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Credit Update

The ratings assigned to the bank facilities of Bharat Hotels Limited (BHL) are on ‘Credit Watch with Negative Implications’. CARE
in its earlier reviews has taken into cognizance the One-time restructuring (OTR) plan implemented w.e.f. June-21 in Bharat
hotels Ltd (BHL). The approved plan assumed monetization of certain assets resulting in de-leveraging of the balance sheet of
BHL, which is currently pending. The company has intimated CARE regarding its evaluation of various alternatives including the
monetization of ‘Mumbai property’ in order to deleverage the balance sheet. The management is in active discussions and
exploring the above opportunities. As informed by the management, either of the options are likely to be finalized and executed
within 1-2 months. However, the company shall not be able to meet the threshold ratio of TOL/ATNW (Total outside liabilities/
Adjusted tangible net worth) prescribed to be met till Mar 31, 2022 by RBI in its circular dated Sept 07, 2020. BHL has been
making all the debt repayments so far regularly as per the OTR plan.

Till the emergence of clarity in this regard, CARE will continue to monitor the developments closely and will take a view on the
ratings once the exact implications of the above events on the credit risk profile of the company are clear.

Detailed Rationale & Key Rating Drivers

The ratings assigned to the bank facilities of Bharat Hotels Limited (BHL) continue to remain constrained by its deteriorated
capital structure and stretched liquidity profile. The rating also take into account the vulnerability of revenues to inherent
industry cyclicality, economic cycles and exogenous events, regional trends in tourism and competition risk.

The ratings continue to derive strength from BHL's experienced promoters, long track record of operations in the hospitality
business, established relationship with corporate clients and diversified portfolio of properties.

The ratings assigned to the bank facilities of Bharat Hotels Limited (BHL) continue to remain on ‘Credit Watch with Negative
Implications’ for reasons explained above.

The previous detailed press release is available on the following link: Click here

Liquidity: Stretched

The liquidity position of the company stands stretched. The company generated cash losses during FY21. The fund
requirements were met by availing interest and principal moratorium for the period Mar-20 to Aug-20. The company (BHL
standalone) had free cash and bank balance of Rs.67 cr as on Mar 15, 2022 (PY: Rs.24 crore as on March 31, 2021) in form of
fixed deposits of Rs.43 cr and remaining as bank balances. As against these, there are nil debt repayments in BHL standalone
(due to restructuring of loans with repayments commencing from March-23). In its subsidiaries, there is liquidity of Rs.7 cr and
repayment of Rs.22 cr (Kujjal Hotels Pvt Ltd and Lalit Great Eastern Kolkata) in FY22 and FY23 each. BHL has extended
corporate guarantee for loans availed in these subsidiaries and the repayments of the same are considered in the consolidated
profile of BHL. In the underlying subsidiaries the group has availed additional ECLGS loans to the tune of Rs.19 cr in KHPL and
Rs.18 cr in LGEKHPL, which is giving comfort in respect of the debt repayments in these entities. Currently, the debt servicing
(which is only interest servicing in BHL and remaining in subsidiaries) is primarily being met out of operational cashflows. BHL
(Consol) has reported PBILDT of ~Rs.110 cr till Feb-22.

Further, BHL (on consolidated) has sanctioned working capital limits of Rs.84 crore including PCFC of Rs. 25 cr supporting the
working capital requirements. The operating cycle stood negative at 59 days in FY21 (FY: -16 days), mainly due to higher credit
period availed from the creditors. The average CC utilization stood around 15%-20% in FY21. Furthermore, the company had
received termination letter from NDMC dated Feb-2020 pertaining to the termination of land license of commercial
establishment of New Delhi. The company has filed writ petition to High and the matter is still sub-judice with next hearing date
in April-2022. NDMC raised a demand of Rs. 198.77 cr which may materially impact the financial position of BHL in case of
materialization and hence this also remains a monitorable.

Analytical approach:

Consolidated; For analysing BHL, consolidated financials have been considered which includes the support to be extended to
2 subsidiaries operating under the same for which BHL has issued unconditional & irrevocable corporate guarantee. List of
entities being consolidated:

Entity Relation Shareholding as
on Mar 31, 2021

Jyoti Ltd Subsidiary 99.99%

Lalit Great Eastern Kokata Hotel Ltd Subsidiary 90.00%

Prime Cellular Ltd Subsidiary 99.60%

Prima Buildwell Pvt Ltd Subsidiary 100.00%

Kujjal Hotels Pvt Ltd Subsidiary 50.00%

The Lalit Suri Educational & Charitable Trust Management control 100.00%
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https://www.careratings.com/upload/CompanyFiles/PR/28122021062833_Bharat_Hotels_Limited.pdf
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About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide
array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by
knowledge and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including
CPs, corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited are opinions on the likelihood of timely payment of the obligations under the rated
instrument and are not recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or
hold any security. These ratings do not convey suitability or price for the investor. The agency does not constitute an audit on
the rated entity. CARE Ratings Limited has based its ratings/outlooks based on information obtained from reliable and credible
sources. CARE Ratings Limited does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions and the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE Ratings Limited have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE Ratings Limited or its subsidiaries/associates may also be involved with other commercial
transactions with the entity. In case of partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings Limited
is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The
rating/outlook may undergo a change in case of withdrawal of capital or the unsecured loans brought in by the
partners/proprietor in addition to the financial performance and other relevant factors. CARE Ratings Limited is not responsible
for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve

acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careedge.in
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