
E
q

u
it

y

R
e

s
e

a
rc

h
A

m
e

ri
c
a

s
Deutsche Banc Alex. Brown

On 31 October the Brazilian Executive sanctioned the new Corporate Law.

Although the original proposal was diluted and suffered vetoes, this law

effectively increases the protection of minority shareholders, an important

step for investors in Brazil. In this report we highlight some of the key aspects

of the new law and review its implications for minority investors.

Implications: We maintain our recommendation to buy ON (common)
shares which trade at large discounts to PN (preferred) shares, particularly
in those companies where a change in control is likely, such as those
facing:

n Privatization (such as in the utilities sector)

n Consolidation (such as in the telecom sector)

Additionally, we believe that controlling shareholders have an incentive to
increase their voting stakes given the discounts of ON shares. For several
stocks, ON shares are already trading at premiums to PNs. Table1 shows
stocks with large ON-PN share price discounts.

Law Review: The new corporate law gives rights to minority shareholders (both
ON and PN), increases transparency and improves corporate governance.
Additionally, the Decree and Medida Provisoria that were issued by the
Executive concurrently with the sanctioning of the law strengthens the CVM
while giving it fiscal independence. The new law should also lead the CVM to
issue new regulations. Important victories for minority investors include:

n 80% tag-along rights for ON shareholders in case of change in control

n Board of Directors representation for ON and PN shareholders

n Improving shareholder voting conditions

n Allowing disputes to be solved via Arbitration

n Forcing the CVM to rule on minimum liquidity

Table 1: Highest Discount of ON vs PN Shares, Stocks with Highest ON Volume

Discount Price (R$) Daily Vol Float Mkt Cap

Company Name % 29/10/01 (US$000) % (US$M)

Embraer ON 18% 9.71 1472 15.6 2214
Bradesco ON 18% 8.49 223 29.9 4504
Tele Celular Sul ON 17% 2.44 425 43.3 302
Brasil ON 15% 7.4 252 5.6 1934
Telesp Operac ON 14% 21.49 170 15.2 3899
Telemar ON 11% 24.9 1947 44.4 3457
Ambev ON 9% 405 298 30.8 5829
Telesp Cel Part ON 8% 5.31 154 14.9 893
Source: Deutsche Banc Alex. Brown estimates and Bloomberg
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Implications of New Law

ON Minority Shareholders Are True Winners of the Change in

Legislation

After a long struggle, the bill proposing important modifications to Brazil’s
securities legislation was signed into law by the Executive on 31 October 2001
granting important legislative support to minority shareholders. Note that the
new corporate law will only become effective 120 days after its promulgation.
Although we do not expect the sanctioning of the law to have an immediate
impact on the equity market, we anticipate that the impact of the law will be
felt over the medium term. The law significantly changes the rules of the

game in Brazil to increase protection for minority shareholders. Thus, the
reversion of the discount that ON shares used to trade vis-à-vis PN shares is
likely since voting shares now have more legal protection. Notwithstanding
the above, company specific issues, such as liquidity of share classes, also
impact share prices.

With the combination of the new corporate law and the Bovespa’s Novo
Mercado with its classification of companies by their corporate governance
levels, we would expect Brazilian companies to pay increasing attention to
minority shareholders’ rights. We hope this will lead to an increase in ON
(voting) shares in the market. Additionally, with the approval of the law, we

would expect several companies to adhere more easily to the Bovespa’s

level I and level II ratings of corporate governance. This is a result of the fact
that the minimum legal requirement is now not too far from the Bovespa’s
requirements.

ON Minority Shareholders – True Winners: As we have been contending
since February 2000, the ON (voting) shareholders are the true winners from
this change in legislation. The fact that ON minority shareholders will be able
to participate whenever control of the company is being sold at 80% of the
price that the controlling shareholder receives is extremely important for the
share class. Note that until 1997, minority ON shareholders received 100% tag
along. That changed with the Kandir law of 1997, which eliminated the tag
along right all together, just before some important privatizations. An

important right is, therefore, being legally reinstated for ON shareholders,

and that should have an impact on the share prices. We believe these
changes will significantly alter the share pricing dynamics in Brazil and over
time allow the premium for control to be built into the market value of the ON
share class. It is, after all, somewhat counter-intuitive that in Brazil non-voting
shares could be worth more than voting shares.

