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Report on review of consolidated condensed  
interim financial statements 
 
 
To the Board of Directors and Stockholders 
Votorantim S.A. 
 
 
 
 
Introduction 
 
We have reviewed the accompanying consolidated condensed interim balance sheet of Votorantim S.A. 
and its subsidiaries ("Company") as at September, 30, 2019 and the related consolidated condensed 
interim statements of income and comprehensive income for the quarter and nine-month period then 
ended, and the consolidated condensed interim statements of changes in equity and cash flows for the 
nine-month period then ended, and a summary of significant accounting policies and other 
explanatory notes.  
 
Management is responsible for the preparation and fair presentation of these consolidated condensed 
interim financial statements in accordance with the accounting standard CPC 21, Interim Financial 
Reporting, of the Brazilian Accounting Pronouncements Committee (CPC), and International 
Accounting Standard (IAS) 34 - Interim Financial Reporting, of the International Accounting 
Standards Board (IASB). Our responsibility is to express a conclusion on these consolidated condensed 
interim financial statements based on our review. 
 
Scope of review 
 
We conducted our review in accordance with Brazilian and International Standards on Reviews of 
Interim Financial Information (NBC TR 2410 - Review of Interim Financial Information Performed by 
the Independent Auditor of the Entity, and ISRE 2410 - Review of Interim Financial Information 
Performed by the Independent Auditor of the Entity, respectively). A review of interim financial 
information 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 Brazilian and International Standards on Auditing and 
consequently did 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 consolidated condensed interim financial statements referred to above are not 
prepared, in all material respects, in accordance with CPC 21 and IAS 34.  
 
Curitiba, November 5, 2019 
 
 
 
PricewaterhouseCoopers Carlos Eduardo Guaraná Mendonça 
Auditores Independentes Contador CRC 1SP196994/O-2 
CRC 2SP000160/O-5 
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1 General considerations 
 
Votorantim S.A. (the "Company", the "parent company", or "VSA"), is a long-term Brazilian holding company. With its 
headquarters in the city of São Paulo, Brazil, the Company's purpose is to manage assets and companies, as well as to invest in 
other companies in order to further its objectives.  
 
The Company, through its subsidiaries and associates, operates in the following segments: construction, metals and mining, 
aluminum, electrical energy, long steel, agribusiness and finance. 
 
1.1 Main events that occurred during the nine month period ended at September 30th, 2019 

(a) Offer of tender and exchange offer of debt by Votorantim Cements International S.A. (“VCI”)  

On January 10, 2019, the indirect subsidiary VCI announced a tender offer of its Euro bonds maturing in 2021 and 2022 and its 
US Dollar bonds maturing in 2041. On February 14, 2019, the repurchase transaction was settled, with the principal amount of 
R$ 269 (EUR 61 million) of the issuance maturing in 2021, R$ 672 (EUR 152 million) maturing in 2022 and R$ 2.1 billion (USD 
540 million) maturing in 2041, with a total cash outlay of R$ 3.3 billion.  
 
Concurrently with the tender offer, VCI announced an exchange offer of its US Dollar-denominated bonds maturing in 2041 for 
a new issue of bonds from its direct subsidiary St. Mary's Inc. (Canada), maturing in 2041 and with annual coupon of 7.3%. 
However, the transaction did not meet the minimum conditions stipulated in the offer and, was not made.  
 
(b)  Conclusion of the menger of the operations and shareholding bases of Suzano Papel e Celulose S.A. (“Suzano”) and 

Fibria Celulose S.A. (“Fibria”) 

On January 14, 2019, Suzano Papel e Celulose S.A. ("Suzano") and Fibria (together with Suzano, the “Companies") jointly made 
public the details of their corporate reorganization, informing their shareholders and the market in general that, on this date, 
the corporate reorganization which was the subject of the Voting Commitment and Assumption of Obligations entered into on 
March 15, 2018 was completed, with the effective combination of the operations and shareholding bases of Suzano and Fibria, 
pursuant to the protocol and justification executed on July 26, 2018 and approved by the shareholders of the Companies at 
meetings held on September 13, 2018. 
 
At the date of the transaction, VSA recorded the gain resulting from the transaction, in the amount of R$ 6,772, in "other 
operating income (expenses), net" (Note 28). VSA maintained a direct interest of 5.5% in the capital of Suzano, which is 
considered as a financial instrument and is now valued at fair value in accordance with CPC 48/IFRS 9 - "Financial Instruments” 
(Note 11). 
 
