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n today’s globalized economy, corporate
Latin America is putling more and more
emphasis on investor relations. And for
those companies listed on US or interna-
tional stock exchanges, the annual report
has become an increasingly imporiant way 1o
project & decent image to both current share-
holders and potential investors. In an effort
to recognize companies that have excelled
on this front, and to provide an incentive for
others to improve, LafinFinance presents its
second ADR Annual Report Contest.
Beginning in Apnl, fuxes and telephone
=lls went out 1o CFOs and investor relations
professionals at Latin American companies
with ADRs and GDRs. Th enter, a company
had to have an existing ADR'GDR program,
pay an administration fee of 3120, and send
12 eopics of its annual report by the May 31
deadline, By the time all forms were counted,
there were 33 entries from Brazil, Argentina,
Mexico, Chile, Peru and Venezuela

ADR Annual Report Contest
Overall Score

Company Score
1 Cemex 4221
2 Grupo IMSA 4220
3 Aracruz Celulosa 4214
4 IRSA 417
5 | AlposHomosde Mexico 4139
6 ; Industrias Bachoro 4.000
1 LCenual Costanera 3584
8 * Enavsis 3965
9  Banco de Galicia g5y
10 Sivensa 3955

Simultancously, a panel of distin-
guished judges was assembled. The panel in-
cludes investors, accountants and investor
relations professionals (for more informa-
tron about the judges, see page 451,

Each judge received 33 annual reports,

and was asked to evaluate them based on
three major categories: Corporate Review,
The Financials, nod Presentation/Graphics.
Within those categorivs, a series of specific
eriterin focused on the level of detal in the
report, the adequacy of information on the
firm’s market position and corporate strat-
g, the level of detail in the financial state-
ments and the completeness of the notes (o
those statements, a5 well as the design and
use¢ of pholographs and other graphics o
tell the company’s story, Categories were
graded en a scale of one te five (one being the
poorest rating and five being the highest),

The scores received in each major cale-
gory were averaged to provide the overall
seore, which was used to determine the win-
ners of this year's contest, Those reports
which placed in the top 10 in the overal] sec-
tion are written up beginning on page 48,
The complete list of companies entered in

this vear’s contest follows in the box below, e

The Contestants

Tubos de Aceos, Unibanco, Viro, YPF

Altos Homes die Mexico, Aracruz Cefulose, Banco Bradesco, Banco dé Credito del Peru [Credicon), Banco de Galicia, Banco A Edwards, Brahma,
Cemex, Central Costanera, Companhia Brasileira de Distribuigso, Companhia Sidarurgica Balgo-Mineira, Companhia Siderurgica Nacional, Compafias
Cenvacertas Unidas, Contioladora Comercial Mesxicana, Copeng, £ Puerto de Livarpool, Enersis, Gruma, Gripo Continental, Grupa Gigante, Grupo IMSA
Grupo Industrial Maseca, Grupa Minsa, Industias Bachoco, IRSA, Makro Atacadista, Banco Santander Chile, Sivensa, Transportadara de Gas dal Sur,
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The Judges

Kay S. Breakstone, prosident and ol
US investor relations ot Burson-Marstaller, and securities anatyst with Dean
Aelations [natitute (NIRI)

ve officer, Ludgate C

(n 1
W

Norberto (Bert) Elemberger, formar regional executive parmer for Latn Amanea, Coopers & Lybrand [now Pricewaterbouseloopers) With the company

foor 30 vears, Elembarngir recontly retived and is pursuing other opporuntias, He
Jorge Estela 15 investor relations officer for ¥
Peter Firestein, managing directon, Geargeson & Company, Ino. Working
Amencan companies active in US equity markets. He is tha fourtder, publisher ;

PRAL

i
'..", 0

unications. Breokstone joined Ludgate in 1993, Pravious espatignce includs

ttae, Broakstone also served a5 the national president of the National leyestor

15 a sortfied public accountant in Mew York and Calitorn

with the glebal investor relations group at Georgason, Firastein athvises Latin
ind editoe of Marcket Bias, a newsietier for investment polessionils

Katherine Maineri, business development and marketing manager, KPWE Pem Mareick LLE Mainer holds a B4 in marketing in Brazil and an MEA from
thie University of Miami Concurrent with her responsibilities at KPMG, sha hag worked as o trade consyltant for multinationaks and is imeaolved in comimumity
Organmraton

Graham Makohoniuk, diector of research, Glob | Managemas ' |
profession, Makohonivk is basad in the I £ imvestment manag

Joseph M. Mileti vico prosident 2nd & g Dewa Roge h
volved 0 arvestor relalions and Tnancsal Cormim ations on behat! of domestic and wiemation Yok

Richard Want semor vice president and portfolio manager, and Jane Caron o 1EA
Watt and [a b on the (udaing efforr Watt ed BE 1995 and works ey ent '

