
Telebras is a holding company for 28. operatiing subsidiaries, anid is requîred by Iaw to owni more
than 50% of the voting stock of each Operaltilng SLbsidiary. Each orf the Telebras operating
siubsidiaries, other than Emnbratel (which operates on a nationwide basis) fias its operat ions
limfted tq state or territorial borders. Telebras controls each subsidiary. defining, growth,

iiw int gudelines and establishing operating rules. Ail important administrative decisions by
the subidaries inust be approved by~ Te1ebras, and as a inatter of Brazilian corporate law, the
holding comnpany is required to allocate 5% of its net profits to a legal reserve fiund, utl suieh
fund attains 25% of the capital of the corporation. Corporate law also requires that a dividend of
a minimum 25% of annual net profits be pald out to shareholders. Tefebras is also in charge of
controlling the dividend policy of eachi of its operating subsidiaries.


