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A talent for growth

Ultrapar Annual Report 2004

With a corporate culture devoted to surpassing its previous
results over the long term, Ultrapar is noted for its consistent growth in a variety of different operating scenarios.
The company’s performance, which balances expansion
with profitability, is the result of a clear vision about the
future, allied to a continual process of development and
refinement and a focus on three basic principles: quality,
efficiency and passion for the customer.
Managing each of its businesses in harmony with their respective timing is essential in identifying growth opportunities, both in the domestic and foreign markets.
With this talent for growth, which has enabled the company to consistently, soundly and reliably vault to new
levels of achievement, Ultrapar has developed a track record of creating value for its stakeholders, with the commitment of contributing to the economic and social development of the country.
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Message from the management
From the left, standing: Pedro Wongtschowski, Lucio de Castro Andrade Fiho, Fábio Schvartsman and José Carlos Guimarães de Almeida;
seated: Eduardo de Toledo, Paulo Guilherme Aguiar Cunha and Pedro Jorge Filho.
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For Ultrapar, two major events stood out in
the year 2004. The first of these was the
achieving, and subsequent consolidation,
of a new level of results for all the company’s businesses, with significant growth
reported in revenues, cash generation and
net earnings. The second was the signing of
a new agreement between the shareholders of Ultra S.A., our controlling company,
which represented a further improvement
in our corporate governance model. The
new agreement establishes, among other
things, principles for decision making,
rules and conduct of the representatives
of Ultra S.A. on the Board of Directors of
Ultrapar and liquidity mechanisms for the
shares of Ultra S.A.. In addition, we intend
to strengthen our Board of Directors with
a larger number of professionals from outside the company, with a view on expanding the pluralist vision of our businesses - a
company built to last.
In a number of different aspects, 2004 was
a year of achievement, that allowed us to
climb to new performance levels, consistently, securely and solidly. We run different
businesses, each one reacting in a different
way to the behavior of the economy. But
in 2004, all of them surpassed themselves,
enabling us to achieve a net revenue of R$
4.8 billion, 20% higher than that of the
previous year, and net earnings of R$ 414
million, an increase of 68%. In common,
they share a results driven culture, focused
on value creation and sustained by three
key ingredients: the people that work with
us, the customers we seek to please and
rigorous cost control.
As well as the growth in sales volume, driven by the more favorable prevailing eco-

nomic conditions, we have also improved
the quality of the results, reflecting the
strategic choices taken in recent years. Ultragaz’s figures captured the benefits of the
Shell Gás acquisition in 2003, increasing
the EBITDA of the operations taken over
from R$ 12 million to R$ 50 million, while
at the same time the company sought to
establish a closer relationship with its consumers. Oxiteno improved its profitability
by prioritizing the production and sale of
specialty chemicals, which have a higher
value than “commodity” chemicals. Ultracargo won over new clients and expanded
its operational segments, while in a cycle
of high investments, with the building of
new terminals and the enlarging of its vehicle fleet.
We believe that the businesses should be
conducted in tune with their own particular rhythm. Ultragaz is likely to concentrate
its efforts in 2005 on productivity gains
and constant innovation in its services. At
Oxiteno, the investment in expanding specialty chemicals production capacity should
result in outstanding profitability in the sector, when combined with expansion in the
economy. Moreover, Oxiteno expects to expand its operations in Mexico, using them
increasingly as an international platform
for growth. The Santos Intermodal Terminal will start operations in mid-2005, which
will leverage results at Ultracargo.
We have always managed to achieve
growth, independently of the economic
situation, without making great strides, but
always and consistently. We set out a new
phase of investments, begun in 2003 with
the acquisition of Shell Gás and Canamex,
and followed in 2004 with the purchase of
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the assets of the Mexican company Rhodia
Especialidades Químicas and the construction of the Santos Intermodal Terminal, in
the state of São Paulo.
For 2005, we have approved the capital
expenditures of approximately R$ 300 million, which will be spent on the expansion
of specialty chemicals production capacity,
on expanding the base of non-residential
LPG customers served by UltraSystem, on
the vehicle fleet of Ultracargo, as well as
in various asset optimization programs. Included in the investment program for 2005
is the start of construction of a new fatty
alcohol production unit, the raw material
of specialty chemicals for the cosmetics,
house cleaning, agrichemical and textile industries, among others, which will require a
total investment of US$ 94 million over the
next two years.
We also signed a memorandum of understanding with Transpetro (Petrobras’
logistics branch) to analyze the feasibility
of an ethanol pipeline project, linking the
region of Ribeirão Preto (SP), the principal alcohol producing region in Brazil, to
Petrobras’ distribution network in Paulínia
(SP), which will provide an enormous advance in the logistics of this product, both
from the domestic distribution standpoint
and mainly the export market standpoint.
We continue to analyze and identify sound
business growth opportunities, both in Brazil and abroad. One focus of this strategy
is to acquire companies that enable us to
expand our scale of operations and level of
competitiveness. Another is the analysis of
the future of the petrochemical and energy
sectors in Brazil, with research into alternative raw materials that are cheaper and
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more abundant. One example of this is the
evaluation of the potential of ethanol as an
input for the chemical industry.
It is in this vein that in 2004 we began
evaluating a project to use the heavy crude
oil extracted by Petrobras from the Marlin
field – its use in refineries being limited by
its characteristics – in a petrochemical complex, to enable supplies of ethylene and basic petrochemicals to be expanded in Brazil
over the next decade. Despite being in the
feasibility study stage, the project is indicative of our creative initiative, which relies
on technology and innovation as competitive advantage.
It is with this in mind that, at Oxiteno, we
have set up a “Science and Technology
Council”, with six of the world’s major specialists in tensoactives being members. The
council met for the first time in December
and will meet at least once a year thereafter, to discuss recent developments and
global trends in the consumption of our
products. This provides excellent support,
with extraordinary potential for the germination of ideas, which could provide the
impetus for an important new growth cycle
in the businesses of Oxiteno.
We have also begun a new phase in our
corporate governance process. In addition
to the new shareholders’ agreement, we
have begun to pave the way for the succession to the leading executives who have
helped build our company. We worked on
selecting the successors to those executives
who are retiring, such as the ex-CEO of Ultragaz, José Carlos Guimarães de Almeida,
and at the same time, are extending the
concept to transform the new generation

of executives into shareholders, as part of
the process of aligning the interests of the
management and shareholders and recycling the company’s management body.
Following this philosophy, in April 2005, the
Board of Directors appointed two new officers to the Ultrapar Executive Board, Pedro
Jorge Filho, the new CEO of Ultragaz, and
Eduardo de Toledo, the CEO of Ultracargo.
All our endeavors to implement the best corporate governance practices have led to the
recognition of Ultrapar as Latin America’s
best company in this respect, in a ranking
produced by the Institutional Investor Research Group. Another source of pride was
the FGV Prize for Business Excellence, awarded by Fundação Getúlio Vargas to Oxiteno,
as an example of business management.
Underlying all these results and achievements, we recognize the talent and dedication of our employees. We also thank
the shareholders for their support and our
customers for their confidence and preference given to our products and services, in
the certainty that we will continue to grow,
expanding our level of internationalization
and becoming ever more efficient.

The Executive Board

Strategic focus

Ultrapar’s growth is supported by its capacity
for innovation, both through investment in technology and in the development of products and
processes, and by operating in new areas, unexploited by the competitors.
Ultrapar’s main objective is to create value
for its shareholders, customers, employees, suppliers and the community, as a
world-class company. To do this, Ultrapar
invests in strengthening its presence in
the markets in which it operates, in Brazil
and abroad, achieving sustained growth
in its businesses. Moreover, the company
started investing in the internationalization
of its operations, with the aim of assuming the profile of a truly global company.

This strategy is conducted from the following perspectives, whose indicators form
part of the Balanced Scorecard:

This growth is supported by its capacity
for innovation, both through investment
in technology and in the development of
products and processes and by operating
in new areas, unexploited by the competitors, identifying growth opportunities in
the value chain. Examples of this are the
UltraSystem, for the distribution of gas in
bulk, which has enabled advances in a market that had been previously little exploited,
and the priority given by Oxiteno to specialty chemicals, a niche market with products
of higher added value. These are initiatives
that combine the intensive use of the company’s assets and synergies between the
company’s existing products and markets.

Learning and growth: to be able to count
on professional staff who are able to drive
earnings expansion through innovation and
client relationships;

The strategic guidelines demand excellent
performance, technological improvements
in products and processes, profitability,
strong cash generation and a sound financial position. To this end, the entire organization is centered around a culture of qualitative and quantitative results, based on three
key elements: outstanding people, passion
for its clients and meticulous cost control.

Market: to ensure that Ultrapar’s companies are perceived as the best in their operational segments;
Internal processes: to be a benchmark for
operational excellence and the creation of
competitive advantages;

Financial: to be the most profitable company in each operational segment.
The tool used to identify the effective fulfillment of the strategy is the Economic Value
Added (EVA®) methodology, which shows
whether the managers of the company
have been able to add value to the capital invested by the shareholders. To achieve
this objective, the company constantly
seeks to increase its revenue and productivity; to improve revenue quality by offering higher added value products; to understand the needs of the clients and to meet
their needs in a differentiated manner; and
to make maximum use of the company’s
existing infrastructure (buildings, machinery, equipment, vehicles, etc.), thus improving the company’s cost structure.
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Brazil’s first distributor of liquefied petroleum
gas (LPG), founded in 1937, Ultragaz is the leader
in LPG distribution in Brazil.
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The company concentrates its activities in
����������������
Brazil’s most
highly populated centers, in
an operation which sets itself apart from
the competition, in terms of client service,
strong brand recognition, and a reputation
for quality, reliability, safety and efficiency.
The company���������������
serves approximately 10.5
million households and 30,000 corporate
clients, through its fleet of vehicles and���
its
��� indepen���
own stores, as well as over 4,400
���
dent dealers.
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In 2004, the company focused its attention
on integrating the activities of Shell Gás do
���� ���� ���� ���� ���� ���� ����
Brasil, acquired
in August 2003, improving its
services to clients, and investing in its brand.
Ultragaz is the only Brazilian company in
the sector to be a member of the World
LP Gas Association Council, which brings
together 142 companies across 44 countries and carries out a variety of projects to
demonstrate the benefits of the product,
as well as promoting the development of
this market. Being part of this association
provides Ultragaz with an opportunity for
the mutual exchange of know-how and
to demonstrate internationally its ground
breaking in standards of quality and safety.

