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Prahitha Constructions Private Limited: [ICRA]BBB-(CE) rating assigned to term loans

Summary of rating action

Current Rated Amount

Instrument* Rating Action

(Rs. crore)
Term loans 1,000.0 [ICRAIBBB-(CE) (Stable); assigned
Total 1,000.0
*Instrument details are provided in Annexure-1
Rating Without Explicit Credit Enhancement [ICRA]BB+

Note: The (CE) suffix mentioned alongside the rating symbol indicates that the rated instrument/facility is backed by some form of explicit credit
enhancement. This rating is specific to the rated instrument/facility, its terms and its structure and does not represent ICRA’s opinion on the general
credit quality of the entity concerned. The last row in the table above also captures ICRA’s opinion on the rating without factoring in the explicit credit
enhancement

Rationale

The above rating is based on the strength of the corporate guarantee provided by Millennia Realtors Private Limited
(MRPL), the ultimate holding company of Prahitha Constructions Private Limited (PCPL), for the rated term loans. The
Stable outlook on this rating reflects ICRA’s outlook on the rating of the guarantor, MRPL.

Adequacy of credit enhancement

The rating of the instrument is based on the strength of the corporate guarantee provided by MRPL for the rated term
loans. The guarantee is legally enforceable, irrevocable, unconditional, covers the entire amount of the rated instrument.
Given these attributes, the guarantee provided by MRPL is adequately strong to result in an enhancement in the rating of
the said instrument to [ICRA]BBB-(CE) against the rating of [ICRA]BB+ without explicit credit enhancement. In case the
rating of the guarantor was to undergo a change in future, the same would reflect in the rating of the aforesaid
instrument as well.

Salient covenants related to the credit enhancement, as specified in the guaranteed documents
»  The guarantee is unconditional and irrevocable.

»  The Guarantor guarantees the Lenders of the due payments by the Borrower along with all interest payments, fees,
expenses and other charges to the Bank.

»  The Guarantor shall indemnify as it were the primary obligor and principal debtor to the secured parties.
»  The guarantee is continuing, joint and several.

»  The Guarantor agrees that it shall on Lender’s demand, without demur or dispute, forthwith pay all monies
guaranteed

»  The guarantee will not be affected by the bankruptcy, insolvency of the Borrower or Guarantor.
»  The decision of lender shall be final and binding on the Guarantor till repayments in full of all monies due to Lender.

»  The Guarantor shall waive all their rights under Sections 133, 134, 135, 139 and 141 of the Indian Contract Act, 1872.
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The rating also favourably factors in the strong execution track record of the RMZ Group in the commercial real estate
space. The rating also derives comfort from the favourable location of the RMZ Nexity project being developed by
Prahitha Constructions Private Limited (PCPL), which is expected to translate into adequate pre-leasing status by the
scheduled completion of the project. The project involves development of 3.2 million square feet (mn sqft) of leasable
office space (PCPL share of 2.1 mn sq ft) in Hitec City, Hyderabad. The rating also factors in the comfortable moratorium
period of five years for the rated term loan, which can partly mitigate risks of delays in development or leasing as
compared to targeted timelines.

The rating assigned is, however, constrained by the project execution and marketing risks due to the nascent stage of the
RMZ Nexity project. The work on the project was started in April 2019; construction and leasing of the project is
expected to be concluded over the next three years. Large upcoming supply of commercial office properties in
Hyderabad market could enhance market risk for the project. The rating is also constrained by the funding risks
associated with the pending equity contribution of approximately Rs 384 crore for the project; timely sponsor
contribution in line with the construction stage will be critical for commensurate release of bank funding.

Key rating drivers and their description

Credit strengths

Corporate guarantee from ultimate holding company — The rated term loan is backed by corporate guarantee from
Millennia Realtors Private Limited (MRPL, rated [ICRA]BBB- with stable outlook), which is the ultimate holding company
of PCPL.

Track record of the Group in commercial real estate — PCPL is part of the RMZ Group, which has completed nearly 20
mn sqft of commercial real estate development across cities such as Bangalore, Chennai, Hyderabad, Pune, Kolkata and
Gurgaon. The group has demonstrated track record of timely completion of large-sized projects with high occupancy
levels maintained across its properties.

Favourable location of the project — The RMZ Nexity project is located in Hitec City, Hyderabad, which has seen a
significant growth in demand and absorption of leased office space. The Group has recently completed The Skyview, a
3.9 mn sqft office building in the vicinity of Nexity, where occupancy levels are currently higher than 90%. The favourable
location of the project is expected to translate into adequate pre-leasing status by the scheduled completion.

Comfortable moratorium period — The rated term loan has a moratorium till March 2024 as compared to the targeted
completion date of September 2022 for the entire project. The extended moratorium is expected to partly mitigate risks
arising due to any delays in development or leasing of the project.

Credit challenges

High execution risk — The RMZ Nexity project involves development of 3.2 million square feet (mn sqgft) of leasable office
space (PCPL share of 2.1 mn sq ft) in Hitec City, Hyderabad. The project was launched in April 2019; construction of the
project is expected to be concluded over the next three years. Given the nascent stage of the project as on date, the
project is exposed to significant execution risks.

