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Date: 27.09.2019

The Secretary

BSE Limited

Deptt. of Corporate Services
(Listing Department)
Rotunda Building, P.J. Towers
Dalal Street, Fort

Mumbai - 400001

The Asst. Vice-President

National Stock Exchange of India Ltd.
“Exchange Plaza”

Bandra-Kurla Complex, Bandra (E)
Mumbai - 400051

The Secretary

The Calcutta Stock Exchange of India Ltd.
7, Lyons Range, '

Kolkata — 700001

Dear Sirs,

Sub: Kesoram Industries Ltd. - External Credit Rating accredited by Brickworks Ratings

In compliance of regulation 30 of the SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015 read with Part A of Schedule Ill to the Regulations, this is to inform you that
Brickworks Ratings India Pvt. Ltd. has accredited the rating BBB+ and A2 for the Company’s long
term and short term bank facilities respectively with outlook changed to ‘stable’ in its recent rating
exercise as per advice under reference no. BWR/BLR/HO/ERC/VS/3034/2019-20 dated 27"
September, 2019. A copy each of the aforesaid advice and the rational published are attached
herewith for your reference and record.

Please disseminate the above information for all stakeholders at large through your platform.
Thanking you,

For Kesoram Industries Ltd.
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Authorised Signatory
P + 91 38 2243 5453, 2242 9454 Kesoram Industries Limited AOg2s
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BWR/BLR/HO/ERC/VS/3034/2019-20 27-Sep-2019

Mr P Radhakrishnan

Chief Financial Officer
Kesoram Industries Limited
9/1 R N Mukherjee Road
Kolkata 700 001, West Bengal.

Dear Sir,

Qub: Annual Review cum Enhancement of Ratings of Bank Loan Facilities of Kesoram
Industries Limited aggregating ¥ 3,286.88 Crores (X Three Thousand Two Hundred Eighty Six
Crores Eighty Eight Lakhs Only)

Ref: BWR rating letter <SBWR/BLR/HO/ERC/VS/54 17/2018-19> dated 25-Mar-2019

On Annual review cum Enhancement of Kesoram Industries Limited performance based on the
information and clarifications provided by you, and as available in public sources, we are pleased
to inform you that the ratings of Kesoram Industries Limited’s Bank Loan Facilities amounting
to  3,286.88 crores have been reaffirmed as follows, with outlook changed to ‘Stable’:

Fund based R BBB / Credit Watch wi

Term Loan 2317.50 2,171.88] Long o ?cggtive(i::pllilcgi;: i Reaffirmation at BWR BBB+ / Stabld
5 i - : T P sed as BWR Triple B Plus

Cash Credit 720.00 erm (Pronounced as BWR Triple B Phag (Pronounced as BWR Triple B Plus

. Short Assigned BWR A2

Letter of Credit - 345.00 . . o 1
Baok Chuitanton g 50.00 Term (Pronounced as BWR Single A Two

Total 2317.50 3,286.88 T Three Thousand Two Hundred Eighty Six Croves Eighty Eight Lakhs Only

*For definition of the ratings please refer to our website wwwbrickworktings.com
Note: Details of bank wise facilities is as per Annexure-1
#Non fund based limits are interchangeable as per the respective sanctions of the banks
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ies Limited

The Ratings are valid for twelve months from this letter and subject to terms and conditions as
per your mandates letter dated 05-Sep-2019 and other correspondence, if any and Brickwork
Ratings’ standard disclaimer appended at the end of this letter. You are requested to provide No
Default statement on a monthly basis.

The rated bank loan facilitics would be under surveillance during the said period. You are
required to submit information periodically as per Amnexure-11 for the purpose of
surveillance/review. You are also required to keep us informed of any information/ development
that may affect your Company’s finances/performance without any delay.

Best Regards,

Note: Rating Rationale of all accepted Ratings are published on Brickwork Ratings website. All non-accepted
ratings are also published on Brickwork Ratings web-sife . Interested persons are well advised to refer to our
website www.brickworkratings.com, If they are unable to view the rationale, they are requested to inform us on
brickworkhelp@brickworkratings.com.

