CHALLENGES FOR THE INFRASTRUCTURE DEVELOPMENT IN BRAZIL
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Economic Recovery and Fiscal Consolidation
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ECONOMIC RECOVERY
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UPGRADE INFRASTRUCTURE IS NECESSARY FOR:

ECONOMIC w Reduction of logistic costs

w Reduction of service gap
w Productivity increase

GROWTH

w Demand expansion
A|_P|_OE\\//I|EAF\2T-I|-(Y)N w Reduction of unemployment rate

w Value added to local economy

REGIONAL w Spatial and economic integration
DI=AY/=N®\Y/I==)N| «Promotemanufacture and services

Integration
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BRAZIL HAS SUCEEDED TO SET INFLATION PATH TOWARDS ITS TARGET
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FOREIGN CONFIDENCE ABOUT BRAZILIAN FUNDAMENTALS HAS RISEN
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VALUE OF BRAZILIAN COMPANIES PRECEDES THE ECONOMIC RETAKEN

04/28/2017 01/26/2016 Chg %

l Ibovespa (IBOV) 65.071 37.497|  73,5%
| Petrobras (PETR3) 14,54 5,96 144,0%
75.000 I Vale do Rio Doce (VALE3) 27,52 8.61| 219.6%
| Banco do Brasil (BBAS3) 32,61 12,28 165,5%
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2017 FIRST QUARTER FORSEES THE END OF 8 QUARTERS RECESSION
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HOUSEHOLD INDEBTEDNESS IS FALLING
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CREDIT DELINQUENCY RATES STARTED DECREASING
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Structural, Regulatory and Infrastructure Legal
FrameworkReforms
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STRUCTURAL REFORMS

C New Fiscal regime: Constitutional Amendment 95/2016 of the
Public Expenditure Cap.

¢ Extension through 2023 of the Delinked Federal Revenues
(DRU).

C Social Security Reform towards a balanced, sustainable and
demographic updated system.

¢ Labor Reform, with legal framework modernization,

strengthening Labor Collective Agreements.
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TAMING PUBLIC EXPENDITURE IS THE MAIN GOAL OF NEW FISCAL REGIME
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AND SOCIAL SECURITY REFORM IS NECESSARY
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SOCIAL SECURITY EXPENDITURE SCENARIO WITHOUT REFORM
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REGULATORY AND INFRASTRUCTURE LEGAL FRAMEWORK

C Regulation improvements in the Natural Gas Industry, reducing
Petrobras Market Share.

¢ Law for Investments in Existing Concessions in infrastructure,
authorizing for renewing concessions before expiration. (R$ 20 bi in
railway)

¢ Law on Land Regularization, legalizing land appropriation.

C Unitization of Oll Fields, ruling oll fields that are found beyond
auctioned boundaries.

C Revision of Local Content for Oll Fields Policy, rationalizing

requirements for the next auctions. ﬁ
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BUSINESS ENVIRONMENT IMPROVEMENT

¢ Creation of a new Long Term Interest Rate (TLP), fostering long term credit
concessions, increasing the monetary policy effectiveness and reducing public
expenditure with interest equalization policies.

¢ Gradual Reduction of the Additional Fine of FGTS (10%), reducing the employment
cost for business.

¢c Distribution of the FGTSO0s Net | nc ome, ma k
iIncentivizing domestic saving.

cC Withdr awal from FGTSO6s I nactive Accounts u
economic funding.

¢ Use of FGTS for real estate debts on delay up to 12 months and to Purchase Real
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THE GOVERNMENT IS DISCUSSING NEW INITIATIVES

Regulatory Framework of Expropriation/Eminent Domain, reducing the timeline.
New regulatory framework for telecommunications, updating regulatory framework, focused
In a competitive market and more investments in broadband.

¢ Improvements in Regulatory Framework for Mining, with the creation of a new regulation
agency.

¢ Fewer constraints for foreign investments in rural properties.
Environmental Licensing, differentiating processes considering complexity of projects.

Simplification and agility of concessions and PPPs, especially small ones.
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Cconcessions In Infrastructure
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INVESTMENT PARTNERSHIP PROGRAMT PPIT SECOND STAGE

¢ Expansion of the Investment Partnership Program (PPI)

¢ Investments of R$ 45 billion in 55 projects in the areas of
transportation, energy and 15 new state / municipal
sanitation projects

¢ Will be auctions, concessions and other operations to ‘ '
encourage private initiative to create and improve the R$ 45 billion
Infrastructure in the Country 55 projects

C More predictability with clear and defined calendar and rules

C Potentialtogenerate200thousandjobs. O © 0606000 0090
Y Y Y Y Y vrvyYyvy.'
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HIGHLIGHTS i1 PROJETO CRESCER

AIRPORTS

Auction of 4 airports: Fortaleza, Salvador,

Porto Alegre and Florianépolis

HIGHWAYS

Concession of the road section BR 101-RS. Auction

scheduled for November 2017.

BR-364/365 auction scheduled for December 2017

OIL AND GAS

4th round of marginal oil fields scheduled for

May 2017.
14th round of exploratory oil and gas blocks.

PORTS
Auction of 3 port leases scheduled for March and
April 2017 (two fuel terminals in Santarém and

one grain terminal in Rio de Janeiro)




DISTRIBUTION OF INVESTMENTS - R$ 45 BILLION IN 55 PROJECTS

RAILROADS =25.0 BILLION

5 railroads already granted enter the process of early
renewal of the contract in exchange for investments:
MRS grid (which passes through Minas Gerais, Rio de
Janeiro and S&o Paulo), Carajas Railroad (Para and

ENERGY =12.7 BILLION Maranh&o), Vitéria-Minas Railroad and FCA (Midwest

35 of electric power transmission lines and Southeast), as well as ALL - Malha Paulista.

PORTS = 1.3 BILLION

Public port terminals - extensions of existing

contracts and concessions of new areas in

Santana (PA), Itaqui (MA) and Paranagua (PR)
HIGHWAYS = 6.0 BILLION

Concession of BR-101, in Santa Catarina, and

ports. In addition to the extensions of contracts in

the ports of Santos (SP), Vila do Conde (PA) and

studies with a view to conducting new bids for Niterdi (RJ).

three highways: Nova Dutra, CRT and Concer.




