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Facilities/Instruments Amount (X crore) \ Rating Action
Long-term/Short-term bank facilities 1,000 CARE A-; Stable/ CARE A2+ Assigned

Details of facilities in Annexure-1.

Rationale and key rating drivers

Ratings assigned to bank facilities of Applause Entertainment Private Limited (AEPL) derive significant comfort from being an
Aditya Birla group entity with its strong parentage of Birla Group Holdings Private Limited (BGHPL) providing significant financial
flexibility to AEPL. The ratings also draw comfort from consistent growth in content investments by AEPL backed by funding
support from promoter group and its focus on owing content IP rights which provides monetisation potential over long term.
However, the ratings are constrained by AEPL’'s modest scale of operations amidst limited operational track record, operating
losses, and leveraged capital structure despite supported by recent equity infusion and highly competitive entertainment media
production industry.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors:

e  Sustained improvement in total operating income (TOI) with operating profitability.
Negative factors:

e Change in BGHPL's controlling ownership of AEPL.

e Deterioration in the credit profile of BGHPL.

e Sustained losses resulting in erosion of networth and/or delay in support from BGHPL.

Analytical approach: Standalone. The ratings also factors in strong parentage of BGHPL.

Outlook: Stable
CARE Ratings Limited (CARE Ratings) believes AEPL shall derive benefit from its strong parentage in scaling up of its operations
with need-based timely support expected from BGHPL.

Detailed description of key rating drivers

Key strengths

Strong and resourceful parentage of BGHPL entailing significant financial flexibility to AEPL

AEPL derives significant comfort from BGHPL's strong credit risk profile and financial flexibility. BGHPL is a key holding company
in Aditya Birla group with significant investments in the group’s operating/holding companies such as Grasim Industries Limited
(rated CARE AAA; Stable/ CARE A1+), Aditya Birla Capital Limited, Hindalco Industries Limited (rated CARE AA+; Stable/ Al1+),
Aditya Birla Fashion and Retail Limited, and Pilani Investments & Industries Corporation Limited (rated CARE A1+) among others.
BGHPL's strong credit profile derives comfort from large market value of its investments in listed Aditya Birla group companies
having strong credit profile against its external debt.

AEPL’s board of directors includes Sushil Agarwal (Group CFO - Aditya Birla group) and two other directors who are also on the
board of other Aditya Birla group entities. Under the aegis of board of directors, AEPL is managed by managing director, Sameer
Nair, who has an experience of over three decades in media and entertainment industry.

BGHPL, along with Aditya Birla group companies, has undertaken to hold at least 51% stake and to have management control in
AEPL during the tenure of bank facilities. BGHPL has also provided letter of comfort to some of the AEPL’s lenders. Being a part
of Aditya Birla group, AEPL enjoys adequate financial flexibility which gives AEPL access to debt market for raising funds at
favourable terms.

Consistent growth in content investments with focus on IP creation

AEPL has consistently increased content investments for production of movies, music, web series and animation, resulting in
content inventory of X687 crore as on September 30, 2024. AEPL has been able to license rights for its content to all major TV
and digital broadcasters for ~7-10 years period and also releases movies on box office; however, with retention of IP rights with
itself. AEPL intends to create and own IP rights of large content inventory which can generate long term cash flows for the
company.

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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Liquidity: Adequate

AEPL’s adequate liquidity is primarily derived from strong stance of its parent to provide need-based support to AEPL which
ensures financial flexibility. Also, AEPL has unutilised working capital limits of ~X190 crore as on September 30, 2024, providing
adequate liquidity.

Key weaknesses

Modest scale of operations amidst limited operational track record and operating losses

AEPL has a modest scale of operations marked by TOI of 141 crore in FY24 and 75 crore in H1IFY25 amidst limited operational
track record. Also, AEPL has been incurring operating losses due to limited scale of operations and unfavourable demand scenario
from digital and TV entertainment media broadcasters in the last two years. AEPL's scale of operations is expected to improve
significantly with improved demand scenario and AEPL's sizable content investment plans backed by financial support from Aditya
Birla group. However, the company’s ability to generate adequate realisations from license of content rights and its profitability
will be a key monitorable.

Leveraged capital structure supported by recent equity infusion

AEPL'’s total debt of 1,731 crore primarily comprises of working capital bank borrowings of ¥440 crore and inter-corporate
deposits (ICDs) of 1,249 crore against net worth of X383 crore as on March 31, 2024. AEPL avails working capital bank borrowings
for content investments, whereas it avails ICDs primarily from group companies and extend the same to group companies.
Recently, promoters have infused equity of X296 crore in May 2024 to fund the company’s sizable content investment plans
resulting in provisional net worth of X674 crore as on September 30, 2024, against sanctioned working capital limits of X710 crore.
AEPL'’s capital structure is expected to remain leveraged in the medium term with expected increase in working capital borrowings
for its content investment plan.

