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If any of the securities being registered on this form are to be offered on a delayed or continuous basis
pursuant to Rule 415 under the Securities Act of 1933, as amended, please check the following box. o

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities
Act, please check the following box and list the Securities Act registration statement number of the earlier

effective registration statement for the same offering. o

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, please check
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CALCUIATION OF REGISTRATION FEE

Proposed
Proposed maximum
maximum aggregate
Title of each class of securities to be Amount to be offering price offering Amount of
registered registered (1) per unit price(2) registration fee
Preferred shares, without par value(3) 6,146,901,164 U.S.$0.019131 U.S.$117,596,370 U.S.$13,841

(1) Includes 5,062,153,900 preferred shares to be offered and sold in the United States and elsewhere and 1,084,747,264
preferred shares subject to the underwriters[] over-allotment option. Offers and sales of preferred shares outside the United
States are being made pursuant to Regulation S under the Securities Act and are not covered by this registration statement.
A portion of the preferred shares will be represented by ADSs. Each ADS represents 1000 preferred shares.

(2) Estimated solely for the purpose of computing the amount of the registration fee in accordance with Rule 457(c) under the

Securities Act based on the average of the high and low prices of the preferred shares represented by the ADSs on the New
York Stock Exchange on January 28, 2005.

(3) A separate Registration Statement on Form F-6 (File No. 333-10816) was filed on September 10, 1999 and declared

effective on October 5, 1999. This Registration Statement on Form F-6 relates to the registration of ADSs evidenced by the
American Depositary Shares issuable upon deposit of the preferred shares registered hereby.

The Registrant hereby amends this Registration Statement on such date or dates as may be
necessary to delay its effective date until the Registrant shall file a further amendment which
specifically states that this Registration Statement shall thereafter become effective in accordance
with Section 8(a) of the Securities Act or until this Registration Statement shall become effective on
such date as the Commission, acting pursuant to said Section 8(a), may determine.

The information in this preliminary prospectus is not complete and may be changed. We may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective. This
preliminary prospectus is not an offer to sell these securities and we are not soliciting offers to buy these
securities in any jurisdiction where the offer or sale is not permitted.
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PRELIMINARY PROSPECTUS Subject to Completion February 2, 2005

Preferred Shares
including Preferred Shares in the form of
American Depositary Shares

Ultrapar Participacoes S.A.
R$ per 1,000 Preferred Shares
U.S.$ per American Depositary Share

The selling shareholders named in this prospectus are offering 7,231,648,428 preferred shares (including
preferred shares in the form of American Depositary Shares, which we refer to as ADSs) to be sold in a global
offering. Each ADS represents 1,000 preferred shares and will be evidenced by American Depositary Receipts,
which we refer to as ADRs. Of the total being sold by the selling shareholders, the underwriters are offering
preferred shares and ADSs in the United States and other jurisdictions outside Brazil, preferred shares
purchased by U.S. investors will be placed outside the United States by the Brazilian underwriters, settled in
Brazil and paid for in reais and their offer is being underwritten by the Brazilian underwriters identified
elsewhere in this prospectus, pursuant to an underwriting agreement governed by Brazilian law. U.S. investors
purchasing preferred shares must be authorized to invest in Brazilian Securities under the requirements
established by the Brazilian National Monetary Council (Conselho Monetario Nacional, or CMN) and the Brazilian
Securities Commission (Comissao de Valores Mobiliarios, or CVM). The Brazilian underwriters are offering
preferred shares in Brazil to Brazilian investors and other non-U.S. international investors authorized to invest in
Brazilian securities under the requirements established by the CMN and the CVM. We will not receive any
proceeds from this offering unless the underwriters exercise their over-allotment option, as described below. The
closings of the international and Brazilian offerings will be conditioned upon each other.

Our preferred shares are traded on the Sdo Paulo stock exchange under the symbol [[UGPA4[] and our ADSs are
traded on the New York Stock Exchange under the symbol [[UGP[]. On , 2005, the last reported sale price on
the Sao Paulo Stock Exchange of our preferred shares was R$ per 1,000 preferred shares and the last
reported sale price on the New York Stock Exchange of our ADSs was U.S.$ per ADS.

This offering will be registered with the CVM. The CVM has not approved or disapproved these securities or
determined if this prospectus (or the Portuguese-language prospectus used in the Brazilian offering) is truthful or
complete.

Investing in the preferred shares or the ADSs involves a high degree of risk. Before buying any
preferred shares or ADSs, you should carefully read the discussion of material risks of investing in our
securities under the heading [JRisk factors[] beginning on page 10 of this prospectus.
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Neither the Securities and Exchange Commission nor any state securities commission has approved
or disapproved of these securities or determined if this prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

Per 1,000 preferred
shares Total
Public offering price U.S.$ U.S.$
Underwriting discounts and commissions U.S.$ U.S.$
Proceeds, before expenses, to the selling shareholders U.S.$ U.S.$

The underwriters and the Brazilian underwriters may also purchase up to an additional aggregate
1,084,747,264 preferred shares (which may include preferred shares in the form of ADSs), from us at the public
offering price, less the underwriting discounts and commissions, within 30 days from the date of this prospectus
to cover over-allotments, if any. If the underwriters and the Brazilian underwriters exercise the option in full, the
total underwriting discounts and commissions will be U.S.$ , and the total proceeds, before expenses, to us will
be U.S.$

The underwriters are offering the preferred shares and ADSs and the Brazilian underwriters are offering the
preferred shares to non-U.S. investors as set forth under [JUnderwriting.[] Delivery of the preferred shares will be
made in Brazil through the facility of the Companhia Brasileira de Liquidagdo e Custddia (the Brazilian

Settlement and Custodial Company), which we refer to as the CBLC, on or about , 2005. Delivery of the
ADSs will be made through the book-entry facilities of the Depositary Trust Company on or about , 2005.
Delivery of the ADSs will be made in New York, New York on or about , 2005.

Sole Global Coordinator & Joint
Bookrunner Joint Bookrunner

UBS Investment Pactual Capital

Bank Corporation
The date of this prospectus is , 2005.

TABLE OF CONTENTS

Page Page
Forward looking statements ii Management 77
Presentation of information iii Principal and selling shareholders 82
Prospectus summary 1 Distribution policy and dividends 85
The offering 5 Description of capital stock 88
Summary financial information 8 Description of American depositary receipts 98
Risk factors 10 Taxation 105
Use of proceeds 18 Underwriting 111
Market information 19 Expenses of issuance and distribution 116
Exchange rates 22 Validity of securities 116



Edgar Filing: ULTRAPAR HOLDINGS INC - Form F-1

Capitalization 23 Experts 116
Where you can find more information about
Selected consolidated financial information 24 us 117
Management[]s discussion and analysis of Enforcement of judgments against foreign
financial persons118
condition and results of operations 27 Index to consolidated financial statements F-1
Business 46

You should rely only on the information contained in this prospectus or to which we have referred you. We, the
selling shareholders and the underwriters have not authorized anyone to provide you with information different
from that contained in this prospectus. The selling shareholders and the underwriters are not making an offer to
sell the preferred shares or ADSs in a jurisdiction or state where such offer is not permitted. The information in
this document is only accurate at the date of this prospectus, and our business, results of operations and financial
condition may change after the date of this prospectus.

We have prepared this prospectus on the basis of information that we have or have obtained from sources we
believe to be reliable. The discussions of documents referred to in this prospectus summarize those documents
and we refer you to those documents for more complete information. You should consult your own legal, tax and
business advisors regarding an investment in our preferred shares or ADSs.

The offering of preferred shares is being made in Brazil by a Portuguese-language prospectus that has been
filed with the CVM and has the same date as this prospectus but has a different format. This offering is being
made in the United States and elsewhere outside Brazil solely on the basis of the information contained in this
prospectus.

No offer or sale of ADSs may be made to the public in Brazil except in circumstances which do not constitute a
public offer or distribution under Brazilian laws and regulations. Any offer or sale of ADSs in Brazil to
non-Brazilian residents may be made only under circumstances that do not constitute a public offer or
distribution under Brazilian laws and regulations.

Forward looking statements

The statements contained in this prospectus in relation to our plans, forecasts, expectations regarding future
events, strategies, and projections, are forward-looking statements which involve risks and uncertainties and
which are therefore not guarantees of future results. Forward-looking statements speak only as of the date they
were made, and we undertake no obligation to update publicly or revise any forward-looking statements after we
distribute this prospectus because of new information, future events and other factors. Words such as [Jbelieve,[]
Oexpect,[] Omay,[ Owill,[ Oplan,[] Ostrategy,] Oprospect,[] Oforesee,[] estimate,[] (Jproject,[] Janticipate,[] [Jcan,] Jintend[] an
are intended to identify forward-looking statements. We have made forward-looking statements which cover,
among other things, our:

® strategy for marketing and operational expansion;

® capital expenditures forecasts; and

e development of additional sources of revenue.
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These forward-looking statements are subject to risks and uncertainties, which could mean that our actual
results and performance could differ significantly from those anticipated and that anticipated events or
circumstances might not occur. The risks and uncertainties include, but are not limited to:

e general economic and business conditions, including the price of crude oil and other commodities,
refining margins and prevailing foreign exchange rates;

® competition;
® ability to produce and deliver products on a timely basis;

e ability to anticipate trends in the LPG industry, including changes in capacity and industry price
movements;

® changes in official regulations;

® receipt of official authorizations and licenses;

® political, economic and social events in Brazil;

® approval of Brazilian antitrust authorities of the Shell Gas acquisition;
® access to sources of financing and our level of debt;

® ability to integrate acquisitions;

® regulatory issues relating to acquisitions;

® availability of tax benefits; and
e other factors contained in this prospectus under [JRisk factors.[]

ii

Presentation of information

The audited consolidated balance sheets included herein and the related consolidated statements of income,
cash flows, changes in financial position and changes in shareholders[] equity, including the notes thereto, are our
consolidated financial statements. The unaudited interim consolidated financial statements as of September 30,
2004 and for the nine months ended September 30, 2004 and 2003 included in this prospectus and the related
consolidated statements of income, cash flows, changes in financial position and changes in shareholders[] equity,
including the notes thereto, are our unaudited interim consolidated financial statements. The selected financial
information presented in this prospectus should be read in conjunction with our consolidated financial
statements, our unaudited interim consolidated financial statements, and the notes thereto.

All references herein to the [Jreal,[] [Jreais,[] or [JR$[] are to the Braediathe official currency of Brazil. All
references to [JU.S. dollars,[] [Jdollars[] or [JU.S.$[] are to United States dollars.
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Segment information for our businesses are presented on an unconsolidated basis. Consequently,
intercompany transactions have not been eliminated in segment information and therefore this information will
not sum to consolidated financial information provided. See [JBusiness-Related party transactions[] for more
information.

Certain figures included in this prospectus have been subject to rounding adjustments. Accordingly, figures
shown as totals in certain tables may not be an arithmetic aggregation of the figures that precede them.

Brazilian GAAP and U.S. GAAP

Our consolidated financial statements are prepared in accordance with accounting practices adopted in Brazil
(OBrazilian GAAPY]), which include accounting principles emanating from the Brazilian corporate law and
accounting standards and supplementary procedures established by the CVM and the Brazilian Institute of
Independent Auditors (Instituto dos Auditores Independentes do Brasil), or IBRACON. Such accounting practices
differ in certain material respects from accounting principles generally accepted in the United States of America,
or U.S. GAAP. See note 24 to our consolidated financial statements for a summary of the differences between
Brazilian GAAP and U.S. GAAP, and a reconciliation to U.S. GAAP of shareholders[] equity as of December 31, 2003
and 2002, and net income for the years ended December 31, 2003, 2002 and 2001.

Market share information

All market share information for the LPG business in Brazil is obtained from Sindigdas, the Brazilian
Association of LPG distributors. Unless otherwise specified, all macro economic data is obtained from Instituto
Brasileiro de Geografia e Estatistica[] IBGE, Fundacgao Getulio Vargas [J FGV and the Central Bank of Brazil (Banco
Central do Brasil), or the Central Bank.

iii

Prospectus summary

This summary highlights information contained elsewhere in this prospectus. This summary does not contain
all of the information that you should consider before buying shares in this offering. You should read the entire
prospectus carefully. Unless the context otherwise requires, all references to [JUltrapar,[] the [[Company,[] [we,[]
[Jus[] or [Jour[] refer to Ultrapar Participacdes S.A. together with its subsidiaries. [JUltragaz[] refers to Ultragaz
Participacées Ltda. together with its subsidiaries. [JOxiteno[] refers to Oxiteno S.A. Industria e Comércio, together
with its subsidiaries. [JUltra S.A.[] or [JUltra[] refers to Ultra S.A. Participac¢ées. [JUltracargo[] refers to Ultracargo
Operacoées Logistica e Participacées Ltda together with its subsidiaries.

OUR BUSINESS

We are one of Brazil[]s leading corporate groups. We are engaged in the distribution of liquified petroleum gas,
or LPG, production of chemicals, and the provision of integrated logistics services. Our wholly-owned subsidiary,
Ultragaz, is the largest LPG distributor in Brazil with a national market share of 24%. In the chemicals business,
our wholly-owned subsidiary, Oxiteno, is the sole producer of ethylene oxide and its principal derivatives in the
Mercosur area (comprising Brazil, Argentina, Paraguay and Uruguay) and a major producer of specialty
chemicals. Through our wholly-owned subsidiary, Ultracargo, we are a leading provider of integrated road
transport, storage and handling services for chemicals and fuels.

The table below sets forth certain financial information for us and our principal businesses1:
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Nine months

ended Year ended
September 30, December 31,
2004 2003 2003 2002 2001

(in millions of reais)
Net sales and services

Ultrapar 3,564.1 2,930.3 4,000.3 2,994.5 2,284.7

Ultragaz 2,241.9 1,903.5 2,622.7 1,942.7 1,381.1

Oxiteno 1,210.0 923.9 1,237.8 956.1 832.1

Ultracargo 144.7 131.5 177.1 131.5 105.4
EBITDA2

Ultrapar 550.8 384.6 498.5 487.3 372.5

Ultragaz 205.5 166.5 208.2 219.8 163.0

Oxiteno 309.3 182.3 243.2 232.7 176.8

Ultracargo 31.4 30.9 40.0 29.2 28.1
Net Income

Ultrapar 304.7 187.4 246.4 222.3 132.2
Net cash (debt)3:

Ultrapar (25.0) (78.1) 54.5 241.3

Segment information for our businesses are presented on an unconsolidated basis. See [J[Presentation of
(1) information[] for more information.

(2)  See footnote 2 under [[Summary financial information[] for a more complete discussion of EBITDdnd its
reconciliation to information in our financial statements.

3) See footnote 3 under Summary financial information for a more complete discussion of net cash (debt) and its reconciliation to
information in our financial statements.

Our origins date to 1937 when our founder, Ernesto Igel, brought LPG to be used as cooking gas in Brazil. In
1966, we formed the operating subsidiaries of Ultracargo to satisfy the demand for high quality transportation
services and storage for chemicals and LPG. We were also one of the pioneers in developing Brazil[Js
petrochemical industry with the creation of Oxiteno in 1970.

1

OUR STRENGTHS

Leading market positions across businesses

Ultragaz is the largest LPG distributor in Brazil and the sixth largest independent in the world in terms of
volume sold. It has a national market share of 24% and is present in every state, excluding the Amazon region,
reaching more than 7.5 million homes. For the nine months ended September 30, 2004, Ultragaz[]s total volume
sold reached 1.2 million tons of LPG.
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Oxiteno is the sole producer of ethylene oxide and its derivatives in the Mercosur region and is also a major
producer of specialty chemicals. Our chemical operations supply a broad range of market segments, particularly
agricultural chemicals, food, cosmetics, leather, detergents, packaging for beverages, thread and polyester
filaments, brake fluids, petroleum, paints and varnishes. For the nine months ended September 30, 2004, Oxiteno
sold approximately 391,000 tons of chemical products. In the Brazilian market for these products we compete
principally with imports. For instance, imports of ethylene glycol and methyl-ethyl-ketone, two of our most
important products, represented approximately 30% and 10% respectively, of the volumes sold in Brazil during
the nine months ended September 30, 2004.

Ultracargo is a leading provider of integrated logistics for chemicals and fuels, with 21% of Brazil[Js tank
storage capacity for chemical products. Ultracargo accounts for approximately 71% of all tank capacity for liquids
at the Aratu terminal in the State of Bahia, which serves South America[Js largest petrochemical complex.

Balanced business mix

Our operations encompass the distribution of LPG, the production of ethylene oxide and its derivatives and the
transportation and storage of chemicals and fuels. We believe our businesses provide us with increased financial
capability and flexibility across the businesses in which we operate. Our balanced business mix makes us less
vulnerable to economic fluctuations and allows us to pursue growth opportunities as they arise in any of our
business segments.

Highly efficient LPG distribution network

In addition to making direct sales of bottled LPG, Ultragaz is the only LPG distributor in Brazil with an
exclusive network of independent dealers. This network comprises approximately 4,400 dealers who exclusively
represent Ultragaz. This has enabled Ultragaz to control the quality and productivity of its dealers leading to a
strong brand name recognition associated with quality, safety and efficiency, and also allows frequent contact
with its customers. In addition, Ultragaz was the first to introduce LPG small bulk delivery in Brazil, with lower
distribution cost than bottled distribution, and over the years has built a strong client base.

Flexibility across the petrochemical cycle

Oxiteno is the sole producer of ethylene oxide and its principal derivatives in the Mercosur region.
Approximately 96% of its ethylene oxide production is used internally in the production of ethylene oxide
derivatives which can be classified in two groups: specialty and commodity chemicals. Oxiteno is a major
producer of specialty chemicals, which are traditionally products with better margins and less exposure to
petrochemical cycles than commodity chemicals.

Cost efficient operations

Oxiteno[Js operations have a high degree of production efficiency derived from scale similar to that of the
largest producers in the world. Ultragaz has significant market presence in densely populated areas which allows
it to operate its filling plants and distribution system with a high level of capacity utilization and efficiency.

2

Strong operational track record

Our business has exhibited a solid operational track record. During the last five years, we experienced
consolidated annual compounded average growth rates of % in EBITDA! and % in net income, in spite of the
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overall macroeconomic volatility in Brazil during this same period. This growth has been driven by the
operational performance of all our businesses.

Experienced management team

We are led by a strong and experienced management team with a proven track record in the LPG,
petrochemical and specialized logistics industries. Our senior management team possesses an average of 31
years of experience in the relevant industries, is a significant shareholder in our company, and has a
performance-linked remuneration based on an economic value-added model (EVA®).

Alignment of shareholders[] interests

Our by-laws provide important rights that align the interests of all our shareholders, including our controlling
shareholders, management shareholders and minority shareholders. If our controlling shareholders sell their
controlling stake in our Company, our by-laws provide that holders of our preferred and common shares are
entitled to sell their shares in a public tender offer at the same price and with the same payment terms as our
controlling shareholders.

OUR STRATEGY

Build on the strength of our LPG brand

Our LPG distribution business has a high brand recognition associated with quality, safety and efficiency. We
intend to reinforce this market perception by continuing to supply high quality products and services and
introducing new services and distribution channels.

Maintain exclusivity in LPG distribution

We intend to preserve our strong relationship with dealers by keeping their distribution exclusivity and
avoiding geographic overlap. We plan to continue to invest in training our dealers, in order to maximize
efficiency, further strengthen our relationships with them and promote the high standards of our distribution
network. In parallel, we plan to increase our operational efficiency and productivity at Ultragaz.

Expand capacity at Oxiteno

We intend to continue to expand Oxiteno[]s production capacity ahead of demand in Brazil. As we expand, we
plan to continue our efforts to apply the best global practices to Oxiteno[Js plants and production processes with a
view to remain technologically competitive.

Continue to enhance product mix at Oxiteno

We plan to increase Oxiteno[Js capacity to produce a variety of value-added ethylene oxide derivatives in order
to optimize its sales mix across petrochemical cycles. Oxiteno[Js investments in research and development has
resulted in the introduction of 135 new applications for its products during the last three years. Oxiteno will
continue to invest in research and development focused on developing new product applications to meet clients[]
needs. In addition, we intend to focus Oxiteno[]s sales on the domestic market, which allows us to have higher
margins.

1 See footnote 2 under [[Summary financial information[] for a more complete discussion of EBITDA and its
reconciliation to information in our financial statements.

10
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Maintain financial strength

We seek to maintain a sound financial position to allow us to pursue investment opportunities and enhance our
shareholders[] return on their investment in our Company. Our net debt position for the year ended September 30,
2004 was R$ 25 million. Additionally, all foreign currency denominated debt is hedged until its maturity.

We have been consistently distributing dividends to our shareholders. During the last five years we have paid
yearly dividends representing an average of approximately 48% of our net income.

Continue to grow our businesses

Our main objective is to enhance shareholder value and strengthen our market presence by growing our
business. Historically, we have grown our business organically and through acquisitions. We intend to continue
this strategy, both domestically and internationally.

RECENT DEVELOPMENTS

Stock dividend and share exchange by controlling shareholders

At our Board of Directors[] meeting held on February 2, 2005, our directors approved a stock dividend of
10,453,690,324 preferred shares of Ultrapar, or 15 shares for each 100 outstanding common or preferred shares
on February 16, 2005. As a result of the stock dividend, we will issue 10,453,690,324 new preferred shares to our
shareholders through a capitalization of reserves.

At an upcoming extraordinary shareholders[] meeting, our shareholders will consider approving the issuance of
additional preferred shares by us to permit certain shareholders, including Ultra, to exchange common shares of
Ultrapar held indirectly by them into preferred shares at a ratio of one common share for one preferred share.
Common shares tendered for exchange into preferred shares will be cancelled.

Bond offering in Brazil

On February 2, 2005, our shareholders approved an offering to Brazilian investors of R$ 300 million principal
amount of Ultrapar bonds due 2008. The proceeds from this bond offering will be used to retire outstanding debt
and for general corporate purposes.

Other projects under study

We have signed a protocol with Petréleo Brasileiro S.A., or Petrobras, to study the viability of a project to
produce basic petrochemicals, including ethylene, from heavy oil. Currently, we purchase ethylene from Brazilian
suppliers whose production is based on naphtha. We have not made a commitment to invest in this project should
it prove to be viable and we can give no assurance that the project will prove viable or, if so, that we will
participate or make an investment in such project.

We are also studying the viability of building a pipeline together with Petrobras to transport ethanol from the
producing regions of Riberdo Preto to Paulinia, one of Brazil[Js principal centers of ethanol distribution. We have
not made a commitment to invest in this project should it prove to be viable and we can give no assurance that
the project will prove viable or, if so, that we will participate or make an investment in such project.

