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C o m p a n h i a  C e r v e j a r i a  B r a h m a  i s  t h e  s i x t h  l a r g e s t  b r e w e r y  i n

t h e  w o r l d  a n d  t h e  l e a d i n g  b e v e r a g e  c o m p a n y  i n  L a t i n  A m e r i c a .

I t  m a i n t a i n s  a  5 0 %  s h a r e  o f  t h e  B r a z i l i a n  b e e r  m a r k e t ,  t h e

w o r l d ’s  f o u r t h  l a r g e s t ,  t h r o u g h  i t s  b r a n d s  B r a h m a  C h o p p  a n d

S k o l .  B r a h m a  b e g a n  i t s  e x p a n s i o n  t o  o t h e r  L a t i n  A m e r i c a n

m a r k e t s  i n  1 9 9 4 .  T h r o u g h  i t s  p l a n t s  i n  A r g e n t i n a  a n d  Ve n e z u e l a ,

i t  h a s  c o n q u e r e d  m a r k e t  s h a r e s  o f  1 4 %  a n d  1 0 % ,  r e s p e c t i v e l y,

over  the  pas t  f i ve  yea r s .  Add i t iona l l y,  i t  p roduces  and  d i s t r ibutes

i n t e r n a t i o n a l  b e e r  b r a n d s  M i l l e r  a n d  C a r l s b e r g  i n  B r a z i l .  B r a h m a

i s  a l so  the  th i rd  l a rges t  p roduce r  o f  so f t  d r inks  in  B raz i l ,  th rough

propr ie ta ry  b rands  and  i s  the  so le  B raz i l i an  Peps i  bot t le r.

A n  e x c e p t i o n a l  1 9 9 9  w a s  t h e  p e r f e c t  e n d i n g  t o  a  d e c a d e - l o n g

c y c l e  o f  g r o w t h .  T h i s  i s  t h e  t o p i c  o f  o u r  a n n u a l  r e p o r t .  T h e

n u m b e r s  p r o v e  t h e  s u c c e s s  a c h i e v e d  b y  o u r  m o d e r n  a p p r o a c h  t o

m a n a g e m e n t ,  s u p p o r t e d  b y  a  c u l t u r e  o f  f r u g a l i t y ,  e f f i c i e n c y,

a g i l i t y  a n d  i n f o r m a l i t y.
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E i g h t  p r i n c i p l e s  g u i d e  o u r  b u s i n e s s ,  a s  w e l l  a s  o u r  p r o f e s s i o n a l  a n d
c o m m e r c i a l  p a r t n e r s h i p s  a t  C o m p a n h i a  C e r v e j a r i a  B r a h m a :

Q u a l i t y

We  i n c o r p o r a t e ,  d e v e l o p ,  a n d  i m p l e m e n t  t e c h n o l o g i e s  t h a t  a l l o w  o u r
p r o d u c t s ,  p r o c e s s e s  a n d  s e r v i c e s  t o  b e  e x e c u t e d  w i t h  t h e  h i g h e s t
d e g r e e  o f  Q u a l i t y.

C o n s u m e r s

We  h o l d  o u r s e l v e s  u l t i m a t e l y  a c c o u n t a b l e  t o  t h e  c o n s u m e r.  O u r  g o a l  i s
t o  a c h i e v e  r i s i n g c o n s u m e r  p r e f e r e n c e  f o r  o u r  p r o d u c t s .  

E n v i r o n m e n t  a n d  C o m m u n i t y

We respect  the environment,  and abide by the laws and customs of  the
communities in which we operate. This principle guides our business activit ies ,
products  and services .

C u s t o m e r s

Our customers  connect  us  to  the  consumer  and deserve  our  cont inuous
commerc ia l a n d  m a r k e t i n g  s u p p o r t .

P e o p l e

We  i n v e s t  p e r m a n e n t l y  i n  o u r  p e o p l e .  O u r  a p p r o a c h  i s  s t r a i g h t  f o r w a r d
a n d  r i g o r o u s ,  a n d  a  s e n s e  o f  u r g e n c y  a n d  n o n - c o m p l a c e n c y  a r e  o u r
h a l l m a r k s .

C o m m u n i c a t i o n

We act ive ly  encourage part i c ipat ion,  integrat ion,  and agi le  communicat ion
a m o n g  a l l  o u r  e m p l o y e e s  a n d  p a r t n e r s .

E t h i c s

E t h i c s  a n d  i n t e g r i t y  g u i d e  a l l  o u r  a c t i o n s  a n d  a c t i v i t i e s ,  i n c l u d i n g  o u r
r e l a t i o n s  w i t h  e m p l o y e e s ,  c u s t o m e r s ,  c o n s u m e r s ,  s u p p l i e r s ,  d i s t r i b u t o r s ,
a n d  t h e  g o v e r n m e n t .

R e s u l t s

Va l u e  c r e a t i o n  r e p r e s e n t s  t h e  o n l y  a s s u r a n c e  t h a t  B r a h m a  a n d  i t s
meritocrat ic  system may continue to grow and attract  capital  by adequately
r e m u n e r a t i n g t h e  c a p i t a l  o f  i t s  s h a r e h o l d e r s  a n d  i n v e s t o r s .  

O u r  B e l i e f s  
a n d  V a l u e s

L o n g - t e r m
B u s i n e s s  V i s i o n

B r a h m a  s t r i v e s  t o  b e  r e c o g n i z e d  a s  t h e  l a r g e s t  b e v e r a g e  c o m p a n y  i n
L a t i n  A m e r i c a ,  a n d  t h e  w o r l d ’s  L o w e s t  C o s t  P r o d u c e r  i n  i t s  i n d u s t r y,
m e a s u r e d  b y  E B I T D A  m a r g i n ,  w i t h  a n n u a l  E VA  g r o w t h  o f  1 5 % .

W e  w i l l  a c h i e v e  o u r  g o a l s  b y  r e c r u i t i n g ,  t r a i n i n g ,  a n d  r e t a i n i n g  t h e
b e s t  p e o p l e ,  b y  a n t i c i p a t i n g  t h e  n e e d s  a n d  d e s i r e s  o f  o u r  c o n s u m e r s ,
and  by  p roduc ing  and  de l i ve r ing  p roduc t s  and  se rv i ce s  known wor ldwide
for  the i r  ex ce l l ence .
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99/98
1999 1998  % change

Income Statement
R$ millions
Net  Sa les 3,248.3 3,155.7 2.9%
Gross  Prof i t 1 ,343.2 1,355.9 -0 .9%
EBIT 464.6 335.8 38.4%
Net Income 322.3 329.1 -2 .1%
EBITDA 902.7 666.6 35.4%

Balance Sheet
R$ mil l ions
Tota l  Assets 5,425.9 4,669.3 16.2%
Shareholders ’  Equ i ty 1,606.4 1,428.4 12.5%

Other F inancial  Information
EVA (R$ mi l l ion) 203.9 97.0 110.2%
NOPAT (R$ mi l l ion) 577.0 442.0 30.5%
ROE (%) 20.1% 23.0% -

Per Share Data (R$ per  1,000 shares)
Book Va lue per  Share 232.55 207.69 12.0%
Div idends  per  Share 25.79 20.98 22.9%
Earn ings  per  Share 46.66 47.85 -2 .5%
EBITDA per  Share 130.68 96.92 34.8%

Per ADR Data (US$ per  ADR)
Book Va lue per  Share 2.60 3.59 -27.6%
Div idends  per  Share 0.29 0.36 -20.5%
Earn ings  per  Share 0.52 0.83 -36.9%
EBITDA per  Share 1.46 1.68 -12.8%

Shares  Outstanding (mi l l ion) 6,907.6 6,877.8 0.4%
ADRs Outstanding (mi l l ion) 138.2 137.6 0.4%

Market  Capi ta l i zat ion (R$ mi l l ion) 7,871.3 3,619.7 117.5%
Market  Capi ta l i zat ion (US$ mi l l ion) 4,399.8 3,128.8 40.6%

Operat ing Data
Sales Volume (mi l l ion hl )
Beer 43.2 42.5 1.5%
Soft  Dr inks 8.5 12.1 -29.9%
Tota l 51.7 54.6 -5 .4%

Employees 10,136 10,708 -5.3%

F i n a n c i a l
H i g h l i g h t s
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B r a z i l

O p e r a t i n g  i n  t h e  B r a z i l i a n
b e v e r a g e  m a r k e t  s i n c e  1 8 8 8

B r a h m a ’s  s h a r e :  
4 9 %  o f  t h e  8 2  m i l l i o n -

h e c t o l i t e r  b e e r  m a r k e t

1 0 %  o f  t h e  1 1 0  m i l l i o n -

h e c t o l i t e r  s o f t  d r i n k s  m a r k e t

Plants: 11 (beer);  7 (soft dr inks) ;

5 (combined beer and soft drinks);

1  ( m a l t )

P r o d u c t i o n  c a p a c i t y :  
5 8  m i l l i o n  h e c t o l i t e r s  ( b e e r ) ;

27 million hectoliters (soft drinks)

U r u g u a y

P l a n t s :  1  ( m a l t )

A r g e n t i n a

C C B A ,  i n a u g u r a t e d  i n  1 9 9 4

B r a h m a ’s  s h a r e :  
1 5 %  o f  t h e  1 3  m i l l i o n -

h e c t o l i t e r  b e e r  m a r k e t

P l a n t s :  1  ( b e e r ) ,  1  ( m a l t )

P r o d u c t i o n  c a p a c i t y :  
2 . 2  m i l l i o n  h e c t o l i t e r s

M a p  o f  P l a n t s
a n d  O p e r a t i o n s

Ve n e z u e l a

C e r v e c e r a  N a c i o n a l ,
a c q u i r e d  i n  1 9 9 4

B r a h m a ’s  S h a r e :  
1 0 %  o f  t h e  1 5  m i l l i o n -

h e c t o l i t e r  b e e r  m a r k e t

P l a n t s :  1  ( b e e r )

P r o d u c t i o n  c a p a c i t y :  
2 . 2  m i l l i o n  h e c t o l i t e r s
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A  D e c a d e  o f  A c h i e v e m e n t

1 9 9 1

1 9 9 2

1 9 9 4

1 9 8 9 1 9 9 5

• Change in 
ownership

• Expansion to
northeastern Brazil
with the inauguration
of the Equatorial
plant

• Initiation of plant
modernization
program

• Implementation of
our D i s t r ibut ion
Excellence Program 

• Acquisition of
Cervecera Nacional
in Venezuela

• Inauguration of
two new plants:
CCBA, in Argentina;
and Lages, in
southern Brazil

• Joint venture with
Miller Brewing Co.

• Opening of the
largest beverage
plant in Latin
America: Nova Rio
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1 9 9 6 1 9 9 8

1 9 9 7 1 9 9 9

• Agreement to
produce and 
distribute Carlsberg
in Brazil

• Initiation of Direct
distribution program

• Signing of new
franchise agreement
with Pepsi 

• Joint venture
with Unilever to
produce and 
distribute Lipton
Ice Tea in Brazil

• Inauguration of
Sergipe plant in
northeastern Brazil

• Opening of Aguas
Claras do Sul plant
in southern Brazil

• Implementation of
Zero Budget Program

1999 marks the beginning of  a  new
era in the Company’s  history.  As a
r e s u l t  o f  t e n  y e a r s  o f  c o n t i n u o u s
growth, Brahma is taking an important
step toward becoming a multinational.
T h e  c r e a t i o n  o f  A m B e v  r e a f f i r m s  
our  commitment  to  our  consumers ,
employees, distributors and shareholders,
and places a new chal lenge ahead of
us:  continuing to bui ld a beverage
company with endless  potential .



I n  t h e  l a s t  d e c a d e ,  

n e t  s a l e s  r o s e  

1 7 % a n n u a l l y,  

a n d  E B I T D A  

g r e w  3 2 %



E a r n i n g s  p e r

s h a r e  i n c r e a s e d

a t  a n  a v e r a g e

r a t e  o f  2 5 %
p e r  y e a r  



Return on equity 

averaged over

20% per year



O u r  s h a r e  p r i c e  

r o s e  o n  a v e r a g e  

4 0 % p e r  y e a r

i n c l u d i n g  d i v i d e n d  

d i s t r i b u t i o n
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F r o m  a n  h i s t o r i c  p e r s p e c t i v e ,  1 9 9 9  c r o w n s  t h e  e n d  o f  a  d e c a d e  i n
wh i ch  p ro found  changes  in  Companh ia  Ce rve ja r i a  B rahma ’s  co r p o r a t e
s t r u c t u r e  a n d  m a n a g e m e n t  s t y l e  p r o d u c e d  s u b s t a n t i a l  improvements
in efficiency, productivity, and quality. These signifi cant  a c c o m p l i s h m e n t s
paved the way to our ultimate goal of creating value for our s h a r e h o l d e r s .

F u r t h e r m o r e ,  a  s t r a t e g i c  a l l i a n c e  w a s  s e a l e d  w i t h  C o m p a n h i a
Antarc t i ca  Pau l i s ta ,  a  t rad i t iona l  Braz i l ian  beverage  producer,  c reat ing
Amer i can  Beverage  Company  (AmBev) .  Approved by  the  loca l  ant i - t rus t
author i t ie s ,  AmBev  has  become the  th i rd - la rgest  brewery  in  the  w o r l d
a n d  t h e  l a r g e s t  b e v e r a g e  c o m p a n y  i n  L a t i n  A m e r i c a .  T h e  p r o s p e c t s
f o r  s u c c e s s  o f  t h i s  n e w  v e n t u r e  a r e  f i r m l y  a n c h o r e d  i n  B r a h m a ’s
r e c o r d  o f  a c h i e v e m e n t  o v e r  t h e  l a s t  d e c a d e .  T h e s e  a c h i e v e m e n t s  a r e
b e s t  p o r t r a y e d  b y  t h e  f o l l o w i n g  h i g h l i g h t s ,  w h i c h  w e  b e l i e v e  a r e
t h o s e  v a l u e d  m o s t  b y  o u r  i n v e s t o r s :  

• Av e r a g e  a n n u a l  i n c r e a s e s  o f  1 7 %  i n  n e t  s a l e s  a n d  3 2 %  

i n  E B I T D A  o v e r  t h e  l a s t  t e n  y e a r s

• C o m p o u n d e d  a n n u a l  g ro w t h  r a t e  o f  2 5 %  i n  e a r n i n g s  p e r  s h a r e

• Retur n  on  equ i ty  o f  over  20% per  yea r

• T h e  r i s e  i n  o u r  s h a r e  p r i c e  a v e r a g e d  4 0 %  a n n u a l l y,  

i n c l u d i n g  d i v i d e n d s

N o t e :  F i g u r e s  c a l c u l a t e d  i n  l o c a l  c u r r e n c y  –  R $

E q u a l l y  w o r t h  h i g h l i g h t i n g  i s  t h e  i n v e s t m e n t  o f  R $ 1 . 7  b i l l i o n  m a d e
t o  c o n s o l i d a t e  a n d  e x p a n d  o f  o u r  S k o l  a n d  B r a h m a C h o p p  b r a n d s ,
w h i c h  t o d a y  h o l d  e n v i a b l e  p o s i t i o n s  a s  t h e  f o u r t h  a n d  s i x t h l a r g e s t
b r a n d s  i n  t h e  w o r l d ,  r e s p e c t i v e l y.

A  s t e a d y  e f f o r t  a n d  c o o r d i n a t e d  a p p r o a c h  a l l o w e d  o u r  o r g a n i z a t i o n
t o  o v e r c o m e  t h e  d i f f i c u l t i e s  f a c e d  b y  t h e  B r a z i l i a n  e c o n o m y  d u r i n g
t h e  p a s t  y e a r.  I n  l i n e  w i t h  o u r  l o n g - t e r m  v i s i o n ,  w e  e x c e e d e d  o u r
annua l  ta rget s  and  benef i ted  f rom a  p rudent  r i s k  management  po l i c y
s h o w n  t o  b e  p a r t i c u l a r l y  e f f e c t i v e  i n  l i g h t  o f  t h e  s h a r p  d e v a l u a t i o n
o f  t h e  B r a z i l i a n  c u r r e n c y  i n  t h e  f i r s t  q u a r t e r  o f  1 9 9 9 .

Our  suc ce s s  ove r  the  l a s t  t en  yea r s  can  be  a t t r ibuted  to  our  s t ra te g y,
b a s e d  o n  p r i n c i p l e s  t h a t  h a v e  s t o o d  t h e  t e s t  o f  t i m e  a n d  e x p e r i e n c e :

• B e  t h e  w o r l d ’s  L o w e s t  C o s t  P r o d u c e r ;

• A c h i e v e  m a x i m u m  e f f i c i e n c y  i n  d i s t r i b u t i o n ;

• B u i l d  c o n s u m e r  p r e f e r e n c e  f o r  o u r  b r a n d s ,  g r o w i n g  o u r  

“ s h a r e  o f  v a l u e ”  

M e s s a g e  t o  O u r
S h a r e h o l d e r s



I n  t h e  c o n t e x t  o f  A m B e v ,  w e  a d d  t o  o u r  e x i s t i n g  s t r a t e g y :

• E x p o r t  G u a r a n a  A n t a r c t i c a  t h r o u g h  o u r  a l l i a n c e  w i t h  P e p s i c o ;

• B e  t h e  c a t a l y s t  f o r  c o n s o l i d a t i o n  o f  t h e  L a t i n  A m e r i c a n  

b e v e r a g e  i n d u s t r y.

I  h a v e  a l w a y s  b e l i e v e d  t h a t  w h a t  r e a l l y  d i s t i n g u i s h e s  a n  e x c e l l e n t
o r g a n i z a t i o n  f r o m  t h e  r e s t  i s  a  c o m p a n y ’s  p e o p l e  a n d  i t s  c o r p o r a t e
cu l ture .  O u r  s u c c e s s  i s  r o o t e d  i n  o u r  p e o p l e  a n d  c u l t u r e .  O u r  p e o p l e
a r e  c a r e f u l l y  r e c r u i t e d  a n d  t r a i n e d  –  t h e y  a r e  i m b u e d  w i t h  a  c u l t u r e
t h a t  v a l u e s  u r g e n c y,  d e t e r m i n a t i o n ,  n o n - c o m p l a c e n c y,  a n d  p e r s o n a l
c h a l l e n g e .  T h e y  a r e  e x c e p t i o n a l l y  m o t i v a t e d  b y  a  c o m p e n s a t i o n
s t r u c t u r e that  rewards  per formance ,  and  by  the  prospect  of  b e c o m i n g
s t o c k o w n e r s  o f  t h e  C o m p a n y.  T h i s  i n c e n t i v e  h a s  a l r e a d y  b e e n  e a r n e d
b y  o v e r  2 0 0  o f  o u r  e m p l o y e e s .

I  a m  c o n v i n c e d  t h a t  o u r  s t r a t e g y  w i l l  m a k e  p o s s i b l e  e v e n  b e t t e r
r e s u l t s  i n  2 0 0 0  t h a n  w h a t  w a s  a c h i e v e d  i n  1 9 9 9 .  T h e  e x p e c t a t i o n s
f o r  B r a z i l i a n  e c o n o m i c  g r o w t h  a r e  m o r e  f a v o r a b l e  n o w  t h a n  a t  a n y
t i m e  i n  r e c e n t  m e m o r y.  R e n e w e d  g r o w t h  w i l l ,  w i t h o u t  a  d o u b t ,
i n c r e a s e  demand for  our  product s ,  t rans lat ing  into  r i s ing  prof i t a b i l i t y
f o r  o u r  c o m p a n y.

T h e  c o m p e t i t i v e  a d v a n t a g e s  b e h i n d  o u r  s u c c e s s  i n  t h i s  d e c a d e ,  a l l ied
w i t h  t h e  c o l o s s a l  p o t e n t i a l  o f  A m B e v,  r e i n f o r c e  o u r  e n t h u s i a s m a n d
c o n v i c t i o n  t h a t  t h e r e  i s  m o r e  t o  c o m e  i n  t h e  y e a r s ,  a n d  d e c a d e s ,
t h a t  l i e  a h e a d  f o r  B r a h m a  a n d  i t s  s h a r e h o l d e r s .

M a r c e l  H e r r m a n n  Te l l e s

C E O  a n d  C h a i r m a n  o f  t h e  B o a r d
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I  h a v e  a l w a y s  b e l i e v e d  t h a t  w h a t  r e a l l y  d i s t i n g u i s h e s  e x c e l l e n t  c o m p a n i e s
f r o m  t h e  r e s t  i s  a  c o m p a n y ’ s  p e o p l e  a n d  i t s  c u l t u r e .  P e o p l e  a n d  c u l t u r e
a r e  a t  t h e  r o o t  o f  o u r  s u c c e s s .  O u r  p e o p l e  a r e  c a r e f u l l y  r e c r u i t e d a n d
t r a i n e d  –  t h e y  a r e  i m b u e d  w i t h  a  c u l t u r e  t h a t  v a l u e s  u r g e n c y,  d e t e r m i n a t i o n ,
n o n - c o m p l a c e n c y,  a n d  p e r s o n a l  c h a l l e n g e .

”

“
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V a l u e  o f  U S $ 1 0 0  i n v e s t e d  o n  
J a n u a r y  1 ,  1 9 9 0

The “Sales People“
event brings em-
ployees from all
areas of the com-
pany to the point of
sale to experience
the daily battle for
consumer preference
firsthand.
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Te n  y e a r s  a g o ,  C o m p a n h i a  C e r v e j a r i a  B r a h m a  h a d  a n n u a l  p r o d u c t i v i t y
o f  1 , 9 0 0  h e c t o l i t e r s  p e r  e m p l o y e e .  I n  1 9 9 9 ,  p r o d u c t i v i t y  r e a c h e d  8 , 8 0 0
h e c t o l i t e r s  p e r  e m p l o y e e ,  a n  i n c r e a s e  o f  3 6 3 % .  O u r  f i n a n c i a l  r e s u l t s  a r e
a l s o  a  c o m p e l l i n g  s t o r y :  n e t  p r o f i t  j u m p e d  f r o m  R $ 9 6 . 5  m i l l i o n  i n  1 9 9 0
t o  R $ 3 2 2 . 3  m i l l i o n  i n  1 9 9 9  ( a n  i n c r e a s e  o f  2 3 4 % ) .

F i r s t  a m o n g  t h e s e  a c h i e v e m e n t s ,  B r a h m a  i s  t h e  p r o u d  l e a d e r  o f  t h e
B r a z i l i a n  b e e r  m a r k e t  a n d  r a n k s  t h i r d  i n  t h e  s o f t  d r i n k  i n d u s t r y.  O u r
B r a h m a  a n d  S k o l  b r a n d s ,  a r e  t h e  t w o  b e s t - s e l l i n g  b e e r  b r a n d s  i n  t h e
c o u n t r y.  I n  a d d i t i o n ,  t h e  C o m p a n y  p r o d u c e s  a n d  s e l l s ,  u n d e r  l i c e n s e , t h e
i n t e r n a t i o n a l l y  r e n o w n e d  M i l l e r,  C a r l s b e r g ,  P e p s i  a n d  L i p t o n  I c e  Te a
b r a n d s .  E x p a n d i n g  b e y o n d  i t s  B r a z i l i a n  b o r d e r s ,  B r a h m a  h a s  e s tab l i s h e d
a n  i m p o r t a n t  p r e s e n c e  i n  A r g e n t i n a  a n d  Ve n e z u e l a .

A natural consequence of the success of our business, t h e  c o m p a n y ’s  m a r k e t
v a l u e  g r e w  e x p o n e n t i a l l y  f r o m US$  293  mi l l ion  in  1990  to  US$  4 .4  b i l l i o n
a t  t h e  e n d  o f  1 9 9 9 .  

T h e  f i r s t  a n d  m o s t  d e c i s i v e  f a c t o r  i n  o u r  h i s t o r y  c a n  b e  a t t r i b u t e d  t o  t h e
radical change undertaken in Brahma’s corporate culture, based the f o l l o w i n g
s e t  o f  l o n g - l a s t i n g  p r i n c i p l e s :

• A  s t r o n g  e m p h a s i s  o n  r e s u l t s ;

• F o c u s  o n  t h e  e s s e n t i a l ;

• D i s s e m i n a t i o n  o f  t h e  c o n c e p t  a n d  p r a c t i c e  o f  e m p l o y e e

o w n e r s h i p  a n d  e m p o w e r m e n t ;

• A  s e n s e  o f  u r g e n c y,  r e s p o n s i v e n e s s ,  a n d  i n i t i a t i v e  

( l e t ’s  f i n d  a  w a y  t o  d o  i t  b e t t e r  –  n o w ! ) ;

• S t r a i g h t f o r w a r d  s o l u t i o n s .

I n  t h i s  c o n t e x t ,  i t  w a s  p o s s i b l e  t o  b u i l d  a  s e r i e s  o f  c o m p e t i t i v e
a d v a n t a g e s  f o r  o u r  b u s i n e s s ,  i n c l u d i n g :  

• W e l l  c o n s o l i d a t e d  b r a n d s ;

• A n  o r g a n i z a t i o n  t h a t  p l a c e s  a  h i g h  p r i o r i t y  o n  c o n t i n u o u s  

e d u c a t i o n  a n d  t h e  t o o l s  t h a t  c a n  m a k e  i t  h a p p e n ;

• A  d r i v e  t o w a r d  b e i n g  t h e  L o w e s t  C o s t  P r o d u c e r,  

e n s u r i n g t h a t  w e  c a n  w i t h s t a n d  t h e  t e s t  o f  p r i c i n g  p r e s s u r e s  

i m p o s e d  b y  t h e  B r a z i l i a n  m a r k e t  –  t h e  m o s t  c o m p e t i t i v e  

b e v e r a g e  m a r k e t  i n  L a t i n  A m e r i c a ;

• S p e c i a l  a t t e n t i o n  t o  c o n s u m e r  s a t i s f a c t i o n  –  a t  a l l  l e v e l s  o f  

t h e  o r g a n i z a t i o n ;

• H i g h l y  p r e p a r e d  a n d  m o t i v a t e d  p e o p l e  w h o  a r e  d e d i c a t e d   

t h e  c o m p a n y ’s  g o a l s .

T h e  t o p i c s  t h a t  f o l l o w  p r e s e n t  i n  g r e a t e r  d e t a i l  the  concepts  beh ind  our
company’s management and explain their influence on our  performa n c e  o v e r
t h e  l a s t  d e c a d e .

A  R e c o r d  
o f  S u c c e s s
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E B I T D A  

R $  m i l l i o n

E B I T D A  M a r g i n

a s  a  %  o f  n e t  s a l e s

O u r  m a r k e t  v a l u e  o f  U S $ 2 9 3  m i l l i o n
i n  1 9 9 0  g r e w  e x p o n e n t i a l l y  t o  U S $ 4 .4 b i l l i o n

a t  t h e  e n d  o f  1 9 9 9
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A t  B r a h m a ,  t h e  p e r i o d  f r o m  1 9 9 0  t o  1 9 9 9  i s  a  h i s t o r y  o f  r i s i n g  p r o f i t s ,
m a d e  p o s s i b l e  b y  g a i n s  i n  p r o d u c t i v i t y  a n d  e f f i c i e n c y ,  a n d  i n  t h e
d e v e l o p m e n t  o f  o u r  b r a n d s  a n d  d i s t r i b u t i o n  n e t w o r k s .  A s  a  r e s u l t  o f
t h e  s t e a d y  r i s e  i n  c o m p e t i t i o n  o v e r  t h e  l a s t  d e c a d e ,  t h e  c o n t i n u o u s
m o d e r n i z a t i o n  o f  o u r  i n f o r m a t i o n  s y s t e m s  h a s  b e c o m e  a  t o p  p r i o r i t y.

O u r  s t r a t e g i c  p l a n n i n g  p r o c e s s  b e g i n s  w i t h  s e t t i n g  a  g o a l  f o r  a n n u a l
g r o w t h  i n  E c o n o m i c  Va l u e  A d d e d  ( E VA ) .  B a s e d  o n  t h i s  t a r g e t ,  c o l l e c t i v e
a n d  i n d i v i d u a l  o b j e c t i v e s  a r e  e s t a b l i s h e d  f o r  t h e  e n t i r e  o r g a n i z a t i o n .  

T h e  r e a l i z a t i o n  o f  t h e s e  p r e d e t e r m i n e d  o b j e c t i v e s  i s  t h e  p a s s p o r t  t o
t h e  a n n u a l  b o n u s  p r o g r a m ,  w h i c h  c r e a t e s  i n c e n t i v e s  t h r o u g h  e m p l o y e e
p r o f i t  s h a r i n g .  T h i s  p r o g r a m  h a s  p r o v e n  t o  b e  a  p o w e r f u l  i n s t r u m e n t ,
capable  of  mobi l iz ing the Company’s  best  efforts  in  i t s  reach for  excel lence.

E VA  i s  a n  i r r e f u t a b l e  m e t h o d  f o r  e v a l u a t i n g  v a l u e  c r e a t i o n  w h i l e ,  t h e
Z e r o  B u d g e t  P r o g r a m  i s  o u r  m o s t  p o w e r f u l  c o s t  c u t t i n g  f o r m u l a  y e t .
B y  m o b i l i z i n g  a l l  r a n k s  o f  o u r  o r g a n i z a t i o n  t o  r i g i d l y  a d h e r e  t o  e x p e n s e
c o n t r o l s ,  p r o f i t  m a r g i n s  r o s e .  T h e  E V A  m e t h o d  a n d  t h e  Z e r o  B u d g e t
P r o g r a m  a r e  p a r t i c u l a r l y  r e l e v a n t  t o p i c s  t o  o u r  b u s i n e s s  e x p e r i e n c e .

F o c u s  o n
P r o f i t a b i l i t y

The returnable
packaging line at
our Nova Rio plant:
the average pro-
ductivity increase
of 18% per year over
the past  decade
guaranteed higher
profitability, while
capital employed
was reduced.
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E V A

Brahma ’s  p r imary  goa l  i s  to  p roduce  tang ib le  re su l t s  fo r  i t s  s takeho lder s .
A s  a  c o n s e q u e n c e ,  t h e  c o m p a n y  h a s  s e l e c t e d  E V A  a s  t h e  s i n g l e  m o s t
effec t i ve  measure  of  i t s  overa l l  per formance .  EVA ho lds  a  c lear  advantage
a s  a  r e l i a b l e  i n d i c a t i o n  o f  t h e  t r u e  r e t u r n  o n  s h a r e h o l d e r  i n v e s t m e n t .
F a r  f r o m  b e i n g  j u s t  a n o t h e r  f a d ,  t h i s  g a u g e  o f  f i n a n c i a l  p e r f o r m a n c e
i s  b a s e d  o n  o b j e c t i v i t y  a n d  c o m m o n  s e n s e .  E VA  a i m s  t o  m e a s u r e  r e t u r n s
o n l y  a f t e r  c o n s i d e r i n g  t h e  c o s t  o f  c a p i t a l  e m p l o y e d  i n  g e n e r a t i n g  t h o s e
r e t u r n s .

A d o p t e d  i n  1 9 9 6 ,  w e  a p p l y  t h i s  s y s t e m  t o d a y  t o  a l l  o u r  b u s i n e s s  u n i t s ,
t h a t  a r e  e v a l u a t e d  b y  t h e i r  e f f e c t i v e  v a l u e  a d d e d .  A s  a  d i r e c t  r e s u l t ,
e m p l o y e e s  a n d  s h a r e h o l d e r s  h a v e  t o t a l  c o n v e r g e n c e  o f  i n t e r e s t s .  O u r
e m p l o y e e s  a r e  e n c o u r a g e d  t o  p e r f o r m  t h e i r  e v e r y d a y  a c t i v i t i e s  a n d  t o
m a k e  d e c i s i o n s  b y  t a k i n g  i n t o  c o n s i d e r a t i o n  t h e  v a l u e  t h e y  a r e  b r i n g i n g
t o  t h e  c o m p a n y.  T h i s  i s  a n  a t t i t u d e  c h a r a c t e r i s t i c  o f  a n  o w n e r,  w h i c h
p l a c e s  e m p l o y e e  i n t e r e s t s  o n  p a r  w i t h  t h a t  o f  o u r  s h a r e h o l d e r s .

