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A Year of Extraordinary Results

The year 2000 was notable for major accomplishments that led to the best
commercial, industrial and economic-financial performances in the history of

Embraer.

Net earnings for the period totaled the equivalent of US$ 352.7 million, which
represented a substantial increase, of 55%, over 1999. Gross revenues grew
540%), reaching US$ 2.859 billion, a reflection of the market's excellent

reception of Embraer’'s products.

The generation of operating cash flow was very strong, with the EBITDA

totaling about US$ 586.3 million.

Sales during the year reached unprecedented levels, totaling more than 400
firm orders for aircraft, corresponding to a volume of contracts worth

US$ 8.8 billion, as well as purchase options for 285 aircraft.

Taking into consideration orders from previous years, Embraer’'s sales
portfolio at the end of 2000, between firm orders and purchase options,

totaled 1,212 units, corresponding to US$ 24 billion.

For the second year in a row, Embraer was the company that exported the
most from Brazil, with a volume of exports in the amount of US$ 2.7 billion,
which generated net foreign exchange earnings of US$ 1.35 billion for the

country.

As a consequence of this performance, the year 2000 saw Embraer rise to a
position of market leader for regional jets of up to B0 seats and solidify its

global presence, with activities on five continents.

A major strategic and financial accomplishment came about on July 21, 2000,
when Embraer took another step towards increasing its world presence. It issued
shares simultaneously on the New York and S&o Paulo stock exchanges
through a global offer of US$ 446 million, divided up into a primary offer of
US$ 244 million and a secondary offer of US$ 202 million. This operation
positioned the company on the international capital market, assuring it access

to a channel of funding necessary for continued growth. The funds that were

obtained through this offer are to be used mostly for the development of the
new ERJ 170/180 family of jets.

The company’s various business areas showed substantial expansion during

the year.

In the commercial aviation area, the most significant accomplishment during
the year was the strengthening of positions that had been attained in the
United States and Europe and a further advance into the global market, with
the delivery of our products to new markets such as South Africa, China and

the Caribbean.

The delivery of the first ERJ 145 to an airline in China was particularly
significant in that it represented the opening up of a strategic market for the

expansion of Embraer’'s presence in that part of the world.

In the defense area, the year ended with the definition of the company’s
position as leader of the Brazilian Air Force's F-SE/F Fighter Modernization
Program. Meanwhile, we continued our work on behalf of the SIVAM Program
(Amazon Integrated Surveillance System), for which Embraer is supplying
advanced alert and remote sensing aircraft based on the ERJ 145 platform.
On the international market, an operation was concluded for the sale of two
ERJ 135 and two ERJ 145 jets to the Belgian Air Force for the

transportation of military personnel and authorities.

In the customer service area, which is essential to the company’s success,
Embraer strengthened its presence with customers in the U.S. and Europe,
reinforced its organizational structures and made further investments in spare
parts warehousing operations, at existing bases as well as new ones.

An example of this was the establishment of a parts and components supply

center in Weybridge, England.

With the launch of three versions (Executive, Shuttle and Authorities Transport)
of the Legacy executive jet, we entered a new business area - corporate
aviation. The market recognized the competitive advantages of this family of
products, and a significant volume of orders was placed at the time of its

introduction.

We were able to achieve large productivity gains, both in the reduction of
inventory levels as well as through a substantial increase in production, which
translated into improved production cycles and manufacturing pace.

Our production rate increased from twelve aircraft per month in January to

16 aircraft per month as of December. Also showing an increase were
revenues earned per employee, which reached US$ 307 thousand. Without a

doubt, these numbers are among the best in the world for our industry.

Significant capital expenditures were made throughout the year in order to

sustain the increases in productivity and for the development of new products.

The intensive development work on the new ERJ 170/190 family went forward

at full throttle, with the roll-out of the ERJ 170 scheduled for November 2001.



At the same time, we continued to develop new products and more advanced
versions of current products, such as the ERJ 140 and ERJ 145 XR (an
extra-long-range version of the successful ERJ 145), as well as military
programs. All of this work has been carried out in strict compliance with

previously established deadlines.

We took firm action to create the manufacturing infrastructure needed to

support the growth that is foreseen by the company.

