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Rating Rationale

Acuitéhasassignedthelong-termratingof‘ACUITE BBB+' (read as ACUITE tripleB plus) tothe
bank facilities of Rs. 250.00 Cr. bank facilities of JAGARAN MICROFIN LIMITED (JMPL). The
outlook is 'Stable’.

Jagaran Microfin Private Limited (JMPL) (erstwhile SBT Consultants Private Limited) ispromoted by
GTFS Multi Services Limited, holding company with 80% shareholding. The company commenced
its operations in micro finance lending in 2010 in West Bengal to provide microloans to low-
income active entrepreneurs, urban and rural producers, traders and small scale farmers, and
self-employed persons under the joint lending group (JLG) model to women. Over the past
decade they have built a borrower base of 253,871 individuals spread across 117 branches in 30
districts of West Bengal, Bihar, Jharkhand, Orissa and Assam.

Analytical Approach
Acuité has considered the standalone financial and business risk profile of JMPL to arrive at
the rating.

Key Rating Drivers

Strengths

Established presence in microfinance sector

Established in 2010, JMPL has an established presence of around a decade in the microfinance
sector. It has a board with reputed members who maintain strong oversight on the business. The
Board of Directors of the company comprises two whole time directors and six independent
directors. Its Chairman, Mr. Indrajit Gupta is ex-Deputy Managing Director of State Bank of India
and has been a member of various committees of SEBI with more than 37 years of experience in
the banking sector. The other board members include Mr. Pratip Chaudhury, ex-Chairman of State
Bank of India and Mr. Sandip Ghose, former Principal Chief General Manager, RBL.

The board is adequately supported by an experienced management team, headed by CEO, Mr.
Jaydeep Gosh, who has over two decades of experience in the BFSI segment. He has been with
JMPL since its inception and was previously the Zonal Manager (Eastern India) for Agency
Development and Distribution with ICICI Prudential Life Insurance and was in charge of retail
banking in the Eastern Zone at Axis Bank. The management along with the board has instituted
good governance and control mechanisms with the separate presence of both audit and
inspection departments who submit reports to the board on a regular basis.

The company operates through 117 branches, spread across 30 districts in the five states of West
Bengal, Bihar, Jharkhand, Odisha and Assam. JMPL has steadily grown its business volumes over
theyearsandits AUM has increased toRs. 398.54 Cr.in FY2019 from Rs. 260.36 Cr. in FY2018. Itis
looking to expand further in the eastern and the north eastern states where the microfinance
penetration is relativelylow.

Acuité believes that JMPL will continue to benefit from its well devised governance structures,
experienced management and its significant track record in the microfinance sector.
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Modest scale of operations and healthy asset quality

JMPLbeganitsoperationsin MFIsectorin FY2010. Its overall loan portfolio stood at Rs.398.54 Cras
on March 31, 2019 which grew from Rs.260.37 Cr as on March 31, 2018 and Rs.148.06 Cr as on
March 31, 2017. The growth in loan portfolio was mainly on account of an increase in network of
branches to 117 as on March 31, 2019 from 88 branches as on March 31, 2017. The company
benefits from its non-aggressive and planned expansion strategy resulting in a steady growth in its
loan portfolio while maintaining a healthy asset quality.

JMPL primarily focuses on lending to Joint Liability Group’s (JLG) of women. The stringent credit
assessment and monitoring processes in place have enabled the company to maintain healthy
asset quality, reflected in low GNPA and comfortable collection efficiency. While JMPL witnessed
increased delinquencies post demonetization, it has entirely written off the old dues amounting to
Rs.2.09 Cr. The company reported Gross NPA of 0.23 percent as on March 31, 2019 against 0.86
percent as on March 31, 2018. It has demonstrated a healthy collection efficiency with a track
record of over 99.73 percent collection on an average for the twelve months ended March 31,
2019. Further, healthy financial position of JMPL is reflected in the comfortable Return on Average
Asset of 2.80 percent as on 31 March, 2019 as against 2.49 per cent as on 31 March, 2018. Low
operating expenses have been partly driving the improvement in RoAA.

