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To the Board of Directors and Stockholders

Itaúsa - Investimentos Itaú S.A.

1
We have audited the accompanying financial statements of Itaúsa - Investimentos Itaú S.A. and subsidiary companies as of December 31, 2001. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements. 

2
We conducted our audit in accordance with approved Brazilian audit standards which require that we perform the audit to obtain reasonable assurance about whether the financial statements are fairly presented in all material respects. Accordingly, our work included, among other procedures: (a) planning our audits taking into consideration the significance of balances, the volume of transactions and the accounting and internal control systems of the Company and subsidiary companies, (b) examining, on a test basis, evidence and records supporting the amounts and disclosures in the financial statements and (c) assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial statements.

3
In our opinion, the financial statements audited by us present fairly, in all material respects, the financial position of Itaúsa - Investimentos Itaú S.A. (Company) and of the Company and subsidiary companies (consolidated) at December 31, 2001 and the results of operations, the changes in stockholders’ equity and the changes in financial position of the Company for the year then ended, as well as the consolidated result of operations and the consolidated changes in stockholders’ equity for the year then ended, in conformity with the accounting principles determined by Brazilian corporate legislation. 

4
The accompanying accounting information at December 31, 2001 expressed in U.S. dollars has been translated from the accounting information expressed in reais, on the basis described in Note 4(b). This translation should not be construed as representing that the amounts in reais actually represent or have been, or could be, converted into U.S. dollars.

5 The audit of the financial statements as of and for the year ended December 31, 2000, presented for comparison purposes, was conducted by other independent accountants, who issued their unqualified report dated March 8, 2001.
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ITAÚSA - INVESTIMENTOS ITAÚ S.A.

NOTES TO THE FINANCIAL STATEMENTS 

YEARS ENDED DECEMBER 31, 2001 AND 2000

( In thousands of reais)

NOTE 1 - OPERATIONS

Itaúsa - Investimentos Itaú S.A. (ITAÚSA) and its subsidiary companies operate in several areas of activity in Brazil and abroad, as follows: 

· Finance

· Insurance, Pension Plan and Capitalization

· Wood and Construction Materials

· Technology and Electronic

· Chemicals

· Housing

· Support 

NOTE 2 – PRESENTATION OF THE FINANCIAL STATEMENTS

The financial statements of Itaúsa – Investimentos Itaú S.A. – (ITAÚSA) and the consolidated financial statements (ITAÚSA CONSOLIDATED) have been prepared in accordance with accounting policies derived from the Brazilian Corporate Law and instructions issued by the Brazilian Securities and Exchange Commission (CVM), the Superintendency of Private Insurance (SUSEP), and the Brazilian Central Bank (BACEN), which include accounting policies and estimates to calculate accounting provisions.

As regards ITAÚSA, equity in the earnings of the subsidiary Banco Itaú S.A. (ITAÚ) takes into consideration the amortization carried out based on estimated future profitability (10 years), of the goodwill arising from the acquisitions of Banco do Estado de Goiás (BEG) and Lloyds TSB Asset Management S.A., during this year, and of the banks Banestado (BANESTADO), Bemge S.A. (BEMGE) and del Buen Ayre S.A., and part of the shares of Itaú Bankers Trust Banco de Investimento S.A. – IBT (IBT) and BPI-SGPS, S.A, (BPI) during prior years in order to: a) avoid an unnecessary decrease in its stockholders’ equity to determine the operating limits, b) avoid an unnecessary capital increase, and c) obtain better compliance with the accounting principles of the market.

As regards ITAÚSA CONSOLIDATED, the same procedure adopted in the consolidated financial statements of ITAÚ was maintained, comprising full amortization of the goodwill during the years in which the purchases of investments were carried out in order to: a) allow better comparison with prior periods consolidated financial statements, and b) enable the evaluation of Net Income and Stockholders’ Equity by using conservative criteria. As regards BANESTADO, this amortization was offset directly against the recognition of deferred tax assets recognized up to the limit of this goodwill, as described in the following paragraph:

Tax credits are determined in BANESTADO, reflected in ITAÚSA through equity in the earnings of the subsidiary ITAÚ, in amounts considered adequate in relation to future profitability estimates, taking into consideration the operating reorganization in course (Note 11). As regards ITAÚSA CONSOLIDATED, taking into consideration that it relates to a broader context with greater synergy, which facilitates the maximization of results, these deferred taxes were recognized up to the limit of goodwill calculated on the purchase carried out by the subsidiary ITAÚ.  

NOTE 3 – CONSOLIDATED COMPANIES

The consolidated financial statements include ITAÚSA and its direct and indirect subsidiaries, including:

                                                                                                                              HOLDING (%)
	Financial area:
	12.31.2001
	12.31.2000

	
	
	

	Banco Itaú S.A. and subsidiaries
(a)
	47.71
	48.13

	Banco Banerj S.A. and subsidiaries

	47.71
	48.13

	Banco Bemge S.A. and subsidiaries
(a) 
	47.64
	48.06

	Banco Banestado S. and subsidiaries
(a) 
	46.46
	43.10

	Banco do Estado de Goiás S.A. (under process of change to Banco BEG

 S.A.) and subsidiaries
(a)(b)
	40.29
	-.-

	Banco Francês e Brasileiro  S.A.

	47.71
	48.13

	Banco Itaú Buen Ayre S.A

	47.71
	48.13

	Banco Itaú Europa, S.A. and subsidiaries

	89.77
	89.87

	Banco Itaú Europa Luxembourg S.A. and subsidiaries

	89.73
	89.82

	Cia. Itauleasing de Arrendamento Mercantil

	47.71
	48.13

	Intrag Distribuidora de Títulos e Valores Mobiliários Ltda.

	47.71
	48.13

	Itaú Corretora de Valores S.A. and subsidiary

	47.71
	48.13

	
	
	

	Insurance, Pension Plan and Capitalization:
	
	

	
	
	

	Itaú Seguros S.A and subsidiaries

	45.70
	46.20

	Itaú Capitalização S.A. and subsidiaries

	47.50
	48.13

	Itaú Previdência e Seguros S.A.

	47.50
	48.13

	
	
	

	Wood and Construction Materials:
	
	

	
	
	

	Duraflora S.A.

	49.02
	47.78

	Duratex S.A. and subsidiaries
(a)
	46.93
	45.74

	
	
	

	Technology and Electronic:
	
	

	
	
	

	Itautec Philco S.A. and subsidiaries 
(a)
	94.22
	95.02

	
	
	

	Chemical:
	
	

	
	
	

	Elekeiroz  S.A.
(a)
	97.93
	96.89

	
	
	

	Housing:
	
	

	
	
	

	Itaúsa Empreendimentos S.A. 

	99.99
	98.88

	PRT Investimentos S.A.

	99.99
	98.88

	
	
	


	Support:
	
	

	
	
	

	Itaúsa Export S.A. and subsidiaries 

	88.36
	88.47

	Itaú Turismo Ltda. 
(c)
	-.-
	99.92

	Itaú Planejamento e Engenharia Ltda.

	47.65
	48.13


(a) Listed company

(b) Investment acquired by the subsidiary Itaú on 12.04.2001.

(c) Investment sold to third parties on 08.01.2001.

