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Foreword

This is the third year in a row in which we conduct an investment mapping exercise on behalf of
Innovation Norway, the Norwegian Embassy in Brazil and the Norwegian Consulate General in Rio de
Janeiro.

Over the past two months, our team has been in contact with over 80 relevant companies in both
Brazil and Norway after sending out a simple questionnaire, with an overall response rate of more than
70% for 2015. This is a significant increase over previous years, and we hereby reiterate our
appreciation for the time and effort of those who have contributed with figures and general input.

The base year for this report (2014) has been a turning point for Brazil on several fronts. In the political
landscape, 2014 was an election year and the incumbent candidate, Dilma Roussef, narrowly secured
a second mandate as president (only to almost immediately see her approval ratings free falling to
record lows, currently standing at around 8%).

Economic growth, after peaking at 7.6% five years ago came to an abrupt halt in 2014, with a meagre
0.1% annual GDP increase. It was also towards the end of 2014 that the steep downfall in international
oil and commodity prices started to bite commodity-exporting countries.

Moreover, 2014 marked the start of the largest corruption investigation in Brazil’s history (dubbed
locally as operation “Lava-Jato”, or “Car Wash” in English), which has engulfed the national oil giant
Petrobras and all major EPC companies in the country. The scandal is still sending shockwaves through
business and political circles, and deeply affecting both confidence and investment, not least in the oil
& gas and maritime sectors.

This unique combination of extreme economic and non-economic circumstances has placed Brazil in a
very challenging position, and the economic and political crises are only reinforcing each other.
However, as could be expected due to economic “leading and lagging effects”, the figures in this year’s
report (based on 2014 numbers) still do not reflect any major shifts in Brazil-bound investments or
reduction of commitment by Norwegian players.

Moreover, an annual average of well over one billion dollars of Norwegian investments only confirms
that the Brazilian market is just too big to be ignored, despite the circumstances. What is more, difficult
times can translate into opportunities for those willing invest over the long term, and through
economic cycles. Therefore, next years’ figures should be even more telling in that sense.

Despite a natural historical focus on oil & gas and maritime investments, Norwegian players as a whole
have increasingly enjoyed a presence in Brazil within varied sectors such as Agriculture, Media and
Renewables. Several of them also enjoy deep local knowledge and strong enough balance sheets
locally to withstand challenging times ahead; cheap buying opportunities will also arise for players
willing to be more aggressive and counter-cyclical. Those investors should be in a good position to reap
the benefits when the tide once again turns in their favor.

Rio de Janeiro, November 2015

On behalf of the
Inventure Management Team,

Guilherme Kessler

Asmund Heir

Norwegian Investments in Brazil — 2015 (f.v.) Page 1 of 22






NORWEGIAN CONSULATE GENERAL

Norway NORWEGIAN EMBASSY

T —
T —

1. This Year’s Key Highlights

Norwegian investments in Brazil: significant and still growing

Accumulated Norwegian investments in Brazil, including asset transfers, exceeded
USD 24.6 billion by the end of 2014; the figure totals USD 16.7 billion when excluding the
effects of asset transfers.

Annual investments rose 32% to USD 1.4 billion in 2014; this is the highest investment figure
of the past four years if we exclude the one-off effect of Hydro’s 2011 acquisition of Vale’s
aluminium business.

In addition to those numbers, the Norwegian government’s pension fund held investments
in Brazil that amounted to USD 10.8 billion in 2014, including for example a 0.61% ownership
of Petrobras (valued at USD 297 million).

Norwegian companies with in-house Research & Development teams in Brazil invested over
USD 20 million in R&D projects in 2014, led by large players such as Statoil, Aker Solutions
and Hydro.

Oil & Gas, Offshore and Maritime-related companies still dominate but “newer sectors”, such
as Renewable Energies and Online Media, are gaining traction

The combined Oil & Gas, Offshore and Maritime sectors have concentrated over half of all
inbound Norwegian investments into Brazil, with nearly USD 800 million in 2014.

Out of 86 surveyed companies, 68% (or 58 companies) have been identified as belonging to
the combined Oil & Gas, Offshore and Maritime sectors.

