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Exporting From BR to FL

Oportunidades e Desafios em
Exportar do Brasil para Florida

Sandler, Travis & Rosenberg, P.A.

Sandler & Travis Trade Advisory Services




SR

SANDLER, TRAVIS & ROSENBERG,

P.A.

‘-'-" - *“h"

’a _A.}

Top Bra2|r‘TLad|ng Partners

SANDLER & TRAVIS TRADE ADVISORY SERVICES, INC.

August 2011

! ||#$ %n &||$
" () I* &&* *" $"
* "(+ "o & ™
# ‘o I > &
. 0 | $#" && #$9.
& 1 I $3$. *%& *&
% 3 L *" . &%

4 1 "$% % ## &

Source: http://www.worldcityweb.com/countries/brazil




SR Top Tré,—divﬁi;’kan%fhers .

SANDLER, TRAVIS & ROSENBERG, P.A. SANDLER & TRAVIS TRADE ADVISORY SERVICES, INC.

Top Miami Trading Partners Top Jacksonville/Tampa Trading Partners
Rank Country Total YTD Rank Country Total YTD

1 BRAZIL $9.618.020,208 JAPAN $3,323,792.49
2 COLOMBIA $5,259,068,87pD BRAZIL $2.104,170,137
3 SWITZERLAND $4,778,584,282 |3 || CHINA $1.608.754.358
4 VENEZUELA $4,309,070,9¢ 4 CHILE $1,586,818,53
5 CHINA $3,734,824,497 |5 SAUDI ARABIA $1,392,061,798
6 COSTARICA $3,350,048,1€ 6 MEXICO $1.096.484.019
7 DOMINICAN REPUBLIC || $3,206,445,9¢ 2 [VENEZUELA $878.600.265
8 HONDURAS $3,102,499.493 g |\nDIA $746.158 97
9 CHILE $2,950,904,8€ 9 || UNITED KINGDOM|| $670,932.658
10 ||MEXICO $2,305,810,0€ 10 || CANADA $590,379.464

Source: http://www.worldcityweb.com/customs-districts/miami
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Miami Jacksonville/Tampa

Rank Commodity Total YTD Imports ~ Rank Commodity Total YTD Imports
1 Gold $3,056,573,728 |1 Motor vehicles for transporting people $2,830,618
2 Oil, not crude $2,665,835,101 | 2 Qil, not crude $2,168,071,492
3 Electronic integrated circuits $1,491,982,013 3 Refined copper, alloys, unwrought $1,358,860,950
4 Landline, cellular phone equipment $1,094,828/0344 Ammonic $589.107,50
5 Sweaters, pullovers, vest, knit or crocheted  $1,017,695,868 | Travel goods, including handbags, wallets, jey\,#lr $532.566,321
6 Imports of returned exports $993,986,907 6 Aircraft $241.711.13
7 T-shirts, tank tops, knit or crocheted $971,795|1 7 Coffee $195,751.861
8 Fish fillets, chilled or froze $608,197,58 8 Aircraft engines, par $169.628 76
9 Aircraft engines, par $587,125,19 ,

: P 9 Coal, briquettes $150,257,645
10 || Computers $570,481,177

1C ||Imports of returned expo $141,742,36

Source: http://www.worldcityweb.com/customs-districts/miami Source: http://www.worldcityweb.com/customs-districts/jacksonville-tampa
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Jacksonville/Tampa Miami

Rank Commodity Total YTD Exports Rank Commodity Total YTD Exports

1 Motor vehicles for transporting people $2,701,480 1 Scrap of precious metal $4,433,409,624
2 Misc. mineral or chemical fertilizers $1,873,994% 2 Aircraft $3,824,895,501

3 Oil, not crude $328,848,442 3 Landline, cellular phone equipment $2,756,879|537
4 Motor vehicle parts $280,362,071 |4 Computers $2,664,636,128

5 Electric generating sets, rotary convel $234,508,16 5 Computer parts $1,184,946,933
6 Scrap iron, steel $206,790,003 |6 Electronic integrated circuits $1,147,996,057
7 Polyamides, primary forn $194,227,05 7 Medical instruments for surgeons, dentists,H/ets $1,067,580,640

8 Fruit and vegetable juices, not fortif $185,239,65 8 Printers, all types, parts $969,468. 282
9 Motor vehicles for transporting goods $183,978,85 9 Cotton, 85% cotton $398 336,904
10 Chemical woodpulp, not dissolving gr: $166,633,27 10 Vedicine $742188.43)

