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O|M7ZIZAMIMI(Transfer pricing)

7t s2kd ol HANIAL 2ol et ol

O
O

O O

Hepge] ol AZFAMAL 1997 3% E AW S
Heby o] A7 HAlE OECDY 7tolSeklat ee] o] Tl a4

HATVA Wl 4 AsE @ Aol AAE 15o] ] B(pre-fixed profit
A

2= o] UHFET o] ATTAAA D)

% 9 5 Azt Aulzs 9 ojojo] Mgl T o] B FH9| F8
&<

A Bepd AlFd=ol ehardt ol A7tA Ao diet S =A
zoFo] fJuke- oby

APA(H A7 AMASIAR)E B8 e 7ol el

HepA o] o] A7FAANA Y] &P HAE PP EX = AEs] HEToA
o2 YA g7o] Aoz HigE7] o g AlEE Q=
Aoz dHAL U5

o|AZFATAl A= WA FAEALE APA FAIEAE o
2E A7 = 10 o]iFe] AAgte] awum AZAAQ] SA] HAp
24 AAGEY] o P&

o|e} 2 HepHol 53t o|AVPAAAIY] Pz Qs AR WET
theo] 22y 7L gy Aol oA A IANRAL Felr g
=R BAloll Higt FAIERRS] ARG R Qs A Tl 2
o] He Aol ddA] £A1Y
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4) The Organization for Economic Cooperation and Development
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. OIFA7HAANIAl 27 +3

O Bz} 9] o] A7IAM A= TLaw 9,430/96, olgh= =X1%Q] HE A|18%F~
24 Z%(article 18 to 24)& 7|EA A HAHO=Z sFaL Q)
- & HEZ 994 o #2400 w52l ARE HEY

O EZhE FA|Ao]al AFAl o HM7FAAAS] A AFQl Bepd AW
A|*J(Receita, SRF-Federal Revenue Service)2] "Regulatory Instruction no.
24302, W3 ARSI YL
S gE AR 2002 11 110 o] AAAMA Tl Wel WAL e

WRA} vleig AEem 230N 5l IHE o] ohinw ol

uls) WA P4 ofsirhn wotol 3

o ORI Mg AR D ha

O A& A A : Ak A8, B 7Y 2wy
O Ag g} Hepde] F4 E= Asvt g A 2 YT do 5

=
S Qi Aol Fa Ee AdT i A L Ee

<Hztd> <sf o>
- ZA or A “Az}, Auls, Here] A . EA N
= 7t < >y

1 : A= A
o o
= 7H%l or ®H<l — Mol or el

T iNSFBA f = TPHE ?

Provides for the prices to be adopted in operations relating to purchase and sale of
goods, services and rights carried out between individuals or legal entities
resident or domiciled in Brazil and individuals or legal entities resident or domiciled
abroad deemed to be related parties. <=*# : JH=AA A3 243/02> .



g} ELIAIAHRelated Parties) 173

O Hebd =R AW 243/0290] et Bebael @A HelH Tkl
A% e Bp g AR AR 9

(ZA 3  EIAR AA- 243/02 A2x)
Art, 2° Para os fins desta Instru¢do Normativa consideram-se vinculadas a pessoa

juridica domiciliada no Brasil:

¥

- A2z 2 A AR gl o, e BepEof AR #iQle
A SR
@ sl 2Af(Fa H ArF sl A olst “sfe] A ekl
6]—)0]— sl Hele] HAaf

& Z]o] | I. a matriz desta, quando domiciliada no exterior;

o o] | L its head office resident or domiciled abroad

@ ool LA ST wale] A B A7

& %]o] | II. a sua filial ou sucursal, domiciliada no exterior;

& o | II. its branch or branch related entity (sucursal) resident or domiciled abroad

® 319 AZA B AAEE Af2lojut Welows ¥ 6.4043/ 1976. 12.
159 4 - Al243x A1 A2H YAE FEi=, s 1l
Aol ok A o= Qlslf A A FAF (<, parent

company) F= A GA} (affiliate company)2 7FFEE= 29

5) SRF REGULATORY INSTRUCTION No. 243/02

M2 % abdel zME - 13 )



III. a pessoa fisica ou juridica, residente ou domiciliada no exterior, cuja
participag@o societdria no seu capital social a caracterize como sua controladora
ou coligada, na forma definida nos §§ 1° ¢ 2° do art. 243 da Lei n® 6.404, de
15 de dezembro de 1976;

III. an individual or legal entity resident or domiciled abroad which has a

capital participation and is deemed to be a controlling or affiliated party as
provided for by paragraphs 1 and 2 of article 243 of Law no. 6404 enacted on
December 15, 1976

@ 9 64063 / 1976.12.152 A¥ - AP43Z A1ET} M2H) HA=H
FE=, AH F=A4] A B AGARR EEEE Y] 2 el

IV. a pessoa juridica domiciliada no exterior que seja caracterizada como sua
& 2] o] | controlada ou coligada, na forma definida nos §§ 1° e 2° do art. 243 da Lei n°
6.404, de 1976;

IV. a legal entity resident or domiciled abroad which is deemed to be its
% o | controlled or affiliated entity as provided for by paragraphs 1 and 2 of article
243 of Law no. 6404/76)

Q] A Heloz Z o] 2R Welzt Halal AR g el
A E= FYRE 24 AR bt FUBAL = 3
Holo] AEF 5 FA 10%7F 5L3E 7leloly wHRlo A<LE o
o] A
AR [e]

V. a pessoa juridica domiciliada no exterior, quando esta ¢ a empresa
domiciliada no Brasil estiverem sob controle societario ou administrativo
comum ou quando pelo menos dez por cento do capital social de cada uma

pertencer a uma mesma pessoa fisica ou juridica;

V.a legal entity resident or domiciled abroad in which the same shareholder has
% o] | at least a 10% capital participation in that entity and in the Brazilian company

or holds administrative or equity control of both companies

¥ ol

<t

® s AT B AR ARloly HQle s, Hepdof 4y



Teor Al 39 yel ARG AR FAE sto], I ol AR
Z FAZL ¥ 640435 A 2% 183 2-of WAIE 7o oA A3
Hele] Al A A B AGAR AYEE A

o

VI. a pessoa fisica ou juridica, residente ou domiciliada no exterior, que, em
conjunto com a pessoa juridica domiciliada no Brasil, tiverem participagdo
societaria no capital social de uma terceira pessoa juridica, cuja soma as
caracterize como controladoras ou coligadas desta, na forma definida nos §§ 1°
e 2° do art. 243 da Lei n® 6.404, de 1976;

Vlan individual or legal entity resident or domiciled abroad which, together
with a Brazilian resident company, holds a capital participation in a third
company which renders these parties controlling or related parties as provided
for by paragraphs 1 and 2 of article 243 of Law no. 6404/76

@ sfe) AF EE A Aol Welow, (Haka 44 s Wl

e FEE ARGl glol Eepd d3d) ol 7]<E, consortiumb) Ei=
E W #(joint venture)2] %ﬂ] =2 A = A

VII. a pessoa fisica ou juridica, residente ou domiciliada no exterior, que seja
sua associada, na forma de consorcio ou condominio, conforme definido na

legislagdo brasileira, em qualquer empreendimento;

VIl.an individual or legal entity resident or domiciled abroad which is
associated with the Brazilian company in a consortium or joint venture as

established under Brazilian law

a9 Ax fele=m (g Hakd

9 2 W) ofAt F, Al
Fao] - A, Ei 2R AW AR glo] - 1, EE 3EX Y

A, A, AAE B A A

6) consortium : F3|, =

M2 % abdel zAE - 15 )



VIII. a pessoa fisica residente no exterior que for parente ou afim até o
& x]o] | terceiro grau, cOnjuge ou companheiro de qualquer de seus diretores ou de seu

socio ou acionista controlador em participacdo direta ou indireta;

VIII. an individual resident or domiciled abroad which is a relative up to the

% o] | third degree, spouse or common-law spouse of any officer, partner or direct or

indirect controlling shareholder

-

@ a9 AT E A Aol Hglo®, (s Hata 4 Helo)
AFolt AHl2, Ae) Fo 53

vl A AK(distributor) = H& 9] =9l

~
(@)
o
=
(@)
(¢}
192}
1)
ol
o
=3
©
=.
o]
(¢}

N

IX. a pessoa fisica ou juridica, residente ou domiciliada no exterior, que goze
3 x]o] | de exclusividade, como seu agente, distribuidor ou concessionario, para a

compra ¢ venda de bens, servigos ou direitos;

IX. an individual or legal entity resident or domiciled abroad which is an

% o] | exclusive agent, distributor or concessionaire”’) in Brazil for the purchase and

sale of services, goods or rights

e Ag T AT JiQloly ¥idle gz o5 disl BEepd &R
tHolo] tfz]Qlagent), AR (distributor) F= HE]Q] =9l (concessionaire)

o 2N AFE Auls, dE S SHd e I s= A

X. a pessoa fisica ou juridica, residente ou domiciliada no exterior, em relagdo
a qual a pessoa juridica domiciliada no Brasil goze de exclusividade, como
agente, distribuidora ou concessionaria, para a compra ¢ venda de bens,

servicos ou direitos.

X. an individual or legal entity resident or domiciled abroad which has an

o o | exclusive agent, distributor or concessionaire in Brazil for the purchase and sale

of goods, services or rights

7) concessionaire [konse[onéor] n. (HF]Q)) F2lGEZN); E5H 284

16 - g 7157

s fleH MIFQHH



O Hepae] FAVANEYY g FHE WUl 7)(function) B 91
(risk) $4 glo] A Gz WY EE ol B wet Ay Ti7HA
A

AFE 3 AAT o7t HATE A A5XRA dtEE sl= 5 OECD
1

] sil2l4=2! HaH(Import Transactions)8)0l| CHEH & A
O a9 S-dAAZRY e A3} Aujs, Helof ek mdd7E Hl&-
Tt W T o= shvel o8 AR H 7HE S 23stA| ol sk
Hel WollAl HALSAIARPIY) L ARSI FAA|(CSLL)IO AAA] 54|
7he’t AR 44
@ ®larks A3 7HAH(PIC)ID

(2A : HE 9430/96 A18= A1F )
Comparable Uncontrolled Price Method PIC: defined as the arithmetic mean of prices
of goods, services and rights equivalent or similar to goods, services and rights selected

within the Brazilian market or in other countries in purchase and sale operations under

similar payment conditions;

- A, Muls, Bele] AdelA vEbsd ABdel tge Hetd
N El ohe YeelA olg fARt A zdsteld o) Y
Ao P94 HEE BE EE R4 71ES uld

@ Al 74 (PRL)!12)

8) Goods, Services and Rights Purchased Abroad

9) corporate income tax (IRPJ)

10) social contribution on net profit tax (CSLL)

11) Comparable Uncontrolled Price Method(CUP) ; PIC (The Comparable Indepent Price

Method)
12) Resale Price Minus Profit Method(RPM) — PRL (Resale Price Less Profit Method)

M2 % abdel zME - 17 )



(2A : HE 9430/96 A18= A2% )

Resale Price Minus Profit Method - PRL: defined as the arithmetic mean of the resale
price for the goods, services or rights, less:

a) unconditional discounts granted;

b) taxes and contributions levied on the sales;

¢) commission and brokerage fees paid; and

d) profit margin of

R AF L 7RG, FARRR, ol § 3RS AR sthew

ol

(A : HE 9430/96 A18% A2 A1Z(60%FL) )
1. Sixty per cent, calculated on resale price after deduct values referred in items

above and value added in the country, in hypothesis of goods used in production
process.,

- Az A A AR AL, 9] AlIsE ARgel GAT ol W meby
Yol o] RoA7EA BA T Aol AL 60%5 ML (54
A5t Ha}ﬁi 49 — AR} Az Mg — F ARES Bebd
oA e A = WA THO|OE 60% HE)

(2A : HE 9430/96 A18=% AI2d A235.(20% HEL) )
2. Twenty per cent, calculated on resale price, in all other hypothesis.