Thus, in addition to the enlargement currently underway of the S&o José dos
Campos factory, we expanded Neiva's factory in the municipality of Botucatu,
state of S&o Paulo, and we acquired a major industrial site located in the
Eugénio de Melo region about 15 km from our main factory. Moreover, we
initiated construction of a new factory in the municipality of Gavido Peixoto in
the state of S&o Paulo. This new site will contain a runway 3 km long with

over 2 km of stopway.

Another action that we took to support our extraordinary growth was to
increase the size of our workforce. During the year, we hired more than
2,000 new professionals. At year's end, Embraer had 10,334 employees
worldwide, 9,946 of whom were in Brazil. These employees form an integrated
and motivated team that is committed to the future of the company. Since

it is the employees who are primarily responsible for the company’'s results,
Embraer invested substantial resources in supporting and developing our
workforce. Worth to mention are also our investments in training, which
exceeded US$ 33 million during the year and our profit-sharing plan for
employees, which distributed US$ 44 million in 2000. These measures are an
expression of the existing Shareholders-Management-Employees partnership

arrangement that is so important to the company’'s overall business activities.

We saw with satisfaction that the capital markets supported our shares on
the S&o Paulo and New York stock exchanges, which enabled us to clearly
reiterate our commitment to respecting our shareholders through the regular

dissemination of company information and economic-financial statements.

In summary, the results we obtained in 2000 proved the solid position
Embraer has achieved as the fourth largest manufacturer of commercial
aircraft in the world. They also provide evidence of the company’s global
presence, serving as a clear indication that Embraer is well-positioned for

a phase of sustainable growth as we strive to build a company that is
competitive on a global basis. The results we attained were made possible
thanks to the trust of our customers, the quality of our products, the
dedication of our team of employees, and the support and confidence of our
shareholders, industrial partners and financial and government institutions,
as well as a business philosophy that emphasizes total customer satisfaction,
which our major objective and the source of all of the results that the

company has achieved.

e e raar &}'x}f/‘:--
Mauricio Novis Botelho
President and CEO






2000: The Year Month-by-Month

Mesa Air Group orders 100
ERJ 145 regional jets.

Continental Express announces
the order of 100 ERJ 145
regional jets

Embraer begins flight tests of the
EMB 145 AEWSC, that will be used
for the SIVAM Program (Amazon
Integrated Surveillance System).

Embraer inaugurates its Virtual
Reality Center, a modern
interactive computer system
used for aircraft development

The sale of 35 ERJ 145 aircraft
for U.S.-based Wexford, with

an option for 45 more units, is
concluded.

Portugalia Airlines receives two
ERJ 145 regional jets, raising

the total number in its fleet to

eight.

Embraer initiates assembly of
the new 44-passenger ERJ 140
regional jet.

Alitalia Express, a subsidiary
of Alitalia, receives its first ERJ
145 out of a total of 16 it has
ordered.

Crossair confirms 10 ERJ 145
purchase options, increasing the
number of firm orders to 25 and
the number of options to 15

The Chinese company Sichuan
Airlines confirms the purchase
of five ERJ 145s.

The ERJ 140 regional jet makes
its maiden flight at Sao José dos
Campos.

Embraer and LOT Polish Airlines
announce the conversion of six
ERJ 145 options into firm
orders, as well as the acquisition
of three more models of this
aircraft.

Embraer and GE Capital Aviation
Services (GECAS) announce

Continental Express announces
the conversion of 11 ERJ 145
purchase options into firm
orders.

Embraer inaugurates a field
office in Beijing and conducts
demonstration flights in six
Chinese cities.

The mock-up of the new ERJ 170
jet is presented at the Regional
Airline Association (RAA) and
afterwards is taken on a world
tour.

Embraer and the German
Liebherr group formalize

a partnership venture creating
a new company called Embraer-
Liebherr Equipamentos do Brasil
S/A (ELEB) to manufacture
landing gear and hydraulic
components.

an ag| for the
of fifty 70-passenger ERJ 170
regional jets and purchase
options for up to 100 units

of the ERJ 170 and ERJ 190
models.

Embraer announces the
construction of a new
manufacturing facility at Gaviao
Peixoto, in the state of Sao
Paulo, to be used for final
assembly of corporate aviation
and defense market aircraft
and for centralizing test flight
activities.

