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Rating Rationale

Acuité has reaffirmed the long-term ratfing of ‘ACUITE A-’ (read as ACUITE A minus) on the
Rs. 375.00 cr. bank facilities of Manipal Housing Finance Syndicate Limited (MHFSL). The
outlookis ‘Stable’.

Acuité has reaffirmed & withdrawn the long-term rating of ‘ACUITE A-' (read as ACUITE A
minus) on the Rs. 25.00 cr. bank facilities of Manipal Housing Finance Syndicate Limited
(MHFSL).

Acuité has reaffirmed the long-term rating of ‘ACUITE FA’ (read as ACUITE F single A) on
the Rs. 40.00 cr. fixed deposit program of Manipal Housing Finance Syndicate Limited (MHFSL).
The outlook s ‘Stable’.

The rating factors in MHFSL's established presence in its areas of operations, experienced
management and institutional support and representation on board of MHFSL by them.
MHFSL has a healthy capital structure with Capital Adequacy Ratio (CAR) of 27.71 percent as
on September 30, 2021 and has demonstrated the ability to attract funding from banks and
financial institutions at a competitive rate of interest. Acuité believes that the company is
well positioned to benefit from the demand for housing finance and centralized in-house
credit appraisal/ monitoring processes. The rating also factors in improvement in
disbursements & collections pattern in Q3 of FY2022. Improvement in overall collection
efficiency is also reported by the company at 90.08 percent for month ended November 2021.
The rating is constrained by the modest scale of operations and muted growth despite being
in housing finance segment for over 3 decades. Also, the business operations were
geographically concentrated with around 99 percent of the loan portfolio concentrated in
Kamataka. The rating is also constrained by inherent risks associated with lending in this
segment.
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About the company

Karmnataka based Manipal Housing Finance Syndicate Limited (MHFSL) was incorporated in
1986 as a Public Limited Company by the Manipal Group in association with Syndicate Bank.
The company is jointly promoted by Syndicate Bank and Manipal Group. Manipal Group

holds 61.38% stake while Syndicate Bank holds around 7.05% stake in the company. The
company is led by Mr. T Sunil Pai. MHFSL is a deposit accepting Housing Finance Company
registered with National Housing Bank (NHB) and is engaged in extending housing loans for
purchase, construction, repairs and renovation of residential units largely to individuals. In
addition to housing loan, MHFSL also extends mortgage loans and gold loans.

MHFSL operates through its network of 40 branches spread across states of Karnataka, Tamil
Nadu, Telangana and Maharashftra.

Analytical Approach

Acuité has considered the standalone business and financial risk profile of MHFSL to arrive at
the rating.

Key Rating Drivers
Strength
« Established presence in housing finance segment

MHFSL was incorporated in 1986 by the Manipal Group and Syndicate Bank. MHFSL is @
deposit accepting housing finance company and is registered with National Housing Bank.
The company is engaged in extending housing loans, mortgage loans and gold loans. MHFSL
has established its presence as a housing finance company, especially in Karnataka and
caters to urban areas. The company majorly operates in Karnataka with ~82 percent of
housing and mortgage loans and all of gold loans originating from the said state. The
company benefits from its established presence in its area of operations with moderate
growth and healthy asset quality. The company's portfolio stood at Rs. 454.88 cr. as on
September 30, 2021 (Rs. 462.63 cr. as on March 31, 2021 and Rs. 472.88 cr. as on March 31,
2019). Housing loan comprised ~68 percent, mortgage loans ~15 percent and gold loans ~17
percent of the outstanding portfolio as on September 30, 2021. The company is headed by
Mr. T Sunil Pai who is supported by seasoned professionals and directors nominated on board
by Syndicate Bank. The prudent underwriting policies adopted by the management has
enabled the company to maintain a sound asset quality with on-time portfolio at ~91 percent
as on September 30, 2021 and gross nonperforming assets (GNPA) at 2.72 percent.

Acuité believes that the company will benefit from its experienced promoters and established
presenceinthe financial services industry.

