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Fitch Affirms Cores at 'A-": Outlook Stable

Fitch Ratings - Barcelona - 10 May 2021: Fitch Ratings has affirmed Corporacion de Reservas
Estrategicas de Productos Petroliferos' (Cores) Long-Term Local- and Foreign-Currency Issuer Default
Ratings (IDRs) at 'A-' with Stable Outlooks and Short-Term Foreign-Currency IDR at 'F1'. The ratings on
the senior unsecured outstanding bond issues and EMTN programme have been affirmed at 'A-'.

Fitch views Cores as a government-related entity (GRE) of Spain (A-/Stable) and equalises its ratings
with the sovereign's. This reflects a score of 45 points under our GRE Rating Criteria.

Cores was established in 1994 as the central stockholding entity (CSE) for the maintenance of oil stocks
in Spain. Cores is a non-profit public corporation without equity and operates under public and private
laws (Law 34/1998 and Royal Decree 1716/2004). Like other CSEs across the EU, Cores' main
responsibilities include acquiring petroleum, and maintaining, managing and selling petroleum
reserves.

Status, Ownership and Control: 'Strong'

Cores was created in 1994 with the particular status of a non-profit public corporation without equity,
tightly controlled by the central government. Cores has the legal status of a public-law corporation. The
central government's strong influence over and control of Cores' operations are demonstrated by the
company's supervision by the Ministry for the Ecological Transition and the Demographic Challenge
(MITECO), through its veto right over any Cores agreement that could breach the law or harm public
interest. However, the government has never used this veto as there is usually a strong consensus
within Cores' board of directors.

The strong influence and control are also reflected by the presence of the central government on
Cores' board of directors, as four of 11 members are appointed by MITECO. MITECO also appoints
Cores' president (currently Juana Maria Lazaro Ruiz). The president has a five-year mandate, which can
be renewed for another five years. The president acts as the legal representative of Cores in all the
company's actions and contracts, and manages the inspection of its activities.

The central government holds no shares in Cores and in case of the company's dissolution, would not
be involved and there would be no transfer of liability. Cores' accounts and debt are consolidated in
Spain's national accounts. Cores' budgets and borrowing are approved by its board of directors.



However, MITECO approves the fees charged to operators through Cores' budget elaboration process.

Support Track Record: 'Very Strong'

Fitch believes that regulatory influence is strongly supportive of Cores' financial stability and viability,
as the operators are obliged by law (according to item 25.4 of the Royal Decree 1716/2004) to pay at
any time an increase of fees to guarantee Cores' creditworthiness. The law also stipulates that Cores
can at any time sell reserves storage that exceeds the mandatory level to cover debt servicing
(principal debt and interest). Cores estimated its excess reserves at EUR29.9 million at end2020,
representing about 1.4% of total reserves at market value.

Socio-Political Implications of Default: 'Very Strong'

Oil is crucial for the domestic energy supply, representing 41.5% of primary energy consumed in Spain.
Spain is obliged to maintain 90 days of net imports of crude oil and petroleum according to the EU
requirement, which the Spanish government has increased to 92 days of sales or consumption. Cores
is the designated CSE for the maintenance of oil stocks in Spain, which obliges the company to
maintain at least 42 days of reserves. Therefore, the industry maintains 50 days.

Between April and December 2021 Cores is obliged to maintain a higher number of days of 50 and
therefore the industry maintains a lower number of days of 42. Cores' main mission also consists of
controlling and inspecting the level of Spain's security reserves held by operators to ensure the
minimum stock of obligation.

This factor reflects that Cores' financial default would materially endanger continued provision of its
activity, impacting its borrowing capacity, considering that Cores funds its purchase of reserves
through debt borrowing. This factor also reflects the lack of any immediate substitute to maintain
Cores' obligation of 42 days of reserves, given the complicated necessary legal changes, the economic
and financial difficulty for private operators to assume Cores' obligation and the non-transferability of
the task of controlling and inspecting reserves held by operators.

