* Himatsingka

REF: HSL/SEC/2021/47

August 06, 2021

To To
The Deputy Manager The Manager
Department of Corporate Services National Stock Exchange of India Ltd.
BSE Ltd. Exchange Plaza, Plot No. C/1, G Block
PJ Towers, Dalal Street Bandra-Kurla Complex, Bandra (E),
Mumbai -400001 Mumbai 400051
Script Code: 514043 Symbol: HIMATSEIDE

Dear Sir/Madam,

Sub: Annual Report 2021

Ref: Disclosure under Regulation 34 of SEBI (Listing Obligations and Disclosure Requirements),
Requlations, 2015.

Pursuant to Regulation 34 of SEBI (Listing Obligations and Disclosure Requirements), Regulations,
2015, we enclose herewith a copy of Annual Report of the Company for the financial year ended
March 31, 2021.

This is for your information & records.

Thanking you,

Yours faithfully,
For Himatsingka Seide Limited

ML oo

Sridhar Muthukrishnan
Company Secretary

Himatsingka Seide Limited

Registered Office: 10/24 Kumara Krupa Road
High Grounds, Bangalore 560 001, india

T +91 80 2237 8000, F +91 80 4147 9384

E hslbir@himatsingka com

CIN L17112KA1985PLCO06647

www.himatsingka.com



* Himatsingka

Transform
ek X

ANNUAL REPORT 2021



Change is incremental, often organic. But transformation s
intense, disruptive and accelerated. The recent pandemic has
made one thing abundantly clear: What Himatsingka will be
focused on is transformation.

Himatsingka recognizes the importance of accelerating
initiatives that position it to lead the way in aligning
businesses to create favorable equations vis-a-vis the impact
they have on the environment and on the people and social
fronts, whilst maximizing the governance quotient.

We need to constantly develop sustainable and regenerative
solutions to contribute positively to the natural ecosystems
we draw from every day. It’s not enough to speak of inclusion,
diversity and equitable value creation. The measure of
business success must expand to include impact-weighted
metrics. The demand for ethical sourcing, eco-friendly
materials and transparency at every stage in the product
value chain is the future.

At Himatsingka, the wheels of transformation are in motion.
From intent to practice, scale to value, shelf to source,
inspired to excellent, we have actionized change through
radical digitization, and an uncompromising focus on
sustainability and the consumer. Our resilience during these
challenging times is the outcome of our bold and timely
strategies to transform.







~Our Purpose e E e Our Values

* Unity

« Trust

+ Respect
«~ Courage
« Foresight
« Agility

+ Quality

Our Vision

P @
oss I e Redefining possibility and delivering

distinction through the relentless
pursuit of excellence.
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About Himatsingka

Himatsingka is a vertically integrated global textile major that
designs, develops, manufactures and distributes a suite of textile
products. With four manufacturing facilities, our installed capacities
for manufacturing Bedding Products, Bath Products and Cotton Yarn
Products are amongst the largest in the world.

Cou ntries We operate the world’s largest Cotton Spinning Plant under one roof:

Capacity — 211,584 Spindles
_served

We operate amongst the world’s largest Integrated Sheeting
Plants for producing Bedding Products: Capacity — 61 MMPA
(Million Meters per Annum)

e —

Plants for producing Bath Products: Capacity — 25,000 TPA

1 - i We operate amongst the world’s largest Integrated Terry Towel
(Tonnes per Annum)

Imanufactirings.: N |
' I_J | o ' - We have amongst the largest brand portfolio in the Home Textile
— fa Il ' space: 15 Licensed and Owned Brands

n—— s

We are global leaders in the Cotton Track and Trace Solutions space:
Patented DNA Technology for Cotton Traceability

We have a global network of sales offices and warehousing
facilities: North America, Europe, UK and India
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Xk BUILDING CAPACITY
Over the past few years, we have ramped up capacities across the various
verticals we operate in, so as to position ourselves as operators of
amongst the largest capacities globally for the category of products that we

manufacture. Our plants represent scale, best-in-class shopfloors and offer
industry-leading flexibility to the global network of clients they serve.

ACCELERATING DIGITIZATION

Leading the transformation to manufacturing 4.0, Himatsingka has
digitized its shopfloors to power innovation, enhance speed and usher
in a high-productivity work culture. The application of information and
communication technology to every facet of operations, enables us to
quickly adapt to evolving market conditions, while ensuring a high degree
of compliance through the global value chain.
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5k CONSUMERAT THE CENTER

At Himatsingka we design, develop and manufacture products that emanate from the
aesthetic and technological requirements of our global clientele. Our clients cater
to a diverse cross section of consumers and hence our product portfolio is in keeping
with the demand of millions of consumers across major international markets.
Himatsingka brings to consumers an unparalleled suite of brands and technology-
led solutions that secure the transparency of the cotton value chain and fulfil the
consumer’s preference for authentic and traceable products.

Himatsingka brings to consumers an unpar-
alleled suite of brands and technology-led
solutions that secure the transparency of the
cotton value chain and fulfil the consumer’s
preference for authentic and traceable products.
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From
Scale
to

Value

5k DELIVERING TOTAL SOLUTIONS

While we produce at global scale, we create value that is bespoke.
Himatsingka customizes products for consumers across geographies,
catering to special needs and varied age groups. We manufacture textile
products for every room in the house and for every person living in it.
Our portfoliois truly expansive. From products that celebrate seasons —
beach towels for delightful sunny days and cozy flannel for winter
warmth — to products that offer complete traceability and best-in-class
functional attributes.
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SEASONAL BEDDING

Yarn Dyed & Printed Solid Flannel
Flannel Sheets Sheets
100% COTTop, Yarn Dyed
Decorative & Fiber
Pillows Dyed
Jersey Sheets
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Weighted Blankets S Z Jersey Sheets
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CORE TOWELS

Piece Dyed
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Himatsingka is continuously
creating sustainable, perforn
and hygiene-led bath sol
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% RESOURCE-POSITIVE & TECHNOLOGY-LED
INNOVATION

Championing responsible consumption, we have developed a ‘conscious
portfolio’ of recycled/upcycled bedding and bath products, including ‘All
Natural’ towels (made from 100% cotton and sustainably grown bamboo),
and avibrant range of ‘Rescue Threads’ (incorporating repurposed yarn).
We also endeavor to provide technology-led solutions that provide value
for consumers by enhancing comfort, hygiene and product experience.

We manufacture textile products for
every room in the house and for every
person living in it.

SuedePro BACTGUARD’ "GRIPON’

CLEANER - FRESHER - SAFER FITTED SHEET TECHNOLOGY Crease Control™
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SPINNING
The raw cotton fibers
are spunintoyarn, CUT & SEW

Our tagged cotton then tested for purity The cotton fabric is

is sustainably grown to ensure that our pure cutand sewn into
cotton hasn’t been the final product,
blended with lower- then tested for purity
quality cotton fibers. one last time.

WEAVING STORE

The pure cotton thread Sheets & Towels

is woven into fabric, your family will

then tested again enjoy, pure cotton

to ensure the fabric quality and softness | Create 100% TRUST

. . contains nothing but for years to come. with your consumer
SigNature T.Tagglng o pure Pima cotton. °
After harvesting, our cotton is misted
with SigNature T DNA. This unique
molecular tag guarantees the purity of
our cotton at every stage of its journey.

3k PROMISING AUTHENTICITY

Our traceable cotton brands offer consumers traceability and trust.
As leaders in the cotton track and trace space, we provide complete
traceability solutions for a suite of cotton products with the assurance that
our cotton is not blended. Himatsingka'’s licensed and patented DNA tagging

technology enables consumers to retrace the journey of the cotton products
they purchase, all the way from shelf back to the farm. We are working on
extrapolating traceability solutions to all cotton varietals, thereby increasing
our traceability coverage.
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We are working on extrapolating traceability
to all cotton varietals, thereby increasing our
traceability coverage.

sk LEVERAGING INTEGRATION 0 ot orgonic®tt  Quooudt  HOMEGROWN
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Integration drives control, transparency and authenticity which

paves the way for a more reliable and predictable supply chain. Being
integrated from fiber to shelf gives us improved response time and the
ability to make high frequency product introductions that drive consumer
choices. Our investments in integrated, technically advanced and scale-
oriented operations are servicing dynamic retail requirements, and
stimulating demand.

