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KH Exports India Private Limited

Instrument Amount Rating Action

In Rs Crore April 2016
Long term, Fund based 12.50 [ICRA]A-, upgraded
Short term, Fund based Limits 90.5 [ICRA]JA2+, upgraded
Short term, Non-fund based Limits 54.5 [ICRA]JA2+, upgraded
Short term, Proposed facilities 23.9 [ICRA]JA2+, upgraded

ICRA has upgraded the rating to the Rs. 12.50 crore” fund based bank facilities of K H Exports India Private
Limited (KH Exports/'the company’) from [ICRA]BBB+ (pronounced ICRA ftriple B plus) to [ICRA]A-
(pronounced ICRA A minus)t; the outlook on the rating is Stable. ICRA has also revised the rating to the Rs.
168.90 crore short-term fund based and non-fund based facilities of KH Exports from [ICRAJA2 (pronounced
ICRA A two) to [ICRA]JA2+ (pronounced ICRA A two plus)t.

The upgradation of the ratings considers the increased scale of operations following the merger of group
entities with K H Exports (KH Shoes & MA Khizar Hussain in 2013 and KH Arind in 2015) and the continuing
increase in both the volume of orders and realisations from the customers. The upgradation also considers the
increase in competitiveness of Indian leather goods exporters following the rupee depreciation witnessed over
the past few years and the marked increase in the company’s profitability over the past three years following
the tighter integration of operations between the various divisions and improved economies of scale. The rating
also reflects the established operational capability of the K H Group, with the Group being one of the largest
leather and leather goods exporters in India; the integrated nature of operations that include consolidated
procurement of leather hides to complete delivery of leather products; and the longstanding association of the
Company with reputed international customers. The ratings further take into account the favourable capital
structure of the Company, arising out of high net worth and declining debt levels, and the healthy coverage
indicators.

The ratings, however, take into account the merger of the loss making glove manufacturing division with the
company which has had an impact on the operating profitability; however, the losses are expected to decline
going forward considering better allocation of surplus manpower from the unit. The ratings also consider the
vulnerability of margins to fluctuations in foreign exchange rates; power shortages, labour issues and
environmental regulation in Tamil Nadu; and, also steady increase in the prices of raw materials due to the
shortage of high quality raw hides/skins, finished leather. The ratings are also constrained by the continuing
slowdown in Europe, which remains the largest market for leather exporters, leading to a demand slowdown;
however, this risk is partially mitigated due to the high share of the company’s sales to US-based customers.

Company Profile

The K H group was established by Mr Khizar Hussain in 1947, when it started with a tannery located in
Ranipet. As of FY 2016, the group had a turnover of over Rs 1000 crore, making it one of the largest leather
goods players in India. K H Exports India Private Limited (formerly Rabia Leather Industries Private Limited;
name changed in 2013) was started in 1985, and is a 100% export-oriented with ISO 9001-2000 certification.
The manufacturing units of the company are located in Chennai & Ranipet, with a capacity to process 20
million sq ft of leather & to manufacture 3 million pairs of full shoes, 900,000 bags, 3 million (mn) small leather
goods (wallets, key chains), 1 mn belts and 2 million gloves per annum. With effect from 1® April 2013, K H
Shoes Private Limited and MA Khizar Hussain & Sons were merged with K H Exports India Private Limited.
Further with effect from 1% April 2015, K H Arind Private Limited, the leather gloves unit of the Group has been
merged with KH Exports. Currently, K H Exports now handles the entire gamut of operations from leather
procurement to processing to manufacturing of various products.
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" 100 lakh = 1 crore = 10 million
T For complete rating scale and definitions, please refer to ICRA's website www.icra.in or other ICRA Rating
Publications
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