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WEF International Pavilion
Program

WEF buys a large space in a prime
location on the show floor and breaks
it down into individual booths,
complete with all furnishings.
Additional benefits include:

* One WEFTEC Priority point
towards next year's WEFTEC
booth selection

* Free translation services (when
applicable)

» Assistance with connecting to the
US Commercial Service local
representative

* pre- and post-show marketing

» Pavilion staffed by WEF
employees

»  All show logistics coordinated by
me. Goal to make this exhibiting
experience as hassle-free as
possible.

We are bringing a WEF Pavilion to 8 shows in 2015: Water Philippines, WETEX Dubai, IE Expo Shanghai, FENASAN
Brazil, IFAT Johannesburg, ACODAL Colombia, Aquatech Amsterdam, and ANEAS Mexico.
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Gold Key Service

Contacting potential business partners (commercial
representatives, importers, agents, end-users) in
Brazil to introduce U.S. technologies and to schedule
one-on-one appointments with interested parties.

4 — 5 appointments will be scheduled over one or two
days. A 6-week lead time is required for these
services.

The Gold Key fees range from US$ 700 for small
companies to US$ 2,100 for large firms.

Contact for the US Commercial Service at the US
Consulate in Sao Paulo: Teresa Wagner at
teresa.wagner@trade.gov. Teresa will be with us in
our WEF Pavilion at FENASAN Brazil to assist our
exhibitors.
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Webcast Special Offer

Reserve space within the WEF Pavilion at FENASAN Brazil by close
of business today and receive 10% off. Cannot be combined with
current promotion of 25% off the third show when you reserve space
In 3 or more shows.
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Mr. Gesner Oliveira

Managing Partner at GO Associates

Former Chairman of SABESP, one of the largest water companies in the world
Consulted for major public and private groups in sanitation in Brazil.

Visiting scholar at Columbia University (2006)

President of CADE, the federal antitrust authority (1996-2000);

Acting Secretary for Economic Monitoring of the Ministry of Finance of Brazil (1995).
Deputy Secretary of Economic Policy of the Ministry of Finance of Brazil (1993-1995)
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The U.S. Commercial Service:
Our Network of Trade Professionals
Opens Doors that No One Else Can

» The U.S. Commercial Service
provides U.S. companies unparalleled
access to business opportunities
around the world

= AsaU.S. Government agency, we
have relationships with foreign
government and business leaders in
every key global market

= Every year, we help thousands of U.S.
companies export goods and services
worth billions of dollars.
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Contact us today to
connect with a world of opportunities.

U.S. Commercial Service in Sao Paulo, Brazil

Thomas Hanson
Commercial Officer
Phone: (55-11) 3250-5304
Thomas.Hanson@trade.gov

Teresa Wagner

Commercial Specialist, Environmental Technologies
Phone: (55-11) 3250-5177
Teresa.Wagner@trade.gov

US.
www.export.gov/Brazil COMMERCIAL
export.qov/Bra conE

United States of America @ ©
Department of Commerce

U.S. Department of Commerce | International Trade Administration | U.S. Commercial Service
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Three points...

e Given its GDP per capita, Brazil should have higher water &

sanitation coverage

e Private Brazilian groups have been growing since the creation of

the new regulatory framework of the W&S sector

e The tragic situation of the Brazilian water & sanitation sector is

also a major business opportunity
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1. Given its GDP per capita, Brazil should have
higher water & sanitation coverage...
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Sanitation challenges in Brazil are huge...

Impossibility to
implement sewer pipes.
Need to perform
partnerships with local
governments to solve
those problems. Intense
work with the population

Source: Sabesp

Legal obstacles to provide
services.
High apparent and real
losses high

Low adherence.
Rising costs.
Decreasing revenues.
Difficulty of
connection

associados
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The irregular occupation contributed to the
decreased availability of water ...
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Given its GDP per capita, Brazil should have more

water & sanitation...
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Sanitation is one of least developed segments of the

Brazilian infrastructure...

Water & Roads and
Sanitation railways '

Level of development and competitiveness of the sector

Less developed More developed

. 15
Source: Apresentacdo Dr. Mascarenhas — CNI (Férum Estaddo, 13/09/2012) associados



Brazil has to increase investment in infrastructure...

