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Ratings 

Facilities 
Amount 

(Rs. crore) 
Ratings

1
 Rating Action 

Long-term Bank Facilities 55.00 

CARE A (CE); Credit Watch with 
Negative Implications 

[Single A (Credit Enhancement); 
Credit Watch with Negative 

Implications] 

Revised from CARE A- (CE); Credit 
Watch with Negative Implications 

[Single A Minus (Credit 
Enhancement); Credit Watch with 

Negative Implications] 

Long/Short Term Bank 
Facilities 

65.00 

CARE A (CE)/CARE A2+ (CE); 
Credit Watch with Negative 

Implications 
[Single A (Credit Enhancement)/A 
Two Plus (Credit Enhancement); 

Credit Watch with Negative 
Implications] 

Revised from CARE A- (CE)/CARE 
A2+ (CE); Credit Watch with 

Negative Implications 
[Single A Minus (Credit 

Enhancement)/A Two Plus (Credit 
Enhancement); Credit Watch with 

Negative Implications] 

Long term Bank Facilities 
– Term Loans# 

- - Withdrawn 

Total 
120.00 

(Rs. One Hundred and 
Twenty Crore only) 

  

*backed by credit enhancement in the form of unconditional and irrevocable guarantee of Srei Equipment Finance Ltd (SEFL) 
The facilities were earlier backed by credit enhancement in the form of unconditional and irrevocable guarantee of Srei 
Infrastructure Finance Ltd (SIFL). 
#Backed by credit enhancement in the form of put option from SIFL 
 

Unsupported Rating 
2
 CARE BB/A4+ (Double B/A Four Plus) 

Note: Unsupported Rating does not factor in the explicit credit enhancement 
 
Detailed Rationale & Key Rating Drivers for the credit enhanced debt 
The aforesaid ratings for the bank facilities of Quippo Oil & Gas Infrastructure Limited (QOGIL) is primarily based on the credit 
enhancement in the form of ‘unconditional and irrevocable corporate guarantee’ extended by Srei Equipment Finance Ltd 
(SEFL, rated CARE A/CARE A2+; Credit Watch with Negative Implications for bank facilities) for the entire debt servicing 
obligation (i.e. payment of interest and/or other charges and principal repayment) during the full tenure of the facility. 
The revision in the ratings assigned to QOGIL follows a change in the credit enhancement provider. The facilities were earlier 
backed by credit enhancement in the form of unconditional and irrevocable guarantee of SIFL.  
CARE has withdrawn the rating assigned to the term loans with immediate effect, as the company has repaid the 
aforementioned term loan in full and there is no amount outstanding under the term loan as on date. 
 
Detailed Rationale & Key Rating Drivers of SEFL 
The ratings assigned to SEFL were on credit watch due to approval received from the Board of the company for transfer of 
Lending Business, Interest Earning Business & Lease Business ("Transferred Undertaking") of SIFL into SEFL. The businesses 
were to be transferred together with associated employees, assets and liabilities (including liabilities towards issued and 
outstanding non-convertible debentures issued by SIFL), as a going concern basis by way of slump exchange, for a lump sum 
consideration, without values being assigned to the individual assets and liabilities, which was to be discharged by SEFL by 
way of issue and allotment of equity shares of SEFL to SIFL ("Slump Exchange"). 
The Board of SEFL in its meeting held on December 31, 2019 has issued and allotted 1,93,56,415 equity shares of the 
company of face value Rs.10 each carrying a premium of Rs.481 each (around Rs.950 crore) to SIFL constituting the lump sum 
consideration for acquisition of the “transferred undertaking”. The scheme has been given effect with appointed date of 
October 1, 2019.  
SEFL in its working results for the quarter ended December 31, 2019 has given effect to the transfer of borrowings of 
Rs.12,121 crore and other liabilities of Rs.270 crore along with the transfer of loan assets of Rs.10,132 crore and other assets 
of  Rs.3,233 crore from SIFL in its books as on October 1, 2019.  

