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Rating Rationale

Acuite has reaffirmed its long-term rating of '"ACUITE A-' (read as ACUITE A minus)and short-term rating
of '"ACUITE A2+' (read as ACUITE A two plus)on Rs. 69.50 Cr. bank facilities of Avantel Limited (AL). The
outlook is 'Stable'.

Acuite has assigned the long-term rating of 'ACUITE A-' (read as ACUITE A minus)and short-term rating
of '"ACUITE A2+' (read as ACUITE A two plus)on Rs. 65.00Cr. bank facilities of Avantel Limited (AL). The
outlook is "Stable".

Rationale for Rating

The reaffirmation of ratings considers established market position, extensive experience of promotors and strong
order book position as on Q1FY26. The rating factors in the steady scale of operations in terms of operating
income in Q1FY26. However, there has been a decline in EBITDA and PAT margins during Q1FY26 primarily due
to change in inventories resulting in execution of low margin orders. Consequently, the performance of the
company will remain key monitorable. The company has plans for diversification into new segments which will
help them to enhance their scale of operations. The financial risk profile is healthy marked by healthy networth due
to capital infusion and reserves, gearing below unity and strong debt protection metrics. The liquidity position is
strong marked by healthy net cash accruals against nil debt repayment obligations, moderate current ratio and high
bank limit utilization. The rating is constrained by intensive working capital cycle due to inherent nature of
business and customer concentration risk.

About the Company

Avantel Limited was set up in 1990 in Hyderabad as a private limited company by Dr. A. Vidyasagar along with his
family members and was reconstituted as a public limited company in 1994. The company specialises in RF
microwave subsystems, digital radios, and satellite communication systems, and offers related software solutions
and services. It is listed on the BSE and National Stock Exchange. The company has its registered headquarters,
manufacturing facility and R&D facility at Vishakhapatnam.

Unsupported Rating
Not Applicable

Analytical Approach
Acuité has considered the standalone business and financial risk profiles of Avantel Limited to arrive at the rating.

Key Rating Drivers
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Strengths
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Established track record of operations and experienced management

The management has decades of experience in building wireless & Satellite Communication systems, RF systems
design, Embedded systems & Digital signal processing, Network management & software development and
Engineering & IT services. The company provide customized solutions through process oriented design, develop
and manufactures RF subsystems, RADAR subsystems, Software defined radios and satellite communication
systems. AL majorly serves government organisations like Defence Research and Development Organization
(DRDO), ISRO, Shipyards, defence Public Sector Undertaking (DPSUs), Indian railways and others. Additionally,
the public listed companies such as L&T, NewSpace India Limited and others with numerous private firms
operating in defence and space industries. the company has healthy relationship with its customers and
suppliers. Acuite believes that the long track record of operations with extensive industry experience of the
management and healthy orders in hand will benefit the company over the medium term.

Steady scale of operations

The operating income stood almost stagnant at Rs.248.48 Cr. in FY25 as against Rs.223.92 Cr. in FY24. This is
due to slower execution of order book and delays by government in expediting Request For Proposal (RFP).
Further, the revenue stood stable at Rs.51.84 Cr. in Q1FY26 as against Rs.51.65 Cr. in Q1FY25. The current order
book stood at Rs.210.00 Cr. as of 30th June 2025 with fresh infusion of orders which provides revenue visibility
over the medium term.

The EBITDA margin stood at 38.61 percent in FY25 as against 37.95 percent in FY24 due to lower cost of goods
sold as a result of unsold inventory. Additionally, raw material costs experienced volatility depending on orders,
and some orders required external procurement of specialized subsystems. The company has expensed towards
Employee Stock Options Plan (ESOP) and Employee Compensation Expenses of Rs.14.57 Cr. as on March 31st,
2025. Further, the EBITDA margin stood 21.91% in Q1FY26 as against 28.60% in Q1FY25. The decline was due
to spike in change in inventories resulting in execution of low margin orders. The PAT margin stood on similar
levels at 24.11 percent in FY25 as against 24.76 percent in FY24 due to depreciation. Further, the PAT margin
stood at 8.92% in Q1FY26 as against 15.65% in Q1FY25 mainly due to decline in EBITDA margin and increase in
depreciation on account of capex completion. Acuite believes the scale of operations will remain on similar lines
backed by order book over the medium term.

