
KKESORAM 
www.kesocorp.com  

Dated: 08.06.2018 

The Secretary 

The Calcutta Stock Exchange Ltd. 

7, Lyons Range 

Kolkata - 700 001  

The Secretary 

BSE Limited 

Phiroze Jeejeebhoy Towers 

Dalal Street 

Mumbai Samachar Marg 

Mumbai - 400 001  

The Vice-President 

National Stock Exchange of India Ltd. 

"Exchange Plaza" 

Bandra-Kurla Complex 

Bandra (E) 

Mumbai - 400 051  

Ref: Disclosure in Compliance with Regulation 30, Schedule III Part A of the Securities and Exchange 

Board of India (Listing Obligations and Disclosure Requirements) Regulations, 2015 

Dear Sir, 

A copy of a letter received yesterday from CARE Ratings Limited revising our ratings in respect of our 

facilities amounting to Rs. 1805 Crores is attached. 

Thanking you, 

Yours faithfully, 

For Ke am Industries L.irrfed 

L Z-7  Gautam Gangur 

Company Secret ry 

Encl: As Above 
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Ratings 
Protessiona1Itisk Oro km 

Mr. T. K. bas 

Chief Financial Officer 

Kesoram Industries Limited 

Bira Building (8 th  Floor] 

9/1, R.N. Mukhuriee Road 

Kolkata — 700 001 

May 18, 2018 

Confidential 

Dear Sir, 

Credit rating for bank facilities aggregating Rs.1,805.00 crore 

On the basis of recent developments in your company, our Rating Committee has reviewed he 

following ratings. 

Facilities 
Amount 

(RsCrore ) 
Ratings' Rating action 

ong-term Bank 

rac?it'eS 

Long/Short 

term Bank 

f- acititTs 

Short term 

Bank Facilities 

Total 

Withdrawn 

Revised from CARE A-/CARE A2+; 
Credit watch with negative 

implications 

(Single A Minus/A Two Plus; Credi t 

watch with 

negative implications) 

100 

(reduced from 

1,3151 

705 

(enhanced from 

58S) 

1,805 

(Rupees One 

Thousand Eight 

Hundred and Five 
crore only) 

CARE BBB/CARE A3+; 

Credit watch with developing 

implications 

(Triple 8/A Three Plus; Credit 

watch with developing 

implications) 

CARE A3+; 

Credit watch with developing 

implications 

(A Three Plus; Credit watch with 

developing implications 

Revised from CARE A2+; Credit 

watch with negative implications 

(A Two Plus; Credit watch with 

negative 

implications) 

2. Refer Annexure 1 for details of rated facilities 

3. A write up (press release 
	

n the above rating is proposed to be issued to the press shortly, a 

draft of which is enclosed for your perusal as Annexure-2. We request you to peruse the annexed 

document and offer your comment ,, if any. We are doing this as a matter of courtesy to our 

clients and with a view to ensure that no factual inaccuracies have nadvertently crept in Kin 
f_ 

'Complete definitions of t'i' rarrnqs a5slanea ale avoi!able at www.coreratino.corn  and in other CAN! publIcoN 
CARE RatinysiirT-Cited 

{Formerly known as Credit Analysis & littoarch limited) 

CORPORAII OFF/Cf: 4" flout, Godrai Coliseum, Somaiya Hospital koad, 

Off Eastern Exprliss Highway, Sian ttl, Mvmhat • 4000/2.. 

Tel., +91-224754 3456 • FLA: •91.12.6 , 54 

mail: care@caracatings.cons .  www caterahngs..com 

(.1141,67190/01-11993P1C07 , 691 

IrOffoor, Prasad Chambers, ISha9u4 Mall B109 

10A„ Shakespeare Saran!. Kolkatt a 700 cn 
4piti1600ra2 • 	4C1 1 



revert as early as possible. In any case, if we do not hear from you by May 21, 2018 we will 

proceed on the basis that you have no comments to offer. 

4 CARE reserves the right to undertake a surveillance/review of the rating from time to time, based 

on circumstances warranting such review, subject to at least one such review/surveillance every 

year. 

5. CART reserves the right to revise/reaffirm/withdraw the rating assigned as also revise the 

outlook, as a result of periodic review/surveillance, based on any event or information which in 

the opinion of CARE warrants such an action. In the event of failure on the part of the entity to 

furnish such information, material or clarifications as may be required by CARE so as to enable it 

to carry out continuous monitoring of the rating of the bank facilities, CARE shall carry out the 

review on the basis of best available information throughout the life time of such bank facilities. 