Market

LPG is an oil derivative, best known in Brazil
as “cooking gas”, because of its extensive
use in kitchen stoves. However, a portion
of the production is used commercially and
industrially, as an energy source in the pro-
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duction of glass, foods, agricultural inputs
and water heating, among other uses. According to the World LP Gas Association, in
its report “2004 Statistical Review of Global
LP Gas”, Brazil is the world’s eighth largest
consumer of LPG, behind the United States,
Japan, China, Mexico, India, Saudi Arabia
and South Korea. However, it should be
emphasized that in these countries, with
the exception of India and Brazil, LPG is
also used significantly in the petrochemical
industry and in the transport sector.
Cooking gas is available in every municipality in Brazil, catering to more than 95% of
the population. Consumption per capita is,
however, much lower than that in Europe
and the United States, where the product
is also used for heating homes, offices, etc.
This relatively low per capita consumption
means that distributors have to pay careful
attention to their distribution costs and to
look for economies of scale.
In 2004, the LPG sales volume increased
by 3%, according to estimates by Sindigás.
The bottled segment, directed mainly to the
residential sector, accounted for 73% of
the market. Development of the LPG market has been in the commercial segment,
which is becoming increasingly important.
Ultragaz achieved growth of 14% during
the year, boosted by the acquisition of Shell
Gás in 2003.
Ultragaz currently operates nationally, in
states that account for 85% of Brazilian
Gross Domestic Product (GDP) and cover
144 million people (79% of the Brazilian
population). In the state of São Paulo, responsible for 33% of national income and
with a population of 40 million, the company’s market share in 2004 amounted to
42%, according to Sindigás.

Its different distribution strategy, with an exclusive network of independent dealers, results in
high quality standards through all the distribution chain and proximity with the final consumer,
strenghtening the brand.
Strategy and Operations

Ultragaz distributes LPG to its residential,
commercial and industrial clients using a
variety of different distribution strategies, in
such a way as to make maximum use of the
opportunities in each market and increase
customer loyalty.
In the residential segment, supplied mainly by 13 kg cylinders, Ultragaz uses direct
and indirect distribution. In direct distribution, Ultragaz has its own stores and sales
force delivering door-to-door. In indirect
distribution it is Brazil’s only LPG distributor
that has an exclusive network of independent dealers. This network, consisting of
approximately 4,400 independent dealers
who work as exclusive representatives for
Ultragaz, allows the company to control the
quality and productivity of its entire distribution network, thereby strengthening its
brand, by association with quality, safety
and efficiency, as well as allowing frequent
contact to be maintained with its consumers.
The delivery men provide safety recommendations to residential customers, who can order
the product via the Internet (ClickUltragaz)
and by telephone (DiskUltragaz), at the company’s own sales outlets or from independent
dealers, to be delivered on a set date.
The client is at the focal center of Ultragaz’s
operations. This means keeping in close
touch with the consumers, which as well as
providing the company with more in-depth
knowledge of their needs and wishes, enables the optimization of the distribution
infrastructure, which is a key factor in determining profitability.
The company maintains 16 filling plants,
from where the cylinders are distributed for
home delivery, using its own fleet of 762

vehicles, for direct sale from the company’s
90 own stores or via 4,400 exclusive dealers. The cylinders distributed are painted
blue, a feature of the Ultragaz brand.
For commercial and industrial clients, the
distribution is carried out using large cylinders and in bulk. Ultragaz has invested in
its bulk operations, with the installation of
stationary tanks on the premises of its customers, who sign a supply contract which
runs from two to five years. The company
has achieved a prominent position in this
segment, with the innovative development �����������������������������������������
Ultragaz
of a remote supply system, known as UlSales volume
ok
traSystem, which can be tailored to suit
‘000 tons
small, medium-size or large customers. The
company’s trucks supply client’s stationary
�����
����� ����� �����
tanks, in a process that is flexible, safe and
����� �����
�����
���
economical.
For customers in the bulk segment, teams
of professional staff are responsible for examining the requirements of each client,
and for the development of new solutions
using LPG as an energy source.
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The year 2004
✓ Economies of scale provided by the
incorporation of Shell Gás
One of the year’s priorities was the incorporation of the operational and sales structure of Shell Gás, consisting of six gas filling plants and around 1,000 dealers. All of
these are now operating in accordance with
Ultragaz guidelines, which has enabled
the brand’s services to cater to 1.4 million
homes and around 2,000 commercial and
industrial clients.
As a result of larger market share, the integration resulted in gains in scale, enabling
the company to improve its profitability.
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Besides the increased market share, the acquisition of Shell Gás resulted in gains in scale. In 2004
Ultragaz’s EBITDA grew 29%.
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✓ New services launched
In 2004, Ultragaz developed two innovative new services for the convenience of
its customers. The “Conta Única (single
account)”, introduced in 2004 and aimed
at residential condominiums, allows each
apartment to have an individualized account - so that residents can control their
gas consumption and pay only for the gas
used. In the 12 months of this service operation, the company has signed up 236
condominiums, representing approximately
23,000 consumers.
Another facility is the “Vale (voucher)” Ultragaz/Brasilgás, launched at the beginning
of 2005 in partnership with Brazil’s largest
retail chains. With this service, customers
can purchase gas vouchers at the supermarket checkout, telephone Disk Gás (dial gas)
and arrange to receive cylinders at home.

✓ Enhancement of quality management
strengthening the brand’s attributes
An integrated quality management system,
“Fator Azul”, was launched during the year
as part of Ultragaz’s strategy for achieving
recognition as the world’s best LPG company. It establishes standards for all the company’s procedures and processes, involving
the areas of safety, quality, the environment
and occupational health.
“Fator Azul” is an expanded version of
the “Sistema Megga (Model of Excellence
in Gas Management)”, which had already
been adopted by Ultragaz, allowing a more
flexible and personalized client service.
Megga was awarded the British Standard
Institute (BSI) certificate in 2003, for the results achieved.
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A concern over quality runs throughout
the company, based on the certainty that
quality is a competitive advantage against
its rivals in the market. The company was,
for example, the first in Brazil to assume
responsibility for the safety of its cylinders
and to defend the self-regulation in the
LPG distribution sector. It is still the only
LPG distributor in Brazil with ISO certification (International Standards Organization),
for excellence in quality management. In
2004, the filling plants at Bauru, Sorocaba
and Paulínia (SP) and Guararapes (PE) were
all awarded ISO certification. All the certified plants comply with the latest version of
the ISO Standard.

✓ Performance – 29% EBITDA growth
Ultragaz’s net sales amounted to R$ 3 billion in 2004, a 13% increase on the previous year (R$ 2.6 billion). The growth in
the Brazilian economy, the improvement
in general income levels and greater stability in the LPG prices charged by Petrobras,
helped to increase sales in the market by
3% during the year. Ultragaz’s sales volume
amounted to 1.5 million tons, an increase
of 14% on 2003, basically reflecting the
acquisition of Shell Gás operations, which
were fully integrated in 2004.
The EBITDA, of R$ 269 million, was 29%
higher than in the previous year. The factors
behind this increase were the acquisition of
Shell Gás and the resulting gains in scale,
and the growth in the Brazilian LPG market.
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The combination of scale in production with a
balanced product portfolio between commodities
and specialties chemicals increases company’s
flexibility and profitability along the petrochemical cycle.���������
���������������

Oxiteno
Sales in Brazil: breakdown
by segment – 2004
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Oxiteno is the sole producer in South
America of ethylene oxide and its main
derivatives, and is Brazil’s largest producer
of specialty chemicals (surfactants, dispersants, emulsifiers and hydraulic fluids). It
is a company in the second generation of
the petrochemical chain and manufactures
around 700 products, with several applications: textiles, packaging, food additives,
paints, varnishes, detergents, agrichemicals, shoes, leather articles and cosmetics,
among others.
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Brazil is Oxiteno’s main market, accounting
It has a degree of
flexibility within the pet������������������������������
����������
for approximately 60% of the company’s
rochemical cycle, focusing its production
sales volume. Competition in the domestic
on specialty chemicals, and is active in the
market are mainly with imports. In 2004,
research and development of new products
imports of ethylene glycols and MEK ac- ������������
and processes, seeking always not only to
meet but to exceed the expectations of its
counted
for around 30% and 10%, respec���
���
��� ��� tively,
clients.
of
the total sales of these products
���
���
���
��� Oxiteno exports mainly to other
in Brazil.
��� ��� ��� ���
Oxiteno’s operational strategy
by
Mercosur countries, showing strong pen- ���
��� ���is guided
���
���
���into the Argentinean market, and
��
ECO (Oxiteno excellence and growth projetration
���
��� ��� to
the Far East, notably South Korea, China
ect), which is based on ���
three���
key ���
elements:
operational excellence, close client relaand Taiwan.
���� ���� ���� ���� �
���� Due
���� to
����its����
tionships, and innovation.
eco-���� ���� ����
From ethylene, a colorless gas derived from
nomic-financial performance,
������ in 2004 the
��������������������
company received the FGV (Getúlio Vargas
oil-based naphtha, Oxiteno produces a numFoundation) Award for Business Excellence,
ber of commodity chemicals and hundreds
of specialty chemicals. These are products
which selects the 12 best companies in Brazil in their operational sectors.
with applications in more than 10 industrial
segments, from polyester and packaging to
The company benefited in 2004 from its
sophisticated fluid solutions used in oil exwinning of new clients, the strengthenploration projects at great depths.
ing of the Brazilian economy and increasThe main range of commodities produced
ing prices of commodity petrochemicals.
Investment was focused on expanding the
by Oxiteno are the ethylene glycols, notably
mono-ethylene glycol (MEG), used in the
capacity to produce specialty chemicals,
manufacture of polyester fibers, polyethylthrough de-bottleneckings and expanding
the existing units, as well as in the acquisiene terephthalate (PET), antifreeze, brake
fluids, solvents and other chemical prodtion of new assets in Mexico.
ucts. Methyl-ethyl-ketone (MEK) is the main
chemical commodity produced by Oxiteno
Market
that is not based on ethylene oxide. It is
Oxiteno has four industrial units in Brazil
used as a fast evaporating solvent in thin– Camaçari (BA), Triunfo (RS), Mauá (SP)
and Tremembé (SP) – and two in Mexico,
ners, paints, lacquers and adhesives and
also as an active solvent in various resins,
in Coatzacoalcos and Guadalajara, which
such as cellulose, acrylic, polyester, polyureare part of Canamex and incorporated the
assets of Rhodia Especialidades, acquired
thane, PVC and neoprene.
in 2004. Three of the Brazilian units are
The table below shows Oxiteno’s main speinstalled in petrochemical complexes, close
to the main consumer markets and export
cialty chemicals, as well as their uses and
ports, which places the company in a privimain markets.
leged position with regard to the distribution of its products in both the domestic
and international markets.

Specialty chemicals

Main markets

Examples of effects of the main products

Alkylbenzene sulphonic acids, alkylsulphates, alkyl ether sulphate, ethoxylated alkyl phenols, ethoxylated fatty alcohols,
polyethylene glycols, alcanolamides, betaines, sulphoccinates, co-polymers of ethylene oxide and propylene oxide

Detergents

Used in the market’s leading detergents, these are added
to improve cleaning power and lather and reduce skin irritation.

Ethoxylated fatty amines, ethoxylated alkyl phenols, alkyl
ether sulphate, mixtures, sulphonated napthalene, ethoxylated vegetable oils, co-polymers of ethylene oxide and
propylene oxide

Agrichemicals

Ingredients of insecticides and other agricultural chemical
defenses, improving their effectiveness, such as providing
better soil penetration, improved adherence of the products to plant surfaces, etc.

