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Common Concessions and PPPs

Common concessions (regulated by Law no. 8,987/95) and Public-
Private Partnerships (requlated by Law no. 11,079/04) are used by the
Government (Federal, State and Municipalities) to attract private
investors (local and foreigners) for the development of activities in many
sectors, providing services to the customers or to the Government itself.

Many of the essential infrastructure projects for the FIFA World Cup and

the Rio Olympic Games were structured under the common concessions or
PPP model.

There is still a very large need for investment in infrastructure in all
the sectors.

In addition, services to the Government, such as public lighting, waste
disposal, defense systems, telecommunication systems, prisons, airplanes
maintenance, and many others can be structure as a Public-Private
Partnership.
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PPP Differentials

» PPP can replace existing procurement model used by the
Government (direct procurement, regulated by Law 8,666).

» The adoption of PPP instead of direct procurement is a win-win situation
because:

- PPP is a long term agreement (up to 35 years), which better aligns
the interest of the private party and the interest of the Government.

- PPP (long term agreement) allows the private party to invest in
equipment and technology that will provide better services and
reduce costs.

- Government is not procuring the means (construction or an
equipment) but the end result (services).
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PPP Differentials

» PPP also allows, vis-a-vis the current procurement model:

- the private party to propose, develop and implement better
solution methods and processes.

- the Government to obtain an integrated supplier.

- adjustments to the scope of the agreement, and the means (chosen
by the private party) to reach such scope and the price of the agreement
during its life.
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Some Examples of Successful PPPs

Hospitals (states of Sao Paulo and Bahia), including or not the rendering of
the medical services itself.

Medical exams (State of Bahia).

Schools (City of Belo Horizonte).

Highways (States of Sao Paulo and Minas Gerais).

Urban mobility (States of Sao Paulo, Goias, Rio de Janeiro and Bahia).
Soccer stadiums (States of Rio Grande do Norte, Pernambuco and Bahia).

Logistics for the manufacturing and distribution of pharmaceuticals
(State of Sao Paulo).



MATTOS FILHO >

PPP® Ri D) 5= 5
AR (EEY—EXBROREEESL / EELL, Y30 0M, /3 —F i)
BERREOMT (VX1 —T7 M)
FH (RAKY Y UFH)
SIRERR (oo, SFRTTSARIM)
MHE (Foo0, TATRM. UFTOvRA M, /84 —FH)
BYIN—REZOTL (VATSTEILTM. RILF2 T, 34 =7

HFNDEE - EEOWTR (/8o 0M)



MATTOS FILHO >

Some Examples of Successful PPPs

Construction and operation of prisons (States of Minas Gerais and
Amazonas).

Operation and maintenance of regional airport (State of Minas Gerais).

Center for issuance of documents (States of Espirito Santo and Minas
Gerais).

Integrated monitor and control Center (Federal District).

Construction and maintenance of low income housing (Federal District and
State of Sao Paulo).

Development of new city area, construction and management (State of
Rio de Janeiro).

Maintenance of environmental protected areas (State of Minas Gerais).
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Some Examples of Successful PPPs

Construction and operation of water supply systems to State Controlled
water and sewage companies (States of Sao Paulo and Alagoas).

Construction and operation of sewage treatment systems to State
Controlled water and sewage companies (States of Pernambuco, Bahia, Minas
Gerais, Alagoas and Espirito Santo).

Military housing and military school.
Street lighting (City of Caraguatatuba).

Technology center for storage of data (Federal Government — Banco do
Brasil and Caixa EconOmica Federal).
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PPP Requirements

Construction OR Supply of Equipment + Services.

There is no legal requirement on the amount of construction or supply of
equipment (it does not need to be a relevant figure).

» Services rendered to citizens that are not self-sustainable; OR

Services rendered to the Government (Federal, State or Municipal
level).

» EXxisting services or new services (Smart Cities, new techonogies).
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PPP Relevant Features

TECHNICAL QUALIFICATION IS A DRIVING FACTOR:

» The competitive bidding procedure for the execution of PPP agreements may
include a relevant qualification stage, under which bidders not able to
demonstrate detailed previous experience will not be allowed to be
granted the PPP agreement.

» In addition, the technical qualification of the bidder and of its proposal is a
criteria used (together with lowest price) to select the winner.
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PPP Relevant Features

INTEGRATED SOLUTION TO BE PROVIDED:

» The competitive bidding procedures for the execution of PPP will request the
private parties to develop its own structures and processes to deliver
the services (results) aimed by the Government, allowing companies to
benefit from their own expertise and better technology.

» As more than one aspect is involved (construction, supply of equipment and
operation) cooperation between some players (consortium) may allow
competitive advantage in the bidding process.
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PPP Relevant Features

EXPRESSION OF INTEREST PROCEDURE (PMI):

Private parties can propose PPPs or common concessions to the
Government.

If the Government agrees it will open a public procedure to allow
companies to prepare and submit complete drafts of the Request for
Proposal (RFP) for a bidding (legal documents, financial modeling and
technical concepts).

Government will review those materials and prepare the final RFP.