In such cases the credit rating symbol shall be accompanied by "ISSUER NOT COOPERATING". 

CARL shall also be entitled to publicize/disseminate all the afore -mentioned rating actions in any 

manner considered appropriate by it, without reference to you. 

b. CARE ratings do not take into account the sovereign risk, if any, attached to the foreign currency 

loans, and the ratings are applicable only to the rupee equivalent of these loans. 

7. Users of this rating may kindly refer our website www.careratings.com  for latest update on the 

outstanding rating. 

8. CARE ratings are not recommendations to sanction, renew, disburse or recall the concerned bank 

facilities. 

you need any clarification, you are welcome to approach us in this regard. 

Thanking you, 

Yours faithfully, 

ri. l, As above  

11.144..L 

Akshay Bhalotia 

Deputy Manager 

akshay.bhalotiaPcareratings.com  

Mamta Muklania 

Asst. General Manager 

mamta.khemka@careratings.corn 

Disclaimer 

ClR raiings are opinions on credit quality and are nut recommendationsto sanction, renew, disburse or re. 

Loncerned bank facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on information t1:aiIJ 

um sources believed by it to be accurate and reliable. CARE does not, however, parantpe the accuracy, it (Jett Jar.y 

completeness of any information and IS not responsible for any errors or omissions or for the results obtained irom the 
JSI -. of such Information, Most entities whose bank facilities/instruments are rated by CARE have paid a credit iatinKic 
used on the amount and type of bank facilities/instruments, 

CARE Ratings Limited 
(Formerly known as Credit Analysis & Research Limited') 

3rd Fluor, Praised Chambers, (Shagun Mall Bldg.p. IDA, Shaker,peare Swans, Kalkatta • 700 071 
t AU +9 - 	4018 1600/ OP • FAX: .9.133-401e 1603 • w•vw.earetalingacom • (IN-167190MH1993PLC071691 



case of partnt•ryp , o/proprielory COnCernt, tree rating/outlook assigned by CARL is based on the capitai deployed by thri 

partner51proprintur the financial ;trength of the firm at present, The raungioutiook Fray undergo change ti Us*? 0! 

withdrawal of c..4) tat or the unsct.ureu loans proughil rn oy the partners/proprietor pr additior to the l , nancial 
portorrrancc and other ioicyant Lino's 

CARE Ratings Limited 
(Formerly known as Credit Analysis k Research limited) 

3rd Floor, Prasad Charobe , I, (Shagon Mall Bldg
3

.). 10A, Shakespeare Swam, Kolkatta /00 0/1, 
Tel .91.33- 4018 1600/02 . $x ,913t. 4C18 1603 • wore, carerangs.rom • CIN-L67190k4H1093PLCO/1691 



Annexure 1 

Details of Rated Facilities 

1, Long/Short-term facilities 

1. A. Fund based limits - Cash Credit/Export Packing Credit/Packing Credit in foreign currency 

Si. No. Name of the Bank 

; Szati• Bank of India 

Bank 

Kutak Mahindra Bank 

P.,..n j ab National Bank 

Amount 
(Rs. Crore) 

47400 

130,00 

41 00 
60.0U_ 

Remarks 

25.00 

_ 
100.00 

Sanctioned & tied-up Axis Bank 

ICICI Bank 

7 	Indusind Bank 

8 	South Indian Bank 

--1—`es Bank  

Lakshmi V las Bank 

Proposed 
Total 

50.00 

100,00 

20.00 

, 00.00 

50.00 

Yet to be tied up 

Total Long/Short-term facilities: RS.1,100.00 crore 

7. Short-term facilities 

2. A. Term Loan 

I Rated Amount7  Remarks 
SI. No. Name of the Bank ! 	 I 	 Repayment terms 

(Rs.  crore) 	(Sanctioned) 

1 	! Indusind Bank 
, 	

130.00 1 Outstanding 	Bullet repayment at the end of 1 year 

i 

B. Non fund based limits - Bank Guarantee / Letter of Credit 

	 --4- 
Total 	 130.001 

Si. No. 	Name of the Bink  

1 	State  Bank of India  

2 	Punjab National Bank  

3 	I HDFC Bank 	 

I Axis Bank 

5 	ICICI Bank 

Proposed 
Total 

Total Short-term facilities: Rs.705.00 crore 

Total facilities rated: Rs.1,805.00 crore 

Amount (Rs.  Crore) 	I 	Remarks 

290.00 

30.00 

15.00 
	

San t °fled & tied up 

5.00 

75.00 

160,00 1 Yet  to be !lea up 

575.00 

CARE Ratings Limited 
(Formerly known as Credit Analysis & Research Limited) 

3rd floor, Naiad Chambers, (Shagun Mall Bldg.). 10A, Shakespear. Saito], Kolkarse • /00 071. 

