Rating Action: Moody's downgrades SANRAL to Baa3 and places ratings on
review for further downgrade
Global Credit Research - 06 Sep 2013
Johannesburg, September 06, 2013 -- Moody's Investors Service has today downgraded the South African
National Roads Agency Limited's (SANRAL) long-term issuer ratings to Baa3 (global scale, local and foreign
currency) and to A3.za (South African national scale), from Baa2 and A2.za to reflect the company's intensifying
cash flow pressures. In addition, Moody's has placed these ratings and the P-3 (global scale short-term rating) on
review for further downgrade.
RATING RATIONALE
--RATIONALE FOR DOWNGRADE AND REVIEW
The decision to downgrade SANRAL's rating is driven by the significant deterioration in the company's cash flows,
which are necessary to meet its operating expenses and to service its very high debt levels acquired to fund the
Gauteng Freeway Improvement Project (GFIP). This cash-flow strain has arisen from the prolonged delay in the
realisation of e-toll revenue earmarked to repay GFIP-related debt, and casts doubt on the company's financial
health in the medium term.
Moody's notes that over the past five years SANRAL acquired ZAR20 billion ($1.9 billion) in debt to finance the
construction of GFIP. Approximately 50% of the debt is guaranteed by the Government of South Africa (Baa1
negative). SANRAL's debt stock has substantially increased to an estimated ZAR36.2 billion ($3.5 billion) as at 31
March 2013, up from ZAR6.2 billion in 2007, mainly due to GFIP. Moreover, further borrowings are anticipated in
the interim, with the entity's debt stock projected to total ZAR39 billion at FYE2014.
E-tolling was initially expected to begin in June 2011 and its revenue was expected to absorb the company's
mounting debt-service costs. Whilst SANRAL has ZAR15 billion available in its guarantee from the South African
government to issue more debt to meet its operating requirements for the next few months, including redeeming
the ZAR2 billion scheduled for 31 October 2013, additional debt issuance will further increase its already high
finance charges and will put more pressure on SANRAL's finances even with the anticipated realization of e-toll
revenues as budgeted by SANRAL for the period 2013/14 -- 2015/16.
--FOCUS OF THE REVIEW
Moody's review in the next three months will focus on (1) SANRAL's ability to manage its current cash challenges,
including the upcoming redemption of ZAR2 billion in debt; (2) the entity's ability to implement e-tolling and realize
revenue that is crucial to meet operating costs and mitigate risks associated with SANRAL's high finance charges.
WHAT COULD CHANGE THE RATING UP/DOWN
Moody's could confirm SANRAL's Baa3/A3.za and P-3 issuer ratings in the event of it stabilizing its cash position
without a major recourse to debt, and its ability to implement e-tolling and realize additional revenues necessary to
support the entity's financial performance in the medium-term.
Conversely, SANRAL's inability to implement e-tolling, with a consequent further tensions in cash flows going
forward, accompanied by heavy reliance on debt issuance as a substitute to cover operating costs will exert
downward rating pressure.The intensity of the rating transition will reflect the severity of SANRAL's financial
pressures and the deterioration in its credit metrics, including debt-service capacity.
SANRAL is a public company, wholly owned by the Republic of South Africa, with the Minister of Transport
representing the government as the sole shareholder. The company remains a key strategic asset to the central
government which has determined SANRAL's mandate to develop, finance and manage the national road
infrastructure in South Africa.
The principal methodology used in this rating was Government-Related Issuers: Methodology Update published in
July 2010. Please see the Credit Policy page on www.moodys.com for a copy of this methodology.

Moody's National Scale Ratings (NSRs) are intended as relative measures of creditworthiness among debt issues
and issuers within a country, enabling market participants to better differentiate relative risks. NSRs differ from
Moody's global scale ratings in that they are not globally comparable with the full universe of Moody's rated
entities, but only with NSRs for other rated debt issues and issuers within the same country. NSRs are designated
by a ".nn" country modifier signifying the relevant country, as in ".mx" for Mexico. For further information on
Moody's approach to national scale ratings, please refer to Moody's Rating Methodology published in October
2012 entitled "Mapping Moody's National Scale Ratings to Global Scale Ratings".
REGULATORY DISCLOSURES
For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www.moodys.com.
For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.
Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.
Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.
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sources. However, MOODY'S is not an auditor and cannot in every instance independently verify or validate
information received in the rating process. Under no circumstances shall MOODY'S have any liability to any
person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error
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MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from
MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually
at www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and
Shareholder Affiliation Policy."
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