This policy document stands superseded. Refer to ICRA's website www.icra.in to view the
updated policy document on this subject.
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Policy in respect of non-cooperation by a rated entity

This document updates and supersedes ICRA’s earlier policy on this subject, published in August 2019. This
amended policy incorporates the specific requirements for the ‘Issuer Not Cooperating’ (INC) ratings
prescribed by the Securities and Exchange Board of |India (SEBI) vide its circular
SEBI/HO/MIRSD/CRADT/CIR/P/2020/2 issued on January 3, 2020 and the subsequent clarifications
provided by SEBI.

Overview

ICRA’s credit ratings are a symbolic representation of its opinion on the relative credit risk associated with
timely debt servicing by an entity. The rating approach involves evaluating the ability of the rated entity to
generate cash from operations, the predictability of such cash flows and assessing their adequacy to meet
the debt servicing obligations over the tenure of the rated instrument. This entails analysing the riskiness of
the industry in which the entity operates, the entity’s own business position, its exposure to financial risks,
the entity’s future business plans, besides the management quality and the governance practices followed.

For undertaking the above analysis, ICRA relies on public information as well as non-public information, the
source for the latter primarily being the rated entity itself. ICRA enters into a written agreement with the rated
entity that seeks a credit rating for its borrowing limits/ debt obligations. As per the terms and conditions of
the written agreement, the rated entity is required to furnish information and clarifications as may be
periodically required by ICRA to monitor the assigned credit rating throughout the lifetime of the borrowing
limits/ debt obligations. The rated entity is expected to provide to ICRA accurate, bonafide, adequate and
timely information as required for assigning and/or monitoring the credit risk.

What is the approach taken by ICRA in the case of non-cooperation by the rated entity?

Situations may arise at times when ICRA is unable to monitor the credit quality of a rated entity because of
non-cooperation by it in terms of sharing adequate information or not giving an opportunity to discuss the
business performance and future plans with the management, despite reminders from ICRA. This makes it
difficult to take a reliable credit rating decision. In addition, situations may arise where the rated entity does
not adhere to the commercial terms of the written agreement with ICRA.

However, even under the above situations, ICRA continues to review such ratings on an ongoing basis
throughout the instrument’s lifetime, or until such ratings are withdrawn, on the basis of best available
information. The rating action as well as any relevant update on the entity is disseminated via a rating
rationale on ICRA’s website. To caution lenders, investors and market participants, the credit rating symbol
in the rating rationale for such entities is accompanied by the suffix “ISSUER NOT COOPERATING” in the
same font size as the rating symbol, followed by an asterisk mark, with a description spelt out separately and
read as “Issuer did not cooperate; Based on best available information*”.

What does a rating symbol accompanied by the suffix “ISSUER NOT COOPERATING” signify?

A rating symbol that is accompanied by the suffix “ISSUER NOT COOPERATING” signifies that the rating is
based on limited or no updated information on the entity’s performance since the time it was last assessed
comprehensively. For such ratings, the lenders, investors and other market participants are thus advised to
exercise appropriate caution while using the rating, as it may not adequately reflect the credit risk profile of
the entity. The entity’s credit profile may have changed to an extent, not represented by the rating symbol. A

1 This is in line with the SEBI circular SEBI/HO/MIRSD/MIRSD4/CIR/P/2017/28 dated March 31, 2017
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rating symbol that is accompanied by the suffix “ISSUER NOT COOPERATING” can also signify non-
adherence to the commercial terms as per the written agreement with ICRA.

Rating action taken by ICRA in case of non-cooperation by the rated entity

When the No Default Statement is not submitted by the rated entity

To enable timely recognition of default, ICRA seeks a ‘No Default Statement’ (NDS) from the rated entities
on a monthly basis. In case an entity fails to submit the NDS in a given month (confirming on timely debt
servicing in the previous month) in a timely manner, ICRA places the ratings of such entities under review
and discloses their names on its website www.icra.in. If the entity fails to submit the NDS even in the
subsequent month, ICRA may take a rating action on such entity including but not restricted to moving the
rating to the INC category.

When an investment grade entity (marked as INC) remains persistently non-cooperative for over six
months

If an entity has an investment grade rating outstanding while being persistently non-cooperative with ICRA
for more than six months, its rating is necessarily downgraded to the non-investment grade. The rating
symbol in such cases would continue to reflect the INC status. This is applicable w.e.f. July 01, 2020 and is
as prescribed by SEBI vide its circular SEBI/HO/MIRSD/CRADT/CIR/P/2020/2 dated January 3, 2020 and
the subsequent clarifications from SEBI®.

Extent of downgrade under various scenarios

Scenario

Rating Action

When only partial information is
available, but there are reasons to
believe that the credit quality of the
entity has weakened since last
assessed

Rating downgraded: The severity of the downgrade would
depend on ICRA’s assessment of the entity’s credit quality
based on information available on a best effort basis. The users
of the rating should exercise caution as despite the downgrade,
the rating may still not adequately reflect the credit risk profile
of the entity.

When no information or only partial
information is available, and it is
difficult to form a reliable opinion
on the credit quality of the entity

Rating may or may not be downgraded: ICRA would assess
the extent to which the lack of information creates an
uncertainty regarding the entity’s performance and hence its
credit risk. Accordingly, ICRA would consider whether the rating
of the entity could be retained or needs to be suitably
downgraded depending on the extent of information available
commensurate with the rating®. Also, the users of the rating
should exercise caution as the rating, whether retained or
downgraded, may still not adequately reflect the credit risk
profile of the entity.

When there is lack of information
overall, but it becomes known that
the entity is defaulting on debt
obligations

Rating downgraded to the Default category: This would be
as per ICRA’s Policy on Default Recognition available at
www.icra.in.

