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

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

Introduction
We have reviewed the accompanying 31 March 2020 condensed consolidated interim
financial statements of Trés Coracgfes Alimentos S.A. (“the Company”), which comprise:

the condensed consolidated statement of financial position as at 31 March 2020;

the condensed consolidated statement of income and other comprehensive income for the
three month period ended 31 March 2020;

the condensed consolidated statement of changes in equity for the three month period
ended 31 March 2020;

the condensed consolidated statement of cash flows for the three month period ended 31
March 2020 and

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 2020 condensed consolidated interim financial statements are not
prepared, in all material respects, in accordance with IAS 34, ‘Interim Financial Reporting’.

Fortaleza, May 18, 2020

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

!

Eliardo Araujo Lopes Vieira
Accountant CRC SP-241582/0-1 T-CE



Trés Coracdes Alimentos S.A.
Condensed Consolidated Interim Statements of Financial Position as of 31 March 2020 and 31 December 2019

(In thousand of Brazilian Reais)

31 March 31 December

Assets 2020 2019 Liabilities and equity
Current Current
Cash and cash equivalents 644,373 538,045 Short term loans
Deposits 7,579 3,935 Trade payables
Trade receivables 523,287 449,177 Short term lease liabilities
Inventories 480,625 418,437 Income tax payables
Recoverable taxes 50,929 73,506 Employees and other payroll related liabilities
Income tax receivable 3,228 3,197 Proposed dividends
Other current assets 16,969 14,899 Interest on equity payable
1,726,990 1,501,196 Payable taxes

Other current liabilities
Non-current

Judicial deposits 8,605 9,837
Loans to related parties 12,063 11,942 Non-current
Recoverable taxes 85,301 70,203 Long term loans
Other non-current assets 16,551 15,580 Long term lease liabilities
Deferred tax assets 33,466 4,490 Other non-current liabilities
Investments 52,140 11,907 Provision for legal proceedings
Fixed assets 559,969 539,342
Intangible assets 301,512 303,283
Right-of-use assets 74,690 76,137
1,144,297 1,042,721 Equity
Share capital
Translation reserve
Retained earnings
Equity attributable to owners of the Company
Non-controlling interests
Total Equity
Total assets 2,871,287 2,543,917 Total liabilities and equity

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

3

Jooranhes

31 March 31 December

2020 2019
693,538 660,798
337,429 319,383
18,860 18,932
8,079 26,404
63,747 53,970
44,400 44,400
78,810 63,918
27,104 23,300
32,919 28,933
1,304,886 1,240,038
310,789 47,306
67,115 68,154
3,821 3,803
18,273 15,047
399,998 134,310
275,531 275,531

(125,766) (101,323)
1,015,070 993,646
1,164,835 1,167,854
1,568 1,715
1,166,403 1,169,569
2,871,287 2,543,917




Trés Coracfes Alimentos S.A.

Condensed Consolidated Interim Satements of Income
Three months period ended 31 March 2020 and 2019

(In thousand of Brazilian Reais)

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

Profit attributable to:
Owners of the Company
Non-controlling interests

Total profit for the period

3

3coragoes

Three months period ended

31 March
2020 2019
877,545 849,825
(622,559) (605,923)
254,986 243,902
(161,488) (151,048)
(45,482) (29,941)
1,040 229
(690) 1,071
48,366 64,213
5,291 2,200
(13,941) (6,087)
39,716 60,326
(3,072) (6,323)
36,644 54,003
37,524 54,003
(880) -
36,644 54,003

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



Trés Coracdes Alimentos S.A. B

Condensed consolidated interim statements of comprehensive income

Three months period ended 31 March 2020 and 2019 Jcomghes
(In thousand of Brazilian Reais)

Three months period ended

31 March
2020 2019
Profit for the period 36,644 54,003
Other comprehensive income (loss) items that will or may be reclassified
subsequently to profit or loss
Foreign currency translation differences (24,443) (5,562)
Comprehensive income for the period 12,201 48,441

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



Trés Coragdes Alimentos S.A.