We are in the advanced stages of studying the viability and planning of a new production plant for specialty
chemicals which have various applications in the cosmetics and detergents, agrochemical and textile market
segments.

PRINCIPAL EXECUTIVE OFFICES

11
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Our principal offices are located at Av. Brigadeiro Luis Ant6nio, 1343, 9° Andar, Sédo Paulo, SP, Brazil

01317-910. Our telephone number is (011-55-11) 3177-6482. We maintain a website at www.ultra.com.br.
Information contained in our website does not constitute a part of this prospectus.

4

The offering
Securities offered

Preferred shares, including preferred shares in the form of ADSs, are being offered in a global offering. Of
this total, the underwriters are offering  preferred shares and ADSs in the United States and other
jurisdictions outside Brazil, preferred shares purchased by U.S. investors will be placed outside the United States
by the Brazilian underwriters, settled in Brazil and paid for in reais and their offer is being underwritten by the
Brazilian underwriters pursuant to the Brazilian underwriting agreement. U.S. investors purchasing preferred
shares must be authorized to invest in Brazilian Securities under the requirements established by the CMN and
the CVM. The Brazilian underwriters are offering preferred shares in Brazil to Brazilian investors and to other
non-U.S. international investors that are authorized to invest in Brazilian securities under the requirements
established by the CMN and the CVM.

Selling shareholders

Fébio Igel, Marcia Igel Joppert, Rogerio Igel, Joyce Igel de Castro Andrade, Lucio de Castro Andrade Filho, Paulo
Guilherme Aguiar Cunha, Fabio Schvartsman, José Carlos Guimaraes de Almeida, Pedro Wongtschowski, Maria
da Conceicao de Moraes Coutinho Beltrao, Helio Marcos Coutinho Beltrao, Cristiana Coutinho Beltrao, Maria
Coutinho Beltrdao and Monteiro Aranha S.A. Following this offering, the holdings beneficially owned by each of
these shareholders will be as follows:

Shares beneficially

owned
after this offering

Common  Preferred

Féabio Igel 5.7% 0.0%
Marcia Igel Joppert 7.1% 0.1%
Rogerio Igel 6.7% 0.0%
Joyce Igel de Castro Andrade 6.7% 0.0%
Lucio de Castro Andrade Filho 2.8% 0.0%
Paulo Guilherme Aguiar Cunha 9.9% 0.0%
Fabio Schvartsman 1.2% 0.0%
José Carlos Guimardes de Almeida 0.1% 0.0%
Pedro Wongtschowski 1.2% 0.0%
Maria da Conceicao de Moraes

Coutinho Beltrao 3.0% 0.0%
Helio Marcos Coutinho Beltrao 1.8% 0.0%
Cristiana Coutinho Beltrao 1.8% 0.0%
Maria Coutinho Beltrdao 1.8% 0.0%

12
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Monteiro Aranha S.A. 10.5% 3.3%
Over-allotment option

We have granted the underwriters and the Brazilian underwriters an option to purchase up to an additional
aggregate 1,084,747,264 preferred shares (or its equivalent in ADSs) from us, solely to cover over-allotments.

The ADSs
Each ADS represents 1000 preferred shares. The depositary for the ADSs is The Bank of New York.

5

The preferred shares represented by the ADSs will be deposited with Banco Itau S.A. Payments for the ADSs may
be made only in U.S. dollars.

Use of proceeds

We will not receive any proceeds from the sale of the ADSs or preferred shares by the selling shareholders. If the
underwriters exercise their over-allotment option, the proceeds from the sale of the over-allotment shares will be
used by us for general corporate purposes.

Voting rights

Holders of the preferred shares and the ADSs do not have voting rights except in limited circumstances. See
ODescription of American depositary receipts- Voting of deposited securities.[]

Dividends

Pursuant to our by-laws, we are required to distribute annually dividends equal to at least 50% of our adjusted
net income, as calculated under Brazilian GAAP and adjusted as required by Brazilian corporate law (which may
differ significantly from net income under US GAAP). Holders of our preferred shares are entitled to receive
dividends per share in the same amount as the dividends per share paid to holders of our common shares.
Holders of our preferred shares are entitled to receive dividends declared by us from the date of the acquisition
of such shares. See [|Distribution policy and dividends.[]

Tag-along rights

In case our controlling shareholders sell their controlling stake in our Company, holders of our preferred shares
are entitled to sell their shares pursuant to a public tender offer to be made by the purchaser of the controlling
stake at the same price and with the same payment terms as our controlling shareholders.

Lock-up

We and each of our directors, executive officers and the selling shareholders have agreed, for 180 days following
the date of the final prospectus, not to offer, sell, offer to sell, contract to sell, or otherwise dispose of any of our

shares of our capital stock or any securities convertible into or exchangeable for or any other rights to purchase

or acquire shares of our capital stock, including preferred shares and ADSs, without the prior written consent of
UBS Securities LLC.

Listing and trading markets

The preferred shares are listed on the Sao Paulo Stock Exchange under the symbol JUGPA4.[] The ADSs are listed
on the New York Stock Exchange under the symbol JUGP.[]
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Risk factors

See [JRisk factors[] and the other information included in this prospectus for a discussion of factors you should
consider before deciding to invest in the preferred shares or the ADSs.

6

Summary financial information

The following tables present summary consolidated financial data for our company under Brazilian GAAP. The
financial data presented are derived from our consolidated financial statements and our unaudited interim
consolidated financial statements and notes thereto, which are included elsewhere in this prospectus. You should
read those sections for a further explanation of the financial data summarized here. You should also read the
OManagement[Js discussion and analysis of financial condition and results of operations[] section, which describes a
number of factors that have affected our financial results.

Nine months
(unaudited) ended
September 30,

Year ended
December 31,

2004 2003 2003 2002 2001 2000 1999
(in millions of reais)

Consolidated income
statement data: R$ R$ R$ R$ R$ R$ R$
Net sales and services 3,564.1 2,930.3 4,000.3 2,994.5 2,284.7 1,878.0 1,594.6
Cost of sales and services (2,738.2) (2,329.8) (3,196.4) (2,247.1) (1,698.3) (1,399.6) (1,106.7)
Gross profit 825.9 600.5 803.9 747 .4 586.4 478.4 487.9
Selling, general and
administrative expenses (408.2) (323.8) (458.9) (382.3) (317.7) (266.2) (233.6)
Operating income before
financial items 422.2 279.8 351.6 365.5 278.9 213.5 258.1
Financial income (expenses),
net (35.5) (43.6) (57.2) 28.5 (31.1) 43.4 (34.4)
Nonoperating income
(expenses), net (12.1) 0.4 1.0 44.1) (17.0) (16.5) (18.3)
Income before income and
social contribution taxes,
equity in
earnings (losses) of affiliated
companies and minority
interest 374.6 236.6 2954 349.9 230.8 240.4 205.4
Net income 304.7 187.4 246.4 222.3 132.2 128.5 87.9
Balance Sheet Data:
Total current assets 1,253.9 - 1,220.4 1,186.9 1,045.2 1,190.8 1,112.9
Property, plant and
equipment, net 1,024.5 - 968.6 779.5 707.9 655.9 665.7
Total assets 2,549.2 - 2,408.0 2,127.9 1,952.0 2,014.5 1,922.6
Short-term financing 372.4 - 381.6 219.8 124.5 134.1 190.1
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Long-term financing 283.1 - 306.3 363.6 290.2 291.8 279.1
Total liabilities 950.6 - 1,019.1 905.8 712.3 705.6 708.6
Shareholders[] equity 1,562.5 - 1,356.7 1,191.1 799.9 897.7 819.6

Other financial data:
Depreciation and

amortization(1) 128.6 104.8 146.9 121.8 102.4 90.8 78.9
EBITDA(2) 550.8 384.6 498.5 487.3 372.5 304.3 337.0

Net cash (debt)(3) 25.0 - (78.1) 54.5 241.3 - -

(1) Depreciation represents depreciation and amortization expenses included in cost of sales and services and
in selling, general and administrative expenses.

(2) EBITDA is a measure widely used to approximate operating income. The inclusion of EBITDA information is
to provide a measure of assessing our ability to generate cash from our operations. EBITDA is equal to

operating income before financial items plus depreciation and amortization expenses. EBITDA is not a
measure of financial performance under U.S. GAAP or Brazilian GAAP. EBITDA should not be considered in
isolation, or as a substitute for net income as a measure of operating performance or to cash flows from
operations or as a measure of liquidity. The EBITDA presented herein relates to Brazilian GAAP, which is
used in the primary financial statements included in this filing. Such EBITDA is expressly permitted by the
standards - setter that establishes the accounting principles generally accepted for use in such financial
statements and is included in the financial statements used in our home country jurisdiction and market.

7

The tables below provide a reconciliation of operating income before financial items to EBITDA
for the nine month periods ended September 30, 2004 and 2003 and the years ended December

31, 2003, 2002, 2001, 2000 and 1999:

Ultrapar

Reconciliation of operating income before financial
items to EBITDA

Nine months

ended
September Year ended
30, December 31,

2004 2003 2003 2002 2001 2000 1999

(in millions of reais)
Operating income before financial
items 422.2 279.8 351.6 365.5 278.9 213.5 258.1
Depreciation and amortization 128.6 104.8 146.9 121.8 1024 90.8 78.9
Non-cash operating income
included in [JOperating income

(expenses), net[] 0 0 0 0 (8.8) 0 0

EBITDA 550.8 384.6 498.5 487.3 372.5 304.3 337.0

Ultragaz

Reconciliation of operating income before financial
items to EBITDA
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Nine months

ended
September Year ended
30, December 31,
2004 2003 2003 2002 2001 2000 1999
(in millions of reais)
Operating income before financial

items 117.9 100.2 113.2 143.2 101.1 98.6 100.7
Depreciation and amortization 87.6 66.3 95.0 76.6 61.9 42.3 33.6
EBITDA 205.5 166.5 208.2 219.8 163.0 140.9 134.3

8

Oxiteno

Reconciliation of operating income before financial
items to EBITDA

Nine months

ended
September Year ended
30, December 31,
2004 2003 2003 2002 2001 2000 1999
(in millions of reais)
Operating income before financial
items 281.4 155.8 207.0 199.9 146.6 944 138.8
Depreciation and amortization 27.9 26.5 36.2 32.8 30.2 38.0 36.5
EBITDA 309.3 182.3 243.2 232.7 176.8 132.4 175.3
Ultracargo

Reconciliation of operating income before financial
items to EBITDA

Nine months

ended
September Year ended
30, December 31,
2004 2003 2003 2002 2001 2000 1999
(in millions of reais)

Operating income before financial
items 19.0 19.6 24.7 17.6 27.4 16.3 13.7
Depreciation and amortization 12.4 11.3 15.3 11.6 9.5 9.6 7.7
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Non-cash operating income
included in [JOperating income

(expenses), net[] 0 0 0 0 (8.8) 0 0

EBITDA 314 30.9 40.0 29.2 28.1 25.9 21.4

(3)  Net cash (debt) is included in this document in order to provide the reader with information relating to our overall indebtedness
and financial position. Net cash (debt) is not a measure of financial performance under U.S. GAAP or Brazilian GAAP. The table
below provides a reconciliation of our consolidated balance sheet data to the net cash (debt) positions shown in the table, for the
nine month period ended September 30, 2004 and the years ended December 2003, 2002 and 2001.

Nine months

ended
September Year ended
30, December 31,
2004 2003 2002 2001
(in millions of reais)

Cash and cash equivalents 569.6 568.8 637.9 656.0
Short-term investments 26.6 41.0 0.0 0.0
Long-term investments 343 0.0 0.0 0.0
Short-term financing (372.4) (381.6) (219.8) (124.5)
Long-term financing (283.1) (306.3) (363.6) (290.2)
Net cash (debt) position (25.0) (78.1) 54.5 241.3

Risk factors

You should carefully consider the risks described below, as well as the other information contained in this
prospectus in evaluating an investment in our preferred shares or ADSs. Our business, results of operations or
financial condition could be harmed if any of these materializes and, as a result, the trading price of the preferred
shares or the ADSs could decline and you could lose a substantial part or even all of your investment.

We have included information in these risk factors concerning Brazil to the extent that information is publicly
available. We believe this information is reliable, but we cannot guarantee that it is accurate.

RISKS RELATING TO ULTRAPAR

Government deregulation of LPG prices has caused refinery prices to fluctuate according to the
international markets and may affect our revenues and operating margin.

The Brazilian government has historically regulated both the refinery price of LPG, which is the price we pay
Petrobras and is thus a component of our cost of sales and services, and the retail price of LPG, which is the price
we charge customers and is thus a component of our net sales and services. In the 1990[Js, the Brazilian
government began to deregulate both prices. From May 2001 the retail store prices in Brazil ceased to be
regulated.

In January 2002, Petrobras refinery prices, which are the LPG prices charged by Petrobras to distributors,
including us, were deregulated and they have thereafter been freely established by Petrobras, although subject to
government intervention when deemed appropriate, which occurred between August 2002 and October 2002. In
this new market environment, the refinery price tends to fluctuate according to the international markets, while
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the retail price depends on a number of factors, including the level of competition, brand recognition and the
relative prices of the energy sources that compete with LPG. If we are not able to pass on increases in the
refinery price to our customers by increasing the retail prices and/or improving our operational efficiency, our
operating margins may be adversely affected.

Petrobras is the only supplier of LPG in Brazil.

Prior to 1995, Petrobras benefited from a constitutional monopoly in the production and importation of
petroleum products in Brazil. Although the Brazilian government removed Petrobras[]js monopoly from the Federal
Constitution in November 1995, Petrobras effectively remains the sole provider of LPG in Brazil. See [JBusiness-
Distribution of liquefied petroleum gas - Industry and regulatory overview.[] Any interruption in the supply of LPG
from Petrobras immediately affects Ultragaz[]s ability to provide LPG to its customers.

LPG distributions in Brazil, including Ultragaz, do not have formal contracts with Petrobras for the
supply of LPG.

All Brazilian LPG distributors, including Ultragaz, currently purchase all their LPG requirements from
Petrobras without a formal LPG supply contract. The procedures for ordering and purchasing LPG from Petrobras
are generally common to all LPG distributors [] including Ultragaz. There was a significant interruption in the
supply of LPG by Petrobras to the distributors in 1995 due to a 15-day strike by Petrobras employees. We cannot
guarantee that there will not be other significant interruptions to LPG supplies in future.

Intense competition in the LPG distribution market may affect our operating margins.

The Brazilian LPG market is very competitive in all segments [] residential, commercial and industrial.
Petrobras and other major companies with greater resources than we possess have entered the Brazilian LPG
distribution market. Intense competition in the LPG distribution market may have a material adverse effect on
our operating margins.

10

LPG competes with alternative sources of energy.

LPG competes with natural gas, wood, diesel, fuel oil and electricity. Natural gas is currently the principal
source of energy against which we compete. Natural gas is currently less expensive than LPG for industrial
consumers who purchase large volumes, but more expensive for residential consumers. In addition, supply of
natural gas requires significant investments in pipelines. The development of alternatives sources of energy in
the future may adversely affect the LPG market and consequently our business, financial results and results of
operations. See [JBusiness - Distribution of liquefied petroleum gas - Competition.[]

The acquisition of Shell Gas is subject to Brazilian regulations and other antitrust rules.

Ultragaz is subject to regulation under Brazilian antitrust rules. For this reason, the acquisition of Shell Gas
(LPG) Brasil S.A., or Shell Gas, is still subject to approval by the Brazilian antitrust authorities, although these
operations have been fully integrated into our business. The process is in the first of three phases of examination
by the Brazilian antitrust authorities. We cannot assure that the antitrust authorities will approve the acquisition
nor predict the impact that a ruling requiring us to unwind the acquisition would have on our future business,
financial condition and results of operations.

Ethylene, the principal raw material used in our petrochemical operations, comes from limited
supply sources.
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All second generation petrochemical producers in Brazil that use ethylene as their key raw material, including
Oxiteno, our subsidiary involved in the production and sale of chemical and petrochemical products, purchase
ethylene, from Brazilian suppliers. Oxiteno purchases ethylene from two of Brazil[]s three naphtha crackers, which
are the sole sources of ethylene in Brazil. Braskem S.A., or Braskem, supplies all of our ethylene requirements at
our plant located at Camagcari, and Petroquimica Uniao S.A., or PQU, supplies all of our ethylene requirements at
our plant located at Maud. Because of its characteristics, ethylene is difficult and expensive to store and
transport, and cannot be easily imported into Brazil. Therefore, Oxiteno is almost totally dependent on ethylene
produced at Braskem and PQU for its supply of ethylene. For the nine months ending September 30, 2004,
Brazilian ethylene imports totaled approximately 3,975 tons, representing less than 1% of BrazilJs installed
capacity.

Due to ethylene[]s chemical characteristics, Oxiteno does not store significant quantities of ethylene, and
reductions in supply from Braskem and PQU would have an immediate impact on our production and results of
operations. If we further expand our production capacity, there is no assurance that we will be able to obtain
additional ethylene from Braskem and PQU.

In addition, Petrobras is the principal supplier of naphtha to crackers in Brazil, and any interruption in the
supply of naphtha from Petrobras to the crackers could adversely impact their ability to supply ethylene to
Oxiteno.

The Brazilian petrochemical industry is very closely influenced by the performance of the
international petrochemical industry and its cyclical behavior.

The international petrochemical market is cyclical in nature, with alternating periods of tight supply,
increased prices and high margins, and over capacity, declining prices and low margins. The decrease in
Brazilian tariff rates on petrochemical products, the increase in demand for such products in Brazil, and the
ongoing integration of regional and world markets for commodities, among other factors, have contributed to the
increasing integration of the Brazilian petrochemical industry into the international petrochemical marketplace.
As a consequence, events affecting the petrochemical industry worldwide could have a material adverse effect on
our business, financial condition and results of operations.

The price of ethylene is subject to fluctuations in international oil prices.

The price of ethylene, which is the principal component of Oxiteno[Js cost of sales and services, is directly
linked to the price of naphtha which, in turn, is largely linked to the price of crude oil. Consequently, ethylene
prices are subject to fluctuations in international oil prices. A significant increase in the price of crude oil and,
consequently, naphtha and ethylene, could have a material adverse effect on our results of operations.

11

The reduction in import tariffs on petrochemical products can reduce our competitiveness in
relation to imported products.

Final prices paid by importers of petrochemical products include transportation costs and tariff rates.
Consequently, tariff rates imposed by the Brazilian government affect the prices we can charge for our products.
The Brazilian government[Js negotiation of commercial and free trade agreements, principally with NAFTA and the
European Union, may result in reductions in Brazilian import duties on petrochemical products and may reduce
the competitiveness of our products vis-a-vis imported petrochemical products.

We may be adversely affected by the imposition and enforcement of more stringent environmental
laws and regulations.
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We are subject to stringent environmental laws and regulations in Brazil and Mexico. Changes in these laws
and regulations, or changes in the enforcement policy of these laws and regulations, could adversely affect us. In
addition, it is possible that new laws or additional regulations will come into force, or that the relevant
enforcement agencies will seek a more stringent interpretation of existing laws and regulations that would
require us to spend additional funds on environmental matters in order to continue to keep our plants and
operations in compliance with current legislation.

The production, storage and transportation of petrochemicals and chemicals are inherently
hazardous.

The complex manufacturing operations we perform at our plants involve a variety of safety and other
operating risks, including the handling, production and transportation of highly inflammable, explosive and toxic
materials. These risks could result in personal injury and loss of life, severe damage to or destruction of property
and equipment and environmental damage. A sufficiently large accident at one of our plants or storage facilities
could force us to suspend our operations temporarily and result in significant remediation costs and lost revenue.

In addition, insurance proceeds may not be available on a timely basis and may be insufficient to cover all losses.
Equipment breakdowns, natural disasters, and delays in obtaining imports or required replacement parts or
equipment can also affect our manufacturing operations and consequently our results of operations.

Our insurance coverage may be insufficient to cover losses that we might incur.

The operation of any chemical manufacturing plant and the distribution of petrochemicals, as well as the
operations of logistics of 0il and chemical products and LPG distribution involve substantial risks of property
contamination and personal injury and may result in material costs and liabilities. The occurrence of losses or
other liabilities that are not covered by insurance or that exceed the limits of our insurance coverage could result
in significant unexpected additional costs.

The suspension, cancellation or non-renewal of certain federal tax benefits may adversely affect our
results of operations.

We are entitled to federal tax benefits providing for income tax exemption or reduction for our activities in the
northeast region of Brazil. These benefits may be cancelled or suspended if we do not comply with our
commitment not to distribute to our shareholders the amounts under the benefits or if the relevant tax authorities
decide to suspend or cancel our benefits. As a result, we may become liable for the payment of related taxes at
the full tax rates. If we are not able to renew the tax benefits, or if we are only able to renew them under terms
that are substantially less favorable than expected, our results of operations may be adversely affected. See
(Business-Distribution of liquefied petroleum gas-Ultragaz-Tax exemption status,[] [[Business-Petrochemicals and
chemicals-Oxiteno-Tax exemption status[] and [JBusiness-Logistics of chemical products and fuels-Ultracargo-Tax
exemption status.[]
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We cannot guarantee that, whenever requested, these benefits will be renewed by the competent authorities.
If so granted, we can give no assurance as to the terms upon which such new benefits will be granted. The failure
to renew such benefits on favorable terms could adversely affect our results of operations.

We are currently controlled by members of our founding family and our senior management, which
substantially limits the ability of other shareholders to control the direction of our business.
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Our senior management and members of our founding family indirectly control, approximately 67% of our
voting share capital through their control of Ultra S.A. This level of control enables Ultra to elect the majority of
our directors and to determine the outcome of substantially all actions requiring shareholder approval. See
OPrincipal and selling shareholders - Principal shareholders - Shareholders[] agreement of Ultra S.A.[]

Our status as a holding company may limit our ability to pay dividends on the preferred shares and
consequently, on the ADSs.

As a holding company, we have no significant operating assets other than our ownership of shares of our
subsidiaries. Substantially all of our operating income comes from our subsidiaries. Consequently, our ability to
pay you dividends depends solely upon our receipt of dividends and other cash flows from our subsidiaries.

RISKS RELATING TO BRAZIL

The Brazilian government has exercised, and continues to exercise, significant influence over the
Brazilian economy. Brazilian political and economic conditions could adversely affect our business
and the market price of our preferred shares and the ADSs.

