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Steadfast Volume Growth across Product Portfolio sustaining Profits

William A. Donohue has be mentioned in his book Managing Interpersonal Conflict

(1992) “Remain firm about your goals, but flexible about your methods”.

Kiri Industries Limited (Kiri) has remained firm on its goal to achieve growth under
whatsoever business conditions and hence adapted concentrated approach on
penetrating local markets for sale of dyes and dyes intermediates to beat economic
contraction in global business environment. During the current quarter Kiri
concentrated on volume growth across product portfolio and achieved Y-o-Y volume

growth of 20%, therefore captured higher market share during current year.

During Q3FY20, Kiri attained consolidated EBIDTA margin of 13.84% in comparison to
14.57% in Q3FY19. Kiri’s Standalone EBIDTA margin in Q3FY20 is 10.52% in
comparison to 10.14% margin in Q2FY20.

Generally December quarter is a seasonally low quarter on account annual plant
maintenance, festivals of Diwali and Christmas etc. Specifically, around three
week(s) maintenance time impacted the overall tone of the business in the third
quarter. During the current quarter, the prices of dyes, dyes intermediates and basic
chemicals have been under pressure on account of demand supply mismatch wherein
average market prices of dyes were lower by 5% Q-0-Q basis and around 7% Y-o-Y
basis. Similarly, average market prices of dyes intermediates were lower by 8%
Q-0-Q basis and around 25% Y-0-Y basis whereas basic chemicals were lower by 7%
Q-0-Q basis and around 45% Y-o0-Y basis.

The Consolidated Net Profit after tax of Kiri for Q3FY20 amounts to Rs.176.26 Crore
without taking into consideration the disputed exceptional write-downs/exceptional

provisioning of Rs.39.42Crore in its Associate Company, DyStar.
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The major contributors to the consolidated profits net of write downs/exceptional

provisioning include Kiri Standalone, contributing Rs.11.34Crore, JV Company,

Lonsen Kiri Chemical Industries Limited (LKCIL) contributing Rs.12.59Crore and

Associate Company, DyStar contributed Rs.112.73Crore during Q3FY20.

Valuation of stake of Kiri in DyStar shall be crystalized on the basis of financial

position existing as on effective date of July 3, 2018 as per the Order of Singapore

International Supreme Court (SICC). The financial performance of DyStar post July

3, 2018 shall have no impact on the valuation of Kiri’s stake in DyStar.

Consolidated Operational Performance of Q3FY20

The Comparative Consolidated Operational Performance for Q3FY20 vis-a-vis Q2FY20

is as under:

INR in Crore
Particulars Q3FY20 Q2FY20 YTD Dec
2019

Revenue from operation 315.11 325.64 1007.15
Other Income 1.93 0.77 3.14
Less: Operational Expenses 273.46 273.80 851.87
EBIDTA 43.58 52.60 158.42
EBIDTA % 13.83% 16.15% 15.73%
Depreciation 11.16 11.21 32.98
Finance Cost 1.00 1.12 3.35
Earnings Before Tax 31.42 40.27 122.09
Taxes 7.31 6.16 24.59
Other Comprehensive Income - - -
Earnings After Tax 24.11 34.11 97.50
Share of Profit of Associates 112.73 80.04 166.09
Earnings After Tax 136.84 114.15 263.59
Earnings to Revenue 43% 35% 26%

The consolidated revenues in the current quarter have dropped by around 3% Q-0-Q

basis and earnings before interest depreciation, tax and amortization in value terms
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have reduced by 17% in Q3FY20 as compared to the previous quarter. EBIDTA margins

have sustained at around 14%.

A comparative analysis of Consolidated Gross Margins in below three quarters clearly

indicate that the margins are under control within range of 34%-38% because of

backward integration of Kiri.