                                                           
1
Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications  

2
 As stipulated vide SEBI circular no SEBI/ HO/ MIRSD/ DOS3/ CIR/ P/ 2019/ 70 dated June 13, 2019 

http://www.careratings.com/
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However, the statutory auditor of SEFL has mentioned in the limited review report for the quarter ended December 31, 2019 
that SEFL has given impact to the slump exchange with effect from October 1 2019, though the consent from all lenders of 
SIFL has not been obtained. In the interim arrangement, loan repayments and interest payments, if any, being made by the 
borrowers of the transferred undertaking are being held by SIFL under a trusteeship like arrangement. Though the 
finalization of the above arrangement has not yet been completed, the transferred assets and liabilities have been 
aggregated with the assets and liabilities of SEFL. In view of the above, the final impact of this transfer on the Statement of 
Profit and Loss and Balance Sheet of SEFL is currently not ascertainable as per the auditor. 
In the absence of clarity on the validity of the transfer, CARE has assessed SEFL on the basis of its standalone performance 
(excluding the impact of the slump exchange) in the quarter and nine months ended Dec.31, 2019 (details as provided by the 
management which has not been subject to limited review).  
 
The revision in the ratings assigned to SEFL takes into account the continued subdued performance of the company in 
Q3FY20 (refers to the period October 1 to December 31) and 9MFY20 as compared to previous year. The profitability of SEFL 
had reduced significantly during Q1FY20 and CARE has been monitoring the developments with respect to profitability, 
strengthening of the balance sheet and improvement in asset quality. Though there has been reduction in total vulnerable 
assets (net NPA + repossessed assets + assets acquired in satisfaction of debt) q-o-q which had elevated significantly as on 
Mar.31, 2019, there has been no noteworthy improvement in profitability and asset quality which is not in line with CARE’s 
expectation. The ratings also take note of the subdued resource mobilisation scenario which has led to limited available 
liquidity cushion and reduced proportion of lower cost short term borrowings. 
Further, the ratings factor in the increase in higher ticket size exposures as on December 31, 2019 with top 20 loan accounts 
(including operating lease assets) contributing to about 35% of the loan book as against 26% as on Mar.31, 2019 without 
giving impact to the slump exchange indicating reduced granularity of the book. The company also has significant large ticket 
size exposures to companies under the same management which are in infrastructure/project implementation phase. 
The ratings continue to derive strength from experience of the company in construction and mining equipment (CME) 
financing segment, experienced of its promoters, well-established business network with large customer base, presence of 
the group in the industry across the value chain and adequate liquidity, though resource profile continues to remain 
concentrated. 
The ratings continue to remain on watch due to the uncertainty regarding the transfer of assets/liabilities and CARE will take 
a view on the ratings once clarity emerges on the same. The rating watch is with negative implications as the available 
merged accounts indicate reduced granularity of the book post slump sale conclusion as SIFL’s loan book was largely 
wholesale and had long tenure. Also, SIFL had significant advances to projects under the same management. The 
capitalisation and overall gearing on a combined basis is also expected to be weaker as compared to standalone SEFL. 
 
Rating Sensitivities 
Positive Factors 

 Improvement in profitability by reducing cost of borrowings, credit costs and opex cost. 

 Improvement in overall gearing to below 6x and overall CAR above 18% on a sustained basis. 

 Reduction in total vulnerable assets as a percentage of networth to below 30% on a sustained basis. 
Negative factors 

 Overall CAR going below 16.5% on a sustained basis 

 Total vulnerable assets to networth going above 50% 

 Further decline in profitability 

 Reduced granularity of the loan book. 

 Reduction in available bank lines impacting liquidity 
 
 
 
 
Key Rating Drivers of QOGIL 
The unsupported ratings assigned to QOGIL are constrained by the low profitability, weak capital structure and debt 
coverage indicators, foreign exchange fluctuation risk, high working capital intensity of operations and risk associated with 
tender based nature of operations. 
The rating, however, draws strength from experienced promoters, increasing scale of operations and reputed clientele of the 
company. 
 
