FitchRatings

Subscription Finance Rating Criteria

Master Criteria

Scope

This criteria report outlines Fitch Ratings’ methodology for assigning ratings to obligations
backed by capital call commitments. Such subscription finance facilities (SFFs), also known as
capital call facilities, subscription lines or equity bridge facilities, are provided to alternative
investment funds and backed by their limited partners’ (LPs) capital commitments. SFFs, and
other obligations backed by capital call commitments, may be extended to funds on a recourse
or non-recourse basis, and on a secured or unsecured basis. This report applies globally to new
ratings and their surveillance.

Key Rating Drivers
The following key rating drivers are listed in the typical order of influence on ratings of SFFs.

Limited Partner Pool Quality: As SFFs are secured by a fund's LPs' commitments, the credit
quality and diversification of the LP pool are key factors in Fitch's analysis. Higher-rated and
more diversified LP pools will result in better modeling results. For unrated LPs, Fitch will follow
a classification approach based on the attributes of the ultimate investor to derive a rating
assumption as an input into the quantitative analysis.

Fitch may notch down from the assumed rating of the ultimate investor if the ultimate investor
invests through a subsidiary or an investment vehicle. Fitch may notch down further to reflect
constraints due to an LP’s legal arrangements. such as side letters. Fitch applies more stressful
rating, recovery and/or correlation assumptions in its analysis for concentrated exposures and
for LPs based in jurisdictions considered less creditor friendly.

Quantitative Rating Indication: With the exception of SFFs with three or fewer LPs, Fitch uses
its Portfolio Credit Model (PCM) to project LP capital call defaults and losses at different rating
levels, based on inputs driven primarily by the LPs’ attributes. These results are then compared
to the overcollateralisation available through the maximum permitted borrowing specified in
SFF documentation to arrive at a quantitative rating indication (QRI).

In addition to the LPs’ attributes, key inputs into this analysis include the SFF's terms, including
limits to borrowing and the maturity date or term limits.

Qualitative Assessment: Fitch assesses the capabilities of the borrowing fund’s manager, the
fund’s characteristics and structure, and the SFF's terms to complement the quantitative
analysis of the LP pool. Such considerations may result in notching, up or down by up to
two notches, from the QRI.

Rating Caps: Fitch may cap the SFF rating if the qualitative assessment identifies asymmetric
risk factors, including but not limited to, fund manager weaknesses or outsized foreign-
exchange (FX) risk. Fitch will also cap the SFF rating at ‘AA+ if more than 20% of the ultimate
investors are unrated.
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Overview of Rating Process

In assigning ratings to SFFs, Fitch follows the process described below and in further detail
throughout this report.

g Review the capabilities of the SFF's originator/lender, the governing documents of the
fund and facility agreement, and other legal documentation.

2. Determine the credit quality of the LPs and potentially adjust input rating assumptions

based on analysis of the LPs’ legal arrangements, such as side letters.

Project LP capital call defaults and losses at different rating levels through PCM.

4, Compare results from PCM to the overcollateralisation corresponding to the maximum
permitted borrowing specified in SFF documentation to arrive at the QRI, potentially
adjusted based on Fitch's sensitivity analysis.

w

5. Assess the manager, fund, and facility structure and terms, and based on the assessment,
notch the QRI up or down and/or cap the SFF rating.
6. After the initial rating assignment, monitor and assess the SFF's performance by

reviewing the collateral pool composition, updating modeling, and taking into account
changes to the manager, fund and facility attributes discussed in this report.

Limited Partner Pool Quality

Fitch analyses the LP base forming the collateral pool to determine its credit quality, which is a
key input for the QRI. Fitch considers in its analysis all LPs in the pool, including those excluded
by the lender or where the lender advances less credit due to concentration or other
considerations.

To input the LPs into the PCM model to calculate defaults and losses, Fitch applies a rating or
rating assumption to each LP. For LPs that are rated. Fitch will use the LP's rating.

For LPs that are not rated, Fitch will determine the relevant ultimate investor, which may be the
LP itself or a direct or indirect parent. The LP is the entity that is the recorded investor in the
fund. The ultimate investor is the most relevant entity where investment, operations, asset
allocation, treasury and/or risk management staff operate, and it usually aggregates assets
under management (AUM) of various subsidiaries or brands. For example, if a sovereign wealth
fund (SWF) invests in a fund through an investment vehicle, Fitch will consider the investment
vehicle as the LP and the SWF as the ultimate investor (note that Fitch will not consider the
sovereign itself as the ultimate investor).

If the ultimate investor is rated, Fitch will use its rating to derive the rating assumption for the
LP. Otherwise, Fitch will derive a rating assumption for the ultimate investor based on its
characteristics as further detailed below. If an LP is unrated and is a subsidiary of an ultimate
investor, Fitch will notch the assumed rating of the LP down from the assumed rating of the
ultimate investor. LP rating assumptions are usually subject to a ‘CCC’ floor.

The chart below illustrates these steps.

Subscription Finance Rating Criteria
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LP Rating Derivation Framework
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Source: Fitch Ratings

Ratings Usage

When using ratings as inputs in the analysis of SFFs, such as rating assumptions for LPs for the
purpose of the PCM modeling, or in assessing rating thresholds described in this report, Fitch
first looks to public or private ratings or credit opinions assigned by Fitch. If a Fitch rating or
opinion is not available, Fitch will use the lowest available public issuer rating assigned by
Moody’'s or S&P, or the equivalent. Fitch typically uses foreign-currency ratings or the
equivalent.

Unrated Ultimate Investors

When an ultimate investor is not rated, Fitch will classify the ultimate investor based on the
investor type and the factors outlined in the tables below, into Tiers 1 and 2, which correspond
to ratings of ‘BBB-’ and ‘B-, respectively. If an ultimate investor does not sufficiently meet the
Tier 1 or Tier 2 attributes, it will be classified as Tier 3, corresponding to a ‘CCC’ rating
assumption, as described below. The classification framework below generally follows a
“weakest-link” approach, whereby the ultimate investor needs to meet the thresholds for all
factors to be classified at that tier.

Investor Classification Characteristics

Investor Type Factor Tier 1 Investor  Tier 2 Investor
5<x<50

Syears<x<15vyears

Commontoall Investor or manager's AUM (USDbn) =50
investor types

Investor or manager’s operating history > 15vyears

Investor or manager’s domicile Country Ceiling ‘BBB-'or above ‘B-'to‘BB+

Source: Fitch Ratings

Some ultimate investor types will be analysed based on additional factors. as described in the
table below.
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PCM Rating Correspondence

Tier1 BBB-
Tier2 B-
Tier3 CCC

Source: Fitch Ratings
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Investor-Specific Classification Characteristics

Investor Type Factor Tier 1 Investor Tier 2 Investor
SWFs Sovereign rating ‘A-"or higher ‘BB-"to '‘BBB+
Investment funds Fund size (USDbn) =5 1zx<5
Defined benefit pension funds Sovereign, state or parent rating®  *A-" or higher ‘BB-"to'BBB+
Funded ratio (%) = 80 40<x< 80

=For US state pensions, this is the state’s general obligation rating. For corporate pensions, thizis the corporate’s Issuer
Default Rating. In cases where such a parent type is not relevant, for example for multi-employer or supranational
pensions, the rating of the most relevant sovereign entity may be used.

Source: Fitch Ratings

Investor types not explicitly described in the classification table but that share similar
characteristics with an included investor type will be classified in line with those similar investor
types included in the table. Fitch may develop classification frameworks for additional investor
types and will disclose these in the rating commentary.

Fitch will classify ultimate investors as Tier 3 where the ultimate investor does not meet the
thresholds for classification into Tiers 1 and 2, or where Fitch has not obtained sufficient
information to classify the ultimate investor, such as for high net-worth individuals, or where
exposure is immaterial. Fitch may classify high net-worth individuals as Tier 2 if they investin a
fund through a wealth-management platform that implements vetting and risk controls to
reduce the risk of investor defaults and increase recoveries, and where Fitch is able to assess
the platform’s controls and/or performance history.

The classification framework is a conservative estimate of the quality of an ultimate investor’s
commitment, where the rating assumption reflects the lack of an explicit credit view on the
ultimate investor and the limited number of data points used to derive the rating assumption.
For SFFs that have more concentrated LP positions, Fitch may seek to obtain internal ratings on
ultimate investors that comprise material exposures to form amore precise credit view onthese
investors. Fitch may also update its credit view on certain ultimate investors over time once it
gathers data on these entities’ performance in meeting capital calls.