Alkyl sulphate, alkyl ether sulphate, betaines, ethoxylated
fatty alcohol, polyethylene glycols, alcanolamides, sorbitol
fatty esters, ethoxylated sorbitol esters

Cosmetics

Applied in cosmetics such as moisturizers, detergents for
lathering and residue removal, to reduce eye irritation in
shampoos, etc.

Sorbitol fatty esters, ethoxylated sorbitol esters

Foods

Principally used as additives for bread and cakes, improving their texture and consistency, as well as an emulsifier
responsible for creaminess in ice-cream.

Ethoxylated alkyl phenols, ethoxylated fatty alcohols, ethoxylated vegetable oils, ethoxylated fatty amines

Textiles

Used in the processing of textiles, improving spinning and
weaving performance. Permits greater evenness in the
mixing of fibers, dyeing, bleaching and improving the softness of the final cloth.

Ethoxylated alkyl phenols, ethoxylated fatty alcohols; polyethylene glycols, sulphonated napthalene, derivatives of
ethanolamines; ethoxylated fatty amines

Leather

Applied from the beginning of the leather processing
through to the finishing stage, as an emulsifier, detergent,
degreaser, dispersant, hair removal agent, moistener, color
penetrating agent and vulcanization additive (in the manufacture of soles).

Brake fluid DOT-3, DOT-4 and DOT-5, coolants.

Oil field chemicals

These product lines are used in the automotive industry.
Brake fluids guarantee brake system performance and safe
braking. Coolants help in cooling the motor and maintaining the correct operating temperature.

Strategy and Operations

As the only producer of ethylene oxide and
its main derivatives in the Mercosur region,
Oxiteno has the production capacity to
meet the demands of the Brazilian market
and still export approximately 40% of its
production. Practically all its ethylene oxide
production is used as a raw material in the
production of ethylene oxide derivatives commodities and specialty chemicals. The
specialty chemicals are traditionally more
profitable products, with less exposure to
the cyclical variations in the petrochemical sector than commodity chemicals.
Oxiteno’s strategy has been to increasingly
expand its production and expertise in the
area of specialty chemicals, maintaining
production capacity above the Brazilian

demand, and continually invest in research
and development.
The combination of the company’s worldwide production scale, allied to a balanced
product portfolio between commodities
and specialty chemicals, gives Oxiteno enhanced flexibility and profitability over the
petrochemical cycle.
Oxiteno provides products for the most diverse applications and market segments. All
have their own specific requirements, both
in terms of the products and the quality
control systems. To meet these demands,
the company maintains a structured quality
management system, based on the requirements of various international standards or

programs, such as ISO 9001, QS-9000-3rd
edition (automotive industry), Responsible
Operations and Good Manufacturing Practices (BPF), and ISO 14001 (environmental certification, obtained for all its units).
The company was the first in the Brazilian
chemicals sector to obtain SA 8000 certification (quality management directed towards social responsibility).

The year 2004
✓ The winning of new clients
The year 2004 was an extremely positive
one for Oxiteno, with the winning of new
clients and the signing of new commercial
contracts. This helped to increase the sales
volume and initiated what tend to be longterm relationships. There was also a conse-
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Oxiteno’s capacity of innovation in products and
its excelence in quality, resulted in new contracts
closed, enriching its sales mix. EBITDA grew 73% in
the period.
������������������������������
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Oxiteno
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Projects were also started
for
��� the storage
��
overhauling at Camaçari, which will permit
an increase in production capacity of various ethoxylated products, and for expand���� ���� ���� ���� ���� ����
ing the capacity of the catalyzer unit at
Mauá, from 250 to 750 tons a year.

✓ Expansion of operations in Mexico

Oxiteno
EBITDA
��������������
R$ million

���

to expand the manufacture of other specialty
chemicals. The investment incorporated ad��������������
vances in technology, such
as a new monitoring and control system for the plant, and a
new system of product filtration.

���

The company also expanded its international operations, making its second acquisition
in Mexico - Rhodia’s specialty chemical assets, and thus strengthening the competitive position of Canamex, placing it among
the top three ethoxylate producers in Mexico. In addition, the acquisition will result
in increased capacity and improved production flexibility.

���� ���� ���� ���� ���� ���� ����

✓ Establishment of Master Plan of RD&E
quent improvement in the sales mix, with
a shift towards specialty chemicals, and an
increase in the company’s market share in
certain segments.

✓ R$ 86 million invested in expansion
and modernization
To put its strategy into practice, the company
invested R$ 86 million in 2004, principally in
capacity expansion projects of specialty chemicals, as well as industrial modernization.
In 2004, the company completed the construction of a new unit in the Tremembé
plant, for the manufacture of specialty agrichemicals, with a production capacity of
3,300 tons a year. The Mauá unit, which
formerly produced these lines, was freed up
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and the Science and Technology Council
A significant part of Oxiteno’s growth is
linked to its capacity for innovation, in
products and processes. To this end, the
company invests 2% of its gross annual
revenue in research and development, and
in 2004 decided to adopt a Master Plan for
RD&E (Development, Research and Engineering). This will allow teams to operate
with greater focus and flexibility in offering solutions to the market, creating closer
customer relationships, and providing more
training for researchers and engineers.
To provide support for the establishing of
research policies for the medium and long
term, the Science and Technology Council
was set up, comprising the Executive Board
of Oxiteno and selected outside advisers,

among them three members of the academic community, one Brazilian and two
from universities that specialize in tensoactive
agents, plus three representatives of
���
the international business of tensoactive
agents. The Council will permit access to
sectoral players, bringing to the table their
vision of the future, establishing contacts
and joint projects, thus multiplying the
technological development possibilities.

����

✓ Performance – 73% EBITDA growth
The company’s sales volume amounted to
518,000 tons, up 9% on 2003, as a consequence of the expansion in the Brazilian
economy and the winning of new clients.
The programmed stoppage at the Camaçari plant, for catalyst replacement, had an
influence on volume only in the first quarter, with volumes recovering in subsequent
months. The growth in volume was accompanied by an improvement in its sales mix,
with a larger proportion of specialty chemicals, which have a higher added value. In
addition, the strong international demand
for ethylene oxide derivatives, in a context
of limited supplies, contributed to prices increases in international markets when compared to 2003. As a result, net sales was up
by 34%, to R$ 1.66 billion (R$ 1.24 billion
in the previous year), despite the 8% appreciation of the Brazilian Real during the
year.
EBITDA totaled R$ 421 million, 73% higher
than the reported in 2003, due to (i) higher
sales volume; (ii) sales of higher value-added products; and (iii) an increase in the international prices of ethylene oxide derivatives. Furthermore, Canamex also positively
contributed to Oxiteno’s EBITDA growth.
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The strategy of integrating the transport and
storage businesses enables the company to offer
complete logistics solutions to its clients.

Ultracargo is a leading provider of integrated logistics – road transport and storage services – for chemical products in Brazil. Among the solutions Ultracargo offers
are integrated multimodal transportation
as well as the receiving and dispatching
of customer goods. The company’s activities also include ship loading and unloading services, pipeline operations, logistics
programming and installation engineering.
In the warehousing and storage segment,
the company maintains installations at port
terminals and railway junctions for the handling of chemical products and fuels.

Ultracargo
Effective
storage
�������������������
‘000 m3
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The strategy
of integrating the transport
and storage businesses enables the com��
pany to offer complete��logistics
solutions
to its clients, positioning itself as the only
��
��
��
company
in the Brazilian market able to of��
��
fer this combination of services to its operational segments.
���� ���� ���� ���� ���� ���� ����

In 2004, Ultracargo invested R$ 92 million
in expanding its activities, notably in the
construction of a new intermodal terminal
in Santos (SP) and in the expansion and
renewal of its tanker truck fleet. The company also inaugurated new storage facilities in Tatuí (SP) and Montes Claros (MG).
These investment opportunities arose as a
result of the current scenario of inefficient
logistics infrastructure in Brazil.
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The company also took steps towards enlarging its operational market, with the
start of Compressed Natural Gas (CNG)
operations, involving the compression
center of the Natural Gas Concessionaire,
SPS, in Cesário Lange, the transporting of
the compressed gas to the municipality of
Avaré, both in the state of São Paulo, and
the operation of a decompression center in
the latter municipality.

Market

Ultracargo’s main market is the chemical
sector, with the use of storage facilities
and multi-modal transport to carry cargo
between the port terminals and the first,
second and third generation chemical companies that operate within Brazil’s petrochemical complexes.
The company also transports Liquefied Petroleum Gas (LPG) and chemical products
in various industrial regions in Brazil, as
well as to Chile and Argentina. It also operates bulk transportation of solid chemical
products, with the use of special silos and
semi-trailers, and the transportation of air
component gases.
In the storage segment, the company provides installations to most of the petrochemical companies in the Northeastern
Petrochemical Complex. It is the secondlargest company in this market segment,
with 21% of the total national tank capacity for chemical products. With operational
start-up at the Santos Intermodal Terminal,
the company will also begin to operate in
the logistics segments for ethanol and vegetable oils, important markets in Brazil with
substantial growth potential.

Strategy and Operations

Ultracargo’s strategy consists of offering
transport and storage services by way of
full logistics solutions for its clients. The
company operates a fleet of more than
500 tanker trucks and has a nominal storage capacity of 212,000 cubic meters,
being responsible for approximately 70%
of the liquid tank storage capacity at the
Aratu Terminal, in Bahia, which serves the
largest petrochemical complex in South
America.

The Santos Intermodal Terminal will be Ultracargo’s second port installation to integrate highway, railway and maritime transport.

At the end of 2004, the company maintained seven storage units – in Aratu and
Camaçari, in the state of Bahia, in Paulínia,
Santos and Tatuí, in the state of São Paulo,
in Suape, in the state of Pernambuco, and
in Montes Claros, in the state of Minas
Gerais. In addition, the company operates
nine support locations in the South, Southeast and Mid-West of the country, which
are outposts on customer premises, responsible for providing them with logistics and
operational support.
The company’s pioneerism in logistics solutions has enabled it to maintain a competitive advantage in the market and add value
to its business. In line with this thinking,
Ultracargo is introducing the Integrated
Transport System (ITS), which will allow a
much greater level of automation and control of road transport operations. All its facilities are linked through dedicated lines,
permitting the centralization of data and
the construction of a differentiated technological platform.
Customers will also be able to monitor
transport and storage processes via the Internet. Other innovative services introduced
are e-cargo, which enables the production
of customized reports and the monitoring
of operations in real time, and estoque.net,
for accessing inventory positions. These facilities are only possible due to the investments made over the years to equip its fleet
with autotrack, a system which provides
the location, in real time, of the vehicles
which are at any point in the Mercosur region, plus the system of tank measuring using radar.