- 109 B HE Aol o= 20%5 28T
(B R 9HAIE £ — Bopdox SAE #uid He = HA
a7golelE 20% 24%)

> Ak A7 AR v w2 ) AT AL e

jalmy




4
8

%9 | A 1,0000) | = =719
A SRTA 4% 2 @
(AA)
| =urgela
ZE ) = w} GHHXL) 2,000(d) 2y =979
=g = - N
=37]9 — >
(A37h)

\ A

- AR 13k A7t AR AR olehE ApHela)eh olss

AZHAA)TES] HAA7HA S Al4betd oheat 25 (BEkde] A9

A7} BEbd AAHS, AAY} 3 B R gAR AF 75

1) ARHBEFTART AH)e #uj7]E FdoldE
2,000-1,600 / 2,000= 20%

2) Y ol AL :
A 7FA (b) x sHul 7] E/delelE = 1,000 x 20% = 200

3) 34714 () At -
Al 7HA(b) - e
L AR A ollA=

YA golol 3h= s
> Bkl AQeujrAvE AL A (AZLAA T2 AH)
- Aol XE7t vt 7Y o] AlxdAelar Hepd ol X

HMele G BIgOR d RES Azste] W] A B
e ASTE 7P B, 1 39 AGHE Al el e

o]& = 1,000-200 = 800

™

91A7k Fulstelol & AAHA (a)S 800

M2 % gabdel zAE - 19 )



2002 O|=

= L4 O|A HiH
Production costs(A| =71 Value(Z) Percentage (H]-&)
1. Raw material "A"-imported from related party
50.00 56%
(B2 e UAR)
2.Value added to the goods produced in Brazil
e Qo u ) 40.00 44%
(REpdolA Az R Aste] 2R
3.Total production costs(3=1+2)(Z A= ¥Y7DH 90.00 100%
Calculation of net sales price(ZEHIN7}24 A
4. Sales Price(Fvj7}2) 100.00 100.00
5. Unconditional discount(&<Q]2H) 2.00 2.00
6. Comissions and brokerage fees (Z7/44=2 5) 3.00 3.00
7. Taxes and contributions on sales(Al|&, 7|5+ 21.65 21.65
8. Net sales price(8=4-5-6-7) (= Tufj 7}<H) 73.35 73.35
Profit margin calculation(0|2/=Z Z|Al)
9. Net sale price(9=8) (=Fufj7}l) 73.35 73.35
10.Value added in Brazil(direct costs)
_ o ) 40.00 -
(@4 ®r7ha)
11.Calculation basis-Profit margin(11=9-10) 33.35
(84 o]o]e) 712F9 A4 '
11.Proprotional net sale price(11 = 9 x 56%) 41.08
SuibE x S4EAA TuE A7) '
12.Profit margin(60%) (12=11x 60%)(L%o])) 20.01 24.65

Transfer pricing adjustments by Resale price meth

13.Parameter price(Resale price)(13=9-12)
(AR7H4, WA =714 7iE)

13.Parameter price(Resale price)(13=11-12)
AR7H4, WA =714 7iE)

14.Raw material imported from related part
ErARRR e 27k Y o5

53.34

50.00

od( KHEHTH7 |Z41AL OJEi712{ ASZE)

16.43

50.00

15.Transfer pricing adjustments (15=13-14)

(C17hs A5 249

33.57

Bape TIEVIgE et
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* WO E(12)9] 9u : WkeF, & oldE(HAW 60%)& FF=A3)
= AR7HA13) B SHFE (- 127} zZ7h) = A= o|AVAF o Z
(15)2 o Eoxl= At
« AT 4SAFE T vavks AAVIAY, A7 (20%) L=
sistAl £ A 9 Ak Aol meh ARzt 60% 8
g = AN A 74 DF
@ AlEe] 717 (CPL)

)

(2A : UE 9430/96 A18% A3F )
Production Cost Plus Profit Method - CPL: defined as the average cost of
production of equivalent or similar goods, services or rights in the country of origin

increased by the taxes and fees applied to the export transaction and by a profit margin

of 20% of the total cost,

- QAN FQ7he) 20%9) ole] Ago] e Folat SE7F o]
d HgE AT % g o8] 27bE AT 55 we %A}f& A},
Aulacgel) e dejo] W A7tm Hold
(Z, Hebd 2Q7HAL AR S RRE $9710] 20% 27}
38 o)
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71

7122

> duby PP (vt S22 §)9 A47HE AL Y

Y
el S971e | 1.000@) y, A7y,
v = A(A)
EX
1,600(c) HAHAL)
=9 ZYH7IY — <hu 2> 2,000(d
(R137P - > H -)) = =71
(A137h)

A

- A 13 A=27E FARE ARSRolE Wi A e EaAR

(AAZFY] HATLAS AN heat 28 (uebae] ASehd At
uebg AAWA, AAVE BT BEQOR At A Tbs)
1) Ad2AMERARE A DrE Bl E -
(2,000-1,600) / 1,600= 25%
2) 49 ol A :
YAV AU ) x D771 BAOIlE = 1,000x25%= 250
3) D) AL -
AT AT 2y rEALS] o] % = 1,0004250 = 1,250
s AR Al MelATt Pulstelor & BATHAB)E 1,250
9| opo} 3= A
(ueba 74 e BHQl 5 FAske] 20923 ole) A4t FA
= @xele] Ty $A wvh

] sH2l4~= Hal(Export Transactions)0l| CiEt XM it

O & It ool diek vk 1%



C2A  ¥HE 9430/96 A19=x )

Income earned in transactions with a related party shall be subject to arbitrarily
determined price adjustments when the average sale price of goods, services or rights
exported during the income tax period concerned is less than 90% of the average sale
price of the same goods, services or rights in the Brazilian market during the same

period and under similar payment conditions
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15%%] o] 7}@8]—% CAP(Production cost plus 15% profit margin)
o] 74 15%, Aufo] - 30% Z-gsk= Az AH <l
PVA, PVV(Resale price minus respectively 15% for wholesale, 30%

for retail) 5°| %=

- & 8= AR HiRt o]V doE Al e dAVIdel AT

13) Concept of Similarity
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A AEAl Hla7FsA Qe AARJIAIE Adshs 842 1 5849

(2A  BEbd A=A 3 (@3B AR) 243/02 A28% )
Article 28 - For purposes of this Regulatory Instruction, two or more goods under

conditions in which they are used for their intended purposes shall be deemed to be

similar when such goods, concurrently,

I - have the same nature and the same function;
I - may substitute for each other in their intended function; and

III - have equivalent specifications.

- o] Y FAY, T N Ee I ol Agke vl E7%te e

O Hzpd oV IAMAeIE ol A2 YHPSM)Y, 7o | H(TNMM)1S) 2

A-g-o] &-8%A ofygt = OECD 7|& HjA|

O X2 AEuit} o|Fojxof 3}al(product by product rule) HH-& At
A= dAefof st AFolY A SRl wet o2 HHe] HEo
T

O (A9 z4dado] WA AP, & U M0l A7HA(a% o]
g 7HA) T 22 Hfols A H444 242 gl

O Hepdo] o 744 A2 “d&A|4E 4] (basket approach)”2 A E5}2
o= Ae A A4 AREER A5FY 23S Tl o] ()Y =%
82 78 24T AT gl

14) Profit Split Method
15) Transactional Net Margin Method
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o
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£ Az 9 HEAE A

A AASE Aol U
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O old7td A A AT Hatolo] et BEE AR 202 A
R PR E R EHDR I - ey K

O WE zaol met YAROIA A% 27E ABATI AN BT A,
$AA Aolgasis Marksd ez S Al AS

O olH7HA Aol BT BEL 1R WA A At ofg whel
Qlovt WAlAE 1 Aol WS Rabs A9 28AR AMA A
AR A4A717F THss RE AR 9Rsl] 7E 1009 olatel
A 7F0] A QH

O &5 ATA7H AZE TpA7IZHe) Tl s Aut Aol Tl
ALzl AT rREERAE77E  5Y)

o}. OJA7IAAHLSOIA=(APA) &8 oju

O Hebd WA ol H/HHAHSANPA) AmE T o] oA ohste]
5 Axe) g8e BALE

O thuk, HE 943096 el whet mAo]o]
A 4 gl AYY AT FSHAE G An Foizl Yl
A9 olelg gFol oja, Hetd AuEARe] Yol Wt w1
2o o|FolNBR AAA olFel WA AL ¢ § A4 1

Aol gL o]FolAA]| of

fixed profit margin)®] H72

: o

16) Taxpayer's council : @X|o]& "Conselho de Contribuintes"=Z FHE W, 5 $¥3]= AT
Lol A T NAAFAL S(tax practitioner)@t Aok Alwt Jfd o] “judges”E TLAE



A, OlEAZNA B2 g 2%

g = ly 2
RO ALTAl AT TP | BRAR A Al g
ol7ka B A4 olo] | 2 Ezkol
ojxi7tA Wa 74 F7F HRANL] 75% ~ 225%
Aok bol Wt S0%7HA 7
olZ7tA e W 8 | mAAMURATHE 30U MM dEA = uirpAbA <]

75%0] et 50%S 77 W AR O & 37.5% A 5T

RakA|%7] 7t

TAAE FRAZRY 59

Hl7bstiA A A7 | Bebdlo] vlal 7Hs 3AF A AR ¢
A 34% 5
sugpa | @ BIEIESA3AFEHCUP, PIC)
(EA71Y | © Awuj7AH®RPM, PRL) [AFAZ : 60%, & : 20%)]
gaAa | T | @ W HPHCPM, CPL) [ 20% ]
A= O Y7I7HAH FE(CAP) [¥17H15% profit margin]
F=AY | @ FEH7HALH(PVEX)

® A7ty FEPVA, PYV)ED] 15%, Al 30%)
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RIZHACH7IO| TS THIFIE

7t Aguzng oo 5

1 xige39| 2l

O AlgEZFolgt A - AHFAZE obd ABAZF AYFApe] =0l Hfste]

YAl WAY AS obgsh WI(EE I FA)E T3

- e BAE AFHBIR “Sol AYAITLE M| SAetol gt 1
AAT ARl Hhstol HFHE AR mEsel 2L AdS ojuigcin mw
thelar sto] JAIAT Y] & FeE B Y (HHY 1998.10.27, 98T127784.)

