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Company information / Capital composition 
 
 

Number of shares  Financial year ended December 

(thousands) 31, 2021 

Paid-up capital  
 

Common shares 99,631,414 

Preferred shares  0 

Total 99,631,414 

Treasury shares   

Common shares  0 

Preferred shares 0 

Total 0 
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 Parent company financial statements / Balance sheet – Assets (In thousands of reais) 

Account Account title  Last financial  
year  

Penultimate  
financial year 

Antepenultimate  
financial year  

code  December 31, 2021 December 31, 2020 December 31, 2019 

1 Total assets  2,664,878 2,355,157 1,093,447 

1.01 Current assets  725,701 850,035 628,975 

1.01.01 Cash and cash equivalents 2,448 3,291 1,686 

1.01.02 Cash investments  69,775 347,640 222,677 

1.01.02.01 Cash investments at fair value through profit or loss  69,775 347,640 222,677 

1.01.02.01.03 Cash investments at fair value  69,775 347,640 222,677 

1.01.03 Trade and other receivables  481,059 385,479 285,679 

1.01.03.01 Trade receivables  481,059 385,479 285,679 

1.01.04 Inventories  133,698 85,694 63,287 

1.01.06 Taxes recoverable  16,942 11,461 41,953 

1.01.06.01 Current taxes recoverable  16,942 11,461 41,953 

1.01.08 Other current assets  21,779 16,470 13,693 

1.01.08.03 Other  21,779 16,470 13,693 

1.02 Non-current assets  1,939,177 1,505,122 464,472 

1.02.01 Long-term receivables  329,182 144,863 64,320 

1.02.01.04 Trade and other receivables 2,016 2,564 10,402 

1.02.01.04.01 Trade receivables 2,016 2,564 10,402 

1.02.01.07 Deferred tax assets  178,775 48,850 15,196 

1.02.01.07.01 Deferred income tax and social contribution  51,140 48,850 15,196 

1.02.01.07.02 Taxes recoverable 127,635 0 0 

1.02.01.09 Receivables from related parties  109,917 75,548 23,736 

1.02.01.09.02 Receivables from subsidiaries  25,730 30,523 23,736 

1.02.01.09.05 Loans to related parties  84,187 45,025 0 

1.02.01.10 Other non-current assets  38,474 17,901 14,986 

1.02.01.10.03 Judicial deposits  19,772 17,585 14,669 

1.02.01.10.04 Other  12,275 316 317 

1.02.01.10.05 Derivative financial instruments  6,427 0 0 

1.02.02 Investments 1,458,891 1,253,681 301,573 

1.02.02.01 Investments accounted for using the equity method  1,456,431 1,251,565 298,556 
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Parent company financial statements /  Balance sheet – Assets (In thousands of reais) 

Account Account title Last financial 
 year 

Penultimate 
 financial year  

Antepenultimate  
financial year 

code  December 31, 2021 December 31, 2020 December 31, 2019 

1.02.02.01.02 Investments in subsidiaries  1,456,431 1,251,565 298,556 

1.02.02.02 Investment properties  2,460 2,116 3,017 

1.02.02.02.01 Investment properties 2,460 2,116 3,017 

1.02.03 Property, plant and equipment  70,033 49,068 57,199 

1.02.03.01 Property, plant and equipment in operation  70,033 49,068 57,199 

1.02.04 Intangible assets  81,071 57,510 41,380 

1.02.04.01 Intangible assets  81,071 57,510 41,380 

1.02.04.01.02 Trademarks and patents 8,795 5,582 5,336 

1.02.04.01.03 Key money  3,372 0 0 

1.02.04.01.04 Software licenses  68,904 51,928 36,044 
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Parent company financial statements / Balance sheet – Liabilities and equity (In thousands of reais) 

Account Account title Last financial  
year 

Penultimate 
 financial year 

Antepenultimate 
financial year  

code  December 31, 2021 December 31, 2020 December 31, 2019 

2 Total liabilities  2,664,878 2,355,157 1,093,447 

2.01 Current liabilities  977,542 600,230 268,138 

2.01.01 Salaries, vacation pay and social charges payable  57,461 31,699 42,855 

2.01.01.01 Social charges 4,741 2,852 3,798 

2.01.01.02 Salaries and vacation pay  52,720 28,847 39,057 

2.01.02 Trade payables  459,056 335,821 121,687 

2.01.02.01 Domestic suppliers  454,050 332,760 120,732 

2.01.02.02 Foreign suppliers  5,006 3,061 955 

2.01.03 Taxes payable 18,433 8,761 8,894 

2.01.03.01 Federal taxes payable 15,978 8,409 8,584 

2.01.03.01.02 Other federal taxes payable  15,978 8,409 8,584 

2.01.03.02 State taxes payable 2,421 334 302 

2.01.03.03 Municipal taxes payable 34 18 8 

2.01.04 Borrowings  337,348 142,160 45,419 

2.01.04.01 Borrowings  337,348 142,160 45,419 

2.01.04.01.01 In local currency 165,070 41,369 5,118 

2.01.04.01.02 In foreign currency  172,278 100,791 40,301 

2.01.05 Other liabilities  105,244 81,789 49,283 

2.01.05.02 Other  105,244 81,789 49,283 

2.01.05.02.01 Dividends and interest on capital payable  55,962 0 22,675 

2.01.05.02.04 Other  44,557 75,976 19,782 

2.01.05.02.05 Lease liabilities  4,725 5,813 6,826 

2.02 Non-current liabilities 96,756 406,330 79,238 

2.02.01 Borrowings 9,500 318,611 3,839 

2.02.01.01 Borrowings 9,500 318,611 3,839 

2.02.01.01.01 In local currency 9,500 318,611 3,839 

2.02.02 Other liabilities 13,886 16,735 25,615 

2.02.02.01 Payables to related parties  0 0 3,795 

2.02.02.01.04 Payables to subsidiary 0 0 3,795 
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Parent company financial statements / Balance sheet – Liabilities and equity (In thousands of reais) 

Account Account title Last financial 
 year  

Penultimate  
financial year  

Antepenultimate  
financial year  

code  December 31, 2021 December 31, 2020 December 31, 2019 

2.02.02.02 Other  13,886 16,735 21,820 

2.02.02.02.04 Lease liabilities  13,886 16,735 21,820 

2.02.04 Provisions  73,317 70,771 49,411 

2.02.04.01 Provisions for tax, social security, labor and civil proceedings 7,785 5,721 5,508 

2.02.04.01.02 Provision for social security and labor proceedings  6,060 3,990 3,608 

2.02.04.01.04 Provision for civil proceedings  50 56 225 

2.02.04.01.05 Provision for tax proceedings  1,675 1,675 1,675 

2.02.04.02 Other provisions  65,532 65,050 43,903 

2.02.04.02.04 Provision for net capital deficiency  65,532 65,050 43,903 

2.02.06 Deferred profit and revenue 53 213 373 

2.02.06.02 Deferred revenue  53 213 373 

2.03 Equity  1,590,580 1,348,597 746,071 

2.03.01 Paid-up capital  811,284 967,924 352,715 

2.03.02 Capital reserves  196,925 49,229 50,538 

2.03.02.02 Special reserve for goodwill arising from merger 21,470 21,470 21,470 

2.03.02.05 Treasury shares  -3,105 -191 -195 

2.03.02.07 Capital reserve 158,239 0 0 

2.03.02.09 Reserve for share option and restricted stock plans 20,321 27,950 29,263 

2.03.04 Revenue reserves  591,478 338,414 335,998 

2.03.04.01 Legal reserve 57,511 57,511 55,082 

2.03.04.05 Retained earnings reserve  174,861 50,384 39,194 

2.03.04.07 Tax incentive reserve  309,106 227,937 213,880 

2.03.04.08 Proposed additional dividend 50,000 2,582 27,842 

2.03.06 Carrying value adjustments  -9,107 -6,970 6,820 
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Parent company financial statements / Statement of income (In thousands of reais) 

Account Account title  Last financial 
 year  

Penultimate 
 financial year 

Antepenultimate  
financial year 

code  January 1, 2021 to 
 December 31, 2021 

January 1, 2020 to 
December 31, 2020 

January 1, 2019 to 
December 31, 2019 

3.01 Revenue from sale of goods and/or services  1,720,458 1,113,236 1,288,071 

3.02 Cost of sales and/or services  -1,131,046 -744,694 -813,665 

3.03 Gross profit  589,412 368,542 474,406 

3.04 Operating expenses/income -211,973 -322,817 -296,882 

3.04.01 Selling expenses  -308,307 -241,321 -183,082 

3.04.02 General and administrative expenses  -166,915 -116,812 -136,463 

3.04.04 Other operating income  131,169 2,562 0 

3.04.05 Other operating expenses -7,171 -5,428 18,513 

3.04.06 Share of profits of equity-accounted subsidiaries  139,251 38,182 4,150 

3.05 Profit before finance costs and taxes  377,439 45,725 177,524 

3.06 Finance costs – net  -25,591 -20,993 -2,426 

3.06.01 Finance income 26,725 35,802 17,145 

3.06.01.01 Interest income 14,626 14,178 15,499 

3.06.01.02 Foreign exchange gains 12,099 21,624 1,646 

3.06.02 Finance costs  -52,316 -56,795 -19,571 

3.06.02.01 Interest expense -35,128 -26,855 -11,813 

3.06.02.02 Foreign exchange losses -17,188 -29,940 -7,758 

3.07 Profit before income tax and social contribution  351,848 24,732 175,098 

3.08 Income tax and social contribution -6,614 23,852 -12,959 

3.08.01 Current  -8,904 -9,802 -14,090 

3.08.02 Deferred 2,290 33,654 1,131 

3.09 Profit for the year from continuing operations  345,234 48,584 162,139 

3.11 Profit for the year 345,234 48,584 162,139 

3.99 Earnings per share (expressed in R$ per share)    

3.99.01 Basic earnings per share     

3.99.01.01 Common shares  3.4514 0.5302 1.7879 

3.99.02 Diluted earnings per share     

3.99.02.01 Common shares  3.3813 0.5283 1.7799 
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 Parent company financial statements / Statement of comprehensive income (In thousands of reais) 

Account  Account title Last financial  
year  

Penultimate  
financial year  

Antepenultimate 
 financial year  

code  January 1, 2021 to 
 December 31, 2021 

January 1, 2020 to 
December 31, 2020 

January 1, 2019 to 
December 31, 2019 

4.01 Profit for the year  345,234 48,584 162,139 

4.02 Other comprehensive income/loss -2,198 -13,790 2,478 

4.02.01 Exchange differences on translation of foreign operations -2,198 -13,790 -789 

4.02.02 Net investment hedge  0 0 3,267 

4.03 Total comprehensive income for the year  343,036 34,794 164,617 
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 Parent company financial statements / Statement of cash flows - Indirect method (In thousands of reais)  

