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Telefonica del Peru S.A.A.
Update to credit analysis

Summary

Telefonica del Peru S.A.A's (Telefonica del Peru) Bal corporate family rating (CFR) reflects
the company's strong competitive position in Peru as the largest telecommunications service
provider in terms of revenue, and its diversification into a full suite of services, which allows it
to offer bundled services in the Peruvian market. The Ba1 rating also takes into consideration
the company's strong debt protection metrics and adequate liquidity for a comfortable debt
maturity profile. Telefonica del Peru has a strong shareholder structure, being owned and
controlled by Telefonica S.A. (Baa3 stable).

However, Telefonica del Peru's Ba1 rating takes into consideration Peru's highly competitive
and price-sensitive telecommunications market, which has been straining the company's

top line and margin sustainability, despite some positive underlying subscriber trends during
the last quarter of 2020. The entry of two aggressive competitors in 2014 disrupted the
competitive landscape of a previously comfortable two-entity market, comprising Telefonica
del Peru and America Movil, S.A.B. de C.V.'s (A3 negative) subsidiary Claro, driving down their
market shares and profitability. The rating also takes into consideration Telefonica del Peru's
small scale compared with that of its global peers.

Exhibit 1
Telefonica del Peru S.A.A.
Revenue and EBITDA margin evolution
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Credit strengths

N

» Largest integrated telecommunications company in Peru

» Strong debt protection metrics

» Adequate liquidity

» Comfortable debt maturity profile

» Strong shareholder structure — owned and controlled by Telefonica S.A.

» Expectation of stronger profitability over the next three years

Credit challenges

» Sharp slowdown in economic activity and increasing risk of recession caused by the coronavirus pandemic
» Peru's highly competitive and price-sensitive telecommunications market

» Deteriorating top line and profitability

» Small scale compared with that of global peers

Rating outlook

The stable rating outlook reflects our expectations that Telefonica del Peru's performance will be characterized by positive momentum
as a result of a more rational market environment over the next few years and the company's well-defined strategy will allow it to
improve its profitability, while defending its leadership position. We expect the company's profitability, free cash flow and leverage to
recover, while it maintains its market participation, capital spending and liquidity at adequate levels.

Factors that could lead to an upgrade

» Improvement in profitability on a sustained basis

» Revenue growth

» Maintenance of a leading market position and strong credit metrics
» Leverage below 2.0x total Moody's adjusted debt/EBITDA

» Interest coverage higher than 3.5x Moody's adjusted (EBITDA - capital spending)/interest expense

Factors that could lead to a downgrade
» Deterioration in market position
» Lack of recovery in profitability

» Increased cash burn and weaker liquidity

N

» Leverage higher than 3.5x total adjusted debt/EBITDA

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Key indicators

Exhibit 2
Telefonica del Peru S.A.A.

Moody's 12-18 Month

US Millions Dec-15 Dec-16 Dec-17 Dec-18 Dec-19 Dec-20 Forward View
Revenue 3,075.2 2,777.6 2,589.0 2,465.7 2,361.6 1,883.4 2,000 - 5,000
Debt / EBITDA 0.8x 0.8x 1.2x 1.7x 2.4x 2.8x 2.0x - 2.8x
RCF / Debt 41.6% 97.6% 55.0% 37.3% 5.3% 16.1% 35% - 45%
(EBITDA - CAPEX) / Interest Expens 7.1x 1.0x 1.9x 0.8x 1.7x 1.9x 0.5x - 1.0x

All figures and ratios are calculated using Moody's estimates and standard adjustments. Moody's Forecasts (f) or Projections (proj.) are our opinion and do not represent the views of the
issuer. Periods are financial year-end unless indicated. LTM = Last 12 months.
Source: Moody’s Financial Metrics™

Profile

Telefonica del Peru S.A.A. (Telefonica del Peru) is the largest telecommunications company in Peru, with a total market share of
around 30% as of December 2020, according to the Peruvian telecommunications regulator — OSIPTEL. The company is an integrated
telecommunications service provider offering mobile, fixed, pay-TV and business-to-business services through its Movistar brand.
Telefonica del Peru is Peru's largest telecommunications company in terms of revenue, and a leader in all segments, with more than
10.9 million revenue-generating units (RGUs) in mobile and almost 3.3 million RGUs in fixed broadband and pay TV. In the 12 months
that ended December 2020, the company generated revenue of around PEN6.6 billion ($1.8 billion). Telefonica del Peru is controlled
by Telefonica S.A., which indirectly holds 98.94% of its shares. The remaining are traded on the Lima Stock Exchange — Bolsa de
Valores de Lima.

