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13



et

kf 1277y 999) DINYLY
/ *‘
ollaoe

(02992 *NYa) DITNINNDD D922 BIDIN MMTN NIXNNY BIINA

(TWNN) NINNIYN NI¥TNI NNT DY -1 9N

(qunn) M990, IFRS 16 »mx5302 2905 N7 1PN Y ANUNRIY 0w 1.2

MPON N2Y MNIN MYPNN NN G0N DW»Y NP 17N JPNN HY NIUXIY DIWH1 NNONI )0 1D
:NDNN NN N2

SY 98P NMNMVY MION 12X NYON PHIT MIANNNY YIDY MDY D)2 NIONN MYVITNINDUOIND e
TN 22)0 1IN PH2 MOPNNNAY YIDOYW MDT DI NIDNN MWIT NN DWMY XY 10 10D .7 Ty
NMUNID DY TYINN DOWTIN 12 TIN NHNYNON 1YY NINN NPNY

DYNY 0275721 1PN 2957 951 Y909 NNY DIPHY NN 22307 NPIN DIRY DD PIONINY e
SR 179N 29590 PN DINWPN NN

ST TIY MY NYPON 220 1IN 1232 MAPNNND YIDY NIDT DI NI9NN MYIITINDUNIND @

5020 IN TIRNY NPNNIN 1D NHIND 12 2NN NPINN NNPN NYIP TNXY TV TIY NNINI WYY
.1PONN NN

, D51 DD NMYN MMAMNNN M9 ,IAS 37 1PN 9D 150 NHINYY NRTIP NOIWNA VDY e
ANDIYN NPIDT DI DY TIY N N1NIAD PUNND TaYNIN TYIND

.92YNN TYIN ©IINN POND NN NNNNY MDY AMDY DY NMOOINOIN e

NN DY NMTA NNYNRID DIYMONN WAVINY DIDYON YW MV MYAWNN NN NINNN 191D NYI0N
:2019 N2 1 DYDY Y9DON

IFRS 16 — oNnna - IAS 17 — 5 oxnna
QIpARIARYS)) —_— (Oan)

109 16 93 12N MM DX2”N
286 286 - VIDY MDY D)

20 3 17 DYNTI DYDY YU
(321) (321) - 17790 P32 MANNN
(29) 2 (31) mwan
(523) (1) (522) MO MIN OIRN
(15) 4 (19) TIIN PITD MDT NN DINOY
(2,454) 13 (2,467) DT NI
(150) - (150) NOMY MIPN JPRY MND3

=95 0.9% -2 P2 9PV ¥ NN PH2 MAPNNIN NTITHY LINPY NYYI 12 01PN NPNN MY NNV
NN YN MY, MNYN DDIN MNP MY ,NPINN NNPN TN ODTINND YAV N NNV .4.7%
.NX2P2 MHINN MDD 1N MNWN NPIVINNDT DPNYNNI NXIAPA DN

MY 019050 MMT IAS 17 ypn 0w nya »5 109 1Y NPYIVON MPIN 1PH2 NMNINHDN P W
NYT2HIDINY N7YON 12X2 NMIAPNNNN P2V N7Y NP 311 -5 HY 702 2018 120872 31 DY NHPMNDIYV
NAPN NIINND NPNNIND IPOY2 Y21 ,N7W NP 321 -3 HY TOA NNWNRID DIWMN TYIND 290N A8NN DY
MINN 1PX2 NAPIIINNI I1PYII XY AWNR ,1IA0 19IND ONTY 172NN NYMN NIIWNY JWIdNY N7ONN
121 DOINNN XYY D1HPN DDA 1IN NPIIWONN MPINN I NMINHN MDD THIN .NPLIWINN

.DOVUTIN 12 -1 191D 92y10N TINY DNYY MPOUN NOPN NIMY DN YYD

NI4T NAPNY JPNN DIY NYIYN

NN MNXINA NNIAPN NI ,2019 12 30 DN HIIONDNY DYTIN NYIZYI DYTIN NYY HY MApPN1
4-5 HY N3N MADN 1D MNXINY NNRNN ,NY NIPDM 20 21 N7Y NP 39-3 HY NN MADN
OY MIRKIND NIONN 9N ,INNNNA ,NTY NP 2 =) NIYY PN