NOTE 4 – SUMMARY OF THE MAIN ACCOUNTING PRINCIPLES

a)
Consolidation - The material balances of balance sheet accounts and the amounts of the transactions between the consolidated companies have been eliminated.  


The difference between ITAÚSA and ITAÚSA CONSOLIDATED in net income and stockholders’ equity results from the effects of the differing policies for the amortization of goodwill on acquisitions of investments and in the establishment of deferred tax assets from the subsidiary ITAÚ, as well as  own goodwill and goodwill from other subsidiaries, and the elimination of unrealized results on transactions among consolidated companies, which corresponding taxes have been deferred. (Note 6 d ).

b) Translation of the financial statements into U.S. dollars - For the convenience of the reader, all amounts in the accompanying financial statements at and for the year ended December 31, 2001 in reais have been translated into U.S. dollars at the official exchange rate of R$ 2.3204 per US$ 1 at December 31, 2001. This translation should not be construed as representing that the amounts in reais actually represent or have been, or could be, converted into U.S. dollars. Furthermore, if the translation had been calculated in accordance with US GAAP (SFAS 52, "Foreign Currency Translation"), significantly different amounts would have been presented.

Foreign exchange transaction gains or losses, if any, are reflected directly in income for the year.

c) Short-term interbank investments, credit operations, funds raised by subsidiary companies, funds obtained in the open market and other receivables and payables. – Transactions subject to monetary correction or foreign exchange rates are recorded at present value, calculated  "pro rata die" based on the variation of the contracted index. Real estate loans are adjusted to present value of future installments. Transactions with fixed remuneration rates are recorded at their redemption value, adjusted for any unearned income/expenses. Loans, discounted trade receivables and financings are recorded on the accrual basis until they are 60 days overdue. Income from recovery of credits, which have been previously written off, is recorded in Income from Loan Operations.  

d) Securities -  These are recorded at acquisition cost and adjusted by a provision to reflect market value, when this is lower.

The Circular 3068 of BACEN, of November 8, 2001, established new accounting evaluation and classification criteria of the existing securities in the portfolios of financial institutions as from 03.31.2002. According to this legislation, securities shall be classified in the following categories:

· trading securities – securities acquired with the purpose of being in and frequently negotiated, which shall be adjusted to market value through a contra-entry to the results of the period; 
· available for sale securities– securities which are not classified for trading, nor to be held to maturity, which shall be adjusted to market value through a contra-entry to a separate stockholders’ equity account; and 
· held to maturity securities– securities, except unredeemable shares, which the financial institution intends, and has the financial capability, to hold in its portfolio through the maturity date, which will be valued at acquisition cost plus accrued earnings through a contra-entry to the results of the period.
Subsequently, through Circular 3082 of January 30, 2002, BACEN changed the date of implementation to June 30, 2002, also establishing criteria to record and evaluate the derivative financial instruments. In case the implementation of the new criteria had occurred on December 31, 2001, the resulting adjustment would have increased stockholders' equity by R$ 157,687 - US$ 67,957 , net of taxes.

e) Allowance for loan losses – The allowance for loan losses was based on an analysis of the credit risks, in amounts considered sufficient to cover loan losses. For the subsidiaries of the financial area, the allowance was based on legislation determined by the Resolution 2682 of BACEN of December 21, 1999, including the following rules:

· Allowances are determined as from the granting of credit, based on the risk classification of the customer, based on the periodical analysis of the quality of the customer and the customer's sector, and not only whether a default has occurred;

· Taking only default into consideration, write-offs may be made more than 360 days after the due date or more than 720 days, for balances falling due in over 36 months. Other factors related to the analysis of customer/credit quality may cause write-offs before these periods, but never 180 days before the maturity date.

f) Investments - Investments in subsidiary and affiliated companies are recorded on the equity method. The financial statements of foreign subsidiaries are adapted to comply with current Brazilian accounting policies and translated into reais. Other investments are recorded at cost, restated up to December 31, 1995. 

g) Fixed Assets – Stated at cost of acquisition or construction, less accumulated depreciation, monetarily restated up to December 31, 1995 and adjusted to market value for properties related to insurance, private pension and capitalization operations, through revaluations supported by appraisal reports. Depreciation is calculated using the straight-line method, based on monetarily corrected cost at the following annual rates:

	
	
	%
	

	Buildings in use   ................................................................................................................................ 
	
	
	4

	Installations, furnishings, transport, equipment in use and security and communication systems.....
	10
	to


	25

	Electronic data processing systems ....................................................................................................
	20

a
	to
	50


h) Deferred charges - Deferred organization and expansion expenses mainly represent leasehold improvements, which are amortized on a straight-line basis over the respective rental periods, and acquisition and development of logistics, which are amortized on a straight-line basis over five years.

i) Technical provisions for insurance, pension plan and capitalization - Unearned premium provisions for insurance operations are calculated on the basis of the nominal value of retained premiums, in accordance with the criteria established by the National Council of Private Insurance (CNSP) Resolution 14/1988. The provision relating to the automotive segment is complemented based on the reference rates, in conformity with SUSEP Circulars 02/1994 and 05/1994 – Technical provisions for pension plan and capitalization operations are constituted in conformity with the actuarial Technical Standards approved by SUSEP.

j) Income tax, Social Contribution, Social Integration Program (PIS) and Social Contribution on Revenues (COFINS) – The provisions were calculated according to the current legislation at the rates shown below:

	
	

	Income tax
	
	15.00%
	

	Additional income tax
	
	10.00%
	

	Social contribution
	
	  8.00%
	

	Additional social contribution (*)
	
	 1.00%
	

	PIS
	
	 0.65%
	

	COFINS
	
	 3.00%
	

	(*) Period from May 1, 1999 to January 31, 2000, the additional rate of  social contribution was 4%. As from February 1, 2000 up to December 31, 2002, the rate was reduced to 1%.

	

	


Amounts subject to litigation have been fully provided.

NOTE 5 – INCOME TAX AND SOCIAL CONTRIBUTION

a) Income tax and social contribution due on operations for the year are shown below:

	
	ITAÚSA
	ITAÚSA CONSOLIDATED

	
	
	
	
	
	
	

	
	Year 2001
	Year 2000
	Year 2001
	Year 2000

	
	R$
	US$
	R$
	R$
	US$
	R$

	
	
	
	
	
	
	

	Income before income tax and social contribution
	1,096,233
	472,433
	962,457
	3,137,680
	1,352,215
	2,624,742

	Tax charges (income tax and social contribution) at rates of 25% and 9%  (*)  respectively 
	(372,719)
	(160,627)
	(327,235)
	(1,066,811)
	(459,753)
	(892,412)

	Increases/decreases in income tax and social contribution charges as a result of:
	
	
	
	
	
	

	Permanent (Inclusions)  Exclusions
	369,112
	159,073
	322,483
	412,328
	177,697
	722,561

	     .   Equity in affiliates and subsidiaries
	395,790
	170,570
	344,034
	3,466
	1,494
	21,048

	     .   Non-deductible expenses/provisions and other
	(22,939)
	(9,886)
	(5,519)
	139,435
	60,091
	418,188

	     .   Interest on own capital
	(3,739)
	(1,611)
	(16,032)
	269,427
	116,112
	283,325