Detailed description of the key rating drivers of SEFL 
Key Rating Strengths 
Experienced promoter group and management 
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SEFL commenced its present operations in January 2008, when SIFL transferred its equipment finance and leasing business to 
it on forming a 50:50 joint venture in SEFL with BNP Paribas Lease Group (BPLG). SIFL had experience of leasing and hire-
purchase/hypothecation financing of heavy construction equipment and financing of infrastructure related projects of about 
three decades.  
The promoters of SREI group, Mr Hemant Kanoria (Chairman) and his brother Mr Sunil Kanoria (Vice Chairman) have over 
three decades of business experience in the financial sector. The company also benefits significantly from the experience of 
its MD, Mr. D. K. Vyas. 
 
Well established business network 
The group has well established business network with 85 branches, 77 satellite locations across 21 states in the country. The 
group has 272 vendor & manufacturer partnerships along with 152 Srei Entrepreneur Partners. 
Furthermore, the group has presence across the value chain in construction and mining equipment industry. SEFL has 
established presence in the CME financing space and had an AUM of Rs.29,921 crore as on Mar.31, 2019. The company has 
also tied-up with number of lenders for co-lending. 
 
Key Rating Weaknesses 
Continued subdued profitability during 9MFY20 after witnessing substantial decline in Q1FY20 
SEFL achieved total income of Rs.3,101 crore in 9MFY20 vis-à-vis Rs.3,170 crore in 9MFY19. Interest/rental income was lower 
at Rs.2767 crore in the period (Rs.2922 crore in 9MFY19) due to de-growth in the loan book. However, with increase in other 
income, there was only marginal dip in total income. The finance cost had increased significantly in Q1FY20 and continued to 
remain high in 9MFY20 given subdued resource mobilization scenario and reduced short term lower cost borrowings to 
manage liquidity. With lower interest income and increase in finance cost, net interest income reduced from Rs.1,346 crore 
in 9MFY19 to Rs.1,036 crore in 9MFY20.  
The operating costs of the company reduced during the period due to various cost rationalization measures undertaken by 
SEFL. However, with significant decrease in net interest income and increase in provisions/write-offs during the period, the 
PAT decreased significantly from Rs.268 crore in 9MFY19 to Rs.135 crore in 9MFY20. Accordingly, interest spreads and return 
indicators also remained subdued. 
 
Continued stressed asset quality though improvement in 9MFY20 on a standalone basis 
The asset quality of SEFL on a standalone basis has witnessed improvement during 9MFY20, wherein, Gross and Net Stage III 
assets percentage stood at 5.89% and 3.89% respectively as on December 31, 2019 as against 8.38% and 6.70% respectively 
as on March 31, 2019. Total vulnerable assets to networth, however, continued to remain high at about 45% as on December 
31, 2019.  
 
Decline in AUM with increase in high ticket advances and exposure to related entities 
The disbursements made by SEFL were lower by 18% in FY19 from FY18 primarily to restrict growth for maintaining 
regulatory capital adequacy. Further, with liquidity crisis in the NBFC sector during H2FY19, resource mobilisation was also 
impacted. The disbursements to CME and used equipment segments continued to dominate overall disbursements at 76% in 
FY19 (84% in FY18). Ticket size of disbursements had increased leading to top 20 advances contributing to 26% of gross 
advances (incl. operating lease) as on March 31, 2019 as against 17% as on March 31, 2018. The same further increased to 
35% as on Dec.31, 2019 (without considering the impact of the slump sale) indicating reduced granularity of the book. 
The on-book disbursements were lower at Rs.8,411 crore in 9MFY20 (Rs.10,934 crore in 9MFY19) which is in line with 
management’s strategy to slow down disbursements in its books and focus on co-lending model going forward which would 
enable the company to conserve capital while maintaining market share. The disbursement through co-lending model was 
Rs.616 crore in 9MFY20 (Rs.86 crore in Q1FY20, Rs.183 crore in Q2FY20 and Rs.347 crore in Q3FY20). Loan AUM, including 
operating lease assets stood at Rs.27,062 crore as on December 31, 2019 (excluding impact of slump exchange). 
Further, SEFL has exposure in entities managed by the promoter group as indicated by the top exposures of the company 
which are in infrastructure space and subject to refinancing risk with long gestation period. 
 
