LemonTree Hotels Limited

Q1FY25 Result Update | Hotels

increased

Seasonally weak quarter aggravated by
renovation expense

LemonTree Hotels recorded its highest ever revenue
in Q1FY25. However, the margins were a major drag
(~455 bps YoY) due to increased renovation
expenses over same period last year. Managements
states ~50% of the drop was a factor of renovation
expense. Also expense towards expanding business
development team which increased 4x also led to
drop in margins.The company took a conscious call
on reducing its dependence on airline contracts in
Aurika MIAL which led to lower occupancy but these
contracts also commands lower ARRs. Hence
company expects this will benefit during peak
demand i.e. H2FY25. Once these renovations are
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One Year Performance

done, company expects to be able to charge
significantly higher from these new rooms giving

better margins. 150

Key Financials Highlights 100 w
Revenue from Operations at 2,680 Mn, +20% YoY/-18% ., |
QoQ
EBITDA (Excl. Ol) reported at 1,151 Mn, +8% YoY/-33%

QOQ Lemon Tree Hotels Ltd
EBITDA Margins (Excl. Ol) saw a de-growth of 455 bps YOY source: Bioomberg

& 946 bps QoQ to come at 42.9%
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Nifty Index

. . % Shareholdin Jun-24  Mar-24
Cash Profit of ~547 Mn against 503 Mn (Q1FY24), +8.6% ° 2
Promoters 22.80 22.88
Yoy Public 77.15 77.07
1o ) .
EPS at 0.25 for Q1FY25 vs 0.30 (-15% YoY) Total 100 100
. . . Source: BSE
Portfolio Highlights
Operational inventory of 107 Hotels with 10,125 rooms
Pipeline of 61 Hotels with 4036 rooms (60H & 3967 rooms
under Managed & Franchised contract)
Signed 3 new Management & Franchised contracts, 187 rooms
in Q1FY25
Operationalized 4 Hotels adding 331 rooms to portfolio.
Financial Summary
Y/E Mar (Rs mn) FY22 FY23 FY24 FY25E FY26E
Net sales 4,022 8,750 10,711 12,733 15,820
EBITDA 1,187 4,476 5,232 6,317 8,050
EBITDA margins 29.5 51.2 48.8 49.6 50.9
PAT (adj) -874 1,146 1,485 1,605 2,851
EPS -1.11 1.45 1.88 2.03 3.60
P/E (x) -120 92 71 66 37
P/B (x) 13 12 11 9 7
EV/EBITDA (x) 99 29.34 2531 20.82 15.99 Dhruv Shah
ROE (%) 11 13 15 14 20 +91 22 67141414
ROCE (%) 1 14 15 16 21 dhruv.shah@dalal-broacha.com
RolC (%) 1 11 13 13 17

Source: Dalal and Broacha

Please refer to our disclaimer given at the last page. [ 1]



LemonTree Hotels Limited
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Performance Quarter-wise - Q4FY24 was the best ever Q4

Particulars ~ Q1FY25 Q4FY24 Q3FY24 Q2FY24 Q1FY24 Q4FY23 Q3FY23 Q2FY23 Q1 FY23
Gross ARR (Rs.) | 5,686 : . 6,605 6,333 5,268 5,237 5,824 5,738 4,917 4,822
Occupancy % | 66.6% : 72.0% 65.9% 71.7% 70.2% 73.6% 67.6% 66.2% 65.1%
Revenue (Rs. Cr) \ 268.4 : 331.2 290.9 2301 224.6 254.7 2341 197.4 192.3
EBITDA (Rs. Cr) , 115.4 : 175.3 141.9 104.8 106.8 141.9 127.0 94.3 92.6
EBITDA % | 43.0% | 52.9% 48.8% 45.5% 47.6% 55.7% 54.3% 47.8% 48.2%
PBT (Rs. Cr) V292 ) 89.0 55.5 35.0 36.2 73.4 59.2 25.0 20.7
....................... ;-
PAT (Rs. Cr) 1201 . 84.0 43.8 26.4 27.5 59.0 48.6 19.4 13.6
Quarterly Financials

