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STANDARD & POOR’S UPGRADES AUSDRILL’S RATINGS

Ausdrill Limited (ASX: ASL) advises that Standard and Poor’s Global Ratings has upgraded
the Company’s credit ratings. The details of the upgrade are as follows:

= Corporate credit and senior unsecured notes ratings — Upgraded to “BB-” from “B+”
= Senior secured debt rating — Upgraded fo “BB+” from “BB”

The outlook on these ratings is stable.

Standard and Poor’s press release is attached.

About Ausdrill

Ausdrill (ASX: ASL) is a diversified mining services company. Since its formation in Kalgooriie 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 4,500 staff worldwide.
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Ron Sayers Theresa Miikota
Managing Director Chief Financial Officer
Ausdrill Limited Ausdrill Limited

Tel: +618-9311 5666 Tel: +618-9311 5666
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Research Update:

Ausdrill Ltd. Ratings Raised To 'BB-' On New
Contracts And Equity Raising; Outlook Stable

Overview

e W expect Ausdrill's new contracts, equity raising, and business
i mprovenent initiatives to inprove the conpany's credit nmetrics over the
next 12 to 24 nonths.

* As a result, we are raising the issuer credit rating by one notch to
"BB-' from'B+', and the issue rating on the group's syndi cated bank
facility by one notch to 'BB+ from'BB'.

« At the sane tine, we are raising the issue rating on the senior unsecured
notes by one notch to 'BB-' from'B+ wth the recovery rating renaining
at '4'.

e The outlook is stable, reflecting our view that Ausdrill will nmaintain
the growmh of its contract book and successfully execute its newly
secured African projects.

Rating Action

On Cct. 11, 2017, S&P d obal Ratings raised the issuer credit rating on
Australian mining services conpany Ausdrill Ltd. to 'BB-' from'B+' . The
outl ook is stable.

We al so raised the ratings on Ausdrill Finance Pty Ltd.'s US$300 mllion,

seni or unsecured, and subordi nated notes by one notch to "BB-' from'B+', wth
the recovery rating renaining at '4'. In addition, we raised our issue ratings
on Ausdrill Finance Pty Ltd. and Ausdrill International Pty Ltd.'s A$200
mllion, secured, syndicated bank | oan by one notch to 'BB+ from'BB', with
the recovery rating remaining at '1'.

Rationale
We raised the ratings to reflect our expectation that Ausdrill's new
contracts, nmanagenent of costs, and increasing earnings will provide an

enduring benefit to the conpany's credit netrics. In addition, Ausdrill
recently raised A$100 mllion equity (before costs) to fund its growth capital
expenditure for new contracts.

We forecast that Ausdrill's funds from operations (FFO to debt is likely to
be greater than 30%in the year ending June 30, 2018, and confortably above
30%in fiscal 2019, after new projects in African contract nining services

fully ramp up.
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Qur expectation of a nodest recovery in trading conditions for the Australian
m ni ng services industry would support Ausdrill's business prospects. The
recent rebound in commodity prices has increased the nunber of prospective
projects for mning services conpanies.

However, the recovery in contract rates nmay be nodest and slow as miners
remai n disciplined in containing operating costs. Mners are still cautious in
expandi ng supply and conmitting significant capital expenditure to |arge
greenfield projects. Therefore, operating efficiency will be key to inproving
the profit margins of mning services conpanies. In our view, Ausdrill's
restructuring initiatives will inprove the efficiency of its operations, and
hence, its margins.

Ausdrill's exposure to the gold mning sector has sonewhat shielded the
conpany from reduci ng demand for work in other sectors like iron ore, coal or
base netals. This is because gold prices have held up well conpared w th other
commodities in 2015 and 2016. In 2017, about 78% of Ausdrill's revenue was
derived fromgold or copper

That said, in our view, gold is also inherently volatile and nmaintains an
inverse correlation with U S. interest-rate expectations. The interest rate
hi ke by the Federal Reserve and the continued relative strength of the U S
dol lar could affect gold prices over the next several years. However, we
bel i eve that any deterioration in gold prices froman inproving gl obal GDP
woul d of fer business opportunities in base netals where Ausdrill also has
expertise. In addition, favorable currency novenents have aided the
conpetitiveness of the Australian and African mnes that Ausdrill services.