F rom the  pe r spec t i ve  o f  c rea t ing  a  more  va luab le  inve s tment ,  B rahma  has
d e v e l o p e d  a  s h a r e  b u y b a c k  p r o g r a m  i n  w h i c h  i t  i n v e s t e d  R $ 6 8 4  m i l l i o n
f r o m  1 9 9 0  t o  1 9 9 9 .  S i n c e  t h e  r e p u r c h a s e d  s h a r e s  a r e  c a n c e l e d ,  t h e
r e m a i n i n g  s h a r e s  o u t s t a n d i n g  a r e  p r o g r e s s i v e l y  r e v a l u e d  a s  t h e  E VA i s
d i s t r i b u t e d  o v e r  a n  i n c r e a s i n g l y  s m a l l e r  b a s e .  

Also,  the company is  always keen on minimizing capital  employed. Therefore,
i t  c a r e f u l l y  m a n a g e s  c a p i t a l  n e e d s  a n d  r e t u r n s  e x c e s s  c a p i t a l  t o  i t s
shareholders  through the  d iv idend.  As  a  resu l t ,  d iv idend payments  over  the
past  severa l  years  have  been above the  25% minimum required by  Braz i l ian
law.  By  reduc ing  i t s  need  fo r  cap i ta l ,  the  company  p roduces  g rea te r  EVA .

Fermentation tanks
at our Nova Rio
Plant in the state of
Rio de Janeiro –
the largest brewery
in Latin America.
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N O P A T  a n d  C a p i t a l  C h a r g e

R $  m i l l i o n

E V A  ( E c o n o m i c  V a l u e  A d d e d )

R $  m i l l i o n

E V A  b r i n g s  t o t a l  c o n v e r g e n c e  
o f  i n t e r e s t s  b e t w e e n  o u r  e m p l o y e e s

a n d  o u r  s h a r e h o l d e r s  
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T h e  Z e r o  B u d g e t  P r o g r a m

To  c o n t r o l  o u r  f i x e d  c o s t s ,  t h e  Z e r o  B u d g e t  P r o g r a m  w a s  i m p l e m e n t e d
a t  t h e  e n d  o f  1 9 9 8 ,  a n d  s h o u l d  b e  h i g h l i g h t e d  a s  o n e  o f  t h e  l a s t  y e a r ‘ s
m o s t  s i g n i f i c a n t  a c c o m p l i s h m e n t s .  T h e  c e n t r a l  o b j e c t i v e  o f  t h i s  p r o g r a m
i s  t o  c o n s t a n t l y  r e a s s e s s  o u r  c o s t  s t r u c t u r e ,  l o o k i n g  f o r  w a y s  t o  r a i s e
e f f i c i e n c y  e v e r y w h e r e  a n d  i n c r e a s e  o u r  p r o f i t s .

The  program a l so  has  the  d i s t inc t  advantage  of  mobi l i z ing  and mot ivat ing
o u r  p e o p l e ,  e n c o u r a g i n g  t h e m  t o  t h i n k  a n d  a c t  l i k e  b u s i n e s s  “ o w n e r s ” .

T h e  r e s u l t s  o f  t h i s  e f f o r t  h a v e  b e e n  o v e r w h e l m i n g l y  p o s i t i v e ,  w i t h
e x p e n s e  r e d u c t i o n  o f  R $ 1 5 2  m i l l i o n  i n  1 9 9 9 ,  1 6 %  b e l o w  t h e  s a m e  p e r i o d
l a s t  y e a r.  T h e  e x p e n s e  r e d u c t i o n  p r o g r a m  w i l l  c o n t i n u e  t o  b e  a p p l i e d
i n  t h e  y e a r  2 0 0 0  w i t h  a  s e r i e s  o f  i m p r o v e m e n t s  d i c t a t e d  b y  e x p e r i e n c e .
O n e  o f  t h e s e  i m p r o v e m e n t s  w i l l  b e  t h e  i m p l e m e n t a t i o n  o f  t h e  Z e r o  C o s t
P r o g r a m ,  s p e c i f i c a l l y  d i r e c t e d  t o w a r d  r e d u c i n g  v a r i a b l e  c o s t s  t h r o u g h
t h e  t r a i n i n g  a n d  m o b i l i z a t i o n  o f  4 , 5 0 0  e m p l o y e e s .

“T h e  i n t r o d u c t i o n  o f  t h e  Z e r o  B u d g e t  P r o g r a m  i n  c o n t r o l l i n g  o u r  u s e  o f
f o r k l i f t s  a n d  w a r e h o u s e  s e r v i c e s  h a s  h a d  s u r p r i s i n g  r e s u l t s :  t h e  e x p e n s e
r e d u c t i o n  h a s  b e e n  g r e a t e r  t h a n  w e  h a d  e n v i s i o n e d ,  s i n c e  o u r  c o n t r o l s
b e c a m e  m o r e  e f f i c i e n t .  M o r e  i m p o r t a n t l y,  o u r  p e o p l e  o n  t h e  “ f r o n t  l i n e s ”
b e g a n  t o  l o o k  a t  t h i n g s  i n  a  d i f f e r e n t  w a y.  T h e y  h a v e  b e g u n  t o  m o n i t o r
a n d  p l a n ,  s t e p  b y  s t e p ,  e a c h  o f  t h e  c o s t  e l e m e n t s  i n  t h e i r  a c t i v i t i e s .

D i s t r i b u t i o n  S u p e r v i s o r

J u n d a í  p l a n t ,  S ã o  P a u l o

P r o d u c t i v i t y

D u r i n g  t h e s e  p a s t  1 0  y e a r s ,  n e a r l y  R $ 3  b i l l i o n  w a s  a p p l i e d  t o  c o m p l e t e l y
r e n o v a t e  o u r  p l a n t s .  T h e s e  i n i t i a t i v e s  t r a n s l a t e d  i n t o  a v e r a g e  a n n u a l
p r o d u c t i v i t y  g r o w t h  o f  1 8 . 4 %  o v e r  t h e  p a s t  d e c a d e .  D u r i n g  t h e  s a m e
p e r i o d ,  o u r  o v e r a l l  p r o d u c t i o n  c a p a c i t y  r o s e  b y  m o r e  t h a n  1 0 0 % .

P r o d u c t i v i t y  g a i n s  a r e  f u n d a m e n t a l  t o  B r a h m a ’s  s t r a t e g y  f o r  b e i n g  t h e
l o w e s t  c o s t  p r o d u c e r  i n  t h e  w o r l d .  N o  o t h e r  m e a s u r e  w i l l  a l l o w  o u r
c o m p a n y  t o  s u c c e s s f u l l y  f a c e  t h e  p r e s s u r e s  i n  a  m a r k e t  w h e r e  t h e  p r i c e
c o m p e t i t i o n  i s  a s  t o u g h  a s  o u r s .

”
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P l a n t  P r o d u c t i v i t y

T h o u s a n d  h e c t o l i t e r s  p e r  e m p l o y e e  p e r  y e a r

Forklifts in action
at our Nova Rio
plant, in the state
of Rio de Janeiro.
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Q u a l i t y  i s  n o t  e n o u g h  f o r  u s .  We  w a n t  t o  r e a c h  e x c e l l e n c e  i n  a l l  t h a t
w e  d o ,  f r o m  o u r  r a w  m a t e r i a l s  t o  t h e  f i n a l  p r o d u c t , f r o m  t h e  p l a n t  t o
t h e  c o n s u m e r ’ s  t a b l e .  Q u a l i t y  a n d  e x c e l l e n c e  a r e  t w o  f u n d a m e n t a l
c o n c e p t s ,  t h a t  B r a h m a  s e l e c t e d  i n  e a r l y  9 0 ’ s ,  w i t h  t h e  i n t e n t i o n  o f
a c h i e v i n g  t o t a l  q u a l i t y  m a n a g e m e n t .  T h i s  s t r a t e g y h a s  b e e n  e x e c u t e d
w i t h  t h e  s u p p o r t  o f  t h e  c o m p a n y ’s  E x c e l l e n c e  P r o g r a m s .

T h e  f i r s t  E x c e l l e n c e  P r o g r a m  w a s  i n i t i a t e d  i n  1 9 9 2 .  F o c u s i n g  o n  t h e
c o m p a n y ’s  e x c l u s i v e ,  t h i r d  p a r t y  d i s t r i b u t o r s ,  t h e  p r o g r a m ’s  o b j e c t i v e
w a s  t o  r e v o l u t i o n i z e  t h e  c o n c e p t  o f  b e v e r a g e  d i s t r i b u t i o n  i n  B r a z i l .
D e s i g n e d  a s  a n  o p e r a t i o n s  m a n u a l  f o r  t h e  B r a h m a  a n d  S k o l  d i s t r i b u t o r s ,
i t  h a s  p r o v e n  t o  b e  a  p o w e r f u l  i n s t r u m e n t  t o  e m p o w e r  t h e  d i s t r i b u t o r s
a n d  p r o f e s s i o n a l i z e  t h e  n e t w o r k ,  w i t h  t h e  p u r p o s e  o f  i n c r e a s i n g  s a l e s
a n d  p r o f i t a b i l i t y.  T h e  1 9 9 9  v e r s i o n  o f  t h e  E x c e l l e n c e  P r o g r a m  i n t r o d u c e s
a  n e w  c o n c e p t  c a l l e d  “ e x e c u t i o n  a t  t h e  p o i n t  o f  s a l e ” .  I t  t a k e s  a  n e w
a p p r o a c h  t o  i m p r o v i n g  t h e  s e r v i c e s  p r o v i d e d  t o  o u r  c u s t o m e r s  a n d
s t a n d a r d i z e s  b e s t  p r a c t i c e s  s y s t e m - w i d e  a c c o r d i n g  t o  t h e  p r o f i l e  o f  e a c h
s a l e s  c h a n n e l .  T h i s  m e t h o d  g u i d e s  o u r  d i s t r i b u t o r s  t o w a r d  f i n d i n g  t h e
b e s t  s o l u t i o n s  t o  i n c r e a s e  o u r  p r o d u c t  d i s t r i b u t i o n  w i t h  t h e  u l t i m a t e
g o a l  o f  s e l l i n g  m o r e ,  a n d  i m p r o v i n g  t h e  q u a l i t y  o f  o u r  s a l e s  e f f o r t .

A n o t h e r  i m p o r t a n t  s t e p  w e  i m p l e m e n t e d  t o  i n t e g r a t e  o u r  m a n a g e m e n t
s y s t e m  w a s t h e  Q u a l i t y  C o n t r o l  C i r c l e s  P r o g r a m  i n  1 9 9 7 .  I t s  p u r p o s e i s
to  mot i va te  and  commit  the  fa c to ry  opera to r s  to  the  sea r ch  fo r  improved
p r o c e d u r e s  a n d  p r o c e s s e s .  B y  e l i m i n a t i n g  d e f e c t s ,  t h i s  p r o g r a m  i n c r e a s e s
product iv i ty.  Pro ject  teams se lect  topics  organized around spec i f i c  p r o j e c t s
w i t h  g o a l s  t h a t  a r e  c o n s i s t e n t  w i t h  B r a h m a ’s  o v e r a l l  c o r p o r a t e  t a r g e t s .
To  d a t e ,  m o r e  t h a n  1 5 0  p r o j e c t  t e a m s  c o m p r i s e d  o f  o v e r  1 , 0 0 0  m a c h i n e
operators h a v e  m e t  t w i c e  a  m o n t h .  T h e  m e a s u r e  of  the  program’s  succ e s s
i s  the  2 ,600  pro ject s  that  have  been implem e n t e d  t o  d a t e ,  a c h i e v i n g  c o s t
s a v i n g s  o f  m o r e  t h a n  R $ 5  m i l l i o n .

M o r e  i m p o r t a n t  t h a n  t h e  n u m b e r s ,  h o w e v e r,  i s  t h e  c h a n g e  i n  a t t i t u d e
among the  teams  invo lved  in  th i s  pro jec t .  On a  vo luntary  and part i c ipat ive
b a s i s ,  i t  h a s  e n h a n c e d  t h e  q u a l i t y  o f  o u r  p r o d u c t s ,  i m p r o v e d  t h e  w o r k
e n v i r o n m e n t ,  r e d u c e d  c o s t s  a n d  w a s t e ,  a n d  p r o m o t e d  t h e  p r o f e s s i o n a l
a n d  p e r s o n a l  d e v e l o p m e n t  o f  t h e  p r o j e c t  m e m b e r s .

To  s o l v e  c o m p l e x  p r o b l e m s ,  B r a h m a  U n i v e r s i t y  i s  i n v e s t i n g  i n  t h e  B l a c k
B e l t  P r o g r a m .  T h i s  p r o g r a m  i s  t h e  f i r s t  o f  i t s  k i n d  i n  B r a z i l .  P a r t i c i p a n t s ,
c h o s e n  f o r  t h e i r  l e a d e r s h i p  a n d  g r o w t h  p o t e n t i a l  f r o m  a l l  a r e a s  o f  t h e
b u s i n e s s ,  l e a r n  t h e  u s e  o f  s t a t i s t i c a l t o o l s .  T h i s  p r a c t i c e  p e r m i t s  m o r e
i n - d e p t h a n d  s y s t e m a t i c  a n a l y s i s  o f  p r o b l e m s ,  g u a r a n t e e i n g  s p e c i f i c
s o l u t i o n s  a n d  m o r e  p r e c i s e  a c t i o n .  T h e  p r o g r a m  c a n  b e  a p p l i e d  t o  a n y
p r o b l e m  w h e r e  i n c r e m e n t a l  i m p r o v e m e n t s  w o u l d  n o t  s u f f i c e  t o  r e a c h
i n t e r n a t i o n a l  l e v e l s  o f  c o m p e t i t i v e n e s s .  E m p l o y e e s  w h o  g r a d u a t e  f r o m
t h i s  p r o g r a m  b e c o m e  c e r t i f i e d  a s  B l a c k  B e l t s .  T h e y  b e l o n g  t o  a  c a t e g o r y
o f  p r o f e s s i o n a l s  w h o  h a v e  r e a c h e d  l e v e l s  o f  e x c e l l e n c e  r e s p e c t e d
w o r l d w i d e  a m o n g  t h e  l e a d i n g  c o r p o r a t i o n s  a n d  b r a n d s .

M a n a g i n g  f o r
E x c e l l e n c e

Control room at the
Nova Rio plant 
–  where high
technology permits
rising productivity
ratios.

Preference for our
products is assured
through rigorous
quality controls.
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Along with our strategic al l iances and technological  development efforts,  the
creat ion o f  a n  e d u c a t e d  a n d  h i g h l y  m o t i v a t e d  w o r k f o r c e  i s  p a r t  o f  o u r
c o m m i t m e n t  t o  b e  o n  t h e  c u t t i n g  e d g e  o f  t h e  N e w  E c o n o m y.  W i t h  t h i s
convict ion,  one of  our  greatest  concerns ,  in  th i s decade  of  ach ivement ,  has
been to establ i sh  new paradigms for  the re lat ionship between the  company
and i t s  employees  and  forge  rad ica l  changes  in  our  corporate  cu l ture .  Th i s
i s  where the concept  of  “excel lence” begins .  We  want  our  peop le  to  be  the
best  so  that  the  company can be  unsurpassed in the market.  Our peop le  a re
carefu l l y  rec ru i ted ,  we l l  t ra ined  and  except iona l l y  mot ivated .

O v e r  t h e  l a s t  1 0  y e a r s ,  w e  h a v e  d i s t r i b u t e d  n e a r l y  R $ 3 0 2  m i l l i o n  i n
p e r f o r m a n c e - b a s e d  b o n u s e s  t o  o u r  p e r s o n n e l .  To p  r a n k i n g  e m p l o y e e s  c a n
d o u b l e  t h e i r  a n n u a l  i n c o m e .  T h i s  c o m p e n s a t i o n  p r o g r a m  i s  e x t e n d e d  to
all employees, without exception, and relies only on individual performance.  Our
philosophy is  “those who work l ike owners and exceed their  targets can earn
l ike  owner s” .

The  Company  S tock  Opt ion  P lan  has  t ransformed more  than  200  employees
into shareholders of the company. The Trainee program has also been espec ia l ly
suc ce s s fu l : s i n c e  1 9 9 0  m o r e  t h a n  4 0 0  p e o p l e  h a v e  j o i n e d  t h e  c o m p a n y
t h r o u g h  t h i s  p r o g r a m .  To d a y  5 6 %  o f  t h e m  a r e  m a n a g e r s  a n d  2  h a v e
b e c o m e  t o p  execut i ve s .

We supply  our  employees  with  extens ive  t ra in ing and scholarsh ip  programs
in Brazil  and abroad. In 1999 more than 7,000 employees were trained in areas
such as  packaging,  sa les ,  research ,  or  obta ined brewmaster  t i t les ,  and MBA
degrees . M u c h  o f  t h i s  t r a i n i n g  i s  a p p l i e d  t h r o u g h  t h e  B r a h m a  U n i v e r s i t y
program,  created in 1995 to define and coordinate objectives for the various
tra in ing programs  deve loped  by  the  Company.

P e o p l e

Black Belts – Brahma
professionals who
are chosen for their
leadersh ip  and
growth potential –
are trained for two
years to tackle the
specific challenges
of the competitive
Brazilian beverage
market.
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P e r f o r m a n c e - B a s e d  V a r i a b l e  P a y

R $  m i l l i o n

I n v e s t m e n t  i n  T r a i n i n g  P r o g r a m s

R $  m i l l i o n

I n  t h e  l a s t  1 0  y e a r s ,  w e  d i s t r i b u t e d
m o r e  t h a n  R $ 3 0 2  m i l l i o n  i n  p r o f i t  

s h a r i n g  t o  o u r  e m p l o y e e s
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M a r k e t i n g  I n v e s t m e n t s

R $  m i l l i o n

I n  t h i s  d e c a d e ,  R $ 1 . 7  b i l l i o n  
w a s  i n v e s t e d  i n  t h e  c o n s o l i d a t i o n  a n d

e x p a n s i o n  o f  o u r  b r a n d s

Te n  B e s t  S e l l i n g  B e e r  B r a n d s  
i n  t h e  W o r l d ,  1 9 9 8

I n  m i l l i o n  h e c t o l i t e r s

S o u r c e :  I m p a c t  I n t e r n a t i o n a l
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Our  b rands  a re  among  our  mos t  va luab le  a s se t s ,  and  a s  such  a re  ca re fu l l y
p r o t e c t e d ,  d e v e l o p e d  a n d  c o n s o l i d a t e d . O u r  B r a h m a  a n d  S k o l  b r a n d s ,
h a v e  b e e n  a b l e  t o  m a i n t a i n  t h e i r  l o n g  s t a n d i n g  t r a d i t i o n s  a n d  a t  t h e
s a m e  t i m e  e s t a b l i s h  t r e n d s  a n d  p r e f e r e n c e s  t h r o u g h  i n n o v a t i o n .

B rahma  Chopp  i s  cu r rent l y  the  6 th  be s t  se l l i ng  b rand  wor ldwide .  Another
b r a n d ,  S k o l ,  p u r c h a s e d  i n  1 9 8 0 ,  s t a n d s  o u t  a s  o n e  o f  t h e  f a s t e s t  g r o w i n g
b r a n d s  i n  t h e  w o r l d .  I n  1 9 9 8 ,  i t  b e c a m e  t h e  f o u r t h  b r a n d  i n  t h e  w o r l d
a n d  n o w  r a n k s  n u m b e r  o n e  i n  B r a z i l .

F r o m  1 9 9 0  t o  1 9 9 9 ,  R $ 1 . 7  b i l l i o n  w a s  i n v e s t e d  t o  e x p a n d  a n d  c o n s o l i d a t e
o u r  b r a n d s .  O n e  o f  t h e s e  i n v e s t m e n t s  w a s  t o  d e v e l o p  t h e  t e c h n o l o g y  t o
c a p t u r e  a n d  p r o c e s s  c o n s u m e r  a n d  m a r k e t  i n f o r m a t i o n ,  m a p p i n g  t h e
leve l s  of  penetrat ion  of  our  brands .  Th i s  sy s tem a l lows  us  to  opt im i z e  o u r
i n v e s t m e n t s  i n  a d v e r t i s i n g  a n d  p r o m o t i o n .

In  January  1999 ,  we  abandoned  t rad i t iona l  sa le s  incent i ve s  and  s t ruc tured
a  n e w  s y s t e m  t o  i n c r e a s e  c l i e n t  s a t i s f a c t i o n  a n d  c o n s u m e r  p r e f e r e n c e
b y  f o c u s i n g  o n  e x e c u t i o n  a t  t h e  p o i n t  o f  s a l e .  I n  d o i n g  s o ,  w e  h a v e
i n t e n s i v e l y  t r a i n e d  o u r  e n t i r e  s a l e s  f o r c e ,  a n d  i n d i r e c t l y ,  t h e  e n t i r e
c o m p a n y  i n  t h i s  c u s t o m e r - o r i e n t e d  p o l i c y.  A s  a  r e s u l t ,  t h e  c o m p a n y  h a s
b e g u n  t o  r e a l i z e  t h e  v a l u e  o f  e a c h  n e w  s p a c e  t h a t  w e  w o n  i n  t e r m s  o f
s a l e s .  I n t h i s  f i r s t  y e a r  o f  i m p l e m e n t a t i o n ,  t h e  p o i n t s  o f  s a l e  t h a t
p a r t i c i p a t e d  i n  t h e  p r o j e c t  w e r e  c a r e f u l l y  s e l e c t e d  a m o n g  t h e  m o r e
t h a n  o n e  m i l l i o n  p o i n t s  o f  s a l e  s e r v e d  b y  o u r  d i s t r i b u t i o n  n e t w o r k .

E x e c u t i o n  a t  t h e  p o i n t  o f  s a l e  h a s  b e c o m e  i n t e g r a t e d  i n t o  B r a h m a ’ s
c u l t u r e  a s  a n  a d d i t i o n a l  c o m p e t i t i v e  a d v a n t a g e  –  a n d  o n e  o f  t h e  m o s t
d i f f i c u l t  t o  b e  i m i t a t e d .

T h e  P o w e r  o f
O u r  B r a n d s

S k o l  B e c o m e s  t h e  B r a z i l i a n  B e e r  M a r k e t  L e a d e r

A s  a  d i r e c t  r e s u l t  o f  t h e  e x e c u t i o n  a t  t h e  p o i n t  o f  s a l e  p r o g r a m ,  t h e
c o m p a n y  r e a l i z e d  s i g n i f i c a n t  g a i n s  i n  b o t h  t h e  m a r k e t  s h a r e ,  a n d  i n
par t i cu la r  the  share  of  va lue  commanded by  our  beer  brands .  Sko l  b e c a m e
t h e  b e e r  m a r k e t  l e a d e r  a n d  B r a h m a  C h o p p  h a s  b e e n  a b l e  t o  r e v e r s e  i t s
r e c e n t  d e c l i n e i n  s a l e s .

S k o l  g r e w  s i g n i f i c a n t l y  t h r o u g h  i t s  y o u n g ,  i n n o v a t e  a p p e a l ,  r e a c h i n g
n a t i o n a l  l e a d e r s h i p  i n  1 9 9 9 .  I n  a d d i t i o n  t o  t h e  d e s i r e d  c h a r a c t e r i s t i c s
of  this  brand are the investments  made in conjunct ion with our distr ib u t i o n
n e t w o r k  p r e f e r e n c e  t o  i n c r e a s e  t h e  b r a n d ’s  c o n s u m e r  p r e f e r e n c e .

T h e  c o n c r e t e  m e a s u r e s  w e  t o o k  t o  i n t e g r a t e  s a l e s  a n d  m a r k e t i n g  i n
1 9 9 9  w e r e  i n s t r u m e n t a l  i n  o u r  m a r k e t  s h a r e  g a i n s .  T h i s  s u c c e s s  h a s
b e e n  o u r  r e w a r d  f o r  t e n  y e a r s  o f  h a r d  w o r k ,  d u r i n g  w h i c h  w e  s o u g h t
t o  i n c r e a s e  t h e  e f f i c i e n c y  o f  o u r  m a r k e t i n g  a n d  e x e c u t i o n  a t  t h e  p o i n t
o f  s a l e  t o  g u a r a n t e e  o u r  l e a d e r s h i p  i n  a n  e x t r e m e l y  c o m p e t i t i v e  m a r k e t .

M a r k e t i n g  M a n a g e r

“

”
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R i s i n g  S a l e s  i n  1 9 9 9

D e s p i t e  t h e  t u r b u l e n c e  f e l t  b y  t h e  B r a z i l i a n  e c o n o m y  i n  1 9 9 9 ,  a n d
b e l o w - a v e r a g e  t e m p e r a t u r e s ,  n e t  s a l e s  i n c r e a s e d  2 . 9 %  a s  a  d i r e c t  r e s u l t
o f  o u r  s t r a t e g y  a n d  p r o g r a m s .  We  a c h i e v e d  a n  i m p o r t a n t  m i l e s t o n e  o n
t h e  b e e r  s i d e ,  w h e n  w e  m a i n t a i n e d  p r i c e s  s t a b l e  t h r o u g h o u t  t h e  y e a r,
b r e a k i n g  t h e  h i s t o r i c a l  p r a c t i c e  o f  p r i c i n g  a c c o r d i n g  t o  s e a s o n a l i t y  –
h i g h e r  i n  t h e  s u m m e r  a n d  l o w e r  i n  w i n t e r.  T h i s  n e w  p o l i c y,  c o m b i n e d
w i t h  r i s i n g  p r o d u c t i v i t y,  a l l o w e d  u s  t o  o f f s e t  h i g h e r  r a w  m a t e r i a l  c o s t s
a s  a  r e s u l t  o f  t h e  s h a r p  c u r r e n c y  d e v a l u a t i o n  i n  J a n u a r y  1 9 9 9 .

A  n e w  t o o l  f o r  b o o s t i n g  s a l e s  w a s  i n t r o d u c e d  l a s t  y e a r  w i t h  t h e  l a u n c h
o f  a  new re f r ige ra to r  spec ia l l y  de s igned  fo r  600  m l  beer  bot t l e s .  We  c a l l
i t  “ C h i l l e d  t o  P e r f e c t i o n . ”  T h i s  n e w  e q u i p m e n t  i s  a  B r a h m a  exc lu s i ve :
in  addi t ion  to  be ing  innovat ive  and res i s tant ,  i t  i s  eco log ica l l y f r i e n d l y  b y
n o t  u s i n g  C F C  ( c h l o r o f l u o r o  c a r b o n ) .

T h i s  n e w  r e f r i g e r a t o r  i s  n o w  a v a i l a b l e  i n  t h e  s t a t e s  o f  S ã o  P a u l o ,  R i o  de
J a n e i r o ,  M i n a s  G e r a i s ,  B a h i a  a n d  a l l  t h e  m a j o r  c i t i e s  i n  B r a z i l .  I n  2 0 0 0  w e
intend to boost  the number of  points  of  sa le  equipped with this  appl ia n c e .

I n  t h e  s o f t  d r i n k s  m a r k e t ,  1 9 9 9  w a s  a g a i n  c h a r a c t e r i z e d  b y  s t r o n g
p r i c e  c o m p e t i t i o n .  We  c o n s o l i d a t e d  c o n s u m e r  p r e f e r e n c e  f o r  o u r  b r a n d s
(Peps i , B r a h m a  G u a r a n á ,  S u k i t a  a n d  7 U P )  a s  a  s t r a t e g y  t o  e n h a n c e  o u r
share  o f  va lue  and  guarantee  bet te r  p rof i tab i l i t y.  Our  p ropr ie ta ry  o r a n g e
f l a v o r e d  s o f t  d r i n k , S u k i t a ,  w a s  a  p e r f e c t  e x a m p l e  o f  t h i s  s u c c e s s .  A
n e w  a d v e r t i s i n g  c a m p a i g n  d o u b l e d  i t s  p r e f e r e n c e  l e v e l s .  We  s u s t a i n e d
o u r  h i g h e r  p r i c i n g  p o l i c y  w i t h  p r o m o t i o n a l  a c t i v i t i e s  s u c h  a s  “ B o l a d a
P e p s i ” ,  “ S t a r  W a r s ”  a n d  “ V i r a d a  P e p s i ” .

P o r t f o l i o

B e s i d e s  r a n k i n g  n u m b e r  o n e  i n  b e e r  a n d  t h i r d  i n  s o f t  d r i n k s ,  B r a h m a
h a s  c o m e  e v e n  c l o s e r  t o  i t s  g o a l  o f  b e c o m i n g  a  To t a l  B e v e r a g e  C o m p a n y.
I t  o f f e r s  a n  e x t e n s i v e  l i n e  o f  p r o d u c t s  a n d  b r a n d s  w h i c h  c a t e r  t o  a  w i d e
var ie ty  o f  consumers  in  the  “premium”,  ” s tandard”  and  “ l ight”  segm e n t s .

T h r o u g h  a  j o i n t  v e n t u r e  w i t h  U n i l e v e r ,  L i p t o n  I c e  T e a  b e c a m e  t h e
l e a d e r  i n  i t s  s e g m e n t  i n  1 9 9 9 .  I n  B r a z i l ,  t h i s  m a r k e t  s e g m e n t  i s  s t i l l
s m a l l ,  b u t  o f f e r s  r a p i d  g r o w t h  p o t e n t i a l  a n d  a t t r a c t i v e  p r o f i t a b i l i t y ,
fo l lowing  the  t rends  in  in te rnat iona l  beverage  market s .  Wi th  12% m a r k e t
s h a r e ,  t h e  s a l e s  v o l u m e  f o r Marathon ,  our  i so ton i c  spor t  d r ink ,  ro se  30%
in  1999  and  now ranks s e c o n d  i n  i t s  s e g m e n t .

I n  N o v e m b e r  1 9 9 7 ,  t h e  P e p s i  p r o d u c t  l i n e  b e c a m e  p a r t  o f  o u r  s o f t  d r i n k
port fo l io  through a  product ion  and d i s t r ibut ion  f ranch i se  agreement . T h i s
a d d i t i o n  c o m p l e t e d  o u r  p o r t f o l i o  b y  a d d i n g  a  c o l a  f l a v o r  w i t h  s t r o n g
p o t e n t i a l  f o r  g r o w t h  i n  B r a z i l .

The Sukita adver-
tising campaign in
1999 reached one
of the highest
levels of recall in
the country, causing
preference for the
orange-flavored
soft drink to double.
A series of television
commercials
featuring the
adventures of a
mature gentleman
who tries to win
over his younger
neighbor, was a
hit in Brazil.

Companhia
Cervejaria Brahma
currently sells over
18 brands in Brazil.
Its product line
includes beer, soft
drinks, ice tea,
water and sport
drinks.
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Di s t r ibut ion  in  the  beve rage  indus t r y  i s  one  o f  the  mos t  c r i t i ca l  e l ement s
o f  a n y  c o m p a n y ’ s  s t r a t e g y.  F o r  t h i s  r e a s o n ,  B r a h m a  h a s  s u c c e s s f u l l y
d e v e l o p e d  comprehensive programs to improve its  distr ibution network over
the last 10 years through the introduction of best practices and benchm a r k i n g ,
l e a d i n g  t o  a  m o r e  e f f i c i e n t  s y s t e m .

The  integrat ion  and qua l i f i cat ion  of  our  exc lus ive ,  th i rd  par ty d i s t r ibu t o r s
i s  a  p r io r i t y  fo r  the  B rahma  Un ive r s i t y,  by  un i t ing  company executives and
distributors with the common objective of sharing knowledge a n d  c r e a t i n g  a
s t r o n g e r  d i s t r i b u t i o n  c a p a b i l i t i e s  t h r o u g h  t e a m w o r k .

In  1999 ,  we  c rea ted  UBTV  to  ra i se  the  qua l i f i ca t ions  o f  our  d i s t r i b u t o r s .
UBTV,  a  powerful  support  tool ,  uses  c losed-c i rcuit  te lev i s ion to diss e m i n a t e
t r a i n i n g  p r o g r a m s  t o  t h e  s a l e s  t e a m  t h r o u g h o u t  o u r  n e t w o r k .  I t  a l s o
creates a closer link between the company and its  distr ibutors  by c o n n e c t i n g
t h e m  w i t h  a l l  b u s i n e s s  u n i t s . T h e  f i r s t  t r a i n i n g  m o d u l e  w a s  l a u n c h e d
i n  M a r c h  1 9 9 9 ,  a n d  f o c u s e d  o n  “ e x e c u t i o n  a t  t h e  p o i n t  o f  s a l e . ”

T h e r e  a r e  2 5 3  d i s t r i b u t o r s  a l r e a d y  t a k i n g  p a r t  i n  U B T V.  I n  1 9 9 9 ,  4 4
informat ive  t ra in ing programs were  t ransmitted,  and 52  more  are  p l a n n e d
f o r  2 0 0 0 .

