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Aditya Birla Fin to merge with
listed parent to meet RBI rule

‘Upper Layer’ NBFC Tag Meant Mandatory IPO By Sept 2025

Times News NETWORK

Mumbai: Aditya Birla Capi-
tal’s board on Monday appro-
ved themergerof AdityaBir-
la Finance with itself to
comply with RBI's scale-ba-
sed regulation for NBFCs
where large finance compa-
nies must be listed.

Aditya Birla Capital is the
holding company for the Adi-
tya Birla Group’s financial
services business and owns
the various operating entiti-
es. Aditya Birla Finance is a
wholly-owned subsidiary and
a non-deposit-taking syste-
matically important NBFC

To comply with RBI's sca-
le-based regulations, Aditya
Birla Finance needed to be
mandatorily listed by Sept 30,
2025. As part of the proposed
amalgamation, Vishakha
Mulye is proposed to assume
therole of MD & CEO, and Ra-
kesh Singh as executive direc-
tor and CEO (NBFC) of the
amalgamated company, sub-
jecttoregulatory approvals.

“Our financial services
business has scaled smartly

Rule Requires Tata Sons, HDB Fin To List

> RBI's scale-based regulation
divides NBFCs into layers
based on size and

activities since

Oct 22, 2021

> Aditya Birla Finance

figures among the

‘upper layer' NBFCs,

which requires the company

to be listed on stock exchanges
> Aditya Birla Finance
will merge with parent
Aditya Birla Capital to
comply with the central
bank’s regulation
> Other large NBFCs that need
to get listed include Tata Sons
and HDB Financial Services

to emerge as a core growth
engine for the Aditya Birla
Group. The proposed amalga-
mation will create a strong ca-
pital base for Aditya Birla Ca-
pital to grow its business and
participate in India’s growth
story, successfully fulfilling
its commitment to empower
the financial aspirations of
millions of Indians,” said Ku-
mar Mangalam Birla, chair-
manof Aditya Birla Group.
“The proposed amalga-
mation will help us to serve
our customers better, achie-
ve efficient utilisation of ca-
pital, enhance operational
efficiencies, and holds the
potential to create long-term

value for all our stakehol-
ders,” said Vishakha Mulye,
CEO, Aditya Birla Capital.
She added that the company
follows an approach of one
P&L and is focused on
growth by harnessing data,
digital and technology.

RBI's scale-based regula-
tion divides NBFCs into lay-
ersbased onsizeandactiviti-
es since Oct 22, 2021. NBFCs
placed in the upper layer
must adhere to stricter regu-
lations for five years, regard-
less of future qualifications.

Aditya Birla Finance fi-
gures among the upper layer
NBFCs, which requires the
company to belisted.

Other large NBFCs that
have to be listed include Tata
Sonsand HDB Financial Ser-
vices. Last year, in a similar
exercise, L&T Finance Hol-
dings merged subsidiaries
(L&T Finance, L&T Infra
Credit, and L&T Mutual
Fund Trustee) with itself to
createasinglelendingentity.

The consolidation and
operational synergies resul-
ting from the amalgamation
areexpected toenhance stake-
holder value and drive expan-
sion & long-term sustainable
growth. The company said in
a statement that the seamless
policy implementation will le-
ad to increased operational ef-
ficiency and areduction in the
multiplicity of legal and regu-
latory compliances.

Asof Dec 31,2023, Aditya
Birla Capital manages ag-
gregate assets under mana-
gement of about Rs. 4.11lakh
crore. The total lending
AUM is reported at Rs 1.15
lakh crore, and the gross
written premium in life and
health insurance busines-
sesisat Rs13,500 crore.



https://timesofindia.indiatimes.com/business/india-business/aditya-birla-finance-to-merge-with-parent-to-comply-with-rbi-norms-on-listing/articleshow/108397731.cms

ADITYA BIRLA

CAPITAL

Publication: The Economic Times

Edition: Mumbai

Date: March 12, 2024

Page: 7

Aditya Birla Capital to Merge
Aditya Birla Fin with Itself

Move in line with rules on mandatory listing of ‘upper-layer' NBFCs

Our Bureau

Mumbai: Aditya Birla Finance, the
lending subsidiary of the cement to
telecom group, will be merged with
its listed parent Aditya Birla Capital
to comply with the Reserve Bank of
India’s (RBI) scale-based regulations
for NBFCs. Central bank norms
mandate listing of non-bank lenders
that feature in the RBI's so-called
‘upper layer'.