(c)  CESP - Companhia Energética de São Paulo (“CESP”) – Results of the offer to employees 
 
In January 2019, as expected, the indirect subsidiary VTRM Energia Participações S.A. (“VTRM”) acquired through a 
privatization auction additional shares of CESP, representing the remaining shares of the offer to employees, with a total 
investment of R$ 210. After the results of the offer to employees, VTRM will hold a 40.0% stake in CESP, equivalent to 93.5% 
of the voting common shares. 
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(d) ICMS on the basis for the calculation of Social Integration Programs (“PIS”) and Contribution to Social Security 
Financing (“COFINS”) 

 
During the first quarter of 2019, there was a final judgment in another lawsuit of the subsidiary Votorantim Cimentos S.A. 
("VCSA") and the indirect subsidiary Votorantim Cimentos N/NE S.A. ("VCNNE"), relating to the ICMS exclusion thesis on the 
basis of the calculation of PIS and COFINS and a credit of R$ 585 (Note 12) was recorded in assets, representing R$ 399 of 
principal (Note 28) and R$ 213 of monetary restatement (Note 29). In addition, VCSA proceeded with the collection of the 
judicial deposit attached to another lawsuit, in which a final decision was handed down at the end of 2018, in the amount of 
R$ 346. 
 
During the second quarter of 2019, final judgment was recognized in a lawsuit filed by Companhia Brasileira de Alumínio 
(“CBA”), related to the ICMS exclusion thesis on the PIS and COFINS calculation basis, with the recording of an asset in the 
amount of R$ 171, of which R$ 122 is principal (Note 28) and R$ 49 is monetary restatement (Note 29). 
 
(e) Debt issuance by the indirect subsidiary Itacamba Cementos S.A. (“Itacamba”) 
 
On April 4, 2019, in line with the consolidated financial liability management strategy aimed at lengthening VCSA's debt profile 
and reducing the average cost of debt, the indirect subsidiary Itacamba carried out its first issuance of debt in the Bolivian 
capital market. This was made in the amount of R$ 65 (BOB 116 million), maturing in 2025 and with fixed interest of 4.75% p.a.  
 
On May 31, 2019, Itacamba entered into a loan agreement with Banco BISA in the total amount of R$ 140 (BOB 244), maturing 
in 2027 and with fixed interest of 5.55% p.a. 
 
The funds raised in the operations described above were intended to prepay syndicated loan agreements in the total amount 
of R$ 448 (BOB 796), with fixed interest of 6.00% p.a. and maturity in 2025. 
 
(f)  CESP - Public Tender Offer (“Tender Offer”)  
 
On May 24, 2019, as a result of the acquisition of control of CESP by the indirect investor VTRM, the tender offer was held at 
B3, pursuant to which, in accordance with the terms, conditions and VTRM acquired 1 (one) ON share, at the price of R$ 11.28, 
and 31 (thirty-one) class B preferred shares (“PNB”), at the price of R$ 14,32 VTRM now holds, directly and indirectly, 
102,091,755 ON shares, representing approximately 93.52% of the total ON shares and 28,928,300 PNB shares, representing 
approximately 13.72% of the total PNB shares.  
 
(g)  Conclusion of sale of operations in India  
 
On April 16, 2019, the sale of the 75% total stake was concluded, of which 73.4% was bought by Votorantim Cimentos EAA 
Inversiones, SL (“VCEAA”) and 1.6% by VCSA, in the indirect investor Shree Digvijay Cement Company Ltda., a publicly traded 
company in India, for the average price of INR 15.55 per share. On April 30, 2019, the amount of R$ 89 (EUR 20 million) was 
received, related to the settlement of the agreed installments in the sale transaction.  
 
The sale of the business of the subsidiary VCSA and its subsidiaries in India is in line with management's objective of exiting 
non-priority markets and focusing on regions where they have the greatest potential to compete and expand the Company’s 
current business. With the proceeds of this operation, on May 8, 2019, the subsidiary VCEAA prepaid all of a bilateral loan 
signed on June 27, 2016, in the amount of R $ 132 (EUR 30 million) maturing in 2021, and with fixed cost of 2.30% p.a.  
 
(h)  Deliberation and receipt of dividends from the Company by the investee Suzano  
 
On April 18, 2019, the investee Suzano announced to its shareholders the payment of dividends approved at the Annual 
General Meeting, in the total amount of R$ 600, after the payment to the Company, proportional to its interest, of the amount 
of R$ 33, in April 30, 2019, based on the shareholding position as at the date of that Meeting, and with an amount per share 
equivalent to R$ 0.44470086. 
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(i)  Export financing  

In April and May 2019, the subsidiary CBA entered into loan agreements (Export Credit Notes – “NCEs”) to finance its exports 
in the total amount of R$ 1,085 million, with final maturity in April and May 2027, respectively. The operations have pegged 
swap contracts (derivative financial instrument), which are intended to exchange the exposure to the floating rate CDI in reais 
to a fixed rate in US Dollars, resulting in a weighted average cost of 5.00% per year. These swaps were contracted together 
with the financing and from the same financial institution. 
 
