Carbon Market
CDM Support Activity

Banco Sumitomo Mitsul Brasileiro S.A

BANCO SUMITOMO MITSUI

MDACITLIDMA C A
DRADSILLECIRNY D2A. 92D A=

March 2007




Index

B The Kyoto Protocol

B The Mechanisms

The CDM Project Approval Cycle

The CDM Project Structure
CDM Analysis Process at Banco Sumitomo Mitsui Brasileiro
CDM Project in the world

Brazilian CDM Projects registered by CDM Executive Board

Contacts

BANCO SUMITOMO MITSUI
BRASILEIRO SA. SMBC 1



The Kyoto Protoco]

1997 - The Kyoto Protocol has been approved at the United Nations Framework
Convention on Climate Change (UNFCCC) - Conference of the Parties (COP3).

B Target: 5% reduction of emissions of Greenhouse Effect Gases (GHGS) in
relation to 1990’s emissions, in a first “commitment period” between 2008 and
2012, by the so-called Annex 1 nations (developed countries).

B Main Gases:
O CO2: Carbon Dioxide
O CH4: Methane
O N2O: Nitrous Oxide
a HFCs: Hydrofluorocarbons
O PFCs: Perfluorocarbons

a SF6: Sulphur Hexafluoride
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The Kyoto Protocol

B Minimum Requirements Established: It should enter into force 90
days after it has been ratified by at least 55 Parties of the
Convention, including developed countries representing at least
55% of the total 1990 carbon dioxide emissions from this group.

B February 16th 2005 - The Protocol enters into force, 90 days after
the ratification of Russia, on November 18th 2004.

B Three emission reduction mechanisms:
O Emissions Trading (ET)
O Joint Implementation (JI)

0 Clean Development Mechanism (CDM)
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The Mechanisms

B Emissions Trading (ET): Trade of carbon credits among
Annex 1 countries;

B Joint Implementation (JI): Carbon credits generation
through projects that absorb or reduce GHGs,
developed in Annex 1 countries;

B Clean Development Mechanism (CDM). Carbon credits
generation through projects that absorb or reduce
GHGs, developed in Non-Annex 1 countries.

0 The CDM is the only mechanism that may be applied
In Brazil. The Certified Emission Reductions (CERS)

can only be generated by CDM projects developed in

the country.
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The CDM Project Approval Cycle

Approved
Methodology
or New
Methodology

Project Design «
v v
Host Country Validation of
Approval Project Design
v v
Registration
Monitoring Program I v
v Check of

* Done by independent entity

Verification * Achievements

<« ]

'

Certification ”

v

Issuance of Credits (CERS)
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The CDM Project Structure

CDM Project

CERs

Investors /
Project Developers
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Sustainable Development
in the host country

Defined by DNA
Host Country

—? Sell CERs in the market

Use CERs to achieve

reduction targets of GHGs




BSMB’s Business Models - Model |

CDM projects CDM projects
information > BSMB < information
CDM Project :
J Credit
Developer Buver
(Seller) y
]
» | Local Bank
CDM projects
information

LOI & Term Sheet & ERPA

Expense support to PDD and Validation
(Approximaterly US$ 100 thousand)
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BSMB’s Business Models - Model |l

Participants:
- BSMB: Banco Sumitomo

Mitsui, Brazil
B SM B l - SMBC: Sumitomo Mitsui

Banking Corp. Tokyo

Credits Delivery (CERS)

: - JBIC: Japan Bank for
CDM PrOJ ect PURCHASE AGREEMENT Credlt International
Developer > > Buver Cooperation
(Seller) y
40%
SMBC TOKYO
100%
4_
Project Finance Local Bank I 60% IBIC
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BSMB’s Business Models - Model I

v

BSMB

l

) Purchase Agreement
Project < 2 > .
Ad qp ¢ Credit
Developer < vance aymen
_ > Buyer
(Seller) CERs Delivery
StandBy LC T
| » | Local Bank Y
L/C T L/G JBIC or
Confirmation < NEX|
SMBC NY |
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Participants:

- BSMB: Banco Sumitomo
Mitsui, Brazil branch

- SMBC NY: Sumitomo Mitsui
Banking Corp, NY
branch

- JBIC: Japan Bank for
International
Cooperation

- NEXI: Nippon Export and
Investment Insurance



e
SMBC—T OKYO SMBG-Tokwyo USE4.0mM Bv JbBmanese FSA reguration,
L 1 USEE.7M SMMBC should be minor portion
Environ Gonsultant Us$0.3m
Total USE10.0m

Cavman Island
JPN Investor{s)
Cayman CDM Fund
Establishment of SPC
{1 00% Capital Contribution?

