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Rating Rationale

Acuité has reaffirmed the long-term rating of ‘ACUITE BBB-' (read as ACUITE triple B
minus) on the Rs. 50.00 Cr. Bank Facilities of RORS Finance Private Limited (RFPL). The outlook is
Stable.

The rating continues to factorin company’s experienced management team and
operational frack record. The rating further factors in the company's demonstrated ability to
attract funding from Banks and Financial Institutions and its moderate capitalization and
gearing levels. RFPL's CAR stood at 25.44 percent as on March 31, 2022 as compared o 25.17
percent as on March 31, 2021.

The rating is however constrained by small scale of operations despite being in microfinance
segment for over a decade. The AUM stood at Rs. 40.49 Cr as on March 31, 2022 which
marginally increased from Rs. 37.01 Cr as on March 31, 2021. The rating is further constrained by
the company's geographically concentrated operations in Tamil Nadu (~66 percent of the
overall portfolio) and Karnataka (~34 percent) as on March 31, 2022.

Going forward the ability of the company to profitably scale up while maintaining the asset
quality and diversify its operations will be key monitorables.

About the company

Incorporated in 2010, RORS Finance Private Limited (RFPL) is a Karnataka based NBFC - MFI
promoted by Mr. P Sathyanarayana Reddy. Mr. Reddy is a social worker and is engaged in
micro-financing activities since 2005 through RORES Micro Entrepreneur Development Trust
(RMEDT). In 2009, he took over an existing NBFC, Pace Finance Private Limited and changed
the name to RORS Finance Private Limited. RFPL's focuses on urban and semi-urban poor
economically active women involved in trading, production, petty business, skill and semi-skill
activities, services and agri-allied livelihoods. RORS Finance Private Limited (RFPL) has
adopted a JLG model of lending as well as provides loans to individuals. RFPL operates
through a network of 16 branches spread across states of Tamil Nadu and Karnataka and
has a borrower base of 13,934 borrowers as on June 30, 2022.
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Analytical Approach

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

Key Rating Drivers
Strength

Experienced management and track record of operations

RFPL has been extending micro credit since 2010 to women engaged in income generating
activities under Joint Liability Group (JLG) model. The company has geographical presence in
the states of Tamil Nadu and Karnataka with its network of 16 branches and outstanding
portfolio of Rs. 40.49 Cr as on March 31, 2022.

RFPL is promoted by Mr. P § Reddy, a social worker, who has been engaged in extending
micro finance to urban and semi-urban poor through the RORES Micro Enterprise
Development Trust (RMEDT) since 2005. Prior to RFPL, Mr. P § Reddy has been associated with
RMEDT and RORES NGO which operated as an NGO and was engaged in rural
development programmes, since 1987.1n 2010, Mr. P S Reddy ploughed the profits of RMEDT
to begin RFPL. The board of RORS comprises of five members, Mr. P S Reddy and his wife Mrs.
Revathi Reddy from the promoter group. Mrs. Reddy was associated with RMEDT since 2005
and holds the administrative operations of RFPL. The company benefits from established
presence in the sphere of social development through its group company RMEDT.

Mr. P S Reddy is adequately supported by two Independent directors, Mr. Mohandas Kudva,
ex DGM Canara bank, Mr. V Nagaraja, Ex CGM Punjab National Bank and one additional
Director Mr. V. Srinivasulu, senior employee of RFPL. Mr. Kudva has headed different functions
in credit and risk assessment during his tenure with Canara Bank, while Mr. Nagaraja has over
37 years of experience in the field of risk management credit policy, merchant banking,
inspection and audit, customer service, management of Regional Rural Banks and
government business. Mr. V.Sreenivasulu at present looks after HR, operations, liaising with
Banks, RBI, ROC and Statutory Auditors.

Acuité believes that established presence of the promoters in the microfinance segment will
be central to support the business risk profile of the company in the near to medium term.

Moderate Asset Quality

RFPL's overall loan portfolio stood at Rs. 40.49 Cr as on March 31, 2022, the company has
managed to maintain moderate asset quality as reflected in on-time portfolio at 96.42
percent as on March 31, 2022 (96.84 percent as on March 31, 2021) and scheduled collection
efficiency at an average of ~96 percent for six months ended June 2022. The company saw a
rise in GNPA from 1.45 percent as on March 31, 2021, to 2.25 percent as on March 31, 2022.

Acuité believes, going forward, the ability of the company to maintain stable asset quality in
the light of continuously evolving economic scenario will be a key monitorable.

