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2 NOVEMBER 2018

STANDARD & POOR’S UPGRADES RATINGS FOR
AUSDRILL AND BARMINCO

Ausdrill Limited (ASX: ASL) advises that Standard and Poor’s Global Ratings (S&P) has
raised the Company’s credit ratings to ‘BB’ following the acquisition of Barminco Holdings
Pty Ltd (Barminco). S&P also raised Barminco’s credit ratings to ‘BB’.

The details of the upgrades are as follows:

Ausdrill
- Corporate credit and senior unsecured notes ratings — Upgraded to “BB” from “BB-"
- Senior secured debt rating — Upgraded to “BBB-"from “BB+”

Barminco
- Corporate credit rating — Upgraded to “BB” from “B”
- Senior secured debt rating — Upgraded to “BB” from “B”

The outlook on these ratings is stable.

S&P press release 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, India and the United Kingdom.

Ausdrill is a leader in open-cut and underground contract mining, diamond drilling, grade control, drill & blast,
exploration, mineral analysis, procurement and logistics. The Ausdrill Group employs over 7,000 staff worldwide.

For further information, please contact:

Investors Media

Engelbert Bets Shaun Duffy

General Manager — Corporate Finance & Investor Relations Senior Managing Director
Ausdrill Limited FTI Consulting

Tel: +61 8 6350 9113 Tel: +61 8 9321 8533

AUSDRILL LIMITED 6-12 Uppsala Place T: +618 9311 5666 info@ausdrill.com.au

ABN 85 009 211 474 Canning Vale WA 6155 F: +618 9311 5667 ausdrill.com.au
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Research Update:

Ratings On Ausdrill And Barminco Holdings
Raised To 'BB' And Removed From CreditWatch
After Acquisition; Outlook Stable

Overview

* Ausdrill has conpleted its acquisition of Barm nco, which was funded via
a scrip offering and cash. In our view, the acquisition should inprove
Ausdrill's operating scale, service and comodity diversity.

* As such, we are raising the long-termissuer credit rating on Ausdrill to
'"BB' from'BB-', issue rating to 'BBB-' from'BB+ on the senior secured
debt, and issue rating to 'BB from'BB-' on the senior unsecured debt.

At the sane tine, we are raising the ratings on Barnminco and its debt to
'"BB" from'B', inline with the Ausdrill rating because we consi der
Barminco to be a core subsidiary of Ausdrill.

e The stable outlook reflects our expectation that Ausdrill will continue
to generate positive free operating cash flows, and avoid significant
m ssteps with the integration of Barminco. W al so expect the group to
grow its order book across its key geographi es under the Ausdrill,
Bar mi nco, and AUMS brands.

Rating Action

On Nov. 1, 2018, S&P G obal Ratings raised its long-termissuer credit rating
on Ausdrill Ltd. to 'BB" from'BB-'. The outl ook is stable.

We al so rai sed our issue-level ratings on Ausdrill's senior secured facility
to 'BBB-' from'BB+', and on the senior unsecured notes to 'BB from'BB-'.
The '1' recovery rating on the senior secured facility and '4' recovery rating
on the senior unsecured notes are unchanged, and indicate our expectation of
very high (90%to 100% rounded estimate: 95% recovery prospects and average
(309% recovery prospects, respectively, in the event of a paynent default.

At the sane tinme, we raised the long-termissuer credit rating on Barm nco
Hol dings Pty Ltd. to 'BB" from'B' . The outlook is stable. W also raised our
i ssue-level ratings on Barnminco's senior secured notes to 'BB from'B, in
line with the ratings on Ausdrill. The recovery rating on the notes renains
unchanged at '4' (45%, indicating average recovery prospects.

