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®Data from Santos Container Terminal.

NET REVENUE WAS UP 15% ON 2011,
TOTALING R$1,293.2 MILLION.

RECORD CASH GENERATION, WITH EBITDA
UP 20.7% TO R$551.7 MILLION.

OPERATIONAL EFFICIENCY ENABLED THE COMPANY TO
ACHIEVE 155.5 MOVES PER HOUR (MPH) ON A SINGLE SHIP.

RECORD THROUGHPUT, WITH 105,530 CONTAINERS
REGISTERED IN ONE MONTH.

Gross operating revenue (R$ million) Breakdown of gross revenue
1.471,7
6,2%
1.278,7
17,1%
982,7
76,7%
M Port terminals
M Logistics
2010 2011 2012 M Vehicle Terminal
EBITDA (R$ million) Net earnings (R$ million) Investment (R$ million)
551,7 270,2
246,6 210,0
456,9
184,4
310,1
I 112,0
2010 2011 2012 2010 2011 2012 2010 2011
13.6% INCREASE IN MOVEMENT S&P CREDIT RATING UPGRADE
AT THREE CONTAINER TERMINALS. TO "BRAA+" CLASSIFICATION

ON NATIONAL SCALE.

NET DEBT REDUCTION OF 27.7%, TO DEFINITION OF FIVE KEY ISSUES
R$296.7 MILLION, OR 0.5 TIMES EBITDA. FOR COMPANY SUSTAINABILITY.

EBITDA margin

42,6%

40,6%

35,8%

2010 2011 2012

Net revenue from services (R$ million)

1.293,2
1.124,7
865,5
97,9 I
2012 2010 2011 2012

INVESTMENT IN SOCIAL AND
ENVIRONMENTAL PROJECTS BENEFITED
SOME 40 ORGANIZATIONS.

GREENHOUSE GAS INVENTORY IS BASED ON
THE ENTIRE ORGANIZATION FOR THE FIRST TIME.
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MESSAGE FROM THE CEO

GRI 1.1, 2.8, 3.5

In 2012, we maintained our focus on growth and productivity.
We surpassed our 2011 results and reached the end of the
year with record volumes, strengthening our leadership
position in container operations in South America.

Our financial results were impressive — a growth of 20.7% in
EBITDA, to R$551.7 million, 15.1% in gross revenue, to R$1.472
billion, and 9.6% in net earnings, to R$270.2 million. On the
commercial front, we gained market share in the ports in which we
operate. Most notably, our share rose by five percentage points,
from 50% to 55%, in the Port of Santos, our largest market.

New records were also set in handling volumes, with
105,530 containers handled at Tecon Santos in a single
month.

The total number of containers handled during the year at all
our terminals increased by 13.6% to 1,138,573. In Imbituba,
although we have not yet reached break-even point, we
added two new lines, one to service the Gulf of Mexico and
the other for Northern Europe. We also achieved solid results
at Tecon Vila do Conde, where at the end of the year a
combination of coastal shipping with the transshipment of
containers onto barges was introduced for the first time.

We have maintained our focus on
operational efficiency, breaking new
cargo handling records, strengthening
our leadership position and beginning
a comprehensive project to structure
our sustainability management.

Maintaining our emphasis on operational efficiency, we
broke our own record right at the start of the year,
managing 155.5 moves per hour (MPH) on a single ship.
We ended 2012 with an average of 80 MPH per ship
operated at Tecon Santos, on a par with leading European
terminals. In addition, we began a comprehensive project to
structure our sustainability management, culminating in the
presentation of our first performance report in accordance
with Global Reporting Initiative (GRI) guidelines, an
international standard for disclosing sustainability actions.

In order to ensure sustainable business growth, we are
incorporating clear environmental and social performance
concepts and indicators into the company’s everyday
routines. Starting with this edition of the report, we are
expanding access to information about our strategy and
results in these areas. The market has already recognized
some of our initiatives, such as our Sustainable Drivers
Program, which in 2012 received an Environmental
Responsibility Award from motor vehicle manufacturer
Mercedes-Benz. In joining the United Nations Global
Compact in 2013, we will be reaffirming our commitment
to sustainable development.

Discussions about the sector’s regulatory framework took up a
significant part of the year’s agenda. Provisional Measure MP
595, proposed by the Brazilian government at the end of 2012,
is still passing through the National Congress, but it already
singles out the upkeep of public ports as an indispensable tool
for the growth of Brazil's foreign trade. Consequently, we are
optimistic about the guarantee of equality in competition
between terminals and maintenance of the legal security of
administrative contracts. Another positive point is the line of
credit offered by BNDES to finance port projects.

Good governance, a solid balance sheet and strong strategic
positioning contributed to the company’s reclassification by
credit rating agency Standard & Poor’s (S&P), upgraded from
"brAA"” to "brAA+"on S&P’s Brazilian National Scale, reflecting
the credibility we have gained in the capital markets. Over the
course of the year, the company’s share price rose by 18.4%.

This market recognition is an indication that our investment
and management strategy, underpinned by ethics,
transparency and social and environmental responsibility has
been successful. We must follow this path to face an ever
tougher competitive landscape. We will meet the challenge of
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maintaining the values already recognized in our brand and
seeking to further increase the efficiency of our operations.

We will remain focused on achieving greater integration
between the logistics services offered at Tecon Santos, the
Vehicle Terminal and Santos Brasil Logistica. At Tecon
Imbituba, we will concentrate on expanding the number of
shipping lines berthing at the terminal, taking advantage of
its unique accessibility characteristics. At Tecon Vila do
Conde, the focus will be on coastal shipping. We will work
to increase the size of the area served by coastal shipping,
especially through the use of barges.

We are prepared for the challenges of this new year. We
have all the distinctive advantages needed to excel
ourselves once more and the best port assets in Brazil:
state-of-the-art equipment and technology, expertise
gained from 15 years of successful work developing
Brazilian port logistics, and above all a top professional
team of competent experts.

Antonio Carlos Sepulveda
Chief Executive Officer
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SUSTAINABILITY VISION

Aware of the vital importance of socially and environmentally
responsible conduct, as well as its role in the social and
economic development of regions in which it operates,
Santos Brasil actions are based on a Sustainability Policy
developed in late 2012. In this document, the Company
recognizes its transformational power and prioritizes
alignment between management and behavioral practices.

This policy is aligned with responsible management values
and represents a commitment to embed sustainability in the
company’s culture, business decisions and daily practices,
serving as a benchmark for all our actions. The policy
identifies that integration of social and environmental
opportunities in the Company strategy and management
model will enable us to achieve business objectives and
create long-term value for all our stakeholders.

In the process of developing this policy, the Company
identified primary stakeholders: customers, investors/
shareholders, employees/contractors, government and
the environment, mapping the communities around
operational areas, suppliers, non-governmental
organizations, the press, associations and labor unions.
For each of these groups, the Company maintains specific
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- ¥ iﬁu t“ﬂu ey " - '___ e cho e executives, the Company defined five essential and strategic
: = : social and environmental issues for full and successful
operation of Santos Brasil business: employee training
and retention; health and safety; transparency and anti-
corruption measures, use of renewable energy and raw
materials and local development. These issues will be the
focus of company operations from 2013 going forward.
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MAP OF STAKEHOLDERS  rmesnsm ENGAJAMENTO e

SANTOS BRASIL

Labor unions
The Company maintains transparent, open and constant relations with labor unions representing workers. Negotiations are annual,

but dialogue is continuous.

Suppliers

The Company has a dedicated corporate purchasing department, and in 2012 a Supplier Qualification Manual was devised as
a basis for relations with suppliers. Guidelines on service provision, health and safety in operations, performance validation,
internal client satisfaction, and socio-environmental qualification criteria are included in this new manual, to be published in

the first half of 2013. GriEecs

Press
The Corporate Communications Department maintains forthright and transparent relations with press organizations, supported
by an outsourced team under the administration of an executive management unit.

Community
The team responsible for community relations in the regions where the Company operates holds meetings with community

representatives to plan and evaluate actions.
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MATERIALITY s INITIATIVES IN 2012

Employee training and retention
» |nternal training programs

= Santos Brasil Formare School
= Motivational programs, internal events, family occasions and internal channels

Health and safety
= Safety programs, such as the “Safety is a reflection of your attitudes” campaign

Employee ra , N C
training and = Santos Brasil in Movement program (sporting activities)
retention

Transparency and anti-corruption practices
= Communication and training on Code of Conduct

Use of renewable energy and raw materials (emissions)

Use of renewable /
energy and Health = Carbon Project . . - ~ -
» Empresas pelo Clima (“Companies for the Climate”) initiative (led by Fundacdo Getulio Vargas)

raw materials

and Safety
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Transparency
and anti-corruption
practices
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SANTOS BRASIL

The biggest container operator in Brazil and a leading South
American port operator, Santos Brasil operates at three Brazilian
ports and comprehensively services the logistics chain. The
Company is driving sector development through investments in
infrastructure and sustainable management, integrating
environmental preservation and social responsibility to ensure
enhanced operational and financial performance.

Established in 1997 with the aim of participating in the
auction to lease Tecon Santos in Guaruja, Sao Paulo state,
Santos Brasil operates in four business segments across Brazil:
Container Port Terminals, Vehicle Terminals, General Cargo
Terminals and Port Logistics. In addition to Tecon Santos, the
Company operates another two container terminals: Tecon
Imbituba in Imbituba, Santa Catarina; and Tecon Vila do
Conde in Barcarena, Para. The Santos Brasil Vehicle Export
Terminal (“Terminal de Exportacao de Veiculos” or TEV) is
located on the left bank of the Port of Santos in Guaruja,
while its General Cargo Terminal is located in Imbituba, Santa
Catarina state. With established operations in the Federal
District and states of Sdo Paulo (municipalities of Santos,
Guaruja, Sao Bernardo do Campo and Sao Paulo), Santa
Catarina (Imbituba) and Para (Barcarena and Belém), in 2012
the Company opened a branch of Santos Brasil Logistica in
Porto Alegre, Rio Grande do Sul.

A publicly traded Company, listed since 2006 on the Sao Paulo
Stock Exchange (BMF&Bovespa) at Corporate Governance
Level 2, Santos Brasil has to date invested more than R$3
billion in port service concessions, acquisitions, expansion,
workforce training, technology and infrastructure
modernization. As of the end of 2012, the Company had
3,631 employees, 28 interns and 38 apprentices. 2012 net

Operating in three port business
segments — container terminals,
vehicle terminals and logistics — the
Company is the biggest container

operator in Brazil, accounting for
around 21% of the country’s
import and export volumes.
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revenue was R$1,293.2 million and net earnings totaled
R$270.2 million. Market share rose over the course of the
year, with the company handling around 21% of all the
containers exported from and imported into Brazil, and
accounting for approximately 7% of the container market in
South America and the Caribbean, according to data from
Drewry Shipping Consultants. Collectively, the Company’s
three port terminals saw a 13.6% expansion in operations
in 2012 against the previous year.

Backed by the strength of its brand, the Brasil Santos
customers include shipping and import-export companies.
The main goods handled in containers at its port terminals
are coffee, sugar, beef, metals, cotton, chemical and
electronic products, paper, foodstuffs, machines and
construction materials in Santos; tiles, copper, rice,
construction materials, furniture, poultry and pork in
Imbituba; and high-value minerals, timber, frozen fruit,
pepper and frozen beef in Vila do Conde. Santos Brasil also
provides comprehensive integrated logistics solutions for
customers across a wide range of sectors, such as
chemicals, automobiles, pharmaceuticals, food, autoparts,
and electrical, electronic and consumer products with
punctuality, speed and safety.

The Company’s business units use a cutting-edge operating
system (Navis one of the most advanced in the world),
featuring GPS equipment control and electronic monitoring
of refrigerated containers to ensure safe, high-quality
service provision. In the logistics sector, the Company
provides customized solutions using a Supply Chain
Management (SCM) system, making for trouble-free

and more efficient goods transportation.

11



’| 2 SANTOS BRASIL | 2012 SUSTAINABILITY REPORT ’I 3

MIARKET SHARE IN BRAZILIAN REGIONS UNITS AND BIOMES

’ Tecon Vila do Conde
Barcarena (Para State)
Population: 99,859
HDI: 0.768
Biome: Amazon

L- 9 Sao Paulo Distribution Center

SANTOS BRASIL Sao Paulo (Sdo Paulo State)
Population: 11,337,021
HDI: 0.849

Biome: Atlantic Forest

9 Sao Bernardo do Campo

Distribution Center
Sao Bernardo do Campo
(Séo Paulo State)
Population: 765,463
HDI: 0.834

Biome: Atlantic Forest

0 Santos Logistics and

Industrial Customs Center
Santos (Sao Paulo State)
Population: 419,400

HDI: 0.871

Biome: Atlantic Forest

9 Tecon Santos and Guaruja Logistics
and Industrial Customs Center
Customs Center

Guaruja (Sao Paulo State)
Population: 290,752

HDI: 0.788

Biome: Atlantic Forest

9 Tecon Imbituba
Imbituba (Santa Catarina State)
Population: 40,170
HDI: 0.805

SANTOS BRASIL . .
Biome: Atlantic Forest

SANTOS BRASIL

® Amazon biome
Caatinga (semi-arid) biome
® Cerrado (savannah) biome
® Pantanal (wetland) biome
Atlantic Forest biome
Pampas biome

Santos Brasil operates in the
Northern, Southeastern and
Southern regions of Brazil,
which together account

for 89.1% of the country’s
container movements.




BUSINESS
UNITS

Santos Brasil operates three container
terminals — Santos (Sao Paulo State),

Vila do Conde (Para State) and Imbituba
(Santa Catarina State) — a vehicle terminal
(in Santos), a general cargo terminal (in
Imbituba), and a port logistics company.
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TECON
SANTOS e

A LEADER IN OPERATIONAL EFFICIENCY, THE TERMINAL, LOCATED
AT BRAZIL'S BIGGEST PORT, ACHIEVED A NEW RECORD OF
155.5 CONTAINERS MOVED PER HOUR IN 2012.

Covering a total area of 596,000 square meters, Tecon Santos is
a global leader in efficiency and modernity, with performance on
a par with Asian ports and indicators which outstrip those of
major US and European ports. Latin America’s biggest container
terminal, Tecon Santos has 980 meters of quays in Guaruja, Sao
Paulo State on the left bank of the Port of Santos. The terminal
handles 25.8% of Brazilian trade according to the annual report
of the Sao Paulo State Docks Company (Codesp).

The year 2012 began with a new productivity record at the
terminal: on January 11, 155.5 moves per hour (MPH) were
achieved during an operation on a single ship, beating the
previous record of 136.64 MPH obtained in January 2010. Over
the course of the year, Tecon Santos broke a number of other
records. In March, for example, the average monthly number of
MPH per ship reached 81.86, with 87,000 containers moved on
104 ships over a period of 30 days. In August the terminal
handled 105,530 containers - the first time that a Brazilian port
had handled more than 100,000 containers in a single month.

New levels of excellence and productivity are steadily being
achieved due to continuous investment in workforce training and
cutting-edge technology. For example, in terms of quay crane
usage per square meter of terminal space, the Company is much
closer to Asian indicator levels (the best in the world) than
European levels (the second best). Tecon Santos has 16 quay
cranes, six of which are latest-generation, capable of serving the
world’s biggest vessels—Ultra Large Containerships (ULCs). Over
the course of 2012, a further 120 meters of rails were laid for
these cranes, enabling them to operate along practically the
entire length of ULCs.

Various new projects embarked upon in 2011 were fully
completed in 2012. For instance, the remaining nine of 12
twin-pick rubber-tired gantry cranes (RTGs) acquired the previous
year were installed in 2012. Capable of hoisting two 20-foot
containers simultaneously, these machines move containers in
yards, optimizing storage space, improving productivity and
helping to reduce CO, emissions by cutting fuel consumption.
Tecon Santos closed the year with a fleet of 46 RTGs.

In 2013, the container terminal will be provided with an
automated railroad gate using optical character recognition
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SOCIAL AND ENVIRONMENTAL HIGHLIGHTS

» Participation of 100 volunteers in a
vocational training program at the
Santos Brasil Formare School.

; \ 1 S New water-oil separation system

[_{AMBLIRG‘;‘ 0 - 4 S 4 at refueling station.

i SUD
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UR 1:;-‘>VI 1

H

HAMB

billion during its 15 years under Santos Brasil management. In
1997 the Company won an auction conducted by Codesp and
was consequently awarded the concession to provide port

services for 25 years, renewable for an equal period. >

(OCR) technology. Installed at the truck entrance/exit, this gate
will make railroad movements faster and safer.

=i

® Atlantic Forest biome

OCR is the subject of several other initiatives, such as the
automation of quay cranes, which the Company is studying to
make operations more dynamic. The idea is to use the
technology to check and read containers, making the process
safer and more productive and reducing operational risks.

In 2012, Tecon Santos — whose annual throughput capacity is 2
million twenty-foot equivalent units (TEU) — expanded its market
share by five percentage points to 55% of container movements
at the Port of Santos, which has another three container
terminals. In 2012, the terminal also began operating three new
weekly shipping lines.

| Urban area
Conservation Unit
M \viarshiand

Marine Environmental Protection Area

Technological and productivity improvements at Tecon Santos
have been achieved through total investment of more than R$2

Source: Brazilian Environmental Institution (IBAMA) Decree 53.526
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TECON
IMBITUBA e

WITH CAPACITY TO RECEIVE THE WORLD'S BIGGEST VESSELS,

THIS TERMINAL IN THE STATE OF SANTA CATARINA OPENED TWO NEW

REGULAR LONG-DISTANCE SHIPPING LINES IN 2012.

Located at a deep-water port with easy sea and road access,
Tecon Imbituba is the only container terminal at the Port of
Imbituba on the southern coast of Santa Catarina state. It is
equidistant from the main productive regions of Santa Catarina
and Rio Grande do Sul, 90 kilometers from state capital
Florianépolis and 6 kilometers from the BR-101 highway.

Work on expanding the terminal, which now covers 207,000

square meters and has 660 meters of quays, was completed in

November 2011. By the end of 2012, the terminal had
handled 25,000 TEU. Its annual handling capacity is 650,000
TEU, although this may be expanded to 970,000 TEU in the
medium term. Dredging work in 2012 increased the port’s
draft to 12.5 navigable meters. In March 2013, work is set to
begin on further deepening the port to 14.5 meters, using
resources provided for in the federal government’s Growth
Acceleration Program (Programa de Aceleracéo do
Crescimento or PAC).

The terminal has received more than R$520 million of
investment since it was leased by Santos Brasil which, in a
public tender in 2008, won the concession to operate it for
25 years, renewable for a further 25. These resources were
spent on licensing fees, renovation, expansion work, local
workforce training, technological modernization and
equipment acquisition.

Tecon Imbituba now has two ZPMC super-cranes capable of
working with Super-Post-Panamax ships, two mobile harbor
cranes (MHCs) and eight reach stackers. Plans are in train to
expand storage capacity in 2013 by installing modular cold
storage rooms to attract new business from animal protein
exporters, an important business in Brazil's Southern region.

With two new shipping lines implemented in 2012, at the
start of 2013 the terminal had three regular long-distance
shipping lines (along the east coast of South America and
Europe, the west coast of South America, and the Gulf of
Mexico and the Caribbean). The terminal is able to berth the
biggest vessels in the world, so-called fifth-generation ships
capable of transporting up to 13,000 TEU which operate
along major international shipping routes. Consequently, the
terminal is well placed to attract more international cargo and
become a hub port, receiving long-distance cargo for transfer

to feeder ships to be taken to other ports in Brazil and
Mercosul, or for distribution along nearby highway BR-101,
one of Brazil's key arteries.

In 2012, progress was made in the Porto Industria Imbituba
(Imbituba Industrial Port Complex) project, with an end to
attracting more cargo to the terminal. Located 8 kilometers
from the port, this 2.5 million-square-meter site was acquired
by the Company in 2011. The project involves building
facilities for cold storage of bulk and container cargo, a truck
coordination yard and terminals for empty Containers, cargo
handling and cargo loading under the Special Enclosure for
Export Customs Dispatch (Recinto Especial para Despacho
Aduaneiro de Exportacao or Redex) regime. There will also be
distribution centers and facilities for industrial companies
requiring import and export services.

To present the site to potential customers, the Company
recently sent a mission to China and Singapore. Negotiations
have also been held recently with automakers, metalworking
companies and electronics firms in the industrial centers of
Santa Catarina and northern Rio Grande do Sul.

Plans for a two-lane 6-km arterial road to directly connect the
site to the gates of Tecon Imbituba were drafted in 2012, and
the local municipal government issued a number of
resolutions to ensure its implementation.

In 2013, further commercial progress is expected, with new
shipping lines and customers attracted to the terminal due to
its recognized efficiency and consolidation as a terminal of the
future, backed by the Company’s solid reputation.
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SOCIAL AND ENVIRONMENTAL
HIGHLIGHTS

Support for southern right whale
conservation project.

Development of an exclusive access
project to separate out port traffic and
promote harmonious coexistence with
the city.