14



et

kf 1277y 999) DINYLY
/ *‘
ollaoe

(02992 *NYa) DITNINNDD D922 BIDIN MMTN NIXNNY BIINA

(TUNN) DINNIVN NPT NNT PHYD - 1 9INa

(qunn) M0, IFRS 16 »mx5302 2905 N7 1PN Y ANUNRIY 0w 1.2

:2019 N2 1 DYH 9NN PNN DIV MIAPYL TPRNAYNN NP1 TN DMPWYN MIPOY 1919

19990 9291 94190 N Nyap 1.2.1
970NN ONN NN TIN,NT9N 591 IN NN NI ITONN DX NYIP NNIAPN ,NPON2 MIVPNNN TYINa
NN 92YN 970N DX NIIWIN NYA .0YYNT 7NN AT NNPNY NN DI WV VIZYI MOT PIavn
NI ONY NN DY ¥ NPONN NMPN THIND ON NDMYN NXIAPN , NN DI vIndIwa DIYYD MdWN
:MINAN
19Y ; NI DI WINOWN NPDIYIN MAVNN DD NN NYYNID PYND MN (N)
MM D232 YIDOWN NN MDY Mo ()
;099N X999 DNYPN ,NPITNN X DMWY D ,NIN 12307 DINRY DX DN 1IN SN Y
.DY2°59N NTI9N XYY TNN 190N 25595 N3INA DOV NN NXIAPN

199590 1253 MNIAMNHNM OYNIN Y09  1.2.2
.MYOND DYMVY , NN NAY PIT NNMPN TYNI NIN PH2 DI YINOW NVIYY NP DNPHNN D1IN
OOTNYN NPONND MMYYN YW HNONN TIYN DIDDI MIAYNNNT NN NIAPN INIYNIY NIONN NYya
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D21 DTPIND DN HY DOUINIVN
D021 D) N2 MPIN INA MY TY DY I8P NNVY NIPION A0 THPVPION NYPNN DX OY»Y 1IN NXIAPN
NPN TNND YN PN NV 295 TOIM NNID DIPII NINN 1T 12 19INT MINVLH |, TV TIY DY XN
290N ANNN DY NYTI MIAMNNN IN/ D32 1791 KUY ,NPONN

99NH HYPn  1.2.3
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Telefone +55 (85) 3307-5100

kpmg.com.br

Independent auditors’ report on review of condensed
consolidated interim financial statements

To
Directors and shareholders of Trés Corag¢des Alimentos S.A.
Eusébio - Ceara

Introduction
We have reviewed the accompanying 30 June 2019 condensed consolidated interim
financial statements of Trés Corag¢des Alimentos S.A. (“the Company”), which comprise:

the condensed consolidated statement of financial position as at 30 June 2019;

the condensed consolidated statement of income and other comprehensive income for the
three and six month periods ended 30 June 2019;

the condensed consolidated statement of changes in equity for the three and six month
periods ended 30 June 2019;

the condensed consolidated statement of cash flows for the three and six month periods
ended 30 June 2019 and

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 June 2019 condensed consolidated interim financial statements are not
prepared, in all material respects, in accordance with IAS 34, ‘Interim Financial Reporting’.

Fortaleza, 02 August 2019

KPMG Auditores Independentes
CRC SP-014428/0-6 S-CE

)

lardo Araujo Lopes Vieira
Contador CRC SP-241582/0-1 T-CE



Trés Coracoes Alimentos S.A.

Condensed consolidated interim statements of financial position as of 30 June 2019 and 31 December 2018

(In thousand of Brazilian Reais)

30 June 31 December 30 June 31 December
Assets 2019 2018 Liabilities and equity 2019 2018
Current Current
Cash and cash equivalents 157,655 221,467 Short term loans 410,534 275,446
Deposits 2,923 3,678 Trade payables 276,975 278,367
Trade receivables 565,402 397,223 Short term lease liabilities 17,172 -
Inventories 407,886 450,147 Income tax payables 8,434 1,180
Recoverable taxes 40,520 52,356 Employees and other payroll related liabilities 63,212 55,767
Income tax receivable 4,267 5,162 Proposed dividends 59,782 59,782
Other current assets 24,875 23,919 Interest on equity payable 85,248 54,668
Payable taxes 22,906 22,318
1,203,528 1,153,952 Other current liabilities 27,418 34,410
Non-current
Judicial deposits 9,264 8,068 971,681 781,938
Loans to related parties 15,126 22,203 Non-current
Recoverable taxes 67,699 33,429 Long term loans 42,735 144,711
Other non-current assets 13,230 5,257 Long term lease liabilities 63,988 -
Deferred tax assets 1,225 7,126 Other non-current liabilities 12,695 4,366
Investments 9,458 6,815 Deferred tax liabilities 6,735 9,130
Fixed assets 502,617 407,985 Provision for legal proceedings 16,822 16,317
Intangible assets 298,731 300,592
Right-of-use assets 70,322 - 142,975 174,524
Equity
987,672 791,475 Share capital 275,531 274,546
Translation reserve (111,318) (101,867)
Retained earnings 912,331 816,286
1,076,544 988,965
Total assets 2,191,200 1,945,427 Total liabilities and equity 2,191,200 1,945,427