Account Account title  Last financial  
year  

Penultimate 
 financial year  

Antepenultimate  
financial year 

code  January 1, 2021 to 
 December 31, 2021 

January 1, 2020 to 
December 31, 2020 

January 1, 2019 to 
December 31, 2019 

6.01 Net cash provided by operating activities  131,316 141,329 179,480 

6.01.01 Cash from operations 274,598 39,039 203,365 

6.01.01.01 Profit before income tax and social contribution  345,234 48,584 162,139 

6.01.01.02 Depreciation and amortization  26,048 21,663 27,515 

6.01.01.03 Profit/loss on disposal of property, plant and equipment and intangible assets -764 333 -145 

6.01.01.05 Share of net profits of subsidiaries accounted for using the equity method -139,251 -38,182 -4,150 

6.01.01.06 Provision for labor, tax and civil proceedings   2,064 213 15 

6.01.01.07 Interest and foreign exchange losses on borrowings 33,161 28,994 10,268 

6.01.01.08 Interest income on cash investments -6,754 -10,170 -10,853 

6.01.01.09 Provision for impairment of trade receivables -348 7,553 -3,200 

6.01.01.10 Complementary provision for inventory losses 4,666 94 4,060 

6.01.01.11 Share option plan  2,661 2,363 3,813 

6.01.01.12 Interest expense on lease liabilities 1,267 1,447 944 

6.01.01.13 Income tax and social contribution  6,614 -23,853 12,959 

6.01.02 Changes in assets and liabilities -128,430 107,233 -6,296 

6.01.02.01 Trade receivables -98,915 -99,515 -26,914 

6.01.02.02 Inventories  -47,039 -22,501 -22,027 

6.01.02.03 Changes in other current and non-current assets  -23,696 -2,438 -1,434 

6.01.02.04 Taxes recoverable  -135,948 30,914 -5,423 

6.01.02.05 Judicial deposits  -2,187 -2,915 -2,655 

6.01.02.07 Trade payables  123,249 214,748 31,271 

6.01.02.08 Salaries and vacation pay 23,875 -10,211 9,272 

6.01.02.09 Taxes and social charges payable  12,360 -6,888 3,151 

6.01.02.11 Other liabilities  19,871 6,039 8,463 

6.01.03 Other  -14,852 -4,943 -17,589 

6.01.03.01 Income tax and social contribution paid -4,920 0 -14,810 

6.01.03.02 Interest paid on borrowings  -9,932 -4,943 -2,779 

6.02 Net cash provided by/used in investing activities  92,710 -384,648 5,480 

6.02.01 Purchases of property, plant and equipment and intangible assets  -65,475 -29,147 -33,483 
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Parent company financial statements / Statement of cash flows – Indirect method (In thousands of reais)  

Account Account title Last financial  
year 

Penultimate 
 financial year  

Antepenultimate 
 financial year 

code  January 1, 2021 to 
 December 31, 2021 

January 1, 2020 to 
December 31, 2020 

January 1, 2019 to 
December 31, 2019 

6.02.02 Proceeds from sale of property, plant and equipment and intangible assets  915 922 500 

6.02.03 Deposit/withdrawal of cash investments  282,444 -116,264 -4,955 

6.02.05 Capital contribution to subsidiaries -90,158 -84,949 0 

6.02.06 Dividends received 14,984 19,790 43,418 

6.02.07 Payment for acquisition of subsidiary  -50,000 -175,000 0 

6.03 Net cash provided by/used in financing activities  -224,869 244,924 -184,376 

6.03.01 Proceeds from borrowings  9,500 527,343 0 

6.03.02 Repayment of borrowings  -146,652 -139,881 -28,962 

6.03.04 Transactions with related parties  -34,306 -58,552 -16,921 

6.03.05 Interest on capital paid  -29,590 -42,415 -43,526 

6.03.06 Dividends paid  -2,582 -28,530 -100,000 

6.03.08 Increase of share capital through issue of shares  2,569 0 11,642 

6.03.09 Payments for shares bought back  -14,175 -3,672 0 

6.03.10 Principal elements of lease payments  -9,633 -9,369 -6,609 

6.05 Increase/decrease in cash and cash equivalents  -843 1,605 584 

6.05.01 Cash and cash equivalents at the beginning of the year  3,291 1,686 1,102 

6.05.02 Cash and cash equivalents at the end of the year  2,448 3,291 1,686 
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Parent company financial statements / Statement of changes in equity – January 1, 2021 to December 31, 2021 (In thousands of reais) 

Account 
code 

Account title  Paid-up 
capital 

Capital reserves, 
share options granted 
and treasury shares  

Revenue reserves  Retained earnings or 
accumulated deficit 

Other comprehensive 
income 

Equity  

5.01 Opening balances 967,924 49,229 335,832 2,582 -6,970 1,348,597 

5.03 Adjusted opening balances  967,924 49,229 335,832 2,582 -6,970 1,348,597 

5.04 Equity transactions with shareholders  2,569 -11,513 50,000 -142,170 0 -101,114 

5.04.03 Share options granted  0 52,663 0 0 0 52,663 

5.04.04 Acquisition of treasury shares  0 -64,176 0 0 0 -64,176 

5.04.06 Dividends paid  0 0 0 -28,796 0 -28,796 

5.04.07 Interest on capital paid  0 0 0 -63,374 0 -63,374 

5.04.08 Advance for future capital increase  2,569 0 0 0 0 2,569 

5.04.09 Proposed additional dividend 0 0 50,000 -50,000 0 0 

5.05 Total comprehensive income 0 0 0 345,234 -2,137 343,097 

5.05.01 Profit for the year  0 0 0 345,234 0 345,234 

5.05.02 Other comprehensive income/loss  0 0 0 0 -2,137 -2,137 

5.05.02.01 Financial instrument adjustments 0 0 0 0 61 61 

5.05.02.04 Cumulative translation adjustments  0 0 0 0 -2,198 -2,198 

5.06 Internal changes in equity  -159,209 159,209 205,646 -205,646 0 0 

5.06.01 Transfer to reserves  -159,209 159,209 205,646 -205,646 0 0 

5.07 Closing balances  811,284 196,925 591,478 0 -9,107 1,590,580 
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Parent company financial statements / Statement of changes in equity – January 1, 2020 to December 31, 2020 (In thousands of reais) 

Account 
code 

Account title  Paid-up 
capital  

Capital reserves, 
share options granted 
and treasury shares  

Revenue reserves  Retained earnings or 
accumulated deficit 

Other comprehensive 
income 

Equity  

5.01 Opening balances  352,715 50,538 335,998 0 6,820 746,071 

5.03 Adjusted opening balances  352,715 50,538 335,998 0 6,820 746,071 

5.04 Equity transactions with shareholders  615,209 -1,309 -48,269 0 0 565,631 

5.04.01 Share capital increases  615,209 0 0 0 0 615,209 

5.04.05 Acquisition of treasury shares  0 -3,672 0 0 0 -3,672 

5.04.07 Interest on capital paid  0 0 -26,978 0 0 -26,978 

5.04.08 Share options and restricted stock granted 0 2,363 0 0 0 2,363 

5.04.09 Interim dividends paid  0 0 -21,291 0 0 -21,291 

5.05 Total comprehensive income 0 0 0 48,584 -13,790 34,794 

5.05.01 Profit for the year  0 0 0 48,584 0 48,584 

5.05.02 Other comprehensive income/loss  0 0 0 0 -13,790 -13,790 

5.05.02.06 Exchange differences on translation of foreign 
operations 

0 0 0 0 -13,790 -13,790 

5.06 Internal changes in equity  0 0 48,103 -46,002 0 2,101 

5.06.05 Legal reserve  0 0 2,429 -2,429 0 0 

5.06.06 Tax incentive reserve  0 0 43,573 -43,573 0 0 

5.06.07 Reversal of expired dividends of related party  0 0 2,101 0 0 2,101 

5.07 Closing balances  967,924 49,229 335,832 2,582 -6,970 1,348,597 
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 Parent company financial statements / Statement of changes in equity – January 1, 2019 to December 31, 2019   (In thousands of reais) 

Account 
code 

Account title  Paid-up 
capital  

Capital reserves, 
share options granted 
and treasury shares  

Revenue reserves  Retained earnings or 
accumulated deficit  

Other comprehensive 
income 

Equity  

5.01 Opening balances  341,073 46,725 301,476 17,726 4,342 711,342 

5.03 Adjusted opening balances  341,073 46,725 301,476 17,726 4,342 711,342 

5.04 Equity transactions with shareholders  11,642 3,813 -75,000 -70,343 0 -129,888 

5.04.06 Dividends paid  0 0 0 -17,726 0 -17,726 

5.04.07 Interest on capital paid  0 0 0 -38,105 0 -38,105 

5.04.08 Share options and restricted stock granted 0 3,813 0 0 0 3,813 

5.04.09 Issue of shares  11,642 0 0 0 0 11,642 

5.04.13 Interim dividends paid  0 0 -75,000 -14,512 0 -89,512 

5.05 Total comprehensive income 0 0 0 162,139 2,478 164,617 

5.05.01 Profit for the year  0 0 0 162,139 0 162,139 

5.05.02 Other comprehensive income/loss  0 0 0 0 2,478 2,478 

5.05.02.06 Exchange differences on translation of foreign 
operations  

0 0 0 0 -789 -789 

5.05.02.07 Net investment hedge, net of taxes 0 0 0 0 3,267 3,267 

5.06 Internal changes in equity  0 0 81,680 -81,680 0 0 

5.06.04 Legal reserve 0 0 4,243 -4,243 0 0 

5.06.05 Tax incentive reserve  0 0 77,437 -77,437 0 0 

5.07 Closing balances  352,715 50,538 308,156 27,842 6,820 746,071 
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 Parent company financial statements / Statement of value added (In thousands of reais) 

Account Account title Last financial  
year 

Penultimate 
 financial year  

Antepenultimate  
financial year  

code  January 1, 2021 to 
 December 31, 2021 

January 1, 2020 to 
December 31, 2020 

January 1, 2019 to 
December 31, 2019 

7.01 Revenue 2,002,320 1,290,327 1,498,750 

7.01.01 Sales of goods, products and services  2,001,972 1,297,880 1,495,550 

7.01.04 Provision for/reversal of impairment of trade receivables  348 -7,553 3,200 

7.02 Inputs acquired from third parties -1,690,978 -1,125,550 -1,174,612 

7.02.01 Cost of sales and services -1,436,249 -945,643 -1,033,225 

7.02.02 Materials, electricity, outsourced services and other -250,971 -175,729 -136,696 

7.02.04 Other  -3,758 -4,178 -4,691 

7.03 Gross value added  311,342 164,777 324,138 

7.04 Deduction -26,048 -21,663 -27,515 

7.04.01 Depreciation, amortization and depletion -26,048 -21,663 -27,515 

7.05 Net value added generated by the entity 285,294 143,114 296,623 

7.06 Value added received through transfer 288,807 63,872 45,318 

7.06.01 Share of net profits of subsidiaries accounted for using the equity method  139,251 38,182 4,150 

7.06.02 Finance income 19,158 24,583 17,144 

7.06.03 Other  130,398 1,107 24,024 

7.07 Total value added to distribute 574,101 206,986 341,941 

7.08 Distribution of value added  574,101 206,986 341,941 

7.08.01 To employees  172,562 130,948 131,971 

7.08.01.01 Direct compensation 89,010 82,719 76,978 

7.08.01.02 Benefits  10,320 11,087 9,239 

7.08.01.03 Government severance indemnity fund for employees (FGTS) 7,604 8,779 7,413 

7.08.01.04 Other  65,628 28,363 38,341 

7.08.01.04.01 Employee profit sharing 30,511 9,143 18,800 

7.08.01.04.02 Other  28,717 15,248 14,029 

7.08.01.04.03 Share option and restricted stock plans 6,400 3,972 5,512 

7.08.02 To government (taxes and duties)  5,151 -21,374 20,889 

7.08.02.01 Federal 65,087 16,219 62,301 

7.08.02.02 State  -60,598 -38,260 -42,092 

7.08.02.03 Municipal 662 667 680 
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Parent company financial statements / Statement of value added (In thousands of reais)  

Account Account title  Last financial  
year  

Penultimate  
financial year  

Antepenultimate  
financial year  

code  January 1, 2021 to 
 December 31, 2021 

January 1, 2020 to 
December 31, 2020 

January 1, 2019 to 
December 31, 2019 

7.08.03 To lenders and creditors  51,155 48,828 26,942 

7.08.03.01 Interest 19,248 12,876 3,719 

7.08.03.02 Rentals  6,406 3,252 7,372 

7.08.03.03 Other  25,501 32,700 15,851 

7.08.03.03.01 Finance costs  25,501 32,700 15,851 

7.08.04 To shareholders  345,233 48,584 162,139 

7.08.04.01 Interest on capital  63,374 0 38,105 

7.08.04.02 Dividends 76,213 2,582 42,354 

7.08.04.03 Profits retained / Loss for the year  205,646 46,002 81,680 
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Consolidated financial statements / Balance sheet – Assets (In thousands of reais) 

