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This report does not constitute a rating action.

We expect Caruna Networks Oy (Caruna) will sustain stable financial performance over the
coming years despite 2025 operating results being negatively affected by storm Hannes. The
storm, which hit Finland in late December increased operating expenditure for the year by about
€13.5 million. Primarily because of this, Caruna’s results for the year fell at the lower end of our
forecast range for adjusted EBITDA at €344 million and funds from operations (FFO) to debt of
1%. Nevertheless, the company’s performance remains in line with the current rating. The
company operates in a supportive regulatory environment in Finland, and with revenue derived
fully from regulated electricity distribution activities, we think that cash flows will remain stable
and predictable. For 2026 and 2027, we forecast the annual FFO-to-debt ratio to moderately
increase to 12%-13%, implying continued rating headroom.

We forecast investments to more than double after being cut in 2024 due to initial
uncertainties around capex remuneration at the start of the current regulatory period. Caruna
plans to increase capital expenditure (capex) from €89 million in 2025, forecast to exceed €200
million by 2027. Investments will go to the growing demand for renewable energy integration
while ensuring the continued safety and reliability of the network through strategic underground
cabling investments. The current asset base is frozen at the 2024 unit price, with no adjustment
for inflation at the end of the period. All investments are added to the regulatory asset base
(RAB) calculated as an average of actual costs across all distribution system operators (DSOs).
However, under the current methodology, this unit price is only determined at the end of the
four-year period, creating uncertainty regarding investment returns. Caruna, together with most
Finland-based DSOs, are engaged in an ongoing court case against the regulator's new

methodology and the case was appealed to the Supreme Administrative Court in December 2025.

We do not factor any outcome of this ruling into our current base case for Caruna.

We expect Caruna to resume dividend payments in 2026, having stopped payouts in 2024 and
2025 to protect credit metrics. Ordinary dividends were suspended at the start of the current

regulatory period in response to the uncertainty around remuneration under the new framework,

allowing Caruna to report stable financial performance in 2024-2025 with FFO to debt of about
10%-11%. In addition to the annual €67 million interest payment on the shareholder loan, which
we treat as dividends, we expect Caruna to resume ordinary dividends in 2026 and 2027 of about
€60 million-€110 million annually. This will likely consume some of the additional headroom the
company has under the 'BBB' rating.
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Ratings Score Snapshot

Business risk: Excellent Anchor SACP ICR Issuer credit rating
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ICR--Issuer credit rating. SACP--Stand-alone credit profile.

Recent Research

e |ndustry Credit Outlook 2026: EMEA Utilities, Jan. 14, 2026

e Greening Up Without Blackouts: Boosting European Power Grids' Resilience May Dent Credit
Quality, July 2, 2025

e Caruna Networks Oy, April 7, 2025

Company Description

Caruna is a Finland-based electricity DSO founded in 2014 as a spin off from Fortum QOyj. It is
Finland's largest power DSO with about 20% of the power distribution market, followed by Elenia
with 10%-15%.

Caruna distributes electricity to about 740,000 customers throughout its 89,000-kilometer-long
network in its respective regions as of year-end 2024. It is composed of two companies, Caruna
Oy and Caruna Espoo Oy. The former operates in mostly rural areas, requiring high investments
due to the large network to repair, Caruna Espoo operates in urban areas with a high number of
consumers. At year-end 2024, the average underground cabling for Caruna's total network length
was 67%.

Caruna is owned by Finland-based mutual pension insurance company Elo (7.5%), KKR & Co. Inc.
(40%), Ontario Teachers' Pension Plan Board (40%), and AMF Pension (12.5%).

Outlook

The stable outlook reflects our expectation that Caruna's EBITDA and FFO will remain close to
12% over 2026-2027. We also expect Caruna will adjust its shareholder distributions to leverage
the current headroom, while continuing to protect credit metrics, and therefore forecast FFO to
debt will comfortably exceed 9% and debt to EBITDA will come in at about 8.0x, which we
consider commensurate with a 'bbb' stand-alone credit profile.

