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Rating Rationale

Acuité has assigned long-term rating of ‘ACUITE BB-' (read as ACUITE double B minus) to the Rs. 20.00
crore bank facilities of KASI CITY PARK (KCP). The outlook is 'Stable’.

Kasi City Park (KCP), a Chennai based proprietorship firm established in 2014 by Mr. Mathivathanan.
The firm operates a mall cum multiplex which was commenced in July 2018. The mall is located in
Jafferkhanpet, Ashok Nagar in Chennai with 15 shopping stores and four movie screens. Movie halls
has a capacity of 917 seats which runs 16 shows in week days and 22 shows on weekends. Kasi City
Park is occupied with a built-up are of 60 thousand sq. ft out of which around 50 per cent is already
rented out of commercial and leisure spaces. All the movie screens are operated by the management
on revenue sharing basis with a distributor.

Analytical Approach
Acuité has taken standalone view of business and financial risk profile of Kasi City Park to arrive at
the rating.

Key Rating Drivers

Strengths

e Experienced Management
Founded by Mr. M.K. Mathivathanan who has more than five decades of experience in various
industries like real estate, hospitality, media and entertainment among others. The proprietor also
owns a theatre, Kasi Theatre running since 1984. Acuité believes that being an established player in
the industry, brand name and promoter’s experience would benefit the firm over the medium term.

* Average financial risk profile

KCP's financial risk profile is average marked by average net worth and moderate gearing and debt
protection metrics. KCP's net worth stood at Rs.8.57 crore as on March 31, 2019 (Provisional).Total long
term debft stood at Rs. 17.04 crore as on March 31, 2019 (Provisional). Gearing is moderate at 2.16 times
as on March 31, 2019 (Provisional) and ICR stood at 1.78 times. TOL/TNW is moderately high at 2.81
tfimes in FY2019 (Provisional). KSP reported cash accruals in the range of Rs.2.04 crore in FY2019
(Provisional) against Rs. 1.08 crore of repayment obligations. Further, the Total outside liabilities to
Tangible Net Worth (TOL/TNW) ratio stood at 2.81 times as on 31 March, 2019 (Provisional).The net cash
accruals to total debt (NCA/TD) stood at 0.11 times in FY2019 (Provisional). Acuité believes that with
expected improvement in revenues and growth in profitability, the financial risk profile is expected to
improve further over the medium term.

* Strategic location resulting in stable revenue flows
KCP is located in Jafferkhanpet, Ashok Nagar which is a prime location in Chennai resulting in high
foot fall in the mall and higher occupancy of commercial complexes. The leave and license
agreement, apart from the rentals and charges for amenities, has factored in escalation clause of
ten per cent every year. KCP reported rent and amenities receipts of Rs. 3.72 crore in FY2019
(Provisional).
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Weaknesses

* Renewadlrisk of ongoing leave and license agreements

In the event of non-renewal by existing lessee the future cash flows will be impacted thereby
franslating to weakening of debt protection indicators. Key clients contribute to more than 60% of the
total lease rentals. In the event of either of the companies deciding fo move out or seeking a
renegoftiation the rentals are likely to be impacted. However, this risk is mitigated at an extended
considering its strategic location. Timely renewal/leasing at similar or better terms than the existing

agreements will remain a key rating sensitivity factor.

* Nascent Stage of Operations
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The firm’'s Operations began from July 2018. The firm operates in highly competitive and fragmented
industry which limits its bargaining power. Acuité believes that the firm's ability to scale up operations
will remain crucial to maintain a stable credit risk profile.

Key Rating Sensitivity Factors

e Timely renewal/leasing at similar or better terms than the existing agreements thus leading to

improvement in revenues while improvement in profitability.
e Any stretch in liquidity on account of lower than expected net cash accruals.

Material Covenants
None

Liquidity Position

Liquidity of KCP is adequate marked by moderate cash accruals to its repayment obligations. KCP
reported cash accruals in the range of Rs.2.04 crore in FY2019 (Provisional) against which there are
repayment obligations of Rs. 1.08 crore. Going forward, firm is expected to generate RS.4.00-5.00 crore
against Maturing obligations of 2.70 crore. Further, with the expected steady flow of lease income from
operations of the mall as well as expected stable occupancy rates, the liquidity is expected to remain
adequate over the medium term.

Outlook: Stable

Acuité believes that KCP will maintain 'Stable' business risk profile over the medium term on the back of
the proprietor’s extensive experience in the industry. The outlook may be revised to 'Positive' in case the
firm generates healthy net cash accruals while maintaining a comfortable liquidity position. Conversely,
the outlook may be revised to 'Negative' in case of lower-than-expected revenues thus stretching the

financial profile.

About the Rated Entity - Key Financials

Unit FY19 (Provisional) FY18 (Actual) FY17 (Actual)
Operating Income Rs. Cr. 5.28 - -
EBITDA Rs. Cr. 0.92 - -
PAT Rs. Cr. (1.91) - -
EBITDA Margin (%) 17.41 - -
PAT Margin (%) (36.13) - -
ROCE (%) 5.15 - -
Total Debt/Tangible Net Worth Times 2.16 - -
PBDIT/Interest Times 1.78 - -
Total Debt/PBDIT Times 1.78 - -
Gross Current Assets (Days) Days 100 - -

Status of non-cooperation with previous CRA (if applicable)

None

Any other information
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Not applicable

Applicable Criteria

Default Recognition - hitps://www.acuite.in/view-rating-criteria-17.htm
Infrastructure Entities - hitps://www.acuite.in/view-rating-criteria-14.htm

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

* Financial Ratios And Adjustments -https://www.acuite.in/view-rating-criteria-20.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/criteria-complexity-levels.htm

Rating History (Upto last three years)
Not applicable

* Annexure — Details of instfruments rated

-, Date of Coupon Maturity Size of the .
Name of the Facilities Issuance Rate Date Issue (Rs. Cr.) Ratings/Outlook
Term Loans Not Noft Not 20.00 ACUITE BB- /
Applicable | Applicable | Applicable ’ Stable (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 AssessmentInstitution (ECAI), for Bank Loan Ratings under BASEL-Il norms in the year 2012.
Since then, it has assigned more than 6,000 credit ratings to various securities, debt instruments 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 frue, Acuité, in particular, makes no
representation or warranty, expressed or implied 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 consequentialloss 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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