(j)  Bond repurchase offer  
 
In April 2019, the subsidiary CBA announced the tender offer on its bonds maturing in 2024. The settlement of R$ 1,007 million 
(USD 256 million) occurred on May 10, 2019. 
 
(k)  Prepayments of VSA debentures 

On July 31, 2019, the Company early redeemed the fourth issue of debentures maturing on July 27, 2024. The total amount of 
amortized principal totaled R$ 550.  
 
(l)  Contracting of Revolving Credit Facility by VCI, VCEAA and St Marys  

On August 1, 2019, to replace the revolving credit facility contracted in October 2015 in the amount of USD 230 million maturing 
in October 2020, the subsidiaries VCI, VCEAA and St. Marys together with their subsidiaries, entered into a new revolving credit 
facility of USD 290 million, maturing in August 2024, from a bank syndicate. 
 
(m) Borrowing pursuant to Law 4,131 / 1962 by the indirect subsidiary VCNNE 
 
On September 11, 2019, the indirectly controlled VCNNE entered into a loan agreement under Law 4,131/1962 in the amount 
of USD 75 (R$ 305) maturing on September 13, 2024, the latter being released after September 13 of 2019. 
 
The operation has a swap contract (derivative financial instrument) that allows both the exchange of LIBOR floating rate 
exposure to CDI floating rate exposure and real dollar currency exchange, resulting in a final cost of 107.00% p.a. CDI. This swap 
was contracted with the same financial institution as the loan (USD debt + BRL swap as% of CDI). 
 
Votorantim Cimentos used the proceeds from this funding to prepay two higher-cost, shorter-term bilateral loans totaling R$ 
334 million, in line with its liability strategy. Of the total amortized amount, R$ 141 million is related to a loan from subsidiary 
VCNNE and R$ 193 million (EUR 42.5 million) refers to a loan from subsidiary VCEAA. 
 
(n)           Acquisition of factory unit 
 
The subsidiary CBA announced, in August 2019, the acquisition of the operation of Arconic Industria e Comércio de Metais 
Ltda, located in Pernambuco, Northeast Brazil, which will complement CBA's rolled product line. Arconic, located in the city of 
Itapissuma, has an installed capacity of 50,000 tons per year between aluminum sheets and sheets andwill contribute to 
improve the competitiveness of the domestic industry against imported products. The Completion of the Process purchase is 
still pending approval by CADE. 
 
(o) Recognition of impairment loss 
 
The subsidiary Nexa, performing an assessment of the impairment indicators and the recoverable amount test in accordance 
with its anual financial standards, identified the following impairment indicators for the three-month period ended  September 
30, 2019: (i) prices of LME's short-term averages fell 15.1% compared with the three-month period of June 30, 2019, (ii) the 
useful life of some of its operations reduced as a result of new exploratory operations research; (iii) the carrying amount of the 
controlled assets was above the controlled market value. 
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The subsidiary's management considered that the combination of these indicators could indicate a material impact that would 
not be recoverable from its cash-generating units (“CGUs”). Therefore, an estimate of the entire recoverable value of the CGUs 
was made. A combination of impairment indicators calculates the recoverable value of their CGUs that are determining factors 
in recognizing a loss of R$ 564 (USD 142 million). 
  

2 Presentation of the condensed consolidated interim financial statements  
 
2.1 Basis of preparation 

(a)  Condensed consolidated interim financial statements 

The financial statements have been prepared and it is being presented in accordance with Technical Pronouncement CPC 21 
(R1) Interim Statement, and International Accounting Standard IAS 34 - Interim Financial Reporting, issued by the International 
Accounting Standards Board (IASB) and disclose all relevant information in the interim financial statements, which is consistent 
with that used by management in its administration. 
 
For this reason, the condensed consolidated interim financial statements as at September 30, 2019 do not contain all 
explanatory notes and disclosures required by the accounting standards applicable to annual financial statements, as their 
purpose is to provide an update on any changes to significant activities, events and circumstances relative to those financial 
statements. As a consequence, they should be read together with the consolidated financial statements at December 31, 2018, 
issued on March 8, 2019, and available on the investor relations website (www.votorantim.com.br/ri). 
 
The Company voluntarily opted for the presentation of the condensed interim cash flow statement for the three-month period 
ended September 30, 2019. 
 
The condensed consolidated interim financial statements have been prepared in a manner consistent with the accounting 
policies disclosed in the consolidated financial statements at December 31, 2018. 
 
