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Ultrapar Participações S.A. is one of the 

most solid economic groups in Brazil. 

It has operations in Brazil, Mexico and 

Argentina, enjoying an outstanding position 

in the sectors where its three business 

units operate: distribution of liquefi ed 

petroleum gas (LPG) through Ultragaz, 

production of chemicals through Oxiteno 

and integrated logistics solutions for 

specialty bulk cargo, through Ultracargo.

With a workforce of 7,000 people, its 

operations are founded on a solid 

fi nancial base and innovative spirit, 

with the confi dence and experience 

of a company that has been present 

in the market for over 70 years.

Leader in Brazil’s LPG distribution 

market, with a market share of 24%, 

Ultragaz supplies more than 10 million 

households spread throughout most 

of the Brazilian territory, with a strong 

presence in the commercial and industrial 

segments, supplying more than 30,000 

companies. It is also one of the 10 largest 

independent distributors in the world.

Oxiteno is the largest producer of ethylene 

oxide and its main derivatives in South 

America, as well as a major manufacturer 

of specialty chemicals. Its products are 

used in  cosmetics, detergents, paints, 

PET packaging, textiles, agro-chemicals 

and several other markets. Through fi ve 

industrial units in Brazil and two in Mexico, 

its production is exported to more than 

40 countries, in the fi ve continents. 

Ultracargo, in turn, having celebrated its 

40th anniversary in 2006, is one of the 

largest providers of integrated logistics 

services in Brazil, with transportation, 

storage and distribution of bulk cargo 

which requires special handling. The 

company has multimodal terminals 

(with access to railroads, highways and 

coastal shipping) strategically positioned 

in Brazil’s main ports and petrochemical 

centers, such as the ports of Santos 

(SP), Suape (PE) and Aratu (BA). 

The three businesses are based on 

constantly improving results and excellence, 

using management tools such as Balanced 

Scorecard (BSC�) and Economic Value 

Added (EVA�). National and international 

certifi cation in environmental, health and 

quality areas, combined with intense 

programs for the development and 

training of its employees, all attest the 

company’s commitment to its main target 

public, as well as society as a whole.

The focus on excellence is refl ected in the 

presence of the company’s shares in the 

Profile

ISE index (corporate sustainability index) 

of Bovespa, São Paulo Stock Exchange, 

which is composed of shares issued by 

companies that have a high degree of 

commitment to sustainable practices, social 

responsibility and continual improvement 

in corporate governance practices. 

With shares also listed on the New York 

Stock Exchange, in the form of ADRs, the 

company complies with the requirements 

of the Sarbanes-Oxley Act, which regulates 

control and transparency mechanisms 

in the management of companies. 

In the beginning of 2007, Ultrapar 

acquired the fuel and lubricant distribution 

businesses of Ipiranga Group in the 

South and Southeast regions of Brazil. 

This acquisition allowed Ultrapar to 

expand its operations in the oil based 

fuels distribution business. In addition to 

being Brazil’s leading LPG distributor, the 

company has become Brazil’s second 

largest distributor of fuels and lubricants, 

with a national market share of 15%. 

Following the acquisition, Standard 

& Poor’s ratifi ed its credit ratings for 

Ultrapar, maintaining the company’s 

credit rating of brAA+ on a national 

scale (equivalent to Brazilian sovereign 

risk) and BB+ on a global scale, one 

notch below investment grade. 
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Thinking outside the box. Envisaging 

possibilities and scenarios from various 

standpoints, looking beyond the 

current moment. Introducing innovative 

concepts. This is how Ultrapar has 

built its track record as one of Brazil’s 

most solid companies, managing 

businesses which are leaders in their 

sectors, sustainable and profi table. 

In more than 70 years of existence, 

Ultrapar has been investing in 

technology and the training of its staff, 

while deepening and strengthening 

its knowledge of the market. The 

company’s growth path has been based 

on initiatives that are in line with the 

requirements of the various markets, 

supported by a relationship of confi dence 

with all its public audiences. At times of 

expansion, the company’s creativity has 

demonstrated its value, with boldness 

and power of discernment, exercising 

a leadership role in its conquests 

and establishing new parameters 

in achieving its strategic plans. 

Ultrapar’s vision in various contexts 

and at particular economic moments 

enables the company to operate  in a 

solid and safe manner, and a level of 

quality which has imbued its history with 

the energy, dynamism and pro-active 

stance which characterises all its actions, 

opening up a bright future for itself, 

the country, and society as a whole.
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Message from the management

From left to right: Pedro Wongtschowski, Pedro Jorge Filho, André Covre, Eduardo de Toledo and João Benjamin Parolin 
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The initiatives taken to cope with the scenario imposed on the 

company from 2005 onwards, the results already achieved in 

2006 and the operational start-up of the first series of investments 

in this new cycle, justify our confidence and optimism for 2007. 

This optimism became even greater as a result of the acquisition 

of the fuel and lubricant distribution business of the Ipiranga Group 

in the South and Southeast regions of Brazil, in March 2007. This 

acquisition strengthens the company’s presence in the oil based 

fuels distribution business, in which we have been operating for 

more than 70 years through Ultragaz. We have entered this new 

segment as the largest private- fuel and lubricant distribution 

company in the country.

Message from the executive officers
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“Twenty five years ago I took over the position of Chief 

Executive Officer of the company with the project to 

build a solid, competitive, committed to clients company, 

with professional management and  good principles of 

corporate governance institutionalized.” 

PAULO G. A. CUNHA

Chairman of the Board of Directors

During this period, the company, which at 

the outset consisted of a combination of 

different family businesses, developed into 

one of the most solid groups in Brazil, with 

three lucrative and sustainable businesses, 

leaders in each of the segments in which 

they operate and supported by highly 

experienced professionals. We fl oated 

the company’s shares, obtaining a listing 

for the shares of Ultrapar on Bovespa 

and the New York Stock Exchange, 

introducing the best corporate governance 

practices. In fi nancial terms, since I took 

over as head of the company, EBITDA 

has increased from US$ 23 million to 

US$ 237 million, net earnings from US$ 9 

million to US$ 127 million, while the total 

amount of dividends distributed over 

the period equals US$ 396 million. 

In 2006, Ultrapar took another important 

step in the process of institutionalizing 

its corporate governance and in the 

determination to be driven by the 

professional management, with the 

announcement, in October, of my 

succession as Chief Executive Offi cer, 

separating the role of Chief Executive 

Offi cer from that of Chairman of the 

Board. I left the post in December 2006, 

dedicating myself exclusively to the post 

of Chairman of the Board, a position 

which I have also held since 1998. As 

Chairman of the Board, I will continue 

to be leading the company’s strategic 

direction, as well as the improvement 

of its corporate governance.  

Since January 1, 2007, the position of Chief 

Executive Offi cer has been occupied by 

Pedro Wongtschowski, who has taken 

over the responsibility of managing the 

businesses of Ultrapar, continuing the 

expansion along the path of sustainable 

growth. Wongtschowski built his career 

at Oxiteno, where he was Chief Executive 

Offi cer. Since 1985 he has been part 

of Ultrapar’s Executive Board. 

In February 2007, Fábio Schvartsman, 

Chief Financial and Investor Relations 

Offi cer, left Ultrapar in search of new 

challenges, after a successful career in 

the company, with many achievements. 

From March 2007, André Covre, who 

joined the company in 2003 as Director 

of planning and investors relations, took 

over the role of Chief Financial and 

Investor Relations Offi cer of Ultrapar.

The process of renewing the Executive 

Board began in 2005, when a new Chief 

Executive Offi cer took over at Ultragaz 

and a new Chief Executive Offi cer at 

Ultracargo was also appointed. The 

renewal of the Executive Board followed 

the policy of mixing executives who have 

acquired their experience in-house, with 

new talent recruited in the market. We 

have encouraged this model to provide 

career prospects to the internal values, 

and at the same time, bringing to the 

company people with external views, 
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providing continual innovation, combined 

with stability and security, without deviating 

from the concepts and directives of a 

group, which has been operating in 

the market for more than 70 years. 

Regarding the results achieved during 

the year, in 2006 Ultrapar made 

signifi cant progress in its earnings growth 

plan, with the introduction of strategic 

initiatives in its businesses to deal with 

the prevailing scenario imposed since 

2005 - and which continued in 2006 

- when a series of macroeconomic 

and sector-related factors produced 

negative effects for the company.  

In 2006, as in 2005, the Brazilian economy 

showed a modest performance, the 

Brazilian Real appreciated and the oil 

price increased. In the domestic market, 

Brazilian GDP grew by 2.9% in 2006, 

slightly higher than the GDP growth of 

2.3% recorded in 2005, despite a process 

of gradual reduction in interest rates. 

On the other hand, the income transfer 

programs and the minimum salary 

increase produced more disposable 

income for part of the population, which, 

together with the expansion of available 

credit, resulted in consuption growth 

among the population with lower-income 

level. The international market continued 

to favor exports, with a strong global 

economy growth rate. However, the 11% 

appreciation in the Brazilian Real against 

the US dollar, the third consecutive 

year of strengthening of local currency, 

continued to damage the competitiveness 

of Brazilian industry. Additionally, the 

increase in international oil prices, rising 

from an average of US$ 54/barrel in 

2005, to US$ 65/barrel in 2006, added 

cost pressure on the worldwide economy, 

particularly on the  petrochemical industry.

In 2006, we carried out a series of 

initiatives and implemented a number 

of initiatives and investments, both short 

and long term,strengthening growth 

through increased scale, differentiated 

technology and focus on the optimization 

of costs and expenses. The positive 

results from the initiatives adopted to 

deal with a diffi cult economic scenario 

have resulted in good prospects for 

2007, with the operational start-up of 

the fi rst investments in this new cycle. 

These factors, associated with constant 

improvement in our corporate governance, 

reinforce the certainty that we continue to 

strengthen the relationship of trust which 

we have with our shareholders, customers 

and employees, expanding the business 

in a sustainable manner into the future.

Message from the executive officers
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“During the year of 2006 Ultrapar made significant 

progress in its earnings growth plan, with the introduction 

of both short term and long-term strategic initiatives, 

strengthening growth through increased scale, reinforcing 

technological lead and optimizing costs and expenses.” 

PEDRO WONGTSCHOWSKI

Chief Executive Offi cer

At Ultragaz we began a program to 

improve the company’s distribution 

structure, which in 2006 resulted in a 

44% improvement in EBITDA. At Oxiteno, 

we have strengthened our commercial 

initiatives, seeking to compensate for 

the increase in raw materials costs 

– a refl ection of higher oil prices – and 

the appreciation of the Brazilian Real, 

resulting in higher sales volumes, with 

higher aggregate value, and a resumption 

in EBITDA growth in the last quarter of 

the year. In the second half of the year, 

initiatives implemented during 2006, both 

at Ultragaz and Oxiteno, enabled Ultrapar 

to report an improvement in EBITDA, 

when compared to the same period in 

the previous year, ending 4Q06 up 33%, 

compared to the fourth quarter in 2005.

In 2006 Ultrapar reported EBITDA of R$ 516 

million and net earnings of R$ 282 million, 

respectively, 5% and 6% lower than in 2005, 

but representing annual average growth 

of 15% and 26% respectively, since 1998, 

when the company carried out its IPO. We 

ended the year with R$ 1.6 billion in cash 

- being R$ 121 million net cash. The good 

level of cash generation in the year led us 

to approve the distribution of R$ 144 million 

in dividends for the year 2006, representing 

a dividend yield of 5% on the company’s 

average share price. We ended 2006 with 

a market capitalization of R$ 4 billion, 

51% up compared to the end of 2005.

During the year, we also made progress 

in the implementation of various initiatives, 

which are starting to show benefi ts in 

2007. At Oxiteno, we have invested R$ 179 

million, mainly in increasing our production 

capacity of specialty chemicals – products 

with a higher added value – including the 

building of the fi rst fatty alcohols plant 

in Latin America. In August, we signed a 

new agreement for the supply of ethylene 

–Oxiteno’s main raw material – which 

enabled us to announce projects for the 

expansion of ethylene oxide production 

capacity by approximately 40% up to 2009. 

The internationalization of Oxiteno , 

already started with positive results 

in Mexico, with the operations of 

Canamex, has the target of expanding 

the ethylene oxide business, with a 

focus on specialty chemicals, to other 

geographical areas. In 2006, we 

established our presence in Argentina 

and are working towards opening offi ces 

in Europe, the United States and Asia. 

At Ultragaz, we have invested R$ 105 

million in the renovation of our assets - with 

the aim of maintaining the differentiated 

quality standards of our operations - and in 

initiatives to further improve the company’s 

distribution structure, which are likely to 

provide additional benefi ts in 2007. 
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At Ultracargo we have made efforts to 

consolidate our recently inaugurated 

operations, and to establish a new 

positioning in the market, preparing 

the company for a new cycle of growth 

over the next few years. The new 

terminal in Santos is fully operational 

and during the year we carried out 

expansion works at the Suape terminal.

We have invested in technology, in order 

to maintain the company’s technological 

lead. At Oxiteno, we have made progress 

in the technological development of 

new products and processes, which 

resulted in a signifi cant improvement 

in the feasibility analysis of sources of 

renewable raw materials, particularly 

the use of ethanol as an alternative for 

the production of oxygenated solvents 

and glycols. In this area, Oxiteno in a 

pioneering move, launched a series of 

“green” chemical research projects, in 

partnership with FAPESP and BNDES. We 

improved Ultracargo’s technological 

park , aiming to achieve more fl exible 

internal processes and improving 

productivity in the management system 

through the development of information 

systems to meet the company’s 

requirements. At Ultragaz, we began 

the development of a new support 

system for our distribution structure.

We invest in our professional staff, as we 

believe they are the key to our success. 

In 2006, the highlight was the professional 

training carried out through Academia 

Ultragaz, a corporate university created 

in 2004 for the development of our staff. 

We have extended the activity of our 

corporate university to the company’s 

independent dealer network, with 

the graduation of the fi rst group in 

September. Ultragaz Academy aims 

to identify, develop, communicate and 

update concepts of modern management 

that are relevant to the company. This 

initiative led to the award of the Marketing 

Best 2006 prize, granted by Escola de 

Administração de Empresas de São 

Paulo – Fundação Getúlio Vargas.

Our investment plan for 2007 has a 

budget of R$ 546 million, R$ 414 million to 

be invested in Oxiteno, R$ 100 million in 

Ultragaz and R$ 31 million in Ultracargo.  

Investments at Oxiteno comprise: (i) the 

completion of the fatty alcohols plant, 

to be inaugurated in the second half of 

2007, (ii) expansion of ethylene oxide 

production capacity – a signifi cant part 

of the expansion in the Mauá plant 

and the beginning of expansion in the 

Camaçari plant – and (iii) the expansion 

of production capacity of specialty 

chemicals. At Ultragaz, in addition to 

the investments started in 2006, we will 

be investing in information technology 

to support the new distribution structure. 

At Ultracargo there are major logistics 

opportunities ahead, related to growth 

in the economy and the export market, 

and the company is ready to capitalize 

on this. We will allocate investment to the 

expansion of storage terminals, particularly 

the Aratu terminal in Bahia, which will store 

palm kern oil, one of the raw materials 

for Oxiteno’s new fatty alcohols plant.

The initiatives taken to cope with the 

scenario imposed on the company from 

2005 onwards, the results already achieved 

in 2006 and the operational start-up of 

the fi rst series of investments in this new 

cycle, justify our confi dence and optimism 

for 2007. This optimism became even 

greater as a result of the acquisition of 

the fuel and lubricant distribution business 

of the Ipiranga Group in the South and 

Southeast regions of Brazil, in March 2007. 

This acquisition strengthens the company’s 

presence in the oil based fuels distribution 

business, in which we have been operating 

for more than 70 years through Ultragaz. 

We have entered this new segment as 

the largest private- fuel and lubricant 

distribution company in the country.

Acquisitions are one of the ways of 

expanding, but we continue to pay 

close attention to the key elements 

which guarantee Ultrapar’s fi nancial 

soundness and which we consider to 

be essential, such as technological 

expertise, operational excellence, 

market knowledge and the potential 

to generate signifi cant value.

I have taken over as Chief Executive 

Offi cer of Ultrapar, committed to the 

sustainable growth of the businesses, 

with the same respect for the environment, 

our employees and the community, 

which we have demonstrated throughout 

the 70 years of the company’s history 

and I am absolutely positive that we 

are well capable of continuing to 

generate value for our shareholders. 

Message from the executive officers
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Dominant position in its markets

Largest LPG distributor in the country, 

with strong brand recognition, linked to 

quality, reliability, safety and effi ciency.

Sole producer of ethylene 

oxide in Brazil, and the largest 

producer in South America.

Leader in integrated logistics 

solutions for specialty bulk cargo.

Clear vision in each segment 

LPG: to be a distributor with 

worldwide standards, meeting the 

specifi c requirements of each client 

and using technology as a tool in 

the decision-making process.

Chemicals: operational fl exibility in the 

production of specialty and commodities 

chemicals, allowing the optimization of 

the company’s sales mix in accordance 

with prevailing market conditions.

Logistics: strategically located assets, 

allowing the company to provide 

differentiated logistics solutions, with 

operational and technological effi ciency.

Sound fi nancial position

R$ 1,6 billion in cash, without net debt.

Average annual EBITDA growth of 15% and 

annual net earnings growth of 26% over 

the past 8 years. The combination of its 

business fundamentals provide Ultrapar 

with a credit risk classifi cation on a local 

basis that is the equivalent of Brazilian 

sovereign risk, and on a global scale, 

just one notch below investment grade.

Improvements in corporate governance 

Succession of its Chief Executive 

Offi cer, designating different people 

for the posts of Chief Executive Offi cer 

and Chairman of the Board.

Renewal of the Executive Board with a 

new generation of leaders – average 

age of 48 years and 20 years of 

experience in the markets in which the 

company operates – demonstrate the 

ongoing focus on the professionalization 

of the company’s management.

Key indicators and highlights

Attractive fundamentals

•

•

•

•

•

•

•

•

•

•
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Commitment to sustainability and social 

responsibility: joining the ISE - Corporate 

Sustainability Index, of Bovespa.

Transparent and interactive relationship 

with investors and shareholders, 

always seeking to provide accurate 

and precise information.

Since 2000, the company has guaranteed 

tag-along rights to all its shareholders 

under identical conditions.

Innovation and investment

Culture of technological innovation 

and a policy of cost optimization 

in its three businesses.

Search for new formats for LPG 

distribution in the commercial and 

industrial segments and diversifi cation 

of sales channels and methods of 

payment in the residential segment.

Increase of 40% in Ethylene Oxide 

production capacity by 2009.

Building of the fi rst fatty alcohols 

plant in Latin America, to operate 

in a global scale, using renewable 

sources of raw materials.

In the logistics area, development of 

new transport modes and markets, 

offering differentials over competitors 

such as wider coverage, better 

strategic assets, higher degree of 

safety, reliability and innovation.

Social and environmental initiatives 

Relationship with employees, 

suppliers, customers and other 

publics based on ethical principles.

Commitment to safety and care for 

the environment in all its operations.

International certifi cate of excellence in 

the areas of safety, health, environment 

and quality, and a commitment to spread 

the principles of the United Nations 

Convention on the rights of children and 

the Universal Declaration of Human 

Rights, as described in SA 8000.

Cooperation to improve and 

promote education as a way of 

achieving social inclusion and  

encouraging voluntary work.

•

•

•

•

•

•

•

•

•

•

•

•

Key indicators and highlights
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Key indicators and highlights

R$ million (1)

 2000 2001 2002 2003 2004 2005 2006

Ultrapar      

 Net sales  1,878   2,285   2,995   4,000   4,784   4,694   4,794 

 EBITDA  304   373   487   498   737   546   516 

 Net earnings  128   132   222   246   414   299   282 

 Investment (2)  179   208   413   404   284   219   320 

 Dividends declared  49   212   65   72   164   157   144 

 Earnings per share (R$)  2.42   2.49   3.62   3.54   5.95   3.73   3.47 

 Dividends per preferred share (R$)  0.98   4.28   1.09   1.11   2.36   1.94   1.78 

 Number of employees  5,602   5,748   5,876   6,465   6,724   6,992   6,885 

Ultragaz       

 Sales volume (‘000 ton)  1,288   1,345   1,303   1,362   1,549   1,531   1,544 

 Net sales  1,126   1,381   1,943   2,623   2,968   2,902   3,067 

 EBITDA  141   163   220   208   269   195   281 

 Investment (2)  117   140   127   272   99   83   105 

 Productivity (EBITDA R$/ton)  109 121 169 153 174 127 182

Oxiteno       

 Sales volume (‘000 ton)  428   446   434   474   518   525   544 

 Net sales  686   832   956   1,238   1,663   1,610   1,550 

 EBITDA  132   177   233   243   421   300   192 

 Investment (2)  51   43   249   90   86   94   179 

 Productivity (EBITDA US$/ton)  169   169   184   167   278   235  162 

Ultracargo       

 Effective storage utilization (‘000 m3)  189   186   184   196   204   221   240 

 Net sales  94   105   131   177   197   234   226 

 EBITDA  26   28   29   40   41   44   38 

 Investment (2)  11   25   36   40   92   41   35 

 Productivity (EBITDA R$/m3 stored)  137   152   159   203   199   201   159 

Capital Markets       

 Number of shares (thousands) (3)  53,000   53,000   69,691   69,691   69,691   81,325   81,325 

 Average daily trading volume (R$ ‘000) (4)  981   787   1,233   1,586   3,731   5,524   4.591 

 Bovespa price (R$/share) (3)  18.50   18.70   24.90   37.29   51.00   32.50   48.99 

 NYSE price (US$/ADRs) (3) (5)  8.38   7.70   6.70   12.73   19.81   13.93   23.00 

(1) Except when otherwise indicated

(2) Capital expenditure and acquisitions, net of disposals

(3) End of period, adjusted fot the reverse stock split

(4) Considers total trades on the São Paulo stock exchange (Bovespa) and New York stock exchange (NYSE)

(5) 1 ADR = 1 preferred share 
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Key indicators and highlights
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Business philosophy and strategy
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Management fundamentals

Ultrapar constantly carries out analysis 

of the company’s internal and external 

environments, re-evaluating its objectives 

and strategy, supported by the 

correspondent performance indicators. 

