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PREFERRED SHARES

o Non voting shares - capped at 50%, of the capital
steck for new companies and |POs of non-listed
companies.

o Companies already listed’ may keep the 2/3 non
Voting snareratio, Including in fiuture share ISsues.

o Possibility of overriding snareholders preemptive
rights In fiuture capital Increases to adopt the new
50/50 common/pr eferred share ratio.

PINHEIRONETO ADVOGADOS



PREFERRED SHARES

o Minimunm preferences for trading on the market:

(A) prierity In receipt ofi dividends corresponding
to at least 3% of the beek value per share (after
this prioerity condition s met, equall conditions with
common shares); or

(B) dividends 10% higher than those paid for
common shares; or

(C) tag-along right at 80% of the price paid to the
controlling sharenholder(s) in case of transfer of
control.
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PREFERRED SHARES

o A oneyear term to adapt the company’ s bylaws.
Minimum, preferences immediately applicable to
ISSUes of new preierred shares.

o \oting rights are vested If the company fails to
distribute the 25% mandatoery dividend.

o« Golden, Share - privatized companies -
Government may keep veto rights over certain
matters at the Shareholders M eetings.
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REDENMPTION! (“Resgate?)

o Approeval firem at least half of the affected class of
snares, unless there is a provision to the contrary.
in the Company:s bylaws.
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DEBENTURES

o Amortization/redemption in casn, assets or rignts.

o |ndenture registered with the Board of Trade
Instead of the Real Estate Registry.
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ARBITRATION

o Bylaws may provide for reselution of disputes by
arbitration - Aritrater te lbe specified.

o Shareholders agreement- arbitration award will
produce all the efifiects of a vote that 1s not cast.
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SHAREHOLDERS AGREEM ENT

Aggrieved snarenolder - right to vete with shares

heldl by the absent, silent or albstent snarenolder or
Board member.

mpossibility. of termination Ifi the agreement
orovidesfor a defined term or condition.

Proxy - aceeptability of aterm exceeding one year.

Appointment by the shareholders of a person to
act as representative with the Company.
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9

SHAREHOLDERS MEETINGS
CALL NOTICE

15 call - listed companiies- 15 daysin advance:
219 call - listed companies- 8 daysin advance.

CVM - may reguest a 30-day call in advance for

complex transactions. Pessibility of a 15-day stay In
the timeframe and of netification of any breachesin
legal/regulatery provisions.

Remittance of tramnsaction documents to Stock
Exchanges on the same day of the publication of the
call notice.
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RIGH T 1O WI ITHDRAW
(* Direito de Recesso: )

o Consolidation, merge: and participation in a
group off companies - the right tor withdraw: does
not apply It there Is liguidity. and dispersal
(“dispersao”) of the type or class of snares In
guestion on the market.

Liquidity - participation In a stock index, in Brazl
or abroad.

Dispersal - controlling shareholder(s) holds less
than half of the type or class of sharesin guestion.
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RIGH T 1O W1 ITHDRAW
(* Direito de Recessor )

o Partial Spin-off - The right torwithdraw: applies in
case ofi:

(@) change Ini the corporate purpese, unless the
Company’'s assets/liabilities are contributed to a
company. that Is engaged In substantially the same
activities;

(b) reduction in the mandatory dividend; or

(c) participation in a group of companies.

PINHEIRONETO ADVOGADOS



BOARD OF DIRECTORS

o 1/3 of the Board members may be foreign individuals

resident eutside
o Non-contrelling

of the country.
shareholders - Election of (1)) two Board

members by separate cast by: (a) at least 15%, of the

Voling snares,

and (b) preierredl non voting or

restricted voting snares, representing 10%, of the total

capital stock; or (1) (c) election of one Board memier
Py veting and nen veting non-contrelling snarenolders

representing at
Stand-by perioc

Meeting, Boarae

east 10% of the total capital stock.

- Up to the 2005 Annual Shareholders
members elected In accordance with

letters () and (c) above must be chosen out of alist with
three names prepared by the controlling shareholder(s).
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BOARD OF DIRECTORS

o Bylaws - pessibility: of providing fior election off ene
Board member by employees.

o CADE (Brazlian Antitrust Agency) may: veto Boarad
members that may represent a petentiall risk to
“free.  competition” (the same  Individual
participating In the Board of Directors of two
competitors, for example).

Resolution by majerity vote. The Company’s bylaws
may set a supermajority vote for approval ofi certain
matters.
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INDEPENDENT AUDIFTORS

o \eto right ensured to the Board members elected
Py the non-contrelling snarenolders.

o Working papers should be kept available for
Investigation for at least fiveyears.
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EISCAL BOARD
(* Consellhoe Eiscal)

Rulles applicable toilisted companies:

o One member elected by the majority ofi the (a)
preferred nen-voting and  restricted  voting
shareholders tegether with (19) voting snarenolders,
excluding the controlling sharehoelder(s).

One member elected by the controlling
snarenolder(s).

Third member elected by the majority of the voting
and non voting shareholders.
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INSIDE INEORMATTON

o Specific provisien against the use of privileged
Infiermation by any Insider.

