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Rating Rationale

The rating factors in the recent equity infusion and comfortable capitalization level of SKSMFL. The rating also takes into
consideration improvement in profitability, diversified resources profile, improving asset quality, comfortable liquidity
profile, experienced management team and geographically diversified loan portfolio. The rating is, however, constrained
by the susceptibility of the business to socio-political intervention and operational risks due to high proportion of cash
transactions. The capital adequacy, asset quality and profitability are the key rating sensitivities.

Background

SKSMFL was incorporated as SKS Microfinance Pvt Ltd (SKSMPL) on September 22, 2003 under the companies act, 1956.
SKSMFL obtained certificate of registration from RBI on January 20, 2005 as NBFC-ND. In September 2005, the company
acquired business operations, assets and loan portfolio from SKS society (NGO) that was engaged in microfinance
activities since 1997. The name of the company was changed from SKSMPL to SKS Microfinance Ltd. (Public Ltd Company)
and obtained fresh certificate of registration from RBI in June 2009 for carrying on business as an NBFC-ND. SKSMFL got
listed on BSE and NSE in August 2010. Furthermore, it got registered as an NBFC — MFI (Non-deposit taking) in November
2013.

As on March 31, 2014, SKSMFL operates in 15 states with 1,255 branches covering 49.63 lakh active borrowers (both
individual and group borrowers) with asset under management (AUM) of Rs.3,113 crore including managed portfolio of
Rs.1,392 crore.

Mr P H Ravi Kumar is the Non-executive Chairman of the company and is supported by Mr M R Rao, CEO & Managing
Director and Mr Dilli Raj, President.

During FY14 (refers to the period April 1 to March 31), SKSMFL reported PAT of Rs.69.85 crore on a total income of
Rs.544.83 crore. The total capital adequacy stood at 27.19% with a tangible net-worth of Rs.454.62 crore.

SKS Microfinance recently mobilised Rs.397.59 crore through qualified institutional placement (QIP) in May 2014.

The PAT for 9MFY15 stood at Rs.147 crore on total income of Rs.577 crore. The AUM stood at Rs.3,298 crore with Rs.550
crore as off-balance sheet portfolio as on December 31, 2014. Total CAR stood at 34.80% at 9MFY15-end.

For the detailed rationale of SKS Microfinance Ltd (SKSMFL), please refer to our website www.careratings.com (dated:
July 7, 2014).
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CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.

Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from sources believed
by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor
and the financial strength of the firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans
brought in by the partners/proprietor in addition to the financial performance and other relevant factors.
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