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CEE Region — Sovereign Ratings

FitchRatings

Country
Czech
Slovakia
Estonia
Poland
Lithuania
Latvia
Slovenia
Bulgaria
Hungary
Macedonia
Croatia

Serbia

LT IDR
A+, stable
A+, stable
A+, stable
A-, stable
A-, stable
A-, stable

BBB+, positive
BBB-, stable
BBB-, stable
BB, negative
BB, negative

BB-, stable

Country Ceiling
AA+
AAA
AAA

AA-

AA+

BBB+

BB+

BBB-

www.fitchratings.com




Corporate Market Share in CEE

Fitch Corporate Coverage in CEE

Fitch Only Fitch + 1 Fitch + 2

Tauron (BBB, negative) PKN Orlen (BBB -, stable) P4/Play (B +, stable)
ENEA (BBB, stable) PGE (BBB +, stable) CEZ (A -, stable)
Bulgarian Energy Holding (BB, negative) MOL (BBB -, stable) -

Polskie Koleje Panstwowe (BBB, stable) ENERGA (BBB, stable) -

Aquanet (BBB, stable) Nitrogenmuvek (B +, stable) -

MWIK Bydgoszcz (BBB-, stable) RPG Byty (B +, stable) -

PKP Intercity (BBB, stable)

SmVaK (BB +, stable)

ZKM Gdansk (BBB, stable)

MPK Lodz (BBB -, stable)

SPP distribucia (A -, stable)

Net4Gas (BBB, stable)

EP Energy (B +, stable)

Eustream (A -, stable)

FitchRatings

www.fitchratings.com




National Rating Scale

Fitch is the only rating agency to introduce a national Polish scale which is recognised and used by local banks and investors, showing a deeper
knowledge and understanding of the local market

International Ratings National Ratings
Long term IDR Short Term IDR

Corporates

Foreign Local Foreign Local Long Term

Currency Currency Currency Currency
Aquanet BBB - - - A (pol)
ENEA BBB BBB - - A (pol)
ENERGA BBB BBB - - A (pol)
P4 B+ - - - BBB- (pol)
PGE Polska Grupa Energetyczna BBB+ BBB+ - - AA- (pol)
PKN Orlen BBB- BBB+ F3 F3 A- (pol)
PKP Intercity BBB BBB+ - - A+ (pol)
Polskie Koleje Panstwowe BBB BBB+ - - A+ (pol)
Tauron Polska Energia BBB BBB F3 F3 A (pol)
Zaktad Komunikacji Miejskiej w i i i
Gdansku BBB A+ (pol)
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Navigator: Getting you closer to our key drivers

Navigator Snapshots
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Aerospace & Defence

Navigator Snapshots are profiles of Fitch rated
issuers that gives a clear view of the rating
drivers

=  Available in multi sector formats, all Navigators
share a common structure and approach which
allows for easy peer comparison

" Supported by Navigator companion reports
describing the basis for our observations for
each sector

Navigator Interactive

Navigator Interactive is a new tool that allows users to
estimate the likely rating range for any unrated issuer
and perform rating scenario analysis on any Fitch rated
issuer

" Sector-specific factors give a better assessment of the
issuer’s credit profile

. Country risk impact is included for all Emerging
Markets

= Free to use


https://www.fitchratings.com/jsp/general/video.jsp?video_type=video&id=4065728827001

Navigator Interactive

Designed to provide transparency for the key drivers of corporate issuer ratings

Navigator Interactive allows for peer comparisons, rating impact scenario analysis for rated
issuers and an estimate of the likely rated range for currently unrated issuers

5 Business Profile
Factors

3 Financial Profile SSF)eeiti?irC Factor Summary Observation (FSO)
Factors factors reflects the broad aggregation of these
Key Factors encompassing their relative
importance

Operating

Environment
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Factor Summary Observation

Operating Environment set for Issuer

BUSINESS PROFILE FINANCIAL PROFILE
Sector Risk Operating Management Diversification Technology Market Position Backlog Financial Financial Profitability Issuer Default Factor @
Profile Envionment and Corporate and Size Flexibility Structure Rating Summary

Gowernance Observation
aaa ARA aaa
aa+ Al aa+
aa AA aa
aa- Al aa-
a+ M a+

a A a

a- A IG6 a-
bbb+ BBB+ bbb+
bbb BEB bbb
bbb- BBB- bbb-
bb+ BB+ bb+
bb BB bb
bb- BE- bb-
b+ B+ b+
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Factor Summary Observation

Sub-Factors form a range...