% ENABLING SEAMLESSNESS

Himatsingka is continuously working on streamlining supply chains
to transform the way our products move from farm to shelf. We control
highly secure, closed loop cotton supply thatis supported by advanced
manufacturing platforms and flexible warehousing capabilities to assure
seamless delivery, from farm to shelf.
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From
Inspired

to
Excellent

“We believe good ESG stewardship
begins with transformative change and
accountability. Himatsingka has putin
place sustainable practices and set
ESG goals to demonstrate its deep
commitment to people and planet.”

Shrikant Himatsingka,

Managing Director & CEO

Guided by our brand essence ‘Inspired
Excellence’, we take every idea to its full
potential. This applies to how we think about
the environment, our social responsibility
and governance (ESG).

ENVIRONMENT

Developing and implementing
sustainable business models is
probably the mostimportantand
urgent challenge the world faces
today. Himatsingka is committed
to participating and contributing
to the transformative journey
that global value chains, across
industries have to embark upon

to create a more sustainable world.

We are determined to take
initiatives that help promote
sustainable businesses.

@

At Himatsingka, Our Purpose is to
‘Make Better Lives Possible’. This
philosophy guides us in our actions,
both at the work place and beyond.
We are committed to creating a
work environment that epitomizes
employee engagement and
promotes diversity and inclusion.
We are equally committed to working
with communities around us to
empower women, enable education,
facilitate sanitation, healthcare
services, and drive skill development.

Vs
GOVERNANCE

Our strong and transparent
governance framework helps

us to meet the requirements

and expectations of a cross
section of stakeholders. We

are continuously building on our
existing processes, policies and
frameworks to achieve the highest
standards of governance in all
spheres of our businesses.
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Environment

At Himatsingka, we believe in being an integral part of the global effort to create a greener and
more sustainable world. We comprehend the implications that depleting natural resources and
various forms of environmental degradation will have on social and business ecosystems.
Embracing sustainability is at the core of our business and we are committed to taking every

measure that will help make us be a more sustainable global enterprise.

AREAS OF FOCUS

We are actively reducing our carbon footprint by adopting
cleaner processes, while increasing energy and resource
efficiencies. Our aim is to be carbon neutral by 2030 based on
improvements in energy efficiency and embracing renewable
- energy,among other initiatives.

o 1. L k

Reduction of Waste

Renewable Energy

88,142

Tonnes Reduction
in CO, Emissions

Himatsingka operates best-in-class Zero Liquid Discharge (ZLD) % ﬁﬂ

water management plants across all its manufacturing facilities.

We are mindful of our water consumption, continually 99,3%
optimizing its usage through the manufacturing process, : Water Recovery at
capturing and recycling as much as possible, while also : ZLD Facilities

rejuvenating water sources.

7 ~N
Improving the energy productivity of our processes is a priority.
Our digitized, next gen shopfloors and technology platforms :
have helped us rationalize our energy footprint. Thisis an area 1 .8%
that is constantly being researched and improved upon every year. Reduction in Annual
- Energy Footprint
during FY 21

SUSTAINABILITY GOALS

Carbon Neutral by 2030

100% Renewable Energy by 2030 (75% by 2025)

All Manufacturing Facilities to be ZWL-certified by 2025
Use of 100% Sustainable Cotton by 2025

Operate Zero Liquid Discharge (ZLD) Water Management
Plants across manufacturing facilities



Social

At Himatsingka, our people are our most
important asset and our greatest strength.
We strive to create for them a diverse and
inclusive workplace — one where everyone
feels empowered and has the opportunity to
contribute to our open culture of innovation
and entrepreneurial spirit. Outside our facilities,
we actively engage with local communities
through employment, education support and
developing community welfare infrastructure.

OUR PEOPLE

Diversity & Inclusion

Our workforce reflects the richness of diverse
backgrounds and abilities, making us more
collaborative, innovative and equitable.
Himatsingka is proud to employ people with
special needs as an active part of its workforce.

* 42% of total workforce are women

* 452 personnel employed with
special needs

* 40% of campus hires are women

Women Empowerment

Himatsingka has always believed in an equitable
work environment that endeavors to have a
balanced workforce. Women empowerment,

by giving them equal opportunity to work and
to contribute to the enterprise, has been central
to Himatsingka’s philosophy over the years.

We are proud of the fact that approximately 40%
of campus hires in the last three years have been
women and 42% of our workforce are women.

Talent Management & Skill Development
Providing opportunities for growth and

development across the organization, we
continue to invest in training and upskilling
our people through The Himatsingka
Learning Academy and external learning
opportunities.

* 1820 people trained and upskilled in
the last year

Health & Safety
The health and safety of our people has always
been a top priority at Himatsingka, and this
has been in sharper focus during the recent
pandemic. Annual health camps for workers
and more frequent health checks for those
working in sensitive areas of manufacturing,
are carried out with uncompromising regularity.
In 2020, we continued to have industry-leading
statisitics on health and safety with amongst the
lowest total recordable injury and accident rates.

OUR COMMUNITY

Education

Over the past year, we have contributed to
developing school infrastructure for our
neighboring communities by building solar-
powered classrooms and donating laptops.

Infrastructure

With a focus on improving basic infrastructure,
we have constructed bus shelters and installed
a water filtration plant for a community in our
vicinity. We have also provided differently-abled
community members with electric scooters.
Towards Covid relief, Himatsingka has donated
oxygen cylinders, ventilators, bed linen and
masks to local hospitals.

Powered by over
12,000 Associates



Himatsingka believes that in order to function
and deliver seamlessly and sustainably, itis
imperative to be enveloped by governance
practices, policies and frameworks that embody
the spirit of transparency. We constantly
endeavor to create and embrace platforms
that will aid our journey in bringing the best
practices of governance to the forefront.

Himatsingka endeavors to achieve the highest
standards of ethical conduct and compliance
across all its businesses and facilities. With
exacting policies and procedures, industry-
leading training programs and internal
monitoring and auditing systems, we are
equipped to provide our businesses with
the monitoring and frameworks required.

Striving towards ESG leadership also means
gaining and maintaining stakeholder trust
and confidence by being accessible, open and
transparent about our business practices.
Stakeholder engagement mechanisms are an
important part of Himatsingka’s ESG strategy.
We value and encourage feedback from all
stakeholders, including our employees,
suppliers and customers.




Collective strength
of over 12,000
associates

Best-in-class consumer-
centric product solutions

Technology and integration to
deliver value with global scale

LEVERS OF
TRANSFORMATION

Conscious portfolio and
sustainable operating
platforms

Complete home textile
solutions and a global
brand portfolio of over
15 brands

Leadership in cotton
traceability solutions



Performance Highlights



Expanded green foot-
print as a percentage of
total energy portfolio

Expanded home textile
solutions portfolio by
introducing comfort
bedding for Gen Z
consumers

Enhance e-commerce
focus across key markets;
added 12 new channel
partners in the fiscal year

Business Highlights — FY 21

Maintained leadership in
cotton traceability
solutions

Successfully ramped
up capacity utilization
at our new Terry Towel
plant from 35% to 65%

Strong addition of
new clients during
the second half of
the fiscal — bolstering
total client base

Expanded global

brand portfolio with

the onboarding of
Disney and its various
brands, including Marvel,
Pixar, Star Wars

and Disney

Remained focused

on consolidation
initiatives to ensure
appropriate actions
and measures in order
to fight the pandemic

Reduced net debt

by X 268 crores in the
backdrop of a challeng-
ing fiscal 2021

Key Focus Areas — FY 22

3 O% OB R OB o

Increase capacity utilization levels in our home textile
solutions vertical

Continue to strengthen brand and private label portfolios
in order to drive market share

Stay focused on deleveraging the balance sheet as
major capital expenditure cycle has been completed