T h e  c o m p a n y  h a s  b e e n  o p e r a t i n g  t h r o u g h  d i r e c t  d i s t r i b u t i o n  i n  c r i t i c a l
a r e a s  w h e r e  i t s  r e s e l l e r s  w e r e  h a v i n g  t r o u b l e  c o m p e t i n g .  T h i s  s y s t e m
p r o v i d e s  k n o w h o w  a n d  e x p e r i e n c e  i n  t h i s  k e y  o p e r a t i n g  a r e a  b r i n g i n g
g r e a t e r  f o c u s  t o  t h e  f r o n t - l i n e  a n d  b o o s t i n g  t h e  C o m p a n y ’ s  e n t i r e
d i s t r i b u t i o n  e f f o r t .

T h e  h i g h l i g h t s  o f  1 9 9 9  w e r e  s t a n d a r d i z a t i o n  o f  b e s t  p r a c t i c e s  f o r
d i r e c t  d i s t r i b u t i o n  t h r o u g h  b e t t e r  p l a n n i n g  o f  t h e  d a i l y  s a l e s  e f f o r t ,
a l o n g  w i t h  a  s e r i e s  o f  a d j u s t m e n t s  t o  r a i s e  t h e  c o s t / b e n e f i t  r a t i o  o f
o u r  d i s t r i b u t i o n  e f f o r t  a s  a  w h o l e .

O v e r  t h e  y e a r s ,  w e  h a v e  d e v e l o p e d  a  s e r i e s  o f  p r o g r a m s  d e s i g n e d  t o
e n s u r e t h a t  o u r  d i s t r i b u t o r s  c o n t i n u a l l y  i m p r o v e  t o  b e c o m e  t h e  b e s t
i n  t h e  m a r k e t ,  p o s s e s s i n g  s u p e r i o r  q u a l i t y,  e f f i c i e n c y  a n d  c o s t s .  A l l  o f
t h e  t o o l s  d e v e l o p e d  t o  a t t a i n  t h i s  g o a l ,  s u c h  a s  t h e  Z e r o  B a s e d  B u d g e t
m e t h o d o l o g y  ( u s e d  b y  B r a h m a  i n  i t s  o w n  c o s t  r e d u c t i o n  p r o g r a m )  a r e
m a d e  a v a i l a b l e  t o  o u r  e n t i r e  d i s t r i b u t i o n  n e t w o r k .

D i s t r i b u t i o n

“UBTV is  a c losed circuit  televis ion system that connects Brahma with  i t s  netw o r k
o f  3 5 0  t h i r d  p a r t y  d i s t r i b u t o r s .  T h e  c h a n n e l  b r o a d c a s t s  t r a i n i n g  p r o g r a m s
t o  m o r e  t h a n  2 0 0 0  s a l e s p e o p l e  t h r o u g h o u t  B r a z i l .  T h i s  p r o g r a m  r e p r e s e n t s
yet  another  corporate  in i t i a t ive  to  improve  our  re la t ionsh ip  wi th  our  par tn e r s ,
h e l p i n g  t h e m  t o  o p t i m i z e  t h e i r  b u s i n e s s .  T h e  o u t c o m e  h a s  b e e n  s u r p r i s i n g l y
p o s i t i v e .

U B T V  P r o j e c t  C o o r d i n a t o r ”
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A m b a s s a d o r s

T h e  c o m p a n y ’s  f i r s t  D i s t r i b u t o r  E x c e l l e n c e  P r o g r a m  w a s  c r e a t e d  i n  1 9 9 2
with  the  ob ject ive  of  revo lut ion iz ing  the  concept  of  beverage  d i s t r ibut ion
i n  B r a z i l .  I n  t h e  f o r m  o f  a n  o p e r a t i o n s  m a n u a l  f o r  B r a h m a  a n d  S k o l
d i s t r i b u t o r s ,  t h e  p r o g r a m  h a s  p r o v e d  i t s e l f  t o  b e  a  f a n t a s t i c  i n s t r u m e n t
t o  e n h a n c e  d i s t r i b u t i o n  c a p a b i l i t i e s  a n d  r a i s e  t h e  p r o f e s s i o n a l i s m  o f
o u r  n e t w o r k .  T h e  g o a l  i s  t o  a s s i s t  o u r  d i s t r i b u t o r s  i n  o b t a i n i n g  i n c r e a s e d
s a l e s  a n d  r i s i n g  p r o f i t a b i l i t y.  T h e  1 9 9 9  v e r s i o n  o f  t h i s  p r o g r a m  f o c u s e d
o n  a  n e w  c h a p t e r  c a l l e d  “ e x e c u t i o n  a t  t h e  p o i n t  o f  s a l e , “  w h i c h
s t a n d a r d i z e s  t h e  m o s t  s u c c e s s f u l  s t r a t e g i e s  f o r  p r o v i d i n g  t h e  h i g h e s t
q u a l i t y  s e r v i c e  t o  t h e  p o i n t  o f  s a l e ,  a c c o r d i n g  t o  t h e  p r o f i l e  o f  e a c h
s a l e s  c h a n n e l .  I t  g u i d e s  d i s t r i b u t o r s  t o w a r d s  t h e  b e s t  w a y s  t o  i n c r e a s e
p r o d u c t  a v a i l a b i l i t y  a n d  i m p r o v e  d e l i v e r y,  w i t h  o n e  s i m p l e  o b j e c t i v e :
s e l l  m o r e  a n d  s e l l  b e t t e r.

Ambassadors celebrated their achievement with a group photograph at one of São Paulo’s most
traditional bars, from left to right: José Eduardo Land (Aeroporto – São Paulo, SP); Basilio
Fernandes de Barros (Nova Radar – Osasco, SP); Francisco de Assis Pinto (Cervale – Ceres, GO);
Alexandre Solera (Brava – Brasilia, DF); Armando Antônio Rizatti (Rizatti – Franca, SP); Mauro
Carvalho Jr. (Colorado – V. Grande, MT); Norberto S. Leite (Rotele – Campo Grande, MS); Carlos
Alberto da Fonseca (Beer Garden – Caieiras, SP); Vilmondes José de Souza (Cerbel – Goiânia, GO);
Reinaldo Solera (Nova Era – Goiânia, GO).

T h o s e  a c h i e v i n g  t h e  h i g h e s t  r a n k i n g  i n  t h e  D i s t r i b u t o r  E x c e l l e n c e
P r o g r a m  a r e  n a m e d  “ A m b a s s a d o r s . ”  T h r e e  a d d i t i o n a l  d i s t r i b u t o r s
a t t a i n e d  t h i s  p r e s t i g i o u s  p o s i t i o n  i n  1 9 9 9 .  P a r t n e r s  d a y  a f t e r  d a y,  t h i s
t e a m  i s  f u n d a m e n t a l  t o  B r a h m a ’ s  c o n t i n u e d  s u c c e s s .

”

“
T h i r d  P a r t y  D i s t r i b u t i o n  M a n a g e r
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B r a h m a ’ s  S h a r e  o f  t h e  
V e n e z u e l a n  B e e r  M a r k e t

S o u r c e :  D a t o s

B r a h m a ’ s  S h a r e  o f  t h e  
A r g e n t i n e  B e e r  M a r k e t

S o u r c e :  N i e l s e n

O u r  o b j e c t i v e  i s  t o  s e r v e  a s  a  c a t a l y s t  
f o r  t h e  c o n s o l i d a t i o n  o f  t h e  b e v e r a g e

s e c t o r  i n  L a t i n  A m e r i c a



I n t e r n a t i o n a l  e x p a n s i o n  i s  t h e  p r i m e  g o a l  o f  o u r g r o w t h  s t r a t e g y ;  we
have  taken s teps  to  ach ieve  i t  b y  a c t i v e l y  p u r s u i n g  a l l  o p p o r t u n i t i e s  a n d
target ing  a reas  w i th  the  h ighes t  g rowth  potent ia l .  Our  search  pr io r i t i z e s
a r e a s  w i t h  t h e  m o s t  p r o m i s i n g  p r o s p e c t s  f o r  r a p i d  g r o w t h .

S e v e r a l  L a t i n  A m e r i c a n  m a r k e t s  a r e  c h a r a c t e r i z e d  b y  t h e  e x i s t e n c e  o f
a  s i n g l e  d o m i n a n t  p l a y e r.  I n  s o m e  c a s e s ,  o u r  s i g n i f i c a n t  c o m p e t i t i v e
a d v a n t a g e s m a y  a l l o w  u s  t o  b e c o m e  a  n e w  m a r k e t  e n t r a n t .  We  s h o u l d
expand our  presence  through aqui s i t ions w h e r e  t h e  p o t e n t i a l  f o r  v a l u e
g e n e r a t i o n  i s  s i g n i f i c a n t .

We  a q u i r e d  C i a .  C e r v e c e r a  N a c i o n a l  o f  Ve n e z u e l a  i n  1 9 9 4 .  T h e  f a c i l i t y
p r o d u c e s  9 0 0 , 0 0 0  h e c t o l i t e r s  a n n u a l l y,  a n d  h a s  m o r e  t h a n  d o u b l e d  i t s
m a r k e t  s h a r e  s i n c e  t h e n  t o  1 0 % .  A s  a  r e s u l t  o f  t h e  e c o n o m i c  d i f f i c u l t i e s
i n  t h a t  c o u n t r y  i n  1 9 9 9 ,  b e e r  c o n s u m p t i o n  d i m i n i s h e d  s i g n i f i c a n t l y .
H o w e v e r,  w e  b e l i e v e  t h a t  b y  p o s i t i o n i n g  o u r s e l v e s  p r o p e r l y,  a n d  w i t h
a d d i t i o n a l  i n v e s t m e n t  i n  o u r  b r a n d s  s l a t e d  f o r  2 0 0 0 ,  B r a h m a  c a n  b e n e f i t
f r o m  a  r e c o v e r y.

A l s o  i n  1 9 9 4 ,  w e  b u i l t  a  b e e r  p l a n t  i n  t h e  c i t y  o f  L u j a n ,  i n  t h e  p r o v i n c e
o f  B u e n o s  A i r e s ,  A r g e n t i n a ,  w h i c h  p r o d u c e d  1 . 8  m i l l i o n  h e c t o l i t e r s  o f
b e e r  i n  1 9 9 9 .  I n  v i e w  o f  t h e  s m a l l  s h a r e  o f  t h e  B u e n o s  A i r e s  m a r k e t
c o m m a n d e d  b y  t h e  B r a h m a  b r a n d ,  w e  p r o m o t e d  a  r a d i c a l  c h a n g e  i n  o u r
d i s t r i b u t i o n .  We  i m p l e m e n t e d  d i r e c t  d i s t r i b u t i o n  t o  a  c a r e f u l l y  s e l e c t e d
4 0 %  o f  t h e  r e t a i l  o u t l e t s .  B y  s u c c e s s f u l l y  i m p r o v i n g  t h e  s e r v i c e  q u a l i t y,
o u r  s a l e s  i n  A r g e n t i n a ’s  l a r g e s t  m e t r o p o l i t a n  a r e a  ro se  by  5 0 %  i n  1 9 9 9 .

O u r  e f f o r t s  o n  t h e  d i s t r i b u t i o n  f r o n t ,  c o m b i n e d  w i t h  p r o m o t i o n s  i n  c a n
p a c k a g i n g  i n  t h e  A r g e n t i n e  m a r k e t  l e d  t o  a  r e c o r d  m a r k e t  s h a r e ,  r i s i n g
f r o m  a n  a v e r a g e  o f  1 1 . 4 %  i n  1 9 9 8  t o  1 3 . 5 %  i n  1 9 9 9 ,  r e a c h i n g  1 5 . 6 %  i n
t h e  m o n t h  o f  N o v e m b e r  1 9 9 9 .

I n t e r n a t i o n a l
O p e r a t i o n s
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Higher can sales 
and distribution
improvements led
Brahma to a record
market share of 14%
in Argentina.
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B o a r d  o f  D i r e c t o r s
a n d  P r i n c i p a l
E x e c u t i v e s

B o a r d  o f  D i r e c t o r s  

P e r m a n e n t  M e m b e r s

M a r c e l  H e r r m a n n  Te l l e s  –  C h a i r m a n  o f  t h e  B o a r d

J o r g e  P a u l o  L e m a n n

D a n i l o  P a l m e r

A l t e r n a t e  M e m b e r s

V i c e n t e  F a l c o n i  C a m p o s

P r i n c i p a l  E x e c u t i v e s

M a g i m  R o d r i g u e z  J u n i o r  – C h i e f  O p e r a t i n g  O f f i c e r

C a r l o s  A l v e s  d e  B r i t o  – S a l e s  D i r e c t o r

C l a u d i o  B r a z  F e r r o  – M a n u f a c t u r i n g  D i r e c t o r

G u i l h e r m e  R o d o l f o  L a a g e r  – D i r e c t o r  o f  L o g i s t i c s  a n d  I T

J o s é  A d i l s o n  M i g u e l  – D i s t r i b u t i o n  D i r e c t o r

J u a n  M a n u e l  Ve r g a r a  G a l v i s  –  M a r k e t i n g  D i r e c t o r

Lu i s  Fe l ipe  Dut ra  Le i te  –  CFO  and  Inve s to r  Re la t ions  D i re c to r

A u d i t  C o m m i t t e e

P e r m a n e n t  M e m b e r s

A d o l p h o  G o n ç a l v e s  N o g u e i r a

A r y  W a d d i n g t o n

R i c a r d o  S c a l z o

A l t e r n a t e  M e m b e r s

O s m a r  J o s é  F u m a g a l i

J o h n  R i c h a r d  L e w i s  T h o m p s o n

W a l t e r  P r u g g e r

B o a r d  o f  A d v i s o r s

J u r a c y  M o n t e n e g r o  M a g a l h ã e s
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H i g h l i g h t s  o f  t h e  D e c a d e

1999 1998 1997 1996
Income Statement

R$ mil l ion

Net  Sa les 3,248.3 3,155.7 2,779.4 2,376.8 

Gross  Prof i t 1 ,343.2 1,355.9 1,154.4 1,014.4 

EB IT 464.6 335.8 389.9 404.0 

Net  Income 322.3 329.1 456.3 324.9 

EB ITDA 902.7 666.6 662.4 586.6 

Balance Sheet

R$ mil l ion

Tota l  Assets 5,425.9 4,669.3 4,303.3 3,515.9 

Shareholders ’  Equi ty 1,606.4 1,428.4 1,350.7 1,264.8 

Other F inancial  Information
EBITDA Marg in  (%) 27.8% 21.1% 23.8% 24.7%

ROE (%) 20.1% 23.0% 33.8% 25.7%

ROA (%) 5.3% 7.0% 10.6% 9.2%

Per Share Data (R$ per  1,000 shares)
Book Va lue per  Share 232.55 207.69 192.32 173.03 

Div idends  per  Share 25.79 20.98 18.86 10.58 

Earn ings  per  Share 46.66 47.85 64.97 44.45 

EB ITDA per  Share 130.68 96.92 94.31 80.26 

Shares  Outstanding (mi l l ion) 6,907.6 6,877.8 7,023.5 7,309.4 

Market  Capi ta l i zat ion (R$ mi l l ion) 7,871.3 3,619.7 5,121.0 4,236.7 

Operat ing Data

Sales Volume (mi l l ion hl )

Braz i l 40.6 39.8 38.8 36.3 

Argent ina 1.7 1.4 1.3 1.1 

Venezue la 0.9 1.3 1.2 0.9 

Tota l  Beer 43.2 42.5 41.3 38.3 

Soft  Dr inks 8.5 12.1 9.4 8.8 

Tota l 51.7 54.6 50.7 47.1 

Employees 10,136 10,708 10,955 9,987 

Note:  F igures  pr ior  to 1995 are presented in constant local  currency as  of  December 31,  1995,  indexed in UFIRs ,  a  Brazi l ian measure 

of  inf laton.  This  method is  in  accordance with Brazi l ian monetary correct ion accounting.
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1995 1994 1993 1992 1991 1990

2,031.8 1,980.6 1,240.8 1,369.7 1,365.5 1,251.5 

967.9 852.2 563.6 567.3 606.7 514.0 

465.2 284.6 201.7 165.4 260.1 240.1 

257.4 144.4 116.7 89.1 108.4 96.5 

581.6 403.4 291.6 285.6 363.5 283.2 

3,202.6 2,405.9 1,759,6 1,741,4 1,481,5 842,2 

979.9 1,148.4 844.8 904.7 804.4 326.8 

28.6% 20.4% 23.5% 20.8% 26.6% 22.6%

26.3% 12.6% 13.8% 9.8% 13.5% 29.5%

8.0% 6.0% 6.6% 5.1% 7.3% 11.5%

142.35 171.95 128.21 150.29 136.65 60.14 

65.80 5.46 65.80 10.58 18.86 20.98 

37.39 21.62 37.39 44.45 64.97 47.85 

84.49 60.40 44.25 47.44 61.75 52.12 

6,883.8 6,678.3 6,589.5 6,019.6 5,886.4 5,433.8 

2,781.8 2,345.2 2,243.9 1,583.0 2,933.9 410.6

35.3 29.9 25.8 24.3 29.6 27.3 

0.6 0.0 0.0 0.0 0.0 0.0 

0.7 1.1 0.0 0.0 0.0 0.0 

36.5 30.9 25.8 24.3 29.6 27.3 

7.5 6.9 6.1 4.9 6.6 5.8 

44.0 37.8 31.9 29.2 36.1 33.1 

9,535 9,003 13,610 15,850 21,609 21,654 
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M a n a g e m e n t ’ s  D i s c u s s i o n  a n d  A n a l y s i s  o f  R e s u l t s  
o f  O p e r a t i o n s  a n d  F i n a n c i a l  C o n d i t i o n  -  1 9 9 9

T h e  f o l l o w i n g  t a b l e  p r e s e n t s  s e l e c t e d  i n c o m e  s t a t e m e n t  i t e m s  f o r  t h e  t w e l v e  m o n t h s  e n d e d  D e c e m b e r  3 1 ,  1 9 9 9

c o m p a r e d  t o  t h e  p r i o r  t w e l v e - m o n t h  p e r i o d .

Financial  Highl ights
R$ mil l ion 1999 1998 % change
Net  Sa les 3,248.3 3,155.7 2.9%

Cost  of  Goods So ld (1 ,905.1) (1 ,799.7) 5.9%

Gross  Prof i t 1 ,343.2 1,355.9 -0.9%

SG&A Expenses (878.6) (1 ,020.1) -13.9%

EBITDA 902.7 666.6 35.4%

Tota l  Deprec iat ion 438.1 330.8 32.4%

Net Income 322.3 329.1 -2.1%

EPS (R$/1,000 shares) 46.66 47.85 -2.5%

D i r e c t  D i s t r i b u t i o n

T h e  t a b l e  b e l o w  s h o w s  t h e  i m p a c t  o f  d i r e c t  d i s t r i b u t i o n  o n  t h e  C o m p a n y ’s  r e s u l t s  b y  s u b t r a c t i n g  d i r e c t  d i s t r i b u t i o n

c o s t  f r o m  g r o s s  r e v e n u e .  

R$ mil l ion 1999 1998
Gross  Revenue 7,973.6 8,124.2 

Dis t r ibutor  Remunerat ion (1,127.1) (1 ,119.1)

Cost  of  D i rect  D is t r ibut ion (225.5) (207.2)

Revenue 6,621.0 6,797.9 

Sa les  Deduct ions (3 ,598.2) (3 ,849.4)

Net Sales 3,022.7 2,948.5 

Cost  of  Goods So ld (1 ,905.1) (1 ,799.7)

Gross Prof it 1,117.7 1,148.7 

R$/hl 1999 1998
Gross  Revenue 154.3 148.7 

Dis t r ibutor  Remunerat ion (21.8) (20.5)

Cost  of  D i rect  D is t r ibut ion (4.4) (3 .8 )

Revenue 128.2 124.4 

Sa les  Deduct ions (69.6) (70.5)

Net Sales 58.5 54.0 

Cost  of  Goods So ld (36.9) (32.9)

Gross Prof it 21.6 21.0 

Figures  may not add due to rounding.
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D i r e c t  d i s t r i b u t i o n ,  i n i t i a t e d  i n  1 9 9 7 ,  r e p r e s e n t e d  2 2 . 9 %  o f  t o t a l  s a l e s  v o l u m e  i n  1 9 9 9  v e r s u s  2 0 . 1 %  i n  1 9 9 8 .

T h e  t o t a l  n u m b e r  o f  d i r e c t  d i s t r i b u t i o n  o p e r a t i o n s  r e a c h e d  2 2 .  

D i s t r i b u t i o n  c o s t  p e r  h e c t o l i t e r  i n c r e a s e d  t o  R $ 1 9 . 1 0 / h l  i n  1 9 9 9 ,  1 . 2 %  a b o v e  t h e  s a m e  p e r i o d  l a s t  y e a r,  p a r t l y

b e c a u s e  o f  t h e  d e c l i n e  i n  s o f t  d r i n k  v o l u m e s .  S a l e s  t o  s u p e r m a r k e t s ,  w h e r e  m o r e  n o n - r e t u r n a b l e s  a r e  s o l d ,

d e c l i n e d  d u e  t o  t h e  p r i c e  i n c r e a s e  o n  b e e r  s o l d  i n  c a n s  i m p l e m e n t e d  b y  t h e  c o m p a n y  a t  t h e  b e g i n n i n g  o f  1 9 9 9 .

S a l e s  w h e r e  t h e  r e t u r n a b l e  f o r m a t  i s  m o r e  p r e v a l e n t ,  s u c h  a s  b a r s  a n d  r e s t a u r a n t s ,  i n c r e a s e d ,  c a u s i n g  a  h i g h e r

d i s t r i b u t i o n  c o s t  p e r  h e c t o l i t e r,  w h i c h  w a s  c o m p e n s a t e d  f o r  b y  h i g h e r  p r o f i t a b i l i t y.

N e t  S a l e s

T h e  i n c r e a s e  i n  n e t  s a l e s  p e r  h e c t o l i t e r  o f  8 . 8 %  w a s  a  r e s u l t  o f  s t a b i l i t y  i n  b e e r  p r i c e s  f r o m  l e v e l s  u s u a l l y  s e e n

d u r i n g  t h e  s e a s o n a l  p e a k .  A d d i t i o n a l l y,  s a l e s  f r o m  i n t e r n a t i o n a l  o p e r a t i o n s  r o s e  i n  l o c a l  c u r r e n c y  a s  a  r e s u l t  o f

t h e  d e v a l u a t i o n  o f  t h e  R e a l .

Breakdown of Sales  Volume
‘000 hl 1999 1998 % change

Braz i l 40,595 39,820 1.9%

Argent ina 1,674 1,392 20.2%

Venezue la 900 301 -30.8%

Beer 43,169 42,513 1.5%

Brahma 3,685 6,114 -39.7%

Peps i 4 ,809 6,000 -19.8%

Soft  Drinks 8,494 12,114 -29.9%

Total 51,663 54,627 -5.4%

Net Sales  per  Product
R$/hl 1999 1998 % change

Braz i l 62.3 60.1 3.8%

Argent ina 74.8 49.7 50.4%

Venezue la 107.2 60.4 77.6%

Average Beer 63.7 59.7 6.7%

Average Soft  Dr inks 45.4 39.0 16.4%

Average Tota l 62.9 57.8 8.8%

Sales Breakdown
% of net  sales 1999 1998

Braz i l 77.9% 75.8%

Argent ina 3.9% 2.2%

Venezue la 3.0% 2.5%

Beer 84.8% 80.5%

Soft  Dr inks 11.8% 15.0%

Others 3.4% 4.5%

Tota l 100.0% 100.0%

Figures  may not add up to 100% due to rounding.
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M a n a g e m e n t ’ s  D i s c u s s i o n  a n d  A n a l y s i s  o f  R e s u l t s  
o f  O p e r a t i o n s  a n d  F i n a n c i a l  C o n d i t i o n  -  1 9 9 9

Beer

I n  B r a z i l ,  1 9 9 9  s a l e s  v o l u m e  r o s e  1 . 9 %  c o m p a r e d  t o  t h e  s a m e  p e r i o d  l a s t  y e a r.  D u r i n g  t h e  y e a r,  d e m a n d  w a s

w e a k  d u e  t o  a  r e c e s s i o n  a n d  a b n o r m a l l y  c o o l  w e a t h e r  c o n d i t i o n s  t h a t  p r e v a i l e d  d u r i n g  m o s t  o f  1 9 9 9 ,  w i t h  b e e r

i n d u s t r y  v o l u m e s  p o s t i n g  a n  i n c r e a s e  o f  1 . 6 %  a c c o r d i n g  t o  N i e l s e n .  A l s o ,  t h e  b a s e  f o r  c o m p a r i s o n  w a s  u n u s u a l l y

h i g h  d u e  t o  t h e  Wo r l d  C u p  G a m e s  f r o m  M a y  t o  J u l y  1 9 9 8 .  T h e  c o m p a n y  w a s  a b l e  t o  o u t p a c e  i n d u s t r y g r o w t h  b y

m a k i n g  i m p r o v e m e n t s  t o  i t s  s a l e s  a n d  d i s t r i b u t i o n  s y s t e m s ,  a s  w e l l  a s  c o n t i n u e d  i n v e s t m e n t  i n  i t s  b r a n d s ,  wh i ch

m a i n t a i n e d  h i g h  l e v e l s  o f  p r e f e r e n c e  a m o n g  B r a z i l i a n  c o n s u m e r s .  B r a h m a ’s  m a r k e t  s h a r e  r o s e  0 .9  percentage p o i n t s

to  48 .8% in  1999 ,  and  i t s  sha re  o f  va lue  ( sha re  in  to ta l  i ndus t r y  sa le s )  ro se  1 .3  pe r centage p o i n t s ,  r e a c h i n g  5 1 . 8 %

a c c o r d i n g  t o  N i e l s e n .

In Argentina,  while the beer market remained relatively stable,  company sales volume rose 20.2%, driven by improvements

in  and expans ion of  the direct  d i s t r ibut ion system,  in  part icular  in  the metropol i tan Buenos  Aires  area.  Brahma’s  market

share therefore rose from 11.4% in 1998 to 14.9% in 1999 according to Nielsen. Additionally,  net sales per hectoliter reached

R$74.8/hl ,  up 50.4% in local  currency compared with 1998,  pr imari ly  due to devaluat ion of  the Real .

I n  Ve n e z u e l a ,  h o w e v e r,  t h e  e c o n o m i c  r e c e s s i o n  i n  1 9 9 9  c a u s e d  a  c o n t r a c t i o n  o f  1 2 %  i n  t h e  b e e r  m a r k e t  a s  w e l l  a s

down trading in favor of  less  expensive returnable packaging.  As a result ,  Brahma’s  market share in Venezuela decl ined

to 9.8%, versus 11.7% in 1998 according to Datos.  Company sales  volumes fel l  30.8% in 1999 when compared to the same

per iod in  1998.

The Company’s consolidated beer packaging mix in 1999 was comprised principally of returnable bottles,  which represented

73% of  beer  sa les  vo lume versus  75% in  1998.

Soft  Drinks

In  1999 the  Company focused on enhanc ing i t s  share  of  va lue  and bui ld ing preference  for  i t s  brands  with  the  object ive

of  guarantee ing breakeven EBITDA.  The Company repos i t ioned i t s  soft  dr inks  portfo l io ,  supported by  severa l  success fu l

p r o m o t i o n s ,  s u c h  a s  B o l a d a  P e p s i  a n d  S t a r  Wa r s ,  a n d  t h e  r e - l a u n c h  o f  B r a h m a ’s  p r o p r i e t a r y  o r a n g e  f l a v o r,  S u k i t a .

R e v e n u e  p e r  h e c t o l i t e r  d u r i n g  1 9 9 9  r o s e  1 6 . 4 %  w h e n  c o m p a r e d  t o  t h e  s a m e  p e r i o d  l a s t  y e a r,  p r i m a r i l y  d u e

t o  t h e  i m p a c t  o f  t h e  d e v a l u a t i o n  o f  t h e  R e a l  o n  v a r i a b l e  c o s t s .  H o w e v e r ,  v o l u m e  s a l e s  d e c l i n e d  b y  2 9 . 9 %

s i n c e  B r a h m a  d e c i d e d  n o t  t o  p a r t i c i p a t e  i n  t h e  r e t a i l  p r i c e  r e d u c t i o n s  i n i t i a t e d  b y  t h e  c o m p e t i t i o n .

C o s t  o f  G o o d s  S o l d

To t a l  p r o d u c t i o n  c o s t  e x c l u d i n g  d e p r e c i a t i o n  r o s e  6 . 3 %  t o  R $ 3 0 . 2 / h l .  T h i s  w a s  d u e  t o  t h e  d e v a l u a t i o n  o f  t h e

R e a l ,  w h i c h  c a u s e d  h i g h e r  l o c a l  p r i c e s  f o r  d o l l a r  d e n o m i n a t e d  i n p u t s ,  a s  w e l l  a s  i n f l a t i o n a r y  p r e s s u r e s  o n  t h e

e c o n o m y  a s  a  w h o l e  d u e  t o  i n c r e a s e s  i n  f u e l  p r i c e s  a n d  p u b l i c  u t i l i t y  t a r i f f s .  T h e s e  i n c r e a s e s  w e r e  p a r t i a l l y  o f f s e t

b y  h i g h e r  p l a n t  p r o d u c t i v i t y,  w h i c h  h a d  a  p o s i t i v e  i m p a c t  o n  o v e r h e a d  a n d  l a b o r  c o s t s .

Cost  per  Hectol i ter
R$/hl 1999 1998 
Raw Mater ia l 9 .5  8 .5 

Packaging 14.5 11.5 

Labor 1.9 2.4 

Deprec iat ion 6.6 4.5 

Other 4.3 6.1 

Tota l  COGS 36.8 33.0 

COGS exc lud ing deprec iat ion 30.2 28.5 

Figures  may not add up to 100% due to rounding.



Cost  Breakdown
(% of COGS) 1999 1998 
Raw Mater ia l 25.8% 25.7%

Packaging 39.3% 35.0%

Labor 5.2% 7.2%

Deprec iat ion 18.0% 13.7%

Other 11.7% 18.4%

Tota l 100.0% 100.0%

Raw Material  

Raw mater ia l  cos t s  were  R$9 .5  per  hecto l i te r  in  1999 ,  a  year  on  year  inc rease  of  11 .8% (R$8 .5 /h l ) ,  due  to  the  impact

of  the  deva luat ion  on  do l la r- indexed cos t  inputs ,  in  par t i cu lar  mal t .

Packaging

The  per-hecto l i te r  cos t  of  packaging  in  1999  was  R$14 .50 ,  up  26 .1% when compared  to  1998 ,  because  of  an  inc rease

in  can  pr i ces ,  which  rose  near ly  18%.

Labor

B r a h m a ’s  c o s t  o f  l a b o r  f e l l  2 0 . 8 %  f o r  t h e  y e a r,  r e f l e c t i n g  h i g h e r  p l a n t  p r o d u c t i v i t y.  I n  1 9 9 9  t h e  p e r - h e c t o l i t e r

c o s t  o f  l a b o r  w a s  R $ 1 . 9 ,  c o m p a r e d  t o  R $ 2 . 4  i n  1 9 9 8 .

Depreciat ion

P e r  h e c t o l i t e r  d e p r e c i a t i o n  i n  1 9 9 9  w a s  R $ 6 . 6 ,  u p  4 6 . 7 %  o n  t h e  y e a r.  T h e  i n c r e a s e  w a s  d u e  p r i m a r i l y  t o  h i g h e r

d e p r e c i a t i o n ,  s p e c i f i c a l l y  i n  t h e  J a c a r e í  a n d  N o v a  R i o  p l a n t s ,  a s  p e r  a  s t u d y  o f  r e a l  d e p r e c i a t i o n  r a t e s  p r e p a r e d

b y  o u r  e x t e r n a l  c o n s u l t a n t s .  

Indirect  Costs

D u r i n g  t h e  y e a r,  i n d i r e c t  c o s t s  p e r  h e c t o l i t e r  f e l l  2 9 . 5 %  o w i n g  t o  h i g h e r  p r o d u c t i v i t y  i n  t h e  u s e  o f  i n p u t s  a s

w e l l  a s  a  r e v i e w  a n d  o p t i m i z a t i o n  o f  t h i r d  p a r t y  s e r v i c e s  a s  p a r t  o f  t h e  f i x e d  c o s t  r e d u c t i o n  p l a n .