No pre-leasing as on date — The absence of pre-leasing tie-ups as on date enhances the market risks for the project.
Notwithstanding the group’s track record and low vacancy levels in the project’s micro-market currently, the company is
exposed to risks arising due to any decline in demand trends in the context of increased supply of under-construction
office space in the Hyderabad market.

Pending equity contribution — The total project cost of Rs 1,680 crore is being funded through term loan of Rs 1,065
crore with the remaining portion to be funded through equity and security deposits. There is funding risk associated with
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the pending equity contribution of approximately Rs 384 crore for the project; timely sponsor contribution in line with
the construction stage will be critical for commensurate release of bank funding.

Liquidity position: Adequate

PCPL’s liquidity is adequate with pending costs on the project to be met through a mix of drawdown of the sanctioned
term loan and incremental promoter contribution. The rated term loan has a debt service reserve account (DSRA)
covering six months of interest payments due, which is being maintained as on date. In addition, there is a corporate
guarantee from MPRL towards the rated term loans. The liquidity profile of the guarantor is also adequate, with
scheduled debt repayment obligations matched by projected cash flow from operation and financial flexibility resulting
from the large investment portfolio of MRPL to support its investment commitments.

Rating sensitivities

The above rating assigned to the term loans would remain sensitive to any movement in the rating or outlook of the
guarantor, Millennia Realtors Private Limited.

Analytical approach

Analytical Approach Comments

Corporate Credit Rating Methodology
Applicable Rating Methodologies Rating Methodology for Debt Backed by Lease Rentals
Approach for rating debt instruments backed by third-party explicit support
Parent Company: Millennia Realtors Private Limited
The rating is based on explicit support from ultimate holding company, Millennia
Realtors Private Limited, in the form of a corporate guarantee towards the rated
term loans.
Consolidation / Standalone The rating is based on standalone financial statements of the issuer.

Parent / Group Support

About the company

Prahitha Constructions Private Limited (PCPL) is a special purpose vehicle (SPV) incorporated by the RMZ Group for the
execution of the RMZ Nexity project located in Hyderabad. The project involves development and leasing of 3.2 msf of
office space in Knowledge City, Hyderabad on a 10.12 acre land parcel. The project is being developed under a joint
development agreement (JDA) wherein PCPL’s share of the ownership in leasable area will be 2.1 msf (64.5%). The
construction of the project has started in April 2019 and is expected to be completed by FY2023 in phases. PCPL is wholly
owned by RMZ Corp Holding Private Limited, which in turn is a 51% subsidiary of Millennia Realtors Private Limited
(MRPL), the ultimate holding company of the group. The remaining shares of RMZ Corp Holding Private Limited are held
by Capital M Pte Ltd, another holding company of the RMZ Group. The rated term loan is backed by corporate guarantee
from MRPL.
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Key financial indicators

FY2018 FY2019 (provisional)
Operating Income (Rs. crore) - -
PAT (Rs. crore) - -
OPBDIT/OI (%) - -
RoCE (%) - i
Total Outside Liabilities/Tangible Net Worth (times) 492.7 n.m.
Total Debt/OPBDIT (times) n.m. n.m.
Interest Coverage (times) n.m. n.m.
DSCR n.m. n.m.

Note: The project being developed by the company is still in construction stage and no revenues have been reported till
date.

Status of non-cooperation with previous CRA: Not applicable
Any other information: None

Rating history for past three years

Current Rating (FY2020) Rating History for Past 3
Years
Instrument Type Amount | Amount Rating FY2019  FY2018 | FY2017
Rated Outstanding | 03-Dec-19 - = =
1 | Termloan Long Term | 1,000.0 222.0 [ICRA]BBB-(CE) (Stable) - - -

Amount in Rs. crore

Complexity level of the rated instrument

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The
classification of instruments according to their complexity levels is available on the website www.icra.in
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Annexure-1: Instrument details

Instrument Date of Issuance/ Coupon Maturity Amount Rated Current Rating and
ISIN Name Sanction Rate Date (Rs. crore) Outlook
- Term loan 27-Dec-2018 - 5 years 1,000.0 [ICRAIBBB-(CE)(Stable)

Source: Prahitha Constructions Private Limited

Annexure-2: List of entities considered for consolidated analysis — Not applicable
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Analyst Contacts

Shubham Jain

+91-0124-4545306 Mathew Kurian Eranat

shubhamj@icraindia.com +91-80-4332-6415
mathew.eranat@icraindia.com

Ritika Periwal
+91-80-4332-6412
ritika.mundhra@icraindia.com

Relationship Contact

L. Shivakumar
+91 22 6114 3406

shivakumar@icraindia.com

MEDIA AND PUBLIC RELATIONS CONTACT

Ms. Naznin Prodhani
Tel: +91 124 4545 860
communications@icraindia.com

Helpline for business queries:
+91-9354738909 (open Monday to Friday, from 9:30 am to 6 pm)

info@icraindia.com

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit
Rating Agency Moody’s Investors Service is ICRA’s largest shareholder.

For more information, visit www.icra.in
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