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Ratings 

  Amount (₹ crore) Rating1 Rating Action 

Non Convertible Debentures 185.00 
CARE D 

(Single D) 
Assigned 

Total Long Term Instruments 
185.00 

(₹ One Hundred Eighty-Five Crore Only) 
  

 

Details of instruments/facilities in Annexure-1 

 

Detailed Rationale & Key Rating Drivers 

CARE has assigned the rating of CARE D to the proposed Non-Convertible Debentures (NCD) of Empee Hotels Limited (EHL). 

Facilities with this rating are in default or are expected to be in default soon. The rating factors in the ongoing delays in servicing 

of debt obligations of Edelweiss Asset Reconstruction Company (EARC) by EHL. 

 

Rating Sensitivities 

Positive Factors - Factors that could lead to positive rating action/upgrade: 

• Timely servicing of debt obligations for more than 3 months  
• Deleveraging of balance sheet through fund infusion or asset monetization and improvement in liquidity position of the 

company. 
 

Detailed description of the key rating drivers  

Key Rating Weakness 

Ongoing delays in debt obligations to EARC 

On account of consistent liquidity issues, the company has delayed in meeting the debt obligations for the period of FY20, FY21 

and FY22. The company entered into one-time settlement (OTS) agreement with the lender (EARC) during March 2022, as per 

which the company was liable to pay Rs 205 crore, by May 31, 2022. The company could pay only Rs 17 crore out of the total 

outstanding amount as on date (June 17, 2022). The proceeds from the proposed NCD would be utilized towards settling the 

amount of OTS and the balance amount is proposed to be paid by promoters. 

 

Weak Financial Profile 

The company has weak financial risk profile characterized by high leverage and poor debt coverage indicators. Going forward, 

EHL’s cash flow from hotel operations, would not be sufficient to meet the debt obligations related to proposed NCDs. Hence, 

there would be significant reliance on promoters for timely fund infusion to repay the quarterly interest obligations and bullet 

principal repayment at the end of two years. The promoters are expected to monetise some of their assets or develop another 

land in JV for a commercial real estate project to meet the debt obligations related to proposed NCDs. 

 

Key Rating Strength 

Experienced promoters 

EHL is promoted by Mr. MP Purshothaman who is also serving as Chairman of EHL. Mr.MP Purshothaman has extensive experience 

of over five decades in hospitality business and has also held the position of President of Tamil Nadu Hotels and Restaurants 

Association for close to 22 years. Mrs. Nisha Purshothaman, who is serving as a Managing Director of EHL also has a rich 

experience of over 3 decades in hoteling and hospitality business. 

 

Favourable location of hotels and strong Brand image of ‘Hilton’ 

The hotel is located in Ekkaduthangal, which is close proximity to the Chennai airport and IT clusters of Chennai. Chennai has the 

sixth busiest airport in the country (based on passenger traffic in 2021-22), and also enjoys the status of being the second largest 

exporter of Information technology and business process outsourcing (BPO) services, after Bengaluru, in India. Thus, owing to 

the hotel’s favorable location, EHL benefits from influx of business and leisure travelers. 

Further, EHL has a long-term association with Hilton group, UK which is one of the largest hospitality brands across the world 

and has a stellar reputation among the international business and leisure travelers. The hotel is operated by the name ‘Hotel 

Hilton’ and is fully managed by the Hilton group. In consideration, Hilton charges from EHL 2% of revenue as management fees 

                                                      
1Complete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications  

http://www.careedge.in/
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and further 8% of gross operating profit as incentive fees, which is calculated as per defined terms, for managing the hotel. 

Further EHL also shares, 2% of revenue as group service benefit (GSB) with Hilton. 

 

Liquidity: Poor 

The liquidity position of the company stands Poor. The cash balance as on March 31, 2022 stood low at Rs 0.51 crore. The 

expected cash flows of the company would not be sufficient to meet the debt obligations for proposed NCDs. The company, over 

the years apart from operating cash flows is dependent on promoter funds to honour its debt obligations. Going forward, the 

company plans to honour its debt obligations in future for proposed NCDs mainly through equity infusion by the promoters. 

