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Rating Rationale

Acuité has reaffirmed its long-term rating of ‘ACUITE BBB-’ (read as ACUITE triple B minus) and
short-term rating of 'ACUITE A3' (read as ACUITE A three) on the Rs.120.00 Cr. on the bank
facilities of K Seshagiri Rao and Co. (KSRC). The outlook is 'Stable'.

Rationale for rating:

The rating reaffirmation considers the firm’s stable operating performance in slag handling
business and decent sales traction in the residential project with around Rs.86.00 Cr.
incremental sales registered over the past 15 months ending September 2025. The rating also
draws comfort from the company's long-standing presence in slag handling business,
favourable project location and above average financial risk profile. However, the rating
remains constrained by moderately intensive working capital operations and exposure
to execution and demand risk in the ongoing project. Going forward, sustained sales traction
and timely collections from customers will be a key rating monitorable.

About the Company

K Seshagiri Rao and Co. (KSRC) was established by late Mr. Koneru Seshagiri Rao in 1965. KSRC
is engaged in excavations, slag handling, scrap, skull recovery in steel industries, hiring of
heavy machinery and in the erection and commissioning of heavy machinery and other
Infrastructure equipment. In January 2021, the firm had launched a residential real estate
project ‘KSR Greens’ at Madeenaguda, Hyderabad, Telangana which is scheduled
to complete in March 2027. The Project comprising of total land area of ~ 12,748 sq. meters
which has a total build up area of ~ 1,07,602 sq. meters. The proposed project consists of 476
Nos. of 3BHK apartments spread in two towers Blocks “A” & “B” and a club house and each
tower is a stilt plus 30 floors. Total project cost is Rs.377.98Cr (revised from Rs.315.07Cr.) and
expected to be funded by promoter's contribution of about ~Rs.86.00Cr (revised from Rs.68.23
Cr.), bank funding of about Rs.100 Cr and remaining through customer advances.

Unsupported Rating
Not applicable
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Acuité has considered the standalone view of the financial and business risk profile of KSRC to
arrive at the rating

Key Rating Drivers
Strengths

Experienced management and reputed clientele

KSRC was established by late Mr. Koneru Seshagiri Rao in 1965 who had more than 5 decades
of experience in slag and material handling. Currently, his son Mr. K. Venkateswara Rao is
handling the business, who has more than 2 decades of experience in the industry. The firm
has an established relationship with reputed organizations like Jindal Steel Works Limited
(JSWL), Jindal Steel and Power Limited (JSPL), Tata Projects Limited, Rastriya Ispat Nigam Ltd
among others. Strong relationship with the key customers over the years has helped KSRC in
getting repeated orders. Acuité believes that the KSRC derives significant benefit from its
promoter experience and established strong relationships with its customers as well as
suppliers for repeated business.

Stable growth in revenue from slag handling business with steady sales in residential complex:
The firm registered a revenue of Rs.183.94 Cr. in FY2025 with a growth rate of ~14 percent
against FY2024 revenue of Rs.161.12 Cr. Slag handling segment majorly contributes to the
revenue with Rs.149.69 Cr. in FY2025 compared to Rs.148.03 Cr. in FY2024, while real estate
sales stood at Rs.34.09 Cr. in FY2025 compared to Rs.12.68 Cr. in FY2024. Additionally, during
the H1FY2026, the firm registered revenue of Rs.77.03 Cr. in slag handling segment against
Rs.63.46 Cr. registered during H1FY2025, this improvement is due to increased orders. Further,
the firm registered sales around Rs.39.76 Cr. in the residential project during the H1FY2026. The
firm as on September 30, 2025 has an unexecuted order book of ~Rs.664 Cr, providing revenue
visibility over the medium-term. The operating profits margin remained stable at 22.51 percent
in FY2025 compared to 20.87 percent in FY2024 while PAT margin declined to 2.75 percent in
FY2025 from 7.79 percent in FY2024 due to increased interest cost. Acuite believes, the
revenue will improve further over the medium-term on account of higher order book in slag
handling segment and expected stable sales in residential project.