Embraer launches shares on the
New York Stock Exchange (NYSE)
and the Sao Paulo Stock
Exchange (BOVESPA), introducing
the company to the global capital
market.
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The ERJ 145 XR, a regional jet
with extended flight range,

is introduced, and Continental
Express places an initial
confirmed order for 75 units
and 100 purchase options.

American Eagle confirms 18
ERJ 135 purchase options.

Rheintalflug and City Airline
confirm one purchase option
each — an ERJ 145 and an
ERJ 135, respectively.

Swift Aviation is the first
operator to announce orders
for the Legacy executive jet.

Embraer concludes its
participation at Farnborough by
announcing purchase orders
totaling US$ 4.25 billion.

British Regional Airlines receives
the 300th regional jet
manufactured by Embraer.

It is the 16 unit of the ERJ 145
family delivered to this airline

Embraer and GE Capital Aviation
Training [GECAT) sign an
agreement to develop a complete
training system for pilots and
maintenance mechanics for

the latest generation of regional
jets — the ERJ 170 and the

ERJ 190

Sichuan Airlines receives the
first ERJ 145 regional jet
ordered by a Chinese company.

Embraer announces that
American Eagle will be the first
company to operate the new 44-
passenger ERJ-140 regional jet.
American Eagle confirms an
order for 66 units of this model
aircraft.

Embraer conquers its first
customer in the Caribbean,
Air Caraibes, who orders two
ERJ 145s.

Embraer receives orders for
ERJ 145 family aircraft from
Axon Airlines of Greece,
Regional Air Lines of Morocco,
LOT Polish Airlines of Poland,
and Air Moldava, an airline in
the Republic of Moldavia.

Embraer purchases in auction
a 340,000 square meter
industrial site in the Eugénio
de Melo district of Sao José
dos Campos, to be used

for expansion of production
capacity.

Embraer wins a tender to supply
four aircraft to the Belgian Air
Force — two ERJ 135s and two
ERJ 145s.

For the second consecutive year,
Embraer receives the Foreign
Commerce Prize in the Exporter
category from the Foreign Trade
Secretariat of the Ministry

of Development, Industry and
Foreign Trade of Brazil, in
partnership with the Foreign
Trade Association.

Embraer and TsAGI of Russia,
the largest aeronautical
research institute in the world,
sign a cooperative agreement to
develop the new ERJ 170/190
family of jets.

Embraer signs a contract with
Aviones de Oriente (AVIOR C.A.)
of Venezuela during that nation’s
AEROEXPQ 2000 exhibition

for two EMB 120 Brasilia
30-passenger aircraft.

S.A. Airlink of South Africa signs
a contract to acquire 70

ERJ 135 37-passenger jets,

30 of which are firm orders and
40 are purchase options.

Embraer begins construction
of the Gaviao Peixoto Industrial
Complex, with a cornerstone
laying ceremony.

The program to modernize the
Brazilian Air Force's F-SE/F
fighter fleet gets under way.

The Embraer field office in
Singapore is inaugurated.

The Brazil-China Chamber of
Commerce elects Embraer
Company of the Year.
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AN exceptional year

2000 was the most remarkable year
in Embraer’s history. Sales and
deliveries set records and the
company introduced its products
into China, gained its first customers
in Africa and the Caribbean,
consolidated its global presence, and
initiated the new millennium by
assuming leadership of the world

regional aircraft market.

With an unprecedented performance,
sales for the year totaled 400 firm
orders and 295 purchase options,
representing a volume of firm orders
worth US$ 6.8 billion. Deliveries of
157 aircraft were made to
operators in diverse locations
around the world. As a result,
Embraer became the world leader of
the market for regional jets of up to
680 seats, with a total of 828 firm
orders on hand since the
introduction of the ERJ 145 family
in 1996.

This fact has allowed the company
to attain a 49% share of this

market segment.

Embras
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In addition to maintaining its
outstanding position with important
customers in the U.S., Europe and
Brazil, Embraer has been paying
special attention to its global

expansion plan.

2000 marked the year the company
entered the Chinese market with the
sale of five ERJ 145 regional jets to
Sichuan Airlines. The first three of
these aircraft have already been
received and are in operation.

As part of Embraer’'s strategy to
solidify its presence in the
Asia/Pacific region, offices were
opened in Beijing and Singapore to
supplement the Melbourne, Australia

office inaugurated in 1999.