O AFuze AA FA71ZOECD FHol=ehelol taw 1gy gAE
om A AAANYNE s4stoior s, So] TAHE oA BAY=
Hot A FnE Wl vt Yrke AArtd BEE oo st

e (Z AYEEOR BF)

[OECD o] 477 7lo]=alel]
« Chap. 7 (Special Consideration for Intra-Group Service) para. 7.13
- "an intra-group service would usually exist where the higher credit rating were due
to a guarantee by another group member"
- oju 3H/19e] AgEEel 2 OF Wl 2 /99 nFos A3 FAW A
gAY} gt Joz B

17) Payment Guarantee
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O uwahA, Habd AAH AA= 2HS A B ALIAL ColAl AFET0
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. Betdo] zlgeItiiol tigh A=

O flef o] AFHSF ti7ke "2 =7klA ESFAE sk 7199

SR TOR Kol AaEoR 7hEE T
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O W, Hepdodl AFRFr] FHo) that BAYFL heat o
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st Q& = ARAA EFsta Hepdo] AAAS PAR
- e AFARE Q] A ®idlo] Hepdoa] FIRt A5 Yo =gt
A AL FAL 2EA AZQ Decree 300050 HAEIL Qi 1

DAL AR AlolEel A Ba A linkE BAStel B 5 S

(* http://www.planalto.gov.br/ccivil_03/decreto/D3000.htm)

{(ZA : Decree 3000 A|685F A|13})

arts. 7 and 8):

Article 685, The income, capital gains and other compensation paid,
delivered, used or sent, by source within the country, the person or entity
residing abroad, are subject to withholding (Decree-Law No. 5844, 1943, art. 100,
Law No. 3470, 1958, art. 77, Law No. 9249, 1995, art. 23, and Law No. 9779, 1999,

I- at the rate of fifteen percent, when they have no specific taxation in this

credited,

Chapter, including: *(a) ~ (d) Ay=F
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HOIASH G AjB|EA

7t WALSAIGURP)) U AS]SACSLLS 72

1 Ml xt
@ #AFH2l(Domiciliary Corporation)
- Bep YoM ARdshe He el
- ASAL A, "HiEH S s A §
- SPAFARAGAFALZIALY] 25of et AHATA NS FE 25A
ALIAl 7T ERAN = FA)

N SN CICE R )

Holo
@ 7rFw<l(Legal Entity)
- 7RI AL
- b el Ao WHo s AfEol BAEEol A REAoR
At &5 &St 4

- HRISSAIE AR EAGA S BAEES] 7]ES A dF g =
dI= ARl =

] otMIEH| - SEr=2Z M| A (Receita, SRF—Federeal Revenue service)

18) Contribuicao Social sobre o Lucro Liquido
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(IRPY) 15% +10% R -
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x o . 0,
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e > ZAE : 34%
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] MY E : HH(Calendar Year)

L.

O Helo] A1 A% (Fiscal Year)7} @13} th2dehe o] we} Alelw
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O oA : mid T2 JIdT7HA(ME FASS 78
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X EAMAlol et ofzk THE

@)
(2
i
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- FMEY 7€ AR E= dg £F A-o|Y V|Eo® 4Pt o dE7bA|

- FEY 71F - BB x TR ¢ AEES + JehaS

@ Z=AAE(Lucro Presumido)
- A FHeolEe Wk A
- A% vjEdo] R8-S ISl A9 AHEE7}
- & AE Yole AF digd: 4dU7tA] Addoii AH
X M= & FHASUA MEA S 712t 5 xHHE 27+
- 271 HRIASA Ao ol
- SAPERTE skl P45 ] Adase] 2 lolAl Al Bt Sl
® A2J4E(Lucro Arbitrado)
- A F=ol dojFer Aud & Qe TAIZ]E(RIRI9 AIS30=%)
o Pelutet ] FALY AT 4

—| 9945 (Lucro Arbitrado) WS Hg3t= AH$ }

> APAE/E g Eelo] A Bl Aol A3 A /1R fAuBsk A
AL ZAel 3] LTHE AFAEES A B S
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20) Underdeveloped regions
21) SUDENE(Superintendencia de desenvolvimento do Nordeste) : E% F() ol Exlsh= Helo tist AlA] &=
22) SUDAM((Superintendencia de desenvolvimento da Amazonia) : oFI}& A Hol| Ex}5= Helo|| that N 3e
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75%S 4 (2013.12.31Y 747 z; 7}%—5}1:4 Z7HE717ES 109 3hE)
® Ao
- At AFd(new project)©] W-§-o] H-& Fob ofulE o] JjEe &
a3t g sk oz oQld ¥

- 71& A} (existing project)?] @h3Hmodernization), & (expansion)23)

T t}ztsl(diversification) 7} B35 Z9} ofulE z] o] sjdte|| Zq3t
A ok Jlez oddd ¥Hd

==
@ 71498 ® : SUDAM, SUDENE A|19] 7k gdsto] oju] Al3eA
2 wgro ASHoE FAS SAsts 02 S8 WS A4l

9](Lucro da exploracao)2 7|02 th2 H|go 93 F7} 4H
- 2004.1.1~2008.12.31 : 25% %
- 2009.1.1~2013.12.31 : 12.5%
® 7|E}EOJAFS} : 2013 @714 SUDAM, SUDENE<Q] A <7§dta}l 23t Ab
A FYsk= HUS HAAQ 30%71A] X G/NE AER 2o HPF
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2t WolaSAlel AslaaNle] ARt A2
HOIAS MO AHlA (TH2l: R$) AtS|EEEMS] A4 (EH2 : R$)
F71%=0] ¢ 1,000,000 F7)0]9] 1,000,000
ol FAHY - EFEANY 52,000 AFAHY - £FEANY 2,000
1Al =(a) 50,000 HlE = ZEF5-X]H|(b) 2,000
olem 2}=k8-A]H|(b) 2,000 Ea4k - dFEANY 77,000
&34 - JFEAY 77,000 = (c) 62,000
v gH(c) 62,000 AL 15,000
e 15,000 AT 2559 925,000
AT A5FY 975,000 o] u] 7}A(d) 277,500
o] ALE(d) 292,500 FHEE 647,500
A EE 682,500 AHEA 4 (9%) 58,275
AFEA -7 2 AE(15%) 102,375
Ab2 A -2 714 8(10%) 44,250
3T FEAY 146,625
Skl g A H 6,000
A7z GRS 140,625
(a) ngAlEel et 28R 2N, RAASA ALt o= a4kl shA|RE
AR EAA] AlLEA o= A FAMSHA] S
(b) NN §E2 o]t AFAAuE F FH AT A BT 23
=4k
(o) Bepdr|del 2o ik vigda2 &4ty 3
(d) oldFAFTES BAFEZY 30%E T=2 FA|
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24) ICMS-Tmposto sobre Circulagdo de Mercadorias e Servigos(AEAH| 2 U G-FA)
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O ICMS A ojEa

REGIONS FOR ICMS
TAX PURPOSES North

® Espirito Santo
® All the others

South
# Rio Grande do Sul

® Parand

® Santa Catarina
® Sdo Paulo
® Rio de Janeiro

®» Minas Gerais

oaBHEs o sAF B oo 2

- A A1ssxe T Y AW B (Complementary Law) 87/19969]]
o2t Jpshs AlRo® 7 Fola ICMS Apef o A= QlAl
2 = 8% W9 A H(Local Law)o] Q&
ex)MIFEZ : the decree 45.490/2000, OfOFZELEA : the decree 20.686/99
O 9 AR}

- AH R HEFo] B ofulE F AN HEEAGoRo EFolFA
%, 718t F(M)ZE olFolE 12%2 AUy HA&S Fg3to] FOUNU
AA| Y 4L - 2xH] Aol Blste] ElE FOo A WA wFo EAS)
9 ERAS Al E 7%

- ICMS+= 1P, ISS53} oA 8ol tieh w22 A= S2yete]
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ot ge) A P BE meh 2e ABE B Ago] HeHme
2z 124 §ostelok 3

. ZAEAIIPI)2)

O TR : A RN sk AlEoz AitEe] TR &
sbd My ool dE o A= FREHol mher BAlEE
AJ8(0~365%) 2] W37} A2 HO

O TAEE(HTA AjHFA 1))

Purchases or

. Resellers
imports

Goods entry Sales delivery
IPI IPI
O Fax=AE
- =2 M &
Food in general 0%
Soft Drinks 44%
Alcoholic drinks 11~143%
Textile materials 0~15%
Machinery and Equipment 0~20%

25) IPI(Imposto sobre Produtos Industrializados) : W} Z-AFEA|
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- IPIAlE-2 7877} 387 7% (Executive Decree)= &3l 274517] Wizl
Aol o] YA TE G, PREPE LxFT FAlo HZ AJFo]
7Hsdt7] wEe] 1 537 FAFHHY

- 35 9 U7AAE| thEte] AR HE HR{IThe HojA &

Urete] AEAEAIS fASE V1SS AR @

k. AIMH]2A(ISS)?D)

O Aol Al AT Au|o] hs) AHEIE FRsHe AR A 2]
F57o] weh A& 0.25-10%2 Che

O THAIHA © 71l HEA TAA AT Aul2R He, sha(st

), AFAuZ, A, oY 5

DAFA - ArEH A1562 NI

AR S gl

O O

26) Th}eA AGRAR Y ¢ ofutRUA, ofTiE], Bl ol Satolul T 4742 74
27)ISS(Imosto sobre Servicos de Qualquer Natureza, ISQN) : A|(H)A]H] A

M2 % abdel ZME - 41 )



- A AAHERE 95k Aulso) i Rl R 2 EA

Aes Ae

=2 10

Q Alo]

2}, ICMS, IPI, ISSO] ©A35} A

ol & %o

asa
[ sig 2apd ZofM(Ra|Liat 277HXIMLE AP
O Aol IPL A5 ICMS, AAu|2A) ISSE $ejubate] Hl7hx]

Aol afdste A= Hepd AFR7F 2R ] dddes e Tt
HAAE B2 dAp3] o &Eskal &
O A A vl& v]aliE(ParanaT29))

== ZHEMIE(%) = ZHEMIE(%)

ef 40.4 A7 = 45.8

A 29.8 7} 34.4

=2} 43.6 A8 HF718) 372

)z 56 A 40.5

A%E 38 Z] ok 42

oJoFz 36 Ast= 47.8

- bbb ARE B 39 ASo|E ol AR}

O XX
O Bt Axol 7HAAl e 183 EAIQ HIRAAE o& Ashi7]=
Ao UEhd
- 319] 10%2] W15 NRE-&2 £59] 32.8%F AA|dh= §IH A
10% HG30] HHTLO A0 227%2 HLZo] HOZ=o| H|3|
OF 44.5% Tl W2 &9 Algg FHdtil 3529

=

28) st 5= shelolel MtAlE WEAR(104Y)
29) Institute os economic Research(IPEA) 1+

A

[42 - =2 11571



O QI&dolA siaE s HAlEs =olal AN =2 HHAleES =71
E ASA7IAL 5 ST E Hojme= ofegho] A&
11, 6. 8 A Habd 71228 12.25% (-uha} 3.25%)
O olof Betd A= BT 2AAAE daedstil E77HAIE skt
TAIAAAVA) = FHstE sl &
- A =9 dAERA FHe A R FUNe)el WE AR HE A
o7, M A& B9 A F AR Ado] £ A%
] ZE U Ro/g ALEt
O FHH &9 nFH=E BHepdE AEsh 7]¢]e] 749 524 Q o7t
A0 HEgo] YeAgY AR oR w1 ¥HEo] A2 HEAES &
gt A2 AE AE sl & A
uf. @uf RFE =AIRE AR
[] ofojzH=9| Ztof Y ZMBE AL
o X| o A
T T oAl ‘ER 22| “EfZ23IPC” 22A|
(S2[& XHE) (7he} KHE)
Z=91A|(IT) 16.00 3.95 3.95
AV A (IPT) 15.00 0.75 0.75
A}3) 2 AA|(PIS) 9.25 0.00 9.25
Z 9 & A(ICMS) 12.00 7.00 12.00
7] EHE30) 5.92 7.00
A 50.68 17.62 32.95
<Z7> :fEa} Arake 2 KBC('11.4.30), ofo|oje & x|gakte] HA)
 Hepd] AR “HEAAEFS Aol g7l g ERCR ERT 4

