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RATING RATIONALE

05 Nov, 2020
Transcorp International Ltd

Brickwork Ratings revises ratings for the Bank Loan Facilities of Rs. 16 Crs and FD Issue
of Rs. 12 Crs of Transcorp International Ltd.

Particulars
Amount (In Rs. Rating *
Instrument Crs) Tenure
Previous | Present Previous (Oct 19) Present
Long BWR FBBB BWR FBBB-
FD Issue 15 12 Term (Stable) Stable
(Downgrade)
Total 15 12 INR Twelve Crores Only
1 %
Facility** Amount (In Rs Crs) Tenure Rating
Previous | Present Previous (Oct 19) Present
Fund Based/ BWR BBB-
Non-Fund 16 16 Long ngggB Stable
Based Term (Downgrade)
Total 16 16 INR Sixteen Crores Only

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings
** Details of Bank facilities is provided in Annexure-I

RATING ACTION / OUTLOOK

Brickwork ratings has revised Long term rating of BWR BBB- with a stable outlook for bank
loan facilities and BWR FBBB- with a stable outlook for FD Issue of Transcorp International
Limited (TIL). The rating was downgraded on account of continued EBITDA and PAT losses in
FY 20 coupled with foreign exchange and outward remittance segments of business being
impacted by Covid -19.

The ratings factor in the experienced promoters and management team, established track record
of the company in the money changing and transfer segments, strong branch and franchisee
network, comfortable gearing ratio with low debt and strong management practices in place. The
rating is, however, constrained by low profitability resulting in weak debt protection metrics,
counterparty risk and foreign exchange risk.
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The rating outlook is supported by reduction in overall loss in Q2FY21 and TIL’s efforts to
diversify its product mix into portal revenue and acting as a national business correspondent of
State Bank of India thereby mitigating Covid-19 led slowdown to some extent.

KEY RATING DRIVERS

Credit Strengths:

e Experienced and qualified management: The company is run by a professional management
team with all the directors having significant experience in the financial services sector. The
Managing Director of the company has expertise in money changing and remittance business.
The directors have also hired qualified professionals to manage different aspects of their
operations. The board also includes an adequate number of independent directors to manage
corporate governance.

e Strong risk management practices: Since, the company deals in foreign exchange, hedging of
the currency fluctuation risk is crucial. The company has outsourced the risk management activity
to specialists and has a detailed policy on the forex risk management. Also, in order to mitigate
the credit risk (counterparty risk in case of corporate clients), the company had defined a credit
policy to set the credit limits and ensure timely recovery.

e Moderate capital structure: On a consolidated basis, TIL reported a net worth of Rs. 49.22 Crs
as on March 31, 2020 with a total debt of Rs. 53.88 Crs and has a comfortable overall gearing of
1.13x.

e Strong branch and dealer network - The company was initially incorporated as a principal
agent of Western Union for full fledged money changer for a period of more than 15 years. Post
selling their MTSS (money transfer service scheme) business, the company reduced its own
branches to 19 and has shut down 4 branches in FY20. The company is one of the major national
business correspondents of State Bank of India and has more than 700 Customer Service Points
(CSPs). The company also started a B2B portal named “Transcash” under which it has more than
3000 sub-agents through which it provides various services such as domestic money transfer,
insurance, Indo-Nepal money transfer etc. These two new product segments have margin of 22%
approx in HIFY21 as compared to EBITDA margin of foreign exchange and outward remittance
business.

