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Risk Factors
 

 
RISKS RELATING TO CHILE

 
We are substantially dependent on economic conditions in Chile, which may adversely impact our results of operations and financial
condition.

 
We are predominantly engaged in business in Chile and 68.0% of our sales revenues in 2013 were generated from our Chilean operations, 23.3% came
from operations in Argentina, 0.8% in Uruguay and 7.9% from exports out of Chile.  Thus, our results of operations and financial condition are dependent
to a large extent on the overall level of economic activity in Chile.  The Chilean economy has experienced an average annual growth rate of 5.3% between
2009 and 2013, and 4.1% in 2013. In the past, slower economic growth in Chile has slowed down the rate of consumption of our products and adversely
affected our profitability.  Chile’s economic performance was affected in 2009 by the disruption in the global financial markets and in 2010 by an
earthquake, and therefore the growth rate of the 2009-2013 period is not necessarily indicative of future performance.

 
Furthermore, Chile, as an emerging market economy, is more exposed to unfavorable conditions in the international markets which can possibly have a
negative impact on the demand for our products as well as products of third parties with whom we conduct business. On August 5, 2011, Standard &
Poor’s Ratings Group, Inc., or Standard & Poor’s, lowered its long term sovereign credit rating on the United States from AAA to AA+.

 
The relative liquidity and volatility of Chilean securities markets may increase the price volatility of our ADSs and adversely impact a
holder’s ability to sell any shares of our common stock withdrawn from our ADR facility.

 
The Chilean securities markets are substantially smaller, less liquid and more volatile than major securities markets in the United States.  For example,
the Santiago Stock Exchange, which is Chile’s principal stock exchange, had a market capitalization of approximately US$266.0 billion as of December
31, 2013, while The New York Stock Exchange (“NYSE”) had a market capitalization of approximately US$17.95 trillion and the NASDAQ National Market
(“NASDAQ”) had a market capitalization of approximately US$6.09 trillion as of the same date. In addition, the Chilean securities markets can be
materially affected by developments in other emerging markets, particularly other countries in Latin America.

 
The lower liquidity and greater volatility of the Chilean markets relative to markets in the United States could increase the price volatility of the ADSs and
may impair a holder’s ability to sell in the Chilean market shares of our common stock withdrawn from the ADR facility in the amount and at the price and
time the holder wishes to do so.  See “Item 9: The Offer and Listing.”

 
Chilean economic policies, currency fluctuations, exchange controls and currency devaluations may adversely affect the price of our ADSs.

 
The Chilean government’s economic policies and any future changes in the value of the Chilean peso relative to the U.S. dollar could adversely affect the
dollar value and the return on any investment in our ADSs.  The Chilean peso has been subject to large nominal devaluations and appreciations in the past
and may be subject to significant fluctuations in the future.  For example, in the period from December 31, 2012 to December 31, 2013, the daily average
value of the Chilean peso relative to the U.S. dollar increased by 1.7% in nominal terms, whereas the year end value decreased by 9.6% based on the
observed exchange rate for U.S. dollars on those dates. See “Item 3: Key Information–Selected Financial Data–Exchange Rates.”

 
Chilean trading in the shares of our common stock underlying our ADSs is conducted in Chilean pesos.  Cash distributions to be received by the
depositary for the shares of our common stock underlying our ADSs will be denominated in Chilean pesos.  The depositary will translate any Chilean
pesos received by it to U.S. dollars at the then-prevailing exchange rate with the purpose of making dividend and other distribution payments on the
ADSs.  If the value of the Chilean peso declines relative to the U.S. dollar, the value of our ADSs and any distributions to holders of our ADSs received
from the depositary may be adversely affected.  See “Item 8: Financial Information – Dividend Policy and Dividends.”
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We are subject to different corporate disclosure requirements and accounting standards than U.S. companies.

 
Although the securities laws of Chile which govern open stock corporations and publicly listed companies such as us have as a principal objective
promoting disclosure of all material corporate information to the public, Chilean disclosure requirements differ from those in the United States in certain
important respects. In addition, although Chilean law imposes restrictions on insider trading and price manipulation, the Chilean securities market is not
as highly regulated and supervised as the U.S. securities market. We have been subject to the periodic reporting requirements of the Exchange Act since
our initial public offering of ADSs in September 1992.

 
 
RISKS RELATING TO ARGENTINA

 
We have significant operations in Argentina, and economic conditions there have adversely affected our results of operations in the past
and may do so in the future.

 
In addition to our operations in Chile, we maintain substantial assets in Argentina and derive significant revenue from our operations in Argentina. In 2013,
we derived CLP279,343 million, or 23.3%, of our revenues from our Argentine operations, and, as of December 31, 2013, CLP195,931 million, or 11.3%, of
our assets were located in Argentina. As local demand for alcoholic and non-alcoholic beverages is usually correlated with economic conditions prevailing
in that market, which in turn is dependent on the macroeconomic condition of the country, the financial condition and results of our operations in Argentina
are, to a considerable extent, dependent upon political and economic conditions prevailing in Argentina. From 1999 through 2002, Argentina suffered a
prolonged recession, which culminated in an economic crisis.  Currently we have been observing a slowdown and accordingly cannot assure you that
economic conditions in Argentina will improve or that our business will not be materially affected if Argentine economic conditions were to deteriorate. See
“Item 5: Operating and Financial Review and Prospects – Trend Information.”

 
The Argentine peso is subject to volatility which could adversely affect our results.

 
A devaluation of the Argentine peso may adversely affect our operating results. In the first quarter of 2014 Argentina experienced a devaluation of the
Argentine peso of 22.9% while devaluation peaked in January by 23.1%. Whereas the economic situation in Argentina has stabilized and the Argentine
government has been taking actions to protect foreign currency reserves, we cannot assure you that the Argentine economy will recover or that it will not
face a recession, or predict what effect such a recession would have on our operations in Argentina. In 2009, the Company first reported its financial
statements under IFRS, using the Argentine peso as the functional currency for our Argentine subsidiaries. Those results are calculated in said currency
and then translated into Chilean pesos for consolidation purposes.

 
Argentina’s legal regime and economy are susceptible to changes that could adversely affect our Argentine operations.

 
The measures taken by the Argentine government to address the country’s economic situation severely affected the Argentine financial system’s stability
and have had a materially negative impact on its reputation and lately, on the Company’s business. Recently, Argentina has been increasing restrictions
on foreign exchange transactions. If Argentina were to experience a new fiscal and economic crisis, the Argentine government could implement economic
and political measures, which could adversely impact our business. The unpredictability, timing and scope of possible measures adopted by the Argentine
government, including expropriations, higher taxes and exchange control measures, could adversely affect our operations in Argentina and our future
results of operations.
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Since January 2006, the Argentine government has adopted different methods to directly and indirectly regulate the prices of various consumer goods,
including bottled beer, in an effort to slow inflation. In 2013 formal measures were implemented to freeze prices in Argentina, and the government may
continue to do so in the future.
  
Additionally, measures taken by the Argentine government to control the country’s trade balance and to limit the access to foreign currencies have
negatively impacted the free import of goods and royalty payments by the Company, and also the repatriation of profits. For example, due to an
unforeseeable and abrupt new application of an import regime enforced in 2012 and to the lack of approval by the Secretariat of Interior Commerce of
certain imports of Corona and Negra Modelo products, in 2013 the Company was not allowed to reach certain minimum contractual thresholds for the
purchase of such products. Formal and de facto measures that are purely based on economic governmental policies may continue affecting our operations
in Argentina, as we need to regularly import raw materials and finished products into Argentina.

 
We cannot assure you that these and other unpredictable measures adopted by the Argentine government will not have an adverse effect on our
operations in Argentina.

 

 
RISKS RELATING TO OUR BUSINESS

 
Potential changes to Chilean tax rules may result in an increase in the prices of our products and a corresponding decline in sales volumes.

 
Michelle Bachelet, the current President of Chile, who started her four-year term on March 11, 2014 has submitted a proposal to the Chilean parliament for
their approval to increase the existing “ad valorem” tax on beer, wine and liquor products, which would significantly increase the price of our alcoholic
products sold in Chile. If enacted, the proposal would charge an 18% excise tax on alcoholic beverages plus an additional 0.5% for each 1% of alcohol
content.  For example, the ad valorem excise tax would increase from 15% to 20.5% on regular beer with 5% alcohol content, from 15% to 24% on the
typical wine with 12% alcohol content, and from 27% to 35.5% on pisco with 35% alcohol content. Furthermore, the proposal includes an increase in the
taxation on non-alcoholic sugar containing beverages, from 13% to 18%. In addition, Ms. Bachelet has also submitted a proposal for approval by the
parliament to increase the statutory corporate tax rate from 20% to 25%, being staggered through 2017, as well as make other changes to income tax
rates and other existing tax rules.

 
These proposals are expected to be debated in the Chilean Congress in the coming months, and will require a simple majority for approval.  Based on our
experience having looked at the four prior alcohol tax proposals during the last 14 years, which had failed to materialize, we expect that the congressional
debate process will take about 3-7 months. 

 
Implementation of these or similar reforms in Chile, might adversely affect our businesses and accordingly, we cannot assure you that we will be able to
maintain our current levels of sales or cash flows.

 
Our products are taxed with different duties, particularly with respect to excise taxes on the consumption of alcoholic and non-alcoholic
beverages.

 
The Argentine ad valorem excise tax is 8.7% for beer, and the Chilean ad valorem excise tax is 15% for beer and wine, 27% for spirits, and 13% for non-
alcoholic sugar containing beverages. An increase in the rate of these or any other tax could negatively affect our sales and profitability.

 
Fluctuations in the cost of our raw materials may adversely impact our profitability if we are unable to pass those costs along to our
customers.

 
We purchase malt, rice and hops for beer, sugar for soft drinks, grapes for wine and packaging material from local producers or in the international
market.  The prices of those materials are subject to volatility caused by market conditions, and have experienced significant fluctuations over time and
are determined by the global supply and demand for commodities as well as other factors, such as fluctuations in exchange rates, over which we have no
control.
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Although we historically have been able to implement price increases in response to increases in raw material costs and thus have not sought to hedge
our exposure to increases in raw material prices, we cannot assure you that our ability to recover increases in the cost of raw materials will continue in the
future.  In particular, where raw material price fluctuations do not keep pace with market conditions in the markets in which we operate, we may have
limited capacity to raise prices to offset increases in costs.  If we are unable to increase prices in response to increases in raw material costs, any future
increases in raw material costs may reduce our margins and profitability if we are not able to offset such cost increases through efficiency improvements
or other measures.

 
We are controlled by one majority shareholder, whose interests may differ from those of holders of our ADSs, and this shareholder may take
actions which adversely affect the value of a holder’s ADSs or common stock.

 
As of March 31, 2014, Inversiones y Rentas S.A. (“IRSA”) a Chilean closed corporation, directly and indirectly owned 60.0% of our shares of common
stock.  Accordingly, IRSA has the power to control the election of most members of our board of directors and its interests may differ from those of the
holders of our ADSs.  IRSA also has significant influence in determining the outcome of any corporate transaction submitted to our shareholders for
approval, including mergers, consolidations, the sale of all or substantially all of our assets and going-private transactions.  In addition, actions by IRSA
with respect to the disposal of the shares of common stock that it owns, or the perception that such actions may occur, may adversely affect the trading
prices of our ADSs or common stock.
  
Competition in the Chilean beer market may erode our market share and lower our profitability.

 
In 2013, our market share of the Chilean beer market by volume was approximately 77.5%.  Our largest competitor in the Chilean beer market by volume
is Cervecería Chile S.A. (“Cervecería Chile”), a subsidiary of Anheuser-Busch InBev (“AB Inbev”). We estimate that Cervecería Chile had a market share by
volume in Chile of approximately 11.6% in 2013. In the past, Cervecería Chile had engaged in aggressive pricing, through maintaining a consistent price
gap,  and several promotional activities. If Cervecería Chile were to amplify its aggressive price discounting practices in the future, we cannot assure you,
given the current environment that any such discounting or other competitive activities will not have a material adverse impact on our profitability or market
share.

 
In 2013, AB Inbev finalized the acquisition of Grupo Modelo, owner of the Corona brand, which is currently distributed in Chile by Distribuidora
Errázuriz S.A. (“DESA”). In the future this brand could be transferred to Cervecería Chile, thus potentially growing in distribution, which implies a potential
risk to our market share and profitability. Another source of risk is the strengthening of Cervecería Chile´s brand portfolio due to the transfer of the
Budweiser brand, currently produced in Argentina and distributed in Chile by CCU. Budweiser may be transferred to Cervecería Chile by the end of 2015
due to the expiration the distribution agreement.

 
Additionally, if business conditions in the beer market continue to be relatively favorable in Chile, more enterprises may attempt to enter the Chilean beer
market, either by producing beer locally or through imports.  While we expect per capita beer consumption in Chile to continue to increase, mitigating the
effect of competition, the entry into the market of additional competitors could further erode our market share or lead to price discounting.

 
Our beer brands in Chile may face increased competition from other alcoholic beverages such as wine and spirits, as well as from non-
alcoholic beverages such as soft drinks.

 
Beer consumption in Chile may be influenced by changes in domestic wine, spirits and/or other non-alcoholic beverages’ relative prices.  Increases in
domestic wine prices have tended to lead to increases in beer consumption, while reductions in wine prices have tended to reduce or slow the growth of
beer consumption. As a result of our lower market share in the Chilean wine, spirits and soft drinks markets as compared to our market share in the
Chilean beer market, we expect that our profitability could be adversely affected if beverage consumers were to shift their consumption from beer to either
wine, spirits or soft drinks.
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Changes in the labor market in the countries in which we operate may affect margins in our business.

 
In 2013, Chile’s unemployment rate was relatively low at 5.9%, which had a direct impact on our salary expense given the resulting competition for workers.
Additionally, the mining industry’s need for a large workforce has put additional pressure on salary expenses as our business is work-force intensive,
particularly in the distribution area. Furthermore, certain propositions to increase the minimum wage in Chile are constantly discussed in the Chilean
Congress, and the passage of any such propositions may result in further increases in our salary expenses, which may have an effect on our margins and
profitability.  In Argentina, given labor unions pressures related to country´s high level of inflation, we have also faced pressure with respect to our salary
expenses.

 

 
We depend upon the renewal of certain license agreements to maintain our current operations.

 
Most of our license agreements include certain conditions that must be met during their term, as well as provisions for their renewal at their expiry date. 
We cannot assure you that such conditions will be fulfilled, and therefore that the agreements will remain in place until their expiration or that they will be
renewed, or that any of these contracts will not undergo early termination.  Termination of, or failure to renew our existing license agreements could have
an adverse impact on our operations.

 
Consolidation in the supermarket industry may affect our operations.

 
The Chilean supermarket industry has gone through a consolidation process, increasing the importance and purchasing power of a few supermarket
chains. As a result, we may not be able to negotiate favorable prices, which may adversely affect our sales and profitability. The importance of
supermarkets to our business operations is disclosed in the discussion of each of our operating segments.

 
Additionally, and despite having insurance coverage, this supermarket chain consolidation has the effect of increasing our exposure to counterparty credit
risk such that we have more exposure in the event one of these large customers fails to honor its payment obligations to us for any reason.