Moderate capital adequacy ratio due to delay in raising equity and leveraged capital structure 
SEFL issued shares to the shareholders of SIFL of about Rs.950 crore in December 2019 to give effect to the business transfer. 
However, considering the uncertainty pertaining to the validity of the transfer, CARE has not considered the increase in 
networth in its assessment. The standalone CAR as provided by the management was 17.1% as on Dec.31, 2019. The 
capitalisation of SEFL is moderate with delay in equity raising as envisaged. The company, to manage its capital adequacy, is 
expecting to accomplish higher volumes of assignment/portfolio sale, resorting to co-lending model and is simultaneously 
exploring raising capital through private equity initiatives. 
Overall gearing (including off-book assets) remained high at about 8.53x as on December 31, 2019.  
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Concentrated resource profile 
The resource profile of SEFL as on March 31, 2019 was concentrated with term loans and working capital from domestic 
banks constituting 52% of the total borrowings. The term loans from domestic FIs and foreign currency loans accounted for 
11% each of the total borrowings. Capital markets instruments such as NCDs and CPs accounted for 19% of the total 
borrowings. The balance 7% of the borrowing was from securitisation through PTC route. As on Dec.31, 2019 as well, the 
NCDs/CP remained at about 19% with continued high reliance on bank borrowings, though the company has also sourced 
funds through securitisation. 
Though the company has been successful in rolling over cash credit on a continuous basis, there is need to reduce 
dependence on bank borrowings and diversify resource profile. Access to securitisation market supports the funding 
requirements of the company.  
 
Subdued scenario in NBFC sector  
Post September 2018, the NBFCs have been facing liquidity crisis with reduced confidence from the investors and lenders. 
The crisis has been more pronounced for wholesale NBFCs. Improvement in the funding scenario with availability of funds at 
competitive rates to sustain growth in disbursements is critical from a credit perspective. 
 
Liquidity: Adequate 
The liquidity position of SEFL as per statutory ALM submitted to RBI reflects that assets maturing in upto one year bucket 
exceeds the corresponding liabilities as on September 30, 2019 and the company had cumulative surplus of Rs.1,449 crore 
upto 1 year with maturity of cash credit considered in line with maturity of underlying assets in view of the revolving nature 
of such facilities.  
SEFL does not maintain significant free cash for liquidity and had combined unutilized lines of credit (in form of cash credit) of 
~Rs.880 crore as of December’19. Further, the company also has presence in the securitization market which provides 
liquidity. SEFL has sanctions of ~Rs.900 crore under the partial guarantee scheme of government.  
 
Analytical approach:  
For CE Rating: The rating was earlier based on the assessment of SIFL, the guarantor for rated debt of QOGIL. However, the 
guarantee has now been provided by SEFL.  Hence, the rating is based on the assessment of SEFL, the entity providing credit 
enhancement for rated debt of QOGIL. 
SEFL has been assessed on a standalone basis. 
 
