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Ratings
Facilities Amount Rating1 Rating Action
(Rs. crore)

369.92 CARE A+; Stable

Long-term Bank Facilities (Single A Plus; Outlook: Reaffirmed
(reduced from 374.25)
Stable)
_— CARE A1+ .

Short-term Bank Facilities 1.50 (A One Plus) Reaffirmed

371.42
Total (Rupees Three Hundred Seventy One crore

and Forty Two lakh only)

Details of instruments/facilities in Annexure-1

Detailed Rationale and Key Rating Drivers

The ratings assigned to Lux Industries Limited (LIL) continue to derive strength from the long track record of operation
and significant experience of the promoters, established presence in the hosiery products industry with strong brand
image and wide product range and established selling and marketing network along with considerable export presence.
The ratings also factor in the continued growth in operating income and improvement in profitability margins during FY17
(refers to the period April 1 to March 31) and comfortable capital structure & debt coverage indicators.

The ratings, however, remain constrained by the working capital intensive nature of operations with further elongation of
operating cycle in FY17, exposure to volatility in the prices of raw materials and intense competition.

Ability of the company to successfully leverage its premium segment and improve its profitability margins, efficient
management of working capital and maintaining capital structure would remain the key rating sensitivities.

Detailed description of the key rating drivers

Key Rating Strengths

Long track record of operations and significant experience of promoters in hosiery industry

The LUX group traces its origins to Mr Girdharilalji Todi who had started the business of manufacturing innerwear by
setting up Biswanath Hosiery Mills in 1957. His sons Mr Ashok Todi and Mr Pradeep Todi, promoters of LIL, also have an
experience of over three decades in the hosiery business by virtue of their association with Biswanath Hosiery Mills.

Presence across wide range of products

Focusing initially on the economy innerwear segment, the company has over the years broadened its product portfolio,
which now spans innerwear products for men, women as well as children, across all price ranges, thermal wear, socks.

LIL has presence in the men’s innerwear and outerwear including thermal wear with its major brands being ONN, Lux
Cozi, Lux Classic, Lux Venus, Lux Cottswool and Inferno. The group has other companies engaged in hosiery industry
focused on women innerwear and outerwear, kid’s wear and women leggings.

Established selling and marketing arrangements

The company has aggressively pursued various marketing and promotional activities to build a strong brand name.
Besides branding which has created a demand pull, the company continues to have a large distribution network across
the country.

Continued growth in operating income and improvement in profitability margins in FY17

The financial performance of the company continued to witness improvement with the total operating income witnessing
a y-o-y growth of 3.26% in FY17 over FY16. The operating margin of the company improved from 10.04% in FY16 to
12.31% in FY17 with concerted brand building efforts, lower raw material costs and higher operating efficiency. With
improvement in PBILDT, the PAT level and margin also improved.

Comfortable capital structure and debt coverage indicators

The capital structure of the company continued to remain comfortable. Including the unsecured loans from promoters as
debt, the debt equity ratio improved from 0.47x as on March 31, 2016 to 0.18x as on March 31, 2017 and overall gearing
improved from 0.96x as on March 31, 2016 to 0.81x as on March 31, 2017 with withdrawal of subordinated unsecured

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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loans of Rs.47.22 crore in FY17 and accretion of profits to networth. In line with increase in interest cost primarily due to
higher working capital utilisation and interest on loan availed for the Dankuni project, interest coverage ratio deteriorated
marginally from 7.90x during FY16 to 6.97x in FY17, though remaining comfortable. However, total debt/GCA improved to
3.32xin FY17 vis-a-vis 4.08x in FY16.

Presence in the export market
The company exports its products to over 65 countries (primarily Middle East and Africa) under its own brand name. It
made exports of Rs.92.70 crore in FY17.