	Temporary (Inclusions) Exclusions
	(3,879)
	(1,672)
	4,752
	64,720
	27,892
	(170,879)

	    .   Allowance for loan losses
	-.-
	
	         -.-
	(115,045)
	(49,580)
	22,341

	    .   Labor provisions, tax contingencies and other 
	(3,879)
	(1,672)
	4,752
	179,765
	77,472
	(193,220)

	.  Other adjustments
	1,504
	648
	(211)
	29,280
	12,618
	(64,221)

	..   Income tax of foreign subsidiary companies
	1,504
	648
	(211)
	29,280
	12,618
	(64,221)

	Income tax and social contribution due on operations for the year
	(5,982)
	(2,578)
	(211)
	(560,483)
	(241,546)
	(404,951)

	Withholding tax on distribution of interest on own capital
	(59,207)
	(25,516)
	(49,975)
	(125,036)
	(53,885)
	(100,753)

	Total income tax and social contribution due
	(65,189)
	(28,094)
	(50,186)
	(685,519)
	(295,431)
	(505,704)


(*) In accordance with Note 4 j. 

b) The composition of accounting adjustments comprising temporary additions for income tax and social contribution is shown below: 

	
	ITAÚSA
	ITAÚSA CONSOLIDATED

	
	
	
	
	
	
	

	
	Year 2001
	Year 2000
	Year 2001
	Year  2000

	
	R$
	US$
	R$
	R$
	US$
	R$

	
	
	
	
	
	
	

	Deferred income tax and social contribution related to temporary additions
	(3,212)
	(1,384)
	(283)
	66,391
	28,612
	(48,982)

	. Deferred tax assets:
	
	
	
	
	
	

	
	
	
	
	
	
	

	  .  Increase (reversal) over temporary additions/exclusions
	-.-
	
	       -.-
	(70,318)
	(30.304)
	159,222

	  . Increase (reversal) over tax losses and negative social contribution
	-.-
	
	      -.-
	55,188
	23,784
	67,520

	  .  Increase (reversal) over others
	(3,212)
	(1,384)
	(283)
	81,521
	35,132
	(275,724)


c) In Itaúsa, the balance of deferred tax assets and deferred tax liabilities (income tax and social contribution) was fully realized in the year. In Itaúsa consolidated, it is represented by:

	
	12.31. 2000
	Net movement
	12.31.2001



	
	R$
	R$
	R$
	US$

	
	
	
	
	

	Deferred tax assets 
	
	
	
	

	Temporary differences:
	
	
	
	

	  Allowance for loan losses
	712,215
	110,777
	822,992
	354,677

	  Provision for devaluation of securities/interbank deposits 
	268,381
	(10,162)
	258,219
	111,282

	  Provision for interest on own capital 
	26,086
	62,669
	88,755
	38,250

	  Provision for tax contingencies 
	188,199
	27,829
	216,028
	93,099

	  Provision for labor contingencies
	161,160
	20,337
	181,497
	78,218

	  Provision for civil contingencies
	62,937
	10,977
	73,914
	31,854

	  Real estate allowances 
	51,542
	(6,644)
	44,898
	19,349

	  Tax losses and negative social contribution
	721,897
	57,771
	779,668
	336,006

	  Other
	500,591
	(87,511)
	413,080
	178,021

	
	
	
	
	

	TOTAL 
	2,693,008
	186,043
	2,879,051
	1,240,756

	
	
	
	
	

	Deferred tax liabilities
	
	
	
	

	
	
	
	
	

	Temporary differences:
	
	
	
	

	     Excess of depreciation on leasing operations
	146,719
	38,388
	185,107
	79,774

	     Revaluation reserve
	22,182
	(2,588)
	19,594
	8,444

	     Taxation on branches and subsidiary companies abroad


	37,559
	(29,279)
	8,280
	3,568

	     Taxation on results abroad – Capital gain
	34,112
	4,109
	38,221
	16,472

	     Other provisions
	6,022
	(5,730)
	292
	126

	
	
	
	
	

	TOTAL 
	246,594
	4,900
	251,494
	108,384


      The average term for realizing these temporary differences  is 4 years.

NOTE 6 – STOCKHOLDERS’ EQUITY - ITAÚSA

a) Shares

Capital comprises 3,070,505,414 book entry nominative shares, of which 1,127,332,427 are common shares and 1,943,172,987 are preferred shares.

As decided at the Extraordinary Stockholders’ Meeting held on March 19, 2001, the capital increase of ITAÚSA from R$ 1,800,000 to R$ 1,935,000, was approved by issuing 33,002,336 common shares and 56,997,664 preferred shares, paid-up at the price of R$ 1.50 each, with a preferential subscription right from March 20 to April 18, 2001. Shares were paid up in April 2001. This capital increase was ratified by the Extraordinary Stockholders’ Meeting held on April 26, 2001.

At the Extraordinary Stockholders' Meeting on April 26, 2001, the stockholder proposed and approved the transformation of the subsidiary Itaucorp S.A. into a wholly-owned ITAÚSA subsidiary, through  the merger of the entire capital stock of the former into ITAÚSA and the  increase in ITAÚSA’s capital by R$ 16,939 – US$ 7,300, which is equivalent to the appraised value of the interest in Itaucorp  held by other stockholders. As a result, ITAÚSA issued 4,167,262 common shares and 3,377,241 preferred shares, which were assigned to the Itaucorp S.A. stockholders. In conformity with Article 252 § 1 of Law 6404/1976, the other stockholders did not have the preferential subscription right for these shares.

Also at the Extraordinary Stockholders' Meeting held on April 26, 2001, the stockholders approved the capital increase from R$ 1,951,939 to R$ 2,316,939, through absorption of reserves, without issuing new shares.

b) Dividends

Stockholders are entitled to a minimum mandatory dividend of 25% of net income,  adjusted according to rules set forth in the Brazilian Corporate Law. Both types of shares participate equally, after common shares have been assured payments equal to the minimum preferential dividends to preferred shares.  

The Board of Directors decided to pay interest on own capital in lieu of dividends as from January 1999.

    I – Calculation

	
	
	R$
	US$

	Net income for the year .....................................
	
	1,402,672
	604,496

	Adjustments:
	
	
	

	. Legal reserve .....................................................
	
	(70,134)
	(30,225)

	Calculation basis of dividend...............................
	
	1,332,538
	574,271

	Minimum mandatory dividend ............................
	
