Uruguayan Stock Exchanges — IPO Overview

The Uruguayan securities market is a small one witlrce activity compared with other
regional markets like the ones in Argentina andzBravhose stock exchange indexes are
models in Latin America. Currently there are juti&suers listed on the two stock exchanges
existing in Uruguay. However, the Uruguayan stogkhanges have lately improved their
level of activity and in December 2012, banks anstiiutional investors showed special
interest in an IPO issued by the Uruguayan Electiatity (“UTE”) which raised
approximately USD 100 million. This was the biggé20 to date in Uruguay. Moreover,
there is a current project between the main Urugnastock exchange and the Argentinean
stock exchange to jointly perform IPOs in ordemiggorate both markets.

In Uruguay, only local companies are currentlyeliston the stock exchange. Most of the
activity on the stock exchange is in public se@esit except for the trading of stocks and
negotiable bonds.

Even though the Uruguayan stock exchange is nqgtrbient legislation has attempted to
re-launch the Uruguayan securities market in abath to trigger economic development,
something that was originally projected by lawmakevhen they passed the General
Corporation Act of 1989, and to facilitate corperdinancing outside the banking system,
giving companies access to private investors. Sithee late 1980s, Uruguay has been
committed to enhancing its securities laws in otdezonvert Uruguay into a financial center.

Securities stock exchanges in Uruguay are regulate¢de Uruguayan Central Bank (“UCB”)
and, typically, are mobilized by government seesit The government issues treasury bills
(Letras del Tesofp which are short term securities and treasurydbabonos del teso)o
which are long-term securities. The government @édsaes securities in foreign currencies
and foreign markets, global notes and bonds. Th& dlSo issues short-term securities for
monetary policy purposete{ras de regulacion monetajiaPrivate sector securities consist of
stocks and negotiable bonds. However, listings rofape securities are very limited, as
previously mentioned.

1. Regulatory Background

1.1 Overview of Regulatory Background

Securities market activities are concentrated oo stock exchanges: (a) Bolsa De
Valores de Montevideo (“BVM”) created in 1867 arx) Bolsa Electronica de Valores
(“BEVSA”, and together with BVM, the “Stock Exchaegf and each a “Stock
Exchange”) created in 1993. Currently, both BVM aBEVSA are organized as
Uruguayan corporations.

Uruguay passed a new Uruguayan Securities Act, 8)62¥ (the “Act”), which was

published in the Uruguayan Gazette on DecembeRQ®), and expressly struck down
the former Securities Act (16,749) of 1996 whicthen it was passed, improved the
Uruguayan securities market as a complement td&#meeral Corporation Act (16.060)
mainly in terms of the issuance of bonds by opémid corporations and book-entry
securities. After more than a decade in force amdng been incorporated into to the
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1.3

2.1

Uruguayan system together with other laws suclhadtust Act and the Act regarding

Closely Investment Fund of Credits, it became ctkat the Uruguayan system needed
an updated securities act. The new Act, more camblen the 1996 act, regulates not
only IPOs and the stock market but also pays spattention to securities brokers, the

regulation of which was not comprehensive in threnter act.

The Act recognizes two types of securities: bookyeand paper-based, a distinction

that has existed in Uruguayan law since the Ger@@gboration Act (16.060). However,

in this case the Act extensively regulated bookyesecurities; paper-based ones are
only mentioned and regulated by reference, onaheeserms of book-entry securities.

The idea of “security” that is used by the Act,veal as by the former securities act,

includes those assets (tangible and intangible)rayids that are easily transmissible,
such as stocks, bonds, commercial papers, shanegestment funds, etc.

Regulatory Entities

Uruguayan Central Bank (“UCB”)

The Uruguayan Central Bank is the governmental @gérat oversees the transparency,
competitiveness and correct operation of the seesinnarket by offering complete and
accurate information to investors and reducingesyst risk. The UCB is also in charge
of administrative intervention and liquidation ofarket exchange entitiebdlsas de
valore9, similar entities and securities brokers as wigll,a role similar to that it
undertakes regarding banks and other financiatunisins.

Securities Market Promotion Commission

A commission for securities market promotion wasated by the Act in order to assist
the Executive in the promotion and developmentectisities market.

Required Approvals

Section 3 of the Act provides that not only seaesibut also issuers must be listed with
the Securities Registry (Financial Services Ageofcthe UCB). This is not mandatory
if the issuer is the Uruguayan government, localegoments or the UCB itself.

Listing Criteria

Pursuant to Section 4 of the Act, the process Herlisting of issuers and securities
starts with an application that is submitted by finespective issuer to the Financial
Services Agency of the UCB. The applicant is regpliito furnish the agency with
personal information and information about the s&es for which listing is being
sought.

