
Mr. Nanditale Thimmappa Venkatesha
Director, 
Karuna Ventures Private Limited
Plot No.30 Galaxy, 1st Main Road, 
J P Nagar Third Phase, 
Bangalore-560078, Karnataka

October 06, 2021

Dear Sir/Madam,

Re: Rating Letter for non-convertible debenture (NCD) programme of Karuna Ventures Private Limited

India Ratings and Research (Ind-Ra) is pleased to communicate the rating of  Karuna Ventures Private Limited’s (KVPL).

Instrument
Type ISIN Date of

Issuance
Coupon
Rate (%)*

Final
Maturity
Date

Outstanding

(million)*
Rating/Outlook Rating Action

Series I
NCDs* - - 9.15 - INR500 IND BB-/Stable Assigned

Series II
NCDs*   9.15 - INR1,500 IND BB-/Stable Assigned

*Unallocated

In issuing and maintaining its ratings, India Ratings relies on factual information it receives from issuers and underwriters and from other sources
India Ratings believes to be credible. India Ratings conducts a reasonable investigation of the factual information relied upon by it in accordance
with its ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources are
available for a given security.

The manner of India Ratings’ factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the
rated security and its issuer, the requirements and practices in India where the rated security is offered and sold, the availability and nature of
relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications such as
audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third
parties, the availability of independent and competent third-party verification sources with respect to the particular security or in the particular
jurisdiction of the issuer, and a variety of other factors

Users of India Ratings’ ratings should understand that neither an enhanced factual investigation nor any third-party verification can ensure that all
of the information India Ratings relies on in connection with a rating will be accurate and complete. Ultimately, the issuer and its advisers are
responsible for the accuracy of the information they provide to India Ratings and to the market in offering documents and other reports. In issuing
its ratings India Ratings must rely on the work of experts, including independent auditors with respect to financial statements and attorneys with
respect to legal and tax matters. Further, ratings are inherently forward-looking and embody assumptions and predictions about future events that
by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings can be affected by future events or
conditions that were not anticipated at the time a rating was issued or affirmed.

India Ratings seeks to continuously improve its ratings criteria and methodologies, and periodically updates the descriptions on its website of its
criteria and methodologies for securities of a given type. The criteria and methodology used to determine a rating action are those in effect at the



Jindal Zaverchand Haria Karan Gupta
Director Director

time the rating action is taken, which for public ratings is the date of the related rating action commentary. Each rating action commentary provides
information about the criteria and methodology used to arrive at the stated rating, which may differ from the general criteria and methodology for
the applicable security type posted on the website at a given time. For this reason, you should always consult the applicable rating action
commentary for the most accurate information on the basis of any given public rating.

Ratings are based on established criteria and methodologies that India Ratings is continuously evaluating and updating. Therefore, ratings are the
collective work product of India Ratings and no individual, or group of individuals, is solely responsible for a rating. All India Ratings reports have
shared authorship. Individuals identified in an India Ratings report were involved in, but are not solely responsible for, the opinions stated therein.
The individuals are named for contact purposes only.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make or hold any investment, loan or
security or to undertake any investment strategy with respect to any investment, loan or security or any issuer. Ratings do not comment on the
adequacy of market price, the suitability of any investment, loan or security for a particular investor (including without limitation, any accounting
and/or regulatory treatment), or the tax-exempt nature or taxability of payments made in respect of any investment, loan or security. India Ratings
is not your advisor, nor is India Ratings providing to you or any other party any financial advice, or any legal, auditing, accounting, appraisal,
valuation or actuarial services. A rating should not be viewed as a replacement for such advice or services. Investors may find India Ratings
ratings to be important information, and India Ratings notes that you are responsible for communicating the contents of this letter, and any changes
with respect to the rating, to investors.

It will be important that you promptly provide us with all information that may be material to the ratings so that our ratings continue to be
appropriate. Ratings may be raised, lowered, withdrawn, or placed on Rating Watch due to changes in, additions to, accuracy of or the inadequacy
of information or for any other reason India Ratings deems sufficient.

