
  

Rating Rationale 
24 Sept 2020 

 
Offprop Management Private Limited  

 
Brickwork Ratings assigns rating for the NCDs of Rs.37.50 crs of Offprop Management             
Private Limited  (‘Offprop’ or the ‘Company’)  
 
Particulars: 

Facility Amount (Rs Crs) Tenure Rating 
Fund Based 
Non Convertible 
Debentures (NCD) 37.50 Long term  

Provisional BWR B/ Stable 
Assigned 

Total 37.50 
Rupees Thirty Seven Crore and Fifty Lakhs 

only 
Please refer to BWR website www.brickworkratings.com/ for definition of the ratings; Details of  NCDsproposed to be raised 
are provided in Annexure-I  
 
Rating Action/Outlook 
 
The rating assigned is provisional as of now (as denoted by the prefix ‘Provisional’ before the                
rating symbol) and is subject to fulfilment of all the conditions as mentioned to BWR including                
execution of the transaction documents, and the executed documentation being in line with the              
draft terms shared with BWR. The final rating may differ from the provisional rating in case the                 
completed actions/documentation are not in line with BWR’s expectations. 
 
The Provisional rating on the proposed NCDs will be converted into a 'final' rating on receipt of                 
the following documents: 

● Executed Debenture Trust deed 
● Executed Sale deed  
● Tripartite Agreement between the Company, Seller of the asset and the tenant for the              

rental receipts. 
 
Additional related documents executed for the transaction should also be provided. 
 
The rating draws strength from the locational advantage of the asset proposed to be acquired at                
Mindspace Madhapur IT Park which is a Grade A business park in Hyderabad, fully leased to a                 
reputed tenant and structure of the NCD as detailed hereafter. However, the rating is constrained               
by the weak credit profile and the cash flows being wholly dependent on the sole tenant and                 
asset, thereby exposing the company to fluctuations in a single asset/market’s performance. The             
rating is also constrained by the nascent operations of the issuer, ability to arrange for outright                 
sale of the asset at the time of maturity, inherent lease agreement renewal and vacancy risk and                 
the vulnerability of cash flows to decline in rentals, especially in the current pandemic scenario,               
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wherein a sustained weakness in the economic environment may impact incremental leasing.            
Completion of the acquisition, as per the terms communicated to BWR, will remain a critical               
determinant of the rating, and BWR will continue to monitor the developments in this regard. 
 
The ‘Stable’ outlook indicates a low likelihood of rating change over the medium term.The              
rating outlook may be revised to Positive in case the company is able to achieve               
higher-than-anticipated rentals through rental escalations/ timely renewals, thus ensuring         
medium- to long-term revenue visibility and healthy cash inflows, thereby improving its debt             
protection metrics. The rating outlook may be revised to Negative in the case of a fall in                 
occupancy or rental levels, especially in view of the prevalent Covid-19-induced uncertainties,            
thereby weakening coverage and liquidity indicators and the overall financial risk profile.            
Subdued economic activity or extended periods of work-from-home may lead to build up of              
vacancy in the near term.  
 
Key Terms of the rated NCDs of Rs.37.50 Crs 
 
The NCDs to be raised through private placement from resident indian high networth individuals              
are proposed to be unsecured and would be utilised for acquisition of a Commercial Office               
Space Asset at Hyderabad for operations and management along with payment of fees, costs and               
expenses incurred in connection with the issue of the debentures. Orbis Trusteeship Services             
Private Limited is proposed as the Debenture Trustee. The NCDs are expected to carry a coupon                
of 7.45% p.a and shall be payable monthly subject to free cash flows. The NCD covenants                
include a clause for enhanced yield of 1% applicable for the first year only, a door to door tenor                   
of 10 years with bullet repayment at the end of the tenure through the asset sale. Also, the NCDs                   
carry an early redemption clause to the effect that if the underlying commercial property,              
acquired/purchased from the proceeds of the subject issue, is sold by the Company prior to the                
maturity date, the Company, at its option, may redeem all the Debentures by payment of the                
redemption amount. Additional covenants include redemption premium resulting in an IRR of            
not more than 28% on the redemption date and default interest rate of 2% over and above the                  
coupon rate.  
 