Account Account title Last financial 
 year  

Penultimate 
 financial year  

Antepenultimate  
financial year  

code  December 31, 2021 December 31, 2020 December 31, 2019 

1 Total assets  3,366,326 2,832,545 1,413,249 

1.01 Current assets  1,646,786 1,564,868 980,665 

1.01.01 Cash and cash equivalents  33,750 38,297 13,808 

1.01.02 Cash investments  228,809 522,868 263,875 

1.01.02.01 Cash investments at fair value through profit or loss  228,809 522,868 263,875 

1.01.02.01.03 Cash investments at fair value  228,809 522,868 263,875 

1.01.03 Trade and other receivables  790,302 598,824 413,412 

1.01.03.01 Trade receivables  790,302 598,824 413,412 

1.01.04 Inventories  450,487 290,896 179,499 

1.01.06 Taxes recoverable  73,852 86,034 90,332 

1.01.06.01 Current taxes recoverable  73,852 86,034 90,332 

1.01.08 Other current assets  69,586 27,949 19,739 

1.01.08.03 Other  69,586 27,949 19,739 

1.01.08.03.01 Other receivables  68,230 27,949 19,739 

1.01.08.03.02 Derivative financial instruments  1,356 0 0 

1.02 Non-current assets  1,719,540 1,267,677 432,584 

1.02.01 Long-term receivables  297,892 118,494 50,438 

1.02.01.04 Trade and other receivables 4,276 2,564 10,402 

1.02.01.04.01 Trade receivables 4,276 2,564 10,402 

1.02.01.07 Deferred tax assets  90,225 80,632 15,682 

1.02.01.07.01 Deferred income tax and social contribution  90,225 80,632 15,682 

1.02.01.09 Receivables from related parties  0 1,000 0 

1.02.01.09.05 Receivables from subsidiaries 0 1,000 0 

1.02.01.10 Other non-current assets  203,391 34,298 24,354 

1.02.01.10.03 Judicial deposits  54,390 30,970 21,863 

1.02.01.10.04 Other  14,939 3,328 2,491 

1.02.01.10.05 Taxes recoverable  127,635 0 0 

1.02.01.10.06 Derivative financial instruments  6,427 0 0 

1.02.02 Investments 2,862 3,016 3,017 
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Consolidated financial statements / Balance sheet – Assets (In thousands of reais) 

Account  Account title  Last financial  
year 

Penultimate 
 financial year  

Antepenultimate  
financial year  

code  December 31, 2021 December 31, 2020 December 31, 2019 

1.02.02.01 Investments accounted for using the equity method 402 900 0 

1.02.02.01.04 Investments in joint ventures  402 900 0 

1.02.02.02 Investment properties 2,460 2,116 3,017 

1.02.02.02.01 Investment properties 2,460 2,116 3,017 

1.02.03 Property, plant and equipment  403,868 316,300 304,082 

1.02.03.01 Property, plant and equipment in operation 403,868 316,300 304,082 

1.02.04 Intangible assets  1,014,918 829,867 75,047 

1.02.04.01 Intangible assets  1,014,918 829,867 75,047 

1.02.04.01.02 Trademarks and patents 11,123 7,810 6,494 

1.02.04.01.03 Key money 46,728 33,829 28,167 

1.02.04.01.04 Software licenses  94,708 55,673 40,386 

1.02.04.01.05 Intangible assets – fair value adjustments to the carrying amounts  301,463 266,427 0 

1.02.04.01.06 Goodwill  560,896 466,128 0 
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Consolidated financial statements / Balance sheet – Liabilities and equity (In thousands of reais) 

Account Account title Last financial  
year 

Penultimate 
 financial year 

Antepenultimate 
 financial year  

code  December 31, 2021 December 31, 2020 December 31, 2019 

2 Total liabilities 3,366,326 2,832,545 1,413,249 

2.01 Current liabilities  1,519,000 911,418 464,659 

2.01.01 Salaries, vacation and social charges payable 112,773 59,269 52,944 

2.01.01.01 Social charges  13,761 7,498 5,647 

2.01.01.02 Salaries and vacation pay 99,012 51,771 47,297 

2.01.02 Trade payables  574,713 399,189 134,967 

2.01.02.01 Domestic suppliers  567,737 395,803 134,012 

2.01.02.02 Foreign suppliers  6,976 3,386 955 

2.01.03 Taxes payable  77,212 40,481 27,259 

2.01.03.01 Federal taxes payable  51,989 21,944 22,734 

2.01.03.01.01 Income tax and social contribution  22,408 6,361 12,086 

2.01.03.01.02 Other federal taxes payable  29,581 15,583 10,648 

2.01.03.02 State taxes payable  24,988 18,386 4,521 

2.01.03.03 Municipal taxes payable 235 151 4 

2.01.04 Borrowings  496,861 239,483 158,222 

2.01.04.01 Borrowings 496,861 239,483 158,222 

2.01.04.01.01 In local currency  181,377 53,912 5,191 

2.01.04.01.02 In foreign currency  315,484 185,571 153,031 

2.01.05 Other liabilities 257,441 172,996 91,267 

2.01.05.02 Other  257,441 172,996 91,267 

2.01.05.02.01 Dividends and interest on capital payable  55,962 0 22,675 

2.01.05.02.04 Other  133,944 120,106 28,447 

2.01.05.02.05 Lease liabilities  57,017 52,890 40,145 

2.01.05.02.06 Payables for acquisition of subsidiaries  10,518 0 0 

2.02 Non-current liabilities 255,320 572,530 202,519 

2.02.01 Borrowings 37,733 394,786 22,562 

2.02.01.01 Borrowings 37,733 394,786 22,562 

2.02.01.01.01 In local currency 37,108 239,553 4,117 

2.02.01.01.02 In foreign currency 625 155,233 18,445 
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Consolidated financial statements / Balance sheet – Liabilities and equity (In thousands of reais) 

Account Account title Last financial 
 year 

Penultimate 
 financial year 

Antepenultimate 
 financial year  

code  December 31, 2021 December 31, 2020 December 31, 2019 

2.02.02 Other liabilities  198,033 164,603 170,415 

2.02.02.01 Payables to related parties  0 0 1,502 

2.02.02.01.04 Payables to controlling shareholders 0 0 1,502 

2.02.02.02 Other  198,033 164,603 168,913 

2.02.02.02.01 Share-based payments  21,144 0 0 

2.02.02.02.03 Lease liabilities  174,879 160,470 168,913 

2.02.02.02.04 Other payables  1,813 0 0 

2.02.02.02.05 Taxes payable in installments  197 4,133 0 

2.02.03 Deferred tax liabilities  5,441 0 0 

2.02.03.01 Deferred income tax and social contribution  5,441 0 0 

2.02.04 Provisions  14,060 12,928 9,169 

2.02.04.01 Provisions for tax, social security, labor and civil proceedings  14,060 12,928 9,169 

2.02.04.01.02 Provision for social security and labor proceedings  11,580 10,290 6,887 

2.02.04.01.04 Provision for civil proceedings 436 594 238 

2.02.04.01.05 Provision for tax proceedings 2,044 2,044 2,044 

2.02.06 Deferred profit and revenue 53 213 373 

2.02.06.02 Deferred revenue 53 213 373 

2.03 Consolidated equity  1,592,006 1,348,597 746,071 

2.03.01 Paid-up capital  811,284 967,924 352,715 

2.03.02 Capital reserves  196,925 49,229 50,538 

2.03.02.02 Special reserve for goodwill arising from merger 21,470 21,470 21,470 

2.03.02.05 Treasury shares  -3,105 -191 -195 

2.03.02.07 Capital reserves 158,239 0 0 

2.03.02.09 Reserve for share option and restricted stock plans 20,321 27,950 29,263 

2.03.04 Revenue reserves  591,478 338,414 335,998 

2.03.04.01 Legal reserve 57,511 57,511 55,082 

2.03.04.05 Retained earnings reserve  174,861 50,384 39,194 

2.03.04.07 Tax incentive reserve  309,106 227,937 213,880 

2.03.04.08 Proposed additional dividend 50,000 2,582 27,842 
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Consolidated financial statements / Balance sheet – Liabilities and equity  (In thousands of reais) 

Account Account title  Last financial 
 year 

Penultimate 
 financial year 

Antepenultimate 
 financial year 

code  December 31, 2021 December 31, 2020 December 31, 2019 

2.03.06 Carrying value adjustments  -9,107 -6,970 6,820 

2.03.09 Non-controlling interests  1,426 0 0 
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Consolidated financial statements / Statement of income (In thousands of reais) 

Account Account title  Last financial 
 year  

Penultimate  
financial year 

Antepenultimate 
 financial year 

code  January 1, 2021 to  
December 31, 2021 

January 1, 2020 to 
December 31, 2020 

January 1, 2019 to 
December 31, 2019 

3.01 Revenue from sale of goods and/or services  2,923,827 1,590,992 1,679,235 

3.02 Cost of sales and/or services  -1,385,147 -835,779 -903,541 

3.03 Gross profit  1,538,680 755,213 775,694 

3.04 Operating income/expenses  -1,070,155 -663,104 -552,592 

3.04.01 Selling expenses  -884,411 -529,953 -424,366 

3.04.02 General and administrative expenses  -316,217 -162,234 -184,012 

3.04.04 Other operating income 146,163 56,201 0 

3.04.05 Other operating expenses  -15,690 -27,118 55,786 

3.05 Profit before finance costs and taxes  468,525 92,109 223,102 

3.06 Finance costs – net  -64,671 -37,551 -18,176 

3.06.01 Finance income 42,377 65,531 24,720 

3.06.01.01 Interest income 26,313 16,463 18,344 

3.06.01.02 Foreign exchange gains 16,064 49,068 6,376 

3.06.02 Finance costs  -107,048 -103,082 -42,896 

3.06.02.01 Interest expense -88,507 -51,604 -29,646 

3.06.02.02 Foreign exchange losses  -18,541 -51,478 -13,250 

3.07 Profit before income tax and social contribution  403,854 54,558 204,926 

3.08 Income tax and social contribution  -60,134 -5,974 -42,787 

3.08.01 Current  -64,286 -46,596 -42,659 

3.08.02 Deferred  4,152 40,622 -128 

3.09 Profit for the year from continuing operations 343,720 48,584 162,139 

3.11 Consolidated profit for the year  343,720 48,584 162,139 

3.11.01 Attributable to owners of the Parent company  345,234 48,584 162,139 

3.11.02 Attributable to non-controlling interests  -1,514 0 0 

3.99 Earnings per share (expressed in R$ per share)    

3.99.01 Basic earnings per share    

3.99.01.01 Common shares  3.4514 0.5302 1.7879 

3.99.02 Diluted earnings per share    

3.99.02.01 Common shares  3.3813 0.5283 1.7799 
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Consolidated financial statements / Statement of comprehensive income (In thousands of reais)  

Account  Account title  Last financial 
 year  

Penultimate  
financial year  

Antepenultimate  
financial year  

code  January 1, 2021 to 
 December 31, 2021 

January 1, 2020 to 
December 31, 2020 

January 1, 2019 to 
December 31, 2019 

4.01 Consolidated profit for the year  343,720 48,584 162,139 

4.02 Other comprehensive income/loss  -2,137 -13,790 2,478 

4.02.01 Exchange differences on translation of foreign operations -2,198 -13,790 -789 

4.02.02 Net investment hedge  0 0 3,267 

4.02.03 Investment losses  61 0 0 

4.03 Total consolidated comprehensive income for the year  341,583 34,794 164,617 

4.03.01 Attributable to owners of the Parent company 343,097 34,794 164,617 

4.03.02 Attributable to non-controlling interests -1,514 0 0 
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 Consolidated financial statements / Statement of cash flows – Indirect method (In thousands of reais)  

