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ANNEXURE I: RATING LETTER, RATING RATIONALE AND DETAILED PRESS RELEASE FROM

THE RATING AGENT

IndiaRatings

&Rese;.rch

India Ratings Assigns Keertana Finserv's NCDs and Bank
Loans ‘IND BBB+'/Stable

Logn

Acg D200« Voo Barseng Frseces Cormmpaeyy [INSFC

Inda Ratngs and Resaarch (InG-Ra) has rated Keertana Finsery Private Liniiod s (KFFL | deit instruments a5 Sollows

Details of Instruments
Instrument 188N Date of | Coupon | Maturity | Size of issue | Rating assigned Rating
Type lssuance |Rate (%) Date (méllion) along with Actan
Outiook/ Watch
Non- - . - - INRE, 000 IND BES+Stalle Asggned
convertible
Cebarfures”
Bank lcans . . . . INR2,000 IND BES+Sabtle | Asmgned
"¥el to be issued
Analytical Approach

Ind-Ra has taken a standalone view of KFPL to amve at the rating

Detailed Rationale of the Rating Action

The rating takes nlo consideration the hoathy orowth m KFFL's scile of openations in FY24, he considerabie experecce
ol the pramoler, the history of capital PAsions dane by e promoter. 3 scalable ranchise wilh well-defned procuct
segments. and stalie funding mix and asset qually However, tis s partally oftset by the geographcal concentration of
tho loan poctiolia, with Andhva Pradesh constituting about 88% of the AUM at end-June 2024

List of Key Rating Drivers

Strengths

Scalable fanchise win wei-definad prodict soegmonts: nsng share of securod producss
Established track record of capital nfusicn by promoters

Expenenced promoter, bul keyman rsk remains

Impeoving funding mix

Stable asset qualty

Healthy profitabdty mowics

Woaknessos
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Gecgraphical dversficason with nsing scale remains manitormbla

Detailed Description of Key Rating Drivers

Scalable Sagments; Share of Secured Products: KFPL witnessed a

In its scale of operations i FY24 with the assets } growing by 1 .5x o INR15.7

bion (FY23 |mzm)rmmmmmwmm1uma1m agercy expects the
mmbmumum.wqan ona Dbasis and imp

LG)

mm e share n e overal Mnmh
-M).mwmnmmdmmm»mnmmwmm

Likon ol 1QFYEDS (FY24 INFI3 8 bilioey FY23. INRLG hilion). The promolers have indused @ ol of INR4 billon in KFPL
since Inception and have commitied further capal duwng FY25 to help e grows an in the i
tarm. The company (s wel supported, with 2 oagital base af INRS 1 billon af SOFY2S5. KFPL had a debt outstanding of
INR16.5 dlkon &t 10FYEZS, g whio equity) leveis of 32x (FY24:3.3x, FY233x) KFPLW
wummmmmamsaim’sm 236%, FYE22:26 %) The agency expects the non-baniing
feandal company (NBFC) 1o cperale &t similar leverage leveis i the near term, and the managesant has stated that it
wil contan the kverage at 4x In tha long term.  Furthenmare, $he promoter has sizable share of resources 1o infuse captal
as and when needed

F but Key Risk The p of KFPL has a proven tack mcord in the NSFC-
mretinance nstautions (MF1) space. Prior o KFPL. S promoler had st up Spandana Sphoorty Financial Limited (IND
As/Siabig}, an NEFC-MF] with over 1 800 branches and outstanding AUM of INR119.7 biioe: 22 00 31 March 2024, KFPL

an In e scale of operations cver FY23.FY24, and % scstan the growth momentum, It
Mmmbmﬁmndwmmw

Improving Funding Mix: KFPLS funding is well dversliod, with access !0 fnandal instiluions and capiial markets. At
10FYE2S, the booowing mix consisiad of NCDs (45%), tem joans from tanks and frandal instiusons {37%) and
securiisason (18%). The company has funding relationships with Srge NBFCs and smal feance banks, and & 5 ako
engaged in discussions with a couple of public sector wnits (PSUS) 1o be on-toarded on thak lendur list. The captal
market instruments of KFFL are egaly subscibed by high networt indhackais (F4NI) invessors. The promoter's reputason
has played & key role Iy motdsing Ainds. Thus, Mere & an clement of key.man figk invalved In the business model Tha
apency beleves Increasng the share of fundng froom banks. which would also noude onboarding PSU banks, and the
matured lending relatonshins with e existng lenders will be crifcal to contaln T cost of Bomowings.

Stable Asset Quaiity: Win haf of e loan ook being Rrgely made Up of goid loans, the overall asset quaity has
femains siabie. The gross nonperforming assets siood at 0.08% n 10FYZS (FY24! 0.05%; FY23: 0.0T%) The
definguencns have romanad under check of the gih of gokd loans, with easy kguidaton of colataral
and low joss given dofaut. However, the agency believes the portiolo & exposed 1o market risk from voiatity in gold
prces, whetow tHiers on loan-1o.valoe need 1o be mondored o0 & feal tme basis. Any sharp deciing In gold prices could

have a detrmental Impact an Bve porolio In the near term and could lead 10 an INCrease In AN

The assel quality performance of the nongold porfolio, which inclades JLG lcans, LARSE and unsecored ans, has
remained steady, which has heiped the coenpany mantan its overall asset quality levels. However, the company plans 10
norease Bheir HLAAP seg which are of igher tenure; he g of e rewly oGl ook
under s segmant Wil have 1o be montiored.