S G & A  E x p e n s e s

S e l l i n g ,  g e n e r a l  a n d  a d m i n i s t r a t i v e  e x p e n s e s  f e l l  b y  1 3 . 9 %  t o  R $ 8 7 8 . 6  m i l l i o n  i n  1 9 9 9  d u e  p r i m a r i l y  t o  t h e  Z e r o

B u d g e t  p r o g r a m .  T h i s  p l a n  w a s  i m p l e m e n t e d  i n  m i d - 1 9 9 8  t o  q u e s t i o n  t h e  c o m p a n y ’ s  c o s t  s t r u c t u r e  w i t h  t h e

o b j e c t i v e  o f  i n c r e a s i n g  i t s  p r o f i t a b i l i t y.  T h e  r e s u l t s  o f  t h e  p l a n  w e r e  e x t r e m e l y  p o s i t i v e ,  l e a d i n g  t o  a  r e d u c t i o n

of  R$162  mi l l i on  dur ing  1999 .  Th i s  r e su l t  f a r  ex ceeded  B rahma ’s  in i t i a l  i n te rna l  t a rget  o f  an  R$80  mi l l i on  reduc t ion .

S e l l i n g  e x p e n s e s  i n  p a r t i c u l a r  f e l l  b y  R $ 1 3 7 . 7  m i l l i o n  d u e  t o  i )  n o n - r e c u r r i n g  m a r k e t i n g  e x p e n d i t u r e s  i n  1 9 9 8

r e l a t e d  t o  t h e  Wo r l d  C u p  o f  R $ 2 0  m i l l i o n ;  i i )  t h e  r e - a l l o c a t i o n  o f  i n v e s t m e n t s  i n  c o o l e r s  t o  c a p i t a l  e x p e n d i t u r e s

a m o u n t i n g  t o  R $ 2 5  m i l l i o n  w h i c h  h a d  p r e v i o u s l y  b e e n  a l l o c a t e d  t o  m a r k e t i n g  e x p e n s e s ;  i i i )  a  r e d u c t i o n  o f

R $ 1 5  m i l l i o n  f r o m  t h e  r e c l a s s i f i c a t i o n  o f  E a g l e  s u b s i d i a r y  s e l l i n g  e x p e n s e s ,  w h i c h  b e c a m e  d i r e c t  d i s t r i b u t i o n

o p e r a t i o n s ;  i v )  r e d u c t i o n  o f  f i x e d  c o m m e r c i a l  e x p e n s e s  d u e  t o  t h e  Z e r o  B u d g e t  P r o g r a m ,  a n d  v )  o p t i m i z a t i o n

o f  m a r k e t i n g  e x p e n s e s  m a d e  p o s s i b l e  b y  i n v e s t m e n t s  i n  m a r k e t  r e s e a r c h  a n d  t e c h n o l o g y  w h i c h  a l l o w e d  t h e

c o m p a n y  t o  b e t t e r  u n d e r s t a n d  t h e  h a b i t s  o f  i t s  t a r g e t e d  c o n s u m e r s .

D e p r e c i a t i o n  &  A m o r t i z a t i o n

D&A not  a l located to the cost  of  goods  so ld increased 12.4% in 1999 when compared to 1998 as  a  result  of  amort izat ion

o f  d i r e c t  d i s t r i b u t i o n  i n v e s t m e n t s ,  r e a c h i n g  R $ 9 5 . 4  m i l l i o n  i n  1 9 9 9  v e r s u s  R $ 8 4 . 9  m i l l i o n  i n  1 9 9 8 .

B r a h m a 41
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M a n a g e m e n t ’ s  D i s c u s s i o n  a n d  A n a l y s i s  o f  R e s u l t s  
o f  O p e r a t i o n s  a n d  F i n a n c i a l  C o n d i t i o n  -  1 9 9 9

O p e r a t i n g  P r o f i t s   

O p e r a t i n g  P r o f i t s  ( e x c l u d i n g  p r o v i s i o n s  a n d  o t h e r  o p e r a t i n g  i t e m s )  w e r e  R $ 4 6 4 . 6  m i l l i o n ,  a n  i n c r e a s e  o f  3 8 . 4 %

w h e n  c o m p a r e d  t o  1 9 9 8 ,  w h i l e  E B I T D A  ( E a r n i n g s  B e f o r e  I n t e r e s t ,  Ta x e s ,  D e p r e c i a t i o n  a n d  A m o r t i z a t i o n )  r o s e

3 5 . 4 % ,  f r o m  R $ 6 6 6 . 6  m i l l i o n  i n  1 9 9 8  t o  R $ 9 0 2 . 7  m i l l i o n  i n  1 9 9 9 .  T h i s  p e r f o r m a n c e  i s  p r i n c i p a l l y  d u e  t o

r e d u c t i o n s  i n  S G & A  e x p e n s e s  i n  l i n e  w i t h  Z e r o  B u d g e t  p r o g r a m .

N e t  I n t e r e s t  E x p e n s e

I n  1 9 9 9  i n t e r e s t  e x p e n s e  w a s  R $ 8 0 4 . 4  m i l l i o n ,  1 3 2 . 2 %  a b o v e  1 9 9 8 ,  w i t h  t o t a l  d e b t  o f  R $ 1 . 9 8 2  b i l l i o n .  I n  t h e

b e g i n n i n g  o f  1 9 9 9 ,  t h e  B r a z i l i a n  c u r r e n c y  w a s  d e v a l u e d ,  c a u s i n g  h i g h e r  i n t e r e s t  p a y m e n t s  o n  U . S .  d o l l a r

d e n o m i n a t e d  d e b t .  H o w e v e r,  t h e  C o m p a n y ’ s  c a s h  f l o w  w a s  n o t  a f f e c t e d  d u e  t o  t h e  u s e  o f  r i s k  m a n a g e m e n t

i n s t r u m e n t s  s u c h  a s  s w a p s  a n d  d e r i v a t i v e s ,  w h i c h  l e d  i n t e r e s t  i n c o m e  t o  r i s e  t o  R $ 6 7 5 . 1  m i l l i o n ,  2 1 6 . 9 %  a b o v e

t h e  s a m e  p e r i o d  i n  1 9 9 8 .  N e t  i n t e r e s t  e x p e n s e ,  e x c l u d i n g  p r o v i s i o n s  f o r  i n t e r e s t  o n  o w n  c a p i t a l ,  t o t a l e d

R $ 1 2 9 . 3  m i l l i o n  i n  1 9 9 9  c o m p a r e d  t o  R $ 1 3 3 . 4  m i l l i o n  i n  1 9 9 8 ,  a  d e c r e a s e  o f  3 % .  

N o n - O p e r a t i n g  I n c o m e

Non-operat ing  expense  in  1999  was  R$19 .9  mi l l ion ,  main ly  due  to  the  wr i te -off  of  non-operat ing  as set s  in  the  amount

of  R$45 .3  mi l l ion .  The  company  a l so  reg i s tered  R$12 .2  mi l l ion  in  other  non-operat ing  expenses .  Non-operat ing g a i n s

w e r e  b o o k e d  d u r i n g  1 9 9 9  o n  I C M S  ( s t a t e  VAT  t a x )  a n d  I P I  ( f e d e r a l  e x c i s e  t a x )  c r e d i t s  o n  c a p i t a l  e x p e n d i t u r e s  p r i o r

t o  O c t o b e r  1 9 9 6  ( R $ 3 7 . 6  m i l l i o n ) ,  a n d  f o r e i g n  e x c h a n g e  g a i n s  o n  a s s e t s  a b r o a d  ( R $ 5 7 . 3  m i l l i o n ) .

P r o v i s i o n  f o r  C o n t i n g e n c i e s

I n  1 9 9 9 ,  n e t  p r o v i s i o n s  f o r  c o n t i n g e n c i e s  a m o u n t e d  t o  R $ 5 1 . 2  m i l l i o n  d u e  t o  c h a l l e n g e s  p e n d i n g  r e g a r d i n g  t h e

fo l lowing  tax  mat te r s :  ICMS  and  IP I  tax  c red i t s  on  cap i ta l  expend i tures  before  1996  in  the  amount  of  R$37 .6  mi l l ion ;

P I S / C o f i n s  t a x  l e v i e d  o n  o t h e r  o p e r a t i n g  i n c o m e  i n  t h e  a m o u n t  o f  R $ 2 3 . 8  m i l l i o n ;  a n d  r e c o g n i t i o n  o f  t h e

d e d u c t i b i l i t y  o f  i n t e r e s t  o n  o w n  c a p i t a l  o n  t h e  s o c i a l  c o n t r i b u t i o n  b a s e  f o r  1 9 9 6 ,  i n  t h e  a m o u n t  o f  R $ 2 0 . 1  m i l l i o n .

T h e s e  v a l u e s  a r e  b e i n g  p r o v i s i o n e d  b e c a u s e  t h e  C o m p a n y  h a s  n o t  y e t  r e c e i v e d  a  d e f i n i t i v e  j u d i c i a l  d e c i s i o n

r e g a r d i n g  t h i s  m a t t e r.  R $ 5 3 . 9  m i l l i o n  i n  p r o v i s i o n s  w e r e  r e v e r s e d  f o l l o w i n g  t h e  e x p i r a t i o n  o f  t h e  s t a t u t e  o f

l i m i t a t i o n s  o n  t a x  a s s e s s m e n t s  i n  p r e v i o u s  y e a r s  r e g a r d i n g  t h e  i n t e r p r e t a t i o n  o f  B r a z i l i a n  m o n e t a r y  c o r r e c t i o n .

I n c o m e  Ta x  a n d  S o c i a l  C o n t r i b u t i o n  

I n  1 9 9 9 ,  t h e  i n c o m e  t a x  a n d  s o c i a l  c o n t r i b u t i o n  b e n e f i t  w a s  R $ 1 7 . 6  m i l l i o n .  T h i s  i s  t h e  r e s u l t  o f  t a x  s a v i n g s  o f

R $ 6 5 . 9  m i l l i o n  i n  1 9 9 9  f r o m  t h e  d e d u c t i b i l i t y  o f  i n t e r e s t  o n  o w n  c a p i t a l  o n  S o c i a l  C o n t r i b u t i o n ,  a n d  R $ 6 1 . 1  m i l l i o n

d u e  t o  t h e  e f f e c t  o f  t h e  C o m p a n y ’s  h e d g i n g  p o l i c y,  w h e r e  p r o f i t s  e a r n e d  i n  f o r e i g n  s u b s i d i a r i e s  a r e  n o t  s u b j e c t

t o  s o c i a l  c o n t r i b u t i o n  t a x .  M o r e o v e r,  a  c o u r t  d e c i s i o n  r e g a r d i n g  t a x e s  p a i d  i n  p r i o r  y e a r s  i n  t h e  a m o u n t o f

R $ 4 9 . 1  m i l l i o n  r e l a t e d  t o  r e v i s i o n  o f  1 9 9 5  a n d  1 9 9 6  s t a t e m e n t s  w a s  f a v o r a b l e  t o  t h e  c o m p a n y.  O t h e r  t a x  b e n e f i t s

t o t a l e d  R $ 5 . 9  m i l l i o n  i n  1 9 9 9 .  I n c o m e  t a x  o f  R $ 5 6 . 9  m i l l i o n  w a s  p r o v i s i o n e d  o n  p r o f i t s  e a r n e d  i n  s u b s i d i a r i e s

w h e r e  t h e  c o m p a n y  d o e s  n o t  p o s s e s s  t a x  l o s s  c a r r y f o r w a r d s .  

P r o f i t  S h a r i n g  

A c c o r d i n g  t o  t h e  C o m p a n y  b y - l a w s ,  t h e  m a x i m u m  p e r c e n t a g e  o f  n e t  i n c o m e  t o  b e  p a i d  i n  p r o f i t  s h a r i n g  i s  1 0 %

f o r  e m p l o y e e s  a n d  5 %  f o r  d i r e c t o r s .  P r o f i t  s h a r i n g  p r o v i s i o n s  a m o u n t e d  t o  R $ 3 9 . 9  m i l l i o n  i n  1 9 9 9  s i n c e  t h e

c o m p a n y  p e r f o r m a n c e  o b j e c t i v e s  w e r e  a c h i e v e d  d u r i n g  1 9 9 9 .  I n  1 9 9 8 ,  t h e  a m o u n t  w a s  R $ 3 . 2  m i l l i o n .
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N e t  I n c o m e  

Net  in come  in  1999  was  R$322 .3  m i l l i on ,  o r  R$46 .66  pe r  1 ,000  sha re s  and  R$0 .93  pe r  ADR .  

L i q u i d i t y  a n d  C a p i t a l  R e s o u r c e s

Liquidity

The  Company ’s  p r imary  sources  o f  l iqu id i ty  have  been  ca sh  f lows  f rom operat ing  ac t i v i t i e s  and  bor rowings .

Operat ing  prof i t  before deprec iat ion,  amort izat ion,  and interest  expense (EBITDA)  was  R$902.7  mi l l ion in  1999 and

R$666.6  mi l l ion in  1998 .  These  re sources  were  pr imar i l y  u sed  for :  

( 1 )  i n t e r e s t  p a y m e n t s  a n d  a m o r t i z a t i o n  o f  d e b t ;  

( 2 )  c a p i t a l  e x p e n d i t u r e s ;  

( 3 )  i n v e s t m e n t s  i n  s u b s i d i a r i e s ;  

( 4 )  p a y m e n t  o f  d i v i d e n d s  a n d  i n t e r e s t  o n  o w n  c a p i t a l ;  a n d  

( 5 )  t h e  s h a r e  b u y b a c k  p r o g r a m .

Net Working Capital

N e t  w o r k i n g  c a p i t a l  i n c r e a s e d  f r o m  R $ 3 8 6 . 1  m i l l i o n  t o  R $ 8 4 3 . 0  m i l l i o n  a t  D e c e m b e r  3 1 ,  1 9 9 9 ,  a n  i n c r e a s e  o f

1 1 8 . 3 % .  T h i s  w a s  t h e  r e s u l t  o f  s t r o n g  c a s h  f l o w  g e n e r a t i o n ,  w h i c h  l e d  t o  a  r i s e  o f  R $ 6 0 3 . 1  m i l l i o n  i n  c a s h  a n d

e q u i v a l e n t s  d u r i n g  t h e  y e a r.

I n d e b t e d n e s s  a n d  F i n a n c i n g  S t r a t e g y

Total  Debt

A t  D e c e m b e r  3 1 ,  1 9 9 9 ,  t h e  C o m p a n y ’ s  t o t a l  o u t s t a n d i n g  t h i r d - p a r t y  d e b t  p l u s  s a l e s  t a x  d e f e r r a l s  t o t a l e d

R $ 1 . 9 8 2  b i l l i o n ,  c o n s i s t i n g  o f :  ( 1 )  R $ 1 . 0 3 0  b i l l i o n  i n  b o r r o w i n g s  i n  l o c a l  c u r r e n c y,  i n c l u d i n g  R $ 9 9 . 7  m i l l i o n  o f

f i n a n c e d  I C M S  t a x e s ;  a n d  ( 2 )  R $ 9 5 1 . 7  m i l l i o n  i n  f o r e i g n  c u r r e n c y  b o r r o w i n g s ,  p r i m a r i l y  d e n o m i n a t e d  i n  U . S .  d o l l a r s .

A m o r t i z a t i o n s  o f  s h o r t - t e r m  U . S .  d o l l a r  d e b t  d u r i n g  1 9 9 9  w e r e  R $ 4 0 0  m i l l i o n ;  h o w e v e r,  d u e  t o  t h e  e f f e c t  o f  t h e

d e v a l u a t i o n  o f  t h e  R e a l ,  t h e  v a l u e  o f  U . S .  d o l l a r  d e n o m i n a t e d  d e b t  i n c r e a s e d  i n  l o c a l  c u r r e n c y,  w i t h  t o t a l  d e b t

r i s i n g  5 . 4 % .  

Short-Term Debt

T h e  C o m p a n y ’ s  s h o r t - t e r m  d e b t  i n  1 9 9 9  c o n s i s t e d  o f  f i n a n c i n g  f o r  t h e  i m p o r t a t i o n  o f  r a w  m a t e r i a l s  a n d

e q u i p m e n t  i n  t h e  a m o u n t  o f  R $ 1 . 0 4 3  b i l l i o n ,  u p  1 6 %  c o m p a r e d  t o  1 9 9 8 .  S h o r t - t e r m  d e b t  a t  D e c e m b e r  3 1 ,

1 9 9 9  w a s  m o s t l y  d e n o m i n a t e d  i n  U S  d o l l a r s ,  w i t h  w e i g h t e d  a v e r a g e  i n t e r e s t  r a t e s  b e t w e e n  a p p r o x i m a t e l y

7 . 8 %  a n d  1 0 . 6 % .

Long-Term Debt

T h e  C o m p a n y ’s  l o n g - t e r m  d e b t  t o t a l e d  R $ 9 3 8 . 7  m i l l i o n  a t  D e c e m b e r  3 1 ,  1 9 9 9 ,  d o w n  4 . 3 %  c o m p a r e d  t o  t h e  p r i o r

y e a r .  T h i s  a m o u n t  c o n s i s t s  p r i m a r i l y  o f  l o a n s  f r o m  g o v e r n m e n t a l  a g e n c i e s  i n c l u d i n g  t h e  B N D E S  p r o g r a m s

( F I N A M E  –  F u n d  f o r  F i n a n c i n g  t h e  A c q u i s i t i o n  o f  I n d u s t r i a l  M a c h i n e r y  a n d  E q u i p m e n t  –  a n d  F I N E M  –  F i n a n c i n g

E n t e r p r i s e s )  a n d  I F C  u s e d  t o  f i n a n c e  t h e  c o m p a n y ’s  c a p i t a l  e x p e n d i t u r e  p r o g r a m  f r o m  1 9 9 4 - 1 9 9 8 .

Sales Tax Deferrals

C e r t a i n  B r a z i l i a n  s t a t e s  i n  t h e  p a s t  h a v e  p r o v i d e d  t a x  i n c e n t i v e s  f o r  c o m p a n i e s  t o  c o n s t r u c t  p r o d u c t i o n  f a c i l i t i e s

wi th in  the i r  s ta te s .  These  incent i ve s  genera l l y  a l low for  the  pos tponement  of  the  payment  date  of  s ta te  va lue -added

t a x  ( I C M S ) ,  a n d  h a v e  p e r m i t t e d  t h e  m o d e r n i z a t i o n  o f  a  s i g n i f i c a n t  p o r t i o n  o f  t h e  C o m p a n y ’s  p r o d u c t i o n  c a p a c i t y,

l e a d i n g  t o  i m p r o v e d  p r o d u c t i v i t y  a n d  m o r e  m o d e r n  p l a n t s .  I n  1 9 9 9 ,  s a l e s  t a x  d e f e r r a l s  t o t a l e d  R $ 9 9 . 7  m i l l i o n , a

reduct ion of  R$20.7  mi l l ion  compared to  1998,  pr imar i ly  due to  acce lerated payments  to  take  advantage of  d i sc o u n t s

o f f e r e d  b y  c e r t a i n  s t a t e s .
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M a n a g e m e n t ’ s  D i s c u s s i o n  a n d  A n a l y s i s  o f  R e s u l t s  
o f  O p e r a t i o n s  a n d  F i n a n c i a l  C o n d i t i o n  -  1 9 9 9

Net Debt

A l t h o u g h  t o t a l  d e b t  r e m a i n e d  a p p r o x i m a t e l y  s t a b l e ,  B r a h m a ’s  n e t  d e b t  ( t o t a l  d e b t  m i n u s  c a s h  a n d

c a s h e q u i v a l e n t s )  d e c r e a s e d  f r o m  R $ 7 9 8 . 9  m i l l i o n  a t  D e c e m b e r  3 1 ,  1 9 9 8 ,  t o  R $ 2 8 4 . 2  m i l l i o n  a t  year-end

1 9 9 9 ,  p r i m a r i l y  d u e  t o  s t r o n g  c a s h  f l o w  g e n e r a t i o n  a n d  a  s u c c e s s f u l  r i s k  m a n a g e m e n t  p o l i c y.

Risk Management

In the 3Q98, the Company adopted a strategy to minimize its  exposure due to loans denominated i n  f o r e i g n

c u r r e n c y  b y  i n v e s t i n g  i n  s e c u r i t i e s  i n d e x e d  t o  t h e  U . S .  d o l l a r,  s w a p  c o n t r a c t s  a n d  o t h e r  d e r i v a t i v e s

i n  B r a z i l  a n d  a b r o a d ,  p r o t e c t i n g  t h e  c o m p a n y ’s  n e t  i n c o m e  f r o m  l o s s e s .  I n  A r g e n t i n a ,  t h e  C o m p a n y

a d o p t e d  t h e  s a m e  p o l i c y  d u r i n g  t h e  f i r s t  h a l f  o f 1 9 9 9 ,  w h i l e in  Venezuela  a l l  as sets  and l iab i l i t ies  are

indexed to  the  Bol ivar.

Capital  Expenditures

C a p i t a l  e x p e n d i t u r e s  t o t a l e d  R $ 3 1 2 . 4  m i l l i o n  i n  1 9 9 9 ,  w i t h  R $ 1 4 3 . 1  m i l l i o n  r e s u l t i n g  f r o m  t h e  i m p a c t

o f  t h e  d e v a l u a t i o n  o n  f o r e i g n  a s s e t s  w h i l e  a c t u a l  i n v e s t m e n t s  i n  t h e  m a i n t e n a n c e  o f  c u r r e n t  c a p a c i t y

w e r e  R $ 1 6 9 . 3  m i l l i o n .  T h e  C o m p a n y  i n v e s t e d  R $ 4 0  m i l l i o n  i n  f r e e z e r s  a n d  r e p l a c e m e n t s  o f  c r a t e s

a n d  g l a s s  b o t t l e s ,  w h i l e  a p p r o x i m a t e l y  R $ 1 3 0  m i l l i o n  w a s  i n v e s t e d  i n  i n d u s t r i a l  p l a n t s  a n d  d i r e c t

d i s t r i b u t i o n .

The Company’s capital expenditures caused an increase of 1.1% in productivity in 1999 compared to the previous

year,  reaching 8,776 hl/employee/year.

Dividends

M a n a g e m e n t  h a s  p r o p o s e d  a  d i v i d e n d  p a y m e n t  o f  R $ 2 0 . 6 5  p e r  1 , 0 0 0  c o m m o n  s h a r e s  a n d  R $ 2 2 . 7 1 5 p e r

1 , 0 0 0  p r e f e r r e d  s h a r e s ,  c o r r e s p o n d i n g  t o  4 9 . 4 6 %  o f  a d j u s t e d  n e t  i n c o m e  f o r  t h e  f i s c a l y e a r  e n d e d

D e c e m b e r  3 1 ,  1 9 9 9  ( e x c l u d i n g  t h e  m a n d a t o r y  c o n t r i b u t i o n  t o  t h e  L e g a l  R e s e r v e ) .  O f  t h i s a m o u n t ,  a

n e t  v a l u e  o f  R $ 7 . 2 0  p e r  1 , 0 0 0  c o m m o n  s h a r e s  a n d  R $ 7 . 9 2  p e r  1 , 0 0 0  p r e f e r r e d  s h a r e s  h a v e  a l r e a d y

b e e n  c r e d i t e d  t o  s h a r e h o l d e r s  i n  t h e  f o r m  o f  i n t e r e s t  o n  o w n  c a p i t a l  a t  J u l y  2 0 ,  1 9 9 9 .  Ta x  w i l l  b e

w i t h h e l d  i n  a c c o r d a n c e  w i t h  c u r r e n t  l e g i s l a t i o n ,  w h i c h  w i l l  r e s u l t  i n  a  n e t  d i s t r i b u t i o n  o f  R $  1 3 . 4 5

p e r  t h o u s a n d  c o m m o n  s h a r e s ,  R $  1 4 . 7 9 5  p e r  t h o u s a n d  p r e f e r r e d  s h a r e s  a n d  R $  4 . 9 3 1 7  p e r  t h o u s a n d

p r e f e r r e d  s h a r e s  w h i c h  w e r e  f u l l y  p a i d  u p  a t  t h e  t i m e  o f  t h e  c a p i t a l  i n c r e a s e  a p p r o v e d  a t  t h e  B o a r d

M e e t i n g  h e l d  o n  N o v e m b e r  1 8 ,  1 9 9 9 ,  a n d  r a t i f i e d  a t  t h e  m e e t i n g  o n  D e c e m b e r  2 0 ,  1 9 9 9 ,  t o  b e  p a i d

a s  o f  M a r c h  1 5 ,  2 0 0 0 .

Market Pr ice Composit ion

T h e  f o l l o w i n g  c h a r t s  p r e s e n t  t h e  c o m p o s i t i o n  o f  t h e  r e t a i l  p r i c e  f o r  B r a h m a ‘ s  p r o d u c t s  i n  1 9 9 9 .

B r e a k d o w n  o f  t h e  C o n s u m e r  P r i c e  –  1 9 9 9  ( % )

Beer Soft  Drinks

Distr ibutor

Retai ler

Manufacturer

Taxes

Distr ibutor

Retai ler

Manufacturer

Taxes
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C o m p a n h i a  C e r v e j a r i a  B r a h m a  

F i n a n c i a l  S t a t e m e n t s  a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

a n d  R e p o r t  o f  I n d e p e n d e n t  A c c o u n t a n t s

Report  of  Independent Accountants
February 11,  2000

To  t h e  B o a r d  o f  D i r e c t o r s  a n d  S t o c k h o l d e r s

C o m p a n h i a  C e r v e j a r i a  B r a h m a  

1 We have  aud i ted  the  accompany ing  f inanc ia l  s ta tements  o f  Companhia  Cerve ja r ia  B rahma as  o f  December  31 ,  1999

a n d  1 9 9 8  a n d  t h e  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  o f  C o m p a n h i a  C e r v e j a r i a  B r a h m a  a n d  i t s  s u b s i d i a r i e s  a s  o f

t h e s e  s a m e  d a t e s .  T h e s e  f i n a n c i a l  s t a t e m e n t s  a r e  t h e  r e s p o n s i b i l i t y  o f  c o m p a n y  m a n a g e m e n t .  O u r  r e s p o n s i b i l i t y

i s  t o  e x p r e s s  a n  o p i n i o n  o n  t h e s e  f i n a n c i a l  s t a t e m e n t s .

2 We  c o n d u c t e d  o u r  a u d i t s  i n  a c c o r d a n c e  w i t h  B r a z i l i a n  a u d i t i n g  s t a n d a r d s  w h i c h  r e q u i r e  t h a t  w e  p e r f o r m  t h e

a u d i t s  t o  o b t a i n  r e a s o n a b l e  a s s u r a n c e  a b o u t  w h e t h e r  t h e  f i n a n c i a l  s t a t e m e n t s  a r e  f a i r l y  p r e s e n t e d  i n  a l l  m a t e r i a l

re spec t s .  Ac cord ing l y,  our  work  in c luded ,  among  o ther  p rocedure s :  ( a )  p lann ing  our  aud i t s  t ak ing  in to  cons ide ra t ion

t h e  s i g n i f i c a n c e  o f  b a l a n c e s ,  t h e  v o l u m e  o f  t r a n s a c t i o n s  a n d  t h e  a c c o u n t i n g  a n d  i n t e r n a l  c o n t r o l  s y s t e m s  o f  t h e

c o m p a n i e s ,  ( b )  e x a m i n i n g ,  o n  a  t e s t  b a s i s ,  e v i d e n c e  a n d  r e c o r d s  s u p p o r t i n g  t h e  a m o u n t s  a n d  d i s c l o s u r e s  i n  t h e

f i n a n c i a l  s t a t e m e n t s  a n d  ( c )  a s s e s s i n g  t h e  a c c o u n t i n g  p r i n c i p l e s  u s e d  a n d  t h e  s i g n i f i c a n t  e s t i m a t e s  m a d e  b y

m a n a g e m e n t ,  a s  w e l l  a s  e v a l u a t i n g  t h e  o v e r a l l  f i n a n c i a l  s t a t e m e n t  p r e s e n t a t i o n .

3 I n  o u r  o p i n i o n ,  t h e  f i n a n c i a l  s t a t e m e n t s  a u d i t e d  b y  u s  p r e s e n t  f a i r l y,  i n  a l l  m a t e r i a l  r e s p e c t s ,  t h e  f i n a n c i a l

p o s i t i o n  o f  C o m p a n h i a  C e r v e j a r i a  B r a h m a  a n d  o f  C o m p a n h i a  C e r v e j a r i a  B r a h m a  a n d  i t s  s u b s i d i a r i e s  a t  D e c e m b e r  3 1 ,

1 9 9 9  a n d  1 9 9 8  a n d  t h e  r e s u l t s  o f  o p e r a t i o n s ,  t h e  c h a n g e s  i n  s t o c k h o l d e r s ’  e q u i t y  a n d  t h e  c h a n g e s  i n  f i n a n c i a l

p o s i t i o n  o f  C o m p a n h i a  C e r v e j a r i a  B r a h m a  a s  w e l l  a s  t h e  c o n s o l i d a t e d  r e s u l t s  o f  o p e r a t i o n s  a n d  o f  c h a n g e s  i n

f i n a n c i a l  p o s i t i o n  f o r  t h e  y e a r s  t h e n  e n d e d ,  i n  c o n f o r m i t y  w i t h  a c c o u n t i n g  p r i n c i p l e s  d e t e r m i n e d  b y  B r a z i l i a n

c o r p o r a t e  l e g i s l a t i o n .

P r i c e w a t e r h o u s e C o o p e r s J ú l i o  C é s a r  d o s  S a n t o s

A u d i t o r e s  I n d e p e n d e n t e s P a r t n e r

C R C  2 S P 0 0 0 1 6 0 / O - 5  “ S ”  R J C o n t a d o r  C R C  1 S P 1 3 7 8 7 8 / O - 6  “ S ”  R J
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Parent company Consol idated
Assets 1999 1998 1999 1998
Current assets

Cash and banks 19,513 1,638 33,643 20,373

Marketab le  secur i t ies 585,336 239,653 1,663,772 1,060,653

Trade accounts  rece ivab le 177,904 199,181 322,905 334,639

Al lowance for  doubtfu l  accounts (13,631) (10,631) (28,599) (29,548)

Div idends  rece ivab le 34,976

Other  rece ivab les 33,270 33,375 134,265 73,684

Taxes  recoverab le 84,377 36,980 193,702 102,825

Inventor ies 201,345 195,745 383,333 372,685

Rece ivab le  f rom subs id iar ies 5,186 77,463 3,684 4,226

Prepa id  expenses 13,161 13,782 16,405 19,666

Total  current assets 1,106,461 822,162 2,723,110 1,959,203

Long-term assets
Compulsory  depos i t s 3 ,820 4,121 6,713 7,228

Depos i t s  for  f i sca l  incent ives 18,323 19,901 38,747 41,118

Judic ia l  depos i t s  28,221 16,905 42,705 32,597

F inanced sa le  of  shares 89,038 76,835 89,038 76,835

Defer red income tax  and soc ia l  contr ibut ion 106,699 100,938 240,774 134,147

Rece ivab le  f rom subs id iar ies 192,265 233,455 95,173 37,063

Propert ies  for  sa le  and others 13,251 3,507 39,944 14,767

Total  long-term assets 451,617 455,662 553,094 343,755

Permanent assets

Investments

Subs id iar ies

Investment  in  subs id iar ies 1,925,086 1,555,382

Goodwi l l  on acquis i t ion of  subs id iary 23,956 26,766

Propert ies  not  in  use  and other  investments 9,318 3,674 37,205 11,611

Total  investments 1,934,404 1,559,056 61,161 38,377

Property,  p lant  and equipment  (PP&E) 847,013 1,092,397 1,898,580 2,115,962

Defer red charges 108,028 122,949 189,917 212,025

Total  f ixed assets 2,889,445 2,774,402 2,149,658 2,366,364

Total  assets 4,447,523 4,052,226 5,425,862 4,669,322

The accompanying notes  are an integral  part  of  these f inancial  statements .