Source: http://www.worldcityweb.com/customs-districts/jacksonville-tampa ) o o
Source: http://www.worldcityweb.com/customs-districts/miami
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e US Incorporation

 Non-Resident Importers

 Bond for Immediate release

e Temporary Imports in Bond

 ATA Carnet

 Customs Brokers/Freight Forwarders
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BRAZIL
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 The ATA Carnet provides temporary duty-free admission
of three main categories of goods traded internationally

— goods for presentation or use at trade fairs, shows,
exhibitions or similar events

— samples of value
— professional equipment

It facilities the importation of goods for display or use at
exhibitions, fairs, meetings or similar events and also
the importation of commercial samples and advertising
material or even the temporary importation of
professional equipment



SANDLER, TRAVIS & ROSENBERG, P.A. SANDLER & TRAVIS TRADE ADVISORY SERVICES, INC.

» Brazil recently approved the implementation of the ATA
Carnet System — Istanbul Convention

— Presidential Decree # 7.545 published last August
02nd, 2011

» The ATA Convention entered into force on 30th
July 1963

« Still pending the identification of a local guaranteeing
authority (NGO) that will issue and accept carnets

— Discussions regarding which Brazilian Confederation
and/or Association to be selected to act as the local
NGO
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« Tariff Classification

« Declared and Invoiced Value

 US Goods Returned

e Country of Origin

* Free or Preferential Trade Agreement/Qualification

« Duty Deferral/Avoidance (inbonds, TIBs, BWs, FTZ, CFS, IBEC)
e Other Government Agencies ...FDA/USDA/EPA/DOT, F&W etc.

o Security and C-TPAT and ISF and Advanced Manifest
Information

 Food Safety & Bio Terrorism Act
e Consumer Product Safety
« Trademark, Copyright and Patent Protection



Thailand ($3.6 billion) Argentina ($529 million)

Angola ($3.5 billion) Chad ($454 million)

India ($3.5 billion) Congo (DROC) ($247 million)
Pakistan ($165 million)

Indonesia ($1.9 billion) Colombia ($159 million)

Equatorial Guinea ($1.3 billion)** Bolivia ($156 million)

South Africa ($1.2 billion) Sri Lanka ($147 million)

Philippines ($913 million) Tunisia ($139 million)

Turkey ($793 million) Venezuela ($113 million)

Russia ($578 million) Georgia ($101 million)0
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« All Foods *(including dietary supplements, beverages, etc.)
 Pharmaceutical Drugs (OTC & RX)

« Cosmetics (eye-liner, lipstick, nasal wash)

 Medical Devices (heart stent, contact lens, toothbrush)

« Biologics (Botox®, Insulin, etc.)

« Radiation-Emitting Products (CT-Scan, lasers, etc.)

« Tobacco Products (nicotine delivery device?)

*Except poultry & most meats
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Meat, Poultry & Egg Products

FSIS: Food Safety and Inspection Service

* Regulates imported meat, poultry and egg products (safety
standards)

APHIS and PPQ: Animal Plant Health Inspection Service

 Restricts some products from entering the U.S. due to animal

disease conditions in country of origin, or due to risk of spreading or
introducing animal or plant pests
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e Agriculture: FDA, USDA, APHIS, Fish & Wildlife
e Consumer Products: CPSC, FDA, DOE, FTC
 Food, Drugs, Cosmetics, Medical Devices: FDA, HHS

e Pesticides, Toxic & Hazardous Substances: EPA, FDA,
DOT, CPSC

Textiles, Wool & Fur Products: FTC
Alcohol & Tobacco: ATF, TTB
Motor Vehicles, Engines & Boats: EPA, DOT
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Bonded Warehouses Foreign -Trade Zones
e 5 year limit on storage * No storage limit
« No ability to fix duty by  Ability to fix duty by
requesting privileged requesting privileged
status status
e Limited manipulation e Manufacturing
and manufacture of allowed
merchandise « Higher storage rates

e Lower storage rates

Consider container freight stations to
re-containerize, consolidate.
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The methods of customs valuation, in order of precedence, are:

Transaction Value
Actual Transaction
Identical Merchandise
Similar Merchandise
Deductive Value

Computed Value

An “other” method, (think “reasonably derived”) if the above
methods fall
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Transaction Value

1. Imported Merchandise
2. ldentical Merchandise
3. Similar Merchandise

~— .