Suitability of Listing Applicant

The Financial Services Agency of the UCB, in acao® with the Act, establishes the
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requirements with which an issuer must comply. Mueg, the Act allows the agency to
set different requirements depending on the typgbetecurity, the offer, the issuer, etc.

After the listing of the issuer and the securitieth the UCB, the issuer must submit an
application to the Stock Exchange. One of the requénts set by this regulation
concerns the issuer’s records as well as finanofakmation. The applicant and its
business must, in the opinion of the Stock Exchargsuitable for listing. The Stock
Exchange has discretion to accept or reject listipglications. Typically, provided that
a company meets all the qualifications for listiigyill be listed.

Public companies

The General Corporation Act (16.060) and the Adl #meir regulations, as well as
Stock Exchange rules, set out certain registratmad authorization requirements
applicable to the issuance of public shares anérosecurities, and require public
companies to periodically disclose relevant infaiora

These requirements are mainly focused on regulatiiigal public offers (“IPOs”),
capital increases and market transparency.

In Uruguay, a corporation may be an open or classdpany. An open corporation may
raise public funds to pay for its initial capital for increases in such capital, will be
listed on a stock exchange, and may incur debs&yimg securities that may be sold to
the general public. All other companies are consid¢o be closed corporations.

Competing interests

The Act provides that stock exchange entities, @l as other institutions where
securities are bought and sold and issuers musiM@orporate governance principles.

Among other obligations (fiduciary duties), issuemaist inform the public, in an
accurate and complete way, about their financiatestents and further relevant
information. Also, they need to use internatiortahdards for accountability and audit
practices.

Among others, section 82 of the Act sets forth thegctors of issuers must comply not
only with provisions of the General Corporation A&6.060) but also with several
requirements in terms of competing interests reagdldy the Act €.g. it expressly
regulates the corporate opportunity doctrine).

Management presence

In Uruguay, corporations can be managed by onlydirexztor who can be a foreigner

and non-resident. However, the applicant shoule lzasufficient management presence
in Uruguay to perform its duties as issuer, maimith the UCB. This management can

be performed by managers who are not necessardgtdrs.

2.2 Track Record Requirement
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The Act states that listed companies must comptit good disclosure standards, and
issuers have especially strong disclosure duties.

In addition, Uruguayan Law provides that listed pamies, financial institutions and
large non-listed companies must file an annual taddieport, which includes a cash
flow statement, changes in equity, notes and thbtexdi opinion of the consolidated
statement.

Furthermore, according to Section 197 (bis) of @eneral Corporation Act (16.060),
any company with assets of more than USD 930,0@@ré¢x.) or with revenues
exceeding USD 3,100,000 (approx.) must file finahgtatements with the relevant
governmental agency that deals with companies I@irto a Secretary of State in the
United States of America). The General Corporafiah(16.060) points out that banks
and listed companies (issuers) are not bound hyliéssince they have to do the same
pursuant to the UCB regulations, as previouslyudised.

Listing decisions / guidelines

According to the guidelines of the Stock Exchangsuers must submit financial
statements corresponding to the last three yedi®niag International Accounting
Standards. Financial Information for the last yraeds to be filed along with other
documents like the Audit Report. Financial inforrmatmust be less than six months’
old.

Minimum Market Capitalization

There is no minimum market capitalization. As weéalready pointed out, recently an
IPO in Uruguay raised USD 100 million and was thggbst in Uruguay’s history.

Similarly, the very same day another issuer, CasaGdlicia (a medical provider),

launched an IPO for USD 3.3 million.

Sufficiency of Working Capital

In Uruguay, patrimonial solvency is deemed whenissuer is authorized by the
Uruguayan authorities. Afterwards, the very sanseeaswill be reviewed by the Stock
Exchange when the issuer and its securities @elliJhere is no specific regulation in
terms of what is the minimum percentage to be cemed “sufficient” in terms of
working capital.

Eligibility for Electronic Settlement
There is an electronic settlement system in Uruguay

The confirmation process for electronic settlemakes place in the 30 minutes after
the close of trading. Settlement takes place on fo#+ Homestic securities and T+3 for
securities issued on foreign markets. At 5p.m. (tlb&ir at which banks close in

Uruguay), securities traded and global securitiedeft in the custody of a private bank.
Government and UCB dematerialized securities ale dtethe UCB under the name of
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the corresponding Stock Exchange and identifyirgafoker-dealer that participated.

Once the Stock Exchange receives the funds imitds settlement account through the
private bank, or in its account at the UCB via Etectronic System of Communications,
the Stock Exchange transfers the ownership of &ivers if in physical form) the
securities.

