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In our End of the Year 2006 Editorial we forecasted that on the basis of past year
experiences and the people and circumstances involved, in 2007 there will be a
consolidation of the policies so far implemented by the Government: more
Keynesian measures, price controls and a devalued peso through Central Bank
intervention in the market.

Argentina has now elected Cristina Fernandez de Kirchner (Cristina as she asked to
be simply called during her campaign) as its new president for the next four years.
Many people enthusiastically talked about the possible changes in the policy of the
Government during her tenure. We will try to provide our readers with a reality
analysis based as in 2006 editorial in the past experiences:

° The year 2007 was, as it were the years 2004 to 2006 under the Nestor
Kirchner Administration, an extraordinary good year and ended up in full swing.

° The forecast for at least the next two years shows that commodity prices are
going to continue at record prices. Exports of commodities are more than sixty
percent of Argentine revenues.

. Increase in consumption fueled by Government Keynesian policies has boost
production and generating record production levels (automobiles, electronics,
clothing, home supplies, etc.) and with them more employment.

. An aggressive plan of public works has been implemented on a regional basis.
One of the last public speeches of Nestor Kirchner was at the convention of the
Association of Construction Companies attended by close to a thousand buoyant
entrepreneurs cheering the “come back” to the years of public works policies. The
reality is that this come back has created more than half a million new jobs.

° The year 2007 brought more income in the pocket of the workers and retirees
by mandatory increases above levels of inflation but it also brought more income at
almost every business level.

o Of course, it also brought back inflation. But in our editorial of last year we
said: that “The Government will continue to provide more incentives to the
expansion of the economy to increase the levels of economic activity by raising
consumption and therefore creating employment. It is a political year and running
the risk of inflation is a worth price to pay to win the election in the first round.
Therefore, we will see more of the same monetary and fiscal policy and price
control”.

o Since 2003 to 2007 these are the achievements of the Kirchner era in
numbers: a) Unemployment dropped from 17,6% to 9,5%; b) poverty index from
54% to 23,4%; c) Central Bank reserves grew from u$s 11 billions to u$s 45 billions;
d) the public debt in relation to the Gross National Product dropped from 73% to
51%; e) agricultural production grew from u$s 13 billions to u$s 23 billions and f)
she won by 45,22% of the votes; most of his candidates for governors won their
elections and she has now the majority in the chamber of representatives and the
Senate.

There are then no reasons for Cristina to change. The Cabinet members have
barely changed. What has really changed? The control of both the Senate and the
Chamber of Representatives; the opposition parties have been divided and it will
take years to rebuild a political force with coherent policies and leaders that look
beyond their own ambitions; but most importantly a “shadow power” has emerged to
be conducted by Nestor Kirchner which aims at creating a new political force which
will mobilize young aspiring politicians (a rebirth of the Juventud Peronist Movement
of the 1970’s) and at controlling the machinery of the Peronist Party.

The philosophy behind Cristina’s policy and of the raising new political force is the
rebirth of the Argentine privately owned industry, of the interventionism of the State
in the economy as a guardian and active player in the market and a more
aggressive foreign policy.



Governance Code

Following the international trend of fostering good practices of corporate governance, the Argentine
Government has recently issued a set of non-mandatory corporate governance recommendations for
companies that offer securities to the public (“Public Companies”), to further improve the corporate
governance legal framework. On October, 2007, the Argentine Securities Commission (Comisién Nacional
de Valores “C.N.V.”) issued a resolution approving recommendations listed by such resolution as the
minimum contents that these companies could include when issuing their own internal Corporate
Governance Code.

Although these recommendations are not mandatory, there is a new obligation for the Board of Directors of
Public Companies to file a new separate report at the time of filing their financial statement with the CNV
informing if the company follows, and in which manner, the recommendations. Otherwise, the Board of
Directors shall explain the reasons why the company does not follow the recommendations, and in this
case, if they will be followed in the future. This obligation is effective as of from January 1, 2008. The main
recommendations contemplated in the new resolution are summarized as follows:

Issuer’s policies towards the economic group and its members: The Board of Directors shall inform the
shareholders of the company of the existence of transactions between affiliates and related companies,
and transactions with shareholders and Board members, in order to assure the compliance of the duty of
care, loyalty and independence.