(Rs.Mn) QiFv2s  QiFvaa OV STOWHh o ipvaq QOQGrowth
s.Mn

(%) (%)
Revenue from Operations 2,680 2,242 20% 3,273 -18%
Other Income 4 4 -6% 39 -91%
Total RM Cost 164 124 32% 205 -20%
Employee Benefits Expense 507 426 19% 499 2%
Other Expenses 858 627 37% 855 0%
Total Expenses 1,530 1,178 30% 1,558 -2%
EBITDA (Excluding Other Income) 1,151 1,065 8% 1,715 -33%
Depreciation and Amortisation Expenses 346 228 52% 334 4%
EBIT / PBIT 808 841 -4% 1,419 -43%
Net Finance Costs 518 481 8% 528 -2%
EBT/ PBT 291 359 -19% 892 -67%
Tax Expense 91 87 5% 50 81%
P&L from JV/associate 1 3 -62% (2) -178%
Net Profit after Tax 201 275 -27% 840 -76%
Earning Per Share 0.25 0.30 -16% 0.85 -70%
Margins (%) (In bps) (In bps)
Gross Margins 93.9% 94.5% -59 93.7% 14
EBITDA Margins (Excl Other Income) 42.9% 47.5% -455 52.4% -946
Adj. PAT Margins 8.2% 11.4% -327 18.7% -1051
As a % to sales (In bps) (In bps)
RMas a % to sales 6.1% 5.5% 59 6.3% -14
EE Costas a % to sales 18.9% 19.0% -8 15.2% 368
Other exps as a % to sales 32.0% 28.0% 404 26.1% 591
Key Operational Metrics
Gross ARR 5,686 5,237 9% 6,605 -14%
Occupancy 66.6% 70.2% -360 72.0% -540
RevPAR 3,788 3,678 3% 4,754 -20%

Source: Company, Dalal & Broacah Research
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LemonTree Hotels Limited

Operational Highlights Brand-wise

DALAL & BROACHA STOCK BROKING PVT

1 1 han 1 1 han 1 1 han
e |=$zs |=$24 B (:h?a ngs |=$z4 cl[I:;“pa:g)lEI ngs |=324 ¢ (:hl)“
Aurika Hotels & Resorts (808)* 4,170 | 4,640 | -10% | 46% | 46% -42 | 9,061 | 9,989 | -9%
Lemon Tree Premier (1,603) 5,177 | 4,991 | 4% 79% | 78% 72 6,558 | 6,380 | 3%
Lemon Tree Hotels (1562) 3,838 | 3,754 2% 72% | 73% -76 5,299 | 5,129 3%
Red Fox by Lemon Tree Hotels (952)| 2,709 | 2,745 | -1% | 64% | 68% | -359 | 4,214 | 4,044 | 4%
Keys by Lemon Tree Hotels (936) 1,975 | 1,891 | 4% 56% | 57% | -148 | 3,542 | 3,305 | 7%
Performance Region-Wise
B i . B 2L
1 1 han 1 1 han 1 1 han

By Reglon (FRo0ms) ngs F‘YIZAI c(:h?a |=$25 |=$24 c(;psg)a ngs |=324 ¢ (:'o?a
Delhi (636) 4,457 | 4,248 | 5% 75% | 74% 68 5,971 | 5,744 | 4%
Gurugram (529) 3,997 | 3,447 | 16% 76% 68% 859 5,226 | 5,078 3%
Hyderabad (663) 4,428 | 4,749 | -7% | 73% | 84% |-1,106| 6,038 | 5,627 | 7%
Bengaluru (874) 3,187 | 3,346 | -5% | 65% | 71% | -541 [ 4,890 [ 4,740 | 3%
Mumbai (972)* 4,937 | 6,653 | -26% | 59% | 86% |-2,742| 8,405 | 7,721 | S%
Pune (426) 3,999 | 3,519 | 14% | 76% | 72% 462 | 5,252 | 4,920 | 7%

Rest of India (1,659) 2,799 | 2,712 3% 61% | 60% 23 4,614 | 4,488 3%
Total (5759) 3,788 | 3,657 | 4% 67% | 70% | -360 | 5,686 | 5,207 | 9%

Source: Company, Dalal & Broacah Research

= Hyderabad & Bangalore market poor performance primarily due to shutdown of inventory

= In Bangalore, a large portion of keys portfolio rather than lemontree was shutdown due to

renovations.

