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Facilities/Instruments Amount (X crore) EY Rating Action
- 21.87
- + -
Long-term bank facilities (Reduced from 56.32) CARE BBB Downgraded from CARE A-; Stable
- 122.75
- 4 -
Long-term bank facilities (Enhanced from 96.64) CARE BBB+; Stable Downgraded from CARE A-; Stable
Long-term / Short-term bank 115.00 CARE BBB+; Stable / Downgraded from CARE A-; Stable /
facilities (Enhanced from 100.00) CARE A2 CARE A2+
. 150.00
Short-term bank facilities (Reduced from 200.00) CARE A2 Downgraded from CARE A2+

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

CARE Ratings Limited (CareEdge Ratings) has downgraded ratings to bank facilities of HTL Limited (HTL) from CARE A-; Stable/
CARE A2+ to CARE BBB+; Stable/ CARE A2. The downgrade reflects continued moderation in the credit profile of its parent, HFCL
Limited (HFCL), and weakening in HTL's operational and financial risk profile due to lower revenues, contraction in margins, and
elevated leverage. The company also faces challenges from a stretched working capital cycle, volatility in input costs, and intense
competition in the optical fibre cable (OFC) industry, which together constrain its standalone credit profile.

However, ratings continue to factor in HTL's strategic importance to HFCL, contributing nearly half of the group’s consolidated
OFC capacity and playing a critical role in maintaining its market position in the segment. HTL benefits from strong managerial,
operational, and financial linkages with its parent, with a significant share of revenues derived from HFCL and demonstrated
support in the form of equity infusions, unsecured borrowings, and corporate guarantees for all its bank facilities. These linkages
are expected to continue, underpinning HTL's credit strength. Going forward, sustained support from HFCL, recovery in demand
for OFC, improvement in profitability, and rationalisation of working capital will remain key monitorable from a credit perspective.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors

e  Substantial improvement in the credit profile of the parent entity — HFCL.

e Improvement in the standalone financial risk profile of HTL and its contribution to HFCL's consolidated topline, and
profitability goes beyond 30%.

Negative factors

e Any deterioration in credit profile of parent entity — HFCL.

e Reduction in shareholding by HFCL in HTL Ltd or reduced support in the form of financial assistance or off-take.

e Deterioration in the standalone financial risk profile of HTL with inability to improve its profitability margins above 10% on a
sustained basis.

Analytical approach: Standalone
Standalone financials of HTL have been considered factoring in strong operational, financial, and management linkages with
parent company, HFCL (rated ‘CARE A-; Stable/CARE A2+").

Outlook: Stable
Stable outlook assigned to HTL facilities reflects the likelihood of HTL will improve its healthy operational and financial performance

over the medium term amid a favourable demand scenario in the telecom sector.

Detailed description of key rating drivers:

Key strength

Strategic importance and strong operational linkages with parent

HTL holds strategic significance for HFCL, contributing nearly half of the group’s consolidated OFC manufacturing capacity, making
it critical to HFCL's market position in the OFC segment. The company derives 40-50% of its revenues from sales to HFCL,

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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underlining strong business integration. In FY25, HTL contributed 13% of HFCL's consolidated revenue (FY24: 17%; FY23: 27%)
and 7% of consolidated PBILDT (FY24: 16%; FY23: 23%), highlighting its role in group-level performance despite moderation in
recent years. HTL also benefits from centralised procurement, production, marketing, and finance functions, leveraging HFCL's
scale for cost efficiencies. HFCL holds a 74% stake in HTL, with the balance 26% owned by the Government of India, and
maintains close managerial oversight through board representation, including Chairman and Managing Director, Mahendra
Nahata. The parent has consistently extended financial support in the form of equity infusions, unsecured borrowings, and a
corporate guarantee covering all of HTL's bank facilities, which is expected to continue for future requirements as well. These
factors underscore HTL's strategic and operational importance to HFCL and the high likelihood of sustained financial support in
case of need.

Key weaknesses

Moderate operational and financial risk profile, expected to improve

HTL's operational performance has weakened in the last two years, with total operating income (TOI) declining to X575 crore in
FY25 from 844 crore in FY24 and 1,265 crore in FY23, largely due to subdued demand in both domestic and export OFC
markets. Lower volumes and capacity utilisation led to reduced absorption of fixed costs, causing PBILDT margins to contract to
5.52% in FY25 (FY24: 11.07%; FY23: 11.61%). The decline in scale and profitability also limited internal accrual generation.
Financial risk indicators moderated, with overall gearing increasing to 1.68x in FY25 (PY: 1.06x) and total debt/PBILDT
deteriorating to 8.28x (PY: 1.94x), reflecting higher borrowings and weaker earnings. However, early recovery signs are evident
in Q1FY26, as TOI rose to X179 crore (15% YoY growth) and PBILDT margins improved sharply to 13.98% considering a pick-up
in demand. Sustained improvement in demand and cost absorption, supported by the parent’s continued backing, will be critical
for strengthening the company’s operational and financial risk profile.

