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Facilities/Instruments Amount (X crore) Rating Action

Non-convertible debentures - II 8.24 CARE BBB-; Stable Reaffirmed

Non-convertible debentures - III 13.53 CARE BBB-; Stable Reaffirmed
(Reduced from 39.37) !

Non-convertible debentures - IV 40.03 CARE BBB-; Stable Reaffirmed

Non-convertible debentures - V 44.38 CARE BBB-; Stable Reaffirmed

Non-convertible debentures - VI 60.11 CARE BBB-; Stable Reaffirmed
(Reduced from 80.37) !

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers
Reaffirmation of ratings assigned to debt instruments of KLM Axiva Finvest Limited (KLM) continues to factor in the company’s
satisfactory track record, adequate capitalisation levels and stable asset quality.

However, ratings continue to be constrained by regional concentration of its loan portfolio, concentrated funding profile, evolving
MIS system and process, moderate profitability, relatively higher exposure to risker borrower segments and exposure to market
risk of the gold jewellery held as security.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors: Factors that could individually or collectively lead to positive rating action/upgrade:
. Improvement in geographical diversification and profitability with return on total assets (ROTA) of above 2% on a sustained
basis along with sustenance of asset quality.

e  Overall gearing improving to 5x or lesser on a sustained basis.

Negative factors: Factors that could individually or collectively lead to negative rating action/downgrade:
. Moderation in asset quality with gross non-performing assets (GNPA) of above 4% on a sustained basis.

. Moderation in profitability with ROTA below 0.50% on a sustained basis.

. Tier I capital adequacy ratio (CAR) falling below 13%.

Analytical approach: Standalone

Outlook: Stable
CARE Ratings Limited (CareEdge Ratings) believes that the entity shall maintain good asset quality and stable profitability, while
maintaining adequate capitalisation levels in the medium-term.

Detailed description of key rating drivers:

Key strengths

Satisfactory track record of operations

KLM’s current promoters assumed control of the company in 2014 and have successfully managed it for nearly a decade. KLM is
promoted and led by Shibu Theckumpurath Varghese, Whole-time Director, who brings over 30 years of expertise in the lending
business. The company benefits from guidance provided by seasoned professionals with deep experience in the financial sector,
while its board comprises individuals with diverse and extensive expertise across fields. KLM’s day-to-day operations are overseen
by the Whole-time Director, supported by a highly experienced management team. As on September 30, 2025, the assets under

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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management (AUM) stood at 1,710 crore, of which, gold loans accounted for 68% followed by small and medium enterprise
(SME) loans (24%), microfinance (MFI) loans (7%) and personal loans (1%).

Adequate capitalisation levels

As on March 31, 2025, the company reported a CAR and Tier-I CAR of 23.90% and 15.79%, respectively, against 23.62% and
15.61% as on March 31, 2024. The CAR and Tier-I CAR stood at 25.10% and 16.71%, respectively, as on September 30,2025.
Overall gearing ratio improved to 6.15x as on March 31, 2025, from 7.50xas on March 31, 2024. Overall gearing further improved
to 5.62x as on September 30, 2025. While the current capitalisation levels remain adequate for present scale of operations, the
company would require periodic capital infusion to support its growth trajectory.

Stable asset quality

The company’s GNPA and Net NPA (NPA) stood at 1.99% and 1.12%, respectively, as on March 31, 2025, against 1.60% and
0.67% as on March 31, 2024. As on September 30, 2025, GNPA and NNPA marginally moderated to 2.21% and 1.19%,
respectively. In absolute terms, GNPA increased to X33.23 crore as on March 31, 2025, from X27.53 crore as on March 31, 2024.
Deterioration in asset quality was primarily attributable to the company’s exposure to relatively riskier asset classes such as
business loans, MFI loans and unsecured personal loans. The 90+ days past due (DPD) levels are higher in MFI loan (19.68%),
Personal loans (2.53%) and SME loans (1.07%), whereas lower in gold loans (0.79%) as on September 30, 2025. The company’s
ability to improve the asset quality of its non-gold loan portfolio remains a key rating monitorable.

Key weaknesses

Moderate profitability

In FY25, KLM reported a profit after tax (PAT) of 20 crore on a total income of 341 crore against a PAT of ¥23 crore on a total
income of X316 crore in FY24. The net interest margin (NIM) marginally declined to 8.22% in FY25 from 8.32% in FY24 due to
high cash holding by the company. Operating expenses to average total assets increased to 7.35% in FY25 from 7.20% in FY24
due to increase in advertisement and business promotion expense, while credit costs remained low at 0.27% in FY25. Owing to
the increase in operating expenses, return on total average assets (ROTA) moderated to 1.05% in FY25 compared to 1.27% in
FY24.

In H1FY26, the company reported a PAT of X7 crore on a total income of X174 crore, with NIM and ROTA at 8.33% and 0.97%,
respectively. Going forward, the company is expected to maintain ROTA in the range of 1-1.5% in the medium term.

