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Birla Group Holdings Private Limited: Ratings reaffirmed

Summary of rating action

Previous Rated Amount Current Rated Amount

Instrument* Rating Action
(Rs. crore) (Rs. crore)
Commercial Paper Programme 3,500.00 3,500.00 [ICRA]JAL+; reaffirmed
o Gl P e 1,500.00 1,500.00 [ICRAJAA- (Stable); reaffirmed
Programme
Total 5,000.00 5,000.00

*Instrument details are provided in Annexure-1

Rationale

The ratings factor in the position of Birla Group Holdings Private Limited (BGHPL) as one of the main holding companies
of the Aditya Birla Group. The ratings factor in the company’s equity ownership of listed Group entities including Grasim
Industries Limited (rated [ICRA]JAAA(Stable)/A1+), Aditya Birla Capital Limited (rated [ICRA]JAAA(Stable)/A1+), Aditya Birla
Fashion and Retail Limited (rated [ICRAJAA@Y/A1+) and Hindalco Industries Limited. The ratings also factor in the
company’s adequate liquidity position backed by the market value of its holdings in listed Group entities and its strategic
holdings in non-listed Group companies (including other Group holding companies). Further, ICRA expects the Group to
extend capital support to BGHPL, as and when required. The ratings are constrained by the standalone financials of the
company and the negative net worth on its balance sheet. The outlook is Stable for the company.

Key rating drivers and their description

Credit strengths

Strategic importance by virtue of being a key holding company of the Aditya Birla Group — BGHPL is the key holding
company of the Aditya Birla Group. It holds equity in several Group companies including Grasim Industries Limited,
Aditya Birla Capital Limited, Aditya Birla Fashion and Retail Limited and Hindalco Industries Limited. The company also
holds a stake in a number of unlisted companies of the Group. ICRA notes its strategic significance to the Group and the
market value of its listed holdings, which provides comfort despite the lower revenue generation on a standalone level.

Large market value of holdings in various Aditya Birla group companies — As on March 31, 2020, the company held
equity stakes in various listed and unlisted Group companies. Apart from equity investments, BGHPL extends loans to
Group companies. The market value of its listed investments decreased significantly during March-June 2020 due to the
Covid-19 impact. However, the market value of the quoted investments (Rs. 15,229 crore) as on August 6, 2020 was 5.23
times the book value and 4.76 times the total external debt outstanding (as on March 31, 2020).

L placed on Watch with Negative Implications
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Credit challenges

Negative net worth on balance sheet — BGHPL’s balance sheet had a negative net worth of Rs. 993 crore as on March 31,
2020. It posted a loss of Rs. 768 crore in FY2020 on account of the write-off of the Rs. 427-crore investment in Birla TMT
Holdings Pvt Ltd and high interest expenses. ICRA does take note of the proposed regulatory guidelines applicable to
BGHPL (applicable when it receives an NBFC-CIC licence?) wherein its adjusted net worth shall not be less than 30% of its
aggregate risk-weighted assets and the gearing will not be more than 2.5 times of its adjusted net worth3. Given the high
market value of its quoted investments in Group companies (5.23 times the book value as on August 6, 2020), the
company’s capital adequacy and gearing on the adjusted net worth remain adequate at 70% and 1.72 times,
respectively, as on March 31, 2020.

Standalone revenue dependent on stake sale and dividends declared by investee companies — The company’s revenues
for FY2020 were dominated by divided income, which contributed 75% to revenues followed by interest income (16%)
earned on its investments in the Aditya Birla Group companies. BGHPL's finance costs, which account for a major part of
its expenses, increased by 7% in FY2020 owing to the higher average debt levels. Its total income of Rs. 158 crore could
cover only 33% of the finance cost in FY2020 (116% in FY2019).

Liquidity dependent on reduction of promoter stake in Group holdings — The primary mode for the repayment of the
debt, apart from refinance, would be through a reduction in the promoter stake in the listed entities and capital
infusion/support from the promoters.

