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Fitch Ratings has affirmed Ecopetrol 5.A's Long-Term Foreign and Local Currency lssuser
Default Ratings (IDRs) at 'BB+'.

The Rating Outlook for the IDRs is Stable. Fitch has also affirmed the company's MNational
Long- and Short-Term ratings at "AAA({col)'F1+(col)’. The Rating Cutlook for the MNational
Long-Term rating 15 Stable

Ecopetrol's ratings reflect the close linkage with the Republic of Colombia {Fareign and
Local Currency IDRs BEB+/Stable), which currently owns 88 5% of the company. Ecopetrol's
ratings also reflect the company's strategic importance for the country, as well as its ability
to maintain a solid financial profile

Key Rating Drivers

Linkage to Sovereign: Ecopetral's ratings reflect the strong linkage between the credit pro-
file of the Republic of Colombia, which owins 83 5% of the company's total capital. The rat-
ings also reflect the wery strong incentives of the Colombian gowernment to support
Ecopetrol in the event of financial distress, given the company's strateqgic importance to the
country, as it supplies virtually all liquid fuel demand in Colombia, and owns 100% of the
country's refining capacity. The company relies on the receipt of funds from the Colombian
gowernment, through its stabilization fund Fondo de Estabilizacion de Precios de los
Combustibles (FEPC), to offset the difference from selling fuel in the local market at lower
prices versus the export market.

At September 2022, the amount accrued in the FEPC was COP 204 trillion (USD $5 bil-
lion). As the Colombian government continues to increase retail prices of fuel, Fitch ex
pects that the balance in the FEPC account will decrease. So far, the price has been ad-
Justed by COP 400fgallon, and further increases are expected in the next six months.

Deconsolidated with 1S4; Fitch expects that the majority of Ecopetrol's consolidated
EEITDA will continue to be generated from its energy business. Fitch estimates that on a
deconsolidated basis, I1SA's EBITDA in 2022 adjusted to Ecopetrol's ownership, 1s ex
pected to represent 5.1% of Fitch's projected Ecopetrol EBITDA for 2022, Thus, currently,
the ISA acquisition is not expected to materially impact Ecopetrol's leverage metrics over
the rated horizon

Fitch estimates that consolidated pro forma gross leverage, defined as total debt to
EBITDA, will be low during the rating horizon at 1 0x for FYE 2022, and 1 2% on average
through 2026, Pro forma for ISA's debt and EBITDA, leverage in 2022 increases to 1.5xin
2022 and averages 2. Tx through the rating horizon

Strong Financial Profile; Ecopetral's 'bbh' Standalone Credit Profile (SCP) reflects the
company's strong financial profile. Fitch calculated gross leverage as measured by total
debt to EBITDA decreased to 2 4xin 2021 from approximately 2 9x at YE 2020 Fitch ex-
pects leverage to continue to be low though the rating profile as Brent process continue
supporting EBITDA generation, and debt is expected to remain at current levels, Fitch ex-
pects Ecopetrol's interest coverage as measured by EBITDA to interest expense caverage
to exceed 20x consistently through the rating horizon

Fositive FCF Expected: Fitch expects Ecopetral's FCF to be positive going forward, sub-
Ject to revisions to investment and dividends plans. Fitch's base case assumption includes
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the next three years, and that it will pay 60% of previous year's net income in line with its \;w" ;\5" \{C’ °~"|’-"
) )
40% to 80% dividend policy. This, coupled with Fitch's price assumptions for Brent crude ¥ ¥ ¥ ¥ 000
oll price of USD100/bGl in 2022, USDESDLI in 2023, and USDS3/MbbI in the long term, 900
would result in positive FCF over the next three vears. e
700
Stable Operating Metrics: After production cuts of 4% implemented in 2020, and subse- 00 %
quent 6% reduction in resenves resulting fram lower global hydrocarbon prices, Ecopetral's e
operating metrics have recovered and are well undenway to reach pre-pandemic levels. i
300
Fitch assumes total hydrocarbons production to be 704 thousand barrels of oil equivalent 20
— EF5 2032 — EPS 2023

per day (hoedd) in 2022 exhibiting a trend or recovery expected to continue ower the next

three years. The company's proved reserve (1F) of 2,002 million boe gave the company a T

reserve life of 9.0 years as of 2021, Fitch assumes a 105% reserve replacement rate

