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Need Livelihood Microfinance Private Limited 

October 09, 2018 

Need Livelihood Microfinance Private Limited: M3+ assigned 

Summary of instruments  

Instrument Current Graded Amount (Rs. crore) Grading Action 
MFI Grading NA M3+; Assigned 
Total  NA  

 

Grading action  

ICRA has assigned an MFI grading of M3+ (pronounced M three plus1) to Need Livelihood Microfinance Private Limited 

(NLMPL). This grading indicates that in ICRA’s current opinion, the graded MFI’s ability to manage its microfinance 

activities in a sustainable manner is moderate. The + (plus) sign may be appended to the grading symbols to indicate 

their relative position within the grading category concerned. The grading is valid till September 2019. 

Rationale  

The assigned grading factors in the company’s experienced promoter and committed senior management team, which 

has experience in the banking, financial services and microfinance sectors. It also considers NLMPL’s prudent loan 

origination, collection and monitoring systems, its focus on underpenetrated rural areas, supported by an adequate 

management information system (MIS) that is commensurate with the current scale of operations. The company’s ability 

to scale up operations, as planned, while tying the systems and processes will be crucial. The grading is, however, 

constrained by NLMPL’s limited track record as a non-banking finance company (NBFC-MFI), its small scale of operations 

with a gross portfolio of ~Rs. 50.00 crore as on date (Rs. 42.82 crore as on June 30, 2018), spread across 18 districts in 

four states, and its moderate profitability indicators. The asset quality saw minor slippages in the 90+ dpd2 to 0.68% as 

on June 30, 2018 from 0.40% as on March 31, 2018 due to natural calamities like floods and torrential rain in parts of 

Bihar and U.P. Going forward, the incremental profitability will be driven by NLMPL’s ability to control credit costs and 

operating expenses as it expands its operations. In view of the growth plans, the company would be required to secure 

external equity in the near term to support business growth. Overall, NLMPL’s ability to recruit and train personnel, 

maintain good client retention rates given the competitive landscape, and sustain adequate capitalisation levels will be 

important from a grading perspective.  

Key grading drivers  

Strengths 

Committed management team – The company is promoted by Mr. Anil Kumar Singh, who has more than 20 years’ 

experience in the micro-lending and allied sectors. NLMPL has a diverse board with rich experience in the banking, 

financial services and social sectors. The company is segregated into various verticals for the better management of 

operations and each vertical is headed by an individual with experience in that domain.  

Adequate internal control systems and prudent lending policy – Given the current scale of operations, the company’s 

internal control processes, IT systems and internal audit process are adequate. It has started using Fingpay, in line with 

its efforts to migrate to cashless collections. The amount is directly deducted from the borrower’s account through a 
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fingerprint-based interface. While the company is catching up with cashless collections, the disbursements are 100% 

cashless into the borrower’s account. In addition, the company has tied up with a third-party vendor to provide a new 

software for its operations that will be helpful in effectively monitoring the portfolio as it expands operations. The 

underwriting norms are robust with necessary KYC, credit bureau check, and home verification being conducted before 

disbursement and a utilisation check being conducted post disbursement. These are commensurate with the current 

scale of operations.  

Adequate funding profile - NLMPL has relationships with 10 lenders with most extending repeat funding to the 

company. The loans are mostly from NBFCs and financial institutions (FIs). The average cost of borrowings was 14.81% 

during Q1 FY2019. While the present funding mix is adequate for the current scale of operations, the company would 

need larger funding lines and a diversified funding mix to achieve the planned scale of operations. ICRA notes that 

NLMPL is in talks with banks and FIs to raise loans to support the planned disbursements and portfolio growth.   

Adequate capitalisation profile – NLMPL reported a stable capitalisation profile with a managed book gearing of 3.26 

times as on June 30, 2018. ICRA notes that the capitalisation profile is adequate given the current scale of operations 

(managed portfolio of Rs. 42.82 crore as on June 30, 2018). However, the company would need additional capital of Rs. 