The company is an important subsidiary of Telefonica S.A., and one of its four fully convergent subsidiaries in the region, accounting
for around 3% of the group's consolidated assets and 4% of revenue. Telefonica S.A. entered the Peruvian market in 1994 with the
acquisition of two government-owned telecommunications companies through a privatization process, and it has invested more than
$9.2 billion in the country since then.

Detailed credit considerations

Impact of the pandemic

The rapid and widening spread of the pandemic, the deteriorating global economic outlook, falling oil prices and asset price declines
are creating a severe and extensive credit shock across many sectors, regions and markets. The combined credit effects of these
developments are unprecedented. We regard the pandemic as a social risk under our environmental, social and governance (ESG)
framework, given the substantial implications for public health and safety. As a consequence, Peru had a 12.3% GDP contraction in
2020, and we expect a 9% growth during 2021; however, we also expect the pandemic to persist at least through the second quarter
of 2021 increasing challenges, namely unemployment, for the telecom operators throughout the region to increase prices and retain
customers.

Market leader and largest integrated telecommunications company in Peru

The company had, in the end of September 2020, a leading position in different telecom segments in Peru, according to the regulator
OSIPTEL, with 29.8% of the mobile market followed by America Movil, S.A.B. de C.V. which had 29.6%. In fixed voice, broadband and
pay TV, the company is the leader, with more than 60% of the market share.

Telefonica del Peru is small compared with its global peers. However, the company is a solid competitor in Peru's telecommunications
market, positioned as the largest company in the mobile and fixed markets. The company's good revenue diversification, and access to
Telefonica S.A.'s emerging markets expertise, and regional purchasing and supply chains support a solid business model. In 2020, the
mobile segment generated 46% of Telefonica del Peru's total revenue and fixed services 54%.
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Exhibit 3 Exhibit 4
Telefonica del Peru S.A.A. Telefonica del Peru S.A.A.
Total revenue breakdown, as of 31 December 2020 Fixed revenue breakdown, as of 31 December 2020
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Intensive competition in Peru

Peru has a highly competitive and price-sensitive telecom market, which has been straining the company's top line and margin
sustainability, despite some positive underlying subscriber trends in the last quarter of 2020. In 2014, Entel and Bitel entered the
Peruvian telecommunications market and disrupted the competitive landscape of the previously comfortable two-entity market
through aggressive promotional initiatives, driving down Telefonica del Peru's and Claro's market shares and profitability. Entel is owned
by Empresa Nacional de Telecomunicaciones S.A. (Baa3 stable), and Bitel is owned by Viettel, a Vietnamese state-owned entity.

Despite the intense competition, the company's implementation of a well-defined strategy to improve its profitability to levels
comparable with those of its peers in the region could be seen as positive. Accordingly, the company plans to improve its profitability
by cutting costs and selling convergent services to its clients, thereby reducing churn, growing revenue and improving margins.

The company achieved a Moody's adjusted EBITDA margin of around 23% for the 12 months that ended December 2020, that
negatively compares with 24.5% as of year-end 2019 and 36.4% as of year-end 2016, when competition from the new entrants was
limited.

