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Birla Corporation Limited
Rating downgraded to 'CRISIL AA/Negative', Rafings removed from Watch Negative'

| CRISIL AA/Negative (Downgraded from "CRISIL
Rs 5000 million non-convertible dehentures | AA+"; removed from ‘Watch with Negative
_ _ | | Implications’) _ _
Rs 2000 milion short-term debt programime CRISIL AT+ {Reaffirmed; removed from ‘Watch with
{including commercial paper) Negative Implications")

CRISIL has removed its ratings on the debt instruments of Birla Corporation Limited (BCL) from "Watch with Negative
Implications”. The long-term rating has been downgraded to 'CRISIL AA" from 'CRISIL AA+ while the short term
rating has been reaffirmed at 'CRISIL A1+ The rating outlook on the long-term debt instrument is 'Negativa'.

CRISIL had, on February &, 2016, placed the ratings on watch, following the company's announcement of an
agreement with Reliance Infrastructure Lid {R-Infra; rated 'CRISIL A-/Rating watch with Negative Implications') for

s cement business. Clarity was awaited on the implications of the acquisition, and its impact
on BCL's credit risk profile. Based on discussions with the management, CRISIL has now obtained clarity on the

BCL will acquire R-infra's entire equity in Reliance Cement Company Pvt Lid (RCCPL; a wholly owned subsidiary of
R-infra) for an enterprise valua (EV) of Rs 48 billion. RCCPL has an aggiegate operational cement manufacturing
capacity of 5.6 million tonne per annum (mtpa). i has three plants, including an integrated plant at Maihar in Madhya
Pradesh, and grinding units at Kundanganj in Uttar Pradesh and Butiburi in Maharashtra. The EV of Rs 48 billion
comprises RCCPL's existing debt of arourd Rs 24 biliion (as on March 31, 2018). BCL will fund the balance
consideration through existing cash and equivalents (Rs 18 billion as on March 31, 2016) and incremental borrowings.
BCL expacts o complete the acquisition during the quarter ending September 30, 2018,

The rating action factors in moderation in capital structure and debt protection metrics, although partially offset by
likely improvement in business risk profile over the near to medium term and high financial flexibility.

Post the acquisition, BCL's consalidated debt (including RCCPL's) will increase o around Rs 45 billior (net debt of
Rs 38-40 billion) as on September 30, 2016, from Rs 13 billion (net debt free) as on March 31, 2018. Furthermore,
cash and equivalents of Rs 18 billion (as on March 31, 2016) will reduce to Rs 5-6 billion by September 30, 2018
after payout for the acquisition. Adjusted gearing will increase to 1.8-2.0 times {1.3-1.4 times on net debt basis} by
March 31, 2017, from 0.5 time (debt free; net of liquidity) as on March 31, 2016. Operating performance has

fiscal 2018. The company has unabsorbed tax benefits of over Rs 20 billion, Given the synergy benefits on account of
favourable location of its plants and volume Famp-Up, operating performance is likely to improve significantly. Wivle
BCL, on a consolidated basis, capital structure and debt profection metrics will deteriorate over the near to medium
term, they are likely to correct swiftly. Net debt fo earnings before interest, tax, depreciation and amertisation
(EBITDA} ratio is expected to peak in fiscal 2018 (the first ful year of operations) to around 3.0 times and correct
switly thereafter. Time-bound improvement in BCL's standalone performance, ramp-up of RCCPL's operations, and
harnessing synergy and tax benefits wil be key menitorables.

debt repayment for the next two years is Rs 2.0-2.5 billion per annum. BCL has flexibility to monetise its surplus land
parcels valued al around Rs 10 billion, Support from the promoter group, which had cash and equivalent surplus
estimated at over Rs 15 billion as on March 31, 2018, also enhances financial flexibility,

The acquisition will result in a substantial improvement in BCL's market positen, While overall cement manufacturing
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capacity will increase to 15.4 mitpa from 9.8 mtpa, capacity in the central region, which has healthy demand growth
and operating rates, wili increase to 8.6 mtpa from 3.5 mipa. Furthermore, RCGPL has mineral concessians in
Madhya Pradesh, Maharashtra, Rajasthan, Karnataka, Andhra Pradesh, and Himachal Pradesh for furiher expansion.
RCCPL's cement plants are relatively new and enjoy various tax incentives. Given BCL's presence in the central
region, the acquisition offers sizeable synergy benefits. Operating efficiency is lkely to improve over the medium
tarm.

