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Divyasree Tarbus Builders Private Limited: Rating reaffirmed
Summary of rating action
Previous Rated Current Rated Rating Action
Amount (Rs. crore) | Amount (Rs. crore) g
Long term Fund-based Term Loan 560.0 560.0 [ICRA]BBB+ (Stable); reaffirmed
Total 560.0 560.0

*Instrument details are provided in Annexure-1

Rationale

The rating reaffirmation continues to factor in the established operational track record of Divyasree Tarbus Builders Private
Limited’s (“DTBPL” or “the company”) office property, Divyasree Greens, located at Inner Ring Road, Bengaluru. The company
has also developed another building named Divyasree Greens Annexe in the land parcel adjoining Divyasree Greens. The rating
positively factors in the long-term leases signed with Dell for both the buildings, which has been occupying Divyasree Greens
building since 2003. Lease non-renewal risk or vacancy risk is partially mitigated by lower than market rent rates prevailing
currently, and investments made by tenants towards fit-outs. ICRA notes that the escrow mechanism and debt service reserve
accounts (DSRA) equivalent to one quarter of debt obligations supports the liquidity profile of the company. The rating also
draws comfort from the established track of Divyasree Group in the development and management of commercial real-estate
assets.

The rating continues to be constrained by single tenant risk with and the consequent exposure to market risk in case of any
vacancy or non-renewal of leases. Nonetheless, these risks are partly mitigated by the asset’s competitive rental rates, profile
of the tenant and the investments made by tenant towards fit outs. The rating is also constrained by the moderate coverage
ratios on account of the high leverage levels with LRD debt to rental ratio of 7.5 times as on March 2022, thus limiting financial
flexibility of the company. The debt coverage ratios remain vulnerable to any changes in interest rates and occupancy levels.

The Stable outlook on the rating reflects ICRA’s opinion that DTBPL will continue to benefit from the long track record of
operations and healthy asset profile, which is expected to support stable occupancy and cash flow generation.

Key rating drivers and their description

Credit strengths

Favourable asset profile — DTBPL has developed a built-to-suit campus for Dell located favourably at Inner Ring Road,
Bengaluru, which comes under the Secondary Business District (SBD) of the city. Dell has occupied 0.72 million sq. ft. in
Divyasree Greens since 2003 and further taken additional lease in 0.05 million sq. ft. area in Divyasree Greens Annexe post its
completion in 2018. Further, competitive rental rates and substantial investments made by the tenants towards fit-outs reduce
the vacancy risks to some extent.

Escrow mechanism in place with liquidity support in the form of DSRA - The lease rental discounting loan has an escrow
mechanism which prioritizes debt repayment before any other utilization, along with adequate cushion between rental receipt
and EMI due dates. In addition, the company also needs to maintain DSRA equivalent to one quarter of debt obligations, which
provides additional liquidity support.

Established track record of Divyasree Group — The Group has an established track record in development and management
of commercial office space measuring over 9.3 million sq. ft. with assets spread across Bangalore, Hyderabad and Chennai.
ICRA takes note of the partnership formed by Divyasree Group with Kotak Realty Fund in a $400 million fund (5200 million
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closed and $200 million top-up option) anchored by Abu Dhabi Investment Authority (ADIA). The fund is expected to provide
adequate equity capital for the future projects to be developed by the Group.

Credit challenges

High lessee concentration risk — Given the single tenant nature of the campus, the lessee concentration for the company
remains high. However, the risks are partly mitigated by the significant under-renting in the assets with average rental rate
being nearly half the current market rates. Further, the tenant has incurred significant amount in fit-outs, which moderates
vacancy risks to some extent. ICRA notes that the largest lease with the tenant has recently been renewed in January 2021 for
a further five-year period.

High leverage levels resulting in limited financial flexibility — The leverage level as measured through the ratio of LRD debt to
rental income is high at 7.5 times in FY2022, thereby resulting in moderate coverage indicators and limiting financial flexibility
over the medium term.

Vulnerability of coverage indicators —-DTBPL’s debt coverage metrics remain moderate owing to non-uniform DSCR structure
over loan tenure, land lease expense and high tax outflows owing to non-operating income accruing to the company. The
coverage indicators remain vulnerable to changes in interest rates and occupancy levels. However, DSRA maintained with the
lenders mitigates its impact to an extent.

Liquidity position: Adequate

The company has an adequate liquidity profile owing to stable and predictable rental collections. The liquidity profile is further
augmented by certain loan-specific features such as presence of escrow mechanism and maintenance of DSRA (three-month
EMI) amounting to Rs. 15.01 crore as on March 2022 and unencumbered cash and FD balances totaling to Rs 23.5 crore as on
March 31, 2022.

Rating sensitivities

Positive factors — ICRA could upgrade DTBPL’s rating if the company demonstrates a sustained reduction in leverage levels and
improvement in debt coverage metrics. Specific credit metrics include five-years average debt service coverage ratio (DSCR)
greater than 1.3x

Negative factors —Negative pressure on DTBPL’s rating could arise if there is any weakening in debt protection metrics, for
reasons including reduction in occupancy levels or increase in debt levels through debt funded capex or increased loans and
advances to group companies.

