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Facilities/Instruments Amount (X crore) Rating Action
Long Term Bank Facilities 40.00 CARE BBB-; Stable Assigned
Long Term / Short Term Bank Facilities 112.00 CARE BBB-; Stable / CARE A3 Assigned

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The ratings assigned to the bank facilities of Intec Infonet Private Limited (IIPL) derives strength from its experienced promoters
with established track record of operations, long- term association with reputed clientele and comfortable capital structure marked
by low long-term debt. The ratings also take cognizance of the healthy unexecuted orders in hand amounting to Rs. 692.23 crores
providing revenue growth visibility over medium term.

These rating strengths are, however partially offset by the exposure of IIPL towards risk associated with rapid technology
advancement and fragmented and competitive nature of IT industry. The ratings are also constrained by the declining scale of
operations since past 3 years and working capital intensive operations.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors
e Growth in scale of operations above Rs. 200 crores with sustained PBILDT margins above 8%.
e Improvement in TD/GCA below 2.50 times on a sustained basis.
e Improvement in collection period below 150 days leading to improved liquidity position on a sustained basis.
e Steady flow of orders and timely execution of orders in hand thereby improving revenue visibility on a sustained basis.

Negative factors
e Decline in scale of operations from existing level and PBILDT margins below 6% on a sustained basis.
¢  Any significant decline in order book and scale of operations from current levels owing to continued issue of shortage of
semiconductor chip used in networking devices.
e Elongation in collection period beyond 250 days leading to deterioration in operating cycle adversely impacting liquidity
profile of the company.

Analytical approach: Standalone

Key strengths

Experienced promoters with established track record of operations

IIPL has an established track record of operations for more than 3 decades. Mr. Rajeev Goel (promoter and director) has more
than 25 years of experience in the field of information technology and handles operations with his wife Mrs. Mridula Goel having
more than 15 years of experience and further assisted by a team of well-equipped professionals.

Long- term association with reputed clientele

The company is associated as a partner with various leading IT companies like CISCO who provides the leads of customer’s
requirements and accordingly prices of hardware/software provided by OEMs like CISCO is finalised and then the company
participates in tenders floated by various govt entities. IIPL has long term association and satisfactory track record of more than
a decade with reputed govt. customers.

Healthy order book position providing revenue visibility albeit exposed to concentration risk

The company receives orders from the clients through tenders, empanelment and repeat orders. As on December 31 2022, TIPL
has unexecuted order book of Rs. 692.23 crore which is equivalent to 10.02 times of total operating income reported during FY22
thereby providing healthy revenue visibility over medium term. The said orders are to be executed over a period of 2 to 2.5 years
extending upto October 2025. However, timely execution and billing of orders in hand along with steady flow of orders shall be
a key rating monitorable going forward. The order book is however< highly concentrated with single customer constituting around
59.58% of total order value.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Comfortable capital structure albeit moderate debt coverage indicators

The company has comfortable capital structure marked with low long-term debt and comfortable overall gearing of 0.24 times as
on March 31, 2022 improved from 0.75 times as on March 31, 2019 and TOL/TNW of 0.91 times as on March 31, 2022 significantly
improved from 2.46 times as on March 31, 2019 as WC utilization reduced significantly from Rs. 26.11 crore as on March 31,
2022 to Rs. 5.72 crore as on March 31, 2022. The debt coverage indicators reflect moderation, marked by TD/GCA at 4.28 times
as on March 31, 2022 compared to 4.43 times as on March 31, 2019 and interest coverage of 1.33 times in FY22 moderated from
2.20 times in FY19 mainly due to significant decline in scale of operations over past 2 years. The company also has interest free
unsecured loans from its directors amounting to Rs. 2.71 crore as on March 31, 2022 which shall be maintained in system going
forward also. Further, the company has no plans to undertake any debt funded capex in near future apart from regular routine
capital expenditure.

Key weaknesses

Exposure towards rapid technology advancement in IT industry

IIPL being a part of IT industry is subject to frequent changes/updates in systems and software due to new technology being
launched in short span of time. To cope with the rapidly changing technologies, IIPL is required to continuously give training to
its employees in order to skill up and develop updated systems and to sustain intense competition from peer entities. Any
prolonged gap in upgradation may adversely impact the business prospects and profitability margins of the company, however
experienced promoters with long track record of operations and long-term association with the customers provide edge to the
company.

Fragmented and competitive nature of IT industry

The company is engaged in providing services as a network integrator which includes supply of hardware i.e. networking
equipment like Router, Switches, firewall & surveillance products and services like warranty services, AMC and installation etc.
The operations of the company remain exposed towards intensive competition in the industry due to presence of large number
of players and limited entry barriers, however due to various eligibility qualifiers while participating in tenders, quality of services
and past experience of the company provides an edge to IIPL over other small players.