PN Minority Shareholders Also Gain: The law also protects PN shareholders,
and minority shareholders of this share class also benefit (issues such as
being able to appoint a board member are extremely important for
transparency and could impact the price of PN shares if the controlling group
wants to increase its board representation). Thus, all minority shareholders

gain from the approval of the law.
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Fewer Reasons for ON Shares to Trade at Discounts to PN

Shares

As we have been pointing out since last year, all ON share prices should
benefit from the changes in legislation. In fact, as shown in the table and
graphs below, the traditional discount of ON shares is transforming into a
premium. This is particularly evident when we compare the discounts of ONs
that we had in our earlier pieces on this same issue. Our recommendation
regarding the approval of this law remains unchanged since we started
covering this issue: buy ON (common) shares which trade at large discounts

to PN (preferred) shares, particularly in those companies in which control

will likely be sold. However, keep in mind that company specific issues (such
as liquidity) impact the attractiveness of ON shares. Below we highlight two
pockets of opportunity for change in control:

1. Privatization: Companies to be privatized, such as those in the electric
utility sector (see David Hurd’s Brazil Utilities: Impact of New Corporate  
Law, dated September 20, 2001).  

2. Consolidation: Companies in sectors that are likely to consolidate, such as
the telecom sector.

However, we believe that controlling shareholders in general have an

incentive to increase their voting stakes in their companies, particularly if the

ON stocks trade at large discounts to the PN stocks. In the table below, we
show the evolution of the ON-PN share price discount for some companies.
We continue to recommend that investors buy ON shares trading at discounts
to PN shares since we believe these discounts will be unjustified now that the
bill is approved and that companies gradually adjust their capital structures
and investors reward voting rights. The only important caveat is poor
liquidity in some ON shares, which could allow for PNs to continue to trade at
premiums.

Table 2: ON-PN Discount Evolution, Selected Stocks

Price (R$) Discount

Stock 29/10/01 Current 1 Wk 1 Mo YE00 52 Wks YE 99

PETROBRAS SA 53.30 -4.7% -3.4% -3.0% -5.9% -9.4% 13.0%
PETROBRAS-PREF 50.90
ELETROBRAS 34.60 -6.5% -11.2% -6.2% -0.1% 0.3% 8.3%
ELETROBRAS-PR B 32.50
ITAUBANCO SA 185.00 -6.6% -3.9% 2.4% 0.0% -11.3% 4.2%
ITAUBANCO-PREF 173.50
EMBRATEL PARTICI 8.61 -9.7% -9.6% -8.5% 24.0% 21.9% 35.1%
EMBRATEL-PREF 7.85
TELE NORD CEL 2.50 7.4% 3.7% 10.6% -14.7% 4.1% 21.5%
TELE NORD CEL-PF 2.70
EMBRAER 9.98 17.2% 16.5% 11.2% 32.1% 24.3% -10.4%
EMBRAER-PREF 12.05
BRASIL TELE PART 15.19 1.4% 4.9% 1.9% 22.3% 25.6% 41.2%
BRASIL TELE P-PR 15.40
VALE RIO DOCE 53.00 7.2% 4.1% 4.2% 2.1% 5.6% 16.0%
VALE RIO DOC-PFA 57.09
BRADESCO SA 8.50 18.9% 19.1% 17.6% 16.4% 24.7% 19.5%
BRADESCO SA-PREF 10.48
COPEL 15.00 -15.7% -33.4% -40.1% 17.8% 21.4% 31.4%
COPEL-PREF B 12.96
Source: Deutsche Banc Alex. Brown estimates, Bloomberg
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ON-PN Discount Evolution, Selected Sectors

