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CHECK THE SCHEDULE FOR THE TWO DAYS

08h00/08h30 - Official opening
08h30/09h10 - Automotive sector, 2019 perspectives « Antonio Megale,

president of Anfavea

09h10/09h50 - Mercedes-Benz lecture ¢ Philipp Schiemer, president
09h50/10h30 - MAN lecture * Roberto Cortes, president
10h30/11h10 - Volkswagen lecture » Pablo Di Si, president
11h10/11h30 - Coffee Break

11h30/12h30 - 3 simultaneous panels

Panel 1: Trucks (Marco Borba, vice-president at Iveco, Jodo
Pimentel, general director at Ford Caminhdes, Volvo and Ricardo
Vitorasso, general director at Scania)

Panel 2: Agricultural and Highway Construction Machinery
(Luiz Marcelo Daniel, president of Volvo CE, Roberto Marques,
sales director at John Deere; Christian Gonzalez, planning
director at CNHi; Alexandre Vinicius de Assis, key account
director at AGCO)

Panel 3: Diesel Engines (Luiz Pasquotto, president of Cummins;
José Eduardo Luzzi, president of MWM and Marco Rangel,
president of FPT)

12h30/14h25 - Lunch

14h25/14h40 - Welcome » Master sponsor

14h40/15h20 - Ford lecture * Rogelio Golfarb, vice-president
15h20/16h00 - FCA lecture * Antonio Filosa, president
16h00/16h30 - Coffee Break

16h30/17h30 - Dealers Panel

Fenabrave, Assobrave, Abrac and Assobens

17h30 - Closure
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Sponsor Master

ICE

08h30/09h00 - Opening
09h00/09h40 - Auto parts sector perspectives for 2019 « Dan loschpe,

president of Sindipecas

09h40/10h20 - General Motors lecture * Carlos Zarlenga, president

10h20/11h00 - Toyota lecture « Miguel Fonseca, vice-president*
11h00/11h15 - Coffee Break
11h15/12h30 - 3 simultaneous panels

Panel 1: Buses (Volvo Bus, Mercedes-Benz, MAN, Scania

and lveco Bus)

Panel 2: Automobiles (PSA, CAOA Montadora and Nissan)
Panel 3: System Suppliers (Besaliel Botelho, president of Bosch;
Michael Diehl, vice-president of Grupo Continental; Antonio
Galvéo, president of Eaton and Osias Galantine, commercial

director at Aethra)

12h30/14h15 - Lunch
14h15/14h30 - Welcome * Master sponsor

14h30/15h10 - Short-term perspectives for the automotive sector  Ricardo

Bacellar, director of the automotive area at KPMG

15h10/16h00 - Brazil lecture, financial perspectives 2019 ¢ Fernando

Machado Goncalves, economist at Banco Itau*

16h00/16h15 - Coffee Break
16h15/17h00 - 2 simultaneous panels

From 01/10 until the event's day: R$ 2.750,00

Panel 1: Financial Entities (ANEF, ABAC and Banco Itau)

Panel 2: Motorcycles (Abraciclo, Honda, Suzuki and Yamaha)

17h00 - Closure

*Presences not yet confirmed.

2 days
From 15/08 to 31/08: R$ 2.338,00
From 01/09 to 15/09: R$ 2.475,00
From 15/09 to 30/09: R$ 2.613,00

1day
R$ 1.488,00
R$ 1.575,00
R$ 1.663,00
R$ 1.750,00
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4 » INDEX

INDUSTRIAL POLICY

Everything you wanted to know about Rota 2030 but you had no
THE ABC OF ROTA 2030

one to ask about it, from behind the scenes to the rules of the
program

INDUSTRY

-

==

Exclusive survey points the platforms manufactured in Brazil and

their correlation with sales of the models that they originate

MARKET

The segment regains spirit in spite of a new suspension of city
BUSES

buses bidding in Sao Paulo: there are other markets to explore.

MARKET Ford and Volkswagen present Ka and Gol families with automatic
LAUNCHES

transmission to try to combat Chevrolet Onix and WW ﬁgzo

SUPPLIERS Novelties are bringing a splash of color to the area of paints,
AUTOMOTIVE PAINTS

especially in new technologies. But the cost factor is stillan
impediment.

SUPPLIERS
RECOGNITION

N

FCA awards its main partners and gives the warning so that they
get ready to meet a timetable of 25 launches

X
*

) PEOPLE
) EXECUTIVES

The farewell to Sergio Marchionne and the implications of his
sudden death within the structure of Fiat Chrysler Automobiles

3
e &

LENSES FROM THE TOP AUTODATA ASKS PEOPLE & BUSINESS END OF CHAT
The backstage of the Antonio Megale talks We choose a theme Executive moves The most relevant
automotive industry. about Rota 2030 as monthly and invite a and other news and irrelevant
And the situations in part of the special specialist to respond from the Brazilian headlines of the
the hornet's nest that report about this automotive industry
nobody pokes. edition's theme

month, handpicked
by our editors
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» EDITORIAL

- - his edition is particularly especial. Since the protocol that

The mlnutla 0' Tkicked—off the new Brazilian automotive industrial policy has

been signed we sought to understand and translate that in-

tricate framework that will direct the decisions of the automotive

industry in the next five to fifteen years. But let's not waste time

with spoilers here with the revelations of Antonio Megale, president

of Anfavea, or even the enlightening cover story of this edition.

\We invite you to enjoy the fifteen pages dedicated to Rota 2030.

The first half of 2018 already is in the rearview mirror, but the

performance of some sectors during this period may show what

Leandro Alves, director is about to come. A lot has happened and even facing uncer-

tainties, especially because of the elections, the bus market, for

example, remains optimistic in a recovery but apprehensive with

businesses that will be dammed by the (lack of) attitude of the
Executive in cities such as Sao Paulo, capital.