Drive ESG initiatives that will help increase stakeholder
value

Enhance product portfolio through innovation and
product extensions

Expand global client network

Continue to build e-commerce capabilities
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Consolidated Financial Snapshot — FY 21 Consolidated Financial Highlights — 5 Years

(R Lacs)
‘ 2016-17 ‘ 2017-18 ‘ 2018-19 ‘ 2019-20 ‘ 2020-21
32,272.52Cr
Share Capital 4,923 4,923 4,923 4,923
Reserves 1,01,803 1,17,830 1,37,183 1,31,078
Net Worth 1,06,726 1,22,753 142,106 1,36,001
Total Gross Debt 1,40,727 2,25,517 279,033 2,96,275
B Total Net Debt 1,20,368 1,99,695 2,42,243 2,73,851
S S0S-16Cr -36.7% Gross Fixed Assets 1,84,007 2,78,684 3,56,493 3,84,495
Net Fixed Assets 1,03,491 1,90,769 2,56,476 2,70,908
Total Assets 2,51,563 4,21,897 5,20,491 5,27,179
7 150.71Cr -57.3% Total Revenue 2,15,160 2,26,669 2,65,426 2,41,965
EBITDA 39,089 46,623 57,993 47,931
Depreciation 5,801 7,195 10,877 12,621
EBIT 33,288 39,428 47,116 35,310
Interest and Finance Charges 9,353 10,380 16,312 19,472
26.49 Cr -116.7% Profit Before Tax, Before Exceptional Items 23,935 29,048 30,804 15,838
Exceptional Items - - - 7,321
Profit Before Tax 23,935 29,048 30,804 8,517
Profit After Tax 18,210 20,164 19,684 1,325
-¥53.35Cr -502.6% No. of Equity Shares (In Lakhs) 984.57 984.57 984.57 984.57
Face Value Per Share %) 5.00 5.00 5.00 5.00
Book Value Per Share (%) 108.4 124.68 144.33 138.13
Earnings Per Share ) 18.5 20.48 19.99 1.35
Dividend Per Share ) 2.50 2.50 5.00 0.50
Total Dividend X Lakhs) 2,461 2,461 4,923 492
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Letter to Shareholders +
Corporate Information



Shrikant Himatsingka
Managing Director & CEO

Dinesh Himatsingka
Executive Chairman

Dear Shareholders,

Overview

FY 21 was an incredibly challenging year for all of us at Himatsingka. The year began in the midst ofa complete
lockdown, imposed by the Central and State Governments, that saw all our manufacturing and distribution come
to a standstill. It was the first time that our facilities had to halt production and, therefore, the associated impact
was significant and unprecedented. The lockdowns severely affected our operations, both in India and internationally,
for the first half of the financial year. Our facilities remained non-operational for approximately 90 days and it was
only by September 2020 that we started witnessing some form of operational normalcy.

While we witnessed interruptions and challenges at our facilities, these issues were faced by industry at large,
both in India and globally. Disrupted supply chains, uncertainties and lockdowns in major international markets
exacerbated operating conditions, while also creating pockets of opportunity and new demand patterns for a
certain class of products. During the second half of the fiscal, we remained focused on consolidating our
operations, bringing back the momentum that was disturbed during the first six months.

The global economic outlook, with the uncertainties arising out of the pandemic, has remained volatile and
unpredictable. While global GDP growth forecasts for 2021 are buoyant after witnessing a contraction during
2020, the outlook remains challenging given the divergence in the pace of recovery across economies that
may be subject to medium and/or long term impacts on account of the crisis.

While the impact of the pandemic eased during the second half of the fiscal, there were other challenges that
surfaced during this period. Regulatory uncertainties along with heightened levels of inflation witnessed by various
commodities and services, exerted cost pressures on the entire value chain. In particular, cotton our principal

raw material, saw unprecedented levels of inflation during Q4 of FY 21. This was coupled withsubstantial price
escalations in the areas of energy and logistics. Mitigation measures are being undertaken to address the impact
that these factors have had on our operating performance, and the same will be carried through during FY 22.

The industry was also faced with the lack of regulatory clarity during Q4 FY 21, as the Central Government was to
announce a revised scheme for the remission of duties and taxes on export products. While the announcement was
scheduled to be made during Q4 FY 21, the same was made later, thereby impacting the operating performance
for FY 21.

On a positive note, the demand for home textile products globally has remained encouraging. Our manufacturing
facilities are enhancing capacity utilization across divisions and we seem well positioned with our integrated model,
robust infrastructure, strong brands and global reach, to enhance market share and tap emerging opportunities
going forward.
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Business Review

Manufacturing Platforms

Himatsingka operates four manufacturing plants across
two campuses in the State of Karnataka, India. The plants
are integrated, best-in-class and of global scale. They are
equipped with amongst the largest capacities globally
and are capable of producing a broad assortment of
products with industry-leading efficiencies, response
times and compliance standards. They represent next
generation industry 4.0 manufacturing capabilities with
zero-paper shopfloors, aided by strong digital platforms
that have paved the way for smart manufacturing.

Cybersecurity

Internet of Horizontal
Things and Vertical
(loT) Intergration
Cloud Big Data
Computing and Analytics

Robotics

On the manufacturing front, FY 21 was a year of consolidation.

Our focus was to enhance capacity utilization across facilities

while increasing our integration quotient with industry 4.0
platforms. While the first half of the fiscal was impacted
for reasons explained above, the second half witnessed a
growth in utilization across facilities. Our new integrated
Terry towel plant commissioned during Q3 FY 20 has seen
capacity utilizations grow at a robust pace. From levels

of approximately 30%, the utilization levels now stand at
approximately 65%. This stabilization of the Terry plant will
strengthen Himatsingka’s presence in the global home
textile space as we now offer a robust product assortment
in our home textile solutions vertical.

Our Private Label and Brand Platforms

Himatsingka continues to garner market share by leveraging
its integrated model, diverse brand portfolio and strong
private label capabilities. We continue to believe that our
brand and private label capabilities will augment our client-
facing product solutions that eventually cater to a broad
cross section of consumer audiences and price points
across markets.

FY 21 saw a notable addition to our brand
portfolio as we entered into a new licensing
agreement with The Walt Disney Company
for the EMEA region. The license will give
Himatsingka the rights to design, develop
and distribute a broad range of home textile
products inspired by Disney’s vast archives
and characters from the worlds of Disney,
Pixar, STAR WARS™"and Marvel.

This agreement marks the commencement of Himatsingka'’s
relationship with Disney, the world’s leading producer and
provider of extraordinary entertainment experiences. The
Disney partnership reinforces Himatsingka’s commitment
to collaborate with globally recognized brands.

Our patent protected track and trace technology for cotton
products continues to lead the traceability solutions space
and helps us corroborate supply chain security, at a time
when quality of source is as important as that on the shelf.

Himatsingka’s strengths in the private label
space also continues to gain traction as we
deepen our relationships with global retail
majors and their private label platforms. Our
suite of over 15 brands and strong private
label portfolios, backed by our advanced
manufacturing platforms will continue to
generate differentiated, solutions-based
responses to the dynamic and everchanging
macrocosm of consumer preferences.

Our Operating Scorecard

Our operating performance for FY 21 underwent a lot of
turbulence for the various reasons that were highlighted
earlier. Itis, therefore, inconsistent and not comparable with
earlier fiscal periods. Our fiscal performance for the first half
of 21 was particularly impacted, while our performance in
H?2 saw significant improvement across parameters.

While consolidated total revenue for H1 FY 21 stood atX 842.84
crores, Capital CTR for H2 stood at X 1,429.69 crores. The
consolidated EBITDA for H1 FY 21 stood at¥ 16.18 crores,
while consolidated EBITDA for H2 FY 21 stood at I 286.99
crores.

This H2 performance factors-in the non-recognition of export
incentives for Q4 FY 21. Despite that, the H2 performance was
satisfactory under the circumstances as our operations began
to normalize. For FY 21, Capital CTR stood at ¥ 2,272.53
crores versus < 2,419.65 during FY 20, a reduction of 6.1%.

