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Facilities/Instruments hel L] Amount (X crore) Rating? Rating Action
Regulator!

Long-term / Short-term RBI 184.00 CARE BBB+; Upgraded from CARE

bank facilities (Enhanced from 173.52) | Stable / CARE A2 | BBB; Positive / CARE A3+
- 249.13 CARE BBB+; Upgraded from CARE

Long-term bank facilities RBI (Reduced from 259.61) Stable BBB; Positive

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

Revision in ratings assigned to bank facilities of Centum Electronics Limited (CEL) factors in the divestment of its overseas
businesses held under Centum Electronics UK Limited (Centum UK; a wholly owned subsidiary of CEL), which had been
consistently incurring losses. These overseas entities are currently under liquidation and are being exited from the group structure.
From CEL's perspective, the entities are effectively discontinued, with no control being exercised by the parent company, and
accordingly have not been consolidated from Q1FY27 onwards. The management does not envisage further losses, funding
support requirements, contingent liabilities, or other financial obligations arising from these entities, alleviating the drag on the
group's consolidated financial profile. Accordingly, CARE Ratings Limited (CareEdge Ratings) changed the analytical approach
from consolidated to standalone.

The rating revision also factors in CEL’s growing order book, particularly in its Build to Specification (BTS), which primarily caters
to the Indian defence and space sectors and constitutes a relatively higher-margin business segment. CareEdge Ratings expects
these developments, and a sharper management focus following exit from overseas operations, to support a meaningful scale-
up in the company's standalone business in the medium term.

Ratings continue to derive strength from the promoters' over three decades of industry experience and CEL's established
relationships with a reputed and diversified customer base, resulting in a healthy proportion of repeat business. Ratings are further
supported by the company's above-average financial risk profile, characterised by a sustained increase in operating income and
satisfactory debt protection metrics.

However, these strengths are partially offset by the working capital intensive operations, with working capital requirements
expected to remain elevated, and potentially increase further, to support the growing order book and future execution needs.
Ratings also remain constrained by the profitability susceptible to foreign exchange fluctuations and intense competition,
particularly in the electronic manufacturing services (EMS) segment, which contributes a significant share of the company's
revenue and is characterised by relatively low entry barriers.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

e Increase in revenue to beyond 1,500 crore while maintaining profit before depreciation, interest, and taxes (PBDIT) margin
in excess of 12.5% and reducing working capital intensity.

Negative factors

e Increase in total debt to gross cash accruals (TD/GCA; including customer advances as debt) to above 4.25x or total outside
liabilities to tangible net worth (TOL/TNW) of over 2x.
e Deterioration in liquidity profile of the company.

Analytical approach:
Analytical approach has been revised from consolidated to standalone as all operating subsidiaries are in process of liquidation
and hence, standalone financials of CEL will remain relevant.

ISEBI: Securities and Exchange Board of India; RBI: Reserve Bank of India; MCA: Ministry of Corporate Affairs; IRDAIL: Insurance Regulatory and Development
Authority of India; PFRDA: Pension Fund Regulatory and Development Authority.

2Complete definitions of ratings assigned are available at www.careratings.com and in other CARE Ratings Limited’s publications.
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Outlook: Stable
Stable outlook reflects CareEdge Ratings’ expectation that the company will continue to grow its scale while also improving
operating profitability following the exit of loss-making subsidiaries.

Detailed description of key rating drivers

Key strengths

Discontinuation of operations of loss-making subsidiaries

CEL took over Adetel in 2016 through Centum UK, which was a stressed asset, and was re-named as Centum T&S Group (CTS).
At the time of acquisition, Adetel had two divisions — energy division and engineering division. The energy division was incurring
losses, as finding a market was challenging, and it was sold off in FY20. CTS’s had operations in Canada and France under
different subsidiaries. Although CTS’s operations were envisaged to be profitable, fixed price contract margins and high employee
costs among others impacted the turnaround. Therefore, in Q3FY26, CEL decided to discontinue operations for its subsidiaries.
As of June 30, 2026, liquidation process for both companies has been initiated. Following the exit from its subsidiaries, CareEdge
Ratings expects CEL to benefit from enhanced management focus on its core operations. The absence of support requirements
towards loss-incurring subsidiaries is expected to improve the company’s overall operational and financial profile going forward.

Steady growth in scale of operations and satisfactory financial metrics

Scale of operations has exhibited steady growth in the last few years, supported by a healthy increase in the order book. The
order book expanded from 1,341 crore as on March 31, 2025, to 1,645 crore as on March 31, 2026, and further to X1,797 crore
as on June 30, 2026, providing strong revenue visibility. In CareEdge Ratings' view, the growing order book is expected to drive
a revenue compounded annual growth rate (CAGR) of ~20%-25% in the medium term. Increasing contribution from the relatively
higher-margin BTS is likely to support improvement in operating margins by 50-100 basis points in the same period.