The recent and the upcoming launches - a lot of novelties
are expected in an Auto Show year - also cheer the automotive
paint people. In addition to the report about the trends for this
segment we show the new entry-level vehicles equipped with
automatic transmission presented in July. And we point why these
launches also have additional values charged from the customer
for solid colors like white and black.

We could not end this edition without saying something about
the sudden and surprising announcement of Sergio Marchionne's
decease. The automotive sector lost a leader who redesigned
the destiny of big brands like Chrysler to Fiat over the last fifteen
years, bringing a giant called FCA to the global game, among
other important achievements.

We were personally with Marchionne in his last major public
appearance, in ltaly, at the end of May. There, after a day full of
presentations about his plans for FCA, we received the confir-
mation from him that in 2019, after his retirement, he would write
an article for AutoData. It could have been a playful moment,
Jokingly as it sounded. But we believe that we lost, besides a
great leader, a future good reporter who would certainly know
how to ask tough questions for the automotive leaders.

@ www.autodata.com.br @ AutoDataEditora @ autodata-editora @ @autodataeditora

o Director Marcio Stéfani, publisher Editorial Board Marcio Stéfani, S Stéfani and Vicente Alessi, filho Newsroom Leandro Alves,
Hu‘ UDHT“ deputy director of writing and new business, Marcos Rozen, editor Collaborated in this edition André Barros Graphic De-
sign/Art Romeu Bassi Neto Photos DR and disclosure Photo Cover Romeu Bassi Neto/ArteAD Social Midia Allex Chies
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6 » LENSES

MARKETING X PRESS AND PR
It's a useless confrontation, as the classic Wilbur would say, a
character discovered by Luiz Augusto Michelazzo while walking
around there, because they are areas of specific tasks in the
companies and entities’ planning. But the truth is that the marketing
people and alike go further and further in the direction of taking
the reins of press and public relations' area. It's noticeable the
complaints that are heard from the press professionals regarding
the press offices’ service on their everyday routine, these already
smashed by, let's say, general laws created by marketing people. A
huge mistake, for example, seems to me, the non-participation of
automobile manufacturers in auto.. shows.

MARKETING X PRESS AND PR 2
It's still there, in the auto show halls, where people’s love for cars is
renewed in a general way, that's where the eyes get amazed by one
shape or another and the heart beats faster in front of a motor piece
of art. It's there, at the halls' space, that from time to time the major
institutional union between man and machine takes place. More: it's
really worthwhile that coexistence between press office staff and
Jjournalists around the king Car - a living that has joined and united
these professionals, with good obvious results for many years. The
idea is that the so-called king always be in people’'s imagination
fueled by the editorial. After all, if it wasn't a good idea the events
wouldn't have been held for more than one hundred years.

MARKETING X PRESS AND PR 3
More: recent work of the Accenture consultancy, The New Dealer,
Projected for Me: \Where Digital and Physical Experiences Meet the
Future Customer's Expectations, says that 45% of the interviewed
drivers “wish that services would be integrated to their daily life
but don't want to go personally to a workshop or a dealer service
location”. Important: however ‘they still want to keep human contact:
a place where they can physically interact with the vehicle they
desire and receive advice from specialists” - what better place than
an auto show? But the cost-benefit people, who are full of new
ideas, should consider almost null the benefits from the costs and
prefer to apply the company’'s money in other ways of promoting
and selling. This can be another of those reinventions of the wheel
and the result, as it has been experienced before, is a shot on
their own foot. They are more like bargain-basement things for the
exhibition - someone will be mocked because of this one day, it
will be part of the despicable stories that the sector will never forget
about. It's lost, in this case, a carefully built relation, of specific,
measurable objectives, of reasonable changes. Rebuilding these
communication networks is a job for many years, and journalists
usually have a great memory.

August 2018 | AutoData



OPALA’S CLUB UL
The sambodrome of Sao Paulo was crowded on that Tuesday night, July 17.
It was the Opala's Night and party for its 50-year launch anniversary, General 3 1
Motors of Brazil's cash cow during 24 years of production in Sao Caetano do

Sul, SP. The party was organized by Matel/Auto Show Collection, a historic
automobile shows promoter, with all the support of the Opala's Club. The

cars, Opala and Caravan, classic and sports vehicles, were exhibited on NOVELTIES IN AUGUST

the sambodrome’s runway, coming from collections, still in use, preserved Everything indicates
competition cars. In addition to the good public, of personalities linked to the that August is going
Opala's Club and racing area, Jose Carlos da Silveira Pinheiro Neto and Pedro to be the month for
Luiz Dias were present — ex-GM, retired today. Regarding the current directors the beginning of many
and actual representatives no one showed up. Not even the employee in changes in a well-
charge of the memos. known entity of the

segment. The president
would have been
questioned by partners’
representatives
regarding the direction
his mandate followed -
a direction which many
of them disagree, the
direction of certain lack
of commitment with
their interests.

L

M
L

Disclousure/Carol Ribeiro Fotografia

THE SO-CALLED UNPREDICTABILITY

Avery likeable automobile manufacturer installed in Brazil (and it is not
Ford) studies, with all the description, the risks involving the maintenance
of its operation here and those resulting from the imposition of going away.

