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July 05, 2024

Facilities/Instruments Amount (X crore) Rating! Rating Action

Long-term bank facilities 500.00 CARE BB+ Stable Reaffirmed; Outlogk revised from
(Proposed) Negative
Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

Reaffirmation of the rating for long-term bank facilities of Religare Housing Development Finance Corporation Limited (RHDFCL)
is supported by adequate capitalisation with gearing of 0.05x and CAR of 134.29%, reflecting high the company’s ability to absorb
unexpected losses. The rating drives strength from adequate liquidity, driven by funding support from Religare Enterprises Limited
(REL), if required. The rating is also supported by improved financial risk profile of its parent — Religare Finvest Limited (RFL).
Revision in outlook to stable factors in the completion of the one-time settlement (OTS) process of RFL with all its lenders, which
is expected to improve the group’s financial flexibility.

Additionally, considering the liquidity restraints and to augment the Company’s business, RHDFCL has entered into strategic co-
lending arrangement with other Housing Finance Companies(HFCs) / Non Banking Finance Companies (NBFCs) and plans to
diversify it further. The Company plans to scale-up the disbursals in the current year by making additional disbursals of 3251
crores, of which X160 crore is proposed to be under co-lending arrangement.

The rating is constrained by moderate scale of operations, weak resource profile, low profitability and ongoing promoter level
issues. Going forward, the company’s ability to diversify borrowing base and raise incremental funds at competitive rates will be
a key rating sensitivity.

Rating sensitivities

Positive factors: Factors that could individually or collectively lead to positive rating action/upgrade

e Ability to diversify borrowing base and raise incremental funding at competitive rate .

¢ Improvement in financial flexibility at the Religare group.

Negative factors: Factors that could individually or collectively lead to negative rating action/downgrade
e Delay in raising resources, leading to a further decline in the portfolio size.

e Significant deterioration in profitability indicators

Analytical approach: Standalone

Outlook: Stable

The stable outlook factors in CARE Ratings Limited’s (CARE Ratings) expectation that driven by low gearing and support from
parent, REL if required, RHDFC will be able to maintain sufficient liquidity position. The company’s ability to expand its portfolio

through raising incremental funds at optimal rate will be a key rating monitorable factor.

Detailed description of key rating drivers

Key weaknesses

Weak Resource Profile

The company has not raised additional debt since August 2017. There were negligible borrowings from external lenders as on
March 31, 2024. However, RHDFC is in the process of signing term sheet from an external lender for a sizable amount. CARE
Ratings notes that RFL has become an external debt free company with no subsisting default. REL is expected to provide fund

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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or non-fund-based support to RHDFCL for raising external debt, if required. The company has received a sanction of an unsecured
loan of X100 crore from REL in February 2024. Of which, 10 crore was outstanding as on March 31, 2024, and the balance will

be drawn as required.

Ongoing promoter level issues

RFL, holding 87.5% equity stake in RHDFCL, was put under the Corrective Action Plan framework by the RBI in January 2018 due
to corporate governance issues. In March 2023, RFL completed the OTS of its secured and unsecured debt with its 16 lenders by
payment of 2,178 crore. RFL had availed 3250 crore subordinated unsecured term loan from ICICI Bank, which was also settled
on February 26, 2024. Consequently, RFL has become an external debt free company with no subsisting default. RFL is still placed
under RBI's Prompt Corrective Action framework (PCA), due to which it cannot make any incremental disbursements or
investments (except investments in government securities). Request from the company for removal of corrective action plan is

under process.

Moderate scale of operation with weak asset quality metrics

RHDFCL specialises in affordable housing finance, offering loans with an average ticket size of approximately X11 lakh. As of
March 31, 2024, home loans constituted the majority (71%) of RHDFCL's Assets Under Management (AUM), while loan against
property (LAP) and builder loans made up the remaining 29%. AUM declined to X282 crore as on March 31, 2024, from X317
crore as on March 31, 2023, owing to inability to raise resources to fund disbursement. In FY24, the Company entered co-lending
arrangements with NBFCs to grow its business volume, however, significant growth is yet to be seen.

GNPA ratio continues to remain elevated at 4.3% as on March 31, 2024, although improved from 4.7% as on March 31, 2023,
due to declining loan book. GNPA in absolute terms has come down from X12.3 crore as of March 2023 to 9.2 crore as of March
2024. Net non-performing assets (NNPA) slightly increased to 2.9% as on March 31, 2024, from 2.7% as of March 31, 2023.
investment in security receipts of asset reconstruction company (net of provisions) has reduced to 6.4 crore as on March 31,
2024, from %10.6 crore as on March 31, 2023.