4•91- 33. 4018 1600 / 02 • Faa. .91 .33- 4010 1603 • VeVew c,a re rat' 1-1.9 	rn • CIN•1,67191}MH1993PIC071691 



ang/Snort-terrn 

Bank Facilities 

1,100 

(reduced from 1,31 5 

Short-term Bank 

PacPit ie s 

• :Ing-term Bank 

t aclities 

705 

Anhanced from 

Annexure 2  

Press Release 

Kesoram Industries Limited 
Ratings 

Facilities 
	 Amount 

(Rs. crore ) 

1,805 

(Rupees One 

Total 	 Thousand Eight 

Hundred and Five 

crore only) 

Cietaits of facrUties rn Annextite-1 

Ratings' 

CARE B88/CARE A +; 

Credit watch with developing 

implications 

(Triple B/A Three Plus; Credit 
watch with developing 

implications) 

CARE A3+; 

Credit watch with developing 

implications 

(A Three Plus; Credit watch 

with developing implications 

Rating Action 

Revised from CARE A-/CARE A2+; , 

Credit watch with negative 

implications 

(Single A Minus/A Two Plus, 

Credit watch with 

negative implications 

Revised from CARE A24; Credit 

watch with negative implications 

(A Two Plus; Credit watch with 

negative 

implications) 

Withdrawn 

Detailed Rationale and Key Rating Drivers 

In February 2018, CARF had continued the rating watch with negative implications for the ratings 

assigned to the bank facilities of Kesoram Industries Ltd (KIL) after evaluating the financial 

performance of the company in Q3FY18 and plans of the company to manage the existing financial 
risk profile by way of infusion of equity & improvement in liquidity profile and induction of a partner' 

in the tyre division. 

KIL has published its unaudited financial results for the quarter ended March 31, 2018 wherein it has 

reported loss of Rs 15817 crore as against loss of R.s.43.17 crore incurred in Q3FY18. The revision iii 

the ratings assigned to the bank facilities of KIL takes into account the significant loss in Q4FY18 with 

lower than expected profitability in the cement division and continued loss in the tyre division 

The ratings take note of infusion of equity of Rs,312 crore in March'2018 which has been utilised to 

reduce debt, However, the sale or induction of a partner for its tyre division is yet to materialise 

CARE continues to put the rating assigned to the company on credit watch with developing 
implications pending clarity on the above transaction which is likely to have a significant impact (In 

the financial risk profile of the company. 

Complete definaions of the ravings assigned are available at www,prerarings.com  and ?r1 other CARE 

CARE Ratings Limited 
(i. ogrnerly known as Credit Analysis & Research Limited) 

5 Let Floor, IN asad Chambrot 4Sha9u, MN Ei/dc.) 10A. Shakespeare Saranl, Kolkatta - 700 071. 
tei .91 .13. 4018 1600 / 02 • 1.. .91.,31. 4018 1603 • .1Ww , careratmgcc am • CIN.1.67190MH1993PLC07169? 



CARE Ratings Limited 
(Formerly known as Credit Analysis tx Research Limited) 

lod Roo!, Prated CII■ mber$, (6649•in Mail 3069„ 10A, 564kospoor. Saran!, Xelkaltia - 700 071 

1 41 *41-33- 4018 loon/ 07 • fur •91.33. 4018 1403 • www.caocoatiery).tooro • CIA14671906.41-119931q6371691 

I he ratings draw strength from the long and established track record of promoters and 

demonstrated support by the promoters to the company and operational efficiency of the cement 

division 

The ratings remain constrained by the leveraged capital structure, losses in tyre division, risk of 

volatility in raw material prices of tyre division, high competition in the tyre industry and cyclicality of 

the cement industry. 

Detailed description of the key rating drivers 

Key Rating Strengths 

Long & established track record of the company 

Kit, the flagship company of B. K. Birla group, was set up in the year 1919 and has been operating 

over the last nine decades. B. K. Birla group is a leading industrial group in the country with major 

nterests in tea, cement, tyres, textiles, etc. Mr. B. K. Birla is the promoter & Chairman of KIL and his 

daughter Smt. Manjushree Khaitan is the vice-chairperson and executive director. As on March 31, 

1018, the promoters' stake in KIL is around 51.39%. 

