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Update to credit opinion

Summary

PTT Public Company Limited’s (PTT) Baa1 issuer rating primarily reflects the company's
standalone credit quality as captured in its baa2 Baseline Credit Assessment (BCA).

The baa2 BCA reflects the company's (1) strategically important position as Thailand's
national integrated oil and gas company, with a natural monopoly in gas transmission and
distribution; (2) significant upstream production and control over around 60% of Thailand's
total refining capacity; (3) strong and resilient credit metrics through periods of sustained low
oil prices; and (4) strong liquidity profile, with a large cash balance.

At the same time, PTT's BCA remains constrained by its declining hydrocarbon reserves,
which translate into higher capital investment and acquisition risk, lower upstream margins,
as well as inherent exposure to the cyclical nature of oil prices and refining/petrochemical
margins.

The Baa1 issuer rating also incorporates our expectation of a high likelihood of extraordinary
support from the Government of Thailand (Baa1 stable), which results in a one-notch uplift.

Our support assessment reflects (1) the Thai Ministry of Finance’s explicit intention to
maintain state ownership; (2) PTT’s status as a majority-owned state enterprise; (3) the
close supervision and alignment of the company's corporate policy with the government’s
energy policy; and (4) its national importance for gas distribution and, ultimately, to the
country's power generation sector, as well as its responsibility to prevent any fuel shortages
in Thailand.

Exhibit 1

PTT’s credit metrics support its Baa1 rating

0%

10%

20%

30%

40%

50%

60%

70%

2012 2013 2014 2015 2016 2017 (F) 2018 (F)

R
e

ta
in

e
d

 c
a

s
h

 f
lo

w
/ 

n
e

t 
d

e
b

t 
(%

)

RCF/ Net Debt Downward threshold for baa2 BCA

All ratios reflect Moody’s standard adjustments
Sources: Moody's Financial Metrics™, Moody’s Investors Service estimates

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1100238
https://www.moodys.com/credit-ratings/PTT-Public-Company-Limited-credit-rating-806796578
https://www.moodys.com/credit-ratings/Thailand-Government-of-credit-rating-747330
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Credit strengths

» Natural monopoly status in Thailand’s gas transmission and distribution sector, which drives stable returns

» Resilient credit metrics as a result of its integrated business model

» Expected support from the Thai government

» Strong liquidity profile, with a large cash balance

Credit challenges

» Lower upstream earnings and margins due to low oil prices

» Ongoing reserve replacement challenge, which drives capital investment and acquisition risk

Rating outlook
The stable rating outlook is in line with the outlook on Thailand’s sovereign rating and reflects our expectation that PTT will maintain a
prudent financial profile as it pursues growth.

Factors that could lead to an upgrade
We will upgrade PTT’s Baa1 issuer rating only if we upgrade the Government of Thailand’s Baa1 sovereign rating.

Near-term upward rating pressure on PTT’s BCA is limited, given its lower upstream margins, declining hydrocarbon reserves and
expansion plans.

Nonetheless, PTT’s BCA can improve to baa1 if the company lowers its debt leverage through (1) PTT Exploration & Production's
(PTTEP; Baa1 stable) successful project developments, which would in turn lead to growth in reserves and production; (2) strengthening
its cash flows from the natural gas business; or (3) significant growth in contributions from its other downstream businesses.

An improvement in PTT’s BCA will not automatically lead to an upgrade of its issuer rating.

Factors that could lead to a downgrade
PTT's Baa1 issuer rating will be downgraded if (1) Thailand's sovereign rating is lowered; (2) the company's BCA deteriorates below baa3;
or (3) government ownership is reduced to below 51%, or government control is reduced by some other means, which would require a
reassessment of the level of support incorporated into its rating.

We would lower PTT's BCA to baa3 if the oil price environment deteriorates significantly, such that oil prices fall and stay below $35
per barrel for a prolonged period. Negative pressure on the BCA could also develop if the company undertakes large debt-funded
acquisitions, resulting in weaker credit metrics and higher execution risk.