Elevated working capital cycle

HTL's operations remain highly working capital intensive, with operating cycle extending to 160 days in FY25 from 114 days in
FY24. Despite a ~32% decline in scale, gross receivables stayed at X246 crore (PY: X239 crore), driving average collection days
to 152 from 90. Around 58% of receivables were from its parent, HFCL, providing counterparty comfort but also highlighting
dependence on group cash flows. Inventory days also rose to 93 in FY25 (PY: 75), reflecting slower order conversion and higher
stocking. Heightened working capital needs led to an increase in borrowings to X152 crore in FY25 from X93 crore in FY24, partly
offset by stretching creditor payments. The reliance on short-term debt has weighed on liquidity and debt coverage metrics. Going
forward, tighter receivable management, improved inventory turnover, and continued parental support will be critical to sustaining
liquidity and reducing external dependence.

Intense competition in the industry

HTL operates in a highly competitive OFC industry, where demand is closely tied to the operational and capital expenditure cycles
of telecom operators. Any delay or deferral in such spending directly impacts revenue visibility and order inflows. The company
is working to diversify its product portfolio and expand into export markets; however, it faces stiff competition from large,
established global players with stronger scale and market reach, which constrains pricing flexibility and bargaining power.
Competition is also high in the domestic market due to the presence of multiple manufacturers, adding further pressure on
margins. Sustained ability to secure orders in both domestic and international markets while maintaining profitability will remain
a key monitorable.

Susceptibility to raw material price volatility

The company is focused on gaining traction in new geographies and value-added services to mitigate pricing pressure in relatively
commoditised OF/OFC segment. The company is a backward integration for manufacture of OFC, FTTH and other specialised
cables. Company’s majority production is of OFC and thus remains susceptible to the volatility in the prices of raw materials which
are procured from external sources. The company is insulated against the volatility in optical fibre prices partially due to the
backward integration but still remains susceptible to the volatility in the prices of other raw materials which are procured from
external sources and time lag in pass through of escalated costs.

Liquidity: Adequate

HTL's liquidity position is considered adequate, supported by expected cash accruals of ~X80 crore in FY26 against scheduled
debt repayments of ~X25 crore. The company had high reliance on short-term funding, with average working capital utilisation
at ~87% in the 12 months ended May 2025, reflecting limited buffer. Elevated receivables and inventory also continue to exert
pressure on liquidity. Nevertheless, comfort is derived from the strong financial and operational linkages with HFCL, which holds
a 74% stake in HTL and has extended a corporate guarantee for all of HTL's bank facilities, alongside support from MN Ventures
Pvt Ltd. HFCL's demonstrated track record of equity infusions and unsecured loans provides confidence that timely support will
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be available to meet operational, capex, or debt servicing requirements, given HTL's strategic importance to the group. The same
remains a key ratings monitorable.

Applicable criteria
Definition of Default
Factoring Linkages Parent Sub JV Group
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies
Financial Ratios — Non financial Sector
Short Term Instruments

About the company and industry
Industry classification

Macroeconomic indicator | Sector Industry \ Basic industry

Telecommunication Telecommunication Telecom - Services Other Telecom Services

HTL (formerly Hindustan Teleprinters Limited) was incorporated on December 14, 1960, in Chennai, as a wholly owned
government company to manufacture teleprinters and ancillary equipment. In 2001, HFCL acquired 74% equity stake in HTL
under the divestment policy of Government of India, who still retains 26% equity stake in the company. HTL has set up a plant
for OFC manufacturing in Chennai with a capacity to manufacture 11.88 million Fiber Km of cables per annum and FTTH capacity
of 270K cable Km per annum. The company also has manufacturing facility for Fibre Reinforced Plastic Rod (FRP), Impregnated
Glass Fibre Reinforcement (IGFR), and Aramid/Kevlar Rods at Hosur in Tamil Nadu

Brief Financials (X crore) FY24 (A) FY25 (A) ‘ Q1FY26 (UA) ‘
Total operating income 844.29 574.60 178.87

PBILDT 93.43 31.72 25.01

PAT 28.57 -15.12 11.49

Overall gearing (times) 1.06 1.68 NA

Interest coverage (times) 2.85 0.89 3.16

A: Audited UA: Unaudited NA: Not available; Note: these are latest available financial results

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years: Annexure-2

Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5
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Annexure-1: Details of instruments/facilities
Date of Rating

Maturity Size of the .
Name of the ISIN Issuance Coupon Date (DD- Issue Ass:f:t?:gand

MM-YYYY) (X crore) "