Daily monitoring of waste collection,
promoting the most heavily involved
internal areas.

oy / 4

[ o Atlantic Forest biome

Rosa Beach

M Urban area

Marine Environmental Protection Area
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TECON VILA
DO CONDE

TWO NEW REGULAR COASTAL SHIPPING LINES OPERATED
USING BARGES MEET GROWING DEMAND GENERATED
BY HYDROELECTRIC, STEEL AND MINING PROJECTS.

Part of the Vila do Conde Industrial and Port Complex, 96
kilometers from the industrial and commercial center of
Belém, state capital of Para, Tecon Vila is located in the

municipality of Barcarena on the Amazon River delta. In July

2012, dredging work was completed in record time (under
two months), increasing the draft alongside the internal
berths of the Port of Vila do Conde to 12 meters, thereby
raising the operational capacity of the largest port in Para
by 33%.

Tecon Vila has 254 meters of quays over an area of
103,000 square meters in a strategic location in the heart
of a region of major waterways with considerable potential
for coastal shipping and close to international shipping
routes. The terminal provides access to all continents either
directly or via shipping lines from Caribbean hub ports.

Capable of handling 250,000 TEUs per year, Tecon Vila do
Conde has received total investment of more than R$30
million since 2008, when Santos Brasil took over its
operation after negotiating its concession with the winner
of a public bidding process held in 2003. These resources
were spent on expanding the yard, acquiring a forklift and
weighing equipment, installation of two entry and exit
gates, and training and qualifying the workforce to enable
the terminal to receive cargo for major industrial projects
and coastal shipping.

In 2012, the terminal’s four gates were automated and now
use an optical character recognition (OCR) system. Two new
weighing scales were added to an existing set, a new yard
area of 6,000 square meters was paved and 8,000 square
meters of existing yard paving was refurbished.

In order to develop alternative sustainable transport
solutions making use of the waterway capacity of Brazil's
Northern region, the Company sent a team to Rotterdam,
Holland, to study waterway shipping, also working actively
on commercial planning for this business area, designing
operations in line with feasible waterways integrated with
rail and road modes, and the commercial and logistical
needs of shipping and import-export companies.
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SOCIAL AND ENVIRONMENTAL HIGHLIGHTS

= Barge transshipment is improving
access to remote Amazon towns.
Greater use of the region’s waterway
potential.
Donation of 400 kilograms of food to
riverside communities.

These efforts came to fruition in 2012 when the terminal
began to generate cash flow. Two new regular coastal
shipping lines were implemented: a twice-monthly line
commenced in August, and a monthly line operated using
barges, which first berthed at Vila do Conde in December,
inaugurating a route between the Xingu and Para rivers. This
initiative will meet growing demand generated by local
projects — such as hydroelectric plants, steel mills and mining
projects — and provide an alternative to land transport.
Smaller than ocean-going ships, barges are more suited to
river transport as they have a shallower draft. Barge convoys
can carry up to 200 containers.

Corn, cocoa, timber, consumer goods and steel are
among the main products transported in the region.
The municipalities covered by barge transport in 2012
included Marabé, Altamira, Santarém and Itaituba, in
Par4. Macapa (the capital of Amapéa State) and Manaus do Conde
(the capital of Amazonas) are likely to be the next cities to
benefit from barge transportation. Santos Brasil plans to
continue expanding its port facilities at Tecon Vila do
Conde in order to double its capacity in the coming years.

Amazon biome
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VEHICLE TERMINAL

ACCOUNTING FOR 59.4% OF ALL VEHICLES
HANDLED AT THE PORT OF SANTOS, THE TERMINAL'S
MARKET SHARE EXPANDED IN 2012, A YEAR OF
REDUCED VEHICLE IMPORTS AND EXPORTS.

Recognized by its customers for operating at the highest
international standards of efficiency and safety, the Vehicle
Terminal (TEV) is located on the left bank of the Port of
Santos, in Guaruja, next to Tecon Santos. It has a
165,000-square-meter yard for storing vehicles, with
capacity to handle 300,000 cars per year. The terminal’s
designated berth is a 310-meter-long public quay used for
general cargo operations and sometimes containers using
roll-on/roll-off (Ro-Ro) multipurpose ships.

In October 2012, a crack was observed in the public quay at
the Port of Santos and docking operations there were
suspended for 14 days. Repair work conducted by the Sao
Paulo State Docks Company (Codesp), responsible for
maintenance, were still under way at the start of 2013.
Measures related to international trade, such as the bilateral
standoff between Brazil and Argentina and import quotas
imposed on Mexico were also reflected in the Terminal’s
performance during the year and there was a consequent
reduction in the volume handled and an increase in storage
revenue, as imported vehicles spent more time in the yards
waiting for customs clearance to enter Brazil.

The Vehicle Terminal’s market share rose in 2012, ending the

year with 59.4% of vehicle movements at the Port of Santos.

The terminal handled 195,700 vehicles in 2012, down 4.8%
from 205,600 in 2011. The terminal began operating in
2006 and was definitively incorporated by Santos Brasil in
2009, when it won a public tender for a 25-year concession.
Between 2006 and 2009, the Company operated the
terminal provisionally at the request of Codesp, to cope with
rising levels of vehicle exports from Brazil.
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SOCIAL AND ENVIRONMENTAL HIGHLIGHTS

Digital inclusion and sports activities
for young people as part of the Nostra
Aldeia project.

Support for the Warriors without
Weapons social enterprise project.
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LOGISTICS

THE UNIT'S CORE ACTIVITY IS PROVISION OF PORT-TO-PORT
SERVICES, INTEGRATING PORT OPERATIONS, ROAD
TRANSPORTATION AND INDUSTRIAL SUPPLY ACTIVITIES.

A provider of integrated solutions, Santos Brasil Logistica
devises projects in supplement to container-handling
operations and is one of few companies in the sector capable
of offering customers complete, personalized service packages
integrating port operations, road transportation and industrial
supply activities through a “Door-to-Door” system.

Established in 2007 through the acquisition of Mesquita S.A.
Transportes e Servicos, Santos Brasil Logistica’s revenues have
more than doubled over the last five years. The Company now
offers its customers services that span transportation, storage,
packaging, labeling, kit assembly, customer product picking
for storage, stock and inventory management, cross-docking
(distribution and redirection of merchandise, without storage)
and information management, using infrastructure which
includes distribution centers, customs terminals, warehouses
and fleets of company and outsourced vehicles.

In 2012, the Company acquired 18 new vehicles, expanding
its internal fleet to 110 trucks, including a B-train truck with
twin trailers to transport two 40-TEU containers between
terminal yards at the Port of Santos.

With an area of 105,000 square meters, the Company’s main
distribution center is located in Sdo Bernardo do Campo, near
the southern stretch of the Sdo Paulo Rodoanel (Ring Road)
highway and has capacity to handle 120,000 pallets per
month. The Sao Paulo Distribution Center is located in the
neighborhood of Jaguaré, 6 kilometers from the western
stretch of the Rodoanel. It has a storage area of 30,000
square meters and can move 33,000 pallets per month.

The Company’s logistics and industrial customs centers are
strategically located on both banks of the Port of Santos, in
Santos and Guaruja. They receive export cargo and imported
goods awaiting customs clearance. In 2012, the Company
adopted a new technology to support customs procedures

- some R$1.2 million was invested in the development of a
modular software program for planning of storage blocks and
electronic registration of imported cargo deliveries. This
software enables online scheduling of vehicles to receive cargo
and computerization of data on cargo location, release and
movements which importers, transportation companies and
customs agents can track on the Company website. A further

SOCIAL AND ENVIRONMENTAL HIGHLIGHTS

» The Sustainable Drivers Program
recognized by an award.
1 million hours worked without
any lost workday accidents.
Signatory to the Na Mao Certa
(“In the Right Hands") program
to combat sexual exploitation of

children along Brazilian highways.

R$2.7 million was spent on building automated gates at
terminals using this system.

In Imbituba, Santos Brasil has a 50,000-square-meter
warehouse offering services related to project and general cargo
port operations, container loading and unloading, and general
cargo storage. The Company has added logjistic services to its
operations at the site and is working commercially to
demonstrate its reliability and performance to the market, also
offering door-to-door services for cargo handled by Tecon
Imbituba and Imbituba General Cargo Terminal.

In May 2012, the Company signed a major port-to-port
operating contract with German multinational Schaeffler,
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similar to the one it had entered into with Mercedes-Benz
the previous year. Santos Brasil has taken on another 91
employees and invested R$2 million in team training and
new storage systems to serve Schaeffler. This customer has a
plant in Sorocaba, Sao Paulo, producing bearings and auto
parts for sale to various automakers in Brazil and other
countries. Schaeffler has transferred its logistics department
to Santos Brasil Logistica’s distribution center in Sdo Paulo,
enabling it to reduce costs and free up space at its plant for
expansion. At this facility, parts are stored and prepared for
transportation to the Company’s distribution points in Brazil
and throughout the rest of South America.
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MANAGEMENT

Through objective practices based on simplicity

and harnessing of synergies, the Company can offer
swift, safe, high-quality services and achieve the
goal of being the best Brazilian port and logistics

infrastructure Company.




STRATEGIC MANAGEMENT

The Santos Brasil operating strategy is underpinned by
objective practices based on simplicity and harnessing of
synergies, ensuring business sustainability to attain the
highest standards of efficiency and achieve the goal of
being the best integrated port infrastructure and logistics
services company in the markets where it operates.

An integrated management system maintains a high-level
corporate vision based on a single structure which considers
the specific features of its businesses and regions of
operation. The Company ensures that all its processes

are standardized, with specific validity periods and regular
reviews to keep operations up to date and efficient.
Procedures and functions are described and mapped,
ensuring the smooth-running of everyday operations,

clear communication between the different parts involved
in each process and overall transparency.

Corporate and individual goals are adopted based on the
concept of meritocracy, which considers professionals’
responsibility for results, whether operational, financial,
environmental or social. Collective goals for maintaining a safe
work environment and recycling solid waste are part of an
annual valuation for profit-sharing with all employees. In 2013,
specific environmental and social indicators will be incorporated
into the business plans of each operation’s managers.

The Company also uses quality management tools such

as the Visible Management model, which makes it possible
to analyze and track selected indicators in real time,
comparing results with the targets established at the

start of each year. The main macro-indicators used are
movements per hour (MPH), determining the productivity
of container terminals, and unit operating cost.

In concluding a cycle of investment that has led to the
achievement of excellent indicator performance, Santos
Brasil has incorporated an international benchmarking tool
with the aim of further enhancing its standards of efficiency
based on best practices and methodologies used in the
global market.

COMMITMENTS

To reinforce its sustainability goals, the Company participates
in initiatives promoted by organizations, institutes and entities
that are aligned with its mission and values.

Na Mao Certa (“In the Right Hands") program - This
program concentrates efforts to mobilize governments,
companies and civil society organizations to combat the

sexual exploitation of children and teenagers along Brazilian
highways. A signatory to this program since 2009, Company
Logistics units handed out leaflets about the program in 2012
to truck drivers passing through Tecon Santos on Truck Drivers’
Day (June 30). EIEe

Instituto Ethos de Empresas e Responsabilidade Social
(“Ethos Institute of Companies and Social Responsibility”)
— This entity promotes the sharing of knowledge and experience
along with development of tools to help companies analyze
their management practices and strengthen their commitment
to social responsibility and sustainable development. The
Company joined the organization in 2012.

Empresas pelo Clima (EPC) (“Companies for the Climate”)
Fundacao Getulio Vargas - Run by Fundacao Getulio Vargas,
this program brings together companies seeking to operate
in a low-carbon economy, helping to establish a regulatory
framework. Santos Brasil joined the initiative in 2011.

(See www.empresaspeloclima.com.br.)

In 2013, Santos Brasil aims to join the Global Compact, an
initiative developed by former UN Secretary-General Kofi Annan,
with the goal of mobilizing the international business community
to adopt, in their business practices, internationally accepted
fundamental values in the fields of human rights, workplace
relations, the environment, and anti-corruption measures,

as set out 10 principles.

The Santos Brasil management model
is aimed at fulfilling its mission to offer
port infrastructure and integrated
logistics services with promptness,

quality and safety
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Control room at Tecon Santos
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CORPORATE GOVERNANCE

Based on best governance practices required by the Sao
Paulo Stock Exchange (BM&FBovespa)'s Novo Mercado
("New Market") platform, Santos Brasil is listed at Corporate
Governance Level 2 and has adopted the criteria of
transparency and security in disclosing information. It follows
all the rules applicable to publicly traded companies in this
segment, maintaining an ethical commitment to the market
by treating all shareholders and investors equally. Key
practices include the “tag-along” right of minority
shareholders to receive 100% of the value paid to
controlling shareholders in the event of the latter selling
their interests, obliging the acquirer to make a public share
offer with identical conditions for all shareholders.

Santos Brasil follows Brazilian Securities Commission
(Comissao de Valores Mobiliarios, or CVM) standards on the
Use and Disclosure of Securities Information and
Negotiations and in 2007 established rules for disclosing and
maintaining the confidentiality of relevant information. In
addition, any transactions involving companies linked to
shareholders and related parties are submitted to the Board
of Directors for approval.

The Company’s governance structure consists of a Board of
Directors, a Statutory Executive Board and Fiscal Council, without
involvement of any committees. The model is organized so

as to enable investors and shareholders to track and monitor

the Company’s management and performance.

\i : Transparency, security and
comprehensive disclosure of
information characterize the
governance model of the Company,
which is listed on the Sdo Paulo Stock
Exchange (BM&FBovespa) at Level 2
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BOARD OF DIRECTORS =mm

Santos Brasil's most senior governance body is its Board
of Directors. Current board members were elected at the
Annual General Meeting held in March 2012 for a
two-year term. The members, whose reelection is
permitted, must have recognized professional experience
and evident technical and academic knowledge.

In line with best practices, the chairman and members of the
Board of Directors do not perform executive functions.
Composed of nine full-time members, three of them
independent, the Board's main duties include appointing, guiding
and monitoring the Statutory Board of Executive Officers,
supervising business conduct, defining strategies, and tracking
their execution, and is also responsible for approving the
Company’s annual budget and investment plan. SR

The Board of Directors holds ordinary meetings every two
months, with extraordinary meetings as required. Seven
meetings were held in 2012. Members receive fixed
remuneration, unrelated to the Company’s performance, and
receive no additional remuneration if removed from post. They
are not subject to compulsory retirement due to age. The
Board of Directors’ remuneration totaled R$1,841,000 in
2012. The members include seven men and two women. Two
are older than 70 (22%), six are aged between 50 and 60
(67%), and one is under 50 (11%).

STATUTORY BOARD OF EXECUTIVE OFFICERS

The Statutory Board of Executive Officers is composed of
four directors, who directly report to the Board of Directors,
which elected them in April 2012 for a two-year term, with
their reelection permitted. Comprising a chief executive
officer, a chief financial officer and investor relations officer,
a chief commercial officer and a chief operations officer, the
group is responsible for the day-to-day administration of
business, ensuring application and execution of deliberations
and guidelines established by the Board of Directors.

Composed of fixed and variable portions (the latter made up
of a bonus and Share Options Plan), with the annual amount
determined by the Board of Directors, the Statutory Board

of Executive Officer’s total compensation in 2012 was
R$13,238,000, including salaries and bonuses. Annual
targets are related to financial performance, with metrics
composed of EBITDA (operating earnings) and economic
value added (EVA). =3B

FISCAL COUNCIL

Consisting of four members — a chairman and three board
members — and four understudies, the Fiscal Council is
responsible for monitoring the Company administrators’ acts and
compliance with their legal and statutory duties, and examining
and giving their opinions on financial statements each year.

The board is permanent and acts independently of the
administrators and external auditors. The present group was
elected in March 2012 at the Annual General Meeting for a term
of two years, with reelection permitted. One of the members was
elected by minority shareholders and one of the understudies was
elected by holders of preferred shares.

The Fiscal Council met six times in 2012.Its remuneration,
established annually at the Annual General Meeting, totaled
R$574,000in 2012, equally divided among the members. rExems

INDEPENDENT AUDITORS

In 2012, Santos Brasil implemented an auditor rotation
system, in line with CVM'’s deliberation to change auditors
every five years. The Company’s financial statements for the
2012 fiscal year were audited by independent auditors
Deloitte Touche Tohmatsu.
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INVESTOR RELATIONS =

Through its Investor Relations Department, the Company
provides secure, comprehensive information through a
customized service. It is invited to all relevant conference
calls organized by banks and takes part in the vast
majority of them. Among mid-cap companies, it is one of
the most comprehensively covered by the market, with
16 bank and brokerage analysts monitoring activities.
Striving for uniformity and equality in the disclosure of
information, the Company presents all its press releases
and other publications on its website in both Portuguese
and English, and maintains the following permanent
channels for communication with investors:

= Teleconferences and press releases on release of quarterly
results;

= Responses to queries by phone, email and at meetings at
its headquarters;

= Presentations at public events in Brazil and at events
organized by financial market institutions in national and
international markets;

= Specific-purpose visits to business units;

= Maintenance of an up-to-date, dedicated website to meet
the demand for information.
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RISK MANAGEMENT
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The main factors that

could interfere with business
performance are continually
monitored and treated by

a multidisciplinary group.
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The Santos Brasil risk management policy is based on identifying,
analyzing, evaluating, treating and continuously monitoring
internal procedures and controls. This work is conducted by a
multidisciplinary group that develops actions to mitigate risks
and reduce the incidence of factors that may interfere in
operational, environmental or financial performance. It also

acts in a preventive manner, taking into account any possible
risks or non-conformities in processes. [EEXR

OPERATIONAL RISKS

Employing specialist manpower to operate and maintain
equipment, Santos Brasil adopts a policy of constant training for
professionals at different levels, seeking to maintain a pool of
talent to meet future personnel needs in the event of losing
professionals to competitors or increased demand due to
business expansion. Accordingly, it manages the risk of
operational non-continuity and minimizes the risk of lack of
motivation among its team members, who see opportunities for
professional growth through training and internal recruitment
processes. The Company also organizes a series of talks,
seminars and training courses on workplace safety.

The Company performs preventive maintenance on equipment
and adopts action plans to optimize resources and maintain
operations in the case of non-standard occurrences. In 2012,

a meteorological station featuring an alarm system was installed
at Tecon Santos to manage the risks of damage to equipment
by strong winds - whenever wind speeds exceed 60 km/h,
operations are shut down and cranes are attached to the quays
with steel anchor pins to prevent toppling and damage. To avoid
damage caused by power system failures, the terminal uses
reactive compensators to raise electrical transmission capacity
and dampen electromechanical oscillations. It also has insurance
covering any damage or harm arising from shutdowns lasting
up to 15 days.

The Company invests in technological updates and
modernization, analyzing the most advanced solutions
implemented in its sector around the world, and gives
priority to information technology systems compatible with
the software used by its customers and suppliers. It also
maintains backup infrastructure with redundant networks
and databases capable of ensuring the integrity of electronic
data in its operations, minimizing the possibility of losses.



ENVIRONMENTAL RISKS

Committed to mitigating the environmental risks inherent in its
activities, the Company invests in cutting-edge technology and
a number of initiatives to preserve the environment. Primary risk
factors are greenhouse gas emissions, spillages of hazardous
substances transported in containers or flammable substances
stored in fuel tanks, and pollution involving liquid effluents
removed to sanitary sewage or solid waste systems.

With and end to managing emissions risks, the Company has,
since 2008, kept an inventory of its greenhouse gas emissions at
Tecon Santos and Santos Brasil Logistica. To reduce environmental
impacts, Santos Brasil is running a Carbon Project to study new
technologies, such as the electrification of rubber-tired gantry
cranes and a review of power supplies at units. In addition,
projects are under way to cut consumption of energy and water,
for example by installing presence sensors, flow regulators on
faucets and ecological toilet flush mechanisms. Reuse of water
on washing ramps in workshops is also being studied.

Tecon Santos is equipped with containment barriers to reduce
possible environmental impacts in the event of oil spills from
equipment at terminals or on vessels, and has two effluent
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treatment stations, one for sanitary effluents and the other
for chemical waste, with capacity to ensure the safe
disposal of oil and grease waste used in operations.

Other Company units employ systems connected to the
public waste collection network or a septic tank. In the case
of solid waste, in addition to minimizing volumes by
reducing the amount generated at source, systems are used
for collection, segregation, classification and transportation
to treatment facilities or final disposal.

Always prepared for adverse situations, Santos Brasil does
not only comply with specific laws in the regions where it
operates, but also pre-empts environmental requirements,
establishing targets for various indicators at levels which go
beyond those determined by regulating bodies. The work
undertaken by the company’s environmental department
was recognized by ISO 14001 certification awarded to its
main unit, Tecon Santos, and also the Vehicle Terminal.
Compliance with certification requirements helps to
prioritize environmental risk management. [EIEER
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FINANCIAL RISKS

The Company'’s bylaws ensure alignment between the Board
of Directors and the Statutory Board of Executive Officers, by
determining that decisions about loans, investments and
guarantees be submitted to the highest governance body for
approval. Accordingly, financial risks are monitored and
managed by different administrative bodies, with the aim of
evaluating results and the financial impact on cash flow,
establishing a policy with secure limits.