The main objective is to generate 

value for the company’s shareholders, 

with operational and technological 

excellence, in a sustainable manner, 

maintaining a sound fi nancial position.

To achieve this objective, an effi cient 

yet fl exible business model has been 

built, also able to match different 

operational scenarios and carry 

out investments and acquisitions, 

capitalizing on opportunities that arise 

in each of the businesses. Investment 

in innovation is fundamental in obtaining 

sustainable competitive advantages. 

Each of the three businesses is a leader 

in its respective market, demonstrating 

specifi c competitive differentials.

Competitive differentials

Ultragaz

Strong brand recognition, linked to 

quality, reliability, safety and effi ciency.

In-depth knowledge of the Brazilian 

LPG market, due to its involvement in 

all levels of LPG distribution to clients. 

It is the only Brazilian company to 

be part of the board and executive 

committee of the World Liquid Petroleum 

Gas Association, which is composed 

of 142 companies of 44 countries.

Operational excellence expressed 

by competitive costs and distribution 

channels that are qualifi ed and 

adapted to each market.

Pioneering approach and leadership 

in sales both in the introduction of LPG 

in Brazil, as well as the development 

of new products and services, such as 

Business philosophy and strategy

Management fundamentals

Ultrapar’s management system is supported by tools 

which aim to assist the operational and strategic decision-

making process, with particular importance given to the 

use of EVA�.

•

•

•

•
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structure suited to its business. At 

Ultragaz, there is a decentralized 

sales structure, respecting the regional 

peculiarities of each market, throughout 

Brazil, allowing a closer relationship 

between the company and its clients.

Oxiteno is organized on a functional 

basis, in contrast to traditional 

hierarchical models, giving priority 

on clients serving, the development 

of processes, fl exibility and speed 

in the decision-making process. 

In accordance to its chosen growth 

path of providing innovative services 

with a higher added value, Ultracargo 

is organized in business units focused 

on fi nding the best logistic solutions 

for each market segment served, with 

a project department for developing 

new products and services.

Management tools 

The company’s management system is 

based on tools which have the objective 

of supporting operational and strategic 

decisions, with particular importance the 

use of EVA�. This instrument helps the 

company to identify the value added as a 

result of each investment or process. Since 

2002, executives’ variable remuneration 

has been linked to the results achieved 

according to measurements by EVA�. 

Another important tool is the Balanced 

Scorecard�, which translates strategy 

and EVA� into operational objectives in 

UltraSystem, Click Gás and Vale Gás, 

in partnership with supermarkets.

Oxiteno

Operational fl exibility in the production 

of specialty and commodity chemicals 

leading the company to optimize 

its sales mix in accordance with 

prevailing market conditions.

Production capacity ahead 

of Brazilian demand.

Advanced research and development 

center for the improvement of production 

processes and product applications.

Partnerships with the academic 

and business community for the 

development of alternative renewable 

sources of raw material.

Ultracargo

Leader in the integrated logistics 

market for specialty bulk cargo.

Strategically located assets in Brazil’s 

main ports and petrochemical complexes.

Operational and technological effi ciency.

Commitment to safety and care for 

the environment in all its operations.

Fast decision-making process 

Each subsidiary company has its own 

Executive Board and a hierarchical 

•

•

•

•

•

•

•

•

the fi nancial, internal processes, as well 

as learning and growth perspectives, 

directing behavior and performance for 

actions in the medium and long term.

Based on these corporate tools, 

each business adds processes and 

management methods suited to the 

specifi c requirements of its operational 

segment. Ultragaz is in the process of 

improving its distribution structure and, in 

2006 introduced the UltraLevel Program 

– an initiative which aims to increase the 

profi tability of sales in the residential 

segment, with the use of differentiated 

tools and methodology in Brazil’s LPG 

market. The pilot project was introduced 

in Canoas (RS) and will be replicated 

throughout Brazil by the end of 2007.

The Mauá unit (SP) participates in the 

Quality Management Awards of São 

Paulo (PPQG), which aims to improve 

quality management processes, with the 

objective of winning the title of World 

Class Company, granted by the National 

Quality Foundation. In addition to these 

experiences, Ultragaz also provides 

programs in specifi c areas, such as 

PARE, for the prevention of accidents; 

SOMAR, which maintains a level of 

standardization in stores and services; 

and Fator Azul (blue factor), which aims 

to create uniformity in dealing with the 

environment, occupational health and 

safety, in all of Ultragaz locations.

Business philosophy and strategy
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In 2006 Oxiteno introduced BPM (Business 

Performance Management) – a tool 

which integrates short, medium and 

long-term planning processes, as well 

as providing information to improve the 

decision-making process, enabling a new 

methodology to be used for operational 

and fi nancial planning and results 

measurements. On the same platform it 

will combine the Balanced Scorecard�, as 

well as other management initiatives. The 

new methodology makes management 

information more fl exible and more 

accessible for those who wish to consult it.

The company also continued with its 

Six Sigma program, with projects for 

operational improvements which involved 

the production plants, as well as the 

areas of logistics, the environment, 

procurement and sales. Projects 

were developed for reducing costs, 

increasing productivity, reduction in the 

consumption of utilities, among others. 

In Ultracargo the system Integra was 

introduced. This is a technological 

platform which controls the storage 

operations at the terminal. By December, 

the system had been introduced in all 

units, except one, where introduction 

is planned for the fi rst half of 2007. In 

addition, a “Control Tower” department 

was introduced, its name being chosen in 

a contest carried out among employees. 

In a model similar to control towers at 

airports, the new sector carries out the 

monitoring of all Ultracargo’s freight 

transport, with just-in-time satellite 

tracking, 24 hours a day, 365 days a year.

Among the programs maintained by 

Ultracargo focused on its employees 

or outsourced staff, an outstanding 

example is Safety in Action (constant 

training on safety in the transport of 

dangerous products), and Constant Eye 

on the Road (continuous improvement 

in transport safety, with a focus on the 

human factor) and raffl es held with 

prizes when particular targets are 

reached, such as 10 million kilometers 

traveled, without accidents. 
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Organizational structure

Risk Management 

Ultrapar’s activities include LPG 

distribution, production of ethylene 

oxide and its derivatives, as well as 

transportation and storage of special 

bulk cargo. The composition of Ultrapar’s 

business increases its fi nancial capacity 

and operational fl exibility, its balance 

turns Ultrapar less vulnerable to 

economic variations and allows growth 

opportunities search in each business 

it operates. The company has a risk 

management policy based on controlling 

and determining exposure limits, which 

takes into account risks in the markets 

where the company operates, interruption 

in operations, exchange-rate and 

monetary variation and environmental 

management. There are also specifi c 

credit analysis standards for accepting 

clients, to reduce the level of risk in the 

company’s receivables portfolio, also 

reduced by the diversifi cation of its 

sales. At the end of 2006, the bad debt 

provision booked was the equivalent 

of 0.45% of Ultrapar’s net revenues.

All investment carried out by the company 

is subject to a detailed analysis of 

return, considering fi nancial and market 

aspects in various scenarios, using the 

EVA� methodology to measure results.

During 2006, the credit rating agency 

Standard & Poor’s maintained the 

credit rating for Ultrapar, as AA+ on 

a national scale and BB+ on a global 

scale, based mainly on the combination 

of favorable fundamentals of the 

company’s businesses, added to its sound 

fi nancial position over many years. The 

company’s global scale credit rating is 

just one notch below investment grade.

Business philosophy and strategy

Management fundamentals
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Corporate governance

In 2006, Ultrapar took another important 

step towards improving its corporate 

governance, designating different people 

for the roles of Chief Executive Offi cer and 

Chairman of the Board. In October Paulo 

G. A. Cunha announced that he would be 

leaving the post of Chief Executive Offi cer, 

remaining as Chairman of the Board - a 

post which he had occupied concurrently 

with that of Chief Executive Offi cer since 

1998. The company announced that his 

successor as Chief Executive Offi cer 

of Ultrapar, from January 1 2007, was 

Pedro Wongtschowski, who took over the 

responsibility of continuing to run Ultrapar, 

and grow the business on a sustainable 

basis. This move also represented an 

important step in terms of renewing the 

company’s Executive Board, with the 

nomination of João Benjamin Parolin as 

Chief Executive Offi cer of Oxiteno and 

director of Ultrapar. Parolin has been 

in the company for 25 years and was 

formerly Commercial Director of Oxiteno. 

The process of renewing Ultrapar’s 

Executive Board began in 2005, when a 

new head was appointed for Ultragaz 

and a new Chief Executive Offi cer was 

nominated for Ultracargo. This renewal 

process was completed in February 

2007, with the nomination of André 

Covre as Chief Financial and Investor 

Relations Offi cer. In this process the 

company followed a policy of mixing the 

experience of executives developed in 

house and new talent recruited in the 

market. This model provides internal 

career incentives and encourages 

company values, while at the same 

time bringing in people with different 

ideas, providing continual innovation 

Ultrapar was chosen to join Bovespa’s Corporate 

Sustainability Index (ISE), which is composed by 

shares of companies with a recognized commitment 

to social responsibility and corporate sustainability. 

Business philosophy and strategy
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Companies Circle. The study group 

is sponsored by the Organization 

for Economic Cooperation and 

Development – OECD – with the co-

operation of the International Finance 

Corporation (IFC) and Bovespa.

In recognition of the quality of its 

corporate governance by the market, 

Ultrapar was elected “Best Company 

in Corporate Governance in the Oil, 

Gas and Utilities Segment” in a ranking 

organized by MZ Consult – IR Global 

Rankings. Additionally, Ultrapar qualifi ed 

to join the ISE, Bovespa’s Corporate 

Sustainability Index, developed with 

several institutions – FGV, ABRAPP, ANBID, 

APIMEC, IBGC, IFC, the ETHOS Institute 

and the Ministry for the Environment. The 

ISE aim is to refl ect the return of a portfolio 

composed by shares of companies 

with a recognized commitment to social 

responsibility and corporate sustainability. 

To become part of the ISE, companies are 

evaluated from a corporate governance, 

economic-fi nancial, and social-

environmental responsibility perspective, 

as well as other general aspects. 

Tag-along rights and other benefi ts

Since its IPO in 1999, Ultrapar has 

been seeking to continually improve 

its corporate governance. In 2000, the 

company granted all its shareholders 

tag-along rights, a step which guarantees 

equal treatment for all shareholders in 

the event of the sale of control of the 

company. For the market as a whole, this 

same right became mandatory at the 

end of 2001 with the approval of the new 

Corporation Law – yet limited to 80% of 

the value of the offer and only for holders 

of voting shares. Ultrapar’s tag-along 

rights are more extensive, guaranteeing 

100% of the value of the offer to all 

shareholders with no discrimination.

In 2002, the Group provided additional 

benefi ts to its preferred shareholders, 

giving them the right to elect a 

representative to the Board of Directors. 

This was the way adopted to highlight 

the role of these shareholders in 

adding value to the company. In the 

same year, anticipating guidelines 

to be introduced by the CVM, the 

Brazilian securities commission, the 

company introduced the process of 

rotating its independent auditors.

Following the principles of alignment 

and commitment to the interests of its 

shareholders, in 2001 the company 

introduced the EVA� system of measuring 

profi tability in all its business units, the 

variable remuneration of the company’s 

executives is linked to the EVA�.

Code of ethics 

Ultrapar’s Code of Ethics began to 

formally exist in 2004, refl ecting practices 

that already existed in the company. 

The compliance with the Code was 

mandatory only to the Executive Board , 

which was responsible for disseminating 

it to the rest of the company. Despite 

being widely spread out, in 2006, aiming 

to improve the work of disseminating the 

combined with stability and safety, 

without deviating from the concepts and 

directives of a company which has been 

operating in the market for 70 years. 

The company’s main executives 

today have an average of 20 years 

experience in the fi elds in which they 

operate. The hierarchy of the company’s 

top management is simple, ensuring 

a fast decision making process.

Reinforcing its practice of transparency 

in releasing information to the market, 

Ultrapar is part of Bovespa’s Level 1 

Corporate Governance, while in the 

US, the company has Level 3 ADRs 

(American Depositary Receipt) listed 

on the New York Stock Exchange, which 

implies that the company’s fi nancial 

statements comply with Generally 

Accepted Accounting Principles in 

the United States (US GAAP) and that 

it adopts the corporate governance 

practices required by the regulatory 

bodies of the capital markets in the US. 

Ultrapar has made signifi cant advance 

in terms of obtaining certifi cation of 

effectiveness of its internal controls, in 

compliance with the requirements of the 

Sarbanes Oxley Act, result of intense 

work being carried out jointly by the 

company and the Audit Committee.

The company acts to encourage the 

development of good corporate 

governance practices in Latin America, 

participating in the Latin American 

Corporate Governance Roundtable´s 
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Code of Ethics, a work was carried out 

whereby all the company’s employees 

formally adopted the use of the Code. 

A folder containing a letter from the 

President and the text of the code 

was distributed to all employees, and 

each area manager was responsible 

for presenting and discussing the 

Ethics concept with the team.

The publication fulfi lls several objectives, 

such as limiting subjectivity in the 

interpretation of ethical principles and the 

formalization and institutionalization of 

a reference for the professional conduct 

of employees, including dealing with 

real or apparent confl icts of interest and 

compliance with anti-trust laws, becoming 

a standard to be followed for internal 

and external relationships with interested 

public audiences (shareholders, clients, 

employers, unions, partners, suppliers, 

service providers, competitors, society, 

government and the communities where 

the company operates). It also is intended 

to guarantee that the daily concern 

with effi ciency, competitiveness and 

profi tability include ethical behavior.

Board of Directors 

The Board of Directors is responsible 

for providing the general guidelines of 

business, defi ning objectives, strategies 

and directives, as well as evaluating and 

approving the results obtained. It also 

decides on the election of the Executive 

Board, any increase in capital – up to 

the limit of the authorized capital, the 

distribution of dividends and interest-on-

equity, the carrying out of investment and 

the nomination of independent auditors.

Elected at the Annual General 

Shareholders Meeting, the Board is 

composed by seven members, four of 

which are independent and two are 

former executive directors. One of the 

independent board members performs 

Business philosophy and strategy
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the role of representing the preferred 

shareholders. Board members meet 

once a quarter on a routine basis and 

on an extraordinary basis whenever 

convened by the Chairman or any of the 

board members. The minimum quorum 

required is of three members, one of 

which must be the Chairman or Vice-

chairman of the board. During 2006 the 

board met 10 times, 4 of them dedicated 

exclusively to strategic company matters.

Executive board 

Consisting of professionals with 

signifi cant experience in Ultrapar’s 

fi elds of operation, the Executive Board 

carries out the integrated management 

of the businesses in accordance with 

the guidelines defi ned by the Board of 

Directors. It consists of fi ve members: the 

Chief Executive Offi cer of Ultrapar, the 

Chief Financial and Investor Relations 

Offi cer and the Chief Executive Offi cers 

of Ultragaz, Oxiteno and Ultracargo. 

Each subsidiary has its own management 

structure, suited to its particular sector.

Ultrapar’ s philosophy is to make 

its executives shareholders of the 

company. To this effect, it carries out a 

stock ownership program, where those 

included have their preferred shares 

kept in treasury, benefi ting from all 

rights attached to the shares. Ownership 

is retained by the company for a 

determined period of time, and once 

this time has elapsed, ownership of the 

shares is transferred to the executive.

Fiscal council

In compliance with Brazilian Corporate 

Law and the Sarbanes-Oxley Act, 

Ultrapar maintains a permanent Fiscal 

Council, reporting to shareholders, 

which also performs the role of audit 

committee. Its members are highly 

qualifi ed, with experience in fi nance, 

law and auditing, having individual 

responsibility for what they attest to.

The ordinary meetings are held on a 

routine basis every quarter, and on an 

extraordinary basis whenever required. 

In 2006, the Fiscal Council met 13 times, 

working closely with Ultrapar’s internal 

audit team, supervising the work of 

obtaining certifi cation for controls in 

compliance with the Sarbanes-Oxley Act. 

It has fi ve members: a representative of 

minority shareholders, a representative 

of preferred shareholders and three 

representatives of the controlling 

shareholders. They are elected at the 

Annual General Shareholders Meeting 

and have renewable annual mandates. 

Voting capital / Total capital

 Common  Preferred 

 shares % shares % Total %

Ultra S.A.  32,646,696  66%   0   0%  32,646,696   40% 

Others 15,014,462   30%   2,482,161   8%   17,496,623   22% 

Free float  1,768,739  4%    29,413,351   92%  31,182,090  38%

Total 49,429,897 100% 31,895,512 100% 81,325,409 100%

Shareholder breakdown
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Management

Board of Directors 

Chairman 

Paulo Guilherme Aguiar Cunha

Vice-chairman 

Lucio de Castro Andrade Filho

Board members 

Ana Maria Levy Villela Igel

Nildemar Secches

Olavo Egydio Monteiro de Carvalho

Paulo Vieira Belotti

Renato Ochman

Fiscal Council

President

Flavio César Maia Luz

Members 

John Michael Streithorst

Mário Probst

Raul Murgel Braga

Wolfgang Eberhard Rohrbach

Executive Board - Ultrapar

Chief Executive Offi cer 

Pedro Wongtschowski

Chief Financial and Investor 

Relations Offi cer 

André Covre

Chief Executive Offi cer of Ultragaz

Pedro Jorge Filho

Chief Executive Offi cer of Oxiteno

João Benjamin Parolin

Chief Executive Offi cer of Ultracargo

Eduardo de Toledo

Executive Board - Ultragaz

Chief Executive Offi cer

Pedro Jorge Filho

Administrative Director and Comptroller

Cynthia May Hobbs Pinho

Director of Operations 

Wagner Dias do Patrocínio 

Marketing Director 

Oswaldo Francesconi Filho

Market Director 

Paulo José Marques Soares

Market Director 

Plínio Laerte Brás

Market Director 

Leandro Del Corona

Executive Board - Oxiteno

Chief Executive Offi cer 

João Benjamin Parolin

Administrative Director and Comptroller

Américo Genzini Filho

Industrial Director 

Flávio do Couto Bezerra Cavalcanti

Executive Board - Ultracargo

Chief Executive Offi cer 

Eduardo de Toledo

Market Director 

Ricardo Isaac Catran

Finance department

Chief Financial and Investor 

Relations Offi cer 

André Covre

Director of Treasury and 

Information Technology 

Marcello De Simone

Accounting Director 

Roberto Kutschat

Business philosophy and strategy

Corporate governance



34



Ultrapar Annual Report 2006 35

Every year Ultrapar reaffi rms its 

commitment to the principles of 

sustainable management and 

transparency in the relationship 

with its public audiences, building 

a value chain. Environmental and 

quality certifi cates, care for the health 

and personal development of its 

employees, and the requirement of 

similar practices on the part of 

its suppliers, are just some of 

the key elements which make 

up the company’s stance.

Relationship with strategic 

public audiences 

The company invests permanently in 

the development of reliable products 

and services, to minimize risks to its 

users and the public in general, taking 

every possible precaution to protect 

the environment. Its Code of Ethics is 

known by all the company’s employees 

– considered to be the most valuable of 

the company’s intangible assets – and 

guides the company’s relationship with 

its various interested public audiences: 

employees, shareholders, clients, 

suppliers, dealers, partners and society.

On the following pages, we describe 

the main actions and directives 

which guide Ultrapar’s relationship 

with its public audiences.

Internal Public 

The businesses of Ultrapar are examples 

of good practices in environmental 

care. Oxiteno, for example, was 

Brazil’s fi rst chemical company to 

comply with the SA 8000 standard, 

developed by SAI (Social Accountability 

International) and supervised by an 

international Council, which comprise 

businessmen, non-governmental 

organizations and union bodies.

This certifi cation attests to the quest for 

total quality in the company’s relationship 

with employees and suppliers, in 

aspects such as the guarantee of the 

absence of child labor, forced labor 

Relationship with stakeholders

Business philosophy and strategy

Relationship with stakeholders

Ultrapar’s relationship with its interested public audiences 

is based on ethical behavior, aiming mutual benefit, 

which results in the sustainable growth of the businesses.
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and discrimination, esteeming the best 

possible conditions with regard to health 

and safety, freedom to associate and 

the right to collective wage agreements, 

disciplinary practices, working 

hours, compensation and systems 

management. The company also acts 

as a multiplying agent, encouraging its 

partners to incorporate these standards 

in their management systems.

Employees of the company’s subsidiaries 

have benefi ts that go beyond the 

legislation. Variable remuneration is an 

important instrument to achieve growing 

levels of effi ciency and the alignment of 

interests, associated with the fulfi llment 

of performance indicators defi ned in 

annual targets set out by the Balanced 

ScoreCard (BSC�) and measures 

provided by Economic Value Added (EVA). 

Ultraprev, in turn, the private pension 

scheme maintained for all the 

company’s employees, aims to provide 

supplementary retirement income. 

