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Rating Rationale 
Acuité has reaffirmed its long-term rating of ‘ACUITE BBB-’ (read as ACUITE triple B minus) on 
the Rs.370 Cr. bank facilities of Adarsh Realty and Hotels Private Limited (ARHPL). The outlook 
is 'Stable'. 

Rationale for rating 

The rating reaffirmation takes into account strong parentage benefits from the Adarsh Group, 
established track record of operations of ARHPL, continued improvement in the operating 
performance (in line with Acuité’s expectations) driven by growth in the average room rent 
coupled with steady occupancy. However, the rating is constrained due to leveraged 
capital structure with high Debt/EBITDA and presence in highly competitive industry. Going 
ahead, the ability of the company to improve its scale of operations while maintaining the 
profitability levels along with improvement in financial risk profile will remain a key rating 
monitorable. 

About the Company 
Incorporated in 1996, ARHPL is promoted by Mr. Bilidale Madaiah Jayeshankar and operates 
3 hotels in Bengaluru namely- Shangri- la (397 keys), Adarsh Hamilton (38 keys) and Palm 
Meadows (78 keys) (Palm Meadows is owned by a group company but managed by ARHPL). 

Unsupported Rating 
Not Applicable. 

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

Key Rating Drivers 

Strengths 
Strong parentage 

Adarsh Realty and Hotels Private Limited (ARHPL) is a part of the Adarsh Group, which has 
over three decades of experience in real estate and hospitality services. The group is an 
established property developer focused primarily in the Bangalore market with highly 
experienced promoters. Therefore, ARHPL receives reputational benefits from the group. 
Further, as a part of the lender’s stipulation on subordinated equity infusion, the group infused 
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Rs.350 Cr. in ARHPL in the form of CCDs (Rs.200 Cr. from Shreshtha Infra Projects Pvt. Ltd and 
Rs.150 Cr. from Akarsha Realty Private Limited). 
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Acuité believes that ARHPL will continue to benefit from the group’s extensive operational 
history and the promoters’ expertise. 

Improvement in scale of operations 

The operating income of ARHPL stood improved at Rs.229.50 Cr. during FY25(Prov.) against 
Rs.212.06 Cr. in FY24 on account of moderate improvement in occupancy levels coupled with 
increase of tariff in the range of ~6%-10%. Subsequently, the operating margin also marginally 
improved from 34.12% in FY24 to 34.80% during FY25(Prov.). Acuité believes that continued 
growth in operating performance thereby improving the financial risk profile shall be a key 
rating monitorable. 
Weaknesses 
Leveraged capital structure 

While ARHPL refinanced its high-cost NCDs by availing lower cost term loans in FY24; however, 
the capital structure continues to remain leveraged with gearing at 1.10 times in FY25 (Prov.) 
(1.13 times in FY24). Further, the Debt/EBITDA also stood high at 5.26 times in FY25(Prov.) (5.85 
times in FY24) along with moderate debt protection metrics with interest coverage ratio of 
1.42 times in FY25(Prov.) (0.64 times in FY24) and debt service coverage ratio of 1.27 times 
during FY25(Prov.) (0.50 times during FY24). However, ARHPL is working on reducing its debt 
obligations which is evident from further refinancing of Rs.360 Cr. of term loans in FY25 at a 
lower rate of interest and prepayments of ~Rs.25 Cr. in FY25. Therefore, going forward, 
continued reduction in debt obligations and improvement in the financial risk profile shall be a 
key rating sensitivity. 

Susceptibility to cyclicality in the hospitality industry and increasing competition 

ARHPL like any other hospitality player is exposed to inherent cyclicality owing to domestic 
and international economies, seasonality risk and competition from the established players. 
During slack seasons, revenue per available room for premium and mid-segment hotels get 
more acutely affected than economy hotels. On the other hand, cost of operating premium 
properties is high, even during downward shifts in demand; cash flow from these properties 
are, therefore, more vulnerable to economic downturns. 

Assessment of Adequacy of Credit Enhancement under various scenarios including stress 
scenarios (applicable for ratings factoring specified support considerations with or without the 
“CE” suffix) 
ARHPL maintains a Debt Service Reserve Account (DSRA) equivalent to three-months of 
repayment obligations along with ESCROW mechanism. 

Stress case Scenario 

Acuité believes that, given the presence of six-months DSRA and waterfall payment in 
ESCROW mechanism, ARHPL will be able to service its debt on time, even in a stress scenario. 

Rating Sensitivities 

 Ability to sustain the scale of operation with improvement in profitability margins. 
 Improvement in financial risk profile. 

