
  

Rating Rationale      6 July 2020 
 

HRIDAY FINCORP PVT LTD 
 

 
Brickwork Ratings reaffirms ‘BWR BB/Stable’ to Hriday Fincorp Pvt Ltd. 

 
Particulars 

Instrument 
Amount (₹ Crs) 

Tenure 
Rating* 

Previous Present 
Previous 

(June, 2019) 
         Present  

NCD 5.98 5.98 

Long 
Term BWR BB/Stable BWR BB/Stable 

(Reaffirmed) 

NCD (Raised) - 1.07 
Proposed NCD 16.02 14.95 
Cash Credit 1.00 1.00 
Term Loan (o/s) 2.66 1.86 
Proposed Term 
Loan 15.00 15.00 

Total 40.66 39.86 INR Thirty Nine Crores and Eighty Six Lakhs 
Only 

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings  
Complete details of bank facilities are mentioned in Annexure I 
 
RATING ACTION / OUTLOOK:  
 
Brickwork Ratings (BWR) reaffirms ‘BWR BB’/Stable for the non-convertible debentures and           
bank facilities of Hriday Fincorp Pvt Ltd (HFPL or the company), as per the table above.  
 
The rating continues to draw comfort from the experience of the promoters and improvement in the                
overall financial risk profile. However, the rating is constrained by the small scale of operations               
with the portfolio’s high geographical concentration risk, company’s limited demonstration of           
capital raising ability and modest asset quality. 
 
BWR believes HFPL’s business risk profile will be maintained over the medium term. The Stable               
outlook indicates a low likelihood of rating change over the medium term.  
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Description of Key Rating Drivers 
  

● Credit  Strengths:  
 
Experience of promoters: The company is promoted by Mr. Vinod Jain and Mr. Rajesh              
Jain; they administer the company’s overall management. Mr. Rajesh Jain has an            
entrepreneurial experience of more than 15 years in various sectors, including transport,            
finance and construction. He has been associated with HFPL since inception. Other            
companies under the management of the Jain family are SRG Housing Finance Ltd. (BWR              
BBB/Stable) and SRG Securities Finance Ltd. (BWR BB/Stable). The promoters and           
management team of HFPL are proficient in the banking and financial services sector and              
seasoned through various business cycles.  

 
Overall improvement in financial risk profile: HFPL’s capitalisation and earnings profile           
witnessed an improvement in FY 20, and it is expected to sustain this improvement in the                
near term. The total capital adequacy ratio (CAR) improved to 26.27% as on 31 March 2020                
from 22.85% as on 31 March 2019. The ratio is much higher than the minimum regulatory                
requirement of 15%. This was due to marginally improved profitability supporting the            
increase in the tangible net worth to Rs. 3.43 Crs as on 31 March 2020 from Rs. 2.82 Crs as                    
on 31 March 2019; however, the absolute Tangible Net Worth remains small, and there is               
high dependence on external funds to fuel growth. The debt/equity ratio is moderate, but              
improved to 3.12 times as on 31 March 2020 from 3.77 times on 31 March 2019. The                 
company reported a marginal increase in profits, with the reported profit after tax (PAT) of               
Rs. 0.68 Crs for FY20, vis-a-vis Rs. 0.60 Crs for FY19.  

 
● Credit Risks:  

