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Long-Term Bank Lines 45 [ICRA]BB (stable); Reaffirmed

ICRA has reaffirmed the long-term rating of [ICRA]BB (pronounced ICRA double B) with a stable outlook for the
Rs.45 crore bank lines of Dandona Finance Limited (DFL)t.

The rating factors in DFL’s long track record of financing in the three-wheeler segment, the management’s
sound local market knowledge and its comfortable capitalisation profile (gearing of 2.0 times as on September
30, 2016). The rating however remains constrained by DFL’s relatively moderate scale of operations (portfolio
of Rs. 43 crore as on September 30, 2016), its focus on high yielding, relatively risky product and customer
segments (primarily three-wheeler and e-rickshaw financing) and its high geographical concentration (with
entire portfolio concentrated in the NCR region). The rating also takes into consideration the company’s
relatively weak asset quality indicators (gross NPA% of 5.5% as on September 30, 2016). ICRA notes that the
company’s portfolio vulnerability is likely to remain high given the inherent riskiness associated with three-
wheeler and e-rickshaw financing though the long experience of the management and the relatively lower ticket
size limits the risk to some extent. .

The rating favourably factors in the company’s demonstrated fund raising ability and its banking relationships
that have enabled it to fund its growth so far. Going forward, DFL’s ability to increase its scale of business while
improving asset quality and profitability would remain key rating sensitivities.

The company follows prudent credit policies with an average ticket size of Rs. 1.35 lakh, average tenures for
new and used three-wheeler loans of 24 and 36 months respectively, and a maximum LTV of 85%. DFL'’s
portfolio stood at Rs. 43" crore as on September 30, 2016, reflecting a growth of 14% from Rs. 38 crore as on
March 31, 2016. This increase in portfolio was driven by the company’s lending to the e-rickshaw segment,
where the company is a relatively new entrant.

During FY2016, DFL reported net profit in relation to average total assets (ROA) of ~2.7% and net profit in
relation to average net worth (ROE) of 7.9%. During H1FY2017, the company reported an RoA of 3.9'% and
ROE of 12.2'%, with the improvement in profitability being largely driven by the higher scale of operations.

Company Profile

DFL was incorporated as a private limited company in January 1995 and was converted into a public limited
company in December 1996. Mr. Sanjeev Dandona is the Managing Director of the company. DFL is dealing in
financing of three wheelers and auto-rickshaws, and operates in the Delhi NCR Region. The company is also
engaged in trading in shares and derivatives.

Recent Results

DFL reported a net profit of Rs.1.09 crore on total asset base of Rs.43.5 crore in FY2016 as compared with a
net profit Rs.1.26 crore on total asset base of Rs.48.5 crore in the FY2015. As on March 31, 2016, the
company had a net worth of Rs. 14.3 crore and a capital adequacy of 37.75%.

For H1FY2017, DFL reported a net profit of Rs. 0.9 crore over an asset base of Rs. 48.2 crore. The net worth
of DFL stood at Rs. 15.2 crore and capital adequacy at 30.7% as on September 30, 2016.
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