Nothing in this letter is intended to or should be construed as creating a fiduciary relationship between India Ratings and you or between India
Ratings and any user of the ratings.

In this letter, “India Ratings” means India Ratings & Research Pvt. Ltd. and any successor in interest.

We are pleased to have had the opportunity to be of service to you. If we can be of further assistance, please email us at
infogrp@indiaratings.co.in

Sincerely,

India Ratings

KarunaVenturesPrivateLimited 06-October-2021



Mr. Nanditale Thimmappa Venkatesha
Director,
Karuna Ventures Private Limited
Plot No.30 Galaxy, 1st Main Road,
J P Nagar Third Phase,
Bangalore-560078, Karnataka

September 08, 2021

Dear Sir/Madam,

Re: Rating Letter for NCD of Karuna Ventures Private Limited

India Ratings and Research (Ind-Ra) has affirmed the rating of Karuna Ventures Private Limited’s (KVPL) proposed non-convertible debentures
(NCDs) as follows:
 

Instrument Type ISIN Date of
Issuance

Coupon
Rate (%)*

Final
Maturity
Date

Outstanding

(million)*
Rating/Outlook Rating Action

Series I NCDs* - - 9.15 - INR500 IND BB-/Stable Affirmed

Series II NCDs*   9.15 - INR1,500 IND BB-/Stable Affirmed

* Unallocated

In issuing and maintaining its ratings, India Ratings relies on factual information it receives from issuers and underwriters and from other sources
India Ratings believes to be credible. India Ratings conducts a reasonable investigation of the factual information relied upon by it in accordance
with its ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources are
available for a given security.

The manner of India Ratings factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the
rated security and its issuer, the requirements and practices in India where the rated security is offered and sold, the availability and nature of
relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications such as
audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third
parties, the availability of independent and competent third-party verification sources with respect to the particular security or in the particular
jurisdiction of the issuer, and a variety of other factors.

Users of India Ratings ratings should understand that neither an enhanced factual investigation nor any third-party verification can ensure that all
of the information India Ratings relies on in connection with a rating will be accurate and complete. Ultimately, the issuer and its advisers are
responsible for the accuracy of the information they provide to India Ratings and to the market in offering documents and other reports. In issuing
its ratings India Ratings must rely on the work of experts, including independent auditors with respect to financial statements and attorneys with
respect to legal and tax matters. Further, ratings are inherently forward-looking and embody assumptions and predictions about future events that
by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings can be affected by future events or
conditions that were not anticipated at the time a rating was issued or affirmed.

India Ratings seeks to continuously improve its ratings criteria and methodologies, and periodically updates the descriptions on its website of its
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criteria and methodologies for securities of a given type. The criteria and methodology used to determine a rating action are those in effect at the
time the rating action is taken, which for public ratings is the date of the related rating action commentary. Each rating action commentary provides
information about the criteria and methodology used to arrive at the stated rating, which may differ from the general criteria and methodology for
the applicable security type posted on the website at a given time. For this reason, you should always consult the applicable rating action
commentary for the most accurate information on the basis of any given public rating.

Ratings are based on established criteria and methodologies that India Ratings is continuously evaluating and updating. Therefore, ratings are the
collective work product of India Ratings and no individual, or group of individuals, is solely responsible for a rating. All India Ratings reports have
shared authorship. Individuals identified in an India Ratings report were involved in, but are not solely responsible for, the opinions stated therein.
The individuals are named for contact purposes only.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make or hold any investment, loan or
security or to undertake any investment strategy with respect to any investment, loan or security or any issuer. Ratings do not comment on the
adequacy of market price, the suitability of any investment, loan or security for a particular investor (including without limitation, any accounting
and/or regulatory treatment), or the tax-exempt nature or taxability of payments made in respect of any investment, loan or security. India Ratings
is not your advisor, nor is India Ratings providing to you or any other party any financial advice, or any legal, auditing, accounting, appraisal,
valuation or actuarial services. A rating should not be viewed as a replacement for such advice or services. Investors may find India Ratings
ratings to be important information, and India Ratings notes that you are responsible for communicating the contents of this letter, and any changes
with respect to the rating, to investors.

