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Embratel Participações S.A. (“Embrapar or Company”), in compliance with the provisions in Paragraph Four
of Article 157 of Law n.º 6.404/76, and the provisions of CVM Instruction n.º 358/02, hereby informs its
shareholders and the public in general that the income of the quarter ended as of September 30, 2006 (and,
consequently, of the year of 2006) will be affected as a result of the acknowledgement of expenses related to
tax contingencies by its controlled companies Empresa Brasileira de Telecomunicações S.A. (“Embratel”) and
Telmex do Brasil Ltda. (“Telmex Brasil”). Such expenses result from payments made and provisions created as
a consequence of contingencies encompassed by tax benefits, whose concession was authorized pursuant to
Convênio ICMS (ICMS Agreement) n.º 72, published in the Federal Official Gazette (DOU) of August 07,
2006. As per such Agreement, the States and the Federal District were authorized to grant partial remission,
with the reduction of ICMS rates, and amnesty of monetary restatement, interests and fines for payment of
debts, accrued or not, resulting from non payment of ICMS on specific services, considered as communication
services under the above mentioned Agreement, the tax events of which have occurred up to July 31, 2006.

The effective institution of the benefits resulting from mentioned Agreement depends on the enactment of
regulation by each State. As for the States where such benefit has already been instituted and in relation to
which the controlled companies Embratel and Telmex Brasil decided for the adhesion, payments representing
expenses of R$191.7 million have been made, substantially from the controlled company Embratel, in addition
to the provisions contained in the financial statements, putting an end to the relevant discussion, including all
ongoing administrative and judicial proceedings in the States. Such payments have already been made,
considering that the use of the tax benefits at stake depends on the payment of amounts calculated according to
the provisions of the regulatory acts in reference and within the timeframe established therein.

Additionally, in relation to the States where there has not been the legal implementation of the agreement or the
adhesion to such benefit until the present date, the controlled companies Embratel and Telmex Brasil created an
additional provision in the amount of R$306.7 million and R$16.1 million, respectively, in order to comply
with the future payments necessary for the use of the tax benefit granted, because they considered likely that, in
light of Resolution CVM No. 489, of October. 03, 2005, the communication debts comprised by Agreement
72/06 will be paid.

 As a consequence, the consolidated result in the quarter ended as of September 30, 2006 was affected as a
result of the acknowledgement of the actual expenses and of the new provisions constituted in the total  amount
of approximately R$514.5 million.

Embrapar’s decision of taking advantage of the tax benefits which are the subject matter of the Agreement
72/06 results from a firm decision of its management to reduce the amount of contingencies resulting from its
activities, aiming at having a more favorable environment for the growth of its business and the improvement
of its profitability in the following years.

Rio de Janeiro, October 19, 2006.
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Investor Relations Officer

Embratel Participações S.A. is the holding company of Embratel, a leading integrated telecommunications provider offering solutions to
business and services to residential customers all over Brazil.  Service offerings include: outsourcing, high-speed data communications,
Internet, corporate networks, advanced voice and international, domestic and local telephony. Embratel operates a proprietary state-of-
the-art network with country wide coverage and presence in Brazil’s main metropolitan areas. It also controls Telmex do Brasil, a
corporate business telecommunications provider and has a 43.0 percent economic interest in Net Serviços, Brazil’s leading pay TV
operator.


