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(SiggiiAPlesl')cg:i\llsok' Revised from CARE A; Stable

o (Single A; Outlook: Stable)
Positive)
CARE A+; Positive / Revised from CARE A; Stable

167.01

Long Term Bank Facilities (Reduced from 176.75)

Long Term / Short Term Bank 24.80 CARE Al / CARE A2+ (Single A;
Facilities ’ (Single A Plus; Outlook: Outlook: Stable / A Two
Positive/ A One) Plus)
191.81

(X One Hundred Ninety-One
Crore and Eighty-One Lakhs
Only)

Total Bank Facilities

Details of instruments/facilities in Annexure-1.

Detailed rationale and key rating drivers

The revision in the rating assigned to the bank facilities of Delhi Duty Free Services Private Limited (DDFS) factors in improvement
in operational and financial performance of the company during FY22 (refers to the period from April 01 to March 31) and Q1FY23
(Unaudited; Q1 refers to the period from April 01 to June 30) characterised by healthy improvement in total operating income
and profitability. The improvement was largely on account of healthy year-on-year and month-on-month improvement in
international passenger traffic. During March 2022, the international travel has been opened by Government of India (GOI) as
COVID-19 pandemic recedes leading to improvement in revenue and profitability of the company. The ratings continue to derive
strength from its monopolistic position as the exclusive operator of the large duty-free space at Indira Gandhi International Airport
(IGIA) and the long-standing experience of its international promoter in duty free retailing. The ratings also continue to take
comfort from the company’s healthy capital structure and strong liquidity position. The ratings, however, continue to remain
constrained by minimum monthly guarantee (MMG) obligation towards concessioning authority and the concentration risks, both
in terms of the high proportion of revenue derived from liquor and tobacco and its entire revenue being derived from IGIA. The
ratings are further constrained by the competitive nature of industry with strong linkage of the company’s business volumes with
the prospects of the travel and tourism industry.

Rating sensitivities
Positive factors — Factors that could lead to positive rating action/upgrade:
e Timely revival in passenger footfall at the stores of the company to pre-covid levels resulting in sustained improvement
in the total operating income to above Rs.1300 crore and sustained EBITDA Margin of more than 15%

Negative factors — Factors that could lead to negative rating action/downgrade:
¢ Slower than envisaged ramp-up in international passenger traffic numbers
e Depletion in liquidity buffers of the company on account higher than envisaged cash outflow in the form of dividend
and/or loans and advances resulting in stretched liquidity position of the company
e Any higher than envisaged debt funded capital expenditure resulting in deterioration of overall capital structure

Outlook: Positive

The revision in outlook to ‘Positive’ takes into account CARE’s expectation of further improvement in the international passenger
traffic at DIAL on month-on-month basis which is expected to reach to pre pandemic levels by the end of FY23 which shall result
in further improvement in overall financial risk profile of the company going forward. The outlook may be revised to ‘Stable’ in
case of lower than expected recovery in international passenger traffic.

Detailed description of the key rating drivers

Key rating strengths

Improvement in income and profitability of the company during FY22 and Q1FY23 owing to recovery in
international passenger traffic

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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The financial performance of the company improved during FY22 with a growth of ~137% in total operating income over FY21.
TOI reported during FY22 stands at Rs.645.95 crore as against Rs.272.23 crore during FY21. Similarly, EBITDA and PAT also
improved significantly during FY22 and stands at Rs.101.50 crore & Rs.188.34 crore respectively as against negative EBITDA of
Rs.21.65 crore and net loss of Rs.30.13 crore during FY21. The company has received GST refund of Rs.180.43 crore during FY22
which has boosted the liquidity of the company. Since sales and purchase made by the company is free of GST. However, company
has to pay GST on various expenditures done during the ordinary course of business like rent of the premises, concession fees or
MMG etc.

Improvement in capital structure and debt coverage indicators

The company'’s capital structure continues to remain comfortable with low outstanding term debt of Rs.9.01 crore and very low
utilization level of working capital borrowing as on March 31, 2022. The overall gearing improved to 0.21x as on Mar 31, 2022,
as against 0.49x as on March 31, 2021. The company does not have any debt funded capex plans in the near term. Interest
coverage stood at 9.35x and Total Debt/GCA stood at 0.36x in FY22. Going forward, any deterioration in the capital structure of
the company marked by increase in overall gearing shall be a key monitorable.

