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Rating Rationale

Acuité has assigned long term rating of ACUITEAA- (read as ACUITEdouble A minus)to the Rs. 5.00
Cr.bank facilities of Artimas Fashions Private Limited (ARPL).The outlook is‘Stable’.

AFPL, a wholly owned subsidiary of Lux Industries Limited (rated (ACUITE AA/Stable/AT1+),was incorporated
in 2010. ARPL has started the productionof hosiery fabric/ innerwear on job work basis through Lux Industries
Limitedand sale under the brand “One8"” owned by Mr. Virat Kohli. ARPL was promoted by the Lux Group
with an objective to tap the premium innerwear segment.The company hasentered intfo a brand license
agreement with (a) Mr. Virat Kohli (b) CSE Consulting LLP, who owns, controls and are managers of the
Brand "One8” and (c) Lux Industries Limited, the holding company of ARPL. ARPL would pay a royalty to
Virat Kohli and CSE Consulting LLP for using the brand ‘One8’. The royalty payment has been guaranteed
by Lux Industries Limited.

Analytical Approach

While arriving at the rating of ARPL, Acuité has taken into account a strong level of supportfrom
theparent company, Lux Industries Limited with which ARPL enjoys significant operational and financial
linkages. Moreover, Lux Industries Limited has provided corporate guarantee to the bank facilities of
ARPL. Since ARPL is a wholly owned subsidiary of Lux Industries Limited, they are expected to receive
management support from the latter. Further, Acuité has also factored in the strategic importance of
APRL for Lux Industries Limited as its aims to enhance its presence inthe premium hosiery segment in
India.

Key Rating Drivers
Strengths

Strong parentage

ARPL being part of the Lux group, is likely to benefit from the strongmarket position and support of
itsparent company. Lux Industries Limited has a long track of over six decades in hosiery manufacturing
and is one of the establishedplayers in the domestic hosiery market. The group has a wide geographical
presence with outreach across the country. Lux Industries has recorded consolidated revenues and
profits of Rs. 1207.05 Cr and Rs. 98.79 Cr. in FY19 respectively. Acuité believes the strong parentage along
withthe market position and experienced management of Lux Group will help ARPL to ramp up its
operations and establish itself in the premium innerwear segment in India.

The rating further derives comfort from the financial support extended by Lux Industries Limited to ARPL in
the form of corporate guarantee towards their bank facilities. In addition, Lux Industries Limited has also
providedguarantee towards the royalty payment for using the brand “One8". Acuité believes that the
extent of support from theparent will remain a key credit driver for ARPL.
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Long term agreement with celebrity brand

ARPL has entered into aneightyear agreement with ViratKohli and CSE Consulting LLP for using the brand
“One8"” which is valid fill. Nov'2025. Further, ViratKohli will also engage personally in promotion ofthe brand
during the term of the contract. Acuité believes ARPL will benefit from the agreement and make its
presence in the premium segment due to the strong brand appeal of Virat Kohli fo the young consumers.
ARPL will also receive the entire distribution support of Lux Industries Limited comprising of over 1000 dealers
and 150 distributors spread across India. Further, the products are likely to be sold through large format
stores and online platforms.

Weaknesses

Nascent stage of operations

Though the operations of ARPL are supported by the strong and experienced management of Lux
Industries Limited, it may take time to stabilize its operations. In its first year, ARPL might not be able to
ramp up its sales resulting in inadequateaccruals for meeting their mandatory obligations in the form of
royalty payment. However, Acuité derives comfort from the continual support from Lux Industries Limited
and the payment guarantee provided by if.

Liquidity:

The liquidity position of the company is expected to be stableas it is supported through a guarantees
provided by Lux Industries Limited.Lux has given corporate guarantee to the bank facilities as well as for
the royalty to be paid to Virat Kohli.

Outlook: Stable

Acuité believes that the outlook on ARPL will remain stable over the medium term on account of its
strong parentage in Lux Industries which an established market in innerwear business. The outlook may
be revised to 'Positive' in case of early ramp of operations thereby achieving higher sales and
profitability. The outlook may be revised to 'Negative' in case of delay in ramp of operations thereby
achieving lower than expected sales and profitability.

About the Rated Entity - Key Financials- Lux Industries Limited

Unit FY19 (Actual) FY18 (Actual) FY17 (Actual)
Operating Income Rs. Cr. 1207.05 1139.24 972.07
EBITDA Rs. Cr. 181.27 157.41 120.02
PAT Rs. Cr. 98.79 79.23 62.85
EBITDA Margin (%) 15.02 13.82 12.35
PAT Margin (%) 8.18 6.96 6.47
ROCE (%) 28.01 24.74 22.67
Total Debt/Tangible Net Worth Times 0.44 1.03 1.23
PBDIT/Interest Times 7.92 6.20 7.02
Total Debt/PBDIT Times 0.97 2.09 2.46
Gross Current Assets (Days) Days 200 236 209

Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None
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Applicable Criteria
» Default Recognition -hftps://www.acuite.in/criteria-default.ntm
e Financial Ratios And Adjustments - https://www.acuite.in/view-rafing-criteria-20.htm
* Manufacturing Entities-ntfps://www.acuite.in/view-rating-criteria-4.ntm

Note on complexity levels of the rated instrument

hitps://www.acuite.in/criteria-complexity-levels.ntm

Rating History (Upto last three years)
Not Applicable

*Annexure - Details of instruments rated

Name of the Facilities Date of toupon Rate \aturity Date Size of Ratings/Outlook
Issuance the Issue (Rs.
Cr.)
Noft Not Noft ACUITE AA-
Cash Credit Applicable Applicable Applicable 5.00 /Stable
(Assigned)

Contacts

Analytical Rating Desk

Pooja Ghosh VarshaBist

Head- Corporate and Infrastructure Sector Ratings Manager - Rating Desk

Tel: 033-66201203 Tel: 022-67141160

pooja.ghosh@acuite.in rating.desk@acuite.in

AniruddhaDhar

Rating Analyst
Tel: 033-66201209

aniruddha.dhar@acuiteratings.in

About Acuité Ratings & Research:

Acuité Ratings & Research Limited (Erstwhile SMERA Ratings Limited) is a full-service Credit Rating Agency
registered with the Securities and Exchange Board of India (SEBI). The company received RBI Accreditation as an
External Credit Assessment Insfitution (ECAI), for Bank Loan Ratings under BASEL-Il norms in the year 2012. Since
then, it has assigned more than 6,000 credit ratings to various securities, debt insfruments and bank facilities of
entities spread across the country and across a wide cross section of industries. It has its Registered and Head
Office in Mumbai.

Disclaimer:An Acuité 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. Acuité 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 frue, Acuité, in particular, makes
no representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness of the
information relied upon. Acuité 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. Acuité ratings are subject
fo a process of surveillance which may lead to a revision in ratings as and when the circumstances so warrant. Please visit our
website (www.acuite.in) for the latest information on any instrument rated by Acuité.
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