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STANDARD & POOR’S PLACES RATINGS ON CREDIT WATCH
POSITIVE

Ausdrill Limited (ASX: ASL) advises that Standard and Poor’s Global Ratings (S&P) has
placed the Company’s credit ratings on Credit Watch Positive based on the Company’s
proposed acquisition of Barminco Holdings Pty Ltd (Barminco). S&P also placed
Barminco’s credit ratings on Credit Watch Positive.

S&P has indicated that if the transaction is completed in its current form, that they would
raise:

- Ausdrill’s rating to ‘BB’, with further potential for rating upside; and
- Barminco’s rating to ‘BB-/Watch positive’.

S&P press releases attached.

About Ausdrill

Ausdrill (ASX: ASL) is a diversified mining services company. Since its formation in Kalgoorlie in 1987, Ausdrill
has grown significantly and now has operations across Australia, Africa and the United Kingdom. Ausdrill is a
leader in providing services in contract mining, grade control, drill & blast, exploration, mineral analysis,
procurement & logistics. The Ausdrill Group employs over 5,000 staff worldwide.

For further information, please contact:

lan Cochrane Theresa Miikota

Executive Chairman Acting Chief Executive Officer
Ausdrill Limited Ausdrill Limited

Tel: +618-9311 5666 Tel: +618-9311 5666

AUSDRILL LIMITED 6-12 Uppsala Place T: +618 9311 5666 info@ausdrill.com.au
ABN 95 009 211 474 Canning Vale WA 6155 F: +618 9311 5667 ausdrill.com.au
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Research Update:

Ausdrill Ltd. Ratings Placed On CreditWatch
Positive On Proposed Acquisition Of Barminco
Holdings Pty Ltd.

Overview

 Ausdrill's proposed acquisition of Barminco Holdings Pty Ltd. via a scrip
of fering and cash should inprove Ausdrill's scale and diversity.

e In addition, Ausdrill will raise A$250 million of underwitten equity to
redeemits US$300 million senior unsecured notes, denonstrating
Ausdrill's comitnment to nmmintaining a prudent financial policy.

* W are placing the 'BB-' long-termissuer credit rating on the company

and 'BB+ and 'BB-' ratings on the conpany's senior secured and seni or
unsecured issues, respectively, on CreditWatch with positive inplications.

* W plan to resolve the CreditWatch follow ng conpletion of the
acquisition. W would raise the rating by one notch to 'BB if the
transaction is conpleted inits current form wth further potential for
rating upside.

Rating Action

On Aug. 15, 2018, S&P d obal Ratings placed its 'BB-' long-termissuer credit
rating on Ausdrill Ltd. on CreditWatch with positive inplications. At the sane
time, we placed the 'BB+ and 'BB-' ratings on the conpany's senior secured
and senior unsecured issues, respectively, on CreditWatch with positive

i mplications.

Based in Australia, Ausdrill is a provider of mning services.

Rationale

We placed the ratings on CreditWatch with positive inplications because
Ausdrill's proposed acquisition of Barminco Holdings Pty Ltd. should inprove
Ausdrill's operating scale, and service and comodity diversity. Ausdrill will

fund the majority of the acquisition, which has an inplied enterprise val ue of
A$697 million (including Barminco's US$350 million senior secured debt), via a
scrip offering and a small cash conponent.

In our view, the potential transaction should inprove Ausdrill's scale of
operations, solidifying the conpany's business risk profile. It would create
t he second-1argest surface and underground mining services conpany in
Australia with revenues of about A$1.8 billion on a pro-forma basis
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(consolidating Barnminco and the African Underground M ning Services joint
venture) as of June 30, 2018. Ausdrill reported about A$887 million of revenue
during the year ended June 30, 2018. In addition, Ausdrill's service offering
woul d expand to underground hard-rock mning, which has a hi gher nargin,
greater barriers to entry, and |l ower capital intensity conpared with open-cut
mning. Ausdrill's commodity exposure will also inprove slightly, with sone
exposure to base netals such as zinc and nickel. However, the conbined group
remains | argely exposed to gold and copper.

More inmportantly froma credit perspective, the acquisition would reduce
Ausdrill's exposure to higher-sovereign risk countries. This reduction is
because Australia will account for about 50% of the consolidated group's
revenues, from about 35%currently.