C o m p a n h i a  C e r v e j a r i a  B r a h m a

B a l a n c e  S h e e t  a t  D e c e m b e r  3 1

I n  t h o u s a n d s  o f  r e a i s
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Parent company Consol idated
Liabi l i t ies  and stockholders ’  equity 1999 1998 1999 1998
Current l iabi l i t ies

Accounts  payab le 189,969 160,133 315,774 255,093

Loans  and f inanc ing 656,469 600,323 1,042,928 898,749

Sa lar ies ,  prof i t  shar ing and soc ia l  secur i ty 68,914 30,950 87,248 49,242

Div idends  and interest  on own cap i ta l  100,597 97,109 101,870 99,438

Income tax  and soc ia l  contr ibut ion 475 13,199 18

Other  taxes  and contr ibut ions  167,635 129,170 258,697 200,304

Payable  to  subs id iar ies 885 22,486

Other  40,088 32,226 69,407 70,275

Total  current l iabi l i t ies 1,225,032 1,072,397 1,889,123 1,573,119

Long-term l iabi l i t ies

Loans  and f inanc ing 729,316 758,431 938,663 981,169

Sa les  tax  defer ra l s 444,774 311,369 463,670 315,613

Other  accounts  payab le 646 1,692 5,098 7,377

Payable  to  subs id iar ies 176,063 262,033

Defer red income tax  and soc ia l  contr ibut ion 93,069 43,866 176,644 58,008

Prov i s ion for  cont ingenc ies  and ob l igat ions 172,248 174,022 288,570 255,170

Total  long-term l iabi l i t ies 1,616,116 1,551,413 1,872,645 1,617,337

Minority interest 57,719 50,450

Stockholders ’  equity

Subscr ibed and pa id-up cap i ta l 990,327 975,029 990,327 975,029

Capi ta l  reserves 68,170 43,616 68,170 43,616

Reva luat ion reserve 2,306 2,306

Revenue reserves 554,509 660,788 554,509 660,788

Treasury  s tock (6,631) (253,323) (6 ,631) (253,323)

Total  stockholders ’  equity 1,606,375 1,428,416 1,606,375 1,428,416

Total  l iabi l i t ies  and stockholders ’  equity 4,447,523 4,052,226 5,425,862 4,669,322
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Parent company Consol idated
1999 1998 1999 1998

Gross revenue 

Sa les  4 ,616,633 4,775,744 6,846,479 7,005,073

Sales deduct ions

Exc i se  tax  ( IP I ) (723,290) (700,205) (976,057) (983,654)

Va lue-added tax  ( ICMS) (480,831) (434,745) (715,771) (660,111)

Other  taxes ,  d i scounts  and returns (1 ,277,291) (1 ,583,576) (1 ,906,377) (2 ,205,634)

Net sales 2,135,221 2,057,218 3,248,274 3,155,674

Cost  of  sa les (1 ,326,242) (1 ,187,844) (1 ,905,053) (1 ,799,726)

Gross prof it 808,979 869,374 1,343,221 1,355,948

Operat ing expenses ( income)

Se l l ing 144,104 286,386 350,700 488,406

Direct  d i s t r ibut ion 131,131 103,152 225,536 207,216

Admin is t rat ive 131,074 142,681 196,417 234,451

Provision for (reversal of) contingencies and obligations 15,060 (52,567) 51,203 (117,660)

Di rectors ’  fees 8,792 3,279 10,523 5,152

Deprec iat ion and amort izat ion 46,203 38,977 95,408 84,891

Interest  expense 625,820 298,183 804,426 346,413

Interest  on own cap i ta l 178,169 144,290 178,169 144,290

Interest  income (404,686) (111,698) (675,118) (213,043)

Reversa l  of  interest  on own cap i ta l (178,169) (144,290) (178,169) (144,290)

Investments  in  subs id iar ies

Equi ty  method (320,993) (201,966)

Exchange loss  on investments  abroad (13,304) (2 ,273) (57,265) (9 ,783)

Other  operat ing expenses  ( income) ,  net (484) 7,039 (9,042) 1,453

Tota l  operat ing expenses 362,717 511,193 992,788 1,027,496

Operat ing prof it  (carr ied forward) 446,262 358,181 350,433 328,452

The accompanying notes  are an integral  part  of  these f inancial  statements .  P lease note that  ”operat ing prof it” i s  def ined as  gross  prof it

less  operat ing and net interest  expenses .

C o m p a n h i a  C e r v e j a r i a  B r a h m a

I n c o m e  S t a t e m e n t  

Y e a r s  E n d e d  D e c e m b e r  3 1  

I n  t h o u s a n d s  o f  r e a i s
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Parent company Consol idated
1999 1998 1999 1998

Operat ing prof it  (brought forward) 446,262 358,181 350,433 328,452

Non-operat ing (expenses )  income 

Loss  ar i s ing f rom changes  in  ho ld ings

in  subs id iar ies (2 ,975) (1 ,873)

Other  non-operat ing (expenses )  income,  net (92,722) (20,594) (16,901) 28,986

Income before taxes 353,540 337,587 330,557 355,565

Income tax  and soc ia l  contr ibut ion 4,763 13,144 17,585 (34,374)

Income before prof it  shar ing 358,303 350,731 348,142 321,191

Prof i t  shar ing

Employees (27,242) (21,633) (29,468) (3 ,224)

Di rectors (8 ,766) (10,398)

Net income before minority interest  and 

unreal ized prof its 322,295 329,098 308,276 317,967

Minor i ty  interest 14,019 10,703

Unrea l i zed prof i t s 428

Net income for  the year 322,295 329,098 322,295 329,098

Number  of  outs tanding shares  at  year-end ( thousands) 6,907,611 6,877,754

Net  income per  thousand shares  at  year-end –  R$ 46.66 47.85



B r a h m a50

C o m p a n h i a  C e r v e j a r i a  B r a h m a

S t a t e m e n t  o f  C h a n g e s  i n  S t o c k h o l d e r s ’  E q u i t y

I n  t h o u s a n d s  o f  r e a i s

Capital  reserves

Bonus and
Subscr ibed premium Income

and paid-up on share tax
capital subscriptions incentives 

At December  31,  1997 927,777 20,770 20,872 

Capi ta l  increase

Cash subscr ipt ion 46,606

Capi ta l i zat ion of  reserve 646

F isca l  incent ives  –  income tax 1,974

Repurchase of  shares

Cance l la t ion of  shares

Rea l i zat ion of  reva luat ion reserve

Net  income for  the year

Appropr iat ion of  net  income for  the year

Statutory  reserves

Interest  on own cap i ta l ,prepa id  and payable

At December 31,  1998 975,029 20,770 22,846

The accompanying notes  are an integral  part  of  these f inancial  statements .  

Capital  reserves
Investment

Bonus and subsidies
Subscr ibed premium   

and paid-up on share State Income
capital subscriptions programs tax

At December  31,  1998 975,029 20,770 22,846

Capi ta l  increase –  cash subscr ipt ion 15,298

F isca l  incent ives 24,554

Repurchase of  shares

Cance l la t ion of  shares

Rea l i zat ion of  reva luat ion reserve

Net  income for  the year

Appropr iat ion of  net  income for  the year

Statutory  reserves

Interest  on own cap i ta l ,  prepa id  and payable

At December 31,  1999 990,327 20,770 24,554 22,846
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Revaluation Revenue reserves
reserve

For
Associated capital Treasury Retained

company Legal increase stock earnings Total
2,468 104,608 412,316 (138,080) 1,350,731 

46,606

(646)

1,974

(155,703) (155,703)

(40,460) 40,460

(162) 162

329,098 329,098

16,455 168,515 (184,970)

(144,290) (144,290)

2,306 121,063 539,725 (253,323) 1,428,416

Revaluation Revenue reserves
reserve

For
Associated capital Treasury Retained 

company Legal increase stock earnings Total
2,306 121,063 539,725 (253,323) 1,428,416

15,298

24,554

(6,019) (6 ,019)

(252,711) 252,711

(2,306) 2,306

322,295 322,295

16,115 128,011 (144,126)

(178,169) (178,169)

137,178 417,331 (6,631) 1,606,375
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C o m p a n h i a  C e r v e j a r i a  B r a h m a  

S t a t e m e n t  o f  C h a n g e s  i n  F i n a n c i a l  P o s i t i o n

Y e a r s  E n d e d  D e c e m b e r  3 1

I n  t h o u s a n d s  o f  r e a i s

Parent company Consol idated
1999 1998 1999 1998

Financial  resources were provided by

Operat ions

Net  income for  the year 322,295 329,098 322,295 329,098

Expenses  ( income)  not  affect ing work ing cap i ta l

Investments  in  subs id iar ies

Equi ty  in  the method (320,993) (201,966)

Exchange loss  on abroad investments (13,304) (2 ,273)

Prov i s ion for  loss  on unsecured l iab i l i t ies  

of  subs id iar ies 93,313 54,830

Prov i s ion for  loss  on investments 1,854

Net  book va lue of  investment  so ld 18,555

Deprec iat ion and amort izat ion 298,368 225,713 438,069 330,782

Net  book va lue of  property,  p lant  and 

equipment  d i sposa l s 63,470 75,795 107,611 144,758

Prov i s ion for  ( reversa l  of )  cont ingenc ies  

and ob l igat ions 15,060 (52,567) 51,203 (117,660)

Interest on loan agreements with subsidiaries, net 15,109 8,664

Interest  expense on prov i s ion for  cont ingenc ies  

and ob l igat ions 14,982 8,370 18,688 9,619

Defer red income tax  and soc ia l  contr ibut ion 43,442 (8,113) 12,009 19,015

Long-term fore ign exchange and monetary  var ia t ions 108,164 128,714

Unrea l i zed prof i t s 428

Amort izat ion of  goodwi l l  and negat ive  goodwi l l ,  net (7 ,697) (1 ,626) 2,810 (431)

Loss  ar i s ing f rom changes  in  ho ld ings  in  subs id iar ies 2,975 1,873

632,209 454,480 1,086,228 717,482

Stockholders

Capi ta l  subscr ipt ion 15,298 46,606 15,298 46,606

Div idends  rece ived 133,551 35,555

Change in  minor i ty  interest 7,269 (3,349)

Th i rd  par t ies

Increase (decrease)  in  long-term l iab i l i t ies

Loans  and f inanc ing (137,279) 68,398 (171,220) 108,818

Defer ra l  of  taxes  on sa les 133,405 143,462 148,057 147,650

Other  accounts  payab le (1 ,046) 68 (2,279) (20,623)

Payab le  to  subs id iar ies (143,001) 35,242

Prov i s ion for  cont ingenc ies  and ob l igat ions (31,816) 5,267 (36,491) 23,725

Transfer  of  property,  p lant  and equipment

to long-term rece ivab les 5,447 1,854 16,690

Transfer  of  property,  p lant  and equipment

to permanent  investments 5,659 23,230

Investment  subs id ies 24,554 1,974 24,554 1,974

Total  funds provided 636,981 792,906 1,111,336 1,022,283

The accompanying notes  are an integral  part  of  these f inancial  statements .  
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Parent company Consol idated
1999 1998 1999 1998

Financial  resources were used for

Increase (decrease)  in  long-term rece ivab les

Compulsory  depos i t s (316) (171) (515) (412)

Depos i t s  for  f i sca l  incent ives  (1 ,578) 2,303 (517) 2,822

Judic ia l  depos i t s 11,316 2,379 10,108 3,170

F inanced sa le  of  shares 12,203 22,712 12,203 22,712

Rece ivab le  f rom subs id iar ies (83,112) (43,650) 58,110 6,345

Propert ies  for  sa le  and other 9,744 (1,622) 25,177 3,126

Permanent  assets

Investments 254,574 316,555 2,364

Property,  p lant  and equipment 89,756 185,364 312,383 411,196

Defer red charges 22,883 52,945 36,702 96,424

Transfer  of  property,  p lant  and equipment  i tems

to permanent  investments 5,659 23,230

Interest  on own cap i ta l 178,169 144,290 178,169 144,290

Repurchase of  shares 6,019 155,703 6,019 155,703

Goodwi l l  on acquis i t ion of  subs id iary  28,100

Acquis i t ion of  subs id iary

Work ing cap i ta l  (19,363)

Permanent  assets 74,817

Other  long-term assets  and l iab i l i t ies ,  net (55,454)

Total  funds used 505,317 836,808 663,433 873,476

Increase (decrease)  in working capital 131,664 (43,902) 447,903 148,807

Changes in working capital  

Current assets

At the end of  the year 1,106,461 822,162 2,723,110 1,959,203

At the beginn ing of  the year 822,162 795,086 1,959,203 1,678,694

284,299 27,076 763,907 280,509

Current l iabi l i t ies

At the end of  the year 1,225,032 1,072,397 1,889,123 1,573,119

At the beginn ing of  the year 1,072,397 1,001,419 1,573,119 1,441,417

152,635 70,978 316,004 131,702

Increase (decrease)  in working capital  131,664 (43,902) 447,903 148,807
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C o m p a n h i a  C e r v e j a r i a  B r a h m a   

N o t e s  t o  t h e  F i n a n c i a l  S t a t e m e n t s  

a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

A l l  a m o u n t s  i n  t h o u s a n d s  o f  r e a i s  u n l e s s  o t h e r w i s e  i n d i c a t e d

O p e r a t i o n s

(a) Business

C o m p a n h i a  C e r v e j a r i a  B r a h m a  i s  h e a d q u a r t e r e d  i n  R i o  d e  J a n e i r o  a n d  c o n d u c t s  i t s  o p e r a t i o n s  i n  t h e  c o n t e x t  o f  a

g r o u p  o f  c o m p a n i e s  w h i c h  a r e  j o i n t l y  a c t i v e  i n  t h e  p r o d u c t i o n  a n d  s a l e  o f  b e e r,  d r a f t  b e e r,  s o f t  d r i n k s ,  o t h e r

n o n - a l c o h o l i c  d r i n k s  a n d  m a l t .  T h e  b e n e f i t s  o f  i n t e r c o m p a n y  s e r v i c e s  a n d  t h e  c o s t s  o f  t h e  g r o u p ’s  o p e r a t i n g  a n d

a d m i n i s t r a t i v e  s t r u c t u r e  a r e  a l l o c a t e d  t o  t h e  c o m p a n i e s ,  i n d i v i d u a l l y  o r  p r o p o r t i o n a t e l y,  a s  i s  m o s t  p r a c t i c a b l e

a n d  r e a s o n a b l e  i n  t h e  c i r c u m s t a n c e s .  I t  a l s o  i m p o r t s  r a w  m a t e r i a l s  a n d  e x p o r t s  f i n i s h e d  p r o d u c t s .

T h e  c o m p a n y  h a s  h o l d i n g s  i n  s u b s i d i a r i e s  w i t h  o p e r a t i n g  a n d  p r o d u c t i o n  a c t i v i t i e s  p r e d o m i n a t e l y  i n  B r a z i l  a n d

o t h e r  S o u t h  A m e r i c a n  c o u n t r i e s .  D u r i n g  t h e  y e a r s  e n d e d  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8 ,  e x p o r t  s a l e s  w e r e

a p p r o x i m a t e l y  6 %  a n d  5 %  o f  t o t a l  c o n s o l i d a t e d  s a l e s ,  r e s p e c t i v e l y.

T h e  c o m p a n y ’s  s h a r e s  a r e  t r a d e d  o n  t h e  S ã o  P a u l o  a n d  R i o  d e  J a n e i r o  S t o c k  E x c h a n g e s  a n d  A m e r i c a n  D e p o s i t a r y

R e c e i p t s  –  A D R s ,  w h i c h  r e p r e s e n t  i t s  s h a r e s ,  a r e  t r a d e d  o n  t h e  N e w  Yo r k  S t o c k  E x c h a n g e .  I t  r e g i s t e r e d  t w o  c l a s s e s

o f  A m e r i c a n  D e p o s i t a r y  S h a r e s  –  A D S s ,  i n  c o n f o r m i t y  w i t h  t h e  U . S .  S e c u r i t i e s  A c t  o f  1 9 3 3  a n d  s u b s e q u e n t  c h a n g e s ,

each  one  repre sent ing  20  sha re s  w i th  no  pa r  va lue .  Banco  I t aú  S .A .  and  The  Bank  o f  New York  a re ,  r e spec t i ve l y, t h e

c u s t o d i a n  b a n k  i n  B r a z i l  a n d  t h e  d e p o s i t a r y  b a n k  a b r o a d  o f  t h e s e  A m e r i c a n  D e p o s i t a r y  S h a r e s .

(b) Associat ion for  the Creat ion of  Companhia de Bebidas das Américas –  AmBev

O n  J u l y  1 ,  1 9 9 9 ,  t h e  c o m p a n y  a n n o u n c e d  a n  a s s o c i a t i o n  w i t h  C o m p a n h i a  A n t a r c t i c a  P a u l i s t a  –  I n d ú s t r i a  B r a s i l e i r a

d e  B e b i d a s  e  C o n e x o s  –  A n t a r c t i c a  t o  c r e a t e  A m B e v.

T h i s  a s s o c i a t i o n  w a s  a n a l y z e d  b y  t h e  S E A E  –  S p e c i a l  S e c r e t a r i a t  f o r  M o n i t o r i n g  E c o n o m i c  A c t i v i t i e s ,  w h i c h ,

o n  S e p t e m b e r  1 1 ,  1 9 9 9 ,  i s s u e d  a  t e c h n i c a l  o p i n i o n  s u g g e s t i n g  t h e  a p p r o v a l  o f  t h e  a s s o c i a t i o n ,  h o w e v e r  w i t h

s o m e  r e s t r i c t i o n s  a m o n g  w h i c h  a r e  t h e  s a l e  o f  t h e  t o t a l  t a n g i b l e  a n d  i n t a n g i b l e  a s s e t s  o f  S k o l ,  w h i c h  i s

o w n e d  b y  t h e  c o m p a n y,  a s  w e l l  a s  t h e  s a l e  o f  o n e  o f  t h e  t w o  i n d u s t r i a l  p l a n t s  o w n e d  b y  t h e  c o m p a n y  a n d  b y

A n t a r c t i c a  l o c a t e d  i n  t h e  c i t i e s  o f  C u i a b á  a n d  M a n a u s .

A t  t h e  s a m e  t i m e ,  t h e  a s s o c i a t i o n  c a m e  u n d e r  r e v i e w  o f  t h e  S e c r e t a r i a t  o f  E c o n o m i c  R i g h t s  –  S D E ,  l i n k e d  t o

t h e  M i n i s t r y  o f  J u s t i c e ,  w h i c h  i s s u e d  a  t e c h n i c a l  o p i n i o n  d a t e d  J a n u a r y  3 1 ,  2 0 0 0 ,  r e c o m m e n d i n g  t h e  a p p r o v a l

o f  t h e  a s s o c i a t i o n  w i t h  s o m e  r e s t r i c t i o n s ,  a m o n g  w h i c h  a r e  t h e  s a l e  o f  o n e  o f  t h e  t h r e e  b e e r  b u s i n e s s e s  o f

A m B e v  ( B r a h m a ,  S k o l  o r  A n t a r c t i c a ) .

A m B e v  m a n a g e m e n t  d o e s  n o t  a g r e e  w i t h  t h e  b a s e s  o f  t h e  r e c o m m e n d a t i o n s  i n c l u d e d  i n  t h e  r e p o r t s  i s s u e d  b y

t h e s e  f e d e r a l  a g e n c i e s ,  a s  t h e  r e s t r i c t i o n s  w o u l d  n o t  m a k e  t h e  a s s o c i a t i o n  f e a s i b l e ,  s i n c e  i f  e n f o r c e d ,  t h e y

w o u l d  r e s u l t  i n  a  b u s i n e s s  u n i t  s m a l l e r  t h a n  t h a t  o f  C o m p a n h i a  C e r v e j a r i a  B r a h m a .

T h e  d o c u m e n t s  p e r t a i n i n g  t o  t h i s  a s s o c i a t i o n  w e r e  p r e s e n t e d  t o  C A D E  –  t h e  A d m i n i s t r a t i v e  C o u n c i l  f o r  E c o n o m i c

D e f e n c e  f o r  r e v i e w  a n d  c o m m e n t .  T h e  c o m p a n y  i s  a w a i t i n g  t h e  d e c i s i o n  o f  t h i s  b o d y  b e f o r e  s t a r t i n g  t h e

i n t e g r a t i o n  p r o c e s s .  
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(c ) Joint  venture and Franchis ing/Licensing Agreements

T h e  c o m p a n y  h a s  a  j o i n t  v e n t u r e  a n d  o t h e r  a g r e e m e n t s  f o r  t h e  p r o d u c t i o n  a n d  d i s t r i b u t i o n  o f  o t h e r  p r o d u c t

b r a n d s  i n  t h e  l o c a l  m a r k e t ,  a l l  a p p r o v e d  b y  t h e  a n t i - t r u s t  a u t h o r i t y,  C A D E ,  a s  d e s c r i b e d  b e l o w :

( i ) J o i n t  v e n t u r e  M i l l e r  B r e w i n g  d o  B r a s i l  L t d a . ,  w i t h  M i l l e r  B r e w i n g  1 8 5 5 ,  I n c . ,  f o r  t h e  p r o d u c t i o n  a n d

d i s t r i b u t i o n  o f  M i l l e r  p r o d u c t s  i n  B r a z i l  a n d  i n  o t h e r  S o u t h  A m e r i c a n  m a r k e t s .  P r o d u c t s  a r e  c u r r e n t l y  p r o d u c e d

a t  t h e  B r a h m a  p l a n t  i n  J a c a r e í .

( i i ) F r a n c h i s e  a g r e e m e n t  w i t h  P e p s i c o  I n t e r n a t i o n a l  I n c . ,  f o r  a  2 0 - y e a r  t e r m  r e n e w a b l e  f o r  a  f u r t h e r  1 0  y e a r s ,

w h i c h  p r o v i d e s  t h e  c o m p a n y  t h e  r i g h t  t o  d i s t r i b u t e  P e p s i  b r a n d  p r o d u c t s  t h r o u g h o u t  B r a z i l .

( i i i ) L i c e n s i n g  a g r e e m e n t s  w i t h  C a r l s b e r g  A S  t o  p r o d u c e  a n d  d i s t r i b u t e  C a r l s b e r g  b e e r  i n  B r a z i l  a n d  w i t h  I n d ú s t r i a s

G e s s y  L e v e r  L t d a .  t o  p r o d u c e  a n d  d i s t r i b u t e  L i p t o n  I c e  Te a  b r a n d  p r o d u c t s .

S i g n i f i c a n t  A c c o u n t i n g  P o l i c i e s

(a) F inancial  Statements

T h e  f i n a n c i a l  s t a t e m e n t s  o f  t h e  p a r e n t  c o m p a n y  a n d  t h e  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  w e r e  p r e p a r e d  a n d

a r e  p r e s e n t e d  i n  a c c o r d a n c e  w i t h  t h e  a c c o u n t i n g  p r i n c i p l e s  d e t e r m i n e d  b y  B r a z i l i a n  c o r p o r a t e  l e g i s l a t i o n  a n d

i n s t r u c t i o n s  o f  t h e  B r a z i l i a n  S e c u r i t i e s  C o m m i s s i o n  ( C V M ) .

W h e n  p r e p a r i n g  f i n a n c i a l  s t a t e m e n t s ,  e s t i m a t e s  a r e  n e c e s s a r i l y  a p p l i e d  t o  r e c o r d  c e r t a i n  a s s e t s ,  l i a b i l i t i e s  a n d

o t h e r  t r a n s a c t i o n s .  T h e  f i n a n c i a l  s t a t e m e n t s ,  t h e r e f o r e ,  i n c l u d e  v a r i o u s  e s t i m a t e s  a n d  a s s u m p t i o n s  r e l a t i n g

t o  t h e  s e l e c t i o n  o f  t h e  u s e f u l  l i v e s  o f  p r o p e r t y ,  p l a n t  a n d  e q u i p m e n t ,  p r o v i s i o n s  f o r  c o n t i n g e n t  l i a b i l i t i e s ,

d e t e r m i n a t i o n s  o f  p r o v i s i o n s  f o r  i n c o m e  t a x  a n d  o t h e r  s i m i l a r  p r o v i s i o n s ,  a n d  c o n s e q u e n t l y  t h e  a c t u a l  r e s u l t s

o f  o p e r a t i o n s  m a y  b e  d i f f e r e n t  i n  r e l a t i o n  t o  t h e  e s t i m a t e s .

(b) Determination of  Net Income

S a l e s  a n d  c o s t  o f  s a l e s  a r e  r e c o r d e d  o n  s h i p m e n t  o f  p r o d u c t s .  O t h e r  i n c o m e  a n d  e x p e n s e s  a r e  r e c o g n i z e d  o n  a n

a c c r u a l  b a s i s .

I n c o m e  t a x  i s  c a l c u l a t e d  a t  t h e  r a t e  o f  1 5 %  p l u s  a  s u r c h a r g e  o f  1 0 % ,  a n d  t h e  s o c i a l  c o n t r i b u t i o n  o n  n e t  i n c o m e

i s  c a l c u l a t e d  a t  t h e  r a t e  o f  8 %  f o r  1 9 9 8  a n d  f o r  t h e  p e r i o d  f r o m  J a n u a r y  t h r o u g h  A p r i l  1 9 9 9 .  F o r  t h e  p e r i o d  f r o m

M a y  t h r o u g h  D e c e m b e r  1 9 9 9 ,  t h i s  c o n t r i b u t i o n  w a s  c a l c u l a t e d  a t  t h e  i n c r e a s e d  r a t e  o f  1 2 %  ( N o t e  1 3 ) .

(c ) Current Assets  and Long-term Receivables

T h e  a l l o w a n c e  f o r  d o u b t f u l  a c c o u n t s  i s  e s t a b l i s h e d  i n  a n  a m o u n t  c o n s i d e r e d  s u f f i c i e n t  t o  c o v e r  p r o b a b l e  l o s s e s

o n  c o l l e c t i o n .  

I n v e n t o r i e s  a r e  s t a t e d  a t  t h e  a v e r a g e  c o s t  o f  p u r c h a s e  o r  p r o d u c t i o n ,  w h i c h  i s  l o w e r  t h a n  r e p l a c e m e n t  c o s t  o r

r e a l i z a b l e  a m o u n t s .

M a r k e t a b l e  s e c u r i t i e s  c o m p r i s i n g  m a i n l y  b a n k  d e p o s i t  c e r t i f i c a t e s  a n d  f i n a n c i a l  i n v e s t m e n t  f u n d s  a n d  o t h e r

a s s e t s  a n d  r e c e i v a b l e s  a r e  r e c o r d e d  a t  c o s t  o r  r e a l i z a b l e  a m o u n t s  i n c l u d i n g ,  w h e n  a p p l i c a b l e ,  a c c r u e d  e a r n i n g s

a n d  m o n e t a r y  a n d  f o r e i g n  e x c h a n g e  l o s s e s  o r  g a i n s .

(d) Permanent Assets

T h e s e  a r e  s t a t e d  a t  c o s t  i n c l u d i n g  r e s t a t e m e n t s  u p  t o  D e c e m b e r  3 1 ,  1 9 9 5 ,  a n d  c o n s i d e r  t h e  f o l l o w i n g :

• I n v e s t m e n t s  i n  s u b s i d i a r y  a n d  j o i n t l y  c o n t r o l l e d  c o m p a n i e s  a r e  r e c o r d e d  b y  t h e  e q u i t y  m e t h o d .
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• P r o p e r t y,  p l a n t  a n d  e q u i p m e n t  i s  s t a t e d  a t  c o s t  a n d  i n c l u d e s  i n t e r e s t  c a p i t a l i z e d  d u r i n g  t h e  c o n s t r u c t i o n  o f

m a j o r  f a c i l i t i e s .  M a i n t e n a n c e  a n d  r e p a i r s  a r e  e x p e n s e d  a s  i n c u r r e d .

• B o t t l e s  a n d  c r a t e s  a r e  c l a s s i f i e d  w i t h  p r o p e r t y,  p l a n t  a n d  e q u i p m e n t .  L o s s e s  f r o m  b o t t l e  a n d  c r a t e  b r e a k a g e s

d u r i n g  p r o d u c t i o n  a r e  i n c l u d e d  i n  c o s t  o f  s a l e s .

• D e p r e c i a t i o n  i s  c a l c u l a t e d  o n  a  s t r a i g h t - l i n e  b a s i s  c o n s i d e r i n g  t h e  u s e f u l  e c o n o m i c  l i f e  o f  t h e  a s s e t s  a t  t h e

a n n u a l  r a t e s  l i s t e d  i n  N o t e  7 .  

• D e f e r r e d  c h a r g e s ,  c o n s i s t i n g  m a i n l y  o f  p r e - o p e r a t i n g  e x p e n s e s  i n c u r r e d  o n  t h e  c o n s t r u c t i o n  a n d  e x p a n s i o n  o f

p l a n t s  a n d  c o m m e r c i a l  u n i t s ,  a r e  a m o r t i z e d  o n  t h e  s t r a i g h t - l i n e  b a s i s  o v e r  a  p e r i o d  o f  u p  t o  t e n  y e a r s  a s  f r o m  t h e

d a t e  b e n e f i t s  s t a r t  t o  b e  g e n e r a t e d .

(e) Current and Long-term Liabi l i t ies

These  a re  s ta ted  a t  known or  e s t imated  amount s  in c lud ing ,  when  app l i cab le ,  a c c rued  charges  and  moneta ry  and

fore ign  exchange  ga ins  o r  lo s se s .

( f ) Contingent Assets

The  company  has  f i led  var ious  lega l  proceedings  contes t ing  the  const i tut iona l i ty  of  taxes ,  main ly  IP I  and  ICMS,  which ,

due to their  cont ingent  nature,  are  recorded as  gains  only  when assured by a  f inal  unappealable  favorable dec i s ion.

C o n s o l i d a t e d  F i n a n c i a l  S t a t e m e n t s

T h e  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  w e r e  p r e p a r e d  i n  c o n f o r m i t y  w i t h  t h e

c o n s o l i d a t i o n  p r i n c i p l e s  e s t a b l i s h e d  b y  B r a z i l i a n  c o r p o r a t e  l e g i s l a t i o n  a n d  t h e  i n s t r u c t i o n s  i s s u e d  b y  t h e  C V M ,

a n d  i n c l u d e  t h e  f i n a n c i a l  s t a t e m e n t s  o f  t h e  c o m p a n y,  i t s  d i r e c t  a n d  i n d i r e c t  s u b s i d i a r i e s ,  a n d  t h o s e  o f  j o i n t l y

c o n t r o l l e d  c o m p a n i e s .  T h e  f o l l o w i n g  a r e  t h e  p r i n c i p a l  s u b s i d i a r i e s  i n c l u d e d  i n  t h e s e  f i n a n c i a l  s t a t e m e n t s :

C o m p a n h i a  C e r v e j a r i a  B r a h m a  

N o t e s  t o  t h e  F i n a n c i a l  S t a t e m e n t s  

a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

A l l  a m o u n t s  i n  t h o u s a n d s  o f  r e a i s  u n l e s s  o t h e r w i s e  i n d i c a t e d

Percentage ownership
direct  and indirect

Name of  company 1999 and 1998
Dahlen S .A.  100.0

Eagle  D is t r ibu idora  de Bebidas  S .A. 100.0

Ja lua S .A.  100.0

Peps i  Cola  Engarrafadora Ltda. 100.0

Mal ter ia  Pampa S .A.  100.0

Cerve jar ias  Reunidas  Sko l  Caracu S .A.  99.9

CRBS S .A. 99.7

Cerve jar ia  Águas  C laras  S .A. (* )  93.3

C.C.B.A.  Soc iedad Anonima 70.0

C.A.  Cervecera  Nac iona l  50.2

(*)  1998:  96.3%
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I n  1 9 9 8 ,  t h e  c o m p a n y  b o u g h t  6 0 %  o f  t h e  c a p i t a l  o f  M a l t e r i a  P a m p a  S . A .  f r o m  C a n a d a  M a l t i n g  C o .  L t d .  f o r

R $  6 1 , 4 2 0 ,  i n c r e a s i n g  i t s  h o l d i n g  t o  1 0 0 % ,  o f  w h i c h  6 0 %  i s  d i r e c t  a n d  4 0 %  i n d i r e c t .  T h e  a g g r e g a t e  g o o d w i l l

p a i d  o n  t h e s e  a c q u i s i t i o n s  a m o u n t e d  t o  R $  2 8 , 1 0 0 ,  r e f l e c t i n g  f u t u r e  e x p e c t e d  p r o f i t a b i l i t y ,  t o  b e  a m o r t i z e d

o v e r  t e n  y e a r s  o n  a  s t r a i g h t - l i n e  b a s i s  a s  f r o m  1 9 9 8 .  D u r i n g  t h e  t h i r d  q u a r t e r  o f  1 9 9 8 ,  u p o n  a c q u i r i n g

s h a r e  c o n t r o l ,  M a l t e r i a  P a m p a  S . A .  b e c a m e  a  w h o l l y  o w n e d  s u b s i d i a r y .

