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About the
Report

The Annual Report
integrated with the
Administrative Report
makes transparent the
business’s sustainable
growth strategy and,
consequently, our value
generation.

We appreciate your interest in reading
our Full Annual Report. Since 2015, we
have adopted important transparency
practices with all our publics.
Throughout the report, the figures
in brackets indicate the GRI (Global
Reporting
Initiative)
indicator
codes, Standard Essential Option,
an international benchmark that
establishes directives for sustainability
reports. The GRI index, with a description
of each indicator, can be found on pages
143 to 145. (102-54)
The Company's directors and managers
were all involved in the production of the
report. This meant that we strengthened
the adoption of integrated thinking, as
recommended by the IIRC - International
Integrated Reporting Council.(102-46)
In relation to this edition, we would like
to highlight that:
• The information includes the results
relating to the period between
January 1 and December 31, 2017.
(102-50)

• Throughout the report, we use the
logos of the UN’s SDOs - Sustainable
Development Objectives - to show
how we are contributing to achieving
them. Of the 17 objectives, we are
contributing to 12 of them, as shown
below.

• Calculation
of
the
financial
indicators meets the international
accounting standards approved
by
the
Brazilian
Securities
Commission.
•A
number
of
the
socioenvironmental
indicators
are
assured by PwC, an independent
company that attests to the truth of
the data.
• The content covers all the business’s
units, except when specific units
are referred to. (102-45)
• The report is published
Portuguese and English.

in

• The report was developed by the
departments
of
Sustainability,
Communication and Accounting,
together with the managers from
the different areas, then reviewed
and validated by the Executive
Board, Statutory Board, Audit
Committee and Board of Directors.
• All the documents can be viewed
at the www.mdiasbranco.com.br
website, in the Sustainability or
Investor Relations areas.

Please send any feedback
ri@mdiasbranco.com.br (102-53)

to

Enjoy the reading!
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Message from
the Chairperson
of the Board of
Directors and
the CEO

Ladies and Gentlemen,
We are pleased to present the results
of M. Dias Branco for the financial
year 2017, and would very much like
to convey our satisfaction at having
concluded another year of significant
achievements. We should stress
that the achievements were not only
in the economic-financial area, but
also in the development of human
capital and in the implementation
of socio-environmental initiatives
aligned with our sustainability
strategy. We have therefore made
significant achievements, on our path
of continual improvement!
We recorded a net revenue of R$
5,415.4 million (+1.6% against 2016),
a net profit of R$ 844.3 million
(+7.6% against 2016), an EBITDA
of R$ 966.4 million (+5.1% against
2016. We invested R$ 307.1 million
in expansion and maintenance,
8

R$ 244 million in human capital
(including health & safety at work,
training, meals, transport, and profit
sharing programs, amongst others)
and R$ 21 million in the research
and development of new products,
environmental management, and
social investment.
We retained our domestic market
leadership in the pasta and cookie
sectors, with a rise in our share in
both markets. Our recycling rate
improved, and we reduced our
relative consumption of water and
plastic film, as well as the rate of
frequency of accidents at work. Our
energy efficiency actions saved R$ 1.6
million and the migration to the Free
Energy Market saved R$ 5.6 million,
despite the increase in electrical
intensity.
In 2017 special attention was paid
to reviewing our supply chain by reexamining processes, storage and
dispatch structures, and resizing
inventory, in order to raise our service
level, directly contributing to sales
growth and maintaining logistics

costs at suitable levels. We also
consolidated the implementation
of
the
supplier
qualification
management procedures, including
an evaluation questionnaire on socioenvironmental issues.
We also expanded our marketing
budget, focusing on bolstering our
brands, launching products with
high added value and expanding
our business in as-yet relatively
unexplored regions where we can
accentuate our market share. As a
result of our initiatives in the cookie
segment, we increased sales and
recorded greater growth in the Southeast and South regions, increasing
exports and launching new products,
with special mention going to the
Adria Plus Life line.
We therefore remain confident in
M. Dias Branco's growth potential
and certain that we are making the
necessary investments to ensure
that our business grows throughout
Brazil, in the pursuit of customer
satisfaction and value creation for our
shareholders. We are convinced that
our success today is primarily due to
the dedication of our employees, to
whom we extend our deepest thanks.
Despite the persisting adverse
business conditions, we continue
working hard to produce the highest
quality food products, ensuring that
our customers continue to remember
and look for M. Dias Branco and our
brands.
The results reinforce our belief
that we are adopting the right
structuring measures necessary for
the consistent and profitable growth
of our business, with an increasingly
integrated vision aiming to couple our
economic-financial gains with socioenvironmental advances.

Ivens Dias Branco Júnior
CEO

Maria Consuelo Saraiva Leão Dias Branco
Chairman of the Board
of Directors
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The Year’s
Headlines

The year’s highlights

Adria Plus Life

New media campaigns

Digital environment

In 2017, we made a significant entry
into the wholemeal cookie sector
with the Adria Plus Life line, whilst
we also took innovative steps with
the launch of ‘cereal bits’. At the
Fortaleza Plant, we held the first
‘Adria Plus Life Circuit’, an event
designed to announce our new
products to the employees.

We pursued different campaigns
for our brands, launching videos,
jingles and other types of material
on TV, radio and social media, such
as Instagram, Facebook and Spotify.
Many of these campaigns included
competitions with prizes for our
consumers.

With an increasing focus on the “on-line”
environment and on interaction with our
clients on digital platforms, our brands
redeveloped their websites, expanding
the customer services and providing a
more practical and responsive layout.
Special mention should be made of the
sites focused on the Fortaleza, Puro
Sabor and Adria brands.In addition
to these, the Richester brand started
selling its ‘Animados Zoo’ products via
the Internet.

A new look
The Estrela, Richester, Salsitos,
Delicitos, Pilar, Vitarella and Adria
brands changed their images in
2017, with new logos, redesigned
packaging or concepts designed
especially for the individual
brands.

“On The Go” packaging
In line with our consumers’ lifestyles,
M. Dias Branco launched products
in smaller packages so as to meet
their individual needs easily and
practically. The ‘Wafer Lanchinho’,
part of the Isabela brand, for
example, was launched in “on the
go” versions.

Partnership with Sebrae
In March, we entered into a partnership
with Sebrae to certify small businesses
working with the distribution and
processing of flour in the states of Ceará,
Bahia, Maranhão, Paraíba, Pernambuco
and Rio Grande do Norte. The project,
called ‘Transformadores de Farinha’
or ‘Flour Transformers’, trained 384
businesses up to the end of 2017.

The Adria Plus Life Circuit
performed with employees at
the Eusébio/CE plant

Full Annual Report 2017
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Welcome actions
Advances in industry

Full Report

In 2017, the industry took important
steps towards recognition as a World
Class Management (WCM) organization.
Bento Gonçalves/RS, Salvador/BA,
Jaboatão dos Guararapes/PE and the
Eusébio/CE mill were included in the
SGI (Industrial Management System)
and the Dias Branco, São Caetano
do Sul/SP and Lençóis Paulista/SP
mills started TPM (Total Productive
Management). Now, of the 12 industrial
units, 7 already operate in line with the
SGI and 8 with the TPM. Highlights were
the implementation of the SGI and TPM
in the mill operations, including World
Class Management in all the industrial
operations.

Published on March 6, the report
was themed “A full vision of the
business”. The report was amongst
the 10 best at the 19th Abrasca
Annual Report Awards (‘Brazilian
Association
of
Publicly-Held
Companies’).

The team that led the project for optimizing
Transport Management
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Transport Management
The Transport Management Optimization
Project was implemented in all the units
in Brazil during 2017. With this having
been implemented, the Company
improved the use of trucks through the
optimized planning of the operations,
increasing the vehicles’ rate of use.

At the Eusébio/CE unit we welcomed
the first two groups of young people
with hearing deficiencies from the
Filippo Smaldone Institute. In all,
40 new employees with hearing
deficiencies were brought into the
company following training provided
by a project involving both the
Sustainability and Human Resources
departments.

Port of Rio de Janeiro
We entered into a 25-year lease
agreement with a partner company
over a flour terminal at the Port
of Rio de Janeiro/RJ, with bidding
procedures conducted by the Federal
Government, thus assuming control
of the movement of cargo and the
storage of grains, notably wheat.

The year’s highlights

Recognition

The Globo Rural magazine recognizes the
importance of the Company

• We were placed 19th from amongst the
50 most-loved companies in Brazil.
The ranking was performed by a wellknown company evaluation platform
and announced in January 2017 by the
‘Exame’ magazine.
• We received many different awards
in 2017. Amongst the awards were:
Best in Agribusiness (Melhores
do Agronegócio), Delmiro Gouveia,
Brands That I Like (Marcas Que Eu
Gosto), Preferred Brands (Marcas
Preferidas), Big Brands (Grandes
Marcas) and Golden Trolley (Carrinho
de Ouro), amongst others.
• The ‘Globo Rural’ magazine, in
partnership with Serasa Experian,
acknowledged M. Dias Branco with
the Best in Agribusiness (Melhores do
Agronegócio) award in the Pastas and
Flours category, the choice being based
upon the companies’ financial results
and sustainability initiatives.
• We were one of the companies to
win the 2017 Transparency Trophy
– 21st ANEFAC Award – FIPECAFISERASA EXPERIAN, in the category
of Companies grossing in excess
of R$ 5 billion. We were amongst
the most transparent companies in
Brazil for the quality of its financial
statements in 2016.
• For the second consecutive year,
we were certified as an “Empresa
Cidadã” (“Citizen Company”) by the
Rio de Janeiro Regional Accounting
Council, of the Sistema Fecomércio,
and with the support of the Federal
University of Rio de Janeiro. The award
was presented in December to 48
companies that were recognized for
the quality of the information on social
and environmental responsibility
practices recorded in their annual
financial reports.

Representatives of
M. Dias Branco receive
the Transparency Trophy

Full Annual Report 2017
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Most Important
Performance
Indicators
SOCIO-ENVIRONMENTAL INDICATORS (R$ MILLIONS)
Metric

2014

2015

2016

2017

Investments in human capital - R$ million

191.9

203.5

229.1

244.6

Investment in Research
and Development - R$ million

5.2

6.5

8.1

8.6

Investments in environmental
management - R$ million

8.1

9.7

10.4

9.3

Social investment - R$ million

2.1

3.5

4.1

3.1

102.63

138.95

133.04

135.70

65.2

59.9

61.9

71.1

8.8

16.4

19.9

19.1

30.6

31.5

32.4

31.8

36.68

42.70

44.42

47.17

1.35

1.02

1.24

0.92

29.13

56.42

18.47

83.93

12

6

9

21

651

597

1,099

1,019

Energy intensity - kWh/tonnes of product
Recycling rate - %
Water reuse rate - %
Revenue from products with added
nutrients out of total revenue - %
Average number of hours of
training per employee
Injury frequency rate (TF)
Injury severity rate (TG)
Number of absolute incidents
registered on the Ethics Channel
Number of complaints submitted to SAC
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Investment in the construction of a new
mill at the Bento Gonçalves/RS plant will
increase wheat milling capability by 1,300
tonnes/day

SOCIO-ENVIRONMENTAL INDICATORS (R$ MILLIONS)

2015

2016

2017

4,622.2

5,328.1

5,415.4

- Cookies

2,390.9

2,745.2

2,870.1

- Pasta

1,043.7

1,205.0

1,160.6

- Flour and Bran

887.0

1,002.5

918.6

- Margarine and Fats

220.2

260.4

326.7

- Other Product Lines

80.4

115.0

139.4

Net Income

603.9

784.4

844.3

EBITDA

686.6

919.4

966.4

1,075.2

1,285.1

1,409.7

Indebtedness

755.2

643.3

341.6

Investments

456.9

263.9

307.1

Metric
Net sales revenue

Operating Expense
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Corporate
Profile
• Mission, Vision and Values
• An entrepreneurial history
• Product Categories and Core Brands
• Plants
• Certifications and Licenses
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Employees portrayed in
the ‘Honoring the Legacy
2017’ campaign
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Mission, Vision
and Values
(102-16)

We follow the principles of our organizational
identity which is the ultimate guide for the manner in
which we perfßorm our activities.
The key word for 2017 was “Legacy”. Honoring the
Legacy means continuing with our history of success,
fulfilling our mission, and remaining faithful to our
values. And this is what we managed to do throughout
the year: we work as a true team, achieve victories,
introduce new and ever more innovative products into
the market, develop our talents and celebrate the
company’s best moments and those experienced in the
careers of our employees.
Our organizational identity is represented thus:

MISSION
We offer high-quality, innovative, healthy, tasty
and competitively priced food products for
people's nourishment and enjoyment.

VISION
We contribute to society's development through successful and
sustainable partnerships, a global presence and diversified
business, and are recognized for our respect for people and the
environment, ethics, creativity, willingness to serve, simplicity
and passion for everything we do.
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VALUES
Respect
for the human essence, for our
employees, customers and consumers.
Respect for the environment by adopting
sustainable practices.

Employees
who participated
in the dissemination
of values
campaign

Creativity
The pursuit of effective solutions in an
increasingly complex and unpredictable
business world.

“Through respect, we contribute to a more
peaceful and harmonious society.”

“This is the most important skill for a
salespromoter. Being happy when people praise
the work I do.”

Antônio Edval Filho, Oven Operator

Rodolfo de Jesus, Sales Promoter

Goodwill
Solidarity, sense of community,
willingness to help, collaborate and be
constructive.

Endeavor
Constantly looking after our
expenditure and assets.

“Great desire brings down big obstacles when the
commitment to winning is greater.”
Ronaldo Brasil, General Services Supervisor

“It’s about true dedication, above all to the
reduction of costs. I always apply myself to the
work, the same way as the owner of the business
does.”
Sérgio Alexandre, Administrative Assistant

Ethics
Valuing ethical conduct, underpinned
by the truth and common good.

Achievement
Enterprise, courage,
overcoming fear and persistence.

“We should work in an ethical way, following the
right principles, and appreciating everyone’s
qualities and limitations.”

“It’s about giving your best to the work, applying all
your knowledge, and beingwilling to always move
forward.”

Kleilson Galvão, Building Maintenance Supervisor

Odorvalino Carneiro, Processes Operator III

Simplicity
Humility and keeping things simple.

Excellence
Passion for and excellence in
everything we do.

“Simplicity always helps us to maintain a pleasant
atmosphere, working as a team and looking to get
the best results.”
Silvia Patricia , Quality Control Assistant

“It’s about offering safe food, doing a great job
every day, and therefore managing to satisfy
everyone, which is our goal.”
Janileide Vasconcelos, Nutritionist

Expedition
Perfect timing, with the speed needed
by the market, rapidly perceiving
requirements to find the solutions and
applying them effectively.
“I always try to be a visionary professional, with
flexible attitudes, and getting the job done before
the agreed time”

Security
Always act preventively to avoid
accidents, building a safe working
environment, as human life comes first.
“I have safety as a guide for my routine. I help the
employees to think more about their safety.”
Débora Silva, Quality Control Analyst

Cícera Pignatari, Production Leader
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AN
ENTREPRENEURIAL
HISTORY

2000

Expanded production
in the North-East region of B

Find out more about the evolution of M. Dias Branco
over its history spanning more than 60 years:

Started operations at
a new flour mill and
pasta factory in Natal/RN.

1951

Small-scale production
Bread and pastry produced
at Padaria Fortaleza.

1992

Early vertical integration

1953

Start of operations at the Dias Branco Mill (Fortaleza/CE),
producing wheat flour and bran, with part of the production
supplying the company itself and the rest being sold in the mar
marking the company’s entry into the wheat flour sector.

Scale production
Initiated large-scale production
of biscuits and pasta at the
Fortaleza/CE plant.

1960’s

Dispersed distribution model

Focused on serving small and medium retail business
with a readily available stock.
20

1980

Commissioned the Fortaleza
Plant in Eusébio (CE)

1978

Launched the
Richester brand

Brazil

arket,

2002

Continued vertical
integration
Started operations at the special margarine and shortening
plant in Fortaleza/CE, with part of the output produced for
internal consumption and part produced for sale on the market.
The new facility marked the Company's entry into the margarine
and shortening market.

2003

New plant and expansion into
South and Southeast markets
through acquisitions
Commissioned a flour mill in Salvador/BA.
Acquired full ownership of Adria Alimentos do Brasil Ltda,
a company based in São Paulo and the owner of the Adria,
Basilar, Isabela and Zabet brands. M. Dias Branco attained
domestic market leadership in the biscuits and pasta sectors.

2005

Integrated production model
Expanded Salvador (BA) site with a new biscuit and pasta
manufacturing facility integrated with the existing wheat mill,
successfully achieving reduced logistics costs, vertical integration
and product diversification. Commissioned a new manufacturing
site called Grande Moinho Tambaú (GMT) comprising a flour mill
and pasta manufacturing facility in Cabedelo (PB),
including a distribution center.

2017

Continuous growth
Leasing of public infrastructure and land of the
port of Rio de Janeiro/RJ. We achieved the highest
ever net revenue and Ebitda in absolute values.
Launch of the Adria Plus Life products,
the Company's wholemeal line.

2016

Restructuring of
the sales model
The Multibrand Management Project (PGM)
was implemented, unifying all the sales forces
to work together with all our brands.

2015

Continued vertical
integration
Started operation of packaged toast factory and
flour mill in Eusébio (CE). Acquisition of a mill in
Rolândia/PR, expanding the vertical integration
of wheat flour. Started construction of a new mill
in Bento Gonçalves/RS.

2014

Entering new markets

2006
Listing

Made an Initial Public Offering on the
Novo Mercado segment of BM&FBOVESPA
New Market under the symbol “MDIA3”.

2008

Building
market leadership
Acquired Indústria de Alimentos Bomgosto Ltda,
a company based in Jaboatão dos Guararapes
(PE) and the owner of the Vitarella brand.

Developed a modern packaged toast factory
in Eusébio/CE and entered the cake mix market.

2011/12

Continued acquisitions
Acquired NPAP Alimentos S/A, a company based
in Recife/PE and the owner of the brand Pilar.
Acquired Estrela Group companies owning
the Estrela, Pelaggio and Salsito brands.
The acquisition marked the Company's entry
into the cake and snack market.
Acquired Moinho Santa Lúcia, a company based
in Aquiraz/CE producing flour, pasta and cookies
under the Predilleto and Bonsabor brands.
21

Product
Categories
and Core
Brands

(102-2)

With more than 60 years in the
Brazilian foodstuffs market, we offer
our consumers in every region of the
country 10 product categories:

• Cookies
• Pasta
• Wheat flour and bran
• Cake mixes
• Margarine and vegetable creams
• Cakes
• Corn and wheat snacks
• Toasts
• Chocolate covered cookies
• Cereal bits
Our brands are household names
in several markets we operate in
and bring the quality and tradition
of M. Dias Branco food products
to millions of Brazilian homes. We
have a nationwide presence with
several brands that maintain a
strong relationship of trust with the
consumers in each region.
In the Northeast, brands such
as Fortaleza, Richester, Vitarella,
Estrela, Pelaggio, Pilar, Finna and
Puro Sabor are widely consumed.
In the Southeast, our presence is
greatest with the Adria, Zabet and
Basilar brands. In the South region,
the Isabela brand is our main
representative.
It should be noted that brands such
as Vitarella and Adria are expanding
their regions of activity and winning
market shares throughout Brazil.
They all occupy notable positions in
the markets where they are present,
winning various awards in studies
conducted with consumers and
clients. Below, we note a few of our
core brands: (102-2)
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The best selling brand of
cookies in Brazil; it shares
1st place with Adria as
best selling brand of pasta
in the country.

Best selling filled cookie
brand in upstate São
Paulo, and 2nd best in
Maranhão.

Margarine with a strong
presence in Ceará.

Leader in the pastas and
cookies market in Ceará,
Piauí and Maranhão, and
the 2nd best selling brand
of pastas in the Northeast.

Best selling brand of
pastas in upstate São
Paulo.

Margarine with a strong
presence in Ceará, Piauí
and Maranhão.

The 2nd best selling brand
of filled cookies in the
Northeast region. Best
selling brand of crackers
in the Rio de Janeiro
Metropolitan Region.

One of the most traditional
food brands in the country
with over 140 years in the
market. The 2nd best
selling brand of pastas in
Pernambuco.

Brand of snacks with a
strong presence in Ceará,
Piauí and Maranhão.

Best selling brand of
pastas in Brazil, tying with
Vitarella. The best selling
brand of pastas in the
Southeast region.

Brand with a strong
presence in the North
and Northeast. Best
selling brand of pastas
in upstate Ceará.

Brand of pastas with a
strong presence in Ceará,
Piauí and Maranhão.

Leader in sales of cookies
and pastas in Rio Grande
do Sul and Santa Catarina
states.The best selling
brand of pastas in the
Southern region.

Best selling brand of
pastas in upstate Ceará.

Brand of snacks with a
strong presence in Ceará,
Piauí and Maranhão.

Best selling wheat flour in
the Northeast region and
the leading brand in
Ceará, Bahia and Rio
Grande do Norte states.

Best selling margarine in
Ceará, and 3rd best selling
brand in the Northeast.

Brand of margarine and
wheat flour with a strong
presence in the Northeast.
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Manufacturing
sites and
distribution
centers
throughout Brazil

(102-7)

We have a strong presence throughout Brazil, with 12 industrial units
and 32 distribution centers strategically located in important Brazilian
cities. A wheat mill is under construction in Rio Grande do Sul.

DISTRIBUITION CENTERS
Belém/PA
Teresina/PI
Timon/MA
São Luís/MA
Shortening and Special Margarines/CE
Docks/CE
Fortaleza Plant/CE
Maracanaú/CE
Moinho Dias Branco/CE
Crato/CE
Grande Moinho Potiguar/RN
Natal/RN

Grande Moinho Tambaú/PB
João Pessoa/PB
Caruaru/PE
Jaboatão dos Guararapes/PE
Pilar/PE
Maceió/AL
Aracaju/SE
Grande Moinho Aratú/BA
Salvador/BA
Brasília/DF
Uberlândia/MG
Rio de Janeiro/RJ

Barueri/SP
Jaboticabal/SP
Lençóis Paulista/SP
São Caetano do Sul/SP
Moinho Rolândia/PR
Pinhais/PR
Santa Rita/RS
Bento Gonçalves/RS

Cookies, Pasta, Cake
and Snack Factory
Maracanaú/CE
Wheat mill
and cookies, Pasta
and toast Factory
Eusébio/CE

Wheat mill
Fortaleza/CE
Margarine
and vegetable
fats factory
Fortaleza/CE

Wheat mill
and pasta factory
Natal/RN
Wheat mill
and pasta factory
Cabedelo/PB

Biscuit, chocolate topping
and pasta factory
Jaboatão dos Guararapes/PE

Wheat mill and
biscuit, pasta and
cake mix factory
Salvador/BA

Pasta factory
São Caetano
do Sul/SP
Cookie factory
Lençóis Paulista/SP
Wheat mill
Rolândia/PR
Cookie and pasta factory
Bento Gonçalves/RS

Manufacturing
Sites

Distribuition
Centers

Certifications

(103-2)

The international certifications we have are demonstrations
of our commitment to best management practices.
Below we list the current certifications held by each plant:

ISO 9001 - Quality Management System

ISO 22000 - Food Safety
Management System

FSSC 22000 - Food Safety
Management System

• Eusébio (CE)
• Fortaleza - CE (GME)
• Bento Gonçalves/RS
• Jaboatão dos Guararapes/PE
• Dias Branco Mill/CE

• Eusébio/CE
• Fortaleza - CE (GME)

• Jaboatão dos Guararapes/PE

ISO 14001 - Environmental Management System
• Eusébio/CE
• Jaboatão dos Guararapes/PE

OHSAS 18001 - Health
Management and
Occupational Safety System
• Jaboatão dos Guararapes/PE

Licenses
Product manufacture licenses with
the Disney brand at the Maracanaú
(CE) and Eusébio (CE) plants.
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Product manufacture licenses with
the Universal Studios brand at the
Lençóis Paulista (SP) plant.

HACCP - Hazard Analysis
and Critical Control
Points
• Salvador/BA.

Member of the
Quality team, which
acts in accordance
with international
certifications

Market
Context
• Overview of our markets
• Business model and value chain
• Competitive advantages (Vertical Integration)
• New product research and development
• Campaigns and launches
• Main brand actions
• Sales channels
• Trade fairs and events in Brazil
• Exports
• Market share
• Relations with customers and consumers
• Operating strategy and perspectives

Market Overview

Overview of our Markets
Wheat market1
Wheat flour, one of the most
consumed foods on the planet, is
a source of a considerable part of
our daily needs of carbohydrates,
protein, vitamins and iron.
The characteristics of this market
directly influence the company’s
results since wheat is the main raw
material used in the flour mills and

in the manufacture of our products,
such as cookies, pastas, wheat flour,
toasts, cake mixes and cakes.
According to the United States
Department of Agriculture (USDA),
the 2017/18 harvest will be notable
for setting a new record in world
production, with 757.0 million metric
tons (MTM) - an increase of 0.9%

over the record obtained in 2016/17.
In 2017/2018, around 67.7% of global
production is expected to be provided
by four countries and the European
Union, as shown in the chart below:

GLOBAL WHEAT PRODUCTION (IN MTM)
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Global Wheat Production and Consumption (in MTM)

Despite Russia and India having
demonstrated the biggest rates
of growth (17.2% and 13.1%
respectively) in the 2017/18 period,
in comparison with the 2016/17
period, the European Union and
China remain the biggest wheat
producers in the last period. The
European Union expects production
to be 4.4% higher than the previous
period, reaching 151.6 MTM in
2017/18 (145.2 MTM in 2016/17).
China, with a harvest of 130.0 MTM
in 2017/18, expects an increase
of 0.9% in relation to the previous
period (128.8 in 2016/17).

GLOBAL WHEAT PRODUCTION AND CONSUMPTION (IN MTM)
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Global wheat consumption, expected
to be 741.0 MTM in 2017/18,
shows a rise of 0.8% in relation to
2016/17, with 735.2 MTM. The rise of
consumption in Russia and India, of
5.0 MTM and 2.8 MTM respectively,
has balanced the lower consumption
in China, which showed a drop of 2.5
MTM.

1
More detailed information about the Company’s
markets can be found in the 2017 Reference Report
at http://ri.mdiasbranco.com.br

Source of this session: USDA – United States
Department of Agriculture – Wheat – World Market
and Trade, Jan 2018; Abitrigo – Home Page; Conab
– Monitoring of the Brazilian Harvest - Jan 2018 –
3rd collection.

Global trade has also been driven
to a new record, mainly due to an
increased demand for imports from
various Asian countries and Brazil.
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Russian exports for the 2017/18 period were estimated at 35 MTM, 25.9% higher then the previous year. Worldwide
closing stocks also increased to a new record of 268 MTM, an increase of 6.1% compared to 2016/17. China’s stock
accounts for 48% of the final global stocks. The final Russian stocks are in the order of 16.3 MTM. In the period 2017/18,
the forecast for the US is for a reduction of the final wheat stock to 26.9 MTM and an increase of 17.2% of the volume
of the European Union in relation to the previous period.

BRAZILIAN WHEAT STOCK LEVELS (IN MTM)
HARVEST
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1,683.9
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5,328.8

13,568.8
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10,000.0

367.3
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Source: CONAB, Note: (1) Estimate (2) Expected

Wheat production in Brazil remains
low compared with the world's
primary producers, but has improved
considerably over recent years.
Climate conditions unfavorable to
winter crops throughout most of
Brazil, combined with soil properties,
affect Brazil's wheat crops and/or
production costs. According to data
published by CONAB - the National
Provisions Company - actions to
stimulate research are being carried
out in Brazil, aiming to find types of
grain required for the production of
products that meet the demands of
ever more demanding consumers.
According to CONAB estimates, the
production of wheat in Brazil for
2017/2018 will be 4.5 MTM, meaning
a reduction of 29.4% in relation to
the previous harvest, due to adverse
meteorological conditions that lead

to significant farming losses. While
around 219 million hectares of
wheat will be planted in the world, in
Brazil this area will be 1.19 million
hectares, less than 1% of the world’s
total area.
Despite the climate conditions that
affect the harvest, the quality of the
grain has not been overly affected.
Of all the grains from the harvest,
40% were considered to be good,
41% average, and 19% poor. The
quantity and quality of the Brazilian
wheat production are not sufficient
to meet the consumer market
of wheat for milling. Due to this
reason, according to USDA figures,
the volume of imported wheat has
risen 48.9% in the last four years.
According to data from ABITRIGO Brazilian Wheat Industry Association
(Associação Brasileira da Indústria

de Trigo), the industry’s expected
milling for 2017/18 is 11.0 MTM,
meaning an expected reduction of
1.8% on the 2016/17 amount.
In the period 2017/18, Brazil was
ranked as the 3rd biggest wheat
importer globally. Based upon the
information published by ABITRIGO,
the biggest volume of wheat
imported by Brazil comes from
Argentina. Through until November
2017, the accumulated volume of wh
eat
originating from
Argentina was 4.7 MTM.
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The majority of the volume of wheat
consumed in Brazil is imported from
three countries. In December 2017,
the volume of the cereal imported
from Argentina was 92.94% of the
total, whilst Canada contributed
3.99% and Paraguay 3.07%. The
main destinations of the foreign
wheat were the states of São Paulo
(27.06%), Ceará (24.71%), Rio de
Janeiro (10.41%) and Pará (7.32%).

THE WORLD’S BIGGEST WHEAT IMPORTERS (IN MTM)
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Despite Argentina not figuring
amongst the five biggest global
wheat producers, according to
ABITRIGO data, the country declared
an accumulated production of
17 million tons last year, with an
average yield of 3,220kg per hectare.
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Pastas market
Brazil plays a prominent role in the
global arena, with sixth highest sales
of food pasta, behind China, Japan,
the United States, Italy and Indonesia,
with an annual volume of more
than 1 million tonnes. According to
ABIMAPI - the Brazilian Association
of Biscuit, Pasta, Industrialized
Bread
and
Cake
Industries
(Associação Brasileira das Indústrias
de Biscoitos, Massas Alimentícias e
Pães & Bolos Industrializados), food
pasta sales in Brazil amounted to
1,235 thousand tonnes in 2016. Pasta
consumption per capita in Brazil in
2016 was 6.02 kg/year. Food pasta in
Brazil is divided into dry, instant and
fresh categories.
Dry food pasta, that accounts for the
highest sales of pasta in Brazil, is
produced from semi-hard wheat and
is segmented into: semolina pasta
with egg, semolina pasta, general
purpose pasta and domestic-use
pasta. Hard grain pasta is also
produced from an imported raw
material. In the food pastas sector,

dry pasta accounted for 81.4% of
the sales volume of all the pasta
categories in 2016, according to
data published by AC Nielsen and
ABIMAPI. Considering data for 2016,
the sales of dry pasta was subdivided
into: (i) 81% - dry pasta; (ii) 15%
instant pasta; and (iii) 4% fresh pasta.
According to data from Nielsen and
ABIMAPI, between 2012 and 2016,
“dry” pasta saw the most growth,
jumping from 990,700 tons sold
in 2012 to 1,005,000 tons sold in
2016, meaning an increase of 1.6%
in volume. The instant and fresh
pastas, that saw a reduction in
volume in the same period of 6.2%
and 12.4% respectively, saw a rise
in their aggregated values, since the
revenue, in the same period, grew
27.6% in relation to instant pastas
and 19.9% in relation to fresh pastas.

