



















































































Health

Better quality health care services and medication

New programs to meet demands, increase coverage and improve the quality of health care for
Brazilians using the Unified Health System (Sistema Unico de Satide— SUS)

HEALTH IS PRICELESS 11 drugs for hypertension and diabetes, respec-
tively. During this period, 20,100 pharmacies and

Access to free hypertension and diabetes  drugstores under the Popular Drugstore (Farma-
drugs increases by three-fold cia Popular) Program served 8.4 million Brazil-
The program increased by 285% and 202% ians, of which about 6.5 million benefited from
the number of people who had free access to hypertension or diabetes drugs.

Patients Assisted
H EALTH (%) per Unit of the Federation
Period: Jan to Oct 2011

IS PRICELESS

+251%

Patients assisted
(JAN/2011 — 0CT/2011)

Number of patients that received 270%
free medication

JAN/2011: 658,648 JAN/2011: 306,826

0CT/2011: 2,536,832 0CT/2011: 925,103

rzm 20,000
@ Accredited drug-

ST storesin the
country

POPULAR

PREGNANCY CARE NETWORK PROGRAM  In 2011, a total of 285 new Neonatal ICU beds have
already been provided, with an annual financial

New Neonatal ICU beds and increased impact of R$ 38.8 million.

resources to finance services The financial threshold of states and municipali-

Nine states have joined and 727 municipalities are in-  ties to implement health care networks has risen

cluded in the Pregnancy Care Network strategy, covering by R$ 434 million, including the increase in the

about 600,000 pregnant women assisted by the SUS. number of beds in maternity wards.
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NATIONAL STRENGTHEN PLAN FOR
BREAST AND CERVICAL CANCER
PREVENTION, DIAGNOSIS AND
TREATMENT

More than 5.6 million Pap or preventive tests
against cervical cancer have been performed. For
the priority population (women aged 25 to 64
years), 4.3 million tests have been performed, ac-
counting for 71% of the target for 2011.

In the same period, more than 1.6 million screen-
ing mammograms to detect breast cancer were per-
formed, representing 43% of the target for this year.
A total of R$ 4.5 billion will be invested in actions
to strengthen the oncology network by 2014, with

a focus on treatment of breast and cervical cancer.

Network of development and innovation in
anticancer drugs

Established by the Ministry of Health in October,
the National Network of Development and Innova-
tion of Anticancer Drugs encourages the domestic
production of innovative therapeutic technologies
against the disease, thus reducing dependence on
foreign markets and raising the competitiveness
of the Brazilian pharmaceutical industry.

In addition to human resources training programs
directed towards oncology, another network pri-
ority is the development of anticancer drugs, with
monitoring of the intellectual protection of results
and the transfer of technology from other countries.
Initially, BNDES and the Ministry of Health will
invest R$ 7.5 million in the network, which is man-
aged by the National Cancer Institute and formed
by research and development groups from the
Oswaldo Cruz Foundation, the National Labora-
tory for Bioscience and the Brazilian Agency for

Research and Project Financing (Financiadora de
Estudos e Projetos— FINEP).

In September, a partnership was signed with Cuba
for technological cooperation in the production of
seven innovative oncology drugs with a view to

their possible inclusion in SUS.

BETTER AT HOME — SUS Home Care
Service

Introduced on November 8, the Better at Home
(Melhor em Casa) Program extends heath care to
SUS users, offering patients the possibility to com-
plete their treatment at home.

The program will assist elderly patients requiring
motor rehabilitation, as well as chronic patients at
no risk of having their condition aggravated or in
a post-surgery situation. The exceptions are pa-
tients requiring mechanical ventilation, continu-
ous nursing care or surgical treatment.

The Better at Home Program replaces or comple-
ments hospitalizations and outpatient care, focus-
ing on humane care and integrated to the health
care networks available at the public health sys-
tem. Besides contributing to reducing the length
of a patient’s stay in the hospital, it avoids unnec-
essary hospitalizations, ensures greater autonomy
to patients and helps to decongest hospitals, thus
freeing up more beds for other SUS users.

By 2014, 1,000 home care teams and about 400
support teams will be established.

SOS EMERGENCIES

Improving the management and quality of
urgency and emergency care
The action was developed in partnership by the



federal, state and municipal governments to im-
prove the management and quality of health care
by major hospitals providing urgency and emer-
gency care. Initially, Access and Quality Centers
will be established at the entrance doors of 11 hos-
pitals: Joao XXIII Hospital (Belo Horizonte), Base
Hospital (Brasilia); Dr. José Frota Institute (For-
taleza); Emergency Hospital of Goiania; Conceicao
Hospital Group (Porto Alegre); Restaura¢ao Hos-
pital (Recife); Roberto Santos Hospital (Salvador);
Santa Casa de Sao Paulo and Santa Marcelina Hos-
pital (Sao Paulo); and Miguel Couto Hospital and
Albert Schweitzer Hospital (Rio de Janeiro). These
hospitals will have the support of the SUS health
care networks as well as of hospitals of excellence
to develop and implement actions aimed at estab-
lishing and organizing health care processes. The
goalis to extend this action to 40 hospitals by 2014.
Hospitals should develop proposals of up to R$ 3
million to improve their services. They will ben-
efit from additional monthly resources ranging
from R$ 100,000 to R$ 300,000 for expenses, ac-
cording to the type of hospital. They may also re-
quest funds to implement clinical, long-stay beds,
ICUs, coronary and stroke care units and to pay for
thrombolytic medication to dissolve blood clots in
coronary arteries.

BASIC HEALTH UNIT (UNIDADE BASICA
DE SAUDE - UBS)

New UBS meet new priority areas and

the municipalities of the Brazil without
Extreme Poverty Plan

The new National Policy to Strengthen Primary
Health Care provides for the disbursement of

R$ 565 million to build 2,122 new primary health
care units by municipalities, with the aim to im-
prove the quality standard of the care provided
by the SUS. A total of R$ 526 million have already
been committed and the first portion has been
transferred to start the construction of 1,922 basic
health units, allin priority areas of the Brazil with-
out Extreme Poverty Plan.

Resources for renovation and expansion

In 2011, over R$ 500 million have been earmarked
for the renovation of more than 4,000 primary
health care units. A total of R$ 1.93 billion should
be invested by 2014. Priority will be given to mu-
nicipalities located in areas of extreme poverty or
with low income per person.

Currently, there are about 38,000 UBS operating in
the country, providing services like doctor’s office
visits, dressings, vaccines, laboratory tests, dental

treatment and basic medication.

INCENTIVES FOR MDs to WORKIN
PRIMARY HEALTH CARE

Doctors will be able to deduct debt from FIES
(Student Loan Fund) by working in teams of
the Family Health (Sadde da Familia) Program
in areas with shortage and difficulty in retain-
ing MDs. For each month worked there will be
a 1% reduction in the debt, starting one year
after entry into service, which enables repaying
the total debt in 8 years and 4 months. And for
graduates who choose to do their medical resi-
dency in one of the medical specialties or area
of priority action for SUS, the grace period of
the loan will be extended throughout the dura-
tion of the residency.
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Medical specialties and areas for
priority action

The 19 priority medical specialties are: an-
esthesiology, oncology, surgical oncology,
clinical oncology, pediatric oncology, general
surgery, internal medicine, geriatrics, obstet-
rics and gynecology, family and community
medicine, intensive medicine, preventive
and social medicine, neurosurgery, neurolo-
gy, orthopedics and traumatology, pathology,
pediatrics, psychiatry, and radiation therapy.
The four priority areas of action for the
Family Health Program are: trauma sur-
gery, emergency medicine, neonatology
and child and adolescent psychiatry.

Score in the medical residency test

The Program for the Enhancement of Primary
Health Care Professionals (Programa de Valoriza-
¢do dos Profissionais na Aten¢ao Basica)will add
an additional score of up to 20% to the final resi-
dency test grade of medical school graduates who
choose to work in extremely poor municipalities
and in the outskirts of large cities. Program will be
open two thousand jobs, which can be populated
from February 2012. The bonus can be used in ex-
aminations to be held in November 2012.

PROGRAM TO IMPROVE ACCESS TO AND
THE QUALITY OF PRIMARY HEALTH CARE

Primary care teams will have to meet
access and quality standards
Phase 1 of the program, which was launched in

July 2011, had the participation of 4,052 munici-
palities and 17,669 primary care teams. These
teams will have 47 health indicators monitored
by the primary health care information sys-
tem and municipalities will receive an average
monthly transfer increase of R$ 1,630 per team
to adjust to access and quality standards. One
of the criteria for certification will be the level
of user satisfaction, in addition to verification of
the quality standards of prenatal care, follow-up
of the health of children and people with chronic
conditions, follow-up of the Family Grant condi-
tionalities, and reduction in the waiting time for
doctors among others.

IMPROVED MANAGEMENT AND CONTROL
From January to October 2011, the government
saved more than R$ 1 billion in the purchase of
medicines and supplies, by using tools such as
the international prices database, direct negotia-
tion with manufacturers, centralized purchase of
certain products, and compliance with the recom-
mendations of control agencies.

To improve management, new rules have been
introduced in the information provided by profes-
sionals, managers and health units to the National
Register of Health Care Establishments (Cadastro
Nacional de Estabelecimentos de Saiide — CNES)
thus avoiding irregularities, preventing duplica-
tion of professionals’ registries and non-compli-
ance with weekly workloads.

By November 20,541 community health agents,
2,843 Family Health teams and 2,491 oral
health teams had been suspended in 3,236 mu-
nicipalities.



Education

Actions for good quality education from childcare and pre-school to the university

New phase of expansion of higher and technological education network will increase the offer of

opportunities all over Brazil

EXPANSION OF THE HIGHER AND
TECHNOLOGICAL EDUCATION NETWORK
Launched on August 16 this year, Phase 3 of the
Plan for the Expansion of the Federal Network of
Higher and Technological Education (Plano de Ex-
pansao da Rede Federal de Ensino Superior e Tec-
nologica) provides for the establishment, by 2014,
of another 208 units of professional and techno-
logical education and four new federal universi-
ties, besides 47 university campuses.

The distribution of new units in the territory aimed
at increasing the public offer of professional and
higher education in the interior of the country and
encouraging the establishment of qualified pro-
fessionals in the region, thus helping to reduce
inequality and encourage regional development.
At the end of the expansion phase, 515 munici-
palities will have been provided with profession-
al and technological education units, and 275
municipalities will have been served by univer-
sity campuses.

The choice of the places where the new units
will be established prioritized municipalities
with high rates of extreme poverty, meso-re-
gions not covered in previous expansion phas-
es and areas around large industrial and infra-
structure investments.

The areas chosen include 83 of 103 municipali-

ties with population over 80,000 and per capita
income below R$ 1,000, with low investment ca-
pacity. In addition, 115 of the 120 Territories of
Citizenship will be provided with a university in-
stitute or campus.

Expansion of federal institutes

The expansion of technical education will benefit
27 states at a total cost of R$ 1.8 billion.

Currently, 61 units are under construction and 88
should be open in 25 states by 2012. At the end
of 2014, the country will have 562 units with the
capacity to enroll 600,000 students.

Expansion of universities

The new higher education units will offer 250,000
places for admission into public universities. The
new universities will have headquarters in Para,
in the municipality of Maraba; Bahia, in the mu-
nicipalities of Barreiras and Itabuna; and Ceara,
in the municipality of Juazeiro do Norte. The 47
new campuses will contemplate all regions in
the country.

The total investment will be R$ 1.9 billion.

