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Ratings
Facilities Amount Rating:l Rating Action
(Rs. Crore)
Long-term Bank Facilities — 2.77 CARE A+; Stable Reaffirmed
Term Loan (reduced from 6.64) (Single A Plus; Outlook: Stable)
Long/Short-term Fund-based CARE A+; Stable '
facilities — Cash Credit 1350 (Single A Plus; Outlook: Stable) Reaffirmed
16.27
Total (Rupees Sixteen crore
Twenty Seven lakh only)

Details of instruments/facilities in Anneuxre-1

Detailed Rationale

The ratings of Lovable Lingerie Limited (LLL), continues to derive strength from the experience of promoters, strong
brands in the segment, wide established distribution network and strong financial risk profile as reflected by low overall
gearing and comfortable debt service coverage indicators.

The ratings, however, remain constrained due to small scale of operations, volatility in profitability margins, working
capital-intensive nature of operations and fragmented nature of the women innerwear industry.

The ability of the company to increase scale of operations while maintaining the profitability margins and improve
working capital cycle remains the key rating sensitivities.

Detailed description of the key rating drivers

Key Rating Strengths

Experienced Management: LLL was promoted by Mr L. Vinay Reddy having an experience of over two decades in the
innerwear industry and was instrumental in obtaining license of “Lovable” brand for the Company. He was previously a
director in Maxwell Industries Ltd. He is guided by his father Mr L. Jaipal Reddy who is the co-founder and Managing
Director of Maxwell Industries Limited for 14 years. Mr L. Jaipal Reddy has conceptualized and established leading brands
such as VIP, Frenchie etc.

Strong brands in the segment with wide established distribution network: LLL is one of India’s leading women’s
innerwear manufacturers, marketing the products under flagship brands — ‘Lovable’ and ‘Daisy Dee’. ‘Lovable’ is a
premium women’s innerwear brand and whereas ‘Daisy Dee’ is a mid-segment market brand. The company markets its
products through large format stores (LFS)/department stores and a network of distributors. The company has 300 ‘shops
in shops’ in Large Format Stores like Shoppers Stop and Lifestyle in 21 cities and carries out direct marketing through a
network comprising of 4 branches, 180 distributors and approximately, 3,000 dealers serving around 11,000 multi brands
outlets.

Low overall gearing and comfortable debt servicing indicators: LLL finances majority of its working capital requirements
from internal accruals and IPO proceeds. With low debt levels and higher equity (net worth of Rs.195.76 crore as on
March 31st, 2016), the gearing levels as on March 31st, 2016 have remained comfortable at 0.02x. TD/GCA has also
remained low at 0.17x as on March 31, 2016. It may be noted that liquid investment (Rs.70.75 crore as on March 31,
2016) is significantly higher than the total debt obligations (Rs. 16.27 crore as March 31, 2016).

Key Rating Weaknesses

Small scale of operations: Though LLL has operational track record of more than 18 years, the total size of the operations
are relatively smaller compared to its peers notwithstanding the higher growth rate at a CAGR of 11.8% during FY14-FY16.
The same can be attributed to the fact that the LLL operates in a highly fragmented market wherein it faces stiff
competition from large unorganised and organized segment.

Working capital intensive nature of operations albeit mainly funded through internal accruals and IPO proceeds: LLL
has an elongated operating cycle mainly on account of high inventory holding days. Furthermore, LLL gets credit period of
30 days from its suppliers, while it grants credit period of 30-60 days to its customers. On account of aforesaid, the

1Comp/et’e definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.
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operations of LLL are working capital intensive in nature despite this average working capital utilisation of LLL has
remained low as the working capital is mainly funded through internal accruals and IPO proceeds.

Highly fragmented industry with competition from organized & unorganized players: The innerwear industry in India is
characterised by a high degree of fragmentation as almost two-third of the market is controlled by the unbranded and
unorganised regional players and only the balance one-third share goes to the few big organised and branded players.

Analytical Approach: Standalone

Applicable Criteria

Criteria on assigning Outlook to Credit Rating
CARE's Policy on Default Recognition

Rating Methodology-Manufacturing Companies
Financial Ratios-Non Financial Sectors

About the Company

Lovable Lingerie Limited (LLL) was originally incorporated in the year 1987, as Hybo Knit Private and started commercial
operations in the year 1996, by manufacturing women’s inner wear under license from Lovable World Trading Company,
USA. Subsequently it acquired the “Lovable” brand on an exclusive basis for the territories of India, Nepal, and Bhutan.
The company’s product range includes brassieres, panties, slips/camisoles, home wear, shape wear, foundation garments
and sleepwear products. “Lovable” and “Daisy Dee” are the flagship brands of the company. The company has three
manufacturing facilities which are located in Bangalore, Karnataka. The company’s design studio is located in Bengaluru
and has a design library of approx. 1,000 designs. The company raised Rs.113.27 crore from the IPO in March, 2011.

For FY16, LLL reported PAT of Rs.23.18 crore on total income of Rs.199.77 crore as compared to PAT of Rs.19.72 crore on
total income of Rs.173.49 crore in FY15. For 9MFY17 (refers to the period April 01 to December 31), LLL reported PAT of
Rs.16.92 crore on total income of Rs.166.88 crore.

Status of non-cooperation with previous CRA: Not Applicable
Rating History for last three years: Please refer Annexure-2

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.

Analyst Contact

Name: Mr Pulkit Agarwal

Tel: 022-67543505

Mobile: 9819074189

Email: pulkit.agarwal@careratings.com

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

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.

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 credit quality and are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security. 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.

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is 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.

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Slzles‘:::he Rating assigned along
Instrument Issuance Rate Date with Rating Outlook
(Rs. crore)
Fund-based - LT-Term Loan - - March 2018 2.77 CARE A+; Stable
Fund-based - LT-Cash Credit - - - 13.50 CARE A+; Stable
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)
(Rs. crore) assigned in | assignedin | assignedin | assigned in
2016-2017 2015-2016 2014-2015 2013-2014
1. Fund-based - LT-Term Loan LT 2.77 CARE A+; [1)CARE A+ 1)CARE A+ 1)CARE A+ -
Stable (15-Apr-16)  [(15-Apr-15) |(09-Apr-14)
2. [Fund-based - LT-Cash Credit| LT 13.50 CARE A+; |1)CARE A+ 1)CARE A+ 1)CARE A+ -
Stable (15-Apr-16)  [(15-Apr-15) |(09-Apr-14)
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