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NOTICE OF ILLEGIBLE PAGES

Companies House regrets that documents in iiis
company’s record have pages'which are illegible.

The poor quallty has been noted, but unfortunately
steps taken to i nmprove them were unsuccessful

f“ompames House would like to apologlse for any

inconvenience this may cause

ey,

Companies House is an Executive Agency of the Department of Trade and Industry AWANDAD FOR RXCELLENCK
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BALANCE SHEETS DECEMBER 31 1992 AN D 1991
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ASSETS

I 1992 9
CURRENT ASSETS:
¢ Cashand Cash Equivalents ..uovvei i e s 31694 87,467
¢ Accounis Recoivable (i, RO 242,508 214,464
y  Maintenance and Operating SUPPHES «.vvvvevrererereacaenn. Note 2) 135,453 185,057
Special Deposits o, (Note 3) 8,914 9,833
Prepaid Expenses and OREE —errevvermmsoeeeeseressesmmeeeeres ceeeressron 47,588 40,795
CURRENT ASSETS 466,157 537,616
' LONG-TERM ASSETS:
\ Subsidiaries and Associated Companies ...vv.iuiviienen (Note 1) 16,597 25,528
! Special Deposits .......... Cvebersrerlenartesiaerareenrrrensrararte {Nate 3) 133,004 114,825
| Othzr cmnnens Veresirernsbassrarsres brerstiea it e e an s raes . 4,019 5,732
: LONG-TERM ASSETS 153,620 146,095
|
| PERMANENT ASSETS:
! Investments
| SubSIARATIOS .vvesvenrininivims e (NOLE B) 111,393 108,724
Other Investments .....,c.eeecenen RN frvenaes it esaasas 6,689 6,500
118,082 115,224
Property and Equipmen.
Flight Equipment - Own w.cceniiniinin v {Note 6) 700,683 716,677
Flight Equipment - Purchase Lease ..o, (Note 6) 908,844 832,359
Property and Ground Equipment ....... SO {Note 6) 355,326 333,011
1,964,853 1,882,037
Accumulated Depreciation ... {Note 6) (690,855) (560,010
1,273,998 1,322,037
Flight Eq;.‘upment Le"me Contracts ..vsummmisnnn, weenes {NOIE B) 190,638 202,597
Workin Progress .. (Note?) 46,915 55,964
1,511,551 1,580,602
Deferred Charges, Net .o iininasensrmesasimriairesrsvcenns 14,857 15,654
PERMANENT ASSETS 1,644,490 1,711,520

TOTAL ASSETS 2 264,267 2,395,231

The accompanying notes are an integral part of the financial statements,



M o
LIABILITIES AND SHAREHOLDERS' EQUITY
1992 1891
CURRENT LIABILITIES
QIlE'.I)]“‘,’lb L L T Y P T T e LR I Y R R PPN T 110’509 9‘1,155
, Loans and FInancing .o o (Nott. 8) 321,811 317,411
: Current Portion - Lease Agreemonts ervirsamemaiennenes (Note 9) 127,267 95,493
i Dividends Pavable .o, v 132
ACCTURA TNLETESE wavivaiisirereriremminsmsrinnsscsssaimsssossressvssnesccsrness J6,744 54,041
Unearned 'I‘ranupurhtion REVERLES 1vvvrrerrrrerorrs eresesarerr 132,194 100,948
Feesand Cc-ntnhutmns ............... Sereriranns e ireer e 141,833 94,770
Wages and Salaries ..cveeivinninnnnnnnn, e e 21,066 23,453
Accounts Payable ... it i 53,753 51,577
Accrued Vacation Pay A0Q OLREE woorooorrersrreerseeire P 65,020 68,426
CURRENT LIABILITIES 1,010,209 401,406
i LONG-TERM LIABILITIES
' Loans and Fnancing ..., (Note 8) 93,180 904
Lease Agreements .....cccoveeinnnnens timrarrsasayinssransaanan . (Note 9) 892,553 881,745
' Subsidiaries and Associated Companies ......oveeeeeens o (Note d) 15,78 3,260
? Debentures ..o breessrertaersaiissiianies eire (Note '!b) 20,223 50,167
Accounts Payable ...t s, 92,828 44,880
LONG-TERM LIABILITIES 1,114,563 980,962
:
SHAREHOLDERS® EQUITY
Paid-in Capital Stock ......... rebereiiesanaes Cresiisraaanne. (Note 12) 261,498 254,591
ArVAlUIAtIOT RESEIVES vvviiiiiisrriisiiriionnsereriiseriressireresnessissans 120,597 174,761
Surplus Reserves ...o.ovveninan, Feresesserasrtans e aeas cernanen - 190,329
) [chu-muiated. [-‘Osses LR N RN T Y Y YN ] (242]605) g (10‘6'818‘
' SHAREHOLDERS' EQUITY 139,490 512,863
TOTAL LIABILITYES AND SHAREHOLDERS  EQUITY _ 2,264,267 2,395 ,231

The accompanying noles are an iniegral part of the Financial s'atements,
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STAT]:'.MEN'IS OF INCOME

