X

'1‘ o

Press Release

2 Ratings

Professsanul Rk Opinson

Stellar Ventures Private Limited
February 26, 2021

Rating

Amount
(Rs. crore)

15.99 CARE BB; Stable
(Reduced from 26.02) (Double B; Outlook: Stable)

15.99
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Facilities/Instruments Ratings Rating Action

Long Term Bank Facilities Reaffirmed

Details of instruments/facilities in Annexure-1

Detailed Rationale and key rating drivers

The rating to the bank facilities of Stellar Ventures Private Limited (SVPL) continues to remain constrained on account of
slowdown in sales momentum for Stellar Business Park, slow Cashflows from the JV projects and subdued industry scenario.
The rating however, continues to derive comfort from experienced promoters, long track record of operations and cash flow
from sale of non-core investment.

Rating Sensitivities

Positive:
e Improvement in overall gearing below 0.50x on a sustained basis
e Improvement in sales momentum for remaining inventory in Stellar Business Park
Negative Factor:
e  Future increase in debt level, thereby increasing gearing above 3X
o Delayin realization from the sale of industrial plot and less than envisaged prepayment for outstanding term loan.

Detailed description of the key rating drivers

Key Rating Weaknesses

Slowdown in sales momentum for Stellar Business Park

Out of total saleable area of 6.88 Isf, the company has achieved bookings of 4.01 Isf i.e. 58.28% of total saleable area till
Dec 31, 2020 (PY: 3.99 Isf i.e. 58% of total saleable area sold till Feb-20). Owing to the overall subdued demand scenario in
the industry, the growth in the booking has been slow and due to cancellations, the change in net sold area is very low in
the last few years.

Further, out of total area sold for Rs.104.86 cr, Rs.102.39 cr have been received. Therefore, going forward, the ability of the
company to sell the remaining area in timely manner and realize the sale proceeds, would be key rating sensitivity.

Slow Cashflows from the JV Projects
SVPL has co-developed Stellar Ml Citihome and Stellar MI Legacy with M.I. Builders wherein SVPL had acted as the
contractor. SVPL has extended loan and advances of Rs. 3 Cr as its equity contribution as on Dec 31, 2019 which has came
down to Rs 2 Cr as on Dec 31, 2020. In the past 12 months ended Dec, 2020, SVPL has able to generate ~Rs.2.97cr from the
Project Citihome and Project Legacy.

Subdued industry scenario

With the on-going economic conditions, the real estate industry is currently facing issues on many fronts, including subdued
demand, curtailed funding options, rising costs, restricted supply due to delays in approvals, etc. thereby resulting in stress
on cash flows of developers. The industry has seen low demand in the recent past, primarily due to

factors like sustained high level of inflation leading to high interest rates and adverse impact on the buying power and
affordability for the consumers.

Key Rating Strengths

Experienced promoters

The Noida-based Stellar Group was promoted by Mr. Ravi Mohan Sethi, a Retired IAS officer, in 1996 for undertaking real
estate development. The Group has presence in real estate sector through various group companies including Stellar
Ventures Private Ltd., Stellar Parks Private Ltd. etc. The Group has developed real estate space of over 60 Isf. While in
service, Mr. R M Sethi had held key senior positions including Managing Director (Uttar Pradesh Financial Corporation and
Pradeshiya Industrial & Investment Corporation of U.P.), Secretary (Agriculture, UP) etc. He is assisted by his son Mr. Akshay
Mohan Sethi (Director in SVPL), who is an MBA from University of Chicago and joined the Group business after working as
a Strategy Consultant at McKinsey (New York).
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Long track record of operations

The company is predominantly present in Noida and it has executed 15 projects till March 31, 2020. The total area
developed by the company is over 61 Isf and currently completed Stellar One, located in GH-09, Sec-01, Greater Noida. The
total contract value is estimated at Rs. 301 cr. The project is divided into phases with phase-1 of Rs. 126cr. The company
has already Completed the project in February 2020. Further the company has proposed to prepay the term loan to the
extent of Rs.6¢r in Q4FY21 from the sale proceeds of industrial plot for Rs.21.5cr. The company has sold one industrial plot
in Q4FY21 for Rs.21.5cr and has already received Rs. 4.25 cr and final payment is expected to be received in Mar’21

Moderate Financial risk Profile

In FY 20, the total operating income has increased from Rs. 44.38 cr to Rs. 59.11cr, thereby, an increase of ~34%. The
increase in the income was on the account of increase in project receipts from Rs. 41.37 crin FY19 to Rs. 56.15 in FY20 from
the project ‘Stellar One’.

