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Tropical Paradise Co. Ltd
CRAF downgrades the rating assigned to the term loan of MUR 503 million of Tropical Paradise Co. Ltd from
CARE MAU A to CARE MAU A- and continues the rating Under Credit Watch with Negative Implications
August 03, 2021

Ratings
Amount - -
Instrument (Mur Million) Rating Action

CARE MAU A-; Under Credit Watch with Negative Downgraded from CARE

Implications MAU A; and continues
Term Loan I 500 [Single A Minus; Under Credit Watch with Negative under Credit Watch with

Implications] Negative Implications
CARE MAU A-; Under Credit Watch with Negative Downgraded from CARE

Term Loan II 3 Implications MAU A; and continues
[Single A Minus; Under Credit Watch with Negative under Credit Watch with

Implications] Negative Implications

Rating Rationale
The rating assigned to the term loans of MUR 503 million of Tropical Paradise Co. Ltd. ("TPCL") was downgraded from CARE

MAU A to CARE MAU A- and continues under Credit watch with negative implications in relation to the outbreak of Covid-19
pandemic and closure of international borders in Mauritius since March 2020.

The rating was downgraded primarily due to the uncertainty with respect to arrival of tourists and business travellers in
Mauritius as from October 2021 i.e., post lifting of full air travel restrictions in Mauritius, leading to lower-than-expected
occupancy and possibility of TPCL incurring loss in FY22 and losses incurred by TPCL during nine months ended March 31,
2021. However, CRAF based on discussion with TPCL management, has their confirmation that the company has paid all
interest that were initially deferred on the term loan till date and has adequate liquidity to meet its scheduled debt servicing
obligations (interest payment on term loan) over the next 1 year.

The rating derives strength from its experienced and resourceful promoters - Eclosia group holding 53.38% of TPCL (Eclosia
Group through Indigo Hotels & Resorts Ltd. holds 48.88% of TPCL and through Management and Development Co Limited
holds 4.50% of TPCL) having long track record of operations, strong presence of TPCL in the business hotel sector of
Mauritius, popularity of the 4 hotels (Labourdonnais Waterfront Hotel, Le Suffren Hotel & Marina, Hennessy Park Hotel and
The Address Boutique Hotel) among the business travellers due their favourable locations, commercial agreements with
airlines and corporates, satisfactory average room revenue (ARR) and occupancy rate up to March 2020, diversified source
of revenue with significant contribution from Food & Beverage (F&B) segment and agreements with leading Online Travel
Agents (OTAs).

The rating strengths are, however, tempered by cyclical nature of the hotel industry as demand for hotel rooms varies with
economic cycles and regular capital expenditure in the industry, market & political risks associated with the operations as
well as event risk (natural disasters), competition from upcoming Hotel Projects in Ebene and budget hotels and
accommodation available through websites (like Airbnb, Oyo etc.) and sensitivity of the Mauritian hotel industry to air access,
more so in post COVID-19 era.

Given the current uncertainty surrounding the tourist and business travellers’ arrival in Mauritius as from October 2021 i.e.,

post lifting of full air travel restrictions in Mauritius, CRAF is not in a position to assess TPCL's ability to achieve the required
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occupancy in hotels, which will enable the company to become profitable. Hence, CRAF will keep monitoring the situation
and will review the ratings by December 2021.

Impact of COVID -19 on TPCL
Since March 20, 2020, Government of Mauritius has closed all its borders to incoming tourists to limit spreading of the novel