(b)  Approval of the financial statements  
 
The Board of Directors approved the consolidated financial statements for issue on November 5, 2019. 
  

http://www.votorantim.com.br/ri
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2.2 Restatement of comparative figures 

In accordance with IFRS 5/CPC 31 - "Non-Current Assets Held-For-Sale and Discontinued Operations", the subsidiary Finco 
GmbH reclassified the investment in the indirect subsidiary U.S. Zinc Corporation and the subsidiary VCSA reclassified its 
cement operations in India from continuing operations to discontinued operations. 
 
The comparative period of the balance sheet of the loan and drawn risk figures changed due to reclassification in the indirect 
subsidiary Acerías Paz del Rio S.A. 
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3 Changes in accounting policies and disclosures 

3.1 Changes in accounting standards 

3.1.1 IFRS 16 / CPC 06 – “Leases” 

IFRS 16 establishes principles for the recognition, measurement, presentation and disclosure for lease agreements. The 
standard introduces a single model for leases accounting in the balance sheet, where the lessees are required to recognize a 
lease liability reflecting future payments, and the right to use the leased asset. The nature of the expenses related to these 
leases was changed from a linear operating lease expenses to a depreciation expense of the right-of-use and interest expenses 
for the restatement of the lease liability.  
 
This international standard changes the existing lease standards, including CPC 06 (IAS 17) – “Leasing Operations” and ICPC 03 
(IFRIC 4, SIC 15 and SIC 27) - "Complementary Aspects of Leasing Operations". 
 
(a)  Analysis scope and assets identification 

The Company and its subsidiaries analyzed all active lease agreements upon the date of the initial adoption of the standard,  
when leases of machinery and equipment, light and heavy vehicles, vessels, real estate and land were identified.  
 
As permitted by the standard, the scope of the analysis disregarded: (i) short-term leases (less than 12 months); and (ii) 
contracts with amounts lower than USD 5,000 (R$ 20,000).  
 
When identifying the right-of-use assets within the scope of the contracts identified, the following were also disregarded: (i) 
contracts with variable payments; (ii) contracts in which the leased asset was considered non-identifiable; (iii) contracts under 
which the Company is not entitled to obtain substantially all of the economic benefits arising from the use of the asset; and 
(iv) contracts in which the Company and its subsidiaries do not have substantial control over the definition of the use of the 
assets. 
  
It should be noted that the Company and its subsidiaries analyzed, but did not identify: (i) contracts that presented fixed and  
variable payments as part of the same negotiation; (ii) contracts dealing with identifiable and non-identifiable assets in the  
same trade; or (iii) service contracts in which assets had been identified within the scope of the standard.  
 
(b)  Leasing term  

The Company and its subsidiaries analyzed the lease term of all contracts based on a combination of the non-cancellable term, 
the term covered by the option for extension, the terms covered by the termination option and, mainly, management's 
intention regarding the period of permanence in each agreement contract.  
 
(c) Discount rate  

For initial adoption purposes, the Company and its subsidiaries adopted the average cost of active debt (outstandings) as at 
December 31, 2018 for all contracts classified in accordance with IFRS 16. For the new contracts, renewals and additions will 
be identified at the incremental rate for each lease. The incremental rate should reflect the cost of acquisition for the Company 
and its subsidiaries of debt with characteristics similar to those determined under the lease agreement, in terms of the term, 
value, guarantee and economic environment. The Company and the subsidiaries applied the future expectations regarding the 
obligations on January 1, 2019 (ranging from 5% to 7.07%) for all leases.  

(i)  Impacts of adoption 

The Company and its subsidiaries adopted IFRS 16 on January 1, 2019, in accordance with the simplified cumulative effect in 
which assets and liabilities are recorded at the same time in the initial period without any effect on shareholders' equity, with 
an impact amounting to R$ 666 related to right-of-use assets and liabilities under lease agreements. 
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3.1.2 IFRIC 23 / ICPC 22 – “Uncertainty over Income Tax Treatment” 

Technical interpretation ICPC 22 clarifies how the recognition and measurement requirements set forth in CPC 32, which deals 
with taxes on profit, should be applied in cases where there is uncertainty regarding the treatment of these taxes. 
 
 (i) Impacts of adoption 

The Company and its subsidiaries adhered to the standard from the beginning of its validity period on January 1, 2019. 
However, based on management's understanding, there is an immaterial accounting impact due to the uncertain positions 
related to income tax due to the adoption of this new accounting pronouncement. 
 
