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*Refer Annexure for details
Rating Rationale

SMERA has upgraded the long term rating of ‘SMERA B’ (read as SMERA B) on the Rs.9.00
crore bank facilities of Kumaran Systems Private Limited (KSPL). The outlook is ‘Stable’

Incorporated in 1999, KSPL is a Chennai-based software development company that offers
technology solutions, high end consulting, system integration, infrastructure management and
business process outsourcing to companies like Canadian Imperial Bank of Commerce, Honda
North America Inc and Averant National Insurance Company.

List of key rating drivers and their detailed description

Strengths:

Established track record of operations and experienced management: The company was
incorporated in 1999 by Mr. Kumaran Mangalam Subramaniam, Mr. Mohan Kumar
Subramanyan, Mr. Vijaya Sekar Subramanyan and others. The management possesses over a
decade of experience in the IT sector.

Healthy financial risk profile: KSPL has a healthy financial risk profile marked by gearing of
0.41 times as on 31 March, 2017 (Provisional) compared to 0.27 times as on 31 March, 2016.
The interest coverage ratio stood at 3.15 times for FY2016-17 (Provisional) as against 3.12
times for FY2015-16. The company has moderate net worth of Rs.23.70 crore as on 31 March,
2017 and Rs.22.87 crore in the previousyear.

Weaknesses:

Exposure to foreign exchange fluctuation risk: The company generates maximum revenue
from export to US and Canada. As a result, it is exposed to foreign exchange fluctuation risk in
the absence of a mechanism to mitigate therisk.

Working capital intensive operations: The operations are working capital intensive with
Gross Current Assets (GCAs) of 146 days on account of high debtor days of 135 days in FY2016-
17.

Analytical approach: Standalone business and financial risk profile of the company
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Applicable Criteria

e Entities in service sector :https://www.smera.in/criteria-services.htm

e Application of Financial Ratios and Adjustments: https://www.smera.in/criteria-fin-
ratios.htm

e DefaultRecognition: https://www.smera.in/criteria-default.htm

Outlook: Stable

SMERA believes that KSPL will maintain a stable outlook and continue to benefit from its
experienced management and established operational record. The outlook maybe revised to
'Positive’ in case of healthy increase in scale of operations and profitability while maintaining
effective working capital management. Conversely, the outlook may be revised to 'Negative' in
case of deterioration in the financial risk profile on account of decline in net cash accruals or
stretched liquidity owing to stressed working capital management.

About the rated entity - Key financials:

For FY2016-17 (Provisional), KSPL registered profit after tax (PAT) of Rs.0.83 crore on
operating income of Rs.42.23 crore as against profit after tax of Rs.0.18 crore on operating
income of Rs.33.45 crore in FY2015-16. Further, the networth stood at Rs.23.70 crore as on 31
March, 2017 (Provisional) as against Rs.22.87 crore as on 31 March, 2016.

Status of non-cooperation with previous CRA: None

Any other information: None

Note on complexity levels of the rated instrument

https://www.smera.in/criteria-complexity-levels.htm

Rating history (last three years):

Date E::lﬂei:t?efs]nstrument/ Term (lgslflg;l:‘te) Ratings/Outlook
Cash Credit Long Term 5.00 SM]EE?SiBg-n/:;;\ble

1;)0F1e6b, Term Loan Long Term 2.50 SM]EEA;S;-H/:;;\bIe
Cash Credit (Proposed) Long Term 1.50 SM]EEA;S;-H/:;;\bIe
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*Annexure - Details of instruments rated

. Size of the
Nan_u.e f’f the Date of | Coupon Maturity Issue Ratings/Outlook
Facilities Issuance Rate Date
(Rs. Crore)

Cash Credit NA NA NA 5.00 SMERA B/Stable

(Upgraded)
Term Loan NA NA NA 250 SMERA B/Stable

(Upgraded)
Cash Credit NA NA NA 150 SMERA B/Stable
(Proposed) ' (Upgraded)
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ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, Dun & Bradstreet Information Services India Private
Limited (D&B) and leading public and private sector banks in India. SMERA is registered with SEBI as a
Credit Rating Agency and accredited by Reserve Bank of India. For more details, please visit
www.smera.in.

Disclaimer: A SMERA rating does not constitute an audit of the rated entity and should not be treated as a
recommendation or opinion that is intended to substitute for a financial adviser's or investor's independent assessment
of whether to buy, sell or hold any security. SMERA ratings are based on the data and information provided by the issuer
and obtained from other reliable sources. Although reasonable care has been taken to ensure that the data and
information is true, SMERA, in particular, makes no representation or warranty, expressed or implied with respect to the
adequacy, accuracy or completeness of the information relied upon. SMERA is not responsible for any errors or omissions
and especially states that it has no financial liability whatsoever for any direct, indirect or consequential loss of any kind
arising from the use of its ratings. SMERA ratings are subject to a process of surveillance which may lead to a revision in
ratings as and when the circumstances so warrant. Please visit our website (www.smera.in) for the latest information on
any instrument rated by SMERA.



