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KPMG Auditores Independentes

Rua Desembargador Leite Albuquerque, 635

Sala 501 e 502 - Aldeota

60150-150 - Fortaleza/CE - Brasil

Telefone +55 (85) 3307-5100, Fax +55 (85) 3307-5101
www.kpmg.com.br

Independent auditors’ report on review of interim financial
statements

To
Directors and shareholders of Trés Coracg@es Alimentos S.A.
Eusébio - Ceara

Introduction
We have reviewed the accompanying 30 September 2016 condensed consolidated interim financial
statements of Trés Coracdes Alimentos S.A. (“the Company”), which comprises:

e the condensed consolidated statement of financial position as at 30 September 2016;

e the condensed consolidated statement of income and other comprehensive income for the three
and nine month periods ended 30 September 2016;

e the condensed consolidated statement of changes in equity for the three and nine month periods
ended 30 September 2016;

e the condensed consolidated statement of cash flows for the three and nine month period ended
30 September 2016; and

e the notes to the condensed consolidated interim financial statements.

Management is responsible for the preparation and fair presentation of these condensed consolidated
interim financial statements in accordance with IAS 34‘Interim Financial Reporting’. Our
responsibility is to express a conclusion on these condensed consolidated interim financial statements
based on our review.

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements
2410, “Review of Interim Financial Statement Performed by the Independent Auditor of the Entity”.
A review of interim financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we
do not express an audit opinion.

Conclusion



Based on our review, nothing has come to our attention that causes us to believe that the
accompanying 30 September 2016 condensed consolidated interim financial statements are not
prepared in all material respects in accordance with IAS 34, ‘Interim Financial Reporting’.

Fortaleza, 04 November 2016

KPMG Auditores Independentes
CRC 2SP014428/0-6

Jodo Alberto da Silva Neto
CRC RS-048980/0-0 T-CE



Trés CoragOes Alimentos S.A.
Condensed consolidated interim financial statements as
of and for the three and nine month periods ended on

Trés Coragdes Alimentos S.A. 30 September 2016 and 2015and independent auditors’
limited review report on c_ond_ensed_ consolidated
Consolidated interim statements of financial position as of 30 September 2016 and 31 December 2015 interim financial statements

(In thousand of Brazilian Reais)

30 September 31 December 30 September 31 December
Assets 2016 2015 Liabilities 2016 2015
(Reclassified) (Reclassified)
Current Current
Cash and cash equivalents 37,307 159,996 Short term loans 207,743 194,222
Deposits 1,977 3,478 Trade payables 113,485 101,180
Trade receivables 370,550 304,652 Income tax payables 5,789 1,056
Inventories 399,439 277,283 Employees and other payroll related liabilities 50,630 33,876
Recoverable taxes 23,531 18,813 Proposed dividends 100,001 100,001
Income tax receivable 7,181 6,594 Payable taxes 17,337 16,371
Derivative instruments 376 - Other current liabilities 35,521 23,239
Other current assets 16,726 14,117
530,506 469,945
857,087 784,933 Non-current
Non-current Long term loans 166,610 184,567
Judicial deposits 8,365 8,799 Proposed dividends - 34,548
Other non-current assets 9,965 10,135 Other non-current liabilities 2,511 -
Deferred tax assets 14,668 23,324 Deferred tax liabilities 9,851 11,424
Investments 4487 - Provision for legal proceedings 19,334 20,688
Fixed assets 234,242 231,134
Intangible assets 268,773 195,219 198,306 251,227
540,500 468,611 Equity
Share capital 272,370 272,370
Translation reserve (96,660) (105,500)
Retained earnings 493,065 365,502
668,775 532,372
1,397,587 1,253,544 1,397,587 1,253,544
5

The accompanying notes are an integral part of these consolidated financial statements.



Trés CoragOes Alimentos S.A.