	333,135
	143,568

	
	
	
	


II – Payment/Provision for Interest on Own Capital

	
	Gross
	Withholding income tax
	Net

	
	R$
	R$
	R$
	US$

	Paid/Advanced
	75,811
	11,372
	64,439
	27,770

	. Quarterly – 2 installments of R$ 2.83 per thousand shares paid in July and October 2001
	17,379
	2,607
	14,772
	6,366

	
	
	
	
	

	. Supplementary – 1 installment of R$ 19.03 per thousand shares paid in September 2001
	58,432
	8,765
	49,667
	21,404

	
	
	
	
	

	Credited
	126,505
	18,976
	107,529
	46,342

	 . Supplementary – R$ 41.20 per thousand shares to be paid in March 19, 2002
	126,505
	18,976
	107,529
	46,342

	
	
	
	
	

	Provided
	192,397
	28,859
	163,538
	70,478

	. Quarterly 

  . 1 installment of R$ 2.83 per thousand shares 

    paid in January 2002
	8,689
	1,303
	7,386
	3,183

	  . 1 installment of R$ 2.83 per thousand shares 

    to be paid in April 2002
	8,689
	1,303
	7,386
	3,183

	
	
	
	
	

	. Supplementary to be declared – R$ 57.00 per thousand shares to be paid up until April 30, 2002
	175,019
	26,253
	148,766
	64,112

	Total
	394,713
	59,207
	335,506
	144,590


c) Capital, revaluation and profits reserves

	
	
12.31.2001
	12.31.2000

	
	R$
	US$
	R$

	CAPITAL RESERVES
	25,391
	10,943
	55,273

	
	
	
	

	Special Reserve CVM Instruction 189/92
	25,013
	10,780
	52,012

	Options for tax incentives
	378
	163
	3,261

	
	
	
	

	REVALUATION RESERVES
	54,495
	23,485
	56,013

	Own and subsidiaries’ assets
	54,495
	23,485
	56,013

	
	
	
	

	REVENUE RESERVES
	3,099,669
	1,335,833
	2,424,932

	Legal
	219,593
	94,635
	149,459

	Statutory (*) 
	2,880,076
	1,241,198
	2,275,473

	· Dividend equalization
	1,193,074
	514,167
	-.-

	· Reinforcement of working capital 
	597,241
	257,387
	-.-

	· Capital increase of investees
	1,089,761
	469,644
	-.-

	· Special Itaúsa
	-.-
	-.-
	2,275,473

	
	
	
	


(*) The Annual Stockholders’ Meeting held on April 26, 2001 approved the change of the Special Itaúsa reserve into three different statutory reserves:

I -  Reserve for dividend equalization – to guarantee funds for the payment of dividends, including interest on own capital or advances, to maintain the remuneration flow to stockholders. 

II – Reserve for reinforcement of working capital – to guarantee financial means to operate the company. 

III- Reserve for capital increase of investees – to guarantee preferential subscription rights for  capital increases of investees.

d) Reconciliation of net income and stockholders’ equity of ITAÚSA and ITAÚSA CONSOLIDATED

	
	
	
	
	

	
	Net income
	
	
	Stockholders’ equity

	
	
	
	
	

	
	Year 2001
	Year 2000
	12.31.2001
	12.31.2000

	
	R$
	US$
	R$
	R$
	US$
	R$

	ITAÚSA
	1,402,672
	604,496
	896,713
	5,496,494
	2,368,770
	4,336,218

	Goodwill amortization (1) 
	
	
	
	
	
	

	   BANESTADO (2)
	48,149
	20,750
	(591,526)
	(543,377)
	(234,174)
	(591,526)

	    BEG
	(197,320)
	(85,037)
	-
	(197,320)
	(85,037)
	-

	    Lloyds TSB 
	(67,703)
	(29,177)
	-
	(67,703)
	(29,177)
	-

	   Other
	45,048
	19,413
	(13,185)
	(175,271)
	(75,535)
	(220,319)

	Deferred tax assets (2)
	(48,149)
	(20,750)
	591,526
	543,377
	234,174
	591,526

	Unrealized results 
	132
	57
	(1,073)
	(1,506)
	(649)
	(1,638)

	ITAÚSA CONSOLIDATED
	1,182,829
	509,752
	882,455
	5,054,694
	2,178,372
	4,114,261


(1) Relating to the acquisitions, by the subsidiary ITAÚ, of investments  in BEG and Lloyds TSB Asset Management S.A., during this year and in  banks BANESTADO,  BEMGE and  del Buen Ayre S.A., and additional stakes in IBT and BPI, in prior years (Note 2), as well as own and subsidiaries’ goodwill.

 (2) In accordance with Note 2.

NOTE 7 – RELATED PARTIES

Transactions with related parties are carried out at the usual market amounts, terms and average rates in effect on respective dates and under reciprocal conditions. 

Transactions involving ITAÚSA and its subsidiary companies were eliminated from the consolidated financial statements and take into consideration the lack of risk. 

The unconsolidated related parties are the following:

· The controlling stockholders of ITAÚSA;

· Fundação Itaubanco, Fundação Duratex, Fundação Itaúsa Industrial and FUNBEP – 
Multi-Sponsored Pension Fund and Social Security Savings of BEG Employees, closed private pension entities, which administer supplementary retirement plans sponsored by Itaúsa and/or its subsidiaries, as described in Note 13 c; and

· Fundação Itaú Social and Instituto Itaú Cultural - IIC, entities sponsored by the subsidiary Itaú to act in their respective areas of interest.  During the period, consolidated companies made donations to IIC in the amount of R$ 20,470 - US$ 8,822.

The transactions with these related parties are not significant in the overall context of ITAÚSA and besides those already mentioned above, are basically characterized by:

· Banking transactions under normal operations, in unrestricted compliance with the limits imposed by BACEN, such as movement of current accounts, investments and redemption of securities, and the provision of portfolio custody/management services. 

· Property leases involving Fundação Itaubanco, FUNBEP and PREBEG.

In addition to these transactions, there are guarantees rendered in conformity with Note 14 b.

NOTE 8 – SIGNIFICANT INVESTMENTS

	
	
	
	
	
	
	
	Number of shares / quotas owned 
     by Itaúsa
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	Percentage
	
	Balances with Itaúsa and subsidiary 
Associated Companies
	Adjustments from evaluation

	
	
	
	
	
	
	
	
	
	
	Number of
	of
	Adjusted net
	
	
	
	

	
	
	
	Adjusted Stockholders'
	Investment Accounting
	
	
	
	Voting
	Ownership
	income (loss)
	Assets /
	Revenue
	Year 
	Year

	        Companies
	Capital
	Equity
	Value
	Common
	Preferred
	Quotas
	Shares (%)
	(%)
	for the period
	(Liabilities)
	(Expenses)
	2,001 
	2,000

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	R$
	R$
	US$
	R$
	US$
	
	
	
	
	
	R$
	US$
	R$
	US$
	R$
	US$ 
	R$
	US$
	R$

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Adiboard S.A. 
	(1)
	58,149
	44,882
	19,342
	
	
	21
	
	
	0.01
	0.01
	(8,003)
	(3,449)
	
	
	
	
	
	
	
	
	
	
	

	Amettyst Holding Ltd. 
	(1) (2)
	
	
	
	
	
	99
	
	
	99.00
	99.00
	
	
	
	
	
	
	
	
	
	
	
	
	

	Antílope Administração e Participações Ltda. 
	(1)
	943
	2,246
	968
	2,246
	968
	6,733,856
	
	
	99.99
	99.99
	398
	172
	
	
	
	
	
	
	479
	
	206
	5,335
	

	Banco Itaú S.A. 
	(1)
	3,650,121
	8,563,966
	3,690,728
	4,079,950
	1,758,296
	53,246,510,063
	2,803,106
	
	85.06
	47.71
	2,403,255
	1,035,707
	(22)
	(14a)
	(9)
	(2,378)
	(15a)
	(1,025)
	804,700
	(16a)
	346,794
	592,729
	(18a)