Weakness
Small scale of operations

RFPL has been in the micro finance lending space since 2010. The company has small scale of
operations with an outstanding loan portfolio of Rs. 40.49 Cr as on March 31, 2022 as
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compared to Rs. 37.01 Cr as on March 31, 2021. The company has maintained moderate
profitability as reflected in its Return on Average Assets (ROAA) of 1.90 percent as on March
31,2022 and Net Interest Margin (NIM) of 10.42 percent as on March 31, 2022. While the
company has scaled up ifs loan portfolio steadily over the years from Rs 30.88 Crin FY18, the
profitability of RFPL is moderate as indicated by its ROAA and NIM, mainly due to spike in

borrowing costs with respect to funding lines obtained from Financial Institutions. The
dependency of the company to expand its operations is directly dependent on ifs ability to
mobilize low cost debft, will be a key factor in the scalability of business. Another round of
possible COVID induced lockdowns and economic disruptions might also impair the scalability
of business operations. Sustaining the current levels of loan portfolio along with maintaining
asset quality will be a key credit monitorable.

Acuité believes, the ability of the company to mobilize additional funding through debt /sub
debt and its ability to deploy the funds profitably while maintaining asset quality will be crucial
to the credit profile of the company.

Geographically concentrated portfolio

The MFI lending segment entails providing loans to the lower economic strata of the society.
The pandemic and the consequent lockdowns have resulted in significant logistical
challenges. This has impacted the credit profile of most of the borrowers and the impact has
been more severe on the lower economic strata of the society who are already vulnerable.

RFPL has presence in two states with concentration in Tamil Nadu (~66 percent of the overall
portfolio) and Karnataka (~34 percent) as on March 31, 2022. It has 11 branches in the state
of Tamil Nadu and 5 branches in the state of Karnataka. This exposes the company fo high
geographical concentration risk. Thus, the company's performance is expected to remain
exposed to competitive landscape in these regions and occurrence of events such as
natural calamities, unrest, political developments may adversely impact the credit profile of
the borrowers.

Besides geography, the company will be exposed to competition and any changes in the
regulatory framework.

Acuité believes that small scale of operations, coupled with geographic concentration inits
portfolio in the backdrop of second wave of COVID will continue to weigh on the company’s
credit profile over the near to medium term.

Rating Sensitivity

o Profitability and Liquidity Position
¢ Raising funds in the form of equity and debt.
« Diversification in geographical profile while maintaining asset quality.

Material Covenants
RFPL is subject to covenants stipulated by its lenders/investors in respect of various
parameters like capital structure, asset quality among others.

Liquidity Position
Adequate

RFPL's collections efficiency for the month of June 2021 stood at ~99 percent. The company is
in talks with various lenders to raise long term debt. The company'’s liquidity position is
supported by unencumbered Cash and Bank Balance of Rs 2.34 Cr as on March 31, 2022.
RFPL's overall liquidity profile remains adequate with no negative cumulative mis-matches in
near fo medium term as per ALM dated March 31, 2022.
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Outlook - Stable

Acuité believes that RFPL will maintain a 'Stable' outlook over the medium term supported by
its established presence in the microfinance segment along with the demonstrated ability to

maintain asset quality and liquidity levels. The outlook may be revised to 'Positive" in case of
higher than expected growth in loan portfolio while maintaining asset quality and capital
structure. The outlook may be revised to ‘Negative' in case of any headwinds faced in scaling
up of operations or in case of significant deterioration in asset quality and profitability metrics.

Key Financials - Standalone / Originator

Particulars Unit |FY22(Actual) FX«%]WG')
Total Assets (RZSE. 49 38 4499
Total Income* (R:Sf. 4461 500
PAT Rs.

cr. 089 0.74
Net Worth (RZSE. 10.47 9 58
Return on Average Assets|(%
(ROAA) (%) 1190 1.57
Return on Average Net|(%
Worth (RONW) * lge7 8.09
Debt/Equity (Gearing) Times|3.63 3.51
Gross NPAs (%) [2.25 1.45
Net NPAs (%) (112 0.49

*Totalincome equals to Net Interest Income plus other income.

