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Research Update:

Eneco Holding N.V. Ratings Lowered To
'A-/A-2' To Reflect Negative Effect Of
Regulatory Unbundling; Outlook Negative

Rationale
On April 27, 2009, Standard & Poor's Ratings Services lowered its long-term
corporate credit ratings to 'A-' from 'A' and its short-term corporate credit
ratings to 'A-2' from 'A-1' on Dutch utilities Eneco Holding N.V. and N.V.
Eneco (collectively known as Eneco). The outlook is negative.

At the same time, Standard & Poor's removed all these ratings from
CreditWatch, where they were placed with negative implications on July 18,
2008.

The rating actions factor in the upcoming unbundling by Jan. 1, 2011, at
the latest, of Eneco's regulated electricity and gas distribution business
(the network company; 64% of EBITDA) from the company's commercial generation,
trading, and supply businesses (the energy company; 36%). We understand from
management that Eneco intends to unbundle the company by spinning off the
energy company and that after the unbundling, Eneco Holding N.V. would
comprise the network company Stedin and the infrastructure business Joulz.

Eneco's business risk profile should become stronger after the unbundling
in our view because the regulated distribution of electricity and gas would
generate more than 90% of its earnings. At present, the strengths of the
network business are offset by the energy business, which we consider as much
weaker because of its exposure to competition and volatile wholesale power
prices, given its short power supply position.

However, the downgrade reflects our understanding that the network
company would likely target a financial profile in line with the minimum
capital requirements and financial ratios proposed by the Dutch regulator,
which are significantly more aggressive than Eneco's current credit metrics.

The regulator has proposed minimum capital requirements and financial
ratios that the network companies would have to comply with on the unbundling
date, including a ratio of 60% debt to 40% equity. These metrics are
significantly more aggressive than Eneco's credit metrics at present. On Dec.
31, 2008, Eneco's adjusted debt to capital was 36%, adjusted funds from
operations (FFO) to debt was 28%, and FFO interest coverage was 7.0x. Also,
following the unbundling, the regulator proposes to allow the network
companies to increase their leverage further if the increase would result from
investments in the network.

We understand from Eneco that the network company would retain all the
existing external debt (reported debt of €1.9 billion at year-end 2008) apart
from debt related to sustainable production facilities in The Netherlands
(about €120 million) and nonrecourse project financing, which will follow the
generation and supply business. The revolving credit facility would be divided
between the network and energy companies. We also understand that the network
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company would likely increase leverage up to the allowed level upon unbundling
and we believe that debt could increase further after unbundling given planned
capital expenditures of €350 million per year through 2012.

Short-term credit factors
Eneco's 'A-2' short-term rating reflects an adequate liquidity profile. Eneco
currently has €1.11 billion of short-term debt, including a €400 million
drawdown under its €1.5 billion revolving credit facility, and about €600
million outstanding under its €750 million commercial paper program. We
understand from the company that it is close to refinancing the drawdown
through German Schuldscheins and private placements in the U.S.

Following the unbundling, only €250 million of the €1.5 billion revolving
credit facility, which matures in 2013, will be available for the network
company. Given the likely increase in its leverage, we expect the network
company to have put in place significant additional credit facilities and
funding by the time of the unbundling.

Eneco's net exposure to the costs of early termination of cross-border
leases charged to its network assets, amounting to $652 million (€468 million)
in 2009, is a negative credit factor. However, the current exposure is
effectively covered by letters of credit (LOCs) totaling $948 million (€680
million). That said, the proportion of costs that must be covered by LOCs
depends on the corporate credit rating; a downgrade would require an increase
of the drawing amounts of about $75 million. The majority of the LOCs expire
in 2010, but we understand from management that they would be extended
comfortably ahead of maturity. Eneco uses its €1.5 billion credit facility as
a backstop for the LOCs.

Outlook
The negative outlook reflects our view that the network company could increase
its leverage toward 70% after unbundling, compared with about 60% upon
unbundling. We would likely lower the rating by one notch if Eneco increases
its debt to the proposed maximum level of 70% after unbundling. Conversely, we
could revise the outlook to stable if Eneco's financial policy becomes more
conservative.

Ratings List
Downgraded; CreditWatch/Outlook Action

To From
Eneco Holding N.V.
Corporate Credit Rating A-/Negative/A-2 A/Watch Neg/A-1
Senior Unsecured A- A/Watch Neg
Commercial Paper A-2 A-1/Watch Neg

N.V. Eneco
Corporate Credit Rating A-/Negative/A-2 A/Watch Neg/A-1
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Commercial Paper* A-2 A-1/Watch Neg

*Guaranteed by Eneco Holding N.V.

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

Ratings information is available to RatingsDirect subscribers at
www.ratingsdirect.com. It can also be found on Standard & Poor's public Web
site at www.standardandpoors.com; select your preferred country or region,
then Ratings in the left navigation bar, followed by Find a Rating.
Alternatively, call one of the following Standard & Poor's numbers: Client
Support Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris
(33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm (46) 8-440-5914; or
Moscow (7) 495-783-4011.

Standard & Poor’s RatingsDirect  |  April 27, 2009 4

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of Use/Disclaimer on the last page. 717972 | 300978253

Research Update: Eneco Holding N.V. Ratings Lowered To 'A-/A-2' To Reflect Negative Effect Of Regulatory
Unbundling; Outlook Negative



Copyright © 1994-2009 Standard & Poors, a division of The McGraw-Hill Companies. All Rights Reserved.

Any Passwords/user IDs issued by S&P to users are single user-dedicated and may ONLY be used by the individual to whom they have been assigned. No sharing of
passwords/user IDs and no simultaneous access via the same password/user ID is permitted. To reprint, translate, or use the data or information other than as provided
herein, contact Client Services, 55 Water Street, New York, NY 10041; (1)212.438.7280 or by e-mail to: research_request@standardandpoors.com.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or third parties participating in marketing
the securities. While Standard & Poor's reserves the right to disseminate the rating, it receives no payment for doing so, except for subscriptions to its publications.
Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed to preserve the independence and objectivity
of ratings opinions. The credit ratings and observations contained herein are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or
sell any securities or make any other investment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or other opinion
contained herein in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions of Standard & Poor's may have
information that is not available to Ratings Services. Standard & Poor's has established policies and procedures to maintain the confidentiality of non-public information
received during the ratings process.

Copyright © 2009, Standard & Poors, a division of The McGraw-Hill Companies, Inc. (S&P). S&P and/or its third party licensors have exclusive proprietary rights in the data or
information provided herein. This data/information may only be used internally for business purposes and shall not be used for any unlawful or unauthorized purposes.
Dissemination, distribution or reproduction of this data/information in any form is strictly prohibited except with the prior written permission of S&P. Because of the
possibility of human or mechanical error by S&P, its affiliates or its third party licensors, S&P, its affiliates and its third party licensors do not guarantee the accuracy,
adequacy, completeness or availability of any information and is not responsible for any errors or omissions or for the results obtained from the use of such information. S&P
GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall S&P, its affiliates and its third party licensors be liable for any direct, indirect, special or consequential damages in connection with subscribers or
others use of the data/information contained herein. Access to the data or information contained herein is subject to termination in the event any agreement with a third-
party of information or software is terminated.

www.standardandpoors.com/ratingsdirect 5

717972 | 300978253


	Research:
	Rationale
	Short-term credit factors

	Outlook 
	Ratings List