11-Aug-24
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LemonTree Hotels Limited

Performance break-up of LTH portfolio & Keys portfolio

DALAL & BROACHA STOCK BROKING PVT

Lemon 'I'_ree Consolidated Keys Hotels Lemon Tree Consolidated
Rs. Cr excluding Keys Hotels
Q1 Q4 QL QoQ Yoy | Q1 Q4 QL QoQ YoY | Q1 Q4 QL QoQ YoY
FY25 FY24 FY24 Change Change FY25 FY24 FY24 Change Change FY25 FY24 FY24 Change Change
Inventory 4,823 4,823 4,154 - 16% | 936 936 936 - - 5759 5,759 5,090 - 13%
Gross ARR 6,023 7,030 5,543 -14% 9% | 3,542 3,637 3,305 -3% 7% | 5686 6,605 5,207 -14% 9%
Occupancy % 68.7% 75.2% 73.2% ':44 442 | o5 90, 5550, 57.29% 20 M8 oo e 72.0% 7020 230 360
ps bps Bps bps bps bps
RevPAR 4,832 5285 4,563 -9% 6% | 1,975 2,018 1,891 -2% 4% | 3,788 4,754 3,657 -20% 4%
Revenue from 247.5 305.8 204.7 -19% 21% | 20.5 21.5 19.5 -5% 5% | 268.0 327.3 224.2 -18% 20%
Operations
Other Income 0.4 2.2 0.4 -84% -6% | 0.0 1.7 0.0 -100% - 0.4 3.9 0.4 -91% -6%
Total revenue 247.9 308.0 205.1 -20% 21% | 20.5 23.2 19.5 -12% 5% |268.4 331.2 224.6 -19% 19%
Total expenses 136.3 138.2 1040 -1% 31% | 166 16.3 13.8 2%  20% | 153.0 154.5 117.8 -1% 30%
EBITDA 111.5 169.8 101.1 -34% 10% | 3.9 6.9 57 -44% -32% |115.4 176.7 106.8 -35% 8%
EBITDA Margin(%) |45.0% 55.1% 49.3% '1013 432 | 8 00 29.7% 20.3% 1074 -1,034 ., 500 53.49% 47.6% "1034 -456
: : ps bps : : bps Bps : : bps bps
Source: Company, Dalal & Broacah Research
Other Concall KTAs
Highest ever q1 revenue
Margin reduction of ~4.6% of which 50% was due to one off
increase in renovation & digital transformation
Under digital transformation - created dynamic algorithms for
repricing, reimagining of loyalty programs etc which is geared to
capture 66% of retail demand going forward.
Keys port margin reduction due to 100% increase in renovation
expense.
During Q1 25% of keys portfolio was shut for renovation leading
to lower occupancy
Some growth levers going forward are stabilization of AURIKA
MIAL which is EBITDA accretive, accelerated growth in
management & franchise contracts, timely completion of
renovations.
Sales and marketing cost also increased due to 4x increase in
business development team.
7% same-store growth in RevPAR for Q1FY25
Positive customer response about renovated rooms especially for
older hotels
When fully renovated management expects EBITDA of Rs~60 cr
from KEYS Portfolio. Post renovation see KEYS ARR to be Rs ~4,500
(Q1FY25 - Rs 3,542)
11-Aug-24 | 4|
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|

At peak ~700 rooms were under renovation out of ~5000 owned
rooms

Wish to renovation/refurbish close to 1/6™ of total rooms every
year

Guided for ~20% of ROC. Total deployed capital including retained
earnings is ~Rs 4500 cr. Hence expects net EBITDA of Rs ~900 cr.

Debt reduction plans - generate FCF Rs ~50cr every quarter which
is going into renovation (during summers) || In FY24 - generated
FCF of Rs300cr (Rs 100cr in summer) & FCF generated in winter
goes towards payment of debt

In next 4 years expect to be debt free.

Excluding Aurika MIAL, overall rate increase in commercial/Travel
Trade/ Corporate/Web was 5%/11%/6%/8%. OTA rates remained
flat.

Out of the ~5800 rooms, 1500 are new and don’t require
renovation & off the remaining ~4300 rooms, 900 belongs to keys
and will consistently require renovation

Aurika MIAL (669 rooms)

Clocked 45.9% occupancy during the quarter i.e. ~300 rooms

Reduced dependence on airline crew base which dropped from
200+ rooms in Q4FY24 to 115 in Q1FY25 now has reduced further
to 100 rooms in Q2FY25

These contracts yield lower ARRs.
Had ARR of Rs 9,000
Some improvement has been observed in Q2FY25

Outlook and Valuations

Renovation expenses currently are dragging the margins, however, we
expect margins to pick up as these renovated rooms comes online and
will then provide better ARRs and margins. Occupancy is also expected
to pick up gradually.