By 2012, 20 new campuses should be established,
benefiting eight states. The goal is to have 321
campuses in 63 universities, with a total of 1.2 mil-

lion enrolments in federal universities.
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Expansion of the Federal Professional and
Technological and Higher Education Network

FEDERAL INSTITUTES OF EDUCATION
@ 1909-2002 (pre-existing)

@ 2003-2010 (created)

@ 2011-2014 (planned)

CAMPUSES OF FEDERAL UNIVERSITIES
© 1808-2002 (pre-existing)

@ 2003-2010 (created)

@ 2011-2014 (planned)




DAY CARE: CARE AND EDUCATION FORTHE
CHILDREN, PEACE OF MIND FOR THE PARENTS
By the end of 2014, the country will have 6,427
new childcare and pre-school institutions assisting
children 0 to 5 years of age. The Federal Govern-
ment will invest R$ 7.6 billion for the institutions
to assist up to 1.4 million children.

The new early childhood education institutions will
contribute to meeting the goals of the National Edu-
cation Plan (Plano Nacional de Educacao — PNE) of
assisting 100% of children ages 4 and 5 by 2016 and
509% of children age 3 and under by 2020.

Based on the current deficit, the federal govern-
ment has distributed the new daycare and pre-
school units by municipality.

A total of 2,249 municipalities will be provided with
funds for the construction of day care centers and the

purchase of equipment and furniture. In addition, the
federal government will provide two architectural
projects in case the municipality does not have one.
The municipality will provide the land for the con-
struction, and should it use an architectural design of
its own, the municipality should prioritize accessibility
to enable full assistance to children with disabilities.
The units will receive federal government funds
until the number of enrolments is accounted for
in the School Census, after which they will receive
funds from FUNDEB.

The main beneficiary of this expansion will be the
Northeast, with 2,118 new day care institutions
planned for the region.

The map showing the distribution of the new day
care and pre-school institutions is available at:
http://portal.mec.gov.br/educacaoinfantil/

Expansion of Day Care and Pre-school Institutions (2011-2014)

Associated Day Care and Pre-school under PAC2|  Day Care and Pre-school
Region institutions funded by the federal
Approved | Planned Total .
(pre-PAC 2) - - government until Dec/2014
Central-West 285 857
Northeast 648 470 1,648 2,118 2,766
North 230 111 989 1,100 1,330
Southeast 692 470 1,407 1,877 2,569
South 673 286 474 760 1,433
Total 2,528 1,484 4,943 6,427 8,955

SCHOOL COURTS: SPACE FOR HEALTHY
ACTIVITIES FOR STUDENTS AND COMMUNITY
The federal governmentis alsoinvesting in the construc-
tion of new sports courts and roofing of existing ones.
By 2014, 6,116 new courts — 2,644 in schools of the
state network and 3,472 in the municipal network will
have been built. Another 4,000 courts will be roofed
over. The total investment planned is R$ 4.1 billion.

The construction of 750 courts in municipal schools
throughout Brazil has been approved for 2011. The
remaining courts to be constructed or roofed over
have already been distributed, focusing on schools
that do not have courts yet and have 500 or more
students accounted for in the 2010 School Census.
See the map of sports courts distribution at:
http://portal.mec.gov.br/educacaoinfantil/
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Expansion of Sports Courts (2011-2014)

Schools without
courts*

Region

Central-West 630 1,063
Northeast 4,070 2,961
North 1,241 1,023
Southeast 2,708 4,821
South 453 2,121
Total 9,102 11,989

* Data from Educacenso 2010  ** Data from Educacenso 2006

TECHNICAL EDUCATION AND
EMPLOYMENT PROGRAM — PRONATEC
Law No. 12,513/2011, sanctioned on October 26
creates Pronatec (Programa Nacional de Acesso ao
Ensino Técnico) and defines its guidelines.

Of the 8 million places for professional training
and capacity-building, 5.6 million will be aimed at
short-term courses for the professional qualifica-
tion of workers and 2.4 million at technical courses
for secondary education students, with a minimum
duration of one year.

Priority access to Pronatec will be given to second-
ary education students in the public network who
are beneficiaries of the Family Grant, farmers, and
students of indigenous descent. In addition, one
million school places are earmarked for beneficia-
ries of the Brazil without Extreme Poverty Plan.
Of the total funds available for the Program, 30%
will be allocated to the expansion of professional
and technological education opportunities in the
North and Northeast; 5% of the Training-Grant
(Bolsa Formagao) places have also been ensured
for people with disabilities.

Pronatec will finance technical courses in private
professional education schools through FIES, as it
currently does in higher education. In addition, in-

Schools with open-
sky courts**

PAC2

Construction of Roofing of
414 3%
2,679 1,165
839 436
1,903 1,500
281 5k
6,116 4,000

vestment by companies in professional education
will no longer be taxed.

ENEM: INCENTIVE TO IMPROVING

SECONDARY EDUCATION IN THE

COUNTRY AND EXPANDING ACCESS TO

HIGHER EDUCATION

In 2011, the number of students who applied to

ENEM was the highest ever —5.37 million, of whom

3.9 million took the test, which was applied in 1,602

cities and mobilized thousands of professionals.

ENEM is an exam applied all over Brazil to assess

the knowledge of students who are completing or

who have completed secondary education.

THE ENEM score today is also a criterion for:

 Receiving the benefit of the Student Loan Fund
(FIES).

 Access to the University for ALl Program (Uni-
versidade para Todos— PROUNI).

 Participating in the Unified Selection System
(Sistema de Selecao Unificado — SISU), which
provides access to the university and profes-
sional education institutes without the need to
take the university entrance exam.

* Participating in the Science without Borders
(Ciéncia sem Fronteiras) program.



UNIFIED SELECTION SYSTEM (SISU)

Since 2010, several institutions in the country have
selected new students based exclusively on the
ENEM score.

In the first half of 2011, the 83 institutions par-
ticipating in SISU offered 83,100 places to stu-
dents who took the ENEM in 2010. The places
were offered by federal and state universities,
federal institutes of education, science and
technology and by the National School of Sta-
tistical Sciences (Escola Nacional de Ciéncias
Estatisticas— ENCE) linked to the IBGE and also
a federal institution. More than 1 million ap-

plications were received. In the second half of
2011, 48 institutions offered 26,300 places and
received over 800,000 applications.

PROUNI: UNIVERSITY FOR ALL PROGRAM
From the inception of the program in 2005 to the
month of November 2011, 919,000 PROUNI schol-
arships had been awarded to students from all
over the country.

The Education Census 2010 indicated that the
school dropout rate among PROUNI beneficiary
students is about 4% lower than that of other
higher education students (15.6%).

Preliminary data from the Higher Education Census 2010 show increased access
to undergraduate courses

Brazil has 6.5 million university students, with 6.3 million enrolled in undergraduate courses
and 173,000 in graduate programs. In 2010, enrollment grew 7.1% compared to 20009.

The number of students who have completed undergraduate courses nearly tripled between
2001 and 2010.In 2001, 390,000 students completed an undergraduate course; in 2010 the num-
ber jumped to 973,800.

This increase is due in part to public policies to encourage access to and permanence in higher
education, such as increased funding for students through FIES and free access to private uni-
versities through PROUNI, besides the growth in the number of places in the federal system
through the establishment of new campuses and new institutions of higher education, as well

as the spreading of existing universities to the interior of the country.

SCIENCE WITHOUT BORDERS

The number of foreign institutions of excellence al-
ready selected to receive students from the Science
without Borders Program currently totals 330.

The public call for the award of scholarships for
the undergraduate sandwich program in the
United States has already been published and the
results will be announced in December. A total of
7,000 candidates applied in this first call.

The selection for universities in Germany, the UK

and France will be held still in 2011.

Over all, 876 scholarships were awarded in the
period from June to October 2011 for CAPES and
CNPq programs abroad, considering only the
scholarships awarded in the priority areas of the
program. The numbers for each modality were:
465 in undergraduate sandwich programs; 252 in
doctoral sandwich programs; 116 in post-doctoral
internship; 22 in doctoral programs; and 21 in se-

nior internship programs.
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Security

Increased security through intelligence and integration

Integrated actions between public security agencies and the Armed Forces and the Disarmament

Campaign show results

STRATEGIC BORDER PLAN

Operation Agate

Operation Agate (Operacdo Agata) is characterized
by specific, temporary and impact actions to com-
bat organized crime and environmental crimes,
among other offenses along the Brazilian border.
Two operations have been carried out to date.
Operation Agate 1 took place on August 1% in the
Amazon, in the region of the municipality of Sao
Gabriel da Cachoeira, and mobilized 2,874 Army
personnel and 864 agents from other government
agencies. Thirty-five aircrafts were used in the op-
eration, including attack helicopters, fighter jets
of the Brazilian Air Force and a remotely piloted
aircraft — UAV. Outcomes of the operation include
the destruction of three clandestine airstrips, the
deactivation of an illegal mine in indigenous lands
and the inspection and assessment of illegal lum-
ber yards. In addition, 4,770 pedestrians, 3,299 cars
and motorcycles were searched and 608 illegally
extracted logs were seized. Social actions were also
implemented in Brazil's border with Colombia: 7,764
assistance procedures, 419 dental and 2,086 medi-
cal appointments and 57 mammograms.

Operation Agate 2 was held in September, on the
border of Brazil with Paraguay, Argentina and
Uruguay. It mobilized 8,011 Army personnel and
another 694 staff from other federal public secu-

rity agencies, IBAMA, Chico Mendes Institute for
Biodiversity Conservation (Instituto Chico Mendes
de Conservagao da Biodiversidade — ICMBio) and
the Internal Revenue Service among others. The
operation resulted in the seizure of 650 kg of ex-
plosives, in addition to weapons, ammunition and
illegal drugs. The operation also involved 4,531
social assistance procedures, 1,463 dental and
2,574 medical appointments.

Operation Sentinel

Through actions focused on investigation and intel-
ligence activities and joint action by federal safety
agencies (Federal Police, Federal Highway Police,
and National Force), the main outcome of Opera-
tion Sentinel (Operag¢ao Sentinela) was the seizure
of 104.6 tons of drugs along Brazilian borders be-
tween June 8 and November 13, thirteen times the
amount seized in the five months prior to the launch
of the new strategy (7.85 tons). This overt and per-
manent operation also seized, in the same period,
457 weapons and 74,000 pieces of ammunition,
R$ 2.43 million in cash, besides making 3,600 ar-
rests and searching 1.2 million vehicles. The opera-
tions conducted by security agencies also prevented
4.1 million packets of cigarettes, 64,000 bottles of
liquor and 437,000 units of medical drugs from es-
caping the Brazilian health control and eventually
causing hazard to public health.



UAV

In November, three unmanned aerial vehicles
(UAVs) began to monitor the triple border between
Brazil, Paraguay and Argentina uninterruptedly.
The UAV is an intelligence tool used to fight orga-
nized crime and weapon and drug trafficking. The
Federal Police are the first police force in the world
to use this type of equipment, previously restricted
to military forces.

The remotely controlled aircraft can fly 37 hours
nonstop, covering an area of over 1,000 square ki-
lometers.

The equipment will also be used to support secu-
rity initiatives in the FIFA 2014 World Cup and the
2016 Olympics.

NATIONAL PROGRAM OF SUPPORT FOR
THE PRISON SYSTEM

The National Program of Support for the Prison
System is being implemented to support states
in reducing the shortage of prison places and im-
proving the prison system. There will be two stra-
tegic lines of action: supporting the construction
and expansion of prisons; and a pact between the
Executive, Legislative and Judiciary branches and
the Public Prosecutor’s Office to enhance the ex-
ecution of sentences.

The first line of action has two main goals: elimi-
nate the shortage of places in women’s prisons,
currently estimated at 17,000, and transfer the
52,000 persons under temporary arrest held in po-
lice stations to publicjails.