Key rating drivers  
 
Credit Strengths: 
● Favourable location of the commercial asset: The promoters are in the process of             

acquiring the Asst at Hyderabad jointly by Offprop Management Pvt Ltd and Propoff             
Management Pvt Ltd, entities which share a common management and with shares in the              
acquisition being 52.39% and 47.61% respectively. The asset is a 96950 sqft space in a               
building of Raheja Mindspace Madhapur IT Park, Hyderabad . Mindspace Madhapur IT            
Park is the largest Grade A business park in Hyderabad spread across 97 acres (10.6 million                
sf of leasable area) and ~98% leased to marquee tenants like Accenture, Qualcomm, BA              
Continuum, JP Morgan, Facebook, Amazon, among others. The asset is located in            
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Madhapur micro-market, the largest office micro-market in Hyderabad, with good physical           
infrastructure and direct connectivity to the airport and other parts of the city via rail and                
road network. 

 
● Present leasing status & occupancy levels: The present tenant is Qualcomm India Private             

Limited which has been occupying the asset since 2009 with renewals being done generally              
within a 5 year period with present lease expiry in Feb 2023 with a 4 year lockin upto Feb                   
2022. The rentals are fairly competitive vis a vis the micro market of Hitec City Hyderabad,                
with present rentals in the range of Rs.60-70 per sqft along with rental escalation of 5% on a                  
yearly basis. Qualcomm India Pvt. Ltd. is an established multinational company engaged in             
providing mobile communication, consumer electronic, and wireless devices etc. The space           
proposed to be acquired is fully occupied presently.  

 
 
Credit Concerns 
 
● Limited experience of the promoters in the commercial real estate segment – The             

promoters have a limited track record in the commercial office space leasing segment, with              
this venture being their first project in this sector.  

 
● Ongoing acquisition of the commercial real estate asset: The company along with            

Propoff Management Private Limited, which shares common management, is in the process            
of jointly acquiring a commercial real estate asset, a fully-leased property located in             
Hyderabad (9th and 10th Floor at Raheja Mindspace Madhapur IT Park) with a total              
leasable area of 96950 sqft. Total cost of Acquisition is ~Rs.100 crs which is proposed to be                 
funded by NCDs of Rs.37.50 crs in Offprop Management Pvt ltd and Rs.36.55 crs in               
Propoff Management Pvt Ltd to be raised from resident HNIs and the balance through              
equity from Non Resident Indians. BWR notes that the funding for the project is yet to be                 
tied-up. Final tie up of funds in line with the proposed terms and conditions shared with                
BWR will remain a key rating monitorable. 

 
● Vacancy risk and Single Tenant Risks: The company’s revenue and profitability are            

susceptible to the level of occupancy. The asset has only a single tenant , Qualcomm India                
Pvt Ltd exposing the company to revenue concentration and contract renewal risks.            
Although tenant stickiness is high thus far with the tenant being an established corporate              
which has been occupying the space since 2009 and may continue to occupy the property,               
any industry shock leading to vacancies may make it difficult to find alternate lessees within               
the stipulated time frame. This could adversely impact cash flow, and hence, will be a key                
rating sensitivity factor. The tenant vacancy risk is mitigated to a certain degree by the               
outstanding lease tenure of at least 2-3 years, lock in period upto Feb 2022, competitive               
rentals and significant investments in the fit outs.  
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● Weak financial risk profile - The company was incorporated on 30 Jan 2020 and is yet to                 
commence its commercial operations. Presently, no funds have been raised by the company             
and the credit profile is expected to improve only post raising of the funds, execution of the                 
sale deed and subsequent routing of the rentals. Further, the company’s ability to arrange for               
outright sale of the asset at the time of maturity or before would be a key rating sensitivity.                  
The financial risk profile will remain susceptible to any adverse changes in the operational              
profile of the asset, as well in the demand-supply scenario of the particular micro market in                
which the asset is located.  

 
● Single Project Portfolio: The company’s cash flows are dependent on the sole commercial             

asset which is yet to be acquired. As such the company’s revenue stream is susceptible to                
risks associated with timely execution of the sale deed and routing of lease rental              
receivables through the company.   

 
● Exposure to risks related to macro-economic scenario, particularly in the IT industry:            

The demand risk is dependent on the overall macro-economic scenario and particularly that             
of the IT industry. Any slowdown in the IT industry could lead to higher vacancy risk,                
thereby impacting the cash flows. BWR expects that muted economic activity and            
work-from-home practices adopted by most of the corporates on account of the COVID-19             
pandemic may lead to increased vacancy risk. 

 
Analytical approach and Applicable Rating Criteria 

BWR has adopted a Standalone approach while arriving at its rating and applied its rating               
methodology as detailed in the Rating Criteria (hyperlinks provided at the end of this rationale).               
The company does not have any subsidiaries. 