Because of calculations that simply don't match, recent facts has changed its By Vicente Alessi, filho
routine, the intern atmosphere is disturbed and Rota 2030, as it seems, will Suggestions, criticisms,
not be enough to help boost the activities here. And the elections in October, comments, offenses
which could point to a calm sea in less than six months, on the contrary, are and the like for this column
literally out of control, "‘they look like crazy airport people under constant can be directed to the email

windstorm?”, vi@autodata.com.br
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FROM THE TOP » ANTONIO MEGALE, ANFAVEA

Interviewed by André Barros, Leandro Alves, Marcio Stéfani and Marcos Rozen

t the moment of conceding
this interview to talk about
the release of Rota 2030, at
Anfavea's headquarters, at
the end of July, in Sao Paulo, An-
tonio Megale, its president, made
a point of opening his drawer
and placing an AutoData Febru-
ary edition on the table. On the
cover, bringing the title DerRota
2030 (Defeat 2030, in English, as
a pun regarding the name of the
program - Rota 2030), referent to

the Brazilian's automotive sector
scenario in case the Invar-Auto's
successor was not released - so-
mething that, the executive ad-
mits, a lot of important people were
taking it for granted.

‘| understood what you meant
here: you wrote the cover title in
German, Der Rota 2030, or The
Rota 2030", he joked. It felt as a
relief for Megale, without losing
the sense of humor: the approval
of the automotive program, even

after almost one year late and
very distant from what was initially
thought, may definitely be seen
as a personal achievement and
the main accomplishment in his
mandate, which ends next April.
And that's why, we extraordinarily
re-edited that cover, now with the
title Der Sieg 2030 - or The Victory
2030 in German..

Check out next the main ex-
cerpts from the interview, part of
our Rota 2030 special.

Isit possible to define a general reaction
in the sector regarding the final paper
of Rota 2030?

competitiveness. We need to work in
tax reform, logistic cost, the educational
question.. the fight does not end here, it

The sector is satisfied. It was a huge chal-
lenge, within the original concept, and
we knew that. There were, for example,
some proposals for a special tax regime,
fleet renovation, vehicle inspection.. all
these topics are out of the program, but
the central part, regarding the support
to research and development and to the
Brazilian engineering, is in the regime.
The program was restricted to this theme
but, in our view, itis the main part, which
organizes the sector, says what we must
have in the next years, where we need
to improve, how the cars must be like.
Thisis the inductor factor for the Brazilian

starts now. We have some achievements
ahead and one of them is the agreement
between Mercosur and the European
Union: from the day it is approved we
will have a period of about fifteen years
to increase a lot our competitiveness.
Rotais a very important step, it structures
the companies, but it is not enough to
solve the competitiveness issue. Defini-
tely not. Rota is a program which must
assure that Brazil will keep developing
technology, but competitiveness goes
through other things.

What is, in your view, the main merit of
Rota 2030?
Itis essential from the organization point
of view, it gives the example. Many other
sectors have sought for us interested
in creating their own Rota, they were

industry development.

Will the Rota 2030 program guarantee
the competitiveness of the Brazilian
industry?

No, because it is not just the increase
in R&D investments that will guarantee

waiting for this, it determined a logic
change, to think about the long term. It

August 2018 | AutoData



RELIEVED SMILE
The boxers hit
each other until
the last round
and the fight was
decided by points,
but the MDIC won
the battle against
the Treasury

Photos: Christian Castanho




FROM THE TOP » ANTONIO MEGALE, ANFAVEA
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country, that generates wealth, it needs
to be helped. The automotive sector is
pulling the industrial recovery, it genera-
tes good jobs, the average salary of an
automotive sector worker in the highest
in industry. Take Goiana as example:
the workers' life level has increased a
lot around there, before that the offer
was only to cut sugarcane and with the
arrival of a vehicles' factory the staff was
even trained outside Brazil, they have
a better life level. it can't be said that
the automotive industry is not important
and relevant to Brazil.

“Rota is a very important step, it
structures the companies, but it is not
enough to solve the competitiveness
issue. Definitely not.”

also brings this important question of li-
ning up all the other programs involving
the automotive industry. For example:
a new phase of Proconve (Air Pollution
Control Program by Motor Vehicles)
cannot be left out of Rota. If we have

In practice, isn’'t the program more to
Rota 2022 than 2030?

a new energy efficiency phase in 2022,
with Rota, the new stage of the emission
program must happen at the same time.
It is not ok to invest two years to take
care of one thing, and then to take care
of another thing in the following year..
everything will be aligned.

There are some legal limitations. It is
not possible, for example, to extend
benefits for more than five years. But
yes, itis a fifteen-year program and this
is on the text, it was excluded but it will
return to paper, there is an amendment
in this sense, to make this clear. The-
re are three periods of five years with

There was a lot of criticism in affirming
that the automotive sector is always
benefited..

revision of targets for the next cycle at
the end of the previous one. Probably
there will be now an indicative for the

In a country like Brazil, the government
must have an inductive role. We are not
an economy mature enough to let the

energy efficiency targets of the second
cycle, evenif they need to be validated
at the end of the first cycle.

laws of the market command, it does
not work like that, we are very far from
this. If there is a sector that develops the

Members of parliament presented ei-
ghty amendments to Rota'’s provisional

August 2018 | AutoData



measure. Isn’'t there any risk that the
program will be completely distorted?
First we need to understand which

In your opinion, will Rota stimulate the
production of hybrids and electric vehi-
cles in Brazil?

amendments those are. We will talk
and discuss with the Congress. Some
of the amendments have nothing to
do with Rota and we still need to know
who will be the rapporteur. And before
that, the commission needs to be ins-
talled. Only then we are going to work
to explain what Rota is. I am sure that
Rota is a program to benefit Brazil and
explaining what this is about there will
not be one single person saying that
it is bad for Brazil. It may be said that
the program is not aggressive enough,
that it could go further. | also agree but
we understand that it can be improved
so this logic of a greater predictability,
of this fundamental long term view for
Brazil, starts to happen.

