Commtel Networks Private Limited

Instrument Amount Rating Action
(in Rs. Crore)
Long-term, fund-based facilities Rs. 16.0 crore* Upgraded to [ICRA]BBB+(stable)
from [ICRA]BBB(stable)
Short-term, non-fund-based facilities Rs. 34.0 crore* Upgraded to [ICRA]JA2 from
[ICRA]JA3+
Sublimit- Long-term, short-term fund- Rs. 25.0 crore Upgraded to
based and non-fund-based facilities [ICRA]BBB+(stable)/[ICRA]JA2 from

[ICRA]BBB(stable)/[ICRAJA3+
*Rs. 25 crore sub-limits are interchangeable between fund based and non fund based such that total
limits should not exceed Rs. 50 crore subject to cap of Rs. 41.0 crore for long-term, fund-based
facilities and Rs. 34.0 crore short-term, non-fund-based facilities

ICRA has upgraded the long-term rating assigned to the Rs. 16.0 crore” long term, fund based facilities
of Commtel Networks Private Limited (Commtel)' to [ICRA]BBB+ (pronounced ICRA triple B plus) from
[ICRA]BBB (pronounced ICRA triple B). ICRA has also upgraded the short term rating assigned to the
Rs. 34.0 crore short term, non fund based facilities of Commtel to [ICRA]JA2 (pronounced ICRA A two)
from [ICRAJA3+ (pronounced ICRA A three plus). The outlook on the long term rating is stable. ICRA
has also upgraded the ratings on the Rs. 25 crore sub-limits to [ICRA]BBB+(stable)/[ICRAJA2 from
[ICRA]BBB(stable)/[ICRAJA3+and the facilities are interchangeable between fund based and non-fund
based facilities such that total utilization at any point should not exceed Rs. 50 crore.

The ratings upgrade reflect the strong revenue growth and increase in revenue share from the
overseas business in FY15 leading to improvement in return indicators as well as the stable order
book position of the company providing revenue visibility. Reducing working capital intensity along with
stable operating profitability and healthy accretion to reserves has led to a comfortable capital structure
and debt protection metrics. The ratings continue to take into consideration the established track
record of the company in delivering turnkey telecommunications solutions and long standing
experience and technical expertise of key management personnel in the telecommunications sector.
The ratings favourably factor in the demonstrated ability of the company to execute projects with major
players in the Indian Oil & Gas sector, its good track record of execution with absence of liquidity
damages for any of the EPC projects and minimal instances of Liquidity Damages (LD) claims in case
of its maintenance projects (only three over past eight years).

The ratings are, however, constrained by the working capital intensive nature of business as reflected
in high year ending debtors; however, higher proportion of sales from the Middle East has helped
gradually lower average receivable days, also installation of new ERP and focus on efficiency has led
to sustained decline in inventory levels. The ratings factor in the muted revenue growth prospects for
the company on FY16 on account of scaling back of fresh investments by Oil and Gas companies -
especially in domestic market - in response to the fall in crude oil prices. ICRA also factors in the
vulnerability of operating profitability to any unfavourable fluctuations in cost of raw materials since
about half of the contracts are fixed price based. ICRA takes note of the price competition from other
players especially those which have backward integration into product used in implementation of EPC
projects for telecom networks and the exposure to foreign currency fluctuation risk due to its USD
denominated imports, though the growing share of the company’s exports provides a natural hedge.

" 100 lakh = 1 crore = 10 million
T For complete rating scale and definitions, please refer to ICRA’s website www.icra.in or other ICRA Rating
Publications


http://www.icra.in/

Company Profile

Commtel Networks Pvt Ltd is a turnkey provider of converged communication, surveillance and related
technology solutions, for customers in the Oil & Gas, Power, Transportation, Mining and related
sectors. It designs, builds and manages dedicated networks over optical fibre, radio or copper media.
The company has deployed more than 44,000 km of telecommunication networks across sectors.
Commtel was incorporated in July 1998. Mr. Shriprakash Pandey is the managing director of the
company.

Recent Results

As per audited numbers, Commtel reported a PAT of Rs. 14.4 crore on an operating income of Rs.
168.9 crore in FY 2015 against profit of Rs. 8.1 crore and on an operating income of Rs. 99.5 crore in
FY 2014.
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