Ny

Brazilian Environme nt Ereed @OR SEG
Consultant D&M Agreement w

{ PDD Making etc.. }

Zineering
Owners Engineer Z O Investment Agreement

{(Promon etc etc)
Brazilian CDM Project Developer
& g Association, Cooperative etc._.

Investement sub—contracts

EPC Contractor
{Avesuy” Gter etcl}

Brazilian Regional Pig Farm
or
Other potential CDM projects
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BSMB's Business Models - Model V-

SMBC-TOKYO

Cayman Island

< Fard i |

JPN Investor{s)

Cayman CDM Fund

:

puapig

CER purchase mEywment | CER Buvers

Brazil CDM SPC

Brazilian Environme nt
Consultant
{ PDD Making etc.. 2

EPC Q&M
Errme nt
hMarnage ment
Mo ritoring
Control

Owners Engineer
(Promon etc etc)

Brazilian CDM Project Developer
e g Association, Cooperative etc..

EPC Contractor
{Avesuy’ Gter etc)

Manage ment Draily
Monitoring operations
Control CER
Paryme nF for production
operation

Brazilian Regional Pig Farm
or
Other potential CDM projects
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CDM'’s Analysis Process in BSMB

Project Company

N\

Finding and Developing
projects

~

{ Local CDM |

ZS

Introducing projects

Local Environmental
consulting companies
and Local Banks
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BSMB >

Inspection as CDM project j>

vV V. V V VYV V V VYV VYV V V V

Methodology

Possibility of creating a New Methodology

Feasibility of Constructing the Base Line

Feasibility and Bases for the construction a new line
Expected price of generated CER

Compatibility with possible Japanese buyers’ criteria
Hearing and opinion concerning DOE

Hearing and opinion by Environ. Consulting Company
Hearing and opinion by the Brazilian DNA

Verifying quality and contents of PIN and PDD
Verifying contents of Validation Report

Verifying point of view of BAU (Business as Usual)
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CDM’s Analysis Process in BSMB

Company’s Credit Risk Analysis

=

» Credit Risk Analysis

» Financial Statements Analysis

» Verification of the Company’s Statutes of

Corporation

» Research about the company’s reputation in

the market

» Evaluate its validity in case of capital increase

> Investigation about the future stockholder

structure’s reputation

» Stock ratio
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Project site Inspection

1L

Methane Gas Collection at Landfills
» Landfill Ownership (Private / Public)

» Verification of the garbage collection
contract with the public sector

> Verification of the garbage treatment
registred in the

» Verification of all Licenses, including
Environmental

» Verification of homeless picker and
measures to be applied at in the area

» Brazilian Proper issue: Landless workers’
Movement
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CDM’s Analysis Process in BSMB

—\
—

—+ O O — O = T

Proposal of Gas Methane collection in Pig Farm

»>Verification of pig farm ownership
»Verification of all Licenses including Environmental

»>Verification of the existence of proper deseases in
beasts and birds in order to check possibility of
contamination.

» Brazilian Proper issue: Landless workers’ Movement

—\
—

O —— 0O ®T W o5 —

>

BANCO SUMITOMO

Wind Power Generation & Small Hydroelectric

Renewable Energy

»Verification of the Power Purchase Agreement
»Buyer’s reputation

»>Verificatino of all Environmental Licenses
»>Interview with the Propety’s owner

»Verfication of the possibility of resident relocation

»Brazilian Proper issue: Landless workers’ Movement

Presentation
to
Japanese
Customers
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CDM’s Analysis Process at BSMB

Customer’s request

!

Submit Screening Report

Clarification Phase

Support to conclude ERPA

If the customer
wishes to study
and analyse
further specific
j> iIssues, BSMB
will execute upon

customer’s
request.

1.CDM Process

. Analysis
Presentation y

to j>
Customer

2.Credit and Financial
Analysis

3.Project site visit
report
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BSMB provides
support to customer
for legal issues, such

as when customer
Y wants to conclude

ERPA, when client
wished to purchase
CER, using Brazilian
and Japanese
lawyers.

15




CDM’s Analysis Process in BSMB

Customer ~ s request

Settlement
US$
1. Remittance to Brazil from Japan. EURO
::> 2. Brazilian Central Bank’s registration.
_ _ YEN
3. Settlement information reported to each party.

After closing ERPA and the first settlement, in case of unexpected
events, BSMB will be working out in order to solve issues occurred by
miscommunication, according to defined clauses agreed in contract.
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CDM Analysis Process in BSMB

MAIN POINTS

* The BSMB will provide full support to any CER
prospective buyers, especially Japanese nationals who
does not speaks Portuguese, to identify and analize
potential CDM projects.