Regional concentration of loan portfolio

KLM operates across Kerala, Karnataka, Tamil Nadu, Telangana, Andhra Pradesh and Maharashtra. The loan portfolio remains
geographically diversified with 41% of the AUM in Kerala, 24% in Karnataka, 19% in Tamil Nadu, 8% in Telangana, 7% in Andhra
Pradesh and 1% in Maharashtra as on June 30, 2025. As on September 30, 2025, the company had a network of 649 branches.
Gold loans, which constitute ~68% of the total loan portfolio as on June 30, 2025, are offered across all branches. However,
business loans, personal loans and microfinance loans are presently restricted to Kerala, resulting in portfolio concentration. The
company is in the process of consolidating its operations through closure of unprofitable branches and, accordingly, the branch
network is expected to remain largely stable in the medium term.

Concentrated funding profile

As on March 31, 2025, KLM’'s borrowing profile was predominantly retail (public and private placements) non-convertible
debentures (NCDs) and subordinated debt accounting for 91.63% of the total outstanding borrowings of 1,575 crore, while the
remaining 8.4% consisting of bank borrowings. As on September 30, 2025, NCDs and subordinated debt constituted 97.79% of
the total borrowings of 1,571 crore, with the balance funded through bank facilities, including term loans and cash credit.
Borrowings are expected to remain concentrated in debentures and subordinated debt in the medium term.

Relatively higher exposure to riskier borrower segments and inherent risk associated with gold loans

KLM'’s offers gold loans, business loans, MFI loans and personal loans. With respect to business loans, KLM is primarily lending to
the SME segment, comprising low-income borrowers in the informal sector, which is a relatively riskier segment. Since this
segment is highly susceptible to economic downturn, asset quality is a key monitorable. Unlike other asset classes, gold loans are
backed by highly liquid collateral (gold), resulting in relatively higher recovery and low losses. One of the factors impacting
ultimate recovery and influence quantum of losses is the market price of gold, which has exhibited volatility in the past, impacting
recovery. The MFI sector continues to be impacted by inherent risk involved, including socio-political intervention risk and risks
emanating from unsecured lending and marginal profile of borrowers, who are vulnerable to economic downturns.
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Liquidity: Adequate

The company’s liquidity remains adequate, with no negative cumulative mismatches in any time brackets up to one year per the
asset liability management (ALM) statement, as on September 30, 2025. Gold loans and microfinance loans have a tenure of less
than one year and other loans have tenure of around two years, which is relatively shorter in comparison to KLM’s funding sources,
NCD and Sub-debt, which are of longer tenure, supporting the ALM. KLM had unencumbered cash and cash equivalents of %81
crore as on September 30, 2025. The company maintains liquidity buffers equivalent to approximately two months of debt
repayments and operating expenses.

Applicable criteria
Definition of Default
Rating Outlook and Rating Watch
Financial Ratios - Financial Sector

Withdrawal Policy
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)

KLM was incorporated on April 28, 1997, as Needs Finvest Limited and registered as NBFC in the same year, by with the Reserve
Bank of India. The current management took over the company in 2014 and renamed it to KLM Axiva Finvest India Limited. KLM
is promoted and led by Shibu Theckumpurath Varghese, Whole-time Director. As on September 30, 2025, 38.02% of the
shareholding is held by promoters, directors and their relatives and the remaining is held by other investors. The company offers
products such as gold loans, business loans, personal loans, vehicle loans and MFI loans. Apart from lending, the company also
offers foreign exchange services, money transfer and insurance brokerage services. As on September 30, 2025, KLM operates
with a network of 649 branches across Kerala, Tamil Nadu, Karnataka, Andhra Pradesh, Maharashtra, and Telangana with its
head office in Ernakulam, Kerala. As on September 30, 2025, the AUM stood at X1,710 crore, of which, gold loans accounted for
68% followed by SME loans (24%), MFI loans (7%) and personal loans (1%).

Brief Financials (X crore) 31-03-2024 31-03-2025 30-09-2025

Standalone A UA ‘
Total income 316 341 174

Profit after tax (PAT) 23 20 7

Assets under management (AUM) 1,660 1,685 1,691
On-book gearing (x) 7.50 6.15 5.62

AUM / tangible net-worth (TNW) (x) 7.75 6.58 6.05

Gross non-performing assets (NPA) / gross stage 3 (%) 1.60 1.99 2.21

Return on managed assets (ROMA) (%) 1.27 1.05 0.76

Capital adequacy ratio (CAR) (%) 23.62 23.90 25.10

A: Audited UA: Unaudited; 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
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Annexure-1: Details of instruments/facilities
Date of
Issuance (DD-

Size of
the Issue

Coupon
Rate

Maturity
Date (DD-

Rating Assigned

Name of the along with Rating

Instrument

Outlook

Debentures-
Nonconvertible
debentures- 11

INEO011507190

03-Oct-19

(%)

11.73%

02-Jan-26

(X crore)