The Renewable Energy Sector alone, led by Statkraft and Umoe Bioenergy, invested over USD
91 million in 2014; the two companies employed over 2,100 people in Brazil in 2014.

Telenor and Schibsted, through the joint venture SnT Classifieds, have invested significantly
in the path to become the undisputed market leader in the market of online classified
advertising.

Norwegian companies are a significant source of employment in Brazil

Over 22,100 people are employed by Norwegian companies in Brazil, a jump of 40% since
2012. The top-10 companies in terms of staff numbers account alone for nearly 19,000 of all
reported employees in 2014.

Chart 1: Investments and number of employees in Norwegian companies in Brazil (2012-2014)
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2. Looking Ahead: Investment Trends

e Although beyond the scope of the data collection for this report, 2015 is likely to be a turning
point for some of the key indicators herein that had experienced a growing trend until 2014:

=  Number of established subsidiaries in Brazil: we can identify in 2015 a significant number
of companies cutting costs and starting to wind-down formal presence in Brazil. This is
especially so among smaller entities that had established local sales offices without a long-
term business plan for Brazil. This movement should accelerate in 2016 for those lacking
scale/significant operations in Brazil as headquarters face investor pressure to cut costs
globally —though there should be a time lag for the data to become apparent due to the
complexity of liquidation procedures in Brazil. As the other side of the same coin, we
foresee that most of those companies will still keep a lower risk, lighter footprint in Brazil
through sales agents and/or local partners.

= Number of employees: discounting the impact of potential further acquisitions, total
employee figures likely peaked in 2014 and started to fall in 2015. Companies have faced
increased pressure to cut costs in most of the relevant sectors comprised in this report,
which are exposed both to commodity prices globally and the economic downturn in
Brazil. General unemployment figures in Brazil are rising quickly in 2015, with close to a
million jobs lost in the past 12 months alone, which is set to further aggravate in 2016.

= Reinvestment of profits: although symbolic compared to capital transfers, this indicator
is also likely to fall further, at least in comparative terms, with deteriorated market
conditions and new large capital investment injections occurring in 2015 and 2016.

e When it comes to total investment trends, historically driven by capital transfers, the
forecasting exercise becomes trickier. The overall capital transfer figures are highly dependent
on the top-10 largest investors. As such, one-off investments can easily blur the trends, as was
the case with Hydro’s nearly USD 4.9 billion acquisition of Vale’s aluminium business in 2011.
In 2015, regardless of specific financing arrangements (which normally also involve local
financing), we can already point out large investments such as Statkraft’s further stake in
Desenvix (valued at BRL 500 million) and Statoil’s second phase development of Peregrino
(total investments expected to reach USD 3.5 billion until 2020).

e For 2016 and beyond there should be potential for further large deals for companies willing to
take advantage of the downturn, not least due to the depreciated Brazilian currency, as could
be the case for heavyweights such as Yara, Statkraft, Hydro and Statoil.

e There might also be upward pressure on overall investment figures going forward as a
significant number of companies are likely to have to strengthen the balance sheets of their
local subsidiaries. In other words, until they can generate enough cashflow through local
operations, further capital transfers might be needed to help withstand difficult times and
keep up the required levels of investments to establish, maintain and scale up operations in
Brazil.
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3. Investment Analysis: Overall Figures

e Over the past five years (2010-2014), total Norwegian investments and asset transfers into
Brazil have amounted to USD 14.9 billion?; the total figure goes up to USD 24.6 billion when
also considering pre-2010 investments.

