Rating Action: Moody's assigns (P)Ba2/(P)NP to Landsvirkjun's EMTN
programme; outlook stable
26 Jul 2013
Note: On 1 August 2013 the Press Release was revised as follows: Corrected “NP” to “(P)NP” for the short
term EMTN Programme rating in the headline, the first sentence of the first paragraph, and the first sentence
of the second paragraph. Revised release follows:
London, 26 July 2013 -- Moody's Investors Service has today assigned a provisional long-term senior
unsecured rating of (P)Ba2 and short-term (P)Not Prime (NP) rating to a new $1 billion euro medium-term note
programme of Landsvirkjun. The outlook assigned to the ratings is stable.
RATINGS RATIONALE
The (P)Ba2/(P)NP ratings reflect the standalone credit quality of Landsvirkjun, expressed as a baseline credit
assessment (BCA) of b1 together with two notches of uplift to reflect the likelihood of extraordinary support
being provided by the Government of Iceland (Baa3 stable) in the event this was needed to avoid a payment
default. This uplift reflects the high level of commitment that Iceland has shown in the past by the provision of
guarantees of collection to support Landvirkjun's debt and the strategic importance of Landsvirkjun to Iceland,
given the company's position as the country's dominant electric utility, and the significant role it plays in the
provision of electricity to the aluminium smelting industry.
Moody's says that Landsvirkjun has until now issued debt that benefits from a guarantee of collection from the
Government of Iceland, and the (P)Baa3/Baa3/(P)Prime-3 ratings assigned to Landsvirkjun's $2.5 billion
backed EMTN programme reflect this additional credit support. Whilst the guarantees of collection are not a
timely payment guarantee and therefore do not offer bondholders the same degree of protection as a direct
payment guarantee, Moody's expects that the state is highly likely to intervene in a timely fashion and provide
financial or other assistance to support notes issued thereunder if needed to ensure timely payment.
Given the absence of the guarantee of collection, the ratings assigned to the new $1 billion EMTN programme
are lower than that assigned to the $2.5 billion backed EMTN programme. Nevertheless, the rating agency
recognises that the Icelandic government has strong incentives to provide support to Landsvirkjun to avoid a
potential default of the company on its unguaranteed obligations, given cross-default provisions embedded in
the terms of the two programmes, and hence the two notch uplift to Landsvirkjun's standalone credit quality is
warranted.
Given Landsvirkjun's 100% ownership by the Government of Iceland, Moody's considers the company to be a
government-related issuer. Therefore, its rating is determined by an assessment of its standalone credit quality
(expressed as a baseline credit assessment), and factors pertaining to the likelihood of extraordinary support
being provided by the Government of Iceland.
Landsvirkjun's b1 BCA reflects (1) the company's high financial leverage; (2) exposure to aluminium prices in a
weak commodity market; (3) concentrated exposure to a comparatively small number of counterparties in the
aluminium industry; (4) currency risk; and (5) vulnerability to increases in funding costs in the event of higher
interest rates. However, these negatives are partially offset by Landsvirkjun's dominant position in the Icelandic
energy market, supported by the company's low-cost renewable generation asset base, albeit in a small and
isolated market.
Given the support assumption embedded within its ratings, the stable outlook on the ratings of Landsvirkjun
reflects the stable outlook on the Icelandic government's ratings.
WHAT COULD CHANGE THE RATING UP/DOWN
An improvement in the sovereign rating would be required before Moody's would consider an upgrade of
Landsvirkjun's ratings under an assumption of a continued very high support from the government.
Moody's would expect to downgrade Landsvirkjun's ratings (1) following any downgrade of the sovereign

rating; or (2) if it were to perceive that there were a reduced likelihood of the government providing timely
support to Landsvirkjun. In addition, a deterioration in the standalone credit quality of Landsvirkjun could exert
downward rating pressure.
PRINCIPAL METHODOLOGIES
The methodologies used in this rating were Unregulated Utilities and Power Companies published in August
2009, and Government-Related Issuers: Methodology Update published in July 2010. Please see the Credit
Policy page on www.moodys.com for a copy of these methodologies.
Headquartered in Reykjavik, Landsvirkjun is Iceland's largest electric utility. It owns the majority of Iceland's
transmission grid and is responsible for 70% of the country's total electricity production of 17.5 terawatt hours
(TWh). It provides energy for domestic users via sales of electricity to public utilities, although the bulk of sales
are to power-intensive industries for aluminium smelting. In 2012, Landsvirkjun's revenues amounted to $408
million.
REGULATORY DISCLOSURES
For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt 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 rating action on the support provider
and in relation to each particular 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 ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.
For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
rating action, and whose ratings may change as a result of this 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.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.
Please see www.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 ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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