Deductive Computed
Value Value
[ Computed | Deductive
Value Value
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Exporter’s Choice: Transaction Value
Price Paid or Payable

1. Total Payment - direct or indirect
2. When Sold for Exportation

‘ Does Not Include

H Additions “ Less* ‘

If Identified
1. Commissions and brokerage, 1. International Transportation 1. Construction
except Buying Commissions 5 - pejated Loading, Unloading 2. Technical Assistance
2. Packing Costs (including and Handling 3. Post Importation Transportation
Containers as part of goods) 3. International Insurance i
3 Assists : 4. Customs Duties & Federal Taxes

4. Royalties & License Fees
5. Proceeds/Resale

*At Option of Country



SANDLER, TRAVIS & ROSENBERG, P.A. SANDLER & TRAVIS TRADE ADVISORY SERVICES, INC.
lmpereer
A
Second Sale Level [
Vendor
A

First Sale Level

[Faxctery 1 [Factory 2 [Factory
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Same Price: Lower Valuation

Remove all non-direct production or administrative
overhead from the factory books and putting into
the Vendor’s books.

How Can That Be?

These items do not meet the
U.S. definition of an assist, even
though these operations support the factory.
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Duty Impact of First Sale

lmperter
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Products with high Import Duty rates applied in US

Footwear, Textile, Apparatus, Orange Juice are ranked
among those products

Brazilian regulatory environment

NO restrictions imposed by Brazilian regulations / legislation

Brazilian producers (factories) must sell goods to a Vendor
that may be either a Brazilian related party or a Brazilian
Trading Company

Vendor may be established either in Brazil or overseas

Necessary to effective perform a commercial operation
between Factories and Vendor prior to exporting into US

Goods can be remitted directly from the first exporter (factory)
to the Brazilian importer
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(Importer Controls)

(Exporter Controls)
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Paid On;
o Trademarks
o Copyrights

o Patents

o Items subsequently produced with imported
product

Questions:

o When do they accrue?
o To whom are they paid?
For Customs Purposes:

o Need copy of agreement
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Examples
Payments for right to manufacture - Dutiable
Payments for right to export to U.S. — Dutiable
Payment is part of price paid or payable - Dutiable

Payment for right to sell in the country of importation —
May be dutiable

Payment by importer to third person and which is not a
condition of the sale for exportation - Not dutiable

Fee paid was not a condition of the sale of the
merchandise for exportation to the country of
Importation
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SOMETHING . . . AssiIsts

USED IN CONSUMED IN

INCORPORATED IN

DEVELOPED FOR

Supplied
By The
Importer
To The

Producer

For Free or Less Than Fair Value
Necessary for the Production of the Imported Mercha  ndise
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* A‘voluntary” partnership:

— between government and industry leaders join to strengthen the
supply chain, promote legitimate trade, and enhance border security.

e Customs wants businesses to:
— ensure integrity of security practices

— communicate security guidelines to supply chain partners, and have
customs certify supply chain security

— have Customs certify the security procedures

* Benefits:
Less Inspections, Detentions, Seizures
More Access to Trade Facilitation Programs
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« Brazil is currently discussing the implementation of a Safe Framework
of Standards (OEQ) very similar to the C-TPAT legislation in US and
the AEO legislation in EU

— Federal Legislation and regulations still to be approved by Brazilian
authorities

— Potential to overcome Blue Line (“Linha Azul”) Regime

» Brazilian Express Customs Release process applied for goods
destined to export production and local sales

» Several investments already in place related to security measures in
Federal Ports and Airports (Primary Zones) and Bonded Warehouse
operators (Secondary Zones)



Brazil US cotton dispute
Visa Waiver for Brazil
Ethanol duty rates

Trans Pacific Partnership
Brazil GSP Eligibility
Brazilian antidumping orders
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Courtesy of U.S. Department of State
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e |ron construction castings

e Heavy iron construction castings

o Carbon steel butt-weld pipe fittings

« Circular welded nonalloy steel pipe

e Silicomanganese

o Stainless steel bar

» Hot-rolled carbon steel flat products

e Carbon steel wire rod

* Prestressed concrete steel wire strand
 Frozen warm-water shrimp and prawns
« Certain orange juice

* "Polyethylene terephthalate film, sheet, and strip"
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* In 2010, Brazil and India were the only two countries that
effectively increased the use of protectionism measures,
In the opposite direction from other countries that since
2008 have been reducing the use of those measures

e Existing 41 Brazilian dumping investigations (2010)
— Most affected countries:
e China — 5 investigations
« EUA — 4 Investigations

e Argentina, South Korea and Mexico — 3
Investigations

Source: MDIC —DEPLA / Brazil
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US Agreement/Partner(s)

SANDLER & TRAVIS TRADE ADVISORY SERVICES, INC.