In 2006, the company contributed 

R$ 3.4 million to the fund, while its 

participants contributed a further R$ 

6.6 million. At the end of the year the 

fund’s technical reserves, consisting of 

net worth and contingency reserves, 

amounted to around R$ 98 million.

Shareholders

Ultrapar maintains a transparent and 

interactive relationship with investors and 

shareholders, always seeking to publish 

accurate and precise information. In 2006, 

the company held approximately 170 

meetings with capital market institutions, 

both in Brazil and in other countries. 

In the beginning of 2007, Ultrapar’s 

investor relations site was elected the 

“Best Investor Relations Website” in the 

category of Small/Mid Caps by IR Global 

Rankings 2007, organized by MZ Consult.

Clients

Ultrapar’s philosophy is guided for the 

respect for clients, providing quality 

products and guaranteeing compliance 

to the highest social and environmental 

standards. The constant quest to improve 

operational conditions and meet the 

client’s requirements is expressed by 

the partnership relationship which the 

company has with its clients in seeking 

specifi c solutions for each client need.

A Technology Center maintained by 

Oxiteno, located in Mauá (SP), offers 

technical support to clients, with 

several laboratories and pilot plants 

which provide advanced analytical 

instrumentation for the development 

of products and special applications. 

The recent developments in LTS-OX and 

HTS-OX catalysts, approved in tests 

at the Petrobras refi nery in Duque de 

Caxias, and other specialties created 

for the cosmetic, agrochemical and 

detergent segments, among others, 

are examples of these partnerships.

Ultracargo has increasingly invested in 

in-house operations, where the company 

operates on the customer’s facilities and 

becomes responsible for the internal 

logistics of its processes, such as the 
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transport and delivery of raw material 

and parts of the process of feeding the 

production systems, fi nal packaging, 

internal handling, stock control, etc. 

Ultragaz supplies almost 10 million 

families in the residential segment. 

Sales to commerce and companies is 

the service called Ultrasystem – which 

involves the installment of a permanent 

gas tank remotely controlled by Ultragaz, 

and is also an example of developing 

a better service for the client and a 

partnership involving reliability and safety.

Suppliers and partners 

The relationship with suppliers and 

dealers (regarded as business partners) 

is oriented by ethical behavior, 

commitment to the environmental care 

– it is mandatory for dealers to maintain 

an environmental impact management 

plan – and the requirement not to hire 

minors under the age of 16, except 

under apprenticeship conditions.

To be contracted, suppliers submit 

themselves to an evaluation which 

includes, among other factors, production 

capacity, the quality of its processes, 

products and services, and  compliance 

with the applicable legislation.

The three business units seek to 

strengthen the sense of partnership 

through encouragement and direct 

investment in the development of service 

providers. At Ultracargo, for example, 

safety and training campaigns in the 

transport and handling of dangerous 

products are extensive to outsourced 

companies who render services. 

Oxiteno, in turn, organizes an annual 

Business philosophy and strategy
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identify, develop, disseminate and update 

concepts of modern management that 

are relevant to the company and its 

independent dealers. The courses are 

developed internally and in partnership 

with universities and well-known 

consultancy fi rms. This initiative resulted 

in the company being awarded with the 

“Marketing Best 2006” prize, by the São 

Paulo School of Business Administration, 

which is part of the Fundação Getulio 

Vargas. In addition to this program, 

from 1998 on independent dealers also 

have had access to the SOMAR project 

(marketing solutions applied to resales), 

dedicated to improving profi tability 

throughout the chain, helping in the 

evaluation of operational procedures, 

with the aim of improving effi ciency.

Society 

Ultrapar’s social activities have the 

philosophy of helping to improve and 

disseminate education, as a way of 

award event to reward the best 

performance on the part of the transport 

companies it uses, with the aim of 

ensuring continual improvement in the 

standards of service to its end-clients.

The relationship with Ultragaz’s 

independent dealer network, started 

to include, since 2006, training at the 

Academia Ultragaz, previously only 

available to the company’s internal 

public. Academia Ultragaz aims to 
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The Ultra Institute has developed many 

other initiatives related to the Volunteer 

Program. In four years of existence, the 

institute has carried out 26 campaigns 

for the collection and donation of blood, 

as well as collecting almost 4,000 kg of 

donated food, among other initiatives.

Through its subsidiaries, Ultrapar seeks 

to carry out initiatives mainly in regions 

close to its units, where it is possible to 

better identify the needs and potentials 

of the local public. Oxiteno, for example, 

has a program named the “Oxiteno 

Reading Incentive Program” and 

provides cultural incentive by sponsoring 

plays and other activities in the areas 

close to its production facilities.

Among the many initiatives of Ultragaz in 

2006, extremely relevant was the ongoing 

partnership with the NGO Avisa Lá, which 

has developed a continuing project of 

teachers training in Mauá (SP) which 

has benefi ted 6,500 students in seven 

public schools; the City Kitchen Program, 

which has trained 120 youngsters from 

the state of Bahia for the labour market; 

the incentive provided to the Coral 

Pequena Cidade and Pequeno Cidadão 

projects in Ribeirão Preto (SP), which 

since 1996 have offered supplementary 

education to students of public schools.

social inclusion. In addition to allocating 

funds to initiatives which help to improve 

the quality of life in the communities, 

the company’s employees are also 

involved in several programs and 

campaigns aimed to improve education.

The company’s main social project is 

Ultra Formare, a free training school, 

based in the company’s headquarters in 

São Paulo, which prepares youngsters 

from low-income families to act as 

administrative assistants. It reproduces 

the working environment so the students 

are able to put into practice the theory 

they are taught. The youngsters get a 

certifi cate recognized by the Ministry 

of Education and, during the course, 

they receive benefi ts such as: a monthly 

student grant, in accordance with the rate 

of attendance and grades obtained in 

their regular school; transport vouchers, 

when necessary; meals in the company 

restaurant; life-insurance; monthly food 

basket; uniform; school material; and 

access to Ultrapar’s doctor and dentist.

In 2006, the fi fth group of students 

selected from public schools in the Bela 

Vista district in São Paulo concluded the 

course, tutored by company employees 

on a voluntary basis, who, as with 

students undergo a selection process. 

A total of 94 youngsters have taken 

courses from 2002 to 2006 – eight were 

hired by companies and partners of 

Ultrapar, and the others were placed 

in several companies in the region, 

immediately after the course conclusion. 

More than 10 are currently studying at 

universities. About 70 company volunteers 

take part in the project every year.

Business philosophy and strategy
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Social balance sheet

     2006

Amount (‘000 Reais)

1) Calculation base

 Net sales (NS)   4,794,048 

 Operating profit (OP)    361,929 

 Gross payroll (GP)    264,320

   Amount % of Gross % of net

   (‘000 Reais) payroll sales   

2) Internal social indicators

 Food  33,916  12.8% 0.7%

 Compulsory social charges  94,432  35.7% 2.0%

 Private pension  3,337  1.3% 0.1%

 Health  36,623  13.9% 0.8%

 Safety and medicine in the work place  4,275  1.6% 0.1%

 Education  820  0.3% 0.0%

 Training and professional development  4,507  1.7% 0.1%

 Employee profit sharing  37,507  14.2% 0.8%

 Others  11,536  4.4% 0.2%

Total - internal social indicators  226,953  85.9% 4.7%

  

   Amount % of Gross % of net

   (‘000 Reais) payroll sales   

3) External social indicators

 Education  261  0.1% 0.0%

 Culture  435  0.1% 0.0%

 Others  6,824  1.9% 0.1%

Total contributions to society  7,520  2.1% 0.1%

 Taxes (excluding social charges)  93,034  25.7% 1.9%

Total - external social indicators  100,554  27.8% 2.0%

4) Environmetal indicators   

 Related to company operations  4,429  1.2% 0.1%

Total investment in the environment  4,429  1.2% 0.1%
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Concern with the environment is part of 

Ultrapar’s commitment to the sustainable 

development of its businesses and society.

Business philosophy and strategy

Environment

Ultrapar’s concern with the environment is 

part of its commitment to the sustainable 

development of its businesses and of 

society as a whole. The operations of 

its three subsidiaries all include the 

management of risks in respect to the 

environment in neighboring communities.

This care is evident in the maintenance 

of installations and operations in 

compliance to the terms of the 

respective laws and federal, state and 

municipal regulations governing the 

protection of the environment, as well 

as the adoption of specifi c international 

environmental control standards. Each 

company has a combination of programs 

for control and compliance to safety 

and quality standards, in accordance 

with their respective segment.

The Ultragaz Fator Azul Operacional (FAO) 

establishes environmental, quality and 

operational safety directives, covering all 

the units across the country. In 2006 new 

effl uent treatment stations were installed at 

13 of the 15 fi lling plants and in 2007, the two 

remaining ones will also be equipped to the 

same standard. In addition to improving the 

control of liquid effl uents, these treatment 

stations improve the system of water re-use 

in the cylinders painting cabins, saving 

water in the process. The company also 

uses PARE – an internal accident prevention 

program – and maintains programs for 

the recycling of garbage and raising 

awareness in the community of the risks 

associated with the handling of LPG.

Both Oxiteno and Ultracargo are 

signatories of the Responsible Care 

Program sponsored by the Brazilian 

Chemical Industry Association (Abiquim), 

aimed at chemical industries and 

their partners. The program defi nes 

the standards to be followed in terms 

of product management, safety, and 

interference with the environment.

Environment
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The petrochemical complexes where 

the two companies operate have 

contingency plans in place, with the 

participation of all the companies in the 

complex. Specially trained brigades, 

interconnected alarm systems and 

preparation of leaders in the neighboring 

communities for emergency situations, 

are just some of the measures taken. 

At Oxiteno, the headquarters and 

the Camaçari, Mauá, Tremembé and 

Triunfo industrial units all hold ISO 

14001 Certifi cates. The SIGO program 

(Oxiteno integrated management 

system) ensures that new products 

and projects are developed in 

accordance to the company’s health, 

safety, environmental, quality and 

social responsibility standards.

The adoption of Six Sigma methodology 

made possible the development of 

programs to reduce water consumption 

and the production of residues, among 

other initiatives. Camaçari and Mauá 

facilities have electricity co-generation 

programs, which make use of the steam 

generated in the production process.

Camaçari plant sells carbon dioxide 

(CO2) generated in the ethylene oxide 

production process, collecting CO2 

directly from a pipe connected to the 

oxide tower and running 40 km to the 

location where it is injected into oil wells 

to facilitate extraction. This operation 

reduces the emission of greenhouse 

gases. On average, this prevents 

36,500 tons/year of carbon dioxide 

being emitted into the atmosphere.

Oxiteno extends its environmental policy 

to the development of its products. 

A recent achievement was ECOX, a fl uid 

used in the drilling of oil wells, free of 

salt sodium chloride, which reduces the 

impact on the environment, as fl uids 

that use salt damage the fertility of the 

soil around the wells being drilled. In 

2006 Petrobras carried out drilling tests 

in fi ve wells in the Northeast of Brazil 
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using this new fl uid and confi rmed 

that the key functions of the drilling 

fl uid were maintained or exceeded.

Ultracargo has adopted various 

programs to ensure safety in its 

operations involving dangerous chemical 

products under its responsibility. It has 

a team of safety and environmental 

technicians specially trained to deal 

with any situation, inside or outside the 

terminals and affi liates and has an 

emergency team properly equipped 

and trained for any incidents that occur 

in the transport or storage of products. 

It also has a special emergency 

vehicle to cope with accidents or 

problems on the highways.

The company was the fi rst in Brazil to 

achieve certifi cation under Abiquim’s 

SASSMAQ system (system for the 

evaluation of safety, health, quality 

and the environment) in 2001. It was 

recertifi ed, for the third time, in 2006. 

The Paulinia unit holds ISO 14001 

certifi cation, while the Aratu unit is 

undergoing the certifi cation process. 

The Santos Terminal was built to comply 

with all the existing maximum safety 

and environmental standards, with a 

minimum level of atmospheric emissions.

At the terminals, Ultracargo is regarded 

as a national benchmark, with just 

one accident involving time off work 

in 2005 and 2006. At these locations, 

procedures are adopted to detect and 

prevent terrorist attacks, in compliance 

with the standards of the International 

Ship and Port Facility Security Code 

(ISPS Code). This is an international 

corporation protocol which involves 

maritime and port sectors and national 

governments, created after the 

September 11 terrorist attacks. Software 

containing a human resources database, 

controls all access to the terminals.

Business philosophy and strategy

Environment
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Recognition, awards and certificates 

The awards and certificates Ultrapar received 

consolidate the leading position of its companies 

for their quality and client oriented services.
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Business philosophy and strategy

Recognition, awards and certificates 

Ultrapar

Certifi cates and indexes

Prêmio MZ Consult IR Global Rankings 

Best Company in the Oil, Gas 

and Utility Segment (2006)

Bovespa Corporate Governance 

Level 1 

ITAG

Share index for companies with differentiated 

tag along rights for shareholders

IGC

Share index for companies with differentiated 

corporate governance practices 

ISE

Bovespa corporate sustainability index 

Ultragaz

Certifi cates

ISO 9001 (2000, in all bases)

Recognitions and awards

Top of Mind for Brasilgas, in 

Bahia, for the 8th time 

Top of Mind in Santos, SP, 

for the 2nd time (2006)

Marketing Best 2006, by FGV SP

PPQG

São Paulo award for quality 

management– bronze medal (2006)

Quality standard award in Business-

to-Business in the category of Public 

Services by B2B Magazine

Oxiteno

Certifi cates 

SSMA

Abiquim - Responsible Action Program�

ISO 9001

ISO 14001

ISO/TS 16949

ISO/TS 16949

SA 8000 

IRAM-AITA seal

(Argentinean Institute for the standardization 

and association of engineers to the 

automotive industry), referring to brake fl uids

Approved aeronautical product, attested 

by the Technical Aerospace Centre 

Kosher Certifi cate

Recognitions and awards

Camaçari Petrochemical complex award 

for health, safety and the environment

Five stars for the second time (2005 and 2006)

Paint & Painting 

Best Supplier of Oxygenated 

Solvents (2001, 2004 and 2006)

 

Abiquim export award, in the category 

of the Club of Major Exporters, 

Abiquim technology award 

honorable mention for ECOX -

ecological perforation fl uid 

Ultracargo

Certifi cates

ISO 9001

SASSMAQ Abiquim

system for the evaluation of safety, 

health, quality and the environment 

ISO 14001

Paulínia unit

Recognitions and awards

DowGol 2006

Excellence in the transport of bulk freight and 

an honorable mention for storage services 

COFIC Award 

Camaçari committee for the encouragement 

of safety practices – 1st place in 

the annual safety awards (2006)

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•
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In 2006, Ultragaz experienced strong 

growth, with positive outlook for 2007. The 

implementation of an important program 

to improve its distribution structure in the 

residential segment was an essential 

factor in achieving this expansion, which 

was supported by a more favorable 

environment in Brazil’s LPG market, 

particularly in terms of the improvement 

of the income level of the population, with 

access to government social programs. 

In the bulk segment, uncertainty about 

continued supply of natural gas from 

Bolivia has caused commercial and 

industrial sectors to turn again to 

LPG, due to its reliability of supply.

EBITDA reported for the year amounted 

to R$ 281 million, up 44% from 2005. 

Net revenues totaled R$ 3,067 million 

in 2006, up 6% from 2005. The recovery 

in profi tability can be seen in the ratio 

of EBITDA/ton, which amounted to 

R$ 182 in 2006, up 43% from 2005.

Total sales volume amounted to 1.5 million 

tons in 2006, up 1% on the previous year, in 

line with the performance of Brazil’s LPG 

market as a whole. The increase in sales 

volume concentrated in the residential 

segment, infl uenced by the increased in 

the purchasing power among the low-

income population. Evidence of this is the 

higher increase seen in sales volume in 

the Northeast and Central West of Brazil, 

where a larger number of families are 

included in government social programs. 

Sales in the bulk segment remained 

stable when compared to 2006. 

Program of distribution 

structure review

Ultragaz underwent a major expansion 

process after the deregulation of the 

LPG market in the 90s, beginning 

operations in new regions, before 

reaching, after the acquisition of Shell 

Gás in October 2003, the current scale of 

operations. Having consolidated this new 

Supplying approximately 10 million homes 

and more than 30,000 companies, Ultragaz is 

Brazil’s market leader in LPG distribution.

Overview of operations

Ultragaz

Ultragaz
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operational scale, the internal process 

of optimizing assets and reducing costs 

was intensifi ed, characterized by the 

constant quest for operational excellence, 

an essential component of the company. 

This process ended up in a program 

for the improvement of its distribution 

structure consisting of a combination 

of initiatives aimed at optimizing the 

distribution system and making better 

use of operational assets. The result will 

be a differentiated system of managing 

sales channels, generating signifi cant 

gains in EBITDA for the company.

The initiatives aimed at managing 

the sales channels is based on the 

implementation of a system for the 

evaluation and analysis of opportunities 

to improve sales channels to all markets. 

The system optimizes not only direct sales 

to the consumer, but also to independent 

dealers, in such a way as to identify 

opportunities for optimization to all 

existing sales channels and maximize 

earnings growth for the company and 

its independent dealer network.

This differentiated sales channel 

management resulted in the 

transformation of the logistics 

infrastructure, optimizing total costs 

along the supply chain. Optimization was 

carried out in the production structure, 

adapting fi lling plants to the new realities 

of the market. Finally, seeking to increase 

the scale of operations, a benchmarking 

study was carried out for the contracting 

of freight services, which also resulted 

in signifi cant savings for the company.

Innovation and pioneering stance 

During 2006 a number of projects 

were carried out which show the 

innovative essence of Ultragaz 

and its pioneering stance in the 

implementation of technological solutions 

which add value to its operation.

One of the most important of these 

projects was the unifi cation of the 

call centers into one 0800 (toll-free) 

National Call Centre in Salvador, 

open 24 hours a day, receiving around 

13,000 calls on a daily basis.

At the same time, Ultragaz was part of 

the fi rst group of Brazilian companies 

to adopt electronic invoicing 

(NF-e). The adoption of NF-e in various 

states, resulted in both cost and work 

reduction. In addition to the operational 

and fi nancial gains, the introduction 

of NF-e at Ultragaz resulted in the 
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First Prize for Quality in Business-to-

Business in the public services category, 

granted by a B2B Magazine.

Versatility in different payment methods 

also undergoes constant innovation. In 

2006 a gas voucher card was introduced 

– Vale Ultragaz, for employees of  

different companies, deducted from their 

payrolls, applied initially to the market 

in Duque de Caxias (RJ). Vale Ultragaz, 

distributed by major retail chains in 

various parts of the country, was also 

expanded to workers’ cooperatives. 

The Alfa Regional Cooperative, for 

example – composed of more than 

15,000 families in 75 municipalities in 

the state of Santa Catarina, signed 

up to the Vale Ultragaz. Payment 

condition through a direct credit and 

debit card, with a designated delivery 

time and date, was also launched in 

the western zone of Rio de Janeiro.

In the bulk segment, of particular note 

was the expansion in the individual 

measuring system Conta-Única, a service 

developed by Ultragaz and introduced in 

2005 for residential condominiums, with 

individualized accounts for each unit. After 

a little more than one year since being 

introduced, Conta-Única now covers 

more than 700 residential condominiums, 

representing approximately 44,000 

separate autonomous units.

The current asset confi guration consists 

of 15 fi lling plants, 21 storage plants, 

84 company-owned retail stores, 

4,000 independent dealers and more 

than 1,500 vehicles – a structure which 

accounts for the sale of approximately 

7 million cylinders a month.

Quality

In 2006 Ultragaz made progress in 

its quest for excellence, aiming to 

become a World Class company, and 

an international benchmark in the LPG 

segment. In January, the company 

signed an agreement for the creation 

of an LPG Global Technology and 

Innovation Alliance, in partnership 

with leading companies in the Turkish 

and Australian markets. A Technology 

Committee was formed to deal with 

projects related to this Alliance. 

Ultragaz already participates on the 

World LP Gas Association and the 

Ibero-Americana LPG Association.
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Participating for the fi rst time in the 

São Paulo Quality Management 

Awards (PPQG), the Mauá (SP) 

unit was awarded a bronze medal. 

The award functions as a kind of 

preparation for the National Quality 

Awards (PNQ), granted by the National 

Quality Foundation to World-Class 

companies. The Mauá unit is improving 

its processes in the area of safety, 

technology and quality management, 

among others, to create a model to be 

replicated among Ultragaz’s units.

Other major awards received during 

the year were: the Top of Mind award 

for Ultragaz and Brasilgás (subsidiary 

of Ultragaz in Bahia) in several 

locations, including Bahia, for the 

eighth consecutive time and Santos 

(SP), for the second consecutive year. 

The Marketing Best 2006 award was 

granted by the Fundação Getúlio 

Vargas to Ultragaz for the setting up 

of the Ultragaz Dealers’ Academy. 

Ultragaz units location map
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Oxiteno

Historically responsible for 50% of 

Ultrapar’s EBITDA, Oxiteno’s results 

in 2006 suffered strong pressure from 

unfavorable macroeconomic variables, 

due to the continuing adverse scenario 

imposed from 2005 on, characterized 

by high oil prices, appreciation in the 

Brazilian Real and the modest rate of 

growth in the Brazilian economy.

To cope with this scenario, Oxiteno 

developed a combination of strategic 

initiatives to resume sustainable growth, 

which began to show in the company’s 

results as from the second half of the year. 

To bring about a recovery in earnings in 

the short term, a series of commercial 

initiatives were undertaken to increase 

the sale of products with a higher added 

value, while speeding up the introduction 

of new products, particularly in strong 

growth segments in the domestic market.