	Banerj Seguros S.A . 
	(1) (3)
	53,810
	80,620
	34,744
	19
	8
	548
	
	
	0.02
	0.02
	(56)
	(24)
	
	
	
	
	
	
	
	
	
	
	

	Bemge Seguradora S.A . 
	(1) (3)
	74,090
	40,374
	17,400
	20
	9
	1,580,613
	
	
	0.10
	0.05
	1,371
	591
	
	
	
	
	
	
	1
	
	
	
	

	Carnaubeiras Administraçãoe Participações S.A 
	(4)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(73)
	

	Custode - Consultores, Serviços Lda. 
	(1) (2)
	505,110
	513,269
	221,199
	62,297
	26,848
	29,708,318
	
	
	12.14
	12.14
	6,170
	2,659
	
	
	
	
	
	
	1,280
	(17)
	552
	
	

	Duraflora S.A. 
	(1)
	99,212
	203,033
	87,499
	3,994
	1,721
	696
	2,587
	
	0.73
	2.67
	1,681
	724
	
	
	
	
	
	
	31
	(16b)
	13
	373
	(18b)

	Duratex Comercial Exportadora S.A.
	(1)
	261,708
	464,183
	200,044
	108
	47
	
	1,752
	
	
	0.04
	15,332
	6,607
	
	
	
	
	
	
	6
	
	3
	6
	(18c)

	Duratex Madeira Industrializada S.A. 
	(5)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	14
	

	Duratex S.A. 
	(1)
	231,335
	864,074
	372,381
	270,261
	116,472
	2,753,118,981
	980,275,562
	
	62.41
	31.73
	52,055
	22,434
	
	
	
	
	
	
	17,833
	(16c)
	7,685
	17,042
	(18d)

	Elekeiroz S.A. 
	(1)
	116,726
	154,953
	66,779
	2,692
	1,160
	16,394,564
	
	
	3.84
	3.84
	13,077
	5,636
	
	
	
	
	
	
	559
	
	241
	358
	

	Elekpart Participações e Administração S.A. 
	(1)
	62,383
	88,408
	38,100
	2,545
	1,097
	10,126,925
	
	
	1.97
	1.97
	5,751
	2,478
	14,537
	(14b)
	6,265
	(450)
	(15b)
	(194)
	113
	
	49
	117
	

	Guarará Administração e Participações S.A.
	(1)
	37,245
	37,219
	16,040
	73,111
	31,508
	3,539,981
	
	
	99.99
	99.99
	1,177
	507
	
	
	
	
	
	
	1,187
	
	512
	766
	

	Intrag Part Administração e Participações Ltda. 
	(1) (6)
	558,863
	1,575,151
	678,827
	
	
	
	
	5
	0.01
	0.01
	94,703
	40,813
	
	
	
	
	
	
	
	
	
	
	

	Itaú Capitalização S.A. 
	(1)
	558,363
	1,452,431
	625,940
	
	
	22
	
	
	0.01
	0.01
	217,412
	93,696
	
	
	
	
	
	
	
	
	
	
	

	Itaú Gestão de Ativos S.A. 
	(1)
	163,500
	211,024
	90,943
	3
	1
	
	6,123
	
	
	0.01
	578
	249
	
	
	
	
	
	
	
	
	
	
	

	Itaú Planejamento e Engenharia Ltda. 
	(7)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(366)
	

	Itaú Turismo Ltda. 
	(8)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(766)
	
	(330)
	906
	

	Itaucorp S.A. 
	(1)
	113,143
	279,191
	120,320
	263,535
	113,573
	21,745,830
	7,186,579
	
	100.00
	100.00
	447,699
	192,940
	
	
	
	
	
	
	246,483
	
	106,224
	261,685
	

	Itaúsa Empreendimentos S.A. 
	(1)
	29,000
	49,864
	21,489
	102
	44
	2,604
	
	
	0.35
	0.35
	478
	206
	
	
	
	
	
	
	4
	
	2
	(1)
	

	Itaúsa Export S.A. 
	(1)
	179,000
	436,053
	187,921
	344,768
	148,581
	12,834,612,763
	129,487,732
	
	80.00
	77.77
	79,358
	34,200
	33,668
	(14b)
	14,510
	4,027
	(15c)
	1,735
	62,275
	
	26,838
	57,941
	

	Itaúsa Portugal - Socied. Gestora de Part. Sociais S.A. 
	(9)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	11,362
	(17)
	4,897
	10,734
	(17)

	Itautec América Inc. 
	(1)
	3,272
	6,393
	2,755
	
	
	139
	
	
	0.01
	0.01
	240
	103
	
	
	
	
	
	
	
	
	
	
	

	Itautec Informática S.A. 
	(1)
	85,750
	105,373
	45,412
	
	
	2,956
	289
	
	0.01
	0.01
	6,712
	2,893
	
	
	
	
	
	
	
	
	
	
	

	Itautec Philco S.A. 
	(1)
	222,360
	269,377
	116,091
	140,866
	60,708
	155,411,287
	
	
	89.17
	89.17
	4,198
	1,809
	398
	(14c)
	172
	
	
	
	307
	(16d)
	132
	55,490
	

	Itautec.Com Serviços S.A.
	(1)
	25,765
	45,807
	19,741
	8
	3
	441
	
	
	0.01
	0.01
	3,449
	1,486
	
	
	
	
	
	
	
	
	
	2
	

	Ith Zux Cayman Company Ltd. 
	(1) (10)
	81,214
	44,911
	19,355
	44,911
	19,355
	35,000,000
	
	
	100.00
	100.00
	166
	72
	
	
	
	
	
	
	(16,742)
	(17)
	(7,215)
	
	

	Jamaris Administração e Participações S.A 
	(1)
	50
	37
	16
	37
	16
	5,000
	
	
	100.00
	100.00
	(13)
	(6)
	
	
	
	
	
	
	(13)
	
	(6)
	
	

	Jurupis Administração e Participações Ltda. 
	(11)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(1)
	
	
	
	

	Pintassilgo Administração e Participações Ltda. 
	(12)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	2
	

	PRT Investimentos S.A. 
	(1)
	115,555
	151,683
	65,369
	
	
	1,238
	616
	
	0.01
	0.01
	6,025
	2,597
	(1,710)
	(14b)
	(737)
	(226)
	(15b)
	(97)
	
	
	
	(15)
	

	Rouxinol Administração e Participações S.A.
	(1) (13)
	136
	7,910
	3,409
	2,033
	876
	3,495,319
	
	
	25.70
	25.70
	8,331
	3,590
	
	
	
	(1,945)
	(15b)
	(838)
	2,256
	
	972
	
	

	Seg - Part S.A. 
	(1)
	1,500
	1,169
	504
	1,035
	446
	16,363,166
	
	
	81.82
	81.82
	(19)
	(8)
	
	
	
	
	
	
	(14)
	
	(6)
	(93)
	

	Trend Shop S.A.
	(1)
	12,931
	9,976
	4,299
	
	
	52
	
	
	0.01
	0.01
	(2,818)
	(1,214)
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	TOTAL
	
	
	
	
	5,294,541
	2,281,737
	
	
	
	
	
	
	
	
	
	
	