According to data released by the IEA Agricultural Economy Institute of São
Paulo (Instituto de Economia Agrícola de
São Paulo), the price of pastas (general
pastas with 500 gram packaging) fell
5.9% in 2017, varying between R$
2.56 and R$ 2.41, over the 12-month
period. As such, the companies
increased their investments in the
development and updating of the
products, concentrating their efforts
on two factors: practicality (with
the development pf ready meals of
pre-cooked pastas with easy-to-use
packaging for that public seeking fast
options); and nutrition.
According to AC Nielsen data
from 2016, the southeast region
consumes 43.6% of the pasta in the
country, the Northeast region 29.8%,
the South 18.3%, the Center West
7.1%, and the North 1.2%.

SALES OF FOOD PASTAS IN 2016*
Pasta
sales in 2016
(IN MILLIONS OF TONS)

(in millions of tonnes)
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*Through until the publication of this report, the 2017 figures had not been consolidated by ABIMAPI.
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Cookies sales in 2016
(in millions
of tonnes)
SALES
OF COOKIES
IN 2016*

Cookie
market
Cookies are segmented into filled,
crackers, wafers, Maria and Maisena
(plain, sweet cookies), dry and
sweet, butter, salted, ring shaped
and others. Brazil has the 3rd highest
sales in volume of cookies sold, with
1.3 million tons recorded as being
sold in 2016, according to data from
ABIMAPI and Euromonitor.
According to data from AC Nielsen,
in 2016, Brazil consumed around
8.2 kg of cookies per inhabitant.
The south-east region accounts for
45.5% of the cookie volume sold in
Brazil, the north-east region for
30.6%, the South for 14.5%, the
Central Western region for 8.1% and
the North for 1.2%.
Economic recovery, although slight,
and the rise in living standards of
the population have encouraged
cookie consumption. During the
period of the crisis, there was no
fall in cookie consumption, only
the substitution of products with
a high aggregate value for “low
price” products, and a preference
for “family size” packaging. Cookies
which are considered functional are
also presenting expressive growth
rates, demonstrating an opportunity
to expand production of the product.

(IN MILLIONS OF TONS)
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*Through until the publication of this report, the 2017 figures had not been consolidated by ABIMAPI.

Vegetable oils
market
Vegetable oils are also important
basic products for our business.
Palm oil is principal amongst them,
being our second most-used input
product. In 2017, palm oil accounted
for 73% of the total quantity of oil
consumed by the company. Palm
oil is used in the refinery for the
manufacture of vegetable oils and
margarines.
Brazil is not currently self-sufficient
in its production of palm oil, meaning
it needs to import this commodity
from overseas markets. According
to the USDA, the 2017/18 harvest will
set a new record in world production,
with 69.4 MTM, an increase of 6.9%
over the previous year of 2016/17.
According to USDA estimates, the
biggest palm oil producers are:
Indonesia and Malaysia, where
the volume produced by these two
countries corresponds to 85% of
global production. Brazil lies in 11th
place in the list of palm oil producing
countries, with 410,000 tons of palm
oil being produced from the 17/18
harvest.
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Business Model and Value Chain

(102-9)

Our Company has a business model that has, throughout its history, constantly achieved results that are constant with
growth. The vertical integration of the manufacturing process, an extensive portfolio of brands in the operating sectors
and diversified sales channels, amongst other specific features of our business, have guaranteed the success of M Dias
Branco with our clients and consumers.

M. Dias Branco Value Chain
Supplies

Operations

Products and Society

Consumables
and packaging

Water / Wastewater / Energy /
Emissions / Waste / Human capital /
Occupational health and safety

Nutrition and
Healthiness

Vegetable oils

Process unit and
special margarines
(GME)

Packagings
Sugar, starch
and cocoa
Wheat

Raw materials

B R A N C O

Vegetable
fats
Manufacturing
Sites

Mills

Packaging

Wheat flour

Deliverables

Margarines
and Vegetable
Fats

Distribution
Centers

Cookies,
Chocolate
Retail/
coated,Pastas Wholesale/
and Cakes
Distributors/
Large retail
chains
Snacks,
Toasts and
Cereal Bits

CONSUMER

M. D I A S

Transparency
and Engagement

Flours,
Wheat Bran
and Cake mixes
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Competitive Advantages (Vertical Integration)
An important feature of the
company, with a material effect
on its financial situation, lies in
our vertical integration of the
production process. We produce the
main basic materials necessary for
our products: the wheat flour and
vegetable oil.
Our integrated production chain
provides the best conditions for
the planning of the production, the
control of the high quality of the
products and the efficient use of
the main basic materials, as well
as more competitive prices made
possible by the better management
of production costs.

Índice de verticalização
Índice de verticalização
Índice
de
verticalização
Índice
de verticalização
VERTICAL
INTEGRATION
VERTICAL
INTEGRATION
farinha de trigo
gordura
vegetal
OF WHEAT
FLOUR
OF VEGETABLE OIL
farinha
de trigo
gordura vegetal

92.1%
92.1%

93.00%
93.00%

82.6%
82.6%
88.70%
88.70%

83.40%
83.40%
2017
2016
2015

2017
2016
2015

New Product Research and Development
In 2017, R$ 8.6 million was invested
in product research and development,
leading to 50 completed projects,
including 13 new products (36 new
items) and 37 improvements and
optimizations.
The
R&D
Department,
using
specific portfolio management and
project funneling methodologies,
has optimized its activities in the
development of new products, with a
reduction of expenditure in the area
and justification of the reduction of
total investments in relation to 2016.
Amongst these projects, special
attention should be paid to the launch
of Adria Plus Life, a line of products
directed to those consumers seeking
well-being and balance, without
forgetting flavor and practicality.
The portfolio is made up of 16 SKUs,
36

amongst which are wholemeal cookies
providing a source of fiber and vitamins,
and cereal bits, a new product on
the Brazilian market. Find out more
about the R&D initiatives in the area of
packaging on pages 90 and 91, and in
relation to nutrition and healthiness on
page 94.
We should also highlight the launch
of the line of covered wafers in the
form of the products ‘Triwafer’ and
‘Chocowafer’ by the Isabela brand,
as well as the production of Vitarella
pastas at the São Caetano do Sul/SP
plant, allowing the brand to expand in
the Southeast region.
A total of 36 new products were
launched in 2017, adding R$ 17.7
million to gross revenue for the year.
As a result of the launches made in
our various segments in the last 24

92.10%
92.10%
2017
2016
2015

2017
2016
2015

Investimentos em
P&D
(R$ milhões)
INVESTMENTS IN R&D
(R$ MILLIONS)

8.6
8.1
6.5
5.2
2017
2016
2015
2014
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months, the total added to the gross
revenue for 2017 was R$ 174.3 million.

Campaigns and Launches

In relation to the improvement and
optimization projects, the R&D
Department
continued
investing
in project development and costcutting measures that generated
savings of around R$ 23 million. We
should highlight the conclusion of
optimization projects in the use of
ingredients and packaging materials,
whilst maintaining the sensory
characteristics and quality of the
products.

In 2017, we expanded our marketing investment by creating media campaigns,
launching new product lines, redesigning packaging and carrying out several
types of activation actions. Our focus is to increase sales, highlighting our
products on our clients’ shelves. To do so, around half of our marketing
budget is directed towards actions at sales points.

(102-6)

All the investment is defined jointly by the marketing and commercial
departments. We created a 360° working methodology, which consists of
a global set of initiatives that converge into a single campaign in all media
viewed by the public or market segment, with the objective of obtaining the
best return on investment in marketing, and increasing sales and the strength
of our brands.

In relation to Regulatory Affairs,
changes were made to our labeling,
entailing the addition of three
languages, with a view to expanding
into the international market. We
actively participated in technical
workshops designed to reduce sugar
levels in conjunction with government
and non-governmental agencies,
debating technological challenges and
helping set targets for reducing this
ingredient.
Partnerships were also created
with universities and technology
companies in 2017 in order to
nurture new research projects for the
years ahead, in accordance with the
Strategic Innovation Project. Innovation
management tools and methodologies
were consolidated to keep up with new
trends and devise concepts. In addition,
benchmarks with leading innovation
companies and an immersion in Silicon
Valley also bolstered the innovation
management process.
In 2018, the Company will work on a
portfolio of 73 projects focusing on
healthiness, nutrition, convenience,
sustainability and experience, aligned
with the established innovation
strategy.
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Key Brand
Actions
Fortaleza
This brand of pastas, cookies and
toasts is focused on the North
and Northeast regions, where
investments have been made in
activation campaigns and actions.
In 2017, two large-scale campaigns
were conducted on open media.
The first, conducted during the
first half of the year, broadcast a
special 30-second film on open TV,
and also aired a spot on the radio,
exploring the functional attributes of
Fortaleza products and conversing
with the female brand consumer.
Buy-and-win actions took place
simultaneously, with free gifts being
handed out. The campaign aired for
more than a month in the states of
Ceará, Bahia, Maranhão, Piauí and
Rio Grande do Norte.
The campaign premiered on open
TV and radio in October, whilst
it also integrated social media,
seeking to stress and add value to
the consumers’ experiences with
the brand products. The campaign
materials worked with the attributes
that make a difference and ensure
the products are unique, such as
toasted crackers, loose pasta, and
crispy toast. The film was broadcast
in the states of Ceará, Bahia,
Maranhão, Piauí and Rio Grande
do Norte, as well as in the Federal
District and the cities of Petrolina
and Caruaru (PE). We also staged
a buy-and-win campaign, which
distributed an exclusive cooking kit
to the consumers.
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Finna
We are continuing with our work on
the building of our brand positioning
with a new media campaign. The
items underwent a 360° approach
and used the slogan “Com Finna,
sempre dá certo”.
On top of broadcasting the film
on open TV in the states of Ceará,
Bahia and Rio Grande de Norte, in
June, videos were created for the
brand’s Facebook and YouTube
platforms. The key message
reinforced the main attributes of the
flours and cake mixes which, as well
as high performance, established
a relationship of trust with the
consumer. Actions at points of sale,
tastings and buy-and-win initiatives
were also conducted in parallel
with the media reinforcements.
The brand’s cake mix portfolio also
received new options: coconut and
‘party’ flavors.

Estrela
To present the new positioning and
the new packaging of the Estrela
brand, one of the most traditional
pasta and cookie brands in the
North and Northeast regions, we
invested in an open media campaign
celebrating 70 years of the brand’s
existence. The film “Every Family
Has a Star” ("Toda família tem uma
estrela") was broadcast on open
TV by the leading broadcasters in
Ceará, Maranhão and Rio Grande
do Norte. Spot ads on the radio and
street cars were also deployed.

Salsitos and Delicitos
In the snacks category, the Salsitos
and Delicitos brands, previously
found in the same portfolio, were
completely reworked, becoming
entirely independent brands. Salsitos
started being clearly aimed at young
people, while Delicitos became a
brand for the adult public. Both
lines’ packaging were redesigned
to follow the change. Furthermore,
Salsitos launched two new flavors:
Ham and Barbecue, meaning there
are now eight different flavor options
for consumers.

Market Overview

Richester
The Richester Animados Zoo
children’s line of cookies and cakes
broadcast two animated vignettes
on children’s programs on public
TV, Internet and cinema the whole
year round. The focus was mainly on
the states of Ceará, Maranhão, Rio
Grande do Norte, Piauí, Pernambuco
and Bahia.
The 15 exclusive characters of
Animados Zoo, inspired by Brazilian
animals, were transformed into
collectible baseball caps in a buyand-win campaign conducted in
the second half of the year. To
boost sales, new merchandising
materials were created, including
floor displays, clip strips and price
displays.
For the children’s market, a
presence on social media is
essential. The Animados Zoo line
has a dedicated channel on YouTube
with videos presenting easy recipes
and handicraft tips, amongst other
things. Animados Zoo’s Facebook
page, which has 300,000 followers,
also featured frequent interactive
actions, accompanying the open TV
campaign. The brand’s portfolio was
also expanded, with the launch of
square Animados Zoo cookies in 60g
packets.

website at the end of the year.
Distributed in supermarkets in the
North and Northeast regions, but
with fans throughout the country,
the Animados Zoo line can now be
obtained by consumers in other
regions. By using the website, they
can now buy their favorite candies
online and easily receive them at
home in boxes and display packages,
as well as in the form of special
combo packs with various types of
Animados Zoo products.
For the Amori line of cookies, that
also forms part of the Richester
portfolio, a buy-and-win campaign
was also staged to commemorate
Valentine’s Day at supermarkets in
Ceará, Piauí, Maranhão, Rio Grande
do Norte, Bahia, Rio de Janeiro and
Minas Gerais.
For the Escureto line, a Richester
cookie in the ‘dark vanilla’ category,
new packaging and new positioning
were
introduced,
aiming
to
demonstrate an appreciation for the
free and easy attitude to life of the
younger generation. To disseminate
the change, materials and initiatives
were produced at points of sale in
addition to an online campaign on
the main platforms such as YouTube,
Facebook and Spotify.

The brand started e-commerce sales
on the www.lojaanimadoszoo.com.br
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Vitarella
The brand confirmed its leadership in
the pasta and cookie sector in Brazil
in 2017. It was elected the 12th most
consumed food brand nationwide
in Brazil (Brand Footprint/ Instituto
Kantar) and was ranked first in
pasta, sandwich cookies and
cream crackers in all Pernambuco
rankings: Preferred Brands (Marcas
Preferidas) (Diário de Pernambuco),
Brands I Like (Marcas que eu Gosto)
(Folha de Pernambuco), ‘Brand
Recall (JC Recall de Marcas) and
Top Brands (Top Marcas) (Jornal
Vanguarda). It also won the Golden
Cart (Carrinho de Ouro) award from
the Pernambuco Supermarkets
Association (Associação Pernambucana
de Supermercados) (APES), as the
‘2017 Featured Brand’.
The brand received investment
in the form of a media campaign
with the slogan “No one can resist
it”, broadcast on public and cable
TV in the second half of the year.

With backup marketing on the
radio, the campaign jingle was
broadcast in the states of Bahia,
Sergipe, Alagoas, Pernambuco,
Paraíba and Rio Grande do Norte.
Advertisements were also placed
in printed newspapers and trade
journals.
Always in contact with consumers,
the brand conducted the promotion
action for Mother’s Day “Vitarella
investe no seu estilo mãe”. Prizewinning coupons were distributed
in the packaging of Vitarella
products.
New packaging was launched for
the Cracker, Maria, Maisena and
Wafers cookie lines, creating a
well-defined visual style around
the category, variety and attributes,
providing the brand with greater
visibility and featuring easy-toread lettering and greater appetite
appeal.

The brand was present at the most
important popular events and
celebrations in the Northeast, and
special packaging was developed
for Easter, Valentine’s Day and
Christmas for the D-Tone chocolate
covering, whilst commemorative
packaging was also created
especially for Natal.
For the Treloso children’s cookies,
that form part of the Vitarella brand
portfolio, a 360°campaign was
created. With an animated video and
brand jingle, the campaign included
TV, radio, outdoor billboards,
magazines and activation at points of
sale. The brand also debuted on payTV. Special digital and media posts
were made on Facebook, Instagram,
YouTube, Google and news sites, and
we used online opinion makers and
their channels.
A promotion named ‘Trelosokê’ was
carried out, inviting children to send
in videos of themselves singing the
famous Treloso jingle. The videos
were awarded prizes through a
Caixa Econômica Federal lottery.
Promotional initiatives including the
distribution of presents and cookies
were carried out and the Treloso
Gang attended the leading balls
and carnival blocks in the states of
Pernambuco, Bahia, Alagoas and
Paraíba, and the main festivities
commemorating children’s day.
The portfolio of Treloso cookies
also continued expanding, with
the launch of the ‘Treloso Mega’, a
wafer with four layers of chocolate,
strawberry and ‘brigadeiro’ fillings,
coming in 98g packets.
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Pilar
A pioneer in the manufacture of
cookies and well-known for its
tradition that stretches back more
than 140 years, Pilar has modernized
its entire line of packaging. The
new concept has brought back the
diamond shapes that were created
by Pernambuco painter Lula
Cardoso Ayres for the packaging
in the 1980s and 1990s, and which
occupy such a strong place in
consumers’ memories. The new
packaging aims to strengthen the
emotional positioning that has had
such an effect on the generations.

Adria
One of the country’s 50 most valuable
brands, according to research
performed by the IstoÉ Dinheiro
magazine in partnership with
the business consultants Kantar
Vermeer, Adria announced the new
“A vida acontece nos detalhes” brand
positioning. The new logo is more
modern and in line with the evolution
of the consumers, with completely
renewed packaging.
The new layout for the packaging of
the Adria pastas, cookies and toasts
offers greater visual unity between
the different product categories,
without radically breaking from

the old design. The new logo was
presented in a public TV campaign,
including radio advertisements,
an exclusive TV film and initiatives
conducted at points of sale.
As an important part of the brand's
face-lift, the Adria Plus Life line was
launched nationwide, with sweet and
savory cookies and cereal bits, the
main ingredients being wholewheat
flour, wholemeal oats and brown rice
flakes, depending on the product.
With practical packaging, allowing
the products to be taken anywhere,
the Adria Plus Life line is aimed at a
public looking for well-being, health

and quality of life, without forgetting
flavor.
In the toasts segment, the brand
conducted the “The trip of your
dreams happens in details” (“A
viagem dos seus sonhos acontece
nos detalhes”) promotion, in which
the winners could choose to travel
to Asia/Oceania, North America or
Europe, with the right to use charge
cards.
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Isabela
A market leader in pastas and
cookies in the Southern Region, the
Isabela brand is also now leading in
the toasts segment only two years
after entering this market. Its mix
of sweet cookies has expanded with
the inclusion of four new products:
Wafer Leite, Triwafer in the flavors
chocolate and coconut, chocowaffer
and cookies. The milk wafer was
inspired by the brand’s best selling
product: the milk cookie, known as
the "little cow cookie" (“biscoito da
vaquinha”)..
The Triwafer and Chocowaffer
cookies heralded the entry of
Isabela into a new segment: that of
chocolate covered wafers. The brand
also entered the cookie segment
with chocolate and vanilla flavor
versions, both with chocolate chips.
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The investment in brand activation
actions at points of sale was
important in the brand consolidation
strategy. Over the course of
2017, buy-and-win actions were
performed and the “Delicious Food”
(“Delícia de Cozinha”) promotion was
held, with prizes being given out to
consumers.
As is traditional, the Isabela brand
supported the “Semana Farroupilha”,
one of the most traditional ‘gaucho’
events, with presents being given
out to the public, and ads appearing
in the biggest newspapers in the
region.
For the 26th year in a row, the brand
won the Top of Mind award for
cookies and pasta from the Revista
Amanhã/RS magazine and the

Carrinho de Ouro award from AGAS
(Gaúcha Supermarket Association)
in the cookies category.

Basilar and Zabet
The Basilar pasta brand and the
Zabet cookie brand, both with sales
focused on upstate São Paulo, jointly
ran the “Chef’s Flavor, Chef’s Salary”
(“Sabor de Chef, Salário de Chef”)
promotion. By buying products,
consumers compete for prizes. The
children’s cookie line Nikito, one
of Zabet’s sub-brands, was also
included in the promotion.

Market Overview

Sales Channels

(102-6)

Domestic market
One important differential of our
Company is the geographical
reach of the production and
distribution plants in all the regions
of Brazil, allowing products to be
commercialized throughout the
country. The wide production and
logistics network allows flexibility
in meeting the demands of the
different markets, at competitive
costs. (102-4, 102-6)
We have a diversified distribution
model, capable of meeting the
needs of a wide portfolio of clients,
ranging from small retail outlets to
large chains, without concentrating
sales exclusively on a single
channel. Special mention should be
made of the increased participation
in the “Cash & Carry” channel
(self-service wholesale or retail
outlets), that has seen high growth
momentum in recent years, with
new store openings in every region
of Brazil.

REPRESENTATIVENESS OF CLIENTS
BY SALES CHANNELS
Customer Mix
Customer Mix

2017

Retail
24.8% 25.4% -0.6 p.p
Retail
24.8% 25.4% -0.6 p.p
Wholesale
28.2% 28.7% -0.5 p.p
Wholesale
28.2% 28.7% -0.5 p.p
Regional network / Key Accoun 20.5% 19.8% 0.7 p.p
Regional network / Key Accoun 20.5% 19.8% 0.7 p.p
Cash & Carry
17.9% 16.2%
1.7p.p
Cash & Carry
17.9% 16.2%
1.7p.p
Distributors
6.9%
7.9%
-1.0 p.p
Distributors
6.9%
7.9%
-1.0 p.p
Industry
1.0%
1.4% -0.4 p.p
Industry
1.0%
1.4% -0.4 p.p
Other
0.7%
0.6%
0.1 p.p
Other
0.7%
0.6%
0.1 p.p
TOTAL
100.0% 100.0%
TOTAL

100.0% 100.0%

BIGGEST CLIENTS BY REVENUE
NET OF DISCOUNTS
Largest Clients
Largest Clients

2017
Revenue 2017
Share in Revenue 2017
Revenue 2017 Net of Discount
Share in
(R$ Millions)*
(%)Revenue
(R$ Millions)*
Net of Discount (%)

Sequence
Accumulated
Sequence
Accumulated
1
Top Client
Top Client
50
49 Next biggest
49 Next biggest
100
50 Next biggest
50 Next biggest
1,000
900 Next biggest
900 Next biggest
Todos
Other Clients
Other Clients
TOTAL
TOTAL

1
50
100
1,000
Todos

In the range Accumulated
In the range Accumulated
682.6

1,778.5
491.6
1,843.7
1,785.6
6,582.0

10.4%

682.6

27.0%

1,778.5

7.5%

491.6

28.0%

1,843.7

27.1%

1,785.6

10.4%
27.0%
7.5%
28.0%
27.1%

10.4%

10.4%

37.4%

37.4%

44.9%

44.9%

72.9%
100.0%

72.9%
100.0%

6,582.0

Sales by Region – 2015 (% of revenue net of discounts)

SALES BY REGION
(% OF REVENUE NET OF DISCOUNTS)

There has also been notable growth
in the regional network/key account
channels by increasing direct service
using a proprietary sales team and
expanding the areas the Company
has been occupying in these
channels’ stores. The “distributor”
channel has been reduced, as a
result of terminating contracts, with
customers now being served directly
by the Company.
The Company has also made
progress in its strategy of
geographical diversification and
increasing sales to beyond the
north-east region. The midwest,
south and south-east regions jointly
accounted for 25.8% of our sales in
2017 (24.2% in 2016).

2016
Change
2017
2016
Change

0.5%
3.0%
3.9%
6.4%

0.4%
2.8%
4.1%
6.1%

16.4%

15.3%

69.8%

71.3%

2017

2016

Overseas

Midwest

North

South

Southeast

Northeast

Full Annual Report 2017

43

Trade Fairs and
Events in Brazil
The Company was present at the
following events, aiming to establish
closer relations with its most
important sales channels in the
country:

• Feira APAS/SP - São Paulo
SupermarketsAssociation(Associação
Paulista de Supermercados)
• Super Rio/RJ - Rio de Janeiro
State Supermarkets Association
(Associação de Supermercados do
Estado do Rio de Janeiro).
• Super Bahia/BA - Bahia State
Supermarkets, Wholesale and
Distributors Trade Fair and
Convention (Feira e Convenção
Baiana
de
Supermercados,
Atacados e Distribuidores).
• Super Mix/PE - Pernambuco
State Supermarkets, Wholesale
and Distributors Trade Fair and
Convention (Feira e Convenção
Pernambucana de Supermercados,
Atacados e Distribuidores).

Exports
In 2017, the volume exported rose
23.3% in relation to the previous
year, with an additional revenue of
R$ 33 million, 17% above the 2016
baseline. We are now trading our
products in 25 countries - a growth
of 42.11% in relation to the previous
year. We have participated in many
different international trade fairs,
amongst which are: (102-4)

We are adapting our packaging and
already have some specific items
ready for exportation in the cookie,
toasts and margarines categories.
In addition to this, we are also
adjusting our internal procedures in
the interface areas such as Logistics,
Marketing and Quality, to establish
greater efficiency in meeting the
demands of the overseas market.

• ISM and Anuga - Cologne, Germany.

The most important regions for our
exports are South America, Africa,
Central America, North America
and the Middle East.

• Gulfood and Yummex - Dubai, United
Arab Emirates.
• Summer Fancy Foods - New York,
United States.
• PLMA - Chicago, United States.

Growth of

23.3%

in relation to the previous
year, in volume of exports

• Feira Expoagas (RS) – Gaucha
Supermarkets Association (Associação
Gaúcha de Supermercados).
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Porto do Pecém, in São
Gonçalo do Amarante/CE,
one of the export routes
for our products

Market Overview

Market
Share

(102-6)

Through until 2016, the market
share data published by Nielsen took
into account retail establishments,
but as of 2017 they started to also
consider more Cash&Carry-type
retail establishments (self-service
wholesale or retail outlets).

In the graph below, the Brazil
market share (in % of volume sold)
shows M Dias Branco’s leadership
in the domestic pastas and cookies
market, as well as the share held
by our main competitors during the
accumulated period of January to
December, 2017.

COOKIE MARKET SHARE IN
BRAZIL (IN % OF VOLUME SOLD)

PASTAS MARKET SHARE IN
BRAZIL (IN % OF VOLUME SOLD)

5.7%

5.0%

5.0%

3.4%
5.0%

6.9%

6.6%

35.0%
7.1%

35.0%

Below it is the historical evolution
of our market share, showing
important growth over the last year.
We have remained the national
leader in the pastas and cookies
lines, with an increased market
share in both over 2016.

3.4%

6.9%
30.2%

9.6%

9.6%

12.5%

12.5%

30.2%

8.1%

32.4%

32.5%

32.4%

Other

Company G

pany C

M. Dias Branco

Company C

M. Dias Branco

Company H

M. Dias Branco

Company H

pany D

Company A

Company D

Company F

Company I

Company F

Company I

pany B

Company E Other

Company B

Company E

Company Other
J

Company G

Company J

*Data from NIELSEN for the period Jan/Dec, 2017.
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Relationship with Clients and Consumers
Transparency in the relationship
with clients aims to understand
their expectations, demands and
interests, supporting the innovation
process in the business. Along these
lines, we have restructured our CSD
- Customer Services Department in order to standardize our customer
services across all the brands. As of
August, the CSD began reporting
directly to the Marketing Department
and all calls were centralized at the
Eusébio/CE plant. (102-43)

the stock conditions at these points.
In 2017, there were no incidents
involving
non-compliance
with
the voluntary regulations and/or
codes related to the marketing and
communication campaigns (417-3),
whilst there were also no payments
of fines or notable indemnifications
related to the effect of products
on health and consumer safety, or
information and labeling (416-2) (417-2).

We keep our institutional website
www.mdiasbranco.com.br
(versions in Portuguese, English
and Spanish) and our LinkedIn and
Facebook social network profiles
constantly
updated,
creating
areas for dialog with all issues
being handled by the responsible
departments.

In 2017, 964 complaints about
service were registered by the
CSD of the Eusebio/CE unit. The
main complaints were in relation
to a lack of the product in stores,
lack of commercial services,
product delivery delays, product
reimbursement due to defects, and
the 0800 line being occupied. The
total number of contacts was 29,164
(27,656 in 2016), with 97.8% of
these matters being concluded and
2.2% sill ongoing. The CSD at the
Jaboatão do Guararapes/PE plant
received 55 complaints. The main
problem registered was the lack of
the product on the market, with this
being most prevalent in the states
of Pernambuco, Rio de Janeiro and
São Paulo.
We consolidated the "Going to the
Market" (“Ida ao Mercado”) Program,
in which every month the Quality
Control Coordinators from all the
industrial units visit the points of
sale to evaluate the state of the
products on the shelves, as well as
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Customer Services
Department (CSD) staff
at the Eusébio/CE plant

Market Overview

Operating Strategy and Perspectives
2017 was marked by higher sales and
higher domestic market share, mainly
in the South, Southeast and Central
Western regions. These results
demonstrate the fruits of the following
measures, implemented across the
year, which are in line with our growth
and geographical diversification
strategy:

• Investing in marketing, including
sales campaigns and updating
packaging to strengthen our
branding;
• Launching the ‘Integral Adria Plus
Life’ line;

structural improvements at several
different plants.

markets showing potential for future
activity.

In 2017, the company also took steps
forward in the export area, obtaining
promising and satisfactory results for
the long-term plans. More than R$ 33
million worth of diversified products
were sold to 25 countries, these
product portfolios including cookies,
pastas, flour, margarines, cakes, cake
mixes, toasts and snacks.

Over the coming years, we intend
to continue growing in regions
where we still have a smaller
market share, intensifying studies
in search of opportunities in new
food products, continuing our
investments in innovation, and in the
improvement of operating efficiency,
adopting increasingly sustainable
and transparent practices, focusing
on creating value for our customers,
consumers and shareholders.

In terms of acquisitions, we have continued
our work uncovering opportunities for
expansion in both current markets and

• Greater synergy between the
commercial, marketing and trade
marketing teams;
• Enhancing the service level in our
logistics chain;
• Strengthening
the
production
and distribution infrastructure,
including increasing the capacity
of the margarine and fats plant in
Fortaleza/CE.
In terms of the market perspective
for the coming years, even though
we will be facing a macroeconomic
scenario that will still be challenging,
we will continue with our growth plan,
based upon our strategic foundations:
brands, Vertical Integration, distribution,
organic
expansion,
acquisitions,
innovation, development of employees,
and operational efficiency.
Special note should be made of
the investments under way for
the construction of a mill in Bento
Gonçalves/RS, with the conclusion
of this construction expected to
take place in 2018, as well as the
modernization of our businesses, and
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Corporate
Governance
• Strategic Guidance
• Organizational Chart
• Governance Structure and Investor Relations
• Governance Bodies
• Code of Ethics
• Risks
• Internal Controls
• Policies

Strategic Guidance
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Shareholders'
Meeting

Board
of Directors
Audit
Committee

Organizational
Chart
(102-18)

The Company's organizational chart
is periodically reviewed to ensure
that it can favor the implementation
of the strategic targeting and the
proper corporate governance. In
2017, there was no need for any
alterations in the organizational
structure at board level, with the
organizational chart at the side
being maintained:

Corporate
Governance
Structure

(Novo

Mercado)

• Brazilian Corporate Governance
Code – Listed Companies.
• Dow Jones Sustainability Index.
• Business Sustainability Index (ISE)
for companies listed on the B3.
The Company has been implementing
the initiatives necessary to achieve
maximum compliance with the iMDB.
Fifty percent of the members of our
Board of Directors are independent
members, while the Audit Committee
consists entirely of independent
members,
delivering
on
our
commitment to providing high-quality
and accurate information. In addition,
50

Presidency

Industrial Vice
Presidency,
milling

Industrial
Board,
milling

Industrial VicePresidency, biscuits,
pasta, packaged
toast, margarine
and shortening.