The ratings reflect BCL's established position in the cement indusiry, healthy operating efficiency, and high financial
flexibility. These strengths are partially offset by a leveraged capital structure, and susceptibility to cyclicality in the
cement industry.

To arrve at the ratings, CRISIL has combined the business and financial risk profiles of BCL and RCCPL, CRISIL
befieves RCCPL's acquisition is strategic for BCL, and BCL will extend financial, operational, and management
support to RCCPL.

Cutlook: Negative

CRISIL believes BCL's capital structure and debt pratection metrics will remain constrained over the near to medium
term. The company will, nevertheless, continue {o benefit from high financial fliexibility and a healthy business risk
profile. The ratings may be downgraded if improvement in capital structure takes longer than expected, or cash
accrual is lower on account of delay in ramp-up of operations or hamessing of synergy benefits. The outlook may be
revised 1o 'Stable’ if timely ramp-up in operations leads to higher offtake and operating margin or if additiona} iquidity
support from the promoter group strengthens capital structure.

Abgut the Company

BCL is the flagship company of the MP Birla group. The company was originally incorporated as Birla Jute
Manufacturing Company Ltd in 1819, and was renamed in 1998 to refiect #ts diversified operations. Under the
chairmanship of Mr Madhav Prasad Birla {Mr M P Birla), the company diversified into manufacturing cement, polyvinyl
chioride (PVC) goods, and automotive irim parts. As on date, cement is the largest contributor to the company's
revenue (over 90%} with the balance coming from jute and other products. BCL has seven cement plants across four
states: Rajasthan, Ultar Pradesh, Madhya Pradesh, and West Bengal.

After Mr M P Birla passed away, the group was being run by his wife, Ms Priyamvada Birla, who passed away in
2004. Ms Birla had appoinied Mr R S Lodha and his son Mr Harsh V Lodha as her successors through a will
Currently, the ownership is being cantested by members of the Birla family against Mr Harsh V Lodha, the company's
current chairmman, in the court of faw.

For fiscal 2016, net profit was Rs 1.57 billion on operating income of Rs 32.60 billion, against net profit of Rs 1.66
bilion on operating income of Rs 31.94 hillion for the previous fiscal.

§ Links to related criteria

| CRISILs Approach 1o Fir}ancial Ratios

Kating Critaria for r‘!anufécturin-g_cam pameq

Rating Criteria for Cement Indusiry

CRISILs Criteria for Consolidation
Criteria for rating Shart-Term Debt (incluting Commaerciat Paper)
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Note for Media: .

This rating rationale Is transmilted to you for Ihe sole purpose of dissemination through your newspaper | magazmne { agency. The rating ralionale may be used
by youin full or in parl withaut changing the meaning or context thereaf but with due cradit o GRISL. However, CRISIL alone has (he-sale right of distribution
{whether directly or Indirectly) of its rationales for consideration or othenwise through any media Including websiles, porlals ete.

Note on cemplexity kwels of the rated insinumentl:

CRISE complexty ievels are assigned 1o varicus lypes of financial insluments. The CRISL complexity levels are avallable on wanw.srisl.comfcomple xity-
levels, Users are advised {o refer to the CRISIL complexity levels for instuments that hey consider far investment. Users may alzo call the Cuslomer Senvice
Helpdesk with queries on specific instruments,

About CRISIL Limited
CRISIL. 15 2 giobal analytical company providing ratings, research, and risk and poticy advisary services.