Arts U

30) Alesde

915 R&DO| FApsfoksti &

M2 & abdel ZAE - 43 )



O CHHEATS FUBAY S RHAE w1 of 519 A
geist 3 1607} S, 15%7F 3
(o] 3% seOslerel olelsl=el e A AuARE 139990
80| A& RS Hol BN ol AR HuE 5 o)
O WAMA HejA] mERCR B8Y Ao ABRgH W F fEH A

& ALOR AT oF 17%9 Algo] F=u “HES7 o= HE9 A
For Eid Aol oF 32%9 Aaeol Fbd
1 ZE & Rol8 AlE
O HepaAR = Uaatddis 9 3% dAg A=, P82 Aledis
el FgE A & FAE At Aok AS AR dAE
& olo|dl & AAstoiof T
O Bepd &g 3¥she 7192 A dof §S Agsir|hch Azl
AYS A=40= ndstal AFE 3948 AYEE 2 WA S 95
3t 7HAAAY RS A AEStolof 3 HQ Q&
ul. g3, S99 3 A4 WY
] =ufA
O 20144=7, 20162 TS Il 7ITHbdel tigt "IXFREAHES] o=¢hE
2d3tsr) gt Hepa g R Aol A Blx
- AR B QY AEHE AT o dr)tel FUE AE S Ue

A
S CRELEER

1
o

O A4 B AAMAFAE % AAen)
S 20119 19 19N E AR Bebd w3gae) Adol AEomNy
o o]ojol Tat AMA HlTA|0%)



- AHga ;49 B, o XX FVZHIS0Y), WHuEA 5

O E424 yalo A&, YHUSPE, RetdAZAE 93 JAlER)

220119 19 1U5E 20159 129 3129744 2Hysh olzalrpare o)at
Sogyle] ARoll} ARV WAT ojolo ARle A
Qarl WAET AL 15% Mg 4e

O 7MMA|HdFEAHE ( IP-IE) & QlZepFAbo] tigt QJAlE 2
O aTgoldel gt A=A HAIOF) 7HE

" omalsl 24, AARA 48] ASZ OFE BAAAOL, 2D
YT SRS PET fEAEe] FE9UOR ds 7R} et
sto] Shaiolo] BHor Az Ales 24(C11.3d A 6%)

O WHMTY : PM517 (Provisional Measure 517), Decree 7,412

O d=q] dAd] Sk ddste] eyt 7] AEe] g S71d o=
A= A7) FARRLO] ofd ©Y] FAEA Y XA V& 9
A 9 Y 6%WY w2 F8AHAZ F3 Aok Aol fostoiof o

s H gl Ago] #AR FIHHE) 2 AR qAHER

A 2 9] FA7Io] Lojop T F2A| 5
O A3 HEHPIS-COFINS, CPMF, CSLL)

L ARG R BAAFY 24 93 /FOoR AFE ol A
SAgo] Alashan ujZ ool it ofel TR Rakgiths Hol A Algel
Zols glom wolso A g

O PIS/COFINS

- PISE 197049 A1ME ALSIERTIol AR s ola AlFE Aoy

st Sxglo] djste] A

M2 & abdel ZARE - 45 )



- COFINS+= 1991 Al ARRE AT HHOR Fujgds ddo=
Fab
- PIS/COFINS= Bepd Qo) SAxmo) Fa428 S5y gl

O & HFE=(CPMF, 5=31A)
® Aol st dA AL Hasla glen, 19934 0.2%
o] &R A= dA= 0.38%7F HEE S
- 0.38%2] CPMF = 0.20%%= =7}27A Achol, 0.10%= A}s]Ex] Hol
of, 0.08%+= WI* EZ] 7|50 dFEHIL U
O A}3] 7] H-2(CSLL)

- HepdY] 45 E RE Heln ¥ele s RE oyl Rgsls Ao

2 HRAAN AR o]oE 7Eom A
O =57 Al (I0F)
Z8UE, BY, wr|ortEEAY, EAEES giiio] 28w
FHatelm Al 0-25%7H] F8AHe TF 2 7|7tel| wet 2po]
O AYALEAA (IPTR)

- ZA] o]9fe] Ao FgAibs RSkl Sl Al B Al mid
o= AUEAR A& EXY IA7HA, ARGoE, dE Fol w2t
]~ TRk

O AlF-sA4tauf Al (SISA)

- REAke] wjZkA] BAEE iR A A w2t 2-6%
O AJFFAMA (IPTU)

- A A Bgate] sl uid Habeh= i
O Alf-FAIAVV)

- AES Ao wek FHo 3%71A] thoFstal HEAu|Rto A Tl E=
gAf= A

g

.



51 20114 7iguig =ot zemm ookE

Betd FaAd 5

A
AEA|(IR: Imposto de Renda/Income Tax) A3 A153% 111
Rural A" E 2| A AR A1S3=% VI,
A (ITR:Imposto de Territorio Rural/ Land Tax) HE)8847/94 (ITR)
=]
81 = 511 2 AFIH A|154% I,
A5 E2A 2 7)o | N,
(Programa para a Integracao Social: PIS/PASEP) W2 7]7894/39
SAREA AR A3 1V,
(IPL: Imposto de Produtos Industriais/Excise Tax) HE A8003/90
AuFEy A153% 1,
¥ 5 7]8035/90,
4 A] (II: Tmposto de Importacao) HE-4]8032/90,
HE4]7810/89,
HE48003/90
4=%A| (IE: Imposto de Exportacao) AW A1s3x 1
AN S0 ) ~ ~ AEy A1s3xE V,
=32 Al (IOF: Imposto de Operacao Financeira) W £ 48894/94 (IOF)
H}&]
AFS] 2 X A (Contribuicao Social - cofins) a OZ?%ISS iﬂ ljg?‘ L,
2 4%
B}5] | =
A X7)6JZ (Corporate Contribution to the Government) d 031'1‘9:'5 2] ]j%']_ L
. RIS A154% 1,
ARIEAT S . Oxﬂl;szj 43}
(Fundo de Investimento Social:FINSOCIAL) W2 7]7894/39
FN2F HLETN|
. A AISS= T,
A A A= M|(SISA: Property Transfer Tax) WAAA 19/92
A2} A|(IPVA: Automobile Tax) W A155% 1T
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A Mercadorias e Servicos/Sales and Services Tax) AR ASSE 1
AlA|
ZPALA(IPTU: Imposto sobre Predios e Territorios ARSI A156% 1,
217 A | Urbanos/ Tax on Urban Land and Buildings) CTNA|32-34%
H = ALOFL A|(SISA: Real Estate Transfer Tax) AutsH A156% 11
A B]AA(ISS: Imposto sobre Servicos/Tax on Urban HFS] =
7124 | Land and Buildings) AYAR A6z I
S-FAIVV: Fuel Tax)
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Articles 18 to 24 of Law no. 9430/96, changed by Law 9959/2000 article 2
“Section V

Transfer Prices

Goods, Services and Rights Purchased Abroad

Article 18. Costs, expenses and charges relating to goods, services and rights
set out in the import or purchase documentation for operations carried out with
a related party shall be deductible upon the determination the corporate income
tax (IRPJ) and social contribution on net profit (CSLL) tax bases only up to the
amount that does not exceed the price determined by one of the following

methods:

I - Comparable Uncontrolled Price Method PIC: defined as the arithmetic mean
of prices of goods, services and rights equivalent or similar to goods, services
and rights selected within the Brazilian market or in other countries in purchase

and sale operations under similar payment conditions;

II - Resale Price Minus Profit Method - PRL: defined as the arithmetic mean

of the resale price for the goods, services or rights, less:

a) unconditional discounts granted;



b) taxes and contributions levied on the sales;

¢) commission and brokerage fees paid; and

d) profit margin of:

1. Sixty per cent, calculated on resale price after deduct values referred in items
above and value added in the country, in hypothesis of goods used in

production process;

2. Twenty per cent, calculated on resale price, in all other hypothesis.

IIT - Production Cost Plus Profit Method - CPL: defined as the average cost
of production of equivalent or similar goods, services or rights in the country of
origin increased by the taxes and fees applied to the export transaction and by

a profit margin of 20% of the total cost.

Paragraph 1 The weighted arithmetic means referred to in items I and II and
the average acquisition cost referred to in item III shall be computed taking into
consideration the prices used and costs incurred during the whole period for
purposes of determination of the IRPJ tax basis relating to the costs, expenses

or charges..

Paragraph 2 For purposes of the provisions set forth in item I, only purchase
and sale transactions carried out between unrelated buyers and sellers shall be

considered.



Paragraph 3 For purposes of the provisions set forth in item II, only prices

adopted in transactions with unrelated buyers shall be considered.

Paragraph 4 If more than one method is used, the highest amount thus
determined shall be deducted, with due regard to the provisions of the next

paragraph.

Paragraph 5 If the amounts determined under said methods is higher than the
acquisition cost disclosed in the respective documents, the deductibility amount

relating to the cost as per said documents shall prevail.

Paragraph 6 For deductibility purposes, amounts paid by the purchasing
company in relation to freight and insurance as well as to taxes levied on

imports are included in the purchase cost.

Paragraph 7 The portion of costs which exceeds the amount determined in

accordance with this article shall be added to the IRPJ tax basis.

Paragraph 8 The deductibility of amortization or depreciation charges relating to
the goods and rights will be limited, in each determination period, to the
amount calculated based on the price determined by one of the methods under

this article.

Paragraph 9 The provisions set forth under this article are not applicable to the
payment of royalties and payment of fees for technical, scientific, administrative
or similar assistance, which remain subject to the deductibility rules established

by prevailing legislation.
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Common Rules for Export Revenues

Article 19. Income earned in transactions with a related party shall be subject to
arbitrarily determined price adjustments when the average sale price of goods,
services or rights exported during the income tax period concerned is less than
90% of the average sale price of the same goods, services or rights in the
Brazilian market during the same period and under similar payment conditions.
Paragraph 1 If the legal entity does not sell in the domestic market, the average
price referred to above shall be determined from information obtained from
other companies selling equivalent or similar goods, services or rights in the

Brazilian market.

Paragraph 2 For comparison purposes the sales price:

I - in the Brazilian market shall be computed net of unconditional discounts
granted, of the ICMS tax, of the ISS tax, of the COFINS and PIS/PASEP

contributions;

IT - in exports shall equal the value obtained after a reduction relating to freight
and insurance costs, where such costs have been borne by the exporting

company.

Paragraph 3 Once verified that the sales price of export transactions is lower
than the limitation provided for by this article, the revenues from export sales

shall be determined by adopting one of the methods established hereunder:

I - Export Sales Price Method PVEx: defined as the arithmetic mean of the
sales price of exports made by the same company to other customers, or by
another Brazilian exporter of equivalent or similar goods, services or rights

during the same tax period and under similar payment conditions;

100 - =22/ ZIE7|ds 215 MiSeh
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SRF REGULATORY INSTRUCTION No. 243/02

“Regulatory Instruction no. 243/02, issued by the SRF of November 11, 2002
Published in the Federal Official Gazette (DOU) of November 13, 2002

Provides for the prices to be adopted in operations relating to purchase and sale
of goods, services and rights carried out between individuals or legal entities
resident or domiciled in Brazil and individuals or legal entities resident or

domiciled abroad deemed to be related parties.