Credit Risks:

e Continued losses: The company has reported loss on EBITDA as well as PAT in the last
two years, however, the EBITDA losses have reduced in FY20 as reported at Rs. (3.22)
Crs against Rs. (8.80) Crs reported in FY19 respectively on account of new products
added by the company in FY20. After selling off its MTSS Business during FY18, the
company is focused on enhancing its foreign exchange and outward remittance business.
This business is a high volume and low margin business. During FY20 the company
witnessed a growth of 60.80% y-o-y in its foreign exchange business. The company
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started a new line of business of payment systems in October 2019 and incurred high
startup costs leading to losses. The company is in the process of optimizing its costs,
reducing dependence on manpower and investing in technology for improving the
profitability. TIL has reported an improved EBITDA of Rs. 0.09 Crs in Q2FY21 as
against losses in previous quarters reflecting some of these initiatives.

e Exposure to industry risks - The money changing business in the country is highly competitive
with a wide range of players operating in the segment. The business is also directly linked with
the economic growth since, the travel and tourism generally grow with a positive growth in the
economy. The industry also involves significant credit risk (to corporate customers) and market
risk as the companies have to maintain inventory of foreign currencies and instruments. The
company has also ventured into the digital space by launching prepaid instruments which have
considerable growth opportunity, however, with many established players already in the segment,
it will be difficult for TIL to make a place for itself.

e Forex risks - The company has risk to forex exposure as the company has to maintain inventory
of foreign currencies and instruments. The risk is mitigated to some extent as TIL has hired
specialists to manage foreign currency fluctuations as per the board approved policy. The
company has not reported any major losses on account of exchange rate changes in the past three
years.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA
For arriving at its ratings, BWR has applied its rating methodology as debited in the Rating
Criteria detailed below ( hyperlinks provided at the end of this rationale).

RATING SENSITIVITIES

Positive: The rating may be upgraded upon sustained improvement in overall profitability
leading to an interest service coverage ratio of above 2x.

Negative: The ratings may be downgraded further if there is sustained deterioration in revenues
and continued EBITDA losses coupled with stretched liquidity position.

LIQUIDITY POSITION - (Stretched)

TIL has a cash credit facility of Rs. 15.50 crs and its average utilisation of the fund-based limits
remained at 95% over the 6 months ended Aug 2020. Company has negative cash accruals of Rs.
(6.99) Cr in FY20 (Provisional) against Rs.(8.44) Crs in FY 19 and current portion of long term
debt of Rs. 3.74 Crs. The deficit was met via loans and advances recovered from group
companies and other available mutual fund investments/cash equivalents. The company has not
availed moratorium from any bank. The company has generated cash from operations of Rs.
(3.95) Crs in FY20 which has improved from Rs. (11.39) Crs in FY 19. The company has
investments in mutual funds for Rs. 4.46 Crs and government bonds of Rs. 0.53 Crs which
provide some liquidity cushion. Also, the company had given some loans and advances to group
companies with an outstanding balance of Rs. 9.49 Crs as on October 2020 which are
recoverable going forward..

www.brickworkratings.com Page 3 of 9



¥y
. * x
|y{rickwork’

COMPANY PROFILE

Transcorp International Ltd (Transcorp) was incorporated on December 20, 1994 at Jaipur
(Rajasthan) and is listed at Bombay stock Exchange. The company started as an FFMC and
subsequently received an AD-II license from RBI. TIL now undertakes money transfer activities
as a sub-agent of EMSPL. TIL presently operates in money changing, outward remittances and
prepaid instruments by way of prepaid cards and wallet. The company is also a BC for SBI and
a corporate agent for Bajaj Allianz General Insurance. TIL has grown exponentially and offers
multi-faceted services including Prepaid cards and wallets in association with RUPAY and Yes
Bank, travelers cheque in association with AMEX , Forex travel cards in association with Axis
bank , ICICI Bank etc., domestic money transfer via Transcash. TIL is also a National Business
Correspondent of SBI which essentially means that it can act as an extension to the SBI official
branch providing a slew of services on behalf of the bank like collection of various deposits as
well as processing and disbursement of loans.

KEY FINANCIAL INDICATORS (in INR Cr)

Key Parameters Units FY19 FY20
Result Type Audited Audited
Total Operating Income Rs. in Crs 1475.50 2367.65
OPBDIT Rs. in Crs -8.80 -3.22
PAT Rs. in Crs -9.86 -9.87
Tangible Net Worth Rs. in Crs 59.31 47.83
TOL/TNW Times 0.94 1.36
Current Ratio Times 1.08 0.82

Company has achieved a TOI & PAT of Rs. 213.13 Crs and Rs. (1.91) Crs respectively in
H1FY21.