Credit metrics indicative of a deterioration of its BCA include retained cash flow (RCF)/net debt below 25% and EBITDA/interest below
5x. A lowering of the BCA to baa3 will not automatically result in a downgrade of PTT's issuer rating.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Key indicators

Exhibit 2

USD Millions Dec-12 Dec-13 Dec-14 Dec-15 Dec-16

LTM 

Sep-17

12- 18 months 

forward view

EBIT / Avg. Book Capitalization 15.1% 12.9% 10.3% 9.3% 10.2% 12.8% 10% - 12%

EBIT / Interest Expense 8.6x 7.5x 4.8x 4.6x 5.5x 7.0x 6.0x - 7.0x

RCF / Net Debt 44% 41% 35% 41% 45% 46% 40% - 50%

Debt / Book Capitalization 38% 37% 42% 41% 38% 36% 35% - 40%

Average Daily Production (MBOE / Day) 312 329 359 373 368 348 360 - 370

Total Proved Reserves (MBOE) 901,000 846,000 777,000 738,000 695,000 695,000 695,000

Crude Distillation Capacity (mbbls/day) 440 440 440 635 635 635 635.0

Downstream EBIT/Total Throughput Barrels ($/bbl) $0.2 $0.2 $0.7 $7.4 $9.2 $9.4 $8 - $9

All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
Source: Moody's Financial Metrics™, Moody's Investors Service estimates

Profile
PTT is an integrated oil, gas and petrochemical company based in Thailand. Its main operations include transmission and distribution
of natural gas, and upstream exploration and production through its 65%-owned subsidiary PTT Exploration & Production. PTT
holds interests in three out of six oil refineries in Thailand, which, together with its six gas separation plants, support the company's
petrochemical business. The company is also directly engaged in oil marketing and international trading.

Exhibit 3

PTT's reported EBITDA contribution from its key business segments
For the nine months ended 30 September 2017

Exploration and Production
31%

Refining and Petrochemical
35%

Gas and oil marketing
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Others
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Source: Company data

In the 12 months ended 30 September 2017, the company reported consolidated revenue of THB1.9 trillion ($58 billion). The
company's largest shareholder is the Thai Ministry of Finance, which owns 51.1% of its total share capital, while the government-
invested Vayupak Mutual Funds owns a further 13.1%.

Detailed credit considerations
Stable returns from gas transmission and distribution
PTT's natural gas business provides a stable source of cash flow. The company owns and operates all six gas separation plants in
Thailand, with total capacity of 6.7 metric tons per year (MTPA), and substantially all of the country's gas pipeline network which is over
4,000km. This network links commercial gas fields to gas separation plants, domestic power producers and other industry users.

In the first nine months of 2017, PTT's gas business accounted for 15% of its revenue and 26% of EBITDA. The natural gas sales volume
for the same period averaged 4,730 million standard cubic feet per day (mmscfd), down from 4,782 mmscfd in the same period a year
ago owing to lower demand from power producer customers.
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Power producers and gas separation plants accounted for around 79% of PTT’s total gas sales in the first nine months of 2017. Output
from the gas separation plants, which are owned by PTT, are then sold to petrochemical plants. These gas sales are subject to a
government-prescribed tariff structure that comprises (1) the average price PTT pays to gas suppliers (including PTTEP), (2) a supply
margin of 1.75% for most of its customers, and (3) a pipeline tariff of THB21.9 per million British thermal units (mmbtu) to cover
operating costs and a permitted return.

Moreover, there is a low degree of volume risk for PTT because the take-or-pay gas contracts it has entered into with offtakers and
suppliers are essentially back-to-back and typically span 25-30 years. These long-term contracts partially mitigate PTT’s exposure to
the cyclical nature of the oil and gas sector.

Resilient credit metrics as a result of its integrated business model
As Thailand’s national oil company, PTT had proved oil and gas reserves of 695 million barrels of oil equivalent (mmboe) as of year-end
2016. It is the largest shareholder of three refineries in Thailand, accounting for around 60% of the country’s total refining capacity. It
also had a market share of about 40% in the domestic oil marketing business as of 30 September 2017.

PTT’s credit profile remained resilient in 2016 even as oil prices declined materially. Given its integrated operations, the lower upstream
earnings was more than offset by the healthy earnings generated in its mid- and downstream businesses. In 2016, following significant
cost-cutting initiatives across the group, PTT reported a 9% year-on-year EBITDA growth (Exhibit 4). It also had a stronger RCF/net
debt of 44.8% in 2016 compared with 40.9% in 2015.

