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MDear Sir,
Please refer to our earfier letter dated 16 February, 2007.

In this connection, please note that CRISIL has revised its long-term rating on Hindalco
Industries Limited’s Non Convertible Debentures to "AA/Stable” from “AAA Rating Watch

Implications”.

The Rating Release issued by the CRISIL Ratings in this connection, is attached herewith, for
your reference.

This is for your information.

PROCESSED

Thanking you, % JUN 29 2007
/  THOMSO
Yours faithfully, F'NANCIAT
For Hindalco Industries Ltd 9\(\
| 1o
Malik,
General Manager &
Company Secretary /

Encl:- as above
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CRISIL revises HINDALCO’s NCD rating to “"AA"

Non-Convertible Debentures
Aggregating R5.10.39 Billion

AA/Stable (Downgraded from AAA and removed from
Rating Watch with Negative Implications)

Programme

Rs.0.25 Billion Short-Term Debt

Pl+ (Reaffirmed)

Analytical Contacts:

Raman Uberoi

Tel: +91-11-2372 1603

E-mail: ruberci@cnsil.com
Gurpreet S Chhatwal

Tel: +91-11-2372 1603

E-mail: gehhatwal®cerisil, com
CRISIL Rating Desk:

Tel: +91-22-6691 3047 / 65691 30564
Email: CRISILratingdesk@crisil.com

CRISIL has revised its long-term rating on Hindalco Industries Ltd's (Hindalce's) non-
convertible debentures to ‘AA/Stable’ from 'AAA/Rating Watch with Negative
Implications’. The rating had been placed on watch in February 2007 foliowing
Hindalco’s offer to acquire Novelis Inc {Novelis, rated ‘BB-/Negative/B-2' by Standard
& Poor’'s); the acquisition was completed on May 15, 2007. The rating on Hindalco’s short-
term debt stands reaffirmed.

The downward revision in the long-term rating reflects the increase in Hindalco’s financial
risk after its largely debt-funded acquisition of Novelis. The incidence of a large amcunt of
debt (estimated at USD3.1 billion) for funding the acquisition will impact Hindalco’s capital
structure, Novelis's profitability and cash accruals are expected to remain subdued over
the medium term; therefore, Hindalco will be required to support the large interest
burden arising from the debt-funded acquisition. Consequently, Hindalco's debt protection
measures are expected to remain below par for the rating category over the nexl three
years. CRISIL expects that, over the next 18 months, Hindalco will replace part of the
debt taken for the acquisition with equity; however Hindalco’s large capital expenditure
{capex) plan of Rs.150 billion over the next five years, comprising capacity enhancements
in aluminium and alumina, will preclude any material improvement in Hindalco's capital
Structure and debt protection indicators. Therefore, Hindalce's financial risk profile is likely
to be strained over the next three to four years. '

The ratings centinue to reflect Hindalco’s dominant position in the domestic aluminium
and copper industries: the company accounts for almost half of India’s installed cagacities
of these metals. Hindalco's aluminium operations are highly efficient, evident from its
status as one of the lowest-cost producers of aluminium in the world., This is supported by
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its highly integrated operations, from bauxite mining to manufacture of downstream
aluminium products; low-cost captive power gives Hindalco a significant competitive
advantage in an industry where power is a critical component of the cost structure.
Hindalco's product mix, for its aluminium business, has a sizeable proportion of value-
added products (over 60 per cent of revenues); this contributes to some extent to the
company’s high and stable margins. In addition, the Novelis acquisition gives it a global
footprint in aluminium rolled products: Novelis is the world's largest aluminium rolled
products company, with an estimated market share of 19 per cent in the value-added
rolled products segment. Over the long term, CRISIL also expects Hindalco to benefit
from Novelis's technology, to be implemented in Hindalco’s Indian operations, This will
enhance Hindalco's capabilities and range in value-added products.

The rating strengths are offset, to an extent, by the low profitability of the copper
business, and the company’s exposure to cyclical end-user industries and London Metal
Exchange prices.

Outlook

The ‘stable’ outlook incorporates CRISIL's expectation that Hindalco’s strong business
profile will help sustain the ratings at the current level, despite medium-term weakening
in the financial risk profile duve to the largely debt-funded acauisition and implementation
of large capex plans. CRISIL expects Hindalco to continue to operate with high financial
leverage over the medium term. Correction in the capital structure, through further equity
infusion, or higher-than-expected synergy benefits through faster integration, could lend
a positive bias to the rating. Conversely, delayed or lower-than-expected equity infusion,
large debt-funded capex/acquisitions, or delays in integration, could result in a negative
bias to the rating.

About Hindalco

Hindalco, the flagship company of the Aditya Birla group, has two strategic businesses—
aluminium and copper. The company commenced operations in 1962 with an aluminium
facility at Renukoot in Uttar Pradesh. Over the years, it has grown into the largest
integrated aluminium manufacturer in India, with a capacity to produce 461,000 tennes
per annum (tpa) of aluminium and 1,160,000 tpa of alumina. In 2006-07 (refers to
financial year, April 1 to March 31), Hindalco reported a net profit of Rs.25.64 billion
{Rs.16.56 billion in 2005-06} on net sales of Rs.183.13 billion (Rs.113.97 billion).

About Novelis

Novelis is the world's largest aluminium rolled products company, with an estimated 19
per cent market share. The company was de-merged from Alcan Inc (Alcan) in 2004; it
owns almost all of Alcan's former aluminium rolling businesses, and some alumina and
primary metal related businesses in Brazil. Novelis supplies aluminium sheets and foil to
the automotive and transportation, beverage and food packaging, construction and
industrial, and printing markets. In 2006 (refers to calendar yvear, January 1 to December
31), it reported a turnover of USD9.8 billion and a net loss of USD275 million.
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CRISIL is India's leading Ratings, Research, Risk and Policy Advisory company. CRISIL leverages its core
strengths of credibility and analytical rigour to deliver opinions and solutions, that help clients mitigate
and manage theic business and financial risks, make markets function better, and help shape public
policy. For more information, visit www.crisil.com

CRISIL is a majority-owned affiliate of Standard & Poor's, a division of The McGraw-Hill Companies.
Standard & Poor's is the world's foremost provider of financial market intelligence, including independent
credit ratings, indices, risk evaluation, investment research and dats. With approximately 7,500
employees, including wholly owned affiliates, located in 21 countries. Standard & Poor's is an essential
part of the world's financial infrastructure and has played a leading role for more than 140 years in
providing investors with the independent benchmarks they need to feel more confident about their
investment and financial decisions. For more information, visit www standardandpoors.com.

Disclaimer: A CRISIL rating refiects CRISIL's current opinion on the likelihood of timely payment of ihe
obligations under the rated instrument and does not constitute an audit of the rated entity by CRISIL,

CRISIL ratings are based on information provided by the issuer or obtained by CRISIL from sources it

considers reliable. CRISIL does not guarantee the completeness or accuracy of the information on which

the rating is based. A CRISIL rating is not a recommandation to buy, sell or hold the rated instrument; it
does not comment on the market price or suitability for a particular investor. All CRISIL ratings are under
surveiflance. Ratings are revised as and when circumstances so warrant. CRISIL is not responsible for
any errors and especially states that it has no financial llability whatsoever to the subscribers / useis /
transmitters / distributors of this product, For the latest rating Information on any instrument of any
company rated by CRISIL, please contact CRISIL RATING DESK at CRISILratingdesk@crisil.com, or at
(+91 22) 6691 3001 - 08.
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