Ausdrill's growi ng exposure to Africa is a linting rating factor, due to our
vi ew of hi gher sovereign and operational risks in Africa, conpared with

devel oped countries like Australia. Based on its sales for 2017, Ausdrill's
exposure to Africa was about 53% w th Ghana (B-/Positivel/B) conprising about
30% of the group's total revenues. The conpany's newly secured contracts
(totaling about US$125 million of annual revenue) are nostly in Africa.

Nonet hel ess, we consi der the conpany has a |l ong and successful track record in
operating on the African continent and nmanages these risks adequately.

However, we do view these jurisdictions as being inherently riskier to operate
i n when conpared with the conpany's Australian operations.

Qur base-case scenario for the conpany reflects the foll ow ng assunptions:

Qur expectation of Australia' s real GDP growth to be 2.8%in 2018;

Qur expectation of Ghana's real GDP growth to be 7.0%in 2018;

Gold prices to remain stable at US$1, 250 per ounce through 2018 and 2019;
Copper prices to average US$5,950 per netric ton (nt) over 2018, and

i ncreasing to US$6, 170 per nt in 2019;

Low doubl e-digit growth in the conpany's revenue in fiscal 2018 and 2019

on the back of contracts with Toro Gold, Hunm ngbird, and SEMAFO, and new
contract w ns;

Mbdest inprovenment in EBITDA margins in fiscal 2018, reflecting the
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benefits fromcost-cutting initiatives, and in 2019, as a result of the
full run rate of the conpany's African M ning Services business;

* High level of capital expenditure (A$130 million to A$140 million) in
fiscal 2018 and 2019 to support growth and stay-in-business capita
expendi ture. Stay-in-business capital expenditure roughly equals to
depreciation and anortization (D&) over the outer years; and

e Continued distribution of dividends.

Based on the above assunptions, we expect:

* Increases in EBITDA in fiscal 2018 and 2019, in conparison with fisca
2017's, as new contracts ranp up;

 Debt Ilevel remmining steady given that its equity raising will fund the
capital expenditure associated with new projects; and

* FFO to debt slightly higher than 30%in 2018 and well above 30%in 2019.

Liquidity
Ausdrill Ltd.'s adequate liquidity reflects our expectation that sources of
l[iquidity will exceed uses by at |east 1.2x over the next 12 nmonths. We expect

its liquidity sources will continue to exceed uses even if EBITDA were to
decline by 15%

We view Ausdrill as having generally satisfactory standing in the credit
markets, sound rel ationships with its banks given the upsized revolving credit
facility, and generally prudent risk managenent.

In our view, Ausdrill will operate with adequate headroomin its covenants
over fiscal 2018. Furthernore, we expect Ausdrill's covenant headroomto
remai n robust as earnings fromnew contracts reach the full run-rate in fisca
2019. The current syndicated bank facility remai ns undrawn and reaches
maturity on July 1, 2020

Principal liquidity sources:

e Cash reserves of about A$170 mllion as of June 30, 2017;

* Adjusted FFO of about A$130 nillion (including dividend incone fromits
African Underground M ning Services joint venture) over the next 12
nont hs;

* Avail abl e cash under its undrawn revolving credit facilities of around
A$200 million; and

* Equity issuance of A$100 nmillion (before costs).

Principal liquidity uses:

* No debt maturities within the next 12 nonths;

e Capital expenditure of about A$130 million-A$140 million
* Mnimal working capital outflows; and

» Modderate increase in dividend in fiscal 2018.

Outlook

The stable outl ook reflects our expectation that Ausdrill will continue to
grow its order book and successfully execute its new contracts in Africa. W
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expect the conpany to maintain sufficient liquidity, which will provide the
conpany with a buffer to withstand any noderate weakening in industry
conditions or mssteps in new projects.

We expect the conpany's FFO to debt to be materially higher than 30% and for
the conpany to generate positive free operating cash fl ows when new projects
reach steady-state in 2019, followi ng the current stage of heavy capita
expendi t ure.