* By foreseeing potential CERs buyers, BSMB will take
action to intermediate its negotiation step by step, with
the objective to finalize the ERPA contract and
settlement from Japan or any other buyer. Payment
Guarantee can also be issued from Japan.
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Banco Sumitomo - Valor Econémico 3/8/2006

BB vainegociar crédito de carbono para japdo

De Brasfia

0 Banco do Brasil asstnet um
protocolo de cooperagio com o
banco japonés Suncitomo Mitsui
Banking Coporation para infer-
mediar a venda de crédito de car-
hono de emppesas brasileiras para -
companhias japonesss.

() BB antevé boas oportunidades
na intermediacdo de negdcios entre
0 Japio, pals que entre 2003 e 2004
responden pela aquisiclo de 413
clos eréditos de carbono negociados
nomundo,e o Brasil, gue, solado da

China e da fudiz, € visto como um
maiores potencials produtores de
réditodecarbono domunde,
Grerédito docatbono, criadope-
lo Brotocolo de Kyoto, & um meca-
Rismo que visa combater o aqueci:
mente global, Seu mecanismo b
§ico & que paises poluidores, como
0]apdo, ¢ as economias da Europe,
compram tréditos de paises que
poluem poueo e fmplantam proje-
tos quereduzem ainda mais assuas
emisstes, Os Estados Unidos ndo
assinaramoacodointernacional
Os negtcios envolvends crédlito

de carbonovém crescendo de forma
acelerada, porisso, estio attaindo
hancos mteressadosemintermediar
a5 operaches, O movimento total
dlesse mercado em 2005 ol estima-
do pelo Banco Mundia] em US§ 10
bilhides e, apenas no primeiro t-
mestrede 2005, ovolamefinanceiro
chegouaUS§75bithdes, -

() gerente-exeeutivo da Direto-
nia Comepcial do BB, Allan Simdes
Toledo, afirma queumna das formas
de atuagio do banco serd na inter-
mediacio da compra ¢ venda dos
créditos de carbono, ‘0 BB desem

bolsouR$ 6,5 hilhdes para projetos
deinyestimentoem 2005 disse, '
amaiot ¢artedrado pals”

Outra possivel forma de coope-
1agio serd a ertacio de um fundo
“rivate equity’ conjuntamente
cofn o Sumitomo para investir em
novos projetos com fecnologias
Hmgpas, explica 0 gerente-gxecuti-
vo da Diretoria Intenacional,
Eduardo nascimento, “Temos a ex-
pectativa de um coescimento mui-
to forte desse megcade” afirmos,

Também est nos planos o f-
nanciamento, coin recursos do Sus

mitomo ¢ do BB, de projetos de
prande porte noBiastl.

As formas potenciais de atua-
oo do BB neste nicho de mercado

sio as mals variadas, como mos- | .

{13 0 primeiro projeto da instinu-
¢dona érea, fechado em mato.

A Novagerat, que fem uma
olanta e tratamento de residuos
silidos em Nova Igtacu (R]), ven-

deu seus créditos de carbono, no

valor de € 13,25 milhes, 2 um
undo de investimento da Holan-
da, 0 BB entrot como fiador da
operaco.{AR)

 August 3rd, 2006
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Banco Sumitomo -Valor Econdmico 13/12/2006

Valor Online

Grupo de energia japonés investe em 14 projetos

D= 550 Paulo
13 22006

© grupo de energig japonés Chugoku Electric Power, de Hiroshima, acertow onbem
a comercializagdo de 2,3 milhdes de erédditos de carbono com o Brasil, um negocic
equivalente a R$ 110 milhdes. O brago brasilelro do grupo financeiro Sumitomao
Mitsui intermeadiard o negdclo.

Segundo Hajime Uchida, gerente-geral para créditos de carbong do banco, ao
menos 14 projetos ser@o contemplados, divididos entra usinas de co-geragio com
bagaco de cana @ PCHs (pequenas centrais hidrelétricas). H& ainda um projeto
envolvendg aterro sanitario. Por uma guest3o de confidenclalldede, os nomes das
empresas, situadas no Sudeste e Centro-0Oeaste do pais, ndc pedem ser divulgados.

"As ampresas japonesas de energia estic enbre os maiores compradoras de
créditos de carbono do mundo®, diz Uchida. "A Chugoku & formada basicamante por
usings térmicas, que utilizam carvao [cuja gqueima incentive o aquecimento dao
planetal”. Ac contrdrio de cutros projetes, este & um portfdlio de empresas cujos
créditos j& foram emitidos - passaram pelo processo de certificagdo e aprovacio da
OMU - & ndo uma compra futura.