Aditya Birla Finance is among 15
NBFCs and housing finance com-
panies classified in the so-called
upper layer of the RBI, a list first
published on September 30 2022,
based on the RBI’s scale based re-
gulations (SBR). Under these new
regulations, NBFC-ULs were iden-
tified based on certain quantitati-
ve and qualitative parameters.

The company said the lending
arm’s amalgamation into its pa-
rent will result in compliance with
RBI regulations which require
mandatory listing of Aditya Birla
Finance by September 30, 2025.
Both the company boards had app-
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roved the amalgamation which is
now subject to regulatory and
otherapprovals,

Besides complying with the RBI
norms the merger will also ratio-
nalise and simplify the group
structure, reducing legal entities,
the company said. “Post comple-
tion of the amalgamation, Aditya
Birla Capital will get converted
from a holding company to an ope-
rating NBFC. This will create a
unified large entity with a greater
financial strength and flexibility
enabling direct access to capital.
This will also help the company to

maximise its share of opportuniti-
es by efficient utilisation and allo-
cationof capital, Aditya Birlasaid.

Aditya Birla Group chairman Ku-
mar Mangalam Birla said the pro-
posed amalgamation will create a
strong capital base for Aditya Birla
Capital to grow its business and
participate in India’s growth story.

Aditya Birla Capital CEO Vishak-
ha Mulye said the merger will help
the company serve customers bet-
ter, achieve efficient utilisation of
capital, enhance operational effici-
encies, and create long-term value
forall our stakeholders.

Mulye will be the managingdirec-
tor of the merged entity while Adi-
tya Birla Finance CEO Rakesh
Singh will assume the role as ex-
ecutive director subject to regula-
tory approvals, the company said.

Atthe end of December 2023, Adi-
tya Birla Capital managed total as-
sets under management (AUM) of
about 24.1 lakh crore out of which
the total lending book was 2115
lakhcrore.

Continued on »» Smart Investing
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Besides the NBFC and housing fi-
nance business, the company's fi-
nancial services ventures includes
asset management, life insurance,
health insurance, stock and securi-
ties broking and asset reconstruct-
ion company. “The proposed amal-
gamation will lead to consolidation
of the businesses and operational
synergies resulting in the expan-
sion and long-term sustainable
growth. (It will also) lead to seam-
less implementation of policy
changesand reduction in themulti-
plicity of legal and regulatory com-
pliances,” the company said.
Therearel5NBFCslisted intheso-
called upper layer which classifies
these companies
based on size, lever-
age, interconnected-
ness with the finan-
cialsystem, complex-
ity of business, na-
ture and type of liabilities, group
structureand segment penetration.
Thelatest list released in Septem-
ber features 15 NBFCs including
Aditya Birla Finance and Tata
Sons Pvt Ltd, theholding company
of the Tata Group which is classi-
fied asa core investment company.
Last week ET reported that the un-
listed Tata Sons is working on a
plan to restructure itself to be-
come compliant with RBI rules.
Similarly, HDFC Bank also plans
an initial public offering of its
NBFC subsidiary HDB Financial
Services in the last quarter of cal-
endar 2024 or the first quarter of
2025, to comply with RBI listing
norms, ET reported on Monday.
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AdityaBirla
Fin to merge
with listed
parent firm

shayan g@livemint.com
MUMBAI

ditya Birla Capital on
Monday decided to
merge Aditya Birla

Finance Ltd with itself, sparing
the public listing requirement
foritsunlisted subsidiary.

AdityaBirlaCapitalislisted,
whilewholly owned subsidiary
Aditya Birla Finance isamong
thel5upper-layer NBFCsman-
dated by the RBItogo publicby
September 2025. Merging with
the listed parent will not
require the subsidiary to be
separately listed.

Aditya Birla Capital said the
proposed merger will simplify
the group's structure; trans-
form Aditya Birla Capitalintoa
formidable operating NBFC;
consolidate businessand oper-
ational synergies; and reduce
regulatory complexities.

“The proposed amalgama-
tion will createastrong capital
base for AdityaBirla Capital to
grow its business and partici-
pate in India’s growth story,
successfully fulfilling its com-
mitment toempower the finan-
cial rations of millions of
Indians,” Kumar Mangalam
Birla, chairman of the Aditya
Birla Group, said in a state-
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ment.
Birlasaid the financial servi-

ces sector is the bedrock of

India’s growth story. “Our
financial services business has
scaled smartly to emerge as a
coregrowthengine for the Adi-
tyaBirlaGroup,” he said.

/ aBirlaCapital said that
theamalgamationissubject to
regulatory and otherapprovals,
Following the merger, Aditya
Birla Finance will be dissolved
without being wound up.

