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NEW YORK (Standard & Poor's) April 24, 2015--Standard & Poor's Ratings
Services has lowered its rating on Puerto Rico Electric Power Authority's
(PREPA) power revenue bonds to 'CCC-' from'CCC . The rating remains on
CreditWatch with negative inplications.

The downgrade reflects our view of the follow ng:

* Repeated draws on the debt service reserve fund and uncertainty regarding
any future draws that could result in its depletion;

A structural inbalance between revenues and expenses w thout a pathway to
nmeeting debt service obligations if and when the debt service reserve is
depl et ed;

e Qur concern about the authority's access to capital markets; and

e« The uncertainty whet her noney on deposit with the Governnent Devel opnent
Bank (GDB) could be diverted from PREPA.

"As a result, we believe a default, distressed exchange, or redenption appears
to be inevitable within six nonths, absent unexpected significantly favorable
changes in the authority's circunmstances," said Standard & Poor's credit

anal yst Jeffrey Panger.

On April 1, 2015, PREPA used $8.8 mllion fromits debt service reserve to
hel p nake a quarterly bond payment, the third such draw. In July and Cctober
2014, the authority withdrew $41.6 mllion and $8.8 mllion, respectively,
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fromthe reserve. In our opinion, the draws suggest that despite falling oi
prices, the authority has a continuing structural inbalance between revenues
and expenses. W al so believe Puerto Rico has very limted access to either
the public or private debt markets. PREPA s next schedul ed debt service
payment totals $400 mllion and is due July 1. Legislation enacted in 2014
requires PREPA to deposit with the GDB certain non-operating funds, including
construction funds and the debt service reserve, which currently has $236
mllion on deposit. It is unclear whether the governnent could divert this
noney.

We expect to resolve the CreditWatch placenent in the next three nmonths after
we have eval uated PREPA' s plans and the actions it will take to resolve the

i mbal ance between revenues, expenses, and debt service. W will |ower the
rating if the authority restructures the debt by extending maturity dates.
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Conplete ratings information is available to subscribers of RatingsDirect at
www. gl obal credi tportal.com and at ww. spcapitalig.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col umm.
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