
Suzlon Energy Ltd — 16 Aug 2024 Credit Rating Summary

As an equity-focused credit analyst, I have synthesized the CRISIL Credit Bulletin (August 16, 2024) regarding

Suzlon Energy Limited’s acquisition of Renom Energy Services.

Credit Analysis: Suzlon Energy Limited (SEL)

Section Details

Agency CRISIL Ratings

Rating Change Reaffirmed / Maintained (Current: CRISIL A-/Positive; Short Term: CRISIL A2+)

Outlook (Current vs

Previous)
Positive vs Positive (Maintained despite ₹ 660 Cr acquisition outflow)

Key Drivers of

Change

1. Strategic Acquisition: Buying 76% of Renom Energy Services in two tranches (51% for ₹ 400 Cr;

25% for ₹ 260 Cr) to bolster O&M dominance.

2. Debt-Free Funding: Management confirmed no term debt will be taken; funded via internal accruals/

cash, preserving the "low leverage" thesis.

3. O&M Synergy: Renom becomes a subsidiary, expanding SEL’s high-margin recurring revenue

stream beyond its own turbines.

4. Order Book Strength: Continued reliance on a healthy wind turbine order pipeline and market

leadership.

Rated Instruments
Bank Loan Facilities: Rated CRISIL A-/Positive / CRISIL A2+ (Total quantum remains as per last full

rationale, typically ~₹ 4,000 Cr+ in limits).

Key Observations

• Strengths: Leading market share in India's wind sector; robust O&M business providing stable cash

flow cushion.

• Strengths: Significantly improved financial profile and capital structure over the last 12-18 months.

• Risks: High competitive intensity in the Wind Turbine Generator (WTG) segment affects pricing.

• Risks: Exposure to the weak financial health of certain Discoms/customers affecting receivables.

• Execution: Timely completion of "Condition Precedents" for the Renom deal is critical for

consolidation.

Investor Impact

• Growth: Inorganic entry into multi-brand O&M services increases addressable market.

• Margins: O&M is historically higher-margin than WTG manufacturing; consolidation should be

EBITDA-accretive.

• Leverage: Neutral impact. Use of cash reserves instead of debt prevents credit profile dilution.

• Dilution Risk: Low. Internal funding suggests no immediate need for equity raises for this specific

transaction.

Agency / Cross

Analysis

Same Agency (CRISIL): This bulletin confirms that the ₹ 660 Cr cash outflow does not derail the

"Positive" outlook assigned in previous reviews. Financial ratios are expected to remain within "A-"

thresholds due to the lack of new debt. 

Conclusion: Improvement. The ability to fund a major acquisition purely through internal resources

signals a significant shift from Suzlon's debt-distressed past to a cash-rich growth phase.

Final Inference

Real Improvement. The reaffirmation is a "green signal" that Suzlon's balance sheet is now strong

enough to absorb inorganic growth (₹ 660 Cr) without stressing credit metrics—a major fundamental de-

risking for equity holders.

Analyst Note: From an equity perspective, the key takeaway is the maintenance of the "Positive" outlook

despite a significant cash deployment. This suggests the rating agency believes Suzlon’s cash-generating

capacity (post-deleveraging) is now robust enough to support both operations and expansion simultaneously.
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