It will be important that you promptly provide us with all information that may be material to the ratings so that our ratings continue to be
appropriate. Ratings may be raised, lowered, withdrawn, or placed on Rating Watch due to changes in, additions to, accuracy of or the inadequacy
of information or for any other reason India Ratings deems sufficient.

Nothing in this letter is intended to or should be construed as creating a fiduciary relationship between India Ratings and you or between India
Ratings and any user of the ratings.

In this letter, “India Ratings” means India Ratings & Research Pvt. Ltd. and any successor in interest.

We are pleased to have had the opportunity to be of service to you. If we can be of further assistance, please email us at
infogrp@indiaratings.co.in

Sincerely,

India Ratings

KarunaVenturesPrivateLimited 08-September-2021
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By Pratik Mundhada

India Ratings and
Research (Ind-Ra) has affirmed the rating of Karuna Ventures Private Limited’s (KVPL)
proposed
non-convertible debentures (NCDs) as follows:
 

Instrument

Type

ISIN Date
of

Issuance

Coupon

Rate

(%)*

Final

Maturity

Date

Outstanding

(million)*

Rating/Outlook Rating

Action

Series
I
NCDs*

- - 9.15 - INR500 IND BB-/Stable Affirmed

Series
II
NCDs*

    9.15 - INR1,500 IND BB-/Stable Affirmed

*Unallocated

The rated NCDs are backed by the share cover
 of 2.0x of the listed equity shares of Strides Pharma Science
Limited (Strides;
‘IND A+’/Stable) and both principal and accrued interest would be
payable on the maturity date
scheduled for the 24th  and 37th  month from the date of allotment for Series I
and II NCDs, respectively. The
rating addresses the timely payment of interest and
principal by the final maturity date of the NCDs, in accordance
with the transaction
documents.

KEY RATING DRIVERS

Credit Linkage with the Issuer
and Promoter Group Companies: Given the cross-default clause mentioned
under
 the event of default (EoD), the
 ratings of the share-backed NCDs are capped by the standalone credit
rating of KVPL.   While establishing the credit profile of KVPL,
 Ind-Ra has taken comfort from the financial and
managerial flexibility amongst the
promoter and his group companies, and also, from their shareholding in two
listed
entities viz. Strides and Solara Active Pharma Sciences Limited (Solara).

Security Cover: The rating of
the NCDs reflects the exclusive security package consisting of:

India Ratings Affirms Karuna Ventures’ Proposed NCDs ‘IND
BB-’/Stable

Login

https://www.indiaratings.co.in/Analyst?analystID=218&analystName=Pratik%20Mundhada
https://www.indiaratings.co.in/PressRelease?pressReleaseID=53596


·      
a first ranking pledge over the shares of Strides
in favour of the Debenture Trustee in accordance with the terms
of the share pledge
agreement; and

·      
the personal guarantee issued by the promoter, Arun
Kumar Pillai, in favour of the debenture trustee;

·            
 the joint and several corporate guarantees issued
by the Pronomz Ventures LLP (PVLLP) and Karuna Business
Solutions LLP (KBLLP),
in favour of the debenture trustee;

·            
 a first ranking hypothecation over the cash
 collateral account and all assets,
 investments, cash-flows and
receivables of the issuer, in favour of the debenture
 trustee in accordance with the terms of the deed of
hypothecation;

The security cover constitutes a required share collateral cover of 2.0x
 NCD principal amount plus the accrued
interest,
provided in the form of listed shares of Strides or the cash collateral. The
share collateral cover would be
calculated using the share price lower of the
closing price and volume weighted average price for the last trading
day.