	
	
	1,131,340
	
	487,563
	1,002,952
	


	
	
	
	
	
	
	
	
	
	
	TOTAL
	1,131,340
	
	487,563
	1,002,952
	

	
	
	
	
	
	
	
	
	
	
	 OPERATING INCOME 
	1,181,624
	
	509,233
	1,012,415
	

	
	
	
	
	
	
	
	
	
	
	 OPERATING EXPENSES 
	(17,537)
	
	(7,557)
	(549)
	

	
	
	
	
	
	
	
	
	
	
	 NON-OPERATING INCOME 
	(32,747)
	
	(14,113)
	(8,914)
	


(1) Information relating to 12.31.2001; (2) Company formed on 12.28.2001; (3) Investments purchased on 12.10.2001, after the merger with Jurupis Administração e Participações Ltda.;(4) Investment split off on 12.28.2000 to form Guarará Administração e Participação S.A.; (5) Company merged on 07.01.2000; (6) Relevant investment as from 06.01.2001, due to the split-off of Itaú Capitalização S.A.; (7) Investment sold to Banco Itaú S.A. on 05.05.2000; (8) Investment sold to Wagon Lits Turismo do Brasil Ltda. on 08.01.01; (9) Investment assigned through capital increase of Custode Consultores, Serviços Ltda.; (10) Investment purchased on 10.24.2001; (11) Company split off to Banerj Seguros and Bemge Seguradora on 12.10.2001; (12) Investment sold to Caixa Holding S.A. on 08.01.2000; (13) Investment purchased on 01.19.201; (14) a) Sundry Creditors, b) Loans with Companies of the Conglomerate, c) Securities, Credits and Amounts Receivable; (15) a) Revenue from Properties Rented and other Administrative Expenses, b) Financial Expenses, c) Financial Income; (16) Includes non-operating adjustments arising from the interest variation, of which; a) R$ 33,745 (US$ 14,543) relates to expense, b) R$ 2 relates to revenue, c) R$ 1,722 (US$ 742) relates to revenue; d) R$ 588 (US$ 253) relates to expense and e) R$ 138 (US$ 59) relates to expense, 17) Includes total exchange variation, of which R$ 8,728 (US$ 3,761) relates to expenses in 2001 and R$ 2,413 of revenue in 2000; (18) Includes non-operating adjustments arising from interest variation, of which: 
a) R$ 6,060 relates to expense, b) R$ 317 relates to revenue, c) R$ 4 relates to expense and d) R$ 3,167 relates to expense.

NOTE 9 – FINANCIAL INSTRUMENTS

a) Derivatives 

In relation to transactions involving derivatives, the subsidiaries of ITAÚSA have been meeting the principal needs of their corporate customers to manage market risks, arising mainly from fluctuations in interest and exchange rates. In order to monitor these risks on a timely basis, the group has invested in the development of internal control systems. 

ITAÚSA and its subsidiaries’ policy is to minimize market risks resulting from derivative operations. As such, the group avoids taking positions which are subject to fluctuations due to market factors and only utilizes instruments that permit risk control, which is the responsibility of an independent area. 

Most derivative contracts negotiated with customers are swap and future operations, which are all registered with the Commodities and Futures Exchange (BM&F) or Clearing House for the Custody and Financial Settlement of Securities (CETIP), and involve fixed rates, interbank deposits (DI), exchange variations or price indices. BM&F future contracts involving interbank rates and U.S. dollars are mainly used to lock in interest rates offered to customers with maturities or in currencies which are mismatched with the resources used to fund these loans.


The notional values for these financial instruments are recorded in memorandum accounts, and the adjustments/premiums are recorded in balance sheet accounts.

    Amounts related to positions in future, swap and options are as follows: 

	
	                                  MEMORANDUM ACCOUNTS
	
	BALANCE SHEET ACCOUNT

	
	                                  NOTIONAL VALUE
	
	AMOUNTS RECEIVABLE/RECEIVED

	
	
	
	
	
	
	(PAYABLE/PAID)

	
	
	
	
	
	
	
	
	

	
	                                   Consolidated ITAÚSA
	
	Consolidated ITAÚSA

	
	
	12.31.2001
	12.31.2000
	
	12.31.2001
	12.31.2000

	
	
	R$
	US$
	R$
	
	R$
	US$
	R$

	Future contracts
	
	   40,054,207 
	17,261,768
	   15,231,359 
	
	        (9,990) 
	(4,305)
	          38,874 

	
	
	
	
	
	
	
	
	

	 Purchase commitments
	
	   19,550,827 
	8,425,628
	     4,515,275 
	
	    (129,956) 
	(56,006)
	         (8,911) 

	
	
	
	
	
	
	
	
	

	Commitment to sell
	
	   20,503,380 
	8,836,140
	   10,716,084 
	
	       119,966 
	51,701
	          47,785 

	
	
	
	
	
	
	
	
	

	Swap contracts
	
	
	
	
	
	    (125,047) 
	(53,890)
	            4,019 

	
	
	
	
	
	
	
	
	

	 Asset position
	
	   12,971,567 
	5,590,229
	   11,960,741 
	
	       429,703 
	185,185
	        155,345 

	
	
	
	
	
	
	
	
	

	 Liability position
	
	   13,096,614 
	5,644,119
	   11,956,722 
	
	    (554,750) 
	(239,075)
	     (151,326) 

	
	
	
	
	
	
	
	
	

	Option contracts
	
	     5,040,474 
	2,172,243
	     2,344,693 
	
	      (45,383) 
	(19,558)
	       (71,374) 

	
	
	
	
	
	
	
	
	

	Purchase – purchased position
	     1,498,870 
	645,953
	        817,826 
	
	      (49,724) 
	(21,429)
	       (39,528) 

	
	
	
	
	
	
	
	
	

	Sales – purchased position
	     1,987,002 
	856,319
	        554,554 
	
	      (56,862) 
	(24,505)
	       (78,629) 

	
	
	
	
	
	
	
	
	

	Purchase – sold position
	        272,583 
	117,472
	        248,648 
	
	           3,445 
	1,485
	            8,659 

	
	
	
	
	
	
	
	
	

	Sales – sold position
	     1,282,019 
	552,499
	        723,665 
	
	         57,758 
	24,891
	          38,124 


	Future contracts, swaps and options have the following maturity dates: 
	

	
	
	
	
	
	
	TOTAL
	

	CONSOLIDATED ITAÚSA
	0 - 30
	31 – 180
	181 - 365
	over 365 
	
	12.31.2001
	12.31.2000
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	                 Future            R$
	3,329,076 
	   17,522,007 
	     8,210,052 
	    10,993,072 
	
	  40,054,207 
	  15,231,359 
	

	
	
	
	
	
	
	
	
	

	                                      US$
	1,434,699
	7,551,287
	3,538,206
	4,737,576
	
	17,261,768
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	                  Swaps           R$
	 1,170,719 
	     4,473,430 
	     3,463,936 
	      3,433,779 
	
	  12,541,864 
	  11,805,396 
	

	
	
	
	
	
	
	
	
	

	                                       US$
	504,533
	1,927,870
	1,492,818
	1,479,823
	
	5,405,044
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	                 Options          R$
	 1,614,746 
	     2,017,792 
	        894,770 
	         513,166 
	
	    5,040,474 
	    2,344,693 
	

	
	
	
	
	
	
	
	
	

	                                       US$
	695,891
	869,588
	385,610
	221,154
	
	2,172,243
	
	

	
	
	
	
	
	
	
	
	


b) Market value 

The financial statements were prepared in conformity with accounting principles, which presuppose the normal continuity of the operations of ITAÚSA and its subsidiaries.