The Brazilian government frequently intervenes in the Brazilian economy and occasionally makes drastic
changes in policy and regulations. The Brazilian government[Js actions to control inflation and effect other policies
and regulations have often involved wage and price controls, currency devaluations, capital controls, and limits
on imports, among other measures. Our business, financial condition and results of operations may be adversely
affected by changes in policy or regulations involving or affecting tariffs, exchange controls and other matters, as
well as factors such as:

e currency fluctuations;

¢ inflation;

® interest rates;

® price instability;

® energy shortages;

® liquidity of domestic capital and lending markets;

e fiscal policy; and

e other political, diplomatic, social and economic developments in or affecting Brazil.

Uncertainty over whether the Brazilian government may implement changes in policy or regulation affecting
these or other factors in the future may contribute to economic uncertainty in Brazil and to heightened volatility
in the Brazilian securities markets and securities issued abroad by Brazilian issuers. These and other future
developments in the Brazilian economy and governmental policies may adversely affect us and our business and
results of operations and may adversely affect the trading price of the ADSs and our preferred shares.
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Inflation and certain governmental measures to curb inflation may contribute significantly to
economic uncertainty in Brazil and could harm our business and the market value of the ADSs and
our preferred shares.
Brazil has in the past experienced extremely high rates of inflation. Inflation and some of the Brazilian
government[]s measures taken in an attempt to curb inflation have had significant negative effects on the Brazilian

economy. Since the introduction of the real in 1994, Brazil[]s inflation rate has been substantially lower than in
previous periods. However, inflationary pressures persist, and actions taken in an effort to curb inflation, coupled
with speculation about possible future governmental actions, have contributed to economic uncertainty in Brazil
and heightened volatility in the Brazilian securities market. According to the ¥ndice Geral de Precos-Mercado, or
IGP-M, a general price inflation index, the Brazilian general price inflation rates were 25.3%, 8.7% and 12.4% in
2002, 2003 and 2004, respectively.

Brazil may experience high levels of inflation in the future. Our cash operating expenses are substantially in

reais and tend to increase with Brazilian inflation. Inflationary pressures may also hinder our ability to access
foreign financial markets or may lead to further government intervention in the economy, including the
introduction of government policies that could harm our business or adversely affect the market value of our
preferred shares and, as a result, our ADSs.

Exchange rate instability may adversely affect our financial condition and results of operations and
the market price of the ADSs and our preferred shares.

As a result of inflationary pressures, the Brazilian currency has been devalued periodically during the last four
decades. Throughout this period, the Brazilian government has implemented various economic plans and utilized
a number of exchange rate policies, including sudden devaluations, periodic mini-devaluations during which the
frequency of adjustments has ranged from daily to monthly, floating exchange rate systems, exchange controls
and dual exchange rate markets. Although over long periods depreciation of the Brazilian currency generally has
correlated with the rate of inflation in Brazil, devaluation over shorter periods has resulted in significant
fluctuations in the exchange rate between the Brazilian currency and the U.S. dollar and other currencies.

The real depreciated against the U.S. dollar by 9.3% in 2000 and by 18.7% in 2001. In 2002, the real
depreciated 52.3% against the U.S. dollar, due in part to political uncertainty surrounding the Brazilian
presidential elections and the global economic slowdown. Although the real appreciated 18.2% against the U.S.

dollar in 2003 and a further 8.1% in 2004, no assurance can be given that the real will not depreciate or be
devalued against the U.S. dollar again. On January 31, 2005, the U.S. dollar/real exchange rate was R$2.625 per
U.S.$1.00. See [JExchange rates.[]

There are no guarantees that the exchange rate between the real and the U.S. dollar will stabilize at current
levels. Although we have managed our existing U.S. dollar debt obligations in order to protect against
fluctuations in the dollar/real exchange rate, we could in the future experience monetary losses relating to these
fluctuations. See [[Business - Quantitative and qualitative disclosures about market risk - Foreign exchange risk[] for
information about our foreign exchange risk hedging policy.

Depreciations of the real relative to the U.S. dollar also create additional inflationary pressures in Brazil that
may negatively affect us. Depreciations generally curtail access to foreign financial markets and may prompt
government intervention, including recessionary governmental policies. Depreciations also reduce the U.S. dollar
value of distributions and dividends on the ADSs and the U.S. dollar equivalent of the market price of our
preferred shares and, as a result, the ADSs. On the other hand, appreciation of the real against the U.S. dollar
may lead to a deterioration of the country[Js current account and the balance of payments, as well as to a
dampening of export-driven growth.

Developments and the perception of risk in other countries, especially emerging market countries
may adversely affect the results of our operations and the market price of the preferred shares and
ADSs.
The market value of securities of Brazilian companies is affected to varying degrees by economic and market
conditions in other countries, including other Latin American and emerging market countries. Although economic
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conditions in such countries may differ significantly from economic conditions in Brazil, investors[] reactions to
developments in these other countries may have an adverse effect on the market value of securities of Brazilian
issuers. Crises in other emerging market countries may diminish investor interest in securities of Brazilian
issuers, including ours. This could also make it more difficult for us to access the capital markets and finance our
operations in the future on acceptable terms or at all.

United States investors may not be able to obtain jurisdiction over or enforce judgments against us.

We are a company incorporated under the laws of the Federative Republic of Brazil. All members of our Board
of Directors, executive officers and experts named in this prospectus are residents of Brazil. All or a substantial
part of the assets pertaining to these individuals and to Ultrapar are located outside the United States. As a
result, it is possible that investors may not be able to obtain jurisdiction over these individuals or Ultrapar in the
United States, or enforce judgments handed down by United States courts of law based on provisions for civil
liability under federal law in relation to securities of the United States or otherwise.

RISKS RELATING TO THE PREFERRED SHARES AND THE AMERICAN DEPOSITARY SHARES

The preferred shares and the ADSs generally do not give you voting rights.

Generally under Brazilian corporate law and in the case of our by-laws, holders of preferred shares do not
have the right to vote at shareholders[] meetings except in limited circumstances. This means, among other things,
that holders of our preferred shares and our ADSs, which represent preferred shares, are not entitled to vote on
important corporate transactions including mergers or consolidations with other companies. See [JDescription of
capital stock-Rights of preferred shares.[]

The preferred shares and ADSs do not entitle you to a fixed or minimum dividend.

Under our by-laws, unless otherwise proposed by the Board of Directors and approved by the voting
shareholders in the Annual General Meeting, we must pay our shareholders a mandatory distribution equal to at
least 50% of our adjusted net income. The net income may be capitalized, used to set off losses and/or retained in
accordance with the Brazilian corporate law and may not be available for the payment of dividends. Therefore,
whether or not you receive a dividend depends on the amount of the mandatory distribution, if any, and whether
the Board of Directors and the voting shareholders exercise their discretion to suspend these payments. See

(Distribution policy and dividends[] for a more detailed discussion on mandatory distributions.

You might be unable to exercise preemptive rights with respect to the preferred shares.

In the event of a rights offering or a capital increase which would maintain or increase the proportion of
capital represented by preferred shares, preferred shareholders would have preemptive rights to subscribe to
newly issued preferred shares. In the event of a capital increase which would reduce the proportion of capital
represented by preferred shares, preferred shareholders would have preemptive rights to subscribe for preferred
shares in proportion to their shareholdings and for common shares only to the extent necessary to prevent
dilution of their interest in the company.

Our by-laws establish that the Board of Directors may exclude preemptive rights to the current shareholders,
holding either common or preferred shares, in the case of an offering of new shares to be sold on a registered
stock exchange or through public subscription.

The holders of preferred shares or ADSs may be unable to exercise their preemptive rights in relation to the
preferred shares represented by the ADSs, unless we file a registration statement pursuant to the United States
Securities Act of 1933 or an exemption from the registration requirements applies. We are not obliged to file
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registration statements with respect to the preemptive rights and therefore do not assure holders that such a
registration will be obtained. If the rights are not registered as required, the depositary will try to sell the
preemptive rights held by holder of the ADSs and you will have the right to the net sale value, if any. However,
the preemptive rights will expire without compensation to you should the depositary not succeed in selling them.

15

If you exchange the ADSs for preferred shares, you risk losing certain foreign currency remittance
and Brazilian tax advantages.

The ADSs benefit from the depositary[]s certificate of foreign capital registration, which permits the depositary
to convert dividends and other distributions with respect to the preferred shares into foreign currency and remit
the proceeds abroad. If you exchange your ADSs for preferred shares, you will be entitled to rely on the
depositary[Js certificate of foreign capital registration for five business days from the date of exchange. Thereafter,
you will not be able to remit abroad non-Brazilian currency unless you obtain your own certificate of foreign
capital registration or you qualify under National Monetary Council Resolution 2,689 dated January 26, 2000,
known as Resolution 2,689, which entitles certain investors to buy and sell shares on Brazilian stock exchanges
without obtaining separate certificates of registration. If you do not qualify under Resolution 2,689, you will
generally be subject to less favorable tax treatment on distributions with respect to the preferred shares. The
depositary[Js certificate of registration or any certificate of foreign capital registration obtained by you may be
affected by future legislative or regulatory changes, and additional Brazilian law restrictions applicable to your
investment in the ADSs may be imposed in the future. For a more complete description of Brazilian tax
regulations, see [[Taxation - Brazilian tax consequences.[]

The relative volatility and illiquidity of the Brazilian securities markets may adversely affect you.

Investing in securities, such as the preferred shares or ADSs, of issuers from emerging market countries,
including Brazil, involves a higher degree of risk than investing in securities of issuers from more developed
countries. For the reasons above, investments involving risks relating to Brazil, such as investments in ADSs, are
generally considered speculative in nature and are subject to certain economic and political risks, including but
not limited to:

e changes to the regulatory, tax, economic and political environment that may affect the ability of investors
to receive payments, in whole or in part, in respect of their investments; and

e restrictions on foreign investment and on repatriation of capital invested.

The Brazilian securities market is substantially smaller, less liquid, more concentrated and more volatile than
major securities markets in the United States. This may limit your ability to sell the preferred shares underlying
your ADSs at the price and time at which you wish to do so. The Sao Paulo Stock Exchange, known as Bovespa,
the only Brazilian stock exchange, had a market capitalization of approximately U.S.$341 billion as of December
31, 2004 and an average monthly trading volume of approximately U.S.$8.7 billion for 2004. In comparison, the
New York Stock Exchange had a market capitalization of U.S.$19.8 trillion as of December 31, 2004 and an
average monthly trading volume of approximately U.S.$968 billion for 2004.

There is also a large concentration in the Brazilian securities market. The ten largest companies in terms of
market capitalization represented approximately 49% of the aggregate market capitalization of the Bovespa as of
December 31, 2004. The top ten stocks in terms of trading volume accounted for approximately 48% of all shares
traded on the Bovespa in 2004. Ultrapar{]s average daily volume on both stock exchanges in 2004, 2003 and 2002
was R$ 3.7 million, R$ 1.6 million and R$ 1.2 million, respectively.
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Controls and restrictions on the remittance of foreign currency could negatively affect your ability to
convert and remit dividends, distributions or the proceeds from the sale of our preferred shares,
Ultrapar{]s capacity to make dividend payments to non-Brazilian investors and the market price of our
preferred shares and ADSs.

Brazilian law provides that whenever there is a serious imbalance in the Brazilian balance of payments, or
reasons for believing that there will be a serious imbalance in the future, the Brazilian government can impose
temporary restrictions on remittances of income on investments by non-Brazilian investors in Brazil. The
probability that the Brazilian government might impose such restrictions is related to the level of the country[]s
foreign currency reserves, the availability of currency in the foreign exchange markets on the maturity date of a
payment, the amount of the Brazilian debt servicing requirement in relation to the economy as a whole, and the
Brazilian policy towards the International Monetary Fund, among other factors. We are unable to give assurances

16

that the Central Bank will not modify its policies or that the Brazilian government will not introduce restrictions
or cause delays in payments by Brazilian entities of dividends relating to securities issued in the overseas capital
markets up to the present. Such restrictions or delays could negatively affect your ability to convert and remit
dividends, distributions or the proceeds from the sale of our preferred shares, Ultrapar(]s capacity to make
dividend payments to non-Brazilian investors and the market price of our preferred shares and the ADSs.

Changes in Brazilian tax laws may have an adverse impact on the taxes applicable to a disposition of
our ADSs.

According to Law No. 10,833, enacted on December 29, 2003, the disposition of assets located in Brazil by a
non-resident to either a Brazilian resident or a non-resident is subject to taxation in Brazil, regardless of whether
the disposition occurs outside or within Brazil. In the event that the disposition of assets is interpreted to include
a disposition of our ADSs, this tax law could result in the imposition of withholding taxes on a disposition of our
ADSs by a non-resident of Brazil to another non-resident of Brazil. Due to the fact that Law No. 10,833 has been
enacted and no judicial guidance as to its application yet exists, we are unable to predict whether an
interpretation applying such tax laws to dispositions of the ADSs between non-residents could ultimately prevail
in the courts of Brazil.

Substantial sales of our shares or our ADSs after this offering could cause the price of our preferred
shares or our ADSs to decrease.

After completion of the global offering, the public will continue to hold substantially all of our preferred shares
and ADSs representing preferred shares and Ultra S.A. will hold approximately 66% of our voting capital.
Shareholders of Ultra also have the right to withdraw and convert common shares owned through Ultra into our
preferred shares as more fully described under [JPrincipal and selling shareholders - Shareholders[] agreement of
Ultra S.A. Participacdes[] Two other shareholders, who may freely sell their respective shares, hold a substantial
portion of our remaining common shares. A sale of a significant number of shares could negatively affect the
market value of the preferred shares and ADSs.

We, the selling shareholders, our directors and executive officers and certain of our other shareholders have
agreed that, subject to certain exceptions, we and they will not issue or transfer, until 180 days after the date of
the final prospectus any preferred shares or ADSs or any options or warrants to purchase our preferred shares or
ADSs, or any securities convertible into, or exchangeable for, or that represent the right to receive, our preferred
shares or ADSs. After the 180 day lock-up period, the preferred shares and ADSs subject to these agreements will
be eligible for sale in the public market. The market price of our preferred shares and the ADSs could drop
significantly if the holders of shares or the ADSs sell them or the market perceives that they intend to sell them.
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If we were treated as a Passive Foreign Investment Company, U.S. Holders of our preferred shares or
our ADSs would be subject to disadvantageous rules under the U.S. tax laws.

If we are characterized as a passive foreign investment company, or PFIC, in any year, U.S. holders of our
preferred shares or our ADSs could be subject to unfavorable U.S. federal income tax treatment. Although we do
not believe that we were a PFIC in 2004 and we do not expect to be a PFIC in the foreseeable future, there can be
no assurance that our business and activities will not lead to PFIC status for us in the future. PFIC classification
is a factual determination made annually and thus is subject to change. See [[Taxation - U.S. federal income tax
consequences[] for a description of the PFIC rules.
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Use of proceeds

We will not receive any proceeds from the sale of the ADSs or preferred shares by the selling shareholders. If
the underwriters and the Brazilian underwriters exercise their over-allotment option, we will use the proceeds
from the sale of over-allotment shares (approximately U.S.$ , if the over-allotment option is exercised in full)
for general corporate purposes.

18

Market information
GENERAL

Our ADSs are listed on the New York Stock Exchange under the trading symbol [[JUGP.[J Our preferred shares
trade on the Sdo Paulo Stock Exchange under the symbol JUGPAA4.[] The ADSs offered in this offering will be
fungible with, and will be identified by the same CUSIP number and will be eligible for trading under the same
New York Stock Exchange trading symbol as, the existing ADSs.

MARKET PRICE OF PREFERRED SHARES AND ADSs

The table below sets forth, for the indicated periods, the high and low closing prices of the ADSs on The New
York Stock Exchange, in U.S. dollars, and the preferred shares on the Sao Paulo Stock Exchange, in reais:

Sao Paulo
New York Stock
Stock Exchange R$
Exchange per 1,000
US.$ preferred
per ADS shares
HIGH 1LOW HIGH LOW
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Year ended

December 31, 2000
December 31, 2001
December 31, 2002
December 31, 2003
December 31, 2004
Year ended December 31, 2003

First quarter

Second quarter

Third quarter

Fourth quarter

Year ended December 31, 2004

First quarter
Second quarter
Third quarter
Fourth quarter
Month ended

August 31, 2004
September 30, 2004
October 31, 2004
November 30, 2004
December 31, 2004
January 31, 2005

SHARE REPURCHASE PROGRAM

In October 2001, the Board of Directors approved a share repurchase program under which we can acquire

13.56
10.75

9.55
12.97
20.00

7.45
9.22
10.60
12.97

13.45
11.95
15.96
20.00

13.90
15.96
16.68
18.70
20.00
20.26

8.00
4.95
5.00
6.41
8.70

6.41
6.94
8.69
10.25

11.25

8.70
10.05
14.47

11.16
13.86
14.47
15.50
18.07
17.57

25.00
21.65
26.40
37.70
53.50

24.90
26.80
30.99
37.70

38.01
34.65
46.01
53.50

41.50
46.01
47.00
50.39
53.50
53.49

15.00
14.00
18.10
21.95
27.10

21.95
22.50
25.35
30.00

33.03
27.10
30.10
42.24

34.20
40.00
42.24
45.50
50.00
48.80

our own preferred shares at market price and hold them in treasury for subsequent sale or cancellation. During
2002 and 2003, we acquired a total of 20.2 million and 87.9 million preferred shares, respectively. From January
1, 2004 to September 30, 2004, we acquired a total of 219.6 million preferred shares. The last share repurchase
program expired in September of 2004 and was not renewed by us. Of the 327.7 million shares repurchased since
approval of the program in 2001, we have granted 145 million preferred shares as deferred stock compensation
to our executive officers under our Deferred Stock Plan. See [[Management - Compensation.[]

The table below shows all repurchases by us of our preferred shares during 2004:
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Total number of

Maximum number
of shares that

Total Average price shares purchased may yet be

number paid per as part of publicly purchased under

of shares 1,000 shares announced plans the plans
Period purchased in reais or programs or programs
January 1, 2004 ] January 31,
2004 0 - 0 1,722,752,268
February 1, 2004 [] February
29, 2004 0 - 0 1,722,752,268
March 1, 2004 [] March 31,
2004 17,300,000 3441 17,300,000 1,705,452,268
April 1, 2004 [J April 30, 2004 17,300,000 33.65 17,300,000 1,688,152,268
May 1, 2004 [J May 31, 2004 149,200,000 29.04 149,200,000 1,538,952,268
June 1, 2004 J June 30, 2004 22,100,000 30.62 22,100,000 1,516,852,268
July 1, 2004 [J July 31, 2004 13,700,000 30.95 13,700,000 1,503,152,268
August 1, 2004 [] August 31,
2004 0 - 0 1,503,152,268
September 1, 2004 [
September 30, 2004 0 - 0 1,503,152,268
October 1, 2004 [] October 31,
2004 0 - 0 0
November 1, 2004 []
November 30, 2004 0 - 0 0
December 1, 2004 []
December 31, 2004 0 - 0 0

Total shares repurchased

during 2004 219,600,000 219,600,000

(1) Our latest share repurchase program approving the repurchase of 1,733,452,508 shares was announced on

September 25, 2003 and expired on September 23, 2004.
TRADING ON THE SAO PAULO STOCK EXCHANGE

Settlement of transactions conducted on the Sao Paulo Stock Exchange is effected three business days after
the trade date. Delivery of, and payment for, shares are made through the facilities of separate clearing houses
for each exchange, which maintain accounts for member brokerage firms. The seller is ordinarily required to

deliver the shares to the clearing house on the second business day following the trade date. The clearing house

for the Sao Paulo Stock Exchange is Companhia Brasileira de Liquidag¢do e Custddia, or CBLC, which is wholly

owned by that exchange.

In order to better control volatility, the Sdo Paulo Stock Exchange has adopted a [Jcircuit breaker[] system

pursuant to which trading sessions may be suspended for a period of 30 minutes or one hour whenever the

indices of these stock exchanges fall below the limits of 10% and 15%, respectively, in relation to the closing

index registered in the previous trading session.

The Sao Paulo Stock Exchange is less liquid than the New York Stock Exchange or other major exchanges in
the world. At December 31, 2004, the aggregate market capitalization of the 373 companies listed on the Sao

Paulo Stock Exchange was equivalent to approximately U.S.$340.92 billion, and the ten largest companies listed

on the Sao Paulo Stock Exchange represented approximately 48% of the total market capitalization of all listed

companies. Although any of the outstanding shares of a listed company may trade on a Brazilian stock exchange,

in most cases fewer than half of the listed shares are actually available for trading by the public, the remainder

being held by small groups of controlling persons, by governmental entities or by one principal shareholder. See
ORisk factors - Risks relating to the preferred shares and the American depositary shares - The relative volatility
and illiquidity of the Brazilian securities markets may adversely affect you.[]
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Trading on the Sao Paulo Stock Exchange by non-residents of Brazil is subject to certain limitations under
Brazilian foreign investment and tax legislation. See [JDescription of capital stock - Regulation of foreign

investment and exchange controls.[]

REGULATION OF BRAZILIAN SECURITIES MARKETS

The Brazilian securities markets are regulated by the CVM, which has authority over stock exchanges and the
securities markets generally, by the Conselho Monetdrio Nacional, the National Monetary Council, and by the

20

Central Bank, which has, among others, licensing authority over brokerage firms and regulates foreign
investment and foreign exchange transactions.

Under the Brazilian corporate law, a corporation is either publicly (companhia aberta), such as we are, or
closely held (companhia fechada). All publicly held companies, including us, are registered with the CVM and are
subject to reporting requirements, in order to be allowed to have their securities offered to the public and to be
listed in a Brazilian stock exchange. Our preferred shares are traded on the Sdao Paulo Stock Exchange but may
be traded privately subject to certain limitations. The Brazilian over the counter market consists of direct trades
in which a financial institution registered with the CVM serves as intermediary.

We may ask that trading of our securities on the Sdo Paulo Stock Exchange be suspended in anticipation of a
material announcement. Trading may also be suspended at the initiative of the Sdo Paulo Stock Exchange or the
CVM, among other reasons, based on or due to a belief that we have provided inadequate information regarding a
material event or has provided inadequate responses to the inquiries by the CVM or the Sao Paulo Stock
Exchange.

Brazilian securities law, Brazilian corporate law and the regulations issued by the CVM, the National
Monetary Council and the Central Bank provide, among other things, disclosure requirements and restrictions on
insider trading, price manipulation and protection of minority shareholders. However, the Brazilian securities
markets are not as highly regulated and supervised as the U.S. securities markets or markets in some other
jurisdictions.