Appendix 1 includes examples of how Fitch would apply these concepts.

Ultimate Investor-LP Notching

Investors sometimes invest in funds through subsidiaries or investment vehicles that will be the
LPs of record in the fund. Where the LP itself is unrated, Fitch will first determine the ultimate
investor as discussed above and subsequently analyse the linkage between the ultimate
investor and the unrated LP to derive a rating assumption for the LP.

Fitch's assessment of the ultimate investor’s obligation or incentives to fund the LP’s capital
calls will drive the notching:

Ultimate Investor-LP Notching

Ultimate Investor-LP Linkage LP Rating Assumption

Strong contractual links, such as guarantees, cross-default provisions,  Same as ultimate investor
funding agreements, equity commitments and similar agreements rating assumption

Reputational and economic links and weaker contractual links, suchas Three notches down from
strategic operating subsidiaries with shared branding, investor and ultimate investor rating
comfort letters, strong historical performance of the LP meeting capital assumption

calls and/or the ultimate investor funding the LP's capital calls, and LPs

investing across multiple funds over time for an ultimate investor with a

large alternative investment platform that will need to retain access to

investments in the future

All others Six notches down from ultimate
investor rating assumption

Source: Fitch Ratings
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In determining the linkage between the ultimate investor and the LP, Fitch relies on information
provided by the fund manager, the lender, and/or other publicly or privately available data.

These notching principles are a conservative estimate of the relationship between ultimate
investors and LPs, attempting to balance a relative view of the credit quality of the LP against a
lack of a formal rating analysis. Fitch does not explicitly link the assumed rating of an ultimate
investor to the rating of a potential ultimate parent (such as linking a SWF's rating to the
sovereign rating), absent a formal analysis of the relationship, such as the legal framework,
financial analysis or economic ties, achieved through a formal rating or consultation with the
relevant analytical group within Fitch.

Appendix 1 includes examples of how Fitch would apply these concepts.

Prefunded Commitments

For an LP that prefunded its capital commitments, Fitch will use a rating assumption for PCM of
the higher of the LP’s rating assumption as determined under this criteria report or based onthe
characteristics of the collateral backing the capital commitment. Fitch will consider the
collateral under this framework when permitted investments are expected to have maturities
of up to 30 days and when the collateral is expected to be used to satisfy capital calls.

The rating assumption for such LPs when taking the prefunded collateral into account will
depend on the guidelines governing the investment of the collateral. Prefunded commitment
vehicles that typically invest in securities or bank deposits rated ‘BBB-' or above, rated ‘B-" or
above or do not impose any limitations will be classified as Tier 1, 2 and 3, respectively. For
larger such exposures, and where Fitch has sufficient access to analyse the collateral and its
documentation, Fitch may directly link the assumed rating of the LP to the collateral or minimum
investment guidelines.

Concentration Considerations

Although Fitch’s modeling of projected LP pool losses already considers concentrations, Fitch
will notch down rating assumptions for concentrated positions to reduce excessive reliance on
rating assumptions in modeling. For unrated ultimate investor exposures in excess of 5% of the
total LP base, Fitch will lower the rating assumption by three notches. For example, for an
unrated ultimate investor classified as Tier 1 and representing 13% of total uncalled capital
commitments, the exposure would be divided and input separately in PCM. The first 5% of the
exposure would be input as ‘BBB-' (Tier 1) and the excess exposure of 8% would be input as
‘BB-. This treatment does not apply to rated ultimate investors.

For SFFs backed by concentrated LP pools of four to 14 ultimate investors Fitch will use a
threshold of 3% instead of 5% when applying the treatment described above and will apply it to
both rated and unrated ultimate investors. For example, if an ultimate investor making up 5% of
exposure is rated ‘AA’, 3% of the exposure will count as ‘AA’ and the 2% excess exposure above
3% will count as ‘A,

The table below summarizes this framework.

Concentration Framework

% Threshold for Single-Ultimate
Investor Concentration

No. of Ultimate Unrated Ultimate Rated Ultimate Ultimate Investor Rating
Investors in Pool Investor Investor Assumption Impact (Notches)
Onetothree See QRI for Concentrated LP Pools section below

Fourto 14 3 3 -3
Atleast 15 5 na. -3

Source: Fitch Ratings

Where Fitch determines that modeling results do not accurately reflect the risk presented by
the LP pool, including through excessive concentration, Fitch may conduct supplemental
analysis or stresses, apply a rating cap or may not assign a rating.

Subscription Finance Rating Criteria
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Appendix 2 includes additional adjustments Fitch may apply to its PCM recovery assumptions
for excess concentration to unrated and rated ultimate investors.

Limited Reliance on Unrated Ultimate Investors at Highest SFF Rating

Fitch limits its reliance on classifications of unrated ultimate investors when assigning the
highest rating of ‘AAA’ to a SFF. Only SFFs consisting of 80% or more rated ultimate investors
by exposure may achieve 'AAA’ ratings, subject to other standard quantitative and qualitative
considerations.

Analysis of LP Legal Documentation

Fitch will lower the rating assumptions for LPs whose terms or side letter arrangements with a
fund potentially reduce the LP’s obligation and/or incentive to satisfy capital calls, or the
manager or lender’s ability to enforce such obligations. For moderate impact terms, such as
sovereign immunity that is not waived, Fitch will notch down the LP’s rating assumption by up
to three notches. For higher impact terms, such as limitations on the fund'’s ability to call capital
from the LP or remedy capital call defaults, Fitch will notch down the LP’s rating assumption by
more than three notches. The rating assumption that will be notched down will be the rating
assumption derived for the LP under the framework discussed in this criteria report.

Fitch believes that even in situations where there may be limitations on the enforceability of an
LP’s capital call obligations, there are usually still reputational and economic incentives for the
LP to satisfy capital calls. Fitch expects to receive information on LPs’ side letter terms and may
rely on external legal analysis performed in relation to the transaction to determine the impact
of LPs’ terms. When relying on analysis of LP side letters and other terms and conditions, Fitch
expects the analysis to contain a review of any terms that could materially affect the
enforcement of capital call obligations.

Appendix 1 includes examples of how Fitch would apply these concepts.

Quantitative Rating Indication

Fitch’s primary instrument in quantitatively assessing SFFs is the Fitch PCM, which is available
for download on Fitch’s website. The model is updated from time to time, and a release log is
maintained on the website to indicate updated features and assumptions. A description of the
source data used to derive the model’s assumptions, as well as the inputs. outputs and usage of
the model are detailed in Fitch's CLOs and Corporate CDOs Rating Criteria.

Overview of the Portfolio Credit Model Process

Model Output

User Input Assumptions PCM

LP
Rating/Classification

Piinealk G el Default Probability —»

Commitments Amount
Facility Termor Monte
Clean-Down Intervalz _Carlo
Simulation

Fund Jurisdiction — Recovery Rate —

LP Jurisdiction _,. AssetCorrelation
(Country) (Global + Geo. Region)

2Clean-Down Interval represents the period after a draw on the facility by which that obligation must be repaid.
Source: Fitch Ratings

The PCM is used for analysing joint default behaviour within credit portfolios. The main inputs
to the model are default and recovery assumptions for each LP, based on LPs’ derived ratings
and the jurisdictions of the LPs and the fund, as well as correlation assumptions. The shorter of
the facility’s maturity (including any maturity extension at the borrower’s sole discretion), term
limit or clean-down interval (whether in the LPA or credit agreement) is used as the maturity

Fund & Asset Managers
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input in PCM, with a floor of one year. The primary outputs of the model are default, recovery
and loss rates for the LP pool for each rating scenario.

Default and Recovery Rates

The characteristics of capital call obligations, such as reputational and economic incentives,
have historically resulted in extremely rare default incidents for institutional LPs and very low
default rates for high-net-worth individuals. Even when LPs default, this often results in high
recoveries due to LP default remediation provisions, which usually include the defaulting LP
losing part of its LP interest and the replacement of the defaulting LP.

The main drivers of projected defaults in PCM are LPs’ rating assumptions and domiciles, LP
diversification, and facility maturity, term limits or clean-down interval.

For typical fund jurisdictions in PCM, Fitch uses upper (95%) and lower (60%) bounds as the
recovery rates for the ‘'CCC’ and ‘AAA’ model rating stress levels, respectively, and applies linear
interpolation to arrive at notch-specific recovery rates. For less favourable fund jurisdictions,
Fitch may adjust the recovery assumptions. Inall circumstances, Fitch will apply a 0.75x multiple
on recovery rates to the excess concentration of any ultimate investor’s exposure above 6.5%
of the total pool's uncalled capital.