Downside scenario

We could lower the rating it FFO to debt falls below 9% without signs of recovery. This could stem
from higher-than-anticipated investments without appropriate remuneration or increasing
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Caruna Networks Oy

shareholder remuneration that consumes a large part of the company's cash flows. Prolonged
underperformance compared to the unit prices that reduces Caruna's efficiencies could also lead
to rating pressure, since it would weaken the strength of the business in our view.

Rating upside would require a change in financial policy that supports stronger credit ratios, such
as FFO to debt higher than 12% on a sustainable basis.

Key Metrics

Caruna Networks Oy--Forecast summary

Period ending Dec-31-2023 Dec-31-2024 Dec-31-2025 Dec-31-2026 Dec-31-2027
(Mil. EUR) 2023a 2024a 2025a 2026f 2027f
EBITDA 338 358 344 345-395 345-395
Funds from operations (FFO) 253 268 254 275-325 280-330
Capital expenditure (capex) 121 79 89 110-160 175-225
Free operating cash flow (FOCF) 62 158 134 140-190 75-125
Shareholder distribution* 197 67 67 130-180 130-180
Debt 2,604 2,450 2,309 2,100-2,600 2,200-2,700

Adjusted ratios

Debt/EBITDA (x) 77 6.8 6.7 5.3-7.5 5.6-7.8
FFO/debt (%) 9.7 10.9 1.0 10.6-15.5 10.4-15.0
EBITDA margin (%) 68.4 70.0 67.0 65-70 65-70

a--Actual. f--Forecast.

Financial Summary

Caruna Networks Oy--Financial Summary

Period ending Dec-31-2020 Dec-31-2021 Dec-31-2022 Dec-31-2023 Dec-31-2024 Dec-31-2025
Reporting period 2020a 2021a 2022a 2023a 2024a 2025a
Display currency (mil.) EUR EUR EUR EUR EUR EUR
Revenues 475 500 485 494 51 514
EBITDA 304 325 314 338 358 344
Funds from operations (FFO) 236 240 254 253 268 254
Interest expense 51 59 52 72 76 71
Cash interest paid 57 72 56 75 85 76
Operating cash flow (OCF) 168 185 178 183 237 223
Capital expenditure 151 139 126 121 79 89
Free operating cash flow (FOCF) 17 46 47 62 158 134
Discretionary cash flow (DCF) (62) (107) (55) (135) 91 68
Cash and short-term investments 60 61 58 51 7 174
Gross available cash 60 61 58 51 71 74
Debt 2,508 2,546 2,538 2,604 2,450 2,309
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Caruna Networks Oy--Financial Summary

Common equity 689 664 733 646 726 799
Adjusted ratios
EBITDA margin (%) 64.1 64.9 64.8 68.4 70.0 67.0
Return on capital (%) 5.4 6.1 5.8 7.0 7.9 7.6
EBITDA interest coverage (x) 6.0 5.5 6.0 4.7 4.7 4.9
FFO cash interest coverage (x) 5.1 4.3 5.5 4.4 4.2 4.3
Debt/EBITDA (x) 8.2 7.8 8.1 7.7 6.8 6.7
FFO/debt (%) 9.4 9.4 10.0 9.7 10.9 1.0
OCF/debt (%) 6.7 7.3 6.8 7.0 9.7 9.7
FOCF/debt (%) 0.7 1.8 1.8 2.4 6.5 5.8
DCF/debt (%) (2.5) (4.2) (2.2) (5.2) 3.7 2.9
Peer Comparison