Going ahead, Acuité believes that the ability of the company to demonstrate growth in its loan
assets while maintain healthy asset quality will be crucial to the credit profile of the company.

Adequate financial position with diversified funding mix

The company’s capital adequacy ratio (CAR) remained adequate albeit its decline to 18.78
percent in FY2019 as against 27.49 percent in FY2018. The CRAR comprises 100 percent Tier I
capital, thereby giving the company the flexibility to raise additional capital in the form of Tier 2
capital. JMPL is promoted by GTFS Multi Services Limited, which has been in insurance brokerage
for more around three decades. The promoter group plans to infuse additional equity in FY2020
which is likely to strengthen the company’s capital position. The company has a diversified
funding mix, its funding sources include sixteen banks and nineteen financial institutions. Further,
the company has raised Rs.55.00 Cr in the form of non-convertible debentures from Blue Orchard
Microfinance and Japan Asean Women Empowerment Fund in FY19.

The ability to raise funds from the banking system continues to be, nevertheless, challenging due
to the recent NBFC crisis and the stringent norms adopted by banks in lending to NBFC'’s.
However, JMPL has been to access funds from both banks and large NBFCs on a regular basis.
Further, ithas a comfortable liquidity position due to well matched maturity of assets and liabilities;
the tenure for loans issued is ~12-24 months, whereas the bank funding typically has tenure of
about ~24-48 months.

Acuité believes, going forward, the ability of the company to mobilise additional lower cost
funding through debt /sub debt and its ability to deploy the funds profitably will be a key rating
monitorable.

Weaknesses

Moderate geographic concentration

JMPL’s operations are moderately concentrated at West Bengal accounting for 59 per cent of its
total portfolio as on 31 March, 2019 followed by Bihar at 29 percent. While the company is
gradually expanding into three other states, there is an overall concentration of the lending
business in the eastern and the north eastern part of the country. Generally, the risk profile of a
microfinance company with a geographically diversified portfolio is more resilient compared to
that of an entity with a geographically concentrated portfolio.

Acuité believes that the moderate geographical concentration of its portfolio will continue to
weigh on its credit profile over the near to medium term.
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Liquidity Position: Adequate

JMPL has adequately matched cash flow as on March 31, 2019, with cumulative surplus in all
maturity buckets. Most of the loans are of up to two-year tenure, while the borrowings are up to
tenure of three to four years, leading to positive mismatches over the near to medium term.
Currently, the company has unutilised sanctions from Ujjivan SFB, MAS Financial Services Limited
and Allahabad Bank.

Outlook: Stable

Acuité believes that JMPL will maintain a 'Stable' outlook over the medium term supported by its
management experience and prudent growth philosophy along with 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 improving 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. Also,
the outlook may be revised to ‘Negative’in case of any deterioration in the capital structure.

About the Rated Entity - Key Financials

Unit FY19 (Actual) | FY18 (Actual) | FY17 (Actual)

Total Assets Rs. Cr. 458.75 293.32 226.45
Total Income (Net of Interest Rs. Cr. 36.48 24.26 19.46
Expense)

PAT Rs. Cr., 10.51 6.48 5.73
Net Worth Rs. Cr, 81.92 74.18 79.68
Return on Average Assets (ROAA) (%) 2.80 2.49 2.70
Return on Average Net Worth (%) 13.47 8.43 8.72
(RONW)

TotalDebt/TangibleNetWorth Times 4.47 2.88 1.80
(Gearing)

Gross NPAs (%) 0.23 0.86 0.94
Net NPAs (%) 0.04 0.08 0.32

Status of non-cooperation with previous CRA (if applicable)
Not Applicable

Any other information
Not Applicable

Applicable Criteria
e Default Recognition - https://www.acuite.in/view-rating-criteria-17.htm

e Non- Banking Financing Entities - https://www.acuite.in/view-rating-criteria-10.htm
e Financial Ratios And Adjustments -https://www.acuite.in/view-rating-criteria-20.htm

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

Rating History (Upto last three years)
Not Applicable
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Nameofthe Date of Coupon Maturity Size of the