The consolidated EBITDA stood atX 303.17 croresin FY 21
versus EBITDA of ¥ 479.31 crores in FY 20, a reduction of
36.7%. We believe that the headwinds we faced during the
year will be addressed progressively in FY 22. Regulatory
clarity, enhanced capacity utilization and increase in
product prices will aid in mitigating cost pressures on the
value chain, and thus improve our operating performance.

Priorities for FY 21

Over the last four years, Himatsingka has been focused on:
» Backward integration

* Building scale

* Expanding capacity

» Extending market reach

* Broadening product assortment

* Expanding brand portfolio

« Driving innovation and nurturing talent pools

All this while, adhering to the cornerstones of our values
and vision. These initiatives have led to the creation of
sustainable and institutionalized platforms that are more
prepared to stand the test of time.

We recognize that we need to sow the seeds of transformation

from time to time, in order to recalibrate and reorient our
operating models, to better align with the increasingly
dynamic realities. Having built the requisite platforms, we
will be focused on maximizing asset and capacity utilization
levels across our facilities.

Our home textile solutions vertical is powered by integrated
manufacturing facilities that are amongst the largest in the
world. They address clients across 32 countries and are
designed to cater to multiple retail formats and channels.
Itis, therefore, imperative that we continue our efforts to
expand and deepen geographical presence, whilst adding
new clients, in order to de-risk and broad-base global
revenue streams.

Himatsingka has also been investing in
creating flexible product portfolios where
common infrastructure acts as an enabler
for multi-product capabilities. This flexible
plant design will help us stay relevant to our
client preferencesas they need to constantly
recalibrate product assortments in a high
-octane consumer environment.

Maximizing operating performance must be executed with
the highest levels of Environmental and Social responsibility
coupled with a Governance framework that enables an

organization to adhere to the interest of all stakeholders.
Himatsingka is committed to making ESG central to its
operating philosophy and has put in place initiatives that
position it to lead the ESG journey in the times to come.

De-leveraging our balance sheet while maximizing our
operating performance will be an important theme for
FY 22 and beyond. While our consolidated Net Debt
reduced by approx. I 300 crores during FY 21, it will

be our endeavor to continue to rationalize our debt
exposure during FY 22. In tandem with capital structure
optimization, we will alsoaim to improve our capital
efficiency ratios for FY 22.

As adominant player in the global home textile space,
constant innovation, building trust and being agile are
essential to building sustainable businesses and cementing
our presence with a cross section of stakeholders. While
investing in infrastructure helps us achieve these attributes,
they are essentially driven by the richness and diversity

of our teams globally.

With over 12,000 associates, we continue to
invest in intellectual capital that will lead our
journey and embody the Himatsingka Way,
where courage and imagination go hand-in
-hand in the perennial pursuit of perfection.

The Road Ahead

We believe our initiatives to build scale-oriented
manufacturing and distribution platforms will position
us to tap into larger opportunities that will help usin
sustaining growth rates going forward. Himatsingka’s
operating know-how in the textile space spans the entire
value chain, from source to shelf. We will leverage this
to identify growth opportunities that fit our strategy, are
in sync with our values, and give us the growth trajectory
that we require.

Our Appreciation of Support

All our efforts are incomplete without the support and

trust of our shareholders, employees, bankers, clients,
suppliers, the Board and other stakeholders. We would

like to take this opportunity to express our sincere gratitude
for their support and belief in Himatsingka.

Sincerely,

Shrikant Himatsingka
Managing Director & CEO

Dinesh Himatsingka
Executive Chairman
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Management Discussion & Analysis

GLOBAL ECONOMIC OVERVIEW

The year 2020 proved to be a challenging year for

the global economy on account of the COVID-19
pandemic. Economic activity witnessed unprece-
dented disruptions and recessionary shocks causing
the global economy to contract by 3.3% in 2020 as
compared to a growth of 2.9% in 2019. While most
major economies, including advanced and emerging,
witnessed contraction, China, witnessed moderate
growth in 2020.

Advanced Economies were amongst the most affected
by the pandemic, contracting by 4.7% in 2020. The US
economy contracted by 3.5% in 2020 as compared to
agrowth of 2.3% in 2019; the Euro Area witnessed an
even more severe decline in economic activity, which
led to a GDP contraction of 6.6% in 2020 as compared
toagrowth of 1.3%in 2019.

Emerging Markets and Developing Economies on the
other hand contracted for the first time in 60 years,
registering a contraction of 2.2% in 2020. They fared
better than Advanced Economies due to the economic

expansion witnessed by China, which grew by 2.3%
in 2020 as compared to 6.1% in 2019.

Global GDP is expected to grow by 6.0% in 2021 com-
pared to a contraction of 3.3% in 2020. This anticipated
significant expansion in economic growth is expected
on account of the successful development of effective
vaccines to combat the pandemic. Furthermore, the
fiscal and monetary policies support extended by
various governments, especially the US, will act as

an impetus for economic activity and growth during
2021. The Advanced Economies are expected to grow
by 5.1% while Emerging Market and Developing
Economies are estimated to grow by 6.7%. However,
while many economies are on the path to recovery the
outlook remains challenging given the divergence in
the shape and pace of recovery across economies that
may suffer from medium to long term after effects of
the crisis.
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Table 1: World Economic Growth - Projections

Percentage Change (%) 2019 2020 2021(P*)
World Output 2.9 (3.3) 6.0
Advanced Economies 1.7 4.7) 5.1
United States 2.3 (3.5) 6.4
Euro Area 1.3 (6.6) 4.4
- Germany 0.6 (4.9) 3.6
- France 1.5 (8.2) 5.8
- Italy 0.3 (8.9) 4.2
- Spain 2.0 (11.0) 6.4
Japan 0.7 (4.8) 3.3
United Kingdom 1.4 (9.9) 53
Canada 1.7 (5.4) 5.0
Other Advanced Economies 1.7 2.1) 4.4
Emerging Market and Developing Economies 3.7 (V) 6.7
Emerging and Developing Asia 5.5 (1.0) 8.6
- China 6.1 2.3 8.4
-India” 4.2 (8.0) 12.5
- ASEAN-5 4.9 (3.4) 4.9
Emerging and Developing Europe 2.1 (2.0) 4.4
- Russia 1.3 3.1) 3.8
Latin America and the Caribbean 0.1 (7.0) 4.6
- Brazil 1.1 4.1) 3.7
- Mexico -0.3 (8.2) 5.0
Middle East and Central Asia 1.0 (2.9) 3.7
- Saudi Arabia 0.3 (4.1) 2.9
Sub-Saharan Africa 3.1 (1.9) 3.4
- Nigeria 2.2 (1.8) 2.5
- South Africa 0.2 (7.0) 3.1

2022(P*)
44

3.6
3.5
3.8
3.4
4.2
3.6
4.7
2.5
5.1

4.7
3.4

5.0

6.0
5.6
6.9
6.1
39
3.8
3.1
2.6
3.0
3.8
4.0
4.0
2.3
2.0

(Source: IMF - World Economic Outlook, April 2021)
(~ GDP growth is presented on fiscal year basis, with FY 2020/21 starting in April 2020)

P*=Projection

Global merchandize trade volumes contracted by 5.3%
in 2020 as compared to a growth of 0.2% registered
during 2019. In value terms, global merchandize trade
stood at US$ 17.58 trillion down by 7.5% over 2019.
The decline was driven by the COVID-19 pandemic,
which deaccelerated the pace of economic activity
across the globe as most governments announced
stringent lockdowns in their countries that led to
restricted economic activity. The decline in trade was
more during the first half of the year compared to the

second half. During the first half of the year the trade
declined 15% while strong recovery was witnessed
during the second half of the year.

The second half of 2020, witnessed broad based trade
recovery across a majority of sectors. Trade recovery
started in Q3 of CY 2020 with the goods for which
demand increased due to easing lockdowns imposed
on account of COVID-19 including a large cross
section of textile products.

Figure 1: Global Sectorial Trade Growth in Q3 and Q4 of CY 2020

Year-on-Year % Growth
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(Source: Global Trade Update, February, 2021, UNCTAD)
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The following chart shows the recovery trend witnessed 2020 after an unprecedented contraction
for both goods and services during the second half of that impacted the first half of the year.

