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The BSE Ltd. The National Stock Exchange of India Ltd.

1st Floor, New Trading Wing, Rotunda Building | Exchange Plaza, 5t Floor, C - 1, Block G

Phiroze Jeejeebhoy Towers, Dalal Street, Fort Bandra - Kurla Complex, Bandra (E)

Mumbai - 400001 Mumbai - 400051

corp.relations@bseindia.com cmlist@nse.co.in

Security Code No.: 500183 Security C o.: HFC

RE: Disclosures under Regulation 30 of the Securities and Exchange Board of India
(Listing Obligations and Disclosure Requirements) Regulations, 2015.

Subject: Re-affirmation of Credit Rating.
Dear Sir(s)/ Madam,

With reference to the above and in terms of Regulation 30 read with Para A of Part A of Schedule
[I1 to the Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015 (“SEBI Listing Regulations”), we wish to inform you that CARE
Ratings Limited, vide their letter dated July 09, 2019, has re-affirmed the credit rating for the
Bank Loan facilities of the Company, the details of which are as below:-

Facilities Amount Rating . Rating Action
(INR in Crores) -
Long term Bank Facilities . 515.94 CARE A-; Stable Reaffirmed
(Single A Minus; Outlook: Stable)
Short term Bank Facilities 1,398.36 CARE A2+ Reaffirmed
(enhanced from (A Two Plus)
1,281.2)
Total 1,914.30
Long Term Instrument - 33.73 CARE A-; Stable Reaffirmed
Non-Convertible Debentures (Single A Minus; Outlook: Stable)
Long Term instrument - - - Withdrawn
Cumulative Preference Shares (Since Redeemed)

A copy of the aforesaid letter assigning the credit ratings and its rationale is enclosed herewith.

You are requested to take the above information on records and disseminate the same on your
respective websites.

Thanking you.
Yours faithfully,
For Himachal Futuristic Communications Ltd.

Jﬁ;(w/’#/

(Manoj Baid)
Vice-President (Corporate) &
Company Secretary

Regd. Office & Works : 8, Electronics Complex, Chambaghat, Solan-173 213 (H.P.) Tel. : (01792) 230644, 230645, 230647 Fax : (01792) 231902
Corporate Identity Number : L64200HP1987PLC007466 :
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Mr. V.R. Jain sty

CFO

Himachal Futuristic Communications Limited
8, Commercial Complex,

Masjid Moth, Greater Kailash I,

New Delhi-110048

July 9, 2019
Confidential
Dear Sir,
Credit rating of bank facilities
Please refer to our letter dated July 1, 2019 on the above subject.
2, The rationale for the ratings is attached as an Appendix-I.
B We request you to peruse the annexed document and offer your comments, if any. We are

doing this as a matter of courtesy to our clients and with a view to ensure that no factual
inaccuracies have inadvertently crept in. Kindly revert as early as possible. In any case, if we
do not hear from you by July 10, 2019, we will proceed on the basis that you have no
comments to offer.

If you have any further clarifications, you are welcome to approach us.

Thanking you,
Yours faithfully,

’
tm e "%
[Harneet Chaudhary] [Gaurav Dixit]
Deputy Manager Associate Director
harneet.chaudhary@careratings.com gaurav.dixit@careratings.com

Encl.: As above

Disclaimear
CARE's ratings are opinions on credit quality and are not recommandations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security, CARE has based its ratings/outlocks on information obtained from sources believed by it to
te 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. Mast entities whose bank
facilities/instruments ara rated by CARE have paid a credit rating fee, based an the amount and type of bank facilities/instruments.
In case of partnership/proprietary concerns, the rating foutlook assigned by CARE s basad on the capital deployed by the
partners/proprietar and the financial strength of the firm at present. The rating/outlock 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.
CARE Ratings Limited
(Fermerly known as CTEdITAJi'E;#E & Research Limited)
CORPORATE OFFICE: 4" Flear, Godre] Coliseum, Somalya Hospital Read, 13th Floor, E-1 Block, Videocon Tower
Off Eastern Express Highway, Sion (E), Mumbal - 400 022, Jhandewalan Extension, Mew Delhi - 110 055.