¢ Healthy financial risk profile

MHFSL's networth stood at Rs. 82.45 cr. as on March 31, 2021 and reported a healthy capital
adequacy ratio (CAR) of 25.57 percent majorly comprising Tier 1 capital. The company’s
leverage indicators have also improved to 4.72 times as on March 31, 2021 as compared to
5.43 times as on March 31, 2020 on the back of improved networth supported by retained
earnings. The company has a strong lender profile comprising Banks and Financial Institutions,
with total debt of Rs. 389.22 cr. outstanding as on March 31, 2021. MHFSL's profitability
indicators are healthy marked by Net Interest Margin (NIM) which stood atf 5.22 percent as
on March 31, 2021 (3.98 percent as on March 31, 2020) NIM further improved to 5.66 percent
(annualized) as on September 30, 2021 on the back of improved cost of borrowing. The
company’s Return on Average Assets (ROAA) stood at 2.00 percent as on March 31, 2021
(1.90 percent as on March 31, 2020). Operating Expense to Eaming Assets remained low aft
1.29 percent as on March 31, 2021 as against 1.27 percent as on March 31, 2020.

Acuité believes that the company’s comfortable capitalization levels will support its growth
plans over the medium term.
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Weakness
e Moderate growth in business operations with geographic concentration

MHFSL has been engaged in housing finance segment for over 3 decades. The company
extends home loans and mortgage loans having an average tenure of 14-15 years. MHFSL
also forayed into extending gold loans with a tenure of 1 year. Around 83 percent of MHFSL's
portfolio of Rs. 454.88 cr. as on September 30, 2021 accounted for housing and mortgage
loans and ~17 percent comprised gold loans.

MHFSL has been growing its business moderately with outstanding loan portfolio of Rs. 454.88
cr. as on September 30, 2021 as compared to Rs. 424.44 cr. as on March 31, 2018. This has
been focusing on expanding its presence in its established area of operations, this has
resulted the company in maintaining very low operating expenses to earning assets in the
range of 1.20 to 1.30 percent over the past 3 financial years. The company has not been
aggressive on growth and has been focusing towards maintaining healthy asset quality.
MHFSL has been able to maintain its asset quality with on fime portfolio at around 91 percent
as on September 30, 2021.

MHFSL majorly operates in the state of Karnataka. With a network of 40 branches the
company extends housing loans and mortgage loans only through its é branches and rest 34
branches extend gold loans and help in sourcing of housing and mortgage loans. Around 83
percent of the portfolio comprising housing and mortgage loans was concentrated in
Karnataka and all of the gold loans comprising ~17 percent of the total portfolio of Rs. 454.88
cr. was also concentrated in Karnataka as on September 30, 2021. Thus, the company’s
operations are concentrated in Karnataka with ~99 percent of the overall outstanding
portfolio as on September 30, 2021.

Acuité believes, going forward, the ability of the company to mobilize additional funding
through debt /equity and its ability to deploy the funds profitably while maintaining its asset
quality will be keyrating sensitivity.

Rating Sensitivity

Movement in collection efficiency and asset quality
Movement in liquidity buffers

Movement in profitability metric

Changes inregulatory environment

Material Covenants

MHFSL is subject to covenants stipulated by its lenders/investors in respect of various
parameters like capital structure, asset quality, among others. As per confirmation received
from the client the company is adhering to all terms and conditions stipulated as covenants
by allits lenders/investors.

Liquidity: Adequate

MHFSL's overall liquidity profile remains adequate with no negative cumulative mismatches in
near fo medium term as per ALM dated September 30, 2021. The company has maintained
unencumbered cash and bank balances of ~Rs. 5.34 cr. as on September 30, 2021. The
borrowing profile of MHFSL of Rs. 328.25 cr. as on September 30, 2021 comprised Term loans
from Banks and refinance facilities from National Housing Bank. As per ALM statement, the
company has debt servicin? obligations of Rs. ~98 cr. and repayment of public deposits of
~Rs. 5 cr. over the period of one year. The company has undrawn sanctions of around Rs.
60.65 cr. and is in talks in raising additional fundings from banks. MHFSL also has cash credit
limits of Rs. 6 cr. with average uftilization of ~51 percent for 6-months ended November 2021.
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Outlook: Stable

