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Ratings
Instrument Tenure Rating’ Rating Action
CARE A (MF-IDF) Revised from CARE AA (MF-IDF)
LLiist?}f(;a;LZiirse 5 years [Single A (Mutual Fund— [Double A (Mutual Fund—
Series 1-A Infrastructure Debt Fund)] Infrastructure Debt Fund)]
(watch with developing implications) (watch with developing implications)
IL&FS Infrastructure CARE A+ (MF-IDF) Revised from CARE AA (MF-IDF)
debt fund Schemes 7 years [Single A Plus (Mutual Fund- [Double A (Mutual Fund—
Series 1-B Infrastructure Debt Fund)] Infrastructure Debt Fund)]
(watch with developing implications) (watch with developing implications)
IL&ES Infrastructure CARE A+ (MF-IDF) Revised from CARE AA (MF-IDF)
debt fund Schemes 10 years [Single A Plus (Mutual Fund- [Double A (Mutual Fund-
Series 1-C Infrastructure Debt Fund)] Infrastructure Debt Fund)]
(watch with developing implications) (watch with developing implications)
IL&ES Infrastructure CARE AA- (MF-IDF) Revised from CARE AA (MF-IDF)
debt fund Schemes 5 years [Double A Minus (Mutual Fund— [Double A (Mutual Fund-
Series 3-A Infrastructure Debt Fund)] Infrastructure Debt Fund)]
(watch with developing implications) (watch with developing implications)
CARE AA- (MF-IDF) Revised from CARE AA (MF-IDF)
:ijoiSflIJr;]f;ass;r]t;(:]uerse 7 years [Double A Minus (Mutual Fund— [Double A (Mutual Fund-
Series 3-B Infrastructure Debt Fund)] Infrastructure Debt Fund)]
(watch with developing implications) (watch with developing implications)

Detailed Rationale and Key rating drivers

CARE has revised the rating assigned to Scheme 1A from ‘CARE AA (MF-IDF)’ [Double A (Mutual Fund-
Infrastructure Debt Fund)]’ to ‘CARE A (MF-IDF)’ [Single A (Mutual Fund-Infrastructure Debt Fund)]’, Scheme
1B & Scheme 1C from ‘CARE AA (MF-IDF)’ [Double A (Mutual Fund-Infrastructure Debt Fund)]’ to ‘CARE A+
(MF-IDF)’ [Single A Plus (Mutual Fund-Infrastructure Debt Fund)]’ and Scheme 3A & Scheme 3B from ‘CARE
AA (MF-IDF)’ [Double A (Mutual Fund-Infrastructure Debt Fund)])’ to ‘CARE AA- (MF-IDF)’ [Double A Minus
(Mutual Fund-Infrastructure Debt Fund)]’ of IL&FS Infra Asset Management Limited. All the ratings continue
to remain on watch with developing implications.

CARE’s rating of infrastructure debt fund schemes are an opinion on the asset selection ability and asset
management capabilities in the infrastructure sector for these schemes. These ratings are based on the
strength of sponsors, the management experience of the asset managers and the expected/ actual portfolio
quality within infrastructure sector. IDF-MF ratings provide an opinion on the selection ability of the scheme
within the infrastructure sector based on past selection track record of the sponsors & asset managers and the
expected/ actual portfolio composition given the investment strategy specific to the scheme. The rating also
assesses fund management capability for infrastructure investments after selection of assets and comments on
the strength of the asset manager & the sponsor’s capability based on their management of similar assets in
the past.

The ratings assigned to the IDF schemes do not factor in the expectation/probability of the default risk as
these schemes do not have any debt obligations. Further, the IDF rating scale is different from the rating
scale prescribed by Securities and Exchange Board of India (SEBI) for providing credit rating of debt
instruments.

The revision in the ratings factor in deterioration in the asset quality of the investments under the funds and
weakening of the credit profile of the sponsor i.e. Infrastructure Leasing and Financial Services (IL&FS) group.
The ownership of the asset manager and trustee company of the Infrastructure Debt Fund (IDF) was
transferred to IL&FS Investment Managers (IIML), a subsidiary of IL&FS, from IL&FS Financial Services (IFIN)
with effect from January 1, 2017.

