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CRISIL Research assigns IPO grade 2/5 to Nitesh Estates Limited

CRISIL has assigned a CRISIL 1PO Grade "2/5" (pronounced "two on five") to the proposed initial public
offer (IPO) of Nitesh Estates Limited (NEL). This grade indicates that the fundamentals of the IPO are
below average relative to other listed equity securities in India. However, this grade is not an opinion on
whether the issue price is appropriate in relation to the issue fundamentals. The grade is not a
recommendation to buy/sell or hold the graded instrument, or a comment on the graded instrument’s future
market price or its suitability for a particular investor.

The IPO grade for NEL reflects the company’s entry into the highly competitive mid-income housing
segment, and development of retail, commercial and hospitality projects, in which the company has alimited
track record. These plans also present significant funding and execution risk. Further, in the past, the
management’s strategies have not been very successful, with NEL registering very low margins. The
company had aso defaulted on its debt and interest payments in 2008-09, which has been subsequently
restructured/repaid. In addition, the second-rung management is fairly new and highly dependent on the
promoter, Mr Nitesh Shetty, and the executive director, Mr L.S. Vaidyanathan. Our grading also takes into
account that NEL’s second line of management has limited experience in the real estate sector, a limitation
in the context of the company’ s large development plans over the next few years.

The grading, however, gets its support from the group’s strong brand name in the high-end luxury housing
segment and the presence of experienced independent directors on the board of the company. The promoters
have a number of group companies, some of which are in the same line of business. However, the company
has confirmed to CRISIL Research that there will be a board resolution to execute a formal non-compete
agreement to avoid any issues of conflict of interest.

NEL’s operating (OPBDIT) and net margin in FY 09 were low at 7.6 per cent and 3.2 per cent, respectively,
due to low-margin contractual income and high corporate expenses compared to its revenue. In the first half
of 2009-10, operating margin was negative 19.1 per cent and net margin was positive at 11.7 per cent, due to
a one-time gain of Rs174 mn from sale of investments in subsidiary company, Nitesh Housing Developers
Private Limited.

About the company and theissue

Nitesh Estates Ltd. (NEL) is a Bengaluru-based real estate development company. It was incorporated as
Nitesh Estates Pvt Ltd on February 20, 2004, and became a public limited company on November 3, 2009.
NEL conducts business under the joint development model. Since 2004, NEL has developed three housing
projects in the niche high-end luxury market, totaling 0.55 mn sq ft of saleable area.

The promoters, Mr Nitesh Shetty and Mrs Pushpalatha V Shetty, and their group company currently own
84.1 per cent of NEL’s shares. AMIF | Ltd (a PE fund of Och-Ziff Capital Management Group) holds a 14.4
per cent stake in the company.

NEL recently ventured into the mid—-income housing segment. In the residential segment, the company has
four ongoing projects, having a total saleable area of 3.0 mn sq ft (NEL’s share is 49 per cent), five
forthcoming projects of 2.3 mn sq ft (NEL’s share is 71 per cent) and five planned projects of 6.5 mn sq ft
(NEL’s share is 65 per cent). On the commercial and retail fronts, the company has four planned projects of
atotal developable area of 3.0 mn sq ft (NEL’s share is 65 per cent). These projects (except one residential
project) are being devel oped on the joint development model.

Out of the Rs 4.5 hillion that NEL plans to raise via the 1PO, Rs 905 million is expected to fund the
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acquisition of joint development rights of 2 residential and one retail project, Rs 884 million would be used
to fund the construction of a residentia project, Rs 460 million will be invested in equity of Nitesh
Residency for construction of the ‘Ritz Carlton’ hotel, Rs 1,357 million will be used to repay debt and the
balance will be utilised for general corporate use.

About CRISIL PO Grading

CRISIL IPO (Initial Public Offering) Grading is an opinion on the fundamentals of the graded issue that
reflects CRISIL's independence and expertise. This opinion is expressed as a relative assessment in relation
to other listed equity securities in India. The assessment is based on a grading exercise carried out by
industry specialists from CRISIL Research. A CRISIL PO Grade 5/5 indicates strong fundamentals and a
CRISIL 1PO Grade 1/5 indicates poor fundamentals. CRISIL PO Grading reflects its assessment of the
graded company's equity fundamentals as distinct from an assessment of debt fundamentals. A CRISIL PO
Grade should not be construed to mean a comment on the price of the graded security, nor is it a
recommendation to invest or not to invest in the graded security.
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About CRISIL Limited
CRISIL isIndias leading Ratings, Research, Risk and Policy Advisory Company.

About CRISIL Research

CRISIL Research is Indias largest independent, integrated research house. We leverage our unique,
integrated research platform and capabilities spanning the entire economy-industry company spectrum to
deliver superior perspectives and insights to over 600 domestic and globa clients, through a range of
subscription products and customised solutions.
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Disclaimer

A CRISIL IPO Grading is a one-time assessment and reflects CRISIL's current opinion on the fundamentals of the graded equity issue in
relation to other listed equity securities in India. A CRISIL IPO Grading is neither an audit of the issuer by CRISIL nor is it a credit rating.
Every CRISIL IPO Grading is based on the information provided by the issuer or obtained by CRISIL from sources it considers reliable.
CRISIL does not guarantee the completeness or accuracy of the information on which the grading is based. A CRISIL IPO Grading is not a
recommendation to buy / sell or hold the graded instrument; it does not comment on the issue price, future market price or suitability for a
particular investor.

CRISIL is not responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users/ transmitters/
distributors of CRISIL IPO Gradings. For information on any I1PO grading assigned by CRISIL, please contact 'Client Servicing' at +91-22-
33423561, or viae-mail: clientservicing@crisil.com.

For more information on CRISIL PO Gradings, please visit http://www.crisil.com/ipo-gradings

This press release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Pressrelease

may be used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone
has the sole right of distribution of its Press Releases for consideration or otherwise through any media including websites, portals etc.
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