Commercial
Vice-Presidency

Vice-Presidency
for Investments
and Controllership

Financial
Vice-Presidency

Vice-Presidency
of Management
and Development

Technical
Operations
Board

Commercial
Board

Legal
Board

Organizational
Development
Board

Industrial
Board

Commercial
Board, milling

Controller's
Board

Management
and Information
Technology Board

Research and
Development
Activities Board

Marketing
Board

New Business
and Investor
Relations Board

Logistics'
Board

Exports
Board

We strive to comply with government
requirements
established
by
regulatory agencies and other
government authorities. To facilitate
this compliance we created iMDB
– the M. Dias Branco Corporate
Governance Index – which consolidates
the following market referentials:
• New Market
regulations.

Audit, Risk and
Compliance Board

since 201 separate individuals have
held the positions of Company
CEO and Chairman of the Board of
Directors.

Investor
Relations

We also have a permanent Executive
Board operating as a support body
for the Statutory Board, which aims to
analyze scenarios and opportunities
for growth, propose strategic
targeting and facilitate the results
monitoring process.

We are listed on the New Market
(Novo Mercado) segment of B3 and
have a policy of ensuring utmost
transparency in dealing with the
market to ensure shareholders are
able to make informed investment
decisions.

The Ethics Committee meanwhile,
seeks to support the Audit Committee
in supervising the application of
our Code of Ethics and monitoring
anything related which may occur.

In 2017, the Investor Relations
department took part in 5 conferences
in Brazil and 3 conferences overseas,
as well as 5 non-deal roadshows in
Brazil and 3 overseas (in the United
States, Europe and Chile).

The Safety at Work Committee
monitors all initiatives related to this
matter.
The Image Management Committee
monitors the company’s appearances
in the press, whilst the Sustainability
Committee upholds the Company’s
sustainability practices, in line with
the strategic agenda approved by the
Statutory Board. (102-18)

It held two meetings with APIMEC Capital Market Investment Analysts
and
Professionals
Association
(Associação
dos
Analistas
e
Profissionais de Investimento do
Mercado de Capitais), performed 7 site
visits and had numerous conference
calls and in-person group and
individual meetings, as well as e-mail
contacts, all designed to respond to

Corporate Governance

split into three common shares,
with the services of a market maker
(BTG Pactual) being engaged for this
purpose.

questions from the interested parties,
pass the Company's knowledge on to
the market, and be transparent in the
disclosure of its results. A total of
576 contacts were made in the year,
against 328 contacts in 2016.. (102-43)

We conducted the first training
session
concerning
Financial
Communications
and
Investor
Relations with employees from
the
different
departments
involved in the publication of the
Company's
information,
such
as: the Controller's Office and
the Auditing, Risk Management,

The average number of shares
traded in 2017 was 2,375 (919 in
2016) and the average daily trading
amounted to R$ 25.6 million in 2017
(R$ 15.1 million in 2016). In order
to focus on improving liquidity, we
split the Company’s shares, with
each existing common share being

Communications,
Organizational
and Legal Development.
We have therefore focused on
disseminating
the
strategic
responsibilities of the Financial
Communications
and
Investor
Relations (IR), as well as emphasizing
the importance of divulging the
information to the market, thus
allowing an evaluation of the
Company's current performance
and perspectives.

Governance Bodies

(102-18)

The Company has adopted the following leading governance bodies, encouraging an environment of transparency,
sharing and accountability:
GOVERNANCE BODIES
BOARD OF DIRECTORS
Name

Job title

Age Gender

AFFONSO CELSO PASTORE

INDEPENDENT DIRECTOR

78

M

ANTÔNIO CARLOS DIAS COELHO

INDEPENDENT DIRECTOR

71

M

DANIEL MOTA GUTIERREZ

DIRECTOR (ALTERNATE)

44

M

FRANCISCO CLÁUDIO SARAIVA LEÃO DIAS BRANCO

DIRECTOR (SERVING)

51

M

FRANCISCO MARCOS SARAIVA LEÃO DIAS BRANCO

DIRECTOR (ALTERNATE)

53

M

GERALDO LUCIANO MATTOS JÚNIOR

DIRECTOR (ALTERNATE)

54

M

LUIZA ANDRÉA FARIAS NOGUEIRA

DIRECTOR (ALTERNATE)

53

F

MARIA CONSUELO SARAIVA LEÃO DIAS BRANCO

CHAIRMAN OF THE BOARD

83

F

MARIA DAS GRAÇAS DIAS BRANCO DA ESCÓSSIA

DIRECTOR (SERVING)

58

F

MARIA REGINA SARAIVA LEÃO DIAS BRANCO XIMENES

DIRECTOR (ALTERNATE)

56

F

PEDRO BRITO DO NASCIMENTO

INDEPENDENT DIRECTOR

67

M

VERA MARIA RODRIGUES PONTE

DIRECTOR (ALTERNATE)

53

F

AUDIT COMMITTEE
Name

Job title

Age Gender

ANTÔNIO CARLOS DIAS COELHO

INDEPENDENT MEMBER

71

M

JOSÉ CARLOS PINHO DE PAIVA TIMBÓ

INDEPENDENT MEMBER

70

M

JOSÉ LAÉDIO MEDEIROS

INDEPENDENT MEMBER

65

M

MARCOS ANTÔNIO MAGALHÃES BORGES

ALTERNATE MEMBER

7

M

STATUTORY EXECUTIVE BOARD
Nome

Job title
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Name

Job title

Age Gender

ANTÔNIO CARLOS DIAS COELHO

INDEPENDENT MEMBER

71

M

JOSÉ CARLOS PINHO DE PAIVA TIMBÓ

INDEPENDENT MEMBER

70

M

JOSÉ LAÉDIO MEDEIROS

INDEPENDENT MEMBER

65

M

MARCOS ANTÔNIO MAGALHÃES BORGES

ALTERNATE MEMBER

7

M

STATUTORY EXECUTIVE BOARD
Nome

Job title

Age Gender

FRANCISCO IVENS DE SÁ DIAS BRANCO JÚNIOR

CEO

57

M

FRANCISCO CLÁUDIO SARAIVA LEÃO DIAS BRANCO

INDUSTRIAL VICE-PRESIDENT -MILLING

51

M

FRANCISCO MARCOS SARAIVA LEÃO DIAS BRANCO

COMMERCIAL VICE-PRESIDENT

53

M

GERALDO LUCIANO MATTOS JÚNIOR

VICE-PRESIDENT FOR INVESTMENTS AND CONTROLLERSHIP

54

M

MARIA DAS GRACAS DIAS BRANCO DA ESCÓSSIA

FINANCIAL VICE-PRESIDENT

58

F

MARIA REGINA SARAIVA LEÃO DIAS BRANCO XIMENES

VICE-PRESIDENT OF MANAGEMENT AND DEVELOPMENT

56

F

EXECUTIVE COMMITTEE
Name

Job title

Age Gender

ANTÔNIO RYNALDO STUDART GUIMARAES

COMMERCIAL DIRECTOR, MOINHOS

75

M

ARISTÓFANES MARTINS DE ALEXANDRE

COMMERCIAL DIRECTOR

52

M

CÉSAR MARTINS ROSA VASCONCELOS REIS

DIRECTOR OF EXPORTING

39

M

DANIEL MOTA GUTIERREZ

LEGAL OFFICER

44

M

FÁBIO CEFALY DE CAMPOS MACHADO

NEW BUSINESS AND INVESTOR RELATIONS OFFICER

41

M

FERNANDO BOCCHI

RESEARCH & DEVELOPMENT OFFICER

51

M

JÚLIO BORGES DE CARVALHO

AUDIT, RISK AND COMPLIANCE OFFICER

40

M

LUIS CRISTIANO PRAZEIRES ALBUQUERQUE

ADMINISTRATIVE AND INFORMATION TECHNOLOGY OFFICER

45

M

LUIZA ANDRÉA FARIAS NOGUEIRA

ORGANIZATIONAL DEVELOPMENT OFFICER

53

F

MARK STANLEY LUYT

INDUSTRIAL OFFICER

56

M

MARTIM FRANCISCO DE A. IBRAHIM BERNARDARA

MARKETING OFFICER

40

M

MAURÍCIO FREITAS DE ARAÚJO

INDUSTRIAL OFFICER

62

M

NEWTON AKIHIRO ABE

LOGISTICS OFFICER

45

M

SIDNEY LEITE DOS SANTOS

TECHNICAL AND OPERATIONS OFFICER

50

M

VERA MARIA RODRIGUES PONTE

CONTROLLERSHIP DIRECTOR

53

F

ETHICS COMMITTEE
Name

Job title

Age Gender

DANIEL MOTA GUTIERREZ

LEGAL OFFICER

44

M

JÚLIO BORGES DE CARVALHO

AUDIT, RISK AND COMPLIANCE OFFICER

40

M

LUIZA ANDRÉA FARIAS NOGUEIRA

ORGANISATIONAL DEVELOPMENT DIRECTOR

53

F

SUSTAINABILITY COMMITTEE
Name

Job title

Age Gender

ALED CARVALHO PARRY

SUSTAINABILITY MANAGER

53

M

FÁBIO CEFALY DE CAMPOS MACHADO

NEW BUSINESS AND INVESTOR RELATIONS OFFICER

41

M

JÚLIO BORGES DE CARVALHO

AUDIT, RISK AND COMPLIANCE OFFICER

40

M

LUIZA ANDRÉA FARIAS NOGUEIRA

ORGANISATIONAL DEVELOPMENT DIRECTOR

53

F

SIDNEY LEITE DOS SANTOS

TECHNICAL AND OPERATIONS OFFICER

50

M

OCCUPATIONAL SAFETY COMMITTEE
52Name
DANIEL MOTA GUTIERREZ

Job title
LEGAL OFFICER

Age Gender
44

M

Name

Job title

Age Gender

ALED CARVALHO PARRY

SUSTAINABILITY MANAGER

53

M

FÁBIO CEFALY DE CAMPOS MACHADO

NEW BUSINESS AND INVESTOR RELATIONS OFFICER

JÚLIO BORGES DE CARVALHO

AUDIT, RISK AND COMPLIANCE OFFICER

40

M

LUIZA ANDRÉA FARIAS NOGUEIRA

ORGANISATIONAL DEVELOPMENT DIRECTOR

53

F

SIDNEY LEITE DOS SANTOS

TECHNICAL AND OPERATIONS OFFICER

50

M

Corporate41Governance
M

OCCUPATIONAL SAFETY COMMITTEE
Name

Job title

Age Gender

DANIEL MOTA GUTIERREZ

LEGAL OFFICER

44

M

EZEQUIEL LEITE DO NASCIMENTO

CORPORATE QSMA MANAGER

53

M

JÚLIO BORGES DE CARVALHO

AUDIT, RISK AND COMPLIANCE OFFICER

40

M

LUIZA ANDRÉA FARIAS NOGUEIRA

ORGANISATIONAL DEVELOPMENT DIRECTOR

53

F

SIDNEY LEITE DOS SANTOS

TECHNICAL AND OPERATIONS OFFICER

50

M

IMAGE MANAGEMENT COMMITTEE
Name

Job title

Age Gender

DANIEL MOTA GUTIERREZ

LEGAL OFFICER

44

M

MARTIM FRANCISCO DE A. IBRAHIM BERNARDARA

MARKETING OFFICER

40

M

FÁBIO CEFALY DE CAMPOS MACHADO

NEW BUSINESS AND INVESTOR RELATIONS OFFICER

41

M

FERNANDO BOCCHI

RESEARCH & DEVELOPMENT OFFICER

51

M

LUIZA ANDRÉA FARIAS NOGUEIRA

ORGANISATIONAL DEVELOPMENT DIRECTOR

53

F

JÚLIO BORGES DE CARVALHO

AUDIT, RISK AND COMPLIANCE OFFICER

40

M

TIAGO CID TIMBÓ

COMMUNICATIONS MANAGER

37

M

*The information provided on members of governance bodies is as of the date of this report (Tuesday, March 6, 2018).

The leaders of Sustainability
Working Groups share their
initiatives
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Code of Ethics

(102-16)

The Code of Ethics is a publication that
disseminates our Company’s main and
values, guiding the conduct of all the
employees and legal representatives,
and firmly establishing the standards
of behavior expected in relation to
commercial partners, investors and
consumers.

Upon joining the Company, all
employees are required to sign a
Code of Ethics Terms of
Commitment

We offer our employees and
any other interested parties the
‘Ethics Channel’, an instrument for
receiving communications related
to any conduct that may be contrary
to its code of ethics. The Ethics
Channel is a free, confidential and
outsourced service, accessible by
phone, e-mail, PO box or internet. It
is worth stressing that this channel
guarantees the anonymity of the
person making the statement, or in
other words, identification is optional.
(102-17)

In 2017, the channel received 14
communications on human rights that
were considered to be well-founded
and 7 that were under analysis by the
Ethics Committee. In handling the
communications which were deemed
to have grounds, improvements were
made to controls and the disciplinary
measures applied (verbal and formal
warnings, and suspensions), as well as
dismissals with or without just cause.

ETHICS CHANNEL: NUMBER OF COMPLAINTS
RELATED TO THE IMPACT ON HUMAN RIGHTS REGISTERED,
PROCESSED AND RESOLVED BY MEANS OF FORMAL MECHANISMS
Subject
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2015
Registered
Resolved
in the period in the period

2016
Registered
Resolved
in the period
in the period

2017
Registered
Resolved
in the period
in the period

Moral Harassment

0

0

3

3

7

5

Sexual Harassment

1

1

0

0

3

2

Discrimination

0

0

0

0

2

0

Social and Environmental
Responsibility

5

5

2

2

1

1

Occupational
and Health

0

0

4

4

8

6

TOTAL

6

6

9

9

21

14

Corporate Governance

Risks
The Company has a formal risk
management policy, revised by the
Audit Committee and approved by
the Statutory Board. The objective
of the risk management policy is
to establish definitions, guidelines,
assessment criteria, tendency to risk
and responsibility for the corporate
risk management process, to ensure
that:

• The business risks inherent to
M. Dias Branco´s activities are
identified, assessed and minimized
to an acceptable level.
• The internal control structure is
continually revised.

• The potential areas of conflict of
interests are identified and the
associated risks minimized.
• All employees fully understand the
objectives and their roles in the
risk management process.
• A common language and classification
of risks and internal controls is defined.
• Key user recommendations are
duly implemented.
• The strategic objectives of M. Dias
Branco are fully complied with.

The risk management policy
classifies the main strategic,
market, regulatory, reporting and
operating risks, based on qualitative
and quantitative measurement
methodologies. Based on the
assessment and measurement
of risks prepared by the risk
management area, the Company
seeks protection against those that,
in its opinion, have the greatest
potential to adversely affect its
results. The main risks identified can
be seen in the Reference Form filed
at the CVM - Brazilian Securities
Commission, and also available on
the Company’s investor relations
site.

RISK MANAGEMENT METHODOLOGY
U N D E R S TA N D I N G T H E O R I G I N O F R I S K S
New processes

Mergers and
Acquisitions

Failures in
controls in place

Changes in
systems

External factors

INVENTORY AND ASSESSING THE RISKS
Identifying risks

Qualitative assessment
of Risks

Quantitative assessment
of risks

Response
to the risks

E S TA B L I S H M E N T O F C O N T R O L S
Control
designs test

Identifying
controls

Test of the
Operation of Controls

MONITORING AND REPORT
Action
plans

Parent Company
Updates and Reporting
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Internal
Controls
The main risk mitigation instrument
adopted by the Company consist
of continual improvement to the
control environment which is
properly monitored, tested and updated in order to address each risk
identified with at least one internal
control capable of mitigating it. Just
as is the situation in relation to risk
management, so too with respect to
internal controls, we have adopted
as benchmarks the guidelines of the
main entities in these areas, such
as COSO (Committee of Sponsoring
Organizations of the Treadway
Commission), IIA (Institute of
Internal Audit) and IBGC (Brazilian
Institute of Corporate Governance).
In 2017, we implemented the
second cycle of the implementation
of the GRC (Governance, Risk and
Compliance) software for electronic
management of the risk matrices
and internal audit test routines as
well as monitoring of the corrective
action plans. With this management
tool, the controls are specified
according to previously defined
criteria. These criteria take into
consideration the type of control,
the way it is executed, its relevance
within the organizational context,
the frequency for executing it, if
the control is a key control and the
classification of the control.
In accordance with the annual
planning of the Audit, Risks and
Compliance Board, which reports
directly to the Audit Committee, the
control environment is evaluated
from two perspectives: to establish
whether the design of the internal
56

control meets our expectations; and
if the controls operate in accordance
with previously defined criteria and
mitigate the corresponding risks.
With specific respect to quality
assurance in financial reporting, the
activities undertaken are governed
by internal policies, procedures
and internal controls approved and
disclosed in channels that can be
accessed by the employees involved.
Reconciliation routines were defined
to ensure the integrity and complete
register of financial information in
the Company´s system.

Policies
There exist 45 published organizational
policies that our employees should
follow in the performance of their duties,
thus strengthening the corporate
governance. The following departments
havespecificpolicies:Audit,Commercial,
Accounting, Accounts Payable, Credit,
Organizational Development, Tax,
Administrative Management, Contract
Management, Processes Management,
Infrastructure and Technology, Logistics,
Marketing, Civil Engineering Nucleus,
Investor Relations and New Business,
Occupational Health and Safety,
Supplies and the Treasury.
During the course of the text, we
note the most important policies for
the context of the issues covered in
this report.

Corporate Governance

The controls and policies
are distributed to the
employees at meetings and
Management dashboards
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Sustainability
Strategy
(102-46, 102-47)

• Engagement and Relationship with Stakeholders
• A Culture of Sustainability

M. Dias Branco
works with the view that
sustainability
is the business itself
rather than just a
dimension of it.

Sustainable
development
is
development that meets the needs
of the present without compromising
the ability of future generations
to meet their own needs. Through
its management practices, M.
Dias Branco seeks to make its
commitment
to
sustainability
increasingly effective.
In this chapter of the report, we
explain our sustainability strategy
in more depth, presenting the
initiatives designed to raise the value
of human capital, as well as what
has been performed in the socioenvironmental area. We believe
that these foundations - people,
society, the environment - are

fundamental for the Company to
achieve sustainable success, which
is shown in the results presented in
the Economic-Performance chapter
at the end of the report.
We should stress that the various
initiatives performed in 2017
are in line with the Sustainable
Development
Goals
(SDGs)
established by the United Nations
Organization (UN), as we illustrate
during the course of this report.
Below you will find a statement of
the SDG material issues met by the
Company, which note the advances
made in the important area of
sustainable development.

MATERIAL ISSUES AND SUSTAINABLE DEVELOPMENT OBJECTIVES
SUSTAINABLE
DEVELOPMENT
OBJECTIVES
PURSUED
BY THE COMPANY

Economic
Ethics and Integrity
Stakeholder engagement
Development of Human Capital
Occupational Health and Safety
Training and Education
Nutrition and Healthiness
Packaging
Waste Material
Water and Wastewater
Energy and Emissions
Communities and social investment
Consumables
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Global food
industry trends

Greater corporate accountability
A commitment to food security, reducing
hunger and poverty, and environmental
conservation. Increasingly stringent control of
water and energy consumption and emissions
and waste. Social and environmental issues
across the value chain.

Increasing government
intervention
Stricter social and environmental
legislation and standards. Privately
owned land in foreign countries.
Inclusion of small farmers in the
broader market and incentives for
environmentally friendly farming
practices.

Global
population
increase
An estimated population of
9 billion in 2050 with higher
average purchasing power.

FOOD
INDUSTRY

Climate change
Changes in agricultural land
uses and greater volatility in
agricultural commodities
prices.

Competition for
natural resources
Declining farm area per capita.
Higher price volatility in
renewable energies. Water
scarcity.

We defined our sustainability strategy
in 2014, with the participation of the
directing and management bodies,
by means of specialist consultative
support.
The process included
analysis of the global microtendencies that affect the value
chain of the foodstuffs sector (see
the image above), complemented
by a sectoral study and a study
of the market, providing a widereaching perspective of the visions
and aspirations of multilateral
organizations,
governments,
regulatory bodies, the academic
community, and non-governmental
and corporate organizations in
Brazil and elsewhere.
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Material issues that influence and
will come to influence our ability to
generate shared value over the years
have been prioritized. There are
eight material issues that guide our
Strategic Agenda on Sustainability:

• Nutrition and Healthiness;
• Packaging;
• Consumables;
• Solid Waste, Water and Wastewater;
• Energy and Emissions;
• Communities & Social Investment;
• The Culture of Sustainability;
• Occupational Health and Safety.

Changing
demand patterns
Greater demand and
diversification of more
complex (and resource
intensive) food products.

Changing
consumer values
Growing consumer awareness of
social and environmental issues
surrounding manufacturing, the
value chain and products.
Growing concern over food safety,
healthiness and functionality.

Each one of these issues is
expanded upon in actions that are
monitored by the respective Working
Group (WG), with periodic reports
to the Sustainability Committee
and monthly measurements of the
results at Management by Goals
(MBG) meetings.
The eight issues, added to our
business growth strategy, our
governance structure, and our
development and appreciation of
human capital practices, allow
us to act in line with the defined
Sustainability Agenda good market
practices.

Sustainability Strategy

Engagement and
Relationship
with Stakeholders

RELATIONSHIP CHANNELS

(102-40, 102-42, 102-43)

Our relationship and engagement
with stakeholders strategy is
performed in accordance with the
needs of the business and the
demands of each department. The
Relationship Channels at the side
allow us to identify these demands
as needed by the interested parties
and direct actions that take into
account the impacts of our activities.

Channels

Investors

Leadership

STAKEHOLDERS
Co-workers
Civil Soc. Government Clients

Suppliers

Climate Survey
SAC - Customer
Service Desk
Ethics channel
investment Social
Self-Assessment
Questionnaire
Websites
Interview/Meeting

The information collected by the different channels are correlated with
the material issues (mainly Communities & Social Investment, Culture of
Sustainability, and Occupational Health and Safety), allowing management by
the responsible functional departments.
The main topics raised by the groups of stakeholders over the course of 2017
are listed in the table below: (102-44)

G4-27 KEY TOPICS AND CONCERNS THAT HAVE BEEN RAISED DURING THE ENGAGEMENTS
Stakeholder

Key topics and concerns that have been raised during engagements
Growth strategy

Investors

Investment plans
Competitive environment
Marketing and Innovation strategy

Leadership

Succession program
Training our leaders and management tools

Employees

Recognition programs in all spheres
Development Forums

Civil Society
(communities)

To encourage the schooling and employability of young people, guarantee that
schools are supplied, and promote culture in the communities around the factories

Taxes

Front nutritional labeling (limits and warnings), sugar reduction,
children’s advertising, analysis of lactose

Clients

Provide a quality service to meet the agreed deadlines in the shortest time
possible, whilst always maintaining a relationship based upon continual
improvement

Suppliers

Concern over the eradication of slave labor and child labor
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Culture of
Sustainability

(102-43)

The development of a culture of
sustainability is moved forward
by education and communication
actions, encouraging all our
employees to adopt a sustainable
attitude in their day-to-day work. The
initiatives extend to the Company's
operational public, analysts, leaders
and managers. In 2017, we placed
emphasis on the following initiatives:

Consolidation of the
Ambassadors of
Sustainability Program
The 16 Sustainability Ambassadors
operating in the country are
responsible for maintaining contact
with the neighboring communities,
monitoring
the
donations,
representing
the
sustainability
team at the plants, supporting
the volunteer project, making the
staging of the Sustainability Meeting
possible, and increasing the number
of training programs undertaken.
In 2017, we used internal
communication tools to distribute
information on the ambassadors
and their respective attributes,
whilst we also developed initiatives
designed to increase recognition of
these professionals. We also held
the first Ambassadors Forum aimed
at aligning practices.

Improvement Teams
Made up of groups of employees,
these teams implement improvement
processes into our production, and work
on economizing water and energy, as
well as reducing waste, amongst other
initiatives, allowing the Company to
leave an important sustainability legacy.
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Saplings distributed to
the employees during the
II Sustainability Meeting

SGI Recognition Events
The educational activities of the SGI
were designed to provide information
on important issues related to the
quality management systems, food
safety, the environment and safety at
work.
In addition to this, there were
recognition events involving the SGI
internal auditors at the Eusébio/CE,
Fortaleza/CE (GME), Maracanaú/
CE and Bento Gonçalves/RS plants.
The participants received a letter
from the Company CEO confirming
the importance of the work of the
internal auditors for the growth of
the business.

The Maracanáu/CE plant held
its first SGI internal audit, as has
already been held at the Eusébio/
CE, Fortaleza/CE (GME), Bento
Gonçalves/RS and Jaboatão dos
Guararapes/PE plants.

Sustainability Strategy

II Sustainability
Meeting

Training by Sustainability
Partners

In 2017 we held the II Sustainability
Meeting at all our industrial units.
We mobilized the sight management
groups and entities, offering a number
of different activities relating to the
material issues of sustainability. For
example:

The attributes of the Sustainability
Partners include multiplying the
themes of sustainability in their
respective plants, facilitating training
courses with employees, supporting the
distribution of information on internal
campaigns, encouraging volunteering
among the employees, and seeking
information on sustainability actions
performed in the different plants. In
2017, we conducted more than 2,600
hours of training on the subjects of:
“Sustainability: is it part of the business
or the business itself?”
		

• Sampling of the Adria Plus Life
products and distribution of
sustainable recipes.
• Theater presentations reinforcing
the sustainability schedules and
concepts.
• Presentation of a video on the 2016
Full Annual Report.
• Cultural presentation of institutions
that we support near the units.
• Talks about the economic use of
energy.
• Distribution of tree saplings.
• Handcraft workshops using recycled
materials.

Internal distribution
of information of the
Summary of the Full
Annual Report

Implementation of
the Sustainability
Communication Calendar
Through our different internal
channels we provided permanent
communication on:

• The concept of sustainability.
• Sustainability in the market.
• Myths surrounding sustainability.
• The attributes of the Sustainability
Department.
• The Strategic Sustainability Agenda.
• The Full Annual Report.

We distributed a summarized version
of the 2016 annual report amongst
the employees, with emphasis on
the distribution of information on
our financial-economic and socioenvironmental performance.

• Display of rescue equipment and
environmental measurements, as
well as PPE (Personal Protection
Equipment).
• An educational blitz to test
employees’ hearing, blood glucose
levels and blood pressure.
• A survey on sustainability with a prize
draw.
• Registration of volunteers to participate
in actions at supported institutions.

A social project that
receives voluntary
support from the
employees

• Display of furniture made out of
waste wood.
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Development
and Appreciation of
Human Capital
• Employee Profile
• Corporate Education
• Performance Management
• Meritocracy and Recognition
• Benefits Granted to the Employees
• Mapping and Training of Successors
• Internal Communications Vehicles
• Engagement Forums
• Union Relations
• Technological Solutions for Personnel Management
• Occupational Health and Safety

The quality of the
human capital is one of
the main foundations
for the success of
M. Dias Branco.

Quality of life at the workplace
(through occupational health and
safety programs) and personal
and professional development are
two critical success factors for any
organization.
(103-1, 103-2)

M. Dias Branco’s lines of action in
this area include the development
and recognition of human capital.,
as well as occupational health and
safety.

In this chapter, we present the profile
of the employees and the main
Personnel Management practices
that drive the results of our Company,
with particular emphasis on the
execution of the long-term strategic
targeting.
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Employee
Profile
At the end of 2017, we employed a
staff of 16,679 people (102-7). The profile
of the employees distributed by age
group, gender, geographic region,
career level and area is described
in the following tables. Most of our
employees are in the industrial area
in operational-level jobs, followed by
the commercial area (salespersons
and sales promoters). The gender
profile remained unchanged on the
previous year, i.e. 74% are men and
26% women.
There was no significant variation
in the number of employees (a rise
of 1.3% in relation to 2016), whilst
the number of activities that were
performed by outsourced workers
was also not great.

EMPLOYEE PROFILE A 12/31/2017 (102-8)
Types of
employment
contracts*

Permanent
Qtd

Temporary

Full-time

%

Qtd

%

Qtd

11,975

71.8%

334

2.0%

4,057

24.3%

313

1.9%

0.0%

Part-time
%

Qtd

%

11,254

67.5%

1,055

6.3%

3,951

23.7%

419

2.5%

Gênero
Men
Women
Region
Midwest

89

0.5%

4

13,007

78.0%

553

3.3%

74

0.4%

0

0.0%

Southeast Region

1,671

10.0%

50

0.3%

South Region

1,191

7.1%

40

0.2%

Northeast
Region
Gênero
Northern Region

Total number
of employees

16,679

*Variables considered for calculations in the table:
• Permanent: Personnel employed with an indeﬁnite employment contract;
• Temporary: Workers with an employment contract for a speciﬁc period of time
(trainees and temporary workers hired to make up the workforce during holiday periods);
• Full-time: Workers with monthly working hours of between 200 and 220 hours;
• Part-time: Workers with monthly working hours of less than 200 hours.

PROFILE AND VARIATION OF THE EMPLOYEES (401-1)
2016

CHANGE%

2017

Qtd

%

Qtd

%

2016/2017

Sex
4,378

26.6%

4,370

26.2%

-0.2%

12,082

73.4%

12,309

73.8%

1.9%

Up to 25 years

2,703

16.4%

2,590

15.5%

-4.2%

26 to 35 years

6,660

40.5%

6,463

38.7%

-3.0%

Female
Men
Age Range

Legal Quotas
We are committed to the legal
requirements
for
inclusion,
ensuring the recruitment of young
apprentices and the disabled into
our workforce. Through a range of
partnerships in the different regions
of Brazil, we provide young people
with their first work experiences,
complementing their development
with courses and training. We also
develop training actions for disabled
employees through the Welcome
Program (Programa Acolher).

