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www.kpmg.com.br

Independent auditors’ report on review of interim
financial statements

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

Introduction
We have reviewed the accompanying 31 March 2017 condensed consolidated interim
financial statements of Trés Corac¢des Alimentos S.A. (“the Company”), which comprises:

the condensed consolidated statement of financial position as at 31 March 2017;

the condensed consolidated statement of income and other comprehensive income for the
three month period ended 31 March 2017;

the condensed consolidated statement of changes in equity for the three month period
ended 31 March 2017;

the condensed consolidated statement of cash flows for the three month period ended 31
March 2017; 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 31 March 2017 condensed consolidated interim financial statements are not
prepared in all material respects in accordance with IAS 34, ‘Interim Financial Reporting’.

Fortaleza, 8 May 2017

KPMG Auditores Independentes
CRC 2S5P014428/0-6

/

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



Trés Coracoées Group

Consolidated interim statements of financial position as of 31 march 2017 and 31 december 2016

(In thousand of Brazilian Reais)

31 March 31 December 31 March 31 December
Assets 2017 2016 Liabilities 2017 2016
Current Current
Cash and cash equivalents 23,005 86,524 Short term loans 273,975 298,804
Deposits 2,111 2,418 Trade payables 125,865 151,143
Trade receivables 399,338 393,469 Income tax payables 1,035 1,253
Inventories 364,336 377,163 Employees and other payroll related liabilities 45,408 42,134
Recoverable taxes 48,386 37,798 Proposed dividends 59,268 59,268
Income tax receivable 11,272 14,030 Interest on equity payable 48,008 43,938
Other current assets 16,824 14,114 Payable taxes 19,561 27,724
Derivative instruments 57 -
865,272 925,516 Other current liabilities 19,858 36,335
Non-current
Judicial deposits 8,455 8,780 593,035 660,599
Loans to related parties 17,432 7,908 Non-current
Other non-current assets 5,720 7,765 Long term loans 134,720 134,243
Deferred tax assets 14,177 14,299 Other non-current liabilities 2,616 2,565
Investments 4,093 4211 Deferred tax liabilities 9,067 9,364
Fixed assets 248,141 242,291 Provision for legal proceedings 18,970 19,518
Intangible assets 272,928 268,456
165,373 165,690
570,946 553,710
Equity
Share capital 272,370 272,370
Translation reserve (95,331) (99,228)
Retained earnings 500,771 479,795
677,810 652,937
1,436,218 1,479,226 1,436,218 1,479,226

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



Trés Coracoes Group

Consolidated interim statements of income

Three months period ended 31 March 2017 and 2016

(In thousand of Brazilian Reais)

Three months period ended

Revenue
Cost of sales

Gross profit

Selling and marketing expenses
General and administrative expenses
Equity method

Other income, net

Operating profit

Finance income
Finance expenses

Profit before income tax

Income tax expenses

Profit for the period

31 March
2017 2016
760,330 629,826
(579,375) (465,556)
180,955 164,270
(118,077) (100,140)
(27,437) (20,5606)
(118) -
28 40
35,351 43,604
1,933 2,863
(9,752) (5,815)
27,532 40,652
(2,156) (10,333)
25,376 30,319

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



Trés Coracoes Group
Consolidated interim statements of comprehensive income

Three months period ended 31 March 2017 and 2016

(In thousand of Brazilian Reais)

Three months period ended

31 March
2017 2016
Profit for the period 25,376 30,319
Foreign currency translation differences 3,897 4,537
Comprehensive income for the period 29,273 34,856

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



Trés Coragdes Group

Consolidated interim statements of changes in equity

Three months period ended 31 March 2017 and 2016

(In thousand of Brazilian Reais)

Balance as of 31 December, 2015
Profit for the period

Other comprehensive gain:
Foreign currency translation differences

Total other comprehensive gain:

Internal equity changes
State VAT and Federal tax incentives

Profit destination:
Legal reserve

Reserve for profit to be distributed

Balance as of 31 March, 2016
Balance as of 31 December, 2016
Profit for the period

Other comprehensive gain:
Foreign currency translation differences

Total other comprehensive gain:

Internal equity changes
State VAT and Federal tax incentives

Profit destination:
Legal reserve

Interest on equity credited

Reserve for profit to be distributed

Balance as of 31 March, 2017

Retained earnings

Share Legal Tax Profit to Translation Accumulated
capital reserve incentives distribute adjustments profit Total
272,370 32,716 157,782 175,004 (105,500) - 532,372
- - - - - 30,319 30,319
- - - - 4,537 - 4,537
- - - - 4,537 30,319 34,856
- - 7,506 - - (7,506) -
- 1,516 - - - (1,516) -
- - - 21,297 - (21,297) -
- 1,516 7,506 21,297 - (30,319) -
272,370 34,232 165,288 196,301 (100,963) - 567,228
272,370 42,209 194,522 243,064 (99,228) - 652,937
- - - - - 25,376 25,376
- - - - 3,897 N 3,897
- - - - 3,897 25,376 29,273
- - 8,787 - - (8,787) -
- 1,269 - - - (1,269) -
- - - - - (4,400) (4,400)
- - - 10,920 - (10,920) -
- 1,269 8,787 10,920 - (25,376) (4,400)
272,370 43.478 203,309 253,984 (95,331) - 677,810

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



Trés Coracgoes Group
Consolidated interim statements of cash flows

Three months period ended 31 March 2017 and 2016

(In thousand of Brazilian Reais)

Cash flows from operating activities

Profit for the period

Adjustments for:
Depreciation and amortization
Provision for legal proceedings
Other income, net
Equity method
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 cash flows used in 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

Net cash flows used in financing activities

Net decrease in cash and cash equivalents
Net decrease in cash and cash equivalents