Investment in infrastructure as a
share of GDP by sector

Period 1971/1980 1981/1989 1990/2000 2001/2010
(% GDP) 5,42 3,62 2,29 2,13
Eletricity 2,13 1,47 0,76 0,61
Telecommunication 0,8 0,43 0,73 0,7
Transport 2,03 1,48 0,63 0,64
Water & Sanitation 0,46 0,24 0,15 0,18

Source: Castelar Pinheiro (2012) and Frischtak (2011)
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Creation of the regulatory framework is more recent

than in other infrastructure sectors...
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Indicators of water and sewage in Brazil need to

improve ...

82.7

48.3

38.7

Total Water coverage Total sewerage coverage treatment of sewage Wastewater treatment

generated

Source: SNIS 2012 associados 18



Coverages in water & sanitation are low in Brazil...

Water service rate Sewage service rate
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Information system on water and sewage has

serious gaps...

Water service rate

In,, = Imdice de alendimerio urbano
do agua

B o 31 pranic sy
ANGn 00 % (130 municimoa)

B 2800 % (3% monicipion)
BIYI.ETS  5S0 RIS 1.100 80,10 S000 (33 pron el

e e B -oonn et s

Freges, b POLCEHICS, S I g i
Peridicing Ceniml 20 W G

Source: SNIS 2012

Sewage service rate

In,.. - Indica de abandimana urbara
B gl

- oo {180 mnicipis)
1002200 % {140 municipion)
201 a400% (244 municipios)

OI3T.575 S50 B25 1104 AT R i

e I T NN
Frojesse POLICOMICA Som Informaic
Parsickinne Canral: 587 W Gy
associados

20



Map of NRW in Brazil is tragic...

Distribution Water Losses Index
(%)

Acre 60,00
Amapa 48,24
Amazonas 71,87
Para 45,24
Rondonia 52,29
Roraima 57,02
Norte 49,28

Alagoas 36,06

Bahia 37,72

Ceara 38,72

Maranhgo 39,53

Paraiba 38,62

Pernambuco 54,69

Piaui 53,47

Rio Grande do Norte 55,50

Nordeste 44,58

Espirito Santo 35,25

Minas Gerias 33,06

Rio de Janeiro 31,76

S80PAUID i S22
Sudeste 33,48

Parana 33,00

Rio Grande do Sul 40,33

R SantaCatarina 3476

Estado / Regido
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Current annual investment stagnhated since 20009...

RS billions in December 2013
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Share of investments* in sewage has grown in

recent years...

57%

56% 55%

53%

559 50% 54%

52% 59% 56% 47% 54%

m AGUA ™ ESGOTOS

Source: SNIS

* Bi RS Dez 2013 - IPCA
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PLANSAB is too optimistic for the period 2014-18...

RS billions of December 2013
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At the current rate of investments, Brazil will
achieve universal in about half a century...

Scenarios Year of universalization
Water Wastewater

1 — Maintenance of current investment 2039 2060
levels
2 — Double of the current investment 5021 5031
levels
3 — Maintenance of current investment
levels with a 30% increase in 2028 2042
productivity
4 — Double of the current investment
levels with a 30% increase in 2017 2024

productivity

Investments
Universal Until 2060
RS 255 bi RS 255 bi
RS 220 bi RS 255 bi
RS 165 bi RS 186 bi
RS 150 bi RS 186 bi

Source: GO Associados
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Water shortage in Sao Paulo shows that innovative
policies have to be introduced...

Cantareira system

associados
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Sistema Cantareira drought could not be

forecasted...
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1600

Current

1400

crisis
A

1200

1000

800

600

400

200

O rrrrrrrrrrrrrr0 110117171 r1r 1T T T T T T T T T T T T T T T T T T T T T T T T T T

QQ%SQ j@%ﬂ; j&%%? i@%%y 4@%29 jg%zg ‘ZSE%? é%%%y é%%zy

étbs 20

11T T 1T 17T 1T 1T T T

0y <02 <073

Predictions made by USP and FCTH (Fund. Centro Tecnolégico de Hidraulica)

associados

27



The State of Sao Paulo is currently going through the

worst drought in its history...