Coronavirus. As a result, all hotels had to suspend their normal operations for an indeterminate period (until air and sea
access restrictions are fully lifted) and reduce fixed costs.
In March 2021, Mauritius was hit by the second wave of COVID-19 pandemic and in response to the increase in local cases
in Mauritius, Govt. of Mauritius announced on March 10, 2021, a national lockdown.
In June 2021, the reopening of the borders was announced in a phased manner as from July 15, 2021, and a full opening
as from October 1, 2021. From July 15, 2021, all flights are allowed to land in Mauritius and all travellers will be allowed to
enter the country with following restrictions: -
a. Fully vaccinated travellers (International and Mauritians) will be able to enjoy Resort facilities (sea, restaurant,
swimming pool and other facilities) of the 14 identified Resorts. If guests stay for more than 14 days and have negative
PCR tests, then only they will be allowed to leave the hotel (after 14 days) and travel around the island freely for the
rest of their stay.
b. Non-vaccinated or One dose vaccinated traveller will have to undergo the compulsory 14 days room quarantine in
the 8 designated hotels.
Following the Curfew Order in force on the 23rd of March 2020, TPCL closed Labourdonnais Waterfront Hotel (LWH) on the
same date. Le Suffren Hotel & Marina (LSH) was subsequently closed on the 25th of March 2020 while the Hennessy Park
Hotel (HPH) was operational.
Labourdonnais Waterfront Hotel is still closed for accommodation, while all the other hotels are open. TPCL's management
has indicated CRAF that they expect to resume the rooms operations of Labourdonnais Waterfront Hotel as soon as Mauritius
reopen its borders, while the Food & beverage section of all the hotels are fully operational.
TPCL borrowed funds amounting to MUR 503 million from MCB Bank in Dec 2019 and utilized same for repayment of
existing loan of MUR 335 million from MCB, refurbishment of Le Suffren Hotel & Marina and the land acquisition of
Labourdonnais Waterfront Hotel Hotel from Caudan Development Ltd.
During discussion, TPCL's management explained that the company has unutilized overdraft facility of MUR 110 million
(overdraft facility — MUR 205 million), to meet its fixed expenses and interest payments.
TPCL's management has informed CRAF that MCB has sanctioned a banking facility of MUR 210 million (@1.5% p.a.) under
the *Bank of Mauritius Covid-19 Support Programme’, in order to tide over any unforeseen liquidity shortfall (due to delay
in pickup of occupancy) or in case of another lockdown. This facility is available in one or more drawdowns (each drawdown
being a loan) and as on July 31, 2021, TPCL has availed MUR 110 million and have a balance of MUR 100 million unutilised.
During 9MFY21, TPCL posted a revenue of MUR 222 million and loss of MUR 129 million. Major revenue generation is
through its Food & Beverages section, including Banqueting and conferences, (80%) and the balance contribution of

revenue mainly from rooms division and Spa & wellness Club.
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BACKGROUND
Tropical Paradise Co. Ltd. ("TPCL") was incorporated in 1994 by Eclosia Group, to develop and operate business and city

hotels in business districts of Mauritius. Eclosia through its subsidiary companies Indigo Hotels & Resorts Ltd. (48.88%) and
Management and Development Co Limited (4.50%) holds controlling stake in TPCL. The other shareholders are Swan Life
Ltd. (11.76%), ENL Limited (13.37%), Promotion and Development Ltd. (12.00%) and others (14.01%). TPCL is listed on
the Development & Enterprise Market (DEM) of Mauritius.

TPCL currently owns and manages 4 properties in Mauritius. The journey started with setting up of a 5-star business property
- Labourdonnais Waterfront Hotel in 1996, at Caudan Waterfront, Port Louis, which is the main business district of Mauritius.
Following the success of the first hotel, TPCL opened the second hotel in 2004, the 4-star Le Suffren Hotel & Marina on the
prime location at Caudan, Port Louis.

In 2011, TPCL acquired and re-branded Hennessy Park Hotel (previously known as The Link Hotel), a 4-star business hotel
in the hub of Ebene Cyber City, through its 100% subsidiary Triamad Co. Ltd, which was later amalgamated with and into
TPCL on 1st July 2018.

In 2012, TPCL opened Le Suffren Apart’hotel, Mauritius’s first executive apartments designed for the business travellers on
a longer stay. TPCL also develop I Spa Fitness and Wellness Club in its various hotels, to become a unique "under one roof"
beauty, wellness, and fitness centre for both international and local guests.

In 2013, TPCL entered a Management Contract with Hotel Chambly Ltd ("HCL"”) to manage The Address Boutique Hotel
situated in the residential village of Port Chambly. The property underwent a major refurbishment and was launched as a 4-
star boutique hotel. Till December 2017, HCL was managed by TPCL. In January 2018, TPCL acquired 100% stake in HCL
from Clifton Holdings Ltd. In February 2018, HCL acquired the business assets of Les Villas Chamblynes, a property rental
business that also provide housekeeping and maintenance services to a group of homeowners of villas and apartments within
Port Chambly.

As on December 2020, TPCL has 367 rooms in Mauritius. For last 4-5 years, TPCL has undergone various developments &
renovations with latest being at Le Suffren Hotel & Marina in July to September 2019, when the hotel was closed for 3
months. Since inception, TPCL has positioned itself as one of the leading business hotel chains of Mauritius. The properties
of TPCL are extremely popular among business travellers, given their location, amenities provided and attractive price range.
TPCL is a professionally managed company governed by a Board of 11 directors, comprising of one Executive Director and
ten Non-executive Directors. TPCL has a team of experienced professionals who successfully have maneuverer through the
entire hospitality cycle.

