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Rating Rationale

Acuité has reaffirmed the long termrating of ‘ACUITE BB+’ (read as ACUITE double B plus) on the Rs. 20.00 Cr.
bank facilities of Nightingale Finv est Priv ate Limited (NFPL). The outlook is ‘Negative'.

The rating confinues to factor in profitability and growth pressures witnessed by the company as a result of
Covid-19 led disruptions. Though NFPL's asset quality is comfortable, there are delinquencies in the softer
buckets which coupled with weak collections might lead to asset quality pressures. Further while the monthly
collections for the company have seen uptick since July-21, the overall collection efficiency continues to
remain low. The overall collection efficiency for the month of September 30, 2021 stood at ~53 percent on
account of over dues. The rating takes into account adequate resources raising ability of the company
which has enabled it in maintaining liquidity buffers and improved CRAR of 27.94 percent as on March 31,
2021 as against 21.77 percent an on March 31, 2020. CRAR as on June 30, 2021 stood atf 31.47 percent.

Therating is howev er, constrained by modest scale of operations, limited financial flexibility, and geographic
concenftration and risks inherent to micro finance sector. Going forward, the company’s ability to profitably
scale up its operations, bolster its capitalization lev els and maintain asset quality shall be key monitorables.

About NFPL

Assam based Nightingale Finv est Private Limited (NFPL) is an NBFC-MFI engaged in microfinance lending by
way of extending credit through Joint Liability Group (JLG) model. NFPL commenced ifs micro financing
activities in 2004 as a society named Nightingale Charitable Society (NSC). NSC was established in 1997 with
an objective of social development in Assam. In 2011, the society then acquired an existing NBFC Aninda
Investments & Finance Priv ate Limited and re-named it to Nightingale Finvest Private Limited to carry out its
micro financing activities. NFPL was classified as an NBFC-MFI in 2015.

NFPL is promoted by Mr. Mantu Nath Sharma who has over a decade of experience in financial inclusion of
the under-served section of society in Assam.

Analytical Approach
Acuité has considered the standalone business and financial risk profile of NFPL to arrive at the rating.

Key Rating Drivers

Strengths

o Established management in micro-finance segment

Assam based Nightingale Finvest Private Limited (NFPL) has been engaged in extending micro credit since
2012 to women borrowers engaged in income generating activities under Joint Liability Group (JLG) model.
NFPL has geographical presence in the states of Assam, Arunachal Pradesh, Mizoram and Meghalaya with
its network of 37 branches and an Asset under Management (AUM) of Rs. 55.25 crore as on September 30,
2021. The company initially started its micro lending activities in 2004 under an NGO Nightingale Charitable
Society and later in 2011 acquired an existing NBFC Aninda Investments & Finance Private Limited and was
re-named as Nightingale Finv est Priv ate Limited.

NFPL is promoted by Mr. Mantu Nath Sharma who has over a decade of experience in financial inclusion of
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the under-served section of society in Assam. Mr. Mantu Nath Sharma (Managing Director) is adequately
supported by other members on the Board of Directors comprising Mr. Pratap Chakravarty (Whole time
director), Mr. Rukuniddin Ahmed (Whole time director). Mr. Chakravarthy and Mr. Ahmed have been
associated with NFPL since the activities were conducted in in NSC. Other members include Mrs. Olee Bora
(Independent Director — North Eastern Dev elopment Finance Corporation), Mr. Kanchan Dutta (Independent
Director), Mr. Biswa Bandhu Mohanty (Independent Director) and Mr. Tapan Kumar Mukhopadhyay
(additional Director).

Weaknesses

o Declining AUM; Lower Collection Efficiency and Disbursements

NFPL is engaged in microfinance lending providing short term loans up to 12 - 24 months. The company
extends micro-credit through the Joint Liability Group (JLG) model. NFPL's AUM stood at Rs. 66.63 crore as on
March 31, 2021 as against Rs. 84.44 crore as on March 31, 2020. As on September 30, 2021 NFPL's AUM stood
at Rs. 55.25 crore. PAT declined from Rs. 3.27 crore in March 31, 2020 to Rs. 0.21 crore in March 31, 2021. While
the collection efficiency for the curent month due increased to ~96 percent for the month of September
2021; the overall collection efficiency for the month of September however stood at ~53 percent.
Disbursements in H1 FY2022-21 stood at Rs. 1.97 crore as against Rs. 9.39 crore in H1 FY2020-21.

Howev er, the impact COVID-19 in Q1 FY2021 and FY2022 had resulted in a nationwide lockdown which has
led to significant deterioration in the collection efficiency and disbursements of NFPL. The profitability will
depend on the ability to scale up its collections at a level corresponding to its debt service obligation and
disbursements. Any challenges in collections and disbursements will also impact the asset quality. NFPL is in
talks to raise funding with v arious lenders to support its liquidity profile.

Acuité believ es that leveraged companies like NFPL could face challenges in asset quality and profitability if
the company has unrecov ered opening ov er dues and low disbursements.

o Risk inherent in microfinance lending

The activities of microfinance companies like NFPL are exposed to concentration risks. NFPL has a presence in
4 states with major concentration in Assam (91.35 percent of total AUM) and rest in Arunachal Pradesh (4.68
percent), Mizoram (2.57 percent) and Meghalaya (1.4 percent) of total AUM as on June 30, 2021. This exposes
the company to high geographical concentration risk. Thus, the company's performance is expected to
remain exposed to the competitive landscape in these regions and the occurrence of events such as natural
calamities, which may adv ersely impact the credit profile of the borrowers. Besides geography, the company
will be exposed to competition and any changes in the regulatory framework, thereby impacting the credit
profile of NFPL. Acuité believ es that profitable expansion in scale of operations will be key rating sensitivity.