The year 2004
✓ Advance in Santos Intermodal Terminal construction

Going ahead with its operational strategy,
in 2004 Ultracargo invested R$ 92 million,
principally in the Santos Intermodal Terminal, built in partnership with Crystalsev and
Cargill/Coinbra. With the start of operations in mid-2005, the Santos Intermodal
Terminal will be Ultracargo’s second port installation to integrate highway, railway and
maritime transport, following the precedent
of the terminal at Aratu. The new terminal
was built in a port area of 64,000 square
meters, with a total capacity of 34,000 cubic meters for the storage of chemical products, 40,000 cubic meters for the storage
of ethanol and 38,000 cubic meters for the
storage of vegetable oils.
Another investment carried out in 2004
was the enlarging of the tank capacity at
the Aratu terminal by 5,000 cubic meters,
which was completed in April 2005. In addition, in partnership with Puma Storage,
Ultracargo presented the winning bid at
the Port of Suape, for the building of a fuel
terminal, with a total capacity of 105,000
cubic meters. Puma Storage do Brasil will
be investing in the project, while Tequimar
will be responsible for the operations.
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Ultracargo
Total kilometers traveled
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In the transport segment, the company invested in the expansion of its fleet, with the
purchase of container tow-trucks, multiaxle trucks, trailer-trucks and articulated
tanker trucks. As result of these purchases,
the company has reduced the average age
of its fleet, and has kept up with the expansion in the transport segment.

✓ Inauguration of Tatuí and Montes
Claros terminals
The intermodal terminals at Tatuí and Montes Claros started operations in March and
August 2004, respectively. The former, a
partnership with América Latina Logística
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In 2004, Ultracargo inaugurated two new storage
facilities and focused investments in the Santos
Intermodal Terminal construction.

Ultracargo
EBITDA�����������������
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R$ million
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The Paulínia Intermodal Terminal (TIP) also
gained ISO 14001 certification during the
year, bringing the physical structure and the
culture of the company up to the environmental management requirements.

The Intermodal Terminal at Montes Claros
(TIM), Ultracargo’s first terminal used exclusively for fuels, began operations handling
15,000 cubic meters a month, and is expected to reach the full capacity of 25,000
cubic meters a month within the next three
years. TIM was built in partnership with
Companhia Vale do Rio Doce, and represents a milestone in the company’s operations in fuel market: it is the first time that
the companies of Sindicom - National Syndicate of Fuel and Lubricant Distribution
Companies - have used a terminal which is
not operated by the syndicate itself.

✓ Performance - consolidating a new
level of results
The winning of new clients, new storage
capacity coming on stream and the growth
in the economy all resulted in a 4% expansion, to 204,000 cubic meters, in the average volume of liquids and gases stored, and
an increase of 47% in the solid chemicals
stored. Transport operations remained at
practically the same level, in terms of kilometrage traveled, as in the previous year, as
the winning of new clients offset the deactivation of certain long-distance routes for
existing clients. Net sales amounted to R$
197 million, 11% more than in the previous year. EBITDA totaled R$ 40.5 million,
up 1% on the R$ 40.0 million reported for
the previous year.

✓ Intensification of the focus on quality

� ����

��

��

- ALL, has the capacity to handle 10,000
tons a month of polymers, coming from
the Triunfo Petrochemical Complex, in the
south of Brazil. From Tatuí, the products are
distributed by road to the principal clients.
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The company’s units were all recertified in
2004 under ISO 9001, the management
system quality standard that aims for continual improvements in services provided to
the customer. The company also received
recertification under SASSMAQ (safety,
health, environment and quality evaluation system), aimed at ensuring compliance
with the technical standards laid down by
the chemical industry, in such a way as to
reduce risks in the transport and distribution operations. Ultracargo was the first
company in the sector to receive this recognition by Abiquim (Brazilian chemical industry association).

27

Intangible assets
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The most important of Ultrapar’s intangible assets is its culture of excellence, aimed at improving results over the long-term.

Ultrapar has intangible assets that give it a
competitive advantage over the other companies operating in the same sectors. The
most important of these intangible assets is
its culture of excellence, aimed at improving results over the long-term, which combines growth with profitability and ensures
the creation of value for all the stakeholders
with which the company relates.

Management system

The principal tool used to support operational and strategic decision making is the
EVA® (Economic Value Added), which
is ever present in the daily routine of the
company’s employees, aligns the interests
of the entire organization, directs company’s results and bears the variable remuneration. The methodology seeks to identify
the effective value added to be achieved,
so as to provide a satisfactory return on the
capital invested and increase the value of
the company.

The strategy is translated into objectives,
from a financial viewpoint, as well as from
the standpoint of the market, internal processes, learning and growth perspectives,
which are all monitored by the use of another tool, the “Balanced Scorecard”. This
involves all the employees, the business
units, the company’s internal processes and
its investments, to ensure that all the efforts
of the company are effectively aligned with
its strategic guidelines.

People

Ultrapar identifies the following characteristics as being fundamental among one of
its major assets, its professional staff: interest, restlessness, ambition to grow, thirst
for knowledge, dedication, speed, critical

judgement and commitment. In line with
this, the main objectives of the company’s
personnel management programs are to
attract, develop and retain talent, develop
leadership skills, and constantly improve internal levels of satisfaction among the various teams.
More than attracting staff with high-performance potential, the company seeks to
stimulate their professional growth. The
staff development policy involves the mapping out of skills, training and educational
qualifications. This model allows each person to be clearly and objectively aware of
the expectations of the company in relation
to his or her performance and provides the
information necessary for them to improve
their performance.

Brand

The image of Ultrapar’s three businesses is
linked to attributes such as safety, quality,
reliability and efficiency in the markets in
which they operate and in respect to their
customers.
Ultragaz has achieved strong brand recognition in the market, demonstrated by
opinion polls, for instance, the Top of Mind
survey in Salvador (BA): for the sixth year
running Ultragaz was the brand in the LPG
segment most remembered by consumers, obtaining a recall rate of 70% among
those interviewed who, in less than three
seconds, cited a benchmark reference in
the cooking gas segment.
Oxiteno redesigned its visual identity in the
beggining of 2005. The new logo is aligned
with Oxiteno’s new positioning, which is
centered around creative solutions, proac-

tive staff and flexible processes. The image
of Oxiteno is of a company that continually
modernizes its industrial units, seeking to
be competitive not just through technological innovation, but also in the building of
an organization that is adaptable and able
to cope with constant challenges.
The new visual identity was inspired by the
symbol that represented the company for 30
years. Its adaptation re-emphasizes company’s evolution, without forgetting its background and past triumphs. The look is lighter,
with a contemporary style, emphasizing flexibility and dynamism, as well as the company’s
evolution.

Knowledge of the market

As a result of its involvement at all stages
of LPG distribution to its clients, Ultragaz
has an in-depth knowledge of the Brazilian
market and is recognized as a world benchmark in the delivery of bottled and bulk
gas. It is also the only Brazilian company to
be a member of the World LP Gas Association, which brings together 142 companies
in 44 countries.
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The image of Ultrapar’s three businesses is linked
to attributes such as safety, quality, reliability
and efficiency.

With technological dominion over the
various processes in the chemical and petrochemical sectors, both Oxiteno and Ultracargo are able to offer their customers
standards of excelllence, enabling them to
identify market needs and anticipate trends
in the demand for products and services.

Innovation and technology

A pioneering approach is characteristic of
the company’s businesses. Ultragaz introduced LPG into Brazil, and has carried out
a number of innovations in terms of products and services, such as the introduction
of UltraSystem, gas vouchers that can be
bought in supermarket chains and individual accounts within condominiums.
Oxiteno is part of the birth of Brazil’s petrochemical industry and annually invests
around 2% of its gross annual revenue in
research and development. The company’s
Technological Centre, in Mauá (SP), has fulltime researchers and maintains laboratories
and pilot-plants, in the search for innovations, while keeping pace with the technological evolution in the petrochemical sector. In 2004, the Science and Technology
Council was set up, composed of worldclass specialists, with the aim of speeding
up research work and the development of
products and processes.
Ultracargo, in turn, has produced a number
of logistics solutions, such as the ability to
monitor trucks in real time throughout the
Mercosur region, tank measurement by radar and web solutions for the monitoring
of storage and transport processes.
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Scale

The company’s three business units are
leaders in the markets in which they operate. They have consistently invested in expanding capacity and in the strategic location of their operational units. The scale of
Ultrapar’s businesses gives it cost advantages over its competitors. Currently, Ultragaz
maintains 16 filling plants in Brazil’s main
consumer centers. Oxiteno’s plants are located near to three petrochemical complexes, with access to the main export ports for
these products. The unit in Mexico, Canamex, provides a platform for operations in
the North American market. At Ultracargo,
the storage terminal at Aratu serves Brazil’s
largest petrochemical complex (Camaçari,
in the state of Bahia), while the Santos Intermodal Terminal is located in Brazil’s largest
export port.

The scale of Ultrapar’s businesses gives it cost advantages over its competitors.

Recognitions

FGV Award for Corporate Excellence, awarded to Oxiteno by the Getúlio Vargas
Foundation, as the best managed company in the petrochemical sector.

The Finep Award for Technological Innovation 2004, in the category Medium/Large
Company, to Oxiteno, for work describing the role of catalysis and catalysts in technological innovation.

Best Firm in Corporate Governance and Second Best Firm in Investor Relations, in
the oil, gas and petrochemical segment, for the 2004 Latin American Ranking, produced by the Institutional Investor Research Group.

Corporate Citizen award, presented to Ultragaz by the Brazilian Association of
Sales Directors (ADVB), for Ultragaz’s Active Community project.

Oxiteno earned customer recognition through its awards for Quality in Chemicals,
presented by Unilever HPC; Excellence in Supplies, in the Solvents category, from
Sherwin Williams; and Supplier of Exceptional Quality, from Niasi. It also received
the Performance Award, presented annually by the publishers Editora Livre Mercado, and was evaluated as the best supplier of oxygenated solvents in the Brazilian market, by the magazine Paint & Pintura.

Ultracargo was also granted awards by clients: the Prize for Excellence in Partnership, from BASF; Performance in Safety, Hygiene and Medicine in the Workplace,
from Votorantim Química; and Valued Transport Company, in the categories of
flexibility, presentation and best driver, by Oxiteno.

Results analysis
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The 2003 acquisitions, the performance of Brazilian economy and a unique strategic positioning
in the three businesses pushed up company’s operating results. EBITDA grew 48%
in 2004.
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Net Sales

In 2004, Ultrapar’s net sales amounted to
R$ 4.8 billion, 20% higher than that reported in 2003. At Ultragaz, the increase
of 13% was basically a consequence of a
14% expansion in sales volume, influenced
by the acquisition of Shell Gás in the second half of the previous year and the 3%
growth in the Brazilian LPG market. The
34% increase in net sales at Oxiteno reflected a 9% increase in sales volume; the
improved sales mix, with a greater volume
of sales directed to the domestic market
and the Mercosur region and the increased
sales of specialy chemicals; the substantial
increase in the reference price of Oxiteno’s
commodity products; the winning of new
clients and signing of new contracts; and
the acquisition of Canamex, which added
R$ 65 million to net sales for the year. At
Ultracargo, the 11% expansion was the result of winning new clients and contractual
readjustments.