Disclaimer: Brickwork Ratings (BWR) hus assipned the rating based on the information obtained from the issuer and other relinhle
sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any data distortion; however, it does not examine
the precision or completeness of the information abrained. And henee, the information in this report is presented “as 15" without any
express or implied warranty of any kind. BWR docs nol make any representation in respect to the truth or accuracy of any such
information. The rating assigned by BWR should be treated as an opinion rather than @ recommendation 10 buy, sell or hold the rated
instanmient and BWR shall not be lable for any losses incurred by users from any use of this report or its contents. BWR has the right (o
change, suspend or withdraw the ratings at any time for any reasons.
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Annexure-11

The following documents/ information should be submitted to BWR:

Is

Confirmation from the Company that all the terms and conditions stipulated in the Bank’s
Term loan sanction letter has been fully complied with.

Certified copy of periodical book debts/bills receivables statements submitted to the
bank.

Confirmation about payment of installment and interest as and when paid.

Schedule of Term Loan installments and Interest due and payment made so far.

Certified copy of Quarterly Information Statements (QIS) and Half Yearly Information
Statements (HYIS) submitted to the bank.

Certified copy of Banks’ Statements of Accounts on a quarterly basis.

Quarterly / Half yearly financial statements (unaudited or with limited review) and
Annual financial statements (provisional as well as audited).

Information on delays/defaults in servicing bank loans, letters of credit, letters of
guarantee, NCDs, bonds and other borrowings, if any, by the Company as at the end of
March, June, September and December cach year.

Information on delays / defaults in servicing of debt obligations of any subsidiary/other
group companies, if any, as at the end of March, June, September and December each
year.

10. Any other statement / information sought by BWR from time to time.
11. All the aforesaid information shall be mailed to datGebrickworkratings.com

Page d of 4
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Rating Rationale
Kesoram Industries Limited

27-Sep-2019

Brickwork Ratings reaffirms ratings for enhanced amount of Long Term Bank Loan
Facilities from T 2,317.50 Crores to ¥ 2,891.88 Crores of Kesoram Industries Limited
(‘KIL’ or the ‘Company’), assigns rating for Short Term facilities of ¥ 395 Crs and changes
outlook to ‘Stable’

Particulars

Fund based BWR BBB+ / Credit Watch with
Term Loan 2317.50| 2,171.88] Long negative implications Reaffirmation at BWR BBB+ / Stable]
Cash Credit - 720.00| Term | (Pronounced as BWR Triple B (Pronounced as BWR Triple B Plus)
Plus)
on se :
Letter of Credit . 3500 | Shon . ARG BVR A2
Bank Guarantee ) 50.00 erm (Pronounced as BWR Single A Two)

% Three Thousand Two Hundred Eighty Six Crores Eighty Eight Lakhs

Total 2317.50 | 3,286.88
Only

*Please refer to BWR website wuw brickworkratings.com/ for definition of the ratings
%% Details of Bank facilities is provided in Annexure-I
#Non fund based limits are interchangeable as per the respective sanctions of the banks

Rating Action / Outlook

The reaffirmation of ratings for the enhanced long term bank facilities is on the account of
improvement in overall performance of tyre and cement business and clear visibility of the
ongoing demerger process. Almost all procedural approvals have been obtained, all the
interested parties have consented to the demerger which is effective from 01-Jan-2019 for
demerger of tyre business as a separate legal entity (Birla Tyres Limited) and the final order from
NCLT is expected on 18-Oct-2019. It also noted that the promoters are in the advanced stage of
infusing capital in tyre business in tranches to revive and improve that segment. It is expected
that the promoters will infuse ~Z 400 Crs by the end of FY20, and about ¥ 200 Crs inFY21.
Kesoram Industries Ltd (KIL) and Birla Tyres Ltd (BTL) (the demerged entity of tyre business)
would have own management teams and separate Directors, who can chart out their own

www.brickworkratings.com Page 1 0of 8 27-Sep-2019
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independent strategies to maximize value creation for their respective stakeholders. The
demerger shall also enable enhanced focus on the operations of the demerged undertaking and
also the residual company. KIL has informed that the demerged company, BTL, will also be

listed. Upon final approval by the NCLT, each shareholder of the Company, as on a determined
Record Date, will be allotted one equity share in BTL on a 1:1 basis.

The ratings continues to factor, inter alia, well established brand position in tyre and cement
business and long track record of the Company for over 100 years, various measures undertaken
by the Company including divestment of various non-core assets to scale up efficiency of
operations and improvement in financial performance in FY19 as compared to FY18. Itis also
noted that Q1FY20 performance of KIL indicates continued performance efficiency. The ratings
are however constrained by limitations of manufacturing presence only in South India which
limits market expansion, cement industry is subject to shorter cycles of business and the impact
of market forces is greater, for a longer time. Also, even though tyre business is going to be spun
off, currently, it is a drag on the combined entity.