 
Liquidity Position 
Adequate 
The liquidity is adequate marked by generation of sufficient cash accruals of Rs.24.40 Cr. in 
FY25(Prov.) against maturing debt repayment obligation of Rs.6.48 Cr. during the same period. 
Going ahead, the accruals are expected to remain in the range of Rs.40.00-50.00 Cr. with 
repayment obligations in the range of Rs.25.00-30.00 Cr. The cash and bank balances of the 
company stood at Rs.32.18 Cr. as on March 31, 2025(Prov.). The current ratio stood moderate 
at 1.18 times as on March 31, 2025(Prov.). Additionally, ARHPL has maintained DSRA of Rs.16 
Cr. in FY25 and has unencumbered fixed deposits of ~Rs.11 Cr. Going ahead, liquidity profile is 
expected to remain at adequate level over the medium term backed by steady cash 
accruals. 

Outlook: Stable 
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Other Factors affecting Rating 
None. 



Acuité Ratings & Research Limited www.acuite.in  

Key Financials 
 

Particulars Unit FY 25 (Provisional) FY 24 (Actual) 
Operating Income Rs. Cr. 229.50 212.06 
PAT Rs. Cr. (5.28) (99.16) 
PAT Margin (%) (2.30) (46.76) 
Total Debt/Tangible Net Worth Times 1.10 1.13 
PBDIT/Interest Times 1.42 0.64 

Status of non-cooperation with previous CRA (if applicable) 
Not Applicable. 

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 
In order to inform the investors about complexity of instruments, Acuité has categorized such 
instruments in three levels: Simple, Complex and Highly Complex. Acuite’s categorisation of 
the instruments across the three categories is based on factors like variability of the returns to 
the investors, uncertainty in cash flow patterns, number of counterparties and general 
understanding of the instrument by the market. It has to be understood that complexity is 
different from credit risk and even an instrument categorized as 'Simple' can carry high levels 
of risk. For more details, please refer Rating Criteria “Complexity Level Of Financial 
Instruments” on www.acuite.in. 
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Rating History 
 

Date 
Name of 

Instruments/Facilities 
Term 

Amount (Rs. 
Cr) Rating/Outlook 

 

 
30 Aug 
2024 

Term Loan 
Long 
Term 145.00 

ACUITE BBB- | Stable 
(Assigned) 

Term Loan 
Long 
Term 145.00 

ACUITE BBB- | Stable 
(Assigned) 

Secured Overdraft 
Long 
Term 10.00 

ACUITE BBB- | Stable 
(Assigned) 

Term Loan 
Long 
Term 70.00 

ACUITE BBB- | Stable 
(Assigned) 



Acuité Ratings & Research Limited www.acuite.in  

Annexure - Details of instruments rated 
 

Lender’s 
Name ISIN Facilities 

Date Of 
Issuance 

Coupon 
Rate 

Maturity 
Date 

Quantum 
(Rs. Cr.) 

Complexity 
Level Rating 

Not 
Applicable 

Not avl. 
/ Not 
appl. 

Proposed 
Long Term 
Bank Facility 

Not avl. 
/ Not 
appl. 

Not avl. 
/ Not 
appl. 

Not avl. 
/ Not 
appl. 

 

28.10 

 

Simple 

ACUITE 
BBB- | 

Stable | 
Reaffirmed 

Union Bank 
of India 

Not avl. 
/ Not 
appl. 

Secured 
Overdraft 

Not avl. 
/ Not 
appl. 

Not avl. 
/ Not 
appl. 

Not avl. 
/ Not 
appl. 

 

10.00 

 

Simple 

ACUITE 
BBB- | 

Stable | 
Reaffirmed 

ICICI 
BANK 
LIMITED 

Not avl. 
/ Not 
appl. 

 

Term Loan 
Not avl. 

/ Not 
appl. 

Not avl. 
/ Not 
appl. 

01 Sep 
2036 

 

137.29 

 

Simple 

ACUITE 
BBB- | 

Stable | 
Reaffirmed 

Union Bank 
of India 

Not avl. 
/ Not 
appl. 

 

Term Loan 
01 Jan 
2025 

Not avl. 
/ Not 
appl. 

01 Sep 
2036 

 

194.61 

 

Simple 

ACUITE 
BBB- | 

Stable | 
Reaffirmed 
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Contacts 
 

Mohit Jain Contact details exclusively for investors and 

Chief Analytical Officer-Rating Operations lenders 

Dhruvi Chauhan Mob: +91 8591310146 
Associate Analyst-Rating Operations Email ID: analyticalsupport@acuite.in 

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 Ratings under BASEL-II 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 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. Please visit https://www.acuite.in/faqs.htm to refer FAQs on 
Credit Rating. 

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members 
of any rating committee and therefore do not participate in discussions regarding the rating 
of any entity. 


