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Carol Info Services Limited: [ICRA]BBB- (Stable) assigned
Summary of rating action

Current Rated Amount

* . .
Instrument (Rs. crore} Rating Action
Long-term — Fund-based —-Term loan 450.00 [ICRA]IBBB- (Stable); assigned
Total 450.00

*Instrument details are provided in Annexure-I

Rationale

ICRA’s assigned rating for Carol Info Services Limited (Carol/ the company) factors in the current strong occupancy (100%) for
its total leasable area of 1.67 lakh square feet (sq. feet), and the expectations that the occupancy will remain healthy going
forward too. The company owns two properties, one at Bandra Kurla Complex (BKC), Mumbai, with a leasable area of 1.14
lakh sqg. feet and another at Aurangabad (Maharashtra) with a leasable area of 0.53 lakh sq. feet. The company has a healthy
track record of timely receipt of rent payments from its existing tenants which include Wockhardt Limited (Wockhardt, rated
[ICRA]BBB- (Stable)/ [ICRA]A3) and Adani Electricity Mumbai Limited (Adani Electricity). Additionally, the location of the BKC
property is one of the premium commercial property locations in Mumbai, supporting the property's value and rental income
potential for the company. The rating also takes into account Carol’s comfortable debt metrics with lease rental discounting
(LRD) debt/ net operating income (NOI) and debt service coverage ratio (DCSR) in the range of 5.0-5.5 times and 1.25-1.30
times, respectively, as on March 31, 2024 (as per provisional estimates shared by the company) and ICRA expects the same to
remain healthy, going forward.

The rating is, however, constrained by high tenant and asset concentration risks. About 84% of the total leasable area is
currently leased out to Wockhardt Limited (~77% of the leasable area at BKC and 100% of the leasable area at Aurangabad),
exposing the company to significant tenant concentration risk. Furthermore, the BKC property generates ~92% of the
company’s rental revenues, leading to an asset concentration risk. The rating is also constrained by Carol’s substantial
investments/ loans and advances amounting to ~Rs. 1,185 crore in group companies and promoter entities as on March 31,
2023. The company is not generating any returns from these investments and there are no definite timeline for recovery of
these investments, limiting the company’s financial flexibility. The company also remains vulnerable to fluctuations in interest
rates and occupancy levels, which could affect its debt coverage metrics.

The Stable outlook on the rating reflects ICRA’s expectations that the company’s credit profile will be supported by the
continuation of strong occupancy levels and favourable location of its rental property.

Key rating drivers and their description

Credit strengths

Healthy occupancy and track record of timely rent receipts — The company owns two properties, one at BKC with a leasable
area of 1.14 lakh sq. feet and another at Aurangabad with a leasable area of 0.53 lakh sq. feet. Both properties are currently
fully occupied. The tenant profile includes reputed corporates such as Wockhardt Limited, Adani Electricity and the Ascendas
Group, which reduces the counterparty risk to an extent. The company has a proven track record of timely receipt of rent
payments from its existing tenants. Further, the presence of a rent escalation clause in the lease agreements ensures steady
growth in rental income over the lease term, providing a cushion against inflation and other market fluctuations.
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Favourable location of the property — Of the total leasable area of ~1.67 lakh sq. feet, ~1.14 lakh sq. feet is located at BKC as
a commercial office space named, Wockhardt Towers, that currently generates ~92% of the rental revenues for the company.
The property’s location is at a premium commercial area in the central business district (CBD) of the Mumbai Metropolitan
Region (MMR), which further supports the property's value and rental income potential for the company. ICRA expects Carol
to benefit from the low vacancy levels and limited upcoming supply in the BKC micro-market.

Healthy debt metrics — The company’s debt mainly consists of LRD loan of ~Rs. 432.3 crore as on March 31, 2024. The
company’s LRD Debt/NOI and DSCR remained comfortable in the range of 5.0-5.5 times and 1.25-1.30 times, respectively, as
on March 31, 2024 (as per provisional estimates shared by the company). The debt coverage indicators are expected to remain
healthy going forward too, on the back of scheduled repayment of term debt with an estimated five-year (FY2025 to FY2029)
average DSCR of 1.30-1.35 times.

Credit challenges

High tenant and asset concentration risks — About 84% of the total leasable area is currently leased out to Wockhardt Limited
(~77% of the leasable area at BKC and 100% of the leasable area at Aurangabad), exposing the company to high tenant
concentration risk. Although the leased-out space remains critically important for the operations of Wockhardt, any adverse
developments affecting Wockhardt’s business could significantly impact the company’s cash flows and debt coverage metrics.
Moreover, the BKC property currently generates ~92% of the company’s rental revenues, leading to an asset concentration
risk. However, the favourable location of the BKC property mitigates this risk to a certain extent.

Large investments in group companies — The company has substantial investments or loans and advances amounting to ~Rs.
1,185 crore in group companies and promoter entities as on March 31, 2023. These investments were funded through
proceeds from partial sale of the BKC property over a decade ago, along with an LRD loan and subsequent top-ups on the
same, as well as through internal accruals. Out of these investments, ~37% have been invested in Wockhardt Hospitals and
balance into various promoter and group entities. The company is not generating any returns from these investments and
there are no definite timeline for recovery of these investments, limiting the company’s financial flexibility. ICRA will continue
to monitor the investments in group or promoter entities and their impact, if any, on the debt metrics and liquidity position of
the company.

