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Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

CARE has reaffirmed and withdrawn the outstanding rating of ‘CARE BBB-; Stable’ [Triple B Minus; Outlook: Stable] assigned
to the bank facilities of IG3 Infra Limited (IG3) with immediate effect.

The rating assigned to the bank facilities of IG3 Infra Limited takes into account the strategic location of the property, healthy
occupancy levels in Phase | & Phase Il Block 1 and completion of civil work of Phase Il Block 2. Further, the rating also derives
strength from experienced promoters, existence of long-term lease agreements with reputed clients and presence of an
escrow mechanism.

The rating is, however, constrained by the moderate coverage indicators, inherent lease agreement renewal risk, income
concentration from a single tenant and exposure to group companies and other non-cash generating projects.

The above action has been taken at the request of IG3 Infra Limited and submission of ‘No Objection Certificate’ received from
the banks that have extended the facilities rated by CARE.

Detailed description of the key rating drivers

Key Rating Strengths

Experienced Promoters

The promoters have over two decades of experience in the real estate/ construction business. Ms Unnamalai Thiagarajan,
founder promoter, is the Managing Director of 1G3. 1G3 is managed and controlled by its Board of Directors, under the
Chairmanship of Mr C Ramachandran, IAS (Retired).

Prime location of the property

Phase | of ‘Chennai One’ is the first IT Park in the SEZ near Chennai’s IT corridor, Old Mahabalipuram Road (OMR) and is
relatively close to the city in terms of distance. The region has emerged as a much preferred office destination by the IT/ITeS
sector.

Phase | of the IT Park has been fully occupied since the start of its operations in December 2006. During FY15, Phase Il Block 1
was completed and started leasing. As on date, Phase Il Block 1 has been occupied over 90%. Further, IG3 has completed the
civil construction of the Phase Il Block 2 during FY20 and started to lease-out the area.

Structured payment mechanism with escrow account

IG3 had refinanced its entire outstanding bank facilities during FY19 and 9mFY20. The loans envisage a structured payment
mechanism wherein the existing and future rentals from both the phases of the IT Park would be routed through an escrow
account. Further, the company also maintains a Debt Service Reserve Account (DSRA).

Presence of long-term lease tie-ups with reputed lessees with periodic escalation clauses

IG3 has entered into long-term lease agreements with most of its clients and the lease agreements also provide for periodic
escalations. The property is currently leased out to reputed IT companies for lease period ranging from 5 to 10 years and
lock-in period ranging from 3 to 10 years. The presence of such long-term lease agreements and lock-in period provide long-
term revenue visibility for the company.

Key Rating weaknesses

Revenue concentration and roll over risk

Of the total space let out (Phase | & Phase Il Block 1), TCS alone occupies over 50% of the total area. This exposes the
company to revenue concentration risk from a single tenant. Further, the tenure for LRD loans is 15 years, whereas, lease
agreements of leased area have a lock-in period in the range of 3 years to 10 years, leading to rollover risk. Further, the
tenants can terminate a lease by giving three months’ notice.

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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Moderate coverage indicators

As on date, Phase | operates at almost full occupancy levels, while Phase Il Block 1 operates at over 90% occupancy levels.
Phase Il Block 2 is leased around 40% and the company is in the process of tying-up remaining area. While, the occupancies in
Phase | and Phase Il Block 1 provide moderate comfort to the cash flows, the ability of the company to sustain these
occupancies and scale-up occupancy in Phase Il Block 2 will be critical given the high debt levels and step up EMls.

Exposure to group companies and other non-cash generating projects

Besides investments in Phase | and Phase I, 1G3, in the past had also invested in debt-funded projects including a mall at
Coimbatore, thermal power plant at Erode and a Disaster Recovery site at Bengaluru. Further, as on March 31, 2019, the
company had investments and outstanding loans & advances extended to related parties and subsidiaries to the tune of
Rs.438.58 crore. The exposure to the group companies and other projects provide limited capital cushion to 1G3.

Analytical approach: Standalone

Applicable Criteria

Policy on Withdrawal of ratings

Criteria on assigning ‘outlook’ and ‘credit watch’ to credit ratings
CARE’s Policy on Default Recognition

Rating Methodology for debt backed by Lease Rental Discounting (LRD)
Financial ratios — Non-Financial Sector

About the Company

IG3 (formerly known as Indian Green Grid Group Limited) is a Chennai-based company engaged in the business of developing
and maintaining comprehensive infrastructure facilities like IT Parks / IT SEZ. IG3 is currently operating an IT SEZ (C1) in
Chennai. IG3 was promoted by Ms Unnamalai Thiagarajan & her Associates along with Elnet Technologies Limited (ETL) in the
year 2004.
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Brief Financials (Rs. crore) FY18 (A) FY19 (A)
Total operating income 178 196
PBILDT 124 130
PAT (12) (2)
Overall gearing (times) 2.04 2.48
Interest coverage (times) 1.42 1.28
A: Audited
Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2
Annexure-1: Details of Instruments/Facilities
Name of the Date of Coupon Maturity Size of the | Rating assigned along
Instrument Issuance Rate Date Issue with Rating Outlook
(Rs. crore)
Fund-based - LT-Lease rental - - -
discounting/ Rent Receivables 0.00 Withdrawn
Financial
Fund-based - LT-Lease rental - - -
discounting/ Rent Receivables 0.00 Withdrawn
Financial
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No. Instrument/Bank Type Amount Rating | Date(s) & | Date(s) & Date(s) & Date(s) &
Facilities Outstanding Rating(s) | Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in | assigned in (assigned in 2017- | assigned in
2019-2020 | 2018-2019 2018 2016-2017
1. Fund-based - LT-Term LT - - - - 1)Withdrawn 1)CARE D
Loan (12-Feb-18) (11-Apr-16)
2)CARE D
(25-Apr-17)
2. [Fund-based - LT-Lease LT - - - 1)CARE 1)CARE BB+ (SO); -
rental discounting/ BBB- (SO); [Stable

2]
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http://www.careratings.com/pdf/resources/CARE's%20Credit%20Rating%20Process%20Feb%202020.pdf
http://www.careratings.com/pdf/resources/Rating_Outlook_and_credit_watch_May_2019.pdf
http://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_Feb2020.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20methodology%20for%20debt%20backed%20by%20lease%20rentals_Feb2020.pdf
http://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Sept2019.pdf
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Rent Receivables Stable (12-Feb-18)
Financial (05-Oct-18)
3. [Fund-based - LT-Lease LT - - - 1)CARE 1)CARE BB+ (SO); -
rental discounting/ BBB- (SO); [Stable
Rent Receivables Stable (12-Feb-18)
Financial (05-Oct-18)

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This
classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome to write
to care@careratings.com for any clarifications.
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About CARE Ratings:
CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.

Disclaimer
CARE'’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.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate and reliable.
CARE 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 CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE 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. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating.
CARE’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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