T h e  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  a l s o  i n c l u d e  t h e  p r o p o r t i o n a l  c o n s o l i d a t i o n  o f  t h e  a s s e t s  a n d  l i a b i l i t i e s  o f

t h e  f o l l o w i n g  c o m p a n i e s  w h i c h  a r e  j o i n t l y  c o n t r o l l e d  t h r o u g h  s t o c k h o l d e r s ’  a g r e e m e n t s :

P u r s u a n t  t o  t h e  s t o c k h o l d e r s ’  a g r e e m e n t s ,  d e c i s i o n s  r e g a r d i n g  t h e s e  c o m p a n i e s  a r e  m a d e  j o i n t l y  a n d  n e t  i n c o m e

i s  d i s t r i b u t e d  b a s e d  o n  t h e  p e r c e n t a g e  h o l d i n g  o f  e a c h  p a r t y  i n  t h e  t o t a l  c a p i t a l .  T h e  c o m p a n y  p r o p o r t i o n a t e l y

c o n s o l i d a t e s  t h e s e  j o i n t l y  c o n t r o l l e d  c o m p a n i e s ,  b e c a u s e  t h e  a g r e e m e n t s  i m p e d e  m a j o r i t y  s h a r e h o l d i n g s  ( d i r e c t

a n d  i n d i r e c t ) .

F o r  t h e  y e a r s  e n d e d  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8 ,  t h e  b a s e  d a t e s  f o r  t h e  p r e p a r a t i o n  o f  t h e  s u b s i d i a r i e s ’ f i n a n c i a l

s t a t e m e n t s  i n c l u d e d  i n  t h e  c o n s o l i d a t i o n  c o i n c i d e  w i t h  t h o s e  o f  t h e  p a r e n t  c o m p a n y  ( D e c e m b e r  3 1 ) ,  e x c e p t

f o r  M a l t e r i a  P a m p a  S . A .  f o r  t h e  y e a r  e n d e d  D e c e m b e r  3 1 ,  1 9 9 8 ,  w h e n  t h e  f i n a n c i a l  s t a t e m e n t s  u s e d  i n  t h e

c o n s o l i d a t i o n  w e r e  p r e p a r e d  a s  o f  N o v e m b e r  3 0 ,  1 9 9 8 .

O n  c o n s o l i d a t i o n ,  i n v e s t m e n t s  a r e  e l i m i n a t e d  i n  t h e  p r o p o r t i o n  o f  t h e  p a r t i c i p a t i o n  o f  t h e  i n v e s t o r s  i n  t h e

s t o c k h o l d e r s ’  e q u i t y  a n d  i n  t h e  r e s u l t s  o f  t h e  i n v e s t e e s ,  a n d  t h e  i n t e r c o m p a n y  a s s e t s  a n d  l i a b i l i t i e s ,  i n c o m e

a n d  e x p e n s e s  a n d  u n r e a l i z e d  p r o f i t s  o n  i n t e r c o m p a n y  t r a n s a c t i o n s .

M i n o r i t y  i n t e r e s t  i n  e q u i t y  a n d  n e t  i n c o m e  a r e  p r e s e n t e d  s e p a r a t e l y.  A l s o ,  t h e  a s s e t s ,  l i a b i l i t i e s  a n d  i n c o m e  a n d

e x p e n s e  o f  c o m p a n i e s  u n d e r  j o i n t  c o n t r o l  a r e  c o n s o l i d a t e d  i n  p r o p o r t i o n  t o  t h e  p e r c e n t a g e  h o l d i n g .

To t a l  a s s e t s  p r o p o r t i o n a t e l y  c o n s o l i d a t e d  a m o u n t  t o  R $  1 2 5 , 2 6 0  ( 1 9 9 8  –  R $  1 3 7 , 3 0 2 ) ,  a n d  n e t  w o r k i n g  c a p i t a l

t o  R $  1 6 , 0 2 0  ( 1 9 9 8  –  R $  7 7 0  –  n e g a t i v e ) .

Direct  percentage 
holding in the capital  

in  1999 and 1998
Total Voting

Cerve jar ia  Miranda Corrêa S .A. 60.7 49.5

Mi l le r  Brewing do Bras i l  L tda. 50.0 50.0

P i l comayo Par t i c ipações  S .A. 50.0 50.0

Cerve jar ia  Ast ra  S .A.  (* )  43.1 53.7

(*)  1998:  40.9%
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C o m p a n h i a  C e r v e j a r i a  B r a h m a  

N o t e s  t o  t h e  F i n a n c i a l  S t a t e m e n t s  

a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

A l l  a m o u n t s  i n  t h o u s a n d s  o f  r e a i s  u n l e s s  o t h e r w i s e  i n d i c a t e d

I n v e n t o r i e s

Parent company Consol idated
1999 1998 1999 1998

F in i shed products 42,297 46,185 68,748 77,412

Work in  progress 19,580 18,756 26,877 25,075

Raw mater ia l s 95,560 81,838 196,547 176,520

Product ion mater ia l s 17,938 19,537 32,604 38,376

Bott les  and crates 845 12,268 9,776

Warehouse 25,970 25,440 44,495 41,478

Other 3,144 1,794 4,048

201,345 195,745 383,333 372,685

Subsidiar ies

Number Net
of shares Adjusted income
or quotas Direct stockholders’ (loss)

Name of company held holding – % equity for the year
Cerve jar ia  Águas  C laras  S .A. 128,972,432 93.30 137,692 (2,746)

Cerve jar ia  Ast ra  S .A. 21,929,827 43.06 82,786 7,320

Cerve jar ia  Miranda Corrêa S .A. 2,052,414 60.76 (9,322) (9 ,339)

Cerve jar ias  Reunidas  Sko l  Caracu S .A. 12,756 99.69 139,292 (16,256)

CRBS S .A. 727,533,886 94.76 562,928 67,435

Dahlen S .A. 50,000 100.00 43,985 (1,068)

Eag le  D is t r ibu idora  de Bebidas  S .A. 115,611 99.94 206,163 (6,695)

Gibra l  Trad ing e  Par t i c ipações  S .A. 1,666 33.32 36

Pi lcomayo Par t i c ipações  S .A. 20,783,000 50.00 (57,003) (20,545)

Ja lua S .A. 79,020,535 41.26 1,681,266 545,724

Arosuco Aromas e  Sucos  S .A.  360 99.10 47,465 22,076

Malter ia  Pampa S .A. 1,439,747,100 60.00 54,770 (15,916)

Mi l le r  Brewing do Bras i l  L tda. 12,992,060 50.00 (13,272) (4 ,525)

CCB Paraguay S .A. 30,000 99.90 1,107 631

Peps i  Cola  Engarrafadora Ltda. 659,695,642 99.28 97,769 (101,010)

Other  companies  –  ind i rect  contro l

Prov i s ion for  loss  on investments

Goodwi l l  on acquis i t ion of  subs id iary,  net

December  31,  1999

December  31,  1998

4

5 I n v e s t m e n t s  i n  S u b s i d i a r i e s  a n d  J o i n t l y  c o n t r o l l e d  C o m p a n i e s

P o s i t i o n ,  h o l d i n g  a n d  i n f o r m a t i o n  a t  D e c e m b e r  3 1 ,  1 9 9 9 :
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Parent company Balances (parent company)

Equity in the Receivable Payable
Book value of earnings Dividends (current and (current and 

investment (losses) received long term) long term)
128,467 (3,362) 123 28,941

35,648 3,752 6,615 43,924

58 17,409

138,862 (16,652) 59,953 63,995

533,432 63,236 66,925 6,904

43,985 (1,068)

206,039 (6,733) 314

12

693,689 285,932 37,357

47,046 27,854 66 45,792

32,862 (10,215)

3,821

1,098 630

97,065 (22,381) 45,726

79,164 863

(40,801)

7,682

1,925,086 320,993 133,551 197,451 176,948

1,555,382 201,966 35,555 310,918 284,519
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C o m p a n h i a  C e r v e j a r i a  B r a h m a  

N o t e s  t o  t h e  F i n a n c i a l  S t a t e m e n t s  

a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

A l l  a m o u n t s  i n  t h o u s a n d s  o f  r e a i s  u n l e s s  o t h e r w i s e  i n d i c a t e d

D u r i n g  t h e  s e c o n d  q u a r t e r  o f  1 9 9 9 ,  t h e  c o m p a n y  f o r m e d  A r o s u c o  A r o m a s  e  S u c o s  S . A . ,  w h i c h  o r i g i n a t e d  f r o m

t h e  s p i n - o f f  o f  t h e  C e r v e j a r i a  M i r a n d a  C o r r ê a  S . A .  s u b s i d i a r y  

T h e  p r o v i s i o n  f o r  l o s s  o n  i n v e s t m e n t s  a t  D e c e m b e r  3 1 ,  1 9 9 9  b a s i c a l l y  r e f e r s  t o  t h e  c o m p a n y ’s  p a r t i c i p a t i o n  i n  t h e

a m o u n t  b y  w h i c h  l i a b i l i t i e s  e x c e e d  t h e  a s s e t s  o f  s u b s i d i a r i e s  P i l c o m a y o  P a r t i c i p a ç õ e s  S . A . ,  M i l l e r  B r e w i n g d o  B r a s i l

L t d a .  a n d  C e r v e j a r i a  M i r a n d a  C o r r ê a  S . A .  I n  1 9 9 8 ,  i t  r e f e r s  t o  a  s i m i l a r  p r o v i s i o n  f o r  s u b s i d i a r i e s P e p s i  C o l a

E n g a r r a f a d o r a  L t d a . ,  P i l c o m a y o  P a r t i c i p a ç õ e s  S . A .  a n d  M i l l e r  B r e w i n g  d o  B r a s i l  L t d a .  T h e  c o n t r a - a c c o u n t  f o r  t h i s

p r o v i s i o n  i s  r e c o r d e d  i n  “ O t h e r  n o n - o p e r a t i n g  ( e x p e n s e s )  i n c o m e ” .

T h e  p r o v i s i o n  f o r  l o s s  o n  t h e  i n v e s t m e n t  i n  P e p s i  C o l a  E n g a r r a f a d o r a  L t d a . ,  o f  R $  4 8 , 4 4 8  a t  D e c e m b e r  3 1 ,  1 9 9 8 ,

w a s  r e v e r s e d  i n  1 9 9 9  b y  r e a s o n  o f  a  c a p i t a l  i n c r e a s e  o f  R $  2 4 2 , 5 5 2  i n  t h i s  s u b s i d i a r y.

D u r i n g  t h e  y e a r  e n d e d  D e c e m b e r  3 1 ,  1 9 9 9 ,  P a n a r o  S . A . ,  w h i c h  w a s  n o t  o p e r a t i n g ,  w a s  d i s s o l v e d .

Tr a n s a c t i o n s  w i t h  R e l a t e d  P a r t i e s

T h e s e  t r a n s a c t i o n s  c o n s i s t  m a i n l y  o f  s a l e s  t o  b e v e r a g e  d i s t r i b u t o r s  w h i c h  a r e  c o n t r o l l e d  b y  t h e  c o m p a n y  o r

t o  o t h e r  c o m p a n i e s  w h i c h ,  b e s i d e s  b e i n g  p r o d u c e r s ,  a l s o  d i s t r i b u t e  p r o d u c t s  t o  p o i n t s  o f  s a l e ;  t h e s e  a m o u n t s

w e r e  e l i m i n a t e d  i n  t h e  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s .

Tr a n s a c t i o n s  w i t h  s u b s i d i a r y  c o m p a n i e s  w h i c h  a r e  m a i n l y  e n g a g e d  i n  t h e  p r o d u c t i o n  a n d  s a l e  o f  b e e r,  d r a f t

b e e r,  a n d  s o f t  d r i n k s ,  a s  w e l l  a s  n o n - a l c o h o l i c  d r i n k s  a n d  t h e  b o t t l i n g  o f  m i n e r a l  w a t e r,  a r e  a t  n o r m a l  m a r k e t

p r i c e s  a n d  c o n d i t i o n s ,  w i t h i n  t h e  c o n t e x t  o f  t h e  B r a h m a  g r o u p ’s  o p e r a t i o n s .  I n  1 9 9 9  a n d  1 9 9 8 ,  l o a n  a g r e e m e n t s

b e t w e e n  t h e  p a r e n t  c o m p a n y  a n d  s u b s i d i a r i e s  h a v e  n o  d u e  d a t e s  a n d  b e a r  i n t e r e s t  c h a r g e s  e q u i v a l e n t  t o t h o s e

o b t a i n e d  o n  f i n a n c i a l  r e s o u r c e s  r a i s e d  i n  t h e  m a r k e t  b y  t h e  p a r e n t  c o m p a n y.

T h e  f i n a n c i a l  s t a t e m e n t s  o f  s i g n i f i c a n t  s u b s i d i a r i e s  w e r e  a u d i t e d  o r  r e v i e w e d  b y  o u r  i n d e p e n d e n t  a c c o u n t a n t s .

Parent company Consol idated
1999 1998 1999 1998

Transact ions  dur ing the year  

Sa les  204,687 148,710 636,725 478,375

Cost  of  sa les (121,219) (96,047) (458,670) (335,744)

Interest  expense on loan agreements ,  net 15,109 8,664

Guarantees  and suret ies  prov ided 475,724 129,700 1,166,100 916,485

6
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P r o p e r t y,  P l a n t  a n d  E q u i p m e n t

C o n s t r u c t i o n  i n  p r o g r e s s ,  a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8 ,  b a s i c a l l y  r e l a t e s  t o  o p e r a t i n g  i m p r o v e m e n t s .

D u r i n g  1 9 9 8  a n d  1 9 9 7 ,  t h e  n e w  S e r g i p e  a n d  R i o  G r a n d e  d o  S u l  p l a n t s  w e r e  c o m p l e t e d  a n d  b e c a m e  o p e r a t i o n a l .

T h e s e  i n v e s t m e n t s  w e r e  f u n d e d  b y  t h e  c o m p a n y ’ s  o w n  r e s o u r c e s  a n d  b y  f i n a n c i n g  f r o m  t h e  N a t i o n a l  B a n k

f o r E c o n o m i c  a n d  S o c i a l  D e v e l o p m e n t  ( B N D E S ) ,  t h r o u g h  t h e  F I N A M E / F I N E M  p r o g r a m s ,  a n d  f r o m  t h e

I n t e r n a t i o n a l  F i n a n c e  C o r p o r a t i o n  –  I F C .

A t  D e c e m b e r  3 1 ,  1 9 9 9 ,  1 3  p l a n t s  o w n e d  b y  t h e  c o m p a n y  a n d  i t s  s u b s i d i a r i e s  a r e  i n  t h e  p h a s e  o f  b e i n g

decommis s ioned ,  w i th  a  book  va lue ,  net  o f  accumulated  deprec ia t ion ,  o f  R$  86 ,709  (December  31 ,  1998  –  R$  90 ,986 ) .

D u r i n g  1 9 9 9 ,  a n  i n t e r n a l  s t u d y  t o  e v a l u a t e  t h e  s i t u a t i o n  o f  n o n - o p e r a t i n g  a s s e t s  a n d  t h e  p o t e n t i a l  f o r

l o s s e s  a r i s i n g  f r o m  t h e  d e c o m m i s s i o n i n g  o f  p l a n t s  b e i n g  p h a s e d  o u t  o f  w a s  c o n c l u d e d .  A s  a  r e s u l t  o f  t h i s

s t u d y,  w h i c h  c o n s i d e r e d ,  a m o n g  o t h e r  a s s u m p t i o n s ,  t h e  u s e f u l  l i f e  o f  t h e  n o n - o p e r a t i n g  a s s e t s ,  t e c h n o l o g i c a l

o b s o l e s c e n c e  o f  m a c h i n e r y  a n d  e q u i p m e n t  a n d  a n  a n a l y s i s  o f  t h e  f e a s i b i l i t y  o f  s a l e  o f  t h e p r o p e r t i e s ,  c e r t a i n

a s s e t s ,  d e f i n e d  a s  n o t - r e u s a b l e  i n  t h e  i n d u s t r i a l  p r o c e s s  w e r e  e x c l u d e d  f r o m  f i x e d  a s s e t s  a s  t h e s e  a r e  t o  b e

s o l d  o r  s c r a p p e d .  T h e  n e t  b o o k  v a l u e  o f  s c r a p p e d  i t e m s  w a s  r e c o r d e d  i n  “ O t h e r  n o n - o p e r a t i n g e x p e n s e s / i n c o m e ”

a n d  t h e  i t e m s  f o r  s a l e  t r a n s f e r r e d  t o  t h e  P r o p e r t i e s  f o r  s a l e  a c c o u n t .  A t  D e c e m b e r  3 1 ,  1 9 9 9 ,  a  p r o v i s i o n  o f

R $  7 , 7 1 0  w a s  r e c o r d e d  t o  m e e t  l o s s e s  w h i c h  m a y  a r i s e  f r o m  d e c o m m i s s i o n i n g  t h e  r e m a i n i n g  a s s e t s , w h i c h  i s

c o n s i d e r e d  s u f f i c i e n t  b y  m a n a g e m e n t .

P r o p e r t i e s  f o r  s a l e  a t  D e c e m b e r  3 1 ,  1 9 9 9  ( R $  5 , 4 4 7  o f  t h e  p a r e n t  c o m p a n y  a n d  R $  1 6 , 6 9 0  c o n s o l i d a t e d )  a r e

c l a s s i f i e d  a s  l o n g - t e r m  r e c e i v a b l e s  a t  t h e  r e s p e c t i v e  e s t i m a t e d  r e a l i z a t i o n  a m o u n t s .

P r o p e r t i e s  n o t  i n  u s e  a t  D e c e m b e r  3 1 ,  1 9 9 9  ( R $  5 , 6 5 9  o f  t h e  p a r e n t  c o m p a n y  a n d  R $  2 3 , 2 3 0  c o n s o l i d a t e d )  a r e

c l a s s i f i e d  a s  p e r m a n e n t  a s s e t s  a t  t h e i r  e s t i m a t e d  r e a l i z a t i o n  a m o u n t s .

Parent company Consol idated
Annual

depreciation
1999 1998 1999 1998 rates – %

Cost

Bui ld ings  and const ruct ions 436,321 462,491 910,924 872,321 4 

Machinery  and equipment 1,246,441 1,268,694 2,182,646 2,093,904 10 to 20

Vehic les 18,521 17,049 29,125 33,161 20 

Offs i te  equipment  and other  assets 143,537 139,943 278,195 290,067 10 

Forestat ion and reforestat ion 2,231 2,196 3,082 3,047 4

1,847,051 1,890,373 3,403,972 3,292,500

Accumulated deprec iat ion (1,066,028) (884,346) (1 ,705,046) (1 ,396,614)

781,023 1,006,027 1,698,926 1,895,886

Cost  of  i tems not  sub ject  to  deprec iat ion 

Land 31,940 32,809 95,797 86,486

Intangib le  assets 19,440 18,594 43,635 38,788

Const ruct ion in  progress 14,610 34,967 60,222 94,802

847,013 1,092,397 1,898,580 2,115,962
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L o a n s  a n d  F i n a n c i n g

Abbreviat ions used:

IFC –  International  F inance Corporat ion

UFIR –  F iscal  Reference Unit

TJLP –  Long-term Interest  Rate

LIBOR – London Interbank Offered Rate

C o m p a n h i a  C e r v e j a r i a  B r a h m a  

N o t e s  t o  t h e  F i n a n c i a l  S t a t e m e n t s  

a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

A l l  a m o u n t s  i n  t h o u s a n d s  o f  r e a i s  u n l e s s  o t h e r w i s e  i n d i c a t e d

Local  currency

Type/purpose Interest  charges Final  due date

Working cap i ta l  Interest  of  14.7% p.a . December  2005

Raw mater ia l s Interest  of  8 .7% p.a . Ju ly  2000

ICMS f i sca l  incent ives Interest  of  0 .2% p.a .  above the UF IR  December  2025

Acquisition of equipment – BNDES – FINAME Interest  of  1 .4% and 6% p.a .   

above the TJLP August  2006

Plant construction and expansion – BNDES – FINEM Interest  of  1 .2% and 5.5% p.a .  

above the TJLP  November  2005

Total  local  currency

Foreign currency

Type/purpose Interest  charges Final  due date

Working cap i ta l Interest  of  7 .8% to 8.3% p.a .  

p lus  exchange rate  var ia t ion June 2000

Raw mater ia l  Imports Interest  of  7 .3% to 9.3% p.a .

p lus  exchange rate  var ia t ion September  2002

Equipment  –  I FC Interest  of  8 .6% to 10.6% p.a .

p lus  exchange rate  var ia t ion June 2003

Total  foreign currency

Total  debt

8
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Parent company Consol idated

Current Long-term Current Long-term
1999 1998 1999 1998 1999 1998 1999 1998

1,291 557 1,865 23,747 20,591

23,894 14,143 23,965 14,143

89,709 82,790 4,201 99,746 120,445

35,650 114,685 39,122 64,511 44,735 120,255 103,972 78,426

176,228 64,899 545,977 523,974 181,828 79,115 551,347 548,480

235,772 195,018 674,808 671,275 251,085 219,579 778,812 767,942

Parent company Consol idated

Current Long-term Current Long-term
1999 1998 1999 1998 1999 1998 1999 1998

172,954 92,840

347,318 365,691 14,147 464,245 493,342 1,622 22,888

73,379 39,614 54,508 73,009 154,644 92,988 158,229 190,339

420,697 405,305 54,508 87,156 791,843 679,170 159,851 213,227

656,469 600,323 729,316 758,431 1,042,928 898,749 938,663 981,169
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(a) Col lateral

L o a n s  a n d  f i n a n c i n g  f o r  t h e  e x p a n s i o n  a n d  c o n s t r u c t i o n  o f  p l a n t s ,  a s  w e l l  a s  f o r  p u r c h a s e s  o f  e q u i p m e n t

a r e  s e c u r e d  b y  m o r t g a g e s  o n  t h e  p r o p e r t i e s  a n d  f i n a n c i a l  l i e n s  o n  t h e  e q u i p m e n t .  L o a n s  f o r  t h e  p u r c h a s e  o f

r a w  m a t e r i a l s ,  p r i m a r i l y  m a l t ,  a r e  g u a r a n t e e d  b y  p r o m i s s o r y  n o t e s  a n d  g r o u p  c o m p a n i e s .

(b) Due Dates

L o n g - t e r m  l o a n s  a n d  f i n a n c i n g  f a l l  d u e  a s  f o l l o w s :

(c ) IFC and BNDES

I n  1 9 9 6 ,  t h e  c o m p a n y  a n d  v a r i o u s  s u b s i d i a r i e s  o b t a i n e d  r e s o u r c e s  f r o m  t h e  I F C  a m o u n t i n g  t o  U S $  1 5 8 , 0 0 0

t h o u s a n d  ( c o n s o l i d a t e d  –  U S $  2 4 0 , 5 0 0  t h o u s a n d ) ,  w h i c h  w e r e  u s e d  t o  f i n a n c e  t h e  1 9 9 4 / 1 9 9 5  i n v e s t m e n t  p r o g r a m

i n  a d d i t i o n  t o  own resources  and  BNDES  and F INAME l ines  of  c red i t .  Par t  of  the  I FC  loan  (3 .16%)  may  be  converted

into pref e r r e d  s h a r e s  o f  t h e  c o m p a n y,  a t  t h e  o p t i o n  o f  I F C  ( 1 0 , 7 4 5  t h o u s a n d  p r e f e r r e d  s h a r e s  h a v e  b e e n  r e s e r v e d ,

a s  i n d i c a t e d  i n  N o t e  9 ( c ) ) .

I n  r e g a r d s  t o  t h i s  f i n a n c i n g ,  t h e  c o m p a n y  a n d  s o m e  o f  i t s  s u b s i d i a r i e s  a s s u m e d  c e r t a i n  o b l i g a t i o n s  w i t h  t h e

I F C ,  i n c l u d i n g :

• C o m m i t m e n t  t o  i n v e s t  a l l  t h e  r e s o u r c e s  i n  t h e  a p p r o v e d  i n v e s t m e n t  p r o g r a m  a s  f o l l o w s :  ( i )  c o n s t r u c t i o n  o f

t w o  b e e r  a n d  s o f t  d r i n k s  p r o d u c t i o n  p l a n t s ;  ( i i )  e x p a n s i o n  a n d  m o d e r n i z a t i o n  o f  s e v e n  o t h e r  p l a n t s  a n d  ( i i i )

v a r i o u s  c a p i t a l  e x p e n d i t u r e s .

• M a i n t a i n  c e r t a i n  b a l a n c e  s h e e t  i n d i c e s  w i t h i n  s p e c i f i e d  l i m i t s .

• C o m p l y  w i t h  t h e  r e g u l a t i o n s  o f  t h e  Wo r l d  B a n k  e n v i r o n m e n t a l  i m p a c t  p o l i c y.  

• C o n t r a c t  s u f f i c i e n t  i n s u r a n c e  c o v e r a g e .

• S u b s t a n t i a l l y  m a i n t a i n  i t s  c u r r e n t  p l a n t s .

O n  D e c e m b e r  3 1 ,  1 9 9 9 ,  t h e  c o m p a n y  a n d  i t s  s u b s i d i a r i e s  a r e  c o m p l i a n t  w i t h  t h e s e  c o n t r a c t u a l  o b l i g a t i o n s .

C o m p a n h i a  C e r v e j a r i a  B r a h m a

N o t e s  t o  t h e  F i n a n c i a l  S t a t e m e n t s  

a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

A l l  a m o u n t s  i n  t h o u s a n d s  o f  r e a i s  u n l e s s  o t h e r w i s e  i n d i c a t e d

1999 1998
Parent Parent

company Consolidated company Consolidated

2000 220,338 283,246

2001 204,315 275,313 146,512 195,674

2002 180,172 214,974 141,668 170,415

2003 155,933 172,910 119,047 128,554

2004 130,808 161,837 97,043 129,067

2005 and subsequent  years 58,088 113,629 33,823 74,213

Total 729,316 938,663 758,431 981,169
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T h e  c o m p a n y  a l s o  e n t e r e d  i n t o  a  f i n a n c i n g  a g r e e m e n t  w i t h  t h e  B N D E S  a m o u n t i n g  t o  R $  8 5 8 , 3 6 7  t o  m e e t

t h e  r e q u i r e m e n t s  o f  t h e  1 9 9 6 - 1 9 9 8  i n v e s t m e n t  p l a n ,  i n c l u d i n g  p r o j e c t s  f o r  t h e  c o n s t r u c t i o n  o f  n e w  p l a n t s ,  a n d

t h e  e x p a n s i o n  a n d  m o d e r n i z a t i o n  o f  e x i s t i n g  o n e s .  O f  t h i s  t o t a l ,  R $  1 7 3 , 7 4 2  w a s  r e c e i v e d  f r o m  F I N A M E  a n d

t h e  remain ing R$  684,625 f rom F INEM.  Dur ing 1999,  investments  for  1999 were  inc luded in  th i s  p lan,  without ,  howe v e r,

a n y  c h a n g e  t o  t h e  p r e v i o u s l y  c o n t r a c t e d  f i n a n c i n g .

Tr a n c h e s  a r e  r e l e a s e d  o n  p r o o f  o f  i n v e s t m e n t s ,  a n d  a s  a t  D e c e m b e r  3 1 ,  1 9 9 9 ,  a m o u n t s  s t i l l  a v a i l a b l e  f o r  f u t u r e

r e l e a s e ,  a s  p r e s c r i b e d  i n  t h e  a g r e e m e n t s ,  w e r e  R $  4 1 , 2 6 7  –  F I N A M E  ( D e c e m b e r  3 1 ,  1 9 9 8  –  R $  1 1 5 , 0 8 9 )  a n d

R $  4 5 , 6 6 1  –  F I N E M  ( D e c e m b e r  3 1 ,  1 9 9 8  –  R $  1 3 2 , 7 1 7 ) .

(d) ICMS Fiscal  Incentives –  Deferral  of  Taxes

T h e s e  f i s c a l  i n c e n t i v e s  r e l a t e  t o  p r o g r a m s  o f f e r e d  b y  c e r t a i n  s t a t e s  u n d e r  w h i c h  a  p a r t  o f  I C M S  t a x  i s  d e f e r r e d ,

g e n e r a l l y  o v e r  f i v e  y e a r s  a s  f r o m  t h e  o r i g i n a l  d u e  d a t e ,  w i t h  t h e  i n t e r m e d i a t i o n  o f  t h e  s t a t e s ’  f i n a n c i a l  a g e n t s .

T h e  d e f e r r e d  a m o u n t s  u s u a l l y  r a n g e  f r o m  7 5 %  i n  t h e  f i r s t  y e a r  t o  4 0 %  i n  t h e  l a s t  y e a r  o r  t o  a  f i x e d  p e r c e n t a g e

t h r o u g h o u t  t h e  p r o g r a m .  A m o u n t s  d e f e r r e d  b e a r  n o  i n t e r e s t  a n d  a r e  o n l y  p a r t i a l l y  a d j u s t e d  f o r  i n f l a t i o n ,  i n

m o s t  c a s e s  f r o m  6 0 %  t o  8 0 %  o f  a  g e n e r a l  p r i c e  i n d e x .

I C M S  i s  a l s o  d e f e r r e d  u n d e r  s t a t e  p r o g r a m s  t o  f o s t e r  i n d u s t r i a l  p r o d u c t i o n  a n d  i s  r e c o r d e d  a s  D e f e r r a l  o f  t a x e s

o n s a l e s ,  i n  l o n g - t e r m  l i a b i l i t i e s .  Te r m s  a r e  s i m i l a r  t o  o t h e r  t a x  f i n a n c i n g  p l a n s  a n d  t h e  p a y m e n t  t e r m s  a r e  u p

t o  1 0  y e a r s .

(e) Interest  Income and Expenses

Parent company Consol idated
1999 1998 1999 1998

Interest  Income

In terest  on f inanc ia l  investments 44,521 39,178 207,879 173,838

Monetary  and fore ign exchange var ia t ions  on assets 53,066 3,479 60,287 4,760

Interest  on overdue rece ivab les 2,107 2,810 4,022 3,801

Income f rom hedging t ransact ions 255,267 5,357 373,230 10,560

Income on loan agreements  41,921 46,159

Other 7,804 14,715 29,700 20,084

Tota l  Interest  Income 404,686 111,698 675,118 213,043

Interest  Expenses

In terest  and monetary  var ia t ions  on loca l  loans 123,659 85,468 151,492 101,344

Interest  and fore ign exchange var ia t ions  on fore ign loans 310,063 86,222 401,815 134,643

Other  var ia t ions 16,067 9,662 19,756 11,613

Bank expenses 1,134 1,624 3,445 3,798

Prov i s iona l  Contr ibut ion on F inanc ia l  Transact ions  tax  (CPMF) 14,787 12,582 24,527 20,522

Expenses  f rom hedging operat ions 81,900 26,254 111,685 41,598

Interest  on loan agreements  57,030 54,823

F inanc ia l  expenses  on prov i s ion for  cont ingenc ies

and ob l igat ions 14,982 8,370 18,688 9,619

Other 6,198 13,178 73,017 23,276

Total  Interest  Expenses 625,820 298,183 804,425 346,413
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S t o c k h o l d e r s ’  E q u i t y

(a) Authorized Capital

S h a r e  c a p i t a l  c a n  b e  i n c r e a s e d  u p  t o  a  l i m i t  o f  1 2 , 3 9 9 , 8 3 8  t h o u s a n d  s h a r e s ,  o n e - t h i r d  c o m m o n  a n d  t w o - t h i r d s

p r e f e r r e d ,  a l l  o f  w h i c h  a r e  b o o k  e n t r y  s h a r e s  w i t h  n o  p a r  v a l u e .

