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Research Update:

Ratings On Denmark-Based ISS Affirmed At 'BBB-'
After Sale Of Shares To Institutional Investors;
Outlook Stable

Overview

* Private-equity firms, EQT Funds and Gol dman Sachs Capital Partners
(toget her the "Financial Sponsors"), along with Ontario Teachers' Pension
Pl an, have sold 31 mllion existing shares in Dennark-based facilities
services provider ISS to institutional investors.

e As a result, the Financial Sponsors now own | ess than 40% shares in |SS.

 Therefore, we are changi ng our assessment of |ISS financial policy to
"neutral” from"FS-4" and affirmng our long-term'BBB-' corporate credit
rati ngs on | SS.

* The stable outl ook reflects our view that |SS operating performance wll
renmain steady in the near term and that the conpany will continue to
del ever age.

Rating Action

On Cct. 1, 2014, Standard & Poor's Ratings Services affirmed its ' BBB-'

| ong-termcorporate credit ratings on Denmark-based facilities services
provider, 1SS A/S (ISS), and subsidiaries |ISS Wrld Services A/S and | SS
G obal A/S. At the same time, we affirned our short-termcorporate credit
rating on ISS Wrld Services at 'A-3'.

We also affirnmed our issue rating of "BBB-' on ISS €2.85 billion senior
unsecured credit facilities.

We affirned our issue ratings of '"BBB-' on |ISS dobal's €110 nillion 4.5%
seni or unsecured nmediumterm notes due 2014 and €2 billion senior unsecured
medi unmtterm note program

Rationale

EQT Funds and ol dnan Sachs Capital Partners (together the "Financial
Sponsors"), and the Ontario Teachers' Pension Plan, have sold 31 mllion
additional shares to institutional investors. The Financial Sponsors now own
33% of shares in ISS. According to our criteria, 1SSis no |onger a financial
sponsor-control |l ed company, so we are revising our financial policy assessnent
to "neutral” from"FS-4". Qur assessnment of |ISS financial risk profile as
"significant" is unaffected by this revision.
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Qur "neutral" financial policy assessment reflects our view that credit ratios
will not deviate materially fromour projections over the 2014-2016 forecast
hori zon, beyond what we have projected. W base our assessment on managenent's
financial policy, recent track record, and operating forecasts. A "neutral"
financial policy assessnment effectively reflects a | ow probability of event
risk.

We asses |SS' business risk profile as "strong" and its financial risk profile
as "significant", which |leads to our anchor of 'bbb'. To arrive at the issuer
credit rating, however, we adjust the anchor downward by one notch in our
"“conparabl e rating anal ysis," whereby we review an issuer's credit
characteristics in aggregate. This downward notching reflects our opinion that
I SS | acks a track record under its new financial structure, and that funds
fromoperations (FFO to debt will likely remain at the | ower end of our

20% 30% range for a "significant" financial risk profile assessnent.

Qur base case assunes:

 Revenues of nearly Danish krone (DKK) 74 billion in 2014 (organic growth
of 2% 39%).

e Hi gher organic revenue growh in energing markets coming from hi gher
vol umes in existing contracts and new contracts.

* Negative organic growh in Europe due to the tough nacroeconom c
environnent and difficult conditions in certain markets.

» Foreign exchange fluctuations, which will continue to affect reported
revenues.

» Stable operating nargins and a Standard & Poor's-adjusted EBI TDA nmargin
of 7.3%7.6%in 2014.

Based on these assunptions, we arrive at the following credit neasures:
 Debt to EBITDA of 2.9x-3.1x at year-end 2014.
* FFO to debt of 20% 23% at year-end 2014.

Liquidity
We assess ISS liquidity as "adequate," under our criteria. W forecast that
sources of liquidity will exceed uses by nore than 1.5x over the next 18

nonths. We consider ISS to have sound relationships with its banks, as well as
prudent risk managenent.

We anticipate that 1SS sources of liquidity for the 12 nonths to Dec. 31

2014, will total DKK31.0 billion, including:

e A cash bal ance of about DKK3.3 billion as of January 2014;

e Approximately DKKL1.7 billion available under its current revolving credit
facility;

e FFO of about DKK1.6 billion in 2014;

* Asset sales of about DKK1.6 billion

* Proceeds from new shares issuance of about DKK8 billion; and

* New debt issuance of about DKK15 billion

We anticipate that uses of liquidity for the 12 nonths to Dec. 31, 2014, will
i ncl ude:
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e Capex of DKKL1 billion;
 Estinmated acquisition spending of DKK100 nillion; and
* Retirenent of approximately DKK25 billion debt.

Sources and uses of liquidity include new share issuances fromthe | PO new

debt issuance, the retirenent of pre-1PO debt, as well as proceeds from asset
sales, all of which are one-off itens. Wthout these, the expected sources of
liquidity for 2014 would be about DKK7 billion and uses woul d be about DKK1

billion.

Outlook

The stable outlook reflects our viewthat |ISS operating performance will
remain steady in the near term and that it will continue to del everage and

i ncrease FFO following a reduction in interest paynents. W consider adjusted
FFO to debt of above 20%to be comensurate with our 'BBB-' rating.

Upside scenario

If 1SS were to reduce its debt, and/or establish a stable track record under
the current financial structure, we would consider renoving our negative
conparabl e rating adjustment, which would in turn lead us to upgrade ISS. FFO
to debt of nobre than 30% on a sustained basis would al so be consistent with a
hi gher rating.

Downside scenario

We currently view a downgrade as unlikely. However, we could | ower our rating
if 1SS were to refocus its strategy toward debt-financed acquisitions; if it
made sizabl e dividend paynments; or if operating profit margins tightened such
that credit metrics weakened. An adjusted FFO-to-debt ratio bel ow 20% coul d
also lead us to lowering our rating.

Ratings Score Snapshot

Corporate Credit Rating: BBB-/Stable/--
Busi ness risk: Strong

e Country risk: Low

* Industry risk: Internediate
 Conpetitive position: Strong

Financial risk: Significant
e Cash flow Leverage: Significant

Anchor: ' bbb’

Modi fiers
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e Diversification/Portfolio effect: Neutral (no inpact)
e Capital structure: Neutral (no inpact)

 Liquidity: Adequate (no inpact)

 Financial policy: Neutral (no inpact)

« Managenent and governance: Strong (no inpact)

e Conparable rating anal ysis: Negative (-1 notch)

St and-al one credit profile: 'bbb'

Related Criteria And Research

» Met hodol ogy And Assunptions: Liquidity Descriptors For d obal Corporate
| ssuers, Jan. 2, 2014

e Corporate Methodol ogy, Nov. 19, 2013

» Key Credit Factors For The Business And Consumer Services |ndustry, Nov.
19, 2013

e Corporate Methodol ogy: Ratios And Adjustnments, Nov. 19, 2013

e Met hodol ogy: Managenent And Governance Credit Factors For Corporate
Entities And Insurers, Nov. 13, 2012

2008 Corporate Criteria: Rating Each Issue, April 15, 2008

Ratings List

Rati ngs Affirned

ISS A/'S
I SS dobal A/'S
Corporate Credit Rating BBB-/ St abl e/ - -

ISS Wrld Services A/S

Corporate Credit Rating BBB-/ St abl e/ A- 3
ISS A/'S
Seni or Unsecured BBB-

ISS dobal A/S
Seni or Unsecur ed BBB-

Additional Contact:
Industrial Ratings Europe; Corporate_Admin_London@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at spcapitalig.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
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20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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