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Facilities Amount (X crore) Rating Action

Revised from CARE B+; Stable and
moved to ISSUER NOT COOPERATING
category

CARE B; Stable; ISSUER

Long-term bank facilities 12.00 NOT COOPERATING*

Details of facilities in Annexure-1.
*Issuer did not cooperate; based on best available information.

Rationale and key rating drivers

CARE Ratings Ltd. (CARE) has been seeking monthly ‘No Default Statement (NDS)’ from Imperial Hotels and Resorts (IHR) to
monitor the rating(s) vide e-mail communications/letters dated July 22, 2024 and September 02, 2024, among others and
numerous phone calls. However, despite our repeated requests, the company has not provided the NDS for monitoring the ratings.
In line with the extant SEBI guidelines, CARE has reviewed the rating on the basis of the best available information which however,
in CARE's opinion is not sufficient to arrive at a fair rating. The rating on SMIPL’s bank facilities will now be denoted as CARE B;
Stable; ISSUER NOT COOPERATING*

Users of this rating (including investors, lenders, and the public at large) are hence requested to exercise caution
while using the above rating(s).

The ratings have been revised on account of inability to monitor the performance of the company due to lack of requisite
information which is critical for assessing the credit profile of the company. The ratings continue to constrained by its partnership
nature of constitution, intense competition and inherent cyclicality of the hospitality industry with dependence on tourist arrivals,
longer gestation period and seasonality associated with the hospitality sector.

The ratings, however, derive strength from its experienced partners even though they are venturing into an unrelated area and
tie-up with Cygnett Hotels and Resorts Pvt. Ltd (CHRPL).

Analytical approach: Standalone
Outlook: Stable

Detailed description of key rating drivers:

The ratings have been revised on account of inability to monitor the performance of the company due to lack of requisite
information which is critical for assessing the credit profile of the company.

Key weaknesses

Partnership nature of constitution

IHR, being a partnership firm, is exposed to the inherent risk of the partner’s capital being withdrawn at the time of personal
contingency and firm being dissolved upon the death/retirement/insolvency of the partners. Moreover, partnership firms have
restricted access to external borrowing as credit worthiness of partners would be the key factors affecting credit decision for the
lenders.

Intense competition and inherent cyclicality of the hospitality industry with dependence on tourist arrivals

The hospitality industry is highly sensitive to the untoward events such as slowdown in the economy. The hospitality industry is
cyclical in nature. i.e., during positive cycles the industry witnesses’ periods of sustained growth and sees healthy average room
rates (ARRs) and occupancy rates (ORs). When recession sets in, the ORs begin to decline followed by the ARRs. In the recovery
phase, ORs starts to move up and eventually the ARRs also start to increase. While the macro-economic factors affect the business
destinations (Rev PARs, growth is sensitive to the macro-economic indicator such as the nominal GDP, inflation, lending rates,
etc.), the leisure destinations show a greater sensitivity to non-economic factors such as terror attacks, health related travel
warning, etc. Cyclical nature of the hotel industry and increasing competition from already established hotels has impacted
performances of industry players. The entity’s hotel property is located at Tezpur, an industrial and commercial region, thereby
benefitting in terms of higher domestic as well as foreign tourist arrivals.

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
*Issuer did not cooperate; Based on best available information
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Seasonality associated with the hotel industry

The demand for hotel and hospitality sector has a direct relation to the overall health of economy. The Indian hotel industry
normally experiences high demand during March to June month, mainly on account of summer vacations and from October to
November mainly on account of festive vacations all over India. However, this trend is seeing a change over the recent few years.
Hotels have introduced various offerings to improve performance (occupancy) during the lean months. These include targeting
the conferencing segment and offering lucrative packages during the lean period.

Key strengths

Experienced partners, though venturing into unrelated area

Mr. Khaitan, a graduate, is a businessman having business experience of more than 22 years in the field of construction under
the name and style of M/s M. P. Khaitan. He is also a director in other entities which are engaged in the construction and sale of
commercial and residential buildings. Further, he is a partner in entities engaged in manufacturing pet preforms, packaged
drinking water and paint pails. Mr. Agarwal, having business experience of more than 20 years, is engaged in the trading business
of hardware goods, building construction materials. Mr. Tibrewala, a graduate professional, is having business experience of more
than 40 years in the business of rice milling, mustard oil milling, trading of local agricultural products, plywood and hardware
items. The partners are venturing into the hospitality industry for the first time even though they are experienced in other
unrelated businesses.