2 An INC rating in the investment grade may be downgraded to the non-investment grade even before the passage
of six months of persistent non-cooperation, depending on the merits of the case.

3It may be noted that with prolonged non-cooperation, it is likely that the uncertainty around the entity’s performance
increases further because of persistent lack of information. Thus, the rating may be subjected to a further

downgrade, if the circumstances so merit.
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What is the approach taken in case an entity has a history of non-cooperation with other credit
rating agencies?

In case an entity approaches ICRA for a credit rating, having not cooperated with all other credit rating
agencies (CRAs) with whom it has any rating outstanding, ICRA will examine whether the entity’s rating from
all the other CRAs has persistently remained in the INC category for 12 months” or more.

»  If the entity’s rating from all the other CRAs has persistently remained in the INC category for 12
months or more, ICRA would not carry out the rating assignment until the entity resumes cooperation
with any of the other CRAs or its ratings with INC status are withdrawn by all the other CRA®.
Exception: In case of securities, ICRA would not carry out the rating assignment until the entity
resumes cooperation with any of the other CRAs or there is evidence that the entity has made a
request to all the other CRAs to withdraw its rating (duly acknowledged by all the other CRAS). The
latter would be subject to the rating for the entity’s securities being eligible® to be withdrawn by the
other CRAs.

»  If 12 months of persistent non-cooperation with all the other CRAs are yet to expire, ICRA may carry
out the rating assignment and the rating rationale that shall be published by ICRA as part of the
rating assignment would disclose, inter alia, the reasons for non-cooperation by the entity with the
other CRA(s). As per the terms of the written agreement, the rated entity is required to disclose to
ICRA, the history and status of the rating from the other CRA, along with reasons for non-
cooperation.

If ICRA already has rating(s) outstanding for an entity, it would continue to surveil the ratings for the ongoing
borrowing facilities/ debt instruments and/ or assign ratings to its enhanced limits/ borrowing programme,
regardless of the entity’s non-cooperation status with the other CRAs.

4 The period of 12 months of non-cooperation by an entity with the other CRAs, during which ICRA might consider
undertaking the rating assignment for such entity would be linked to ICRA being able to complete the rating
assignment and publish the press release prior to the passage of 12 months. Example: If ICRA initiates the rating
exercise but is unable to conclude the assessment within 12 months of the INC press release of the other CRA,
then ICRA would not publish the press release, unless the entity resumes cooperation with any of the other CRAs
or gets its ratings withdrawn from all the other CRAs. The aforementioned is based on the clarifications provided
by SEBI.

5 This is applicable w.e.f. July 01, 2020 and is as prescribed by SEBI vide its circular
SEBI/HO/MIRSD/CRADT/CIR/P/2020/2 dated January 3, 2020 and the subsequent clarifications from SEBI.

6 The said eligibility criteria for the withdrawal of the rating of securities is as specified by SEBI. While the same is
articulated in ICRA’s Policy on Withdrawal and Suspension of Credit Ratings, it is reproduced below for ease of
reference.

“A credit rating for securities can be withdrawn subject to ICRA having rated the security continuously for five years
or 50% of the tenure of the security, whichever is higher. In such cases, the request for withdrawal from the rated
issuer should be accompanied by an undertaking that a rating is available on that security from another CRA.
However, when a security is rated by multiple credit rating agencies without a regulatory requirement for multiple
ratings, the rating can be withdrawn subject to ICRA having rated the security continuously for three years or 50%
of the tenure of the security, whichever is higher. The request for withdrawal from the rated entity should be
accompanied by an undertaking that a rating is available on that security from another CRA. In addition, in such
cases, ICRA should be provided with a No-objection Certificate (NOC) for withdrawal of rating from 75% of the
security holders of the debt outstanding.”

ICRA Rating Services Page 3 of 4




ICRA Rating Feature Policy in respect of non-cooperation by a rated entity

ICRA

ICRA Limited

CORPORATE OFFICE
Building No. 8, 2" Floor, Tower A; DLF Cyber City, Phase Il; Gurgaon 122 002
Tel: +91 124 4545300; Fax: +91 124 4050424
Email: info@icraindia.com, Website: www.icra.in

REGISTERED OFFICE
1105, Kailash Building, 11% Floor; 26 Kasturba Gandhi Marg; New Delhi 110001
Tel: +91 11 23357940-50; Fax: +91 11 23357014

Branches: Mumbai: Tel.: + (91 22) 24331046/53/62/74/86/87, Fax: + (91 22) 2433 1390 Chennai: Tel + (91 44)
2434 0043/9659/8080, 2433 0724/ 3293/3294, Fax + (91 44) 2434 3663 Kolkata: Tel + (91 33) 2287 8839 /2287
6617/ 2283 1411/ 2280 0008, Fax + (91 33) 2287 0728 Bangalore: Tel + (91 80) 2559 7401/4049 Fax + (91 80)
559 4065 Ahmedabad: Tel + (91 79) 2658 4924/5049/2008, Fax + (91 79) 2658 4924 Hyderabad: Tel +(91 40)
2373 5061/7251, Fax + (91 40) 2373 5152 Pune: Tel + (91 20) 2556 1194/0195/0196, Fax + (91 20) 25561231

© Copyright, 2020 ICRA Limited. All Rights Reserved.

Contents may be used freely with due acknowledgement to ICRA.

All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable.
Although reasonable care has been taken to ensure that the information herein is true, such information is provided
‘as is' without any warranty of any kind, and ICRA in particular, makes no representation or warranty, express or
implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group
companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or
opinions that may be inconsistent with the data, analyses and/or opinions presented in this publication. All
information contained herein must be construed solely as statements of opinion, and ICRA shall not be liable for
any losses incurred by users from any use of this publication or its contents.
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