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STOCK EXCHANGE ANNOUNCEMENT

15 December 2015

Standard & Poor’s confirms Chorus 'BBB' rating - stable
Standard & Poor’s has today confirmed Chorus’ BBB rating with stable outlook.

Standard & Poor’s announcement is attached.
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MELBOURNE (Standard & Poor's) Dec. 15, 2015--Standard & Poor's Ratings
Services today said that the New Zealand Commerce Commission's (NZCC)
announcement of the Final Pricing Principles (FPP) that Chorus Ltd. can apply
for its copper network services would have no impact on the 'BBB' ratings or
stable outlook on Chorus. We consider the announcement to be supportive of the
ratings on the group and the new pricing is likely to 1lift the company's
annualized EBITDA by about NZ$120 million from December 2015, compared with
the current benchmark pricing. We note that no backdating of the FPP decision
will be allowed.

Following this regulatory decision, we consider that Chorus remains
comfortably positioned at the current rating, with debt to EBITDA expected to
remain below 3.5x in the next few years, comfortably within our ratings
tolerances of 4x. In addition, Chorus is expected to maintain adequate
headroom within its debt-facility financial covenants, even if dividends are
reinstated in 2016. We also consider the group is well positioned at the
current rating to accommodate cost escalation risks associated with the
Ultra-Fast Broadband rollout, fixed-to-mobile substitution risks, and
longer-term regulatory risks. Furthermore, we view the group's financial
policies to be supportive of the group's 'BBB' credit profile, which should
help to temper the credit impact of future capital requirements or adverse
regulatory decisions beyond 2020.
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We have determined, based solely on the developments described herein, that no
rating actions are currently warranted. Only a rating committee may determine
a rating action and, as these developments were not viewed as material to the
ratings, neither they nor this report were reviewed by a rating committee.

AUSTRALIA

Standard & Poor's (Australia) Pty. Ltd. holds Australian financial services
licence number 337565 under the Corporations Act 2001. Standard & Poor's
credit ratings and related research are not intended for and must not be
distributed to any person in Australia other than a wholesale client (as
defined in Chapter 7 of the Corporations Act).
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