Operational strategies and internal controls to ensure liquidity,
profitability and security are applied in the administration of
operations involving financial instruments, contracted on prior
approval from the Board of Directors, and based on periodic
analysis of exposure to the risk to be mitigated (foreign
exchange, interest rates, etc.) Contracted conditions are
constantly monitored and compared with current market
conditions, and the Company uses financial derivative
instruments to protect itself against interest and exchange-rate
risks, primarily in short-term amortizations (up to 12 months)
of debts in foreign currency. The estimated realizable values of
the financial assets and liabilities of Santos Brasil and its
subsidiaries have been determined using available market
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information and appropriate valuation methodologies. No
investments of speculative nature in derivatives or any other
risk assets have been made.

In December 2012, Standard & Poor’s Rating Services (S&P)
elevated the Company’s corporate credit rating from “brAA” to
“brAA+"on its Brazilian National Scale. According to the S&P
report, this upgrade reflected the Company’s sound, competitive
business position.

REGULATORY RISKS

The company participates actively in discussions with the
federal government and its agencies to advocate stable port
sector concession rules, maintaining good relations with
different spheres of government and minimizing regulatory
risks by ensuring the efficiency of its operations and honoring
its concession contracts.
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ETHICAL BEHAVIOR

| GRI 4.8

With business development underpinned by ethical conduct
and inspired by company values — ethics and transparency,
appreciation of each individual, respect for diversity,
environmental and social responsibility, teamwork, speed
and precision and continuous improvement —in 2012
Santos Brasil launched its Code of Conduct and revised

its Personnel Regulations.

Distributed to all employees in July, these two documents
are tools that formalize the Company’s values and guide
its actions with a view to adding value to work carried out,
supporting growth and the constant pursuit of excellence
and improving corporate governance.

Code of Conduct rules include professional relations based
on absolute respect and cordiality, prohibition of any
discriminatory acts or political, religious or commercial
demonstrations at Company premises and preservation of
Company assets. Workplace safety is another theme
covered in the code, which makes it the duty of all to
perform their activities safely, observing safety standards
and being proactive if they observe any unsafe situation.

The document stresses the importance of environmental
awareness and the Company’s commitment to environmental
education as a tool to guarantee the planet’s future. It also
covers standards on cordiality and respectful customer
relations, with high-quality service provision and a ban on
preferential treatment for customers for personal reasons.

All contracts with customers and suppliers make reference

to respect for human rights.

Transparency and ethics are fundamental values to the
Company and anti-corruption practices are a key factor in its
Sustainability Policy. Society demands such attributes from
companies and governments and it is essential to maintain
one’s corporate reputation and ensure sustainable business
activity. This topic is now incorporated in the Code of
Conduct, distributed to all employees hired. EIITE

The Company values guide the
actions and conduct expected

by all employees and inspired the
Code of Conduct launched in 2012.
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SOCIAL AND

HUMAN CAPITAL

Santos Brasil believes in transparent dialogue as the main
tool for fostering good relations with all its stakeholders.
Since 2011, the Company has maintained profiles on social
networks YouTube, Twitter and Facebook, helping to
streamline relations with different groups and expand
people’s knowledge of the company and the port sector, as
well as providing information about campaigns, events and
awards.

In 2012, the Company implemented a number of strategic
actions defined following an analysis of the results of a
survey conducted in 2011 involving more than 800 people,
including both internal and external stakeholders. For
example, the advertising campaign “Movimentando
Sonhos” (“Moving Dreams”) was launched in June 2012,
taking Santos Brasil onto television screens for the first time
with a 45-second film shown in the commercial break
during the Rede Globo TV program Fantastico, which went
out to viewers in the Baixada Santista area, where the
Company’s main operations are located. The campaign
featured employees and was also published in printed
media, demonstrating the importance of the Company’s
work for the Country, its relations with surrounding
communities and its appreciation of its team members.

Santos Brasil considers its internal stakeholders to be its top
priority. As part of internal communications, in 2012 the
Company launched Viva Voz Familia, a bi-monthly magazine
that explores health, safety and quality of life from a family
perspective. Sent to employees’ homes, the magazine is part
of the Company’s “Viva Voz" communication platform,
which also features a monthly publication, bulletin boards,
online newsletters and a corporate TV station. Implemented
in 2011, TV Viva Voz broadcasts corporate programs and
information of specific interest to each location using
monitors installed at strategic points on Company sites, such
as reception areas and canteens.

RELATIONS

In line with its strategic objectives, Santos Brasil considers its body
of professionals to be one of the main pillars that sustain its
business growth and the company prioritizes clear and
transparent relations with them, seeking to enhance employees’
quality of life through various actions and benefits and
encouraging their professional development through continual
training, internal recruitment and promotions.

At the end of 2012, the Company had 3,631 employees, 28
interns and 38 apprentices. Of this total, 87.56% were men and
12.44% were women. [V

Transparent dialogue is considered
the main tool for Santos Brasil to
maintain good relations with all its
stakeholders.
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Number of employees (*)

3.073 |

2010 2011 2012

REMUNERATION AND PERFORMANCE

Santos Brasil upholds meritocracy as a policy for recognizing and
engaging its professionals. Employee remuneration takes the
form of fixed and variable components, the latter based on
performance in achieving individual and team goals. The
Company’s profit-sharing program, linked to the attainment of
goals, covers all levels from operational to coordination. The
amount paid is calculated in line with each business unit’s
EBITDA and the maximum remuneration limit is 2.5 monthly
salaries. 95% of employees participate in the program and
performance is assessed every six months. Employees with lower
salaries receive a bonus based on their salary band. In 2013, the
entire workforce will be evaluated as a result of the assessment
system’s deployment at Tecon Vila do Conde. Progress was
made in relation to the assessment system in 2012, when the
Company began using the Nine Box tool, which cross-references
information on employee performance and potential. The
system was applied to management levels in 2012 and will

be expanded to other functions in 2013.

The Company’s salary policy is based on levels of development
among professionals and, in recent years, pay increases
negotiated on the respective base dates for each category have
been higher than the rate of inflation. Remuneration does not
differ according to gender, but is equal for men and women with
the same positions and functions. In 2012, the lowest salary paid
at the company’s port terminals was, on average, 41.5% higher
than the national minimum salary during the year and 16.7%
higher in the case of logistics operations.

Employees (*) by age range

M 24 and under
M 25 to 34
35to 44
M 45 to 54
55 and over

12%
45%

Lowest salary paid vs. minimum salary"

Unit % above minimum salary
JeCON SO e 51.38%,
Jeconlmbituba 22.03%,
JeconVilado Conde 38.06%
VehicleTerminal | e, 31.38%.

Logistics 41.57%

() Considering the national minimum salary of R$622.00 in 2012.

BENEFITS

The Company offers a package of benefits defined in a
collective bargaining agreement (meal, food and transport
vouchers, creche allowance, nanny allowance and life
insurance) and extra benefits such as a health and dental
care plan, funeral cost assistance, insurance for personal
and collective accidents and an allowance for school
materials. There is also a private pension plan, in which
employee payments are supplemented by a Company
contribution equivalent to up to 2.5% of employees’ salary,
without obligations in relation to future liabilities.

As part of the Company’s initiatives to enhance employee

quality of life and work-family balance, the Portas Abertas
("Open Doors") program has been running for 11 years at
Tecon Santos, allowing workers’ families to visit Company
facilities, thereby strengthening ties with this group. In

Employees (*) by region rExms

M S&o Paulo
M Par

Santa Catarina
M Federal District

0,03%
2,62%
5,30%

2012 the terminal was visited by 394 people, including children,
young people and adults.

TRAINING AND DEVELOPMENT

A natural source of specialist manpower in the sector, Santos
Brasil invests in the professional development of its employees.
Employee training and retention are considered key issues for
the Company’s sustainability, given the specific nature of port
and logistics operations and the severe shortage of qualified
professionals in the sector.

The Company therefore seeks to maintain a pool of talent to
guarantee the continuity of its operations in the event of a loss
of professionals to competitors or an increase in demand for
specialist personnel due to the expansion of its own business.
In this way, the Company does not only strengthen its
strategic performance, but also contributes to society by
preparing qualified manpower.

In 2012, the Company’s development and training process
provided more than 151,000hours of training: 684 for
directors and managers; 2,047 for coordinators and
supervisors; and 148,269 for operational technicians.

R$2 million was invested in training, down 6.54% against
the previous year as a consequence of running programs
internally, valuing and harnessing in-house talent. The
Company also subsidizes language courses for its employees,
benefiting 100 people in 2011 and 110 in 2012.
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Employees (*) by gender

M Male
M Female

12,44%

87,56%

Training and development (hours during the year)

Hours per
Function Total hours employee
Director/Manager .68 . 7.0
.Coordinator/Supervisor 2.047 134,
Operational technician 148.269 43.1

Through a continuous learning process that supports career
management of and employability, the Company runs an
operational training program based on a workforce planning
spreadsheet, prioritizing the hiring of employees who operate
the simplest of equipment, such as forklifts, and carrying out a
sequence of promotions whenever necessary. In this way,
professionals who start their career as a conveyor belt
operator, for example, are promoted as they gain experience,
receive training and participate in selection processes, enabling
them to reach the position of quay crane operator, responsible
for the most modern and complex machinery used in
Company operations. Highlights of the Company’s training
programs are shown below:

Leadership development — In 2012, coordinators, managers
and directors from all Company units participated in an
assessment program, after which they received a suggested
Personal Development Plan. They also took part in various
courses in Brazil and other countries. In all, 12 directors, 30
managers and 50 coordinators participated in the program.
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Interns — The Company’s internship program was
restructured in 2012, with interns now coordinated by
the Human Resources department which evaluates whether
their university courses are relevant to the functions
required for each position. The program requires interns
to present a project when they join the Company and a
practical monograph at the end of a one-year period. The
projects are periodically monitored by managers and the
monographs are evaluated by a panel. As of 2013, interns
— who must be studying at either a technical school or
university — will be taken on in phases between March
and October. Of the 63 interns at Santos Brasil in 2012,
22 were formally hired by the Company.

Apprentice program — This program is run at Tecon Santos and in
the company’s Logistics area. Forty young people took part in
2012, attending four development meetings. Commenced in
2004, the program has so far involved 91 young people, 46 at the
container terminal and 45 in the Logistics area. Of these
participants, 12 have been hired by the company.

Engineers —In 2012, the Company developed a training
program for young engineers. The first class, consisting of four
recent graduates from respected universities, will begin their work
in 2013, traveling around different parts of the Company to
acquire a comprehensive overview of the business.

Ship planners — For eight months, university students in their last
year of study receive training from operational managers. They
start off working as supervisors at import-export yards and empty

container yards, before going on to work as ship supervisors and
ship planners. The second edition of the program was run in 2012.

Maintenance technicians — This program was developed
through a partnership between Santos Brasil, Libra Terminais and
the Catholic University of Santos (Unisantos), with theoretical
classes administered at the university and the practical part taking
place at Santos Brasil. At the end of the program, 14 young
people were hired by the company, six in the mechanical area
and eight in the electrical area.

RECRUITMENTAND SELECTION

At Santos Brasil port terminals, 100% of recruitment for
functions that involve operating the most advanced container
handling equipment (stackers, rubber-tired gantry cranes and
Portainer cranes) takes place internally. When it is impossible to
in-source a position, an external recruitment and selection
process is conducted with positions publicized on the company
website and in regional communications media.

In line with its commitment to professional development of
employees, in 2012 there were 421 promotions across the
Company’s units. There were 465 discharges and 534
appointments to fill vacancies arising from promotions,
discharges and the opening of new vacancies. Employee
turnover in 2012 was 7.5% at port terminals and 16.5% in
logistics operations, a difference which reflects the specific
characteristics of each business.

In selection processes, candidates are analyzed in line with
each function’s minimum requirements. In external selection
processes, priority is given to candidates who live in the region
of the unit in order to maintain high levels of local
employability. At the end of 2012, 99% of employees at
Guaruja and Santos units were from the Baixada Santista
region, while 99.8% of employees at Santos Brasil Logistica’s
Alemoa and Guaruja units were from that area. Likewise, 97 %
of employees at the Sao Bernardo do Campo and Jaguaré
distribution centers in Sdo Paulo were from Sao Paulo or the
Grande ABC region.

The procedures of Santos Brasil's selection processes are
described in its Recruitment & Selection Instructions and are
conducted in a respectful, ethical manner, considering
candidates’ technical and behavioral skills, regardless of race,
color or creed.. Once selected, candidates are hired on a
definitive or temporary basis (in line with Brazil’s consolidated
labor laws, or CLT), as an apprentice (in line with the Law on
Young Apprentices) or as an intern (in accordance with the
Internship Law).

HEALTH AND SAFETY

In 2012, the Company’s Safety and Environment areas were
restructured and vertically integrated, and each was given its
own coordinator. An extensive awareness-raising process was
initiated, featuring many internal communication actions and
the launch of the “Safety is a reflection of your attitudes”
campaign. A consultancy firm (DNV) was hired to conduct an
in-depth diagnosis to direct the Company’s actions in 2013.

The Santos Brasil Logistica unit in Santos reached the
milestone of 1 million hours worked without any accidents
and ended 2012 with an accident frequency rate of 5.24
accidents per 1 million hours worked. The target for 2013
is to reduce this figure by 50% at all operating units.

Safety occurrences"

Number of Frequen 2012

Units accidents rate® target
.Santos Container Terminal 17 4.90 ...2:45
Imbituba Container Terminal | . 2, 19:57....7.79,

Vila do Conde
.Container Terminal . | 2320 1160
. Vehicle Export Terminal . 2, 520 ...2.60,

Logistics 24 10.47 5.24

W Accidents involving Santos Brasil employees.

@The frequency rate is calculated on the basis of the number of employees and
hours worked. In operations with small numbers of employees, even low
numbers of accidents may imply high frequency rates. Frequency rate =
number of accidents x 1,000,000 hours / number of employees x hours
worked during the month in question.
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The Company engaged in a number of internal and external
driver safety actions, such as the Annual Drivers’ Program
training conducted by Sest/Senat (Transport Social Services/
National Transport Education Service). Santos Brasil has fully
complied with work and break requirements provided for in
legislation in effect in 2012, and has begun the process of
complying with Law 12,619, supplemented by National Traffic
Council (Contran) Resolution 405, governing mandatory rest
breaks for drivers, which came into force in January 2013.

In 2012, the rate of absenteeism with doctor’s notes at Tecon
Santos represented 1.56% of all hours worked. At Santos
Brasil Logistica, the figure was 1.43%, while at Tecon Imbituba
the rate was negligible. The Vila do Conde unit will start to
monitor this indicator in 2013.

Absenteeism — hours not worked

0,23%

0,31%

1.56% ESZEER

328189 JRIVELA

Tecon Santos  Santos Brasil
Logistica

M Doctor's notes
Unjustified absences
% of total hours worked

The Company runs various initiatives to engage its employees,
encompassing training and awareness-raising campaigns.
These include Daily Safety Dialogues, a Port Work Accident
Prevention Committee (CPATP), Internal Accident Prevention
Committees (CIPAS), an Internal Port Work Accident
Prevention Week (SipatP) and Preliminary Risk Analyses (APRs).
Mandatory training is also provided over the course of each
year and employees are represented on the aforementioned
committees, making up 80% of CPATP members (the other
20% being managers) and 63% of members of the Tecon Vila
do Conde Cipa (the other 37% being managers).

In 2012, the company expanded its corporate sports platform
(Santos Brasil in Movement) and its workplace exercise project
to promote good health among employees. The Santos Brasil
Logistica unit in Santos also hired a nursing technician.

To provide its employees with guidance on serious diseases, the
Company organizes talks about topics such as sexually
transmitted diseases and drug-use during the annual Internal
Work Accident Prevention Week (known by Portuguese acronym
Sipat) and Internal Health and Safety Week. The Company’s
Social Services department also monitors cases of professionals
who may have problems related to drug use. In 2012, employees’
families began receiving guidance on health and safety-related
topics through the magazine Viva Voz Familia, published
bi-monthly and mailed to employees’ homes.

NOISE CONTROL

The company’s noise management program is aimed at
anticipating, recognizing, evaluating and consequently
controlling noise levels at work sites and areas surrounding
operations. Such evaluations are included in the company’s
Environmental Risk Prevention Program (”Programa de
Prevencao de Riscos Ambientais” or PPRA) and contribute to
defining necessary clinical exams and the adoption of a
Hearing Control Program (”Programa de Controle Auditivo” or
PCA). In functions exposed to noise above the legal limits, it is
mandatory to use personal protective equipment (PPE). During
periodic health exams, the Company’s medical staff analyze
the results of audiometric tests and, in the case of hearing
loss, employees are called upon to undergo further tests and
are included in a PCA.
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NATURAL CAPITAL .

The environmental impacts of a port operation may be broken
down in line with the phases of each project. During the initial
implementation stage or in expansion phases, all impacts are
meticulously evaluated and environmental legislation is strictly
followed. Santos Brasil complies with all legal determinations
and adopts any compensatory measures required. In the
operational stage, the Company is currently focused on
reducing its greenhouse-gas emissions and developing
alternative logistics solutions with financial, environmental
and social benefits.

SUSTAINABLE LOGISTICS

Mindful of its potential for contribution to development

of alternative sustainable cargo transportation options, the
Company seeks to develop projects that add environmental
value as well as bringing financial and social results. The
barge transport projects initiated in 2012 at Tecon Vila do
Conde, Pard and Imbituba Port Industrial Park are two
examples of such initiatives.

The barge project in Para will expand waterway
transportation’s market share and contribute to the
sustainable development of the Brazilian economy. It is
aligned with the National Logistics and Transport Plan (“Plano
Nacional de Logistica e Transportes” or PNLT), announced in

The Company’s impact management
initiatives encompass logistics
operations, ecosystem preservation,
the prioritization of renewable energy

sources and emissions control.

April 2012, which involves promoting more intensive and
appropriate use of waterways with the aim of raising their
share of transportation volumes from the current level of
13% to 29% within 15 to 20 years.

Located in the Tocantins-Araguaia waterway region,
with a sea connection close to the Amazon waterway
system, Tecon Vila do Conde lies in an area of deep
rivers that do not require major investment to expand
navigation - Brazil’s Northern region has few land
transportation options.

In Imbituba, the port’s inclusion in the municipality’s
master plan as the main driver for the development of
the entire region paves the way for detailed dialogue on
the best way of achieving harmonious coexistence
between the port and the community. Santos Brasil is
participating actively in building this dialogue and is
investing to contribute to local sustainable development.
The Imbituba Port Industrial Complex project aims to
ensure the infrastructure needed for this development. In
2012, the Company produced a plan for a two-lane
6-km arterial road to directly connect the site to the
gates of Tecon Imbituba. The plan was submitted to the
municipal government and the state government now
intends to implement it before the end of 2013.

PRESERVATION OF ECOSYSTEMS

Imbituba is one of nine municipalities encompassed by the
Baleia Franca Environmental Protection Area, a federal
Conservation Unit created to protect the Southern Right
Whale (Eubalaena australis), which come to the waters off
southern Brazil to give birth and feed their calves between
June and November.

Although the Port of Imbituba is not inside the Environmental
Protection Area, Santos Brasil recognizes the need for
harmonious coexistence between port activities and marine
species. As a result, it supports and publicizes the activities of
Projeto Baleia Franca, an NGO that researches and monitors
the endangered Southern Right Whale, as well as conducting
wider environmental preservation-related educational and
awareness-raising activities. EIIEH

Projeto Baleia Franca recently conducted a visual monitoring
program to enable extension of the Tecon Imbituba quay
without adversely affecting the Southern Right Whale. The
work was completed in November 2011 with no impacts on
the whales’ migration or reproduction.
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ENERGY AND EMISSIONS

Since 2011, Santos Brasil has been a member of the
Empresas pelo Clima (EPC) (" Companies for the
Climate”) platform, a group managed by Fundacao
Getulio Vargas (FGV)'s Sustainability Studies Center. Its
objectives are to mobilize, sensitize and coordinate
business leaders with respect to the management and
reduction of greenhouse gas emissions and climate risks,
and to propose public climate change policies and
positive incentives. In order to prepare for a low-carbon
economy, Santos Brasil participates in both EPC and the
related “Innovation and Sustainability in the Value
Chain” initiative. Since 2008 the company has kept an
inventory of its greenhouse gas emissions at Santos
Container Terminal and in its Logistics business. EIIENE
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INTELLECTUAL CAPITAL

Innovation, quality and safety
in operations are areas where
Santos Brasil stands out, giving
it a competitive advantage in
the market.

TECHNOLOGICAL INNOVATION

Santos Brasil considers technological innovation to be a strategic
advantage and since it began operating its first terminal, Tecon
Santos, the Company has directed efforts and investment to
keep all its units up to date with the most advanced equipment
in the sector. To this end, the Company’s executives visit port
terminals throughout the world and participate in seminars and
other events. The Company also encourages the creation of
research discussion channels and maintains an internal
Information Technology team that works to develop customized
solutions for its services and customers.

In addition to providing indicators of excellence and high levels of
efficiency, the Company’s pioneering innovation means that
technology takes on a wider relevance than merely being a national
reference and becomes a requirement for the whole sector.

