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RAM Ratings assigns preliminary ratings to IGB Commercial REIT
Capital’s MTNs

Published on 18 May 2021.

RAM Ratings has assigned preliminary ratings (see table) to the proposed RM850.0 mil First Tranche Medium Term MNotes (First Tranche MTN] under
IGB Commercial REIT Capital Sdn Bhd’s (the Issuer) perpetual RM5.0 bil MTM Programme (the Programme). The Issuer is a special-purpose entity
incorporatad by IGE Commercial REIT (the REIT) to facilitate the funding exercise under the Programme.
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Preliminary Rating/
First Tranche MTHN Issue Amount (RM mil) LTV (%) DSCR (times)
Outlook
Class A Appfstable 700.0 43,97 2.31
Class B Afs/Stable 65.0 48.06 2.11
Class C Afs/Stable 85.0 53.40 1.90
Total 850.0

LTV = Loan-to-value ratio
DSCR. = Debt service coverage ratio

The First Tranche MTMN will be secured against nine office properties with varying features and value propositions, with a combined market value of
RM3,082.50 mil as at end-December 2020. The Properties are located mainly in the established Mid valley City integrated development (§2% by
market value) and along Jalan Tun Razak in Kuala Lumpur (38% by market value), with good accassibility.

Ovwverall, the asset quality of the Properties is above average, as reflected by the assigned RAM Property Score of 0-3.85 to 0-4.55 {out of a maximum
of 0-5.00). Based on RAM’s sustainable cashflow assumption of RM137.30 mil per annum and the resultant adjusted valuation of RM1.59 bil (52% of
the valuer's appraised market value) provide adequate credit support (reflected in the LTV and DSCR) for the respective class of MTN commensurate
with the ratings assigned. Our assessment of the Properties takes into account their respective attributes as well as the current and future operating
environment in the office market.

The Properties’ performance has remained resilient despite the growing supply-demand mismatch in the office market which has been exacerbated by
the pandemic. This is attributed to the portfolio’s diversity, broad tenant mix and management’s efforts to maintain and enhance the Properties. In the
past three years, the Properties’ average occupancy rate (ADR) has ranged between 75% and 80% while the average rental rate (ARR) was between
RM5.80 psf and RME.30 psf. The portfolio recorded an AOR of 75% and ARR of RM5.73 psf for FY Dec 2020. This, coupled with lower expenses,
resulted in an improved y-o-y net property income (NPI) of RM129.20 mil and a NPI margin of 88% after accounting for rental rebates.

As at end-December 2020, the portfolio’s lease maturity profile was well spread out, with a healthy weighted average lease expiry of 1.85 years.
Tenancy renewals were satisfactory at 613 between March and December 2020, albeit lower than the typical 0% in prior years. Following initiatives
to attract and retain tenants, the management saw positive rental reversion for leases renewed and new tenants took over 26% of expired leases. For
2021, the Group expects a better renewal rate of about 77%.

The ratings also consider the transaction’s various structural features and financial covenants to initiate the disposal of the Properties upon the
occurrence of a trigger event or during the tail period. These include performance triggers at both the REIT and Issuer levels to pre-empt the risk of a
decline in credit support due to sustained deterioration in NPI and material devaluation of the Properties. The First Tranche MTN incorporates a longer
tail period of 3.5 years to allow for disposal of the Properties. If proceeds from the disposal of all or part of the Properties are sufficient to settle all
outstanding amounts, the First Tranche MTN shall be redeemed early.
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decline in credit support due to sustained deterioration in NPI and material devaluation of the Properties. The First Tranche MTN incorporates a longer
tail peried of 3.5 years to allow for disposal of the Properties. If proceeds from the disposal of all or part of the Properties are sufficient to settle all
outstanding amounts, the First Tranche MTM shall be redeemed early.

The transaction is exposed to location concentration risk as six out of the nine Properties are located within Mid valley City. Nonetheless, this is
moderated by the well-established branding of the integrated development. It remains to be seen whether remote working arrangements, that have
been accelerated by the pandemic and diminished demand for office space, will endure going forward.

The REIT is part of IGE Berhad's (the Spensor or the Group) initiative to create a leaner and efficient corporate structure to be listed on the Main
Market of Bursa Malaysia in 2H 2021, With an initial portfolic of 10 assets valued at RM3,160.50 mil, the REIT will be the largest office real estate
investment trust domestically by market capitalisation, substantially owned by its Sponsor (50%/). This will be IGB Berhad’s second REIT after IGB
REIT which helds the Group's retail assets, Mid Valley Megamall and The Gardens Mall.
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The cradit rating is not a recommendation to purchase, sl or hold = s=curity. inasmuch as it does not comment on the security’s market price or its suitability for = particular investor, nor does it

invalve any audit by RAM Ratings. The credit rating also doss not reflact the l2gality and enfarcezbility of financial obligations,

FAM Ratings receives compansation for its rating services, normally paid by the issuars of such securities or the rated entity, and someatimes third parties participating in marketing the securities,
insurers, guarantors, other obligors, underwriters, etc. The raceipt of this compensation has ne influence on RAM Ratings’ credit opinions or other anzlytical processzes, In all instances, RAM Ratings
iz committed to pressrving the objectivity, integrity and independence of its ratings. Rating fees are communicated to clients prior to the issuance of rating opinions. While RAM Ratings resarvas

the right to disseminate the ratings, it receives no payment for deing so. except for subscriptions o its publications.
Similarly, the disclaimers above alse apply to RAM Ratings’ credit-related anzlyses and commentaries, whare relevant,
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