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Research Update:

Dutch Energy Distribution Network Operator
Enexis Holding N.V. Assigned 'A-1' Short-Term
Rating

Overview

e Enexis Holding N V. is a nonopoly owner and operator of regulated
electricity and gas distribution regional networks in The Netherl ands.

e W are assigning Enexis Holding an ' A-1'" short-termrating at the
conpany's request.

Rating Action

On Dec. 13, 2016, S&P d obal Ratings assigned its 'A-1'" short-term corporate
credit rating to Enexis Holding N V.

Rationale

The existing 'A+ long-termcorporate credit rating on Enexis Hol ding and on
its subsidiary Enexis B.V. (jointly Enexis) is unchanged. W base our 'A-1'
short-termrating on the long-termrating on the conpany, combined with its
strong liquidity assessment.

Liquidity
We view Enexis' liquidity as strong, supported by our viewthat liquidity
sources will exceed funding needs by over 1.5x in the next 12 nonths.

We anticipate the company will have liquidity sources over the 12 nonths from
June 30, 2016, of about €1.25 billion, including:
* Unrestricted cash and short-term marketabl e securities of close to €107
mllion.
e Access to an undrawn €600 nmillion conmitted credit facility, €55.5
mllion expiring in June 2020, and €545.5 million expiring in June 2021
* Annual funds from operations (FFO of about €550 mllion

W anticipate the conmpany will have liquidity uses over the same period of

€800 mllion, including:

e Qur estimate of about €600 million in fixed capital expenditure, to pay
for smart nmeter rollout.

 Debt maturities and dividend paynents of alnbst €100 nmillion each over
the next 12 nonths.

Covenant Analysis
Enexis currently has no financial covenants on its debt or committed revol ving
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Rating
credit facility.
Outlook
Qur outl ook on Enexis is stable. W expect Enexis to sustain S& d obal
Rati ngs-adj usted FFO to debt of about 23% 24%in 2016-2018 as it continues to
lower its cost of debt. This should mitigate the declining weighted-average
cost of capital used by the regulator to determine tariffs.
Downside scenario
We could lower the ratings if we expected FFOto debt to decline and renain
bel ow 18% In our view, this is unlikely, but could occur either through
further distribution network consolidation or a debt-financed extraordinary
di vi dend.
Upside scenario
We could raise the ratings if we deenmed it likely that Enexis could sustain
adjusted FFO to debt confortably above 23% with no deterioration in business
risk. This could result froman increase in return on capital allowed or a
change in nmanagenment's financial policy.
Ratings Score Snapshot
Corporate Credit Rating: A+/ Stable/A-1
Busi ness risk: Excellent
e Country risk: Very |ow
e Industry risk: Very |ow
 Conpetitive position: Excellent
Financial risk: Internediate
 Cash flow Leverage: Internediate
Anchor: a+
Modi fiers
» Diversification/Portfolio effect: Neutral (no inpact)
e Capital structure: Neutral (no inpact)
 Financial policy: Neutral (no inpact)
e Liquidity: Strong (no inpact)
 Managenent and governance: Satisfactory (no inpact)
e Conparable rating analysis: Neutral (no inpact)
St and-al one credit profile: "a+'
e Likelihood of governnent support: Moderate (no inpact)
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Related Criteria
e CGeneral Criteria: Rating Government-Related Entities: Methodol ogy And
Assunpti ons, March 25, 2015
e Criteria - Corporates - General: Methodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |Issuers, Dec. 16, 2014
e Criteria - Corporates - Utilities: Key Credit Factors For The Regul at ed
Uilities Industry, Nov. 19, 2013
e CGeneral Criteria: Country Ri sk Assessment Methodol ogy And Assunpti ons,
Nov. 19, 2013
e Criteria - Corporates - Ceneral: Corporate Methodol ogy: Ratios And
Adj ust ments, Nov. 19, 2013
e Criteria - Corporates - General: Corporate Mthodol ogy, Nov. 19, 2013
e General Criteria: Goup Rating Methodol ogy, Nov. 19, 2013
e Ceneral Criteria: Methodology: Industry Risk, Nov. 19, 2013
e CGeneral Criteria: Methodol ogy For Linking Short-Term And Long- Term
Rati ngs For Corporate, Insurance, And Sovereign |ssuers, My 07, 2013
e General Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012
e Ceneral Criteria: Stand-Alone Credit Profiles: One Conponent OF A Rating,
Cct. 01, 2010
e Ceneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009
e Criteria - Corporates - Ceneral: 2008 Corporate Criteria: Rating Each
| ssue, April 15, 2008
Related Research
« State of The Netherlands ' AAA/ A-1+ Ratings Affirmed; Qutl ook Stable,
Nov. 18, 2016
* Enexis Holding N.V., Cct. 19, 2016
Ratings List
New Rati ng
Enexi s Hol ding N. V.
Corporate Credit Rating --/--1TA1
Additional Contact:
Industrial Ratings Europe; Corporate_Admin_London@spglobal.com
Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further
information. Conplete ratings information is avail able to subscribers of
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Rati ngsDi rect at www. gl obal creditportal.comand at spcapitaliqg.com All

ratings affected by this rating action can be found on the S& d obal Ratings'
public website at wwv. st andardandpoors.com Use the Ratings search box | ocated
in the left colum. Alternatively, call one of the follow ng S& G obal

Rati ngs nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice

(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;

St ockhol m (46) 8-440-5914; or Mscow 7 (495) 783-4009.
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