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1. INTRODUCTION

1.1 Brazil Market Challenges and Entry Strategies

Conducting business in Brazil requires a thorough knowledge of the local environment and a corresponding strategy.
U.S. companies seeking to invest in Brazil should take the time to learn about potential costs such as those related
to distribution, Government procedures, employee benefits, environmental laws and the tax structure. The local
public procurement process in particular can be difficult for outsiders to navigate. The Brazilian Government is the
country’s biggest buyer of goods and services, and a likely consumer of U.S. exports, so it is important to develop an
understanding of the procurement system. U.S. exporters may find themselves at a competitive disadvantage in
Brazil if they do not maintain a presence on the ground, such as established partnerships with Brazilian companies
or some type of local subsidiary.

U.S. companies will have to pay tariffs, and they will face complex customs and legal systems. There are also local
content regulations in place for foreign companies that manufacture equipment in the country, requiring that a
minimum percentage (varying depending on the type of equipment) of domestic content (materials and parts) are
made in Brazil rather than imported.

Even among all of these challenges, partnering with the right Brazilian company could help in managing some of
these burdens. Success in Brazil’s business culture relies heavily upon developing strong personal relationships. In
most cases, U.S. firms need to develop a local presence and they should invest time in developing relationships by
making frequent visits to Brazil. The U.S. Commercial Service suggests that U.S. businesses meet one-on-one with
potential partners, and even offers a slate of services such as the Gold Key Matching Service, which facilitates
meetings with pre-screened potential clients or partners.

U.S. companies should also consider working through a qualified representative or distributor when developing new
business in the Brazilian market. Some firms may need to establish an office or joint venture in Brazil (depending on
the type of business) as it is difficult for U.S. companies to participate in the public sector procurement process at
the federal or state levels without a Brazilian partner or a physical presence in-country.

The Brazilian Government’s procurement rules apply to purchases made by public entities including state-owned
companies. Brazil has an open competition process for major Government procurements. The Government may not
make a distinction between domestic and foreign-owned companies during the tendering process; however, when
two equally qualified vendors are considered, the law’s implementing regulations allow for a preference to Brazilian
goods and services.

Brazil uses least-cost procurement methods and price is the overriding factor in selecting suppliers. However, the
law allows for the consideration of non-price factors, giving preferences to certain goods produced in Brazil, and
stipulating local content requirements for fiscal benefits eligibility. Additionally, nearly all bids require establishment
of a local representative for any foreign company participating in the process. Foreign competition in Brazil’s
transportation sector is strong, with a solid presence of European and Asian companies. Therefore, U.S. should be
prepared to compete in that environment.

1.2 Brazil’s Transportation Sector

If you want full access to this guide, please fill out the request form at:
https://build.export.gov/brazil/infrastructure_form requestguide/index.asp
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2. AVIATION

2.1 Auviation Opportunities in Brazil

The Brazilian Government’s June 2015 decision to concession airports in Florianopolis, Fortaleza, Porto
Alegre and Salvador offers U.S. companies the opportunity for market entry.

LATAM Airlines’ plan to develop a hub in the Northeast will likely require a substantial amount of airport
technologies. Other aviation programs such as the Regional Aviation Development Program (PDAR),
include the improvement and modernization of 270 regional airports, poses additional opportunities for
U.S. exports.

Because new private airport operators are not bound by traditional public tendering procedures, U.S.
companies may engage directly in an effort to feature their products and services. Given the challenging
timelines in their concession investment contracts, operators are concerned with timely delivery of
products and services.

U.S. businesses should expect private operators to take a long-term view on the technologies they select
in that they value quality, and do not let price serve as the sole criterion. Private airport operators typically
have a solid understanding of leading aviation technologies.

Current and future concessionaires will need to work with international suppliers of ICT services and
systems that support airport applications, in order to improve their respective airports.

There is great opportunity in Brazil’s aviation sector and the key for U.S. firms is to engage early in the
process. They should make contact with potential private operators (consortiums) that will need aviation
services and technologies to fulfill their contractual obligations with the state and federal Governments.
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Federal and State Airport Concessions

Information on Airports to be Concessioned
Additional State Airports Expected to be Concessioned
Private Airport and Air Hub Developments in Brazil

Regional Aviation Development Program (PDAR)

Brazil Aviation Overview and Regulatory Framework

If you want full access to sections 2.2 to 2.7, please fill out the request form at:

https://build.export.gov/brazil/infrastructure form requestguide/index.asp
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3. HIGHWAYS

3.1 Highway Concession Project Opportunities

In June 2015, the Brazilian Government selected 15 highway corridors as candidates for concession. U.S.
companies may benefit from these concessions, especially in terms of supplying ITS systems and heavy
duty construction equipment. The Government may announce additional concessions in 2016 and U.S.
companies should follow this process closely to determine how they can become involved.