Company(ies) whose studies were used by the Government will be
reimbursed by the winner of the bid if it(they) is(are) not the
winner(s).

Opportunity to influence the modeling of the project, which provides clear
and legal competitive advantage in the bidding process.
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PPP Relevant Features

GOVERNMENT FUNDING:

BNDES and CAIXA funding: State-owned banks usually play a significant
role in financing PPP projects offering subsidized credit lines.

Infrastructure debentures: Debentures issued by a special purpose entity
(SPE) in order to raise funds to be invested in infrastructure projects
considered priority by the Government. The main advantage consists in tax
benefits for its buyers, which can be of a zero-rate to individuals and
foreign buyers or a 15% rate for corporate entities.

CAPEX debentures also have the same tax benefit for foreign buyers
and can be used for any capex investment (not only infrastructure),
including between related parties.

Contribution of resources (specifically authorized by law): the PPP
Agreement may provide for the contribution of resources by the
Granting Authority to the private partner to carry out construction or
acquire equipment.

More favorable tax treatment and reduction of equity investment.
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PPP Relevant Features

UBLIC GUARANTEES:

» Public partner provides guarantees to assure payment to private
investors.

» Royalties, Federal revenues granted to States and Municipalities, shares
of listed state companies, receivables of State-controlled water and sewage
companies and others.
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PPPs under development

Electric car systems (City of Rio de Janeiro).
Parking garage (City of Sao Paulo and Belo Horizonte).

Monitoring and collection of cars with pending debts (State of Sao
Paulo).

Water transportation system (State of Espirito Santo).
Airplanes communication system (Federal Government).
Manufacturing of signs and car plates (State of Minas Gerais).

Digital identification system (State of Espirito Santo).
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PPPs under development

Aerospace technology and qualification center (State of Minas Gerais).
Forensic science center (State of Minas Gerais).

Army science and technology center in city of Guaratiba (Federal
Government).

Supply and fleet management for the Brazilian Army (Federal
Government)

Digital data platform (City of S3ao Paulo).

Operation of street clocks and advertisement boards(Federal District).
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PPPs to be developed

Any construction or supply of equipment + service to the Government.

Indutrial players can think about PPP in which their equipment is relevant
(example: public lighting).

Industrial players can deliver solutions (example: TV devices used in
telecommunications systems).

Technology-driven projects.

Operation and maintenance of existing assets (subways, railways, public
signaling systems, etc.).
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Opportunities overview

HIGHWAYS:

» Federal and State concessions (the Federal Government and the State of Goias are expected to
publish RFP for the concession of highways in 2015).

RAILWAYS:
» R$99.6 billion estimated to be invested in 11,000 km of rail lines.
» Federal Government expected to publish RFPs in 2015/2016.

PORTS:

» Around 100 concessions of public terminals in the pipeline (RFPs should start in the second
half of 2015).

HEALTH SECTOR:
»  Projects under development in the States of Sao Paulo and Espirito Santo and in the Federal District.

»  Opportunities in this sector include hospital complexes, digital data platforms, logistics for
the distribution of pharmaceuticals and rendering of services related to ancillary
activities.

» Change in law allows foreign players to acquire hospitals.
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Opportunities overview

URBAN MOBILITY:
» There are around 360 projects included in “Urban Mobility Programs” in Brazil.

»  Opportunities of PPPs in the States of Parand, Minas Gerais and Rio Grande do Sul, mainly related to
subway systems, BRT (bus rapid transit) and light rail vehicles.

URBAN IMPROVEMENTS:

» Focus on Municipalities: related to the main aspects of (re)organization of each area. Projects
regarding street lighting, new City Halls, public parking, and technology parks.

»  Opportunities in this sector include a vast range of projects in the States of Sao Paulo, Mato Grosso,
Espirito Santo and Minas Gerais.

WATER AND SEWAGE:

» Projects in this area are currently being structured all over Brazil by Municipalities and State
controlled water and sewage companies.
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Opportunities overview

EDUCATION:

>

Projects under development include the supply of educational equipment and construction and
maintenance of schools in the States of Sao Paulo and Minas Gerais.

DEFENSE:

>

Priority projects of the Federal Government: the Public-Private Partnership Managing
Committee ("CGP”), by its Resolution No. 3/2011, has defined 6 priority projects in the defense
sector.

Development of weaponry for the Brazilian Army, construction and maintenance of hospitals,
training complexes and schools, supply and fleet management for the Brazilian Army, boarder
control, among others.

AIRPORTS:

>

3 to 5 existing airports to be auctioned (Porto Alegre, Florianopolis, Salvador, Vitéria do
Fortaleza).

Regional Airports Development Program (Programa de Desenvolvimento da Aviacao Regional-
PDAR): created by Federal Law No. 13,097 of January 2015 — establishes some subsidies by the
Federal Government, such as the payment of airport and air navigation tariffs, additional airport
fees, and passenger transport costs.

Opportunities expected in the State of Sao Paulo for the concession of 5 (five) regional-
airports.
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THANK YOU!

Bruno Werneck
Partner
Infrastructure Practice
bwerneck@mattosfilho.com.br
Phone: 55 11 98511-5339
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