Account Account title  Last financial 
 year 

Penultimate  
financial year 

Antepenultimate 
 financial year 

code  January 1, 2021 to 
 December 31, 2021 

January 1, 2020 to 
December 31, 2020 

January 1, 2019 to 
December 31, 2019 

6.01 Net cash provided by operating activities  241,938 220,316 204,882 

6.01.01 Cash from operations  547,327 198,434 297,062 

6.01.01.01 Profit before income tax and social contribution 343,720 48,584 162,139 

6.01.01.02 Depreciation and amortization  105,748 81,103 80,322 

6.01.01.03 Profit/loss on disposal of property, plant and equipment and intangible assets  -2,250 20,712 -3,251 

6.01.01.06 Provision for labor, tax and civil proceedings   1,132 801 784 

6.01.01.07 Interest and foreign exchange losses on borrowings  34,056 34,612 16,517 

6.01.01.08 Interest income on cash investments  -13,127 -11,650 -13,614 

6.01.01.09 Provision for impairment of trade receivables -265 8,938 -2,610 

6.01.01.10 Complementary provision for inventory losses 7,091 1,026 4,569 

6.01.01.11 Share option plan  2,661 2,363 3,813 

6.01.01.12 Interest expense on lease liabilities  8,427 5,972 5,608 

6.01.01.13 Income tax and social contribution  60,134 5,973 42,785 

6.01.02 Changes in assets and liabilities -275,316 50,373 -50,887 

6.01.02.01 Trade receivables  -197,157 -108,797 -27,753 

6.01.02.02 Inventories  -166,683 -38,655 -33,208 

6.01.02.03 Changes in other current assets  -59,360 -25,357 2,306 

6.01.02.04 Taxes recoverable -152,525 -15,140 -40,835 

6.01.02.05 Judicial deposits  -23,420 -9,108 -3,461 

6.01.02.07 Trade payables  183,093 234,575 29,496 

6.01.02.08 Salaries and vacation pay 47,242 -8,610 9,135 

6.01.02.09 Taxes and social charges payable  31,101 5,313 1,465 

6.01.02.11 Changes in other current liabilities  62,393 16,152 11,968 

6.01.03 Other  -30,073 -28,491 -41,293 

6.01.03.01 Income tax and social contribution paid  -11,549 -19,437 -34,825 

6.01.03.02 Interest paid on borrowings  -18,524 -9,054 -6,468 

6.02 Net cash used in investing activities  -10,772 -297,282 -85,409 

6.02.01 Purchases of property, plant and equipment and intangible assets  -168,881 -46,185 -65,607 

6.02.02 Proceeds from sale of property, plant and equipment and intangible assets  1,472 1,277 6,126 
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Consolidated financial statements / Statement of cash flows – Indirect method (In thousands of reais)  

Account Account title Last financial 
 year  

Penultimate  
financial year 

Antepenultimate  
financial year 

code  January 1, 2021 to  
December 31, 2021 

January 1, 2020 to 
December 31, 2020 

January 1, 2019 to 
December 31, 2019 

6.02.03 Deposit/withdrawal of cash investments  302,958 -189,024 -25,928 

6.02.05 Capital contribution to subsidiaries 0 100,000 0 

6.02.06 Dividends received 0 54 0 

6.02.07 Payment for acquisition of subsidiary  -146,321 -163,404 0 

6.03 Net cash provided by/used in financing activities -233,513 101,451 -114,281 

6.03.01 Proceeds from borrowings  128,180 552,851 153,084 

6.03.02 Repayment of borrowings  -243,386 -213,882 -88,816 

6.03.05 Interest on capital paid -29,590 -42,415 -43,526 

6.03.06 Dividends paid  -2,582 -128,577 -100,000 

6.03.07 Receivables from/payables to shareholders  1,000 -2,502 58 

6.03.08 Share capital increase through issue of shares  2,569 0 11,642 

6.03.09 Payments for shares bought back  -14,175 -3,672 0 

6.03.10 Principal elements of lease payments  -75,529 -60,352 -46,723 

6.04 Effects of exchange rate changes on cash and cash equivalents -2,200 4 115 

6.05 Increase/decrease in cash and cash equivalents -4,547 24,489 5,307 

6.05.01 Cash and cash equivalents at the beginning of the year  38,297 13,808 8,501 

6.05.02 Cash and cash equivalents at the end of the year 33,750 38,297 13,808 
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Consolidated financial statements / Statement of changes in equity – January 1, 2021 to December 31, 2021   (In thousands of reais) 

Account 
code 

Account title  Paid-up 
capital  

Capital reserves, 
share options granted 
and treasury shares 

Revenue reserves Retained earnings or 
accumulated deficit 

Other comprehensive 
income 

Equity  Non-controlling interests Consolidated equity  

5.01 Opening balances  967,924 49,229 335,832 2,582 -6,970 1,348,597 0 1,348,597 

5.02 Prior-year adjustments  0 0 0 0 0 0 2,940 2,940 

5.03 Adjusted opening balances  967,924 49,229 335,832 2,582 -6,970 1,348,597 2,940 1,351,537 

5.04 Equity transactions with shareholders  2,569 -11,513 50,000 -142,170 0 -101,114 0 -101,114 

5.04.03 Share options granted  0 52,663 0 0 0 52,663 0 52,663 

5.04.04 Acquisition of treasury shares  0 -64,176 0 0 0 -64,176 0 -64,176 

5.04.06 Dividend paid  0 0 0 -28,796 0 -28,796 0 -28,796 

5.04.07 Interest on capital paid  0 0 0 -63,374 0 -63,374 0 -63,374 

5.04.08 Advance for future capital increase  2,569 0 0 0 0 2,569 0 2,569 

5.04.09 Proposed additional dividends  0 0 50,000 -50,000 0 0 0 0 

5.05 Total comprehensive income 0 0 0 345,234 -2,137 343,097 -1,514 341,583 

5.05.01 Profit for the year  0 0 0 345,234 0 345,234 -1,514 343,720 

5.05.02 Other comprehensive income/loss 0 0 0 0 -2,137 -2,137 0 -2,137 

5.05.02.01 Financial instrument adjustments 0 0 0 0 61 61 0 61 

5.05.02.02 Taxes on financial instrument 
adjustments  

0 0 0 0 -2,198 -2,198 0 -2,198 

5.06 Internal changes in equity  -159,209 159,209 205,646 -205,646 0 0 0 0 

5.06.01 Transfer to reserves  -159,209 159,209 205,646 -205,646 0 0 0 0 

5.07 Closing balances  811,284 196,925 591,478 0 -9,107 1,590,580 1,426 1,592,006 
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Consolidated financial statements / Statement of changes in equity – January 1, 2020 to December 31, 2020  (In thousands of reais) 

Account 
code 

Account title  Paid-up 
capital  

Capital reserves, 
share options granted 
and treasury shares  

Revenue reserves Retained earnings or 
accumulated deficit 

Other comprehensive 
income 

Equity  Non-controlling 
interests  

Consolidated equity  

5.01 Opening balances  352,715 50,538 335,998 0 6,820 746,071 0 746,071 

5.03 Adjusted opening balances  352,715 50,538 335,998 0 6,820 746,071 0 746,071 

5.04 Equity transactions with shareholders  615,209 -1,309 -48,269 0 0 565,631 0 565,631 

5.04.01 Share capital increases  615,209 0 0 0 0 615,209 0 615,209 

5.04.05 Acquisition of treasury shares  0 -3,672 0 0 0 -3,672 0 -3,672 

5.04.07 Interest on capital paid  0 0 -26,978 0 0 -26,978 0 -26,978 

5.04.08 Share options and restricted stock 
granted 

0 2,363 0 0 0 2,363 0 2,363 

5.04.09 Interim dividends paid  0 0 -21,291 0 0 -21,291 0 -21,291 

5.05 Total comprehensive income 0 0 0 48,584 -13,790 34,794 0 34,794 

5.05.01 Profit for the year  0 0 0 48,584 0 48,584 0 48,584 

5.05.02 Other comprehensive income/loss 0 0 0 0 -13,790 -13,790 0 -13,790 

5.05.02.06 Exchange differences on translation of 
foreign operations  

0 0 0 0 -13,790 -13,790 0 -13,790 

5.06 Internal changes in equity 0 0 48,103 -46,002 0 2,101 0 2,101 

5.06.04 Legal reserve 0 0 2,429 -2,429 0 0 0 0 

5.06.06 Tax incentive reserve 0 0 43,573 -43,573 0 0 0 0 

5.06.07 Reversal of expired dividends of 
related party 

0 0 2,101 0 0 2,101 0 2,101 

5.07 Closing balances  967,924 49,229 335,832 2,582 -6,970 1,348,597 0 1,348,597 

 



(A free translation of the original in Portuguese) 

 

Standard Financial Statements at December 31, 2021 - AREZZO INDÚSTRIA E COMÉRCIO S.A. 

Version: 1 

PAGE: 26 of 162 

 

 

Consolidated financial statements / Statement of changes in equity – January 1, 2019 to December 31, 2019 (In thousands of reais) 

Account 
code 

Account title  Paid-up 
capital 

Capital reserves, 
share options granted 
and treasury shares  

Revenue reserves  Retained earnings or 
accumulated deficit  

Other comprehensive 
income 

Equity  Non-controlling interests Consolidated equity  

5.01 Opening balances  341,073 46,725 301,476 17,726 4,342 711,342 0 711,342 

5.03 Adjusted opening balances  341,073 46,725 301,476 17,726 4,342 711,342 0 711,342 

5.04 Equity transactions with shareholders  11,642 3,813 -75,000 -70,343 0 -129,888 0 -129,888 

5.04.06 Dividends paid  0 0 0 -17,726 0 -17,726 0 -17,726 

5.04.07 Interest on capital paid  0 0 0 -38,105 0 -38,105 0 -38,105 

5.04.08 Share options and restricted stock 
granted  

0 3,813 0 0 0 3,813 0 3,813 

5.04.09 Issue of shares  11,642 0 0 0 0 11,642 0 11,642 

5.04.13 Interim dividends paid  0 0 -75,000 -14,512 0 -89,512 0 -89,512 

5.05 Total comprehensive income 0 0 0 162,139 2,478 164,617 0 164,617 

5.05.01 Profit for the year  0 0 0 162,139 0 162,139 0 162,139 

5.05.02 Other comprehensive income/loss  0 0 0 0 2,478 2,478 0 2,478 

5.05.02.06 Exchange differences on translation of 
foreign operations  

0 0 0 0 -789 -789 0 -789 

5.05.02.07 Net investment hedge, net of taxes  0 0 0 0 3,267 3,267 0 3,267 

5.06 Internal changes in equity  0 0 81,680 -81,680 0 0 0 0 

5.06.04 Legal reserve  0 0 4,243 -4,243 0 0 0 0 

5.06.05 Tax incentive reserve 0 0 77,437 -77,437 0 0 0 0 

5.07 Closing balances  352,715 50,538 308,156 27,842 6,820 746,071 0 746,071 
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Consolidated financial statements / Statement of value (In thousands of reais)  