Condensed Consolidated Interim Statements of Changes in Equity

Three months period ended 31 March 2020 and 2019
(In thousand of Brazilian Reais)

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 (loss):
Internal equity changes
State VAT and Federal tax incentives
Profit destination
Interest on equity credited
Reserve for profit to be distributed
Balance as of 31 March, 2019
Balance as of 31 December, 2019
Profit for the period
Other comprehensive loss:
Foreign currency translation differences
Total other comprehensive gain (loss):
Internal equity changes
Non-reciprocal capital contributions to subsidiary
State VAT and Federal tax incentives
Profit destination

Interest on equity credited
Reserve for profit to be distributed

Balance as of 31 March, 2020

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

3
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Retained earnings
Share Legal Tax Profit to Translation Accumulated Non- controlling Total
capital reserve incentives distribute adjustments profit Total interests Equity
274,546 54,909 313,513 447,864 (101,867) - 988,965 - 988,965
- - - (7,842) - - (7,842) - (7,842)
- - - (7,842) - - (7,842) - (7,842)
- - - - - 54,003 54,003 - 54,003
- - - - (5,562) - (5,562) - (5,562)
- - - - (5,562) 54,003 48,441 - 48,441
- - 14,826 - - (14,826) - - -
- - - - - (15,560) (15,560) - (15,560)
- - - 23,617 - (23,617) - - -
B E 14,826 23,617 B (54,003) (15,560) B (15,560)
274,546 54,909 328,339 463,639 (107,429) - 1,014,004 - 1,014,004
275,531 55,106 385,086 553,454 (101,323) - 1,167,854 1,715 1,169,569
- - - - - 37,524 37,524 (880) 36,644
- - - - (24,443) - (24,443) - (24,443)
B B B B (24,443) 37,524 13,081 (880) 12,201
- - - - - - - 733 733
- - 11,599 - - (11,599) - - -
- - - - - (16,100) (16,100) - (16,100)
. N - 9,825 - (9,825) - - _
- - 11,599 9,825 - (37,524) (16,100) 733 (15,367)
275,531 55,106 396,685 563,279 (125,766) - 1,164,835 1,568 1,166,403




Trés Coragdes Alimentos S.A.

Condensed Consolidated Interim Statements of Cash Flow

Three months period ended 31 March 2020 and 2019
(In thousand of Brazilian Reais)

Cash flows from operating activities

Profit for the period

Adjustments for:
Depreciation and amortization
Gains in tax lawsuits
Termination of lease contracts
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 used in operating activities

Interest paid
Interest received
Income tax paid
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
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 (used) 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 the period
Cash and cash equivalents as of end of the period

3
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Three months period ended

31 March
2020 2019
36,644 54,003
20,692 17,024
(20,491) (9,448)
(13) -
3,226 (713)
690 (1,071)
(1,040) (229)
8,650 3,887
3,072 6,323
(63,468) (95,169)
(50,776) 4,974
3,397 16,850
1,232 (601)
18,046 (50,313)
9,777 (3,798)
(6,287) (3,981)
(36,649) (62,262)
(7,341) (3,368)
5,141 1,823
(20) (214)
(38,869) (64,021)
(2,452) 1,202
(31,400) (4,885)
283 1,370
(29,726) (25,657)
(812) (1,505)
(64,107) (29,475)
294,918 28,338
(81,424) (63,219)
(4,190) (4,385)
209,304 (39,266)
106,328 (132,762)
538,045 221,467
644,373 88,705
106,328 (132,762)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Notes to the condensed consolidated interim financial statements ~
(In thousands of Brazilian Reals) 3coracoes

General information

Trés Coracbes 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, roasting and
selling specialty coffees in e-commerce and to third party businesses and investing in other
companies. Recently the Group also started to operate in the industrialization and sales of plant-
based beverages, especially nuts milk and isotonic ones, cashew butter and cashew snacks (see
Note 3.1).

