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Conc da Rodovia dos Lagos S.A. (ViaLagos)
Annual update

Summary Rating Rationale
The Ba2/Aa3.br ratings reflect ViaLagos' relatively small but strong concession, supported
by its long-term concession contract under which tariffs are annually adjusted by inflation.
The relatively strong credit metrics for the rating category and overall predictable and stable
cash flows further support the ratings as well as the solid track record of traffic volumes.
Moreover, ViaLagos´ remaining concession life expiring in 2047 combined with relative
low investment needs is also incorporated in its credit profile as is our understanding of
continuous access to the local banking and capital markets.

Nonetheless, the ratings are constrained by a high concentration on leisure vehicles and
potential increase of competing routes. A track record of high dividend distributions and a
very active controlling shareholder will continue to exert pressure on the up-streaming of
dividends from ViaLagos. Our view of Brazil´s sovereign rating (Ba2 stable) also limits the
company's rating given ViaLagos purely domestic operations.

Exhibit 1

Strong leverage and coverage ratios to slightly improve with traffic rebound and lower capex
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Credit Strengths

» Overall strong concession fundamentals drive credit metrics

» Long remaining concession life (2047) with relative minor investment needs

» Access to the bank and domestic capital markets

» Experienced management team

Credit Challenges

» Traffic profile with a high concentration of leisure vehicles

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1174176
https://www.moodys.com/credit-ratings/Brazil-Government-of-credit-rating-114650
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» Track record of high dividend distributions

» Parent´s expansion activity

Rating Outlook
The stable outlook reflects our expectation that credit metrics will remain robust mainly driven by ViaLagos' overall predictable cash
flows and low capex needs, typical of mature toll roads. Brazil´s stable outlook also supports the company's outlook.

Factors that Could Lead to an Upgrade
ViaLagos´ ratings are constrained by Brazil´s sovereign rating, therefore an upgrade is unlikely in the short to medium term. An upgrade
of Brazil´s rating could lead to upward pressure on ViaLagos´ ratings considering the company maintains an adequate liquidity and
strong credit metrics.

Factors that Could Lead to a Downgrade
A rapid or significant downturn in traffic performance or ViaLagos´ credit metrics such as if RCF/CAPEX stays below 1.0x, and Cash
Interest Coverage remains below 1.4x on a sustainable basis could prompt a rating downgrade as well as the degradation of the
liquidity and overall credit quality. Deterioration in the parent´s credit quality could also exert downward pressure for ViaLagos as
well as our perception of a weakened concession and regulatory framework or political interference in the normal operations of the
company. We also assume that CCR nor any of its subsidiaries will incur new debt containing cross default provisions that could affect
ViaLagos´ ratings. A downgrade of Brazil would exert negative credit pressure on the assigned ratings.

Key Indicators

Exhibit 2

Concessionária da Rodovia dos Lagos SA (ViaLagos) -Private

 12/31/2018 12/31/2017 12/31/2016 12/31/2015 12/31/2014

Cash Interest Coverage 3.8x 3.1x 2.9x 3.9x 8.8x

FFO / Debt 20.7% 17.6% 18.3% 18.5% 25.9%

Moody’s Debt Service Coverage Ratio 2.7x 2.6x 2.9x 1.6x 1.9x

RCF / Capex 2.4x 2.8x 1.6x 0.4x 0.3x

Concession Life Coverage Ratio 4.8x 4.8x 5.3x 2.7x 3.3x

All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations
Source: Moody's Financial Metrics™

Corporate Profile
ViaLagos is an operating subsidiary of CCR S.A. (CCR; Ba2 negative), one of Brazil's largest infrastructure concession groups that
operates and maintains 3,736 km of toll road concessions. ViaLagos accounts for approximately 1.6% of CCR's reported consolidated
net operating revenues and EBITDA, which reached about BRL8.1 billion and BRL4.0 billion, respectively, in 2018.

ViaLagos holds a 50-year concession to operate and maintain the 57-kilometer (km) RJ-124 road connecting the municipality of Rio
Bonito to São Pedro da Aldeia, in the northeast of the State of Rio de Janeiro. The State of Rio de Janeiro granted the concession to
ViaLagos in 1996 for a 25-year period. In 2011, the State extended the life of the concession by 15 years, and in 2016 for additional 10
years, until 2047.

ViaLagos connects with BR-101 at Rio Bonito which is operated by Arteris under a concession awarded by the Brazilian Federal
Government. ViaLagos also has two access points to the state-operated RJ-106, which serves the sea resort area “Costa do Sol” that
includes the municipalities of Saquarema, Araruama and Iguaba Grande. ViaLagos and RJ-106 finally intercept each other at Sao Pedro
da Aldeia, the end of the ViaLagos road. As a result, ViaLagos' traffic profile is composed primarily by light vehicles (80%-85%), with a

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.

