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TELETALK PRIVATE LIMITED

July 2025
Rating

Instruments/ Facilities Amount (NPR Mn) Rating Rating Action

I 186.60 Downgraded from
Long Term Bank Facilities (Reduced from 315.00) IRN B IRN BB-

ees 464.00 Reaffirmed and
Short Term Bank Facilities (Reduced from 578.00 ) IRN A4 Removed from INC

Total 574.60%

*In case of facilities of Siddhartha Bank Limited, the total maximum facilities should not exceed NPR
203.80 Mn at any given point of time.
Details of Facilities are in Annexure 1 below

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has downgraded the rating from IRN BB-
(Double B Minus) to IRN B assigned to long term bank facilities of NPR 186.60 Mn and reaffirmed the
short term rating at IRN A4 (A Four) to short term bank facilities of NPR 464.00 Mn. Also, Infomerics
Nepal also has removed the ratings from “Issuer Not Cooperating” category.

Detailed Rationale

The downgrade of ratings assigned to the bank facilities of to Teletalk Private Limited (TTPL) factors
in significant deterioration in financial performance of TTPL during latest years where its Total
Operating Income (TOI) declined by ~61% over FY22-24 (NPR 549 Mn in FY24 vis-a-vis NPR 1,423
Mn in FY22). The primary reason behind such decline being poor performance of its in house built
“Colors” market brand which was ultimately discontinued from FY24. The rating downgrade also
considers ~48% decline in units sold during FY22-24 with its flagship product “Colors” unable to find
traction in the market. The continuous poor performances of its brands prompted TTPL to reduce its
dealership outposts with it reducing to 60 in FY24 from 82 in FY21, reflecting constrained market
situation. Likewise, the lowered operating income in FY24 coupled with heavy fixed operating costs
have driven the operating margin below negative from already lean margin of ~3% in FY23 leading
to stressed financial profile. Likewise, the rating also considers TTPL’s negative tangible net worth in
FY24, reflect deeper operational and structural weaknesses that could compromise the company's
long-term viability. The rating also takes a negative note of weakened capital structure driven by
negative TNW and working capital intensive nature of businesses as evidenced by heightened working
capital intensity of ~54% in FY24.

Nonetheless, the ratings take comfort from the company’s experienced promoters with prior
experience in trading sectors and their ability to sign strategic trade agreement with new brands.
Likewise, the ratings also supported from its long track record of operations and TTPL's associations
with strong promoter group (Ramesh Corporation). Going forward, the company’s ability to improve
its revenue profile, operating margins, and capital structure whilst improving its operating cycle will
remain key rating sensitivities.

Detailed Description of Key Rating Drivers
Key Rating Strengths

Parentage of Ramesh Corp with experienced promoter and experienced management team
TTPL is an integral part of Ramesh Corp and derives its strength from promoters having a strong
presence in Nepal through their group entities in broad sectors including manufacturing, service,
trading businesses among others. The directors of TTPL have over a decade of experience in trading
businesses associated with consumer electronics, such as mobile phones and home appliances. TTPL's
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Chairman, Mr. Rohit Gupta, is also the Vice Chairman of Ramesh Corp and holds directorship in
various other group companies. Furthermore, a proficient and experienced qualified team supports
the board across various functions leading to a better understanding of market dynamics and enabling
a sound relationship with the suppliers and the customers.

Established dealer network for Nokia mobile phones and Boat product

TTPL was the first mobile phone manufacturer in Nepal, launching its proprietary in-house brand.
Since September 2019, TTPL has served as the sole but non-exclusive authorized distributor of Nokia
mobile phones across Nepal. The pricing of these devices is determined directly by the supplier, HMD
Global Oy. While Nokia has long maintained strong brand recognition in Nepal's feature phone
segment, its entry into the Android smartphone market began in 2017. The global appeal of Nokia
smartphones continues to grow due to their innovative features and competitive pricing, a trend
reflected in the Nepalese market as well. Representing a globally recognized and emerging
smartphone brand like Nokia signifies a key strength for TTPL and its parent group.