 

Analytical approach: Standalone 

 

Applicable Criteria 

CARE’s Policy on Default Recognition 

Rating Methodology - Hotel Industry 

Financial ratios – Non-Financial Sector 

Liquidity Analysis of Non-Financial Sector Entities 

Criteria on assigning ‘outlook’ and ‘credit watch’ to Credit Ratings 

 

About the Company 

Empee Hotels Ltd (EHL) was incorporated in 2004 primarily to develop a 5-star deluxe hotel project in Chennai. The company 
commenced its hotel operations in 2011. EHL is promoted by Mr. M.P. Purushothaman, Chairman of Empee group of companies. 
EHL currently owns a 204 rooms 5-star deluxe category hotel in the name of ‘Hotel Hilton’ at Ekkaduthangal, in Chennai. 
 

Brief Financials (Rs. Crore) 31-03-2020 (A) 31-03-2021 (A) 31-03-2022 (UA) 

Total operating income 91.05 30.10 42.05 

PBILDT 28.88 5.53 3.34 

PAT -10.97 -24.00 -11.56 

Overall gearing (times) -3.91 -3.08 -2.97 

Interest coverage (times) 1.06 0.25 0.52 

A: Audited UA: Unaudited 

 

Status of non-cooperation with previous CRA: Not Applicable 

 

Any other information: Not Applicable 

 

Rating History for last three years: Please refer Annexure-2 

 
Covenants of rated instrument / facility: 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 
Instrument 

ISIN 
Date of 

Issuance 
Coupon 

Rate 
Maturity 

Date 

Size of 
the 

Issue 
(₹ 

crore) 

Rating Assigned 
along with Rating 

Outlook 

Debentures-
Non-Convertible 
Debentures 
(Proposed) 

- Proposed 

First 12 months of 
issuance 

Initial 6 months-21.5% 
Subsequent 6 months-20%. 
Second 12 months of 
issuance 
18.5% till maturity. 

2 years 
from the 
issuance 

185.00 CARE D 

 

  

https://www.careratings.com/pdf/resources/Policy%20on%20Default%20Recognition_Sep%202021%20(21-6-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology-Hotel%20Industry_July2020.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%20Final.pdf
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Annexure-2: Rating History of last three years 

Sr. 
No. 

Name of the 
Instrument/Bank 

Facilities 

Current Ratings  Rating History 

Typ
e  

Amount 
Outstanding 

(₹ crore)  
Rating  

Date(s) 
and 

Rating(s) 
assigned 
in 2022-

2023 

Date(s) 
and 

Rating(s) 
assigned in 
2021-2022 

Date(s) 
and 

Rating(s) 
assigned in 
2020-2021 

Date(s) 
and 

Rating(s) 
assigned in 
2019-2020 

1 

Debentures-Non-
Convertible 
Debentures 
(Proposed) 

LT 185.00 CARE D - - - - 

 

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities 

Name of the Instrument Detailed explanation 

A. Financial covenants  

I. Maintenance of Trust and Retention Account Open and maintain the Trust and Retention Account with a 
scheduled commercial bank. Any change in the designated 

bank has to be approved by the Debenture Trustee 

II EBITDA conditions The EBITDA from the hotel for the financial year ending on 
March 31, 2023 shall be equal to or more than INR 20 crores 
and for financial year ending on March 31, 2024 shall be 
equal to or more than INR 25 crores 

III Promoter Contribution Promoter Contribution of Rs 20 crore within 6 months from 
the date of allotment of NCDs. 

B. Non financial covenants  

II Agreement with Hilton To continue with Hilton Operating agreement upto December 
31, 2032 

III No Objection from EARC To obtain EARC’s no objection for payment of OTS amount 
and creation of security 

 

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

Sr 
No 

Name of instrument Complexity level 

1 
Long Term Instruments-Debentures-Non-Convertible Debentures 
(Proposed) 

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 instrument: CARE Ratings Ltd. 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. 

 

 

  

https://www.careratings.com/Bankdetails.aspx?Id=AruekNMHjEDXg4YZXK1Gzw==


 

4 CARE Ratings Limited 

 

Press Release  

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 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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