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 Amount  

(In Rs. Crore) 
Rating Action 

Long-Term Bank Facilities 2,013.27  [ICRA]A(Stable); upgraded from [ICRA]A-(positive) 

Non-Convertible Debentures 887.00 [ICRA]A(Stable); upgraded from [ICRA]A-(positive) 

Subordinated debt  22.00 [ICRA]A(Stable); upgraded from [ICRA]A-(positive) 

Commercial Paper 200.00 [ICRA]A1; upgraded from [ICRA]A2+ 
 
ICRA has upgraded the ratings on the Rs. 2013.27 crore long-term bank facilities, Rs. 887 crore non-
convertible debentures (NCD) programme and Rs. 22 crore subordinated debt programme of Grameen Koota 
Financial Services Private Limited (GKFSPL/ “the company”) from [ICRA]A-

1
 (pronounced ICRA A minus) to 

[ICRA]A ( pronounced ICRA A). The outlook on the long term ratings has been revised from positive to stable. 
ICRA has also upgraded the rating of the Rs. 200.00 crore commercial paper programme of the company from 
[ICRA]A2+ (pronounced ICRA A two plus) to [ICRA]A1 (pronounced ICRA A one). 
 
The ratings upgrade factors in the company’s comfortable capitalisation profile with the Rs.100 crore capital 
infusion from its holding company (CreditAccess Asia N.V.) during Q1FY2017 subsequent to which the 
networth of the company has improved to Rs. 586 crore (provisional, managed gearing stood at about 4.2 
times, as on June 30, 2016) as in June 2016. ICRA expects the holding company to infuse further about Rs 
100 crore for the envisaged portfolio growth in the current fiscal, and provide timely equity support in future for 
the envisioned portfolio expansion. The upgrade also factors in the sustained good profitability of the company 
(PAT of 3.7%and 3.9% of average assets for FY2016 and Q1FY2017 respectively), which is supported by low 
operating costs (4.9% and 5.2% of average managed assets in FY2016 and Q1 FY2017 respectively). The 
ratings also continue to factor in the company’s strong senior management team, who have been associated 
with it for a long period, and the strong asset quality of the company (0+ dpd at 0.10% as on June 2016). 
 
GKFSPL’s has presence in 5 states viz, Karnataka, Maharashtra, Tamil Nadu, Madhya Pradesh and 
Chattisgarh as on March 31, 2016, with Karnataka contributing to around 63% as on March 31, 2016 (around 
70% as on March 31, 2015), given the company’s focus to remain a regional player . However, ICRA takes 
note of GKFSPL’s significant rural presence—close to 80% of the branches and 70% of the portfolio are in rural 
areas—where competition from other lenders is relatively lower, which supports its competitive position. 
Nevertheless, reducing geographical concentration further would be an important monitorable from a rating 
perspective going ahead. The ratings are constrained by GKFSPL’s mono-line nature of business, marginal 
borrower profile, high operational risk inherent in the microfinance business and the lack of diversification in its 
earnings profile. The company’s ability to recruit, train and retain employees to match with its growing business 
needs would be crucial, going forward.  
 
ICRA notes that the company’s efficient internal control and monitoring processes, with the recently 
strengthened internal audit, IT and risk management systems, will support it in managing the business risks 
reasonably. The company had also reduced its lending rates in January 2016 (from 25% to 23% for its key 
lending product), and has further reduced the lending rates in June 2016 to 22%. The company currently offers 
products with rates ranging from 18-22% which is also likely to support its competitive position. 
 
The ratings take into consideration GKFSPL’s financial flexibility derived from funding lines from about 50 
lenders as on June 30, 2016. The company’s liquidity position also is comfortable with the residual tenure of 
liabilities being around 2-3 years, while that of assets being around 1-2 years, resulting in a favourable asset 
liability matching. 
 
GKFSPL’ ability to improve its geographical diversity with increase in the scale of operations, while maintaining 
a good asset quality and financial profile, would be key enablers for any further improvement in its overall credit 
profile going forward. 
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About the Company 
GKFSPL (Grameen Koota Financial Services Private Limited) was started as Grameen Koota by the T. 
Muniswammapa Trust in 1999 under the leadership of Mrs. Vinatha M. Reddy in 1999. In 2007, it was 
transformed from an NGO to an NBFC, and is engaged in micro finance activities providing credit to 
economically backward women through the joint liability group mechanism. CreditAccess Asia N.V. currently 
holds 99.4% stake in the company as in August 2016. 
 
As on June 2016, GKFSPL had a portfolio of Rs. 2,879 crore serving borrowers across 89 districts of 
Karnataka, Maharashtra, Tamil Nadu, Madhya Pradesh and Chhattisgarh.  
 
The company reported a net profit of Rs. 83.8 crore in FY2016 on a managed assets base of Rs. 2,878 crore 
as against a net profit of Rs. 49.5 crore for FY2015 on a managed assets base of Rs. 1,831 crore. The 
company had a networth of Rs. 456.5 crore as on March 31, 2016 and a managed gearing of 5.1 times. For Q1 
FY2017, the company reported a net profit of Rs. 29.3 crore on a managed assets base of Rs. 3,236 crore. 
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