Another important advance was the
winning of customers in Africa
through contracts to supply 70

ERJ 135 aircraft to S. A. Airlink,
and another 10 units to Regional Air
Lines of Morocco, five of which are
firm orders and five are purchase
options. Embraer also initiated sales
to the Caribbean region, where Air

Caraibes ordered two ERJ 145s.




In the U.S. market, Embraer’s
presence was expanded through a
major order made by American Eagle
for ERJ 140s, whose first deliveries
are scheduled for August 2001.
Meanwhile, Continental Express
placed 75 firm orders for the

ERJ 145 XR, as well as 100 purchase

options for the same model.

With a range of 2,000 nautical
miles, the ERJ 145 XR satisfies the
need for long-range regional jets that
will allow operators to open up new
routes. The maiden flight of this new

model is scheduled for June 2001.

The ERJ 170/190 program,
currently under development,
includes the 70-passenger ERJ 170,
the 98-passenger ERJ 190-100 and
the 108-passenger ERJ 190-200.
This program is going forward as
scheduled with the roll-out of the
ERJ 170 scheduled for the end of
2001. Very well accepted by
operators, this new family of jets
received 230 orders in 2000, which
brings the total accumulated orders
since its introduction in 1999 to 325
— a number that includes 120 firm

orders and 205 purchase options.

The ERJ 170/180 regional jet
program was Embraer’s response to
the growing demand by airlines to
satisfy the B1- to 120-seat market's
need for larger aircraft designed for
medium- and short-haul routes, at
improved performance levels and
greater operational economy than

models currently available.

The development of this program
has been carried out with the
addition of risk partners,
represented by some of the largest
aerospace companies in the world.
Projected investments, to the order
of USS$ 850 million, will be shared
between Embraer and its risk

partners.



The excellent acceptance Embraer's
products by the international
market through the expansion of
sales — which reached record
numbers in 2000 — to all
continents, resulted in the
company’s attaining a position of
leadership in the world market for
regional jets of up to 60 seats.

Currently in the development
stage, the first part for the

ERJ 170,190 family of jets was
milled at the Embraer factory

in July 2000.

With the opening of offices in
Beijing and Singapore, and the
sale of its first five ERJ 145
regional jets to the Chinese
company Sichuan Airlines,
Embraer is strengthening its
presence in the Asia/Pacific
markets.

An growing number of operators
around the world are using
aircraft from the ERJ 145 family
on their routes. Besides the
comfort they offer passengers,
these aircraft also feature
superior operating qualities

- -
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What was missing in the
jet market

executive

Among the most relevant facts of
2000 was the entry of Embraer into
the corporate jet market with the

introduction of the Legacy.

Positioned between the super
midsize and large corporate jets
market segments, the Legacy offers
an excellent combination of comfort,
performance and operating costs in
three distinct versions — Executive,
for up to 15 passengers; Shuttle,
for up to 20 passengers; and
Authorities Transport, for up to

20 passengers.
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The Legacy incorporates some
advantages that make it unique

in the corporate aviation market:

a large passenger cabin (the largest
in its price range), excellent
operating performance and modern
technology. The distinguishing
characteristics of the Legacy,

in regard to the ERJ 145 regional
jet family from which it is adapted,
include new fuel tanks for a longer
flight range, a centralized and
lowered floor in the passenger cabin
that allows the installation of large
reclining seats, and winglets at the
wing tips to improve performance,
as well as specific entertainment and
communication equipment and, of

course, bold new interior options.

wal Report 2!



In the executive version, the Legacy
has a range of 3,200 nautical miles,
which would allow it to fly, for
example, non-stop from coast to
coast in the United States at an
altitude of 39,000 feet and a

maximum speed of Mach 0.80.

At the time of its introduction, Swift
Aviation of the U.S. ordered 25
units of the Legacy, with purchase
options for another 25 units, which
was one of the largest aircraft
orders by a private operator in the

history of corporate aviation.

The demand for corporate jets over
the next ten years is very promising,
due to factors such as the
globalization of the economy, the
absence of regular flights to many
locations, the need for quick trips
in today's business world and the
operating overload at many
traditional airports. The Legacy,

in the executive version, will

initiate its certification flights
during the first half of 2001,

with the first delivery scheduled

for the fourth quarter of the

same year. The Legacy already

has won over customers in the
three market segments for which

it was designed.