Healthy Financial Risk Profile

The financial risk profile of the company is marked by healthy networth, gearing below unity and strong debt
protection metrics. The tangible networth stood at Rs.248.01 Cr. in FY25 as against Rs.171.41 Cr. in FY24 due to
accretion of reserves and ESOPs converted into equity shares. The rights issued are fully subscribed of Rs.80.90
Cr on 7th May 2025. The gearing stood below unity at 0.09 times in FY25 as against 0.07 times in FY24. The debt
protection metrics marked by Interest Coverage Ratio (ICR) and Debt Service Coverage Ratio (DSCR) stood at
32.01 times and 24.49 times respectively in FY25. Acuite believes the financial risk profile will continue to
remain healthy supported by healthy networth, no debt funded capex plans and absence of long-term debt.
Weaknesses

Intensive Working Capital Cycle

The working capital cycle was intensive marked by GCA days of 234 days in FY25 as against 213 days in FY24.
The inventory days stood at 144 days in FY25 as against 120 days in FY24 primarily due to imported and integrated
LRUs (Line Replaceable units) with their value additions, resulting in higher inventory levels. The debtor days
stood at 104 days in FY25 and FY24. The company receives most of its payments upon project delivery, with a
small portion of payments received in advance. Against this, the creditor days stood at 11 days in FY25 as against
27 days in FY24. Acuite expects the working capital cycle remains intensive over the medium term due to inherent
nature of business.

ESG Factors Relevant for Rating

The company has established a Risk Management Committee that oversees environmental and sustainability-
related matters. As part of its Corporate Social Responsibility (CSR) initiatives, the company regularly contributes
towards healthcare activities, in line with the recommendations of its CSR Committee. In compliance with SEBI
(Listing Obligations and Disclosure Requirements) Regulations, the company has constituted several committees
including the Audit Committee, Nomination and Remuneration Committee, Corporate Social Responsibility
Committee, Risk Governance and Management Committee, and Stakeholders’ Relationship Committee, thereby
ensuring adherence to corporate governance practices.

Rating Sensitivities
Movement in operating income and profitability margins
Working capital cycle

Liquidity Position

Strong

Avantel Limited’ liquidity position is strong marked by healthy net cash accruals (NCA) of Rs.71.31 Cr. on March
31, 2025, against nil debt repayment obligations. Although the company does not have any debt funded capex plan,

Acuité Ratings & Research Limited www.acuite.in

- s N N



it plans to undertake a capex of Rs. 65.00 Cr out of own sources. The cash and bank balances stood at Rs.1.88 Cr.
as on March 31, 2025, as against Rs.0.11 Cr. as on March 31, 2024. The current ratio stood at 4.89 times during
FY25. The average month end limit utilization for fund-based facility was ~81.00% for last eight months ended

March 2025. Acuite believes that liquidity position of the company will remain strong in the medium term on
account of sufficient accruals and moderate current ratio.

Outlook: Stable

Other Factors affecting Rating
None

Acuité Ratings & Research Limited www.acuite.in



Key Financials

Particulars Unit FY 25 (Actual) FY 24 (Actual)
Operating Income Rs. Cr. 248.48 223.92
PAT Rs. Cr. 59.92 55.45
PAT Margin (%) 24.11 24.76
Total Debt/Tangible Net Worth Times 0.09 0.07
PBDIT/Interest Times 32.01 20.53

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

Not Applicable

Any other information
None

Applicable Criteria

* Default Recognition :- https://www.acuite.in/view-rating-criteria-52.htm
» Manufacturing Entities: https://www.acuite.in/view-rating-criteria-59.htm
* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-53.htm

Note on complexity levels of the rated instrument

In order to inform the investors about complexity of instruments, Acuité has categorized such instruments in three
levels: Simple, Complex and Highly Complex. Acuite’s categorisation of the instruments across the three
categories is based on factors like variability of the returns to the investors, uncertainty in cash flow patterns,
number of counterparties and general understanding of the instrument by the market. It has to be understood that
complexity is different from credit risk and even an instrument categorized as 'Simple' can carry high levels of
risk. For more details, please refer Rating Criteria “Complexity Level Of Financial Instruments” on www.acuite.in.
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Rating History