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



Trés Coracgoes Alimentos S.A.
Condensed consolidated interim satements of income

Six and three month periods ended 30 June 2019 and 2018

(In thousand of Brazilian Reais)

Six month periods ended

Three month periods ended

Revenue
Cost of sales

Gross profit

Selling and marketing expenses
General and administrative expenses
Equity method

Other income (expenses), net

Operating profit

Financial income
Financial expenses

Profit before income tax

Income tax expenses

Profit for the period

30 June 30 June
2019 2018 2019 2018
1,879,207 1,894,777 1,029,382 1,010,127
(1,312,354) (1,325,875) (706,431) (694,848)
566,853 568,902 322,951 315,279
(333,899) (315,416) (182,851) (171,027)
(66,209) (59,966) (36,268) (34,156)
1,200 352 971 308
1,317 217 246 231
169,262 194,089 105,049 110,635
5,072 7,102 2,872 2,911
(14,816) (11,974) (8,729) (6,275)
159,518 189,217 99,192 107,271
(21,586) (33,790) (15,263) (19,035)
137,932 155,427 83,929 88,236

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

6



Trés Coracoes Alimentos S.A.
Condensed consolidated interim statements of comprehensive income

Six and three month periods ended 30 June 2019 and 2018
(In thousand of Brazilian Reais)

Six month periods ended

Three month periods ended

30 June 30 June
2019 2018 2019 2018
Profit for the period 137,932 155,427 83,929 88,236
Other comprehensive income (loss) items that are or may be reclassified
subsequently to profit or loss
Foreign currency translation differences (9,451) (3,590) (3,889) (2,131)
Comprehensive income for the period 128,481 151,837 80,040 86,105

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



Trés Coracdes Alimentos S.A.

Condensed consolidated interim statements of changes in equity

Three month periods ended 30 June 2019 and 2018

(In thousand of Brazilian Reais)

Balance as of 31 March, 2018
Profit for the period

Other comprehensive loss:
Foreign currency translation differences

Total other comprehensive gain:
Internal equity changes

Profit destination
State VAT and Federal tax incentives

Interest on equity credited

Reserve for profit to be distributed

Balance as of 30 June, 2018
Balance as of 31 March, 2019
Profit for the period

Other comprehensive loss:
Foreign currency translation differences

Total other comprehensive gain:

Internal equity changes
Capitalization of tax incentives

Profit destination
State VAT and Federal tax incentives

Legal reserve
Interest on equity credited

Reserve for profit to be distributed

Balance as of 30 June, 2019

Retained earnings

Share Legal Tax Profit to Translation Accumulated
capital reserve incentives distribute adjustments profit Total
273,442 54,688 260,795 381,584 (93,376) - 877,133
- - - - - 88,236 88,236
- - - - (2,131) - (2,131)
- - - - (2,131) 88,236 86,105
R - 13,635 - - (13,635) -
- - - - - (21,000) (21,000)
- - - 53,601 - (53,601) -
- - 13,635 53,601 - (88,236) (21,000)
273,442 54,688 274,430 435,185 (95,507) - 942,238
274,546 54,909 328,339 463,639 (107,429) - 1,014,004
- - - - - 83,929 83,929
- - - - (3,889) - (3,889)
- - - - (3,889) 83,929 80,040
985 - (985) - - - R
- - 15,987 - - (15,987) -
- 197 - - - (197) -
- - - - - (17,500) (17,500)
- - - 50,245 - (50,245) -
985 197 15,002 50,245 - (83,929) (17,500)
275,531 55,106 343,341 513,884 (111,318) - 1,076,544

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



Trés Coracgoes Alimentos S.A.

