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FITCH RATINGS

Fitch Ratings publishes credit ratings that are forward-looking opinions on the relative ability of an entity or obligation
to meet financial commitments. Issuer default ratings (IDRs) are assigned to corporations, sovereign entities, financial
institutions such as banks, leasing companies and insurers, and public finance entities (local and regional governments).
Issue level ratings are also assigned, often including an expectation of recovery and may be notched above or below the
issuer level rating. Issue ratings are assigned to secured and unsecured debt securities, loans, preferred stock and other
instruments.

Credit ratings are indications of the likelihood of repayment in accordance with the terms of the issuance. In limited
cases, Fitch may include additional considerations (i.e. rate to a higher or lower standard than that implied in the
obligation’s documentation).

Ratings assigned by Fitch are opinions based on established, approved and published criteria.
WHY FITCH?
Fitch Ratings is committed to maintaining the highest degree of analytical excellence through persistent analyst

development and the publication of meaningful research to credit market participants.

Analytical Longevity and Experience ¢  Average of 15-20 years credit and/or industry experience amongst senior analysts

e Analyst experience and Fitch’s forward-looking methodology foster increased

Rating Through the Cycle O

e  Fitch deploys well-tested models and comprehensive data with independent

LT A T insight to consider every angle of an entity or transaction

e Fitch offers detailed commentary through comprehensive compendiums, sector
In-Depth Research reports, & topical publications
e« Widespread readership and praise amongst the investor community

e Proactive “Analyst-to-Investor” dialogue via conferences, roundtables, sell-side

Frequent Investor Interaction ) )
events and ad-hoc one-on-one discussions

o  Fitch has one of the lowest “credits-per-analyst” ratios in the industry

I G e e Itallowsfor greater responsiveness while spending more to time to analyze each credit

Customer Service, Flexibility e  Fitch understands the time and cost constraints of transacting parties and is
and Cost Benefit dedicated to fulfilling the business requirements of issuers and bankers alike
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PRIVATE CREDIT COVERAGE AT FITCH
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WHAT ISAPRIVATE RATING?

Investors who are considering a private rating from Fitch can obtain a point-in-time, preliminary IDR.
In addition, investors can also elect to receive an Indicative Rating (IR) whereby Fitch will also provide an instrument/issue
rating on any outstanding or future debt issues in addition to the IDR.

Furthermore, Fitch will undertake annual long-term surveillance (a Private Monitored Rating, PMR) whereby it will

undertake maintenance and monitoring of the rating and surveillance coverage on all outstanding long-term debt and bank
loan facilities.

Fitchusesthe sameratingscale and criteriafor private ratings as it does for public ratings. However, unlike public ratings,
private ratings are not published and are only provided in the form of a rating letter. Whilst not intended for public
disclosure, under current ESMA regulations, the recipient of a private rating may, however, share the rating with a limited
number of third parties and on a strictly confidential basis - as long as such disclosure does not correspond to public
disclosure or distribution by subscription - to ensure that the private rating is not disclosed further.

WHAT IS A CREDIT OPINION?

Credit Opinions (COs) differ from Credit Ratings in that the assessment process is narrower in scope, both in terms of the
information relied upon and how the CO is communicated and disseminated. COs use a published rating scale, but either
omit certain analytical characteristics of a rating, or meet the characteristics of a lower standard. Credit Opinions are
indicated using a lower-case letter symbol combined with either an ™ (e.g. ‘bbb+"’) or (cat) suffix to denote the opinion
status. While COs are typically point-in-time, and are not monitored, they may have a directional Watch or Outlook
assigned (Analytical COs only), which can signify the trajectory of the credit profile.

Model-Based COs are an alternative to ACOs, and were introduced to support the development of Middle
Market/Private Credit CLOs in Europe. Like ACOs, MBCOs are private, point-in-time, credit designations and typically
used as inputs into Middle Market / Private Credit CLO ratings. The Fitch Ratings Corporate Credit Opinion Model
utilises an ordinal logistic regression model in its core to predict an IDCO and applies multiple overlay rules to reflect
business judgement. Rating analysts may apply further adjustments outside the model, based on additional information

and expert judgement including a qualitative analytical overlay and peer group benchmarking before the final IDCO is
determined.
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OVERVIEW OF FITCH PRIVATE RATING PRODUCTS

Fitch provides investors with a number of alternative rating approaches when considering a first-time rating engagement:

Model-Based
Credit Opinion (NEW)

