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Rating Rationale 

Acuité has assigned the long-term rating of ‘ACUITE B’ (read as ACUITE B) on the Rs. 400.00 Cr proposed 

NCD of Shreshta Infra Projects Private Limited (SIPPL). The outlook is ‘Stable’.  
 

The rating takes into cognizance the experience of the promoter in real estate development, favorable 

project location and the support extended by the promoter developer through regular infusion of funds in 

the form of unsecured loans. These strengths are however, partly offset by the below average financial risk 

profile of the group, risk of project execution, poor liquidity position and exposure to the risks in the real 

estate industry. 

 

About the company 
 

Shreshta Infra Projects Pv t Ltd. is a SPV floated by Adarsh Developers. It is developing a residential v illa 

project “Adarsh Sanctuary” in Kodati, Bangalore. The project has a total of 172 units with 0.58 mn sqft of 

builtup area out of which SIPPL has a share of 118 Villas with 0.41 msft. The project will be completed by 

February, 2024. The company is also developing “Adarsh Savana”, a plotted development project with 

saleable area of 2.6 mn sqft in Shreshta Infra Projects Pvt Ltd. The phase I of the project will be completed by 

October, 2022. 
 

About the group 
 
 

Established in 1988, by Mr. BM Jayeshankar and Mr. BM Karunesh, Adarsh Developers (AD) is a partnership 

firm engaged in carrying out the business of development and construction of residential and commercial 

projects. AD is the flagship as well as holding company of the Adarsh Group. Further, the group has ventured 

into hospitality business also.  

 

Adarsh Group has completed residential and commercial projects totalling over 12 mn sqft, including 1.2 mn 

sqft SEZ. Presently, they have 8-10 ongoing projects. Additionally, the group has a total land bank of around 

1000 acre (most are in Bangalore and Karnataka and some are in Chennai, Tamilnadu, Kerala and Goa). 

 

Alekhya Property Development Private Limited is another SPV floated by Adarsh Developers. It is currently 

developing an apartment project “Lake Front Phase-1 & 2” in Kaikondrahalli, North Bangalore. Earlier the 

project was launched in 2014, however due to some env ironmental issue the project was stalled and again 

relaunched in 2020. The project has a total saleable area of 1 mn sqft including TDR Area of 0.3 mn sqft. 

Currently, 40 per cent of the phase 1 of the project is completed and out of 344 flats, 153 flats are sold.  

 

Analytical Approach 
 

For arriv ing at this rating, Acuité has consolidated the business and financial risk profiles of Shreshta Infra 

Projects Private Limited (SIPPL) and Alekhya Property Developments Private Limited (APDPL) together 

referred to as the ‘Adarsh Project Group’ (APG). The consolidation is in the v iew of common management, 

cross collateralization of the NCDs and a similar line of business. Extent of consolidation: Full. 

 

Key Rating Drivers 

Strengths 
 

• Experienced management and long operational track record 
 

Adarsh Group has a long operational track record in the real estate industry for more than three decades. In 

addition to this, the partners Mr. BM Jayeshankar and Mr. BM Karunesh are highly experienced and actively 

involved in the operations of the group. Acuité believes that the long operational track record of the group 
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and promoter’s extensive understanding and expertise will support the group’s growth plans going forward. 

 

Weakness 
 

•    Below average financial risk profile 
 

The consolidated financial profile of APG is average marked by low networth, high gearing and weak debt 

protection metrics. The tangible net worth of the group decreased to Rs.4.64 Cr as on March 31, 2021 from 

Rs.3.56 Cr as on March 31, 2020 on account of losses incurred in FY2021. Gearing of the group stood high at 

89.78 times as on March 31, 2021 as against 106.70 times as on March 31, 2020. The debt of Rs.416.49 Cr 

consists of term loan of Rs.332.54 Cr and unsecured loan of Rs.83.95 Cr. The weak debt protection metrics of 

the group is marked by Interest Serv ice Coverage Ratio (ICR) at 0.51 times as on March 31, 2021 and Debt 

Serv ice Coverage Ratio at 0.50 times as on March 31, 2021. Acuité believes that financial risk profile of the 

group is expected to be improved over the medium term. 
 

 Exposure to the risks in the Real Estate Industry 

The business is exposed to the risk of volatile prices on account of frequent demand supply mismatches in 

the industry. The real estate sector is under high stress on account of large amounts of unsold inventory and 

high borrowing costs. This is primarily attributable to the high residential property prices due to persistent 

rollover of bank debt which has a cascading effect on the overall finance costs. Given the high degree of 

financial leverage, the high cost of borrowing inhibits the real estate developers’ ability to reduce prices. 