Figure 1: ON-PN Discount: Petrobras Figure 2: ON-PN Discount: Electric Utilities
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Figure 3: ON-PN Discount: Banks Figure 4: ON-PN Discount: Wireline
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Figure 5: ON-PN Discount: Wireless Figure 6: ON-PN Discount: Wireless
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Note: Positive ON-PN discount implies ON shares trading at a discount to PN shares
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Review of New Corporate Law

In this part of the report we analyze the most important aspects of the new
corporate law. We have divided the analysis into three sections:

1. General changes to securities legislation,

2. Changes to the regulatory/supervisory entity, the CVM and

3. Vetoes and reinstatements.

1. General Changes to Securities Legislation

n 80% Tag-Along Right For Common Shares (ON Shares): When the control
of a company is sold, the buyer must buy all voting stock through a public
tender offer, ensuring that minority shareholders receive at least 80% of
the selling price paid to the controlling group. The CVM must approve the
sale of control and also establish norms for the public tender offer.

n Alternative To Tendering: In addition to the 80% tag-along right, the
acquiring party can decide to offer minority shareholders the option to
remain minority shareholders in the company by paying them the
difference between the current share price and the price paid for the
controlling block. This clause could reduce the acquisition cost, given that
the acquiring group may not want to tender for 100% of the company’s ON
shares, and at the same time grants extra protection to minority
shareholders. However, it does increase the acquisition cost relative to the
old law, in which minority shareholders had no tag-along rights, and could
therefore result in lower premiums being paid.

n Minimum PN Dividend Rights: Companies with preferred shares (PN
shares) must grant at least one of the following rights to PN shares:

 1. Receive a dividend corresponding to at least 25% of net earnings for
the period under the following criteria:

 a. Priority to receive dividends corresponding to at least 3% of
shareholders’ equity, and

 b. The right to participate in any distribution of earnings that is given
to ON shareholders if this exceeds the minimum dividends for PN
shares.

 2. Receive dividends that are at least 10% higher than those paid to ON
shareholders.

 3. Receive the same tag-along rights as ON shares, with the same
dividend policy as ON shares.

n Capital Structure and Future Issuance: New stock issuance’s will have to
comply with a 50% ON (ordinary shares) and 50% PN (preferred shares)
capital structure for new companies. For companies that already exist, the
old capital structure of a minimum of 1/3 ON shares and 2/3 PN shares is
maintained and remains valid for new capital issuance’s for these
companies.
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n Share Buy-Backs: Company share buy-backs must be approved by a
general assembly by at least 50% of shareholders of the affected share
class. This clause is valid unless the corporate by-law stipulates differently.

n Tender Offers: Tender offers must be done at a fair price that must be
calculate according to some specific measures and approved by the CVM.

n Minimum Liquidity: When the controllers are increasing their participation
in the company to the point where the CVM believes that their act has
hindered liquidity, the controllers will be forced to tender for the remainder
of the shares, paying a minimum price calculated by a methodology that
must be accepted by the CVM. In this case, we notice that the law does not
clarify ‘reduced liquidity’ and how it will be measured. Instead, it is implicit
that the CVM should receive a mandate to determine the minimum
liquidity for a stock class. In previous conversations with CVM officials they
indicated to us that they would like to see a minimum float of 20% per
share class. However, now that the law is approved, the CVM will most
likely have to issue a regulatory guidance on this issue.

n Golden Share: For companies to be privatized, the controller (the
government) can create a ‘golden share’ made of a preferred share with
veto power. This issue might be relevant for the “privatization” of strategic
sectors (e.g., oil and gas and certain electric utilities, such as Chesf or the
nuclear power plants of Angra), which would remain under government
control even following its sale.

n Privatization: Note that the law states that companies that will be privatized
and that have published their privatization “edital” before the law is
sanctioned are not subject to the new law.