1Complet‘e definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.
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The ratings continue to be placed on a ‘watch with developing implications’ following the significant
deterioration in credit profile of the parent group, i.e. IL&FS group and subsequent induction of a new Board
of Directors which includes industry veterans like Mr. Uday Kotak (Chairman, IL&FS), Mr. Vineet Nayyar (Vice
Chairman & Managing Director, IL&FS) and Mr. G C Chaturvedi, Mr. Srinivasan Natarajan, Mr. Bijay Kumar, Mr.
Nand Kishore, Dr. Malini Shankar & Mr. CS Rajan for preparing a robust and time bound resolution plan for the
IL&FS group at the behest of Central Government and the subsequent announcement by the newly
constituted board on soliciting Expression of Interest (EOI) for sale of its Alternative Investment Fund
Management business including IDF business. CARE would continue to monitor the developments of further
plans of the new board of the parent group and would review the ratings assigned to the above mentioned
schemes accordingly.

The ratings continue to consider the stated investment policy, indicative investment strategy as well as the
actual and expected portfolio composition provided by the AMC.

Detailed description of the key rating drivers

e Deterioration in the credit profile of the sponsor and group companies

The credit profile of IL&FS group and its key subsidiaries in the energy vertical — IL&FS Energy Development
Company Limited (IEDCL) and transportation vertical — IL &FS Transportation Network Limited (ITNL)
deteriorated resulting in liquidity pressure impacting the group’s financial flexibility. The fund has total
exposure of 23.56% as on February 28, 2019 across five schemes to its group companies namely IL&FS Wind
Energy Limited (IWEL) and IL&FS Solar Power Limited (ISPL) which are subsidiaries of IEDCL

e Asset Management Company evaluation

IL&FS Infra Asset Management Company Ltd. (IIAML), a subsidiary of IIML is the asset management company
for managing the IIDF schemes. IIAML is headed by Mr. Jignesh Shah (Chief Executive Officer) who has over 20
years of work experience in corporate strategy, M&A, project finance, capital raising, corporate advisory and
valuation. He is ably supported by a team of experienced professionals to manage the fund.

e Portfolio Quality

The total AUM of all the five schemes stood at Rs.1,999.96 crore as on February 28, 2019, consisting debt

investments across 19 companies. The portfolio evaluation is based on the following characteristics:

i. Percentage of unrated portfolio in the overall portfolio: As on February 28, 2019 around 27.29% of the
portfolio across all the five schemes i.e. Series 1-A, Series 1-B, Series 1-C, Series 3-A and Series 3-B, is
unrated.

ii. Extent of investments in revenue generating operational projects: All the five schemes have high
proportion of operating projects / liquid money market investments with the balance being sponsor
financing.

iii. Concentration / Exposure Limits: The investment concentration in the existing portfolio of all the five
schemes is within the 30% cap specified by SEBI (as per SEBI norms, the fund shall not invest more than
30% of its net assets in the debt securities or assets of any single infrastructure company or project or
special purpose vehicles).

iv. Sectoral concentration: The schemes are also within the prescribed limits as far as sectorial concentration
is concerned. Currently the investments consist of exposures to sectors like hydro power, roads, wind
power, solar power, etc.

v. Maturity profile of the investments vis-a-vis fund tenor and its influence on the stability of earnings: The
asset tenures of all the five schemes are well matched and maturity of all the debt investments is less than
maturity of the schemes. The maturity of Series 1A is April 29, 2019 with 23.41% of the AUM being
investment in IWEL. Considering that IWEL is looking at divestment of its SPVs, the maturity of the schemes
is expected to take longer than the tenor of the scheme. The management is currently evaluating on exit
options for its investors in the scheme.

vi. Form and extent of investment: The fund has invest around 99% of the corpus in debt instruments of
infrastructure companies or infrastructure related projects while around 1% is invested in money market
instruments and bank deposits.