Vulnerability of debt coverage metrics to fluctuations in interest rate and occupancy levels — The company’s debt coverage
metrics remain vulnerable to fluctuations in interest rates and to occupancy levels of the leased-out properties. The weighted
average lease expiry (WALE) of the asset is currently ~3.3 years, compared to the remaining debt repayment period of ~13.5
years, exposing the company to lease renewal risk. However, long-term association with its group company, Wockhardt
Limited, a major revenue generating tenant, and its consistent track record of lease renewals provides comfort to an extent.

Liquidity position: Adequate

The company’s liquidity remains adequate with free cash and bank balances of Rs. 7.7 crore as on July 31, 2024 (apart from
DSRA of Rs. 9.5 crore). The company does not have any working capital lines. The company is not expected to incur any major
capital expenditure (capex) in the near term and any maintenance capex will be funded through internal accruals. The company
has a repayment obligation of Rs. 12.4 crore, Rs. 16.9 crore and Rs. 21.4 in FY2025, FY2026 and FY2027, respectively, for its
existing LRD loan. ICRA expects Carol to meet its near-term repayment obligations through its internal accruals derived from
rental receipts. Moreover, structural features, such as DSRA covering three month’s debt servicing and an escrow mechanism,
provide additional comfort.

Rating sensitivities

Positive factors — ICRA could upgrade the company’s rating if there is a significant increase in scale of operations while
maintaining healthy debt protection metrics.
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Negative factors — Negative pressure on the rating could arise if there is a material decline in occupancy levels and/or any
delay in timely rental receipts or significant increase in leverage levels, leading to 5-year average DSCR of less than 1.2 times
on a sustained basis.

Analytical approach

Analytical Approach Comments

Corporate Credit Rating Methodology
Realty - Lease Rental Discounting (LRD)

Applicable rating methodologies

Parent/Group support Not applicable

For arriving at the ratings, ICRA has considered the consolidated financials of Carol; details

Consolidation/Standalone .
in Annexure-II.

About the company

Carol Info Services Limited is owned by the Khorakiwala family (promoters of the Wockhardt Group). The company owns two
commercial assets with a total leasable area of ~1.67 lakh sq. feet, one at BKC in Mumbai and another at Aurangabad (The
Benchmark). Majority of the leasable area for the BKC building is leased out to Wockhardt Limited and remaining area is
currently leased out to Adani Electricity and the Ascendas Group. The company’s property in Aurangabad is completely leased
out to Wockhardt Limited and includes a residential building and a resort. The company has had rental arrangements with
Wockhardt Limited for more than 15 years and it continues to be the major revenue generating tenant for the company.

Key financial indicators (audited)

Consolidated FY2022 FY2023 FY2024*
Operating income 94.6 98.4 102.9
PAT 90.9 86.5 105.9
OPBDIT/OI 93.2% 77.7% 91.4%
PAT/OI 96.1% 87.9% 102.9%
Total outside liabilities/Tangible net worth (times) 0.7 0.7 0.5
Total debt/OPBDIT (times) 4.7 5.4 4.7
Interest coverage (times) 2.3 1.4 2.1

Source: Company, ICRA Research; * Standalone Provisional numbers; All ratios as per ICRA’s calculations; Amount in Rs. crore

PAT: Profit after tax; OPBDIT: Operating profit before depreciation, interest, taxes and amortisation

Status of non-cooperation with previous CRA: Not applicable

Any other information: None
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Rating history for past three years

Current (FY2025) Chronology of rating history for the past 3 years
FY2025 FY2024 FY2023 FY2022
Amount
Instrument AETEEL. A;gZZ‘lZ, DEY Rating Date Rating Date Rating Date Rating
Long [ICRA]BBB-
Term loan Term 450.00 (Stable)

Complexity level of the rated instruments

Instrument Complexity Indicator

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 analysing 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 are
available on ICRA’s website: Click Here
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Annexure |: Instrument details

Instrument Coupon . Amount Rated .
Date of Issuance P Mlaturity Current Rating and Outlook

Name Rate (Rs. crore)

NA Term Loan FY2024 10.30% Y2038 450.00 [ICRA]BBB- (Stable)

Source: Company

Please click here to view details of lender-wise facilities rated by ICRA

Annexure ll: List of entities considered for consolidated analysis

Ownership as

Consolidation

Company Name on March 31,

2023 Approach
Banneret Trading Private Limited 100.00% Full Consolidation
Wockhardt Hospitals Limited 48.36% Equity Method

Source: Company.
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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:shamsherd@icraindia.com
mailto:kinjal.shah@icraindia.com
mailto:mythri.macherla@icraindia.com
mailto:gaurav.kanade@icraindia.com
mailto:shivakumar@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

+9179 4027 1500/501 9
i +913371501100/01

4912261693300
9 191406939 6464
4912025561194 9
+91 80 4332 6400/4922 +91 44 4596 4300
5500

© Copyright, 2024 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.




