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Sayaji Hotels Limited

Instrument* Rated Amount Rating Action
(in crore)
Term Loans 57.59 [ICRA]BBB- (Stable) reaffirmed
(reduced from 58.34)
Cash Credit Facilities 6.75 [ICRA]BBB- (Stable) reaffirmed
LT Scale - Non Fund Based 2.70 [ICRA]BBB- (Stable) reaffirmed
Facilities (enhanced from 2.23)
Unallocated 26.84 [ICRA]BBB- (Stable) reaffirmed
(enhanced from 26.56)
Total 93.88

*Instrument Details are provided in Annexure-1
Rating Action

ICRA has reaffirmed the long term rating of [ICRA]BBB- (pronounced ICRA triple B minus) * for the Rs. 93.88
crore bank facilities of Sayaji Hotels Limited (SHL). The outlook on the long term rating is ‘Stable’.

Detailed Rationale

The reaffirmation of the rating takes into account the strong experience of the promoters in the hospitality
sector coupled with Sayaiji’'s brand recognition in business hotel category in Tier-II cities. The rating also factors
in the presence of company’s hotel properties in four cities, which mitigates geographic concentration risk and
demand risk to a reasonable extent. Although revenues from the Indore hotel account for a major chunk of the
company’s revenues, the recently started operations of the hotel property in Bhopal, banquet hall property in
Indore and restaurant in Mumbai are expected to provide geographical diversification benefits over the medium
term. Additionally, the company’s increased focus on the high margin food and beverage (F&B) segment is
likely to support its profit growth over the medium term.

In FY2016, the revenues of the company witnessed a healthy increase of 18.8% owing to improved
performance of the Indore hotel as well as healthy growth in revenues of the newly added banquet property in
Bhopal. In line with the scale up in operations, the operating profit margin of the company witnessed
improvement owing to better absorption of overheads. However, the company’s operating performance in H1
FY2017 was impacted by a weak season as well as lower contribution from F&B following sale of Barbeque
Nation outlet. This, coupled with losses attributable to ‘Mediterra’ and Bhopal property being in nascent stage of
operations, adversely impacted the company’s profitability in H1 FY2017. The rating also remains constrained
by the company’s leveraged capital structure and weak coverage indicators owing to regular debt funded capex
towards construction of new properties and renovation of existing properties. Owing to the company’s weak
debt servicing ability as cash accruals are likely to be insufficient to repay the debt obligations, the company
has received sanction of new loans which is likely to support its liquidity profile to an extent owing to the
relatively longer tenure of the new loans. Additionally, operating in a cyclical industry, the company remains
exposed to general economic slowdown and other exogenous shocks.

Going forward, the ability of the company to scale up the operations of its new properties as well as improve
the RevPARs of its old properties while improving the profit margins shall remain the key rating sensitivity. Also,
the ability of the company to improve its financial risk profile shall be monitored by ICRA.

! For complete rating scale and definitions, please refer to ICRA’s website www.icra.in or other ICRA Rating
Publications.
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Key rating drivers
Credit Strengths

e Experienced promoters with a long track record of operations in the hospitality sector

e Multi location presence with hotels at Vadodara, Indore and Pune and Bhopal; Although Indore hotel
contributes ~55% to the revenues, diversification benefits are expected to accrue as new properties scale
up

e Newly added properties at Bhopal, Indore and Mumbai provide growth opportunities in the higher margin
F&B business segment as they scale up, thereby improving the company’s profitability indicators

Credit Weakness

e Weak operating performance in H1 FY2017; Decline in revenues coupled with significant reduction in
operating profit margin on account of weak season as well as lower contribution from F&B segment

e Cash flows to remain constrained owing to high interest and repayment obligations in FY2017; timely
refinancing remains critical

e Weak financial risk profile due to leveraged capital structure and muted debt protection metrics

e Cyclical industry, vulnerable to general economic slowdown and exogenous shocks (geo-political crisis,
terrorist attacks, disease outbreak etc.)

Detailed description of key rating drivers highlighted above:

SHL has a strong presence in the hospitality sector through five hotel properties (two in Indore, one each in
Pune, Bhopal and Vadodara) which operate under the brand name Sayaji Hotel, a restaurant in Mumbai,
another hotel property under the brand name Effotel (through subsidiary Malwa Hospitality Pvt. Ltd.) and chain
of 71 restaurants across India under the brand name Barbeque Nation (through associate Barbeque Nation
Hospitality Limited). Although Indore hotel accounted for ~55% of the company’s revenues in FY2016,
geographical diversification benefits are expected to accrue as the newly operational properties scale up.

With a view to enhance its presence in the higher margin F&B segment, SHL started operations of the Bhopal
property in November 2014 to cater to weddings and corporate events segment. Further, the company entered
into a lease arrangement for a property at Indore named ‘Amber Garden’, targeted at the wedding, banqueting
and corporate conferences segment. The property started its operations recently in September 2016. The
company’s restaurant named ‘Mediterra’ started operations in December 2015. Going forward, healthy
contribution from the higher margin banqueting and F&B segment is expected to support the profit margins of
the company.

The company’s operating performance in H1 FY2017 was impacted by the Kumbh Mahaparv, held during April-
May 2016 as weddings and other ceremonies are avoided during the Mahaparv. Also, lower contribution from
the F&B segment following sale of Barbeque Nation outlet impacted the company’s performance in H1 FY2017.
This, coupled with losses attributable to ‘Mediterra’ and Bhopal property being in nascent stage of operations,
adversely impacted the company’s profitability in H1 FY2017. As such, the company incurred cash loss of Rs.
0.4 crore in H1 FY2017.