.Relative average credit quality of the investments within infrastructure sector: Out of the total exposure
in debt investments across all the five series as on February 28, 2019, 0.25% of the portfolio was invested in
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‘AA’ rated instruments, 25.22% in ‘A’ rated instruments, 15.56% in ‘BBB’ rated instruments, 13.23% in ‘BB’
rated instruments, 11.97% in ‘C’ rated instruments and remaining 27.29% in unrated instruments. The
investments in Collateralized Borrowings and Lending Obligation (CBLOs) and bank balances account for
6.48% of total total portfolio.

The fund has total exposure of 23.56% as on February 28, 2019 across five schemes to its group companies
namely IL&FS Wind Energy Limited (IWEL) and IL&FS Solar Power Limited (ISPL) which are subsidiaries of IEDCL,
whose credit profile has seen significant weakening.

Analytical approach: Standalone

Applicable Criteria
Rating Methodology for Mutual Fund-Infrastructure Debt Funds

About the company

IL&FS Infra Asset Management Limited (IIAML) is a public limited company incorporated on January 08, 2013.
IATL & IIAML have executed the Investment Management Agreement (IMA) on January 21, 2013 whereby,
IATL appointed IIAML as AMC of IL&FS Mutual Fund (IDF). IIAML is a subsidiary of IIML. IIML along with 6
nominee shareholders holds 86.61% of IIAML’s share capital. Other shareholders include LIC of India (7.72%)
and GIC of India, United Insurance Company Limited and National Insurance Company Limited (1.89% each).
The total assets under management (AUM) for all the five schemes stood at Rs.1,999.96 crore as on February
28,2019.

Status of non-cooperation with previous CRA: Not applicable
Any other information: Not applicable
Rating History for last three years: Please refer Annexure-2
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.
Analyst Contact:
Name: Aditya Acharekar
Tel No.: 022-6754 3528
Mobile: + 91-9819013971
Email: aditya.acharekar@careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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 infrastructure debt fund rating is not a recommendation to purchase, sell, or hold a security / fund. It neither
comments on the current market price, suitability for a particular investor nor on the prospective performance of the
fund with respect to appreciation, volatility of net asset value (NAV), or yield of the fund. The ratings do not address the
funds ability to meet the payment obligations to the investors. The ratings are based on current information furnished to
CARE by the issuer or obtained by CARE from sources it considers 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. CARE does not perform an audit in connection with any rating and
may, on occasion, rely on unaudited information. The ratings may be changed, suspended, or withdrawn as a result of
changes in, or unavailability of, such information, or based on other circumstances. Funds rated by CARE have paid a
rating fee.
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Annexure-1: Details of the facilities/instruments

