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Rating Rationale

SMERA has assigned long-term rating of ‘SMERA BBB-’ (read as SMERA BBB minus) and short term rating
of 'SMERA A3' (read as SMERA A three) on the Rs. 20.00 crore bank facilities of OMEGA DESIGNS PRIVATE
LIMITED. The outlook is 'Stable’.

ODPL, incorporated in 1994, promoted by Mr. Dilip Dugar and his wife Mrs. Kavita Dugar is engaged in the
trading and retailing of readymade garments for Kids with age group of 1 to 14 years under its brand names
'NautiNati' and 'Natilene'. The company has its presence across channels - including retail (company owned
and franchise) stores, e-commerce websites and departmental store chains. ODPL operates in 160 locations
(Pan India basis), has 16 exclusive stores of NautiNati, out of which 5 stores are company owned and 11 are
franchise based stores. Major customers include Shoppers stop, Future Lifestyle Fashion Limited, Reliance
trends, Central, Amazon, Myntra, Jabong, Flipkart among others.

Key Rating Drivers

Strengths

» Long track-record of operations and well-established brand

ODPL was incorporated in the year 1994 and until September 2015 used to undertake jobwork activity for
its flagship entity Omega Designs (engaged in the exports of readymade garments) post which is now
engaged in retailing of readymade garments under its own brand name. The company is promoted by Mr.
Dilip Dugar who has over two decades of experience in the garment business in India. ODPL's board of
directors also includes Mr. Krishan Kant Rathi nominee director from India Nivesh Venture Capital who has
nearly three decades of experience in the industry. Its established record has helped the company maintain
healthy relations with its customers and suppliers.

» Healthy Capitalization on account of Infusion of Private Equity Funds

ODPL has received Rs.7.00 crore of quasi-equity capital from India Nivish Venture Capital Fund in the form
of compulsorily convertible debentures in FY2015-16 and FY2016-17. These were converted into Equity
and additional Rs. 8.00 crore was infused subsequently in January, 2017 to March, 2017. During the current
year an additional investment of Rs.3 crore has been made and Rs.2 crore will be brought in before March
2018. The proceeds from the issue of these instruments is expected to be utilized towards expansion of the
direct retail presence of ODPL and increase its geographical penetration in Tier-I and Tier II cities. The
increased capital resulting in healthy growth in the company's networth is expected to substantially reduce
ODPL's financing costs and working capital borrowings.

* Adequate financial risk profile
ODPL has moderate financial risk profile marked by tangible net worth of Rs. 18.04 crore as on 31 March
2017 as against Rs. 9.91 crore as on 31 March 2016. The adjusted gearing stood at 0.63 times as on 31
March 2017 as against 1.13 times as on 31 March 2016. Total debt of Rs. 11.30 crore consists of term loans
of Rs. 1.02 crore, interest bearing unsecured loans from promoters/ directors of Rs. 0.91 crore, working
capital borrowings of Rs. 9.36 crore as on 31 March 2017. The Interest Coverage Ratio (ICR) stood at 1.47
times for FY2017 as against 1.66 times in FY2016. The Total outside Liabilities/Tangible Net Worth
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(TOL/TNW) stood at 1.04 times as on 31 March 2017 as against 1.91 times as on 31 March 2016. The Net
Cash Accruals/Total Debt (NCA/TD) stood at 0.05 times in FY2017 against 0.06 times in FY2016.

Weaknesses

* Working Capital Intensive Operations
Operations of the company are highly working capital intensive marked by high Gross Current Asset (GCA)
of 354 days in FY2017 as against 344 days in FY2016. The GCA days are mainly on account of high
receivable days of 301 in FY2017 which increased from 222 in FY2016. Most retailers make payments to
ODPL only after their stocks are sold. The working capital limits of the company are therefore fully utilized.
SMERA believes that efficient working capital management will be crucial to the company in order to
maintain a stable credit profile.

e Declining Profitability Margins
The profitability margins were inconsistent from FY2015 to FY2017. The EBITDA margin stood at 8.45
percent in FY2017 as against 8.24 percent in FY2016 and 5.08 percent in FY2015. PAT margin of the
company declined significantly from 1.78 percent in FY2016 to 0.51 percent in FY2017. This is mainly on
account of stiff competition from both the offline and online players in the fashion and apparel industry as
also the stoppage of its manufacturing activity.

Analytical Approach
SMERA has considered the standalone business and financial risk profile of ODPL.

Outlook: Stable

SMERA believes that ODPL will maintain a stable risk profile over the medium term on account of its long
track record in apparel business and adequate financial position driven by recent capital infusion. The
outlook may be revised to Positive in case of sustained and significant growth in operating income while
improving its profitability margins. The outlook may be revised to Negative in case of decline in revenue and
profit margins or deterioration in the capital structure on account of higher-than-expected working capital
requirements.

About the Rated Entity - Key Financials

Unit FY17 (Actual) FY16 (Actual) FY15 (Actual)
Operating Income Rs. Cr. 32.65 25.38 18.37
EBITDA Rs. Cr. 1.66 2.09 1.55
PAT Rs. Cr. 0.17 0.45 0.31
EBITDA Margin (%) 5.08 8.24 8.45
PAT Margin (%) 0.51 1.78 1.68
ROCE (%) 6.39 12.85 27.16
Total Debt/Tangible Net Worth Times 0.63 1.13 341
PBDIT/Interest Times 1.47 1.66 1.64
Total Debt/PBDIT Times 5.63 4.89 4.89
Gross Current Assets (Days) Days 354 344 339

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

Any other information
None

Applicable Criteria

e Default Recognition - https://www.smera.in/criteria-default.htm
e Trading Entities - https://www.smera.in/criteria-trading.htm
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e Financial Ratios And Adjustments - https://www.smera.in/criteria-fin-ratios.htm

Note on complexity levels of the rated instrument

https://www.smera.in/criteria-complexity-levels.htm

Rating History (Upto last three years)

Not Applicable

*Annexure - Details of instruments rated

Mo | ate | coupon Rate| Mt [ S e 151 | paings oo
Cash Credit Not Applicable Appl\lli(;;ble AppI;Ii(():;ble 7.00 SME;‘: SEB_ /
Overdraft Not Applicable Appl\lli(é;ble AppI;Ii(():;ble 1.80 SME;‘: I?IEB- /
Term loans Not Applicable Appl\lli(é;ble AppI;Ii(():;ble 0.86 SME?S SEB_ /
g\r/(e):rr)clii:aeft Not Applicable Appl\lli(ngle Applfiz;ble 0.68 SMEEQSE >/
Letter of credit Not Applicable Appl\lli(é;ble AppI;Ii(():;ble 2.00 SMERA A3
Eizgi%d cosh Not Applicable Appl\lli(ngle Applfiz;ble 7.66 SMEEQSE >/
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ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, D&B and leading public and private sector banks in
India. SMERA is registered with SEBI], accredited by RBI as an External Credit Assessment Institution (ECAI),
under BASEL-II norms for undertaking Bank Loan Ratings. SMERA Bond Ratings is a division of SMERA
Ratings Limited responsible for ratings of bank facilities, and capital market/money market debt
instruments such as Bonds, Debentures, Commercial Papers, Fixed Deposits, Certificate of Deposits etc.. For
more details, please visit www.smera.in.

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
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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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