Até agora, as empresas japonesas negociaram créditos de carbono em sua maloria
com a Asia, sobretude India e China. "Mudamos o portfélio para o Brasil pergue nos
preccupamos com desenvolviments sustentdvel @ melo amblente. Mas nem sempre
os outros paises levam lsso em consideracaos®™.

Em 2005, o Japde nao cumpriu a meta de reduzir em 5% suas emissies de
poluentes para os niveis de 1990, camo prevéd o Protocolo de Kyoto, O pais
responde por &,5% do CO2 emitido no mundo, atras de EUA (36,1%) e Ridssia
(17,4%). (BB)
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Banco Sumitomo - Globo Online 12/12/2006

Address l@hm:ﬁujobo.qhhu.mru:;ﬁn;dmﬂmilz’lfﬁm.am

O GLOBOONLINE ~ EConomiA

CARA | PLANTAG O GLOBO DISITAL | BLOGS | EU-REPORTER

PARS | RID | SAOPAULD [ ECOMOMIA | MUNDD | CEMCIA | ESPORVES .} CULTY

Plantlio | Publicacts em 1271242006 35 0inszm

Japao nesocia USS 17 mi em créditos de
carbono do Brasil

EFE

TOQUIO - @ grupa financeiro Sumitons Mitzui serd intermedibrio fo JapSo para
emitir 1,5 mihdes de toneladas de difixido de carbano, oujos créditas serfo
wendidos pelo Brasil, Os créditas criadaos por 10 projetos brasileiras de reducio
de emizsfies serdo comprados pela empresa de erergia Chugoku Electric Pawer

£ 05 Dregos Serdo ce 7 38 euros por tonelada, segunde o jornal faponds MiEon
Keizal,

© valor totsl dos créditas & de 2 bihlies de ienes (Que correspondem a LISS 17
miltSes ou PS5 34 milhdes). A Sumitono Mitsud JUE Promove o negdcis ficara como
uma comigs3o deste valar,

O= prajetos bragieinos foram aprovados pels mecanismo de desermiclivimento
limpo dag Magles Unidss, baseada no protocol de Kyota.

o(http://www1.folha.uol.com.br/folha/ciencia/ult306ul15701.shtml) :

LINKS PATROCIHADOS
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Banco Sumitomo - Folha online 12/12/2006
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Folha Online = Ciéncia = Grupo Sumitomo Mitsui negocia crédito de poluigio com .. Page 1 of 2

o(http://wwwl.folha.uol.com.br/folha/ciencia/ult306u15701.shtml)

Sobre o site  Fale com a gente Assine a Folha  Atendimento ao Assinante  Anuncie
Em cima da hora i
Brasi i
Munda | .
Cibncia | Caomunicar mgs Enviar por e-mail Imyprimic
Dinheiro [ "
Cotidiane | 12/12/2006 - 16h17
Esporte = - . - £ gm
lustisda Grupo Sumitomo Mitsui negocia crédito de
Equilibrio ol “
S - poluicao com Bras
Informtica
Turismo da Efe, em Toquio
Especiais
Erramos O grupo financeiro Sumitomo Mitsui Financial (SMFG) serd o Intermedidrio no Japdo para
A cidade & sua a negociagio sobre os direitos da emissde de 1,5 milhdo de toneladas de didxida de
Ambients | carbono vendidas por empresas do Brasil, informa haje a imprensa econdmica japonesa.
Bate-papo |
Blogs

0s créditos de poluicio, de cerca de dez projetos de redugo de emissbes no Brasll, serd

E:ﬁij?d“ | comprados pela energética Chugoku Electric Power, Cada tonelada de gés sera vendida
Fovest | por 7 a 8 euras, segundo o jornal "Nihen Keizai®. O valor total chegaria a 2 bilhes de
Galeria ienes (US$ 17 milhBes). Além da venda, o SMFG espera promover demais negdcios entre
Horéecopo as empresas envolvidas,

Loterias

H:S;';i‘" | O projeto brasileire, aprovado pelo Mecanisme de Desenvolvimento Limpo, da QNU
Painel do Laitor (Nacbes Unldas), é de pequena escala e foi selecionado pelo Banco Sumltomo Mitsui
Tempo Brasileiro S.A., fillal do grupo no pais, segundo a reportagem.