“| am sure that Rota is a program to benefit
Brazil, and explaining what this is about

Firstly, the companies heeded to know
which way they should go, which would
be the targets and now they know. One
of them was to achieve the goals that
Brazil assumed in COP 21 in Paris, of
reducing in 43% the greenhouse gas
gases emission, referent to 2005, until
2030. We told the government that we
would do it in the future. In other wor-
ds, Rota will point the energy efficiency
direction in 2032. Can it change? Yes,
Europe is having difficulties to achieve
its goals in carbon, for example. Some
change of plans may happen but we are
pointing the direction, no one in five, six
years from now will be able to say ‘oh,
but | didn't know it.. This is important
so the companies can plan, analyze
if they will launch hybrid and electric
vehicles. For the second cycle, by the
way, we are indicating a change on the
greenhouse gas measurement system,
so we can think on the life cycle, from
fuel production to wheels, and not just
from fuel tank to wheels. With this, we
value our biofuel, something that is very
connected to the R&D issue.

there will not be a single person saying that
it is bad for Brazil.”

So does it mean that Rota is so much
more directed to ethanol than electric
vehicles?

AutoData | August 2018
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FROM THE TOP » ANTONIO MEGALE, ANFAVEA

The biofuelis an extraordinary alterna-
tive for us, it is a neutral system in emis-
sions and theoretically we already have
a competitive advantage compared to
the rest of the world. But we need to
go forward, study more, research, im-
prove the engines, gain more efficiency
regarding ethanol. We have to do this
here, in Brazil, because our headquar-
ters don't know how to do it and they
don't want to do it. They don't believe
in it. Europe has no choice, they must
produce electric vehicles there. | am
sure that if any European country had
the possibility that we have they would
privilege it. We have the solution of the
biofuels here in Brazil, we must explore
it, but it demands money. We need this
sense of development: the companies
always have their focus on obtaining
profit for their production, obviously,
but the center of R&D needs a source
of funds for a more pure research. In the
future we may have hydrogen fuel cells,
which can be obtained from ethanol.

And is Rota the inductor that was mis-
sing for this?

Exactly. This is one of the good things in
Rota: it brings an energy efficiency goal to
achieve. Then you will take your engineers
and say: how are we going to achieve this
and what are the options? And in Brazil,
by the price of the electric and hybrid
vehicles, it is impossible to think that in
five years you will have 25% of the cars
with these technologies. Then calcula-
tions for the mix composition will be done,
applying technology in the vehicles to
improve the efficiency, and not only in
10% of the line but, let's say, in 50%.

And this, even with the reduction of the
IPI (tax) for hybrids and electrics?

Yes. Another good thing about the hy-
brids in Rota is that the government
listened to our suggestion and gave
an initial discount of 2 points in the IPI
percentage for the flex fuel hybrids, so-
mething that must stimulate the arrival
of this technology.

“We have to do the researches on ethanol
here, in Brazil, because our headquarters
do not know how to do it and they do not
want to do it. They do not believe in it.”

The incentives for R&D also contempla-
te the assembly lines’ modernization.
Isn’t there a risk of distortion for this
purpose here, in other words, to see
automakers applying resources only
in the factories?
No, because it is not just any kind of in-
vestment in line modernization, only the
ones specifically linked to the Industry
4.0. The government had the right per-
ception and understood that we can't
have old lines. We will have to impro-
ve, it's a competitiveness issue. It goes
through a process that goes beyond
automation: putting the machines to
talk to each other, before and after the
manufacturing process, everything in-
terconnected, and this demands a lot
of money, it is not cheap. It was another
important role of the government as a
technologic inductor, it was a very po-
sitive point. \We also need to mention
the incentive for tools development in
Brazil, equally contemplated.

And nothing for trucks and buses in

Rota?
There is nothing about energy efficiency
goals regarding heavy vehicles in the
world, even with some discussions
about it. There are goals for CO2 emis-
sion, but not for efficiency. The Proconve
will continue, normally. What is foreseen
is that during the first Rota's cycle an
implementation schedule of an energy
efficiency program for heavy vehicles
will be discussed, probably from the
second cycle. Remembering that diesel
is included in Rota, the pickup trucks
are part of the energy efficiency. And
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there will be a schedule of safety items
for trucks too: this segment has its own
particular pace but it also has to evolve.

That question about safety items, es-
pecially for light vehicles, should have
already been part of Inovar-Auto...

This is one of the fundamental points of
Rota: for the first time we point what we
will have in safety equipment until 2030.
It's 2018, the car that will be launched
in 2027 is not even being imagined yet
but when they think of this car we will
already know which safety level that this
vehicle willneed to reach until then. This
has an extraordinary value for those who
project and plan. And there will be ano-
ther schedule for assist technologies,
which help the driver with involuntary
lane change, emergency braking etc.

But is it required to produce in Brazil?

No, it can be imported. Although there
is an interesting logic of the last tariff

list, which is part of the new automotive
program: if it is not possible to produ-
ce locally the tax is lower, but if some
day someone raises the hand and says
‘Hey, | can do it|, the tax goes up and
the companies choose: pay a higher tax
or develop locally. Besides, the ex-tariff
helps to know what is being imported
and in what volume, and with this we
will be able to know the moment that
may be interesting to nationalize it, if it
is economically viable. The process is
inductive. That's why | say Rota can't be
exclusively analyzed from the amount
of investments in R&D point of view.
It is much wider than that, it starts to
organize the sector, to regulate it, to
make things right, to stablish goals. Of
course, with a responsibility of not incre-
asing vehicles' price so much. We have
to give to society the condition to buy
the vehicles, but there was a change
with Rota, itis important. The engineers
celebrated. "
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14 INDUSTRIAL POLICY » THE ABC OF ROTA 2030 By Marcos Rozen

fter almost one year of delay, ba-
ckwards and forwards, lights and
darkness, at the beginning of July,
Rota 2030 was finally announced
by the federal government. But that does
not mean it is everything settled - quite

different from that, by the way. There is
still a lot to happen, including.. nothing.
AutoData prepared an exclusive special

