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PERFORMANCE HIGHLIGHTS 
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Á RBI notifies a comprehensive regulatory framework for MFIs with creation of a separate category of ñNBFC-

MFIsò on December 2, 2011, ushering in more regulatory clarity. 

Á RBI relaxes ECB norms and permits NBFC-MFIs to borrow upto USD 10 million per financial year. 

Á Networth of Rs. 762 crores and cash & bank balances of Rs. 292 crores as at 31st December, 2011. 

Á Capital adequacy at 44.3%. 

Á Non-AP portfolio in 18 other States post a healthy collection efficiency of 95%. 

Á Exposure at risk in AP state is substantially dealt with in the books of accounts. Residual exposure at risk 

on AP is nil after adjusting for un-availed DTA and accounting for tax break on future write-offs. (Further 

details in slide no.23) 

Á Reported loss of Rs. 428 crores for Q3-FY12 is largely on account of credit cost of Rs. 359 crores and not 

availing deferred tax benefit. An amount of Rs. 332 crores pertaining to AP portfolio was written off during 

the quarter, in excess of RBI provisioning norms. 

HIGHLIGHTS ï Q3 FY12 
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OPERATIONAL HIGHLIGHTS 



* Loan portfolio outstanding includes assigned loans & portfolio loans on balance sheet 
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*Sangam Managers are our loan officers, who manage our centers (also called as Sangams).  #Includes 46 Gold Loan Branches. 7 

CONSOLIDATED OPERATIONAL HIGHLIGHTS 

Particulars Dec-10 Dec-11 YoY% Sep-11 QoQ% 

Branches#      2,403       1,765  -27% 2,032  -13% 

Centers (Sangam)   279,781   244,595  -13%  258,748  -5% 

Employees (i) + (ii) + (iii) + (iv) + (v) + (vi)     25,735     17,854  -31% 19,315  -8% 

ÅField Staff (i) + (ii) + (iii) + (iv) + (v)     25,303     17,510  -31% 18,964  -8% 

ïSangam Managers* (i)      15,920     11,485  -28% 12,595  -9% 

ïSangam Managers Trainees(ii)        2,278         100  -96% 118  -15% 

ïBranch Management Staff (iii)       4,137       3,449  -17% 3,630  -5% 

ïArea Managers (iv)         193         141  -27% 146  -3% 

ïRegional Office Staff (v)       2,775       2,335  -16% 2,475  -6% 

ÅHead Office Staff  (vi)        432         344  -20% 351  -2% 

Members (in '000)       7,715       5,863  -24% 6,396  -8% 

- Members in non-AP States (in '000)  5,653 3,940 -30% 4,468 -12% 

Active borrowers (in '000)       6,663       4,303  -35% 4,676  -8% 

- Active borrowers in non-AP States (in '000)  4,837 2,575 -47% 2,938 -12% 

No. of loans disbursed (in '000)       1,348         337  -75% 781  -57% 

Disbursements (for the quarter)  (INR Crs)      1,590         322  -80% 721  -55% 

Off-take  Avg (Disbursements / No of Loans disbursed )(INR)     11,793       9,536  -19% 9,237  3% 

Gross loan portfolio (INR Crs) (A+B)      5,028       1,810  -64% 2,635 -31% 

ÅLoans outstanding (A)      4,762       1,645  -65% 2,424 -32% 

ÅAssigned loans (B)        266           164  -38% 211 -22% 
 

Operational Efficiency: 

Gross loan portfolio/ No. of  Sangam managers (Rs. '000)      3,158       1,576  -50% 2,092 -25% 

Gross loan portfolio/ Active Borrowers (INR)      7,546       4,206  -44% 5,634 -25% 

Members / No. of Branches       3,210       3,322  3% 3,148 6% 

Members / No. of Sangam managers         485         510  5% 508 1% 
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GOLD LOAN OPERATIONAL HIGHLIGHTS 

Particulars Dec-11 Sep-11 

Branches* 46 44 

Employees 344 310  

Active borrowers as on date 7,957 4,600 

Disbursements (for the quarter)  (INR Crs) 23 13 

Gross loan portfolio (INR Crs) 24 12 

Operational Efficiency: 

Gross loan portfolio/ No. of Branches (Rs. '000) 5,223 2,836 

Gross loan portfolio/ Active Borrowers (INR) 30,197 27,131 

Active Borrowers / No. of Branches  173 105 

Loan to Value 70% 73% 

* Branches spread in Karnataka, Gujarat, Maharashtra and U.P. 