Ecapetiol's leverage, as measured by total debtipraved reserves was USDT Shoe as of Managers andDicCirs

YE 2021 {this including ISA debt), and lowered than previously forecasted at USD10/boe Jaime Eduardo Chief Executive & Financial Officer

Caballera Urib
for YE 2021 as a portion of the debtwas repaid during the year and reserves increased by avaller e

95 M boe. Fiteh's calculated implied pretax break-even crude ofl price for Ecopetrol has
remained relatively stable over the past three years at approximately USD38Mhoe.

Felipe Bavén Pardo President

Sall Kattan Cohen Chairman

Technology
Derivation Summary
Granger

Ecapetiol's rating linkage to the Colombian sovereign ratings is in line with the linkage » Mare about the comparty
present for most national oil and gas companies (NOCs) in the region; including Petroleos
Mexicanos (Pemeyx;, BB-/Stable), Fetroleo Brasileiro S.A. (Petrobras, BB-/Stable),

Fetroperu 5 A, (BB+MNegative) and Empresa Macional del Petroleo [A-/Stable).

Sector and Competitors

ECORETROD 5 ».

In most cases inthe region, NOCs are of significant strategic importance for energy supply =
EE CHEVROM CORPORATION

to the countries where they operate, as isthe case in Wexico, Colombia and Brazil. NOCs
’ . . BE COMOCOPHILLIPS
can also serve as a proxy for federal government funding as in Mexico, and have strong le-
BE E0 RESOURGCES, NG,
I#l CAMADIAN MATURAL RESOLL..

= OCCIDENTAL PETROLEUM C.

gal ties to governments through their majority ownership, strong control, and governmental
budgetary approvals.

Ecopetral's SCP is commensurate with a 'bbb' rating, which is in line with that of Petrobras — » More Results
at 'bbb' given Petrobras' recent significant debt reduction. Excluding IFRS16 leases,

Ecopetral's leverage as of in year-end 2021 was 3.1 ECopeliol's credit profile is materi-
ally higher than that of Permesx 'coc' SCP as a result of ECOPetOls deleveraging capital
structure versus Pemex increasing leverage trajectory. Ecopetrol will continue reporting a
stable production, which Fitch expects to stabilize around 700 000boe/d. This production
trajectory further supports the notching differential betwesn the two companies' SCP

Key Assumptions
Fitch's Key Assumptions Within the Rating Case for the Issuer
ECOPREral remains majority owned by Colombia:;

Brent average USD100/M0LI in 2022 and USDESbMbLI in 2023 before trending toward
USD53/bhl in the long term;

USD 13bbl discount to Brent,

Stable production growth of 2% per annum between 2022 through 2024,

105% reserve replacement ratio per year,

Agaregate capex of approximately USDS.0 billion per year for the next three years;
Dividends of 60% of previous year's net income.

RATING SENSITIVITES

Factors that could, individually or collectively, lead to positive rating action/upgrade

Although not expected in the short- to medium term, an upgrade of Colombia's sovereign
ratings

Factors that could, individually or collectively, lead to negative rating action/downgrade:
A downgrade of Colombia's sovereign ratings,

A significant wealkening of the company's linkage with the government and a lower govern-
ment incentive to support couple with a deterioration of its standalone credit profile.

