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Facilities Amount (Rs. crore) Ratings’ Rating Action

CARE BB-; Stable
(Double B Minus; Outlook:
Stable)

2.96
(Reduced from 9.03)

Revised from CARE B+; Stable

Long Term Bank Facilities(i) (Single B Plus; Outlook: Stable)

Long Term Bank Facilities (ii) - - Withdrawn

2.96
Total Bank Facilities (Rs. Two Crore and
Ninety-Six Lakhs Only)

Details of facilities in Annexure |

Detailed Rationale & Key Rating Drivers

The revision in rating of long term bank facility (i) of New Front Housing (NFH) takes in to account successful completion of
Phase | and progress in sales in FY21 and YTDFY21 (April 01 to August 31, 2021) resulting in to pre-payment of term loan
availed and substantial reduction in OD limit availed by the firm.

The ratings remain tempered by project execution risk associated with Phase Il of the project which is at planning stage and
competitive and cyclical real estate industry.

However, the above weaknesses are partially underpinned by extensive experience of the promoters with long track record
of the firm and strategic location of the project.

CARE has withdrawn the rating assigned to the Bank facility (ii) of New Front Housing (NFH) with immediate effect, as the
firm has repaid the term loan in full and there is no amount outstanding under the loan as on date.

Key Rating Sensitivities

Positive Factors - Factors that could lead to positive rating action/upgrade:

e Successful completion of Phase Il the project with in the envisaged cost and time parameters

e  Better than envisaged pick-up in demand leading to higher sales realisations and timely receipt of customer advances

Negative Factors- Factors that could lead to negative rating action/downgrade:

e  Cost overrun by more than 20% of the envisaged cost along with significant delay in project completion

e Slower booking of units along with lower than envisaged sales realizations and delayed receipts of customer

e Anyincremental borrowings, deteriorating its overall gearing ratio over 3.00x on a sustained basis

e An un-envisaged increase in scope of project that may lead to cost escalation and change in funding pattern for the
project under execution

Detailed description of the key rating drivers:

Key Rating Weaknesses

Project risk associated with execution of Phase Il of the project

There has been change in the project cost of Phase | from Rs. 41.49 crore to Rs.59.93 crore. The cost overruns were majorly
funded through promoter’s infusion and partly through customer advances. The increased costs were incurred for FSI
purchase for the project and overhead expenses. Also, there has been delay in execution of phase | of the project, initially the
project was estimated to be completed by March 2020, however, the same was completed and has received the occupation
certificate issued by Pune Mahanagarpalika on November 20, 2020.

Furthermore, NFH is currently in the process of implementing Phase Il of the project, which is in initial stage of planning and
the funding pattern has also not been finalized. Further, in case of any delay in receipt of approvals might result in escalation
in the overall project cost leading to change in funding pattern for the project.

Presence in competitive and cyclical real estate industry: The firm is exposed to the cyclicality associated with the real
estate sector which has direct linkage with the general macroeconomic scenario, interest rates and level of disposable
income available with individuals. In case of real estate companies, the profitability is highly dependent on property markets.
A high interest rate scenario could discourage the consumers from borrowing to finance the real estate purchases and may
depress the real estate market. The real estate industry in India is highly fragmented with most of the real estate developers
having region-specific presence. NFH also faces competition from other real-estate projects in the area.
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Key Rating Strengths

Successful Completion of Phase | of the project

The firm has successfully completed the project and has obtained Occupancy Certificate dated November 20, 2020 from
Pune Mahanagarpalika. Furthermore, as on August 31, 2021, the firm has sold the un-booked 12 units of the project (out of
the 14 units un-booked considered at the time of last review) and the balance 2 units are pending on account of receipt of
consideration from the banker. In addition to above, the entity is yet to allocate balance 7 units to MHADA (Maharashtra
Housing and Area Development Authority) (out of the 21 un allocated at the time of our last review). The timely allocation of
the flats to MHADA may further result in inflow of the receivables there from.

Long track record and experience of the promoters: NFH is a part of New Front Group (NFG) which is one of the established
real estate groups in Pune. The group has been engaged in real estate business since past one and a half decade and has
completed projects around 5.92 Isf. Also, the group has three ongoing projects with a total saleable area of around 4.33 Isf.
The key partners in the group Mr. Mukund Deshpande and Mr. Pravin Ghadge have an average experience of over one
decade in the real estate business.