Cash and cash equivalents as of beginning of period
Cash and cash equivalents as of end of period

The accompanying notes are an integral part of these consolidated financial statements.
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Three months period ended

31 March
2017 2016
25,376 30,319
8,240 7,044
(548) 14
(28) (40)
118 -
7,819 2,952
2,156 10,333
(11,578) (4,065)
- (3,862)
31,555 42,695
(7,374) (16,826)
14,251 (15,444)
(19,081) (5,729)
57 -
325 (74)
(25,278) (19,174)
3,274 4,425
(198) 3,615
(2,469) (6,512)
237 (54,554)
(18,992) -
265 597
(11,202) (12,199)
(3,733) (571)
(9,154) -
(42,579) (66,727)
93,783 101,897
(112,254) (127,818)
(18,471) (25,921)
(63,519) (99,160)
86,524 159,996
23,005 60,836
(63,519) (99,160)




Trés Coracgoes Alimentos S.A.

Condensed consolidated interim financial statements

as of and for the three month periods ended 31 March 2017 and 2016
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 reais, unless otherwise stated)

Reporting entity

Trés Coracdes 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 Coragoes 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 part of 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”). 3Caffi is
not consolidated in this report, since the Group no longer controls it.

The Company is located at Rua Santa Clara, 100, Parque Santa Clara, Eusébio, Ceara, 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 Coragdes, 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, Iguacu, Cruzeiro, Amigo, and the recently acquired brands Cirol, Cirol Real and Realmil.

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 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 Coragoes
Iméveis Armazéns Gerais e Servigos Ltda., which is not consolidated in this report, since it is
not part of the Group structure presented below. Trés Coragdes Imdveis Armazéns Gerais e
Servigos Ltda. is owned by Sdo Miguel Holding e Investimentos S.A. (50%) and Strauss Coffee
B.V. (50%).
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Trés Coracgoes Alimentos S.A.

Condensed consolidated interim financial statements

as of and for the three month periods ended 31 March 2017 and 2016
and independent auditors’ limited review report on condensed
consolidated interim financial statements

As of 31 March 2017, the Group had the following structure:

Strauss Coffee
B.V

Sao Miguel
Fundo

50% 50%

99.9%

Trés Coragdes
Alimentos S.A

99.9%

50%

Caffitaly System
S.PA

50%

Café Trés
Coragdes S.A

Cafeterias Trés
Coragodes Ltda.

3Caffi Industria e
Comércio de

Capsulas S.A

99.9%

A4

Principal Ind. E
Com. Ltda.

Basis of preparation

Statement of compliance

These condensed consolidated interim financial statements have been prepared in accordance
with TAS 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
Company as of 31 December 2016 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 8 May 2017.
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4.1

4.2

4.3

Trés Coracgoes Alimentos S.A.

Condensed consolidated interim financial statements

as of and for the three month periods ended 31 March 2017 and 2016
and independent auditors’ limited review report on condensed
consolidated interim financial statements

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 2016 and have been
applied consistently to all entities of the Group.

Material events during the reported period

Caffi Industria e Comércio de Capsulas S.A. (“3Caffi”)

During the three month period ended on 31 March 2017, the Company entered in shareholders
loan agreement with 3Caffi in the amount of R$ 9,154 in order to support the investment in the
capsules factory. The shareholder’s loan is supported by a formal agreement, stipulates interest
of 100% of the Brazilian Interbank Deposit CDI rate, with a due date in 181 days.

Acquisition of Cirol Royal S.A brands portfolio

In March 2017, the Group won a Governamental auction to purchase from Cirol Royal S.A the
brands portfolio with a bid of R$ 2,200, plus 5% of public auctioneer commission, to be paid as
follows:

R$ 360 paid in March 2017, already included the R$ 110 commission of 5%.

R$ 1,950 will be paid in 10 consecutive monthly installments of R$ 195 each, plus interest at
the Benchmark rate (TR) of 1% a month.

Iguagu acquisition
In March 2017, the Group paid the remaining amount of R$ 18,992, due Iguagu acquisition.

Net debt
31 March 2017 31 December 2016
(Unaudited) (Audited)
Short term loans 273,975 298,804
Long term loans 134,720 134,243
Cash and cash equivalents (23,005) (86,524)
Net debt 385,690 346,523

The increase in net debt presented above is mainly due to decreae in trade payables and payment
for acquisition, as mentioned in item 4.3 above.

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

Trés Coracgoes Alimentos S.A.

Condensed consolidated interim financial statements

as of and for the three month periods ended 31 March 2017 and 2016
and independent auditors’ limited review report on condensed
consolidated interim financial statements

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:

31 March 2017 31 December 2016
Carrying Fair Carrying
amount value amount  Fair value
(Unaudited) (Audited)
Financial liabilities
Short term loans 273,975 243,175 298,804 254,013
Long term loans 134,720 108,351 134,243 110,019

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 Company uses the following hierarchy to determine and disclose the fair values of financial
instruments, based on the valuation methodology used:

Level 1: quoted prices (unadjusted) in active market.

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 assets or liabilities that are not based on observable market data
(unobservable inputs).

As of 31 December 2016, the Group did not have financial instrument balances carried at fair
value using valuation methods. As of 31 March 2017 the Group had futures open positions in
the amount of R$ 57, classified as level 2 and with due date of May 2017.

% % *
Pedro Alcantara Régo de Lima  Danisio Costa Lima Barbosa Adenise Evangelista de Melo
Chief Executive Officer Chief Financial Officer Accountant

Trés Coracdes Alimentos S.A.  Trés Coracdes Alimentos S.A.  Trés Coragdes Alimentos S.A.
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