n Arbitration: Allows companies to include in their corporate by-laws that
disputes between shareholders, controllers and the company can be
decided by arbitration. Arbitration expedites the resolution of disputes
since the court system can be quite convoluted and very slow.

n Voting Procedures: Shareholders whose interests are being infringed
(parte prejudicada) will be able to use the voting rights of those who do not
participate in the voting process. We believe these shareholders will be
mainly minority shareholders and this clause improves their position.

n Dissident Shareholder Treatment: The law clarifies when and how
dissident shareholders can withdraw from the company.

n Disclosing Dissident Vote: The proposal allows for the disclosure of
dissident votes in the Fiscal Council. This should allow more transparency,
increasing the confidence on the decision of a company’s management.

n Board of Directors Representation: The more democratic appointment of
board of director members should allow for increased transparency and
improved corporate governance. Starting in 2006, investors holding stocks
in the below mentioned manner for at least 3 months prior to the general
assembly will be able to make use of the right of representation:

 ON Shareholders with more than 15% of a company’s voting capital will
be able to appoint one board member.

 PN Shareholders with 10% or more of total capital will be able to
appoint one member of the board of directors.
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Additionally, controllers (defined as those having more than 50% of voting
shares) will be allowed to appoint the same number of board members as
elected by minority shareholders plus one extra board member.

This change has important implications for both ON and PN investors.
Note, for instance, that the fact that PN investors will be able to appoint
board members could create an important incentive for controlling
shareholders to buy PN shares in order to have complete board control.

n Clarification of Fiscal Council Duties: Members of the Fiscal Council are
expected to supervise the company’s management and board members to
ensure that they are fulfilling their obligations. It becomes, therefore, their
duty to inform about crimes and fraudulent behavior as well as suggest
remedies. Unfortunately, the Executive vetoed the proposal of a 3 person
fiscal council with direct participation of representatives from ON and PN
minority shareholders in the Fiscal Council.

n Insider Trading: Administrators, controlling shareholders and Fiscal
Council members will have to disclose modifications to their stock
ownership to the CVM and the stock exchanges. Additionally, the law
stipulates that insider trading is a penal offense. Increasing transparency
about insider trading is critical to any improvement in the level of
confidence in the market.

2. Changes Affecting the Regulatory/Supervisory Body - CVM

Some of the major changes affecting the CVM (Brazilian equivalent to the US
SEC) are related to the vagueness of this law in several aspects, therefore
requiring the interpretation of the CVM. This should allow the CVM to
regulate on several issues, increasing its powers. Among some of the major
changes affecting the regulatory/supervisory entity we find:

n Improving the Structure of the CVM: If the Medida Provisoria is approved
as we expect, the CVM will become an independent entity both financially
and hierarchically. Its president and its 4 directors will be appointed by the
Brazilian President and confirmed by the Senate and will serve a 5-year
term without re-election. The CVM will be able to use its own revenues as a
source of financing. The independence of the CVM is critical for the
improvement of its functions

n Increasing CVM’s Power and Jurisdiction: The CVM will be the
regulator/supervisor for all publicly traded securities and derivatives. The
CVM will have authority over all companies with publicly traded securities,
as well as their administrators and controllers. It will also have jurisdiction
over the stock exchanges, future exchanges, over-the-counter organized
markets and compensation and liquidation entities. The CVM will also have
the authority to sign agreements with other similar institutions in the
international arena.

n Expanding CVM’s Regulatory/Supervisory Role: As explained earlier, the
law seems to leave open several issues to be regulated by the CVM. We
believe that this is very positive since regulatory changes (which do not
need to be approved by Congress) can be altered more easily to conform
to modernization than legislative changes (which do need to be approved
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by Congress). Some of the areas that the CVM is requested to
regulate/supervise are:

 Regulate on most matters related to the creation, operation,
administration and termination of an exchange.

 Regulate the set of conditions for allowing persons to work in the
financial markets.

 Regulate on minimum disclosure of information for listed companies,
controlling shareholders and insiders. Also, regulate their trading
activities with their own shares.

