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Rating Rationale

Acuite has assigned long-termrating of “ACUITE BB’ (read as ACUITE double B) on the Rs.
164.00 crore bank facilities of Orange Megastructure LLP (OMLLP). The outlook is 'Stable'.

Rationale for rating assigned

The assignment of rating factors in the recovery of hospitality industry post COVID resulting
into better operating performance of the company in FY22. Further the liquidity of the
company has also improved from the previous year and is at an adequate position. Further
the management of the company is also rich in experience with more than 3 decades if
experience. The aforemaentioned factors are underpinned by the company's financial risk
profile. Improvement in the company's operations resulting into better profitability and liquidity
willremain key monitorable.

About the Company

Based in Indore, Madhya Pradesh, Orange Megastructure LLP (OMLLP) was established in
2012. The Firm is engaged in running of five Star Hotel located in Surat, Gujrat under the brand
“Le-Meridien”. The company is led by Mr. Gurjeet Singh Chhabra and Mr. Rajesh Mehta,
having experience of over three decades in the real estate, running maills.

Analytical Approach
Acuite has considered the standalone business and financial risk profiles of OMLLP to arrive at
the rating.

Key Rating Drivers

Strengths

Experienced management

The Firm is led by Directors, Mr. Gurjeet Singh Chhabra and Mr. Rajesh Mehta who possess
experience of over two decades in the real estate development and management of
shopping malls.

Improvement in Revenue Profile and Profitability
Firm reported operating income of Rs. 51.70 Crin FY2022 (Provisional) as against Rs. 30.84 Crin
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FY2021 due to Recovery trend in Hospitality industry post Covid era. There has been increase
in EBITDA margin from 20.14 % in FY21 to 43.08 % in FY22 (Prov.). The increase in EBITDA margins
is due to Reinstatement of revenue level in line with pre covid period figures. Net Profit margin
has increased from (28.59) % in FY2021 to (2.83) % in FY2022 (Prov.) due to increase in rentals in
ine with pre covid figures. Profitability margin increased to (2.83) % in FY 2022 (Provisional) in

comparison o (28.59) % in FY 2021. PAT margin will further improve in future on account of
improvemnt inroom occupancy and banquet business.

Weaknesses

Sensitive Industry

Firm is operating in highly sensitive Industry prone to pandemic. Pandemic has severely
impacted the operations of firm in FY 2021. Operation income in FY 2021 reduced to approx.
half of operating income in FY 2020.

Moderate financial risk profile

Firm has moderate financial risk profile marked by moderate net worth and moderate debt
protection metrics. Firm'’s net worth stood at Rs. 46.83 Cr as on 31st March 2022(Prov.) as
against Rs. 48.29 Cr as on 31st March 2021. Gearing levels (debt-to-equity) increased from 2.80
times as on March 31, 2021 to 3.55 times as on March 31, 2022 (Prov.). Further, the interest
coverage ratio stood at 1.22 times for FY2022 (Prov.) as against 0.53 times in FY2021. However,
Debt service coverage ratio stood higher from 0.76 fimes in FY2021 to 1.22 fimes in FY
2021(Prov.). Total outside liabilities to total net worth (TOL/TNW) stood at 3.70 times as on FY
2022(Prov.) vis-G-vis 3.03 fimes as on FY2021. However, Debt-EBITA stood at 8.65 times as on

315" March 2022(Prov.) as against 17.29 times as on 315F March 2021

Tightly matched liquidity profile

The firm’s liquidity is adequate marked by its net cash accruals to its maturing debt
obligations. In FY 2022, the firm had cash accruals of 3.42 Cr to nil debt obligation. Going
forward the net cash accruals are expected to Rs. 14.42 crores for FY 2022-23 against CPLTD
of 6.31 Cr of FY 2022. Half year in FY 2023 is under moratorium. Expected Net cash Accruals to
be 17.30 Crores against CPLTD of 16.29 for FY 2023 there is not much cushion after repayment
of debt obligation to meet contfingencies.

Rating Sensitivities

1.Firm's ability to improve its revenue significantly through increase in RevPAR
2.Firm’s ability o improve its profitability resulting into better liquidity.
3.Significant improvement in Financial Risk Profile.

Material covenants
None

Liquidity Position: Adequate

The firm's liquidity is adequate marked by its net cash accruals to its maturing debt
obligations. In FY 2022, the firm had cash accruals of 3.42 Cr to nil debt obligation. Going
forward the net cash accruals are expected to Rs. 14.42 crores for FY 2022-23 against CPLTD
of 6.31 Cr of FY 2022. Half year in FY 2023 is under moratorium. Expected Net cash Accruals to
be 17.30 Crores against CPLTD of 16.29 for FY 2023 there is not much cushion after repayment
of debt obligation fo meet contingencies.

Outlook: Stable

Acuite believes that OMLLP will maintain a stable outlook over the medium term owing to its
experienced management and established market position. The outlook may be revised to
'Positive’ in case the Firm registers healthy growth in revenue while sustaining profitability.
Conversely, the outlook may be revised to 'Negative' in case of significant decline in
revenues, profit margins or deterioration in the financial risk profile and liquidity position.

Key Financials
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Particulars Unit | FY 21 (Actual) FY 20 (Actual)
Operating Income Rs. Cr. 30.84 62.78
PAT Rs. Cr. (8.82) 1.92
PAT Margin (%) (28.59) 3.06
Total Debt/Tangible Net Worth Times 2.80 2.66
PBDIT/Interest Times 0.53 1.61

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

CRISIL vide its press release dated 30 June 2021, has mentioned the rating of OMLLP to CRISIL
B+ Issuer Not Cooperating as on 30 June 2021.

Any other information

None

Applicable

Criteria

* Default Recognition - https://www.acuite.in/view-rating-criteria-52.htm
* Service Sector: https://www.acuite.in/view-rating-criteria-50.htm
* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-

53.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.ntm

Rating History:
Not Applicable
Annexure - Details of instruments rated
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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratfings under BASEL-Il norms in the year 2012. Acuité has
assigned 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 Kanjurmarg, 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 to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Ratings assigned by Acuité 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 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 consequential loss
of any kind, arising from the use of its ratings. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings 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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