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Unique Transactions Scrutinized

Unique or Complex Transactions: Transaction screening committees (TSC) are cross-
disciplinary committees that screen new securities or issuers early in the rating process. The
primary purpose of the TSC is to determine the feasibility of assigning a rating to a new security.
Committees are selected from a designated pool of senior members of India Ratings &
Research (India Ratings) analytical groups and Credit Policy group.

Transactions Serve Economic Purpose: India Ratings does not rate transactions that exist
solely for tax and/or accounting considerations. India Ratings reviews and declines to rate
transactions whose only motivation appears to be tax avoidance. India Ratings has no reason
to believe that these transactions are illegal; generally, these types of structures are not
suitable for a rating from India Ratings.

Arm’s Length Transactions: India Ratings role is to provide opinions on the credit quality of
capital markets transactions that are executed on an arm’s length basis and have discernable
economic substance. Analysts are asked to be watchful for transactions that exist solely to
promote tax avoidance and/or to achieve a desired financial statement result.

Review of Unique Securities or Complex Transactions

India Ratings TSC process will review any proposal for rating a new security type or a
transaction with a complex or unique feature. India Ratings defines a new security as an
innovative or highly complex security or one that lacks robust data on the underlying assets of
the security.

A new security includes:

e  Structures that consist of a new asset class or an asset class without an empirically based
model.

e A transaction that lacks a pre-existing methodology or deviates materially from existing
methodologies or models.

e Complex transactions with unusual structural features; those proposed in sectors
undergoing structural changes and/or high credit stresses; and those proposed by unrated
or financially weak seller/servicers.

A TSC is a cross-disciplinary committee to determine the feasibility of assigning a rating to a
new security, as defined above. The TSC is not a substitute for the normal rating process but
rather a first step to determine whether a full rating process shall be commenced. Each
committee will be selected from a designated pool of senior members of India Ratings
analytical and Credit Policy groups. TSCs are coordinated by group credit officers (GCO) for
the group seeking to convene a TSC. The GCO will select the quorum members having the
skill sets most relevant for the issues under discussion.

The TSC will undertake a review of the relevant parties to the transaction (e.g. the sponsors,
issuers, arrangers, and bankers, among others), including their financial capacity and
experience, as well as supporting legal and accounting documents. If any of the parties will
provide ongoing services to the transaction or performance of the transaction is subject to the
performance of any of the key parties, such factors will be noted and incorporated into the
review process.
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Unique or Complex Transactions Defined

India Ratings prohibits any assignment of ratings to transactions that exist solely for tax and/or
accounting considerations without serving a fundamental economic purpose. The TSC
determines whether the new security or transaction is in full conformity with these policies.

Typical features of transactions that may require additional scrutiny include:

Lack economic substance or business purpose.

Designed or used primarily for questionable accounting, regulatory, or tax objectives,
particularly when the transactions are executed at year end or at the end of a reporting
period for the customer.

Raise concerns that the client will report or disclose the transaction in its public filings or
financial statements in a manner that is materially misleading or inconsistent with the
substance of the transaction or applicable regulatory or accounting requirements.

Involve circular transfers of risk (either between the financial institution and the customer or
between the customer and other related parties) that lack economic substance or business
purpose;

Involve oral or undocumented agreements that, when taken into account, would have a
material impact on the regulatory, tax, or accounting treatment of the related transaction or
the client’s disclosure obligations.

Have material economic terms that are inconsistent with market norms (e.g., deep “in the
money” options or historical rate rollovers).

Provide the financial institution with compensation that appears substantially
disproportionate to the services provided or investment made by the financial institution or
to the credit, market, or operational risk assumed by the institution.

If a transaction structure raises questions, analysts are encouraged to consult with their group
credit officer and/or the Legal department to consider a TSC.
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ALL INDIA RATINGS CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP:/INDIARATINGS.CO.IN/ UNDERSTANDING CREDIT RATINGS. IN ADDITION, RATING DEFINITIONS
AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB
SITE AT WWW.INDIA RATINGS.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 © 2012 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries. One State Street Plaza, 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 relies on factual information it receives from issuers and underwriters and from other
sources India Ratings believes to be credible. India Ratings 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. The manner of India Ratings 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 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, and a variety of other factors. Users of India Ratings’s rating should understand that
neither an enhanced factual investigation nor any third-party verification can ensure that all of the
information India Ratings 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 India Ratings
and to the market in offering documents and other reports. In issuing its ratings India Ratings 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. A
rating provided by Indian Ratings is an opinion as to the creditworthiness of a security. This opinion is
based on established criteria and methodologies that India Ratings is continuously evaluating and
updating. Therefore, ratings are the collective work product of India Ratings 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. India Ratings is not engaged in the offer or sale
of any security. All India Ratings reports have shared authorship. Individuals identified in a India Ratings
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 India Ratings 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 any time for any
reason in the sole discretion of India Ratings. India Ratings 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. India Ratings receives fees from issuers,
insurers, guarantors, other obligors, and underwriters for rating securities. In certain cases, India Ratings
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. The assignment, publication, or dissemination of a rating by
India Ratings shall not constitute consent by India Ratings 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 of 2000 of Great Britain, or the securities laws of any particular jurisdiction. Due to the relative
efficiency of electronic publishing and distribution, India Ratings research may be available to electronic
subscribers up to three days earlier than to print subscribers.
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