Volatility of Pledged Shares: The analysis of the structure and sufficiency of the
available share cover is based
on the ability of the structure to withstand a
decline in the share price commensurate with the assigned rating,
within the
transaction tenure, so as to minimise the probability of any payment shortfall
on the payment due date.
Ind-Ra assesses the liquidity of the shares,
characterised by the average trading volume of the shares in last one
year. Higher
 liquidity reduces the number of days the debenture trustee would take to
 liquidate the pledged
shares in the open market and believed to have lesser
impact on the price of the share. For the current NCDs, the
share security providers
 have to pledge approximately 6.58 million shares of Strides, which would take
 only five
days to liquidate, assuming the average trading volume over the last
one year.

Strides Pharma Science –
Particulars As on 6

September

2021

Valuation price for
estimating share cover (INR) 607.60

52-week high (INR) 973.75

52-week low (INR) 581.55

Share collateral cover
for this facility (x) 2.00

Average of the top five
intraday peak to trough in the last one year (%) 14.47

Largest one-day drop in
the last one year (closing price – opening price) (%) 17.44

Number of shares pledged
for this facility (million) 6.58

Average of the last
one-year daily trading volume (million) 0.91

Source: KVPL, Ind-Ra

Strong Support from Share Security Provider: The promoter, Arun Kumar
 Pillai, PVLLP and KBLLP will be
accountable for covering any shortfall on the maturity
date of each series pursuant to the personal and corporate
guarantee provided as
 a part of the security cover. The agency believes the promoter support to cover
 the
interest and principal payment is indispensable, given the low operating
profit of the issuer. The promoter along
with the other two share security
 providers/ guarantors have a shareholding of 21.29% of Strides. Ind-Ra
considers the availability of unencumbered shareholding of share security
provider as a positive factor, given their
increased capability to sustain a
price correction and the resultant top-up requirement.

Share Security Providers’
Holding (as a percentage of total shares outstanding of Strides Pharma
Science)

Particulars (in %) 30 June

2021

Holding of the share
security providers as a percentage of total shares 21.29

Current pledged shares of
the share security providers as a percentage of total shares 6.86



Current unencumbered
shares of the share security providers as a percentage of total shares 14.43

Source: KVPL, Ind-Ra

Liquidity
Indicator – Stretched: KVPL’s liquidity is underpinned by the
strong financial support from the promoters
and the other group entities. KVPL
has unmatched liability and cash flow profile, as interest payments are
currently
being serviced from interest and rental income coming from the other promoter
 group entities. However, a
significant portion of the debt is from the promoter
and the group companies, and it is unsecured in nature and
subordinated to the
external debt of INR103.3 million with a tenor of 15 years. Excluding the internal
debt, the
net leverage (including the corporate guarantee given to Dairy Power
Ltd) would be 1.5x at FYE21, as per Ind-
Ra’s calculations. KVPL had a cash and
bank balance of INR1.56 million at FYE21. Ind-Ra believes KVPL has well
established banking relationships and prudent ability to plan ahead for
 refinancing and contingencies. The
company’s liquidity profile is likely to remain
 stretched over the medium term, resulting from its business model,
which demands
 the redeployment of surplus in the new ventures of the group and sporadic
 returns from these
investments. 

Restrictive
Structural Covenants: The share-backed NCDs
benefit from the following structural covenants that
safeguard the investors’
interest: 

Cash collateralisation events are defined as
follows:

·       share security provider should collectively own at least 21.29% of
Strides’ equity share capital

·             financial indebtedness (including guarantees, indemnities,
 shortfall undertaking, and letter of comfort) for the
promoter group should not
exceed INR5 billion

·       disposal of Solara’s shares for more than INR3 billion

·       change in management control in respect of Strides or Solara

On the occurrence of the cash collateralisation
 event, the issuer is obliged to deposit cash equal to the total
outstanding
NCDs’ obligation within two business days. The issuer will have 45 days to rectify
 the breach of the
cash collateralisation event. 

Mandatory redemption events are defined as follows:

·       Credit rating withdrawal, suspension of the rating or
classification of the issuer into the non-cooperating category

·       Share price falling by over 50% of the share price calculated three
business days prior to the date of allotment

 Mandatory redemption events mandate the issuer to
redeem the NCDs in full within two business days. 

