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In thousands of reais or in thousands of dollars, appropriate


1
Presentation of the Financial Statements

The consolidated financial statements of Itaúsa - Investimentos Itaú S.A. (ITAÚSA) and its subsidiary companies (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 Insurances (SUSEP) and the Brazilian Central Bank (BACEN), which include accounting policies and estimates to calculate accounting provisions.

2
Consolidated Financial Statements

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

.
Banco Itaú S.A. (Itaú); Banco Itaú Europa, S.A. (BIE); Banco Banerj S.A. (Banerj); Banco Banestado S.A. (*) (Banestado); Banco Bemge S.A. (Bemge); Banco Itaú Buen Ayre S.A. (Itaú Buen Ayre); Itaú Seguros S.A. (Itauseg); Itaú Capitalização S.A. (Itaucap); Duratex S.A. (Duratex); Itautec Philco S.A. (Itautec); Elekeiroz S.A. (Elekeiroz), and Itaúsa Empreendimentos S.A. (Itaúsa Empreendimentos).

(a)
New name of Banco do Estado do Paraná S.A., investment acquired by subsidiary Banco Itaú S.A. on October 17, 2000.
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3
Summary of the Main Accounting Principles

(a)
Basis of consolidation - All material intercompany profits, transactions and balances have been eliminated on consolidation. 

The difference between ITAÚSA and ITAÚSA CONSOLIDATED in net income and stockholders' equity results from the effects on the differing policies for the amortization of goodwill on acquisitions, the recognition of deferred tax assets and the elimination of unrealized results on transactions among group companies, together with corresponding deferred taxation effects.

(b)
Translation of the financial statements into U.S. dollars - For the convenience of the reader, all amounts in the accompanying financial statements at September 30, 2001 in reais have been translated into U.S. dollars at the official exchange rate of R$ 2.6713 per US$ 1 at September 30, 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 nine-month period ended September 30, 2001.

(c)
Interbank funds applied, loans, 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 contracted index. Real estate loans are adjusted to present value of future installments. Transactions with predetermined remuneration rates are recorded at their redemption value, adjusted for any unearned income/expenses. Interest income on loans, discounted trade receivables, and financings is recorded on the accrual basis until 60 days overdue. Income from recovery of credits which had 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.

(e)
Allowance for loan losses - The balance of the allowance for loan losses was recorded based on an analysis of the credit risk, in amounts considered sufficient to cover loan losses.

(f)
Investments - In subsidiary and affiliated companies, investments are accounted for under the equity method. The financial statements of consolidated foreign branches and subsidiaries are adapted to comply with Brazilian accounting policies and converted into reais. Other investments are recorded at cost, restated up to December 31, 1995.

(g)
Fixed assets - These are stated at cost of acquisition or construction, less accumulated depreciation, monetarily restated up to December 31, 1995. For insurance, private pension and capitalization operations, property and equipment are adjusted to market value supported by appraisal reports. Depreciation is calculated using the straight line method, based on monetarily corrected cost at the following annual rates:

	
	Percentage
	

	
	
	

	Buildings in use 
	4
	

	Installations, furnishings, equipment in use and security and 

communication systems
	10 to 25
	

	Electronic data processing systems
	20 to 50
	


(h)
Deferred charges - Deferred organization and expansion expenses mainly represent leasehold improvements, and are amortized on a straight line over the respective rental periods, and acquisition and development of software 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 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 Superintendence of Private Insurance (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, PIS and COFINS - The provisions were calculated according to the current legislation at the rates shown below.

	
	Percentage

	
	

	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 calculated at the rate of 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.