Caruna Networks Oy Elenia Verkko Oyj Ellevio AB
Foreign currency issuer credit rating BBB/Stable/-- -- --
Local currency issuer credit rating BBB/Stable/-- -- --
Period Annual Annual Annual
Period ending 2024-12-31 2024-12-31 2024-12-31
Mil. EUR EUR EUR
Revenue 51 359 733
EBITDA 358 244 408
Funds from operations (FFO) 268 190 263
Interest 76 49 145
Cash interest paid 85 52 143
Operating cash flow (OCF) 237 195 213
Capital expenditure 79 109 368
Free operating cash flow (FOCF) 158 86 (154)
Discretionary cash flow (DCF) 91 17) (324)
Cash and short-term investments 71 43 7
Debt 2,450 1895 3829
Equity 726 (77) 2970
EBITDA margin (%) 70.0 67.8 55.7
Return on capital (%) 7.9 8.3 41
EBITDA interest coverage (x) 4.7 5 2.8
FFO cash interest coverage (x) 4.2 4.7 1.9
Debt/EBITDA (x) 6.8 7.8 9.4
FFO/debt (%) 10.9 10 6.9
OCF/debt (%) 9.7 10.3 5.6
FOCF/debt (%) 6.5 4.6 (4.0)
DCF/debt (%) 3.7 (0.9 (8.5)
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Liquidity

We assess Caruna's liquidity as strong. We anticipate that available liquidity sources will exceed
expected cash outflows by 1.59x over the next 12 months and by more than 1.0x over the
subsequent 12 months. We also expect sources will cover uses even if EBITDA were to decline by

30% compared with our base case, and that Caruna will retain significant headroom under the
financial covenants.

We factor our view of Caruna's solid relationships with regional and global banks, in line with its
strong position in Finland and ownership of important infrastructure, into our liquidity
assessment. We think that Caruna will likely be able to absorb high-impact, low-probability events
without refinancing.

Principal liquidity sources Principal liquidity uses
e (Cash and equivalents of about €174 million as of Dec. e Debt maturities amortization of about €215 million
31,2025

e Capex of about €135 million-€140 million

e €330 million available under a committed revolving )
e Annual payment of interest on the shareholder loan of

credit facility, fully undrawn as of Dec. 31, 2025, and . . -
about €66 million, which we treat as dividends

maturing beyond 12 months

e About €60 million-€110 million ordinary dividends
e We expect that Caruna will generate cash FFO of

almost €300 million

e Working capital inflows of about €5 million

Covenant Analysis

Requirements

Although we do not rate Caruna under our structurally enhanced debt criteria, the company has
several protective covenants. Caruna complies with the debt-restriction covenants stipulated in
its documentation and as per our analysis.

The financing structure includes the following covenants for events of default:

e FFO to senior debt of no less than 4%

e FFO tointerest on senior debt of no less than 1.2x

The documentation also includes lock-up covenants for shareholder distributions, including:
e FFO tointerest on senior debt of at least 1.7x (12 months backward and forward)

e FFO to senior debt of at least 5% (12 months backward and forward)

e FFO to senior debt of at least 5.5% (36 months forward)

Compliance expectations

We forecast that Caruna will maintain significant headroom under the financial covenants, and
that the company will comply with the debt restriction covenants stipulated in its
documentation.
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Environmental, Social, And Governance

In 20M, Finland was hit by a major storm, Tapani, which led to extensive outages in Caruna's
network. The storm and the utility's performance were important factors in the Energy
Authority's Electricity Market Act (2013). Since then, the company has executed a significant
investment program to weatherproof the network and better secure supply. This resulted in a
higher debt burden and pressure on financial metrics. We expect that Caruna's capex program
will remain high for several years and include this in our base-case assumptions. We add this
investment to the RAB, which allows for the collection of higher revenue to support cash flow. We
think that the company is better prepared for storms and less sensitive to weather interruptions
and exposure to substantial fines than its peers, although it is not immune to them, as
highlighted by the impact of storm Hannes in late 2025.

Our business risk profile assessment also reflects Caruna's corporate responsibility strategy to
manage its environmental, social, and governance (ESG) exposure. The company has
performance targets for customer and employee safety, minimization of adverse effects on the
environment, customer satisfaction, sustainable sourcing of materials, and local economic
impact. We expect management to execute its strategy and generally meet its performance
targets. We are not aware of any other material adverse ESG factors likely to further affect the
company's credit quality.