D@_wm}mu Al 1992and 1991 T T e e e e
in Thossands vt U S, Dollars) *
1992 1991
GROSS OPERATING REVENUES
Faht ROvenues i ciis i reereieneens 2,192,070 1,984,756
Valuw-Added Tax (ICMS) <oovvviiiiinaiiervenreiineinineressssvassssaessirnn, {40,089} (27,649
2,151,981 1,957,107
OBRUL c e G st ear s e bemrrer et a b bee  veresants trsrearrrane 44,658 56,391
2,196,639 2,013,498
Taves on Revenues (P18 and FINSOCIAL) ovovvvvcinniinnsnescennnens (15,480 (20,209
Net Qperating Revenues ... CE3aEbNALKENRese1inONbS TR aP At It Dannnen 2,181,159 1,993,199
OPERATING COSTS
Elight Operations «.ovvceoeven. Ve rrrersenie e s reerrconans (1,224,573) (1,117,400}
Qther Operating COsts ..vvvvieeeiriiieriannnn. rereesiernsnsrrestrsrrress {12,728) (30,608}
Depreciation of Quwned Equipment ......veeeemirssnene reererrtenienns (63,937) {105,248)
Depreciation of Leased Equipment .....vinins v, (56,668) (50,755)
Adjustments to Inventories and I"row:,lon:, Vereeranneeeniaes aneeess . 15,253 (48,763)
{1,362,650) (1,352,774}
GROSSPROFIT ...oceviviinins Srvearvesiisreane 818,509 640,425
Commercial EXPenses ...cccvvieimmumiensirnnimrersninen. Certurraeen v (575,763) (461,634)
General and Admiuistrative EXpenses ..o, (128,534 (138,363)
Net Financial LOSS v icreiseneniinimmonnns v (186,609) (82,646)
Exchange Loss on Permanent Assets Fmanum, e . (1,102} (28,493}
Interest on Long-Term Debt for F hght L qmpment ............. {(918,002) (81,255)
Equity in Subsidiaries ... ererrvarernestiesnrerenes . (Note 5) (6,664) (9,651)
Effects of Translation ..o, e __(173,203) (79,962)
OPERATING LOSS ... Cbeessereireesrainrrnstrraesans (351,458) (241,609)
Non-operating e vimrmeeens {"Jote 1'%) (28,822) 77,310
LOSS BEFORE INCOME TAX ivvivirininivnnimminiiinineienesisensanes {380,280 (164,299)
Reversal for Incoma Tax Provision ..o o, — 26,725
NET LOSS FORTHE YEAR .ooiviciiis vis vivenminciniciimnannerssnssinn. e B80.280) (137,574
NET LOSS PER SHARE ...ociviiiiviinireerinicnicnssinnes wreareevas el {0.23)

The acontipanving notes are an integral part of the finanecial statements.
F I i



STATEMENTS OF CHANGES IN FINANCIAL POSITION
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Pecermber 21, 1992 and 1591
*eIn Thousand of U.S, Dollars)

1992

1903

SOQURCES

Operations:
, Piet Loss for the Year ..ovvvevivermmiiisssmninnienicenr e {380,2809 (137,574
! Dapreciation and Amortization ..., 106,840 124,913
: Puopreciation —Leased Equipment ..o, 56,665 20,755
[ Exchange Losses on Long~-Term Debt ....vev i, 1,016 25,982
g Equity in Subsidiaries ....... PP ST, 6,664 9,681
(209,095) 75,519
Shareholders and Third Parties:
| Net Book Value of Property and Equipment Sold .........ooeeeeie, . 104,583 151,520
Increase in Long-Term Liabilities ......ooovcnnieiniiininninnn, 268,388 296,815
. OLRELE SOUICES cvrvirermuiiisieriiniiimmemmicissierneriss o, — 3%
| TOTAL SOURCES 163,876 524,250
| USES
If Increase in Permanent .Assets:
| Investments ... vvenecinnnininn., 8,438 12,822
| Properts and EQUIPIMEDE «ooosiiiinoiiiiiiinisnnn. 169,429 450,667
| Doterred ChATEes wuviiviviinrriiiiniiire i 9,327 4,516
Increase inLong-Term ASSetS .o, 7,156 27,056
% Decrease in Long-Term Debl ...iovvv i, 86,296 76,921
Decrease in Other Long-Term Liabilities ..o, 57,430 103,603
Reduction of Net Working Capital from Incorporation of
CRUZEIRO DO SUL S.A, -5ervigos ASIC0S wovaviuvirsareariseniins 6,062 -
; Other Uses ......veee. baraeesen derbere e e s 402
! TOTAL USES 34,138 675,987
L CHANGES IN WORKING CAPITAL «.oooons viiiciimeinininine (180,262 (151,737)
! 163,676 524,250
t CHANGES IN WORKING CAPITAL ARE REPRESENTED BY:
, Current Assets
t AtEnd of Yar ..o s 466,157 537,616
i Al Beginning of Year ..o iiiaren . 537.616 557,829
: (71.459) (20.213)
'l Current Liabilities
{ AtEnd of Year .cccvveneiniiininiiinenninnn, en e (1,010,209 (901,406}
| AtBeginning of Year w....coieimiariminiinensiseos (901,406) (769,882)
f, (108,803) (131,524)
’
| CHANGES IN WORKING CAPITAL ....ccciviiniinieiiinnienniennenes (180,263 {151,737)
& The accompanying notes are an integral part of the linancial statements.
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STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
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Years ended Decembier 31, 1992 and 1991 '

{In Theusand W U8, Dollars) .

v mm i

':' Revaluation Surplus

H Renerves Reserves

! DFSCRIPTICN g.\idqul i~ I

: “apital ligght X Accumulated

f E::‘}mfg quul},!n‘.enl Tavesiments | Legal Statutory ¢ U[“w ) Totad

t Bt ako csam ol Decumber 31, 10900 L wernrens imvenons | A8, 891 237,080 28,342 AU (e X ] {37,270, WYL OTR
- Priere year Mdjustinetids - Tguity in Subsidiazies . <o . - - = - {2,239) 2.2
- Realiation of Revaluation RUSCres comcen v vrnees - (R0, b5y = - - L a
= Income Tax e Net Incorme-Subsidiarion oo " - - - - - i) el
= Icumae Tax on NELIRCOME e veericsimesienn sar snonne - -~ - - 352 1350
o et Livas Mrthe Y0ar . o vensvcrivavisessre e sonaneeuanes - = - - - (137,57 {137,570
Balanges on Docembor 31 19T innenisinsmmssansnnnny | 254,591 146,419 28,342 23,090 | 167239 {106,513} JGhR 2
= Capatal Increace Through Incer poration of CRUZEIRO

