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Rating Action Overview

- On March 9, 2023, Urenco reported strong results for 2022 with EBITDA of over €800 million and
an impressive increase in the backlog to €10.8 billion.

- We expect energy security in Europe and the general attitude toward nuclear energy will
support healthy SWU prices and further increase the company's order backlog after years of
shrinkage.

- We anticipate the company's capital structure will remain robust and that free cash flows in the
coming years will allow it to address the overhanging decommissioning liabilities more quickly.

- We therefore placed our 'BBB+' long-term issuer credit rating on Urenco on CreditWatch with
positive implications, indicating that we expect to raise the rating in the coming three months
upon receiving greater clarity on the company's financial policy.

Rating Action Rationale

Energy security discussions in Europe, following Russia's military actions in Ukraine, are
already leading to improved prospects for the nuclear power generation industry. Urenco
closed 2022 with a backlog of €10.8 billion (an increase of 24% compared with the previous year)
after close to a decade of ongoing declines. This is a mirror image to the projection we held two
years ago (assuming a sharp decrease in the backlog to €5 billion-€6 billion by 2026). According to
the company's updated market forecast, the nuclear installed capacity is likely to increase by
10%-20% by 2040 (compared to a previous assumption of a more than 30% decline). The change
in forecast may support our strong assessment of Urenco's business risk profile for the years to
come.
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Deleveraging will continue irrespective of market trends. Urenco finished 2022 with reported
excess cash of more than €600 million, after reaching a major milestone of being net debt-free as
of year-end 2021. Based on the company's existing financial policy, it aims to further build a cash
cushion to address its long-term €2.4 billion environmental liabilities, which we add to our
adjusted debt. In 2022, the company reduced its environmental liabilities by about €0.3 billion. Our
previous base-case forecast assumed S&P Global Ratings-adjusted EBITDA of €800 million in
2022-2024 (reported EBITDA in 2022 was €825 million) and that the company addressed its
environmental liabilities by the early 2030s. With the improved industry conditions, notably the
growing backlog due to shifting global sentiment toward the nuclear energy, we now expect the
company will generate higher cash flows in the coming years. At the same time, we also anticipate
higher capital expenditure (capex) and dividends. We understand the company's board is currently
fine tuning its financial policy for the coming years, though we anticipate it will continue to
deleverage.

Urenco's creditworthiness remains solid, with potential upside depending on the lasting
effects of the current market sentiment. Our long-standing 'BBB+' rating is explained by the
company's strong business risk profile and S&P Global Ratings-adjusted funds from operations
(FFO) to debt of above 20%. In practice, the company achieved S&P Global Ratings-adjusted FFO
to debt of over 30%, which could have qualified for a higher rating. However, this has not
translated to a higher rating because as we take a more holistic view. Specifically, we view the
improved financial risk profile as offsetting the deterioration in its business risk profile. Given the
better outlook for the industry and the further reduction in its S&P Global Ratings-adjusted debt,
we think its credit story is now on an upswing. Our reassessment of the financial policy, and
ultimately the rating, will be subject to the company's ongoing strategy discussions.

CreditWatch

The CreditWatch positive placement indicates that we expect to raise our rating on Urenco by one
notch in the coming three months, upon receiving better clarity on the company's financial policy.
We understand that management is holding internal discussions on the new trajectory of the
industry and the effect this will have on the company's financial policy--including dividends and
capex.

Company Description

Urenco is a leading uranium enrichment services supplier to the civil nuclear industry. It serves
over 50 utilities across 21 countries, contributing to the provision of low carbon electricity through
nuclear generation. More than 90% of earnings stem from uranium-enrichment tolling services
using low-cost-to-use centrifuge technology.

Urenco has a production capacity of 17.9 million separative work units per year. It operates four
plants in four countries (Germany, the Netherlands, the U.K., and the U.S.), which gives it flexibility
of supply. The new U.K.-based TMF (construction completed in 2019 and currently in active
commissioning, with commercial production expected to start in first half of 2021) will allow
Urenco to treat depleted uranium "tails" prior to final disposal, effectively providing in-house
de-conversion services.

In 2022, Urenco reported EBITDA of about €0.8 billion.

One-third of Urenco's shares are held by the U.K. government, one-third by the Dutch government,
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and one-third by German utilities RWE and E.ON (the latter via its subsidiary PreussenElektra).

ESG credit indicators: E-2, S-3, G-2

Related Criteria

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

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

- General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

- General Criteria: Guarantee Criteria, Oct. 21, 2016

- General Criteria: Rating Government-Related Entities: Methodology And Assumptions, March
25, 2015

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

- Criteria | Corporates | General: Corporate Methodology, Nov. 19, 2013

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

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

- General Criteria: Methodology: Management And Governance Credit Factors For Corporate
Entities, Nov. 13, 2012

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

- General Criteria: Stand-Alone Credit Profiles: One Component Of A Rating, Oct. 1, 2010

Ratings List

CreditWatch Action; Ratings Affirmed

To From

Urenco Ltd.

Issuer Credit Rating BBB+/Watch Pos/NR BBB+/Stable/NR

Urenco Ltd.

Urenco Finance N.V.

Senior Unsecured BBB+/Watch Pos BBB+

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
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box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; or Stockholm (46) 8-440-5914
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