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

The Company controls the entities of Cafeterias Trés Coracoes Ltda., Prumo Participacoes Ltda.,
which in turn controls the entity of Café do Moco S.A. and also controls Café Trés Coracoes S.A.,
which controls the entity of Principal Comércio e Industria de Café Ltda. The Company also
participates in joint-venture agreements, sharing the control with third parties of the companies
3Caffi IndUstria e Comércio de Capsulas S.A. (“3Caffi”) and more recently (see Note 3.1) of
Positive Brands Industria e Comércio de Alimentos Saudaveis S.A. (“Positive Brands”), with 50%
of shares in each company.

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 Coracdes, Pimpinela, Principal, Fino Grao, Café Doutor, Café
Opcao, Café Divinopolis, Café Geronymo, Estrada Real, Café Leticia, Itamaraty, Londrina,
Chocolatto, Claralate, Dona Clara, Claramil, Frisco, Tornado, Tres, Iguacu, Cruzeiro, Amigo,
Cirol, Cirol Real, Realmil, Toko, Astoria, Manaus, Tapajos, Betania, Tribo do Café, Bar Barista,
Café do Moco. Brands marketed under the Positive Brands joint venture are A Tal da Castanha
and Jungle. 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
Coracoes Imoveis Armazéns Gerais e Servicos Ltda., which is not consolidated in these financial
statements, since it is not part of the Group structure presented below. Trés Coracdes Imdveis
Armazéns Gerais e Servicos Ltda. is owned by Sao 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 Curitiba. Positive Brands’ physical structure is located in the state of
Espirito Santo.
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Notes to the condensed consolidated interim financial statements ~
(In thousands of Brazilian Reals) 3coracoes

As of 31 March 2020, the Group has the following structure:

Strauss Coffee Sao Miguel
B.V Fundo
50% 50%
Trés Coracdes
Alimentos S.A
99.9% 99.9% 99.9% 50% 509
‘ . A 4
Café Trés Cafeterias Trés Prumo Participacoes 3Caffi I[dellstna Positive Brands .Ind' €
Coracodes S.A Coracoes Ltda Ltda e Comercio de Com. de Ali.
; ) ; ) ) Capsulas S.A Saudaveis S.A
99.9% 50%
v v
Principal Ind. E Café do Mogo
Com. Ltda. S.A.

Impacts of the new coronavirus disease (COVID-19)

On March 11, 2020, the World Health Organization (WHO) declared the outbreak of the new
coronavirus disease (COVID-19) as a pandemic. The virus has taken its toll on not just human
life, but businesses and financial markets too, the extent of which is currently undetermined.

The Group is closely monitoring the potential impact of COVID-19 on the employees,
communities, clients and suppliers, as well as on 2020’s results and financial statements in order
to respond in a timely manner and mitigate possible effects.

The Group created a Corporate Crisis Management Commission, which is in charge of Group’s
internal actions to raise awareness of the risks and disseminate the measures that must be taken
to minimize contamination by the virus. Among others, the participation of employees in public
gatherings, as well as non-essential business travel, have been suspended up until the virus is
contained.

Since the food segment is defined as an essential activity, the Group continues to operate
regularly, with production, logistics and supply chain. Back office activities are working
remotely.

Management believes that the Group is exposed to operational and market risks related to the
pandemic, mainly:

11
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Trés Coracdes Alimentos S.A. g

Notes to the condensed consolidated interim financial statements ~
(In thousands of Brazilian Reals) 3coracoes

Impacts on its supply chain, especially of imported goods: the Group has been closely monitoring
the delivery process of goods by suppliers and has increased its inventory coverage for more days
than usual;

Potential credit losses from customers: Especially in the Away From Home (AFH) and Electro
segments, which represent only 3.4% of total trade receivables as at 31 March 2020. The Group
assesses the payment capacity of customers and has established policies for extending the
maturity of accounts receivable where possible and necessary. In the period, there has been so
far no significant increase in defaults in trade receivables from customers or in the risk of
expected credit losses.

