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Ratings

Amount

(Rs. crore) Rating1 Rating Action

Facilities/Instruments

CARE BBB+; ISSUER NOT Issuer not cooperating;
COOPERATING peratine:

Long-t Bank Faciliti 47. B t ilabl
ong-term Bank Facilities 50 (Triple B Plus; ISSUER NOT ased on best available

COOPERATING) information
CARE A3+; ISSUER NOT Issuer not cooperating;
- COOPERATING Based on best available
Short-term Bank Facilities 102.00 (A Three Plus; ISSUER NOT information
COOPERATING)
Total 149.50

(Rupees One Hundred
Forty Nine Crore and
Fifty Lakh only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers
CARE has been seeking information from [24]7 Customer Private Limited to monitor the ratings vide e-mail

communications/letters, (latest email dated March 10, 2017) and numerous phone calls. However, despite of our
repeated requests, the company has not provided the requisite information for monitoring the ratings. Further, 24/7 has
not paid the surveillance fees for the rating exercise as agreed to in its Rating Agreement. In line with the extant SEBI
guidelines, CARE has reviewed the ratings on the basis of the available information which however, in CARE’s opinion is
not sufficient to arrive at a fair rating.

The ratings on 24/7 Customer Private Limited’s bank facilities will now be denoted as CARE BBB+/CARE A3+; ISSUER NOT
COOPERATING.

The ratings take into account the established track record of its parent company - [24]7 Customer Inc., USA ([24]7 USA) in
the (Business Process Outsourcing) BPO segment, diversified client base of [24]7 USA, consistent growth in income,
successful completion of the capex and healthy capital structure with no term debt obligations.

The ratings are, however, constrained by its business dependence on the performance of the [24]7 USA, foreign exchange
fluctuation risk, regional concentration, ongoing dispute with tax authorities regarding certain tax liabilities, high attrition
rates and intense competition in the BPO industry.

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise caution while
using the above rating(s).

Detailed description of the key rating drivers

At the time of last rating in February 09, 2016 the following were the rating strengths and weaknesses (updated for the
information available from Annual Report):

Key Rating Strength

Established track record of the parent company [[24]7 Customer Inc. USA] in the BPO segment

[24]7 is entirely dependent on its parent company for business as it provides cloud based on customer engagement

solutions to the customers of [24]7 USA. [24]7 USA has an established track record in providing BPO solutions over the

'Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE
publications
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past fifteen years. It presently operates 6 contact centres around the world and has grown via organic as well as inorganic
route in the past.

Diversified client base of [24]7 USA

24/7 USA manages over 100 million interactions through its six global contact centers. The client base of 24/7 USA
includes large telecom, financial services, retail, technology and travel companies. Pre-dominantly, clients from telecom
segment have been the major revenue driver of the company (contributing about 40% in FY14 (refers to the period April 1
to March 31) as against 49% in FY13), the balance was contributed by the financial services segment (27%), retail (13%), IT
(6%) and Travel (7%) and others (the remaining 7%).

Consistent Growth in income

24/7 has maintained its steady growth in operational performance in the competitive BPO industry. During FY15, the
company reported growth of about 17% in its total operating income over FY14. As the company operates on a cost plus
model, the revenue growth is partly driven by the operating cost escalations as well.

During FY16, the company reported growth of about 24% in its total operating income over FY15.

Mitigation of project execution risk

[24]7 had undertaken project to construct their own premises in Bangalore (till now, the company’s office was on lease)
in FY15 at total cost of Rs.260 crores, which was funded through its existing cash, internal accruals and advances from the
group company [24]7 Customer Philippines Inc. The project was completed by July 2015 (with minor time overrun of
about 3 months), and the company has started operating from its owned premises from August 2015 onwards mitigating
the project execution risk.

Healthy financial risk profile marked by debt-free capital structure; albeit significant customer advances to fund capex
[24]7 customer is a virtually debt free company and does not have any term loan repayments (except non-funded
exposure to the tune of Rs.34.85 crore as on March 31, 2015 (FY14: Rs 42.49 crores) towards disputed income tax claim).
The company has non fund based limits which include LCs and BGs and Loan Equivalent Risk (LER) limits for underwriting
of their forward contracts. The financial profile, while comfortable, moderated to some extent during FY15 with receipt of
customer advances (interest free) to fund its capex, resulting in total outside liabilities to net worth of 0.52x as on March
31, 2015 as against 0.10x as on March 31, 2014.