As a result of these initiatives, Oxiteno 

achieved a better geographical and 

product mix, with a higher proportion 

of specialty chemicals and sales to the 

domestic market. The volumes sold 

amounted to 525,000 tons, with growth 

of 6% in the domestic market, twice 

the rate of expansion of the Brazilian 

economy. Canamex’s sales volume 

increased by 49%, which, in addition to 

the commercial initiatives taken by the 

company, contributed to increasing the 

volume of specialty chemicals sold by 13%. 

EBITDA at Oxiteno amounted to R$ 192 million 

in 2006, 36% down from the previous year, 

but presenting expansion over the year, with 

a resumption in growth in the last quarter, 

when compared to the previous year. 

The quest for achieving growth through increase 

in scale and the use of outstanding technology 

motivated the company to carry out a US$320 million 

investment plan, for the expansion of ethylene oxide 

and specialty chemicals production capacity.

Overview of operations

Oxiteno
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As from August 2006 a new ethylene 

supply contract was agreed with 

Braskem, guaranteeing supplies for 

the next 15 years and expanding the 

availability of ethylene by 68,000 tons 

a year for Oxiteno’s plant in Camaçari 

(BA) from 2009 on, 13,000 tons of 

them will be supplied already in 2007. 

The new contract, together with an 

increase in the supply of ethylene 

for the plant located in Mauá (SP), 

will allow ethylene oxide production 

capacity to be expanded by 40%.

Growth

To address the sustainable growth 

over the next few years, as well as 

reinforce its competitive advantages 

in the ethylene oxide market, Oxiteno 

is implementing a US$ 320 million 

investment plan which includes:

The building of the fi rst fatty 

alcohols plant in Latin America

Expansion of ethylene oxide 

production capacity 

Expansion of specialty chemicals 

production capacity

•

•

•

An increase in production of 90,000 

tons of ethylene oxide is expected at 

Camaçari, from 2009, and 38,000 tons 

at Mauá, from 2008, which will support 

the growth in demand in the domestic 

market over the next few years.

Another major investment is taking 

place in the area of correlated 

products: the building, at Camaçari, 

of the company’s fi rst fatty alcohols 

plant, with an investment of US$ 120 

million, for the production of 100,000 

tons/year. The plant will be in global 

scale and will use raw materials from 

renewable resources – palm kern oil 

and coconut oil. Today, Oxiteno is the 

largest consumer of fatty alcohols in 

Brazil, reacting the product with ethylene 

oxide to produce specialty chemicals 

mainly for the cosmetics, detergents, 

textile and agrochemical markets.

With the new plant, Oxiteno will reach 

an similar level of the world’s fi ve largest 

fatty alcohols producers – Sasol, Shell, 

Cognis, KAO and P&G, none of whom 

have plants in Latin America, currently 

supplied with imports. The start-up 

of operations at the fatty alcohols 

plant in the second half of 2007, and 

the expansion to specialty chemicals 

production capacity, will begin to produce 

an increase in volume from 2008 on.

International operations

Aligned with the latest global trends, 

Oxiteno is keeping pace with the moves 

in the chemical industry. Companies 

are concentrating on a smaller number 

Oxiteno units location map
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of core businesses, in increasing the 

degree of specialization. And this is also 

the route being chosen by Oxiteno: to 

advance in new geographical areas, in 

products and markets that are similar 

or complementary to those already 

dominated by the company, using its 

technology and customer relationships 

to generate value to the new operation.

To make international expansion 

possible, regular work is done to identify 

strategic opportunities to leverage the 

company’s growth and position it as a 

global producer of specialty chemicals. 

As a result, the internationalization 

process began in the end of 2003 with 

the acquisition of Canamex, in Mexico, 

where it was possible to demonstrate the 

portability of the company’s management 

model and Oxiteno’s outstanding market 

knowledge. EBITDA at Canamex in 

2006 practically doubled the EBITDA 

in 2004. Under Oxiteno management, 

new products were introduced into 

the Mexican market, allowing the 

company to enter into two new segments 

– agrochemicals and oil –while sales 

were increased to the markets already 

previously served by Canamex. Global 

clients of Oxiteno in Brazil were supplied 

by Canamex in Mexico, based on 

Oxiteno’s product technology and 

differentiated service. Today the systems 

for the development of new products 

and the technological database of 

Oxiteno in Brazil and its Mexican 

subsidiary are completely integrated, 

allowing coordination between the 

R&D centers in both locations. Another 

front of expansion begun in 2006, 

with the project to open commercial 

offi ces in other countries. Oxiteno’s fi rst 

commercial offi ce outside Brazil was 

opened in Argentina. The growth in the 

Argentinean market and the increase 

in demand from the company’s clients 

were the main reasons for the setting up 

of a formal presence in that country. 

In 2007 and 2008, the company plans 

to open commercial offi ces in Europe, 

the United States and Asia. In addition 

to expanding Oxiteno’s presence 

in these markets –to facilitate the 

handling of existing exports, specially 

of products with a higher added value 

–, the company’s presence in these 

locations allows it to prospect for further 

opportunities in terms of expanding 

business and making acquisitions.

Innovation for sustainability 

For the long term, Oxiteno is mapping 

out its future by seeking to guarantee 

access to raw material at a competitive 

cost. One initiative towards this goal is 

the development, with Petrobras, of the 

Comperj project – the future Brazilian 

petrochemical complex in Itaboraí (RJ). 

The project was conceived by Oxiteno, 

in 2002, and presented to Petrobras, 

introducing an innovative concept of 

using heavy crude oil as an input for 

basic petrochemicals. On another front, 

the company is heavily investing in the 

research and development of renewable 

sources of raw material – known as 

green chemicals. The fi rst initiative is 

already taking shape in the form of 

the new fatty alcohols plant. In 2006, 

Oxiteno made signifi cant progress in 

the analysis of the feasibility of using 

ethanol to obtain oxigenated solvents 
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and glycols. Additionally, in a pioneering 

move, Oxiteno has launched a series 

of green chemical research projects 

in alliance with FAPESP and BNDES.

A nanotechnology program, which covers 

areas such as catalysts, agrochemicals 

and nanocomposites of thermoplastics, 

is also going on at the R&D unit in Mauá 

(SP). Well-known universities such as 

Unicamp, UFSCar, UFCG and UFRJ are 

partners of the company in this project.

About 10% of the company’s employees 

work in the area of research, 

development and engineering – 

a signifi cant percentage in international 

terms and with absolutely no comparison 

to any other Brazilian chemical company. 

Always at the leading position in its 

development, the company has a 

Science and Technology Committee 

which brings together major international 

specialists in the area of surfactants. 

They meet once a year to evaluate market 

trends, as well as to develop projects 

and research electronically. At the last 

meeting, in October 2006, the specialists 

indicated growth opportunities in the 

area of surfactants and oleochemicals 

– which covers the area of fatty alcohols.

Overview of operations
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Ultracargo

Founded in 1966, in 2006 Ultracargo 

celebrated 40 years of existence, defi ning 

a new strategic positioning in the market, 

which will guide the company’s growth 

over the next few years. The result of 

this restructuring was the decision to 

widen the company’s scope of services 

to segments other than just chemicals 

and fuels, also increasing the range 

of its various transport mode options, 

making a series of differentiated 

services available. It also decided 

to discontinue certain operations, 

which in some instances resulted in 

a temporary reduction in revenue, 

as well as extraordinary expenses. 

In parallel, the company worked on 

consolidating new operations, specially 

the Santos Intermodal Terminal – TIS.

In operational terms, Ultracargo’s 

average storage capacity in the gas and 

liquids segment amounted to 240,000 

cubic meters, 8% higher than in 2005. This 

increase was due to the consolidation of 

the new operations, mainly at TIS and the 

Montes Claros Intermodal Terminal (TIM). 

The Montes Claros terminal, for example, 

set a new record with the handling of 21 

million liters of fuel, in October 2006 – 309 

railcars were unloaded and 1,213 trucks 

loaded. The constant growth in these 

operations consolidates Ultracargo in 

the integrated fuel logistics segment. The 

operations of TIS have been expanding 

signifi cantly, as a primary result of growth 

in ethanol exports, the main product 

handled at this terminal. Operations 

involving chemical products reached 

full capacity in the second half of 2006.

The kilometrage traveled during the 

year was down 19%, at 43 million 

kilometers. This reduction was the 

result of the decision to reduce 

operations in certain segments.

Due to the maturing of investments and 

new strategic positioning, new business 

opportunities will result in earnings growth.

Overview of operations
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EBITDA and net sales at Ultracargo 

amounted to R$ 38 million and R$ 226 

million, respectively, lower than the fi gures 

reported in 2005. Despite the gradual 

and steady growth in operations at TIS, 

Ultracargo incurred extraordinary costs 

and expenses as a result of discontinuing 

certain transport operations.

New strategic positioning 

The defi nition of a new strategic 

positioning by Ultracargo was a natural 

route for the company to take: in the 

beginning it was a company which 

transported chemical products; it then 

made the transition to the introduction of 

storage facilities as part of its services, 

which included strategic assets spread 

throughout Brazil; and then, with its vision 

and innovative spirit in generating value 

for its clients, the company created 

several new modes of operation, making 

good use of its extensive knowledge 

accumulated over the last four decades. 

It can be said that Ultracargo has 

been developing the capability of 

managing increasingly complex systems 

– from transport, storage, differentiated 

logistics services, up to integrated 

logistics management. This type of 

operation necessarily involves a high 

level of excellence in the providing of 

services and a fair amount of constant 

innovation, to offer clients a service which 

is both differentiated and valuable. 

Ultracargo has invested particularly 

on three fronts, described below, to 

prepare for a new growth cycle:

Fixed structure – since 2004, the company 

has carried out investment in the building 

of new intermodal terminals: Tatuí (TIT) 

and Santos (TIS), both in São Paulo and 

Montes Claros (TIM), in Minas Gerais. 

Internal reorganization – it has carried 

out adjustments to structure and 

processes. One of the fi rst measures 

taken was the introduction of a trainee 

program, in 2003. Subsequently, it 

carried out the restructuring of its 

support areas, with the creation of a 

project department, in 2004 at 2005. 

At the same time, the management 

of the company was renewed.

Operational excellence – and in 

preparation and support for future 

growth, in 2006 the company adopted 

the Balanced Scorecard (BSC�) system 

to follow strategic directives. Since 

•

•

•

Ultracargo units location map
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2006, with completion scheduled 

to 2007, the company has been 

introducing the new Integra system 

of integrated management.

Broadening scope 

The broadening of the company’s scope 

of operations, originally just chemical 

products and fuels, was another step 

taken by Ultracargo as part of its new 

positioning, starting to include the 

transport of every type of bulk cargo 

which requires special care and quality 

in its handling, transport and storage.

Many new business opportunities 

appeared in 2006. In March, a contract 

was signed with the British company 

Air BP for the transport and control of 

aviation fuel and lubricant stocks at 

the airports in Brasilia, Goiânia, and 

for 2007, Guarulhos and Galeão. The 

company began integrated logistics 

operations for its client Mossi & Ghisolfi , 

at Suape, to serve the largest PET resin 

manufacturing plant in the world, and the 

fi rst operation in the area of bulk solids 

outside Brazil, with an operation for FCC 

S/A, in Argentina. Ultracargo already 

takes care of internal and external 

logistics for this client in Brazil, and 

extends the same service to the company 

in Argentina. Up to that time, Ultracargo’s 

international operations had been 

restricted to transport services to Chile.

To assist in broadening the scope of 

its operations, the Suape terminal has 

been made a customs post. This status, 

rarely used in Brazil, allows the storage 

of an imported product in a bonded 

warehouse, allowing the payment of 

import duty to be delayed for a longer 

period, or paid in lots, as the product is 

removed from the warehouse. This status 

constitutes a competitive differential for 

the company to be used in operations 

for multinational companies.

Recently, Ultracargo has made progress 

in the food segment and is looking at 

internationalizing this service. It has, 

for example, consolidated transport 

of bulk fl our, started in December 

2005, for a company in Sumaré (SP).

Versatility in types of transport packaging 

is another differential of Ultracargo. The 

transport of bulk fl our, for example, used 

to be carried out in big bags, and now 

uses liners and containers, reducing 

the number of steps in the process. In 

the sugar segment, the company is 

taking a pioneering stance in the bulk 

loading of this product into containers 

for export, with an eye on the European 

market, which requires this type of 

packaging for sugar. In January, tests 

were carried out with this type of loading, 

in Paulínia (SP), for shipment to Israel.

Overview of operations
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•

•

•

•

•

Strategic assets 

Ultracargo’s assets constitute 

a major differential due to their 

strategic locations and scale of 

operation. Currently, Ultracargo 

maintains operational bases in:

Camaçari and Aratu (BA); 

Capuava (Santo André), 

Paulínia, Santos and Tatuí (SP); 

Montes Claros (MG);

Suape (PE). 

In 2007 Ultracargo will be starting 

or consolidating new operations, 

in Camaçari, Suape and Aratu. In 

Camaçari, the storage of 5000 m2 

doubles existing capacity, enlarging 

the service offered to new clients, as 

well as opening up the possibility of 

using new modes of transport, being 

located beside the Centro-Atlântica 

railroad. Also in Bahia, expansion is 

being carried out at the Aratu terminal 

for the storage of palm kern oil, the raw 

material for Oxiteno’s new fatty alcohols 

plant. At Suape, expansion of storage 

capacity has been carried out and 

completed in December 2006, serving 

the new plant of Mossi & Ghisolfi .
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Earnings review

Ultrapar’s consolidated operational 

cash generation (EBITDA), on average 

over the last 5 years, has been 50% 

from Oxiteno, 43% from Ultragaz and 

7% from Ultracargo. Ultrapar has a 

current market capitalization of R$ 

4 billion. It has a sound fi nancial 

position, with a cash position of R$ 1.6 

billion in December 31, 2006, without 

net debt. Among other differentials, 

the company has an excellent 

rating, equivalent to that of Brazilian 

sovereign risk according to Standard 

& Poors, a corporate governance 

policy which is widely recognized 

by the market and major growth 

opportunities for the next few years.

In general, the operational-economic 

environment in 2006 faced the same 

challenges as those in 2005 - modest 

performance by the Brazilian economy, 

appreciation of the Brazilian Real and 

climbing oil prices. In the domestic 

market, Brazilian Gross Domestic Product 

- GDP grew by 2.9% in 2006, slightly 

higher than the GDP growth of 2.3% in 

2005, despite the gradual reduction 

in basic interest rates. On the other 

hand, income transfer programs and 

an increase in minimum salaries have 

resulted in more disposable income 

among the population, which, in addition 

to the reduction in interest rates and 

expansion in credit, have also resulted in 

an increase in consumption expenditure 

among the lower-income population. 

The international scenario continues 

to be favorable for exports, with the 

global economy continuing to expand 

strongly. However, the 11% appreciation 

of the Real against the US dollar, the 

third consecutive year of appreciation 

of the exchange rate, continued to 

adversely affect the competitiveness 

of Brazilian industry. Additionally, the 

rise in the international crude oil prices, 

which increased from an average of 

US$ 54/barrel in 2005 to US$ 65/barrel 

Earnings review and outlook

Earnings review  

Ultrapar is resuming its growth and is continuing to invest, 

despite the weak performance of the Brazilian economy 

and the continuing unfavorable international scenario, 

with the high prices of oil and oil derivatives. 
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in 2006, has resulted in cost pressure 

throughout the global economy, 

particularly in the petrochemical industry.

During 2006, Ultrapar made signifi cant 

progress in its earnings growth plan, 

with the introduction of strategic 

initiatives in its businesses to deal 

with the scenario imposed in 2005, 

when a series of macroeconomic 

and sector-related factors combined 

adversely affected the company. 

Both short and long-term initiatives were 

implemented, strengthening growth 

through increased scale, differentiation 

in technology and increasing focus of 

the optimization of costs and expenses. 

Ultragaz begun a program to improve the 

company’s distribution structure, which in 

2006 resulted in a 44% improvement in this 

business EBITDA. At Oxiteno, marketing 

initiatives were reinforced to compensate 

for rising costs –a refl ection of the 

climbing oil prices – and the appreciation 

of the Real, resulting in higher sales 

volumes with a greater added value, 

which resulted in a resumption in EBITDA 

growth in the last quarter of the year. 

In the second half of the year, initiatives 

implemented during 2006, both 

at Ultragaz and Oxiteno, enabled 

Ultrapar to show an improvement in 

EBITDA when compared to the same 

period a year earlier, ending the fourth 

quarter with EBITDA up 33% compared 

to the fourth quarter of 2005. As a 

result Ultrapar reported consolidated 

EBITDA in 2006, of R$516 million. Net 

earnings in the period amounted to 

R$ 282 million, 6% down from 2005.

Net sales 

In 2006 Ultrapar reported net sales of 

R$ 4,794 million, up 2% compared to 

2005. Net sales at Ultragaz amounted 

to R$ 3,067 million, up 6% from 2005, 

mainly due to gains resulting from the 

company’s distribution structure review, 

combined and a more favorable 

market. Oxiteno reported net sales 

of R$ 1,550 million, down 4% from the 

previous year. The commercial initiatives 

taken by Oxiteno, which resulted in an 

increase in sales volume and better 

quality sales, with higher volumes to 

the domestic market and products with 

a more aggregate value, minimized 

the impact of the average of 11% 

appreciation of the Real against the 

dollar. Net sales at Ultracargo amounted 

to R$ 226 million, down 3% from 2005, 

refl ecting the decision to discontinue 

certain operations with a lower added 

value, partially compensated for by 

an increase in storage operations with 

the consolidation of activities at TIS. 
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Cost of goods sold (COGS)

Ultrapar’s cost of goods and services 

sold(COGS) amounted to R$ 3,860 

million in 2006, up 2% from the previous 

year. COGS at Ultragaz totaled R$ 

2,573 million, up 2% from 2005, basically 

due to the increase in volumes sold. 

COGS at Oxiteno amounted to R$ 1,192 

million, up 4% from 2005, due basically 

to an 18% increase in dollar terms in the 

cost of its main raw material, ethylene, 

taking the NWE benchmark, and the 4% 

increase in sales volume, partially offset 

by the 11% appreciation in the average 

rate of the Real against the US dollar. 

COGS at Ultracargo amounted to R$ 144 

million, down 7% from 2005, the result 

of a reduction in transport operations.

Sales, general and 

administrative expenses 

Sales, general and administrative 

expenses (SG&A) at Ultrapar totaled R$ 

605 million in 2006, up 10% compared 

to 2005. SG&A expenses at Ultragaz 

amounted to R$ 327 million, 12% higher 

than in 2005, basically due to: (i) an 

annual collective salary increase and 

(ii) an increase in variable remuneration 

and employee profi t-sharing, in line with 

the expansion in earnings. Total SG&A 

expenses at Oxiteno amounted to R$ 212 

million in 2006, up 4% from the previous 

year, to basically to: (i) an increase in 

volumes sold, (ii) the salary increase as 

a result of the annual collective wage 

agreement, and (iii) increased expenses 

at Canamex, due to the signifi cant 

expansion in the operations of that 

company. SG&A expenses at Ultracargo 

totaled R$ 71 million in 2006, up 15% 

from 2005, also infl uenced by an annual 

collective salary increase, in addition to 

extraordinary expenses related to the 

downsizing of its workforce as a result 

of a reduction in transport operations.

Indebtedness 

 Ultrapar ended 2006 with a gross 

debt of R$ 1,497 million, up 5% from 

December 31, 2005. The company’s 

gross cash position in the end of 2006 

amounted to R$ 1,618 million, with a 

net cash position of R$ 121 million.

 

Earnings review and outlook

Earnings review  
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Ultrapar initial public offer was in 1999, 

simultaneously on the São Paulo stock 

exchange (Bovespa) and the New 

York Stock Exchange (NYSE), adopting 

national and international accounting 

principles (BRGAAP and USGAAP). It 

became part of a series of important 

indices in the São Paulo stock exchange: 

Brazil Index (IbrX), Index of Shares with 

Differentiated Corporate Governance 

(IGC), Index of Shares with Differentiated 

Tag along Rights (ITAG), as well as 

the Corporate Sustainability Index 

(ISE), launched in December 2005.

Ultrapar considers the capital markets a 

fundamental vehicle to raise funds and 

therefore strives towards a transparent 

and interactive relationship with 

shareholders and investors - always 

seeking to publish accurate information. 

In 2006, the company held 170 meetings 

with capital market institutions, 

including 13 events for investors and 

analysts in Brazil and abroad.

The positive trend seen in Ultrapar shares 

during 2006 resulted in appreciation of 

51% at Bovespa and 65% at the NYSE. 

Capital markets

The company ended the year with a 

market capitalization of R$ 4 billion. 

This appreciation was higher than that 

of the main indexes of these markets, 

which appreciated by 33% and 16% 

respectively. The average daily trading 

volume of Ultrapar shares amounted 

to R$ 4.6 million/day, adding together 

the volumes at NYSE and Bovespa.

Ultrapar maintained its credit rating 

according to the agency Standard 

& Poor’s at AA+ on a national scale 

and BB+ on a global scale (just one 

notch below investment grade). This 

good rating is due basically to the 

combination of favorable fundamentals 

of the company’s business, combined 

with the sound fi nancial position that it 

has being presenting for many years. 

Dividends of R$ 144 million (51% of 

net earnings) referring to 2006 were 

declared, – R$ 72 million distributed in 

August 2006 as an interim dividend and 

R$ 72 million paid in March 2007 –

representing a dividend yield of 5% on the 

company’s average share price. Ultrapar 

constantly evaluates its immediate 

capital needs, for investment in assets 

and acquisitions, in light of its continuing 

sound fi nancial position, and distributes 

its excess cash in the form of dividends.