We renoved all ratings on Ausdrill and Barminco from CreditWatch with positive
i nplications, where they were initially placed on Aug. 15, 2018.
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After Acquisition; Outlook Stable

Based in Australia, Ausdrill and Barm nco are providers of mning services.
Rationale
We raised the ratings on Ausdrill to reflect our view that the acquisition

shoul d i nprove the conpany's operating scale, service and comodity diversity.
In addition, given that Barm nco's projects are mainly based in Australia and
heavi |y production focused, Ausdrill's exposure to higher-sovereign risk
countries in Africa would reduce. Post the acquisition, Australia accounts for
about 50% of the consolidated group's revenues, conpared wth 35% previously.

The upgrade al so reflects our view of Ausdrill's prudent financial managenent
and willingness to reduce its |leverage to |levels conmensurate with a ' BB
rating. The conbined group will operate with a strengthened bal ance sheet
after having raised A$250 million (before costs). Ausdrill intends to utilize
these proceeds to repay its US$300 million senior unsecured notes maturing in
2019. Barminco's bonds will remain in the consolidated group's capital
structure.

We have equalized the ratings on Barminco to that on Ausdrill because we
consider it to be a core subsidiary of Ausdrill. In our opinion, Barmnco is
unlikely to be sold, operates in the sane industry as Ausdrill, and will act
as an additional division of Ausdrill. Barm nco represents about 30% of the
consol i dat ed group earni ngs.

The acquisition has enlarged Ausdrill to becone the second-I|argest surface and
underground m ning services conmpany in Australia. Wth the consolidation of
Barm nco and the two conpani es' African Underground M ning Services (AUVS)
joint venture, the conbined group's revenues conprise about A$1.8 billion on a
pro-forma basis as of June 30, 2018.

Furthernore, Ausdrill's service offering would expand to underground hard-rock
mning, in addition to drill and blast, exploration and surface mning. In our
vi ew, the underground hard-rock services have a higher nmargin, greater
barriers to entry, and | ower capital intensity conpared with open-cut m ning.
In our view, an inproved product breadth should help the group to better
manage the rollover of contracts, which is key to success for mning service
provi ders.

Still, the group's scale is relatively small conmpared wi th other service
providers' globally, in our view The conbined group's pro-forma EBI TDA on an
S&P d obal Ratings-adjusted basis would be about A$390 million to A$400
mllion for the year ending June 30, 2019. However, Ausdrill's conmmodity
exposure will inprove slightly, to base metals such as zinc and nickel

al t hough the conbined group remains | argely exposed to gold and copper

The tradi ng outl ook for mning services is positive, attributable to the
strong recovery in comodity prices, which I[ifts miners' capital investnent.
Al t hough the growth rate may be nodest, prospective projects in the pipeline
for mning services providers have increased.
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Furthernore, the industry is transitioning through a period of consolidation
with a nunber of mergers and acquisitions. In addition to Ausdrill's

acqui sition of Barminco, other issuers that we rate, such as Emeco Hol di ngs
Ltd. (B/Stable), have made a few acquisitions over the past 24 nonths. In our
view, issuers are |looking to grow through acquisitions, while limting
pressure on bal ance sheets with the use of equity raisings, which is positive
froma credit perspective.

The "BB' rating on Ausdrill reflects the conpany's smaller scal e globally,
(notwithstanding its | eadership position in a niche narket), nmaterial exposure
to Africa, and indirect exposure to volatile commodity prices. Offsetting

t hese weaknesses is Ausdrill's long track record and expertise of operating in
Africa, its conservative financial managerment, and a diversified service

of fering that provides sone resilience to an industry downturn. Ausdrill has a
track record of funding growth with equity. For exanple, Ausdrill raised A$100
mllion equity (before costs) to fund its gromh capital expenditure for new
contracts in late 2017.