Latin Amn BEA 35 RTINS y it mareets iquhes iy 250 i
The Top 10 ADR Annual Reports

BEI'IIBI - viewer especially liked this approach, another felt that, “The quotes
Overall Score: 4.221 ruin the book, taking it from a forthright confident nrticulation of

Corporate Review: 4.10 a successful company 1o one that is de_t"e.n::'n_'.'-. relying on ﬂtiu-r.t
; even the paid headhunter—to say nice things about them. Not
The Financials: 4.294 g necessary for any company, much less one with Cemex's history.”
Presentalion/Graphics: 4.179 o Pulling it all together, the presentation received little criticism
from judges. Charts and graphs were well used throughout the
annual report to illustrate data. Yellow shadings, bold red lettering
ith high marks in all categories. Ce- and colorful and illustrative photographs united the sections and

Wmf'x impressed the panel with the qual- e gnve fnees, locations and images to the Cemex operation.

ity ane sophistication of its annual re-

port. The Mexican cement company definitely understands what
US-based investors ure looking for, and uses that to its advantage,

Included in the corporate review was the chairman's letter which
most judges praised for its thorough explanation of the cement lusi-
ness, growth strategy and financial targets. One judge said, “The
chairman's letter really explains how management views the business
and what variahles are essential for growth. And it dearly outlines the
company’s busineas philosophy and standards for success.” The gate-
fold in this section was viewed as very informative and an excellent
means to convey the scope of Cemex’s worldwide network

Investors and accountants alike should find Cemex's finan-
cial closet in order. Judges appreciated the consistent attention to
the requirements, with notes to back up and clanfy the detailed in-
formation.

Page after page, the report highlighted positive comments
from industry, financial and media professionals. While one re-

48
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Grupo IMSA
Overall Score: 4.220
Corporate Review: 3.917
The Financials: 4.344

Presentation/Graphics: 4.400
sed to their fullest advaniage, pho-
tographs of ladders, culverts and car

U‘mm-rsu.. have rarely provided such an
attractive backdrop as in Grupo IMSA's annual report. Grupo [MSA

confined o page 500

Mumber Une Hundrad
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comtinued from page 48

does a great job at presentation and financials, but falls shy of ex-
cellence in the corporate review. One judge commented that the
chairman’s letter was hard to read. Overall though, the Mexi-
can conglomerate’s annual report exudes quality, innovation and
modernity.

Mozt of the panel agree that Grupo IMSA hit the nail on the
head with its annual report. “This is an extremely well done annual
report in every sense of the word,” one commented. Another ox-
pert, who was generally prolific in commentary, was unusually
brief, saving only, “IV's a goad little read.” The comment, however,
speaks well to the report’s success in conveying the company’s mes-
zage to shareholders and potential investors,

Grupo IMSA placed thied overall in the finaneial category.
Judges found the detail in this section exemplary, and none were dis-
mayed by the fact that the graphics virtually disappeared. There's
definitely nothing to diztract vour eyes from the numbers,

Grupo IMSA also made suceessful use of the faldout, which
reviewers find attractive and useful. In IMSAs case, it 15 presented
in the front cover and is an excellent introduction to the companies
that make up the conglomerate. operation locations, as well as an
outline of the company’s history. Charts and graphs are placed
strategically throughout the report. In the end, it’s the photographs
that make this report a united front for the conglomerate

Aracruz Celulose
Overall Score: 4.214
Corporate Review: 4.029

The Financials: 4.447
Presentation/Graphics: 4.167

paper stock is the finest of our entries, The

Brazilian paper and pulp manufacturer
takes advantage of the annunl report to present 25 pages on its
social and environmental projects, with 20 pages of financials that
seore near the top of the rankings,

“It’s good to see a pulp company that is socially conscions,”
said one panelist, The text and photographs introduce share-
holders to the natural resources in Aracrus’s backyard, and really
tllustrate the cyvelical dependence the eompany has to the conti-
nuity of those resources. Another judge noted that the report has
everything, including a section on how CO2 1s absorbed by euca-
lyptus plants,

Financially, Aracruz Celulose's report seemed to have the right
stuff for the judges, *Financial statements in accordance with US
GAAP are a big plus,” commented one reviewer. “Aracruz’s cash
flow statement is a full page, in small font, Considering that most
companics don't even include one, they are far better off than other
ADR issuers,” said another.

