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Rating
S. No irens Amount . . .
Facilities (Rs. crore) Rating Rating Action
1. Long term Bank 34.87 Issuer not cooperating;
Facilities — Term loan ’ Revised from CARE BBB+;
2 CARE BB; Stable; Stable; Issuer Not
: ISSUER NOT COOPERATING* g .
Cooperating (Triple B Plus;
Long term Bank (Double B Plus;

o . Outlook: Stable; Issuer
Facilities — Working 65.00 Outlook: Stable; Not Cooperating) on the
capital ISSUER NOT COOPERATING*) -OOperating) |

basis of best available
information”
3. Long term Bank
Facilities — Term loan - - Withdrawn
(SIDBI)
99.87
Total (Rs. Ninety nine crore and
eighty seven lakh only)

Details of facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

CARE had, vide its press release dated April 05, 2019 placed the rating of Nalli Trust (NT) under the ‘issuer non-cooperating’
category as NT had failed to provide information for monitoring of the rating. NT continues to be non-cooperative despite
repeated requests for submission of information through e-mails, phone calls and an email dated June 01, 2020 and June 24,
2020. In line with the extant SEBI guidelines, CARE has reviewed the rating on the basis of the best available information
which however, in CARE’s opinion is not sufficient to arrive at a fair rating. The rating on NT’s bank facilities (facilities 1 and 2
above) will be denoted as ‘CARE BB+; Stable; ISSUER NOT COOPERATING™*’

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise caution while
using the above rating(s).

Further, CARE has withdrawn the outstanding ratings assigned to the term-loan facilities sanctioned by Small Industries
Development Bank of India (SIDBI; facility 3) as the trust has repaid the loan in full and there is no amount outstanding under
the loan as on date.

The revision in the ratings assigned to the bank facilities of NT takes into account the absence of information required for the
purpose of monitoring the rating.

Detailed description of the key rating drivers
At the time of last rating on April 05, 2019, following were the rating strengths and weaknesses (updated for latest
developments from other public sources):

Key rating weaknesses

Competitive landscape in retail business

The textile retail market has become increasingly competitive over the years. National and regional branded stores,
expanded across the tier 1 and tier 2 cities at a brisk pace, have increased the competition faced by NT.

Decline in revenue from jewellery retailing

The total operating income from jewellery segment declined to Rs.33.87 crore in FY17 from Rs.45 crore in FY16. NT
commenced its retail jewellery business in September 2012. The jewellery business is yet to establish its brand image amidst
heavy competition from well-established jewellery players in the Chennai market.

Key rating Strengths

Vast experience of the promoters in retailing of textile goods

The Nalli group has been operational for more than a century, wherein the Late Mr Nalli Chinnasami Chettiar, hailing from a
weaver family in Kanchipuram (known as the silk hub of Tamil Nadu) started manufacturing the made-to-order ‘Muhurtha

1Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE publications
*Issuer did not cooperate; Based on best available information

1] CARE Ratings Limited



http://www.careratings.com/

i = .
- A 2 Ratings
PreSS Release \ "N Professianal Rk Opinsan

sarees’ through his looms in the early 1900s and later started selling silk sarees from T Nagar in 1928. Mr Ramanathan, from
the fourth generation of the family, is the Managing Trustee of NT and has been instrumental in the growth and geographic
expansion of NT. He oversees the day-to-day operations.

Long operational track record and strong brand image of ‘Nalli’

The group has a long operational track record of over 80 years in textile retailing. By virtue of being one of the early entrants
in the retailing of silk clothing, the group has been able to develop the ‘Nalli’ brand synonymous with silk sarees and has a
strong brand recognition and loyalty across India, especially in South India. The ‘Nalli’ Brand is owned by the partners of NT.

Established relationship with a large supplier base

NT has benefitted from the established relationship built by the group over the past eight decades with more than 3000
suppliers. Over the past generations, NCC has helped these suppliers develop expertise on handloom based weaving of silk
sarees, which has led to a strong bonding between the suppliers and the firm, allowing it to source clothing at competitive
terms.

Takeover of trading division of Nalli Trust

M/s Nalli Trust (NT) was constituted as a Trust (Association of Persons) in order to expand the geographical presence of the
well renowned brand image of ‘Nalli’in markets other than that of Chennai and South India. During FY19, NSSPL purchased
the entire trading division of NT through a slump sale as per business transfer agreement dated April 11, 2018. The total
purchase consideration paid for acquiring the trading division of NT is Rs. 92.30 crores. NT represented by Ramanathan Nalli
holds 97% in NSSPL.