If securities or funds are not delivered at setdetnthe Stock Exchange rules include
buy-in and sell-out procedures at the cost of Hiknf party through its generic stock
exchange guarantee.

The other Uruguayan exchange, the Electronic SEbahange, operates an electronic
trading system open from 10:00 a.m. to 5:00 p.nis Trading system is connected
online with the UCB custody. Settlement takes placesal time for both securities and

funds. Trading in other securities is settled bilally. Global securities settlement takes
place bilaterally through international custodiansT+3.

Overseas Companies

In Uruguay, currently all issuers are Uruguayansweler, in certain cases, subsidiaries
of foreign groups (e.g. BBVA Bank) have issued s#i@s on the Uruguayan Stock
Exchange acting through their Uruguayan entities.

Notwithstanding the foregoing, a foreign incorpethtompany can list on a Uruguayan
Stock Exchange even though it is already listed foreign market.

Shareholding Requirements

Public float

In Uruguay, corporations and other business assmasacannot hold their own stock
except in specific cases like mergers and onlaftimited period of time. Consequently,
an issuer’s total outstanding stock must at aletirbe held by the public. There are no
requirements in terms of a percentage of sharbse tteld by the public. The key here is
that shares cannot be held by the company but lsblde¥s can be affiliates or
connected persons of the issuer.

Restrictions on Major Shareholders

Spread of Shareholders

There is no provision in this regard in Uruguay.

Post-IPO Lock-up

There is no provision in this regard in Uruguay.

Listing Procedure and Timetable
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Listing process and timeframe

Provided that all relevant listing criteria candsgisfied and the documents required to
be submitted to the Stock Exchange are in goodrotte listing process may be
achieved within 3 to 5 months. The proceeding leetbe UCB varies in terms of time,
depending on the complexity of the case.

Marketing the Offer

Listing applicants need to make their offers kndwyrthe public. All publicity material
which is to be released in Uruguay in connectioth\an IPO is supervised by the UCB.
Insider trading doctrine and confidential measuaes ruled by the Act in order to
preserve crucial information about the IPO. Conseatly, no press releases should be
published in relation to the IPO prior to the issfi¢he prospectus.

Required Documentation

The most important document in the listing prodegke prospectus, which is regulated
by Section 21 of the Act. This section providest tthee prospectus must include the
following elements:

a) It can be drafted by the issuer;

b) Identification of the registering entity;

c) Features and conditions of the securities; and

d) It must be issued with signatures certified by a@axpPublic.

Publication of the Prospectus

When securities are offered to the “public” instihg, a prospectus must be prepared in
accordance with the requirements of the Act. A peatus needs to be in the possession
of the issuer and it can be requested by the UQBeoregistering entity.

Documentary Requirements

Contents of the Main Listing Document

The content requirements for a prospectus arewdehahe Act. As a general principle,
investors are considered as “consumers” and, coesdy, a prospectus needs to be in
Spanish and to contain the detailed informatiorcieel above.

Other Documents
As already pointed out, the new Act created a l&gahework based on dematerialized
securities. In this regard, Section 23 of the Astsdorth that the “registering entities”

are the ones that register the securities thatlisted on the stock exchange, under
international standards. These entities have a bowkich securities are registered.
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For securities that are issued by the Uruguayane@®owent, this book is held by the
UCB.

Articles/Constitutional Documents

As noted above, in Uruguay, corporations can belggeeld (public) or closely-held.

In the case of public or open corporations, thetyem its formation period receives
subscriptions of capital from public savings andsth shares are traded on the stock
exchange.

The Act and its regulations, as well as Stock Erglearules, require special registration
and authorization to issue public shares and adkeurities. Public companies must
disclose relevant and periodical information. Thesglirements are mainly focused on
regulating IPOs, capital increases and market paesicy, but may apply in certain
business combination transactions (when one or maoBc companies are involved).

Moreover, publicly-held corporations need to be aggad by a board of directors (a sole
manager is not allowed in this case) and an inteoraroller Syndig is mandatory.

Financial Information

The accountant’s report and financial reports arquired to be included in the
prospectus. They must contain the audited incoragersents, balance sheets and
cashflow statements for the issuer for the upconpegod, which means that a
cashflow forecast must be included.

Parties Involved
Registering Entity

As previously stated, an issuer seeking to list atenmlized securities on the Stock
Exchange must appoint a registering entity. Thisityerkeeps the book in which

securities are registered. Any modification in tvenership of the securities or if the
latter becomes subject to a pledge, for instasaaciuded in the book.

Fiduciary Agent

Typically, issuers appoint a fiduciary agent whosain purpose in the process is to
represent investors that buy the securities offdtad not mandatory under Uruguayan
law to have a fiduciary agent, but it is very usoat to have one, and its name is
required to be written on the first page of thespextus. Local banks, generally
speaking, are appointed as fiduciary agents.