This occurred with three methodologies adopted at Tecon
Santos that are now obligatory at all container terminals in
Brazil. For example the Federal Revenue Service has made it
mandatory to have automated gates featuring an optical
character recognition (OCR) system to control trucks accessing
terminals and a scanner system for closed containers (featuring
X-ray equipment to identify cargo).

Another tool developed at Tecon Santos and implemented
throughout the Port of Santos is the Vehicle Scheduling Service
(“Servico de Agendamento de Veiculos” or SAV), which is now
an obligation imposed by the Sdo Paulo State Docks Company
(Codesp). This program enables customers (exporters and
importers) and their service providers (customs agents and
transportation companies) to consult the schedule and choose

the best date and time to deliver and remove containers,
avoiding congestion on internal roads and near the terminal.

Storage, control and planning processes for the loading and
unloading of containers are conducted using a sophisticated GPS
container positioning system known as the Navis yard manager,
one of the most advanced port software programs in the world.

The cranes at Tecon Santos are equipped with a differential global
positioning system (DGPS) linked to an outdoor wireless network,
which triggers sequencing orders for the loading of trucks, forklifts
and cranes for more than 500 data collectors at the site.

In turn, Santos Brasil quay crane operations have the best
indicators in the world in terms of usage per square meter of
terminal. The Company is studying implementation of a new
operating system with automated equipment based on OCR,
with a view to checking containers, thereby making the process
safer and more productive and releasing containers for use in
other activities.

The Company also uses the following innovative technologies:

= Weighing on RTGs — This system weighs containers while
they are being moved by rubber-tired gantry cranes (RTGs),
thereby eliminating a stage in the operation and so
reducing handling time.

= Biometry — Drivers who arrive at terminals are identified
using a biometry system. Accordingly, only professionals
whose fingerprints have been registered in advance and
are confirmed at the time of entry can access the site.

= Radio Frequency Identification (RFID) system — All
trucks have intelligent tags that store information about
the vehicles and are used to track trucks undergoing
maintenance or the flow of trucks in loading and
unloading processes.

= Tracing Log — Santos Brasil was a pioneer in the port
logistics segment in adopting this tool to track and collate
cargo data. The system guarantees fast, reliable logistics
information, generating cost reductions related to idle fleet
vehicles removing and delivering cargo at the terminal.
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QUALITY AND SAFETY

Safety measures and international quality standards for protecting
the assets and wellbeing of customers, partners, visitors and
employees are fundamental issues in the Company’s development.
This process is supported by state-of-the-art tools and employee
training, positively affecting levels of efficiency at business units.

Priority is given to the definitive monitoring of information, using
electronic equipment that records a wide range of images and
data, as well as issuing records of people and vehicles circulating in
all areas for which the Company is responsible. The monitoring
center at Tecon Santos is staffed by observers 24 hours per day. The
unit is equipped with biometric access equipment and a panel of
30 LCD monitors, forming a large digital surveillance mosaic. This
system follows the rules of the International Ship and Port Facility
Security Code (ISPS Code), which Tecon Santos has been following
since 2005, with strict security rules to prevent terrorist acts at
container terminals.

Santos Brasil's equipment also enables the public authorities — such
as the customs authorities, the Federal Police, the Special Maritime
Police (Depom) and the Guaruja Mutual Support Plan (PAMG) — to
be called upon at any time. Tecon Santos also has a radio-
communications system linked 24 hours a day to the PAMG
network for emergency calls to the Fire Brigade and Civil Defense.

The Company evaluates health and safety impacts at all phases of
the life cycle of its services, from the design of new projects to
everyday operations. All activities and services related to operations
undergo a risk analysis to identify possible deviations and necessary
mitigation and emergency measures. These risk analyses involved
the use of hazard and risk tables. Reviews take place once a year or
whenever there are changes that affect the process. gxm

The Company also maintains a fully-staffed and trained
emergency team to respond to any type of emergency
incident and to conduct regular internal audits and
inspections to assess business unit performance in
compliance with quality and safety rules.
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Despite the weak performance of the Brazilian economy, which
slowed down throughout 2012 and ended the year with gross
domestic product (GDP) growth of around 1%, the container
sector performed strongly, benefiting from pent-up demand
caused by the country’s infrastructure deficit. Representing nearly
32% of all throughput at Santos, for example, container
operations at the country’s biggest port grew by 6.2%, adding up
to 3.2 million TEU over the course of the year.

Sector discussions in 2012 were mainly related to changes to the
regulatory framework planned for the year, leading to uncertainty
for future investment plans. However, Provisional Measure MP
595, proposed by the government at the end of 2012 (still
proceeding through the National Congress), singled out upkeep
of public ports, thereby putting an end to expectations that
investments within public ports would be freed from the rules
established in the Port Modernization Law (8,630/93), upon
which the port terminal concession model is based.

The Ports Package called for the rules to be maintained,
ensuring equal competition and promoting a credit line
offered by the national development bank (BNDES) to finance
port projects.

Measures related to foreign trade — such as the bilateral
standoff between Brazil and Argentina and the imposition of
import quotas on Mexico — contributed to a 24% reduction in
vehicle exports and a 17% fall in vehicle imports at the Port
of Santos.

Brazil's total foreign trade (the sum of imports and exports) in
2012 was down 3.4% from 2011, ending the year at
US$465.7 billion. Despite the drop, this figure is still the
second highest in the country’s history.

INVESTIMENTS

2012 was marked by the completion of a cycle of investment
commenced in 2006 when the Company was floated on the
stock exchange through an initial public offering (IPO), thereby
receiving a significant inflow of resources.

Investment in 2012 amounted to R$97.9 million. Tecon
Imbituba accounted for 48% of this total, allocated to
expansion and improvement of terminal operations and
dredging to deepen the draft at the Port of Imbituba.
Investments in the Logistics segment were focused on
construction work at logistics and industrial customs centers to
optimize internal flows and acquire new equipment to expand
road transportation operations.

A further R$3.9 million was invested in the Logistics area in a
new technology to support customs procedures, with
development of a software program and the construction of
automated gates. This software has modules for planning of
storage blocks, electronic registration of imported cargo
deliveries, online scheduling of vehicles to receive cargo and
computerization of data on cargo location, release and
movements that importers, transportation companies and
customs brokers can track on the Company website. Another
R$2 million was spent on new storage systems for a door-to-
door operating contract with German multinational Schaeffler.

Other investments in 2012 focused on maintenance and
adaptation of terminals in line with new regulations. For
example, scanners were bought for the Imbituba and Vila do
Conde terminals in order to comply with a new Federal
Revenue Service ordinance that mandates non-invasive
inspections of containers, identifying cargo using X-ray
equipment in order to improve the efficiency of port
operations and security in foreign trade.
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Distribution of investments

M Tecon Imbituba Logistica
M Logistica
Tecon Santos
M Tecon Vila do Conde
Corporate
Vehicle Terminal 1,2%

3.7% 0,1%

Investments (R$ million)

210,0

184,4

2010 2011 2012
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PROSPECTS

Having completed an investment cycle that has contributed to
the attainment of excellent indicators, Santos Brasil starts 2013
with the mission of enhancing its performance in all areas to
meet the demands of society, workers and shareholders.

Without losing focus on the quality of operations and
maintenance of its values, the Company will concentrate its
efforts in 2013 on the commercial area as it faces a more
competitive environment. Restructured at the end of 2012,
the department begins 2013 working in an integrated
manner, with the same team for logistics, storage and road
transport, and maintaining a different dedicated team to
service ship-owners in line with specific business
characteristics. A post-sales area is also starting up to focus
on efficiency gains, customer satisfaction, synergies and the
provision of more integrated services.

To tackle fiercer competition, long-term contracts will be
developed with customers already operating at Tecon
Santos, and efforts to attract new cargo to the Port of
Santos, commenced in 2012, will be intensified.

The aim is to bring back to Santos import cargo whose final
destination is the state of Sdo Paulo. Over the years, this
merchandise has been transferred primarily to ports in Santa
Catarina and Espirito Santo, attracted by tax benefits, which
will no longer exist from January 2013. Consequently the
Port of Santos is likely to regain transshipment cargo, which
at one point accounted for 25% of port throughput but in
2012 corresponded to just 5%.

The Company also envisages major development potential
for Tecon Imbituba, which is ready to grow due to more
investment, installed infrastructure and sufficient draft for
large ships.

Regular, safe and efficient operations at Tecon Imbituba
and its distinct advantage in offering integrated port and
logistics solutions, designed to meet the specific needs of

each customer, will help to increase business in Santa
Catarina. Building on the terminal’s attainment of a
reputation for reliability, the Company will work to
expand the number of shipping lines that berth there
and its portfolio of customers, including importers/
exporters from centers of production in northern Rio
Grande do Sul, which currently use the Port of Rio
Grande (in the same state). With the structuring of
Imbituba Port Industrial Complex, the Company expects
to set an example of sustainable development for the
whole region.

In Vila do Conde, growth prospects are evident in coastal
shipping. The aim is to continue to expand the terminal’s
port facilities in order to double its capacity in the coming
years and develop integrated logistics projects to reduce
cargo movement operating costs. The intention is to make
use of the region’s waterway capacity, expanding barge
transport and multimodal operations, carrying the same
goods partly by waterway and partly by road. Harnessing
such potential to the maximum will also generate positive
social and environmental results for the region.

NEWBUSINESS

Backed up by its financial liquidity and expertise, Santos
Brasil is ready to invest in new businesses that are likely
to emerge in Brazil as a result of the Ports Package
launched by the federal government in December 2012,
set to open up new concessions for port terminals along
the Brazilian coast.

The Company intends to examine all planned bidding
processes for ports and port storage yards, along with
opportunities for acquisitions involving logistics and port
activities that can add value to its business. Accordingly, in
2012 it created two new company departments reporting
to the Commercial Unit: the New Business Department,
to prospect, negotiate, purchase and bid; and the
Development Department, to implement new operations.
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OPERATIONAL
PERFORMANCE

In 2012, Santos Brasil maintained its trajectory of growth
and increased productivity, despite the slow expansion of
the Brazilian economy. Growth in consumption and income,
combined with the logistical advantages of containers as a
means of transport, including for agricultural commodities,
boosted the flow of container cargo through Brazil’s largest
port — Santos — where the Company has a significant
presence, operating the biggest and most modern container
terminal in Brazil, Tecon Santos.

Right at the start of the year, the company broke its own
record for a single ship operation, managing 155.5 moves
per hour (MPH) at Tecon Santos. Over the course of 2012,
the monthly average at the terminal was 80 MPH per ship
— a key competitive advantage that contributed to an
increase in the Company’s market share at the Port of
Santos from 50% in 2011 to 55% in 2012.

New records were also set in cargo throughput volumes.
Tecon Santos handled 105,530 containers in a single
month. The total number of containers handled in 2012 at
all Company terminals rose by 13.6% against 2011, to 1.1
million containers. Over the whole year, the average ratio of
full-to-empty containers was 76 to 24, thanks to strong
performance in the flow of full long-distance containers,
which grew by 8.8% in 2012.

The volume of containers stored at port terminals declined
by 2.0% in 2012, due to the lower retention rate for import
containers unshipped for storage at Tecon Santos, which
fell from 47% in 2011 to 45%.

Between 2011 and 2012, Santos Brasil Logistica customs
storage operations expanded by 2.6%. In 2012, the
Company maintained strong growth in integrated logistics
services through its distribution centers in Sdo Bernardo do
Campo and Jaguaré, and services offered include receipt of
cargo by port terminals, logistics and industrial customs
centers, distribution centers, container transportation by
road of and distribution of divided loads.

Movements at the Vehicle Terminal declined by 4.8% in 2012.
The performance of this business segment was influenced by
measures adopted by the Brazilian government concerning
foreign trade in the automobile industry.
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Operational indicators

Change

Port terminals 2011 2012 (%)
.Quay operations . 1,001,875 1,138,573  13.6%
...Full containers ... 781,523 862,787  10.4%
....Empty containers 220,352 275,786 252%,
.Storage operations 179,202 175557 :2.0%
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increase in container
movements.

was the year's
operational record.
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In 2012 the Company set new
records for container movements
and logistics storage operations,
resulting in productivity gains.



60 SANTOS BRASIL | 2012 SUSTAINABILITY REPORT

FINANCIAL PERFORMANCE

In 2012, gross revenue amounted to R$1,471.7 million, up
15.1% from the previous year. Consolidated net revenue
increased at practically the same rate, by 15%, from
R$1,124.7 million to R$1,293.2 million.

The 13.2% growth in gross revenue observed in the Port “1
Terminals segment is largely due to a 14.2% expansion in

revenue from storage operations, which outpaced the m
increase in the volume of stored containers. This difference is
the result of an adjustment to prices of storage services and
had a positive influence on Tecon Santos’s results.

In the Logistics segment, gross revenue increased by 16.5%,

as a result of the following factors: (i) growth in the volume —
of cargo stored at logistics and industrial customs centers at =
the Port of Santos; (ii) the Company’s commercial efforts to
expand its range of integrated logistics services while

primarily serving customers that use the port; (iii) expansion - Lil |

in distribution center and road transport services; and (iv)
service price adjustments.

Revenue earned by the Vehicle Terminal at the Port of Santos
rose by 40.2% in 2012. Longer storage times and price
adjustments led to this result, representing the fastest
growth in all of the company’s business segments.

Gross operating revenue (R$ million)

1.471,7

1.278,7

Gross revenue (R$ million)

2011 2012  Variation (%) 982,7
LPortterminals 997.5. 10287 ... 13.2%.
.Quayoperations 5812 ..653.2 ... 12.4%,
_Storage operations 4163 A5 14.2%.
All financial performance ; (4] A JLogistics 2161 2518 16.5%.
indicators saw growth in RN YR VehideTerminal 651 913 ... 40.2%_
2012. Most notably, EBITDA ‘B Y { R\ .Consolidated ... 12787 VAILT 15.1%.

rose by 20.7% and attained
a 42.6% margin.

2010 2011 2012
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COSTS AND EXPENSES

In 2012, the consolidated cost of services amounted toR$690.9
million, up 10.4% on 2011 (a smaller increase than revenue
growth). The figure rose by 9.1% at port terminals and 17.6% in
the Logistics area. At the Vehicle Terminal, costs were practically
unchanged from the previous year, with a rise of just 1.4%.

Personnel costs increased by 18.0% at port terminals and 18.7%
in the Logistics area, due to workforce expansion and pay
adjustments in line with union negotiations. An actuarial liability
of R$5.1 million for port terminals was recorded. Handling costs
(one-off labor costs, channel fees, “TUP” port infrastructure
usage fees and other variable costs) rose by 12.3% at port
terminals due to larger container volumes in quay operations.

In the Logjistics area, there was a rise of 24.6% in the cost of fuels
and freight transportation, mainly due to an expansion in the
provision of transport and distribution services and an adjustment
to contracted transportation charges.

Consolidated operating expenses totaled R$177.4 million, up
16.5% from the previous year. In the Port Terminals segment, an
increase in storage revenue gave rise to increased spending on
cargo agency sales commissions (calculated as a percentage of
storage billing).

In the Logistics area, although operations grew, it was possible to
keep operating expenses at levels similar to those seen in 2011.

EBITDA (R$ million) and EBITDA margin (%)

551,7

456,9

42,6%

310,1

406%

358%

2010 2011 2012

EBITDA

The Company’s 2012 EBITDA set a new record, while the 2.0
percentage point rise in its EBITDA margin was primarily due to
economies of scale as a result of increased cargo handling at its
business units.

The Port Terminals segment grew 17.3% and increased its average
margin by 1.9 percentage points due to the following: (i) an increase
in volumes handled in port operations; (ii) greater economies of
scale at Tecon Santos; and (iii) price adjustments for storage and
quay operation services.

EBITDA and EBITDA margin
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Santos Brasil Logistica’s EBITDA was influenced largely by the
following factors: (i) a rise in volumes stored at the logistics and
industrial customs centers at the Port of Santos; (i) the Company’s
commercial efforts to expand its range of integrated logistics
services while primarily serving customers that use the port; (iii)
expansion in services through a new distribution center in the city
of Sao Paulo; and (iv) adjustments to service prices.

Despite its contraction in operating volume, the Vehicle Terminal
saw significant growth in EBITDA due to high volumes of heavy
vehicles handled and an increase in the average stay-time of import
vehicles at the terminal.

Margin
(RS million) 2000 (%)......
Portterminals 4301 48.6% .
LOGIStCS 400 ... 21.6% ..
Vehicle Terminal . 346 63.1%.....
Corporate ] AT T
Consolidated 456.9 40.6%

Margin Variation  Variation (%)

R 2012 (%) el (). in margin_

. 5044 . 50.5% i 17.3%........ +1.9pp..

e, Sl3 248% ... 283%.......... +3.2P.p..

e, 584 7306% ... 688% ... +10.5p.p..

U 02 T, 300 %
551.7 42.6% 20.7% +2.0p.p
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NET EARNINGS Net earnings Parent company Consolidated
(RS million) 2011 2012 Variation (%) Statement of value added 2011 2012 2011 2012
Net earnings growth in 2012 was largely due to the robust EBITDA 456 9 551 7 20.7% REVENUE
growth of the Company’s operating income, resulting from the Depreciation and Sales of goods, products and services 306,410 1,059,706 1,246,026 1,432,038
competitive advantages of its business units. amortization 1104 -126.8 14.9% LONer TOVeNU e DO 2,163 ... 3,587 o 3453,
EBIT 3465 a9 226% Provisions for doubtful debtors — constitution ] G710 (118 . (1.931)_.....(1.009),
The higher operating income was mainly the consequence of “Financial result T 707 437 T 0y 306,437 1,060,751 1,247,682 1,434,482
an increase in revenues in all business segments, in turn due to eome tax f socal T INPUTS ACQUIRED FOR THIRD PARTIES
a gain in market share resulting from high productivity in contribution on net Cost of products, goods and services sold ... (64,180)  (161,827)  (210,685)  (233,796)
services provided. 8AMINGS | 232 1085%. Materials, power, third-party services and Other | oo..vevcvreerceeeneeae! (46,167) ...(123,893)  (161,964)  (171,163),
Minority interests 02 .l Other (4,321) (779) (5,466) (2,688)
Due to the incorporation of the demerged portion of former Net eamings sigs 7057 TTUTIIGRG (114668) ...... (286499) ...... (3781 . 5) ...... (407647)
subsidilary Sgntos Brasil S.A., representing Tecon Santos’s GROSS VALUE ADDED 191,769 774,252 869,567 1,026,835
operations, in 2011 the Company recorded a deferred tax asset DEPRECIATION, AMORTIZATION AND DEPLETION (38.003)  (105.406)  (110,434)  (126,813)
held by Santos Brasil Participacdes S.A., and this had a positive | NET VALUE ADDED PRODUCED BY COMPANY 153,766 668,846 759,133 900,022
impact on the 2011 results: The impact on results from accounting NDEBTEDNESS VALUE ADDED RECEIVED IN TRANSFERS
for accumulated tax losses in 2011 was R$51.8 million. Equity in subsidiaries 197 441 57363 B B
Net debt fell by 27.7% to R$296.7 million at the end Of 2012, e e N
corresponding to leverage of 0.5 times EBITDA. In October 2012, Finandial income e, 81,399 ... 48,769 .. 100,188 ....53.598
in @ move aimed at extending debt maturity and reducing debt 278,840 106,132 100,188 03,598
cost, the Company raised R$150 million at the interbank deposit TOTAL VALUE ADDED TO DISTRIBUTE 432,606 774,978 859,321 953,620
rate (CDI) + 1.29%, with a five-year amortization period. These DISTRIBUTION OF VALUE ADDED 432,606 /74,978 859,321 93,620
resources will be used to strengthen cash holdings and amortize Personnel .........................................................................................................................................................
short-term debt. Direct compensation 22089 146,047 171,412 195,398,
Y S Benefits 736230538 33912 46,105
In 2012, cash equivalents benefited from strong cash generation G e 2,236 ... 8500 ... 9,836 ... 11,799,
270,2 arising from operating activities and amouNnted 10 RET136.4 65,287 ... 185,085 . 215,160 . 253,302
million at the end of the year. Jaxes, harges and CoMt Ut oS, e
246,6 FOdral e (31.126) ....162,189 163,028 237,634
In recognition of the Company’s competitive, solid business A e 8. ..B308 5546 ... 6,102,
21% position, reflecting its continuous improvement in operating MUl e, 9,377...... 32,369 ... 36,829 .. 42,806
efficiency and its stable cashflow generation, ratingsagency e (21.741)......194.931 205403 286542
standard & poor’s elevated its rating on the brazilian National Remuneration of third parties’ capital e
Scale from "brAA" to “brAA+." O O e, 131,257 ... 93,422 147155 97,250
ROl 00280 31,328 .. 45,267 ... 46,314,
OO R PSP PRROPRPRPRRROS 142.498 124750 192422 143.564
Debt and cash equivalents RemuneratlonOfown Capltal .................................................................................................................................
Qe December  December _ Variation Interest on shareholders’ equity 72,868 73,925 .. 72,868 73,925
(R$ million) Curency 31,2011 31,2012 (%) DVIOeNgs 90,000 100,000 . 90,000 ..100,000
Short-term Domestic 295.1 1106 625% /Additional dividends proposed 24,519 ... 31,436 .. 24,519 ... 31,436,
Foreign 513 549  7.0% Retained earnings 29,175 ... 64,851 ... 29,175 ... 64,851
Long-term National 264.9 2054  -22.5% Non-controlling shareholders’ share of retained earnings (consolidation only) - - (226) -
Foreign 938 62.2 -33.7% 246,562 270,212 246,336 270,212
Jotaldebt 7051 433.1....386%,
13% Cash equwalents ......................... 2949 ........... 1 364 ...... _537% The explanatory notes are an integral part of these financial statements.
Net debt 410,2 296,7 -27,7%

2010 2011 2012
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GRI EC

Santos Brasil’s equity capital is represented by 664,161
shares: 454,244 ordinary and 209,917 preferred (known by
Portuguese acronyms ON and PN respectively). The
Company follows the Level 2 Corporate Governance rules
of the Sao Paulo Stock Exchange (BM&FBovespa), on which
its 41,923,000 units trade under the code STBP11. Units are
nominative, registered share deposit certificates with no par
value, each representing one common share and four
preferred shares. Holders of units have all the rights and
benefits accruing to common and preferred shares.