36 to 45 years

4,721

28.7%

5,090

30.5%

7.8%

46 to 55 years

1,941

11.8%

2,048

12.3%

5.5%

Over 55 years

435

2.6%

488

2.9%

12.2%

Geographical region

Northeast Region

0.5%

93

0.6%

9.4%

82.1%

13,560

81.3%

0.3%

68

0.4%

74

0.4%

8.8%

North
GêneroRegion
Southeast Region

1,626

9.9%

1,721

10.3%

5.8%

South Region

1,163

7.1%

1,231

7.4%

5.8%

Administrative

1,839

11.2%

1,852

11.1%

0.7%

Commercial

3,286

20.0%

3,339

20.0%

1.6%

Industrial
Gênero

9,048

55.0%

9,056

54.3%

0.1%

Logistics

2,287

13.9%

2,432

14.6%

6.3%

621

3.8%

698

4.2%

12.4%

Management

1,162

7.1%

1,186

7.1%

2.1%

Operational
Gênero

11,792

71.6%

11,902

71.4%

0.9%

2,885

17.5%

2,893

17.3%

0.3%

Area

Career Level
Specialists
(professionals and analysts)

Sales and promotion
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85
13,518

Midwest Region

Grand Total
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Corporate
Education

AVERAGE NUMBER OF HOURS OF TRAINING PER EMPLOYEE PER YEAR,
BROKEN DOWN BY GENDER AND FUNCTIONAL CATEGORY (404-1)
(103-1, 103-2, 103-3)

The mission of the Corporate
University of M. Dias Branco is
the development of individuals,
promoting the dissemination and
exchange of knowledge in order
to drive the implementation of the
company’s strategy, through internal
and external training actions.
We have established partnerships
that allow our employees the
opportunity to finish their studies and
develop their abilities in technical
areas where specialist knowledge is
strategic to the business.
In 2017, we strengthened our
commitment to developing individuals
to generate results. More than 761
thousand hours of training were
provided over the course of the year,
including on-site and remote training
administered by external partners
and the employees themselves. The
initiatives prepare the professionals
to participate in achieving the

2014

2015

2016

2017

CHANGE%
2017/2016

CHANGE%
2017/2014

36.68

42.70

44.42

47.17

6%

29%

Men

32.11

35.54

37.50

42.51

13%

32%

Women

48.87

63.01

64.18

60.60

-6%

24%

Specialists (professionals and analysts)

55.55

72.86

50.74

42.85

-16%

-23%

Management Level

49.15

47.92

45.33

51.56

14%

5%

Operational Level

40.31

48.75

50.04

52.73

5%

31%

Sales Level (Sales and Promotion)

13.69

11.80

19.71

23.59

20%

72%

Average number of hours of training
per year per employee
Average hours of training accumulated until
December by gender

Average hours of accumulated training until
December by career level

* Does not include former employees and persons retired due to disability.

company’s results through their own
individual development.

actions, in line with priorities
established in the strategic map.

In the year we achieved more than
47 hours of training per capita, in an
investment exceeding R$ 2 million.

In 2017, employees participated
more than 218,000 times in the
development actions run by the
Corporate University. Over the next
few pages, we highlight the year’s
main initiatives.

The Human Resources and Corporate
Education teams provide the support
necessary for the development

There were a number of
permanent employee training
initiatives
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Leadership
Development
Program
We have continued to favor the
developmentof
our
leadership
through the ‘PDL’ - the Leadership
Development Program - in which
we align the different levels of
management with our strategy. The
following actions that took place in
2017 should be highlighted:

• Directors: The Vice-Presidents and
the directors took part in a mission
accompanied by a well-known
corporate education institution that
traveled to Silicon Valley in California
in the United States, visiting various
high-tech companies working
with foodstuffs, innovation and
management. Various members of
the corporate body also took part
in an event which included more
than 100 talks by international
and domestic experts, thereby
perfecting their knowledge of issues
that are essential to the business.
• Managerial: In order to prepare the
managers for the year’s challenges,
we distributed the strategic targeting
and prepared the team to be able to
reach our annual targets. We also
added training in the areas of career
development, labor reforms and
e-Social.
• Média Leadership and Operational
Leadership: for this public we
prioritized the development of
practices to support reaching
the strategic objectives, with
distribution of tools to favor
personnel management, as well as
specific technical modules.
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In all, there were 1,200 leaders
trained under the PDL, generating
over 16,500 thousand hours of
training.

On-line Education
We recorded more than 4,600
participations in online training. The
courses offered covered issues such
as: logistics, personnel management,
information technology, marketing,
new methodologies, citizenship and
the environment.

Training of Sales
Personnel
We worked with the skills necessary
for our sales force to be able to
guarantee excellence in their work
at the points of sale. In total, we had
more than 1,000 trained employees,
generating more than 20,000 hours of
on-site or online training.

Managers from throughout
Brazil participate in a real
time event focused on Career
Advancement

Learning Incentives
We rebooted this important program
in 2017. Employees from prioritized
areas throughout the country started
having part of their Post-Graduate
course fees paid for by the company.

Trainee program
In 2017, we selected a new group
consisting of 16 young professionals
who will be participating in
technical and behavioral training,
complementary
activities,
and
implementation of an applied project
focused on the business. The trainees
will receive constant monitoring from
the managers and from the Corporate
University, with the objective of
increasing
their
potential
for
development and accelerating their
learning during the program.

More
than

47
hours

of training
per capita in 2017

Development and Recognition of Human Capital

Partners in Knowledge
This program encourages employees
to share their knowledge with their
work colleagues. In 2017, more than
100 employees led courses, with
more than 13,000 hours of training
provided. At the end of each cycle,
a recognition event is held at which
the Partners in Knowledge who have
participated most receive a certain
amount to invest in their own training.

Increasing Levels of
Schooling
More than 100 employees were able
to continue or conclude their studies
at the company, receiving certification
from the Ministry of Education,
through partnerships with SESI. The
Company made classrooms and
transport available for employees,
whilst SESI provided the teachers
and the educational materials.

Occupational Safety
More than 130,000 hours of training
were also provided, relating to
matters surrounding occupational
safety, involving not only matters

concerning compliance with legal
requirements, but also matters of a
preventive nature, within the scope of
the ‘Positive Program’.

Training in Industry
More than 40,000 hours of training
in the corporate procedures of the
SGI (Industrial Management System)
were performed at our plants.
Amongst the training sessions we
should highlight the Problem Solving
Analysis
Methodology
(MASP),
designed to train employees in the
use of quality tools to analyze the
root cause of problems and creation
of corrective and preventive actions.
More than 1,300 training hours were
performed in relation to this issue.
In addition to this, other training
initiatives linked to SGI and TPM (Total
Performance Management) are held,
as well as technical seminars.
We should make special mention
of the inauguration of the Technical
Center for industrial training,
equipped with machine prototypes,
equipment, components, flowcharts
and manufacturing process layouts.
The Technical Space allows for practical
classes in manufacturing techniques
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Performance Management
The aim of this program is to
boost the development of skills
for the further improvement of the
employee’s performance. The main
benefits of the program are an
alignment of individual and strategic
objectives, as well as the provision of
subsidies for promotions, selection,
training, improvements in work
processes, consolidation of a culture
of meritocracy, strengthening of
leadership and improvement of the
organizational environment.
In 2017, 1,392 employees participated
in the Performance Management
Program (8.3% of the employees),

(102-1, 102-2, 102-3)

all of whom occupied specialist
positions, generally leaders and
managers.
The performance evaluations are
carried out annually, considering the
results achieved by the departments
of the employees evaluated and the
level of application of the defined
organizational skills.
‘Gaging tables’ are conducted
with the participation of managers
from different departments, with
the intention of providing greater
consistency and a systemic vision in
the evaluations performed.

NUMBER OF EMPLOYEES FROM THE PLANTS THAT
TAKE PART IN THE PERFORMANCE MANAGEMENT PROGRAM (404-3)
2014
Total number of employees

2015

2016

244.6
229.1
203.5

2017

191.9

2016
2015
2014

2017

12,606

17,292

16,460

16,679

Assessed specialists

914 7.0%

886 5.12%

1,189 7.2%

1,222 7.3%

Assessed managers

135 1.0%

127 0.73%

170 1.0%

170 1.0%

Total number of assessed

Investimentos
em
INVESTMENT
IN BENEFITS
Gestão
Pessoas
(R$de
MILLIONS)

1,049 8.0%

1,013 5.86%

1,359 8.2%

1,392 8.3%

Females assessed

354 3.0%

372 2.15%

482 2.9%

497 3.0%

Males assessed

695 6.0%

641 3.71%

877 5.3%

895 5.4%

NB: The performance survey conducted in 2014 refers to the performance in 2013.
The same thing takes place in the other years, always in relation to the performance in the previous year.

Meritocracy and Recognition
The different Personnel Management
tools are designed to strengthen the
culture of meritocracy and recognition
based upon the employees different
contributions.
Career advancement is driven by
above expectation performance, the
practicing of organizational values and
a commitment to self-development.
Over the course of 2017, more than
70

1,030 employees were promoted,
based upon merit or internal selection.
There are several official policies
which transparently convey to staff
the nurturing of their professional
development, such as: recruitment
and
selection;
training
and
development; positions; career and
remuneration; communications; and
profit sharing.

As well as the financial recognition
covered below in the item entitled
‘Benefits Awarded to Employees’,
there are many different non-financial
recognition initiatives and symbolic
awards made to employees and teams
whose performance is outstanding.
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Benefits Awarded
to Employees
Below we present a table summarizing
the benefits package awarded to the
employees at the different hierarchical
levels.
Special mention should be made of
the Profit and Results Sharing (PRS)
program, by means of which it is

possible for all the employees to be
rewarded for hitting their corporate
and sector targets. The sector
results are monitored and published
monthly, whilst the corporate
results are monitored and published
quarterly.

We should also mention the
implementation, in 2017, of the
Long-Term Incentive (LTI) at
director level. This paves the way for
everyone to make a commitment to
the sustainability of the business and
their performance in the long-term.

Benefits granted to employees
BENEFITS AWARDED TO EMPLOYEES (401-2)

Availability

Type of Benefits

All
employees

All
manufacturing
plants

Specialists /
Management

Officers

Life insurance
Health Care Plan
Meals (in the refectory or luncheon vouchers)
Food (Food vouchers)
Agreements with institutions (Discounts for employees
in pharmacies, universities, language courses,
gyms, opticians, schools)
Christmas hamper of the Company's products
Transport (specific route or transport vouchers)
Profit sharing program*
Program for gymnastics in the workplace
Quality of life program (leisure structures for employees,
vaccination campaigns, lectures for raising awareness
concerning occupational health and safety)
Recognition for service time
Encouraging Education**
ILP - Long-term incentive
*Except apprentices and trainees.
** Priority given to a defined group in accordance with the published criteria for obtaining the benefit.
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Mapping and Training of Successors
In 2017, we started implementing the Succession Program, in partnership with
a well-known external firm of consultants, with the aim of forming a company
staff that is increasingly better prepared to handle the rate of growth and the
perennial development of the Company. For the first cycle in 2017, the directors
identified professionals who can be developed to assume positions of greater
complexity, in line with the demands of the strategic business plan. A series of
initiatives will be introduced in 2018 aimed at these identified individuals, and
the program will be ramped up to include other levels of the organization.

Internal Communications Vehicles
In its effort to preserve good communications with employees, the Company has
a Communications team dedicated to distributing information and developing
educational campaigns. To this end it relies on internal vehicles such as bulletin
boards, a printed newsletter, intranet and e-mail, among others. They all have a
specific editorial line and are constantly updated in accordance with the profiles of
the various publics:

Wall Newspaper

MEU MDB App

Updated every 10th, 20th and 30th of each
month, with corporate matters and
others of interest to each particular
plant. Its target public is the employees
in operational positions.

This provides news on the market,
products and brands. It is updated
weekly and is available for everyone to
download. It is aimed primarily at those
employees who work outside the plants,
such as promoters and sales personnel.

Intranet
This contains a wide variety of subjects,
including business, career and
healthcare, as well as internal Company
news. It allows greater interaction
through polls, comments and videos. It
is updated depending upon demand and
can be accessed by all the employees
with administrative functions.

Feed - New Selection
for Leaders
Sent out to managers every day by
e-mail, including news from outside the
company that is of interest to our line of
business. This vehicle keeps our leaders
informed about competitors’ activities,
variations in supplies, sustainability,
economic performance and trends.
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‘Sabor da Notícia’ magazine
This basically addresses matters of
corporate interest and those which have
a high level of impact on the business.
The editorial line aims to be accessible,
showing how the employees take part
in the Company's different programs.
It is published bi-monthly and is made
available to everyone.

Email
This communicates matters of great
interest to a great number of employees,
usually in the form of communications
releases. There are specific lists for
communicating with managers and
employees in general.
Six editions of the ‘Sabor da Notícia’ magazine have
been published and distributed to the employees

Development and Recognition of Human Capital

Engagement Forums
In partnership with the human
resources team, the communications
team also runs programs that
foster personal meetings between
employees at several levels, nurturing
face-to-face communication and
employee engagement, having a
positive impact on the organizational
environment. These are namely:

Spokespersons
It is held in 12 industrial plants
and involves roughly 140 staff
members who act as spokespersons,
representing different areas, who
are selected due to their outstanding
attitude and good communications
skills. The meetings take place at each
plant once a month and the demands
raised are forwarded to the managers
for the due steps to be addressed and
responses provided to the employees.

Papo Aberto

therefore encouraged to reinforce
with their teams the information on
results, safety and security at work
and corporate identity, amongst other
important issues.

We are a Team
Implemented as a pilot project in
December 2017 at the Eusébio/
CE plant, this program strengthens
the
client-supplier
relationship,
promoting alignment and integration
between the departments. It takes the
form of a meeting at which a certain
department presents itself to the
main areas with which it works. As
well as clarifying its objectives, team,
organizational chart and structure,
it requests support to resolve any
challenges that could boost the
business’s results. The program will
be fully disseminated by the Company
in 2018.

The ‘Make it Happen’ game
In 2017,we created a board game
that encourages the employees to
understand the different aspects
of the strategy of our business in a
fun but educational way. To play, the
employees listen to a speech that
looks at the things they need to know to
win the game. The game was applied
more than 38 times, involving around
748 employees throughout Brazil,
helping to increase their engagement
with the corporate strategy.
As well as the mentioned forums,
the Company runs socio-cultural
programs that encourage integration
and a sense of belonging amongst the
employees. On the next few pages you
can read about the cultural centers
and history of M Dias Branco.
Employees have
fun learning the
Company's strategy

This program provides an informal
dialog between the company’s
leaders (directors and managers) and
groups of employees, at which topics
such as careers, values, strategies
and outlooks, amongst others, are
discussed. As a result of this open
dialog, there is greater closeness
and alignment among professionals,
leading to improvements in the work
environment. In 2017, 35 Papo Aberto
meetings were held.

D-Day - Dialog Day
During the preparation of the results
monitoring meetings, called “D Day”
or “Dialog Day”, the Communications
team distributes an agenda containing
the main corporate issues that are
to be discussed. The managers are
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Cultural Centers
Available at the Eusébio/CE and
Jaboatão
dos
Guararapes/PE
plants, these are considered to be
benchmarks in corporate cultural
centers. They provide the employees
with a sense of well-being and have
an infrastructure composed of
various different spaces, including:
a reading room, a games room, a
multi-media room, an art gallery,
a relaxation room, a cinema, a TV
room, a theater and a library.
At the Eusébio/CE plant, we
distribute
reading
materials
through incentive campaigns: more
than 2,200 employees benefited
from the book lending service in
2017. The arts workshop recycling
courses were attended by more
than 900 employees. The theater
interpretation course prepared
plays and other presentations, with
150 employees taking part. The
traditional ‘Arraiá Cultural’ (June
Party) offered a very wide-ranging
program, with games, square
dancing, typical foods, traditional
‘forró’ music and country ‘weddings’
(in partnership with the Artemassa
theater group), with 3,200 employees
enjoying the party.

was open to employees at all the
Company’s plants. A jury made up
of experienced professionals from
the Brazilian music scene chose
the three finalists in each category.
More than 2,500 employees enjoyed
the shows.

To encourage employees to participate
more in the activities, the M. Dias
Branco Cultural Centers developed
awareness of the artistic and cultural
identities of the States in which the
company operates.

The Vitarella Cultural Center at the
Jaboatão dos Guararapes/PE plant,
with its recently opened Ivens Dias
Branco Library, provided more than
1,200 employees with access to a
collection of 3,300 books. The arts
workshops uncovered many talents,
with 125 employees being involved.
The
Arraiá
Cultural
brought
the employees closer to their
Northeastern traditions of art
and cooking. Regional music
performances were held by the
Coral Canta Vitarella in several
venues in Pernambuco and Paraíba,
with 5,000 people enjoying the music
in Recife.
In 2017, 289 employees competed in
the 2nd Board Games Championship,
with prizes for the best players in the
games played.

Leisure space in
Eusébio/CE

Fifty employees joined in with the
basic and intermediate guitar
courses. The Zumba classes
provided physical well-being for 60
participating employees.
In 2017, the 10th Fortaleza Factory
Music Festival enjoyed a record
number of attendees. 133 employees
participated in four categories:
original
compositions,
male
musicians, female musicians and
instrumentalists. The composition
category of this year’s festival
74

Winners of the 10th M. Dias
Branco Music Festival
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Historical Center
Located in Eusébio/CE, the Historical
Center saves and preserves our
history in the form of a vast collection
of historical artifacts, providing visitors
and employees with a glimpse of the
historical journey of M. Dias Branco.
The museum boasts theme-based
exhibitions, with visitors being guided
around by a specially trained staff
who use a fun and educational way of
presenting the arrival of Manual Dias
Branco in Brazil, highlighting the most
important moments in his life and the
Company's most recent enterprises.
Connected to the Historical Center is
the Ivens Dias Branco Memorial, which
was visited by more than 3,500 people
in 2017.

Ivens Dias Branco
Memorial

On the 64th anniversary of the opening
of the Fortaleza plant, in May 2017, the
Historical Center held an educational
Art Project at the Museum, with the
theme: “64 Years of History at the
Fortaleza Factory - a Success Story”.
More than 4,000 employees took part
in this initiative.
Various mediations with planned visits
were held for the employees and outside
public, strengthening partnerships in
different areas, and reaching 12,000
visitors, all of whom discovered more
about the history of the Company
through the communication actions
staged in 2017.

The library encourages
the employees to read
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Union
Relations

Technological Solutions for
Personnel Management

We negotiate with all the unions of
the categories in which we operate.
Union negotiations are closed by
collective agreement, where the
employees are always informed of the
progress of the negotiations. Through
dialog and mediation, the Company
seeks to consider in the discussions
both the external situation (inflation,
GDP, the country’s growth, the level
of unemployment and the inflation
adjustment of the minimum wage)
as well as the specific scenario of
the business (sales performance
and compliance with the budget)
to support reviews of wages and
benefits. (102-41)

In 2017, we made an important
investment in modernizing the
technology used in support of
Personnel Management as a means
of improving the implementation of
the business’ growth strategy.

Negotiations are performed with the
participation of the Human Resources
and Legal departments, and are
noted for the great respect shown to
the union officials and the employee
representation mechanisms.

Furthermore, a partnership to
modernize the payroll and social
welfare payment process, ensuring

We acquired a new system from
a well-known global supplier,
that includes modules focusing
on Recruitment and Selection,
Targets and Performance, Careers
and Succession, and Training and
Development, that will provide the
means for the managers, employees
and Human Resources team to take
great steps forward.

our technological resources are
compatible with the new ‘eSocial’
requirements (a public system
for digital bookkeeping to take
care of tax, pension and labor
requirements), and also to ensure
greater productivity and analytical
capacity
for
the
Personnel
Administration team was signed.
The implementation of new tools
was started in 2017, with the joint
participation of the Information
Technology and Human Resources
Departments, and this should
continue in 2018.

Occupational
Health and Safety
Work with a focus on safety
at work has a strong positive impact
on the quality of life of the employees,
guaranteeing the prevention of
accidents at work, the safe continuity
of operating activities, and a reduction
in absenteeism due to accidents
suffered in the workplace, whilst it also
contributes to the well-being and safety
of the employees and their families.
(103-2, 103-3)

The company’s occupational health and
safety management is implemented
via an Occupational Health & Safety
excellence program called Positivo.
This program is based upon systemic
thinking, organizational learning, the
leadership and uniformity of proposals,
guidance through processes and
information, a vision of the future,
value generation, the appreciation
of personnel and understanding
of the practice of Excellence in the
SSO Management System. This
program is aligned with international
normative standards, meeting the
legal requirements and good practices
demonstrated in the market.
The ‘SGI’ - Industrial Management
System - advocates that the objective
of safety at work is to guarantee
the preservation of the physical
integrity and health of the employees,
prioritizing the reduction of accidents
at work and improvements in the
working environment (ergonomics,
noise and heat control, etc.), as well
as guarantee that all laws, regulations
and applicable requirements are
complied with.
Our commitment is to bolster our
prevention culture by changing behaviors,
helping reduce the number of workrelated accidents, guaranteeing healthy

working conditions and improving the
quality of life in the workplace. We have
the following targets:

• To reach the Frequency Rate (FR) of
a maximum of 0.5 by 2021.
• To reach the Seriousness Rate (SR)
of a maximum of 10.0 by 2021.
The responsibility for safety issues
falls to the leadership, with support
from the technical staff of the ‘SESMT’
(‘Specialized Service in Medicine
and Safety at Work’), made up of 10
occupational safety engineers and
45 occupational safety technicians,
14 workplace doctors, 2 workplace

nurses and 28 workplace nursing
technicians.
The Safety Warning Form, available
at all the plants, is a tool that allows
all the employees to highlight and
communicate situations involving
failure to comply with behavioral
norms and/or unsafe conditions.
Every year we perform an
evaluation based upon the ‘SSO’
(Occupational Health and Safety) that
gages the level of adherence to the
requirements defined by a specialist
company. In the three years it has been
applied, adherence to the program has
evolved as follows:
(103-3)

ADHERENCE TO THE SSO RATING

Rate of Compliance
with OSH Rating

PLANT
3 years of implementation:
São Caetano do Sul/SP

57.5%

Eusébio/CE

51.6%

Salvador/BA

48.9%

Gorduras e Margarinas Especiais/CE

39.1%

2 years of implementation:
Bento Gonçalves/RS

52.6%

Maracanaú/CE

34.9%

1 year of implementation:
Cabedelo/PB

17.5%
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As a means of moving forward with
the expansion process of the Positive
Program, in 2017 we implemented
the Program at the Cabedelo/PB
plant and started its implementation
at the Jaboatão dos Guararapes/
PE plant. The Positive Program is
now implemented at seven plants:
Eusébio/CE, Special Shortening and
Margarines/CE, Maracanaú/CE, São
Caetano do Sul/SP, Salvador/BA,
Bento Gonçalves/RS and Cabedelo/
PB.
The ‘SIPAT’ (Internal Prevention
of Accidents at Work Week) is an
annual event performed by the
CIPA (Internal Commission for the
Prevention of Accidents), together
with the Occupational Safety
Department, across a number of the
Company's plants at the same time.
The topic covered in 2017 was “Safe
Behavior: Nothing Changes if You
Don’t Change”, seeking to increase
awareness of each individual’s
responsibility in the prevention of
accidents.
Another highlight was the fact that
we were once again awarded the
OHSAS 18,001 certificate at Jaboatão
dos Guararapes/PE, demonstrating
the Company’s commitment to
safety.
The Diálogo de Segurança e
Saúde - DSS (Safety and Health
Dialogue) rose 14.68% in employee
participation, rising from the 72.2%
level in 2016 to 82.8% in 2017. The
rise over the 2014 base-year was
134.6%.
In 2017, there was a reduction of
27.6% in the number of accidents
with medical leave. As such, the
Frequency Rate (FR) fell from 1.24
in 2016 to 0.92 in 2017, meaning a
reduction of 25.8% in the frequency
of accidents. (403-2)
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Unfortunately, the Company registered
two fatal accidents in 2017, one at
the Rolândia/PR plant and the other
in Salvador/BA. We are currently
providing all the necessary support
for the victims’ families. Due to
these fatalities, the impact on the
Seriousness Rate of accidents has
been significant. As such, even though
the Frequency Rate (FR) has dropped
to 0.92, the Seriousness Rate (SR) has
risen to 83.93. (403-2)

Participação nos Diálogos
de Segurança e Saúde

PARTICIPATION IN DIALOGS ON
OCCUPATIONAL HEALTH (%)
100.0
82.8
72.2
62.0

50.0

35.0

0
2014

2015

2016

2017

We performed a study to look into the
feelings surrounding the culture of
health and safety at the Eusébio/CE,
Special Shortening and Margarines/
CE, Maracanaú/CE and Salvador/BA
plants, thus increasing the number
of plants at which the research is
undertaken to six. The aim of this is to
implement improvements based upon
the opportunities identified.
The prevention of transport accidents
campaign - ‘Yellow May’ - emphasized
the need for safe behavior amongst
motorists and pedestrians when
moving around in both internal
and external environments. We
supported the ‘Green April’ campaign,
emphasizing the need for employees
to comply with the Safe Behavior
Standards.
In 2017, we replaced the asbestos
roofing on the boiler warehouses at
the Eusébio/CE plant, thus improving
its work conditions.

EVOLUTION OF ACCIDENT FREQUENCY (FR)

Evolution
of
frequency
(FR) and (TF)
accident
seriousness
(SG)
rates
Evolução
dasAND
Taxas
de Frequência
e Gravidade
(TG) de
Acidentes
ACCIDENT
SERIOUSNESS
(SG) RATES
2014 2015 2016

2017

Change%
Var%
2016/2017

Change%
Var%
2015/2017

Seriousness
rate (SR)
Taxa de Frequência
(TF)

1.35
1,35

1.02
1,02

1.24
1,24

0.92
0,92

-25.8%
-25,8%

-9.8%
-9,8%

Frequency
rate (FR)(TG)
Taxa de Gravidade

29.13
29,13

56.42
56,42

18.47
18,47

83.93
83,93

354.4%
354,4%

48.8%
48,8%
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The preventative medicine
activities include the promotion of
healthcare, prevention of injuries, and
quality of life of the employees. We
carried out 225 healthcare actions
at the manufacturing plants in 2017,
using a range of approaches, such as
lectures, mindset blitzes, vaccination
campaigns, informative bulletins,
weekly
healthcare
discussions,
massage therapy and others. The
aim is to raise employee awareness
in relation to the importance of
prevention of different illnesses.
(103-2, 103-3)

Investments in Occupational Health
& Safety initiatives exceeded R$ 71.8
million in 2017. We have performed
adaptations for better ergonomic
conditions at the work posts and
locations, these being validated
by specialists in ergonomics, with
special attention paid to the plants at
Jaboatão dos Guararapes/PE, Bento
Gonçalves/RS, São Caetano do Sul/
SP, Salvador/BA, Eusébio/CE and
Maracanaú/CE, which have invested
in projects to combat the heat
through the installation of insufflators
and exhaust fans, as well as other
improvements at the work posts.

the theme of “Balanced Heath”, in
an attempt to raise the employees’
awareness of the importance of
keeping one’s physical and mental
health well balanced.
In 2017, the Health care staff at
the
Eusébio/CE,
Salvador/BA
and Jaboatão dos Guararapes/
PE manufacturing plants started
conducting the ‘Health Profile’
questionnaire, to better understand
the employees’ habits and lifestyles.
This allowed programs to be
developed focusing on the promotion
of healthcare and the prevention of
more specific and afflicting illnesses.
The ‘PCA’ (Hearing Conservation
Program) aims to preserve and
conserve the hearing health of
those employees exposed to noise,
and is revised annually at all the
manufacturing plants. Below we list
some of the main activities that took
place in 2017:

Health. The data gained from the
exams was evaluated and analyzed
collectively so that control measures
can be adopted and prioritized;
• Phonoaudiological support in the
assessments of environmental noise,
in conjunction with occupational
safety.
• Indication and choice of individual
hearing protection equipment.
• Visits to industrial areas to monitor
and orient the proper use of the
Personal
Hearing
Protection
Equipment, with educational and
preventive
actions
concerning
hearing healthcare.
The number of employees with a high
incidence or risk of illness related to
their occupation did not change in
2017, remaining at zero. (403-3)

• Audiometric
examinations
in
accordance with PCMSO - Program
for Medical Control of Occupational

At the Jaboatão dos Guararapes/
PE plant, a Support Space for
Breastfeeding Working Mothers has
been installed in what is a pioneering
move for M. Dias Branco. This is a
special place for those employees
who return to work following their
maternity leave and who need to
extract milk during working hours.
At the Eusébio/CE plant, we staged the
first Adria Plus Life Circuit, a walking
(2 km) and running (4 and 8 km) event
held on the plant’s grounds with the
aim of encouraging the employees
to take part in physical activities
and eat healthy foods, in a relaxed
and fun atmosphere. More than 600
employees enjoyed the event.
In July and August we staged
the Health Week event at the
manufacturing plants, focusing on
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Socio-environmental
Modus operandi
(102-47)

• Packaging
• Consumables - Commodities and Supplies
• Nutrition and Healthiness
• Eco-efficiency
• Waste
• Water and Wastewater
• Energy and Emissions
• Communities & Social Investment

Managers and staff from all
departments are engaged
in the aim of making
sustainability an essential
part of corporate social
responsibility.

With the structuring of
the Sustainability department, we
have bolstered our active support
for the wellbeing of society. For us,
sustainability is the perpetuation of
its activities through transparent
performance in a value chain
optimizing the mode of production
and respecting its various targets
of interest. Managers and staff from
all departments are accordingly
engaged in the aim of making
sustainability an essential part of
corporate social responsibility.
(103-1, 103-2)

Corporate
sustainability
management takes place through
Work Groups for each of the
eight themes. The meetings take
place periodically, involving senior
managers, with the aim of integrating
social, environmental and economic
aspects into the administration of
the business. (102-43)

The WGs have defined long-term
plans, with targets and results
that are monitored by the ‘GPD’
(Management of Directives), a
performance monitoring system
that we use on a monthly basis. In
2017, these GPD indicators started
to be monitored by top management,
a great step forward towards the
integration of sustainability in the
business culture. All the actions
planned by the WGs have been
concluded.
Over the next few pages, the main
initiatives developed in the WGs,
long-term expectations, and results
in 2017 will be outlined in a chart. The
management approaches and socioenvironmental advances in each one
of the eight topics of importance will
also be outlined in detail.