State wise ï Portfolio Mix Q3FY12 State wise ï Collection Efficiency#  

AP EXPOSURE REDUCES AND THERE IS NO SIGN OF CONTAGION IN NON-AP STATES  
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 State Q3FY12 
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25.2% 
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ALL RATED POOL ASSIGNMENTS COMPLETED BY SKS POST AP MFI ACT ALSO 

EXHIBIT A COLLECTION EFFICIENCY OF ABOVE 97% WITH HIGHEST RATINGS 
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Particulars 
Transaction 

1# 

Transaction 

2# 
Transaction 

3# 
Transaction 

4# 
Transaction   

5 
Transaction   

6 

Deal Date Feb-11 Mar-11 Mar-11 May-11 Jun-11 Sep-11 

Rating A1+(SO)* A1+(SO) A1+(SO) A1+(SO) A1+(SO) A1+(SO) 

Pool Amount (Rs. Cr.) 58 232 312 50 40 38 

Month Post 

Transaction 
10 9 8 8 7 4 

Cumulative 

Collection Efficiency 
97.9% 97.8% 98.4% 97.2% 97.7% 99.4% 

* Upgraded in July ô11 

# Transaction closed in this fiscal 



REVIEW OF FINANCIALS 
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INR Crs. 

Capital Adequacy 

Networth  

12 

STRONG SOLVENCY AND LIQUIDITY 
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PROFIT AND LOSS STATEMENT FOR THE QUARTER ENDED  
INR Crs. 

* Income on AP portfolio recognised not on accrual basis, but on cash basis 13 

Particulars  Q3 FY11 Q3 FY12 YoY% 
Q3 FY12 

As % of Total 

Revenue  

Q2 FY12 QoQ% 

Income from Operations 

Interest income on Portfolio loans     342         77*  -78% 83%      104*  -27% 

Income from Assigned loans       20          2  -88% 3%         8  -70% 

Membership fee          2      -      -99%                -     -         - 

Loan processing fees       -            3        - 3%         2  46% 

Other Income 

Insurance commission         2          1  -64% 1%         1  -24% 

Group Insurance admin. charges        19          1  -97% 1%         5  -89% 

Income on Investments         4          5  41% 6%         3  53% 

Miscellaneous Income         1          5  262% 5%         7  -38% 

Total Revenue      389         93  -76% 100%      131  -29% 

Financial expenses       97         41 -58% 44%        53  -22% 

Personnel expenses       89         65  -26% 70%        67  -2% 

Operating and other expenses        47         53^  11% 57%        39  37% 

Depreciation and amortization          4          2  -35% 3%         3  -7% 

Total Operating Cost     140       120 -14% 130%      108  12% 

  

Provision & Write-offs      101         359  256% 387%      353  2% 

  

Total Expenditure       338       520  54% 561%      514  1% 

Profit before Tax       52        (427) -925% -461%     (383) 12% 

Tax expense       18        0.4  -97% 0.5%         2  -76% 

Profit after Tax        34        (428) -1353% -461%     (385) -11% 

^After adjusting for one-off/non-recurring expenditure of Rs. 19 crs., the operating and other expenses for Q3FY12 is 

Rs. 34 crs. (Q2FY12 Rs. 39 crs.) 



PROFIT AND LOSS STATEMENT FOR THE NINE MONTHS ENDED  
INR Crs. 
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Particulars  9M FY11 9M FY12 YoY% 
9M FY12 

As % of Total 

Revenue  

Income from Operations 

Interest income on Portfolio loans       868        309*  -64% 77% 

Income from Assigned loans       111          32  -71% 8% 

Membership fee          10       -      -100%                   - 

Loan processing fees          -              5         - 1% 

Other Income 

Insurance commission           9            3  -72% 1% 

Group Insurance admin. charges          55          17  -69% 4% 

Income on Investments         13          14  13% 4% 

Miscellaneous Income           9          21  132% 5% 

Total Revenue      1,076        401  -63% 100% 

Financial expenses       261        157  -40% 39% 

Personnel expenses       258        205  -20% 51% 

Operating and other expenses        137        128  -6% 32% 

Depreciation and amortization          13            8  -41% 2% 

Total Operating Cost       407        341 -16% 85% 

  

Provision & Write-offs        130  896 589% 224% 

  

Total Expenditure         799  1,394 75% 348% 

Profit before Tax       277       (993) -458% -248% 

Tax expense         96          38  -60% 9% 

Profit after Tax        181       (1,031) -668% -257% 

* Income on AP portfolio recognised not on accrual basis, but on cash basis 



DEFERRED TAX BENEFIT TO BE AVAILED IN FUTURE 
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INR Crs. 