In addition to ensuring proper custody of persons
under temporary arrest and convicted women,

these actions will allow police officers, currently

responsible for incarceration in police stations, to
go back to fighting crime on the streets.
The federal government will earmark funds for
the construction and expansion of prison facili-
ties — about R$ 1.1 billion in funding by 2013 —
through the National Penitentiary Fund (Fundo
Penitenciario Nacional — FUNPEN). The states
should provide counterpart funds, as established
in the Budget Guidelines Law, and the Union will
contribute fixed amounts: R$ 11,250 per place cre-
ated through expansion and R$ 30,000 per place
created through construction.
A database of architectural designs for prison
facilities will be provided to optimize implemen-
tation of the program. The funds will be distrib-
uted according to the criterion of place shortage
in the states, women'’s prisons and gravity of the
situation. Priority will be given to the expansion
of existing facilities, thus eliminating the need to
search for new land, lowering costs, and speeding
up the provision of new places. The states should
submit their projects between November 28 and
December 23, 2011.
Institutional strengthening actions include a pact
between the Executive, Legislative and Judiciary
branches and the Public Prosecutor’s Office to im-
prove the prison system, which will aim to:
e Reduce procedural terms;
* Encourage the adoption of alternative sentenc-
es and measures;
» Ensure decent conditions for persons serving
prison sentences;
* Strengthen policies for the promotion of funda-
mental rights;

* Promote social reintegration;
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* Integrate data and information bases;
* Modernize and professionalize prison man-
agement;
* Adopt new technologies.
An example of an action that seeks to increase the
effectiveness of the prison system are the new op-
tions available to the judges to rule out threats to
the processing of legal procedures, such as the re-
mote electronic monitoring of defendants, remov-
al from their public service positions and higher
bail, which make protective custody orders to be
issued as a last resort. These options came into
force last June, with the sanction of Law No. 12403
amending certain provisions of the Code of Crimi-
nal Procedure.

DISARMAMENT CAMPAIGN

From the launch of the 2011 National Disarma-
ment Campaign on May 6 to the first fortnight of
November, 30,800 weapons had been collected.
Half of the weapons (15,443) are guns and 5,700
are large caliber weapons, i.e. they are not covert
weapons, but rather shotguns, rifles, and machine
guns among others.

The accession of 24 units of the federation enabled
increasing the number of weapon collection sta-
tions: there are 1,856 of such stations spread all
over the country. In previous campaigns, collection
was largely confined to Federal Police units.

An agreement signed last October between the
Executive and Judiciary branches will allow the

destruction of weapons currently under custody

2011 Disarmament Campaign — Weapons Collected
Units of the Federation with the Best results

8,383

3,791

SP RS

Source: Ministry of Justice

3,409
I i .1,983
R] MG PE

and control of court houses and tribunals around

the country. More than 700,000 weapons are be-
lieved to be in this situation, including cold steel

weapons.

OPERATION ARCHANGEL

The Brazilian Army continues to collaborate in pub-
lic safety actions with the state of Rio de ]Janeiro,
in the region of the Alemao and Penha slum com-
plexes, through a partnership started on November
26, 2010. The Army should continue to participate
in the initiative until the permanent workforce of
the Pacification Police Units (Unidades de Policia
Pacificadora — UPP) of the state government has
been trained for the definitive occupation of those
areas. With an average workforce of 1,860 military
personnel since the beginning of the operations,
the Army has carried out more than 14,000 patrol
actions, both mechanized and on foot to control
urban roads, in addition to seizing drugs, weapons

and ammunition among other items.




Greater Brazil Plan

Innovate to compete. Compete to grow

The objective of the strategy is to increase the competitiveness of the domestic industry by
encouraging technological innovation and value adding

The Greater Brazil (Brasil Maior) Plan launched
on August 2 aims to promote the productive con-
solidation of the Brazilian industrial park, with
sustained gains in the productivity and competi-
tiveness of domestic production. To this end, it in-
volves a set of measures organized in three areas:
* Incentive to investment and innovation;
 Support for foreign trade; and

» Defense of the domestic market and industry.
Coordinated by the Ministry of Development, Indus-
try and Trade, with the participation of the Minis-
tries of Science and Technology, Planning, Budget
and Management, Finance, and the Office of the
President’s Chief of Staff, Greater Brazil is part of
the Brazil Innovation Plan (Plano de Inovacao do
Brasil — PIB) and represents a new stage in the
policy to strengthen the domestic industry. The plan
furthers the measures contained in the Industrial,
Technological and Foreign Trade Policy of 2004 and
in the Productive Development Policy of 2008.

Its basic structure is defined in Provisional De-
crees (Medidas Provisorias — MPs) 540/2011 and
541/2011. Other actions are yet to be discussed by
the National Council for Industrial Development
(Conselho Nacional de Desenvolvimento Indus-
trial — CNDI), a collective body whose duty is to
propose industrial policy measures to the Presi-
dent of the Republic.

Recently the CNDI resumed its activities with the
appointment of new members of civil society and a

new composition, which includes the Ministries of
Health and Defense and the Ports and Civil Avia-
tion Secretariats of the Presidency of the Republic.

MAIN MEASURES

Reduce the time to reimburse tax credits on Capi-
tal Goods: the deadline for reimbursing PIS / Co-
fins credits generated by investment in capital
goods will be reduced from the current 12 months
to immediate reimbursement.

Tax relief on exports: established by Reintegra
(Special Tax Refund Regime for Exporting Com-
panies), which consists in the cash refund of 3%
of the revenue from the export of manufactured
goods. The aim of the measure is to reduce taxes
on exports of manufactured goods paid along the
production chain.

Tax credit reimbursement to exporters: reim-
bursement claims will be processed automatically,
with cash payment within 60 days for companies
that already have digital fiscal bookkeeping. The
claims, which currently total R$ 19 billion, will
have their processing sped up.

Margin of preference: regulation of the Public
Procurement Law (Law 12,349/2010), defining a
margin of preference of up to 25% for domesti-
cally manufactured products in competition with
imports. The measure will apply to government
procurement in the areas of Defense, Health, Tex-
tiles, Clothing, Footwear and Software.
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Exemption of the IPI tax: extension of the IPI tax
exemption on capital goods, construction equip-
ment, trucks and light commercial vehicles to the
end of 2012.

New Automotive Regime: provides for tax incen-
tives as consideration for the expansion of nation-
al content and value adding to automobiles pro-
duced in Brazil. There will be more favorable tax
rates for manufacturing companies in Brazil that
meet the requirements of regional production and
investment in activities related to innovation, re-
search and technological development of products
in the country.

Tax Relief on Payroll: companies in labor-inten-
sive sectors will no longer pay the 20% contribu-
tion to Social Security and will pay a percentage
on gross revenue. To ensure that there will be no
negative impact on Social Security, the National
Treasury will bear any decline in tax collection in
these sectors.

Innovation and financing: the Agency for Research
and Project Financing (FINEP) will have an addi-
tional R$ 2 billion in funds to expand its innova-
tion portfolio. BNDES credit lines will be adjusted

to facilitate access to credit for investment and
working capital.

Commercial Defense: it will be strengthened
based on several measures, such as a reduction
from 15 to 10 months and from 240 to 120 days of
the deadlines for investigating and applying the
provisional duty, which is the application of the
antidumping duty prior to the completion of the
investigation, pending the previous existence of
dumping and injury to the domestic industry; pro-
tection against circumvention, which is an unfair
trade practice that seeks to circumvent the appli-
cation of a trade protection provision in force; fight
against false statement of origin and price under-
cutting; and hiring of 120 new investigators for the
position of Foreign Trade Analyst.

Modernization of Inmetro’s Legal Framework:
broadening the scope of action of the agency,
which will have its framework expanded and mod-
ernized to cope with the increased number of cer-
tified products. Inmetro will also work at airports
and ports to attest to the quality of imported prod-
ucts, which will have to meet the same standards
required from domestic products.

Targets of the Greater Brazil Plan by 2014

( Fixed investment as a percentage of GDP: from 18.4% in ) [ National value-added: increase in the Value Industrial )
2010 to 22.4%. Transformation to Gross Value of Production ratio (VTI/VBP)
\. J Lfrom 44.3% in 2009 to 45.3%. )
N
Corp:ra?te spending °'; R&D as a percentage of GDP: from [ Percentage of knowledge-intensive industry: increase in the |
L0'59 Yo in 2010 to 0.90%. ) high-technology VTI to total industry VTI ratio from 30.1% in
- \ 2010 to 31.5%
National share in technology and goods and services markets \ <
for energy: increase the Value of Industrial Transformation / [ Diversification of Brazilian exports: increase international )
Gross Value of Production (VIT / GVP) of energy-related sec- trade share from 1.36% in 2010 to 1.6%.
Ltors from 64.0% in 2009 to 66.0%. ) - <
> N (Cleaner production processes: reduction in energy )
Strengthen Micro, Small and Medium Enterprises: increase consumption per unit of industrial GDP from 150.7 toe* /
by 50% the number of innovative MSMEs from 37,100 in R$ million in 2010 to 137.0 toe / R$ million.
L2008 to 58.000. J L* Tonnes of oil equivalent. y
4 . ) " )
Number of urban households with broadband access: Percentage of industry workers with at least secondary
Lincrease from 13.8 million in 2010 to 40 million. ) Leducation; increase from 53.7% in 2010 to 65%. )




Growing — National Microcredit Program

Microcredit interest rates of 8% per annum

More incentive for the development of entrepreneurship in the country through direct intervention
by federal banks

Launched in August, the Growing — National Micro-  SEBRAE in support of the entrepreneur. The Bra-
credit Program (Crescer — Programa Nacional de Mi-  zilian Savings Bank (Caixa), Banco do Brasil and
crocrédito) will substantially increase oriented pro-  Banco da Amazonia will operate in this market
ductive microcreditin the country. The goalistoreach  together with Banco do Nordeste, which already
3.5 million micro-entrepreneurs as early as 2013.

The Growing program aims to democratize ac- Targets for federal public banks under the
cess to productive credit, ensuring resources un- Growing Program — 2011-2013
der more suitable conditions for the startup and

(o o P 2011 2012 2013
development of micro-enterprises in the country, active portfolio .
besides stimulating the increased use of banking - = :ié“‘%
services for the chief benefit of low-income peo- = g =
ple. Therefore, Growing is also one of the strate- S A\ Y
gies of the Brazil without Extreme Poverty Planto | R$65455million R$1.73billion  R$2.99 billion
promote the productive inclusion of the extremely active clients
poor population. iﬂﬂ iﬂﬂ l" iﬂﬂ 'lﬁ
To achieve these goals, from now on public banks ﬁ i
will operate directly in the provision of micro- | />*000clients 224 million 3.46 million

clients clients

credit, with the participation of credit agents and

Crediamigo Program

Crediamigo is the largest microcredit experience operated directly by a federal bank in Brazil.
In operation since 2001, the program has already provided R$ 9.5 million in loans, with a total
disbursement of R$ 10.2 billion by September/2011. In the first nine months of this year alone,
R$ 1.6 million have been granted in financing, at the average amount of R$ 1,269.08 per credit
operation, with low default rates. The success of the program lies in the use of credit delivery
methodologies that are typical of microcredit, such as support for micro-entrepreneurs through
credit agents and the use of joint and several guarantee mechanisms that facilitate access for
people who can not always provide real estate collateral for loans.
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Terms and conditions
of the program

Individual micro-
entrepreneurs (IME)
and natural persons and
micro-entrepreneurs
with sales revenue up to
R$ 120,000.

‘
-,‘ .:

R$ 15,000.

ATTTARRRNN
.

(———
.

Reduced from 60%
to 8% p.a.

Reduced from 3%
to 1% p.a.

AT
ALl

[———

6 months for working
capital and 24 months
for fixed capital.

has a successful program in place known as Cre-
diamigo (Friendly Credit).

Anotherinnovation is the reduction in credit cost.
The interest rate fell from 60% to 8% p.a. Be-
sides the interest rate, entrepreneurs only need
to pay a Credit Arrangement Fee (7axa de Aber-
tura de Crédito — TAC), which has been reduced
from 3% to 1%.

