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OVERVI EW
e Finnish electricity distribution and district heating group, Elenia, has
i ssued debt through a secured €3.0 billion nulticurrency program

e W are assigning our 'BBB' ratings to the program and to the €500
mllion notes and €150 nillion notes issued under the program by Elenia
Fi nance Oyj .

e The notes are secured structured instrunments backed by the operating cash
flows of Elenia Oy and El enia Lanpo Oy.

STOCKHOLM (St andard & Poor's) Dec. 17, 2013--Standard & Poor's Ratings
Services today assigned its "BBB rating to Elenia Finance Oyj's secured €3
billion multicurrency debt program

At the sane tinme, we assigned our 'BBB ratings to the €500 nillion notes and
€150 mllion notes issued by Elenia Finance. The notes have a securitized
structure and are backed by Elenia Oy's and El enia Lanpo Oy's operating cash
flows.

The El enia group conprises Elenia Oy, the regulated electricity distribution
busi ness, and El enia Lanpo, the district heating business. Elenia Finance is
the group's finance subsidiary. In addition to supporting El enia Finance's
obligations under the debt program Elenia Oy's and El enia Lanpo's operating
cash flows will finance the group's operations as well as bank debt at Elenia

Oy.
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Al t hough there is no direct loan fromEl enia Finance to Elenia Oy, the debt is
guaranteed by Elenia Oy and El enia Lanmpo. W understand the proceeds fromthe
notes issuance will be channeled to Elenia Oy via a Luxembourg-based hol di ng
conpany, to nmaintain third-party treatnent under Finnish |aw

The ratings on the notes are based on our analysis of the Elenia group's
underlying credit quality stemring fromits excellent business risk profile,
and on our view of high |leverage. W conplenent this anal ysis by | ooking at
the structural features included in the transacti on docunentation and the
credit support the group will receive fromthe pre-insolvency structura
protections.

We base our view of the Elenia group's excellent business risk profile mainly
on our assessnment of the fully regulated electricity distribution business,
whi ch accounts for approxi mately 85% of the group's EBI TDA. W consider the

Fi nnish regulatory framework for electricity distribution conpanies to be well
est abl i shed, predictable, and supportive. Although there are relative
weaknesses regarding regulatory incentives in the event of extraordi nary

weat her conditions, we view such events as rare and therefore the related risk
as sufficiently contained. W also note that the district heating business
does not benefit froma sinmilar regulatory franmework, but operates as a

nat ural monopoly and shows stable profitability. W therefore anticipate that
the Elenia group will continue to generate stable and predictable cash fl ows.

The main rating constraint is the high level of debt, which results in
relatively weak cash flow debt-coverage netrics. In our base case, we expect
that Elenia will continue to generate stable earnings fromits regul ated
electricity distribution business. However, we anticipate that Elenia's
adjusted ratio of funds fromoperations (FFO to debt will gradually weaken to
about 7% over the next few years, froman anticipated 10%in 2014, because of
t he expected 100% debt funding of future capital expenditure and likely
generous sharehol der distributions.

The ratings also reflect various structural features in the notes that, in our
vi ew, increase cash flow certainty for debthol ders. These include paynent
restrictions and a covenanted liquidity structure that we believe should all ow
El eni a to nanage tenporary cash flow shocks and keep secured creditors in a
strong position should the group fall into financial difficulty. On the other
hand, in our view, the notes' structure and the Finnish regulatory environnent
are | ess robust than in other markets.

We could | ower the ratings should Elenia struggle to maintain adjusted FFO to
debt of at least 6% taking into account sone variation with regard to the
annual regulatory surplus or deficit. W could also | ower the ratings

foll owi ng any unfavorabl e regulatory changes that led us to revise our view of
the group's business risk profile. A negative rating action could also foll ow
shoul d the Elenia group enter into significant super-senior hedges, because
this could weaken the position of senior creditors in a financial stress
scenari o.
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We currently see limted rating upside. W could, however, consider raising
the ratings if Elenia' s financing structure changed, |eading to stronger
credit neasures than we currently expect, for exanple, with adjusted FFO to
debt exceedi ng 8% on a sustai nabl e basis.
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