  
4 Critical accounting estimates and judgments 
 
In the period ended September 30, 2019, there were no changes in the estimates and assumptions that presented a significant 
risk of causing material adjustments to the carrying amounts of assets and liabilities for the current fiscal year, compared to 
those detailed in the most recent annual financial statements. 
  
5 Financial risk management 
 

5.1 Foreign exchange risk 

  
(a)  Foreign exchange risk 

The Company and its subsidiaries have certain investments in foreign operations, the net assets of which are exposed to foreign 
exchange risk. The foreign exchange exposure arising from the Company's and its subsidiaries' participation in foreign 
operations is mainly hedged by borrowing in the same currency as these investments, classified as net investment hedges. 

Presented below are the accounting balances of assets and liabilities indexed to the foreign currency at the closing date of the 
balance sheets: 

(i)  Does not consider borrowing costs. 
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(b)  Hedge of net investments in foreign operations 

Hedged investments are presented in the following table including the portion of the debt of the Company and its subsidiaries 
CBA, Nexa Recusrsos Minerais S.A., VCI and St Marys Cement Inc., denominated in Euros and US Dollars. 
 

 
The Company and its subsidiaries document and evaluate the effectiveness of the investment hedge operations on a monthly 
basis, as required under IFRS 9 - "Financial instruments: recognition and measurement".  
 
The foreign exchange gain on the conversion of debts, net of income tax and social contribution, recognized as equity valuation 
adjustments on September 30, 2019, was R$ 67 (September 30, 2018, lossof R$  1,322) (Note 25 (c)).  
 
(i)  Beginning in January 2019, the indirect subsidiary St. Mary's designated its US Dollar-denominated debt in the amount 

of R$ 1,937 (USD 500 million) as an investment hedging instrument in its subsidiary VCNA US Inc. The hedged item 
considers only the investments originating in USD from St. Mary's, since this is a company domiciled in Canada and has 
subsidiaries with operations in the functional currency of the US Dollar and controlled with operations in the functional 
currency, in this case the Canadian Dollar. 
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(c)  Liquidity risk 

The following table analyzes the financial liabilities of the Company and its subsidiaries, by maturity, corresponding to the 
period remaining from the balance sheet date up to the contractual maturity date. The amounts disclosed in the table 
represent the undiscounted contractual cash flows, these amounts may not be reconciled with the amounts disclosed in the 
balance sheet.  

 

(i)  Does not include the recorded fair value of the debts contracted under Law 4131/1962. 
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5.1.1 Derivatives contracted 
 
(a) Effects of derivative financial instruments on the balance sheet and cash flow 

The table below summarizes the derivative financial instruments and the underlying hedged items: 
 

 
On September 30, 2019, the transactions involving derivative financial instruments, net of taxes, recognized in “Carrying value adjustments” loss amounted to R$ 115. Besides this, there 

were hedge accounting operations, net of taxes, gain which amounted, to R$ 43 in the unconsolidated subsidiaries, recognized in “Carrying value adjustments”. 
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(b) Derivative financial instruments – Put-option 

During the year ended December 31, 2018, the process by which Votorantim Siderurgia S.A. became a subsidiary of 
ArcelorMittal Brasil S.A. ("AMB") was concluded. Under the agreement between the parties, VSA became a minority 
stakeholder of 15% of AMB's combined long steel business which, in compliance with the applicable accounting rules, was 
recognized as a financial instrument, in accordance with CPC 48 - "Financial instruments". The change in fair value of this 
operation in the period resulted in a net gain of R$ 20, recorded under “Net financial result”. 
  
5.1.2 Sensitivity analysis 

The main risk factors affecting the pricing of cash and cash equivalents, financial investments, loans and financing and 
derivative financial instruments are exposure to the fluctuation in the US Dollar, Euro, Turkish Lira, New Peruvian Sun, 
Argentine Peso and Bolivian interest rates, LIBOR, CDI, US Dollar coupon, commodity prices and electricity purchase and sale 
contracts. The scenarios for these factors are prepared using both market sources and specialized sources of information, in 
line with the Company's governance. The scenarios as at September 30, 2019 are described below: 

Scenario I - Considers a shock to the market curves and quotations at September 30, 2019, according to the base scenario 
defined by management as at December 31, 2019;  

Scenario II - Considers a shock of + or - 25% in the market curves at September 30, 2019;  

Scenario III - Considers a shock of + or - 50% in the market curves at September 30, 2019. 
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(i) The balances presented do not reconcile with the line items “Cash and cash equivalents”, “Short-term investments”, “Related parties”, “Loans and financing”, as the analysis carried 

out included only the most significant currencies and rates. Interest rates only include the principal amount. 
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6 Credit quality of financial assets 
 

 

The local and global ratings were obtained from ratings agencies (Standard & Poor’s, Moody's and Fitch Ratings). 
The Company considered the ratings of Standard & Poor’s and Fitch Ratings for presentation purposes, and the 
classification as established in the Company’s Financial Policies. 