Name of Amount (Rs. .
Date Instruments/Facilities Term Cr) Rating/Outlook
Cash Credit o 12,00 ACUITE A- | Stable (Reaffirmed)
128 szl;n Bank Guarantee (BLR) %2?3 55.50 ACUITE A2+ (Reaffirmed)
Letter of Credit %ﬁﬁ 2.00 ACUITE A2+ (Reaffirmed)
Cash Credit Ifgﬁ% 27.50 ACUITE A- | Stable (Reaffirmed)
20 Mar | Bank Guarantee (BLR) %ﬁﬁ 27.90 ACUITE A2+ (Reaffirmed)
2024 Bank Guarantee (BLR) %;?I;t 12.10 ACUITE A2+ (Assigned)
Letter of Credit Jhort 2.00 ACUITE A2+ (Reaffirmed)
. Long ACUITE A- | Stable (Upgraded from ACUITE
Cash Credit Term 27.50 BBB+ | Stable)
Ogol\z/ljr Bank Guarantee (BLR) %ﬁﬁ 2790 | ACUITE A2+ (Upgraded from ACUITE A2)
Letter of Credit %;?I;t 2.00 ACUITE A2+ (Upgraded from ACUITE A2)
Bank Guarantee (BLR) "Slilel:l(“)nri 13.00 ACUITE A2 (Assigned)
07 Dec Letter of Credit Jhort 2.00 ACUITE A2 (Assigned)
2022 Cash Credit Tong 37,00 ACUITE BBB+ | Stable (Assigned)
Proposed Long Term Bank | Lon, .
P Faci%ity Tor 5.40 ACUITE BBB+ | Stable (Assigned)
Acuité Ratings & Research Limited Wwww.acuite.in

N N




Annexure - Details of instruments rated

Lender’s el Date Of | Coupon [Maturity|Quantum|Complexity .
Name ISIN Facilities Issuance| Rate | Date |(Rs. Cr.)| Level Rating
Canara | Notavl./ Notavl. /[ Not avl. /[ Not avl. / . ACUITE A2+
Bank | Not appl. Bank Guarantee (BLR) Not appl. | Not appl. [ Not appl. 5550 | Simple | Reaffirmed
State
Bank of Eo‘i avl.l/ Bank Guarantee (BLR) Eot aVl.l/ Eot avl.l/ Eot avl.l/ 2500 | Simple ACEEIT'E A%;r
India ot appl. ot appl.| Not appl. | Not appl. | Assigne

ACUITE A- |
Cﬁgirﬁ Egt 2V1‘1/ Cash Credit Egi 2\]1'1/ Egt 2V1'1/ II:II?)T[ 3V1'1/ 12.00 | Simple Stable |
PP PP PPl PP Reaffirmed
State ACUITE A- |
Bankof [ N0 H/ | CashCredit |NOvAVE/RotavL ROtV T 000 | imple | Stable |
India PP PP PP PP Assigned
State |\t avl. / |Channel/Dealer/Vendor |Not avl. /|Not avl. /| Not av. / . ACUITE A2+
Bank of N I Fi . N LN LIN I 15.00 | Simple Assiened
India ot appl. Inancing ot appl. | Not appl. | Not appl. | Assigne
Canara | Notavl./ : Not avl. /|Not avl. /| Not avl. / . ACUITE A2+
Bank | Not appl. Letter of Credit Not appl.|Not appl.| Not appl. 2.00 Simple | Reaffirmed
State ACUITE A- |
Bank of Egt 2V1‘1/ Stand By Line of Credit Egi 2\]1'1/ Egt 2V1'1/ II:II?)T[ 3V1'1/ 5.00 Simple Stable |
India PP PP PP P Assigned
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Contacts

Mohit Jain Contact details exclusively for investors and
Chief Analytical Officer-Rating Operations lenders

Manvi. Khaitan . . Mob: +91 8591310146

Associate Analyst-Rating Operations Email ID: analyticalsupport@acuite.in

About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board of India
(SEBI). The company received RBI Accreditation as an External Credit Assessment Institution (ECAI) for
Bank Loan Ratings under BASEL-Il norms in the year 2012. Acuité has assigned ratings to various
securities, debt instruments and bank facilities of entities spread across the country and across a wide
cross section of industries. It has its Registered and Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité 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. Ratings assigned by Acuité 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, Acuité, in particular, makes no
representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness
of the information relied upon. Acuité 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. Ratings assigned by Acuité 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.acuite.in) for the latest information on any instrument rated by Acuité. Please visit
https://www.acuite.in/fags.htm to refer FAQs on Credit Rating.

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members of any rating
committee and therefore do not participate in discussions regarding the rating of any entity.
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