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Ratings
Amount .1 . q
Instruments (Rs. crore) Ratings Rating Action
lssuer ratin i CARE AAA (Is); Stable Upgraded from
g [Triple A (Issuer Rating); Outlook: Stable] CARE AA+ (Is)
. CARE AAA; Stable Upgraded from
Non- Convertible Debenture 700 (Triple A; Outlook: Stable) CARE AA+
. CARE AAA; Stable Upgraded from
Subordinate Debt 100 (Triple A; Outlook: Stable) CARE AA+
CARE AA+; Stable Upgraded from
Perpetual Debt 150 (Double A Plus; Outlook: Stable) CARE AA

Rating Rationale

The revision in the rating factors in the renaming the company as HDFC Credila Financial Services Pvt. Ltd. “HDFC Credila”,
with the inclusion of HDFC brand in the name, highlighting linkages with the parent HDFC. This provides additional
comfort as it demonstrates HDFC’'s commitment and support in promoting the business of the company. In addition,
HDFC has infused funds during FY17 (refers to the period April 1 to March 31) and increased its stake in the company. The
ratings continue to factor in the strength derived from its parent Housing Development Finance Corporation Ltd (HDFC) in
terms of operational, managerial and financial support. The ratings are also supported by experienced management
team, strong management information system and prudent underwriting norms, good asset quality, and comfortable
liquidity profile. The ratings also take into consideration the significant growth in loan book post acquisition by HDFC Ltd
with improved profitability. The rating also takes into account exposure to single asset class, relatively small scale of

operations and high gearing levels.

The continued support and credit profile of HDFC, capital adequacy, gearing, asset quality and profitability are the key

rating sensitivities.

Detailed description of the key rating drivers
Key Rating Strengths
Strong parentage, operating and financial support and brand linkage - HDFC has increased stake in HDFC Credila and

provided consent to include HDFC’s brand name with the company and renamed from Credila Financial Services Pvt Ltd to
HDFC Credila Financial Services Pvt Ltd. This provides additional comfort to the company and demonstrates HDFC's
commitment and support in promoting the business of the company. HDFC Credila has strong parentage with Housing
Development Finance Corporation Ltd. (HDFC), one of the leading Housing Finance Companies and rated CARE AAA;
Stable / CARE A1+, holding 81.12% stake in the company (as on March 31, 2017). The fully diluted shareholding of HDFC
in HDFC Credila (considering the conversion of compulsorily convertible preference shares) stood at 90.09% as on March
31, 2017. By virtue of being a subsidiary, the company enjoys managerial, operational as well as financial support from
HDFC. Being subsidiary of HDFC, HDFC Credila has also been able to raise funds at very competitive rates. HDFC Credila

also derives operational support by the way of distribution of its loan products through HDFC's widespread branch

1Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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network. Furthermore, HDFC Credila’s board is chaired by the Executive Director of HDFC along with two nominee

directors from HDFC and three distinguished Independent Directors.

Growth in business volumes — HDFC Credila’s disbursements and loan book size has witnessed significant growth post
acquisition of its stake by HDFC. In addition to periodic capital infusions, strong brand linkage associated with HDFC as
well as operational support has enabled HDFC Credila to significantly grow its asset book. The total loan book increased to
Rs.3,194 crore as on March 31, 2017 registering a growth of 33% Y-o-Y and CAGR of 61% during FY11-FY17 (refers to the
period April 01 to March 31) post-acquisition by HDFC. During FY17, HDFC Credila has sanctioned Rs.2,704 crore of

education loans with disbursement of Rs.1,336 crore.

Comfortable liquidity profile — There are positive cumulative mismatches upto 5 year time buckets. Company also has
unutilized CC facilities of Rs.276 crore, undrawn term loans of Rs.327 crore as on March 31, 2017 and strong parentage

support from HDFC which shall enable the company to plug its future liquidity mismatches.

Profitability — In-line with portfolio growth, interest income grew by 31% Y-o-Y in FY17. Total disbursements in FY17 grew
by 21%. The Net Interest Margin (NIM) increased to 4.39% for FY17 in comparison to 4.32% in FY16. With increase in
business and profitability, the company has been able to better streamline its operating expenses as indicated by lower
cost-to-income ratio of 32.63% for FY17 compared to 35.42% in FY16. Thus, ROTA has shown improvement from 2.14% in
FY16 to 2.25% in FY17.

