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Rating history:
Summary

Company

Terna - Rete Elettrica Nazionale S.p.A. (“Terna” or “the Group”) is an important player in Italy in
realizing the coming transition to sustainable energy. The Group “s main activity is the transmis-
sion of electricity in Italy. Terna performs its activities in its role as the Italian transmission sys-
tem operator (TSO) under a natural monopoly arrangement and a government concession.
Terna is responsible for managing the flow of electricity through the transmission grid in Italy
and ensuring a constant balance between the quantity of energy injected into the grid and the
demand. Thus, Terna bears great responsibility for guaranteeing the continuity and accessibility
of services for the population and enterprises, which rely on the electricity. Terna“s main areas
of business are the electricity transmission and dispatching in Italy (regulated activities), and
new business opportunities, as well as international activities (non-regulated activities). In its
regulated segment, Terna owns virtually all of the National Transmission Grid (NTG), which is
one of the largest grids in Europe. Non-regulated activities are concentrated on developing op-
portunities beyond the Group’s core operations, and Terna’s international activities comprise
continued work on its four large-scale projects for transmission lines in South America ( Uru-
guay, Brazil and Peru).

During the business year 2022 Terna generated revenues of EUR 2,898 million (2021: EUR 2,373
million), EBITDA of EUR 2,042 million (2021: EUR 1,849 million), EBIT of EUR 1,324 million (2021:
EUR 1,193 million and EAT of EUR 858 million (2021: EUR 791 million).

Rating result

The current unsolicited corporate issuer rating of Terna attests a good level of creditworthiness,
representing a low to medium default risk. Positive factors contributing to the rating are the
Group's high degree of regulated activities and its high systemic relevance for Italy as it virtually
owns the entire national transmission grid. The Group's regulated activities lead to relatively
predictable cash-flows and cover more than 85% of the Group's income. Due to its high concen-
tration in Italy, its significant systemic relevance and the participation of the Italian republic in
Terna, its rating ranks one notch above the sovereign rating of the Italian Republic (BBB-/ stable
as of 17 January 2023) given the Company's above-average profitability compared to peers, and
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Reference:

The relevant rating factors (key drivers)
mentioned in this section are predomi-
nantly based on internal analyses, eval-
uations from the rating process, the de-
rived valuations of the analysts partici-
pating in the rating and, if applicable,
other rating committee members. The
fundamental external sources used are
specified in the sections “Regulatory re-
quirements” and “Rules on the presen-
tation of credit ratings and rating out-
looks”.

Excerpts from the financial key fig-
ures analysis 2022:

+ EBITDA, EBIT, EAT

+ Equity Ratio

+ Net total debt / EBITDA adj

- Ratio of interest expenses to total
debt

General rating factors summarize the
key issues which - according to the an-
alysts as of the date of the rating - have
asignificant or long-term impact on the
rating, whether positive (+) or negative
().

overall satisfactory key financial indicators. According to CRA’'s methodology, the unsolicited cor-
porate issuer rating of Terna cannot exceed the unsolicited sovereign rating of the Italian re-
public by more than two notches due to its close linkages with the Government.

These factors are slightly offset by the Group's increasing investment pressure, which over the
medium to long-term could lead to a deterioration in its credit metrics, as the renewal of the
development plan foresees a 17% increase in investments over the period up to 2032. Terna
managed to improve leverage during the 2022 business year through the issuance of a hybrid
bond, which was fully allocated to equity.

Outlook

The outlook for the rating is stable based on our expectation that credit metrics will remain at
healthy levels over the coming 12 months. This assessment is based on the Group's stable and
relatively predictable operating cash flows resulting from of its regulatory activities, prudent fi-
nancial management and good liquidity position.

Relevant rating factors

Table 1: Financials | Source: Terna S.p.A. Annual Report 2022 standardized by CRA

UL 2 p . . . . CRA standardized figures’
Selected key figures of the financial statement analysis

Basis: Annual accounts and report of 31.12. (IFRS, etc.) 2021 2022

Sales (million EUR) 2,535 2,898
EBITDA (million EUR) 1,849 2,042
EBIT (million EUR) 1,193 1,324
EAT (million EUR) 791 858
EAT after transfer (million EUR) 789 857
Total assets (million EUR) 22,098 22,349
Equity ratio (%) 20.48 25.88
Capital lock-up period (days) 471.73 464.45
Short-term capital lock-up (%) 168.90 102.47
Net total debt / EBITDA adj. (Factor) 8.26 6.92
Ratio of interest expenses to total debt (%) 0.55 0.74
Return on investment (%) 3.95 4.29