BUSINESS PROFILE

Sector Risk Operating
Profile Environment

Management Diversification

and Corporate
Governance

aaa
aa+
aa

aa-

bbb
bbb=
bb+
bb

bb-

Technology

*
* *

* *
* x *

Market Position
and Size

FINANCIAL PROFILE

Backlog Financial Financial Profitability Issuer Default Factor @
Flexibility Structure Rating Summary
Observation
ABA aaa
Al aa+
AA aa
* A aa-
M a+
: A a
A I1G6 a-
* BBB+ bbb+
* * BEB bbb
* * BBB- bbb-
* BB+ bb+
BB bb
BE- bb
B+ b+
B b
B- b
CCC=RD cco = rd

FitchRatings

www.fitchratings.com



Factor Summary Observation

Sub-Factors roll up to Factors...

BUSINESS PROFILE FINANCIAL PROFILE

Sector Risk Operating Management Diversification Technology Market Position Backlog

Financial Financial Profitability  Issuer Default Factor @
Profile Envionment and Corporate and Size Flexibility Structure Rating Summary
Governance Observation
aaa ARA aaa
aa+ Al aa+
aa AA aa
aa- ¢ Al aa-
a+ M a+
a A a
a- A IG6 a-
bbb+ BBB+ bbb+
bbb BEB bbb
bbb- BBB- bbb-
bb+ BB+ bb+
bb BB bb
bb- BE- bb-
b+ B+ b+
b B b
b= B- be
scc=rd CCC=RD ccc=rd

FitchRatings

www.fitchratings.com



Factor Summary Observation

Factors roll into FSO...

BUSINESS PROFILE FINANCIAL PROFILE

Sector Risk Operating Management Diversification Technology Market Position Backlog Financial Financial Profitability Issuer Default Factor @

Profile Envionment and Corporate and Size Flexibility Structure Rating Summary

Governance Observation
aaa ABA aaa
aa+ Al aa+
aa aa
aa- aae
at a+
a a
a- FSO a-
bbb+ bbb+
bbb bbb
bbb= bbb=
bb+ bb+
bb bb
bb- bb-
b+ b+
b B b
b= B- be
scc=rd CCC=RD cco = rd
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Factor Summary Observation

Lower Operating Environment may “pull down” FSO

BUSINESS PROFILE

Financial
Flexibility

Technology Market Position Backlog

and Size

Sector Risk Operating Management Diversification
Profile Environment  and Corporate
Governance

FINANCIAL PROFILE

Financial Profitability Issuer Default
Struciure Rating

Factor @
Summary
Observation

aaa AAA aaa
aa+ A+ aa+
aa AA aa
aa aa-
a+t a+
[—==n
a ! a
a- a-
bbb+ FSO | bbb+
bbb NN bbb
bbb- BBB- *@* bbb-
bb+ ] ~ BB+ ¢ bb+
~
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FitchRat.ings

22-Sep-16

Ratings History

Date IDR Action
27-Jun-18 BEE Stable Affirmed
07-Mar-18 BBB Fosiive  Review- Mo Action
27-Jul-15 BEB Fosiive Affirmed
05-Hov-14 BEB Fosive Affirmed
0B-Jul-14 BEE Fositive New Rating

Bar Chart Legend:

‘Vertical Bars = Range of Rating Factor
Bar Colors =Relative Importance

B Higher Importance
B Average Importance

Lower Importance
Bar Armows = Rating Facior Outlook
<F  Paositive 4 Megative
it Evolving O  Stable
Analysts
ist Ana Gaspar
+44 203 530 1601
ana.gaspan@fitchratings.com

2nd  Hugh Gyumin Shim

 |+44202530 1724
hugh.shim@fitchratings.com

Relevant Criteria & References

Introducing Ratings Mawgators for Corporates
Corporate Rating Methadalogy

EMEA Regulated Utiliies: Ratings Mavigator
‘Companion

NET4GAS, s.r.o.