 Create norms for tender offers and for the sale of control of a company.

 Supervise the fairness of the financial principles used in determining the
minimum price to be paid in a tender offer or a change in control.

 Supervise and punish fraudulent practices.

 Delay general assemblies if they believe that shareholders did not
receive enough notice about the importance of the issue to be debated.

n Giving Teeth to the CVM: The CVM will be granted more leeway in order to
accelerate its legal investigations into wrongdoing. The decree that was
signed by the Executive indicates that the CVM will be able to punish
fraudulent practices while the new corporate law stipulates jail terms for
certain crimes. We are not sure if this clause will allow the CVM to
prosecute wrongdoers or if it will only allow it to fine them. Yet, these are
very important changes since it makes the CVM a more powerful
organization in terms of fining or prosecuting criminal acts.

n Crime and Punishment: The new law specifies several criminal activities
and even specifies the punishment associated to each one of them:

Table 3: Crime and Punishment

Crime Punishment

Stock Price Manipulation 1 to 8 years in jail plus fines
Use of Inside Information 1 to 5 years in jail plus fines
Work in the Financial Markets Without Proper Authorization 6 to 24 months in jail plus fines
Source: Lei n°10.303 de 31 de Outubro de 2001

We are very encouraged with these measures, and would expect them to be
an effective inhibitor.

n Increase the Number of Days Before Assemblies: The CVM will be allowed
to increase by up to 30 days the number of days before a General
Assembly meeting if it feels the matter is complex and needs more time to
be analyzed. The CVM will also be allowed to extend by up to 15 days the
number of days before an Extraordinary General Assembly meeting. These
two clauses are particularly important for foreign investors, who have
generally felt that there was not enough time before an important
Assembly vote.
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n Minimum Float: As stated above, the CVM will be able to determine the
minimum float, requiring the controlling shareholder to tender for the
remaining shares. According to the law, the controlling shareholders would
have to increase their participation in the company to trigger the CVM to
force the majority shareholder to tender for the remaining shares. This is
very positive since it may remove very illiquid stocks from the market.

n CVM Regulating Control Sales: The CVM must regulate public tender offers
for changes in control and approve the price of the transaction. Allowing
the CVM to regulate on this issue increases the importance of the CVM and
grants flexibility to the process, given that it is easier to change a
regulation than a law.

3. Vetoes and Reinstatements

Although several aspects of the bill were vetoed, minority shareholders are
still much better off now than they were before the law was approved.
Unfortunately, we viewed these clauses as important to increase
transparency, improve corporate governance and protect minority
shareholders. Among those Executive vetoes, the most important included:

1. Minority shareholder participation in the fiscal council,

2. The right of shareholders with 10% or more of the company’s capital or
5% or more of the voting capital to request a General Assembly meeting
if they feel there is a conflict of interest,

3. Allowing companies to extend tag-along rights to PN (non-voting)
shareholders at their discretion and at whatever rate they decide, and

4. Allowing the CADE (anti-monopolistic council) to veto the naming of a
board of directors member if the CADE feels there is conflict of interest.

5. Granting additional rights to the CVM (Brazilian Securities and Exchange
Commission).

However, on the issue of the CVM, the Executive issued a Medida Provisoria
(Executive order) and a Decree reinstating most of the vetoed articles of the
bill regarding CVM powers. This vetoing and restating of the same points via
a Medida Provisoria and Decree is due to technicalities of the Brazilian
Constitution. Both houses of Congress must now approve the Medida
Provisoria within 60 days, with only one 60-day extension of the
congressional approval deadline being allowed. Thus, Congress has a
maximum of 120 days to vote on this Medida Provisoria. Given that Congress
already approved most points being reinstated through Medida Provisoria,
we do not expect any major problems for their approval. However, Congress
does have the authority to change the Medida Provisoria. The Decree is
effective immediately and becomes valid for all practical purposes in 120
days, same as the corporate law.
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Other Vetoed Proposals