Figure 2: World Trade 9% and US$ Trillion (RHS)
25% r 6
20% |
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(Source: Global Trade Update, May, 2021, UNCTAD)

The World Trade Organization (WTO) anticipates which the adverse impact of the COVID-19 pandemic
global merchandize trade volumes to increase 8.0% began to be contained while governments launched
in 2021 on the back of continuing pick up in demand, aggressive fiscal and monetary policies to protect
which rebounded in second half of 2020 during economic damage and stimulate demand.

Figure 3: Growth in World GDP & Merchandize Trade (in Volume), 2017 - 2021 (P) % Change

2021 (P)

-5.3
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2019

2018
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w
w

M Global Merchandize Trade M Global GDP

(Source: WTO and IMF) P = Projection

INDIAN ECONOMY OVERVIEW

The Indian economy faced its worst crisis ever,
contracting by 8.0% during FY 21. The first quarter

of FY 21 was significantly impacted with GDP contract-
ing by 23.9% on account of a total lockdown across the
country, for the most part of the quarter, to contain the
COVID-19 pandemic. Overall for the year, the Industry
and Services sectors declined by 8.2% and 8.1%
respectively, while Agriculture remained relatively
resilient growing by 3% over the previous year.

Fixed capital formation, which is an indicator of the
level of investments in the country, witnessed a steep
decline of 12.4% and private consumption contracted

by 9.0%, reflecting dampened business sentiment
and consumer confidence in FY 21. Contraction

in economic activity and lower tax collections
contributed to a large fiscal deficit of 9.5% of

GDP for FY 21.

As per IMF, India’s GDP is forecasted to witness

a steep expansion of 12.5% during FY 22, making
it the fastest growing economy in the world. This
expansion can be attributed to India’s adaption
to the new normal, rollout of vaccination, and
well-coordinated, expansionary fiscal and
monetary policies.

Figure 4: Indian GDP Growth % Change
FY 22 (P) 12.5%
-8.0% FY 21
(Source: IMF) P = Projection

While earlier estimates of India’s GDP growth for
2021-22 ranged between 11.1% to 13.0%, the resur-
gence of the COVID-19 second wave in India since
February, 2021 has adversely impacted economic
growth prospects. Mobility restrictions, reimposed

by several states to contain the spread of the virus,
have halted the recovery momentum, which started
building up during the initial period of the second half
of FY 21. This is expected to have an adverse impact on
the earlier economic growth projections.

However, less severe restrictions, a more prepared
organized sector and a pick up in vaccination cover-
age present some of the key mitigating factors going

forward. Robust recovery in Advanced Economies
and other Emerging Markets, as stated earlier, could
provide the much needed tailwind from an external
demand perspective.

On the merchandize trade front, India’s total mer-
chandize exports during 2020-21 declined by 7.1%
and stood at US$ 291.1 billion compared to US$ 313.4
billion in 2019-20. Major export destinations during
2020-21 were North America with a 19.8% share of to-
tal exports followed by the North East Asia region with
a share of 14.5%. Total merchandize imports during
the fiscal year of FY 21 stood at US$ 393.6 billion, a
decline of 17.1% from US$ 474.7 billion in FY 20.
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Figure 5: Quarterly Trade Figures Us$ Billion GLOBAL TEXTILE INDUSTRY

The global textile and apparel trade has grown at a followed by fabrics with a share of 19%. The
150.0 130.9 CAGR of 4% since 2005 to reach US$ 839 billion in share of Home Textiles in global T&A trade stood
2019 and is expected to reach US$ 1,000 billion by at approximately 6% and is expected to remain
120.0 180 1161 2025, growing at a CAGR of 3%. Apparel dominated range bound as global textile and apparel trade
T&A trade with a 58% share in the overall trade value, grows to a projected US$ 1 trillion mark by 2025.
90.0
Figure 7: Global Textile & Apparel Trade Us$ Billion
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(Source: Ministry of Commerce and Industry Department of Commerce)
Inflation
FY 21 witness a sharp increase in inflation. The price inflation was subdued due to a fall in economic
Wholesale Price Index (WPI) inflation index increased activities. However, as the economy started opening
to 129.9 in March 2021, before hitting alow of 117.5 up, the inflation at the WPI level started rising due to
in May, 2020, compared to 120.4 in March, 2020. an increase in global commodity prices. 2005 2010 2015 2019 2025(P)

During the initial phase of the pandemic, the wholesale
M Fiver M van M Fabric | Apparel B Home Textiles M others s Total

Figure 6: Wholesale Price Index - India
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(Source: Wazir Advisors)
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Figure 8: Category-wise Share of Global Textile & Apparel Trade (2019) % Share
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(Source: Department for Promotion of Industry and Internal Trade, India)
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(Source: Wazir Advisors)

China continues to be the dominant textile and largest supplier of T&A globally in 2019. Vietnam and
apparel producer and exporter. Its share in global Bangladesh stand at 2nd and 3rd position respectively,
T&A trade has remained at approximately 34% with US$ 43.9 billion and US$ 42.7 billion of exports
during 2019. However, China’s share has come down due to dominate position in exports of apparels.

from 39% in 2015 to 34% in 2019. India was the 5th
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Indian Textile Industry

The Indian textile industry continues to be an import-
ant contributor to the Indian economy. It is the second
largest employment generator after agriculture as it
provides direct employment to over 45 million people
and indirect employment to approximately 60 million
people in allied sectors. It contributes to approximate-
ly 2% of the GDP and 10% of export earnings. The size
of India’s domestic textile and apparel market, which
was US$ 50 billion in FY 11 is estimated to be

approximately US$ 75 billionin FY 21 and itis
expected to grow to approximately US$ 190 billion
by FY 26, ata CAGR of 20.0% between FY 21 to

FY 26. The home textile segment is expected to grow
at 14.9% during the same period. Apparel demand at
US$ 55 billion, dominated the domestic market with
a share close to 74% of the total textile and apparel
market in India.

Table 2: Largest Exporters of Textile and Apparel 2019 Uss$ Billion
Country Textile Apparel Total Share (%)
Exports Exports Exports
China 134.6 149.9 284.5 34
Vietnam 10.2 33.7 43.9 5
Bangladesh 1.8 40.9 42.7 5
Germany 15.5 23.8 39.3 5
India 20.2 16.2 36.4 4
Italy 12.8 23.6 36.4 4
Turkey 12.2 16.1 28.2 3
USA 21.7 52 26.9 3
Spain 5 14.3 19.3 2
France 5.5 12 17.6 2
ROW 117.2 146.3 263.5 31

Total

356.8 ‘

481.9 ‘

(Source: Wazir Advisors)

838.7 ‘

India is the fifth
largest exporter of
textile and apparel
with approximately
US$ 28 billion

in 2020-21

India’s domestic
textile and apparel
market is estimated
at US$ 75 billion in
2020-21 andis

expected to grow
ata 20.4% CAGR to
US$ 190 billion by
2025-26

India’s exports of
textile and apparel
is expected to grow
to US$ 65 billion by
2025-26

Figure 9: Indian Textile Market Size
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(Source: Wazir Advisors)

Overall textile and apparel exports from India during
2020-21 is estimated at US$ 28.40 billion as compared
to US$ 34.22 billion during 2019-20. The sector was
adversely impacted due to COVID-19, which led to a
slump in demand during the first half of the year.

*=Estimates; "=Projections

The export of cotton made-ups and fabric was

US$ 5.22 billion, a growth of 4.2% over 2019-20.