Correlation Inputs

Correlation inputs in PCM for the purposes of these criteria are limited to a global component
(given the potential for higher systemic correlation among ultimate investors in a macro-stress)
and a regional component (to account for potentially higher loss severity in less developed or
emerging markets). Fitch applies a global correlation assumption of 6% and maintains the same
regional correlation assumptions typically used in PCM (see table at right). Country, emerging
markets (separately from the regional correlations in the table at the right) and industry-specific
correlation figures are set to 0%.

Prospective LP Pools

Subscription facilities may be established before a fund’'s final close, based on expected
commitments. In these cases, Fitch may consider expected and stressed LP composition
assumptions to arrive at the QRI, based on the level of visibility to the expected LP pool.

Fitch Advance Rate

In most cases, the Fitch Advance Rate (Fitch AR) for a given rating level is 100% minus PCM’s
projected loss (RLR in PCM) output at that rating level. The projected loss output represents
projected capital call defaults and recoveries at a given rating level. The Fitch AR represents the
implied advance rates at different rating levels based on the LP pool’s total undrawn capital
commitments.

However, where projected defaults (RDR in PCM) exceed 70% for a given rating level, Fitch will
assume no recoveries, and the Fitch AR will be calculated as 100% minus PCM'’s projected
defaults (instead of projected losses). This is done to avoid relying primarily on recoveries to
support the SFF when LP defaults are very high. Fitch expects that this complementary analysis
will apply primarily to pools consisting of a low-rated and/or highly concentrated LP base.

Maximum Permitted Advance Rate

Fitch reviews the fund and SFF's documentation for financial covenants that determine the
facility's maximum permitted advance rate (Max AR), which is the maximum possible draw on
the facility as a percentage of undrawn capital commitments. Fitch takes into account
reductions in the effective advance rate through concentration limits, LP exclusions or other
considerations, when calculating the Max AR.

Amendments to the terms of the SFF or changes in the designation of LPs in the borrowing base
that result in a change to the Max AR could have a material rating implication. Appendix 4
provides an example of how Fitch calculates the Max AR.

SFFs to funds that are in fundraising may be more exposed o borrowing base redesignations
due to subsequent closes and lender due diligence of additional LPs. In these instances, Fitch
will consider the most recent borrowing base, but may also incorporate LPs that have yet to be
designated by the lender if Fitch believes the ultimate LP composition may vary meaningfully

Fund & Asset Managers
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Regional Correlation Table
for PCM

Region Correlation (%)
Central and South 10
America
Asia 10
Australia and New 2
Zealand

Central Europe

Developed Asia 2
Europe - Other 10
Middle East and 10
Africa

North America 2
Northern Europe 2
Southern Europe 2
UK 2

Source: Fitch Ratings
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from the then-current LP composition. Fitch may include these LPs at the highest applicable
advance rate and concentration limits under the facility’s credit agreement, and recalculate the
Max AR.

QRI Determination

The QR is set at the highest rating level at which the Fitch AR is higher than or equal to the Max
AR. For example, if the Max AR is 70% and the Fitch AR is 76%, 72% and 68% at the ‘A-", ‘A’ and
‘A+ rating levels, respectively, then the QRI will be 'A’. Fitch conducts additional sensitivity
analyses, in particular, simulations of negative changes in the LP base, and may adjust the final
QRI lower than the baseline QRI generated based on the actual current LP base, if the QRI
shows higher sensitivity to these tests. The baseline QRI is calculated based on the LP base at
the time of the analysis, and the final QRI is determined after considering the level of resilience
under sensitivity analysis as well.

QRI for Concentrated LP Pools

Fitch generally uses the approach described below to determine the QRI for LP pools composed
of three or fewer ultimate investors. While Fitch assesses the concentration at the level of the
ultimate investor, the LPs themselves must be rated or have a rated parent where a rating
assumption for the LP can be made based on the strength of the linkages with the rated parent,
as assessed using the investor support framework for concentrated LP pools in Appendix 3.

For facilities backed by a single ultimate investor, Fitch will link the QRI to the rating (or
assumed rating) of the LP. For facilities backed by two or three ultimate investors, Fitch will use
the Two-Risk or Three-Risk CLN matrices, found in the Single- and Multi-Name Credit-Linked
Notes Rating Criteria to determine the QRI based on the ratings (or assumed ratings) of the
individual LPs.

Where multiple entities’ (LPs or ultimate investors) ratings are driven by assumed support from
the same entity (ultimate investor or parent respectively), Fitch will treat all of the
commitments as one risk-presenting entity, and use the rating of the most relevant LP as an
input to the QRL

If a default of one or more of the LPs can be absorbed by the overcollateralisation available
under the SFF, those LPs will be disregarded in this analysis. For example, if two LPs make up
90% and 10% of the LP base, respectively, and the SFF includes overcollateralisation of 20%,
Fitch will disregard the smaller LP and link the QRI to the larger LP only. In certain complex
transactions Fitch may consider several different scenarios and assign a rating based on the
results from the scenario that best reflects the risk of the transaction.

See additional detail in Appendix 3.

Qualitative Assessment

While the LP base is a key driver of Fitch's analysis of SFFs, the assessment of the manager, the
fund and SFF structural terms are important as well, as these can materially influence LPs’
incentives to meet capital calls, as well as recoveries upon LP defaults on capital calls.

The table below summarises the key factors Fitch reviews as part of its manager, fund and
facility assessment (qualitative assessment), and the risks each factor is meant to address. Each
factor is scored on a scale of ‘1’ (best) to ‘5’ (worst) and is assigned a weighting indicating its
importance and influence in the overall qualitative assessment (‘High', ‘Medium’ or ‘Low’). Based
on the scores and weights of each factor. a rating committee will determine the overall
qualitative assessment score, also ‘1" (best) to ‘5 (worst). The gqualitative assessment
corresponds to notching from the QRI to arrive at the SFF rating, as shown in the table below.
For example, if the analysis of the LP pool results in a QRI of ‘A, and the qualitative assessment
scoreis ‘4, one notch will be deducted from the QRI, and the SFF rating will be ‘A-.

However, if any of the qualitative assessment factors present high asymmetric risks to the SFF,
Fitch may notch the QRI lower than the standard notching indicated in the table below. Certain
scores assigned to certain qualitative assessment factors may also result in rating caps on the
SFF, as described in the qualitative assessment factors section below.

Subscription Finance Rating Criteria
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Fitch expects that, for most funds performing in line with or better than expected, the
qualitative assessment score will improve over time once performance becomes evident and
value accretes in the fund, leading to higher ratings for the SFF over time.

Qualitative Assessment Adjustment to QRI

Qualitative Assessment Score

Rating notching from QRI +2 +1

Source: Fitch Ratings

Qualitative Assessment Factors

Below are the factors considered in the qualitative assessment, an explanation of their
importance, typical weight in Fitch's qualitative assessment analysis, and thresholds and
guidelines for Fitch's scoring of the factors. The scores are organised into sections by manager,
fund and facility, as shown in the table below.

Qualitative Assessment Factors

Typical What Could Change the
Section Factor Primary Considerations Weight Factor's Typical Weight?
Resources  AUM, operating experience, Medium The manager is smaller, less
and scale staffing experienced, or Fitch has
identified other weakenesses
M Franchise  Alternative investment AUM,  Medium Franchise is materially
anager e : / - ;
and fundraising pacing and traction impaired
fundraising
Historical Measures of the manager’s Medium Inconsistent or weak
performance funds’ historical performance performance
Strategy and Diversification, stability and Medium The investment strategy is
assets development of markets and deemed risky or asset
assets the fund is expected to diversification is low
invest in
Manager Manager's experience investing Lower The manager has less
alignment in the types of assets the fund is experience and/or fewer
expected toinvestin resources dedicated to the
strategy
Fund Performance Measures of the fund’s Medium Poor performance
_performance )
Economic Percentage of capital called, Higher If other factors have an
incentives  remaining value in the fund atypical weight
LPAterms  General partner’s (GP) rightsto Medium Weak LPA terms
remedy defaults, such as over-
call provisions, forfeiture of
defaulting LP's interest, terms
_addressing borrowings ]
Structural  Covenantsto limit borrowing,  Medium Unusuzlly strong or weak
features security interest in collateral, covenants
- lender pre-approvals for SFF
Facility changes
FXrisk Currency alignment between Lower Qutsized FX exposure

SFF and LP capital commitments

Source: Fitch Ratings

Fitch’s qualitative assessment is guided by the framework described below, although Fitch may
take into consideration additional metrics deemed relevant, or de-emphasise metrics
considered less relevant. Where certain data points may not be available, Fitch will use proxies
to inform its analysis. If Fitch's access to a fund's management is limited, Fitch will rely on
information provided by the originator/lender in connection with Fitch’s rating of the SFF, as
well as Fitch's proprietary data and publicly available information.