2          10 May 2019 Conc da Rodovia dos Lagos S.A. (ViaLagos): Annual update

https://www.moodys.com/credit-ratings/CCR-SA-credit-rating-820699126


MOODY'S INVESTORS SERVICE INFRASTRUCTURE AND PROJECT FINANCE

relatively large proportion of leisure traffic. The remaining 15%-20% consists of heavy vehicle traffic (commercial), a portion of which
is originated by BR-101.

Detailed Rating Considerations
Relatively small but strong asset type
ViaLagos' concession consists of two sections: (i) RJ-124--between km 0 (near km 265 of the BR-101-Rio Bonito) and km 30
(Araruama); (ii) a new road parallel to the RJ-106--between km 0 (near km 30 of the RJ-124) and km 26 (near km 105 of the RJ-106).
The road system has two lanes in each direction and shoulders on each side, with a total extension of 57 kilometers.

ViaLagos serves a region called “Região dos Lagos”, which includes the municipalities of Araruama, São Pedro da Aldeia, Cabo Frio,
Búzios and Arraial do Cabo, a regional and national tourist destination. The region receives a large number of vacationers who use
ViaLagos' road, the reason why the majority of its traffic is composed by light vehicles.

RJ 106, which runs along the seashore in parallel to ViaLagos, is operated by the State of Rio de Janeiro. It has been in place since before
ViaLagos' was awarded the concession. Notwithstanding its location, we do not view RJ 106 as a competitive alternative route to
ViaLagos due to its current poor physical conditions. However, in the event of an upgrade, RJ- 106 may pose some competition to
ViaLagos, especially with respect to heavy vehicle traffic.

The portion of BR-101 that connects with ViaLagos is an inter-regional federal highway that is operated under a concession that has
been awarded to Arteris. Capital expenditures and road upgrades carried out by Arteris have increased traffic volume on BR-101, which
has benefitted ViaLagos through higher traffic volume seeking the coastal area as final destination.

Traffic profile expected to rebound in the next 12-18 months
ViaLagos has demonstrated a good track record of traffic volume, with an overall positive trend correlated with the GDP performance,
except last year when traffic decreased 2.5% while GDP growth was 1.1% due to the 11-day truck drivers’ strike protesting increased
oil prices in May 2018, which cut overall traffic performance for the year. The federal government responded to the strike by raising
overload weight limits and prohibiting toll charges on suspended truck axles. There is an ongoing discussion with the regulator to
rebalance the financial equilibrium of these concessions, including ViaLagos, however we do not incorporate any positive outcome in
our projections as this is still uncertain.

The State of Rio de Janeiro, through AGETRANSP, has been overall supportive of privately-managed toll road concessionaires.
Additional compensation for new investments or changes in business circumstances are subject to negotiation with AGETRANSP, which
has occurred successfully in several occasions.

Moody´s projections consider an up 2.5%-3.5% average traffic growth in the next 12-18 months, returning to the pre-crisis level
of around 8,200 VEQ only by 2020 which represents a delay from our previous forecast. The relatively weak comparison basis of
2018 and the economic recovery are the main drivers for the expected growth as the track record shows significant increases in
ViaLagos´ traffic volume correlated with the economic activity in Brazil. Moody´s forecast GDP growth of 2.3% and 2.5% for 2019-20
respectively.

ViaLagos' traffic profile is highly concentrated in light vehicles (84% as of march 2019), mainly leisure activities during weekends and
holidays, which tend to be more volatile than commuter traffic in our opinion.

Strong leverage and coverage ratios to slightly improve on the back of traffic and capex
As per Moody´s standard adjustments, average Funds from Operations (FFO)-to-Debt ratio was 19% over the past three years
(2016-18) while Cash Interest Coverage ratio averaged 3.3x. Going forward, we project these metrics to stay relatively stable in the
next 12 to 18 months with some slight improvement on the back of the better expected traffic performance and lower investments in
the projected period.

Total capex in the last three years was BRL 30 million versus our projection of up to BRL 15 million in the next 12-18 months. ViaLagos
is bound to have relatively low investment needs in the projected period but maintain an aggressive dividend payout profile, in line
with other CCR concessionaires, of around 100% per year as a common practice from local mature toll roads.
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Financial policy is somewhat constrained by parent activity
CCR has a track record of making sizeable investments in the transportation sector, not only in its core business of toll road
concessions, but also through strategic investments such as Sao Paulo's subway line 4 (Concessionaria da Linha 4 do Metro de Sao
Paulo). More recently CCR acquired the subway concession for lines 5 and 17, granted in January 2018 for a 20-year period.