Among the market segments for
which it is designed, the Legacy
offers an excellent combination of
comfort, performance and price
in the 15-passenger Executive
version and 20-passenger Shuttle,
as well as in the 20passenger
version for the of Authorities
Transport.

One day after the introduction of
the Legacy, Swift Aviation ordered

25 units of the new aircraft, with

an option for 25 additional aircra.
It was one of the largest executive
aircraft acquisitions ever made by
a private operator.

The Legacy is experiencing the
same acceptance and success as
the other models of the ERJ 145
family, from which it is derived

With the Legacy, Embraer offers
the executive aircraft market

a jet whose cabin provides ample
comfort for passengers and

an incomparably large luggage
compartment.







High-tech aircraft for surveillance,
reconnaissance, training and

combat

Based on proven technical-industrial
capacity and years of experience in
the development and production of
civilian and military aircraft, Embraer
is able to offer the world's air forces
advanced and competitive aircraft
that are appropriate for a broad

variety of missions.

The presence of Embraer in the
world defense market has been
enhanced through a strategic
alliance forged with Dassault
Aviation, EADS, SNECMA and Thales
(formerly Thomson CSF). These
partnerships make it possible to
offer customers a wider and more
integrated range of products for
surveillance, reconnaissance, training

and combat missions.

Embr

missions

The company’s military aircraft
have been achieving a growing
international market share, a result
of excellent mission performance
coupled with low acquisition and

operating costs.

The government of Greece has already
ordered EMB 145 AEW&Cs for
operations within the NATO
environment, and the government

of Mexico has acquired the

EMB 145 AEWSC and the

EMB 145 MP/ASW systems for use
as aerial vector aircraft in the

national Narcotraffic Combat Program.

The AMX-T, the most modern
advanced training and ground attack
aircraft in the world has already
been chosen by the Venezuelan

Air Force and has awoken the
interest of many other air forces
around the world.

So have the training and light attack
versions of the Super Tucano and
the ALX, developed to carry out
counter-insurgency and border

patrol missions.
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In the market segment for the surveillance and the EMB 145 RS

transportation of authorities, the for remote sensing — that together
government of Belgium selected with ALX aircraft will provide the
Embraer to supply ERJ 135s and basis for surveillance and protection
ERJ 145s. of the Amazon region.
This segment has proven to be very Embraer is also playing an important
promising and appropriate for role in the Brazilian Air Force's
Embraer’s aircraft, especially the program to modernize and re-equip
Legacy, which was chosen by the its fleet of F-SE/F fighters, which
Greek government for began in December when the
transportation of authorities. company was hired to lead the
project.

In the Brazilian market, Embraer is
responsible for the aviation segment
of the SIVAM Program (Amazon
Integrated Surveillance System).
It will initiate the delivery of the first

aircraft — the EMB 145 SA for air
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In its version for the governmental
market, the Legacy will satisfy
customers who demand aircraft
with excellent operating
performance, comfort and
logistical support as well as

a wide range of safety and
communication resources.

Embraer offers a complete,
intelligent and integrated
package of systems and aircraft
for surveillance, reconnaissance,
training and combat missions,
with excellent performance

and low acquisition and operating
costs.

Included into the national defense
system, Embraer will play an
important role in the
modernization plans of the
Brazilian Air Force (FAB), which
calls for, among other programs,
the complete modernization of its
fleet of F-5E/F fighter planes.

An advanced training and ground
attack aircraft, the AMXT has
sparked the interest of number of
the world's air forces, as has the
Super Tucano, whose version as
developed for the FAB, the ALX,
will be employed for training and
combat missions.
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Wherever and whenever necessary

With full support of the customer
as its main goal, Embraer's
customer service area was
strengthened with the installation
of a Parts Distribution Center in

Weybridge, England during the year.

The company also initiated the
establishment of a support
structure in China and started up
operations on the World Wide Web
through the Customer Integration
System (CIS), which not only makes
publications and technical
information available but also allows
customers to order spare parts via

the Internet.

With more than 5,400 aircraft in
operation on five continents,
Embraer is a global company, and its
customer support service is equally
present around the globe. In North
America, Embraer offers engineering
support, technical field assistance,
training and spare parts distribution
from a local subsidiary located in

Fort Lauderdale, Florida.