The short term ratings, now assigned is for the non fund based facilities, which forms part of the
working capital limits sanctioned to KIL and being rated by BWR now.

The change of outlook from ‘credit watch negative implication’ to ‘Stable’, factors the positive
developments regarding the ongoing demerger process. It can be reasonably expected that NCLT
will pass favourable orders on 18-Oct-2019. Post demerger of tyre business, KIL will
concentrate on cement business only. Moreover, the cement business, which has been
continuously profitable, is expected to improve its financial metrics post demerger. However, on
going demerger process will be closely monitored.

Key Rating Drivers
Credit Strengths:

e [Established track record of the Company for over 100 years : Kesoram Industries Ltd
(KIL) was incorporated in 1919 by its eminent promoter, Mr G D Birla. It is currently
headed by Mrs Manjushree Khaitan (D/o Mr B K Birla), The Chairperson & Non
Executive Director, after the demise of Mr B K Birla in July 2019. She has been actively
involved in the operations of KIL since 1998 as a director. KIL is the Flagship Company
of B K Birla group and is engaged in the manufacture of Cement and Tyres, each with a
strong brand image in respective business. As of 31-Mar-2019, 53.18% of shares are
directly or indirectly with the promoter group.

e Established strong position in eight states for Cement business and continuing to
perform : KIL has two cement plants one is located in Sedam, Karnataka and other one
is in Basanth Nagar, Telangana which are supported by captive limestone mines and
captive power plants. Both the plants are strategically located in very close proximity to

www.brickworkratings.com Page 2 of 8 27-Sep-2019
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limestone unit which is a2 major raw material to manufacture cement and outreach to eight
different markets (Andra Pradesh, Kerala, Goa, Karnataka, Madhya Pradesh,
Maharashtra, Tamilnadu and Telangana). Moreover, the product has a strong brand image
was built over the years as “Birla Shakti Cement” in eight states with 3,365 dealers.

e Improvement in Financial Performance in FY19 & QI1FY20 : KIL continues to
perform for the last two years. During FY19, KIL has reported a marginal increase in an
operating revenue of ¥ 3,878.66 Crs with a OPBDIT of ¥ 209.23 Crs while in FY 18 KIL
reported an operating income of ¥ 3,704.57 Crs with a negative OPBDIT of T 69.44 Crs,
Similarly PAT also improved from negative ¥ 463.51 Crs in FY18 to negative of ¥
254.25 Crs in FY19. Although tyre business was dragging the Company’s performance
but the growth of the cement business is substantial in the last two quarters and it resulted
in an improvement in overall performance of KIL in FY19. Post demerger of tyre
business to separate legal entity, KIL will benenefitted with unlocking its potential for its
growth and will improve credit profile, by increased focus on cement. As the debt levels
will come down post demerger, this will also contribute to improvement in the financials.

Credit Risks:

e Cyclical nature of the cement industry : The Cement industry is highly correlated with
economic development which is crucial for growth of the cement industry. Moreover,
prolonged monsoon might impact its demand in HI, however, partially it is offset by
normal season in H2FY. The industry is subject to shorter cycles of business , and the
impact of market forces is greater, for a longer time.

e Concentrated to South India Visibility : Its manufacturing units are located in South
India (Telangana and Karnataka), and this limits market expansion.

Analytical Approach - Standalone
For arriving at its ratings, BWR has applied its rating methodology as detailed in the Rating
Criteria detailed below (hyperlinks provided at the end of this rationale).

Rating Sensitivities
The Company’s ability to maintain improving cement business in a sluggish economy in

competitive environment and maintaining optimal total debt to equity and improving liquidity
will be the key rating sensitivities.

Positive : The outlook may be revised if any substantial increase in operating income while
increasing profitability while reducing total debt from current level post demerger.

Negative : The outlook may be revised if any delay in demerger process, any decrease in
operating income which impacts profitability and liquidity.

Liquidity Position

www.brickworkratings,.com Page 3 of 8 27-Sep-2019
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Stretched liquidity is characterized by negative cash accruals due to loss making tyre business..
For the last six months, utilization of fund based working capital was almost 95% and liquid cash
& cash equivalent of ¥ 18.24 Crs and fixed deposits of T 27.94 Crs (Lien marked deposits of ¥
17.53 Crs). The promoters have infused additional capital to the extent of ¥ 312 Crs to meet its

debt obligations and improve operations. However, the cement business has the ability to
generate sufficient operating cash flow to meet its debt obligations.

