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Research Update:

Brazilian Infrastructure Group Invepar
Downgraded To 'CCC+' On Unsustainable Capital
Structure, Still On Watch Negative

Rating Action Overview

 Brazil-based infrastructure operator Invepar still faces short-term
refinancing risks at the holding | evel because the conmpany is still set
to rollover approximately R$1 billion of debt maturing on March 11, 2019,
after several attenpts to refinance, indicating its weak access to both
banki ng and capital markets.

« At this point, we don't expect a permanent solution in the next few
nmont hs to address the company's currently unsustainable capital structure
because divi dends received by the hol ding conpany aren't enough to
service its sizable debt. The group now depends on positive outcones of
events that it doesn't control, including reducing debt with the proceeds
fromfresh equity or asset sales.

* On Feb. 11, 2019, S&P d obal Ratings downgraded Invepar and its
subsidiaries to 'CCC+ from'B on the global scale and to 'brBB-' from
"brA-' on the Brazilian national scale.

e The ratings remain on CreditWatch with negative inplications, reflecting
the risk of a nultiple-notch downgrade if the conpany doesn't avoid a
debt acceleration at subsidiary CART's |level that could be triggered if
it doesn't obtain a waiver fromits debenture hol ders.

Rating Action Rationale

The downgrade of Invepar reflects our viewthat its capital structure is
unsust ai nabl e. Since m d-2018, the conpany has attenpted to refinance about
R$1 billion of debt issued by the holding conpany | nvepar, which matures on
March 11, 2019. Even assuming that the group will manage to extend this debt,
a pernmanent sol ution would depend on del everagi ng using fresh equity or asset
sal es, options wi th outcones outside the conmpany's control. Although its
consol i dated cash position was R$1.4 billion as of Septenmber 2018, only R$400
mllion was at the holding level and the rest was liquidity at subsidiaries
that the hol di ng conpany doesn't have full access to. Moreover, the anount of
di vidends received isn't enough to service its sizable debt, and we don't
expect this to change in the near future.

Hi storically, the group has ultimately relied on the indirect support of sone

of its shareholders — Previ, Petros and Funcef — to overcone liquidity
pressures. This happened in 2015, when these pension funds (sharehol ders)
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acqui red about 75% of R$2 billion debentures issued by Invepar. Although the
hol di ng debt maturity is approaching and the conpany is struggling to access
t he banki ng and capital markets w thout sharehol der support, we still expect
Invepar to be able to refinance it. In Cctober 2018, the conpany planned to

i ssue three-year $650 million notes in the international nmarkets to repay its
third and fourth debenture issuances, but it didn't succeed. Subsequently,

I nvepar obtai ned a 90-day extension of the debt that was maturing on Dec. 11
2018, fromexisting debtholders. In early January 2019, we assigned a rating
to the conpany's proposed issuance of three-year R$2 billion |ocal debentures,
whi ch al so was unsuccessful. In our view, this lack of financial flexibility
i ncreases the risk of a default of the group's obligations, which could
ultimately be in the formof a conventional default, or a distressed debt
exchange or a simlar de-facto restructuring.

In addition, the group may be further affected if it isn't able to avoid the
accel eration of two series of debentures issued by its subsidiary

Concessi onaria Auto Raposo Tavares S. A (CART; brBB-/Watch Neg/--), which
totals R$1 billion as of Septenber 2018. These debentures contain an early
accel eration clause triggered by a downgrade to below 'brA-'. Even though this
is a non-autonmatic event of acceleration, a waiver depends on a 75% appr oval
and executing this may be challenging. In our view, CART counts on support
fromthe hol ding conpany to be able to comply with its financial covenants
(the 1.2x debt service coverage ratio and especially the 20% capitalization
rati o). For these reasons, we equalize both ratings, and the downgrade of

I nvepar results in the downgrade of CART

The downgrade of Metrobarra S. A 's debentures mrrors the rating action taken
on Invepar, reflecting the existence of a cross-default clause linking its
credit quality to that of its guarantor Invepar, until financial conpletion is
reached. Should Invepar default, we expect Metrobarra's debt to accel erate as
wel |

CreditWatch

The negative CreditWatch listing reflects the risk of nultiple downgrades in
the case of a debt accel eration, considering that the debt documents of CART' s

two series of debentures--totaling R$1 billion as of Septenber 2018--contain a
cl ause stating that a downgrade to below 'brA-' is a non-automatic
accel eration. The downgrade of CART to '"brBB-' wll require a waiver by at

| east 75% of the debenture holders, and as nentioned above, we believe
executing this may be difficult.