21

Exchange rates

There are two principal foreign exchange markets in Brazil:

® the commercial rate exchange market; and

o the floating rate exchange market.
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Each one of these markets is regulated separately. The commercial market is dedicated principally to trade
and financial foreign exchange transactions such as the buying and selling of registered investments by foreign
entities, the purchase or sale of shares, or the payment of dividends or interest with respect to shares. Foreign
currencies may only be purchased through financial institutions domiciled in Brazil authorized to operate in these
markets. The floating rate foreign exchange market is generally used for transactions not conducted through the
commercial foreign exchange market. In both markets, rates are freely negotiated but may be strongly influenced
by Central Bank intervention. Before February 1, 1999, the foreign exchange rate in each of these markets was
established independently, potentially resulting in two different rates at any given time. On January 25, 1999, the
Brazilian government announced the unification of the exchange positions of the Brazilian banks in the floating
rate exchange market and commercial rate exchange market, which led to a convergence in the pricing and
liquidity of both markets. Since February 1, 1999 the floating market rate has been the same as the commercial

market rate. However, there is no guarantee that the rates will continue to be the same in the future.

Following the introduction of the real in 1994 and through 1998, the Central Bank maintained a band system

exchange rate, under which the exchange rate between the real and the U.S. dollar would fluctuate within a
pre-established moving band. In January 1999, due to market pressures, the Central Bank abolished the band
system and allowed the real/U.S. dollar exchange rate to float freely. Since then, the exchange rate has been
established by the market and has fluctuated considerably, reporting a maximum quotation of R$ 3.955 per U.S.$
1.00 on October 22, 2002. Since the liberalization of the exchange rate, the Central Bank has intervened
occasionally to control unstable movements in the foreign exchange rate. It is not possible to predict whether the
Central Bank will continue to let the real float freely or whether the real will remain at its present level.
Accordingly, it is not possible to predict what impact the Brazilian government[]s exchange rate policies may have
on us. The Brazilian government could impose a band system in the future or the real could devalue or appreciate
substantially. See [JRisk factors - Risks relating to Brazil.[]

The following table sets forth information on prevailing commercial foreign exchange selling rates for the
periods indicated, as published by the Central Bank on its electronic information system, SISBACEN, using PTAX
800, Option 5.

Exchange rates of nominal reais per

U.S.$ 1.00

Year

Year ended High Low Averagel end
December 31, 2001 2.801 1.936 2.353 2.320
December 31, 2002 3.955 2.271 2.998 3.533
December 31, 2003 3.662 2.822 3.060 2.889
December 31, 2004 3.205 2.654 2.917 2.654
Month

Month ended High Low Average2 end
August 31, 2004 3.064 2.934 2.999 2.934
September 30, 2004 2.936 2.859 2.897 2.859
October 31, 2004 2.885 2.824 2.855 2.857
November 30, 2004 2.859 2.731 2.795 2.731
December 31, 2004 2.787 2.654 2.721 2.654
January 31, 2005 2.722 2.625 2.693 2.625

(1) Average of the foreign exchange rates on the last day of each month in the period.

(2) Average of the high and low foreign exchange rates for each month.
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22

Capitalization

The following table sets forth our total debt and capitalization at September 30, 2004, and as adjusted to
reflect (i) the sale by us of R$ 300 million principal amount of bonds due 2008 solely to Brazilian investors on

, 2005, and the repayment of short-term debt with the proceeds from the sale of these bonds, (ii) the issuance
of 10,453,690,324 preferred shares as a stock dividend approved at a meeting of our Board of Directors held on

February 2, 2005, , and (iii) the sale by us of 1,084,747,264 preferred shares, assuming that the underwriters

fully exercise their over-allotment option. This table should be read in conjunction with the consolidated financial
statements and notes thereto appearing elsewhere in this prospectus.

Cash and cash equivalents
Short-term investments
Long-term investments
Related companies

Total cash and financial investments

Short-term financing
Long-term debt
Financing
Related companies
Bonds

Total debt
Minority interest
Shareholders' equity:
Capital stock
Reserves and retained earnings

Total shareholders' equity

Total capitalization (1)

As of September 30,

2004
(as
adjusted,
(in in
millions millions
of of
reais) reais)
569.6 569.6
26.6 26.6
34.3 34.3
2.2 2.2
632.7 632.7
372.4 72.4
283.1 283.1
8.9 8.9
- 300.0
664.4 664.4
36.1 36.1
664.0
898.5 663.7
1,562.5
2,263.0
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(1) Total capitalization is the sum of total debt, minority interest and total shareholders[] equity.
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Selected consolidated financial information

The following table presents our selected financial information at the dates and for each of the periods
indicated in Brazilian GAAP. The selected financial information at and for the years ended December 31, 2003,
2002 and 2001 is derived from our audited consolidated financial statements included in this prospectus.

The selected financial information as of September 30, 2004 and for the nine months ended September 30,
2004 and 2003 has been derived from our unaudited interim consolidated financial statements included in this
prospectus, which in the opinion of management reflect all adjustments which are of a normal recurring nature
necessary for a fair presentation of the results for such periods.

You should read the information below in conjunction with our audited and unaudited consolidated financial
statements and the notes thereto included elsewhere in this prospectus, as well as [[Presentation of financial
information[] and [[Management[]s discussion and analysis of financial condition and results of operations.[]

Nine months

ended September Year ended
30, December 31,
2004 2003 2003 2002 2001 2000 1999

(in millions of reais, except per share data)

R$ R$ R$ R$ R$ R$ R$

Consolidated income
statement data:
Gross sales and services 3,903.3 3,450.8 4,603.8 3,795.3 2,862.5 2,301.2 1,927.0
Taxes on sales and services,
rebates,

discounts and returns (339.2) (520.5) (603.5) (800.8) (577.8) (423.2) (332.4)
Net sales and services 3,564.1 2,930.3 4,000.3 2,994.5 2,284.7 1,878.0 1,594.6

Cost of sales and services (2,738.2) (2,329.8) (3,196.4) (2,247.1) (1,698.3) (1,399.6) (1,106.7)

Gross profit 825.9 600.5 803.9 747.4 586.4 478.4 487.9
Operating (expenses)
income
Selling, general and
administrative expenses (408.2) (323.8) (458.9) (382.3) (317.7) (266.2) (233.6)
Other operating income,
net 4.5 3.1 6.6 0.4 10.2 1.3 3.8
Total operating expenses (403.7) (320.7) (452.3) (381.9) (307.5) (264.9) (229.8)
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financial items 422.2 279.8 351.6 365.5 278.9 213.5 258.1
Financial income
(expenses), net (35.5) (43.6) (57.2) 28.5 (31.1) 434 (34.4)
Non-operating (expenses)
income, net (12.1) 0.4 1.0 (44.1) (17.0) (16.5) (18.3)
Income before income and
social

contribution taxes, equity
in earnings

(losses) of affiliated
companies and

minority interest 374.6 236.6 295.4 349.9 230.8 240.4 205.4
Income and social
contribution taxes (65.7) (45.0) (44.9) (71.4) (27.5) 47.3) (40.6)
Income before equity in
earnings (losses)

of affiliated companies
and minority interest 308.9 191.6 250.5 278.5 203.3 193.1 164.8
Equity in earnings (losses)
of affiliated companies - (0.5) (0.5) (1.7) 1.9 9.6 (3.2)
Minority interest 4.2) (3.7) (3.6) (54.5) (73.0) (74.2) (73.7)
Net income 304.7 187.4 246.4 222.3 132.2 128.5 87.9
Net earnings per thousand
shares(1) 4.39 2.69 3.54 3.62 2.49 2.42 1.66
Dividends per thousand
common shares(2) 1.33 0.46 1.01 1.00 4.20 0.57 0.48
Dividends per thousand
preferred shares(2) 1.33 0.51 1.11 1.09 4.63 0.63 0.53

24
Nine months
ended September Year ended
30, December 31,
2004 2003 2003 2002 2001 2000 1999
(in millions of reais, except per share data)
R$ R$ R$ R$ R$ R$ R$
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Other financial
data(3)
Consolidated income
statement data:

Cash flows from

operating activities(4) 396.4 171.2 311.4 468.8 339.7 302.7 373.9
Cash flows from

investing activities(4) (214.4) (290.9) (391.3) (427.2) (206.7) (170.5) (96.4)
Cash flows from

financing activities(4) (181.2) 46.7 10.8 (59.7) (339.2) (126.6) 233.3
Depreciation and

amortization(5) 128.6 104.8 146.9 121.8 102.4 90.8 78.9
EBITDA(6) 550.8 384.6 498.5 487.3 372.5 304.3 337.0
Number of common

shares (in millions) 51,264.6 51,264.6 51,264.6 51,264.6 37,984.0 37,984.0 37,984.0
Number of preferred

shares (in millions) 18,426.6 18,426.6 18,426.6 18,426.6 15,016.0 15,016.0 15,016.0
U.S. GAAP:

Net income 305.2 222.5 288.3 143.9 123.0 123.8 98.7

Basic earnings per
thousand common
shares(1) 4.38 3.11 4.03 2.28 2.23 2.24 2.24
Basic earnings per
thousand preferred

shares(1) 4.38 3.42 4.43 2.51 2.55 2.57 2.50

(1)

(2)

(3)

(4)

)

(6)

Net earnings per thousand shares is calculated on the weighted average shares outstanding during each of
the periods presented. Net earnings per thousand shares do not reflect any adjustments related to the stock
dividend described under [[Description of capital stock [] History of capital stock.[]

See [|Distribution policy and dividends[] for information regarding declaration and payment of dividends.
Dividends per thousand shares do not reflect any adjustments related to the stock dividend described under

ODescription of capital stock [] History of capital stock.[]

Cash flow information has been derived from our consolidated financial statements and unaudited interim
consolidated financial statements prepared in accordance with Brazilian GAAP.

See Note 24 to our consolidated financial statements and our unaudited interim consolidated financial
statements.

Depreciation represents depreciation and amortization expenses included in cost of sales and services and
in selling, general and administrative expenses.

See footnote 2 under [[Summary financial information[] for a more complete discussion of EBITDA and its
reconciliation to information in our financial statements.
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As of As of December 31,
September
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Consolidated balance sheet data
Current assets

Cash and cash equivalents
Short-term investments

Trade accounts receivables
Inventories

Recoverable taxes

Other

Total current assets
Long-term assets
Long-term investment

Related companies
Deferred income and social
contribution taxes

Recoverable taxes
Other

Total long-term assets
Permanent assets
Investments
Property, plant and equipment, net
Deferred charges, net

Total permanent assets

TOTAL ASSETS

Current liabilities
Financing

Suppliers

Payroll and related charges
Dividends payable

Other

Total current liabilities
Long-term liabilities
Financing

Related companies
Other taxes and contributions -
contingent liability

Other

Total long-term liabilities

TOTAL LIABILITIES
Minority interest

30,
2004 2003 2002 2001 2000 1999
(in millions of reais)
R$ R$ R$ R$ R$ R$
569.6 568.8 637.9 656.0 862.2 856.6
26.6 41.0 0 0 0
366.7 322.3 278.0 149.2 139.2 119.0
175.0 137.7 106.3 94.5 86.5 79.1
85.7 115.5 115.1 121.2 82.2 42.8
30.3 35.1 49.6 24.3 20.7 1
1,253.9 1,220.4 1,186.9 1,045.2 1,190.8 1,112.9
34.3 0 0 - -
2.2 2.8 2.6 1.7 1.5 1.5
68.3 61.4 33.3 27.3 23.0 18.5
8.5 0 0 - -
294 19.0 11.5 13.0 11.3 14.0
142.7 83.2 47.4 42.0 35.8 34.0
33.5 33.1 33.0 88.8 87.8 78.2
1,024.5 968.6 779.5 707.9 655.9 665.7
94.6 102.7 81.1 68.1 44.2 31.8
1,152.6 1,104.4 893.6 864.8 787.9 775.7
2,549.2 2,408.0 2,127.9 1,952.0 2,014.5 1,922.6
372.4 381.6 219.8 124.5 134.1 190.1
82.2 90.3 104.4 88.4 86.8 73.0
86.2 74.7 64.4 50.2 44.7 38.2
2.1 41.7 49.0 33.6 27.1 25.5
32.2 44.5 30.6 27.2 28.9 29.5
575.1 632.8 468.2 323.9 321.6 356.3
283.1 306.3 363.6 290.2 291.8 279.1
8.9 9.0 10.2 11.0 11.6 12.8
49.9 40.9 28.5 62.4 53.4 21.5
33.6 30.1 35.3 24.8 27.2 38.9
375.5 386.3 437.6 388.4 384.0 352.3
950.6 1,019.1 905.8 712.3 705.6 708.6
36.1 32.2 31.0 439.8 411.2 394.4
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Shareholders[] equity

Capital 664.0 664.0 664.0 433.9 433.9 433.9
Revaluation reserve 16.7 17.8 26.0 25.9 29.1 53.5
Profit reserves 881.8 674.9 501.1 340.1 434.7 332.2
TOTAL SHAREHOLDERS[] EQUITY 1,562.5 1,356.7 1,191.1 799.9 897.7 819.6
TOTAL LIABILITIES AND

SHAREHOLDERS[] EQUITY 2,549.2 2,408.0 2,127.9 1,952.0 2,014.5 1,922.6
U.S. GAAP:

Total assets 2,493.1 2,343.6 2,004.2 1,892.0 1,967.6 1,838.0
Total shareholders[] equity 1,506.4 1,294.8 1,076.5 748.5 854.6 760.1
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Management[]s discussion and analysis of
financial condition and results of operations

OPERATING RESULTS

You should read this discussion together with our consolidated financial statements, including the notes
thereto, and our unaudited interim consolidated financial statements and accompanying notes, and other
financial information included elsewhere in this prospectus and in conjunction with the financial information
included under [JSelected consolidated financial information.[] Our consolidated financial statements and our
unaudited interim consolidated financial statements have been prepared in accordance with Brazilian GAAP and
the accompanying notes contain a description of the principal differences between such practices and U.S. GAAP,
and a reconciliation to U.S. GAAP of net income for the nine months ended September 30, 2004 and 2003 and
shareholders[] equity at September 30, 2004 and net income and shareholders[] equity for each of the three years in
the period ended December 31, 2003. Our unaudited interim consolidated financial statements for the nine
months ended September 30, 2004 and 2003 respectively, were reviewed by the independent registered public
accounting firm, Deloitte Touche Tohmatsu Auditores Independentes. Our consolidated financial statements for
the years ended December 31, 2003 and 2002 were audited by the independent registered public accounting
firm, Deloitte Touche Tohmatsu Auditores Independentes. Our consolidated financial statements for the fiscal
year ended December 31, 2001 were audited by the independent registered public accounting firm,
PricewaterhouseCoopers Auditores Independentes.

Overview

Our three principal businesses are:
® the LPG distribution business, conducted by our wholly-owned subsidiary Ultragaz;

® the chemical and petrochemical business, conducted by our wholly-owned subsidiary Oxiteno; and

e logistical services for oil and chemical products, conducted by our wholly-owned subsidiary Ultracargo.
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Ultragaz sells LPG to the residential, commercial and industrial market segments. Oxiteno produces ethylene
oxide and its principal derivatives, and is also a significant producer of specialty chemicals. It manufactures
approximately 700 products used in various industrial sectors such as polyethylene terephthalate, or PET,
packaging, polyester, textiles, paints, cosmetics and detergents. Ultracargo operates a fleet of trucks specializing
in the transport of chemical products and fuels and maintains storage facilities at railroad junctions and port
terminals.

Brazilian economic background

Since most of our operating businesses are located in Brazil, we are significantly affected by Brazil[]s economic
and social conditions, including, but not limited to, gross domestic product, or GDP, growth rates, the domestic
rate of inflation and exchange rate fluctuations.

Gross domestic product. After the introduction of the real Plan in 1994, the Brazilian economy experienced
some years of strong economic growth. However, in 1998, economic growth slowed down, followed by a sharp
devaluation of the real and GDP increased by 0.8% in 1999. On the other hand, in 2000, Brazil[Js GDP grew by
4.4% . In 2001, Brazil[]s GDP grew by only 1.5%, largely due to the lack of energy supply, the terrorist attacks of
September 11, and the Argentine crisis. In 2002, Brazil[Js GDP grew by 1.5%, as a result of the political instability
surrounding the presidential elections of October 2002, which caused foreign exchange rate devaluation, and an
increase in interest rates, and undermined consumer confidence. In 2003, the GDP grew 0.5%, largely a
reflection of the economic policy of holding the basic interest rate at high levels throughout the year as a means
of controlling inflation. As government became more confident regarding inflation trends, interest rates were
lowered, and estimates are that during 2004 Brazilian GDP grew by 5%. From January to September 2004, GDP
grew by 5.3% .
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Our operations are significantly impacted by Brazilian GDP growth, specifically, sales of LPG to the
commercial and industrial customers, Oxiteno[]s sales to the domestic market and Ultracargo[Js logistics operations.
In addition, sales of LPG to residential customers are affected by the level of household income.

Inflation and currency fluctuations. Our cash operating expenses are substantially in reais and tend to
increase with Brazilian inflation. The inflation rate, as measured by the ¥ndice Geral de Precos - Mercado, or
IGP-M, was 1.8% in 1998. The inflation rate increased to 20.1% in 1999 as a result of the devaluation of the real
beginning in January 1999, and decreased to 10.0% in 2000 and 10.4% in 2001. In 2002, the inflation rate as
measured by the IGP-M increased to 25.3%, reflecting the foreign exchange rate devaluation of 52.3%, largely
due to uncertainties and risks inherent in the Brazilian presidential succession campaign. In 2003, the real
appreciated 18% against the U.S. dollar, consequently diminishing inflationary pressures and resulting in an
IGP-M of 8.7% . In 2004, the real appreciated further against the U.S. dollar and IGP-M for the year was 12.4% .

Future governmental actions, including actions to adjust the value of the real in relation to the dollar, may
increase inflation.

The principal foreign exchange risk we face arises from certain U.S. dollar denominated costs and expenses.
Although a substantial part of our debt is dollar-denominated, it is currently hedged against currency devaluation
through the use of various derivative instruments. Additionally, a significant part of our raw materials is also
denominated or indexed to the U.S. dollar. A large part of our sales is denominated in reais, although prices in
the chemical business are benchmarked to prices prevailing in the international markets and denominated in U.S.
dollars. Hence, we are exposed to foreign exchange rate risks which could negatively impact our businesses,
financial situation and operating results as well as our capacity to service our debt.
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The table below shows the inflation rate for the periods indicated, as measured by the IGP-M as well as the
devaluation of the real against the U.S. dollar.

Nine months

ended Year ended December
September 30, 31,
Index 2004 2003 2003 2002 2001
General Price Index-IGP-M 10.3% 7.1% 8.7% 25.3% 10.4%
Devaluation (appreciation) of the real against the U.S.
dollar 1.1)% 17.3% (18.2)% 52.3% 18.7%

We manage the foreign exchange risk associated with the scheduled payments under the terms of our U.S.
dollar indebtedness by investing in U.S. dollar-denominated securities and foreign currency/interest swap

contracts, under which we pay variable interest in reais based on the interbank certificate of deposit rate, or CDI,
and receive fixed interest in U.S. currency. As of September 30, 2004 our total debt denominated in foreign
currency was R$ 403.8 million, including pre-export finance contracts and import payables. At the same date our
total asset position in foreign currency was R$ 459.3 million, composed of investments indexed to U.S. dollars

and swap instruments used to manage fluctuations of exchange rates and foreign currency receivables exposures.
See [JBusiness - Quantitative and qualitative disclosures about market risk - Foreign exchange risk[] for information
about our foreign exchange risk hedging policy, Note 12 and 17 to our consolidated financial statements and

Notes 12 and 18 to our unaudited interim consolidated financial statements.

Discussion of critical accounting policies and estimates

The presentation of our financial condition and results of operations requires our management to make
judgments regarding the effects of matters that are inherently uncertain on the carrying value of our assets and
liabilities and may affect the reported amount of them as well as our revenues and expenses. Actual results may
differ from those estimated under different variables, assumptions or conditions, even though our management
believes that its accounting estimates are reasonable. The following paragraphs review the critical accounting
estimates that management considers most important for understanding our financial condition, results of
operations and cash flows. An accounting estimate is considered a critical accounting estimate if it meets the
following criteria:

e The accounting estimate requires management to make assumptions about matters that were highly
uncertain at the time the accounting estimate was made; and

28

e Different estimates that management reasonably could have used for the accounting estimate in the
current period, or changes in the accounting estimate that are reasonably likely to occur from period to
period, would have a material impact on our financial condition, results of operations or cash flows.

We have identified the following four of our accounting policies that can be considered critical.

Allowance for doubtful accounts. We maintain allowances for doubtful accounts for estimated losses
resulting from the subsequent inability of our customers to make required payments. The allowance for doubtful
accounts is recorded in an amount we consider sufficient to cover any probable losses on realization of our
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accounts receivable from our customers, as well as other receivables, and is included as selling expenses; no
adjustment is made to net sales and services revenue. In order to establish the allowance for doubtful accounts,
our management constantly evaluates the amount and characteristics of our accounts receivable. When
significant delays occur and the likelihood of receiving these payments decreases, a provision is made. In case
receivables in arrears are guaranteed or there are reasonable grounds to believe they will be paid, no provision is
made. If the financial conditions of our customers were to deteriorate, resulting in an impairment of their ability
to make payments, additional allowances would be required in future periods. However, because we can not
predict with certainty the future financial stability of our customers, we can not guarantee that our reserves will
continue to be adequate. Actual credit losses may be greater than the allowance we have established, which
could have a significant impact on our selling expenses. See Note 24v(i) to our consolidated financial statements
and Note 18 to our unaudited interim consolidated financial statements for additional information about our
allowance for doubtful accounts.

Deferred Taxes. We recognize deferred tax assets and liabilities which do not expire, arising from tax loss
carry forwards, temporary add-backs, revaluation of property, plant and equipment and other procedures. We
periodically review the deferred tax assets for recoverability and establish a valuation allowance, as required,
based on historical taxable income, projected future taxable income, and the expected timing of the reversals of
existing temporary differences. In the event we or one of our subsidiaries operate at a loss or are unable to
generate sufficient future taxable income, or if there is a material change in the actual effective tax rates or time
period within which the underlying temporary differences become taxable or deductible, we evaluate the need to
establish a valuation allowance against all or a significant portion of our deferred tax assets, resulting in an
increase in our effective tax rate, thereby decreasing net income. If we determine that we can realize a deferred
tax in excess of our net recorded amount, we decrease the valuation allowance, thereby increasing net income.
Significant management judgment is required in determining any valuation allowance. The principal uncertainty
relates to the likelihood of future taxable income from the subsidiary that generated the deferred tax asset. A
change in our projections of profitability could result in the need to record a valuation allowance against deferred
tax assets, resulting in a negative impact of future results. See Note 21 to our consolidated financial statements
for additional information on taxes.