Account Account title  Last financial 
 year 

Penultimate 
 financial year  

Antepenultimate  
financial year  

code  January 1, 2021 to 
 December 31, 2021 

January 1, 2020 to 
December 31, 202 

January 1, 2019 to 
December 31, 2019 

7.01 Revenue 3,376,754 1,860,887 1,948,123 

7.01.01 Sales of goods, products and services  3,376,489 1,869,825 1,945,513 

7.01.04 Provision for/reversal of impairment of trade receivables 265 -8,938 2,610 

7.02 Inputs acquired from third parties -2,323,045 -1,340,587 -1,365,828 

7.02.01 Cost of sales and services -1,614,200 -996,271 -1,058,147 

7.02.02 Materials, electricity, outsourced services and other -688,922 -331,039 -298,419 

7.02.04 Other  -19,923 -13,277 -9,262 

7.03 Gross value added 1,053,709 520,300 582,295 

7.04 Deductions -105,748 -81,103 -80,322 

7.04.01 Depreciation, amortization and depletion -105,748 -81,103 -80,322 

7.05 Net value added generated by the entity 947,961 439,197 501,973 

7.06 Value added received through transfer 171,684 87,639 86,017 

7.06.02 Finance income 34,811 54,313 24,720 

7.06.03 Other  136,873 33,326 61,297 

7.07 Total value added to distribute 1,119,645 526,836 587,990 

7.08 Distribution of value added 1,119,645 526,836 587,990 

7.08.01 To employees  399,971 232,816 208,616 

7.08.01.01 Direct compensation 255,499 171,481 134,439 

7.08.01.02 Benefits  25,656 19,755 19,017 

7.08.01.03 Government severance indemnity fund for employees (FGTS) 20,091 13,543 12,631 

7.08.01.04 Other  98,725 28,037 42,529 

7.08.01.04.01 Employee profit sharing 45,789 1,347 18,838 

7.08.01.04.02 Other  46,536 22,718 18,179 

7.08.01.04.03 Share option plan  6,400 3,972 5,512 

7.08.02 To government (taxes and duties) 223,291 88,942 109,717 

7.08.02.01 Federal 216,229 76,677 110,001 

7.08.02.02 State  4,413 10,272 -2,205 

7.08.02.03 Municipal 2,649 1,993 1,921 

7.08.03 To lenders and creditors  152,664 156,494 107,518 
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Consolidated financial statements / Statement of value added (In thousands of reais) 

Account Account title Last financial  
year  

Penultimate  
financial year 

Antepenultimate 
 financial year 

code  January 1, 2021 to 
 December 31, 2021 

January 1, 2020 to 
December 31, 2020 

January 1, 2019 to 
December 31, 2019 

7.08.03.01 Interest 32,169 18,346 6,601 

7.08.03.02 Rentals  53,180 64,630 64,350 

7.08.03.03 Other  67,315 73,518 36,567 

7.08.03.03.01 Finance costs  67,315 73,518 36,567 

7.08.04 To shareholders and Company  343,719 48,584 162,139 

7.08.04.01 Interest on capital  63,374 0 38,105 

7.08.04.02 Dividends 76,213 2,582 42,354 

7.08.04.03 Profits retained / Loss for the year  205,646 46,002 81,680 

7.08.04.04 Non-controlling interests in retained profits  -1,514 0 0 
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4Q21 

OMNICHANNEL 

HIGHLIGHTS

8.7 MILLION 

3 - CRM* (AREZZO&CO)

R$230MM 

+43%

+639K 

3.6 MILLION

1 - E-COMMERCE SALES

R$ 276M +70% +306% 

68 MILLION +18%

1.3%  

1.3 M +118%
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4Q21

BRAND

HIGHLIGHTS

GROSS REVENUE – DOMESTIC MARKET GROSS REVENUE - CHANNELS

Other

R$ 375.4M

R$ 15.6M 

21.6%

R$ 194.2M
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R$ 342.7M

R$ 28.4M

45.0%

R$ 72.1M

R$ 55.5M

R$ 15.1M

R$ 3.8M

R$ 91.7M

R$ 300.3M

R$ 50.0M

+33.0% +79.6% 

+29.5% +66.8% 

13.4%
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CHANNELS

Arezzo&Co Group’s Digital Revenues

Digital Transformation

Web Commerce Sell Out Evolution
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Report on the Audit of the Parent Company and 

Consolidated Financial Statements  

 
To the Board Members and Shareholders of  

Arezzo Indústria e Comércio S.A. 

Belo Horizonte – MG 

 

Opinion 

We have audited the Parent Company and Consolidated financial statements of Arezzo Indústria e 
Comércio S.A. (“the Company”), which comprise the Parent Company and Consolidated statement of 
financial position as at December 31, 2021, the Parent Company and Consolidated statements of 
statement of income and other comprehensive income, changes in equity and cash flows for the year 
then ended, and notes, comprising significant accounting policies and other explanatory information.  

In our opinion, the accompanying Parent Company and Consolidated financial statements present fairly, in 
all material respects, the Parent Company an Consolidated financial position of the Company as at 
December 31, 2021, and its Parent Company and Consolidated financial performance and its Parent 
company and Consolidated cash flows for the year then ended in accordance with accounting practices 
adopted in Brazil and with the International Financial Reporting Standards (IFRS).  

Basis for Opinion 

We conducted our audit in accordance with Brazilian and International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit 
of the Parent Company and Consolidated Financial Statements section of our report. We are independent 
of the Company in accordance with the ethical requirements that are relevant to our audit of the Parent 
Company and Consolidated financial statements in the Code of Professional Ethics and Professional 
Standards issued by the Brazilian Federal Accounting Council, and we have fulfilled our other ethical 
responsibilities in accordance with these requirements. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our opinion. 

Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the Parent company and Consolidated financial statements of the current period. These matters 
were addressed in the context of our audit of the Parent Company and Consolidated financial statements 
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these 
matters.  
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Impairment of a cash-generating unit that contains goodwill for future profitability 

See Notes 2.12.1 and 16 to the individual and consolidated financial statements 

The key audit matter How the key audit matter was addressed in our 
audit 

As of December 31, 2021, the Company presents in 
its consolidated financial statements a significant 
amount of goodwill due to expected future 
profitability arising from the business combination of 
VamoQueVamo Empreendimentos e Participações 
S.A. (“Reserva”), whose impairment assessment 
involves critical judgments in determining the 
assumptions used in the expected future cash flows 
of the cash-generating unit. Future cash flow 
projections include significant assumptions and 
judgments by the Company, among others, related 
to discount rate, sales growth, operating costs and 
expenses in the projection period and in perpetuity 
and capital investments. 

We considered this matter to be significant for our 
audit, due to the judgment inherent in the process 
of determining estimates of future cash flows 
which, if altered, could result in amounts 
substantially different from those used in the 
preparation of the financial statements. 

– Our audit procedures included, but were not 
limited to: 

‐ With the help of our corporate finance 
specialists, we analyzed the significant 
assumptions used by the Company and its 
subsidiaries, including the discount rate, 
sales growth, operating costs and expenses 
in the projection period and in perpetuity, as 
well as investments in capital, comparing 
them with available market information, with 
actual performance and with previous 
forecasts. 

‐ We also evaluated whether the disclosures 
in the individual and consolidated financial 
statements consider all relevant information. 

– Based on the evidence obtained through the 
procedures summarized above, we consider the 
recoverable amount of the referred cash-
generating unit that contains goodwill due to 
expected future profitability, as well as the 
related disclosures, in the context of the 
financial statements taken as a whole. 

 

Other Matters 

Statements of value added  
The Parent Company and Consolidated statements of value added for the year ended December 31, 
2021, prepared under the responsibility of the Company's management and presented as supplementary 
information for IFRS purposes, were  

submitted to audit procedures performed in conjunction with the audit of the Company's financial 
statements. For the purposes of forming our opinion, we evaluated whether these statements are 
reconciled with the financial statements and  

accounting records, as applicable, and if their form and content are in accordance with the criteria defined 
in Technical Pronouncement CPC 09 - "Statement of Added Value". In our opinion, these statements of 
value added have been properly  

prepared in all material respects, in accordance with the criteria established in the Technical 
Pronouncement, and are consistent with the parent company and consolidated financial statements taken 
as a whole. 
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Corresponding values 

The Parent Company and Consolidated corresponding values comprising the Balance Sheet as of 
December 31, 2020 and statement of income and other comprehensive income, changes in equity and 
cash flows for the year then ended, were audited by other independent auditors who issued an 
unmodified audit report on March 1, 2021. The Parent Company and Consolidated corresponding values 
comprising the statements of added value for the year ended December 31, 2020, were submitted to the 
same audit procedures by those audit independent auditors and, based on their audit, those independent 
auditors issued a opinion that nothing has come to their attention that causes them to believe that the 
statement of added value has not prepared, in all material respects, consistent with the Parent Company 
and Consolidated financial statements. 

Other Information accompanying the parent company and consolidated financial statements and the 
auditor's report 

Management is responsible for the other information that comprises the Management Report. 

Our opinion on the Parent Company and Consolidated financial statements does not cover the 
Management Report and we do not express any form of assurance conclusion thereon. 

In connection with our audit of the Parent Company and Consolidated financial statements, our 
responsibility is to read the other information and, in doing so, consider whether the other information is 
materially inconsistent with the Parent Company and Consolidated financial statements or our knowledge 
obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have 
performed, we conclude that there is a material misstatement of this other information, we are required 
to report that fact. We have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the Parent Company and 
Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of the Parent Company and 
Consolidated financial statements in accordance with accounting practices adopted in Brazil and with 
International Financial Reporting Standards (IFRS) and for such internal control as management 
determines is necessary to enable the preparation of Parent Company and Consolidated financial 
statements that are free from material misstatement, whether due to fraud or error. 

In preparing the Parent Company and Consolidated financial statements, management is responsible for 
assessing the Company’s ability to continue as a going concern, disclosing, as applicable, matters related 
to going concern and using the going concern basis of accounting unless management either intends to 
liquidate the Company or to cease operations, or has no realistic alternative but to do so.  

Those charged with governance are responsible for overseeing the Company’s financial reporting 
process.  

Auditors’ Responsibilities for the Audit of the Parent Company and Consolidated Financial Statements 

Our objectives are to obtain reasonable assurance about whether the Parent Company and Consolidated 
financial statements as a whole are free from material misstatement, whether due to fraud or error, and 
to issue an auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance with ISAs will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of 
users taken on the basis of these Parent Company and Consolidated financial statements. 

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional 
skepticism throughout the audit. We also: 

‐ Identify and assess the risks of material misstatement of the Parent Company and Consolidated 
financial statements, whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. 
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control. 
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‐ Obtain an understanding of internal control relevant to the audit in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company’s internal control.  

‐ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management.  

‐ Conclude on the appropriateness of management’s use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If 
we conclude that a material uncertainty exists, we are required to draw attention in our auditors’ report 
to the related disclosures in the Parent Company and Consolidated financial statements or, if such 
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence 
obtained up to the date of our auditors’ report. However, future events or conditions may cause the 
Company to cease to continue as a going concern. 

‐ Evaluate the overall presentation, structure and content of the Parent Company and Consolidated 
financial statements, including the disclosures, and whether the Parent Company and Consolidated 
financial statements represent the underlying transactions and events in a manner that achieves fair 
presentation. 

‐ Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Group to express an opinion on the Parent Company and Consolidated 
financial statements. We are responsible for the direction, supervision and performance of the group 
audit.  We remain solely responsible for our audit opinion.  

We communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, actions 
taken to eliminate threats or safeguards applied.  

From the matters communicated with those charged with governance, we determine those matters that 
were of most significance in the audit of the Parent Company and Consolidated financial statements of 
the current period and are therefore the key audit matters. We describe these matters in our auditors’ 
report unless law or regulation precludes public disclosure about the matter or when, in extremely rare 
circumstances, we determine that a matter should not be communicated in our report because the 
adverse consequences of doing so would reasonably be expected to outweigh the public interest 
benefits of such communication.  