Rating Component Scores

Foreign currency issuer credit rating BBB/Stable/--
Local currency issuer credit rating BBB/Stable/--
Business risk Excellent
Country risk Very Low
Industry risk Very Low
Competitive position Strong
Financial risk Aggressive
Cash flow/leverage Aggressive (medial volatility table)
Anchor bbb
Modifiers
Diversification/portfolio effect Neutral (no impact)
Capital structure Neutral (no impact)
Financial policy Neutral (no impact)
Liquidity Strong (no impact)
Management and governance Neutral (no impact)
Comparable rating analysis Neutral (no impact)
Stand-alone credit profile bbb

Related Criteria

e Criteria | Corporates | General: Sector-Specific Corporate Methodology, July 7 2025

e Criteria | Corporates | General: Methodology For Assessing Financing Contributed By
Controlling Shareholders, May 15 2025

e (Criteria | Corporates | General: Corporate Methodology, Jan. 7 2024
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e (Criteria | Corporates | General: Methodology: Management And Governance Credit Factors For
Corporate Entities, Jan. 7 2024

e General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10
2021

e General Criteria: Group Rating Methodology, July 12019

e Criteria| Corporates | General: Corporate Methodology: Ratios And Adjustments, April 12019

e Criteria | Corporates | General: Reflecting Subordination Risk In Corporate Issue Ratings, March
28 2018

e Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global
Corporate Issuers, Dec. 16 2014

e General Criteria: Methodology: Industry Risk, Nov. 19 2013

e General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19 2013

e General Criteria: Principles Of Credit Ratings, Feb. 16 201

e General Criteria: Stand-Alone Credit Profiles: One Component Of A Rating, Oct. 12010

www.spglobal.com/ratingsdirect March 16,2026 7


https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=12848757&ArtRevId=5&sid=#&sind=A&
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=12848757&ArtRevId=5&sid=#&sind=A&
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=12085396&ArtRevId=5&sid=#&sind=A&
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=10999747&ArtRevId=9&sid=#&sind=A&
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=10906146&ArtRevId=11&sid=#&sind=A&
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=10486915&ArtRevId=14&sid=#&sind=A&
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=8956570&ArtRevId=15&sid=#&sind=A&
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=8956570&ArtRevId=15&sid=#&sind=A&
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=8304862&ArtRevId=21&sid=#&sind=A&
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=8313032&ArtRevId=18&sid=#&sind=A&
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=6485398&ArtRevId=20&sid=#&sind=A&
https://www.capitaliq.spglobal.com/web/client?auth=inherit#ratingsdirect/creditresearch?ArtObjectId=6219375&ArtRevId=18&sid=#&sind=A&

Caruna Networks Oy

Copyright © 2026 by Standard & Poor's Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof
(Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the
prior written permission of Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or
unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do
not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or
otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The
Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT
THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In
no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages,
costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in
connection with any use of the Content even if advised of the possibility of such damages.

Some of the Content may have been created with the assistance of an artificial intelligence (Al) tool. Published Content created or processed using Al is
composed, reviewed, edited, and approved by S&P personnel.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not
statements of fact. S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any
securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following
publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its
management, employees, advisors and/or clients when making investment and other business decisions. S&P does not act as a fiduciary or an investment
advisor except where registered as such. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and
undertakes no duty of due diligence or independent verification of any information it receives. Rating-related publications may be published for a variety of
reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a credit
rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory
purposes, S&P reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty
whatsoever arising out of the assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been
suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities.
As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures
to maintain the confidentiality of certain non-public information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.spglobal.com/ratings (free of charge),
and www.ratingsdirect.com (subscription), and may be distributed through other means, including via S&P publications and third-party redistributors.
Additional information about our ratings fees is available at www.spglobal.com/usratingsfees.

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

www.spglobal.com/ratingsdirect March 16, 2026



	Ratings Score Snapshot
	Recent Research
	Company Description
	Outlook
	Downside scenario
	Upside scenario

	Key Metrics
	Financial Summary
	Peer Comparison
	Liquidity
	Covenant Analysis
	Requirements

		FFO to senior debt of at least 5% (12 months backward and forward)
		FFO to senior debt of at least 5.5% (36 months forward)
	Compliance expectations

	Environmental, Social, And Governance
	Related Criteria