THE FEDERAL REVENUE SERVICE SECRETARY, in the capacity conferred
upon him by article 209, item III of the Internal Statute of the Federal Revenue
Service (SRF), approved by Administrative Ruling (Portaria) no. 259 of August
24, 2001 issued by the Ministry of Finance (MF), and in view of the provisions
set forth by articles 18 to 24 and 28 of Law no 9430, of December 27, 1996,
by article 2 of Law no. 9959, of January 27, 2000, by articles 3 and 4 of Law
no. 10451, of May 10, 2002, by article 46 of Provisional Measure (MP) no. 66,
of August 29, 2002, and by Administrative Ruling no. 95 issued by the MF on
April 30, 1997, hereby establishes that:

Article 1 For purposes of the income tax and Social Contribution on Net Profit

(CSLL) legislation, the deductibility of costs of imported goods, services and

rights and the recognition of revenues and earnings deriving from exports, in

2 2. 701)



transactions carried out by individuals or legal entities resident or domiciled in
Brazil with individuals or legal entities resident or domiciled outside of Brazil
deemed related parties, shall be determined in accordance with the provisions of

this Regulatory Instruction.

Paragraph 1 - In this Regulatory Instruction, the word “resident” will be
applied to an individual or legal entity resident or domiciled in Brazil, and the
term “nonresident”, to an individual or legal entity resident or domiciled outside

of Brazil.

Paragraph 2 - The rules governing the tax treatment relating to transactions
carried out by legal entities domiciled in Brazil with an individual or legal
entity resident or domiciled outside of Brazil, are applicable, to the extent
deemed possible, to transactions carried out by individuals resident in Brazil

with an individual or legal entity resident or domiciled outside of Brazil.

Related Parties

Article 2 - For purposes of this Regulatory Instruction, a related party of a

Brazilian company is:

I - its head office resident or domiciled abroad;

I - its branch or branch related entity (sucursal) resident or domiciled abroad;

IIT - an individual or legal entity resident or domiciled abroad which has a

capital participation and is deemed to be a controlling or affiliated party as



provided for by paragraphs 1 and 2 of article 243 of Law no. 6404 enacted on
December 15, 1976;

IV - a legal entity resident or domiciled abroad which is deemed to be its
controlled or affiliated entity as provided for by paragraphs 1 and 2 of article
243 of Law no. 6404/76;

V - a legal entity resident or domiciled abroad in which the same shareholder
has at least a 10% capital participation in that entity and in the Brazilian

company or holds administrative or equity control of both companies;

VI an individual or legal entity resident or domiciled abroad which, together
with a Brazilian resident company, holds a capital participation in a third
company which renders these parties controlling or related parties as provided

for by paragraphs 1 and 2 of article 243 of Law no. 6404/76;

VII an individual or legal entity resident or domiciled abroad which is
associated with the Brazilian company in a consortium or joint venture as

established under Brazilian law;

VIII - an individual resident or domiciled abroad which is a relative up to the
third degree, spouse or common-law spouse of any officer, partner or direct or

indirect controlling shareholder;
IX - an individual or legal entity resident or domiciled abroad which is an

exclusive agent, distributor or concessionaire in Brazil for the purchase and sale

of services, goods or rights;
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X an individual or legal entity resident or domiciled abroad which has an
exclusive agent, distributor or concessionaire in Brazil for the purchase and sale

of goods, services or rights.

Paragraph 1 - For purposes of item V, the legal entity domiciled in Brazil and

a legal entity resident or domiciled abroad are deemed to be under:

I - joint corporate control, when the same individual or legal entity,
irrespective of residence or domicile, has rights with respect to each company
under conditions that ensure prevalence over corporate resolutions and power to

elect the majority of its officers;

II joint administrative control, when:

a) the position of Chairperson of the Board or President-Director of both

companies are held by the same person;

b) the positions of Chairperson of the Board of one company and

President-Director of the other company are held by the same person;

c) the same person holds a management position with decision-making power in

both companies.

Paragraph 2 - In the case of item VII, the companies will be deemed to be
related only for the duration of the consortium or joint venture under which the

association occurs;



Paragraph 3 - For purposes of item VIII, the common-law spouse of a
controlling officer, partner or shareholder of the company domiciled in Brazil
will be a person living with him/her as a spouse, as set forth by Law no. 9278
of May 10, 1996.

Paragraph 4 - For purposes of items IX and X:

I - Characterization as a related party only applies to the operations with

goods, services and rights with respect to which there is exclusivity;

I - An exclusive distributor or dealer is construed as an individual or legal
entity holding an exclusive right with respect to part or the entirety of the

country’s concerned territory, including Brazil;

IIT - Exclusivity shall be evidenced by means of a written agreement or,
otherwise, by the performance of commercial operations relating to types of
goods, services or rights, performed exclusively between both companies, or

exclusively through one of them.

Paragraph 5 - The transfer price rules established hereunder are also applicable
to the operations carried out by a legal entity domiciled in Brazil via an
unrelated appointed person, through which this unrelated appointed person

conducts operations abroad with a person deemed related to the Brazilian entity.
Paragraph 6 - The existence of any relationship with individuals or legal

entities resident or domiciled abroad with respect to purchase and sale

operations performed during the calendar year shall be reported to the Federal
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Revenue Service (SRF) via the corporate income tax return (DIPJ).

Costs of Goods, Services and Rights Purchased Abroad

Article 3 - Costs, expenses and charges relating to goods, services and rights
set out in the import or purchase documentation for operations carried out with
a related party shall be deductible upon determination of the corporate income
tax (IRPJ) and CSLL tax bases only up to the amount that does not exceed the

price determined by one of the methods under articles 8 to 13.

Common Rules for Import Costs

Article 4 - For purposes of determining the price to be used as a parameter
for importation of goods, services or rights from a related party resident or
domiciled abroad, the importing legal entity may opt for any of the methods
referred to in articles 8 to 13, except for the case provided for in paragraph 1,

irrespective of any prior notice to the Federal Revenue Service.

Paragraph 1 - The price to be used as a parameter for comparison with the
price disclosed in the importation documents, when the goods, services or rights
have been purchased for use in or application to the production of other goods,
services or rights by the importing party itself shall be determined only on the

basis of the methods under article 8, article 12, item IV, b, and article 13.
Paragraph 2 - If more than one method is used, the highest amount thus

determined shall be deducted, and the method adopted by the company shall be

consistently applied with respect to goods, services or rights throughout the tax
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computation period.

Paragraph 3 - The deductibility of depreciation, depletion or amortization
charges relating to the goods and rights will be limited, in each tax computation
period, to the amount calculated based on the price determined by one of the
methods under articles 8 to 13, where the utilization of the method referred to

in article 12 is forbidden if there were no resale operations.

Paragraph 4 - For purposes of determining the price to be used as a
parameter, calculated based on the method established in article 12, the
transportation and insurance costs borne by the importing company as well as
non-recoverable taxes due on import will be included in the price charged in

the import operation.

Paragraph 5 - As for prices calculated based on the methods referred to in
articles 8 and 13, the amounts referred in paragraph 4 hereunder may be added
to the cost of imported goods, provided that they are also taken into

consideration in the adopted price, for comparison purposes.

Article 5 - In case of imports from related parties, after determination of the
prices to be used as parameter in accordance with one of the methods
applicable to imports, these prices shall be compared to the prices disclosed in

the purchase documents:
Paragraph 1 - If the purchase price paid by a related party domiciled in Brazil

exceeds the price used as a parameter, in view of the difference between the

prices thus compared, the amount resulting from the excess cost, expenses or

2 2. 707)



charges that were treated as nondeductible item for purposes of computing IRPJ
and CSLL tax bases, shall be adjusted in the account books by means of a
debit entry posted to accumulated results in stockholders equity as per contra to

a credit entry posted to:

I - the asset account in which the purchase of the goods, rights or services
was recorded and where they remained through the closing or the tax

computation period; or

IT - the appropriate cost or expense account of the tax computation period in
which the value of the goods, rights or services was recorded, upon being
written off of the asset account in which their purchase had been originally

recorded.

Paragraph 2 - In the case of goods posted to Fixed Assets that generated
depreciation, amortization or depletion quotas in the tax year in which they
were imported, the excess import price shall be posted to books as explained in
paragraph °, item II hereunder. In the event of amount not yet written off, the
excess import price shall be credited directly to the asset account, having an
entry to the accumulated results account referred to in paragraph 1 as per

contra.

Paragraph 3 - Should the legal entity opt to add back to its IRPJ and CSLL
tax bases the value of the excess determined in each tax computation period
only upon the realization of the asset, right or service through sale or write
down at any title, the total excess price determined in the tax computation

period in which acquisition took place shall be excluded from its stockholders



equity for purposes of determining the equity interest referred to in article 9 of

Law no. 9249, of December 23, 1995.

Paragraph 4 - In the hypothesis formulated in paragraph 3 hereunder, the legal
entity shall record the value of total excess price in a subaccount of the account

in which the value of the good, service or right purchased abroad was recorded.

Paragraph 5 - If the purchase price paid by a related party domiciled in Brazil
is inferior to the price used as a parameter, no adjustment implying tax effects

shall be made.

Article 6 - For purposes of determining the price to be used as a parameter
based on the method prescribed by articles 8 and 12, the computed prices will
be multiplied, prior to the comparison, by the volumes related to the respective
transaction and the results will be consolidated and divided by the total volume,
thus determining the weighted average price to be compared with the price
booked as cost by the company in its results.

Sole paragraph - For the comparison purposes, the weighted average prices of
goods, services and rights purchased by the related party, domiciled in Brazil,
shall be calculated by reference to the volumes and amounts corresponding to

all purchase transactions carried out during the concerned fiscal year.

Article 7 - The amount expressed in foreign currency upon import of goods,
services and rights will be converted into Brazilian reais (R$) at the selling
exchange rate established by the opening quotations schedule issued by the

Central Bank of Brazil, for the date:
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I - of customs clearance, in case of goods;

I - of the recognition of the costs or expense corresponding to the rendering
of the service or the acquisition of the right, with due regard to the accrual

method of accounting.

Comparable Uncontrolled Price Method PIC

Article 8 - The cost of imported goods, services and rights that is deductible
upon the determination of IRPJ and CSLL tax bases may be determined in
accordance with the Comparable Uncontrolled Price Method, defined as the
arithmetic mean of prices of goods, services and rights equivalent or similar to
goods, services and rights selected within the Brazilian market or in other

countries in purchase and sale operations under similar payment conditions.
Sole paragraph: Under this method, the price of imported goods, services and
rights purchased from a related party shall be compared with the prices of
equivalent or similar goods, services and rights:

I sold by same exporter to resident or nonresident unrelated parties;

I purchased by the same importer, from resident or nonresident unrelated

parties;

IIT - in purchase and sale transactions carried out between other resident or

nonresident unrelated parties.



Article 9 - The amounts of goods, services or rights shall be adjusted so as to
minimize the effects of differences in the business conditions, physical nature

and contents on the prices to be compared.