Company Profile

Kesoram Industries Ltd (KIL) was incorporated in 1919 by its eminent promoter, Mr G D Birla.
It is currently headed by Mrs Manjushree Khaitan, The Chairperson & Non Executive Director.
KIL is the Flagship Company of B K Birla group and is engaged in the manufacture of Cement
and Tyre, each with a strong brand image. KIL’s tyre manufacturing facility is located in
Balasore, Odisha and its cement manufacturing facilities are based in Sedam, Karnataka &
Basant Nagar, Andhra Pradesh. The products of KIL are marketed under the brand name ‘Birla
Tyre’ and ‘Birla Shakti Cement’ for its tyre and cement segments respectively, through its
Pan-India marketing presence. KIL is a listed company with the promoters holding 53.18 % of
equity as of 31-Mar-2019, and the balance held by public and other Institutions. The Board of
KIL consists of eight directors including Mrs Manjushree Khaitan, The Chairperson and Non
Executive Director.

K ; Financia Indicators

Operating Incoc I Cr 3,704.57 3,878.66
EBITDA RCe (69.44) 209.23
PAT X Cr (463.51) (254.25)
Tangible Net Worth XCr 1,015.33 1,033.33
Total Debt / Tangible Net Worth Times 773.70 530.19
Current Ratio Times 0.74 0.63

Key Covenants of Instrument / Facility Rated : Not Applicable
Non-Cooperation with previous Rating Agency, if any : Not Applicable
Any other information : Not Applicable

www.brickworkratings.com Page 4 of 8 27-Sep-2019



Rating History for the last three years

Feyos Amount
(Long Term/ @ Cr) Rating 29-Mar-2019 08-May-2017 28-Jun-2016
Short Term)
BWR BBB+ / Credit
Long Term BWR BBB+ / Stable | Watch with Negative | BWR A+/Stable | BWR A+/ Stable
Fund (Term Loan 2.891.88 (Pronounced as Implications (Pronounced as (Pronounced as
Based & Cash T BWR Triple B Plus) | (Pronounced as BWR BWR Single A BWR Single A
Credit)# Triple B Plus) Plus) Plus)
Non Fund | Short Term it
Based (LC & BG)# 395.00 (Pronounced as - - -
BWR Single A Two)
Total 3,286.88 ¥ Three Thousand Two Hundred Eighty Six Crores Eighty Eight Lakhs Only

#As detailed in annexure |

Complexity Levels of the Instruments
For more information, visit

rickworkrati

Hyperlink/Reference to applicable Criteria

r

Debt

www.brickworkratings.com

General Criteria
Approach to Financial Ratios

Manufacturing Companies

wnloa lexi
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For any other criteria obtain hyperlinks from website

Analytical Contacts Investor and Media Relations

Kavinath Swaminathan
Manager - Ratings
Board: 080 4040 9940 Ext: 338

kavinath.s@brickworkratings.com M :+9] 7738875550
B : +91 22 6745 6666
Vidya Shankar investordesk@brickworkratings.com

Sr. Director — Ratings
Board: 080 4040 9940
Vidyashankar@brickworkratings.com

- 200.00 - 92.50 - 370.00 | 92.50 | 13938 | 75.00 = =
Loan 0
Fund
Bhsod Ccrtsdlzt 240.00 | 25.00 | 50.00 | 25.00 | 73.00 | 48.50 | 50.00 - - 80.00 | 3850 | 90.00

Letter of

Credit 22000 | 5.00 75.00 - - 30.00 - - - - - 15.00

¥ Three Thousand Two Hundred Eighty Six Crores Eighty Eight Lakhs Only

Additional information is available at www brickworkratings.com. The ratings above were
solicited by, or on behalf of, the issuer, and therefore, Brickwork Ratings has been compensated
for the provision of the ratings.
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Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other
person, to buy, sell, make or hold any investment, loan or security or to undertake any
investment strategy with respect to any investment, loan or security or any issuer,

About Brickwork Ratings: Brickwork Ratings (BWR) is India’s home grown credit rating
agency built with superior analytical prowess from industry’s most experienced credit analysts,
bankers and regulators. Established in 2007, Brickwork Ratings aims to provide reliable credit
ratings by creating new standards for assessing risk and by offering accurate and transparent
ratings. Brickwork Ratings provides investors and lenders timely and in-depth research across
the Structured Finance, Public Finance, Financial Institutions, Project Finance and Corporate
sectors.

