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The economic representativeness of Santa Catarina goes far
beyond its geographical and demographic dimension
Santa Catarina's position in key indicators
Area [sqm. thousand] Population [# MM] GDP [USD bi] GDP per capita [USD thousand]
AM 1.559 SP 41,6 SP 613 DF 28,6
PA 1.248 MG 19,7 RJ 210 SP 14,7
MT 903 RJ 16,1 MG 176 RJ 13,0
MG 587 BA 14,1 RS 120 _________E_S __________ 1_%,_5_
BA 565 RS 07 PR 100 (S ) o 122 |
MS | 357 PR 10,5 (#6 e W77 ’ """" RS L0 12
GO 340 PE 8,9 T DF  []75 MG 10,6
MA 332 CE 8,5 BA 73 PR 10,4
RS 282 PA 1,7 GO 51 MS 9,0
___________________ ‘ MA | 68 PE | 47 MG 8,9
L w196 | \ualy (#11] e We3 ES | 44 GO 8,3
Other 2.2:7““-“()-‘[;1;; ---------- 41,6 Other 289 Other 54

Note: USD/BRL 2,20

Source: IBGE; Roland Berger Strategy Consultants | 4
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Santa Catarina is well positioned in different areas within the country

> Infant Mortality Rate (9/1000)

> Life expectancy
Prominent positions of Santa Catarina in Brazil — 76 years

> Gini coefficient

> Mineral coal producer

> Exporter _ — 52,8% of Brazil's production
— USD 8,2 bi > GDP per capita > Pork producer
- USD 12,2 thousand — 782 thousand ton
> Agriculture GDP > _Numbt_er of en_lployees > Agriculture GDP/ area
— USD 4,0 bi in the industrial sector _ USD 29 thousand / km
| | ‘
> GDP > Number of industrial
— USD 77 bi companies > Coal reserve
— 1,4 bi ton

> Greater share of
manufacturing in GDP

> Soy producer

— 1.4 MM ton > Brazilian port in container

exports
— 0,9 million TEUs
> International tourists

- 12,5% of total
Note: USD/BRL 2,20

Source: IBGE; MMA; FIESC - "Santa Catarina em numeros 2013"; Governo de Santa Catarina; Research; Roland Berger Strategy Consultants | 5
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Santa Catarina's GDP rose above the national average growth in
the recent years, with increased industrial production
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GDP Evolution: Value added by sector: Industrial sector growth:
Santa Catarina vs Brazil [%)] Santa Catarina [2013; %] Santa Catarina [Jan-Ago 2012/2013; %)]
B SantaCatarina o 15113) (9.6%) (9.6%) (11,5%) (9,7%
N ) (06%) (96%) (115% (07%) etaluray 10
100 Clothing 8 15
54 - Pulp and paper 67
60 34 Automotive / 16
3,3 3,6 Electronics 0- 8
2,7 . 0
2,3 Furniture — 10
1,24 0 Metal products 0 12
I Non-metallic minerals - 10
0.1-02 Ser- Industry Agri-  Total Machinery ) 5
2009 2010 2011 2012 2013 vices culture

I Production B Sales

Source: IBGE; Roland Berger Strategy Consultants
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The eastern portion of the state concentrates the industrial activity

Profile of Santa Catarina mesoregions

Norte Catarinense
> Industrial hub of Santa Catarina, especially

F Y55 BEAClS in metal industry

Al T@ Vale do ltajai
>Mesoregion with the largest
Agriculture share of the GDP, where
|tajai port is located
333 Crops Industry
3333
& ruit ﬂ Food - * -
= Sul Catarinense
- Mik R Pulpand paper > Mineral coal extraction in Criciima's

region, where one of the largest
reserves in Brazil is located

™ Livestock Y Ceramics Mining

Services  [J Electronics Metallurgy
2% Tourism ‘ Wood =% Automotive

@ Ship building

Source: IBGE; Roland Berger Strategy Consultants
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The Government of the State of Santa Catarina has 3 axes of
strategic priorities

