
 

 

January 17, 2017 

SSBM Realty and Hospitality Private Limited  

 
Instruments* Amount rated (Rs. crore) Rating Action 

Term Loans 14.90 [ICRA]BB- (Stable) / reaffirmed 

Long-term – Unallocated 0.10 [ICRA]BB- (Stable) / reaffirmed 
*Instrument details are provided in Annexure-1 
 
Rating action  
ICRA has reaffirmed the long term rating outstanding on the Rs.14.90  crore  term loan facilities and the 
Rs.0.10 crore proposed facilities of SSBM Realty and Hospitality Private Limited (“SSBM” / “the Company”)

1
 at 

[ICRA]BB- (pronounced ICRA double B minus). The outlook on the long-term rating is stable.  
 
Rationale  
The rating remains supported by the promoter’s experience in the field of construction and facilities 
management in the Gulf Cooperation countries for over three decades, favourable location of the hostel facility 
in Mahindra World City (MWC) and the completion of the hostel facility without time and cost-over runs, which 
has aided in sustaining the contract with Mahindra and Mahindra (M&M). The said facility was completed at a 
total cost of Rs. 27.7 crore over a span of two years and two months. The MoU with Mahindra and Mahindra (M 
& M) for allocation of 125 rooms and contracts with other private companies in and around MWC for 30 rooms 
ensures an assured occupancy of 69% and assures revenue visibility. Further the right of first refusal given to 
SSBM mitigates concerns on competition within the area until the entity stabilizes. The ratings also consider the 
stretched financial profile in the initial years of operation considering the modest occupancy levels expected in 
the remaining rooms, its small scale of operations with a limited inventory of 225 rooms and the fact that the 
occupancies of the remaining 70 rooms remain uncertain in the absence of any contracts. The strict rent 
escalation costs stipulated by the MoU, restricts revenue growth for the rooms rented to MRV. Early ramp-up of 
operations by improving occupancies in the remaining rooms would be critical for achieving higher scalability 
and maintenance of quality standards would be critical to maintain the MoU with MRV going forward. 
 
Key rating drivers  
 
Credit Strengths 

- Extensive experience of the promoter in the field of Construction and facility management in GCC. 
- Completion of project within the stipulated time lends credibility and maintains the contract with M&M 

intact. 
- MoU with M&M to ensure an assured stream of revenue for the hostel. 
- Healthy occupancy level of 60% in the first month of operations 

 
Credit Weaknesses: 

- Small scale of operations with single property and inventory of 225 rooms 
- High customer concentration with M&M and strict rent appreciation contracts restricts revenue growth. 
- As it was incorporated only in January 2014, the Company has no track record of operations 

 
Description of key rating drivers highlighted above:  
SSBM was established by Mr. Syed Majeed in January 2014, to construct a hostel facility in MWC in Chennai. 
The promoter has three decades of experience in (mechanical, engineering and plumbing) services in GCC 
(Gulf Cooperation Council countries) where he has spear-headed many construction projects. The construction 
of the hostel facility commenced in April 2015 and became operational in September 2016 as per the initial 
plan, without any cost-overruns. The company has established a Memorandum of Understanding with M & M to 
rent 125 rooms to employees of MRV. According to the agreement, irrespective of the occupancies, the 
company will receive the rent for the 125 rooms leased. This provides stability and visibility to revenues until 
the property stabilizes but also exposes the company to customer concentration risks, considering that more 
than 50% of the rooms is rented to a single customer. The rent escalation terms in the contract limit revenue 
growth for the initial years with respect to rooms rented to M & M. Further, the company has established 
contracts for 30 rooms with companies like Renault Nissan, Mastek limited, Gamesa Renewable Private 
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Limited and Msc Software Private Limited translating to a total occupancy of ~69%. The occupancies for the 
remaining rooms is uncertain. The entity is also exposed to geographical concentration risks with entire room 
inventory of 225 rooms concentrated in a single location and “Downtown” being the first venture of the 
company, there is no track record of operations. 
 
Analytical approach:  
 
Links to applicable Criteria  
Corporate Credit Rating - A Note on Methodology 
 
About the company:  
SSBM Realty and Hospitality Private Limited (“SSBM” / “the Company”), promoted by Mr. Syed Majeed, was 
incorporated on January 01, 2014 to construct a hostel facility with 225 rooms in Mahindra World City (MWC), a 
special economic zone in Tamil Nadu. The facility was launched under the name “Downtown” in September 
2016.  
 
Status of non-cooperation with previous CRA: Not Applicable 

 
Any other information: Not Applicable  
 
Rating History for last three years: 
Table: Rating History 

S. 
No. 

Name of 
Instrument  

Current Rating Month - 
year  & 

Rating in 
FY2016 

Month - 
year  & 

Rating in 
FY2015 

Month - 
year  & 

Rating in 
FY2014 

Type Rated 
amount (Rs. 

Crores) 

Month - year 
& rating 

 

    Dec 2016 Oct 2015   

1 Term Loans Long term 14.90 
[ICRA]BB-
(Stable) 

[ICRA]BB-
(Stable) 

Nil Nil 

2 Unallocated  0.10 
[ICRA]BB-
(Stable) 

[ICRA]BB-
(Stable) 

Nil Nil 

 
 

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 

 

http://www.icra.in/


 

 
Annexure-1 

 
Details of Instruments 

 

Name of the 
instrument  

Date of 
issuance 

Coupon 
rate 

Maturity 
Date 

Size of the 
issue (Rs. Cr) 

Current Rating and 
Outlook 

Term Loan 1 Aug 2015 - March 2026 9.60 [ICRA]BB-(Stable) 

Term Loan 2 Aug 2015 - March 2022 5.30 [ICRA]BB-(Stable) 

Unallocated  - - - 0.10 [ICRA]BB-(Stable) 

 
Source: SSBM 
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Jayanta Chatterjee 
+91 80 4332 6401 
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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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