DO SULS AL - Gervigos Adreos (Extraoriinary
Sharchulders’ Mecting of December 16, 4992) wiviiiii. B005 - -~ - - I 907

= Realizatuin ot Revalustion REATS co e s - Gl {7 20y - - A4.164 -
- Reversal eVROSCIVEY 1 covmvocvammines saeknvasacssmnseanimins - - - (23,050 {167,239 190,33 -
= OE Lons FOF G YOR wunniiunancns pommpmisssenasiipnssinarssaniins - - - - - {350,240 (350,280}
Balances on December 8L T2 e« crconvisnninens | 201,408 99,554 pafis ~ ~ {242, A05) 139,490

The accompaiying notes are an integral part of the financial statements,

NOTES TO FINANCIAL STATEMENTS
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(In connection with Cruzeiros Financial Statements)

1. Summary of significant accounting practices
Accountins records

The legal accounting records of the Company are maintained in Brazitian cruzeiros and in accordance
with local accounting practices and law. Brazilian corporate law requires monetary correction (price-level
reionstatement) of permarent assets {fined assets, deferred charges and permanent investment) and sha-
reholders’ equity accounts.

The computed monetary correction amounts are recorded in the respective balance sheet accounts with
the net amount recorded as 2 gain or loss in the statement of income. The accompanying U.S. dollar fi-
nanviat statements wete translated from the Brazilian cruzeires accounts using the procedure described
below (currency translation),

Currency translation

The Company’s cruzeiro financial statements have been franslated into U.S, dollars In accordance with
the International Accoumting Standards Committee ([ASC), using the monetary - non-monetary method.
Unidor this Statement, the U.3. dollar is the functional currency as Brazil is a “high-inflation country.”

As such, balance sheet acenunts are translated into U.S. dotlars at current exchange rates tor monetary
items and ab historical rates for ol other items. Revenue and o pense accounts are tanslated at the av-
erage exchange rate i effect at each month except for thowe acco nts which relate to assets and liabilitivs,
translated at histerical rates.

Fareign curreney translation gains and losses are included in the statvment of income a5 "gain or loss on
translation.”

The remeasurement into Unitesd States dollar equivalents should not be construed as representations that
Brazilian eruzeire amounits could be converted mto United States dotars at rates of exchange used in the
proparativn ot the financial statements.

.
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Cash and cash equivalenis
Shorl-teem investments are carried at cost plus accrued interest and have maturities of less than three
moriths.

Mantenarce amid operating supplies valuation

Irventories are cacrted at the lower cost (acyuisiton or market).

Depreciatior is computed by the straiglit-line method at the rates shown in Note 6.

Purchase lease

The cost of flight cquipment acquired by purchase lease is recorded in property and equipirent and the
current and long-term debt reflected on the balance sheet.

Revalaativn of flight equipment

In Qctober 1984 the flight equipment was appraised by a specialized company at market value, Of the ap-
praisal write-up, US$ 99,554 thousand remain in property and equipment at December 31, 1992 which
will be rece gnized inincome when realized, either through deprecintion or sale.

Investments

Investments in subsidiarier are carried on the equity basis.

Revenue recognition

Sales are recorded as current labilities deaominated “Unearned transportation revenues,” and revenues
are recorded when services are rendered,

2. Maintenance and Qperating Supplies
Thousamduet L5, Dallags

TTeaam T
11557
vl

Spare parts and sundry materials coven moonas s
Work in proure™s  cacmeomesan .
IMPOTES IR PIOZVCES arurercanmivsnies O P,

3. Special Deposits

= As paarantee for lease (Sevurity ana
maintenance deposits)

Pissho a1l Cou = JAPAN wen vreeirin savariencamivars 2,002 1524 25,779 4,234 27581 a2,
Interpational Lease Finance Co.. 4 = o 22,302 21125 A5 g Asa)
Ansett Worldwide Aviation - LA — = 1,010 1010 .61t 181
Westhbutsche »TSA e wov wene - - 13,07 8.0y 13,17 02
CG.IMAL Group = heland e v - - )20 4,740 8,10 4,740
C ItohCo. Lid, = Jopan wecvn coves se covn o - - K147 4864 LRE 3,584
Bavaria Flug Gescllschaft - Germany o - 4,412 LR 4,442 AN
Orie Quro Corp. - Coman wouuoes- - - 2,725 2456 2728 2.4%
Abtsm Corp = JapIn v o= - 2330 J.891 2,329 La
SLVEG- Cayman .. s - 2,683 2,456 2,188 250
Pegasus Capital Corp, [T - - 1,580 1.5 154 Lo
Global Abreraft Leassng Ltd - Caymtan .oe s - - 1,50 15 1,340 500
Asrcraft do.931 Inc. - USA ... .  rener mes s - e 3,0 3.0 3,000 UL
Aircraft 46516 Ine, - USA  cniinncommmuessier U 7.\ N ...\ N, 0. N, 7).\

. a2 i W, RTY #2660 101,81 81,59,
= A8 grarantec for aizeratt praduction

P'rogm s Payments)
The Boeirgg Co, = USA i veesse ramon. aan 33,509 10,850 10,464 24,780 AN3TT 4,650
McDonnell Rouglas - US4 o 00 s v 5. o w12 18,581 &0 19,181 a2 kh i
{=) Advances Reccived Marubend - USA e HT585) 5, 639) a4 a3

22,241
17,747

s im, 7

Othet Deposds - o crsians o me s w

4. Intercompany transactions ~ subsidiaries and as<ociated companies
Accounts currently receivable from and pavable to subsidiaries and associated companies are shown under
the captions “Accounts receivable” and “Accounts payable” and amount to US$4,193 thousand and US$ 323
thousand (US$ 4,485 thousand and US$ 58 thousand in 1991) respectively.