Tel:+91-22-6754 3436 » Fax: +91-22-6754 3457

Tel: #91-11-4533 3200 + Fax: +%1-11-4533 3238
Email: care@eareratings.com = www.careratings.com



Annexure 1
Rating Rationale
Himachal Futuristic Communications Limited

Ratings
Facilities Amount ~ Ratin g Rating Action
(Rs. crore)
Long term Bank Facilities 515.94 CARE A-; Stable Reaffirmed
_ il - (Single A Minus; Outlook: Stable) |
Shart term Bank Facilities 1328.36 CARE A2+ Reaffirmed
tenhanced from Rs. 1281.20cr) (A Twao Plus)

Total 1914.320

(Rupees One thousand three

hundred and fourteen crore

and thirty lakhs)

Long Term Instrument - 33.73 CARE A-; Stable Reaffirmed
Nan Convertible (Single A Minus; Outlook: Stable)
Debentures
Long Term Instrument — - - Withdrawn
Cumulative Preference
Shares

Details of instruments/facilities in Annexure-3

Detailed Rationale & Key Rating Drivers

The reaffirmation of the ratings assigned to the bank facilities of Himachal Futuristic Communications Limited (HFCL)
cantinue to derive strength from its experienced promoters and management team, long track record of operations and
strategic business relationship with Reliance Jio Infocomm Limited (RJIL). The rating also takes into account comfortable
financial profile marked by significant growth in total operating income in FY19 (refers to the period April 01 to March 31}
and comfortable capital structure along with strong order book which provides medium-term revenue visibility.

The ratings, however, remain constrained by high receivables |leading to elongated operating cycle, counter-party risks
and its susceptibility to the regulatory oversights governing the telecom sector, Further, CARE notes that most of BSNL
projects that the company takes are funded directly by Ministry of Defence or Home Ministry,

Going forward, the ability of the company to profitably scale-up its operations improving its operating cycle, maintaining
its capital structure and the execution of both the capex projects in a timely manner within the envisaged cost, shall
remain the key rating sensitivities.

Detalled description of the key rating drivers
Key strengths

Long and established trock record with highly experfenced management team and strong association with RIL

Mr Mahendra Nahata, the managing director of the company, has a business experience of more than thirty five years in
telecom. He is also on the Board of RIIL since 2010 and is associated with various forums related to the industry, He s
assisted by the management team comprising of officials who are highly experienced in their respective domains. The
chairman of the board, Mr. MP Shukla, has over five decades of experience in the telecom industry and had worked at
senior positions in various undertakings owned by the Government of India.

The company also has a strong association with RIIL (rated CARE AAA; Stable/ CARE Al+), with HFCL being responsible for
execution of RJIL's network expansion plans for the Morthern region. HFCL has been associated with them since the
netwark roll out of RIL was started and has been responsible for network planning, design and implementation of its
netwark far the Narthern region.

‘Complete definitions of the ratings assigned are avoilable ot www.careratings.com and in other CARE publications.
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Strong order book providing revenue visibility ond diversifying customer base

As on March 31, 2015, HFCL has a strong order book totalling Rs. 11325.63 crore (firm orders to the tune of Rs. 7429.57
crore and orders under release having value of Rs. 3896.06 crore) which is ~2.57x of F¥19 total revenue (including Q&M
orders of Rs. 1643.47 crare).

The management has been diversifying its customer base by focusing on P5U contracts which have potential business
with ‘Digital India’ pregramme of Gol. The current order book as on March 31, 2019, includes more than 65% of the order
from Defence and BharatNet. Geing forward, the company has a healthy mix of orders across segments such as OFC,
telecom, railway, defence, O&M, smart city etc. The order book is also well diversified with revenue stream across
geographies such as Punjab, 1&K, Rajasthan, Uttarakhand, Himachal Pradesh, Uttar Pradesh, Delhi, Chhatisgarh, Madhya
Pradesh, Andhra Pradesh, Telangana etc.

Comfortable financial profile marked by significant growth in total operating income and comfortable capital structure
The total operating income of HFCL on a consclidated basis reported growth of 47% in FY19 to Rs. 4778.96 crore vis-a-vis
Rs. 3245.59 crore in FY18, The growth was primarily driven by factors like high value of executed orders and significant
improvement in the HTLs performance on account of increased production capacities (from 3.5 Mn fkm to 7 Mn flkm). The
PEILDT margins improved marginally at 9.52% in FY19, however the PAT margins moderated to 4.86% in FY19.