In the beginning of 2007, Ultrapar’s 

Investor Relations website was elected 

the Best Investor Relations Website in the 

category of Small/Mid Caps by IR Global 

Rankings 2007, sponsored by MZ Consult.

Corporate Sustainability Index 

In 2006 Ultrapar qualifi ed to join 

Bovespa’s Corporate Sustainability Index 

– ISE, developed in combination with 

several institutions – FGV, ABRAPP, ANBID, 

APIMEC, IBGC, IFC, the ETHOS Institute 

and the Ministry of the Environment. 

The ISE has the objective of refl ecting 

the return on a portfolio of shares 

composed of companies with recognized 

commitment to social responsibility 

and corporate sustainability. To join the 

ISE, companies are evaluated from the 

stand point of corporate governance, 

economic-fi nancial performance, 

social-environmental responsibility, 

and  other general company aspects. 

Ultrapar ended the year with a market capitalization of 

R$ 4 billion, 51% higher than the registered at the end of 2005.
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Capital markets
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 Investment and outlook

In 2006 Ultrapar saw a gradual recovery 

in earnings, as a result of strategic 

initiatives introduced in its businesses to 

deal with the adverse scenario imposed 

in 2005 and which continued in 2006, 

when a combination of macroeconomic 

and sector- related factors combined 

adversely affected the company.

Some of these initiatives already resulted 

in improvements in 2006, but most of the 

investments made are likely to have an 

impact on earnings from 2007/2008.

At Oxiteno, the start up of the new fatty 

alcohols plant and the expansion of 

specialty chemicals production capacity, 

will contribute to increase the company’s 

operational performance. During 

2007/2008 Oxiteno will be concentrating 

on opening and establishing commercial 

offi ces in Europe, Argentina, the United 

States and Asia, focusing efforts on the 

internationalization of its operations. 

At Ultragaz, the distribution structure 

review will continue, which should 

result in further EBITDA gains. 

In a country such as Brazil, which has a 

shortage of transport and logistics, the 

prospects for expansion for Ultracargo, 

that has strategic assets in the country’s 

main ports and petrochemical 

complexes, are very promising. The 

maturing of operations in the recently 

built Santos Intermodal Terminal and 

the expansion carried out at Camaçari 

and Suape should generate good 

results as from 2007. The increasing level 

of specialization, constant renewal of 

technology and the strategic repositioning 

implemented in 2006, should produce 

benefi ts and result in the operational 

growth over the next few years. 

Investments

Ultrapar maintains a strategic long-term 

vision, focusing on the value creation for 

its shareholders. All investment carried out 

by Ultrapar is subject to rigorous analysis, 

which considers economic, fi nancial, 

strategic and market aspects in different 

scenarios, using EVA� (Economic Value 

Added) as its main tool and methodology. 

As part of its expansion plan, in 2006 

Ultrapar invested a total of R$ 320 million, 

with the objective of strengthening growth 

through operational scale, technology 

differentiation and the optimization of 

costs and expenses. The investment 

plan for 2007 is budgeted at R$ 546 

million, R$ 414 million to be allocated to 

Oxiteno, R$ 100 million to be allocated to 

Ultragaz and R$ 31 million to Ultracargo. 

Investments at Oxiteno include: (i) 

completion of the fatty alcohols plant, 

to be inaugurated in the second half 

of 2007, (ii) expansion of the ethylene 

oxide production capacity – a signifi cant 

part of the expansion in Mauá and 

Ultrapar will continue with its expansion plan, with the objective of 

strengthening its growth trough operational scale, differentiated 

technology and the optimization of costs and expenses.
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the start of expansion in Camaçari 

–and (iii) expansion of production 

capacity for specialty chemicals. 

At Ultragaz, in addition to continuing 

the investments made in 2006, there 

will also be investment in information 

technology to provide support for its 

distribution structure review program.

Ultracargo will allocate investments on 

expansion of its assets, particularly the 

Aratu terminal, in Bahia, which will be 

used for storage of palm kern oil, the 

raw material for Oxiteno’s new fatty 

alcohols plant. Continued investment in 

information technology is also planned. 

Acquisitions 

In March 2007 Ultrapar, together with 

Petrobras and Braskem,  acquired  the 

businesses of the Ipiranga Group. 

Ultrapar bought the company’s fuel 

and lubricant distribution network in the 

South and Southeast regions of Brazil, 

becoming the second largest player 

in the fuel and lubricant distribution 

market with a market share of 15% and 

taking over one of the 10 most valuable 

brands in Brazil. Ipiranga’s estimates of 

earnings in 2006 from the assets acquired 

by Ultrapar are for R$ 19 billion in net 

revenues and R$ 340 million in EBITDA.

In April 2007 Ultrapar announced the 

acquisition of the sulfate/sulfonate 

operational assets of Unión Química S.A. 

de C.V. in Mexico, which comprises a 

plant with a sulfate/sulfonate production 

capacity of 8,600 tons/year, directed 

mainly to the cosmetics and detergent 

segments, with the potential to generate 

annual revenues of approximately US$ 

10 million. The price of the acquisition 

was US$ 4 million, assuming no debt, 

fi nanced entirely by the Mexican market. 

In May, Ultracargo made another 

strategic step in achieving recognition as 

the largest and most complete provider 

of logistics in the specialty bulk cargo 

segment, by purchasing Petrolog, an 

in-house logistics company, for R$ 10 

million. Petrolog provides services in 

the management of fi nished products, 

in packaging, stock control, storage 

and shipping to the domestic and 

export markets, at its clients’ facilities. 

The operations acquired generate 

annual revenue of R$ 11 million, and 

have signifi cant growth potential.

Earnings review and outlook

 Investment and outlook
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(Convenience translation into english from the original previously issued in portuguese)

1. We have audited the accompanying individual (Company) 

and consolidated balance sheets of Ultrapar Participações S.A. 

and subsidiaries as of December 31, 2006 and 2005, and the 

related statements of income, changes in stockholders’ equity 

(Company), and changes in fi nancial position for the years then 

ended, all expressed in Brazilian reais and prepared under the 

responsibility of the Company’s management. Our responsibility 

is to express an opinion on these fi nancial statements. 

2. Our audits were conducted in accordance with auditing 

standards in Brazil and comprised: (a) planning of the 

work, taking into consideration the signifi cance of the 

balances, volume of transactions, and the accounting and 

internal control systems of the Companies, (b) checking, 

on a test basis, the evidence and records that support the 

amounts and accounting information disclosed, and (c) 

evaluating the signifi cant accounting practices and estimates 

adopted by Companies’ management, as well as the 

presentation of the fi nancial statements taken as a whole. 

3. In our opinion, the fi nancial statements referred to in 

paragraph 1 present fairly, in all material respects, the 

individual and consolidated fi nancial positions of Ultrapar 

Participações S.A. and subsidiaries as of December 31, 

2006 and 2005, and the results of their operations, the 

changes in stockholders’ equity (Company), and the changes 

in their fi nancial positions for the years then ended in 

conformity with accounting practices adopted in Brazil. 

4. Our audits were conducted for the purpose of forming 

an opinion on the basic fi nancial statements referred to in 

paragraph 1 taken as a whole. The accompanying statements 

of cash fl ows and value added are presented for purposes 

of additional analysis and are not a required part of the 

basic fi nancial statements in conformity with accounting 

practices adopted in Brazil. Such information has been 

subjected to the auditing procedures described in paragraph 

2 and, in our opinion, is fairly stated in all material respects 

in relation to the basic fi nancial statements for the years 

ended December 31, 2006 and 2005 taken as a whole.

5. The accompanying fi nancial statements have been translated 

into English for the convenience of readers outside Brazil. 

Independent auditors’ report

To the Stockholders and Management of Ultrapar Participações S.A.

São Paulo - SP

São Paulo, January 31, 2007

Altair Tadeu Rossato

Engagement Partner

CRC nº 1 SP 182515/O-5

DELOITTE TOUCHE TOHMATSU 

Auditores Independentes

CRC nº 2 SP 011609/O-8
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(Convenience translation into english from the original previously issued in portuguese)

      Company       Consolidated

 2006 2005 2006 2005NotesAssets

Current     

Cash and banks  122  90  31,992  32,714 

Temporary cash investments 4  279,264  359,626   1,038,084   1,218,210 

Trade accounts receivable 5  -   -  360,012  343,328 

Inventories 6  -   -   217,165  191,749 

Recoverable taxes 7  7,959  8,984   117,802  62,931 

Deferred income and social contribution taxes 9.a  82   87   27,298  21,969 

Dividends receivable  53,845  73,302   -   - 

Other    341  422   6,098   8,608 

Prepaid expenses   560   536   8,620  8,793 

Total current assets   342,173  443,047   1,807,071  1,888,302 

Noncurrent     

Long-term investments     

 Long-term investments 4  -   -  547,978  372,692 

 Trade accounts receivable 5  -   -  19,248  19,244 

 Related companies  8  3,540   14,409   7,360   3,706 

 Deferred income and social contribution taxes 9.a  3,087   2,849  58,201   60,991 

 Recoverable taxes 7  18,739  11,734  65,300   46,777 

 Escrow deposits   193   -   14,332   16,384 

 Other   -   -   1,265   571 

 Prepaid expenses   187   757  13,259   13,144

      25,746  29,749  726,943   533,509 

Permanent assets     

Investments:     

 Subsidiary 10.a  2,025,485  2,153,873  -   - 

 Affiliated companies 10.b  -   -  5,289   4,182 

 Other   60  186   25,497  28,117 

Property, plant and equipment 11  -   -   1,111,775   1,013,595 

Intangible 12  -   -   61,013  59,134 

Deferred charges 13  -   -   112,256   98,286 

      2,025,545  2,154,059   1,315,830   1,203,314 

Total non-current assets   2,051,291   2,183,808   2,042,773   1,736,823 

Total assets  2,393,464  2,626,855  3,849,844  3,625,125 

The accompanying notes are an integral part of these financial statements.

Ultrapar Participações S.A. and Subsidiaries   

Balance sheets as of december 31, 2006 and 2005

(In thousands of Brazilian reais)
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(Convenience translation into english from the original previously issued in portuguese)

Liabilities

Current     

Loans and financing 14  -   -  102,759  135,855 

Debentures 14  12,794  17,853   12,794  17,853 

Suppliers  364   280   112,526  90,938 

Salaries and related charges   59  41  81,205   66,066 

Taxes payable   34   7  16,850  11,332 

Dividends payable   96,657  100,108  101,376  103,854 

Income and social contribution taxes  -   -  986   638

Deferred income and social contribution taxes 9.a  -   -   173   249 

Other    1   4   2,722   13,395 

Total current liabilities   109,909   118,293   431,391   440,180 

Noncurrent  

Long-term liabilities     

 Loans and financing 14  -   -   1,081,847   978,608 

 Debentures 14  300,000   300,000   300,000   300,000 

 Related companies 8  33,456   404,230   4,738   5,049 

 Deferred income and social contribution taxes 9.a  -   -   26,029   24,120 

 Other taxes 20.a  9,389   8,689   36,473   54,622 

 Other   -   -   2,724   2,747 

Total noncurrent  liabilities   342,845   712,919   1,451,811   1,365,146 

Minority interest   -   -   33,131   29,634 

Stockholders’ equity 

Capital  15.a  946,034   946,034   946,034   946,034 

Capital reserve 15.c  3,026   2,046   550   329 

Revaluation reserve 15.d  13,009  14,955   13,009   14,955 

Profit reserves 15.e, 15.f  983,230   837,502   983,230   837,502 

Treasury shares 15.b  (4,589)  (4,894)  (9,312)  (8,655)

    15.h  1,940,710   1,795,643   1,933,511   1,790,165

Total minority interest and stockholders’ equity     -  -  1,966,642 1,819,799

Total liabilities and stockholders’ equity   2,393,464   2,626,855   3,849,844   3,625,125 

The accompanying notes are an integral part of these financial statements.

Ultrapar Participações S.A. and Subsidiaries   

Balance sheets as of december 31, 2006 and 2005

(In thousands of Brazilian reais)

      Company       Consolidated

 2006 2005 2006 2005Notes
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(Convenience translation into english from the original previously issued in portuguese)

Ultrapar Participações S.A. and Subsidiaries   

Statements of income for the years ended december 31, 2006 and 2005

(In thousands of Brazilian reais, except for earnings per share)

Notes

      Company       Consolidated

 2006 2005 2006 2005

Gross sales and services 2.a  -   -   5,229,910   5,158,031 

Taxes on sales and services   -   -   (412,150)  (416,136)

Rebates, discounts and returns   -   -   (23,712)  (48,047)

Net sales and services   -   -   4,794,048   4,693,848 

Cost of sales and services 2.a  -   -   (3,859,860)  (3,783,420)

Gross profit   -   -   934,188   910,428 

Equity in subsidiary and affiliated companies 10.a, 10.b  291,803   298,510   965   1,557

Operating (expenses) income     

 Selling   -   -   (203,320)  (187,609)

 General and administrative   (236)  (18)  (273,541)  (232,051)

 Management compensation   (1,246)  (1,128)  (5,557)  (5,763)

 Depreciation and amortization   -   -   (122,696)  (126,344)

 Other operating income, net   1,277   1,158   1,317   (331)

Income from operations before financial itens   291,598   298,522   331,356  359,887 

Financial income (expenses), net 18  3,091   3,570   1,620   (1,736)

CPMF/IOF/other financial expenses 18  (486)  (1,233)  28,952   (25,608)

Income from operations   294,203   300,859   361,928   332,543 

Nonoperating expenses 16  (126)  -   (18,488)  (1,766)

Income before taxes on income   294,077   300,859   343,440   330,777 

Income and social contribution taxes     

Current  9.b  (5,937)  (1,930)  (111,779) (113,083)

Deferred 9.b  233   249   5,355   20,547 

Benefit of tax holidays 9.b, 9.c  -   -   50,332   63,787 

      (5,704)  (1,681)  (56,092)  (28,749)

Income before minority interest   288,373   299,178   287,348  302,028 

Minority interest   -   -   (5,284)  (2,850)

Net income   288,373   299,178   282,064   299,178 

Earnings per share (based on annual weighted average) - R$   3,55   3,73  

The accompanying notes are an integral part of these financial statements.
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(Convenience translation into english from the original previously issued in portuguese)

Ultrapar Participações S.A. 

Statements of changes in stockholders’ equity (company) for the years ended december 31, 2006 and 2005  

(In thousands of Brazilian reais, except for dividends amounts)

Balances at december 31, 2004   663,952   1,855   16,371  61,589  749,136   118,343   -   (5,635)  1,605,611 

Capital increase:          

 Secondary public offering   47,218   -   -   -   -   -   -   -   47,218 

 Reserves   234,864   -   -   -   (234,864)  -   -   -   - 

Sale of treasury shares   -   191   -   -   -   -   -   741   932 

Realization of revaluation reserve    -   -   (1,416)  -   -   -   1,416   -   - 

Income and social contribution taxes on 

realization of revaluation reserve 

of subsidiaries   -   -   -   -   -   -   (211)  -   (211)

Realization of profit reserve   -   -   -   -   -   (89,199)  89,199   -   -

Net income   -   -   -   -   -   -   299,178   -   299,178 

Appropriation of net income:          

 Legal reserve   -   -   -   14,959   -   -   (14,959)  -   - 

 Interim dividends (R$0,703817 per 

 common and preferred share - 

 after reverse stock split) 14  -   -   -   -   -   -   (57,085)  -   (57,085)

 Proposed dividends payable (R$1,232498 

 per common and preferred share)   -   -   -   -   -   -   (100,000)  -   (100,000)

Realizable profits reserve   -   -   -   -   -   74,224   (74,224)  -   - 

Reserve for retention of profits   -   -   -   -   143,314   -   (143,314)  -   - 

Balances at december 31, 2005   946,034   2,046   14,955   76,548   657,586   103,368   -   (4,894)  1,795,643 

Acquisition of treasury shares   -   -   -   -   -   -   -   (1,124)  (1,124)

Sale of treasury shares   -   980   -   -   -   -   -   1,429   2,409 

Realization of revaluation reserve  15.d  -   -   (1,946)  -   -   -   1,946   -   - 

Income and social contribution taxes on 

realization of revaluation reserve of subsidiaries 15.d  -   -   -   -   -   -   (391)  -   (391)

Retention of realization of profit reserve net of 

income and social contribution taxes   -   -   -   -   1,555   -   (1,555)  -   - 

Net income   -   -   -   -   -   -   288,373   -   288,373 

Appropriation of net income:          

 Legal reserve   -   -   -   14,419   -   -   (14,419)  -   - 

 Interim dividends (R$0,887398 per common 

 and preferred share 15.g  -   -   -   -   -   -   (72,000)  -   (72,000)

 Proposed dividends payable (R$0,889633 

 per common and preferred share) 15.g  -   -   -   -   -   (68,236)  (3,964)  -   (72,200)

Realizable profits reserve 15.f  -   -   -   -   -   61,013   (61,013)  -   - 

Reserve for retention of profits 15.e  -   -   -   -   136,977   -   (136,977)  -   - 

Balances at december 31, 2006   946,034   3,026   13,009   90,967   796,118   96,145   -   (4,589)  1,940,710 

Profit reserves

Notes Capital

Capital

reserve

Revaluation 

reserve of 

subsidiary 

and affiliated 

companies Legal

Retention of 

profits

Realizable 

profits

Retained 

earnings

Treasury 

shares Total

The accompanying notes are an integral part of these financial statements.



86

(Convenience translation into english from the original previously issued in portuguese)

Ultrapar Participações S.A. and Subsidiaries   

Statements of changes in fi nancial position for the years ended december 31, 2006 and 2005

(In thousands of Brazilian reais)

 Company      Consolidated

 2006 2005 2006 2005Notes

Source of funds     

From operations:     

 Net income   288,373   299,178   282,064   299,178 

 Items not affecting working capital:     

  Equity in subsidiary and affiliated companies   (291,803)  (298,510)  (965)  (1,557)

  Depreciation and amortization   -   -   185,829   187,691 

  Credits of PIS and COFINS (taxes on revenue) on depreciation   -   -   2,117   1,437 

  Long-term interest and monetary variations   703   846   (95,250)  (44,037)

  Deferred income and social contribution taxes   (238)  (288)  3,291   (32,328)

  Minority interest   -   -   5,284   2,850 

  Net book value of permanent assets written off   126   -   34,196   16,595 

  Other long-term taxes   -   -   291   5,254 

  Provision (reversal of provision) for probable losses on permanent assets   -   -   3,198   (20)

  Reversal of provision for factory maintenance shutdowns net of income tax effect   -   -   6,309   - 

  Other   -   -   807   741

      (2,839) 1,226 427,171 435,804

From stockholders:     

 Capital increase due to secondary public offering   -   47,218   -   47,218 

 Disposal of treasury shares   2,409   932   -   - 

      2,409   48,150   -   47,218

From third parties:      

 Decrease in subsidiary capital 10.a  390,947   -   -   - 

 Decrease in long-term assets   4,241   40,688   -   - 

 Proposed dividends and interest on capital (gross)   68,205   89,168   -   - 

 Long-term loans and financing   -   300,000   143,725   1,164,876 

      463,393   429,856   143,725   1,164,876 

Total sources   462,963   479,232   570,896   1,647,898  

to be continued...
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  Company       Consolidated

 2006 2005 2006 2005Notes

Uses of funds

Permanent assets:     

 Investments 10.a, 10.b  39,352   -   142   - 

 Property, plant and equipment   -   -   253,040   169,212 

 Intangible assets   -   -   11,661   10,237 

 Deferred charges   -   -   74,907   51,270 

      39,352   -   339,750   230,719

Dividends and interest on capital   144,200   157,085   146,087   158,677 

Transfer from long-term to current liabilities   -   -   103,602   134,199 

Decrease in long-term liabilities 8  370,777   16,480   24,594   3,817 

Increase in long-term assets   -   -   27,728   331,425 

Acquisition of treasury shares    1,124   -   1,124   - 

Acquisition of shares from minority stockholders   -   -   62   20 

Taxes on realization of revaluation reserve   -   -   391   211 

      371,901   16,480   157,501   469,672 

Total uses   555,453   173,565   643,338   859,068 

Increase (decrease) in working capital   (92,490)  305,667   (72,442)  788,830 

Represented by     

Current assets:     

 At end of year   342,173   443,047   1,807,071   1,888,302 

 At beginning of year   443,047   91,563   1,888,302   1,256,291 

      (100,874)  351,484   (81,231)  632,011

Current liabilities:     

 At end of year   109,909   118,293   431,391   440,180 

 At beginning of year   118,293   72,476   440,180   596,999 

      (8,384)  45,817   (8,789)  (156,819)

Increase (decrease) in working capital   (92,490)  305,667   (72,442)  788,830 

The accompanying notes are an integral part of these financial statements.
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Ultrapar Participações S.A. and Subsidiaries   

Supplementary statement of cash fl ow - indirect method for the years ended december 31, 2006 and 2005

(In thousands of Brazilian reais)

 Company Consolidated

2006 2005 2006 2005

Cash flows operationg activities     

Net income   288,373   299,178   282,064   299,178 

Adjustments to reconcile net income to cash provided by operating activities:     

 Equity in losses of affiliated companies   (291,803)  (298,510)  (965)  (1,557)

 Depreciation and amortization   -   -   185,829   187,691 

 PIS and COFINS credit on depreciation   -   -   2,117   1,437

 Foreign exchange and indexation gains (losses)   44,826   47,208   27,105   15,538 

 Deferred income and social contribution taxes   (233)  (249)  (5,355)  (27,442)

 Minority interest   -   -   5,284   2,850 

 Loss on disposals of permanent assets   126   -   13,520   4,591 

 Provision (reversal of provision) for probable losses on permanent assets   -   -   3,198   (20)

 Other   -   -   425   530 

Reversal of provision for factory maintenance shutdowns   -   -   9,559   - 

Dividends receivable from subsidiaries   87,662   104,108   -   - 

(Increase) decrease in current assets:     

 Trade accounts receivable   -   -   (16,684)  25,974 

 Inventories   -   -   (25,416)  18,601 

 Recoverable taxes   1,025   (8,063)  (54,871)  10,068 

 Other   81   (401)  2,510   4,180 

 Prepaid expenses   (24)  (536)  173   (3,255)

Increase (decrease) in current liabilities:     

 Suppliers   84   117   21,588   (11,114)

 Salaries and related charges   18   (415)  15,139   (28,071)

 Taxes   27   1   5,518   (501)

 Income and social contribution taxes   -   -   348   (2,340)

 Other   (3)  4   (10,673)  (4,536)

(Increase) decrease in long-term assets:     

 Trade accounts receivable   -   -   (4)  (7,299)

 Recoverable taxes   (7,005)  (1,240)  (18,523)  (10,225)

 Escrow deposits   (193)  -   2,052   (8,429)

 Other   570   (757)  (694)  263 

 Prepaid expenses   -   -   (115)  (11,408)

Increase (decrease) in long-term liabilities:     

 Taxes   700   846   (18,149)  8,701 

 Other   -   -   (23)  450 

Net cash provided by operationg activities   124,231   141,291   424,957   463,855 

to be continued...