The debt coverage indicators also improved with overall gearing ratio at 1.22x (PY: 1.53x) as on March 31, 2020. The
improvement takes in to consideration the reduction in total debt from Rs. 64.24cr to Rs. 54.43, mainly on account of
reduction in term loans from Rs. 37.30cr to Rs. 12.73 cr as on March 31, 2020.

Sales realization from non-core investment

The liquidity during FY20 is managed by sale of shares in one of the group company at profit of Rs7.65cr and further during
FY21, the company has sold one of its industrial plot for Rs.21.5cr and has already received Rs. 4.25 crore. Further the
company plans to prepay the term loan to the extent of Rs.6cr from the balance realization from sale of plot and the
remaining will be used for other general corporate purpose. Given the slow cash flow from other projects, the prepayment
of loan and conservation of cash would be imperative for the company to meet its term loan obligation in timely manner.

Liquidity Position- Stretched

The liquidity of the company is stretched as reflected by low customer collection and sales momentum. The sales and
collection remained slow in the last one year due to subdued real estate scenario. In future, timely realization from
customer advances for timely payment of the interest and principal of term loan will be a key rating sensitivity. The company
has availed the moratorium offered by the bank.

Analytical approach: Standalone

Applicable Criteria

Criteria on assigning ‘outlook’ and ‘credit watch’ to Credit Ratings
CARE’s methodology for Real Estate Sector

Criteria for Short Term Instruments

Financial ratios — Non-Financial Sector

Liquidity Analysis of Non-Financial Sector Entities

CARE’s Policy on Default Recognition

About the Company
Incorporated in 1996, Stellar Ventures Private Limited (SVPL) is the flagship company of ‘Stellar’ Group which is actively
engaged in construction/development of residential and commercial projects in National Capital Region (NCR). The Noida-
based Stellar Group was promoted by Mr. Ravi Mohan Sethi, a Retired IAS officer, in 1996, for undertaking real estate
development. Mr. Sethi had held key positions during service, including Managing Director (Uttar Pradesh Financial
Corporation and Pradeshiya Industrial & Investment Corporation of U.P.), Secretary (Agriculture, UP) etc. Mr Sethi, currently
CMD of SVPL and Mr. Akshay Mohan Sethi, who is an MBA from University of Chicago and joined the Group business after
working as a Strategy Consultant at McKinsey (New York). The group has a major presence in the real estate sector through
various group companies such as Stellar Parks Private Limited, Fact Software Private Limited etc. The group has developed
over 61 Isf of area

(Rs. In crore)

Brief Financials (Rs. crore) FY18(A) FY19 (A) FY20(A))
Total operating income 32.93 44,38 59.11
PBILDT -1.74 1.65 7.34
PAT 1.21 1.88 2.81
Overall gearing (times) 2.03 1.53 1.22
Interest coverage (times) -0.14 0.17 0.98

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
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https://www.careratings.com/pdf/resources/Rating%20Outlook%20and%20credit%20watch%20_30May%202020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Short%20Term%20Instruments%20_Mar%202020.pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Sept2019.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2020.pdf
https://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_18June%202020.pdf
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Name of the Date of Coupon Maturity HHREHTR || REIT -a55|gn<?d
Issue along with Rating
Instrument Issuance Rate Date
(Rs. crore) Outlook
Fund-based - LT-Term i i i 15.99 CARE BB; Stable
Loan
Annexure-2: Rating History of last three years
Current Ratings Rating history
Sr Name of the Type Rating | Date(s) & | Date(s) & | Date(s) & | Date(s) &
’ Instrument/Bank Amount Rati Rati Rati Rati
No. Outstandi ating(s) ating(s) ating(s) ating(s)
Facilities utstanding Q a q q a q a a
acl (Rs. crore) assigned in | assigned in | assigned in | assigned in
’ 2020-2021 | 2019-2020 | 2018-2019 | 2017-2018
1 E 1 E BB;
CARE  |1)CARE BB; JCAR JCARE BB;
BB+; Stable | Stable
Fund-based - LT-Term BB; Stable
1. LT 15.99 - (17-Dec- (18-Dec-
Loan Stable |(06-Apr-20) 18) 17)

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not Applicable

Annexure 4: Complexity level of various instruments rated for this company
Sr.
No.

1. |Fund-based - LT-Term Loan Simple
Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity.
This classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome
to write to care@careratings.com for any clarifications.

Name of the Instrument Complexity Level

CARE Ratings Limited
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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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