Condensed consolidated interim statements of changes in equity

Six month periods ended 30 June 2019 and 2018

(In thousand of Brazilian Reais)

Balance as of 31 December, 2017
Effect of new standards

Adjustment from adoption of IFRS 9 (net of tax)
Adjustment from adoption of IFRS 15 (net of tax)

Total effect of new standards as of 1 January, 2018
Profit for the period

Other comprehensive loss:
Foreign currency translation differences

Total other comprehensive gain:
Internal equity changes

Profit destination
State VAT and Federal tax incentives

Interest on equity credited

Reserve for profit to be distributed

Balance as of 30 June, 2018
Balance as of 31 December, 2018
Effect of new standards
Adjustment from adoption of IFRS 16 (net of tax)
Total effect of new standards as of 1 January, 2019
Profit for the period

Other comprehensive loss:
Foreign currency translation differences

Total other comprehensive gain:

Internal equity changes
Capitalization of tax incentives

Profit destination
State VAT and Federal tax incentives

Legal reserve
Interest on equity credited

Reserve for profit to be distributed

Balance as of 30 June, 2019

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

Retained earnings

Share Legal Tax Profit to Translation Accumulated
capital reserve incentives distribute adjustments profit Total
273,442 54,688 248,180 334,399 (91,917) - 818,792
- - - 488 - - 488
- - - 121 - - 121
- - - 609 - - 609
- - - - - 155,427 155,427
- - - - (3,590) - (3,590)
- - - 609 (3,590) 155,427 152,446
- - 26,250 - - (26,250) -
- - - - - (29,000) (29,000)
- - - 100,177 - (100,177) -
- - 26,250 100,177 - (155,427) (29,000)
273,442 54,688 274,430 435,185 (95,507) - 942,238
274,546 54,909 313,513 447,864 (101,867) - 988,965
- - - (7,842) - - (7,842)
- - - (7,842) - - (7,842)
- - - - - 137,932 137,932
- - - - (9,451) - (9,451)
- - - - (9,451) 137,932 128,481
985 - (985) - - - -
- - 30,813 - - (30,813) -
- 197 - - - (197) -
- - - - - (33,060) (33,060)
- - - 73,862 - (73,862) -
985 197 29,828 73,862 - (137,932) (33,060)
275,531 55,106 343,341 513,884 (111,318) - 1,076,544




Trés Coragoes Alimentos S.A.

Condensed consolidated interim statements of cash flow

Six and three month periods ended 30 June 2019 and 2018

(In thousand of Brazilian Reais)

Cash flows from operating activities

Profit for the period

Adjustments for:
Depreciation and amortization
Gains in tax lawsuits
Provision for legal proceedings
Other income, net
Equity method
Finance expenses, net
Income tax expenses

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

Change provided by operating activities

Interest paid
Interest received
Income tax paid

Net cash flows provided by operating activities

Cash flows from investing activities
Change in deposits
Payment for acquisition of operations
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

Payment of lease liabilities

Net cash flows provided by 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

Six month periods ended

Three month periods ended

30 June 30 June
2019 2018 2019 2018
137,932 155,427 83,929 88,236
34,922 18,430 17,898 9,348
(38,337) (5,535) (28,889) -
505 (796) 1,218 (193)
(1,317) (217) (246) (231)
(1,200) (352) 971) (308)
9,744 4,872 5,857 3,364
21,586 33,790 15,263 19,035
(168,084) (85,020) (72,915) (60,082)
6,998 (77,152) 2,024 (75,854)
9,569 (9,942) (7,281) (6,960)
(1,196) 393 (595) (452)
(1,392) 37,337 48,921 61,303
7,445 10,718 11,243 8,881
(5,741) (1,855) (1,760) (659)
11,434 80,098 73,696 45,428
(12,982) (20,226) (9,614) (13,820)
5,770 7,102 3,947 2911
(234) (6,838) (20) (6,572)
3,988 60,136 68,009 27,947
725 (2,924) (477) (3,885)
(6,233) (16,325) (1,348) (16,111)
3,059 1,565 1,689 1,116
(85,631) (58,386) (59,974) (22,117)
(2,985) (4,322) (1,480) (2,551)
6,325 731 6,325 731
(84,740) (79,661) (55,265) (42,817)
297,432 289,597 269,094 208,914
(272,047) (183,161) (208,828) (110,119)
(8,445) - (4,060) -
16,940 106,436 56,206 98,795
(63,812) 86,911 68,950 83,925
221,467 113,110 88,705 116,096
157,655 200,021 157,655 200,021
(63,812) 86,911 68,950 83,925

The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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Trés CoragOes Alimentos S.A.

Condensed consolidated interim financial statements as of and
for the three and six month periods ended 30 June 2019 and 2018
and independent auditors’ limited review report on condensed
consolidated interim financial statements

Notes to the condensed consolidated interim financial
statements

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

Reporting entity

Trés Coracdes Alimentos S.A. (the “Company”) together with its controlled entities (the
“Group”) are an industrial and commercial group of companies, which operate in Brazil, in
producing and selling branded coffee products, multi-beverage 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, operation of cafeterias and
investing in other companies, mainly related to specialty coffees.

