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Rating Rationale

Erratum: In the original PR dated October 07, 2021, status of non-cooperation with previous CRA
was not captured which has now been revised in this version.

Acuité has assigned the long-term rating of ‘ACUITE BBB+’ (read as ACUITE BBB plus) on the Rs.200.00
Cr. of proposed bankloan facilities of Krazybee Services Priv ate Limited (KSPL). The outlook is ‘Stable’.

The rating takes into account the healthy capitalization levels as a result of steady capital infusion
frominv estors as well as comfortable liquidity buffers. Finnov Private Limited (FPL) has raised USD 190
million (primary and secondary) in multiple rounds of equity infusion fill March 2021. As a result, the
consolidated tangible networth increased to Rs.696.6 Cr. as on March 31, 2021 [P.Y.:Rs.477.0 Cr.]. The
rafing also factors in experienced management and resourceful board that has helped to build
scalable business model with robust risk management systems and technology driven digital lending
platform. The company has adopted branchless lending practice by putting in place the credit risk
management frameworks and processes which are largely end to end automated thereby requiring
minimal human interv ention. There are v arious rule based scoring engines that are used to aid the
decision-making process during the life cycle of the customer. The company leverages on the
technology platform and compiles information through various sources which includes the bank
statement, credit bureau score, KYC checks, social behavior etc. for the assessment. This has enabled
FPLin achiev ing cumulativ e disbursements of ov er Rs.10,000 Cr. and build a customer base of ov er
40 lac borrowers (including activ e customer base of KSPL of approximately 8 lac borrowers as on
March 31,2021). This in turn helped FPL to post profits in its early stage of operations. The group
confinuously monitors the collection efficiency with in-house team of around 590 staff and tie up with
third party agencies across product and segments which helps in fine tuning the model.

These strengths are howev er partially offset by muted profitability indicators during FY2021 on
account of subdued disbursement lev els leading to decline in AUM coupled with elev ated credit
costs on account of high write-offs. While the group has demonstrated track record of disbursals and
expanding client base, its ability to profitably & sustainably scale up business v olumes remains to be
seen. Acuité take note of cautious approach adopted by the management to discontinue ultra-
short tenor loan product and expand ifs relativ ely longer tenor loans which is expected to support
growth in AUM. Nonetheless, the asset quality will remain a monitorable giv en unsecured nature of
portfolio besides technology and regulatory risks. Additionally, Acuité believ es the ability of KSPL to
profitably scale up its portfolio while maintaining robustness of its technology platform/ security giv en
the evolving nature of fintech model is also a monitorable.

About the Group:

Finnov Priv ate Limited (FPL) is a Singapore based company that commenced its operations in May
2016 and is engaged in prov iding lending and lending platform through its subsidiaries, KSPL and
Finnov ation Tech Solutions Priv ate Limited (FTSPL) respectiv ely. FPL is promoted by Mr. Madhusudhan
Ekambaram, Mr. Karthikeyan Krishnaswamy, and Mr. Viv ek Veda who are part of the board that also
comprises four shareholder directors. FPL is backed by marquee inv estors like Premiji Invest, Motilal
Oswal, Mirae Asset and ICICI Bank Bahrain and has raised approximately USD 190 million (primary
and secondary) through multiple rounds of equity infusion.

About the Company:

Krazybee Services Priv ate Limited (KSPL) is a Bengaluru-based Systemtically Important NBFC-ND that
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operates in unsecured lending segment through a digital lending platform, “Kreditbee” owned by a
group entity, Finnov ation Tech Solutions Priv ate Limited (FTSPL). KSPL is a subsidiary of FPL and has a
board of six directors including three independent directors. The company commenced its
operations in May 2017 and has lev eraged the digital platform to expand its presence across India
with an activ e borrower base of approximately 8 lacs and Assets Under Management (AUM) of
Rs.660.5 Cr. as on June 30, 2021.

