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Rating Rationale

Acuité has upgraded the long-term rating to ‘ACUITE BBB’ (read as ACUITE triple B) from ‘ACUITE BBB-’
(read as ACUITE triple B minus) on the Rs.400.00 Cr bank facilities of FOMENTO RESORTS AND HOTELS
LIMITED (FRHL). The outlook is 'Stable'.
Reason for rating upgrade
Rating upgrade is driv en by commencement of commercial operations for the new conv ention hotel
in the month of October, 2020 and resort in the month of Nov ember, 2020 along with prepayments of
interest and principal of term loans till May, 2021 and July, 2021, respectiv ely . The rating upgrade also
underpins the rebound in operating performance of the group’s performance. With the
commencement of the operations, it got bookings of around Rs.20.00 Cr from v arious segments like
corporates, Indian Super League (ISL) teams of Goa and Bangalore, other retail customers, etc, as a
result of the pent up demand for leisure trav el. FRHL has registered rev enues of around Rs.45.24 Cr till
February, 2021. The rating continues to factor the extensiv e support from the management in day to
day operations and maintaining adequate liquidity.
Acuité believ es that though the operations were impacted due to COVID-19 pandemic initially,
promoters’s extensiv e experience and Taj Hotel’s management expertise in the hotel industry, will lead
to upscaling the operations to the expected lev els.
Incorporated in the year 1971, Fomento Resorts and Hotels Limit ed (FRHL) is engaged in the hotel
business in India. Currently, the company owns a fiv e star deluxe resort "Cidade de Goa" consisting of
207 keys at Vainguinim Beach, Goa that showcase the unique Goan Portuguese architecture and
ambience. Company has completed construction of its new conv ention hotel and the commercial
operations hav e commenced from February, 2020. This hotel consist of 299 keys and another boutique
5 star resort’s construction is in progress which is in Arav li, Maharashtra , it is expected to be completed
by FY2022.
Analytical Approach
Acuité has considered the standalone financial and business risk profile of FRHL to arriv e at the rating.

Key Rating Drivers
Strengths
• Experienced management and established presence in hospitality industry
The management of FRHL hav e more than 35 years of experience in the hospitality industry. Mrs. Anju
Timblo is the managing director and CEO of the company. She is activ ely inv olv ed in decision making and day -to-day operations of the hotel. Her activ e inv olv ement coupled with strong
leadership capability has helped the company to grow and become one of the top rated fiv e star
hotels in Goa. Further, FRHL has tied up with Taj Group (IHCL - Indian Hotel Company Limited) for
managing the operations of company. This will benefit the company due to brand name, expertise
and professional management.
The company enjoys competitiv e adv antage in terms of its location. It is located at Vaingunim
beach which is close to Panaji city. In addition, it is situated at a distance of 28 kms from the airport.
Acuité believ es the company will continue to benefit from its established presence in Goa, strong
brand recognition and the promoter’s extensiv e experience in the hospitality industry.