The new Inovar-Auto’s automotive policy ‘eport o present lo the reader absolutely
substitute brings novelties but nothing is 100%  everything that concerns the Rota 2030.in

allits details and nuances, not only regar-

Certainty. We 8Xp|ain here everything y0U Waﬂted ding the rules but the process as well Itis a

i idn’ Lguide of th Brazili t ti
to know about it but didn't know who to ask for, 5. 9eR 2 S Freien autemere

The new sector policy for the automotive sector is something a little different from Inovar-Auto and
quite different from what was initially proposed in the Rota 2030 studies.
In a very simplified way, the program can be divided into three pillars:

Those who want to sell vehicles in Brazil, national or imported, will have to commit
themselves to meet the new energy efficiency goals, a schedule of safety equipment
and vehicular tagging, for fuel economy and emissions and for safety items as well.
And that's it. Those who do not want to assume the commitment still can still, but
they will have to pay a 20% fine on the vehicle's sale value.

There will be bonus-goals within these efficiency and safety mandatory
commitments, besides the minimum required. Regarding efficiency, there will

be two ranges, offering an extra benefit of 1 or 2 points less in the IPI (Tax over
Industrialized Products). For safety, the bonus is 1 point of IPI, but even if a
manufacturer reaches all the bonus goals in both cases the accumulated benefit
cannot exceed 2 points of IPI.

The ones who fail to achieve the required energy efficiency improvement rate will
pay a fine according to the progress they have made: the more distant their results
get to the minimum required, the higher the fine's value will be.
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At least formally the so-called Rota discount, the company can keep the

2030 was restricted to the program of benefit for the following years regarding

research and development, which is a the validity of Rota 2030 - in other

voluntary membership - those who wish words, at least in theory, for the next

to be part of it, therefore, by a license fifteen years.

annually renewed. There is a list of investments considered €

In this situation, the company that gets strategic that will give the right to an

the license will have to apply part of its additional deduction of 5.1%: Industry 4.0,

income, in an index that will rise year connectivity, strategic systems, strategic

by year within each cycle of five years, solutions for mobility and logistics,

from 0.5% to 1.2%, and will receive SON techROOaIEs Of SUT0N0MOL

a reduction of up to 10.2% of IRPJ, propuLS|on technologies or autonomous

Corporate Income Tax, based on real vehicles and its auto parts, tooling

profit, and CSLL, Social Contribution on development, molds and models,

Profits, as an incentive. If the company nanotechnology, exclusive researchers,
% 1 does not earn any profit in the year big data, analytical and predictive

which it would be entitled to the systems, and artificial intelligence.

Mf%a@M MQW

The third part is an important change technological development.

in the so-called ex-tarifario (ex-tariff). These projects will need to be

The auto parts that were not produced presented by science and technology
in Brazil already had this mechanism of institutions, universities, research and
import tax reduction, which its rate fell development organizations etc., and
from 16% to 18%, depending on type of will have to be pre-approved by a

the part, to 2%. managing committee. The companies
This tax has now been zeroed, but will support specific projects, in a

the companies, whether automakers, ¢~ process similar to the Law Rouanet (a
system suppliers or suppliers, will Brazilian law created to motivate the
continue to pay the equivalent of the (7 .ﬂ 3 culture). This was made to avoid what
reduced tax rate, or 2%. The difference happened with Inovar-Auto, when the
is that instead of going into the money applied in an R&D fund went
government's pocket this amount will to the general fund of the Brazilian

be destined exclusively to pre-approved government and ended up by being
projects for the automotive industry used for different means.

AutoData | August 2018
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The bureaucratic process so the new automotive-policy-turn into law is quite
tortuous. The basis of everything is theProvisional Measure 843, of July 5, 2018. The
text of the PM determines that it comes to be inforceimmediately - but then the
mess shows up. The PM itself points out that the specific part of Rota 2030 starts to
be valid in August 1st of 2018 and the regime for auto parts not produced in Brazil
starts from January 1st, 2019. So far so good.

Just like any other PM, the one regarding Rota needs to be approved by the
Congress in up to 120 days, in other words, November 14, 2018. If it is not, for any
reason, the program ceases to exist. And to be approved, the PM must follow a
process that goes through analysis first and approval by a mixed commission,
formed by deputies and senators, and then by a vote in the plenaries of the
Brazilian Chamber of Deputies and the Senate.

At the same time, the PM determined the creation, within thirty days, of a decree
that regulates the program, which will be indicated, for example, the energy

efficiency indexes, the schedule of safety items and other details of the automotive
regime operation.
Before the decree, therefore,

%w%%%//@ew é’wm%%m%w

So Rota is technically in force but, in practice, it is not.

Assuming that everything goes right, in other words, that the decree comes on
time and that the PM is approved, the process does not end there. It is almost
certain that there will be some kind of change in the PM's text promoted by
congressmen and senators and these changes, as minimal as they can be, will
demand decree text revision, since it will be originally published before the same
PM Congress analysis.

And even after this theoretical revision of the decree’s text the process once again
will not be finalized: it will be the ordinances' turn, which will detail the items of the
regulation.

The most optimistic prediction is that this process, with everything running as
expected, will be complete by the end of the first quarter of 2019 - already under
a new government, therefore. In the most pessimistic prediction, never: this
happened with Inovar-Auto, which ended without all the necessary decree’s text
adjustments, even during the five years of its term.
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There is still no official confirmation - it will depend

on the text of the decree - but it seems that
' the minimum improvement required for energy
) M efficiency will be 11%. The official measurement will
be done from October 2021 to September 2022.

This will be the mandatory goal for all companies,
calculated from the weighted average sales per
company.