Overall gearing deteriorated to 0.80x as on March 31, 2026, from 0.55x as on March 31, 2025 (including customer advances
treated as debt), primarily due to the significant erosion of net worth following a net loss in FY26. The loss was largely attributable
to one-time exceptional charges aggregating ¥203.4 crore, comprising provision for diminution in the value of subsidiaries, write-
off of receivables from subsidiaries, and provision for inventory obsolescence. However, given the ongoing exit from the loss-
making overseas subsidiaries and the absence of expected future support obligations towards these entities, CareEdge Ratings
expects the company's capital structure to improve gradually, supported by recovery in profitability and accrual generation.

Established association with a reputed clientele base

CEL has delivered mission-critical electronics on almost all satellite programmes of ISRO, including the ambitious Chandrayaan
and Mangalyaan projects and also delivered significant portions of electronic components for almost every Indian space mission.
Of the total revenues for FY26, over 30% were generated from customers who have been with CEL for over 20 years and over
40% from customers who have been with CEL for over 10 years, while another 10% from customers who have been with CEL
for over 5 years.

Experienced promoters and established track record of the company

Apparao V Mallavarapu Rao, Chairman and Managing Director (CMD), has over three decades of experience in managing the
electronics business. CEL is engaged in designing and manufacturing high-end electronics modules, systems and subsystems,
since 1994. He has ventured and successfully managed joint ventures (JVs) with several multinational companies. The CMD is
supported by Nikhil Mallavarapu, Joint Managing Director, and Tanya Mallavarapu, Non-Executive Director. The company has a
high level of corporate governance with five independent directors. CEL has well-established presence and certifications in
aerospace, defence and space domains. CareEdge Ratings believes such long-established track record would help the company
in maintaining strong order book.

Key weaknesses

Working capital intensive operations

The company's operations remain inherently working capital intensive, particularly in the BTS segment, due to the long gestation
period between order receipt and execution. In the last few years, supply chain disruptions, including semiconductor shortages
and logistical bottlenecks, led to increased procurement lead times and higher input costs. To mitigate execution delays, the
company places procurement orders in advance, typically backed by customer acceptance of price variations and receipt of
advances.
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As on June 30, 2026, inventory levels increased to support the growing order book, further exacerbated by logistics disruptions
and pricing pressures arising from the ongoing West Asia geopolitical crisis. Consequently, working capital borrowings and
customer advances increased in line with the widening working capital gap. Going forward, the company's ability to effectively
manage its working capital requirements, which are expected to remain elevated amid the growing order backlog, while
maintaining a satisfactory capital structure and debt protection metrics, will remain a key monitorable from a credit perspective.

Profitability exposed to volatility in forex movements

CEL remains exposed to foreign exchange fluctuation risk as it imports a significant portion of its raw material requirements.
However, the risk is partially mitigated by export revenues, which constitute ~50%-55% of total income, providing a natural
hedge.

Exposure to competitive pressures in a fragmented industry

The company's revenue profile continues to be dominated by the EMS division, which accounted for ~72% of total revenue in
FY26. The EMS business is characterised by relatively lower value addition and the presence of multiple competitors, which may
exert pressure on pricing and operating margins. However, this risk is partially mitigated by the gradual increase in the share of
the company's higher-margin build-to-specification (BTS)/ BTS segment, which primarily caters to the Indian defence and space
sectors.

Entry barriers in these segments are significantly higher, given the stringent product qualification requirements, vendor approval
processes, regulatory compliances, quality certifications, and proven execution track record required for customer selection.
Consequently, the increasing contribution from the BTS/BTS segment is expected to support margin stability and enhance the
overall business profile, while partially offsetting the competitive pressures inherent in the EMS business.

Liquidity: Adequate

The company’s liquidity profile remains adequate, supported by healthy expected cash accruals and limited scheduled debt
repayment obligations in the medium term. Gross cash accruals, adjusted for the non-cash exceptional expenses recorded in
FY26, are expected to improve further, aided by the healthy order book and anticipated growth in operating scale. Cessation of
funding support requirements towards the erstwhile overseas subsidiaries is expected to provide additional liquidity cushion.

The company's liquidity is further supported by comfortable utilisation of its working capital limits, with average utilisation of fund-
based working capital facilities moderating to 67% for 12 months ended July 2026 from 77% for 12 months ended June 2025,
indicating adequate drawing power and financial flexibility. Given the inherently working capital intensive operations and the
expected increase in working capital requirements to support the execution of the growing order book, the company's ability to
efficiently manage its working capital cycle while maintaining adequate liquidity will remain a key monitorable.