Umne of the creative features of this report was the use of halfpage
ingerts illustrating a cucalyptos seedling’s development to full-grown
height. Majority consensus was that charts and graphs were used of-
ficiently. However, one judge noted, “For a company locked into a
global supply/demand curve, there was not a single graph, table or

It is no cotncidence that Aracruz Celulose's

&0 LatinFinance

chart (depicting thish.” Overall, it is a fresh and uncluttered annual
report useful for investors eurious about the eompany, the industry and
how Brazil is putting its natural resources to use,

IRSA

(Inversiones y Representaciones 5.4.)
Dverall Score: 4.173

Corporate Review: 4.092

The Financials: 4.146
Presentation/Graphics: 4.281

Thl.' real estate business is big business

in Latin America, and by the thickness of

its annual report. Argentina’s IRSA is obviously a leading de-
veloper: it is elbow high in photographs, property and a lengthy fi-
nancial statement. The front cover of a skeleton kev and a key hole,
the shape of South America; 15 striking and fits well with the real es-
tate theme.

“Definitely & major chef d'osuvre in concept,” commented one
expert, The front faldout with a table of contents, corporate profile
and maps of company properties was a good use of space to introduce
the reader to IRSA's operations. Charts and graphs that emphasized
the text were helpful. Some panelists, however, commented that the
text was somewhat difficult to read because it appeared to be a
translation of a Spanish version. But the grammatical foihles did-
n't hold the report back from being one of only three companies to
soore above 4,000 in all categories,

Since the company is involved in real estate projects that range
from luxury neighborhood developments to water-front docks and
shopping malls, it's no wonder the financial statements take up
nearly 70 pages of the annual report. One judge liked the fact that
the statement mentinned five-vear comparisons, while another felt
that [RSA should be using more. With solid content and photos of eur-
rent and future ventures in Argentina, Brazil and Venezuela, IRSA
presents itself as o company with inside access to the South Amer-
iean real estate market, Overall, judges were impressed with the re-
port’s intense content and well-prepared material,

Altos Hornos de Mexico
Qverall Score: 4.139

Corporate Review: 4.243

The Financials: 4.298
Presentation/Graphics: 3.875

b, 1t 18 this one, The steel blue front cover
didn't initially attract the discerning eves
of our judges to Mexican steel producer Altos Hornos de Mexieo's an-
continued on page 52

If'thi:re were one cover not to judee the book
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contmnued from page 50

nual report. [t's not a gquestion of quality, but rather lack of eye-
catching design, Once inside, however, scores made their way up
the scale. In fact, the AHMSA report took first place in the corporate
review section, and financial scores were respectable as well.

The report pavs a fair amount of attention to uperades in tech-
nology, backing up the text with small, easy-to-read graphs and
notes, with phatos of modern operations and compiters, The best pho-
tograph in the buok has the board of divectors (all 24 of them ), in full
business attire, seated and standing, in the mouth of an enormous
piece of earth-moving equipment in the middle of a coal mine,

“The chairman's letter 15 an excellent discussion of the com-
pany's short-term strategy to improve profitability. While we don't
see a Jong-term sirategy, this 15 sufficient to provide (the) reader/in-
vestor with a roadmap for the future,” said one panelist. The chair-
man's letter, meanwhile, received the highest scores of the bunch.
One expert remarked several times how clearly written, easy o
follow, and well snranized the report was. That same clear design ap-
pears in the financial statements as well. Another noted that thisis
one of the only reports that used both dollars and pesos, which is an
impartant step forward

mented one reviewer, Whale it’s difficult to veer from the obvious
lightheartedness of the Industrias Bachoco design, there are some
serious nitty-pritty financials and a worthy discussion of the Mex-
ican poultry business,

Lovated throughout virtually the entive country, Bachoco
makes good use of @ Mexican map to llustrate numbers and fypes
of production facilities. Noticeably missing, however, are charts
and graphs, which one judge noted is very important in an annual
report Lo show year-to-year growth. The use of three-year num
biers in the financials does give some reference 1o past performance,

Industrias Bachoco
Overall Score: 4.000
Corporate Review: 3.958

The Financials: 4.011
Presentation/Graphics: 4.031

apitalizing on creativity and imagina-

tion, the Industrias Bachoco annual re-

port is a hands-down top 10 winner. The
Mexican poultry producer went public, both locally and interna-
tionally, in 1997, Catchy chicken humor is its first atiempt at ap-
pealing to US investors. For their part, judees felt the concepl was
a welcome deviation from the norm

“All that was missing was Gonzo from the Muppet Show,” com-

Central Costanera
Overall Score: 3.984
Corporate Review: 3.857

The Financials: 3.846
Presentation/Graphics: 4.250

entral Costanera’s front cover looks

more like a coffer table book than an

annual report. Don't be tricked; behind
the Botticelli maidens and mermaids is an Argentine thermoelec-
trae power plant

The eorporate review was well laid-out with detailed text,
photos, graphs, and charts on the industry, It seems that when-
ever possible, a chart or graph was used, Bright colors and glossy pa-
per alsa enhanced the pages of this section. Industry relevant pho-
tos were mixed in with Argentine urban monuments. As one judge
put it, “The report 1= beautiful.”