Consolidated (INR in Crore)
Particulars Q3FY20 Q2FY20 Q3FY19
Revenue 317.04 326.40 301.97
Cost of Material 199.15 200.46 197.30
GP 117.89 125.95 104.67
GP (%) 37.19% 38.59% 34.66%

Gross Profit Margins have strengthened in Q3FY20 by around 2.5% as compared to
Q3FY19.

During the current quarter, the consolidated financial statements depict the
Earnings inclusive of provisioning and write-offs in DyStar Global Holdings
(Singapore) Pte Ltd, the associate company of KIL where it holds 37.57%. DyStar
Management has provided for certain exceptional charges to the statement of profit
and loss of DyStar. It’s net profit after tax and KIL’s Share before and after such
exceptional charges for the Q3FY20 and 9M ended December 31, 2019 are as below:

Quarter Ended (in Mn USS) Nine Months Ended
(In Mn USS)
Particulars 31/12/2019 30/09/2019 31/12/2019
DyStar KIL's DyStar KIL's DyStar | KIiL's Share
Share Share
Share of Profit Before 56.82 21.35 34.44 12.94 129.56 48.68
Considering Extra Ordinary
Items;
Share of Profit After 42.10 15.82 30.40 11.42 62.23 23.38
Considering Extra Ordinary
Items
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Standalone-Operational Performance for Q3FY20

The Comparative Standalone Operational Performance for Q3FY20 vis-a-vis Q2FY20

is as under:
INR in Crore

. YTD Dec
Particulars Q3FY20 Q2FY20 2019
Revenue from operation 226.74 251.58 756.54
Other Income 1.35 0.73 2.18
Less: Operational Expenses 204.23 226.80 671.24
EBIDTA 23.86 25.51 87.48
EBIDTA % 10.52% 10.14% 11.56%
Depreciation 9.00 8.96 26.33
Finance Cost 0.95 1.06 3.15
Earnings Before Tax 13.92 15.49 58.00
Taxes 2.57 2.60 7.85
Other Comprehensive Income - - -
Earnings After Tax 11.34 12.89 50.15
Earnings to Revenue 5.00% 5.12% 6.63%

Sales Revenue of standalone business has reduced by around 10% in Q3FY20 as

compared to the previous quarter since average prices of all products reduced by 6%
in Q3FY20 Q-0-Q basis and 15% Y-o-Y basis.

The comparative gross margins have strengthened in current quarter by around 334

basis points as compared to Q2FY20 and 490 basis points as compared to Q3FY19

which is depicted here-in-under:

Standalone (INR in Crore)

Particulars Q3FY20 Q2FY20 Q3FY19
Revenue 228.09 252.31 234.10
Cost of Material 139.55 162.82 154.71
GP 88.54 89.49 79.39
GP (%) 38.8% 35.5% 33.9%
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During the current quarter finance cost has reduced by around 11% as compared to
previous quarter and around 15% Y-o0-Y basis primarily on account of reduced finance

cost of discounting LCs and other bank charges.

Employees cost have remained consistent with a meagre increase of 3% in Q3FY20
as compared to the previous quarter. Fixed overheads have remained under control

during the quarter.

Operational expenses include legal expenses towards continuing litigation in matter
of DyStar at Singapore International Commercial Court as well as Singapore Supreme
Court which impacts the bottom line of the company, which have been continuously

increasing to a significant number every quarter.

The revenues break-up in percentage terms amongst dyes, dyes intermediates and

basic chemicals in Q3FY20 is as under:

Revenue Breakup Q3FY20
2%

45%
53%

Dyes Dyes Intermidiates Basic Chemical

Standalone- Working Capital Cycle:

The Working Capital Cycle chart here-in-under depicts the collection period to have
reduced from 76days in Q2FY20 to around 68 days in Q3FY20, whereas payables
have remained consistent at around 109days in Q3FY20 as compared to 104days in

Q2FY20. Inventory turnover also has remained static at 37days in Q3FY20.
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Update on Kiri’s Minority Oppression Suit in the matter of DyStar

As per directions of Singapore International Commercial Court (“SICC”) hearing of
Case SIC -4 (Company’s minority oppression suit) for valuation of the Company’s
stake is fixed the hearing dates for the valuation trial between February 26 and 28
2020, and March 2, 2020. The hearing for Case SIC 4, if required, shall be continued
and be concluded between March 31 and April 3, 2020.