Consequently, Cores' default would be of great importance for the Spanish government, as it would fail
in its EU-imposed obligation to maintain a minimum of 90 days of net imports of crude oil and
petroleum. This would have a significant impact on Spain's international reputation and may result in
economic sanctions. In addition, Cores' default in case of an oil supply crisis would have grave
repercussions for the national economy due to Spain's energy dependence.

Financial Implications of Default: 'Strong'

This factor reflects that the Spanish government would have a strong incentive to provide
extraordinary financial support to prevent a default, as it would have a significant impact on Spain's
credit international reputation in failing to meet the EU target, affecting its availability and cost of



borrowing. The assessment also reflects that Cores's debt and accounts are consolidated in Spain's
national accounts. Cores' default would also have a significant impact on its availability of borrowing,
as it is mostly financed in capital markets (62.8% of outstanding debt at end of 2020), risking failure in
meeting the EU target.

Operating Performance

Cores is a non-profit corporate, which by law has stable fee revenue that must cover its operating
spending. Typically, Cores reduces fees charged to operators (fees collected from the operators more
than covering operating spending), in the last quarter of the year. However, in May 2020, Cores
approved an extraordinary fee for operators with effect between June and September 2020, to
compensate for the decline of oil consumption and contributions paid by operators, due to the
coronavirus crisis.

Derivation Summary

Fitch views Cores as a GRE of Spain and assigns it a score of 45 under the GRE criteria. The rating
factors 'Support Track Record and Expectation' and 'Socio-Political Implications of Default' are assessed
as 'Very Strong', while the 'Status, Ownership and Control' and 'Financial Implications of Default' are
assessed as 'Strong'. The score of 45 leads to the equalisation of Cores' ratings with the sovereign's.

Short-Term Ratings

According to the Short-Term Ratings Criteria for a 'A-' IDR, the corresponding Short-Term rating should
be either 'F2'or 'F1'. When an issuer's rating is derived on a top-down notching basis, the higher of the
two Short-Term IDR options applies, capped at the supporting government's Short-Term IDR level.
Cores' short-term ratings are 'F1'.

Debt Ratings

The senior unsecured outstanding bond issues and EMTN programme are rated 'A-, at the same level
as Cores' Long-Term IDR.

Factors that could, individually or collectively, lead to negative rating action/
downgrade:

A downgrade could follow a downgrade of the sovereign, an adverse change in the legal framework,
which Fitch views as unlikely at present, or a weakening of expected support from the state.

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



Positive rating action on the sovereign's IDRs will be mirrored on Cores' IDRs, assuming that the links
between the sovereign and the company remain strong.

Best/Worst Case Rating Scenario

International scale credit ratings of Sovereigns, Public Finance and Infrastructure issuers have a best-
case rating upgrade scenario (defined as the 99th percentile of rating transitions, measured in a
positive direction) of three notches over a three-year rating horizon; and a worst-case rating
downgrade scenario (defined as the 99th percentile of rating transitions, measured in a negative
direction) of three notches over three years. The complete span of best- and worst-case scenario credit
ratings for all rating categories ranges from 'AAA' to 'D'. Best- and worst-case scenario credit ratings are
based on historical performance. For more information about the methodology used to determine
sector-specific best- and worst-case scenario credit ratings, visit https://www.fitchratings.com/site/re/
10111579.

Liquidity and Debt Structure

In 2019, Cores renegotiated the debt maturity of EUR125 million from an ICO loan to 2028 rather than
2020. Cores did not contract new debt operations or sold excess reserves in 2020. Therefore,
outstanding debt at end-2020 remained the same as 2019.

At end-December 2020, cash reserves were EUR36.7 million, with EUR140 million in eight available
credit lines. The outstanding debt at end-2021 is expected to decline, as Cores will use the sale of
exceeds of reserves of EUR148 million for debt reduction.