New highway operators are not bound by tedious public tendering procedures, allowing U.S. companies
to engage directly with concessionaires, as well as those competing for new contracts in 2016. U.S.
companies should keep in mind that highway operators face strict timelines, and will require rapid delivery
of products and services.

One benefit for U.S. companies is that highway operators are not procuring solely based on low cost; they
are looking to acquire quality, dependable highway technology such as ITS and ICT systems to support
revenue collection operations. Additionally, the Brazilian Government selected standards from the
National Transportation Communications for Intelligent Transportation Systems Protocol (NTCIP) for
implementing ITS systems in the country. The type of equipment and services required by each highway
concession project varies and that information will not be available until the official bidding begins.

The following provides a list of features, equipment and systems that will most likely be required for the
highway concession projects.
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ITS Systems Needed

» Implementation of digital monitoring system through CCTV-IVA for 100% highway coverage

» Radio and digital systems for the dissemination of highways conditions (events, closures,
weather, etc.)

Transmission of highway related information to control center

Implementation of digital systems for managing highway projects such as information exchange
between operator and highway users, highway assistance programs for all users (ambulance,
towing, repair services)

Access to highway information 24/7 through Wi-Fi

Implementation of weigh-in-motion systems

Implementation of traffic management and control centers

Implementation/upgrade of electronic toll collection systems (ETC)

Implementation of variable message sign systems

Implementation of a “point to point” toll collection system

ICT equipment such as servers, computers, software and hardware to support the operation and
maintenance of the highways

Y VY

YVVYVVVYVYVYYVY

Because highway operators are private entities, they can engage directly with foreign firms, bypassing the
federal and state procurement processes, which translates into a less bureaucratic environment for U.S.
companies. Some highway operators have import/export licenses that allow them to introduce
technologies and equipment based on their demands, thus reducing the need for intermediary services
or local agents. This dynamic facilitates the operators’ ability to acquire equipment directly from foreign
companies.

The key for U.S. firms is to engage early by making contact with private highway operators (consortia)
who will require technologies and services to fulfill their contractual obligations with the state and federal
Governments.

3.2 Highway Concessions

3.3 2016 Highway Concessions — First Round

3.4 2016 Highway Concessions — Second Round

3.5 State of Sao Paulo Highway Concession Program

3.6 Integrated Network for the Collection of Electronic Information Project

3.7 Brazil Highway Overview and Regulatory Framework

3.8 U.S. Department of Transportation (USDOT) and Brazil’s Ministry of
Transport (MOT)
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4. PORTS

4.1 Market Opportunities in the Port Sector

Through recent investments, Brazil is making great strides to expand and enhance its port sector. The
rapid growth at Brazil’s production centers drive the need to invest in additional infrastructure expansion.
U.S. companies may benefit from these projects in terms of supplying advanced technologies, professional
services and civil works in terms of dredging. It is evident that the local Brazilian market on its own cannot
supply all of the necessary services and technologies that the port sector needs, representing market entry
opportunity for U.S. companies.

Over the next five years, Brazil’s port infrastructure will receive an unprecedented flow of new
investment, creating a unique window of opportunity for international investors, including U.S.
companies. What’s driving the investment is the growth of exports such as agriculture and mining
commodities, including soy beans and iron ore. As a result of the PIL program, private sector companies
will likely invest $12 billion in Brazil’s ports and corresponding terminals.

Brazil has limited experience in deploying advanced port technologies, such as terminal operation and
management systems, ICT systems for port operations, Vessel Traffic Management Systems (VTMS),
communications and radar technologies, security systems, RFID and OCR systems. As U.S. companies have
an excellent track record with feasibility studies, engineering designs and technology, this project may
pose an opportunity for them to enter and thrive in the market of Brazil’s port sector.