Below we list some proposals that were vetoed without reinstatement via
Medida Provisoria or decree:

n Proposal for the creation of the Committee of Accounting Standards
(Comitê de Padrões Contábeis),

n Proposals to grant authority to the CVM to name a fiscal director to a
company where fraud has been determined,

n Proposal to force auditors and independent auditors to keep their records
about companies they audited in order for at least 5 years, and at the
disposal of the CVM, the federal and regional accounting councils and the
Central Bank.
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Brazil’s Largest Corporations Ranked According to ON-PN Discount

Table 4: Brazil’s Largest Corporations Ranked According to ON-PN Discount

Daily Vol

(US$000)

Float (%) Price (R$) Shares

Outst.

Total Mkt Cap Largest Shareholder

Company Name Discount 29/10/01 ON PN 18/09/01 (M) (%) (US$M) (%) (%) Name Disclosed

Petrobras ON -3% 7720 44.3 53 1086 67.5 21127 84 Uniao Federal 4/23/2001
Petrobras PN 21501 100 51.7 1086 67.5 20609 0 4/23/2001
Telemar ON 11% 1947 44.4 0.0249 378251 80.1 3457 40.2 Telemar Participacoes S.A. 6/21/2001
Telemar PN 25451 97.9 0.028 378251 80.1 3887 9 6/21/2001
Eletrobras ON -9% 3171 21.3 0.036 537503 30.5 7102 58.4 Uniao Federal 6/4/2001
Eletrobras PNB 4999 79.2 0.03305 537503 30.5 6520 20.7 6/4/2001
Embratel Part ON -6% 2096 42.8 0.00791 334399 76.3 971 51.8 Startel Participacoes Ltda 6/29/2001
Embratel Part PN 5031 96.1 0.00748 334399 76.3 918 0.7 6/29/2001
Embraer ON 18% 1472 15.6 9.71 543 37.9 2214 24.4 Caixa Prev Func BB - Previ 6/4/2001
Embraer PN 2889 55.9 11.85 543 37.9 2702 28.7 6/4/2001
Vale Rio Doce ON 1% 1339 42.8 51.2 389 43.9 7425 51.8 6/11/2001
Vale Rio Doce PNA 8294 93.8 51.7 389 43.9 7498 19.3 6/11/2001
Copel ON -39% 1300 15 0.02 273655 44.5 2009 58.6 Estado do Parana 5/7/2001
Copel PNB 2212 77.8 0.01435 273655 44.5 1441 20.7 5/7/2001
Brasil T Par ON 4% 839 42.4 0.0147 348323 76.5 1879 51.8 Solpart Participacoes S.A. 6/20/2001
Brasil T Par PN 4887 96.4 0.01526 348323 76.5 1951 3.6 6/20/2001
Tele Celular Sul ON 17% 425 43.3 0.00244 337219 76.8 302 56.1 Bitel Participacoes S.A. 6/7/2001
Tele Celular Sul PN 1265 97.1 0.00293 337219 76.8 363 4.1 6/7/2001
Brasil ON 15% 252 5.6 0.0074 711972 8.6 1934 NA Tesouro Nacional 6/4/2001
Brasil PN 1411 12.4 0.00871 711972 8.6 2276 NA 6/4/2001