(i)  Refers to values invested in offshore banks, which are not rated by any ratings agency. 
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7 Cash and cash equivalents 
 

  

8 Financial investments  
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9  Trade receivables  
 
(a) Breakdown  

 
 
(b) Aging of trade receivables 

  

10 Inventory 

  

11 Financial Instruments - Suzano 

  

 

 

 

 



  
 
Notes to the condensed consolidated interim financial statements  
at September 30, 2019 
All amounts in millions of reais unless otherwise stated 
 
 
 
 

 

25 

12 Taxes recoverable 

 
(i) The variation refers substantially to the PIS and COFINS credit recognized in the subsidiaries CBA, VCSA and 

the indirect subsidiary VCNNE, in the amounts of R$ 783, as described in Note 1.1 (d). 
  

13 Related parties  
 

 
 
(i) Refers to accounts receivable related to assets in excess of the basic net assets invested in Citrosuco’s operation. The 

realization period is linked to the performance of each item under the contractual rules laid down in the shareholder 
agreement and the closing memorandum signed between Fischer S.A. – Commerce, Industry and Agriculture and 
Votorantim. 
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14 Financial Instruments – firm commitment 

 

The table below shows the composition of the assets and liabilities: 

  

15 Investiments 
 
(a) Breakdown 
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(b) Changes in investees and subsidiaries information 

 

 

 

 

(i) The following investments consider the goodwill paid on the acquisition of investments and the surplus value, which is 

amortized in the income statement of the parent company: 

 

(ii) On September 30, 2019 the investment included the adjustment to fair value amounting to R$ 495 (December 31, 

2018 - R$ 495)
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16 Property, plant and equipment 
 
(a) Breakdown and changes 
 

 

(i) Refers substantially to impairment in subsidiary NEXA described in item 1.1 (o). 

(ii) The transfers are related to the reclassification from “construction in progress ” within “property, plant and equipment” to “software”, “rights to use natural resources ” and 

“other”, within “intangible assets”. 
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(b) Construction in progress 

The balance is composed mainly of expansion and optimization projects related to industry. 

 

The main projects in progress by business segment are as follows: 
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17 Intangible assets 
 
(a) Breakdown and changes 
 

 
 
(i)  Refers substantially to impairment in subsidiary NEXA described in item 1.1 (o).  
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18 Right of use assets 
 
(a) Breakdown and changes 
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19 Borrowing 
 
(a) Breakdown and fair value 
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(i)  Loan agreements (NCEs) are intended to finance export operations and are linked to swap contracts (derivative financial 
instruments), which aim to switch floating rate exposure in Brazilian reais (CDI) to the foreign exchange rate. fixed in US 
Dollars, resulting in a weighted average cost of 5.00% per year. These swaps were contracted together with the financing 
and with the same financial institution. 

 
(ii)    In July 2019, subsidiary CBA entered into an agreement with BNDES to finance part of its maintenance and 

modernization projects in the amount of R$ 326 million and final maturity in 2034. In September 2019, the first release 
related to this loan occurred R$ 90. Subsequenty, a swap term (derivative financial instrument) was signed, which aims 
to exchange the exposure the floating rate IPCA in reais to the fixed rate in US Dollars, resulting in a weighted average 
cost of 4.15% per year. 

 
(iii) Loans relating to Law 4131/1962 are subject to swaps that are indexed both to exchange rates (LIBOR and fixed rates 

for floating CDI rates) and to currencies (US Dollars for reais), and resulted in a final weighted cost of 109.20% p.a. of 
the CDI. Borrowing of this type relates to compound financial instruments, contracted as a single product with the 
financial institution (debt in US Dollars + swap a percentage of the CDI in reais). The terms and conditions of the loan 
and derivative instruments are configured as a compound operation, so that the resulting cost is a debt adjusted by the 
CDI in reais. The difference in measurement between the two instruments (loan at amortized cost x derivative at fair 
value), creates an accounting mismatch in the statement of income. To eliminate this accounting mismatch, some of 
the borrowing contracts made from August 2015, were designated as at fair value, and the effect of this designation is 
the measurement of debt at fair value through profit or loss, according to Note 29. 