Decline in scale of operations over past 3 years; albeit improvement expected from FY23 onwards

On account of Covid-19, the company did not receive new orders and new requirements due to which supply of networking
products and installation revenue impacted and further due to elongated procurement period due to chip shortage also caused
low booking of revenue. IIPL reported degrowth from Rs. 169.88 crores in FY19 to Rs. 69.08 crores in FY22. Despite declining
turnover, IIPL has reported steady PBILDT margins in the range of 6 to 7.5%. Going forward, healthy topline growth is envisaged
as new projects are being awarded and demand is revived post covid. The company has achieved top line of Rs.65.49 crore in
H1FY23 (refers to period April 01 to September 30) with PBILDT margin of 7.63%.

Working capital intensive operations due to elongated collection and payment period

Operations of the company are working capital intensive due to elongated collection period and milestones- based payment (on
supply, installation and commissioning etc.). Operating cycle of the company stood at 408 days as on March 31, 2022 (FY21: 286
days) compared to 112 days as on March 31, 2019 due to extended collection period of 472 days as on March 31, 2022 (FY21:
382 days) compared to 141 days as on March 31, 2019 mainly due to lower turnover base and averaging effect. Creditors payment
days stood at 100 days as on March 31, 2022, increased from 59 days as on March 31, 2019 due to averaging effect and reduced
scale of operations, moreover company partially reduced level of creditors out of debtors realization in FY22.

Liquidity: Adequate

Liquidity is marked by expected accruals of Rs. 10.76 crores against repayment obligations of close to Rs. 3.40 crore in FY23 and
further aided by cash and cash equivalents of Rs. 3.88 crore as on November 30, 2022. With a gearing of 0.24 times as of March
31, 2022, the company has sufficient gearing headroom, to raise additional debt for future exigencies, if any. Its unutilized bank
lines of ~66% equivalent to around Rs. 5.23 crore as on October 31, 2022 are adequate to meet its incremental working capital
needs over the near term.

Applicable criteria
Policy on default recognition
Financial Ratios — Non financial Sector
Liguidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch
Service Sector Companies

About the company

Intec Infonet Private Limited started in year 1991 is a “Network System Integrator” which includes planning, design,
implementation, maintenance and optimization of converged networks including IT infrastructure (formerly known as Intec
Automation Private Limited)
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Brief Financials (X crore) March 31, 2021 (A) March 31, 2022 (A) H1FY23 (UA) 9MFY23 (UA)
Total operating income 101.39 69.08 65.49 93.24
PBILDT 7.09 4.28 5.00 7.44
PAT 3.87 2.70 2.84 Not Available
Overall gearing (times) 0.50 0.24 0.18

Interest coverage (times) 1.74 1.33 3.62

A: Audited, UA: Unaudited

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

Covenants of the rated instruments/facilities: Detailed explanation of the covenants of the rated instruments/facilities is
given in Annexure-3

Complexity level of the various instruments rated: Annexure-4
Lender details: Annexure-5

Annexure-1: Details of instruments/facilities
Coupon Maturity Size of Rating Assigned
Elolitne ISIN LELECIH ETELE) Rate Date (DD- the Issue along with Rating
(%) MM-YYYY) (X crore) Outlook

Instrument (DD-MM-YYYY)

Fund-based - LT-Cash

Credit - - - - 40.00 CARE BBB-; Stable

Non-fund-based - LT/ ) i i i 112.00 CARE BBB-; Stable /
ST-Bank Guarantee ) CARE A3

Annexure-2: Rating history for the last three years

Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)
:lar:e of thte Bank Pr— and and and and
Fr;zi;iltlg: nt/Ban Type Outstanding | Rating Rat_i ng(s) Rat_i ng(s) Rat_i ng(s) Rat_i ng(s)
(X crore) ::!SSIgned -aSSIgned ?ssmned ?ssmned
in 2022- in 2021- in 2020- in 2019-
2023 2022 2021 2020
CARE
1 E‘;Zﬁ'é’fj;f "L LT 40.00 BBB-; - - - .
Stable
CARE
Non-fund-based - BBB-;
2 | LT/ ST-Bank LT/ST* 112.00 Stable / - - - -
Guarantee CARE
A3

*Long term/Short term.

Annexure-3: Detailed explanation of the covenants of the rated instruments/facilities: Not Applicable
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Annexure-4: Complexity level of the various instruments rated

Sr. No. Name of the Instrum Complexity Level
1 Fund-based - LT-Cash Credit Simple
2 Non-fund-based - LT/ ST-Bank Guarantee Simple

Annexure-5: Lender details

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

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

Established in 1993, CARE 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 RBI. With an equitable
position in the Indian capital market, CARE 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,
CARE 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. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE 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. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE 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. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with
the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE 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.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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