We are Ingia's leading ralings agency. We are alsa ihe foremost provider of high-end research fo the warid's largest banks and
leading corporations. With sustainable competitive advantage arising from our strong brand, unmatched credibility, market
leadership across businesses, and large customer base, we delivar analysis, opinions, and solutions that make markets function
better. Our defining trait is our ability to convert data and information into expert judgements and forecasts across a wide range of
domains, with deep expertise and complete objectivity, At the core of our credibility, built up assiduously over the years, are cur
values: Integrity, independence, Analytical Rigour, Commitment and innovation.

CRISL. is majority owned by S&P Global Inc.
For more information, visit www.crisit.com
Conrectwithus: TWITTER | LINKEDIN | YOUTURE {FACEBQOK

About CRISH. Ratings

CRISIL. Ratings is part of CRISIL Limited {"CRISIL"}. We picneered the concept of credil rafing in India in 1987. CRISIL is
registered in india as a credit rating agency with the Securities and Exchange Board of India (“SEBI"). With a radition of
independence, analytical rigour and innovation, CRISK. sets the standards in the credit rating business. We rate the entire range
of debt instruments, such as, bank loans, cerlificates of deposH, commercial paper, non-convertible / convertible / parially
convertible honds and debentures, parpetual bonds, bank hybrid capital instruments, asset-backed and morigage-backed
securilies, partial guarantees and other structured debt instruments. We have rated over 20,800 large and mid-scale corporates
and financial inslitutions, CRISI. has #iso Instifuted several innovations in India in the raling business, including rating municipal
bonds, partially guaranteed instruments and microfinance institutions. We also picneered & globally unigue rating service for
Micro, Small and Medium Enterprises (MSMEs) and significantly extended the accessibility to rating services to a wider market.
QOver 91,000 MSMES have been rated by us.

CRISL PRIVACY NOTICE

CRISL raspects your privacy. We use your eantact informalion, such as your name, address, and email id, to it your request and aervica your account and to
provide you with additlonal infarmalion from CRISIL and other pans of S&F Global kne. and its subsidiaries {coliectively, tha “Company} you may find of interasL

For further informalion, or {0 fet us know your praferences with respect {o racsiving marketing matsrials, please vistl wivw.crisif.cam/ privacy. Youcan
viewthe Company’s Customer Privacy at btips:/ /www.spglobal.com/ privacy

Last updated: Apnl 2015
DISCLANER

This disctaimer forms part of and apples to each credit raling repart andfor credit rafing rationala thal we provide {(aach a *Reparl”). For (he avoidanca of doubl,
ihe term "Repont” incluces the Information, ralings and olher content forming' past of the Raport The Report is intended for the jurisdiction of ndia only, This
Report dees nol conslitule an effer of services. Without Biting the generality of the foregoing, natiing in the Feporl [s to be construed as CRISIL providing of
fntending to provide any sarvees in jurisdictions whees CRISIL doas not have the necessary htenses andfor regislration to carry out its business activties referred
la above. Access or use of Lhis Report dogs not creata a chent retationship belween CRISH. and the user.

We are not aware that any user intends lo rely on the Repor of of the mannar in which 2 user intends ta use the Reporl. In preparing our Report we have nol
lakan into consideration tha objectives or particular neads of any particular user |t is made abundantiy clear hal lhe Report is not intended 1o and doas not
conslilule an ivaslment advice. The Report is not an offer to sell or an offer 1o purchasa or subscribe for any investment in any secunlies, nstruments, faciilies or
soficitation of any kind or olherwise enler inlo any deal or transacton wilh e enlily Lo which the Reparl pertains. The Report should not be the sois o primacy
hasis for any investment dacision within the meaning of any law or regulation {Inciuding the Jaws and regulations appkeatie in the US)

Ratings from CRISI. Rating 2re statements of apinion as of the date they are P d and not stal of facl or recommendations to purchase, hotd, or 52l
any securities / Instrumants or lo make any investment decisions. Any opinions expressed here are iy geod faith, are subject to change without notice, and are only
currenl as of the stated date of thelr issue. CRISIL assumes no obligation lo update its opinions faliowing publication in any form ar farmal although CRISE may
disseminale its opinians and analysis. CRISIL rating conlaned in the Report 13 net & substilute for the skil, judgment and expaniance of the user, its managernent,
employees, advisars and/or clienls when making ment or olher bus derisions. The recpients of the Repart should rely an their own judgment and take
thelr own professiona; advice befors acting on the Repar in any way.