In 2012 the Company’s share performance was
somewhat volatile, possibly caused by regulatory
uncertainty over public concession-holders. The shares
increased in value until April, when the unit price
reached R$34.60, representing a 40% gain in the period.
In September, however, new rules established by the
federal government for the electrical power sector
caused concern in other markets involving the
participation of public concession-holders, which also
depend on government regulations, and speculation

CAPITAL MARKETS

began about the content of a set of official measures for
the port sector, with Santos Brasil shares falling back to a
level of around R$27.30.

However, the Ports Package - announced in December -
maintained equality of competition in the sector and
Santos Brasil shares rose once more, ending 2012 at
R$29.20, up 18.4% for the year. During the same period,
the Ibovespa, the Sao Paulo Stock Exchange’s main index,
rose by 7.4%. Average daily trading volume in 2012 was
R$8.05 million, up 41.98% on 2011. The company’s
shares were traded in 100% of the stock exchange’s
sessions during the year.

Santos Brasil's shares are traded in the Sao Paulo Stock
Exchange’s ITAG index (Differentiated Tag Along Index),
for companies offering better conditions to minority
shareholders in the event of a change in control, and the
IGC index (Differentiated Corporate Governance Index),
made up of corporations that voluntarily follow superior
standards of corporate governance.

Variation in share value on Sao Paulo Stock Exchange — STBP11 vs. Ibovespa index

= A r,']V‘ STBP11

W v

IBOV

May 12~
Jun 12-
Jul 12-

Jan 12~
Fev 12
Mar 12
Apr 12-

Aug 12-
Sep 12~
Oct 12-
Nov 12-
Dec 12-

SANTOS BRASIL | 2012 SUSTAINABILITY REPORT

Average daily

Quantity traded Financial volume volume Closing price
Month (thousand units) (R$ thousand) (R$ thousand) (RS/unit)
A0 e 21810 8115075 400718 26.80
RO e, 097300 183,583.96 .o 966231 i, 3045,
ML ) 238530 .. 173,71345 e 789006 32.00
AL s SOR R L, 101,544.89 T = S 33.20,
MaY e 22310 139,196.70 ... 32702 30.00,
AU e 21230 21802424 I09002T 3060,
AU 07340 12415573 s 291218 31.63
UG e 01040 148,330.37 ! 0490:23 e 33.70,
BP0 80087230 24200007 12,74006 29,00,
Ol e 203020 189,560.38 ..l 861638 ., 29.20,
OV e 200280 184,842.96 .l 972998 ., 27.00
DG e D 2380 L, 191,22350 L1000 29.20,
Jotalin2012 66,12040 ... 1,980,71301 ... 805168 . 29.20,
SHAREHOLDER REMUNERATION Shareholder remuneration (R$ million)
For the year 2012, the Board of Directors approved
the payment of interest on equity and dividends
amounting to R$205.4 million, equivalent to B Dividends
R$0.309 per share and R$1.546 per equivalent unit. 205,4

M Interest on equity 187.4

Company STBP11 units increased

in value by 18.4% over the course
of the year. There was a 42 % rise

in average trading volumes to a

daily average of R$8.05 million.

2007

18,0

2008

85,1

31,5

2009 2010

2011
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ENVIRONMENTAL PERFORMANCE

The year 2012 saw advances in the sustainability department
at Santos Brasil through investment in actions and initiatives to
add value to existing best practices. Recognizing the
importance of this aspect for achieving objectives and fulfilling
its mission, the Company separated its Environment and
Health & Safety management departments, assigning a
coordination department and specific team to each discipline.

In order to align sustainable development concepts and their
applicability to Santos Brasil, in 2012 the Company launched
the “Sustainability Academy,” a program of monthly meetings
with area coordinators to discuss real cases involving the
matter and to conduct exercises on application of indicators at
each unit. The first meeting of the Academy, held in November
at a hotel in Santos, brought together employees from several
different business units.

This program is coordinated by the Sustainability
Committee, a group of 10 key leaders also created in 2012
to define the Company’s Sustainability Policy and track
initiatives under way with creation of performance
indicators to be monitored systematically.

For some time now, the Company has been working to spread
information with the aim of engaging and raising awareness
among employees about the importance of sustainability.
Every year the Company runs an Environment Week at all
business units. In 2012, the week’s theme was “Recycle,
Reuse, Reduce” and, in partnership with SESI (Industrial Social
Service), recycling workshops were held to raise employees’
awareness of the possibility of reusing materials present in
everyday life. In addition to these workshops — which saw the
transformation of plastic bottles into plant vases at Tecon
Santos and Santos Brasil Logistica, newspapers into reusable
bags at Tecon Imbituba, and used cooking oil into soap at
Tecon Vila do Conde-theater performances were given in
operational and administrative areas, involving light-hearted
interaction with employees.

Basing actions on its
Sustainability Policy, in 2012
the Company made progress
in environmental management

and selection of indicators
for systematic monitoring.

EMISSIONS

Compiled with reference to on the standard unit for measuring
the impact of emissions on the planet’s climate, the Santos Brasil
Greenhouse Gas Inventory covers activities performed at
container terminals and in logistics operations, transforming all
gases into CO, equivalent. At container terminals, the company
measures emissions per TEU (twenty-foot equivalent unit)
handled, and measures emissions per container handled at
logistics and industrial customs centers, emissions per pallet (in
and out) at distribution centers, and emissions per kilometer
traveled are recorded at the Road Transport Terminal.

Completed in 2012, the diagnosis identified stable performance
at Tecon Santos between 2011 and 2012, despite the growth of
its operations. This result is considered satisfactory, as the unit
accounts for 75% of Santos Brasil's emissions. The inventory
covers both scope emissions (from the use of fuels) and scope
2 emissions (from electricity use).

Emissions at Tecon Santos EREER

23.230
B Metric tons of CO,e
Kg of CO,e/ TEU handled
18.618
14.547 13 13

2010 2011 2012

Record of emissions (metric tons of CO,e)

M Tecon Santos
M Logistics

Tecon Vila do Conde
M Tecon Imbituba

23.230
18.618
14.547
7.554
6.411
2010 2011 2012

1114
296
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CO,emissions in 2012

M Tecon Santos
M Logistics

Tecon Vila do Conde

M Tecon Imbituba

6.411
21%

1.114

3%

296
1%

23.230
75%
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In 2012, for the first time, the inventory encompassed all
Company operations, with data collected by an in-house team
that has acquired knowledge and experience concerning
relevant indicators since 2007, when Santos Brasil launched its
Carbon Project and began recording its greenhouse gas
emissions at Tecon Santos.

In 2012, the Santos Brasil Sustainable Drivers Program won first
prize in the Mercedes-Benz Environmental Responsibility Awards,
which the automaker presents to its suppliers. This program, run
since 2004 at the Santos Brasil Logistica road transportation unit in
Santos, provides guidance and encouragement to drivers to adopt
best safety practices and the rational use of resources, with direct
benefits for the environment. In 2012 alone, the program led to a
saving of 1.0% in the fleet’s fuel consumption compared to the
previous year, and a 5% reduction in CO, emissions. Various other
benefits are obtained from the program, such as a reduction in
vehicle maintenance costs, lower traffic fine costs and better safety
performance on highways. The amount saved is channeled back to
participating drivers in the form of prizes. IEIEB

A number of other measures are helping to reduce the
Company’s emissions, such as a policy, implemented in 2011,
of compulsory ethanol use in all light vehicles, use of
biodiesel and acquisition of more fuel-efficient equipment,
examples of this latter being Euro V trucks and rubber-tired
gantry cranes (RTGs) — cranes on wheels used to move
containers around yards, replacing less economical reach
stackers. In 2012, 18 new Euro V trucks were acquired for
logistics operations. They represent 16% of the fleet and,
due to their lower fuel consumption, have the potential to
cut greenhouse gas emissions by up to 75%. The Company
also employs route planning and an internal logistics
program to continuously refine vehicle movements, reducing
fuel consumption and greenhouse gas emissions while
making operations faster and safer

\WASTE AND EFFLUENTS

Santos Brasil adopted selective waste collection 12 years ago.
In 2012, the Company applied a methodology for collecting
precise data from all its operations.

Tecon Tecon Vila Tecon

Waste management!" Santos do Conde Imbituba Logistics Total
Hazardous

(Used lube ol (liters) 81.670.0 ... 1023 .. 22,1000 .. 1037802 ... Recycling.

Decontamination

Used lamp bulbs (units) | . 32500 SRR R 32500 ... andrecycling
Septic residues from outpatient

.medicalcare (kg) ] 6200 ... ST e 6200 ... Incineration_
Mix of oil-contaminated solid wastes

Ametrictons) o, 450 A8T o] 154, .....852 .. Processing
Oil-contaminated mud from water-oil

separation system / effluent treatment
Plant Hmetric tons) v 200 e A28 A8 L Processing,
Automotive batteries (Units) | ... 3300 s 1590 e 130 i 3980 ..........] Recydling,
Non-hazardous

Organic waste, road sweepings,

construction work rubble, timber Controlled
AMETICIONS) o) 880.0 ..o 6018 ......2763 ... 22105 s landfill
Scrap tires (UNits) e 317.0 3400 e 20 3530 . Recycling,
.Scrap iron (metric tons) | 2660 e300 3056 ... Recycling
.Paper/plastic (metric tons) ... A0 330 4394 ] Recycling
Scrap glass (metric tons) 5.0 - 5.0 Recycling

—
—_—

The Company’s waste disposal policy is based on environmental
legislation on transportation, handling and disposal methods.
Water discharges are monitored and effluents are treated to
ensure disposal in accordance with legal standards.

Santos Brasil continually seeks out best practices for waste
disposal, involving approval of its suppliers and monitoring of
final disposal to prevent environmental impacts. In 2012,
adaptations were made to comply with the National Solid
Waste Policy (PNRS), which came into effect in the second half
of the year, as part of a process conducted in partnership with
suppliers. All batteries and tires used in operations are
collected by their manufacturers, as determined in legislation,
and sent for recycling.

At Tecon Santos, water is disposed of at two company treatment
plants and effluent quality is monitored. The industrial
wastewater plant treated 2,880 m3in 2012 while the sewage
plant treated 45,508 m3. In the Company’s Logjistics area,
discharges are treated by the public sanitation concession-holder.
In addition, the Company is currently evaluating a number of
projects to reuse treated water. At the Imbituba and Vila do
Conde terminals, water disposal projects are planned for 2013.
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RESOURCE CONSUMPTION

The power used by Santos Brasil is purchased from power
distributors and is obtained from an indirect renewable source
(hydroelectric power plants). In 2012, company power
consumption amounted to 55,801.43 MWh (equivalent to
200,885.148 GJ).

The Company’s power is sourced in line with the Brazilian
electricity grid, which is dominated by renewable sources (89%),
notably hydroelectric power (81.9%) and biomass (6.67 %).
These data are taken from 2012 National Energy Statistics. I

Total power consumption [ 2012
Unit Consumption (MWh)
JeCon SaNMOS e 45,115,
LOgiStCS e, 8,683
JeconVilado Conde ] 1291,
JeconImbituba e 72,
TOTAL 55,801

71

Effluent treated” 2012
.Volume treatedat effluent treatment plant 1 (m?) 45,508.00
Volume treatedatindustrial treatment plant 2 (m3) 2,880.00

(MData from Santos Container Terminal
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Power consumption per business unit

B Tecon Santos
M Guaruja Logistics and Industrial Customs Center
Santos Logistics and Industrial Customs Center
M S0 Bernardo do Campo Distribution Center
Tecon Vila do Conde
Jaguaré Distribution Center
Tecon Imbituba
Road Transport Terminal

2%
1%
0%

Monitoring of southern right whales.

In addition, the Company uses other forms of energy such as LPG
in canteens and small forklifts, ethanol to fuel small vehicles and
biodiesel for the fleet of trucks, RTGs, stackers and generators.

The Company follows a green purchasing process for new trucks,
choosing vehicles with greater autonomy and cutting-edge
emissions technology (such as the use of S50 biodiesel).

In 2012, water consumption at Tecon Santos totaled 46,283
m3, provided by public utility supplies and large bottles of
drinking water.

Water consumption at Tecon Santos" 2012
Jotal water consumption (m?) . 46,283
Public network(m?) e, 46,191
Large bottles of drinking water (m*) ... 92,
Number of employees (average per year) ... ... 1946
Number of service providers (average per year) . 329,

Water consumption per person (employees and

service providers) (m3) 20.6

MOBILITY AND TRAFFIC

Santos Brasil operations mobilize partners, customers and society
to transform the areas around them. Accordingly, each operation
identifies the best ways of supporting public authorities to
optimize positive impacts, such as income and job generation,
and to minimize negative impacts such as congestion on access
roads and in surrounding area.

For example, Tecon Santos receives around 3,000 trucks per day
- this has a major impact on the surrounding community,
intensifying traffic and greenhouse gas emissions.

The truck congestion problem was exacerbated in 2012 by
construction work to upgrade a perimeter road, as part of the
federal government’s Growth Acceleration Program (Programa
de Aceleracdo do Crescimento or PAC), in order to improve road
access to the port. In the quest for a solution to reduce disruption
caused by this construction work to truck drivers and residents
who use the road — the only route connecting downtown
Guaruja with the district of Vicente de Carvalho — a Santos Brasil
engineering team, in partnership with the municipal government
of Guaruja, conducted a study into ways to reduce the impact,
and the solution involved hiring traffic guards to control and
expedite the flow of trucks. The project, led by Santos Brasil and
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paid for by the company together with the other port operators
on the left bank of the port, worked satisfactorily, with traffic in
the area becoming more orderly.

When the completion of the perimeter road is completed,
scheduled by Codesp for March 2013, the Company will gain
productivity, as truck flows will no longer be interrupted due
to train maneuvers.

When the perimeter road is completed - scheduled
by Codesp for March 2013 - the Company will enjoy
productivity gains as truck flows will no longer be
interrupted due to train maneuvers.

At its Vila do Conde and Imbituba terminals, Santos Brasil has
been seeking to apply its experience to act assertively with the
government and civil society to anticipate and resolve traffic
problems — whether by offering more sustainable alternatives,
as in the case of barge usage in Para, or through the joint
creation of a municipal development master plan prioritizing
sustainable development, as in Imbituba. In the latter
municipality, the Company has financed and donated to the
municipal government a project to widen a 4.7-kilometer
stretch of the port access road, from the BR-101 highway up
to the port entrance.
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SOCIAL
PERFORMANCE

Santos Brasil seeks to continually improve its relations with the
communities in which it operates, contributing to their sustainable
development. Based on this effort, the Company devises and
supports social inclusion initiatives, concentrating on education, the
promotion of citizenship development in society. In 2012, Company
investments in projects benefited around 40 organizations through
initiatives implemented across all operations.

Community initiatives interact with workforce-focused training
programs - the Company invests in training students and
residents of the regions around its units, thereby expanding the
supply of trained, specialist manpower to work in the sector.

The Company’s flagship project is the Santos Brasil Formare
School, which since 2009 has been training young people from
the Baixada Santista region to work in the port sector as logistics
operation assistants and port terminal operation assistants. The
course curricula were refined in 2012 to add more logistics
content. Recognized by the Ministry of Education and
conducted in partnership with Fundacao lochpe, the courses are
aimed at 16- to 18-year-old students in their last year at public
high schools on per capita family income of up to half of one
minimum salary. Besides uniforms and meals, students receive a
stipend worth half a minimum salary.

Of the class that graduated in January 2012, six young people
were hired by Tecon Santos and four by Santos Brasil Logistica.
The selection process for courses, held in March 2012, attracted
a record 452 applications. During the year the school provided
training to 39 youngsters, set to complete their course in March
2013. In all, 97 young people have completed the program, 34
of whom have been hired by Santos Brasil. Average starting pay
for these people has been around 30% higher than the market
average, which was R$916.63 per month in 2012 according to
data from the Labor and Employment Ministry. Social programs
such as Formare which provide vocational training thereby
generate economic value and give people the chance to earn
above-average income, benefiting the communities in which the
Company operates.

-~

Alves, a volunteer
il Formare School.

Company initiatives aimed at
communities focus on education,
the promotion of citizenship and
the development of society.
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OTHER NOTABLE INITIATIVES

Pastoral da Crianca — Since 2007, Santos Brasil has supported
this social action entity run by the National Conference of
Bishops of Brazil (CNBB), which focuses on the well-rounded
development of deprived children. The Company fully sponsors
the upkeep of a Pastoral da Crianca-run house, benefiting 13
communities in Guaruja. Monthly sponsorship enables provision
of social support to more than 800 families and monitoring of
1,400 children from conception up to six months of age in a
family and community context. In 2012, the Company also
contributed to activities involving around 120 representatives of
Pastoral da Crianca, including workshops on income generation,
food reuse and the environment developed in partnership with
SESI, a nonprofit social organization for industrial workers. In
addition, these representatives coordinated closely with the
region’s Social Support Network, involving meetings to discuss
topics of interest to the families concerned, such as domestic
violence and family restructuring.

Parceiros da Educacao — Initiated in 2011, this project seeks
to raise the quality of teaching at public schools through
teacher training, investment in infrastructure and greater
integration with the community. It is conducted in partnership
with NGO Parceiros da Educacao (“Education Partners”) and
the municipal government of Guaruja. In 2012, 33 teachers
took courses in Portuguese and Mathematics in order to help

ensure a basic knowledge of these subjects among all students.

Santos Brasil Formare School.

.
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Community mobilized through the Warriors without Weapons project.

Nostra Aldeia — This is a social project run since August 2012
in partnership with Associacdo Palavra de Vida (“Word of Life
Association”) in the Aldeia community in Guaruja. The project
provides jiu-jitsu and digital inclusion classes for around 100
children and teenagers in the community, supported by
volunteers from Santos Brasil. The Company’s partnership also
encompasses other initiatives, such as social and cultural visits,
guidance on oral health, sponsorship for students at regional
jiu-jitsu championships and workshops on income generation in
partnership with SESI for the mothers of students. The
community has also benefited from the donation of more than
150 food hampers and 150 toys, collected by Company
employees who took part in internal indoor football
championships and charity campaigns.

Warriors without Weapons — This social enterprise project,
run by NGO Instituto Elos, mobilized young people from 19
countries, including the residents of three communities in the
Baixada Santista region, in a joint action conducted in July
2012 - the initiative’s sixth edition in Brazil. The project aims to
empower young people to transform their circumstances in
any part of the world. In 2012, 59 young people worked
together for four days with residents of the Aldeia community
in Guaruja and the Morro Sao Bento and Vila Santa Maria
communities in Santos. Besides Brazil, the project involved
people from the following countries: Argentina, Peru,
Colombia, Guinea-Bissau, Egypt, India, Kenya, Curacao,
Mexico, Rwanda, South Africa, Switzerland, the Netherlands,
Slovenia, Canada, Ghana, Turkey and Zimbabwe.

I'm a Volunteer — Santos Brasil encourages its employees to
volunteer and believes that dedicating time and talent to
volunteering generates positive results and can transform the
world we live in. The Company closed 2012 with 180 active
volunteers, up from 98 in 2011.

Volunteering is encouraged among employees.

Children participate in a tennis workshop as part of an education pro
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ject.

Solidarity Campaign — Santos Brasil employees participated
actively in charity campaigns run at all operational units in
2012. In May, the company supported municipal winter
blanket campaigns, collecting more than 1,200 items including
clothes, shoes, blankets and accessories for adults and children.
Childrens’ Month was commemorated with a “Ticket
Solidarity” campaign, which saw more than 500 toys collected.
During end-of-year celebrations, the “It's Time to Celebrate
with the Community” campaign resulted in around 9 tons of
food being collected for charity. Four Municipal Solidarity Funds
and around 50 entities benefited from these donations, which
the Company matched on a one-for-one basis.

