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Research Update:

France-Based Power Project Exeltium's
Refinancing Debt Assigned Preliminary 'BBB'
Rating; Outlook Stable

Overview

e France-based virtual power project ExeltiumS. A S senior secured €1.435
billion refinancing facility is a new financing structure with no
refinancing risk and m ni num average annual debt service coverage ratios
(ADSCRs) of 1.49x/1.70x.

e The proposed financing will fully refinance all existing senior debt
raised in 2010. The new facility will fully anortize by June 2030,
| eaving a four-year tail until the end of the current project agreenent.

« The proposed financing will include structural features, such as an
automatic price decline mechanismfromEDF S. A, as well as a put option
whi ch covers 51% of the volune sold in order to nmitigate the risk of opt
out.

* W are assigning our prelimnary 'BBB long-termrating to the senior
secured bank | oan, which conprises a €1 billion "bank tranche" and a €435
mllion "institutional tranche", both ranking senior pari passu

e The stable outlook reflects our view that Exeltiumw ||l naintain average
and mi ni mum debt service coverage ratios (DSCRs) of around 1.70x and
1.49x, respectively. It also reflects that Exeltiumhas a reduced risk of
opt-out during the next opt-out w ndow (2019/2020). This is a result of
the new financing structure in conjunction with its nore conpetitive
pricing, which it gained fromEDF in August 2014 under a new agreenent.

Rating Action

On April 22, 2015, Standard & Poor's Ratings Services assigned its prelimnary
"BBB' long-termrating to the €1.435 billion senior secured bank | oan issued
by France-based Exeltium S. A S. The outlook is stable.

The final debt issue rating on Exeltium s senior secured debt will depend upon
our receipt and satisfactory review of the docunentation for the fina
transactions. The ratings will remain prelimnary until the funding
transacti on has been conpleted and all conditions have been nmet. Accordingly,
the prelinmnary rating should not be construed as indicative of the fina
rating. If we do not receive the final docunentation within a reasonable
timeframe, or if the final docunmentation departs fromthe material we have

al ready reviewed, we reserve the right to withdraw or revise the rating.

WWW.STANDARDANDPOORS.COM APRIL 22, 2015 2

© Standard & Poor's. All rights reserved. No reprint or dissemination without Standard & Poor’s permission. See Terms of Use/Disclaimer on the last pagel 395061 | 300642892



Research Update: France-Based Power Project Exeltium's Refinancing Debt Assigned Preliminary 'BBB' Rating;
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Rationale

In 2010, Exeltium secured a €1.58 billion senior secured bank | oan due 2019
froma pool of banks. It used this loan to fund an upfront paynment of €1.75
billion to EDF Energy S.A. (EDF) for the upstream contract in which EDF agrees
to sell fixed volunes of power to Exeltium at an agreed price over the project
period. Exeltiumw |l use the new facility to fully repay all of the existing
€1.3 billion senior debt and cover upfront fees and other refinancing costs.
The refinancing will lead to approximately €80 nmillion of the current
subor di nat ed debt being repaid, |eaving approximately €153 nmillion of the

ori ginal subordinated debt outstanding. W understand that the refinancing
will be effective over the next two nonths.

The project's prelimnary issue credit rating reflects our view of the credit
ri sks associated with the operati ons phase. Mre specifically, the ratings are
driven by the project's annual debt service coverage ratios (ADSCRs), conbi ned
with our view of its performance under our downside scenari o assunptions.

Operations phase

Qur operations phase stand-alone credit profile (SACP) of 'bbb' reflects the
transaction's nminimal operating risk given that there are no assets owned by
Exeltium as well as the conmpany's relatively sinple activities (which involve
taking orders for electricity fromoff-takers and balancing it with EDF' s
supply). We assess Exeltium s exposure to market risk as "low'. This is due to
| ong-term contractual arrangenents for the supply of power from EDF under a
contract which runs parallel to long-termofftake comritnments fromindustrial
buyers through to 2034. Exeltiunmis main potential exposure to market risk
occurs if buyers choose to opt out within designated wi ndows all owed over the
life of the project. We consider the risk of opt out to be mnimal under our
base case

Qur operations phase business assessnent of '5' reflects our view of the
project's | ow exposure to market risk, offset by miniml operating performance
risk, given that it predom nantly involves the bal ancing of supply with

of ft ake contract denmand.

We assess the market exposure of the project based on our forecast decline in
cash flow avail able for debt service (CFADS) under our market downside
scenario. This is, in our view, a |low probability event as we do not expect
Exeltiumto be exposed directly to market prices under our base case, given
that we expect buyers to stay in the transacti on despite opt-out periods
avai l able to them Under our downsi de case, we assune that all buyers opt out
in 2019, but return in 2024/2025. W al so assune that the transaction relies
on a conmitment by the put option provider to purchase up to 51% of the

vol umes sold by Exeltiumat a fixed price in the event that other buyers
choose to opt out during any opt-out period, resulting in 49% of output being
sold into the narket directly. Consequently, we project a reduction in CFADS
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of about 15%

We assess the project's conpetitive position as "satisfactory," taking into
account the predictable regulatory support, Exeltium s relatively unique

of fering, and relatively conpetitive pricing and security of supply offered
under the transaction conpared with alternatives in the whol esal e power

mar ket .