300 ~
250 4 ® historical average = ® historical minimum
200 -
2013/2014
150 -
I
100 -

>0 1 ..—

O J
Oct-13 | Nov-13 | Dec-13 | Jan-14 | Feb-14 | Mar-14 | Apr-14 | May-14 | Jun-14 Jul-14 | Aug-14 | Sep-14
historical average| 132.6 163.8 226.8 265.9 206.5 184.1 89.2 83.2 56 49.9 36.9 91.9
historical 214 | 524 | 1045 | 111.8 | 402 | 558 | 7.6 8.8 0 0 0.1 0.9
minimum
2013/2014 123.4 97 62.9 87.8 73 193.3 85.7 37.3 15.8 40.4 19.2

Source: Sabesp associados



Several municipalities have declared a state of

emergency and adopted rationing...

SYSTEM CANTAREIRA (%)

JAN FEB MAR APR MAY JUN JUL AUG

SYSTEM ALTO COTIA (%)

63,2 55,8 56,8

JAN FEB MAR APR MAY JUN JUL AUG

50,6 484 46,7 43,0 40,3 L

>

SYSTEM GUARAPIRANGA (%)

JAN

67,2

FEB MAR APR MAY JUN JUL AUG

66,7 770 779 743 718 650 61,0

Source: Sabesp

SYSTEM ALTO TIETE (%)

22,2 16,4 13,4 10,7 249 206 154 129 |3

JAN FEB MAR APR MAY JUN JUL AUG

44,7 388 37,2 36,0 308 26,0 208 179

SYSTEM RIO CLARO (%)

JAN FEB MAR APR MAY JUN JUL AUG

SYSTEM RIO GRANDE (%)

98,7 93,0 966 101 102 99,0 83,0 83,7

FEB MAR APR MAY JUN JUL AUG

g 22,7 943 946 958 94,2 920 86,0 83,7
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2. Private groups have been growing in the water &
sanitation market...
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A few examples of public and private water
companies in Brazil...

A dgua de Minas

Agtias do Brasil

Pro®
e lagos

/.

o

ODEBRECHT
SANEPAR - G m

sabesp associados 31
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Best ranked cities concentrated in the southeast...

12 Franca
22 Maringa

32 Limeira

42 Santos

52 Jundiai

62 Uberlandia

72 S8o José dos Campos
82 Sorocaba

92 Curitiba

102 Ribeirdo Preto

912 Santarém
929 Gravatai
932 Duque de Caxias
’ 9242 SZo José de Meriti
’ 952 Nova lguagu

Fonte: Instituto Trata Brasil

112 Ponta
122 Taubaté
132 Londrina
142 Niteroi
152 S3o José do Rio Pr
162 Volta Redonda
172 Praia Grande

182 Belo Horizonte
192 Uberaba

202 Piracicaba

962 Macapa
972 Belem
98¢ Jaboatdo dos Guararapes
992 Ananindeua
1002 Porto Velho

) 32
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46 of the 100 largest municipalities collect less than
60% of the sewage generated ...

<=20% 20,1-40% 40,1-60% 60,1-80% >80%

associados

Average Brazil= 48,3% / 100 cities= 62,46%

33
Source: Ranking Trata Brasil 2014



72 of the 100 largest municipalities treat less than
60% of sewage collected ...

Average Brazil = 38,7% / 100 cities = 41,32%

<=20% 20,1-40% 40,1-60% 60,1-80% 80,1-95% >95%

Were considered universalized those counties with 95% or more of treatment. m

associados

34



Only 4 state companies serve sewage for more than

half of the population ...

Total provision of sewage (%)

84.5
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Only 4 state companies treat more than 50% of the

sewage generated...

Generated sewage treatment (%)

66.4
-, 63.3
56.9
{ 519
1 39.8396
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Only 3 state companies lose less than 30% of

produced water...

Loss rate distribution (%)

62.2
58.6 59.6 60.0 60.2

54.3 550 0

47.8
45.0
417 .
39.4 39.4 39.8
35.5 35.6 36.0 36.6 37.2
33.1 33.2 33.5

29.5 30.5
239 239 |

71.9
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Subnational companies provide 74% of water services and

59% of waste water services...