Highly competitive entertainment media production industry

Indian entertainment media industry is highly competitive with large number of production houses, producing diverse content
which is delivered to the audience through several TV channels, and cinema screens across the country and growing usage of
digital platforms. Entertainment media production industry faces many challenges such as piracy, continuously changing audience
preferences resulting in risk of non-acceptance of content by audience and cyclicality associated with content demand by TV
broadcasters and digital platforms.

Although AEPL endeavours to pre-sale large part of its content before or in early stages of production, it is exposed to monetisation
risk for sizable part of its content inventory.

Applicable criteria

Definition of Default

Rating Outlook and Rating Watch

Service Sector Companies

Factoring Linkages Parent Sub JV Group
Financial Ratios — Non financial Sector

Liguidity Analysis of Non-financial Sector Entities
Short Term Instruments

About the company
Industry classification
Macroeconomic indicator  Sector \ Industry Basic industry
Consumer discretionary Med!a, gntertalnment and Entertainment Media and entertainment
publication

Applause Entertainment Private Limited, incorporated on March 20, 2002, is a media and entertainment venture of Aditya Birla
group. Aditya Birla group holds 100% stake in AEPL through Birla Group Holdings Private Limited (BGHPL) and Surya Kiran
Investments PTE Ltd holding 51.22% and 48.78% stake, respectively, as on September 30, 2024.

AEPL is content and IP creation studio with a focus on films, digital series, television, animation and music. The company creates
content and partners with varied distribution platforms (box office, TV, digital) to deliver its content globally. AEPL’s key digital
series/movies includes Criminal Justice, Hostages, The Office, City of Dreams, Rudra, Scam 1992, Scam 2003, Tanaav, Avrodh,
Your Honour, Undekhi, Hasmukh, Modern Masters, Mind the Malhotras, Rasbhari, Bhaukaal, Madhuri Talkies, Hello Mini, Zwigato
and Por Thozhil among others.
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Brief Financials of AEPL (X crore) FY24 (A) H1FY25 (Prov.) |
Total operating income 161 141 75
PBILDT -45 -23 -38
PAT / (Net losses) -70 -29 -21
Overall gearing (times) 2.60 4.52 NA
Interest coverage (times) NM NM NM

A: Audited; Prov.: Provisional; NA: Not available; NM: Not Meaningful; Note: these are latest available financial results
Status of non-cooperation with previous CRA: Not applicable
Any other information: Not applicable

Rating history for last three years: Annexure-2

Detailed explanation of covenants of rated instrument/facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Date of Maturity Size of the
Name of the Issuance Coupon Date Rating Assigned

(iIZ:gfe) and Rating Outlook

Instrument (DD-MM- Rate (%) (DD-MM-
YYYY) YYYY)

- - - - 1,000

Fund-based/Non-
fund-based-LT/ST

CARE A-; Stable /
CARE A2+

Annexure-2: Rating history for last three years

Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)
Name of the PY— and and and and
Instrume_n_t( Type Outstanding Rating Rat_mg(s) Rat_mg(s) Rat_mg(s) Rat_lng(s)
Bank Facilities (X crore) assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2025 2024 2023 2022
CARE A-;
1 Ef:gf:;:gi’f‘r% LT/ST 1,000 Stable / - . - .
CARE A2+

LT/ST: Long term/Short term
Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of instruments rated

Sr. No. \ Name of the Instrument Complexity Level
1 Fund-based/Non-fund-based-LT/ST Simple

Annexure-5: Lender details

To view lender-wise details of bank facilities please click here

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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Contact us

Media Contact Analytical Contacts
Name: Mradul Mishra Name: Hardik Shah
Director Director
CARE Ratings Limited CARE Ratings Limited
Phone: +91-22-6754 3596 Phone: +91-22-6754 3591
E-mail: mradul.mishra@careedge.in E-mail: hardik.shah@careedge.in
Relationship Contact Name: Arti Roy

Associate Director
Name: Saikat Roy CARE Ratings Limited
Senior Director Phone: +91-22-6754 3657
CARE Ratings Limited E-mail: arti.roy@careedge.in
Phone: +91-22-6754 3404
E-mail: saikat.roy@careedge.in Rohan Deshmukh

Assistant Director

CARE Ratings Limited

E-mail: rohan.deshmukh@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations to
sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with
the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For detailed Rationale Report and subscription information,
please visit www.careedge.in
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