Status of non-cooperation with previous CRA (if applicable):
None

Any other information
None

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

* 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.ntm

Rating History

Name of Amount (Rs. .
Date Instruments/Facilities Term Cr) Rating/Outlook
Term L Long 1 86 ACUITE BBB- | Stable
erm Loan Term : (Reaffirmed)
Long ACUITE BBB- | Stable
Term Loan Term 3.53 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 0.07 (Reaffirmed)
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ACUITE BBB- | Stable
ferm Loan Ifgrnr% 8.00 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 3.75 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 1.08 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 0.44 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 2.00 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 0.58 (Reaffirmed)
Long ACUITE BBB- | Stable
Proposed Bank Facility Term 6.15 AC éﬁggggw}egé _
ferm Loan Ifgpr% 0.42 (Reaffirmed)
Long ACUITE BBB- | Stable
Term Loan 0.74 (Reaffrmed)
O;(I)\g?y [gg ACUITE BBB- | Stable
ferm Loan Term 1.27 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 5.00 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 1.52 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 4.42 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 0.47 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 3.68 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 213 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 1.10 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 1.21 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 0.46 (Reaffirmed)
Long ACUITE BBB- | Stable
ferm Loan Term 0.12 (Reafﬁrm_ed)
Long ACUITE BBB- (Rafings Under
Term Loan Term 2.27 Watch)
Long ACUITE BBB- (Ratings Under
Term Loan Term 4.00 Watch)
Long ACUITE BBB- (Rafings Under
Term Loan Term 1.84 Watch)
Long ACUITE BBB- (TRo:]i)ngs Under
Watc
e — g e Rafings Under
Term Loan Terr% 1.25 Watch)
Long ACUITE BBB- (Ratfings Under
Term Loan Term 1.17 Watch)
Long ACUITE BBB- (Ratings Under
Term Loan Term 2.27 Watch)
Long 400 ACUITE BBB- (Ratfings Under
Term Loan Term : Watch)
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21 May
2020

Long

ACUITE BBB- (Rafings Under

Term Loan Term 0.29 Watch)
Term Loan %gpr% 133 | ACUIE BBVBV-O(fggi)ngs Under
Term Loan %gpr% 0.8s | ACUE BB\/B\/_o(’ngkT\i)ngs Under
Term Loan %gpr% 038 | ACUIE BBVBV-O(fggi)ngs Under
Term Loan %gpmg 406 | ACUIE BBVBV-O(fg;]i)ngs Under
Term Loan %grnr% 406 | ACUIE BBVBV—O(TngT]i)ngs Under
Term Loan %gpmg 0.0 | ACUIE BBVBV‘O(TRSQ)HQS Under
Term Loan %grnr% 300 | ACUIE BBVBV—O(TngT]i)ngs Under
emioon | fopd| 125 | AU o T
Term Loan %grnr% nag | ACUIE BBVBV—O(TngT]i)ngs Under
Term Loan %gpmg 100 | ACUITE BBVBV-O(fg;]i)ngs Under
Term Loan %grnr% 500 | ACUIE BBVBV—O(TngT]i)ngs Under
emioon | ford | 1es | AU oS T
Proposed Term Loan %grnr% g1 | ACUIE BBVB\/'O(TR&TJ?QS Under
emioon | forg| 1 | AU e T
Term Loan #gpr% 042 | ACUITE BBVB\/—O(fggi)ngs Under
Term Loan %gprg 455 | ACUIE BB\/B\;G(Jnggi)rwgs Under
Term Loan #gpr% 100 | ACUITE BBVB\/—O(fggi)ngs Under
Term Loan %gpr% 300 | ACUE BB\/B\fo(’ch(]kT\ing Under
Term Loan #gpr% 083 | ACUTE BBVB\/—O(fggi)ngs Under
emioon | fopd| 1o | AU s T
Term Loan #gpr% 088 | ACUTE BBVB\/—O(fggi)ngs Under
Term Loan %gpr% 500 | ACUTE BB\/B\fo(’ch(]kT\ing Under
Term Loan #gpr% 045 | ACUITE BBVB\/—O(fggi)ngs Under
Proposed Term Loan %gpr% 8.12 | ACUITE BB{B/\_/ él%r?:tri]r}gs Under
Term Loan %gpr% 0.45 | ACUITE BB\/B\;Q(’ch(]rT\i?gS Under
Term Loan #gprg 117 | ACUTE BBVBV-O(fggi)ngs Under
Term Loan %gpr% 083 | ACUTE BB\/B\;Q(’ch(]rT\i?gS Under
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Long