Cost of Sales and Services

The company’s cost of sales and services
amounted to R$ 3,670 million, 15% higher
than that reported in 2003. At Ultragaz,
the increase of 12% was mainly due to
the higher sales volume, while also reflecting collective wage increases. The 24%
increase in costs at Oxiteno was less than
the 34% increase in revenues, and reflects

the increase in the unit cost of ethylene; the
higher sales volume; and the addition of
Canamex’s production costs. At Ultracargo,
the increase of 10% is explained by higher
operational volume and higher prices for
fuel and nitrogen - used for cleaning the
storage tanks.

Net sales

������������������������
R$ million

EBITDA

The company’s consolidated EBITDA
amounted to R$ 737 million, an increase of
48% compared to 2003, while the EBITDA
margin widened from 12% to 15%. The
gains in scale arising from the acquisition of
Shell Gás and the growth in the LPG market
were the main factors that pushed up EBITDA at Ultragaz by 29%, to R$ 269 million.
The EBITDA/ton increased from R$ 153 in
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Selling, General and Administrative
Expenses

Consolidated expenses amounted to R$
556 million, up 21% on the figure reported
in 2003, influenced in all the businesses
by the higher sales volumes and collective
wage increases. The rise of 17% at Ultragaz also reflects the incorporation of the
Shell Gás sales structure. At Oxiteno, SG&A
expenses increased 24% as a result of expenses originating from Canamex acquisition and an increase in the provision for
employee profit-sharing, according to the
company’s performance in 2004.
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Net sales by business unit 2004
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With a 68% growth in its net earnings, Ultrapar
distributed R$ 164 million in dividends for the
year
2004.
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R$ million
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do EBITDA
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EBITDA by business unit 2004
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Cash position
R$ million
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2003 to R$ 174 in 2004. At Oxiteno, EBITDA was up 73%, while the EBITDA margin
reached 25%, up five percentage points
in relation to the previous year. This was a
result of (i) a higher added value product
mix, due to higher sales volume of specialty
chemicals and in the domestic market; and
(ii) an increase in the international prices of
commodity petrochemicals. At Ultracargo,
EBITDA reached R$ 41 million, thereby consolidating the level attained in 2003.

Net Earnings

Financial Result

Cash Flow

The company showed net financial expenses amounting to R$ 45 million in 2004,
compared to net financial expenses of R$
57 million in the previous year. The improvement was principally due to a reduction in the company’s net debt, combined
with a change in tax treatment for PIS/Cofins, which from August 2004 was reduced
to zero on financial revenues.

In 2004, net earnings reached R$ 414 million, 68% up on 2003, largely as a result of
increased EBITDA.

Indebtedness

Ultrapar ended 2004 with a net cash position of R$ 46 million, as a consequence of
the company’s strong operational cash generation. At the end of the previous year, net
debt amounted to R$ 78 million.

In 2004, cash flow before financial activities
increased by R$ 350 million, basically due
to the increase of R$ 243 million in cash
generated by operational activities. In addition, the fact that no significant acquisitions were made in 2004 meant that investments were R$ 108 million less than in the
previous year.

Consolidated cash flow
In millions of reais

December
2004

2003

546
414
6
173
(70)
(5)
28

304
246
4
147
(27)
(54)
(12)

Cash flows from investing activities
Increase in fixed and deferred assets, less of disposal (C)
Acquisition of shareholdings (including treasury stock)
Others, net

(301)
(268)
(16)
(17)

(409)
(207)
(197)
(5)

Cash flows from financing activities
Increase (reduction) in short term debt
Issuances
Debt payments
Related companies
Dividends paid (D)
Others

(202)
(64)
249
(256)
(1)
(132)
2

21
(37)
265
(119)
(2)
(80)
(6)

43

(84)

Cash and cash equivalents at the beginning of the period

554

638

Cash and cash equivalents at the end of the period (F)

597

554

25
50

51
25

Cash flows from operaling activities
Net earnings
Minority interest
Depreciation and amortization
Working capital
Financial income (expenses) (A)
Others (B)

Increase (reduction) in cash and cash equivalents

Additional cash flow information
Cash paid for interest (E)
Cash paid for taxes on income (E)
(A) Not including financial income. Comprised basically of exchange variations
on financing, which does not involve cash disbursements.
(B) Comprised mainly of accrued and deferred taxes and, cost of permanent asset sold.
(C) Includes ICMS on the property, plant and equipment according to Law no. 102/2000.
(D) Includes dividends paid by Ultrapar and its subsidiaries.
(E) Included in cash flow from operating activities.
(F) Includes long term investments.
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Investments and perspectives

Ultrapar’s investment decisions follow strict criteria regarding returns over cost of capital, being
EVA® its main tool.

The company invested R$ 284 million during 2004, mostly in modernization and expansion projects, compared with a total of
R$ 404 million in 2003. The higher volume
of investment in the previous year was due
to acquisitions of Shell Gás and Canamex,
which brought Ultrapar increased production
scale and lifted its results to a new level.
At Ultragaz, investment was focused on the
expansion of the small bulk segment (UltraSystem), the introduction of the ERP (Enterprise Resources Planning) system, modernization of the company’s fleet, stores
and filling plants, and on the renewal of
cylinders. These investments had the aim
of consolidating the benefits of the integration of Shell Gás and achieving a new scale
in its distribution operations.
At Oxiteno, the projects principally involved
increasing production capacity for specialty
chemicals, modernization of the industrial
plants and improvements in productivity,
quality and operational and environmental
safety. These investments, combined with
the growth in the economy and the recovery in the prices of commodity chemicals,
are expected to maintain a unique profitability in the sector.
At Ultracargo, resources were invested
mainly in the construction of the Santos Intermodal Terminal and the expansion of the
company’s fleet. The new terminal in Santos will begin operations as of mid-2005,
and should provide the company with an
extra R$ 30 million in annual revenues once
operating at full capacity.

The perspectives for the next few years indicate a path of sustainable growth, with
Ultrapar well positioned to take advantage, in all three businesses, of the acceleration in GDP growth and rise in family
incomes. The drivers behind this performance will be the operational optimization at Ultragaz; the complementation
and expansion of the company’s specialty
chemicals portfolio; the opportunities in
the Mexican market, through the operations of Canamex and the growth in exports; and the need for infrastructure and
logistics services.

New investments

Additional business growth opportunities have been identified and are being
pursued, always with the focus on generating value for the shareholders. With
this in mind, the 2005 Investment Plan
has been budgeted at R$ 299 million, R$
83 million being directed for Ultragaz, R$
181 million for Oxiteno and R$ 35 million
for Ultracargo.

Ultragaz

In 2005, Ultragaz will continue to invest
in the expansion of its small bulk customers (UltraSystem), as well as focusing on
the optimization of its use of resources,
allocating them mainly to improving
quality, client relationships and updating
technology, which will tend to improve
the company’s profitability. Furthermore,
Ultragaz is looking at opportunities for
the acquisition of other companies in the
sector, principally outside Brazil.

Investments
R$ million
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In the beginning of 2005, Ultrapar announced the
construction of a fatty alcohol production plant,
the first one in Latin America, which will require investments of US$ 94 million and generate US$ 80
million in net sales per year, at full capacity.
Oxiteno

Oxiteno expects to allocate most of its
investment in 2005 to enlarging its production capacity of specialty chemicals, a
strategy which has enabled it to optimize
its use of the ethylene oxide molecule to
make higher added value products. In addition, the company will continue to invest in
the modernization of its assets, focusing on
improving quality, productivity and operational and environmental safety.
Around R$ 21 million has been directed to
the investment in expanding the company’s
capacity to produce specialty chemicals at
its existing industrial units, which will add
around 116,000 tons to the present annual capacity.
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adding value in this product line, this unit
should increase the company’s revenue by
around US$ 80 million a year, when running at full capacity.
Oxiteno is also looking at alternative ways
of obtaining raw materials, particularly
ethylene, at competitive prices. Currently,
there are no expectation of significant investments in the pipeline to expand the
production of ethylene derived of naphtha,
which has become scarce and expensive in
global markets. One of the company’s initiatives is a feasibility study, in partnership
with Petrobras, into the possibility of obtaining ethylene and other derivatives from
a cheaper raw material that is available on
a larger scale in Brazil.

Yet in its specialty chemicals line, of particular note is the construction of a fatty alcohol unit, with co-production of fatty acids
and glycerine. The new unit, with a total
capacity of approximately 100,000 tons/
year, will be the first of this kind in Latin
America, and will require investment estimated at around US$ 94 million over the
next two years.

Ultracargo

In 2003, imports of fatty alcohols into
South America exceeded 50,000 tons, Brazil being responsible for about 90% of this
consumption. Oxiteno is the largest consumer of these products in Brazil and it is
estimated that, of the total volume to be
produced, around 30% will be for its own
use. Fatty alcohol is the key raw material in
the production of shampoos and hair conditioners, with various additional applications in house cleaning products, agrichemicals, and textiles, among others. As well as

In 2005, Ultracargo will work on consolidating the operations of its new terminals,
particularly the Santos Intermodal Terminal,
while keeping a close eye on the market
and looking out for new opportunities for
projects in the Brazilian logistics infrastructure sector.

Ultracargo will invest in the expansion and
renewal of its vehicle fleet, and in the adoption of an integrated management system
that will provide a secure environment for
business expansion. The company also
expects to carry out improvements, maintenance and minor expansion of existing
terminals.
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Risk management

Recently, Standard & Poor’s Rating attributed the
corporate credit rating “brAA+” to Ultrapar, one
degree above the sovereign rating of “brAA” attributed to the Brazilian Federal Republic.

Ultrapar adopts risk management policies
aimed at eliminating or minimizing losses
in the event of unexpected circumstances
arising in the market or in the company’s
operations. It is based on a management
system designed to avoid future risks damaging company’s businesses, utilizing control policies, specific strategies and setting
exposure limits.

ments catered to, so as to mitigate the effects of crises in individual sectors, in terms
of the demand for transport and storage
services. In addition to diversifying its business portfolio, Ultrapar seeks to maintain a
sound financial position, carefully managing
the company’s leverage so that it will be in
a relatively comfortable position in periods
of crisis.

Credit Rating brAA+

Operational risk

Recently, Ultrapar was awarded a corporate
credit rating of “brAA+” by Standard and
Poor’s, basically reflecting the company’s
commitment to maintaining a very sound
financial policy, and the relative diversification of its business risks, as its cash generation today derives mainly from two operations: Ultragaz and Oxiteno, that have low
correlation and strong fundamentals.
The credit rating attributed to Ultrapar is
one level above the sovereign credit rating
“brAA”, attributed to Brazilian Federal Republic. This is principally due to the combination of fundamentals enjoyed by Ultrapar’s operations, which are good when
taken in isolation and extremely strong
taken in combination, together with the
company’s sound financial position.

