Samvardhana Motherson International Limited

Instrument Amount Rating Action
NCD Programme Rs. 200.0 Crore [[CRA]AA- (stable) assigned

ICRA has assigned a long term rating of [ICRA]JAA- (pronounced as ICRA double A minus) for the Rs.
200.0 Crore Non Convertible Debenture (NCD) Programme of Samvardhana Motherson International
Limited (SMIL). The outlook on the long term rating is ‘stable’.

The rating assigned factors in SMIL’s status as the principal holding company of Motherson Sumi
Systems Limited (MSSL, rated [ICRAJAA(stable)/[ICRA]JAL1+), the flagship company of the
Samvardhana Motherson Group (SMG), India’s leading full-system solution provider for the automotive
industry. Apart from being the largest shareholder in MSSL (36.92% as on date), the company also
acts as the holding company for other companies in SMG operating across various product segments,
thereby providing diversification benefits. Moreover, SMG’s large acquisitions have been done in 51:49
partnerships by MSSL and SMIL respectively. SMG has a well diversified customer base and
established relationships with major automotive Original Equipment Manufacturers (OEMs), both in the
domestic as well as the overseas market. Additionally, despite primarily being on the automotive
industry, the group’s revenues are well diversified across products lines and automotive segments.

SMIL’s shareholding in MSSL provides the company significant financial flexibility, while also providing
a steady flow of revenues in the form of dividend income. The rating also takes into account the
underlying security for the NCD programme, in the form of shares of MSSL to be pledged with the
lenders. ICRA notes that the market value of SMIL’s investment in MSSL remains vulnerable to
market-related risk with regard to any adverse movement in share price of MSSL. Moreover, SMIL’s
cash flows on a standalone basis continue to remain linked to the performance of its investee
companies (primarily dividend from MSSL), and the company remains exposed to refinancing risk to
meet its debt repayments. It also has significant commitments towards supporting investment
requirements of its various investee companies going forward and any inorganic growth plans of SMG
could lead to increased indebtedness for the company. Nonetheless, ICRA continues to draw comfort
from the management’s financial discipline and its stated intention to restrict the quantum and tenure
of debt to be availed to fund the group’s investment plans.

Key Covenants for SMIL’s Compliance

e SMIL shall continue to hold at least 26% shareholding and management control of MSSL
during the tenure of the facility.

e Promoters shall continue to hold at least 51% shareholding in SMIL during the tenure of the
facility

o Total indebtedness (including Corporate Guarantees, letter of comfort, keep fit letter or any
other form of off-balance sheet support provided by the company) of SMIL to be capped at
USD 450.0 million

e SMIL to maintain at least 27% unencumbered shareholding out of the total shareholding in
MSSL held by SMIL during the tenure of the facility

Company Profile

SMIL is the principal holding company of the Samvardhana Motherson Group (SMG), whose flagship
company is Motherson Sumi Systems Limited. The group has diversified businesses including rear
view vision systems, wiring harnesses, polymer processing, automotive lighting products, heating and
ventilation and air-conditioning systems among others. SMIL has equity investments in a large number
of companies with its major investee companies in terms of revenue contribution being: (1) Motherson
Sumi Systems Limited, (2) Samvardhana Motherson Reflectec, (3) Samvardhana Motherson
Peguform.



SMIL is promoted by Mr. V. C. Sehgal, who is the current Chairman of the company. Mr. Sehgal and
his family along with other promoter group companies hold 90.35%. Additionally, equity stake of 6.46%
is held by Sojitz Corporation, a Japan based trading corporation, with diversified interests in
construction, petroleum, textiles, chemicals, mining etc.
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