Strategic priorities for the Government of the State of Santa Catarina

Promote social welfare development for Santa
Catarina's population

Modernize the state's management —
New public administration

Attract public and private investments of high
value added

Source: Governo de Santa Catarina; Roland Berger Strategy Consultants
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The state has developed four factors to attract new investments

Factors of attraction of Santa Catarina

[ e
High development2 - Industrial Government Export
index @m knowledge commitment IIII platform .@
> —>
> State with one of the > Industrial knowledge > Possible negotiation for > Export infrastructure
largest HDI in Brazil - well spread by the government incentives available - Ex.
well-balanced distribution European immigration . _ Highways, ports, ...
of population and wealth . _ > Political will of Santa o
> Concentration of high Catarina's society to > Proximity to other
> Skilled labor through advanced technological search for economical Mercosur markets
various educational industries - high development
entities - Ex. SENAI number of suppliers
available

Source: Governo de Santa Catarina; Roland Berger Strategy Consultants | 10
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Looking into the future, more will be done — Pact sums up to USD
4,3 bi for economical and social development

Investments of the Pact of Santa Catarina [USD bi]

08 4,3
: : 0.1 0,1
Includes investments in 0.2 0,1 L
ports 0,4 S - - - - S—
08
0,3
14 T
Infra- Floods and Basic Education  Health Public  Justice and Social Other  SC Pact
structure droughts  sanitation safety  citizenship protection
Economical Social
development improvement >

Note: USD/BRL 2,20

Source: Governo de Santa Catarina; Roland Berger Strategy Consultants
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The sum of private investments announced in Santa Catarina for the

2013-2016 period is USD 3,9 bi

Private investments announced in Santa Catarina between 2013-2016 [USD bi]"

0,5
2 01
0,3 02 -
0,4 _______ - Curitibanos ltapoa
0,8 - ltajai gara
- S. Francisco - Garuva
1.6 do Sul
— . - Bairra Velha
- Araquari
- Lages
- Joinville
- Araquari
QOil and gas Automotive Siderurgy Industrial Wood Infrastructure Other Total
capital goods
> Biodiesel > Automotive, > Galvanized > Shipyard for pre- > Sawmill > Port terminal
refinery engines and truck steel line sal > Wood panels line > Dry port
> Natural gas plants > Welded pipe > Heavy trucks production > Modernization of
pipelines production unit  factory

1) Does not necessarily include all planned investments

Source: Research; Investment Banks; Roland Berger Strategy Consultants

the sewerage
system

| 12
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Santa Catarina already has today a strong port infrastructure

Ports in Santa Catarina Exports destination?
Cargo handling [ton MM]") USA 11,9%
] na. > Newest port in the Netherlands 7,2%
o | ltapod south of Brazil Argentina 6.9%
@ Sao Francisco ;4 > 6 Braziian portin Japan 6,3%
do Sul ’ tons moved Germany 4,0%
United Kingdom 3,9%
Navegantes 5,8 China 3,8%
1 0,
> 3° Brazilian port Mexico 1%
Itajai 10,4  in containers Russia 3,1%
export Hong Kong 3,0%
‘\—‘ imbituba 23 > 16° Brazilian port in South Africa 2,7%
.\—‘ tons moved Belgium [l 2,4%
0
Laguna n.a. Paraguay 2,3%

ltaly [M21% W OECD

1) In tons moved; 2) Average share from 2008 to 2012, non-exaustive

Source: IBGE; FIESC; Roland Berger Strategy Consultants | 13
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320km &Tﬂ%
190miles
ltapoa 315 miles
ltajai 365 miles
100km L |
60miles Floriandpolis 420 miles
SFS 340 miles
| Imbituba 460 miles
90km
55 mile
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In recent years Santa Catarina was able to attract high level
investors - for example, automakers