Contingent liabilities. We are currently involved in certain legal and administrative proceedings that arise
from our normal course of business as described in Note 18 to our consolidated financial statements, Note 19 to
our unaudited interim consolidated financial statements and in [JBusiness [] Legal proceedings.[] We believe that the
extent to which these contingencies are recognized in our consolidated financial statements and unaudited
interim consolidated financial statements is adequate. It is our policy to record accrued liabilities in regard to
contingencies that can be reasonably estimated and could have a material adverse impact on the result of our
operations or our financial condition, to the extent not covered by insurance, and that are likely to occur in the
opinion of our management, based on information available to us including information obtained from our legal
advisors. Future results of operations for any particular quarterly or annual period could be materially affected
by changes in our assumptions, by the effectiveness of our strategies relating to these proceedings, by future
developments in each matter being discussed or by changes in approach, such as a change in settlement strategy
in dealing with these matters.

Fair value of financial instruments. We enter into foreign currency swap agreements in order to hedge our
foreign exchange exposure. Under Brazilian GAAP, these swap agreements are recorded at their net settlement
prices as determined on each balance sheet date in accordance with their contractual terms. In applying U.S.
GAAP to our swap agreements we adopted SFAS 133, [JAccounting for Derivative Instruments and Hedging
Activities.[] The accounting required under SFAS 133 is broader than under Brazilian GAAP, especially with
respect to the overall treatment and definition of a derivative, when to record a derivative, the classification of
derivatives, and
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when to designate a derivative as a hedge. Under this method of accounting we adjusted our foreign currency
swaps to their fair values, with changes in fair values being recognized in earnings. Note 24 to our consolidated
financial statements and to our unaudited interim consolidated financial statements provide additional
information regarding the accounting of our swap agreements.

In order to estimate fair values, we consider several variables, such as interest rates, discount rates, foreign
exchange rates and future cash flows. Our most important source of information concerning these variables is the
market projections of future exchange and interest rates provided by the Brazilian Mercantile & Future Exchange
(BMF). We believe BMF to be the most adequate and reliable source of information available for our calculations.
However, given the volatility inherent in financial markets, estimates concerning the variables used to calculate
fair values are subject to constant change. As a consequence, our judgment related to, among other issues, the
behavior of these variables, the selection of sources of information and the timing of calculation, directly affects
the fair values of our swaps and the amount of gains or losses recorded in the income statement under U.S.
GAAP.

Results of operations

The following discussion of our results of operations is based on the financial information derived from our
consolidated financial statements and our unaudited interim consolidated financials statements, prepared in
accordance with Brazilian GAAP.

Nine months ended September 30, 2004 compared to the nine months ended September 30, 2003.

The following table shows a summary of our results of operations for the nine months ended September 30,
2004 and 2003:

Nine Nine
months Percentage months Percentage
ended of net sales ended of net sales
September and September and Percent
30, 2004 services 30, 2003 services change

(in millions of reais, except percentages)

Net sales and services 3,564.1 100% 2,930.3 100% 22%
Cost of sales and services (2,738.2) 77% (2,329.8) 80% 18%
Gross profit 825.9 23% 600.5 20% 38%
Selling, general and

administrative expenses (408.2) 11% (323.8) 11% 26%
Other operating income,

net 4.5 0% 3.1 0% 45%
Operating income before

financial items 422.2 12% 279.8 9% 51%
Financial income (expense),

net (35.5) 1% (43.6) 1% (19%)
Non-operating income

(expense), net (12.1) 0% 0.4 0% 0
Income and social

contribution taxes (65.7) 2% (45.0) 2% 46%
Minority interest/equity in

earnings of affiliates 4.2) 0% 4.2) 0% 0%
Net income 304.7 9% 187.4 6% 63%
EBITDA1 550.8 384.6 43%
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(1) See footnote 2 under [[Summary financial information[] for a more complete discussion of EBITDA and its
reconciliation to information in our financial statements.

Net sales and services. Net sales and services increased by 22%, to R$ 3,564.1 million for the nine months
ended September 30, 2004 from R$ 2,930.3 million for the nine months ended September 30, 2003.

The following table illustrates the change in sales in each of our segments:

30

Nine months ended September 30,

2004 2003 Percent change

(in millions of reais, except percentages)

Ultragaz 2,241.9 1,903.5 18%
Oxiteno 1,210.0 923.9 31%
Ultracargo 144.7 131.5 10%

Ultragaz[Js net sales and services were R$ 2,241.9 million for the nine months ended September 30, 2004, a
growth of 18% in relation to the R$ 1,903.5 million in the same period in 2003. The increase in net sales was
largely due to an increase in sales volume. Ultragaz[]s sales volume grew 19% compared to the same period in
2003, primarily due to the acquisition of Shell Gas in August 2003, which at that time accounted for 4.5% of the
Brazilian market, and also due to the growth in the LPG market as a whole. Brazil[Js LPG market grew by 3%
compared to the same period in 2003. We believe that this increase is largely a reflection of growth in the
Brazilian economy and the increase in personal income among the population and a leveling-off of the price of
LPG charged by Petrobras.

Oxiteno[Js net sales and services increased to R$ 1,210.0 million in the nine months ended September 30, 2004,
a 31% growth compared to R$ 923.9 million for the same period in 2003. This increase resulted primarily from (i)
an increase in volume sold, (ii) the recovery of petrochemical commodities prices in the international market, and
(iii) the acquisition of Canamex in December 2003, which contributed R$ 46.7 million to net revenue for the nine
months ended September 30, 2004. Oxiteno[]s sales volume was 391,000 tons in this period, a growth of 11%
compared with 352,000 tons for the same period in 2003, mainly a result of (i) expansion of its customer base,
partly through import substitution; (ii) a greater volume of sales of specialty chemicals; (iii) stronger demand as a
result of the growth in the Brazilian economy, and (iv) the acquisition of Canamex.

Ultracargo[]s net sales and services increased to R$ 144.7 million for the nine months ended September 30,
2004, a growth of 10% compared to the same period in 2003, with net sales of R$ 131.5 million. The improvement
in net sales and services reflects the increased volume of operations and contractual tariff increases. Ultracargo[]s
average stored volumes of liquids and gases increased by 3% for the nine months ended September 30, 2004
compared to the same period in 2003, as a result of a growth in its number of customers and increased economic
activity. Stored volumes of solid chemicals saw an increase of 48% for the nine months ended September 30,

2004 compared to the nine months ended September 30, 2003, mainly due to the startup of the Tatui Terminal.
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Cost of sales and services. Cost of sales and services increased by 18% to R$ 2,738.2 million in the nine
months ended September 30, 2004, from R$ 2,329.8 million for the nine months ended September 30, 2003.

Ultragaz[]s cost of sales and services increased 17% to R$ 1,904.6 million for the nine months ended September
30, 2004 from R$ 1,626.7 million for the same period in 2003, largely the result of an increase of 19% in sales

volume, collective wage agreements and higher freight costs.

Oxiteno[Js cost of sales and services rose by 20% to R$ 775.9 million for the nine months ended September 30,
2004 from R$ 647.1 million for the same period in 2003. This increase was mainly due to (i) an 11% growth in
sales volumes and an increase in some raw material prices, the latter directly impacted by stronger naphtha
prices on the international market, and (ii) the consolidation of Canamex, which contributed to a increase of R$
35.0 million in the cost of sales and services. In addition, Oxiteno increased its sales volume of specialty
chemicals which have a higher unit cost, and higher margins, by 27% compared to the same period in 2003.

Ultracargo[]s cost of sales and services increased 7% to R$ 90.1 million in the nine months ended September
30, 2004 from R$ 84.2 million for the same period in 2003. This increase is a reflection of (i) increases in
personnel costs due to annual collective wage agreements and expansion in the size of the workforce to meet the
demands of new clients and new operations, (ii) higher fuel prices, and (iii) increased nitrogen costs, used for
cleaning storage tanks.

Gross profit. Our gross profit increased by 38% to R$ 825.9 million for the nine months ended September 30,
2004 from R$ 600.5 million for the same period in 2003. Ultragaz[]s gross profit was R$ 337.2 million, 22% higher
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than the gross profit of R$ 276.8 million reported for the nine months ended September 30, 2003. Oxiteno[Js gross
profit was R$ 434.1 million, a 57% increase compared with R$ 276.8 million reported for the same period in

2003. Ultracargo[Js gross profit was R$ 54.5 million for the nine months ended September 30, 2004, corresponding
to an increase of 16% compared with R$ 46.9 million for the nine months ended September 30, 2003.

Selling, general and administrative expenses. Our selling, general and administrative expenses grew 26% to
R$ 408.2 million for the nine months ended September 30, 2004 from R$ 323.8 million for the nine months ended
September 30, 2003.

Ultragaz[]s selling general and administrative expenses increased by 25% to R$ 221.0 million for the nine
months ended September 30, 2004 from R$ 177.2 million for the same period in 2003. This increase was the
result of (i) a 32% increase in depreciation and amortization to R$ 87.6 million for the nine months ended
September 30, 2004 from R$ 66.3 million for the same period in 2003, due to the acquisition of Shell Gas in
August 2003 and investments in fixed and deferred assets, (ii) the incorporation of the Shell Gés sales structure,
(iii) an increase of 19% in sales volume, and (iv) an increase in payroll expenses due to collective labor
agreements renegotiated during the year.

Oxiteno[]s selling, general and administrative expenses increased by 26% to R$ 155.0 million for the nine
months ended September 30, 2004 from R$ 123.0 million for the same period in 2003, principally the result of (i)
higher personnel expenses, due to annual collective wage agreements renegotiated for the period and an
increase in the provision for employee profit sharing, in line with the company[]s improved performance; (ii) the
consolidation of Canamex expenses; and (iii) increased freight expenses, accompanying the higher sales volume.

Ultracargo[Js selling, general and administrative expenses rose 31% to R$ 36.6 million for the nine months
ended September 30, 2004 from R$ 27.9 million in the same period in 2003. The increase was a function of
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higher general and administrative expenses, principally as a result of wage increases for 2004 per the terms of
collective labor agreements, a larger number of employees, needed to service our increased customer base,
notably in the transportation sector, and higher IT expenses.

Operating income before financial items. Our operating income before financial items increased 51% to R$
422.2 million for the nine months ended September 30, 2004 from R$ 279.8 million for the same period in 2003.
This was mainly due to the increase in Oxiteno[]s and Ultragaz[]s operating results. Ultragaz[]s operating income
before financial items for the nine months ended September 30, 2004 was R$ 117.9 million, a R$ 17.7 million
increase compared to the same period in 2003. At Oxiteno, operating income before financial items was R$ 281.4
million for the nine months ended September 30, 2004, an 81% increase compared to R$ 155.8 million for the
same period in 2003. Ultracargo[]s operating income before financial items was R$ 19.0 million for the nine
months ended September 30, 2004, a 3% decrease compared to the R$ 19.6 million for the same period in 2003.

Financial income (expense), net. We reported net financial expenses of R$ 35.5 million for the nine months
ended September 30, 2004, a decrease of 19% compared to a net financial expense of R$ 43.6 million for the
same period in 2003 primarily related to the decrease of our net debt position.

As of September 30, 2004, we had net debt of R$ 25.0 million and a net foreign exchange rate exposure of R$
55.4 million, mainly comprised of foreign currency trade accounts receivable (net) of R$ 19.3 million and R$ 30.7
million currency exposure related to our investment in Canamex. See footnote 3 under [[Summary financial
information[] for a more complete discussion of net cash (debt) and its reconciliation to information in our financial
statements.

Non-operating income (expense), net. We posted a net non-operating expense of R$ 12.1 million for the nine
months ended September 30, 2004 compared to a net non-operating income of R$ 0.4 million for the same period
in 2003. This net expense is primarily attributable to the scrapping of storage cylinders by Ultragaz in 2004.

Income and social contribution taxes. Income and social contribution tax expenses amounted to R$65.7 million
for the nine months ended September 30, 2004 an increase of 46% from R$ 45.0 million for the same period in
2003. This increase is in line with the growth in our operating results.
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Minority interest/equity in earnings of affiliates. Minority interest was R$ 4.2 million for the nine months
ended September 30, 2004, compared to R$ 4.2 million for the same period in 2003. Minority interest reflects our
remaining minority stakes in certain subsidiaries, such as Cia. Ultragaz S.A. and Tequimar, not wholly-owned by
us.

Net income. As a result of the foregoing, net income for the nine months ended September 30, 2004 was R$
304.7 million, an increase of 63% compared to the same period in 2003.

EBITDA. EBITDA increased by 43% to R$ 550.8 million for the nine months ended September 30, 2004, from
R$ 384.6 million for the same period in 2003. Ultragaz posted EBITDA of R$ 205.5 million for the nine months
ended September 30, 2004, 23% higher than the figure for the same period in 2003. Factors behind this growth
included: (i) our acquisition of Shell Gas and our ensuing gains in scale, and (ii) the growth seen in Brazil's LPG
market. Oxiteno[Js EBITDA amounted to R$ 309.3 million for the nine months ending September 30, 2004,
representing an increase of 70% compared to the same period in 2003. This performance reflected an increase in
sales volume due to new contracts closed, growth of the Brazilian economy, an increased sales focus on specialty
chemicals and improved prices for petrochemical commodities. Ultracargo reported EBITDA of R$ 31.4 million
for the nine months ended September 30, 2004, a 2% increase compared to R$30.9 million the figure for the
same period in 2003. See footnote 3 under JSummary financial and other information[J for a more complete
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discussion of EBITDA and its reconciliation to information in our financial statements.

Year ended December 31, 2003 compared to the year ended December 31, 2002.

The following table shows a summary of our results of operations for the years ended December 31, 2003 and

2002:

Net sales and services
Cost of sales and services

Gross profit
Selling, general and administrative
expenses

Other operating income, net
Operating income before financial
items

Financial expense, net
Non-operating income (expense), net

Income and social contribution taxes
Minority Interest/equity in earnings of
affiliates

Net income

EBITDA(1)

(1) See footnote 2 under [[Summary financial information[] for a more complete discussion of EBITDA and its

Year ended Percentage Year ended

December
31, 2003

of net sales

and

services

Percentage
of net
sales
December and Percent
31, 2002 services change

(in millions of reais, except percentages)

4,000.3 100% 2,994.5 100% 34%
(3,196.4) 80% (2,247.1) 75% 42%
803.9 20% 747.4 25% 8%
(458.9) 11% (382.3) 13% 20%
6.6 0% 0.4 0% 0
351.6 9% 365.5 12% (4%)
(57.2) 1% 28.5 1% 0
1.0 0% (44.1) 1% 0
(44.9) 1% (71.4) 2% (37%)
(4.1) 0% (56.2) 2% (93%)
246.4 6% 222.3 7% 11%
498.5 487.3 2%

reconciliation to information in our financial statements.
Net sales and services. Net sales and services increased by 34%, to R$ 4,000.3 million in 2003 from R$

2,994.5 million in 2002.

The following table illustrates the change in net sales and services in each of our segments:

Ultragaz
Oxiteno
Ultracargo

Year ended December 31,

Percent

2003 2002 change

(in millions of reais, except percentages)

2,622.7 1,942.7 35%
1,237.8 956.1 29%
177.1 131.5 35%
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Ultragaz[]s net sales and services were R$ 2,622.7 million in 2003, an increase of 35% compared to R$ 1,942.7
million in 2002. The falling disposable incomes in Brazil, mainly a consequence of the weak economic activity
which characterized the first semester of 2003, together with the increase of 42% in Petrobras[] refinery LPG
prices to distributors, which contributed to the retail prices increase during 2003, contributed to an overall 5.7%
volume decline in the LPG distribution market. Ultragaz reported a year over year increase of 5% in sales volume
to 1,362.1 thousand tons from 1,302.7 thousand tons, principally due to the acquisition of Shell Gas in August

2003. Excluding the sales volume from Shell Gas, Ultragaz[]s 2003 sales volume decreased 4.3% compared to
2002.

Oxiteno[]s net sales and services were R$ 1,237.8 million in 2003, an increase of 29% compared to R$ 956.1
million in 2002. Oxiteno[Js sales volume in 2003 was 474,200 tons, a growth of 9% compared with 433,500 tons in
2002, mainly a result of (i) its greater penetration in the agrochemical sector, (ii) the acquisition of new clients,
including through import substitution, in several of Oxiteno[Js sectors, and (iii) the increase of exports. The growth
in sales volume was accompanied by (i) a price improvement, in U.S. dollars, in Oxiteno[]s principal products on
the international market, and (ii) a better sales mix, due to an improvement in the domestic market demand in
the second half of 2003.

Ultracargo[Js net sales and services increased to R$ 177.1 million in 2003, a growth of 35% over 2002, when net
sales and services were R$ 131.5 million. This increase in net sales and services reflected investments in
expanding services, mainly related to new clients in the transportation sector and to the 20,000 cubic meters of
additional capacity at the Aratu terminal in the storage sector. These resulted in a 26% increase in total
kilometers covered by the truck fleet and an 8% increase in product volumes held in storage.

Cost of sales and services. Cost of sales and services increased by 42% to R$ 3,196.4 million in 2003 from R$
2,247.1 million in 2002.

Ultragaz[]s cost of sales and services increased 42% to R$ 2,256.3 million in 2003 from R$ 1,585.1 million in
2002, largely the result of increased sales volume and increased LPG refinery prices charged by Petrobras to
distributors.

Oxiteno[]s cost of sales and services rose by 40% to R$ 863.6 million in 2003 from R$ 614.8 million in 2002.
This increase was due to higher sales volumes as well as an increase in ethylene prices, the latter directly
impacted by stronger naphtha prices on the international market. In 2003, the increase in the cost of ethylene
accounted for 49% of Oxiteno[]s increase in the cost of sales and services. In addition, Oxiteno increased its sales
volume of specialty chemicals, which have a higher unit cost, and higher margins, by 11% from 2002 to 2003.

Ultracargo[Js cost of sales and services increased 38% to R$ 113.9 million in 2003 from R$ 82.8 million in 2002.
This increase reflected the increased cost of nitrogen, used for cleaning storage tanks, and increased product
transportation costs, in turn due to higher third-party freights, in addition to the increased costs of fuel, tires and
spare parts for maintenance.

Gross profit. Our gross profit increased by 8% to R$ 803.9 million in 2003 from R$ 747.4 million in 2002.
Ultragaz[Js gross profit in 2003 was R$ 366.3 million, 2% higher than the gross profit of R$ 357.6 million reported
in 2002. Oxiteno[]s gross profit was R$ 374.2 million in 2003, a 10% growth compared with R$ 341.3 million
reported in 2002. Ultracargo[Js gross profit was R$ 63.2 million in 2003, corresponding to an increase of 30%
compared with R$ 48.6 million in 2002.
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Selling, general and administrative expenses. Selling, general and administrative expenses grew 20% to
R$458.9 million in 2003 from R$382.3 million in 2002.

Ultragaz[Js selling general and administrative expenses increased by 17% to R$ 254.1 million in 2003 from R$
217.1 million in 2002. This increase was the result of (i) a 24% increase in depreciation and amortization to R$
95.0 million in 2003 from R$ 76.6 million in 2002, mainly due to the investment of R$ 114.4 million in fixed and
deferred assets in 2003; (ii) the acquisition of Shell Gas and; (iii) an increase in payroll expenses due to collective
labor agreements during the year.
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Oxiteno[]s selling, general and administrative expenses increased by 20% to R$ 171.2 million in 2003 from R$
142.4 million in 2002, principally the result of an increase in selling and commercial expenses to R$ 76.9 million
in 2003 from R$ 53.6 million in 2002, due to increases in sales volume and cost of freight.

Ultracargo[s selling, general and administrative expenses rose 25% to R$ 39.4 million in 2003 from R$ 31.5
million in 2002. The increase was a function of higher general and administrative expenses, principally as a result
of wage increases for 2003 per the terms of collective labor agreements and higher headcount, related to
increased client base, notably in the transportation sector.

Operating income before financial items. Operating income before financial items decreased by 4% to R$
351.6 million in 2003 from R$ 365.5 million in 2002. This was mainly a consequence of the increase of
depreciation and amortization expenses at Ultragaz. Ultragaz[]s operating income before financial items in 2003
was R$ 113.2 million, a decrease of 21% compared to R$ 143.2 million in 2002. Oxiteno[Js operating income before
financial items was R$ 207.0 million in 2003, an increase of 4% compared to R$ 199.9 million in 2002.

Ultracargo[]s operating income before financial items was R$ 24.7 million in 2003, an increase of 40% compared
with R$ 17.6 million in 2002.

Financial income (expense), net. We recorded a net financial expense of R$ 57.2 million in 2003, compared
with a net financial income of R$ 28.5 million in 2002. This change was caused principally by (i) a reduction in
financial investments, principally due to the lower levels of cash available for investment following the payment of
R$ 170.6 million for the acquisition of Shell Gas in August 2003 and the acquisition of minority shareholdings of
Oxiteno in December 2002, (ii) a reduction in the prevailing interest rates on financial investments (benchmarked
to the CDI [J Interbank Deposit Rate) and (iii) the effect of the appreciation of the real on our net foreign exchange
exposure.

As of December 31, 2003, we had net debt of R$ 78.1 million. We had a net foreign exchange rate exposure of
R$ 52.2 million, comprised of U.S. dollar financial investments of R$ 21.1 million and R$ 31.1 million currency
exposure related to our investment in Canamex. See footnote 3 under &#147Summary financial information[] for a
more complete discussion of net cash (debt) and its reconciliation to information in our financial statements.

Non-operating income (expense). We posted a net non-operating income of R$ 1.0 million in 2003 versus a net
non-operating expense of R$ 44.1 million in 2002, the latter due to the provision of R$ 40.5 million for our
investment in Nordeste Quimica S.A., a holding company with stakes in the chemical and petrochemical industry
in Brazil.