As in Inovar-Auto the reference adopted in

the new program will be the megajoule per
calculated kilometer versus the average mass.
4 4 The value, therefore, is not absolute, varying from
/ manufacturer to manufacturer.
Regardless of the index that will be determined, a
fact is that this will be better than the highest goal

imposed by Inovar-Auto, the one that gave the
right to an additional 2-point IPI discount and only
two automakers managed to achieve it- Ford and
General Motors. In other words

o) 2 S pe s - oo omend
o(prO)ralb- M%M Mé % %ﬂ
Vi dedd tpilen ackicwed Todis

And just like in Inovar-Auto, there will be two
additional goals which will give an extra IPI discount
of 1 or 2 points. However, unlike the previous
program, this additional analysis will be made
model by model, as well as its benefit, and no
longer by each manufacturer's weighted average.
As the goal will be ambitious and part of the
& necessary evolutions to meet Inovar-Auto
requirements has already been applied, such as
the use of green tires and tri-cylinder engines, new
developments in other areas such as body weight ,
with adoption of new materials, and the application
of even more electronic components in powertrain
are awaited. Even so, it is very likely that many
. manufacturers will promote launches of hybrid and
90/° electric vehicles, even if they are imported, as a
way to lower their averages.
According to calculations from Anfavea, Inovar-
Auto brought savings of R$ 7 billion in fuel

\ \\\\
N
economy per year
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A very celebrated factor regarding the new automotive policy was the reduction
of IPI for electric and hybrid vehicles. But there is a trick there: the new table does
not change practically anything in the short term. Its effects will only be felt at
some time in the future when the new energy efficiency goals probably will force
automakers to launch some of these vehicles on the Brazilian market, even if
imported, to lower their averages.

What happened was that the government made a staggering for the IPI reduction-
whose rate today is 13% for hybrids and 25% for electrics.

From November 1st, the noventena (period of ninety days to adapt before the

tariff) finishes, the IPI for hybrids will vary from g% to 20%, depending on the ratio of
energy efficiency versus weight. The trick:

Yo ot s, et
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The Ford Fusion Hybrid, the second best-selling car in the segment, won't even
have that, because it will continue being taxed at 13%.

The Ford Fusion Hybrid, the second best-selling car in the segment, won't even
have that because it will keep being taxed at 13%. Regarding the electric vehicles
the scenario is the same: no change in the short-term because officially there are

no electric cars being sold by a great automaker in Brazil nowadays. The BM\W/ i3,
which would be the one, is not considered an electric vehicle by the federal rules for
having a combustion engine, although its function is only to charge the battery and
not to help in the impulse of the vehicle. Because of this it pays the IPI of a hybrid car
- and its tax is likely to rise on the new table. According to Inmetro (National Institute
of Metrology, Quality and Technology) its energy efficiency ratio is 171 MJ/km and

its weight is 1,3 thousand kilos, which is equivalent to 17% of the tax rate. The i8, also
BMW and hybrid, jumps to 19%. Searched, BMW did not want to comment.

The real good news is that there is an additional benefit for hybrids that use flex
technology in the combustion part: they will have an extra discount of 2 percentage
points of the tax, regardless of the range in which they are located on the table.
Again, there are no immediate earnings here, since there is no model of this type
still for sale neither in Brazil nor in the world, but this incentive should guarantee its
arrival.
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The signing of the decrees and the PM that
govern the new automotive regime,
around 6:00 pm on Thursday, July 5,

2018, was surrounded by mystery
and tension - almost a Hitchcock
a la automotive. A group formed
by representatives of Anfavea,
Sindipecas and Abeifa landed in
Brasilia, DF, the night before with
the promise of a meeting with the
Presidency in the early afternoon.
But a scandal in the morning, with
a request by the Justice for the
removal of the Minister of Labor
and his subsequent resignation
request, really agitated the
corridors,

A postponement for the
following hour, after
another hour, and then
no one knew what time
the meeting would
happen and if it

would happen. The
thing started to get
complicated when

the executives

realized the

possible need to
re-schedule their

return flights originally
scheduled for the
beginning of the evening —as on Thursdays, at
the end of the workday the Brasilia stampede is
generalized, there was no vacancy in any plane.
The tension in the air won signs of panic when
someone from the government suggested
setting the meeting for 8:30 pm (20:30 in the 24-
hour clock system), a silly joke with the name of
the program, Rota 2030.

At 6:00 p.m.,, finally, the signature, with
undeniable appearance of an event held in
haste and a clearly uncomfortable aspect of

the president, who in a short speech even
complained about the fact saying that “if we had
been warned in certain advance | am sure that

AutoData | August 2018

all Brazil would be here". But the rush
had its justification: by legislation,
that Thursday, 5, would be the last
day for the federal government to
announce anything that carried
incentives - which, after this
date, could be interpreted as an a
violation to the Elections Code.
Signatures scribbled on the
papers and everyone rushed
to reach their planes.

U el ition

MWMZ

,—67//@

é&v@(@/ a

The toast represented the relief of taking an
Everest off everyone's back

The truth is that the Rota caused a huge crack
inside the federal government: the MDIC x
Treasury War was just the visible face of this
battle, which was bloody behind the scenes.
There was no lack of people to twist and disallow
orders from ministers and secretaries. In the end
the decision was really from the president, who
personally took responsibility for the decree of
the Rota.

e



:’ 20  INDUSTRIAL POLICY » THE ABC OF ROTA 2030

a S

®

57

w€7%ﬂ/ Ven %%%757% wad ewer and %%

7ol a Rege

The federal government met specific request from
the low volume automakers, specially the luxury
brands such as Audi, BMW, Jaguar Land Rover

and Mercedes-Benz, by putting into force the new
Brazilian automotive policy.