The promoters infused equity of Rs.312 crore in March 2018 through preferential allotment and 

warrants and Rs.23.73 crore was infused as unsecured loan. 

Operational efficiency of cement division by way of limestone mines and captive power plant 

in the cement segment, KIL sells both PPC and OPC. The ratio of OPC and PPC is around 55AS. Kir 

sells cement under the brand name 'Birla Shaktl' and has presence in Western and Southern regions 

f.: f the country.. KIL sources limestone from its two leasehold mines (one each at both the locations) 

1 tie limestone reserves at both the mines extend beyond economic life of the respective plants. The 

sdid mines are located in proximity of the clinker plants, thereby enabling the company to optimi7e 

cost. Cement production, being power intensive, Ku . needs uninterrupted supply of power which is 

ensured by the CPPs installed at its plant locations (aggregate capacity 93MW), which meets the 

entire annual power requirement of the cement unit. The cheaper cost of power generated in CPPs 

vis-a-vis power from GRID reduces power cost leading to improvement in operational efficiency of 

the company 

Key Rating Weaknesses 

Continued losses in FY18 
During FY18 {prose.), the company's total operating income declined by 10.46% mainly on account of 

i)wer sales in both tyre and cement division. The company incurred operating loss of Rs.69,28 crore 

tn FY18 vis-a-vis operating profit of Rs.23.67 crore in FY17 primarily due to increased losses in the tyre 

division. The profitability of cement division improved during the year despite subdued performance 

during 0,31Y18 on account of lower prices in Maharashtra region (around 50% of its produce is sold in 

Maharashtra). The division achieved PBILDT of Rs.212 crore in FY18 as against Rs.181 crore in FY37 

However, the losses from tyre division increased to Rs.90 crore in FY18 as against Rs,40 crore in FY:7. 

Consequently, with increased operational losses and increase in interest cost, the loss before 

exceptional items increased to Rs.390.29 crore in FY18 (Rs.275.46 crore in FY17). The company 

incurred exceptional cost of R5.75.22 crore in FY18 vis-a-vis exceptional income of Rs.121.35 crore in 

FYI 1. Accordingly, the net loss increased during the year to Rs.463.51 crore vis-a-vis Rs.154,87 crore 

in Y17. 

Due to the losses, the company's networth declined from Rs,846.27 crore as on March 31, ?M. / tn 

Rs (13,70 crore as on March 31, 2018 despite equity infusion of Rs.312 crore. during March'18. The 

WWI debt outstanding remained at similar level at Rs.3,425 crore as on March 31, 2018 as against 



Rs.3,538.62 crore as on March 31, 2017 The overall gearing remai ned high at 4.43x as on March 31, 

7018 

Losses in tyre division 
In the tyre segment, Mt.'s aggregate installed capacity is around 21.65 lakh tyres per annum Its 
product portfolio consists of mainly Truck/Bus Tyre, 2/3 wheelers tyres, Light commercial vehicle 
tyres. Replacement market accounts for around 65% of the total sales of tyre division KIL sells tyres 

Wilder the brand name of Birla tyres) 

The operating loss of tyre division increased to Rs.90 crore in FY18 as against loss of Rs,40 crore in 
FY17. The performance of the division was impacted during H1FY18 due to high natural rubber prices 

and low capacity utilisation due to import of Chinese tyres and destocking by dealers prior to 

implementation of G.Si the profitability of division improved during H2FY18 with decline in natwol 

rubber prices and imposition of Anti-Dumping Duty an import of Chinese Tyres. However, the 

performance of the tyre division remains impacted due to sale of low margin Truck & Bus bias tyres 

and stiff completion from the established players in the industiy. 

he Company is setting up a Passenger Car Radial tyre Unit of 80 MT per day at Balasore umn for 
which it has already incurred around Rs 740 crore. The company is in the process of inducting a 

partner in the tyre division or selling the tyre division which is likely to have a significant impact on 
the financial risk profile of the company, 

Risk of volatility in row material prices 

KIL sources majority of natural rubber from the open market which has witnessed volatility in the 

recent past. Consequently, the performance of KIL depends upon the ability to procure natural 

rubber at competitive prices further, there has been significant volatility in prices of other raw 

materials such as synthetic rubber, carbon black. 