Condensed consolidated interim financial statements as
of and for the three and nine month periods ended on
30 September 2016 and 2015and independent auditors’
limited review report on condensed consolidated
interim financial statements

Trés Coracdes Alimentos S.A.
Consolidated Interim Statements of Income

Nine and three month periods ended 30 September 2016 and 2015

(In thousand of Brazilian Reais)

Nine months period ended Three months period ended

30 September 30 September
2016 2015 2016 2015
Revenue 2,170,441 1,825,264 787,293 647,547
Cost of sales (1,581,548) (1,284,131) (565,362) (462,244)
Gross profit 588,893 541,133 221,931 185,303
Selling and marketing expenses (338,836) (327,795) (117,297) (117,656)
General and administrative expenses (65,544) (58,309) (24,477) (21,164)
Equity method (118) - (115) -
Other income (expenses), net 383 (145) 155 (224)
Operating profit 184,778 154,884 80,197 46,259
Finance income 9,721 5,012 2,098 1,873
Finance expenses (23,051) (31,846) (9,658) (17,043)
Profit before income tax 171,448 128,050 72,637 31,089
Income tax expenses (41,590) (16,764) (15,884) (3,804)
Profit for the period 129,858 111,286 56,753 27,285

The accompanying notes are an integral part of these consolidated financial statements.
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Condensed consolidated interim financial statements as
of and for the three and nine month periods ended on
30 September 2016 and 2015and independent auditors’
limited reviewreport on condensed consolidated
interim financial statements

Trés CoragOes Alimentos S.A.

Consolidated Interim Statements of Comprehensive Income
Nine and three month periods ended 30 September 2016 and 2015

(In thousand of Brazilian Reais)

Nine months period ended Three months period ended

30 September 30 September
2016 2015 2016 2015
Profit for the period 129,858 111,286 56,753 27,285
Foreign currency translation differences 8,840 (29,803) 1,550 (16,501)
Comprehensive income for the period 138,698 81,483 58,303 10,784

The accompanying notes are an integral part of these consolidated financial statements.



Trés Coragdes Alimentos S.A.

Consolidated Interim Statements of Changes in Equity
Three month periods ended 30 September 2016 and 2015

(In thousand of Brazilian Reais)

Trés CoragOes Alimentos S.A.

Condensed consolidated interim financial statements as
of and for the three and nine month periods ended on
30 September 2016 and 2015and independent auditors’
limited reviewreport on condensed consolidated
interim financial statements

Retained earnings

Share Legal Tax Profit to Translation Accumulated
capital reserve incentives distribute adjustments profit Total
Balance as of 30 June, 2015 272,370 28,226 138,984 175,726 (81,876) - 533430
Profit for the period - - - - - 27,285 27,285
Other comprehensive gain:
Foreign currency translation differences - - - - (16,501) - (16,501)
Total other comprehensive gain: - - - - (16,501) 27,285 10,784
Internal equity changes
State VAT and Federal tax incentives - - 8,376 - - (8,376) -
Profit destination:
Legal reserve - 1,364 - - - (1,364) -
Reserve for profit to be distributed - - - 17,545 - (17,545) -
- 1,364 8,376 17,545 - (27,285) -
Balance as of 30 September, 2015 272,370 29,590 147,360 193271 (98,377) - 544,214
Balance as of 30 June, 2016 272,370 36,371 177,125 223,666 (98,210) - 611,322
Profit for the period - - - - - 56,753 56,753
Other comprehensive gain:
Foreign currency translation differences - - - - 1,550 - 1,550
Total other comprehensive gain: - - - - 1,550 56,753 58,303
Internal equity changes
State VAT and Federal tax incentives - - 10,673 - - (10,673) -
Profit destination:
Legal reserve - 2,838 - - - (2,838) -
Revaluation reserve adjustment in investee - - - (850) - - (850)
Reserve for profit to be distributed - - - 43,242 - (43,242) -
- 2,838 10,673 42,392 - (56,753) (850)
Balance as of 30 September, 2016 272,370 39,209 187,798 266,058 (96,660) - 668,775

The accompanying notes are an integral part of these consolidated financial statements.



