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Facilities Amount (Rs. Crore) Rating
PC/PCFC/FDB/FBE/BRD 25.00%* SMERA A2+ (Assigned)
PCFC 10.00# SMERA A2+ (Assigned)
ILC/FLC 8.00 SMERA A2+ (Assigned)
BG 1.00 SMERA A2+ (Assigned)
Forward Purchase Contract 1.60 SMERA A2+ (Assigned)

*Includes sublimit of PC/PCFC to the extent of Rs.15.00 crore

#Fully interchangeable with export facility for purchase/negotiation of document against payment, export
facility for purchase/negotiation of document against acceptance, pre-shipment loan against export, import
documentary credit and import deferred payments credits.

SMERA has assigned a rating of ‘SMERA A2+’ (read as SMERA A two plus) to the abovementioned
bank facilities of Laguna Clothing Private Limited (Laguna). The rating is supported by the
company’s established track record of operations and experienced management. The rating draws
comfort from the strong business synergies derived by the company from its associate entities. The
rating is also supported by the company’s healthy revenue growth, reputed clientele and above-
average financial risk profile. However, the rating is constrained by the company’s exposure to
customer and geographical concentration risks amidst intense competition in the readymade
garments industry.

Laguna, incorporate in 2005, is a Bengaluru-based company established as a joint venture between
Gruppo Tessile Monti SpA (Italy) and Aquarelle International Limited (Mauritius). Laguna is
engaged in manufacturing of premium formal shirts for men. The company’s promoter group has an
established track record of more than four decades in manufacturing of fabrics and shirts. Laguna
benefits from the procurement and marketing synergies derived from its associate entities. The
company’s revenues have grown at a healthy compound annual growth rate (CAGR) of ~25 per cent
over the last four years. Laguna caters to the premium segment of men'’s apparels. The company has
established relations with various reputed customers including Dressmann, Charles Tyrwhitt,
Thomas Pink, Hugo Boss and Marks & Spencers.

Laguna’s above-average financial risk profile is reflected in tangible net worth of Rs.61.80 crore and
overall leverage of 0.55 times as on March 31, 2014. Moreover, the company has no long-term debt
as on March 31, 2014. Laguna’s strong debt protection metrics are evidenced by interest coverage
ratio of 16.51 times in FY2013-14 (refers to financial year, April 01 to March 31). The company’s
net cash accruals stood at Rs.20.35 crore in FY2013-14. Laguna’s utilisation of working capital limit
is moderate at ~85 per cent during February 2014 to July 2014.

Disclaimer: A SMERA rating does not constitute an audit of the rated entity and should not be treated as a recommendation or opinion that is intended to substitute for
a financial adviser's or investor's independent assessment of whether to buy, sell or hold any security. SMERA ratings are based on the data and information provided by
the issuer and obtained from other reliable sources. Although reasonable care has been taken to ensure that the data and information is true, SMERA, in particular,
makes no representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness of the information relied upon. SMERA is not
responsible for any errors or omissions and especially states that it has no financial liability whatsoever for any direct, indirect or consequential loss of any kind arising
from the use of its ratings. SMERA ratings are subject to a process of surveillance which may lead to a revision in ratings as and when the circumstances so warrant.
Please visit our website (www.smera.in) for the latest information on any instrument rated by SMERA.
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Laguna is exposed to customer and geographical concentration risks arising from high dependence
on orders received from two customers based in Europe. The company faces intense competition
from several players in the readymade garments industry. Laguna’s profit margins are exposed to
fluctuations in foreign exchange rates; however, the company has a defined hedging policy to
mitigate forex fluctuation risk.

Rating sensitivity factors

e Geographical diversification

e Expansion of customer base

e Changes in business risk profile

About the company

Laguna, incorporated 2005, is a Bengaluru-based company established as a joint venture between
Gruppo Tessile Monti, Italy and Aquarelle International Limited, Mauritius (part of CIEL Textile
Limited).

Laguna is engaged in manufacturing of premium shirts for men. The company’s manufacturing unit
is located in Kanakpura (Karnataka). Laguna has installed eight manufacturing lines with
production capacity of 15,000 shirts per day.

For FY2013-14, Laguna reported profit after tax (PAT) of Rs.16.91 crore on operating income of
Rs.224.24 crore, as compared with PAT of Rs.17.93 crore on operating income of Rs.185.70 crore in
FY2012-13. Further, the company reported PAT of Rs.9.73 crore on operating income of Rs.79.59
crore during April 2014 to June 2014. Laguna’s net worth stood at Rs.61.80 crore as on March 31,
2014, as compared with Rs.45.04 crore a year earlier.
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