Overview of key automakers investments in Santa Catarina

Confirmed investments

> Construction of the 1%t plant in Brazil in
Araquari municipal

~USD 275 MM
> Production of engines in Joinville New engine of Santa Catarina's
municipal economy
~UsD 160 MM [ B e
~USD 0,6 bi in investments
> Constructlon O-I-' tl’UCk plant |n Lages AR SRR BR300
municipal 1,8 thousand 9 thousand
SUEREEINI | | direct jobs indirect jobs

> Construction of heavy trucks factory in

LS \ion  Guaruva municipal

Note: USD/BRL 2,20

Source: FIESC; Press Clippings; Roland Berger Strategy Consultants | 15
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The work done was one the most successful in Brazil — high

competitiveness

Automakers plants location [2012-2017]

2012

Note: Includes manufacturers of light commercial vehicles, trucks, farm machinery and construction equipment

Source: Roland Berger Strategy Consultants

2017

@ Existing plants

® New expected plants
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()

22 >1/3 of all new
o ..,t‘;.;\{ plants

| 16
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Government initiatives

- Specific training programs for
entrepreneurs

> Support for entrepreneurs
> Training to people in ICT" sector

n Capacitate people

-
GOVERNO
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The government has established favorable policies for investments
that generate employment, income and development

- Tax incentives lasting up to 10 years )
n Create tax incentives - Up to 48 month grace period for 75% of
> PRODEC - Santa the monthly due ICMS
Catarina Business - Up to 40% discount after grace period )
Development program
> Pro-employement - Local incentives (e.g. plant construction)

- Import incentives (e.g. purchases through
Santa Catarina's ports and airports)

Government > Focus on areas of high potential
initiatives for the region

Leveraging strategic areas n

- 12 innovation centers with
an investment of
~ BRL 98 MM

1) ICT: Information and communications technology

- Energy, Mining, Oil, Ship
building and
Telecommunications

> INOVA program

Foster innovation n

Source: Governo de Santa Catarina; Roland Berger Strategy Consultants

| 18



Government initiatives

Building a ‘tailor-made’ incentive package

Preliminary Studies

> Investment size

> job positions created

> site

> proposed products

> local competition
impact

> estimated local supply
volume

> |ocal demand for the
proposed products

> Import volume

> distribution and
marketing strategy

> potential risks

> estimated taxes

>MoU

Plant Construction

Possible Incentives:

> Local purchases of
* Building materials
» machinery
e auxiliary equipment
«fixed assets

> Import of machinery
and fixed assets
only if there is no
supplier in Santa
Catarina

Source: Santa Catarina State Taxation and Finance Office

Purchasing

Possible Incentives:

> raw and packaging
materials
e Local Purchases
o Import: only if there is
no supplier in Santa
Catarina
*Non eligible for

Energy supply

> goods import
sonly eligible items, if
not produced in
Santa Catarina

=
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Possible Incentives:

> grace period
* (up to) 48 months
sonly on 75%
(25% minimum payment)
ofor (up to) 10 years
« [imited by the investment

budget

o up to 12% of total income
‘made in SC’ products
ereduced interest-rate

> Possible discount
* Only on eligible sites
* Up to 40% of the
postponed 75%

> other possible
deductions

| 19
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Santa Catarina Officials

Raimundo Colombo

Governor of the State of Santa Catarina

State Taxation and Finance Office

SANTA CATARINA STATE GOVERNMENT
Rodovia SC 401 — km5, n° 4600

Floriandpolis — Santa Catarina

Brazil

88032-005

Antonio Marcos Gavazzoni
Taxation and Finance Secretary

+55 (48) 3665-2501

gabs@sef.sc.gov.br Taxation and Finance Advisory

Julio Fazoli jfazoli@sef.sc.gov.br
Ramon Medeiros rsmedeiros@sef.sc.gov.br
Renato Lacerda  rlacerda@sef.sc.gov.br
Rodrigo Prisco  rparaiso@sef.sc.gov.br

+55 (48) 3665-2501

| 20






