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CARE B-; Stable; ISSUER NOT | Rating continues to remain under ISSUER
COOPERATING* NOT COOPERATING category

Long-term bank facilities 45.00

Details of instruments/facilities in Annexure-1.
*Issuer did not cooperate; based on best available information.

Rationale and key rating drivers

CARE Ratings Limited (CareEdge Ratings) vide its press release dated April 07, 2021, placed the rating of SML Finance Limited
(SMLFL) under the ‘issuer non-cooperating’ category as SMLFL failed to provide information for monitoring of the rating. SMLFL
continues to be non-cooperative despite repeated requests for submission of information through e-mails, phone calls and emails
dated May 28, 2025, June 07, 2025, and June 17, 2025. In line with the extant SEBI guidelines, CareEdge Ratings has reviewed
the rating on the basis of the best available information which however, in CareEdge Ratings’ opinion is not sufficient to arrive at
a fair rating.

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise caution
while using the above rating(s).

Rating assigned to SMLFL's bank facilities is constrained by moderate loan portfolio, geographically concentrated business,
marginal credit profile of the borrower segment, moderate profitability, weak asset quality, and moderately diversified resource
profile. However, the rating draws strength from the group’s long track record of operations, experience of promoters, and the
company’s adequate capitalisation profile.

Analytical approach: Standalone

Detailed description of key rating drivers:

At the time of last rating on July 12, 2024, the following were rating strengths and weaknesses (updated for the information
available from registrar of companies (FY24 refers to April 01 to March 31; audited financials) and other public information):

Key weaknesses
Moderation in loan portfolio

SMLFL's overall business moderated in FY24 with loan portfolio reduced from X114 crore as on March 31, 2023, to X108 crore as
on March 31, 2024, registering the de-growth of 5%. The company started offering personal loans in FY19 and its share stood at
12.37% of the total portfolio as on March 31, 2024. The company also started extending its presence in gold loan and other new
products such as property/mortgage loan (2.40% as on March 31, 2024). The share of gold loan increased from 7.27%, as on
March 31, 2020, to 25.07% as on March 2024. The company’s ability to maintain diversification in loan products and improve
business volumes in each loan products remain critical from the rating perspective.

Geographically concentrated business
SMLFL currently operates only in southern and central Kerala with 56 branches as on December 31, 2019. Its associate company,

BRD securities, is also engaged in the same operations of SMLFL in Kerala. However, BRD securities’ operations are confined to
northern and central Kerala, restricting SMLFL to expand in northern Kerala to avoid overlapping their business with BRD securities.

Marginal credit profile of borrower
SMLFL is primarily engaged in asset financing and business finance to the unorganised segment in the rural and semi-urban areas,

which is characterised by marginal credit profile of borrowers and that are not serviced by the banking sector. This segment is
highly susceptible to the impact of economic downturn and asset quality is a key monitorable. However, the management team’s
good knowledge and experience in this target customer segment provides comfort to an extent.

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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Weak asset quality
Net non-performing assets (NNPA) stood at 17.86% as on March 31, 2024, against 12.38% as on March 31, 2023. The company’s

ability to recover bad assets and reduce NPA level in the hire purchase (HP) segment and maintain good asset quality in new
products remains critical for credit perspective.

Moderately diversified resource profile
SMLFL's funding profile is moderately diversified with resources such as retail non-convertible debentures (NCDs), sub debt and

term loans and cash credit (CC) facilities. NCDs accounted ~35% (PY: 34%) and sub debt ~60% (PY: 57%) while bank facilities
was ~5% (PY: 9%) of the total borrowing as on March 31, 2024.

Moderate profitability
SML reported loss of 0.66 crore in FY24 against profit of X0.55 crore in FY23. The company’s net income margin (NIM) reduced

to 5.43% in FY24 against 5.57% in FY23. Opex moderated to 7.04% in FY24 (PY:6.63%). Credit cost increased to 7.92% in FY24
(PY:2.94%). Despite increase in other income which comprises majorly of dividend from investments, recovery from bad debt,
the company reported loss in FY24

Key strengths

Long track record of the group’s operations and experienced promoters
SML group started business in 1980 with its registered office at Kunnamkulam. SML group is currently operating with two main

companies, SML Finance Limited and SML Motors, with branch offices across Kerala. Over the three decades of its operations, the
SML group ventured across different businesses including new vehicle dealership, used vehicle dealership and NBFC. SMLFL has
been operational for around two decades providing hire purchase facility for all kinds of two wheelers, three wheelers and four
wheelers (new and used vehicles) and has provided finance for over one lakh vehicles. SMLFL was promoted by William Varghese
who has experience of ~20 years in vehicle financing. He is the sole proprietor of SML Motors and the founder of BRD group of
companies.

Adequate capitalisation profile
SML'’s net worth stood at X53.63 crore as on March 31, 2024, against ¥54.19 crore as on March 31, 2023. Gearing stood at 1.99x

as on March 31, 2024, against 2.12x as on March 31, 2023. The company’s total capital adequacy ratio (CAR) was adequate at
23.81% and tier I capital was ~15.88% as on March 31, 2019. CAR was adequate at 25.00% and tier I capital was around
16.67% as on December 31, 2019.