Drop in collection period owing to receipt of customer advances

[24]7’s operating cycle in FY15 dropped to 19 days from 85 days in FY14 on account of low receivables as the company
had already received customer advances for the ongoing project which were adjusted against the billings for the year.
Profitability closely linked to forex rate fluctuations

Owing to its cost plus model, operating profitability is more or less stable in terms of USD. However, with monthly billing
and collection period of 60 — 90 days results in variation in profit margins to the extent of forex rate fluctuations. The
company enters in forward contracts to partially hedge its forex exposure.

The profitability margin of the company substantially improved in FY15 due to depreciation of the INR against USD. The
company’s PAT increased by around 39% from Rs.28.80 crore in FY14 to Rs 40.03 crore in FY15. In FY16, the company’s
PAT registered a PAT of Rs. 34.44 crore.

Significant revenues concentration in the US and the UK markets

Majority of the [24]7’s clients are from the US and the UK contributing around 60% and 25% of the revenue respectively

exposing it to considerable geographical concentration risk.

2 | Credit Analysis & Research Limited
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Exposure to foreign exchange fluctuation risk resulting in volatile margins

With its revenue generated entirely in foreign currency and cost in Indian Rupee, the company is exposed to significant
foreign exchange risk. The company partially hedges its receivables by entering into forward contracts. During FY15,
company had unrealized forex gain of Rs.4.29 crore (unrealized forex gain of Rs.3.90 crore in FY14). Additionally, advances
of Rs.87 crore received from the sister concern are also unhedged completely aggravating the forex risk.

During FY16, company had forex loss of Rs.1.13 cr.

Ongoing dispute with tax authorities regarding certain tax liabilities

The company has received tax demands from the income tax authorities aggregating to Rs.69.11 crore as on March 31,
2015 (Rs.60.04 crore as on March 31, 2014), including interest, arising from transfer pricing adjustments for the financial
years ended March 31, 2004, 2005, 2006, 2007, 2008, 2009, 2010 and 2011. The company’s appeals against the said
demands are pending against various competent authorities. The company has made a deposit of Rs.19.36 crore as on
March 31, 2015 (Rs.15.36 crore as on March 31, 2014) under protest and has provided bank guarantees amounting to
Rs.34.85 as on March 31, 2015 (Rs.42.49 crores as on March 31, 2014) for the above demands. Outcome of the
company’s appeals against the said demands remain crucial from the credit perspective.

The company has made a deposit of Rs.14.29 crore in FY16 under protest.

Risks related to attrition

The BPO industry is labour-intensive in nature and is characterized by significantly high employee attrition. [24]7 also
experiences almost 100% attrition rates and has to regularly incur expenses for employee welfare and fresh hiring in
order to contain the risk & ensure smooth execution of operations.

Intense competition in the BPO sector

[24]7 USA faces strong competition from other international BPOs as well as Indian IT industry players such as Tata
Consultancy Services, Infosys Technologies and Wipro and their BPO arms with strong technical and financial capabilities.
The company also faces competition from smaller outsourcing firms for its outsourcing and transaction services.
Moreover, given that outsourcing is primarily driven by cost savings to be realized, the industry remains competitive with
regards to pricing of these services. Any loss of [24]7 USA’s business to competition may have direct impact on
performance of [24]7.

Analytical approach: Standalone

Applicable Criteria

Policy in respect of Non-cooperation by Issuer

CARE’s Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition

Non Financial Sector

About the Company
Incorporated on March 22, 2000, [24]7, is a wholly owned subsidiary of [24]7 Customer Inc., USA ([24]7 USA).

[24]7 USA, incorporated in the April, 2000, is promoted by Mr P V Kannan and Mr Shanmugam Nagarajan. In 2003, [24]7
USA was privately funded in part by Mr Michael Moritz and his venture capital firm Sequoia Capital. The total venture
funding was estimated at about USD 22 million. This company is headquartered in Campbell, California and provides
cloud-based customer engagement solutions through its 6 back office units (BPO/KPO) two of which are located in India
(Bangalore & Hyderabad), two in Philippines and one each in Guatemala and Nicaragua. The firm caters to several

reputed MNCs in the fields of financial services, retail, telecommunications, technology, and travel industries.
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[24]7 began its operations by providing call centre services to customers of [24]7 USA, and has subsequently migrated to
servicing of customers through various interactive platforms such as IVR, chat and email. The company is a 100% export
oriented unit (EOU) operating from Bangalore and Hyderabad with an aggregate employee strength of about 5000. The
billing by [24]7 is done to [24]7 USA on a cost plus basis.

[24]7 registered total operating income of Rs. 448.76 crore and PAT of Rs. 34.44 crore in FY16 (refers to the period April 1
to March 31) as against a total operating income of Rs. 361.03 crore and PAT of Rs. 40.03 crore in FY15.

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This
classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome to write to
care@careratings.com for any clarifications.