Exchange rate variations on exposed assets and liabilities: The Group uses derivative financial
instruments in order to reduce exposure to risks arising from changes in foreign currency
exchange rates and does not have significant balances not covered by these financial
instruments as at 31 March 2020.

The group has reviewed its exposure to other business risks but has not identified any additional
risks that could impact significantly the financial performance or position of the Group as at 31
March 2020.

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 consolidated financial statements of the
Company as of 31 December 2019 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 May 18, 2020.

Significant accounting policies

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

Material events during the reported period

Positive Brands joint venture

As of February 4, 2020, the Company entered into a new joint arrangement with third parties to
share the control of Positive Brands IndUstria e Comércio de Alimentos Saudaveis S.A. (“Positive
Brands”), a non-listed company based in Fortaleza-CE, with unit in Espirito Santo, that operates
in industrialization and sales of plant-based beverages, especially nuts milk and isotonic ones,
cashew butter and cashew snacks. According to the agreement, the Company has 50% of voting
rights. The purchase consideration was RS 39,193, of which the amount of RS 31,400 has already
been paid on the date of signing the agreement.
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Notes to the condensed consolidated interim financial statements -~
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Positive Brands is structured as a separate vehicle and the Group has a residual interest in the
net assets of Positive Brands. Accordingly, the Group has classified its interest in Positive Brands
as a joint venture.

In accordance with the agreement under which Positive Brands joint venture is established, the
remaining consideration of RS 7,500, will be settled through additional contributions in
proportion to Company’s interests in accordance with the cash requirements of the business plan
execution, approved by the parties. Payment of contributions must be made by January 1, 2022,
with interest based upon 102% of the Brazilian Interbank CDI rate.

The Positive Brands joint venture will enable the Group to access hew markets, with inclusion of
new products in its portfolio. The acquisition is also expected to provide Positive Brands with an
increase of its market share through access to the Company’s logistics and sales structure.

Details of the net identifiable assets acquired and goodwill are:

Purchase consideration

Cash paid 31,400
Consideration to be paid 7,500
Contingent consideration 293
Total purchase consideration 39,193
Proportional interest in the net assets acquired - 50% (1,675)
Goodwill (provisional amount) 37,518

The contingent consideration corresponds to the estimated amount calculated over 100% of the
working capital to be confirmed in the balance sheet of Positive Brands on January 31, 2020 that
exceeds RS 3,000. The amount of the contingent consideration will be paid within two days of
the date on which the parties agree on the amount of the working capital, which is still being
validated by the previous owners and the Company. The above presented amount takes into
consideration a provisional balance sheet but no relevant adjustments are expected.

The goodwill is attributable to Positive Brands strong position and profitability in trading in
plant-based food market.

The provisionally determined assets and liabilities of Positive Brands are as follows:

Identifiable assets acquired and liabilities assumed

Cash and cash equivalents 100
Trade receivables 1,560
Inventories 2,448
Recoverable taxes 174
Other current assets 63
Trade payables (715)
Payable taxes (1)
Employees and other payroll related liabilities (79)
Other current liabilities (201)
Net identifiable assets - 100% 3,349

The Company had not yet completed the accounting for the acquisition of Positive Brands joint
venture. In particular, the fair values of the assets and liabilities disclosed above have only been
determined provisionally, as the independent valuations have not yet been finalized.
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According to the joint venture agreement, the Company has a call option and the sellers have a

put option to acquire or to sell the remaining 50% of the seller’s shares in Positive Brands, if and
when determined uncertain future events may occur. Due to the aforementioned uncertainties,

the Company has not recognized any amounts due at this time.