Chart 2: Total Norwegian investments and asset transfers into Brazil by year
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e Asset transfers, included in the definition of total investments until last year’s report, have
meant mostly the transfer of offshore rigs, production units and offshore support vessels into
Brazilian waters. However, their market values are highly cyclical and have not always been
duly reported by the respondents. So the following figures, as further indicated in the
appendices, only include capital injections and reinvested profits (the chart above was kept for

comparison purposes with previous reports).

e As such, when discounting the effects of asset transfers, the following yearly breakdown

emerges:

Chart 3: Total Norwegian investments in Brazil by year (excluding reported asset transfers)
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! Total investments and asset transfers, as depicted in Chart 2, include capital investments, reinvested profit plus
asset transfers; please see appendices for more on methodology and definitions.
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e Chart 3 shows that when eliminating the one-off effect of Hydro’s 2011 acquisition of Vale’s
aluminium business for USD 4.9 billion, the year of 2014 actually emerges as the highest in
terms of capital investment inflows and reinvested profits in the past four years, with a 32%
increase over 2013 figures. This means Norwegian investments are still considerable and even
increasing in 2014.

e Ofthetotal USD 11.1 billion invested over the past five years, 97% of that (ie, USD 10.8 billion)
represents capital injections (equity or long term loans) from abroad, and the remaining 3%,
equivalent to over USD 300 million, are due to reinvested earnings in Brazil.

Chart 4: Investment breakdown, excluding asset transfers
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e The small proportion of reinvested earnings — when compared to capital investments injected
from abroad —is likely due to the fact that the bulk of investment comes from a relatively small
number of large players. Often, these companies are also involved in capital-intensive
industries undergoing investment phases locally, both for organic growth and to fund
acquisitions.

3.1 Largest Investors

Displayed below are the top Norwegian Investors in Brazil by volume in 2014, in random order. Further
below we briefly illustrate some of their recent investments and operations in Brazil.
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3.1.1 Selected Investments by Top 2014 Investors?

= Yara: the fertilizer giant doing business in Brazil since 1977 acquired, in 2014, a 60% stake in the
local producer Galvani S/A to secure phosphate fertilizer capacity in the northeast of Brazil, based
((( on a total enterprise value (ie, 100%) of USD 318 million. The company also completed a USD 40
m million investment in a new 750 thousand tons capacity facility outside of Sao Paulo, the most
YARA modern mixing plant in Brazil, with the creation of 90 new jobs. Integration of the acquired Bunge’s
fertilizer division, ahead of schedule, also realized synergies of USD 55 million locally.

= Schibsted & Telenor: through a joint venture called SnT Classifieds, announced in November 2014

the creation of an expanded 50-50% joint venture with Naspers, thereby creating the largest online

E classifieds platform in Brazil. The merger of bomnegocio.com and OLX.com.br, now led by Andries
SCHIBSTED R L .

& 4 VrnacroUP  Oudshoorn, is undergoing integration, and the number of new ads per day has already more than

/(telenor doubled, while visits per month are over 150% higher on the newly combined site. Operations in

Brazil are still on an investment stage, which in this specific segment means considerable cash

injections— mostly for online marketing and IT purposes— to boost user growth until profitability is

reached.
N = Statoil: in partnership with China’s Sinochem, the oil company has been preparing the further
P We development of its major production asset outside of Norway, Peregrino field (off the coast of Rio
’a » de Janeiro), which has recently surpassed the 100 million barrels mark in terms of production in
! Brazil. Total investment for this second phase development is estimated at USD 3.5 billion spread
S[a[()ll until the end of this decade, with 21 new wells to be drilled, in addition to a third wellhead platform

(Peregrino C).

= Jotun: following its trademark organic growth strategy, the company has built an industrial plant
— outside of Rio de Janeiro, its first in Latin America, with investments estimated at approximately
@JOTUN USD 37 million. Established in Brazil in 1998, Jotun is the world’s biggest supplier of protective
coatings for ships, and has been involved with some major offshore projects in Brazil, including
Petrobras’ P-61, P-74, as well as a maintenance contract with Transpetro comprising its whole

fleet.

= Umoe Bioenergy: the green energy arm of the family office led by Jens Ulltveit-Moe has been a
major investor in ethanol and sugar cane-based electricity production in Brazil. Umoe Bioenergy
has invested in 45 thousand hectares of arable land reserves, mechanized agricultural operations
and a mill with a crushing capacity of 2.6 million tons. The company is currently led by Knut Karlsen

BIOENERGY in Brazil, and has conducted significant recent investments to optimize operations and scale-up

sugar cane production during the market downturn, recently converting over USD 70 million of

loans into equity; it employs over 1.6 thousand people out of Sandovalina in Sdo Paulo state.