Downside scenario

A downgrade could occur if Ausdrill is unlikely to confortably sustain FFO to

debt of 30%and if free cash flows renmain negative by 2019. This scenario

could occur if:

» The inmproved trading conditions in the mning services industry are not
sustai ned. For exanple, if gold prices were to fall significantly
pressuring the conpetiveness of the mnes that Ausdrill services with no
work from other base netals or bulk cormmopdities to offset the inpact;

 Execution issues occurred at Ausdrill's newy secured projects that
reduced the conpany's margin for a prol onged period.

Upside scenario

An upgrade is less likely due to Ausdrill's growi ng exposure to Africa and
relatively small scale. However, in the longer term we could consider an
upgrade if Ausdrill materially inproves its scale, commpdity diversity, and

geographic mx, while maintaining its conservative financial managenent.

Ratings Score Snapshot

Corporate Credit Rating: BB-/Stable/--

Busi ness risk: Wak

 Country risk: Moderately high
e Industry risk: Moderately high
 Conpetitive position: Wak

Fi nancial risk: Intermediate
 Cash flow Leverage: Internediate

Anchor: bb

Modi fiers

« Diversification/Portfolio effect: Neutral (No inpact)
e Capital structure: Neutral (No inmpact)

* Liquidity: Adequate (No inpact)

e Financial policy: Neutral (No inpact)

 Managenent and governance: Fair (No inpact)
 Comparable rating analysis: Negative (-1 notch)

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT OCTOBER 11,2017 §



Research Update: Ausdrill Ltd. Ratings Raised To 'BB-' On New Contracts And Equity Raising; Outlook Stable

Recovery Analysis

The issue rating on Ausdrill Finance Pty Ltd. and Ausdrill International Pty
Ltd.'s A$200 million, secured, syndicated bank | oan maturing on July 1, 2020
is '"BB+ with a recovery rating of '1'. This reflects our expectation of very
hi gh recovery (95% should a default event occur. The bank |oan is guaranteed
by Ausdrill Ltd. and ranks at |least pari passu with all other senior secured
debt of the conpany.

The rating on Ausdrill Finance Pty Ltd.'s US$300 mllion senior unsecured
notes is 'BB-', inline with the corporate credit rating on the conpany. The
unsecured notes have a recovery rating of '4', reflecting our expectation of
average recovery prospects (30% should a default event occur.

Qur simul ated default scenario assunmes that adverse macroecononi c conditions
cause gl obal end-nmarket demand and pricing for conmpdities to deteriorate
materially, leading to steep declines in demand for Ausdrill's services and
nmul tiple contract cancellations. As a result, Ausdrill's revenue significantly
declines, inmpairing its ability to neet its cash interest paynent. This

hypot heti cal default scenario assunes the default would occur sonetine during
2021.

Related Criteria

e Criteria - Corporates - Ceneral: Recovery Rating Criteria For
Specul ati ve-Grade Corporate |Issuers, Dec. 7, 2016

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

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

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

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

 CGeneral Criteria: Ratings Above The Sovereign--Corporate And Governnent
Ratings: Methodol ogy And Assunptions, Nov. 19, 2013

* CGeneral Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

e CGeneral Criteria: Methodology: Industry Risk, Nov. 19, 2013

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

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

Ratings List

Upgr aded; CreditWatch/ Qutl ook Action
To From
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Ausdrill Ltd.

Corporate Credit Rating BB-/ St abl e/ - - B+/ Posi tive/ - -
Ausdrill Finance Pty Ltd.
Seni or Secured
Local Currency BB+ BB
Recovery Rati ng 1(95% 1(95%
Seni or Unsecured
Local Currency BB- B+
Recovery Rati ng 4(30% 4(30%
Ausdrill International Pty Ltd.
Seni or Secured
Local Currency BB+ 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 ww. standardandpoors. com for further

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

Rati ngsDi rect at www. gl obal creditportal.comand at www. spcapitaliqg.com All
ratings affected by this rating action can be found on the S& G obal Ratings
public website at www. st andar dandpoors.com Use the Ratings search box | ocated
in the left colum.

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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