Corporates Ratings Navigator
EMEA Regulated Utilities

Factor Sector Risk Operating Susiness Frofle Issuer Default
Levels Profile Envionment  and Corporate ms“ﬁ“'“g Reguialoly  AssetBase  Operaions ' 'onapivand - Phancal m Rating
aaa

aat AR+

aa AR

aa- AA-

at At

a A

a A-

bbb+ BBB+

s
bbb- BBB-

bb+ BB+

bb BB

bb- BB~

b+ B+

b B

b- B-

cocc ccc

cC (=

c c

dorrd D or RD

Direct Peer Group

FitchRatings

Company Name IDR Action Action Date
Tighter Rating
eusiream, a.s. A- Stable Affirmed 22-Aug-2016 Sensitivities
Shareholder Loan
En SA A Stable Affirmed 23-Dec-2015
== Redemption Rating
REM - Redes Energeficas MNeutral
Nacionais, SGPS, S A, BEB Stable Affrmed 24-Mar-2016
Final Determination
Mational Grid Gas plc A Stable Affirmed 07-Mar-2016 Rating Positive

Concentration of
Contracts

Expiry of Long-Term
Contracts

Positive Rating
Sensitivities

Megative Rating
Sensitivities

Drivers & Sensitivities

Fitch NET4GAS'S o on ihe back of an Increasing share of franst
earnings from shart-tarm contracts, especially after 2020, Predictablity of NETAGAS'S cash flows IS
expactad to deciine accordingly.

We expect a temporary Increags In leverage due to a fming diffierence In equity Injectians toward the
Czech-Polish Infenconnector. The overall irend of leverage metrics will still sit within our revised
Sensitivity for the rating.

Domestic fransmission reguistory paramaters set for the 2016-2018 regulatory pariod {RP4) are
favowrable, with the pre-tax nominal welghted average cosl of caplial at 7.94%, fxed for the entire
period.

Significant conceniration Is a sk for MET4GAS, refleciing the company’s direct exposure
0 Gazprom (BSE-Negatve) 35 the largest countarparty.

Four long-term contracts expire over cur rating horzon (2016-2021), and we balieve they are unlikely to
b2 renawead However, we 2xpect some of the reverss gas fiows (Wast-East) to b sustained on an
unconiraciedishari-lerm condract.

FFC net adjusted leverage sustalnably below 4.7x and FEO coverage abova 3.5x, togemer with bester
pradictabiiity and visiliity In e domastic businass, would be rating postive.

FFC nat sdjusted levarage above 5.2x and FFO coverage below 2.5 on 3 sustained basis, an adverse
change In NET4GAS's contract porifolle or fallure of counterparties to perform under the coniracis,
would be rating negative.

www.fitchratings.com
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FitchRatings

NET4GAS, s.r.o.

Corporates Ratings Navigator
EMEA Regulated Uti

Operating Environment
- Economic Environment
a+ Financial Access
- Systemic Governance
b-
e
Sector Positioning
- Operation Type
o mmm Eamings (% of
=
bbb
ES
Asset Base
- Diversification
a+ Critical Mass.
e
a-

Profitability and Cash Flow
Return on Capital

Financial Flexibility

- Financial Discipline
a Liquidity
- FFO Fixed-Charge Cover
bbb+ FX¥ Exposura
- PMICR: (CFO - Maintznance
Capex)interast

FitchRatings

E BN E B

Strong combination of countries where economic value is created and where
assets are located.

Strong combination of issuer-specific funding characteristics and the stremgth of
the relevant local financial market.

Systemic govemnance (eg rule of law, cormuption. government effectivensss) of
the isswer's country of incorporation consistent with 'a”.

Mational or regional monopolies, transmission or distribution asset owners.

up to 25%

Limited diversification by geography without regulatory diversification; regional
utility.

Critical mass in one regulated asset; does not affect efficiency of operations.
(cost base, customer base, key personnel).

High asset quality likely to benefit opex and capex requirements compared with
peers.