In such a scenario, despite an anticipated healthy performance in H2 FY2017 owing to the onset of festive and
wedding season September onwards, the company’s cash accruals are likely to be insufficient to service its
repayment obligations. However, the company has received sanction of new loans which is likely to support its
liquidity profile to an extent owing to the relatively longer tenure of the new loans. Additionally, operating in a
cyclical industry, the company remains vulnerable to general economic slowdown and other exogenous
shocks.



ICRA

Analytical approach:

Links to applicable Criteria

e Corporate Credit Rating —A Note on Methodology
¢ Rating Methodology for Hotel Industry

About the Company:

Sayaji Hotels Limited (SHL), incorporated in 1982, operates hotel properties at Vadodara (3-Star), Indore (5-
Star), Pune (4-Star) and Bhopal under the brand name ‘Sayaiji Hotel’; a banquet hall property named ‘Amber
Garden’ in Indore and a restaurant named ‘Mediterra’ in Mumbai. The company is also involved in a

management tie-up for a hotel property in Kolhapur.

SHL also owns a chain of 71 restaurants (as of March 2016) through its 47.41% owned associate Barbeque
Nation Hospitality Limited (BNHL, owned through SHL’s wholly owned subsidiary Sayaji Housekeeping
Services Limited). The company also operates another hotel unit named ‘Effotel’ in Indore through its 51.66%
owned subsidiary Malwa Hospitality Private Limited (MHPL).

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History for last three years:

Table: Rating History

Current Rating (2016) Chronology of Rating History for the past 3 years
Name of Month-
S.N | Instrume T Amouné 5 Month- year &
0 nt ype | outstan ate & year & Month-year & Rating in FY2015 Rating
ing (Rs. Rating Rating in in
Crores) FY2016 FY2014
December March January July May
Jan 2017 2015 2015 2015 2014 2013
[ICRA] [ICRA] [ICRA] [ICRA] [ICRA] [ICRA]
1 Ig;rr']‘s 'T‘Zfr?] 57.59 BBB- BBB- BBB- BB+ BB+ BB
(Stable) (Stable) (Stable) (Stable) (Stable) (Stable)
Cash Lon [ICRA] [ICRA] [ICRA] [ICRA] [ICRA] [ICRA]
2 Credit Terr?] 6.75 BBB- BBB- BBB- BB+ BB+ BB
Facilities (Stable) (Stable) (Stable) (Stable) (Stable) (Stable)
ES;‘ g Lon [ICRA] [ICRA] [ICRA] [ICRA] [ICRA] | [ICRA]
3 Based Terr% 2.70 BBB- BBB- BBB- BB+ BB+ BB
Facilities (Stable) (Stable) (Stable) (Stable) (Stable) (Stable)
[ICRA] [ICRA] [ICRA] [ICRA] [ICRA]
4 gga"ocat 'T‘g?r?] 26.84 BBB- BBB- BBB- BB+ BB+ )
(Stable) (Stable) (Stable) (Stable) (Stable)

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
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Annexure-1

Details of Instrument

Name of the . Date of Coupon rate Maturity Date tf?ézi(sesolje Current Rating and

instrument issuance (Rs. Cr) Outlook
Term Loan 1 FY2011 - FY2018 2.01 [ICRA]BBB- (Stable)
Term Loan 2 FY2008 - FY2017 1.88 [ICRA]BBB- (Stable)
Term Loan 3 FY2017 - FY2022 17.34 [ICRA]BBB- (Stable)
Term Loan 4 FY2013 - FY2018 2.95 [[CRA]BBB- (Stable)
Term Loan 5 FY2017 - FY2024 16.16 [[ICRA]BBB- (Stable)
Term Loan 6 FY2015 - FY2021 17.25 [[CRA]BBB- (Stable)
cash Credit - - - 6.75 [ICRA]BBB- (Stable)
Non Fund Based - - - 2.70 [ICRA]BBB- (Stable)
Unallocated - - - 26.84 [ICRA]BBB- (Stable)

Name and Contact Details of the Rating Analyst(s):

Subrata Ray
+91 22 2433 1086

subrata@icraindia.com

Name and Contact Details of Relationship Contacts:

Jayanta Chatterjee

+91 80 4332 6401

jayantac@icraindia.com

Anupama Arora
+91 124 4545 303
anupama@icraindia.com

Charu Batra
+91 124 4545 356
charu.batra@icraindia.com
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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

© Copyright, 2017, ICRA Limited. All Rights Reserved
Contents may be used freely with due acknowledgement to ICRA

ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are
subject to a process of surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s
current opinion on the relative capability of the issuer concerned to timely service debts and obligations, with reference to the
instrument rated. Please visit our website www.icra.in or contact any ICRA office for the latest information on ICRA ratings
outstanding. All information contained herein has been obtained by ICRA from sources believed by it to be accurate and
reliable, including the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information
provided by it. While reasonable care has been taken to ensure that the information herein is true, such information is
provided ‘as is’ without any warranty of any kind, and ICRA in particular, makes no representation or warranty, express or
implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group companies may
have provided services other than rating to the issuer rated. All information contained herein must be construed solely as
statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its
contents.
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