• Healthy financial risk profile
The financial risk profile of the company is moderate marked by healthy tangible net worth, high
debt protection measures and low gearing. The net worth of the company stood around Rs.336.43
Cr as on March 31, 2020 as against Rs.327.05 Cr on March 31, 2019. This includes quasi equity of
around Rs.228.27 Cr as on March 31, 2020 as against Rs.220.68 Cr as on March 31, 2019. The gearing
stood at 0.86 times as on March 31, 2020 as against 0.26 times as on March 31, 2019 . The gearing is
expected to deteriorate in near medium term due to the capital expansion undertaken by the
company to set up a new conv ention hotel in Goa. It is expected to be around 1.38 to 1.42 times for
FY2021-2023. The total capital expenditure is estimated to remain in the range of Rs.528 .00 Crs. The
Debt/EBITDA lev els hav e deteriorated to 14.67 times for FY2020 from 3.32 times for FY2019. Interest
Cov erage Ratio (ICR) improv ed to 4.41 times for FY2020 as against 3.53 times for FY2019. Net Cash
Accruals/Total Debt (NCA /TD) stood at 0.04 times as on March 31, 2020 as against 0.14 times as on
March 31, 2019.
Acuité believ es that the financial risk profile of FRHL will deteriorate ov er the near to medium term
owing to the increase in long term debt av ailed for the construction of new conv entional hotel along
with the loss of operational period of initial 6 months in FY2021 due to cov id19 pandemic. Total cost
of the new conv ention hotel project is estimated to be around Rs.528 .00 Cr for which the company
has av ailed a term loan of Rs.400 .00 Cr.
• Commencement of operations for the resort and new conventional hotel
The company has completed construction of new conv entional hotel and started with commercial
operations in February, 2020. Howev er, the operations were shut down in March, 2020 amidst COVID19 pandemic. Further, company has commenced commercial operations for the new conv ention
hotel by October, 2020 and resort by Nov ember, 2020 . A s soon as the hotel and the resort was
opened, it got bookings of around Rs.20.00 Cr from v arious segments like corporates, Indian Super
League (ISL) teams of Goa and Bangalore, other indiv iduals, etc. A lso, the room rates were higher in
the range of Rs.8000 to Rs.14000 per night. They hav e registered rev enues of around Rs.45.24 Cr till
February, 2021.
Acuité believ es that post commencement of operations there were immediate bookings for both
resort and new conv entional hotel inspite at higher room rates. Considering significant increase in
the demand for tourism post the lockdown was lifted and goa been the major hotspot of tourism in
India, bookings are expected to increase in near to medium term for the company.
Weaknesses
• Deterioration in profitability
The operating margin deteriorated to 25.00 per cent in FY2020 from 35.42 per cent in FY2019. This is
majorly because of the additional expense of management fees of around Rs.6.01 Cr to Taj Group
(IHCL - Indian Hotel Company Limited) for managing the operations of company. Further, Profit after
Tax (PAT) margins deteriorated to 6.82 per cent in FY2020 from 13.89 per cent in FY2019. This is majorly
because of the increase in depreciation expenses in FY2020.
Acuité believ es that the profitability will be significantly affected in FY2020. This is majorly because of
the expenses that company has incurred towards the maintenance of the hotel and salaries of the
employee’s in spite of shut down of the operations due to COVID-19. Howev er, one of the major
expense related to management fees to Taj Group will be muted as the fees is only against the
rev enue registered.
• Highly competitive industry
The Indian subcontinent and the state of Goa with v ast opportunities and potential for high growth
has become the focus area of major international chains. Sev eral of these chains hav e established
and others hav e their plans to establish hotels to take adv antage of these opportunities. These
entrants are expected to intensify the competitiv e env ironment.
Acuité believ es the success of the company will be dependent upon its ability to compete in areas
such as room rates, quality of accommodation, serv ice lev el and conv enience of location and also
the quality and scope of other amenities, including food and bev erage facilities.

Liquidity Position: Adequate
Liquidity of FRHL is enhanced due to promoter’s ability to mobilize resources in the business. FRHL has
receiv ed around Rs. 228.27 Crs in the form of unsecured loans and subscription to preference shares
from Group Company. Liquidity of FRHL is adequate as marked by net cash accruals in the range of
Rs.10.00-12.00 Crs through FY2018-20. The debt obligations stood in the range of Rs. 6.00 to 8.00 Crs as
on March 31, 2020. The current ratio of the company stood at 2.13 times as on March 31, 2020. The
unencumbered cash and bank balances stood at Rs. 22.44 Crs as on March 31, 2020. A cuite believ es
that the liquidity of the company will deter iorate ov er the near to medium term on account of impact
from cov id19. The scale of operations hav e dropped significantly there by deteriorating net cash
accruals which will impact the debt serv icing ability of the company. Howev er, promoters hav e shown
support towards timely repayment of term loans by making prepayments of interest and principal of
term loans till May, 2021 and July, 2021, respectiv ely and they will further continue to do so.
Outlook: Stable
Acuité believ es the company will maintain a stable outlook ov er the medium term owing to its
experienced management and established presence in Goa. The outlook may be rev ised to ‘Positiv e’
in case the company is able to increase its occupancy lev els while maintaining its stable credit risk
profile. Conv ersely, the outlook may be rev ised to ‘Negativ e’ if there is significant fall in occupancy
lev els or deterioration in the financial risk profile.
About the Rated Entity - Key Financials
Unit

FY20 (A ctual)

FY19 (A ctual)

Operating Income

Rs. Cr

71.27

66.09

Profit after tax (PAT)

Rs. Cr

4.86

9.18

PAT margin

%

6.82

13.89

Total debt / Tangible Net worth

Times

1.34

0.64

PBDIT / Interest

Times

4.41

3.53

Status of non-cooperation with previous CRA (if applicable)
None.
Any other information
None.
Applicable Criteria
• Default Recognition - https://www.acuite.in/v iew-rating-criteria-52.htm
• Entities in serv ice sector - https://www.acuite.in/v iew-rating-criteria-50.htm
• Financial Ratios And A djustments - https://www.acuite.in/v iew-rating-criteria-53.htm
Note on complexity levels of the rated instrument
https://www.acuite.in/v iew-rating-criteria-55.htm
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Term Loan

04-09-2018

Coupon
Rate
9.90 %

Maturity
Date
04-09-2030
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Issue (Rs. Cr.)
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400.00

ACUITE BBB/Stable
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ACUITE BBB/Stable)