Sources of funds

The funds come from the microcredit investment
requirement, which correspond to 2% of the total
demand deposits that commercial banks must in-
vestin microcredit or compulsorily keep deposited
in the Central Bank. Currently these funds total
R$3.15 billion.

Starting in January 2012, a minimum percentage
of the balance in the microcredit portfolio of all
banks, which is formed by resources from the re-
quirement, will have to be earmarked for produc-
tive oriented microcredit operations. This percent-
age will be 10% from January 2012 and rise to
409% starting in July, to 60% starting in January
2013 and to 80% starting in July 2013.

Funds for interest rate reduction

The actual federal government expenditure on the
program corresponds to the equalization of inter-
est rates, i.e., to the supplementation of resources
required for federal public banks to provide credit
at the new level of fixed interest rate of 8% p.a.
To achieve the targets of 3.46 million active clients
and R$ 2.99 billion in active portfolio in 2013, the
supplementation of federal government funds will
be of R$ 50 million this year, R$310 millionin 2012
and R$ 483 million in 2013.



Supersimples (Unified Tax Collection System)

Changes in the legislation to benefit small businesses and micro-entrepreneurs

The Unified Tax Collection System (Simples Nacio-
nal) is a single tax collection system that embraces
seven different federal, state and local taxes, thus
reducing costs and facilitating the formalization of
micro and small enterprises in Brazil.
Complementary Law No. 139 enacted in Novem-
ber amends the National Statute of Micro and
Small Enterprises (Complementary Law No.
123/2006), in order to ensure more benefits and
opportunities for small entrepreneurs in Brazil.
The new law, which is the result of an agree-
ment between the Federal Government and the
Mixed Parliamentary Front of Micro and Small
Enterprises that sped up its processing, will be
effective from January 1, 2012.

Changesin the law move the Unified Tax Collection
System to a new level, covering a larger number of
micro enterprises (ME), small enterprises (SE) and
individual entrepreneurs (IE) and enabling those
that have already opted in to the Unified Tax Col-
lection System to pay less tax. Procedures will also
be simplified, further facilitating the fulfillment of
tax obligations by entrepreneurs.

Small and micro enterprises form the basis of
the country’s productive structure, accounting for
77% of formal enterprises in Brazil. Currently,
5.6 million enterprises have opted in to the Uni-
fied Tax Collection and the Individual Micro-en-
trepreneur systems.

MAIN MEASURES

Increased inclusion limits

The amount of annual gross revenue limits for
enjoying tax benefits has been adjusted by 50%
for micro and small enterprises and by 67% for in-
dividual entrepreneurs. With this increase, more
companies will benefit and those already included
in the system that migrate to lower ranges will
also pay less tax.

Check out the new limits:

Change in upper range limits for
inclusion in SUPERSIMPLES

R$3 6 million
More enterprises
. . 0°/o
will benefit and all
will pay less tax R$ 2.4
million

50%

f* R$ 360,000

R$ 240,000

Small
Enterprise

Micro- (SE)
enterprise (ME)
Individual micro-
entrepreneur (IE)
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Tax relief and incentive to exports

Micro and small enterprises may engage in exports
without being excluded from the system, within an
amount equivalent to the maximum gross revenue
allowed for benefiting from the Unified Tax Col-
lection System. In practice, micro and small enter-
prises can double the inclusion limit, provided that
half their revenue comes from foreign sales.

Less bureaucracy

Individual Entrepreneur

* Registration, alteration and exclusion of indi-
vidual entrepreneurs may be done at any time
over the internet.

* Collection of all labor taxes and contributions
in a single form. To this end, the government
will create the Unified Statement of Social In-
formation for individual entrepreneurs, which
will replace the GFIP, RAIS, CAGED and the
Monthly Report of Gross Revenues.

Micro and Small Enterprises
* Reduction from 3 years to twelve months of

downtime required for the simplified write-
off process.

 Elimination of the need to complete an Annual
Unified Tax Collection Form. The data reported
for the unified monthly calculation of taxes will
be used to make up the annual tax report.

Easier processes to pay off debts

Micro and small enterprises may pay accrued tax
debts in up to 60 monthly installments. Before,
many enterprises were excluded from the special
tax system because of tax debts and ended up
being taxed under the presumed profit system.
Now, with changes in the Unified Tax Collection
System, these companies may pay off their debts
and still pay less tax.

The adoption of this set of measures will enable
improving the institutional and fiscal environ-
ment for micro and small entrepreneurs. This
means easier ways to formalize and strengthen
an important segment of companies, making
them more competitive and improving the coun-
try’s economy.

MEIL:In 2001 the number of registered entrepreneurs had increased 94% by October

By registering in the Individual Entrepre-
neur program, entrepreneurs are formalized
and may issue invoices, thus increasing their
business opportunities. In addition, they
have guaranteed access to disability com-
pensation, retirement by age, maternity bo-
nus after the grace period and reclusion aid.
In October, the number of registered individ-
ual entrepreneurs reached 1,732,993.

Evolution of Registered Individual Entrepreneurs
(in 1,000) 1620 11

1,281
1,185 8

1039 1,102

Jan/11 Feb/11 Mar/11 April/11 May/11 June/11 July/11 Aug/11 Sept/11 Oct/11

Source: Ministry of Finance




FIFA 2014 World Cup

Preparations for the World Cup

Works progressing, General World Cup Bill submitted to Congress and actions in the areas of security

and tourism underway

CONTINUOUS MONITORING OF

WORLD CUP WORKS WITH PERIODIC
ASSESSMENTS

Civil works in stadiums, airports, urban mobility
and ports in the 12 host cities for the FIFA 2014
World Cup are being closely monitored by the Fed-
eral Government.

A result of this monitoring, the second assess-
ment of the country’s preparation for the World,
was presented in September, 1,000 days shy of the
beginning of the event. The revised version of the
Responsibility Matrix updating dates and costs of
civil works was published in the Official Gazette

on November 9.

PROGRESS OF WORKS

Civil works in preparation for the World Cup are
moving at an appropriate pace. Most will be com-
pleted by 2013. Works in the Airport Passenger
Terminal at Sao Goncalo do Amarante Airport (RN)
and mobility works in Curitiba, Manaus, Sao Paulo

and Natal are expected to be completed in 2014.

Arenas

Agreements worth R$ 3 billion have already
been signed with BNDES. Civil works have start-
ed in all arenas, which will have environmental
certification. The eight stadiums with delivery
expected by December 2012 are: Belo Horizon-
te, Brasilia, Cuiaba, Curitiba, Fortaleza, Porto

Alegre, Recife and Salvador. The stadium in Rio
de Janeiro should be completed in February 2013;
Manaus, in June 2013; and Sao Paulo and Natalin
December 2013.

Airports

Civil works have started in nine airports: Rio de Ja-
neiro, Natal, Sao Paulo / Guarulhos, Sao Paulo / Vi-
racopos, Brasilia, Porto Alegre, Cuiaba, Curitiba and
Belo Horizonte. Besides the Natal airport, conces-
sions are in preparation for the airports of Guarul-
hos (SP), Viracopos (Campinas) and Brasilia.

Ports

Seven projects of quick implementation are aimed
at the construction of modern tourist terminals,
which meet the growing demand for cruises on
the Brazilian coast. Bids have already been invited
for such projects in the cities of Fortaleza, Natal,
Recife, Rio de Janeiro, Salvador and Santos. All
works are expected to started in January/2013 and
be completed by the end of 2013.

Mobility

Civil works are already underway in five cities:
Belo Horizonte, Cuiaba, Porto Alegre, Recife and
Rio de ]Janeiro. The projects will be completed in
2013, with the exception of one in Curitiba, two in
Manaus, one in Natal and one in Sao Paulo, which

are expected to be completed in May 2014.
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Investments for the 2014 World Cup

Curitiba, Oct/11

Curitiba, Oct/11

Fortaleza, Oct/11

35 projects in 13 airports totaling R$ 6.5
billion in federal funds, with R$ 408 million
to be invested by the concessionaire of the
Natal airport.

52 projects totaling R$ 12.4 billion, with
R$ 7.8 billion in financing.

12 stadiums involving R$ 6.7 billion, with
R$ 3 billion in BNDES financing already
committed.

7 ports with a total investment of
R$ 898.9 million.

REVISION OF THE RESPONSIBILITY
MATRIX

New amounts have been set for projects in the
areas of urban mobility, ports and airports, com-
pared to those contained in the Responsibility Ma-
trix signed by the 12 host cities in January 2010.
The main changes are related to the counterpart
contributions of states and municipalities.

There have also been changes in urban mobility
projects. In Cuiaba, the civil works of two BRT (Bus
Rapid Transit) corridors have been converted into

a single Light Rail Transit (LRT) project. In Belo
Horizonte, the Pedro II — Carlos Luz corridor has
changed from BRT to an exclusive bus corridor. In
Fortaleza, a change in the cost of expropriation for
the construction of the Parangaba / Mucuripe LRT
increased the cost of the project in relation to the
amount reported in the 2" World Cup Assessment.

WORLD CUP GENERAL LAW
Submitted to Congress in late September, the Gen-
eral World Cup Bill regulates five of the 11 guaran-



tees provided to FIFA for the Confederations Cupin
2013 and the World Cup in 2014: permissions for
entering and leaving the country; work permits;
protection and exploitation of commercial rights;
safety and protection; and compensation.

The formulation of specific laws for the World Cup
is common to many other countries that hosted the
event. The provisions of the Bill are in compliance
with the Federal Constitution and the federative
character of our Republic.

The bill, with 46 articles, sets special rules for vi-
sas — provides for easier and free grant of visa for
tourist proving that they are coming to Brazil for
the World Cup, protection of brands of products
that will be licensed for the World Cup, and penal-
ties for the illegal trade of tickets. In addition, the
bill establishes that broadcasters that do not own
the broadcasting rights may broadcast a maximum
of 30 seconds of World Cup coverage, intended for
journalistic and non-commercial purposes.

With the General World Cup Law, the Federal
Government completes the legislative initiatives
necessary for Brazil to host the World Cup. Two
important laws are already in force — the Differ-
entiated Contracting Regime and Law No. 12,350,
which provides for tax exemption and customs du-
ties. The other commitments are already covered
by existing national legislation.

WORLD CUP: PUBLIC SECURITY IS
REINFORCED

The Special Secretariat of Security for Big Events
of the Ministry of Justice was established in August
to coordinate efforts regarding this matter, includ-
ing investments in technology, information systems
and cutting-edge equipment, aimed not only at the
sporting events the country will be hosting, but also
at improving the national public security system.
Through joint actions with the twelve World Cup
host cities in partnership with state public secu-
rity secretariats, the Special Secretariat has teams
traveling to the states where those cities are lo-
cated to assess technical and operating conditions,
in order to organize local plans of action during
the World Cup.

One of the main actions of the Secretariat is the
establishment of Integrated Command and Control
Centers. There will be 14 such centers in operation,
with two at national level (Brasilia and Rio de ]a-
neiro) and another 12 at local level, one in each of
the host cities.

Another duty of the Secretariat is the integration
of federal and state security systems to the secu-
rity systems of Interpol — International Criminal
Police Organization.

The control of migration and the inspection
of goods coming into the country will also be

Pelé is the honorary World Cup ambassador

A soccer idol worldwide, Pelé was appointed as honorary World Cup ambassador by the Brazil-

ian President. The unprecedented title was created in July this year by presidential decree. The

ambassador will be responsible for representing the country in FIFA events and will work to

promote the image of the 2014 World Cup.
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strengthened through the acquisition of more
modern and safer systems and equipment.

TECHNICAL SCHOOLS WILL OFFER
PROFESSIONAL TRAINING FOR THE
WORLD CUP

The federal institutes of education and science &
technology will offer training programs in foreign
languages and in areas like tourism and hospital-
ity, among others, to meet the demand for labor
generated by the World Cup.