The textile and apparel exports from India is expected
to grow at a CAGR of over 18.0% to US$ 65 billion by
2025-26 from an estimated US$ 28 billion in 2020-21.
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Figure 10: Indian Textile & Apparel Exports US$ Billion
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The Euro Zone (EU-27) continues to be one of the approximately 6%. Contraction in exports till 2019 was
largest destinations for Indian textile and apparel further impacted by COVID-19in 2020. In 2020, the
products. India’s export of T&A products to the Euro exports of T&A products to EU-27 was down 19.9%
Zone (EU-27) stood at US$ 5.5 billion during 2020. on account of COVID-19, which adversely impacted
Exports to EU-27 have witnessed a decline over demand for apparel.
the last 5 years and clocked negative CAGR of
Table 3: Textile & Apparel Exports from India to Euro Zone US$ Million

Categories | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | CAGR 2015-2020

Fiber 205 214 233 233 181 196 1%

Filament 107 102 109 126 99 77 -6%

Yarn 474 432 494 495 426 354 -6%

Fabric 413 352 389 352 310 245 -10%

Garments 4,776 4,471 4,601 4,622 4,379 3,357 -7%

Home Textiles 1,015 940 1,074 990 949 829 -4%

Others 416 385 447 542 520 442 1%

Total 7,405 6,896 7,346 7,361 6,865 5,500 -6%

(Source: Wazir Advisors)

India’s textile and apparel exports to the US have 41.4% compared to 36.6% in 2019. Apparel continued
grown at a negative CAGR of 1% over the last 5 years. to be the highest contributor to India’s total T&A
Export was down 10.9% in 2020 due to the pandemic. exports to the US with approximately 44%.

After witnessing a decline in share in total T&A exports

to the US, the home textiles share increased in 2020 to

Table 4: Textile & Apparel Exports from India to the United States US$ Million
Categories 2020 CAGR 2015-2020
Fiber 120 126 136 125 87 101 3%
Filament 45 38 41 58 47 37 -4%
Yarn 61 53 53 59 54 64 1%
Fabric 450 452 514 536 414 507 2%
Garments 3,869 3,822 3,875 4,025 4,343 3,299 -3%
Home Textiles 3,104 3,092 3,175 3,238 3,093 3,109 0%
Others 337 347 401 458 402 401 4%

(Source: Wazir Advisors)

On the import front, India’s import of textile and apparel products has seen a CAGR of

and apparel products is estimated to stand at approximately 9% over the last 13 years (2005-06
approximately US$ 5.6 billion during 2020-21, a to 2019-20) and is expected to grow at a CAGR of
decline of 35% over 2019-20, due to lower demand 10% over the next six years.

on account of the pandemic. The import of textile

Figure 11: Indian Textile & Apparel Imports USS$ Billion
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US Imports of Home Textile Products

For Himatsingka, The US continued to be the

largest marketin FY 21. The total US imports for
cotton denominated bedding and bath products
stood at US$ 3.8 billion during 2020. This was 9.5%
lower than the total imports for such products in 2019.
The share of the above US imports that vest with India,
China and Pakistan stood at 86.0% during 2020 vs
87.2% during 2019.

Despite enhanced demand for soft home products

on account of the pandemic, strained trade relations
between the US and China coupled with supply chain
challenges reduced the US’ sourcing of cotton sheets,
pillow cases, bed spreads, quilts and Terry towels from
China compared to other major countries. Imports

from China declined 22.2% while sourcing from India
declined by only 7.6% in 2020 as compared to 2019,
resulting in increased market share for India.

The US continues to dominate the global market for
soft home products. The chart below demonstrates
the percentage share of US imports of cotton sheets,
pillow cases, bedspreads, quilts and Terry towels that
India, China, Pakistan and the rest of the world enjoy.
India and China continued to dominate US imports in
these categories with a share of approximately 66%.
India continues to be the single largest supplier to the
US with 40%.

Figure 12: US Imports — Cotton Sheets, Pillow Cases, Bed Spreads, Quilts and Terry Towels % shares of Countries
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(Source: OTEXA, Department of Commerce, United States of America)

Over the years, India has surpassed China to become
the largest supplier of cotton soft home products to
the US. While India’s supply of cotton soft home prod-
ucts to the US stood at US$ 1.12 billion in 2010, it now
stands at US$ 1.55 billion during 2020. This translates

toa CAGR of 3.3%. China, on the other hand, wit-
nessed a CAGR decline of 4.2% over the same period.
As a result, India’s contribution in US total imports of
soft products has increased from 26.0% in 2010 to
40.0% in 2020.

Figure 13: US Imports — Cotton Sheets, Pillow Cases, Bedspreads, Quilts and Terry Towels USS$ Million
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(Source: OTEXA, Department of Commerce, United States of America)

EU Imports of Home Textile Products

EU-27 imports of cotton-based bed linen, Terry and
blankets products are comparable to the US. In 2020,
EU-27 imported cotton-based bed linen, Terry and
blankets worth Euro 2.02 billion compared to Euro
2.19 billion in 2019. Import of these products has
grown ata CAGR of 0.4% over the last 5 years and
1.7% over the last 10 years. India is the third largest
exporter of these goods to EU-27 with a Euro 192

Figure 14: EU-27 Imports — Cotton Bed Linens, Terry Towels and Blankets
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million share and has grown its share to this region at a
CAGR of 0.7% over the last 10 years.

The top three supplier countries to the EU-27 region
constitute approximately 77% of their total imports of
cotton soft home products (bed linen, Terry towels and
blankets). In 2020, India was the third largest supplier
with 9.6% share in the total imports.
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Pakistan continues to hold the dominant share in
EU-27 imports for cotton-based soft home products.

This is primarily on account of the duty advantage that

it enjoys vis-a-vis India.

Figure 15: EU-27 Imports — Cotton Bed Linen, Terry and Blankets EURO Million
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(Source: European Commission)

* Himatsingka | Management Discussion & Analysis | 65



In 2020, the UK imported total textile goods (exclud-
ing clothing) worth £ 8.58 billion compared to £ 5.72
billion in 2019. This significant increase is due to the
import of medical masks and PPE kits to combat the
COVID-19 pandemic. Import of textile products has
grown ata CAGR of 7.2% over the last 10 years and

11.6% over the last 5 years. India is the sixth largest
exporter of these goods to the UK with a £ 332 million
share. Imports from China increased significantly in
2020 on account of the import of textile medical sup-
plies like masks and PPE.

Figure 16: UK Imports - Textile Products (excl. clothing) £ Million

956 1,059 1,115

4,459

1,064 1,174

2015 2016 2017

2018 2019 2020

M China M Turkey M pakistan M Germany I Belgium ™ India M Others

(Source: Office for National Statistics, UK)

GLOBAL COTTON SCENARIO

Cotton isamongst the most extensively used fiber in
the global textile space. Cotton is grown in over 100
countries but the main concentration is limited to a
few countries. After witnessing growth in 2019-20,
world cotton production decreased in 2020-21 to 24.7
million metric tonnes, a decline of 6.5%, largely driven
by declines in yield and lower area harvest in major
cotton growing areas.

The US saw a 24.9% decrease with a significantly
lower area harvested, especially in Texas. Pakistan

Figure 17: World Cotton Production
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production fell 27.4% to 4.5 million bales, owing

to the lowest yields in nearly 40 years. However, the
decline in production by major cotton growing areas
was partly offset by China and Australia. In 2021-22,
the global cotton production is expected to rise 4.7%
to about 25.9 million metric tonnes with rising acreage
and improving yields among major cotton producing
countries.

Million Metric Tonnes

25.9
24.7
26.4
25.8
27.0
23.2
20.9

26.0

(Source: United States Department of Agriculture)

India and China contribute to approximately 51% of
global cotton output. In 2020-21, China regained the
position of largest cotton producer in the world with

a production output of 6.4 million metric tonnes, an
increase of 8.5% over 2019-20. In 2020-21, India’s
share in global cotton production increased to 25.1%
as compared to 24.6% in 2019-20, while China’s share
increased to 25.9% from 22.0%. Cotton production in

Figure 18: Cotton Production: Region Wise

the US declined 25.6% after witnessing an increase of
7.5% in 2019-20. Principal causes of the reduction in
the US stocks in 2020-21 were a smaller harvest and
strong export demand.