Long-term items reflect loan agreements which provide for interest pursuant to legal requirements and ad-
-ances for future capital increases as follows: ]




Thousands af .8, Dolless

Assols Liabilities
1992 101 g L
CRUZFIROTH IS €., Hn.n-lqus:\ém:s - 19,8758 - -
Furdaclo BubenBerts ~ o, o . o - 14,51 2,527
Soc, Bravibeira o Tysdsma. }érm-Rumurt.ld“ Sty 9 - - 46
ICARQ B0t LA coie % 1 oerennss b caisranmes st snsansnsnsssestres srase s - — ¥ 9
Cia. 'l‘mp:m]de![n!di&;u Amdzbnin SR A panes Srarnr ve ek e TEe g pAr s abs - 4710 - -
InterfocadoraS &, e RS TSRS bus CAracsaniad v anpuante 4,476 522 - -
VARIG Agmpwcuimb.\ P, 4,629 - = 278
Expresslo Elrnnllmmdel’mpamnda Lida. erea it o 6 e 786 421 - —
i, Tropicalde Hotds vocinigorcrnn T R TY RPN 6,717 - -
SATA Servigos Auxiliares deTmnspm rebeds sstanm s earie = - 1,214 ~—
16,597 25,526 15,784 3,260
p e
5. Investments in subsidiaries
' — Thm:sz.nd-m“ LS. Dollars Thousands of .5, Dollars
Paicl-in Share- Nal Qurshare %)  Adjusted Equity
capifat holders’ {nconie capital book intrme
stock  equity 1oyt ol woling valup {losz)
Cla. Troplealue Hotei$ .o wvsciarensromscmsaveiisne 43,054 30,915 (5.008) §0.85 96.02 27,777 - {2.633)
Cla. Trapical de Hotéis da Amazdnif « evvveene coor v 5,739 29,322 (10,247) 64.57 B0L78 14,933 (6,616)
Expressdo Brasileira de l‘n.'r—\-xgnndalhla . HH2 1,082 185 99.42 w42 1,076 58
ICARD Eitord LI suee sosenmancasfusesssireinsmsnsss oot pocsrsaen 496 828 (12) 15.72 15.79 130 6
Barco VARIG S, AL vovnvnns o srncrsesnces [ 11,307 12.897 1,647 46,67 M 6,019 769
SATA Servipes Amiliares de"{ransporh: Atreot, .\ - 8,248 13,103 3,040 99,36 99.36 13,019 2,209
RID-50L Servicos Adreos Regnmms‘%z\ P 22,256 26,858 25 96,78 96,69 26,023 248
VARIG :\gmpuuam:u\ R P & ¥ 1} 70,573 (3.443) 24,02 24.02 16,950 {826}
InterLocadOfad A v s ot ae vovsenecs ncerbeesaieenan LA 1,003 27 9146 91,46 919 10t
QHher COMPd 08 st punsies wrem mnsrnon srssnss srenes ree vens 547 )

111,393 (6:663)

3.1 - The principal amounts of capital stock paid into the Company’s subsidiaries during 1992 were as
follows:

Thousands of U.5. Dollars.

Cra. Tropical de Hoté™s dd AMAZONE o coes sorimnevsaves ors O ST 6,745
SATA ‘“set'-'nqmmmharv\du Tmnsportt' Mn.‘o% A W e a1 vr 1,138
EMBUEE auar won oo comne con mine worirermpasint st caszon ooy sinshs mvesu ey sebabbnenedsdeesysbes nevms s e——— 524,

8,47

5.2 - In light of the incorporation of CRUZEIRO DO SUL S.A. - ~Servigos Aéreos, the following shares were
added fo VARIG's inwestments in subsidiary and associated companies:

Thousands of 11 5. DoYicrs
Incorpurated Equlty
amaount income {loss)
Tnt.!lshar_g_ () . {b) !
Cia Tropival de Hows . maRs 4 SRR R A ENeEe KB s ONERe MR ERAYGRS PUENANESEHeesnE o th Forssen ey .76 n 39
Cra Tropreat de Flofie dAAAZINE rermore . reveerres sone R Man 14 -
Expressao Brasieira do l’ropagn'udale.t b e 1k pu R ECxitharerd 82 Ruse KL Ee SAmeaERS RoAdbenbRr cvus w0 255 2
KARD Edirabida o e + v b st e ass s er svar 1.50 25 -
SATA ‘wms.mf\uu!mrmdn '!rampurle '\em\‘n\ LiEe care meRsmsarn ke wavserase ee Tre au 10.06 3,47 281
REVSUL Servicom Arreos Regionais 5.4, ey ekeer Cann e aeens e 2 aed [t} 98 o)
VAR, a‘\j:mpt’\ucxn.l‘i A e e b e i S, 0.03 13 -
EMIPIN o v v v cian cbr o0 ke maes bEerr ke n cabursimn 4 mukk m psene § vers  meevs stowr. weur ¢ an - . % 50
4, 2"4 i

LR L SIS T e

i Shares as wiSeplember 0 {2
(bi Fyuity Income sLonet for the pevia.d from Qutobs £ theough December of 1992,




6. Property and Equiprent
Thousands n{ U,S. Dollars

1992 1991 Depreciation (a)
Acormulaled  Netbook Accinnulated  Nat book Rates % p.a.
Cost depreciation valug Cost depreciation value Jan/Dec

o, l.FIg.*,ht equipment -
owne
Turbopropellers v coomminirmeammnn o n - =421 {24.23% 2 33.3
BT 29,333 (23,949 5,384 48,449 (30.164) 18,285 20.0
B-737 206} uvs 158,022 (86,662} 71,360 67,708 (25.172) 42,536 7.1and 166
| 9,008 [+ 7| SRR 159,284 (63,148} 96,136 250,320 {75,433} 174,887  9.5and 20.0
B-7237/747/767 engines 37,09 (10G,568) 26,526 28,723 {4,719) 24,004 58
Spare and repair parts ... . ____Ms950 1132,806) 184,144 27,236 {106,276) 19,9060 {b)

700,683 (317,133) 363,550 716,677 (266,007) 480,674
6.2. Flight equipment -
Eurchase lease