Corporate By-Laws: The Board of Directors shall evaluate if the provisions included in the Corporate
Governance Code of the company shall be included totally or partially in the By-Laws of the company. The
Board of Directors must also ensure that the By-Laws provide for the obligation of the members of Board of
Directors to inform of any personal interest that may constitute a conflict of interest.

Corporate strategy: The Board of Director shall approve the policies and general strategies of the
company, particularly the business plan, investments and financing policies, corporate governance
policies, social responsibility policy, risk management and control policies and directors and managers
training policies.

Internal Control and Risk Management Policies: The Board of Directors shall inform to the shareholders if
the Board has established an internal control and risk management policy, and if such policies are updated
permanently to adapt them to the best practices on the subject.

Audit Committee: The Board of Directors shall explain to the shareholders the appointment procedure and
composition of the Audit Committee.

Corporate Governance Committee: The Board of Directors shall appoint a Corporate Governance
Committee that shall establish the guidelines for the selection and appointment of the Directors and
executives of the Company.

Auto-evaluation of Board of Directors performance: Before the Annual Meeting of Shareholders of the
company, the Board of Directors shall auto-evaluate their performances and file a report on the matter at
the Annual Meeting.

Members of the Board of Directors. Independent Directors. The Board of Directors must explain and
describe if they have a policy with respect to the number of independent Directors and its proportion in the
Board. They must also inform to the public the proportion of executive, non-executive and independent
Directors within the Board, indicating the category of each Director.

Periodical meetings with Shareholders. Shareholders information services: The Board of Directors shall
inform to the shareholders if they will hold informational meetings in addition to the ordinary corporate
meetings of the company. The Board shall also inform to the shareholders if there is a specific office
location to address questions and answers not related to the strategy of the Company.

Control market in order to favor minority shareholders. Tag along rights in takeovers: The Board of
Directors shall evaluate, taking into consideration the protection of the minority shareholders rights, the
convenience of the existence of a Control Market. In particular, the Board shall explain to the shareholders
the basis for the decision to enroll or not in the mandatory regime for public offering acquisitions (tag-along
rights).

Dividends policies: The Board of Directors shall evaluate the convenience of establishing dividends
payments to shareholders.

Corporate relations with the community. Confidentiality standards and web site content: The Board of
Directors shall inform the shareholders if the company has a web site with free access by the public that
provide information and evacuate in an updated, informative and friendly manner, the concerns of the
users of such web site.

Rotation of comptrollers and of external auditors: The Board of Directors shall analyze the rotation policy
for internal and external auditors.

Progresses in the implementation of
the National Registry of
Corporations

For the purposes of organizing the
National Registry of Corporation
(created By Law 26,047 in August,
2005) the Office of Corporations of the
City of Buenos Aires and the Federal
Administration of Public Revenues
issued a joint resolution establishing
the operative regulatory body and the
initial chronogram for the beginning of
such registry.

The starting date of this registry shall
be on November 19, 2007. The
Resolution  also  approves the
application software and details the
data to be inserted.

For the time being, only the
commercial companies included in
Section 299 of the Corporation Law
(those that are subject to permanent
governmental control due to its object
or to its corporate capital) must file
their registration before the Office of
Corporations by a sworn statement
generated pursuant to the application
software developed to such purposes.

For the rest of the companies the
registration is not mandatory.

Additionally, the resolution states that
as from the beginning of the procedure
the Office of Corporations shall
request the Federal Administration of
Public Revenues the Tax identification
Number (C.U.L.T.) of the new company
that shall be delivered together with
the registration of the company.

Corporate use of the Word
“Mercosur”

On October 24, 2007 Resolution Nbr 2
of the Office of Corporations was
published in the Official Gazzette
modifying the regime that rules the
denominations of corporations.