The CreditWatch al so reflects the default risk if Invepar is required to nake
unf oreseen paynments because of cross-default clauses, if it's unable to

refi nance the hol ding conpany's debt that matures on March 11, 2019, or if it
performs an exchange that we believe is distressed.
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Upside scenario

We nay renove the ratings fromthe negative CreditWatch |isting and assign a
stabl e outl ook over the next 30 days if the group obtains a waiver with CART' s
creditors in order to avoid a debt acceleration

We could also raise the ratings if the conpany manages to find a pernmanent
solution to its capital structure at the holding level, which could be in the
formof fresh equity or asset sales, and uses the proceeds to repay debt.

Liquidity

Consi dering the short-termrefinancing risks and our view of its linited
financial flexibility, especially after several unsuccessful initiatives to
rol | over debt, we now assess |nvepar as having weak liquidity.

Aside fromthe significant deficit over the next few nonths since the hol ding
conpany has insufficient resources to cover the anortization of its
debentures, we believe that an inmproved liquidity position depends on positive
devel opnents that the conpany does not control, such as an equity injection or
asset sales. W also believe that Invepar's access to credit markets and
support from sharehol ders have weakened.

Related Criteria

* CGeneral Criteria: Methodol ogy For National And Regional Scale Credit
Rati ngs, June 25, 2018

e Criteria - Corporates - General: Recovery Rating Criteria For
Specul ati ve- Grade Corporate Issuers, Dec. 7, 2016

e Criteria - Corporates - Recovery: Methodol ogy: Jurisdiction Ranking
Assessnments, Jan. 20, 2016

e Criteria | Corporates | Ceneral: Methodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |Issuers, Dec. 16, 2014

* Criteria | Corporates | General: Corporate Methodol ogy: Ratios And
Adj ust ments, Nov. 19, 2013

e Criteria | Corporates | Ceneral: Corporate Mthodol ogy, Nov. 19, 2013

e Criteria - Corporates - Industrials: Key Credit Factors For The
Transportation Infrastructure Industry, Nov. 19, 2013

e CGeneral Criteria: Country Ri sk Assessment Methodol ogy And Assunpti ons,
Nov. 19, 2013

e Ceneral Criteria: Methodol ogy: Industry Risk, Nov. 19, 2013
e General Criteria: Goup Rating Methodol ogy, Nov. 19, 2013
* Ceneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
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For Corporate Entities And Insurers, Nov. 13, 2012
* CGeneral Criteria: Criteria For Assigning 'CCC+ , 'CCC, 'CCC-', And 'CC
Ratings, Cct. 1, 2012
e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009
Ratings List
Downgr aded; CreditWatch/ Qutl ook Action
To From
I nvestimentos e Participacoes emlInfraestrutura S. A - Invepar
I ssuer Credit Rating
d obal Scal e CCC+/ Wt ch Neg/-- B/Watch Neg/--
Brazil National Scale br BB-/ Wat ch Neg/-- brA-/Watch Neg/--
Seni or Secured br BB-/ Wt ch Neg br A-/ Wat ch Neg

Recovery Rati ng

Seni or Unsecured
Forei gn Currency
Recovery Rating
Local Currency
Recovery Rating

Concessionaria Auto Raposo Tavares S. A

| ssuer Credit Rating
Brazil National Scal e
Seni or Secur ed

Recovery Rati ng
Metrobarra S. A

Seni or Secur ed
Recovery Rating

Certain terms used in this report,

express our view on rating relevant factors,

3(60%

CCC+/ Wt ch Neg B/ Wat ch Neg
3(65%

br BB-/ Wat ch Neg br A-/ Wat ch Neg
3(65%

br BB-/ Wat ch Neg/ - -
br BB-/ Wt ch Neg
4(45%

br A-/ Wat ch Neg/ - -
br A-/ Wat ch Neg

br BB-/ Wt ch Neg
2(85%

br A-/ Wat ch Neg

particularly certain adjectives used to

have specific nmeani ngs ascri bed

to themin our criteria, and should therefore be read in conjunction with such

criteria.
i nformati on.
Rati ngsDi rect at www. capitalig.com All
can be found on S&P d obal Ratings'

Pl ease see Ratings Criteria at ww. st andar dandpoors. com for further
Conplete ratings information is available to subscribers of

ratings affected by this rating action

public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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