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Instruments* Amount Rated Rating Action
(Rs. crore)
Long term: Fund based limits 14.0 [[ICRA]B+(Stable) / reaffirmed
(Revised from 10.0)
Short term: Fund based limits 0.0 [ICRA]JA4 / Rating withdrawn

(Revised from 4.0)
*Instrument details are provided in Annexure-1

Rating Action

ICRA has reaffirmed the long-term rating of [ICRA]B+ (pronounced ICRA B plus) outstanding on the Rs.
14.00 crore (revised from Rs. 10 crore) long term fund based facilities of DSM Soft Private Limited (“DSM”/ “the
company”). The outlook of the long term rating is Stable. ICRA has withdrawn the short-term rating of [[CRA]A4
(pronounced ICRA A four) assigned to the Rs. 4.00 crore fund based limits of the company as there is no
amount outstanding against the rated instrument.

Rationale

The rating reaffirmation factors in the long standing experience and track record of the company in providing
software services in the geospatial and engineering domains. The ratings are also supported by diversified
customer base of the company across geographies. Rating also factors in the improvement in financial risk
profile in FY2016 marked by higher net profit margin and lower gearing. The rating, however, continues to be
constrained by the modest scale of operations, high working capital intensity, high gearing on an absolute level
and the susceptibility of company’s revenues to fluctuations in the order flow. The ratings also take note of
vulnerability of margins to forex risk.

Going forward, the company’s ability to increase its scale of operations, improve the gearing level, and maintain
optimal working capital intensity will be the key rating sensitivity.

Key rating drivers

Credit Strengths

=  Track record of the company in providing geospatial services for more than a decade

= Reputed customers in several geographic locations; Marketing in overseas location aided by subsidiary
company

= Improvement in financial risk profile in FY2016 marked by higher net profit margin and lower gearing

Credit Weakness

= Modest scale of operations

= Financial performance susceptible to forex fluctuations

= Weak Financial risk profile marked by high gearing and high working capital intensive operations

Description of key rating drivers highlighted above:

The company derives most of its revenues from the services segment; mainly in Geospatial and Engineering
domains. The company has established relationships with clients like national mapping agencies in U.K and
Australia and also caters to customers in other regions like South Africa, Canada and Oman. The sales and
marketing for overseas locations is also supported by its subsidiary — DSM Geodata Limited in Scotland and
the company has received repeat orders from several customers. The company has tied up contracts to
provide vehicle tracking and fuel tracking service on a subscription based business model. This subscription
based revenue has supported the top line of the company in FY 2016 and is also expected to aid the revenue
growth for the company in the near to medium term. The company’s order book as on date is healthy and
comparable to historical levels. Moreover, some of the orders are recurring in nature due to subscription based
revenue model. The geographic concentration is also moderate compared to previous year with orders from
regions like UK, Australia, Oman, India, USA. The project to provide vehicle tracking and fuel tracking service
has started bearing steady revenue in the current fiscal and going forward this project will be the major revenue
earner on a recurring basis.



ICRA

The company’s scale of operations remains modest which in turn restricts operational and financial flexibility to
an extent. The revenue declined in FY2016 as some of the projects were delayed and also WIP remained high
as on March 31, 2016. Margins also remain susceptible to forex fluctuations as the clientele are located in
variety of countries across the globe. The company continues to have high working capital on account of high
inventory days, mainly due to work in progress projects. The receivable days though improved in March 2016
on the back of improvement in collections still remains high on account of lumpiness in order execution towards
the year end. Additionally, in some cases, due to stringent quality checks employed by clients the receivables
period tends to be on higher side. As on March 31, 2016, the company had gearing of 2.1 and it had also
availed Rs 5.2 crore of unsecured loans from the directors and shareholders out of total debt of Rs 19.1 crore.
In FY2016, despite lower interest costs, the coverage indicators remained at the same level as of FY2015 due
to decline in operating profit. Going forward, with repayments of loans and expected positive accretion to
reserves the gearing is set to improve.

Links to applicable Criteria
Corporate Credit Rating —A Note on Methodology

About the Firm:

DSM Soft Private Limited (‘DSM Soft/ the company) was incorporated in 1991. DSM Soft is a service provider
in the Geospatial, Engineering and Publishing domains. It has over 17 years of experience in the industry and
established relationship with its clients over the years. The company is operating in 3 different domains:
Geospatial, Engineering and Publishing.

It has production centers in Chennai, Tiruchirapalli and Pondicherry in India and an office in Bo’ness in UK. The
company also has wholly owned subsidiary based out of Scotland, DSM Geodata Ltd. It currently has an
employee base of around 350 and provides services to clients in various regions; predominantly in Europe,
Australia and India. In addition to working directly with customers, the company also works through business
partners in various regions of the world, who have strong technical expertise and access in local markets.

In FY2016, the company had reported a net profit of Rs 1.6 crore on an operating income of Rs 13.9 crore.
Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable


http://www.icra.in/Files/Articles/2009-October-Rating-Corp-Rating-Methodology.pdf
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Rating History for last three years:

Table: Rating History

S.No Name of Current Rating Chronology of Rating History for
Instrument the past 3 years
Type Rated Month-year & Month- year & Month- year &
amount Rating Rating in Rating in
(Rs. FY2017 FY2016 FY2015
Crores)
February 2017 February December 2014
2016
1 Fund based Long 14.00 [[CRA]B+(Stable) [ICRA]B+ [ICRA]B-
facility Term
2 Fund based Short - [ICRAJA4 [ICRAJA4 [ICRAJA4
facility term (Withdrawn)

Complexity level of the rated instrument:

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly
Complex". The classification of instruments according to their complexity levels is available on the website
www.icra.in


http://www.icra.in/
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Annexure-1

Details of Instrument

Name of the Date of Coupon rate Maturity Date Size of the | Current Rating and
instrument issuance issue Outlook

(Rs. Cr)
Dropline Overdraft April 2016 - March 2026 4.00 [[CRA]B+(Stable)
Dropline Overdraft April 2016 September 2022 10.00 [[CRA]B+(Stable)
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial
services companies as an independent and professional investment Information and Credit Rating Agency.
Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public
Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The
international Credit Rating Agency Moody’s Investors Service is ICRA’s largest shareholder.

For more information, visit www.icra.in
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ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to a
process of surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current opinion on
the relative capability of the issuer concerned to timely service debts and obligations, with reference to the instrument rated. Please
visit our website www.icra.in or contact any ICRA office for the latest information on ICRA ratings outstanding. All information
contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable, including the rated issuer.
ICRA however has not conducted any audit of the rated issuer or of the information provided by it. While reasonable care has been
taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of any kind, and ICRA in
particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such
information. Also, ICRA or any of its group companies may have provided services other than rating to the issuer rated. All
information contained herein must be construed solely as statements of opinion, and ICRA shall not be liable for any losses incurred
by users from any use of this publication or its contents.
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