 
 
Key: 
 
BNDES  – National Bank for Economic and Social Development. 
BRL  – Brazilian currency (Real). 
CDI  – Interbank Deposit Certificate. 
COP – Colombian Peso. 
EUR  – European Union currency (Euro). 
EURIBOR – Euro Interbank Offered Rate. 
FINAME – Government Agency for Machinery and Equipment Financing.  
IBR – Interbank Rate (Colombia). 
INR             – Indian Rupee 
IPCA  – Extended Consumer Price Index. 
LIBOR  – London Interbank Offered Rate. 
SELIC  – Special System for Clearance and Custody. 
TJLP  – Long-term interest rate set by the National Monetary Council. Until December 2017, the TJLP is the BNDES basic cost of financing. As of January 

2018, the Long Term Rate (TLP) became the main financial cost of BNDES financing. 
USD  – US Dollar. 

 
 

(b) Changes 
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(c)  New borrowing and amortizations 

Through the funding and prepayment of certain debts, the Company seeks to extend the average maturities, as well as to balance the exposure to different currencies for loans and financing 
against cash generation in these currencies. 
 
The main amortization in the period was as follows: 

 
(*)  The Export Credit Note modality has a fixed rate in US Dollars as described in item (a). 
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(d) Maturity 
 

 
 
 
(e) Breakdown by currency 
 

 
 
(f) Breakdown by index 
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(f) Collateral 
 
As at September 30, 2019, R$ 6.739 (December 31, 2018 R$ 10.389) of the balance of borrowing of the Company and its 
subsidiaries was collateralized under promissory notes and sureties and R$ 977 of property, plant and equipment items 
(December 31, 2018: R$ 792) was collateralized by liens on the financed assets. 
 
(h) Covenants/financial ratios 
 
Determinados Certain borrowing items are subject to compliance with certain financial ratios ("covenants"). Where applicable, 
such obligations are standardized for all loan and financing agreements. 
 
The Company and its subsidiaries were in compliance with all of these covenants, as applicable. 
  

20 Lease liabilities  
 
(a)  Changes to lease obligations – IFRS16 

 
 
(b)  Maturity profile 
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21 Confirming payables 
 
The Company and subsidiaries have entered into agreements with financial institutions, aiming to anticipate receivables from 
suppliers in domestic and foreign markets. As part of this operation, suppliers transfer the right to receive their accounts 
receivable related to sales of goods to financial institutions. 
 

  
22 Current and deferred income tax and social contribution 
 
(a)  Reconciliation of Corporate Income Tax ("IRPJ") and Social Contribution on Net Income ("CSLL") expenses 

The income tax and social contribution amounts presented in the statements of income for the period ended at September 30, 
2019, are reconciled with their Brazilian standard rates as follows: 
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 (b)  Breakdown of deferred tax balances 
 

 
 
(c) Effects of deferred income tax and social contribution on the profit for the period and comprehensive income 
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23 Deferred revenue - obligation for performance 
 
In December 2014, the subsidiary indirect Votener ceded to a financial institution the receivables due up to December 2019 as 
a result of certain contracts for the Sale of Electric Energy in the Regulated Environment ("CCEAR"), which are being carried 
out through the physical delivery of energy. This transaction corresponded to R$ 1,252, and has no right of return and/or type 
of co-obligation of the Company in relation to the receivables. Due to the assignment of receivables, Votener received a total 
amount of R$ 905, and the interest to be appropriated from the transaction will be recognized pro rata in the result over the 
term of the agreement. 
 
In May 2015, Votener carried out a second credit assignment operation, without any right of return and/or co-obligation of 
the subsidiary, in the total amount of R$ 368. Through the assignment of the receivables, Votener received the total amount 
R$ 251, and the interest to be appropriated from the operation will be recognized pro rata to the result over the term of the 
agreement. 
 
The updated amount of these operations as at September 30, 2019 was R$ 89 (December 31, 2018, R$ 271). 
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24 Provision 
 
 (a)  Breakdown and changes 

 

(i) In September 2019, the subsidiary VCSA reversed the amount of R$ 46 in tax provisions, referring to the financial 
update of lawsuits originating from the Federal District, considering the decision of the Supreme Federal Court (STF) which, in 
general repercussion , decided that the Member States and the Federal District cannot apply monetary correction indices and 
arrears interest rates on their tax credits higher than those applied by the Union. 
 

(b)  Provision for tax, civil, labor, other contingencies and outstanding judicial deposits 

 

(i)  The Company and its subsidiaries have balances deposited in relation to lawsuits classified by management, based on 
the opinion of the legal advisors of the Company and its subsidiaries as representing remote or possible losses and, therefore, 
subject to provision. 

The variation in tax judicial deposits refers mainly to the withdrawal of deposits linked to ICMS lawsuit on PIS and COFINS 
calculation basis, as note 1.1 (d). 
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(c)  Litigation in process with a likelihood of loss considered possible 

The Company and its subsidiaries were a party to litigations representing a risk of possible losses, for which no provision has 
been made, as detailed below. 