In Brasilia, beginners and continued training
courses are being offered in foreign languages,
services and civil construction, in partnership
with the Government of the Federal District. In Rio
Grande do Sul, 1,000 women will attend training

courses in hospitality and tourism.

PROMOTING BRAZIL AND PROVIDING
TOURIST INFORMATION OVER THE
INTERNET

A portal created to promote the World Cup host
cities was launched in October containing videos
that web surfers can watch images in 3602 and

interact online. Five cities already have videos on
the website: Rio de Janeiro, Cuiaba, Curitiba, Sal-
vador and Manaus. All the host cities should have
been covered by early 2012. The portal address is
http://www.braziltour360.com

Another portal launched, Viaje Legal (Travel Nice-
ly) (http://www.viajelegal.turismo.gov.br), offers
important tips for a peaceful trip, such as contract-
ing services, accommodation, travel packages,
tickets and health tips.

The portal also provides information on recent top-
ics such as new laws and regulations and consumer
rights in case of flight delays and cancellations.
This information is also contained in the Tourist
Pocket Guide (Guia de Bolso do Turista), whose
second edition was released this year and is avail-
able for download from the Viaje Legal portal.
The Executive World Cup Group (Grupo Executivo
da Copa — Gecopa) has published a public notice
for projects to promote the country, with a focus
on the World Cup. The deadline for submitting
proposals was October 31. The 285 entries will be
analyzed with a view to their possible inclusion on
the national and international promotion agenda.

Schedule of World Cup games has been announced

The Schedule and locations of the 2014 World Cup games were announced last October. Sao

Paulo will host the opening game on June 12 and Rio de Janeiro will host the final on July 13.

All 64 games have been distributed over the 12 host cities. In the first phase, all capitals will

host at least one match involving a seed team, and all the cities will host four games. The

Round of Sixteen will be played in Belo Horizonte, Brasilia, Fortaleza, Porto Alegre, Recife,

Rio de ]Janeiro, Salvador and Sao Paulo; quarter-finals in Brasilia, Fortaleza, Rio de Janeiro

and Salvador. Belo Horizonte and Sao Paulo will host the semi-finals and the third place play-

off will be held in the federal capital.



Restructuring the civil aviation sector

Airport concessions will accelerate investments

Concessionaires will be required to invest in infrastructure improvements and services at the airports
granted in concession, and proceeds received by INFRAERO will be invested in the other airports

controlled by the company

AIRPORT CONCESSION MODEL

By 2012 the country will have four airports grant-
ed in concession to private companies as part of
the policy to restructure the civil aviation sector.
The purpose of the concession is to accelerate in-
vestments, so as to meet the growing demand for
airport services in the country. While passenger
traffic increased 40% on average worldwide in
the period 2003 to 2010, in Brazil the increase was
118% over the same period.

The auction for the first concession — the airport of
Sao Gongalo do Amarante (RN) was held in August
11. The winning consortium offered R$ 170 mil-
lion for the right to build and operate the airport
— twice the minimum amount stipulated by the
federal government.

The concession model for the airports of Brasilia,
Guarulhos and Viracopos was submitted to the
Court of Audit (TCU) on October 13 for consider-
ation of the proposal before the auctions.
According to the model, the concessions will be
held through Special Purpose Entities — SPEs, con-

sisting of private investors and with the participa-
tion of INFRAERO - limited to 49% of the capital.
Some of INFRAERO's shares will be negotiated
with its employees. Thus, the SPE will be respon-
sible for making new investments in and manag-
ing these airports.

According to the government proposal, the terms of
the concessions will be as follows: 20 years for Cumbi-

ca, 25 years for Brasilia and 30 years for Viracopos.

Public Fund

The government expects to raise at least R$ 5.6
billion over the concession period. These resourc-
es will go to a public fund — the National Civil
Aviation Fund (Fundo Nacional da Aviagao Civil -
FNAC), responsible for promoting investments in
the other airports of the country that will remain
under the control of INFRAERO.

Resources are estimated from the amount of the
minimum bid proposed of R$ 2.3 billion for Cumbi-
ca, R$ 521 million for Viracopos and R$ 75 million
for Brasilia.

Mandatory investments for concessionaires in the first 18 months

Brasilia

Guarulhos

Viracopos

* Expansion of the international pas-
senger terminal: an additional 1,000
passengers boarding and 1,200
de-boarding (during rush hours).

* New yard for 24 aircrafts.

* New passenger terminal:
1,800 international passen-
gers boarding and 2,200 de-
boarding (during rush hours).

* New yard for 32 aircrafts.

« Expansion of capacity for an ad-
ditional 1,550 international pas-
sengers de-boarding and 1,500
boarding (during rush hours).

 New yard for 35 aircrafts.
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In addition to the bids, the government proposes to
keep part of the companies’ revenue over the con-
cession period. This revenue share will be 10% for
Cumbica, 5% for Viracopos and 2% for Brasilia.

Investments

The winners of the concessions will invest ap-
proximately R$ 21 billion. Much of this investment
should be made in the first 18 months, because
of the World Cup. The concession contracts pro-
vide for fines in case the demand fails to be met

throughout the term of the contract.

AIRPORT MANAGEMENT

Twelve Airport Management Centers (Centros de
Gerenciamento Aeroportuario— CGA), a new man-
agement system created by the federal govern-
ment are already in operation at the airports of
Guararapes (PE), Guarulhos (SP), Congonhas (SP),
Brasilia (DF), Galeao (R]), Santos Dumont (R]),
Confins (MG), Salvador (BA), Porto Alegre (RS),
Curitiba (PR), Manaus (AM), and Fortaleza (CE).
The Centers are areas set up with the aim to coor-
dinate and monitor in real time aircraft operations,
passenger traffic and baggage handling at the air-
ports, in sync with the airlines and public inspec-
tion and control agencies operating at airports
such as the Federal Police, the Internal Revenue
Service, the National Health Surveillance Agency
(Agéncia Nacional de Vigilancia Sanitaria — AN-
VISA) and the Agricultural Surveillance Agency

(Vigilancia Agropecuaria— \ligiagro).

IMPROVING AIRPORTS IN THE COUNTRY

Besides the R$ 6.5 billion to be invested in airports
for the World Cup, an additional R$ 1 billion will be
earmarked for other projects to improve airport in-

frastructure and services. Works are already under-
way in maneuvering areas, in addition to improve-
ments in yards, terminals and control structures.
This year, works have already been completed at
the airports of Recife, Sao Paulo (Guarulhos) and
Campinas. Recife received the complete Airport
Connector — with the completion of two construc-
tion work phases, and Operational Modules have
been inaugurated at the airports of Sao Paulo.

INFRAERO PUBLISHES FIRST BID
NOTICES UNDER A DIFFERENTIATED
CONTRACTING REGIME (RDC)

In October, INFRAERO published the first bid notice
based on the Differentiated Contracting Regime
(Regime Diferenciado de Contratagoes— RDC).

The bid will select a company to undertake the
preliminary studies and basic and executive proj-
ects of the works to expand and rehabilitate the
parking lot of Joao Pessoa International Airport.
Two more bid notices under the RDC were pub-
lished on November 1% one to supply and install
the transportation and baggage handling system
at terminal 2 of Galedo airport (R]) and another
for the construction of the new control tower and
facilities of the Department of Airspace Control
(Destacamento de Controle do Espago Aéreo— DT-
CEA) at the airport of Salvador (BA).

The RDC was established to improve government
procedures for contracting services and works and
should be applied exclusively to bids and con-
tracts required for the Confederations Cup and the
FIFA World Cup, and the Olympic and Paralympic
Gamesin 2016, as well as infrastructure works and
the contracting of services for the airports of the
state capitals located up to 350 km far from the cit-
ies hosting said competitions.



Transparency and access to information

Law on Access to Information and the Truth Commission

New measures to strengthen democracy and the full exercise of citizenship

The entry into force of the law regulating access
to public information and the law creating the Na-
tional Truth Commission is a milestone to bring
transparency to State actions and secure access to
the full history of the Brazilian people.

Access to Public Information

The Law on Access to Information (Law No.
12527/2011) guarantees all citizens access to doc-
uments and information produced by the public
administration at the three levels of the federa-
tion. Among the information to be provided are
data on costs, tenders, contracts, program execu-
tion, actions, projects and civil works.

Public agencies will have six months to organize
and publish their data on the internet, in simple
and accessible language. The so-called “Citizens
Information Service” (Servico de Informacao ao
Cidadao) will also be required to provide informa-
tion that fails to be found within up to 20 days.
Another major change concerns the classification
of information, since no document will be kept
confidential forever.

Confidential information will only be classified
as top secret if, exceptionally and justifiably, it is
essential to the security of society and the State,
and will be protected for a period of 25 years of se-
crecy, renewable for another 25 years. Secret and
reserved documents will remain as such for up to

15 and five years respectively.

The new law also prohibits restricting access to in-
formation about human rights violations or that are
necessary for the protection of fundamental rights.
Access to personal information that is offensive
to privacy, private life, honor and image may be
restricted, with a maximum of up to 100 years of
secrecy, as provided for in the current legislation.
The new law, however, establishes exceptions to
this restriction of access: medical treatment; sta-
tistics and research; public interest; investigation
of irregularities; and actions for the recovery of
relevant historical facts.

Within a period of two years, all public agencies
should assess and reclassify their documents
based on the new law. Any person may request a
review of the classification by the agency, with the
possibility of appeal before a higher court.

National Truth Commission

The National Truth Commission created by Law
12528/2011 will review and clarify human rights
violations that occurred between 1946 and 1988,
in order to ensure the right to memory and his-
torical truth.

It will consist of seven members chosen by the
President of the Republic for their ethical behavior
and conduct in defense of democracy and human
rights. The group will have two years to request
information and documents from public agencies;

summon witnesses; promote due diligence; re-
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quest expert opinions; and hold public hearings. nearly 16 years and by the Amnesty Commission
At the end of the deadline, it should submit a re- for 10 years.

port containing its findings. The Truth Commission can also recommend the
The Truth Commission will build upon the work adoption of measures and public policies to pre-
that has been carried out by the Special Commis- vent human rights violations and ensure their
sion on Political Deaths and Disappearances for non-recurrence.

Open Government Partnership

On September 20, the President of the Republic co-chaired, alongside the President of the Unit-
ed States, the official launch of the Open Government Partnership (OGP). The initiative aims to
globally disseminate and encourage government practices such as budget transparency, public
access to information and social participation. In all, nine countries — including Brazil — and
nine non-governmental organizations are participating in the Steering Committee. To date, 47
countries have already joined the initiative.

During the launch, the countries that make up the Steering Committee endorsed a Declaration
of Principles and presented their Open Government Action Plans. The Brazilian Action Plan was
developed through consultations with various agencies and civil society and its implementation
will be accompanied by the Interministerial Committee on Open Government (Comité Intermi-
nisterial para Governo Aberto— CIGA), established specifically for this purpose by a Presidential
Decree of September 15.

Commitments made by Brazil include adjusting the Transparency Portal to the “open data” stan-
dard; implementing the Federal Access to Information System; implementing the National Open
Data Infrastructure (Infraestrutura Nacional de Dados Abertos—INDA); providing data from the
Agreements System (Sistema de Convénios— SICONV) in an “open data” format; and developing
the “Aquarius Platform” for managing strategic Science and Technology information.

The Plan of Action also includes holding the First National Conference on Transparency and
Social Control (Conferéncia Nacional sobre Transparéncia e Controle Social — Consocial), al-
ready convened by presidential decree, and the First National Open Data Meeting, in addition
to the adoption, by the federal government, of integrated electronic systems for the manage-
ment of public funds.



Environment and sustainability

Actions for sustainable development

Fight against deforestation, proper management of solid waste, improved procedures for
environmental licensing, coupled with incentive to energy efficiency, ensure development with

environmental preservation

Fighting deforestation and environmental
degradation

Environmental monitoring, control and inspec-
tion have been intense through actions between
IBAMA, the Federal Police, the Armed Forces and
the National Public Security Force.

