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last Updated 14 Apr 14

Kuwait Projects Co. (Holding) K.S.C. Ratings Affirmed At
'BBB-/A-3' On Prudent Liability Management; Outlook

Stable

Kuwail- based operating holding company Kuwait Projects Co. (Holding) K.5.C. (KIPCO) 15 maintaining 1ts loan-to-value (LTV} ceihing of 30%,

reporting actual LTV of 29.7” on Dec. 31, 2013.
we are rarsing KIPCO's financial risk profile score to "intermediate” from "s gnificant” on its prudent hability management, and continuing to assess

115 business risk profile as "faur,
We are aflirminy our ratings on KIPCO at 'BBB- A-3'.
The stable outlook reflects KIPCO's demonstrated commitment to maintaining LTV at Tess than 30

On Apnil 14, 2014 Standarw & Poor's Ratings Services affirmed its 'BBB-/A-3" long- and short-term corporate credit ratungs on Kuwait-based operarng holding
company Kuwait Prorects Co. (Holding) K.S.C. (KIPCO). The outlook is stable.

The affirmation reflects our assessments of KIPCQ's business risk profile as “fair™ and financial nsk profile as “intermediate,” resulting in a stand-alone credit

prr {SACPj that we assess al 'bb~",

KiPwu s portfolio quality is adequate, with more than 409 of assets rated at :nvestment grade, In our view, the company maintains a fanly cautious approach to
new investments. KIPCO has significant influence over key decisions at its subsidianes. The group takes a controlling interest in its investments, allowing 1t to
influence the strateqic direction of 1ts subsidiaries.

KIPCO's investment portiolio Is concentrated on three entities--Burgan Bank, OSN, and United Gull Bank--that made up more than 700 of its value on Dec. 31.
2013, 1n our opinion, the cencentration on these Invesimenis welghs negatively on KIPCO's portfolio risk profile. We also view portfolio hquidity as below-average
compared with peers', This retlects the unlisted nature of satellite pay- TV company OSN as well as small free floats and himited liquidity in the major histed assets,
We viess KIPCO's proactive debt refinancing as a positive factor--the company has no debt maturities until 2016, In January 2014 1t ratsed $500 million through a
five- year bond issue to proactively tackle 3781 million of debt maturing in 2016. Pro forma average debt maturity Is 4,4 years.

We note that over the past three years KIPCO has prudently managed its debt at levels commensurate with the current ratings. Maintenance of a healthy capital
struciure 15 essertal to the ratungs on KIPCO, because liguidating part of the portfolio, in addition to regular dividend Income, could be an important source of
debt service and redemption, By our measures. KIPCO's loan-to-value (L TV) ratio was In line with the current ratings, at 29.7% on Dec. 31, 2013. We nole that the
LTV rauo ts a pomnt-in-ume measure and that some valuations are subject to management's judgment.

The ratings include a one-notch uphift from the SACP, owing to awnership support under our parent. subsidiary criternia, This reflects KIPCO's status as a

majority-owned company of Al Futtooh Holding (AFH! «nd its affiliated entities. As a long-term owner. AFH has provided financial support for KIPCO when needed

and we expect this to continue. Moreover, we understand that ATH 15 able to astist KIPCO with access to deal flow.
In our h‘SE"(HSG‘. wWe assume

o A lurge increase 1n dividend income, pnimartly stemming from improved performance at OSN.

« An inflaton-linked Increase in operating €osts,

o N iqnificant debt-financed acquisitions,
ah ange in the parent company AFH's dividend payout.

Based on these assumplions, we arrive at the following credit measures for year-end 2014 and 2015

» 11V of less than 30%.
e (Cash interest cover of 0.5x-1x.

Liquidity
We view KIPCO's liquidsty as “strong” under our uniteria, hased on our estimate thai sources of cash should cover uses by a1 least 1.5x aver the next 12 months and

more than 1x over the next 24 months,
Principal iquidity sources include

» $508 million (ncluding a 370 milhion placement with group companies) of parent company cash and cash equivalents on Dec, 31, 2013.

» KIPCO's $500 million five-year bond in January 2014,
« Limited parent company operating cash flow before dividend payments.

Principal liquidity uses include



« A parent company dividend payout in line with the Kuwaitl dinar (KWD) 26 million (592 million) paid In 20713,

« No debt maturites until January 2016.

Domestic bends include 3 net debr-to-eguity {parent company) covenant of maximum 2.5x. The actual ratio was about 0.45x on Dec. 31, 2013, providing ample
neadroom. We don't sec the covenant being tested as per our base-case assumption of an LTV of less than 30%.

KIPCO's £1.5 bilhon medium-term notes Include step-ups of 0.5% if the rating is lowered below 'BBB-', and a change - of-control trioger if AfH's nolding 1n KIPCO
falls to less than 30% and the ratings are subsequently lowered,

The stable outlook reflects KIPCO's demonstraled commiiment to maintaining LTV at less than 30%, Nevertheless, KIPCO's current LTV 15 close to the maximum we
consider commensudrate with the current ratings and we would expect it to sell assets or raise equily to stay below the 30% target.

Downside scenario

we could lower the ratings if the company failed to maintain the LTY ratio below 30% for a prolonged period, or If the credit quality of its portfolio deteriorated, We
could also lawer the ratings if KIPCO's cash-flow coverage metrics did not improve o1 if we perceived any weakening in the willingness or ability for ewnership
support,

Upside scenario

We mighi consider an upgrade If the company adopted & more conservative financial policy or if we saw a significant shilt in Its investment portfolio quality or
diversification, However, we do not believe that an upgrade is likely in the near term.

Ratings List
Ratings Affirmed

Kuwait Projects Co, (Holding) K.5.C.
Corporate C edit Raung BBB-/5Stable /A-3

Ki Projects Co. (Cayman)
Serw. Unsecured” BBB
*Guaranteed by Kuwait Projects Co. (Holding) K.5,C.

-Ends-

Press Office Contacls.
London =44 20 7176 3605
Paris 1331 44 20 6740
Trankfurt. - 49 69 33999 225
Milan 390272111 245
Madrid +34 91 3B9 6944
Moscow: -7 495 783 4009
Stockholm -46 8 440 5914
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