Key Rating Weaknesses

Deteriorated financial profile underscored by poor performances of its brand in market
The financial performance of TTPL has significantly deteriorated in latest years with the company’s
TOI declining to ~NPR 1,423 Mn in FY24, representing a ~39% contraction over the previous year.
This followed a ~37% decline in FY23 and a ~33% reduction in FY22, highlighting a continued
downward trajectory. The decline in FY23-24 was primarily attributable to the continuous
underperformance of Colors brand leading to discontinuation of the Colors brand. Despite the
contraction in revenue, operating costs remained largely unchanged, resulting in significant pressure
on profitability. This is evidenced by a negative EBITDA margin in FY24, compared to an already lean
positive margin of 3.04% in FY23. The shift to negative EBITDA underscores heightened operational
stress. The company’s transition from low profitability to operating losses poses a serious threat to
its long-term viability. Likewise, the ratings also consider TTPL’s negative tangible net worth in FY24,
reflect deeper operational and structural weaknesses that could compromise the company's long-
term viability. The management’s ability to restore revenue growth while simultaneously improving
operational efficiency remains a key rating monitorable.

Leveraged capital structure

TTPL’s total debt declined significantly to NPR 299 Mn in FY24 from NPR 647 Mn in FY23. This
reduction was primarily driven by a contraction in working capital borrowings, reflecting a decrease
in business volumes. However, despite the lower debt levels, the company’s financial risk profile has
weakened due to sustained losses over the past two fiscal years, which have resulted in a complete
erosion of tangible net worth as of FY24. Consequently, the company’s overall gearing has turned
negative in FY24. The TOL/TNW ratio also remains negative, indicating a highly leveraged capital
structure on account of the negative net worth. Additionally, TTPL continues to report negative
interest coverage due to persistent operating losses. The ability of company to improve its operational
margins and ultimately improve its capital structure is key rating sensitivity.

Working Capital Intensive nature of business

The operating cycle of TTPL remains elongated in FY24 with the average collection period of TTPL
being ~132 days, inventory holding period at ~ 269 days and the overall operating cycle significantly
deteriorating to ~396 days from ~319 days in FY23. Elongation in operating cycle has led to
significantly higher working capital intensity of ~61% in FY24 and ~87% in FY23. The elongation in
working capital intensity primarily fuels from substantial increase in receivables and inventory holding
periods due to slow moving sales of its mobile brands. The prolonged cash conversion cycle, coupled
with weakening financial metrics, underscores elevated business, financial, and operational risks.

Competitive smartphone industry coupled with technological risks
The product life cycle of smartphone and wearable products is typically short due to rapid changes in
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technology and intense competition among mobile phone manufacturers. Hence, the ability to launch
innovative products at a competitive rate and increase its market share would have a bearing on
TTPL's short term financial outlook, as the fortunes of TTPL are currently linked with Nokia and boat
only as Colors brand was discontinued in FY24 owing to poor performances in the market.

Exposure to regulatory changes and foreign exchange risks

TTPL is partially constrained by a regulatory risk arising from various laws, regulations and policies
relating to consumer electronics like mobile phones and its accessories. However, implementation of
Mobile Device Management System (MDMS) effective from May 2023 onwards is expected to single
out grey phones currently in circulation and prevent the usage of illegally imported phones in the
future. In addition, TTPL is exposed to foreign exchange fluctuations due to currency mismatches, as
the products are imported (in USD) while the realization of traded goods is in the local currency.
Nevertheless, TTPL’s current pricing policy reduces exposure to foreign exchange risk to some extent.