General rating factors
+ Nationwide presence in Italy
Low sensitivity to economic cycles

+  Good access to financial markets
+  Generally stable and relatively predictable cash-flows from regulated activities
+  High entry barriers

High ongoing investments required
- High level of national regulation
- High exposure to the Italian market
- Country risk (Italy)

' For analytical purposes, CRA adjusted the original values in the financial statements in the context of its financial ratio
analysis. For example, when calculating the analytical equity ratio, deferred tax assets, goodwill (entirely or partly), and
internally generated intangible assets are subtracted from the original equity, whilst deferred tax liabilities are added. Net
total debt considers all balance sheet liabilities. Therefore, the key financial figures shown often deviate from the original
values of the company.
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Current rating factors are the key fac-
tors which, in addition to the underly-
ing rating factors, have an impact on
the current rating.

Prospective rating factors are factors
and possible events which - according
to the analysts as of the date of the rat-
ing - would most likely have a stabiliz-
ing or positive effect (+), or a weakening
or negative effect (-) on future ratings if
they occurred. This is not an exhaustive
list of possible future events with po-
tential relevance for future ratings. Cir-
cumstances can arise that are not in-
cluded in the list of prospective factors,
whose effects are impossible to assess
at the time of the rating, either because
these effects are uncertain or because
the underlying events are deemed un-
likely to occur.

ESG factors are factors related to envi-
ronment, social issues and governance.
For more information, please see the
section "Regulatory requirements".
CRA generally takes ESG relevant fac-
tors into account when assessing the
rating object and discloses them when
they have a significant influence on the
creditworthiness of the rating object,
leading to a change in the rating result

or the outlook.

Current rating factors

Increasing revenues and (operating) profit, partially driven by a growing RAB
Strong performance during the first three quarters in 2023
Issuance of a hybrid bond

- Increasing investments put pressure on credit metrics

- Expectanincrease from 1.7% to the cost of debt to slightly below 2% at the end of the year
- Relatively high dividend distributions

- Negative Free Cash Flow at 9M 2023

Prospective rating factors

+

Increasing RAB without a deterioration in credit metrics
Positive revisions in the regulatory framework

- Uncertainties associated with future development of macroeconomic trends amid intensi-
fication of geopolitical tensions globally

- Decline of economic activity (contingency risk)

- Increasingly strict regulatory framework

ESG-factors

CRA generally takes ESG factors (environment, social and governance) into account within its
rating decisions. In the case of Terna - Rete Elettrica Nazionale S.p.A. we have not identified any
ESG factors with significant influence.

As a transmission system operator active in Italy, with 99% of the national power grid, Terna
plays a central role in the energy transition in Europe. The electricity sector faces increasing
pressure to expand investments in renewables, being subject to regulatory changes and increas-
ingly rigid climate action goals. The development plan, which Terna presented in March 2023, is
in line with the European “Fit-for-55" package, which aims to achieve a 55% reduction in CO2
emissions by 2030 compared to 1990 levels. This will require Terna to integrate approximately
70 GW of new renewable capacity by 2030, which will eventually lead to a reduction of 4,100
kilotons of Co2 emissions per year. The development plan envisions investments of approxi-
mately EUR 21 billion over the period up to 2032, and EUR 30 billion for the plan in total. The
main emphases of the plan are the integration of renewables, the increase in transport capacity,
developing cross-border connections, and improving grid security.

A general valid description of Creditreform Rating AG, as well as a valid description of corporate
ratings for understanding and assessing ESG factors in the context of the credit rating process,
can be found here.
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Please note:

The scenarios are based on infor-

mation available at the time of the rat-

ing. Within the forecast horizon, cir-
cumstances may occur that could lead

to a change of the rating out of the in-

dicated range.

Best-case scenario: BBB

In our best-case scenario, we assume a rating of BBB. In this scenario, Terna's operating
performance remains at healthy levels over the next 12 months, backed by resilient energy de-
mand and by the execution of its investment plans without a significant increase in debt levels.
Itis also expected that Terna will continue to have ample access to capital markets and maintain
an adequate liquidity position, thus refinancing debt maturities ahead of time. Given the
Group's strong links with the government of Italy, more stable economic performance would
also have a positive impact on Terna's ratings.

Worst-case scenario: BBB-

In our worst-case scenario, we assume a rating of BBB-. In this scenario, we consider that Terna
will face more severe economic recession, with energy demand receding significantly in 2023
and operating results deteriorating. We also incorporate a more pronounced increase in finan-
cial debtlevels, resulting in the worsening of financial key indicators. In this case, Terna's liquidity
position would be further pressured by weaker internal cash flow generation, increasing finan-
cial risk.