The table below shows India’s cotton production vis-a-
vis China, the US and Pakistan over the last 5 years and

projections for 2021-22.
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Global Cotton Prices

Global and domestic cotton prices witnessed a gradual
increase from May, 2020 on account of strong demand
witnessed post relaxation in lockdowns mainly on
account of lower global cotton production and expect-
ed higher capacity utilization for 2020-21. In addition,

Figure 19: US Cotton Price
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1.40

the ban imposed by the US on imports of Chinese cot-
ton products made in the Xinjiang region due to forced
labor issues and higher cotton imports by China has
reduced the supply of cotton in the global market.
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(Source: IndexMundi)
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The table below gives a snapshot of the world’s cotton production over the last 5 years and projection for one year.

Table 5: World Cotton Balance Sheet

World Cotton Balance Sheet

Million Metric Tonnes 2016/17 | 2017/18 | 2018/19 | 2019/20 2020/21  2021/22(P)
Beginning Stocks 19.6 17.5 17.7 17.4 21.3 20.3
Production 23.2 27.0 25.8 26.4 24.7 25.9
Supply 42.9 44.5 43.5 43.9 46.0 46.1
Consumption 253 26.7 26.2 22.4 25.7 26.7
Ending Stocks 20.3 19.4

Stocks/Use Ratio 69.2% 65.9% 66.4% 95.2% 78.8% 72.9%

China Balance Sheet

Million Metric Tonnes

2016/17

2017/18

2018/19

2019/20

2020/21

2021/22(P)

Beginning Stocks 12.3 10.0 8.3 7.8 8.0 8.5
Production 5.0 6.0 6.0 5.9 6.4 5.8
Imports 1.1 1.2 2.1 1.6 2.7 2.4
Supply 18.4 17.2 16.4 15.3 17.2 16.7
Consumption 8.4 8.9 8.6 7.2 8.7 8.9
Exports - 0 0 0 0 0
Demand 8.4 9.0 8.6 7.2 8.7 8.9
Ending Stocks 10.0

Stocks/Use Ratio 119.1% 92.4% 89.8% 111.3% 97.1% 86.7%

India Balance Sheet

Million Metric Tonnes

2016/17

2017/18

2018/19

2019/20

2020/21

2021/22(P)

Beginning Stocks 1.5 1.7 2.0 2.0 3.7 3.7
Production 59 6.3 5.6 6.3 6.2 6.3
Imports 0.6 0.4 0.4 0.5 0.2 0.2
Supply 8.0 8.4 8.0 8.7 10.1 10.2
Consumption 5.3 5.3 53 4.4 5.1 5.4
Exports 1.0 1.1 0.8 0.7 1.3 1.3
Demand 6.3 6.4 6.1 5.1 6.4 6.7

Ending Stocks

Stocks/Use Ratio 27.3% 31.5% 32.4% 72.8% 57.1% 50.9%

(Source: United States Department of Agriculture)

P = Projection




Our Risks and Opportunities

Himatsingka Seide Limited (“HSL/ The Company”) The Company has a defined strategy for eliminating
believes in value protection and enhancement through  or mitigating the risks, as well as the mechanisms to
Risk Management strategy. effectively monitor and evaluate organizational risks.

HSL has a structured process and a balanced approach
of identifying potential risks to the organization.

Risk Factors Mitigation Risk Factors Mitigation
Customer Concentration in certain markets and dependency The Company is continuously focusing on newer Recruitment &
Concentration on customers for substantial business. customers and geographies and pursuing oppor- Retention
tunities in expanding market presence across
new geographies and client groups in order to
mitigate risk.
The Company has, on a continuous basis, acquired
new brand licenses and added new customers.
Regulatory
Market Dynamics Failure to anticipate and respond to changes in The Company has an in-house development team
consumer preferences, purchasing behavior and working constantly with brands and studying
market trends may adversely affect the Company’s product sensitivities in the market, including
performance. the response to the current pandemic situation.
The Company has set up a Terry Towel plant and
forayed into e-commerce business.
Raw Materials Raw material costs account for approximately 55%
of the Company’s sales. Operating performance
may be adversely impacted by volatility on the cost
of raw materials. INTERNAL CONTROL SYSTEMS AND THEIR Internal Assurance
Dependency on foreign / single source of supply ADEQUACY ' N Interrwal Audit also evaluates th.e functioning and_ quali-
for raw materials can lead to pricing pressures The Company’s internal control systems to mitigate ty of internal controls and provides assurance of its ad-
when considering alternatives during time of material business risks ensure proper safeguarding equacy and effectiveness through periodic reporting.
unavailability. of assets, maintaining proper accounting records
and reliable financial information and is designed Governance Structures and Policies
Revenue to provide reasonable assurance that all material The combination of policies and processes address the
misstatements, frauds or violations of laws and various risks associated with the Company’s business.
regulations will be prevented. The Company periodically reviews the effectiveness
Currency of its risk management framework to align with con-
Independent External Assurance temporaries and address the emerging challenges that
An external independent firm carries out the internal arise in a dynamic business environment.
audit of the Company’s operations and reports its
findings to the audit committee on a regular basis. Diversity and Quality in the Talent Pool
The Company engages over 12,000 people
Environmental, HUMAN RESOURCES across its businesses and continues to invest in
health and Human resources are the principal drivers of change. and nurture its talent pool in order to align with the
safety events Our approach to human resources has enabled us broader vision of the Company. It ensures diversity
and COVID-19 to be able to attract, integrate, develop and retain in the workforce by encouraging employees to main-
the talent required to drive sustainable growth. tain their identity, while adhering to the Company’s
values and behavior. Concentrated effort on gender
Learning and Development and age diversity has been initiated through work-
The continued focus on enhancing employee capabil- shops and training programs.
ities and benchmarking to be able to deliver a best-in-
class working environment has helped the Company Human Resource Transformation
maintain its leadership in the home textile industry. Our HR processes and systems have helped us
The Company focuses on collaborative, transparent to be agile and transform to the dynamic global
and participative organization culture, and rewards environment that prevails today.
merit and sustained high performance.
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Analysis of Consolidated Financials

CONSOLIDATED INCOME STATEMENT SUMMARY — FY 21 (% Lacs) CONSOLIDATED BALANCE SHEET (% Lacs)
Particulars | Consolidated Eatticalars AsatMarch31,2021| AsatMarch 31,2020
2020-21 2019-20 Change %
Revenue from Operations 2,25,832 2,35,793 -4.2% Property, Plant and Equipment * 2,93,301 292,505
Other Income 1,421 6,172 -77.0% Goodwill 47’334 48,195
Total Revenue 2,27,253 2,41,965 -6.1%
Cost of Materials Consumed 1,23,764 1,13,180 9.4% Other Financial Assets 17,380 18,572
As a % of Revenue 54.80% 48.00% 14.2% Deferred Tax Assets (Net) 1 ,650 1 ,694
Employee Benefit Expenses 25,933 28,012 -7.4%
Other Expenses 47 239 55842 -10.6% Non-Current Income Tax Assets (Net) 1,045 1,045
e 30,317 47,931 Other Current and Non-Current Assets 22,912 23,688
EBIT 15’072 35.310 Inventories 79,548 1 ,08,747
Interest and Finance Cost 17,720 19,472 -9.0% Trade Receivables 33,151 11,758
Profit Before Exceptional Iltems & Tax -2,648 15,838 -116.7%
i N
Exceptional ltems j 7321 -100.0% Cash and Cash Equivalents 14,438 20,975
Profit After tax -5,335 | 1,325 -502.7%
Equity Share Capital 4,923 4,923
Revenue Analysis: Profitability Analysis: Other Equity 1,26,599 1,31,078
»  Consolidated Total Revenue for the year »  The consolidated EBITDA decreased by 36.7% ]
decreased by 6.1 % and stood at X 2,27,253 to3 30,317 lacsin FY 21 versus X 47,931 lacsin Total Borrowings 2,46,651 2,81,443
lacs. This decline was mainly attributable to the FY 20. The consolidated EBITDA margins stood -
adverse impact the Covid-19 pandemic had on at 13.3%in FY 21 versus 19.8% during the previ- Currentand Non-Current Provisions 2,972 2,308
the business during the year. ous year.
»  Revenues from brands for FY 21 stood at »  The consolidated EBIT decreased by 57.3% to Deferred Tax Liabilities (Net) 6,773 4,528
R 1,79,829 lacs versus X 2,12,200 lacs R 15,072 lacs versus X 35,310 lacs during the pre-
during FY 20. vious year. The consolidated EBIT margins stood Currentand Non-Current Other Liabilities 31,731 32,677
at 6.6% versus 14.6% during the previous year.
Expenditure Analysis: »  The consolidated profit after tax for the year stood Trade Payables 60,959 37,172
»  The cost of materials consumed stood at atloss of aX 5,335 lacs versus profitofa3 1,325
% 1,23,764 lacs during the year. Material costs lacs during the previous year. Other Currentand Non-Current Financial Liabilities 27,695 29,897
as a percentage of revenue from operations in-
creased from 48.0% to 54.8% mainly on account Current Income Tax Liabilities, (Net) 2,456 3,152

of inflation in raw material costs and product
mix fluctuations.

