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Ratings
Facilities Amount Ratings1 Rating Action
(Rs. crore)

24.5 CARE A; Negative Revised from CARE A+;

Long-term Bank Facilities (Single A; Outlook: (Single A Plus)
Negative)
Short-term Bank Facilities 0.50 CARE A1 Revised from CARE Al+;
(A One) (A One Plus)
A 25

Total Facilities (Rupees Twenty five crore only)

Details of instruments/facilities in Annexure-1
Detailed Rationale & Key Rating Drivers

The revision the ratings assigned to the bank facilities of R S Software (India) Limited (RSSL) takes into account the
discontinuance of its ties with Visa Inc.; the largest electronic payment service provider of the world and deterioration in
financial performance of the company in FY16 (refers to the period April 1 to March 31) and 9MFY17 (refers to the period
April 1 to December 31). The ratings continues to derive strength from its experienced promoters with long and
established track record, expertise in maintenance services to the electronic payment industry, comfortable financial risk
profile marked by negligible gearing and strong liquidity profile driven by high level of liquid investments & free cash and
bank balance. The ratings are however; constrained by client concentration risk, presence in an intensely competitive
industry, moderate order book position, company’s exposure to foreign exchange fluctuation risk and dependence on the
fortunes of global and domestic electronic payment industry.

Growth in scale of operation with improvement in profitability, sustain the capital structure, ability to acquire new clients
in highly competitive software/platform development and capture new orders from the existing/new clients in service
and maintainence segment are the key rating sensitivities.

Outlook: Negative

CARE believes that RSSL’s financial performance profile is likely to deteriorate in the medium term on account of its
moderate order book position and shifting of focus from service to product/platform development. However, RSSL’s
ability to tap the growing opportunities in the digital payment industry in India and other developing countries with
increase in order flow and better management of cost of operations would improve the financial profile.

Detailed description of the key rating drivers
Key Rating Strengths

Experienced Promoters: Mr R R Jain, the promoter is having more than three decades of working experience in software
& electronic payment services industry is at the helm of affairs of the company.

Long and established track record in providing maintenance service in the electronic payment industry: RSSL has a long
and established track record of about three decades in testing, maintenance and development of various software
packages including ERP, providing solutions and project management in the area of client server and web based
technologies.

Expertise in the electronic payment service industry: RSSL has been working with various large electronic payment
solution service providers of the world. Over the years, association with global leaders in electronic payment industry
sharpens the skill set of RSSL to a large extent in the digital payments solution business.

Comfortable financial risk profile and strong liquidity profile: RSSL continued to remain a debt-free company in FY16.
Furthermore, the liquidity profile continued to remain strong with its large cash balance and liquid investments. RSSL has
free cash & bank balance of Rs.84.93 crore and investments in liquid funds (current investments) of Rs.63.38 crore as on

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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March 31, 2016 which significantly support its liquidity. Apart from these, RSSL has non-current investments in the form
of bank deposits and mutual funds aggregating to Rs.23.31 crore.

Key Rating Weaknesses

Client concentration risk: Majority of RSSL’s revenue (more than 80% in FY16) is generated through sales made to one
large client i.e. Visa Inc.; the largest electronic payment service provider of the world in the past. However, currently its
top five customers accounted for about 80% of its orders.

Intense competition: Global electronic payments industry is characterised by intense competition owing to presence of
many players in the operating spectrum.

Moderate order book position: As on October 30, 2016 the aggregate value of orders in hand (including on-going
projects) was USD 89, 41,631 (around Rs.60 crore). Apart from these, RSSL has orders in pipeline aggregating to USD
16,85, 950 (about Rs.11 crore).

Foreign exchange fluctuation risk: RSSL is engaged in providing software solutions to the global payment solution
industry and hence, is exposed to fluctuation in the foreign currencies vis-a-vis rupee (INR).

Deteriorated financial performance in FY16 and 9MFY17: RSSL’s total operating income witnessed a significant decline of
about 50% y-o-y in FY16 to Rs.171.43 crore due to decline in orders flow and execution of the same led by discontinuance
of its ties with Visa Inc. Higher contraction in total operating income vis-a-vis reduction in cost of operation led to
significant deterioration in PBILDT margin from 26.37% in FY15 to 0.37% in FY16. The PAT margin of the company also
deteriorated from 18.76% in FY15 to 4.64% in FY16. During 9MFY17, RSSL has posted operating loss of Rs.26.73 crore, net
loss of Rs.13.90 crore as well as cash loss of Rs.16.89 crore in 9MFY17 on revenue of Rs.54.48 crore mainly due to decline
in its revenue attributable to low order book and consequent lower execution of orders.

Analytical approach: Standalone

Applicable Criteria

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

Criteria for Short Term Instruments

Rating Methodology - Service Sector Companies
Financial ratios — Non-Financial Sector

About the Company

R S Software (India) Limited (RSSL) was set up as a private limited company by one Mr R R Jain of Kolkata in December,
1987 (converted into a Public Limited company in February, 1992). RSSL is predominantly engaged in software
development, maintenance, testing and software project management under client server and web-based technologies.
This is done through on-site co-ordination and offshore execution. The major infrastructure of the company is located at
Salt Lake Electronics Complex, Kolkata. RSSL has received various accreditations/certifications (including 1SO 9001:2000
certification) for its processes.

RSSL has three wholly owned subsidiaries, Responsive Solution Inc. in USA, R. S. Software (Asia) Pte. Ltd in Singapore and
Paypermint Private Limited in India. Responsive Solution Inc. and R. S. Software (Asia) Pte. Limited is the marketing arm of
RSSL. Paypermint Private Limited was incorporated in August, 2016 in view of opportunities in online payment facilitation.
RSSL earns its revenue mainly from export. About 97% of its revenue in FY16 (99.87% in FY15) is from overseas countries
with major concentration in USA. The day-to-day affairs of the company are looked after by Mr R R Jain (Chairman and
MD).

RSSL earned PAT of Rs.7.95 crore on total operating income of Rs.171.43 crore in FY16 (refers to the period April 1 to
March 31) as compared with a PAT of Rs.64.94 crore on a total operating income of Rs.346.20 crore in FY15 (refers to the
period April 1 to March 31). During, 9MFY17 (refers to the period April 1 to December 31) RSSL has posted net loss of
Rs.13.90 on revenue of Rs.54.48 crore.

Status of non-cooperation with previous CRA: Not Applicable
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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 Ishan Marda

Tel: 033-40181604
Mobile: 9831984640
Email: ishan.marda@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.

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the | Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Fund-based - LT-Cash - - - 24.50 CARE A; Negative
Credit
Non-fund-based - ST- - - 0.50 CARE Al
Bank Guarantees
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. [Fund-based - LT-Cash LT 24.50 CARE A; - 1)CARE A+ [1)CARE A+ [1)CAREA
Credit Negative (06-Jul-15) |(07-Jul-14) |(03-Jul-13)
2. [Non-fund-based - ST- ST 0.50 CARE Al - 1)CARE A1+ (1)CARE Al+ [1)CARE Al
Bank Guarantees (06-Jul-15) |(07-Jul-14) |(03-Jul-13)
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