Paragraph 1 - As regards equivalent goods, services and rights, the only

adjustments permitted relate to:

I - payment terms;

IT - negotiated volumes;

IIT - liability for product fitness warranty or for the applicability of the service

or right;

IV - lability for promotion of the goods, services or rights to the public by

means of advertising and publicity;

V - liability for quality control, service and sanitary standards;

VI - agency costs for purchase and sale transactions carried out by unrelated

parties, taken into account for the purpose of price comparisons;

VII - packaging;

VIII - freight and insurance.

Paragraph 2 - The payment term differences shall be adjusted for the amount
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of interest corresponding to the period between the terms granted for payment
of the liabilities under consideration, based on the interest rate applied by the
supplier when such interest rate is applied consistently with respect to all

installment sales.

Paragraph 3 - With respect to paragraph 2 hereunder, if a rate is not proven

to be applied consistently, the adjustment shall be made by reference to:

I - the Special Liquidation and Custody System - SELIC rate for federal
bonds, prorated for the period, when both buyer and seller are resident in

Brazil;

I - Libor, prorated for the period, for six-month-US-dollar deposits increased
by 3% per year as a spread, if one of the parties is nonresident.

Paragraph 4 - The adjustments in view of differences in the negotiated
volumes shall be made based on documents issued by the selling company,
demonstrating the use of lower prices for higher volumes purchased by the

buyer.

Paragraph 5 - For purposes of adjustment for the warranties for product fitness
under Section III of paragraph 1, the price may not exceed the value arrived at
by dividing total expenditures within the previous tax computation period by the
quantity of goods, services and rights under warranty for product fitness within

the domestic market over the same period.

Paragraph 6 - Where under paragraph 5 hereunder the goods, services or

rights have not yet been sold in the Brazilian market, the cost in local currency
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shall be accepted corresponding to the same warranty for product fitness

provided in another country.

Paragraph 7 - With respect to adjustments by virtue of the provisions set forth
in items IV and V of paragraph 1, the price of the goods, services or rights
purchased from a related party resident or domiciled abroad which bears the
cost of promotion of the goods, services or rights in Brazil may exceed the
price adopted by another company which does not bear the same cost limited to
the amount spent per unit of the product by the exporting company bearing said

liability.

Paragraph 8 - For purposes of paragraph 7 hereunder, in case of advertising

and publicity for promotional purposes:

I - relating to a business name or trademark, the costs will be split on a pro
rata basis into all goods, services or rights sold in Brazil, in proportion to the

volumes and respective values of each type of goods, services and rights;

I - relating to a product, the pro rata split will be effected on the basis of

such product volumes.

Paragraph 9 - When data from a purchasing company which has borne agency
costs with the purchase of goods, services or rights are used and the price is a
parameter for comparison with the price adopted in a purchase transaction with
a related party not subject to this cost, the latter price for the goods, services
or rights may exceed the former price up to the amount corresponding to the

agency cost.
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Paragraph 10 - For purposes of comparison, the price of goods, services or
rights will be also adjusted to take account of the differences in the cost of

materials used in packaging and the freight and insurance charged in each case.

Article 10 - In the case of similar goods, services or rights the prices shall be
adjusted to take account of the differences of physical nature and differences in
contents in addition to the adjustments provided for under article 9 hereunder,
considering the costs relating to the production of the goods, the performance of
the service or the constitution of the right exclusively for the parts

corresponding to the differences between the models subject to comparison.

Article 11 - If identification of purchase and sale transactions within the same
tax computation period is not possible, the comparison may be made against
prices adopted for transactions carried out in previous or subsequent periods
provided these prices are adjusted for foreign exchange rate variations in the
reference currencies from the date of one transaction to the date of the other

transaction.

Paragraph 1 - In the case of adjustments to take account of exchange
variations, the prices used as parameters for comparison, when derived from
transactions carried out in countries for which currency has no exchange rate in
local currency, shall be first converted into US dollars and subsequently into
Brazilian reais, using as a basis the respective exchange rates for the date of

each transaction.

Paragraph 2 - In the event that this article applies, fluctuations in commodity

prices shall be taken into account when evidenced by national or international



stock market quotations verified during the period.

Resale Price Minus Profit Method - PRL

Article 12 - The cost of imported goods, services or rights that is deductible

from IRPJ and CSLL tax bases may also be determined using the Resale Price

Minus Profit Method (PRL), defined as the weighted average of the resale price

for the goods, services or rights, less:

I - unconditional discounts granted;

II - taxes and contributions levied on the sales;

IIT - commission and brokerage fees paid; and

IV - profit margin of:

a) twenty percent, in case of resale of goods, services or rights.

b) sixty percent, in case of imported goods, services or rights used in the

production process.
Paragraph 1 - The resale prices to be taken into account shall be the prices
used by the importing company in retail and wholesale transactions with

unrelated individual or corporate buyers.

Paragraph 2 - The average purchase and resale prices shall be weighted as a
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function of the negotiated volumes.

Paragraph 3 - Upon determination of the weighted average price the total
values and volumes relating to existing inventories at the beginning of the tax

computation period shall be computed.

Paragraph 4 - For purposes of this method, the weighted arithmetic mean of
the price shall be verified by taking into account the resale transactions carried

out from the purchase date through the end of the tax computation period.

Paragraph 5 - If the transactions used to determine the average price include
cash sales made and installment sales, the prices relating to the latter shall be
taken into account net of interest imputed thereto as computed at the rate
applied by the company when such rate is proven to be applied consistently to

all installment sales throughout the term granted for payment.

Paragraph 6 - In the hypothesis formulated in paragraph 5 hereunder, if no
evidence is produced that an interest rate is consistently applied, the adjustment

shall be made by reference to:
I - the Special Liquidation and Custody System - SELIC rate for federal
bonds, prorated for the period, when both buyer and seller are resident in

Brazil;

I - Libor, prorated for the period, for six-month-US-dollar deposits increased

by 3% per year as a spread, if one of the parties is nonresident.
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Paragraph 7 - For purposes of this article:

I - discounts will be deemed unconditional when not dependent on future
events, i.e. discounts that are granted on each resale and that appear in the

respective sales invoice;

I - taxes, contributions and other charges imposed on sales will be deemed as
such when assessed by the government on the sales and included in the price,

such as ICMS, ISS, PIS/Pasep and Cofins;

Il - commission and brokerage fees shall be understood as amounts paid or
amounts payable as such with respect to the sale of goods, services or rights

that are subject to examination.

Paragraph 8 - The profit margin under the heading of item IV, “a” shall be
applied to the resale price disclosed in the tax invoice excluding - only - any

unconditional discounts granted.

Paragraph 9 - The Resale Price Minus Profit method where a twenty-percent
gross margin is used shall only be applicable to those cases in which no value
is added in the Country to the cost of imported goods, services or rights, that
is, cases which represent a mere resale of the said imported goods, services or

rights.
Paragraph 10 - The method under item IV, “b” of this article shall be applied

in case of imported goods, services or rights that are used in the production

process.
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Paragraph 11 - In the hypothesis formulated in paragraph 10 hereunder, the
parameter price of imported goods, services and rights shall be determined
excluding the value added to them in the Country and the gross margin of sixty

percent, according to the following methodology:

I - net sale price: the weighted average of sale prices of the finished good
produced, less unconditional discounts granted, taxes and contributions levied on

the sales as well as commissions and brokerage fees paid;

I - percentage participation of imported goods, services or rights in the
finished good produced: the percentage ratio, computed in accordance to the
entity’s costing system, between the value of the imported good, service or right

and the produced good’s total cost;

IIT - participation of imported goods, services or rights in the produced good’s
sale price: the application of the percentage participation of imported good,
service or right in the produced good’s total cost, computed according to item

II, to the net sale price computed in accordance with item I;

IV - profit margin: the application of the sixty percent rate to the
“participation of imported good, service or right in the produced good’s sale

price”, computed according to item III;

V - parameter price: the difference between “participation of imported good,
service or right in the produced good’s sale price”, computed in accordance

with item III, and the sixty percent profit margin, computed according to item



Production Cost Plus Profit Method - CPL

Article 13 - The cost of imported goods, services or rights that is deductible
from IRPJ and CSLL tax bases may also be determined by use of the
Production Cost Plus Profit Method (CPL), defined as the average cost of
production of equivalent or similar goods, services or rights in the country of
origin increased by the taxes and fees applied to the export transaction and by

a profit margin of 20% of the total cost.

Paragraph 1 - The price determination under this method shall take into
account exclusively the costs referred to in article 4 incurred in the production
of the goods, services or rights, excluding any other costs, even though these

costs may affect the profit margin of the wholesaler.

Paragraph 2 - The production cost shall be itemized per component, value and

respective suppliers.
Paragraph 3 - Information from the supplying unit may be used as well as
information from production units located in the country of origin of the goods,

services or rights.

Paragraph 4 - For purposes of determining the price under this method, the

following items may be included as part of the cost:

I - the acquisition cost of raw materials, feedstock and packaging materials

used in the production of the goods, services or rights;
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IT - the cost of any other goods, services or rights applied to or consumed in

production;

IIT - the cost of manpower applied to production, including to the cost of
direct supervision, maintenance and custody of production facilities and the
respective payroll taxes incurred, required, or provided for by prevailing

legislation in the country of origin;

IV - the rental, maintenance and repair costs, and depreciation, amortization or

depletion charges relating to the goods, services or rights used in production;

V - amounts corresponding to reasonable levels of breakage and loss incurred
in production, as provided for by the tax legislation in the country of origin of

the goods, services or rights.

Paragraph 5 - Upon determination of the cost of the goods, services or rights
purchased by the Brazilian entity, the costs referred to in paragraph 4 hereunder
and incurred by the foreign production unit will be considered in proportion to

the volume sold to the Brazilian entity.

Paragraph 6 - Where a similar product is used to establish the price, the
production cost will be adjusted to reflect the differences between the goods,
services or rights acquired and the goods, services or rights used as a

parameter.

Paragraph 7 - The profit margin referred to in the heading of this Section

shall be applied to the costs computed before taxes and duties collected by the



country of origin on the value of goods, services or rights purchased by the

Brazilian company.

Income from Export Transactions

Article 14 - Income earned in transactions with a related party shall be subject
to price adjustments when the average sale price of goods, services or rights
exported during the corresponding IRPJ and CSLL tax computation period is
less than 90% of the average sale price of equivalent or similar goods, services
or rights in the Brazilian market during the same period and under similar

payment conditions.

Paragraph 1 - The average price hereunder shall be obtained by multiplying
prices by the volumes of each transaction and the results achieved shall be
consolidated and divided by the total volume, thus determining the weighted

average price.

Paragraph 2 - If the legal entity does not sell in the domestic market, the
average price shall be determined based on information obtained from other
companies selling equivalent or similar goods, services or rights in the Brazilian

market.
Paragraph 3 - For purposes of this article, only purchase and sale transactions
carried out in the Brazilian market between unrelated buyers and sellers shall be

considered.

Paragraph 4 - For comparison purposes the sales price:
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I - in the Brazilian market shall be computed net of unconditional discounts
granted, of the ICMS tax, of the ISS tax, of the Cofins and PIS/Pasep
contributions, of other charges assessed by the government, of the freight and of

the insurance costs borne by the selling company.

I - in exports shall equal the value obtained after deducting freight and

insurance costs, where such costs have been borne by the exporting company.
Common Rules for Export Revenues

Article 15 - The value of goods, services or rights shall be adjusted so as to
minimize the effect on the prices to be compared by differences in business

conditions, physical nature and contents.

