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Facilities/Instruments ;\mount Rating Action
(Rs. crore)
- CARE BB-; Stable .
Long Term Bank Facilities 0.73 (Double B Minus; Outlook: Stable ) Assigned
CARE BB-; Stable / CARE A4

Lon_g_ '_I'erm / Short Term Bank 1.77 (Double B Minus ; Outlook: Stable/ Reaffirmed
Facilities (Reduced from 2.50)

A Four )
Short Term Bank Facilities 5.00 CARE A4 Reaffirmed

(A Four)

7.50
Total Bank Facilities (Rs. Seven Crore and
Fifty Lakhs Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The rating of Kataria Construction Private Limited (KCPL) continues to remain constrained by small scale of operations, residual
project execution risk, marketing risk associated with unsold property, cyclicality and seasonality associated with real estate
industry and exposure to local demand-supply dynamic, Inherent risk associated with Real Estate sector, and stretched liquidity
position of the company. Further, the ratings, continue to derive comfort from experienced management.

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

e Ability to increase collections/ realizations from its ongoing projects
e Timely realization of customer advances.

Negative Factors- Factors that could lead to negative rating action/downgrade
e Slowdown in collections/ sales momentum
¢ Any incremental borrowing leading to overall gearing above 1.50x on a sustained basis

Key Rating Weaknesses

Small scale of operations: The scale of operations of the company stood small marked by a total operating income and gross
cash accruals of Rs.23.04 crore and Rs.1.27 crore respectively during FY21 (FY refers to the period April 01 to March 31) as
against Rs. 18.99 crore and Rs. 1.17 crore during FY20.The improvement in Income from operation is due to sale of high value
properties. Further, the net worth base improved marginally though remain moderate at Rs.17.02 crores as on March 31, 2021.
During 11MFY21 (refers to the period April 01 to February 28, 2022), the company has achieved the total operating income of
~Rs.9 crores.

Residual project execution risk: Currently, the company is developing residential apartment projects in New Delhi having
total saleable area of 0.18 lakh square feet (Isf). The company is in possession of the project land; and necessary
permissions/approvals and necessary clearances regarding construction have already been obtained. The total cost of the projects
is Rs 31.10 crore. This exposes the company towards residual project execution risk. Furthermore, the completion of the residual
project is mainly linked to external funding. This in turn will affect the timely completion of the project.

Marketing risk associated with unsold property: The effective execution of ongoing projects and timely collection of
advances of the flats to be developed under the projects will remain critical determinant for the credit profile of the company.
Further, real estate sector has been witnessing muted housing demand in the recent past. Therefore, marketing risk associated
with sale of outstanding inventory remains as a concern for KCPL in order to fund its residual construction cost.

Cyclicality and seasonality associated with real estate industry and exposure to local demand-supply dynamic:
The company is exposed to the cyclicality associated with 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. This exposes these companies to the vagaries of 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.

Inherent risk associated with Real Estate sector: For Real Estate sector, with consumers becoming more discerning, ready-
to-move-in homes will be the main demand drivers in the coming period as well. Developers will continue to focus on reducing
their present inventory, before launching new projects. The developer’s track record, quality of construction and delivery timelines,
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will be crucial aspects that home buyers will consider, in their purchase decisions. With RERA in place, the investment environment

is also expected to improve. The expected capital inflow would help the segment. Additionally, with the government providing
benefits for affordable housing, including setting up of a dedicated fund, we can expect more private developers to get into this
segment.

Moreover, SEBI has given its approval for the Real Estate Investment Trust (REIT) platform which will help in allowing all kinds of
investors to invest in the Indian real estate market. Responding to an increasingly well-informed consumer base and, bearing in mind
the aspect of globalisation, Indian real estate developers have shifted gears and accepted fresh challenges. The most marked change
has been the shift from family-owned businesses to that of professionally managed ones. The growing flow of FDI into Indian real
estate is encouraging increased transparency. Developers, to attract funding, have revamped their accounting and management
systems to meet due diligence standards.

Key Rating Strength

Experienced management: Kataria Constructions Private Limited is being promoted by Mr. Sandeep Kataria and Mr. Pradeep
Kataria Mr. Pradeep Kataria is a graduate by qualification and has an experience of more than two and half decades in real estate
industry through his association with KCPL. Mr. Sandeep Kataria is a graduate by qualification and has an experience of more
than two and half decades in real estate industry through his association with KCPL.

Liquidity analysis: Stretched

The liquidity position of the company remains stretched marked by tightly matched accruals vis-a-vis repayment obligations.
Further, the average overdraft limit utilization remained 75% during past 12 months ended February 28, 2022. Further, the
company has low cash and bank balance of Rs.0.44 crore as on March 31, 2021.