Strong systems and prudent lending norms — HDFC Credila has strong domain knowledge and experience management
team in education loan business. HDFC Credila has in-house developed software where all the data are stored. The
systems are very robust and monitor the loan application from, login till final disbursement is made along with the
schedule for repayment. At present all the tele calling and operational work are being taken carried out from Nashik
branch. The critical credit related processes and underwriting is done by in house teams in HDFC Credila though they
outsource some of the basic checks to outsourced agencies. Collateral and security is not mandatory for domestic/foreign

education loans, collateral is subjective based on cases.

Good asset quality with limited seasoning and performance track record- Considering that a significant loan book
growth has occurred in the past three years post acquisition by HDFC and only a small proportion of loans has been fully
repaid, HDFC Credila’s loan book remains unseasoned in nature. Though the asset quality continues to remain good with
Gross and Net NPA (based on 90 days NPA classification) at 0.05% and 0.02% respectively as on March 31, 2017 [FY16
(based on 150 days NPA classification): GNPA — 0.05%, NNPA — 0.03%], however it needs to be observed over a longer

duration.

Resource profile — Parentage of HDFC strengthens the resource profile of HDFC Credila. The company has raised debt by
issue of non-convertible debentures of Rs.700 crore for FY17. Major borrowing comes from Bank and FI loans (40%)
followed by NCD (33%), then Net worth (9%), while other sources like Commercial paper, Perpetual debt, etc. constitute

the remaining sources.
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Key Rating Weaknesses

Exposure to single asset class and Small Scale of Operations- HDFC Credila is into a single asset class of educational
loans. This brings in concentration risk as any fall in demand for educational loan may severely impact the operations and
profitability of the company. In the past and currently, high delinquencies are faced by the Indian banking sector in the
education loan sector. However, HDFC Credila with its specialised focus has been able to maintain its asset quality so far.

The overall scale of operations of the company continues to be relatively small, due to single asset class focus.

High Gearing levels —Due to capital infusion of Rs.55 crore in FY17, the company’s gearing level is reduced to 9.38 times
in FY17 in comparison to 11.40 times in FY16. However, it remains high and the infusion is being done by the HDFC Ltd on
a regular basis to maintain capitalization levels at adequate levels. The total CAR stood at 17.56% (FY16- 17.72%) and Tier-
| CAR at 10.48% (FY16-8.86%) as on March 31, 2017 as against the regulatorily prescribed Total CAR of 15% and Tier-I CAR
at 10%. Tier |l capital consists of Subordinate debt of Rs.100 crore and a part of the Perpetual debt of Rs.150 crore.

Furthermore, by virtue of being a HDFC subsidiary, HDFC Credila enjoys high capital raising ability and financial flexibility

to fund future business expansion.

Analytical approach: Standalone

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition

Criteria for Non Banking Financial Companies
Financial ratios — Financial Sector

Factor Linkages in Ratings

About the Company

The name of the company has been changed from ‘Credila Financial Services Pvt Ltd’ to ‘HDFC Credila Financial Services
Pvt Ltd’ w.e.f. February 19, 2017. HDFC Credila Financial Services Private Ltd. (HDFC Credila), RBI registered NBFC
engaged in education loans, was established in February 2006 by Mr Ajay Bohora and Mr Anil Bohora with DSP Merrill
Lynch (which held around 40% stake). The company has become a subsidiary of Housing Development Finance
Corporation Ltd. (HDFC — rated CARE AAA; Stable) in 2010, after HDFC bought DSP Merrill Lynch’s stake. HDFC'’s total
stake is 81.12% as on March 31, 2017. Considering the conversion of compulsorily convertible preference shares (CCPS),
total diluted shareholding of HDFC Ltd. stands at 90.09% as on March 31, 2017. HDFC Credila has eight own offices and at
other places, does business through the branches of HDFC. HDFC Credila uses various channels for sourcing and
marketing, which include the internet, branch network of HDFC and a few private sector banks, partnering with colleges,
education consultants, and test preparation centres, advertising, and direct marketing. Mr V S Rangan, Executive Director
of HDFC Ltd, is the chairman of board of HDFC Credila. Mr Ajay Bohora is the co-founder and MD & CEO along with Mr
Anil Bohora as the co-founder and COO of HDFC Credila.