Equity in earnings of affiliates. Our affiliates generated a loss of R$ 0.5 million in 2003 compared to a loss of
R$ 1.7 million in 2002. The result of 2002 is mainly a consequence of a loss of R$ 1.0 million in our affiliate
Fébrica Carioca de Catalisadores S.A. [] FCC, in which we held a 20% ownership interest. This interest was sold in
November 2002.
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Minority interest. Minority interest fell 93% to R$ 3.6 million in 2003 from R$ 54.5 million in 2002, largely as a
result of the corporate restructuring in 2002, pursuant to which Ultragaz and Oxiteno became wholly owned
subsidiaries. In accordance with Brazilian GAAP, we included 100% of Ultragaz[]s and Oxiteno[]s results in our
operating results as from July 1, 2002, practically eliminating the impact of minority interest item in our results in
2003.

Net income. As a result of the foregoing, net income grew 11% to R$ 246.4 million in 2003 from R$ 222.3
million in 2002.

EBITDA. Our EBITDA increased by 2% to R$ 498.5 million in 2003 from R$ 487.3 million in 2002. Ultragaz[]s
EBITDA fell 5% to R$ 208.2 million in 2003 from R$ 219.8 million in 2002. Oxiteno[Js EBITDA increased by 5% to
R$ 243.2 million in 2003 from R$ 232.7 million in 2002. Ultracargo[]s EBITDA rose 37% to R$ 40.0 million in 2003
from R$ 29.2 million in 2002. See footnote 3 under [J[Summary financial and other information[] for a more complete
discussion of EBITDA and its reconciliation to information in our financial statements.
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Year ended December 31, 2002 compared to the year ended December 31, 2001.

The following table shows a summary of our results of operations for the years ended December 31, 2002 and
2001:

Percentage
Percentage
Year ended et Year ended of net
sales sales
December and December and Percent

31, 2002 services 31, 2001 services change

(in millions of reais, except percentages)

Net sales and services 2,994.5 100% 2,284.7 100% 31%
Cost of sales and services (2,247.1) 75% (1,698.3) 74% 32%
Gross profit 747.4 25% 586.4 26% 27%
Selling, general and administrative expenses (382.3) 13% (317.7) 14% 20%
Other operating income, net 0.4 0% 10.2 0%  (96%)
Operating income before financial items 365.5 12% 278.9 12% 31%
Financial income (expense), net 28.5 1% (31.1) 1% 0
Non-operating income (expense), net (44.1) 1% (17.0) 1% 159%
Income and social contribution taxes (71.4) 2% (27.5) 1% 160%
Minority interest/Equity in earnings of affiliates (56.2) 2% (71.1) 3% (21%)
Net income 222.3 7% 132.2 6% 68%
EBITDA(1) 487.3 372.5 31%
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(1) See footnote 2 under [[Summary financial and other information[] for a more complete discussion of
EBITDA and its reconciliation to information in our financial statements.
Net sales and services. Our net sales increased by 31%, to R$ 2,994.5 million in 2002 from R$ 2,284.7 million
in 2001.

The following table illustrates the change in net sales and services in each of our segments:

Year ended December 31,

Percent
2002 2001 change

(in millions of reais, except percentages)

Ultragaz 1,942.7 1,381.1 41%
Oxiteno 956.1 832.1 15%
Ultracargo 131.5 105.4 25%

Ultragaz[]s net sales and services increased by 41%, to R$ 1,942.7 million in 2002 from R$ 1,381.1 million in
2001, reflecting an increase in LPG sales prices during the year. In January 2002, LPG refinery prices charged by
Petrobras to distributors began to be set by reference to international LPG prices, which resulted in domestic
prices becoming sensitive to the effects of the real depreciation against foreign currencies. The depreciation of
the real and the increases in LPG prices worldwide resulting from the war with Iraq led to an increase of
approximately 123% in LPG refinery prices charged by Petrobras to distributors and resulted in a 5% decrease in
domestic consumption. At Ultragaz, the resulting increase in sales prices was partially offset by a reduction in
volume sales by 3% to 1.30 million tons in 2002 from 1.34 million tons in 2001.

Oxiteno[]s net sales and services increased by 15%, to R$ 956.1 million in 2002 from R$ 832.1 million in 2001.

The depreciation of the real made Oxiteno[]s products more competitive in the international and the domestic
markets, which contributed to this increase. During 2002, Oxiteno[Js sales volume decreased by 3%, largely due to
ethylene supply restrictions from Braskem, following a long maintenance stoppage during the first half of 2002.

In this scenario, Oxiteno sold a higher margin product mix, increasing its sales in Brazil.

Ultracargo[Js net sales and services increased by 25%, to R$ 131.5 million in 2002 from R$ 105.4 million in

2001, mainly reflecting greater sales volumes in the transportation segment due to expansion of its customer
base.
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Cost of sales and services. Our cost of sales and services increased by 32%, to R$ 2,247.1 million in 2002 from
R$ 1,698.3 million in 2001.

Ultragaz[Js cost of sales and services increased by 43%, to R$1,585.1 million in 2002 from R$1,105.2 million in
2001, principally due to increases on the refinery prices charged by Petrobras to distributors following the
deregulation of domestic LPG prices in January 2002. Since then, Petrobras has adopted the international price
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plus the cost of importing the product as a benchmark.

Oxiteno[Js cost of sales and services increased by 9%, to R$ 614.8 million in 2002 from R$ 563.8 million in
2001. This increase was largely due to increased ethylene prices, which are very sensitive to foreign exchange
rate devaluation as well as higher international naphtha prices.

Ultracargo[]s cost of sales and services increased by 31%, to R$ 82.8 million in 2002 from R$ 63.0 million in

2001. This increase reflected the higher prices of nitrogen, the main raw material in the storage segment, and the
increase in diesel fuel.

Gross profit. Our gross profit increased by 27%, to R$ 747.4 million in 2002 from R$ 586.4 million in 2001.
Both Ultragaz and Oxiteno contributed to this increase. At Ultragaz, gross profit increased by 30%, to R$ 357.6
million in 2002 from R$ 275.9 million in 2001. At Oxiteno, gross profit increased by 27%, to R$ 341.3 million in
2002 from R$ 268.4 million in 2001.

Selling, general and administrative expenses. Our selling, general and administrative expenses increased by
20% to R$ 382.3 million in 2002 from R$ 317.7 million in 2001.

At Ultragaz, depreciation and amortization expenses increased by 24%, to R$ 76.6 million in 2002 from R$
61.9 million in 2001, due to an increase in fixed and deferred assets in line with the investments amounting to R$
130.6 million in 2002. Selling expenses increased by 16% to R$ 76.6 million in 2002 from R$ 66.1 million in 2001,
due to sales promotions and marketing campaigns and the creation of provisions for doubtful accounts in the
amount of R$ 8.3 million in December 2002. General and administrative expenses increased by 31%, to R$ 64.5
million in 2002 from R$ 49.4 million in 2001, due to wage increases in 2002 per the terms of collective labor
agreements and consultancy fees arising from the implementation of integrated systems.

At Oxiteno, selling, general and administrative expenses increased by 15%, to R$ 142.4 million in 2002 from
R$ 123.7 million in 2001, due to increased general and administrative due to primarily of higher expenses
associated with our profit sharing program, collective wage agreements and expenses related to consultancy and
legal services provided in connection with the corporate restructuring which took place in 2002.

Operating income before financial items. Our operating income before financial items increased by 31% to R$
365.5 million in 2002 from R$ 278.9 million in 2001. This was mainly a consequence of (i) the improvement in
Oxiteno[Js competitiveness in the domestic market due to the depreciation of the real; and (ii) the increase in LPG
prices, as a result of the 123% increase in LPG refinery prices charged by Petrobras to distributors during 2002.
Ultragaz[]s operating income before financial items in 2002 was R$ 143.2 million, R$ 42.1 million higher compared
to 2001. At Oxiteno, operating income before financial items was R$ 199.9 million in 2002, R$ 53.3 million higher
than in 2001. At Ultracargo, operating income before financial items was R$ 17.6 million in 2002, R$ 9.8 million
lower compared to 2001.

Financial income (expense), net. We recorded net financial income of R$ 28.5 million in 2002 compared with a
net financial expense of R$ 31.1 million in 2001, principally due to our policy of hedging foreign exchange
liabilities. Our consolidated cash position at December 31, 2002 was R$ 637.9 million, of which R$ 546.3 million
was in U.S. dollar-indexed financial investments. Our total debt at December 31, 2002 was R$ 583.4 million, of
which R$ 377.8 million was denominated in foreign currency. Notwithstanding the disbursement of R$ 208.0
million to Oxiteno[Js dissenting shareholders who decided to sell their shares during the corporate restructuring,
our net cash position at December 31, 2002 was R$ 54.5 million. See footnote 3 under [J[Summary financial
information[] for a more complete discussion of net cash (debt) and its reconciliation to information in our financial
statements.

Non-operating income (expense). Our net non-operating expenses increased by 159% to R$ 44.1 million in
2002 from R$ 17.0 million in 2001 due to the provisioning of R$ 40.5 million for our investment in Nordeste
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Quimica S.A. [] Norquisa, a company engaged in the chemical and petrochemical businesses. We held a 8.7%
ownership interest in Norquisa, and following the creation of Braskem, we adjusted the value of this investment
to reflect our estimate of its market value. The R$ 17.0 million of non-operating expense in 2001 referred mainly
to net expense on disposal of investments, property, plant and equipment.

Equity in earnings of affiliates. This account registered a loss of R$ 1.7 million in 2002 compared to a gain of
R$ 1.9 million in 2001 as a result of a loss of R$ 1.0 million in the 2002 results of operations of our affiliate
Fébrica Carioca de Catalisadores S.A. [] FCC, in which we held a 20% ownership interest, which we sold in
November 2002.

Minority interest. Minority interest decreased by 25%, to R$ 54.5 million in 2002 from R$ 73.0 million in 2001.
With the conclusion of the corporate restructuring in 2002, Oxiteno and Ultragaz become our wholly-owned
subsidiaries. In accordance with the merger terms and conditions, we included 100% of Ultragaz[]s and Oxiteno[]s
results in our results of operations beginning July 1, 2002, practically eliminating our minority interest.

Net income. Our net income increased by 68%, to R$222.3 million in 2002 from R$132.2 million in 2001.

EBITDA. Our EBITDA increased by 31%, to R$ 487.3 million in 2002 from R$ 372.5 million in 2001. Ultragaz[ls
EBITDA increased by 35%, to R$219.8 million in 2002 from R$ 163.0 million in 2001. Oxiteno[Js EBITDA increased
by 32%, to R$ 232.7 million in 2002 from R$ 176.8 million in 2001. See footnote 3 under [Summary financial and
other information[] for a more complete discussion of EBITDA and its reconciliation to information in our financial
statements.

LIQUIDITY AND CAPITAL RESOURCES

Our principal sources of liquidity are cash generated from operations and financing. We believe that these
sources will continue to be sufficient to satisfy our current funding requirements, which include, but are not
limited to, working capital, capital expenditures, amortization of debt and payment of dividends.

From time to time, we examine the opportunities for acquisitions and investments. We consider different types
of investments, either direct or through subsidiaries, joint ventures, or affiliated companies. We finance such
investments using cash generated from our operations, through funding raised in the capital markets, through
capital increases or through a combination of these methods.

Sources and uses of funds

Net cash flow from operations was R$ 396.4 million and R$ 171.2 million for the nine-month period ended
September 30, 2004 and 2003, respectively, and R$ 311.4 million and R$ 468.8 million for 2003 and 2002,
respectively. Compared to the same period in 2003, our cash flow from operations increased R$ 225.2 million for
the nine months ended September 30, 2004, mainly reflecting increases in our operating income. Our cash flow
from operations decreased R$ 157.4 million in 2003 compared to 2002, mainly reflecting the decrease in our
financial results due to the increase in net debt and the effect of the appreciation of the real in our U.S. dollar
denominated investments.

Net cash flow from financing amounted to R$ (181.2) million and R$ 46.7 million in the nine months ended
September 30, 2004 and 2003, respectively, and R$ 10.8 million and R$ (59.7) million in the years ended
December 31, 2003 and 2002, respectively. The negative cash flow from financing for the nine months ended
September 30, 2004 is largely due to (i) a R$ 51.8 million increase in dividends paid, and (ii) the partial
repayment of export prepayments financing used to finance acquisitions in 2003. The increase in cash flow from
financing in 2003, compared to 2002 was mainly due to the increase in export prepayments financing used to
finance acquisitions.
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Investing activities consumed net cash of R$ 214.4 million and R$ 290.9 million in the nine-month period
ended September 30, 2004 and 2003, respectively. Acquisitions of property, plant and equipment consumed R$
166.2 million and R$ 110.2 million in the nine-month period ended September 30, 2004 and 2003 respectively,
and R$ 171.2 million and R$ 168.8 million in 2003 and 2002, respectively. For the nine months ended September
30, 2004, investing activities were mainly composed of fixed asset modernization, expansion of production
capacity for
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specialty chemicals, construction of the Santos Intermodal Terminal and expansion of our transport fleet.
Investing activities consumed net cash of R$ 391.3 million and R$ 427.2 million in 2003 and 2002, respectively.

We made several acquisitions during the period presented in this prospectus which are reflected in our results
from operations and financial condition. The acquisition of ownership interests, including the acquisitions of
Nacional Investimentos S.A.[Js interest in Ultragaz and the operating assets of Rhodia Especialidades Mexico in
2004 used cash of R$ 18.4 million. The acquisition of Shell Gads and Canamex in 2003 consumed cash of R$ 203.6
million. The acquisition of Oxiteno[]s minority interests in 2002 consumed cash of R$ 212.6 million. None of these
acquisitions is [Jsignificant[] as defined in Rule 11-01(b) of Regulation S-X of the Securities Act of 1933, as amended.
For more information on our investments and capital expenditures, see [JJInvestments.[]

We believe we have sufficient working capital for our present requirements.

Debt

As of September 30, 2004, our consolidated short and long-term debt was as follows:

Principal
amount of

outstanding and
accrued

interest through

September 30,
Debt Currency Interest Rate 2004

(in millions of

reais)

Foreign currency-denominated loans:
Eurobonds U.S.$ 3.5% 164.5
Export prepaymentl U.S.$ 4.2% to 6.8% 162.9
Advances on Foreign Exchange Contracts U.S.$ 1.7% to 2.3% 0.1
BNDES[]National Bank for Economic and Social UMBNDES?2 8.8% to 10.7%

Development 23.8
FINEP[JFinancing of Inventories and Property Plant & MX$ TIIE3 + 2%

Equipment 9.3
Foreign Financing U.S.$ LIBOR + 2.0% 34.3
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Real-denominated loans:

BNDES-National Bank for Economic and Social
Development

BNDES-National Bank for Economic and Social
Development

FINEP[JResearch and Projects Financing

FINAME[Financing for Machines and Equipment

Total loans:

Unrealized losses on swaps transactions

Total

(1) Net of linked operations.

R$

R$

R$

R$

TJLP4 + 3.0%
to 3.8%
IGPMD + 6.5%

TJLP4 - 2.0%
TJLP4 + 1.8%

to
4.8%

135.6

15.0

19.6

26.0
591.1

64.4

655.5

(2) UMBNDES is based on the average currency basket of the BNDES. The currency basket is a

composition of all BNDES foreign currency debts.

3) MXS$ is the Mexican currency and TIIE is the Mexican interbank interest rate.

4) TJLP (Long Term Interest Rate) is a nominal rate of interest established quarterly. In 2004, TJLP
was fixed at 9.81% p.a. for the nine months ended September 30, 2004.

(5) IGPM is the General Market Price Index in Brazil.

Our consolidated debt as of September 30, 2004 had the following maturity schedule:

Maturity

Amount

October 1, 2004 to September 30, 2005
October 1, 2005 to September 30, 2006
October 1, 2006 to September 30, 2007
October 1, 2007 to September 30, 2008
October 1, 2008 to September 30, 2009

Total

(in millions of
reais)
372.4
135.3
59.0
32.3
56.5

655.5
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As of September 30, 2004, R$ 30.0 million of our consolidated debt was secured by property, plant and
equipment, R$ 15.0 million was secured by shares of affiliated companies and R$ 15.0 million was secured by
guarantees provided by minority shareholders. As of September 30, 2004, we guaranteed a portion of our
subsidiaries[] indebtedness in the amount of R$ 686.8 million.

In 1997, our indirect subsidiary Companhia Ultragaz issued U.S.$ 60 million in a 9% U.S. dollar-denominated
Eurobond due in 2005 with a put/call option exercisable in 2002. We and our subsidiary Ultragaz jointly, severally
and unconditionally guaranteed this Eurobond and are thus subject to covenants which restrict, among other
things, our ability to incur indebtedness, grant liens, make dividend payments and other distributions and
conduct sale-leaseback transactions, mergers and asset sales. None of these covenants has restricted our ability
to conduct our ordinary course of business as of the date of this prospectus. This Eurobond was purchased in
June 2002 by our indirect subsidiary, LPG International Inc., with funds obtained from a syndicated loan with
maturity in August 2004. In January 2004, taking advantage of surplus international liquidity, this syndicated loan
was refinanced through a new Eurobond issued by LPG International Inc. with an annual interest rate of 3.5%
and maturity in June 2005. The new Eurobond benefits from a first priority pledge over the original Eurobond

granted by LPG International Inc.

Investments

The table below shows our investments in shareholding stakes for the nine-month periods ended September
30, 2004 and 2003 and the years ended December 31, 2003, 2002 and 2001. For more details on these
acquisitions see [JBusiness [] Investments.[]

Nine months ended Year ended
September 30, December 31,
Company 2004 20031 20032 2002

(in millions of reais)

Ultragaz 0.3 171.1 171.1 0
Oxiteno 0 1.5 32.5 212.6
Ultracargo 0 0 0 0
Others3 6.8 1.8 2.1 0.4
Total 7.1 174.4 205.7 213.0

(1) The difference between principal equity investments (excluding the share repurchase program) of R$ 172.6
million above and [JBusiness combinations, net of cash acquired,[] of R$ 105.2 million, shown in the
consolidated statement of cash flow in our unaudited interim consolidated financial statements, is
substantially comprised of cash acquired and settlement of debt of Shell Gas (included in [JCash flows from
financing activities [J Loans from affiliated companies[]).

(2) The difference between principal equity investments (excluding share repurchase program) of R$ 203.6
million above and [JBusiness combinations, net of cash acquired,[] of R$ 134.6 million, shown in the
consolidated statement of cash flow in our consolidated financial statements, is substantially comprised of
cash acquired and settlement of debt of Shell Géas (included in [JCash flow from financing activities [] Loans
from affiliated companies[])
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(3) Share repurchase program included in our consolidated statement of cash flows under [JCash flows from
financing activities [J Other.[]

Investments in permanent assets and deferred charges

The following table sets forth our investments in permanent assets and deferred charges for the nine-month
periods ended September 30, 2004 and 2003 and the years ended December 31, 2003 and 2002.

Nine months ended
September 30, Year ended December 31,

2004 2003 2003(1) 2002

(in millions of reais)

Ultragaz 67.0 73.7 114.4 130.6
Oxiteno 64.2 42.6 58.1 55.8
Ultracargo 65.7 22.0 41.5 36.2
Others(2) 0.5 0.2 0.3 0.2
Total capital expenditures 197.4 138.5 214.3 222.8
Disposals 4.2) (3.9) (7.4) (4.5)

Total capital expenditures, net of
disposals 193.2 134.6 206.9 218.3

(1) Net of R$ 7.9 million of exchanged assets.

(2) Includes expenditures related to maintenance of our headquarters which is performed by our wholly-owned
subsidiary Imaven Iméveis e Agropecuéria Ltda.

At Ultragaz, our investment strategy has been to expand the small bulk delivery distribution and to expand our
geographic coverage. During the nine months ended September 30, 2004, investments focused on expanding the
small bulk market segment (UltraSystem), on fleet renewal and on the replacement of cylinders. In 2003 and
2002, in addition to the items previously listed, Ultragaz also invested in the installation of the integrated ERP
system and in the building of new filling plants.

At Oxiteno, during the nine months ended September 30, 2004, capital expenditures were largely focused on
the modernization of industrial plants, the development of new products and increasing installed production
capacity of specialty chemicals. In addition, in 2003 and 2002 we made significant investments in the installation
of the ERP system and on quality and environmental control systems.

At Ultracargo, during previous years we have invested in expanding our storage facilities and truck fleet. For
the nine months ended September 30, 2004 and the year ended December 31, 2003, Ultracargo[Js capital
expenditures focused on the construction of the Santos and Tatui Intermodal Terminals, the Liquid Fuels
Terminal in Montes Claros, and fleet expansion. In 2002, Ultracargo upgraded and expanded its operating
capacity and renewed its lease of the Aratu site with Docas do Estado da Bahia [] CODEBA for 20 years.
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Ultrapar(Js capital expenditures in 2005 are expected to be R$ 222 million. Of this amount, investments in
Ultragaz will amount to approximately R$ 83 million, a 7% reduction as compared to 2004, as part of its strategy
of focusing on productivity and efficiency. At Oxiteno, investments are expected to amount to approximately R$
104 million in 2005, higher than in recent years mainly due to investments in expanding our production capacity
of specialty chemicals. In 2005, Ultracargo will maintain its strategy of investing in storage facilities and truck
fleet. Ultracargo expects to invest approximately R$ 35 million in 2005.

Tabular disclosure of contractual obligations

The following table summarizes our contractual obligations, as of September 30, 2004:

41
Payment due by period
Between Between More
Upto1l 1and 3 3 and 5 than
Contractual Obligations Total year years years 5 years
(in millions of reais)
Long term debt 283.1 0 194.3 88.8 0
Purchase obligations(1) 1,362.1 165.1 330.2 330.2 536.6
Operating leases(2) 90.4 4.5 9.1 9.1 67.7
Total contractual obligations 1,735.6 169.6 533.6 428.1 604.3

(1) The purchase obligation relates to a long-term contract, with Braskem under which we are committed to
purchase at least 138,000 tons of ethylene annually through 2012. In the event that this commitment is not
met, we are obliged to pay a fine of a maximum of 40% of the annual ethylene volume, multiplied by the
price of the ethylene. This contract does not establish the price of ethylene and for this reason the amount

in reais is based on the purchase price as at September 30, 2004.

(2) Our subsidiary company Terminal Quimico de Aratu S.A. - Industria e Comércio has contracts with CODEBA
- Companhia Docas do Estado da Bahia, and Complexo Industrial Portuario Governador Eraldo Gueiros,
related to the latter[]s harbor facilities in Aratu and Suape, respectively. These contracts establish a
minimum movement of products of 1,000,000 tons per year in Aratu effective through 2022 and 250,000
tons per year in Suape effective through 2027. If the annual movement is less than the minimum
contractual movement, the subsidiary is liable to pay the difference between the effective movement and
the minimum contractual movement based on the port tariff rates on the date established for payment. As
of September 30, 2004, these rates were R$ 3.67 for Aratu and R$ 3.44 for Suape. The Company has been
in compliance with the minimum movement of products since the inception of the contracts.

