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Determining A GRE's Issuer Credit Rating: Extremely High (EH) Likelihood Of Support

Government's local currency rating

SACP AAA AA+ AA AA- A+ A A- BEB+ BBB BBB- BB+ BB BB- B+ B B-

aaa MM

aa+ AAA MMy

aa AAA AA+ AA

aa- MMM AA+ AA AA-

ar Aby  AA O AA MM Mg

a Ad+  AA AA- MA- A+ A

a Ad+  AA AR A+ A A A-

bbbe AAH AA AL As A A A BEB+

B  AAs AA AR As A A-  EBBE+ BBE+ BEB

bhh- MM+ AA AR As A A-  BBB+ BBE BEB BBB-

bbe MM AA MM As A A-  BBB+ BBE BBEB- BBB- BB+

b AL AA- A+ A+ A A-  BBB+ BBE BBB- BB+ BB BB

bh-  AA AA A+ A A A-  BBB+ BBE BBB- BB+ EB BB- BB-

b+ AL AA- A BBE+ EBB+ BEBE BBB- BB+ BB BE BE- B+ B+

b M- A+ A BBE+ BBB+ BBE BEB- BB+ BB BE BBE- B+ B B

b- AA- A A A BBE BBB BBE BBEB- EB+ BB BE BBE- B+ B B- B-
cccs DBB- BBB- BBB- BBB- BBB- BBB- BBB- BB+ BB BB- B+ B+ B B B- CCC+

BB+ BB+ BB+ BB+ BB+ BB+ BB+ BB BB BB B+ B+ B B- B- CCC+
BB+ BB+ BB+ BB+ BB+ BB+ BB+ BB BB BB B+ B+ B B- B- CCC+
BB- BB BB- BB- BB- BB- BB- B+ B+ B+ B B B- CCC+ CCC+ CCC

CCC

CCC-
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PSE Notch-Down Attributes
Notching guidelines 0-1 1-2 23
Stronger Mid-range Weaker

Legal status

Integration

Control

Strategic importance

Government depariment or

Majority-owned public

Ministry; special legal entity company (less than 100%

or 100% publicly owned
company excluded from
bankruptcy regime;
employess may be civil
servants

PSE finances consclidated
in the government budget.
PSE receives ongoing
subsidies accouniing for
ahout 40% of revenues,
and/or capital injections to
cover losses. PSE debt
could be part of the general
govemment sector;

borrowing from government

The govemment controls
board of directors of PSE,
approves budget and
borrowing, appoints
auditors, or PSE statutorily
subject to public-sector
audit body

but more than 50%); likely
application of commercial
bankruptcy regime;
employees not civil
servants

Ongoing operating
subsidies not representing
a material portion of
revenue, and/or imegular
capital injections. PSE
borrows from sponsoring
government and'or on the
capital markets. Market
debt of PSE not considered
part of the general
govemment sector

The govemment has

Public sector is the
largest shareholder but
less than 50% ownership;
company can be
liquidated

Limited size of operating
transfers (10% of
revenue or less), or
capital subsidies not
necessarily indicated
(apportioned) in the
Sponsor's budget.
Borrowing mostly on
capital markets; debt of
PSE usually not part of
general government debt

PSE directly or indirectly

membership in the board of ultimately reporting fo

directors and exerts large
influence on mission and
operations; accounts may
be audited by a court-
appointed official,
eventually co-existing with
extemal auditor

PSE undertaking mandatory PSE undertaking
responsibility of govermment mandatory responsibility of mandatory responsibility

(health, education, social
housing, water,
developmental functions,
holding of strategic
reserves). Responsibilities
delivered by public entities
with almost no or minimal
presence of private
operators; disruption of

the govermment; disruption
of services may not have

govemnment, which has
membership in the PSE's
board of directors but
does not control it;
accounts eventually only
audited by an external
auditor/professionals

PSE undertaking a non-

of govemnment, or one in
which privatisation is

political consequences as a envisaged. Established

number of private-sector
players could also he
providing services through
outsourcing; government
may be receiving
occasional dividends from

services politically sensitive. the PSE

Sponsor may receive
dividends from the PSE or
the latter may cross-
subsidise other services

track record of private-
sector operators
delivering services with a
declining role for public
operators; the
govermnment does not
receive ongoing
dividends from the PSE
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PSE Bottom-Up Attributes

Motching guidelines

2-3
Stronger

Substitution

Relativity

Borrowing options

Moral Hazard

A number of private- as
well as public-sector
operators, making
replacement relatively easy sector

Mostly public operators
with prospects of private
players enftering the

PSE profit-making entity;
limited (a notch or two)
differential between
Sponsor's IDR and PSE's
standalone rating

Sponsor investment-
grade and standalone
rating of the PSE
weakenad by low
performance marginsf
high debt burden

PSE funded primarily by
the sponsor or other
public-sector entities — no
market exposure

PSE having a mix of
public and market
funding, with some foray
into capital markets

Expectations of
extraordinary support not
well articulated, and
eventually disallowed by
regulation

Extraordinary support not
clearly specified to
maintain market
discipline; yet
expectations it will he

PSE represents a sector
for the sponsor or is ong
of the main players in that
sector making substitution
unlikely

Sponsor high investment-
grade; not-for-profit
mission weakens
standalone rating of the
PSE {more than &
notches)

PSE mostly reliant on
market borrowing; default

may weaken confidence in

sectorreverberate on
Sponsor

Sponsor's statement,
backed by expectations of
farthcoming extraordinary
support
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1. FEAELTTRENE
PN BB AL IR Z (2) Hh—DNELMEMN (b) 58 =/ SLiol 2B 2 %
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P(A and B) = P(A | B) x P(B) (1)
EE
P(A and B) = P(B | A) x P(A) (2)

“Bis N A BITRELA” HEMN A, “fi%S A B fiFFEL” MFEMFN B, Bk “A and
B” 4 “A I B ARG FNEL” MEEEEF. P (9 AUR “ 7 SPRERAENBER, P
CPo EFfE > Bakd, SF 2 TTREAERA FFEE.

BeAh, AR L AR “IRGnI6155 A L BrELA)” fFE, H AR “Hg006i5%5 A B fit
L EFEM, A D WS -

P(Land H) = P(L | H) x P(H) (3)

2. FRMRAK
FERTINBUHE R R EPEE, gy A L Ai55 N H R & L3y

P (Land H)=W* P(Land H | W=1) + (1-W)* P(L and H | W=0) (4)
%,

P(Land H) = W*P(H) + (1 - W)*P(L)* P(H) (5)
3. M

P (L) N LBEEIITSE, mEEAMZ%, P (LandH) NE SIS E, (H2KT 34k
M F T E BB 6i77EZ), BRESEZAMREP (L) P (LandH) [X[EZA:

P(Land H| S) = (1-S)*P(L)+S*P(L and H) (6)

BEAL, BUHC S ARSCRFIURIBENE, &ECRF (W0 S=1) ARIRGHL), BAKRF (W
$=0) EMFANEHFELRE, KIFZP (L),
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