Total Liabilities

5,10,759

5,27,179

»  Employee benefit expenses stood at X 25,933 lacs
as compared to X 28,012 lacs and as a percentage
of total revenue, employee benefit expense stood
at11.41%in FY21 as compared to 11.58% in FY 20.

»  Total operating expenses stood at X 1,96,936 lacs
in FY 21 vs%1,94,034 lacs during the previous year.

»  Interestand finance charges decreased from
R 19,472 lacs and stood at X 17,720 lacs.

*Includes CWIP, other intangible assets, right of use asset and assets held for sale
" Includes Current Investments
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Analysis of Assets: Analysis of Equity and Liabilities: 1

»  Property, Plantand Equipment including CWIP »  Consolidated Net Worth of the Company ‘ ; \ Y \ \ \ \ | ‘ 1 i { f
and intangible assets increased by X 796 lacs as decreased from X 136,001 lacs during \ 3 ) \ h "'\ ! \ \ !
a part of budgeted capital expenditure and stood FY 2020to 131,522 lacsin FY 2021.
at 2,93,301 lacs as compared to X 2,92,505 lacs »  Total borrowings decreased from X 2,81,443 -
in the previous fiscal. in FY 20to X 2,46,651 lacs mainly due to repay- _

»  Goodwill decreased by X 862 lacs to X 47,334 ment of term loans and decreased working capi- . ; . i =
lacs on account of the appreciation of the Rupee tal requirements across business operations. .. "l V‘ "'/ /l
against the US Dollar. »  Trade Payables stood at X 60,959 lacs versus ‘ ¥ —

»  Cashand cash equivalents including current 3 37,172 lacs during the previous year. ¢ e inflfey it 4
investments decreased by X 6,537 lacs and s\ \ = - | PERLIS AT & - A ..l’l " r

stood at X14,438 lacs versus X 20,975 lacs
in the previous year.

KEY CONSOLIDATED FINANCIALS AND RATIOS (% Lacs)
Particulars As at March 31, 2021 As at March 31, 2020
Total Income 2,27,253 2,41,965
EBITDA 30,317 47,931
EBIT 15,072 35,310
Net Profit after Tax -5,335 1,325
Net Worth 1,31,522 1,36,001
Net Debt 2,44,870 2,73,851
Net Profit Margin -2.3% 0.6%
Operating Profit Margin 3.3% 19.8%
Net Debt/Equity (Times) 1.86 2.01
Interest Coverage Ratio (Times) 0.85 1.81
Return on Equity (ROE) * -4.0% 6.2%
Return on Capital Employed (ROCE) 3.7% 8.4%
Inventory Days 129 168
Receivable Days 54 18
Payable Days 99 58

* Adjusted for exceptional items in FY 20
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Board’s Report

Your Directors are pleased to present the Thirty Sixth Annual Report on the operations and performance of your Company, together with
Audited Financial Statements and Auditor’s Report for the year ended March 31, 2021.

1. FINANCIAL HIGHLIGHTS

The financial highlights for the year under review are given below:

(X inLacs)

parteuars | S | Comobaea |
2020-21 2019-20 Change % 2020-21 2019-20 Change %
Revenue from Operations 168,191 160,076 5.07 225,832 235,793 (4.22)
Other Income 2,805 8,725 (67.85) 1,421 6,172 (76.98)
Total Revenue 170,996 168,801 1.3 227,253 241,965 (6.08)
EBITDA 33,412 47,264 (29.31) 30,317 47,931 (36.75)
EBITDA Margin (%) 19.87% 29.53% (32.71) 13.42% 20.33% (33.99)
EBIT 22,525 38,152 (40.96) 15,072 35,310 (57.32)
Profit before exceptional items 8,133 22,987 (64.62) (2,648) 15,838 (116.72)

Exceptional Item - 1,142 - 7,321

Profit before tax 8,133 21,845 (62.77) (2,648) 8,517 (131.09)
Tax Expense 2,757 7,181 (61.61) 2,686 7,192 (62.65)
Profit after tax 5,375 14,664 (63.35) (5,335) 1,325 (502.6)

2. BUSINESS HIGHLIGHTS

The Consolidated Total Revenue for Financial Year 2020-21 decreased by 6.08% and stood at Rs 227,252 lacs and the Consolidated
EBITDA decreased by 36.75% and stood at Rs 30,317 lacs.

Some key highlights of FY 21 are as follows:

» The operations at all four manufacturing facilities of the Company were impacted during the first half of the fiscal on account of the
lockdowns imposed by the Central and State Governments owing to the Covid-19 pandemic. In addition, other disruptions including
but not limited to workforce unavailability, supply chain congestion and logistical interruptions hampered our operations. This directly
impacted both the Consolidated Revenues and Consolidated EBITDA for the Financial Year 20-21.

* During the fiscal, the Consolidated Total Revenue and Consolidated EBITDA were further impacted as the scheduled announcement
by the Government of India on the proposed RoDTEP (Remission of Duties and Taxes on Export Products) Scheme that was to replace
the RoSCTL (Rebate of State and Central Levies and Taxes) scheme effective 1st January 2021 was delayed and hence export incentives
for Q4 FY21 were unable to be accounted for.

* Revenues from Brands during the FY 21 stood at Rs 179,829 lacs as compared to Rs 212,200 lacs in FY 20.
* The ramping up of capacity utilization at our new Terry towel plant located in Hassan Karnataka progressed well. The utilization levels

increased from 35% in fiscal 2020 to 70% by end of fiscal 2021. This was achieved despite all the challenges that prevailed during the fiscal.

3. CHANGE IN THE NATURE OF BUSINESS

There was no change in the nature of business carried out by the Company during the period under review.

4. SHARE CAPITAL

The Company during the period under review has not issued and/or allotted any shares with/ without differential voting rights as per
Section 43 of Companies Act, 2013 read with Rule 4(4) of the Companies (Share Capital and Debentures) Rules, 2014.

The Authorized Share Capital of the Company is X 67,00,00,000/- divided into 13,40,00,000 Equity Shares of X 5 /- each and the Paid-up
Capital of the Company is X 49,22,85,800/- divided into 9,84,57,160 Equity Shares of X 5/- each.

5.DIVIDEND

The Board has recommended a dividend of 10% (X 0.5 per equity share) for the financial year ended March 31, 2021, subject to approval
by the shareholders at the ensuing Annual General Meeting.
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6. TRANSFER TO RESERVES

During the year the Company has not transferred any amount to Reserves.

7. SUBSIDIARY, JOINT VENTURES AND ASSOCIATE COMPANIES AND CHANGES THEREON
As on March 31, 2021, the Company had the following subsidiaries and Joint Ventures:

Subsidiaries:
« Himatsingka Wovens Private Limited, (wholly owned subsidiary)
« Himatsingka Holdings NA Inc., (wholly owned subsidiary)

« Himatsingka America Inc., (step down wholly owned subsidiary)

Joint Venture
e Twill & Oxford LLC*

*Twill & Oxford LLC (“T&0O”), Joint Venture Company based out of Dubai has filed for voluntary liquidation and is currently undergoing
liquidation under the laws of Dubai.

In furtherance with the strike off application filed with the local statutory authority in United Kingdom, Himatsingka Europe Limited has
been, dissolved with effect from September 22, 2020.

Consolidated Financial Statements

Asrequired und