Liquidity

NT maintains inventory holding period of about two months which is low considering its nature of business. The same can be
attributed to the long-standing relationship with its wide supplier base which allows it to source products at short notice and
also ensure prompt sale of stocked inventory which acts as testimony to its brand name. The cash-and-carry nature of the
business and the credit period from suppliers lend a fair degree of comfort to the liquidity profile. The entity had a total
working capital limit of Rs.65 crore and the utilization of the limits has been comfortable at 41% during the past 12-month
period ended December 2017.

Analytical approach: Standalone

Applicable Criteria

Policy in respect of Non-cooperation by issuer

Criteria on assigning ‘outlook’ and ‘credit watch’ to Credit Ratings
CARE’s Policy on Default Recognition

Financial Ratios —Non Financial sector

About the Company

M/s Nalli Trust (NT), a Chennai based family run private trust belonging to the ‘Nalli’ group, was engaged in retailing of silk
sarees, cloth and piece-goods, women’s apparels, ready-to-wear menswear, jewellery, accessories. During FY19, NSSPL
purchased the entire trading division of NT through a slump sale as per business transfer agreement dated April 11, 2018.

Brief Financials (Rs. crore) FY16 (A) FY17 (A)
Total operating income 498.06 514.26
PBILDT 37.11 47
PAT 11.13 15.70
Overall gearing (times) 1.13 1.01
Interest coverage (times) 3.55 3.89
A: Audited

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable

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

2| CARE Ratings Limited


https://www.careratings.com/pdf/resources/CARE's%20Credit%20Rating%20Process%20Mar2020.pdf
http://www.careratings.com/pdf/resources/Rating_Outlook_and_credit_watch_May_2019.pdf
http://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_Feb2020.pdf
http://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Sept2019.pdf

é{@@ Ratings

Professsanal Rk Opinsan

Press Release

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Rating assigned along with
Instrument Issuance Rate Date Issue Rating Outlook
(Rs. crore)
Fund-based - LT-Term - - April 2024 34.87 CARE BB+; Stable; ISSUER NOT
Loan COOPERATING*

Issuer not cooperating; Revised
from CARE BBB+; Stable; ISSUER
NOT COOPERATING* on the basis
of best available information
Fund-based - LT- - - - 65.00 CARE BB+; Stable; ISSUER NOT
\Working Capital Limits COOPERATING*

Issuer not cooperating; Revised
from CARE BBB+; Stable; ISSUER
NOT COOPERATING* on the basis
of best available information
Fund-based - LT-Term - - - 0.00 Withdrawn

Loan Issuer not cooperating; Revised
from CARE BBB+ on the basis of
best available information

*Issuer did not cooperate; based on best available information

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) & Rating(s) | Date(s) & | Date(s) &
Facilities Outstanding Rating(s) | assigned in 2019- | Rating(s) | Rating(s)
(Rs. crore) assigned in 2020 assigned injassigned in
2020-2021 2018-2019(2017-2018
1. |[Fund-based - LT-Term| LT 34.87 CARE BB+; Stable; - 1)CARE BBB+; - 1)CARE
Loan ISSUER NOT Stable; ISSUER NOT BBB+;
COOPERATING* COOPERATING* Positive
Issuer not (05-Apr-19) (23-Feb-
cooperating; 18)
Revised from CARE
BBB+; Stable;
ISSUER NOT

COOPERATING* on
the basis of best

available
information

2. [Fund-based - LT- LT 65.00 CARE BB+; Stable; - 1)CARE BBB+; - 1)CARE

Working Capital Limits| ISSUER NOT Stable; ISSUER NOT BBB+;

COOPERATING* COOPERATING* Positive
Issuer not (05-Apr-19) (23-Feb-
cooperating; 18)
Revised from CARE
BBB+; Stable;
ISSUER NOT

COOPERATING* on
the basis of best

available
information
3. [Fund-based - LT-Term| LT - - - 1)CARE BBB+; - 1)CARE
Loan Stable; ISSUER NOT BBB+;
COOPERATING* Positive
(05-Apr-19) (23-Feb-
18)

*Issuer did not cooperate; based on best available information
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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.
Contact us
Media Contact
Mradul Mishra
Contact no. — +91-22-6837 4424
Email ID — mradul.mishra@careratings.com

Analyst Contact

Name: Mr. P. Sandeep

Contact no.: 044 2850 1000

Email ID: sandeep.prem@careratings.com

Relationship Contact

Name: Mr. V.Pradeep Kumar

Contact no. : 044 2850 1001

Email ID:_ pradeep.kumar@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 the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. 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. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, 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. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

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