Rating Action: Moody's affirms Rota das Bandeiras; outlook revised to negative
Global Credit Research - 11 Oct 2017
Sao Paulo, October 11, 2017 -- Moody's America Latina (Moody's) has affirmed the corporate family ratings
and senior secured ratings assigned to the BRL1.1 billion debentures due 2024 of Rota das Bandeiras S.A.
("Rota das Bandeiras" or "the issuer") at Ba3/A3.br. The outlook has been revised to negative from stable.
The ratings affirmation reflects (i) the long-tenor of the concession which provides for a long tail to support
additional debt; (ii) strong asset profile; (iii) the still attractive fundamentals of the concession due to its location
in an economically robust area in the state of São Paulo; and (iv) the current credit metrics, which are
commensurate with higher rating levels. The rating is tempered by the sizeable expansion capital investment
program, as established in the original concession agreement, and the limited flexibility to obtain sênior
secured additional financing given the terms of the existing project finance structure.
RATINGS RATIONALE
The negative outlook reflects the challenges that lie ahead to secure the appropriate financing and/or close on
financing sources at adequate terms on a timely fashion to avoid deterioration of the company's credit quality.
The outlook considers that the company's healthy cash balance of BRL300 million as of June 2017 will decline
significantly over the next two years, decreasing the liquidity cushion available to honor the growing
amortization schedule while complying with capex obligations. In the Moody's base case, which assumes a
50% dividend payout ratio, the company breaches DSCR and debt service reserve covenants, and can
potentially run out of cash prior to full debt maturity in 2025 in case no additional debt or equity is closed upon,
depending on (i) how traffic volumes recover in the mid-to-long term; (ii) how much is distributed in dividends
prior to 2021, period in which the company comfortably complies with its DSCR covenants; and (iii) actual
capex plan execution in terms of timing and overall costs.
Factored into the ratings are the strong asset features including its service area, providing important transport
links between Campinas and the Paraíba Valley on the north-end and a link to the port of São Sebastião on the
south-end. Competition is restricted to the north-end, with alternative routes in key cities provided by both
tolled and non-tolled roads. Despite strong asset features, traffic has declined by 5% a year in 2015 and 2016,
more than national GDP, and more elastic than other toll roads as measured by the ABCR indexes. This may
be explained by the less mature nature of the asset, which is still undergoing substantial expansion. Traffic
performance since June 2017 shows slight improvement, with Moody's expecting traffic growth of
approximately 1% in 2017 and 3% in the medium term.
The capital expenditure program is mandatory and defined in the original concession agreement. In present
value terms, it is estimated at around BRL880 million, or 35% of outstanding financial debt composed of
BNDES loans and debentures structured on a project-finance basis, totaling BRL2.5 billion.
Long-term key credit metrics remain relatively healthy relative to the rating level, with FFO/Debt and interest
coverage ratios averaging 11% and 2.3x respectively, over the past three years. Debt service coverage ratios
(DSCRs) as measured through cash flow available for debt service (CFADS) over scheduled principal and
interest has averaged above 1.40x over the past three years, but is expected to decline to levels closer to
1.00x in 2023-2025 given the growing debt service schedule. That is explained by the short tenor of the
existing debt, maturing completely in 2025, despite the concession having a long-tenor, maturing in 2039.
Moody's estimates a Concession Life Coverage Ratio (CLCR) of approximately 2.4x as of year-end 2017.
These metrics show the project's capacity to take on additional debt while still maintaining healthy credit
metrics. Nonetheless, the restrictions to obtain additional pari-passu debt based on the existing debt project
finance structure and the limited depth of the Brazilian market for subordinated indebtness in practice provide
difficulties for the issuer to secure the additional financing it needs and is capable to undertake. The Issuer
states it has alternative financing options and has presented a plan, although options remain subject to
structural considerations and conditions precedent.
WHAT COULD CHANGE THE RATING UP/DOWN
The outlook may be revised to stable upon the Issuer successfully achieving financial close on funding

alternatives at adequate tenors which allow them to comply with its expansion capital investment program
while maintaining adequate levels of liquidity, and/or if traffic recovers at higher than expected rates.
On the other hand, the rating could be downgraded if (i) the company is not able to secure additional funding to
comply with its expansion capital investment program over the next twelve to eighteen months; (ii) traffic
recovery shows to be lower than Moody's expectations of 1% in 2017 and 3% in 2018; (iii) the capex program
shows cost overruns or delays lead the regulator to apply penalties; or (iv) the company distributes dividends
prior to securing all the sources needed to honor capex and debt service, further deteriorating its liquidity
position.