Refinancing risk and regulatory changes effect — BGHPL reduced its commercial borrowing to Rs. 1,640 crore in March
2020 (Rs. 1,490 crore as of June 2020) from Rs. 3,475 crore in FY2019. Its total external debt (including commercial
paper; CP) as of March 2020 was Rs. 3,275 crore (Rs. 3,050 crore as of June 2020) and is expected to remain in the range
of Rs. 3,000-3,500 crore in FY2021. ICRA also notes that the total borrowings increased to Rs. 5,710 crore as of March
2020 (Rs. 5,148 crore in March 2019), though the increase was through borrowings from related parties. Historically, the
company has been highly reliant on debt refinancing to service the principal and interest repayments. However, the
market value (as on August 6, 2020) of its holdings in listed Group entities (providing 4.76 times cover of the total debt as
of March 31, 2020) and the strategic holdings in non-listed Group companies provide a mitigant against the refinancing
risk. In addition, ICRA takes note of the proposed changes in the regulations for an NBFC-CIC, which would also be a key
rating monitorable.

Liquidity position: Adequate

BGHPL has adequate liquidity considering its stake in Grasim Industries Limited and Hindalco Industries Limited, which
also qualify as high-quality liquid assets (HQLA). The total market value of investments in BGHPL was Rs. 15,229 crore (as
of August 6, 2020) while the debt repayment for the period of August 2020 to March 2021 is Rs. 1,944 crore (including
interest payments). Additionally, a capital infusion in the range of Rs. 100-150 crore is proposed for one of the investee
companies, which would be funded through inter-corporate deposits (ICDs) from Group companies.

2 BGHPL functions as a systemically important core investment company (CIC) as per the provisions of Core Investment Companies
(Reserve Bank) Directions, 2016 issued by the Reserve Bank of India vide a notification dated August 25, 2016

3 Adjusted net worth means the aggregate of the net worth as appearing in the balance sheet increased by 50% of the unrealised
appreciation in the book value of quoted investments (such appreciation being calculated as the excess of the aggregate market value

of such investments over the book value of such investments)
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Rating sensitivities
Positive triggers —
»  Sustained improvement in the standalone operating income and net profit
AND
»  Material reduction in total debt level

Negative triggers —

»  Market value of its unencumbered equity shares of listed companies goes below 4 times its outstanding debt
(excluding debt from group companies, the debt cover as of August 6, 2020 as 4.76) on sustained basis

OR

»  Material increase in total debt level
OR

»  Any change in the status of being a key holding company for the group
OR

»  Deterioration in the credit ratings of any of the large group investee companies

Analytical approach

Analytical Approach Comments

ICRA Rating Methodology for Non-Banking Finance Companies

Rating Methodology for Holding Companies

As BGHPL is the key holding company of the Aditya Birla Group, ICRA expects
financial support from the promoter as and when required.
Consolidation/Standalone The ratings are based on the standalone financial statements of the company.

Applicable Rating Methodologies

Parent/Group Support

About the company

Birla Group Holdings Private Limited is a key holding company of the Aditya Birla Group. It holds equity in several Group
companies including Grasim Industries Limited, Aditya Birla Capital Limited, Aditya Birla Fashion and Retail Limited and
Hindalco Industries Limited. It also holds stakes in a number of unlisted companies of the Group. Given its strategic
significance to the Group and the market value of its listed holdings, the company enjoys considerable financial
flexibility. ICRA expects capital support from the Group to be forthcoming to BGHPL, as and when required.

The Aditya Birla Group completed a scheme of amalgamation wherein its investment/holding companies (namely TGS
Investment & Trade Private Limited, Trapti Trading & Investments Private Limited, Turquoise Investments and Finance
Private Limited, Gwalior Properties and Estates Private Limited, Seshasayee Properties Private Limited and BGH Exim
Private Limited) were merged with BGHPL. The said scheme came into effect from July 8, 2019.

