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Rating Action Overview

- On Sept. 13, 2024, the Peruvian government published Decree 013-2024, which involves a new
package of support measures to Petroperu. This decree includes--among other
measures--capitalizing already existing support instruments, the government taking over
Petroperu's financial obligations during the second half of 2024 related to its international
bonds and loan with the Spanish Export Credit Agency (Cesce) and implementing a new $1
billion guarantee in support of a new short-term loan from Banco de la Nacion.

- In addition, the company has addressed the events that led us to place the ratings on
CreditWatch with negative implications in May 2024, including the presentation of its 2023
audited financial statements.

- On Sept. 20, 2024, S&P Global Ratings removed its 'B' ratings on Petroleos del Peru Petroperu
S.A. from CreditWatch negative and affirmed the ratings.

- We assigned a stable outlook, which mainly captures the favorable impacts of the new decree.
The outlook also incorporates the resumption of operations at the Talara refinery's flexi-coking
unit.

Rating Action Rationale

Despite delays and a volatile political situation, the Peruvian government's recently published
decree provides a new financial aid package to Petroperu involving about $3.5 billion, including
extension of maturities into 2025, as well as a new short term loan and capitalizations. The
decree is more comprehensive than we initially expected because it capitalizes two facilities from
the government ($1.5 billion instead of the $750 million originally anticipated, plus interest), it sets
up a new $1 billion short-term loan from Banco de la Nacion (secured by a guarantee from the
government) to provide liquidity for the rest of 2024, and it extends maturities of other existing
facilities ($1.1 billion) into 2025. The government will also assume the interest payments related to
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the international bonds and the amortization of the Cesce loan for the rest of 2024 (about $168
million). Although Petroperu will have to reimburse the government for the interest payments in
2025, we think this package improves the company's liquidity in the very short term and pushes
back a potential default due to a liquidity crunch in the next six to 12 months, leading us to assign
the stable outlook.

However, we don't think the decree measures are enough to consider an upgrade at this point.
This is because the decree includes both capitalization and new debt, so it doesn't materially
reduce Petroperu's total debt burden. Also, in our view, there are still several events that need to
materialize for a more meaningful and sustainable improvement of liquidity and to restore the
company's reputation and standing in the market.

These events include, for example, the approval of the Budget Law (instrumental to extend
government-related support of debt maturities further into 2028 from 2025), the hiring of a
specialized third party to restructure the company as mandated by the decree, the materialization
of steady and profitable production from Talara in 2025, the appointment of board members, and
the stabilization of the company's management and governance bodies that have proven volatile
in recent years. We will reassess our base case when we have a clearer view on these events.

Petroperu has addressed the two events that led us to place the ratings on CreditWatch
negative. Petroperu presented unqualified audited statements for 2023 on June 28, 2024 (within
the cure period). In addition, the company managed to negotiate an amendment from lenders,
including a redefinition of financial covenants with Cesce. These include net debt to equity below
4x (versus 3.75x), while the debt service coverage ratio was simply waived for 2025 and required to
be above 0x in 2026 and 2027 and above 1.25x from 2028 onward, pushing this requirement back
by two years. This waiver avoided a potential mandatory prepayment scenario.

In addition, after the operational setbacks announced at the Talara refinery in February 2024, and
the shutdown of the flexi-coking (a refining process) unit until July 2024, operations at the refinery
have resumed. The company confirmed that the gradual ramp-up in volumes processed is on
track, and it expects normalized volumes of about 86,000 barrels of oil equivalent per day by
year-end 2024 and in 2025. This should allow the company to start generating EBITDA again next
year.

We continue to view the likelihood of extraordinary government support as high. We consider
that the recent decree has had a positive impact on Petroperu's very short-term liquidity, helping
to bridge its needs for 2024. However, this support is already embedded in our assessment of
extraordinary support, and in line with our expectation that the government will step in to avoid
business disruption and a payment default.

Outlook

The stable outlook on the company mainly captures the impact of the new decree, which removes
and extends short-term maturities related to government support, provides new working capital
financing, and involves the government taking over the December 2024 Cesce loan amortization
and interest payments on the international bonds for the rest of 2024.

The outlook also reflects that the company presented its audited statements, avoiding a potential
event of default. It also considers that after the setbacks at Talara during the first half of 2024, the
refinery has resumed operating and Petroperu has confirmed that operations should normalize in
the fourth quarter and stabilize in 2025.
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Finally, the outlook also reflects our view that Petroperu will continue playing an important role in
Peru's energy and infrastructure policy while its link to the government remains strong. The
outlook captures our expectation of a high likelihood of extraordinary government support, which
we expect will remain instrumental for bridging Petroperu's liquidity needs.

