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Rating Action Overview

- Brazil-based transportation infrastructure group Investimentos e Participacoes em
Infraestrutura S.A. — Invepar (Invepar) continues depending on events it does not
control--including the reauctioning process of BR-040 S.A. (Via 040, not rated) and the judicial
dispute of Linha Amarela S.A. (Lamsa, not rated)--in order to pay the significant maturities of
Via 040 (October 2023), and at the holding level (August 2024). That significantly increases the
risks of a liquidity crisis in the upcoming months.

- Asaresult,onJan. 24, 2023, S&P Global Ratings lowered its global scale issuer credit rating on
Invepar to 'CCC' from 'CCC+' and the national scale rating to '"brB-' from 'brBB'. We also lowered

the issue-level ratings on Invepar's third and fifth debentures to 'brCCC' from 'brB+', and kept
the recovery rating at '6".

- The negative outlook on Invepar incorporates the risk that the reauction of Via 040 won't
conclude before the maturity of its debt in October 2023, which ultimately could result in debt
acceleration.

Rating Action Rationale

The downgrade reflects increased liquidity risks and Invepar's reliance on events out of its
control. Invepar faces significant maturities in the next few years, including Via 040's R$978
million debt due in October 2023, which Invepar guarantees, and R$960 million in August 2024
from the third and fifth debenture issuances at the holding level.

In order to pay these maturities, Invepar has to rely on favorable conditions of two events that are

outside its control:

- Asuccessful conclusion of Via 040's reauction process by August 2023 or an extension of the
amendment contract to reauction the concession, which depends on Brazil's Federal Audit
Court (TCU)'s approval. The concession was auctioned in 2013. Given negative operational and
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financial conditions, Invepar adhered in 2017 to a newly enacted law to terminate this
concession. We expect the conclusion to give right to indemnities in favor of Via 040 for the
investments already made, and that the group would use the proceeds to pay down Via 040's
debt. In our view, there are two main risks related to this process. The first is that if the
reauction process is further delayed beyond the end of Via 040's debt tenor in October 2023, it
could result in an event of default of the company's debt if lenders don't provide a waiver. The
second is that assuming the reauction concludes, if indemnities related to the concession's
termination are lower than we expect, they wouldn't be enough to cover Via 040's debt. In this
scenario, Invepar would have to inject some of its own cash position.

- Afavorable conclusion of Lamsa's judicial dispute with the municipality of Rio de Janeiro,
which has been ongoing since Sept. 17, 2020. Despite recent outcomes in favor of LAMSA that
suspended the concession termination and allowed the company to operate for additional 15
years, the discussions might continue for several months because there will be new conciliation
hearings to define the fair value of the toll tariffs, and the parties might appeal. This dispute
could continue throughout 2023. This would increase liquidity risks for Invepar because the
conclusion of the debt restructuring agreed to with its creditors entails transferring Invepar's
ownership in Lamsa in exchange for the debt payment at the holding level, which is due in
August 2024.

Invepar's subsidiaries have been distributing limited cash dividends, squeezing its liquidity.
Invepar ended the third quarter of 2022 with cash balances of R$303 million, which is enough to
cover the holding's expenses for the next 12 months, which are between R$30 million and R$40
million annually, limited to headcount and administrative expenses. Nevertheless, the holding
doesn't generate cash flows and its subsidiaries have been distributing limited cash dividends,
either due to accumulated losses at the subsidiaries' level, still poor operating performance due to
pandemic, or because they have restrictions on doing so. As a result, if any of its subsidiaries
requires a cash injection, it would consume the holding's cash balance, further worsening the
group's liquidity, which is already under pressure.

Outlook

The negative outlook on Invepar incorporates the risk that Via 040's reauction process won't
conclude before the maturity of its debt in October 2023, which ultimately could lead creditors to
accelerate its debt.

Downside scenario

We could lower the ratings on Invepar to 'CC' in the next 12 months if Via 040's creditors accelerate
the entity's debt--which Invepar guarantees--following the non-conclusion of the reauction
process. In addition, we could lower the rating of Invepar to 'CCC-' if, despite a favorable
conclusion of Via 040's reauction, the dispute involving Lamsa continues into the end of 2023
without resolution, and we believe a default on the obligations at the holding level will be
inevitable.

