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Overview

The Fixed Income and Fund Services group under Research provides mutual fund rankings, valuations, indices, etc.
thereby furthering Crisil’'s objective of making markets function better. IRS valuations are provided to mutual funds
following valuation guidelines provided by AMFI.

Background

Interest rate swap is a type of Derivative contract in which one stream of future interest payment is exchanged for another
on a notional principal amount (Fixed for floating exchange).

In a swap contract the principal does not change hands. One cash flow is generally fixed whereas the other is variable
(based on benchmark interest rate).

Valuation methodology

e Current practice for valuation assumes floating leg will always be valued at par.

e Since floating leg is assumed to be at par, only valuation of fixed leg is provided as per terms and conditions provided
by client.

— For valuation of Fixed leg, cash flows are plotted till maturity and Interest payment dates are adjusted for Interest
Payment dates falling on weekends.

— Fordiscounting of IRS, we use Overnight MIBOR rate and we source the remaining curve from CCIL/ third party
vendors where VWAY of trades is taken for valuation for which quantity is greater than 25 crs.

— Last Traded Yield will be considered during exceptional days to account for intraday volatility. **
**Exceptional days will be tracked internally by team in case the difference between LTY & VWAY of CCIL trades is greater than 25 bps we will initiate
polling whether to consider LTY for that day. Exceptional days may include monetary policy/credit policy, quarter end days, union budget, specific events
which may have material impact on yields and others.

e Yields of individual IRS are arrived at using interpolation technique to match with residual tenor of the IRS.

e The fixed cash-flows are discounted at the yield to arrive at the final price.

Governance mechanism

Crisil has an internal committee comprising of President, Senior Director/s, Director/s and Associate Director/s which has
following role as provided below.

o Criteria Committee: Valuation policy and any changes to such policies are discussed with the committee and are
incorporated post approval by the committee.

e Valuation Committee: Matters pertaining to exceptions, are discussed with valuation committee and acted upon
based on its feedback. Exceptions may include any methodology changes, regulatory changes, market events
impacting yields, etc.
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About Crisil

Crisil is a global, insights-driven analytics company. Our extraordinary domain expertise and analytical rigour help clients make mission-
critical decisions with confidence.

Large and highly respected firms partner with us for the most reliable opinions on risk in India, and for uncovering powerful insights and
turning risks into opportunities globally. We are integral to multiplying their opportunities and success.

Headquartered in India, Crisil is majority owned by S&P Global.

Founded in 1987 as India’s first credit rating agency, our expertise today extends across businesses: Crisil Ratings, Crisil Intelligence,
Crisil Coalition Greenwich and Crisil Integral Q.

Crisil's global workforce operates in the Americas, Asia-Pacific, Europe, Australia and the Middle East, setting the standards by which
industries are measured.

For more information, visit www.Crisil.com
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Crisil respects your privacy. We may use your personal information, such as your name, location, contact number and email id to fulfil
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