In FY2020, BGHPL reported a loss of Rs. 768 crore on total assets of Rs. 4,768 crore compared to a loss of Rs. 27 crore on
total assets of Rs. 4,933 crore in FY2019.
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Key financial indicators (standalone)

Parameters FY2019 FY2020
Audited Audited
Net Worth -226 -993
Adjusted Net Worth 8,843 3,325
Total Debt* 5,148 5,710
Investments 4,419 4,659
Market Value of Quoted Investments 21,050 11,551
Book Value of Quoted Investments 2,913 2,913
Total Assets 4,933 4,768
Dividend Income 110 119
Interest Income 69 25
Net Profit on Sale of Investments 327 1
Total Income 511 158
Interest Expense 442 473
Profit after Tax -27 -768
Amount in Rs. crore
*CPs taken at face value in total debt
Status of non-cooperation with previous CRA: Not applicable
Any other information: None
Rating history for last three years
Instrument Current Rating (FY2021) Rating History for the Past 3 Years
Amount Amount
Type Rated Outstanding* FY2020 FY2019
:ﬁ'A“g' 14-Apr-20 24-Jul-19
y Commercialpaper o 1o 3,500 1,490 [ICRA] [ICRA] Al+ [ICRA] ;
programme Al+ Al+
Non-convertible
2 debentures Long Term 1,500 0 LERAs (IR s LEAJy -
(stable) (stable) (stable)
programme

*As of June 2020; Amount in Rs. crore

Complexity level of the rated instrument

FY2018

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The
classification of instruments according to their complexity levels is available on the website www.icra.in
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Annexure-1: Instrument details

Date of . Amount .
ISIN Instrument Name Issuance / Coupon Maturity Rated K Entiatneland
X Rate Date Outlook
Sanction (Rs. crore)
NA Commercial Paper NA NA NA 3,500 [ICRAJAL+
Programme
NA MR NA NA NA 1,500 [ICRAJAA- (stable)

Debenture Programme
Source: Birla Group Holdings Private Limited

Annexure-2: List of entities considered for consolidated analysis — Not applicable
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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

www.icra.in 6


mailto:karthiks@icraindia.com
mailto:sahil.udani@icraindia.com
mailto:sudam.shingade@icraindia.com
mailto:shivakumar@icraindia.com
http://www.icra.in/

ICRA

ICRA Limited

Corporate Office

Building No. 8, 2nd Floor, Tower A; DLF Cyber City, Phase Il; Gurgaon 122 002
Tel: +91 124 4545300

Email: info@icraindia.com

Website: www.icra.in

Registered Office
1105, Kailash Building, 11th Floor; 26 Kasturba Gandhi Marg; New Delhi 110001
Tel: +91 11 23357940-50

Branches

Mumbai  + (91 22) 24331046/53/62/74/86/87

Chennai + (91 44) 2434 0043/9659/8080, 2433 0724/ 3293/3294,
Kolkata + (91 33) 2287 8839 /2287 6617/ 2283 1411/ 2280 0008,
Bangalore + (91 80) 2559 7401/4049

Ahmedabad+ (91 79) 2658 4924/5049/2008

Hyderabad + (91 40) 2373 5061/7251

Pune + (91 20) 2556 0194/ 6606 9999

© Copyright, 2020 ICRA Limited. All Rights Reserved.

Contents may be used freely with due acknowledgement to ICRA.

ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to a process of
surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current opinion on the relative capability of the issuer
concerned to timely service debts and obligations, with reference to the instrument rated. Please visit our website www.icra.in or contact any ICRA
office for the latest information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources believed by it to
be accurate and reliable, including the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information provided by it.
While reasonable care has been taken to ensure that the information herein is true, such information is provided ‘as is” without any warranty of any
kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such
information. Also, ICRA or any of its group companies may have provided services other than rating to the issuer rated. All i nformation contained
herein must be construed solely as statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication
or its contents

www.icra.in 7


mailto:info@icraindia.com