Analytical approach: Standalone

Applicable Criteria

Policy on default recognition

Financial Ratios — Non financial Sector

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch

Rating methodology for Real estate sector
Short Term Instruments

About the Company

New Delhi based Kataria construction private Limited (KCPL) incorporated in the year 1983 & is engaged in the construction of
residential builder flats in New Delhi. The developer purchases the property and constructs the flats based on the guidelines from
Municipal Corporation and as per the client requirements. As per the agreement with the landowner and profitability associated
with each floor, the developer takes 1 or 2 units/floors from the total no. of floor constructed for the client.

Brief Financials (Rs. crore) 31-03-2020 (A) 31-03-2021 (A) 11MFY22*(UA)

Total operating income 18.99 23.04 9.00
PBILDT 4.04 3.81 NA
PAT 0.97 1.06 NA
Overall gearing (times) 1.35 1.43 NA
Interest coverage (times) 1.61 1.79 NA

A: Audited, UA: unaudited; NA: Not Available
*Refers to the period from April 1, 2021, to December 31, 2021.

Status of non-cooperation with previous CRA: CRISIL has retained the rating of Kataria construction private Limited (KCPL)
vide Press release dated July 19, 2021

Any other information: Not Applicable

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

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in

Annexure-3

Complexity level of various instruments rated for this company: Annexure 4
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Rating assigned along with

Rating Outlook

Fund-based - ST-Bank

Overdraft - - - 5.00 CARE A4
Fund-based/Non-fund- _ . i B

based-LT/ST 1.77 CARE BB-; Stable / CARE A4
Eg;g “based - LT-Term - - July 2024 0.73 CARE BB-; Stable

Annexure-2: Rating

History of last three years

Current Ratings Rating history
Date(s) & Date(s) & Date(s) & Date(s) &
LT G Amount Rating(s) Rating(s) Rating(s) Rating(s)
Instrument/Bank . . " " " .
Facilities Type Outstanding | Rating _aSSIgned _aSSIgned _aSSIgned _aSSIQned
(Rs. crore) in 2021- in 2020- in 2019- in 2018-
2022 2021 2020 2019
1 Fund-based - ST- ST 5.00 CARE 1)CARE A4 _ 1)CARE A4 1)CARE A4
Bank Overdraft ) A4 (06-Apr-21) (15-Jan-20) | (07-Jan-19)
g’;\f‘,E 1)CARE BB- 1)CARE BB- | 1)CARE BB-
Fund-based/Non- " ! ; Stable / ) ; Stable / ; Stable /
2 | fund-based-LT/sT | LT/5T 1.77 ?I;?Rbllfe /| CARE A4 CAREA4 | CARE A4
A4 (06-Apr-21) (15-Jan-20) | (07-Jan-19)
CARE
3 Fund-based - LT- LT 0.73 BB-;
Term Loan
Stable

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

Annexure 4: Complexi

level of various instruments rated for this compan

Complexity level

Name of instrument

1 Fund-based - LT-Term Loan Simple
2 Fund-based - ST-Bank Overdraft Simple
3 Fund-based/Non-fund-based-LT/ST 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 Ratings Ltd. has classified instruments rated by it on the basis of
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any clarifications.
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Media Contact

Name: Mradul Mishra

Contact no.: +91-22-6754 3573
Email ID: mradul.mishra@careedge.in

Analyst Contact

Name: Shivam Tandon

Contact no.: +91- 11-4533 3263

Email ID: shivam.tandon@careedge.in

Relationship Contact

Name: Swati Agrawal

Contact no.: +91-11-4533 3200
Email ID: swati.agrawal@careedge.in

About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide array
of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by knowledge
and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating process
that leverages our domain and analytical expertise backed by the methodologies congruent with the international best practices.
CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including CPs,
corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited 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. These ratings do not convey suitability or price for the investor. The agency does not constitute an audit on
the rated entity. CARE Ratings Limited has based its ratings/outlooks based on information obtained from reliable and credible
sources. CARE Ratings Limited does not, however, guarantee the accuracy, adequacy or completeness of any information and
is not responsible for any errors or omissions and the results obtained from the use of such information. Most entities whose
bank facilities/instruments are rated by CARE Ratings Limited have paid a credit rating fee, based on the amount and type of
bank facilities/instruments. CARE Ratings Limited or its subsidiaries/associates may also be involved with other commercial
transactions with the entity. In case of partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings Limited
is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The
rating/outlook may undergo a 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 Ratings Limited is not responsible
for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’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.careedge.in
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