Exhibit 4

PTT's reported EBITDA grew in 2016 despite lower oil prices
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Over the next 12-18 months, we expect PTT’s EBITDA to be largely supported by (1) the completion of its liquefied natural gas (LNG)
terminal expansion to 10MTPA from 7MTPA, (2) increased gas volumes in its natural gas pipelines, (3) stable upstream earnings, and (4)
healthy refining and petrochemical earnings from full-year contributions of its upgraded plants.

We also expect the company to benefit from firm refining margins and stable per-barrel oil prices in the $50s. As such, we project the
company's RCF/net debt will remain healthy at around 45%-50% over the next 12-18 months. As of 30 September 2017, its RCF/net
debt was 46.1%.

Lower upstream earnings and margins due to low oil prices
PTT's upstream earnings contribution has declined since 2015 given the lower oil price environment. In 2016, its reported EBITDA in
the exploration and production segment fell 38.5% compared to 2014. This demonstrates the upstream segment's exposure to the oil
price cyclicality.

Nonetheless, we note that PTT's focus on natural gas sales provides a buffer against volatility in its oil sales which is exposed more
directly to oil price fluctuations. Its natural gas sales agreements have built-in mechanisms where the selling prices and minimum
volumes are pre-determined and adjustment periods of 3-12 months are specific. Its upstream sales volume comprises 70% of natural
gas while oil and condensate make up the remaining 30%.
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This stability distinguishes PTT's upstream business from other global peers. In 2015, when crude oil prices fell 46%, PTT's average
oil and gas selling price only fell around 30%. In addition, with the company's gas volume projected to increase to 74% of its total
production in 2019 from 69% in 2016, we expect its cash flow to be increasingly stable from the larger gas sales contribution.

PTT's upstream business also benefits from low labor costs and its well-established infrastructure and production facilities. In the
first nine months of 2017, the company reported unit production cost of $28.4 per barrel of oil equivalent (boe), of which cash costs
accounted for $13.3 per boe compared with $15.8 per boe in 2015.

Even in a low oil price environment, it has maintained an upstream EBITDA margin of 70%-75% over the last few years. We expect
upstream margins to remain within this range in the coming 12-18 months even as the company ramps up exploration activities to
replace its depleting proved reserves.

Ongoing reserve replacement challenge drives capital investment and acquisition risk
PTT expects to ramp up its consolidated capital spending to THB200 billion-THB220 billion per annum in 2017-18 from THB110 billion
in 2016. Half of the capital spending will be on midstream investments, while upstream exploration and production will likely account
for around one-third, with the downstream segment making up the remainder. This capital spending plan does not include potential
acquisitions. In the first three quarters of 2017, PTT's capital spending was only around THB105 billion.

Exhibit 5

PTT's historical and budgeted capital spending
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Capital spending projection does not include projects under study.
Sources: Company data; Moody's Investors Service estimates

PTT's hydrocarbon reserve base is declining, with a proved reserve life of only five years as of year-end 2016, comprising total proved
reserves of 695 mmboe, down 37% from 1,099 mmboe in 2009. We expect the company's proved reserves to remain stable or
slightly decline over the next two to three years without taking acquisitions into account, as its longer-dated developmental assets
could be further delayed. We expect the company to acquire producing oil and gas assets in Southeast Asia to augment its declining
reserves over the next 12-18 months and believe that PTTEP will use its large cash balance as of end September 2017 amounting to $4.1
billion (including short-term investments) to fund those acquisitions. We do not expect PTTEP to make debt-funded investments or
acquisitions.
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Exhibit 6

PTT's proved oil and gas reserves are declining
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PTTEP also expects its reserves and production to increase organically from a number of key projects, including Mozambique Rovuma
Offshore Area 1, an asset of Cove Energy Plc that it acquired in August 2012; the Ubon oil field in the Gulf of Thailand; a field in
Southwest Vietnam; and Hassi Bir Rekaiz in Algeria. Accordingly, these projects will add considerable diversity to the company's
operating profile but will not materially boost the life of its reserves.

PTTEP has announced that it will participate in the upcoming bidding for the concessions of the Bongkot gas field, which will expire in
2023. The auctions are scheduled to begin at the end of 2017, after the terms of reference and associated laws are finalized, while the
winning bids are likely to be announced in July 2018. At present, PTTEP holds a 44.4% stake in Bongkot, the largest natural gas field in
the Gulf of Thailand.