Facilities Issuance Rate Date | Issue (Rs.Cr.)| Ratings/Outlook
Term loan ApplTli(c);ble Appl}li(c);ble Appl}li(c);ble 15.00 ACUI(T'ESS%I?{;StabIe
Term loan AppITliggble ApplTIi(c);bIe AppITIi(c);bIe 15.00 ACUIZEszzizéitable
Term loan ApplTli(c);ble Appl}li(c);ble Appl}li(c);ble 9.55 ACUIZESS%?]ZSMMG
Term loan AppITIi(g;ble Appwli(c);ble AppITIi(c);bIe 5.00 ACUIZESEEiZéitabIE
Term loan ApplTliggble Appl}licc);ble Appl}liggble 295 ACUIZAESE%?';Ie-(/:IS)table
Term loan AppITIi(c);ble ApplTIi(c);bIe AppITIi(c);bIe 224 ACUIZESE%izéS)tabIe
Term loan AppITIi(c);ble ApplTIi(c);bIe AppITIi(c);bIe 2:66 ACUIZESE%izéS)tabIe
Term loan Appl\lli(():table Appl\llingle Appl\lliztable 05 ACUI-(FAESEZI?]ZGS)tabIe
Term loan AppITlicc)Etable ApplTIi(c);bIe AppITIi(c);bIe >-56 ACUIZESE%BI—]st)tabIe
Term loan ApplTlicc);ble Appl}licc);ble Appl}licc);ble 3.00 ACUIZESE%I?]ZQS)tabIe
Term loan ApplTlicc);ble Appl}licc);ble Appl}licc);ble >-36 ACUIZESE%?;QS)GME
Term loan Appl\llic():gble Appl\llingle Appl\llicc)gble 2.68 ACUIIESE%EIZGS)tabIe
Term loan ApplTlicc);ble Appl}licc);ble Appl}licc);ble 8.06 ACUIZESE%I?]ZQS)tabIe
Term loan ApplTlicc);ble Appl}licc);ble Appl}licc);ble 14.17 ACUIZESE%I?]ZQS)tabIe
Term loan ApplTli(g;ble ApplTIi(c);bIe AppITIi(c);bIe >.50 ACUIZEgE%ist)table
Term loan Appl\llingle Appl\llicégble Appl\llingle 1.21 ACUI-(F,ESE%E]LGS)tabIe
Term loan ApplTli(g;ble ApplTIi(c);bIe AppITIi(c);bIe 0.67 ACUIZEgE%ist)table
Term loan ApplTli(g;ble ApplTIi(c);bIe AppITIi(c);bIe 4.17 ACUIZEgE%ist)table
Term loan ApplTli(c);ble Appwli(c);ble AppITIi(c);bIe 17.70 ACUIZAESE%ELGS)tabIe
Term loan Appl\llingle Appl\llicégble Appl\llingle 3.33 ACUI-(F,ESE%E]LGS)tabIe
Term loan AppITliggble AppITIi(c);ble AppITIicc);bIe >.39 ACUIZESE%izéS)tabIe
Term loan Appwli(c);ble Appwc);ble ApplTli(c);ble >-00 ACUIZESE%izéS)tabIe
Term loan Appl\lli?:gble Appl\lli(c):;ble Appl\llic():gble 14.40 ACUI'(I"IAE‘SE%E;{EGS)tabIe
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Not Not Not ACUITE BBB+/Stable
Term loan Applicable Applicable | Applicable 273 (Assigned)
Not Not Not ACUITE BBB+/Stable
T I . . . . .
erm foan Applicable Applicable | Applicable 1.86 (Assigned)
Not Not Not
Proposed Bank _ . . 91.26 ACUITE BBB+/Stable
Facilities Applicable Applicable | Applicable (Assigned)
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About Acuité Ratings & Research:

Acuité Ratings & Research Limited (Erstwhile SMERA Ratings Limited) is a full-service Credit Rating
Agency registered with the Securities and Exchange Board of India (SEBI). The company received RBI
Accreditation as an External Credit Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-II
norms in the year 2012. Since then, it has assigned more than 6,000 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 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. 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, 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. 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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