ESG considerations

Solid shareholder structure

Telefonica del Peru has a strong shareholder structure, being owned and controlled by Telefonica S.A., which indirectly holds 98.94%
of the company's shares. The remaining shares are traded on Bolsa de Valores de Lima. Under this shareholder structure, Telefonica
del Peru has access to Telefonica S.A.'s emerging markets expertise, and regional purchasing and supply chains, which supports a solid
business model. The company is one of the four fully convergent subsidiaries of Telefonica S.A. in the region, accounting for around
4% of the group's consolidated revenue. Telefonica S.A. entered the Peruvian market in 1994 with the acquisition of two government-
owned telecommunications companies through a privatization process, and it has invested more than $9.2 billion in the country since
then.

Telefonica S.A., domiciled in Madrid, is a leading global integrated telecommunications service provider. The company delivers a full
range of fixed and mobile telecommunications services, and it had 356.5 million customers worldwide as of the end of December
2020. In Spain, Telefénica S.A. is the incumbent operator and provides services to 41.8 million customers. In Latin America, the compay
has around 208.8 million customers and is the leading operator in Brazil, Argentina, Chile and Peru, with substantial operations in
Colombia, Ecuador, El Salvador, Mexico, Nicaragua, Panama, Uruguay, Costa Rica and Venezuela. In addition to its presence in Latin
America since 1991, the company has a large footprint in the UK and Germany, providing services to around 83.1 million customers.
Telefénica S.A. is a Spain-listed company, with a market capitalization of around €251 billion.
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Peru, similar to many other Latin America countries, has a regulator for the sector, namely OSIPTEL. In March 2020, OSIPTEL eased
regulations because of the social isolation in the country, enabling change, temporary suspension or termination of services by
telephone and remote execution.

Liquidity analysis

Telefonica del Peru's liquidity is good. The company has low indebtedness and a comfortable debt maturity profile. As of December
2020, the company had PEN877 million in cash, which is sufficient to cover its debt maturities until 2024.

Telefonica del Peru posted positive free cash flow as adjusted by Moody's in 2020, mainly driven by its cost control initiatives including
capex reduction to 15% of revenues from 19% the year before. Going forward, we expect the company to generate slightly negative

free cash flow.

Exhibit 5
Telefonica del Peru S.A.A.
As of December 2020
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Sources: Moody’s Financial Metrics™ and company's financials
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Methodology and scorecard

We use our Telecommunications Service Providers rating methodology, published in January 2017, in the assessment of Telefonica
del Peru's credit quality. The scorecard-indicated outcome of Ba2 for Telefonica del Peru is based on the company's results for the
12 months that ended December 2020. The scorecard-indicated outcome from our 12-18-month forward view under the rating
methodology is Bal, in line with the company's actual assigned CFR.

Exhibit 6
Rating factors
Telefonica del Peru S.A.A.

Telecommunications Service Providers Industry Scorecard [1][2] current Moody's 12-18 Month Forward View
FY 12/31/2020 As of 4/26/2021 [3]

Factor 1: Scale (12.5%) Measure Score Measure Score

a) Revenue (USD Billion) $2.0 Caa $2 - $5 B
Factor 2: Business Profile (27.5%)

a) Business Model, Competitive Environment and Technical Positioning Ba Ba Ba Ba

b) Regulatory Environment Baa Baa Baa Baa

c) Market Share Baa Baa Baa Baa
Factor 3: Profitability and Efficiency (10%)

a) Revenue Trend and Margin Sustainability Ba Ba Ba Ba
Factor 4: Leverage and Coverage (35%)

a) Debt / EBITDA 2.6x Baa 2x - 2.8x Baa

b) RCF / Debt 18.5% B 35% - 45% A

c) (EBITDA - CAPEX) / Interest Expense 2.0x B 0.5x - 1x Caa
Factor 5: Financial Policy (15%)

a) Financial Policy Baa Baa Baa Baa
Rating:

a) Scorecard-Indicated Outcome Ba2 Bal

b) Actual Rating Assigned Bal

[1] All ratios are based on adjusted financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.

[2] As of 12/30/2020.