CCR has also invested in other modes of transportation, like airports (Quito´s International Airport in Ecuador; San José's International
Airport in Costa Rica; Curaçao International Airport), BH Airport in Minas Gerais, Brazil, ferryboat transportation (Barcas S.A. –
Transporte Marítimo in Rio de Janeiro/ Brazil) as well as urban mobility (the VLT Project in Rio de Janeiro/Brazil; the subway in the
city of Salvador - Metro Bahia for example). In 2013, CCR was also awarded the toll road concession BR 163 - MS, which is operated
by MSVia, a subsidiary of CCR. Therefore, Moody’s expects that CCR will continue to use the mature cash-cow concessions, such as
ViaLagos, as vehicles to finance investments in new concessions by upstreaming high dividend payments.

CCR's portfolio requires capital expenditures of approximately BRL 7.5 billion up to the concessions maturities according to company
´s announcements. There are several investment opportunities within the existing portfolio of concessions which could move forward
depending on negotiations with the regulator for additional compensation to maintain the financial equilibrium of the concession
contracts. However, the ultimate magnitude and timing of these potential capital investments may exert downward pressure on CCR's
ratings.

Liquidity Analysis
Like other Brazilian companies, ViaLagos does not have committed banking facilities to face unexpected cash requirements but
CCR and its subsidiaries proved to have a sound access to the local bank and capital markets which we deem will continue in the
forecasted period. CCR financing for its concessions has historically been mostly in the form of long-term project finance debt from
the Banco Nac. Desenv. Economico e Social - BNDES (BNDES Ba2 stable) and the Inter-American Development Bank (IDB; Aaa stable)
complemented with periodic debenture issuances in the domestic capital markets.

As of December 2018, ViaLagos' cash and equivalents position stood at BRL 21 million compared to BRL 6 million long term debt
maturing in the short-term, which represents 10% of Moody´s adjusted total debt. We foresee the company will maintain a relatively
stable leverage in the next 12-18 months and continue to re-leverage after the current debentures mature in 2020, mainly to maintain
the dividend upstreaming to CCR. Nonetheless, within prudent administration in order to maintain its credit metrics and liquidity
adequate for the rating category. We also assume that neither CCR nor any of its subsidiaries will incur new debt containing cross
default provisions that could affect ViaLagos´ ratings. Moreover, retaining the concession dividends could be an alternative source of
liquidity in case of need.
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Rating Methodology and Scorecard Factors

Exhibit 3

Concessionária da Rodovia dos Lagos SA (ViaLagos) -Private

Privately Managed Toll Roads Industry Grid [1][2]   

Factor 1 : Asset Type and Service Area (25%) Measure Score Measure Score

a) Asset Type Ba Ba Ba Ba

b) Competing Routes Baa Baa Baa Baa

c) Economic Resilience of Service Area Ba Ba Ba Ba

Factor 2 : Traffic Profile and Performance Trends (15%)

a) Traffic Profile B B B B

b) Track Record and Stability of Tolled Traffic Baa Baa Baa Baa

c) Traffic Density Baa Baa Baa Baa

Factor 3 : Concession and Regulatory Framework (10%)

a)Ability and Willingness to Increase Tariffs Baa Baa Baa Baa

b) Protection Provided by the Concession and Regulatory Framework Ba Ba Ba Ba

Factor 4 : Financial Policy (10%)

a) Financial Policy Ba Ba Ba Ba

Factor 5 : Coverage and Leverage (40%)

a) Cash Interest Coverage 3.8x Baa 3.9x Baa

b) FFO / Debt 20.7% A 21.9% A

c) Moody’s Debt Service Coverage Ratio 2.7x Baa 3.4x A

d) RCF / CAPEX 2.4x A 1.5x A

e) Concession Life Coverage Ratio 4.8x A 5.8x Aa

Rating:

Indicated Outcome from Grid Factors 1-5 Baa3 Baa3

Rating Lift 0 0

a) Indicated Outcome from Grid Baa3 Baa3

b) Actual Rating Assigned Ba2

Current 

FY 12/31/2018

Moody's 12-18 Month Forward 

View

As of 5/3/2019 [3]

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
[2] As of 12/31/2018;
[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™
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Ratings

Exhibit 4
Category Moody's Rating
CONC DA RODOVIA DOS LAGOS S.A. (VIALAGOS)

Outlook Stable
Corporate Family Rating Ba2
Senior Unsecured -Dom Curr Ba2
NSR Corporate Family Rating Aa3.br
NSR Senior Unsecured Aa3.br

PARENT: CCR S.A.

Outlook Negative
Corporate Family Rating Ba2
Issuer Rating -Dom Curr Ba3
NSR Corporate Family Rating Aa2.br
NSR LT Issuer Rating A2.br

Source: Moody's Investors Service
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