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Summary of Rated Instruments

Instrument* Amount Rating action

(Rs. crore)*
Long-Term — Fund-Based 20.00 [ICRA]B (Stable); Assigned
Total 20.00

*Instrument Details are provided in Annexure-1

Rating action

ICRA has assigned a long-term rating of [ICRA]B (pronounced ICRA B)? to the Rs. 20.00-crore term-loan
facilities of Peninsula Projects (Bangalore) Private Limited (PPPL). The outlook on the long-term rating is
Stable.

Rationale

The assigned rating derives comfort from the hotel’s favourable location in Whitefield, Bamgalore, the
city’s IT hub, and its brand recognition due to the tie-up with Royal Orchid Hotel Group (ROHG). The
rating also draws comfort from the continuing financial support from PPPL’s promoters, enabling it to
meet its debt-servicing obligations amid net losses.

The assigned rating, however, is constrained by the weak financial profile of PPPL, characterised by net
losses due to high interest and depreciation costs, also leading to eroded net worth, weak coverage
indicators and sizeable repayment obligations to be met vis-a-vis the cash accruals of the company. The
rating also takes into account the subdued operational metrics of the company substantiated by a decline in
room revenues since FY2014 due to intense competition in the location of the property. This also led to a
decline in the revenue per available room (RevPar) over the years. The rating also factors in PPPL’s
susceptibility to the inherent cyclicality of the hotel industry.

Going forward, the hotel’s ability to improve its occupancy and ARR in the intensely competitive
Whitefield market would be critical to become self reliant in servicing its debt-repayment obligations.

Key rating drivers
Credit strengths
e Favourable location of PPPL’s hotel, Royal Orchid Suites (ROS), in Whitefield in Bangalore that
has a large catchment of IT companies
o Management tie-up with Royal Orchid Hotels provides a strong brand name besides marketing
and advertising linkages
e Continuing and timely financial support from group companies towards PPPL’s debt-servicing
obligations

1100 lakh = 1 crore = 10 million
2 For complete rating scale and definitions, please refer to ICRA’s website www.icra.in or other ICRA Rating Publications.
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Credit weaknesses

e Inability of the company to turn profitable despite having been in operations for many years

e Intense competition in the market given the presence of a large number of hotels, limiting the
company’s pricing flexibility while also impacting the occupancy levels

o Weak financial profile characterised by net losses due to high depreciation and interest expenses
and weak coverage indicators

e Single-property concentration risk resulting in complete dependence of PPPL on demand-supply
scenario in Bangalore hospitality market

Description of key rating drivers:

PPPL has a single hotel property in Bangalore with 88 rooms that has been operational for eight years
now. The occupancy level in the hotel has declined marginally in FY2017 due to competition. The hotel
has achieved average room rate (ARR) of Rs. 2,569 with an average occupancy of 73% in FY2017
against ARR of Rs. 2467 with an average occupancy of 79% witnessed in the FY2016. PPPL has a 10-
year agreement (ending July, 2018) with Royal Orchid Hotel Group (ROHG) to brand the hotel as ‘Royal
Orchid Suites’. The hotel benefits from ROHG’s reservation systems along with strong brand recognition.
The hotel’s primary target customer segment is business travellers from whom it receives 75% of its total
bookings. Its presence in Whitefield, which has a sizeable presence of IT companies, augurs well for the
hotel.

The hotel faces competition from the existing 4-star and 5-star hotels in the vicinity, limiting its pricing
flexibility. As the financial profile of the company is weak, it might have to continue to depend on
funding support from promoters and group companies for timely debt servicing. The revenues remain
susceptible to adverse market conditions in Bangalore as its operations are limited to a single property,
Improvement in ARR and occupancy levels would be important to scale up operations and the
profitability of the company.

Analytical approach
For arriving at the ratings, ICRA has applied its rating methodologies as indicated below.

Links to applicable Criteria
Corporate Credit Rating — A Note on Methodology

About the company:

Peninsula Projects (Bangalore) Private Limited owns a four-star hotel named Royal Orchid Suites at
Whitefield in Bangalore, which has been operational since January 2009. PPPL is promoted by
Bangalore-based Vaswani Group, which is primarily involved in real-estate operations. The hotel has a
management tie-up with Royal Orchid Hotel Group (ROHG) and mainly targets business travelers of
companies situated in the area. It consists of 88 rooms that include 42 executive apartments, 42 studio
apartments and four penthouse suites, apart from a banquet hall, lounge bar, restaurant, spa and
swimming pool.

As per provisional results of FY2017, the company reported a net loss of Rs. 1.09 crore on an operating
income of Rs. 7.71 crore against a net loss of Rs. 0.97 crore on an operating income of Rs. 7.65 crore in
FY2016.

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable


https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf

Rating history for last three years:
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Table:
S.No | Name of Current Rating Chronology of Rating History for the
Instrument past 3 years
Type Month-year | Month- Month- Month-
& year & year & year &
(Rs. crore) Rating Rating in Rating in Rating in
FY2017 FY2016 FY2015
July 2017 | June 2016 | May 2015 | July 2014
1 Asset Long Term [ICRA]IB - - -
Backed (Stable)
Loan
2 Term Loan | Long Term - [ICRA]BB- | [ICRA]BB- | [ICRA]BB-
(Stable); (Stable) (Stable)
Suspended

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/
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Annexure-1

Instrument details

Name of the Date of Coupon rate | Maturity Date Size of the Current
instrument issuance/sanct issue Rating and

ion (Rs. crore) Outlook

Asset Backed June, 2016 - July, 2026 20.00 [ICRA]B

Loan

(Stable)
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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.
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