The book value in ITAÚSA CONSOLIDATED of each financial instrument, whether included or not in the balance sheet, when compared with the values that might be obtained in an active market, or in the absence of such markets, using the net present value of future cash flows adjusted based on the current market interest rate, approximates its corresponding market value, or the market value  is not available, except for those included in ITAÚSA CONSOLIDATED, as stated below, basically represented by ITAÚ and its direct and indirect subsidiaries:

	
	Book Value
	Market Value
	Unrealized income (loss) (1)

	
	12.31.2001
	12.31.2000
	12.31.2001
	12.31.2000
	12.31.2001
	12.31.2000

	
	R$
	US$
	R$
	R$
	US$
	R$
	R$
	US$
	R$

	Short-term interbank investment
	10,070,016
	4,339,776
	8,725,295
	10,095,103
	4,350,587
	8,730,590
	25,087
	10,811
	5,295

	Securities and derivatives
	20,132,938
	8,676,495
	20,805,814
	20,902,725
	9,008,242
	21,787,276
	769,787
	331,747
	981,462

	Loan operations
	24,080,752
	10,377,845
	19,002,569
	24,004,561
	10,345,010
	19,009,738
	(76,191)
	(32,835)
	7,169

	Investment in BPI 
	280,778
	121,004
	258,171
	451,660
	194,647
	595,723
	170,882
	73,643
	337,552

	Other investments
	408,079
	175,866
	376,820
	406,865
	175,343
	378,770
	(1,214)
	(523)
	1,950

	
	
	
	
	
	
	
	
	
	

	Funds raised by subsidiary companies
	53,519,591
	23,064,812
	49,072,886
	53,469,951
	23,043,420
	48,965,373
	49,640
	21,393
	107,513

	Borrowings
	922,015
	397,352
	989,129
	922,015
	397,352
	982,496
	-
	
	6,633

	
	
	
	
	
	
	
	
	
	

	Treasury shares
	265,690
	114,502
	320,461
	440,675
	189,913
	527,951
	174,985
	75,412
	207,490

	
	
	
	
	
	
	
	
	
	

	Total unrealized gains (loss)
	
	
	
	
	
	
	1,112,976
	479,648
	1,655,064


(1) Includes unrealized gains from minority interests amounting to R$ 531,118 (R$ 776,733 at 12.31.2000).

Does not include potential gains from shares of publicly held subsidiary companies because of their permanent character.

To obtain the market values of these financial instruments, the following criteria were adopted:   

· Interbank deposits, Bank Deposit Certificates and Mortgage Securities, the latter two included in Securities, were determined on the basis of their nominal values, monetarily corrected to maturity dates and discounted at present value at  future market interest rates and swap market rates for fixed-rate securities and fixed interest securities rates for post-fixed securities published in the Gazeta Mercantil on January 2, 2002.

· Public Securities, included in Securities, were determined based on market rates validated through comparison with lists provided by the National Association of Open Market Institutions (ANDIMA). 

· Variable income funds quotas, included in Securities, were determined based on the net asset value per quota on the balance sheet date. 

· Publicly traded shares, when included in Securities, were valued using the average price quote of the last trading day of the month, if available, or on the most recent quotations for the companies’ shares published in the daily bulletin of each stock exchange.

· Loans with maturity dates over 90 days, when available, were calculated based on their net present value of future cash flows discounted at market interest rates on the balance sheet date, also considering the effects of hedges (swap contracts).

· Other investments and equity shares in foreign subsidiary and affiliated companies are determined on the basis of stock market quotations, book value per share and auction quotation.

· Time and interbank deposits, and funds from acceptances and issuance of securities, when available, were calculated based on their present value of future cash flows discounted using  future market interest rates, the swap market for pre-fixed securities, and fixed income securities market rates for post-fixed securities published in the Gazeta Mercantil on January 2, 2002; the effects of the hedges (swap contracts) are also taken into account. 

· Derivatives, comprising swap contract to hedge other assets/liabilities, are determined based on reference values of each parameter set forth in the contracts (asset and liability positions), monetarily corrected through maturity and discounted to present value using  future market interest rates, according to the characteristics of each contract.

· Treasury shares are valued according to the average quotation available on the last trading day of the month, or if this is not available, according to the most recent quotation on prior trading days, published in the daily bulletin of each stock exchange.

NOTE 10 – ASSETS REVALUATION – CVM RESOLUTION 183
The management of ITAÚSA and its subsidiary and affiliated companies chose to adopt  the method of restated cost in the valuation of their assets. Revaluations carried out by subsidiary companies in prior years were recorded net of taxes and contributions, as mentioned in alternative “b” of item 68 of CVM Resolution 183/1995.

Realizations of such reserves have not generated significant accounting, corporate and tax effects. 

NOTE 11 – EXTRAORDINARY RESULTS
For a better analysis of the financial statements of the period, non-recurring income and expenses, net of related taxes (income taxes and social contribution), have been segregated in extraordinary results accounts, including the following:

	
	Individual
	Parent company
	Minoritary
	Conglomerate

	
	R$
	US$
	R$
	US$
	R$
	US$
	R$
	US$

	
	
	
	
	
	
	
	
	

	. Non-operating gains ("la Caixa") pursuant to material event notice published on February 2, 2001 (1)
	227,360
	97,983
	227,360
	97,983
	1,910
	823
	229,270
	98,806

	
	
	
	
	
	
	
	
	

	. Non-operating loss arising from the 
	
	
	
	
	
	
	
	

	  acquisition of treasury shares by  Itaú
	(145,258)
	(62,600)
	(145,258)
	(62,600)
	(1,146)
	(494)
	(146,404)
	(63,094)

	
	
	
	
	
	
	
	
	

	Telefónica  transaction       (2)
	211,690
	91,230
	211,690
	91,230
	237,066
	102,166
	448,756
	193,396

	. Gain on variation of equity interest pursuant to material event notice published on June 12, 2001
	215,943
	93,063
	215,943
	93,063
	241,830
	104,219
	457,773
	197,282

	. Administrative expenses on transaction
	(4,253)
	(1,833)
	(4,253)
	(1,833)
	(4,764)
	(2,053)
	(9,017)
	(3,886)

	
	
	
	
	
	
	
	
	

	. Other adjustments recorded through equity in earnings (3)
	25,826
	11,130
	25,826
	11,130
	77,771
	33,516
	103,537
	44,620

	
	
	
	
	
	
	
	
	

	. Amortization of goodwill in subsidiary companies (4)
	-.-
	
	(268,889)
	(115,880)
	(296,656)
	(127,846)
	(565,545)
	(243,728)

	
	
	
	
	
	
	
	
	

	Extraordinary result
	319,618
	137,743
	50,729
	21,862
	18,885
	8,138
	69,614
	30,000

	
	
	
	
	
	
	
	
	


(1) Resulting from the transaction carried out with Caja de Ahorros Y Pensiones de Barcelona ("la Caixa") which according to the Material Event Notice published on 02.15.2001 by ITAÚSA,  increased even further the relationship started in the past by increasing the former’s stake in Itaú to 3% of capital, represented both by common and preferred shares.