Caer-RR Caesa-AP
Agepisa-PI
Cosanpa-PA
Caema- Cagece-CE
Cosama-AM Caern-rRN

[ 1@ _. Compesa-PE

Cagepa-PB
W Casal-AL
Caerd-RO Deso-SE
Deas-AC Embasa - BA
Caesb-DF
Saneago-GO @ Copasa-MG
L
Sanesul-MS Cesan-ES

Cedae-RJ
Sabesp-SP

associados

Sanepar-PR

Corsan-RS
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The majority of state companies present a fragile

financial situation...

Financial

Companies

Performance

Average SANEAGO(GO), CORSAN (RS), EMBASA
(BA) e CESAN (ES), CAESB (DF), CEDAE
(R))

Indicators considered: profitability, productivity, cash flow and m 29
debt capacity of firms Source: ABCON - SNIS associados



The private sector already represents a relevant part

of the water & sanitation market...

Private Sector

Share
% Population 12,50%
% Industry 4,75%
% Investments 5 90%,

(2003-2011)

Source: Own Elaboration/ABCON, 2011




Private groups have grown since the enactment of
Law 11.445/07...

Five states have
more than one
private concession

(] 1 Concession
[ 2 — 30 Concessions
122 Concessions

Source: ABCON . 41
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3. The tragic situation of the Brazilian water &
sanitation sector is also a major business

opportunity ...

associados
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Public procurement legislation...

1993 1995 2003 2004 @ . 2011 2012

Bidding Law

Concession Law

PPP Law in MG

Federal PPP Law

and state laws BA, CE, GO,
SC, SP, SE
State Laws AL, AP, AM, DF, ES,
MA, MT, PB, PE, RS, RJ, RN, RO,
TO
State Law MT and Law project
2892 of Deputy Arnaldo Jardim

State Law PR and MPV
575 converted to Lei
12.766

) 43
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Large investments are being made through PPPs....

Compesa - PPP RMR Lidermarc/Foz R$ 4,5 billion
Rio de Janeiro municipality - Area Odebrecht Ambiental R$ 2,4 billion
of planning 5 (AP5) e Aguas do Brasil

Saneago - Sewage Divison Odebrecht Ambiental R$ 1 billion

Sabesp - PPP Sistema Produtor Sio Camargo Corréa/Andrade R$ 1,68 billion

Lourenco Gutierrez

Copasa - PPP Rio Manso Odebrecht Ambiental R$ 519 million
Sabesp - PPP Alto Tiéte CAB Ambiental R$ 300 million
Casal - PPP Agreste CAB Ambiental R$ 175 million

associados



There are several types of partnerships...

e Common concession;

e Sponsored concession;
e Administrative concession;

 And others like SPC (Special Purpose Company)

and assets rental

) 45
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Common concession...

Grants exploration
rights of the services

- Tariffs /

Finance

Investment
Operation

Provide
services

associados
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Sponsored concession...

- Grants exploration
rights of the services

- Subsidizes the
activity

- Tariffs

Finance

Investment
Operation

Provide
services

associados
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Administrative concession...

- Payment conditionated
to goal achievements

Tariffs and
taxes

- Responsible to
provide public
services to
population

Financing
Investments
Assets operation

associados
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PMI — Steps in the State of Sao Paulo...

Private
Partner asks Preliminar State
the State for y choose the Public

authorization a&ael}gstl:tgf final Bidding

to StUdy the project
market

Reimbursement
of project costs

associados
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Models for public contracts...

Dlrgct Assets | Administrative Sponsored PPP | Concession
services rental PPP
Who pays Public Public Public Publlcuzg;j final Final user
Financing Public Public Private Private Private
Construction Public Public Private Private Private
Operation Public Public Private Private Private
Rel_atlon L Public Public Public Private Private
final user
Regulation No No No Yes Yes

associados
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Advantages of PPPs...