Market risk

With the aim of softening the impact on
its businesses of possible macroeconomic
crises, Ultrapar invests in differentiating its
services, with emphasis on the area of LPG
distribution and on the development of
new specialty chemicals, with a higher added value, catering to a diverse number of
economic sectors and thereby minimizing
dependence on any one area. In logistics,
it has been expanding the range of seg-

To manage the risk of partial interruption to
production and a consequent loss of sales
and revenue, the company runs a program
of preventive maintenance, organizing and
apportioning tasks among the teams in
the various production units. The industrial
units also have a crisis management plan
in place, to ensure a permanent state of
readiness and a quick, efficient response to
accidents or any other disruptive situations
that might occur in the workplace.

Supply risk

A long-term contract (running to 2012) is
maintained with the company’s main ethylene supplier, Braskem, so as to reduce the
risk of a shortage of raw material for Oxiteno’s operations. In the case of LPG supplies,
Petrobras, the country’s only supplier of the
product, has no formal contract with any
national distributors. Nevertheless, the supply risk is relatively small, bearing in mind
that the last interruption in supply occurred
in 1995, as a consequence of a 15-day
strike by Petrobras employees. Any loss of
revenue due to an interruption in the supply of LPG is lessened by the Brazilian custom of keeping a spare cylinder at home,
as a reserve for when the other one runs
out, which can be replaced when supplies
return to normal.

40 / 41

Ultrapar caters to a diverse number of economic
sectors, minimizing the dependence on any one
sector and beign less vulnerable to market risks.

Systems risk

ny’s debt are based on cost and return criteria, always seeking the least possible exposure to losses. To this end, the company
constantly monitors market movements,
particularly those of interest rates and exchange rates.

All the systems are submitted to frequent
internal and external audits, which look for
possible areas of risk and immediately rectify them. The control of access to system
information is carried out by the managers
in each area, in accordance with a formal
policy, and is monitored by the information
technology department.

Of Ultrapar’s total debt as at December 31,
2004, 63% was denominated in US dollars, a basket of currencies, or in Mexican
pesos. To reduce exchange rate exposure
as much as possible, the company uses
hedging mechanisms, matching financial
assets and liabilities. No derivative market
operations are carried out for speculative
purposes. In addition, a portion of the
company’s revenue is either denominated
in dollars or strongly correlated to the US
dollar. This factor offsets potential increases
in the prices of raw materials and other inputs, such as LPG and ethylene, which are
fixed internationally, and therefore quoted
in US dollars.

The company has a recovery plan in place
in the event of system failure, with backup
files maintained off-site by a specialist company, in addition to a series of set procedures for emergency situations.

Environmental risk

All Ultrapar’s company installations and operations conform to the requirements set
by the federal, state and municipal laws
and regulations governing environmental
protection. In addition, they also comply
with specific environmental quality control standards. Oxiteno and Ultracargo are
signatories to the Responsible Action Program, sponsored by Abiquim - the Brazilian Chemical Industry Association, which
specifically applies to chemical companies
and their partners and aims to ensure that
recommendations with regard to safety,
the environment and product management, among other things, are complied
with. Oxiteno also has ISO 14001 certification for its four industrial plants. Ultragaz is
currently in the process of implementing an
Environmental Risk Management System,
in order to obtain international certification
under ISO 14001.

Financial and exchange rate risk

The directives governing the allocation of
cash and the administration of the compa-
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Investment risk

All investments carried out by the company
are submitted to a detailed analysis, considering financial and market aspects under
various scenarios, using the EVA® - Economic Value Added methodology.

Default risk

Ultrapar uses specific credit analysis standards and carries out credit checks before
accepting new customers, to reduce the
level of risk in its receivables portfolio,
which is also mitigated by the broad diversification of sales. The amount of the provision for doubtful accounts, as at December
31, 2004, represented less than 0.5% of
Ultrapar’s net sales.
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Capital markets
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Ultrapar’s preferred shares ended 2004 quoted
at R$ 51.00/’000 shares, an appreciation of 37%
over the year, compared to an increase of 18% in
the Bovespa Index during the same period.

Ultrapar went public in October 1999. The
company’s preferred shares are traded on
the São Paulo Stock Exchange (Bovespa),
while its Level III ADRs (American Depositary Receipts), representing its preferred
shares, are traded on the New York Stock
Exchange (NYSE).
The company’s total capital as at December
31, 2004 was represented by 69,691 million shares, with a “free float” of 26%.

Share performance

Ultrapar’s preferred shares ended 2004
quoted at R$ 51.00/’000 shares, an appreciation of 37% over the year, compared to
an increase of 18% in the Bovespa Index
during the same period. The shares issued
by the company underwent a substantial
increase in trading liquidity in 2004. A total
of 11,400 trades were carried out on the
São Paulo Stock Exchange, 73% more than
the number of trades in the previous year.
These transactions resulted in an average
daily trading volume of R$ 2.8 million, up
155% compared with the daily average
volume in 2003. The ADRs, representing
the company’s preferred shares traded on
the New York Stock Exchange, saw an average daily trading volume of R$ 0.9 million

in 2004, 84% higher than the average for
2003. The company’s market capitalization
as at December 31, 2004, amounted to R$
3,554 million, against R$ 2,599 million at
the end of 2003.
On the New York Stock Exchange, the ADRs
appreciated by 56%, in dollar terms, while
the Dow Jones Index increased 3% in the
same period.

Shareholders Remuneration

Ultrapar’s Board of Directors authorized the
payment of R$ 164 million to the shareholders in the form of dividends for the year
2004. This amount corresponds to 40% of
the net earnings for the fiscal year.

Share repurchase

In 2004, Ultrapar repurchased a total of
219.6 million preferred shares issued by the
company.

Ultrapar X Ibovespa
���
���
���
���
���
���
���
��� ���
���
���
��� ���
���
���
��� ���
���
���
��� ���
��
��� ���
��
��� ��
��
�� ��
��� ��� ��� ��� ��� ��� ��� ��� ���
�� �� ��� ��� ��� ��� ��� ��� ��� ��� ���
�����
��������
��
��������
��� ��� �����
��� ��� ���
��� ��� ��� ���
�����

��������

Ultrapar X Dow Jones
���
���
���
���
���
���
��� ���
��� ���
���
��� ���
���
��� ���
��� ���
��
���
��� ��
��� ��
�� ��
�� �� ��� ��� ��� ��� ��� ��� ��� ��� ���
��
��� ��� ��� ��� ��� ��� ��� ��� ���
���
���������
��
��� ��� ���
��� ��� ������������
��� ��� ��� ���
���

���������

Dividends
R$ million

���
���
���

���
���
���
��
��

��

��
��
��
�� ��

��

��
��
��

���� ���� ���� ���� ���� ����
���� ���� ���� ���� ���� ����
���� ���� ���� ���� ���� ����

44 / 45

In the beginning of 2005, Ultrapar’s main shareholders underwent a secondary offering of preferred shares, aiming at increasing the preferred
shares liquidity, so meeting the demands of the
capital markets.
Stock dividend and public share
offering

To meet the demands of the capital markets, Ultrapar carried out a primary and secondary offering of the company’s preferred
shares, with the aim of increasing the stock’s
trading liquidity. In the secondary offering,
the sellers comprised certain shareholders
of Ultra S.A. and Monteiro Aranha S.A..
To this end, on February 2, 2005 the company’s Board of Directors approved a stock
dividend in the proportion of 15 preferred
shares for every 100 common or preferred
shares outstanding, involving a capital increase through the capitalization of a portion of its retained profit reserves, with the
issuance of approximately 10.5 billion new
preferred shares. A substantial part of the
shares sold were from this stock dividend.
The initial offering was for a total of 7.9 billion preferred shares, representing 10% of
Ultrapar’s social capital and 25% of its preferred share capital. The operation included
the possibility of increasing this amount by up
to 15%, corresponding to an over-allotment
option (“green shoe”) granted to the underwriters of the offering, through a primary offering of preferred shares by the company.
On April 12, 2005, the pricing of the secondary offering of preferred shares in Ultrapar was fixed at R$ 40/’000 shares,
amouting to approximately R$ 314 million. In addition, on April 27, 2005, the
underwriters exercised their over-allotment option in full, with the subscription of 1.2 billion new preferred shares,
increasing company’s capital by a further
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R$ 47 million. As a result of this operation,
Ultrapar’s free float increased from 26% to
39% of its total capital.

Debenture issue

On April 8, 2005, Ultrapar completed its
first debenture issue, for a total amount of
R$ 300 million, with a tenor of 3 years, at a
rate of 102.5% of CDI (Brazilian interbank
deposit rate), representing the lowest cost
for a corporate issue, in comparison with
similar issues by non-financial institutions,
in the last 5 years. For the issue, which was
carried out with a view to extending the
average term of the company’s debt, the
credit risk agency Standard & Poor’s Rating
Services attributed a corporate credit rating
of “brAA+” to Ultrapar, as well as to the
debenture issue.

Corporate governance
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In 2004, Ultrapar was recognized as the Best Firm
in Corporate Governance in Latin America’s oil,
gas and petrochemical segment.
Institutional Investor Research Group

In 2004, with a new shareholders’ agreement, Ultrapar further improved its corporate governance practices that were
first introduced back in the 70’s, when the
process of professionalizing the company’s
management has begun.
The agreement, which has a five year term,
reaffirms the concept of continuing the
professional management of the group
and restricts the decisions of the controlling shareholders to subjects of strategic
importance, such as major acquisitions,
indebtedness and important divestments,
delegating the daily management of the
company to its executives. In an innovative
move, it creates the possibility of converting
the shares of Ultra S.A into preferred shares
of Ultrapar, which enjoy greater liquidity,
while maintaining the right of preference
of the other shareholders.
In the process of Ultrapar’s sucession, carried out in the 1970’s, the controlling shareholder Peri Igel transferred a portion of the
shares to certain executives and donated a
further portion in usufruct to his heirs. The
model was based on two key elements: the
professionalizing of the administration and
ownership of assets shared between heirs
and executives.
At that time, two holding companies were
created – Igel Participações, set up basically
for the heirs of the Igel family, and Avaré
Participações, comprising the executives
– which thereby took joint control of Ultra
S.A., the majority shareholder in Ultrapar.
The previous shareholders’ agreement, of
1997, maintained the system and introduced reciprocal rights of preference in the
event of disposal. Under the new agreement, the two holding companies were
dissolved and the shares corresponding to

the equity stakes in Igel and Avaré ended
up being held personally by the heirs and
executives.
The changes reinforce Ultrapar’s concept
of corporate governance, which embodies
the practice of a set of principles that confer quality to the company’s management.
These principles are based on the convergence of the interests of the executives and
those of all classes of shareholder – controlling shareholders and minority shareholders
of common or preferred shares; as well as on
transparency and the broad dissemination
of information about the business and the
company’s economic-financial performance.

Tag-along rights

Since 2000, the system of corporate governance provides that all shareholders hold
tag-along rights, a mechanism that ensures
them identical conditions of sale of shares
to those negotiated by the controlling
shareholders, in the event of a stake in the
company being sold off resulting in change
of control. As well as being ahead of the
legal requirements, Ultrapar’s tag-along
rights are more extensive, as the legislation
determines the payment, by the buyer, of
only 80% of the value of the offer, and only
to the holders of common shares.