Location advantage and exclusivity agreement

The fortunes of a duty-free operator are directly related to the international passenger traffic at the airport in which it is operating.
DDFS is the sole operator of duty-free shops located at the Terminal T3 of IGIA in Delhi. DDFS benefits from the fact that IGIA
is the busiest airport in India, and among the busiest airports in the world. As per the concession agreement, there is exclusivity
provided to DDFS for the sale of items falling under the category of liquor and tobacco (the two items contributed about 68% of
the total sales in the last three years). As the two categories elicit high rates of duty in India, DDFS has a natural advantage and
is a preferred destination for purchase by arrival passengers.

Long standing experience of one of the promoters

DDFS is jointly promoted by Delhi International Airport Limited (DIAL), AerRianta International (ARI) through Yalorvin Limited
and GMR Airports Limited (GAL). The management team has rich experience in handling the duty-free business in the global and
domestic markets. ARI is a wholly owned subsidiary of the Dublin Airport Authority, Ireland. It manages airports’ retail business
at a number of airports in Middle East, Cyprus, India, Canada, Eastern Europe, Russia, Ukraine, the Caribbean and China.

Key rating weaknesses
High cost by way of minimum monthly guaranteed obligation towards license fee

As per the licence agreement, DDFS is required to pay to DIAL a monthly licence fee; marketing fee of 1% of the sales and Rs.
921/sqmt towards airport services charges. There is a provision of minimum monthly guarantee (MMG) in the agreement, which
ensures fixed payment to DIAL in case revenue share payable is less than MMG. The MMG is calculated @ US$ 2.18 per projected
passenger and the same is paid in advance to DIAL on 7t of every month. However, until now, the risk has been partially mitigated
by consistent growth in spend per passenger levels owing to which the license fee has been paid in line with the applicable
revenue share, and thus effectively a variable charge. Further, since the onset of the pandemic and subsequent fall in international
passenger traffic, DIAL had waived off MMG payment until June 2022. But from July 2022 onwards, Company is paying higher of
MMG or applicable revenue share.

Geographical concentration risk with entire revenue being derived from Delhi International Airport

DDFS derives its entire revenue from IGIA reflecting geographical concentration risk. The revenues are directly linked to air
passenger traffic which may be impacted from upcoming airports in the region. Besides, the licence term for a major area is 15
years which would expire in July 2025. The revenues are directly linked to air passenger traffic which may be impacted from
upcoming airports in the region.

Exposure towards group company

Company has made an inter corporate deposit of Rs.67 crore with one of its group companies i.e., GMR Airport Developers Limited
at an interest rate of 8% p.a. As per agreement, GMR Airport Developers Limited shall repay the loan within 2 years from the
date of agreement i.e. (January 22, 2022) or at demand. Further developments in this regard, pertaining to the timely receipts
of the funds and going forward any higher than envisaged exposure towards group companies shall remain a key rating
monitorable.

Liquidity: Strong
The liquidity profile of the company is strong with free cash and bank balance of Rs.58.70 crore as of July 31, 2022. Going
forward, company has low term debt obligation as against expected healthy GCA. Further, the company has Rs.100 crore of
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sanctioned fund-based limits which had average utilization at ~14.00% during the last 12 months ended May 2022. The current
ratio for the company stood at 1.52x as on March 31, 2022. Further, the comfortable capital structure provides sufficient headroom
for the company to borrow in case of any exigency.

Analytical approach: Standalone

Applicable criteria

Policy on default recognition

Financial Ratios — Non financial Sector

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch

Short Term Instruments

Retail

About the company

DDFS is a joint venture among Delhi International Airport Limited (DIAL; holding 49.9% stake), AerRianta International (ARI;
through its subsidiary Yalorvin Limited holds 33.07% stake) and GMR Airports Limited (GAL, holding 17.03% stake, rated ‘CARE
A-; Negative/ CARE A2+. The company entered into the agreement with DIAL to develop duty free shops at Terminal 3, Indira
Gandhi International Airport (IGIA) in Delhi. The operations of the company commenced on July 28, 2010, and the agreement
involves setting up and operating the duty-free outlets spread across the departure and arrival sections. The total concession
area is divided into three sections of 4,700 square metres (sqmt), 352 sqmt and 93.60 sqmt. (The main area of 4,700 sgmt is
operational since beginning and concession is valid for 15 years and approval for extension of concession of the area having 352
sq mt and 93,60 sq mt recently received by the company for Co-terminus to main license agreement.

