ARC Ratings affirms the public "BBB-" medium and long-term issue
rating, with stable outlook, assigned to ENSE
Lisbon, 9 September 2020 - ARC Ratings, S.A. (ARC Ratings) has affirmed the final public "BBB-" rating, with Stable
outlook, accorded to the EUR 360.0 million bond issued by Entidade Nacional para o Setor Energético, E.P.E.
(ENSE), on 6 August 2008. This rating action is based on the implied support of the Portuguese sovereign and the
coverage of the company’s net financial debt provided by the market value of its oil reserves. In the context of oil
price volatility this ratio (reserves/net financial debt) decreased, notwithstanding the decline in its net financial debt.
Future oil price volatility may be even greater giving the uncertainty surrounding the impact of Covid-19 on the
world economy. ARC Ratings will monitor the determinants of the assigned rating and take action as needed.
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ISSUER PROFILE
ENSE was founded in 2001 and is headquartered in Portugal. The company is a State-owned entity with the
following duties:
•

Being the Portuguese central stockholding entity for the acquisition and maintenance of the strategic portion
of national emergency reserves of oil and oil products (reserves) – this its main activity.

•

Supervision of all energy sectors.

•

Management and monitoring of the storage activities for crude oil and its derivatives throughout the national
territory, to guarantee and supply crude oil and petroleum products, depending on consumption needs.

RATING RATIONALE
ENSE’s key rating drivers are the following:
•

Government ownership – ENSE’s share capital is wholly owned by the Portuguese Government and the bond
has a continual ownership clause regarding the maintenance of this sole ownership by the Portuguese
Government. Consequently, its rating is indirectly linked to the ratings of the Portuguese Republic:
BBB/Stable/A-2 by Standard & Poor’s Financial Services LLC; Baa3/P-3/Positive by Moody's Investors Service,
Inc.; BBB/Stable by Fitch Ratings, Inc.. However, there is no obligation of timely support, but the Portuguese
Government, as established in the company’s bylaws, is ultimately responsible for ENSE’s liabilities.

•

Favourable debt profile – ENSE’s debt level remains unchanged, still comprising solely the bond that is rated
in an amount of EUR 360.0 million, maturing in 2028. Above all, ENSE’s expenses (including bond interest) have
been, as structurally intended, totally covered by revenues, mainly originated from the Portuguese oil market
operators. ENSE’s cash and deposits and investments in Portuguese Government issued debt securities
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continued to increase to EUR 63.3 million, reducing the company’s net financial debt.
•

Stable, long-term relationships with key customers – The entity has developed strong, mutually beneficial
relationships with the main distributors of oil products in Portugal: Galp Energia, SGPS, S.A. (Galp Energia),
Repsol, S.A. (Repsol), BP p.l.c. (BP), Prio Supply, S.A. (PRIO) and Compañía Española de Petróleos S.A. (CEPSA).

The key constraints on ENSE's credit rating are:
•

Oil price volatility and the coverage of the loan by reserves – The nature of ENSE’s operations and concentration
of its assets render its financial performance (in accounting terms, without cash flow impact) heavily exposed to
oil price fluctuations. In fact, the oil price drop trend in the first half of 2020 led the coverage of gross financial
debt by reserves to decrease to 0.79 times at the end of June (from 1.21 times at the end of 2019). The coverage
of net financial debt by reserves also declined to close 1.0 times at the end of June 2020 (from 1.45 times at
the end of 2019). The period up to the end of August 2020, saw an oil price recovery trend, albeit with some
fluctuations.

•

Concentration of customer base – The vast majority of ENSE’s revenues (87.6%) continue to be derived from
five companies, despite some decrease in 2019 compared with 2018: Galp Energia (accounting for 26.1% of
ENSE’s 2019 revenues), Repsol (21.7%), BP (20.2%), PRIO (10.5%) and CEPSA (9.1%). It should however be
noted that ENSE maintains stable relationships with them and there is no risk of losing customers. ARC Ratings
notes specifically that three of the aforementioned customers carry investment grade ratings.