Analytical approach:

Acuité has considered the consolidated business and financial risk profile of the Finnov Private Limited
(FPL) to arriv e at this rating. This approach is in v iew of capital, operational and managerial support
from the parent entity, FPL besides interlinkages between FTSPL (‘Kreditbee' platform) and KSPL.

Extent of consolidation: Full

Key Rating Drivers:

Strengths:
¢ Experienced management team coupled with backing from marquee investors

Finnov Priv ate Limited (FPL), the holding company of KSPL, is promoted by Mr. Madhusudhan
Ekambaram, CEO and Director hav ing ov er 15 years of experience in v arious fields including
product portfolio management, sales and business dev elopment, Mr. Karthikeyan Krishnaswamy,
CTO and Director hav ing ov er 12 years of experience in technology and products and Mr. Viv ek
Veda with over 14 years of experience dealing in mulfiple domains in Finance. The company
prov ides lending through its NBFC arm, KSPL and offers data-driv en lending platform (‘Kreditbee’)
through FTSPL that facilitates lending v ia NBFCs and banks. FPL is backed by marquee inv estors like
Premji Inv est, Motilal Oswal, ICICI Bank Bahrain, NewQuest Capital and Mirae Asset and has
completed multiple rounds of equity funding and raised approximately USD 190 million (primary
and secondary) funding till March 2021, of which USD 147 million (primary and secondary) was
raised in latest round in FY2021. The board of FPL comprises eight directors including promoter group
and representation from four shareholder directors.

Acuité believ es the business risk profile of FPL will benefit from the support from the management
and presence/backing of marquee inv estors.

Comfortable capital position and gearing

The multiple rounds of equity infusion since inceptfion in 2016 has enabled FPL to maintain
comfortable capital position and gearing lev els. On a consolidated basis, FPL reported networth of
Rs.696.6 Cr. as on March 31,2021 (FY2020: Rs.477.0 Cr.) with gearing of 0.67 times as on March 31,
2021 (FY2020:1.66 times). CAR and Tier | of KSPL improv ed to 64.60 % and 63.48% respectiv ely as on
March 31, 2021 (FY2020: 29.77 % and 29.42 % respectiv ely). Comfortable capitalization and gearing
lev els prov ide adequate headroom to KSPL to pursue its growth strategy and also adequate
cushion fo absorb asset quality shocks given the unsecured nature of portfolio.

The company has demonstrated ability to raise capital, both equity and debt . On the debt front,
the company has well div ersified resources profile with healthy resources raising ability. Acuité
expects FPL fo maintain gearing of 2.5 fimes on a steady state basis in the near to medium term.

Acuité expects the Group to contfinue to benefit from div ersified funding mix across domestic
banks, Institutional inv estors and lenders, foreign inv estors and domestic retail inv estors amongst
others.

Scalable business model with robust risk management systems

KSPL has lending presence across India enabled by its digital lending model (through “Kreditbee”,
owned by Group entity, FISPL) with majority of credit underwriting process right from sourcing of
loans to collections and recov eries performed digitally ov er in-house technology platform. This
enables the company to achiev e scalability in business at a faster pace with well-defined risk and
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rule engines continuously monitoring asset quality metrics. With app based lending and turnaround
time (TAT) (from application to disbursal) of around 20 minutes, the company has garnered a large
borrower base comprising predominantly of younger borrowers (~28 years).

Weaknesses:
e Moderation in profitability indicators

FPL commenced its operationsin May 2016 and turned profitable in FY2019 with consolidated profits
(PAT) of Rs.41.7 Cr. which rose to Rs.134.2 Cr. in FY2020 on the back of strong disbursements of
Rs.7324.1 Cr. for FY2020 (FY2019: Rs.1609.3 Cr.). For FY2021, the consolidated earnings profile was
impacted due to pandemic stress with losses of Rs.100.6 Cr. on account of sharp decline in
processing and serv ice fees (Kreditbee Platform) to Rs.162.8 Cr. from Rs.560.2 Cr. on the back of
lower disbursements of Rs.2133.6 Cr., parfially offset by cost sav ing measures undertaken which led
to reduction in operating expenses.