The new Resolution establishes that:
(i) the Word “Mercosur’ cannot be
used solely but as part of the corporate
name; (ii) the corporate name must
have a relation with the object of the
company and (iii) the word “Mercosur’
must not be used in a misleading
manner leading to confusion with
public entities.

Likewise, it establishes the obligation
by the company to credit that it fulfills
its activities in several countries part of
the Mercosur in the case the term
“Mercosur” or similar wording is
included in the corporate name.



End of the double indemnity for termination.

By National Decree Nbr 1224/2007, of September
10, 2007, the National Executive Power has
decided to put an end to the suspension of labor
terminations provided for in National Law 25,561
and therefore also ending with the so called “double
indemnification”.

The grounds for the ending of such termination
increase -that was implemented after the economic
crisis of 2001 with the purposes of minimizing
social negative impacts and avoiding massive
terminations- is that the unemployment rate for the
period of April-June 2007 was of 8.5%, that is to
say less than the 10% rate that the law established
as a limit for the existence of the double
indemnification.

This decision helped resolving the uncertainty
created as, notwithstanding the unemployment rate
had been for several months less than 10%, all the
economic sectors were expecting an express
regulation clarifying the situation.

Shopping centers are now obliged to borne
labor termination costs from its tenants.

The National Labor Court of Appeals (the “Court”)
has recently rendered a decision in the case
“Deluca Daniela Vanesa c/ Produ Media S.A. and
others against termination” stating the subsidiary
obligation of a shopping center with respect to
indemnifications for labor termination of employees
of its tenants.

Pursuant to this decision, Shopping Alto Palermo,
one of the largest and widely known shopping
centers of Buenos Aires, will now have to pay
termination costs for an employee that was working
for a store located inside the shopping.

The decision, that revokes the initial decision of the
Third Room of the Labor Court, is based on the
facts that the profits of the shopping directly
depended on the profits of each tenant and that
both defendants —the shopping and the tenant
company- had the same main activity, turning the
situation similar to an outsourcing relation in which
a joint liability applies pursuant to Section 30 of Law
20.744 (the “Labor Law” or “LCT").

With this decision, all shopping centers are now
exposed to labor claims arising out of labor
relations from employees of third companies,
having to face judicial claims related to labor
relations of an employee that was not under its
direct control.
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Pursuant to Resolutions 2177 and 2289, the Federal Administration of Public
Revenues (AFIP) has established a special regime for the electronic issuance
and keeping of original records for the following transactions: (i) purchase and
sale of movable goods; (ii) rental and services agreements; (iii) rent of goods
and of works and (iv) advance payments that fix the price (hereinafter, the
“electronic invoicing regime”).

All those contributors and/or responsibles that are considered as registered in
the value added tax are included in this regime as long as they render the
following services:

Health plans payable in monthly installments.
Cable and/or satellite TV.

Internet Access payable in monthly installments.
Mobile telecommunication.

Transport of money and/or other valuable goods.
Security.

Building or offices cleaning services.

The regime applies to invoices, credit and debit notes in general excluding
certain receipts such as, in example:

export invoices;
the “informed” invoices;

the invoices that back transactions with final consumers in which the good
was delivered or the service rendered in the store or in the office;

the receipts issued by those entities or individuals that perform
transactions that require a special legal treatment in the issuance of its
receipts (stock agents and of open markets, national airport terminal
licensees, services rendered for the use of airports corresponding to
domestic or international flights, newspaper and magazines distributors
and similar);

Invoices issued by centralized, decentralized or independent entities of the
Federal, National, Provincial or Local Government or by the City of Buenos
Aires that are not companies or entities that belong total or partially to
such Governments; the tickets, invoices, debit notes and other fiscal
documentation issued by means of the so called electronic “Fiscal
Controller’ and similar documents issued by entities or individuals
specially authorized by the AFIP.

The chronogram for the beginning of the mandatory system is:

Health plans, cable and/or satellite TV and internet access: as of April 1st,
2007.

Mobile telecommunications: as of July, 1st, 2007.

For the rest of the activities above mentioned: as of October, 1st, 2007.