The Company controls the entities Cafeterias Trés Coragdes Ltda., Prumo Participacdes Ltda.,
which controls the entity Café do Mocgo S.A. (see Note 3.2), 3Coragdes Norte Comércio de
Produtos Alimenticios Ltda., and Café Trés Coragdes S.A., which controls the entity Principal
Comércio e Industria de Café Ltda., all together referred to as “the Group”. The Company is a
party to a joint-venture with Caffitaly System S.p.A., whereby it holds 50% share of company
3Caffi Industria e Comércio de Capsulas S.A. (“3Caffi”), which is not consolidated in this
report, as the Company no longer controls it.

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

The Group is currently the largest group in roasted and ground coffee business in Brazil
(information not reviewed by independent auditors), and owns the coffee and other food brands
of Santa Clara, Kimimo, Trés Cora¢des, Pimpinela, Principal, Fino Grao, Café Doutor, Café
Opgao, Café Divinopolis, Café Geronymo, Estrada Real, Café Leticia, Itamaraty, Londrina,
Chocolatto, Dona Clara, Claramil, Frisco, Tornado, Tres, Iguagu, Cruzeiro, Amigo, Cirol, Cirol
Real, Realmil, Toko, Astoria, Manaus, Tapajos, Betania, Tribo and the brands Bar Barista and
Café do Moco, belonging to the most recent controlled company Café do Mogo. The Apollo
brand is used as a result of a License agreement, with purchase option.

The Group’s industrial facilities are located in the states of Ceara, Rio Grande do Norte, Minas
Gerais, Rio de Janeiro and Amazonas and its distribution centers are located in almost all states
of Brazil. In addition to that, the Group owns green coffee processing plants in the state of
Minas Gerais. Part of the facilities used by the Group is leased from one of its related parties,
Trés Coracdes Imoveis Armazéns Gerais e Servigos Ltda., which is not consolidated in these
financial statements, since it is not part of the Group structure presented below. Trés Coragdes
Imoveis Armazéns Gerais e Servicos Ltda. is owned by Sdo Miguel Holding e Investimentos
S.A. (50%) and Strauss Coffee B.V. (50%). The Group also owns cafeterias that are located in
the cities of Fortaleza, Natal and most recently in Curitiba, after the acquisition of Café do
Mogo S.A. Café do Moco also operates roasting and selling coffee in e-commerce and to other
companies.
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2.2

Trés Coragdes Alimentos S.A.

Condensed consolidated interim financial statements as of and
for the three and six month periods ended 30 June 2019 and 2018
and independent auditors’ limited review report on condensed
consolidated interim financial statements

As of 30 June 2019, the Group had the following structure:

Strauss Coffee Sao Miguel
BV Fundo

50% l 50%

Trés Coragdes
Alimentos S A,

Caffitaly System

SPA

99.9% 99.9% 99.9% 99.9% 50% 50%
l } } ‘ !
3C oes Nort - - (stri
oragoes worte Café Trés Cafeterias Trés Prumo Participagdes SCafh Ir}dqstrla
Com. de Prod. c 5es S A c Ses Ltd Ltda e Comérciode [+
Alim. Ltda. oragoes 5.A. oragoes Lida. : Capsulas S.A.
99.9% 50%

Y

Principal Com. e
Ind. Ltda.

A4

Café do Mogo
SA.

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 do 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
Group as of 31 December 2018 and for the year then ended, together with its accompanying
notes (hereinafter - the "Annual Consolidated Financial Statements").

These condensed consolidated interim financial statements were authorized for issue by the
Group’s Management as of August 02, 2019.

Changes in significant accounting policies

The accounting policies adopted in the preparation of these interim condensed consolidated
financial statements are consistent with those followed in the preparation of the Group’s annual
consolidated financial statements for the year ended 31 December 2018, except for the adoption
of new standards effective as of 1 January 2019. The Group has not adopted early any other
standards, interpretations or amendments that have been issued but are not yet effective.

The changes in accounting policies are also expected to be reflected in the Group’s consolidated
financial statements as at and for the year ending 31 December 2019.

The Group applies in 2019 for the first time, [FRS 16 - Leases.

The nature and effect of these changes are disclosed below.
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Trés CoragOes Alimentos S.A.