Fund & Asset Managers

Subscription Finance

Global

Subscription Finance Rating Criteria

Criteria Report | 11 April 2025 fitchratings.com



FitchRatings

While the framework describes typical weights for each factor, ultimate weights will be
determined based on the factors Fitch considers as having the greatest potential impact on the
credit quality of the SFF. In addition, weighting of various factors can change over time based
on the degree to which a fund is invested and how it is performing, reflecting LPs’ economic
incentives to satisfy capital calls at that time.

Fitch’s rating committees ultimately apply analytical judgement to determine factor scores,
weightings and the overall qualitative assessment score based on the circumstances of each
SFF. Neither the overall gualitative assessment nor the underlying factor scores follow a
weakest-link approach, but are, instead, scored based on the committee’s view of the most
relevant strengths or weaknesses of the transaction or sub-factors making up a factor. For
example, for the ‘Resources and Scale’ factor, amanager might score ‘4’ on the ‘Total AUM’ sub-
factor, but score ‘1" and ‘3’ on the ‘Operating Experience’ and ‘Scale’ sub-factors, respectively,
for an overall score for the factor of '2'or ‘3.

In cases where an entire platform spins out of an existing manager, Fitch may consider the
platform’s history in the previous business if deemed applicable based on the degree of overlap
between the investment strategy, staff and franchise strength of the predecessor and successor
organisations.

Manager: Resources and Scale

Why This Is Important: This factor addresses the manager’s stability, experience, market
position, and controls. Larger and more diversified managers typically benefit from better
financial stability, and longer operating experience may indicate more consistency in processes,
established systems and experience through down cycles. Larger and more experienced staff
with better controls reduce the risk of fraud or mismanagement at the manager, which could
affect the fund’s performance and LPs’ propensity to meet capital calls. Larger managers can
apply their resources and market position toward funds’ performance and reduce downside
risk.

Weight in Qualitative Assessment: Typically of medium weight. May be of higher weight if the
manager is smaller or Fitch has identified weaknesses.

Factor Scoring: Better-scored managers will have greater scale and diversification, operate
from leading positions across multiple markets (primarily developed) and business segments,
have bigger and more experienced staff, and lower levels of key person risk. The scale and
experience sub-factors generally have a higher influence than the AUM sub-factor. This factor
is assessed at the level of the ultimate investment management parent, aggregating various
subsidiaries and brands. The staffing and key person risk elements address the depth of the
management team and investment staff, and reliance on a key individual for investment and risk
management considerations ('key person’ clauses in LPAs may be relevant in this determination
but are not necessary the driver of this analysis).

Sub-Factors

Score
1 2 3 4 5
Large staff, Adequate staff,

Very large staff, limited key moderate key person Small staff, Very small
no key person personrisk, risk,operating across  elevated key staff, high
risk, operating operating multiple strategies or personrisk,  key person

across multiple  across multiple geographies, or limited number risk, very

strategies and strategies or strongfranchise in of strategies or limited

Scale geographies geographies flagship strategy funds platform
Total AUM 250 15<x<50 52x<15 1<x<5 <1
(USDbn) _ _
Operating =25 15=x<25 7<x<15 1=x<7 <1
experience
(years)

Source: Fitch Ratings
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Manager: Franchise and Fundraising

Why This Is Important: This factor addresses the manager’s franchise with LPs, considering
both the specific strategy assessed and the manager’s overall franchise. A stronger franchise
and fundraising capabilities indicate investor demand for the manager, including confidence in
the manager’s performance. This may incentivise LPs to meet capital calls to maintain access to
the manager in the future and may also lead to higher recoveries on defaulting LPs.

Weight in Qualitative Assessment: Typically of medium weight.

Factor Scoring: Better-scored managers will have a strong franchise in the alternative
investment management sector overall, and in the specific strategy assessed, including higher
AUM and consistent fundraising of large and growing funds, with a focus on more recent funds.

Sub-Factors
. Score
1 2 3 4 5
Alternative Investment
AUM (USDbn) =250 15=x<50 52x<15 12xx<5 <1
Traction Recent funds are large Recent funds are Recent funds are small
and/or larger than medium sized and/or and/or smaller than
previous ones in the similarinsizeto previous ones in the series
series previous ones inthe
) series
Pacing Consistent fundraising Some fundraisingfor  Inconsistent or no recent
cycles, and often in the key strategies fundraising
market
across strategies )

Source: Fitch Ratings

Manager: Historical Performance

Why This Is Important: This factor addresses the manager’s ability to manage the types of
assets of the strategy being assessed, with a focus on performance consistency and downside
protection, rather than relative outperformance. While past performance is not indicative of
future results, consistently strong historical performance, particularly through down markets,
may indicate a manager's capabilities in mitigating downside risk for the fund being evaluated.

Weight in Qualitative Assessment: Typically of medium weight.

Factor Scoring: Better-scored managers will exhibit consistently positive or strong
performance, including through weaker market conditions. Fitch will review relevant measures
such as the internal rate of return (IRR), multiple on invested capital (MOIC), distributions to
paid-in (DPI) capital, remaining value to paid-in (RVPI) capital, total value to paid-in (TVPI)
capital, quartiles and/or other measures as warranted and with an emphasis on more recent
funds and on strategies similar to the fund being evaluated. Fitch places emphasis on the
consistency of absolute performance relative to expectations for the strategy assessed. and
downside protection.

Sub-Factors
Score
1 2 3 4 5
Historical Consistently Mostly strong, Mostly Usually Consistently
performance  strong, including moderate moderate, weak
including through down sometimes performance
throughdown  markets weak

markets

Source: Fitch Ratings
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Fund: Strategy and Assets

Why This Is Important: This factor addresses the risk of the assessed fund’s investment
strategy, including the markets in which it invests, the volatility of the assets, and the fund’s
diversification. Riskier fund strategies or more concentrated assets are more likely to
underperform, negatively affecting LPs’ incentives to meet capital calls, as well as the manager’s
ability to replace defaulting LPs.

Weight in Qualitative Assessment: Typically of medium weight, but may be more important if
the investment strategy is deemed risky or asset diversification is low.

Factor Scoring: Better-scored funds will invest in more stable assetsin well-developed markets,
and will exhibit higher diversification across assets, sectors and/or geographies. Market
development and asset stability and diversification are considered in the context of standards
typical in private capital funds. The market development sub-factor considers a market's size
and longevity, while the stability sub-factor considers the potential for volatility and value loss,
and the diversification sub-factor considers the number of assets a fund invests in, as well as
sector and geographical focus.

For example, buyout strategies in the US are considered to be in a well-developed market, while
buyout strategies in developing economies will score lower on that sub-factor. However, equity
control investments in both cases will score lower than senior credit strategies on the stability
sub-factor, although higher than venture strategies. On diversification, a fund expected to hold
100 assets across sectors and geographies will score higher than a sector-focused fund
expected to hold 15 assets, for example.

Assets’ market development and stability are assessed based on the fund's expected
investments. Diversification is assessed based on investments at the time of the analysis, and is
expected to increase early in the fund’s life and decrease later in its life.

Sub-Factors
Score
1 2 3 4 5
Assets’ market development -Very High High Medium -Low Very Low
Assets’ stability ”Very High High Medium Low -Very Low
Assets’ diversification iVery High High Medium iLow -Very Low

Source: Fitch Ratings

Fund: Manager Alignment

Why This Is Important: This factor addresses the resources and experience that the manager
has with the relevant fund strategy, compared to the manager’s overall business. A fund may be
less likely to perform poorly if the manager has more experience implementing the same
strategy, with well-established investment processes and staff dedicated to the strategy. A
strategy core to a manager’s offering may also attract higher investor demand, potentially
improving recoveries if LPs default.

Weight in Qualitative Assessment: More important if the manager has less experience and
fewer resources dedicated to the strategy, otherwise, typically of lower weight.

Factor Scoring: Fitch will score funds better where the manager and/or its staff have more
experience implementing similar strategies, including through down markets, and has larger
staffing dedicated to the strategy.