Trés CoragOes Alimentos S.A.

Trés Coragdes Alimentos S.A. Condensed consolidated interim financial statements as
of and for the three and nine month periods ended on

Consolidated Statements of Changes in Equity 30 September 2016 and 2015and independent auditors’
limited reviewreport on condensed consolidated

Nine month periods ended 30 September 2016 and 2015 interim financial statements

(In thousand of Brazilian Reais)

Retained earnings

Share Legal Tax Profit to Translation Accumulated
capital reserve incentives distribute adjustments profit Total
Balance as of 31 December, 2014 271,669 24,026 115,667 122,669 (68,574) - 465,457
Dividends distributed relative to 2014 - - - (2,726) - - (2,726)
Profit for the period - - - - - 111,286 111,286
Other comprehensive gain:
Foreign currency translation differences - - - - (29,803) - (29,803)
Total other comprehensive gain: - - - - (29,803) 111,286 81,483
Internal equity changes
Capitalization of tax incentive 701 - (701) - - - -
State VAT and Federal tax incentives - - 32,394 - - (32,394) -
Profit destination:
Legal reserve - 5,564 - - - (5,564) -
Reserve for profit to be distributed - - - 73,328 - (73,328) -
701 5564 31,693 73,328 - (111,286) -
Balance as of 30 September, 2015 272,370 29,590 147,360 193,271 (98,377) - 544,214
Balance as of 31 December, 2015 272,370 32,716 157,782 175,004 (105,500) - 532,372
Dividends distributed - - - (1,445) - - (1,445)
Profit for the period - - - - - 129,858 129,858
Other comprehensive loss:
Foreign currency translation differences - - - - 8,840 - 8,840
Total other comprehensive loss: - - - - 8,840 129,858 138,698
Internal equity changes
State VAT and Federal tax incentives - - 30,016 - - (30,016) -
Profit destination:
Legal reserve - 6,493 - - - (6,493) -
Revaluation reserve adjustment in investee - - - (850) - - (850)
Reserve for profit to be distributed - - - 93,349 - (93,349) -
- 6493 30,016 92,499 - (129,858) (850)
Balance as of 30 September, 2016 272,370 39,209 187,798 266,058 (96,660) - 668,775

The accompanying notes are an integral part of these consolidated financial statements.



Trés Coragbes Alimentos S.A.

Consolidated Interim Statements of Cash Flows
Nine and three month periods ended 30 September 2016 and 2015

(In thousand of Brazilian Reais)

Cash flows from operating activities

Profit for the period
Adjustments for:

Depreciation and amortization
Provision for legal proceedings
Equivalence
Other expenses (income), net
Financing expenses, net
Income tax expenses

Interest paid, net
Income tax paid

Change in:
Trade receivables
Inventories
Recoverable and payable taxes, net
Derivatives, net
Judicial deposits
Trade payables
Employees and other payroll related liabilities
Other current and non-current assets and liabilities, net

Net cash flows provided by (used in) operating activities

Cash flows from investing activities
Change in deposits
Payment for acquisition of operations
Share capital increase in joint-venture
Proceeds from sales of fixed assets
Acquisition of fixed assets
Investments in intangible assets
Long-term loans to related parties

Net cash flows used in investing activities
Cash flows from financing activities

Proceeds from loans

Repayment of loans

Dividend paid

Net cash flows provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents as of beginning of period
Cash and cash equivalents as of end of period
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Trés CoragOes Alimentos S.A.