30-35 crore over the next two years to maintain a prudent capitalisation profile while expanding operations. NLMPL’s 

ability to raise adequate capital in a timely manner, in relation to the envisaged growth plans, over the medium term will 

remain a key monitorable.  

Challenges 

Small scale of operations - As on June 30, 2018, the company had a portfolio of Rs. 42.82 crore with a presence in four 

states – U.P., Bihar, West Bengal and Uttarakhand - accounting for nearly 52%, 43%, 5% and less than 1%, respectively. 

Given the high portfolio concentration in two states, NLMPL is exposed to geographical concentration risks. This, in the 

backdrop of high competitive intensity in the industry, increases the company’s vulnerability to any income shocks for its 

marginal borrower profile. While the company has experience of operating in U.P. and Bihar, but the ability to 

geographically diversify operations to mitigate regional risks and concurrently control operating and credit costs remains 

to be seen.  

Ability to recruit, train and retain talent while scaling up operations - The company currently has adequate staff 

deployed in its 51 branches as on September 30, 2018 and the management plans to deploy additional staff in view of 

the technological advancements as the company scales-up operations. The company has migrated data to a new 

software and is in the process of rolling out cashless collections through FingPay in all its branches. Hence, going forward, 

the training of new people and retention of experienced and trained individuals will be monitorable as the company 

expands operations.   

Ability to manage political, communal risks and the marginal borrower profile – Unsecured lending to the marginal 

borrower profile, and the political and operational risks associated with microlending may result in high volatility in the 

asset quality indicators. The microfinance industry is prone to socio-political and operational risks, which could 

negatively impact its operations, and thus its financial position. NLMPL’s ability to on-board borrowers with a good credit 

history, and recruit and retain employees would be key for sustainable operations.   

Modest profitability profile - The company reported a modest profitability profile with PAT of Rs. 0.36 crore during 

FY2018 and Rs. 0.14 crore during Q1 FY2019. This was driven by high financial expenses on account of high share of 

borrowings from NBFCs (average borrowing cost nearly 15.5%), steady operating expenses and low credit costs during 

Q1 FY2019. Considering NLMPL’s growth plans, the impact of operating expenses and credit costs would be critical and 

ability of the company to contain these will be crucial to the profitability profile going forward.  

Analytical approach: For arriving at the grading, ICRA has applied its grading methodologies as indicated below. 

Links to applicable criteria:  ICRA's methodology for grading of Microfinance Institutions 

https://www.icra.in/Rating/ShowMethodologyReport/?id=533
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About the company   

Need NGO started microfinance activities in 2005 under the aegis of Grameen Equity Programme with an initial revolving 

fund assistance of Rs. 25 lakh from Small Industries Development Bank of India (SIDBI). Once the microfinance activities 

grew, a private limited company, styled as Need Livelihood Microfinance Private Limited, was registered in 2015 and 

obtained an NBFC-MFI licence from the RBI in February 2017. As a philosophy, it caters to livelihood-focussed credit 

assistance with rich experience in improving the livelihood of people at the base of the pyramid of our economy by 

providing them collateral free loan that matches the income level of the borrowers. The microfinance programme has 

always remained the mainstay of NLMPL’s activities and the design of the programme is influenced by the operating 

model of Grameen Bank, Bangladesh. The company over the years has formed a connect with its borrowers through 

various social initiatives that has in-turn helped it to cope with the risks involved in operations. NLMPL currently operates 

in Bihar, Uttar Pradesh, Uttarakhand and West Bengal. 

As on June 30, 2018, NLMPL’s operations were covered through 41 branch offices (51 as on September 30, 2018), 

managed by over 200 people, covering 29,579 borrowers with a loan outstanding of about Rs. 42.82 crore. 

