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A Group of companies might comprise common promoters, significant cross-holdings and sometimes, a 

shared name or logo.  The criteria in this document are mainly applicable to large groups which have multiple 

sector operations with a relatively complex holding structure. The methodology adopted by BWR usually 

involves determining the standalone rating of the entity initially  and then the extent of notching of the  rating 

for the entity depending on the credit quality of the group. The assessment of the credit risk is done  after 

evaluating an Issuer's business and financial risks, its competitive strengths, likely cash flows over the life of 

the instrument being rated and the adequacy of such cash flows vis-à-vis its debt servicing obligations. BWR 

then sesses factors such as the degree of integration between the entity and the group, extent and likelihood of 

support from the group or parent,  moral obligation on the group to support the entity, ability and willingness 

of the group  to extend support to the Issuer (and vice-versa), besides evaluating the Issuer's own fundamental 

economic viability.  The group's overall credit profile is analyzed by factoring in the business, financial  and 

management risks of its major constituent entities.

Implicit support reflects the expectation that a parent company of the group will step in to support a subsidiary 

or group entity in the event of financial difficulty and meet its debt obligations. Implicit support from a parent 

company is  an economic factor that can influence  the credit rating of an entity. The extent of parent or group 

support depends on the entity's relation to the group or parent, ranging from being a non-core, non-strategic 

investment  to a fully integrated part of the group. 

BWR first determines a stand-alone credit rating for the entity. Subsequently, the relationship with the group 

is taken into account. A judgment is made based on a number of factors as to what extent the parent/group  

would provide the support in the event of financial stress. In general, these factors reflect the importance of the 

subsidiary to the parent/group  and the nature of the linkages between them. Once the overall balance of the 

factors has been assessed, the number of notches by which the stand-alone rating should be improved is 

determined. 

The following parameters are generally adopted to determine the extent of notching of the rating of a group 

entity:

1. Business linkages, strategic importance and economic significance:

The relevance of the entity  to the Group, extent of shareholding by promoters/ Group and economic incentives 

to the Group are examined. The relative contribution of the entity towards the consolidated turnover and 

profits of the group, commonality in business activities  and criticality of the entity  to the group are 

considered.
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2. Extent of Support:

The extent of management control on the rated entity can be understood based on the group's active 

involvement in managerial decisions and day-to-day operations of the entity. The extent of management 

control, commonality of resources,  track record of the group in extending financial support to group 

companies in times of are some of he factors which an am e a difference.

3. Groups with strong credit quality:

Groups with satisfactory credit quality usually have an established brand image and reputation in the industry, 

are generally listed, have a professional management and a strong, independent board and good financial 

flexibility. Promoters' stake in the various group companies could be fairly significant and they exercise 

management control over the group. Some groups may, however, operate as family groups, in one or two 

businesses, with common promoters, segregation of business among different family members, geographical 

divisions, or for legal/taxation purposes. Companies in this group are characterized by commonality of 

management, fungibility of cash flows, intergroup transactions including cross guarantee of debt etc. In cases 

where the instrument being rated is unconditionally and irrevocably guaranteed by another group company 

with a higher rating, backed by a suitable structured payment mechanism, the rating of the instrument is 

equated to the rating of the guarantor. The rating is suffixed with the tag, SO (Structured Obligation), which 

highlights the credit enhancement in the form of the parent/group  guarantee and payment mechanism.

Disclaimer:

It must be clearly understood that a Rating opinion is based on various factors/aspects which includes application of certain Rating criteria. The 
particular criteria applied depends on a number of factors, inter alia, sector/Industry, historical performance, cyclical trends, prevailing economic 
condition, group support etc.  Rating opinions factor many assumptions and the application of any particular criteria or a set of criteria may be full 
or partial depending upon peculiarity of each case. Application of any Rating criteria should not therefore be considered as rendering finality or 
completeness to a Rating assessment. A reference to criteria needs to be perceived in broad terms, only as an aid to a rating decision.
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