Condensed consolidated interim financial statements as
of and for the three and nine month periods ended on
30 September 2016 and 2015and independent auditors’
limited reviewreport on condensed consolidated
interim financial statements

Nine months period ended Three months period ended

30 September 30 September
2016 2015 2016 2015
(Reclassified) (Reclassified)
129,858 111,286 56,753 27,285
21,936 18,992 7,618 6,603
(1,354) (402) (136) (488)
118 - 115 -
(383) 145 (155) 224
13,330 26,834 7,560 15,170
41,590 16,764 15,884 3,804
(16,909) (8,870) (8,293) (3,864)
(31,211) (20,259) (18,215) (7,319)
156,975 144,490 61,131 41,415
(67,863) 8,925 8,514 37,075
(116,275) (101,563) (114,100) (85,445)
(3752) 681 (6,335) 4,390
(376) - (376) -
434 (425) (123) (134)
2,218 14,443 (6,416) (2,148)
16,754 11,576 4,636 1,070
(5,998) (13,323) (7,448) (3,554)
(17,883) 64,804 (60,517) (7,331)
1,223 991 3,765 (1,668)
(53582) (1,980) - -
(4,605) - - -
1,529 2,357 361 388
(26,935) (28,845) (7,230) (9,661)
(3,701) (4,341) (1,340) (2,537)
- (33) - -
(86,071) (31,851) (4,444) (13478)
280,276 258,347 114,318 214,709
(263,018) (242,081) (72,194) (78,903)
(35,993) (2,726) - -
(18,735) 13,540 42,124 135,806
(122,689) 46,493 (22,837) 114,997
159,996 87,775 60,144 19,271
37,307 134,268 37,307 134,268
(122,689) 46,493 (22,837) 114,997

The accompanying notes are an integral part of these consolidated financial statements.



Trés CoragOes Alimentos S.A.

Condensed consolidated interim financial statements as
of and for the three and nine month periods ended on
30 September 2016 and 2015and independent auditors’
limited reviewreport on condensed consolidated
interim financial statements

Notes to the condensed consolidated interim financial
statements

(Amounts in thousands of Brazilian reais, unless otherwise stated)

Reporting entity

Trés Coragdes Alimentos S.A. and its controlled entities are an industrial and commercial group
of companies, which operates in Brazil, in producing and selling branded coffee products,
multibeverage single portion capsules and machines, powdered juices, chocolate drinks and corn
meal products. The Group is also active in green coffee exports, lending Away-From-Home
machines and operation of cafeterias.

The Company controls the entities Cafeterias Trés Coragdes Ltda., and Café Trés Coragdes
S.A., which controls the entities 3Coraces Sul Comércio Atacadista de Produtos Alimenticios
Ltda. (former Polo Participacdes Ltda.) and Principal Comércio e Industria de Café Ltda., all
together referred to as “the Group”. The Company is part in a joint-venture with Caffitaly
System S.P.A., according to which each part owns 50% of 3Caffi IndUstria e Comércio de
Capsulas S.A. (“3Cafti”). 3Caffi is not consolidated in this report, since the Company does not
control it.

The Company is located at Rua Santa Clara, 100, Parque Santa Clara, Eusébio, Cear4, Brazil.

The Group is currently the largest group in roasted and ground coffee business in Brazil, and
owns the coffee and other food brands of Santa Clara, Kimimo, Trés Coracdes, Pimpinela,
Principal, Fino Grao, Café Doutor, Café Opc¢do, Café Divindpolis, Café Geronymo, Estrada
Real, Café Leticia, Itamaraty, Londrina, Claralate, Dona Clara, Claramil, Frisco, Tornado, Tres,
Iguacu, Cruzeiro and Amigo.