 

(c.1) Composition of contingent tax and public rights liabilities with a likelihood of loss considered possible 

The main contingent liabilities related to tax proceedings in progress with possible loss, for which no provision is recorded is 
presented below. In the following table we present an analysis of the relevance of these processes: 
 

 

(c.2)  Composition of contingent civil liabilities with a likelihood of loss considered possible 
 

 
 
There were no material changes relative to those detailed in Note 23 (c.2) to the latest annual financial statements.
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25 Equity 
 
(a) Share capital 
 
On September 30, 2019 and December 31, 2018, o capital social the fully subscribed and paid-up capital of the Company was 
R$ 28,656, consisting of 18,278,789 thousand common shares. 

 
(b)  Dividends  
 
During the first half of 2019, the Company deliberated the its parent company Hejoassu Administração S.A., the amount of R$ 
1,475 corresponding to dividends related to part of the balance of the "Profit reserves" account accumulated up to December 
31, 2018. 
 
Also, in the period ended on September of 2019, the Ordinary and Extraordinary Meeting resolved to cancel the mandatory 
minimum dividends for 2018 in the amount of R$ 415. 
 



   

 
Notes to the condensed consolidated interim financial statements  
at September 30, 2019 
All amounts in millions of reais unless otherwise stated                      

 

  

 

 

46 

(c) Carrying value adjustments 
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26 Net revenue from products sold and services rendered 
 

  
27 Expenses by nature 
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(a)  Employee benefit expenses 
 

  
 

28 Other operating expenses, net 
 

 
(i) Refers mainly to PIS and COFINS credits recognized in the subsidiaries CBA, VCSA and the indirect subsidiary VCNNE, in 

the amount of R$ 521. 
 
 
 
 
  

 

 



  
 
Notes to the condensed consolidated interim financial statements  
at September 30, 2019 
All amounts in millions of reais unless otherwise stated 
 
 
 
 

 

49 

29 Finance results, net 
 

 
 
(i)  Refers substantially to the restatement of the PIS and COFINS credit recognized in the subsidiary CBA, VCSA and indirect 

subsidiary VCNNE, in the amount of R$ 235. 
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30 Supplementary information – Business segments 
 
In order to provide more detailed information the Company has elected to present financial information organized into two 
business segments.  
 
The following information refers to the breakdown of VSA by business segments and considers the eliminations of balances 
and transactions between companies in the same segment, before: (i) eliminations between business segments; (ii) 
eliminations of investments held by the holding companies. Additionally, the eliminations and reclassifications among the 
companies are presented so that the net results reconcile with the consolidated financial information of VSA according to the 
supplementary information. This supplementary information is not intended to be in accordance with, and is not required by, 
the accounting practices adopted in Brazil, or by IFRS. 
  
(a)  Capital management 

The financial leverage ratios are calculated according to the information of the industrial segments, considering the 
accumulated results for 12 months, as loan covenants, and are summarized as follow: 
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(a) Balance sheet - business segments 
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(c) Statement of income – business segments 
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(d) EBITDA ajustado –Adjusted EBITDA - business segments 
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31 Subsequent events 
 
(a) ICMS on PIS and COFINS tax basis 
 
On October 11, 2019, the indirect subsidiary VCNNE obtained the recognition of the final judgment of one of its lawsuits related 
to the ICMS exclusion thesis on the PIS and COFINS calculation basis, so that a credit was recorded in its assets in the amount 
of R$ 128, R$ 91 of which was principal and R$ 36 was monetary restatement on the initial registration date. 
 
(b) Revolving credit line 
 
On October 25, 2019, the subsidiary Nexa entered into a revolving credit facility agreement with a group of banks in the 
amount of USD 300 million, with a maturity of five years and a cost of 3M LIBOR + 1.0% p.a. in the withdrawal. This 
agreement allows Nexa to use the funds at any time to meet their cash flow needs. Transaction costs will be capitalized and 
amortized over the contractual term. 
 
(c) Export credit note 
 
On October 23, 2019, to meet the short-term cash needs of the indirect subsidiary Nexa Brasil, the subsidiary Nexa entered 
into an Export Credit Note agreement in the principal amount of R$ 366 (USD 90 million) and LIBOR cost. 3M + 1.5% pa, 
maturing in five years. At the same time, the subsidiary contracted a swap to exchange the interest rate at the CDI rate + 
1.30% p.a., as well as the currency of the debt service payments from USD to BRL. The subsidiary will record the Export Credit 
Note as fair value option to eliminate the accounting mismatch that would arise if amortized cost were used. 