 
Small scale of operations with portfolio’s high geographical concentration risk: The           
company started its operations in fiscal year 2016-2017, and since then, growth in the AUM               
has been marginal. The AUM stood at Rs. 12.61 Crs as on 31 March 2020 from Rs. 10.49                  
Crs as on 31 March 2018. The company’s 82% AUM is concentrated in Rajasthan, followed               
by 17% in Gujarat and 1% in Madhya Pradesh, due to which the company is exposed to                 
geographical concentration risk. Overall, 84.50% of the AUM is concentrated in the urban             
area, and 15.50% is in the rural area; HFPL faces tough competition from NBFCs financing               
in urban areas, which limits the scope of the company to decide its lending rate. High                
exposure in urban areas also exposes the company to the risk of customers refinancing their               
loan to benefit from the lesser lending rate offered by competitors. 
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Limited demonstration of capital raising ability: The company’s tangible net worth was            
small, at Rs. 3.43 Crs, as on 31 March 2020 (Rs. 2.82 Crs as on 31 March 2019).                  
Capitalisation remains low, and the company is yet to demonstrate its ability of raising              
equity to grow business. The gearing level is moderate and stood at 3.12 times as on 31                 
March 2020. Given the impact of the covid-19 pandemic on the domestic economy, the              
company could face higher loan delinquencies in the near term, which can impact earnings              
and capitalisation. While promoters are planning to infuse Rs. 1.00 Cr equity until FY22,              
any sharp increase in NPA levels could impact the capital cover for the asset side risks of                 
the company, given the small net worth. The ability of the company to raise fresh capital to                 
cover asset side risks and also augment growth will remain a key rating monitorable.  
 
Modest asset quality: The asset quality of HFPL continues to remain modest, with gross              
non-performing asset (NPA) % and net NPA% of 6.09% and 5.12%, respectively, as on 31               
March 2020, which increased from 3.80% and 3.38%, respectively, as on 31 March 2019.              
Fresh slippages during the year stood at Rs. 0.31 Crs, i.e, 2.45% of the AUM. Fresh                
slippages were mainly due to one large account slipping, and the company is taking              
appropriate measures to recover from that account. During the year, there were nil             
recoveries and write-offs. In April 2020, close to 75% of the company's scheduled collection              
was under moratorium and collection efficiency dropped to 22%, but the collection            
efficiency witnessed a good improvement in June 2020. Going ahead, the ability of the              
company to manage  and improve asset quality will be a key rating monitorable. 

 
Analytical Approach 
For arriving at its ratings, BWR has applied its rating methodology as detailed in the Rating Criteria                 
below (hyperlinks provided at the end of this rationale). 
 
RATING SENSITIVITIES 
The company’s ability to manage asset quality and profitability while maintaining liquidity,            
improving the overall financial risk profile and raising capital will be key rating sensitivities.  
 
Positive: The rating outlook may be revised to positive if there is a significant improvement in asset                 
quality and profitability, and the company is able to maintain liquidity and capitalisation. 
  
Negative: The rating may be downgraded if a further deterioration in asset quality or weakening in                
the financial risk profile is recorded. 
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Liquidity Profile: Adequate 
As on 31 May 2020, the company had Rs. 0.18 Crs of cash and cash equivalents and Rs. 0.05 Crs of                     
unutilised working capital bank limits. As of June 2020, around 40% of the company’s customers               
have availed the moratorium. The company has availed a moratorium on its outstanding term loan               
of Rs. 1.86 Crs and cash credit of Rs. 1.00 Crs from State Bank of India. The company’s scheduled                   
collections are at Rs. 1.91 Crs between July 2020 to December 2020. Even after sensitising               
collections, the company has sufficient liquidity to meet all its repayment obligations post the              
moratorium.  
 
COVID-19 (Coronavirus disease), declared a pandemic by the World Health Organisation           
(WHO), has become a full-blown crisis globally, including in India. As per BWR, financial              
institutions, mainly those lending to the retail low-income borrower segments, could be the most              
impacted. The 6-month moratorium announced by the Reserve Bank of India on interest and              
principal on bank debt will provide some cushion to the lending community to realign its collection                
machinery and operations during this period. However, lenders' ability to ensure credit discipline             
among borrowers as the 6-month moratorium ends and to collect accumulated interest and principal              
dues on a timely basis after this period will be a key monitorable. BWR is actively engaging with                  
its clients on a continuous basis and taking updates on the impact on its operations and liquidity                 
situation. BWR will take appropriate rating actions as and when it deems necessary and will publish                
the same. 
 