Further, the capital structure of HFCL continues to remain strong with overall gearing of 0.52x% as on March 31, 2018, The
total debt as on March 31, 2019 increased to Rs, 590,31 crore mainly due to increase in Intercorporate deposits (ICD) and
waorking capital borrowing to Rs. 418.74 crore. Further, outstanding CRPS of Rs. 60.38 crore have been fully redeemed as
an March 31, 2019, The other coverage indicators impraved in FY19 with interest coverage at 4.95x (PY: 4.74x) and total
debt to GCA at 1.96x {PY: 2.27x).

Bullish Optic Fibre Cable (OFC} Demond & Government initiotives spurring broadband outreach

Government and Private Operators are investing substantial capital in upgrading telecom infrastructure. National Digital
Communication Policy, 2018 sets aggressive 2022 targets with broadband for all. Only 20% of sites in India are fiberised, a
number that needs to go up to 80-85% to support 5G and its enabling technologles 1oT, M2M. Even 4G needs fiberisation
upto 60-65% of sites. Shift from wireless to Optical Fibre is taking place in a gradual and mammoth manner. Fibre spread
and its densification shall ensure fibre reaches the doorstep of consumers. With 4G on rise and 5G an the anvil,
microwave-based backhaul will become less effective. Nearly 70% of the India's towers will need to be fiberized by 2022
from the current levels of sub-25% requiring an estimated 600,000 fKm, at an investment of 58 billion

Also, there is a significant untapped potential still left in the rural space and with government’s renewed focus on
developing rural telecom infrastructure to use telecom services to effectively reach out to the real beneficiaries of its
various welfare schemes. Furthermore, with Smart Cities Mission and Digital India Initiative, the requirement of network
infrastructure at integration as well as end-user points is expected to rise. One of the projects under the ‘Digital India’
initiative is ‘Bharatiet’, launched to deploy high-speed optical fiber cables to connect 2.58 lakh Gram Panchayat across
the country by end of 2019. This project would also help in increasing the fiberized sites in India which currently stands at
less than 20% as compared to other developed countries. Also, 'Smart Cities’, 5G deployment, Machine to Machine
(M2M), Internet of Things (loT) require advanced information technology and connectivity landscape. Further, next
generation technologies such as LTE and FTTx, which require last mile connectivity, would aiso propel the demand for
optical fiber cables.

Key Rating Weaknesses

Elangoted operating cycle, albeit improved in FY19

HFCL's operating cycle has improved fram 100 days in FY18 to 67 days in FY12 owing to decrease in collection period from
134 days in FY18 to 106 days in FY13; however, it still remains an the higher side. The callection period has improved an
account of change in the composition of order book of company in favor of system integration contracts which unlike the
other contracts being executed by the company during FY17 and FY18 (NFS Defence NFS and GSM Network LWE), have
shorter gestation period coupled with lesser statutory and retention money stipulations. As on March 31, 2019 the
receivables stood at Rs. 1562.89 crore which includes debtors more than 6 months of Rs, 436.51 crore.
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Ongoing capex

HFCL is setting up a green field manufacturing facility of Optic Fiber with an annual capacity of 6.4 Mn fkm (Million Fibre
Kilometre). The entire produce from the proposed project will be consumed captively by company’s OFC manufacturing
facilities at Goa and Chennai. The project is being setup in Ranga Reddy District in the state of Telangana with an overall
project cost of Rs, 275.10 crore to be funded in the debt equity ratio of 1.05:1 l.e., promoters’ contribution/internal
accruals of Rs. 134.16 crore {including State and Central subsidy of Rs, 55.57 crore) and Bank Debt of Rs, 140.94 Cr,

As on May 31, 2018, 53% of the total project cost has been incurred. The project is proposed to achieve Commercial
Operation Date (COD) of January 2020,

Further in HTL, there is ongoing capex to expand the current manufacturing capacity from 7 Mn fkm to 10.5 Mn fkm by
adding new machineries and add additional cable accessaries assembling lines and new products. The overall project cost
is estimated to be Rs. 40 crore to be funded in the debt equity ratio of 1:1; term loan of Rs. 20 crore and balance through
internal accruals of HTL. The project is expected to achieve COD by September 2019,

Liguidity

HFCL has moderate liguidity position with average utilization of working capital facilities and non-fund based facilities at
69.69% and 81.10% respectively in the last 12 months ended May 2019. However, the current ratio remained
comfortable at 1.47x as on March 31, 2019 (vs 1.59x as on March 31, 2018). The company also had cash and cash
equivalents of Rs. 193.03 crore (includes margin money of Rs. 181,83 cr) as on March 31, 2019. The company will also
avail project specific limits which will be available for the complete duration of the project.