On a standalone basis, KSPL's NIM moderated to 10.04 % during FY2021 from 23.3 % for FY2020 on
account of decline in disbursements leading to lower interest income. ROAA declined to 2.65% as
on March 31,2021 from 4.37% as on March 31,2020 on account of high base effect during FY2020
as the profitability dipped marginally.

Acuité believ es that KSPL's ability to sustain improv ement in earnings profile in the current
operating env ironment coupled with the intfense competition in the unsecured loan segment will
be key rating monitorable.

e Moderate scale of operations and asset quality a monitorable

KSPL commenced its operations in May 2017 in unsecured personal loan segment and currently
caters to salaried and self-employed indiv iduals. The AUM stood af Rs.660.5 Cr. as on June 30,2021
(Rs.652.4 Cr. as on March 31,2021 and Rs.957.5Cr. as on March 31,2020). The portfolio declined on
account of lower disbursals of Rs.1386.3 Cr. in FY2021 (FY2020: Rs.6159.3 Cr.) due fo pandemic sfress
coupled with cautious approach adopted by the management to discontinue ulfra-short tenor
loan product and expand its relativ ely longer tenor loans ev ident form the share of such loans
growing to 57 % of AUM as on March 31,2021 (FY2020:48 %) which is expected to support growth
in AUM. KSPL asset quality withessed deterioration with GNPA at 7.22% as on March 2021 (FY2020:
3.59%) owing to pandemic-related stress and niche customer profile. Further, write offs as
percentage of disbursements for FY2021 jumped to 7.7% (FY2020: 2.8%). However, since inception,
it stood 3.3% till FY2021.

Acuité notes that collection capabilities built ov er time with in-house team of around 590 staff and
tie up with third party agencies is expected to further strengthen collections mechanism.
Nonetheless, the company’s business is yet to stabilize giv en its moderate scale of operations; its
scalability and the asset quality needs to be monitored giv en unsecured nature of portfolio and
inherent vulnerability of the borrower segment.

Evolving nature of fintech business model

Giv en that the digital lending particularly in B2C segment is ev olv ing and company is still in the
early stage of operations, it is yet to be seen how the companies achiev e the scalability and
sustained profitability. Though the experience of the management and the strong board
composition has successfully led the group to become PAT positiv e in just ov er 2 years and reserv e
positiv e in 2.5 years of commencing operations, owing to the Cov id-19 pandemic induced stress,
the disbursements sharply declined and credit costs were high in FY21, leading to losses for the
group in FY 2021 and also for Q1 FY2022. Hence the sustained performance and stability of the
business model remains to be seen.

¢ Technology and regulatory risks

Given that innov ative technology is the backbone of fintech business model, the company is
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exposed to fechnology risks encompassing data security, priv acy and technology failure. Since all
the business functions including data storage, disbursals and collections mechanism is done
digitally, any breach shall expose the company to cyber ev ents and liabilities arising thereon.
Acuité understands that the company is frequently conducting tech audit to keep a track of any
potential risk. Furthermore, the company has availed a cyber-insurance policy to meet any
unforeseen liability arising on the tech front. Additionally, the company is also exposed to ev olv ing
regulatory developments giv en that the fintech business model is at nascent stage.

Rating Sensitivities

e Parent/ inv estor support

e Significant and sustained increase in AUM

e Mov ement in profitability and asset quality meftrics
e Changesin Regulatory environment

Material Covenants

KSPL is subject to cov enants stipulated by its lenders/inv estors in respect of v arious parameters like
capital structure, asset quality among others. As per confirmation receiv ed from the company v ide
mail dated October 05,2021, ‘the Company is adhering to all terms and conditions stipulated as
cov enants by all its lenders/inv estors.’