Arguives Foiha Especial

FolhaNews Leia o.que ja fioi publicado sobre erddit de carbana

FalkaShan
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Banco Sumitomo - UOL 12/12/2006

- UOL
12/12/2006 - O5h35
Grupo Sumitomo Mitsui negocia

direitos de poluigcdao no Brasil

Toquio, 12 dez (EFE).- O grupo financeiro Sumitomo Mitsui
Financial (SMFG) sera o intermediario no Japdao na
negociacdo sobre os direitos de emitir 1,5 milhdo de
toneladas de didxido de carbonoc vendidos por empresas
do Brasil, informa hoje a imprensa econdmica japonesa.

Os creditos de poluicdo de cerca de 10 projetos de
redugcao de emissdes no Brasil serao comprados pela
energetica Chugoku Electric Power e o prego do direito de
cada tonelada de gas sera de 7 a 8 euros, segundo o
jornal "Nihon Keizai". O total do valor dos direitos chegaria
a 2 bilhdes de ienes (US$ 17 milhdes).

Além da comissdao pela venda, o SMFG espera promover
0os negocios entre as empresas envolvidas, como oS
créditos financeiros e outfros instrumentos.

Os projetos brasileiros, aprovados pelo mecanismo de
desenvolvimento limpo das Nagbes Unidas, sao de
pequena escala e foram selecionados pelo Banco
Sumitomo Mitsui Brasileiro SA, filial do grupo no pais,
segundo a mesma fonte.
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Banco Sumitomo - Point Carbon 12/12/2006

Japan’s Sumitomo Mitsui Banking Corporation (SMEC) and the Bank of Brazil
have agreed to cooperate on clean development mechanism (CDM) projects,
with an aim to identify and generate emissions reductions in Brazil and sell the
carbon credits to Japanese buyers. '

Under the agreement, the bank of Brazil will identify projects in Brazil and introduce
the project developers to SMBC and its Brazilian subsidiary Banco Sumitomo
Brasileiro. SMBC will then involve Japanese buyer companies in the process.

“We have not set a financial size for the agreement,” a spokesman for SMBC told
Point Carbon. "What we can say is that Japan is the biggest buyer of carbon.”

“We focused on Brazil because they created the concept of CDM, and Brazil is the
second largest seller of CDM credits,” the spokesman explained.

In August 2005 SMBC was one of the cofinancers in a $100-million loan to the Japan
Bank of international Cooperation (JBIC), a deal set up to develop CDM projects in
Central America.

Source : Point Carbon
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CDM Projects in the World

Expected average annual CERs from registered projects by host party. Total: 117,452,142

Malaysia (1.44%)
Chile (2.07%)
Argentina (2.7 2%)

Republic of Korea (10.53%) —

hitptcdmounfooc.int (e 12.0353.2007 14249
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CD_M Projects in the World

Fegistered project activities by host party. Total: 547

Republic of Korea (1.83%)~—
Honduras (1.83%)—
Palaysia (2.06%) —

chile z74%)—

China (7.68%)

httpfedmuonfoeecint (o) 12.03.2007 1429
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CDM Projects in the World

Fegistered projects by Al and MA| investor parties

Canada (2.80%

)
ltaly (3.?43‘{:)/_

Sweden (4.44%) "

switzerland (.01 %) —

httpfedmouonfoeecint (o) 12.03 2007 14352

{

1|
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CDM Projects in the World

Distribution of registered project activities by scope

T Manufacturing industries
(B.36%)

afforestation and refarestation
(0.14%)

Miningmineral production
(0.7143%)

Energy industries (renewable
-/ non-renewable sources)
(47.90%)

hitp:fodrmounfece.int (o) 12.03.2007 1429

{

1|
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CDM Projects in the World

mbar of CERs requested and issued. -

40000000

35000000
30000040
25000000
20000000
15000000
10000040
2000000
0

Total CERs Regquested Izsued CERs

Mumber of CERs

hitpdedmounfoocint (o) 12.03.2007 15:59
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Contacts - Global Environment Department

B Hajime Uchida - General Manager DX hajime_uchida@smbcgroup.com.br

O Tel: +5511 3178 8129 Mob: + 55 11 9153 4947

B Fabiana Rodrigues - Manager D4 fabiana rodrigues@smbcgroup.com.br

O Tel: +5511 3178 8104 Mob: + 55 11 9185 8653

B Claudia Y. Tanaka — Assistant Manager B claudia_tanaka@smbcgroup.com.br

O Tel: +5511 3178 8106 Mob: + 55 11 9362 0648

B Marina Toyama —Assistant Manager DX marina_toyama@smbcgroup.com.br

O Tel: +5511 3178 8105 Fax: + 55 11 3283 4573

Address: Avenida Paulista, 37 - 110. andar - Sdo Paulo - Brazil- CEP 01311-902
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