Further SICC has passed their interim judgement on 9 January 2020 for assessment
of damages to Dystar under their Case SIC-3 (DyStar suit against Kiri) on account
of solicitation of customers of DyStar in Morrocco and Sri Lanka. As per directions in
the said order both parties has submitted their calculation of damages and final
order for payment of damages is awaited. The Company has preferred appeal against
SICC order dated 9 January 2020 in respect of award of damages for one DyStar

customer in Sri Lanka.

Senda International Capital Limited (“Senda”) has filed appeal with Court of Appeal
in Singapore against the Singapore International Commercial Court (“SICC”)
judgement dated 8th January, 2019 for not allowing minority discount on purchase
of Kiri’s stake in DyStar and awards of full cost of Kiri’s minority oppression suit
(“Suit 4”) against Senda and DyStar. The DyStar Global Holdings (Singapore) Pte.
Ltd. (“DyStar”) had also filed appeal against said order dated 8 January 2019 for
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award of cost of its claim (“Suit 3”) against the Company. The Court of Appeal heard
the Senda and DyStar Appeal on 25th October 2019.

The Court of Appeal passed its judgement today and have dismissed the appeal of
Senda with respect to Minority discount on purchase of Company’s stake in DyStar.

The brief summary of judgement is given below:

1. Dismissed the Senda’s appeal on the minority discount on purchase of Company’s

stake in DyStar.

2. Upheld the SICC’s order that the Company is to be awarded full costs on its claim
in Suit 4;

3. Awarded 50% of the costs of DyStar’s claim in Suit 3 to DyStar against the Company
and Manish Kiri (as against the SICC had awarded 10%);

Please note that award of 50% cost in suit 3 against Kiri for DyStar claim, the
additional burden on Kiri would be negligible compared to the amount expected to

be received by Kiri.

Future Outlook

In the medium term, the prices of dyes and dyes intermediates would in probability
remain volatile because of the cut back in supply of dyes and dyes intermediates,
especially dyes intermediates from China, because of outbreak of coronavirus in
China, mainly in Hubei region which has a sizable chemical industry base,
particularly of dyes and dyes industry in China. The cut back of supplies from China
has increased the prices of dyes intermediates in the recent two weeks.

The company’s strength for its entire range of dyes and dyes intermediates products
has been withstanding pricing pressures during the last three to four quarters by
adapting dynamic product mix in accordance with requirement of the market

situation. The flexibility to change product mix at its production facilities would
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enable Kiri to take maximum advantage of favourable market conditions which

seems to be round the corner.

The Capex Plan of the company is on track and in Q3FY20, the company incurred
around Rs.20Crore towards technology advancement of existing manufacturing

facilities and towards completion of speciality dyes intermediate projects.

Kiri is dedicated to innovate and strengthen its product range by improving
efficiency by using advanced technology at its manufacturing facilities and enhance

intrinsic value of the company and the group.

Forward Looking Statements

This document contains forward-looking statements which may be identified by their use of words like “plans,” “expects,” “‘will,”
“anticipates,” “believes,” ‘intends,” “projects,” “estimates” or other words of similar meaning. All statements that address
expectations or projections about the future, including, but not limited to, statements about the strategy for growth, product
development, market position, expenditures, and financial results, are forward looking statements. Forward-looking statements
are based on certain assumptions and expectations of future events. The companies referred to in this presentation cannot
guarantee that these assumptions and expectations are accurate or will be realized. The actual results, performance or
achievements, could thus differ materially from those projected in any such forward-looking statements. These companies
assume no responsibility to publicly amend, modify or revise any forward looking statements, on the basis of any subsequent
developments, information or events, or otherwise.
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