Business development and outlook

During the 2022 business year, despite a very volatile macro environment, Terna has shown
stable performance as it was largely protected from recent market shocks due to its regulatory
framework. Revenues during the business year increased to EUR 2,898 million (2021: EUR 2,373
million) and were predominantly driven by regulated activities (EUR 2,542 million), resulting
from a growing regulatory asset base and a bigger effect from the output-based incentive mech-
anisms. This was partially offset by a reduction of the WACC to 5.0% (2021: 5.6%). The non-reg-
ulated activities (EUR 421 million) also increased, albeit to a smaller extent, but still continue to
represent a relatively small portion of total revenues. EBITDA and EBIT have increased to EUR
2,042 million (2021: EUR 1,849 million) and EUR 1,324 million (2021: EUR 1,193 million) respec-
tively. This was driven by the higher revenues and was partially offset by the increase in operat-
ing costs, reflecting higher prices of procuring raw materials and semi-finished goods, higher
personnel expenses and an increase in service costs. Depreciation also increased largely driven
by a growing (regulatory) asset base. The net result for the year increased to EUR 858 million
(EUR 2021: EUR 804 million) despite the higher financial expense and higher taxes during the
year.

The first 9 months of the year showed strong performance with revenues of EUR 2,247 million
(9M 2022: EUR 1,992 million), EBITDA and EBIT of 1,556 million (9M 2022: EUR 1,412 million) and
EUR 980 million (9M 2022: EUR 896 million) respectively. Both the regulatory segment and non-
regulated segment have shown increases against the same period in the prior year. The regu-
lated segment reported revenues of EUR 1,904 million (9M 2022: EUR 1,720 million) and EBITDA
of EUR 1,508 million (9M 2022: EUR 1,376 million). The higher revenues and operating profit
were predominantly driven by a growing regulated asset base, higher incentives for dispatching
activities and an increased contribution from the unregulated segment driven by the Brugg
Group and to a lesser extent the Tamini Group.

In 2021 Terna presented an investment plan for the period 2021 - 2025, which was updated and
approved by the board of directors on 24 March 2022. The plan provides for capital expenditure
of EUR 10 billion with a key driver of sustainable investment. Terna’'s capital expenditure, of
which 99% is compliant with EU Taxonomy, predominantly targets the development and inte-
gration of renewable sources. Of the EUR 10 million, approximately EUR 9.5 million is to be in-
vested in developing, modernizing and strengthening the national transmission grid. This will

© Creditreform Rating AG 2023 09 November 2023 4/15



Creditreform Corporate Issuer / Issue Rating Creditreform 9

Terna - Rete Elettrica Nazionale S.p.A. Ratlng

increase Terna's regulatory asset base to approximately EUR 22.7 billion, from EUR 18.1 billion
at the end of 2022, which in turn will lead to higher revenues.

In addition, on 15 March 2023 Terna presented its 2023 development plan for the national elec-
tricity grid, which foresees over EUR 21 billion in investments between 2023 and 2032 and will
amount to over EUR 2 billion investments per year. The targets of the 2023 development plan
are aligned with the “Fit for 55" package and emphasize the integration of renewable sources,
develop international interconnections, increasing the security and resilience of the electricity
system and further investments in grid digitalization. The plan foresees a 17% increase in invest-
ments in comparison to the previous plan in order to accelerate the energy transition and in-
crease the environmental sustainability of the Italian electricity system. The projects involved
have a life-span that goes well beyond the 10-year life-span of the program and amount to in-
vestments of more than EUR 30 billion.

Beginning with the COVID-19 pandemic and followed by the outbreak of the war in Ukraine the
global macro-economic environment, particularly the European and Italian economies have
seen significant changes in inflation, interest rates and other macro-economic variables in a rel-
atively short time-span. We believe that the Group has developed itself well over the recent
years and maintaining stable performance despite a challenging market environment. This is
mainly because Terna's regulatory activities, which cover most of its revenue streams, are pro-
tected under a regulatory framework which indexes allowed operating costs and the weighted
average cost of capital, which are parameters that have seen significant changes over recent
years. Despite the fact that these indexed costs are reflected with a time lag, we do not believe
that there will be a material negative effect on the Group, as it is well-positioned in terms of
liquidity, capital market access and general governance factors.