Restricted stock plan

In order to provide continuity to the philosophy of making the company executives
shareholders in the company, Ultrapar has
a restricted stock ownership plan, under
which beneficiary executives can usufruct
of preferred shares held in treasury, thus
enjoying all the rights attached to these
shares. Ownership is retained by the company for a period of 10 years, when the
ownership is transferred to the executive.
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The new shareholders agreement of Ultra S.A.,
Ultrapar’s controlling company, represented the
consolidation of a defined and stable controlling
shareholding block at Ultrapar, the continuity of
the professional management and the improvement of its principles of corporate governance.
Recognition

of three members, including the chairman
or vice chairman of the board. During 2004,
7 board meetings were held.

Under the adopted model, Ultrapar was
recognized in 2004 as the Best Firm in Corporate Governance and the Second Best
Firm in Investor Relations in Latin America’s
oil, gas and petrochemical sector, in a ranking prepared by the Institutional Investor
Research Group, based on a survey of 41
global institutions on the buy-side and more
than 60 global analysts on the sell-side.

As a result of the new shareholders’ agreement for Ultra S.A., two of its representatives on the Board of Directors should be
replaced by market professionals who will
bring their business experience and vision
to the group.

Board of Directors

Executive Board

At the end of 2004, the Board of Directors
of Ultrapar consisted of seven members, of
which four were independent, non-executive directors and two were executive directors, each with a mandate for one year
and the possibility of reelection. One of the
independent board members represented
the preferred shareholders. The concept
of an independent member include: he or
she (i) must have no link with the company,
except possibly as a minority shareholder;
(ii) must never have been employed by Ultrapar or by any of its subsidiaries; (iii) must
not be offering any product or service to
the company; (iv) must not be employed
by any entity that is offering a service or
product to the company; (v) must not be
a spouse or close relative of any director or
manager of the company; and (vi) must not
receive any other remuneration from the
company other than their fees as a board
member and possible dividends (if also a
shareholder).
The Board of Directors meets quarterly and
whenever convened by the chairman of the
board or by any other two board members.
The meetings require a minimum quorum
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Consisting of the CEO, the Vice-President,
the Financial and Investor Relations Officer and the officers of Ultragaz, Oxiteno
and Ultracargo, all market professionals, it
is responsible for the management of the
company’s businesses, based on guidelines
set by the Board of Directors. Each business
also has its own executive board.

Disclosure Policy

The company’s Policy for the Trading and the
Disclosure of Events and Relevant Information ensures high standards of transparency
and security in its information disclosure. It
provides for the immediate dissemination
of any information that could have a significant influence on the price of the company’s securities, on investors’ decisions to
buy, sell or hold shares in the company, as
well as on investors’ decisions to exercise
any rights inherent in the ownership of Ultrapar shares.

Sarbanes-Oxley

The company is completing the process of
complying with the requirements of the
Sarbanes-Oxley Law (SOX), to which all
companies whose securities are traded on

the US markets must comply. Approved in
January 2002 by the US Congress, the law
establishes rules that guarantee the transparency and credibility of the financial data
presented to the market and to shareholders. The main items of the Sarbanes-Oxley
Law relate to the requirements to develop
internal controls for the verification of information disclosed and the responsibility of the executives and external auditors
with regard to the figures reported by the
companies.
Ultrapar has complied with all the requirements of the Sarbanes-Oxley Law and the
New York Stock Exchange, within the time
limit established and has already incorporated in its financial statements all material
contractual obligations and off-balance
sheet transactions.
In addition to the financial statements
published in accordance with the accounting practices in Brazil (Brazilian Corporate
Law), Ultrapar also reports its financial
statements, reconciling net earnings, assets
and net worth, according to the accounting
principles in the United States – USGAAP.

Code of Ethics

The code of ethics applies to all employees and members of the Board of Directors and Fiscal Council, as a reference for
professional conduct and for internal and
external relations between the company
and its stakeholders (shareholders, customers, employees, unions, partners, suppliers, service providers, competitors, society,
government and the communities in which
it operates). It aims also to guarantee that

the daily concerns with regard to efficiency,
competitiveness and profitability include attention to ethical behavior.

External Audit

The conduct of the company in regard to its
auditors is based on principles that preserve
the independence of the auditor. In the
year 2004, no services of a value exceeding
5% of the audit fee were engaged other
than those directly linked to the auditing
of the financial statements. The rotating
system adopted with regard to the independent auditors in 2002 led to the hiring
of Deloitte Touche Tohmatsu Independent
Auditors.

Shareholder structure following the offer of shares
(million of shares)
Common Shares

Ultra S.A.
Others
Market (Free Float)
Shares held in treasury
TOTAL

32,647
16,622
154
7
49,430

66%
34%
0%
0%
100%

Preferred Shares

0
0
31,517
378
31,895

0%
0%
100%
0%
100%

TOTAL

32,647
16,622
31,671
385
81,325

40%
21%
39%
0%
100%

Corporate structure
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Investor Relations

The Investor Relations Department has an
annual calendar of events, which schedules
a series of activities that provide contact
with shareholders and market analysts. In
2004, Ultrapar held over 100 meetings with
analysts and investors at national and international events such as road shows, conferences and seminars - promoted by banks
and capital markets institutions, an Apimec
(Association of Capital Market Analysts and
Investment Professionals) meeting and five
conference calls for the releasing of the
company’s results and communication of
the new shareholders’ agreement.
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The company also maintains an Investor Relations website – an important and
constantly updated communication channel, for the disclosure of results, material
releases and the convening of shareholder
meetings.
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Board of directors
Paulo Guilherme Aguiar Cunha
Chairman of the board of Ultrapar since
1998. Joined the company in 1967, becoming Vice-President in 1973. He is VicePresident of the Brazilian Chemical Industry
Association (Abiquim), a member of the
Senior Economic Council and the Advisory
Council for the São Paulo State Federation
of Industries (Fiesp), the Institute for Industrial Development Studies (IEDI) Council
and the Technological Research Institute
(IPT) Council, as well as board member at
Monteiro Aranha S.A.. He was formerly
a member of the board of directors of
Companhia Siderúrgica Nacional (CSN).
He has also been a member of the National
Monetary Council, of BNDESPar, and of the
Brazilian Association of Technical Standards
(ABNT), as well as president of the Brazilian
Petroleum Institute. He graduated in industrial mechanical engineering from the Catholic University of Rio de Janeiro (PUC-RJ), in
1962. He was a professor of engineering at
the Catholic and Federal universities in Rio
de Janeiro, from 1963 to 1966.
Lucio de Castro Andrade Filho
Vice Chairman of the board since 1998.
He has also been executive Vice-President
of Ultrapar since 1982. Joined Ultrapar in
1977. He has occupied several posts at Ultrapar, in the LPG, chemical and logistics
sectors. He is president of LPG - Quality
Sharing, an LPG industry association, and is
a member of the board of the Brazilian Petroleum Institute (IBP). He graduated in civil
engineering and business administration
from Mackenzie University, in São Paulo, in
1968 and 1972, respectively.
Ana Maria Levy Villela Igel
Board member since October 1998. She
is also a member of the Board of Directors
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of Ultra S.A.. She was formerly an assistant
to the financial department of the United
Nations (UN) and adviser to the Centre for
School-Company Integration (CIEE), an organization that helps students in the transition to a professional career. She takes
part in a number of organizations offering
social assistance to children and the elderly
throughout Brazil.
Nildemar Secches
Board member since April 2002. He has
been CEO of the Perdigão Group since
1995. He is also Chairman of the board
of WEG S.A.. From 1972 to 1990, he
worked for the Brazilian Development Bank
(BNDES), where he was a director between
1987 and 1990. From 1990 to 1994 he
was the CEO of the Iochpe-Maxion Holding
Industrial group. He was also CEO of the
Brazilian Association of Chicken Producers and Exporters (Abef). He graduated in
mechanical engineering from the University
of São Paulo (USP) in São Carlos, and has
a postgraduate degree in finance from the
Catholic University (PUC-RJ), in Rio de Janeiro, and a PhD in economics from Unicamp - Campinas.
Olavo Egydio Monteiro de Carvalho
Board member since December 2002. He
has been Chairman of the board of Monteiro Aranha S.A. since 1996, and a member of the board of Klabin S.A. since 1978.
He is also a member of the Brazil-US Business Council and the board of AD-Rio – the
Economic Development Agency for the
State of Rio de Janeiro. He holds a degree
in mechanical engineering from Technische
Hochschule in Munich, Germany.
Paulo Vieira Belotti
Board member since October 1998. He has
occupied the post of CEO at a number of

companies, among which includes Petrobras Distribuidora S.A., Petrobras Mineração S.A., Petrobras Química S.A., Petrobras
Comércio Internacional S.A., Petrobras
Fertilizantes S.A. and Norcell S.A. He has
also been on the board of Nordon Indústria
Metalúrgica S.A.. He graduated in civil engineering from the National School of Engineering, University of Brazil; in mathematics from the University of Guanabara; and
in nuclear engineering from the Oak Ridge
School of Technology, in Tennessee (USA).
Renato Ochman
Board member since April 2001. He is a
partner in the law firm Ochman Advogados
Associados S/C and is the secretary-general
of the Brazil-Israel Chamber of Commerce.
He is also a member of the UN-Brazil Association Youth Council and of the Audit Committee of the Association for Assistance to
Handicapped Children. Previously, he was a
professor of commercial law at the Getúlio
Vargas Foundation and legal consultant to
the Brazilian Supermarket Association. He
graduated in law from the Catholic University of Rio Grande do Sul (PUC-RS), and has
a master’s degree and PhD in commercial
law from the Catholic University of São
Paulo (PUC-SP).