Support from the Thai government
PTT's Baa1 issuer rating incorporates our assessment of a high likelihood of extraordinary support from the Thai government under our
joint default analysis for government-related issuers. Our support assessment is based on the following:

» The government’s ability to provide support:

– The government’s ability to provide support is based on its Baa1 rating.

» The government’s willingness to provide support:

– Government ownership and control: The government owns 51.1% of PTT and a further 13.1% through the government-
invested Vayupak Mutual Funds. As the major shareholder, the government has the ability to substantially influence the
composition of the board. All major strategic and investment plans by PTT must also be proposed to and reviewed by the
cabinet.

– Economic importance: PTT plays a critical role in the country's energy sector because it owns and operates more than
60% of the country's total refining capacity. The company also has a monopoly in gas transmission and distribution within
the country, as well as a 40% market share of Thailand's oil marketing stations. On the upstream segment, we estimate
PTT's domestic production accounts for around 20%-25% of the country's total upstream oil and gas volumes.

– Reputational risk: Given the extent of government control over PTT, any default by PTT will have reputational implications
for the government and cause disruptions in the capital markets in Thailand, where the government and government-
owned companies are the largest borrowers.

– Track record of providing support:

› PTT has loans amounting to THB1 billion that are guaranteed by the Ministry of Finance.
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Liquidity analysis
PTT has a strong liquidity profile. It had consolidated cash and cash equivalents of THB195 billion and short-term investments of
THB182 billion as of 30 September 2017 compared with THB107 billion of debt maturing over the next 12 months.

On a stand-alone basis, the company's liquidity remains strong, with cash and short-term investments totaling THB119 billion versus
THB42 billion of short-term maturities.

In November 2017, PTT completed an early redemption of $500 million of bonds using cash on hand, which further reduced its total
outstanding borrowings. The company generally operates with sufficient cash on hand to service maturing debt, buffer its working
capital requirements and extend credit to group entities when appropriate.

We believe the company has limited flexibility to reduce dividend payments. While the payout ratio is set at a minimum of 25%, it has
varied widely from 54% in 2014 to almost 150% in 2015. As such, under our base-case scenario, we project dividends paid in 2017 and
2018 to remain largely in line with the THB45 billion paid in 2016.

Other considerations
PTT conducts its downstream refining and petrochemical operations primarily through its associates. Nonetheless, since 2015, PTT has
fully consolidated the financial statements of its key associates — 49%-owned Thai Oil Public Company Limited (Baa1 stable), 49%-
owned PTT Global Chemical Public Company Ltd (Baa2 stable) and 39%-owned IRPC Public Company Ltd (Ba1 stable) — to comply
with Thai accounting standards because it is deemed to have control over these entities. PTT plans to list its oil and retail businesses in
2018 while maintaining an ownership of 45%-50%. We expect the financials of these businesses to remain fully consolidated as well.

PTT's senior unsecured bond ratings are not affected by structural subordination, reflecting the company's own cash flow generation
from its natural gas and oil marketing businesses. The likely support from the Thai sovereign in case of need also mitigates the
structural subordination risk.

In addition, its upstream subsidiary PTTEP will also see its credit metrics remaining supportive of its Baa1 rating with retained cash flow/
adjusted debt above 45% and EBITDA interest cover above 10x over the next 12-18 months.
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Rating methodology and scorecard factors
Mapping PTT to our Global Integrated Oil and Gas Industry rating methodology published in October 2016 results in a Baa rating.
Factors considered outside the methodology in assigning the BCA of baa2 to PTT include the strategic importance of PTT to the
Thai economy, as well as the inherently more stable business profile of PTT's gas business, which accounts for the majority of its
unconsolidated cash flows from operations.