Brickwork Ratings has employed over 350 credit analysts and credit market professionals across
8 offices in India. Our experienced analysts have published over 12,000 ratings across asset
classes. Brickwork Ratings is committed to provide the investment community with the products
and services needed to make informed investment decisions. Brickwork Ratings is a registered
credit rating agency by Securities and Exchange Board of India (SEBI) and a recognized external
credit assessment agency (ECAI) by Reserve Bank of India (RBI) to carry out credit ratings in
India.

Brickwork Ratings is promoted by Canara Bank, India’s leading public sector bank. More on
Canara Bank available at www.canarabank.co.in

For more information, visit www.brickworkratings.com

DISCLAIMER

Copyright © 2019 by Brickwork Ratings India Pvt. Ltd., 3rd Floor, Raj Alkaa Park, 29/3 & 32/2, Bannerghatta Main Rd, Kalena Agrahara, Bengalury, Karnataka
560076 Telephone: +91 80 4040 9940. Fax: +91 80 4040 9941. Reproduction or retransmission in whole or in part is prohibited except by permission. All rights
reserved. In issuing and maintaining its ratings, Brickwork Ratings relies on factual information it receives from issuers and underwriters and from other sources
Brickwork Ratings believes to be credible, Brickwork Ratings conducts a reasonable investigation of the factual information relied upon by it in accordance with its
ratings methodology, and obtai bie verification of that information from independent sources, to the extent such sources are available for a given security or
in a given jurisdiction. The manner of Brickwork Ratings' factual investigation and the scope of the third-party verification it obtains will vary depending on the
nature of the rated security and ils issuer, the requirements and practices in the jurisdiction in which the rated security 1s offered and sold and/or the issuer is located,
the availability and nature of relevant public information, access 1o the management of the issuer and its advisers, the availubility of pre-existing third-party
verifications such as audit repoﬂ.s agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third
parties, the availability of i dent and I third-party verification sources with respect to the particular security or in the particular jurisdiction of the
issuer, and a varicty of other fw.‘.tnrs, Users of Brickwork Ratings' ratings should understand that neither an enhanced factual investigation nor any third-party
verification can ensure that all of the information Brickwork Ratings relies on in connection with a rating will be accurate and complete, Ultimately, the issuer and its
advisers are responsible for the sccuracy of the information they provide to Brickwork Ratings and to the market in offering documents and other reports. In issuing
its ratings Brickwork Ratings must rely on the work of experts, including mdependenl auditors with respect to financial statements and attorneys with respect to legal
and tax matters, Further, ratings are inherently forward-looking and embody P and predictions sbout future events that by their nature cannot be verified as

facts, As 2 result, despite any verification of current facts, ratings can be affected by future events or conditions that were not anticipated at the ime a rating was
issued or affirmed.

THE INFORMATION IN THIS REPORT IS PROVIDED “AS IS" WITHOUT ANY REPRESENTATION OR WARRANTY OF ANY KIND. A Brickwork
an,g,s raung |s an oplnlcn as to the creditworthiness of a security. This opinion is based on established criteria and methodologies that Brickwork Ratings is
Iy g and updating. Therefore, ratings are the collective work product of Brickwork Ratings and no individual, or group of individuals, is solely
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responsible for a rating. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned, Brickwork Ratings
is not engaged in the offer or sale of any security. All Brickwork Ratings reports have shared authorship. Individuals identified in a Brickwork Ratings report were
involved in, but are not solely respansible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing & Brickwork
Ratings rating is neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection with
the sale of the securities. Ratings may be changed or withdrawn at anytime for any reason in the sole discretion of Brickwork Ratings. Brickwork Ratings does not
provide investment advice of any sort. Ratings are nota dation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price,
the suitability of any security for a particular investor, or the tax pt nature or bility of payments made in respect to any security. Neither Brickwork Ratings
nor its affiliates, third party providers, as well as their directors, officers, shareholders, employees or agents (collectively, "BWR Reps") guarantee the accuracy,
completeness or adequacy of the Report, and no BWR Reps shall have any liability for any emors, omissions, or interruptions therein, regardless ofthe -Gause, of for
the results obtained from the use of any part ofthls publication. In no event shall any BWR Reps be liable to any party for any direct, indirect, plary,
compensatory, puniti\fa. special or q costs, exp legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs) in connection with any use of any part of the Report even if advised of the possibility of such damages. Brickwork Ratings receives fees from
issuers, insurers, guarantors, other obligors, and underwriters for rating securities.
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