Executive board - Ultrapar
Paulo Guilherme Aguiar Cunha
Chief Executive Officer
Lucio de Castro Andrade Filho
Vice-President
Eduardo de Toledo
Elected as a director in April 2005. He
has developed his career at Ultrapar, beginning in 1987 in the corporate control
department, subsequently assuming the
management of the tax planning depart-

ment. Between 1990 and 1996 he was
responsible for the treasury department of
Ultrapar. Between 1996 and 2003 he held
the position of Administrative and Controlling officer at Oxiteno, being responsible for the human resources, information
systems, planning and control, legal matters and market relations department. In
2003, he headed up the Executive Board
at Ultracargo. He is also a member of the
Board of Directors of Odontoprev S.A. He
graduated in production engineering from
Escola Politécnica at University of São Paulo (USP) in 1987; and in economics from
Faculdade de Economia e Administração
do Estado de São Paulo in 1988. He also
gained a diploma on the “Internacional
Executive Program” course at INSEAD,
France (1995). For 4 years, he ran the Introduction to Accounting and Cost Management course for the Carlos Alberto
Vanzolini Foundation - USP.
Fábio Schvartsman
Chief Finance and Investor Relations Officer since 1990. Joined Ultrapar in 1985,
where he has occupied a number of posts,
including those of planning director, director of planning and control and chief financial officer. Formerly, he worked in the
financial department of Duratex S.A.. He
graduated in production engineering from
Escola Politécnica at University of São Paulo (USP), and obtained a master’s degree in
business administration from the Business
School of São Paulo / Getúlio Vargas Foundation, in 1979.
Pedro Jorge Filho
Elected as a director in April 2005. Joined
Ultrapar in 1977 and since 1995 has been
a director of various subsidiary companies.
He has been executive director of Utingás;
director of engineering at Ultragaz, re-

sponsible for the engineering and central
development area; and regional director
at Ultragaz, with general responsibility for
the Southeast/Mid-West regions. In 2002,
he became COO at Ultragaz, and in 2005
he assumed the post of CEO at Ultragaz.
He graduated in industrial chemical engineering from the Mackenzie University in
1977, and completed a special business
management program, also at Mackenzie
University, in 1979. He gained diplomas on
the Advanced Business Management Program at INSEAD, France, in 1998, and the
Human Resources – Contribution to Continuous Improvement course (1999) at the
University of Navarre’s IESE Institute, in Barcelona, Spain.
Pedro Wongtschowski
Director since 1985. He is also president
of the Senior Committee of the Brazilian
Chemical Engineering Association (Abeq),
Vice Chairman of the board of the Brazilian
Chemical Industry Association (Abiquim)
and Vice-President of the Latin American
Chemical and Petrochemical Association
(Apla). A chemical engineer, he has a master’s degree and PhD in chemical engineering from Escola Politécnica at University of
São Paulo (USP). Author of the book “The
Chemical Industry - Risks and Opportunities”, published in 2002 (2nd edition).

Ultragaz
Pedro Jorge Filho
Chief Executive Officer
Américo Genzini Filho
Administrative Director and Comptroller
Luís Antônio Malheiros Meloni
Regional Director

Oswaldo Francesconi Filho
Regional Director
Wagner Dias do Patrocinio
Regional Director

Oxiteno
Pedro Wongtschowski
Chief Executive Officer
Cynthia May Hobbs Pinho
Director of Administration and Control
Flavio do Couto Bezerra Cavalcanti
Industrial Director
João Benjamin Parolin
Commercial Director

Ultracargo
Eduardo de Toledo
Chief Executive Officer
Paulo de Tarso Martins Gomes
Technical Director
Ricardo Isaac Catran
Regional Director

Finance department
Fábio Schvartsman
Chief Finance and Investor Relations Officer
André Covre
Director of Planning and Investor Relations
Marcello De Simone
Treasurer
Roberto Kutschat
Comptroller
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Social responsibility and environment
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Ultrapar maintains ethical principles in its relationships, tranparency of information, a supply
of quality products and services and a commitment to economic and social development.

Ultrapar has developed internally the concept of corporate responsibility as a set of
initiatives which, in addition to concrete
practices, involve a consistent attitude in
relation to employees, shareholders, consumers, clients, suppliers, dealers, partners,
the government and society.
For all the company’s stakeholders, it is essential that ethical principles are maintained
in its relationships, and that there is transparency of information, a supply of quality
products and services and a commitment to
economic and social development.

Human resources

Among its principal values, Ultrapar recognizes that its people are its main competitive advantage. To this end, the main tools
of its personnel management policy are
skill building and training incentives and remuneration based on results, founded on
the principle of attracting, developing and
retaining talent. At the end of 2004, the
company had 6,724 direct employees.
The principal instrument for the attracting
of young professionals is the Intern and
Trainee Program, which selects recently
graduated students or those in the last two
years of their course at the best universities
in the country, with the aim of preparing
the future leaders of the company.
To train and qualify the staff to perform
their roles to excellent standards, approximately R$ 4.2 million was invested in
2004. The programs are directed at differ-

ent needs for professional development in
all areas of the three business units.
For training to management level, Ultragaz
Academy was inaugurated in July 2004, inspired by the concept of corporate universities. Located at Ultrapar’s headquarters,
its purpose is to update, present and discuss concepts and methods related to the
best business management practices in the
distribution and retail markets. The courses
are held in partnership with the Getúlio
Vargas Foundation (FGV) and the University of São Paulo (USP).
Staff motivation and alignment with the
company’s strategy are both stimulated
on a day-to-day basis, through the sharing of information, the encouragement
of new ideas and a process of evaluation
that takes into account ability to work as
a team. As support for the communication
process, various technological resources
are used (intranet, videoconferencing), as
well as printed bulletins and magazines,
with either monthly or bi-monthly circulation in each of the business units.
All employees can take part of Ultraprev,
the company’s pension scheme, to provide
additional income when in retirement. In
2004, total contributions from both the
company and the employees amounted to
R$ 12 million. At the end of the year, Ultraprev’s net assets totaled R$ 69 million.
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Ultrapar encourages voluntary work among
its employees and promotes social work initiatives, the main focus being on social insertion,
through educational initiatives.

Suppliers and dealers

High standards of ethics, quality and safety
are demanded of Ultrapar’s suppliers of
goods and services. Before being hired,
suppliers’ product and service quality are
analyzed. In addition, they take on a commitment to preserve the environment, according to the directives of the Responsible
Action Program promoted by the Brazilian
Chemical Industry Association (Abiquim),
and undertake not to hire minors under 16
years old, except through apprenticeship
schemes.
At Oxiteno, transport companies are
awarded prizes annually for good performance, with the aim of ensuring continual
improvement in service standards, promoting quality delivery to the end customer.
At Ultragaz, a special relationship program
focusing on management training for its
4,400 independent dealers, called Somar
(marketing solutions applied to dealerships), was introduced in 1998.

The community

Investing in education and in stimulating
the creation of a network of solidarity in
Brazil is the formula adopted by Ultrapar to
help improve living conditions in the communities with which it interacts. The investment focus is on social insertion, through
educational initiatives.
The flagship program of the company’s
corporate citizenship activities is “Ultra
Formare”, which is a professional training
school that prepares youngsters from the
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public school network to work as administrative assistants. The lessons, which are
free, are conducted at Ultrapar’s headquarters, in the afternoon, by volunteers trained
to provide their students with basic practical
learning and prepare them for entering the
job market. In 2004, the school trainned its
third intake of 18 youngsters between the
ages of 15 and 17, which received Administrative Service Agent diplomas recognized
by the Ministry of Education.
Another initiative is the Ultragaz Active
Community project, which aims to provide
technical support to communities trying to
improve their quality of life. It organizes
seminars in schools, cultural courses and
nutrition courses in making the best use of
food, as well as teaching basic safety precautions in the use of cooking gas. Its reach
and effectiveness were recognized in 2004,
when Ultragaz receive the Corporate Citizen Trophy at the 11th National Forum for
Corporate Citizenship, held in São Paulo.
Another noteworthy initiative is the “Bom
de bola, bom de nota (Good with a ball,
good at school)” project, held in 2004 in
the municipalities of Uberaba and Uberlândia (MG), Ribeirão Preto and Bauru (SP),
and Caucaia (CE). Inspired by the NGO PróEsporte, the project encourages some 700
children, from the ages of 8 to 12, to play
football and volleyball, and Ultragaz is one
of the main sponsors.
Ultrapar also encourages voluntary work
among its employees, and promotes social

Care for the environment is part of the company’s
commitment to sustainable development and
covers all the operations in its business units.

work initiatives, with the help of the Margarida Igel Charity Organization (ABMI).
And as well as promoting its own corporate responsibility programs, the company
participates in campaigns that serve the
public interest. On these occasions, Ultragaz, which in its normal business activities maintains direct contract with a large
proportion of the population, collaborates
in the distribution of pamphlets and other
information material.

of Ultragaz’s operational bases, 80% of the
water is reused after it has passed through
effluent treatment stations. At Oxiteno, in
2004, the company began testing filtration
systems to improve the quality of the water
feeding the steam boilers and reduce the
need for water treatment. What is more,
the units at Camaçari and Mauá use electricity co-generation systems, which make
use of the steam generated by the production process.

The environment

The company also frequently implements
programs for the responsible disposal of
solid and liquid waste, which involves the
sanctioning of packaging recycling and effluent treatment companies and the collection of waste from common land, as well as
the control of atmospheric emissions.

Care for the environment is part of the
company’s commitment to sustainable development and covers all the operations in
its business units. Objectives and goals are
established for the continual improvement
of products and processes, to eliminate accidents, avoid environmental and health
hazards, reduce to a minimum the production of effluents, waste and atmospheric
emissions and promote the rational use of
natural resources.
The environmental management system,
adopted by the three business units, seeks
to perfect the processes that have an impact
on quality, health, safety and the environment, in all operational phases. Moreover,
Oxiteno and Ultracargo are signatories to
the Responsible Action Program, promoted
by Abiquim (Brazilian Chemical Industry Association), which establishes standards for
continual improvement in these areas.

The Environmental Management System
carries ISO 14001 certification covering Oxiteno’s four industrial plants, and has been
extended to Ultracargo, with certification of
the Paulínia Intermodal Terminal. Both Oxiteno and Utracargo are certified under the
SASSMAQ standard (system for the evaluation of safety, health, the environment and
quality), which is part of Abiquim’s Responsible Action Program. In addition, Ultracargo’s main terminal, in Aratu, was audited
in 2004 by the Chemical Distribution Institute - Terminals (CDIT), a rigorous system
of evaluating terminals, representing the
world’s best quality practices.
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*Developed according to the model from the
Accounting, Actuarial and Financial Research
Institute Foundation of the University of São
Paulo – Fipecafi

The management provides for saving and
reutilization of natural resources. In some
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Social balance sheet

2004
Amount (‘000 Reais)
1) Calculation Base
Net sales (NS)
Operating profit (OP)
Gross payroll (GP)

4,784,249
612,466
206,852

Amount
(R$)

% Of Gross
payroll

% Of Net
Sales

29,008
79,738
3,990
23,485
4,055
938
3,990
48,312
8,841
202,357

14.0%
38.5%
1.9%
11.4%
2.0%
0.5%
1.9%
23.4%
4.3%
97.9%

0.6%
1.7%
0.1%
0.5%
0.1%
0.0%
0.1%
1.0%
0.2%
4.3%

Amount % Of Operating
(R$)
profit

% Of Net
Sales

2) Internal Social Indicators
Food
Compulsory social charges
Private pension
Health
Safety and medicine in the workplace
Education
Training and professional development
Employee profit sharing (1)
Others
Total - Internal Social Indicators

3) External Social Indicators
Education
Culture
Others (Donations and indemnities for damages caused)
Total Contributions to Society
Taxes (excluding social charges)
Total - External Social Indicators

121
896
4,659
5,676
247,819
253,495

0.0%
0.1%
0.8%
0.9%
40.5%
41.4%

0.0%
0.0%
0.1%
0.1%
5.2%
5.3%

2,637
2,637

0.4%
0.4%

0.1%
0.1%

4) Environmental indicators
Related to company operations
Total Investment in the Environment
(1) Employee profit sharing includes all employees.
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