 
Dependence on few suppliers for some important raw materials.

 
In the case of cans, both in Chile and Argentina we purchase from a single supplier, Rexam, which has production plants in each country. However, cans
can also be imported from other Rexam plants or from alternative suppliers in the region. In the case of glass bottles, in Chile, we purchase most of our
bottles from a single local supplier, Cristalerías Chile, although there are other glass suppliers in Chile from whom we can purchase and we also import
from other suppliers. We have long term contracts for malt in Chile and in Argentina. While we have alternatives in procuring our supplies, if we experience
disruptions in our supply chain we may not be able to obtain replacement supplies at favorable pricing or advantageous terms, which may adversely affect
our results. In the case of one way polyethylene terephthalate resins (“PET”), we purchase from several suppliers located in China, Mexico and the U.S.
and in the past we have also bought from Argentina. For hotfill PET, our sole provider is Indorama, which operates in Mexico.

 
Water supply is essential to the development of our businesses.

 
Water is an essential component for beer, soft drinks, mineral and purified water. While we have adopted policies for the responsible and sustainable use
of water, a failure in our water supply could negatively affect our sales and profitability.

 
The supply, production and logistics chain is key to the timely supply of our products to consumer centers.

 
Our supply, production and logistics chain is crucial for the delivery of our products to consumer centers. An interruption or a significant failure in this
chain may negatively affect our results, if the failure is not quickly resolved.  An interruption in the chain could be caused by various factors, such as
strikes, riots or other factors which are beyond our control.
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If we are unable to protect our information systems against data corruption, cyber-based attacks or network security breaches, our
operations could be disrupted.
  
We are increasingly dependent on information technology networks and systems, including the Internet, to process, transmit and store electronic
information. In particular, we depend on our information technology infrastructure for digital marketing activities and electronic communications among us
and our clients, suppliers and also among our subsidiaries. Security breaches of this infrastructure can create system disruptions, shutdowns or
unauthorized disclosure of confidential information. If we are unable to prevent such breaches, our operations could be disrupted, or we may suffer financial
damage or loss because of lost or misappropriated information.

 
Possible restrictions on the sale and promotion of alcoholic beverages and other food products in Chile could adversely affect us.

 
Senators and congressmen from different political parties have submitted to the Chilean congress proposed bills to restrict the consumption, sale and
promotion of alcoholic beverages.  The principal modifications proposed in these bills are the incorporation of warnings on product labels of the possible
dangers of excessive alcohol consumption on human health, similar to those required in the United States, restrictions on television advertising and a
prohibition of alcoholic beverages at sports, cultural or related events.
  
On March 15, 2012 law 20,580 was enacted by the Chilean congress. This law amended the limit for blood alcohol content while driving reducing the limit
from less than 0.5 gr/lt. to less than 0.3 gr/lt., which has already had an impact on the level of consumption of alcoholic beverages and consequently our
business.

 
If further proposed bills are passed, or other regulations restricting the sale of non-alcoholic beverages or sweet snacks are enacted, this could affect
consumption of our products and, as a consequence, negatively impact our business.

 
Our production activities depend on our ability to comply with environmental regulations, which may become more stringent in the future
and negatively affect our profitability.

The regulation of matters relating to the protection of the environment is not as well developed in Chile and Argentina as in the United States and certain
other countries. Accordingly, we anticipate that additional laws and regulations will be enacted over time in these countries with respect to environmental
matters. If public authorities issue new and stricter standards, or enforce or interpret existing laws and regulations in a more restrictive manner, we may be
forced to make expenditures to comply with such new rules, which could result in higher overall production costs and negatively affect our profitability.

 
Currency fluctuations, especially of the Chilean peso, may affect our profitability.

 
Because we purchase some of our supplies at prices set in U.S. dollars, and export wine in U.S. dollars, euros and pounds, we are exposed to foreign
exchange risks that may adversely affect our financial condition and results of operations.  Therefore, any future changes in the value of the Chilean peso
against said currencies would affect the revenues of our wine export business, as well as the cost of several of our raw materials, especially in the beer
and soft drink businesses where raw materials are purchased in U.S. dollars. The effect of the exchange rate variation on export revenues would have an
inverse effect on the cost of raw materials expressed in Chilean peso terms.

 
Catastrophic events in the markets in which we operate could have a material adverse effect on our financial condition.
  
Natural disasters, climate change, terrorism, pandemics, strikes or other catastrophic events could impair our ability to manufacture, distribute or sell our
products. Failure to take adequate steps to mitigate the likelihood or potential impact of such events, or to manage such events effectively if they occur,
could adversely affect our sales volume, cost of raw materials, earnings and financial results. For example, on February 27, 2010, an 8.8 magnitude
earthquake struck central Chile, followed by a subsequent tsunami. The earthquake epicenter was located 200 miles southwest of Santiago and 70 miles
north of Concepción, Chile’s second largest city. See “Item 5: Operating and Financial Review and Prospects–Overview–Impact of the February 27, 2010
Earthquake and Tsunami and Changes in Consolidation Scope.”
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On April 1, 2014, an 8.2 magnitude earthquake struck the northern part of Chile, but did not have a significant effect on our operations. A future
earthquake, tsunami or other natural disaster, however, could have a significant effect on our business, results of operations and financial condition.

 
If we are unable to maintain the image and quality of our products our financial results may suffer.

 
The image and quality of our products is essential for our success and growth. Problems with product quality could tarnish the reputation of our products
and may adversely affect our revenues.

 
If we are unable to finance our operations we may be adversely affected.

 
A global liquidity crisis or an increase in financial interest rates may eventually limit our ability to obtain the cash needed to fulfill our commitments. Sales
could also be affected by a global disruption if consumption decreases sharply, placing stress on our cash position.

 
 
RISKS RELATING TO OUR ADSs

 
The price of our ADSs and the U.S. dollar value of any dividends will be affected by fluctuations in exchange conditions.

 
Our ADSs trade in U.S. dollars.  Fluctuations in the exchange rate between Chilean and Argentine currencies and the U.S. dollar are likely to affect the
market price of our ADSs.  For example, since our financial statements are reported in Chilean pesos, a decline in the value of the Chilean peso against
the dollar would reduce our earnings as reported in U.S. dollars.  Any dividend we may pay in the future would be denominated in Chilean pesos.  A
decline in the value of the Chilean peso against the U.S. dollar would reduce the U.S. dollar equivalent of any such dividend.  Additionally, in the event of a
dividend or other distribution, if exchange rates fluctuate during any period of time when the ADS depositary cannot convert a foreign currency into dollars,
a holder of our ADSs may lose some of the value of the distribution.  Also, since dividends in Chile are subject to withholding taxes, which we retain until
the following year when the exact amount to be paid is determined, if part of the retained amount is refunded to the shareholders, the amount received by
holders of our ADSs would be subject to exchange rate fluctuations between the two dates.

 
A holder of ADSs may be subject to certain risks due to the fact that holders of our ADSs do not hold shares of our common stock directly.

 
In order to vote at shareholders’ meetings, if a holder is not registered on the books of the ADS depositary, the holder of our ADSs is required to transfer
their ADSs for a certain number of days before a shareholders’ meeting into a blocked account established for that purpose by the ADS depositary.  Any
ADSs transferred to this blocked account will not be available for transfer during that time.  If a holder of our ADSs is registered on the books of the ADS
depositary, it must give instructions to the ADS depositary not to transfer its ADSs during this period before the shareholders’ meeting.  A holder of our
ADSs must therefore receive voting materials from the ADS depositary sufficiently in advance in order to make these transfers or give these instructions.
There can be no guarantee that a holder of our ADSs will receive voting materials in time to instruct the ADS depositary on how to vote.  It is possible that
a holder of our ADSs will not have the opportunity to exercise a right to vote at all.  Additionally, a holder of our ADSs may not receive copies of all reports
from us or the ADS depositary.  A holder of our ADSs may have to arrange with the ADS depositary’s offices to inspect any reports issued.
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Our principal executive offices are located at Vitacura 2670, Santiago, Chile. Our telephone number in Santiago is (56-2) 2427-3000, our fax number is (56-2)
2427-3333 and our website is www.ccu.cl. Our authorized representative in the United States is Puglisi & Associates, located at 850 Library Avenue, Suite
204, Newark, Delaware 19715, USA, telephone number (302) 738-6680 and fax number (302) 738-7210.  The information on our website is not incorporated by
reference into this document.

 
In 1986, IRSA, our current principal shareholder, acquired its controlling interest in us through purchases of common stock at an auction conducted by a
receiver who had assumed control of us following the economic crisis in Chile in the early 80’s, which resulted in our inability to meet our obligations to our
creditors.  IRSA, at that time, was a joint venture between Quiñenco S.A. (“Quiñenco”) and the Schörghuber Group from Germany through its wholly owed
subsidiary Finance Holding International B.V. (“FHI”) of the Netherlands.

 
To our knowledge, none of our common stock is currently owned by governmental entities.  Our common stock is listed and traded on the principal Chilean
stock exchanges.  See “Item 7: Major Shareholders and Related Party Transactions.”

 
In September 1992, we issued 4,520,582 ADSs, each representing five shares of our common stock, in an international American Depositary Receipt (“ADR”)
offering.  The underlying ADSs were listed and traded on the NASDAQ, until March 25, 1999.  Since that date, the ADSs have been listed and traded on the
NYSE.  On December 20, 2012, the ratio of ADSs to shares of common stock was changed from 1 to 5, to a new ratio of 1 to 2.

 
In 1994, we diversified our operations both in the domestic and international markets.  In that year, we purchased a 48.4% interest in the Chilean wine
producer Viña San Pedro S.A. (“VSP”, today, “VSPT”). Since December 31, 2008, that interest has reached 64.72% as of the date of this annual report.  In
November 1994, we and Buenos Aires Embotelladora S.A. (“BAESA”), (the PepsiCo bottler in Chile at that time) merged to create Embotelladoras Chilenas
Unidas S.A. (“ECUSA”), for the production, bottling, distribution and marketing of soft drinks and mineral water products in Chile.  In November 1999, we
purchased BAESA’s interest in ECUSA and thereafter have controlled 100% of that company.

 
Through CCU Argentina, we began our expansion into Argentina by acquiring an interest in two Argentine breweries: 62.7% of the outstanding shares of
Compañía Industrial Cervecera S.A. (“CICSA”), were acquired during January and February 1995 and 98.8% of the outstanding shares of Cervecería Santa Fe
S.A. (“CSF”), were acquired in September 1995.  In 1997, CCU Argentina increased its interest in CICSA to 97.2% and in CSF to 99.9% through the
purchase of non-controlling interests.  In January 1998, we decided to merge these two breweries into one company operating under the name of CICSA. 
Following the merger, CCU Argentina’s interest in CICSA was 99.2%.  In April 1998, CCU Argentina completed the purchase of the brands and assets of
Cervecería Córdoba S.A. for US$8 million.  After subsequent capital increases, the last one in June 2008, our interest in CCU Argentina reached 95.96%, with
Anheuser-Busch Incorporated’s (“Anheuser-Busch”) interest at 4.04%.

 
In addition to our acquisitions in Argentina, we signed a license agreement with Anheuser-Busch in 1995 granting us the exclusive right to produce, market,
sell and distribute the Budweiser beer brand in Argentina. In 2008 the license agreement was extended until December 31, 2025.

 
After a capital increase approved by our shareholders in October 1996, we raised approximately US$196 million between December 1996 and April 1999. 
Part of this capital expansion was accomplished between December 1996 and January 1997 through our second ADR offering in the international markets.

 
During 2000, VSPT, through its subsidiary Finca La Celia S.A. (“FLC”), acquired the winery Finca La Celia in Mendoza, Argentina, initiating its international
expansion, allowing VSPT to include fine quality Argentine wines into its export product portfolio.

 
To increase our presence in the premium beer segment, in November 2000 we acquired a 50% stake in Cervecería Austral S.A., located in the city of Punta
Arenas, with an annual production capacity of 6.1 million liters.  Further, in May 2002, we acquired a 50% stake in Compañía Cervecera Kunstmann S.A.,
located in the city of Valdivia.
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In February 2003, we began the sale of a new product for our beverage portfolio, pisco, under the brand Ruta Norte.  Pisco is a grape spirit very popular in
Chile that is produced in the northern part of the country and the southern part of Peru.  Our pisco, at that time, was only produced in the Elqui Valley in
Region IV of Chile and was sold throughout the country by our beer division sales force.  In March 2005, we entered into an association with the second-
largest pisco producer at that time, Cooperativa Agrícola Control Pisquero de Elqui y Limarí Ltda. (“Control”).  This new joint venture was named Compañía
Pisquera de Chile S.A. (“CPCh”), to which the companies contributed principally with assets, commercial brands and – in the case of Control – also some
financial liabilities.  Currently we own 80% of CPCh and Control owns the remaining 20%.

 
On April 17, 2003, the Schörghuber Group, at the time an indirect owner of 30.8% of our ownership interest, gave Quiñenco, also at the time an indirect owner
of 30.8% of our ownership interest, formal notice of its intent to sell 100% of its interest in FHI to Heineken Americas B.V., a subsidiary of Heineken
International B.V.  As a result of the sale, Quiñenco and Heineken Americas B.V., the latter through FHI, became the only two shareholders of IRSA, the
owner of 61.6% of our equity at that time, each with a 50% interest in IRSA.  Heineken International B.V. and FHI subsequently formed Heineken Chile Ltda.,
to hold the latter’s 50% interest in IRSA.  Therefore, Quiñenco and Heineken Chile Ltda. are the only two current shareholders of IRSA, with a 50% equity
each.  On December 30, 2003, FHI merged into Heineken Americas B.V., which together with Heineken International B.V. remained as the only shareholders
of Heineken Chile Ltda. At present IRSA owns, directly and indirectly, 66.11% of our equity.

 
In August 2003, VSPT formed Viña Tabalí S.A., a joint venture in equal parts with Sociedad Agrícola y Ganadera Río Negro Ltda., for the production of
premium wines.  This winery is located in the Limarí Valley, Chile’s northernmost winemaking region, which is noted for the production of outstanding wines. 
In January 2007, Viña Tabalí S.A. bought the assets of Viña Leyda, located in the Leyda Valley, a new winemaking region south of Casablanca Valley and
close to the Pacific Ocean.  Viña Leyda produces excellent wines that have won awards in different international contests.  After this acquisition, Viña Tabalí
S.A. changed its name to Viña Valles de Chile S.A.

 
In January 2004, we entered the sweet snacks business by means of a joint venture between our subsidiary ECUSA and Industria Nacional de Alimentos
S.A, a subsidiary of Quiñenco, with a 50% interest each in Calaf S.A. (which has been renamed Foods Compañía de Alimentos S.A., or “Foods”), a
corporation that acquired the trademarks, assets and know-how, among other things, of Calaf S.A.I.C. and Francisca Calaf S.A., traditional Chilean candy
makers, renowned for more than a century.

 
In December 2006, we signed a joint venture agreement with Watt’s S.A. (“Watt’s”), a local fruit related company, under which we participate in equal parts in
Promarca S.A. (“Promarca”).  This new company owns the brands “Watt’s,” “Watt’s Ice Frut ,” “Yogu Yogu” and “Shake a Shake” in Chile.  Promarca granted
both of its  shareholders, for an indefinite period, the exclusive licenses for the production and sale of the different product categories.  Therefore, we now
participate in new product categories such as 100% fruit juices and fruit, soy and dairy based beverages.