Brazil Agreement/Partner(s)

Australia Argentina (ACE 14)

Bahrain MERCOSUR-Bolivia (ACE 36)
Canada (NAFTA) —>» MERCOSUR-Chile (ACE 35)
Chile €= —>» Colombia (ACE 39)

Colombia €= Ecuador (ACE 39)

Costa Rica Egypt

Dominican Republic Guyana

El Salvador MERCOSUR-India
Guatemala —>» MERCOSUR-Israel
Honduras Mexico (NAFTA/MERCOSUR)
Israel €= Paraguay

Jordan Peru (ACE 39)

Mexico (NAFTA) Suriname

Morocco Uruguay (ACE 2)

Nicaragua Venezuela (ACE 39)

Oman WTO members

Panama

Peru
Singapore
South Korea
WTO members

Source: http://www.sice.oas.org/ctyindex/USA/USANatIDocs_e.as|

Source: http://mww.sice.oas.org/ctyindex/BRZ/BRZAgreements_e.asp

p
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 ALADI Agreement — Latin American Association for
Integration includes Brazil, Argentina, Uruguay,

Paraguay, Bolivia, Chile, Peru, Colombia , Ecuador,
Mexico and Venezuela

— Import duties imposed at a reduced rate

 Mercosul Agreement (ACE 18)— South Cone Market
Includes Brazil, Argentina, Uruguay and Paraguay

— Common Tariff Codes (NCM) and Import duty rates

— Fewer products exempted to follow same import duty
rates, based upon economic issues
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* Potential Agreements under negotiation / renegotiation
— Mercosul and Egypt
— Mercosul and SACU
— Mercosul and EU

o General Aspects
— Regional agreements not benefiting commodities
— Observing Local Content values
— Focusing on industrial products

— US / EU / Asian exporters are not benefiting from any
agreement
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* Rules of Origin and Certificate of Origin

— The eligibility for preferences and the applicable rules
of origin vary depending on HTS Codes assigned

— Originating status regularly stands for minimum
regional value content (RVC) of 60% / 40%

— Existing HTS Codes that must have tariff shift for
complying with rules of origin

— Goods must be transported directly from the exporting
country to the import market

— Transshipment only allowed due to geographical
ISsues
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« Brazil will be hosting two major world events over the
next six years:

2014 FIFA Soccer World Cup
2016 Olympic Games

« Brazilian Oil & Gas reserves and production capacity
ranked among top 10 countries worldwide

« Brazilian Automotive Industry continues to be ranked
among top 05 countries worldwide

« Brazilian Commodities Production and Exports ranked
among top 03 countries worldwide
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* Major Suppliers to Brazil (2010)
US - 15.0%
China - 14.1%
Argentina — 7.9%
Germany — 6.9%

* Major Markets for Brazilian Exports (2010)
China - 15.3%
US - 9.6%
Argentina — 9.2%
Netherlands — 5.1 %

Source: MDIC —DEPLA / Brazil
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 Who can perform import and export operations in Brazil?

— Brazilian entities (Companies/corporations) created and
governed under Brazilian law

 What type of registrations are required?
— Federal, State and Municipal Taxpayers registries
— RADAR / SISCOMEX

 Necessary to appoint a Brazilian representative to act on
behalf of the Brazilian company / corporation

— Respond for all and any local claims and inquiries, tax
Issues and litigations
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e Customs Brokers

— Necessary to assign a local Customs Broker for
clearance purposes

e Brazilian Customs authorities
— Participate in import process (interfere during clearance)

— Besides Customs, 14 different agencies interfere in the
process e.g. ANVISA, ANP, IBAMA, ARMY, MAPA,
INMETRO, among others

* Most of non-compliance issues on imports into Brazil refer
to bad documentation/data
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 Among the highest import tax burden worldwide

— Average import duties and taxes levied upon imports
represents 80% of the goods value

— Duties, taxes and VAT based on NCM (Brazilian HS
Codes)

— Taxpayer is the importer of record — IOR

— Credit and Debit system for taxes and VAT, except
Import Duty
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 Trading Companies