For unsupported rating: Standalone 
 
Applicable Criteria 
CARE’s Policy on Default Recognition 
Criteria for Short Term Instruments 
Criteria on assigning ‘outlook’ and ‘credit watch’ to Credit Ratings 
Rating Methodology- Non Banking Finance Companies (NBFCs) 
Financial ratios –Financial Sector 
Financial Ratios - Non Financial Sector 
 
About the Company - SEFL 
SEFL was incorporated on June 13, 2006, under the name of ‘Srei Infrastructure Development Ltd.’ as a subsidiary of SIFL for 
financing and development of infrastructure projects. In April 2008, SEFL was converted into a 50:50 JV company with BPLG 
(a 100% subsidiary of BNP Paribas Bank) and SIFL divested its equipment financing and leasing business along with all the 
assets & liabilities to SEFL as on January 1, 2008. In September 2008, RBI classified SEFL as a “Systemically Important Non-
deposit Taking Asset Finance Company”. 
In June 2016, SIFL acquired the 50% stake of BPLG in SEFL and it became a 100% subsidiary of SIFL.  
SEFL is engaged in leasing and hire-purchase financing/hypothecation of construction & mining and allied equipment, tipper 
& allied equipment, IT & allied equipment, medical & allied equipment, farm equipment and loans against property.  

Brief Financials (Rs. crore) FY18 (A) FY19 (A) 

Total income  3,440 4,367 

PAT 296 306 

Interest coverage (times) 1.27 1.21 

Total Assets 25,353 27,181 

Net NPA (%) 2.71 6.70 

ROTA (%) 1.39 1.17 

http://www.careratings.com/upload/NewsFiles/GetRated/ShortTermInstruments-06-Sept-2018.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/ShortTermInstruments-06-Sept-2018.pdf
http://www.careratings.com/pdf/resources/Rating_Outlook_and_credit_watch_May_2019.pdf
http://www.careratings.com/pdf/resources/Rating_Outlook_and_credit_watch_May_2019.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology-%20NBFC_Sept2019.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology-%20NBFC_Sept2019.pdf
http://www.careratings.com/pdf/resources/Financial%20Ratios%20_Financial%20Sector_July%202019.pdf
http://www.careratings.com/pdf/resources/Financial%20Ratios%20_Financial%20Sector_July%202019.pdf
http://www.careratings.com/pdf/resources/FinancialratiosNonFinancialSector.pdf
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A: Audited 
 
About the Company - QOGIL 
QOGIL, which began operations in 2005, is a part of Quippo group (Promoted by Kanoria family of Srei group) having 
established position in the business of renting of infrastructure equipment servicing the high growth verticals of construction, 
oil & gas, telecom and energy. QOGIL is an Onshore Rig Service provider with an international presence. QOGIL's primary 
focus is on providing drilling rigs equipped with the latest technology, equipment, and world class crew. Most of the rigs are 
equipped with top drives to undertake highly specialized drilling operations in technically challenging environment.  

Brief Financials (Rs. crore) FY18 (A) FY19 (A) 

Total operating income  191.86 283.87 

PBILDT 13.15 24.84 

PAT 4.37 3.22 

Overall gearing (times) NM NM 

Interest coverage (times) 0.59 1.02 

A: Audited, NM: Not Meaningful 
 
Status of non-cooperation with previous CRA: Not Applicable 
 
Any other information: Not Applicable 
 
Rating History for last three years: Please refer Annexure-2 
 
Annexure-1: Details of Facilities 

Name of the  
Instrument 

Date of  
 Issuance 

Coupon  
 Rate 

Maturity   
 Date 

Size of the Issue  
 (Rs. crore) 

Rating assigned along with Rating 
Outlook 

Fund-based - LT-Cash Credit - - - 55.00 CARE A (CE) (Under Credit watch with 
Negative Implications)  

Term Loan-Long Term - - - 0.00 Withdrawn  

Non-fund-based - LT/ ST-BG/LC - - - 65.00 CARE A (CE) / CARE A2+ (CE) (Under 
Credit watch with Negative 
Implications)  

Un Supported Rating-Un 
Supported Rating (LT/ST) 

- - - 0.00 CARE BB / CARE A4+  

 
Annexure-2: Rating History of last three years 

Sr. 
No. 

