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Aparna Constructions and Estates Private Limited

Instrument Amount Rating Action

In Rs. crore November 2016
Term Loan 394.50 [ICRA]BBB (Stable);reaffirmed

(earlier 489.25)

Secured Overdraft 35.00 [ICRA]BBB (Stable);reaffirmed
Cash Credit 25.50 [ICRA]BBB (Stable) (reaffirmed)
Bank Guarantee Nil

(earlier 5.00)
Unallocated Limits 99.75 [ICRA]BBB (Stable) (assigned)

(earlier nil)

ICRA has reaffirmed the long term rating at [ICRA]BBB (pronounced ICRA triple B) for Rs. 394.50 crore term
loans (earlier Rs. 489.25 crore), Rs. 60.50 crore working capital limits and assigned for Rs. 99.75 crore (earlier
nil) unallocated limits* of Aparna Constructions and Estates Private Limited (ACEPL)*. The outlook on the long
term rating is Stable.

The rating reaffirmation factors in the improvement in ACEPL'’s sales velocity to 72 units / month in H1 FY2017
when compared to 40 units / month during the same period last year (adjusted for bookings of recently
launched Aparna Serene Park, the sales velocity stood at 48 units/month in H1 FY2017 as against 40 units
/month in H1 FY2016). The rating also takes into account the healthy collections to sale value ratio with most of
the projects witnessing collections ahead of financial progress barring Aparna Elina as on September, 2016.
Further, ICRA takes note of the successful liquidation of majority of the inventory in Aparna Elina by way of bulk
sale, thus lowering the market risk for the project. The rating continues to factor in ACEPL’s established
position and brand image in the Hyderabad real estate market and the backward integrated nature of
operations with the group company, Aparna Enterprises Limited (rated [ICRA]BBB (Stable) / [ICRA]JA2),
supplying part of the building materials requirement resulting in better control over cost and quality. Further, the
company has track record of prepaying its debt through accelerated escrow mechanism out of the surpluses
generated from its projects.

The rating is however constrained by the decline in operating profitability to 12.07% in FY2016 from 16.22% in
FY2015, which along with the high gearing level at 1.90 times as on March 31, 2016 resulted in weak debt
coverage metrics - NCA/TD of 6% and TD/OPBDITA of 8.60 times in FY2016. The rating is also constrained by
high inventory of the projects - Aparna Serene Park, Aparna Cyberlife and Aparna Elixir, where 77% of the total
units from these projects are yet to be sold as on September, 2016 and are exposed to market risk. This risk is
more prominent in case of Aparna Elixir project, given the large ticket size, exposing the project to high funding
risk; the project is expected to depend on surplus cash from other projects for debt servicing. Further, the rating
is constrained by the exposure to execution risk for the recently launched projects (Aparna Serene Park and
Aparna Cyberlife) which are in the early stages of construction.

ICRA also takes note of the recent decision by Government of India to ban the legal tender of high
denominated currency notes of Rs. 500 and Rs. 1000 and replace the same with the new notes, which
is likely to lead to a shift in the way business operations are conducted in the real estate sector. This move
could lead to a deferment of purchase by the buyers in the near term on account of expectation of a price
correction, thus, leading to a slowdown in sales velocity.

Going forward, ability of the company to tie-up sales in a timely manner, maintain high collection efficiency,
timely execution of the ongoing projects with no time and cost over runs are the key rating sensitivities.

1100 lakh = 1 crore = 10 million
* For complete rating scale and definitions, please refer to ICRA’s website www.icra.in or other ICRA Rating
Publications.
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Company Profile

Aparna Constructions and Estates Private Limited (ACEPL), was incorporated in 1996 by Mr. S.
Subrahmanyam Reddy and Mr. C. Venkateswara Reddy to undertake real estate development. Till date,
ACEPL has completed around 22 projects in and around Hyderabad city totalling 7.48 million sqft; of which
residential accounts for 93% (6.98 million sqft) and commercial accounts for 7% (0.50 million sqft). Aparna
group has executed around 29 projects in and around Hyderabad totaling 12.37 million sqft. ACEPL is currently
developing 5.26 million sqft under 5 different projects. The company has ventured into the Bangalore market
during FY14 and is developing ~0.20 million sqft in Yeshwantpur.

ACEPL is the holding company of the Aparna group, which holds land bank under various companies and is
also vertically integrated into manufacturing of ready mix concrete, UPVC doors and windows and solid bricks;
the group also undertakes property management services.

Recent Results
ACEPL reported an operating income of Rs. 535.61 crore and net profit of Rs. 25.14 crore in FY2016 as
against operating income of Rs. 427.54 crore and net profit of Rs. 22.25 crore in FY2015.
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