FITID cvirinrassamicnsmnuiis s - - - 40,602 {13,982} 26,620 7.1
108,858 (5.895) 102,973 78,611 {1,050 77,591 8.3
70,000 (6,806) 63,194 - - - 14.2
170,005 (54,283) 115,722 170,927 (41,254) 129,673 8.3
B7471300 < ivurensanariens 184,434 (45,185} 139,229 184,561 (34,335) 150,246 53
D670 ER “vuvcrinraass 33,789 {76,469) 267,520 338,481 (57,934) 250,547 54
B-767 - T47HO0 eNGINES ovuvsivsnsrernerse 22,733 (2,035) 20,698 1,112 (1.01%) 10,093 6.6
Trafning equipremt « simulntors .., 9,015 {5,655) 3,330 8,015 {4,507) A.508 14,2
908,84 {195,358) 712,486 832,359 (154,081) 678,278
6.3. Prcperty and ground
equipment
Training equipment (Planes and
SIMBINOrS) revvvies s e e 47,179 {15,181) 31,998 46,562 (11,985 34997 10.0
Ground euipmietl ouamim v o 149,870 (57,109} 57,761 132,137 71,299 4,838 10.0
VEhICIES v v innrian renmbnssraaciianconsens 20,06) (44,349 5,717 18,638 (11,572 7,066 0.0
Real ESIME wecsirammeriinnroniicnmmensrs 135,216 {55,730} §2,486 138,654 Hsmn 0,588  LDand 5.0

355,326 (177,364 177962 233011 (139,926) 193,085
6.4, Flight equipment - lease

contracts
BF37300 curveresemmmsnniniminirssaring 158,246 — 158,244 34,857 - 34,857
B747/300 ...... 42,392 - 32,32 164,740 - 167,740

190,638 - 190,638 202,397 - 202,597
T ocscremmsrexsivsncsnrisnivanantanssbrases 2,1555‘191 (690,858) 1,404,636 2,084,644 (5e0,010) 1,524,634

{n} In agreement with service |ives based on appraisal of October, 15883,
(b} Depracinted at the same rates a8 the related equipment,

6.5 - The amounts recorded in Property and Equipment utder “Purchase lease” refer to equipment acquir-
ed tt rough purchase lease which, owing te R.2ir characteristics, such as to the term (shorter than the ser-
vice iife of the equipment) and the symbolic purchase option value, are considered purchased items.

_ . . s : tans Thousands
f.0 - The following clianges in Property and Equipment in 1992 deserve mention: oS, Dot
= Iy, hase of | B-7377300 alveralt (purchase 10028) wuvivrssrniremis st 29,872
- Purchase of 3 B-747/300 englnes (purchase lense) .. aes veran - 16,920
~Purchase of ground equipmient and vehicles v...viires 7.324
= Purchase of 3 B-737/200 engines (purchose loase) ... 9,976
- Purchase of 2 DC-10/30 alrcraft (Saleflcaseback) ureiencinannin 20,000
- Write-0ff of B-7377200 and B-727/100 engines {residun] valug) - 4,003
- Write-off of 2 DC-10/30 nircralt (Salefleaseback) ..coueeeiansens (55.033)
~ Write-0ff of 14 Electra sircralt and spure parts ...... -
~ Write-uoff of { B7222100 i renaft « vovvrvsisrermranmeanerrmsnne (3,583}

= Write-off of 2 CF-6 502 englnes vocrvnivinnn {4.549)

6.7 - As aresult of the incoporation of CRUZEIRO DO SUL S.A. - Servigos Adreos (Note 14), the foliowing
amounts {in December, 1992 currency) were added to Property and Equipment during 1992:
Thousands of LS. Doliues

Accunwiated
Cost depreciation

T LT T

~ Fligh! eqquipment
B-%mm rertn e e et presismras s e e et e et e AnemnrrrEes bovees e 5),705 (36,327
B-727100 and A0 enginas werbarinrs " ww 9,119 (8.248)
Spare nnd repalr IS oo 31,684 (29.475)
+Ground squipment . ... - 5,888 15.378)
- Vehlcles L1146 11,136}
- Renl ostate . 3,288 {1,543}
Tatal ..cnn 10:!!464 M



7. Work in progress
On December 31, 1992 and 1991 work in progress included:
Thousaads of U.5. Dollars
1992 1991

. Technical and uperational iNfeastrUCtIFE PIOJEAS wervirsswsieremsssinrssiesissisrerimpssranierrans sssessrorsesrmsssmsararsasnsrasse 40,182 45,533
b GO SUPPOTE BQUIDMICIIE 1rviissrristssusseaatrirsnstassmstsmins s s rss T teibaps Ihonrotabtitbaribnsbfastamarsshrasiosresnstansaassmens 512 4,291
¢. Purchase and manufacturing of Dot Processing BQUIPMent v uessiinissisiassnnns sotsvmimmesomane senssusmmsscsissn 1,367 2,855

d Other . oo e cenan WrsnatuagnssTy R L T B T T P P P PP 4,854 3,588

16,915 55,568

8. Loans and Financing
Loans denominated in U.S.Dollars are considered at their original values. Other currencies are translated
into dollars at rates in force on the balance sheat dates.
Thousand of ULS.Dolluss
Shor-Tarm LongTorm Elaal
1952 139 1992 1991 Maturity

8.1 - Working capital Joans and financing

. enrean ~ 10,000
B R D R 10,000 10,670
5,700 5,146

—

D T R Ly e e T T R T I LTI

=)
Biu

APRNE
MARd

= URIDOTICO araemninmnininnsmrsmrerrarsmseenstrrsees soneeencontiasionsnentanrbins shennn

~BameTindus cuaruniietaree s 14,000

T R I T Y Y LI P PRL TP

SR R e nt g o 4,569 5,649

~ Baneo de Crédito Naclonal i 3,059 DRCO4
~Banco B.BLA, it o rensernnstnacaie R PR TS e s pennran 2698 - —