References for Substantially Material Source Cited as Key Driver Rating
The principal sources of information used in the analysis are described in the Applicable Criteria.

ESG Considerations

The highest level of ESG credit relevance, if present, is a score of '3'. This means ESG issues are credit-
neutral or have only a minimal credit impact on the entity, either due to their nature or to the way in
which they are being managed by the entity. For more information on Fitch's ESG Relevance SCores,
visit www.fitchratings.com/esg.
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Applicable Criteria
Government-Related Entities Rating Criteria (pub.30 Sep 2020)

International Local and Regional Governments Rating Criteria (pub.27 Oct 2020) (including
rating assumption sensitivity)
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Disclaimer

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, THE
FOLLOWING HTTPS://WWW.FITCHRATINGS.COM/RATING-DEFINITIONS-DOCUMENT DETAILS
FITCH'S RATING DEFINITIONS FOR EACH RATING SCALE AND RATING CATEGORIES, INCLUDING
DEFINITIONS RELATING TO DEFAULT. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE
AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS
OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES
ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. DIRECTORS AND
SHAREHOLDERS RELEVANT INTERESTS ARE AVAILABLE AT HTTPS://WWW.FITCHRATINGS.COM/
SITE/REGULATORY. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED
ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR WHICH THE LEAD ANALYST IS
BASED IN AN ESMA- OR FCA-REGISTERED FITCH RATINGS COMPANY (OR BRANCH OF SUCH A
COMPANY) CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH RATINGS
WEBSITE.
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NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or
retransmission in whole or in part is prohibited except by permission. All rights reserved. In issuing and
maintaining its ratings and in making other reports (including forecast information), Fitch relies on
factual information it receives from issuers and underwriters and from other sources Fitch believes to
be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in
accordance with its ratings methodology, and obtains reasonable verification of that information from
independent sources, to the extent such sources are available for a given security or in a given
jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party verification it
obtains will vary depending on the nature of the rated security and its issuer, the requirements and
practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located,
the availability and nature of relevant public information, access to the management of the issuer and
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The information in this report is provided "as is" without any representation or warranty of any kind,
and Fitch does not represent or warrant that the report or any of its contents will meet any of the
requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a
security. This opinion and reports made by Fitch are based on established criteria and methodologies
that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective
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securities. Ratings may be changed or withdrawn at any time for any reason in the sole discretion of
Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy,
sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of
any security for a particular investor, or the tax-exempt nature or taxability of payments made in
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annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency
equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a
consent by Fitch to use its name as an expert in connection with any registration statement filed under
the United States securities laws, the Financial Services and Markets Act of 2000 of the United
Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic
publishing and distribution, Fitch research may be available to electronic subscribers up to three days
earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian
financial services license (AFS license no. 337123) which authorizes it to provide credit ratings to
wholesale clients only. Credit ratings information published by Fitch is not intended to be used by
persons who are retail clients within the meaning of the Corporations Act 2001

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally
Recognized Statistical Rating Organization (the "NRSRO"). While certain of the NRSRO's credit rating
subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit ratings on
behalf of the NRSRO (see https://www.fitchratings.com/site/regulatory), other credit rating
subsidiaries are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by
those subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may
participate in determining credit ratings issued by or on behalf of the NRSRO.

Endorsement policy

Fitch’s international credit ratings produced outside the EU or the UK, as the case may be, are
endorsed for use by regulated entities within the EU or the UK, respectively, for regulatory purposes,
pursuant to the terms of the EU CRA Regulation or the UK Credit Rating Agencies (Amendment etc.) (EU
Exit) Regulations 2019, as the case may be. Fitch’'s approach to endorsement in the EU and the UK can
be found on Fitch’s Regulatory Affairs page on Fitch’s website. The endorsement status of
international credit ratings is provided within the entity summary page for each rated entity and in the
transaction detail pages for structured finance transactions on the Fitch website. These disclosures are
updated on a daily basis.
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