Condensed consolidated interim financial statements as of and
for the three and six month periods ended 30 June 2019 and 2018
and independent auditors’ limited review report on condensed
consolidated interim financial statements

IFRS 16 - Leases

IFRS 16 supersedes IAS 17 - Leases, IFRIC 4 - Determining whether an Arrangement contains
a Lease, SIC-15 - Operating Leases-Incentives and SIC-27 - Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard sets out the principles for the
recognition, measurement, presentation and disclosure of leases and requires lessees to account
for all leases under a single on-balance sheet model. As a result, the Group, as a lessee, has
recognized right-of-use assets representing its rights to use the underlying assets and lease
liabilities representing its obligation to make lease payments.

The Group has applied IFRS 16 using the modified retrospective approach, under which the
cumulative effect of initial application is recognized in retained earnings at 1 January 2019.
Accordingly, the comparative information presented for 2018 has not been restated - i.e. it is
presented, as previously reported, under IAS 17 and related interpretations. The Group also
elected to use the recognition exemptions for lease contracts that, at the commencement date,
have a lease term of 12 months or less and do not contain a purchase option (‘short-term
leases’), and lease contracts for which the underlying asset is of low value (‘low-value assets’).

The effect of adopting [FRS 16 as at 1 January 2019 (increase/decrease) is as follows:

1 January
2019
Assets
Non-current assets:
Right of use asset 77,257
Deferred tax asset 1,160
Total Assets 78,417
Liabilities and equity
Current liabilities:
Lease liability 18,324
Non-current liabilities:
Lease liability 69,528
Deferred tax liability (1,592)
Equity:
Retained earnings (7,843)
Total Liabilities and equity 78,417

When measuring lease liabilities for leases that were classified as operating leases, the Group
discounted lease payments using its incremental borrowing rate at 1 January 2019. The
weighted-average rate applied is 7.44%.

Significant new accounting policies
The Group recognizes a right-of-use asset and a lease liability at the lease commencement date.

The right-of-use asset is initially measured at cost, and subsequently at cost less any

accumulated depreciation and impairment losses, and adjusted for certain remeasurements of the
lease liability.
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Condensed consolidated interim financial statements as of and
for the three and six month periods ended 30 June 2019 and 2018
and independent auditors’ limited review report on condensed
consolidated interim financial statements

The lease liability is initially measured at the present value of the lease payments that are not
paid at the commencement date, discounted using the interest rate implicit in the lease or, if that
rate cannot be readily determined, the Group’s incremental borrowing rate. Generally, the
Group uses its incremental borrowing rate as the discount rate.

The lease liability is subsequently increased by the interest cost on the lease liability and
decreased by lease payments made. It is remeasured when there is a change in future lease
payments arising from a change in an index or rate, or as appropriate, change in the assessment
of whether an extension option is reasonably certain to be exercised or a termination option is
reasonably certain not to be exercised.

The Group has applied judgement to determine the lease term for some lease contracts in which
it is a lessee that controls the renewal options. The assessment of whether the Group is
reasonably certain to exercise such options impacts the lease term, which significantly affects
the amount of lease liabilities and right-of-use assets recognized.

Impacts for the period

As a result of initially applying IFRS 16, in relation to the leases that were previously classified
as operating leases, the Group has balance of R$ 70,322 of right-of-use assets and R$ 81,160 of
lease liabilities as at 30 June 2019.

Also in relation to those leases under IFRS 16, the Group has recognized depreciation and
interest costs, instead of operating lease expense. During the six months ended 30 June 2019,
the Group recognized R$ 8,689 (R$ 4,202 for three months ended 30 June 2019) of depreciation
charges, R$ 2,933 (R$ 1,474 for three months ended 30 June 2019) of interest for these leases
and R$ 1,752 of new lease agreements. The payments of the lease liabilities were R$ 8,445.

Material events during the reported period

Manaus Coffee final purchase price allocation

On March 31%, 2019, Management received the purchase price allocation of Manaus Coffee
acquisition performed by Ernst & Young Assessoria Empresarial Ltda. The impact of this
independent valuation has been recognized and is presented below:

Before After
independent independent
valuation Adjustment valuation
Acquisition cost

Consideration transferred, paid or to be paid 22,138 - 22,138

Identifiable assets
Tax credit 5,130 - 5,130
Machinery and equipment 1,936 (90) 1,846
Brands and trademarks 484 3,516 4,000
List of customers 1,506 2,394 3,900
Total identifiable assets 9,056 5,820 14,876
Goodwill 13,082 (5,820) 7,262
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and independent auditors’ limited review report on condensed
consolidated interim financial statements

Café do Moc¢o Acquisition
As of 11 August 2018 Prumo Participagdes Ltda. was created with the purpose to invest in other
entities, mainly related to specialty coffees.

