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Rating Rationale

SMERA has downgraded the long term rating on the Rs. 5.00 crore bank facilities of Skanda
Creations to SMERA B (read as SMERA B) from ‘SMERA B+’ (read as SMERA B plus) . The outlook is
‘Stable’.

Skanda Creations is a Bangalore-based partnership firm established in 2013 by Mr. Sundeep and Mr.
Manjunath. The firm is engaged in real estate development in Bangalore. The firm has completed a
residential project (named ‘Skanda Elena’) at Varthur Hubli, Bangalore in March 2017.

Key Rating Drivers:
Strengths
Experienced management

The partners, Mr. Ramanolla Sandeep and Mr. K. Manjunath have experience of over a decade in the
real estate industry.

No project implementation risk

The ‘Skanda Elena’, project was scheduled to be completed in December 2016. However, due to
delays in construction the project was completed in March 2017. The firm is yet to receive the
completion certificate. The firm incurred total cost of ~Rs. 35.00 crore on the project. Thus, there
exists no project implementation risk.

Weakness:

Low customer advances

The firm received bookings for 76 flats out of the firm’s share of 77 flats under the project. Despite
project completion, the firm collected customer advances of only Rs. 25.00 crore which is lower than
the envisaged sale proceeds of Rs.45 crore. SMERA believes that on the back of low advances, Skanda
Creations may face pressures to repay its term loan obligations in a timely manner.

Inherent cyclicality in the construction sector

The real estate industry in India is highly fragmented with most of the real estate developers, having
a city-specific or region specific presence. The risks associated with the industry - cyclical nature of
business (drop in property prices), interest rate risk etc. can affect operations of the firm.

Analytical Approach

SMERA has considered the standalone business and financial risk profiles of the firm
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Outlook: Stable

SMERA believes that Skanda Creations will maintain a Stable outlook in the medium term on the
back of its experienced management. The outlook may be revised to ‘Positive’ if the firm generates
steady cash flows from bookings. Conversely, the outlook may be revised to ‘Negative’ in case of

delay in generating cash flows thereby affecting the debtserviceability.

About the Project

Skanda Elena, is a residential project at Varthur Hubli, Bangalore of total 128 flats and saleable area
of 180,000 sq. ft. The project is under a joint development agreement with the land owner. Under the
project, the land owner has a share of 51 units while Skanda Creations will have 77 units. The project
was completed in March 2017 at a total cost of Rs. 35.00 crore and the expected sale proceeds is Rs.

45.00 crore.

About the Rated Entity - Key Financials

For FY2015-16, Skanda Creations reported profit after tax (PAT) of Rs. 0.19 crore on operating
income of Rs. 8.11 crore. The total net worth stood at Rs. 0.43 crore as on 31 March, 2016.

Any other information: Not Applicable

Applicable Criteria

« Financial Ratios And Adjustments - https://www.smera.in/criteria-fin-ratios.htm

o Default Recognition - https://www.smera.in/criteria-default.htm

Note on complexity levels of the rated instrument_

https://www.smera.in/criteria-complexity-levels.htm
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ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, Dun & Bradstreet Information Services India Private
Limited (D&B) and leading public and private sector banks in India. SMERA is registered with SEBI as a
Credit Rating Agency and accredited by Reserve Bank of India. For more details, please visit
www.smera.in.

Disclaimer: A SMERA rating does not constitute an audit of the rated entity and should not be treated as a
recommendation or opinion that is intended to substitute for a financial adviser's or investor's independent assessment
of whether to buy, sell or hold any security. SMERA ratings are based on the data and information provided by the issuer
and obtained from other reliable sources. Although reasonable care has been taken to ensure that the data and
information is true, SMERA, in particular, makes no representation or warranty, expressed or implied with respect to the
adequacy, accuracy or completeness of the information relied upon. SMERA is not responsible for any errors or
omissions and especially states that it has no financial liability whatsoever for any direct, indirect or consequential loss
of any kind arising from the use of its ratings. SMERA ratings are subject to a process of surveillance which may lead to a
revision in ratings as and when the circumstances so warrant. Please visit our website (www.smera.in) for the latest
information on any instrument rated by SMERA.