These same services are provided in
Europe through a subsidiary based
at Le Bourget, France, and
supplemented by a spare parts
distribution center in Weybridge,

England.

In Asia and Africa, where Embraer
obtained its first customers in
2000, local structures are being set

up to provide support services.

nbraer Annual Report 2/



In Australia, through its subsidiary
in Melbourne, Embraer offers
support services and spare parts

distribution.

For South America, customer
service is centralized at the

company’'s own headquarters site.

In addition, Embraer maintains a
growing network of authorized
aircraft and equipment repair shops.
At the end of 2000, there were

23 authorized workshops in North
America and another three in

Europe.

In 2000, in partnership with
FlightSafety, Embraer consolidated
its international pilot training with
ERJ 135/145 flight simulators,

which are now available in the U.S.

and Europe.
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In order to constantly offer new
services to customers, Embraer
signed an agreement with GE Capital
Aviation Training (GECAT) to develop
a complete training system for both
pilots and maintenance technicians
of the new family of ERJ 170/190
regional jets. Another highlight of
the year consisted of actions we
initiated to establish an e-Marketplace
designed to integrate Embraer,
customers, suppliers and
maintenance providers. Without a
doubt, this initiative will represent

added value for our customers.




At the moment customers

receive an Embraer aircraft,
they have at their disposal a
complete logistical support system
to satisfy their requirements

wherever and whenever needed.

The customer service area takes
the necessary steps to ensure ful
reliabilty of Embraer’s products
S0 that they generate profits or
are always available to carry out
the missions for which they have
been designed..

Embraer's customer service
structure is spread in a global
fashion. It provides support through
physical bases in a number

of locations, along with services
available via the Internet, such

as the sale of parts.

At the same time it has solidified
the structure to service the

ERJ 145 family of jets, the
customer service area is also
preparing itself to service the
needs of future customers of the
ERJ 170,190 family of jets







Technology

Development Base

During 2000 Embraer continued to
improve itself from a technological
standpoint, having implemented,
among others, a number of
initiatives that seek to keep the
company in a position of leadership

in this area.

The Virtual Reality Center,
inaugurated in February, is one of
the most modern tools available to
aid in the conception, design,
calculation and sizing of systems as
well as simulating system and
component integration. This
sophisticated operation makes it
possible to significantly reduce the
project cycle, from conception to

introduction of a product. The

Virtual Reality Center also makes
it possible to optimize future
maintenance services since it
perfectly simulates the conditions
that will actually be encountered

during maintenance routines.

Another computer system
implemented by Embraer is known
as Knowledge Based Engineering
(KBE). It is an integrated system
that makes use of sophisticated
software and contains a database of
information, regulations, normative
rules and restrictions related to all
of the knowledge acquired by the
company’s engineering operations
over the years. This system lets us
recover all restraining factors and
restrictions that in the past
influenced certain technical
decisions, and to apply them to

future projects.

In the field of research, it is
important to mention that the
establishment of the Aeronautical
Complex in Gavido Peixoto allowed us
to put into practice an agreement
we had signed with the government
of the state of S&o Paulo for
allocation of financial resources
through the state's Research

Support Foundation (FAPESP).
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At the end of the year, Embraer
sent FAPESP two projects for joint
development with two research and
teaching institutions. The first is a
partnership program with the
Aeronautical Technological Center
(CTA) whose main objective is to
reform and modernize an existing
subsonic wind tunnel to permit tests
and simulations of component
operations. The second project, in
joint development with the University
of Campinas (Unicamp) and the CTA,
is designated the Computer Fluid
Dynamics (CFD) program. This
project consists of developing
simulated models of fluid dynamics
to analyze the interaction between a
surface and a fluid. Both projects
will contribute in large measure to
reducing the production cycle for
introducing new aircraft into the

market.

Also in the field of technology,
Embraer is firmly committed to the
strategic alliance it formed with
some of the most renowned

aerospace and defense companies

in Europe — Dassault Aviation,

EADS, SNECMA and Thales.

In May, Embraer concluded an
association agreement with Liebherr
International AG, through which
Liebherr acquired a minority stake in
a new company named Embraer-
Liebherr Equipamentos do Brasil
S.A. This new company, now fully
operational, produces landing gear

and hydraulic components.