Measures adopted by the Plan of Action to Prevent
and Control Deforestation in the Amazon (Plano de
Acao para Preveng¢ao e Controle do Desmatamen-
to da Amazonia — PPCDAm) had already reduced
deforestation from 27,000 sq km in 2004 to 7,000
sq km in 2010. The PPCDAm is of an interministe-
rial nature and coordinates Government efforts to
combat illegal logging.

Data from the DETER system, which issues daily
alerts on deforestation in the Amazon to guide in-
spection and ensure effective actions to control log-
ging, show that from January to September 2011 the
deforested area corresponded to 1,835 sq km. This
area is 1.5% smaller than in the same period of
2010, when deforestation reached 1,862 sq km.
Since DETER figures are indicative of the defores-
tation trend, the result for the first nine months of
the year indicate a reduction in deforestation in
2011 against previous years. DETER results show a
similar trend for September 2011, when deforesta-
tion stood at 253.8 sq km, the smallest area for the
month since 2004. Compared to September 2010,
the deforested area decreased by 43%.

Annual deforestation rate in the Legal Amazon
and Conservation Units (ha)

2003 94,701

2,539,600

115,460

—
w
_
_
w
hm

Ry

2004

2005 70,144

1,901,400

2006 37,710

1,428,600

2007 51,814

2008 41,622

2009 30,348

2010 | 13,398

B Deforestation in Conservation Units — CU

M Total deforestation in the Legal Amazon

Source: Ministry of Environment

By October of this year, 1,473 notices of violation
had been issued, totaling R$550.92 million; an area
of 76,929.64 ha had been embargoed and 41,022.84
cubic meters of logs and 4,479 animals seized.

Improving licensing procedures

Licensing for ports, federal highways, oil ex-
ploration and electricity transmission lines has
changed. The process is now faster and more
transparent. Five new ministerial directives have
been issued establishing procedures for request-
ing and granting licenses whereas keeping the
strictness and technical criteria without chang-
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ing the laws, decrees and resolutions that ensure
minimum impacts and compensation for environ-
mental damage.

Entrepreneurs and the technical area of IBAMA
gained greater legal certainty. Clearer rules de-
signed to avoid double interpretation and discre-
tion in the analysis of judicial proceedings and
ensure sound technical basis for decision-making
have been in force since October 28. A necessary
step forward to streamline initiatives that move
the economy, promote economic growth and gen-
erate employment and income.

The modernization of the licensing process will
also enable recovering an environmental liability
of more than 50 years. A total of 35 ports, 12,000
km of transmission lines and 55,000 km of federal
highways will be legalized.

Those that have already been legalized and those
that are in the process of legalization will not
require new licensing procedures to implement
small low-impact projects such as maintenance
dredging and deepening of channels. The autho-
rization from IBAMA will suffice. Minor works
in highways, which are required to ensure traf-
fic safety and improve it within the domain area
and with specific environmental permits will also
be authorized. Oil exploration may be licensed by
polygon rather than requiring a license at each
new well, improving the management of environ-
mental licensing and ensuring society greater ac-
cess to information.

Environmental Value: the use of garbage
and solid waste
The National Solid Waste Plan, which is part of the

National Solid Waste Policy will be under public
consultation from September 5 to December 24
2011, at:

http://www.cnrh.gov.br/pnrsnac

To discuss the Plan’s guidelines and targets, public
hearings have been held in five regions. The Plan
will be in force for an undetermined period, with a
20-year horizon and updates every four years.
The Plan will establish actions to address waste
from its generation to final disposal, including col-
lection, separation or temporary packaging, treat-
ment, recycling and disposal.

Encouraging Energy Efficiency

The basic premises and guidelines of the National
Energy Efficiency Plan (Plano Nacional de Eficién-
cia Energética— PNEf) were published on October
19, 2011. Prepared by the Ministry of Mines and
Energy with the cooperation of experts from the
energy sector in partnership with research cen-
ters, universities and institutes of standardization
and metrology, other government agencies, and
the private sector, they are intended to guide the
development of actions to meet the needs of the
national economy with the lowest energy use pos-
sible, according to environmental sustainability
requirements.

Savings corresponding to approximately half the
current electricity consumption in the Northeast,
or the equivalent to the generation of the hydro-
electric plants of Santo Antonio and Jirau are ex-
pected for 2020, thus avoiding a cost of R$ 29 bil-
lion. These measures contribute to ensuring that
Brazil will continue to boast one of the cleanest

energy matrices in the world.



Federal State Relationship

Partnerships with states and municipalities

Improved fiscal situation enable 17 states to increase their investment capacity

Increasing fiscal credit for states

The Federal Government has authorized 17 states
to increase their investments by R$ 37 billion. The
governments of Acre, Alagoas, Amazonas, Bahia,
Ceara, Maranhao, Mato Grosso, Minas Gerais,
Paraiba, Parana, Pernambuco, Piaui, Rio de ]a-
neiro, Rio Grande do Sul, Rondonia, Sao Paulo
and Sergipe may take out loans for infrastructure,
sanitation and urban mobility projects and imple-
mentation of regional development actions among
others. The authorization has been granted under
the Fiscal Restructuring and Adjustment Program,
which will remain in effect until 2013.

Additional fiscal credit limit

Additional limit
(in R$ million)

AC 629.03
AL 666.48
AM 1,392.45
BA 2,566.06
CE 3,848.09
MA 2,000.00
MG 3,000.00
MT 2,195.46
PB 500.00
PE 2,735.15
PI 927.20
PR 1,192.12
R] 5,999.97
RO 22891
RS 1,466.58
SE 682.97
SP 7,000.00

Source: National Treasury Secretariat/Ministry of Finance

The loans will be contracted from BNDES, the
World Bank, the Inter-American Development
Bank (IDB) and the Development Bank of Latin
America (CAF). This increase in the credit limit is
the result of the improved fiscal situation of the
states, which is now stronger, and helps to keep

the Brazilian economy growing.

Constitutional transfers grow

A total of R$ 40.18 billion were transferred to
municipalities al over the country in the first ten
months of 2011, through the Municipal Revenue
Sharing Fund (Fundo de Participagao dos Munici-
pios — FPM), exclusive of the FUNDEB share. This
amount is 24% higher than that transferred in the
same period of 2010.

Transfers to the states through the State Revenue
Sharing Fund (Fundo de Participacao dos Estados
— FPE) totaled R$ 38.94 billion from January to

Transfers to FPE and FPM
January — October in R$ billion
3894 40.18
32.40
e 30.96
I FPM
2010 2011
Source: National Treasury Secretariat/Ministry of Finance
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October — a rise of 25.7% in relation to the same
period last year.

Credits granted by Constitutional Funds in the
Northeast (FNE), North (FNO) and the Central-West
(FCO) totaled R$ 12.5 billion from January to Sep-
tember this year. The contracted amount this year is
11.6% higher than that of the same period in 2010.

Sanitation in small municipalities

The results of the selection of bids for sanitation
works and projects in municipalities with less than
50,000 people, under the PAC 2, were announced
by FUNASA in August. FUNASA will invest R$ 2.2
billion in this first phase. By 2014, investments
will total R$ & billion.

In the “civil works” modality, 1,858 proposals in
the area of water supply and sanitation and 1,412
in the area of household sanitation improvements
have been pre-selected for the interview phase.
The selection process is now in the phase of tech-
nical visits in the municipalities. Publication of
the final result and the respective contracting are
planned for December 2011. In the “project devel-
opment” modality, 2,706 proposals have been se-
lected, one per municipality.

The Ministry of Cities will also finance basic sani-

tation projects for municipalities with population

up to 50,000. The registration of letters of consul-
tation ended in July. The 134 proposals selected,
which will benefit 125 municipalities, amount to
R$ 1.127 billion in loans.

Guidelines for active search under the

Brazil without Extreme Poverty Plan

On October 25, the Ministry of Social Development

and Fight against Hunger published a Normative

Instruction with guidelines for municipal manag-

ers and technicians to carry out the active search

under the Brazil without Extreme Poverty Plan.

The document covers three lines of action:

* Inclusion of families in extreme poverty in the
Unified Register and updating of the informa-
tion required to monitor these families;

* Procedures to accurately identify, in the Unified
Register, all the families belonging to tradition-
al peoples and specific communities or groups;

 Partnerships needed to identify and register all
families in socioeconomic vulnerability, espe-
cially those living in remote areas or in regions
considered violent.

The instruction also presents a protocol for the

establishment of partnerships at municipal and

federal levels under the Brazil without Extreme

Poverty Plan.
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Brazil and the World

MULTILATERAL AGENDA

Brazil at the 66" UN General Assembly

On September 21, Brazil once again opened the
debates of the UN General Assembly in New York,
during its 66" annual session. Since the inception
of the United Nations in 1945, Brazil has tradition-
ally opened the debates of the General Assembly.
This was the first time the session was chaired by
a woman.

Brazil’s intervention sought to point out that the
world is facing an economic, governance and poli-
tics coordination crisis. The country advocated the
reconstruction of global governance mechanisms,
as well as the importance of concerted action by
the international community to tackle the finan-
cial crisis. Also highlighted was the need for bal-
ance between fiscal adjustments and the stimuli
needed for the resumption of growth; greater reg-
ulation of the financial system through controls
on the currency war and the adoption of floating
exchange rate regimes; and the reform of multilat-
eral financial institutions to increase the partici-
pation of developing countries, which are largely
responsible for global economic growth.

In the political sphere, Brazil expressed support
for the proposed full admission of Palestine to the
UN, since the recognition of the legitimate right of
the Palestinian people to sovereignty and self-de-
termination increases the possibilities of lasting

peace in the Middle East. The country also insisted
in the interrelationship between development,
peace and security, and in the association between
development policies and the strategies of the Se-
curity Council in the search for sustainable peace.
The need to reform the Security Council was also
highlighted.

Still in New York, Brazil participated in four other
events: Launch Meeting of the Open Government
Partnership; Meeting on Chronic Non-communi-
cable Diseases; Colloquium on Women's Political
Participation; and Meeting on Nuclear Security.

Syria: IBSA Mission to Damascus

A Delegation of the IBSA (India, Brazil and South
Africa) met with the President and the Minister of
Foreign Affairs and Expatriates of the Arab Re-
public of Syria in August 2011, to discuss the situ-
ation and development of the country’s political
crisis, and deliver a document summarizing the
position of IBSA countries, which condemn the
disproportionate use of force. On the occasion,
the Syrian president assured the delegation of his
commitment to the reform process, which would
aim to lead to a multiparty democracy, includ-
ing through constitutional revision. Recalling the
adoption of the Presidential Statement of the UN
Security Council of August 3, 2011, the delegation
reaffirmed its commitment to the sovereignty, in-

dependence and territorial integrity of Syria, but



expressed concern about the situation in the coun-
try, condemned violence from all parties and de-
manded concrete results from the reform process
announced by the Government.

Fifth Summit strengthens Brazil-European
Union relations

The Fifth EU-Brazil Summit was held in Brussels
on October 4. On the occasion, Brazil reiterated its
view that multilateralism is the best way to en-
gage the international community in finding solu-
tions to serious global problems that hinder the
achievement of sustainable development. With
regard to Rio+20, the country highlighted its ex-
pectation that the Conference will emphasize the
centrality of sustainable development and the
importance of a balance between its environmen-
tal, social and economic pillars. The situation in
Europe, in general, and in Greece, in particular,
was also addressed during the Fifth Summit, and
the urgent need to find a solution to the financial
crisis was discussed. In the bilateral sphere, the
highlight was the adoption of the joint Action Plan
for the promotion of international peace and secu-
rity, the strengthening of democracy and the rule
of law, respect for human rights and fundamental
freedoms for all, and the promotion of sustainable
development with social inclusion and environ-
mental protection.

