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Rating Rationale

SMERA has assigned a long term rating of ‘SMERA B’ (read as SMERA B) on the Rs.6.00 crore bank
facilities of Raksan Consulting Private Limited’. The outlook is ‘Stable’.

Raksan Consulting Private Limited (raksan), a Hyderabad-based company was incorporated in 2013 by
Mr. Rakesh Naik. Raksan provides information technology enabled services (ITES). Further, it
discovers, ideate, nurture, engineer and incubate/develop scalable SaaS platforms-in house. Raksan is
developing products such as Moolya, Fieldeagles among others.

Key Rating Drivers

Strengths:

Experienced management and business model

Mr. Rakesh Naik (Founder & CEO) of raksan, who has an experience of over two decades in the
Information Technology (IT) sector. Mr Naik was instrumental in building business product applications
for one of the oldest software house way back to 1960’s and particularly in database administration and
in Oracle platform. With his experience in the IT industry, he promoted raksan in 2013 to develop or
incubate scalable SaaS platforms. In house incubation include ideate, assign team members, providing
infrastructure, technology expertise, IP registrations, domain knowledge, strategy planning and GTM
services in-house.

Raksan is developing few products such as Moolya, Fieldeagles, Hcmsprint and mdmShield. Moolya is a
digital platform that brings all players such as institutions, ideators, startups, investors, companies,
service providers to a digitally connected market place. Fieldeagles is a SaaS platform providing
automation solutions for enterprise field service management. The revenues come from monetising IP of
the startups, profits of incubated companies, outsourced product development services, product
subscription and other consulting and value added services. raksan has few renowned companies in its
portfolio includes Aurobindo Pharma Ltd., Veritaz Health Care Limited, Hexaware Technologies Pvt Ltd
among others.

SMERA believes that the promoter’s rich experience in the IT industry will benefit the company in
improving its business risk profile over the medium term.

Moderate financial risk profile

The financial risk profile of raksan is moderate marked by moderate gearing and total outside liabilities
to total net worth (TOL/TNW). On provisional basis, the gearing (debt-to-equity) stood at 1.79 times and
TOL/TNW stood at 2.44 times as on March 31, 2017. In FY2018, the promoters have brought in
unsecured loans of about Rs.3.25 crore which deteriorated the gearing levels to about 3.1 times.
However, SMERA believes that the same is expected to improve to about 1.0 time over the medium term
supported by healthy accretion to reserves. The debt protection metrics of interest coverage ratio and
net cash accruals to total debt are healthy at 5.9 times and 0.28 times respectively for FY2017.
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The profitability margins are healthy, though volatile. On provisional basis for FY2018 and FY2017, the
operating margins were at about 34 percent and 22.7 percent respectively, while FY2016, it was at 35.7
percent. Volatile margins are partly attributed to the products under development, which are charged
off in the same year of spent.

SMERA believes that the financial risk profile of raksan continues to be moderate on the back of volatile
profitability margins and modest scale of operations.

Weaknesses:

Working capital intensive operations

The operations are working capital intensive which is evident from the high receivable days over the
past three years through FY2018. The receivable days are about 401 days in FY2018. On provisional
basis, raksan reported revenues of about Rs.9.01 crore, against which its receivables are about Rs.9.9
crore as of March 31, 2018. Further, receivables of about Rs.2.00 crore are due for over six months. High
receivables are partially attributed to billing in the second half of the financial year besides payments in
milestone basis and at staggered intervals. The stretched cash flows resulted in high utilisation of its
bank lines. The promoters’ have brought in Rs.3.25 crore and Rs.1.56 crore in FY2018 and FY2017
respectively by way of unsecured loan.

SMERA believes that the operations of raksan continue to be working capital intensive on account of its
new products, modest scale of operations, milestone and staggered payments.

Modest scale of operations

The revenues are modest at Rs.9.01 crore on provisional basis for FY2018. Though, its a significant
improvement from Rs.2.24 crore in FY2016, still the revenues are at modest levels. Raksan is expecting
the revenues to go up to above Rs.20.00 crore over the medium term backed by its products under
development and existing products.

SMERA believes that raksan’s revenue profile continue to be modest, while facing stiff competition from
the established domestic and international players, and success of its products in the market would be a
key rating sensitivity factor in the medium term.

Analytical approach:

SMERA has considered the standalone business and financial risk profiles of raksan Consulting Private
Limited to arrive at the rating. The rating is based on the provisional financials shared by raksan for the
FY2017 and FY2018.

Outlook - Stable

SMERA believes that raksan will maintain a ‘Stable’ outlook and continue to benefit over the medium
term on account of the extensive experience of the promoters. The outlook may be revised to 'Positive’
in case of significant improvement and early realisation of its debtors while improving the revenues and
maintaining the profitability. Conversely, the outlook may be revised to 'Negative' in case of any further
stretch in working capital cycle, or larger-than-expected debt-funded capital expenditure programme
deteriorating the liquidity.
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About the Rated Entiti - Kei Financials

Operating Income Rs. Cr. 8.13 2.24 4.40
EBITDA Rs. Cr. 1.85 0.80 0.30
PAT Rs. Cr. 0.86 0.33 0.12
EBITDA Margin (%) 22.73 35.76 6.78
PAT Margin (%) 10.62 14.87 2.74
ROCE (%) 28.39 21.00 20.14
Total Debt/Tangible Net Worth Times 1.79 2.04 0.58
PBDIT /Interest Times 5.95 6.42 56.55
Total Debt/PBDIT Times 2.22 3.66 2.23
Gross Current Assets (Days) Days 324 744 161
Applicable Criteria

e Service Sector -https://www.smera.in/criteria-services.htm

e Default Recognition - https://www.smera.in/criteria-deafult.htm

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

Note on complexity levels of the rated instrument:
https://www.smera.in/criteria-complexity-levels.htm

Status of non-cooperation with previous CRA (if applicable): Not Applicable
Any other information: Not Applicable
Rating History (Last three years): Not Applicable

*Annexure - Details of instruments rated:

Size of the .
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u (Rs. Crore) u
gzgsi(i;ed Bank Not Applicable | Not Applicable | Not Applicable 6.00 SMERA B/Stable
Contacts:
Analytical Rating Desk
Suman Chowdhury, Varsha Bist
President - SMERA Bond Ratings Sr. Executive
Tel: 022-67141190 Tel: 022-67141160
Email: suman.chowdhury@smera.in Email: varsha.bist@smera.in
Naveen Papisetty,
Rating Analyst,
Tel: 022-67141148
Email: naveen.papisetty@smera.in

SMERA Ratings Limited
Registered Office: 102, Sumer Plaza, Marol Maroshi Road, Marol, Andheri (East), Mumbai - 400 059
CIN: U74999MH2005PLC155683 | SEBI Permanent Registration No.: IN/ CRA /006 / 2011



SMERA BOND RATINGS SMERA

BONDS ® COMMERCIAL PAPER ® BANK LOANS

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.
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