Santos Brasil Tennis Open — For the second consecutive
year, in 2012 the Company supported one of the heats of
the ATP Challenger Tour in the city of Santos. The competition,
an opportunity for tennis players looking to compete against
famous athletes in the Association of Tennis Professionals
(ATP) ranking, took place at Santos Tennis Club, with free
entry for the public. World ranking points were awarded,

as well as a prize ofUS$50,000. Santos Brasil is Master
Sponsor of the tour, with the conviction that in addition to
strengthening its brand, the initiative is a social investment
which enhances the quality of life of its employees and the
community, helping people to learn more about the sport.
Around 50 students at the Lucia Flora Municipal School
participated in a special tennis workshop and the Formare
project’s 40 students were also invited to watch matches.
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PARTICIPATION IN TRADE ASSOCIATIONS
AND OTHER ENTITIES ram=E

Santos Brasil interacts with public bodies and society through
its participation in the councils and boards of a number of
entities and associations. The Company is a member of the
Sao Paulo Federation of Industries (Fiesp), which has 140,000
members, the 9,000-member Sao Paulo Center of Industries
(Ciesp) and the 5,000-strong American Chamber of
Commerce (Amcham), important forums for the discussion of
subjects such as competitiveness, ports and infrastructure. The
Company is also a member of the Fiesp High-Level Council for
Advanced Studies (Consea) and its High-Level Council on
Infrastructure (Coinfra), which hold talks and discussions
featuring prominent specialists, stimulating networking and
providing useful information on a national scale.

In addition, the Company deems it strategic to develop its
relationships with centers for academic discussion in the sector
which study logistics and international trade, and which are
potential candidates for the development of research and
innovation. The Company’s relations with teaching institutions
in various locations help to enhance its image globally, attract

Participation in entities

qualified manpower and contribute to alignment between
academia curricula and market needs.

Santos Brasil maintains good relations with different
government areas and entities, and considers it essential to
have healthy interaction with dock companies, customs
authorities, the Brazilian Federal Revenue Service, municipal
governments (in particular the government of Baixada
Santista), and the federal and military police. The fact that the
Company invests in port areas considered important for
national defense — and with great expectations for increasing
movements of high-value merchandise — makes the Armed
Forces, especially the Army and Navy, crucial authorities in the
strengthening of the Company’s institutional relationships.

In terms of resource allocation, in 2012 Santos Brasil made

a donation of R$175,000 to the Public Management
Modernization Program (Programa Modernizando a Gestao
Publica or PMGP), run by the Competitive Brazil Movement
(Movimento Brasil Competitivo or MBC), implemented within
the municipal government of Guaruja with a term running
from March 5, 2012 to March 4, 2013. =68

Member of governance bodies

Member of committees

= Brazilian Association of Port Terminals (ABTP)

= Brazilian Association of Container Terminals of Public Use
(ABRATEC)

= National Federation of Port Operators (FENOP)

= Regional Action Department (Depar) in Santos, part of the Sao
Paulo Federation of Industries (Fiesp)

= Industrial Social Service (SESI)/National Industrial Training Service
(SENAI)

= Ports Commission (Conportos)

= S&o Paulo State Center of Industries (Ciesp)

= Nucleus of Young Entrepreneurs (NJE)

= Institute of Foreign Trade Operation Studies (Icex)

= Brazilian Technical Standards Association (ABNT)

= American Chamber of Commerce (Amcham)

= City Council of Guaruja Municipal Government

= Instituto Alianca Procomex

= Sao Paulo State Docks Company (Codesp) Infrastructure
and Logistics Committee

= Ports Commission of the Commercial and Business
Association of Guaruja (Aceg)

= General Warehouses Sector Chamber

= Terminals and Containers Committee of the Commercial
Association of Santos (ACS)
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AWARDS AND CERTIFICATIONS

Environmental Responsibility Award Mercedes-Benz —
In December 2012, Santos Brasil Logistica came first in the
Environmental Responsibility Awards presented by automaker
Mercedes-Benz to its suppliers. The award was for the
Sustainable Drivers Program, created eight years ago at the
Company’s road transportation unit in Santos to guide and
encourage drivers to adopt best safety practices and rational
use of resources, bringing direct benefits for the environment.
The aim of the Mercedes-Benz awards is to recognize
environmental best practices and promote experience-sharing
between its partners. The judging committee was made up of
environmental specialists from entities such as BNDES (Brazilian
National Development Bank) and universities in Sdo Paulo such
as FEl and Unesp.

Epoca Negécios 360° Awards — Santos Brasil received an
award from annual publication Epoca Negdcios 360°,
recognizing it as one of Brazil's most successful companies.
The magazine invited the country’s 2,000 highest-earning
companies to complete a questionnaire on six different
dimensions: financial health, corporate governance, innovation
capacity, human resources policies, social responsibility and
future vision. To arrive at the results, the magazine’s team
received technical support from Fundacdo Dom Cabral.

"Companies that Communicate Best with Journalists”
award — Santos Brasil was selected for an award by magazine
Negdcios da Comunicacéo, based on a survey of communications
professionals across Brazil aimed at recognizing the quality of
companies’ relations with press professionals and the market.
The survey considered criteria such as access, availability and ease
of obtaining information, and the awards aimed at celebrating
the role of press professionals and contributing to improved
quality and transparency. Santos Brasil’s press relations work

has been conducted by agency Tree Comunicacao since 2008.

Abrasca Award for Best Annual Report — Placed third
among companies with annual gross revenue of under

R$2 billion, in awards presented by the Brazilian Association
of Publicly-Held Companies (Abrasca).

CERTIFICATIONS

Santos Brasil uses an integrated management system that
encompasses leading international standards. The process
for maintaining business unit certifications is continuous
and, when the company is not undergoing audits by
external entities, it conducts internal audits with the
support of an independent consulting firm.

The company’s business units have the following
certifications established by the International Organization
for Standardization (ISO), one of the world’s leading
certification bodies:

I1SO 9001:2008 (quality management) — Tecon Santos,
Vehicle Terminal, Tecon Imbituba, Tecon Vila do Conde, Santos
Logistics and Industrial Customs Center, Guaruja Logistics and
Industrial Customs Center, Sdo Bernardo do Campo
Distribution Center, and Sao Paulo Distribution Center.

1ISO 14001:2004 (environmental management) —
Tecon Santos and Vehicle Terminal.

OHSAS 18001:2007 (health and safety) —
Tecon Santos and Vehicle Terminal.

Health, Safety,Environment and Quality Evaluation
System (Sistema de Avaliacao de Saude, Seguranca,
Meio Ambiente e Qualidade or SASSMAQ) —
Vehicle Terminal and Santos Brasil Logfstica units.

International Ship and Port Facility Security Code
(ISPS Code) — Tecon Santos, since 2005. This certification
is issued by the International Maritime Organization (IMO).
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ABOUT THE REPORT

GRI 1.1

This is the first year in which Santos Brasil has incorporated
Global Reporting Initiative (GRI) guidelines —aimed at
establishing an international standard for reporting economic,
social and environmental performance — into its Annual
Report. This document provides Company information for the
period January 1 to December 31, 2012, encompassing
quantitative and qualitative data on all business units (Tecon
Santos, Tecon Imbituba, Tecon Vila do Conde, Vehicle
Terminal and Logistics). rEExmEA

The Company has always followed a continuous, sustainable
growth model, mentioning its social and environmental policies in
its annual reports, and has published its financial statements since
2006, when it floated on the stock market, with annual reports
produced since 2007. However, in 2011, it began structuring its
sustainability management and to this end conducted an
extensive image and reputation survey of all its stakeholders:
employees, communities (Santos, Guaruja, Sao Bernardo do
Campo, Imbituba and Vila do Conde), society (university
students), customers (ship-owners, importers and exporters), the
government, trade associations, NGOs, labor unions and
investors/shareholders.

The Company’s financial data consolidate information from all
its business units, in line with international accounting
standards and audited by independent auditors Deloitte
Touche Tohmatsu. Some social and environmental information
relates to specific units, with duly identified partial data. These
non-financial indicators were all verified internally. IEIEXE

Key issues for the Company were defined in 2012 by cross-
referencing the results of the stakeholder survey with an internal
analysis conducted by senior management, concerning topics
relevant to stakeholders, a process carried out in partnership
with consultancy Via Gutenberg. &8

The report’s structure was designed in accordance with the GRI
model and key indicators were defined based on the level of
impact and relevance to established relationships. Accordingly,
the Company wishes to widen the report’s audience beyond
shareholders, specialists and the press, and hopes that all
groups defined in its map of stakeholders — prioritized in line
with relevance, impacts and criticality — use the document as a
tool for engagement with Santos Brasil.

The Company’s Sustainability Committee has defined key
topics for sustainability management and reporting in this
document. Initiatives related to these aspects already under
way are presented in the report, and a new action plan was
validated at the end of the second semester of 2012 to focus
on these issues from 2013.

The Company is keen to make progress in introducing a
management model for assessing the social and environmental
impacts of its operations and the organization’s contribution to
generating value for society and the environment. EIER

Requests for clarification about the content of this publication may be made to the Social Responsibility department
(by emailing responsabilidadesocial@santosbrasil.com.br or by telephoning + 55 13 3344-1024) or the Investor Relations
department (dri@santosbrasil.com.br / +55 11 3897-1107). GRi3.4
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APPLICATION LEVELS

Santos Brasil declares that its 2012 Sustainability Report complies with the requirements for attaining level B+, based on the GRI
G3.1 guidelines, as shown in the table below. External checking was conducted by Dr. Priscila Borin Claro, PhD in Social and
Environmental Management and coordinator of Environmental Management and Corporate Social Responsibility at research institute
Insper (Instituto de Ensino e Pesquisa).

C C+ B B+ A A+
Respond to items: Respond to all the criteria The same required for
1.1;2.1102.10; 3.1 to defined for Level C, plus: 1.2; Level B.
3.8;3.10and 3.12; 4.1 3.9,3.13;45104.13;4.16
t0o4.4; 4.14 and 4.15. and 4.17.
Information about G3.1 Not required. o Information about the o Management form o>
management form _% management form for each 5 disclosed for each _5
E indicator category. E indicator category. E
v v v
RESULT E Té E
su Respond to a minimum of £ Respond to a minimum 5 Respond to each essential >
G3.1 performance indicators 10 performance indicators, E of 20 performance indicators, % indicator from G3.1 and the 5
and performance indicators including at leastone from % including at least one from £ sector supplement with due =
of sector supplement each of the following areas = each of the following areas = Consideration for the principle =

of performance: social, of performance: economic, of materiality in one of the

RESULT economic and environmental, human rights, following ways:
environmental. labor practices, society, and a) responding to the indicator; or

responsibility for product. b) explaining the reason for

omission.

EXTERNAL ASSESSMENT OF SANTOS BRASIL'S 2012 SUSTAINABILITY REPORT

Santos Brasil's report is very informative in terms of the commitments undertaken by the company concerning the integration of sustainability
into its strategy. The embedding of sustainability into the company’s different operations, processes and management demonstrates its
concern about its socioeconomic and environmental impacts, as well as its responsibilities in relation to risks inherent to its business model.
One important highlight is the company’s commitment to include social and environmental metrics in its assessments of managers’
performance. This review confirms that the information contained in the report encompasses GRI indicators for level B+.

We identified some possibilities for progress in reporting in order to have greater transparency and clarity about the company’s activities. These
include a clearer explanation of the definition of materiality and the respective weightings of the high-priority themes in indicator 3.5.
Regarding indicator 4.10, a more detailed explanation of the performance self-assessment process for the highest governance body would be
appropriate. Concerning EC2 and EN18, it would also be important to verify all the results obtained from emissions-reduction initiatives.
Finally, information on the organization’s governance arrangements for its donations and its results metrics would add to SO5.

Conclusion:

In general, the report is easy to read and provides information that is very pertinent to the company’s sector and the main impacts inherent to
its business model. Furthermore, the report has a good balance in terms of the publication of qualitative and quantitative indicators. As this is
the company’s first report in GRI format, we suggest that the company also report negative information in subsequent years, not only in the
financial statements, but also in the social and environment fields, as well as difficulties found in planning actions. In addition, it would be
important for the company to make a commitment to targets. One such improvement in this area, to further enrich understanding of Santos
Brasil's actions, could be the inclusion of a table with targets and lessons learned concerning economic, social and environmental performance.

Priscila Borin de Oliveira Claro
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EXTERNAL ASSURANCE LETTER GRI'INDEX

GRI code Indicator Page/response Level of information
r ™) STRATEGYAND ANALYSIS
1.1 Message from the CEO p. 2, p. 80 Complete
\ Global R 5 escrlptlon ofkeylmpacts rlsksandopportun|t|es .......................... p 5p34 Complete ............... .
Reporting ORGANIZATIONAL PROFILE
¥ . 2.1 Name of organization p. 11 Complete
Initiative™ 22 Primary brands, products and/orsenvices  p 11 Complete
2.3 Operational structure of the organization, including main divisions, p.11 Complete

operating companies, subsidiaries and joint ventures

Decla ra;ﬁo Exame do 24 Location of organization headquarters ...l RS L Comelete .
2.5 Number of countries where the organization operates, and names p. 11

of countries with either major operations or that are specifically

N irVEI de Aplica (}50 pEIH G Rl relevant to the sustainability issues covered in the report

26 ] Nature of ownership and legal form . ... Pl COMPlRte
2.7 Markets served (including geographic breakdown, sectors served p. 11 Complete
A GRI neste ato declara que Santos Brasil apresentou seu relatdrio “Relatério de Sustentabilidade and types of customers/beneficiaries)
2012° paraflEERTE S rvicos diielatorio da GRI, quelEaElulu que o relatério Stenda aoskequlsitos g o .c')'f'&'é'a'r'{i'zéii'c}.r{"iHc':l.L'J'o'l fhé R, .bi(').);é.e.smr.].e't. I p 2p e }ﬁ'bl'é;cé' ................

de Nivel de Aplicaciio B+. total capitalization broken down in terms of debt and equity, and

the number of products or services provided
05 Ni'ﬂ'Eis de Aplica;ﬁn da GR' Cﬂl‘l‘luﬁital‘n quantu d'ﬂ‘ CDntEﬂdO das‘ DirEtrizES Ga.l fﬂi ap”t‘.ﬂdﬂ I'lﬁ ............................. y ............ p. .....b.l ........... Y.I ..... p...Y.I .............................................................................................. .

relatério de sustentabilidade enviado. O Exame confirma que o conjunto e ndmero de itens de 22 Stlgnl?cant changesﬁurmg lth de. reptcrawrtm% per|(f)d re%ardmg .|ts N i p- 11 o=
divulgagio exigidos para agquele Nivel de Aplicagdo foram cobertos pelo relatério e que o Sumdrio S rllchgre (;r Ql\(vners 'F_)’ ne UI Ing the S(lnl ing © qr ¢ énﬁes " qpers 1ons
de Contelddo da GRI é uma representagao valida das informagdes exigidas, conforme descritas nas Elbiglg eI Dl gl EIOEIIES Sl 2 EIor, EEgEs [ L

Diretrizes G3.1 das GRI. Para a metodologia, ver www.globalreporting.org/SiteCollectionDocuments/ share capital structure and other capital formation, maintenance,
ALC-Methodology.pdf ceeviverersennn...... 2Nd alteration operations (for private sector organizations). ..
2.10 Awards received in the reporting period p. 79 Complete
Os Niveis de Aplicacdo ndo fornecem um parecer sobre o desempenho de sustentabilidade da REPORT PROFILE
organizacdo relatora nem sobre a qualidade das informagdes contidas no relatdrio. 3.1 Reporting period p. 80 Complete
32 ...Dateofpreviousreport P80 ......Complete
Amsterds, 19 Marco 2013 . Pporiing o e IS ] B TR :
) : 34 Contact point for questions regarding the report or its contents p. 80 Complete
Report scope and boundary
/ 3.5 Process for defining report content (including determining p.2,p.5, p.6, Complete
i Gﬂl REFORT materiality, prioritizing topics within the report and identifying p. 80
ceeeeeeereenan.. o Stakeholders the organization expects to use the report)
3.6 Limits of the report (countries, divisions, subsidiaries, p. 80 Complete
NelmaraArbex ] leased facilities, joint ventures, SUPPIIers) e
Vice-Presidente 3.7 Statement about any specific limitations on the scope No specific Complete
Global ReportNgaetisiie oo OrOUNdary Of the report ] MItations. e
O “+" fol acrescentado a este Nivel de Aplicacio porgue Santos Brasil submeteu (parte de) seu relatério 3.8 Basis for reporting on joint ventures, subsidiaries, leased The comparison base  Complete
a verificagdo externa. A GRI aceita a soberania da prépria organizagdo na escolha da organizagio facilities, outsourced operations, and other entities that is the same. There
responsavel pela verificagdo externa e na decisdo do escopo da verificagio. can significantly affect comparability from period to period were no mergers or
A Global Reporting Initiative (GRI) é wma argonizagfo baseada em redes ploneira no desenvolvimento da estrutura pare eloboragfo de and/or between organizations acquisitions.

relatdrios de sustentobilidode mais usoda mo mundo & estd comprometida com swe melhoria continug e aplicagdo em todo o mundo, As
Diretrizes G3 do GRI estobeleceram of principios ¢ indicodores que af orgonizaptes poden wsar pore medir @ relatar seu desempenho
econdmico, ambientol e social. wwwglobalreporting.org

Isengdo de Responsabilidade: No caso do reloto de sustentobiidode Incluir links externos porg materiols oudiovisuals,entre outros, esta
declaragio ird referir-se openos oo materiol submetido & GRI no momento do Exame em T Morgo 2013, A GRI exclul expressamente a
oplicogio desto declaragbo o olteropdes posteriores oos referidos materials.

M
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Indicador GRI Indicador Pagina/Resposta Nivel de informacao Indicador GRI Indicador Pagina/Resposta Nivel de informacao
3.9 Data measurement techniques and the bases of calculations, p. 80 Complete 4.7 Process for determining the qualifications and expertise of the p. 32 Complete
including assumptions and techniques underlying estimations members of the highest governance body, to define the
applied to compilation of the indicators and other information organization’s strategy for issues related to economic, environmental
....................... A OO e e AN SOl S e
3.10 Explanation of the effect of any restatements of information provided “Highlights” table ~ Complete 4.3 Internally developed statements of mission or values, codes of p. 38, “Mission, Complete
in earlier reports, and the reasons for such restatement (e.g., conduct, and principles relevant to economic, environmental and Vision and Values.”
mergers/acquisitions, change of base years/periods, nature of social performance and the status of their implementation — explain
....................... business measurement MEMtOS) | .. i sttt sttt ens e the degree to which these are applied across the organization in
3.1 Significant changes from previous reporting periods in the scope, None. GRI G3.1 Complete different regions and department/units and relate to internationally
boundary, or measurement methods applied in the report quidelines were e QOO STANGAAS | e e
introduced as of this 4.9 Procedures of the highest governance body for overseeing None. Complete
................................................................................................................ OPOTL, e the organization’s identification and management of economic,
3.12 Table identifying the location of information in the report p. 82, p.90 Complete environmental, and social performance, including relevant risks and
Assurance opportunities, and adherence or compliance with internationally
3.13 Policy and current practice with regard to seeking external assurance  p. 80, p. 81 Complete erearzenenennaneenn 297EEA staNdards, codes of conduct, and prindiples | L e
for the report — if not included in the sustainability report, explain 4.10 Processes for evaluating the highest governance body’s own p. 31 Complete
the scope and basis of any external assurance provided, as well as performance, particularly with respect to economic, environmental,
the relationship between the reporting organization and the and social performance
assurance provider(s) Commitments to external initiatives
GOVERNANCE, COMMITMENTS AND ENGAGEMENT 4.11 Explanation of whether and how the precautionary approach p. 35 Complete
Governance or principle is addressed by the organization (Article 15 of the
4.1 Governance structure of the organization, including committees p. 31 Complete Rio Principles introduced the precautionary approach. A response
under the highest governance body responsible for specific tasks, to 4.11 could address the organization’s approach to risk
such as setting strategy or organizational oversight management in operational planning or the development and
a2 Indicate whether the Chair of the highest governance body isalso ~ p.32  Complete oo Ntroduction of new products.) e e :
an executive officer (and, if so, their function within the 4.12 Externally developed economic, environmental, and social p. 28 Complete
organization’s management and the reasons for this arrangement) charters, principles, or other initiatives to which the organization
g : ororgamzatlonsthathave aumtary o structurestatethe ........... p g Complete ................ subscribes or endorses — include date of adoption, countries/
number and gender of independent members of the highest operations where applied, and the range of stakeholders involved in
governance body and/or non-executive members T8 EVEIORE €IS SOVEITEMEE TN IHEOEE s
P RS S employees toprowde .................... p g S A13 Mermberships of assodiations (such as industry sssociations) andior 578 Compiste
recommendations or direction to the highest governance body — national/international advocacy organizations in which the
include reference to processes regarding: the use of shareholder organization:
resolutions or other mechanisms for enabling minority shareholders 1. holds positions in governance bodies
to express opinions to the highest governance body; informing and 2. participates in projects or committees
consulting employees about the working relationships with 3. provides substantive funding beyond routine membership dues
formal representation bodies such as organization level 4. views membership as strategic
work councils’ and representation of employees in the highest Stakeholder engagement
governance body 4 ] List of stakeholder groups engaged by the organization | p.6,p.-80 ... Complete ...
g i mkagebetween compensatlonformembersof thehlghest .............. p 32p33 Complete ................ s e POl S LU e g Tt o ) S 5 Commiet
governance body, senior managers, and executives (including whom to engage

departure arrangements), and the organization’s performance
(including social and environmental performance)