 
In May 2007, CPCh entered the rum market with our proprietary brand Sierra Morena and later, in 2008, added new rum brand extensions and introduced
various pisco based cocktails. Since 2011, our international strategy has focused on exports to Argentina, the United States and Asia, including Russia.

 
In December 2007, we entered into an agreement with Nestlé Chile S.A. and Nestlé Waters Chile S.A., the latter of which acquired a 20% interest in our
subsidiary Aguas CCU-Nestlé Chile S.A. (“Aguas CCU”), the company through which we develop our bottled water business in Chile.  As part of this new
association, Aguas CCU introduced in 2008 the Nestlé Pure Life brand in Chile.  Nestlé had a call option to increase its ownership in Aguas CCU by an
additional 29.9%, which expired on June 5, 2009. On June 4, 2009 ECUSA received a notification from Nestlé Waters Chile S.A. exercising its irrevocable
option to buy 29.9% of Aguas CCU equity, within the scope of the association contract. The completion of the deal represented a profit before taxes for
ECUSA of CLP24,439 million. On September 30, 2009 in extraordinary shareholders’ meetings, Aguas CCU and Nestlé Waters Chile S.A. (“Waters Chile”)
approved the merger of Waters Chile and Aguas CCU. The present shareholders of Aguas CCU are ECUSA (50.10%), Nestlé Chile S.A. (49.401%) and
Comercializadora de Productos Nestlé S.A. (0.499%).
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In April 2008, we bought the Argentine brewer Inversora Cervecera S.A. (“ ICSA”) after receiving the approval of the Argentine antitrust authorities.  ICSA owns,
among other assets, the Bieckert, Palermo and Imperial beer brands, which together represented approximately 5.8% of the Argentine beer market, and a
brewery in Luján, Buenos Aires, with a nominal production capacity of 270 million liters per year.

 
In August 2008, Foods bought 50% of Alimentos Nutrabien S.A., a company specializing in muffins and other high quality home-made products. The
Nutrabien brand complements our sweet snacks portfolio which includes the Calaf and Natur brands, the latter acquired in 2007. Moreover, with this
acquisition we expanded the sweet snacks business from the traditional candy category to the nutritional cereal bars, cookies and muffins categories.

 
In November 2008, CCU and its affiliate VSP entered into a Merger Agreement with Compañía Chilena de Fósforos and its subsidiaries Terciados y
Elaboración de Maderas S.A. and Viña Tarapacá S.A. (“VT”), in order to merge VT into VSP. Under the terms of the Merger Agreement, and prior to its
execution, CCU had to acquire 25% of VT’s equity. Once all the legal requirements were fulfilled, the merger by absorption of VT by VSP was completed on
December 9, 2008, with an effective date for accounting purposes of October 1, 2008. The affiliate was renamed Viña San Pedro Tarapacá S.A. (“VSPT”).

 
In December 2010, our subsidiary Inversiones Invex CCU Ltda. acquired a 4.04% equity interest in CCU Argentina from Anheuser-Busch Investment S.L. As a
result, CCU became the sole equity holder of CCU Argentina. This transaction had no effect on the Budweiser brand production and distribution contract
which expires in 2025 (in 2015 for the distribution of the brand in Chile).

 
In December 2010, CCU and CICSA entered into the cider business by acquiring, directly and indirectly, controlling interests in Sáenz Briones y Cía. S.A.I.C.
and Sidra La Victoria S.A., two Argentinian companies engaged in the cider business.

 
In December 2011, the joint venture Viña Valles de Chile S.A. (“VDC”) was split and the Viña Leyda assets remained in VDC. After a shares swap VDC
became a 100% directly and indirectly controlled subsidiary of VSPT.

 
In December 2011, our subsuidiary Compañía Pisquera de Chile S.A. (“CPCh”) signed a licence agreement for the commercialization and distribution in Chile
of the pisco brand Bauzá. In addition, CPCh acquired 49% of the licensor company Compañía Pisquera Bauzá S.A., owner of the brand in Chile.

 
In September 2012, CCU acquired 100% shares of the Uruguayan companies Marzurel S.A., Milotur S.A., and Carolina S.A. and became the majority
shareholder and controller of Andrimar S.A.. These companies own the assets of a business developed in Uruguay engaged in the production and
marketing of bottled mineral waters under the Nativa brand, and carbonated softdrinks under the Nix brand.

In December 2012, the subsidiary Aguas CCU-Nestlé Chile S.A. completed an acquisition of 51% of the company Manantial S.A., an “HOD”, Home and
Office Delivery, business of purified water in bottles with the use of dispensers. The partnership will enable Aguas CCU-Nestlé Chile S.A. to participate in a
new business category, of which until today the company has had a very small presence.  

Furthermore, in 2013, CCU increased its stake in VSPT to 64.72% by acquiring an additional stake of the outstanding shares as a financial investment
opportunity.

 
On April 3, 2013, Andronico Luksic assumed the role of Chairman of the Board, after his brother, Guillermo Luksic passed away. 

 
On June 18, 2013 the Extraordinary Shareholders´ Meeting approved the issuance of 51,000,000 of ordinary shares which were registered in the Securities
Registry of the Superintendency of Securities and Insurance under N° 980 dated July 23, 2013. On November 8, 2013 CCU successfully concluded this
capital increase, the total number of shares issued pursuant to the capital increase having been subscribed and paid, raising a total amount of CLP
331,718,929,410. This capital increase, representing our third ADR offering in the international markets, was made in order to continue our expansion plan,
which includes organic and inorganic growth in Chile and the surrounding region.
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On September 2013, CCU developed its “Strategic Plan 2014-2016”, which aims to move decisively towards building a regional company, focusing on multi-
category beers and soft drinks.

 
On October 2013, CCU, together with its subsidiary Embotelladoras Chilenas Unidas S.A. (“ECUSA”), executed a series of contracts and agreements with
PepsiCo Inc. and affiliates, that will allow them to expand their current relationship in the non-alcoholic beverages segment with specific focus on
carbonated soft drinks, as well as extending its long term duration. The performance of ECUSA as PepsiCo Inc.’s bottler has been recognized by the
latter on several occasions including the award granted to ECUSA last June in Bangkok as Bottler of the Year for the Latin America Region.

 
On December 2013, twelve CCU managers retired early and were replaced by executives currently working in CCU, all of which was effective as of January
31, 2014. At the same time, by the end of 2013, CCU entered the Paraguayan market with the production, marketing and distribution of alcoholic and non-
alcoholic beverages under various brands, both owned through licenses and imported.

 
CAPITAL EXPENDITURES

The capital expenditure figures for the last three years shown below reconcile to the Cash Flow statement as shown in the Consolidated Statements of
Cash Flows.

 
Our capital expenditures for the last three years were CLP 77,847 million , CLP 117,645 million and CLP 124,559 million, respectively , totaling CLP
320,050 million, of which CLP 87,940 million was invested in beer operations in Chile, CLP 70,717 million in beer operations in Argentina , CLP 69,269
million in our non-alcoholic operations, CLP 22,287 million in our wine operations, CLP 5,250 million in our spirits operations and CLP 64,587 million in
other investments , primarily in warehouses and bottle molds, during the years mentioned above. 

 
In recent years, our capital expenditures were made primarily for the expansion of our production capacities and bottling, improving the distribution chain,
additional returnable bottles and boxes, marketing assets (mainly refrigerators), environmental improvements and to upgrade our management information
systems, among others.

 
In 2011 we dedicated 30% of our capital expenditure to the Chile beer division, with a significant amount invested in the improvement of the environment
with a waste water treatment plant, in addition to the necessary investments in packaging, machinery and equipment. CCU Argentina made investments
in the beer packing division and dedicating resources to replace and increase production capacity. Resources devoted to expand our network of storage
facilities amounted to 10% of total capital expenditure in 2011.

 
During 2012, 24% of our capital expenditure was on soft drink operations. These investments were required to support the increased volume of sales
experienced in 2011. Additionally, our Chile beer division required significant investments to increase bottling capacity, new packaging, and marketing
assets. We also needed to invest in building new warehouses and stores throughout Chile in order to optimize the distribution of our products.

 
During 2013 we invested 33% of our capital expenditures in our Chile beer division. These investments were required to support the increased sales
volume experienced during 2012 and 2013. 22% of our capital expenditures were directed to our soft drinks due to significant investments to increase
bottling capacity, new packaging, and marketing assets. It was also necessary to invest in the construction of new warehouses and stores throughout
Chile in order to optimize the distribution of our products to support new technologies.

 
Our major capital expenditure for the period 2011-2013 are shown in the following table. See “Item 5: Operating and Financial Review and Prospects –
Liquidity and Capital Resources – Capital Expenditures Commitments”for the 2014-2017 period.
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In 1994, ECUSA and Cadbury Schweppes plc (“Cadbury Schweppes”), the latter through its subsidiaries CS Beverages Ltd. and Canada Dry Corporation Ltd.,
entered into license agreements for all Cadbury Schweppes products. On December 11, 1998, TCCC announced an agreement with Cadbury Schweppes to
acquire certain of the latter's international beverage brands, including those licensed to ECUSA, and in August 1999 the agreement was reported to have been
consummated.  In September 2000, after more than a year’s litigation, both in Chile (suits at civil courts and antitrust authorities) and England (arbitration
under ICC rules), ECUSA and TCCC reached an agreement superseding ECUSA’s previous license contracts with CS Beverages Ltd. and Canada Dry
Corporation Ltd.  The new agreement, referred to as the “Bottler Contract,”  was executed between ECUSA and Schweppes Holdings Ltd., concerning the
Crush and Canada Dry brands, and was approved by the Chilean antitrust commission, thus putting an end to the proceeding regarding the Cadbury
Schweppes brands issue and dismissing all complaints filed in consideration of the agreement. On January 15, 2009, the parties executed an amendment to
the Bottler Contract which, among others, extended its duration until December 31, 2018, renewable for consecutive five-year periods provided that certain
conditions are fulfilled.

 
Likewise, in March 2006, a new exclusive bottling agreement was executed between ECUSA and Stokely Van-Camp, Inc., a subsidiary of PepsiCo, Inc.,
authorizing ECUSA to bottle, sell and distribute Gatorade products in Chile, for an initial term ending on March 31, 2010, automatically renewable for
successive two or three-year periods if certain conditions set forth in the contract are met. In 2012, this agreement was renewed until March 31, 2015.   In
August 2002, we began importing, selling and distributing Gatorade, the world’s number one isotonic drink.  Since October 2006, we have been producing
Gatorade locally.
  
In November 2007, ECUSA signed an exclusive bottling agreement with Pepsi Lipton International Limited, authorizing ECUSA to produce, sell and distribute
ready to drink tea beverages in Chile.  This agreement terminates on March 31, 2020.

 
The license agreement for nectar products with Watt’s, which granted us exclusive production rights, was first signed in June 1977 and originally had a 33-
year term.  In February 1999, a new license agreement was signed allowing us to produce new flavors and bottle Watt’s nectars in non-returnable packaging
(wide mouth glass and plastic bottles).  A new license agreement between us and Watt’s S.A. was signed in July 2004.  This new contract provided us with a
ten-year license renewable automatically for three consecutive periods of three years if the conditions set forth in the contract are fulfilled at the date of
renewal.  In December 2006, we signed a joint venture agreement with Watt’s S.A., under which we participate in equal parts in Promarca S.A..  This new
company owns the brands “Watt’s”, “Watt’s Ice Frut”, “Yogu Yogu” and “Shake a Shake”, among others in Chile.  Promarca S.A. granted both of its
shareholders, for an indefinite period, the exclusive licenses for the production and sale of the different product categories.

 
In June 2003, we entered into the purified water business with our proprietary brand Glacier, increasing our water selection and reaching a larger number of the
population with a more affordable product. The consumption of this product is currently concentrated in Antofagasta.

 
In October 2004, we relaunched Nobis, a traditional proprietary soft drink brand, to be used strategically against discount brands.

 
In February 2005, we launched a new Cachantun product, under the trademark Mas, a sugar free product made of mineral water, calcium and citric flavor,
creating a new category of flavored water.

 
In December 2007, we entered into an agreement with Nestlé Chile S.A. and Nestlé Waters Chile S.A., the latter of which acquired a 20% interest in our
subsidiary Aguas CCU, the company that owns the assets through which we develop our bottled water business in Chile.  As part of this new association,
Aguas CCU produces and sells the Nestlé Pure Life brand in Chile under a license contract of the same date, with an initial term of five years, renewable
for successive periods of five years if certain conditions are met.  Nestlé had a call option to increase its ownership in Aguas CCU by an additional 29.9%,
which expired on June 5, 2009. On June 4, 2009 ECUSA received the notification from Nestlé Waters Chile S.A. exercising its irrevocable option to buy
29.9% of Aguas CCU equity, within the scope of the contract. Since the conclusion of the sale, ECUSA holds 50.1% of the ownership interests of Aguas
CCU. CCU owns directly or indirectly 99.94% of ECUSA’s equity.
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TCCC’s products are produced, bottled and distributed in Chile through two separate licensees which market soft drinks under the Coca-Cola, Coca-Cola
Light, Coca-Cola Zero, Fanta, Fanta Light, Sprite, Sprite Zero, Quatro Light, Nordic Mist, Taí, Andina nectars and juices, and Kapo juice brand names. 
According to store audits conducted by Nielsen, Coca-Cola and related brands accounted for approximately 67% of total carbonated soft drink sales volume
in 2013 in Chile.  However, our internal estimates show that those brands accounted for a higher percentage of the sales of carbonated soft drinks in Chile
than the Nielsen estimates. During 1998, a few supermarket chains began selling soft drinks products under private labels.  Additionally, discount brand
producers along with private labels represent approximately 6% of the soft drink market in 2013 in Chile according to Nielsen. Even though these brands are
not a significant portion of the industry, their presence may increase in the future.

 
After the formation of ECUSA in 1994, our market share decreased as a consequence of increasing marketing activity on the part of our competitors and the
entrance of private labels and discount brand producers into the market. However, according to Nielsen, during 2013, our carbonated soft drink market share
increased to approximately 27.5% and CCU’s estimate for the total non-alcoholic beverage market participation was 32.9%.

 
Our market share for our carbonated soft drink products over the last five years is presented in the following table based on store audits conducted by Nielsen
and our own estimates. These Nielsen results are, for each year, higher than our own estimates.

 
Our Chilean Carbonated Soft Drink Market Share

    
Year Nielsen Company Estimates (*)  

    
2009 24% 20%  
2010 24% 21%  
2011 25% 21%  
2012 25% 23%  
2013 27% 24%  

    

(*) Based on our sales data, publicly available information from competitors, equity research analyst reports, information from Nielsen and ANBER.