= DOF: as an early entrant and a major supplier of offshore services and vessels in the Brazilian

market, the group has invested in building vessels locally, also securing local investment (mainly

via BNDES) and export credits in both Brazil and Norway. Brazilian operations in 2014 accounted

m for 25% of the group’s worldwide revenue, with approximately USD 400 million. DOF Brasil has 11
() Brazilian-flagged vessels, and over 1,500 employees locally. DOF Brasil took delivery, in 2014, of

the locally built Skandi Urca AHTS vessel (Vard yard in Niterdi), with two more to be delivered until

next year (Skandi Angra and Paraty, which have secured 8 and 4 year contracts with Petrobras).

2 Information comprised in this section is based solely on publicly available data, such as annual reports and
financial/industry-specific news outlets (and hence without the direct contribution or involvement of the
companies mentioned herein). Investment figures may go beyond the investment figures reported within the
scope of this report (which considers equity injections, reinvested earnings and long term inter-company loans,
but not commercial funding, which is used to fund some of the transactions herein). Financial figures mentioned
in this section may also be spread over the years (and as such do not relate only to disbursements made in 2014).
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This is in addition to two pipe-laying vessels being built at the new Vard shipyard in Recife (plus
two others in Norway) in a joint venture with Technip, for a total construction value of USD 1.1
billion).

Aker Solutions (& Akastor): the split of the “old” Aker Solutions into two independent companies
(which created Akastor in mid-2014, with the allocation of about 20% of the old balance sheet and
with figures representing 37% of Ebitda) also had significant restructuring implications in Brazil,
where the group has been present since the 1970s and in 2014 employed over 1,500 people. Both
the new Aker Solutions and Akastor have been responsible for significant investments in local
production. This includes the Akastor/MHWirth drilling package plant in Macaé, whose
construction began in 2014 (total investment estimated at USD 100 million) as well as Aker
Solution’ new subsea equipment plant in S3o José dos Pinhais. The latter shall focus on delivering
the order book including 100 wet x-mas trees and eight manifolds to Petrobras, with investments
in the new plant estimated at over USD 110 million.

PGS: with over USD 157 million of revenues in Brazil in 2014, PGS’s local operations amount to over
a tenth of its global footprint. Among recent projects, in addition to multi-client seismic
acquisitions, PGS has installed an OptoSeis Marine system for Petrobras on parts of the Jubarte
field offshore Brazil. Delivered as a turnkey system, Jubarte’s OptoSeis is the world’s first PRM
system installed at water depths greater than 1,000 meters.

Hydro: Brazilian operations are the main global source of bauxite for the group, and hosts the
world’s largest alumina refinery. Brazil is the country where the company has the most employees
- more than 6,000 if long-term contractors are included. A new research department for Bauxite
& Alumina is under establishment at Alunorte in Para. Alunorte has been the target of the bulk of
Hydro Brazil investments in 2014, absorbing close to NOK 500 million, including on ensuring
competitive power cost for the Brazilian operations and maturing long term energy options.

Statkraft: the company operates 10 hydropower stations in Brazil, in addition to four wind power
plants and a biomass facility. Statkraft has invested heavily expanding its operations in Brazil. In
April 2014, it took over control of SN Power in Brazil and, in early 2015, became the majority owner
of Desenvix with over 80% of its shares through a BRL 500 million acquisition.

Vard: out of the group’s 10 shipyards globally, two are located in Brazil (Vard Niteréi and Vard
Promar), with a local capacity of up to 30,000 tons per year. Vard Promar, a greenfield investment
of over USD 150 million in the Northeast of Brazil, has ramped up operations in 2014, hiring 600
extra employees and launching the first vessel, an LPG carrier for Transpetro. The group is also
working on the construction of four PLSVs for the joint venture DOF-Technip, a cooperation
between VARD’s Norwegian and Brazilian teams (two of these vessels will be delivered from Vard
Promar in Brazil and two from Vard Sgviknes in Norway).
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