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in the mindset
For years we conducted business in a

predictable manner. We borrowed from the

same kind of people. And we disbursed to

the same segment of customers.

In 2001-02, we gently put the rule-book

through the paper-shredder.

For years, we raised debt on the strength of

our balance sheet only. In 2001-02, for the

first time, we strengthened our credentials

through a credit rating.

For years, we borrowed religiously from

institutional bodies only. In 1999-2000, for

the first time we raised debt from the

market.

For years, we had borrowed either above the

Indian prime-lending rate or at that level. In

2001-02, we raised a large quantum of

funds at below this benchmark.

During the year, the company initiated the

conversion of its accounts in accordance with

the US GAAP.
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In 2001-02, Crisil, India's premier
credit rating agency, confirmed what

people at LIC Housing Finance had

known for years.

That in the responsible business of
finance, where the company is

continuously required to fund people's

dreams for better housing, the
company possessed just what it takes

to succeed.

A strong financial foundation. A
prudent method of customer

appraisal. An intelligent insight into
the management of large funds.

As a result, Crisil accorded LIC
Housing Finance an 'AAA1 rating. The

highest that is awarded to any
company.

Indicating that loans made to the
company enjoyed the highest safety
with regard to the ability to service

interest and repay the principal.

hrough
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sound judgement
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To most, the strength in LIC Housing Finance's accounts

lies largely in its topline and bottomline.

To get the real picture you might need to 'read

between the lines.'

For instance, the company's working was audited by 67

different auditors across various locations over India.

Not a single auditor qualified the company's accounts

in 2001-02.

As a measure of prudence, income was recorded in the

company's books only after it had been received, not

accruals, except where it is allowed as per the NHB

guidelines.

In line with the strict guidelines laid down by the

National Housing Bank, the company made a provision

for NPAs in its Profit & Loss Account 2001-02.

And at a time when many housing finance companies

in India struggled to meet the capital adequacy

requirements of the National Housing Bank, LIC
Housing Finance fulfilled the requirement - 12.76 per

cent against a 12 per cent requirement by the NHB.
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Crisil's AAA credit rating was not a citation that was
framed on the wails at LIC Housing Finance.

It was an opportunity to strengthen the company's
competitiveness in the marketplace.

Which is exactly what LIC Housing Finance did.

Within 5 weeks of this assessment, LIC Housing
Finance leveraged its value and raised Rs 625 cr of
debt via non-convertible debentures from the market.
The company also raised another Rs 240 cr from LIC
against the rating assigned, taking the total amount
raised through the AAA rating to Rs 865 cr. The issue
was oversubscribed and the company exercised the
greenshoe option, indicating that there was a greater
demand for the company's paper than it could supply.

The company raised debt at an average cost of 9.50
percent per annum, 300 basis points below the
country's prime lending rate and the lowest-ever cost
in its history. Taking a cue from this, the company
reached out to all its lenders and re-negotiated all
rates of interest on loans previously taken.

Saving the company an estimated Rs 19 cr in a full
year's working.
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