In our base case, we forecast Ausdrill's credit netrics would inprove in
fiscals 2019 and 2020, with adjusted debt to EBITDA to be bel ow 2. 0x, and an
adjusted funds from operations (FFO to debt of above 45% The forecasts
refl ect continued new project wins in Africa, as well as Ausdrill's
consolidation of Barminco and its 50% share in joint venture, AUMS

Qur base case assunes:

Australia s real GDP growh to be 3.0%in cal endar 2019, and 2.0%in
cal endar 2020

CGhana's real GDP growth to be 5.9%in cal endar 2019, and 4.5% i n cal endar
2020;

Significant revenue growth in fiscal 2019, as a result of the
consol i dation of Barnminco and AUMS joint venture, and new contract w ns
and extensions;

EBI TDA margins to be in the low 20s as a result of the consolidation of
the higher margin AUMS and Barni nco busi nesses;

Consol i dation of Barnminco's assets and liabilities;
Bar mi nco transacti on and cash costs of about A$42 mllion;
Equity raise of A$250 million before costs;

Ausdrill's upsized senior secured syndicated revolving facility to A$300
mllion from A$200 million. The drawdown under the A$100 nmillion
incremental facility is subject to the satisfaction of conditions

pr ecedent.

Hei ght ened | evel of capital expenditure in 2019 and 2020 to support
grow h; and

Di vidend di stributions of 40% of underlying net incone before
anortization of intangibles.
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Based on these assunptions, we arrive at the following credit neasures for
fiscals 2019 and 2020

Adj usted debt-to-EBI TDA rati o bel ow 2. 0x over the next two years ending
June 30, 2020;

Adj usted FFO-to-debt ratio of above 45% over the next two years ending
June 30, 2020; and

Free operating cash flow to debt of about 10%in fiscal 2019, and between
20% and 25%in fiscal 2020

Liquidity

Ausdrill's adequate liquidity reflects our expectation that sources of
l[iquidity will exceed uses by at |east 1.2x over the next 12 nonths,
reflecting the benefit frominproved trading conditions in Africa and
Australia.

We expect its liquidity sources to continue to exceed uses even if EBI TDA were
to decline by 15% given that the group has upsized its revolving facility at
a lower interest margin, and will repay the mpjority, if not all of its US$300
mllion senior unsecured notes in fiscal 2019.

We view Ausdrill as having sound relationships with its banks, given the
recently upsized revolving credit facility and generally prudent risk
managenment. Ausdrill's A$300 million syndicated revolving facility matures on
July 1, 2020

We expect the conpany to have the followi ng sources and uses of liquidity over
the followi ng 12 nonths endi ng June 30, 2019:

Principal liquidity sources:

Cash and equi val ents of about A$140 million—-A$160 million

Undrawn conbi ned syndi cated bank facilities (including Barminco's
revolving facility) of about A$345 million; and

Adj ust ed consol i dated cash FFO of about A$340 nillion over the next 12
nont hs.

Principal liquidity uses:

Low wor ki ng capital outflows of about A$10 mllion;
Group capital expenditure of between A$250 nillion and A$260 million; and

Di vidend distributions of 40% of underlying net incone before
anortization of intangibles.

Outlook

The stable outlook reflects our expectation that Ausdrill will continue to
generate positive free operating cash flows, and avoid significant nissteps
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with the integration of Barm nco. W al so expect the group to grow its order
book across its key geographi es under the Ausdrill, Barninco, and AUMS brands.

During benign industry conditions, the group could generate an adjusted
debt-to-EBITDA rati o bel ow 2.0x and FFO to debt above 45% During an industry
downturn, the rating could tolerate Ausdrill's debt-to-EBITDA rati o weakeni ng
toward 3.0x and an FFO-to-debt ratio of around 30%

Downside scenario

Downward rating pressure could arise if Ausdrill's key credit nmetrics were to
weaken, such that its adjusted debt-to-EBITDA rati o approached 3.0x or
adjusted FFO-to-debt ratio reached bel ow 30% This scenario could be
precipitated by a reversal of trading conditions or operational issues, or if
Ausdrill were to pursue a |arge debt-financed acquisition to the detrinent of
its key credit netrics.

Upside scenario

An upgrade of Ausdrill is less likely over the next 12 nonths, due to its
relatively small scale conpared with global peers'. W could ultinmately
consider an upgrade if Ausdrill's scale materially increases, such that we

believed it was better able to sustain its operating and financial perfornance
t hrough the cycle.