 

 
 

Our domestic competitors in the soft drinks business have benefited from both internationally recognized brand labels (especially with regard to the Coca-Cola
product line) and a large number of local bottling companies distributing their products throughout Chile.  As a result of the formation of ECUSA, we also
similarly benefited from the internationally recognized Pepsi brand as well as our competitive strengths, which include a portfolio of nationally well-known
brands and a nationwide distribution system.  During 2002, we launched Bilz Light, Pap Light, Agua Tónica Light and Gatorade. In April 2003, we introduced
to the market Kem Xtreme, a soft drink with a high level of caffeine.  In September 2004, we launched Canada Dry Ginger Ale Light, and in October 2004, we
re-launched Nobis, a traditional proprietary soft drink brand, to be used strategically against discount brands.  In September 2006, we launched Canada Dry
Limón Soda Light.  In January 2007, we introduced two new products into the market: (i) Slice by Kem, a tropical fruit flavored soft drink, and (ii) SoBe
Adrenaline Rush, an energy drink sold under the PepsiCo license.  In November 2007, we entered into a new product category, ice tea, with the brand Lipton
Ice Tea, produced by us under the PepsiCo license. During 2008 we introduced Watt’s Soya from Promarca (50% owned by us), and Nestlé Pure Life, a well-
known purified water brand, in order to place ourselves in a leading position in the healthy foods market. In 2009, the Company introduced Mas Woman from
Cachantun, a mineral water in a variety of flavors targeted towards young healthy women. In addition, in the same year, the Company began to import the
renowned mineral water Perrier. In 2011 we introduced several new product offerings including Pop from Bilz and Pap, Kem Xtreme Girl, the first zero calorie
energy soft drink developed specifically for women, Kem by Slice, Lipton Feel Green in two flavors and powder Gatorade.
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Viña San Pedro Tarapaca, Viña Santa Helena, Viña Misiones de Rengo, Viña Mar, Viña Leyda and Finca La Celia in Argentina, produce and market
premium, varietal and popular-priced wines. The principal brands are set forth below:

 

Brand  Icon Premium Varietal Popular-Priced

      

Viña San Pedro Tarapacá     

 Altaïr X    
 Sideral X    

 Cabo de Hornos X    
 Kankana del Elqui X    

 Tierras Moradas X    
 Tarapakay X    
 1865  X   

 Gran Reserva Etiqueta Negra  X   
 Tarapacá Gran Reserva  X   

 Castillo de Molina  X   
 Gran Tarapacá  X   

 Tarapacá Terroir  X   
 Tarapacá Reserva  X   

 35 South Reserva  X   
 35 South   X  

 Urmeneta   X  
 Gato Negro   X  

 Tarapacá Varietal   X  
 León de Tarapacá   X  

 Gato    X

 Manquehuito Pop Wine    X

 Etiqueta Dorada    X

Viña Santa Helena     
 D.O.N (De origen Noble) X    

 Parras Viejas X    
 Notas de Guarda  X   

 Vernus  X   
 Selección del Directorio  X   

 Santa Helena Reserva   X  
 Santa Helena Varietal   X  

 Siglo de Oro   X  
 Gran Vino    X

Viña Misiones de Rengo     
 Misiones de Rengo Cuvée  X   

 Misiones de Rengo Reserva  X   
 Misiones de Rengo Varietal   X  

Viña Mar     
 Viña Mar Reserva Especial  X   

 Viña Mar Reserva  X   
 Viña Mar Espumante  X   

 Casa Rivas  X   

Finca la Celia     
 La Celia Supremo X    

 Tamarí Zhik X    
 La Celia  X   

 La Consulta  X   
 Tamarí Reserva  X   

 La Finca   X  

Viña Leyda      

 Leyda Lot X    
 Leyda Reserva  X   

 Leyda Single Vineyard  X   
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The production and distribution of mineral water is also subject to special regulation.  Mineral water may only be bottled directly from sources, which have
been designated for such purpose by a Supreme Decree signed by the President of Chile.  The competent Sanitary Authority provides a certification of the
data necessary to achieve such a designation.  All of our facilities have received the required designation.

 
Independently of the products manufactured or services provided in each plant or facility, the premises are also regularly inspected by the Sanitary
Authorities, regarding sanitary and environmental conditions, labor safety, and related matters.

 
There are currently no material legal or administrative proceedings pending against us in Chile with respect to any regulatory matter. We believe that we are in
compliance in all material respects with all applicable statutory and administrative regulations with respect to our businesses in Chile.

 
Government Regulation in Argentina

 
We are subject to the full range of governmental regulation and supervision generally applicable to companies engaged in business in Argentina, including
social security laws, public health, consumer protection and environmental laws, securities laws and antitrust laws.

 
National Law N°18,284 (the Argentine Food Code, or the “Food Code”) regulates the manufacturing and packaging of food and beverages.  The Food Code
provides specific standards with which manufacturing plants must comply and regulates the production of food and beverages mentioned in the Food Code. 
The Food Code also specifies the different methods in which beer may be bottled as well as the information to be provided on labels. National Law N° 24,788,
enacted in March 1997, established the national minimum age requirements for the purchase of alcoholic beverages. Under this law the sale of alcoholic
beverages is not permitted to persons under 18 years of age, and the health authorities of each province undertake the enforcement of the Food Code. In the
Federal Capital and many provinces of Argentina, local law restricts the sale of alcoholic beverages, particularly between the hours of 11 p.m. and 8 a.m., and
establishes harsh penalties for infringement.

 
There are currently no material legal or administrative proceedings pending against us in Argentina with respect to any regulatory matter.  We believe that we
are in compliance in all material respects with all applicable statutory and administrative regulations with respect to our business in Argentina.
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Organizational Structure

 
Ownership Structure as of March 31, 2014

 

 
 
We are controlled by IRSA, which owns directly and indirectly 60.0% of the shares of our common stock.  IRSA, since 1986, was a joint venture between
Quiñenco and the Schörghuber Group through its wholly owed subsidiary FHI of the Netherlands.  On April 2003, the Schörghuber Group sold FHI to
Heineken Americas B.V., a subsidiary of Heineken International B.V.  FHI and Heineken International B.V. formed Heineken Chile Ltda., through which 50%
of IRSA shares are held. On December 30, 2003, FHI merged into Heineken Americas B.V. Currently, Quiñenco and Heineken Chile Ltda., a Chilean limited
corporation controlled by Heineken Americas B.V., are the only shareholders of IRSA, each with a 50% equity interest.

 
Quiñenco is the holding company of one of Chile’s largest business conglomerates, with investments in various sectors of the Chilean economy.  Quiñenco’s
principal holdings include Banco de Chile (the second-largest bank in Chile), Invexans S.A. (the largest shareholder of French cable producer Nexans),
Madeco S.A. (leading manufacturer of flexible packaging and aluminum-based products), ENEX (the second-largest retail fuel distributor), CSAV (the largest
shipping company in America and one of the largest worldwide), and SM SAAM (second largest port operator in Latin America and fourth largest tugboat
operator worldwide).

 
Heineken, the Dutch brewer, is one of the largest brewers in the world with 165 breweries in more than 70 countries and 80,933 employees worldwide. 
Heineken group’s beer volume was 178.8 million hectoliters during 2013, and its principal brands are Heineken and Amstel.

 
The following table provides our significant subsidiaries as of December 2013:

 
Subsidiaries Country Ownership Interest
CCU Chile Chile 100.00%
CCU Argentina Argentina 100.00%
ECUSA Chile 99.94%
Aguas CCU-Nestlé Chile 50.10%
VSPT Chile 64.72%
CPCh Chile 80.00%
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OPERATING RESULT
 
The following discussion should be read in conjunction with our consolidated financial statements and the notes thereto included in this annual report. In
the following discussion, Chilean peso amounts have been rounded to the nearest million pesos, unless otherwise indicated. Certain amounts (including
percentage amounts) which appear herein have been rounded and may not sum exactly to the totals shown.

 
Operating Result is a non-IFRS financial measure, as it is a subtotal in our Consolidated Statement of Income. A non-IFRS financial measure does not
have a standardized meaning prescribed by either IFRS or U.S. GAAP. For management purposes, Operating Result is defined as earnings before other
gains (losses), net financial expense, equity and income of joint ventures, foreign currency exchange differences, result as per adjustment units and
income taxes.

 
Our management believes that disclosure of Operating Result provides useful information to investors and financial analysts in their review of our operating
performance and their comparison of our operating performance to the operating performance of other companies in the beverage industry, but it may not
be comparable to similar titled indicators used by other companies. Operating Result is not a substitute for IFRS measures of earnings.

 
The following table presents the Net sales and Operating Result, and related percentage as a component of Net sales, for each of our segments:

 

 Year Ended December 31,    
  2011  2012  2013

 (in millions of CLP, except percentages)    

Net sales          

Chile Operating segment  612,462 63.2%  676,529 62.9%  765,196 63.9%

Beer Chile(1)  313,017 32.3%  320,844 29.8%  353,044 29.5%

Non-alcoholic Beverages(2)  248,509 25.6%  292,133 27.2%  342,233 28.6%

Spirits(4)  50,936 5.3%  63,552 5.9%  69,919 5.8%

Rio de la Plata Operating segment  220,903 22.8%  253,826 23.6%  282,435 23.6%

CCU Argentina(1)  220,903 22.8%  250,996 23.3%  272,499 22.8%

Uruguay     2,830 0.3%  9,936 0.8%

Wine Operating segment (3)  138,348 14.3%  149,557 13.9%  152,255 12.7%

Other 
(5)  -2,162 -0.2%  -4,223 -0.4%  -2,660 -0.2%

Total  969,551 100.0%  1,075,690 100.0%  1,197,227 100.0%

Operating Result(6)          
Chile Operating segment  144,477 74.9%  138,221 76.3%  147,367 78.3%

Beer Chile(1)  99,412 51.6%  85,102 47.0%  89,262 47.4%

Non-alcoholic Beverages(2)  38,376 19.9%  45,346 25.0%  51,682 27.5%

Spirits(4)  6,690 3.5%  7,772 4.3%  6,423 3.4%

Rio de la Plata Operating segment  28,817 14.9%  28,057 15.5%  26,693 14.2%

CCU Argentina(1)  28,817 14.9%  28,182 15.6%  27,909 14.8%

Uruguay     -125   -1,216  
Wine Operating segment (3)  16,890 8.8%  11,053 6.1%  12,913 6.9%

Other 
(5)  2,633 1.4%  3,857 2.1%  1,292 0.7%

Total  192,818 100.0%  181,188 100.0%  188,266 100.0%

          
(1) Includes sales of  beer, cider, spirits, beer by -products and other products such as malt, spent grain and y east in Argentina.

(2) Includes sales of  carbonated and non-carbonated sof t drinks, nectar, mineral and purif ied water, sports and energy  drinks, tea and related merchandise.

(3) Includes sales of  wine, by -products and other products such as labels and corks.

(4) Includes sales of  pisco, cocktails, rum and by -products.

(5) Includes the operating income of  the plastic bottle and caps div ision, non recurring items and consolidation eliminations.

(6) Def ined, f or management purposes, as earnings bef ore other gains (losses), net f inancial expenses, equity  and income of  joint v entures, f oreign currency  exchange dif f erences, results as per adjustment

units and income taxes.
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Other gains (losses)

Other gains (losses) increased from a net loss of CLP4,478 million in 2012 to a net gain of CLP959 million in 2013. The change resulted from gains related
to hedges covering foreign exchange variations on taxes.

Income taxes

Income taxes for the twelve months ended December 31, 2013 amounted to CLP34,705 million, translating into an effective consolidated tax rate of
20.7%. Income taxes in 2012 amounted to CLP37,133 million, translating into an effective consolidated tax rate of 23.1%. Income tax decreased by
CLP2,428 million mostly due to a one-time positive effect of CLP2,510 million tax provision reversals related to deposits for returns of bottles and
containers.

Net income for the year

Net income for the twelve months ended December 31, 2013 increased 7.2% to CLP132,905 million in 2013 from CLP123,977 million in 2012, primarily as
a result of a 3.9% operating result increase and lower income taxes.

Net income attributable to equity holders of parent company

Net income attributable to equity holders of our parent company increased 7.5% from CLP114,433 million in 2012 to CLP123,036 million in 2013 for the
reasons explained in the preceding paragraphs.

Non-controlling interests

Non-controlling interests increased from CLP9,544 million in 2012 to CLP9,869 million in 2013. This increase was primarily due to higher results in Aguas
CCU Nestlé, partially offset by a higher stake in Viña San Pedro Tarapacá S.A.

 
 

80











 
 

Other gains (losses)

Our other gains decreased from a net gain of CLP3,010 million in 2011 to a net loss of CLP4,478 million in 2012. The change resulted from losses related to
hedges covering foreign exchange variations on taxes.

Income taxes

Our income taxes for 2012 amounted to CLP37,133 million, translating into an effective consolidated tax rate of 23.0%. Income taxes in 2011 amounted to
CLP45,196 million translating into an effective consolidated tax rate of 25.1%. Income tax decreased by CLP8,063 mainly due to lower profits, despite the
higher corporate income tax rate in Chile (20% in 2011 compared with 17% in 2010), (b) the effect of foreign exchange fluctuations on taxes  and Other
gains/(losses).

Net income for the year

Our net income for 2012 decreased 8.0% from CLP134,802 million in 2011 to CLP123,977 million in 2012, primarily as a result of a 6.0% Operating Result
decrease.

Net income attributable to equity holders of parent company

Our Net income attributable to equity holders of our parent company decreased 6.8% from CLP122,752 million in 2011 to CLP114,433 million in 2012 for the
reasons explained in the preceding paragraphs.

Non-controlling interests

Non-controlling interests decreased from CLP12,051 million in 2011 to CLP9,544 million in 2012. This decrease was primarily due to lower results in Viña San
Pedro Tarapacá, explained mainly by the lack of the effect of the insurance claim settlement.

 

Liquidity and Capital Resources
 
Our principal source of liquidity has been cash generated by our operating activities, which amounted to CLP167,729 million, CLP138,845 million and
CLP194,155 million during the last three years, respectively.

 
Our cash flow from operations and working capital are our primary sources to meet both our short-term and long-term obligations. In the opinion of our
management, they are sufficient for those purposes.

 
The principal component of cash flows generated by operating activities in 2013 were amounts collected from clients net of payments to suppliers of
CLP513,398 million compared to CLP464,640 million in 2012 and CLP427,187 million in 2011.

 
Due to the damage caused by the earthquake of February 27, 2010, during 2011 and 2010 the Company received from its insurance company a total cash
compensation of CLP43,618 million. Of this amount, CLP21,896 million was received in 2011, of which CLP 15,507 million was reflected in cash flows
from operating activities and the remaining CLP6,389 million was reflected in cash flows from investing activities.

 
In 2013, our cash flows from financing activities totalled inflows of CLP251,622 million compared to outflows of CLP80,167 million in 2012 and outflows of
CLP65,238 million in 2011. The principal components of cash flows used in financing activities consisted of dividends paid of CLP63,681 million
(CLP66,117 million in 2012 and CLP62,793 million in 2011), payments for changes in ownership interest in subsidiaries of CLP5,627 million (CLP
12,522 million in 2012) and repayment of bank borrowings of CLP22,343 million (CLP62,425 million and CLP6,025 million in 2011), partially offset by
proceeds from short-term borrowings of CLP12,040 million (CLP28,551 million in 2012 and CLP17,963 million in 2011), and the proceeds from long-term
borrowings were CLP10,853 million in 2013 (CLP37,607 million in 2012 and CLP6,680 million in 2011). Additionally, we received a net amount of
CLP326,663 million from our 2013 capital increase.