ACUITE BBB- (Rafings Under

Term Loan Term 0.42 Watch)
Term Loan #ggﬁ 0.29 ACUHEB%%Eggﬂ?gsUnder
Term Loan %ggﬁ 1 63 ACUHEB%ikﬁEﬂ?gsUnder
Term Loan #ggﬁ 130 ACUHEB%%Eggﬂ?gsUnder
Term Loan %ggﬁ | 67 ACUHEB%%EgZﬂ?gsUnder
Term Loan #ggﬁ 1 47 ACUHEB%zkggﬁ?gsUnder
Term Loan %ggﬁ 1 30 ACUHEB%%EgZﬂ?gsUnder
Term Loan #ggﬁ 1 63 ACUHEB%zkggﬁ?gsUnder
Term Loan %ggﬁ | o5 ACUHEB%%EgZﬂ?gsUnder
Term Loan #ggﬁ 100 ACUHEB%zkggﬁ?gsUnder
Term Loan %ggﬁ 455 ACUHEB%%EgZﬂ?gsUnder
Term Loan #ggﬁ | 5 ACUHEB%zkggﬁ?gsUnder
Term Loan Ifgpr% 8.19 ACUI(TIESEIBQB;] e| dS)TobIe
Term Loan #gpmg 4.25 ACU'{E\SBS?QB;] el CSJOble
Proposed Term Loan Ifgpr% 2.50 ACUI(TE\SBSIBQB;] e| dS)TobIe
Term Loan %Ce)prg 485 ACU'{E\SE?QB,:] el C?;Oble
Term Loan Ifgpr% 2.90 ACUI(TE\SBSIBQB;] e| g;roble
rop | emian 18| o0 | TR [
2019 Term Loan Ifgpr% 2.60 ACU|('|'E\SBSIB§':]G|§;[Ob|G
Proposed Term Loan #Ce)prg 3.00 ACU'{E\SBS?QB;] e| dS;roble
Proposed Term Loan Ifgpr% 5.00 ACUI(TE\SBSIBQB;] e| dS)TobIe
Proposed Term Loan #Ce)prg 5.00 ACU'{E\SBS?QB;] e| dS;roble
Proposed Term Loan Ifgpr% 2.00 ACUI(TE\SBSIBQB;] e| dS)TobIe
Term Loan #gprg 4.2] ACUI(TIESBSiBgBheljirobIe
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Annexure - Details of instruments rated

Lender’s Date Of | Coupon | Maturity [Quantum .
Name ISIN Facilities Issuance Rate Date |(Rs.Cr.) Rafing
Proposed ACUITE
Not Not [LongTerm|  Not Not Not 1274 BBB- |
Applicable [Applicablel] Bank |Applicable|Applicable{Applicable : Stable |
Facility Reaffirmed
ACUITE
Not Not BBB- |
Canara Bank Applicable Term Loan| 22-09-2021 available 22-09-2024| 4.58 Stable |
Reaffrmed
ACUITE
Union Bank of Not Noft BBB- |
India Applicable Term Loan| 24-03-2022 available 24-03-2025| 3.00 Stable |
Reaffirmed
Small Industries| 4 Not éé?BUITlE
ggxﬁlg}omg%’r Applicable Term Loan| 27-08-2021 available 27-08-2022| 2.50 Stable |
Reaffrmed
ACUITE
State Bank of Not Noft BBB- |
India Applicable Term Loan| 30-10-2021 available 30-10-2024| 4.67 Stable |
Reaffirmed
ACUITE
Not Not BBB- |
UCO Bank Applicable Term Loan| 14-03-2022 available 14-03-2025| 5.00 Stable |
Reaffrmed
ACUITE
Not Not BBB- |
Canara Bank Applicable Term Loan| 26-03-2019 available 26-03-2023| 1.77 Stable |
Reaffirmed
ACUITE
Union Bank of Not Not BBB- |
India Applicable Term Loan| 21-05-2019 available 21-05-2023| 2.11 Stable |
Reaffrmed
ACUITE
Not Not BBB- |
Canara Bank Applicable Term Loan| 30-12-2020 available 30-12-2023| 2.92 Stable |
Reaffirmed
Stota Franciall. Not e oonlveora0| - Nt | g0 241 égéJlTF
Coroorafion Applicable available : Stable |
P Reaffrmed
ACUITE
Not Not BBB- |
Canara Bank Applicable Term Loan| 26-12-2019 available 26-12-2023| 2.72 Stable |
Reaffrmed
ACUITE
Union Bank of Not Not BBB- |
India Applicable Term Loan| 02-08-2021 available 02-08-2024| 5.58 Stable |
Reaffrmed
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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratfings under BASEL-Il norms in the year 2012. Acuité has
assigned 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 security.
Ratings assigned by Acuité 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. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité.

Acuité Ratings & Research Limited www.acuite.in

N S