4
Income Tax and Social Contribution

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

	
	
	January 1 to September 30, 2001 
	
	January 1 to 
	

	
	
	
	
	
	
	September 30,
	

	
	
	R$
	
	US$
	
	2000 - R$
	

	
	
	
	
	
	
	
	

	Income before tax and social contribution
	
	2,470,442
	
	924,809
	
	2,002,259
	

	Taxes payable (income tax and social contribution) at rates of 25%
	
	
	
	
	
	
	

	and 9% (*) respectively 
	
	(839,950
	)
	(314,435
	)
	(680,768
	)

	
	
	
	
	
	
	
	

	Increases/decreases in income tax and social contribution payable
	
	
	
	
	
	
	

	
as the result of:
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Permanent (Inclusions) Exclusions
	
	488,355
	
	182,815
	
	281,978
	

	
Equity in income of affiliates
	
	4,501
	
	1,685
	
	12,358
	

	
Non-deductible expenses and provisions, and other
	
	249,441
	
	93,378
	
	95,746
	

	
Interest on own capital
	
	234,413
	
	87,752
	
	173,874
	

	
	
	
	
	
	
	
	

	Temporary (Inclusions) Exclusions
	
	(290,966
	)
	(108,923
	)
	(21,960
	)

	
Allowance for loan losses
	
	(134,578
	)
	(50,379
	)
	47,019
	

	
Labor provisions, tax contingencies and other expenses 
	
	(156,388
	)
	(58,544
	)
	(68,979
	)

	
	
	
	
	
	
	
	

	Other adjustments
	
	(8,745
	)
	(3,274
	)
	(42,906
	)

	
Income tax of foreign branches and subsidiary companies
	
	(8,745
	)
	(3,274
	)
	(42,906
	)

	
	
	
	
	
	
	
	

	Income tax and social contribution from operations of the period
	
	(651,306
	)
	(243,817
	)
	(463,656
	)

	
Withholding tax on distribution of interest on own capital
	
	(106,008
	)
	(39,683
	)
	(53,720
	)

	
	
	
	
	
	
	
	

	Total income tax and social contribution
	
	(757,314
	)
	(283,500
	)
	(517,376
	)


(*)
In accordance with Note 3(i).

(b)
The composition of accounting adjustments, which refer to temporary additions to deferred income tax and social contribution is shown below:

	
	
	January 1 to September 30, 2001
	
	
	

	
	
	
	
	
	
	January 1 to
	

	
	
	
	
	
	
	September 30,
	

	
	
	R$
	
	US$
	
	2000 - R$
	

	
	
	
	
	
	
	
	

	Deferred income tax and social contribution related to
	
	
	
	
	
	
	

	temporary adjustments
	
	411,829
	
	154,168
	
	(69,416
	)

	
	
	
	
	
	
	
	

	Tax credits:
	
	
	
	
	
	
	

	
Increase (reversal) on temporary additions/exclusions
	
	287,855
	
	107,759
	
	(974
	)

	
Increase (reversal) on tax loss and negative social contribution
	
	128,739
	
	48,193
	
	(55,841
	)

	
Increase (reversal) on others
	
	(4,765
	)
	(1,784
	)
	(12,601
	)


(c)
The balance of tax credits and deferred tax liabilities (income tax and social contribution) is represented as follows:

	
	
	
	
	
	September 30, 2001

	
	December 31,
	
	
	
	
	
	

	
	2000 - R$
	
	Changes - R$
	
	R$
	
	US$

	Tax credits
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Temporary differences:
	
	
	
	
	
	
	

	
Allowance for loan losses
	712,215
	
	112,675
	
	824,890
	
	308,797

	
Valuation allowance for securities/interbank deposits
	268,381
	
	18,008
	
	286,389
	
	107,210

	
Provision for interest on own capital
	26,086
	
	120,618
	
	146,704
	
	54,919

	
Provision for tax contingencies
	188,199
	
	24,594
	
	212,793
	
	79,659

	
Provision for labor contingencies
	161,160
	
	17,353
	
	178,513
	
	66,826

	
Provision for civil contingencies
	62,937
	
	12,829
	
	75,766
	
	28,363

	
Real estate allowances
	51,542
	
	(5,389
	)
	46,153
	
	17,277

	
Tax losses and negative social contribution basis
	721,897
	
	128,706
	
	850,603
	
	318,423

	
Other
	500,591
	
	(14,075
	)
	486,516
	
	182,127

	
	
	
	
	
	
	
	

	Total 
	2,693,008
	
	415,319
	
	3,108,327
	
	1,163,601

	
	
	
	
	
	
	
	

	Deferred tax liabilities
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Temporary differences:
	
	
	
	
	
	
	