Upside scenario

We could revise the outlook on Invepar to stable if, all else being equal, the reauction process of
Via 040 concludes successfully and Invepar pays down the debt due in October 2023 mostly with
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proceeds from the indemnities. We could raise the ratings if Via 040's reauction successfully
concludes and the debt restructuring at the holding level also concludes, following the asset
transfer to Invepar's debtholders in exchange for amortizing the rest of the debentures at the
holding level, therefore easing refinancing needs for the next several years.

Company Description

Invepar has the concession to operate Concessionaria do Aeroporto Internacional de Guarulhos
S.A. (GRU Airport, not rated), Brazil's largest airport, in the metropolitan area of Sdo Paulo, which
is the group's main asset. In addition, the company manages toll roads and urban mobility assets:
Concessionaria Litoral Norte S.A. — CLN (CLN, not rated) and Lamsa (which is accounted as held
for sale), as well as Via 040, the 936.8 kilometer toll road concession that connects 35
municipalities, from Brasilia, Brazil's capital, to the state of Minas Gerais. Via 040 is currently
reported as a discontinued operation due to the ongoing reauction process.

The three major local pension funds--Previ, Funcef, and Petros--are in aggregate the majority
shareholders and control 75% of Invepar's shares. An investment fund called Yosemite holds the
remaining shares.

Issue Ratings - Recovery Analysis

Key analytical factors

We kept our recovery ratings on Invepar's third and fifth debentures issuances at '6' as a result of
the negligible recovery for the debt at the holding level. Although the recovery rating remains the
same, considering that we lowered the national scale issuer credit rating to 'brB-', we also lowered
the issue-level ratings on the debentures to 'brCCC'.

Our hypothetical default scenario would occur in 2024, assuming that Invepar wouldn't be able to
conclude the debt exchange by transferring Lamsa to the debentures' creditors, Via 040's
reauctioning process would continue until 2024, and Invepar would face contingent obligations on
this debt considering the guarantee it provides. Therefore, Invepar would face a liquidity crunch
and its subsidiaries wouldn't be able to upstream excess value to the holding company.

Simulated default assumptions
- Simulated default year: 2024

- Emergence EBITDA: R$420 million

- EBITDA multiple: 5.0x

- Gross enterprise value: R$2.1 billion

Simplified waterfall
- Netrecovery value after administrative expenses (5%): R$2.0 billion
- Unsecured debt claims under subsidiaries: R$2.8 billion

- Recovery prospects: 0%
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- Recoveryrating: 6

ESG credit indicators: E-2, S-3, G-5

Related Criteria

- General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

- General Criteria: Group Rating Methodology, July 1, 2019

- Criteria| Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019

- General Criteria: Methodology For National And Regional Scale Credit Ratings, June 25, 2018

- Criteria | Corporates | General: Recovery Rating Criteria For Speculative-Grade Corporate
Issuers, Dec. 7, 2016

- Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global

Corporate Issuers, Dec. 16, 2014
- General Criteria: Methodology: Industry Risk, Nov. 19, 2013
- General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013
- Criteria | Corporates | General: Corporate Methodology, Nov. 19, 2013

- General Criteria: Methodology: Management And Governance Credit Factors For Corporate
Entities, Nov. 13, 2012

- General Criteria: Criteria For Assigning 'CCC+', 'CCC', 'CCC-', And 'CC' Ratings, Oct. 1, 2012
- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Ratings List

Downgraded

To From

Investimentos e Participacoes em Infraestrutura S.A. — Invepar

Senior Unsecured brCCC brB+

Downgraded; CreditWatch/Outlook Action

To From

Investimentos e Participacoes em Infraestrutura S.A. — Invepar

Issuer Credit Rating CCC/Negative/-- CCC+/Stable/--

Brazil National Scale brB-/Negative/-- brBB/Stable/--

Ratings Affirmed

Investimentos e Participacoes em Infraestrutura S.A. — Invepar

Senior Unsecured

BRLO mil fltg rate deb due 08/31/2024  brCCC
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Recovery Rating 6(0%)

BRL2 bil fltg rate deb due 08/31/2024  brCCC

Recovery Rating 6(0%)

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings
information is available to subscribers of RatingsDirect at www.capitalig.com. All ratings affected by this rating

action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column.
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