The national dredging program (PND2) expects investments of $1.8 billion, which U.S. companies may
capitalize on. The port security market will likely grow. Brazil has not faced as many threats of terrorism
as other countries, which means that until now, it was not highly focused on port security. As globalization
continues to make our world more inter-connected, there will be stricter screening and security processes
that all international shipments must pass through. There will be enhanced integration of general port
security which is likely to require significant investment on security systems including features such as X-
ray machines, cargo screening equipment, CCTV systems, OCR and RFID.
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Brazil’s Priority Transportation Projects

Technologies and Services Required in Port Concession Projects:

4.2

4.3

4.4

4.5

4.6

4.7
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Terminal operation and management systems
ICT systems for port operations

Vessel Traffic Management Systems (VTMS)
Communications and radar technologies
Security systems

RFID and OCR systems

Dredging operations

Vessel Traffic Management System (VTMS)

Portolog Program

Dredging Projects

Port Concession Projects

Opportunities for Port Area Leasing: Step 1 for Group 1

Brazil’s Port Sector Overview and Regulatory Framework
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5. RAILWAYS

5.1 Brazil’s Railway Opportunities

Brazil’s rail technology market will develop dynamically over the next five to ten years. As the volume of
raw materials for export grows, so will the demand to expand rail lines and connect them with the ports.
If the Government continues investing in rail infrastructure, the private sector will likely commit to its
share of investments. In addition to the agriculture sector, mining companies are big stakeholders in the
rail sector and will likely push for development.

The concession of new rail corridors will create a market for products such as:

Rolling stock;

Train control systems;

Signaling and communication systems;

Track material and equipment;

Installation of track systems;

Track inspection systems;

New freight wagons; and

Rail maintenance equipment and locomotive spare parts.

VVVVYVYVVYVYY

The after-sales market (refurbishment, maintenance and repair of rolling stock, renewal and maintenance
of infrastructure) is also expected to surge as the freight rail sector grows with more lines, and
subsequently requires maintenance. Global leaders in the railway business have already made significant
investments in Brazil’s manufacturing plans, as they expect a high rate of return.

U.S. companies providing rail equipment and services such as GE, EMD, Progress Rail, RailPro and Harsco,
have established manufacturing plants and/or offices in Brazil. U.S. companies should be able to compete
in this market, notwithstanding the fact that these U.S. manufactures have to adhere to Brazilian “local
content” regulations that require a minimum percentage of domestic content (materials and parts) to be
made in Brazil, rather than imported.
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Brazil’s Priority Transportation Projects

Freight Rail Operators

Freight Railway Concession Program

Railway Concession Opportunities in 2016

Freight Railway Operational Systems Standard

Overview of Freight Railway and Regulatory Framework
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6. MASS TRANSIT SYSTEMS

6.1 Brazil’s Urban Passenger Transportation Overview

As urban populations in Brazil continue to grow, so does the demand for transportation options, posing a
tremendous challenge for federal, state and municipal governments. The Ministry of Cities is an
autonomous federal agency that works to establish strategies, direction and priorities supporting the
development of Brazil’s cities. One of the Ministry’s largest federal programs involves public
transportation initiatives such as metros, Bus Rapid Transit (BRT), mass transit and traffic improvement.

Public transportation agencies such as SPTrans in Sao Paulo and the Public Agency for Transportation and
Circulation (EPTC) in Porto Alegre are planning to implement Advanced Public Transportation Systems
(APTS) for their bus fleet, and associated control centers for bus management operations. There is strong
interest in incorporating ITS and ICT in public transportation systems, as state and municipal
transportation agencies seek solutions for improving the safety and efficiency of existing systems.

6.2 Passenger Rail Transportation Projects

6.3 Bus Public Transportation System Project

6.4 Porto Alegre’s Public Agency for Transportation and Circulation (EPTC)

If you want full access to sections 6.2 to 6.4, please fill out the request form at:
https://build.export.gov/brazil/infrastructure form requestguide/index.asp

July 2016

=

3

-

=

. &
=

=

=

=
-
el
Py
=3

-

=
I

a

=

-
=
=

|


https://build.export.gov/brazil/infrastructure_form_requestguide/index.asp

7. FINANCING

The main sources of infrastructure funding in Brazil are financing on the capital markets, including
infrastructure debentures and credit lines from the Brazilian Development Bank (BNDES). This section of
the report provides information released by the Brazilian Government on the various sources and
mechanisms for financing transportation infrastructure.

7.1 Capital Market Tools

The Brazilian Government has developed new capital market tools to incentivize foreign investors to fund
local transportation infrastructure projects. Infrastructure debentures (Debentures de Infraestrutura)
were created in 2010, offering non-resident investors an exemption from corporate income tax and
financial transactions tax.

Non-resident investors can also enter the market through infrastructure-linked investment funds (Fundos
de Investimento em Direitos Creditorios — FIDCs). With this funding mechanism, non-resident investors
are exempt from income tax and financial transaction taxes for investments in funds allocating at least
85% of the fund’s assets to Infrastructure Debentures.

7.2 The Brazilian Development Bank (BNDES)
7.3  Other Financial Institutions

7.4 Additional Organizations Promoting U.S. Exports in Brazil
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