Downside scenario

We could lower the ratings if we were to revise downward our assessment of the likelihood of
government support again, if we perceive uncertainties about the government's ability to
implement sustainable corrective measures amid persistent vulnerabilities, or if our uncertainty
about Petroperu's effective governance increases, particularly if there are new setbacks with
Talara or new delays in the timely presentation of audited 2024 accounts.

We could also downgrade Petroperu if the company were to face an imminent default in payments,
absent any indication of ongoing or extraordinary support from the government. We currently view
this risk as less immediate based on the support received from the government decree.

Upside scenario

At the current rating level, an upgrade of the sovereign would not result in a similar action on
Petroperu, although an upgrade of Peru is unlikely given the stable outlook.

However, we could upgrade Petroperu if our view of the likelihood of extraordinary support
increases, for example, if the company's role to the government--or link to it--strengthens, which
we don't envision in the next 12 months.

Finally, we could revise the stand-alone credit profile (SACP) upward, and consequently raise the
ratings (all else being equal), if we revise our view of the company's unsustainable capital
structure. This could occur once Talara is fully operational and the company is able to generate
consistent EBITDA, restoring its normal access to credit and liquidity. Petroperu would also need
to implement a more meaningful and comprehensive solution to its total debt burden (including
government-related debt), resulting in more manageable debt to EBITDA of 5x-7x, consistently.
We think an upward revision of the SACP in the next 12 months is unlikely.

Company Description

Peru (local currency: BBB/Stable/A-2; foreign currency: BBB-/Stable/A-3) owns 100% of
Petroperu, of which 40% is represented by the Ministry of Energy and Mines (MINEM) and 60% by
the Ministry of Finance (MEF).

The company transports, refines, distributes, and markets fuels and other petroleum-derived
products in Peru. It owns and operates three refineries (Talara, Conchan, and Iquitos) with a total
refining capacity of 92,500 barrels per day (bpd). The company also owns and operates the Nor
Peruano oil pipeline (approximately 1,100 kilometers in length), which is Peru's main
transportation pipeline that connects all of the country's major oil blocks to the country's largest
refinery and port. Petroperu distributes fuel through ships, trucks, and rail cars, and sells it mainly
through affiliated retail stations.

Most of the company's revenue and EBITDA come from the refining, marketing, and distribution
business. Petroperu has invested heavily in the upgrade of Talara, which has increased its refining
capacity to 95,000 bpd from 65,000 bpd, and to a total of 122,500 bpd for all three operating
refineries. This venture explains the vast majority of Petroperu's total outstanding debt as of June
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30, 2024; including several facilities from the government to support the company following the
start of its liquidity and governance crisis in 2022.

Petroperu formally inaugurated the Talara plant in April 2022, starting its ramp-up period. After
several delays and unforeseen setbacks, the company now expects the ramp-up to be completed
in the fourth quarter of 2024.

Ratings Score Snapshot

Issuer Credit Rating B/Stable/--

Business risk: Fair

Country risk Moderately high

Industry risk Moderately high

Competitive position Fair

Financial risk: Highly leveraged

Cash flow/leverage Highly leveraged

Anchor B

Modifiers:

Diversification/Portfolio effect Neutral

Capital structure Neutral

Financial policy Neutral

Liquidity Weak

Management and governance Negative (-1 notch)

Comparable rating analysis Neutral

Stand-alone credit profile: ccc

Related government rating Long-term foreign currency: BBB-; long-term local currency: BBB

Likelihood of government support High

Related Criteria

- Criteria | Corporates | General: Sector-Specific Corporate Methodology, April 4, 2024

- Criteria | Corporates | General: Corporate Methodology, Jan. 7, 2024

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

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

- Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019

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

- General Criteria: Rating Government-Related Entities: Methodology And Assumptions, March
25, 2015
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- Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global
Corporate Issuers, Dec. 16, 2014

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

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

- General Criteria: Criteria For Assigning 'CCC+', 'CCC', 'CCC-', And 'CC' Ratings, Oct. 1, 2012

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

Ratings List

Ratings Affirmed; CreditWatch/Outlook Action

To From

Petroleos del Peru Petroperu S.A.

Issuer Credit Rating B/Stable/-- B/Watch Neg/--

Petroleos del Peru Petroperu S.A.

Senior Unsecured B B/Watch Neg

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.spglobal.com/ratings for further information. Complete ratings
information is available to RatingsDirect subscribers at www.capitaliq.com. All ratings affected by this rating action
can be found on S&P Global Ratings' public website at www.spglobal.com/ratings.
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S&P may receive compensation for its ratings and certain credit-related 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.

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.

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.

Copyright © 2024 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.
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