The Group’s industrial facilities are located in the states of Ceara, Rio Grande do Norte, Minas
Gerais and Rio de Janeiro, and its distribution centers are located in all states of Brazil. In
addition to that, the Group owns green coffee processing plants in the states of Minas Gerais and
Bahia. Part of the facilities used by the Group is leased from one of its related parties, Trés
Corac0es Imdveis Armazéns Gerais e Servicos Ltda., which is not consolidated in this report,
since it is not part of the Group structure presented below. Trés Coragfes Imoveis Armazéns
Gerais e Servicos Ltda. is owned by Sdo Miguel Holding e Investimentos S.A. (50%) and
Strauss Coffee B.V. (50%).
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Condensed consolidated interim financial statements as
of and for the three and nine month periods ended on
30 September 2016 and 2015and independent auditors’
limited reviewreport on condensed consolidated
interim financial statements

As of 30 September 2016, the Group had the following structure:

Strauss Coffee B.V Sdo Miguel Fundo
50% 50%
Trés CoragOes Caffitaly System
Alimentos S.A SPA
99.9% 99.9% 50% 50%
Café Trés Coragdes Cafeterias Trés 3Catfi I’nd}lstna ¢
S.A Coragdes Ltda Coméreio de
| ' Capsulas S.A
99.9% 99.9%
A
3Corag¢des Sul
Comeércio Atacadista Principal Ind. E
de Produtos Com. Ltda.
Alimenticios Ltda.

Basis of preparation

Statement of compliance

These condensed consolidated interim financial statements have been prepared in accordance
with IAS 34 regarding interim financial reporting. These condensed consolidated interim
financial statements does not include all of the information required for full annual financial
statements, and should be read in conjunction with the IFRS audited financial statements of the
Company as of 31 December 2015 and for the year then ended, together with its accompanying
notes (hereinafter - the "Annual Financial Statements").

These condensed consolidated interim financial statements were authorized for issue by the
Company’s Management on 04 November 2016.

Significant accounting policies

The accounting principles applied by the Company in preparing these condensed consolidated
interim financial statements are consistent with the principles applied by the Company in
preparing its audited Annual Financial Statements as of 31 December 2015 and have been
applied consistently to all entities of the Group.

12



Net cash flows used in financing activities

Trés CoragOes Alimentos S.A.

Condensed consolidated interim financial statements as
of and for the three and nine month periods ended on
30 September 2016 and 2015and independent auditors’
limited reviewreport on condensed consolidated
interim financial statements

Reclassification

Reclassification of 30 September 2015 financial statements of fixed assets acquired
through loans and borrowings

Fixed assets purchased through loans and borrowings were presented in the financial statements
as of 30 September 2015 as a cash outflow in the cash flows from investing activities, while
cash inflows were presented as cash flows from financing activities, following the new loans or
borrowings contracted.

When preparing these 30 September 2016 condensed consolidated interim financial statements,
Management decided to treat these acquisitions as non-cash activities, once the funds raised
with the loans or borrowings are directly transferred by the banks to the supplier. The
reclassification effect in the consolidated interim statement of cash flows for the three and nine-
month periods ended 30 September 2015 is presented below:

Originally Fixed assets
presented purchased with Reclassified
nine month period through loans and nine month period
ended 30 September, borrowings ended 30
2015 reclassification September, 2015
Cash flows from investing activities
Change in deposits 991 - 991
Payment for acquisition of operations (1,980) - (1,980)
Proceeds from sales of fixed assets 2,357 - 2,357
Acquisitions of fixed assets (34,267) 5,422 (28,845)
Investments in intangible assets (4,341) - (4,341)
Long-term loans to related parties (33) - (33)
Net cash flows used in investing activities (37,273) 5,422 (31,851)
Cash flows from financing activities
Proceeds from loans 267,074 (8,727) 258,347
Repayment of loans (245,386) 3,305 (242,081)
Dividend paid (2,726) - (2,726)
18,962 (5,422) 13,540
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30 September 2016 and 2015and independent auditors’

limited reviewreport on condensed consolidated

interim financial statements

Originally Fixed assets
presented purchased with Reclassified
three month period through loans and three month period
ended 30 September, borrowings ended 30
2015 reclassification September, 2015
Cash flows from investing activities
Change in deposits (1,668) - (1,668)
Proceeds from sales of fixed assets 388 - 388
Acquisitions of fixed assets (8,491) (1,170) (9,661)
Investments in intangible assets (2,537) - (2,537)
Net cash flows used in investing activities (12,308) (,170) (13,478)
Cash flows from financing activities
Proceeds from loans 214,858 (149) 214,709
Repayment of loans (80,222) 1,319 (78,903)
Dividend paid - - -
Net cash flows used in financing activities
134,636 1,170 135,806

Reclassification of 31 December 2015 financial statements judicial deposit

The Group has a legal obligation to pay the Accident Prevention Factor (FAP), but in
accordance with its assessment of the assigned FAP percentage, Management understands the
applied percentage should be lower.