Sub-Factors
Score
1 2 3 4 5
Manager Fund strategyis Fundstrategyis Fundstrategyis Fundstrategyis Fundstrategyis
alignment acore anear-core an adjacent atactical an opportunistic
competencyof competencyof competencyof fundraise, or fundraise,
the manager, the manager the manager tangential to outside the

Subscription Finance Rating Criteria
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Sub-Factors
Score
1 2 3 4 5
with experience the competency scope of the
through down of the manager manager's
markets competency

Source: Fitch Ratings

Fund: Performance

Why This Is Important: This factor addresses the fund’s performance and the impact it may
have on LPs' incentives and willingness to honour capital calls. A fund’s performance can
influence LPs’ propensity to meet capital calls, particularly if a fund performs poorly, and affect
the ability to replace defaulting LPs.

Weight in Qualitative Assessment: Typically of medium weight. Poor performance or lack of
performance data can result in a higher weight. A fund early in its investment life, and therefore
not yet generating material returns, can result in a lower weight.

Factor Scoring: Better-scored funds will exhibit strong absolute performance relative to
expectations for the fund’s strategy and peers. Fitch will review relevant measures such as IRR,
MOIC, DPI, RVPI, TVPI, quartiles and/or other measures as warranted.

Sub-Factors
Score
1 2 3 4 5
Performance  Material out- Qut- Performancein Under- Negative
performance performance line with performance returns driven
relative to relative to expectations,or relative to by poor
expectations expectations nomeaningful  expectations investments
measures

Source: Fitch Ratings

Fund: Economic Incentives

Why This Is Important: This factor addresses the ‘skin-in-the-game’ that LPs have in the fund,
in the form of the remaining value of the assets the LPs have in the fund, after capital has been
called and invested. LPs are less likely to default on capital calls when they have already invested
in the fund and may lose a portion of their existing stake. A higher funded percentage and value
in the fund may also improve recoveries by providing new LPs a bigger economic incentive to
replace defaulting LPs.

Weight in Qualitative Assessment: Typically of high importance.

Factor Scoring: Fitch primarily assesses remaining value on the basis of the funded percentage
(called commitments as a percent of total commitments), with better-scored funds having called
more of their LPs’ capital commitments. Generally, funds are expected to score weaker on this
factor early in the fund’s life, with the score improving over time as capital is called.

Fitch's assessment may also be influenced by LPs’ remaining value in the fund relative to the SFF
if positive or negative performance over time impacts the net asset value (NAV). Under such a
scenario, the funded percentage may be a less meaningful proxy for LPs’ economic incentives.

Sub-Factors
Score
1 2 3 4 5

Funded percentage (% of =40  20=x<40 10=x<20 0<x<10
total commitments called)

o

Source: Fitch Ratings

Fund & Asset Managers

Subscription Finance

Global

Subscription Finance Rating Criteria
Criteria Report | 11 April 2025

fitchratings.com

13



FitchRatings

Fund: LPA Terms

Why This Is Important: This factor addresses the adequacy of the terms of the LPA, regarding
the fund’s ability to incur debt, call capital, and remediate LP defaults, among other factors.
Stronger LPA terms and more negative consequences for defaulting LPs incentivise LPs to meet
capital calls and may also improve recoveries if LPs default.

Weight in Qualitative Assessment: Typically of medium importance.

Factor Scoring: Better-scored funds will have terms that allow them to impose more negative
consequences on defaulting LPs or otherwise mitigate LP defaults. Such default remediation
provisions may allow the GP or lender to call more capital from other LPs (over-call), transfer or
sell adefaulting LP’s interest in the fund at a discount, retain future distributions from a defaulting
LP’s interest and impose other similar remedies. Stronger LPAs will also contain legal protections
for the lender, such as LPs’ explicit waiver of setoff, counterclaim or defence with regard to capital
contributions; explicit permission to incur debt under a subscription facility; acknowledgement
that lenders are relying on capital contributions for repayment; and other similar clauses.

Sub-Factors
Score
1 2 3 4 5
LPA terms Very strong Strong Adequate Weak Very weak or
incentives to incentives to incentives to incentives to limited
meet capital meet capital meet capital meet capital incentives to
calls and calls and calls and calls and meet capital

provisions to provisions to provisions to provisions to calls and
recoverfunds  recoverfunds  recoverfunds recoverfunds  provisionsto
recover funds

Source: Fitch Ratings

Facility: Structural Features

Why This Is Important: This factor addresses the strength of terms in the SFF credit agreement.
Stronger covenants reduce the risk of the facility by controlling the quality of the LP base or the
size of the loan relative to collateral, limiting the lender’s exposure period, and providing the
lender with other rights. These provisions aim to reduce the SFF's default risk and improve the
lender’s recovery upon default.

Weight in Qualitative Assessment: Typically a medium weight, except if covenants are
unusually strong or weak.

Factor Scoring: Better-scored facilities will contain stronger covenants to limit risks, including
those arising from the LP base, the performance of the fund and legal risks, among others.
Covenants may include limitations on the size of the facility, the quality of the LPs and the
exposure period, re-margining provisions, security interest, and rights provided to the lender
and others. Most facilities are likely to score better on this factor given standardisation in the
industry. For example, a facility that includes NAV and value to cost tests, as well as lender
approval of new LPs entering the borrowing base, among other terms, will typically score ‘1’ or
‘2’, depending on the thresholds of the tests.

Sub-Factors

Score
1 2 3 4 5
Structural Verystrong Stronglimitsto  Adequatelimits Weaklimitsto  Veryweak limits
features limits to borrowing, to borrowing, borrowing, to borrowing,
borrowing, control of LP control of LP control of LP control of LP

control of LP base qualityand base quality and base qualityand base quality and
base quality and lender rights lender rights lender rights lender rights
lender rights

Source: Fitch Ratings
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Facility: Foreign Exchange Risk

Why This Is Important: This factor addresses the degree of risk introduced through FX
mismatches between the LP commitments’ currency and the SFF currency. High FX exposure
may introduce material risks to the facility that are not addressed elsewhere in the analysis.

Weight in Qualitative Assessment: Typically a low weight, except where FXrisk is higher.

Factor Scoring: Better-scored facilities have limited FX risk across permitted borrowings and
LP capital commitments’ denomination. Single-currency facilities denominated in the same
currency as LPs’ capital commitments will typically score better, while multicurrency facilities
will be evaluated based on the volatility of permitted currencies, facility terms governing FX risk
such as FX cushions, the likely FXrisk based on the fund’s expected investments and provisions
governing the manager’s ability to hedge FX risk.

Sub-Factors
Score
1 2 3 4 5
FX risk No material Limited Some exposure  High exposure Very high
exposureto FX  exposureto to unhedged FX to unhedged FX exposure to
unhedged FX ) _ ) unhedged FX

Source: Fitch Ratings

Rating Caps
High Portion of Unrated LPs

When 20% or more of the ultimate investors, by exposure, are unrated, SFF ratings are capped
at ‘AA+.

Manager

Where Fitch perceives there to be material unmitigated weakness at the manager that could
lead to potential mismanagement or adverse events that would present arisk to the SFF rating,
Fitch may impose a rating cap regardless of the strength of the LP base. The table below
illustrates the key factors considered that may result in a cap and the magnitude of the cap
applied. To apply a cap, typically a combination of a number of the risk factors described below
are present.

Fitch’s assessment of the structure of the management team and individuals’ responsibilities,
key personrisk, and number of funds managed, are often the primary considerations inimposing
a cap. Additional negative considerations could include indications of difficulty fundraising,
material staff turnover, or manager domicile in jurisdictions with less robust oversight and
regulation, among others, while mitigating factors could include several high-quality
institutional LPs, among others.

Factors Considered for Manager-Driven Caps

Cap

A BEB BB
AUM (USDbn) 52x<10 1=sx<5 <1
Operating experience (years) T=x=<15 1=x=<7 <1
Number of funds managed 3 2 1
Total staff 50<x<70 30=<x<50 <30
Senior staff 5<x<6 Jzx=4 <2
Key person risk Moderate Elevated High

Source: Fitch Ratings
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Foreign-Exchange Risk

Where unhedged FX risk is deemed to be elevated and could have a material impact on the
credit quality of the facility, Fitch may impose a rating cap on the SFF. In assessing FX risk, Fitch
considers the currencies in which the SFF can be drawn, the fund’s investment strategy and
likely FX exposure, the manager’s strategy with regard to managing FX exposure and draws on
the SFF, FX reserves and other terms of the SFF, cushions available under the QRI scenarios, the
quality of the agent bank and its ability to adjust for FX risk on the SFF, and other relevant
factors. The magnitude of the FX risk will determine whether the rating cap is ‘BBB’ (high
perceived FX risk) or ‘BB’ (very high perceived FX risk).