	
Excess of depreciation on leasing operations
	146,719
	
	69,878
	
	216,597
	
	81,083

	
Revaluation reserve
	22,182
	
	(3,070
	)
	19,112
	
	7,155

	
Taxation on branches and subsidiary companies abroad
	37,559
	
	8,746
	
	46,305
	
	17,334

	
Taxation on results abroad - Capital Gain
	34,112
	
	11,005
	
	45,117
	
	16,890

	
Foreign currency translation adjustment MP - 1991/99 - art. 30
	-
	
	27,854
	
	27,854
	
	10,427

	
Other provisions 
	6,022
	
	(5,816
	)
	206
	
	77

	
	
	
	
	
	
	
	

	Total 
	246,594
	
	108,597
	
	355,191
	
	132,966


The average term expectation is five years

5
Stockholders' Equity - Itaúsa

(a)
Shares

Capital is represented by 3,070,505,414 book entry 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 on March 19, 2001, the capital increase of ITAÚSA from R$ 1,800,000 to R$ 1,935,000 - US$ 724,366 was approved by issuing 33,002,336 common shares and 56,997,664 preferred shares, paid up at the price of R$ 1.50 - US$ 0.56 each, with a subscription right from March 20 to April 18, 2001. Shares were paid up in April 2001. The said capital increase was approved by the Annual Stockholders' Meeting held on April 26, 2001.

The transformation of subsidiary Itaucorp S.A. into a wholly-owned ITAÚSA subsidiary, with the latter merging the entire capital stock of the former, by increasing ITAÚSA's capital by R$ 16,939 - US$ 6,341, amount equivalent to the appraised value of Itaucorp S.A. interest held by other stockholders, was proposed and approved at the Annual Stockholders' Meeting held on April 26, 2001. As a result, ITAÚSA issued 4,167,262 common shares and 3,377,241 preferred shares, assigned to Itaucorp S.A. stockholders. In conformity with Article 252 § 1 of Law 6404/1976 other stockholders no longer have the subscription right for these shares.

Also at the Annual Stockholders' Meeting held on April 26, 2001, stockholders approved the capital increase by the incorporation of reserves to R$ 2,316,939 - US$ 867,345 from R$ 1,951,939, without issuing new shares.

(b)
Dividends

Stockholders are entitled to a minimum mandatory dividend of 25% of net income, as 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 or preferred shares.

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

(c)
Reconciliation of net income and stockholders'
equity of Itaúsa and Itaúsa consolidated

	
	Net income
	
	Stockholders' equity
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	January 1 to September 30, 2001
	
	January 1 to September 30, 2000
	
	September 30, 2001
	
	September 30, 2000
	

	
	
	
	
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	
	
	
	

	Itaúsa 
	1,304,269
	
	488,252
	
	717,243
	
	5,428,376
	
	2,032,110
	
	4,359,546
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
Goodwill amortization (1)
	(30,584
	)
	(11,449
	)
	(8,211
	)
	(842,429
	)
	(315,363
	)
	(215,344
	)

	
Tax credit (2)
	-
	
	-
	
	-
	
	591,526
	
	221,438
	
	-
	

	
Unrealized results
	-
	
	-
	
	(1,073
	)
	(1,638
	)
	(613
	)
	(1,638
	)

	
	
	
	
	
	
	
	
	
	
	
	
	

	Itaúsa consolidated
	1,273,685
	
	476,803
	
	707,959
	
	5,175,835
	
	1,937,572
	
	4,142,564
	


6
Related Parties

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

Transactions involving ITAÚSA and its subsidiaries 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, closed private pension entities, which administer supplementary retirement plans sponsored by ITAÚSA and/or its subsidiaries, as described in Note 10(b).

.
Fundação Itaú Social and Instituto Itaú Cultural - IIC, entities sponsored by subsidiary ITAÚ to act in their respective areas of interest. During the period, consolidated companies made donations to the IIC in the amount of R$ 14,668 - US$ 5,491.

The transactions with these related parties are not significant in the overall context of ITAÚSA's operations, 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 in and redemption of securities, and the provision of portfolio custody/management services.