Environmental management classes
are provided for employees at the
Salvador/BA plant
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STATEMENT OF THE ISSUE OF MATERIAL OF SUSTAINABILITY*
MATERIAL TOPICS (GTS)

MACRO INITIATIVES

Drivers for projects with reduced sugar.
Investigation of market trends.
Raising awareness on the issue for the
internal and external publics.

NUTRITION
AND HEALTHINESS

Elimination of partially hydrogenated fats
from the formulas.

PACKAGING

Reduced flexible laminate weight.
Adjustments to the technical designs
of the packaging.
Prospecting for a supplier of baling
film made from 100% recycled
materials.
Innovation Day Event.

*The 2017 results on each one of the issues will be commented on in more detail over the following pages.
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EXPECTATIONS FOR 2021

Increase the share of products with
more nutritious properties in our
product offering.
Eliminate trans fats across our
product range.

To reduce the consumption of plastic
annually by 1.2% of the total consumption
through until 2021.
Maintain in 100% the volume of kraft
cardboard boxes which comes from raw
material acquired with forest certification.
The cardboard boxes and cardboard in
general that do not come from managed
forests should be made of 100% recycled
material.
Introduce bundling films with 100%
recycled materials.

KEY SOCIO-ENVIRONMENTAL
RESULTS 2017

Launch of the Adria Plus Life, with sweet
and savory wholemeal biscuits, cookies and
Cereal Bits, made with brown rice flakes
with added fruit and nuts.
Awareness raising actions on the issue of
healthiness in the schools around the
factories in the State of Ceará;
31.8% of our recipes contained the addition
of micro-nutrients in 2017 - a reduction of
0.6% over 2016, but an increase of 5.3%
over the base year of 2014.

Reduction in the consumption of plastic
films totaled 457.3 tons.
We used 22 tons of cardboard less at the
Lençóis Paulista/SP and São Caetano do
Sul/SP plants, due to the use of film
bobbins without tubes.
87 tonnes of 100% recycled film were used
for the bundles of pastas produced at the
São Caetano do Sul/SP and Bento
Gonçalves/RS plants.
Ideas generated on Innovation Day for the
evaluation of technical and economic
viability.
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STATEMENT OF THE ISSUE OF MATERIAL OF SUSTAINABILITY*
MATERIAL TOPICS (GTS)

MACRO INITIATIVES

Reduction of solid wastes sent to landfills.
Increase in the delivery of solid waste to
reverse logistics.
Increase in the use of reused water.

SOLID WASTE, WATER
AND WASTEWATER

ENERGY AND EMISSIONS

More competitive energy prices.
Energy efficiency actions at different plants.
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EXPECTATIONS FOR 2021

MAIN RESULTS
RESULTS 2017
The total investment in the environment was R$ 9.32 million
(R$ 10.4 million in 2016).
A total of 35,578 tons of waste was generated; an increase of
4.1% over 2016.

Effectively reduce waste streams
across all units;
Implement water recycling at units
with wastewater treatment plants;
Incrementally reduce water and energy
consumption compared with previous
years.

The disposal rate for waste sent to landfills was 11% in 2017,
10% in 2016 (14.6% in the base year 2014).
The recycling rate increased strongly in relation to 2017/2016:
jumping from 61.9% to 71%.
The relative consumption of water dropped 3.1% in relation to
2016, and fell 5.6% in relation to 2015 (base year due to the
standardization of the indicator).
The total consumption of water was 1.16 million m3, which is 3.1%
less in relation to 2016 and 2.3% compared to the base year (2014).
The water reuse rate remained at 19%, unchanged on 2016. In
2014 this percentage was 8.8%.
Implementation of the monitoring of effluents at the following
plants: Maracanaú/CE, Moinho Dias Branco/CE and Moinho
Rolândia/PR.

Migration to the free electricity market at the Salvador/BA and
Moinho Rolândia/PR plants. Revenue of R$ 5.9 million in
2017.
Incrementally reduce energy consumption
compared with previous years.

Energy efficiency actions saved R$ 1.6 million.
Energy intensity: rose by 1.99% for 2017/2016.
Fossil-based greenhouse gas emissions (GEE) from mobile
sources was down 14.4% in relation to 2016, and the
consumption of fuel fell 14.3% (509,000 liters less).

*The 2017 results on each one of the issues will be commented on in more detail over the following pages.
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STATEMENT OF THE ISSUE OF MATERIAL OF SUSTAINABILITY*
MATERIAL TOPICS (GTS)

MACRO INITIATIVES

Engagement with the community at all the
plants.
Conducting the volunteer program.
Making donations.
All the plants were encouraged to make
projects viable.

COMMUNITIES
AND SOCIAL INVESTMENT

CULTURE
OF SUSTAINABILITY

Consolidation of the Ambassadors of
Sustainability program.
Training by the Sustainability
Partners.
Internal dissemination of the
abridged version of our Annual
Report.
Holding of the Sustainability Meeting.
Implementation of the
communication calendar.

*The 2017 results on each one of the issues will be commented on in more detail over the following pages.
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EXPECTATIONS FOR 2021

MAIN RESULTS
RESULTS 2017
Our engagement initiatives with neighboring
communities at 100% of the manufacturing plants
(in 2015, 46% of the plants, and 8% in 2014).
21 visits were made to organizations that are given
monthly donations, and 12 to projects supported
throughout Brazil by tax incentive laws.

Maintain the social investment at all
manufacturing plants.
Apply the methodology for assessing
the impact of social investment at all
manufacturing plants through 2021.

R$ 4.7 million in donations of goods (R$ 487
thousand in 2016 and R$ 696 thousand in 2015)
to 164 organizations (120 in 2016 and 63 in 2015).
195 volunteers took part in our Volunteer Day
which benefited 1,795 children between 1 and 12
years of age and 18 institutions benefiting.
R$ 2.87 million in projects supported by Tax
Incentive Laws (M. Dias Branco. and its partner
Dibra - TPC) and R$ 365,000 in direct support.
School Project: more than 100 public and private
schools, universities, university centers, faculties
and technical schools took part in this project.
More than 3,500 visits to the Historical Center

Hosting of the I Ambassadors of Sustainability
Forum aiming to align practices.
Including sustainability content in all
Corporate University training programs.
Ensuring that employees have a positive
perception of the Company in terms of its
commitment to sustainability, abiding by
sustainability principles in their work and
voluntary activities.

In 2017, through the Sustainability Partners, we
provided more than 2,600 hours of training under
the: “Sustainability: is it part of the business or
the business itself?” program.
We held the II Sustainability Meeting at all our
industrial units.
The issue of Sustainability was addressed by
various internal communication vehicles over the
year, strengthening the awareness of employees
at all levels in relation to the subject.
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STATEMENT OF THE ISSUE OF MATERIAL OF SUSTAINABILITY*
MATERIAL THEMES (GTS)

MACRO INITIATIVES

Continuity of the implementation of the Positive
Program at more plants and with service for
the program being guaranteed.
Staging of corporate programs designed to
raise awareness of safety.
Strengthening of Hearing Therapy actions as
part of the Noise Risk Control program.
Adoption of healthcare actions encouraging
employees to take part in physical activities.

OCCUPATIONAL
HEALTH AND SAFETY

Health Profile questionnaire aiming to obtain
an epidemiological profile of the employees.
Study of the perception of the culture of safety.

INPUTS
List of Qualified Suppliers.
Analysis and stratification of the suppliers
listed with a new procedure.
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EXPECTATIONS FOR 2021

SOCIO-ENVIRONMENTAL
RESULTS 2017

The DSS - Safety and Health Dialog rose 14.68% in
employee participation, rising from the 72.2% level in 2016
to 82.8% in 2017.

An injury rate not exceeding 0.5;
Occupational Safety management
system based on the Positive
Program, implemented at all plants.

Reduction of 27.6% in the number of accidents with
medical leave in relation to 2016. As such, the Frequency
Rate (FR) fell from 1.24 in 2016 to 0.92 in 2017, meaning a
reduction of 25.8% in the frequency of accidents.
As a result of the two fatalities, the Seriousness Rate (SR)
was 83.93, meaning a 354% rise in the seriousness of
accidents over 2016.
We carried out 222 healthcare actions at manufacturing
plants in 2017.
The number of employees with a high incidence or risk of
illness related to their occupation did not change in 2017,
remaining at zero.ocupação não sofreu alteração no ano
de 2017, permanecemos com resultado zero.

Implementation of the supplier qualification
management procedure extendable to the
manufacturing plants.
Qualify and monitor all suppliers having an
impact on quality, environmental, food
safety and occupational safety issues, as
well as companies having no impact but
which hare critical to the business.

Questionnaire for evaluation of
socio-environmental aspects:
• of the raw-materials suppliers,
55% scored more than 80%.
• of the packaging suppliers,
50% scored more than 80%.
• of the commodities suppliers,
70% scored more than 80%.

*The 2017 results on each one of the issues will be commented on in more detail over the following pages.
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Packaging
Why is the topic of
importance for M.
Dias Branco and the
stakeholders? (103-1)
Global guidelines for the consumer
goods and packaging industries have
encouraged initiatives that focus on
reducing packaging weight, increasing
recycled content and increasing postconsumer packaging recycling rates.
Brazil's National Solid Waste Policy
(PNRS)establishesthattheresponsibility
for the waste generated throughout
a product’s life-cycle is to be shared
among consumers, manufacturers,
distributors and importers. While a
mandatory requirement, this also
creates opportunities to establish new
recycling businesses generating income
for informal waste collectors.

Courses of Action

The ecological and economic
impacts of the waste generated and
of consumption of non-renewable
sourceshaverepercussionsthroughout
the country. The “Packaging” WG
seeks to develop initiatives for the
reduction of these impacts through
constant discussions, dissemination
of the need for sustainable packaging
to areas correlated to the Company,
and monitoring of projects related to
the WG’s lines of action.

• Renewable and sustainable materials.
• Lower plastic consumption.
• Sustainable design.

The WG also directs the departments
in relation to the strategic objectives
focused on sustainability, such as

(103-2, 103-3)

the reduction of consumption of
plastic, use of renewable materials,
and sustainable design. Participating
in the WGs are the Research and
Development, Supplies, Marketing,
Maintenance,
Sustainability
and
Communication Departments. The
projects are monitored by the person
responsible for the WG and the results
are monitored by the sustainability
manager through evaluation of the
indicator figures.
The defined targets are:

Annual consumption of primary packaging
ANNUAL CONSUMPTION OF PRIMARY PACKAGING
120,000,000

16,000,000

80,000,0000

12,000,000
8,000,000

40,000,000

4,000,000

0

Units

0

2014

2015

2016

2017

Nonrenewable - Rigid packaging – units
Renewable - Paper packaging (recycled, kraft and semi-kraft) - units
Nonrenewable - Flexible film (laminates, metalized laminates and monolayer) - KG
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KG
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• To reduce the consumption of
plastic annually by 1.2% of the
total consumption through until
2021.
• Maintain in 100% the volume
of kraft cardboard boxes which
comes from raw material acquired
with forest certification.
• The
cardboard
boxes
and
cardboard in general that do
not come from managed forests
should be made of 100% recycled
material.
• Introduce bundling films with
100% recycled materials.
Next we should highlight the
behavior of the consumption of the
most used packaging in 2017: (301-1)

• Flexible films (non-renewable):
consumption of 13.3 million kg - a
reduction of -1.2% over 2016, and
an increase of 12.9% over the base
year of 2014.
• Hard packaging (non-renewable):
67.6 million units - a rise of 15.6%
over 2016, and 34.7% over the base
year of 2014.
• Paper packaging (renewable):
108.2 million units - a rise of +3.4%
over the previous year and a rise of
13% over 2014.
The actions for reduction in the
consumption of packaging and for
use of recycled packaging have
brought excellent results:

• Last year, projects for a reduction
in the consumption of plastic films
totaled 457.3 tonnes.

• 87 tonnes of 100% recycled films
were used for the bundles of pastas
produced at the São Caetano do
Sul/SP and Bento Gonçalves/RS
plants.
• A project aimed at replacing
polyolefinic film with glue in
cake displays led to a 27-tonne
reduction in the consumption of
plastics.

Reduction of
more then

457
of used plastic
films

tons

• We reduced our use of cardboard by
22 tonnes at the Lençóis Paulista/
SP, São Caetano do Sul/SP and
Bento Gonçalves/RS plants, due
to the use of SmartFilm without
tubes.
We should draw attention to the
reduction in the use of plastic
materials of 457 tonnes, as well as
the staging of the 1st Open Innovation
in Packaging Workshop, at which
four potential suppliers and 20
employees from the areas of R&D,
Supplies, Marketing, Sustainability,
Maintenance and Communication
took part. Themes such as oxybiodegradable
and
ionomer
packaging were discussed at the
event. The ideas generated will be
analyzed in the future to establish
their viability.

REDUCTION IN THE CONSUMPTION OF FILMS (R$)
PLANTS 2017

2017

São Caetano do Sul/SP, Bento Gonçalves/RS and Lençóis Paulista/SP

14,506.26

Jaboatão dos Guararapes/PE

86,690.24

Eusébio/CE, Salvador/BA, Cabedelo/PB and Natal/RN

322,344.17

Maracanaú/CE

33,710.78

Total

457,251.45

Full Annual Report 2017
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Consumables Commodities
and supplies
Why is the topic of
importance for M.
Dias Branco and the
stakeholders? (103-1)
Increasing consumer concern over
environmental issues and potential
joint liability and reputation damage
arising from suppliers' practices can
create risks for businesses. At the
same time, it creates opportunities
for the development of initiatives that
can benefit the business.
Climate change or policy could
potentially affect agricultural land
uses and the supply of essential
commodities for the food industry,
resulting in volatility in commodities
prices. In addition, competition with
other crops could create instability
in the supply of basic agricultural
products for the food industry.

Courses of Action
• Socio-environmental assessment of
suppliers.
• Social and environmental aspects
relating to agricultural commodities.

The materials bought from
our suppliers make up the list of
ingredients of our finished products,
meaning that understanding the
characteristics of the supplies
acquired and their origin is
important, as it directly influences
the perception held by the end
customer. Within this context, the
process of qualification and the
requirements for ratification of a
supplier demonstrate how serious
we are in our involvement with our
supply chain.
(103-2, 103-3)

In 2015 the Third parties Management
department was created to monitor
service
providers'
compliance
with labor, social security, and
occupational health and safety
requirements in relation to their
employees, helping to ensure that
applicable regulations are heeded
and outsourced workers' rights are
upheld.
The Service Provider Manual, with all
the necessary guidance, is available
for viewing and downloading on
our website. Its aim is to publicize
the regulations to be followed by
service provision companies, their
employees, sub-contractors and
agents during the execution of their
activities at M. Dias Branco, being an
integral part of the service provision
agreement and/or the services
purchase order.
There is a procedure of corporate
certification that manages the
requirements, the flow of activities
and the responsibilities of each
department in the signing and
ratification of a supplier. This
procedure implies implemented
management practices, allowing
a preliminary analysis of the
ways suppliers approach socioenvironmental issues. Demanding
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that suppliers meet minimum
parameters relating to the socioenvironmental issues to ensure
security in the supply of materials is
a priority.
In 2017 we started implementing the
procedure concerning Management
of Supplier Certification, which
can be extended to all the
manufacturing plants except the
mills. The documentation received
from the suppliers is in the process
of technical evaluation by the Quality
Control Department.
During the previous year, we mapped
out the suppliers of raw materials,
packaging
and
commodities
upon receipt of a duly filled out
questionnaire
that
evaluated
socio-environmental issues. Of the
total number of suppliers of raw
materials, 55% scored more than
80%, whilst only 50% attained this
score amongst packaging suppliers.
In the area of “Commodities”, 70% of
the suppliers achieved an evaluation
score higher than 80%. (102-43)

Socio-environmental Efforts

The sustainability of agricultural
commodities is essential to our
business, since the majority of
the materials that are used in the
manufacturing process is derived from
only five raw materials: wheat and flour,
vegetable oils and fats, sugar, cocoa
derivatives and cornstarch. These
raw materials amounted to 1,826,862
million metric tons in 2017 (1.3% more
than the 1,803,372 million used in the
previous year), including fats and flour
purchased from third parties. (301-1)
We bought these supplies from
large multinational traders whose
business
models
incorporate
socio-environmental
management.
Therefore, environmental impacts and
human rights issues in the field, for
example, are indirectly addressed by
the supply chain.
Meteorological variables in agricultural
areas relevant to our business are
continuously
monitored
through
meteorology services and information
from commodity trading agents who
continuously monitor climate data
relating to precipitation and droughts,
as well as volatility trends in wheat
producing regions.

Silos storing wheat
at the Eusébio/CE plant

Management
of Third parties
Compliance with legislation and
the preservation of the rights of
outsourced workers

Full Annual Report 2017
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Nutrition and Healthiness
Why is the topic of
importance for M.
Dias Branco and the
stakeholders? (103-1)
In addition to standardized food quality
that is appropriate for consumption,
food and nutritional security has come
to be understood as a household's
physical, social and economic access
to sufficient, safe and nutritious food
for all members. A recent increase
in prevalence of diseases related to
obesity and the costs of treatment
have made this a matter of national
public health. The resulting changes
in consumer values and awareness of
the relationship between obesity and
an unhealthy diet has led to growing
concern about eating healthy and
functional foods.

Courses of Action
• A product range with a more nutritious
profile.

every region of the country. We actively
participate in the regulatory agenda
of ANVISA and the trade associations
(ABIA and ABIMAPI), as we strive
to align our initiatives and product
launches with this reality. (102-43)
The aspects of nutrition and
healthiness are explicit in our mission:
to offer innovative and healthy foods for
people’s wellbeing. The management
of this issue is the responsibility of
the R&D (Research and Development)
Board and involves a multidisciplinary
team with employees from the
Innovation, Marketing, Regulatory and
Quality Departments.
The main nutrients added to various
different products in our current
portfolio are fibers, calcium and
vitamins A, B, D and E, and minerals
such as iron (Fe) and Zinc (Zn).
In 2017 we were innovative in the launch
of a new line of wholemeal foods - ‘Adria
Plus Life’ - that includes both sweet and
savory biscuits, cookies and cereal bits.
The new line uses wholemeal cereals

• Lower levels of sugar, sodium and
trans fats.
The health problems related to
poor diet is a public health issue in
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In 2017, there was a slight reduction
in the formulas that contained the
addition of micro-nutrients due to a
review in the portfolio of certain brands,
amongst other factors. The amount
came out at 31.8%, a reduction of
0.6% over 2016 and a growth of 5.3% in
relation to the base year (2014). (FPSD-FP7)
Also of importance were the projects
designed to reduce sugar, actions for
raising awareness about healthiness
in schools in the areas near the plants,
and the mapping of tendencies on the
issue performed by internal working
groups, all of which also guided the
development of the Adria Plus Life line.

PERCENT OF SALES VOLUME, BY PRODUCT CATEGORY,
CONTAINING ADDED NUTRIENTS SUCH AS FIBERS,
VITAMINS, MINERALS AND OTHER ADDITIVES.

(103-2)

The table opposite shows the calculation based on net revenue net of
discounts and returned products.
In 2014 packaged toast was not yet
available in the market.

as its prime ingredient, meeting the
main demands of the consumers of this
type of product, according to research
performed by the IDEC (Brazilian
Consumer Defense Institute). The line
has been developed in partnership with
a nutritional advisor, who also helped
translate the functional benefits of the
products into sales arguments for the
commercial team.

CATEGORY

% sales with added nutrients out of
total revenue from product category

% sales with added nutrients
out of total revenue FPSD-FP7

2014

2015

2016

2017

2014

2015

2016

2017

COOKIES

10.7%

11.2%

12.1%

9.6%

19.5%

20.8%

22.4%

17.4%

PASTA

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

MARGARINE AND

4.1%

4.3%

4.6%

5.6%

99.8%

100.0%

100.0%

100.0%

SHORTENING FAT

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

FLOUR

15.4%

15.2%

14.4%

13.4%

100.0%

100.0%

100.0%

100.0%

BRAN

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

CAKES

0.3%

0.3%

0.4%

0.0%

39.2%

42.8%

58.1%

0.0%

SNACKS

0.0%

0.3%

0.2%

0.0%

10.1%

60.3%

61.7%

4.8%

CAKE MIXES

0.0%

0.1%

0.2%

0.4%

100.0%

100.0%

100.0%

100.0%

TOAST

-

0.2%

0.5%

0.4%

-

27.3%

44.4%

28.6%

TOTAL

30.6%

31.5%

32.4%

29.4%

-

-

-

-

Socio-environmental Efforts

Eco-efficiency
Why is the topic of
importance for
M. Dias Branco and
the stakeholders? (103-1)
Eco-efficiency is becoming increasingly
strategic for organizations. The
important impacts on the environment
are related to the creation of solid
waste, most of which are recyclable,
and the consumption of natural
resources such as water and energy
to drive machines and manufacture
of products. Our main focus is the
minimization of the environmental
impacts arising from our activities.

Investimentos em gestão

INVESTMENT IN ENVIRONMENTAL
ambiental (R$
(R$MILLIONS)
milhões)
MANAGEMENT

9.3
10.4
9.7
8.1
2017
2016
2015
2014

(103-2)

We are grounded in and aligned
by the concept of sustainable
development, in compliance with
the applicable legal provisions. We
operate as a responsible company,
investing in human capital and
making the necessary financial
resources available for environmental
management.

The communications extend to the
internal public, at all levels and
functions, as well as the external
public,
systematizing
methods
for receiving, documenting and
responding to complaints and
requests for information concerning
any issues relating to the industrial
management system.

The policy of the SGI covers the
Environmental Department as well
as the Quality, Food Safety and Safety
at Work Departments. In terms of
our approach to the environment,
we are committed to “Preventing
pollution and reducing significant
environmental impacts, prioritizing
a reduction in the generation of
solid waste, and a reduction in the
consumption of water and electricity.”

Our objectives in Environmental
Management are:

We have a standardized management
tool,
focused
exclusively
on
environmental demands. We have a
qualified multidisciplinary team at
operational and management level,
and the entire management system
is based on the internationally
recognized NBR ISO 14001 norm.
We make adjustments to our
management practices through the
environmental rating, mapping and
monitoring of the most important
environmental processes. In 2017
we invested R$ 9.32 million in
environmental management.
The system used for communication
concerning
the
Environmental
Management System is described in
the specific procedure.

• To reduce water consumption
by m3/ per ton of manufactured
product.
• To increase the rate of recycling
and reuse of waste.
• To reduce the relationship of
waste generated/ton of products
produced.
• To improve the environmental
rating.
We perform internal and
external audits, application of
the environmental rating, and
evaluation of the compliance with
legal requirements, all focused
on evaluating the effectiveness of
the environmental management.
At the annual planning meeting,
the managers carry out a critical
analysis of the process to evaluate
the performance over the year,
supporting the planning for the
coming period, including the
rethinking of processes, in pursuit of
continual improvement. Every year
we review the main management
tool, the environmental rating, in
order to continually add value to the
business.
(103-3)
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Waste
Why is the topic of
importance for
M. Dias Branco and
the stakeholders? (103-1)
Eco-efficiency involves initiatives
and investments in production
systems, products and services to
reduce environmental impacts while
generating an economic return. The
adoption of these initiatives aims to
reduce the generation of waste within
the organization. With the advent of
Brazil's National Solid Waste Policy,
post-consumer reverse logistics for
packaging has become mandatory and
also involves external stakeholders.

The PGRS (Solid Waste
Management Plan) is the main
method for the management of
waste, adhering to the applicable
legislation. The foremost expectation
of the stakeholders - internal
public, recycling companies and the
government - is a reduction in the
generation of solid waste, increasing
the recycling rate and better disposal
of some of it, rather than in sanitary
landfills.
(103-2)

71.1%
of waste generated was

recycled

The graph below shows the growth of
a number of the indicators of M. Dias
Branco over time:

EVOLUTION OF WASTE INDICATORS
45,000

90.0%

Courses of Action

40,000

• Reduce
waste
output
from
processes.
• Proper process waste disposal.

30,000

60.0%

25,000

50.0%

35,000

20,000
15,000
10,000
5,000

80.0%
65.2%

59.9%

33,184
14.6%

61.9%

71.1%

39,976

34,193

35,578

7.5%

10.0%

11.0%

40.0%
30.0%
20.0%

0

10.0%
0.0%

2014
Total of generated waste - tonnes

2015

2016
Recycling rate - %

PAPATUDO campaign posters
that raise the awareness of employees
regarding selective disposal
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70.0%

2017
Disposal in landfills - %
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DESTINATION OF WASTE - TONNES (306-2)
Allocation

Hazardous

Total

Non-hazardous
YEAR 2016

YEAR 2017

CHANGE
16/17

22%

21,173

25,289

19.4%

793

-79%

3,812

793

-79%

2,028

1,795

-12%

2,028

1,795

-12%

-98%

3,409

3,928

15%

3,424

3,928

15%

59

38%

251

205

-18%

293

263

-10%

32

24

-26%

0

0

0%

32

24

-26%

Biological treatment
(stabilization ponds)
Decontamination
of lamps

0

0

0%

0

3,247

0%

0

3,247

0%

3

5

59%

0

0

0%

3

5

59%

Re-refining

7

13

85.7%

0

0

0%

7

13

85.7%

Other*

4

0

-100%

3,416

222

-94%

3,420

222

-94%

Total

504

128

-75%

33,689

35,451

34,193

35,578

4%

YEAR 2016

YEAR 2017

CHANGE
16/17

YEAR 2016

Recycling

401

27

93.3%

20,772

25,263

Reuse

0

0

0%

3,812

Composting

0

0

0%

Landfilling

15

0

Co-processing

42

Incineration

The total generation of waste
was 4.1% higher in relation to the
previous year, and 14.7% more was
sent to landfills, despite this being
19.1% less in relation to the base
year of 2014. On the other hand, the
recycling rate increased strongly in
relation to 2017/2016: jumping from
61.9% to 71.1%.
The main waste generated and the
forms of disposal are: (306-2)

Recycling: Spent frying oil, ferrous
scrap metal, non-ferrous scrap
metal (aluminum and copper), paper
and cardboard, wood (pallets) scrap
wood and boards, off-specification
products, metal packaging, noncontaminated plastic drums, plastic
bags with residual vegetable fat, big
bags, containers, films and small
plastic packaging items, organic
process waste, batteries, electronic
waste, and construction waste.

YEAR 2017

Reuse: Biological pruning and silt waste.
Composting: Sediment from the
refinery and organic waste from the
restaurant, waste from the fat tank
and garden waste.
Co-processing: Scrap tires, toxic
waste from Wastewater Treatment
Plants, contaminated rags and wipes,
hazardous waste, paints and solvents,
chemicals,
activated
charcoal
filters, electrical components, resin,
machining fluid, common waste and
sanitary waste.
Incineration: Health care service waste.
Biological Treatment: Wastewater
treatment plant waste streams
containing non-toxic substances,
water treatment plant waste streams
containing non-toxic substances,
sewer waste streams containing
non-toxic substances.

CHANGE
16/17

Re-refining: Spent engine oil, diesel
oil.
Other: Forklift batteries (returned to
supplier – Reverse Logistics).
The sale of the solid waste generated in
the process and of unsuitable products
yielded a non-operational income of
R$ 2.17 million in 2017 (R$ 2 million in
2016 and R$ 2.2 million in 2015).
The Logistics Department disposes
of tires used by the company’s fleet of
vehicles in accordance with current
CONAMA 416/2009 legislation. The
scrap tires are sent to collection stations
authorized by the RECICLANIP organ (an
entity connected to ANIP - the National
Pneumatics Industry Association), from
where they are sent for correct disposal.
In 2017, 377 tires were disposed of in the
correct manner, thus avoiding damage
to the environment.
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Water and
Wastewater

Grande Moinho Aratu,
in Salvador/BA

Why is the topic of
importance for
M. Dias Branco and
the stakeholders? (103-1)

índice de consumo
WATER
CONSUMPTION RATE
de
agua
3

We manage our water by
monitoring its consumption and
the hydro-availability, the removal
of water, and through the legal
demands relating to the granting
of the right to use the resource.
Our relative consumption was 5.6%
lower in relation to 2015, with a
reduction of 3.1% over 2016.
(103-2)

Eco-efficiency involves initiatives and
investments in production systems,
products and services to reduce
environmental impacts while generating
an economic return. The adoption of these
initiatives aims to reduce the consumption
of natural resources, such as water and
electricity, as well as improve the effluent
treatment processes and implement
systems of reuse of water that can offer
a financial return through economy/
efficiency measures and prevention of
possible risks relating to environmental
conformity.

(M /TON PRODUCED)

0.45
0.51

We monitor the total volume of
water extracted per supply source
at all our manufacturing plants.
In 2017, the total consumption of
water was 1.16 million m3, which
is 3.1% less in relation to 2016 and
-2.3% over the base year (2014). The
volume of surface water collected
in Ceará increased significantly due
to the reduction in the availability of
rainwater.

Courses of Action

0.47
1.18

2017
2016
2015
2014

• Incremental reduction of water and
energy consumption.
• Water recycling.
• Wastewater treatment.
Total water withdrawal by source - M³ (303-1)
2014
(BASE LINE)

Sources

m³

2015

%

2016

m³

%

CHANGE%
2017/2016

2017

m³

%

m³

%

CHANGE%
2017/2014

Surface water

-

-

-

-

17,114

1.4%

76,819

6.6%

348.9%

-

Groundwater

675,524

56.9%

680,566

55.3%

631,645

52.7%

594,792

51.3%

-5.8%

-12.0%

Rainwater collected
directly and stored by
the organization

131,912

11.1%

167,649

13.6%

180,455

15.1%

114,741

9.9%

-36.4%

-13.0%

Municipal water supplies/
other water utilities

373,533

31.4%

378,254

30.8%

351,788

29.4%

346,966

29.9%

-1.4%

-7.1%

Tank trucks

7,138

0.6%

3,397

0.3%

17,134

1.4%

27,241

2.3%

59.0%

281.6%

Total

1,188,107

-3.1%

-2.3%

1,229,866

1,198,136

1,160,559

* The collection of water at the plants supplied by underground water, surface water and rainwater is performed
in line with usage rights granted by the competent organs.
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Total water withdrawn by source - % (303-1)

2017
2016

6.6%

52.7%

1.4%

2015
2014
0.0%

9.9%

29.9%

2.3%

15.1%

29.4%

1.4%

51.3%

10.0%

55.3%

13.6%

56.9%

11.1%

20.0%

30.0%

40.0%

50.0%

60.0%

30.8%

0.3%

0.6%

31.4%

70.0%

80.0%

90.0%

100.0%

Surface water
Groundwater
Rainwater collected directly and stored by the organization
Municipal water supplies or other water utilities

Our main expectation is for our
water reuse rates to rise, with the
aim of reducing the volume of water
withdrawn from the source. The
reuse of water at the plants is based
upon legal requirements where they
exist, and on the quality calculated
by equipment and required by the
locations where it is to be used.
As such, we have continued with a
water reuse rate of 19%, meaning a
slight reduction in relation to 2016,
with all the initiatives relating to this
issue being maintained.