 
In 2013, our cash used in investment activities totalled CLP136,918 million compared to CLP134,340 million in 2012 and CLP76,240 million in 2011. The
principal components of cash used in investment activities in 2013 consisted of capital expenditures of CLP122,451 million (CLP115,768 million in 2012
and CLP75,527 million in 2011) and payments made to obtain control of subsidiaries or other businesses of CLP14,566 million (CLP19,522 million in 2012
and CLP3,257 million in 2011), partially offset by the proceeds from sale of assets of CLP1,741 million (CLP3,195 million in 2012 and CLP932 million in
2011).
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Research and Development
 
Innovation is the driver that allows CCU to meet a constantly evolving demand. Our research and development efforts to continuously satisfy the market by
introducing new products and brands, although significant, do not involve material expenditures, as we have a close relationship with the companies that
own the brands subject to license contracts. The relationship with the license owners is a constant resource in these matters as well as in the application
of production best practices, providing access to the “state of the art” techniques and knowledge in the industry.

 
In 2003, we entered into two technical agreements with Heineken Brouwerijen B.V. for assistance regarding all technical issues related to the production
and bottling of Heineken Lager, one for Chile and the other for Argentina. On October 12, 2011, we and Heineken Brouwerijen B.V. signed the Amended
and Restated versions of the Trademark License Agreements which provide us with the exclusive rights to produce, sell and distribute Heineken beer in
Chile and Argentina, in force as of January 1, 2011. These agreements have an initial term of 10 years, and shall automatically be renewed each year
(January 1) for a new period of ten years, unless any party gives notice of its decision not to renew, in which case the agreements will be in force until the
last renewal period expires.

 
In May 2004, we entered into a technical assistance agreement with Heineken Technical Services B.V.(currently Heineken Supply Chain B.V.)for certain
operational aspects of our breweries, with an initial term of one year, renewable for subsequent periods of one year each.  See “Item 6: Directors, Senior
Management and Employees” and “Item 7: Major Shareholders and Related Party Transactions.” 

 
The license agreement between CCU Argentina and Anheuser-Busch, signed in 1995, as amended, also provides us with both technical and marketing
assistance for the production and marketing of Budweiser beer brand in Argentina.  See “Item 4: Information on the Company – Business Overview –
Operating Segments Information – Our Beer Argentina Business – Production and Marketing in Argentina.”

 

Critical Accounting Policies and Practices
 
A summary of our significant accounting policies is included in Note 2 to our audited consolidated financial statements, which are included in this annual
report. The preparation of financial statements requires management to make estimates and assumptions that affect the amounts reported in the
consolidated financial statements and accompanying notes. These estimates and assumptions are based on historical experiences, changes in the
business environment and information collected from qualified external sources. However, actual results may differ from estimates under different
conditions, sometimes materially. Critical accounting policies and estimates are defined as those that are both most important to the portrayal of our
financial condition and results and/or require management’s subjective judgments. The most critical accounting policies and estimates are described
below.

 
a) Property, plant, equipment and bottles: The key judgments we must make under the property and equipment policy include the estimation of the
useful lives of our various asset types, expected residual values, the election of a method for recording depreciation, management’s judgment regarding
appropriate capitalization or expensing of costs related to fixed assets, and the evaluation of potential impairments, if any.

 
Property and equipment are stated at cost and are depreciated using the straight-line method based on the estimated useful lives of the assets.  In
estimating the useful lives (residual values are considered) we have primarily relied upon actual experience with the same or similar types of equipment
and recommendations from the manufacturers. Useful lives are based on the estimated amount of years an asset will be productive and are revised
periodically to recognize potential impacts caused by new technologies, changes to maintenance procedures, changes in utilization of the equipment, and
changing market prices of new and used equipment of the same or similar types.

 
Property and equipment assets are evaluated for possible impairment. Factors that would indicate potential impairment may include, but are not limited to,
significant decreases in the market value of the long-lived asset(s), a significant change in the long-lived asset’s physical condition and operating or cash
flow losses associated with the use of the long-lived asset. This process requires our estimate of future cash flows generated by each asset or group of
assets. For any instance where this evaluation process indicates impairment, the appropriate asset’s carrying values are written down to net realizable
value and the amount of the write-down is charged against the results of continuing operations.
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Expenditures that substantially improve and/or increase the useful life of facilities and equipment are capitalized. Other maintenance or repair costs are
charged income as incurred.

 
b) Goodwill, impairment of goodwill and intangible assets other than goodwill: Management exercises judgment in assessing goodwill and the
useful lives of other intangible assets including commercial trademarks and software programs. Judgments are also exercised for assessing potential
impairments for these kinds of assets. Goodwill is recorded as the excess of the purchase price of companies acquired over the fair value of identifiable
net assets acquired and is accounted for at its cost value less accumulated impairment losses, if any. Goodwill in the acquisition of joint ventures is
assessed for impairment as part of the investment, provided that there are signs indicating that the investment may be impaired. We annually review the
recorded value of our goodwill, or sooner if changes in circumstances indicate that the carrying amount may exceed fair value.  Recoverability of the
carrying value of the asset is determined by comparing net book value, including goodwill, to fair value based on the estimated future net cash flows of the
relevant assets. See Notes 2.14 and 2.15 to our financial statements.

 
c) Deposits for returns of bottles and containers: Deposits for returns of bottles and containers corresponds to the liabilities registered by the
guarantees of money received from customers for bottles and containers placed at their disposal and represents the value that will be returned to the
customer when it returns the bottles and containers to the Company in good condition along with the original document. This value is determined by the
estimation of the bottles and containers in circulation that are expected to be returned to the Company over a period of time based on historic experience,
physical counts held by clients and independent studies over the quantities that are in the hands of end consumers, valued at the average weighted
guarantees for each type of bottle and container.

 
The Company does not intend to make a significant repayment of these deposits within the next 12 months. However, such amounts are classified within
current liabilities, under the line Other financial liabilities, since the Company does not have the legal ability to defer this payment for a period exceeding
12 months. This liability is not discounted, since it is considered payable on demand with the original document and the return of the respective bottles
and containers, and it does not have adjustability or interest clauses of any kind.

 
d) Severance Indemnities: As of December 31, 2013, the liabilities for mandatory severance indemnities have been determined at their current actuarial
value, based on the accrued cost of the benefit, using an annual discount interest rate of 6.85% in Chile and 31.88% in Argentina.  The calculation also
considers several assumptions such as the estimated years of service that personnel will have at the date of their retirement, mortality rates and future
salary increases.

 
e) Financial instruments:  The Company recognizes a financial asset or liability in its balance sheet when it becomes subject to the contractual
stipulations of a financial instrument.  As of the date of the initial recognition, Management classifies its financial assets at fair value through profit and
loss or collectible credits and accounts depending on the purpose for which the financial assets were acquired. For those instruments not classified at fair
value through profit and loss, any cost attributable to the transaction is recognized as part of the asset value. The fair value of the instruments that are
actively quoted in formal markets is determined by the quoted price as of the financial statement closing date. For those investments without an active
market, the fair value is determined using valuation techniques including (i) the use of recent market transactions, (ii) references to the current market
value of another financial instrument of similar characteristics, (iii) discounted cash flow, and (iv) other valuation models. These assets are valued at fair
value and the income or losses originated by the change in fair value are recognized in the Consolidated Statement of Income. The assets at fair value
through profit and loss include financial assets classified as held for trading by the Company. Financial assets are classified as held for trading when
acquired with the purpose of selling them within a short term. Derivative instruments are classified as held for trading unless they are classified as hedge
instruments.
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The estimated losses from bad debts are determined by applying different percentages, taking into account maturity factors, until reaching 100% of the
balance in most of the debts older than 180 days, with the exception of those cases, in accordance with current policies, for which losses are estimated
due to partial deterioration based on a case by case analysis.

 
Loans and financial obligations accruing interest are initially recognized at the fair value of the resources obtained, less costs incurred directly attributable
to the transaction. After initial recognition, loans and obligations accruing interest are valued at their amortized cost. The difference between the net
amount received and the value to be paid is recognized in the Consolidated Statement of Income during the term of the loan, using the effective interest
rate method. Interest paid and accrued related to debts and obligations used in a financing operations appear under financial expense. Loans and
obligations accruing interest with a maturity within twelve month period are classified as current liabilities, unless the Company has the unconditional right
to defer the payment of the obligation for at least a twelve month period after the financial statement closing date.

 
f) Accounting changes:   During the year ended December 31, 2013, there have been no significant changes in the use of accounting principles or
relevant changes in any accounting estimates with regard to previous years that have affected our audited consolidated financial statements
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The principal business activities of our 2013 directors are summarized in the following table:

 
Directors Business Activities

Andrónico Luksic Chairman of CCU
John Nicolson Vice Chairman of CCU
Manuel José Noguera Legal Counsel of Quiñenco
Philippe Pasquet Director of Companies related to Heineken
Francisco Pérez Quiñenco’s CEO
Jorge Luis Ramos Director of Companies
Carlos Molina Business Development for Heineken Americas  
Vittorio Corbo Director of Companies
Pablo Granifo Chairman of Banco de Chile and VSPT

  
 
On January 13, 2003, the existing shareholders’ agreement was amended in order to allow the Schörghuber Group to sell its interest in IRSA to Heineken
Americas B.V., a subsidiary of Heineken International B.V.  On April 17, 2003, the Schörghuber Group gave Quiñenco formal notice of the sale of its interest
in IRSA to Heineken International B.V.  Currently, Heineken Chile Ltda., a Chilean limited corporation controlled by Heineken Americas B.V., owns 50% of
IRSA’s shares.  As of December 31, 2005, IRSA’s primary shareholders’ agreement gives Quiñenco the right to propose to our board of directors the
candidates for Chief Executive Officer, and to Heineken Chile Ltda. our General Comptroller and CCU Chile’s General Manager.  On the other hand, under the
agreement, neither Quiñenco nor Heineken Chile Ltda. can separately, directly or indirectly, buy or sell our shares.

 
Compensation

 
For the year ended December 31, 2013, the aggregate amount of compensation paid by us to all our directors was CLP2,025 million.

 
The board of directors’ compensation is determined by the shareholders at the annual general shareholders’ meeting. The board’s compensation, approved at
our shareholders’ meeting held on April 10, 2013, consists of an attendance fee per meeting of UF100 per board member and UF200 for the Chairman, along
with a profit-sharing amount equal to 3% of distributed dividends for all board members, proportionately.  If distributed dividends exceed 50% of our liquid
profits, the profit-sharing amount will be calculated over a maximum of 50% of our liquid profits. Additionally, board members who participate in the business
committee receive UF17 for each meeting they attend. Law N°18,046 introduced a mandatory remuneration for the board members who are members of the
directors committee, consisting of, at a minimum, one third of the remuneration a board member receives in such capacity. The rule was effective in 2010 and
the shareholders meeting of April 11, 2012 approved that this remuneration was to be paid with UF34 for each meeting the board member attends and the
remaining portion, up to the mandated one third, will be paid once the total amount of the compensation paid to the board member is known. Furthermore,
board members who sit on the audit committee receive a monthly compensation of UF25. The described compensation package was also approved for 2013
and 2014 at shareholders’ meetings held on April 10, 2013 and on April 9, 2014, respectively. 
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Additionally, pursuant to article 147 of Chapter XVI of the Chilean Corporations Act, an open stock corporation shall only be entitled to enter into a related
party transaction when it is in the interest of the company, the price, terms and conditions are similar to those prevailing in the market at the time of its
approval and the transaction complies with the requirements and procedures stated below:

 
1.  The directors, managers, administrators, principal executive officers or liquidators that have an interest or that take part in negotiations conducive to the

execution of an arrangement with a related party of the open-stock corporation, shall report it immediately to the board of directors or whomever the board
designates. Those who breach this obligation will be jointly liable for damages caused to the company and its shareholders.

 
2.  Prior to the company’s consent to a related party transaction, it must be approved by the absolute majority of the members of the board of directors, with

exclusion of the interested directors or liquidators, who nevertheless shall make public his/her/their opinion with respect to the transaction if it is so
requested by the board of directors, which opinion shall be set forth in the minutes of the meeting. Likewise, the grounds of the decision and the reasons
for excluding such directors from its adoption must also be recorded in the minutes.

 
3. The resolutions of the board of directors approving a related party transaction shall be reported at the next following shareholders' meeting, including a

reference to the directors who approved such transaction. A reference to the transaction is to be included in the notice of the respective shareholders'
meeting.

 
4.  In the event that an absolute majority of the members of the board of directors should abstain from voting, the related party transaction shall only be

executed if it is approved by the unanimous vote of the members of the board of directors not involved in such transaction, or if it is approved in a
shareholders' extraordinary meeting by two thirds of the voting shares of the company.

 
5. If a shareholders' extraordinary meeting is called to approve the transaction, the board of directors shall appoint at least one independent advisor who shall

report to the shareholders the terms of the transaction, its effects and the potential impact for the company. In the report, the independent advisor shall
include all the matters or issues the directors' committee may have expressly requested to be evaluated. The directors' committee of the company or, in
the absence of such committee, directors not involved in the transaction, shall be entitled to appoint an additional independent advisor, in the event they
disagree with the appointment made by the board.

 
The reports of the independent advisors shall be made available to the shareholders by the board on the business day immediately following their receipt
by the company, at the company’s business offices and on its internet site, for a period of at least 15 business days from the date the last report was
received from the independent advisor, and such arrangement shall be communicated to the shareholders by means of a “Relevant Fact” (Communication
sent to the SVS and the stock markets in Chile). 

 
The directors shall decide whether the transaction is in the best interest of the corporation, within five business days from the date the last report was
received from the independent advisors.

 
6.  When the directors of the company must decide on a related party transaction, they must expressly state the relationship with the transaction

counterparty or the interest involved. They shall also express their opinion on whether the transaction is in the best interest of the corporation, their
objection or objections that the directors' committee may have expressed, as well as the conclusions of the reports of the advisors. The opinions of the
directors shall be made available to the shareholders the day after they were received by the company, at the business offices of the company as well as
on its internet site, and such arrangement shall be reported by the company as a “Relevant Fact.”

 
7. Notwithstanding the applicable sanctions, any infringement of the above provisions will not affect the validity of the transaction, but it will grant the company

or the shareholders the right to sue the related party involved in the transaction for reimbursement to the company of a sum equivalent to the benefits that
the operation reported to the counterpart involved in the transaction, as well as indemnity for damages incurred. In this case, the defendant bears the
burden of proof that the transaction complies with the requirements and procedures referred to above.
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Notwithstanding the above, the following related party transactions may be executed, pursuant to letters a), b) and c) of Article 147 of the Chilean
Corporations Act, without complying with the requirements and procedures stated above, prior to authorization by the board:

 
1. Transactions that do not involve a “material amount.” For this purpose, any transaction that is both greater than 2,000 Unidades de Fomento (as of

March,31 2014, approximately CLP47,214,000) and in excess 1% of the corporation’s equity, or involving an amount in excess of 20,000 Unidades de
Fomento (as of March 31, 2014, approximately CLP472,139,000) shall be deemed to involve a material amount. All transactions executed within a 12
month period that are similar or complementary to each other, with identical parties, including related parties, or objects, shall be deemed to be a single
transaction.