Structural risk

The Terna Group is active in three areas: regulatory activities, non- regulatory activities, and
international activities, with the regulatory segment being the largest segment (85.8% of the
Group’s revenues).The Group’s parent Company Terna S.p.A. holds the predominant share of
the Group's regulatory activities. It owns the national transmission grid and is responsible for
overseeing its management, maintenance and development. The subsidiaries of the Group
either support the operations of Terna S.p.A or hold their own regulatory assets. As the Group
owns more than 99% of the electricity transmission infrastructure in Italy it holds a monopoly
position and is part of the market that is regulated by the Italian authority for energy (ARERA).
The non-regulatory segment represents a less significant share of the Group, with approxi-
mately 14.2% of the Group's revenues, and its activities are not subject to regulation. The activ-
ities mostly support the ecological transition and are in keeping with its core business. The main
areas of business in this segment are industrial, connectivity, energy solutions and private inter-
connectors. The area of international activities is where Terna wants to leverage its know-how
and expertise in the energy sector by offering service activities. This segment is relatively small
with only EUR 0.8 million of revenues

The largest shareholder of the Group is CDP Reti, with 29.851%. CDP Reti is in turn controlled by
Cassa Depositi e Prestititi S.p.A, which is an Italian financial institution that specializes in invest-
ments in infrastructure networks and is majority owned (82,77%) by the Italian ministry of econ-
omy and finance. The rest of the shareholdings are predominantly held by institutional investors
(54.7%) and retail investors (15.4%).Furthermore, the influence from CDP Reti is under protec-
tion due to its articles of association, which put a cap on shareholdings, with no shareholder
permitted to hold a direct and/or indirect interest in Terna’s shares of more than 5% unless they
are the Italian government, a public body, or an entity under control by such entities.
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The Group's corporate governance is in compliance with the provisions of the Italian legislation
and in keeping with international best practices. At the head of the corporate governance sys-
tem is the shareholders’ meeting, which votes on issues over which the board of directors does
not have authority, and appoints the members of the board of directors. The board of directors
currently consists of 13 members and is in charge of the company management, and is respon-
sible for the strategic and organizational policies of the Group. The board of statutory auditors
is responsible for ensuring compliance with the law and the bylaws of the company as well as
verifying the adequacy of the organizational structure of the internal auditing system. The CEO
and its management team are responsible for the day-to-day management of the Group.

We believe the Group's structural risk profile to be low. We have not identified any core-risks
within the Group's shareholder structure, corporate governance or operating model. Given the
high exposure to the Italian economy, the fact that it owns more than 99% of the Italian national
transmission grid, and the fact that most of its revenues are regulated and because of its share-
holder structure we do see a strong relationship between Terna and the lItalian government.
Due to its high exposure to the Italian republic the unsolicited corporate issuer rating of Terna
cannot exceed the unsolicited sovereign rating of the Italian republic (BBB- / stable as of 17
January 2023) by more than two notches.

Business risk

The Italian regulatory activities of the Group have by far the largest impact on Terna as this
represents approximately 85% of its consolidated EBITDA. These activities predominantly entail
the transmission and dispatching of electricity, as well as the maintenance and development of
the national electricity transmission grid. As Terna manages virtually all of the country’s high
voltage transmission grid they benefit from a natural monopoly position. Due to its monopoly
position and the high systemic importance of the activities for Italy, all of these activities are
regulated by ARERA, the Italian regulatory authority for energy. Terna generates revenues by
charging a transmission fee (approximately 90% of regulated revenues) and a dispatching ser-
vice charge. The transmission and dispatching charges are based on a tariff system devised by
ARERA, which takes Terna’s cost structure into account. Terna submits its revenue requirements
and cost structure (including operating costs, capital expenditure and other financial consider-
ations in relation to the operation, development and maintenance of the grid) and ARERA then
devises a tariff methodology taking into account the following; mainly the regulatory asset base
(RAB) remuneration, allowed depreciation, allowed operating costs and output based incentives.
The methods of revising these costs and parameters such as the WACC are established by the
regulator. Some of the parameters are adjusted annually and some are set for a complete reg-
ulatory period (typically 5 years). Any change to any of these parameters could have a significant
impact on Terna's operating and financial performance.

The RAB remuneration is calculated by applying the weighted average cost of capital (WACC) to
the value of the regulatory asset base. The WACC is set by ARERA for the period 2022- 2027 and
foresees a mid-period review of the WACC at the end of the first three years, but also includes
the possibility for a yearly update during these years with a so called trigger mechanism. For the
year 2023 the WACC was set at 5.0% (2022: 5.0%, 2021: 5.6%).