Tank trucks.

Percentage and total volume of water recycled and reused (303-3)

25.0%

1,400,000
1,200,000

1,188,107

1,229,866

1,198,136

19.9%

1000,000

1,160,559

16.4%

800,000

19.1%

600,000
400,000
200,000
0

20.0%
15.0%
10.0%

8.8%

202,050

238,816

222,191

5.0%

104,404

0.0%
2014

2015

2016

2017

Total volume of water used (m3)
Total volume of water recycled or reused (m3)
% of water recycled or reused

Full Annual Report 2017

99

HYDRO-AVAILABILITY IN THE HYDRO-GRAPHIC BASINS IN WHICH
THE COMPANY HAS PLANTS AND THE TOTAL VOLUME OF WATER USED
AND REUSED IN THE HYDRO-REGIONS
Plant

Drainage
Basin

Jaboatão dos Guararapes/PE

Capibaribe

422

Natal/RN

Trairi/Piranji

470

Cabedelo/PB

Baixo Paraíba

470

São Caetano de Sul/SP

Alto Tiête

136

Metropolitana/CE

1,467

Salvador/BA

Paraguaçu

3,266

Lençóis Paulista/SP

Tietê Jacará

2,050

Bento Gonçalves/RS

Taquari/Antas

17,939

Availability (m3 /
inhab. / annum)

Total Volumeof
water used m3 e %

359,100
31%

Total volume of
water recycled or
reused m3 e %

105,048
46%

Eusébio/CE
Maracanaú/CE
Gorduras e Margarinas,
em Fortaleza/CE

609,409
53%

130,206
49%

192,050
17%

3,562
4%

Moinho Dias Branco
em Fortaleza/CE

The Falkenmark index employed by the UNO to detect the water’s quantitative condition per inhabitant, the ratio between
average flow and population (m3 per inhab. per annum):
• < 500 m3 per inhab. per annum –state of scarcity.
• from 500 to 1700 m3 per inhab. per annum – state of stress.
• > 1700 m3 per inhab. per annum – state of comfort.

In 2017, the volume of effluents
treated and disposed of was 43%
higher than in 2016, totaling 359,699
m³. The increase in effluents created
is justified by the implementation of
monitoring at plants not previously
monitored: Maracanaú/CE, Moinho
Dias Branco/CE and Moinho
Rolândia/PR.
(103-2)

We can highlight a project
performed by the Núcleo de
Engenharia Corporativa (Corporate
Engineering Nucleus), at a sum of
R$ 540,049.50, that allowed a better
reuse of wastewater at the Eusébio/
CE plant, optimizing the irrigation of
the gardens and economizing water.
As can be seen in the table at the
side, 95% of the volume of water
reused is at the plants located in
areas where there is a scarcity of
water and ‘hydro-stress’ conditions.

TOTAL DISPOSAL
Descarte
total de efluentes (m3
OF EFFLUENTS (M³)

359.699
250.842
338.048
698.467
2017
2016
Lake for the collection
of rainwater at the
Eusébio/CE plant

100

2015
2014

Socio-environmental Efforts

Disposal of effluents and methods
of treatment at each plant - m³ (306-1)
Eusébio/CE | Volume 66.134 m³

Natal/RN | Unmonitored volume

Salvador/BA | Volume 31.236 m³

The effluents are sent to the plant’s
own Waste Treatment Station (ETE),
which has a physical-chemical
system, followed by the biological
system, activated sludge, with
continuous aeration. The treated
effluent is discharged into the nearby
Carro Quebrado River/Tapeba Creek
in accordance with applicable state
environmental regulations, with
part of the water used for garden
irrigation. The standards followed
are: SEMACE Ordinance 151/2002,
COEMA
Resolution
02/2017,
SEMACE
Ordinance
111/2011,
CONAMA Resolution 357/2005 and
CONAMA Resolution 430/2011.

The effluents are sent directly to the
local concession operator CAERN.

The effluents are sent directlyto the
local concession operator EMBASA.

Cabedelo/PB | Unmonitored
Volume

São Caetano de Sul/SP |
Volume not monitored

The effluents are sent to the

The effluents are sent directly to the
local concession operator - DAE.

Fats and Margarines in Fortaleza/
CE | Volume 155.065 m³

Bento Gonçalves/RS |
Volume 7.298 m³

For the treatment of industrial
effluents
a
physical-chemical
system is used, followed by a
biological system (activated sludge),
before being disposed of after
treatment by the public system.
Domestic waste is sent to the public
waste collection system (CAGECE).
Both are then disposed of in the
receiving water body after treatment
performed by the water and waste
concession operator. The standards
followed are: SEMACE Ordinance
151/2002,
COEMA
Resolution
02/2017,
SEMACE
Ordinance
111/2011, CONAMA Resolution
357/2005 and CONAMA Resolution
430/2011.

The effluents are sent to the correct
Waste Treatment Station, where
they are treated biologically. After
the treatment of the effluent it is
disposed of in the rainwater network.
Effluent quality is monitored under
the relevant operation license and
in accordance with applicable state
and federal regulations.

Maracanaú/CE | Volume 80.256 m³
The effluents are sent directly to the
local concession operator CAGECE.

correct Waste Treatment Station,
which conducts physical and
biological treatment through the
use of a Decanting Digestion Tank,
a UASB Reactor, Sand Filters, a
Reuse Tank and Ground Infiltration
Boxes. Receiving body: Ground (by
infiltration). The standards followed
are: CONAMA Resolution 357/2005
and CONAMA Resolution 430/2011.

Lençóis Paulista/SP |
Volume 13.996 m³
The effluents are sent directly to the
local concession operator – SAAE.
Dias Branco Mill
in Fortaleza/CE | Volume 95 m³
The effluents are sent directly to the
local concession operator - CAGECE.
Moinho Rolândia | Volume 12 m³
The effluents are sent directlyto
the local concession operator SANEPAR.

Jaboatão dos Guararapes/PE |
Volume 5.605 m³
Treatment: physical-chemical and
biological activated sludge treatment.
Allocation: 94% of wastewater is
reutilized internally (bathrooms,
irrigation, façade washing, external
surfaces and the wastewater
treatment process). The standards
followed are: CONAMA 357/05, 430/11
and CPRH 2001 Technical Standard.
Treated effluent quality is monitored
through internal and independent
analyses, with analysis accuracy
ensured by process controls.
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Energy
and Emissions

Why is the topic of
importance for
M. Dias Branco and
the stakeholders? (103-1)

Eco-efficiency involves initiatives
and investments in production
systems, products and services to
reduce environmental impacts while
generating an economic return.
These initiatives aim to reduce
consumption of raw materials and
inputs such as water and electricity,
while also reducing greenhouse gas
emissions. Eco-efficiency initiatives
can provide financial returns through
the savings generated by the efficient
use of natural resources and can also
mitigate potential compliance risks.

Courses of Action
• Competitively priced electricity.
• Energy efficiency.
• Lower fossil fuel intensity.

The innovation and
improvement
of
science
and
technology has occupied a privileged
position in industry. The management
of energy aims to implement
sustainable initiatives in such a way
as to reduce the consumption of fossil
fuels, and at the same time generate
financial return. The adoption of
these initiatives aims to reduce the
consumption of electric energy &
natural gas, which are responsible for
a large part of our monthly expenses.
(103-2,

103-3)

The “Energy” WG is made up of
employees from the Corporate
Engineering, Maintenance, Operational
Performance Management, Supplies,
Sustainability and Communication
departments, who meet monthly to
monitor and discuss improvement
actions.
In 2017, a Technical Meeting of the
Energy WG was held at the Eusébio/
CE plant to discuss actions, present
new ideas and evaluate the trends and
scenario of the free energy market. 25
professionals from different company
plants took part in the meeting.

During the event the employees could
share cases, present information on
the actions undertaken over the course
of the year and discuss the actions for
2018. We work together with invited
companies which have expertise in
the subject to develop our discussion
surrounding
sustainable
energy
efficiency.
To continue pursuing a competitively
priced electricity supply is a strategic
business objective. In 2017 we migrated
to the free energy market with two
plants: Salvador/BA and Moinho
Rolândia/PR. These actions equal
R$ 5.9 million in savings for 2017. On
top of these, the Eusébio/CE, Special
Shortening and Margarines/CE, Moinho
Dias Branco/CE, Bento Gonçalves/
RS and Jaboatão dos Guararapes/PE
plants migrated in previous years.
Translucent roofing has also been
installed at the new bran storage
warehouse at the Eusébio/CE plant,
thus taking full advantage of the natural
light during the daytime.
Other energy efficiency initiatives generated
savings of R$ 1.6 million in 2017.

ENERGY EFFICIENCY INITIATIVES
Plant

Savings of
R$

1.6

Salvador/BA

million

through energy efficiency

actions

Bento
Gonçalves/RS

Jaboatão dos
Guararapes/PE

Total
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Energy efficiency actions Economy

(R$)

Compressed air compressor management system

223,706

Modernization of capacitor banks

101,213

Replacement of conventional lighting with LED bulbs

75,500

Replacement of old motors with high-performance units

192,811

Replacement of natural gas fired burners

566,092

Replacement of fluorescent strip lighting with LED bulbs

135,644

Replacement of the reflectors on the pasta lines and
those in the compressed air compressors

53,903

Logistics Management System

24,006

Automation of equipment Insufflators / Exhaust Hoods for Pastas 02

28,250

Replacement of conventional lighting with LED bulbs

172,353

Air renewal system in the blower room

10,837

Replacement of old motors with high-performance units

36,098
1,620,413

Socio-environmental Efforts

ENERGY CONSUMPTION WITHIN THE ORGANIZATION
IN THOUSANDS OF GIGAJOULES (GJ) (302-1)
Energy Type

2015

2016

2017

CHANGE%
2017/2016

CHANGE%
2017/2015

Non-renewable fuel consumption

1,934,046

2,157,444

2,204,280

2.17%

13.97%

- Natural Gas (thousands of GJ)

1,894,561

2,115,692

2,172,328

2.68%

14.66%

- LPG (thousands of GJ)

36,106

40,632

31,394

-22.74%

-13.05%

- Diesel (thousands of GJ)

3,379

1,120

558

-50.16%

-83.48%

Renewable fuel consumption

-

-

-

-

-

Electricity, heating, cooling
and steam purchased
Total energy consumption
in the group

1,006

1,001

1,050

4.86%

4.38%

1,935,052

2,158,445

2,205,330

2.17%

13.97%

We have invested
more then

1

R$

million

in the installation
of solar lamps

There was a 2.17% rise in the
consumption of non-renewable fuels
(2017/2016), due to the following
specific factors:

• The Company's production in tons
was 2.47% greater and, therefore,
greater than the difference in the
consumption of non-renewable
fuels. Furthermore, a number of
energy efficiency actions provided
better results.
• In Bento Gonçalves/RS, we
consumed more natural gas, due
to the greater production of wafers
which require greater use of this
type of fuel.
• The Lençóis Paulista/SP plant
shifted to natural gas since it
operated with LPG. In addition
to this, we turned to burning
disposable pallets to reduce the
consumption of diesel oil.
• We have inoperative generators at
the Cabedelo/PB plant, due to the
better rate at peak time offered
by the concession operator.
We have therefore reduced out
consumption of diesel oil.
• At the Special Shortening and
Margarines/CE plant, we have
reduced the consumption of
natural gas due to the burning of
fatty acid (a sub-product of crude
palm oil) in the boilers.
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ENERGY INTENSITY (302-3)

Energy intensity
(kWh/tonnes of product)

2014

2015

2016

102.63

138.95

133.04

In relation to energy intensity, there
was an increase of 1.99% (2017/2016)
due to new investments made to
increase manufacturing capacity,
especially:

• At the Special Shortening and
Margarines/CE plant we started
operating the new semi-continuous
deodorizer to increase the offer of
vegetable oil.
• At the São Caetano do Sul/SP plant,
we installed a new line of cut pasta.
• In Bento Gonçalves/RS, we started
production of two new lines of
cookies.
We administered the
emissions of fixed sources through
the monitoring of the equipment
that consumes fossil fuels. The
quality standards of the emissions
are established in specific legal
regulations. The main expectation
relating to the issue is the finding of
more sustainable supply sources for
the equipment.
(103-2,

103-3)

The greatest impact on the CO²
emissions is related to cargo
transport. The distribution of products
is mostly performed using diesel
powered vehicles, which emit a high
level of CO2. There are currently two
policies on the matter: Monitoring
of the atmospheric emissions from
mobile sources, and management of
atmospheric emissions.
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2017
135.70

CHANGE%
2017/2016

1.99%

CHANGE%
2017/2014

32.22%

In order to further reduce the
emissions, we have invested in
vehicles that comply with Proconve
P7 legislation, as well as permanent
maintenance
management
programs, so that we have a fleet
that is less polluting and better
adapted to making our deliveries.
As well as a permanent preventive
maintenance program, the company
uses an opacity measurement tool
to evaluate the fleet’s performance
and control the emission of polluting

gases. Furthermore, we have created
an incentives program for the team of
drivers, with weekly awards, in which
one of the evaluation indicators is
the rational consumption of fuel.
We have tracking technology available
and, focusing on a monitoring area,
we track the routes followed by
each vehicle in the company’s fleet.
Routine studies are carried out to
optimize the delivery routes, with
a view to guaranteeing that each
vehicle operates as efficiently as
possible, whilst we also evaluate the
whole distribution network.

Socio-environmental Efforts

ANNUAL CONSOLIDATED DATA ON THE OPERATION OF THE COMPANY’S FLEET AND EMISSIONS
OF GREENHOUSE GASES (GEE) IN TONS (305-1)

Year

Number
of vehicles

Fuel (liters)

CO2
(tonCO2)

CH4
(tCO2e)

N 2O
(tCO2e)

Greenhouse
Gas Emissions
(tCO2e)

Monthly Biomass
Emissions
(tCO2e)

Total
Greenhouse
Gas
(tCO2e)

2014

597

2,832,588

6,971

12

30

7,014

402

7,416

2015

627

3,545,298

8,305

18

144

8,467

685

9,152

2016

623

3,563,218

8,346

9

67

8,509

690

9,199

2017

680

3,053,715

7,144

1

0.4

7,283

596

7,879

Our main objectives are:

• To improve traffic safety through
campaigns designed to raise
awareness of safe driving.
• To reduce the emissions of CO²,
by monitoring the route times,
optimizing resources and reducing
deviations and inactivity.
The evaluations related to the
management of mobile source
emissions are found in the expert
reports issued by the NA-9000
(NAPRO) system - which analyzes
the opacity of the vehicles - certified
by INMETRO, that each year

establishes whether the equipment
is well calibrated and in accordance
with legal requirements.
GHG fossil fuel emissions fell 14.4%
over 2016. The consumption of
fuels also fell 14.3% (509,000 liters
less). This was made possible by an
operational review, daily monitoring
of the efficiency of the vehicles,
and the monitoring of vehicles
and drivers. The intensity of the
emissions remained stable at 0.0024
fossil CO² /liters. The management
initiatives of the fleet have shown
consistent results.

ANNUAL EMISSION OF GHG FOSSIL FUELS AND INTENSITY
OF EMISSIONS BY THE COMPANY FLEET (305-4)
10,000
8,000

0.0030
0.0025

0.0024

0.0024

0.0024

0.0020

6,000
4,000

7,014

8,467

8,509

7,283
0.0010

2,000

0.0000

0

2014

2015

2016

Monthly Greenhouse Gas Emission (tCO2e)
Emission intensity (tCO2e/litros)

2017
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Communities and
Social Investment
Why is the topic of
importance for M.
Dias Branco and the
stakeholders? (103-1)
Our engagement with society
ranges from narrowly defined issues
affecting communities surrounding
our operations to issues affecting
society as a whole. Developing positive
relations with the communities
surrounding our operations can
contribute to minimizing the potential
negative impacts on neighboring and
more sensitive communities. From
a broader perspective, society has
called upon companies to contribute
more effectively on issues related to
their business activities which can be
addressed through social investments
and support for socially important
causes.

Courses of Action
• Federal incentive laws (the elderly,
sports, children and adolescents,
PRONON, PRONAS and Rouanet),
state (culture) and direct support.
• Interacting with communities.
• Donations.
• Volunteering.
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Children receive music
lessons at an institution
supported in Salvador/BA

The “Social Investment and
Communities” working group includes
the participation of the Legal, Human
Resources, Sustainability, Administrative,
Tax, Communication and Environment
departments
and
discusses,
evaluates and monitors the social and
environmental impacts resulting in
engagement with the communities.
(103-2, 103-3)

Our social actions are managed by
the Sustainability Department with
the support of the Sustainability
Ambassadors at the manufacturing
plants, concentrating on support for
social, cultural and environmental
projects, by means of:

• The use of incentive laws and direct
support for the projects in the
neighboring communities.
• The donation of food, goods and
equipment.
• Voluntary actions in the neighboring
communities.
• The Sustainability Meeting.
Since 2016, whenever possible, the

Company has prioritized support for
organizations with activities established
close to the plants and whose scope
of activities is in line with our Policy of
Donations of Finished Products and
Financial Resources.
Just as in the previous year, in 2017 we
maintained our engagement initiatives
with neighboring communities at 100%
of the manufacturing plants (in 2015,
46% of the plants and 8% in 2014). This
took place through donations of food,
voluntary actions, direct support and via
incentive laws in the form of sustainable
projects. (413-1)
We perform periodic visits to the
supported entities, as part of our social
investment and community relations
governance model. During 2017, 21
visits were made to organizations that
are given monthly donations, and 12 to
projects supported throughout Brazil
by tax incentive laws. These visits are
accompanied by representatives of the
entities we support and with whom the
Company has direct communications
and a permanent dialog. (102-43, 413-1)

APAE accompanies
children with support from
M. Dias Branco

Children from the Vida
Esporte project, supported
by M. Dias Branco

Donations
Our food donation policy was finally
implemented in 2016 with uniform
internal procedures for all the units,
and with criteria for the selection of
beneficiary organizations. We make
periodic donations of products which
have not reached their sell-by dates,
but are close enough to prevent them
being commercialized in any way other
than as monthly fixed donations to all the
communities near the factories.
Goods worth R$ 4,786,821.00 were
donated in 2017 (R$ 487,000 in 2016
and R$ 696,000 in 2015), being handed
out over the course of the year to 164
organizations (120 in 2016 and 63 in 2015)
located near the manufacturing units
and distribution centers.
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AMOUNT
AND QUANTITY
OF ORGANIZATIONS
Valor e quantidade
de organizações
beneficiadas
por doações de alimento
BENEFITING FROM FOOD DONATIONS

6,000

164

5,000

4,786
120

4,000
3,000

160
140
120
100
80

63

2,000
1,000

180

60
40

696

20

487

0

0

2015

2016

Amount (R$ thousand)

2017
Number of organisations
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Volunteering
Our objective is to increase the
volunteer and solidarity culture in
the Company, with the support of
managers, ambassadors and partners,
strengthening the sustainability actions
in the communities around our plants.
Being a volunteer means donating your
time, work and talent to causes of social
and community interest, thus improving
the quality of life in the community.
In 2017, we encouraged our employees
to perform community services. In total,
237 volunteers each gave between 4
and 8 hours of their working week to the
program, totaling 1,116 hours.
For the third year running we held
the “Presents which bring smiles”

program: all the employees could take
part by donating toys and books, as
well as personal skills such as: music,
recreation and classes, representing
the company, and thereby putting into
practice the important mission of
supporting and taking part in the dreams
of various children at the institutions
near the manufacturing plants.
Volunteer Day took place at most of the
plants on October 6, 2017, in celebration
of Children’s Day. 195 volunteers took
part, with 1,795 children between 1
and 12 years of age and 18 institutions
benefiting. In addition to this, 2,221 toys
and 2,847 different items were collected.

Achievement
Program*,
involving
voluntary activities at the schools near
the plants. In 2017, 42 employees visited
the classrooms to take part in the
education of young people in Primary
and Secondary schools.
By the second year we had started
supporting the Post Office’s Christmas
campaign “Adopt a Letter”, which
encouraged the adoption of letters to
children. In 2017 the participating plants
“adopted” 407 children.

On top of this, we expanded the Junior

*This is a non-profit educational association, supported
by the private sector, that aims to awaken the
entrepreneurial spirit in young people while they are
still at school, encouraging their personal development,
providing a clear view of the world of business, and
allowing them access to the work market.

Pleno Viver Project - Terra Foundation supported by M. Dias Branco
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Engagement in projects supported by Tax
Incentive Laws, Social Investment, Volunteer
Programs and Donations in 2017

Engagement
in projects
supported by
Incentive Laws,
Voluntary work
and Donations
in 2017
(413-1)

Next we outline the projects supported at each of the plants, the actions undertaken and the benefits of the main social initiatives in 2017:

Incentive laws and direct support

SOCIAL INVESTMENT (R$)

Funds
Own

Federal Incentivized

2014

2015

2016

2017

575,000

2,800,000

160,000

365,000

1,490,000

727,000

3,995,600

2,740,000

-

-

100,000

135,000

2,065,000

3,527,000

4,256,600

3,240,000

State Incentivized
Total

SOCIAL INVESTMENT BY TYPE (R$)
M. DIAS BRANCO
Social investment
by type (R$)

Incentives

Resources
M. Dias Branco

SOCIAL INVESTMENT BY TYPE (R$)
DIBRA by
- TPC
Social investment
type (R$)

Incentives

Senior Citizens’ Law 400,000

Senior Citizens’ Law 100,000

Law for
encouraging sport

150,000

Law for
encouraging sport

100,000

Young people's
statute

350,000

Young people's
statute

100,000

Rouanet

1,310,000

Rouanet

30,000

Provincial

Cultural

135,000

PRONAS

100,000

Paid in
Cash

M. Dias Branco

365,000

PRONON

100,000

Total

M. Dias Branco

2,710,000

Dibra - TPC

530,000

Federal

Federal

Total

http://rouanet.cultura.gov.br/incentivofiscal/
Grand Total
3,240,000
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Resources Controlling
shareholder Dibra - TPC

Plant

Fortaleza Plant
Eusébio/CE

Engagement in projects supported by Supported
entity, initiative carried out and beneficiaries
Volunteerism and Donations
Manoel Ferreira Gomes School: Donation of products, goods, volunteer
work (Junior Achievement), involving 6 volunteers and benefiting more
than 110 children, action designed to encourage the practice of sports.
Mário Sales School: Donations of products and goods.
Formiguinha em Ação School: Donations of products, goods, voluntary
initiative, with 230 children benefited and 100 volunteers.
Associação de Moradores do Jabuti: onation of products, goods, and
engagement with leaders from the community neighboring the
Fortaleza Factory.
15 institutions supported with donations of products.
Holding of the II Sustainability Meeting.
The Post Office Christmas Campaign provided benefits for 53 children.

Projects supported by Federal Incentive Law
IEP - Instituto de Educação Portal, Eusébio/CE. Funds for the
Rights of Children and Adolescents.

Amount (R$)
50,000

Vida e Esporte IV, Eusébio/CE, Law for Encouraging sport Total

100,000

Total

150,000

Projects supported by State Incentive Law

Amount (R$)

Toque de Vida

60,000

New readers’ activities

75,000

Total

135,000
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Plant
Moinho Dias Branco and Gorduras e Margarinas Especiais, em Fortaleza/CE

Supported entity,
initiative carried out and beneficiaries
Volunteerism and Donations

Enem Academy Class with snacks donated for
8,000 students each day

Associação de Jovens of Vicente Pinzon: Donations of products,
and engagement with the community leader, 160 children
received gifts donated on the volunteer action
Maria Felício Lopes Municipal School: Donation of products, 2
voluntary initiatives: with 270 children benefited and 6
volunteers, and Junior Achievement program, with more than
60 students and 2 volunteers.
14 institutions supported with donations of products.

FOTO 49
Instituto Filippo Smaldone

Holding of the II Sustainability Meeting at both industrial sites.
The Post Office Christmas Campaign provided benefits for 5
children.
Enem Academy: Donation of products for snacks provided at
the classes held at the Ginásio Paulo Sarasate for 8,000 public
school students preparing to take the National Secondary
Education Exam (Enem). In all, 34 meetings took place in 2017.

Projects supported by Federal Incentive Law

Amount (R$)
50,000

IPOM - Povo do Mar Institute, Fortaleza/CE, Sports Incentive Law.
Finna Sustainable Experience: Fortaleza/CE, Rouanet Law.

106,875

Edisca, Fortaleza/CE. Lei Rouanet.

200,000
150,000
250,000

Torres de Melo Home. Fortaleza/CE, Senior Citizens’ Law.
Irmandade Santa Casa de Misericórdia, Fortaleza/CE, Senior Citizens’ Fund.
BCAD. Fortaleza/CE, Funds for the Rights of Children and Adolescents.

30,000

Signed Peter Pan, Fortaleza/CE, Funds for the Rights of Children and Adolescents.

100,000
100,000

By TPC*: Cancer Institute (ICC), Fortaleza/CE, PRONON.
By TPC*: Vidança, Fortaleza/CE, Funds for the Rights of Children and Adolescents.

40,000

By TPC*: Instituto Filippo Smaldone, Fortaleza/CE, Funds for the Rights of Children and Adolescents.
By TPC*: Signed Regional da Caridade de São Vicente de Paulo, Fortaleza/CE, Senior Citizens’ Law.
By TPC*: Edisca, Fortaleza/CE, Rouanet Law.

100,000
70,000
180,000

Fortaleza-Livro e Exposição, Fortaleza/CE, Rouanet Law.
XI Ceará International Dance Biennale - 20 years, Fortaleza/CE, Rouanet Law.
27º Cine Ceará, Fortaleza/CE, Rouanet Law.
Exhibition of Portraits of Leading ‘Cearences’ (people from the state of Ceará), Fortaleza/CE, Rouanet Law.
Ceará International Children’s Theater Festival, Fortaleza/CE, Rouanet Law.
GRAND TOTAL:

Projects supported by Social Investment
Natal Luz CDL
Big name debates
GRAND TOTAL:
GRAND
TOTALmade
PROJECTS
SUPPORTED
FORTALEZA:
* Investment
by TPC (Terminal
Portuário Cotegipe),
a company controlled by the Dias Branco family.
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40,000
100,000
30,000

30,000
80,000
1,656,875

Amount (R$)
85,000
80,000
165,000
1,821.875

Plant
Maracanaú/CE

Supported entity,
initiative carried out and beneficiaries
Volunteerism and Donations
Pleno Viver Nursery - Terra Foundation: Donation of products,
voluntary initiative (V Day), with 146 children benefited
and 18 volunteers.

FOTO 50
Fundação Terra

IIdear Institute:Donation of products, goods and volunteer actions
as part of the Junior Achievement Program, involving more than
20 students and 3 volunteers.
Holding of the II Sustainability Meeting.
The Post Office Christmas Campaign provided benefits for
15 children.

Projects supported by Federal Incentive Law
Pleno Viver Nursery - Terra Foundation, Maracanaú/CE,
Fund for the Rights of Children and Adolescents

Amount (R$)
100,000

Plant
Grande Moinho Potiguar
Natal/RN

Supported entity,
initiative carried out and beneficiaries
Volunteerism and Donations
Selva Lopes State School: Voluntary initiative, with
120 children benefited and 12 volunteers.
Josefa Sampaio School: Donation of products, voluntary initiative
(Júnior Achievement, with 12 volunteers).
Holding of the II Sustainability Meeting.
4 institutions supported with donations of products.
The Post Office Christmas Campaign provided benefits for
18 children.

Projects supported by Federal Incentive Law
Um Toque de Vida V, Natal/RN, Rouanet Law.

Foto sendo providênciada

Amount (R$)
50,000
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Plant
Grande Moinho Tambaú
Cabedelo/PB

Supported entity,
initiative carried out and beneficiaries
Volunteerism and Donations
Damásio França de Macêdo School:
Donations of products, goods, voluntary initiative,
with 60 children benefited and 15 volunteers.
Holding of the II Sustainability Meeting.

FOTO 51
Um toque de vida
Foto sendo providênciada

5 institutions supported with donations of products.
The Post Office Christmas Campaign provided benefits
for 10 children.

Projects supported by Federal Incentive Law
Um Toque de Vida V, João Pessoa/PB, Rouanet Law

Amount (R$)
50,000

Plant
Jaboatão dos Guararapes/PE

Supported entity,
initiative carried out and beneficiaries
Volunteerism and Donations
Cristo Vive Church and Carmelinho Crèche: volunteer action
involving 18 volunteers and benefiting 95 children; donations of
products and R$ 30,000.00 in cash.
Supervisora Miriam Seixas School: Donation of products,
voluntary initiative (Júnior Achievement program, with 148
students and 11 volunteers);
Holding of the II Sustainability Meeting.
14 institutions supported with donations of products and goods.
The Post Office Christmas Campaign provided benefits
for 250 children.

Projects supported by Social Investment
Feneart Recife/PE
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Amount (R$)
200,000

Plant
Grande Moinho Aratu
Salvador/BA

Supported entity,
initiative carried out and beneficiaries
Volunteerism and Donations
Hospital do Câncer de GAAC: Voluntary initiative, with 50 children benefited
and 09 volunteers.
APEMJA - Association of Fishermen, Shellfish Gatherers and Related
Occupations of Joanes and Neighboring Regions: Donations of products,
and engagement with the community leader. Voluntary initiative (Júnior
Achievement program, with 13 volunteers and 260 children of the João
Caribé State School).
Holding of the II Sustainability Meeting.
6 institutions supported with donations of products and goods.
The Post Office Christmas Campaign provided benefits for 26 children.

Projects supported by Federal Incentive Law
Núcleos Estaduais e Orquestras Juvenis e Infantis da Bahia
(Neojiba), Salvador/BA, Rouanet Law

Amount (R$)
100,000
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Supported entity,
initiative carried out and beneficiaries
Volunteerism and Donations
Sisters of Providence and São Caetano do Sul Orphanage:
Donations of products, voluntary initiative, with 112 children
benefited and 31 volunteers.
Holding of the II Sustainability Meeting.
6 institutions supported with donations of products.

Projects supported by Incentive Law
APAE - Association of Parents and Friends of Special Children, São Caetano do Sul/SP,
Funds for the Rights of Children and Adolescents

Amount (R$)
50,000

Plant
Lençóis Paulista/SP

Supported entity,
initiative carried out and beneficiaries
Volunteerism and Donations
Abrigo Amorada Home: Donations of products, voluntary initiative,
with 40 children benefited and 9 volunteers.
Holding of the II Sustainability Meeting.
5 institutions supported with donations
of products.