Name of the fund Date of | Coupon Maturity Sizc.e of the Rating assigned along with rating
Issuance Rate issue outlook
IL&FS Mutual Fund Infrastructure Debt CARE A (MF-IDF)
Fund - Series 1-A i i i i watch with developing implications
IL&FS Mutual Fund Infrastructure Debt CARE A+ (MF-IDF)
Fund - Series 1-B i i i i watch with developing implications
IL&FS Mutual Fund Infrastructure Debt CARE A+ (MF-IDF)
Fund - Series 1-C ) ) ) i watch with developing implications
IL&FS Mutual Fund Infrastructure Debt CARE AA- (MF-IDF)
Fund - Series 3-A ) ) ) i watch with developing implications
IL&FS Mutual Fund Infrastructure Debt CARE AA- (MF-IDF)
Fund - Series 3-B ) ) ) i watch with developing implications
Annexure-2: Rating History of last three years
Current ratings Rating History
sr. e Dat? & Dat? & Datt.e & Datt.e &
No. Name of the fund Type | Outstanding Rating R'atlng ' R'atlng ' R.atlng : R'atlng :
(Rs. crore) assigned in assigned in assigned in assigned in
2018-2019 2017-2018 2016-2017 2015-2016
1)CARE AA
(MF-IDF)
(Watch with
IL&FS Mutual Fund | | CARE A (MF-IDF) developing 1)CARE AAA 1)CARE AAA
1 Infrastructure Debt ended - watch with developing | implications) | (MF-IDF) - (MF-IDF)
Fund - Series 1A implications (10-Oct-18) (18-May-17) (22-Jan-16)
2)CARE AAA
(MF-IDF)
(05-Apr-18)
1)CARE AA
(MF-IDF)
(Watch with
IL&FS Mutual Fund Close- CARE A+ (MF-IDF) developing 1)CARE AAA 1)CARE AAA
2 Infrastructure Debt ended - watch with developing | implications) | (MF-IDF) - (MF-IDF)
Fund - Series 1B implications (10-Oct-18) (18-May-17) (22-Jan-16)
2)CARE AAA
(MF-IDF)
(05-Apr-18)
1)CARE AA
(MF-IDF)
(Watch with
IL&FS Mutual Fund | | CARE A+ (MF-IDF) developing 1)CARE AAA 1)CARE AAA
3 Infrastructure Debt ended - watch with developing | implications) | (MF-IDF) - (MF-IDF)
Fund - Series 1C implications (10-Oct-18) (18-May-17) (22-Jan-16)
2)CARE AAA
(MF-IDF)
(05-Apr-18)
1)CARE AA
IL&FS Mutual Fund Close- CARE AA- (MF-IDF) ECAVZ:(RF\)Nith 1)CARE AAA
4 Infrastructure Debt - watch with developing . (MF-IDF) - -
Fund - Series 3A ended implications _cievglop!ng (02-Jan-18)
implications)
(10-Oct-18)
1)CARE AA
(MF-IDF)
(Watch with
IL&FS Mutual Fund CARE AA- (MF-IDF) developing
Close- . . NN
5 Infrastructure Debt ended - watch with developing | implications) - - -
Fund - Series 3B implications (10-Oct-18)
2)CARE AAA
(MF-IDF)
(18-Apr-18)
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(Formerly known as Credit Analysis & Research Ltd.)
Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022
Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD

Mr. Deepak Prajapati

32, Titanium, Prahaladnagar Corporate Road,
Satellite, Ahmedabad - 380 015

Cell: +91-9099028864

Tel: +91-79-4026 5656

E-mail: deepak.prajapati@careratings.com

BENGALURU

Mr. V Pradeep Kumar

Unit No. 1101-1102, 11th Floor, Prestige Meridian Il,
No. 30, M.G. Road, Bangalore - 560 001.

Cell: +91 98407 54521

Tel: +91-80-4115 0445, 4165 4529

Email: pradeep.kumar@-careratings.com

CHANDIGARH

Mr. Anand Jha

SCF No. 54-55,

First Floor, Phase 11,

Sector 65, Mohali - 160062
Chandigarh

Cell: +91 85111-53511/99251-42264
Tel: +91- 0172-490-4000/01

Email: anand.jha@careratings.com

CHENNAI

Mr. V Pradeep Kumar

Unit No. 0-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600 002.
Cell: +91 98407 54521

Tel: +91-44-2849 7812 / 0811

Email: pradeep.kumar@-careratings.com

COIMBATORE
Mr. V Pradeep Kumar
T-3, 3rd Floor, Manchester Square

Puliakulam Road, Coimbatore - 641 037.
Tel: +91-422-4332399 / 4502399
Email: pradeep.kumar@-careratings.com

HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
Hyderabad - 500 029.

Cell : + 91 90520 00521

Tel: +91-40-4010 2030

E-mail: ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni

304, Pashupati Akshat Heights, Plot No. D-91,
Madho Singh Road, Near Collectorate Circle,
Bani Park, Jaipur - 302 016.

Cell: 491 — 95490 33222

Tel: +91-141-402 0213/ 14

E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal

3rd Floor, Prasad Chambers, (Shagun Mall Bldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell: +91-98319 67110

Tel: +91-33- 4018 1600

E-mail: priti.agarwal@careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
Jhandewalan Extension, New Delhi - 110 055.
Cell: +91-98117 45677

Tel: +91-11-4533 3200

E-mail: swati.agrawal@careratings.com

PUNE

Mr.Pratim Banerjee

9th Floor, Pride Kumar Senate,

Plot No. 970, Bhamburda, Senapati Bapat Road,
Shivaji Nagar, Pune - 411 015.

Cell: +91-98361 07331

Tel: +91-20- 4000 9000

E-mail: pratim.banerjee@careratings.com
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