Managers (executive officers, board of directors
and' fiscal boeard members) and shareholders that
elected such managers - Duty to promptly infiorm
changes in thar stock ewnership poesitions to CVM
and Stock Exchanges.
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PREEMPTIVE RIGHTS

o Walver of or reduction In the 30-aay period fior
exercise ofi preemptive rights fior subscription of
capital Inereases, in the follewing events. (a)

placement/disposall ofi shares in Brazil or abroad,
on Stock Exchamges or throeugh  public
distribution, provided that actual dispersal is
ensured (as defined by CVM); or (b) exchange
offer in takeover bids.

PINHEIRONETO ADVOGADOS



TAG-ALONG RIGHT

o Propesal te restere the mandatery tender offer to
minority veting sharenolders ini case of change of
control - Trender offfier price should be 80%: ofi the
price. per saare paid te the controlling
snarenolder(s).

Minerity non veting shareholders may have the
same right Ifi established in the bylaws.

Excluson of companies under privatization
programs, provided the bidding notice Is
published before the new law comes into for ce.
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DELISTFING

o Jlender offer at fair value for cancelation; of
registration with: CVM. Eair value to e computed
pased on one o moere of: (a) book value; ()
“market value of the net werth™; (c) discounted
cash flew; (d) market comparablies; (e) stock price
on the market; or (f) any ether criteria accepted by

CVM.

Minority shareholders representing at least 10% of
the free float will have the right to reguest fior the
call of a special shareholders’ meeting to approve
the preparation of another appraisal based on the
same or a different criteria originally adopted to

define the fair value.
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DELISTFING

o Mandatory tender offer at fair value If the
controlling snarenclder(s) reaches a percentage
that restrains liguidity: of the free fleat (CVM
criteria).

Squeeze-out - Controlling sharehoelder(s) achieves
morethan 95% of the sharesthrough the Delisting
Tender Offer - Possibility of redemption of the
remaining shares.
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PROPOSED REFORM
OF LAW 6365/76

CVM - independent regulatory agency.

Board - One Chairman and fiour Commissioners
appointed by the President of the Republic.

A five-year term of office, reelection beng
proehibited.

Renewal of ene-fifth of the CVM Board every year.
Approval of candidates by the Federal Senate.
“Stand out Period” - 1/10 of the term of office.
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ADMIINISTTRATINE
PROCEEDINGS

o End of the possibility of appealing to CRSEN
(Natienal Financial System Appeall Council) in
case of unanimeusdecision by CVM Board.

o Disclesure ofi administrative proceedings, when
required in view of the public inter est.
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CRIMINAL OEEENSES

o Mianipulation - Imprisonment from one to eght
years and fine,

o |nsider Trading - Imprisenment from one to five
yearsand fine:

e [rregular exercise of position, profession, activity
or function - imprisonment from six months to
two years and fine.
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ACCOUNTING STANDARDS
COMMITFFEE - CPC

o A nonprofit. entity. Function: the studying,
preparation and disclesure off acecounting
principles, procedures and standards.

Nine members at the most: (a) CVM; (o) federal
accounting contrel body; (c) natienal entities

representing accountants;, (d) universities and
'esearch institutes.
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EEEECTIVENESS

EXisting companies- 120 days after publication.
New companies - iImmediate effectiveness.

Mandatery amendment to the bylaws of existiing
companies - one year as from the date the new
law comes into force.

Such amendment entails no right te withdraw.
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NEXT STEPS |IN CONGRESS

o The Drait Law shall be reviewed by the Senate.

— Senators.can propoese amendmentstherete.

o || amendments pass, the Draft Law: returns to the
IHoeuse of Representatives, for review.

o | ne amendments are proposed, the Draft snall be
approved or reected by the Plenary Sitting.

o Amendments can e propesed:
e In the Senate Commissions
e In the Plenary Sitting.
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INTTHE SENATE

e [ he Board of the Senate or Its President will decide one
of the fiollewing preceduresto be foellowead:

— (A) 2/3 of the Senators or political party leaders
fepresenting that querum; pPliepose Ulkgency.

o |- approved, the Drait Law: Is submiitted to vote

Within two Senate sessions (two Weeks); or

— (B) The Board submits the Draifit Law te review: by
the follewing House Commissions:

e Econoemic Affairs Commission (15 daysto review).

e Constitution, Justice and Citizensnip Commission
(20 daysto review).
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VARIABLES

Amendments in the Commissions, Ifi any, shall be
reviewed within an extra 15 days.

Each Commissions Reporter can reguest extra
timeto review the amendments.

T'he report shall be the basis fior discussing anad

voting the Drait Law.
Minority or dissidents can obstruct veting.
THUS:

— The actual timing of the procedure will be
defined by unforeseeable political 1ssues.

— No forecast of the approval timing can be made.
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FOL LOW-UP QUESHIONS

Sao Paulo Office
Antonio Mendes

amendes@pinhelronete.com.or
(55 11) 237-8510

CarlosA. Morera L ima Jr.
lima@pinhelronete.com.or
(55 11) 237-8570

Henrigue LLang
hlang@pinheironete.com.br
(55 11) 237-8618
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Rio de Janeiro Office

Ricardo Vielra Ceelho
rcoelho@pinhelronete.com.hr
(55 21) 506-1618

MiarceloViveres deMieura
myvmoura@pinhelreneio.com.or
(55 21) 506-1620

Brasilia Office - Conaress \Watceh

Caio | eonardo Bessa Rodrigues
caioleonar do@pinheireneto.com.br
(55 61) 312-9491
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