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Sri Nakoda Construction Limited

Instrument Amount Rating Action
In Rs. Crore December 2016
LT Scale - Term Loan 12.72 [[ICRA]BB+ (Stable); downgraded from [ICRA]BBB- (Stable)
LT Scale - Cash Credit 5.00
LT Scale - Unallocated 132.28
Total 150.00

ICRA has downgraded the long-term rating assigned to the Rs 150.0-crore bank lines of Sri Nakoda
Construction Limited (SNCL) to [ICRA]BB+ (pronounced as ICRA double B plus) from [ICRA]BBB-
(pronounced as ICRA triple B minus). The long-term rating carries a ‘Stable’ outlook.

The revision in the long-term rating takes into account the weak sales and collections reported by the company
in the last 12 months, especially from its high-end, Valmark Apas, project. Despite low booking in the high ticket
size Valmark Apas project, the company has completed the construction of the project by drawing the
sanctioned debt facility. The project has an unsold inventory of more than Rs 266 crore as against the debt
outstanding of Rs 116 crore. Market risk for the project remains high because of the large ticket size,
accentuated by the sluggish demand scenario for high-end apartment projects in the Bangalore market. The
collections from the Orchard Square project of SNCL, which had seen healthy bookings during the pre-launch
phase, have also been lower than ICRA’s expectations due to the delay in getting requisite regulatory
approvals and commencement of construction. SNCL has high repayment obligations in FY2018 (Rs. 67.1
crore) and FY2019 (Rs. 65.3 crore); thus the company will have to significantly increase the sales velocity in
ongoing projects, especially Valmark Apas, to service the debt obligations.

The rating, however, takes comfort from the strong promoter profile of Sri Nakoda Construction Limited. The
promoters have significant net worth and over two decades of experience in the real estate sector. The rating
also takes into account the healthy sales in the pre-launch phase of the Orchard Square project, where the
ticket size is in the range of Rs 50-80 lakh per unit. With regulatory approvals to be received shortly, collections
from the Orchard Square project are expected to improve going forward.

The firm’s ability to increase the sales velocity in the existing projects, especially in the high ticket size Valmark
Apas project, and timely complete the Orchard Square project would be the key rating sensitivity.

Company Profile

SNCL is the flagship entity of Valmark group, founded by Mr. Ratan B. Lath and Mr. Tejraj Gulecha. The group
started its operation in 2007 under the brand name ‘Valmark’. SNCL has so far completed five residential
projects— Amoda Valmark, Abodh Valmark, Ananda Valmark, Regency Pinnacle Heights and Aastha
Valmark— all located in Bangalore. Besides, there are two other ongoing projects, Apas Valmark and Orchard
Square, both of which are located near Bannerghatta Road in Bangalore. The promoters of the group have a
proven track record in the real estate industry and have been associated with several landmark projects in
Bangalore including Kempegowda Maharaja Shopping Complex (K.G.Road), City Centre (K.G.Road), Classic
Orchard (Bannerghatta Road), Manyata Tech Park (Nagwara Junction) and Classic County (Kengeri) among
others.

Recent Results
In FY2016, SNCL reported a net profit of Rs 1.6 crore on an operating income of Rs 18.3 crore. In FY2015,
SNCL reported a net profit of Rs 8.7 crore on an operating income of Rs 43.1 crore.
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