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Policy on Provisional Ratings 
 
 

India Ratings’ (Ind-Ra) Policy on Provisional Ratings is compliant with Securities and Exchange Board of India 

(SEBI) circular dated 27 April 2021 on “Standardizing and Strengthening Policies on Provisional Rating by Credit 

Rating Agencies (CRAs) for Debt Instruments” and various clarifications received from SEBI on the circular. 

 

1. Assignment of Provisional Ratings  

Where a rating is prefixed as [Provisional], it indicates that the rating has been assigned based on the agency’s 

expectations regarding the final documentation or certain steps pending, typically based upon a review of the draft 

documentation provided by the issuer.  

 

A rating may be assigned as provisional, when it is contingent upon occurrence of the following steps or 

execution of following documents, as applicable:  

 

a. execution of a letter of comfort, corporate guarantee, or other forms of explicit third-party support;  

b. execution of documents such as debenture trust deed/ debenture trustee agreement, legal agreements/ 

opinions, representations and warranties, final term sheet;  

c. assignment of loan pools or finalisation of cash flow escrow arrangements;  

d. setting up of a debt service reserve account;  

e. opening of an escrow account; or  

f. For a proposed Real Estate Investment Trust (REIT) or Infrastructure Investment Trust (InvIT), pending 

formation of a trust - only after receipt of SEBI Registration. However, the process of obtaining rating may 

commence at the stage of the sponsor filing with SEBI for the registration of the Trust, subject to 

declaration from the sponsor to this effect being submitted to the credit rating agency. 

Provisional ratings are not conditional upon the receipt of further analytical information. By the time a provisional 

rating is assigned to a transaction, no change is anticipated to that opinion other than in exceptional circumstances. 

While provisional ratings typically convert to final ratings within a short time, determined by timing of transaction 

closure, in the period between assignment of a provisional rating and a final rating, provisional ratings may be 

raised, lowered or placed on Rating Watch or withdrawn, as with final ratings.  

 

Ind-Ra shall not assign a rating, including provisional rating, for an issuer evaluating strategic decisions, such as 

funding mix for a project, acquisition, debt restructuring, scenario-analysis in loan refinancing, etc. For the sake 

of clarity, Ind-Ra will continue assigning ratings to any debt instruments/ issuer even in aforesaid situations, 

provided this does not involve scenario-based ratings. 

 

2. Validity Period  

A. Issued Instruments  

a. The provisional rating shall be converted into a final rating within 90 days from the date of issuance of 

the debt instrument. The final rating assigned after the end of 90 days shall be consistent with the 

available documents or completed steps, as applicable. In case of REIT / InvIT, the validity period shall 

be computed from the completion of fund raising and the issuance of units. 

b. An extension of 90 days may be granted on a case-to-case basis by the rating committee(s), based on 

confirmation from the issuer that the pending steps/ execution to documentation will be completed 

before the extended validity period. At the end of the extended validity period, the outstanding 

provisional rating will be necessarily converted to a final rating, by factoring in the status of the 

pending steps/ execution to documentation. Such ratings may be different from the outstanding 

provisional ratings. 

c. No provisional rating will be assigned to a debt instrument upon the expiry of 180 days from the date of 

its issuance. In such cases,. only a final rating can be assigned. 
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B. Proposed Instruments  

a. For proposed instruments, i.e. those instruments which are yet to be issued, the provisional rating will 

be reviewed as per scheduled rating review or earlier based on continuous surveillance. 

b. The provisional rating will be reviewed immediately in case of any material changes in the terms of the 

proposed instrument and a revised rating will accordingly be published. 

3. Disclosures 

A rating action commentary (RAC) would include the following disclosures while assigning provisional ratings:  

 

a. Pending steps/ documentation considered while assigning provisional rating  

b. Risks associated with the provisional nature of the credit rating, including risk factors that are present in the 

absence of completed documentation / steps  

c. Rating that would have been assigned in the absence of the pending steps/ documentation considered while 

assigning provisional rating. In cases where the absence of said steps/ documentation would not result in 

any rating being assigned by Ind-Ra (for instance, in case of provisional rating for REIT/ InvIT pending 

formation of trust or for structure finance ratings), the same shall be specified in the RAC.  

d. While assigning provisional rating to a debt instrument proposed to be issued, the RAC shall specify that in 

case the debt instrument is subsequently issued, the provisional rating would have to be converted into final 

rating as per the validity period.  

e. While assigning provisional rating to an issued debt instrument, the RAC shall specify the rating and 

timeline implications as per the validity period.  

f. In case of provisional ratings for [REIT/INVIT]  

I. the broad details of the assets that are proposed to be held by the REIT/ InvIT, the proposed capital 

structure, etc.  

II. Ind-Ra has received an undertaking from the sponsor stating that the key assumptions (relating to the 

assets, capital structure, etc.) are in consonance with the details filed by the sponsor with SEBI.  

III. In case of a change in provisional rating due to a change in the aforesaid key assumptions, the RAC 

shall state that the rating is based on a declaration from the issuer that similar changes have been made 

in the filing with SEBI. 

4. Unaccepted Provisional Ratings 

In case a provisional rating assigned is not accepted by the issuer (or sponsor, in case of REITs/InvITs), then the 

following supplementary disclosures shall be provided in the “unaccepted ratings” on the website:  

 

a. the details of the steps taken for assigning the provisional rating. For instance, in case of REITs/ InvITs, 

such disclosure shall contain the broad details of the assets to be housed under the trust, the proposed 

capital structure, etc.  

b. the rating that would have been assigned in absence of the said steps/ documentation 

5. Rating action in case of Material Changes to the Terms of the Transaction  

In case of material changes in the terms of the transaction after the assignment of the provisional rating and post 

the completion of the issuance, Ind-Ra may withdraw the existing provisional rating and concurrently, assign a 

fresh final rating in the same RAC, based on the revised terms of the transaction. In case where issuance is yet to 

happen, Ind-Ra may also directly withdraw the rating based on issuer request, as the instrument is yet to be issued. 

 

6. Applicability of the Policy 

The Policy is applicable from 15 June 2021 for all new rating assignments. All existing provisional ratings will 

adhere to the revised policy before 31 December 2021. 
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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 © 2021  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. 

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license 
no. 337123) which authorizes it to provide credit ratings to wholesale clients only.  Credit ratings information published by Fitch is not intended 
to be used by persons who are retail clients within the meaning of the Corporations Act 2001. 
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