 

Rating Sensitivity 
 

 Timely receipt of customer advances 

 Improvement in financial risk profile  
 Scheduled completion of project 

 

Material Covenant 

None 
 

 

Liquidity Profile: Poor 
 

The group’s liquidity is poor marked by the recent delays in repayments of debts. Further the group is 

incurring continuous losses as the projects are in construction stage. The cash and bank balances of the 

group stood at Rs.9.06 Cr as on March 31, 2021 as compared to Rs.0.95 Cr as on March 31, 2020. However, 

the current ratio stood comfortable at 4.45 times as on March 31, 2021 as compared to 10.64 times as on 

March 31, 2020. Acuité draws comfort from the promoter’s regular fund infusion into the business. Acuité 

believes that going forward the group will also improve its liquidity position due to steady accruals buoyed 

by improvement in revenue realization. 
 

Outlook: Stable 
 

Acuité believes that the outlook on Adarsh Project Group will remain 'Stable' over the medium term on 

account of the long track record of operations, experienced management, and financial flexibility. The 

outlook may be rev ised to 'Positive' in case the group makes substantial progress on the bookings over the 

medium term. Conversely, the outlook may be rev ised to 'Negative' in case there is significant drop in 

bookings or any deterioration of financial risk profile leading to pressure on liquidity. 
 

About the Rated Entity - Key Financials (Consolidated) 
 

 Unit FY21 (Actual) FY20 (Actual) 

Operating Income Rs. Cr. 14.65 9.66 

PAT Rs. Cr. (26.99) (3.78) 

PAT Margin (%) (184.26) (39.13) 

Total Debt/Tangible Net Worth Times 89.78 106.70 

PBDIT/Interest Times 0.51 0.87 

 

Status of non-cooperation with previous CRA 

Not Applicable 
 

Any other information 

Not Applicable 
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Applicable Criteria 
 

• Default Recognition - https://www.acuite.in/v iew-rating-criteria-52.htm 

• Real Estate Entities- https://www.acuite.in/v iew-rating-criteria-63.htm 

• Financial Ratios And Adjustments - https://www.acuite.in/v iew-rating-criteria-53.htm 

• Consolidation Of Companies - https://www.acuite.in/v iew-rating-criteria-60.htm  

 

 

Note on complexity levels of the rated instrument  

https://www.acuite.in/v iew-rating-criteria-55.htm 

 

Rating History (Upto last three years) 

Not Applicable 

*Annexure – Details of instruments rated 
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ACUITE B/Stable 
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About Acuité Ratings & Research 

Acuité Ratings & Research Limited is a full-serv ice Credit Rating Agency registered with the Securities 

and Exchange Board of India (SEBI). The company received RBI Accreditation as an External Credit 

Assessment Institution (ECAI), for Bank Loan Ratings under BASEL -II norms in the year 2012. Since then, it 

has assigned more than 8,850 credit ratings to various securities, debt instruments and bank facilit ies of 

entit ies spread across the country and across a wide cross section of industries. It has its Registered and 

Head Office in Kanjurmarg, Mumbai. 
 

Disclaimer: An Acuit é rat ing does not  const it ut e an audit  of t he rat ed entit y and should not  be t reat ed as a 

recommendation or opinion t hat  is int ended t o subst it ut e for a financial adviser's or invest or's independent  assessment  of 

whet her t o buy, sell or hold any securit y.  Acuit é rat ings are based on t he dat a and informat ion provided by t he issuer and 

obt ained from ot her reliable sources. Alt hough reasonable care has been t aken t o ensure t hat  t he dat a and information 
is t rue, Acuit é, in part icular, makes no represent ation or warrant y, expressed or implied wit h respect  t o t he adequacy, 

accuracy or complet eness of t he information relied upon. Acuit é is not  responsible for any errors or omissions and 
especially st at es t hat  it  has no financial liabilit y what soever for any direct, indirect  or consequential loss of any kind ar ising 

from t he use of it s rat ings. Acuit é rat ings are subject  t o a process of surveillance which may lead t o a revision in rat ings as 

and when t he circumst ances so warrant. Please visit  our websit e (www.acuit e.in) for t he lat est  information on  any 
inst rument  rat ed by Acuit é. 

 

 


