Acuite’

RATINGS & RESEARCH

Press Release
UCN Cable Network Private Limited
January 07,2019

Rating Assigned

Total Bank Facilities Rated* Rs. 15.00 Cr.
Long Term Rating ACUITE BBB / Outlook: Stable
* Refer Annexure for details

Rating Rationale

Acuité has assigned long-term rating of ‘ACUITE BBB' (read as ACUITE triple B) to the Rs. 15.00 crore
bank facilities of UCN CABLE NETWORK PRIVATE LIMITED (UCPL). The outlook is 'Stable’.

The Nagpur based, UCPL was incorporated in 2006 as multiple system operators (MSO) by Mr.
Ashutosh Kane, Mr. Ajay Khamankar and Mr. Jagdish Paliy a. The company is engaged in prov iding
Internet and cable distribution serv ices. Existing subscriber base of the company is around 800,000.
The company also generates rev enue from adv ertisements, through in-house channels in multiple
languages.

Analytical Approach
For arriv ing at the ratings, Acuité has considered the standalone financial and business risk profile of UCPL.

Key Rating Drivers

Strengths

e Experienced management

The three Directors hav e been running the company since 1991 in the form of a partnership firm
which was later incorporated as Priv ate Limited in 2006 . This extensiv e experience of the
management has enabled the company to fetch Av erage Rev enue per User (ARPU) of
approximately Rs.51 and geographical expansion in and around Nagpur city of Maharashtra. Going
forward, Acuité anticipates improv ement in ARPU for MSOs, in the v iew of Telecom Regulatory
Authority of India (TRAI) noftification v ide press release July 3,2018.

* Moderate financial risk profile

UCPL has moderate financial risk profile as marked by net worth of Rs.31.43 crore in FY2018 as against
Rs.29.01 crore in the prev ious year. Gearing of the company stood comfortable as indicated by debft to
equity ratio at 0.48 times in FY2018, improv ed from 0.77 times in the prev ious year. Net cash Accruals to
Total Debt (NCA/TD) stood at 0.95 times in FY2018. Interest Cov erage Ratio (ICR) stood significantly
comfortable at 7.01 times in FY2018 as against 4.74 times in FY2017. Similarly , debt serv ice cov erage
ratio (DSCR) has improv ed from 4.52 times in the prev ious year to 6.56 times in FY2018 on backdrop of
reduced obligations.

Weaknesses

¢ Moderate working capital cycle
UCPL has moderate working capital cycle as marked by Gross Current Asset (GCA) day s of 118 in
FY2018. Bank facility enjoyed by the company in the form of Cash Credit remains utilised to an extent of
more than 90 percent, restricting the current ratio to only 0.67 times in FY2018 as compared to 0.67 times
in the prev ious year.

¢ Scale of operations
UCPL has relativ ely small scale of operations as marked by their existing subscriber base of
approximately 800,000 users in digital cable segment and around 5300 users in the broadband segment.
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Outlook: Stable

Acuité believ es that UCPL will maintain a 'Stable' outlook ov er the medium term on account of its
experienced management. The outlook may be rev ised to 'Positiv €' in case the company registers higher
than-expected growth in rev enues and cash accruals while improv ing the capital structure. Conv ersely,
the outlook may be rev ised to 'Negativ €' in case of any stretch in its working capital requirements, or
larger-than expected debt-funded capital expenditure leading to deterioration in the financial risk profile

and liquidity.
About the Rated Entity - Key Financials
Unit FY18 (A ctual) FY17 (A ctual) FY16 (A ctual)

Operating Income Rs. Cr. 99.29 91.62 106.95
EBITDA Rs. Cr. 17.92 16.96 17.75
PAT Rs. Cr. 2.12 0.42 3.33
EBITDA Margin (%) 18.05 18.51 16.60
PAT Margin (%) 2.14 0.45 3.12
ROCE (%) 9.93 7.66 24.58
Total Debt/Tangible Net Worth Times 0.48 0.77 0.69
PBDIT/Interest Times 7.01 474 433
Total Debt/PBDIT Times 0.84 1.32 1.47
Gross Current Assets (Day s) Day s 118 158 239

Status of non-cooperation with previous CRA (if applicable)

None

Any other information

None

Applicable Criteria

e Default Recognition - https://www.acuite.in/criteria-default.ntm

e Financial Ratios And Adjustments -htfps://www.acuite.in/view-rating-criteria-20.htm

¢ Entities In Serv ices Sector - hitps://www.acuite.in/view-rafing-criteria-8.htm

Note on complexity levels of the rated instrument

https://www.acuite.in/criteria-complexity-lev els.htm

Rating History (Upto last three years)

Not Applicable

*Annexure - Details of instruments rated

Name of the Date of Coupon Maturity Size of the Issue .

Rat tlook
Facilities Issuance Rate Date (Rs. Cr.) atings/Outloo
Cash Credit Mot Not Not 15.00 ACUITE BBB / Stable
Applicable Applicable | Applicable
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About Acuité Ratings & Research:

Acuité Ratings & Research Limited (Erstwhile SMERA Ratings Limited) is a full-serv ice Credit Rating Agency
registered with the Securities and Exchange Board of India (SEBI). The company receiv ed RBI
Accreditation as an External Credit Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-II
norms in the year 2012. Since then, it has assigned more than 6,000 credit ratings to v arious securities,
debt instruments and bank facilities of entities spr ead across the country and across a wide cross section
of industries. It has its Registered and Head Office in Mumbai.

Disclaimer: An Acuit é rating does not const it ut e an audit of the rat ed ent it y and should not be t reat ed as a
recommendat ion or opinion t hat is int ended t o substit ut e for a financial adviser's or invest or's independent
assessment of whet her t o buy, sell or hold any securit y. Acuit é ratings are based on t he dat a and informat ion provided
by t he i ssuer and obt ained from ot her reliable sources. Alt hough reasonable care has been t aken t o ensure t hat the
dat a and informat ion is t rue, Acuit €, inpart icular, makes no represent ation or warrant y, expressed or implied with respect
to the adequacy, accuracy or complet eness of t he information relied upon. Acuit é is not responsible for any errors or
omissions and especially st at es that it has no financial liabilit y what soever for any direct, indirect or consequential loss of
any kind arising from t he use of it s ratings. Acuit é ratings are subject t o a process of surveillance which may lead to a
revision in rat ings as and when t he circumst ances so warrant. Please visit our websit e (www.acuit e.in) for t he lat est
information on any instrument rated by Acuit é.
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