Ambev ON 9% 298 30.8 0.405 39215 70 5829 55.2 Empr de Cons Adm e Partic S/A Ecap 6/18/2001
Ambev PN 3621 97 0.44651 39215 70 6427 1.6 6/18/2001
Bradesco ON 18% 223 29.9 0.00849 1445436 59.7 4504 50.6 Cidade de Deus Cia Cial de Partic 5/2/2001
Bradesco PN 6667 96.9 0.01032 1445436 59.7 5475 2.7 5/2/2001
Cesp ON 2% 175 16.3 0.0129 93698 27.8 444 60.5 Fazenda do Estado de Sao Paulo 6/18/2001
Cesp PN 891 40.2 0.0131 93698 27.8 451 28.8 6/18/2001
Cemig ON 1% 189 16.1 0.0263 159000 62.1 1535 51 Estado de Minas Gerais 6/18/2001
Cemig PN 3893 97.9 0.0267 159000 62.1 1558 2.1 6/18/2001
Unibanco ON -156% 28 3.4 0.11 140653 40 5679 54.6 Unibanco Holdings S/A 6/19/2001
Unibanco PN 159 82.4 0.043 140653 40 2220 0 6/19/2001
Telesp Operac ON 14% 170 15.2 0.02149 494396 13.7 3899 42.2 SP Telecom. Holding S/A 4/18/2001
Telesp Operac PN 1022 12.9 0.02509 494396 13.7 4553 3.7 4/18/2001
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Telesp Cel Part ON 8% 154 14.9 0.00531 458368 58.8 893 23 Portugal Tel. Inv. SGPS S/A 5/17/2001
Telesp Cel Part PN 7690 82.3 0.00577 458368 58.8 971 8.5 5/17/2001
Tele Nordeste Celul ON 8% 77 30.9 0.00247 337769 72.1 306 89.2 Bitel Participacoes S.A. 6/18/2001
Tele Nordeste Celul PN 1844 97.2 0.00269 337769 72.1 333 74.1 6/18/2001
Telemig Celul Part ON -47% 75 28.7 0.005 334747 71.7 618 46.2 TelPart Participacoes S/A 6/21/2001
Telemig Celul Part PN 1362 97.1 0.0034 334747 71.7 420 7.4 6/21/2001
Tele Centroeste Cel ON -74% 62 21.3 0.008 364399 70.7 1076 51.9 Bid S.A 6/18/2001
Tele Centroeste Cel PN 1563 96.3 0.00461 364399 70.7 620 3.1 6/18/2001
Tele Norte Celular ON -35% 35 31.7 0.0014 334653 72.8 172 95.8 Tele Norte Leste Part. S.A. 6/20/2001
Tele Norte Celular PN 214 97.1 0.00104 334653 72.8 128 60.5 6/20/2001
Bradespar ON 5% 32 23.8 0.00059 1507283 49.6 326 50.6 Cidade de Deus Cia Cial de Partic 6/20/2001
Bradespar PN 595 76.2 0.00062 1507283 49.6 343 2.7 6/20/2001
Tele Leste Celular ON -59% 27 41.6 0.00116 479445 71.7 204 51.8 Iberoleste Participacoes S.A. 4/19/2001
Tele Leste Celular PN 744 87.6 0.00073 479445 71.7 128 3.3 4/19/2001
Paul F Luz ON 1% 33 5.1 0.074 37327 4.2 1014 33.5 Serra da Mesa Energia S/A 6/11/2001
Paul F Luz PN 1 3.7 0.07502 37327 4.2 1028 38.3 6/11/2001
Source: Deutsche Banc Alex. Brown estimates and Bloomberg
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Figure 7: Recent Latin America Strategy Corporate Governance Publications