(b) Subscr ibed and Paid-up Capital

A t  D e c e m b e r  3 1 ,  1 9 9 9 ,  s u b s c r i b e d  a n d  p a i d - u p  c a p i t a l  c o m p r i s e s  6 , 9 2 5 , 5 8 4  t h o u s a n d  ( D e c e m b e r  3 1 ,  1 9 9 8  –

7 , 2 8 2 , 4 0 5  t h o u s a n d )  s h a r e s ,  o f  w h i c h  2 , 6 3 5 , 6 7 9  t h o u s a n d  ( D e c e m b e r  3 1 ,  1 9 9 8  –  2 , 6 6 7 , 4 5 6  t h o u s a n d )  a r e  c o m m o n

a n d  4 , 2 8 9 , 9 0 5  t h o u s a n d  ( D e c e m b e r  3 1 ,  1 9 9 8  –  4 , 6 1 4 , 9 4 9  t h o u s a n d )  p r e f e r r e d ,  w i t h  n o  p a r  v a l u e .  F o r e i g n

s t o c k h o l d e r s  h o l d  8 7 , 3 8 2  t h o u s a n d  ( D e c e m b e r  3 1 ,  1 9 9 8  –  6 7 0 , 6 4 0  t h o u s a n d )  c o m m o n  s h a r e s  a n d  2 , 2 6 4 , 9 7 1

t h o u s a n d  ( D e c e m b e r  3 1 ,  1 9 9 8  –  1 , 9 1 2 , 5 0 1  t h o u s a n d )  p r e f e r r e d .

(c ) Treasury Stock

A t  D e c e m b e r  3 1 ,  1 9 9 9 ,  t h e r e  a r e  1 7 , 9 7 3  t h o u s a n d  ( D e c e m b e r  3 1 ,  1 9 9 8  –  4 0 4 , 6 5 1  t h o u s a n d )  s h a r e s  h e l d  i n  t r e a s u r y,

o f  w h i c h  7 , 2 2 8  t h o u s a n d  ( D e c e m b e r  3 1 ,  1 9 9 8  –  3 1 , 7 7 7  t h o u s a n d )  a r e  c o m m o n  a n d  1 0 , 7 4 5  t h o u s a n d  ( D e c e m b e r

3 1 ,  1 9 9 8  –  3 7 2 , 8 7 4  t h o u s a n d )  p r e f e r r e d .  T h e  m a r k e t  v a l u e  o f  t r e a s u r y  s t o c k ,  b a s e d  o n  t h e  m o s t  r e c e n t  q u o t e d

s t o c k  e x c h a n g e  p r i c e  p r i o r  t o  D e c e m b e r  3 1 ,  1 9 9 9 ,  i s  R $  2 0 , 2 9 1  ( D e c e m b e r  3 1 ,  1 9 9 8  –  R $  2 1 3 , 7 1 8 ) .

O f  t h e s e  s h a r e s ,  1 0 , 7 4 5  t h o u s a n d  p r e f e r r e d  h a v e  b e e n  r e s e r v e d  f o r  I F C ,  a s  a u t h o r i z e d  b y  C V M  C o m m u n i c a t i o n

C V M / G E O  1 4 6 / 9 5 .

D u r i n g  1 9 9 9 ,  t h e  p r i c e  o f  o r d i n a r y  s h a r e s  r e p u r c h a s e d  w a s  R $  6 6 8 . 6 1  p e r  t h o u s a n d  s h a r e s .  D u r i n g  1 9 9 8 ,  t h e

a v e r a g e  p r i c e  o f  s h a r e s  r e p u r c h a s e d  w a s  R $  6 0 6 . 6 5  p e r  t h o u s a n d  s h a r e s  a n d  t h e  m i n i m u m  a n d  m a x i m u m  p r i c e s

w e r e  R $  3 8 5 . 0 0  a n d  R $  7 6 0 . 0 0  p e r  t h o u s a n d  s h a r e s ,  r e s p e c t i v e l y.

A s  a u t h o r i z e d  a t  t h e  E x t r a o r d i n a r y  G e n e r a l  S t o c k h o l d e r s ’  M e e t i n g  h e l d  o n  M a r c h  3 1 ,  1 9 9 9 ,  3 1 , 7 7 7  t h o u s a n d

c o m m o n  a n d  3 6 4 , 3 7 1  p r e f e r r e d  s h a r e s  a m o u n t i n g  t o  R $  2 5 2 , 7 1 1  w e r e  c a n c e l l e d ,  e x c l u d i n g  t h e  p r e f e r r e d  s h a r e s

s e t  a s i d e  t o  c o m p l y  w i t h  t h e  c o n v e r t i b i l i t y  p r o v i s i o n  i n  t h e  c o n t r a c t  w i t h  I F C .  D u r i n g  t h e  y e a r  e n d e d  D e c e m b e r

3 1 ,  1 9 9 8 ,  5 8 , 4 9 3  t h o u s a n d  c o m m o n  s h a r e s  a m o u n t i n g  t o  R $  4 0 , 4 6 0  w e r e  c a n c e l l e d .

The  exp i rat ion  date  of  the  share  repurchase  program,  which  s tar ted  on  November  14 ,  1997  and was  in i t ia l l y  pro jec ted

t o  c l o s e  o n  F e b r u a r y  9 ,  1 9 9 9 ,  w a s  e x t e n d e d  t o  M a y  1 0  a n d  l a t e r  t o  A u g u s t  2 5 ,  1 9 9 9 .  H o w e v e r,  a t  t h e  B o a r d  o f

D i r e c t o r s m e e t i n g  o f  J u l y  1 ,  1 9 9 9 ,  t h e  c a n c e l l a t i o n  o f  t h i s  s h a r e  r e p u r c h a s e  p r o g r a m  w a s  a p p r o v e d  u p o n  t h e

c r e a t i o n o f  A m B e v.  D u r i n g  t h i s  r e p u r c h a s e  p r o g r a m ,  3 6 4 , 3 3 1  t h o u s a n d  p r e f e r r e d  a n d  9 7 , 4 9 8  t h o u s a n d  c o m m o n

s h a r e s  w e r e  a c q u i r e d  a t  a  c o s t  o f  R $  2 9 7 , 9 8 4 .

(d) Rights  of  Preferred Shares

P r e f e r r e d  s h a r e s  h a v e  p r i o r i t y  i n  r e s p e c t  t o  t h e  p r o c e e d s  i n  e v e n t  o f  l i q u i d a t i o n ,  a n d  t h e  r i g h t  t o  r e c e i p t  o f  a

m i n i m u m non-cumulat i ve  d i v idend  of  25% of  net  income.  Pur suant  to  Law 9457 /97 ,  p re fe r red  shares  a re  ent i t l ed  to

a d i v i d e n d 1 0 %  g r e a t e r  t h a n  t h a t  p a i d  t o  c o m m o n  s h a r e  h o l d e r s .

(e) Reserve for  Capital  Increase 

T h i s  r e s e r v e  r e c e i v e s  t h e  r e m a i n i n g  n e t  i n c o m e  o f  e a c h  y e a r  a f t e r  a p p r o p r i a t i o n  t o  s t a t u t o r y  r e s e r v e s  a n d

p r o p o s e d  d i v i d e n d s .  

C o m p a n h i a  C e r v e j a r i a  B r a h m a  

N o t e s  t o  t h e  F i n a n c i a l  S t a t e m e n t s  

a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

A l l  a m o u n t s  i n  t h o u s a n d s  o f  r e a i s  u n l e s s  o t h e r w i s e  i n d i c a t e d

9
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( f ) Revaluat ion Reserve

D u r i n g  t h e  q u a r t e r  e n d e d  M a r c h  3 1 ,  1 9 9 9 ,  t h e  c o m p a n y  o p t e d  t o  r e v e r s e  t h e  o u t s t a n d i n g  b a l a n c e  o f  t h i s

r e s e r v e ,  a s  p r e s c r i b e d  i n  C V M  D e l i b e r a t i o n  2 8 8 / 9 8 .

(g) Capital  Reserves –  Investment Subsidies

T h e  c o m p a n y  b e n e f i t s  f r o m  v a r i o u s  s t a t e  f i s c a l  i n c e n t i v e  p r o g r a m s  w h i c h  g i v e  i t  t h e  r i g h t  t o  p a r t i a l  o r  f u l l  r e b a t e s

o f  v a r i o u s  t a x e s .  N o t  a l l  s t a t e s  s t i p u l a t e  q u a l i f y i n g  p e r i o d s  f o r  b e n e f i t s  n o r  i m p o s e  w a i v i n g  t h e s e  t a x e s .  H o w e v e r,

w h e n  c o n d i t i o n a l  r i g h t s  e x i s t ,  t h e y  a r e  u n d e r  c o n t r o l  o f  t h e  c o m p a n y.

T h e  b e n e f i t  r e l a t i n g  t o  t h e  w a i v e r  o f  p a y m e n t  o f  t h e s e  t a x e s  i s  t r e a t e d  a s  a n  i n v e s t m e n t  i n c e n t i v e ,  r e c o r d e d  o n

a n  a c c r u a l  b a s i s ,  o r  a t  t h e  t i m e  i t  i s  c o n s i d e r e d  p r o b a b l e  t h a t  t h e  c o m p a n y  w i l l  m e e t  t h e  m a i n  r e q u i r e m e n t s

d e t e r m i n e d  b y  t h e  s t a t e  p r o g r a m s .

(h) Interest  on Own Capital

A s  f r o m  1 9 9 6 ,  c o m p a n i e s  h a v e  t h e  o p t i o n  t o  p a y  i n t e r e s t  o n  o w n  c a p i t a l  ( s t o c k h o l d e r s ’  e q u i t y ) ,  w h i c h  c a n  b e

c o n s i d e r e d  a s  p a r t  o f  t h e  m i n i m u m  m a n d a t o r y  d i v i d e n d .  T h e  c a l c u l a t i o n  i s  b a s e d  o n  s t o c k h o l d e r s ’  e q u i t y  a n d

t h e  i n t e r e s t  r a t e  m a y  n o t  e x c e e d  t h e  a n n u a l  T J L P  a v e r a g e  r a t e  ( 1 3 . 2 %  f o r  1 9 9 9  a n d  1 1 . 1 %  f o r  1 9 9 8 ) .

I n t e r e s t  o n  o w n  c a p i t a l  w a s  p a i d  o n l y  b y  t h e  p a r e n t  c o m p a n y,  a d o p t i n g  t h e  “ p r o  r a t a ”  d a i l y  v a r i a t i o n  o f  t h e

T J L P  a p p l i e d  t o  t h e  c h a n g e s  i n  t h e  e q u i t y  a c c o u n t s .

D u r i n g  t h e  y e a r  e n d e d  D e c e m b e r  3 1 ,  1 9 9 9 ,  i n t e r e s t  o n  o w n  c a p i t a l  a m o u n t e d  t o  R $  1 7 8 , 1 6 9  ( 1 9 9 8  –  R $  1 4 4 , 2 9 0 ) ,

w h i c h ,  f o r  f i n a n c i a l  s t a t e m e n t  p r e s e n t a t i o n  p u r p o s e s ,  w a s  a p p r o p r i a t e d  d i r e c t l y  t o  r e t a i n e d  e a r n i n g s .  A l t h o u g h

r e c o r d e d  i n  t h e  s t a t e m e n t  o f  i n c o m e  a c c o u n t s ,  i t s  e f f e c t  o n  p r e - t a x  i n c o m e  i s  f u l l y  o f f s e t  b y  t h e  r e v e r s a l  o f  a n

equ iva lent a m o u n t  i n  “ O p e r a t i n g  e x p e n s e s  ( i n c o m e ) ” .

( i ) Dividends

A l t h o u g h  t h e  c o m p a n y  d i s t r i b u t e d  i n t e r e s t  o n  o w n  c a p i t a l ,  i t s  d i v i d e n d  d i s t r i b u t i o n  p o l i c y  h a s  n o t  b e e n  a l t e r e d

a n d  c o n t i n u e s  t o  b e  b a s e d  o n  n e t  i n c o m e  a s  s u m m a r i z e d  b e l o w :

1999 1998
Net  income for  the year 322,295 329,098

Appropr iat ion to  lega l  reserve  (5%) (16,115) (16,455)

Div idend ca lcu lat ion bas i s 306,180 312,643

Div idend deta i l s  

Inter im interest  on own cap i ta l  –  1 st semester 62,118 51,742

Proposed interest  on own cap i ta l  –  2 nd semester 116,051 92,548

Tota l  interest  pa id  and proposed 178,169 144,290

Withhold ing income tax  –  IRRF at  15% (26,725) (21,662)

Tota l  interest  on own cap i ta l ,  net ,  cons idered 

as  a  d iv idend 151,444 122,628

Div idend as  a  percentage of  the base for  ca lcu lat ion –  % 58.19 46.15

Interest  on own cap i ta l  per  thousand shares  

outs tanding at  year-end –  R$

Common 24,2941 19,7500

Prefer red 26,7235 21,7250
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A t  t h e  m e e t i n g  o n  J u l y  7 ,  1 9 9 9 ,  t h e  B o a r d  o f  D i r e c t o r s  a p p r o v e d  t h e  p a y m e n t  o f  i n t e r e s t  o n  o w n  c a p i t a l  o u t

o f  t h e  f i r s t  s e m e s t e r  1 9 9 9  n e t  i n c o m e  o f  R $  8 . 4 7 0 6  p e r  t h o u s a n d  c o m m o n  s h a r e s  ( R $  6 . 0 1 0 0  i n  t h e  f i r s t

s e m e s t e r  1 9 9 8 )  a n d  R $  9 . 3 1 7 7  p e r  t h o u s a n d  p r e f e r r e d  s h a r e s  ( R $  6 . 6 1 1 0  i n  t h e  f i r s t  s e m e s t e r  1 9 9 8 ) .  Ta x  w a s

w i t h h e l d  o n  t h i s  i n t e r e s t  a n d  t h e  n e t  p a y m e n t  w a s  R $  7 . 2 0 0 0  p e r  t h o u s a n d  c o m m o n  s h a r e s  a n d  R $  7 . 9 2 0 0  p e r

t h o u s a n d  p r e f e r r e d  s h a r e s .  T h i s  d i s t r i b u t i o n ,  p a y a b l e  a s  f r o m  J u l y  2 0 ,  1 9 9 9 ,  w a s  c o n s i d e r e d  a s  t h e  i n t e r i m

1 9 9 9  d i v i d e n d .

O n  D e c e m b e r  2 0 ,  1 9 9 9 ,  t h e  B o a r d  o f  D i r e c t o r s  a p p r o v e d  t h e  p a y m e n t  o f  a  f i n a l  d i v i d e n d  o u t  o f  t h e  s e c o n d

s e m e s t e r  1 9 9 9  n e t  i n c o m e ,  t o  b e  c o n s i d e r e d  a s  i n t e r e s t  o n  o w n  c a p i t a l ,  o f  R $  1 5 . 8 2 3 5  p e r  t h o u s a n d  c o m m o n

s h a r e s  ( R $  1 0 . 7 7 7 5  i n  t h e  s e c o n d  s e m e s t e r  1 9 9 8 )  a n d  R $  1 7 . 4 0 5 9  p e r  t h o u s a n d  p r e f e r r e d  s h a r e s  ( R $  1 1 . 8 5 5 3  i n

t h e  s e c o n d  s e m e s t e r  1 9 9 8 )  a n d ,  e x c e p t i o n a l l y ,  R $  5 . 8 0 2 0  p e r  t h o u s a n d  o n  t h o s e  p r e f e r r e d  s h a r e s  w h i c h  w e r e

f u l l y  p a i d  u p  a t  t h e  t i m e  o f  t h e  c a p i t a l  i n c r e a s e  a p p r o v e d  a t  t h e  B o a r d  o f  D i r e c t o r s  m e e t i n g  o n  N o v e m b e r  1 8 ,

1 9 9 9 .  Ta x  w i l l  b e  w i t h h e l d  i n  a c c o r d a n c e  w i t h  c u r r e n t  l e g i s l a t i o n ,  w h i c h  w i l l  r e s u l t  i n  a  n e t  d i s t r i b u t i o n  o f

R $  1 3 . 4 5 0 0  p e r  t h o u s a n d  c o m m o n  s h a r e s ,  R $  1 4 . 7 9 5 0  p e r  t h o u s a n d  p r e f e r r e d  s h a r e s  a n d  R $  4 . 9 3 1 7  p e r  t h o u s a n d

p r e f e r r e d  s h a r e s  f u l l y  p a i d  u p  a t  t h e  t i m e  o f  t h e  c a p i t a l  i n c r e a s e  m e n t i o n e d  a b o v e ,  a n d  w i l l  b e  p a y a b l e  a s

f r o m  M a r c h  1 5 ,  2 0 0 0 .

( j ) Prof it  Sharing

T h e  b y - l a w s  p r o v i d e  f o r  t h e  d i s t r i b u t i o n  t o  e m p l o y e e s  o f  u p  t o  1 0 %  o f  n e t  i n c o m e ,  b a s e d  o n  p r e d e t e r m i n e d

p a r a m e t e r s .  E x e c u t i v e  o f f i c e r s  a r e  e n t i t l e d  t o  p r o f i t  s h a r i n g  i n  a n  a m o u n t  w h i c h  c a n n o t  e x c e e d  t h e i r  a n n u a l

r e m u n e r a t i o n o r  i n  a g g r e g a t e  t h e  e q u i v a l e n t  o f  5 %  o f  n e t  i n c o m e ,  w h i c h e v e r  i s  l o w e r .  D i s t r i b u t i o n  o f

b o n u s e s  t o  t h e  e x e c u t i v e s  i s  b a s e d  o n  m e e t i n g  i n d i v i d u a l  p e r f o r m a n c e  a n d  e f f i c i e n c y  g o a l s ,  a s  a p p r o v e d  b y

t h e  B o a r d  o f  D i r e c t o r s .  

F o r  t h e  y e a r  e n d e d  D e c e m b e r  3 1 ,  1 9 9 9 ,  R $  3 9 , 8 6 6  ( c o n s o l i d a t e d )  w a s  a l l o c a t e d  f o r  t h e  p r o f i t  s h a r i n g  o f  e m p l o y e e s

a n d  e x e c u t i v e s  ( R $  3 6 , 0 0 8  –  p a r e n t  c o m p a n y ) ,  c o m p l y i n g  w i t h  t h e  l i m i t s  i n  t h e  b y - l a w s .  N o  b o n u s e s  w e r e  p a i d

t o  e x e c u t i v e s  f o r  t h e  y e a r  e n d e d  D e c e m b e r  3 1 ,  1 9 9 8 ,  a s  t h e  t a r g e t s  s e t  b y  t h e  c o m p a n y  w e r e  n o t  m e t .

(k) Stock Option Plan –  F inanced Sale of  Shares

T h e  p u r p o s e  o f  t h e  s t o c k  o p t i o n  p l a n  i s  t o  f u r t h e r  t h e  s o c i a l  o b j e c t i v e s  o f  t h e  c o m p a n y  a n d  t o  a t t r a c t  a n d

r e t a i n  t h e  s e r v i c e s  o f  e x e c u t i v e s  a n d  c e r t a i n  e m p l o y e e s .  T h e  P l a n  c o n c e d e s  b o t h  c o m m o n  a n d  p r e f e r r e d  s h a r e s .  

T h e  P l a n  i s  m a n a g e d  b y  a  c o m m i t t e e  o f  n o n - e x e c u t i v e  m e m b e r s  o f  t h e  B o a r d  o f  D i r e c t o r s .  T h i s  c o m m i t t e e

p e r i o d i c a l l y  d e v e l o p s  s t o c k  o p t i o n  p r o g r a m s  d e f i n i n g  t h e  c o n d i t i o n s  a n d  t h e  e m p l o y e e s  t o  b e  i n c l u d e d  a n d  t h e

p r i c e  a t  w h i c h  s h a r e s  w i l l  b e  i s s u e d .  T h i s  p r i c e  c a n n o t  b e  l e s s  t h a n  9 0 %  o f  t h e  a v e r a g e  p r i c e o f  s h a r e s  t r a d e d  o n

t h e  R i o  d e  J a n e i r o  S t o c k  E x c h a n g e  ( B V R J )  i n  t h e  t h r e e  b u s i n e s s  d a y s  p r i o r  t o  t h e  c o n c e s s i o n d a t e ,  i n d e x e d  f o r

i n f l a t i o n  f r o m  t h e  d a t e  t h e  o p t i o n  i s  c o n c e d e d  t h r o u g h  t h e  e x e r c i s e  d a t e .  T h e  n u m b e r  o f  s h a r e s  t h a t  c a n  b e

c o n c e d e d  d u r i n g  e a c h  y e a r  c a n n o t  e x c e e d  5 %  o f  t h e  t o t a l  n u m b e r  o f  s h a r e s  o f  e a c h  t y p e  o f  s h a r e  o n  t h a t  d a t e .

W h e n  o p t i o n s  a r e  e x e r c i s e d ,  t h e  c o m p a n y  i s s u e s  n e w  s h a r e s .  S t o c k  o p t i o n s  h a v e  n o  f i n a l  d a t e t o  b e  e x e r c i s e d .  I f

a n  e m p l o y e e  l e a v e s ,  e x c e p t  o n  r e t i r e m e n t ,  t h e  c o m p a n y  c a n  r e p u r c h a s e  t h e s e  s h a r e s ,  a t  i t s  o p t i o n ,  f o r  a  p r i c e

e q u a l  t o  ( i )  t h e  p r i c e  p a i d  b y  t h e  e m p l o y e e  a d j u s t e d  f o r  i n f l a t i o n ,  i f  h e  l e a v e s  w i t h i n  t h e  f i r s t  3 0  m o n t h s

a f t e r  e x e r c i s i n g  h i s  o p t i o n ,  ( i i )  5 0 %  o f  t h e  p r i c e  p a i d  a d j u s t e d  f o r  i n f l a t i o n  a n d  5 0 %  o f  t h e  c u r r e n t  m a r k e t

p r i c e ,  i f  t h e  e m p l o y e e  l e a v e s  a f t e r  t h e  f i r s t  3 0  m o n t h s  b u t  b e f o r e  t h e  6 0 t h  m o n t h  a f t e r  t h e  o p t i o n  i s  e x e r c i s e d ,

a n d  ( i i i )  t h e  m a r k e t  p r i c e  f r o m  t h e n  o n .

C o m p a n h i a  C e r v e j a r i a  B r a h m a  

N o t e s  t o  t h e  F i n a n c i a l  S t a t e m e n t s  

a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

A l l  a m o u n t s  i n  t h o u s a n d s  o f  r e a i s  u n l e s s  o t h e r w i s e  i n d i c a t e d



B r a h m a 69

The  company  f inances  the  purchase  of  shares  in  accordance  wi th  the  pre -es tab l i shed  condi t ions  of  the  P lan .  F inanc ing

a r r a n g e m e n t s  a r e  n o r m a l l y  f o r  p e r i o d s  o f  n o t  m o r e  t h a n  f o u r  y e a r s  a n d  i n c l u d e  i n t e r e s t  o f  8 %  p e r  a n n u m  o v e r a n d

a b o v e  a  d e f i n e d  g e n e r a l  p r i c e  i n d e x .  T h i s  f i n a n c i n g  i s  g u a r a n t e e d  b y  t h e  s h a r e s  i s s u e d  w h e n  t h e  o p t i o n  i s

e x e r c i s e d .  A t  D e c e m b e r  3 1 ,  1 9 9 9 ,  t h e  o u t s t a n d i n g  b a l a n c e  o f  t h i s  f i n a n c i n g  w a s  R $  8 9 , 0 3 8 ( 1 9 9 8  –  R $  7 6 , 8 3 5 ) .

T h e  m o v e m e n t  o n  s t o c k  o p t i o n s  d u r i n g  t h e  y e a r s  e n d e d  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8  i s  s u m m a r i z e d  a s  f o l l o w s :

S o c i a l  S e c u r i t y  P r o g r a m s

(a) Inst ituto Brahma de Seguridade Social  –  IBSS

T h e  I B S S  i s  a  p r i v a t e  p e n s i o n  f u n d  d e s i g n e d  t o  s u p p l e m e n t  t h e  b e n e f i t s  w h i c h  t h e  g o v e r n m e n t  s o c i a l  s e c u r i t y

s y s t e m  p r o v i d e s  f o r  e m p l o y e e s  o f  t h e  c o m p a n i e s  o f  t h e  B r a h m a  G r o u p  w h i c h  s p o n s o r  t h e  f u n d .

C o n t r i b u t i o n s  o f  t h e  s p o n s o r s  a r e ,  a t  a  m i n i m u m ,  s u f f i c i e n t  t o  c o v e r  t h e  d i f f e r e n c e  b e t w e e n  t h e  p e r c e n t a g e

c o n t r i b u t e d  b y  t h e  a c t i v e  p a r t i c i p a n t s  a n d  t h e  f u l l  r a t e  c o m p u t e d  a c t u a r i a l l y.  To  f u l f i l l  i t s  p r o g r a m ,  I B S S  r e c e i v e d

d u r i n g  1 9 9 9  R $  2 , 3 6 0  ( 1 9 9 8  –  R $  3 , 1 6 2 )  i n  c o n t r i b u t i o n s  f r o m  t h e  p a r e n t  c o m p a n y  a n d  R $  6 9 3  ( 1 9 9 8  –  R $  1 , 1 1 0 )

f r o m  s u b s i d i a r i e s .  T h e  c o s t  o f  t h e  b e n e f i t  p l a n  i s  d e t e r m i n e d  a c t u a r i a l l y  a n d  i n c l u d e s  t h e  c a p i t a l i z a t i o n  o f  t h e

u n i t  b e n e f i t  c r e d i t  p r o j e c t e d  t h r o u g h  r e t i r e m e n t  o r  d e a t h  b e n e f i t s  o f  t h e  b e n e f i c i a r y  a n d  a l s o  t h e  d i s t r i b u t i o n

o f  c a p i t a l  c o v e r a g e  f o r  d e a t h  b e n e f i t s .  B a s e d  o n  t h i s  c a l c u l a t i o n ,  t h e  c o m p a n y  h a s  b e e n  c o n t r i b u t i n g  3 . 1 % o f

t h e  p a y r o l l .  A t  D e c e m b e r  3 1 ,  1 9 9 9 ,  I B S S  h a s  n o  t e c h n i c a l  d e f i c i t  w h i c h  w o u l d  o t h e r w i s e  r e p r e s e n t  a  l i a b i l i t y  t o

i t s  s p o n s o r s .

C u r r e n t l y,  I B S S  h a s  5 , 9 5 1  m e m b e r s  ( 1 9 9 8  –  6 , 0 6 0 ) ,  a n d  2 , 5 4 9  ( 1 9 9 8  –  3 , 5 0 4 )  a r e  r e c e i v i n g  p a y m e n t s  t o  s u p p l e m e n t

t h e i r  g o v e r n m e n t  s o c i a l  s e c u r i t y  b e n e f i t s  ( n u m b e r  o f  p a r t i c i p a n t s  a n d  b e n e f i t e d  p e r s o n s ,  u n a u d i t e d ) .

(b) Fundação Assistencial  Brahma

T h e  B r a h m a  We l f a r e  F o u n d a t i o n  w a s  f o r m e d  i n  1 9 8 3  t o  p r o v i d e  m e d i c a l ,  d e n t a l ,  e d u c a t i o n a l ,  s p o r t i n g  a n d  s o c i a l

a s s i s t a n c e  t o  s p o n s o r i n g  c o m p a n y  e m p l o y e e s  a n d  t h e i r  d e p e n d e n t s  ( a p p r o x i m a t e l y  2 5 , 1 0 0  b e n e f i c i a r i e s  a t

D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8  –  u n a u d i t e d ) .  T h e  c o m p a n i e s ,  a t  t h e i r  o p t i o n ,  m a y  c o n t r i b u t e  u p  t o  1 0 %  o f  n e t

i n c o m e  t o  s u p p o r t  t h e  F o u n d a t i o n .

B e n e f i c i a r i e s  p a y  u p  t o  a  m a x i m u m  o f  5 0 %  o f  t h e  c o s t  o f  m e d i c a l  a n d  d e n t a l  c o n s u l t a t i o n s  a n d  t h e  b a l a n c e  i s

p a i d  b y  t h e  F o u n d a t i o n .  I n p a t i e n t  h e a l t h  s e r v i c e s  a r e  n o r m a l l y  f u l l y  c o v e r e d .  T h e  F o u n d a t i o n  a d m i n i s t e r s  m e d i c a l

a n d  d e n t a l  a s s i s t a n c e  t h r o u g h  i n d e p e n d e n t  h e a l t h  p r o v i d e r s  w h o  o f f e r  h e a l t h  i n s u r a n c e .

A c t u a r i a l  c a l c u l a t i o n s  i n  1 9 9 9  a n d  1 9 9 8  b y  q u a l i f i e d  a c t u a r i e s  s h o w e d  t h a t  t h e  F o u n d a t i o n  h a d  a  s u r p l u s .  F o r

t h i s r e a s o n ,  a n d  t a k i n g  i n t o  c o n s i d e r a t i o n  t h e  r e s o u r c e s  a l r e a d y  h e l d  b y  t h e  F o u n d a t i o n ,  t h e  c o m p a n y  a n d  i t s

s u b s i d i a r i e s  d i d  n o t  m a k e  a n y  p r o v i s i o n s  i n  t h e s e  y e a r s .

Stock options
(thousands of  shares)

1999 1998
Stock opt ions  exerc i sab le  at  the

beginn ing of  the year 371,550 361,109

Movement  dur ing the year

Granted 138,473 145,649

Exerc i sed (39,327) (110,810)

Cance l led (30,092) (24,398)

Stock opt ions  exerc i sab le  at  the

end of  the year 440,604 371,550

1 0  
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P r o v i s i o n  f o r  C o n t i n g e n c i e s  a n d  O b l i g a t i o n s  

(a) General  Considerat ions

T h i s  p r o v i s i o n  i s  s e t  u p  t o  c o v e r  l o s s e s  w h i c h  l e g a l  c o u n s e l  c o n s i d e r  t o  b e  p r o b a b l e  a n d  t h e  a m o u n t s  o f  w h i c h

c a n  b e  r e a s o n a b l y  e s t i m a t e d  a t  D e c e m b e r  3 1  o f  e a c h  y e a r  w i t h  r e s p e c t  t o  l a b o r,  t a x ,  c i v i l  a n d  c o m m e r c i a l

p r o c e e d i n g s  a t  t h e  a d m i n i s t r a t i v e  a n d  j u d i c i a l  l e v e l s .  M a n a g e m e n t  b e l i e v e s  t h a t  t h e  p r o v i s i o n ,  i n c l u d i n g  a c c r u e d

i n t e r e s t ,  i s  s u f f i c i e n t  t o  m e e t  p r o b a b l e  l o s s e s  i n  t h e  e v e n t  o f  u n f a v o r a b l e  r u l i n g s .

Addi t iona l l y,  for  cer ta in  lega l  proceedings ,  the  company  i s  contes t ing  the  payment  of  var ious  taxes  and contr ibut ions

a n d  h a s  m a d e  c o u r t  d e p o s i t s  a t  e q u i v a l e n t  o r  l o w e r  a m o u n t s  p e n d i n g  f i n a l  d e c i s i o n s .  

T h e r e  a r e  o t h e r  o n g o i n g  l a b o r,  t a x ,  c i v i l  a n d  c o m m e r c i a l  p r o c e s s e s  w h i c h ,  a c c o r d i n g  t o  t h e  e v a l u a t i o n  o f  o u t s i d e

l e g a l  c o u n s e l ,  a r e  s u b j e c t  t o  p o s s i b l e  l o s s e s  o f  a p p r o x i m a t e l y  R $  2 3 1 , 0 0 0 ,  o r  l o s s e s  c o n s i d e r e d  t o  b e  r e m o t e .

B a s e d  o n  t h i s  e v a l u a t i o n ,  p e r i o d i c a l l y  m o n i t o r e d  b y  o u t s i d e  l e g a l  c o u n s e l ,  n o  p r o v i s i o n  f o r  t h e s e  c o n t i n g e n c i e s

h a s  b e e n  s e t  u p  f o r  t h e s e  p r o c e s s e s .