Naither CRISIL nor 45 affittates, third party prowders, as well as thalr directors, officers, sharsholders, emplayess or agents (colleclively, “CRISIL Partas™}
guaranise e acouracy, completeness or adequacy of Ihe Reporl, and no CRISIL Parly shall have any lability for any efrors, amissions, or intetreptians Wherein,
regardless of he cause, ar for e results oblained from the use of any parl of the Report, EACH CRIGIL PARTY DISCLAMS ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY, SUTABLITY OR FITNESS FOR A PARTICULAR PURPOSE OR
UZE. in no event shall any CRISIL Parly be fiable to any party for any direct, indirect, incidental, exemplary, compensatory. punitive, special or consequential
damages, costs, expenses, lagal fges, or losses {meluding, witheut livstatisn, lost income or fost prafils and eppartunity casts) in connecton vith any use of any
past of the Report evan if advised of the possibilily of such damages.

CRISIL Ratings may receive compensatian for #s ratings and cartain credit-retated anglyses, normaly from 1ssuers o underwiters of the instruments, faciies,
securilies or lram obligors. CRISIL's public ralings and analysis as are ragquirsd |o bo distlosed vnder the regulalions of the Secunlies and Exchange Board of India
{and oiher appiioatle regulations, if any} are made available on s web sites, wes oris com (free of charge). Reports with more delail and additionat information
may be availzble for subseriplien at 2 fes — more datails aboul CRISIL ralings are avsdebie fero- waw Crisilralings. com.

CRISH. and its afffiates do not act &5 a fiduciary. While CRISIL has abteined information from sources 1t balisves (o be refiable, CRISA does not perform an sudit
and underizkes no duly of due diigsnce or indepandent verification of any information it receives and / of relies in its Repors. CRISIL keaps cerlain activilies of its
business units separate fram each other in order 1o preserve the indegendence and objeclivily of e resgactive aclivity, As @ result, certain business units of
CRISIL may have infarmation thal is nol availabls to other CRISIL tusiness urits, CRISL has established policias and procedures te mairtain the confidentially of
cartain non-publfic Information received in cannaction with each analytical process, CRISH has In place a ratings tode of conduct 2nd policies for analytical firowalls
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and for managing conlict of interesl For dotais please rafer to: nitp:fwww orisi comicali ighlighledpakcy. htrf

CRISIL's rating crileria ars ganerally available without charge to the public on Ihe CRISL public web site, wwworisiL.eom, For lalest rating information on any
inslrument of any company rated by CRISI you may contact CRISIL RATHG DESK at CRESILratingdesk@erisi.com, or 2t {0004} 1800 267 1301,

This Report should not be reproducad or radiskibuted to any clher parsen of in any form wilhout a prior witlen consent of CRISIL

Al rights reserved @ CRISIL

Stay

Comnocteq | CRISIL Website | Twitter
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CRISIL has revised s rating symboels and defiritlons with effect from July 11, 2011, to comply with the SEBI drcular, “Standardisation of Rating Symbots and
Definitions’. The revised rating symbols carry the prefix, 'CRISIL’. Tha rating symbais for short-ferm instruments have besn revised to 'CRISIL ALY, "CRISH. A2,
'CRISIL A3, "CRISE A4, and “CRISIL D' from the earlier ‘P1’, 'P2°, P3", P4, and ‘P35, respectivety. The revision in the rating symbels and definitions 5 not to be
construed as a change i the ratings. For details on revised rating symbols and definitions, please refer to the document, ‘Revision of Rating Symibols and
Definitions’, at the link, ittp: / / wwww.crisil.com/ ratings/ cradit-rating-scale.htm!
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