Notes
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Notes

 Company      Consolidated

 2006 2005 2006 2005

Cash flows from investing activities     

Long-term investments, net of redeem   -   -   (7,193)  (294,597)

Additions to investments   -   -   (142)  - 

Additions to property, plant and equipment   -   -   (253,040)  (169,212)

Additions to intangible asset   -   -   (11,661)  (10,237)

Additions to deferred charges   -   -   (74,907)  (51,270)

Proceeds from sales of property, plant and equipment   -   -   20,677   12,004 

Acquisition of minority interests   -   -   (62)  (20)

Acquisition of treasury shares   (1,124)  -   (1,124)  - 

Sale of treasury shares   2,409   932   -   -  

Net cash provided by (used in) investing activities   1,285   932   (327,452)  (513,332)

Cash flows from financing activities    

Loans, financing and debentures:     

 Issuances   -   300,000   459,788   1,484,531 

 Repayments   (49,885)  (29,355)  (585,350)  (655,500)

Dividends paid   (147,651)  (128,828)  (148,565)  (129,523)

Related companies   (8,310)  26,205   (4,226)  (4,704)

Capital increase due to shares issuance   -   47,218   -  47,218 

Net cash provided by (used in) financing activities   (205,846)  215,240   (278,353)  742,022 

Net increase (decrease) in cash and cash equivalents   (80,330)  357,463   (180,848)  692,545 

Cash and cash equivalents at the beginning of the year   359,716   2,253   1,250,924   558,379 

Cash and cash equivalents at the end of the year    279,386   359,716   1,070,076   1,250,924 

Supplemental disclosure os cash flow information     

Interest paid from financing activities   49,885   29,355   92,501   57,261 

Income and social contribution taxes paid in the year   -   -   30,923   26,429 

The accompanying notes are an integral part of these financial statements.
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Ultrapar Participações S.A. and Subsidiaries   

 Company      Consolidated

 2006 % 2005 % 2006 % 2005 %

Revenue     

Gross sales and services  -    -    5,229,910    5,158,031 

Rebates, discounts and returns  -    -   (23,712)   (48,047) 

Reversal of allowance for doubtful accounts  -    -    5,148    2,066  

Nonoperating expenses (126)   -   (18,488)   (1,766) 

     (126)   -    5,192,858    5,110,284 

Inputs purchased from third parties     

Raw materials consumed  -    -    (1,344,890)   (1,284,697)

Cost of sales and services  -    -    (2,160,340)   (2,139,465)

Materials, energy, outside services and other  (2,305)   (2,159)   (608,230)   (597,285)

Recovery (loss) of assets  3,960    3,274    7,917    (6,385)

     1,655    1,115    (4,105,543)   (4,027,832)

Gross value added  1,529    1,115    1,087,315    1,082,452

Retentions     

Depreciation and amortization  -    -    (187,946)   (189,128)

     -    -    (187,946)   (189,128)

Net value added  1,529    1,115    899,369   893,324 

Value added received from third parties     

Equity in subsidiary and affiliated companies  291,803    298,510    965    1,557  

Dividends and interest on capital of investment stated at cost  31    31    1,049    1,887 

Financial income  50,163    46,365    155,931   118,650 

    341,997   344,906    157,945    122,094 

Total value added for distribution  343,526 100 346,021 100  1,057,314 100  1,015,418   100 

Distribution of value added     

Payroll and related charges  1,555   1   873   1  444,789   42   386,558   38 

Taxes   6,526   2   3,176   1  142,808   14   181,820   18 

Financial expenses and rental  47,072   13   42,794   12  182,369   17   145,013   14 

Dividends and interest on capital  144,200   42   157,085   45  146,087 14 158,677 16 

Retained earnings  144,173   42   142,093   41  141,261   13   143,350   14 

Value added distributed  343,526   100   346,021   100  1,057,314   100   1,015,418   100 

Notes

Supplementary statement of value added for the years ended december 31, 2006 and 2005

(In thousands of Brazilian reais, except percentages)

The accompanying notes are an integral part of these financial statements.
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1. Operations

Ultrapar Participações S.A. (the “Company”), with 

headquarters in the city of São Paulo, invests in commercial 

and industrial activities, including subscription or purchase 

of shares of other companies with similar activities.

Through its subsidiaries, the Company is engaged in the 

distribution of liquefi ed petroleum gas - LPG (Ultragaz), 

production and sale of chemicals (Oxiteno), and logistic 

services for chemicals and fuels (Ultracargo).

2. Presentation of fi nancial statements and 

signifi cant accounting practices

The accounting practices adopted to record transactions 

and prepare the fi nancial statements are those 

established by accounting practices adopted in Brazil 

and the Brazilian Securities Commission (CVM).

a) Results of operations

Determined on the accrual basis of accounting. Revenues 

from sales and respective costs are recognized when the 

products are delivered to the customers or services are 

performed, and the transfer of risks, rights and obligations 

associated with the ownership of products takes place.

b) Current and long-term assets

Temporary cash and long-term investments are stated at 

cost, plus accrued income (on a “pro rata temporis” basis), 

Ultrapar Participações Financeiras S.A. and Subsidiaries

Notes to the fi nancial statements for the years ended december 31, 2006 and 2005.

(In thousands of Brazilian reais, unless otherwise stated)

which approximate their market value. Temporary cash 

investments include the results from hedges, as described in 

Notes 4 and 19, that management intends to hold to maturity. 

The allowance for doubtful accounts is based on estimated 

losses and is considered by management to be suffi cient 

to cover potential losses on accounts receivable.

Inventories are stated at the lower of average cost of 

acquisition or production, market or net realizable value.

Other assets are stated at the lower of cost or realizable 

values, including, when applicable, accrued income and 

monetary variations or net of allowances for losses.

 

c) Investments

Signifi cant investments in subsidiary and affi liated companies 

are recorded under the equity method, as shown in Note 10.

Other investments are stated at acquisition 

cost, net of allowances for losses, should the 

losses not be considered temporary.

d) Property, plant and equipment 

Stated at cost of acquisition, process or construction, including 

fi nancial charges incurred on constructions in progress and 

include revaluation write-ups based on appraisal reports issued 
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by independent appraisers, in accordance with item 68, letter 

b), of CVM Resolution No. 183/95, as well as costs related 

to the maintenance of signifi cant assets during scheduled 

factory maintenance operations. Depreciation is calculated 

on a straight-line basis at the annual rates described in Note 

11, and is based on the economic useful lives of the assets.

e) Intangible 

Stated at acquisition cost, less an allowance for losses, should 

the losses not be considered temporary, as shown in Note 12.

f) Deferred charges 

Deferred charges comprise costs incurred in the 

installation of Company equipment  at customers’ facilities 

amortized over the terms of the LPG supply contracts 

with these customers, project expenses and goodwill 

on acquisition of subsidiaries, as stated in Note 13.

 

g) Current and noncurrent liabilities

Stated at known or estimated amounts including, when 

applicable, accrued charges, monetary and exchange 

variations incurred until the end of the year.

h) Income and social contribution taxes on income

Income and social contribution taxes, current and 

deferred (according to CVM Resolution No. 273/98) are 

measured on the basis of effective rates and include the 

benefi t of tax holidays as mentioned in Note 9 b).

i) Basis for translation of the fi nancial 

statements of foreign subsidiaries

The fi nancial statements of foreign subsidiaries are 

translated into Brazilian reais at the current exchange 

rate in effect at the balance sheet date. The criteria 

for preparation of the fi nancial statements have been 

adapted to conform to Brazilian accounting practices.

j) Cash fl ow statement

The Company is presenting the statement of cash fl ow as 

supplementary information, prepared in accordance with 

Accounting Standards and Procedures No. 20 (NPC) issued 

by IBRACON - Brazilian Institute of Independent Auditors.

 

k) Statement of value added 

The Company is presenting, as supplementary information, 

the statement of value added prepared in accordance 

with Brazilian Accounting Standard No. T3.7 - Statement 

of value added, issued by the Federal Accounting 

Council, which presents the statement of income from the 

viewpoint of generation and distribution of wealth.

l) Reclassifi cation

Due the adoption of CVM Resolution No. 489/05, the balances 

of escrow deposits for 2005, for which the Company and its 

subsidiaries have recognized allowances, were offset against 

them under the heading “Other taxes” in noncurrent liabilities.
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Upon consolidation, intercompany investments, accounts, 

transactions and profits were eliminated. Minority interest in 

subsidiaries is presented separately in the financial statements.

On August 03, 2006, the subsidiaries Oxiteno S.A. - Indústria e 

Comércio and Oxiteno Nordeste S.A. - Indústria e Comércio 

formed the subsidiary Oxiteno Argentina Sociedad de 

Responsabilidad Ltda., which operates as a commercial 

representation office, and as of December 31, 2006 had four 

employees.

Ultragaz Participações Ltda. 100 - 100 -

 SPGás Distribuidora de Gás Ltda. - 99 - 99

  Companhia Ultragaz S.A. - 99 - 99

 Bahiana Distribuidora de Gás Ltda. - 100 - 100

 Utingás Armazenadora S.A. - 56 - 56

 LPG International Inc. - 100 - 100

Ultracargo - Operações Logísticas e Participações Ltda. 100 - 100 -

 Melamina Ultra S.A. Indústria Química - 99 - 99

 Transultra - Armazenamento e Transporte Especializado Ltda. - 100 - 100

 Terminal Químico de Aratu S.A. - Tequimar - 99 - 99

Oxiteno S.A. - Indústria e Comércio 100 - 100 -

 Oxiteno Nordeste S.A. - Indústria e Comércio - 99 - 99

  Oxiteno Argentina Sociedad de Responsabilidad Ltda. - 99 - -

 Oleoquímica Indústria e Comércio de Produtos Químicos Ltda. - 100 - 100

 Barrington S.L. - 100 - 100

 Canamex Químicos S.A. de C.V. - 100 - 100

  Canamex Servicios Corporativos S.A. de C.V. - 100 - 100

  Canamex Servicios Industriales S.A. de C.V. - 100 - 100

 Oxiteno International Corp. - 100 - 100

  Oxiteno Overseas Corp. - 100 - 100

Imaven Imóveis e Agropecuária Ltda. 100 - 100 -

 Ownership interest - %

     2006 2005   

 Direct Indirect Direct Indirect

3. Consolidation principles

The consolidated fi nancial statements have been prepared 

in accordance with the basic consolidation principles 

established by accounting practices adopted in Brazil 

and by the Brazilian Securities Commission (CVM), and 

include the following direct and indirect subsidiaries:
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4. Temporary cash and long-term investiments

These investments, contracted with leading banks, are 

substantially composed of: (i) public securities and private 

securities issued by leading banks and fixed-income funds, 

all linked to the interbank deposit rate (CDI); (ii) abroad, in 

cash investments, in notes issued by the Austrian Government 

in Brazilian reais and linked to the interbank deposit rate 

(CDI), and in Dual Currency Deposits; and (iii) currency hedge 

transaction. Such investments are stated at cost plus accrued 

income on a “pro rata temporis” basis. 

(a) Dual Currency Deposits are investments of the subsidiary Oxiteno Overseas Corp., whose yield can be in US dollars or Brazilian reais, depending on the US dollar rate as of the maturity date. If the US 

dollar rate is lower than the strike rate on the maturity date, the yield of this operation will be in US dollars plus interest of 7.5% per year; otherwise, it will be in Brazilian reais plus average interest of 26% 

per year. The subsidiary records the investment at the lower of the two alternative yields, which in 2006 was represented by the US dollar. In 2006 the exchange rate remained always below the strike rate.

(b) Investments made by the subsidiaries Oxiteno Overseas Corp., Oxiteno International Corp., LPG International Inc. and Canamex 

Químicos S.A. de C.V. in fixed-income funds, certificates of deposit  and investment grade corporate securities.

(c) Accumulated gain or loss (see Note 19).

(d) In April 2006, subsidiary Oxiteno Overseas Corp., owner of notes in the amount of US$60 million issued by Companhia Ultragaz S.A. in the international market in 1997 (Original Notes), sold 

these Original Notes to a foreign financial institution. Concurrently, subsidiary Oxiteno Overseas Corp. acquired from this financial institution a credit linked note backed by the Original Notes. This 

transaction provides a financial gain for the Company corresponding to the difference between the interest rate paid for the credit linked note and the Original Notes, as mentioned in Note 14.b).

Domestic customers   375,464  367,499 

Foreign customers 76,465  60,943 

(-) Advances on foreign exchange contracts (50,918) (38,971)

(-) Allowance for doubtful accounts (21,751) (26,899)

    379,260  362,572 

Current portion 360,012  343,328 

Noncurrent portion  19,248   19,244 

   2006 2005

5. Trade accounts receivable (Consolidated)

Austrian notes - - 419,818  344,603 

Dual Currency Deposits (a)  -   - 553,100   - 

Foreign investments (b) (d) - - 223,354  722,565 

Securities and fixed-income funds in Brazil 279,264 359,626 442,060  571,817 

Net expenses on hedge transaction (c)  -  -  (52,270)  (48,083)

Total 279,264 359,626 1,586,062  1,590,902 

Current portion 279,264 359,626 1,038,084  1,218,210 

Noncurrent portion  -  - 547,978  372,692 

  Company      Consolidated

 2006 2005 2006 2005
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Balance in 2005 26,899 

Addition recorded in selling expenses 10,769 

Utilization (15,917)

Balance in 2006 21,751

The changes in the allowance for doubtful 

accounts are shown below:

6. Inventories (Consolidated)

Balance in 2005 2,763 

Additions 326 

Reversal  (955)

Balance in 2006 2,134 

The changes in the provision for losses 

on inventories are shown below:

Finished products 98,761 (1,528) 97,233 103,316 (1,750) 101,566

Work in process 594 -  594 1,109 -  1,109

Raw materials 65,502 (114) 65,388 43,294 (89) 43,205

Liquefied petroleum gas (LPG) 23,410 -  23,410 23,113 -  23,113

Supplies and cylinders for resale  20,913 (492) 20,421 18,213 (924) 17,289

Advances to suppliers - mainly LPG  10,119   -   10,119  5,467   -   5,467

 219,299 (2,134) 217,165 194,512 (2,763) 191,749

      2006 2005   

  Provision   Provision  
 Cost for losses Net Cost for losses Net



96

(Convenience translation into english from the original previously issued in portuguese)

7. Recoverable taxes

Represented substantially by credit balances of ICMS 

(state Value Added Tax - VAT), PIS and COFINS (taxes on 

revenue), and income and social contribution taxes.

(*) The provision refers to credit balances that the subsidiaries estimate they will not be able to offset in the future.

Balance in 2005 35,959 

Addition 4,527 

Reversal (9,048)

Balance in 2006 31,438 

The changes in the provision for losses on ICMS are 

shown below:

The increase in the balance of recoverable taxes is mainly 

due to the increase in ICMS credits of the Camaçari (Bahia 

State) plant of the subsidiary Oxiteno Nordeste S.A .- Indústria 

e Comércio and the taking of PIS and COFINS credit of this 

same subsidiary. The increase in this plant’s ICMS balance 

occurred mainly in the second half of 2006, due to measures by 

Bahia State, which made it difficult to utilize credits for import 

payment or to transfer them to third parties. The total balance 

of credits from the Camaçari plant corresponds to R$50,241 

as of December 31, 2006 (2005 - R$22,005) of which R$22,766 

have already been reviewed by the tax authorities and are 

awaiting release by the state finance department of Bahia for 

commercialization. In addition to these credits, the subsidiary’s 

management is working on a series of additional measures for 

consumption of the plant’s ICMS balance. The allowance for 

loss of the plant’s credits was recognized on the basis of the 

maximum discount expected on their commercialization. The 

PIS and COFINS credits arose from the favorable outcome of 

a lawsuit and can be utilized to offset other federal taxes, as 

mentioned in Note 20.a).

Income and social contribution taxes 26,636 20,655 75,299  68,022 

ICMS - - 101,034  70,908 

Provision for losses - ICMS (*) - - (31,438) (35,959)

PIS and COFINS 21 22 28,396  3,018 

VAT of subsidiary Canamex Químicos S.A. de C.V. - - 8,474  3,505 

Other   41   41  1,337    214 

Total 26,698 20,718 183,102  109,708 

Current portion 7,959 8,984 117,802   62,931 

Noncurrent portion 18,739 11,734 65,300   46,777 

 Company Consolidated

 2006 2005 2006 2005
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8. Related companies

The loan balance with Química da Bahia Indústria e Comércio 

S.A. is adjusted based on the Brazilian long-term interest 

rate (TJLP). Other loans are not subject to financial charges. 

Purchase and sale transactions refer substantially to purchases 

of raw materials, other materials and transportation and 

storage services, carried out at market prices and conditions.

The decrease in the Company’s loans payable 

balance is due to settlement of a loan with  subsidiary 

Ultracargo Operações Logísticas e Participações 

Ltda, conducted through capital reduction.

Melamina Ultra S.A. -

Indústria Química  - 456

Oxiteno S.A. - Indústria e Comércio 3,540 -

Oxiteno Nordeste S.A. - 

Indústria e Comércio    -  33,000

Química da Bahia Indústria 

e Comércio S.A.   - 3,630 - - - - (295)

Serma Associação dos Usuários de 

Equipamentos de Processamentos 

de Dados e Serviços Correlatos   7,260 - - -

Petroquímica União S.A.   - - - 1,810 - 141,288 - 

Oxicap Indústria de Gases Ltda.   - - - 1,035 - 9,752 - 

Liquigás Distribuidora S.A.   - - 213 - 3,430 - - 

Petróleo Brasileiro S.A., - Petrobras   - - - 1,192 30 2,023,956 -

Copagaz Distribuidora de Gás S.A.   - - 36 - 1,173 - - 

Braskem S.A.   - - - 9,731 50,392 621,533 - 

SHV Gás Brasil Ltda.   - - 112 - 1,221 - - 

Other    100 1,108   38    -  887     -  - 

Total at December 31, 2006  3,540  33,456 7,360 4,738  399 13,768 57,133 2,796,529 (295)

Total at December 31, 2005  14,409  404,230 3,706 5,049 2,335 26,764 82,691 2,777,620 (597)

  Loan  Loans Trade accounts Operations Financial   

 Asset Liability Asset Liability Receivable Payable  Sales  Purchases expenses

 Company Consolidated Consolidated 
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Assets:  

 Deferred income and social contribution taxes on:    

  Provision for loss of assets  - - 20,401 22,783

  Provision for contingencies 3,087 2,849 13,334 17,131

  Other provisions 82 87 25,825 18,765

  Income and social contribution tax loss carryforwards   -   - 25,939 24,281

Total  3,169 2,936 85,499 82,960

Current portion 82 87 27,298 21,969

Noncurrent portion 3,087 2,849 58,201 60,991

Liabilities:     

 Deferred income and social contribution taxes on:    

  Revaluation of property, plant and equipment - - 865 1,245

  Income earned abroad   -   - 25,337 23,124

Total    -   - 26,202 24,369

Current portion - - 173 249

Noncurrent portion   -   - 26,029 24,120

 Company Consolidated

 2006 2005 2006 2005

The estimated recovery of deferred income and social 

contribution tax assets is shown below:

Through 2007 82 27,298

2008 - 27,367

2009 3,087 16,867

2010   - 13,967

 3,169 85,499

 Company Consolidated

9. Income and social contribution taxes

a) Deferred income and social contribution taxes

The Company and its subsidiaries recognize tax assets 

and liabilities, which do not expire, arising from tax loss 

carryforwards, temporary add-backs, revaluation of 

property, plant and equipment, and other procedures. 