Instrument (DD-MM- Rate (%)
YYYY)

Fund-based - LT-Term - - 30-09-2025 21.87 CARE BBB+

Loan

Fund-based - LT-Term ) ) Proposed 122.75 CARE BBB+;

Loan Stable
CARE BBB+;

Fund-based - LT/ ST- - - - 10.00 Stable / CARE

Working Capital Limits A2
CARE BBB+;

Fund-based - LT/ ST- - - - 105.00 Stable / CARE

Working Capital Limits A2

Non-fund-based - ST-

BG/LC - - - 148.00 CARE A2

Non-fund-based - ST-

Forward Contract ) ) i 2.00 CARE A2
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‘ Rating History

Date(s)
Name of and
B Rating(s Date(s) Date(s) Date(s) and
Instrume Amount ) and and Rating(s)
nt/Bank Type Outstandin | Rating . Rating(s) Rating(s) . .
. assigne : . i . assigned in
Facilities g (X crore) din assigned in  assigned in 2022-2023
2024-2025 2023-2024
2025-
2026
1)CARE A (CE);
Stable
Fund-based 1)CARE A-; 1)CARE A-; (06-Jul-22)
- LT-Term LT 21.87 CARE BBB+ - Stable Stable
Loan (05-Sep-24) | (21-Jul-23) 2)CARE A (CE);
Stable
(14-Apr-22)
1)CARE A2+
(CE)
Non-fund- (06-Jul-22)
based - ST- | ST 148.00 | CARE A2 - (lggAsﬁ _Azi’; 8%%2’*32;
BG/LC 2)CARE A2+
(CE)
(14-Apr-22)
1)CARE A2+
Fund-based (CE)
- LT/ ST- CARE BBB+; LICARE A (06-Jul-22)
. Stable / 1)CARE A2+
Working LT/ST 105.00 Stable / - CARE A2+ (21-1ul-23)
Capital CARE A2 (05-Sep-24) 2)CARE A2+
Limits (CE)
(14-Apr-22)
1)CARE BBB+ /
Unsupporte CARE A2
d Rating- 1)Withdrawn (06-Jul-22)
Unsupporte LT/ST - - - - (21-1ul-23)
d Rating 2)CARE BBB+ /
(LT/ST) CARE A2
(14-Apr-22)
1)CARE A2+
Non-fund- Eg:-)JuI-ZZ)
based - ST- 1)CARE A2+ | 1)CARE A2+
Forward ST 2.00 CARE A2 i (05-Sep-24) | (21-Jul-23)
Contract 2)CARE A2+
(CE)
(14-Apr-22)
Fund-based ) 1)CARE A-; 1)CARE A-;
- LT-Term LT 122.75 ggillfeBBB-'—’ - Stable Stable -
Loan (05-Sep-24) | (21-Jul-23)
Fund-based
- LT/ ST- CARE BBB+; éng:E/ A 1)CARE A-;
Working LT/ST 10.00 Stable / - Stable -
Capital CARE A2 CAREAZE | (51 3ul-23)
o (05-Sep-24)
Limits

LT: Long term; ST: Short term; LT/ST: Long term/Short term
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Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of instruments rated

Sr. No. Name of the Instrument Complexity Level ‘
1 Fund-based - LT-Term Loan Simple
2 Fund-based - LT/ ST-Working Capital Limits Simple
3 Non-fund-based - ST-BG/LC Simple
4 Non-fund-based - ST-Forward Contract Simple

Annexure-5: Lender details

To view lender-wise details of bank facilities please click here

Note on complexity levels of rated instruments: CareEdge Ratings has classified instruments rated by it based on
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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About us:

Established in 1993, CareEdge Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the Reserve Bank of India.
With an equitable position in the Indian capital market, CareEdge Ratings provides a wide array of credit rating services that help
corporates raise capital and enable investors to make informed decisions. With an established track record of rating companies
over almost three decades, CareEdge Ratings follows a robust and transparent rating process that leverages its domain and
analytical expertise, backed by the methodologies congruent with the international best practices. CareEdge Ratings has played
a pivotal role in developing bank debt and capital market instruments, including commercial papers, corporate bonds and
debentures, and structured credit. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). 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. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors
or omissions and the results obtained from the use of such information. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CareEdge Ratings and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge Ratings do not factor in any rating-related trigger
clauses as per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are
introduced and triggered, the ratings may see volatility and sharp downgrades. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2025, CARE Ratings Limited. All Rights Reserved.
This content is being published for the purpose of dissemination of information. Any use or reference to the contents herein on an “as-is” basis is permitted with due
acknowledgement to CARE Ratings. Reproduction or retransmission in whole or in part is prohibited except with prior written consent from CARE Ratings.

For detailed Rating Report and subscription information,
please visit www.careratings.com
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