— Benefit from a number of tax incentives granted by several
States — State VAT benefits

— Some of them may reduce State VAT by 90%

— Substantial discussions in Brazil questioning the legality of
different State VAT incentives

— Recent decisions revoked some of those incentives

— Largely used by Foreign Companies / Local Companies
due to Transfer Price and Logistics issues
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 The Brazilian Drawback

— Suspension / exemption of import duties, taxes and VAT
levied upon imports and/or local acquisition of raw
materials and components used for manufacturing
finished products to be exported

— Different types Suspension and Exemption Drawback
— Maximum period for Drawback operations: 2 years (1 + 1)

— Minimum local value content (financial analysis)
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o Ex-Tarifario Regime

— Temporary Import Duty reduction benefit
— 14% to 2% for a maximum period of to 2 years

— Machinery and equipments (BK) and IT (BIT) products
with no domestic production

— Necessary to obtain a waiver from National Producers
Association

— Process timeframe 4 — 6 months
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 Temporary Admission Regime

— Full suspension of import duty, taxes and VAT levied upon
Imports of goods for fairs, tests, events, marketing and
other non-productive events

— Proportional payment of import duty, tax and VAT levied
upon imports of goods entering Brazilian territory for
economic purposes

— Maximum period of regime observes the contract period
or lifecycle of the goods

— Upon termination of the period the goods are authorized
to remain in Brazil under the Admission Regime, goods
must be re-exported, scrapped or nationalized
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 Bonded Warehouse Regime

— Imported goods are stored in Customs facilities and under
Customs control, with suspension of import duties and
taxes up to the moment that stored goods are cleared

— Companies generally apply the Regime for using Brazil as
HUB for distribution within Latin America countries

— Regime also stands for purposes of advance stocks in
Brazil for attending local or regional demands (Just-in-
time stock), taking advantage of freight costs

— Traditionally Bonded Warehouse customs clearance terms
are shorter than regular customs clearance
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 Bonded Warehouse Regime (cont.)

— Goods admitted in the Regime remain under Exporter’s
ownership but under Customs Control

— Necessary to assign a local consignee assuming
responsibility for the suspended import duties, taxes and
VAT

— Maximum period of regime: 2 years (1 + 1)

— Customs clearance for local sales subject to payment
of suspended import duties, taxes and VAT

— Re-exportation / Exportation
— Transfer to a different Customs Regime in Brazil
— Including Drawback Regime
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e Manaus Free Trade Zone — MFTZ

— MFTZ stands for a specific area located North of Brazilian
territory (Amazonas State) whereby Import duties, taxes and
VAT benefits apply for local and foreign trade operations

— Income Tax benefits also apply for companies established
In the MFTZ

— Necessary to observe a minimum basic production process
(PPB) as imposed by specific PPB legislation

— Necessary to observe that MFTZ is located In the extreme
North of the Brazilian territory

— Logistics costs are very high and might offset any import
duties, taxes and VAT benefits assuming large volumes
of local sales operations
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e |ssues
— Incorrect or incomplete Documentation

— Lack of Import License represents significant costs and
delays

— Misclassification (NCM #'s are checked at the time of
each clearance)

— Non compliant information stated in packaging and labels

— Food, Beverage, Footwear, Textile, Chemicals,
Pharmaceuticals, etc.

— Improper registrations - ANVISA, ANP, IBAMA, MAPA, etc.
— High costs imposed by fines and penalties
— Increased storage costs caused by clearance delays



SANDLER, TRAVIS & ROSENBERG, P.A. SANDLER & TRAVIS TRADE ADVISORY SERVICES, INC.

 Reduce bureaucracy when it comes to processes and
paperwork related to imports and exports

* Implement changes to the current Labor Law and Taxation
for increasing production capacity and competitiveness for
local companies

* Create transparent and clear regulations and procedures for
mitigation of risks and exposures to importers and exporters

* Discuss and implement Trade Agreements with developed
countries in addition to current regional agreements



Gilbert Lee Sandler
Founding Member
Miami, Florida
305.913.8658
Isandler@strtrade.com

Thank you!

Cesar Finotti
Executive Director
Sao Paulo, Brazil
+55-11-3045-3080
cfinotti@strtrade.com

www.strtrade.com

Claudio Marques
Vice President, South American Operations
Séo Paulo, Brazil
+55-11-3045-3080
cmarques@strtrade.com