Weak profitability

NIMs remained healthy at 11.9% for FY24, due to low gearing. Owing to moderate scale of operations, the company has high
operating cost as it does not benefit from economies of scale. The opex as a percentage of average total assets was 16.8% in
FY24 increased from 11.5% in FY23. The credit cost to average total assets turned negative at (2.9%) for FY24 from 0.1% for
FY23 due to reversal in provisions and recoveries. This led to decline in Return on Total Assets (ROTA) from 0.64% for FY23 to
0.06% for FY24.

Key strengths

Long track record of operations

The company has been operating for more than a decade post its acquisition by the Religare group in 2009. Despite issues at the
parent level for the last couple of years, the company has been able to maintain asset quality, good credit profile and collection
efficiency. From FY18 to FY24, the Company managed to disburse X369 crore from its own cash flows, even after repaying
liabilities of nearly 1100 crore. During FY 2023-24, the Company has disbursed X32 crore, compared to %21 crore during FY
2022-23.

Comfortable capitalisation level
By reducing debt through proceeds from the portfolio collection, gearing has reduced to 0.05x as on March 31, 2024, from 0.25x
as on March 31, 2023. Correspondingly, capital adequacy level (CAR) ratio has improved to 134.3% from 124.0% in the period.

2| CARE Ratings Ltd.



Press Release care

RATINGS

Comfortable capitalisation level provides comfort to absorb unexpected losses. CARE Ratings expects gearing to slightly increase
but is expected to remain comfortable.

Liquidity: Adequate

RHDFCL's liquidity is expected to remain adequate, supported by fund-based or non-fund-based support from the ultimate parent
— REL. As on March 31, 2024, there were negligible outstanding borrowings. Liquidity is supported by investment in liquid mutual
funds of X2 crore and cash & bank balance of X5.10 crore as on March 31, 2024. RHDFCL was also sanctioned a credit line of
%100 crore from REL in February 2024. CARE Ratings notes that RHDFCL will continue to get support from its ultimate parent,
REL, in the form of guarantee, if required, for external debt or direct credit line to support liquidity and to fund growth in the

portfolio.

Applicable criteria
Definition of Default
Rating Outlook and Rating Watch
Financial Ratios - Financial Sector
Housing Finance Companies

About the company and industry
Industry classification

Macro-Economic Sector Industry Basic Industry
Indicator

Financial Services Financial Services Finance Housing Finance Company

RHDFCL is a housing finance company-non-deposit-taking (HFC-ND) with SARFAESI license. It was incorporated on June 30,
1993, with the name of ‘Maharishi Housing Development Finance Corporation Limited’. The Religare group acquired it in May
2009 and changed its name to RHDFCL.

RHDFCL offers residential collateral-backed mortgage loans for home purchase or construction or extension and renovation along
with loans against residential properties to its customers belonging to the low and medium-income groups.

The company provides loans for purchasing, improving, extending, and constructing houses under housing loans. As on March
31, 2024, the company has AUM of X282 crore with an average rate of interest (ROI) of 15%, loan-to-value (LTV) of 50%, and
a ticket size of X10.7 lakh.

Brief Financials (X crore) \ March 31, 2022 (A) March 31, 2023 (A) March 31, 2024 (A)
Total income 61.0 52.0 43.3

PAT 4.1 2.1 0.2

Interest coverage (times) 1.3 1.3 1.0

Total assets 371.2 287.6 244.1

Net NPA (%) 3.6 2.7 2.9

ROTA (%) 1.0 0.6 0.06

A: Audited. Note: these are latest financial results available.

Status of non-cooperation with previous CRA: Not applicable
Any other information: Not applicable

Rating history for last three years: Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Complexity level of various instruments rated: Annexure-4

Lender details: Annexure-5
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Annexure-1: Details of instruments/facilities

Rating

Date of Maturity Size of the Assigned

Name of the Issuance Coupon
Instrument (DD-MM- Rate (%)
YYYY)

Date (DD- Issue along with
MM-YYYY) (X crore) Rating
Outlook

Fund-based - CARE BB+;

Proposed 500.00

LT-Term Loan Stable

Annexure-2: Rating history for last three years

Current Ratings ‘ Rating History

Date(s) Date(s) Date(s) Date(s)
and and and and
Rating(s) Rating(s) Rating(s) Rating(s)
assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2025 2024 2023 2022
1)CARE
BB+;
Negative
(07-Aug-
CARE 23)
1 i::ﬂ’t‘;;id "L LT 500.00 | BB+; - - -
Stable 2)CARE
BB+;
Stable
(12-Jul-
23)

Name of the
Instrument/Bank Amount

Facilities Type Outstanding | Rating
(X crore)

LT: Long term;
Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of instruments rated

Name of the Instrument Complexity Level

1 Fund-based - LT-Term Loan Simple

Annexure-5: Lender details

To view lender wise details of bank facilities please click here

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity.

Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any clarifications.
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About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations to
sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with
the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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