Analytical approach: Consolidated,
Companies considered in consolidated financials:

| Name of Subsidiary Company | % of share Holding
HTL Limited | 74% g
Polixel Security Systems Private Lid 100%
Maoneta Finance (P) Ltd 100%4 1
HFCL Advance Systems (P) Ltd 100% '

Name of Joint-Venture Company I
CragonWave HFCL India Private Limited |

49.90%

Applicable Criteria
Criteria on assigning Outlook to Credit Ratings

CARE's Policy on Default Recognition

Criteria for Short-term Instruments

CARE's methodology for financial ratios (Non-Financial Sector]
CARE's methodology for Factoring Linkages in Ratings

Policy on Withdrawal of ratings

Background
HFCL was incorporated in the year 1987 to set up a plant in Solan (Himachal Pradesh) for assembling of telecom

eguipment, Subsequently, the company has ventured into various segments viz. Optical Fibre Cable (OFC) manufacturing
in 1997 by setting up a plant at Goa and commenced rendering turnkey services in 1998, Under the turnkey services, the
company provides and implements projects for complete site infrastructure for mobile operators, satellite & radic
communication, optical transport networks and spectrum management solution and has worked for various private and
government operators including major G5M vendaors. HFCL earns majority of income from turnkey services (71% in FY13),
Under sale of telecom equipments, HFCL manufactures and sells telecom equipment in Optical, Wireless, and Wireline
technologies (like 2G and 3G Repeaters, Broadband, etc).
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Financial Performance (Rs. Crore)
For the period ended / as at Mar.31, 2017 2018 2019
{A) {A) {A)
Income from Operations 2143.05 3245.59 4778.95
FBILDT 204.38 301.36 455.00
Depreciation 21.75 23.21 26.97
Interest & Bank Charges 62.39 63.63 91.86
FBT 124.10 22041 339.29
PAT (after defd. tax) 123.71 171.70 232.26
GCA 120.321 198.05 300.85
Financial Position
Equity Share capital 123.94 123,94 127.44
Met Warth 935.50 1126.36 139551
Total Capital Employed 1381.81 1506.54 1942.10
Key Ratios
Growth
Growth in Total income (%) -18.87 51.45 47.24
Growth in PAT (after D.Tax) (%) -1.93 38,79 35.27
Profitability (%)
PERILDT / Total Incame 9.54 9.29 9.52
PAT / Total Income 577 5.29 4.86
ROCE 12.84 19.75 2527
RONW 13.14 16.77 18.78
Salvency
Debt Equity Ratio 0.38 0.24 0.1z
Owverall Gearing 0.6% 0.49 0.52
PBILDT/Interest coverage 3.28 4.74 495
PBIT/Interest coverage 2.93 4.37 4,66
Term Debt/GCA 2.98 1.35 0.57
Total Debt/GCA 4,48 2.37 1.96
Liguidity
Current ratio 1.74 1.59 1.47
CQuick ratio 1.50 1.42 1.32
Avg. Coll. Period (days) 188 134 106
Avg. Inventory (days) 52 28 20
Avg. Creditors (days) 91 62 59
Warking capital cycle 148 100 67

A Audited

Status of non-cooperation with previous CRA: Not Applicable

Any ather 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 ovailable at www.careratings.com. Investors/market intermediaries/regulators or others ore welcome
to write to care@careratings.com for any clorifications.
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Analyst Contact

Mame: Mr Gauray Dixit

Contact no: +91-11 - 4533 3235

Email ID: paurav.dixit@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 Beard of India {SEBI) and also recognized as an External Credit
Assessmeant Institution (ECAI) by the Reserve Bank of India [RBI}. CARE Ratings is proud of its rightful place in the Indian capital market
built arcund 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-raturn 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 guality 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
he accurate and reliable. CARE dogs 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. Maost entities whose bank
facilities/finstruments 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 foutlook assigned by CARE is based on the capital deployed by the
partnars/proprietor and the financial strength of the firm at present. The rating/outlook may underge 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.
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Annexure-1: Details of Instruments/Facilities