The determination of whether arating cap is applicable due to material FX risk is separate from
the scoring of the FX Risk qualitative factor. An example of where Fitch may impose a cap
includes a SFF where a material mismatch could be present between the currencies of LP
commitments and the currency of the SFF, where there are no FX cushions built into the SFF to
mitigate this mismatch, and where the QRI may face significant downgrades upon such a
scenario.

Additional Analytical Considerations

Legal Documentation

To conduct its analysis, Fitch reviews relevant documentation governing the fund and the SFF,
which may include LPAs, management agreements, legal opinions and other documents, as
applicable. In addition, Fitch typically relies on analysis of legal documentation conducted by the
originator or lender’s external legal counsel to assess the authority and duties granted to the GP
and the manager under the documents as well as the rights of the SFF lenders, the LPA terms,
the facility’s structural features and covenants, the enforceability of the agreements in relevant
jurisdictions, LP side letters and subscription agreements, and/or other relevant terms. Absent
external legal counsel analysis, Fitch may review the side letters or conduct additional stress
scenarios to reflect potential or likely negative side letter provisions. Fitch will reflect the
strength of the terms present in the legal documentation in its analysis as described in the
sections above.

Fitch may assign ratings to SFFs globally, in jurisdictions where appropriate legal regimes
govern funds and partnerships, and enforceability of creditors’ rights.

Material amendments to the governing documents may occur over the term of a Fitch-rated
SFF. Fitch expects notification of such amendments and will reflect any potential impact on the
assigned rating at the time of the amendment.

Umbrella Facilities and Multiple Independent LP Pools
Multiple Ratings

For SFFs that include multiple independent underlying LP pools, such as umbrella facilities, Fitch
will generally assign separate ratings to each loan obligation under the SFF. This applies where
the various LP pools are not subject to cross-collateralisation, nor to cross-default provisions
that would link the creditworthiness of the independent LP pools together, as described below.

Single Rating

Fitch will assign a single rating to a facility that benefits from cross-collateralisation between LP
pools in different funds or sleeves. In these cases, Fitch will analyse the facility as backed by one
LP pool to derive the QRI. If the facility covers multiple funds with different strategies, the
qualitative assessment will be conducted separately for each fund, and the overall SFF rating
will be derived by considering the weight of each borrower underlying the SFF. Only one
qualitative assessment will be conducted if the funds or sleeves are substantially similar.

Where there is no cross-collateralisation across different funds (or sleeves), but cross-default
provisions link the underlying funds from a credit perspective, Fitch will derive a QRI, a
qualitative assessment and a SFF rating for each LP pool separately and will rate the overall SFF
based on the lowest individual underlying SFF (weakest-link approach). Fitch will take this
approach where it believes that a default of one fund under the umbrella is likely to result in a
payment default of the other funds.
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This may be the case if loans to funds that initially did not default are likely to be accelerated,
and these funds would not have sufficient time to call capital from their respective LPs to repay
the obligations within the relevant cure period. Fitch will consider the fund manager’s economic
and reputational incentives to seek to avoid or remediate a SFF loan obligation default, and may
disregard relatively small funds/sleeves in its analysis on this basis.

Fitch may elect to apply a weakest link approach and assign a single rating to a SFF with multiple
LP pools that are not cross-collateralised and not materially credit-linked by cross-default
provisions when the rating level of each underlying obligation would be the same.

Transaction Party Review, Data Reliability and Alignment of Interests

Fitch will assess the reliability of the information provided by the originator, lender and/or fund
manager in its review of SFFs, as well as the alignment of interests between the originator and
investors. Fitch expects that, in most or all cases, information received from the originator
and/or the fund manager will be deemed reliable, and that interests will be sufficiently aligned
or sufficient checks will be in place, and, therefore, no adjustments to Fitch’s rating analysis will
be needed. However, where these pre-conditions do not exist, Fitch may decline to rate a
transaction.

Fitch's assessment of information reliability is based on the originator and/or fund manager’s
resources, experience, underwriting and monitoring procedures, and expertise of any third-
party service providers, and may include corroboration of information from alternative sources.

Fitch reviews the originator’s alignment of interests with investors and/or additional checks on
the underwriting process. This review focuses on risk retention, the fee structure, facility terms
and LP base composition relative to market norms, potential reputational and business
implications for the originator, and the involvement and experience of additional parties in the
transaction, including other lenders or investors and external legal counsel.

Fitch will rate transactions where it believes there is sufficient alignment of interests and/or
checks, with supportive factors including the originator retaining a portion of the exposure; the
originator’s fee structure depending, to a degree, on the transaction’s performance or being
paid over time; the originator having an established track record within the subscription finance
market; the originator bearing reputational and/or business risk in the event of facility
underperformance; the transaction’s structure and LP base composition aligning with market
standards; and other parties to the transaction, such as legal counsel, having experience in the
sector.

SFF Securitisations

In assigning ratings to a SFF securitisation, Fitch applies this criteria to assess the credit risk of
the underlying SFFs and the CLOs and Corporate CDOs Rating Criteria and Global Structured
Finance Rating Criteria to assess the portfolio of SFFs in aggregate and the securitisation’s
structural features.

In assessing the SFFs underlying a securitisation, Fitch would seek to establish a view on the
credit quality of the LP pool as well as the qualitative factors of the SFFs, as relevant based on
the diversification and credit enhancement of the securitisation.

Rating Assumption Sensitivity

Fitch’s opinions are forward looking and include the agency’s views of future performance. SFF
ratings are subject to positive or negative rating actions based on changes to the actual or
projected quality or performance of the LP pool, the manager, the fund or the facility terms. The
non-exhaustive list below includes the primary assumption sensitivities or shifts in key rating
drivers that can influence SFF ratings.

o Limited Partner Pool Quality: Changes in the credit quality or concentration of the LP
pool due to LP rating changes or the addition, substitution, removal, or re-designation of
LPs; increased default correlation and reduced recoveries.

] Manager Assessment: Changes in the manager’s resources or franchise due to market
conditions, internal changes or manager substitution.
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° Fund Assessment: Changes to the fund’s performance or terms that affect LPs’
incentives to satisfy capital calls or ability to recover value if LPs default.

@ Facility Assessment: Material changes to the facility’s terms.

Fitch may perform sensitivity analyses to reflect specific considerations of a transaction. Fitch's
rating committees will consider the stability of the SFF rating under these sensitivities in
assigning the SFF rating.

Surveillance

Once Fitch rates an SFF, and if the ratings are not point in time, the SFF will be subject to
surveillance, and ratings will be reviewed at least annually or on an ad-hoc basis if there is a
material change to the SFF or macroeconomic conditions. Fitch expects to receive at least
guarterly reporting on the facility and LP pool, and be notified about material changesin a timely
manner.

Changes to Facility Terms and LP Pool

The LP pool, as well as terms governing the fund and the facility can change during the life of the
SFF, and such changes often require lender approval. In fact, changes to the LP pool are quite
common given the growth of the secondary market for LP interests. Fitch will review such
changes as they occur and will reflect them in the rating. Material changes may resultin a large
positive or negative impact on the SFF rating.

Data

Fitch’s rating analysis is reliant on materials provided by the SFF originator or fund manager,
and Fitch will assess the reliability of the information based on the data provider’s capabilities
and experience. To conduct its SFF rating analysis. Fitch requests information on the
composition of the LP pool, and relevant documentation regarding the fund, SFF and manager,
as described in this report.

Variations from Criteria

Fitch’s criteria are designed to be used in conjunction with experienced analytical judgment
exercised through a committee process. The combination of transparent criteria, analytical
judgment applied on a facility-by-facility and full disclosure via rating commentary strengthens
Fitch’s rating process while assisting market participants in understanding the analysis behind
our ratings.

A rating committee may adjust the application of these criteria to reflect the risks of a specific
facility or entity. Such adjustments are called variations. All variations will be disclosed in the
respective rating action commentaries, including their impact on the rating where appropriate.

A variation can be approved by a ratings committee where the risk, feature or other factor
relevant to the assignment of a rating and the methodology applied to it are both included within
the scope of the criteria, but where the analysis described in the criteria requires modification
to address factors specific to the particular facility or entity.

Criteria Disclosures

In its rating action commentary, Fitch will disclose the rating drivers, application of rating caps
and their rationale, rating sensitivities, additional LP classification frameworks developed and
variations to criteria.