Agreement for the acquisition of Mitsui Alimentos

As of February 17, 2020, the subsidiary Café Trés Coracgdes S.A. entered into an agreement for
the acquisition of 100% of the quotas of the company Mitsui Alimentos Ltda. (“Mitsui”), such that
after the closing of the transaction, Café Trés Coracoes will hold the entire issued and paid-up
capital stock of Mitsui.

Mitsui is active mainly in the roasted and ground coffee segment, where the Group currently
detains the largest market share in Brazil (information not reviewed by independent auditors).
Mitsui’s products are marketed under the brands of Café Brasileiro, Café .br Gold, Café 3
Fazendas, Café Premiado, Café Bandeira, coffee capsules.br and .br Gold and Coolate. The
roasted and ground coffee products are manufactured at two sites owned by Mitsui in the city of
Cuiaba, State of Mato Grosso and in the city of Aracariguama, State of Sao Paulo. Mitsui has its
headquarters located in the city of Santos, State of Sao Paulo, at Rua XV de Novembro, 62, and
operates in the acquisition, roasting, grinding, packaging and sales of coffee, as well as
industrialization and the sale of food products in general.

The acquisition of Mitsui’s business is intended to strengthen the Group’ positioning in selected
geographical regions and is aligned with the Group’ strategy of solidifying its position as the
leader in the Brazilian coffee market.

The Group plans to continue to operate Mitsui in the same manner as it has operated to date,
with the aim of maximum realization of potential synergies between the companies.

In consideration for 100% of the quotas of Mitsui, the Group is to pay the seller the sum of
approximately RS 210,000, subject to post-closing adjustments.

Closing the transaction is conditional upon approval by the Brazilian antitrust commission
(CADE). If the approval is not obtained and the parties have not extended the period, the
transaction will be cancelled.

Exclusion of State VAT (ICMS) from the Federal VAT (PIS and COFINS) calculation base
On February 28th, 2020, the Federal Regional Court of the 1st Region judged definitively and
favorably the proceeding n° 0018162-15.1999.4.01.0000 of Café Trés Coracoes S.A., in which the
Company had requested exclusion of State VAT (ICMS) from the Federal VAT (PIS only)
calculation base for the years from 1987 to 2018. Regarding COFINS amounts, the Company is
appealing in court and no amount has been recorded since the court decision is not yet final.

Even though the full amount comprises the periods from 1987 to 2018, Management was able to
calculate up until now only the amounts for the periods from 2006 to 2018. In calculating tax
credits, the Group adopted the method established in the court decision, which considers the
State VAT amounts mentioned in the sales invoices, following also the practice adopted by other
companies in Brazil. As of 31 March 2020, the Group has recognized the amount of RS 9,497 of
recoverable taxes.
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The Company is considering the possibility of hiring an independent third party to perform the
calculations for the remaining periods, however, the progress of this work was interrupted
mainly due to the COVID-19 pandemic, since the documentation needs to be verified in the
physical files at the Company's headquarters.

The Group also recognized in the first quarter of 2020 the additional amount of RS 10,994
relating to the same subject, however, for PIS and COFINS tax credits, after reviewing its
expectation of using the future economic benefits of the final court decision favorable to the
Company and its subsidiary Principal Comércio e Industria de Café Ltda.

The amounts were recognized based upon the expected future economic benefits utilization,
through tax compensation. The Group recognized in the statement of income the gain arising
from lawsuits (principal, interest, etc.) in revenue deductions (see Note 8).

Although the Company's claim has now been fully confirmed by the court, the utilization of the
benefit via tax compensation is still subject to administrative proceedings by the Brazilian
Federal Revenues, which may be sometimes lengthy.