PPPs advantages:

e Shared risk: the private partner takes on the investment risk

and is also responsible for the project financing

e Operating cost reduction: the contractor usually reduces

costs with labor, chemical products and eletric energy

e Technology: in the project, the private partner introduces
innovative technological solutions that can be incorporated

by the contractor

associados
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Examples of PPPs in

2007
12 PPP Jaguaribe(Embasa
/Odebrecht Ambiental )

PPP Alto Tieté (Sabesp/CAB)
PPP Capivari (Sanasa/Odebrecht
Ambiental )

PPP Rio das Ostras (Prefeitura do
RJ /Odebrecht Ambiental )
PPP Rio Claro (Prefeitura de Rio
Claro /Odebrecht Ambiental )

2009
SPE Mogi Mirim
(Sabesp-Grupo
GS);
PPP
Guaratingueta
(SAEG/CAB)

W&S in Brazil..

2010
SPEMairinque
(Sabesp/Odebrech
t Ambiental )
PPP Castilho
(Sabesp/Odebrech
t Ambiental )

2011
Concessao
Parcial AP5

(Prefeitura do
RJ/Odebrecht
Ambiental )

2012
PPP Piracicaba
(SEMAE/ Agua
dos Mirantes
PPP Agreste
(Casal/CAB)

2013
PPP da
Compesa/Odebr
echt Ambiental)
PPP

PPP Sao
Lourengo
(Sabesp/AG e CC)

associados
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Innovative solutions are necessary...

Water for reuse

Reduction of NRW

Desalinization

Protection of the water reservoirs

Collection and treatment of wastewater

associados

53



It is urgent to increase the reuse of water in

Brazil...

 Cleaning streets, floor and large vehicles
e [rrigation of gardens, soccer fields, green areas
 Industrial processes

* Irrigations

* Fire systems

) 54
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Brazil needs to follow the global trend of

water reuse...
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International experience:

e \Water reuse has become
a national public policy
since 1955.

e Water is reused mainly
for agricultural irrigation.

e The country reuses about
80% of treated effluent.

Source: Sabesp

the case of Israel...

associados

56



International experience : Project Western

Corridor in Australia...

Beginning in 2006 and
completed in 2008.

Provides recycled water for
industry.

Water is transported through a
network of 200 km of pipes.

Provides recycled water for
agriculture, when it is not used
for industrial and urban
activities.

associados
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Important Brazilian initiative: public-private

partnership of Aquapolo...

Aquapolo Ambiental:
e Investment of RS 364 millions;

e Extends the use of recycled water in
industry;

* Enables the supply of water required to
expand the production capacity of i@

Petrochemical’s Capuava;

e Supplying capacity of 1.000 /s

e Able to supply a city like Santos(aprox. '

400 mil inhabitants)

associados
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Reducing water losses may create gains of RS 37,27

billions until 2025...

Earning potential with losses Losses _ Earning potential*
reducing water losses Reduction -
(2009) (2025) (R$ billions)
Scenario 1 - Optimistic 37,4% 18,7% 50% 37,27
Scenario 2 - basis 37,4% 23,2% 38% 29,93
Scenario 3 -
_ 37,4% 27,9% 25% 20,91
conservative

Source: SNIS 2009 (Dados referentes a 2009) e (ROSITO, 2012). Elaboration GO Associados
* Gross values. ILquids would be RS 18,64, RS 14,97 e RS 10,46, respectively

associados

59



Reminding the three points...

e Given its GDP per capita, Brazil should have higher water &

sanitation coverage

e Private Brazilian groups have been growing since the creation of

the new regulatory framework of the W&S sector

e The tragic situation of the Brazilian water & sanitation sector is

also a major business opportunity
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Multidisciplinary team...

Gesner Oliveira Marcelo Morgado

Economist chemical engineer

Fernando Marcato

Lawyer

Carlos Rosito

Engineer

Luis Felipe Arouca
Pedro Scazufca

Economist

Engineer
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Para entrar em CONTATO

gesner@goassociados.com.br
pedro@goassociados.com.br
fsmarcato@goassociados.com.br
msabud@goassociados.com.br
wagner@goassociados.com.br
regis@goassociados.com.br
paolo@goassociados.com.br

Thank you!

@gesner_oliveira
@fsmarcato

http://goassociados.blogspot.com.br/

www.goassociados.com.br

+55 (11) 3030-6676

Av. Brigadeiro Faria Lima, 2081

32 andar

Jardim Paulistano - Sao Paulo - SP
CEP: 01452000
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