Key financial indicators 

 
FY2017 FY2018  Q1FY2019   

Total income (Rs. crore) 0.91 6.76 2.08   
PAT (Rs. crore) 0.11 0.36 0.14   
Net worth (Rs. crore) 12.22 12.58 13.42   
On-book portfolio (Rs. crore) 15.12 32.77 31.34   
Off-balance sheet portfolio (Rs. crore) 0.00 9.32 11.48   
Gross portfolio (Rs. crore) 15.12 42.09 42.82   
      
Return on managed assets (%) 1.06% 1.08% 1.03%   
Return on equity (%) 1.29% 2.89% 4.30%   
NIM/AMA 8.35% 10.45% 6.06%   
Operating expenses/AMA 5.33% 8.50% 6.41%   
Net worth/managed assets (%) 77% 25% 23%   
Gearing (managed book); times 0.28 3.00 3.26   
CRAR 79.91% 37.64% 22.10%   

Source: ICRA research; All values and ratios as per ICRA calculations 

PAT: Profit after tax; AMA: Average managed assets; NIM: Net interest margin 

Status of non-cooperation with previous CRA: Not applicable 

Any other information: None 
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Grading history for last three years: 

 

Instrument  

Current Grading (FY2019) 
Chronology of Grading History for the 

past 3 years 

Type  

Amount 
Graded  
(Rs. crore)  

Amount 
Outstanding 
(Rs. crore) 

Date & 
Grading  
October 2018 

Date & 
Grading in 
FY2018- 

Date &  
Grading in 
FY2017 

Date & 
Grading in 
FY2016 

1 MFI Grading NA NA NA M3+; assigned - - - 
 

Complexity level of the graded instrument: 

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The 

classification of instruments according to their complexity levels is available on the website www.icra.in 

  

http://www.icra.in/
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ANALYST CONTACTS 

Karthik Srinivasan 
+91 22 6114 3444 
karthiks@icraindia.com  

Supreeta Nijjar  
+91 124 4545 324 
supreetan@icraindia.com 

 
Rajat Mehta 
+91 124 4545 377 
rajat.mehta@icraindia.com 
 

 
 

RELATIONSHIP CONTACT 

Jayanta Chatterjee 
+91 80 4332 6401 
jayantac@icraindia.com 
 

 

MEDIA AND PUBLIC RELATIONS CONTACT 

Ms. Naznin Prodhani 
Tel: +91 124 4545 860 
communications@icraindia.com 

 

 

Helpline for business queries:  

+91- 124- 2866928 (open Monday to Friday, from 9:30 am to 6 pm) 

info@icraindia.com 

 

 

 

 

 

 

About ICRA Limited: 

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services 

companies as an independent and professional investment Information and Credit Rating Agency. 

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited 

Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit 

Rating Agency Moody’s Investors Service is ICRA’s largest shareholder. 

For more information, visit www.icra.in  

mailto:karthiks@icraindia.com
mailto:supreetan@icraindia.com
mailto:jayantac@icraindia.com
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ICRA Limited 

Corporate Office 
Building No. 8, 2nd Floor, Tower A; DLF Cyber City, Phase II; Gurgaon 122 002 
Tel: +91 124 4545300 
Email: info@icraindia.com 
Website: www.icra.in 
 

Registered Office 
1105, Kailash Building, 11th Floor; 26 Kasturba Gandhi Marg; New Delhi 110001 
Tel: +91 11 23357940-50 
 

Branches  

Mumbai + (91 22) 24331046/53/62/74/86/87 
Chennai + (91 44) 2434 0043/9659/8080, 2433 0724/ 3293/3294,  
Kolkata + (91 33) 2287 8839 /2287 6617/ 2283 1411/ 2280 0008,  
Bangalore + (91 80) 2559 7401/4049 
Ahmedabad + (91 79) 2658 4924/5049/2008 
Hyderabad + (91 40) 2373 5061/7251 
Pune + (91 20) 020 6606 9999  
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