 
 
Porto alegre, March 11, 2022 
 
 
KPMG Auditores Independentes Ltda. 
CRC SP-014428/F-7 
(Original review report in Portuguese signed by) 
Cristiano Jardim Seguecio 
Accountant CRC SP-244525/O-9 T-RS 
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

Assets  Note 2021 2020 2021 2020

Current assets 

Cash and cash equivalents 6 2,448            3,291            33,750         38,297        

Financial  investments   7 69,775         347,640       228,809       522,868      

Derivative financial  instruments   ‐                ‐                1,356            ‐               

Trade receivables   8 481,059       385,479       790,302       598,824      

Inventories   9 133,698       85,694         450,487       290,896      

Taxes  recoverable  10 16,942         11,461         73,852         86,034        

Other receivables   11 21,779         16,470         68,230         27,949        

Total current assets  725,701       850,035       1,646,786 1,564,868

   

Non‐current assets 

  Long‐term receivables 

Derivative financial  instruments   6,427            ‐                6,427            ‐               

Trade receivables   8 27,746         33,087         4,276            2,564           

Judicial  deposits   22 19,772         17,585         54,390         30,970        

Loans  to related parties   13 84,187         45,025         ‐                1,000           

Deferred income tax and social  

contribution
12.a 51,140         48,850         90,225         81,475        

Taxes  recoverable  10 127,635       ‐                127,635       ‐               

Other receivables   11 12,275         316               14,939         3,328           

   329,182       144,863       297,892       119,337      

   

  Investments 14 1,456,431 1,251,565 402                              900 

  Investment properties   2,460            2,116            2,460            2,116           

  Property, plant and equipment  15 70,033         49,068         403,868       316,300      

  Intangible assets   16 81,071         57,510         1,014,918 829,867      

     1,609,995 1,360,259 1,421,648 1,149,183

Total non‐current assets  1,939,177 1,505,122 1,719,540 1,268,520

Total assets  2,664,878 2,355,157 3,366,326 2,833,388

BALANCE SHEET

Parent company Consolidated

 

   

 

 

 

 

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

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

Liabilities  Note 2021 2020 2021 2020

Current liabilities 

Loans  and financings 17 337,348       142,160       496,861       239,483      

Trade payables   18 459,056       335,821       574,713       399,189      

Lease l iabil ities   19 4,725            5,813            57,017         52,890        

Taxes payable  21 23,174         11,613         90,973         47,979        

Salaries  and vacation pay 20 52,720         28,847         99,012         51,771        

Dividends  and interest on capital  payable  25 55,962         ‐                55,962         ‐               

Payables  for acquisition of subsidiary  5 ‐                50,000         10,518         50,000        

Other payables   23 44,557         25,976         133,944       70,106        

Total current liabilities  978               600               1,519,000 911,418      

   

Non‐current liabilities

Loans  and financings 17 9,500            318,611       37,733         394,786      

Lease l iabil ities   19 13,886         16,735         174,879       160,470      

Provisions  for labor, tax and civil  

proceedings  
22 7,785            5,721            14,060         12,928        

Deferred revenue 53                 213               53                 213              

Provision for loss  on investments  14 64,087         65,050         ‐                ‐               

Deferred income tax and social  contribution ‐                ‐                5,441            843              

Payables  for acquisition of subsidiary  5 ‐                ‐                21,144         ‐               

Taxes payable in installments   ‐                ‐                197               4,133           

Other payables   23 1,445            ‐                1,813            ‐               

Total non‐current liabilities  96,756         406,330       255,320       573,373      

Total liabilities  97,733         406,930       1,774,320 1,484,791

   

Equity 

Share capital 24.1 811,284       967,924       811,284       967,924      

Treasury shares   24.5 (3,105)          (191)              (3,105)          (191)             

Capital  reserves   24.2 541,478       335,832       541,478       335,832      

Earnings  reserves   24.3.3 200,030       49,420         200,030       49,420        

Comprehensive income (loss) 24.4 (9,107)          (6,970)          (9,107)          (6,970)         

Proposed additional  dividends   25 50,000         2,582            50,000         2,582           

Equity attributable to owners of the Parent 

company 
1,590,580 1,348,597 1,5905,80 1,348,597

Non‐controll ing interests   ‐                ‐                1,426            ‐               

Total liabilities and equity  2,664,878 2,355,157 3,366,326 2,833,388

BALANCE SHEET

Parent company Consolidated

 

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

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

Note 2021 2020 2021 2020

Net operating revenue 27 1,720,458 1,113,236 2,923,827 1,590,992

Cost of sales  and services   29 (1,131,046) (744,694)      (1,385,147) (835,779)     

Gross profit 589,412       368,542       1,538,680 755,213      

Operating income (expenses)

Selling expenses   29 (308,307)      (241,321)      (884,411)      (529,953)     

General  and administrative expenses   29 (166,915)      (116,812)      (316,217)      (162,234)     

Share of profits  of equity‐accounted 

investees
14 139,251       38,182         ‐                ‐               

Other operating income 32 131,169       2,562            146,163       56,201        

Other operating expenses   32 (7,171)          (5,428)          (15,690)        (27,118)       

Total operating income (expenses) (211,973)      (322,817)      (1,070,155) (663,104)     

Profit before finance income and costs  377,439       45,725         468,525       92,109        

Finance income and costs 

Finance costs   31 (35,128)        (26,855)        (88,507)        (51,604)       

Finance income 31 14,626         14,178         26,313         16,463        

Net foreign exchange loss 31 (5,089)          (8,316)          (2,477)          (2,410)         

Total finance costs  (25,591)        (20,993)        (64,671)        (37,551)       

Profit before income tax and social 

contribution
351,848       24,732         403,854       54,558        

Income tax and social contribution

Current  12 (8,904)          (9,802)          (64,286)        (46,596)       

Deferred 12 2,290            33,654         4,152            40,622        

Total income tax and social contribution (6,614)          23,852         (60,134)        (5,974)         

Profit for the year  345,234       48,584         343,720       48,584        

Attributable to

Owners of the Parent company 345,234       48,584         345,234       48,584        

Non‐controlling interests   ‐                ‐                (1,514)          ‐               

345,234       48,584         343,720       48,584        

Basic earnings per share (expressed in R$ per 26 3,4514         0,5301         3,4514         0,5301        

Diluted earnings per share (expressed in R$ p 26 3,3813         0,5280         3,3813         0,5280        

STATEMENT OF INCOME

Parent company Consolidated 

 

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

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

Note  2021 2020 2021 2020

Profit for the year  345,234       48,584          343,720       48,584         

Items that will be reclassified subsequently 

to profit or loss: 

Exchange differences  on translation of 

foreign operations  
24.4 (2,198)           (13,790)        (2,198)           (13,790)       

Gains  on investments   ‐                ‐                61                  ‐               

Total comprehensive income for the year  343,036       34,794          341,583       34,794         

Attributable to:

Owners  of the Parent company  343,036       34,794          343,036       34,794         

Non‐controll ing interests   ‐                ‐                (1,514)           ‐               

Total comprehensive income for the year  343,036       34,794          341,522       34,794         

Parent company Consolidated

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

   

 

   

N ot e 
Share 

cap it al  
T reasury 

shares 
C ap it al 
reserve Leg al reserve 

Invest ment  
reserve 

Tax 
incent ive 
reserve 

Pro f it s 
reserve 

Prop o sed  
ad d it io nal 
d ivid end s 

R et ained  
earning s 

C arrying  
value 

ad just ment s 

N o n-
co nt ro l l ing  

int erest s T o t al equit y 

At December 31, 2019        352,715                  (195)           50,733                 55,082                       2,683         213,880            64,352                                   ‐                              ‐                     6,820                                ‐               746,071 

Profit for the year                         ‐                            ‐                           ‐                                ‐                                   ‐                           ‐                           ‐                                     ‐                48,584                                ‐                  48,584 

Comprehensive Income (loss) 24                        ‐                            ‐                           ‐                                ‐                                   ‐                           ‐                           ‐                                     ‐                              ‐                (13,790)                               ‐               (13,790)

Increase in share capital         615,209                          ‐                           ‐                                ‐                                   ‐                           ‐                           ‐                                     ‐                              ‐                                ‐                                  ‐               615,209 

Restricted stock grant recognized  24                        ‐                            ‐                2,363                              ‐                                   ‐                           ‐                           ‐                                     ‐                              ‐                                ‐                                  ‐                     2,363 

Restricted stock distributed  24                        ‐                 3,676             (3,676)                             ‐                                   ‐                           ‐                           ‐                                     ‐                              ‐                                ‐                                  ‐                               ‐  

Profits reserve  24                        ‐                            ‐                           ‐                                ‐                      (2,683)                        ‐                 2,683                                   ‐                              ‐                                ‐                                  ‐                               ‐  

Reversal of associate's expired dividends  24                        ‐                            ‐                           ‐                                ‐                                   ‐                           ‐                 2,101                                   ‐                              ‐                                ‐                                  ‐                     2,101 

Treasury shares 24                        ‐               (3,672)                        ‐                                ‐                                   ‐                           ‐                           ‐                                     ‐                              ‐                                ‐                                  ‐                  (3,672)

Allocation of profit for the year 

Legal reserve 24                        ‐                            ‐                           ‐                     2,429                                 ‐                           ‐                           ‐                                     ‐                 (2,429)                             ‐                                  ‐                               ‐  

Tax incentive reserve  24                        ‐                            ‐                           ‐                                ‐                                   ‐             14,057            29,516                                   ‐              (43,573)                             ‐                                  ‐                               ‐  

Interest on capital 25                        ‐                            ‐                           ‐                                ‐                                   ‐                           ‐           (26,978)                                  ‐                              ‐                                ‐                                  ‐               (26,978)

Interim dividends  25                        ‐                            ‐                           ‐                                ‐                                   ‐                           ‐           (21,291)                                  ‐                              ‐                                ‐                                  ‐               (21,291)

Proposed additional dividends  25                        ‐                            ‐                           ‐                                ‐                                   ‐                           ‐                           ‐                          2,582                (2,582)                             ‐                                  ‐                               ‐  

At December 31, 2020         967,924                  (191)           49,420                 57,511                                 ‐          227,937            50,383  2,582                           ‐                   (6,970)                               ‐     1,348,597 

STATEMENT OF CHANGES IN EQUITY 

R evenue reserves 

   

 

 

 

 

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

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

 

 

 

N o t e
Share 

cap it al  
T reasury 

shares 
C ap it al  
reserve Leg al reserve 

T ax 
incent ive 
reserve

Pro f it s 
reserve 

Pro po sed  
ad d it io nal 
d ivid ends 

R et ained  
earning s 

C arrying  
value 

ad just ment s 

N o n-
co nt ro ll ing  

int erest s T o t al eq uit y 

At December 31, 2020        967,924  ‐191,000 49,420 57,511 227,937 50,383 2,582                           ‐                   (6,970)                                ‐     1,348,597 

Profit for the year                        ‐                            ‐                           ‐                                ‐                           ‐                           ‐                                 ‐             345,234                              ‐                      (1,514)                  343,720 

Non‐controlling interests on acquisition of 

subsidiary 
                       ‐                            ‐                           ‐                                ‐                           ‐                           ‐                                 ‐                              ‐                                ‐                         2,940                         2,940 

Exchange differences on translation of 

foreign operations 
                       ‐                            ‐                           ‐                                ‐                           ‐                           ‐                                 ‐                              ‐                   (2,198)                                ‐                        (2,198)

Advance for future share capital increase               2,569                          ‐                           ‐                                ‐                           ‐                           ‐                                 ‐                              ‐                                ‐                                   ‐                           2,569 

Restricted stock and share options granted 
                       ‐                            ‐                2,661                              ‐                           ‐                           ‐                                 ‐                              ‐                                ‐                                   ‐                           2,661 

Restricted stock distributed                         ‐              10,290          (10,290)                             ‐                           ‐                           ‐                                 ‐                              ‐                                ‐                                   ‐                                     ‐  

Sale of shares related to a business 

combination
5.3                        ‐              50,002                         ‐                                ‐                           ‐                           ‐                                 ‐                              ‐                                ‐                                   ‐                        50,002 

Capital reserve 24      (159,209)                   970         158,239                              ‐                           ‐                           ‐                                 ‐                              ‐                                ‐                                   ‐                                     ‐   

Acquisition of treasury shares                          ‐            (64,176)                        ‐                                ‐                           ‐                           ‐                                 ‐                              ‐                                ‐                                   ‐                     (64,176)