4.6 Processes in place for the highest governance body to ensure p. 32 Complete
conflicts of interest are avoided
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Indicador GRI Indicador Pagina/Resposta Nivel de informacao
4.16 Approaches to stakeholder engagement, including frequency p. 7 Partial
of engagement by type and by stakeholder group (this could include
surveys, focus groups, community panels, corporate advisory
panels, written communication, management/union structures,
reenreennennennnnen NAOMETVERICIES) | | ettt ettt
4.17 Key topics and concerns that have been raised through p.9 Complete
stakeholder engagement, and what measures the organization has
ererenneneenneennnen SAOPIEA IO TEALINGM || sttt
EC1 Direct economic value generated and distributed, including revenues, p. 60, p. 65, p.66 Partial
operating costs, employee compensation, donations and other
community investments, retained earnings, and payments to capital
....................... Providers and goveInments | | e e
EC2 Financial implications and other risks and opportunities for the p .28 Partial
oo, O0NTZAtION'S activities due to dlimate change
EC3 Coverage of the organization’s defined benefit plan obligations p.42 | Partial .
ECA Significant financial assistance received from government | None. ..Complete
EC5 Range of ratios of standard entry-level wage compared to local p. 42 Complete
....................... minimum wage at significant locations of operation, .o
EC6 Policy, practices, and proportion of spending on locally based p. 7, Average Partial
suppliers at significant locations of operation percentage of
purchases made
locally at different
................................................................................................................ UNIS = 48.8% e
EC7 Procedures for local hiring and proportion of senior management p. 45, Average Partial
hired from the local community (surrounding company sites) at percentage of
significant locations of operation purchases made
locally at different
................................................................................................................ UNIS =48.8% e
EC8 Development and impact of infrastructure investments and services  p. 73 Complete
provided primarily for public benefit through commercial, in-kind, or
....................... ProDON0 eNGAGEMENt | e
EC9 Identification and description of significant indirect economic p. 74 Complete
....................... impacts, including the extent of Impacts e
N T Indirect energy consumption by primary source ) .7 .Complete
N Energy saved due to conservation and efficiency improvements | PO Partial
ENG6 Initiatives to provide energy-efficient or renewable energy based p. 70 Complete

products and services, and reductions in energy requirements as a
result of these initiatives
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Indicador GRI Indicador Pagina/Resposta Nivel de informacao
EN8 .....Totalwaterwithdrawal bysource P73 ] Partial ..
EN9 Water sources significantly affected by withdrawal of water The volume of water Complete
withdrawn is not
eer e u e h st e etttk ne s ns s b st enan s st st essesesesennsasenssnsssessnsensenss SAMHCANE e
EN11 Location and size of land owned, leased, managed in, or adjacent to, p. 13, p.16, p.18, Complete
protected areas and areas of high biodiversity value outside protected p.20, p. 22
e S et e
EN12 Description of significant impacts of activities, products, and services p. 48 Partial
on biodiversity in protected areas and areas of high biodiversity value
ercarrrnnnennenne e QUISIAE PIOTECIR ATBAS | ettt ettt eb st et se bt
RE LI DR FEES OUSUEd OT TSSO e onoecssaceecmeassanmeccal o eomnscecaneaab PETIEL oo
EN14 Strategies, current actions, and future plans for managing impacts on p. 71 Partial
....................... BTy et e 1R AR e
EN15 Number of IUCN Red List species and national conservation list p. 49 Complete
species with habitats in areas affected by operations, by level of
e SNCUON TISK e
EN16 .. Total direct and indirect greenhouse gas emissions by weight | p.68 . . Complete ...
EN17 Other relevant indirect greenhouse gas emissions by weight Other indirect Complete
emissions are not
eer e ae et oAb et e st s esens e s et nb st st st ertensesesnsssenssnssesnaesnsensenss SAMHCGANE e
EN18 Initiatives to reduce greenhouse gas emissions and reductions p. 49, p. 70 Complete
ervrenennenenereen BB R ettt ettt a e s s ettt
L . Ensions ¢ czonceelaing subsEes syweelt Eerien COTRER
. 0%, 50% end gty Sieiflceri el aiesiors oy poane elgl | leritent COTREE
Bl e wEerdedieree oyqueli end dedinaen Bl PETEL
EN22 . Total weight of waste by type and disposal method P70 Complete ...
EN23 ] Number and volume of significant spills . ... e Complete ..
EN25 Identity, size, protected status, and biodiversity value of water p. 71 Partial
bodies and related habitats significantly affected by the reporting
erveeesrennnnnn. OT02NIZAtON'S discharges of waterand runoff, |
EN26 Initiatives to mitigate environmental impacts of products and p. 36, p. 48 Complete
oo, SEIViCeS, and extent of impact mitigation |
LA1 Total workforce by employment type, employment contract, p. 40, p. 42, p. 43  Partial
erreneenenneneneen B OGO ettt s ettt s et h st s s ARkt h et s
LA2 Total number and rate of new employee hires and employee p. 44 Partial

turnover by age group, gender, and region
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Indicador GRI Indicador Pagina/Resposta Nivel de informacao
LA3 Benefits provided to full-time employees not provided to Employees who Complete
temporary or part-time employees, by significant locations work fewer than
of operation, e.g. medical care, disability, maternity, 180 hours per
education and pension contributions month receive

reduced meal
vouchers in relation
to other employees.
All other benefits
are the same.

LA4 Percentage of employees covered by collective bargaining 100% of Complete

e BTN e CTORIOYRES. e
LA7 Rates of injury, occupational diseases, lost days, and absenteeism, p. 45, 46 Partial
reremanennenenennen GG, 0T NUMber of workcrelated fatalities by region |
LA8 Education, training, counseling, prevention, and risk-control p. 46 Complete

programs in place to assist workforce members, their families, or
community members regarding serious diseases

LA10 Average hours of training per year per employee by employee p. 43 Partial
- . SR
LA11 Programs for skills management and lifelong learning that support p. 43 Partial

the continued employability of employees and assist them in
managing their careers

LA13 Composition of governance bodies and breakdown of employees per p. 32, p. 42, p. 43 Partial
category according to gender, age group, minority group
membership, and other indicators of diversity

LA ] Ratio of basic salary of men to women by employee category | .42 ........Complete ...
HR1 Percentage and total number of significant investment agreements  All contracts make ~ Complete
that include human rights clauses or that have undergone human reference to respect
rights screening for human rights,

but there are no
assessments or

metrics for
................................................................................................................ MONIOMNG: et
HR3 Total hours of employee training on policies and procedures The theme is Complete
concerning aspects of human rights that are relevant to operations,  covered in the Code
including the percentage of employees trained — include the type of Ethics, but there
of training, the number of employees trained and the average is no specific
duration of training training.
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Indicador GRI Indicador Pagina/Resposta Nivel de informacao

HR4 Total number of incidents of discrimination and actions taken There were no Complete
reported cases of
discrimination

in 2012.
HR5 Operations identified in which the right to exercise freedom There are no Partial
of association or collective bargaining may be at significant risk, restrictions on the
and actions taken to support these rights right to exercise
freedom of
e B350CIYON
HR6 Operations identified as having significant risk for incidence of child  No unit with the risk Partial
labor, and measures taken to contribute to the elimination of child of child labor was
O -1 OO
HR7 Operations identified as having significant risk for incidence of No unit with a Partial
forced or compulsory labor, and measures taken to contribute significant risk of
to the elimination of all forms of such labor forced or

compulsory labor
was identified.

HR9 Total number of violations of indigenous peoples’ rights There were no Complete
and actions taken reports of any
violations of the
rights of indigenous

peoples.
SO1 Percentage of operations with implemented local community p. 74 Complete
engagement, impact assessments, and development programs
(identify the total number of operations; identify involvement
with the community; report the percentage of operations with
O L
SO3 Percentage of employees trained in the organization’s anti-corruption All employees, when Complete
policies and procedures hired, receive the

"Code of Conduct,”
which details the
company'’s policies,
including its stance
on corruption.

S04 Actions taken in response to incidents of corruption No cases of Complete

corruption were
................................................................................................................ TBEOEEE, e e
SO5 Public policy positions and participation in public policy p. 78 Complete

development and lobbying
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Indicador GRI Indicador Pagina/Resposta Nivel de informacao
SO6 Total value of financial and in-kind contributions to political parties, ~ None. As a Complete
politicians, and related institutions by country concession-holder,
the company is
prohibited from
making any type of
e ORERUGO.
SO7 Total number of lawsuits for anti-competitive behavior, anti-trust There is currently Complete
and monopoly practices, and their outcomes one (1) process
................................................................................................................ UNGETWEY. | .. oeseceneseeseeeeseansnnes
S09 Operations with significant potential or actual negative impacts p. 73 Complete
remenanenneneennen SMUGGALCOMMUNIEIES | ittt e et ea e e e
SO10 Prevention and mitigation measures implemented in operations with  p. 28, p. 73 Partial
oo Significant potential or actual negative impacts on local communities
PR1 Life-cycle stages in which health and safety impacts of products and  p. 50 Complete
services are assessed for improvement, and percentage of significant
....................... products and services categories subject to such procedures
BE prediices cleited o austomer seciadion, melene sl oictnas a7 BEE] o
LT3 Description of policies and programs on the management of p. 70 Complete
environmental impacts, including: 1) initiatives on sustainable
transportation (e.g. hybrid vehicles); 2) modal shift; 3) and route
....................... PINMING || ettt ettt ettt es e e e e e e e s e es s n e £ ne s e e et ss s en bt
LT4 Description of initiatives to use renewable energy sources and to p. 70 Complete
....................... Increase eNergy EffICIBNCY | . . iiiiesie ettt ee s et e s st
LT5 Description of initiatives to control urban air emissions from road p. 70 Complete
transportation (e.g. use of alternative fuels, frequency of vehicle
....................... maintenance, driving styles, e1C.) e
LT6 Description of policies and programs implemented to manage the p. 73 Complete
impacts of traffic congestion (e.g. promoting off-peak distribution,
new inner city transport modes, percentage of delivery by modes of
oo Alernative transportation)
LT7 Description of policies and programs for noise management/ p. 46 Complete
OO .1 135U OO OO PPN P SO UEOT TP TSV UUEUR OO
LT9 Description of policies and programs to determine working hours p. 46 Complete
and rest hours, rest facilities and leave for those driving and
O . 1L 3OO TP SO O OP SOOI
LT11 Description of policies and programs regarding substance abuse (e.g. p. 46 Complete
e JANING AN CAMPAIGNS) e
LT16 Criteria for selecting recruitment and placement services — state how p. 45 Partial

these criteria relate to existing international standards such as the
conventions of the International Labor Organization (ILO)

GLOSSARIO

| GRI 3.12|

American Chamber of Commerce (Amcham): Entity that
acts to promote services for the business community.

Annual General Meeting: Meeting of a company’s
shareholders, which it is mandatory to convene, to examine
the company’s results, read, discuss and vote on board reports
and elect its fiscal council.

Brazilian Association of Container Terminals of Public
Use (ABRATEC): Association established in 2002 to represent,
at a national level, tenant companies at specialized container-
handling port terminals of public use.

Brazilian Association of Port Terminals (ABTP): Nonprofit
civil society, based in Rio de Janeiro, representing more than
100 port terminals of exclusive, mixed and public use.

Brazilian Technical Standards Association (ABNT): Entity
responsible for setting technical standards in Brazil, providing
the necessary basis for Brazilian technological development.

Commercial and Business Association of Guaruja (Aceg):
Entity that represents the business community in the
municipality’s organized society.

Commercial Association of Santos (ACS): Institution
representing the general interests of companies in Santos.

Competitive Brazil Movement (Movimento Brasil
Competitivo or MBC): Civil society organization of public
interest that seeks to contribute to improving the population’s
quality of life by enhancing the country’s competitiveness.

Cross-docking: Distribution process in which goods received
are redirected without prior storage.

Distribution Center (Centro de Distribuicao or CD in
Portuguese): Unit that stores products (its own or those of
third parties) in order to subsequently dispatch them to other
units, branches or customers.
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Double-hoist Portainer: Equipment used in a port area to
load and unload containers. Double-hoist Portainers are
capable of handling up to four 20-foot containers or two
40-foot containers at the same time.

Drewry Shipping Consultants: English consultancy firm that
specializes in shipping sector research.

EBITDA: Acronym for Earnings Before Interest, Taxes,
Depreciation and Amortization.

Employees: These include direct employees hired under the
Brazilian CLT regime and interns.

Gate: Access gate at terminals.

Global Reporting Initiative (GRI): Non-governmental
organization that promotes the production of sustainability
reports, establishing principles and indicators which
organizations can use to measure and report their economic,
environmental and social performance.

Greenhouse gases (GHGs): Gases that make up the
atmosphere, of natural or man-made origin, which absorb and
re-emit infrared radiation to the Earth’s surface and
atmosphere, causing the greenhouse effect (source:
mudancasclimaticas.andi.org.br).

Health, Safety, Environment and Quality Evaluation
System (Sistema de Avaliacdo de Saude, Seguranca,
Meio Ambiente e Qualidade or SASSMAQ): Evaluation
method created and required by the Brazilian Association of
Chemical Industries (Abiquim) and implemented by the
elements that make up a given logistics chain.

High-Level Council for Advanced Studies (Consea): An
organization run by Instituto Roberto Simonsen (IRS) with the
aim of studying, researching and discussing fundamental
issues related to sustainable development in a comprehensive,
interdisciplinary manner.
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High-Level Council on Infrastructure (Coinfra): A strategic
technical entity of the Sdo Paulo State Federation of Industries
(Fiesp), coordinated by Instituto Roberto Simonsen (IRS), with
the aim of debating, studying and proposing policies in the
field of infrastructure.

Industrial Social Service (SESI): Private entity, under the terms
of civil law, structured on a federative basis, that provides social
services for industrial and related workers across Brazil.

Institute of Foreign Trade Operation Studies (Icex):

A group of users of simplified clearance services that act in
government bodies in the pursuit of solutions to facilitate
foreign trade operations.

International benchmarking: Consists of evaluating
products, services and processes, comparing them with those
of competitors recognized as leaders in the appraised areas.

International Organization for Standardization (1SO):
One of the world’s leading certification entities. A non-
governmental organization headquartered in Switzerland
whose function is to develop and promote globally accepted
norms, standardizing products and services so that their
quality is continually improved.

International Ship and Port Facility Security Code

(ISPS Code): International code aimed at the security and
protection of ships and port facilities, developed by the
International Maritime Organization (IMO), part of the United
Nations, and approved by the Brazilian government through
legislation. It was created following the terrorist incidents in
the United States of September 11, 2001.

Key issues: Subjects that are fundamental and strategic to
the full, successful functioning of something. In this specific
case, they are subjects that are fundamental and strategic to
the functioning of Santos Brasil's business.

Leasing agreement: Private leasing instrument entered into
by a port authority with a respective tenant. Contractually
guarantees the concession of an area for a given time, as well
as the achievement of quality targets in the execution of
activities and user service standards.

Logistics and Industrial Customs Center (Centro Logistico
e Industrial Aduaneiro or Clia in Portuguese): Goods
storage facilities that offer storage and logistics services to
operate in the special customs warehousing regime.

Market share: The proportion of a market that a company
has in its sector or in the sector of a given product.

Mobile Harbor Crane (MHC): A mobile, rotating crane whose
function is to load and unload containers onto/from ships.

Moves per hour (MPH): Productivity indicator that gauges
the number of containers moved per hour.

National Federation of Port Operators (FENOP): Second-
level union entity that brings together and represents the
economic category of port operators.

National Industrial Training Service (SENAI): Federatively
structured system that runs an array of vocational training
programs, seeking to meet the shortage of industrial
manpower in Brazil, always in line with the specific
characteristics of each region of the country.

National Institute of Meteorology, Quality and
Technology (Inmetro): Federal body reporting to the Ministry
of Development, Industry and Foreign Trade, which acts as the
Executive Secretariat of the National Council of Metrology,
Standardization and Industrial Quality (Conmetro), an inter-
ministerial entity that is the regulatory body of the National
System of Metrology, Standardization and Industrial Quality
(Sinmetro).

Navis system: Software for controlling and planning yards and
ships. It speeds up data transmission and integrates the
operational activities within a terminal area. Supplied by a US
company, it is used in the most modern ports around the world.

Nine Box: Matrix tool used to evaluate and produce a plan for
a company’s employees, based on two factors, in most cases
performance and potential.

Nucleus of Young Entrepreneurs (NJE): Composed of
young businesspeople from all kinds of industries, this
organization seeks to prepare new leaders and successors with
a profile aimed at expanding their companies, trade
associations and representative participation in the political
economy of Sdo Paulo and Brazil.

Occupational Health and Safety Assessment Services
(OHSAS): A tool enabling companies to attain and
systematically monitor and improve their level of workplace
health and safety performance in line with parameters
established by it.

Optical character recognition (OCR): Technology that
recognizes characters from an image file or map of bits,
whether handwritten, typed or printed.

Order of Attorneys of Brazil (OAB): Most senior entity
representing Brazilian lawyers, and responsible for regulating
the legal professional in Brazil.

Pallet: A structure, generally made of wood or plastic, used to
stack and transport materials, moved by a forklift.

Picking: Also known as order picking (the separation and
preparation of orders), this consists of collecting certain
products in a warehouse in line with customer needs.

Portainer: Super-sized quay crane.

Ports Commission (Conportos): National Commission for
Public Safety in Ports, Terminals and Waterways, created by
Decree 1,507 of May 30, 1995, amended by Decree 1,972 of
July 30, 1996. Conportos is staffed from the ministries of
Justice, Defense (represented by Navy Command), Finance,
Foreign Relations and Transport.

Post-Panamax: Class of ships with dimensions larger than
those of Panamax-class vessels, i.e. ships that are too big to fit
through the Panama Canal’s locks.

RTG twin picks (rubber-tired gantry cranes): Cranes on
wheels that used to move containers around yards. Twin pick
models are capable of hoisting two 20-foot containers
simultaneously.
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Sao Paulo State Center of Industries (Ciesp): Nonprofit
civil entity, founded in 1928, which brings together industrial
companies and their parent companies, and associations
related to the productive sector, as well as companies focused
on activities directly related to the interests of industry.

Sao Paulo State Docks Company (Codesp): Federal entity
reporting to the Presidential Special Ports Secretariat
(Secretaria Especial de Portos or SEP). Its role is to administer
and commercially exploit the Port of Santos.

Sao Paulo State Federation of Industries (Fiesp): Biggest
trade association in Brazilian industry. Represents around
130,000 companies in various sectors, of all sizes and in all
kinds of production chains, distributed in over 130 employers’
unions. Its mission is to represent the productive sector, defend
private enterprise and the market economy, and be alert to
national issues that affect industrial activity and the
development of the country.

Securities and Exchange Commission of Brazil (Comissao
de Valores Mobiliarios or CVM): Body reporting to the
Ministry of Finance that, together with the Corporation Law
(Law 6,404 of 1976), governs the functioning of the securities
market and the action of its players.

Shared value: Operational policies and practices that improve
a company’s competitiveness while enhancing the
socioeconomic conditions of the communities in which it
operates. The generation of shared value is focused on
identifying and expanding the link between social and
economic progress.

Social and environmental responsibility: Set of practices,
actions and initiatives capable of making effective the principle
of social and environmental functions, whether under the
scope of governments, enterprise or non-governmental
entities, through the adoption, implementation and
management of social and environmental activities to benefit
the community, enhancing people’s quality of life and human
development.

Special Enclosure for Export Customs Dispatch (Recinto
Especial para Despacho Aduaneiro de Exportacao or
Redex): Warehouse regularized by the Brazilian Federal
Revenue Service, in which goods for export go through customs
clearance.
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Stakeholders: All those directly or indirectly involved in the
projects, activities, businesses and operations of an
undertaking (shareholders, lenders, customers, suppliers,
employees, consultants, communities, government, trade
associations and non-governmental organizations, among
others).

Standard & Poor’s Rating Services (S&P): Credit rating
agency that publishes analyses and research about stock
exchanges, securities and companies.

Supply chain management (SCM): System through which
organizations and companies deliver their products and
services to their customers in a network of interconnected
organizations. It is governed by a set of techniques and tools
to improve management of the supply chain and contribute to
improving strategies and production.

Sustainable development: Strategy for developing economic
activity in harmony with social demands and issues and the
conscientious use of resources available in the environment.

Tag along: Mechanism for protecting a company’s minority
shareholders, guaranteeing them the right to leave the
company, if control of it is acquired by an investor that until
then was not a part of it.

TEU (twenty-foot equivalent unit): Unit equivalent to a
20-foot-long container.

Transtainer: Equipment in the form of a gantry crane on
wheels used to move containers. Standard Transtainers are
typically capable of handling 40 tons and can stack as many as
five containers.

Value chain: The set of related activities performed by an
organization, spanning relations with supplier, production and
sales cycles, and the phase entailing distribution to end
consumers. Each part of this chain is interlinked. The concept
was introduced by Michael Porter in 1985.

