Utkarsh Small Finance Bank Ltd — 03 Sep 2025 Credit Rating Summary

Section DEET S

Agency CARE Ratings Ltd. (CareEdge)

Rating Change No Change (Reaffirmed at CARE A)

Outlook (Current vs

. Stable (Unchanged)
Previous)

1. Timely Servicing: Successful payment of [15.24 Cr (Principal + Interest) on Tier-Il Bonds on Aug 30,
2025.

2. Liquidity Buffer: Agency confirmed bank had sulfficient liquidity to meet the full obligation.

3. Regulatory Compliance: Immediate transfer of failed payments ([0.06 Cr) to a designated escrow
account as per SEBI circular (Nov 18, 2024).

4. Technical vs Credit Event: Clarified that minor payment failures were due to external data issues
(IFSC/Closed accounts), not insolvency.

Key Drivers of
Change

Rated Instruments Tier-1l Bonds (ISIN: INE735W08020): [15.24 Cr, Rated CARE A; Stable

Strengths:
1. Strong willingness to pay evidenced by on-time remittance of 99.6% of dues.
2. Robust operational systems to identify and isolate technical payment failures immediately.
Key Observations 3. Adherence to SEBI's strict escrow norms for unclaimed/failed bond payments.
Risks/Concerns:
4. Data Integrity: Minor friction in investor master data management (incorrect IFSC/account details).
5. Potential for "Technical Default" headlines, though CARE has explicitly negated this risk here.

Leverage: Neutral; successful servicing of Tier-ll capital maintains the bank's capital structure integrity.
Liquidity: Positive; confirms the bank is not facing cash flow stress to meet maturing debt obligations.

Risk Premium: Low; the clarification prevents an unjustified spike in the bank's cost of funds or equity
risk premium due to "perceived" default.

Investor Impact

Same Agency: CARE maintained the 'Stable' outlook and 'A' rating. The review was triggered by a
specific payment event.
Agency | Cross Drivers: Financials remain aligned with the previous full rating exercise; this update focuses purely on
Analysis debt servicing conduct and liquidity.
Conclusion: Improvement in Transparency. The bank's proactive handling of technical failures
reinforces credit discipline.

Real Improvement in Operational Credibility. While the headline shows "failed payments," the
Final Inference underlying cause is 100% technical/external. The bank’s liquidity and solvency remain intact, making this
a "non-event" for long-term equity holders.