Key Rating Weaknesses

High working capital intensity in line with industry

The working capital cycle of the company increased from 151 days in FY16 to 164 days in FY17 primarily on the back of
increase in inventory period which stood at 114 days in FY17 vis-a-vis 99 days respectively in FY16. The collection period
increased from 96 days in FY16 to 99 days in FY17. The company’s dependence on credit availed from its suppliers
continued to increase and the creditor’s period stood at 49 days in FY17 vis-a-vis 45 days in FY16. However, despite
increase in its working capital cycle, LIL’s average utilization of cash credit limits remained satisfactory at 42% during the
last 12 months (June 2016 to May 2017).

Raw material price fluctuation risk

Raw material (including purchases of traded goods) cost formed 52% of the total cost of sales during FY17 vis-a-vis 54% of
the total cost of sales during FY16. The decline was primarily on account of reduced prices of yarn in FY17. The yarn prices
are dependent on the prices of cotton which being commodity in nature have volatile price movements. However, as LIL
procures yarn in bulk quantities it is able to procure the same at a discount to the market price. Moreover, any increase in
raw material costs is ultimately passed on to the customers, though with a time lag.

Intense competition in the industry

The industry is characterised by significant competition from established players and dominated by the unorganised
segment. However, the company is rapidly scaling up its market share by leveraging the growing brand equity of ‘LUX’
and accordingly mitigating competition to an extent in these markets.

Analytical approach: Standalone

Applicable Criteria

CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Criteria on assigning Outlook to Credit Ratings
Financial ratios — Non-Financial Sector

Rating Methodology-Manufacturing Companies

About the Company

LIL was incorporated as Lux Hosiery Industries Ltd. in July, 1995 and subsequently its name was changed to its present
name in October, 2007. Currently, LIL is engaged in manufacturing and marketing of innerwear, thermals and casuals
under various brands, with ‘LUX’ being its flagship brand. LIL is the flagship company of the LUX group. Other major
companies of the group engaged in similar line of business, include J. M. Hosiery & Co. Ltd (JMHCL; rated CARE A-; Stable),
Ebell Fashions Pvt. Ltd (EFPL; rated CARE A- (SO); Stable; backed by unconditional and irrevocable corporate guarantee of
JMHCL) and S. D. International (SDI; rated CARE A- (SO); Stable; backed by unconditional and irrevocable corporate
guarantee of JIMHCL).

The company earned PAT of Rs.62.85 crore on total operating income of Rs.971.56 crore in FY17 vis-a-vis PAT level of
Rs.51.34 crore on total operating income of Rs.940.87 crore in FY16.

Status of non-cooperation with previous CRA: Vide press release dated June 4, 2015, CRISIL suspended its ratings on the
bank facilities of LIL on account of non-cooperation by LIL with CRISIL's efforts to undertake a review of the ratings
outstanding.

Any other information: Not Applicable

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

Tel: 033-4018 1651
Mobile : 98304 07120
Email: mamta.khemka@careratings.com

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

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating
agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit
Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market
built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to raise capital
for their various requirements and assists the investors to form an informed investment decision based on the credit risk and their own
risk-return expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed by the
methodologies congruent with the international best practices.

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 | Size of the Issue Rating assigned along with Rating Outlook
Instrument Issuance Rate Date (Rs. crore)
Fund-based - LT-Term Loan - - March’22 {29.92 ICARE A+; Stable
Fund-based - LT-Cash Credit - - - 340.00 ICARE A+; Stable
Non-fund-based - ST-BG/LC - - - 1.50 CARE A1+
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 | assignedin
2017-2018 2016-2017 2015-2016 2014-2015
1. [Fund-based - LT-Term Loan LT 29.92 CARE A+; - 1)CARE A+ 1)CARE A 1)CARE A
Stable (06-Sep-16)  |(15-Jul-15) (12-May-14)
2. |[Fund-based - LT-Cash Credit LT 340.00 CARE A+; - 1)CARE A+ 1)CARE A 1)CARE A
Stable (06-Sep-16)  |(15-Jul-15) (12-May-14)
3. [Non-fund-based - ST-BG/LC ST 1.50 CARE Al+ - 1)CARE Al+ 1)CARE A1 1)CARE Al
(06-Sep-16)  [(15-Jul-15)  |(12-May-14)
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