Liquidity Position: Adequate

KSPL's liquidity profile as on June 30,2021 is well matched with no negativ e cumulativ e mismatches
upto one year bucket. The company reported cash and cash equivalents of Rs.247.02 Cr. as on June
30,2021 and contractual debt obligations for next six months ended December 2021 stood at Rs.205
Cr.

Ouvutlook: Stable

Acuité believ es that FPL will maintain ‘Stable’ outlook ov er the near to medium term on account of
healthy capital position and support from marquee inv estors. The outlook may be rev ised to ‘Positiv e’
in case FPL demonstrates significant and sustainable growth in its scale of operations while mitigating
asset quality risks in portfolio. Conv ersely, the outlook may be rev ised to ‘Negativ e’ in case of any
challenges in scaling up operations or in case of any sharp deterioration in asset quality and
profitability lev els.

FPL- Key financials (Consolidated)

Unit FY2021 FY2020
ni (Actual) (Actual)

Total Assefts Rs. Cr. 1250.10 1441.69
Totallncome (Net of
Inferest Expense) Rs. Cr. 240.91 717.47
PAT Rs. Cr. -100.57 134.18
Net Worth Rs. Cr. 696.58 477.00
Return on Av erage Assets
(ROAA) (%) -7.47 13.78
Return on Average Net
worth (RONW) (%) -17.14 32.91
Total Debt/Tangible Net )
Worth (Gearing) Times 0.67 1.66
Gross NPAs (%) - N
Net NPAs (%) - -

Ratios as per Acuité calculations

KSPL- Key Financials (Standalone)
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Unit FY2021 FY2020

(Actual) (Actual)

Total Assets Rs. Cr. 1,021.29 1,094.88
Totallncome (Net of Interest Expense) Rs. Cr. 162.48 324.92
PAT Rs. Cr. 28.02 31.77
Net Worth Rs. Cr. 537.50 296.89
Return on Average Assets (ROAA) (%) 2.65 4,37
Return on Average Net Worth(RONW) (%) 6.72 12.08
Total Debt/Tangible Net Worth (Gearing) Times 0.87 2.64
Gross NPA (%) 7.22 3.59
Net NPA (%) 2.00 0.99

Ratios as per Acuité calculations

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

Infomerics Ratings, vide its press release dated August 16, 2021 had denoted the rating to Krazybee
Services Private Limited (KSPL) as 'IVR BB+; Issuer Not Cooperating' on account of lack of adequate
information required for monitoring of ratings.

Any other information
Not Applicable

Applicable Criteria

¢ Non-Banking Financing Entities: https://www.acuite.in/view-rating-criteria-44.ntm

¢ Consolidation of Companies: https://www.acuite.in/view-rating-criteria-60.ntm

¢ Financial Ratios and Adjustments: https://www.acuite.in/v iew-rating-criteria-53.htm
o Default Recognition: https://www.acuite.in/v iew-rating-criteria-52.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/v iew-rating-criteria-55.htm

Rating History (Upto last three years)
Not Applicable

*Annexure - Details of instruments rated

Name of the Date of Size of the
Lender Name | Facilities | Coupon Rate | Maturity Date Issue Ratings/Outlook
ssuance
(Rs. Cr.)

Not Proposed Noft Not Not 200.00 ACUITE BBB+/Stable

Applicable Term Loan Available Available Available ) (Assigned)
Contacts

Analytical Rating Desk
Aditya Gupta Varsha Bist
Vice President-Ratfing Operations Senior Manager - Rating Desk
Tel: 022-49294041 Tel: 022 - 49294011
aditya.gupta@acuite.in rating.desk@acuite.in

Yash Bhalotia

Analyst -Rating Operations
Tel: 022-49294065
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About Acuité Ratings & Research:

Acuité Ratings & Research Limited is a full-serv ice Credit Rating Agency registered with the Securities and
Exchange Board of India (SEBI). The company receiv ed 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 entity and should not be treated as a
recommendation or opinion that is intended to substitute for a financial adviser's or investor's independent
assessment of whether to buy, sell or hold any securit y. 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, accurac y 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 to 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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