As of 16 January 2019 Prumo Participac¢des acquired 50% participation in Café do Moco S.A.
(“Café do Mogo™). Café do Mogo operates in Curitiba, State of Parana, preparing and selling
specialty coffees, as well as food and beverages, in coffee shops and e-commerce. Café do
Moco also operates roasting and selling coffee to other companies. The total investment for the
six month period ended 30 June 2019 was RS 1,534 (R$ 499 for three months ended 30 June
2019). The remaining 50% participation in Café do Moco belongs to Mogo Bento Participacdes
Societarias Ltda.

This acquisition is part of the Group’s strategy of participating in the segment of specialty
coffees, including higher value-added products in its portfolio.

Management understands that carrying amounts of the assets acquired approximate their fair
values. The total proceeds paid for the acquisition were R$ 868. After the acquisition, the Group
increased its investment by the amount of R$ 666. Despite the additional investment in Café do
Mogo by the Group, Prumos’s agreed participation remained 50%. The Group did not identify
any contingent liability in the transaction.

The Group has the period of 12 months after the acquisition to conclude the valuation of the
identifiable assets and confirm or adjust the fair values based on such valuation.

Although the Group owns 50% of Café do Moco, Management concluded that the Group
controls this entity, once Prumo has the deciding vote in case of a deadlock or disagreement.

The expenses related to the transaction are mainly represented by attorneys and auditors fees
and were included in the consolidated statement of income as part of the administrative
expenses.

Non-inclusion of State VAT (ICMYS) in the basis of calculation of Federal VAT
(PIS and COFINS)

In March 2017, in a judgment with general repercussion effects (Extraordinary Appeal No.
574.706/PR), which means that the decision will serve as a precedent for other legal
proceedings involving the same tax issue, the Federal Supreme Court ruled that the State VAT
paid does not comprise the taxpayer’s equity and should not therefore be included in the
calculation basis of the Federal VAT taxes (PIS and COFINS).

As of 6 February 2019 the Federal Regional Court of Fifth Region, judged definitively and
favorably to Trés Coragdes Alimentos S.A. the process n° 0013304-93.2007.4.05.8100, which
had requested the non-inclusion of State VAT in the basis of calculation of Federal VAT for the
period from 2002 to 2018. Accordingly, the Group has recognized as of 30 June 2019.the
amount of R$ 51,843 (R$ 13,506 as of 31 December 2018) of “Recoverable taxes” in non-
current assets.
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After receiving the final decision, the Group started the calculations of the tax credits and
adopted the method established in the judicial decision, which considers the amount of State
VAT mentioned in the sales invoices, following the practice adopted by other companies in
Brazil. The calculations are still being performed and this process is expected to be concluded
by September 2019.

While the Group claim in this case has now been fully confirmed by the courts, the actual
receipt of the benefit via tax compensation is still subject to lengthy administrative proceedings
of the Brazilian Federal Revenues. The compensation process is also expected to begin in
September 2019.

The Group also has additional claims related to other Group companies, such as Café Trés
Coragoes S.A. and Principal Comércio e Industria de Café Ltda,, which have not yet been
judged definitively.

Net debt
30 June 31 December
2019 2018
Short term loans 410,534 275,446
Long term loans 42,735 144,711
Cash and cash equivalents (157,655) (221,467)
Net debt 295,614 198,690

In April and May 2019 the Group entered into new loan agreements with Itat Bank and
Santander Bank in the total amount of R$ 200,000, with cost of debt of 102,85% and 99% of the
Brazilian Interbank Deposit CDI rate respectively, with a 1 year payment term.

This amount was used to repay maturing loans and the excess was applied to bank deposits.

The Administration considers the apparent variation between long and short term financing as
only temporary, caused by maturity of certain existing loans. The situation will be corrected by
early 2020, with entry of 10-year financing of the new Eusébio headquarters and other long term
loans under negotiation.

Below is presented the cash flow use for the six month periods ended 30 June 2019:

Cash flows provided by operating activities, in the amount of R$ 3,988;

Cash flows used in investing activities, in the amount of R$ (84,740);

Cash flows provided by financing activities, in the amount of RS 16,940.

For further information, see the statements of cash flows.

Contingent liabilities
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Federal Industrialized Goods Tax (IPI) for Powder Juice for the period from
January 2011 to March 2014

On 17 April 2019, the Group obtained favorable outcome in the Board of Tax Appeals (CARF),
first administrative instance, on the IPI treatment applied for powder juice process in the period
from January 2011 to March 2014.

