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Research Update:

Fingrid Oyj Upgraded To 'AA-' On Increase In
Government Ownership; Outlook Stable

Overview

» The Finnish state has increased its ownership in Finnish transm ssion
system operator Fingrid Oyj and now holds a majority stake.

* As a result, we have reassessed our view of the Iink between Fingrid and
the Finnish state in accordance with our criteria for governnent-rel ated
entities.

« W are raising our long-and short-termcorporate credit ratings on
Fingrid to ' AA-/A- 1+ from'A+/ A-1'.

* The stable outl ook reflects our expectation that Fingrid will continue to
have a strategic inportance to the Finnish governnent as Finland's
nmonopol y transm ssion systemoperator, and that there will be no nateri al
changes in governnent ownership in the near to mediumterm

Rating Action

On April 20, 2011 Standard & Poor's Rating Services raised its |ong- and
short-term corporate credit ratings on Finnish transm ssion system operat or
Fingrid Oyj to 'AA-/A-1+ from'A+/ A-1'. The outl ook is stable.

Rationale

The rating action reflects a revision of the likelihood that the Finnish state
(The Republic of Finland; AAA/ Stable/A-1+) would provide tinely and

extraordi nary support to Fingrid in an event of financial distress to "high"
from "noderately high".

On April 19, 2011 the transfer of ownership in Fingrid was conpleted, with the
Fi nni sh state and the Finnish nmutual insurance conpany Il marinen (not rated)
acquiring the shares of Fortum Oyj (A/ Stable/A-1) and Pohjolan Voima Oyj (not
rated) in Fingrid. Follow ng the transaction, we understand that the Finnish
state holds a najority stake in Fingrid with about 53% of the shares (71% of
the votes), with the balance being held by Il nmarinen and other institutiona
donestic investors. As a result of the increase in government ownership, we
have reassessed our view of the Iink between Fingrid and the Finnish state in
accordance with our criteria for governnent-owned entities. Follow ng the

revi sion, we now consider the link between Fingrid and the Finnish state to be
"strong", whereas we previously considered it to be "linmted". Qur
understanding is that the government has the intention of holding its stake
over the long termand that a privatization or a partial sell-off is unlikely
in the mediumterm
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Qur assessnment of Fingrid s role for Finland remai ns unchanged at "very
important", reflecting its clear strategic inportance to the government as the
nonopol y transm ssion systemoperator (TSO). Fingrid has a clear strategic

obj ective for the government in its focus on ensuring electricity transm ssion
stability, devel oping the transm ssion grid, and enhancing the Nordic
electricity market.

We continue to assess Fingrid' s stand-alone credit profile (SACP) at 'a'. This
reflects the group's strategic nonopoly position as the electrical TSOin
Finland. It further reflects Fingrid s strong record of network efficiency, a
favorabl e cost-plus regulatory regine, and the group's clear strategic focus
on the national electricity transm ssion network and enhancenment of the Nordic
electricity nmarket. The SACP and the ratings are constrai ned by what we regard
as Fingrid s "significant" financial risk profile in light of our expectations
of weakening credit ratios, due to rising gearing resulting froman extensive
ongoi ng i nvestnent program and sone vol une ri sk.

Liquidity

The short-termrating is "A- 1+ and we view Fingrid's liquidity position as
adequate. As of Dec. 31, 2010, the group had €219 nmillion in cash and
mar ket abl e short-term securities and access to a fully undrawn €250 mllion
revolving credit facility, maturing in Novenber 2012. W understand that this
facility has recently been replaced by a new facility expiring in April 2016
of the same anmount. This conpares with €200 nmillion in short-term debt

(i ncluding conmerci al paper). The existing credit agreenments do not contain
financial covenants or nmaterial adverse change clauses, to our know edge.

Fingrid generated negative free operating cash flows of €44 mllion in 2010
and we expect it to remain negative over the near to nediumterm This is
primarily due to the extensive investnment programin conbination with only
noderate tariff increases. The deficit will be covered with additional debt.
W will continue to nmonitor Fingrid' s plans regarding its liquidity policies
and funding closely in Iight of the increased investnment program At the
current rating level, we assunme Fingrid will maintain a prudent approach to
[iquidity nmanagenment and pre-funding of capital expenditures. W expect
Fingrid s noderate dividend policy of about €7 nillion per annumto continue
over the nmediumterm

Outlook

The stable outl ook reflects our expectation that Fingrid will remain
strategically inportant to the Finnish governnent as Finland s nmonopoly TSQO
and that there will be no material changes in government ownership in the near
to nediumterm It also reflects our expectations that there will be no
significant changes to the group's SACP, including its financial policies and
risk profile. We expect, for exanple, that adjusted funds from operations to
debt will remain above 10% over the near to mediumterm In accordance with
our criteria on governnent-related entities, the ratings on Fingrid would
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remai n unchanged even if we were to change our assessnent of the group's SACP
by one notch.

We could raise the ratings if the |ikelihood of government support were to
further increase, for exanple if the link between Fingrid and the Finnish
state were to further strengthen. Conversely, we could lower the ratings if we
percei ved a weakening of the |ikelihood of extraordinary state support, for
exanpl e, in the event of an unexpected dilution of the governnent ownership
stake. In addition, we could lower the ratings if Fingrid s SACP were to
weaken by nmore than one notch. This could result froma change in the group's
financial policies and a significant negative inmpact on its credit neasures
and financial risk profile.

Related Criteria And Research

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

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

» Met hodol ogy And Assunptions: Standard & Poor's Standardizes Liquidity
Descriptors For d obal Corporate |ssuers, July 2, 2010

Ratings List

Upgr aded; CreditWatch/ Qutl ook Action

To From
Fingrid Oyj
Corporate Credit Rating AA-/ St abl e/ A- 1+ A+/ Wat ch Pos/ A-1
Seni or Unsecured AA- A+/ Wt ch Pos
Conmrer ci al Paper A- 1+ A- 1/ Wat ch Pos
Ratings Affirmed
Fingrid Oyj
Nordi ¢ National Scal e Rating K-1

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

Conplete ratings information is available to subscribers of RatingsDirect on
the A 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
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(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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