Analytical approach

Corporate Credit Rating Methodology
Rating Methodology for Debt Backed by Lease Rentals

Applicable Rating Methodologies

Parent/Group Support Not Applicable

Consolidation/Standalone Standalone

About the company

DBTPL was incorporated in 2007 in order to undertake real estate development. The company’s assets include 0.73 million sq.
ft. of operational leasable area on Inner Ring road, Bangalore named DivyaSree Greens. The project was completed in 2003


https://www.icra.in/Rating/ShowMethodologyReport/?id=728
https://www.icra.in/Rating/ShowMethodologyReport/?id=800
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and is leased out to Dell International Services Private Limited. The company has also developed and completed 0.05 million
sq. ft. of office space in 2018 named DivyaSree Greens Annexe in the land parcel adjoining DivyaSree Greens which is also
leased out to Dell. The company is part of DivyaSree Developers which has completed over 9.3 million sq. ft. of commercial
office space across Bengaluru, Hyderabad and Chennai. The group also has presence in residential real estate development.

Key financial indicators

DTBPL (Standalone) FY2021 FY2022P

Operating Income (Rs. crore) 76.7 78.6
PAT (Rs. crore) 23.2 39.7
OPBDIT/OI (%) 85.6% 87.8%
PAT/OI (%) 30.2% 50.5%
Total Outside Liabilities/Tangible Net Worth (times) 6.1 4.2
Total Debt/OPBDIT (times) 9.4 8.7
Interest Coverage (times) 13 14

PAT: Profit after Tax; OPBDIT: Operating Profit before Depreciation, Interest, Taxes and Amortisation; FY2022 financials are provisional in nature
Source: Company, ICRA research.

Status of non-cooperation with previous CRA: Not applicable

Any other information: None

Rating history for past three years

Current Rating (FY2023) Chronology of Rating History

Amount Date &
: Date & Rating in R Date & Ratin
Amount Outstandingas | . o Rating in [ Rating in : g
Type Rated of March 31, FY2022 FY2021 in FY2020
(Rs. crore) 2022
(Rs_ crore) July 22,2022 Apr 30, 2021 Jan 27, 2021 -
Long [ICRA]BBB+ [ICRA]BBB+ [ICRA]BBB
1 Term Loan 560.0 546.9
Term (Stable) (Stable) (Stable)

Complexity level of the rated instrument - Simple

| Instrument ________________________| ComplexityIndicator

Long-term — Fund based — Term loan Simple

The Complexity Indicator refers to the ease with which the returns associated with the rated instrument could be estimated.
It does not indicate the risk related to the timely payments on the instrument, which is rather indicated by the instrument's
credit rating. It also does not indicate the complexity associated with analyzing an entity's financial, business, industry risks or
complexity related to the structural, transactional, or legal aspects. Details on the complexity levels of the instruments, is
available on ICRA’s website: www.icra.in


https://www.icra.in/Rating/ShowRatingPolicyReport/?id=92&type=new
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Annexure-1: Instrument details

Date of Issuance Coupon Amount Rated
Instrument Name / P Maturity Date Current Rating and Outlook
Sanction Rate (Rs. Crore)

Term Loan Mar-2021 Jan-2036 560.0 [ICRA]BBB+(Stable)

Source: Company.

Annexure-2: List of entities considered for consolidated analysis — Not Applicable



ICRA

ANALYST CONTACTS

Rajeshwar Burla Mathew Kurian Eranat
+91-33-71501100 +91-80-43326415
rajeshwar.burla@icraindia.com mathew.eranat@icraindia.com
Ritika Periwal Neha Malusare
+91-80-43326412 +91-80-43326400
ritika.mundhra@icraindi.com neha.malusare@icraindia.com

RELATIONSHIP CONTACT

Jayanta Chatterjee
+91-80-4332-6401
jayantac@icraindia.com

MEDIA AND PUBLIC RELATIONS CONTACT

Ms. Naznin Prodhani

Tel: 491 124 4545 860
communications@icraindia.com

Helpline for business queries
+91-9354738909 (open Monday to Friday, from 9:30 am to 6 pm)

info@icraindia.com

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited Company,
with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating Agency
Moody’s Investors Service is ICRA’s largest shareholder.

For more information, visit www.icra.in

WWW.icra .in


mailto:rajeshwar.burla@icraindia.com
mailto:ritika.mundhra@icraindi.com
mailto:neha.malusare@icraindia.com
mailto:jayantac@icraindia.com
mailto:communications@icraindia.com
mailto:info@icraindia.com
http://www.icra.in/

ICRA

ICRA Limited

[l Registered Office

B-710, Statesman House, 148, Barakhamba Road, New Delhi-110001
Tel: 491 11 23357940-45

Q Branches

Corporate Office

Building No. 8, 2nd Floor, Tower A; DLF Cyber City,
Phase Il; Gurgaon 122 002

Tel: 491 124 4545300

Email: info@icraindia.com

Website: www.icra.in

491794027 1500/501

i +913371501100/01

+9122 6169 3300

+91 40 4067 6500/4920
+91202556 1194 0200
+91 804332 6400/4922 o1 i irpenany

5500

© Copyright, 2022 ICRA Limited. All Rights Reserved.

Contents may be used freely with due acknowledgement to ICRA.

ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to a process of surveillance,
which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current opinion on the relative capability of the issuer concerned to
timely service debts and obligations, with reference to the instrument rated. Please visit our website www.icra.in or contact any ICRA office for the latest
information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable,
including the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information provided by it. While reasonable care has been
taken to ensure that the information herein is true, such information is provided ‘as is” without any warranty of any kind, and ICRA in particular, makes no
representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group
companies may have provided services other than rating to the issuer rated. All information contained herein must be construed solely as statements of
opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.




