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Research Update:

Finland's Electricity Grid Operator Fingrid

Outlook To Negative On Sovereign Rating
Action; 'AA-/A-1+' Ratings Affirmed

Overview

e On Jan. 13, 2012, we revised the outl ook on our 'AAA/A-1+ ratings on the
Republic of Finland to negative.

e In accordance with our criteria for governnent-related entities, we are
revising the outl ook on our 'AA-/A-1+ ratings on Finnish electricity
transm ssion systemoperator Fingrid Oyj to negative.

« At the sane tine, we are affirmng the ratings on Fingrid and renoving
them from Credi t WAt ch negati ve

e The negative outlook reflects that a downgrade of the soverei gn would
likely result in a simlar rating action on Fingrid.

Rating Action

On Jan. 17, 2012, Standard & Poor's Ratings Services revised its outl ook on
Finnish electricity transm ssion systemoperator (TSO Fingrid Oyj to
negative. At the same time, the 'AA-' long-termand 'A- 1+ short-term
corporate credit ratings were affirned and renmoved from Credi t Wat ch, where
they were placed with negative inplications on Dec. 8, 2011

Rationale

The outl ook revision follows that on the Republic of Finland
(AAA/ Negative/ A-1+) on Jan. 13, 2012. The ratings on Fingrid continue to
refl ect the conpany's stand-alone credit profile (SACP), which we assess at

a', as well as our opinion that there is a "high" likelihood that the Finnish
governnent woul d provide tinely and sufficient extraordinary support to
Fingrid in the event of financial distress.

Qur opinion of a "high" likelihood of government support is based on our

assessment of Fingrid's:

* "Very inportant” role as Finland' s nonopoly TSO W see Fingrid as
strategically inportant to the governnent because of its role in ensuring
the stability of electricity transnission, devel oping the transni ssion
grid, and enhancing the Nordic electricity nmarket; and

e "Strong" link to Finland's governnent, which has a 53% shareholding in
Fingrid that we understand it does not intend to sell in the nediumto
long term
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Outlook

The negative outlook on Fingrid reflects that on Finland, indicating that we
could lower the ratings on Fingrid by one notch if the ratings on Finland were
| owered by one notch. These potential actions are in accordance with our
rati ng nethodol ogy for governnment-related entities and our criteria for
nonsoverei gn ratings that exceed our ratings on sovereigns in the European
Econoni ¢ and Monetary Union. A revision of the outlook on Finland to stable
would likely lead to a simlar action on Fingrid.

We anticipate that Fingrid will remain strategically inmportant to the Finnish
government as Finland' s nonopoly TSO and that there will be no nmateri al
changes in ownership in the near to mediumterm For the current SACP, we
anticipate the ratio of funds from operations to debt renaining higher than
10%in the near termand likely gradually noving toward 13% 15% in the medi um
term

We could raise the ratings if we saw a higher |ikelihood of government support
for Fingrid, for example if the |link between Fingrid and the Finnish
government were to strengthen. Conversely, we could lower the ratings if we
percei ved a weakening of the likelihood of extraordi nary state support, for
exanpl e, in the event of an unexpected dilution of the governnent's ownership
st ake.

In line with our nethodol ogy for government-related entities, we could take a
negative rating action if Fingrid s SACP weakened to 'bbb+ or |ower. Al though
unlikely at this stage, this could result froma najor regulatory overhaul, a
change in the group's financial policies, an unexpected shortfall in
liquidity, or a significant negative inmpact on its credit measures and
financial risk profile. Simlarly, ratings upside could stemfrom an

i mprovenent of Fingrid' s SACP to 'aa- However, we consider such a scenario
unlikely in the mediumterm owi ng to the group's significant investnent
program and rel atively high financial |everage.

Related Criteria And Research

Al articles listed below are available on RatingsDirect on the dobal Credit
Portal, unless otherw se stated.

Related criteria

» Met hodol ogy And Assunptions: Liquidity Descriptors For d obal Corporate
| ssuers, Sept. 28, 2011

 Nonsoverei gn Ratings That Exceed EMJ Soverei gn Ratings: Mthodol ogy And
Assunptions, June 14, 2011

e Principles O Credit Ratings, Feb. 16, 2011

» Rating Governnent-Related Entities: Methodol ogy And Assunptions, Dec. 9,
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2010

 Stand-Alone Credit Profiles: One Conponent Of A Rating, Cct. 1, 2010

e Use O CreditWatch And Qutl ooks, Sept. 14, 2009

* Criteria Methodol ogy: Business Risk/Financial R sk Mtrix Expanded, My
27, 2009

e Corporate Criteria--Parent/Subsidiary Links; General Principles;
Subsi di ari es/ Joi nt Ventures/ Nonrecourse Projects; Finance Subsidiaries;
Rating Link To Parent, Cct. 28, 2004

Related research

e Finland's ' AAA/ A-1+' Ratings Affirnmed; Of Watch Neg, Qutl ook Negati ve,
Jan. 13, 2012

e Credit FAQ How S&P Derives Its Ratings On Governnent-Rel ated Entities,
April 4, 2011

Ratings List
Ratings Affirned; CreditWtch/Qutlook Action

To From
Fingrid Oyj
Corporate Credit Rating AA-/ Negative/ A-1+ AA-/Watch Neg/ A- 1+
Nor di ¢ National Scale K-1 K-1
Seni or Unsecured AA- AA-/ Wt ch Neg
Conmrer ci al Paper A-1+ A-1+/ Wat ch Neg

Additional Contact:
Infrastructure Finance Ratings Europe;InfrastructureEurope@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDirect on
the G obal Credit Portal at www gl obal creditportal.com All 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)
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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