Above average financial risk profile:

The firm’s financial risk profile is above average, marked by healthy net worth, low gearing
and above average debt protection metrics. The firm’s net worth stood at Rs.156.76 Cr. as
on March 31, 2025 against Rs.153.71Cr as on March 31, 2024. The improvement in net worth is
due to accretion of profits to reserves during the period. However, the promoters have
withdrawn Rs.2.01 Cr. during the year. The total debt level comprising long-term debt of
Rs.128.17 Cr, unsecured loans of Rs.14.47 Cr. and short-term debt of Rs.35.52 Cr. increased to
Rs.177.97 Cr. as on March 31, 2025 compared to Rs.130.28 Cr. as on March 31, 2024. This
resulted in marginal decline in the gearing level and total outside liabilities to tangible
networth (TOL/TNW) to 1.14 times and 1.71 times, respectively as on March 31, 2025 from 0.85
times and 1.14 times as of March 31, 2024. The debt protection metrics stood above average
with debt service coverage ratio (DSCR) and ICR of 1.30 times and 2.42 times respectively as
on March 31, 2025. Debt to EBITDA stood at 4.30 times as on March 31, 2025 against 3.87
times as on March 31, 2024. Acuite believes that the financial risk profile of the firm will remain
at similar levels over the medium term.

Weaknesses

Moderately intensive working capital operations

The firm’s working capital operations remained moderately intensive with the high gross
current asset (GCA) days of 735 day in FY2025 against 650 days in FY2024. The elongation in
GCA days is due to increasing inventory as work-in-progress from real estate segment. The
inventory in slag handling business includes spares and fuel stock. However, elongated
receivables period at 101 days in FY2025 lead to moderate dependency on the fund based
working capital limits, which were utilized at an average of ~81 percent during the past 12
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months ending September, 2025. Acuite believes that the working capital cycle of the firm will
remain moderately intensive over the medium term as the nature of the business requires to
maintain adequate stock levels for continuous operations.

Moderate project progress and with exposure to saleability and project execution risk:

As on September 30, 2025, the firm has incurred Rs.242.44 Cr. of the revised Rs.377.98 Cr.
project cost, reflecting an incremental progress of Rs.39.12 Cr. over the last 15 months,
indicating steady pace of construction progress. The project has undergone a cost
escalation to Rs.377.98 Cr. from Rs.314.27 Cr. due to additional excavation requirements and
inclusion of GST on construction. The funding risk for the project is moderate, with revised
project of Rs.377.98 Cr. being funded through a mix of Rs.60 Cr. equity, Rs.100 Cr. term loan,
unsecured loans of Rs.26.6 Cr. (increased from Rs.7.5 Cr. earlier) and the balance Rs.191.45 Cr.
from customer advances. The company has drawn ~Rs.80 Cr. of the sanction term loan as of
September 2025 and the lender’s approval for extending DCCO by one year has shifted the
loan repayment start date to March 2027. This alignment between project completion and
repayment commencement provides liquidity relief. Customer advances of Rs.134.50 Cr.
against the total sales of Rs.164.58 Cr. as on September 2025 indicates healthy cash inflows
from operations. The promoters are expected to infuse an additional Rs.12.25 Cr. inform of USL
during the next 6 months, which is expected to further strengthen the liquidity. Out of the total
saleable area of 8,19,500 sq.ft, only Tower B, comprising 4,09,900 sq.ft has been launched for
sale. As of September 2025, the company has sold 2,55,870 sq.ft in Tower B, translating into 62
percent of the total area available for sale in Tower B. the project has achieved cumulative
sales of Rs.164.58 Cr. as on September 2025, with customer advances of Rs.134.50 Cr,
reflecting healthy collection efficiency. Acuite believes that any delay in project construction,
leading to delay in the operations and sale of the project, can impact cash flows. Hence,
timely completion and selling will continue to key rating sensitivity factors.