Net debt
31 March 31 December
2020 2019
Short term loans 693,538 660,798
Long term loans 310,789 47,306
Cash and cash equivalents (644,373) (538,045)
Net debt 359,954 170,059

The increase in net debt is mainly due to new loan agreements for working capital with
Rabobank in the total amount of RS 250,000, with debt cost of 110.5% of the Brazilian Interbank
Deposit CDI rate and maturity of 3-years.

Part of the short term debt is represented by loans for acquisition of inventories (ACC) that are
related to the increase in the green coffee export business that occurred at the end of 2019.
These loans will be settled in 2020 with the execution of future green coffee sales agreements.
Short-term loans also include working capital loans that will mature in the second quarter of
2020.

There are no debt covenants on the Group’s loans and borrowings contracts with the banks.

Contingent liabilities

The material events related to contingent liabilities during the reported period are presented
below. There are no other material events, except for the usual interest accrued on the
provisioned contingent liabilities balances.

Notices of infraction - Federal VAT (PIS and COFINS)

On March 2M, 2020, the companies Trés Coracdes Alimentos S.A. and Café Trés Coracoes S.A.
received tax assessment notices Proc n°. 11065.721120_2020-68 and Proc n°.
11065.721121_2020-11, respectively, issued by the Brazilian Federal Revenues in the total
amount of RS 97,178.
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The infraction notices refer to non-collection of Federal VAT (PIS and COFINS), referring to the
periods from December 2015 to December 2018.

The federal tax authorities claim that the companies did not calculate PIS and COFINS over the
sales of powdered cappuccino and coffee with milk. They do not agree with the Group's
understanding that the products are coffee based and therefore taxed at rate zero.

In addition, the authorities also contest what they believe were undue tax credits over
intercompany transfers of finished goods.

The Group’s tax and legal advisors responsible for monitoring the processes classify the chances
of success as possible, with a greater chance of obtaining a favorable decision than an
unfavorable one. Therefore, the Management understands there is no need to provision any
liability in the condensed consolidated financial statements as of March 31, 2020.

Financial instruments

Fair value of financial instruments

The carrying amounts of cash and cash equivalents, short term financial investments, trade
receivables, other receivables and debit balances, credits 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:

31 March 2020 31 December 2019

Carrying Fair Carrying Fair
amount value amount value

Financial liabilities
Short term loans 693,538 634,493 660,798 642,865
Long term loans 310,789 263,166 47,306 50,730

The fair value is based on the contractual cash flow, discounted 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;

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.

16



(i)
(if)

(iif)

7.1

Trés Coracdes Alimentos S.A. (3

Notes to the condensed consolidated interim financial statements ~
(In thousands of Brazilian Reals) 3coracoes

These valuation techniques maximize the use of observable market data when 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 is not based on observable market data
(that is, unobservable inputs). As of 31 March 2020 and 31 December 2019, the Group had no
financial instruments classified at Level 3.

Revenue

Disaggregated revenue information

Products Services 31 March
2020

Geographical markets
Domestic 835,472 46 835,518
Foreign 42,027 - 42,027
877,499 46 877,545
Products Services 31 March
2019

Geographical markets
Domestic 807,672 48 807,720
Foreign 42,105 - 42,105
849,777 48 849,825
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7.2 Revenue reconciliation

Gross revenue:
Products - domestic
Products - foreign
Services
Other

Revenue deductions:
Taxes on sales (a)
State VAT incentives
Discounts
Other deductions

Revenue

3

3(‘0!’0(,'085

31 March 31 March
2020 2019
1,065,838 1,023,677
42,027 42,105

51 54

33 56
(88,949) (94,478)
22,370 19,966
(130,172) (105,101)
(33,653) (36,454)
877,545 849,825

(@) As described in Note 3.3, the Group recognized the gain from the lawsuits related to the exclusion of State
VAT (ICMS) from the Federal VAT (PIS and COFINS) calculation base. For the three months period ended 31
March 2020 the amount recognized was RS 20,491 (RS O for the three month period ended 31March 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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