U.S. GAAP reconciliation

Our net income under Brazilian GAAP for the nine-month periods ended September 30, 2004 and 2003 was R$
304.7 million and R$ 187.4 million, respectively, and R$ 246.4 million and R$ 222.3 million for the years ended
December 31, 2003 and 2002, respectively. Under U.S. GAAP, we had net income of R$ 305.2 million and R$
222.5 million for the nine-month periods ended September 30, 2004 and 2003, respectively, and R$ 288.3 million
and R$ 143.9 million, respectively, for the years ended December 31, 2003 and 2002.
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Our shareholders[] equity under Brazilian GAAP as of September 30, 2004 was R$ 1,562.5 million and as of
December 31, 2003 and 2002 was R$ 1,356.7 million and R$ 1,191.1 million, respectively. Under U.S. GAAP, we

had shareholders[] equity of R$ 1,506.4 million as of September 30, 2004 and R$ 1,294.8 million and R$ 1,076.5
million, respectively, as of December 31, 2003 and 2002.

The principal differences between Brazilian GAAP and U.S. GAAP that affect our net income and shareholders[]
equity relate to the treatment of the following items:

e capitalized interest;
e fixed assets revaluation reversal;
e reversal of deferred charges;

e restatement of property, plant and equipment to adjust for the effects of inflation between January 1,
1996 and December 31, 1997, and its respective depreciation, not required by Brazilian GAAP;

e differences in equity accounting;
e differences in goodwill accounting;
e securities available for sale;

e purchase value adjustments relating to business combinations (including the 2002 corporate
restructuring);

e marking-to-market of financial instruments; and
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o deferred tax effects on the foregoing adjustments.

The main difference of Brazilian GAAP that impacted net income under U.S. GAAP, negatively in 2002 and
positively in 2003, refers to the marking-to-market of financial instruments. See Note 24 to our consolidated
financial statements for a description of the differences above as they relate to us and a reconciliation to U.S.
GAAP of net income and total shareholders[] equity.

OFF BALANCE SHEET ARRANGEMENTS

Our subsidiaries have provided guarantees to financial institutions related to amounts owed to those
institutions by certain of their customers (vendor financing). The guarantees have a term of up to 210 days and
are equal to the terms of the related financing arrangements. There exists no recourse provision that would
enable us or our subsidiaries to recover any amount paid to the financial institutions under these guarantees. In
the event that the financial institutions exercise these guarantees, we are entitled to recover the amount paid
directly from our customers under the vendor contracts. At September 30, 2004, the maximum potential payment
under these guarantees totaled R$ 38.1 million, which represented a R$ 20.9 million increase over September 30,
2003. This increase was mainly due to increased sales to clients that operate with financing arrangements of 210
days. The use of vendor financing was the best alternative to make financing available to these clients. If we stop
using this financing instrument, our competitiveness with these clients may be affected. At September 30, 2004,
we had not recorded any liability related to these guarantees under Brazilian GAAP.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

56



Edgar Filing: ULTRAPAR HOLDINGS INC - Form F-1

We are exposed to various market risks, primarily related to variable interest rates and foreign exchange
rates. Market risk is the potential loss arising from adverse changes in market rates and prices, such as foreign
currency exchange rates and interest rates. We do not enter into derivative financial instruments for speculative
purposes. Our market risks are mitigated by our high level of financial investments.

See Notes 4, 18 and 24(j) to our consolidated financial statements for a discussion of the accounting policies
for derivative instruments and information with respect to those financial instruments.

Interest rate risk

Substantially all of our debt obligations in reais are subject to variable rates of interest based on either the
TJLP or the IGP-M inflation index. Our foreign currency borrowings, however, are substantially subject to fixed
rates of interest. As of September 30, 2004, we did not have any derivative contracts outstanding which could
limit exposure to variations in the TJLP or the IGP-M, primarily because such instruments are not available in the
Brazilian market at reasonable prices. Nevertheless, our exposure to interest rate risk is partially limited by our
Brazilian currency variable interest investments, which generally earn the overnight interest rates paid on
interbank certificates of deposit. In addition to the exposure with respect to existing borrowings, we would be
exposed to interest rate volatility with respect to any future debt issuance.

The table below provides information as of September 30, 2004 about our debt obligations in foreign currency

and in reais that are subject to variable rates of interest. The table summarizes information on instruments and
transactions that are sensitive to foreign currency exchange rates and interest rates:

Principal by year of maturity

Average
interest Outstanding
Debt rate Fair value debt R$ 2004 2005 2006 2007 2008 2009
(in millions of reais)
U.S. dollar borrowings 5.2% 376.2 361.8 0.8 262.8 44.8 9.6 9.5 34.3
Borrowings indexed to the
UMBNDES 8.1% 23.5 23.8 2.1 6.3 7.4 5.0 2.0 1.0
Borrowings indexed to the
TIIE + MX$ 2.0% 9.3 9.3 0.1 - - - 9.2
43
Principal by year of maturity
Average
interest Outstanding
Debt rate Fair value debt RS 2004 2005 2006 2007 2008 2009

(in millions of reais)
Borrowings indexed to the
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TJLP 2.5% 178.7 181.2 16.5 54.1 54.0 321 16.8 7.7
Borrowings indexed to the

IGP-M 6.5% 15.0 15.0 0.2 4.2 42 42 22 -
Subtotal 602.7 591.1 19.7 3274 1104 509 305 52.2

Unrealized losses on swaps
transactions 53.7 64.4 (0.7) 55.2 8.0
Total 647.6 655.5 19.0 382.6 1184 5

N
— o
RN

52.2

N =

Foreign exchange risk

A substantial portion of our debt obligations is denominated in U.S. dollars. In addition, a significant portion of
our raw materials, are denominated in, or indexed to U.S. dollar. Most of our revenues are denominated in reais,
although sales prices of products of the chemicals segment are linked to international market prices established
in U.S. dollars. As a result, we are exposed to currency exchange risks that may adversely affect our business,
financial condition and results of operations, as well as our ability to meet our debt service obligations.

We manage the foreign exchange risks associated with the scheduled payments related to our debt obligations
by investing in U.S. dollar-denominated assets and in foreign currency/interest swap contracts, under which we
pay variable interest in reais based on the interbank certificate of deposit rate, or CDI, and receive fixed interest
in U.S. currency.

The table below summarizes our U.S. dollar net swap position at September 30, 2004:

Maturity
2007 and
Swap 2004 2005 2006 thereafter
Notional amount of swaps (in millions
ofreais)1 15.8 236.4 35.4 12.4
Average receiving rate U.S.$ + 3.0% US$+7.1% U.S.$ + 6.3% U.S.$+6.2%
100% CDI [J 100% CDI [J 100% CDI [J

Average payment rate 2 1.7% 0.8% 1.9% 100% CDI[J 1%

(1) Notional amount converted according to the commercial selling rate reported by Banco Central do Brasil
(Ptax) at September 30, 2004

(2) CDI[] Interbank Certificate of Deposit Rate

We also manage the foreign exchange risks related to our U.S. dollar denominated and Mexican currency
denominated assets through foreign currency hedge contracts, as follows:

Maturity
Swap 2005 2006 2007 thereafter
Notional amount of swaps (in millions of reais) 1 0 30.7 0
Average receiving rate 0 U.S.$ 0
Average payment rate 2 0 MX$ + 5.8% 0

(1)
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Notional amount converted according to the commercial selling rate reported by Banco Central do Brasil
(Ptax) at September 30, 2004.

(2) MX$ is the Mexican currency.

Non-deliverable forward (NDF) Maturity 2004
Notional amount of NDF (in millions of reais) 1 51.5
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Non-deliverable forward (NDF) Maturity 2004
Average receiving rate R$

Average payment rate U.S.$

(1) Notional amount converted according to the commercial selling rate reported by Banco Central do Brasil
(Ptax) at September 30, 2004.
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Business
OUR BUSINESS

We are one of Brazil[Js leading corporate groups. We are engaged in the distribution of LPG, the production of
chemicals, and the provision of integrated logistics services. Our wholly-owned subsidiary, Ultragaz, is the largest
LPG distributor in Brazil with a national market share of 24%. In the chemicals business, our wholly-owned
subsidiary, Oxiteno, is the sole producer of ethylene oxide and its principal derivatives in the Mercosur area
(comprising Brazil, Argentina, Paraguay and Uruguay) and a major producer of specialty chemicals. Through our
wholly-owned subsidiary, Ultracargo, we are a leading provider of integrated road transport, storage and
handling services for chemicals and fuels.

The table below sets forth certain financial information for us and our principal businesses1:

Year ended December 31,
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Nine months ended
September 30,

2004 2003 2003 2002 2001

(in millions of reais)
Net sales and services

Ultrapar 3,564.1 2,930.3 4,000.3 2,994.5 2,284.7

Ultragaz 2,241.9 1,903.5 2,622.7 1,942.7 1,381.1

Oxiteno 1,210.0 923.9 1,237.8 956.1 832.1

Ultracargo 144.7 131.5 177.1 131.5 105.4
EBITDA(2)

Ultrapar 550.8 384.6 498.5 487.3 372.5

Ultragaz 205.5 166.5 208.2 219.8 163.0

Oxiteno 309.3 182.3 243.2 232.7 176.8

Ultracargo 31.4 30.9 40.0 29.2 28.1
Net Income

Ultrapar 304.7 187.4 246.4 222.3 132.2
Net cash (debt)(3)

Ultrapar (25.0) (78.1) 54.5 241.3

(1) Segment information for our businesses are presented on an unconsolidated basis. See [JPresentation of
information[] for more information.

(2) See footnote 2 under [[Summary financial information[] for a more complete discussion of EBITDA and its
reconciliation to information in our financial statements.

(3) See footnote 3 under &#147Summary financial information[] for a more complete discussion of net cash
(debt) and its reconciliation to information in our financial statements.
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HISTORY AND DEVELOPMENT OF THE COMPANY

Ultrapar Participacoes S.A., or Ultrapar, is a sociedade an6nima incorporated under the laws of the Federative
Republic of Brazil. We were incorporated on December 20, 1953, with our origins going back to 1937, when
Ernesto Igel founded Companhia Ultragaz S.A and brought LPG to be used as cooking gas in Brazil using
cylinders acquired from Companhia Zeppelin. The gas stove began to replace the traditional wood stove and, to a
lesser degree, kerosene and coal gas, which dominated the Brazilian kitchens at the time.

In 1966, Transultra Armazenamento e Transporte Especializado Ltda, or Transultra was formed to satisfy the
demand for high quality transportation services and focused in both the transportation and storage of chemicals,
petrochemicals and LPG. In 1978, Terminal Quimico de Aratu [] Tequimar, or Tequimar was founded for the
specific purpose of operating the storage business. Transultra and Tequimar are operating subsidiaries of
Ultracargo.

We were also one of the pioneers in developing the Brazilian petrochemicals industry with the creation of
Oxiteno in 1970, located in the Maua petrochemical complex in Sdo Paulo. In 1986, Oxiteno established its own
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research and development center in order to respond to specific customer needs.

Today, we have a significant market presence in the business areas in which we operate. We are the leader in
LPG distribution in Brazil through Ultragaz with a 24% market share, according to data prepared by Sindigas, the
Brazilian Association of LPG distributors. We deliver LPG to an estimated 7.5 million households using our own
vehicle fleet and also approximately 4,400 independent retailers. We are the only producer of ethylene oxide and
its principal derivatives in the Mercosur region, with an extensive business in the domestic and international
markets. Our petrochemical operations supply more than 30 market segments, particularly agricultural
chemicals, food, cosmetics, leather, detergents, packaging for beverages, thread and polyester filaments, brake
fluids, petroleum, paints and varnishes. Through Ultracargo, we are a leading provider of integrated logistics of
chemical products and fuels in Brazil. We offer integrated multimodal transportation, loading and unloading
services and the management of third party fleets. Our high storage capacity together with the strategic location
of our assets, facilitates product movement along an integrated multimodal logistics system.

Corporate Restructuring

On December 20, 2002, we completed a corporate restructuring process which we began on October 15, 2002.
The effects of the corporate restructuring were:

e merger of Gipoia Ltda, a company which held a 23% direct stake in Ultragaz and was owned by Ultra
S.A., into Ultrapar, increasing Ultrapar{]s ownership in Ultragaz to 100% from 77% of total share capital.
Ultrapar issued approximately 7.8 billion common shares in connection with this merger.

® Ultrapar{]s [Jlincorporation[] of shares issued by Oxiteno, increasing Ultrapar{]s ownership in OxitenbO@ o

from 48% of total share capital. The holders of approximately 12 million of Oxiteno[]s shares electedo
exchange their shares for shares in Ultrapar, triggering the issue of approximately 5.4 billion common

shares and 3.4 billion preferred shares by Ultrapar. We paid R$ 208.1 million representing approximately
13 million shares to Oxiteno[Js minority shareholders who exercised their statutory withdrawal rights.

The table below shows the effects of the corporate restructuring in our share capital:

Total
capital
(in millions
of reais) Common shares Preferred shares Total shares
As of December 31, 2001 433.9 37,984,012,500 15,015,987,500 53,000,000,000
Shares issued for:
Merger of Gipdia 38.5 7,850,603,880 - 7,850,603,880
Incorporation of Oxiteno[]s shares 191.6 5,430,005,398 3,410,659,550 8,840,664,948
47
Total
capital

(in millions

of reais) Common shares Preferred shares Total shares
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As of December 31, 2002 664.0 51,264,621,778 18,426,647,050 69,691,268,828

ORGANIZATIONAL STRUCTURE

The following chart shows our current organizational structurel for our principal subsidiaries:

(1) Percentages represent approximate ownership of voting share capital and total capital (voting capital/total
capital)

(2) Minority participations in Utingés are mainly held by Liquigas Distribuidora S.A. and SHV Gas (31% and 7%
of voting capital, respectively).

We conduct LPG distribution through our wholly-owned subsidiary, Ultragaz. Ultragaz operates through its
four primary subsidiaries, Companhia Ultragaz S.A., Bahiana, SP Gas and Utingas. The first three companies
operate in the filling and distribution of LPG cylinders. Bahiana operates primarily in the northeast region of
Brazil, and Companhia Ultragaz and SP Gas serve the rest of Brazil. Utingas is an LPG storage company, with
facilities in the states of Sao Paulo and Parana.
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We conduct petrochemical and chemical activities through our wholly-owned subsidiary, Oxiteno. Oxiteno
operates in the petrochemical and chemical sector directly and through its subsidiaries, Oxiteno Nordeste S.A.
and Canamex. Oxiteno operates two plants located in the state of Sdo Paulo, and Oxiteno Nordeste operates one
plant in Camacari, in the state of Bahia, and a second plant in Triunfo, in the state of Rio Grande do Sul. We
acquired Canamex, which has two plants in Mexico, in December 2003.
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We conduct chemical products and fuel logistics through our wholly-owned subsidiary, Ultracargo, which
operates through its subsidiaries Transultra and Tequimar. Transultra provides transportation services
throughout Brazil, as well as in Argentina and Chile. Tequimar maintains storage facilities at four port terminals
located near two of the main petrochemical complexes in Brazil: Camacari and Sao Paulo.

INVESTMENTS

We have made substantial investments in our operations in the last five years. At Ultragaz, we have invested
heavily in LPG small bulk delivery distribution (UltraSystem), restructuring our distribution logistics. We have
also invested in the construction of filling plants over the past five years, expanding our operations
geographically to achieve an almost nationwide coverage. Oxiteno has invested in increasing installed production
capacity, in the modernization of its industrial plants and in the development of new products. Ultracargo has
invested in storage facilities and in the truck fleet in response to strong demand for a better logistics
infrastructure in Brazil, deregulation of the oil and oil products industry and the strong growth in the
international trade of vegetable oils and alcohol. We have invested in information technology at all our businesses
for integrating processes, improving the quality of information, increasing the response time in decision making
and improving our services.

We have also made several acquisitions to maintain our growth and to consolidate our position in the markets
where we operate. In 2002, we acquired minority shareholders[] interests in Oxiteno for R$ 212.6 million. In 2003,
we acquired the Brazilian LPG distribution operations of Royal Dutch/Shell N.V. The operations of Shell Gas have
been fully integrated in our LPG distribution business. In addition, we entered the petrochemical production
market in Mexico through the acquisition of Canamex, a specialty chemicals company, in December 2003, and the
acquisition of the operating assets of Rhodia Especialidades Mexico for U.S.$2.7 million in June 2004. This
acquisition was motivated by our desire to establish a presence in the Mexican petrochemical market as a
platform for production and distribution to supply the United States market, and to diversify geographically
Oxiteno[Js production facilities.

DISTRIBUTION OF LIQUEFIED PETROLEUM GAS

Industry and regulatory overview

LPG is a fuel derived from the oil and natural gas refining process. In Brazil, approximately 85% of local
demand in 2004 was produced in local refineries and the remaining 15% was imported. LPG has the following
primary uses in Brazil:

e Bottled LPG is used primarily by residential consumers for cooking; and

e Bulk LPG is used primarily for cooking and water heating in shopping malls, hotels, residential buildings,
restaurants, laundries and hospitals.
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The following chart shows the process of LPG distribution:

Historically, bottled LPG has represented more than 70% of the LPG distributed in Brazil, and is primarily
used for cooking. The use of LPG for domestic heating in Brazil is immaterial compared with its use in other
developed and emerging countries, primarily because of Brazil[]s generally warm climate. Consequently, consumer
seasonality throughout the year is significantly smaller. In addition, because LPG is not used to a significant
extent for domestic heating in Brazil, overall consumption of LPG per capita is lower in Brazil compared to
countries where domestic heating is a major element of LPG demand, making low distribution cost a major
competitive differential in the market for Brazilian LPG.
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Prior to 1990, extensive governmental regulation of the LPG industry essentially limited the use of LPG to
domestic cooking. Since 1990, regulations have permitted the use of LPG for certain commercial and industrial
uses, and the use of LPG has increased accordingly.

The primary international suppliers of LPG are major oil companies and independent producers of both natural
gas liquids and oil. However, due to Petrobras[]s monopoly over the production and importation of petroleum and
petroleum products until the end of 2001, Petrobras is currently the sole de facto supplier of LPG in Brazil.

Currently, the LPG distribution industry in Brazil consists of 14 LPG distribution companies or groups of
companies, and is regulated by the National Oil Agency, or ANP, which reports to the Ministry of Mines and
Energy. The LPG distribution industry includes purchasing LPG from Petrobras, filling LPG cylinders and bulk
delivery trucks at filling stations, selling LPG to end users, controlling product quality and providing technical
assistance to LPG consumers. See [J[JThe role of the ANP.[]

LPG produced by Petrobras, which represented approximately 85% of total LPG sold in Brazil in 2004, is
transported in pipelines and by trucks from Petrobras[]s production and storage facilities to filling stations
maintained by LPG distributors. The balance is imported by Petrobras into Brazil and stored in large storage
facilities maintained by Petrobras. The imported LPG is then transported from the storage facilities by pipeline
and truck to the LPG distributors[] filling stations.

LPG can be delivered to end users either in cylinders or in bulk. The cylinders are filled in the LPG distributors[]
filling stations. Distribution of bottled LPG is conducted through the use of cylinders via two principal channels:

e home delivery of LPG cylinders; and

o the sale of LPG cylinders in retail stores and at filling stations.

In both cases, the cylinders are either delivered by the LPG distributors themselves or by independent
dealers.

Bulk delivery is the principal delivery method to large volume consumers, such as residential buildings,
hospitals, small and medium-sized businesses and industries. In the case of bulk delivery, LPG is pumped directly
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into tanker trucks at filling stations, transported to customers and pumped into a bulk storage tank located at the
customer[]s premises.

The role of the Brazilian government. The Brazilian government historically regulated the sale and
distribution of LPG in Brazil. The period from 1960 to 1990 was characterized by heavy governmental regulation,
including price controls, regulation of the areas in which each LPG distributor could operate, regulation of the
services offered by distributors and governmental quotas for the LPG sold by distributors, thus restricting the
growth of larger LPG distributors. In 1990, the government started a deregulation process with the purpose of
establishing a largely unregulated LPG market. This process included easing the requirements for the entry into
the market of new distribution companies, reducing certain administrative burdens and removing restrictions on
the areas in which distributors could conduct their business and on sales quotas. There are currently no
restrictions on foreign ownership of LPG companies.

Since May 2001, distributors have been allowed to freely establish retail prices, which were previously set by
the government. Until the end of 2001, the LPG refinery price, which is charged by Petrobras to all LPG
distributors, was determined by the government and was the same for all LPG distributors in all regions of Brazil.
Historically, refinery prices have been subsidized by the government. In January 2002, the government abolished
subsidies to refinery prices and created a new tax system, the CIDE, which equalized the tax charges on the local
market with the imported product in order to open up the market for LPG. Consequently, from January 2002,
Petrobras started to freely price LPG in the domestic market, adopting the international price plus surcharges as
its benchmark. However, the Petrobras price of LPG is still subject to government intervention when the

government deems appropriate, such as occurred between August and October of 2002. Prices of LPG in reais
have been unchanged since May 2003. In 2004, Petrobras[Js average refinery price was approximately U.S.$
319.36 per ton compared with the average international price of U.S.$ 389.97 per ton.
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The role of Petrobras. Petrobras, Brazil[]s national oil and oil products company, has had a legal monopoly in
the exploration, production, refining, importing and transporting of crude oil and oil products in Brazil and
Brazil[Js continental waters since its establishment in 1953. This monopoly was confirmed in Brazil[Js federal
constitution enacted in 1988. As a result, Petrobras was historically the sole supplier in Brazil of oil and
oil-related products, including naphtha and LPG.

In November 1995, Petrobras[]s monopoly was removed from the federal constitution by a constitutional
amendment approved by the Brazilian Congress. According to this amendment, other state and private companies
would be able to compete with Petrobras in virtually all fields in which Petrobras operated. This amendment was
implemented through Law No. 9,478, dated August 6, 1997, which effectively allowed Petrobras[js monopoly to
continue for a maximum period of three years. Law No. 9,478 prescribed that the termination of Petrobras[s
monopoly would be accompanied by the deregulation of prices for oil, gas and oil products, and created a new
regulatory agency, the ANP, to oversee oil-related activities. However, in practice, Petrobras still remains the
sole LPG supplier in Brazil, even though there are no legal restrictions to the operation of other suppliers.