Cyclical nature of cement industry 

Cement industry is highly cyclical in nature and depends largely on the economic growth of Me 

country There is a high degree of correlation between the GDP growth and the growth in cement 

consumption. Cement being a cyclical industry goes through phases of ups and downs, and 

accordingly impacts the unit realisations 

Analytical approach: Standalone 

Applicable Criteria 

CARE's Policy on Default Recognition 
Criteria for Short Term  Instruments 
Criteria  on assigning Outlook to Credit Ratings 

Financial ratios — Non-Financial Sector 

Rating_Methodology-Manufac-turing Companies 

About the Company 

KIL, the flagship company of the B K. Birla group, is a diversified conglomerate engaged 

manufacturing of tyres & tubes and cement The primary products are tyre imajorly into Truck & Bus 
Segment- T& B) and cement, which accounted for 39% and 61% respectively of gross turnover in f - Y18 
KIt's cement manufacturing units have an aggregate capacity of 7.25 million tonnes per annum 

(MTPA) and are located in Karnataka & Andhra Pradesh. The tyre manufacturing facility of the 

CARE Ratings Limited 	 l K.P1)-al 
(formerly known is Credit Analysis & Research Urnited) 	 ve-  ••• •  

3.4 P 100,, Proud Ch 	(Shogun Ma-1161,4Y 10A, Shah etpean• Saaonl, Kolkarva - 701)0;1 
Tel: +91-33- 4011 1600 /02 • 'API .91 - 33 - 4018 1603 • www-caretatingt Gam • CIN-1.67190MH1993PLC071691—"'-'''"-- 



rnpany is located at Balasore, Orissa, having an installed capacity to produce 21.65 lakh tyres per 

• 

Brief Financia s (Rs. crore) Y 	(A) fY18 (Pray.) 	! 

I owl operating incurne . 
4,137 42 3,704.57 

PiiILDI 
23.67 169 28) 	; 

irAT 
4.87) (463 54 

L;vcrall gearing (times) 
4 1 1 43 	; 

	-4 
„. __„_, - 	 - 

; 	interest coverage (trmes) 
008 Iv M 

Audtted 

Status of non-cooperation with previous CRA: Not Applicable 

Any other information: Not Applicable 

Rating History for last three years: Please refer Annexure-2 

Nate on complexity levels of the rated instrument: CARE hos classified Instruments rated by it on the oasts of comp/ex - lig 

rr)is classification is available or www.coreratmgs,com, mvestors/market intermediaries/regulators or others are wvicorne 

to write to cnre@careratings.com  for any clortficotrons, 

Analyst Contact 

Nene Nis marnia muklania 

Fel C33-4018 165.1 

Mobile 98304 07120 

E 	mamta khemka@careratings.com  

About CARE Ratings: 
-:ARE Ratings commenced operations in April 1993 and over two decades, it has estabashed itself as one of Inc ;tace-ii 

rrridit rating agencies in India CARE is registered with the Securities and Exchange Board of ihaia (SEM) and a.sc 

recognized as an External Credit Assessment institution (F.C.A1) by the Reserve Bank of India (REti). CARE Ratings is proud of 

Is Antfui place In the Indian capital market built around investor confidence CARE Ratings provides tne entire spectc:,m 

of credit rating that helps the corporates to raise capital for their various requirements and assists the investors to form an 

informed investment decision based on the credit risk and their own risk-return expectations. Our rating and grading 

service offeriigs leverage our domain and analytical expertise backed by the methodologies congrucht wan the 

international best practices. 

Disclaimer 

:ARE'` ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or rec.all the , 

 r:oncerned bank facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on information obtained! 

nom souircs Uti)reved by it to be accurate and reliable, CARE does not, however, guarantee the accuracy, adequar s or , 

 ! tcmpleteness ot any information and is not responsible for any errors or omissions or for the results obtained from the L;sel 

dr such information Most entities whose bank facilities/Instruments are rated by CARE have paid a credit rating fee, basno 

ontic»mvunxond type of bank facilities/instruments 

r. case of partnership/proprietary concerns, the rating/outlook assigned by CARE is based on the capital deployed by the 

0,rtriers/proprietor and the financial strength of tile firm at present The rating/outlook may undergo change in case ,..;1 

w•tt;drawor of capital or the unsecwed icsans brought in by the partners/proprietor in addition to the financial per!orma-cC 

:t othet relevant factors. 

For SORA iN 	-nuts LTD, 

CARE Ratings Limited 
(For me4y known as Credit Analysis & Research Limited) 

3rd flow, erss4c1 Chambers, (Shagvn 	ard9,), OA, Slakespeare Sward, Kalleassa • 760 071 

'fel *91.33. 4018 1600r 02 • Fax 1.91•3• 40181603 • www r araratmgs.com  • CIN-147190&011993PLC071691 
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