Environment, social, and governance (ESG) risks

The company remains committed to environmental, social, and governance (ESG) principles. It continues to focus on improving
energy efficiency, reducing greenhouse gas emissions, enhancing water conservation and circular use and sustainable waste
management practices. The company received “committed” badge from Ecovaadis in December 2025. On the social front, CEL
continues to partner with organisations supporting causes ranging from healthcare and inclusion to community welfare. Navigating
evolving regulatory frameworks and stakeholder expectations remains key priorities.

Applicable criteria
Definition of Default
Liguidity 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
Industrials Capital goods Industrial manufacturing Industrial products
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CEL was founded in 1994 in Bengaluru by Apparao V Mallavarapu, a first-generation entrepreneur. The company is in designing
and manufacturing electronic systems and manufactures high-end electronic modules, subsystems and systems used in
aerospace, defence, and industrial electronics sectors.

Brief Financials (X crore)

March 31, 2025 (A)

March 31, 2026 (A)

June 30, 2026 (UA)

Total operating income 776.09 973.06 204.78
PBILDT* 94.11 120.87 23.07
Profit after tax (PAT) 45.63 -117.05 13.53
Overall gearing, including customer 0.55 0.80 NA
advances (x)

Interest coverage (x) 5.19 7.55 5.27

A: Audited; UA: Unaudited; Note: these are latest available financial results
PBILDT: Profit before Interest Lease Depreciation and Tax

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

For complexity level of instruments rated refer to Annexure-1

Lender details: Annexure-4

Disclosure on facilities/instruments and name of regulators:

A list of facilities / instruments falling under the purview of financial sector regulators (FSRs) along with the names of respective

FSRs has been duly disclosed by CareEdge Ratings on its website. A link to the same has been provided below for ready reference:

https://www.careratings.com/activities and regulators

Note: For facilities or instruments falling under the purview of FSRs other than Securities and Exchange Board of India (SEBI),
the grievance / dispute redressal mechanisms and investor protection mechanisms provided by SEBI shall not be available.

Annexure-1: Details of instruments/facilities

i f th Rati

Name of the Complexity Date of Coupon Maturity Size of the . ating
Instrument Level Issuance | Rate (%) Date Issue Assigned and

Regulator (X crore) Rating Outlook
Fund-based - . CARE BBB+;
LT-Term Loan RBI Simple - - - 30-08-2028 8.13 Stable
Fund-based -
LT/ ST- . CARE BBB+;
cc/PCyBil RBL Simple 18400 s ble / CARE A2
Discounting
Non-fund-based
- LT-Bank RBI Simple - - - - 241.00 CARE BBB+;

Stable

Guarantee
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Annexure-2: Rating history for last three years

Current Ratings ‘ Rating History
Date(s) Date(s) Date(s) Date(s)
Name of the and and and and

ins?r_u-m ent/Bank Type :\)I:t(;:::ding Rating Rat_ing(s) Rat_ing(s) Rat_ing(s) Rat_ing(s)
acilities (X crore) assigned assigned assigned assigned
in 2026- in 2025- in 2024- in 2023-
2027 2026 2025 2024
1)CARE
BBB;
Stable /
1)CARE EI’ZF:E;:?J’ 1)CARE
1 gn((:j(-:bsf:eg'l-l - LT/ST 184.00 EQEE; Egg;ive/ ) gzille/
Dis-cou/ntir<gl / ' Stable / | CAREA3+ | )\ o | CARE A3+
CARE A2 (19-Aug- (19-Dec-
25) BBB; 23)
Stable /
CARE A3+
(03-Jan-
25)
1)CARE
BBB;
Stable
1)CARE (16-Jan- | 1)CARE
CARE BBB; 25) BBB;
2 T;’"B;‘:;dGZZSr:itee LT 241.00 | BBB+; |- Positive Stable
Stable (19-Aug- 2)CARE (19-Dec-
25) BBB; 23)
Stable
(03-Jan-
25)
1)CARE
BBB;
Stable
1)CARE (16-Jan- | 1)CARE
CARE BBB; 25) BBB;
3 ;::;i’:id LT- LT 8.13 BBB+: | - Positive Stable
Stable (19-Aug- 2)CARE (19-Dec-
25) BBB; 23)
Stable
(03-Jan-
25)

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

Annexure-4: 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

© 2026, CARE Ratings Limited. All Rights Reserved.

This content is being published for the purpose of dissemination of information required as per applicable law and regulations and CARE Ratings Limited holds exclusive
copyright over the same. Any reproduction, retransmission, modification, derivative works or use or reference to the contents, in whole, in part or in any form, is
prohibited except with prior express written consent from CARE Ratings Limited.

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