The tax credits are based on continuing profitability from 

operations. Deferred income and social contribution taxes 

are presented in the following principal categories:
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b) Conciliation of income and social contribution 

taxes in the statements of income

Income and social contribution taxes are 

reconciled to official tax rates as follows:

Income before taxes, equity in subsidiary and affiliated companies and minority interest 2,274  2,349  342,475  329,220 

Official tax rates - %   34    34     34     34 

Income and social contribution taxes at official rates  (773)  (799) (116,442) (111,935)

Adjustments to the effective tax rate:    

 Operating provisions and nondeductible expenses/nontaxable income (38) 25  7,676  17,878 

 Adjustments to estimated income -  -  1,792  1,115 

 Interest on capital received (4,893) (918) -  - 

 Workers’ meal program (PAT) -  -  410  466 

 Other   -    11    140    (60)

Income and social contribution taxes before benefit of tax holidays (5,704) (1,681) (106,424) (92,536)

Benefit of tax holidays - ADENE -  -  50,332  63,787 

Income and social contribution taxes in the statements of income (5,704) (1,681) (56,092) (28,749)

Current (5,937) (1,930) (111,779) (113,083)

Deferred 233  249  5,355  20,547 

Benefit of tax holidays - ADENE -  -  50,332  63,787 

 Company Consolidated

 2006 2005 2006 2005

c) Tax exemption

The following subsidiaries have partial or total exemption from 

income tax in connection with a government program for the 

development of the Northeast Region of Brazil:

Oxiteno Nordeste S.A. - Indústria e Comércio (*) Camaçari plant 100 2006

Bahiana Distribuidora de Gás Ltda. Mataripe plant  75 2013

   Suape plant 100 2007

   Ilhéus plant 25 2008

   Aracaju plant 25 2008

   Caucaia plant 75 2012

Terminal Químico de Aratu S.A. - Tequimar Aratu Terminal  75 2012

   Suape Terminal  75 2015

 Expiration

Subsidiary Plants Incentive (%)  date

(*) In December 2006, this plant’s exemption expired and a request was filed with ADENE (Northeast Development Agency), the agency in charge of managing this incentive program, seeking a 75% 

income tax reduction until 2016. The subsidiary expects to have a response to this request by April 2007. Should this 75% reduction not be approved, the subsidiary will file a new request with ADENE, for 25% 

income tax reduction until 2008 and 12.5% from 2009 to 2013, to which it is entitled for being located in a development region and exercising an economic activity that is considered as priority for the area.
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10. Investiments

a) Subsidiaries of the Company

Number of shares or quotas held 4,336,062 2,461,346 27,733,974 35,102,127

Net equity adjusted for unrealized profit between subsidiaries - R$ 374,032 206,292 46,072 1,399,089

Net income for the year - R$ 98,130 6,138 4,465 182,274

2006

 Oxiteno S.A. -

Indústria e

Comércio (i)

Ultragaz

Participações

 Ltda. (i) 

Ultracargo -

Operações

Logísticas e

Participações

 Ltda. (i)

Imaven

Imóveis e

Agropecuária

 Ltda. (i) 

 Subtotal Other Total Total

 2006 2005

 Oxiteno S.A. -

Indústria e

Comércio (i)

Ultragaz

Participações

 Ltda. (i) 

Ultracargo -

Operações

Logísticas e

Participações

 Ltda. (i)

Imaven

Imóveis e

Agropecuária

 Ltda. (i) 

Changes in investments:       

 Balance at beginning of year 280,733  597,239  46,072  1,229,829  2,153,873  186  2,154,059  1,944,928 

 Write-off -  -  -  -  -  (126) (126) - 

 Income taxes on revaluation 

 reserves in subsidiaries (391) -  -  -  (391) -  (391) (211)

 Dividends and interest on capital  (14,391) (6,138) (4,465) (43,211) (68,205) -  (68,205) (89,168)

 Equity pick-up 98,130  6,138  4,465  183,070  291,803  -  291,803   298,510 

 Capital increase (decrease)  9,951  (390,947)    -    29,401   (351,595)   -   (351,595)     - 

 Balance at end of year 374,032  206,292  46,072  1,399,089  2,025,485   60  2,025,545  2,154,059 

(i) Financial statements audited or reviewed by our independent auditors

The capital reduction of subsidiary Ultracargo - Operações 

Logísticas e Participações Ltda. was conducted for settlement of 

a loan, as mentioned in Note 8.
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Number of shares or quotas held 1,493,120 156

Net equity - R$ 6,950 7,256

Net income for the year - R$ 1,422 1,015

Ownership interest - % 50 25

2006

Química da Bahia Indústria 

e Comércio S.A. (ii)

Oxicap Indústria de 

Gases Ltda. (ii)

b) Affi liated companies (consolidated)

11. Property, plant and equipment (Consolidated)

Annual depreciation

 rates - % Revalued cost Net book value

 2006 2005

Accumulated

 depreciation

Aloowance

for realization Net book value

Land  - 46,676 -  -  46,676 48,147

Buildings 4 to 5 345,812 (141,575) -  204,237 218,177

Leasehold improvements 4 91,445 (22,385) (604) 68,456 61,514

Machinery and equipment 5 to 10 926,242 (467,322) (655) 458,265 450,413

Gas tanks and cylinders 10 275,476 (161,029) -  114,447 127,295

Vehicles 20 to 25 156,822 (121,200) -  35,622 48,127

Furniture and fixtures 10 25,346 (10,434) -  14,912 13,661

Construction in progress - 107,034 -  -  107,034 28,811

Advances to suppliers - 49,231 -  -  49,231 1,724

Imports in transit - 523 -  -  523 763

IT equipment 20 to 30   46,760  (34,388)   -   12,372   14,963

   - 2,071,367 (958,333) (1,259) 1,111,775 1,013,595

Changes in investments:    

 Balance at beginning of year 2,764 1,418 4,182 5,944 

 Equity pick-up 711 254 965 1,557 

 Advance for future capital increase - 142 142 - 

 Stock redemption received   -   -   - (3,319)

 Balance at end of year 3,475 1,814 5,289 4,182 

 2006 2005

Química da 

Bahia

Indústria e

Comércio 

S.A. (ii)

Oxicap 

Indústria de 

Gases 

 Ltda. (ii) 
   
 Total Total

(ii) Financial statements audited by other independent auditors.

In the consolidated fi nancial statements, the investment of 

subsidiary Oxiteno S.A. - Indústria e Comércio in the affi liated 

company Oxicap Indústria de Gases Ltda. is carried under the 

equity method based on the affi liate’s fi nancial statements as 

of November 30, 2006 and the investment of subsidiary Oxiteno 

Nordeste S.A. - Indústria e Comércio in the affi liated company 

Química da Bahia Indústria e Comércio S.A. is carried under 

equity method based on the affi liate’s fi nancial statements as of 

December 31, 2006. 



102

(Convenience translation into english from the original previously issued in portuguese)

The changes in the provision for losses on property, 

plant and equipment are shown below:

Balance in 2005 412 

Addition 851 

Reversal   (4)

Balance in 2006 1,259 

The subsidiaries recorded, in previous years, 

revaluation of property, plant and equipment items. 

The revaluation balances are shown below:

The depreciation of theses revaluations in the amount of 

R$1,874 (R$1,961 in 2005) was recorded in the statements 

of income. The amount of deferred taxes on revaluations 

totals R$7,491 (R$8,533 in 2005), of which R$865 (R$1,245 

in 2005) is recorded as noncurrent liabilities, as shown 

in Note 9.a), and R$6,626 (R$7,288 in 2005) is accrued in 

the same period in which certain subsidiaries realize the 

revaluation reserve, since these revaluations occurred 

prior to the issuance of CVM Resolution No. 183/95.

 

Construction in progress refers substantially to construction of 

the fatty alcohols plant of  subsidiary Oleoquímica Indústria 

e Comércio de Produtos Químicos Ltda. in the amount of  

R$40,777, and the new alkoxylation plant of subsidiary Oxiteno 

S.A. - Indústria e Comércio in the amount of R$27,526, as well 

as expansions and renovations of the subsidiaries’ plants.

Advances to suppliers refer basically to purchase of equipment 

for the fatty alcohols plant of subsidiary Oleoquímica 

Indústria e Comércio de Produtos Químicos Ltda. 

Land  15,503 -  15,503 15,571

Buildings 44,570 (34,799) 9,771 11,933

Machinery and equipment 31,738 (30,652) 1,086 1,362

Gas tanks and cylinders 48,910 (48,910)   - -

Vehicles   826   (826)    -    -

   141,547 (115,187) 26,360 28,866

 2006 2005

  Accumulated  

 Revaluation  depreciation  Net book value Net book value
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12. Intangibles (Consolidated)

The changes in the provision for losses 

on intangibles are shown below:

Balance in 2005 631

Addition 205

Balance in 2006 836

Commercial property rights, mainly those described below:

On July 11, 2002, subsidiary Terminal Químico de Aratu S.A. 

- Tequimar  signed a contract with CODEBA - Companhia 

Docas do Estado da Bahia for use of the site where the Aratu 

Terminal is located for another 20 years, renewable for the 

same period. The price paid by Tequimar amounted to R$12,000 

and is being amortized from August 2002 to July 2042.

 

Further, subsidiary Terminal Químico de Aratu S.A. - Tequimar 

has a lease agreement for an area adjacent to the Port of 

Santos for 20 years, effective December 2002 and renewable 

for another 20 years, for building and operating a terminal 

for receiving, tanking, handling and distribution of bulk 

liquids. The price paid by Tequimar was R$4,334 and is 

being amortized from August 2005 until December 2022. 

13. Deferred charges (Consolidated)

Annual amortization

 rates - % Cost Net book value

Accumulated

amortization Net book value

Expenses with studies and projects  10 to 20 50,947 (11,203) 39,744 21,024

Pre-operating expenses  10 to 33 7,155 (2,559) 4,596 4,801

Installation of Ultrasystem equipment at customers’ facilities  33 154,138 (93,133) 61,005 60,300

Goodwill  10 to 50 7,670 (1,720) 5,950 10,850

Other   20   2,152  (1,191)    961  1,311

     222,062 (109,806) 112,256 98,286

 2006 2005

Annual amortization

rate - % Cost Net book value

 2006 2005

Accumulated

amortization

Provision for

losses Net book value

Software 20 64,134 (39,559) -  24,575 25,914

Commercial property rights 2 to 6 16,334 (1,671) -  14,663 14,698

Goodwill 20 15,440 (9,302) -  6,138 7,108

Technology 20 20,404 (5,207) -  15,197 10,679

Other  10  1,372   (96) (836)   440   735

    117,684 (55,835) (836) 61,013 59,134

•

•
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14. Loans, fi nancing and debentures (Consolidated)

a) Composition

Foreign currency:     

 Syndicated loan  128,460  140,639  US$ 5,05 2008

 Notes in the foreign market (b)  535,576  586,471  US$ 7,25 2015

 Notes in the foreign market (b)  128,665  -  US$ 9,0 2020

 Working capital loan  1,375  443  MX$ + TIIE (i) 1,0 2007

 Foreign financing  26,155  28,542  US$ + LIBOR 2,0 2009

 Inventories and property, plant and equipment financing  14,445  10,957  MX$ + TIIE (i) From 1,0 to 2,0 From 2007 to 2011

 Advances on foreign exchange contracts  1,295  9,771  US$ From 5,20 Maximum of 

        to 5,65 56 days

 National Bank for Economic and Social Development (BNDES)  12,890  22,330  UMBNDES (ii) From 8,3 to 10,05 From 2007 to 2011

 National Bank for Economic and Social Development (BNDES)  10,120  261  US$ From 7,35 to 10,5 From 2009 to 2013

 Export prepayments, net of linked operations     11,100     44,852  US$ From 6,2 to 6,41 2008

Subtotal    870,081    844,266    

Local currency:     

 National Bank for Economic and Social Development (BNDES)  199,890  173,055  TJLP (iii) From 1,50 to 4,85 From 2007 to 2012

 National Bank for Economic and Social Development (BNDES)  7,005  11,244  IGP-M (iv) 6,5 2008

 Government Agency for Machinery and Equipment Financing (FINAME)  40,742  47,676  TJLP (iii) From 2,5 to 4,85 From 2007 to 2011

 Research and projects financing (FINEP)  46,881  38,059  TJLP (iii) From (2,0) to 5,0 From 2009 to 2013

 Debentures (c)  312,794  317,853  CDI 102,5 2008

 Banco do Nordeste do Brasil  19,790  -   From 11,9 to 14,0 2018

 Other       217       163    

Subtotal    627,319    588,050    

Total financing and debentures  1,497,400  1,432,316    

Current liabilities  (115,553)  (153,708)   

Long-term liabilities  1,381,847  1,278,608 

Description 2006 2005 Index/currency   Maturity

Annual

interest 

rate 2006 - %

(i) MX$ = Mexican peso; TIIE = Mexican break-even interbank interest rate. 

(ii) UMBNDES = BNDES monetary unit. This is a “basket” of currencies representing the composition of the BNDES debt in foreign currency, 93%, of which is linked to the U.S. dollar.

(iii) TJLP = fixed by the CMN (National Monetary Council); TJLP is the basic cost of BNDES financing.

(iv) IGP-M = General Market Price Index, is a measure of Brazilian inflation calculated by the Getúlio Vargas Foundation.

Expenses on studies and projects include, mainly, the LPG 

distribution structure review project and expenses for the 

Rio de Janeiro Petrochemical Complex (COMPERJ) project. 

These projects were mainly responsible for the increase 

in the deferred charges balance from 2005 to 2006.  
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The long-term portion matures as follows:

2007 - 93,958

2008 529,331 515,458

2009 101,468 74,954

2010 37,404 9,064

2011 21,686 -

Thereafter   691,958   585,174

 1,381,847 1,278,608

 2006 2005

b) Notes in the foreign market

In June 1997, the subsidiary Companhia Ultragaz 

S.A. issued US$60 million in notes, (Original Notes), 

maturing in 2005. In June 2005, maturity was extended 

to June 2020, with put/call options in June 2008.

In June 2005, the subsidiary Oxiteno Overseas Corp. acquired 

the full amount of Original Notes issued by Companhia Ultragaz 

S.A., with funds from a syndicated loan in the amount of US$60 

million with maturity in June 2008 and interest rate of 5.05% per 

year. The syndicated loan was guaranteed by the Company 

and the subsidiary Oxiateno S.A. - Indústria e Comércio.

In April 2006, the subsidiary Oxiteno Overseas Corp. sold 

the Original Notes to a fi nancial institution. Concurrently, the 

subsidiary acquired from this fi nancial institution a credit linked 

note backed by the Original Notes, as mentioned in Note 4, thus 

obtaining an additional return on this investment. The transaction 

matures in 2020, and the subsidiary as well as the fi nancial 

institution may redeem it early, although the subsidiary has only 

an annual option of redemption (purchase) in or after June 2008. 

In the event of insolvency of the fi nancial institution, Companhia 

Ultragaz S.A. would be required to settle the Original Notes, 

although Oxiteno Overseas Corp. would continue to be 

creditor of the credit linked note. Thus, the Company stopped 

eliminating the Original Notes in its fi nancial statements.

In December 2005, the subsidiary LPG International Inc. 

issued notes in the amount of US$250 million, maturing 

in December 2015, with annual interest rate of 7.25% paid 

semiannually, with the fi rst payment scheduled for June 

2006. The issue price was 98.75% of the notes’ face value, 

which represented a total yield for investors of 7.429% per 

year upon issuance. The notes were guaranteed by the 

Company and by Oxiteno S.A. - Indústria e Comércio.

 

As a result of the issuance of notes and the syndicated 

loan, the Company and its subsidiaries mentioned above 

are subject to covenants that limit, among other things:

Limitation of transactions with shareholders that hold  

amounts of 5% or more of any class of Capital Stock of the 

Company, except upon fair and reasonable terms no less 

favorable to the Company than could be obtained in a 

comparable arm’s-length transaction with a third party;

Obligation of having Board of Directors resolution for 

transactions with related parties higher than US$15 

million (excepting transactions by the Company 

with subsidiaries and between subsidiaries);

Restriction of disposal of the totality or near totality 

of the assets of Company and subsidiaries;

Restriction of encumbrances on assets in excess of US$150 

million or 15% of the value of consolidated tangible assets;

Maintenance of fi nancial ratio, between consolidated net 

debt and consolidated EBITDA (Earning Before Interest, Taxes, 

Depreciation and Amortization), less than or equal to 3.5; and

Maintenance of fi nancial ratio, between 

consolidated EBITDA and consolidated net fi nancial 

expenses higher than or equal to 1.5.

•

•

•

•

•

•
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The restrictions imposed on the Company and its subsidiaries 

are usual in transactions of this nature and have not 

limited their ability to conduct their businesses to date.

c) Debentures

On March 1, 2005, the Company issued a single series of 

30,000 nonconvertible debentures, whose main features are:

 2006 2005

Nominal unit value  R$10,000.00

Final maturity  March 1, 2008

Nominal value payment  Lump sum at final maturity

Yield  102.5% of CDI

Yield payment  Semiannually, beginning March 1, 2005

Repricing  None

The debentures are subject to commitments that restrict, among 

other things, certain operations of merger or spin-off, as well 

as the disposal of operating assets that would result in a 

reduction of more than 25% of consolidated net sales, and also 

included the obligation to maintain a consolidated net debt to 

consolidated EBITDA ratio less than or equal to 3.5. Thus far, 

none of these commitments have restricted the ability of the 

Company and its subsidiaries to conduct business.

 

d) Collateral

A portion of the fi nancing is collateralized by liens on property, 

plant and equipment, shares, promissory notes and guarantees 

provided by the Company and its subsidiaries, as shown below:

Amount of financing secured by:  

 Property, plant and equipment 42,667 53,734

 Shares of affiliated companies and minority 

 stockholders’ guarantees   7,005 11,244

  49,672 64,978

Other loans are collateralized by guarantees issued by the 

Company and by the future fl ow of exports. The Company is 

responsible for sureties and guarantees offered on behalf of 

its subsidiaries, amounting to R$1,073,134 (R$1,017,858 in 2005).

Certain subsidiaries have issued guarantees to fi nancial 

institutions related to amounts owed to those institutions by 

some of their customers (vendor fi nancing). In the event any 

subsidiary is required to make a payment under the guarantees, 

the subsidiary may recover such amounts paid directly from 

its customers through commercial collection. Maximum future 

payments related to these guarantees amount to R$34,879 

(R$33,208 in 2005), with terms of up to 210 days. As of December 

31, 2006, the Company and its subsidiaries have not incurred 

any loss nor recorded any liability related to these guarantees.

15. Stockholders’ equity

a) Capital

The Company is a listed corporation with shares traded 

on the São Paulo and New York Stock Exchanges. 

Subscribed and paid-up capital is represented by 

81,325,409 shares without par value, comprised of 

49,429,897 common and 31,895,512 preferred shares.

As of December 31, 2006, 12,534,161 preferred 

shares were outstanding abroad, in the form of 

American Depositary Receipts - ADRs. 

Preferred shares are not convertible into common shares, do 

not entail voting rights, and have priority in capital redemption, 

without premium, in the event of liquidation of the Company.

At the beginning of 2000, the Company granted, through 

a stockholders agreement, tag-along rights, which assure 

to minority stockholders identical conditions to those 
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negotiated by the controlling shareholders in case of 

disposal of shareholding control of the Company. 

The Company is authorized to increase its capital, regardless 

of amendment to the bylaws, through a resolution of 

the Board of Directors, until it reaches R$1,500,000, by 

means of issuance of common or preferred shares, 

without keeping the existing ratio, observed the limit of 

2/3 of preferred shares to the total shares issued.

 

b) Treasury shares

The Company acquired its own shares at market prices, without 

capital reduction, for holding in treasury and subsequent 

disposal or cancellation, in accordance with the provisions 

of Brazilian Securities Commission (CVM) Instructions No. 10, 

of February 14, 1980, and No. 268, of November 13, 1997.

As of December 31, 2006, the Company’s fi nancial statements 

record 161,697 preferred shares and 6,617 common shares 

in treasury, which were acquired at the average cost of 

R$27.59 and R$19.30 per share, respectively. The consolidated 

fi nancial statements record 408,647 preferred shares and 

6,617 common shares in treasury, which were acquired at the 

average cost of R$25.27 and R$19.30 per share, respectively. 

The market price of preferred shares issued by the 

Company as of December 31, 2006 on the São Paulo 

Stock Exchange (BOVESPA) was R$48.99.

c) Capital reserve

The capital reserve in the amount of R$3,026 refl ects the 

goodwill on the disposal of shares at market price to be held 

in treasury in the Company’s subsidiaries, at the average price 

of R$36.00 per share. Executives of these subsidiaries were 

given the usufruct of such shares, as described in Note 21. 

d) Revaluation reserve

This reserve refl ects the revaluation write-up of assets of 

subsidiaries and is realized based upon depreciation, write-off 

or disposal of revalued assets, including the related tax effects.

In some cases, taxes on the revaluation reserve of certain 

subsidiaries are recognized only upon the realization of this 

reserve, since the revaluations occurred prior to the publication 

of CVM Resolution No. 183/95,as mentioned in Note 11.

e) Retention of profi ts reserve

This reserve is supported by the investment program, 

in conformity with article 196 of Brazilian corporate 

law, and includes both a portion of net income and 

the realization of the revaluation reserve.

f) Realizable profi ts reserve

This reserve is established in conformity with article 197 of 

Brazilian corporate law, based on the equity in subsidiaries and 

affi liated companies. Realization of the reserve usually occurs 

upon receipt of dividends, disposal and write-off of investments. 