Ratings Score Snapshot

Ausdrill Ltd.
| ssuer credit rating
BB/ St abl e/ - -

Busi ness risk: Wak

e Country risk: Internediate

e Industry risk: Mderately high
e Conpetitive position: Wak

Financial risk: Internediate
e Cash flow Leverage: Internediate

Anchor: bb

Modi fiers

e Diversification/Portfolio effect: Neutral (no inpact)
e Capital structure: Neutral (no inpact)

e Financial policy: Neutral (no inpact)

 Liquidity: Adequate (no inpact)
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e« Managenent and governance: Fair (no inmpact)

 Conparable rating anal ysis: Neutral (no inpact)

Issue Ratings--Recovery Analysis

The issue rating on Ausdrill Finance Pty Ltd. and Ausdrill International Pty
Ltd.'s upsized A$300 m | lion, secured, syndicated bank | oan maturing on July
1, 2020 is 'BBB-' with a recovery rating of '"1'. This reflects our expectation
of a very high recovery (95% should a default event occur. The bank loan is
guaranteed by Ausdrill Ltd. and ranks at |east pari passu with all other
seni or secured debt of the conpany.

The rating on Ausdrill Finance Pty Ltd.'s US$300 mllion senior unsecured
notes maturing in Novermber 2019 is 'BB', in line with the issuer credit rating
on the conpany. These notes are al so guaranteed by Ausdrill Ltd. and rank at

| east pari passu with all other unsecured debt. The unsecured notes have a
recovery rating of '4', reflecting our expectation of average recovery
prospects (30% should a default event occur

The rating on Barm nco's US$350 million senior secured notes maturing in 2023
is "BB', inline with the issuer credit rating on the Ausdrill group. These
notes are not guaranteed by Ausdrill Ltd. because they are secured agai nst the
assets of the Barm nco security package. The secured notes have a recovery of
"4'", reflecting our expectation of average recovery prospects (45% should a
default event occur

Qur sinulated default scenari o assunes that adverse macroecononi c conditions
cause gl obal end-nmarket demand and pricing for conmodities to deteriorate
materially, leading to steep declines in demand for Ausdrill's services and
mul tiple contract cancellations. As a result, Ausdrill's revenue significantly
declines, inmpairing its ability to neet its cash interest paynents. This

hypot heti cal default scenario assunes the default woul d occur sonetine during
2023.

Related Criteria

e Criteria - Corporates - General: Recovery Rating Criteria For
Specul ati ve-Grade 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 - Industrials: Key Credit Factors For The Capita
Goods I ndustry, Nov. 19, 2013

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

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

e CGeneral Criteria: Methodol ogy: Industry Risk, Nov. 19, 2013

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

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

* CGeneral Criteria: Methodol ogy: Management And Covernance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009
Ratings List

Upgr aded; CreditWatch/ Qutl ook Action
To From
Ausdrill Ltd.
| ssuer Credit Rating BB/ St abl e/ - - BB-/ Wat ch Pos/ - -
Ausdrill Finance Pty Ltd.

Seni or Secured

Local Currency BBB- BB+/ WAt ch Pos
Recovery Rati ng 1(95% 1(95%
Seni or Unsecured
Local Currency BB BB-/ WAt ch Pos
Recovery Rati ng 4(30% 4(30%
Ausdrill |International
Seni or Secured
Local Currency BBB- BB+/ WAt ch Pos
Recovery Rating 1(95% 1(95%
Upgr aded; CreditWatch/ Qutl ook Action
To From
Barm nco Hol dings Pty Limted
| ssuer Credit Rating BB/ St abl e/ - - B/ Wat ch Pos/ - -
Barmi nco Finance Pty Ltd.
Seni or Secured
Local Currency BB B/ WAt ch Pos
Recovery Rati ng 4(35% 4(35%

Certain terms used in this report,
express our view on rating relevant factors,

particularly certain adjectives used to
have specific meani ngs ascri bed

to themin our criteria, and should therefore be read in conjunction with such
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criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further
information. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. 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
defined in Chapter 7 of the Corporations Act).
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