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED: NA

NON-COOPERATION WITH PREVIOUS RATING AGENCY, IF ANY : NA
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RATING HISTORY FOR LAST 3 YEARS (INCLUDING WITHDRAWN/SUSPENDED)

i (Rs. Crores)
Nature of | Facilities Current Rating (Sep 2020)
Instrument | Availed
Tenur | Amount | o in 2019+ 2018 2017
e (In Crs) &
BWR BBB- 16-Oct-2019 15-Oct-2018 04-Oct-2017
(Stable) FB/ |16 | BWR
Fund (Downgrade) FB/ |19 | BWR FB/ |44 | BWR
Bank L L g
;‘;Cﬂi?an Based/ Non TZEi 16.00 NFB é]i’ile NFB BBB NFB BBB
Y |Fund Based ) (Stable) (Stable)
Total 16.00 INR Sixteen Crores Only
BWR 16-Oct-2019 15-Oct-2018 04-Oct-2017
. FBBB-
Fixed L S FD | 15 | BWR FD 15 | BWR FD 15 | BWR
. ong (Stable)
Deposit FD 12.00 FBBB FBBB FBBB
Term (Downgrade)
Issue (Stable) (Stable) (Stable)
Total 12.00 INR Twelve Crores Only

*Rating moved to Rating Not reviewed category on 04-Oct-2018
COMPLEXITY LEVELS OF THE INSTRUMENTS

For more information, visit www.brickworkratings.com/download/Complexityl.evels.pdf

Hyperlink/Reference to applicable Criteria

e General Criteria

e Approach to Financial Ratios

e Service Sector

e Short Term Debt
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Analytical Contacts Investor and Media Relations
Neha Wahi
Primary Analyst
+011-23412232 Extn 114
nehawahi@brickworkratings.com
M : +91 7738875550
B :+91 22 6745 6666
Tanu Sharma investordesk@brickworkratings.com
Senior Director — Ratings &5
+011-23412232 Extn 104
rksharma@brickworkratings.com
Transcorp International Ltd
ANNEXURE 1
Details of Bank Facilities rated by BWR
SI. No. Name of the Type of Long Term Short Term Total
Bank Facilities R Cr) R Cr R Cr)
1 HDFC Bank Cash Credit 15.50 15.50
2 HDFC Bank Bank Guarantee 0.50 0.50
TOTAL 16.00
INR Sixteen Crores Only
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SI. No. Type of Facilities Long Term Short Term Total
®Cr) ®Cr) ®Cr)
1 Fixed Deposit 12.00 12.00
TOTAL 12.00

INR Twelve Crores Only

Additional information is available at www.brickworkratings.com. The ratings above were
solicited by, or on behalf of, the issuer, and therefore, Brickwork Ratings has been compensated
for the provision of the ratings.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other
person, to buy, sell, make or hold any investment, loan or security or to undertake any
investment strategy with respect to any investment, loan or security or any issuer.

About Brickwork Ratings: Brickwork Ratings (BWR) is India’s home grown credit rating
agency built with superior analytical prowess from industry’s most experienced credit analysts,
bankers and regulators. Established in 2007, Brickwork Ratings aims to provide reliable credit
ratings by creating new standards for assessing risk and by offering accurate and transparent
ratings. Brickwork Ratings provides investors and lenders timely and in-depth research across
the Structured Finance, Public Finance, Financial Institutions, Project Finance and Corporate
sectors.

Brickwork Ratings has employed over 350 credit analysts and credit market professionals across
8 offices in India. Our experienced analysts have published over 12,000 ratings across asset
classes. Brickwork Ratings is committed to provide the investment community with the products
and services needed to make informed investment decisions. Brickwork Ratings is a registered
credit rating agency by Securities and Exchange Board of India (SEBI) and a recognized external
credit assessment agency (ECAI) by Reserve Bank of India (RBI) to carry out credit ratings in
India.

