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Initial Ratings

Ratings may be initiated at any rating level, including the default category ‘IND D’. While the
vast majority of new ratings are assigned on a Stable Outlook, in line with the large majority of
existing ratings on a Stable Outlook at any given time, new ratings may also be initiated with a
directional (Positive, Negative or Evolving) Rating Watch or Outlook. In case of an outstanding
default rating, India Ratings and Research (Ind-Ra) will follow the principles laid out in the
criteria report titled ‘Distressed Debt Exchange’ in tandem with the RBI guidelines outstanding
from time to time.

Ind-Ra is asked on occasion to assign initial ratings to companies that are in the process of
accessing the bond markets for the first time to address their refinancing needs.

In some cases, these companies' profiles will be materially affected by the success or failure of
the proposed bond issue. The general principle can be applied anywhere in the rating scale
where the magnitude of an immediate credit challenge is meaningful.

Assigning Initial Ratings to Issuers Engaged in Restructuring

The approach Ind-Ra takes for such cases will be guided by the following considerations,
where, for the sake of simplicity, two potential rating outcomes exist, depending on the success
of the proposed bond issue:

Higher Initial Rating: An issuer may be rated at the higher level, on Rating Watch Negative
pending resolution of the challenge (e.g. completion of refinancing), where the issuer’s rating is
otherwise stable and a successful resolution of this issue is the only material weakness, and
where the company has a tenable alternative source of funding (e.g. Ind-Ra believes there are
strong prospects that bank lending could be sourced).

As a litmus test, the agency would be able to positively answer the question: “Had the issuer
already been assigned ratings in a previous year, would the company have been rated at the
higher level, and moved to Rating Watch pending the refinancing?”

Lower Initial Rating: An issuer may be initially rated at the lower level, and placed on Rating
Watch Positive/Evolving pending resolution of the challenge (e.g. completion of the
refinancing), where the issuer is trending up from a weaker profile — from a liquidity or a
financial performance perspective — and resolution is expected shortly.

Using the same litmus test, had ratings been assigned the previous year, the agency would
most likely have rated such an issuer at the lower level, and then moved to Rating Watch
Positive/Evolving when the company announced a plan to put the operations or capital
structure on a more stable footing.

Exceptions to Refinancing Assumptions: Rarely, an issuer may be initially rated at the
higher level on a Stable Outlook, with the comment that successful completion of the bond is
necessary to maintain the rating level. This would apply only where execution risk is unusually
and exceptionally low on the refinancing — e.g. through some form of forward sale agreement
or committed underwriting of the bond, or where the company has firm parental support that
commits the parent to make good on funding if a bond sale fails.
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ALL CREDIT RATINGS ASSIGNED BY INDIA RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS
AND DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS
LINK:  HTTPS://WWW.INDIARATINGS.CO.IN/RATING-DEFINITIONS. IN  ADDITION, RATING
DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S
PUBLIC WEBSITE WWW.INDIARATINGS.CO.IN. PUBLISHED RATINGS, CRITERIA, AND
METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. INDIA RATINGS' CODE OF
CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE,
AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE
OF CONDUCT SECTION OF THIS SITE.

Copyright © 2016 by Fitch Ratings, Inc., Fitch Ratings, Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004.Telephone: 1-800-753-
4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except by permission. All rights
reserved. In issuing and maintaining its ratings, India Ratings and Research (Ind-Ra) relies on factual information it receives from issuers and
underwriters and from other sources Ind-Ra believes to be credible. Ind-Ra conducts a reasonable investigation of the factual information
relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that information from independent sources,
to the extent such sources are available for a given security or in a given jurisdiction. The manner of Ind-Ra's factual investigation and the
scope of the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and
practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and nature of relevant
public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications such as
audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by
third parties, the availability of independent and competent third-party verification sources with respect to the particular security or in the
particular jurisdiction of the issuer, and a variety of other factors. Users of Ind-Ra's ratings should understand that neither an enhanced factual
investigation nor any third-party verification can ensure that all of the information Ind-Ra relies on in connection with a rating will be accurate
and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the information they provide to Ind-Ra and to the
market in offering documents and other reports. In issuing its ratings Ind-Ra must rely on the work of experts, including independent auditors
with respect to financial statements and attorneys with respect to legal and tax matters. Further, ratings are inherently forward-looking and
embody assumptions and predictions about future events that by their nature cannot be verified as facts. As a result, despite any verification
of current facts, ratings can be affected by future events or conditions that were not anticipated at the time a rating was issued or affirmed.

The information in this report is provided “as is" without any representation or warranty of any kind. An Ind-Ra rating is an opinion as to the
creditworthiness of a security. This opinion is based on established criteria and methodologies that Ind-Ra is continuously evaluating and
updating. Therefore, ratings are the collective work product of Ind-Ra and no individual, or group of individuals, is solely responsible for a
rating. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned. Ind-Ra is not
engaged in the offer or sale of any security. All Ind-Ra reports have shared authorship. Individuals identified in a Ind-Ra report were involved
in, but are not solely responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a
Ind-Ra rating is neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its
agents in connection with the sale of the securities. Ratings may be changed or withdrawn at anytime for any reason in the sole discretion of
Ind-Ra. Ind-Ra does not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings
do not comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability
of payments made in respect to any security. Ind-Ra receives fees from issuers, insurers, guarantors, other obligors, and underwriters for
rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases,
Ind-Ra will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a
single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment,
publication, or dissemination of a rating by Ind-Ra shall not constitute a consent by Ind-Ra to use its name as an expert in connection with any
registration statement filed under the United States securities laws, the Financial Services and Markets Act 2000 of the United Kingdom, or the
securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Ind-Ra research may be
available to electronic subscribers up to three days earlier than to print subscribers.
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