 

g) Dividends and appropriation of net income (Company)

According to the Company’s bylaws, the stockholders 

are entitled to a minimum annual dividend of 50% 

of adjusted net income, calculated according to the 
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Proposed dividends as stated in the Company’s 

fi nancial statements, subject to approval at the 

Annual Stockholders’ Meeting, are as follows:

Net income 288,373 

Legal reserve (14,419)

Retention of profits reserve (136,977)

Realizable profits reserve  (61,013)

Dividends balance 75,964 

Realization of realizable profits reserve 68,236 

Interim dividends (R$0,887398  per common and preferred share) (72,000)

Proposed dividends payable (R$0,889633 per common and preferred share) (72,200)

2006

h) Conciliation of stockholders’ equity - Company and consolidated

Stockholders’ equity - Company 1,940,710  1,795,643 

Treasury shares held by subsidiaries, net of realization (4,723) (3,761)

Capital reserve arising from sale of treasury shares to subsidiaries, net of realization    (2,476)    (1,717)

Stockholders’ equity - consolidated 1,933,511  1,790,165 

 2006  2005

i) Reconciliation of net income - Company and consolidated

The reconciliation of net income, Company and consolidated, 

shows the effect of the reversal of the allowance for scheduled 

factory maintenance of some subsidiaries, net of income and 

Net income - Company 288,373  299,178

Reversal of allowance for factory maintenance by the subsidiary Oxiteno S.A. Indústria e Comércio (796) -

Reversal of allowance for factory maintenance by the subsidiary Oxiteno Nordeste S.A. Indústria e Comércio  (5,513)       -

Net income - consolidated 282,064  299,178

 2006  2005

social contribution taxes, recorded in retained earnings, in 

accordance with CVM Resolution No. 489/05 and Technical 

Interpretation No. 01/06 by IBRACON, as follows:

16. Nonoperating expenses, net (Consolidated) 

Composed mainly of R$13,670 (R$391 in 2005) in write-off of 

deferred assets related to studies and projects, and R$4,818 

(R$1,375 in 2005) of result on the sale of property, plant and 

equipment, mainly gas cylinders and vehicles and allowance for 

losses of investments.



Audited financial statements

Ultrapar Annual Report 2006 109

(Convenience translation into english from the original previously issued in portuguese)

17. Segment information

The Company has three reportable segments: gas, chemicals 

and logistics. The gas segment distributes LPG to retail, 

commercial and industrial consumers mainly in the South, 

Southeast and Northeast Regions of Brazil. The chemicals 

segment primarily produces ethylene oxide and byproducts, 

which are raw materials for the textiles, foods, cosmetics, 

detergents, agricultural chemicals, paints and varnishes 

industries, among other. Operations in the logistics segment 

(*) In 2006, includes R$23,524 referring to the reversal of the provision for PIS and COFINS contingencies and R$26,225 related to the recovery of PIS and COFINS mentioned in Note 20a).

include storage and transportation, mainly in the Southeast 

and Northeast Regions of Brazil. Reportable segments are 

strategic business units that offer different products and services. 

Intersegment sales are transacted at prices approximating 

those that could be obtained with third parties. 

The principal fi nancial information about each of the Company’s 

reportable segments is as follows:

Net sales, net of related-party transactions 3,065,849 1,549,470 178,640 89 4,794,048 4,693,848

Income from operations before financial income 

(expenses) and equity in subsidiary and 

affiliated companies 167,345 146,296 11,441 5,309 330,391 358,330

Total assets, net of related parties 918,598 2,298,395 310,082 322,769 3,849,844 3,625,125

     2006 2005

 Ultragaz Oxiteno Ultracargo Other Consolidated Consolidated

18. Financial income and expenses, net (Consolidated)

Financial income:  

 Interest on temporary cash investments and noncurrent investments 163,223  128,845 

 Interest on trade accounts receivable 5,295  5,125 

 Monetary and exchange variation income (14,408) (17,809)

 Other income   1,821    2,489

   155,931  118,650 

Financial expenses:  

 Interest on loans and financing (85,477) (42,869)

 Interest on debentures (44,827) (41,436)

 Bank charges (14,677) (17,125)

 Monetary and exchange variations expenses 17,660  32,343 

 Financial results from currency hedge transactions (18,977) (48,801)

 CPMF/IOF/other financial expenses(*) 28,952  (25,608)

 Other expenses   (8,013)   (2,498)

   (125,359) (145,994)

Financial income (expenses), net  30,572   (27,344)

 2006 2005
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19. Risks and fi nancial instruments (Consolidated)

The main risk factors to which the Company and its subsidiaries 

are exposed refl ect strategic/operating and economic/

fi nancial aspects. Strategic/operating risks (such as behavior 

of demand, competition, technological innovation, and 

signifi cant structural changes in industry, among others) are 

addressed by the Company’s management model. Economic/

fi nancial risks mainly refl ect customer default, macroeconomic 

variables, such as exchange and interest rates, as well as 

the characteristics of the fi nancial instruments used by the 

Company. These risks are managed through control policies, 

specifi c strategies and the determination of limits, as follows:

Customer default - These risks are managed by specifi c 

policies for accepting customers and analyzing credit, and 

are mitigated by diversifi cation of sales. As of December 31, 

2006, Oxiteno S.A. - Indústria e Comércio and its subsidiaries 

maintained R$1,558 (R$848 in 2005) and the subsidiaries 

of Ultragaz Participações Ltda. maintained R$20,020 

(R$25,191 in 2005) as an allowance for doubtful accounts. 

Interest rates - The Company and its subsidiaries adopt 

conservative policies to obtain and invest funds and to 

minimize the cost of capital. Temporary cash investments 

of the Company and its subsidiaries are comprised 

substantially of transactions linked to the CDI, as described 

in Note 4. A portion of the fi nancial assets is intended for 

foreign currency hedges, as mentioned below. Borrowings 

are mainly originated from the BNDES, debentures and 

foreign currency fi nancing, as mentioned in Note 14.

Exchange rate - The Company’s subsidiaries use hedge 

instruments (mainly CDI and US$) available in the fi nancial 

market to cover assets and liabilities in foreign currency, 

so as to reduce the exchange variation effects on their 

results. Such hedges have amounts, periods and indexes 

substantially equivalent to the assets and liabilities in 

foreign currency to which they are linked. Shown below 

are the assets and liabilities in foreign currency, translated 

into Brazilian reais at December 31, 2006 and 2005:

Assets:  

 Investments abroad and hedges 94,417  126,236

 Foreign cash and cash equivalents 861  3,129

 Temporary cash and long-term investments in foreign currency 776,454  722,565

 Receivables from foreign customers, net of advances on exchange contracts and allowance for loss   25,352   21,949

   897,084  873,879

Liabilities:  

 Foreign currency financing 870,081  844,266

 Import payables 30,872   16,054

   900,953  860,320

Net asset position  (3,869)  13,559

 2006 2005

•

•

•
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The exchange rate variation related to cash and banks, 

investments, temporary cash investments, and long-term 

cash investments of foreign subsidiaries was recorded as 

fi nancial expense in the consolidated statement of income 

for the year ended December 31, 2006, in the amount 

of R$15,927 (fi nancial expense of R$9,434 in 2005).

Book value Market value Book value Market value

Financial assets:    

 Cash and banks   31,992 31,992 32,714 32,714

 Temporary cash investments   1,038,084 1,034,144 1,218,210 1,215,638

 Noncurrent investments     547,978   564,379  372,692   372,692

     1,618,054 1,630,515 1,623,616 1,621,044

Financial liabilities:      

 Current and long-term loans   1,184,606 1,211,849 1,114,463 1,113,665

 Current and long-term debentures     312,794  312,748 317,853  318,495

     1,497,400 1,524,597 1,432,316 1,432,160

Investment:      

 Investments in affiliated companies      25,497 28,978 28,117    33,126

 2006 2005

The market value of fi nancial instruments was obtained 

through the commonly used marking to market methodology, 

which consists of carrying the balances of the instruments 

until the maturity at the respective contracted rates, 

discounting them to present value at market rates as 

of December 31, 2006 and 2005. The market value of 

investment in affi liated company is based on the share price 

trading on the São Paulo Stock Exchange (BOVESPA).

20. Contingencies and commitments (Consolidated)

a) Labor, civil and tax lawsuits 

The Petrochemical Industry Labor Union, of which the employees 

of Oxiteno Nordeste S.A. - Indústria e Comércio are members, 

Market value of fi nancial instruments

Market value of fi nancial instruments as of 

December 31, 2006 and 2005 are as follows:

fi led an action against the subsidiary in 1990, demanding 

compliance with the adjustments established in a collective 

labor agreement, in lieu of the salary policies effectively 

followed. At the same time, the employers’ association proposed 

a collective bargaining for the interpretation and clarifi cation 

of the fourth clause of the agreement. Based on the opinion of 

its legal counsel, who analyzed the last decision of the Federal 

Supreme Court (STF) on the collective bargaining, as well as the 

status of the individual lawsuit of the subsidiary, management 

believes that a reserve is not necessary as of December 31, 2006.

 

The subsidiaries Companhia Ultragaz S.A. and SPGás 

Distribuidora de Gás Ltda. are parties to an administrative 

proceeding at the SDE (Economic Law Department), linked to 

•
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CADE (Administrative Council for Economic Defense), under 

the allegation of anticompetitive practice in municipalities of 

a region of the State of Minas Gerais in 2001. In September 

2005, the SDE issued a technical notice recommending 

to CADE a ruling against the companies involved in this 

proceeding. In their defense, the subsidiaries’ arguments, 

among others, are that: (i) under the terms of the notice issued 

by the Company’s chief executive offi cer on July 4, 2000, 

the subsidiaries’ employees were forbidden to discuss with 

third parties matters related to prices; and (ii) no consistent 

evidence was attached to the proceeding’s records. In view 

of the arguments presented, the fact that the technical notice 

has no binding effect on CADE’s decision, and their legal 

counsel’s opinion, the subsidiaries did not record a provision 

for this issue. Should CADE’s decision be unfavorable, the 

subsidiaries can still discuss the issue at the judicial level. 

The subsidiary Companhia Ultragaz S.A. is a defendant in 

lawsuits relating to damages caused by an explosion in 1996 

in a shopping mall in the city of Osasco, State of São Paulo. 

Such lawsuits involve: (i) individual suits fi led by victims of the 

explosion claiming damages from Ultragaz for the loss of 

economic benefi t and for pain and suffering; (ii) lawsuit for 

reimbursement of expenses by the administration company of 

the shopping mall and its insurance company; and (iii) class 

action suit seeking indemnifi cation for property damage and 

pain and suffering for all the victims injured and deceased. 

The subsidiary believes that it has presented evidence that 

defective gas pipes in the shopping mall caused the accident 

and that Ultragaz’s on-site LPG storage facilities did not 

contribute to the explosion. Of the 58 lawsuits judged thus 

far, a favorable judgment was obtained for 57, and of these 

16 have already been dismissed;  only 1 had an unfavorable 

decision, which is still subject to appeal, and whose amount, 

should the decision be upheld, is R$17. Two lawsuits have not 

yet been judged. The subsidiary has insurance coverage 

for these lawsuits, and the uninsured contingent amount is 

R$23,595. The Company has not recorded any provision for 

this amount, since it believes the probability of loss is remote.

The Company and its subsidiaries obtained injunctions to 

pay PIS and COFINS (taxes on revenues) without the changes 

introduced by Law No. 9718/98 in its original version. The 

ongoing questioning refers to the levy of these taxes on sources 

other than revenues. The unpaid amounts were recorded in 

the fi nancial statements of the Company and its subsidiaries, 

totaling R$14,469 (R$36,966 in 2005). Recently the STF has 

decided the matter favorable to the taxpayer. Although it is a 

precedent, the effect of this decision does not automatically 

apply to all companies, since they must await judgment of their 

own lawsuits. In 2006 fi nal  decisions were rendered on the 

lawsuits of subsidiaries Companhia Ultragaz S.A. , Transultra 

- Armazenagem e Transporte Especializado Ltda., Oxiteno S.A 

Indústria e Comércio and Ultraquímica Florestal Ltda. (company 
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merged into Ultracargo Operações Logísticas e Participações 

Ltda.), and the subsidiaries reversed the existing provisions in 

the amount of R$15,886, R$1,331, R$5,736 and R$571, respectively, 

net of attorney’s fees, as fi nancial income in the statement of 

income for the year. Likewise, a fi nal  decision was rendered 

on the lawsuit related to the subsidiary Oxiteno Nordeste S.A. 

Indústria e Comércio. As this subsidiary had not obtained 

an injunction, it paid undue PIS and COFINS in prior periods. 

The amount of R$26,225, related to the favorable outcome in 

this lawsuit, net of attorney’s fees, was recorded as fi nancial 

income and it is being used for offset of federal taxes.  

The Company has other subsidiaries whose lawsuits have 

not yet been judged. Thus, should there be fi nal favorable 

outcomes for the subsidiaries in all lawsuits, the Company 

estimates that the total positive effect in addition to the already 

recorded in income before income and social contribution 

taxes should reach R$14,107, net of attorney’s fees.

Subsidiary Oxiteno S.A. - Indústria e Comércio and its subsidiary 

Oxiteno Nordeste S.A. - Indústria e Comércio accrued R$15,590 

(R$14,532 in 2005) for ICMS tax assessments being judged 

at lower-level and appeal-level administrative courts. The 

subsidiaries are currently awaiting decisions on the appeals. 

Subsidiary Utingás Armazenadora S.A. has challenged 

in court ISS (Service Tax) tax assessments issued by the 

municipal government of Santo André. Legal counsel of 

the subsidiary classifi es the risk as low, since a signifi cant 

portion of the lower-court decisions was favorable to 

the subsidiary. The thesis defended by the subsidiary is 

supported by the opinion of a renowned tax specialist. 

The unprovisioned updated amount of the contingency as 

of December 31, 2006 is R$33,351 (R$29,995 in 2005).

On October 7, 2005, the subsidiaries of Ultragaz Participações 

Ltda. fi led for and obtained an injunction to support the 

offset of PIS and COFINS credits against other federal 

taxes administered by the Federal Revenue Service (SRF), 

notably corporate income tax and social contribution taxes. 

According to the injunction obtained, the subsidiaries 

have been making escrow deposits for these debits and 

recognizing the corresponding liability for this purpose.

On September 29, 2006 the subsidiaries Oxiteno S.A Indústria 

e Comércio, Oxiteno Nordeste S.A Indústria e Comércio, 

Companhia Ultragaz S.A. and Transultra Armazenamento e 

Transporte Especializado Ltda fi led for an injunction seeking 

the deduction of ICMS from the PIS and COFINS tax basis.

The Company and its subsidiaries fi led a request for an 

injunction seeking not to be subject to the legislation that 

restricted the offset of corporate income tax (IRPJ) and social 

contribution  (CSLL) tax loss carryforwards computed through 

December 31, 1994 to 30% of income for the year, as well as 

petitioning the full and immediate utilization of supplementary 
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b) Contracts

Subsidiary Terminal Químico de Aratu S.A. - Tequimar has 

contracts with CODEBA  and Complexo Industrial Portuário 

Governador Eraldo Gueiros, in connection with their port 

facilities in Aratu and Suape, respectively. Such contracts 

establish minimum cargo movement of 1,000,000 tons per 

year for Aratu, effective through 2022, and 250,000 tons per 

year for Suape, effective through 2027. If annual movement 

is less than the minimum required, the subsidiary is required 

to pay the difference between the actual movement and 

Balance in

2005 Additions Write-off  Interest

Income and social contribution taxes 9.272  25.088  (314) 1.984  36.030 

PIS and COFINS on other revenues  36.966  10  (24.453) 1.946  14.469 

ICMS  14.532  266  -  1.066  15.864 

INSS       -   2.172       -      -   2.172 

PIS on rendering of services      -     267       -     17     284 

(-) Escrow deposits  (6.148) (24.436)      -  (1.762) (32.346)

Total of other taxes and contributions 54.622   3.367  (24.767) 3.251  36.473

Provisions

Balance in

 2006  

monetary adjustment based on the Consumer Price Index (IPC) 

/ National Treasury Bonds (BTN) for 1990 (Law No. 8.200/91). 

There are good precedents for these discussions when it is 

proven that there was only a postponement of payment of 

IRPJ and CSLL to the following years, as is the case of the 

Company’s subsidiaries, and legal counsel understands that 

the chances of success of the challenge in the judicial sphere 

is possible. The contingency is estimated at R$21,449.

 

The Company and its subsidiaries have other ongoing 

administrative and judicial proceedings; legal counsel 

classifi ed the risks on these proceedings as possible 

and/or remote and, therefore, no reserves for potential 

losses on these proceedings have been recorded.

Escrow deposits and provisions are summarized below:

the minimum contractual movement, using the port rates in 

effect at the date established for payment. As of December 

31, 2006, such rates were R$3.67 and R$3.44 per ton for Aratu 

and Suape, respectively. The subsidiary has met the minimum 

cargo movement limits since inception of the contracts.

Subsidiary Oxiteno Nordeste S.A. - Indústria e Comércio has a 

supply contract with Braskem S.A, that establishes a minimum 

consumption level of ethylene per year. The minimum purchase 
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In tons 137,900 181,496 192,190

Minimum purchase 

commitment

Actual demand

 2006 2005

On August 16, 2006 the subsidiary signed a memorandum 

of understanding, altering the ethylene supply contract 

with Braskem S.A. described above. The memorandum of 

understanding regulates new conditions of ethylene supply 

through 2021, and in 2007 and 2008 the subsidiary will have an 

additional volume of ethylene, with the minimum quantity in tons 

increasing to 180 thousand and 190 thousand, respectively.

 

c) Insurance coverage for subsidiaries

The Company has insurance policies to cover various risks, 

including loss and damage from fi re, lightning, explosion of 

any nature, windstorm, plane crash and electrical damage, 

among others, protecting the plants and other branches of all 

subsidiaries, with coverage amounting to US$396 million.

For the plants of Oxiteno S.A. - Indústria e Comércio, 

Oxiteno Nordeste S.A. - Indústria e Comércio and Canamex 

Químicos S.A. de C.V., there is also loss of income insurance 

against losses from potential accidents related to their 

assets, with coverage amounting to US$233 million.

A civil liability insurance program covers the Company and 

its subsidiaries, with global coverage of US$200 million, 

for losses and damage from accidents caused to third 

parties, related to the commercial and industrial operations 

and/or distribution and sale of products and services.

Group life insurance, personal accident insurance, 

health insurance, and domestic and international 

transportation insurance are also contracted.

21. Stock compensation plan (Consolidated)

The Extraordinary Stockholders’ Meeting held on November 

26, 2003 approved a compensation plan for management of 

the Company and its subsidiaries, which provides for: (i) the 

initial grant of usufruct of shares issued by the Company and 

held in treasury by the subsidiaries in which the benefi ciaries 

are employed; and (ii) the transfer of the benefi cial ownership 

of the shares after ten years from the initial grant, provided that 

the professional relationship between the benefi ciary and the 

Company and its subsidiaries is not interrupted. The total amount 

granted to executives until December 31, 2006, including taxes, 

was R$12,263 (R$8,940 in 2005). This amount is being amortized 

over a period of ten years and the amortization related to the 

year ended December 31, 2006, in the amount of R$949 (R$776 

in 2005), was recorded as an operating expense for the period.

commitment and the actual demand for the years ended 

December 31, 2006 and 2005, expressed in tons of ethylene, are 

summarized below. Should the minimum purchase commitment 

not be met, the subsidiary would be liable for a fi ne of 40% 

of the current ethylene price for the quantity not purchased.
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22. Employee benefi ts and provate 

pension plan (Consolidated)

The Company and its subsidiaries offer benefi ts to their 

employees, such as life insurance, health care and pension 

plan. In addition, loans for the acquisition of vehicles and 

personal computers are available to employees of certain 

subsidiaries. These benefi ts are recorded on the accrual basis 

and terminate at the end of the employment relationship.

In August 2001, the Company and its subsidiaries began 

to provide a defi ned contribution pension plan to their 

employees. This plan is managed by Ultraprev - Associação 

de Previdência Complementar. Under the terms of the plan, 

the basic contribution of each participating employee is 

defi ned annually by the participant between 0% and 11%, 

of his/her salary. The sponsoring companies provide a 

matching contribution in an identical amount as the basic 

contribution. As participants retire, they may opt to receive 

monthly: (i) a percentage varying between 0.5% and 1.0% of 

the fund accumulated in their name in Ultraprev; or (ii) a fi xed-

monthly amount that will deplete the fund accumulated in the 

participant’s name in a period of 5 to 25 years. Accordingly, 

neither the Company nor its subsidiaries assume responsibility 

for guaranteeing the levels of amounts or periods of receipt of 

the retirement benefi t. In 2006, the Company and its subsidiaries 

contributed R$3,337 (R$2,982 in 2005) to Ultraprev, which 

was charged to income for the period. The total number of 

participating employees as of December 31, 2005 was 5,632, 

with no participants retired to date. Additionally, Ultraprev 

has 1 active participant and 31 former employees receiving 

defi ned benefi ts according to the policies of a previous plan. 
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The Fiscal Council (Audit Comitee) of Ultrapar Participações 
S.A., in compliance with legal and statutory requirements, 
has duly examined the Management Report and Financial 
Statements (company and consolidated fi gures) referring 
to the fi scal year ended December 31, 2006. Based on 
the examinations carried out and taking into account the 
unqualifi ed report issued by the independent auditor 

Report of Fiscal Council of Ultrapar Participações S.A.

São Paulo, February 8, 2007

Deloitte Touche Tohmatsu Auditores Independentes, 
dated January 31, 2007, the Fiscal Council  opines that 
the aforementioned documents, as well as the capital 
budget for 2007 and the proposal for the destination 
of earnings in the period, including the distribution of 
dividends, are in a satisfactory condition to be approved 
at the Ordinary General Meeting.
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