Rating sensitivities: 

The ability of the company to ensure timely raising of funds, complete acquisition of the               
property and execution of Tripartite Agreement for the lease rentals, ensure subsequent renewal             
and maintenance of occupancy levels and strengthen its financial risk profile would be key rating               
sensitivities. 

Positive: Going forward, keeping in view the current uncertainty of the deal, an upgrade in the                
near term is unlikely.  

Negative:  

● Delay in funding tie up, execution of the Sale deed and routing of lease rentals. 
● Decrease in the occupancy or the rentals on a sustained basis.  
● Higher than anticipated debt, weakening the financial risk profile 
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Liquidity - Stretched: The company’s liquidity position is stretched given that company is             
recently incorporated and is in the process of establishing a regular revenue stream. BWR              
expects the liquidity profile to remain stretched till the conclusion of the deal and regular inflows                
commence from rental receipts. BWR notes that presently, the company has no outstanding             
borrowings or repayment commitments.  
 
About the Company 
Offprop Management Pvt Ltd was incorporated on 30 Jan 2020 at Bangalore. The company is               
engaged in the business of operation and management of commercial real estate assets in India.               
The company along with Propoff Management Private Limited, which shares common           
management, are in the process of jointly acquiring a commercial real estate asset, a fully-leased               
property located in Hyderabad (9th and 10th Floor at Raheja Mindspace Madhapur IT Park) with               
a total leasable area of 96950 sqft. The company is expected to generate a regular revenue stream                 
through the lease rentals post the completion of the registration of the asset in its name.                
Additionally, the company would be executing a tripartite agreement with the sellers and the              
tenant to ensure the routing of lease rentals.  
 
The company’s Board of Directors include Mr. Sumanth Shivani Gopalakrishnarao and           
Ms. Rajendra Nagashree holding 50% shareholding each. 
 

Key Financial Indicators: 

The company was incorporated on 30 Jan 2020 and is yet to commence its commercial               
operations. Neither has it raised any funds as on date.  
 
Key Covenants of the facility rated: NA 
 
Status of non-cooperation with previous CRA: NA 
 
Rating History For The Previous Three Years [including withdrawal and suspended]  
 

Instrument Current Rating (Sep 2020) Rating History 

 Tenure Amount 
(Rs Crs) Rating 2019 2018 2017 

NCD - Proposed Long Term 37.50  Provisional BWR B/ Stable - - - 
Total 37.50 Rupees Thirty Seven Crore and Fifty Lakhs only 
 
Complexity Levels of the Instruments 
For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf 
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Hyperlink/Reference to applicable Criteria  
 
General Criteria Services Sector 

Approach to Financial Ratios  
 

Analytical Contacts Investor  and Media Relations 

Saakshi Kanwar 
Manager- Ratings  
Board: +91 80 4040 9940 Ext: 364 
saakshi.k@brickworkratings.com 
 
Rajee R 
Senior Director - Ratings 
B: +91 80 4040 9940 
rajee.r@brickworkratings.com 

Liena Thakur Assistant Vice President - 
Corporate Communications +91 84339 94686 
liena.t@brickworkratings.com 

1860-425-2742 

 
 

Offprop Management Pvt Ltd 
Annexure I 
NCD Details 

 
Instrument Issue date Amount 

(Rs. in crs) 
Coupon Maturity Date ISIN 

 
NCD 

Proposed 37.50 ~7.45% p.a payable  
monthly  

Tenure 10 
years 

 
- 

Total 37.50 Rupees Thirty Seven Crore and Fifty Lakhs only 
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For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your                    
print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change                    
the wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone                   
has the sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through any print                   
or electronic or digital media. 

About Brickwork Ratings : Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI]               
registered Credit Rating Agency and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan,                  
Non- convertible / convertible / partially convertible debentures and other capital market instruments and bonds,               
Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other            
structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc.             
BWR has rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also                
rated NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal             
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters and strategic partners.                  
BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh,                 
Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations. 

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the               
issuer and other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any                   
data distortion; however, it does not examine the precision or completeness of the information obtained. And hence,                 
the information in this report is presented “as is” without any express or implied warranty of any kind. BWR does                    
not make any representation in respect to the truth or accuracy of any such information. The rating assigned by                   
BWR should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and                    
BWR shall not be liable for any losses incurred by users from any use of this report or its contents. BWR has the                       
right to change, suspend or withdraw the ratings at any time for any reasons. 
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