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The standalone credit profile of 'A-' reflects the group's solid business profile as a network-focused muilti-
utility covering a large part of Belgium's Flemish region with strong expected credit metrics.

Infrax's IDR of ‘A" includes a one-notch uplift, reflecting its strong links with shareholders. However,
creditors do not benefit from direct recourse to the asset base or the owners, which are not subject to
bankruptcy proceedings.

Fitch views the lack of a joint guarantee from all the distribution system operators (DSOs) as a credit
constraint, despite overall comparable business and financial profiles and tight integration between the
DSOs.

Infrax's electricity and gas network regulation moved to the regional level in 2014, with a concurrent shift
from the cost-plus to a more demanding price cap tariff methodology. Pass-through of new tariff deficits
and gradual recuperation of past deficits are positive developments.

Infrax is obliged to purchase green (GPC) and combined heat and power (CHP) certificates from power
producers. From 2015, costs of the GPC and CHP can be fully reflected in tariffs with past deficits to be
recovered over the next five years.

FFO net adjusted leverage sustainably below 3.5x, greater regulatory clarity with full and timely
resolution of the regulatory differences, GPC and CHP carry would be positive for the rating.

FFO net adjusted leverage sustainably above 4.5x, worsening in the regulatory environment with
uncompensated or increasing regulatory differences, GPC and CHP carry or tax burden are negative
rating drivers.
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Very strong combination of countries where economic value is created and
where assets are located.

Very strong combination of issuer-specific funding characteristics and the
strength of the relevant local financial market.

Systemic governance (eg rule of law, corruption, government effectiveness) of
the issuer’s country of incorporation consistent with ‘aa’.

Local or regional monopoly asset owners, regional monopoly asset operators.

up to 10%

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 comparable with the regulatory benchmark.
Stability and predictability of profit in line with utility peers.

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

Clear commitment to maintain a conservative policy with only modest deviations
allowed.

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

4.5x
No material FX mismatch.
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Coherent strategy and good track record in implementation.

Good governance record but board effectiveness/independence less obvious.
No evidence of abuse of power even with ownership concentration.

Complex group structure or non-transparent ownership structure. Related-party
transactions exist but with reasonable economic rationale.

Financial reporting is appropriate but with some failings (eg lack of interim or
segment analysis).

Less transparent frameworks, with emerging track record and multi-year tariffs;
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 marginally limit cost and
investment recovery, with little regulatory lag.

High insulation from price and volume risk, little revenue under-recovery.

Key performance measures in line with or above sector average and/or
regulatory target.

Low counterparty risk. Diversified regulated counterparties or pooled
counterparty risk; high collection rates for water suppliers.

Strong revenue profile and low market risk. Economy of area served provides
structurally stable background, favorable customer mix.

4.5x
4.0x

60%

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-Factors, with a description appropriate for each Sub-Factor and its

corresponding category.
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