Rating Sensitivity

¢ Movement in collection efficiency & asset quality
¢ Movement in liquidity and capitalization buffers

e  Profitable scale up in operations

e Changes inregulatory environment

Material Covenants

NFPL is subject to covenants stipulated by its lenders/inv estors in respect of various parameters lke capital
structure, asset quality among others.

Liquidity: Adequate

NFPL has unencumbered cash and bank balances of Rs. 11.34 crore as on June 30, 2021. No negative
cumulative mismatch was noticed in the near to medium term buckets. As per NFPL, liquidity is
maintained for 3 months. The company has demonstrated its ability to raise funds from various banks
and financial instutions. So far in September 30, 2021 and October 31, 2021 they haveraised Rs. 14 crore
and Rs. 10 crore respectively.
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Acuité believes that NFPL's credit profile is likely to be impacted over the near term on account of the
increased possibility of elevated asset quality pressure and the consequent impact on profitability. The
outlook may berevised to ‘Stable’ in case NFPL is able to demonstrate growth in profitability metrics and
AUM. Conversely, if the company faces challenges in managing its profitability due to slower than

expected improvement in collection efficiency and disbursements then it could
to the rating.

About the Rated Entity - Key Financials

Particulars Unit  |FY21(Actual) [FY20 (Actual)
Total Assets Rs. Cr. 86.75 111.73
TotalIncome* Rs. Cr. 4.48 10.04
PAT Rs. Cr. 0.21 3.27
Networth Rs. Cr. 12.28 12.38
Return on Average Assets (ROAA) (%) 0.21 3.03
Return on Net Worth (RoONW) (%) 1.72 30.11
Total Debt/Tangible Net Worth (Gearing) [Times 596 7.84
Gross NPA's (%) 0.9 0.34

Net NPA's (%) 0.44 0.17

* Total income equals to Net interest income plus other income
Status of non-cooperation with previous CRA (if applicable)
Not Applicable

Any other information
Not Applicable

Applicable Criteria
e Default Recognition - https://www.acuite.in/view-rating-criteria-52.ntm

impart a negative bias

¢ Non- Banking Financing Entities - hitps://www.acuite.in/view-rating-criteria-44.ntm

¢ Financial Ratios and Adjustments - hifps://www.acuite.in/view-rating-criteria-53.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.ntm

Rating History (Upto last three years)

Name of Instrument / Amount .
Date Facilities Term (Rs. Cr.) Ratings/Outlook
28 July,2020 Term Loan Long 9.00 ACUITE BB+/ Negcnhve (Reaffirmed; Outlook
Term revised from Stable)
Term Loan Long 6.00 ACUITE BB+/ Nego‘nve (Reaffirmed; Outlook
Term revised from Stable)
Term Loan Long 500 ACUITE BB+/ Nego‘nve (Reaffirmed; Outlook
Term revised from Stable)
08 May, 2019 Term Loan #Zgﬁ 9.00 ACUITE BB+/ Stable (Assigned)
Long .
Term Loan Term 6.00 ACUITE BB+/ Stable (Assighed)
Long .
Term Loan Term 5.00 ACUITE BB+/ Stable (Assigned)
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*Annexure - Details of instruments rated

Name of the Date of Size of the
Lender Name . Coupon Rate |Maturity Date Issue Ratings/Outlook
Facilities Issuance
(Rs. Crore)
SIDBI Term Loan 20Apri, 2018 | 13.40%  |Not avaiable| 033  |ACUITEBB*/Negatfive
(Reaffirmed)
27 March, Not ACUITE BB+/ Negative
SIDEl ferm Loan 2018 13:40% | Ay giable 140 (Reaffrmed)
Not Proposed Bank Not Not Not 18.27 ACUITE BB+/ Negative
applicable |Facility applicable applicable | applicable ) (Reaffirmed)
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About Acuité Ratings & Research Limited:

Acuité Ratings & Research Limited is a full-service Credit Rating Agency registered with the Securities and
Exchange Board of India (SEBI). The company receiv ed RBI Accreditation as an External Credit Assessment
Institution (ECAI), for Bank Loan Ratings under BASEL-Il norms in the year 2012. Since then, it has assigned
more than 8,850 credit ratings to various securities, debt instruments and bank facilities of enftities spread
across the country and across a wide cross section of industries. It has its Registered and Head Office in
Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constit ute an audit of the rated entity and should not be treated as a recommendation
or opinion that is intended to substit ufe for a financial adviser's or invest or'sindependent assessment of whetherto buy, sell or
hold anysecurity. Acuit é ratings are based on the dat a and information provided byt heissuer and obt ained from otherreliable
sources. Although reasonable care has been taken to ensure that the data and information is true, Acuité, in particular, makes
norepresent ation or warranty, expressed or implied with respect tothe adequacy, accuracy or completeness of the information
relied upon. Acuité is not responsible for any errors or omissions and especially statesthat 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 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.acuite.in) forthe lat est information on any instrument rated by Acuit é.
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