Projects supported by Incentive Law
Abrigo Amorada Home, Lençóis Paulista/SP, Funds for the Rights of
Children and Adolescents
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* Investment made by TPC (Terminal Portuário Cotegipe), a company controlled by the Dias Branco family.

FOTO 55
CASA DE ABRIGO

Amount (R$)
20,000

Supported entity,
initiative carried out and beneficiaries
Volunteerism and Donations
São Roque Social Action: Donations of products,
voluntary initiative, with 74 children
benefited and 21 volunteers.
Holding of the II Sustainability Meeting.
4 institutions supported with donations of products.
The Post Office Christmas Campaign provided
benefits for 30 children.

Amount (R$)

Projects supported by Incentive Law
Sociedade Educativa, Cultural, Poliesportiva Bento Vôlei,
Bento Gonçalves/RS, Sport Incentive Law

100,000

Abraçaí - Associação de Bento Gonçalves de Convivência,
Apoio a Infância e Juventude, Bento Gonçalves/RS, Rouanet Law

80,000
180,000

GRAND TOTAL:

Plant
Moinho Rolândia/PR

Projects supported
by Incentive Law
Pequeno Príncipe Hospital, Paraná, Funds
for the Rights of Children and Adolescents.

Amount (R$)
20,000

FOTO 56
CASA DE ABRIGO

Other cities
• Other cities: Patrocínio/ MG - R$ 100,000.00 – Pronas by TPC*
• Cedro/CE - R$ 63,125.00 – Rouanet
• Aquiraz/CE - R$ 200,000.00 – Rouanet

GRAND TOTAL:

Amount (R$)
363,125

* Investment made by TPC (Terminal Portuário Cotegipe), a company controlled by the Dias Branco family.
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Sapling Nursery for
replanting the mangroves
in Salvador/BA

Initiatives with a difference in the Environmental Protection Department
The Salvador/BA plant, being located
in an APA (the Todos os Santos
Bay
Environmental
Protection
Area), developed an Environmental
Management Plan based upon the
environmental characteristics of the
region, that ensures proper industrial
practices. Environmental water,
air, waste and green area control
programs are developed, in addition
to programs encouraging research
and monitoring of the terrestrial
fauna, the environmental education
of the surrounding communities,
118

the study of the vegetation and
reforestation. We maintain a nursery
with complete infrastructure for
producing and planting seedlings of
native species used in reforestation
and landscaping.

fishermen, shellfish gatherers and
the whole community living near the
plant, such as, for example, the 19th
Boat Outing - Conscientious fishing
for sustainable consumption and
participation in the ‘Iemanjá Event’.
(102-43)

In addition, we support educational
projects: 'Cuidar, Brincar e Aprender',
'Reforçando o Conhecimento' and
'Plantando Tudo Dá'. Positive impact
takes place through environmental
awareness developed by projects
supported with the children,

There were no operations in 2017
with significant adverse impacts in
the nearby local communities of any
of the plants. (413-2)

Socio-environmental Efforts

School Project
At the Eusébio/CE plant we have a
system of guided visits that receives
around 14,000 visitors per year,
with the aim of strengthening the
relationship marketing with our
consumers. The plant receives visits
from public and private schools,
universities, university centers,
faculties and technical schools. All
the visitors have the opportunity
to see the cookie and pasta
manufacturing process up close.
The visits are conducted by
the School Project, the sector
responsible for public services. The
project was created by Sr. Ivens Dias
Branco, when the factory was still
located at Avenida João Cordeiro,
in Fortaleza. The founding partner
himself showed the visitors around.
The School Project today runs three
projects divided into different age
groups. Children from 5 to 10 take part
in the ‘Kids Project’. Small children
have fun and gain knowledge through
this light-hearted and educational
visit with the help of the characters
from the Animados Zoo Gang.

Universities,
university
centers,
faculties and technical schools
take part in the ‘University Project’.
The institutional visit allows the
participants to discover the history
of M. Dias Branco, as well as how
the pasta and cookies are made.
The project is for institutions from
throughout Brazil as well as exchange
students from all over the world.
The School Project also includes the
“Employees’ Children” visit, which
is already in its 8th year. The aim is to
get closer to the employees’ families,
showing their children the importance
of the work their parents do. The
event takes place every two years and
welcomes around 1,000 visitors.
In 2017, 200 new applications for visits
were registered and we welcomed
another 100 public and private
schools, as well as universities,
university centers, faculties and
technical schools. The School Project
has already received 180,000 visitors
since 1997.

In 2017, the School Project celebrated
its 20th anniversary with an event
focused on the employees, who could
feel up close how much the visitors,
especially the children, enjoy visiting
the plant.
This year, we also saw the return of
the ‘Outside at the Supermarkets’
project, that involves a number
of different sectors, such as the
Trade Marketing and Commercial
Departments. This action takes the
fun and excitement of the Animados
Zoo
gang
to
supermarkets
throughout Ceará. More than 35
external actions were held involving
around 10,000 children.
By working with programs that involve
visits to the company, the School
Project is a model initiative, even
providing learning opportunity for
professionals from other companies
who decide to start these sorts of
visits.

The ‘Teens Project’, established in
August 2017, is for children aged
between 11 and 14, presenting the
Richester brand and all its subbrands through a fun quiz.
The visitors taking part in the Kids
Project and Teen Project can have
fun here after a snack with lots of
cookies that have just come out of
the factory.

Students visit the
Eusébio/CE. Plant:
more than 100 schools
took part in 2017
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Economic and Financial Results
Net Revenue (102-7)
Net revenue in 2017 was R$ 5,415.4
million, growth of 1.6% over 2016,
driven by sales volume growth of
2.5%, especially in cookies, flour
and margarine and fats, combined
with low average prices of 1.0%,
especially in pasta, flour and bran.

(103-1, 103-2)

NET SALES REVENUE BY PRODUCT LINE *
Product Lines

2017

2016

Weight

Price
Average

Rev.
Net

Weight

Price
Average

Cookies

2,870.1

528.8

5.43

2,745.2

521.8

5.26

4.5%

1.3%

3.2%

Pasta

1,160.6

356.8

3.25

1,205.0

358.1

3.36

-3.7%

-0.4%

-3.3%

Flour and Bran

918.6

850.7

1.08

1,002.5

827.7

1.21

-8.4%

2.8%

-10.7%

Margarine and Fats

326.7

83.6

3.91

260.4

70.0

3.72

25.5%

19.4%

5.1%

Other product lines**

139.4

16.2

8.60

115.0

12.9

8.91

21.2%

25.6%

-3.5%

2.98

1.6%

2.5%

-1.0%

Total

5,415.4 1,836.1

2.95

5,328.1 1,790.5

* Net Revenue in R$ million; weight (net of returned goods) in thousands of metric tons; and average net price in R$/Kg.
** Cakes, Snacks, Cake Mix and Packaged Toast

Cookies
Net cookie revenue grew by 4.5% in
2017 over 2016, due to sales volume
growth of 1.3%, especially in the
maria/maisena lines and sandwich
and coated cookies, coupled with
average price increases of 3.2%.
Sales growth was greater in the
South, Southeast and Midwest
regions (4%), places where the
Company has been implementing a
strategy to grow market share and
sell higher added value products.
The average price increase was
due to increases implemented
in the course of 2016 and 2017
differentiated by region, family and
brand, in order to correctly position
our product prices.
We introduced the Adria Plus Life line
into our portfolio in 2017, consisting
of functional food products with
higher added value. This new line
helped M. Dias Branco secure fourth
place in this segment in Brazil in
December 2017, and third in the
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north-east, according to Nielsen
data. Nielsen data also showed
that the Company closed 2017 with
market share growth of 1.6 p.p.
in relation to 2016 (from 30.9%
to 32.5%) and the Vitarella Brand
remained a nationwide leader in the
cookie segment.

Rev.
Net

Changes

Rev.
Net

Weight

Price
Average

Economic and Financial Performance

Pasta

Flour and Bran

In 2017 the demand for regular pasta
rose while that for semolina pasta
fell, leading to fiercer competition
between players in the regular pasta
sector, where price is one of the
leading variables that affect sales.
The Company accordingly had to
reposition the prices of its regular
pasta products, in order to sustain
its sales volumes. The net pasta
revenue registered fell by 3.7%
on 2016, with volume (-0.4%) and
average prices (-3.3%) shrinking.

Despite sales volume growth of
2.8% in 2017, net flour and bran
revenue shrank by 8.4% on 2016,
also affected by the average price
decrease of 10.7%.

Our sales volume diminished in the
north-east, where competition in
the regular pasta market was even
fiercer, with sales rising in the south
and south-east regions, despite
regular pasta sales also diminishing
in these regions. It is important to
stress the competition of rice, a
pasta substitute product, that saw a
fall in price in 2017.
We performed positively in the egg
noodles, instant noodles and Grano
Duro segments.
Despite an adverse business scenario,
we maintained our leading position in
the market and managed to grow our
market share from 31.5% in 2016 to
32.4% in 2017.

This sales volume growth was
experienced in industrial flour
and, to an even greater extent, in
household flour. In contrast, the bran
sales volume contracted, because in
2017 we used a higher quality wheat
grain which led to better extraction
of flour, resulting in a lower quantity
of left-over bran available for sale.
The 10.7% decrease in the average
price, which as to be expected was
influenced by wheat grain prices,
can also be justified by the sharp
reduction in wheat bran prices,
which in addition to seasonal
factors, are affected by lower corn
prices, a substitute item in animal
feed. The demand for animal feed
has also been diminishing due to the
reduction in cattle numbers in the
north-east as a result of a prolonged
period of drought.

Note that we closed 2017 with Adria
and Vitarella leading the pasta
category by brand in Brazil. In the
instant noodles market the Vitarella
brand achieved nationwide leadership
in the last four months of 2017.
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Margarine and Fats
Net margarine and fats revenue grew
by 25.5% in 2017 compared with
the previous year, due to the sales
volumes rising by 19.4% and average
prices by 5.1%.
The rapid growth in margarine and
fats was primarily due to the change
in our sales model in 2016, when the
Company stopped using a dedicated
team to sell this product, and instead
began using the cookies and pasta
sales teams to sell them, thereby
enabling
us to reach
areas.
EVOLUÇÃO
DAnew
RECEITA
LÍQUIDA

(EM R$ MILHÕES)
E VOLUME VENDIDO (EM MIL TONS)
NET SALES REVENUE BY PRODUCT LINE
5,415.4

5,328.1
4,311.6

4,579.9

4,622.2

3,545.1
1,533.2

1,715.6

1,790.5

1,693.1
2012

1,687.1
2013

1,836.1

2014

2015

Revenue

Volume

2016

2017

COST OF GOODS SOLD IN MILLIONS
Cost of goods
Sold (R$ million)

2017

% RL

2016

% RL

2,135.3

39.4%

2,263.4

1,245.4

23.0%

1,394.9

Oil

357.9

6.6%

353.6

6.6%

1.2%

0 p.p.

Sugar

166.9

3.1%

180.4

3.4%

-7.5%

-0.3 p.p.

Flour from third parties

59.5

1.1%

71.4

1.3%

-16.7%

-0.2 p.p.

Fat from third parties

45.9

0.8%

19.7

0.4%

133.0%

0.4 p.p.

Other consumables

259.7

4.8%

243.4

4.6%

6.7%

0.2 p.p.

Packaging

382.3

7.1%

361.7

6.8%

5.7%

0.3 p.p.

Labor

467.4

8.6%

451.8

8.5%

3.5%

0.1 p.p.

General Manufacturing Expenses

292.6

5.4%

286.0

5.4%

2.3%

0 p.p.

Depreciation and Amortization

102.2

1.9%

94.3

1.8%

8.4%

0.1 p.p.

3,457.2

64.9%

-2.2%

-2.5 p.p.

Raw material
Wheat

Total
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3,379.8

62.4%

AH%

AH - %RL

42.5%

-5.7%

-3.1 p.p.

26.2%

-10.7%

-3.2 p.p.

In addition to the contribution by
pasta, cookies, flour and bran and
margarine and fats to net revenue,
we also draw your attention to the
growth in cakes, snacks, cake mix
and packaged toast lines, which now
account for a greater proportion of
the Company’s business and helped
boost net revenue by R$ 24.4 million
in 2017. This is how we reassert
our commitment to diversify our
business.
Not put off by adverse business
conditions, we lastly carried out the
commercial and marketing initiatives
necessary to maintain our sales
volumes at the high levels that can
guarantee our profitability and retain
our market share.

Economic and Financial Performance

Cost of
Goods Sold

AVERAGE PRICE OF ACQUISITION FOR STOCK
M. DIAS BRANCO X MARKET PRICE
R$/TON - YEAR 2016 AND 2017

Cost of Goods Sold (COGS) was R$
3,379.8 million in 2017, or 62.4% of
net revenue (64.9% in 2016). The
decrease in CPV was chiefly due to
the following factors:

M. Dias Branco
Marketplace*

WHEAT
USD
280
250
220

Lower average consumed wheat
cost (-11.1%),as a result of lower
wheat prices in Brazil, mainly due
to the appreciation of the local
currency. In 2017 we used more
Argentinian and Brazilian wheat
instead of American wheat, which
is costlier;

204

199 194 193 193

190

198 198 191 182 180 180 183 182 182

190 191 190 190 188 187 191 198 197 188

160
130

220 215
210 206

jan/16

mar/16

203 207

192 191 193 187

178 179 181 183 189 182 185 185 185

ÓLEO
DE167
PALMA
173 172
170 160
PREÇO
MÉDIO
DE AQUISIÇÃO
ESTOQUE
M.DIAS
may/16 jul/16
sep/16
nov/16 jan/17 NO
mar/17
may/17 jul/17
sep/17
BRANCO X PREÇO DE MERCADO
US$Mercado
/ TON *| ANO
2016MÊS
E 2017
MDias

nov/17

dec/17

PALM OIL

USD
1,300

Lower average cost of vegetable
oil consumed (-1.9%), as a result
of using a greater proportion of
unprocessed oil instead of refined
oil, which is costlier;

1,000
700
400

Low average cost of sugar (-11.5%),
which in 2016 saw prices spike
due to the global shortage of this
commodity;

796 793 767 753 789 791 804
750

865

896

954 986 968

903

839 839 790 800

743 723 756 732
695
840 861 824 837
816 806 822
780
788 734
732 733 725 728 773
702 688 692 686
635 635 642 660 635
700

jan/16

jan/17 mar/17 may/17 jul/17 sep/17
ÓLEO DE
SOJA
PREÇO MÉDIO DE AQUISIÇÃO NO ESTOQUE M.DIAS
BRANCO X PREÇO DE MERCADO
US$ /Mercado
TON | *ANOMDias
2016 EMÊS
2017

mar/16 may/16

jul/16

sep/16 nov/16

dec /17

nov/17

SOYBEAN OIL
R$

Higher labor expenses due to the
pay rises established in collective
employment agreements in the
course of 2017.

3,500
3,300

3,395
3,268

3,219
3,109 3,110

3,100
2,900

Higher depreciation expenses, as
a result of new lines coming into
operation.

3,320
3,199

3,222
3,153
3,160

3,011

jan/16

mar/16

3,053
3,022
3,088
3,046
2,919

may/16

3,275
3,187

3,118

2,700
2,500

3,377

jul/16

2,950

2,995

2,843

2,812

2,921
2,800

2,963 2,975

3,039
2,910

2,980
2,908

2,728

2,792 2,792
2,762
2,799 2,740

2,663
2,775 2,791 2,796 2,822
2,758
2,726 2,706
2,681
2,668

sep/16

mar/17

nov/16

jan/17

may/17

jul/17

sep/17

nov/17

dec/17

Mercado *
MDias MÊS
PRODUCTION AND UTILIZATION OF PRODUCTION
CAPACITY

Effective Production /
Production capacity *

Cookies

Pasta

Flour and Bran

Marg. and Fats

2017

2017

2016

2016

Other
product lines **
2017
2016

Total

2017

2016

2017

2016

Total Production

551.4

538.2

364.2

368.8

1,584.4 1,557.2

161.6

148.7

17.1

13.9

2,678.7 2,626.8

Total Production Capacity

721.1

704.1

469.9

438.0

1,912.0 1,912.0

229.5

180.0

39.3

35.8

3,371.8 3,269.9

Capacity Utilization Rate

76.5%

76.4%

77.5%

84.2%

82.9%

70.4%

82.6%

43.5%

81.4%

38.8%

2017

79.4%

2016

80.3%

* In thousand tonnes
* * Cakes, Snacks, Cake Mix and Packaged Toast

N.B.: the total Production Capacity is the maximum that the equipment can be used considering the reductions caused by maintenance holdups, setup time, line cleaning, restrictions
on the maximum number of shifts admitted to each plant, etc.
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Production and
Use of Production
Capacity

STATE SUBSIDIES FOR INVESTMENTS (201-4)

In 2017 the Company increased
its production capacity by 3.1%,
primarily in the margarine and
fats lines, by installing a second
deodorizer in the margarine and fats
oil refinery.
The equipment came into operation
in September/17 and as mentioned
will make it possible to increase the
EVOLUÇÃO
vertical integration level of fats and

Subvenções para
investimentos (R$ milhões)
Subvenções para
investimentos

2017

% RL

2016

% RL

AH%

AH - %RL

213.5

3.9%

214.8

4.0%

-0.6%

-0.1 p.p.

increase the amount of products
going to market in 2018. Production
rose by 2.0% over 2016. The Company
consequently achieved an installed
capacity usage level of 79.4% (80.3%
in 2016).

HISTÓRICA
LUCRO BRUTO E MARGEM BRUTA

HISTORICAL EVOLUTION - GROSS PROFIT AND GROSS MARGIN
2,085.7
1,724.6

1,629.6

2,249.1

1,655.8

1,422.7

40.1%

2012

37.8%

2013

37.7%

2014

Lucro Bruto
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35.8%

2015

39.1%

2016

Margem Bruta

41.5%

2017

The revenue from state subsidies
for investments fell as a result of
the decrease in the average wheat
acquisition cost.

Gross Profit
Gross profit amounted to R$ 2,249.1
million in 2017 (increase of 7.8% over
2016). The Gross Margin grew by
2.4 p.p. (from 39.1% to 41.5%), as a
result of higher net revenue coupled
with the lower Costs of goods sold.
Note that ICMS Protocol 80/2016
came into force on April 1, 2017,
amending Protocol 46/2000, grossing
up the ICMS payable on wheat
acquired in grain form (from 33%
to 40%). Our business was also
adversely affected by the increase in
the cost of wheat consumed in the
Company’s manufacturing plants
in the North-East region of Brazil.
These effects were minimized by
increasing the calculation base of the
state investment subsidies.

Economic and Financial Performance

Operating Expenses
Operating expenses increased by
9.7% in 2017 compared with 2016, an
increase of 1.9 p.p. as a percentage
of net revenue.
In
2017,
selling
expenses
increased by 12.4% and 2.0 p.p.
in representativeness on net
earnings compared to 2016, due
to the following factors: (i) greater
investments in marketing; (ii)
higher logistics expenses due to
the rebalancing of inventory at
manufacturing plants in order to
enhance the logistics service level
(from 73.0% in 2016 to 85.4% in 2017),
readjustment of freight tariffs, sales
volume growth in the South and
South-east regions (the locations
furthest from our manufacturing
plants in the north-east of Brazil);
and (iii) engagement of supply chain
consultancy services.
Administrative expenses
rose
by 6.2%, primarily in personnel
expenses, due to pay rises and the
engagement of services related to
the acquisition process of Piraquê
group, announced at the end of
January 2018 and which is currently
being analyzed by CADE.
Other operating expenses (revenue)
rose from R$ 86.3 million to R$ 75.5
million, a decrease of 12.5% in the
comparative period of 2016 versus
2017. Among the events recorded in
2017, we emphasize:

OPERATING EXPENSES
Operating Expense
(R$ million)

2017

% NR

2016

% NR

AH%

AH - %RL

1,091.6

20.2%

971.5

18.2%

12.4%

2 p.p.

Administrative and general expenses

177.2

3.3%

166.8

3.1%

6.2%

0.2 p.p.

Management fees

12.6

0.2%

11.8

0.2%

6.8%

0 p.p.

Tax

27.5

0.5%

24.2

0.5%

13.6%

0 p.p.

Depreciation and amortization

25.3

0.5%

24.5

0.5%

3.3%

0 p.p.

Selling

Other operating exp. / (rev)
Total

75.5

1.4%

86.3

1.6%

-12.5%

-0.2 p.p.

1,409.7

26.0%

1,285.1

24.1%

9.7%

1.9 p.p.

million (R$ 39.4 million in 2016);
• Contribution to the State Fund for
Fiscal Balance (FEEF) of R$ 17.4
million (R$ 7.5 million in 2016,
starting in August).

Note: in the income statement for the year,
depreciation and amortization expenses were
included in the respective selling and administrative
expenses, and tax expenses were added to other
expenses (income), net. For more information, see
note 24 to the financial statements for the year
ended December 31, 2017.

• In contrast, extemporaneous tax
credits were recognized of R$ 17.3
million (R$ 11.5 million in 2016).
In addition to the above events,
in 2016 the Company recognized
estimated impairment of R$ 7.7
million of intangible assets due to
plans to discontinue the Predilleto
brand. Furthermore, it saw damage
losses of R$ 5.4 million at the
industrial unit located in Cabedelo/
PB, due to the collapse of metal
silos that is being addressed as part
of a court process filed against the
insurance company.

• Provisions for civil, labor and tax
risks, as well as attorneys’ fees
for estimated legal victories and
defeats in the amount of R$ 50.7
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Finance Income/Loss
Finance income rose from R$ 31.6
million in 2016 to R$ 76.7 million in
2017 due to lower debt and higher
short-term investments, providing
greater yields, despite falling
interest rates.

In 2017 the Company began
restating the judicial deposits and
contingencies secured by part of
these deposits, which resulted in a
positive effect on finance income of
R$ 12.1 million.

The lower debt was due to the
decision not to finance consumables
imports (especially wheat and oil) in
2017, given the high cost of taking
out hedges to protect against the
foreign-exchange risk posed by
foreign currency financing.

See below the changes in finance
income by segregating the effects
of exchange variance and swap
income.

FINANCE INCOME/LOSS (IN MILLIONS)

Finance Income
(R$ Million)

2017

2016

AH%
2016-2017

Finance revenue

141.5

110.1

28.5%

Financial expenses

(54.4)

(41.7)

30.5%

Exchange variance

6.3

50.1

-87.4%

Swap gains/losses

(16.7)

(86.9)

-80.8%

76.7

31.6

142.7%

Total
The Company uses swap contracts
to hedge against the foreign
exchange risk posed by importing
consumables. These transactions
are recorded at fair value in profit
or loss and consist of swapping the
foreign exchange risk plus a fixed
rate for a percentage of the CDI
rate. The existing swap contracts
were settled in 2017 and no further
contracts were taken out, as a result
of the strategy of purchasing wheat
and oil at sight, as mentioned earlier.
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Economic and Financial Performance

Net Income and Ebitda
Net income increased from R$ 784.4
million in FY 2016 to R$ 844.3 million
in 2017 (14.7% of net revenue in 2016
and 15.6% in 2017), an increase of
7.6%. EBITDA was R$ 966.4 million
in 2017 (17.8% of net revenue), an
increase of 5.1% from 2016.

Debt, Capitalization and
Cash Flows
At the end of 2017, the Company’s
negative net debt rose as a result of the
strategy of purchasing consumables
(wheat and oil) at sight, reducing the
level of debt, in addition to growing
cash resources
We closed 2017 with cash and cash
equivalents of R$ 925.9 million (R$
860.1 million in 2016). Cash generated
by operations was R$ 870.8 million
(R$ 964.2 million in 2016), and was
used to pay for property, plant and
equipment and software licenses
(R$ 320.0 million), to settle financing
(R$ 287.1 million), to pay out interest
on shareholders' equity (R$ 176.3
million) and payments resulting from
the acquisition of equity interests (R$
20.5 million).

LUCRO LÍQUIDO
MILHÕES)
NET(R$
INCOME
(R$ MILLION)
7.6%

EBITDA
(R$ MILHÕES)
EBITDA
(R$ MILLION)

844.3
919.4

784.4

2016

2017

966.4

5.1%

2016

2017

CAPITALIZATION (R$ MILLION)
Capitalization
(in R$ million)

2017

2016

Change

Short Term

113.5

348.0

-67.4%

Long Term

228.1

295.3

-22.8%

Indebtedness Total

341.6

643.3

-46.9%

(925.9)

(860.1)

7.7%

(-) ) Short-Term Financial Investments

-

(0.2)

-100.0%

(-) Instrumentos Financeiros a Pagar (Receivable)

-

14.5

-100.0%

(-) Financial Instruments Payable

(12.3)

(10.3)

19.4%

(=) ) Long-Term Financial

(596.6)

(212.8)

180.4%

Investments

4,992.0

4,333.6

15.2%

(=) Net Debt

5,333.6

4,976.9

7.2%

(-) Cash

NET CASH IN DEC/17 (R$ MILLION)
870.8

320.0
287.1
176.3

860.1

NET CASH
IN DEC/16

NET CASH AND
CASH PROVIDED
BYOPERATING
ACTIVITIES

PAYMENT OF
PP&E AND
SOFTWARE
LICENSES

NET FINANCING
FLOW - THIRD PARTY CAPITAL

PROFIT
SHARING (JCP)

20.5

PAYMENT
OF EQUITY
INTERESTS

1.1

NON CURRENT
CALL DEPOSITS

925.9

NET CASH IN
DEC/17

16.1% of Net Revenue
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Added
Value (201-1)
DISTRIBUIÇÃO DO VALOR ADICIONADO

The below shows the distribution of the wealth created by the Company in 2017:
DISTRIBUTION OF ADDED VALUE

2017
2016

0.0%

10.0%

33.6%

28.4%

33.2%

26.6%

20.0%

30.0%

40.0%

4.6%
8.1%

50.0%

60.0%

7.5%

12.7%

13.2%

7.2%

12.8%

12.1%

70.0%

80.0%

Payroll and related charges

Interest on Company Capital

Taxes and contributions

Tax incentives

Interest and rent

Retained earnings

90.0%

100.0%

INVESTIMENTOS
2017
R$ 307.1 MILLION
R$
307,1
MILHÕES
INVESTED IN...

Investments
Capital expenditure primarily on
manufacturing plant expansion and
maintenance was R$ 307.1 million in
2017 (R$ 263.9 million in 2016). The
most significant capital expenditure
items in 2017 were as follows: (i)
building, acquiring and installing
equipment at the new milling plant in
the city of Bento Gonçalves (RS); (ii)
acquiring and installing a deodorizer
at GME (CE); (iii) expanding the
storage capacity of the distribution
center at the Maracanaú plant (CE);
(iv) centralized palletizing project
at the Maracanaú plant (CE); (v)
technological upgrading of data
centers to increase information
security and acquire unlimited
licenses for Oracle’s EBS system;
(vi) overhauling grain receipt,
expanding capacity and modernizing
the Paraná mill (PR); and (vii)
acquiring and installing equipment
for degumming and whitening oil at
GME (CE) margarine and fats plants.
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The Company maintains certain
investments in subsidiaries. The
relevant changes and details are
described in Note 8 to the financial
statements for the year ended
December 31, 2017.

37.5%

62.5%

Manutenção

Ampliação de Capacidade

INVESTMENT IN (R$ MILLION)

Investments (R$ million)

2017

2016

CHANGE

Facilities

40.0

33.7

18.7%

Machinery and equipment

155.9

143.4

8.7%

Civil construction

84.2

75.0

12.3%

Vehicles

0.3

0.5

-40.0%

Computers and Peripheral

10.8

1.7

535.3%

Equipment Furniture and fixtures

5.0

6.8

-26.5%

Land

10.4

2.3

352.2%

Other

0.5

0.5

0.0%

Total

307.1

263.9

16.4%

Performance on
the Stock Market
Company shares are listed on B3
(Brasil, Bolsa e Balcão), under
the symbol MDIA3, listed in Novo
Mercado.
The
company
had
85,093,565
shares
outstanding
at Thursday, December 28, 2017,
representing
25.10%
of
the
Company's total capital, priced
at R$ 52.10 each for a total of R$
4,433.3 million. Average daily trading
volume in 2017 was R$ 25.6 million,
69.8% greater than the average in
2016.
The graph opposite compares the
performance of MDIA3 shares with
the Ibovespa and IGC indexes for
2017.
M. Dias Branco is a constituent of
important domestic and international
stock indexes, including: Corporate
Governance Index (IBrX-100, IGC),
Consumption Index (ICON), Special
Tag Along Share Index (ITAG), Trade
Corporate Governance Index (IGCT),
Corporate Governance Index – Novo
Mercado (IGC-NM), MidLarge Cap
Index (MLCX), Industrial Sector
Index (INDX), Brazil Broad B3
(BM&FBovespa) Index (IBrA), MSCI
Brazil, FTSE4Good and the ESG
Rating.

O gráfico a seguir demonstra o desempenho da ação MDIA3 em relação ao Ibovespa e ao IGC no ano de 2017.

STOCK PERFORMANCE
Average Daily
Trading Volume:
MDIA3 (R$ million)

MDIA X IBOV X IGC
02/01/2017 a 28/12/2017

Yield of %

45%

40

40%

35

35%

30

30%

25

25%

20

20%

15

15%

10

10%

5

5%

0
jan-17

feb-17

mar-17

apr-17

may-17

Volume (in millions)

jun-17

jul-17

MDIA3

aug-17

IBOV

sep-17

oct-17

nov-17

dec-17

0%

IGC

Note: The IBOV is the most important average performance indicator in the pricing of shares traded on the B3. It is
composed of shares with high trading volumes over the past few months. The IGC is an average performance indicator
in the pricing of shares listed on the ‘New Market’ or on Corporate Governance Levels 1 or 2 of the B3.
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Share control
On December 28, 2017, the capital
of M.Dias Branco totaled R$ 1,765.3
million, fully subscribed, paid
up and divided into 339,000,000
ordinary nominative shares, with no
par value. The Company’s shares
are distributed as follows:
SHARE DISTRIBUTION
63.32%

11.58%
25.10%

Controlling shareholder - Dibra
Board of Directors and Directors
Free Float
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Shareholders’
remuneration

Arbitrage commitment
clause

The Board of Directors' meeting held
August 7, 2017 approved the credit
of R$ 57.6 million for shareholders
as interest on shareholders' equity,
which was included in the minimum
mandatory dividend for FY 2017.
The credit was made on August 18,
2017 based on the shareholdings in
place at the close of trading at B3 on
August 10, 2017, with shareholder
payments being made on August 31,
2017.