Completion of construction of the hotel and commencement of commercial operation

IHR has completed the construction of 3-star Hotel in June 2023 (revised from January 2023) at a revised estimated cost of
%20.57 crore (revised from %19.07 crore). The bank disbursed the entire term loan of X12.00 crore after the promoters brought
in their contribution of ¥7.07 crore. The promoters also had to infuse additional ¥1.50 crore in form of unsecured loan due to the
cost overrun.

Tie-up with Cygnett Hotels

The promoter had entered into an agreement in October 2020 with CHRPL which is engaged in the business of providing operating,
marketing and technical consultancy services to hotels under the brand nhame CYGNETT and has the necessary expertise in this
field. The promoters have finalized CHRPL to operate the hotel in accordance with the brand’s standards.

Applicable criteria
Policy in respect of non-cooperation by issuers
Definition of Default
Rating Outlook and Rating Watch
Hotels & Resorts
Financial Ratios — Non financial Sector
Service Sector Companies

About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry Basic industry
Consumer Discretionary Consumer Services Leisure Services Hotels & Resorts

IHR is a partnership firm, established in December 2019, by Mr. Govind Khaitan, Mr. Jitendra Agarwal and Mr. Santosh Tibrewal.
IHR has developed a 3-star hotel in Tezpur, Assam, built over an area of 47,700 Sq. ft. across 5 floors, which includes 44 rooms,
1 restaurant, 1 mini conference hall, 1 banquet halls, spa, gym, etc. with a back office and service area in a commercial building
in Tezpur.

Brief financials: Not applicable since it was a project stage entity till FY23 and has commenced operations in June 2023. Post
this, no new financials are available.

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating history for last three years: Annexure-2

Detailed explanation of covenants of rated instrument / facility: Annexure-3
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https://www.careratings.com/upload/pdf/get-rated/CARE%20Ratings%E2%80%99%20criteria%20on%20information%20adequacy%20risk%20and%20issuer%20non-cooperation%20-%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition%20-%20August%202024.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20outlook%20and%20rating%20watch%20_Dec%202022(21-12-22).pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology-%20Hotels%20&%20Resorts%20(14-12-22).pdf
https://www.careratings.com/pdf/resources/CARE%20Ratings%E2%80%99%20criteria%20on%20Financial%20Ratios%20-%20Non%20Financial%20Sector%20-%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology%20-%20Service%20Sector%20Companies%20December%202022(14-12-22).pdf
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Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Size of Rating Assigned

N f th D f M i
I:sTri;etnte Issa::n‘::e R(:::lzg/:) gt:t:ty the Issue and Rating
B ~ (X crore) Outlook
CARE B; Stable;
E—lﬁ?:::qsiga_n - - May 2032 12.00 ISSUER NOT
COOPERATING*

*Issuer did not cooperate; based on best available information.

Annexure-2: Rating history for last three years

Current Ratings Rating History

Date(s) Date(s) Date(s) Date(s)
and and and and
Rating(s) Rating(s) Rating(s) Rating(s)
assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2025 2024 2023 2022
1)CARE 1)CARE B;
Fund-based - LT- CARE B; Stable; B)+C- Stable Siz(a:ble ’
1 LT 12.00 ISSUER NOT - ! -

Term Loan (07-Aug- (12-May-
X
COOPERATING 23) 22)

Name of the
Instrument/Bank Amount

Facilities Type | Outstanding | Rating
(X crore)

*Issuer did not cooperate; based on best available information.
LT: Long term

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

Annexure-4: Complexity level of instruments rated

Name of the Instrument Complexity Level

1 Fund-based - LT-Term Loan Simple

Annexure-5: Lender details

To view the lender wise details of bank facilities please click here

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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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 detailed Rationale Report and subscription information,
please visit www.careedge.in

4| CARE Ratings Ltd.


mailto:mradul.mishra@careedge.in
mailto:rajat.tiwari@careedge.in
http://www.careedge.in/