Brief Financials (X crore) March 31, 2021 (A) March 31, 2022 (A) Q1FY23 (UA)

Total operating income 272.23 645.95 321.87
PBILDT -21.65 101.50 64.57
PAT -30.13 188.34 54.50
Overall gearing (times) 0.49 0.21 0.15

Interest coverage (times) -2.24 9.35 39.13

A: Audited, UA: Unaudited

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating history for the last three years: Please refer Annexure-2

Covenants of the rated instruments/facilities: Detailed explanation of covenants of the rated instruments/facilities is

given in Annexure-3

Complexity level of various instruments rated for this company: Annexure-4

Annexure-1: Details of instruments/facilities

Name of the Coupon | Maturity SlzIe R Rating Assigned along with
ssue .
Instrument Rate Date Rating Outlook
(X crore)

Term Loan-Long } June . .
Term 2023 9.01 CARE A+; Positive
Fund-based-Long ) ) -
Term 100.00 CARE A+; Positive
Non-fund-based- R
LT/ST - - 24.80 CARE A+; Positive / CARE Al
Non-fund-based-Long : - 58.00 CARE A+; Positive
Term
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https://www.careratings.com/pdf/resources/Policy%20on%20Default%20Recognition_Sep%202021%20(21-6-22).pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-May%2022.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
https://www.careratings.com/pdf/resources/Rating%20outlook%20and%20credit%20watch%20_May%202022%20(15-7-22).pdf
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Annexure-2: Rating history for the last three years

Current Ratings Rating History
A o and | and) and
e Type | Oucomig  Rating RONOE)  Rafing)  Rafing) Rating)
(X crore) ?SS|gned :_:155|gned z_:nsggned ?smgned
in 2022- in 2021- in 2020- in 2019-
1)CARE A; 1)CARE AA-
Stable ; Negative
Term Loan-Long CARE (24-Mar-22) | 1)CARE A+; | (25-Mar-20)
1 Term LT 9.01 A+; - Negative
Positive 2)CARE A; (07-Oct-20) | 2)CARE AA-
Negative ; Stable
(02-Jun-21) (05-Apr-19)
1)CARE A; 1)CARE AA-
Stable ; Negative
CARE (24-Mar-22) | 1)CARE A+; | (25-Mar-20)
2 $::‘r?1'base‘j"'°”g LT 100.00 A+; - Negative
Positive 2)CARE A; (07-Oct-20) | 2)CARE AA-
Negative ; Stable
(02-Jun-21) (05-Apr-19)
1)CARE A; 1)CARE AA-
Stable / ; Negative /
CARE CARE A2+ CARE A1+
A+: (24-Mar-22) | DCARE A+ 1 50 Mar-20)
3 Non-fund-based- LT/ST* 24.80 Positive | - Negative /
LT/ST ’ CARE Al
/ CARE 2)CARE A; (07-Oct-20) 2)CARE AA-
Al Negative / ; Stable /
CARE A2+ CARE A1+
(02-Jun-21) (05-Apr-19)
1)CARE A; 1)CARE AA-
Stable ; Negative
CARE (24-Mar-22) | 1)CARE A+; | (25-Mar-20)
4 fg:éf$2fr;1based' LT 58.00 A+; - Negative
Positive 2)CARE A; (07-Oct-20) | 2)CARE AA-
Negative ; Stable
(02-Jun-21) (05-Apr-19)

*Long term/Short term.

Annexure-3: Detailed explanation of the covenants of the rated instruments/facilities: Not Applicable

Annexure-4: Complexity level of various instruments rated for this company

Sr. No. \ Name of Instrument \ Complexity Level
1 Fund-based-Long Term Simple
2 Non-fund-based-Long Term Simple
3 Non-fund-based-LT/ST Simple
4 Term Loan-Long Term Simple

Annexure-5: Bank lender details for this company
| To view the lender wise details of bank facilities please click here |

Note on complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis of
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any clarifications.
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Contact us

Media contact

Name: Mradul Mishra

Phone: +91-22-6754 3596

E-mail: mradul.mishra@careedge.in

Analyst contact

Name: Puneet Kansal

Phone: +91-11-4533-3225

E-mail: puneet.kansal@careedge.in

Relationship contact

Name: Swati Agrawal

Phone: +91-11-4533 3200

E-mail: swati.agrawal@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings 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 has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings 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 have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings 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 is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information, please visit www.careedge.in
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