What happened was that by Inovar-Auto rules
these companies had an additional benefit to start
local production, in Brazil, linked to a minimum
investment per produced unit: they could import
half of their future productive capacity without an
IPl'increased in 30 points and for the other half they
would collect this tax, which after this, would be
reduced in the vehicles produced in Brazil.

During that time the market declined and, as a
consequence, the number of vehicles produced in
Brazil by them was much lower than the number of
cars imported with the increased IPI collected.

\What the government will do is to send a law
project to the Congress authorizing these
companies to use these accumulated credits now.
In addition to that, these companies will have

a differential treatment in the regime of auto

parts that are not produced in Brazil. As an
encouragement to produce new models here, they
will be able to import more components inside the
ex-tariff policy than larger volume factories, as long
as this is part of a project for a model that has not
been nationalized yet.

Anyway, just like the others, they will have to collect
the 2% which would be referring to the reduced
import tax attached to the fund that will finance
automotive research and development projects.

g

®®

August 2018 | AutoData

X=X =X X=X —X — X



21

b=
=

A nel & %WM O

X After more than a hundred meetings that took place in

* Brasilia to develop Rota 2030, most of the proposals fell
by the wayside before reaching the end of the process -
but the industry leaders came to the conclusion that the
scenario ahead was take it or leave it regarding the little
that passed through the federal sieve.
Of the topics that got stuck along the way are special
credit lines and debt refinancing programs for auto
parts companies, mandatory vehicle inspection, fleet
renewal, infrastructure improvements, urban mobility
- which would include hybrid and electric technology
for public transportation -, evolutions in the dealership
chain, restructuring of the automotive tax system, more
favorable Reintegra (Special regime for reintegration
of tax for export companies) conditions for low volume
manufacturers and a

in U T T colltion, wlik
7 %@%/ e e

The labor reform, which was part of the discussion,
ended up being approved separately but the industry still
complains about its consolidation.

And not even a single word about the extension of
benefits to manufacturers installed in the Northeast and
Central West of Brazil, which to the surprise and general
amazement was announced by the President of Brazil,

in March, during an event at the FCA factory in Goiana,
PE. Not to mention about the trade agreement with the
European Union.

On the other hand, energy efficiency goals, investment in * *

R&D, reduction of the IPI for hybrids and electric vehicles,
and a timetable of safety equipment were approved. R&D
incentives had a maximum ceiling of R$ 1.5 billion, but
this is included to a total minimum industry's investment
of R$ 5 billion - by the MDIC calculations during the five

years of Inovar-Auto, the companies invested R$ 25
J billion in R&D.
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Not enough all the hard-work for the approval process of Rota 2030 a separate
chapter begins now: the Provisional Measure's approval process in the mixed
commission of the National Congress, formed by 13 deputies and 13 senators.
They could present amendments to the text of the PM - and they are no less
than eighty.

Although entirely amenable to analysis and veto by the rapporteur, the content
of several amendments is terrifying and, in most cases, changes completely the
basis and logic of the automotive regime as it was designed and negotiated.

For example:

Another one, inexplicably, restrains the R&D incentives to the hybrid and electric
car sales with discounts for taxi drivers. Another excludes the part regarding the
R&D incentives from the text. Three parliamentarians suggest a loophole to allow
imports of up to twenty units per year without the company paying the 20% fine
for not committing itself to efficiency and safety goals.

There are more bizarre amendments , such as amendments suggesting the
increase of the(R&D benefit from 30% to 60%, 80%, 100% and up to 160%,
prohibition of the commercialization of combustion vehicles from 2025 and
2040, change in accessibility rules in buses for disabled people, alteration in the
policy of the automakers' share for their dealers, inclusion of motorcycles in the
automotive regime, maintenance of employment level as a mandatory condition
for companies, exclusion of imported vehicles from Rota 2030, information

(by the automaker) of all the parts that are used to produce the vehicle and its
individual values and even exclusion of the IPI reduction for hybrids and electric
vehicles.

Two amendments include (in Rota) the extension of benefits to the manufacturers
installed in the Northeast and Center-West regions of Brazil. And if that were

not enough, there are proposals that have absolutely nothing to do with the
automotive industry, such as the payroll exemption for the furniture, footwear and
travel goods industries.

Theoretically, most of the amendments should be denied, but as the National
Congress reasons from an absolutely peculiar logic of its own, it is impossible to
assure that Rota 2030 is immune to the application of appendices that distort the
regime. (]
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Andreé Senador

Graduated in journalism from Faculdade Casper Libero and master in
communication from Universidade Metodista. He was Basf's social communication
manager from 1987 to 1997, corporate communications director at Mercedes-
Benz Brazil from 1997 to 2008 and director of corporate issues and relationships
with the press of Volkswagen of Brazil from 2008 until last month. Member of

the Communication Committee of AHK, Brazil-Germany Chamber of Commerce
and Industry, and director of Capitulo ABCD (ABCD Chapter) of Aberje, Brazilian
Association of Business Communication.