In our view, Ausdrill's prudent financial nanagenment underpins its credit
strength. To reduce its |leverage, the conpany plans to repay its US$300
mllion senior unsecured notes maturing in 2019 via a A$250 million (before
costs) fully underwitten equity raising, excess cash, and drawing on its
revolving credit facility. Barminco's bonds will remain in the consolidated
group's capital structure after the acquisition. Ausdrill has a track record
of funding growh with equity. In late 2017, Ausdrill raised A$100 nmillion
equity (before costs) to fund its growmh capital expenditure for new
contracts.

The current '"BB-' rating on Ausdrill reflects the conpany's snaller scale
gl obal ly, increasing presence in Africa, and indirect exposure to volatile
commodity prices. Ofsetting these weaknesses is Ausdrill's long track record

and expertise of operating in Africa, its conservative financial mnmanagenent,
and a diversified service offering that provides sone resilience to an
i ndustry downt urn.

CreditWatch

We plan to resolve the CreditWatch follow ng conpletion of the acquisition. W
woul d raise the rating by one notch to 'BB" if the transaction is conpleted in
its current form with further potential for rating upside.

Related Criteria

e Criteria - Corporates - Ceneral: Recovery Rating Criteria For
Specul ati ve- G ade Corporate |ssuers, Dec. 7, 2016

e Criteria - Corporates - Ceneral: Methodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate Issuers, Dec. 16, 2014

e Criteria - Corporates - Industrials: Key Credit Factors For The
Engi neering And Construction Industry, Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Methodol ogy: Ratios And
Adj ust ments, Nov. 19, 2013
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e Criteria - Corporates - Ceneral: Corporate Mthodol ogy, Nov. 19, 2013

e CGeneral Criteria: Country Ri sk Assessment Met hodol ogy And Assunpti ons,
Nov. 19, 2013

e CGeneral Criteria: Ratings Above The Soverei gn--Corporate And Gover nnent
Ratings: Methodol ogy And Assunptions, Nov. 19, 2013

e General Criteria: Group Rating Methodol ogy, Nov. 19, 2013
* General Criteria: Methodol ogy: Industry Risk, Nov. 19, 2013

e General Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

e Ceneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

Ratings List

Cr edi t WAt ch/ Qut | ook Acti on

To From
Ausdrill Ltd.
| ssuer Credit Rating BB-/ Wat ch Pos/ - - BB-/ St abl e/ - -
Ausdrill Finance Pty Ltd.
Seni or Secured
Local Currency BB+/ WAt ch Pos BB+
Recovery Rati ng 1(95% 1(95%
Seni or Unsecured
Forei gn Currency BB-/ WAt ch Pos BB-
Recovery Rati ng 4(30% 4(30%
Ausdrill International Pty Ltd.
Seni or Secured
Local Currency BB+/ WAt ch Pos BB+
Recovery Rati ng 1(95% 1(95%

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www. st andardandpoors.com for further
information. Conplete ratings information is avail able to subscribers of
RatingsDirect at ww. capitalig.com Al ratings affected by this rating action
can be found on S&P d obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.

S&P d obal Ratings Australia Pty Ltd holds Australian financial services
| i cense nunber 337565 under the Corporations Act 2001. S&P d obal Ratings'
credit ratings and rel ated research are not intended for and nust not be
distributed to any person in Australia other than a whol esale client (as
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defined in Chapter 7 of the Corporations Act).
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Research Update:

Barminco Holdings Pty Ltd. 'B' Ratings Placed On
CreditWatch Positive On Takeover Bid By Ausdrill
Ltd.

Overview

e Ausdrill Ltd. has reached an agreenent to acquire 100% of Barm nco via a
scrip offering and cash.

e W expect Barnminco to becone a core subsidiary of Ausdrill should the
transacti on be successful inits current form

e W are placing our 'B ratings on Barm nco and the conpany's debt on
CreditWatch with positive inplications, reflecting the likelihood that
Barminco will benefit from Ausdrill group's stronger credit quality.

e W would seek to resolve the CreditWatch foll owi ng conpletion of the
transaction. |f the proposed transaction is successful in its current
form we would raise the long-termrating on Barninco to equalize the
rating with that on Ausdrill (BB-/Watch Pos).

Rating Action

On Aug. 15, 2018, S&P d obal Ratings placed its 'B long-termissuer credit
rating on Barnminco Holdings Pty Ltd. on CreditWatch with positive
implications. At the sane tine, we placed the 'B rating on the conpany's
seni or secured debt on CreditWatch with positive inplications.

