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Details of instruments/facilities in Annexure-1
Detailed Rationale & Key Rating Drivers

The rating assigned to the instruments of Century Textiles and Industries Limited (CTIL) factors in the parentage of the B.
K. Birla group, vast experience of the promoters and management support from promoter group. The rating also
positively factors in improved financial risk profile of the company post the de-merger of its cement business to Ultratech
Cement, improvement in operating performance of the company mainly driven by pulp and paper business, steady cash
flow from commercial real estate and adequate liquidity position as denoted by low utilization of fund based limits.

The aforementioned ratings strengths are however tempered by cyclical nature of businesses viz paper and textile
businesses, which contributed more than 90% of sales and 70% of operating profit of CTIL in FY19, as well as foray into
residential real estate which exposes the company to implementation and marketing risks.

The ability of the company to sustain the performance in paper and textile divisions, extent of investment required for
residential real estate and the resultant cash flows generated from the same are the key rating sensitivities.

Detailed description of the key rating drivers

Key Rating Strengths

Parentage of B.K. Birla group, vast experience of the promoters & management and implied support from Aditya Birla
Group

The B.K. Birla group, one of the oldest business houses of India, has interest in diverse fields such as cement, textiles,
paper, tyres, sugar, tea, plyboards, media, chemicals, education, horticulture, telecom and shipping. Some of the major
companies include Kesoram Industries Ltd, Century Enka Ltd, Mangalam Cement Ltd, Jayshree Tea & Industries Ltd., etc.
CTIL enjoys financial flexibility being a part of the B.K. Birla group. Following the demise of Mr. B. K. Birla, the erstwhile
Chairman, his grandson Mr. Kumar Mangalam Birla (the Chairman of Aditya Birla group) has been appointed Chairman of
CTIL. The company is supported by experienced professionals who look after each of the business verticals.

Improved financial risk profile

CTIL’s financial risk profile improved in FY19 on account of transfer to debt of cement business to Ultratech Cement (to
the extent of Rs 3000 crore) and improvement in gross cash accruals mainly on account of robust pulp and paper business
performance. As a result, the overall gearing improved significantly to 0.16x as on March 31, 2019 as against 1.59x as on
March 31, 2018. With healthy cash accruals from the pulp and paper business and commercial real estate , leverage is
expected to remain at comfortable levels over the medium term. The key monitorable would be scaling up of real estate
business at envisaged levels where majority of capital expenditure shall be directed.

Improved operational performance

The company post demerger of cement business to Ultratech and lease of Viscose Filament Yarn (VFY) business to Grasim
Industries Ltd, has paper and pulp business, textile business, real estate and others. So on a like -to- like basis, the sales of
the erstwhile CTIL have improved marginally by 1% on YoY basis. However, an improvement in operating performance in
paper division has led to improvement in operating margins for the company. Paper division contributed around 67% of
operating profit of CTIL in FY19.

Steady cash flow from commercial real estate assets
The two commercial properties Birla Aurora | and Birla Centurion, located in Worli, Mumbai, have been almost fully
leased out and generate stable lease rentals of around Rs.150 -160 crore annually.

Key Rating Weaknesses
Cyclical and commoditized nature of business

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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The two key businesses of CTIL viz. pulp & paper and textiles are commoditized with intense competition and cyclical in
nature, making them vulnerable to demand and supply dynamics and restricts CTIL’s pricing power. However, from the
past two years, the performance of pulp and paper business has shown improvement.

Foray in residential segment where implementation and marketing risks remain the key monitorables
CTIL incorporated a wholly owned subsidiary Birla Estates Pvt. Ltd. (BEPL) during FY18 for joint development/ joint
venture with landowners to develop real estate projects.

The company has forayed into residential real estate where the company has launched a project in Kalyan (Birla Vanya) in
April 2019. The project has 2 phases. Phase 1 comprising saleable area of 5.24 lakh sq.ft. and Phase Il comprising saleable
area of 7.88 lakh sq ft. The Phase | has received good response with around 85% of inventory have been sold. The
company is also developing a residential project in Whitefield, Bengaluru. The development potential of the project is
around 5 lakh sq.ft.

Furthermore, In FY19 the Birla Estate Private Limited tied up Anant Raj Industries to develop housing project in Gurugram.
The project is spread over 73 acres with saleable area of 3.5 mn sq.ft. Total investment into the project shall be ~ 760
crore of which BEPL’s share in ~ Rs 380 crore spread over the period of 5 years. Investment into real estate projects
exposes the company to implementation and marketing risks. CARE shall closely monitor cash inflows from the same.

Liquidity : Adequate

CTIL liquidity is adequate, as characterized by sufficient cushion w.r.t gross cash accruals vis-a-vis repayment obligations
and moderate cash balance of Rs. 21 Crore as on March 31, 2019. The company has sufficient headroom to raise debt
given the low overall gearing. Further, the fund based limits remain un-ultilised to the extent of more than Rs 1300 crore
providing sufficient liquidity cushion over the debt repayment obligation of Rs 43.5 crore in FY20.