(2) Resulting from an agreement signed on 06.12.2001 by the subsidiary Itaú and the Telefónica Group, aiming at the development of a partnership for the operation of the Itaú telecommunications corporate network, through investments by that group in Itaú Group companies which own the assets necessary to operate the network, which will allow ITAÚ to render quality services at competitive prices. 

(3) Resulting from non-recurring items at subsidiaries, including the following:

(a) CVS securities issued by the National Treasury Secretariat and used for payment of the purchase of BEG;

(b) Recording of deferred tax asset not previously recorded  by BEG;

(c) Provision for coverage of technical deficit of the  Employees Pension Fund of BEG – PREBEG;

(d) Reversal of excess actuarial provision at Banestado;

(e) Reimbursement from Crédit Lyonnais, based on an agreement, in relation to labor-related contingencies recorded in results for the year; and

(f) Provisions for restructuring.

(4) Resulting basically from the acquisition by subsidiary Itaú of Banco do Estado de Goiás  S.A. and of Lloyds TSB Asset Management S.A.

NOTE 12 – RECLASSIFICATION FOR COMPARABILITY PURPOSES

The foreign exchange effects on foreign investments have been classified in various income and expense accounts, pursuant to the nature of the respective balance sheet accounts.

In order to make the December 31, 2001 financial statements comparable, the following balances of the period from January 1 to December 31, 2000 have been reclassified:

	
	12.31.2000

	
	Previously disclosed
	Reclassification
	Reclassified balances

	
	
	
	

	Operating revenues
	17,385,901
	567,762
	17,953,663

	Operating expenses
	(14,661,360)
	(611,615)
	(15,272,975)

	Operating income
	2,724,541
	(43,853)
	2,680,688

	Non-operating income
	(55,493)
	(453)
	(55,946)

	Income before taxation on profit and holdings
	2,669,048
	(44,306)
	2,624,742

	Income tax and social contribution due on operations for the period
	(449,257)
	44,306
	(404,951)

	Net income
	1,883,947
	
	1,883,947

	
	
	
	


NOTA 13 – BENEFITS TO EMPLOYEES

In accordance with CVM Resolution 371 of December 13, 2000, the following are the policies used by Itaúsa and subsidiary companies relating to employee benefits, as well as the accounting procedures adopted:

a) Supplementary pension benefits:

ITAÚSA and its subsidiaries sponsor supplementary pension plans managed by Fundação Itaubanco, Fundação Itaúsa Industrial (new name of Aricanduva Previdência), FUNBEP – Fundo de Pensão Multipatrocinado, Caixa de Previdência dos Funcionários do BEG and by Fundação Duratex (closed private pension funds), for the purpose of granting lifetime income (in the case of FUNBEP and the plan arising from Fundação Bemge de Seguridade Social – FASBEMGE, also in the form of death benefit pensions ), to complement the retirement pension paid by the Social Security system. During the period, the contributions amounted to R$ 42 (R$ 239 in 2000) in ITAÚSA and R$ 30,627 (R$ 76,071 in 2000) in ITAÚSA CONSOLIDATED. The contribution rate increases in accordance with the participant’s salary. 

b) Post-retirement benefits:

BANESTADO and BEG sponsor a health plan for their retired employees and beneficiaries according to maintenance commitments assumed in contracts signed by Itaú and established terms and conditions. During the period, contributions totaled R$ 4,411 (R$ 1,141 in 2000). The contribution rate increases according to the beneficiary’s age.

c)   Net amount of actuarial assets and liabilities of benefit plans:

Following is the composition of the net actuarial assets and liabilities at December 31, 2001, which take into consideration the actuarial liabilities, calculated according to CVM Resolution 371/2000, as it relates to the revision of actuarial models and assumptions in relation to those established in the Technical Notes of the plans, which were not recognized by the sponsors: 

	
	12.31.2001

	
	R$
	US$

	Net assets of the plans
	5,079,857
	2,189,216

	Actuarial liabilities
	(4,828,666)
	(2,080,963)

	Excess
	251,191
	108,253

	
	
	


The main assumptions used in the actuarial evaluation are:

	Discount rate
	
	10.24% p.a.

	Estimated rate of return of assets
	
	12.32% p.a.

	Future salary increase
	
	8.16% p.a.

	Increase in social security benefits and limits
	
	4.00% p.a.

	Inflation
	
	4.00% p.a.

	Actuarial method
	
	Projected unit credit (1)


(1) In the Projected Unit Credit actuarial method, the mathematical reserve is defined by multiplying the projected current amount of estimated benefit  by the ratio between the accmulated length of service on the valuation date  and the length of service which will be reached on the date that the  benefit is granted. Costing is determined by spreading  the current amount of the projected benefit  over the years of service of each participant. 

In addition to reserves kept by the plans, sponsors have provisions in the amount of R$ 60,070 to cover possible actuarial insufficiencies. 

NOTE 14 – ADDITIONAL INFORMATION

a) – Insured assets

Although they have a reduced risk level due to no physical concentration of their assets, ITAÚSA and its subsidiary companies have a policy to insure their assets at amounts considered sufficient to cover eventual claims (fire and robbery).

b) – Guarantees given by ITAÚSA

Guarantees are represented by surety, collateral and other agreements, as follows:

	
	                   12.31.2001
	
	   12.31.2000

	
	      R$
	US$
	
	R$

	Duratex
	230,030
	99,134
	
	218,377

	Elekeiroz
	33,379
	14,385
	
	29,128

	Itautec Philco
	96,563
	41,615
	
	4,201

	Elekpart
	-.-
	-.-
	
	436

	Itaú Turismo 
	            -.-
	            -.-
	
	         113

	TOTAL 
	359,972
	155,134
	
	252,255


c) – Taxes and contributions

ITAÚSA CONSOLIDATED paid or recorded provision for taxes and contributions in the amount of R$ 2,287,492 - US$ 985,818 (R$ 1,967,887 for the year 2000), incurred on profits, revenues and payroll. In addition, the amount of R$ 3,763,097 - US$ 1,621,745 (R$ 3,112,382 for the year 2000) was retained from customers and paid on financial intermediation transactions.

NOTE 15 – ASSETS AND LIABILITIES IN FOREIGN CURRENCY

Balance sheet accounts in R$, linked to foreign currency were:

	
	12.31.2001
	12.31.2000

	
	R$
	US$
	R$

	Permanent foreign investments 
	4,693,689
	2,022,793
	3,842,118

	
	
	
	

	Net amount of other assets and liabilities in foreign currency, including derivatives. (*)
	(1,964,990)
	(846,832)
	(1,315,987)

	
	
	
	

	Net foreign exchange position
	2,728,699
	1,175,961
	2,526,131


(*)  Includes a portion of the amount offered by the subsidiary Itaú for the holding of 99.975% in Banque Sudameris, equivalent to the stockholders’ equity of Banco Sudameris Brasil plus goodwill.