~Banco de TKIO suumeiinmmronss e annrmsar s sarssseviss sneresttes ssagsssnmmnrenr 4,279 9,356 -

~ BANCo Inter ALMNLICO 1urivirscareusnmmniassnumresrsssasstsnserssass ot rbasssnrensssentyer 5998 - MAYRS
= LIOPAS BAMK cavvneinsrestoniecaseses asassansnbsrstsnnsnssintnenss assnensrevessss sninssianaon 5005 -

~ Baniea América do Sul ...
- Banco Saftn cuvreecaigions
~ Banga Pantual ...
- Banco Industrial CM

“«BANEL] soiainnireir et s b e s v

2,623 5,707

- 9,356
~CRIBARK tirmiimmaermmivsnmieistanianemer st sesenrsss spanvarass T, - 6,3
= OIROE {3 TNSIRULIONE] tiviis wonsveitonsinatnintassiseetitrenssnsnmartsrsandssneniantnnsa 34,040 10,631
Abtoad
= CHIBADR TUSS SLOMNBORY 1 iicrnsinnsnairmsrestansssasanserersiarsaerniasisssans - - 51,000
- Interniational Lease FINANCE €0, .o tre s cnsaaasarisisiessescspieenns 10,861 105 7
« Banco Naclonal v.onserarecns srecrneaesear e s E e e p e 16,000 -
-~ Bango Bamverindus do Brastliuea. ... PTSPPPI 7,000 -
= Bance ge Coddilo MaclonallUSA ..o veraastiareary 13,800 15,000
- Banco BradoscolUSA .. cninveienn. SRR 8,500 -
= Banco do Estado de 580 PaulofUSA i iens s ias asce 18,000 14,060
< Baneo do BrasllUBA cci. ciriimirininis sttt e anaisr 20,000 22,000
~ABN AMRO N, ViUBA covreirimrvnssin seeminnimiesasrsnns bea it bamtape v sstsketesrens - 49,100
= DO (5 INSHIMHOMY - cvrsnesonusisesrorromsssrsestursryrraranitensssusstibatoupass basesdns 12,040 32,240

186,908 225,020

LI T T T T T A 3O A O O G A |

LZ11 111

MARMS
MAY2001

P1LCLL L &

Blrriosvi &

=
2

8.2 - Credit lines
Beazil

~HotMoney (11 insBaHONE o i o s e s 53,978 16,406 - —_
= (OHHEE coivmvs enincrevmmerssmensn s oner i rsasne e PRI 1,004 88 - -
AUTORA {2} eciaramnnt siovsissaniverasiny amtaaeontenes o irntpriy et trebon yassaakeassrassanita 27,829 41,974 - —
52,838 58,168 - p

I

8.3 ~ FInanced IMpOorts co.vmmmmmommmmmnm . 5,059 20810 -

8.4 - Related property and equipment:
"su“dfy "“."'“g“uﬁ’""t-y.:.” T F PP PRSI T PP 1,006 413 ‘:;m g

321,811 3241 83,180 4

(a4} Reprasented by credit lines obinined in the U.S.A. (US$ 2.4 wallluns), Germany {D3 27.4 milkions), France (FRFR 21,9 millions) and Portupal
(ESC 6344 millions), renewable, on pverage, every 90 dnys with inlerest charges a vacius tates,




8.5 - Interest charges

Working capital finance -~ Brazil - CDYCETIP + 0.5% per month
- Abroad - 7.5% p.a. - fixed
Loans - Brazil - CDVCETIP and TRD
~ Abroad - Between 5.195% and 10.0% p.a.
Interest accrued on this debt is itcluded in the Accrued Interest hine in the balance sheet under

Current Liabilities,
9. Lease Agreements Thousands of U.5. Dollars
Current partion Long-term portion
Final
1992 19 1992 1991 Maturity
9.1 Purchase Leasing
= Wilmington Trust Co. « USA (USS 251.1 milllons) . 30,065 27,599 221,082 251,147 JUNEN9
~Wilmington Trust Co, - USA (US$56.2 milliony) ., 2,728 5,270 53,452 57,965 NOV/I2003
~ Crient Leasing Co. e} alffapan (JYES 24.7 billions) 44,306 27,489 151,796 181,195 DBRCAV
- Nissho lwal Corp, et alfapan (JYE$ 23.8 billlons) v mmsinsvcinssaisnnrares, 16,309 14,870 172,770 186,255 DECR000
=Manufacturers Hanover Arrencamento Mereantil - Brazil voveeccnenne ooavier - 2,039 - -
~Citibank Leasing 5. A, - Brazil ccovcvrceniienmecmnaninennsnena rennbate 4= 1,005 - -
~ Unitanco Leasing 5. A. - Brazil {US5 1.7 miliions) ..ovecemmnnovineniiacn 833 833 833 1,667  DBECM
= Tokyo Lensing S.A. - Braxll (UBS 1.2 millions} convaincrene rorecee 503 503 754 1,256  FEBRS
- Norchen Leasing 5. A, - Bragli (UGS 1.3 millions) ........ vausrars 527 527 791 1,318 APRMS
« Franlease S.A. Brazil« (USS 1.1 millions) ... 369 369 o8 1,107 OCTAs
- Wastdeutsche Brazil (U8$ 1.4 million) wcevosississsinienans 1,286 1,166 113 1,399  FEBAM
- Nissho Iwal Corp- Japan (US§ 5.5 milllons) 1,305 2,108 3,185 5490  FEBNS
~Citibank - Brazil (US55 14.0 millions) vvu.veinorrens . 2,84 - 11,101 - JANA7
=G.IM A, Group ~ USA (US$ 28.3 millions) ... rravsie 1,779 - 26,755 - APR2002
~-G.P.A. Group - USA (55 65.7T millions) .vveerrennarcns “n 7,001 - 58,109 - MAYRS
~[BM Lonsivg Arr, Mere. - Brazil (USS 14.8 millions) vevvninenss see verinsnisinan 3202 - 11,609 - MAYNG
= {HRETS rvoriiermsatasrn drnsesrimninpersanes s visroasspranansanss srrnarann werrsrees e 376 32 576 32
114,423 3,810 713,674 690,831
9.2 Finance lease
~ International Lease Finance Co. - USA (USS 1582 millions) ... PR 10,285 9,493 147,961 156,246  APR2003
=0rix Quro Corp. - Cayman (USS 16,6 millions) .ocmmicnmisnmmsmrmes o 1,33 1,205 15,261 16,768 AUGR001
= 5L VRG - Cayman 16.9 MUIONS) siveisirsisurirsmnsenranenssariaminasnsnnsinn or 1,215 985 15,657 15,900 AUGR0M
12,834 11,6483 178,879 190,914
127,267 95,493 892,553 981,745