Hoalthy Profitability Metrics: KFFL has been proftable since inceplion, and the compary reporied @ proft afer tax of
INR716 millon n FY24 (FYZ3. INRY60 mélon). The healty bofionsine has resubed in robust proStabiity ratics, with
mtum on assets  of 6231% (anrualsed) at 10FYEZS (FYEDL: 6592%, FYE2X 228%) The company's improved
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profesbitly was diiven by e noease i scale of operasons, improvement i overall ylelds on the lban book, and
controlled credit costs. The cost 10 income ratio of KFPL has remained wer comparnd o peers, and stood at 33.35% at
1CFYE2G (FYER4: 1343%. FYE2Z 5288%) The apency expects KFFL 10 maimtain adequate proftatility ower the
MediLm-to-1ong tenm, supporiad by benkgn credct cost and stsbie coal of Ands

Geograghical Divarsification with Rising Scale Remains Monitorabie: KFPL's aperatons. which commanced i Apnl
2022, remain geographically concenraiad, ghven the management's plans 10 expand aggressively in Ho souhemn sales in
the nital growth phase. Al end-June 2024, Anva Fradesh accounded for 53% of he compaey’s AUM (FYZ2 96%),
folowed by Telangana with 7% (2.6W). The company has 300 branches spread across six states, and would now foous an
panding e share of AUM in Telangana and Omrisa in the near teem.  na-Ra bed that g wil
be & prudent oplioo for Pe company. & mono-state spedfic geography could lead tn oooﬂlml and contrci-related
cralienges that could impact KFPL's asset quaiity

Liquidity

Adoquate! Al end-June 2024, XFPL's contractual structural Doadey staement had & cumulatve surpks of 20% as @
percentage of the iotal assets in less han one-yaar bucket, and a Tkely eguty Infusian of INR1.S bilon by 2s promater in
FY25 would furter help augmont the capital base. The campany's ablty o fuither rese funds from diverse sources
femans 3 monkorable. However, on susiinable basis, the entty woudld maintan Douidty sufficent for flvee monds of
det repayment {ncluding inflows) and curtall leverage at 4.0x In the long tame.

Rating Sensitivities

Posiive: Abilty 1o scale up tha Fanchise while sonifcangy improwing the AUM mix towards secured jending Som ia
oxisting lovels, Woog with seasoning of To newly cdginssed book towards HUILAP, dversifying its funding mix and
guographical presence while maintaining profiatity bullers and 2sset qualty will be positive for e raings.

Nogative: Following tacton ihat could, ndividuatly or y, lead 10 2 negative rating acton nchade:

sharp deteriomtion in he scale of operations

material fise in portolio deinquencies.

funding challenges, laading 1o diulion of Kgudty bofers

tangtie leveage (Sebt 10 tangibie equity) exceedng 4x on 3 wataned bass

ESG Issues

ESG Factors Minimally Relovant to Rating: Uintess ofnomnise di00ced in fus secsion, e ESG issues are credt neutral
ar have only & menimal oedt impact co KFPL. doe 10 effhor ther nature or the way o which they are beng maraged by
the eniity. For more Informalion on -Ra's ESG Relevance Dadosures, please dick Date  For answers fo froguertly
asked questans regardng ESG Refevance Dsdusures and Sair imgact on ragngs., piease dick favp,

About the Company

KFPL NEFC. tmpot Fm.y'lm hree Tracom prom:
m:d?mumzom lm o Sp:xmsmmnmismm)
and the MSME busines: msmmwmww 140 mifion)
business ummnt-nmummm.m Mwmwulﬂ)mm&iﬁwn
and unsecured joans. As on 30 Jume 2024, e company had

Key Financials Indicators

[P | Frz4 |G
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Total asceds {INR bilon) 172 7
Toml angibie eguly (INR bilon) 3.8 18
Net profit (NS million | 7159 1567
Rotum on average assats (%) 5.92 454
Equity'assots (%) 2254 2804
Captal adequacy ratio (%) 238 26
Socrce: Ind-Ra, KFPL

Status of Non-Cooperation with previous rating agency

Not applicatie
Rating History
Instrument Type Current Rating/Outiock
Rating Type Rated Limits (mdlion) Rating
Noo-converibie cebentures Long-term INR6 000 IND BES+Slable
Bark loan Long-term INR2 000 IND BES+Slable

Bank wise Facilities Details
Cick here 10 see the cetalls

Complexity Level of the Instruments

Iratruman Dsacripton

Complsily kedicatar

Inda Ratngs and Research Pyt Lid

+91 22 40356113

Secondary Analyst
Jinay Gala
D¥edor

Modia Relation
Ameya Bodihe
Marketing Manager
+91 22 40356121

Non-converibie dedentures Low
Bark lars Low

For detals on e complenty leve of the DSirumants, paase YISl Iemd Tews INdiaratng s oo ool ety -
[T
Contact
Primary Analyst
Nign Chavan
Analyst

Wockharct Towers, 4th Flooe, West Wing, Bandra Kurla Complex. Bandva East Mombal - 400057

For queries, please contact Jborpindiaings co
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