Finally, we would like to mention
the agreement for technological
cooperation with TsAGI Russia,

the world's largest aeronautical
research institute, which gives

Embraer access to the institute's
wind tunnels as well as its
aeroelasticity and aerodynamics

computer laboratories.



Making use of the most advanced
fiight instruments and
computerized control systems,
the Embraer ERJ 135 and

ERJ 145 regional jets led the
production records set by the
company in 2000. Production
rates went from 12 units per
month in January 2000 to 16
per month in December 2000.

In order to adjust assembly lines
to the growth in demand,
substantial investments were
made in installations, equipment.
and personnel.

The Virtual Reality Center
constitutes a modern interactive
system that aids the development
of Embraer's new family of

ERJ 170,190 regional jets by
substantially reducing time and
costs and ensuring large
productivity gains.

In parallel with the accelerated
pace of production of the

ERJ 145 family, Embraer has
initiated development of the

ERJ 170,190 family of regional

jets. For this, the company is

using the most modern project
technology available.

As part of its plan for global
expansion, Embraer has
consolidated its international
system of support for pilot training
through the use of flight
simulators. In partnership with
FlightSafety, fiight simulation bases
have been set up in the United
States and Europe.







Expansion of Production
Capacity

The growth in our activity has
required an expansion of our
installations. In July, the
construction of a new facility in
Gavigo Peixoto, in the state of

Sao Paulo, was announced. This

new facility will be dedicated to the
final assembly of military aircraft
and corporate jets and also serve as

a flight test center.

In addition to assembly lines, the
new Gavido Peixoto Aeronautical
Complex will have a large landing
field, its own installations and
installations for suppliers of aircraft

sub-sections.

With inauguration scheduled for the
fourth quarter of 2001, the landing
field — unequalled anywhere in the
Southern Hemisphere — will be of
strategic importance to Embraer.

It will allow us to perform aircraft
flight tests that consume major

amounts of time and resources and

were previously only conducted
outside the country. The result will

be greater flexibility and agility in the
development of new projects, as well

as a reduction in costs.

After the new facility is set up at
Gavigo Peixoto, the manufacturing
complex at S&o José dos Campos will
concentrate its activities on the growing
production of the ERJ 145 family
and ERJ 170/190 regional jets.

In September, the company acquired,
through auction, a 50,000 square
meter industrial site located on
340,000 square meters of land in
the Eugénio de Melo district, in

Sa&o José dos Campos, to which
some manufacturing areas were

transferred.







Organization and Management
in a Globalized Economy

The vigorous growth of the company
over the past five years and the
expanding customer base have had a
significant impact on the entire
organization and its management

practices.

The need to strengthen the
production, engineering, service and
service support areas has obliged
the company to hire additional
qualified personnel at a constantly

accelerating pace.

The number of employees increased
from approximately 4,500 in the
middle of 1997, to 10,334 at the
end of 2000.

SJC Neva ELEB FLL LBG Ouwos  Total

1996 3526 211 - 79 33 - 3849
1997 4150 203 - 105 36 - 4484
1998 6214 309 - o143 71 - 8737
1999 7347 366 317 162 106 4 8302
2000 8574 994 378 180 170 28 10,334

Note: S.C (580 Jose dos Campos); Neiva (Botucatu - SP) and
ELEB (Sao José dos Campos); FLL (Fort Lauderdale - U.S.).

LBG (Le Bourget - France): Others: (Dallas - U.S... PEG Beiing - China;
CIN Singapore and MEL Melbourne - Australial

In 1998, Embraer undertook an
ambitious program of revising and
improving business processes
throughout the company. The effects
of these changes began to be felt

more deeply beginning in 2000.

The program was called The TOR
Program (Transformation of the
Organization for Results). This
initiative called upon key persons
in the company to become involved
in an intense program to offer

analysis, criticism and

recommendations regarding
processes and systems. This
resulted in the development of 170
projects dedicated to the revision
and improvement of processes, and
most importantly, in the successful
implementation of a modern,
integrated business management

system, the SAP R/3.

The internationalization and
expansion of Embraer's activities
caused the company to re-examine
the quality, capability and scope

of activities of the leaders of its
working groups. Maintaining
productivity and motivation at levels
compatible with the growth of
business activities is a challenge
that has demanded unprecedented
flexibility and administrative
competence. The constant and
unrestricted development of
managerial skills, therefore, has
become an indispensable and

inevitable activity.