7
Financial Instruments

(a)
Derivatives 

In relation to transactions involving derivatives, the subsidiaries of ITAÚSA, principally the banking institutions, 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 operates with 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 pre-fixed rates, interbank deposit rates (DI), exchange variations or price indices. BM&F future contracts involving interbank rates and U.S. dollars are mainly used to hedge financing operations offered to customers with maturities or in currencies which are mismatched with the resources used to fund these operations.

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

The amounts related to positions in future, swap and options operations are as follows:

	
	Memorandum accounts 
	
	Balance sheets accounts
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Notional value
	
	Amounts receivable/received (Amounts payable/paid)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Itaúsa
	
	
	
	
	
	Itaúsa
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	September 30, 2001
	
	September 30, 2001 
	
	September 30, 2000
	
	September 30, 2001
	
	September 30, 2001
	
	September 30, 2000
	

	
	
	
	
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	
	
	
	

	Future contracts
	45,053,434
	
	16,865,733
	
	8,955,126
	
	38,500
	
	14,412
	
	8,204
	

	
Purchase commitment
	20,744,333
	
	7,765,632
	
	2,846,307
	
	(62,725
	)
	(23,481)
	
	160
	

	
Commitment to sell
	24,309,101
	
	9,100,101
	
	6,108,819
	
	101,225
	
	37,893
	
	8,044
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Swap contracts
	
	
	
	
	
	
	(242,651
	)
	(90,836
	)
	85,366
	

	
Asset position
	9,787,831
	
	3,664,070
	
	11,191,798
	
	259,652
	
	97,201
	
	154,826
	

	
Liability position
	10,030,482
	
	3,754,907
	
	11,106,432
	
	(502,303
	)
	(188,037
	)
	(69,460
	)

	
	
	
	
	
	
	
	
	
	
	
	
	

	Option contracts
	4,571,694
	
	1,711,412
	
	2,001,910
	
	(105,351
	)
	(39,438
	)
	(11,014
	)

	
Purchase – long position
	1,180,716
	
	442,001
	
	800,734
	
	(50,711
	)
	(18,984
	)
	(44,967
	)

	
Sales – long position
	1,912,373
	
	715,896
	
	203,237
	
	(113,763
	)
	(42,587
	)
	(15,229
	)

	
Purchase – short position
	322,415
	
	120,696
	
	274,425
	
	5,220
	
	1,954
	
	12,732
	

	
Sales – short position
	1,156,190
	
	432,819
	
	723,514
	
	53,903
	
	20,179
	
	36,450
	


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

	
	
	
	
	
	
	
	
	
	
	
	R$
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Consolidated Itaúsa
	0 - 30
	
	31 - 180
	
	181 - 365
	
	over 365 days
	
	September 30, 2001
	
	September 30, 2000
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Futures
	2,662,887
	
	19,863,358
	
	9,544,953
	
	12,982,236
	
	45,053,434
	
	8,955,126
	

	Swaps
	650,234
	
	3,121,591
	
	3,070,423
	
	2,685,931
	
	9,528,179
	
	11,036,972
	

	Options
	254,299
	
	3,005,919
	
	732,263
	
	579,213
	
	4,571,694
	
	2,001,910
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	US$
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Consolidated Itaúsa
	
	
	0 - 30
	
	31 - 180
	
	181 - 365
	
	over 365 days
	
	September 30, 2001
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Futures
	
	
	996,850
	
	7,435,839
	
	3,573,149
	
	4,859,895
	
	16,865,733
	

	Swaps
	
	
	243,415
	
	1,168,566
	
	1,149,412
	
	1,005,477
	
	3,566,870
	

	Options
	
	
	95,197
	
	1,125,265
	
	274,122
	
	216,828
	
	1,711,412
	


(b)
Market value

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

The recorded values 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, approximate to their corresponding market value, or it is not available, except for those included in ITAÚSA CONSOLIDATED as stated below, basically represented by ITAÚ and its direct and indirect subsidiaries:

	
	
	
	Record value
	
	
	
	Market value
	
	
	
	Unrealized income (loss) (1)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	September
	
	
	
	
	
	September
	
	
	
	
	
	September
	

	
	September 30, 2001
	
	30, 2000
	
	September 30, 2001
	
	30, 2000
	
	September 30, 2001
	
	30, 2000
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interbank deposits
	7,180,690
	