Comprehensive Income (loss)                        ‐                            ‐                           ‐                                ‐                           ‐                           ‐                                 ‐                              ‐                             61                                 ‐                                  61 

Allocation of profit for the year                              ‐   

Tax incentive reserve  24                        ‐                            ‐                           ‐                                ‐             81,169                         ‐                                 ‐              (81,169)                             ‐                                   ‐                                     ‐   

Interest on capital  25                        ‐                            ‐                           ‐                                ‐                           ‐                           ‐                                 ‐              (63,374)                             ‐                                   ‐                     (63,374)

Supplementary dividends  25                        ‐                            ‐                           ‐                                ‐                           ‐                           ‐                    (2,582)                           ‐                                ‐                                   ‐                        (2,582)

Interim dividends   25                        ‐                            ‐                           ‐                                ‐                           ‐                           ‐               (26,214)                             ‐                                   ‐                     (26,214)

Proposed additional dividends  25                        ‐                            ‐                           ‐                                ‐                           ‐                    50,000             (50,000)                             ‐                                   ‐                                     ‐  

Profits reserve  24                        ‐                            ‐                           ‐                                ‐                           ‐           124,477                               ‐           (124,477)                             ‐                                   ‐                                     ‐  

At December 31, 2021         811,284              (3,105)        200,030                 57,511         309,106         174,861                  50,000                            ‐                   (9,107)                      1,426   1,592,006 

 

 

 

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

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2021 2020 2021 2020
C ash f lo ws fro m o perat ing act iv it ies 

Profit for the year 345,234      48,584             343,720     48,584             
A djustments fo r 

Depreciation and amortization          26,048                21,663       105,748                 81,103 
(Profit) loss on disposal o f property, plant and equipment             (764)                     333         (2,250)                20,712 
Share o f pro fits o f equity-accounted investees       (139,251)              (38,182)                -                            -  
Provisions for labor, tax and civil proceedings            2 ,064                      213            1,132                      801 
Interest and foreign exchange loss on borrowings           33,161               28,994         34,056                34,612 
Interest income on cash investments          (6 ,754)                (10,171)        (13,127)               (11,650)
Expected credit losses             (348)                  7,553            (265)                  8,938 
Provision for inventory losses            4 ,666                        94           7 ,091                   1,026 
Share option and restricted stock plans            2,661                  2,363           2 ,661                  2,363 
Interest expense on lease liabilities            1,267                   1,447           8 ,427                  5,972 
Income tax and social contribution            6,614             (23,852)         60,134                  5,973 

D ecrease ( increase)  in assets
Trade receivables         (98,915)              (99,515)      (197,157)            (108,797)
Inventories        (47,039)              (22,501)      (166,683)             (38,655)
Taxes recoverable       (135,948)                30,914      (152,525)               (15,140)
Other assets        (23,696)                (2,438)       (59,360)             (25,357)
Judicial deposits           (2 ,187)                 (2,915)       (23,420)                 (9,108)

(D ecrease)  increase in liabilit ies 
Trade payables        123,249              214,748       183,093             234,575 
Salaries and vacation pay          23,875                (10,211)         47,242                 (8,610)
Taxes payable          12,360                (6,888)           31,101                   5,313 
Other liabilities           19,871                  6,038         62,393                 16,152 
Income tax and social contribution paid          (4 ,920)                         -          (11,548)              (19,437)
Interest paid on borrowings          (9 ,932)                (4,942)        (18,524)                (9,054)

N et cash pro vided by o perat ing activ it ies          131,316               141,329       241,939              220,316 
C ash f lo ws fro m invest ing act iv it ies

Proceeds from sale of property, plant and equipment and intangible assets               915                     922           1,472                1,2770 
Purchases of property, plant and equipment and intangible assets        (65,475)              (29,147)      (168,881)              (46,185)
Payment for acquisition o f subsidiary, net o f cash acquired        (50,000)            (175,000)      (146,321)            (163,404)
Capital contribution by subsidiaries                 -                            -                  -                         100 
Deposit o f cash investments    (1.336.269)         (1.512.747)   (2 .214.275)       (2.027.529)
Withdrawal o f cash investments       1.618.713          1.396.483    2 .517.233          1.838.505 
Capital contribution to subsidiaries         (90,158)             (84,949)                -                            -  
Loans to related parties        (34,306)             (58,552)                -                            -  
Dividends from subsidiaries          14,984                19,790                -                           54 

N et cash pro vided by (used in)  investing act iv it ies          58,404           (443,200)        (10,772)           (297,282)
C ash f lo ws fro m f inancing act iv it ies 

Proceeds from borrowings            9 ,500             527,343        128,179              552,851 
Repayment of borrowings       (146,652)             (139,881)     (243,386)            (213,882)
Principal elements o f lease payments          (9 ,633)                (9,369)       (75,529)             (60,352)
Interest on capital paid        (29,590)              (42,415)       (29,590)              (42,415)
Dividends paid          (2 ,582)             (28,530)         (2,582)             (28,577)
Payments for shares upon close of subsidiary acquisition deal                 -                            -                  -               (100,000)
Receivables from (payables to) shareholders                 -                            -             1,000                (2,502)
Proceeds from exercise o f share options            2 .569                         -             2 ,569                         -  
Payments for shares bought back         (14.175)                (3.672)        (14,175)                (3,672)

N et cash used in f inancing act iv it ies       (190,563)      303,476      (233,514)        101,451 

Increase (decrease)  in cash and cash equivalents             (843)          1,605         (2,347)        24,485 

Effect of exchange rate changes on foreign investments                 -                            -           (2,200)                  4,000 

Cash and cash equivalents at the beginning of the year            3,291                   1,686         38,297                13,808 
Cash and cash equivalents at the end of the year            2 ,448                   3,291         33,750               38,297 

Increase (decrease)  in cash and cash equivalents             (843)                   1.605         (2,347)               24,485 

STATEMENT OF CASH FLOWS
P arent  co mpany C o nso lidated

 

 

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

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2021 2020 2021 2020

REVENUE 2,002,320 1,290,326 3,376,754 1,860,887

  Sales  of goods, products  and services    2,080,017   1,358,095   3,647,443   2,021,609 

  Rebates, discounts  and returns         (78,045)        (60,215)      (270,954)      (151,784)

  Expected credit loss                348           (7,554)               265           (8,938)

Inputs acquired from third parties  (1,690,978) (1,125,550) (2,323,045) (1,389,142)

  Cost of sales and services    (1,436,249)       (945,643)  (1,614,200)       (996,271)

  Electricity, outsourced services  and other expenses         (250,971)      (175,729)      (688,922)      (379,594)

  Other costs  of sales  and services             (3,758)          (4,178)        (19,923)        (13,277)

Gross value added 311,342        164,776       1,053,709 471,745      

 Depreciation, amortization and depletion         (26,048)        (21,663)      (105,748)        (81,103)

Net value added generated by the entity  285,294        143,113       947,961       390,642      

Value added received through transfer  288,807        63,872         171,684       87,638        

Share of profits  of equity‐accounted investees  and 

dividends  from investments  stated at cost
       139,251           38,182                    ‐                      ‐  

Finance income, including foreign exchange gain           19,158           24,583           34,811           54,312 

Other income (expenses)        130,398             1,107        136,873           33,326 

Total value added to distribute        574,101        206,985   1,119,645        478,280 

Distribution of value added: 

To employees  172,562        130,948       399,971       232,816      

      Salaries  and social  charges          135,651        117,833        347,799        219,594 

      Employee profit sharing           30,511             9,143           45,772             9,250 

     Share option and restricted stock plans             6,400             3,972             6,400             3,972 

To government (taxes and duties) 5,150            (21,374)        223,290       89,946        

      Federal             65,086           16,219        216,228           77,681 

      State         (60,598)        (38,260)            4,413           10,272 

      Municipal                  662                667             2,649             1,993 

To creditors and lenders  51,155          48,827         152,664       106,934      

       Interest            19,248           12,876           32,169           18,346 

       Rentals             6,406             3,251           53,180           15,070 

       Finance costs             25,501           32,700           67,315           73,518 

To shareholders and Company 345,234        48,584         343,720       48,584        

       Interest on capital           63,374                    ‐            63,374                    ‐  

       Dividends            76,213             2,582           76,213             2,582 

       Profits  retained         205,647           46,002        205,647           46,002 

Non‐controll ing interests  in retained profits                      ‐                      ‐            (1,514)                   ‐  

Value added distributed        574,101        206,985   1,119,645        478,280 

STATEMENT OF VALUE ADDED

Parent company Consolidated
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

1. Corporate information 

1.1. General information 

Arezzo Indústria e Comércio S.A. (the “Company” or “Parent company”) is a listed company headquartered at 
Rua Fernandes Tourinho, 147 – sala 402, in the city of Belo Horizonte, State of Minas Gerais. The Company has 
shares traded on the “Novo Mercado” (New Market) listing segment of the São Paulo Commodities, Futures 
and Stock Exchange (“BM&FBOVESPA”) under the ticker symbol ARZZ3 since February 2, 2011.   
 
The Company and its subsidiaries design, develop, manufacture and market shoes, handbags, accessories and 
clothing for women principally and men.  
 
At December 31, 2021, the Company had 777 franchise stores in Brazil and 6 abroad; 153 Company‐operated 
stores  in Brazil  and 5  abroad;  and  an  e‐commerce  channel  to  sell  its products under  the Arezzo,  Schutz, 
Anacapri, Alexandre Birman, Fiever, Alme, Vans, Reserva, Reserva Mini, Reserva Go, Oficina, Eva, Troc, Baw 
and Myshoes brands. 
 
The  franchise  system  is  controlled  by  the  Company  and  Company‐owned  stores  form  part  of  Company 
subsidiaries.  All  of  the  following  subsidiaries  of  the  Company  are  included  in  the  consolidated  financial 
statements: 
 
ZZAB Comércio de Calçados Ltda. (“ZZAB”) 

ZZAB is engaged in the retail sale of shoes, handbags and belts.  

ZZSAP Indústria e Comércio de Calçados Ltda. (“ZZSAP”) 

ZZSAP manufactures, sells,  imports and exports  leather shoes, handbags and belts,  footwear components, 
clothing and accessories. 

ZZEXP Comercial Exportadora S/A (“ZZEXP”) 

ZZEXP exports leather shoes, handbags and belts, clothing and accessories. 

ARZZ International Inc. (“ARZZ Inc.”) 

ARZZ Inc. is engaged in selling shoes and business intermediation. ARZZ Inc. owns a direct equity interest in 
ARZZ LLC, Schutz 655 LLC, Schutz Cali and Showroom Italy.  

ARZZ LLC 

ARZZ LLC is engaged in selling shoes and business intermediation.  

Schutz 655 LLC 

Schutz 655 LLC is engaged in selling exclusive Schutz‐brand shoes, handbags and belts at retail. 
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

1. Corporate information‐‐Continued 

1.1. General information‐‐Continued 

Schutz Cali LLC 

Schutz Cali LLC sells exclusive Schutz‐brand shoes, handbags and belts at retail. 

Showroom Italy  

Showroom Italy was opened in 2018 to display Alexandre Birman shoes, handbags and belts and represent the 
Alexandre Birman brand. 

Vamoquevamo  Empreendimentos  e  Participações  S.A.  (“VQV”)  and  Tiferet  Comércio  de  Roupas  Ltda 
(“Tiferet”) 

On December 4, 2020,  the Company acquired 100% of  the equity of Vamoquevamo Empreendimentos e 
Participações S.A. (“Reserva”) and obtained control of the acquiree (Note 5). 

Founded in 2011 in Rio de Janeiro, Vamoquevamo is a privately‐owned holding corporation and, through its 
subsidiary Tiferet, operates in the clothing sector with multiple distribution channels across wholesale, retail, 
e‐commerce and franchise stores. 