A decrease in the WACC will have negative consequences for Terna's revenue generation as the
income linked to its regulatory asset base will decrease. The allowed depreciation and allowed
operating expenditure are also set by ARERA. The operating expenditure is set for the period
but is adjusted through an inflation index and reduced by an efficiency factor. Additionally the
output-based incentives are linked to certain achievements of specific targets. Over the past two
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years the economic environment has been characterized by strong fluctuations in certain pa-
rameters (such as the inflation, interest rates, yield of Italian government bonds and European
debt). The current regulatory framework indexes the allowed operating costs and the WACC,
hence the Group does not expect a significant economic impact, despite the fact that these pa-
rameters are adjusted with a time lag of approximately one year.

Terna, as the national transmission system operator for Italy, plays a central role in the decar-
bonization of the Italian energy sector. The Group is required to comply with European and
national decarbonization goals, with its targets of net zero by 2050 and cutting CO2 emissions
by at least 55% by 2030. This will make it necessary to integrate approximately 70 GW of addi-
tional renewable capacity into the grid by 2030. Terna has received application for connections
to the national transmission grid for over 311 GW of renewable capacity. In order to realize these
plans, Terna is obligated to present a 10 year development plan for the national transmission
grid every 2 years to the Italian Ministry of the Environment and Energy and the authority for
Energy, Networks and Environment (ARERA). With the need for approval by the Italian ministry
the plan is subject to political goals. As these political targets, both at the national and a Euro-
pean levels, could be changed due to political targets, the Group is exposed to further significant
increases to their investments, as evidenced by the increase of the current 10 year development
plan which has shown a 17% increase in comparison to the prior ten-year development plan in
order to accelerate the ecological transition and guarantee Italy’'s energy security.

We believe the Group'’s business risk profile to be low. This is based on the high degree of regu-
lated revenues based on a regulatory framework, reflecting the Group's cost base, including
capital expenditure and future investments. The regulatory framework consists of multi-year
periods and not all parameters in the methodology are adjusted annually, which could result in
temporary revenue and cost mismatching caused by sudden market shocks. However, as the
Group is well positioned and the regulator ARERA oversees these developments we believe
these risks to be manageable.

Financial risk

For analytical purposes, CRA adjusted the original values in the financial statements in the con-
text of its financial ratio analysis. Contrary to our normal practice, we deducted the goodwill
shown on the balance sheet from equity only by 50%, suggesting a certain recoverability of
goodwill. The following descriptions and indicators are based primarily on these adjustments.

The basis of Terna’s consolidated financial profile is its adjusted equity ratio of 25.88% (2021:
20.48%). At the end of 2022 Terna’s equity stood at EUR 5,785 million (2021: EUR 4,526 million).
The increase against the prior year was mostly caused by the retention of comprehensive in-
come after distribution of dividends, and the issuance of a subordinated perpetual hybrid bond
of EUR 989 million, which was allocated to equity. The issuance of the perpetual bond was used
for the repayment of bonds, which drove the reduction in debt without deteriorating Terna's
liquidity position. At the end of 2022 indebtedness stood at EUR 10,978 million (2021: UR 12,528
million).

During the 2022 business year, Terna recorded an operating cash flow before working capital
changes of EUR 1,596 million (2021: EUR 1,359 million), which was fully allocated towards the
Group's capital expenditure of EUR 1,756 (2021: EUR 1,521 million). Due to a strong operating
cash flow and positive working capital changes, Terna reported a free cash flow of EUR 771 mil-
lion (2021: EUR -219 million). This was sufficient to both cover investments as well as dividend
payouts of EUR 596 million. It is worth noting, however, that operating cash-flows often fall short
to pay capital expenditure and dividend payouts, which puts cash-flows under pressure. Over
the business year of 2022 the Group paid a dividend per share of EUR 0.3144, corresponding to
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a pay-out ratio of 73%. Additionally, we believe that indebtedness might increase over the mid-
dle term as the Group also published its new development plan indicating a further increase in
capital expenditure. Despite the fact that the RAB will increaseas well, which will result in in-
creasing revenues, we believe that these effects will come with a time lag and that the Group
will have to source further capital on the capital markets.

During the first 9 months of the year, the Group recorded a significant increase in capital ex-
penditure of 38% to EUR 1,434 million (9M 2022: EUR 1,033 million), and we believe that it will
continue to grow over the next years based on the newly presented development plan. As of
9M 2023, Terna generated operating cash flow before working capital changes of EUR 1,168
million (9M 2022: EUR 1,108 million). Negative working capital changes reduced the cash flow
from operating activities. The FFO of the Group was significantly negative with EUR
-438 million (9M 2022: EUR 616 million, as also the increasing investments continue to exert
downward pressure on the cash-flows. Driven by higher investments and distributed dividends,
Terna increased its borrowings and recorded net debt of EUR 9,486 million (9M 2022: EUR 8,576
million). At the end of 9M 2023 the average term to maturity is approximately 6 years and the
maturity structure is well distributed. Additionally, approximately 87% of the Group’s borrow-
ings are fixed rate.