Inherent risk of capital withdrawals in partnership firms

K Seshagiri Rao & Co is susceptible to the inherent risk of capital withdrawals by partners,
given its constitution as a partnership firm. Any substantial withdrawals from partners capital
will have a negative impact on the firm's financial risk profile and can constrain the firm's
ability to maintain adequate liquidity.

Rating Sensitivities
= Consistentimprovement in the scale of operations and improvement in profitability.

= Better-than-expected sales performance or faster-than-anticipated construction
progress, resulting in healthy cash flows.

« Any significant delay in project completion or any significant cost over-runs in on-going
projects.

« Significant fund withdrawals and deterioration in the working capital cycle leading to
stress on the liquidity position.

Liquidity position: Adequate

The firm registered net cash accruals (NCAs) of Rs.13.40 Cr. as on March 31, 2025 against the
maturing debt obligations of Rs.6.40 Cr. NCA’s are expected to range between Rs.20-25 Cr.
over the medium term along with adequate cash flow in real estate project, which would
comfortably meet the expected repayment range of Rs.6.00-75 Cr. The firm's current ratio
stood at 2.82 times as on March 31, 2025 and the GCA days remained high at 735 days in
FY2025. The fund-based bank limits were utilized at an average of 81 percent during the past
12 months ending September, 2025. Additionally, the firm also has Rs.3.48 Cr. free balances
with bank, providing additional liquidity comfort. Further, the average debt service
coverage ratio stood at 1.52 times throughout the tenure of the loan taken for residential
project construction.
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Acuite believes that the liquidity position of the firm will remain adequate over the medium
term on account of sufficient cash accruals against repayment obligations.
Outlook: Stable

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 25 (Actual) FY 24 (Actual)
Operating Income Rs. Cr. 183.94 161.12
PAT Rs. Cr. 5.06 12.55
PAT Margin (%) 2.75 7.79
Total Debt/Tangible Net Worth Times 1.14 0.85
PBDIT/Interest Times 2.42 2.49

Status of non-cooperation with previous CRA (if applicable)

Not applicable

Any other information
None

Applicable Criteria

e Default Recognition :- https://www.acuite.in/view-rating-criteria-52.htm
e Infrastructure Sector: https://www.acuite.in/view-rating-criteria-51.htm
e Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-

53.htm

Note on complexity levels of the rated instrument
In order to inform the investors about complexity of instruments, Acuité has categorized such
instruments in three levels: Simple, Complex and Highly Complex. Acuite’s categorisation of
the instruments across the three categories is based on factors like variability of the returns to
the investors, uncertainty in cash flow patterns, number of counterparties and general
understanding of the instrument by the market. It has to be understood that complexity is
different from credit risk and even an instrument categorized as 'Simple' can carry high levels
of risk. For more details, please refer Rating Criteria “Complexity Level Of Financial

Instruments” on www.acuite.in.
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Rating History

Name of Amount
Instruments/Facilities Term (Rs. Cr)

Bank Guarantee |Short

Date Rating/Outlook

(BLR) Term 4.00 ACUITE A3 (Upgraded from ACUITE A4+)
. Long ACUITE BBB- | Stable (Upgraded from ACUITE
20 Sep Cash Credit Term 14.00 BB+)
2024 . Long ACUITE BBB- | Stable (Upgraded from ACUITE
Dropline Overdraft Term 2.00 BB+)
Long ACUITE BBB- | Stable (Upgraded from ACUITE
Term Loan Term 100.00 BB+)
Bank Guarantee |Short 4.00 ACUITE A4+ (Downgraded & Issuer not co-
(BLR) Term ) operating* from ACUITE A3)
Long ACUITE BB+ (Downgraded & Issuer not co-