P robab le  lo s se s ,  fo r  wh i ch  p rov i s ions  have  been  made  based  on  the  adv i ce  o f  out s ide  l ega l  counse l ,  a re  summar i zed

a s  f o l l o w s :

(b) Movement During the Year

T h e  i n c r e a s e  i n  t h e  p r o v i s i o n  f o r  c o n t i n g e n c i e s  a n d  o b l i g a t i o n s  i n  1 9 9 9  o v e r  1 9 9 8 ,  a m o u n t i n g  t o  R $  1 5 , 0 6 0  b y

t h e  p a r e n t  c o m p a n y  ( R $  5 1 , 2 0 3  c o n s o l i d a t e d ) ,  a r i s e s  f r o m  t h e  s e t t i n g  u p  o f  n e w  p r o v i s i o n s ,  n e t  o f  g a i n s ,  t h e

m a i n  o n e s  b e i n g :

( i )  The  company  obta ined  a  p re l im inary  in junc t ion  dur ing  1999  wh i ch  guaranteed  the  same  l eve l  o f  P I S  and  COF INS

cont r ibut ions  on  b i l l i ng s .  Unpa id  amount s ,  wh i ch  re la te  to  o ther  revenue ,  a re  re co rded  in  l i ab i l i t i e s  unt i l  the re  i s  a

f ina l  dec i s ion ,  w i th  a  cont ra -ent ry  re co rded  in  in come .  The  amount s  re co rded  a re  R$  20 ,504  by  the  pa rent  company

and  R$  23 ,813  conso l ida ted .

( i i )  T h e  c o m p a n y  a l s o  o b t a i n e d  a  p r e l i m i n a r y  i n j u n c t i o n  d u r i n g  1 9 9 9  w h i c h  r e c o g n i z e s  t h e  r i g h t  t o  d e d u c t

i n t e r e s t  o n  o w n  c a p i t a l  w h e n  c o m p u t i n g  t h e  1 9 9 6  s o c i a l  c o n t r i b u t i o n  o n  n e t  i n c o m e .  T h e  b e n e f i t ,  a m o u n t i n g

t o  R $  2 0 , 1 2 1 ,  w a s  r e c o r d e d  i n  l i a b i l i t i e s  w i t h  a  c o n t r a - e n t r y  r e c o r d e d  i n  i n c o m e ,  u n t i l  t h e r e  i s  a  f i n a l  d e c i s i o n .

C o m p a n h i a  C e r v e j a r i a  B r a h m a  

N o t e s  t o  t h e  F i n a n c i a l  S t a t e m e n t s  

a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

A l l  a m o u n t s  i n  t h o u s a n d s  o f  r e a i s  u n l e s s  o t h e r w i s e  i n d i c a t e d

Parent company Consol idated
1999 1998 1999 1998

Income tax  and soc ia l  contr ibut ion 22,631 48,417 28,750 62,137

Labor  c la ims 28,776 28,816 45,859 46,094

ICMS and IP I 63,630 69,192 113,561 85,721

PIS  and COFINS 25,960 5,581 36,772 6,247

Dis t r ibutor  act ions 7,214 8,678 25,908 25,690

Other 24,037 13,338 37,720 29,281

172,248 174,022 288,570 255,170

1 1  
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( i i i )  L iab i l i t i e s  amount ing  to  R$  24 ,207  for  the  parent  company  and  R$  37 ,418  conso l idated ,  re la t ing  to  the  rev iew of

extemporaneous  ICMS and IP I  c redi t s  on the  purchase  of  property,  p lant  and equipment  i tems ,  in  per iods  pr ior  to  1996.

( i v )  R e v e r s a l  o f  p r o v i s i o n s  a m o u n t i n g  t o  R $  4 8 , 3 8 4  f o r  t h e  p a r e n t  c o m p a n y  a n d  R $  5 3 , 8 9 3  c o n s o l i d a t e d ,  a s  a

r e s u l t  o f  t h e  p r e s c r i p t i o n  o f  p r i o r - y e a r  t a x  r i s k s  i n  c o n n e c t i o n  w i t h  m o n e t a r y  c o r r e c t i o n  f o r  t a x  p u r p o s e s .

(c ) Nature of  the Main Contingencies  and Obl igat ions

( i )  I n c o m e  t a x  a n d  s o c i a l  c o n t r i b u t i o n

R e l a t e  m a i n l y  t o  t h e  r e c o g n i t i o n  o f  t h e  d e d u c t i b i l i t y  o f  i n t e r e s t  o n  o w n  c a p i t a l  w h e n  c o m p u t i n g  t h e  s o c i a l

c o n t r i b u t i o n  o n  n e t  i n c o m e  f o r  1 9 9 6 .

( i i )  L a b o r  c l a i m s

R e l a t e  m a i n l y  t o  c l a i m s  f i l e d  b y  f o r m e r  e m p l o y e e s .  A t  D e c e m b e r  3 1 ,  1 9 9 9 ,  j u d i c i a l  d e p o s i t s  m a d e  b y  t h e  c o m p a n y

t o t a l l e d  R $  1 7 , 5 5 1  ( D e c e m b e r  3 1 ,  1 9 9 8  –  R $  1 6 , 9 0 5 ) .

( i i i )  I C M S  a n d  I P I

A r i s e  b a s i c a l l y  f r o m  I C M S  a n d  I P I  c r e d i t s  r e l a t e d  t o  p r o p e r t y,  p l a n t  a n d  e q u i p m e n t  a c q u i s i t i o n s  p r i o r  t o  1 9 9 6 ,

i n  a d d i t i o n  t o  o t h e r  i s s u e s  o n  t h e  c a l c u l a t i o n  b a s i s  o f  t h e s e  t a x e s .

( i v )  P I S  a n d  C O F I N S

A r i s e  b a s i c a l l y  f r o m  u n p a i d  P I S  a n d  C O F I N S  a m o u n t s  o n  o t h e r  r e v e n u e ,  a s  t h e  c o m p a n y  h a s  a  p r e l i m i n a r y  i n j u n c t i o n

w h i c h  e x e m p t s  i t  f r o m  t h i s  c h a r g e .

( v )  D i s t r i b u t o r  a c t i o n s

T h e s e  a r e  m a i n l y  p r o v i s i o n s  r e l a t e d  t o  r e s c i s s i o n s  o f  a g r e e m e n t s  w i t h  c e r t a i n  d i s t r i b u t o r s  a s  a  r e s u l t  o f  n o n -

c o m p l i a n c e  w i t h  c o m p a n y  d i r e c t i v e s ,  a n d  a  g e n e r a l  r e s t r u c t u r i n g  o f  t h e  g r o u p ’s  d i s t r i b u t i o n  n e t w o r k .

( v i )  O t h e r  

M a i n l y  r e l a t e d  t o  p r o c e s s e s  i n v o l v i n g  t h e  N a t i o n a l  I n s t i t u t e  o f  S o c i a l  S e c u r i t y  ( I N S S ) ,  p r o d u c t s  a n d  s u p p l i e r s .

F i n a n c i a l  I n s t r u m e n t s

(a) General

T h e  p u r p o s e  o f  t h e  u s e  o f  d e r i v a t i v e  i n s t r u m e n t s  a n d  o p e r a t i o n s  i n v o l v i n g  i n t e r e s t  r a t e s  a n d  c u r r e n c i e s  i s  t o

m i t i g a t e  r i s k s  o n  a s s e t s  a n d  l i a b i l i t i e s .

O p e r a t i o n s  a r e  c a r r i e d  o u t  w i t h  t h e  i n t e r m e d i a t i o n  o f  t h e  f i n a n c i a l  o p e r a t i o n  a r e a  i n  a c c o r d a n c e  w i t h  a  s t r a t e g y

p r e v i o u s l y  a p p r o v e d  b y  m a n a g e m e n t .

M a n a g e m e n t  c o n s i d e r s  t h a t  t h e  r i s k s  i n v o l v e d  a r e  m i n i m a l  s i n c e :  ( i )  o p e r a t i o n s  a r e  n o t  c o n c e n t r a t e d  i n  a n y  o n e

b a n k  a n d  e a c h  o p e r a t i o n  i s  c a r r i e d  o u t  w i t h i n  a p p r o v e d  l i m i t s  f o r  e a c h  b a n k  r e p u t e d  f o r  i t s  f i n a n c i a l  s e c u r i t y

a n d  ( i i )  g a i n s  a n d  l o s s e s  o n  d e r i v a t i v e  o p e r a t i o n s  a r e  u s u a l l y  n e u t r a l i z e d  b y  t h e  o f f s e t t i n g  e f f e c t  o n  t h e  a s s e t

a n d  l i a b i l i t y  o p e r a t i o n s  t o  w h i c h  t h e y  r e l a t e .

1 2  
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(b) Market Value of  F inancial  Instruments

T h e  m a r k e t  v a l u e s  o f  t h e  m a i n  f i n a n c i a l  i n s t r u m e n t s ,  i n  g e n e r a l ,  a p p r o x i m a t e  t h e i r  b o o k  v a l u e s  a s  s h o w n  b e l o w :  

M a r k e t  v a l u e  i s  e s t i m a t e d  a t  a  s p e c i f i c  p o i n t  i n  t i m e ,  b a s e d  o n  p e r t i n e n t  m a r k e t  i n f o r m a t i o n  a n d  o n  i n f o r m a t i o n

r e l a t e d  t o  t h e  f i n a n c i a l  i n s t r u m e n t .  E s t i m a t e s  a r e  o f  a  s u b j e c t i v e  n a t u r e ,  i n v o l v i n g  u n c e r t a i n t i e s  a n d  s i g n i f i c a n t

j u d g e m e n t s  a n d ,  t h e r e f o r e ,  c a n n o t  b e  a c c u r a t e l y  d e t e r m i n e d .  C h a n g e s  i n  a s s u m p t i o n s  m a y  a f f e c t  t h e s e  e s t i m a t e s .

The investments  of  the  company,  amount ing to  R$  1 ,925 ,086  at  December  31 ,  1999 (December  31 ,  1998 –  R$  1 ,555 ,382) ,

a r e  i n  u n l i s t e d  c o m p a n i e s ,  a n d  t h e r e f o r e  t h e  m a r k e t  v a l u e s  a r e  n o t  r e a d i l y  a v a i l a b l e .

(c ) Concentrat ion of  Credit  Risk

A  s u b s t a n t i a l  p a r t  o f  s a l e s  i s  m a d e  t o  d i s t r i b u t o r s  c o m p r i s i n g  a  b r o a d  d i s t r i b u t i o n  n e t w o r k .  D i r e c t  s a l e s  a r e

w i d e l y  d i s t r i b u t e d  t o  a  l a r g e  n u m b e r  o f  c u s t o m e r s .  T h e  c r e d i t  r i s k  i s  m i n i m i z e d  b e c a u s e  o f  t h e  l a r g e  c u s t o m e r

b a s e  a n d  c o n t r o l  p r o c e d u r e s  w h i c h  m o n i t o r  t h e  c r e d i t  r i s k s .  H i s t o r i c a l l y,  t h e r e  h a v e  n o t  b e e n  s i g n i f i c a n t  l o s s e s

f r o m  t r a d e  r e c e i v a b l e s .

To  m i n i m i z e  t h e  c r e d i t  r i s k  o f  i t s  i n v e s t m e n t s ,  t h e  c o m p a n y  r e s t r i c t s  t h e  a l l o c a t i o n s  o f  c a s h  a n d / o r  i n v e s t m e n t s ,

t a k i n g  i n t o  c o n s i d e r a t i o n  l i m i t s  a n d  c r e d i t  r a t i n g s  o f  f i n a n c i a l  i n s t i t u t i o n s ,  a v o i d i n g  c o u n t e r - p a r t y  c o n c e n t r a t i o n s .

C o m p a n h i a  C e r v e j a r i a  B r a h m a  

N o t e s  t o  t h e  F i n a n c i a l  S t a t e m e n t s  

a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

A l l  a m o u n t s  i n  t h o u s a n d s  o f  r e a i s  u n l e s s  o t h e r w i s e  i n d i c a t e d

Parent company Consol idated
1999 1998 1999 1998

Marketab le  secur i t ies 585,336 239,653 1,663,772 1,060,653

Loans  and f inanc ing 1,385,785 1,358,754 1,981,591 1,879,918
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(d) Foreign Currency

Tr a n s a c t i o n s  i n  f o r e i g n  c u r r e n c y  c o n s i s t  o f  s h o r t  a n d  l o n g - t e r m  i m p o r t  f i n a n c i n g ,  a c c o u n t s  p a y a b l e  t o  f o r e i g n

s u p p l i e r s ,  a n d  i n v e s t m e n t s  i n  f o r e i g n  m a r k e t s .

F o r w a r d  a n d  f u t u r e s  t r a n s a c t i o n s  a r e  c o n t r a c t e d  t o  h e d g e  t h e  g l o b a l  e x p o s u r e  i n  f o r e i g n  c u r r e n c i e s  a n d  e x c h a n g e

r a t e  v a r i a n c e s .  H e d g i n g  a c t i v i t i e s  i n  c u r r e n c i e s  a r e  d e s i g n e d  t o  m a n a g e  g l o b a l  e x p o s u r e  a n d  p r o t e c t  t h e  c o m p a n y

f r o m  p o s s i b l e  f o r e i g n  e x c h a n g e  f l u c t u a t i o n s  w h i c h  c o u l d  i m p a c t  i t s  c a s h  i n f l o w s / o u t f l o w s .

G a i n s  a n d  l o s s e s  f r o m  f u t u r e s  a n d  f o r w a r d  t r a n s a c t i o n s ,  w h i c h  h e d g e  s p e c i f i c  c o m m i t m e n t s  i n  f o r e i g n  c u r r e n c y,

a s  w e l l  a s  i n t e r e s t  r a t e  a n d  c u r r e n c y  s w a p s ,  a r e  r e c o r d e d  a t  m a r k e t  v a l u e  i n  c u r r e n t  a s s e t s  o r  l i a b i l i t i e s  w i t h  a

c o u n t e r - e n t r y  t o  f i n a n c i a l  i n c o m e  o r  e x p e n s e s .

(e) Interest  Rate and Currency Swaps

A t  D e c e m b e r  3 1 ,  1 9 9 9 ,  t h e  t o t a l  n o t i o n a l  a m o u n t  o f  i n t e r e s t  r a t e  a n d  c u r r e n c y  s w a p  c o n t r a c t s  a m o u n t e d  t o

R $  3 7 0 , 6 5 1  ( D e c e m b e r  3 1 ,  1 9 9 8  –  R $  7 8 3 , 3 4 8 )  f o r  t h e  p a r e n t  c o m p a n y  a n d  R $  1 , 1 8 1 , 8 2 7  ( D e c e m b e r  3 1 ,  1 9 9 8  –

R $  1 , 0 4 9 , 1 2 6 )  c o n s o l i d a t e d ,  t h e  m a i n  o b j e c t i v e s  b e i n g  t o  e x c h a n g e  i n d i c e s  a n d  p r o t e c t  f o r e i g n  c u r r e n c y  l i a b i l i t i e s .

I n t e r e s t  r a t e  s w a p s  r e l a t e  m a i n l y  t o  f i n a n c i a l  i n v e s t m e n t s .

I n c o m e  Ta x  a n d  S o c i a l  C o n t r i b u t i o n  o n  N e t  I n c o m e

(a) Composit ion of  the Income Tax and Social  Contr ibution Expense (Benefit )

Parent company Consol idated
1999 1998 1999 1998

Current  year

Soc ia l  contr ibut ion (18,428) (651) (13,704) 3,365

Income tax (29,777) (4 ,380) (15,890) 11,994

(48,205) (5 ,031) (29,594) 15,359

Defer red

Soc ia l  contr ibut ion (6,604) (4 ,376) (31,123) 3,888

Income tax 50,046 (3,737) 43,132 15,127

43,442 (8,113) 12,009 19,015

Net  amount  in  the s tatement  of  income (4,763) (13,144) (17,585) 34,374

1 3
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(b) Reconci l iat ion of  Income Tax and Social  Contr ibution 

T h e  e x p e n s e  ( b e n e f i t )  f o r  t h e  y e a r s  e n d e d  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8  i s  r e c o n c i l e d  t o  t h e  s t a t u t o r y  r a t e s ,

a s  f o l l o w s :

1999 1998

Consolidated net income, before income tax, social contribution and minority interests 290.691 352.769

Income tax and social  contr ibution,  at  statutory rates 107.556 116.414

Adjustments to determine the effect ive rate

Permanent  addi t ions  and exc lus ions 4,532 (3,545)

Reversa l  of  defer red tax  l iab i l i t y  on net  income of  fore ign subs id iar ies (22,480)

Adjustments  of  equi ty  ga ins  f rom f i sca l  incent ives  in  subs id iar ies 1,101 617

Adjustment  of  soc ia l  contr ibut ion on income of  fore ign subs id iar ies (61,084) 22

Tax on reversa l  of  pr ior  year  prov i s ions and ref i l ing of  income tax  returns  (49,078) (7 ,084)

Effects  of  losses  for  the year  of  subs id iar ies  wi thout a h i s tory  of  prof i tab i l i t y 56,877 25,147

Tax on reversa l  of  prov i s ions  not  deduct ib le  in  pr ior  years (11,327) (24,328)

Effect  of  the increase of  the defer red soc ia l  contr ibut ion rate  on the 1998 ba lance 3,115

Benef i t s  f rom reduced rate  appl ied to  interest  on own cap i ta l (65,922) (47,616)

Income tax  incent ives (126)

Other (3 ,355) (2 ,647)

Consol idated income tax and social  contr ibution expense (benefit ) (17,585) 34,374

C o m p a n h i a  C e r v e j a r i a  B r a h m a  

N o t e s  t o  t h e  F i n a n c i a l  S t a t e m e n t s  

a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8

A l l  a m o u n t s  i n  t h o u s a n d s  o f  r e a i s  u n l e s s  o t h e r w i s e  i n d i c a t e d
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(c ) Composit ion of  Deferred Taxes

T h e  p r i n c i p a l  c o m p o n e n t s  o f  d e f e r r e d  t a x e s  i s  a s  f o l l o w s :

D e f e r r e d  i n c o m e  t a x  a n d  s o c i a l  c o n t r i b u t i o n  a s s e t s ,  c a l c u l a t e d  o n  t h e  b a s i s  o f  t i m i n g  d i f f e r e n c e s  a n d  i n c o m e

t a x  l o s s e s  a n d  n e g a t i v e  s o c i a l  c o n t r i b u t i o n  b a s e s ,  a r e  r e c o r d e d  b y  t h e  p a r e n t  c o m p a n y  a n d  t h o s e  s u b s i d i a r i e s

w i t h a  h i s t o r y  o f  p r o f i t a b i l i t y  a n d  e x p e c t a t i o n s  o f  p r o b a b l e  r e a l i z a t i o n  i n  t h e  s h o r t - t e r m ,  a n d  r e c o r d e d  a t  r a t e s

w h i c h w i l l  b e  i n  e f f e c t  a t  t h e  t i m e  o f  r e a l i z a t i o n .

I n s u r a n c e  C o v e r a g e

T h e  c o m p a n y ’s  p r i n c i p a l  a s s e t s ,  s u c h  a s  p r o p e r t y,  p l a n t  a n d  e q u i p m e n t  a n d  i n v e n t o r i e s ,  a r e  i n s u r e d .  A l s o ,  t h e r e

a r e  i n s u r a n c e  p o l i c i e s  t o  c o v e r  t h e  t r a n s p o r t a t i o n  o f  g o o d s  a n d  p r o d u c t s .

A t  D e c e m b e r  3 1 ,  1 9 9 9  t h e  i n s u r a n c e  c o v e r a g e  i s  s u m m a r i z e d  a s  f o l l o w s :

M a n a g e m e n t  c o n s i d e r s  t h a t  t h i s  c o v e r a g e  i s  s u f f i c i e n t  t o  m e e t  a n y  l o s s e s  a r i s i n g  f r o m  d a m a g e s ,  c o n s i d e r i n g  t h a t

t h e  p l a n t s  a r e  i n  d i f f e r e n t  l o c a t i o n s .

I tems insured Risks covered Effect ive unti l Insured amount
Property,  p lant  and F i re  and sundry  r i sks December  31,  2000 240,000

equipment  and 

inventor ies

Parent company Consol idated
1999 1998 1999 1998

Long-term rece ivab les

Temporary  d i fferences

Tax loss  car ry forwards 25,439 22,885 128,353 36,331

Prov i s ion for  cont ingenc ies  and ob l igat ions 61,452 47,999 83,770 62,936

Employees ’  prof i t  shar ing 11,565 1,762 12,838 2,325

Other 8,243 28,292 15,813 32,555

106,699 100,938 240,774 134,147

Long-term l iab i l i t ies

Acce lerated deprec iat ion 22,472 29,768 23,107 30,994

Equi ty  in  the earn ings  of  fore ign companies 70,597 14,098 153,537 27,014

93,069 43,866 176,644 58,008

C h a n g e s  i n  I n f o r m a t i o n  S y s t e m s  –  Ye a r  2 0 0 0  I s s u e

T h e  c o m p a n y  h a s  b e e n  f u l l y  c o m m i t t e d  t o  a l l  a c t i v i t i e s  r e l a t e d  t o  t h e  b e g i n n i n g  o f  t h e  y e a r  2 0 0 0 .  To  a s s u r e

c o m p a n y - w i d e  c o o r d i n a t i o n  o f  a c t i v i t i e s ,  s p e c i f i c  r e s o u r c e s  w e r e  a l l o c a t e d  a n d  a  c o r p o r a t e  c o m m i t t e e  w a s  fo rmed

whi ch  in c luded  repre senta t i ve s  o f  the  va r ious  opera t ing  a rea s .  Consequent l y,  no  p rob lems  were  ident i f i ed  regard ing

d a t e s  s u b s e q u e n t  t o  1 9 9 9 .

D u r i n g  1 9 9 9 ,  R $  5 6 7  ( R $  2 , 4 2 1  i n  1 9 9 8 )  w a s  s p e n t  t o  c o n c l u d e  t h e  p r o j e c t  i n  w h i c h  i n f o r m a t i o n  s y s t e m s  w e r e

c h a n g e d  t o  b e  c o m p l i a n t  w i t h  d a t e s  s u b s e q u e n t  t o  1 9 9 9 .  

F o r e i g n  C u r r e n c y  E x p o s u r e

T h e  c o m p a n y  o p e r a t e s  i n  A r g e n t i n a ,  Ve n e z u e l a  a n d  U r u g u a y,  w h i c h  r e p r e s e n t  a p p r o x i m a t e l y  2 3 %  a n d  1 9 %  o f  i t s

t o t a l  a s s e t s  a t  D e c e m b e r  3 1 ,  1 9 9 9  a n d  1 9 9 8 ,  r e s p e c t i v e l y.  A d d i t i o n a l l y,  c e r t a i n  l o a n s  a n d  f i n a n c i n g  i n  B r a z i l a r e

d e n o m i n a t e d  i n  f o r e i g n  c u r r e n c y  ( N o t e  8 ) ,  a s  w e l l  a s  s u p p l i e r ’ s  c r e d i t s  a m o u n t i n g  t o  R $  6 1 , 0 3 6  i n  t h e  p a r e n t

c o m p a n y  ( 1 9 9 8  –  R $  6 6 , 7 8 5 )  a n d  R $  1 1 3 , 5 7 8  c o n s o l i d a t e d  ( 1 9 9 8  –  R $  8 6 , 8 7 0 ) .

T h e  c o m p a n y ’s  p o l i c y  i s  t o  h e d g e  i t s  e x p o s u r e  i n  f o r e i g n  c u r r e n c y,  a n d  f o r  t h i s  r e a s o n  i t  m a i n t a i n s  s w a p  o p e r a t i o n s

t o  c o v e r  i t s  c u r r e n c y  r i s k s  ( N o t e  1 2 ) .

1 4  

1 5  

1 6  
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E n v i r o n m e n t a l
P o l i c y

E n v i r o n m e n t a l  P r o t e c t i o n

P o l i c y

Environmental  protect ion i s  a  fundamental  pr inc ip le  our  company abides  by.  The
measure s  we  have  taken  comply  w i th  the  fo l lowing  gu ide l ine s :

• To  g u a r a n t e e  t h a t  w e  a r e  m e e t i n g  o u r  o b l i g a t i o n s  a c c o r d i n g  t o  
e a c h  a p p l i c a b l e  l a w  a n d  r e g u l a t i o n ;

• To give first choice to technologies, processes and raw materials with the least
impact  on the environment whi le  maintaining our competit ive advantage;

• To  m a i n t a i n  a  w e l l  t r a i n e d  a n d  q u a l i f i e d  t e a m  o f  p e o p l e  t o  c o n s t a n t l y
e n h a n c e  t h e  m e a s u r e s  w e  a r e  t a k i n g  t o  p r o t e c t  t h e  e n v i r o n m e n t ;

• To develop,  promote and support  educat ional  programs to  safeguard the
env i ronment  in  con junct ion  wi th  our  par tner s  and  the  communi t ie s
w h e r e  w e  o p e r a t e ;

• To  permanent l y  moni tor  and  eva luate  the  measures  we  a re  tak ing  to  
protec t  the  env i ronment .

I n v e s t m e n t s

B r a h m a  i n v e s t e d  a p p r o x i m a t e l y  U S $ 3 3 . 5  m i l l i o n  i n  t h e  i n s t a l l a t i o n  o f  I W T S s
( Indust r ia l  Wastewater  Treatment  P lants )  and  in  the  convers ion  of  i t s  indust r ia l
p l a n t s  d u r i n g  t h e  p a s t  3  y e a r s .  I n  a d d i t i o n ,  t h e  c o m p a n y  i n v e s t e d a n o t h e r
US$29,5  mi l l ion  in  env i ronmenta l  research  conducted by  spec ia l i s t s  in  that  f ie ld .

S o l i d w a s t e s ,  B y - p r o d u c t s  a n d  O t h e r  P r o j e c t s

T h e  F i s h i n g  P a r k  o f  S ã o  R a i m u n d o ,  i n  V i t ó r i a  d o  M e a r i m  ( s t a t e  o f  M a r a n h ã o ) ,
i s  a  p r o j e c t  t h a t  r e c y c l e s  r e s i d u e s :  e a c h  y e a r  6 0 0  t o n s  o f  Ta m b a q u i  a n d
C u r i m a t ã  f i s h  a r e  f e d  e x c l u s i v e l y  w i t h  s p e n t g r a i n s .  O u r  c o m m i t m e n t  i n  t h a t
f i e l d  i n t e n s i f i e d  i n  1 9 9 1  w h e n  w e  r e l e a s e d  a  p r o m o t i o n  c a m p a i g n  e n t i t l e d :
“ R e c y c l e  -  F a l l  i n  l o v e  w i t h  t h e  i d e a ” .  S o m e  o f  t h e  i n i t i a t i v e s  w e  t o o k  t o
r e c y c l e  r e s i d u e s  a r e  q u i t e  c o m p e l l i n g :

• Spentgra in s :  u sed  w i th  much  suc ce s s  i n  the  feed ing  o f  m i l k  ca t t l e .  Our
f a c t o r i e s  g e n e r a t e  e n o u g h  s p e n t g r a i n s  t o  f e e d  a  f l o c k  o f  2 0 0 , 0 0 0  
h e a d s  t h a t  p r o d u c e s  2  m i l l i o n  l i t e r s  o f  m i l k  a  d a y ;

• b e e r  y e a s t :  u s e d  a s  r a w  m a t e r i a l  i n  t h e  p r o d u c t i o n  o f  y e a s t  e x t r a c t
a  c o m m o n  f l a v o r  f o r  t h e  p r o d u c t i o n  o f  d e h y d r a t e d  s o u p s  a n d  
b r o t h ,  a n d  a  f o o d  c o m p l e m e n t ;

• p u l p  f o r  l a b e l s :  i n p u t  f o r  t h e  m a n u f a c t u r i n g  o f  c a r d b o a r d ;

• IWTSs  Mud:  used as  so i l  fer t i l i zer  as  a  resu l t  of  i t s  chemica l  compos i t ion.
A s  a  c o m p o n e n t  i n  t h e  p r o d u c t i o n  o f  o r g a n i c  f e r t i l i z e r s  a n d  
o r g a n o - m i n e r a l s  i t  g e n e r a t e s  e x c e l l e n t  r e s u l t s  i n  f a r m i n g  o f  f l o w e r s
a n d  f r u i t s ;

• Spent Keiselgur:  an important component in the recovery of  deplete lands
due  to  the  Ca l c ium and  Magnes ium e lement s  tha t  i t  supp l i e s .  M ixed  to
I W T S s  m u d  i t  c o n t r i b u t e s  t o  t h e  m a n u f a c t u r i n g  o f  o r g a n i c  f e r t i l i z e r.  

P a c k a g i n g

Brahma i s  a l so  a  p ioneer  in  the  recyc l ing  of  indus t r ia l  packag ing .  For  example ,
c o r p o r a t i o n s  s u c h  a s  L a t a s a  r e c y c l e  a l u m i n u m  t o  m a k e  n e w  c a n s .  A l s o ,  P E T
p l a s t i c  i s  d i r e c t e d  t o  R e c i p e t ,  a  c o m p a n y  s p e c i a l i z e d  i n  r e c y c l i n g  t h a t
p a r t i c u l a r  m a t e r i a l .  F i n a l l y,  g l a s s  b o t t l e s  a r e  s o l d  t o  t h e  C i s p e r  a n d  S a n t a
M a r i n a  c o m p a n i e s .



I n v e s t o r
I n f o r m a t i o n

L i s t i n g  I n f o r m a t i o n

B o v e s p a  ( S ã o  P a u l o ) B R H A 4  -  P r e f e r r e d  

B R H A 3  - C o m m o n  

B V R J  ( R i o  d e  J a n e i r o ) B R H A P N  -  P r e f e r r e d  

B R H A O N  -  C o m m o n  

N Y S E  ( N e w  Yo r k ) B R H  -  P r e f e r r e d

B R H c  -  C o m m o n  

T h e  o r d i n a r y  a n d  p r e f e r r e d  s h a r e s  o f  t h e  c o m p a n y  a r e  t r a d e d  i n  B r a z i l
o n  t h e  S ã o  P a u l o  a n d  R i o  d e  J a n e i r o  s t o c k  e x c h a n g e s .  T h e  p r e f e r r e d
s h a r e s  h a v e  p r e f e r e n c e  i n  r e s p e c t  t o  t h e  p r o c e e d s  o f  l i q u i d a t i o n  o f
t h e  C o m p a n y,  w i t h o u t  a n y  p r e m i u m  t o  e x i s t i n g  s h a r e h o l d e r s .  P r e f e r r e d
s h a r e h o l d e r s  a r e  n o t  e n t i t l e d  t o  v o t e  a t  t h e  C o m p a n y ' s  g e n e r a l  s h a r e -
h o l d e r s  m e e t i n g .  U n d e r  t h e  B r a z i l i a n  C o r p o r a t e  L a w,  d i v i d e n d  p a y m e n t s
t o  p r e f e r r e d  s h a r e h o l d e r s  m u s t  b e  1 0 %  g r e a t e r  t h a n  d i v i d e n d  
p a y m e n t s t o  o r d i n a r y  s h a r e h o l d e r s .

O n  J u n e  4 ,  1 9 9 7  t h e  C o m p a n y  r e c i e v e d  r e g i s t r a t i o n  a p p r o v a l  ( L e v e l  2 )
f r o m  t h e  S E C  t o  l i s t  A D R s  o n  t h e  N e w  Yo r k  S t o c k  E x c h a n g e ,  w i t h  e a c h
A D R  r e p r e s e n t i n g  2 0  p r e f e r r e d  o r  o r d i n a r y  s h a r e s .

L o c a l  D e p o s i t a r y  B a n k

B a n c o  I t a ú

S h a r e h o l d e r  i n f o r m a t i o n  

Te l . :  ( 5 5  1 1 )  2 3 7 - 5 1 5 1

A D R  D e p o s i t a r y  B a n k

T h e  B a n k  o f  N e w  Yo r k

C h u r c h  S t r e e t  S t a t i o n ,  P. O .  B o x  1 1 2 5 8

N e w  Yo r k ,  N Y   1 0 2 8 6   U S A

Te l . :  ( 2 1 2 )  8 1 5 - 5 8 0 0

P l e a s e  d i r e c t  a d d i t i o n a l  i n q u i r e s  t o :

I n v e s t o r  R e l a t i o n s

C o m p a n h i a  C e r v e j a r i a  B r a h m a

A v.  M a r i a  C o e l h o  d e  A g u i a r,  2 1 5

B l o c o  F,  6 º  a n d a r

S ã o  P a u l o ,  S P   C E P  0 5 8 0 4 - 9 0 0   B r a z i l

Te l s . :  ( 5 5  1 1 )  3 7 4 1 - 7 5 5 3 / 7 5 6 0 / 2 5 5 5

F a x :  ( 5 5  1 1 )  3 7 4 1 - 1 8 5 6

S i t e :  w w w. c e r v e j a r i a b r a h m a . c o m . b r
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