Page 7 of 9
CARE Raa%ﬁngus Limited

Name of the Date of Coupon Maturity Size of the Issue|Rating assigned along|
Instrument Issuance Rate Date (Rs. crore) | with Rating Outlook
fFund-based - LT-Term = July 31, 2027 1215.94 ) CARE A-; Stable
Loan
;Fund—based - LT-Cash - - - 300.00 CARE A-; Stable
Credit
Non-fund-based - 5T- = z 3 1398.36 ICARE A2+
BG/LC
Debentures-Non March 28, 2017 10.30% Sep 30, 2021 2950 (CARE A-; Stable
Canvertible Debentures |
Debentures-Nan lune 2, 2017 10.30% Sep 30, 2021 |4.23 CARE A-; Stable
Convertible Debentures
Preference Shares- - 6.50% Mar 31, 2015 |0.00 Withdrawn
Cumulative Redeemable
Preference Shares B
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
2019-2020 | 2018-2019 | 2017-2018 | 2016-2017
1. [Fund-based - LT-Term i LT 21594 ICARE A-; - 1JCARE A-; [LJCARE El:lC.ﬁ.RE BBRE+
Lean [ Stable BEE+; {06-5ep-16)
123-lan-19) |Megative
2)CARE A-; [[26-Jul-17)
Stable
103-Jul-18}
3JCARE A-;
Stable
125-lun-18)
2. Fund-based - LT-Cash LT 300.00 CARE A-; - 1JCARE A-;  |1ICARE 1)CARE BBE+
Credit Stable BEE+; (0E-5ep-16)
' (23-lan-19) |Megative
2JCARE A-;  |(26-Jul-17)
Stable
(03-lul-18}
3)CARE A-;
Stable
(25-lun-18)
3. :Nun-fund—based - &T- aT 1398.30 1)CARE A2+ |LJCARE A2+ [1)CARE A2+ !
BG/LC (23-1an-19) [(26-Jul-17) |(06-Sep-16) |
2)CARE A2+ '
(03-1ul-18})
3JCARE A2+
(25-lun-18) -
4, [Debentures-Mon LT 33.73 CARE A-; - 1JCARE A-; - -
Canvertible Debentures Stable
(23-lan-19)
2)CARE A-:
stable ,
R — [25-lun-18) |
5. Preference Shares- LT - - 1)CARE BEB+ e -

[Farmer}-p known as Credit Analysis & Research Limited)
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Cumulative Redeemable . [RPS); Stable
Preference Shares - [03-Jul-18)
Annexure 3: Details of Rated Facilities
1. Long-term facilities
1.A. Secured rupee term loans {Rs. crore)
Banker / lender Type | Tenure Rs. Cr ~ Remarks
Repayable in 2 annual installments of Bs. 25 crore each on
IDBI Term Loan LT 75.00 | September 30 every year
Unian Bank of Term Loan LT 140.94 | 28 structured guarterly installments of Rs. 5.03 crore spread
India ) over 7 years starting from July 31, 2020 |
Total 215.94 =
1.B. Fund Based limits (Rs. crore)
5. No. Name of Bank | Fund Based Limits
| Cash Credit | Others Total fund-based limits
1 State Bank of India 70.00 - 70.00
3 Oriental Bank of Commerce | 60.00 60.00
|3 Union Bank of India | 38.00 38.00
[ 4. Punjab Mational Bank 25.00 25.00
s, Bank of Baroda 22.00 22.00
6 United Bank of India 30.00 30.00
- ICICI Bank Ltd 20.00 | 20.00 i
g Yes Bank Ltd 35.00 35.00
| | TOTAL 300.00 - 300.00
Total long-term facilities {1.A.+1.B.) Rs. 515.94 crore
2. Shart-term facilities
2.A. Non fund based limits (Rs. crore)
sr.No. | NameofBank LCs/ BGs* limits
1 | State Bank of India 162.50
2 Oriental Bank of Commerce | 85.00
3 Union Bank of India ’ 208.50
4 Punjab Mational Bank 150.00
5 | Bank of Baroda 147.00
5] IDBI 104.52
7 United Bank of India 50.00
8 _ICICI Bank Ltd . 6848 000
g Yes Bank Ltd 28236
10 Proposed 140.00
TOTAL - ~ 1398.36

*LC=Letter of credit; BG=Bank guarantee

Total short-term facilities {2.A.) Rs. 1398.36 crore

Total facilities rated {1.A. + 1.B. + 2.A.): Rs 1914.30 crore
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(This follows our brief rationale for the entity published on July 3, 2019)

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 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 amissions or for the results obtained from the
use of such infarmation. 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 assigned by CARE is based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating may undergo change in case of
withdrawal of capital or the unsecured |oans brought in by the partners/proprietor in addition to the financial
| performance and other relevant factars.
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