Due to the above, the amount paid in excess was recorded as judicial deposit, and a provision
was made as employees and other payroll related liabilities. Both the provision and the deposit
will be settled on a net basis when the legal issue is concluded, and therefore Management
decided to present both in the net position.

The amount reclassified from judicial deposits to employees and other payroll related liabilities
as of 31 December 2015 is R$ 6,605.

Material events during the reported period
5.1 Caffi Industria e Comércio de Capsulas S.A. (“3Caffi”)

On 10 May 2016, Caffitaly System S.p.A. purchased 50% of the Company’s existing shares in
3Caffi, in the amount of R$ 5, then subscribed new shares issued by 3Caffi in the amount of R$
4,995, of which it paid-in the amount of R$ 4,600. On the same date, the Company increased its
participation in 3Caffi share capital subscribing new shares in the amount of R$ 4,995, of which
it paid-in the amount of R$ 4,600 through capitalization of the Advance for Future Increase of
Share Capital made by the Company on February 18, 2016. This way, as of the same date, the
remaining amount that was subscribed but not paid-in was R$ 790, corresponding to R$ 395 for
each shareholder, which may be paid in accordance with capital requirements within 10 years.
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As a result the operation above, share capital has the following structure as of September 30,
2016:

Changes in Share Capital (R$ 000)

Paid-in
Share Capital
Share Share Capital Subscribed as of June 30
Capital on After Purchase Share Capital as of and September
December 31, Agreement on May  June 30 and September 30, 2016
2015 10, 2016 30,2016 %
Caffitaly System - 5 5,000 4,605 50%
S.p.A
Trés Coracgles 10 5 5,000 4,605 50%
Alimentos S.A
Other -
Total 10 10 10,000 9,210 100%

As a result of the above, 3Caffi became a joint controlled entity, and therefore is no more part of
the consolidation.

5.2 Iguacu acquisition

In June 2016, the agreement for business acquisition related to instant coffee and related product
brands with Companhia Iguagu de Café Soluvel was approved by the Administrative Council
for Economic Defense (CADE). The official announcement was published on 8 June 2016. As a
result of the acquisition, the brands added to the portfolio of the Group are Iguacu, Cruzeiro and
Amigo, increasing Company’s market share mainly in the South of Brazil and providing an
entry into the Latin American markets outside of Brazil with the brands of Iguacu and Cruzeiro.

According to the agreement, the transaction closing date was 28 June 2016, at the total purchase
value of R$ 73,582. The amount of R$ 53,582 has been paid by means of an escrow deposit
amount transferred to Companhia Iguacu de Café Soltvel and R$ 20,000 is to be paid as
follows:

e R$ 17,000 to be paid in March 2017, with interest; and
e R$ 3,000 to be paid in 5 annual instalments, with interests, in June each year starting
2017

The total amount still outstanding as of 30 September 2016, including interest, is R$ 21,124
There were no liabilities transferred in the business combination and in the opinion of the

Company’s legal advisers, there were also no contingent liabilities. All identifiable assets
transferred are listed below:

R$
Intangible assets:
Brands and trademarks 11,000
List of customers 34,400
Net identifiable assets 45,400
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The amounts above represent the best Management’s estimate of the fair value of the
identifiable assets transferred at the time of the acquisition and initial recognition of the
purchase. The Group will reflect the impact of the fair value of all assets, including goodwiill,
from new information obtained, including an independent valuation now in course, regarding
conditions existing at the time of the acquisition within the measurement period of 12 months,
in accordance with IFRS 3.