9.3 ~ Maturities of long-term leases
Thousands of U.S. Dollars
1992

129,859

. 137,656

145,981
119,646,
81,186
65,810
86,354

892 553

9.4 - Interest accrued on these Jease obligations is included in the Accrued Interest line in the balance sheet,
under Current Liabilities.

10. Debentures

At a Special General Meeting held on September 11, 1990, the Company’s stockholders’ approved the is-
sue on Qctober 1, 1990 of 130,000 debentures with par value equivalent to 1,000 BTNF (Braziiian Treasury
Fiscal Notes), divided into two series of 65,000 debentures each.

Sirice February 1, 1991, when the BINF was abolished by decree, the debentures have been restated ac-
cording to the Brazilian managed prime rate - the TRD (Daily Reference Rate).

‘The maturity dates of the first and second series are October 1, 1995 and March 1, 1996, respectively, and
they bear interest of 12% p.a. The debenture agreement also establishes a renegotiation procedure to ad-
just periodicall{; the interest rates to market rates %remiums). Premiums are calculnted in accordance with
criteria established in the debenture agreement. The maturity dates of the next series are June 1, and july
1, 1992, respectively. The remaining renegotiations will be made in periods to be defined by the Adminis-
trative Council, at which time the Company agrees that it will acquire any outstanding debentures from
debentureholders who do not accept the renegotiation terms,

10



n

Thousands of 1.5, Dollars

Agreed-upon  Agresd-upon
Updated premiud premivmilne

Quantity amount Interest lerest term
{35,950} () (19,46) (2,957) 65188
16,118 2413
L BRIIEY Lo errurrnecnnnuan e rarss e drent e ag e aet A RS LA RIS ARL AR R RS KxEERREE 65,000 36,064 6,234 2o
{57,600) (n) (31,959) (5,525} 7RR3
' 4,105 709

20,23 3,122 [©)

{7} Debentures In ireasury.

{b) Intorest and preminm aceruals are recorded under the heading “Current Linbilities - Accrued Intereat.”
11. Operating Leases

The following aircraft and equipment are held under operating leases:

Thousands of U.S. Dollars
Equipment Agreement Manthly
Lessor Quantity Type  Beginning  Expiry  Value Payment  Balance  Current  Long-lerm
Bavaria Flug Gesellschaft
GEMNANY evvernrvarrmimnssarsspnnar snesnn (1} 2 B-7377300  APRA1 MARM®S 30,80 510 19,820 6,120 13,770
() 2 B737800 OCTAH0 AUGMS 35,880 598 20,334 7,176 13,158
) 2 B737000  AUGW1  JULMSS 34,320 572 24,536 6,864 17,732
(2) 2 B237/800  JULW2  JUNS7 16,460 77 4i,8(7 9,293 32,524
Ansett Worldwide Aviation - USA. ..., (1} 1 B7A7TR0 MAMRD  APRAS 17,100 285 7,980 3,420 4,560
[4J) 2 B737/300  NOVAI  OCTA6 32,850 547 25,185 6,570 18,615
international Lease Finance Co,
UBA vuvismmimars nmvassesssemanvnsansennas {2 1 B-27H00  JUNBI  MAYMS 71,107 1,358 55,692 16,300 39,392
(1) 2 B737300 OCTA1  SEPA6 34,320 572 25,740 6,864 18,876
{3} i B-747600  JUN®2Z  MAY®? 85,160 1,419 75,125 17,032 58,193
Wostcleutsche « USA v ivvrveninmr < (2) 5 BZ37300 RGBS JANM4 85,140 926 (a) 12,040 11,114 926
G Group ~Ireland cooveciinns e {1} ¥ B7372000 OCT/B9  SEPMM 16,500 275 8,775 3,350 2,475
{2 2 MD-11 NOVSL  NOVRS 110,000 1,850 86,950 22,200 64,750
Nissho Twai Corp. - fapan. ... -« {2} 1 B767000  DECE®  JANS 95200 1,027 (n}) 25477 12,325 13,352
€. ltoh Co. Lid. - Japan ... . {2 2 B767/300  JUNMRO MAYNS 57,568 1026 (0} 29,762 12,316 17,446
Mitsul Corp. - JapAn +vmaiseresseirsnns (2 2 B-732500  OECHMO  NOVYAS 39,299 426 {a) 14,910 5112 9,798
(1 1 DC-A30 JUNML MAYMS 30,885 465 ()} 19,057 5577 13,480
Pegasug Capital Corp, <USA e (B 1 DC-1030  NOVD  QCTARS 3,000 500 37,006 000 15000
Global Alreraft Leasing Ltd.
Cayman cosessmnesmvanisienensn (1) 1 DC-10710  DECXO  DEC™S 30,000 500 17,500 6,000 11,500
Alreraft 46,216 Ine. - UBA L (1) 1 DC-10/30  JANMT  DECRS 30,000 500 18,000 6,000 12,000
Alreraft 46,941 Ine - USA vcvssecnnns (1) 1 DC-10530  MAYR1L  APRR6 30,000 500 20,500 6,000 14.500

{a) Average monthly payment, variable faccording to the LIBOR plus a spread of 1,5% p.a.

