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Ratings
Instrument (::1;[:;2) Rating? Rating Action
. 34.99 CARE A (SO) [CARE Single A
#
s. Thirty four crore and ninety nine lakh only tructure igation Final Rating
Series A1 PTC (Rs. Thirty f d ni ine lakh only) (s d Obligation)] inal .
. 1.65 CARE BBB+ (SO) [CARE Triple B Assigned
#
Series A2 PTC (Rs. One crore and sixty five lakh only) plus (Structured Obligation)]

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

CARE had assigned a rating of ‘Provisional CARE A (SO)’ [pronounced as ‘Provisional CARE A (Structured Obligation)’] to the
Series A1 PTCs and ‘Provisional CARE BBB+ (SO)’ [pronounced as ‘Provisional CARE Triple B Plus (Structured Obligation)’] to
the Series A2 PTCs issued by Northern Arc 2020 MFI Kruger backed by microfinance loan receivables originated by S.M.I.L.E.
Microfinance Limited (SMFL).

The rating is now confirmed and rating of ‘CARE A (SO)’ [pronounced as CARE single A (Structured Obligation)] to Series Al
PTCs and rating of ‘CARE BBB+ (SO)’ [pronounced as CARE triple B plus (Structured Obligation)] to Series A2 PTCs issued by
Northern Arc 2020 MFI Kruger has been assigned. The rating assigned is finalized based on the structure provided to CARE by
SMFL, the originator. The rating has been confirmed after the copies of legal documents executed in accordance with the
structure, a due diligence audit report by an external auditor and an independent legal opinion is furnished by the Originator
(SMFL), to the satisfaction of CARE.

The pool assigned to the SPV by SMFL, consisted of 27,409 microfinance loan contracts aggregating to principal outstanding
of Rs.41.17 crores. The weighted average net seasoning of the pool was good at 9.43 fortnights as on the pool cut-off date
(14th February 2020). The pool was concentrated in terms of geographical exposure with all the contracts consisting from
Tamil Nadu. The pool was amortized by 36.89%. All the contracts were current on payment.

Rating Sensitivities:
Positive factors - Factors that could lead to positive rating action/upgrade:
1. Build-up of cash collateral (as % of Balance POS)
2. Lower than expected delinquencies
Negative factors: Factors that could lead to negative rating action/downgrade:
1. Impact of COVID-19 pandemic and Moratorium period on Pool Collections.
2. Downward revision in rating of originator, creating the prospect of Commingling / Servicer Risk.
3. Deterioration in the overall pool performance.
Detailed description of the key rating drivers: NA

Key Rating Strengths: NA
Key Rating Weaknesses: NA

Analytical approach & Applicable Criteria
CARE’s methodology for Asset / Mortgage Backed Securitization

Liquidity Position

The inherent liquidity in the structure is adequate. The interest payouts for Series A1 PTCs are promised on monthly basis,
while the Series A1l principal is expected on a monthly basis. On full repayment of Series A1 PTCs, interest payouts for Series
A2 PTCs are promised on monthly basis; and the Series A2 PTCs principal is expected on a monthly basis. The principal for
both Series Al and Series A2 PTCs is promised by the last payout date. In case of any delinquency, the payouts are expected
to be supported by Over Collateral, Excess Interest Spread and Cash Collateral (in the form of Fixed Deposit).

1Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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About the Company

S.M.L.L.E. Microfinance Limited (SMFL) is a Tamil Nadu based Non-Deposit taking Non-Banking Finance Company (NBFC-ND)
started as a private limited company in 2004 and converted to public limited company in November 2005. The company was
reclassified as NBFC-MFI in May 2015. Mr. Murali Srinivas Polaramasetty is the Chairman and Managing Director of the
company. As on March 31, 2018, DWM Investments (Cyprus) Limited holds 66.64% stake, promoters hold 18.57% stake and
the remaining is held by Women Members (13.32%) and Associates (1.47%). As on June 30, 2019, the company is operating
with 110 branches in 29 districts with presence in 2 states and 1 union territory. SMFL is engaged in the activity of extending
loans to women for income generation purposes both in rural and urban areas.

During FY18, SMFL’s loan portfolio has grown by 53% from Rs.308 crore as on March 31, 2017 to Rs.471 crore as on March
31, 2018 backed by increase in disbursements from Rs.564 crore in FY17 to Rs.706 crore in FY18. AUM has increased from
Rs.474 crore as on March 31, 2018 to Rs.515 crore as on March 31, 2019 registering a growth of 9%. As on Dec’19, the AUM
of SMFL stood at Rs. 493.14 crore.

Currently, SMFL has outstanding rating of ‘CARE BBB; Stable’ on long term instruments.

Brief Financials (Rs. crore) FY18 (A) FY19 (A)
Total Interest Income 94.1 104.83
PAT 16.8 25.98
AUM 474 515
Tangible Net-Worth 107 133
Gross NPA (%) 0.10 0.11
ROTA (%) 3.48 4.61

Status of non-cooperation with previous CRA:
Not Applicable

Rating History for last three years: Please refer Annexure-2

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Issue Rating assigned along with
Instrument Issuance Rate Date (Rs. crore) Rating Outlook
Series Al Pass
Through 10.50% p.a. Dec’21 34.99 CARE A (SO)
Certificates ,
Series A2 Pass Feb’20
Through 15.00% p.a. Dec’21 1.65 CARE BBB+ (SO)
Certificates
Annexure-2: Rating History of last three years
Current Ratings Rating history
Name of the Date(s) & Date(s) & Date(s) & | Date(s) &
Sr. Amount . . . .
Instrument/Bank . ., Rating(s) Rating(s) Rating(s) Rating(s)
No. irees Type | Outstanding Rating R . . . . . . .
Facilities (Rs. crore) assigned in |assigned in 2019-| assigned in | assigned in
) 2020-2021 2020 2018-2019 | 2017-2018
Series Al Pass 1)Provisional
1. Through LT 34.99 C’?SR;)A - CARE A (SO) - -
Certificates (03-Mar-20)
. 1)Provisional
2 Seﬁiéj :ass LT 1.65 CARE . CARE BBB+ - -
‘ Certificagtes ‘ BBB+(S0) (S0)
(03-Mar-20)

Note on complexity levels of the rated instrument: 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
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Contact us
Media Contact
Name - Mradul Mishra

Contact no. — +91-22-6837 4424
Email ID — mradul.mishra@careratings.com

Analyst Contact 1

Name — Sriram Rajagopalan

Contact no. — +91-22-6754 3652

Email ID — sriram.rajagopalan@careratings.com

Analyst Contact 2

Name - Sanjay Agarwal

Contact no. — +91-22-6754 3582/500

Email ID — sanjay.agarwal@careratings.com

Business Development Contact

Name —V Pradeep Kumar

Contact no. — +91-44-2849 7812 / 0811
Email ID — pradeep.kumar@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.

Disclaimer

CARE’s ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks 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. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook 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. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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