Applicable criteria
Definition of Default
Information Adequacy Risk and Issuer Non-Cooperation
Rating Outlook and Rating Watch
Financial Ratios - Financial Sector
Non Banking Financial Companies

About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry Basic industry
Financial services Financial services Finance Non banking financial
company (NBFC)

SMLFL is a non-banking finance company (NBFC- ICC), and part of the SML group. It was incorporated on August 13, 1996, as a
private limited company under the name ‘SML Finance Private Limited’ and was later converted to a limited company on June 18,
1998. The company extends business loans and HP loans for financing three wheelers, two wheelers, cars, and light commercial
vehicles (LCV) for old and new vehicles. The company also extends personal loans, gold loans, consumer durable loans and
property/mortgage loans. The company has its registered office at Thrissur, Kerala and corporate office in Cochin, Kerala. As on
December 31, 2019, the company operates with 56 branches with the entire portfolio concentrated in the southern and central
Kerala. Apart from SMLFL, the group includes SML Motors, which is an authorised dealer for Piaggio vehicles. SML’s promoter
group also has interest in the BRD group of companies, (all firms in BRD group promoted by SML's promoters and promoter holds
majority shares in both groups), which has presence in vehicle dealerships (three wheelers, LCVs, and cars), vehicle financing,
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vehicle body fabrication, chit funds, education and real estate. SML and BRD group entities operate in different regions of Kerala;
while SML group mainly operates in southern and central Kerala, the BRD group largely operates in some central and northern

Kerala.

Brief Financials (Xcrore) 31-03-2022 (A)

31-03-2023 (A)

31-03-2024 (A)

Total operating income 34.69 35.62 40.74
PAT 0.31 0.55 -0.66
Interest coverage (times) 1.04 1.07 0.98
Total Assets 205.50 188.58 172.79
Net NPA (%) 10.51 12.38 17.86
ROTA (%) 0.14 0.27 NM

A: Audited; NM: Not Meaningful Note: these are latest available financial results

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years: Annexure-2

Detailed explanation of covenants of rated instrument / facility: Annexure-3

Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

LG Maturity Size of the !Ratlng
Name of the Issuance Coupon Assigned and
DEICNODE Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating
YYYY) Outlook
CARE B-;
Fund-based - i ) i 45.00 Stable; ISSUER
LT-Cash Credit ' NOT
COOPERATING*

*Issuer did not cooperate; based on best available information.
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Annexure-2: Rating history for last three years

Current Ratings Rating History

Date(s)
Name of th and
I ar:e o te B Amount Rating( Date(s)and Date(s)and Date(s) and
ns rm_n-e_n /Ba Typ Outstandi ) Rating(s) Rating(s) Rating(s)
nk Facilities . . , B . . .
e ng (X assigne assignedin assigned in  assigned in
crore) din 2024-2025 2023-2024 2022-2023
2025-
2026
. 1)CARE B-; 1)CARE B-; 1)CARE B+;
g?aife? ! Stable; Stable; Stable;
Fund-based - LT- LT 45.00 ISSUEIIR NoT | - ISSUER NOT | ISSUER NOT | ISSUER NOT
Cash Credit ' COOPERATIN | COOPERATIN | COOPERATIN
COOPERATIN « N N
G G G G
(12-1ul-24) (07-Jun-23) (10-May-22)

*Issuer did not cooperate; based on best available information.
LT: Long term;

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of instruments rated

Name of the Instrument

Complexity Level

1 Fund-based - LT-Cash Credit Simple

Annexure-5: Lender details

To view lender-wise details of bank facilities please click here

Note on complexity levels of rated instruments: CareEdge Ratings has classified instruments rated by it based on
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.

4| CARE Ratings Ltd.


https://www.careratings.com/bank-rated?Id=US/52Sq3GLQzkZ2LEdAneQ==

Press Release

RATINGS

Contact us

Media Contact Analytical Contacts
Mradul Mishra Vineet Jain
Director Senior Director
CARE Ratings Limited CARE Ratings Limited
Phone: +91-22-6754 3596 Phone: +91-22-6754 3623
E-mail: mradul.mishra@careedge.in E-mail: vineet.jain@careedge.in
Relationship Contact Akansha Akshay Jain

Assistant Director
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Phone: 044-28501001
E-mail: pradeep.kumar@careedge.in Sakshi Arora

Assistant Director

CARE Ratings Limited

E-mail: sakshi.arora@careedge.in

About us:

Established in 1993, CareEdge Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the Reserve Bank of India.
With an equitable position in the Indian capital market, CareEdge Ratings provides a wide array of credit rating services that help
corporates raise capital and enable investors to make informed decisions. With an established track record of rating companies
over almost three decades, CareEdge Ratings follows a robust and transparent rating process that leverages its domain and
analytical expertise, backed by the methodologies congruent with the international best practices. CareEdge Ratings has played
a pivotal role in developing bank debt and capital market instruments, including commercial papers, corporate bonds and
debentures, and structured credit. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). 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. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors
or omissions and the results obtained from the use of such information. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CareEdge Ratings and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge Ratings do not factor in any rating-related trigger
clauses as per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are
introduced and triggered, the ratings may see volatility and sharp downgrades. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2025, CARE Ratings Limited. All Rights Reserved.
This content is being published for the purpose of dissemination of information. Any use or reference to the contents herein on an “as-is” basis is permitted with due
acknowledgement to CARE Ratings. Reproduction or retransmission in whole or in part is prohibited except with prior written consent from CARE Ratings.

For detailed Rating Report and subscription information, please visit www.careratings.com
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