AURIKA MIAL will take 2 more quarters to fully stabilized which then
will drive the overall performance of the company. Robust pipeline of
managed & franchised contracts are further boost to management fees
which majorly flow through EBITDA.

However, for couple of more quarters we expect margins to remain
subdued.

LemonTree Hotels at CMP of Rs. 120 trades at 16x EV/EBITDA
FY26E; we value LTH at 18x FY26 EV/EBITDA multiple and assign
a BUY rating with a target price of Rs. 154, implying an upside of
28.2%.

11-Aug-24 [ 5|



LemonTree Hotels Limited DALAL & BROACHA STOCK BROKING PVT

Financials
P&L (Rs mn) FY22 FY23 FY24 FY25E FY26E
Net Sales 4,022 8,750 10,711 12,733 15,820
Operating Expenses -279 -499 -628 -700 -838
Employee Cost -973 -1,497 -1,878 -2,186 -2,558
Other Expenses -1,584 -2,278 -2,973 -3,528 -4,374
Operating Profit 1,187 4,476 5,232 6,317 8,050
Depreciation -1,043 -966 -1,121 -1,523 -1,840
PBIT 143 3,510 4,111 4,794 6,210
Other income 140 36 56 56 56
Net Interest (Exp)/Inc -1,740 -1,772 -2,016 -2,225 -1,920
Profit before tax -1,456 1,774 2,151 2,626 4,346
Provision for tax 72 -377 -341 -656 -1,087
Profit & Loss from Associates/JV 10 9 7 8 8
Reported PAT -1,374 1,405 1,817 1,977 3,268
M 499 -260 -332 -372 -417
Owners PAT -874 1,146 1,485 1,605 2,851
Adjusted Profit -874 1,146 1,485 1,605 2,851
Balance Sheet (Rs mn) FY22 FY23 FY24 FY25E FY26E
Equity capital 7,908 7,916 7,918 7,918 7,918
Reserves 404 621 1,750 3,356 6,624
Net worth 8,312 8,537 9,669 11,274 14,542
Mi 5,676 5,597 5,795 6,128 6,500
Non Current Liabilites 19,828 19,488 21,275 21,323 18,655
Current Liabilites 2,533 3,701 3,591 4,325 4,422
Total Equity & Liabilities 36,350 37,323 40,330 43,050 44,118
Non Current Assets 35,041 35,963 38,277 39,294 39,692
Fixed Assets 29,180 30,359 32,759 33,771 34,164
Right of Use Assets 4,299 4,036 3,907 3,907 3,907
Financial Assets 799 859 936 937 937
Deferred Tax Asset 461 365 358 358 358
Long Term Loans and Advances 245 186 229 229 229
Other Non Current Assets 57 158 88 93 97
Current Assets 1,310 1,360 2,053 3,756 4,427
Current investments 59 10 81 89 98
Inventories 81 105 138 154 185
Trade Receivables 291 560 715 907 1,127
Cash and Bank Balances 543 275 537 2,021 2,428
Short Term Loans and Advances - - - - -
Other Financial Assets 24 36 32 35 38
Other Current Assets 312 375 550 550 550
TOTAL ASSETS 36,350 37,323 40,330 43,050 44,118

11-Aug-24 | 6|



LemonTree Hotels Limited DALAL & BROACHA STOCK BROKING PVT

Cashflow (Rs mn) FY22 FY23 FY24 FY25E FY26E
PBT -1,456 1,774 2,151 2,626 4,346
Depreciation 1,043 966 1,121 1,523 1,840
Net Chgin WC -180 -210 3 538 -

Taxes -17 -269 -335 -656 -1,087
Others 1,963 1,948 1,820 2,319 1,989
CFO 1,353 4,208 4,761 6,349 7,088
Capex -668 -116 -3,000 -2,500 -1,500
Net Investments made 159 -12 -148 -8 -9
Others 55 - - - -