[3] This represents Moody's forward view, not the view of the issuer, and unless noted in the text, does not incorporate significant acquisitions and divestitures.
Source: Moody's Financial Metrics™

Ratings
Exhibit 7
Category Moody's Rating
TELEFONICA DEL PERU S.A.A.
Outlook Stable
Corporate Family Rating Bal
Senior Unsecured -Dom Curr Ba1l
PARENT: TELEFONICA S.A.
Outlook Stable
Senior Unsecured -Dom Curr Baa3
Commercial Paper P-3

Source: Moody's Investors Service
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Appendix

Exhibit 8
Peer comparison
Telefonica del Peru S.A.A.
Telefonica del Peru S.AA. Telefonica Brasil S.A. Empresa de Telecom de Bogota Telefonica Celular del Paraguay
Bal Stable Bal Stable Ba3 Stable Bal Stable
FYE FYE LT™ FYE FYE FYE FYE FYE FYE FYE FYE LT™M
(in US millions) Dec-19 Dec-20 Dec-20 Dec-18 Dec-19 Dec-20 Dec-18 Dec-19 Dec-20 Dec-18 Dec-19 Sep-20
Revenues $2,362 $1,883 $1,883 $11,972 $11,243 $8,452 $482 $459 $380 $541 $459 $435
EBITDA $578 $432 $432 $5,927 $4,774 $3,581 $216 $165 $103 $256 $214 $190
Total Debt $1,373 $1,156 $1,156 $4,111 $3,244 $2,374 $295 $129 $123 $529 $577 $790
Cash & Cash Equivalents $307 $242 $242 $872 $844 $1,109 $126 $136 $126 $25 $29 $88
EBITDA Margin 24.5% 23.0% 23.0% 49.5% 42.5% 42.4% 44.9% 36.0% 27.0% 47.4% 46.7% 43.7%
(EBITDA-CAPEX) / Interest Expense 1.7x 1.9x 1.9x 6.6x 9.6x 11.1x 3.0x 5.8x -0.9x 3.0x 2.2x 2.2x
Debt / EBITDA 2.4x 2.8x 2.8x 0.7x 0.7x 0.7x 1.5x 0.8x 1.1x 2.1x 2.8x 4.4x
FCF / Debt -21.0% 0.4% 0.4% -4.5% 20.7% 47.0% 23.3% 72.3% -6.3% -7.2% -4.7% -6.6%
RCF / Debt 5.3% 16.1% 16.1% 104.5% 90.5% 111.0% 65.6% 135.8% 98.2% 13.3% 8.9% -1.4%

All figures and ratios calculated using Moody's estimates and standard adjustments. FYE = Financial year-end. LTM = Last 12 months. RUR* = Ratings under review, where UPG = for
upgrade and DNG = for downgrade.
Source: Moody's Financial Metrics™

Exhibit 9
Moody's-adjusted debt breakdown
Telefonica del Peru S.A.A.

FYE FYE FYE FYE FYE FYE

(in US Millions) Dec-15 Dec-16 Dec-17 Dec-18 Dec-19 Dec-20
As Reported Debt 504.8 543.3 579.2 630.2 1,372.7 1,155.8

Operating Leases 319.8 318.9 397.9 379.0 0.0 0.0
Moody's-Adjusted Debt 824.6 862.2 977.0 1,009.2 1,372.7 1,155.8
All figures are calculated using Moody's estimates and standard adjustments.
Source: Moody’s Financial Metrics™
Exhibit 10
Moody's-adjusted EBITDA breakdown
Telefonica del Peru S.A.A.

) - FYE FYE FYE FYE FYE FYE
(in US Millions) Dec-15 Dec-16 Dec-17 Dec-18 Dec-19 Dec-20
As Reported EBITDA 900.5 847.6 554.2 365.2 377.6 293.9

Operating Leases 114.3 105.6 131.8 129.9 0.0 0.0
Unusual 85.9 57.1 106.6 133.7 199.3 138.4
Non-Standard Adjustments 0.0 -0.4 -0.4 -1.7 1.0 0.0
Moody's-Adjusted EBITDA 1,100.7 1,009.9 792.2 627.2 577.8 432.3

All figures are calculated using Moody's estimates and standard adjustments.
Source: Moody's Financial Metrics™
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