 Deferred Tax Asset Amount 

Opening 31st Marchô11 36 

Add: DTA eligibility in Q1FY12 59 

Add: DTA eligibility in Q2FY12 123 

Add: DTA eligibility in Q3FY12 136 

Total un-availed DTA  355 

Rs. 355 Crs. of DTA will be available to off-set taxes on 

future taxable income and to add to the reported PBT 
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PROVISIONS & WRITE OFF IN PROFIT AND LOSS ACCOUNT 

 Particulars   

Q1 FY12 Q2 FY12  Q3 FY12  

AP  Non AP  Total  AP  Non AP  Total  AP  Non AP  Total  

Provision for Standard/ NPAs   109.8  (20.3) 89.4  (24.7)  (6.8) (31.6) (35.8) (3.9) (39.7) 

Bad debts written off    11.6  76.0  87.6  326.0 50.2  376.3 368.4  28.8  397.2  

Loss on short collection on 

Off B/S 
4.8  1.7  6.5  1.4  7.1  8.6  (0.1) 1.3  1.2  

 Total 126.2  57.4  183.6  302.7 50.5  353.3  332.5 26.2  358.7  

 Particulars   
Q3 FY11 Q4 FY11 

AP  Non-AP  Total  AP Non-AP Total 

 Provision for Standard & 

NPAs 
9.4 21.2 30.6 (10.6) 27.4 16.8 

 Bad debts written off 1.2 7.4 8.6 37.9 13.9 51.8 

 Loss on short collection on 

Off B/S   
56.2 5.4 61.6 29.4 8.3 37.6 

 Total 66.8 34.0 100.8 56.6 49.6 106.2 

INR Crs.  



STRONG CAPITAL BASE DRIVES SKSô BALANCE SHEET 
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INR Crs. 

Particulars Q3 FY11 Q3 FY12 YoY% Q2 FY12 QoQ% 

Equity share capital        73        77  5%       72  6% 

Stock options outstanding 10          16  70%       12  42% 

Reserves and surplus  1,762         669  -62%   1,097  -39% 

Capital & Reserves   1,845    762  -59%   1,181  -35% 

  

Loan funds   3,206    1,093  -66%   1,392  -22% 

Current liabilities and provisions     365      128  -65%     127  1% 

Provision for standard and non performing asset       48      83          73%     123  -32% 

Liabilities    3,619    1,304  -64%   1,642  -21% 

  

Total Liabilities   5,464    2,066  -62%   2,822  -27% 

  

Fixed assets       24        18  -24%       20  -9% 

Intangible assets         8          7  -12%         8  -8% 

Investment         4       0.2  -95%      0.2  0% 

Deferred tax assets (net)       37         -    -100%        -        - 

  

Cash and bank balances     398      292  -27%     236  24% 

Sundry debtors         2          2  3%         3  -26% 

Other current assets       76        17  -77%       23  -25% 

  

Portfolio loans   4,762    1,645  -65%   2,424  -32% 

Other loans and advances      152        83  -45%     109  -24% 

Total Loans and Advances     4,915    1,728  -65%   2,532  -32% 
  

Total Assets    5,464    2,066  -62%   2,822  -27% 

Note: 1.Assigned  Portfolio      266      164  -38%     211  -22% 

         2.Gross Loan Portfolio   5,028    1,810  -64%   2,635  -31% 
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HIGHER CREDIT COST IMPACTS PROFITABILITY FOR Q3 FY12 

Particulars    Q3 FY11 Q2 FY12 Q3 FY12 

Spread  Analysis ( as % of Avg. Gross Loan Portfolio)         

Gross Yield (I) 29.8% 17.2%* 16.7%* 

Portfolio Yield   27.7% 14.7%* 14.2%* 

Financial Cost  (a) 7.4% 6.9% 7.6% 

Operating Cost   (b) 10.7% 14.2% 21.7% 

Provision and Write-offs  (c) 7.7% 46.5% 64.6% 

Taxes  (d) 1.3% 0.2% 0.1% 

Total Expense  II = (a+b+c+d) 27.2% 67.8% 93.7% 

Return on Avg. Gross Loan Portfolio (I) - (II) 2.6% -50.6% -77.0% 

  

Efficiency:   

Cost to Income    47.8% 137.4% 232.7% 

  

Leverage:   

Debt  : Equity (on Balance Sheet)              1.7             1.2               1.4  

  

Capital Adequacy:   35.65% 47.19% 44.33% 

  

Profitability:   

Return on Avg. Assets   2.4% -47.3% -70.0% 

Return on Avg. Assets (incl. assigned loans) 2.3% -43.3% -65.0% 

ROE   7.5% -112.1% -176.2% 

  