Credila’s total loan book stood at Rs.3,194 crore at the end of FY17 (refers to the period April 01 to March 31), registering

a growth of 33% Y-o0-Y and CAGR of 98% over the last 7 years. The total loan disbursements during FY17 amounted to Rs.
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1,336 crore (FY16: Rs.1,102 crore). The company reported a PAT of Rs.65.48 crore in FY17 on a total income of Rs.391.81
crore.

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: Mr Ravi Kumar

Tel: 022-67543421

Mobile: 9004607603

Email: ravi.kumar@-careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

Disclaimer

CARE's ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security. 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.

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is 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.
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Annexure-1: Details of Instruments/Facilities

Size of
Date of Coupon Maturity the Rating assn'gned
ISIN Name of the Instrument Issue along with
Issuance Rate Date .
(Rs. Rating Outlook
crore)
CARE AAA (Is);
- Issuer rating - - - 0.00 Stable
11.75% HDFC Credila Financial
Services Private Limited PDls
INE539K08112 | 2014 July 9 09-07-2014 | 11.75% | 09-07-2024* | 50.00 CARE AA+; Stable
10.50% HDFC Credila Financial
Services Private Limited PDls
INE539K08120 | 2015 January 27 27-01-2015 | 10.50% | 27-01-2025* | 50.00 CARE AA+; Stable
10.50% HDFC Credila Financial
Services Private Limited PDls
INE539K08138 | 2015 June 17 17-06-2015 | 10.50% | 17-06-2025* | 50.00 CARE AA+; Stable
8.99% HDFC Credila August 7,
INE539K07015 | 2017 07-08-2015 8.99% | 07-08-2017 | 200.00 CARE AAA; Stable
9.30% HDFC Credila October 9,
INE539K08146 | 2025 09-10-2016 9.30% | 09-10-2025 | 100.00 CARE AAA; Stable
8.25% HDFC Credila November
INE539K07056 | 11,2021 27-10-2016 8.25% | 25-11-2021 | 300.00 CARE AAA; Stable
8.00% HDFC Credila February
INE539K07064 | 02, 2022 27-02-2017 8.00% | 25-02-2022 | 200.00 CARE AAA; Stable
*call option dates
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 | assigned in
2017-2018 | 2016-2017 | 2015-2016 | 2014-2015
1. Issuer Rating-Issuer Issuer 0.00 CARE - 1)CARE AA+ [1)CARE AA+ [1)CARE AA+
Ratings rat AAA (Is); (Is); Stable |(Is) (Is)
Stable (23-Feb-17) |(22-Dec-15) |(13-Jan-15)
2)CARE AA+ 2)CARE AA+
(Is) (Is)
(21-Sep-16) (14-Apr-14)
2. [Debt-Perpetual Debt LT 50.00 CARE - 1)CARE AA; [1)CARE AA [1)CARE AA
AA+; Stable (22-Dec-15) ((13-Jan-15)
Stable (23-Feb-17) 2)CARE AA
2)CARE AA (24-Jun-14)
(21-Sep-16)
3. |Debentures-Non LT 200.00 CARE - 1)CARE AA+; [1)CARE AA+ [1)CARE AA+
Convertible Debentures AAA; Stable (22-Dec-15) ((13-Jan-15)
Stable (23-Feb-17) 2)CARE AA+
2)CARE AA+ (11-Aug-14)
(21-Sep-16)
4. Debt-Perpetual Debt LT 50.00 CARE - 1)CARE AA; [1)CARE AA [1)CARE AA
AA+; Stable (22-Dec-15) ((13-Jan-15)
Stable (23-Feb-17)
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2)CARE AA
(21-Sep-16)
5. |Debt-Perpetual Debt LT 50.00 CARE 1)CARE AA; [1)CARE AA -
AA+; Stable (22-Dec-15)
Stable (23-Feb-17) [2)CARE AA
2)CARE AA |(10-Jun-15)
(21-Sep-16)
6. |Debt-Subordinate Debt LT 100.00 CARE 1)CARE AA+; [1)CARE AA+ -
AAA; Stable (22-Dec-15)
Stable (23-Feb-17) [2)CARE AA+
2)CARE AA+ |(19-Oct-15)
(21-Sep-16)
7. |Debentures-Non LT 300.00 CARE 1)CARE AA+; - -
Convertible Debentures AAA; Stable
Stable (23-Feb-17)
2)CARE AA+
(26-Oct-16)
8. [Debentures-Non LT 200.00 CARE 1)CARE AA+; - -
Convertible Debentures AAA; Stable
Stable (23-Feb-17)
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