28 Jun Cash Credit Term 14.00 operating™* from ACUITE BBB- | Stable)

2024 . Long ACUITE BB+ (Downgraded & Issuer not co-
Dropline Overdraft Term 2.00 operating* from ACUITE BBB- | Stable)
Long ACUITE BB+ (Downgraded & Issuer not co-
Term Loan Term|00-00 operating* from ACUITE BBB- | Stable)
Bank Guarantee |Short .
(BLR) Term 4.00 ACUITE A3 (Reaffirmed)
Cash Credit Long 14.00 ACUITE BBB- | Stable (Reaffirmed)
04 Apr Term
2023 Dropline Overdraft %’Zpri 2.00 ACUITE BBB- | Stable (Reaffirmed)
Term Loan 'Ii'z?ri 100.00 ACUITE BBB- | Stable (Reaffirmed)
Bank Guarantee |Short .
(BLR) Term 4.00 ACUITE A3 (Reaffirmed)
Cash Credit 'Ii'z?ri 13.00 ACUITE BBB- | Negative (Reaffirmed)
18 Feb|Proposed Long Tern Long . .

2022 Bank Facility Term 1.00 ACUITE BBB- | Negative (Reaffirmed)
Dropline Overdraft 'Ii'z?ri 2.00 ACUITE BBB- | Negative (Reaffirmed)
Proposed Long Term| Long . .

Loan Term 100.00 ACUITE BBB- | Negative (Assigned)
Acuité Ratings & Research Limited WWW.acuite.in

- RN
W
3 ~



Annexure - Details of instruments rated

Lender’s - Date Of | Coupon | Maturity |Quantum [Complexity .
Name ISIN Facilities Issuance Rate Date | (Rs.Cr.) Level Rating
HDFC | Not avl. Bank Not avl. | Not avl. | Not avl. ACUITE A3

Bank /Not |Guarantee| /Not / Not / Not 4.00 Simple |
Limited | appl. (BLR) appl. appl. appl. Reaffirmed
HDFC | Not avl. Cash Not avl. | Not avl. | Not avl. AB%léI_TF

Bank / Not Credi / Not / Not / Not 14.00 Simple Stabl
Limited | appl redit appl appl appl avle l

' ) ) ) Reaffirmed
HDFC | Notavl. Dropline Not avl. | Not avl. | Not avl. AB%%I_TF
Li?jir*::d éNoIt Overdraft éNolt éNolt /aNolt 2.00 Simple Stable |
ppL. PPl PPl Ppl. Reaffirmed

State | Notavl. Not avl. | Not avl. 31 Dec g%lél_TF
Bankof | /Not |TermLoan| /Not / Not 100.00 | Simple

India appl appl appl 2027 Stable |

PRI PP PP Reaffirmed
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Contacts

Mohit Jain Contact details exclusively for investors and
Chief Analytical Officer-Rating Operations lenders

Katta Akhil Mob: +91 8591310146

Senior Analyst-Rating Operations Email ID: analyticalsupport@acuite.in

About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratings under BASEL-Il norms in the year 2012. Acuité has
assigned ratings to various securities, debt instruments and bank facilities of entities spread
across the country and across a wide cross section of industries. It has its Registered and
Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not
be treated as a recommendation or opinion that is intended to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Ratings assigned by Acuité are based on the data and information provided by the issuer
and obtained from other reliable sources. Although reasonable care has been taken to
ensure that the data and information is true, Acuité, in particular, makes no representation or
warranty, expressed or implied with respect to the adequacy, accuracy or completeness of
the information relied upon. Acuité is not responsible for any errors or omissions and especially
states that it has no financial liability whatsoever for any direct, indirect or consequential loss
of any kind, arising from the use of its ratings. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in ratings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité. Please visit https://www.acuite.in/fags.htm to refer FAQs on
Credit Rating.

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members
of any rating committee and therefore do not participate in discussions regarding the rating
of any entity.
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