CFI -454 -127 -3,148 -2,508 -1,509
Change in Share capital 8 - - - -

Change in Debts 134 489 1,590 2 -2,998
Div. & DivTax - - - - -

Others -1,773 -4,837 -2,940 -2,360 -2,174
CFF -1,630 -4,349 -1,350 -2,358 -5,172
Total Cash Generated -732 -268 263 1,483 408
Cash Opening Balance 1,275 543 275 537 2,021
Cash Closing Balance 543 275 537 2,021 2,428
Ratios FY22 FY23 FY24 FY25E FY26E
OPM 29.5 51.2 48.8 49.6 50.9
NPM -21.0 13.0 13.8 12.6 18.0
Taxrate -5.0 -21.3 -15.9 -25.0 -25.0

Growth Ratios (%)

Net Sales 59.8 117.5 22.4 18.9 24.3
Operating Profit 93.7 277.2 16.9 20.7 27.4
PBIT -130.9 2,351.8 17.1 16.6 29.5
PAT -26.4 -202.3 29.3 8.8 65.3

Per Share (Rs.)

Net Earnings (EPS) -1.11 1.45 1.88 2.03 3.60
Cash Earnings (CPS) 0.21 2.67 3.29 3.95 5.92
Dividend - - - - -

Book Value 10.51 10.78 12.21 14.24 18.36
Free Cash Flow -2.26 4.62 -4.25 3.93 6.43

Valuation Ratios

P/E(x) -120 92 71 66 37
P/B(x) 13 12 11 9 7
EV/EBIDTA(x) 99 29 25 21 16
Div. Yield(%) - - - - -

FCF Yield(%) -1.70 3.47 -3.20 2.96 4.84

Return Ratios (%)

ROE -11% 13% 15% 14% 20%
ROCE 1% 14% 15% 16% 21%
RolC 1% 11% 13% 13% 17%

Source: Company, Dalal & Broacah Research
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B
(CINU67120MH1997PTC111186) was established in 1997 and is an integrated financial services player
offering an extensive range of financial solutions and services to a wide spectrum of customers with
varied needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of
India Limited (NSE). D&B along with its affiliates offers the most comprehensive avenues for investments
and is engaged in the securities businesses including stock broking (Institutional and retail), depository
participant, portfolio management and services rendered in connection with distribution of primary
market issues and financial products like mutual funds, fixed deposits. Details of associates are available
on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI
(Research Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended
by any stock exchange with whom it is registered in any time in the past. It has not been debarred from
doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration
been cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have
isfsued advice letters or levied minor penalty on D&B for certain operational deviations in routine course
of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that all
of the views expressed in this report accurately reflect his or her personal views about the subject
company or companies and its or their securities, and no part of his or her compensation was, is or will
be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst)
Regulations, 2014 with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the
subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject
company at the end of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership | No
of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the | No
subject company.
Whether the research Analyst has served as officer, director or employee of the | No
subject company
Whether the Research Analyst has received any compensation from the subject | No
company in the past twelve months
Whether the Research Analyst has managed or co-managed public offering of | No
securities for the subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment | No
banking or merchant banking or brokerage services from the subject company
in the past twelve months

Whether the Research Analyst has received any compensation for products or | No
services other than investment banking or merchant banking or brokerage
services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation or other benefits | No
from the subject company or third party in connection with the research report

11-Aug-24 |8 |
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D&B and/or its affiliates may seek investment banking or other business from the company or companies
that are the subject of this material. Our salespeople, traders, and other professionals may provide oral
or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make
investment decisions that may be inconsistent with the recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things,
may give rise to real or potential conflicts of interest including but not limited to those stated herein.
Additionally, other important information regarding our relationships with the company or companies
that are the subject of this material is provided herein. This report is not directed to, or intended for
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation or which would subject D&B or its group companies to any registration or
licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to
or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official
confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be
construed as official confirmation of any transaction. No part of this document may be distributed in
Canada or used by private customers in United Kingdom. All material presented in this report, unless
specifically indicated otherwise, is under copyright to D&B. None of the material, nor its content, nor any

copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without
the prior express written permission of D&B. All trademarks, service marks and logos used in this report
are trademarks or registered trademarks of D&B or its Group Companies. The information contained
herein is not intended for publication or distribution or circulation in any manner whatsoever and any
unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless
otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital
Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before
investing in Indian Securities Market. In so far as this report includes current or historic information, it is
believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992 | E-mail: equity.research@dalal-broacha.com
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