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October 07, 2019 

Mahindra & Mahindra Limited: Update on Material Event  

Summary of Rated Instrument: 

Instrument Rated Amount (Rs. Crore) Rating Outstanding 
Non-convertible Debenture Programme 500.0 [ICRA]AAA (Stable) 
Long-term, Fund-based Facilities 65.0 [ICRA]AAA (Stable) 
Long-term, Non-fund Based Facilities 110.0 [ICRA]AAA (Stable) 
Short-term, Non-fund Based Facilities 350.0 [ICRA]A1+ 

Total  1025.0  

Material Event 

On October 01, 2019, Mahindra & Mahindra Limited (M&M) announced the execution of a Business Transfer Agreement 

and Share Subscription Agreement between M&M and Ford Motor Company Inc., USA (FMC) to enable the formation of 

a joint venture (JV) by way of the company and / or its subsidiaries acquiring 51% of the equity share capital of Ardour 

Automotive Private Limited (NewCo), presently a wholly-owned subsidiary of FMC in India. The balance 49% equity 

shareholding in NewCo will be held by FMC and / or any of its affiliates. NewCo will acquire the automotive business of 

Ford India Private Limited (FIPL), a wholly-owned subsidiary of FMC, including its personnel and assembly plants in 

Chennai (including the powertrain facility) and Sanand (excluding the powertrain facility). M&M’s cost of acquisition of 

this 51% stake is estimated at Rs. 657 crore. Additionally, M&M would be required to make incremental investments for 

the future operations of the company. The estimated total amount of such investment by M&M (including the purchase 

price for 51% stake) would not exceed Rs. 1,400 crore. 

Impact of the Material Event 

The ratings remain unchanged at the earlier ratings of [ICRA]AAA (Stable) and [ICRA]A1+ as this acquisition is not 

expected to have any material impact on the financial risk profile of the company. M&M’s investment of Rs. 1,400 crore 

in the NewCo is estimated to be within the Rs. 18,000 crore M&M+MVML’s (Mahindra Vehicle Manufacturers Limited, 

100% subsidiary of M&M) combined guidance of capital expenditure and investment plans over FY2020 to FY2022. 

ICRA notes that the JV is aimed at strengthening the product portfolio of the two companies, benefit from synergies in 

manufacturing and sourcing and increasing exports by leveraging FMC’s established global distribution network. M&M 

also expects savings of 35-40% on the product development costs. 

The ratings continue to reflect the strong financial profile of M&M, as characterised by healthy cash accruals on the back 

of its diversified business across varied sectors, robust profitability in its core businesses, and strong liquidity in the form 

of sizeable cash and liquid investments. The rating also favourably factors in the complementary performance of the 

farm equipment (FES) and utility vehicles (UV) segments of M&M+MVML, which has provided stability to overall 

profitability despite cyclical performances in respective segments over the last several years. M&M also has a large 

investment portfolio of its Group entities, some of which are also listed in the stock markets. The market values of these 

quoted investments are significantly higher than the book value, providing significant additional cushion to M&M’s 

overall financial flexibility. 
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The previous detailed rating rationale is available on the following link: Click here 

  

https://www.icra.in/Rationale/ShowRationaleReport/?Id=82393
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About ICRA Limited: 

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services 

companies as an independent and professional investment Information and Credit Rating Agency. 

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited 

Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit 

Rating Agency Moody’s Investors Service is ICRA’s largest shareholder. 

For more information, visit www.icra.in  
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