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Frankfurt am Main, February 19, 2024 -- Moody's Investors Service (Moody's) has today affirmed the A2 long-term 

issuer rating and the a3 Baseline Credit Assessment (BCA) of Elering AS (Elering). The outlook remains stable.

RATINGS RATIONALE

Today's rating action reflects that Elering's A2 rating remains underpinned by the low business risk profile of its 

regulated transmission network activities in Estonia, which operate under a flexible and generally supportive regulatory

framework. Moody's expects Elering to gradually grow cash flow generation, mainly on account of an increase in 

return rates for electricity and gas transmission assets to 6.22% and 6.25% respectively (up from 4.51% for electricity 

and 4.58% for gas previously) due to higher risk free rates. Moreover, the introduction of a 10% capacity component 

and 4.5% connection point component for electricity transmission tariffs applicable since January 2024 reduces 

volume risks, a credit positive. Moody's expects that future tariff decisions will continue to bolster Elering's financial 

profile, despite lower cash flow visibility due to potential annual tariff changes under Estonia's regulatory framework as 

opposed to other European frameworks.

At the same time, the rating affirmation reflects that Elering's rating remains constrained by (1) the company's small 

size; and (2) execution risks associated with elevated levels of capital spending in the near term. Investments remain 

dominated by the Baltic Synchronisation project alongside investments designed to increase capacity for the 

integration of renewables and new cross-border projects. Moody's expects capex to peak in 2024, but free cash flow 

generation to remain negative until 2025, when the Baltic Synchronisation project is targeted to be completed. 

Moody's notes that investment risk is mitigated as projects are co-financed with a mix of non-refundable grants, 

congestion income and EU funding.

The rating affirmation further factors in the solid financial profile of Elering, which exhibited funds from operations 

(FFO)/net debt of 159% in 2022. Moody's notes, however, that this ratio is boosted by the accumulation of congestion 

income stemming from the transmission of power between different price zones. By law, such congestion income will 

have to be returned to consumers eventually; Moody's therefore views their impact on Elering's credit metrics as 

temporary only and thus credit neutral. The rating affirmation nonetheless reflects Moody's expectation that Elering's 

underlying credit metrics will remain in line with the applicable guidelines for the current rating.

Given its 100% ownership by the Government of Estonia (A1 stable), Elering falls under Moody's Government-

Related Issuers (GRI) methodology. Accordingly, Elering's A2 rating incorporates one notch of uplift from its BCA of a3.

This reflects the combination of the credit quality of the Government of Estonia, Moody's assessment of a high 



probability of government support for the company in the event of financial distress, as well as Moody's view of very 

high default dependence between the Government of Estonia and Elering.

RATIONALE FOR THE STABLE OUTLOOK

The outlook on Elering's rating is stable, reflecting Moody's expectation that the company will maintain a financial 

profile commensurate with the guidelines for the current rating and continue to manage its liquidity prudently.

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS

For a rating upgrade, Moody's would expect Elering to consistently maintain FFO/net debt of at least 25%, 

underpinned by the absence of any significant adverse changes in the regulatory framework.

The rating could come under downward pressure if Elering's FFO/net debt were to decline below the high teens in 

percentage terms for a sustained period. Downward pressure could also be exerted on the rating as a result of a 

deterioration in the credit quality of the Government of Estonia; a reduction in the government support assumptions 

currently incorporated into Moody's assessment; or a significantly unfavourable change in the regulatory framework, 

leading to a significant increase in the company's business risk.

PRINCIPAL METHODOLOGIES

The methodologies used in these ratings were Regulated Electric and Gas Networks published in April 2022 and 

available at , and Government-Related Issuers methodology 

published in January 2024 and available at . Alternatively, please 

see the Rating Methodologies page on   for a copy of these methodologies.

https://ratings.moodys.com/rmc-documents/386754

https://ratings.moodys.com/rmc-documents/406502

https://ratings.moodys.com

Headquartered in Tallinn, Elering AS is the monopoly transmission system operator for electricity and gas in Estonia. 

Elering is 100% owned by the Government of Estonia. Elering reported revenues of EUR244.7 million and EBITDA of

EUR81.8 million for the 12-month period that ended 31 December 2023 according to unaudited interim results.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections Methodology 

Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and Definitions can be 

found on .https://ratings.moodys.com/rating-definitions

For ratings issued on a program, series, category/class of debt or security this announcement provides certain 

regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series, 

category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from existing 

ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this announcement 

provides certain regulatory disclosures in relation to the credit rating action on the support provider and in relation to 

each particular credit rating action for securities that derive their credit ratings from the support provider's credit rating. 

For provisional ratings, this announcement provides certain regulatory disclosures in relation to the provisional rating 

assigned, and in relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in 



each case where the transaction structure and terms have not changed prior to the assignment of the definitive rating 

in a manner that would have affected the rating. For further information please see the issuer/deal page for the 

respective issuer on .https://ratings.moodys.com

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this credit rating

action, and whose ratings may change as a result of this credit rating action, the associated regulatory disclosures will 

be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to 

jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment resulting

from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit Ratings 

available on its website .https://ratings.moodys.com

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating 

outlook or rating review.

The Global Scale Credit Rating(s) discussed in this Credit Rating Announcement was(were) issued by one of Moody'

affiliates outside the UK and is(are) endorsed for use in the UK in accordance with the UK CRA Regulation.

Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal

entity that has issued the rating.

Please see the issuer/deal page on https://ratings.moodys.com for additional regulatory disclosures for each credit 

rating.
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CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT OPINIONS 

OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE

SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED BY MOODY’S 

(COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE SUCH CURRENT OPINIONS. MOODY’S DEFINES 

CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL FINANCIAL 

OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT 
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INVESTMENT OR FINANCIAL ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER 

OPINIONS AND PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, 

SELL, OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER 

OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY 

PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER 

OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT 
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MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT 

INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR 

RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR 
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All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. 

Because of the possibility of human or mechanical error as well as other factors, however, all information contained 

herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the 

information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be 

reliable including, when appropriate, independent third-party sources. However, MOODY’S is not an auditor and 

cannot in every instance independently verify or validate information received in the credit rating process or in 

preparing its Publications. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors an

suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or 

damages whatsoever arising from or in connection with the information contained herein or the use of or inability to 

use any such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives, 

licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited to: (a

any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is 

not the subject of a particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors an

suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity, including 

but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the 

avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, 

MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers, arising from or in 

connection with the information contained herein or the use of or inability to use any such information.



NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, 

MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT RATING, 

ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR 
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entities who hold credit ratings from Moody’s Investors Service, Inc. and have also publicly reported to the SEC an 

ownership interest in MCO of more than 5%, is posted annually at under the heading “Investor 
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