The report has many first-rate qualities. Certainly the dis-
cussion of the Arpentine energy market gives the investor a sense
of the competition in the industry. There is also thorough informa-
tion on the Argentine economy. One judge commented, “'The com-
pany offers an) excellent explanation of the business and economic
envirotment in which it operates.” Unfortunately, the text needs a

continued on page 54

ADR Annual Report Contest ADR Annual Report Contest ADR Annual Report Contest
Corporate Review Score The Financials Presentation/Graphics

Company Score Company Score Company Score
1 Alos Hormes do Mesico 1 Banoo de Galicn A 604 I Grupo INMEA 4400
2 Cemes 7 Aracru Celulys: 4.447 ? YPF 4375
3 Samander Chils i Grupn IMSA, 4344 3 IRSA & 701
4 15 A 4 Altns Homos de Mexcr 1298 4 Hrahma 4.750
b 1 5 .L 1294 4 Central Costanera 4,750
f 4162 179
\ j 4 145 1167
8 3 : d asdel Sur 4111
g9 1 i 9 Sanla ; 4017 13

10 Industnas Bachoor i 458 10 Industrias Bachoce 101

52 LatinFinance
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Cemex definitely understands what US investors
are looking for, and uses that to its advantage.

good edit. Two panelists also said that after reading the report they
were left without a sense of the company’s future growth plans,
Five- and three-vear figures are presented for reference.

Enersis

Overall Score: 3.965
Corporate Review: 4.089

The Financials: 4.162
Presentation/Graphics: 3.643

hort on flash, long on detail, Chile's En-

ersis entered an annual report that pro-

vides an excellent point-by-point view
on the Latin American energy business. Few reports included as
many charts and graphs as Enersis’did, Indeed, it was so detailed
in finaneial information, that one judge said it was the first that sue-
vesafully met his standards for US GAAP disclosure.

The Enersis hook is thicker than most. A detailed table of con-
tents really helps the reader understand a complex company like En-
ersis whose subsidiaries are hased throughout Latin Ameriea. For
each subsidiary, there is a background deseription and 1997 re-
sults. There are also typically under-addressed sections such as
growth and development outlines, 19588 prospects for each coun-
try, and investment and finaneing policy for this year,

Despite frequent photos and charts, presentation marks were
average, The absence of vibrant eolor, found in other reports, could
account for some of the judees’ lack of enthusiasm, Enersis should
take advantage of photos of its own industry, rather than relying
heavily on stock photos of buildings and cities

Banco de Galicia
Overall Score: 3.957
Corporate Review: 4.016
The Financials: 4.604
Presentation/Graphics: 3,250
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Said another: “This report projects an image of a serious bank
with a plan.” The report doesn't waste space on frivolous sidebars to
the hanking business, The only diversion is the introduction, which
educates the reader on the broader economic scenario in Argenting,
This is followed by the corporate review, with details of Banco de
(Galicia'’s operations,

The overall score, however, was brought down significantly
by the dismal prezentation, Graphically, the book looks ordinary.
The change in paper for the financial section 15 notable only be-
cause it's one of the few sections that stands out amid the re-
port’s simplicity. In addition, the photos have a recyeled qualily.
And the only charts and graphs in the entire report give no in-
formation oo the bank. Hather they are simply Argentine eco-
nomic indicators,

As awhole, the report is top 10 material, Banco de Galicia's
message was clearly and concisely communicated and well-re-
ceived, Two judpes specifically mentioned how much they appre-
ciated the insight into the local banking industry, while another
noted how well-written the report was,

renting’s Banen de Galicia blew its com-
petitors out of the water in the financial
section, with a blockbuster seore of 4,604,

One panelist noted, (The financials rare consolidated at an impres-
sive level of detail.”

B LatinFinance

Sivensa

Overall Score: 3.955

The Corporate Review: 3.938
The Financials: 3.958
Presentation/Graphics: 3.9649

ivenza's annual report, the sole contest

entry from Venezuela, cannot be over-

looked, simply because its red front cover
is 50 striking. “Red—like a cape to a bull,” noted one judge. Red is
also its corparate color,

Inside, the report is a bit tamer, with a consistent level of
quality in all categories, The corporate review section was com-
mended by the experts for its detail, always a plus in an annual
repart. Full-page photographs—matte and glozsv—aof steel pro-
duction really enhance the text. While the text is readable, it
serms sparse in some areas. and eeeasionally the layout seems

random,

Judges found the overall disclosure of financial information
and aceompanying notes guite adequate. One of vur experts—who
noted how few reports followed US GAAP guidelines—was encour-
aped that the Venezuelan group followed the rules, In most cases, fig-
ures were siven only in US dollars,

Another panelist summed hiz views on the Sivensa report this
way: “Conelusion: This is an excellent, thoroughly modern, informa-
tive report, One of the best I've reviewed.” =
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