Strategic location of the projects: NFH is currently developing a project namely 48 East Park at Kalepada, Hadapsar Pune
which is very well connected to Pune Solapur Highway. The project is residential project with modern amenities targeting
customers from the middle class and lower middle class. In addition, the project is situated in area with easy access to basic
civic amenities such as schools, hospitals, colleges, malls, situated and has close proximity to Magarpatta city and Pune
Solapur Highway.

Liquidity: Adequate

The liquidity position is of NFH is adequate marked by higher cushion in the form of pending consideration of sale from
MHADA and other customers and repayment obligations (interest) and modest cash balance of Rs.0.81 crore as on March 31,
2021. Further, the average utilization of OD limit remained moderate at 59.51% with maximum utilization at 65.08% for the
past twelve months ended July 31, 2021.

Analytical Approach: Standalone

Applicable criteria

CARE’s Policy on Default Recognition

Criteria on assigning Outlook and credit watch to Credit Ratings
Criteria on real estate sector

Policy on Withdrawal of ratings

Liquidity Analysis of Non-Financial Sector Entities

Financial ratios — Non-Financial Sector

About the Company

Established in the year 2009, New Front Housing (NFH) is the SPV of New Front Group. The group has executed 14 projects of
around 0.59 Isf till 2020. NFH was established with a view to execute the real estate project namely “48 East Park” situated in
Hadapsar, Pune. The project comprises of two buildings namely East Park Phase | and East Park Phase Il. Phase 1 comprise of
1 and 2 BHK flats totalling to 220 flats of 14 floors.

tings

Opinson

Brief Financials (Rs. crore) 31-03-2020 (A) 31-03-2021 (P)

Total operating income 7.76 43.58
PBILDT 3.87 3.55
PAT 1.02 1.61
Overall gearing (times) 5.32 3.82
Interest coverage (times) 1.40 1.90

A: Audited; P: Provisional

Status of non-cooperation with previous CRA: Not applicable
Any other information: Not applicable

Rating History for last three years: Please refer Annexure-2

Covenants of rated facility: Detailed explanation of covenants of the rated facilities is given in Annexure-3
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http://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_Feb2020.pdf
http://www.careratings.com/pdf/resources/Rating_Outlook_and_credit_watch_May_2019.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20methodology%20for%20Real%20Estate%20Sector_%20Feb2020.pdf
http://www.careratings.com/pdf/resources/CARECreditRatingProcess.pdf
http://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2020.pdf
http://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Sept2019.pdf
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Complexity level of various facilities rated for this company: Annexure 4
Annexure-1: Details of Facilities
ize of th
Name of the Date of Coupon | Maturity Size of the Rating assigned along with
ISIN Issue .
Instrument Issuance Rate Date Rating Outlook
(Rs. crore)
Fund-based - LT-Term i i i 0.00 Withdrawn
Loan
Fund-based - LT-Bank Dec-
Overdraft - - 2021 2.96 CARE BB-; Stable
Annexure-2: Rating History of last three years
Current Ratings Rating history
N f th D D D
Sr. ame ot the Amount at.e (s) & at'e (s) & Date(s) & Rating(s) at‘e (s) &
Instrument/Bank ., X Rating(s) Rating(s) . i Rating(s)
No. o Type | Outstanding Rating . . . . assigned in 2019- . .
Facilities (Rs. crore) assigned in | assigned in 2020 assigned in
’ 2021-2022 | 2020-2021 2018-2019
1)CARE B+; | LCAREB; Stable; 1 4, pe gy,
1 Fund-based - LT- LT i i i Stable (04- ISSUER NOT Stable (02-
Term Loan Sep-20) COOPERATING* Jan-19)
P (05-Mar-20)
CARE 1)CARE B+;
2 E‘;:igi;‘:jr;g' LT 2.96 BB |- Stable (04- | - -
Stable Sep-20)

Annexure-3: Detailed explanation of covenants of the rated facilities — Not applicable

Annexure 4: Complexity level of various facilities rated for this company

Sr. No

Name of instrument

Complexity level

1 Fund-based - LT-Term Loan

Simple

Annexure 5: Bank Lender Details for this Company
To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity.
Investors/market intermediaries/requlators or others are welcome to write to care@careratings.com for any clarifications.
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https://www.careratings.com/Bankdetails.aspx?Id=gIX1K42fWtyLxzYYS9e/OA==
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About CARE Ratings:
CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.

Disclaimer
CARE’s ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate and reliable.
CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is 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 CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in case
of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial
performance and other relevant factors. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating. Our ratings do not factor in any rating related trigger clauses as per the terms of
the facility/instrument, which may involve acceleration of payments in case of rating downgrades. However, if any such
clauses are introduced and if triggered, the ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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