8.24

CARE BBB-; Stable

Debentures-
Nonconvertible
debentures- 111

INE011507273

02-Jul-20

11.75%

01-Jul-25

0.00

Withdrawn

Debentures-
Nonconvertible
debentures- III

INE011507281

02-Jul-20

12.00%

01-Jul-25

0.00

Withdrawn

Debentures-
Nonconvertible
debentures- III

INE011507299

02-Jul-20

11.73%

01-Oct-26

13.53

CARE BBB-; Stable

Debentures-
Nonconvertible
debentures- IV

INEO11507372

30-Jul-21

11.25%

29-Jul-26

25.64

CARE BBB-; Stable

Debentures-
Nonconvertible
debentures- IV

INEO011507380

30-Jul-21

11.50%

29-Jul-26

3.63

CARE BBB-; Stable

Debentures-
Nonconvertible
debentures- IV

INEO11507398

30-Jul-21

NA*

29-Feb-28

10.76

CARE BBB-; Stable

Debentures-
Nonconvertible
debentures- V

INEO01I1507471

01-Nov-21

11.00%

31-Oct-26

32.18

CARE BBB-; Stable

Debentures-
Nonconvertible
debentures- V

INE011507489

01-Nov-21

11.25%

31-Oct-26

4.59

CARE BBB-; Stable

Debentures-
Nonconvertible
debentures- V

INEO011507497

01-Nov-21

NA*

30-Jun-28

7.61

CARE BBB-; Stable

Debentures-
Nonconvertible
debentures- VI

INEO11507554

17-Mar-22

10.25%

15-Mar-25

0.00

Withdrawn

Debentures-
Nonconvertible
debentures- VI

INE011507562

17-Mar-22

10.50%

15-Mar-25

0.00

Withdrawn

Debentures-
Nonconvertible
debentures- VI

INEO011507570

17-Mar-22

11.00%

16-Mar-27

45.04

CARE BBB-; Stable

Debentures-
Nonconvertible
debentures- VI

INEO11507588

17-Mar-22

11.25%

16-Mar-27

5.58

CARE BBB-; Stable

Debentures-
Nonconvertible
debentures- VI

INEO011507596

17-Mar-22

NA*

16-Nov-28

9.49

CARE BBB-; Stable

*NA — Not applicable (Zero Interest)
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Annexure-2: Rating history for last three years

Current Ratings

Rating History

Name of the aD::.e(s) PEIRE)] Date(s) aD::le(S)
Instrument/Bank Amount Rating(s) and e Rating(s)
Facilities Type Outstanding | Rating a i 9 Rating(s) Rating(s) i 9
assigned i . . . assigned
(X crore) in 2025- assigned in assigned in in 2022-
2024-2025 2023-2024 2023
1)CARE
BBB-; Stable éé%ARE
Fund-based - LT- (09-Jan-24) !
1 . LT - - - - Stable
Cash Credit (25-Jan-
2)Withdrawn 23)
(09-Jan-24)
1)CARE
Debentures-Non : 1)CARE BBB-;
2 | Convertible LT - - - (lg\sl‘gt::_r;;‘;” BBB-; Stable | Stable
Debentures (09-Jan-24) | (25-Jan-
23)
1)CARE
Debentures-Non CARE 1)CARE 1)CARE BBB-;
3 Convertible LT 8.24 BBB-; - BBB-; Stable | BBB-; Stable | Stable
Debentures Stable (06-Jan-25) | (09-Jan-24) | (25-Jan-
23)
1)CARE
Debentures-Non CARE 1)CARE 1)CARE BBB-;
4 Convertible LT 13.53 BBB-; - BBB-; Stable | BBB-; Stable | Stable
Debentures Stable (06-Jan-25) | (09-Jan-24) | (25-Jan-
23)
1)CARE
Debentures-Non CARE 1)CARE 1)CARE BBB-;
5 Convertible LT 40.03 BBB-; - BBB-; Stable | BBB-; Stable | Stable
Debentures Stable (06-Jan-25) | (09-Jan-24) | (25-Jan-
23)
1)CARE
Debentures-Non CARE 1)CARE 1)CARE BBB-;
6 Convertible LT 44.38 BBB-; - BBB-; Stable | BBB-; Stable | Stable
Debentures Stable (06-Jan-25) | (09-Jan-24) | (25-Jan-
23)
1)CARE
Debentures-Non CARE 1)CARE 1)CARE BBB-;
7 Convertible LT 60.11 BBB-; - BBB-; Stable | BBB-; Stable | Stable
Debentures Stable (06-Jan-25) | (09-Jan-24) | (25-Jan-
23)

LT: Long term

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

Annexure-4: Complexity level of instruments rated

Sr. No.

' Name of the Instrument
1 Debentures-Non Convertible Debentures

Complexity Level |

Simple

51
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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.
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Relationship Contact
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Senior Director
CARE Ratings Limited

Analytical Contacts

Vineet Jain

Senior Director
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Phone: +91-22-6754 3623
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Akansha Akshay Jain

Assistant Director

CARE Ratings Limited

Phone: +91-22-6754 3491
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Phone: 044-2850 1001
E-mail: pradeep.kumar@careedge.in Hareesh H

Assistant Director

CARE Ratings Limited
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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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