According to Resolution 1723/00 of the UCB, if asuer does not appoint a fiduciary
agent, this information has to be expressly indllidethe prospectus.

Other persons, advisers and professionals appointddr the listing process
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Stock Exchange Broker dealer

The prospectus must also identify the stock exchdrgker dealer that, working as a
member of a Stock Exchange entity, exercises aebagie activity with the securities

that are bought and sold.

Underwriters

Underwriters may underwrite the offer in whole wpart.

Legal advisers

Legal advisers are typically involved in the pregem of the securities’ issuance, as
well as in the preparation of the prospectus tagettith other professionals appointed
for the listing process. Moreover, if the issueraidegal entity €.9. a publicly-held

corporation) the legal advisers are the ones thalt with formation and activities of the
referred corporation.

Listing Costs

The listing costs may vary in accordance with saiviactors such as the issuer’s size,
the amount of funds to be raised, etc.

Fees charged by the Exchange

Initial listing fess

The fees charged by BVM in relation to a listing get out by internal regulations of
BVM. The initial listing fee payable on the applicen for listing (usually on
submission of the listing application form) randesn USD 2,000 to USD 7,000 plus
taxes.

These are also the costs to have securities listd®EVSA.

Annual listing fee

An annual listing fee is also required to be paidhe issuer, which is 0.055% over the
amount issued and listed.

Broker fees

Broker fees depend on which type of security ar@d i®at issue (equity, fixed income
security, etc.).

Lawyers’ and Accountants’ Fees

Fees charged by the professional advisers to gueiiswill vary according to the size
and complexity of the issue.
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10. Corporate Governance Requirements

The Act provides that Stock Exchange entities al a® other institutions where
securities are bought and sold and issuers involaetPOs must follow corporate
governance principles in order to assure corrgeeisision, control of the direction and
fair and egalitarian treatment to shareholderapglicable.

Among other obligations, it will be necessary foe issuer to inform the UCB and the
Stock Exchange in an accurate and complete waytdbeir financial statements and
further relevant information. Also, they need te usternational standards regarding
accountability and audit.

Uruguayan Law has been recently audited by the OB@0Brld Bank) and the final
report showed that Uruguay mainly complies withevait principles of corporate
governance.

(i) Principle I: Ensuring the Basis for an effective Coporate Governance
Framework

This principle is partially observed by Uruguayamaw. The main factors

stressed by the OECD were the lack of transparéacyssue which Uruguay
has improved with the Act), the lack of an insetatr code governing corporate
governance and that the regulatory authorities loareelapping functions.

(i) Principle 1I: The Rights of Shareholders and key Owership Function

The OECD deemed that the four sub-principles rdladeshareholder’s rights in
terms of fundamental corporate changes and sha@hahformation before
shareholders’ meetings are “partially observedJiaguay.

(iii) Principle Ill: The Equitable Treatment of Shareholders

The World Bank deemed the sub-principles of Prilecilpl, concerning the
egalitarian treatment of all shareholders are fallytobserved” in Uruguay.

(iv) Principle IV: The Role of Stakeholders in CorporateGovernance

The World Bank reported that the sub-principle @nig stakeholder’s
opportunity to obtain effective indemnification“largely observed” in Uruguay.
However, the two other sub-principles regardingketalders’ rights were
deemed to be “partially observed”.

(v)  Principle V: Disclosure and Transparency

The sub-principles of Principle V related to: (ajpatity of standards of
accounting, (b) independent annual audit and (cnohkls for providing
information, were deemed as “partially observed”.

The report stated that listed companies have gasdodure standards and
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financial firms have especially strong disclosure.

In addition, the report recognizes that listed cames, financial institutions and
large non-listed companies must file an annualtaddieport, which includes a
cash flow statement, changes in equity, notes &edaudit opinion of the
consolidated statement.

(vi) Principle VI: The Responsibility of the Board

Sub-principles of Principle VI, concerning boardmieers behavior and access
to information, were deemed as “partially observdd/ the report. The
sub-principles that deal with fair treatment of re@lders, ethical standards,
fulfilling of certain key standards and exercisolgjective independent judgment
were rated as “materially not observed”.

Boards of directors of companies in Uruguay areegaty non-independent,
being usually composed by members who act both »ecuéves and
representatives of the controlling shareholder.

11. Our Office

For further information, please contact:

Hector Ferreira

HUGHES & HUGHES

25 de Mayo 455 2° floor

11000 Montevideo - Uruguay

Tel: (598) 2916 0988

Fax: (598) 2916 1003

E-mail: hferreira@hughes.com.uy
www.hughes.com.uy

March 2013

10
94219 v6