12. Paid-in Capital Stock

12.1 - The Company’s paid-in capitat stock, totailing USS$ 261,497,969.00, is divided into 618,591,295 shares
with no par value, Of this total number of shares, 354,487,932 are common shares and the remaining
264,073,363 are preferred voting shares, distributed as follows:

Sharcholders Commwonshams Proforved shates

~Residing in Brazll ovieeivininniniminninnicnn 353,756,325 263.766.192
= Reslding Ovarseas ....ovinciminnimen s 731.607 309171
TS vaviiisenmsisisrarnsmenrsrasssurnssrncmsssn 354,487,932 264,073,363

12.2 - Extraordinary General Shareholder’s Meetings were held on Novernber 12 and December 16, 1992 and
approved incorporation of CRUZEIRO DO SUL S.A. - Servigos Aéreos. As a resuit of this incogpomtion, the
entire capital stock of the latter companj{{ amounting to US$ 6,906,761.00 as of September 30, 1992, was
incorporated into VARIG'S capital stock through the issue of 18,561,295 new shares,

Of these new shares , 10,637,200 are common shares and 7,924,095 are preferred shares. Accordingly,
VARIG'S capital stock was incrensed from US$ 254,591,208.00 to US$ 261,497,969.00.

13. Non-Operating Inconse {Loss)

Under the fleet expansion and modernization program a series of transactions were carried owt involving
disposal of aircraft and components, and the obtention of credits granted by manufacturers on the purchase
of aircraft and engines and other revenues, as detailed below:
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Thousands of
___U.5. Dollars

- Sale of 4 Aircraft B-7277100 Alreraft .oivvveansensmenicrisemsammiisnan {1,209
»Loaseback of 2 DC- 1030 Afreraft o ovvuncnrvnmsnereniscanbnaneeavmein 14,967
= Sale of 13 Blectm-L-188 Afvertt and Supplies «ouvvcimmeminein 8,737
- Sale of Roserve ERGINES veorvenmersseniiimrmsarenirensssnssnasse sessiass (3.113)
- 5ale of Blectrn SImulator cuussemmasmnnie s s
- Credits Recelved from The Boelng Co. .
« Other Non-Operating Inconte {Losses) ...

renneRERRTEE

(56,080)

14. Incorporation of CRUZEIRO DO SUL S.A. - Servigos Aéreos,

The following are summary financial statements of CRUZEIRO DO SUL S.A. - Servigos Aéreos as of the
incorporation date, already included into VARIG'S balance sheet, as well as the results of operations for the
period from January through September of 1992,

ASSETS
LONG-TERM ASSETS ... . .
PERMANEBENT ASSETS ...

LIABILITIES ANDSHAREHOLDER'S EQUITY

CURRENT LIABILITIES .civrirmrsssniinmsrsssonsmrsnmiineinmmienirms
LONG-TERM LIABILITIES .ooiirrroimniimrrnaminsinnuimimmsssan e
SHAREHOLDERS BQUITY wivrrvemvensntn soseessranisasismnmsarsmmminssnanee

TOTAL LIABILITIES ANTD SHAREHOLDERS BQUITY .oivveereernn

STATEMENT OF INCOME

Far il period from Janwary 1o Seplember 30, 1992

Net Opernting Revenues v oo v
Operating BXPensas i s
Gross Profit . - wuanesrine
Commercial Expensa# ..
General Expenses....»
Net Pinanctal Loss ..oeovciimnicamimin
Equity in Subsidiarles «einnrammrmen
Bffects 0f TANSILION. worieirimnee somemmimssunsesans ssomassmuisssans
Opamting Loes «.oninisniin
Non-Operating Loss oo et

Lots for the Y2aT wivieesinisiammssrammsmsniemiansssns o aanasinnsivns

L T TP TP T LI P TP INY

PARBLFEERCPUR LEbd bandirdnddnne

R T e T e TP PR I TL I T TY PP

Thousandscf
U.S. Dollars

09/30/1992
25,267
369
32,564

58,200

31,330
19,963
6,907

_ 58,200

t

L
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INDEPENDENT AUDITOR’S REPORT

To the
Sharcholders and Bonrd of Directors of
“VARIG”, 5. A. (Viagio Aérea Rio-Grandense)

1.

9
o

We have audited the accompanying balance
sheets of “VARIG", 5.A. (Viagio Adrea Rio-
Grandense) as of December 31, 1992 and 1991,
and the related statements of operations,
changes in shareholders’ equity and changesin
financial position for the years then ended.
These financial statements are the responsability
of the Cotnpany’s management. Our
responsibility is to express and opinion on these
financial statements based on our audits.

. We conducted our audits in accordance with

generally accepted auditing standards in Brazil,
Those standards require that we a) plan our
work, considering the materiality of balances,
volume of transactions, and the Company’s
system of internal accounting control;

b) examine, on a test basis, evidence supporting
the amounts and disclosures in the financial
statements; and c) assess the accounting
principles used and significant estimates mado
by management, as well as evaluate the overall
financial statement presentation.

3. In our opinior, the financial ctatements referred

to in the first paragraph present fairly, inall
material respects, the financial position of
"VARIG", S.A. (Viagdo Aérea Rio-Grandense) as
of December 31, 1992 and 1991, and the results
of its operations, changes in its shareholders’s
equity and changes in its financial position for
thi years then ended, in accordance with
grneraily accepted accounting principles (Note

).

4, The financial statements as of December 31,

1992 evidence considerable losses, shortage of
working capital and a high level of
indebtedness, which, therefore, affects the
Company's economic-financial balance. The
return of the Company to profitable operational
levels and consequent economic-financial
recovery will depend on normalization of the
airlina sector overall and also on the effective
and successful implementation of the measures
described in the annual management report to
the shareholders.

S&o Paulo, Brazil
March 25, 1993

32 e oenmavd, (Lo naccld