Qur key base-case assunptions are:

» Wiol esal e pricing at about €40 per negawatt hour as of January 2015,
rising to just under €60 per negawatt hour at year-end 2022, rising
gradual ly thereafter.

e Cients do not opt out because net downstream prices renmain conpetitive
relative to the market price

* Working capital requirenment: Receivables 30 days, payables (EDF) 30 days.

o The corporate tax rate of 34%

A hedging profile with interest rate exposure fully swapped.

Under this scenario, we forecast that the project's ninimum annual debt
service coverage ratio (ADSCR) will be 1.49x, and the average ADSCR wi || be
1.70x over the transaction's remaining life.

Qur downsi de scenario incorporates, anmong other things, the follow ng

scenari os:

e Buyers opt out in 2019, returning in 2024/2025.

* Wol esal e pricing between about €25 and €35 per nmegawatt hour between
January 2015 and 2022, rising gradually thereafter

 Managenent operating costs increase by 50% from Jan. 1, 2015, until the
end of the project's life.

Under our downside case we project that the minimum DSCR will be 1.27x. As a
result, our downside scenario assessnent is '

a .

Project counterparties

We assign a counterparty dependency assessnent (CDA) to counterparties that we
consi der not easily replaceable without significant tine or cash-flow

i mplications (see "Project Finance Construction And Operations Counterparty
Met hodol ogy, " published Dec. 20, 2011.) The long-termrating incorporates our
CDA as a weak link, which nmeans that the long-termrating on the loan is
limted by the CDAs we assign. Currently, the long-termrating is not
constrained by any counterparty rating.

Revenue counterparty

We assign a CDA to the off-taker portfolio of 27 electro-intensive companies.
However, the CDA does not currently constrain the long-termrating on the
proj ect.
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Operations and maintenance counterparty

The project has sufficient cash to cover replacenent costs, and given the
relatively sinple tasks, we consider the operations and mai nt enance
counterparty to be easy to replace. In accordance with our construction and
operations counterparty methodol ogy, we do not assign a CDA to the operator
and the operator does not constrain the ratings on the project.

Financial counterparties

The project's bank account remains BNP Pari bas. The accounts agreenent and the
project's hedge agreements are conpliant with our financial counterparty
criteria. Consequently, the ratings on the financial counterparties do not
currently constrain the project's rating.

Liquidity

We assess liquidity as "neutral," given the presence of a fully-funded debt
service reserve account covering the follow ng six nmonths of debt service for
both seni or and subordi nated debt, in addition to an operating account bal ance
of €2 million, and requirenments for buyers regarding collateral

Outlook

The stable outlook reflects our view that Exeltiumw || maintain DSCRs on an
average and m ni mum basis at around 1.70x and 1.49x, respectively. The stable
outl ook also reflects a nunber of mtigants agai nst nmerchant exposure during
the opt-out period, which makes it likely, in our view that buyers would
remain in the transaction until the end of the project agreenent on Dec. 30,
2034.

Downside scenario

W would likely lower the rating if the market price of electricity in France
drops bel ow Exeltium s recently agreed purchase price with EDF on a sustai ned
basi s, because this would increase the |ikelihood of off-takers opting out in
2019. If this occurs, it would increase Exeltiums exposure to the

specul ati ve-grade put option provider.

W would likely lower the rating if the credit quality of the portfolio of
of f-takers--cal cul ated on a wei ght ed-average basi s--deteriorates to a | evel
that constrains the issue rating when we apply our counterparty methodol ogy.
Finally, we could also lower the rating if Exeltiumrepeatedly draws on its
debt service reserve account.

Upside scenario
We do not expect to raise our ratings at this stage without a materi al
i mprovenent in Exeltium s m ni mum ADSCRS.

WWW.STANDARDANDPOORS.COM APRIL 22, 2015 5

© Standard & Poor's. All rights reserved. No reprint or dissemination without Standard & Poor’s permission. See Terms of Use/Disclaimer on the last pagel 395061 | 300642892



Research Update: France-Based Power Project Exeltium's Refinancing Debt Assigned Preliminary 'BBB' Rating;
Outlook Stable

Ratings Score Snapshot

Constructi on Phase SACP (Senior Debt): Not applicable

Oper ations Phase SACP (Senior Debt): bbb

* Asset class operational stability assessnent: 1

* (perations Phase Business Assessnent: 5 (1l=best to 12=worst)
e Prelimnary SACP: bbb-

» Downsi de Inpact on Prelim SACP: a (+1 notch)

e Liquidity: Neutral

» Conparative Analysis Assessnment: O

e Counterparty Assessnent Limtation: bbb+

 (perations Phase SACP:. bbb

Modi fiers (Senior Debt)

* Parent Linkage: De-Ilinked

e Structural Protection: Neutral
* Senior debt issue rating: BBB

Related Criteria And Research

* Project Finance Framework Methodol ogy, Sept. 16, 2014

e Project Finance Transaction Structure Mthodol ogy, Sept. 16, 2014

 Project Finance Qperations Methodol ogy, Sept. 16, 2014

* Key Credit Factors For Power Project Financings, Sept. 16, 2014

e Country Ri sk Assessnent Methodol ogy And Assunptions, Nov. 19, 2013

 Counterparty Ri sk Framewor k Met hodol ogy And Assunptions, June 25, 2013

e Project Finance Construction And Operations Counterparty Methodol ogy,
Dec. 20, 2011

Ratings List

New Rati ng

Exel tium S. A S.
Seni or Secur ed BBB/ St abl e

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

Conpl ete ratings information is avail able to subscribers of RatingsDi rect at
www. gl obal credi tportal.com and at spcapitaliqg.com Al 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
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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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