The central bank classifies
NBFCs into four layers based
on the , activity and per-
ceived risks. The upper layer
comprises the likes of Tata
Sons, LIC Housing Finance and
Shriram Finance. Accordingto
anOctober 202l circularby the
RBLallupper-layer NBFCsare
required to go public within
three years of classification,
adoptingdisclosure standards
akin to those of listed compa-
niesin the interim. Following
this guideline, the RBI had
released alistofsuch NBFCsin
September 2022,

The mandatory

listing

Kumar Mangalam Birla,
chairman, Aditya Birla Grp. mint

requirement hasalsothrowna
curveball at Tata Group. The
Economic Timesreportedon 8
March that TataSons might be
planning an internal restruc-
turing to comply with RBI
norms. The report said the rejig
couldinclude transferring the
holding in financial services
company Tata Capital to
anotherentity.

Vishakha Mulye, CEO, Adi-
tya Birla Capital, told analysts
on Monday that post comple-
tion of the amalgamation, the

Growth story
Financials of Aditya Birla
Capital and Aditya Birla
Finance (% cr) mint
Post-merger estimates
Borrowings and debt securities
86,228

Equity capital
lz.soo

1,10,483

Total assets
Total net worth

- 20,809

Data a5 on 31 December
Source: Company

assets and liabilities and the
entire business of Aditya Birla
Finance would be tr: ]\f(‘lT(‘(l
to AdityaBirlaC
will be no issuance ()I new
shares, hence there will be no
change in the shareholding of
AdityaBirlaCapital, which will
be the survivingentity and will
get converted from a holding
company toanoperating NBFC
with listed equity shares,” said
Mulye.

The merger may take 9-12
monthstotake effect.

Mulyeadded thatasperreg-

ulation, NBFCs can hold up to
50% in insurance compan
While Aditya Birla Capital
holds 46% in Aditya Birla
Health Insurance, it owns 51%
in Aditya Birla Sun Life Insur-
ance. Therefore, once Aditya
BirlaCapital becomesan oper-
ating NBFC, itsstakeinthelife
insurancebusinesswouldbea
percentage point higher than
what RBI allows.

“Wewill request RBI for per-
mission and go by their gui-
dance,” said Mulye.

Mulye will lead the com-
bined entity, with Rakesh
Singh, current CEO of Aditya
Birla Finance, assuming the
role of executive director and
CEO (NBFQ), subject to
approvals.

As of 31 December, Aditya
Birla Finance had total assets
worth 3104 trillion, while Adi-
tyd BirlaCapital reported assets

9.

Birla Capital clmml at 1179.65
on Monday, down 1.32% from
their previous close. The
merger announcement came
after market hours.
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REGULATORY MOVE

AB Capital to
merge finance
arm with itself

ABHIIT LELE
Mumbai, 11 March

Aditya Birla Finance, a sys-
temically important non-
banking financial company
(NBFC), is set to merge with
its parent Aditya Birla Capital
(ABCL) in about a year's
time to create a large
unified NBFC.

This will increase total
capital adequacy by approxi-
mately 150 basis points (bps)
and reduce leverage to 4.15
per cent for the amalgamated
entity on a proforma basis

The proposed amalgama-
tion will result in compliance
with the scale-based regula-
tions of the Reserve Bank of
India (RBI), which require
mandatory listing of Aditya
Birla Finance by September
30,2025, ABCL said in a state-
ment on Monday. The amal-
gamation is subject to regula-
tory and other approvals as
may be required.

Kumar Mangalam Birla,
chairman of Aditya Birla
Group, said that the financial
services business has scaled
smartly to emerge as a core
growth engine for the Aditya
Birla Group.

The proposed amalgama-
tion will create a strong capi-
tal base for Aditya Birla
Capital to grow its business
and participate in India’s
growth story, he added.

This isthesecond instance
of such a merger in the NBFC
space. Earlier, Tata Capital
Financial Services merged

with its parent entity Tata
Capital from January 1, 2024.
Tata Capital, which is the
holding company, is yet to be
listed on the stock exchange.

Upon the scheme becom-
ingeffective, Vishakha Mulye
will become managing direc-
tor (MD) & chief executive
officer (CEO) while Rakesh
Singh will be executive direc-
tor and CEO (NBFC) of the
amalgamated Birlacompany.
Mulye is currently CEO of
ABCLand Singh isMD & CEO
of Aditya Birla Finance.

Mulye, in an analysts’ call,
sald when the company
raised capital of 33,000 crore,
it had said it would be suffi-
cient for 18-24 months.



https://www.business-standard.com/companies/news/aditya-birla-finance-may-merge-with-aditya-birla-cap-within-next-12-months-124031101171_1.html