The liquidity of the Group is strong. At the end of 9M 2023 the Group had cash and cash equiv-
alents of EUR 912 million (2022: EUR 2,155 million) at its disposal, as well as two revolving credit
facilities of EUR 3,500 million in total. Terna’s policy is that its liquidity position, together with its
cash flow generation will enable it to meet all short-term financial obligations within 18 to 24
months and respond to any capital market tensions in a timely order.

We believe the financial risk to be low. With its high degree of regulated activities Terna is able
to generate relatively predictable cash-flows, which aids the Group in its operating business as
well as investment planning. However, due to the fact that it is tasked with the maintenance and
expansion of the national transmission grid, Terna is obligated to align its investment plan with
national and European targets with respect to the energy transition. This results in increasing
investments, which could exert upward pressure on debt levels and a deterioration of credit
metrics altogether.

Further ratings

Based on the long-term issuer rating and taking into account our liquidity analysis, the initial
short-term rating of Terna Rete Elettrica Nazionale S.p.A. was set at L3 (standard mapping),
which corresponds to an adequate liquidity assessment for one year.

The rating objects of the issue rating are exclusively long-term senior unsecured issues, denom-
inated in euro, issued by Terna - Rete Elettrica Nazionale S.p.A., which are included in the list of
ECB-eligible marketable assets.

We have provided the long-term local currency senior unsecured notes issued by Terna - Rete
Elettrica Nazionale S.p.A.with an unsolicited rating of BBEB / stable. The rating is based on the
corporate issuer rating.

Long-term local currency senior unsecured notes issued by Terna - Rete Elettrica Nazionale
S.p.A., which have similar conditions to the current EMTN programme, denominated in Euro and
included in the list of ECB-eligible marketable assets, generally receive the same ratings as the
current LT LC senior unsecured notes issued under the EMTN programme. Notes issued in any
currency other than euro, or other types of debt instruments, have not yet been rated by CRA.
For a list of all currently valid ratings and additional information, please consult the website of
Creditreform Rating AG.
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Table 2: Overview of CRA Ratings | Source: CRA

Date of rating

committee Rating
Test AG 09.11.2023 BBB / stable / L3
Long-tgrm L(?cal C.urr.elzncy. (.LC) Senior U.nsecured Issues issued 09.11.2023 BBB/ stable
by Acciona Financiacién Filiales S.A. Unipersonal
Other n.r.
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Financial ratio analysis

Table 3: Financial key ratios |Source: Terna S.p.A. report 2022, structured by CRA

Assetstructure | 2019 | 2020 | 2021 | 2022 |
Fixed asset intensity (%) 82.34 75.55 72.77 77.38
Asset turnover 0.13 0.12 0.12 0.13
Asset coverage ratio (%) 46.26 51.68 50.13 46.46
Liquid funds to total assets (%) 8.79 16.10 11.43 10.75

 capital Structwre | | | [ |
Equity ratio (%) 23.37 21.31 20.48 25.88

Short-term-debt ratio (%) 16.92 24.53 34.61 30.47
Long-term-debt ratio (%) 14.72 17.73 16.00 10.06
Capital lock-up period (in days) 390.09 340.41 471.73 464.45
Trade-accounts-payable ratio (%) 13.69 10.81 14.82 16.50
Short-term capital lock-up (%) 22.27 115.82 168.90 102.47
Gearing 2.90 2.94 3.32 2.45
Leverage 4.33 4.49 4.79 4.31

Financialstabitity .| | | | |
Cash flow margin (%) 56.56 57.70 54.03 53.89
Cash flow ROI (%) 7.25 6.69 6.20 6.99
Total debt / EBITDA adj. 7.96 9.00 9.65 8.09
Net total debt / EBITDA adj. 7.05 7.16 8.26 6.92
ROCE (%) 9.22 9.45 9.34 9.09
Total debt repayment period 9.57 8.10 11.52 7.03

Proficablity | | | |
Gross profit margin (%) 85.57 85.28 83.24 81.90
EBIT interest coverage 13.31 13.47 12.45 10.87
EBITDA interest coverage 20.07 20.59 19.30 16.76
Ratio of personnel costs to total costs (%) 11.22 12.07 11.65 12.01
Ratio of material costs to total costs (%) 14.43 14.72 16.76 18.10
Cost income ratio (%) 50.91 52.50 54.38 55.37
Ratio of interest expenses to total debt (%) 0.63 0.54 0.55 0.74
Return on investment (%) 4.70 4.26 3.95 4.29
Return on equity (%) 19.00 18.61 17.78 16.64
Net profit margin (%) 33.39 33.45 31.20 29.60
Operating margin (%) 50.33 49.81 47.05 45.69

quigiy | | | |

Cash ratio (%) 34.99 53.45 20.49 31.65
Quick ratio (%) 101.83 97.49 77.39 72.66
Current ratio (%) 104.38 99.67 78.68 74.25
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Appendix
Rating history
The rating history is available under https://www.creditreform-rating.de/en/ratings/published-

ratings.html.