 
2. Transactions that pursuant to the company’s policy of usual practice as determined by its board of directors, are in the ordinary course of business of the

company. Any agreement or resolution establishing or amending such policies shall be communicated as a “Relevant Fact” and made available to
shareholders at the company’s business offices and on its internet site, and the transaction shall be reported as a “Relevant Fact,” if applicable.

 
3. Transactions between legal entities in which the company possesses, directly or indirectly, at least 95% of the equity of the counterpart.

 
The usual practice policy adopted by the board of directors in the meeting held on January 13, 2010, as amended on July 6, 2011, remains available to
shareholders at the company’s offices in Avda. Vitacura 2670, 26 floor, Santiago, Chile, and on the web site www.ccu.cl.

 
In the ordinary course of business, we engage in a variety of transactions with some of our affiliates and related parties. Financial information concerning
these transactions is set forth in Note 16 to our consolidated financial statements.

 
Our corporate support units and strategic service units provide shared services to all the organization through service level agreements. Shared services are
provided in a centralized manner to capture the synergies between the different units.  Service level agreements are annual contracts specifying the services
to be provided as well as the variables used to measure the levels of service and their prices.  Service levels are evaluated directly by users three times a
year.

 
Additionally, our logistic subsidiaries Transportes CCU Ltda. and Comercial CCU S.A. provide logistic, warehousing and sales services on a consolidated
basis to all of our strategic business units.  These services are regulated by annual contracts specifying the services to be provided as well as the variables
used to measure the levels of service and their prices. Service levels are evaluated directly by users three times a year.

 
We engage in a variety of transactions with affiliates of the Luksic Group and Heineken, the beneficial owners of IRSA, as well as with other shareholders of
ours.  Currently, Quiñenco and Heineken Chile Ltda., a Chilean limited corporation controlled by Heineken Americas B.V., are the only shareholders of IRSA,
each with a 50% equity interest See “Item 4: Information on the Company – Organizational Structure.”

 
On November 30, 2005, we and Heineken Brouwerijen B.V. amended the license and technical assistance agreements which provide us with the exclusive
rights to produce, sell and distribute Heineken beer in Chile and Argentina commencing June 18, 2003.  These agreements have an initial term of 10 years
beginning in June 2003, renewable for subsequent periods of five years.  See “Item 4: Information on the Company – Business Overview – Our Beer Chile
business– Beer Production and Marketing in Chile” and “Item 4: Information on the Company – Business Overview – Our Beer Argentina business–
Production and Marketing in Argentina.”

 
On October 12, 2011, we and Heineken Brouwerijen B.V. signed the Amended and Restated versions of the Trademark License Agreements which provide
us with the exclusive rights to produce, sell and distribute Heineken beer in Chile and Argentina, in force as of January 1, 2011. These agreements have
an initial term of 10 years, and automatically renew each year (January 1) for a new period of ten years, unless any party gives notice of its decision not to
renew, in which case the agreements will be in force until the last renewal period expires.
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Also subject to the above license agreements, on April 24, 2006, through our subsidiary CCU Chile, we signed a brewing agreement with Heineken
Brouwerijen B.V., which provides us with the right to produce and package Heineken lager at our local brewery and for its sale and distribution in Peru,
Colombia and Ecuador by Heineken’s appointed Distributor.  This agreement commenced on April 24, 2006 for one year renewable annually.

 
Additionally, a Technical Assistance Agreement was executed with Heineken Technical Services B.V.(currently Heineken Supply Chain B.V.) on May 4,
2005, whereby the latter was appointed, on a non-exclusive basis, as our technical advisor in respect of operational aspects of our breweries, including also
special services regarding project engineering for extensions of the breweries’ capacity and construction of new  plants, assistance in development of new
products, production methods and distribution systems as well as advise on purchasing systems, among others.  This agreement has an initial term of one
year as from May 4, 2005, renewable for subsequent periods of one year each, unless either party gives not less than three months’ prior written notice to the
other of its intention to terminate this agreement.  This agreement has been renewed automatically each year.

 
Finally, in July 2014 we amended and restated the Framework Agreement entered with Banco de Chile, a Quiñenco subsidiary, which was in force as of  May
1, 2003, for the rendering of banking services to us and certain of our subsidiaries and affiliates, including, among others, payment to suppliers and
shareholders, cashier service, transportation of valuables and payment of salaries. 

 
Since the establishment of our directors committee in 2001, as required by the Chilean Corporation Act, all related party contracts have been reviewed by it,
and then approved by our board of directors, which approval also was a standard practice prior to the creation of the directors committee.  The above does not
include related party transactions executed according to the practice policy adopted on July 6, 2011 by the board of directors in respect of transactions
mentioned in letters a), b) and c) of Article 147 of the Chilean Corporations Act.  Our principal related party contracts include rental of properties, the rendering
of services and product sales.

 
108



 

 
Our principal transactions with related parties for the twelve-month period ended December 31, 2013, are detailed below:

 

Company Relationship Transaction
Amount (in millions of

CLP)

Heineken Brouw erijen B.V. Parent company related
Products sale/ license/ technical assistance/ billed

services
7,519

Heineken Italia Spa. Parent company related Purchase of products/ advertising contribution 40

Amstel Brouw erijen B.V. Parent company related License/technical assistance 70

Nestlé Waters Argentina S.A. Subsidiary shareholder Technical assistance 1

Nestlé Waters S.A. Subsidiary shareholder Royalty 156

Cervecería Kunstmann Ltda. Subsidiary shareholder Product sales/billed services 440

Comercial Patagona Ltda. Joint venture subsidiary Marketing services/products sale 2,207

Cooperativa Agrícola Control Pisquero Ltda. Subsidiary shareholder Loan/grape acquisition 8,345

Cervecería Austral S.A. Joint venture
Products purchase and sale/ royalty paid and royalty

charged/ billed services
3,590

Banco de Chile Parent company related
Product sales/ f inancial products and services/

derivates/ investments
121,555

Foods Compañía de Alimentos CCU S.A. Joint venture
Services/ product sales/ consignment sales/ interests/

remittance paid and recieved
66,414

Alusa S.A. Subsidiary related Purchase of products 1,428

Canal 13 S.P.A. Parent company related Advertising 4,398

Banchile Corredores de Bolsa S.A. Parent company related Financial investments 206,240

Soc. Agrícola y Ganadera Río Negro Ltda Related to the controller Purchase of products 163

Viña Tabalí S.A. Related to the controller Expense recovery/ invoices 47

Comarca S.A. Associate related Access fee 1,313

 
See Note 16 to our consolidated financial statements for detailed information.

 
 

Interests of Experts and Counsel
 
Not applicable.
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Compulsory minimum dividends, i.e., at least thirty percent of our net profits for each fiscal year, become due thirty days after the date on which the
annual shareholders' meeting has approved the distribution of profits in the fiscal year.  Any additional dividends approved by our shareholders become due
on the date set by our shareholders or our board of directors.

 
Accrued dividends that corporations fail to pay or make available to their shareholders within certain periods are to be adjusted from the date on which
those dividends became due and that of actual payment.  Overdue dividends will accrue yearly interest at established rates over the same period.

 
Dividends and other cash benefits unclaimed by shareholders after five years from the date on which they became due will become the property of the
Chilean Fire Department.

 
We have only one class of shares and there are therefore no preferences or limitations on the voting rights of shareholders. Each of our shareholders is
entitled to one vote per share.  In annual shareholders’ meetings, resolutions are made by a simple majority of those present, provided legal quorums are
met.  A special or extraordinary meeting generally requires an absolute majority, in other words, 50% plus one of the shares entitled to vote; however, the
Chilean Corporations Act provides that in order to carry certain motions, a two thirds majority of the outstanding voting stock is necessary.

 
Our directors are elected every three years and their terms are not staggered.  Our shareholders may accumulate their votes in favor of just one person or
distribute their votes to more than one person.  In addition, by unanimous agreement of our shareholders present and entitled to vote, the vote may be
omitted and the election made by acclamation.

 
In the event of liquidation, the Chilean Corporations Act provides that corporations may carry out distributions to shareholders on account of a
reimbursement of capital only after the payment of corporate indebtedness.

 
There are no redemption or sinking fund provisions applicable to us, nor are there any liabilities to our shareholders relating to future capital calls by us.

 
Under Chilean law, certain provisions affect any existing or prospective holder of securities as a result of the shareholder owning a substantial number of
shares.  The Chilean Securities Market Law, as modified by the 2010 amendment, establishes that (a) any person who, directly or indirectly, owns 10% or
more of the subscribed capital of an open stock corporation (the “majority shareholders”) or that, as a consequence of an acquisition of shares, attains
such percentage, and (b) all directors, liquidators, principal executive officers, administrators and managers of such corporations, regardless of the number
of shares they possess, either directly or indirectly, must report any purchase or sale of shares to the SVS and to each of the stock exchanges in Chile
where such corporation has securities listed, the day immediately following the execution of the transaction, through the technological means authorized
by the SVS. This obligation shall also apply to the acquisition or sale of contracts or securities, the price or result of which is dependant on or is
conditioned on, in whole or in a relevant part, the fluctuation or evolution of the price of such shares. In addition, majority shareholders must inform the
SVS and the stock exchanges with respect to whether the purchase is aimed at acquiring control of the corporation or just as a financial investment.

 
The Chilean Securities Market Law also provides that when one or more persons intend to take over a corporation subject to oversight by the SVS, they
must give prior public notice.  This notice must include the price to be offered per share and the conditions of the proposed transaction, including the
expected manner of acquiring the shares.

 
Finally, Chapter XXV of the Chilean Securities Market Law was enacted on December 20, 2000, to ensure that controlling shareholders share with minority
shareholders the benefits of a change of control, by requiring that certain share acquisitions be made pursuant to a tender offer. 
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In the case where the sale of the shares is made on a day that is different than the date in which the exchange is recorded, capital gains subject to
taxation in Chile may be generated.  However, following Ruling N° 3708 of the Chilean Internal Revenue Service, we will include in the deposit agreement a
provision whereby the capital gain that may be generated if the exchange date is different than the date in which the shares received in exchange for ADSs
are sold, will not be subject to taxation.  Such provision states that in the event that the exchanged shares are sold by the ADS holders in a Chilean stock
exchange on the same day in which the exchange is recorded in the shareholders’ registry of the issuer or within two business days prior to the date on
which the sale is recorded in the shareholders’ registry, the acquisition price of such exchanged shares shall be the price registered in the invoice issued
by the stock broker that participated in the sale transaction.

The distribution and exercise of preemptive rights relating to the shares of common stock will not be subject to Chilean taxation.  Amounts received for the
assignment of preemptive rights relating to the shares will be subject to both the first category tax and the Chilean withholding tax (the former being
creditable against the latter to the extent described above).

The Chilean Internal Revenue Service has not enacted any rule nor issued any ruling about the applicability of the norms explained below (referred to as
Laws Nº 19,738 and Nº 19,768) to the foreign holders of ADRs.

To the extent that our shares are actively traded on a Chilean stock exchange, foreign institutional investors who acquire our shares may benefit from a
tax exemption included in an amendment to the Chilean Income Tax Law, Law Nº 19,738 published on June 19, 2001.  The amendment established an
exemption for the payment of income tax by foreign institutional investors, such as mutual funds, pension funds and others, that obtain capital gains in the
sales through a Chilean stock exchange, a tender offer or any other system authorized by the Superintendency of Securities and Insurance, of shares of
publicly traded corporations that are significantly traded in stock exchanges.

A foreign institutional investor is an entity that is either:

a. a fund that makes public offers of its shares in a country which public debt has been rated investment grade by an international risk classification

agency qualified by the Superintendency of Securities and Insurance;

b. a fund that is registered with a regulatory entity of a country which public debt has been rated investment grade by an international risk

classification agency qualified by the Superintendency of Securities and Insurance, provided that the investments in Chile, including securities

issued abroad that represent Chilean securities, held by the fund represent less than 30.0% of its share value;

c. a fund that holds investments in Chile that represent less than 30.0% of its share value, provided that it proves that no more that 10.0% of its share

value is directly or indirectly owned by Chilean residents;

d. a pension fund that is exclusively formed by individuals that receive their pension on account of capital accumulated in the fund;

e. a fund regulated by Law Nº 18,657, or the Foreign Capital Investment Funds Law, in which case all holders of its shares must reside abroad or be

qualified as local institutional investors; or

f. any other institutional foreign investor that complies with the characteristics defined by a regulation with the prior report of the Superintendency of

Securities and Insurance and the Chilean Internal Revenue Service.
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Under current law, the U.S. dollar amount of dividends by an individual with respect to the ADSs will be subject to taxation at a maximum rate of 15% if
the dividends represent “qualified dividend income.”  Dividends paid on the ADSs will be treated as qualified dividend income if (i) the ADSs are readily
tradable on an established securities market in the United States, (ii) the U.S. holder meets the holding period requirement for the ADSs (generally more
than 60 days during the 121-day period that begins 60 days before the ex-dividend date, and (iii) we were not in the year prior to the year in which the
dividend was paid, and are not in the year in which the dividend is paid, a passive foreign investment company (“PFIC”).  The ADSs are listed on the New
York Stock Exchange, and should qualify as readily tradable on an established securities market in the United States so long as they are so listed. 
However, no assurances can be given that the ADSs will be or remain readily tradable.  Based on our audited financial statements as well as relevant
market and shareholder data, we believe that we were not treated as a PFIC for U.S. federal income tax purposes with respect to our 2013 taxable year. 
In addition, based on our audited financial statements and current expectations regarding the value and nature of our assets, the sources and nature of our
income, and relevant market and shareholder data, we do not anticipate becoming a PFIC for our 2014 taxable year.  Because these determinations are
based on the nature of our income and assets from time to time, and involve the application of complex tax rules, no assurances can be provided that we
will not be considered a PFIC for the current (or any past or future) tax year.

Based on existing guidance, it is not entirely clear whether dividends received with respect to the Common Stock (to the extent not represented by ADSs)
will be treated as qualified dividend income, because the Common Stock are not themselves listed on a U.S. exchange.  In addition, the U.S. Treasury
Department has announced its intention to promulgate rules pursuant to which holders of ADSs or preferred stock and intermediaries through whom such
securities are held will be permitted to rely on certifications from issuers to establish that dividends are treated as qualified dividends.  Because such
procedures have not yet been issued, we are not certain that we will be able to comply with them.  U.S. Holders of ADSs and Common Stock should
consult their own tax advisors regarding the availability of the reduced dividend tax rate in the light of their own particular circumstances.

Dividends paid by us generally will constitute foreign source “passive category” income and will be subject to various other limitations for U.S. foreign tax
credit purposes.  Subject to generally applicable limitations under U.S. federal income tax law, Chilean income tax imposed or withheld on such dividends,
if any, will be treated as a foreign income tax eligible for credit against a U.S. holder’s U.S. federal income tax liability (or at a U.S. holder’s election if it
does not elect to claim a foreign tax credit for any foreign income taxes paid during the taxable year, all foreign income taxes paid may instead be
deducted in computing such U.S. holder’s taxable income).  In general, special rules will apply to the calculation of foreign tax credits in respect of
dividend income that is subject to preferential rates of U.S. federal income tax.