Analytical approach: CARE has taken a consolidated approach; the main subsidiary being Birla Estate Private Limited,
where the residential real estate business is housed. The other entities which are consolidated include Birla Century
Exports Private Limited and Industry House Limited

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Rating Methodology-Manufacturing Companies
Financial ratios — Non-Financial Sector

CARE’s Policy on factoring linkages in ratings

About the company:

Century Textiles and Industries Limited (CTIL), a part of the B. K. Birla group, was established in 1897 to operate a cotton
textile mill in Mumbai. Subsequently, the company has expanded and diversified its activities and presently, CTIL is a well-
diversified conglomerate engaged in manufacturing of pulp and paper products, textiles, and chemicals at ten plants
located across different states of India.

Post the demerger of its cement business (transferred to Ultratech Cement Limited inn September 2019) and lease of
Viscose Filament Yarn business (included in textile division) for a duration of 15 years to Grasim Industries Limited (rated
CARE AAA;Stable/ Al1+), the company’s core businesses will be pulp and paper (having total installed capacity of 4.45 lakh
tonnes per annum , textiles (installed capacity of 375 lac meters per annum and real estate (via Birla Estates Private

Limited) .
Brief Financials (Rs. In Crores) FY18 (A) FY19(A)*
Total operating income 8249.51 3958.02
PBILDT 1381.09 978.35
PAT 371.66 681.07
Overall gearing (times) 1.59 0.16
Interest coverage (times) 3.03 10.20

A: Audited

*Numbers for FY19 are without cement business
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Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

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

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Issue [Rating assigned
Instrument Issuance Rate Date (Rs. crore) along with Rating
Outlook
Commercial Paper - - 7 to 364 days  |1000.00 CARE Al+
Annexure-2: Rating History of last three years
Sr. [Name of the Current Ratings Rating history
No.|Instrument/Bank Type |Amount Rating |Date(s) & |Date(s) & |Date(s) & |Date(s) &
Facilities Outstanding Rating(s) |Rating(s) |Rating(s) |[Rating(s) assigned
(Rs. crore) assigned in [assigned in jassigned in |in 2016-2017
2019-2020 [2018-2019 [2017-2018
1. [Term Loan-Long Term - - - - - - -
2. |Commercial Paper - - - - - - -
3. [Short Term Instruments- ST - - - - - 1)Withdrawn
CP/STD (30-Dec-16)
2)CARE Al+
(27-Apr-16)
4. [Short Term Instruments-|ST - - - - - 1)Withdrawn
CP/STD (30-Dec-16)
2)CARE Al+
(27-Apr-16)
5. [Fund-based - LT-Term |LT - - - - - 1)Withdrawn
Loan (30-Dec-16)
2)CARE AA-
(27-Apr-16)
6. |[Non-fund-based - ST-  [ST - - - - - 1)Withdrawn
BG/LC (30-Dec-16)
2)CARE Al+
(27-Apr-16)
7. |Fund-based - LT-Cash  |LT - - - - - 1)Withdrawn
Credit (30-Dec-16)
2)CARE AA-
(27-Apr-16)
8. [Fund-based - ST- ST - - - - - 1)Withdrawn
Working Capital Demand (30-Dec-16)
loan 2)CARE Al+
(27-Apr-16)
9. |Debentures-Non LT - - - - - 1)Withdrawn
Convertible Debentures (07-Apr-16)
10. |Debentures-Non LT - - - - - 1)Withdrawn
Convertible Debentures (30-Dec-16)
2)CARE AA-
(27-Apr-16)
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11. |Debentures-Non LT - - - - 1)Withdrawn
Convertible Debentures (07-Apr-16)
12. |Commercial Paper ST 1000.00 CARE 1)CARE A1+ [1)CARE Al+ -
AL+ (04-Jan-19) |((20-Dec-17)
2)CARE A1+ [2)CARE Al+
(29-May-18) [(29-Sep-17)

Annexure — 3: List of entities in consolidated financials as on March 31, 2019

Name of Company | Country of Incorporation Shareholding (%)
Subsidiaries
Birla Estate Private Limited India 100
Birla Century Exports Private Limited India 100
Associates
Industry House Limited | India 35.28

Annexure-4: Detailed explanation of covenants of the rated instrument / facilities — Not applicable

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity.
This classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome
to write to care@careratings.com for any clarifications.

Contact Us

Media Contact

Mradul Mishra

Contact no. —+91-22-6837 4424

Email ID — mradul.mishra@careratings.com

Analyst Contact

Name: Sharmila Jain

Tel: 91-22-6754 3638

Email: sharmila.jain@careratings.com

Relationship Contact

Name: Meenal Sikchi

Contact no: + 91 6754 3455

Email: meenal.sikchi@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading
credit rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also
recognized as an External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of
its rightful place in the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum
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 offerings leverage our domain and analytical expertise backed by the methodologies congruent with the
international best practices.
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Disclaimer

CARE'’s 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.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate and
reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not
responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose
bank facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital
deployed by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo
change in case of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the
financial performance and other relevant factors. CARE is not responsible for any errors and states that it has no financial
liability whatsoever to the users of CARE’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may
involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if
triggered, the ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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