Return on capital at, or comfortably above, the regulatory benchmark.
Less stability and predictability of profit than wlility peers.

Investment cycle position not leading to significantly negative free cash fiow.

Financial policies less conservative than peers but generally applied
consistently.

One-year liquidity ratio above 1.25:. Well spread debt maturity schedule but
funding may be less diversified.

3.5x

Some FX exposure on profitability and'or debticash flow match. Effective
hedging.
1.75x%

www.fitchratings.com

Management and Corporate Governance

IR orooernt sty
a Govemance Structure
- Group Structure
bbb+ Financial Transparency
Regulatory Environment
Independence,
B
Licensing, Ring-Fencing,
Conceasioning

a-
= l

bbb
o
Operations
=

a-
e l

bbb
B

Performance Measures

Counterparty Risk

Rewvenue Profile and
Market Risk

Financial Structure

a-
bbb

Lease-Adjusted FFO
Gross

Lease-Adjusted FFO Met
Leverage

Net Debt/Asset Base

a
bbix

B E E B EE

EE

Coherent strategy and good track record in implementation.

Experienced board exercising effective checks and balances. Cwnership can be
concentrated among several shareholders.

Group struciure has some complexity but mitigated by transparent reporiing.
Good-quality reporting without significant failings. Consistent with the average of
listed companies in major exchanges.

Less transparent frameworks, with emenging track record and multi-year tanffs;
exposed to political risk. Medium-term predictability.

Less demanding licensing and ring-fencing provisions; moderate concession
renewal risk.

Tariff setting with challenge mechanisms that may limit efficiently incurred cost
and investment recovery, with moderate regulatory lag.

Meoderate insulation from price and volume risk and revenue under-recovery.

Key performance measures in line with or above sector average andior
regulatory tanget.

Medium countenparty risk. Less diversified, with high prepayment rates; medium
collection rates for water suppliers.

Medium revenue profile and market risk. Some exposure to cyclical industries
andior customers.

How to Read This Page: The left column shows the three-notch band assessment for the overall Factor, illustrated by a bar.
The right column breaks down the Factor into Sub-Faciors, with a descripion appropriate for each Sub-Factor and its
comesponding category.

Navigator Version: RN 1.39.40.0
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Benefits of Navigator Interactive

= Pre-loaded with the majority of Fitch rated issuers and requested unrated names (with
more being added)

= Sector-specific factors give a better assessment of the issuer’s credit profile
= Good match of FSOs to Fitch ratings (75%+ of existing ratings will fall inside FSO)
= Country risk impact is key for Emerging Markets

= Easy access and free to use (No username or login required)

navigator.fitchratings.com

FitChRating S www.fitchratings.com
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Contacts

Fitch Polska S.A. Business and Relationship Management
www.fitchpolska.com.pl in Central and Eastern Europe

Fitch Ratings Miroslaw Dudzinski

www.fitchratings.com Senior Director

Corporates, Infrastructure and Project Finance

T +48 22 338 62 83
F +48 22 338 62 90
E miroslaw.dudzinski@fitchratings.com

FitChRating S www.fitchratings.com
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Disclaimer

Fitch Ratings’ credit ratings rely on factual information received from issuers and other sources.
Fitch Ratings cannot ensure that all such information will be accurate and complete. Further, ratings
are inherently forward-looking, embody assumptions and predictions that by their nature cannot be
verified as facts, and can be affected by future events or conditions that were not anticipated at the
time a rating was issued or affirmed.

The information in this presentation is provided “as is” without any representation or warranty.

A Fitch Ratings credit rating is an opinion as to the creditworthiness of a security and does not
address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned.
A Fitch Ratings report is not a substitute for information provided to investors by the issuer and its
agents in connection with a sale of securities.

Ratings may be changed or withdrawn at any time for any reason in the sole discretion of
Fitch Ratings. The agency does not provide investment advice of any sort. Ratings are not
a recommendation to buy, sell, or hold any security.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS AND THE TERMS OF USE OF SUCH RATINGS AT WWW.FITCHRATINGS.COM.

FitChRatingS www.fitchratings.com
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