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Rating Rationale

Acuité has assigned its long-term rating of ‘ACUITE BB’ (read as ACUITE double B') on the Rs.
21.50 Cr bank facilities of Raaga Mayuri Builders Private Limited (RMBPL). The outlook is
'Stable’.

The assigned rating reflects the extensive experience of the promoters of over two decades
in the real estate business and reputed lessee profile. These strengths are partially offset by
the absence of a debt service reserve account (DSRA) may lead to cash flow mismatches in
case of delays in remittance of rentals by the lessees and exposure cyclicality in the real
estate industry.

About the Company

Raaga Mayuri Builders Private Limited (RMBPL), incorporated in 27th of December, 2002, is a
Kurmnool (Andhra Pradesh) based real estate developer involved in constructing residential
and commercial projects and leasing activities. RMBPL is promoted by Mr Konikanti
Janardhana Reddy Ms Vanipenta Mani Reddy. RMBPL has completed more than 31 projects
in and around Kurnool and Hyderabad city, totaling around 2.5 million Sq. feet (mnsf) including
residential and commercial buildings. RMBPL also has entered into long term lease
agreements with reputed clientele like, Narayana Educational Society, NSPIRA Management
Services Private Limited, Ramesh Hospitals with the total leasable area of ~2.00 lakh square
feet leasable area. These agreements have a tenure ranging from10-20 years with price
escalation of 5 per cent.

Analytical Approach

Acuité has taken a standalone view of the business and financial risk profile of RMBPL to
arrive at the rating.

Key Rating Drivers
Strengths

Established track record and experienced management
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The Raaga Mayuri is promoted by Mr. Konikanti Janardhana Reddy (Managing Director) and
Ms. Vanipenta Mani Reddy who have more than two decades of experience as a real
estate developer activities. The Raaga Mayuri has completed more than 2.5 million square
feet of residential and commercial projects and plans to add further ~2.00 million square feet

on-going 11 projects under commercial and residential space. Alongside, RMBPL has
developed around 2 lakh square feet leasable area. Acuité believes that the promoters'
experience in the real estate industry, established frack record of operations, improving
demand for the residential units in Kurnool and Hyderabad area and long-standing
relationships with the tenants ensures to support the company’s revenue and profitability
over the medium term.

Moderate financial risk profile

RMBPL's financial risk profile is moderate, marked by moderate networth, moderate capital
structure and comfortable debt protection metrics. RMBPL has moderate net worth at Rs.
25.25 Cras on March 31, 2022 (Prov) against Rs. 23.66 Cr as on March 31, 2021. Company has
moderate capital structure marked by low gearing (debt-to-equity) and moderate total
outside liabilities to tangible networth (TOL/TNW) ratio of 0.80 times and 2.27 times
respectively, as on March 31, 2022 (Prov) vis-a-vis 0.74 fimes and 2.37 times March 31, 2021.
Debt protection metrics is comfortable, reflected in interest coverage (ICR), debt service
coverage and net cash accrual to total debt ratio (NCA/TD) of 2.75 times, 1.93 times, and
0.12 times, respectively, in FY2022 (Prov), FY2021 and FY2020. Acuité believes that the financial
risk profile is expected to remain at similar levels over the medium term.

Weaknesses

Intense competition and risks related to the timely renewal of lease contracts

The Raaga Mayuri Company has mostly executed its past projects in and around Kurnool
over last two decades and since 2019 the company expanded its foot print to Hyderabad
(Telangana). The real estate industry is highly fragmented with most of the real estate
developers led to intense competition from larger players the revenues of the company are
derived by way of rent from reputed corporates. In the event of non-renewal by existing
lessee, the future cash flows will be impacted thereby translating to weakening of debt
protection indicators. Timely renewal/leasing at similar or better terms than the existing
agreements will remain a key rating sensitivity factor.

ESG Factors Relevant for Rating
Not Applicable

Rating Sensitivities

Higher-than-expected cash flow improving debt protection metrics on a sustained basis
Any Significant delays in payment of lease rentals by the counterparties

Early payment of its loan obligation while maintaining its cash accruals

Lower than expected sales tfraction leading to increased dependence on debt

Material covenants
None

Liquidity position: Adequate

RMBPL's liquidity is adequate marked by healthy net cash accruals fo its maturing debt
obligations. RMBPL has generated cash accruals of Rs.1.70 Cr to 2.50 Cr during last three
ended March 31, 2022 (Prov) against debt obligations of Rs.0.50-1.00 Cr for the same period.
The cash accrual of the company is estimated in the range of around Rs.1.50 -2.50 Cr during
FY2023-FY2025 against repayment obligations of Rs.1.00 Cr to Rs.2.00 Cr for the same period.
The cash flow cover is expected to be comfortable during the tenure of the loan and its debf
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service coverage ratio (DSCR) expected to remain comfortable at an average of 1.23 times
over the tenure of the LRD loan, owing to the expectation of steady lease rentals and well-
structured debt repayment obligation. It has low cash and bank balance stood at Rs 0.16 Cr
and current ratio at 1.17 times as on March 31, 2022. Acuité believes that the liquidity of the
company will remain adequate with steady cash inflows from the reputed customers to cover

the debt servicing obligations.

Outlook: Stable

Acuité believes that the outlook on RMBPL will remain 'Stable' over the medium term on
account of experienced promoters in the real estate industry, steady cash flows from lease
rentals strong counterparties. The outlook may be revised to 'Positive' in case of a sharp
increase in the DSCR because of better-than-expected lease rentals or higher-than-
expected advances from customers resulting in adequate cash flows for early completion of
the project and prepaying the debt. The outlook may be revised to 'Negative' if a significant
dip in the lease rentals or re-negotiations leading to lower cash flows impacting the debt
protection metrics or unexpected termination of existing leases or substantial debt-funded
capital expenditure or higher than expected impact on rentals.

Other Factors affecting Rating
None

Key Financials

Particulars Unit FY 22 (Provisional) | FY 21 (Actual)
Operating Income Rs. Cr. 37.99 35.30
PAT Rs. Cr. 1.59 1.34
PAT Margin (%) 4.19 3.80
Total Debt/Tangible Net Worth Times 0.80 0.74
PBDIT/Interest Times 2.75 3.11

Status of non-cooperation with previous CRA (if applicable)
Not Applicable

Any other information
None

Applicable Criteria

* Default Recognition - https://www.acuite.in/view-rating-criteria-52.htm

* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-
53.htm

* Real Estate Entities: https://www.acuite.in/view-rating-criteria-63.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.ntm

Rating History:
Not Applicable
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Annexure - Details of instruments rated
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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 Ratfings 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 rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité.
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