Rota das Bandeiras is a privately managed toll road and an indirect subsidiary of the family-owned investment
holding company Odebrecht S.A. (Odebrecht, unrated). The concession includes five adjacent roads of the
Dom Pedro I corridor, one intersection and three connecting local roads with a total extension of 297
kilometers. The concession grantor is the State of São Paulo, and performance according to concession terms
is regulated by the state agency ARTESP. The concession was awarded in April 2009 for a period of 30 years,
expiring therefore in 2039 (21-year tail). Completion of the expansion capital investment program is mandatory
as per the concession agreement, and in present value terms, the 2017-2025 investment is of the order of
BRL880 million.
The principal methodology used in these ratings was Privately Managed Toll Roads published in May 2014.
Please see the Rating Methodologies page on www.moodys.com.br for a copy of this methodology.
Moody's National Scale Credit Ratings (NSRs) are intended as relative measures of creditworthiness among
debt issues and issuers within a country, enabling market participants to better differentiate relative risks.
NSRs differ from Moody's global scale credit ratings in that they are not globally comparable with the full
universe of Moody's rated entities, but only with NSRs for other rated debt issues and issuers within the same
country. NSRs are designated by a ".nn" country modifier signifying the relevant country, as in ".za" for South
Africa. For further information on Moody's approach to national scale credit ratings, please refer to Moody's
Credit rating Methodology published in May 2016 entitled "Mapping National Scale Ratings from Global Scale
Ratings". While NSRs have no inherent absolute meaning in terms of default risk or expected loss, a historical
probability of default consistent with a given NSR can be inferred from the GSR to which it maps back at that
particular point in time. For information on the historical default rates associated with different global scale
rating categories over different investment horizons, please see
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1060333 .
REGULATORY DISCLOSURES
Information sources used to prepare the rating are the following: parties involved in the ratings and public
information.
Information types used to prepare the rating are the following: financial data, economic and demographic data,
debt documentations, historical performance data, third party valuation data, and public information.
Sources of Public Information: Moody's considers public information from many third party sources as part of
the rating process. These sources may include, but are not limited to, the list available in the link
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_193459 .
Moody's considers the quality of information available on the rated entity, obligation or credit satisfactory for the
purposes of issuing a rating.
Moody's adopts all necessary measures so that the information it uses in assigning a rating is of sufficient
quality and from sources Moody's considers to be reliable including, when appropriate, independent third-party
sources. However, Moody's is not an auditor and cannot in every instance independently verify or validate
information received in the rating process.
The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment
resulting from that disclosure.
Please see the ratings disclosure page on www.moodys.com.br for general disclosure on potential conflicts of
interests.
Moody's America Latina Ltda. may have provided Other Permissible Service(s) to the rated entity or its related
third parties within the 12 months preceding the credit rating action. Please go to the report "Ancillary or Other

Permissible Services Provided to Entities Rated by Moody's America Latina Ltda." in the link
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_197502 for detailed information.
Entities rated by Moody's America Latina Ltda. and the rated entities' related parties may also receive
products/services provided by parties related to Moody's America Latina Ltda. engaging in credit ratings
activities within the 12 months preceding the credit rating action. Please go to the link
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_197503 for a list of entities receiving
products/services from these related entities and the products/services received.
The date of the last Credit Rating Action was 17/March/2017.
Moody's ratings are constantly monitored, unless designated as point-in-time ratings in the initial press release.
All Moody's ratings are reviewed at least once during every 12-month period.
For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.br.
For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.
Please see ratings tab on the issuer/entity page on www.moodys.com.br for the last rating action and the rating
history. The date on which some ratings were first released goes back to a time before Moody's ratings were
fully digitized and accurate data may not be available. Consequently, Moody's provides a date that it believes
is the most reliable and accurate based on the information that is available to it. Please see the ratings
disclosure page on our website www.moodys.com.br for further information.
Please see Moody's Rating Symbols and Definitions on the Ratings Definitions page on www.moodys.com.br
for further information on the meaning of each rating category and the definition of default and recovery.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.
Please see www.moodys.com.br for any updates on changes to the lead rating analyst and to the Moody's
legal entity that has issued the rating.
Please see the ratings tab on the issuer/entity page on www.moodys.com.br for additional regulatory
disclosures for each credit rating.
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