In many cases, Fitch uses the assumptions derived from its initial rating analysis in its
surveillance reviews. To focus Fitch's rating action commentaries on the most important
changes to the rating, Fitch will not disclose these assumptions in subsequent rating action
commentaries, unless there is a material change to the assumptions.

Limitations

Ratings, including Rating Watches and Outlooks, assigned by Fitch are subject to the limitations
specified in Fitch's Ratings Definitions page, available at https://www fitchratings.com.
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Appendix 1: LP Rating Derivation Framework Examples

Example 1: The LP is an unrated investment vehicle of an SWF that is the ultimate investor, but
is itself also not rated and is classified as Tier 1 under the investor quality classification
framework, which indicates a ‘BBB-' rating assumption. As the SWF's annual report
consolidates the investment vehicle on to its balance sheet, there is no further notching down
from the SWF's rating assumption, and, therefore, the LP’'s rating assumption would also be
‘BBB-'. The side letter review indicates that the investor reserves sovereign immunity, which in
this case Fitch considers warranting a further three-notch downward adjustment, resulting in
an LP rating assumption of ‘BB-".

Example 2: The LP is an unrated investment vehicle of an SWF that is the ultimate investor, and
which is itself rated 'AAA’. Fitch has evidence that this LP holds significant other investments on
behalf of the SWF, implying that the performance of the LP is strategically important to the
ultimate investor. In this scenario, there is a three-notch downward adjustment from the SWF's
rating, resulting in a ‘AA-’ rating assumption for the LP. The side letter review indicates that the
investor reserves sovereign immunity, which in this case Fitch considers warranting a further
one-notch downward adjustment, resulting in an LP rating assumption of ‘A+'.

Example 3: The LPis a pension fund investing directly in the fund, meaning it is both the ultimate
investor and the LP. The pension fund is not rated and is classified as Tier 1, indicating a ‘BBB-’
rating assumption. The side letter review indicates no material issues, and, therefore, no further
rating assumption adjustments are warranted.

Example 4: The LPis a pension fund investing directly in the fund, meaning it is both the ultimate
investor and the LP. The pension fund is rated ‘AA’, and as the side letter review indicates no
material issues, the final LP rating assumption is ‘AA’.

Example 5: The LPis a fund of funds investing directly in the fund, meaning it is both the ultimate
investor and the LP. The fund of funds is not rated and is classified as Tier 2, indicating a ‘B-’
rating assumption. The side letter review indicates no material issues, and, therefore, no further
rating assumption adjustments are warranted.

Example 6: The LP is an unrated investment vehicle of a fund of funds that is the ultimate
investor, but is itself also not rated and is classified as Tier 1 under the investor quality
classification framework, which indicates ‘BBB-' rating assumption. Fitch possesses limited
evidence of reputational, economic or contractual links between the LP and the ultimate
investor. Inthis scenario, there is a six-notch downward adjustment from the ultimate investor's
rating assumption, resulting in a ‘B-' rating assumption for the LP. The side letter review
indicates no material issues, and, therefore, no further rating assumption adjustments are
warranted.

The table below illustrates these examples and provides additional detail.

LP Rating Derivation Framework Examples
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LP type

LPrating

Example 1

Investment

vehicle

Notrated

Example 2

Investment
vehicle

Not rated

Example 3

Pension fund

Not rated

Example 4
Pension fund

AA

Example 6

Investment
vehicle

Not rated Not rated

Example 5
Fund of funds

Ultimate investor

Same as LP?

No

No

Yes

Yes

Yes No

Type

SWF

SWF

Pension fund

Pension fund

Fund Fund of funds

Rating

Not rated

AAA

Not rated

AA

Not rated Not rated

Investor or manager AUM (USDbn)

120

120

200

200

35 55

Years of experience

45

45

30

30

30 80

Domicile Country Ceiling
Sovereign/state/parent rating
Funded ratio % (for pensions)

=

AAA
N.A.

AAA
AAA
N.A.

AAA

AA.

92

AAA
AA
92

AA AA-
n.a. n.a.
n.a. n.a.

Fund size (USDbn, for funds)

n.a.

n.a.

n.a.

n.a.

3 n.a.

Tier classification

Tier 1

n.a.

Tier1

n.a.

Tier2 Tier 1
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LP Rating Derivation Framework Examples
Example 1 Example 2 Example 3 Example4 Example 5 Example 6
Rating assumption BBB- AAA BEB- AA B- BBB-
Driver of rating assumption Tiér cIassiﬁcation-U.ltimate investor Tier classification LP rat'lhg Tier classification Tier classifi.cation
rating
Ultimate investor and LP relationship Implicit strong Reputational and Same entity Same entity Same entity Limited
contractual links  economiclinks reputational,
economic, or
contractual links
Relationship notching 0 -3 n.a. n.a. n.a. -6
Resulting LP rating BBB- AA- BEB- AA B- B-
Side-letter constraints Sovereign Sovereign None None None None
immunity immunity
Side-letter notching 3 -1 na. na n.a. n.a
Resulting final LP rating BBE- A+ BEBB- B- B-

Source: Fitch Ratings
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Appendix 2: Portfolio Credit Model (PCM) Assumptions

Correlation Assumptions

Fitch calibrated the global and regional correlation figures within PCM for the SFF criteria, using
a similar approach as the CLOs and Corporate CDOs Rating Criteria. Correlation inputs for the
purposes of this criteria were limited to a global component (given the potential for higher,
systemic correlation among ultimate investors in a macro-stress) and a regional component (to
account for potential increasing loss severity in less-developed or emerging markets [EMs]). The
global correlation figure is set at 6% and the regional correlation figures are the same as
typically instituted in PCM (see Regional Correlation Table for PCM on page 6). Country, industry-
specific and emerging market (separate from regional) correlation figures are set to 0%.

Furthermore, Fitch calibrated the correlation assumptions based on a pool of ‘B’ to ‘BBB’ rated
LPs and a three- to five-year time horizon.

Regional Correlation

Qutside the global base correlation, the regional correlation assumption is also considered.
Fitch's view is that diversification can be achieved across regions. The base level correlation for
assets is 6%, with an uplift of 2% for all non-EM regions and a 10% uplift for EM regions. The
differentiated uplift for EMs increases the pair-wise correlation between LPs within these
jurisdictions, producing more conservative PCM results for portfolios with higher
concentration in EMs.

Although this calibration was done for a different asset type than LP capital commitments, the
underlying assumptions for regional correlation are applicable for this criteria report.
Nevertheless, the assumptions were tested for their impact on projected defaults and SFF
rating outcomes, and results were consistent with Fitch’s expectations of limited impact on
both.

The table below summarizes the results for a 300-LP, three-year term uniformly distributed
portfolio with ‘B-' rated LPs and varying regional compositions. “Mixed” compositions are
portfolios with 50% of assets in one region and 50% in another region. The “Mixed Non-EM"
portfolio is composed of LPs from two different non-EM regions, the “Mixed EM" portfolio
comprises LPs from two different EM regions. and the "Mixed EM and Non-EM” portfolio is
made up of LPs from one EM region and one non-EM region.

Model-Projected Defaults (RDR %) for Equally Weighted Portfolio of 300 LPs with 6%
Flat Pair-Wise Correlation and Three-Yr. Term, Different Regions

Mixed ImpactonRDR

All Mixed Impact Mixed Impact EMand (Comparedto
RDR Non-EM Non-EM  onRDR All EM EM onRDR Non-EM  All Non-EM)
AAA 393 370 23 573 467 106 423 30
AA 37.0 350 20 53.0 433 97 39.7 27
A 320 303 17 457 37.3 84 343 23
BBB 263 250 13 36.0 300 60 280 17
BB 207 200 0.7 263 230 33 217 10
B 16.7 160 07 19.7 180 17 170 03

Source: Fitch Ratings

Regional concentration has a greater impact on projected defaults for portfolios consisting of
EM and lower-rated LPs than developed market and higher-rated LPs.

Recovery Rates Assumptions

For eligible fund jurisdictions, Fitch uses upper (95%) and lower (60%) bounds as the recovery
rate for the 'CCC’ and "AAA rating levels, respectively, and applies linear interpolation to arrive
at notch-specific recovery rates. For less favourable fund jurisdictions, Fitch will determine the
appropriate recovery assumptions on a case-by-case basis.
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Recovery Rates Assumptions by Rating Level

(%)

AAA AA+ AA AA- A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B- CCC+ CCC
60 62 64 66 68 /0 /2 4 76 79 81 83 85 87 89 91 93 95

Source: Fitch Ratings

The interpolated recovery rates must be input into PCM as “asset-specific recovery estimates”,
prior to running the model. Therecovery assumptions applied to interests of more concentrated
ultimate investors are stressed further in the quantitative analysis. This is done by applying a
0.75x multiple on recovery rates to the excess concentration of any ultimate investor’s
exposure above 6.5% of the total pool's uncalled capital.