In accordance with the New Market
Regulation and the Company’s Statutes,
the Company, its shareholders,
management and B3 agree to resolve,
by means of arbitrage, all and any
dispute or controversy that may arise
between them, related to the statutory
norms, market regulation and pertinent
legislation.

Furthermore, on December 18, 2017
the Board of Directors approved the
crediting of interest on shareholders'
equity of R$ 132.4 million, with
payment scheduled for April 27,
2018, within the limits established
by law 9249/1995. The interest on
shareholders' equity for FY 2017
amounted to R$ 190.0 million (R$
179.9 million, net of IRRF).
This profit distribution, reported in
the financial statements for 2017,
represents 39.5% of distributable
profit, equivalent to a dividend of
R$ 0.5605 per share (R$ 0.5167
in 2016), allocated to corporate
shareholders, thus avoiding the
withholding of income tax, or
R$ 0.4764 per share (R$ 0.4392
in 2016), net of withholding tax,
allocated to individual shareholders.
We emphasize that the aforesaid
dividends for 2017 and 2016 were
divided between 339,000,000 shares,
and included the effect of the share
split on April 17, 2017, to facilitate a
comparative analysis between the
periods.

Relationship with our
independent auditors
Price
waterhouse
Coopers
Auditores Independentes has been
engaged to audit the individual and
consolidated financial statements
and review the interim (quarterly)
financial information for the year
ended December 31, 2017. The firm
provides no consulting services as
required by CVM Instruction 308.
The non-financial disclosures and
Management's estimates of future
performance of the Company and
its subsidiaries were not audited by
PricewaterhouseCoopers Auditores
Independentes.
In conformity with CVM Instruction
381/2003, the Company advises that
other services were retained from
PricewaterhouseCoopers Auditores
Independentes in financial year
2017. These services amount to R$
136,300, or approximately 33.3% of
the firm's audit fees. These services
consisted of: limited assurance
of the sustainability report and
fees relating to tax consultancy.
Management vouches that these
services did not compromise the
independence of our auditors.
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Balanços patrimoniais
Exercícios findos em 31 de dezembro de 2017 e 2016
(Em milhares de reais)

Financial
Statements

Balance
sheet

Ended December 31, 2017

Assets
Current

Parent Company

Consolidated

2017

2016

2017

2016

925,252
806,319
640,282
148,978
23,162
6,526

925,922
806,395
640,305
149,024
23,452
6,566

860,104
725,363
587,745
156,225
204
17,702
4,528

2,550,519

859,290
725,363
587,721
156,160
204
17,371
4,528
2,350,637

2,551,664

2,351,871

12,326
125,655
30,251

10,339
75,534
81,514

12,326
125,660
30,251

4,990
8,640
181,862

9,079
176,466

4,990
8,637
181,864

10,339
75,539
81,514
9,077
176,469

Investimentos
Investment property
Property, plant and equipment
Intangible assets

11,676
22,715
2,466,970
856,830

3,267
23,065
2,296,033
832,423

8,731
22,715
2,467,961
856,830

140
23,065
2,297,077
832,423

Total noncurrent - other assets

3,540,053

3,331,254

3,538,101

3,329,174

6,090,572

5,681,891

6,089,765

5,681,045

Cash and cash equivalents
Trade accounts receivable
Inventories
Recoverable taxes
Call deposits
Other accounts receivable
Prepaid expenses
Total current assets
Noncurrent
Long-term
Short-term investments
Judicial deposits
Recoverable taxes
Trade accounts receivable
Tax incentives/other receivables

Total Assets
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Parent company
Current
Liabilities
Trade accounts payable
Loans and financing from institutions
Financial
Tax financing
Direct financing
Payroll and labor obligations
Income taxes and contributions payable
Tax liabilities
Customer advances
Derivative financial instruments
Other accounts payable
Dividends
Government subsidies
Total current liabilities
Noncurrent
Loans and financing from institutions
Financial
Tax financing
Direct financing
Tax liabilities
Deferred income and social contribution taxes
Other accounts payable
Provision for civil, labor and tax contingencies
Total noncurrent liabilities

Consolidated

2017

2016

2017

2016

136,334

142,425

136,260

142,333

56,202
2,099
55,180
137,946
76,308
6,848
48,913
62,587
7,643
590,060

297,622
5,354
45,052
140,510
5,764
56,873
7,036
14,497
46,458
51,524
4,714
817,829

56,202
2,099
55,180
138,152
76,378
6,848
47,863
62,587
7,643
589,212

297,622
5,354
45,052
140,695
5,800
56,950
7,036
14,497
45,364
51,524
4,714
816,941

222,048

262,454

222,048

262,454

6,147
968
162,709
4,602
112,127
508,601

3,878
29,056
968
130,391
4,140
99,569
530,456

6,147
968
162,709
4,643
112,127
508,642

3,878
29,056
968
130,391
4,182
99,569
530,498

1,765,278
17,992
99
3,138,755
69,787
4,991,911

1,705,452
16,529
98
2,544,398
67,129
4,333,606

1,765,278
17,992
99
3,138,755
69,787
4,991,911

1,705,452
16,529
98
2,544,398
67,129
4,333,606

6,090,572

5,681,891

6,089,765

5,681,045

Shareholders' equity
Share capital
Capital reserves
Cumulative translation adjustments
Profit reserves
Additional dividends
Total equity of controlling shareholders
Total liabilities and equity
See the accompanying notes to the financial statements.
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Demonstrações dos resultados
Statement
of Income
Exercícios findos em 31 de dezembro de 2017 e 2016

(Em milhares de reais, exceto o lucro líquido por ação)
Parent Company

Consolidated

2017

2016

2017

2016

5,415,422

5,328,071

5,415,422

5,328,071

(3,380,026)

(3,458,266 )

(3,379,837)

(3,457,167 )

213,469

214,774

213,469

214,774

2,248,865

2,084,579

2,249,054

2,085,678

(1,101,241)

(980,905 )

(1,101,241)

(980,905 )

Administrative expenses

(190,879)

(179,616 )

(191,215)

(179,957 )

Management fees
Other net operating income (expenses)

(12,574)
(104,683)

(11,833)
(112,298 )

(12,574)
(104,753)

(11,833)
(112,379 )

Net income before net financial revenue
(expense), equity income, and tax

839,488

799,927

839,271

800,604

Net operating revenue
Cost of goods sold
Subsidies for state investment
Gross profit

Operating revenue (expense)
Sales expenses

! revenue
Finance

161,657

205,352

161,728

205,407

Finance costs

(85,000)

(173,833 )

(85,002)

(173,835 )

76,657

31,519

76,726

31,572

(704)

560

(520)

-

Net income before income
and social contribution taxes

915,441

832,006

915,477

832,176

Income tax and social contribution

(71,258)

(47,607 )

(71,294)

(47,777 )

Net income for the year

844,183

784,399

844,183

784,399

Income attributable to:
Controlling shareholders

844,183

784,399

844,183

784,399

Basic and diluted earnings per common share - R$(1)

2.49022

2.31386

2.49022

2.31386

339,000,000

113,000,000

339,000,000

113,000,000

Net financial revenue (expense)
Equity in net income of subsidiaries

Average number of shares (ex-treasury shares)

Note: 1) The basic and diluted earnings per share as of December 31, 2016 has factored in the effect of the
share split on April 17, 2017 to facilitate a comparative analysis between the periods.
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Financial Statements

Demonstrações dos resultados abrangentes
Exercícios findos em 31 de dezembro de 2017 e 2016
(Em milhares de reais)

Statement of Comprehensive Income
Parent Company

Net income for the year

Consolidated

2017

2016

2017

2016

844,183

784,399

844,183

784,399

1
1
844,184

(22)
(22)
784,377

1
1
844,184

(22)
(22)
784,377

Other comprehensive income to be reclassified
to net income for the year in subsequent periods
Foreign-exchange differences on translation of offshore
Total comprehensive income
See the accompanying notes to the financial statements.
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Statement of changes in shareholders’ equity
Profit reserves

Capital reserves
Share
capital

Tax incentive
reserve

Special
reserve

Tax incentive
reserve

Legal
Reserve

Reserve for
investment plan

1,701,692

-

16,529

647,634

183,081

1,108,194

3,760
-

-

-

(3,760)

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

Legal reserve

-

-

-

-

39,220

-

Incentive reserve - IRPJ

-

-

-

-

-

Reserve - ICMS

-

-

-

214,774

-

-

Statutory reserve

-

-

-

-

-

256,935

-

16,529

956,968

222,301

1,365,129

Balances at Thursday, December 31, 2015
Capital increase
Net income for the year
Other comprehensive income to be
reclassified to net income for the
year in subsequent periods
Foreign-exchange differences on translation
of offshore operations
Total comprehensive income

-

Transactions with shareholders recorded
directly in shareholders' equity
Distributions to shareholders
Approval of additional dividends
Mandatory minimum dividends
Additional Dividends
Other profit distributions:

Balances at December 31, 2016

1,705,452

98,320

Capital reserves
Social
capital
Balances at December 31, 2016
Share capital increase
Net income for FY

Tax incentive
reserves

Special
reserve

Profit reserves
Tax incentive
reserves

Legal
reserve

Reserve for
investment plan

1,705,452

-

16,529

59,826

-

-

(59,826 )

-

-

-

-

-

-

-

-

Other comprehensive income to be
reclassified to net income for the year
in subsequent periods

222,301

956,968

1, 365,129

Foreign-exchange differences on translation
of offshore operations

-

-

-

-

-

-

-

-

Total comprehensive income

-

-

-

-

-

-

-

-

-

-

-

-

-

1,463

-

-

-

-

Transactions with shareholders
recorded directly in shareholders' equity
Distributions to shareholders
Approval of additional dividends

-

Stock Awarded and Recognized

-

Minimum mandatory dividends

-

Additional dividends

-

-

-

-

-

-

Other profit distributions:
Legal reserve

-

-

-

-

42,209

-

IRPJ tax incentive reserve

-

-

-

107,653

-

-

ICMS tax incentive reserve

-

-

-

21 3,469

-

-

-

-

-

1,765,278

-

17,992

Statutory reserve
Balances at Sunday, December 31, 2017

See the accompanying notes to the financial statements.
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-

1,218,264

-

2 90,852

264,510

1,655,981

Financial Statements

Cumulative
translation
adjustments

Retained
earnings

Additional
dividends

Total
Shareholders’
Equity

120

-

59,695

3,716,945

-

784,399

-

784,399

(22)
(22)

784,399

-

(22)
784,377

-

-

(59,695)

-

(108,021)

-

(108,021)

-

(67,129)

67,129

-

(59,695)

-

(39,220)

-

-

(98,320)

-

-

-

(214,774)

-

-

-

(256,935)

-

-

98

-

67,129

4,333,606

Retained
earnings

Additional
dividend

Total
Shareholders’
Equity
4,333,606

Cumulative
translation
adjustments
98

-

67,129

-

-

-

-

-

1
1

-

-

844,183

844,183

-

-

844,183

1

-

844,184

(67,129)

(67,129 )

-

-

-

-

(120,213)

-

-

(6 9,787 )

69,787

1,463
(1 20,213 )
-

-

(42,209 )

-

-

(107,653 )

-

-

-

(21 3,469 )

-

-

-

(2 90,852 )

-

99

-

69,787

4,991,911
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Statement of cash flows
Cash flows from operating activities
Net income before income and social contribution taxes

Parent Company
2017
2016

Consolidated
2017

2016

915,441

832,006

915,477

832,176

127,574
309
704

118,814
1,473
(560)

127,574
309
520

118,814
1,473
-

15,359

(16,373)

15,359

(16,373)

(27,925)
32,660
27,799
1,463
16,556
3,652

(3,790)
28,615
21,782
14,046
5,837

(27,925)
32,660
27,799
1,463
16,556
3,652

(3,790)
28,615
21,782
14,046
5,837

-

10,650

-

10,650

(102,501)
(49,610)
204
45,076
(35,258)
(6,091)
28,612
2,929
(34,437)

(141,467)
84,743
6,338
88,498
17,698
6,480
(21,434 )
(4,461)
12,260

(102,577)
(49,222)
204
45,109
(35,256)
(6,074)
28,577
2,929
(34,369)

(141,457 )
84,927
6,338
88,498
17,574
6,388
(21,395 )
(4,461)
12,265

(23,417)
(68,488)
870,611

(55,152 )
(46,127 )
3,761
963,637

(23,417)
(68,546)
870,802

(55,152 )
(46,274 )
3,761
964,242

(319,671)
(11,473)
(9,111)
(1,050)
-

(258,964 )
(7,887)
(6,454)
815

(320,006)
(11,473)
(9,111)
(1,050)
-

(259,107 )
(7,887)
(6,454)
815

(341,305)

(272,490 )

(341,640)

(272,633 )

Cash flows from financing activities
Interest on shareholders’ equity paid
Taken out
Payment of financing

(176,279)
47,510
(334,575)

(137,860)
388,514
(430,959)

(176,279)
47,510
(334,575)

(137,860 )
388,514
(430,959)

Net cash used in financing activities

(463,344)

(180,305)

(463,344)

(180,305)

Reconciliation of income (loss) to cash
provided by operating activities:
Depreciation and amortization
Cost on the sale of permanent assets
Equity in net income of subsidiaries
Restatement of financing and short-term investments and
exchange variance gains and losses
Restatement of Import Pis and Cofins tax credits
Restatement of Judicial Deposits
Provision for civil, labor and tax contingencies
Estimated losses due to a decrease in the recoverable value of
Stock Awarded and Recognized
Provision for doubtful accounts
Inventory impairment
Provision for PP&E and intangible assets impairment
Changes in assets and liabilities
(Increase) in trade accounts receivable
(Increase) Decrease in inventories
Decrease in short-term investments
Decrease in recoverable taxes
(Increase) Decrease in other receivables
Increase (Decrease) in trade payables
Increase (Decrease) in taxes and contributions
Increase (Decrease) in government subsidies
Increase (Decrease) in accounts payable and provisions
Interest paid and exchange variance paid
Income and social contribution taxes paid
Release of incentives for reinvestment
Net cash and cash equivalents provided by operating activities
Cash flows from investment activities
Acquisition of PPE and intangible assets
Amortization of debt on the acquisition of companies
Acquisition of equity interest
Noncurrent call deposits
Redempton of noncurrent call deposits
Net cash used in investment
activities

65,962

510,842

65,818

511,304

At the beginning of the year

Increase (Decrease) in cash and cash equivalents

859,290

348,448

860,104

348,800

At end of year

925,252

859,290

925,922

860,104

65,962

510,842

65,818

511,304

Increase (Decrease) in cash and cash equivalents
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See the accompanying notes to the financial statements.
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Statement of Added Value
Parent company
Revenue
Sales of goods, products and services
Other revenue
Revenue relating to construction of company assets

Consolidated

2017

2016

2017

2016

6,178,260

6,043,705

6,178,260

6,043,705

36,789

36,827

36,789

36,827

84,253

74,326

84,253

74,326

(16,556)

(14,017 )

(16,556)

(14,017 )

6,282,746

6,140,841

6,282,746

6,140,841

Cost of goods sold and services rendered

(2,215,965)

(2,330,053 )

(2,215,776)

(2,328,955 )

Material, electricity, outsourced services and other

(1,532,979)

(1,405,623 )

(1,533,175)

(1,405,872 )

Provision for doubtful accounts

Inputs purchased from third parties

-

(10,650)

-

(10,650)

(39,621)

(40,355 )

(39,621)

(40,355)

(3,788,565)

(3,786,681)

(3,788,572)

(3,785,832 )

Gross added value
Withholding
Depreciation and amortization

2,494,181

2,354,160

2,494,174

2,355,009

(127,574)

(118,814 )

(127,574)

(118,814 )

Net value added

2,366,607

2,235,346

2,366,600

2,236,195

(704)

560

(520)

-

Losses/recovery of asset values
Materials relating to construction of company assets

Transferred value added
Equity in income of associates
Finance revenue
Total added value to be distributed
Distribution of value added
Payroll and related charges

161,657

205,352

161,728

205,407

2,527,560

2,441,258

2,527,808

2,441,602

848,158

808,638

848,281

808,758

Direct compensation

554,023

529,05 6

554,124

529,157

Rewards and Benefits

244,571

229,073

244,591

229,092

FGTS
Taxes, charges and contributions

49,564
717,288

50,509
649,613

49,566
717,407

50,509
649,835

Federal
State

418,317

396,603

418,431

396,805

292,009

244,798

292,009

244,798

Municipal
Third-party capital remuneration

6,962

8,212

6,967

8,232

117,931

198,608

117,937

198,610
173,835

Interest
Rent
Interest on equity

85,000

173,833

85,002

32,931

24,775

32,935

24,775

844,183

784,399

844,183

784,399

Dividends and interest on equity
Tax incentives

190,000

175,150

190,000

175,150

321,122

313,095

321,122

313,095

Retained earnings

333,061

296,154

333,061

296,154

2,527,560

2,441,258

2,527,808

2,441,602

See the accompanying notes to the financial statements.
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Assurance Letter

(102-56)

Independent limited assurance report on the sustainability
disclosures contained in the Full Annual Report 2017
Management
M. Dias Branco S.A. Indústria e Comércio de Alimentos
Eusébio- CE
Introduction
1

We have been engaged by M. Dias Branco S.A. Indústria e Comércio de Alimento ("M. Dias Branco") to submit a limited
assurance report on the compilation of the sustainability disclosures described in paragraph 7 of this limited assurance
report and contained in the 2017 Full Annual Report of M. Dias Branco S.A. Indústria e Comércio de Alimento for the
year ended December 31, 2017.

Management's responsibility for the 2017 Full Annual Report
2

The management of M. Dias Branco is responsible for the preparation and fair presentation of the sustainability disclosures described in paragraph 7 of this assurance report and contained in the 2017 Full Annual Report in accordance
with Global Reporting Initiative Standards and the internal controls necessary to ensure the financial statements are free
from material misstatement, whether due to fraud or error.

Independent auditors’ responsibility
3

Our responsibility is to express an opinion on the sustainability disclosures described in paragraph 7 of this assurance
report and contained in the 2017 Full Annual Report based on the limited assurance engagement conducted in accordance with CTO 01 - "Emissão de Relatório de Asseguraçáo Relacionado com Sustentabilidade e Responsabilidade Social" and
NBC TO 3000 - "Trabalhos de Asseguração Diferentes de Auditoria e Revisão", which is equivalent to ISAE 3000 - Assurance engagements other than audits or reviews of historical financial information", issued by the International Auditing
and Assurance Standards Board (IAASB). These standards require compliance with ethical requirements, including
independence and that the engagement be conducted so as to provide a limited assurance that the sustainability disclosures described in paragraph 7 of this limited assurance report and contained in the 2017 Full Annual Report taken as a
whole are free from material misstatement.

4

A limited assurance engagement conducted in accordance with NBC TO 3000 and ISAE 3000 primarily consists of
making inquiries to Company Management and other M. Dias Branco employees involved in preparing the sustainability disclosures and applying analytical procedures to obtain evidence that permits us to make a limited assurance conclusion about the disclosures taken as a whole. A limited assurance engagement also requires additional procedures when
the independent auditor learns of issues which lead them to believe that the sustainability disclosures taken as a whole
could contain material misstatements.

5

The selected procedures were based on our understanding of the issues relating to the compilation and presentation of
the sustainability disclosures described in paragraph 7 of this limited assurance report, contained in the 2017 Full
Annual Report, and other engagement circumstances and considerations about areas where material misstatement
could exist. Our procedures consisted of:
(a) planning the engagement, considering the materiality, volume of quantitative and qualitative information and the
operating systems and internal controls that served as a basis for preparing the sustainability
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disclosures described in paragraph 7 of this limited assurance report and contained in the 2017 Full
Annual Report of M. Dias Branco;
(b) understanding the calculation method and procedures used to compile the disclosures through interviews with the
managers in responsible for preparing the information; and
(c) applying analytical procedures to the quantitative information and inquiries about the qualitative information and
their relation to the sustainability indicators contained in the 2015 Full Annual Report.
6

This limited assurance engagement also included procedures to assess conformity to Global Reporting Initiative (GRI)
Standards on the compilation of the sustainability disclosures described in the paragraph below and contained in the
2017 Full Annual Report.

7

We believe that the evidence obtained in our engagement is sufficient and appropriate to inform our limited opinion on
the sustainability disclosures compiled and presented by the management of M. Dias Branco, as listed below:

102-8

Information about co-workers and other employees

301-1
302-3
303-1

Materials used by weight or volume
Energy intensity
Water withdrawal by source

306-1

Discharge of effluents by quality and destination

306-2
403-2

Waste by type and disposal methods
Types of injury and rates of injury, occupational diseases, lost days, and absenteeism, and number of
work-related fatalities
Average of hours of training per employee per year
Percentage of operations with implemented local community engagement, impact assessments,
and development programs
Percentage of total sales volume of consumer products, by product category, that contain increased
nutritious ingredients like fiber, vitamins, minerals, phytochemicals or functional food additives.

404-1
413-1
G4- FP7

Scope and limitations
8

The procedures applied in a limited assurance engagement are substantially less extensive than those applied in an assurance engagement aiming to express an opinion about the sustainability disclosures described in the paragraph above,
contained in the 2017 Full Annual Report. They do not permit us to provide reasonable assurance that we are aware of
all the issues that would be identified by reasonable assurance aiming to express an opinion. Had we conducted an
engagement in order to express an opinion, we might have identified other issues and possible misstatements in the
sustainability disclosures described in paragraph 7 of this limited assurance report and contained in the 2017 Full
Annual Report. We are not therefore expressing an opinion about this information.

9

The nonfinancial data is subject to more inherent limitations than the financial data, due to the nature and diversity of
the methods used to determine, calculate or estimate this data. Qualitative interpretations of the data's materiality and
accuracy are subject to individual assumptions and judgments. We did not examine data provided for prior periods or
future projections and targets.
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Concluding
10 Based on our work described in this report, nothing has come to our attention that causes us to believe that the sustainability disclosures described in paragraph 7 of this limited assurance report and contained in the 2017 Full Annual
Report of M. Dias Branco S.A. Indústria e Comércio de Aliment for the year ended December 31, 2017 have not been
prepared in all material respects in accordance with Global Reporting Initiative GRI-G4 Standards.
Recife, March 2, 2018

PricewaterhouseCoopers
Auditores Independentes
CRC 2SP000160/O-5 "S" CE
José Vital Pessoa Monteiro Filho
Accountant CRC 1PE016700/O-0 "S" CE
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GRI Index

(102-55)

General Aspects

Pages or description

Assurance

External

STRATEGY AND ANALYSIS
GRI 102:
General
Matters,
Strategy
and Analysis
2016

102-14 - Message from the Chairman

Page 8

ORGANIZATIONAL PROFILE
102-1 - Name of the organization

M. Dias Branco S.A. Indústria e Comércio de Alimentos

102-2 - Activities, primary brands, products
and services

Page 22

102-3 - Location of Organization's headquarters Eusébio/CE, Brasil.
102-4 - Location of operations

Page 43 and 44

102-5 - Ownership and legal formation
of the organization

M. Dias Branco is a publicly traded company operating
on the São Paulo Stock Exchange (B3). Pages

102-6 - Our markets

Pages 37, 43 and 45

102-7 - Organization's hierarchy

Pages 24, 25, 66 and 122

102-8 - Information about co-workers
and other employees

Page 66. There was no significant variation in the number of employees reported
in the table above, and very few of our activities are performed
by workers who are not full employees.

102-9 - Supply chain

Page 66

102-10 - Significant changes
throughout the organization and value chain

There were no significant changes during the reporting period in relation to the organization's size,
structure, ownership or supply chain.

102-11 - Precautionary Approach

The precautionary approach is addressed through our risk management system.

102-12 - External Initiatives

The Company does not subscribe to externally developed economic,
environmental and social charters, principles, or other initiatives.

102-13 - Associations

The Company is a member of the Advisory Committee to the Brazilian
Food Industry Association and the Management Committee of the Brazilian
Association of Industrial cookie, Pasta, Bread & Cake Industry.

Yes

ETHICS AND INTEGRITY
102-16 - Values, principle, standards
eand regulations of conduct
102-17 - Mechanisms for monitoring
and concerns about ethics

Pages 18, 19 and 54
Page 54

GOVERNANCE
102-18 - Governance framework

Page 54

STAKEHOLDER
ENGAGEMENT
102-40 - Stakeholder groups

Page 61

102-41 - Collective agreements

Page 77. All employees are covered by collective bargaining agreements.

102-42 - Identification and selection
of stakeholders

Page 61

102-43 - Approaches to
stakeholder engagement
102-44 - Key topics and
concerns that have been raised

Page 46, 50, 61, 62, 81, 91, 92 ,108, 118
Page 46, 50, 61, 62, 81, 91, 92 ,108, 118

REPORTING PRACTICES
102-45 - Entities included in the
consolidated financial statements

Page 7. The content covers all the business’s units, except when
specific units are referred to.

102-46 - Definition of the content
and boundaries of the report.

Page 7, 59

102-47 - Material topics

Page 7, 59

102-48 - Reaffirmation of information

There were no reaffirmations of information in relation to previous years.

102-49 - Changes to the report

Page 7 . There were no significant changes.

102-50 - Reporting period

Page 7. This report is for the period from
January 1 to December 31, 2017.

102-51 - Date of the last report

The 2016 Annual Report was published on 3/3/2017.

102-52 - Report cycle

The Report will be published annually.

102-53 - Contact for information
on the report

Page 7. Feedback on our report may be sent to the following emails:
sustentabilidade@mdiasbranco.com.br or ri@mdiasbranco.com.br

102-54 - Type of report GRI

Page 7. The report was prepared in accordance with GRI Standards: Essential option.

102-55 - GRI Index

Page 143

102-56 - External assurance

Page 143

145
Material topics

Pages (or Link)

External

102-53 - Contact for information
on the report

Page 7. Feedback on our report may be sent to the following emails:
sustentabilidade@mdiasbranco.com.br or ri@mdiasbranco.com.br

102-54 - Type of report GRI

Page 7. The report was prepared in accordance with GRI Standards: Essential option.

102-55 - GRI Index

Page 143

102-56 - External assurance

Page 143

Material topics

Pages (or Link)

External
assurance

ECONOMIC
103-1 - Explanation about the issue of
material and its boundaries

GRI 201 –
Economic
Performance

103-2 - Management approach
and its components
201-1 – Direct economic value
generated and distributed
201-4 – Financial assistance
received from governments

Page 143
Page 122 a130
Page 130
Page 126

DEVELOPMENT
OF HUMAN CAPITAL

GRI 401Employment

GRI 403Occupational
Health
and Safety

GRI 404 Training and
Education

103-1 - Explanation about the issue of material
and its boundaries

Page 65

103-2 - Management approach
and its components

Page 65 a 79

103-3 - Assessment of the management approach

Page 65 a 79

401-1 - Admissions and dismissals

Page 66

401-2 - Benefits granted
to employees

Page 71

103-1 - Explanation about the issue of material
and its boundaries

Page 65, 77

103-2 - Management approach
and its components

Page 77 a 79

103-3 - Assessment of management approach

Page 77

403-2 - Frequency and seriousness rates,
absenteeism and fatalities

Page 78

Yes

403-3 - Employees with a high incidence
or high risk of illnesses relatef
to their occupations
103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components

Page 67 a 70

103-3 - Assessment of management approach

Page 67 a 70

404-1 - Average of hours of training
per employee per year

Page 67

404-3 - Performance and
career development analysis

Page 70

Page 79

Page 67 a 70

Yes

PACKAGING

GRI 301-1 Materiais

103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components

Page 90

103-3 - Assessment of the management approach

Page 90, 91

301-1 - Materials used by weight or volume

Page 91

Page 90, 91

Yes

INPUTS

GRI 301-1 Materiais

103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components

Page 92

103-3 - Assessment of the management approach

Page 92

301-1 - Materials used by weight or volume

Page 93

Page 92

Yes

NUTRITION
AND HEALTHINESS
GRI-G4

Management Approach

Page 94

FP7 - Added nutrients

Page 94

WASTE
103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components

GRI 306 Effluents
and Residues 103-3 - Assessment of the management approach
306-2 - Waste by type and disposal
method

146

Page 95, 96
Page 95, 96
Page 95
Page 97

WATER
AND WASTEWATER
103-1 - Explanation about the issue of material
and its boundaries

Page 95, 98

Yes

301-1 - Materials used by weight or volume

Page 93

Yes

NUTRITION
AND HEALTHINESS
GRI-G4

Management Approach

Page 94

FP7 - Added nutrients

Page 94

WASTE
103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components

GRI 306 Effluents
and Residues 103-3 - Assessment of the management approach
306-2 - Waste by type and disposal
method

Page 95, 96
Page 95, 96
Page 95
Page 97

Yes

WATER
AND WASTEWATER

GRI 303 Water

103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components

Page 95, 98

103-3 - Assessment of the management approach

Page 95

303-1 - Water withdrawal by source

Page 98, 99

303-3 - Water recycled and reused

Page 99

103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components

Page 95, 98

GRI 306 Effluents
and Residues 103-3 - Assessment of the management approach
306-1 - Effluent discharge
by quality and destination

Page 95, 98 a 100

Yes

Page 100, 101
Page 95
Page 101

Yes

ENERGY
AND EMISSIONS

GRI 302 Energy

GRI 305 Emissions

103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components

Page 102

103-3 - Assessment of the management approach

Page 102 a 104

302-1 - Energy consumption
in the group

Page 103

302-3 - Energy intensity

Page 104

103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components

Page 102 a 104

Yes

Page 102
Page 104, 105

103-3 - Assessment of the management approach

Page 104, 105

305-1 - Direct greenhouse gas emissions (scope 1)

Page 105

305-4 - Intensity of greenhouse gas emissions

Page 105

MUNITIES &
SOCIAL INVESTMENT
103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components

GRI 413 103-3 - Assessment of the management approach
Communities
413-1 - Operations with local
Sites

community engagement
413-2 - Operations with adverse environmental
impacts in the local communities

Page 106
Page 106
Page 106
Page 106, 108, 110

Yes

Page 118

CUSTOMER RELATIONSHIP
GRI 416 –
Health and
Safety
Consumer

103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components
416-2 – Incidents of non-compliance
with regulations and/or voluntary codes
concerning health and safety
impacts of products
103-1 - Explanation about the issue of material
and its boundaries
103-2 - Management approach
and its components

GRI 417 –
Marketing
417-2 – Incidents of non-compliance
and Labeling with regulations and/or voluntary codes
concerning labeling

417-3 – Incidents of non-compliance
with regulations and/or voluntary codes
concerning marketing
and communication campaigns

Page 46
Page 46
Page 46
Page 93
Page 46
Page 46

Page 46
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