The key clauses in the EoD are:

·      
non-payment of the NCDs on the respective maturity
date;

·      
cross default to the issuer or any other promoter
group companies

·      
failure to deposit the upcoming NCDs obligation
amount, fifteen days prior to the NCDs’ payment date

·      
maintenance of adequate share security cover of
2.0x of the NCDs’ obligation amount, including failure to top-up
if the share
security cover reduces to 1.82x.

·      
breach of covenants

·      
insolvency

On the occurrence of an EoD, the debenture trustee,
 upon the written instructions of the debenture holders
holding not less than
15% in value of the NCDs’ principal amount, may declare that all or part of the
outstanding
debentures are payable on demand, including the acceleration of
payment.



RATING SENSITIVITIES

Positive: A significant
improvement in the issuer’s operating performance, led by higher interest,
dividend and
rental income on a sustainable basis, could lead to a positive
rating action.

Negative: The NCD rating
is sensitive to the performance of the pledged stock, which is reflected by its
average
daily return, volatility and liquidity, share cover ratios and the
soundness of the legal structure, along with the
effectiveness of multiple
protection-based triggers that result in accelerated redemption events.

In addition, developments that could, individually or collectively, lead
to a negative rating action are:

- a significant increase in the external debt (including corporate
guarantee) to EBITDA ratio

- the absence of adequate and timely funding support from the promoters
and other promoter group companies. 

COMPANY PROFILE

Incorporated on 7 August 2009, KVPL provides management & business
consultancy services, and construction
services of commercial buildings. The
company is wholly owned by Arun Kumar Pillai and his family. 

FINANCIAL
SUMMARY

Particulars
(INR million) FY21 FY20

Total income 75.9 20.2

EBITDA 70.9 -52.7

Interest 10.9 49.8

Profit after tax 53.1 -151.5

Source: KVPL, Ind-Ra

RATING HISTORY

Instrument Type Current Rating/Outlook Historical

Rating/Outlook

Rating Type Principal

Outstanding

(million)

Rating 12 August

2021

Series I NCDs Long-term INR500 IND
BB-/Stable IND
BB-/Stable

Series II NCDs Long-term INR1,500 IND
BB-/Stable IND
BB-/Stable

COMPLEXITY LEVEL OF INSTRUMENTS

 

Instrument Complexity

NCDs High



For
 details on the complexity level of the instrument, please visit  https://www.indiaratings.co.in/complexity-
indicators.

SOLICITATION DISCLOSURES

Additional information is available at www.indiaratings.co.in. The ratings above were solicited by, or on behalf of,
the issuer, and therefore, India Ratings has been compensated for the provision of the ratings. 

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell,
make or hold any investment, loan or security or to undertake any investment strategy with respect to any
investment, loan or security or any issuer.

ABOUT INDIA RATINGS AND RESEARCH

About India Ratings and Research: India Ratings and Research (Ind-Ra) is India's most respected credit rating
agency committed to providing India's credit markets accurate, timely and prospective credit opinions. Built on a
foundation of independent thinking, rigorous analytics, and an open and balanced approach towards credit
research, Ind-Ra has grown rapidly during the past decade, gaining significant market presence in India's fixed
income market. 

Ind-Ra currently maintains coverage of corporate issuers, financial institutions (including banks and insurance
companies), finance and leasing companies, managed funds, urban local bodies and project finance companies. 

Headquartered in Mumbai, Ind-Ra has seven branch offices located in Ahmedabad, Bengaluru, Chennai, Delhi,
Hyderabad, Kolkata and Pune. Ind-Ra is recognised by the Securities and Exchange Board of India, the Reserve
Bank of India and National Housing Bank. 

India Ratings is a 100% owned subsidiary of the Fitch Group.

For more information, visit www.indiaratings.co.in.

DISCLAIMER

ALL CREDIT RATINGS ASSIGNED BY INDIA RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS.
PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPS://WWW.INDIARATINGS.CO.IN/RATING-DEFINITIONS. IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC
WEBSITE WWW.INDIARATINGS.CO.IN. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE
FROM THIS SITE AT ALL TIMES. INDIA RATINGS’ CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO
AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE.
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