Exhibit 7

Integrated Oil & Gas Industry Grid [1][2]   

Factor 1 : Scale (25%) Measure Score Measure Score

a) Average Daily Production (Mboe/d) 352 Baa 360 - 370 Baa

b)Proved Reserves (Million boe) 695 Baa 695 Baa

c) Total Crude Distillation Capacity (mbbl/day) 635 Baa 635 Baa

Factor 2 : Business Position (20%)

a) Business Position Baa Baa Baa Baa

Factor 3 : Profitability and Returns (10%)

a)EBIT/Average Book Capitalisation 13% Baa 10% - 12% Baa

b) Downstream EBIT/Total Throughput Barrels ($/bbl) $9.4 Aa $8.0 - $9.0 A - Aa

Factor 4 : Financial Policy (20%)

a) Financial Policy Baa Baa Baa Baa

Factor 5 : Leverage and Coverage(25%)

a)EBIT / Interest Expense 7.0x Baa 6.0x - 7.0x Baa - A

b)Retained Cash Flow/Net Debt 46% Aa 40% - 50% Aa

c)Total Debt/Capital 36% A 35% - 40% A

Rating:

a) Indicated Rating from Grid Baa1 Baa1

b) Actual Rating Assigned Baa1 Baa1

Government-Related Issuer Factor

a) Baseline Credit Assessment baa2

b) Government Local Currency Rating Baa1

c) Default Dependence High 

d) Support High 

e) Final Rating Outcome Baa1

Current 

LTM 9/30/2017

Moody's 12-18 Month Forward View

As of 11/13/2017 [3]

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations. [2] As of 09/30/2017. [3] This represents Moody's
forward view; not the view of the issuer; and unless noted in the text, does not incorporate significant acquisitions and divestitures.
Sources: Moody's Financial Metrics™, Moody's Investors Service estimates

8          11 December 2017 PTT Public Company Limited: Update to credit opinion



MOODY'S INVESTORS SERVICE CORPORATES

Appendix

Exhibit 8

PTT's adjusted debt breakdown

(in US Millions)

FYE

Dec-12

FYE

Dec-13

FYE

Dec-14

FYE

Dec-15

FYE

Dec-16

LTM Ending

Sep-17

As Reported Debt 14,880.1 14,781.8 22,152.3 18,321.8 17,141.6 17,315.4

Pensions 190.3 247.4 524.4 522.1 588.4 631.9

Operating Leases 274.4 269.2 299.2 324.2 304.8 327.3

Hybrid Securities 162.9 151.6 1,130.3 1,033.4 1,038.5 1,147.5

Non-Standard Adjustments 36.2 31.4 47.7 748.7 736.3 751.2

Moody's-Adjusted Debt 15,543.8 15,481.5 24,154.0 20,950.2 19,809.7 20,173.3

All figures are calculated using Moody’s standard adjustments.
Source: Moody’s Financial Metrics™

Exhibit 9

PTT's adjusted EBITDA breakdown

(in US Millions)

FYE

Dec-12

FYE

Dec-13

FYE

Dec-14

FYE

Dec-15

FYE

Dec-16

LTM Ending

Sep-17

As Reported EBITDA 8,360.7 8,479.3 9,868.7 8,868.7 8,871.9 10,357.5

Pensions 6.8 9.4 75.5 15.4 49.3 51.8

Operating Leases 45.0 48.0 101.0 113.7 103.1 105.4

Unusual 91.1 -7.3 -338.9 217.9 11.5 -194.0

Non-Standard Adjustments -518.2 -344.6 -26.5 124.9 55.1 69.1

Moody's-Adjusted EBITDA 7,985.4 8,184.9 9,679.8 9,340.6 9,090.8 10,389.7

All figures are calculated using Moody’s standard adjustments.
Source: Moody’s Financial Metrics™
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Ratings

Exhibit 10
Category Moody's Rating
PTT PUBLIC COMPANY LIMITED

Outlook Stable
Issuer Rating Baa1
Sr Unsec Bank Credit Facility Baa1
Senior Unsecured Baa1

IRPC PUBLIC COMPANY LIMITED

Outlook Stable
Corporate Family Rating -Dom Curr Ba1

PTT EXPLORATION & PRODUCTION PUBLIC CO.
LTD.

Outlook Stable
Issuer Rating Baa1
Senior Unsecured Baa1
Subordinate Baa3

PTTEP CANADA INTERNATIONAL FINANCE LIMITED

Outlook Stable
Bkd Senior Unsecured Baa1

THAI OIL PUBLIC COMPANY LIMITED

Outlook Stable
Senior Unsecured Baa1

PTT GLOBAL CHEMICAL PUBLIC COMPANY LIMITED

Outlook Stable
Issuer Rating Baa2
Senior Unsecured Baa2

PTTEP TREASURY CENTER COMPANY LIMITED

Outlook Stable
Bkd Subordinate Baa3

Source: Moody's Investors Service
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