Based in Australia, Barm nco is a provider of underground hard-rock contract
nm ni ng servi ces.

Rationale

We placed the ratings on CreditWatch with positive inplications because we
expect Barm nco to be a core subsidiary of Ausdrill group follow ng conpletion
of Ausdrill's takeover of Barnminco.

Barmi nco has reached an agreement with Ausdrill that the latter will acquire
100% of Barminco's share capital for A$271.5 million. Ausdrill will fund the

majority of the acquisition via a scrip offering and a small cash conponent.
Barmi nco's security holders will receive 22.1% of the conbined group. In

addi tion, Ausdrill wll assume Barm nco's US$350 million senior secured notes,
which will remain within the consolidated group. W note that a

change-of -control clause of Barm nco's senior secured notes will only be
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Ausdrill Ltd.

triggered if the transaction results in a lowering of the rating on Barm nco's
debt .

We woul d regard Barnminco to be a core subsidiary of the conbined group shoul d
the transaction be conpleted inits current form In our opinion, Barm nco is

unlikely to be sold, operates in the sane industry as Ausdrill, and wll act
as an additional division of Ausdrill. The core status would result in a
raising of the ratings on Barmnco to the sane | evel as the group credit
profile of its potential parent, Ausdrill (BB-/Watch Pos).

In our opinion, the potential transaction would inmprove Ausdrill's scale of
operations. It would create the second-I|argest surface and underground mini ng
services conpany in Australia with revenues of about A$1.8 billion on a

pro-forma basis (consolidating Barninco and the African Underground M ning
Services joint venture [AUMS JV]) as of June 30, 2018. In addition, the
consol i dated group's service offering would expand to underground hard-rock
m ni ng, which has a higher margin, greater barriers to entry, and | ower
capital intensity conpared with open-cut nining. The consolidated group's
commodi ty exposure will also inprove slightly, with sone exposure to base
netal s such as zinc and nickel. However, the conbined group remains |argely
exposed to gold and copper

The current 'B" rating on Barminco reflects the conpany's small scal e of
operations globally and narrow busi ness focus on underground hard-rock
contract mning. In addition, the conpany has a concentration of contracts,
whi ch coul d expose the business to earnings volatility if it cannot roll over
or extend expiring contracts. Offsetting these weaknesses is Barm nco's |ong
track record of operations and sone geographic diversity benefits fromits
AUMS JV busi ness that of fset weaker conditions in its Australian operations.

CreditWatch

We plan to resolve the CreditWatch foll owi ng conpletion of the takeover. W
are likely to equalize the ratings on Barninco to that on its parent,
Ausdrill.

Related Criteria

e Criteria - Corporates - General: Recovery Rating Criteria For
Specul ati ve- G ade Corporate Issuers, Dec. 7, 2016

e Criteria - Corporates - Ceneral: Methodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |Issuers, Dec. 16, 2014

e Criteria - Corporates - Ceneral: Corporate Methodol ogy: Ratios And
Adj ust ments, Nov. 19, 2013
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e Criteria - Corporates - Ceneral: Corporate Mthodol ogy, Nov. 19, 2013

e Criteria - Corporates - Industrials: Key Credit Factors For The Capital
Goods I ndustry, Nov. 19, 2013

* General Criteria: Methodol ogy: Industry Risk, Nov. 19, 2013

e CGeneral Criteria: Country Ri sk Assessment Met hodol ogy And Assunpti ons,
Nov. 19, 2013

e General Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

e General Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

e Ceneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

Ratings List

Cr edi t WAt ch/ Qut | ook Acti on

To From
Barmi nco Hol dings Pty Ltd.
| ssuer Credit Rating B/ Wat ch Pos/ - - B/ St abl e/ - -
Barmi nco Finance Pty Ltd.
Seni or Secured
Local Currency B/ Wat ch Pos B
Recovery Rati ng 4(35% 4(35%

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further

i nfornati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. capitalig.com All ratings affected by this rating action
can be found on S&P d obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col umm.

S&P d obal Ratings Australia Pty Ltd holds Australian financial services

| i cense nunber 337565 under the Corporations Act 2001. S&P d obal Ratings'
credit ratings and rel ated research are not intended for and nmust not be
distributed to any person in Australia other than a whol esale client (as
defined in Chapter 7 of the Corporations Act).
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