About the Company 
Hriday Fincorp Pvt. Ltd. (HFPL) is a non-banking financial institution in Udaipur, Rajasthan,             
(erstwhile Satkar Finance Pvt Ltd); it got registered with the Reserve Bank of India in 2000. In                 
2012, the company diversified its commercial operations such that it offers a wide range of               
products. HFPL is primarily engaged in financing small and medium enterprises for working capital              
and growth, loans for purchase and construction of commercial property, vehicle financing, home             
purchase and home improvement loans, loans against property and gold loans, among others. The              
company started operations majorly in FY17, and since then, it has grown gradually.  
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Company Financial Performance 
 Units 2020 2019 

Key Parameters  Provisional Audited 

Portfolio Rs. Crores 12.61 12.13 

Net Interest Income Rs. Crores 1.56 1.36 

PAT Rs. Crores 0.68 0.60 

Tangible Net Worth Rs. Crores 3.43 2.82 

CRAR % 26.27 22.85 

Gross NPA % 6.09 3.80 

Net NPA % 5.12 3.38 
 

Rating History for the last three years (including withdrawn and suspended ratings) 

Instrument Current Rating Rating History 

 
 

Type 

 
Amount 
(₹ Crs) 

 
Rating 

2019 
 

2018 
 

2017 18 June 2019 23 May 2019 

NCD 

Lon
g 
Ter
m 

5.98 

BWR 
BB/Stable 
(Reaffirme

d) 

BWR 
BB/Stable 
(Assigned) 

NA 

NA NA 

NCD (Raised) 1.07 
Proposed NCD 14.95 
Cash Credit 1.00 BWR 

BB/Stable 
(Reaffirmed) 

BWR 
BB/Stable 
(Assigned) 

Term Loan (o/s) 1.86 
Proposed Term 
Loan 15.00 

Total 39.86 INR Thirty Nine Crores and Eighty Six Lakhs Only 
 
Status of non-cooperation with previous CRA: CARE B+(Stable) Issuer Not Cooperating on 
March 23, 2020. 
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Hyperlink/Reference to applicable Criteria  

● General Criteria 

● Approach to Financial Ratios 

● Banks and Financial Institutions  

 
Analytical Contacts Investor and Media Relations 
Aditi Bhatt  
Ratings Analyst  
Board: 022-67456666 Ext: 657 
aditi.b@brickworkratings.com  
 
Vydianathan. R  
Director & Head - Financial Sector 
Ratings Board: 022-67456666 Ext: 660 
vydianathan.r@brickworkratings.com  

Liena Thakur  
Assistant Vice President - Corporate 
Communications  
Phone: +91 84339 94686 
liena.t@brickworkratings.com 
 

 
Annexure-I 

 Details of Bank Facilities rated by BWR 

Sr no Bank Name  Facility Long Term  
(Rs in Crs) Total 

1 
State Bank of India 

Cash Credit 1.00 1.00 
2 Term Loan (O/S) 1.86 1.86 
3 NA Proposed Term Loan 15.00 15.00 

Total 17.86 
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For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your print,                     
digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change the wordings in                      
the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone has the sole right of                     
sharing (both direct and indirect) its rationales for consideration or otherwise through any print or electronic or digital                  
media. 

About Brickwork Ratings :Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency, accredited by RBI and                
empaneled by NSIC, offers Bank Loan, NCD, Commercial Paper, MSME ratings and grading services. NABARD has                
empaneled Brickwork for MFI and NGO grading. BWR is accredited by IREDA & the Ministry of New and Renewable                   
Energy (MNRE), Government of India. Brickwork Ratings has Canara Bank, a leading public sector bank, as its promoter                  
and strategic partner. BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad,                   
Chandigarh, Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations.  

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and                 
other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any data distortion;                   
however, it does not examine the precision or completeness of the information obtained. And hence, the information in this                   
report is presented “as is” without any express or implied warranty of any kind. BWR does not make any representation in                     
respect to the truth or accuracy of any such information. The rating assigned by BWR should be treated as an opinion rather                      
than a recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any losses incurred by users                       
from any use of this report or its contents. BWR has the right to change, suspend or withdraw the ratings at any time for any                         
reasons 
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