EPS - Diluted (INR)            4.47  (53.15) (59.12) 

Book Value (INR)         255.82  163.15         105.32  

* Income on AP portfolio recognised not on accrual basis, but on cash basis 
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HIGHER CREDIT COST IMPACTS PROFITABILITY FOR 9M FY12 

Particulars    9M FY11 9M FY12 

Spread  Analysis ( as % of Avg. Gross Loan Portfolio)       

Gross Yield (I) 30.7% 17.8%* 

Portfolio Yield   27.9% 15.1%* 

Financial Cost  (a) 7.4% 7.0% 

Operating Cost   (b) 11.6% 15.2% 

Provision and Write-offs  (c) 3.7% 39.8% 

Taxes  (d) 2.7% 1.7% 

Total Expense  II = (a+b+c+d) 25.5% 63.6% 

Return on Avg. Gross Loan Portfolio (I) - (II) 5.2% -45.8% 

  

Efficiency:   

Cost to Income    50.0% 139.9% 
  

Leverage:   

Debt  : Equity (on Balance Sheet)              1.7             1.4  
  

Capital Adequacy:   35.65% 44.33% 
  

Profitability:   

Return on Avg. Assets   5.1% -42.7% 

Return on Avg. Assets (incl. assigned loans) 4.3% -38.5% 

ROE   17.3% -104.0% 
  

EPS - Diluted (INR)           24.93         (142.52) 

Book Value (INR)         255.82        105.32  

* Income on AP portfolio recognised not on accrual basis, but on cash basis 
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ANDHRA PRADESH UPDATE 
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SUMMARY OF AP PORTFOLIO FROM OCTOBERô10 TO DECEMBERô11 
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INR Crs. 

Particulars 

Opening Gross Portfolio (1-Oct-10) 1,491  

    

During Oct'10 to Dec'11:   

Add: Disbursements 194  

Less: Principal collected 317 

Less: Write offs / loss on short collections already booked 831 

    

Closing Gross Portfolio (31-Dec-11) 537 

Less: Provisions 53 

Closing Net Portfolio (31-Dec-11) 484 



LOOKING BEYOND THE AP CRISIS 
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INR Crs. 

ǐExposure at risk in AP is largely dealt within the books of accounts 

Summary of AP exposure:  

ǐResidual AP exposure  (net of cushion) is nil. 

ǐNet AP portfolio reduces to Rs. 484 crores. 

ǐAP exposure on future receivables basis reduces to less than 1%. 

ǐ123 branches were merged in AP in Q3 FY12. 

Net AP Portfolio (31-Dec-11) A 484 

DTA un-availed (till 31-Dec-11)  355 

Tax break in case of future write-off 32.5% of A 157 

Total cushion available B 512  

Residual AP Portfolio exposure C = A - B Nil  



WAY OUT FOR AP SITUATION 
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ǐSKS files writ petition against AP MFI act in the Honourable High court 

of Andhra Pradesh. 

ǐDraft MFI bill appointing RBI as sole regulator, to overwrite the AP MFI 

act upon passage in the Parliament. 

ǐSubstantial reduction or No access to credit for the financially excluded. 

ǐIncrease in borrowing costs from borrowing from moneylenders. 

ǐRBI, MFIN and SIDBI are reportedly in dialogue with the AP Govt. 

Legal Relief 

Central Legislation 

Customer Sentiment 

Diplomacy 
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WAY OUT FOR AP SITUATION- CUSTOMER SENTIMENT IN AP 
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Interest rates charged by Informal Sources    

(in absence of MFIs) 

Sources of Credit (in absence of MFI Loans) Reasons for not repaying MFI loans 

Willingness to repay 

 

Source: ñWhat are Clients doing post the Andhra Pradesh MFI Crisis?ò, MicroSave, 2011 



STRATEGY  

26  



NEW STRATEGIC PRIORITIES 
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Client protection initiatives  

Credit growth in non-AP book 

Cross sale initiatives 

Compliance, Governance, Risk & Audit framework  

Capital raise 



STRATEGIC PRIORITY 1 ï CLIENT PROTECTION 
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Action points 

Á Expert inputs  

Á External validation 

Á Realign the incentive system 

Á Process tightening 

Á Board and top management 

commitment 

Á Budget allocation  

Á Dedicated talent 

Appropriate 

collections 

practices 

Ethical staff 

behavior 

Mechanisms for 

redress of 

grievances 

Transparent & 

responsible 

pricing 

Privacy of client 

data 

Avoidance of over-

indebtedness 