Paragraph 1 - In the case of equivalent goods, services or rights, only

adjustments relating to the following shall be allowed:

I - payment terms;

I - negotiated volumes;

IIT - liability for product fitness warranty or for the applicability of the service

or right;
IV - liability for promotion of the goods, services or rights to the public by

means of advertising and publicity, pursuant to provisions set forth in article 9,

paragraphs 7 and 8;
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V - liability for quality control, service and sanitary standards;

VI - agency costs for purchase and sale transactions carried out by unrelated

parties, taken into account for the purpose of price comparisons;

VII - packaging;

VIII - freight and insurance;

IX - credit risks.

Paragraph 2 - The payment term differences shall be adjusted for the amount
of interest corresponding to the period between the terms granted for payment
of the liabilities under consideration, based on the interest rate applied by the
supplier when such interest rate is applied consistently with respect to all

installment sales.

Paragraph 3 - With respect to the paragraph 2, if a rate is not proven to be

applied consistently, the adjustment shall be made by reference to:

I - the Special Liquidation and Custody System (Selic) rate for federal bonds,

prorated for the period, when both buyer and seller are resident in Brazil,

I - Libor, prorated for the period, for six-month-US-dollar deposits increased

by 3% per year as a spread, if one of the parties is nonresident.

Paragraph 4 - The adjustments in view of differences in the negotiated
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volumes shall be made based on documents issued by the selling company,
demonstrating the use of lower prices for higher volumes purchased by the

buyer.

Paragraph 5 - For purposes of adjustment for the warranties for product fitness
under Section III of paragraph 1, the price may not exceed the value arrived at
by dividing total expenditures within the previous tax computation period by the
quantity of goods, services and rights under warranty for product fitness within

the domestic market over the same period.

Paragraph 6 - Where under the hypothesis formulated in paragraph 5, the
goods, services or rights have not yet been sold in the Brazilian market, the
cost in local currency shall be accepted corresponding to the same warranty for

product fitness provided in another country.

Paragraph 7 - With respect to adjustments by virtue of the provisions set forth
in items IV and V of paragraph 1, in order to compare the price of the goods,
services or rights sold to a related party resident or domiciled abroad which
bears the cost of promotion of the goods, services or rights to the price charged
by another company which does not bear the same cost, such burden shall be
deducted, by product unit, from the price charged by the company that bears

such costs.

Paragraph 8 - The rule under paragraph 7 hereunder shall also be applied with

respect to agency charges to the sale of goods, services or rights.

Paragraph 9 - The prices of goods, services or rights shall also be adjusted to
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take account of the differences in the cost of materials used in the packaging

and the freight and insurance charged in each case.

Paragraph 10 - For purposes of item IX of paragraph 1, the adjustments for
credit risks shall be:

I - allowed only with respect to the transactions carried out between buyer and

seller domiciled in Brazil;

I - made based on the percentage resulting from comparing total losses and

total credits relating to the previous calendar year.

Article 16 - The average price charged on exports and the parameter price
shall be obtained by multiplying the prices by the quantities relating to each
operation and the results thus obtained shall be added and divided by the total

quantity, giving rise, therefore, to the weighted average price.

Article 17 - In the case of similar goods, services or rights, in addition to the
adjustments provided for under article 16, the prices shall be adjusted to take
account of the differences of physical nature and differences in contents
considering the costs relating to the production of the goods, the performance of
the service or the constitutions of the right exclusively for the parts

corresponding to the differences between the models subject to comparison.
Article 18 -1If identification of sale transactions within the same tax

computation period of the prices under examination is not possible, the

comparison may be made with prices adopted for transactions carried out in
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previous or subsequent periods provided these prices are adjusted for foreign
exchange rate variations in the reference currency from the date of one

transaction to the date of the other transaction.

Sole paragraph In the event that this article applies, fluctuations in commodity
prices shall be taken into account when evidenced by national or international

stock market quotations verified during the period.

Article 19 - Once verified that the sales price of export transactions is lower
than the limitation provided for by article 14, including the adjustments referred
to under articles 15 to 18, the revenues from export sales shall be determined

by adopting one of the methods under articles 23 to 26.

Paragraph 1 - For purposes of application of the methods referred to in this
article, the weighted arithmetic means shall be computed with respect to the tax
computation period, unless the company is using data from other periods, in

which case the arithmetic means shall be related to the respective period.

Paragraph 2 - In the circumstances described in paragraph 1, the prices
determined in foreign currency shall be adjusted to take into account variations
in the foreign exchange rate of the reference currency, determined between the

transaction dates.

Article 20 - In the event that more than one method is applied, the lowest
amount determined shall be used for the adjustment, with due regard to the
provision set forth in the sole paragraph hereunder, and the method giving rise

to said lower revenue shall be applied by the Company, consistently, to each



good, service or right, during the entire tax computation period.

Sole paragraph - If the amount determined under said methods is lower than
the sales price disclosed in the export documents, the amount relating to the

revenue recognized as per said documents shall prevail.

Article 21 - The portion of revenues determined under this Regulatory
Instruction which exceeds the amount registered in the company’s books shall
be added to net profit for purposes of determining IRPJ and CSLL tax bases, as
well as taken into consideration upon computing the deemed or arbitrarily

determined profit.

Sole paragraph - Upon computing the exploitation profit [profits generated by
tax exempt activities], the amount to be added shall be taken into consideration
in the corresponding revenues, whether or not said revenues are eligible to the

tax incentive.

Article 22 - The sales revenue deriving from exports of goods, services and
rights expressed in foreign currency will be converted into Reais at the purchase
exchange rate established by the opening quotations schedule issued by the

Central Bank of Brazil, for the date:

I - of shipment, in case of goods;

I - of the effective provision of the service or transfer of the right.

Paragraph 1 - The date of the effective provision of the service or transfer of

the right is the date to recognize the revenue as earned, deemed as the moment

2 2. 127]



at which title thereto arises, when it shall be accounted for on an accrual basis.

Paragraph 2 - In case the taxpayer has opted for the deemed profit taxation
regime, on a cash basis, the revenue shall be construed as earned on an accrual

basis.

Export Sales Price Method PVEx

Article 23 The revenue from export sales may be determined on the basis of
the Export Sale Price Method (PVEXx), defined as the weighted average of sale
prices charged on exports effected to other clients by the entity itself, or by
another domestic exporting entity, for equivalent or similar goods in sales made
during the same IRPJ tax basis computation period, under similar payment

conditions.

Paragraph 1 - For purposes of this method, only the sales to customers

unrelated to the Brazilian entity shall be taken into account.

Paragraph 2 - The adjustments referred to under articles 15 to 18 are

applicable to the prices that are used as a parameter, under this method.
Wholesale Price in the Country of Destination Less Profit Method PVA
Article 24 The revenue from export sales may be determined on the basis of
the Wholesale Price in the Country of Destination Less Profit Method (PVA),

defined as the weighted average of the sale prices for equivalent or similar

goods in sales made in the wholesale market of the country of destination,
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under similar payment conditions, reduced by the taxes included in the price,
collected in the country of destination, and by a profit margin of 15% of the

wholesale price.

Paragraph 1 - The taxes to be deemed included in the price are those which
bear a similarity to the ICMS and ISS taxes, and Cofins and PIS/Pasep

contributions.

Paragraph 2 - The profit margin to which this article refers shall be applied to

the gross wholesale price.

Paragraph 3 - The adjustments under articles 15 to 18 are applicable to the

prices used as a parameter.

Retail Price in the Country of Destination Less Profit Method PVV

Article 25 - The revenue from export sales may be determined on the basis of
the Retail Price in the Country of Destination Less Profit Method (PVV),
defined as the weighted average of the price of equivalent or similar goods in
sales made in the retail market of the country of destination, under similar
payment conditions, reduced by the taxes included in the price and by a profit

margin of 30% of the retail price.

Sole paragraph - The rules contained under paragraphs 1 and 2 of article 24
and the adjustments under articles 15 to 18 shall be applicable to this method.

Acquisition or Production Cost Plus Taxes and Profit Method CAP
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Article 26 - The revenue from export sales may be determined on the basis of
the Acquisition or Production Cost Plus Taxes and Profit Method (CAP), which
is defined as the weighted average of the acquisition cost or production cost of
exported goods, services or rights, increased by taxes paid in Brazil and by a

profit margin of 15% of the total costs plus taxes.

Paragraph 1 - Amounts paid for freight and insurance by the purchasing
company are included in the purchase cost with respect to exported goods,

services and rights.

Paragraph 2 - The portion of deemed IPI credit granted as reimbursement of
Cofins and PIS/Pasep contributions corresponding to the exported goods shall be

excluded from the purchase and production costs.

Paragraph 3 - The profit margin under this article shall be applied to the
outstanding amount, after exclusion of the portion of the deemed -credit

described under paragraph 2 hereunder.

Paragraph 4 - The price with respect to direct exports made by the producer
itself, determined using this method, may be deemed a parameter for the price
charged by the entity in exports carried out through a trading company, where
no additional adjustment relating to the trading company’s profit margin need to
be made.

Interest

Article 27 - Interest paid or credited to a related party, which arises from a
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loan agreement which has not been registered with the Central Bank of Brazil,
shall be deductible upon computing IRPJ and CSLL tax bases only up to the
amount not exceeding the Libor rate for six-month US dollar deposits increased

by an annual spread of 3% or applicable prorated percentage.

Paragraph 1 - With respect to a loan to a related party, a lender resident in
Brazil shall recognize at least the amount determined as provided for above as

financial income.

Paragraph 2 - For purposes of the limitation established hereunder, the interest
payments shall be calculated based on the agreement value translated into the
equivalent Brazilian currency amount at the foreign exchange rate, published by
the Central Bank of Brazil, prevailing on the final date for calculation of such

interest.

Paragraph 3 - The interest amount which exceeds the deductible limit and the
difference in interest income determined in accordance with the provisions set
forth in paragraph 2 hereunder shall be added to the IRPJ tax basis, or the

deemed or arbitrarily determined profit, and the CSLL tax basis.

Paragraph 4 - Interest rates stipulated in agreements registered with the Central

Bank of Brazil shall be accepted.

Paragraph 5 - In the case of interest payments in which the paying individual
or legal entity bears the withholding income tax burden imposed thereon, the
amount thereof shall not be taken into account for purposes of the deductible

limit.
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Paragraph 6 - The computation of interest referred to in this article may be
made based on agreements or set of financial operations with identical dates,

rates and terms.

Paragraph 7 - For purposes of this article, operations are deemed financial if
resulting from agreements, including those relating to investment of funds and
capitalization of credit lines, executed with an individual or legal entity resident
or domiciled abroad and that were not registered with the Central Bank of
Brazil, which remittance or transfer of the principal was carried out in foreign

currency or by means of an international transfer of Brazilian currency.

Paragraph 8 - For purposes of the limits referred to in this article and in
paragraph 1 hereunder, the Libor rate to be used is the one prevailing on the
date on which the agreement’s initial term commenced, and shall be changed at
each 183 days, up to the date on which the term for computation of interest

ends.

Miscellaneous

Concept of Similarity

Article 28 - For purposes of this Regulatory Instruction, two or more goods

under conditions in which they are used for their intended purposes shall be

deemed to be similar when such goods, concurrently,

I - have the same nature and the same function;



II - may substitute for each other in their intended function; and

IIT - have equivalent specifications.