Rating
Product

Analytical Credit
Opinion

Private Monitored
Rating

Point-in-Time Rating

Indicative Rating

e An Indicative o Asingle, one-off o A point-in-time ¢ A point-in-time » Non-public
Issuer Default Analytical Credit preliminary preliminary rating financing
Descrioti Credit Opinion, Opinion of the ratingof the of the Issuer transactions, e.g.
searfgel generated by Issuer Default Issuer Default Default Rating U.S. Private
Fitch's model Rating Rating and instrument/ Placement
e Instrument/ e Instrument/ e No issue rating e IDR+
|ssue rating |ssue rating instrumel’]t/issue inStrument/
rating provided issue rating
Public or e Private  Private e Private « Private * Private
Private
Publishedon ° \° *No *No «No «No
Website
» Not e Not » Notintended » Not e Limited
. intended for intended for for disclosure intended for
Distribution s |osure disclosure disclosure
Monitored * No, point in time * No, point in time * No, point in time * No, point in time o Yes
Notch- * No ¢ No *No e Yes e Yes
Specific
Outlook * No e Yes * Yes e Yes * Yes
Output  Ratingoutcome only Ratingoutcomeonly  Confidential Rating Confidential Rating Confidential Rating Letter
MBCO inwriting ACO inwriting BT LSS IDR and Instrument in writing
IDRinwriting IDR and Instrument in

writing

Credit Opinions (COs) are not ‘ratings’ in the traditional sense, however they go through a credit committee process. COs often originate from
Asset Manager requests or third-party investors seeking an independent credit view

Fitch Ratings | Ratings for Private Credit Quick Reference Guide (EMEA) -4




25 1,000+ 16 1,400+ 34

Direct Lenders Middle Market Middle Market Global Corporate Rated BDCs &
Use Fitch Credit Opinions CLO Managers Issuers Private Asset Managers
COs

BENEFITS OF A PRIVATE RATING

A Private Rating from Fitch increases the marketability of non-public financing transactions as well as helps regulated
investors, such as insurers benchmark internal credit assessments (as required by the UK authorities, and suggested for
alternative assets by the International Association of Insurance Supervisors). Private ratings can also help investors improve
their modelling outcomes where there is a lack of internal data. In certainjurisdictions a Private Rating may be used by
banks for regulatory capital purposes in relation to credit risk under the Basel Il Framework, and increasingly in relation
to mitigating the Basel “output floor”.

Fitch delivers superior service by providing:

e Industry expertise across asset classes including Corporates, Infrastructure & Project Finance and
Commercial Real Estate

e Timely feedback
e Transparency in the rating process

FINAL BASEL Il OUTPUT FLOOR MAKES RATINGS MATTER FOR CAPITAL OPTIMISATION

From 2023 modelled capital estimates are floored to standardised metrics - which means the use of ratings is vital to optimise
capital adequacy ratios.

B Increase due to Output Floor

80

70

60 -

50

40

Risk Weights

30 +

20 -

10 -

Pre-Floor Corporate Post-Floor "A" Rated Post-Floor Rated "BBB"
Modelled

Fitch Ratings | Ratings for Private Credit Quick Reference Guide (EMEA) -5



SECTOR COVERAGE FOR EMEA PRIVATE RATINGS AND CREDIT OPINIONS

Diversified Services
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INFORMATION REQUIREMENTS FOR PRIVATE MONITORED RATINGS & CREDIT OPINIONS
Private Analytical Model-Based
Required Documents Monitored Credit Credit
Rating Opinion Opinion
Deal . Detailed capital structure including preferred equity, mezzanine and X X X
Information
sub-debt
¢ Lender Presentation/bank Book/Info Memo with clearly stated Sources X X X
and Uses table. If unavailable, other investment/sponsor presentations
should be provided
Financials e Audited financials (3 years or more) * X X X
e Current & prior interim financials (monthly, quarterly or semi-annual) X X X
e Projections X X
e Quality of earnings report (if available) X X
¢ MD&A X X
Legal e Credit agreement, inter-credit agreement and other related debt X X X
Documents documents
e Otherrelated debt documents including stock/preferred equity X
agreements, Mezzanine or other sub-debt documentation
e Amendment documents X X X
e  Last two covenant compliance certificates X X X
Documentation «  Management service agreement X X
forHealthcare . peficit funding agreement X X
PPME e Stock transfer restriction agreement X X
Structures X X

e Anyadditional documents related to PPME structure as defined in the
“PC Documents”

*Annual financial statements for Private Ratings & ACOs should be audited by an accounting firm that is registered with the Public Company Accounting Oversight Board (PCAOB) and
be in good standing with the PCAOB. In the event that audited financial statements are not available for the initial rating (for example a spin out from a larger conglomerate). It is
expected that the future audited statements would be audited by a PCAOB registered accounting firm, and a Quality of Earnings should be provided in place of the audit. Confirmation
required from requestor that financials will be audited over the next 12 months before analytical work commences.
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CONTACTS

David Fewtrell

Senior Director, Head of Direct Lending and Private Debt

Corporates and Infrastructure

Business & Relationship Management
Direct Tel. +44 (0) 20 3530 1067

Email: david.fewtrell@fitchratings.com

www.fitchratings.com/private-credit
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