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MFX Infotech Private Limited

Instrument* Rated Amount Rating Action
(in crore)
Fund Based Limits 6.00 [ICRA] AA- (SO) (Stable) assigned
Proposed Fund Based Limits 4.00 Provisional [ICRA] AA- (SO) (Stable)
assigned
Total 10.00

*Instrument Details are provided in Annexure-1

Rating Action

ICRA has assigned the long term rating of [ICRAJAA- (SO)' (pronounced as ICRA double A minus
structured obligation)? to the Rs. 6.00 crore fund based facilities of MFX Infotech Private Limited (MFX /
the company). The letter SO in parenthesis suffixed to the rating symbol stands for Structured Obligation.
An SO rating is specific to the rated issue, its terms, and its structure. “SO” ratings do not represent
ICRA"s opinion on the general credit quality of the issuers concerned.

ICRA has also assigned the long term rating of Provisional [ICRAJAA- (SO) (pronounced as ICRA
double A minus structured obligation) to the Rs. 4.00 crore proposed fund based facilities of MFX. The
outlook on the long term rating is ‘Stable’. The rating assigned is provisional as of now (as denoted by the
prefix “Provisional” before the rating symbol) and is subject to the fulfillment of all conditions under the
structure and review of final documentation pertaining to the facility by ICRA, besides the executed
documentation being in line with ICRA*s expectations.

Rationale

The rating is based on the strength of the corporate guarantee provided by Quess Corp Limited Limited
(QCL / the guarantor, rated [ICRAJAA- (Stable) / Al+) towards the rated bank facilities of MFX. The
rating addresses the servicing of the loan to happen as per the terms of the underlying guarantee
arrangements and the rating assumes that the guarantee will be duly invoked in case there is a default in
payment by the borrower.

Key rating drivers
Credit Strengths

o Corporate guarantee provided by QCL towards the rated bank facilities of MFX

e Strong parentage with 100% shares held by QCL which is engaged in offering end-to-end business
solutions like recruitment, temporary staffing, skill development, integrated facility management and
industrial asset management services to clients across sectors

e Strong market position of MFX US in the property & casualty insurance industry expected to support
in scaling up of business of the company going forward

! The rated instrument does not involve a structured payment mechanism.
2 For complete rating scale and definitions, please refer to ICRA's website www.icra.in or other ICRA Rating Publications
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Credit Weakness

= Relatively small scale of operations limits scale benefits

= Expansion of capacities through setting up operations in a new office in Whitefield, Bangalore
strained margins and cash flows of the company during FY2016

= High working capital intensity

Description of key rating drivers highlighted above:

With a turnover of Rs.34.7 crore during 9M FY2017, MFX is a relatively small-sized player in the
software support services industry. ICRA has taken comfort from the corporate guarantee provided by
QCL towards the rated facilities of MFX. QCL operates across various segments such as recruitment,
temporary staffing, skill development, integrated facility management and industrial asset management
and also has a strong promoter background with several years of experience in the aforementioned
industries. The company also derives majority of its revenues from MFXchange US Inc. (MFX US)
which has a very strong position in the US insurance market thereby supporting MFX’s business
prospects going forward.

While current scale of operations of the company remains quite small with services being offered only to
two clients, company is expected to witness healthy revenue growth momentum over the next 2-3 years
on back of steady increase in number of projects being outsourced by MFX US to MFX India. While the
company currently has about 270 employees, it had expanded its capacities by setting up a new office in
Whitefield, Bangalore during FY2016. On account of minimal capacity utilization of the aforementioned
office space, the margins of the company were constrained during FY2016. However, same had revived
during 9M FY2017 wherein operating margins of the company stood at 16.7%. This was primarily on
back of increase in scale of operations and better utilizations of the aforementioned office property. Going
forward, ICRA expects the margins of MFX to improve over the next 2-3 years supported by healthy
revenue growth. The company’s working capital intensity (WCI) was high at about 80.9% during FY2016
primarily on account of high credit period offered to MFX US. During 9M FY2017, the company’s WCI
improved wherein the debtor days reduced to 115 as against 261 during FY2016. Going forward, the
company’s working capital intensity is expected to gradually reduce with steady improvement in scale.

Analytical approach: For arriving at the ratings, ICRA has taken into account, inter alia, the explicit
support provided by QCL to MFX in the form of a corporate guarantee.

Links to applicable Criteria
http://www.icra.in/Files/Articles/Rating%20Meth%20Mar%202017.pdf

About the Company:

MFX Infotech Private Limited, incorporated on June 20, 2014, is a wholly owned subsidiary of Quess
Corp Limited. The company is currently engaged in rendering software support services to corporate
customers in India and Egypt and derives most of its revenues (more than 90%) from MFXchange US
Inc. (MFX US). As on FY2016, the company had around 266 employees.

MFXchange US Inc. (MFX US) is a specialist vertical system integrator for the insurance Industry
providing end-to-end services leveraging strong capabilities in PaaS (Platform as a Service), laaS
(Infrastructure as a service), ADM (Application Development & Maintenance), BPO, Analytics and GRC
(Governance, Risk and Compliance) services in an integrated services delivery model (iISDM).
Headquartered in Morristown, New Jersey, MFX US has additional locations and data centers in Virginia,
Texas, Toronto, Ireland, and multiple development centers under MFX in India under MFX.


http://www.mfxservices.com/end-to-end-service-provider-for-insurance-industry/
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Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years:

Table: Rating Histor

S.No | Name of Current Rating Chronology of Rating History for the
Instrument past 3 years
Month-
Month-
Rated Month-year & year & year & Month- year
) Rating S & Rating in
amount Rating . Rating in
Type in FY2014
(Rs. FY2016 FY2015
Crores)
March 2017 - - -
Fund based Long 6.00 | [ICRA]JAA- (SO)
1 facilities Term (Stable) - - -
Proposed Provisional
Fund based Short [ICRA]JAA- (SO)
2 facilities Term 4.00 (Stable) - - -

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 | Maturity Size of the Current Rating
instrument issuance rate Date issue and Outlook
(Rs. Cr)

[ICRA]JAA- (SO)

Fund based facilities 2015 - - 6.00 (Stable)
Provisional

Proposed Fund based [ICRA]JAA- (SO)
facilities - - - 4.00 (Stable)

Source: MEX Infotech Private Limited
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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 Serviceis ICRA’s largest
shareholder.

For more information, visit www.icra.in

© Copyright, 2017, ICRA Limited. All Rights Reserved
Contents may be used freely with due acknowledgement to ICRA

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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