Bestiorst Case Rating Scenario

International scale credit ratings of Mon-Financial Corporate issuers have a best-case rat-
ing upgrade scenario {defined as the 99th percentile of rating transitions, measured in a

@marketscreenercom - S&P Global Market Intelligence

Andrés Marntilla Zarate  Vice President-Innovation &

Alherto Consuegra Chief Operating Officer
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positive direction) of three notches over a three-year rating horizon, and a wiorst-case rating
downgrade scenaro {defined as the 9%th percentile of rating transitions, measured in a
negative direction) of four notches owver three years. The complete span of best- and wiorst-
case scenario credit ratings for all rating categories ranges from "AAA' to 'D'. Best- and
warst-case scenario credit ratings are based on historical performance For more informa-
tion about the methodology used to determine sector-specific best- and worst-case sce-
nario credit ratings, visit https:Mense fitchratings com/site/re/ 107111579,

Liquidity and Debt Structure

Strong Liquidity: Eeapetral's strong liquidity profile is supported by cash on hand, strong
access to the capital markets and an adequate debt maturity profile. Ecopetral reported
COP 13 trillion (USD3 .2 billion) of cash and equivalents on hand in Sept. 30, 2022 com-
pared with roughly USD3.5 B of principal maturties due in 2022 and 2023 and the
USDTT4 million of debt service over the same period of time. The company utilized its
JSD1.2 billion committed credit line in September 2022 in order to repay a portion of the
debt associated with the acquisition of I5A

Issuer Profile

Ecopetral is a leading integrated energy and infrastructure company inthe Latin American
and Central American region. The company is the largest in Colombia in relation to their
Upstream, Midstream, and Downstream business segments, and the company is the
largest energy transmission company in region in connection with the Interconexion
Electrica S A acquisition

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER
OF RATING

The principal sources of information used in the analysis are described in the Applicable
Criteria.

Public Ratings with Credit Linkage to other ratings
Ecaopetral 5. A's LT IDR is linked to the sovereign rating of Colombia.
ESG Considerations

Ecopetral S A has an ESG Relevance Score of '4' for Governance Structure due toits na-
ture as a majonty government-owned entity and the inherent governance risk that arse with
a dominant state shareholder, which has a negative impact on the credit profile, and is rele-
vant to the ratings in conjunction with other factors.

Ecopetral S A, has an ESG Relevance Score of '4' for Exposure to Social Impacts due to
multiple attacks to its pipelines, which has a negative impact on the credit profile, and is
relevant to the ratings in conjunction with other factors

Unless otherwise disclosed inthis section, the highest level of ESG credit relevance is a
score of '3, This means ESG issues are cradit-neutral or have only a minimal creditimpact
on the entity, either due to their nature or the wiay in which they are being managed by the
entity. For  more information  on  Fitch's  ESG  Relevance  Scores,  wisit
winny fitchratings com/fesg

[Z) 2022 Electronic Mews Publishing, source EMP Newswire

00O

Stocks mentioned in the article Change Last 15t jan.
== ECOPETROL S & 373% 2500 & -7 06%
[ PETROBRAS[ 0.99% P4l . -4 50%

All news about ECOPETROL 5.4,

08:13a Fitch Afirms Ecopetral's Foreign and Local Gurrency IDRs at BB+, Qutlook Stable AG
MMT  Fitch affirms Eeopetral's foreion, local currency IDR s at BB+ outlook stable RE
1117 Sector Update: Energy Stocks Slip Pre-Bell Thursday WT
MMT  Ecapetral Forms Mew Subsidian to Sell Petrochemical Products in Morth Armerica, Europe MT
1116 Ecapetral 5.4, Announces Creation of Ecopetral US Trading LLG, Mew Subsidiary Gzl
11008 Ecopetral 5 A Provides Production Guidance for the Full Year 2022 (s}
11009 Transcript | EcOpetral 5.4, @3 2022 Earnings Call, Mov 09, 2022 cl
11008 Ecopetral O3 Profit, Revenue Rise Sharply MT
118 Golombia's Eeopetral @3 net profitdoubles as oil demand, prices rise RE

11008 Ecopetral 5 A Reports Earnings Results for the Third Cuarter and Mine Months Ended Sep. (s}



» More news

Analyst Recommendations on ECOPETROL 5.4,

1T Fitch affirrns Eeopetral's foreign, [ocal currency IDRs at BB+ outiook stable

0825 Ecopetrol's Individual Credit Rating Downgraded to Ba3 at Moody's Reflecting 2023 Debt .
07i01  Ecopetrol Long-Term S&P Credit Rating Confirrmed at BB+

» More recommendations

”

Download an the

L App Store