Brickwork Ratings is promoted by Canara Bank, India’s leading public sector bank. More on
Canara Bank available at www.canarabank.co.in

For more information, visit www.brickworkratings.com

DISCLAIMER
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Copyright © 2019 by Brickwork Ratings India Pvt. Ltd., 3rd Floor, Raj Alkaa Park, 29/3 & 32/2,
Bannerghatta Main Rd, Kalena Agrahara, Bengaluru, Karnataka 560076.Telephone: +91 80 4040
9940. Fax: +91 80 4040 9941. Reproduction or retransmission in whole or in part is prohibited
except by permission. All rights reserved. In issuing and maintaining its ratings, Brickwork
Ratings relies on factual information it receives from issuers and underwriters and from other
sources Brickwork Ratings believes to be credible. Brickwork Ratings conducts a reasonable
investigation of the factual information relied upon by it in accordance with its ratings
methodology, and obtains reasonable verification of that information from independent sources,
to the extent such sources are available for a given security or in a given jurisdiction. The
manner of Brickwork Ratings’ factual investigation and the scope of the third-party verification
it obtains will vary depending on the nature of the rated security and its issuer, the requirements
and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is
located, the availability and nature of relevant public information, access to the management of
the issuer and its advisers, the availability of pre-existing third-party verifications such as audit
reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal
opinions and other reports provided by third parties, the availability of independent and
competent third-party verification sources with respect to the particular security or in the
particular jurisdiction of the issuer, and a variety of other factors. Users of Brickwork Ratings’
ratings should understand that neither an enhanced factual investigation nor any third-party
verification can ensure that all of the information Brickwork Ratings relies on in connection with
a rating will be accurate and complete. Ultimately, the issuer and its advisers are responsible for
the accuracy of the information they provide to Brickwork Ratings and to the market in offering
documents and other reports. In issuing its ratings Brickwork Ratings must rely on the work of
experts, including independent auditors with respect to financial statements and attorneys with
respect to legal and tax matters. Further, ratings are inherently forward-looking and embody
assumptions and predictions about future events that by their nature cannot be verified as

facts. As a result, despite any verification of current facts, ratings can be affected by future
events or conditions that were not anticipated at the time a rating was issued or affirmed.

THE INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT ANY
REPRESENTATION OR WARRANTY OF ANY KIND. A Brickwork Ratings rating is an
opinion as to the creditworthiness of a security. This opinion is based on established criteria and
methodologies that Brickwork Ratings is continuously evaluating and updating. Therefore,
ratings are the collective work product of Brickwork Ratings and no individual, or group of
individuals, is solely

responsible for a rating. The rating does not address the risk of loss due to risks other than
credit risk, unless such risk is specifically mentioned. Brickwork Ratings is not engaged in the
offer or sale of any security. All Brickwork Ratings reports have shared authorship. Individuals
identified in a Brickwork Ratings report were involved in, but are not solely responsible for, the
opinions stated therein. The individuals are named for contact purposes only. A report providing
a Brickwork Ratings rating is neither a prospectus nor a substitute for the information assembled,
verified and presented to investors by the issuer and its agents in connection with the sale of the
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securities. Ratings may be changed or withdrawn at anytime for any reason in the sole discretion
of Brickwork Ratings. Brickwork Ratings does not provide investment advice of any sort.
Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comment on
the adequacy of market price, the suitability of any security for a particular investor, or the
tax-exempt nature or taxability of payments made in respect to any security. Neither Brickwork
Ratings nor its affiliates, third party providers, as well as their directors, officers, shareholders,
employees or agents (collectively, “BWR Reps”) guarantee the accuracy, completeness or
adequacy of the Report, and no BWR Reps shall have any liability for any errors, omissions, or
interruptions therein, regardless of the cause, or for the results obtained from the use of any part
of this publication. In no event shall any BWR Reps be liable to any party for any direct,
indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs,
expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs) in connection with any use of any part of the Report even if advised of the
possibility of such damages. Brickwork Ratings receives fees from issuers, insurers, guarantors,
other obligors, and underwriters for rating securities.
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