DEMONSTRACOES

FINANCEIRAS
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INDEPENDENT
AUDITOR'S REPORT

INDIVIDUAL AND CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 2012, AND REPORT
BY INDEPENDENT AUDITORS ON THE FINANCIAL STATEMENTS

To the Directors and Shareholders
of Santos Brasil Participacdes S.A.
Sao Paulo - SP

We have audited the accompanying individual and consolidated financial statements of Santos Brasil Participacdes S.A. (the
“Company”), identified as Parent and Consolidated, respectively, which comprise the balance sheets as of December 31, 2012, and
the statements of income, comprehensive income, changes in equity and cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of the individual financial statements in accordance with
accounting practices adopted in Brazil and the consolidated financial statements in accordance with International Financial Reporting
Standards - IFRS, issued by the International Accounting Standards Board - IASB, and in accordance with accounting practices
adopted in Brazil, and for such internal control as Management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit. We conduct our audit in accordance
with Brazilian and International Standards on Auditing. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the Company’s preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by Management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
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OPINION ON THE INDIVIDUAL FINANCIAL STATEMENTS

In our opinion, the individual financial statements present fairly (Parent), in all material respects, the financial position of Santos Brasil
Participacoes S.A. as of December 31, 2012, and its financial performance and its cash flows for the year then ended in accordance
with accounting practices adopted in Brazil.

OPINION ON THE CONSOLIDATED FINANCIAL STATEMENTS

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial position of
Santos Brasil Participacdes S.A. as of December 31, 2012, and its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with IFRS issued by IASB and accounting practices adopted in Brazil.

EMPHASIS OF MATTER

We draw attention to Note 2 to the financial statements, which states that the individual financial statements have been prepared in
accordance with accounting practices adopted in Brazil. These practices differ from IFRS applicable to the individual financial
statements only with respect to the valuation of investments in subsidiaries by the equity method of accounting, while for IFRS
purposes these investments would be measured at cost or fair value. Our opinion regarding this matter is unqualified.

OTHER MATTERS

Statements of value added

We have also audited the individual and consolidated statements of value added (“DVA”") for the year ended December 31, 2012,
prepared under the responsibility of the Company’s Management, the presentation of which is required by the Brazilian Corporate
Law for publicly-traded companies and as supplemental information for IFRS. These statements were subject to the same auditing
procedures described above and, in our opinion, are fairly presented, in all material respects, in relation to the financial statements
taken as a whole.

Individual and consolidated financial statements for the year ended December 31, 2011

The individual and consolidated financial statements for the year ended December 31, 2011, presented for purposes of comparison,
were previously audited by other independent auditors, and their report thereon, dated January 31, 2012, did not contain any
modification.

The accompanying financial statements have been translated into English for the convenience of readers outside Brazil.

Sao Paulo, January 31, 2013

DELOITTE TOUCHE TOHMATSU
Auditores Independentes

Walter Dalsasso
Engagement Partner
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BALANCE SHEETS

AS OF DECEMBER 31, 2012 AND 2011

(AMOUNTS EXPRESSED IN THOUSANDS OF BRAZILIAN REAIS - R$)

Parent Consolidated Parent Consolidated

2012 2011 2012 2011 2012 2011 2012 2011
ASSETS Note (Reclassified) (Reclassified) LIABILITIES AND SHAREHOLDERS' EQUITY Note (Reclassified) (Reclassified)
CURRENT ASSETS CURRENT LIABILITIES
[Cash and cash equivalents | ... 8 14542 222557 136494, ... 260831, Borrowings and finanding s [N 124061 305830 .. 131.876 ... 312073,
Restricted short-term investments | .o S T, 28023 e e 28023 DEDENUIES e L1 33671 ... 34344 ... 33.671 ......34344
Jradereceivables | o et D i 100.809 ... 17829 ... 134.799 ... 104.697, Jrade Payables | ... et e 44768 ......... 40491 .....37.180 | ..53459
AVENTOTIES | e G 4003 10833 15814 L1218 FPayrolland related taxes | e 32841 ... 34.988 ... 46.387 ... 46.722,
CUmenttax assels | W aoe 6638 ... 10483 9.247. Jaxespayable 1000, 18626 20472 25.969.
Dividends receivable | . s 6355 . 9263 e, Dividends and interest on capital payable | | ..., 64.569 ......... 63.620 ... 64.569 ........83.620,
FrePAd @PONSES | ettt et et e O et D2 s LAY S 1029 SWADOPRIAIONS | | ettt 29.0.0) L 22 et 2 S 23.
SWAPOPEIAUONS || || o\t 2901 . 429 4822 . 433 s 4959, OMherpayables e 59 356 64 1.305
Loansreceivable | e, L e 4364 s e - Jotal current liabilities | ... 320.726 498.307 358.267 539.545
OHNELASSELS ettt 4.036 1.652 5.761 3.625
JOtal CUITENT ASSELS ..ottt ettt et 215778 366.603 310907 430.329
NONCURRENT ASSETS NONCURRENT LIABILITIES
Jade receivables | e 9 14230 10207 A0 9.889, Borrowings and finanding | ..o 12 252318 ... 310821 ... 267.600 ....... 325.463
ESCTOW DEROSIS . ettt 18 ... 140.763 ... 122241 152913 ... 133.864. DEDRNMUIES sttt e st et 16, . RIS 33182 e R 33.182
Deferred tax assets o 260) s R 1486 ] 183 . 1486, Deferred taxes on courtordered debts | s RSN e 1305 1232,
.Gourt-ordered debts receivable | | .. 10, e, SRR e 3.839 . 3.623, Lrovision FOrFiskS. o 18, 130162 ... 108698 ... 135189 ... 111.332
SWaR OPEIAtIONS || | .ottt 2900 2504 .. 4272 .. 2504 4272, Deferred tax liabilities e 280D 21355 e, e, 33.604 ... 9.960,
OINEL SIS ettt etz e BN B s 9.573 ... 10273 . 10033 Jaxesinnstallments | ettt R e RS 4836 ... 4.836
AOVESTENTS 12818848 387.999 e, Actuarial liabilities - post-employment benefit | ... 28 ....20039 Teeereenene WAL .
Froperty, plant and equipment s 13, 991.280 ... 996.131.....1.143648 1.133.357 Oter iabilities .. ettt - - 3.839 2.183
dntangible assets | ..t 309.878 338.148 548.424 586.530 Jotal noncurrent liabilities | .o 413.874 452.701 459.834 488.388
Jotal NONCUIMENt BSSETS | ...ttt eseseesseeees 1887.723 1870057 18/6.005 1883056
.......................................................................................................................................................................... SHAREHOLDERS' EQUITY
DIl 20.a) ....1062:576 | 1.053.893 1062576 ..1.053.893
Capitalreserve | e 200D L 53.281 ... 47783 ... 53.281 ... 47.783,
EAIINGSTBSOIVE ettt es ettt cenes 200 ....224308 . 159.457 ... 224308 ... 159.457,
.Froposed additional dividends | ... 209 31436 ... 24519 ... 31436 ... 24519,
........................................................................................................................................................................... Other comprehensive income (l0ss) ... 298, (2.700) - (2.700) -
OO OSSOSO OO OO OO OO OO O OSSOSO OO O Os OO o TOMAl BGUILY et 1.368.901 . 1285652  1.368.901 1285652
TOTAL ASSETS 2.103.501 2.236.660 2.187.002 2.313.585 TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 2.103.501 2.236.660 2.187.002 2.313.585

As notas explicativas sao parte integrante das demonstragdes contabeis.
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STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

(AMOUNTS EXPRESSED IN THOUSANDS OF BRAZILIAN REAIS - R$)

Parent Consolidated
Note 2012 2011 2012 2011
NET REVENUES 21 969.493 279.488 1.293.169 1.124.670
e T e i
GROSS PROFIT 478.680 107.998 602.273 498.756
OPERATING INCOME (EXPENSES)
Selling expenses 22 27.537) ... (4.940) (39.636) .. (30.170).
_General and administrative expenses 22 (100400) (49.800)  (122.880)  (104.593)
.Goodwill amortization (15.617) ... (G.14n . (15.617) ... (15.616)
Bauity inearnings 57.363 197441 . SRR -
_Other operating income 232082 659 .....3452 . 383
_Other operating expenses .23 (779) (4.382) (2.688) (5.708)
Ol (84.808) 133837  (177.369) . (152.256)
OPERATING INCOME BEFORE
FINANCIAL INCOME (EXPENSES) 393.872 241.835 424904 346.500
FINANCIALINCOME (EXPENSES)
Financial income 28 48.769 81.399 53.598 100.188
Financial expenses 24 (93.422) (131.257) (97.250) (147.155)
Jotal financial income (expenses) (44.653) (49.858) (43.652) (46.967)
INCOME BEFORE INCOME TAX AND
SOCIAL CONTRIBUTION 349.219 191.977 381.252 299.533
INCOME TAX AND SOCIAL CONTRIBUTION
JIncome tax and social contribution - current 26a) . (54.569) .. S (82.630) . (86.808)
Income tax and social contribution - deferred 26.a) (24.438) 54.585 (28.410) 33.611
Total income tax and social contribution (79.007) ... 54.585  (111.040) (53.197),
NET PROFIT FOR THE YEAR 270.212 246.562 270.212 246.336
ATTRIBUTABLE TO SHAREHOLDERS
Controlling shareholders 270212 246562 270212 246.562.
Noncontrolling interests | ... ..ot - - - (226)
270.212 246.562 270.212 246.336
BASIC EARNINGS PER SHARE
OmIMON 27.a) 0,407 0,374 0,407 0,374
Preferred 27.a) 0,407 0,374 0,407 0,374
DILUTED EARNINGS PER SHARE
COMION 27.b) 0,405 0,372 0,405 0,372
Preferred 27.b) 0,405 0,372 0,405 0,372

The accompanying notes are an integral part of these financial statements.

STATEMENTS OF
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COMPREHENSIVE INCOME (LOSS)

FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

(AMOUNTS EXPRESSED IN THOUSANDS OF BRAZILIAN REAIS - R$)

Nota explicativa

Parent

Consolidated

2012 2011

2012 2011

NET PROFIT FOR THE YEAR

270.212 246.562

270.212 246.336

OTHER COMPREHENSIVE INCOME (LOSS)
Post-retirement healthcare obligations 28

TOTAL COMPREHENSIVE INCOME
(LOSS) FOR THE YEAR

ATTRIBUTABLE TO
Controlling shareholders

267.512 246.562

267.512 246.336

267.512 246.562

267.512 246.562
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STATEMENTS OF CHANGES
IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

(AMOUNTS EXPRESSED IN THOUSANDS OF BRAZILIAN REAIS - R$)

Parent Parent Consolidated
Capital reserve Earnings reserve
Equity
Additional Other  attributable to
Stock option dividends Retained  comprehensive Company’s  Noncontrolling

Note Capital plan Others Legal  Investment proposed earnings income owners interests Equity
BALANCES AS OF DECEMBER 31, 2010 1.042.070 24.872 24.375 11.276 89.006 22.862 - - 1.214.461 (752) 1.213.709
Dvidends paid e e e e 22862) o me....\22862) - (22.862)
Net profit for the year e T e e et S 246.562 S 246.562 . (226)........... 246,336,
Stockoptionplan 25 e O ST SRR T SRR SRR ST 4004 SR 4.014,
Option exercised 2501823 S S e et e e S 11823 S 11823
AlOcation OF NELPIOMIE: | e e
Lkegalreserve 209 ) SRR SRR S 12328 T S (12.328) i SRR ST SRRV -
. Interim dividends paid 200 e oo S e et SR (90.000) . S (90.000) S (90,000,
. Intereston capitalpaid 200 e S S e et S (72.868). ... S (72868 ... SR (72.868).
.. Investment and expansion reserve . 200 ] e SR SO e 40847 e (48.847) i e M P "
.. Proposed additional dividends ... 20d) SR S SR SR T 24519 .. (24.519) e e e "
‘Change in subsidiaries’ inferest e o SATE) e L O S S (BAT8) .o T (4.500),
BALANCES AS OF DECEMBER 31, 2011 1.053.893 28.886 18.897 23.604 135.853 24.519 - - 1.285.652 - 1.285.652
DIdends paid e e oo e RAS19) e RAST) L 24519)
Netprofitforthe year . SRR ST ST ST L S 270212 ] SR 270212 S 270212,
Actuarial liability - health care
.expenses - Company and subsidiaries ... 28 i M S SR SR P M M (2.700) ... (2.700) o M (2.700).
Stockoptionplan 23 AU 2498 ST ST SO RTINS URTRRR SRR DA e 2498
Option exercised . 25 . 8683 . SRR ST ST SO SRR SRR SRR 8083 e, 8.683
AlOCEHION OF NBLDIO ettt et e e
LLegalreserve | e, 20.0 ] SRR SRR SR 1350 ) L S (U321 ] SRR SRR SRR .
. Interim dividends paid | 200) ] SRR SRR SRR SRS L SR (100.000) 1o SR (100.000) ..o SRR (100.000),
. Interest on capitalpaid 200) ] SRS SRS SRR SRS L SO (73.920) .o SR (73.925) i S (73.925),
..Proposed additional dividends ... 20d) M P, M S T s 31436 (31.436) ... e M T
.. Investment and expansion reserve . 200 M e M e 51,340, e T (51.340) . e M T
BALANCES AS OF DECEMBER 31, 2012 1.062.576 34.384 18.897 37.115 187.193 31.436 - (2.700) 1.368.901 - 1.368.901

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF
CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

(AMOUNTS EXPRESSED IN THOUSANDS OF BRAZILIAN REAIS - R$)

Parental Consolidated Controladora Consolidado
2012 2011 2012 2011 2012 2011 2012 2011
CONTINUED OPERATIONS CONTINUED OPERATIONS
CASH FLOW FROM OPERATING ACTIVITIES CASH FLOW FROM INVESTING ACTIVITIES
Income before income tax and social contribution 349219 191977 381252 299.533 .Purchase of property, plant and equipment (71.456) . (137.457)  (98.399)  (195272)
Adjustments to reconcile net profit to net cash provided by operating activities: .Sale of property, plant and equipment 677 e, 65 1264 . 1414
.. Inflation adjustment and exchange rate changes 8965 ... 11299 ... 95% ... 16.961 JIncrease in investments in subsidiaries e (10.381) .....36.057) ... STUTRRTR .
Depreciation and amortization 105.406 38.003 126.813 110.434 (Acquisition of subsidiaries’ interest e SUURURR e, ] (4.500)
.. Accrued and written-off unfeasible investment projects L 3E87 - 4352 ncrease in intangibleassets (1.089) @1 (1140 (1.436)
OIS ON fOr ISk e 21464 . 8537 ... 23.657 .. 24162 Merger of Santos:Brasil S.A. e, ST 98776 il STURR .
Equity in subsidiaries (57.363) . (197.441) - - _Merger of Nara Valley Participacoes S.A. e, VTR 6 e, STTURR -
CStock option plan e 5303 3857 5498 4014 Dividends and interest on capital 40400 96262 S -
e e Bl R whs. T IR 0% P s S
ol g e s 0 SR S TN A [S— 2 L128 . s e e T o e
Intereston debentures . ABI5 10542 4815 10542,
et On 0ans e, 37.756 34.736 39471 38.495 CASH FLOW FROM FINANCING ACTIVITIES
__Interest on capitalized loans 1437 12204 1448 12.748 Stockoptionplanreceived 8683 11823 8683 11823
......................................................................... 481,925 117.680 599398 521085 S .., 168.658 330226176244 366.400
oans paid e (435.182)  (105.584)  (440.988)  (160.647)
Increase (decrease) in operating assets: . Gains (loss) on swap operations e 7005 .. 737 7045 (6.782),
Trade receivables (27.009) (22.589) .  (34.224) (46.102) Interest paid on debenturesfloans (61315 .....(41.270)  (63339) (46.165)
BRI o L. R D P O it T I A R e e b S
CCumentyear ®117) 3719, G236 7.052. Net cash provided by (used in) financing activities (509.644) 30393 (509.748) 1,564
e e
Escrow deposits (18.522) (6.966) (19.049) (22.580)
loansreceivable . A36& 20081 - INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS FROM
LONer A etS e (3.027) ... 2777 (2890) ... (224), DESCONTINUED OPERATIONS (147.915) 211035  (130.387)  184.265
Increase (decrease) in operating liabilities: INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
Jrade payables e 4277 9150 ... 1701 2158 O ASH RE R S E N e D B e
Payrolland related taxes e 833 ... 8961 ... (335)......... 8.902 .Cash and cash equivalents at the beginning of year 222.557 ... 11.522  266.83] 82.566
Taxespayable (1.026) . (508) (1523 11723, Cash and cash equivalents at the end of year 74642 202557 136444 266831
L Accounts payable e TR SR 1,656 ... A (147915  211.035  (130387)  184.265
LLoans payable e ST 28234 SRR SO TP TP T TP TS OP PSSP
oo palEble. i e i R
.................................................................................................. _on o) 024 G2 e ot e e ot o e e et
L s o SRR TN,

Net cash provided by operating activities 375.555 160.002 449.613 385.571
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STATEMENTS OF CORPORATE INFORMATION
VALUE ADDED

FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011 BOARD OF DIRECTORS

(AMOUNTS EXPRESSED IN THOUSANDS OF BRAZILIAN REAIS - R$) L .
Veronica Valente Dantas — Chairman

Controladora Consolidado Richard Klien — Vice-Chairman
2012 2011 2012 2011 José Raul Sant’Anna — Member
REVENUES Marcos Nascimento Ferreira — Member
Goods, products and services sold 1.059.706  306.410 1.432.038 1.246.026 Maria Amalia Delfim de Melo Coutrim — Member
D S G R G Andreas Klien — Member
Y (recognmon) ......................................... (111 .8.) ............ (571) ......... (1009) ......... (1931 .).. Hans. J. F. Peters — Independent member
............................................................................................... TR 0543 Tasiisr 340 eed Wallhm Cruz de Vgsconcellos Junior  Independent member
INPUT FROM THIRD PARTIES Alcides Lopes Tapias — Independent member
.Gost of goods, products and services sold, | (161.827) .....(64.180)  (233.796)  (210.685)
Materials, power, third-party servicesand others | ... (123.893) . (@e1en  (171.163) | (161.964)
Ohers (779 @3 ety (5460
(286.499)  (114.668)  (407.647)  (378.115) FISCAL COUNCIL
GROSS VALUE ADDED 774.252 191.769  1.026.835 869.567 .
Gilberto Braga
DEPRECIATION, AMORTIZATION AND DEPLETION (105.406) (38.003) (126.813) (110.434) Leonardo Guimaraes Pinto
Antonio Carlos Pinto de Azeredo

NET VALUE ADDED 668.846  153.766  900.022  759.133 Axel Erhard Brod
VALUE ADDED FROM TRANSFER
Equity insubsidiaries e 57,363 197441 ... .. e
Financial income 48.769 81.399 53.598 100.188
............................................................................................... 106132 278840 53598 100188 STATUTORY EXECUTIVE BOARD
VALUE ADDED TO BE DISTRIBUTED 774.978 432.606 953.620 859.321 Antonio Carlos Duarte Sepulveda — Chief Executive Officer
DISTRIBUTION OF VALUE ADDED 774 978 432.606 953.620 859 321 Wgshington Cristiano Kato — Chilef Financigl Office.r and Investor Relations Officer
Personnel- Caio Marcelo Morel Correa — Chief Operations Officer
LDirectcompensation 146047 55689 195398 171412 o santos Salgado = Chiet Commerdal Officer
BT e 30538 ...7362 . 46.105 . 33.912,
G 8.500 2.236 11.799 9.836
TS OO OO E U U OO UE TR UUUOUTRTRRRO 185.085 65.287 253302 215.160 HEADQUARTERS
Jaxes, rates and COMTIDULIONS: | e
BTl e .102.189 (31.126) ... 237634  163.028 Rua Dr. Eduardo de Souza Aranha, 387
B 373 . 8 ......2102 5546 Second floor - Vila Olimpia
”'[\./I.L'J.r]i.c'i.pgl ................................................................................ 32.369 9.377 42.806 36.829 Sao Paulo — SP
............................................................................................... 194931 (21.741) 286542 205.403 CEP 04543-121
DOt At e Phone: 55 11 3897-1111
O e 93422 . ..131.257 ... 97.230 .. 147155, Fax: 55 11 3897-1101
ROl e, 31.328 11.241 46.314 45.267 email: dri@santosbrasil.com.br
............................................................................................... 124.750 142.498 143.564 192.422 website: www.santosbrasil.com.br
O Dl e
Lodntereston capital 73.925 . 72.8068 . 73.925 .. 72.868
L Ddends . 100:000 90.000 . 100.000 . 90.000,
....Proposed additional dividends 31436 ... 24519 ... 31436 .. 24.519,
JoRetainedearnings 64.851 ... 59.175 ... 64.851 ... 59.175,

Noncontrolling interests in retained

earnings (consolidation only) - - - (226)

270.212 246.562 270.212 246.336

The accompanying notes are an integral part of these financial statements.
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