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Rating Rationale

Acuité has reaffirmed its long-term rating of ‘ACUITE BB' (read as ACUITE double B) to the Rs. 39.00
crore bank facilities of ADWALPALKAR CONSTRUCTIONS AND RESORTS PRIVATE LIMITED (ACPL). The
outlook is 'Stable’.

Further, Acuité has assigned a long-term rating of ‘ACUITE BB' (read as ACUITE double B) and short
tferm ratfing of 'ACUITE A4+' (read as ACUITE A four plus) fo the Rs. 9.00 crore bank facilities of
ADWALPALKAR CONSTRUCTIONS AND RESORTS PRIVATE LIMITED (ACPL). The outlook is 'Stable'.

Incorporated in 2010 at Goa, ACPL was promoted by Mr. Mahesh  Adwalpalkar, Mrs. Jyofi
Adwlpalkar and Mr. Shripad Adwalpalkar. The company is engaged in the construction of
commercial and residential properties along with running a chain of hotels with the brand name of
'Sing' in Goa. ACPL currently has six ongoing projects with a total saleable area of ~3,38, 930.53
square feet.

Analytical Approach
Acuité has considered the standalone financial and business risk profile of ACPL to arrive at the rating.

Kev Rating Drivers

Strengths

* Established track record of operations and experienced management

ACPL has present for almost a decade in the real estate and hospitality sector. ACPL was
incorporated in 2010 for the construction of residential and commercial properties in Goa. In
2012, the company entered intfo the hospitality segment. ACPL has successfully delivered 7
projects fill March 31, 2018 and presently, it has 6 ongoing projects at different stages of
construction and 1 project which is yet to start. ACPL's promoters have been associated with the
real estate sector since 1995 through their group partnership firm- M/s Adwalpalkar Constructions
(non-operational). Further, ACPL operates a reputed hotel chain in Goa with the brand name of
'Sing'. Acuité believes that ACPL's established frack record of successful project execution and
brand presence will continue to support its business risk profile over near to medium term.

* Geographical location advantage of the projects

All the projects of the company are based at prime locations in Goa, including Donapaula,
Bambolim and Margao. Tourism being a primary industry in Goa, ACPL's presence in tourist
aftractive sites will attract a greater footfall at their hotels.
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Weaknesses

* Moderate stage of project completion

The company is developing six commercial projects (for sale) along with a hotel (which will be
retained by ACPL) with a total saleable area of ~3,38,930.53 square feet in Goa. ACPL has
completed ~27.00 per cent (Rs.48.16 crore) of the total cost of construction of Rs.176.54 crore fill
February, 2019. Of the total saleable area, ~48.10 percent has been sold fill February, 2019. The
projects are expected to be completed by March, 2024. The fraction in receipt of customer
advances is dependent on project completion. The firm's ability to execute projects as per
schedule is highly dependent on fimely receipt of regulatory approvals along with  customer
advances, which forms major chuck of the total funding requirement of the projects. Therefore,
Acuité believes that the group's ability to execute the projects as per schedule and achieve sales
will remain key rating sensitivity.

¢ Competition from other real estate and hospitality players in the industry

The real estate industry in India is highly fragmented with most of the real estate developers having
region-specific presence. ACPL faces competition from other real-estate developers in Goa. ACPL
also faces the risk of low occupancy in its hotels on account of competition from other players in the
hospitality segment. However, an experience of alimost a decade, established brand name of
the hotels and good understanding of the region gives ACPL a competitive edge.

* High execution risk over susceptibility to Real Estate cyclicality and regulatory risks
ACPL is exposed to the cyclicality associated with the real estate sector. The company faces the risk
of volatile prices on account of frequent demand supply mismatches in the industry. The Real Estate
sector is under high stress on account of large amounts of unsold inventory and high borrowing costs.
Recent policy changes in regulatory framework by the government have added to the stress.
However, the same is mitigated as the projects are located at well-connected areas of Goa.

Liquidity Position

ACPL’s liquidity position remains moderate in the backdrop of repayment of debt obligations
accentuated by moderate bookings of its flats. However, the growing challenges and stress in
the real estate industry on account of sluggish sales and increase in unsold inventory is a
concern. Major portion of the company’s projects will be funded through customer advances
which will depend on the level of complefion and demand in the industry. Adequate customer
advances along with requisite infusion of promoter’'s funding will alleviate its liquidity pressures
and align its debt maturity profile with its cash flows from operations for the near future.