On June 25, 2004, Petrobras entered the LPG distribution market in Brazil through the acquisition of Agip do
Brasil S.A. which had a market share of 21.8% for the year 2004.

The role of the ANP. The ANP is responsible for the control, supervision and implementation of the
government[Js oil and gas policies. The ANP regulates all aspects of the production, distribution and sale of oil and
oil products in Brazil, product quality standards, and minimum storage capacities required to be maintained by
distributors.
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In order to operate in Brazil, an LPG distributor must be licensed with the ANP and must comply with certain
minimum operating requirements, including:

® maintenance of sufficient LPG storage capacity;

® maintenance of an adequate quantity of LPG cylinders;

® use of cylinders stamped with the distributor[]s own brand name;
® possession of its own filling plant;

® appropriate maintenance of LPG filling units;

e distribution of LPG exclusively in areas where it can provide technical assistance to the consumer either
directly or indirectly through an authorized dealer; and

e full compliance with the Unified Suppliers Registration System [] Sistema Unico de Cadastramento
Unificado de Fornecedores [] SICAF.

LPG distributors are required to provide the ANP with monthly reports showing their previous month[Js sales
and the volume of LPG ordered from Petrobras for the next four months. The ANP limits the volume of LPG that
may be ordered by each distributor based on the number of cylinders and infra-structure owned by the
distributor. Based on the information provided by the distributors, Petrobras supplies the volume of LPG ordered,
provided its production and imports of LPG are sufficient to meet the demand.

LPG distribution to the end consumer may be carried out directly by the LPG distribution companies or by
independent dealers. Each LPG distributor must provide the ANP with information regarding its contracted
independent dealers on a monthly basis. The construction of LPG filling plants and storage facilities is subject to
the prior approval of the ANP, and filling plants and storage facilities may only begin operations after ANP
inspection.

The self-regulatory code. In August 1996, most of the Brazilian LPG distributors, representing more than
90% of the market, cylinder manufacturers, LPG transportation companies and certain LPG retail stores, under
the supervision of the Brazilian government, entered into a statement of intent regarding the establishment of a
program
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for Jrequalifying[] LPG cylinders (a process under which they undergo safety and quality checks) and other safety

procedures, known as the [JSelf-Regulatory Code[] @vdigo de Auto-Regulamentacdo. See [JJ Cylinder swapping
centers and requalification of cylinders.[] Before the Self-Regulatory Code came into effect, certain LPG
distributors, not including Ultragaz, would fill cylinders stamped with another distributor{]s brand. This practice
resulted in a low level of investment in new cylinders, giving rise to concerns regarding the safety of older
cylinders. The Self-Regulatory Code provides, among other things, that:

e each LPG distributor may only fill and sell cylinders that are stamped with its own trademark;

e each LPG distributor is responsible for the quality and safety control of its cylinders; and
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e each LPG distributor must maintain a sufficient number of cylinders to service its sales volume.

Under the Ministry of Mines and Energy Normative Ruling No. 334 of November 1, 1996, or Ruling 334, any
party that defaults on its obligations under the Self-Regulatory Code will be subject to the legal penalties, ranging
from payment of a fine and suspension of supply of LPG to such party to suspension of such party[]js LPG
distribution operations.

Ruling 334 sets forth the following timetable for the implementation of the measures adopted under the
Self-Regulatory Code:

e the construction of at least 15 cylinder swapping centers, starting in November 1996 (See [J[] Cylinder
swapping centers and requalification of cylinders[]);

o the filling of third party cylinders to have ceased by October 1997;
e by November 1, 2006, the requalification of 68.8 million cylinders manufactured up to 1991; and

e by November 1, 2011, the requalification of 12.8 million cylinders manufactured between 1992 and 1996.

Ultragaz itself is required to requalify 13.8 million cylinders by November 2006 and an additional 1.3 million
cylinders by November 2011. Ultragaz has already requalified more than two-thirds of its cylinders.

Environmental, health and safety standards. LPG distributors are subject to Brazilian federal, state and
local laws and regulations relating to the protection of the environment, public health and safety. The National

Council of the Environment, or Conselho Nacional do Meio Ambiente - CONAMA, and the Ministry of Labor, or
Ministério do Trabalho, are the primary environmental regulators of Ultragaz at the federal level.

Brazilian federal and state environmental laws and regulations require LPG distributors to obtain operating
permits from the state environmental agencies and from the fire department. In order to obtain such permits,
distributors must satisfy regulatory authorities that the operation, maintenance and reclaiming of facilities are in
compliance with regulations and are not prejudicial to the environment. In addition, regulations establish
standard procedures for transporting, delivering and storing LPG and for testing and requalification of LPG
cylinders. Civil, administrative and criminal sanctions, including fines and the revocation of licenses, may apply to
violations of environmental regulations. Under applicable law, distributors are strictly liable for environmental
damages.

Distributors are also subject to federal, state and local laws and regulations that prescribe occupational health
and safety standards. In accordance with such laws and regulations, it is mandatory for distributors to prepare
reports on their occupational health and safety records on an annual basis to the local office of the Ministry of
Labor in each of the states in which they operate. In addition, they are also subject to all federal, state and local
governmental regulation and supervision generally applicable to companies doing business in Brazil, including
labor laws, social security laws, and public health and consumer protection laws.
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Ultragaz

We distribute LPG through Ultragaz. Founded in 1937, we were the first LPG distributor in Brazil. At that
time, Brazilians used wood stoves and, to a lesser extent, alcohol, kerosene and coal stoves. At present Ultragaz
is the leading company by sales volume in the Brazilian LPG market.
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Ultragaz operates in the distribution of both bottled and bulk LPG, nation-wide, including the most highly
populated states in Brazil, such as Sao Paulo, Rio de Janeiro and Bahia and sells bottled LPG through its own
retail stores and through independent dealers as well as its own truck fleet, which operates on a door-to-door
basis. Bulk LPG is serviced through its own truck fleet.

In August 2003, Ultragaz acquired Shell Gés, Royal Dutch/Shell N.V.[Js LPG operations in Brazil for a total price
of R$ 170.6 million. Shell Gas had about 4.5% market share in Brazilian LPG distribution, selling approximately
287,400 tons of LPG in 2002. With this acquisition, Ultragaz has become the Brazilian market leader in LPG with
a 24% share of the Brazilian market at the date of the acquisition and has also improved its economies of scale
for distribution and reduced its logistics cost.

Ultragaz has four operating subsidiaries:

e Companhia Ultragaz S.A., or Cia. Ultragaz, the company that pioneered our LPG operations;
e Bahiana Distribuidora de Gas Ltda., or Bahiana, which is a wholly owned subsidiary of Ultragaz.
e Shell Gés, acquired in August 2003 and subsequently renamed SP Gas Distribuidora de Géas Ltda.; and

e Utingds Armazenadora S.A., or Utingas, which was incorporated in 1967 when Ultragaz and other LPG
distributors joined to construct LPG storage facilities based in the states of Sdo Paulo and Parana.
Ultragaz currently controls 56% of the storage operations. See [][] Storage of LPG.[]

Markets and marketing. When Ultragaz began its operations, it served only the southeast region of Brazil.
Currently, Ultragaz is present in all of Brazil[]s significant population centers, with the exception of the Amazon
region. Ultragaz provides this service through 16 filling plants in its principal operating areas.

Distribution of bottled LPG includes direct home delivery and retail stores, both carried out by Ultragaz or its
dealership network using 13 kg ANP (National Oil Agency) approved cylinders. In the case of Ultragaz, the
cylinders are painted blue, which we believe is an important element in recognizing the [JUltragaz[] brand.
Ultragaz[]s operating margins for bottled LPG vary from region to region and reflect market share and distribution
channel in the region.

Until recently, Ultragaz[]s sales strategy for bottled LPG delivery was to increase market share through
geographical expansion as well as protecting and incrementing market participation in regions where it already
operated. With the acquisition of Shell Gas, Ultragaz became the Brazilian market leader in LPG, intensifying its
strategy of investing in the brand and protecting market share. The LPG bottled market in Brazil is a mature one
and Ultragaz believes that growth in demand will be a function of increasing number of households consuming
the product and the level of household income.

Distribution of bulk LPG is largely carried out through 190 kg storage tanks installed on its clients[] premises.
Since 1994, Ultragaz has been investing in small/medium size bulk delivery facilities and in bob-tail trucks,
known as UltraSystem, which deliver LPG in bulk to commercial clients. Ultragaz[]s clients in the commercial
sector include shopping centers, hotels, residential buildings, restaurants, laundries and hospitals. Ultragaz[]s
trucks supply client[]s stationary tanks using a system that is quick, safe and cost effective.

Ultragaz[]s industrial clients are made up mostly of companies in the food, metallurgical, steel and ceramics
industries that have large fixed tanks at their plants and consume monthly volumes in excess of 5 tons of LPG.
These clients represent a very small portion of Ultragaz[]s sales volume since, in the case of large volume
consumers, Ultragaz is competing with other highly competitive energy sources such as natural gas.
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Ultragaz supplies its bulk delivery clients on the basis of supply contracts with terms ranging from two to five
years. This type of contract limits fluctuations in sales given that the installation of the tanks is carried out by
Ultragaz, and any change in supplier would imply the client reimbursing Ultragaz[]s investments. The contract also
requires that any tank supplied by Ultragaz may only be filled with LPG delivered by the company. When the bulk
delivery contract expires, it can be renegotiated or the tank removed. Since the installation of the tank represents
a significant investment for Ultragaz, it seeks to achieve a return on its investment within the term of the
contract.

Ultragaz[]s strategy for bulk LPG distribution is to continue its process of product and service innovation and in
increasing the profile of its trade-mark. Ultragaz also has a team to identify needs of each bulk LPG client and
develop practical solutions for using LPG as an energy source.

The table below shows Ultragaz[]s sales of LPG to clients of bottled and bulk LPG:

Nine months

ended Year ended
September 30, December 31,
Client category 2004 2003 2002 2001

(in thousands of tons)
Bottled LPG cylinder

Residential delivery by Ultragaz 128.7 114.4 78.4 86.5
Ultragaz retail stores 4.6 5.0 4.7 5.6
Independent dealers(1) 660.7 770.6 715.2 733.7
Total bottled LPG 794.0 890.0 798.3 825.8
Total bulk LPG 374.8 472.0 504.3 519.1
Total tons delivered 1,168.9 1,362.1 1,302.6 1,344.9

(1) Includes residential deliveries and distribution through retailers[] stores.

Distribution infrastructure. Ultragaz[s distribution strategy includes having its own distribution
infrastructure, since it believes proximity to customers is a significant factor in successful distribution and sales
strategies. The services associated with Ultragaz[]s home deliveries strongly influence the ranking of the [JUltragaz[]
brand name in the bottled market. Ultragaz seeks to expand its home delivery services by having its delivery
personnel provide safety recommendations to household customers and by scheduling deliveries on the same
week-day in each covered area. For both bottled and bulk LPG, deliveries are made by employees wearing
Ultragaz uniforms and driving vehicles with Ultragaz[]s logo. Ultragaz, in partnership with consumer goods
companies, distributes samples of soap and shampoo, among other things, to encourage customer loyalty and add
value to its services.

Ultragaz delivers bottled LPG using a distribution network, which includes 90 company-owned retail stores,
and approximately 4,400 independent dealers. Ultragaz has a fleet of 762 vehicles for delivering gas cylinders to
homes and commercial establishments.

Bottled sales capacity derives from the number of cylinders owned by Ultragaz and the number of cylinders
owned by its independent dealers. Ultragaz estimates that as of December 31, 2004, there were 20 million 13 kg
Ultragaz cylinders in the market.
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Independent dealers. Ultragaz[]s independent distribution network ranges from large dealers, which carry
out extensive home delivery, to single retail stores, which sell small quantities of LPG cylinders. Until the
enactment of ANP Rule 297 on November 18, 2003, independent dealers needed only to be registered with ANP
for the sale of LPG cylinders. No licenses were required except for those required by the fire department and the
municipal authorities. Rule 297 established that the independent dealers must be registered with ANP and
comply with a list of pre-requisites contained in such rule, as well as those required by law for the storage of
cylinders up to 90 kg. Also, each municipality sets forth its own safety regulations applicable to stores that sell
LPG, including a minimum distance from certain locations, such as schools. For the nine months ended
September 30, 2004, approximately 83% of Ultragaz[]s bottled LPG sales were made through independent dealers.
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The agreements entered into between Ultragaz and independent dealers require the use of the Ultragaz brand
and the display of the Ultragaz logo in the delivery vehicles and in the uniforms worn by delivery personnel.
Proprietary rights in the trademark and logo are retained by Ultragaz, duly registered with the National Institute

of Industrial Property (INPI [Instituto Nacional de Propriedade Industrial). All contracted dealers are Ultragaz[]s
exclusive representatives. Under the terms of the respective contracts, each dealer agrees not to deliver
non-Ultragaz LPG cylinders.

In order to strengthen the relationship with its network of independent dealers, Ultragaz has created project
SOMAR (Marketing Solutions Applied to Independent Dealers), as part of which it recommends changes to
dealers[] operating procedures, helps to improve the efficiency of their operations and encourages their adoption
of best practices. Ultragaz believes that improving the efficiency of independent dealers is a key factor to
improve the profitability of the distribution chain of LPG.

Distribution channels to bulk consumers. Large bulk distribution, classified by Ultragaz as consumption of
more than five tons per month and comprised almost exclusively of industrial users, is made by tanker trucks that
deliver the LPG directly to the storage tanks located at the customers[] premises. Small bulk distribution, classified
by Ultragaz as consumption of between 0.5 and five tons per month and comprised of commercial users and
smaller industrial users, is made primarily by bob-tail trucks, to enable delivery to be made to commercial users
whose tanks are not readily accessible by traditional bulk delivery equipment. Ultragaz uses the UltraSystem
trade name in connection with its small bulk distribution through bob-tail trucks. Ultragaz makes bulk sales
directly to customers using its own fleet and transportation provided by Ultracargo and by third parties.

Payment terms. Ultragaz[]s sales through its retail stores and through home delivery are made on a cash
basis. Ultragaz[Js sales to independent dealers and to industrial and commercial users have payment terms of 10 to
30 days.

Cylinder swapping centers and requalification of cylinders

Cylinder swapping centers. Pursuant to the Self-Regulatory Code, the LPG distributors have established
sixteen operating swapping centers to facilitate the return of third-party cylinders to the appropriate distributor.
Under the Self-Regulatory Code, while LPG distributors may pick up any empty LPG cylinders tendered by
customers in exchange for full LPG cylinders, whether or not such empty cylinders were put in circulation by that
distributor, after October 1997, LPG distributors were not permitted to refill third-party cylinders. Accordingly,
LPG distributors may deliver third-party cylinders to a swapping center where such cylinders may be exchanged
for cylinders placed in circulation by such LPG distributor. The swapping centers currently charge a fee of R$
0.16 per exchanged LPG cylinder. In areas where only one LPG distributor has a sizable market share, it is
customary to use the facilities of that distributor as an unofficial swapping center for which that distributor may
charge an additional fee.
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Prior to the establishment of the swapping centers, Ultragaz incurred significant costs associated with the
return of its cylinders, as it did not follow the widespread industry practice of filling third-party cylinders. As the
swapping centers costs are shared amongst LPG distributors, Ultragaz[]s costs from the return of cylinders were
significantly reduced when the swapping centers were created, but have since then increased due to Ultragaz[s
geographic expansion.

Regqualification of cylinders. The useful life of a cylinder varies depending on a number of factors, the most
important of which are the extent to which the cylinder has been exposed to corrosion from the atmosphere and
whether the cylinder has been damaged. The Self-Regulatory Code provides that all cylinders must be requalified
after their first 15 years[] use, and every 10 years thereafter. Each cylinder is visually inspected for damage and
corrosion to determine if it can be requalified or if it should be discarded as scrap metal. In the case of cylinders
which pass the quality and safety checks, several procedures are followed before the cylinders are stamped with
the year of requalification and the next year in which they are due for requalification.

Supply of LPG

Currently, Ultragaz and all other LPG distributors in Brazil purchase LPG exclusively from Petrobras without a
formal LPG supply contract. The procedures for ordering and purchasing LPG from Petrobras are generally
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common to all LPG distributors, including Ultragaz. There have been no significant interruptions in the supply of
LPG by Petrobras to the distributors with the exception of an interruption in 1995 due to a 15-day strike by
Petrobras employees.

It is possible that LPG distributors, including Ultragaz, could diversify their supply sources as a result of the
end of Petrobras[Js constitutional monopoly, the equalization of the tax on domestic and imported LPG and the
matching of Petrobras[Js prices with prevailing prices in the international market.

Storage of LPG

Ultragaz[]s storage capacity is approximately 18,300 tons. Based on its 2004 average LPG sales, Ultragaz can
store approximately three and a half days[] supply of LPG. Petrobras maintains approximately three and a half days[]
supply of LPG at its refineries and other facilities. Accordingly, any interruption in the production of LPG can
result in shortages, such as the one that occurred during the Petrobras strike in 1995.

Ultragaz stores its LPG in large tanks at each of its filling plants located throughout the regions in which it
operates. Primary filling plants receive LPG directly from Petrobras by pipeline; secondary filling plants are
supplied by truck; and satellite plants primarily hold LPG which is used to fill bob-tail trucks for small bulk
distribution to customers that are not located near a primary or secondary filling plant in order to optimize the
LPG distribution process. See [JBusiness [J Property, plants and equipment [] Ultragaz.[]

Future storage requirements. Due to the historical Petrobras monopoly in the production and importation
of LPG, LPG distributors have historically not made substantial investment in storage capacity. Nevertheless,
Ultragaz believes that an LPG distributor that decides to diversify its supply of LPG through importation will have
to increase its storage capacity because the importation of LPG would only be economically viable if carried out
on a large scale. Ultragaz[]s management believes that Ultragaz has several alternatives to address storage
capacity including joint ventures, joint investments with other LPG distributors and possible contracts with
Petrobras for using existing storage facilities.

Competition
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Ultragaz[]s main competitors are:

e SHV Gas, formed by the merger of Minasgdas S.A. and Supergasbras S.A. and controlled by SHV Energy, a
major multinational LPG distributor, which operates through its two separate brands, JMinasgas[] and
OSupergasbras[j;

e Liquigds, formerly controlled by ENI Group and acquired by Petrobras in June 2004, which has been
operating in the Brazilian LPG distribution sector for more than 40 years; and

e Butano, a domestic Brazilian LPG distributor which has been present in the market for more than 45
years.

The following table sets forth the market share of Ultragaz and its competitors:

Market share for the year

LPG Distributor 2004 2003 2002
Ultragaz(1) 24.1% 21.8% 19.6%
SHV Gas(2) 20.5% 17.1% 16.8%
Liquigas 21.8% 21.7% 21.2%
Butano 18.7% 19.0% 19.4%
Others 14.9% 20.5% 23.0%

Total 100.0% 100.0% 100.0%

(1) Includes sales volume of Shell Gas since its acquisition in August 2003.

(2) Proportional to SHV equity stakes in the operating companies. As of July 2004, SHV Gas owned 100% of its
operating subsidiaries in Brazil.
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Prior to 1990, the government specified the areas in which LPG distributors were permitted to operate and
each LPG distributor was allocated a limit in its LPG sales for each Brazilian geographic region in which it
operated. These limits impacted the growth of larger LPG distributors and limited competition among LPG
distributors. These restrictions were removed as part of the deregulation process, resulting in a substantial
increase in competition among domestic LPG distributors.

The bottled market for LPG is a mature market with relatively low consumption growth and thus competition
is largely based upon attempts by LPG distributors to increase market share at the expense of their competitors.
LPG distributors in the bottled market compete primarily on brand awareness and reliability of delivery and the
service provided to customers. Ultragaz believes that it is competitive in these aspects. Since per capita
consumption is small, low distribution costs is the critical factor in dictating profitability. Therefore, LPG
distributors largely compete on the basis of efficiencies in distribution and delivery as all LPG distributors
currently purchase all of their LPG requirements from Petrobras, and as Petrobras[Js refinery price charged to the
distributors is the same to all LPG distributors. Ultragaz[s principal markets, including the cities of Sao Paulo,
Salvador and Curitiba, contain heavy concentrations of residential consumers and therefore distribution to this
market can be carried out with great economies of scale resulting in lower distribution costs to Ultragaz.
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Additionally, Ultragaz enjoys low bulk LPG distribution costs through UltraSystem.

In addition to competing with other LPG distributors, Ultragaz competes with companies that offer alternative
energy sources to LPG, mainly natural gas, and other sources such as wood, diesel, fuel oil and electricity.

Natural gas is currently the principal source of energy against which we compete. Natural gas is currently less
expensive than LPG for industrial consumers who purchase large volumes, but more expensive for residential
consumers. In addition, supply of natural gas requires significant investments in pipelines. While fuel oil is less
expensive than LPG, LPG has performance and environmental advantages over fuel oil in industrial use.

From January 2002, the LPG refinery price charged by Petrobras to its distributors was set at international
market levels. This change has meant that domestic prices are now affected by the fluctuations in prices on the

overseas market as well as foreign exchange rate variation. The realfJs depreciation against the U.S. dollar
increased the ex-refinery price of LPG by approximately 123% in 2002, resulting in a 5% decline in consumption
in the Brazilian market in the same year. This increase in LPG prices during 2002 continued to impact sales
volume in 2003, which together with the average loss in disposable incomes in Brazil, translated into a 6%
decline. Ultragaz posted a 5% growth in sales volumes during 2003, principally due to the acquisition of the LPG
distribution business of Shell in Brazil in August 2003. Ignoring the additional volume from the acquisition of
Shell Gés, Ultragaz posted an approximately 4% decline in sales volume. For the nine months ended September
30, 2004, growth in the Brazilian economy, improvement in personal incomes among the population and the
enhanced stability of the LPG price charged by Petrobras contributed to the increase of the LPG sales in the
Brazilian market, which reported a 3% increase in relation to the same period in 2003. For this period, Ultragaz[]s
sales volume increased 19% compared to the same period in 2003, due to the acquisition of Shell Gas in August
2003 and growth in the LPG market.
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The following graph shows LPG sales volume for the Brazilian market and Ultragaz for the periods indicated:

Sales Volume - LPG Market Sales Volume - Ultragaz
(in thousands of tons) (in thousands of tons)

Tax exemption status

Pursuant to legislation which provides tax relief for industries located in the northeast region of Brazil,
Ultragaz benefits from an income tax exem