Acuité believes that MHFSL will maintain a ‘Stable’ outlook over the near o medium owing fo
established track record supporting its operational performance while maintaining asset
quality. The outlook may be revised to ‘Positive’ in case of higher than envisaged growth in
loan portfolio while maintaining profitability and asset quality metrics. Conversely, the outlook

may be revised to ‘Negative' in case of any deterioration in leverage indicators, asset quality
or profitability metrics.

Key Financials - Standalone / Originator

Particulars Unit | FY21 (Actual) | FY20 (Actual)
Total Assets Rs. Cr. 486.15 481.32
Total Income* Rs. Cr. 24.45 18.83
PAT Rs. Cr. 9.66 9.21
Networth Rs. Cr. 82.45 72.87
Return on Average Assets (ROAA) (%) 2.00 1.90
Return on Net Worth (RONW) (%) 12.44 13.38
Igrgcljrin%e)b’r/mngble Net  Worth Times 479 5 43
Gross NPA's (%) 2.01 1.70
Net NPA's (%) 1.09 0.89

*Totalincome equals to Net interest income plus other income

Status of non-cooperation with previous CRA (if applicable):

Not Applicable

Any other information
Not Applicable

Applicable Criteria

* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criterio-

53.htm

* Default Recognition: https://www.acuite.in/view-rating-criteria-52.htm
* Fixed Deposit Programmes: https://www.acuite.in/view-rating-criteria-64.htm
* Non-Banking Financing Entities: https://www.acuite.in/view-rating-criteria-44.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.htm
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Annexure - Details of instruments rated

