PEFINDO Rating Criteria & Methodology

CORPORATE SECTOR (NON FINANCIAL INSTITUTION ENTITY)
PEFINDO’s rating methodology for CORPORATE sector or corporate entities that are not financial
institutions (Non-Financial Institutions) in general, includes three major risk assessment, Industry Risk,
Business Risk, and Financial Risk. PEFINDO also applies the parent support methodology in
assigning the rating. The parent support methodology will be applied for private companies while for
companies owned by the central or regional government, PEFINDO will apply the Government Related
Entities (GRE) rating methodology.
INDUSTRY RISK ASSESSMENT
Assessment of risk for each type of industry is based on a thorough analysis of the five major risk factors
as follows:
Growth and stability of the industry which is related to supply and demand conditions, prospects,
market opportunities (domestic vs. export), industrial stages (initial-phase, developing, maturing, or
saturated), and the type of products (products that are complementary vs. replacement product, specific
vs. general, and commodities vs. differentiation).
Revenue and cost structure of the industry which includes examination of the composition of the
stream of income (Rupiah vs foreign currency), the ability to generate an operating profit (EBITDA and
EBIT), the ability to raise prices (the ability to easily pass on cost increases to customer / end-users), labor
and raw materials, cost structure and composition (Rupiah vs foreign currency), the composition of fixed
costs and variable costs, procurement of raw materials industry (domestic and imported).
Barriers to entry and competition in the industry, includes an assessment of the characteristics of
the industry (capital-intensive, labor-intensive, fragmented, diffused, tightly regulated, and so on) to
determine the level of difficulty of entry for new players. Assessment also includes an analysis of the
number of players in the industry (domestic vs. global), its closest competitor (domestic vs. global), the
potential for price wars (domestic vs. global), and others to determine the level of existing competition and
to come.
Regulation of the Industry, limiting the number of players, license, tax policies (export, import, quotas,
tariffs, customs, excise, etc.), government pricing policies (regulations of Indonesian government to set
prices in some sectors such as electricity, highways, and telephones) and environmental requirements
(particularly for the mining sector) and others.
Financial profile of the industry is generally assessed by the analysis of several financial benchmarks
taken from several large companies in the industry most of which can represent their respective industries.
Analysis of the financial performance of the industry including analysis of leverage and cash flow protection.
BUSINESS RISK ASSESSMENT
The business risk assessment of a company is slightly different from one company to another, depending
on the Key Success Factors of the industry in which the company is classified.
FINANCIAL RISK ASSESSMENT
Risk assessment of the company's financial profile is based on a thorough and detailed analysis on four key
areas as follows: Financial Policy, Capital Structure, Cash Flow Protection And Liquidity, Financial Flexibility.
Also important to note that all of the analysis will include a comparative analysis against similar competitors
in the respective industry and the industry itself among other industries.
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DISCLAIMER
The rating contained in this report or publication is the opinion of PT Pemeringkat Efek Indonesia (PEFINDO) given based on the
rating result on the date the rating was made. The rating is a forward-looking opinion regarding the rated party’s capability to meet
its financial obligations fully and on time, based on assumptions made at the time of rating. The rating is not a recommendation for
investors to make investment decisions (whether the decision is to buy, sell, or hold any debt securities based on or related to the
rating or other investment decisions) and/or an opinion on the fairness value of debt securities and/or the value of the entity assigned
a rating by PEFINDO. All the data and information needed in the rating process are obtained from the party requesting the rating,
which are considered reliable in conveying the accuracy and correctness of the data and information, as well as from other sources
deemed reliable. PEFINDO does not conduct audits, due diligence, or independent verifications of every information and data received
and used as basis in the rating process. PEFINDO does not take any responsibility for the truth, completeness, timeliness, and accuracy
of the information and data referred to. The accuracy and correctness of the information and data are fully the responsibilit y of the
parties providing them. PEFINDO and every of its member of the Board of Directors, Commissioners, Shareholders and Employees
are not responsible to any party for losses, costs and expenses suffered or that arise as a result of the use of the contents and/or
information in this rating report or publication, either directly or indirectly. PEFINDO generally receives fees for its rating services from
parties who request the ratings, and PEFINDO discloses its rating fees prior to the rating assignment. PEFINDO has a commitment in
the form of policies and procedures to maintain objectivity, integrity, and independence in the rating process. PEFINDO also has a
“Code of Conduct” to avoid conflicts of interest in the rating process. Ratings may change in the future due to events that were not
anticipated at the time they were first assigned. PEFINDO has the right to withdraw ratings if the data and information received are
determined to be inadequate and/or the rated company does not fulfill its obligations to PEFINDO. For ratings that received approval
for publication from the rated party, PEFINDO has the right to publish the ratings and analysis in its reports or publication, and publish
the results of the review of the published ratings, both periodically and specifically in case there are material facts or important events
that could affect the previous ratings. Reproduction of the contents of this publication, in full or in part, requires written approval
from PEFINDO. PEFINDO is not responsible for publications by other parties of contents related to the ratings given by PEFINDO.
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