As a result of the total valuation of the transaction and that of the above identifiable assests as
performed by the Management, the Goodwill from the business combination can been estimated
at R$ 28,182.

53  State Tax Stability Funds (FEEF)

A requirement of maintaining the necessary tax balance, considering Brazilian economic
scenario, led the Federal Government to provide for establishment of the State Tax Stability
Funds (FEEF). The Funds establish temporary additional VAT tax payments, to be made by
companies with existing tax incentives granted by the individual states.

Considering state tax incentives applicable to the Group, only Ceara and Paraiba States”
regulations are applicable at this time. The Ceara FEEF is applicable during 24 months, from 1%
of September, 2016 to 31 August, 2018 and the Paraiba FEEF during 30 months, starting 1% of
October, 2016 to February 2019, and may be extended for thirty more months. On the other
side, both states extend the subject tax incentives for an additional period equal to the period of
this temporary collection — in case of Paraiba — and for double of such period in case of
Ceara. The payments are calculated as a positive difference between 10% of the VAT payables
for the month and the respective VAT tax payment, if compared to the same month of the
previous year, which indicates an increase in tax contribution by the taxpayer. This way, the
additional VAT tax payment due is zero in case the increase is equal or higher than 10% and is
the full 10% if there is no increase in the month. As this is an entirely new legislation, its
interpretation by individual states may still be subject to change.

5.4 Dividend paid

On 7 June 2016, additional dividends declared from the 2015 results in the amount of R$ 1,445,
were approved by the ordinary shareholders’ meeting. These additional dividends were paid in
June 2016.

The amount of R$ 34,548, representing 50% of dividends declared from the 2014 results, was
paid together with the above additional dividend.
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Net debt

30 September 31 December

2016 2015

(Unaudited) (Audited)

Short term loans 207,743 194,222
Long term loans 166,610 184,567
Cash and cash equivalents (37,307) (159,996)
Net debt 337,046 218,793

The increase in net debt presented above is mainly due to increase in inventories.

Contingent liabilities

There were no material events related to contingent liabilities provisions during the reported
period, except for the usual interest accrued on the contingent liabilities provision balances.

Financial instruments

Fair value of financial instruments

The carrying amounts of the cash and cash equivalents, short and long term financial
investments, trade receivables, other receivables and debit balances, credit from banks and
others, trade payables and other payables and credit balances are the same or close to their fair
value, except as mentioned below.

Presented below are the carrying amounts and fair values of financial liabilities that are not
presented in the financial statements at fair value or close to it:

30 September 2016 31 December 2015
Carrying Fair Carrying
amount value amount  Fair value
(Unaudited) (Audited)
Financial liabilities
Short term loans 207,743 183,950 194,222 184,171
Long term loans 166,610 138,488 184,567 174,216

The fair value is based on the contractual cash flow discounted to each reporting date, based on
the market interest rates as of each reporting date. The carrying amount includes interest accrued
as of each reporting date.

Fair value hierarchy
The table below illustrates an analysis of financial instruments carried at fair value, using

valuation method. The different levels have been defined as follows:

Level 1: quoted prices (unadjusted) in active market.
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Level 2: inputs other than quoted prices within level 1 that are observable for the assets or
liabilities, either directly (i.e., as prices) or indirectly (i.e., derived from prices).

Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

As of 30" of September 2016 and 31 December 2015, the Group did not have financial
instruments balances carried at fair value using valuation methods.

* * *
Pedro Alcantara Régo de Lima Danisio Costa Lima Barbosa Adenise Evangelista de Melo
Chief Executive Officer Chief Financial Officer Accountant
CRC/CE n° 8.126/0-3
Trés Coragdes Alimentos S.A. Trés Coragdes Alimentos S.A. Trés Coragdes Alimentos S.A.
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