U.S. holders should be aware that the IRS has expressed concern that parties to whom ADSs are released may be taking actions that are inconsistent
with the claiming of foreign tax credits by U.S. holders of ADSs.  Accordingly, the discussion above regarding the creditability of Chilean income tax on
dividends could be affected by future actions that may be taken by the IRS.  The rules with respect to the U.S. foreign tax credit are complex, and U.S.
holders of Common Stock or ADSs are urged to consult their own tax advisors regarding the availability of the foreign tax credit under their particular
circumstances.
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 Exchange Rate Sensitivity as of December 31, 2013    

 (millions of Ch$, except percentages and exchange rate)    
         

Contractual Maturity Date
 2014 2015 2016 2017 2018 Thereafter Total Fair Value

Debt Obligations         

Variable rate (US$)         
Short and medium term 70 2,167 10,074 - - - 12,311 132

Average int.rate Libor + 1,26%      Libor + 1,26%  
Fixed rate (US$)         

Short term 5,319      5,319 5,319
Interest rate 1.2%      1.2%  

Fixed rate (Argentina $)         
Short term 24,655 9,132 3,407 2,623 2,233 1,799 43,849 43,849

Interest rate 17.5% 15.0% 15.0% 15.0% 15.0% 15.0% 17.5%  

         
Cash and Cash         

Equivalents         
US$ 1,579      1,579 1,579

Others 4,369      4,369 4,369

TOTAL 5,948      5,948 5,948

         
Accounts Receivables         

US$ 23,341      23,341 23,341
EUR 7,263      7,263 7,263

Others 43,462      43,462 43,462

TOTAL 74,066      74,066 74,066

 

 

 
Contractual Maturity Date

Notional 2014 2015 2016 2017 2018 Thereafter Total Fair Value
amount         

Derivate Contracts (in         
thousand of US$)         

Receive US$ US$339 US$371 US$14,038     

Pay US$ US$362 US$356 US$9,749     
Pay EUR US$266 US$170 US$4,201     
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Compañía Cervecerias Unidas S.A.
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Compañía Cervecerías Unidas S.A.
Consolidated Statement of Cash Flow

December 31, 2013 
 

 

CONSOLIDATED STATEMENT OF CASH FLOW
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�&�D�V�K���D�Q�G���F�D�V�K���H�T�X�L�Y�D�O�H�Q�W�V�����I�L�Q�D�O���E�D�O�D�Q�F�H ���� ���������������������� ���������������������� ����������������������
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The accompanying notes 1 to 37 are an integral part of these consolidated financial statements.
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In the wines segment, through its subsidiary Viña San Pedro Tarapacá S.A. (“VSPT”), produces wines and sparkling, which are sold in the domestic and overseas

markets exporting to more than 80 countries. Its main brands are Cabo de Hornos, Tierras Moradas, “1865”, Castillo de Molina, Kankana del Elqui, 35 Sur, Gato,
Gato Negro, Las Encinas, Urmeneta, Manquehuito, Altaïr, Sideral, Supremo, La Celia, La Consulta, Leyda, the portfolio of Viña Santa Helena S.A. which includes

“Cuatro Estaciones” formed by Vernus, Notas de Guarda and D.O.N. (De Origen Noble), which add to Selección del Directorio, Santa Helena Reserva, Parras
Viejas, Siglo de Oro and Gran Vino. The brands´s portfolio acquired via merger of Viña Tarapacá ex Zavala S.A., includes: Gran Tarapacá, Tarapacá Reserva, León

de Tarapacá, Tarapacá Plus, Tara Pakay, Etiqueta Negra, Gran Reserva, Zavala, Misiones de Rengo, Viña Mar, Casa Rivas and Tamarí, among others.

 
In the business of sweet snacks in Chile, different products are produced under the brands Calaf, including the Duetto brand and others under which some

cookies are made. In addition, the Company has other specific brands for each product line. The joint venture in Foods Compañía de Alimentos CCU S.A. ("Foods")
also owns the Natur brand and participates in the Nutrabien brand.

 
The detail of the described licenses appears below:

 
�0�D�L�Q���E�U�D�Q�G�V���X�Q�G�H�U���O�L�F�H�Q�V�H

�/�L�F�H�Q�V�H�V �9�D�O�L�G�L�W�\���' �D�W�H

�: �D�W�W�
�V���U�L�J�L�G���S�D�F�N�D�J�L�Q�J�����H�[�F�H�S�W���F�D�U�W�R�Q �,�Q�G�H�I�L�Q�L�W�H
�3�L�V�F�R���%�D�X�]�i �,�Q�G�H�I�L�Q�L�W�H
�%�X�G�Z�H�L�V�H�U���I�R�U���$�U�J�H�Q�W�L�Q�D���D�Q�G���8�U�X�J�X�D�\ �' �H�F�H�P�E�H�U����������
�+�H�L�Q�H�N�H�Q���I�R�U���&�K�L�O�H���D�Q�G���$�U�J�H�Q�W�L�Q�D�������� �������\�H�D�U�V���U�H�Q�H�Z�D�E�O�H
�+�H�L�Q�H�N�H�Q���I�R�U���3�D�U�D�J�X�D�\�������� �1�R�Y�H�P�E�H�U����������
�3�H�S�V�L�����6�H�Y�H�Q���8�S���D�Q�G���7�p���/�L�S�W�R�Q �' �H�F�H�P�E�H�U����������
�&�U�X�V�K�����&�D�Q�D�G�D���' �U�\�����*�L�Q�J�H�U���$�O�H�����$�J�X�D���7�y�Q�L�F�D���D�Q�G���/�L�P�y�Q���6�R�G�D�� �' �H�F�H�P�E�H�U����������
�%�X�G�Z�H�L�V�H�U���I�R�U���&�K�L�O�H �' �H�F�H�P�E�H�U����������
�$�X�V�W�U�D�O �-�X�O�\����������
�*�D�W�R�U�D�G�H�������� �0�D�U�F�K����������
�1�H�J�U�D���0�R�G�H�O�R���D�Q�G���&�R�U�R�Q�D���I�R�U���$�U�J�H�Q�W�L�Q�D �' �H�F�H�P�E�H�U����������
�1�H�V�W�O�p���3�X�U�H���/�L�I�H�������� �' �H�F�H�P�E�H�U����������

  

 
(1) License for 10 years, renewable every year, for a period of 10 years automatically, under identical conditions (Rolling Contract), unless notice of non-renewal.

(2) License 10 years, renewable automatically, under identical conditions, for a period of 5 years, unless notice of non-renewal.
(3) Renewable License for 2 or 3 year period, subject to compliance with contractual conditions.
(4) Renewable License for periods of five years, subject to compliance with contractual conditions.

 
The Company’s address and main office is located in Santiago, Chile, at Avenida Vitacura Nº 2670, Las Condes district and its tax identification number (Rut) is
90,413,000-1.

 
As of December 31, 2013 the Company had a total of 6,889 employees according to the following detail:

 

 �1�X�P�E�H�U���R�I���H�P�S�O�R�\�H�V

 �3�D�U�H�Q�W���F�R�P�S�D�Q�\ �&�R�Q�V�R�O�L�G�D�W�H�G

�0�D�L�Q���(�[�H�F�X�W�L�Y�H�V ���� ������
�3�U�R�I�H�V�V�L�R�Q�D�O�V���D�Q�G���W�H�F�K�Q�L�F�L�H�Q�V ������ ����������
�: �R�U�N�H�U�V ���� ����������

�7�R�W�D�O ������ ����������

 
Compañía Cervecerías Unidas S.A. is under the control of Inversiones y Rentas S.A. (IRSA), which is the direct and indirect owner of 60.0% of the Company shares.

IRSA is currently a joint venture between Quiñenco S.A. and Heineken Chile Limitada, a company controlled by Heineken Americas B.V, each with a 50% equity
participation.
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The consolidated financial statements include the following direct and indirect significant subsidiaries where the percentage of participation represents the

economic interests at the consolidated level:

 

�6�X�E�V�L�G�L�D�U�\ �7�D�[���,�' �&�R�X�Q�W�U�\���R�I���R�U�L�J�L�Q
�)�X�Q�F�W�L�R�Q�D�O
�F�X�U�U�H�Q�F�\

�6�K�D�U�H���S�H�U�F�H�Q�W�D�J�H���G�L�U�H�F�W���D�Q�G���L�Q�G�L�U�H�F�W

�$�V���R�I���' �H�F�H�P�E�H�U������������������
�$�V���R�I���' �H�F�H�P�E�H�U��������

��������

�' �L�U�H�F�W �,�Q�G�L�U�H�F�W �7�R�W�D�O �7�R�W�D�O

�&�H�U�Y�H�U�F�H�U�D���&�&�8���&�K�L�O�H���/�W�G�D�� ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� ������������ �������������� ��������������
�(�P�E�R�W�H�O�O�D�G�R�U�D���&�K�L�O�H�Q�D�V���8�Q�L�G�D�V���6���$���������� ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� ������������ �������������� ��������������
�&�t�D�����&�H�U�Y�H�F�H�U�t�D�V���8�Q�L�G�D�G�V���$�U�J�H�Q�W�L�Q�D���6���$�� �����( �$�U�J�H�Q�W�L�Q�D �$�U�J�H�Q�W�L�Q�H���3�H�V�R�V �� �������������� �������������� ��������������
�9�L�x�D���6�D�Q���3�H�G�U�R���G�H���7�D�U�D�S�D�F�i���6���$�� ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �� �������������� �������������� ��������������
�&�R�P�S�D�x�t�D���3�L�V�T�X�H�U�D���G�H���&�K�L�O�H���6���$�� ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� �������������� �������������� ��������������
�7�U�D�Q�V�S�R�U�W�H�V���&�&�8���/�L�P�L�W�D�G�D ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� ������������ ���������������� ����������������
�&�&�8���,�Q�Y�H�V�W�P�H�Q�W�V���/�L�P�L�W�H�G �����( �,�V�O�D�V���&�D�\�P�D�Q �&�K�L�O�H�D�Q���3�H�V�R�V �������������� ������������ ���������������� ����������������
�,�Q�Y�H�U�V�L�R�Q�H�V���,�1�9�(�;���' �2�6���&�&�8���/�L�P�L�W�D�G�D ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� ������������ �������������� ��������������
�&�5�(�&�&�8���6���$�� ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� ������������ ���������������� ����������������
�)�i�E�U�L�F�D���G�H���(�Q�Y�D�V�H�V���3�O�i�V�W�L�F�R�V���6���$�� ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� ������������ �������������� ��������������
�6�R�X�W�K�H�U�Q���%�U�H�Z�H�U�L�H�V���(�V�W�D�E�O�L�V�K�P�H�Q�W �����( �9�D�G�X�]���/�H�L�F�K�W�H�Q�V�W�H�L�Q �&�K�L�O�H�D�Q���3�H�V�R�V �������������� �������������� �������������� ��������������
�&�R�P�H�U�F�L�D�O���&�&�8���6���$�� ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� �������������� �������������� ��������������
�&�&�8���,�Q�Y�H�U�V�L�R�Q�H�V���6���$���������� ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� ������������ �������������� ��������������
�0�L�O�O�D�K�X�H���6���$�� ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� �� �������������� ��������������
�$�J�X�D�V���&�&�8���1�H�V�W�O�p���&�K�L�O�H���6���$���������� ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �� �������������� �������������� ��������������
�&�R�P�S�D�x�t�D���&�H�U�Y�H�F�H�U�D���.�X�Q�V�W�P�D�Q�Q���6���$���������� ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� �� �������������� ��������������
�&�&�8���,�Q�Y�H�U�V�L�R�Q�H�V���,�,���/�L�P�L�W�D�G�D ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� �������������� ���������������� ����������������
�,�Q�Y�H�U�V�L�R�Q�H�V���,�1�9�(�;���7�5�(�6���/�L�P�L�W�D�G�D ������������������������ �&�K�L�O�H �&�K�L�O�H�D�Q���3�H�V�R�V �������������� ������������ ���������������� ����������������

        
 
In addition to the table presented above, below are the percentages of participation with voting rights, in each of the subsidiaries as of December 31, 2013 and

December 31, 2012, respectively. Each shareholder has one vote per share which he owns or represents. The percentage of participation with voting rights

represents the sum of the direct participation and indirect participation via subsidiary.
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�$�V���R�I���' �H�F�H�P�E�H�U������������������

�)�D�L�U���Y�D�O�X�H���Z�L�W�K
�F�K�D�Q�J�H�V���L�Q���L�Q�F�R�P�H

�+�H�G�J�H���G�H�U�L�Y�D�W�L�Y�H�V
�)�L�Q�D�Q�F�L�D�O���O�L�E�L�O�L�W�L�H�V

�P�H�D�V�X�U�H�G���D�W���D�P�R�U�W�L�]�H�G
�F�R�V�W

�7�R�W�D�O

�7�K�&�K�� �7�K�&�K�� �7�K�&�K�� �7�K�&�K��

�/�L�D�E�L�O�L�W�L�H�V     
�%�D�Q�N���E�R�U�U�R�Z�L�Q�J�V �� �� �������������������� ��������������������
�%�R�Q�G�V���S�D�\�D�E�O�H �� �� ���������������������� ����������������������
�)�L�Q�D�Q�F�L�D�O���O�H�D�V�H�V���R�E�O�L�J�D�W�L�R�Q�V �� �� �������������������� ��������������������
�' �H�S�R�V�L�W�V���I�R�U���U�H�W�X�U�Q���R�I���E�R�W�W�O�H�V���D�Q�G���F�R�Q�W�D�L�Q�H�U�V �� �� �������������������� ��������������������
�' �H�U�L�Y�D�W�L�Y�H���I�L�Q�D�Q�F�L�D�O���L�Q�V�W�U�X�P�H�Q�W�V �������������� �������������� �� ��������������

�7�R�W�D�O���R�W�K�H�U�V���I�L�Q�D�Q�F�L�D�O���O�L�D�E�L�O�L�O�L�W�L�H�V �������������� �������������� ���������������������� ����������������������

�$�F�F�R�X�Q�W���S�D�\�D�E�O�H�����W�U�D�G�H���D�Q�G���R�W�K�H�U���S�D�\�D�E�O�H �� �� ���������������������� ����������������������
�$�F�F�R�X�Q�W�V���S�D�\�D�E�O�H���W�R���U�H�O�D�W�H�G���H�Q�W�L�W�L�H�V �� �� ������������������ ������������������

�7�R�W�D�O �������������� �������������� ���������������������� ����������������������

 

�$�V���R�I���' �H�F�H�P�E�H�U������������������

�)�D�L�U���Y�D�O�X�H���Z�L�W�K
�F�K�D�Q�J�H�V���L�Q���L�Q�F�R�P�H

�&�D�V�K���D�Q�G���F�D�V�K
�H�T�X�L�Y�D�O�H�W�Q�V���D�Q�G���O�R�D�Q�V

�D�Q�G���D�F�F�R�X�Q�W�V
�U�H�F�H�L�Y�D�E�O�H�V

�+�H�G�J�H���G�H�U�L�Y�D�W�L�Y�H�V �7�R�W�D�O

�7�K�&�K�� �7�K�&�K�� �7�K�&�K�� �7�K�&�K��

�$�V�V�H�W�V     
�' �H�U�L�Y�D�W�L�Y�H���I�L�Q�D�Q�F�L�D�O���L�Q�V�W�U�X�P�H�Q�W�V �������������� �� ������������ ��������������

�0�D�U�N�H�W�D�E�O�H���V�H�F�X�U�L�W�L�H�V���D�Q�G���L�Q�Y�H�V�W�P�H�Q�W�V���L�Q���R�W�K�H�U���F�R�P�S�D�Q�L�H�V ������������������ �� �� ������������������

�7�R�W�D�O���R�W�K�H�U���I�L�Q�D�Q�F�L�D�O���D�V�V�H�W�V ������������������ �� ������������ ������������������

�&�D�V�K���D�Q�G���F�D�V�K���H�T�X�L�Y�D�O�H�Q�W�V �� ���������������������� �� ����������������������
�$�F�F�R�X�Q�W�V���U�H�F�H�L�Y�D�E�O�H���W�U�D�G�H���D�Q�G���R�W�K�H�U���U�H�F�H�L�Y�D�E�O�H�V�����Q�H�W�� �� ���������������������� �� ����������������������
�$�F�F�R�X�Q�W���U�H�F�H�L�Y�D�E�O�H���I�U�R�P���W�R���U�H�O�D�W�H�G���F�R�P�S�D�Q�L�H�V �� �������������������� �� ��������������������

�7�R�W�D�O ������������������ ���������������������� ������������ ����������������������

 

�$�V���R�I���' �H�F�H�P�E�H�U������������������

�)�D�L�U���Y�D�O�X�H���Z�L�W�K
�F�K�D�Q�J�H�V���L�Q���L�Q�F�R�P�H

�+�H�G�J�H���G�H�U�L�Y�D�W�L�Y�H�V
�)�L�Q�D�Q�F�L�D�O���O�L�E�L�O�L�W�L�H�V

�P�H�D�V�X�U�H�G���D�W���D�P�R�U�W�L�]�H�G
�F�R�V�W

�7�R�W�D�O

�7�K�&�K�� �7�K�&�K�� �7�K�&�K�� �7�K�&�K��

�/�L�D�E�L�O�L�W�L�H�V     
�%�D�Q�N���E�R�U�U�R�Z�L�Q�J�V �� �� �������������������� ��������������������
�%�R�Q�G�V���S�D�\�D�E�O�H �� �� ���������������������� ����������������������
�)�L�Q�D�Q�F�L�D�O���O�H�D�V�H�V���R�E�O�L�J�D�W�L�R�Q�V �� �� �������������������� ��������������������
�' �H�S�R�V�L�W�V���I�R�U���U�H�W�X�U�Q���R�I���E�R�W�W�O�H�V���D�Q�G���F�R�Q�W�D�L�Q�H�U�V �� �� �������������������� ��������������������
�' �H�U�L�Y�D�W�L�Y�H���I�L�Q�D�Q�F�L�D�O���L�Q�V�W�U�X�P�H�Q�W�V �������������� �������������� �� ��������������

�7�R�W�D�O���R�W�K�H�U�V���I�L�Q�D�Q�F�L�D�O���O�L�D�E�L�O�L�O�L�W�L�H�V �������������� �������������� ���������������������� ����������������������

�$�F�F�R�X�Q�W���S�D�\�D�E�O�H�����W�U�D�G�H���D�Q�G���R�W�K�H�U���S�D�\�D�E�O�H �� �� ���������������������� ����������������������
�$�F�F�R�X�Q�W�V���S�D�\�D�E�O�H���W�R���U�H�O�D�W�H�G���H�Q�W�L�W�L�H�V �� �� �������������������� ��������������������

�7�R�W�D�O �������������� �������������� ���������������������� ����������������������
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Compañía Cervecerías Unidas S.A.

Notes to the Consolidated Financial Statements

December 31, 2013 
 

 
The change in the severance indemnity during the year ended as of December 31, 2012 and 2013 was as follows:

 

�6�H�Y�H�U�D�Q�F�H���,�Q�G�H�P�Q�L�W�\
�6�H�Y�H�U�D�Q�F�H���,�Q�G�H�P�Q�L�W�\

�7�K�&�K��

�%�D�O�D�Q�F�H���D�V���R�I���-�D�Q�X�D�U�\���������������� ��������������������

�&�X�U�U�H�Q�W���F�R�V�W���R�I���V�H�U�Y�L�F�H ��������������
�,�Q�W�H�U�H�V�W���F�R�V�W ������������������
�$�F�W�X�D�U�L�D�O���O�R�V�V ����������������������
�3�D�L�G���X�S���E�H�Q�H�I�L�W�V ������������������
�3�D�V�W���V�H�U�Y�L�F�H���F�R�V�W ��������������
�2�W�K�H�U�V ������������������
�$�V���R�I���' �H�F�H�P�E�H�U������������������ ��������������������

�&�X�U�U�H�Q�W���F�R�V�W���R�I���V�H�U�Y�L�F�H ��������������

�,�Q�W�H�U�H�V�W���F�R�V�W ������������������

�$�F�W�X�D�U�L�D�O���O�R�V�V ��������������

�3�D�L�G���X�S���E�H�Q�H�I�L�W�V ������������������

�3�D�V�W���V�H�U�Y�L�F�H���F�R�V�W ��������������

�2�W�K�H�U�V ������������������

�0�R�Y�H�P�H�Q�W�V���R�I���W�K�H���\�H�D�U ������������������

�$�V���R�I���' �H�F�H�P�E�H�U������������������ ��������������������

 
The figures recorded in the Consolidated Statement of Income as of December 31, 2013, 2012 and 2011, are as follows:

 

�(�[�S�H�Q�V�H���U�H�F�R�J�Q�L�]�H�G���I�R�U���V�H�Y�H�U�D�Q�F�H���L�Q�G�H�P�Q�L�W�\

�)�R�U���W�K�H���\�H�D�U�V���H�Q�G�H�G���D�V���R�I���' �H�F�H�P�E�H�U��������

�������� �������� ��������

�7�K�&�K�� �7�K�&�K�� �7�K�&�K��

�&�X�U�U�H�Q�W���F�R�V�W���R�I���V�H�U�Y�L�F�H �������������� �������������� ��������������

�,�Q�W�H�U�H�V�W���F�R�V�W �� ������������������ ������������������

�3�D�V�W���V�H�U�Y�L�F�H���F�R�V�W �������������� �������������� ��������������

�$�F�W�X�D�U�L�D�O�����*�D�L�Q�����O�R�V�V �� ���������������������� ��������������

�1�R�Q���S�U�R�Y�L�G�H�G���S�D�L�G���E�H�Q�H�I�L�W�V ������������������ ������������������ ������������������

�2�W�K�H�U ������������������ �������������� ������������������

�7�R�W�D�O���H�[�S�H�Q�V�H���U�H�F�R�J�Q�L�]�H�G���L�Q���&�R�Q�V�R�O�L�G�D�W�H�G���6�W�D�W�H�P�H�Q�W���R�I���,�Q�F�R�P�H ������������������ �������������� ������������������
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Compañía Cervecerías Unidas S.A.

Notes to the Consolidated Financial Statements

December 31, 2013 
 

 
Non-Current assets are denominated in the following currencies:

 

�1�2�1���&�8�5�5�(�1�7���$�6�6�(�7�6
�$�V���R�I���' �H�F�H�P�E�H�U������������������ �$�V���R�I���' �H�F�H�P�E�H�U������������������

�7�K�&�K�� �7�K�&�K��

�1�R�Q���F�X�U�U�H�Q�W���D�V�V�H�W�V   
�2�W�K�H�U���I�L�Q�D�Q�F�L�D�O���D�V�V�H�W�V ������������ ������������

�8�6�' ������������ ������������

�2�W�K�H�U���Q�R�Q���I�L�Q�D�Q�F�L�D�O���D�V�V�H�W�V �������������������� ��������������������

�&�/�3 �������������������� ��������������������

���$�5�* ������������������ ������������������

�$�F�F�R�X�Q�W�V���U�H�F�H�L�Y�D�E�O�H���I�U�R�P���U�H�O�D�W�H�G���F�R�P�S�D�Q�L�H�V �������������� ��������������

�8���)�� �������������� ��������������

�,�Q�Y�H�V�W�P�H�Q�W�V���D�F�F�R�X�Q�W�H�G���I�R�U���X�V�L�Q�J���W�K�H���H�T�X�L�W�\���P�H�W�K�R�G �������������������� ��������������������

�&�/�3 �������������������� ��������������������

���$�5�* ������������ ������������

�,�Q�W�D�Q�J�L�E�O�H���D�V�V�H�W�V���G�L�I�I�H�U�H�Q�W���W�K�D�Q���J�R�R�G�Z�L�O�O �������������������� ��������������������

�&�/�3 �������������������� ��������������������

���$�5�* �������������������� ��������������������

�8�<�8 ������������������ ��

�*�R�R�G�Z�L�O�O �������������������� ��������������������

�&�/�3 �������������������� ��������������������

�8�6�' ������������������ ��

���$�5�* �������������������� ��������������������

�3�U�R�S�H�U�W�\�����S�O�D�Q�W���D�Q�G���H�T�X�L�S�P�H�Q�W�����Q�H�W�� ���������������������� ����������������������

�&�/�3 ���������������������� ����������������������

���$�5�* �������������������� ��������������������

�8�<�8 ������������������ ��

�%�L�R�O�R�J�L�F�D�O���D�V�V�H�W�V �������������������� ��������������������

�&�/�3 �������������������� ��������������������

���$�5�* �������������� ��������������

�,�Q�Y�H�V�W�P�H�Q�W���S�U�R�S�H�U�W�\ ������������������ ������������������

�&�/�3 ������������������ ������������������

���$�5�* ������������������ ������������������

�' �H�I�H�U�U�H�G���W�D�[���D�V�V�H�W�V �������������������� ��������������������

�&�/�3 �������������������� ��������������������

���$�5�* ������������������ ������������������

�8�<�8 �������������� ��

�7�R�W�D�O���Q�R�Q���F�X�U�U�H�Q�W���D�V�V�H�W�V ���������������������� ����������������������

   

   
�&�/�3 ���������������������� ����������������������

�8���)�� �������������� ��������������

�8�6�' ������������������ ������������

���$�5�* ���������������������� ����������������������

�8�<�8 �������������������� ��

�7�R�W�D�O���Q�R�Q���F�X�U�U�H�Q�W���D�V�V�H�W�V���E�\���F�X�U�U�H�Q�F�L�H�V ���������������������� ����������������������
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Compañía Cervecerías Unidas S.A.

Notes to the Consolidated Financial Statements

December 31, 2013 
 

 
Current liabilities are denominated in the following currencies:

 

�&�8�5�5�(�1�7���/�,�$�%�,�/�,�7�,�(�6

�$�V���R�I���' �H�F�H�P�E�H�U������������������ �$�V���R�I���' �H�F�H�P�E�H�U������������������

�8�Q�W�L�O���������G�D�\�V
�0�R�U�H���W�K�H���������G�D�\�V���X�Q�W�L�O

�����\�H�D�U
�8�Q�W�L�O���������G�D�\�V

�0�R�U�H���W�K�H���������G�D�\�V���X�Q�W�L�O����
�\�H�D�U

�7�K�&�K�� �7�K�&�K�� �7�K�&�K�� �7�K�&�K��

�&�X�U�U�H�Q�W���O�L�D�E�L�O�L�W�L�H�V     
�2�W�K�H�U���I�L�Q�D�Q�F�L�D�O���O�L�D�E�L�O�L�W�L�H�V �������������������� �������������������� �������������������� ��������������������

�&�/�3 �������������� �������������������� ������������������ ��������������������

�8���)�� �������������������� ������������������ ������������������ ������������������

�8�6�' ������������������ ������������������ �������������� ������������������

�(�X�U�R�V �������������� ������������������ �������������� ��

���$�5�* ������������������ �������������������� �������������������� ������������������

�8�<�8 ������������������ �� �� ��

�2�W�K�H�U�V���F�X�U�U�H�Q�F�L�H�V ������������ �� �� ��

�$�F�F�R�X�Q�W���S�D�\�D�E�O�H�������W�U�D�G�H���D�Q�G���R�W�K�H�U���S�D�\�D�E�O�H�V ���������������������� �������������� ���������������������� ��������������

�&�/�3 ���������������������� �������������� ���������������������� ��������������

�8�6�' �������������������� �� �������������������� ������������

�(�X�U�R�V ������������������ �� ������������������ ��

���$�5�* �������������������� �� �������������������� ��

�8�<�8 ������������������ �� �� ��

�2�W�K�H�U�V���F�X�U�U�H�Q�F�L�H�V �������������� �� �������������� ��

�$�F�F�R�X�Q�W�V���S�D�\�D�E�O�H���W�R���U�H�O�D�W�H�G���F�R�P�S�D�Q�L�H�V ������������������ �� ������������������ ��

�&�/�3 ������������������ �� ������������������ ��

�8���)�� �� �� �������������� ��

�(�X�U�R�V ������������������ �� ������������������ ��

�2�W�K�H�U���V�K�R�U�W���W�H�U�P���S�U�R�Y�L�V�R�Q�V �������������� �������������� �������������� ��

�&�/�3 �� �������������� ���������� ��

���$�5�* �������������� �� �������������� ��

�7�D�[���O�L�D�E�L�O�L�W�L�H�V ������������������ ������������������ �� ������������������

�&�/�3 ������������������ ������������������ �� ������������������

���$�5�* �� ������������������ �� ������������������

�8�<�8 ������������ �� �� ��

�(�P�S�O�R�\�H�H���E�H�Q�H�I�L�W�V���S�U�R�Y�L�V�L�R�Q�V ������������������ �������������������� ������������������ ��������������������

�&�/�3 �� �������������������� �� ��������������������

���$�5�* ������������������ �� ������������������ ��

�8�<�8 �������������� �� �� ��

�2�W�K�H�U���Q�R�Q���I�L�Q�D�Q�F�L�D�O���O�L�D�E�L�O�L�W�L�H�V �������������������� �������������������� �������������������� ������������������

�&�/�3 �������������������� �������������������� �������������������� ������������������

���$�5�* ������������ �� ������������ ������������

�7�R�W�D�O���F�X�U�U�H�Q�W���O�L�D�E�L�O�L�W�L�H�V ���������������������� ���������������������� ���������������������� ��������������������

     
     
�&�/�3 ���������������������� �������������������� ���������������������� ��������������������
�8���)�� �������������������� ������������������ ������������������ ������������������
�8�6�' �������������������� ������������������ �������������������� ������������������
�(�X�U�R�V ������������������ ������������������ �������������������� ��
���$�5�* �������������������� �������������������� �������������������� ������������������
�8�<�8 ������������������ �� �� ��
�2�W�K�H�U�V���F�X�U�U�H�Q�F�L�H�V �������������� �� �������������� ��

�7�R�W�D�O���F�X�U�U�H�Q�W���O�L�D�E�L�O�L�W�L�H�V���E�\���F�X�U�U�H�Q�F�\ ���������������������� ���������������������� ���������������������� ��������������������
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