Lender’s _— Date Of | Coupon | Maturity |Quantum .
Name ISIN Facilities I ssuance Rate Date | (Rs. Cr.) Rating
Not Not  |Fixed Deposit Not Noft Not 40.00 TCSTL(J::[)EIeF 'T‘
Applicable|Applicablel  Program |Applicable|ApplicablelApplicable ‘ Reaffimed
Proposed ACUITE A-
romicableloolioablel LonaTem | RO | iabieApaionole 5651 |1 Stabke |
PP PP Bank Facility PP PP PP Reaffrmed
ACUITE A-
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Applicable|Applicable E%%gk FoTc?Iri@ Applicable|Applicable|Applicable 25.00 Reofgimed
Withdrawn
Canara Not ACUITE A-
Bank |Applicable TermLoan |15-03-2015] 7.85 |30-06-2025| 8.32 Rlesc;[ foliFnlneer
National Not ACUITE A-
Housing . TermLoan |29-06-2021| 5.25 |29-06-2022| 10.59 || Stable |
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Canora |~ NOt 1 e oan |28-09-2021] 10,00 |28-01-2029| 10.00 || Stable |
Bank |Applicable Reaffimed
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Bank |Applicable TermLoan |16-12-2016| 7.85 |27-12-2026| 11.76 Rlesc;[fcf‘iPrlﬁeclj
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Bank  |Applicable TermLoan |[12-03-2012| 7.85 |08-03-2022| 0.81 Rlesc;r f?i?rlﬁe!j
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National Applicable TermLoan |18-02-2018 8 30-09-2028| 18.96 || Stable |
Bank PP Reaffrmed
Punjab Not ACUITE A-
National Applicable TermLoan |19-03-2019 8 30-03-2029| 16.80 || Stable |
Bank PP Reaffrmed
Union Bank|  Not ACUITE A-
of India |Applicable TermLoan |[15-09-2015| 7.6  |28-11-2025| 11.87 Rlesc;rfcfiiﬁlr?e!j
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ofIndia |Applicable TermLoan |15-11-2015 7.6 |30-03-2026| 13.18 Rlesc;[f?iﬁlr?eclj
Union Bank|  Not ACUITE A-
ofndia |Applicable TermLoan |18-10-2018] 8.15 |23-11-2028| 7.91 Rlesc;[f?iﬁlﬁeclj
. ACUITE A-
Union Bank| = NOT | ror oan | 18-102018]  7.65 [28-11-2028| 11.83 || Stable |
of India |Applicable Reaffimed
Union Bank|  Not ACUITE A-
TermLoan |17-03-2017 7.6 30-03-2027| 18.93 || Stable |
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of India |Applicable Reaffrmed
Union Bank|  Not ACUIE A-
: - Termloan |19-04-2019| 7.65 |30-06-2029| 21.62 || Stable |
ofIndia |Applicable Reaffimed
: ACUITE A-
Union Bank| MOt | Temloan 19102019  7.85 |30-122029| 12.87 || Stable |
PP Reaffrmed
ACUITE A-
Federal | MOl o Temloon |17022017| 815 |31-08-2027| 802 || Stable |
PP Reaffrmed
Federal Not ACUITE A-
- TermLoan | 17-02-2017 8.8 [22-02-2024| 2.86 || Stable |
Bank |Applicable Reqffimed
Federal Not ACUITE A-
- TermLoan | 18-09-2018 8.4 [28-09-2021| 1.78 || Stable |
Bank |Applicable Reaffimed
Federal Not ACUIE A-
- Termloan |18-11-2018|  8.15 [15-12-2021| 1.41 || Stable |
Bank |Applicable Reaffimed
ACUITE A-
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ACUITE A-
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Canara Not ACUITE A-
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Bank |Applicable Reqffimed
Canara Not ACUIE A-
- Termloan |14-09-2014| 7.85 |26-08-2024| 4.95 || Stable |
Bank |Applicable Reaffimed
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ACUITE A-
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PP Reaffrmed
ACUITE A-
ngﬁrko A 'ﬁggbl o Temloan |1403-2014) 785 |28-03-2024| 11.58 || Stable |
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Indian Not ACUITE A-
Overseas Applicable TermLloan |18-03-2018| 10.7 |03-03-2028| 6.61 || Stable |
Bank | PP Reaffrmed
Indian Not ACUITE A-
Overseas | yojicable TermLoan |20-06-2020{ 10.7 {19-06-2030| 3.31 || Stable |
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ACUITE A-
HDFC Bank]  Not
- Termloan |17-07-2017| 7.85 |28-08-2022| 0.15 || Stable |
Ltd  |Applicable Reaffimed
ACUITE A-
HDFCBonk MOt | Temloon |17:072017| 785 |11-10-2022 0.15 || Stabe |
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ACUITE A-
HDFCBank NOL | Termloan |17:07-2017 7.85 [28-11-2022] 047 || Stable |
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HDFC Bankl  Nof ACUITE A-
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Ltd  |Applicablel TermLoan | 17-07-2017 7.9 104-01-2023) 0.32 || Stable |
Reaffirmed

ACUITE A-
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ACUITE A-
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About Acuité Ratings & Research

Acuité Ratings & Research Limited is a full-service Credit Rating Agency registered with the
Securities and Exchange Board of India (SEBI). The company received RBI Accreditation as an
External Credit Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-Il norms in the
year 2012. Since then, it has assigned more than 8,850 credit ratings to various securities, debt
instruments and bank facilities of entities spread across the country and across a wide cross
section of industries. It has its Registered and Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated enfity and should not
be treated as a recommendation or opinion that is infended to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Acuité ratings are based on the data and information provided by the issuer and obtained
from other reliable sources. Although reasonable care has been taken to ensure that the
data and information is true, Acuité, in particular, makes no representation or warranty,
expressed or implied with respect to the adequacy, accuracy or completeness of the
information relied upon. Acuité is not responsible for any errors or omissions and especially
states that it has no financial liability whatsoever for any direct, indirect or consequential loss
of any kind arising from the use of its ratings. Acuité ratings are subject to a process of
surveillance which may lead t o a revision in ratings as and when the circumstances so
warrant. Please visit our website (www.acuite.in) for the latest information on any instrument
rated by Acuité.
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