Name of the 
Instrument/Bank 

Facilities 

Current Ratings  Rating history 

Type  
   
    

  

Amount 
Outstanding   
 (Rs. crore)  

Rating 
 
 

 

Date(s) & 
Rating(s) 

assigned in 
2019-2020 

Date(s) & 
Rating(s) 

assigned in 
2018-2019 

Date(s) & 
Rating(s) 

assigned in 
2017-2018 

Date(s) & 
Rating(s) 

assigned in 
2016-2017 

1. Fund-based - LT-Cash 
Credit 

LT 55.00 CARE A (CE) 
(Under Credit 
watch with 
Negative 
Implications)  

   

1)CARE A- (CE) 
(Under Credit 
watch with 
Negative 
Implications)  
(19-Aug-19) 

 

1)CARE A+ (SO) 
(Under Credit 
watch with 
Developing 
Implications)  
(11-Mar-19) 
2)CARE A+ (SO); 
Stable  
(06-Jul-18) 

 

1)CARE A+ 
(SO); Stable  
(20-Jul-17) 

 

1)CARE A+ 
(SO)  
(17-Aug-
16) 

 

2. Term Loan-Long Term LT          -          - 1)CARE A- (CE) 
(Under Credit 
watch with 
Negative 
Implications)  
(19-Aug-19) 

 

1)CARE A+ (SO) 
(Under Credit 
watch with 
Developing 
Implications)  
(11-Mar-19) 
2)CARE A+ (SO); 

1)CARE A+ 
(SO); Stable  
(20-Jul-17) 

 

1)CARE A+ 
(SO)  
(17-Aug-
16) 
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Stable  
(06-Jul-18) 

 
3. Non-fund-based - LT/ 

ST-BG/LC 
LT/ST 65.00 CARE A (CE) / 

CARE A2+ (CE) 
(Under Credit 
watch with 
Negative 
Implications)  

   

1)CARE A- (CE) 
(Under Credit 
watch with 
Negative 
Implications) / 
CARE A2+ (CE) 
(Under Credit 
watch with 
Negative 
Implications)  
(19-Aug-19) 

 

1)CARE A+ (SO) / 
CARE A1+ (SO) 
(Under Credit 
watch with 
Developing 
Implications)  
(11-Mar-19) 
2)CARE A+ (SO) / 
CARE A1+ (SO)  
(06-Jul-18) 

 

         -          - 

4. Un Supported Rating-
Un Supported Rating 
(LT/ST) 

LT/ST 0.00 CARE BB / CARE 
A4+  

   

        -         -         -         - 

 
Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This classification 
is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com 
for any clarifications. 

Contact us 
Media Contact  
Mradul Mishra  
Contact no.:  +91-22-6837 4424 
Email ID: mradul.mishra@careratings.com 

                                                                   
Analyst Contact 
Name: Ms Mamta Muklania 

Contact no.: 033-4018 1651/98304 07120 

Email ID: mamta.khemka@careratings.com 
 

Business Development Contact  
Name: Mr. Lalit Sikaria 
Contact no.: 033-40181607 
Email ID: lalit.sikaria@careratings.com 
 
 
About CARE Ratings: 

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating 
agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit 
Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market built 
around investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to raise capital for their 
various requirements and assists the investors to form an informed investment decision based on the credit risk and their own risk-return 
expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed by the methodologies 
congruent with the international best practices.   
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Disclaimer 
CARE’s ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not 
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security. 
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated 
entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate and reliable. 
CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not responsible for 
any errors or omissions or for the results obtained from the use of such information. Most entities whose bank 
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank 
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In 
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed 
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in case 
of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial 
performance and other relevant factors. CARE is not responsible for any errors and states that it has no financial liability 
whatsoever to the users of CARE’s rating.   
Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve 
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the 
ratings may see volatility and sharp downgrades. 

 
**For detailed Rationale Report and subscription information, please contact us at www.careratings.com 

 

 

http://www.careratings.com/