To develop these management skills,
a Leadership Development Program
was started in 2000, involving more
than 500 of the company’s

managers in Brazil.

Designed to be developed within a
context of education, training and
development, this program has
generated intense interest up and
down the management chain in

a process that began with a
systematic evaluation of
performance, followed by dialogue
about the special abilities that are

sought in every leader in Embraer.

These reflections have led to the
initiation of collective development
programs, including a series of
conferences on various topics,

specific seminars, directed readi

and in-house workshops, in addition
to the designing of individual
programs for the development of

managerial abilities.

At the same time, the Embraer
Training Policy continued, organized
under three basic headings —
technical, management, and

operational.

Under the technical training heading,
the purpose of the program is to
make sure that product development
and manufacturing teams remain
current on aviation technology
issues. More than 50% of the
training resources available were
budgeted for programs to update
and refine technical skills. These
technical training programs totaled

300,000 man-hours in 2000.

In management, the objective is to
equip the company’'s management
team with the resources they need
to perform in the global
environment. Basically, this involves
a cultural adjustment to the new

international presence of Embraer.

In terms of operations, the emphasis
is on technical and operational
training of the younger workers who
have recently become employed by

the company.

Social Responsibility

Embraer is aware that a company
must interact with the communities
in which it operates, contributing to
the general improvement of these

communities’ guality of life.

+ Employees and remuneration

In 2000 alone, 2,032 new direct
jobs were created at Embraer.
Productivity measured in terms
of revenue per employee reached
US$ 307.000 per worker, 24%
greater than in 1999,
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Embraer bases its policy for
remuneration of its employees on a
system of monitoring and evaluating
performance and skills, measured
against Sector Action and Plans
Target Programs and a Variable
Remuneration Program. This
ensures that all employees have a
chance to share in the profits and

earnings of the company.



In 2000, the total of salaries and
benefits paid to employees amounted
to US$ 253.7 million, compared to

uss 172.4 in 1999.

1999 - Employees’ Benefits.
USS 37.8 milion

Profic

Medical expenses
13%
sharing
53%

Pharmaceutical expenses
2%
Pension plan
10%
Group lfe insurance
1%
/— Transportation
7%
—— Mesis
1%
~————oOthers
%

2000 - Employees’ Benefits,
USS 57.8 milion

Profit
sharing
65%

Medical expenses

-~ Pharmaceutica expenses
Pension plan

_ Erm.lnpnhle insurance

Transportation
6%

Meals
8%

3%

In terms of employee benefits, of
particular significance is the Private
Pension Plan, which provides our
workers with a monthly payment

to supplement the retirement income
paid by the official Social Security
System (INSS or Instituto Nacional

de Seguridade Sociall.

* Education and Professional Training

In this area, special mention should
be made of programs designed

to improve the indices of job
satisfaction and employee training:
accords with teaching institutions

for courses at various levels,

including language courses; student
scholarship programs and specific

training programs.

An outstanding institution is the
Embraer Institute for Education and
Research, a reflection of Embraer's
decision to place a priority on
education. During the first phase,
the institute's activities will be
concentrated on primary education
in areas where the company

has operations in Brazil.

In addition, there is the Specialization
Program for Aeronautical Engineering,
with investments on the order
of USS$ 4.5 million a year. This
program chooses recent engineering
school graduates who display

good potential, offering them an
additional 18 months of training
in aeronautical sciences. There
is also the Master's in Business
Administration program, exclusive
to Embraer employees and run
jointly with the Fundag&o Getulio
Vargas of Sao Paulo, which

has a special focus on the field

of international trade.

* Health and the Quality of Life

The quality of the organization is
closely linked to the quality of life of
its employees and their families.
Therefore, the company has
developed programs such as a
chemical dependence prevention and
recovery program, health campaigns,
the Vitality Campaign and blood

donor campaigns.



* Community Support

In 2000, Embraer contributed to
agencies that provide needed
services to Brazilian communities.
Among these we can highlight The
Solidarity Training Program (part of
the Community Solidarity Program);
UNICEF; Céaritas (an institution of
the Catholic Church); the Children's
Cancer Support Group (GACC); the
Vicentina Aranha Geriatric Hospital;
and the Hélio Augusto de Souza
Foundation (FUNDHAS). This last
institution has a w