Excessive LP Concentration: PCM Stress

Portfolios with a small number of ultimate investors, or those where individual ultimate
investors represent a disproportionate exposure within the portfolio, are stressed further in
PCM.

To address the idiosyncratic risk with respect to the default behavior of the largest ultimate
investors, Fitch applies a correlation stress of 50% to the largest ultimate investors. The largest
ultimate investors are based on the individual ultimate investors’ uncalled committed capital in
the LP portfolio. The stresses are applied to the largest ultimate investors up to a maximum of
15 ultimate investors for which the aggregate undrawn commitment is in excess of 30%, or any
individual ultimate investor that is at least 6.5% of the portfolio’s undrawn commitments.
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Appendix 3: Concentrated LP Pools and Investor Support
Framework

Fitch uses the framework below to derive rating assumptions for unrated LPs in an LP pool
composed of three or fewer ultimate investors. This typically applies to unrated investment
vehicle subsidiaries or special-purpose vehicles, including GP co-investment vehicles, used to
commit capital on behalf of an ultimate investor. The framework can also be applied where one
to three ultimate investors remain after disregarding ultimate investors that can be absorbed
by overcollateralisation available under the SFF.

In determining the LP rating assumption, Fitch primarily assesses the ability and willingness of
the Fitch-rated ultimate investor to support the unrated LP. The table below describes the key
considerations in the analysis and how they are scored relative to the ultimate investor’s rating.
The degree of linkage between the ultimate investor and the LP will be based on cumulative
notchingin the table below . If the cumulative notching is more than five notches, the LP cannot
be rated on a top-down basis under the framework and instead would be analysed on a stand-
alone basis. Fitch may conduct supplemental analysis to apply the framework to a specific
concentrated LP pool.

Notching Considerations for Unrated LPs Relative to Ultimate Investor (Ul)
Ratings

Attribute No notching -1 notch -2 notches

The LPis asingle-asset n.a.
vehicle or no information

The LP is a multi-asset
vehicle (or subsidiary
conducting business
activities)

Economic incentives
to support LP

The Ul's alternative assets
are =5% of AUM/balance
sheet assets, and are
<=lJSD3 billion. Modest
or limited Ul track record
managing liquidity risk for

-The Ul's alternative
assets are 5-20% of

Strategicimportance, The Ul's alternative

reputational risk, and  assets are >20% of

alternatives expertise AUM/balance sheet AUM/balance sheet
assets, or are >USD10 assets, or are >USD3
billion. Longstanding and  billion. Acceptable Ul
good Ul track record track record managing

managing liquidity risk liquidity risk for capital capital calls.
for capital calls. calls.
Legally binding Agreement committing  Letter where Ul No formal

commitments and
documentation

the Ul tokeep LPfunded acknowledges its acknowledgement related

to be able to meet capital relationshiptothe LP,or tothe LP or facility;

calls for the benefit of that the uncalled capital however, thereis

the lenders or fund; or commitments of the LP evidence of connection

similar. act as collateral for the between Ul and LP which

benefit of the lenders:; could include similar

structure chart; LP signatories, address, other

appearing in financials of documentation, or other

parent; or similar. confirmation from
relevant parties.

For GP co-invest
vehicles, appearingin
financials of parent as
wholly owned; or similar.

Additional notching

Notes: If the LP is a GP employee investment vehicle, Fitch may treat the GP as the Ul for the purposes of this framework
where we assess the vehicle to be of strategic importance to the GP.

Alternative assets include drawdown funds in asset classes such as private equity, private credit, infrastructure, real
estate, and similar exposures, if alternative assets are not disclosed separately.

Additional notching could be applied for sovereign immunity (in line with the approach for diversified pools) and, in
exceptional cases, for other risks not explicitly captured in the framework. Examples may include regulatory
impediments to support or indications of risk management or governance weaknesses.

Source: Fitch Ratings.

To illustrate, in a scenario where the LP, which is an investment vehicle, holds one asset, the
ultimate investor has USD50 billion of assets invested in private capital funds, and there are no
formal guarantees or other contractual arrangements evident between the ultimate investor
and the LP in relation to the SFF, if the ultimate investor was rated ‘AA’, the LP’s rating for the
purpose of QRI would be input as ‘A’, three notches below the ultimate investor’s rating.
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Fitch will use the anchor rating of the ultimate investor, or most relevant support provider,
which could be an intermediate parent. Generally, this will be the rated entity that is the most
immediate direct or indirect parent of the LP, reflecting the most relevant rating available.
References to ultimate investor elsewhere in the framework mean the entity from which the
anchor rating is derived.

Where LPs are rated, these ratings will be used in the QRI. Where there is an explicit guarantee
from a rated ultimate investor to an unrated LP which facilitates direct recourse to the ultimate
investor in the event of the LP defaulting on a capital call, Fitch will use the rating of the ultimate
investor in the QRI. This will be assessed on a case-by-case basis.

The anchor rating will typically be the assigned |DR of the ultimate investor. For certain pension
funds, the anchor rating will be the IDR minus one notch to reflect the absence of creditor
priority relative to the pension’s beneficiaries and the incremental risk that the support
embedded in the pension fund’s IDR may not extend, under all circumstances, to capital call
commitments. Notching is limited to one notch provided the financial assets of the pension fund
are meaningfully larger than its capital call commitments (indicating sufficient financial
resources to honour capital call commitments).

The standard qualitative assessment will be scored, but the final SFF rating will not be above the
lowest ultimate investor anchor rating, unless Fitch determines that the associated LP is
replaceable in practice, which may be the case where the fund vehicle co-invests alongside a
main fund on largely similar terms.
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Appendix 4: Example of Effective Maximum Permitted Advance
Rate Calculation
A credit agreement establishes requirements for investors’ uncalled capital commitments
(UCC) to be eligible for inclusion in the borrowing base. The credit agreement also establishes
an individual concentration limit of 15% of eligible UCC for each investor.
The credit agreement establishes four types of investors:
1.  Included investors advance rate of 90%.
2. Hurdle investors advance rate of 40%, but once 40% of capital is called the advance
rate increases to 75%.
3. Designated investors advance rate of 50%.
4. Excluded investors are not given any credit in the borrowing base.
In this example, Fitch derives the effective Max AR per the below table:
Example of Effective Max AR Calculation
- - Individual Concentration Individual Eligible Commitments Advance Rate
ucc (% of Eligible Concentration limit  after Concentration (after Hurdle) (B) Borrowing Base
LP Name (USDm) Type Commitments) (%) (%) LImit (USDm) (A) (%) Contribution ($)(C)
Investor 1 600  Included 34 15 264 90 237.6
Investor 2 400  Included 23 15 264 90 237.6
Investor 3 300 Hurdle 17 15 264 75 198.0
Investor 4 - 200_ Hurdle ) 11_ 15 200_ 75 150.0
Investor 5 100 Designated ) 6 15 100 50 50.0
Investor 6 ) 80_ Designated B 5_ 15 80_ 50 40.0
Investor7 80 Designated 5 15 80 50 40.0
Investor 8 80 Excluded 0 0 = 0 0-
Investor 9 80 Excluded 0 0 - 0 0-
Investor 10 80 Excluded 0 0 = 0 0-
2,000 1252 953.2

Source: Fitch Ratings

Each individual concentration percentage is calculated as a portion of the total eligible UCC,
which here is USD1,760 million (the sum of all non-excluded UCC). Individual investor
concentration is limited to 15% of the total eligible commitments - in this case, 15% of
USD1,760 million is USD264 million. Although Investors 1, 2 and 3 have higher UCC, their
eligible UCC after their respective concentration limits is therefore limited to USD264 million
each.

Hurdle investors have a lower advance rate at the beginning of the transaction, which increases
after a certain threshold (40% capital called in this example) is met. To account for this dynamic
component, Fitch will use the maximum possible advance rate for Hurdle investors of 75%.

Multiplying each investor’s eligible commitment after concentration limits (A) by its respective
advance rate (B) gives each investor’s borrowing base contribution (C). The effective maximum
permitted advance rate is the ratio of the total borrowing base contributions and to total UCC
- here USD953.2 million divided by USD2,000 million, or 47.66%.
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