	2,688,088
	
	5,473,348
	
	7,182,477
	
	2,688,757
	
	5,482,495
	
	1,787
	
	669
	
	9,147
	

	Securities and derivatives
	21,315,812
	
	7,979,565
	
	16,911,024
	
	22,542,373
	
	8,438,727
	
	17,884,181
	
	1,226,561
	
	459,162
	
	973,157
	

	Loan operations
	23,274,164
	
	8,712,673
	
	15,636,665
	
	23,240,223
	
	8,699,967
	
	15,659,771
	
	(33,941
	)
	(12,706
	)
	23,106
	

	Investment in BPI
	317,710
	
	118,935
	
	165,415
	
	511,894
	
	191,628
	
	518,609
	
	194,184
	
	72,693
	
	353,194
	

	Other investments
	403,376
	
	151,004
	
	339,610
	
	401,765
	
	150,401
	
	346,050
	
	(1,611
	)
	(603
	)
	6,440
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Funds raised by subsidiary companies
	52,074,134
	
	19,493,930
	
	37,531,772
	
	51,892,058
	
	19,425,770
	
	37,366,524
	
	182,076
	
	68,160
	
	165,248
	

	Borrowings
	1,009,402
	
	377,869
	
	763,303
	
	1,008,878
	
	377,673
	
	760,368
	
	8,524
	
	3,191
	
	2,935
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Treasury shares
	331,661
	
	124,157
	
	99,786
	
	485,070
	
	181,586
	
	292,444
	
	153,409
	
	57,429
	
	192,658
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total unrealized gain/(loss)
	
	
	
	
	
	
	
	
	
	
	
	
	1,730,989
	
	647,995
	
	1,725,885
	


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

· Interbank deposits, certificates of bank deposit 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 interest future market rates and swap market rates for pre-fixed securities and fixed interest securities rates for post-fixed securities published in the Gazeta Mercantil on October 1, 2001.

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

· Investment fund quotas included in Securities were determined based on net value per quota on the balance sheet date.

· Publicly traded shares when included in Securities were valued using the average price quota 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 determined by means of future cash flows discounted using interest futures market rates, swap market for pre-fixed securities, and fixed income securities market rates for post-fixed securities published in the Gazeta Mercantil on October 1, 2001; the effects of the hedges (swap contracts) are also taking into account.

· Derivatives related to swaps contracted to hedge other assets and liabilities are determined based on reference values for each parameter set forth in the contracts (both parties), monetarily corrected through maturity and discounted to present value using interest future market 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 daily bulletin of each Stock Exchange.

8 Extraordinary Results

During this quarter, the amount of R$ 107,900 - US$ 40,392 was recognized as Extraordinary Result through interest in subsidiary Itaú relating to the conclusion of the partnership with Telefónica Group, since on July 25, 2001 Telefónica Group decided to increase the percentage of its interest in the operation of the Itaú telecommunications corporate network. Further, Itaú has fully amortized the goodwill related to the interest acquired in Lloyds Asset Management S.A., with segregated amount of R$ 75,525 - US$ 28,273 on ITAÚSA CONSOLIDATED. 

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 to extraordinary results accounts, representing the following:

	
	
	Parent company
	
	Minoritary
	
	Conglomerate
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Non-operating gains ("la Caixa") pursuant
	
	
	
	
	
	
	
	
	
	
	
	
	

	
to relevant event published on February 15, 2001 (1)
	
	227,360
	
	85,112
	
	1,910
	
	715
	
	229,270
	
	85,827
	

	Non-operating loss arising from the acquisition of shares to be kept in 

treasury by Banco Itaú S.A.
	
	(86,608
	)
	(32,422
	)
	(1,146
	)
	(429
	)
	(87,754
	)
	(32,851
	)

	Amortization of goodwill in subsidiary companies (2)
	
	(76,758
	)
	(28,734
	)
	(86,047
	)
	(32,212
	)
	(162,805
	)
	(60,946
	)

	Provision for operating restructuring and other – Banco Itaú S.A.
	