Supplemental Documentary Evidence

Article 29 - In addition to the documents regularly issued by companies in
their purchase and sale operations, evidence of prices to which this Regulatory

Instruction refers may also be produced by way of:

I - official publications or reports from the government of the country of
origin of seller or buyer, or a declaration of such country’s tax authorities if the
country concerned has signed a double taxation or information exchange treaty

with Brazil.

I - market research conducted by a recognized, technically qualified firm or
institution or technical publication, which specifies the industry sector, the
period, the companies researched and the profit margins, and which identifies,

for each company, the data collected and analyzed.

Paragraph 1 - The publications, research or technical reports under this article
shall be accepted as evidence only if carried out in compliance with
internationally accepted appraisal criteria and provided they are concurrent to

the Brazilian entity’s IRPJ tax computation period.

Paragraph 2 - Price publications acceptable as evidence comprise:
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I - national stock market quotations;

I - quotations from internationally recognized stock markets, such as those in

London, United Kingdom, and Chicago, United States of America.

IIT - research conducted under the auspices of multilateral entities, such as the
Organization of Economic Cooperation and Development (OECD) and the

World Trade Organization (WTO).

Paragraph 3 - With regard to research relating to a period other than that
referring to the price used by the company, the amount determined shall be
adjusted to take account of the variation in the foreign exchange rate for the

reference currency from one period to another.

Paragraph 4 - The technical publications, research and reports referred to in this
article may be rejected by the Federal Revenue Service if deemed to be

inconsistent or unreliable.

Capturing New Markets

Article 30 - Exports to a related party carried out for purposes of capturing a
market in a country for the goods, services or rights produced in Brazil may be
transacted at average prices lower that 90% of the average prices used in Brazil,

irrespective of any adjustment to the underlying revenues, provided that:

I - the goods, services or rights exported have not been traded in the country

of destination by the exporting company or by a related party located
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elsewhere;

I - the goods, services or rights are resold to consumers at a price which is
lower than other equivalent or similar goods, services or rights traded within the

country of destination;

IIT - the exports are made in compliance with the conditions established in a
specific export plan previously approved by the SRF’s General Taxation

Coordination (Cosit);

IV - the export plan demonstrates that the related party resident in the country
of destination shall not earn a profit from the transaction and, if a loss is
anticipated for the Brazilian company due to the lower price charged, it should
disclose the period of time within which profitability is expected to be

achieved.

Paragraph 1 - For comparison purposes, the adjustment rules set forth in
articles 15 to 18 are applicable to the prices of equivalent or similar goods,
services or rights under item II;

Paragraph 2 - The export plan under this article should contain:

I - the business name of the related party in charge of distributing the goods,
services or rights in the country of destination, including the respective business

address;

I - the volume of each good, service or right exported in order to capture the
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market;

III - the distribution methods in the market of destination;

IV - the local companies through which the distribution shall be made;

V - the margins, in terms of percentage, contracted with dealers;

VI - the period in which the plan shall be implemented, informing the

respective commencement and conclusion dates;

VII - a forecast of expenditures in connection with the promotion of exported

goods, services or rights, in the country of destination.

Paragraph 3 - Only export plans with implementation terms of 12 months or

less shall be approved.

Paragraph 4 - The provisions set forth in this article are not applicable to the
case of goods, services or rights exported to a country imposing low taxation,
or to countries with internal legislation imposing secrecy, as defined under

article 39.

Special Kinds of Transactions

Article 31 - The adoption of prices of goods, services or rights used in special

kinds of purchase and sale transactions, such as liquidation of inventory,

discontinuance of operations or sales made subject to government subsidies shall



not be allowed as a parameter.

Changes in Percentages

Article 32 - The percentages under articles 12, 13, 14, 24, 25 and 26 may be

altered by resolution of the Minister of Finance.

Paragraph 1 - Changes in the percentages under this article shall be of
general, sectoral or specific nature, ex officio or in compliance with a request
from an entity representing an industrial sector with respect to the goods,
services or rights traded by the represented companies, or upon request from a

concerned company.

Paragraph 2 - The rules applied to the inquiry procedures provided for by
Decree no. 70235 of March 6, 1972 - Tax Administrative Proceeding , as
amended by articles 48 to 50 of Law no. 9430 of December 27, 1996, shall be
observed in the applications for changes in percentages filed by business sector

or by company.

Article 33 - Cosit shall examine applications for changes in percentages under
paragraph 2 of article 32, and shall make proposals to the Secretary of the
Federal Revenue Service, on a case-by-case basis, to be submitted for approval

by the Minister of Finance.
Paragraph 1 - In the case of a refusal, the decision shall be reported in the

application; if approved, the decision shall be published in its entirety in a

Ministerial Administrative Ruling in the Federal Official Gazette.
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Paragraph 2 - The publication procedure for decisions awarded by the Minister
of Finance described in paragraph 1 shall also be applicable to cases of partial

approval.

Paragraph 3 - If an application is approved, Cosit shall disclose whether it
agrees to the period of time suggested by the applicant, or otherwise propose a

time period which it deems appropriate.

Article 34 - Applications for changes in percentages made by trade
associations or by a company shall contain information about the period during
which the proposed margins will be effective and shall be submitted

accompanied by the following documents:

I - a statement of the production cost of goods, services or rights, issued by

the nonresident supplier;

I - a statement of annual total of purchases and sales per type of good,

service or right which is the subject of the application;

IIT - a statement of amounts paid as freight and insurance, with respect to the

goods, services or rights;
IV - a statement of the deemed IPI credit granted as reimbursement of
PIS/Pasep and Cofins contributions, corresponding to the goods which are the

subject of the application.

Paragraph 1 - The statements shall be supported by the following documents:

[ 138 - =22k ZiE7Ig 2I6h MR



I - Copies of the purchase documents relating to goods, services or rights, the
tax collection documents on imports and other charges computed as cost,

relating to the previous calendar year;

IT - Copies of the fiscal documents evidencing payment of taxes and duties

levied on exports charged in the exporting country;

IIT Copies of the sales fiscal documents issued in the last calendar year for
transactions between the nonresident related party and the unrelated wholesale
companies acting as distributors of the goods, services or rights which are the

subject of the applications;

IV - Copies of the sales fiscal documents issued to consumers by retailers
located in the country of destination of the goods, services or rights, which

disclose the respective prices charged.

Paragraph 2 - The documents described in paragraph 1 shall not be annexed
to the application, but shall be kept on file for presentation at the fiscal
domicile of the applicant company or the company represented by the applicant

trade association whenever so required by Cosit.
Paragraph 3 - In addition to the documents referred to in this article,
applications for changes in percentages may be justified on the basis of the

documents referred to in article 29.

Exemption from Providing Evidence
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Article 35 - A legal entity which realized pre IRPJ and CSLL taxes net profits
deriving from revenues from export sales to related companies, in an amount
equivalent to a minimum of 5% of the total revenue from said exports may
demonstrate the adequacy of prices charged in referred exports, during the same

period, exclusively with the documents relating to the operation itself.

Paragraph 1 - For purposes of this article, the net profits corresponding to
exports to related parties shall be determined in accordance with the rules set
forth in article 187 of Law no. 6404 of December 15, 1976 and in the income

tax legislation.

Paragraph 2 - Upon determination of the net profits corresponding to said
exports, shared sales cost and expenses will be prorated based on the respective

net revenues.

Article 36 - A legal entity whose net revenue originating from exports during
the calendar year does not exceed 5% of the total net revenue realized in the
same period may demonstrate the adequacy of prices charged in referred exports

exclusively with the documents related to the operation itself.

Sole paragraph - The net revenue originating from exports shall include
revenues from sales made to individuals or legal entities resident or domiciled
in countries imposing low taxation.

Article 37 - The provisions set forth by articles 35 and 36:

I - do not apply to sales transacted with related or unrelated party domiciled



in a country or dependency imposing low taxation, or with internal legislation

imposing secrecy, as defined under article 39;

I - do not entail definitive acceptance of the revenue amount recognized on
the basis of the price adopted, which may be adjusted, if deemed inadequate,

via ex officio procedures on the part of the SRF.

Margin of Difference

Article 38 - When in transactions with related parties, the adjusted price used
as a parameter is either in excess of or lower than the price disclosed in import
or export documents by a difference of up to 5%, the price shall be deemed

acceptable.

Sole paragraph - In this case, no price adjustment shall be required from the
company for purposes of computation of IRPJ and CSLL tax bases.

Country Imposing Low Taxation or with Legislation Imposing Secrecy

Article 39 - The rules for the transfer prices of goods, services and rights and
for interest rates under this Regulatory Instruction are also applicable to
transactions carried out by an individual or legal entity resident or domiciled in
Brazil with any individual or legal entity, whether related or unrelated, resident
or domiciled in a country or dependency that imposes no taxation on income or
a taxation at a rate of less than 20% or, yet, with an internal legislation that
imposes secrecy with respect to the legal entities’ capital composition or

ownership.
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Paragraph 1 - With respect to a country or dependency imposing low taxation,
the tax legislation to be considered is the one applicable to individuals or legal
entities of the given country, according to the nature of the entity with which

transactions were undertaken.

Paragraph 2 - In the case of a Brazilian resident individual:

I - the value determined by the methodology provided for under articles 8 to
13 shall be deemed as the cost basis for purposes of calculating capital gains on

the sale of an asset or right;

IT - the price related to the sale of an asset or right for purposes of calculating
the capital gain shall be determined in accordance with the provisions set forth

by articles 14 to 26.

IIT - the price of services rendered as determined by articles 14 to 26 shall be

deemed to be taxable revenues.

IV - the interest payments determined according to article 27 should be

deemed to be taxable revenues.

Paragraph 3 - For purposes of this article, the effective tax rate, in the
jurisdiction of the individual or legal entity, shall be determined by comparing
the total tax paid on profits by legal entities and the withholding tax on the
distribution of such profits, with profits determined in accordance with Brazilian

tax law before imposition of such taxes.
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Paragraph 4 - For purposes of characterizing a foreign country or dependency
as imposing low taxation, imposition of taxes on earned income and on capital

shall be separately considered.

Inspection Procedures

Article 40 - The entity subject to inspection procedures shall provide to SRF’s
Tax Auditors (AFRF) responsible for the inspection:

I - the identification of the methodology it has adopted;

I - the documentation used to support the determination of the price adopted
and the corresponding computation of the parameter price, and including the
documentation that supports the fact that the entity is released from providing

evidence of its prices adequacy, pursuant to articles 35 and 36.

Sole paragraph - If the methodology is not described and the documents
required by item II are not submitted, or if upon submission of the documents
are incomplete or unreliable as evidence of transfer pricing, the AFRF in charge
of the inspection may determine the price, based on other information available,

by applying one of the accepted methods under this Regulatory Instruction.

Article 41 - The determination of the transfer prices under this Regulatory
Instruction shall be effected on an annual basis, on December 31, except in the
hypotheses of commencement or discontinuance of activities and suspicion of

fraud.
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Article 42 - Cosit has jurisdiction over the response to inquiries about transfer

prices under this Regulatory Instruction.
Article 43 - The transfer price rules under this Regulatory Instruction are not
applicable to the payment of royalties as well as fees for technical, scientific,

administrative or similar assistance.

Article 44 - SRF Regulatory Instruction no. 32, of March 30, 2001 is hereby

formally revoked, without discontinuance of its normative effectiveness.

Article 45 - This Regulatory Instruction is effective as from its publication

date.

EVERARDO MACIEL
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