Analytical Approach: Standalone

Applicable Criteria:
Corporate Credit Rating Methodology

Link to Past Rating Rationale:
Teletalk Private Limited: Bank Facilities Rating Revised and moved to Issuer not Cooperating
Category with notice of withdrawal

About the Company:

Incorporated on February 20, 2008 as Teletalk Private Limited which is promoted by Mr. Rohit Gupta,
Mr. Pratik Jalan and Mr. Sanjay Agrawal all belonging to Ramesh Corp. Currently, the company is
involved in sales of Nokia branded phones and boAt branded products all over Nepal.

Financial Indicators (Standalone)

FY22 FY23 FY24
For the year ended* As on - . _

Audited Audited Audited

Total Operating Income (NPR Mn) 1,423 900 549
EBITDA Margin (%) 5.95 3.04 Negative
Interest Coverage Ratio (x) 1.48 0.34 Negative

Current Ratio (x) 1.23 2.19 2.06
Overall Gearing Ratio (x) 4.05 7.63 Negative

Earnings before Interest Tax Depreciation Amortization (EBITDA)
*Classification as per Infomerics Nepal standards

Annexure 1: Details of Facilities:

S. N. Facilities F?I:Iinl?ti‘::s (:':: LI::::) Rating
1 -T—Z:i BL?)Zid Bank Facilities- Loan Term 186.6 (S?E\SeBB)
I B
3 E:Q n:;rs‘d I_Beati:s c>Bfagr|-(edit Short Term 27500 ({’-I\u:oﬁ?)

Total Bank Facilities 574.60

Note: In case of facilities of Siddhartha Bank Limited, the total maximum facilities should not exceed NPR
203.80 Mn at any given point of time.
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Analyst Contacts

Mr. Raunak Mulmi
Tel No.+977-1-4583304/4585906
raunak.mulmi@infomericsnepal.com

Ms. Ruchata shrestha
Tel No. +977-1-4583304/4585906
ruchata.shrestha@infomericsnepal.com

Relationship Contact

Mr. Rabin Pudasaini
Tel No.+977-1-4583304/4585906
rabin.pudasaini@infomericsnepal.com

About Infomerics Credit Rating Nepal Limited:

Infomerics Credit Rating Nepal Ltd. is Nepal’s third Credit Rating Agency licensed by the Securities
Board of Nepal (SEBON) on March, 2022. Infomerics Nepal is a subsidiary of Infomerics Valuation
and Rating Private Limited (Infomerics India) which is a SEBI registered and RBI accredited Credit
Rating Agency licensed in 2015. Infomerics Nepal aims to provide investors with objective analysis
and evaluation of credit worthiness of Banks, NBFCs, Large Corporates and Small and Medium Scale
Units (SMUS) via its rating and grading services. Thus, it is playing a key role in serving the financial
markets by reducing the information asymmetry among varied lenders and investors and facilitating
borrowers/issuers to various fundraising opportunities/avenues. Infomerics observes and maintains
ethical standards in its activities. For more information, visit https://infomericsnepal.com/

Infomerics Credit Rating Nepal Limited

Tanka Prasad Marga, Baneshwor Height, Kathmandu
Phone: +977-1-4583304/4585906

Email: info@infomericsnepal.com

Web: www.infomericsnepal.com

Disclaimer: Ratings assigned by Infomerics Nepal are an opinion on the credit risk of the issue / issuer and not a
recommendation to buy, hold or sell securities. Infomerics Nepal reserves the right to change, suspend or withdraw the
credit ratings at any point in time. Ratings assigned by Infomerics Nepal are opinions on financial statements based on
information provided by the management and information obtained from sources believed by it to be accurate and
reliable. The credit quality ratings are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security. We, however, do not guarantee the accuracy, adequacy or completeness
of any information, which we accepted and presumed to be free from misstatement, whether due to error or fraud. We
are not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities
whose bank facilities/instruments are rated by us have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. In case of partnership/proprietary concerns/Association of Persons (AOPs), the rating assigned
by Infomerics Nepal is based on the capital deployed by the partners/proprietor/ AOPs and the financial strength of the
firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans brought in by
the partners/proprietor/ AOPs in addition to the financial performance and other relevant factors.
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