Tax authorities claimed, that the tax treatment applied, in respect to federal IPI tax - due on
powder juice was incorrect. According to the Group’s understanding of the regulation, powder
juice is a product classified as entitled to zero IPI tax, which is the rate the Group continues
applying. According to the tax authorities, the Group should have used tax rates of 27% for the
period from January 2011 to December 2011, 20% for the period from January 2012 to May
2012 and 10% since June 2012. The total updated (unrecorded) claim, as of 30 June 2019 is R$
66,237 (RS 62,578 as of 31 December 2018). The Group and its tax advisors are of the opinion
that there is no need to record any liability. The remaining increase is due to interest incurred.

There is another process related to the same case, for the period from April to December 2014,
in which the Group also obtained favorable outcome (see Note 9.1).

The Government may still contest the current outcome of both of these processes at higher
administrative and judicial instances.

Financial instruments

Fair value of financial instruments

The carrying amounts of 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 equal or close to their fair values, 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 June 2019 31 December 2018
Carrying Carrying
amount Fair value amount Fair value
Financial liabilities
Short term loans 410,534 366,228 275,446 262,072
Long term loans 42,735 37,033 144,711 126,104

The fair value is based on the contractual cash flow, discounted at 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 Group uses the following hierarchy to determine and disclose the fair values of financial
instruments, based on the valuation methodology used:

Level 1: quoted prices in an active market for identical assets and liabilities;
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Level 2: values determined by other techniques, for which all of the data, having a significant
effect on the recorded fair value, are observable, directly or indirectly;

The fair value of assets and liabilities that are not quoted in an active market (for example, over-
the-counter derivatives) is determined by using valuation techniques. These valuation
techniques maximize the use of observable market data where it is available and rely as little as
possible on entity specific estimates.

If all significant inputs required to fair value an instrument are observable, the instrument is
included in Level 2. If one or more of the significant inputs are not based on observable market
data, the asset or liability is considered as valued from Level 3 source of information. Specific
valuation techniques that might be used to value financial instruments in general include:

Quoted market prices or dealer quotes for similar instruments;

The fair value of interest rate swaps is calculated as the present value of the estimated future
cash flows based on observable yield curves;

Other techniques, such as discounted cash flow analysis, are used to determine fair value for the
remaining financial instruments.

Level 3: inputs for valuing a financial instrument that are not based on observable market data

(that is, unobservable inputs). As of 30 June 2019 and 31 December 2018, the Group had no
financial instruments classified at Level 3.

Revenue

Disaggregated revenue information

R$
30 June
Products Service 2019
Geographical markets
Domestic 1,779,601 87 1,779,688
Foreign 99,519 - 99,519
1,879,120 87 1,879,207
RS
30 June
Products Service 2018
Geographical markets
Domestic 1,791,843 110 1,791,953
Foreign 102,824 - 102,824
1,894,667 110 1,894,777

Revenue reconciliation
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R$
Six month periods ended Three month periods ended
June 30 June 30
2019 2018 2019 2018
Gross revenue:
Products — domestic 2,228,117 2,201,653 1,204,440 1,180,723
Products — foreign 99,519 102,823 57,414 53,358
Services 103 122 49 63
Other 106 109 50 (1,104)
Taxes on sales (180,169) (217,042) (85,691) (118,540)
State VAT incentives 43,850 44,962 23,884 23,519
Discounts (230,487) (172,738) (125,386) (93,322)
Other deductions (81,832) (65,112) (45,378) (34,570)
1,879,207 1,894,777 1,029,382 1,010,127

Subsequent events

Federal Industrialized Goods Tax (IPI) for Powder Juice for the period from April
2014 to December 2014

On July 15, 2019 the Group obtained another favorable outcome in the Board of Tax Appeals
(CARF), the first administrative instance, on the IPI treatment applied to powder juice process
in the period from April 2014 to December 2014. As mentioned in Note 3.3, the Group’s
understanding of the regulation is that powder juice is a product classified as entitled to zero IPI
tax, but the tax authorities do not agree. The favorable outcome confirmed the understanding of
the Group and of its tax advisors, that there is no need to record any liability.

Dividends paid

On May 27, 2019, the profit destination related to 2018 was approved by the General
Shareholders’ Meeting in the amount of R$ 118,882. The amount of R§ 118,882 includes R$
59,782 to be paid as dividends, with the remaining R$ 59,100 to be paid as interest on equity
(on the amount of interest on equity credited to the foreign shareholders, there is withholding
income tax of R$ 4,432). The dividends in the amount of R$59,782 were fully paid on July 23,
2019.

Pedro Alcantara Régo de Lima
Chief Executive Officer

Danisio Costa Lima Barbosa
Chief Financial Officer

Adenise Evangelista de Melo
Accountant
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