RECENT DEVELOPMENTS AND OUTLOOK
The Covid-19 pandemic, that led to a lockdown of the Portuguese economy, has had a very limited impact on
ENSE’s activity. The company is prepared to operate in any contingency and dealt well with the Covid-19
disruption.
The total volume of oil products introduced for consumption in Portugal increased by 1.4% in 2019, to 8.36 million
tonnes (Mton). In the Covid-19 context the total volume of oil products introduced for consumption in Portugal
decreased sharply between March and May 2020 (being down by 51.9% in April).
ENSE’s own reserves stabilised at 0.94 Mton at the end of 2019, while its reserves contracted under CSO Tickets
(Compulsory Stockholding Obligation) increased by 18.2% to 0.36 Mton. CSO Tickets are contracted according to
market demand for ENSE to replace the oil market operators. In 2019, strategically, ENSE acquired CSO Tickets
for part of 2019 and the full 2020, benefiting from a lower average purchase price. ENSE continued to present
substantial headroom between its own reserves and the legally required strategic reserves, allowing the company
to continue replacing part of the operators’ own obligation.
ENSE’s revenues increased year-on-year by 7.6% in 2019, to EUR 26.1 million, and by 7.5% in the 1H2020, to
EUR 13.9 million. ENSE’s revenues primarily comes from its main activity (holding and managing reserves of crude
oil and oil products), which accounted for 98.8% of total revenues in 2019 and 96.9% in the 1H2020. ENSE’s
revenues from its main activity corresponds to the recovery of its expenses on this activity (operating and financing
expenses) from oil market operators.
ENSE increased its provision fund to EUR 47.6 million in June 2020, equivalent to 12.7% of the oil
reserves’ acquisition cost.
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In its 2020 budget ENSE forecasted an insignificant net profit in 2020 and 2021. In the company’s view, any possible
negative deviation in the result from its other activities (beyond its main activity) should be covered by the oil market
operators.

RELATED CRITERIA AND RESEARCH
ARC Ratings’ Corporate Entities Rating Methodology (March 2020)
ENSE Rating Review – Report (9 September 2020)
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Note that ARC Ratings is not a legal, tax or financial adviser, and only provides a credit opinion of the rated securities. For
example, a rating does not cover a potential change in laws nor can it be regarded as an audit. Moreover, ARC Ratings is not a
party to the transaction documents. Users of our credit ratings should familiarise themselves with the transaction
documents / mechanics and should form their own views in this respect. They should not rely on ARC Ratings for legal, tax or
financial advice, and are encouraged to contact the relevant advisers.
ARC Ratings, S.A. is registered as a Credit Rating Agency (CRA) with the European Securities and Markets Authority (ESMA) ,
within the scope of the Regulation (EC) No. 1060/2009 of the European Parliament and of the Council, of 16 September, and
recognised as External Credit Assessment Institution (ECAI).
This Review Report should be read together with initial Rating Report and with the subsequent Review reports.
Ratings assigned by ARC Ratings represent opinions on the capacity and willingness of an entity to make all required payments
on a given obligation in a timely manner. The meaning of each rating category is explained in www.arcratings.com.
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The rating(s) assigned by ARC Ratings in this report was / were sought by the entity whose financial commitments are being
rated.
Prior to the assignment or revision of a rating ARC Ratings provides to the entity whose financial commitments are being rated
the documents that substantiate the rating to be attributed. This entity is thus given the opportunity to clarify or correct factual
details, thus allowing the rating assigned to be as accurate as possible. The comments made by the entity whose financial
commitments are being rated are taken into account by ARC Ratings in the assignment of the rating. ARC Ratings also grants
the issuer the possibility of appealing a rating accorded by ARC Ratings as long as this appeal is supported on additional
information that hasn’t been taken into account in the original rating accordance.
ARC Ratings, S.A. historical default rates are published in the European Securities and Markets Authority Central Repository
(CEREP) which can be accessed on the website cerep.esma.europa.eu/cerep-web/. ARC Ratings default rate is the probability of
lack of full and timely payment of capital or interest or of the occurrence of any event that explicitly indicates that the future full
and timely payment of those commitments will not occur (e.g., in case of insolvency).
Ratings do not constitute a recommendation to buy or sell, but only one of the factors to be weighted by investors.
Throughout the entire period during which ratings are valid, ARC Ratings monitors the issuer’s performance on a constant basis,
and may even bring forward the date of the review unless stated as point in time. Hence, prior to an investor using a rating, ARC
Ratings recommends that it be confirmed, namely by consulting the list of public ratings available on the website
www.arcratings.com.
ARC Ratings’ ratings are assigned based on information, which may include confidential information, collected from a wide group
of sources, which may include the entity whose financial commitments are subject to rating. ARC Ratings uses and treats this
information with due care and attention. Although all due care was taken in the collection, cross-checking and processing of the
information for the purposes of the rating analysis, ARC Ratings cannot be held liable for its accuracy. ARC Ratings must make
sure that the information has a minimum level of quality prior to assigning a rating based on such information.
In the rating process, ARC Ratings adopts procedures and methodologies aimed at ensuring transparency, credibility and
independence, and also that rating classifications are not influenced by situations of conflict of interests. Any exceptions to these
principles are disclosed by ARC Ratings together with the rating of the financial commitment in question.

ARC Ratings, S.A.

4/4