Table 4: Corporate Issuer Rating of Terna Rete Elettrica Nazionale S.p.A

Rating created | Publication date Monitoring until m

Initial rating ~ 14.12.2018 18.12.2018 \:\;g:;rawal of the  pep/stable

Table 5: Corporate Issuer Rating of Terna Rete Elettrica Nazionale S.p.A

Rating created | Publication date Monitoring until m

Initial rating ~ 14.12.2018 18.12.2018 \r’:'tti:grawa' ofthe a5/ stable

Regulatory requirements
The rating? was not endorsed by Creditreform Rating AG (Article 4 (3) of the CRA-Regulation).

The present rating is, in the regulatory sense, an unsolicited rating, that is public. The analysis
was carried out on a voluntary basis by Creditreform Rating AG, which was not commissioned
by the Issuer or any other third party to prepare the present rating.

The rating is based on the analysis of published information and on internal evaluation methods
for the assessment of companies and issues. The rating object was informed of the intention of
creating or updating an unsolicited rating before the rating was determined.

The rating object participated in the creation of the rating as follows:

Unsolicited Corporate Issuer / Issue Rating

With rated entity or related third party participation No
With access to internal documents No
With access to management No

A management meeting did not take place within the framework of the rating process.

The documents and information gathered were sufficient to meet the requirements of Credit-
reform Rating AG's rating methodologies.

The rating was conducted based on the following rating methodologies and the basic document.

Rating methodology Version number Date
Corporate Ratings 24 July 2022
Corporate Short-Term Ratings 1.0 June 2023
Government-related Companies 1.1 May 2023
Non-financial Corporate Issue Ratings 1.0 October 2016
Rating Criteria and Definitions 1.3 January 2018

The documents contain a description of the rating categories and a definition of default.

2 In these regulatory requirements the term "rating" is used in relation to all ratings issued by Creditreform Rating AG in
connection to this report. This may concern several companies and their various issues.
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The rating was carried out by the following analysts:

Name Function Mail-Address
Sabrina Mascher de Lima Lead-analyst S.Mascher@creditreform-rating.de
Rudger van Mook Analyst R.vanMook®@creditreform-rating.de

The rating was approved by the following person (person approving credit ratings, PAC):

Name Function Mail-Address

Stephan Giebler PAC S.Giebler@creditreform-rating.de

On 9 November 2023, the analysts presented the rating to the rating committee and the rating
was determined. The rating result was communicated to the company on 10 November 2023.
There has not been a subsequent change to the rating.

The rating will be monitored until Creditreform Rating AG withdraws the rating. The rating can
be adjusted as part of the monitoring, if crucial assessment parameters change.

In 2011, Creditreform Rating AG was registered within the European Union according to EU Reg-
ulation 1060/2009 (CRA-Regulation). Based on this registration, Creditreform Rating AG is al-
lowed to issue credit ratings within the EU and is bound to comply with the provisions of the
CRA-Regulation.

ESG-factors

You can find out whether ESG factors were relevant to the rating in the upper section of this
rating report "Relevant rating factors".

A general valid description for Creditreform Rating AG, as well as a valid description of corporate
ratings for understanding and assessing ESG factors in the context of the credit rating process,
can be found here.

Conflict of interests

No conflicts of interest were identified during the rating process that might influence the anal-
yses and judgements of the rating analysts involved or any other natural person whose services
are placed at the disposal or under the control of Creditreform Rating AG and who are directly
involved in credit rating activities or in approving credit ratings and rating outlooks.

Creditreform Rating AG ensures that the provision of ancillary services does not present con-
flicts of interest with its credit rating activities and discloses in the final rating reports any ancil-
lary services provided for the rated entity or any related third party. The following ancillary ser-
vices were provided for the rating entity or for third parties associated with the rated entity:

1.) No ancillary services in the regulatory sense were carried out for this rating object.
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For the complete list of provided rating and credit service ancillaries please refer to the Credit-
reform Rating AG's website: https://www.creditreform-rating.de/en/about-us/regulatory-re-
quirements.html#non-core-business-activities .