Outlook: Stable

Acuité believes that ACPL will maintain a ‘Stable’ outlook over medium term on account of its
established frack record in the industry. The outlook may be revised to ‘Positive’ in case the
company achieves significantly higher than expected customer advances and achieves
project execution as per schedule. Conversely, the ouflook may be revised to ‘Negative' in
case of slower than expected customer advances or in case of delay in project execution.

About the Rated Entity - Key Financials

Unit FY18 (Actual) FY17 (Actual) FY16 (Actual)
Operating Income Rs. Cr. 133.60 50.03 38.40
EBITDA Rs. Cr. 15.89 10.00 6.07
PAT Rs. Cr. 8.11 2.59 2.57
EBITDA Margin (%) 11.89 19.98 15.79
PAT Margin (%) 6.07 5.19 6.68
ROCE (%) 18.84 14.03 10.25
Total Debt/Tangible Net Worth Times 2.94 431 7.71
PBDIT/Interest Times 6.88 2.22 5.43
Total Debt/PBDIT Times 3.48 4.86 6.97
Gross Current Assets (Days) Days 239 964 1018
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Status of non-cooperation with previous CRA (if applicable)

None

Any other information
None

Applicable Criteria

¢ Enfities in the Service Sector - https://www.acuite.in/view-rating-criteria-8.htm

* Default Recognition - hitps://www.acuite.in/criteria-default.ntm
¢ Financial Ratios And Adjustments - hitps://www.acuite.in/view-rating-criteria-20.htm
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Note on complexity levels of the rated instrument
https://www.acuite.in/criteria-complexity-levels.htm

Rating History (Upto last three years)

Date Nan.'\.e. of Instrument / Term Amount (Rs. Cr.) Ratings/Outlook
Facilities
Dropline Overdraft Long Term 32.05 ACUITE BB / Stable
(Assigned)
Pr Droplin ACUITE BB / Stabl
08-Oct-2018 osé’r%?iﬂ opine Long Term 250 CU(Assign/eSd;]b ©
Term Loan Long Term 4.45 ACUITE BB / Stable
(Assigned)
*Annexure - Details of instruments rated
Name of the Facilities IstSLen::a C:t:::n Mgt‘;rgy Size (oRf;hgr.l)s sve Ratings/Outlook
Dropline Overdraft Not Not Not 32.05 ACUITE BB / Stable
Applicable | Applicable | Applicable (Reaffirmed)
Term loans Not Not Not 4,45 ACUITE BB / Stable
Applicable | Applicable | Applicable (Reaffirmed)
Overdraft Not Not Not 6.57 ACUITE BB / Stable
Applicable | Applicable | Applicable (Assigned)
Proposed Dropline Not Not Not 2.50 ACUITE BB / Stable
Overdraft Applicable | Applicable | Applicable (Reaffirmed)
Bank Guarantee Not Not Not 2.43 ACUITE A4+
Applicable | Applicable | Applicable (Assigned)
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About Acuité Ratings & Research:

Acuité Ratings & Research Limited (Erstwhile SMERA Ratings Limited) is a full-service Credit Rating
Agency registered with the Securities and Exchange Board of India (SEBI). The company received RBI
Accreditation as an External Credit Assessment Instifution (ECAI), for Bank Loan Ratings under BASEL-II
norms in the year 2012. Since then, it has assigned more than 6,000 credit ratings to various securities,
debt instfruments and bank facilities of entities spread across the country and across a wide cross
section of industries. It has its Registered and Head Office in Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not be treated as a
recommendation or opinion that is intended fo substitute for a financial adviser's or investor's independent
assessment of whether to buy, sell or hold any security. Acuité ratings are based on the data and information provided
by the issuer and obtained from other reliable sources. Although reasonable care has been taken to ensure that the
data and information is true, Acuité, in particular, makes no representation or warranty, expressed orimplied with respect
to the adequacy, accuracy or completeness of the information relied upon. Acuité is not responsible for any errors or
omissions and especially states that it has no financial liability whatsoever for any direct, indirect or consequential loss of
any kind arising from the use of its ratings. Acuité ratings are subject to a process of surveillance which may lead to a
revision in ratings as and when the circumstances so warrant. Please visit our website (www.acuite.in) for the latest
information on any instrument rated by Acuité.
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