Analyst Contact:

Name: Mr Karthik Raj K

Tel: 080-4165 4529

Mobile: 9980562244

Email: karthik.raj@careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating
agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit
Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market
built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to raise capital
for their various requirements and assists the investors to form an informed investment decision based on the credit risk and their own
risk-return expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed by the
methodologies congruent with the international best practices.

Disclaimer

CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on information obtained from sources believed by it to
be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not
responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in case of withdrawal of
capital or the unsecured loans brought in by the partners/proprietor in addition to the financial performance and other relevant
factors.
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Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Rating assigned along with
Instrument Issuance Rate Date Issue Rating Outlook
(Rs. crore)
Non-fund-based - ST- - - - 2.00 CARE A3+; ISSUER NOT
BG/LC COOPERATING
Non-fund-based - LT- - - - 47.50 CARE BBB+; ISSUER NOT
Bank Guarantees COOPERATING
Non-fund-based - ST- - - - 100.00 CARE A3+; ISSUER NOT
Loan Equivalent Risk COOPERATING
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No. Instrument/Bank Type Amount Rating Date(s) & Date(s) & Date(s) & | Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in assigned in | assigned in | assigned in
2016-2017 2015-2016 2014-2015 | 2013-2014
1. [Non-fund-based - ST- ST 2.00 CARE A3+, - 1)CARE A3+ 1)CARE A3+ [1)CARE A3+
BG/LC ISSUER NOT (09-Feb-16)  |(16-Dec-14) |(06-Dec-13)
ICOOPERATING 2)CARE A3+
(28-Apr-15)
2. INon-fund-based - LT- LT 47.50 CARE BBB+; - 1)CARE BBB+ |1)CARE BBB+{1)CARE BBB+
Bank Guarantees ISSUER NOT (09-Feb-16) (16-Dec-14) |(06-Dec-13)
ICOOPERATING 2)CARE BBB+
(28-Apr-15)
3. Non-fund-based - ST- ST 100.00 CARE A3+; - 1)CARE BBB+/ - -
Loan Equivalent Risk ISSUER NOT ICARE A3+
ICOOPERATING (09-Feb-16)
2)CARE BBB+ /
ICARE A3+
(28-Apr-15)
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CREDIT ANALYSIS & RESEARCH LIMITED
Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022
Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD

Mr. Mehul Pandya

32, Titanium, Prahaladnagar Corporate Road,
Satellite, Ahmedabad - 380 015

Cell: +91-98242 56265

Tel: +91-79-4026 5656

E-mail: mehul.pandya@careratings.com

BENGALURU

Mr. Deepak Prajapati

Unit No. 1101-1102, 11th Floor, Prestige Meridian II,
No. 30, M.G. Road, Bangalore - 560 001.

Cell: +91-9099028864

Tel: +91-80-4115 0445, 4165 4529

E-mail: deepak.prajapati@careratings.com

CHANDIGARH

Mr. Sajan Goyal

SCF No. 54-55,

First Floor, Phase 11,

Sector 65, Mohali - 160062
Chandigarh

Cell: +91 99888 05650

Tel: +91-172-5171 100 / 09

Email: sajan.goyal@careratings.com

CHENNAI

Mr. V Pradeep Kumar

Unit No. 0-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600 002.
Cell: +91 98407 54521

Tel: +91-44-2849 7812 / 0811

Email: pradeep.kumar@careratings.com

COIMBATORE
Mr. V Pradeep Kumar
T-3, 3rd Floor, Manchester Square

Puliakulam Road, Coimbatore - 641 037.
Tel: +91-422-4332399 / 4502399
Email: pradeep.kumar@careratings.com

HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
Hyderabad - 500 029.

Cell : + 91 90520 00521

Tel: +91-40-4010 2030

E-mail: ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni

304, Pashupati Akshat Heights, Plot No. D-91,
Madho Singh Road, Near Collectorate Circle,
Bani Park, Jaipur - 302 016.

Cell: 491 — 95490 33222

Tel: +91-141-402 0213/ 14

E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal

3rd Floor, Prasad Chambers, (Shagun Mall Bldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell: +91-98319 67110

Tel: +91-33- 4018 1600

E-mail: priti.agarwal@careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
Jhandewalan Extension, New Delhi - 110 055.
Cell: +91-98117 45677

Tel: +91-11-4533 3200

E-mail: swati.agrawal@careratings.com

PUNE

Mr.Pratim Banerjee

9th Floor, Pride Kumar Senate,

Plot No. 970, Bhamburda, Senapati Bapat Road,
Shivaji Nagar, Pune - 411 015.

Cell: +91-98361 07331

Tel: +91-20- 4000 9000

E-mail: pratim.banerjee@careratings.com
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