	3,840
	
	1,438
	
	3,859
	
	1,445
	
	7,699
	
	2,882
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Telefónica Project (3)
	
	211,690
	
	79,246
	
	237,066
	
	88,746
	
	448,756
	
	167,992
	

	
Gain on variation of equity interest pursuant to relevant event published on June 12, 2001
	
	215,943
	
	80,838
	
	241,830
	
	90,529
	
	457,773
	
	171,367
	

	
Administrative expenses on the transaction
	
	(4,253
	)
	(1,592
	)
	(4,764
	)
	(1,783
	)
	(9,017
	)
	(3,375
	)

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Extraordinary result
	
	279,524
	
	104,640
	
	155,642
	
	58,265
	
	435,166
	
	162,904
	


9
Reclassification for Comparability Purposes

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

In order to render the September 30, 2001 financial statements comparable, the following balances of the period from January 1 to September 30, 2000 have reclassified:

	
	September 30, 2000

	
	
	
	
	
	
	

	
	Previously disclosed
	
	Reclassification
	
	Reclassified balances
	

	
	
	
	
	
	
	

	
	R$
	
	R$
	
	R$
	

	
	
	
	
	
	
	

	Operating revenues 
	12,227,310
	
	(22,282
	)
	12,205,028
	

	Operating expenses
	(10,196,152
	)
	20,701
	
	(10,175,451
	)

	
	
	
	
	
	
	

	Operating income (loss)
	2,031,158
	
	(1,581
	)
	2,029,577
	

	
	
	
	
	
	
	

	Non-operating income (loss)
	(27,252
	)
	(66
	)
	(27,318
	)

	
	
	
	
	
	
	

	Income before taxation
	2,003,906
	
	(1,647
	)
	2,002,259
	

	Income tax and social contribution 

due on operations for the period
	(465,303
	)
	1,647
	
	(463,656
	)

	
	
	
	
	
	
	

	Net income
	1,403,600
	
	-
	
	1,403,600
	


10
Additional Information 

(a)
Foreign currency denominated balance sheet in reais:

	
	September 30, 2001
	
	September 

30, 2000
	

	
	
	
	
	
	
	

	
	R$
	
	US$
	
	R$
	

	
	
	
	
	
	
	

	Foreign investments 
	5,201,311
	
	1,947,109
	
	3,503,807
	

	Net amount of assets and liabilities in 
foreign currency, including derivatives (*)
	(821,071
	)
	(307,368
	)
	(674,771
	)

	
	
	
	
	
	
	

	Net foreign exchange position
	4,380,240
	
	1,639,741
	
	2,829,036
	


(*)
This amount does not include an additional securities devaluation allowance of subsidiary Itaú in the amount of R$ 925,000 (US$ 346,273), of which R$ 310,000 (US$ 116,048) was set up during this quarter taking into consideration an estimate for the strengthening of the Real in relation to the U.S. Dollar on permanent investments abroad.

(b)
ITAÚSA and its subsidiaries sponsor complementary pension plans managed by Fundação Itaubanco, Fundação Duratex, Fundação Itaúsa Industrial(*) and FUNBEP - Multisponsored Pension Fund (closed private pension fund), for the purpose of granting lifetime income (in the case of FUNBEP and the plan arising from the Fundação Bemge de Seguridade Social - FASBEMGE, also in the form of pensions as a result of death), to complement the retirement pension paid by social security. During the period, the contributions amounted to R$ 21,673 - US$ 8,113 (R$ 45.861 from January 1 to September 30, 2000). The actuarial liabilities are calculated in accordance with the actuarial models established in the plans' Technical Notes, which call for compound capitalization and defined benefits and are fully covered by the technical provisions for expired and unexpired risks. The contribution rate increases in accordance with the participant's salary.

(*) New name of Aricanduva Previdência.

(c)
The amount of R$ 1,421,912 (US$ 532,292) (R$ 1,538,062 from January 1 to September 30, 2000) was collected and provisioned in ITAÚSA CONSOLIDATED related to taxes and contributions of income, revenues and salaries. Additionally, taxes on financial intermediation were collected from clients in the amount of R$ 2,707,860 (US$ 1,013,686) (R$ 2,161,913 from January 1 to September 30, 2000).

11
Special Limited Review

The consolidated financial information were submitted to a limited review by PricewaterhouseCoopers Auditores Independentes, as prescribed by CVM Instruction 202/1993.

*          *          *
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