You have developed a career in the Recently, it has been noticed
communication area in companies of movement of several companies of
the automotive sector, notably two the automotive sector approaching
automakers, over the last years. Would . their marketing and communication
you say that during this period you 2 . areas, a lot. How do you see this
have seen improvements in this area, picture?
. on the press and companies as well or T F
1 : things have always worked essentially © It's true. The perception of a joint work
© in the same way? © between these two areas, and that it will
Ty * bring better results for an organization,
: The way | see, there have been deep has increased more and more. The new
changes over the last years in the way society's requirements, with growing
*of communicating. The explosion of the expectations about organizations and
digital media, added to the evolution the digitalization of the communication
of technology, definitively modified the process, have led companies to
way to communicate. The emergence seek new and more efficient ways
of social media gave the power of to relate to society and the market.
speech to the citizen and, from there, And the integrated work regarding
the companies cannot limit themselves these two areas, coordinating brand
to the traditional medias, whether and communication actions, boosts
stablishing their own communication results and allows a better alignment
process or listening to the customers’ between the communication script and
voice. To be able to influence favorably information of a company.

the customers’ opinion in this new
scenario the companies need to
understand the new society's behavior,
more and more impacted by the use of
digital technologies and by demands of
a more diverse attitude, sustainable and
participative.
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We are currently living a transformation in journalism overall, with
social media and personal profiles occupying spaces that were

previously exclusive of the traditional press. In your opinion, will this

3 . scenario continue? What could happen in the future of business

: communication?

i This is a very strong trend, which should expand even more. It is a process

that brings a duality within: if it is healthy to observe an increase in the

* personal citizen power on one side,of the customer, on the other hand,
it can result into a prevalence of entertainment information in detriment
of the relevant journalism, with consequent quality loss and, in the worst
case, to the dissemination of fake news. Business communication must
increasingly be aligned with the good journalism, serious and credible, as
an antidote to this risk.

~ You wrote a book about nomophobia, a dependence on the use of

communication systems by smartphones. How can this pathology
4 : affect people’s professional performance?

: Nomophobia is a recent phenomenon, resulting from the advance of

digital communication technologies and the huge attractiveness of

" the social media. The disturbance, which name is originated from the
expression ‘'no mobile', causes anxiety and discomfort when there is no
access to smartphones or internet connection. The book approaches the
duality of huge benefits related to using these devices and, on the other
hand, the risk of its excessive use, which can lead the person to move
away from their face-to-face relationships.

. Are the companies involuntarily
feeding this process? Can they
: somehow help avoid it?

P Zeesseresaenane

i The professional activity can stimulate
the person in intensifying the use

 of these devices, attributable to the
need of being well-informed in a very
dynamic environment such as the one
we live in nowadays. | believe that,
even with all the benefits regarding
these technologies, it is necessary to
stablish some disconnection windows
throughout the day, so we can dedicate
ourselves to face-to-face relationships
and affection. Maybe the companies
can contribute with their professionals
by presenting more information about
these risks and, at the same time,
encouraging periods and activities that

does not demand the use these devices.
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Do you intend to keep working in the

. automotive industry’'s communication
. area or do you study to apply yourself
: in other business segments?

: After twenty years working in the

© automotive segment it is undeniable

* that, besides a good experience, |

have developed a great affection for
the sector, for its professionals and

for the very stimulating way that this
area develops itself. But I also believe
that the deep transformations we live
today, and that they impact companies
in many different areas, demand that

a communication professional be
ready to contribute in the most diverse
segments, to help organizations meet
the new demands from the society and
customers L]
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SUGGESSFUL
PLATFORMS

Exclusive survey by AutoData shows all the platforms produced in Brazil.
In terms of sales the champion is the General Motors GSV.

he strategy of producing vehicles

that share the same platform is in-

creasingly common in the world and

also in Brazil. But how far does this
communization go in the Brazilian market?
An exclusively survey elaborated by Auto-
Data shows all platforms produced in Brazil
and points that in this issue the country
is certainly aligned with other important
global markets.

The study also correlated the platfor-
ms to the sales numbers of the models
that derive from them in the first half of
2018, using Fenabrave data for this. And in
this calculation General Motors GSV, from
Global Small Vehicle, is by far the most
sold platform in Brazil - the Chevrolet Onix,
Prisma, Cobalt and Spin are born from it.

The platforms, also called architecture,
productive or modular base, bring the set
of parts and panels that starts the final
assembly process of a vehicle. They are
usually identified by the side structures
and floor united in only one part, a base
where all the other items are added, from
the body to mechanical and electronic
systems.

Thanks to the platforms the manufac-
turers are capable of producing so diverse
vehicles inside one single factory, seve-
ral times on the same line. This way, it is

By Leandro Alves

possible to reduce costs in function of the
productive quantity, program in a more
efficient way the requests to the suppliers
and replace technologies. The secret for
the success of an automaker is exactly in
the use and rationalization of its platforms.

The GSVis the sales leader today mos-
tly for representing a common base for a
hatch, two sedans and a minivan. In a not
so distant past the leader was Volkswagen
PQ24, which disputed the market car by
car with the Fiat 178.

At the moment, the modular architec-
tures point the future of the automotive
production: they can make the wheelbase
distance vary such as length, width and
height as well - originating, this way, a ha-
tch or an SUV. The modular architectures
were born thinking about adapting futu-
re technologies such as those adopted
in hybrid and electric vehicles, including
strategic areas that can accommodate
batteries and lots of cable.

Some of these more modern architec-
tures are already being used in Brazil. Such
as the MQB Ao, from Volkswagen, base
of Polo and Virtus and soon will be used
in the first Brazilian SUV of the German
manufacturer.

Check on the following pages the com-
plete survey by manufacturer: L]
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Platforms

Model(s) Série 3

Units sold
st. sen?tlatsst:rn of 2018 1842 2288 317 282

Strada Weekend Uno Fiorino Mobi
3514 35 336

Renegade Compass Toro

39 168 75 686

Ka Sedan EcoSport Fiesta
75 686
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Prisma Cobalt Spin
139 761

Delta i

Cruze Sport6  Cruze Sedan

17 021 12 539

Elantra Tucson

=7

HYUNDAI
FEW THINMKING,

HB20S Creta Tucson
65 865 20 152 2 653
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Etios Etios Seda Corolla

34 336 28 554
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THE BRIDGE

106

Still in a timid way, but consistent

he bus segment, which had its gre-
at moment in 2011 with a market of
34,5 thousand units, felt the hit of
its reduction for 11 thousand units in
2016. It was at rock bottom, the executives
said