Pre COVID-19 crisis, Room revenue and F&B revenue contributes almost equally to the revenue of TPCL, followed by income
from other sources. Revenue has increased steadily over last 3 years, primarily due to merger of Hennessy Park Hotel with
and into TPCL.

Total revenue declined by 27% in FY20 over FY19, due to the impact of global lockdown because of the pandemic. Similarly,
both EBITDA and PAT level also witnessed significant decline in FY20 over FY19. Gearing was comfortable at 0.60 as on June
30, 2020 (0.40 as on June 30, 2019). As on June 30, 2020, TPCL had a long-term debt of MUR 546 million, primarily used

for renovation of the existing hotels.
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Purpose of the Term Loan

TPCL borrowed a term loan of MUR 503 million from Mauritius Commercial Bank in December 2019. MUR 500 million has
been utilized for refinancing of existing loan of MUR 335 million from MCB, financing refurbishment of Le Suffren Hotel &
Marina and financing of land acquisition of Labourdonnais Waterfront Hotel. The MUR 3 million is utilized for the acquisition
of an Electric Water Shuttle.

Disclaimer

CARE Ratings (Africa) Private Limited ("CRAF")’s ratings are opinions on the likelihood of timely payment of the obligations under the
rated instrument and are not recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or
hold any security. CRAF’s ratings do not convey suitability or price for the investor. CRAF’s ratings do not constitute an audit on the
rated entity. CRAF has based its ratings/outlooks on information obtained from sources believed by it to be accurate and reliable.
CRAF does not, however, guarantee the accuracy, adequacy or completeness of any information and is not responsible for any errors
or omissions or for the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by
CRAF have paid a credit rating fee, based on the amount and type of bank facilities/instruments. CRAF may also have other commercial
transactions with the entity.

In case of partnership/proprietary concerns, the rating /outlook assigned by CRAF is, inter-alia, based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in case of withdrawal of
capital or the unsecured loans brought in by the partners/proprietor in addition to the financial performance and other relevant factors.
CRAF is not responsible for any errors and states that it has no financial liability whatsoever to the users of CRAF's rating.

CRAF's ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the ratings may

see volatility and sharp downgrades.
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Annexure I

Long /Medium-term Instruments

Symbols

Rating Definition

CARE MAU AAA

Instruments with this rating are considered to have the highest degree of safety regarding timely servicing
of financial obligations, in Mauritius. Such instruments carry lowest credit risk.

CARE MAU AA

Instruments with this rating are considered to have high degree of safety regarding timely servicing of
financial obligations, in Mauritius. Such instruments carry very low credit risk.

CARE MAU A

Instruments with this rating are considered to have adequate degree of safety regarding timely servicing of
financial obligations, in Mauritius. Such instruments carry low credit risk.

CARE MAU BBB

Instruments with this rating are considered to have moderate degree of safety regarding timely servicing of
financial obligations, in Mauritius. Such instruments carry moderate credit risk.

Instruments with this rating are considered to have moderate risk of default regarding timely servicing of

CARE MAU BB . : L . o

financial obligations, in Mauritius.

Instruments with this rating are considered to have high risk of default regarding timely servicing of financial
CARE MAU B - . o

obligations, in Mauritius.

Instruments with this rating are considered to have very high risk of default regarding timely servicing of
CARE MAU C . . A ! o

financial obligations, in Mauritius.
CARE MAU D Instruments with this rating are in default or are expected to be in default soon.

Modifiers {"+" (plus) / "-"(minus)} can be used with the rating symbols for the categories CARE MAU AA to
CARE MAU C. The modifiers reflect the comparative standing within the category.

Rating Outlook

The rating outlook can be ‘Positive’, ‘Stable’ or *Negative'.

A ‘Positive’ outlook indicates an expected upgrade in the credit ratings in the medium term on account of expected positive

impact on the credit risk profile of the entity in the medium term.

A *Negative’ outlook would indicate an expected downgrade in the credit ratings in the medium term on account of expected

negative impact on the credit risk profile of the entity in the medium term.

A 'Stable’ outlook would indicate expected stability (or retention) of the credit ratings in the medium term on account of

stable credit risk profile of the entity in the medium term.

CARE Ratings (Africa) Private Limited

(Subsidiary of CARE Ratings Ltd.)

Registered Office: 5th Floor, MTML Square, 63, Cyber City, Ebene, Mauritius
Phone: +230 59553060/58626551 » www.careratingsafrica.com

BRN: C14127054 ¢ FSC License No.: CR14000001

Page 5