Rules on the presentation of credit ratings and rating outlooks

The approval of credit ratings and rating outlooks follows our internal policies and procedures.
In line with our "Rating Committee Policy”, all credit ratings and rating outlooks are approved by
a rating committee based on the principle of unanimity.

To prepare this credit rating, Creditreform Rating AG has used following substantially material
sources:

Corporate issuer rating:

1. Annual report
2. Website
3. Internet research

Corporate issue rating:

1. Corporate issuer rating incl. information used for the corporate issuer rating
2. Documents on issues / instruments

There are no other attributes and limitations of the credit rating or rating outlook other than
those displayed on the Creditreform Rating AG website. Furthermore, Creditreform Rating AG
considers as satisfactory the quality and extent of information available on the rated entity. With
respect to the rated entity, Creditreform Rating AG regarded available historical data as suffi-
cient.

Between the time of disclosure of the credit rating to the rated entity and the public disclosure,
no amendments were made to the credit rating.

The Basic Data Information Card indicates the principal methodology or version of methodology
that was used in determining the rating, with a reference to its comprehensive description.

In cases where the credit rating is based on more than one methodology or where reference
only to the principal methodology might cause investors to overlook other important aspects of
the credit rating, including any significant adjustments and deviations, Creditreform Rating AG
explains this fact in the credit rating report and indicates how the different methodologies or
other aspects are taken into account in the credit rating. This information is integrated in the
credit rating report.

The meaning of each rating category, the definition of default or recovery and any appropriate
risk warning, including a sensitivity analysis of the relevant key rating assumptions such as math-
ematical or correlation assumptions, accompanied by worst-case scenario credit ratings and
best-case scenario credit ratings are explained.

The date at which the credit rating was initially released for distribution and the date when it
was last updated, including any rating outlooks, is indicated clearly and prominently in the Basic
Data Information Card as a “rating action”; initial release is indicated as “initial rating”, other
updates are indicated as an “update”, “upgrade” or “downgrade”, “not rated”, “confirmed”, “se-
lective default” or “default”.

In the case of a rating outlook, the time horizon is provided during which a change in the credit
rating is expected. This information is available within the Basic Data Information Card.
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In accordance with Article 11 (2) EU-Regulation (EC) No 1060/2009, a registered or certified credit
rating agency shall make available, in a central repository established by ESMA, information on
its historical performance data including the rating transition frequency and information about
credit ratings issued in the past and on their changes. Requested data are available at the ESMA
website.

An explanatory statement of the meaning of Creditreform Rating AG's default rates are available
in the credit rating methodologies disclosed on the website.
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Disclaimer

Any rating performed by Creditreform Rating AG is subject to the Creditreform Rating AG Code
of Conduct, which has been published on the web pages of Creditreform Rating AG. In this Code
of Conduct, Creditreform Rating AG commits itself - systematically and with due diligence - to
establish its independent and objective opinion as to the sustainability, risks and opportunities
concerning the enterprise or the issue under review.

Future events are uncertain, and forecasts are necessarily based on assessments and assump-
tions. This rating is therefore no statement of fact, but an opinion. For this reason, Creditreform
Rating AG cannot be held liable for the consequences of decisions made on the basis of any of
their ratings. Neither should these ratings be construed as recommendations for investors, buy-
ers or sellers. They should only be used by market participants (entrepreneurs, bankers, inves-
tors etc.) as one factor among others when arriving at corporate or investment decisions. Rat-
ings are not meant to be used as substitutes for one’s own research, inquiries and assessments.

We have assumed that the documents and information made available to us by the client are
complete and accurate and that the copies provided to us represent the full and unchanged
contents of the original documents. Creditreform Rating AG assumes no responsibility for the
true and fair representation of the original information.

This report is protected by copyright. Any commercial use is prohibited without prior written
permission from Creditreform Rating AG. Only the full report may be published in order to pre-
vent distortion of the report’s overall assessment. Excerpts may only be used with the express
consent of Creditreform Rating AG. Publication of the report without the consent of Creditre-
form Rating AG is prohibited. Only ratings published on the Creditreform Rating AG web pages
remain valid.

Creditreform Rating AG

Contact information

Creditreform Rating AG

Europadamm 2-6
D-41460 Neuss

Phone: +49(0) 2131/ 109-626
Telefax: +49(0) 2131/ 109-627

E-Mail:  info@creditreform-rating.de
Web: www.creditreform-rating.de

CEQ: Dr. Michael Munsch
Chairman of the Board: Michael Bruns

HR Neuss B 10522
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