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Rating Rationale

Acuité has assigned long-term rating of ‘ACUITE BB+’ (read as ACUITE double B plus) on the Rs.50.00
crore bank facilities of PEOPLE'S ACTION FOR TRANSFORMATION (PAT). The outlook is 'Stable'.

Tamil Nadu-based, PAT is a Non-governmental Organisation-Micro Finance Institution (NGO-MFI) registered
with Indian Trust Actin 1997 and also a member of Sa-dhan, since 2007. It is promoted by Mr. Stephen Francis
Xavier. The frust is engaged in micro financing activity directed to the benefit of women groups/individual
for enhancement of their livelihoods. It commenced its micro finance operations in 2003 onwards; ifs
operations are spread across six districts of Tamil Nadu as on March 31, 2019.

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

Key Rating Drivers:

Strengths

¢ Established presence and experienced management:

PAT focuses on activities related to empowerment of women and training of self-help groups, apart
from micro finance lending. The management of the trust has strong experience in the micro
finance business and have been associated with various other micro-finance institutions over the past
two decades. The managing committee comprises of members having more than two decades
of experience in the field of microfinance, audit and finance and community development.

Acuité believes that PAT will benefit from its established track record of operations and experienced
management.

¢ Sound asset quality:

PAT's credit assessment and monitoring processes have enabled the frust to maintain sound asset quality.
The trust reported Gross Non-Performing Assets (GNPA) of 0.02 per cent as on March 31, 2019 and 0.01 per
cent as on March 31, 2018. Further, it has demonstrated healthy collection efficiency with a frack record of
over ~99 per cent collection on an average for the twelve months ended March 31, 2019. Acuité expects
PAT to benefit from its sound asset quality.

Weaknesses

¢ Constraints on Capital Infusion:

PAT is moderately capitalised with a modest corpus of Rs. 5.72 Cr as on March 31, 2019 and Rs. 4.22 Cr
as on March 31, 2018, the growth in the trusts corpus was mainly due to accruals to its reserves. The
tfrust’s capital adequacy ratio stood at 18.98 per cent as on March 31, 2019 as against 14.31 per cent as
on March 31, 2018. Due to the constitution of the trust, any future additions to the net worth will
depend on receipt of additional corpus donations from its frustees or other organisations. PAT's
gearing stood at 5.56 times as on March 31, 2019 as against 7.35 times as on March 31, 2018; the
moderately high gearing further restricts the trust’s ability to mobilise additional debt and thereby
restricts its growth.

Acuité believes that PAT's ability to mobilise additional funds will be crucial to the growth of its loan
portfolio.
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¢ Scale of operations and geographic concentration risk:

PAT operates to a network of 12 branches across 6 districts of Tamil Nadu. The branch network of PAT
declined from 20 branches as on March 31, 2018 to 12 branches as on March 31, 2019 on account of
management’s decision to earmark 8 branches for business correspondent (BC) activities which would be
carried out in the group company PAFT Finance Ltd. PAT's operations are susceptible to the credit profile of
its borrowers, who generally comprise the economically challenged section of society, since the credit
profile of these borrowers are less resilient to credit risk. This is further heighted by the concentration of
portfolio in a single state with focus in the north eastern coastal belt of Tamil Nadu, thereby the performance
of the frust is exposed to competitive landscape in these regions and occurrence of events such as natural
calamities, riots etc., which could cause a disruption in PAT's key area of operations.

Acuité believes that the geographical concentration in its portfolio will continue to weigh on its credit profile
over the near to medium term.

Liquidity Position: Adequate
PAT has adequately matched cash flow as on March 31, 2019 with cumulative surplus all maturity buckets.
Most of the loans are of upto 18-24 months’ tenure, while its borrowings are with 24 to 36 months’ maturity,
leading to positive cashflows.

Outlook: Stable

Acuité believes that PAT will maintain a 'Stable' outlook over the medium term supported by its established
presence in the microfinance segment along with demonstrated ability to maintain healthy AUM (on
balance sheet assets and assets under BC model) and profitability meftrics. The outlook may be revised to
'Positive’ in case of higher than expected growth in AUM while maintaining key operating metrics and asset
quality and liquidity. The outlook may be revised to 'Negative' in case of any headwinds faced in scaling up
of operations or in case of any challenges in maintaining its asset quality, profitability metrics and capital
structure.

About the Rated Entity - Key Financials

unit FY19 (Actual) FY18 (Actual) FY17 (Actual)
Total Assets Rs. Cr. 38.65 36.14 23.92
Total Income (Net of Interest Expense) Rs. Cr. 7.11 5.78 3.60
PAT Rs. Cr. 1.50 1.45 0.47
Net Worth Rs. Cr. 5.72 4.22 2.76
Return on Average Assets (ROAA) (%) 4.02 2.83 2.35
Return on Average Net Worth (RoNW) (%) 30.22 41.59 16.99
Total Debt/Tangible Net Worth (Gearing) Times 5.56 7.35 7.51
Gross NPAs (%) 0.02 0.01 0.00
Net NPAs (%) NIl NIL NIL

Status of non-cooperation with previous CRA (if applicable)

Not Applicable

Any other information
Not Applicable

Applicable Criteria

* Default Recognition - https://www.acuite.in/view-rating-criteria-17.htm

¢ Non- Banking Financing Entities - https://www.acuite.in/view-rating-criteria-10.htm

* Financial Ratios And Adjustments -hitps://www.acuite.in/view-rating-criteria-20.htm

Note on complexity levels of the rated instrument

https://www.dacuite.in/criteria-complexity-levels.ntm
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Rating History (Upto last three years)
Not Applicable

*Annexure - Details of instfruments rated
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About Acvuité 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 frust 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 Acuvuité rating does not constitute an audit of the rated entity and should not be freated as a
recommendation or opinion that is intended fo 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 orimplied 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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