Brazil and the EU reached an understanding on
Science, Technology & Innovation, Tourism and
Culture. Brazil is the fourth main destination
for European investment, with a stock in excess
of US$ 180 billion —after only the U.S., Switzer-
land and Canada — and the sixth largest investor

in the European Union, with investment stocks

of about US$ 80 billion. Bilateral trade has also
grown consistently, totaling US$ 82.25 billion by
October 2011, with a balance of US$ 6.38 billion
favorable to Brazil.

IBSA stresses Brazil-India-South Africa
cooperation

The Fifth IBSA Summit took place on October 18 in
Pretoria. In its eighth year of existence, the Forum
consolidated itself with a history of joint actions
and projects completed.

The Summit addressed the three aspects of the Fo-
rum: dialogue and political cooperation; sectoral
cooperation; and cooperation with third coun-
tries through the IBSA Fund. The direct dialogue
between the Heads of State and Government fo-
cused on economic and financial issues and top-
ics related to international peace and security,
including the presence of Brazil, India and South
Africa in the UN Security Council in 2011, as non-
permanent members.

Brazil reiterated that the current financial crisis
exposes the fragility of global economic gover-
nance and the difficulties faced by the political
leaders who are at the epicenter of the crisis. The
country anticipated its expectation that the G-20
will convey to the world a strong message of po-
litical cohesion and macroeconomic coordination,
in view of the urgency to solve the sovereign debt
problem, reverse the global recession, advance
in the requlation of the financial system, and put
an end to monetary policies that cause exchange
wars and encourage protectionism.

In relation to recent political events in the Middle
East and North Africa, the IBSA countries advo-
cated the immediate end of the repression against
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civilian populations and encouraged national dia-
logue in the search for a non-violent solution. They
also agreed that armed interventions, especially
those carried out at the margins of international
law, do not bring peace or protect human rights.
Also discussed was the issue of sustainable de-
velopment in preparation for the Climate Change
Conference in Durban (COP 17) and Rio+20.

G-20

Brazil participated in the G-20 Summit in Cannes,
France, on November 3 and 4, to discuss the direc-
tion of the world economy and, in particular, the
financial crisis affecting developed countries. On
the initiative of Brazil, a BRICS meeting was held
the day before the Summit, in order to coordinate
the positions of emerging countries.

At the G-20 meeting, Brazil argued that overcom-
ing the crisis requires including growth, job cre-
ation and social inclusion high on the international
economic agenda. It emphasized particularly the
concern with protecting the most vulnerable pop-
ulation from the consequences of the crisis and
unemployment, especially among the younger
population. In this regard, the country supported
a proposal from the International Labor Organiza-
tion (ILO) to establish a basicincome floor, with the
organization of a safety net for these populations.
Brazil also stressed the need to strengthen the
International Monetary Fund (IMF), with the pro-
vision of additional resources as a way to support
all nations, not just European countries, in over-
coming imbalances and reducing the systemic
risk of the crisis. Brazil is willing to contribute to

increasing Fund resources, but warned that in-

ternational financial organizations like the IMF
and the World Bank should reflect, in their re-
form processes, the greater weight of emerging
countries in the global economy.

Another issue widely discussed was the impor-
tance of strengthening financial requlation. Brazil
argued that preventing financial markets from be-
ing a source of instability for the global economy
necessarily entails strengthening supervisory
rules and regulations.

In relation to climate change, Brazil reiterated its
position in favor of the principle of common but
differentiated responsibilities on the part of both
developed and developing countries. Therefore,
the approval of new targets for developed coun-
tries in the Second Commitment Period of the Kyo-
to Protocol will be decisive for the success of the
Durban Conference, to be held in late 2011.
Meetings with Germany, Australia, China, Singa-
pore and Turkey were held on the sidelines of the
G-20 Summit. A meeting was also held with the
Director-General of the ILO and a delegation of

trade unions from various countries.

South America: UNASUR expands
economic coordination

The First Ordinary Meeting of the South American
Council of Economy and Finance of the Union of
South American Nations (UNASUR) was held in
August 2011. The creation of the Council is part of
the broader discussion about the need to reform
the international financial architecture. The Coun-
cil Statute and Action Plan, which will guide the
actions of the governments, were approved during
the First Meeting.



Brazilian participation in UNIFIL

With the approval of Congress, the Brazilian
government deployed a Brazilian Navy ship to
strengthen the naval component of the United
Nations Interim Force in Lebanon (UNIFIL). Bra-
zil participates in the first fleet used by the UN in
peacekeeping missions. In February, a Brazilian
officer took command of the UNIFIL Maritime Task
Force (MTF) made up of 800 military personnel. It
is the first time the MTF is led by a country that
is not a member of the Organization of the North
Atlantic Treaty (NATO).

BILATERAL AGENDA

Visit to Peru

The Extraordinary Meeting of Heads of States of
UNASUR was held in Lima on July 28, in the wake
of the inauguration of the new President of Peru.
On the occasion, Brazil stressed the need for great-
er coordination among the countries of the region,
in face of the international financial crisis.

Visit of the President of Argentina to
Brazil

The President of Argentina paid an official visit to
Brazil on July 29. On the occasion, an understand-
ing was reached on the need for coordination
among South America countries, in response to
the global economic crisis. The strength of trade
relations between the two countries has also been
enhanced. Over the past eight years, trade with Ar-
gentina has grown more than 360%. In 2010, trade
exchange hit a record high, with nearly US$ 33
billion in exchange. The trade flow increased by

nearly 30% in the first half of 2011. About 90% of
bilateral trade corresponds to industrial products.

Visit of the Prime Minister of Canada to
Brazil

The Canadian Prime Minister paid an official visit
to Brazil between 7 and 9 August. Four agree-
ments were signed in the areas of Air Services,
Social Security, Development and Third Countries
and Organization of the Olympic and Paralympic
Games. Important initiatives to improve dialogue
and bilateral cooperation — the Strategic Partner-
ship Dialogue, the Forum of High Executives and
the Dialogue on Energy were also announced. The
leaders agreed to strengthen cooperation in educa-
tion, science, technology and innovation, given the

priority the two countries assign to these issues.

Visits to Belgium, Bulgaria and Turkey
State visits to Belgium, Bulgaria and Turkey took
place from October 3-8.

Topics discussed during the official visit to Bel-
gium on October 3 and 4 included the exchange of
students under the Science without Borders Pro-
gram and the Brazilian interest in strengthening
bilateral cooperation in science and technology,
particularly nanotechnology, microelectronics,
biotechnology, nuclear materials and space tech-
nology. Brazil stressed its interest in partnering
with Belgian companies in projects in the area of
geostationary space satellites, ports, airports and
management of waterways.

In the first visit of a Brazilian Head of State to Bul-
garia, the topics discussed included cooperation

in education, information technology, energy and
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2011 Europalia Festival pays
homage to Brazil

transport. The Brazilian delegation also sought to
encourage cooperation in sports, with a view to
the 2016 Olympic Games, as well as to identify op-
portunities for Brazilian investments in Bulgaria.
In Turkey, bilateral agreements were signed in the
fields of education and criminal matters. The com-
mitment of both countries to the consolidation of
the strategic partnership was also reiterated dur-
ing the visit. An Entrepreneurial Seminar attended
by more than 1,000 Turkish entrepreneurs was
also took place in Ankara.

Visit to South Africa, Mozambique and
Angola

In the wake of the Fifth IBSA Summit, Brazilian
President visited South Africa, Mozambique and
Angola.

With South Africa, Brazil has a strategic partnership
to coordinate positions on political issues (under
the BRICS, IBSA, BSAIC and Financial G-20) and de-
velop different cooperation projects. There has been
a significantincrease in bilateral trade: South Africa

is Brazil's 4™ largest trading partner in Africa and
the second largest market for Brazilian products on
the continent, second only to Egypt.

The visit to Mozambique highlights the impor-
tance given to the country in Brazilian foreign pol-
icy. Mozambique is already the largest recipient
of Brazilian cooperation in very diverse projects,
including, in the field of health, the antiretroviral
drugs factory to be operated by Farmanguinhos,
and in the field of agriculture, the Pro-savanna
promoted by Embrapa in partnership with Japan,
for the development of agriculture in Mozambican
tropical savannas. Investments by Brazilian com-
panies in South Africa are also growing, especial-
ly after the opening of a special credit line from
BNDES in 2009.

With Angola, Brazil has also had a strategic part-
nership since 2010. In the political sphere, spe-
cial mention should be made of the cooperation
in actions to maintain stability in Guinea-Bissau,
another member of the Community of Portuguese
Speaking Countries, and to the association be-
tween Petrobras and a local company for oil pros-
pecting on the Angolan coast, in the energy sector.
Brazilian investments in Angola are growing, with
the presence of the largest Brazilian companies
from the civil construction, mining and energy sec-
tors. Angola is Brazil's 5™ largest trading partner
in Africa (flow of US$ 1.44 billion), and the third
largest importer of Brazilian products on the con-
tinent, behind only Egypt and South Africa.

Visit of the Ukrainian President to Brazil
The President of Ukraine officially visited Brazil
on October 25. One of the main topics on the agen-

da was the space area. Commitments in the areas



of defense and development and modernization
of military equipment were also strengthened.
In the area of energy and gas, the two countries
discussed the possibility of gas turbines for power
generation in pre-salt platforms, to be purchased
from Ukrainian companies or produced by Ukrai-
nian companies in Brazil. Also emphasized was
the importance of exports of Ukrainian urea and
ammonia, which can supply the fertilizer factories

that are being built under the PAC 2 Program.
The visit also marked the celebration of the 120%"

anniversary of Ukrainian immigration to Brazil.

Meeting with the Director-General of
UNESCO

Cooperation initiatives in the fields of education,
science, culture and communication were dis-
cussed during a bilateral meeting with UNESCO
in Paris, on November 5. UNESCO’s initiatives in
the areas of water resources, oceans, geology,
and climate change were identified as important
contributions to the preparation of Rio+20. Bra-
zil reiterated its satisfaction with the admission
of Palestine as a member of UNESCO approved
on October 31.
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Economic and financial

Provisional Presidential Decree

539 of July
26, 2011

540 of
August 2,
2011
(Grater
Brazil)

541 of
August 2,
2011
(Greater
Brazil)

543 of
August
24,2011
(Growing
Program)
544 of
September
29, 2011
545 of
September
29, 2011
546 of
September
29, 2011

* Confers jurisdiction on the National Monetary Council to establish rules for derivatives
trading.

* Reintegrates am

* Provides for the i
tribution to PIS /
FINS arising fro
tion of goods and

* Provides incentiv
petitiveness, inv
gregation of loca

* Reduces payroll
mation and com
goods industries.

e Extends to Dec 31, 2012 the effect of the Investment Support Program (Programa de
Sustentagao do Investimento— PSI).

* Authorizes the Union to participate as a shareholder in the Fund for Export Financing
(Fundo de Financiamento a Exportagao— FFEX) aimed at providing financing for exports
of Brazilian goods and services.

* Creates 120 positions of Foreign Trade Analyst to strengthen trade protection mechanisms.

* Gives financial i
the costs they ar
credit operations

* Sets specific rules for purchases and contracts in the defense sector.

* Provides for the regime of special tax and financing to encourage the industrial defense
base.

« Creates the Speci
tacao para Dese

* Alters taxation o

» Transfers from the Union to States, Municipalities and the Federal District, R$ 1.95 bil-
lion for export promotion.

Complementary Law

139 of Nov
10, 2011

* Increases the limits of annual gross revenue for the inclusion of (ME) and (SE) in the Uni-
fied Tax Collection System (Supersimples), setting additional limits for exporting Small
Enterprises (SEs), Micro-Enterprises (MEs) and Individual Micro-Entrepreneurs (MEIs).