Date Report Title Analyst Responsible
25-Oct-01 Latin America Strategy Renato Grandmont

Brazil: Delaying The Corporate Law

28-Sep-01 Latin America Strategy Renato Grandmont
Brazil: FX Accounting Changes

20-Sep-01 Latin America Strategy Renato Grandmont
Brazil: Corporate Law Nears Final Approval

29-Jun-01 Latin America Strategy Renato Grandmont
Argentina: Protecting Minority Shareholders

28-Jun-01 Latin America Strategy Renato Grandmont
Brazil: Welcoming Bovespa’s First Level I Companies

4-Jun-01 Latin America Strategy Renato Grandmont
Mexico: Upgrading Minority Shareholder Rights

1-May-01 Latin America Strategy Renato Grandmont
Who Has The Best Corporate Governance In Latin America?

3-Apr-01 Latin America Strategy Renato Grandmont
Brazil: Minority Shareholders Gain As Lower House Approves Corporate Law

5-Mar-01 Latin America Strategy Renato Grandmont
Brazil: Focusing On Corporate Governance

25-Oct-00 Latin America Strategy Renato Grandmont
Chile: New Tender Offer Law Provides Stronger Shield For Minorities

14-Sep-00 Latin America Strategy Renato Grandmont
Brazil: CVM Clarifies Tender Offer Rules, Reading Came As We Expected

11-Sep-00 Latin America Strategy Renato Grandmont
Brazil: Positive New Tender Offer Regulations

8-Jun-00 Latin America Strategy Renato Grandmont
Brazil: Securities Legislation Advances -- Buy ON Shares!

31-Mar-00 Latin America Strategy Renato Grandmont
Brazil: The New Securities Law -- Buy ONs!

28-Mar-00 Latin America Strategy Renato Grandmont
Brazil: Minority Shareholders -- News From The Motherland!

14-Mar-00 Latin America Strategy Renato Grandmont
Brazil: Is There Hope For ON Shareholders?

18-Feb-00 Latin America Strategy Renato Grandmont
Brazil: Changing Securities Laws

Source: Deutsche Banc Alex. Brown estimates and company information
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Additional Information Available upon Request

Disclosure Checklist

Company Disclosure Company Disclosure

Alfa Distribucion y Servicio
Ambev Elektra
América Móvil 10 Femsa 10
Apasco Eletrobras PNB 10
Aracruz Celulose 10 Embratel 10
Argos Endesa Chile
Asur Enersis
Banacci 2 GF Galicia 7,2
Banco do Brasil (Not Rated) Gigante
Banco Edwards 2 Globo Cabo
Banco Frances 2 Gruma
Banco Hipotecario 2 Itaubanco 2
Banco Santander Chile 2 Iusacell
Banco Santiago 2 Kimberly-Clark de México
Bancomer 2 Light ON
Bansud 2 Maseca
Bimbo Metrogas 10
Bradesco 6,2 Metropolitana PN
Brasil Telecom 10, 11 Modelo
Capex 10 Panamco 10
Carso Pepsi-Gemex
CBD 11 Perez Companc 10
CCU Petrobras 1,10
Celesc PNB Quilmes
Cemex 1,2,7,10,11 Sabesp ON 7
Cemig PN 10 Sanluis
Central Puerto Soriana
Chilectra Tele Celular Sul
CIE Telemar 10
Coca-Cola Femsa 10 Telemig Celular
Coelce PNA Telesp Celular 10
Comercial Mexicana Televisa
Consorcio ARA Telmex 10,11
Contal TGS 10
Copel PNB TVAzteca
Corporación GEO Unibanco 2,10
Costanera Vitro 10
CVRD Votorantim Celulose 10
Desc 10 Walmart de Mexico
Source: Deutsche Banc Alex. Brown estimates and company information

1 Within the past three years Deutsche Bank AG and/or one of its affiliates has managed or
co-managed a public offering for this company.

2 Deutsche Bank AG and/or one of its affiliates maintains a net primary market in the
common stock of this company.

3 Deutsche Bank AG and/or one of its affiliates acts as a corporate broker to this company.
4 An author or the immediate family member of an author of comments on this company has

a beneficial position in the common stock.
5 Deutsche Bank AG and/or one of its affiliates has a beneficial position in the shares of this company.
6 A director, officer or employee of Deutsche Bank AG and/or one of its affiliates serves on

the board of directors of this company.
7 Within the past three years, Deutsche Bank AG and/or one of its affiliates has participated in a

private resale of securities made pursuant to Rule 144A under the Securities Act of 1933.
8 Deutsche Bank AG and/or one of its affiliates owns five percent or more of the outstanding

shares of any class of security of this company.
9 Deutsche Bank AG and/or one of its affiliates has received compensation from the issuer of

the security for investment banking services.
10 This stock is optionable.
11 This company has a convertible issue outstanding.
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