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CARE REVISES THE RATING ASSIGNED TO THE UPPER TIER 1l BOND ISSUE OF

DHANLAXMI BANK LIMITED

Ratings
Facilities fmouint Ratings' | Remarks
(Rs. crore)
Upper Tier Il Bonds 27.50 CARED Revised from CARE BB
PP (Rupees Twenty Seven crore and Fifty lakh only) | [Single D] [Double B]

The rating of Upper Tier Il Bonds takes into account its sensitiveness to the bank’s Capital Adequacy Ratio (CAR) and
profitability during the tenure of the instrument. The ratings for the hybrid instruments factor in the additional risk arising
due to the existence of the lock-in clause in these instruments. Any delay in payment of interest/principal (as the case
may be) following the invocation of the lock-in clause, would constitute an event of default as per CARE’s definition of
default and as such, these instruments may exhibit a somewhat sharper migration of the rating compared to conventional

subordinated debt instruments.

Rating Rationale

The revision in the rating assigned to the Upper Tier Il bond issue of Dhanlaxmi Bank Limited (DBL) is on account of non-
payment of interest due to invocation of lock in clause following fall in CAR below regulatory requirement. As per the
terms of instrument, the issuing bank shall not be liable to pay either interest or principal in the event of CAR falling
below regulatory requirement. The bank reported a total Capital Adequacy Ratio (CAR) of 7.51% as on March 31, 2016,
which was below the regulatory requirement of 9.625%. Tier | CAR stood at 6.12% as on March 31, 2016 and regulatory

approval for payment of the interest has not been obtained.

Background

DBL is a Kerala-based small-sized private sector bank with its headquarters at Thrissur. Total assets of the bank stood at

Rs.12,426 crore as on March 31, 2016. The bank’s shares are listed and are widely held.

During FY16 (refers to the period April 1 to March 31), DBL reported after tax loss of Rs.209 crore on a total income of
Rs.1,281 crore. The loss was primarily on account of provision towards NPA and provision for superannuation benefits
relating to the VRS implemented in the years 2000 and 2004. Gross NPA and Net NPA stood at 6.36% and 2.78%
respectively as on March 31, 2016. The bank is in the process of mobilizing fresh equity to improve its capital adequacy

level and expects to complete the process by August 2016.
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CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.

Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from sources believed
by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor
and the financial strength of the firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans
brought in by the partners/proprietor in addition to the financial performance and other relevant factors.
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