* Simplifies procedures for starting and shutting down Small Enterprises (SEs) Micro-
enterprises (MEs) and Individual Micro-entrepreneurs (MEIs).




Law

12507 of ¢ Includes the tablet PC in the Digital Inclusion Program to encourage its production in
Oct 11,2011  the country.

12460 * Readjusts to 4.5% the reference values for the monthl
Aug 26, . .
5011 vidual Income Tax and deductions.

* Increases funds of the Investment Support Program (Programa de Sustentagao do In-
12453 of vestimento — PSI) and extends its effect to June 30, 2010 (already extended to Decem-
July 21, ber 31, 2012 by MP No. 541 of August 2, 2011).
2011 * Extends the cover of subsidy to companies located in municipalities under emergency
or public calamity situation as defined by decree.

* Establishes the Multi-Year Plan for the period 2012/2015, known as More Brazil Plan (Pla-
no Mais Brasil), which consolidates the federal government’s public policies and adopts a
framework that reflects a strategic, participatory and territorialized vision of government
planning, facilitating the communication of government’s objectives to society.

29/2011

Message

e Submits to the National Congress Resolution No. 66-2 of the Board of Governors of the
IMF on the Review of Quotas and Reform of the Fund’s Executive Board.

o With the measure, Brazil moves from the 14" to the 10" position in the ranking of IMF
shareholders.

480/2011

Decree

7578 of Oct e Establishes rules for the enforcement and control of tax measures for the FIFA 2014
11,2011 World Cup.

* Consolidates rules related to administrative procedures

7574 of Sept  dures and tax assessment, review of tax books and do
29,2011 representation for tax purposes, tax setoff and tax refu
Revenue Secretariat of Brazil.

* Regulates the Automotive Regime provided for in MP 540/2011, with different IPI (In-

7567 of Sept  dustrial Products Tax) for manufacturers in the country that meet the requirements of

15, 2011 regional production and investment in activities related to innovation, research and
technological development of products in the Country.

* Determines the creation and publication by the IBGE (B
and Statistics) of real estate price index in Brazil, in part
ings Bank (Caixa Economica Federal).

7565 of Sept
15,2011

7563 of Sept e Establishes the collection of IOF (Financial Operations Tax) on foreign exchange de-
15,2011 rivative transactions.




Decree (cont.)

7555 of Aug
19,2011

7546 of Aug e« Establishes mechanisms regulating the margins of preference for domestic products
2,2011 and services in government procurement.

7545 of Aug
2,2011

7541, 7542
and 7543 of
Aug 2, 2011

* Regulates the n

* Facilitates the m

* Regulates the extension for another 12 months of the IPI reduction on vehicles and
construction materials and the application of zero IPI rate on capital goods.

» Establishes the
System, in orde
trade policies.

7540 of Aug
2,2011

7536 of July « Regulates the Tax on Credit Operations, Exchange and Insurance, or relating to Bonds
26,2011 and Securities —IOF levied on derivatives.

Social

Law

* Establishes the National Program for Access to Technical Education and Employment
(Programa Nacional de Acesso ao Ensino Técnico e Emprego — Pronatec) aimed at stu-
dents, workers and beneficiaries of income transfer programs.

* Creates the ‘FIES-Enterprise’ (Fies-Empresa), allowing companies to contract FIES fi-

12513 of  nancing to pay for initial training and professional and technical education courses for
Oct 26, their employees.
2011 e Enables the Union to condition unemployment insurance to proof of enrollment and at-
(Pronatec)  tendance in initial and continuing training or professional qualification courses.

* Allows resources from FAT (Workers’ Assistance Fund) to be used in financing profes-
sional and technological education programs.

* Authorizes employers to exclude from the contribution salary expenses related to the
professional and technological education of employees.

* Establishes the P
promote environ
extreme poverty

1 rural areas
Oct 14, .
5011 Establishes the P

able generation o
* Extends from 3 to
per family.



Law (cont.)

12506 of e« Regulates the proportion notice of dismissal provided for in Art. 7, paragraph XXI of the
Oct 11,2011  Federal Constitution.
12499 of e Authorizes the Union to pr
Sept29, and public early childhoo
2011 District.
12487 of e« Establishes the special plan for the rehabilitation of the public physical school network
Sept 15,  to provide financial assistance in the rehabilitation of physical facilities of public schools

2011 in states, the Federal District and municipalities affected by natural disasters.
12483 0f E'sta.\bhshes rl{les for the or
victims and witnesses unde
Sept 8, A A
* Provides for the protection
2011 3 . S
with police investigation an
* Reduces from 11% to 5% the social security contribution for individual micro-entrepre-
neurs and low-income housewives.
* Establishes special and simplified procedures for processing the startup, registration,
alteration and shutdown of individual micro-entrepreneurs.
* Determines the payment of maternity pay owed to employees of individual micro-entre-
12470 of . . .
Aug 31 preneurs directly by Social Security.
Zgll "« Allows suspending the payment of the Continuous Cash Benefit (Beneficio de Prestacao
Continuada) when a disabled person enters the labor market.
 Promotes the adjustment of the concept of persons with disabilities, according to the
International Convention on the Rights of Persons with Disabilities.
* Allows the inclusion, as dependents, of children and siblings with intellectual or mental
disabilities.
1;?6; g N Establishes the mandatory
2:’)11 " health care services.

e Establishes the National System for the Prevention of and Fight against Torture to
strengthen the fight against torture and other cruel, inhuman or degrading treatment

in Brazil.
2442 of e Establishes the National Mechanism for the Prevention of and Fight against Torture
Sept 29, (Mecanismo Nacional de Preveng¢ao e Combate a Tortura— MNPCT), which aims to mon-
2011 itor persons deprived of liberty and shall be composed of 11 experts with outstanding

knowledge, performance and experience in the prevention of torture.
* Incorporates into Law the National Committee on the Prevention of and Fight against
Torture established in 2006 to combat torture in Brazil.

2208 of Aug .
31,2011 Creates the Federal Umve_



2207 of Aug e Creates the Federal University of Southern Bahia (Universidade Federal do Sul da
31,2011 Bahia— UFESBA).

2206 of Aug ¢ Creates the Federal Uni
31,2011 Sul e Sudeste do Parda—

2204 of Aug e Creates the Federal University of Western Bahia (Universidade Federal do Oeste da
31,2011 Bahia— UFOBA.

2126 of Aug e Civil Rights Framework
24,2011 ligations for Internet us

Message

* Submits to the National Congress an agreement establishing the exemption of short-
409/2011 stay visas for Brazilian and European Union citizens (except UK and Ireland) in the
territory of the other Party.

Decree

7589 of Oct e« Establishes the e-Tec Brazil Network for the purpose of developing distant professional
26, 2011 and technological education.

7583 of Oct .
U:fn;em:);;ed * Declares of social interest, for purposes of expropriation, rural properties covered by
2021 " the Quilombos Territory in the State of Minas Gerais — Brejo dos Crioulos Quilombo.
7572 of Sept
28, 2011 Regulates the Program
7571 of Sept Increases the withdrawing limit from escrow accounts of the Employee’s Dismissal
78 2011p Fund (Fundo de Garantia do Tempo de Servico— FGTS), for citizens affected by natural
’ disasters in the state of Santa Catarina.
7568 of Sept
16, 2011 Strengthens control ove
7562 of Sept ¢ Provides for the regulation, monitoring and evaluation of health care institutions that
15, 2011 offer medical residency and residency programs.
Unnumbsse e Establishes the Nation
of Sepi measures aimed at incr
2011
* Establishes the National Book and Reading Plan (Plano Nacional do Livro e Leitura—
7559 of Sept PNLL) as a pl.anmng, Sl.,lppol‘t. coordination and execution and reference strategy for
2 2011 promotion-oriented actions.

* The Plan aims to democratize access to books, train mediators to encourage and value
reading, among other things.

! November| 2011




Infrastructure

Provisional Presidential Decree

* Establishes the national register of municipalities with areas at risk of natural disasters.

* Determines the mapping of risk areas and the establishment of prevention and contin-
gency plans.

* Changes the Statute of the Cities by determining that municipalities with urban expan-
sion areas should develop an Urban Expansion Plan containing general guidelines for
the organized occupation of these areas.

e Authorizes the Federal Government to provide incentives to the municipality that
adopts measures aimed at increasing the supply of urbanized land for use in social
housing.

547 of
Oct 11, 2011

* Redefines the boundari

nia —PARNA), the Nati

* Regularizes the situati

542 of Aug  construction of the HP
12,2011 e« Regularizes the situati
zon since the 1970s an

* Allows the completion

country, which will hav

Law
* Confers to the National Petroleum Agency powers to regulate and inspect the use of
12490 of ethanol (biofuel).
Sept 16 * Changes the percentage limits of anhydrous ethanol addition to gasoline (18-25%).
2%11 " Extends the corporate objective of the Brazilian Post and Telegraph Company to allow
the development of integrated logistics and financial activities and electronic post-
cards.
485 of Reforms the lega}lfram
* Regulates the minimu
Sept 12, )
5011 * Confers to the National

ers to requlate and ins

» Establishes the Public Procurement Regime Differential (Regime Diferenciado de
12462 of Contratagoes Piblicas — DRC) for the 2013 Confederations Cup, FIFA 2014 World Cup,
Aug 5, the Rio 2016 Olympic and Paralympic Games, and construction of airports.
2011 * Creates the Civil Aviation Secretariat.
* Establishes the National Aviation Fund.




2330 of Sept e Establishes the measures relating to the organization and implementation of the 2013
19, 2011 Confederations Cup and the FIFA 2014 World Cup.

Decree

7581 of Oct * Regulates the Public Procurement Regime Differential (RDC) for the FIFA World Cup,
11, 2011 the Olympics, the Confederations Cup and airports.

7564 of Sept ¢ Improves resource manage
15, 2011 of the Northeast Developm

7578 of Oct * Regulates tax measures relating to the organization of the 2013 Confederations and
11,2011 the FIFA 2014 World Cup.
7560 of Sept e Establishes procedures for

8,2011 of the Olympic Public Auth

Unnumbered e Establishes the Steering Committee of the FIFA 2014 World Cup (Comité Gestor da
of July 26, Copa do Mundo FIFA 2014 —GECOPA), charged with planning and implementing the

2011 actions needed to host the event.
oty St e
21,2011

bitschek, in the Federal Dis

Ministerial Directive

* Approves the “National Plan for Enerqy Efficiency (Plano Nacional de Eficiéncia Ener-

594 0of Oct  gética— PNEF), Basic Premises and Guidelines”, which guides the actions to be im-

19, 2011 plemented for achieving energy saving targets in the context of the National Energy
Planning.

419 of Oct e« Regulates the activities of
26, 2011 involved in the environmen

* Provides for procedures to be applied by the Brazilian Environment and Natural Re-

420-MMA of . . Ve . ) .

Oct 26,2017  Sourees Institute (Instituto Brasileiro do Meio Ambiente e dos Recursos Naturais Reno-
' vaveis—IBAMA) in the environmental regulation and licensing of federal highways.

421-MMA of e Provides for the environm
Oct 26,2011  systems.

* Provides for procedures for the federal environmental licensing of oil and natural gas
exploration and production activities and projects in the marine environment and in
land-sea transition zones.

422-MMA of
Oct 26, 2011
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Ministerial Directive (cont.)

423-MMA, of e Intermini
Oct 26,2011  tainable

* Provides for specific procedures to be used by IBAMA in the environmental regular-

léchzhgnggflf ization of port terminals, as well as of those granted to Dock Companies, as provided
y forin Art. 24-A of Law No. 10683/2003.
e Intermini
425 of ronment
Oct 26,2011  Regulari.

terminals

Normative Instruction

14-MMA/
IBAMA  « Amends and adds provisions to Normative Instruction No. 184/2008, which provides
of Oct 27, for environmental licensing procedures.
2011
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