t\\“‘w\

o

RAM Ratings

10|;||¢'

RAM Ratings reaffirms Sabah Ports’ AA3 issue rating

Published on 22 October 2015

RAM Ratings has reaffirmed the AA3/stable rating of Sabah Ports Sdn Bhd’s (Sabah Ports or
the Company) RM80 million Bai’ Bithaman Ajil Debt Securities (2007/2017). The reaffirmation
is premised on the Company’s dominant role as the the State’s main port operator, with a near
monopoly over the region’s port services, and its continued strong financial showing. Based
on RAM’s rating methodology for government-linked entities, Sabah Ports also benefits from a
moderate likelihood of extraordinary government support.

In fiscal 2014, Sabah Ports’ cargo volume was flattish, in line with our expectation. Exposure to
commodity-price trends and economic cycles are inherent in Sabah Ports, given that the
Company’s growth is closely tied to import-export movements of the State’s primary-
commodities, especially palm-oil and related products as well as bulk-oil (approximately 80%
of the Company’s cargo throughput). Accordingly, up to July 2015, Sabah Ports had observed
a 5.5% contraction (annualised) in cargo throughput (excluding containerised cargo).
Nonetheless, despite our sensitivities having factored in weak shipping prospects for the next

2 years, the Company'’s financial metrics are not expected to deteriorate substantially and will
remain within the AA3-rating threshold.

To reduce congestion and improve efficiency: Sabah Ports plans capex of RM444-05 million
over the next 5 years, mainly entailing the expansion of facilities in congested ports and the

purchase of cargo equipment, which are expected to be funded by a mix of internal funding
and debt. Taking Sabah Ports’ future additional debt into consideration, the Company’s
financial mefrics are anticipated to stay intact, with adjusted operating cashflow debt coverage
and gearing of between 0.24 times and 0.67 times, respectively, for the next 5 years.
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The credit rating is not a recommendation to purchase, sell or hold a security, inasmuch as it does not
comment on the security’s market price or its suitability for a particular investor, nor does it involve any audit by

RAM Ratings. The credit rating also does not reflect the legality and enforceability of financial obligations.

RAM Ratings receives compensation for its rating services, normally paid by the issuers of such securities or
the rated entity, and sometimes third parties participating in marketing the securities, insurers, guarantors,
other obligors, underwriters, etc. The receipt of this compensation has no influence on RAM Ratings’ credit
opinions or other analytical processes. In all instances, RAM Ratings is committed to preserving the objectivity,
integrity and independence of its ratings. Rating fees are communicated to clients prior to the issuance of
rating opinions. While RAM Ratings reserves the right to disseminate the ratings, it receives no payment for
doing so, except for subscriptions to its publications.

Similarly, the disclaimers above also apply to RAM Ratings' credit-related analyses and commentaries, where
relevant.
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