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SAO PAULO (S&P d obal Ratings) Dec. 15, 2016--S&P d obal Ratings said today
that its ratings on Brazil-based petrochemn cal conpany Braskem S. A. (Braskem
BBB-/ Negative/--) are not affected by the R$3.1 billion ($957 million) fine
stemming fromthe | eniency agreenent that the conpany signed as part of the
"Lava-Jato" corruption investigation

W view the payment structure (R$1.6 billion upfront and the remining R$1.5
billion in six annual installnments starting in 2018) of this litigation as
manageabl e for Braskem given its sizable cash position, full availability
under its comrtted credit lines, and significant cash flow generation. Also,
we don't believe that Braskem s adjusted credit nmetrics, which include this
l[iability and exclude the Mexican project finance, will deteriorate
materially, with net debt to EBITDA not exceeding 2.0x-2.5x in the next two
years. Braskem has mmintai ned operating efficiency even under rising risks
stemming fromthe corruption allegations as a result of healthy |evel of

gl obal petrochenical spreads, the weaker Brazilian currency, and the positive
results frominternational operations and exports. Even though we expect a
mld recovery for the donmestic petrochenical market and weaker petrochenicals
spreads given new gl obal supply additions, we expect Braskemto continue to
benefit froma nore diversified assets base and | ower investnents needs, which
coul d boost its free operating cash flow

In rating Braskem we apply our group rating nethodol ogy to analyze the
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conpany as part of its larger group. Braskenis majority owner is the

i nfrastructure congl onerate Odebrecht S. A (not rated) with a 38.3% stake in
total capital and 50.1% of voting shares. W treat both conpanies as separate
entities. This stens fromour belief that Braskem s financial performance and
fundi ng prospects are independent fromthose of Odebrecht. Al so, both
conpani es have separate bal ance books, invoices, and no cross guarantees to
each other's debt or liabilities. Mire inportantly, we view Petrol eo
Brasileiro S.A's (Petrobras; B+/Negative/--) mnority stake in Braskem (a
36. 1% st ake on total capital and 47% of voting shares) as a key factor in
preventing the conmpany fromtransferring cash flows to its parent in order to
bol ster the latter's currently weaker credit quality. The existing sharehol der
agreenment between Petrobras and Braskem requires consensual decisions rel ated
to |l everage, capital structure, dividend payouts, or bankruptcy filing. As a
result, we analyze Braskem as an insul ated subsidiary, which enables it to
have a higher rating than that of its parent.

The negative outl ook on Braskemmrrors that on Brazil sovereign (gl oba
scal e: BB/ Negative/B; national scale: brAA-/Negative/--), given the maxi num
rating differentiation of two notches. A nore aggressive financial policy or
rel evant changes in the sharehol ders' structure/agreenent could al so i npact
rati ngs on Braskem especially if a weaker counterparty were to fully control
t he conpany w t hout significant mnority shareholders with active econonic
interest. In addition, we will continue to nonitor Braskem s operating
performance and | everage boundari es. A downgrade could occur if the conpany's
credit netrics weaken, with net debt to EBITDA of nobre than 3.0x-3.5x and
funds from operations to net debt bel ow 25% on a sustai ned basis
(deconsolidating the EXXI project finance).

Only a rating conmittee nay determne a rating action and this report does not
constitute a rating action.
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