In 2021, the Reserva Group has 88 Group‐owned stores, 58 franchise stores and approximately 1,211 multi‐
brand stores, selling products under the following brands:  

• Reserva: menswear brand, including Reserva Go brand. 

• Reserva Mini: brand for kidswear.  

• Eva: women’s clothing brand. 

• Oficina: men’s formal wear brand.  

• Reserva Ink: custom T‐shirt and apparel printing brand. 

Troc 

On February 1, 2021, the Company acquired, through its subsidiary ZZAB Comércio de Calçados Ltda. (“ZZAB”), 
71.13%  and,  through  its  subsidiary Tiferet  (“Reserva”), 3.87% of Troc.Com.Br  ‐ Atividade de  Internet  S.A. 
(“Troc”), totaling a 75% controlling interest (Note 5). 

Troc is a limited liability company that operates an online fashion website www.troc.com.br where consumers 
can buy and sell women’s and children’s luxury used clothing, shoes and accessories.  

Baw 

On August 9, 2021, the Company acquired, through its subsidiary ZZAB Comércio de Calçados Ltda. (“ZZAB”), 
100% of Baw Clothing  Indústria e Comércio de Vestuários Ltda.  (“Baw”)  (Note 5). Baw  is a  limited  liability 
company that focuses on retail and wholesale distribution of clothing online and outsources its production to 
an outside manufacturing party.    
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

1. Corporate information‐‐Continued 

1.2. Impacts of COVID‐19 

In response to the COVID‐19 global pandemic declared by the World Health Organization that is affecting Brazil 
and many countries around  the world and posing a major public health  threat with  impacts on  the global 
economy,  the Company has  taken prevention and mitigation actions  in  line with guidance  from  local and 
international health authorities to minimize the impact of COVID‐19 on the health and safety of its employees 
and their families, business partners and communities, and on its operations. For 2021 year‐end, the Company 
considered the impact of COVID‐19 on the assumptions used, including our impairment assessment of assets, 
the  fair  values  of  our  financial  instruments,  the  recoverability  of  deferred  tax  assets,  the  credit  risk  of 
customers, and  the  liquidity  risk of  the Company. The Company determined  that  there were no material 
adverse impacts of COVID‐19. 

2. Accounting policies 

2.1. Basis of preparation and presentation of financial statements  

In preparing these parent company and consolidated financial statements, the Company followed the same 
accounting policies and methods of calculation as used  for  the parent company and consolidated  financial 
statements at December 31, 2020 and its accounting policies are already consistent with the new requirements 
that were effective December 31, 2021.     
 
These financial statements have been prepared under the historical cost convention, except for certain financial 
assets and liabilities that are measured at fair value.  
 

The preparation of financial statements requires the use of certain critical accounting estimates. It also requires 

management to exercise its judgment in the process of applying the Company's accounting policies. The actual 

amounts that result from the settlement of transactions may differ materially from the estimates made in the 

financial statements due to an inherent lack of precision in their measurement. The Company reviews estimates 

and assumptions regularly at intervals of not more than one year.   

 

The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are 
significant to the financial statements, are disclosed in Note 3. 
 
The  parent  company  and  consolidated  financial  statements  for  the  year  ended December  31,  2021 were 
authorized for issue at the Board of Directors’ meeting held on March 7, 2022. 
 
The parent company and consolidated financial statements have been prepared in accordance with accounting 
practices adopted in Brazil, as well as according to the International Financial Reporting Standards (IFRS) issued 
by  the  International  Accounting  Standards  Board  (IASB)  and  interpretations  issued  by  the  International 
Financial  Reporting  Interpretations  Committee  (IFRIC),  which  are  implemented  in  Brazil  by  the  Brazilian 
Accounting Pronouncements Committee (CPC) through its technical interpretations (ICPC) and guidance (OCPC) 
as approved by the Brazilian Securities Commission (CVM), and disclose all (and only) the applicable significant 
information  related  to  the  financial  statements,  which  is  consistent  with  the  information  utilized  by 
management in the performance of its duties. 
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies‐‐Continued 

2.2. Basis of consolidation 

The consolidated financial statements include the operations of the Company and the following subsidiaries 
in which the Company holds a controlling financial interest as of the balance sheet date: 
 
 

Subsidiaries ntry of incorpora

Direct  Indirect Direct  Indirect

ZZAB Comércio de Calçados  Ltda. Brazi l 99.99% ‐ 99.99% ‐

ZZSAP Indústria e Comércio de Calçados  Ltda. Brazi l 99.99% ‐ 99.99% ‐

ZZEXP Comercial  Exportadora S/A Brazi l 99.99% ‐ 99.99% ‐

ARZZ International  INC. USA 100.00% ‐ 100.00% ‐

ARZZ Co. LLC USA ‐ 100.00% ‐ 100.00%

Schutz 655 LLC USA ‐ 100.00% ‐ 100.00%

Schutz Cali  LLC USA ‐ 100.00% ‐ 100.00%

ARZZ Itália SRL Italy ‐ 100.00% ‐ 100.00%

VQV Empreendimentos  e Participações  S.A. Brazi l 100.00% ‐ 100.00% ‐

Tiferet Comércio de Roupas  Ltda. Brazi l - 100.00% ‐ 100.00%

Troc.com.br Atividades  de Internet S.A.  Brazil ‐ 75.00% ‐ ‐

Baw Clothing Indústria e Comércio de Vestuários  Ltda Brazil ‐ 100.00% ‐ ‐

Total ownership interest 

2021 2020

 

 

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Company obtains 
control, and continue to be consolidated until the date that control ceases. 

The Company controls an investee when it is exposed, or has rights, to variable returns from its involvement 
with the investee and has the ability to affect those returns through its power over the investee. Generally, 
ownership of a majority of the voting rights presumptively results in control. All intragroup balances, income 
and expenses and unrealized gains or losses resulting from intragroup transactions are eliminated in full.   

Changes in ownership interests in subsidiaries that do not result in a loss of control are accounted for as equity 
transactions within equity.  
 

2.3. Functional currency  

The consolidated financial statements are presented in Brazilian reais (R$), which is the Company's functional 
currency and also the Company’s and its subsidiaries' presentation currency. Each subsidiary of the Company 
determines  its  own  functional  currency.  The  subsidiary  ARZZ  International  INC.  has  the  US  dollar  as  its 
functional currency and its financial statements are translated into Brazilian reais at the balance sheet date.  
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies‐‐Continued 

2.4. Foreign currency transactions and balances  

2.4.1. Transactions and balances  

Transactions in foreign currencies are initially recorded in the functional currency at the rate of exchange ruling 
at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated 
using the exchange rate ruling at the reporting date. All differences are taken to the statement of income.  
 

2.4.2. Subsidiaries   

The  assets  and  liabilities  of  foreign  subsidiaries  are  translated  into  Brazilian  reais  at  the  exchange  rate 
prevailing at the balance sheet date, and the income statement items are translated monthly at the average 
exchange  rate  for  the  period.  All  resulting  foreign  exchange  differences  are  recognized  as  a  separate 
component of equity in the account “Carrying value adjustments”. When a foreign operation is disposed of or 
sold, foreign exchange differences that were recorded in equity are recognized in the statement of income.  
 

2.5. Revenue recognition  

CPC  47/IFRS  15  establishes  a  comprehensive  framework  for  determining whether,  how much  and when 
revenue is recognized, based on the identification of performance obligations, the transfer of control of goods 
and services to customers, and the determination of the selling price. The standard applies to all contracts 
with  customers,  except  for  lease  contracts  (rental  income),  financial  instruments  (interest  income)  and 
insurance contracts that are within the scope of other standards.    

CPC 47/IFRS 15 introduces a model for revenue recognition by applying the following five steps:  

I. Identify the contract with a customer;  
II. Identify the performance obligations in the contract;  
III. Determine the transaction price;  
IV. Allocate the transaction price; and  
V. Recognize revenue when or as the entity satisfies the performance obligations, either at a point in time 

or over time.  

The following specific revenue recognition criteria must be met before revenue is recognized: 

I. Sales of goods   

Revenue from the sale of goods is recognized when performance obligations are satisfied.  

The Group’s revenues come principally from the sale of footwear for women, men and children, handbags, 
accessories and clothing to end customers. The Group operates in the retail apparel industry where customers 
generally  shop  at  our  stores where  prices  and  discounts  are  informed  by  the Group’s  employees  or  are 
displayed  in the areas where goods are displayed and control  is transferred when the product  is delivered 
directly to the end customer at the sales outlet, then we can conclude that there  is only one performance 
obligation, eliminating therefore the complexity involved in the identification of performance obligations and 
transfer of control of goods and services to customers.        
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies‐‐Continued 

2.5. Revenue recognition‐‐Continued 

The Company assesses its revenue arrangements against specific criteria in order to determine whether it is 
acting as principal or agent. The Company has concluded that  it  is acting as a principal  in all of  its revenue 
arrangements. In addition, revenue is shown net of discounts and returns.   

II. Revenue from sale of goods to franchisees and royalty income   

Revenue from the sale of goods to franchisees is recognized when the performance obligation is satisfied by 
transferring the goods to the franchisee.  Additionally, royalty income is recognized at the contractually agreed 
rates when the performance obligation is satisfied.     

III. Returns and cancellations   

Under CPC 47/IFRS 15, for contracts that allow a customer to return a good, revenue is only recognized to the 
extent that it is highly probable that a significant reversal will not occur. Revenue is recognized net of expected 
returns and cancellations.  

IV. Interest income  

Interest income or expense is recognized for all financial instruments carried at amortized cost and interest‐
bearing financial assets using the effective interest rate that is the rate that exactly discounts estimated future 
cash payments or receipts through the expected life of the financial instrument or, when appropriate, a shorter 
period, to the net carrying amount of the financial asset or financial liability. Interest income is included in the 
statement of income as “Finance income”. 
 

2.6. Trade receivables  

Trade receivables are amounts due from customers for merchandise sold or services performed in the ordinary 
course of the Group’s business. Trade receivables are stated at amortized cost and receivables from foreign 
customers are restated using the exchange rates prevailing at the reporting date. If receipt is expected in one 
year or less, they are classified as current assets. If not, they are presented as non‐current assets. 

The loss allowance was recorded at an amount considered adequate by management to provide for expected 
credit losses based on individual assessment of outstanding balances with default risk.   
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies‐‐Continued 

2.7. Inventories 

Inventories are stated at the lower of cost and net realizable value. Costs incurred in bringing the inventories 
to their present location and condition are recorded as specified below: 
 

I. Raw materials: average acquisition cost. 
II. Finished goods and work in process: cost of direct materials and labor and related production 

overheads based on normal operating capacity.  

Net realizable value is the estimated selling price in the ordinary course of business, less completion costs and 
selling expenses. 
 
Provisions for slow‐moving or obsolete inventories are recorded when considered necessary by management. 
 

2.8. Investments  

In  the parent company  financial statements,  the Parent’s  investments  in  its subsidiaries are accounted  for 
using the equity method.  
 
Under the equity method, the investment in a subsidiary is initially recognized at cost and adjusted thereafter 
for post‐acquisition changes.     
 
The aggregate of the Company’s share of profit or loss of subsidiaries is shown on the face of the statement 
of income and represents profit or loss attributable to owners of the Parent company.   
 
After application of  the equity method,  the Company determines whether  it  is necessary  to  recognize an 
impairment loss on its investments in subsidiaries. At each reporting date, the Company determines whether 
there is objective evidence that the investments in the subsidiaries are impaired. If there is such evidence, the 
Company calculates  the amount of  impairment as  the difference between  the  recoverable amount of  the 
subsidiary and its carrying value, and then recognizes the loss in the statement of income.     
 

2.9. Property, plant and equipment  

Property, plant and equipment are stated at acquisition or production cost less accumulated depreciation and 
accumulated impairment losses, when applicable. Depreciation is calculated using the straight‐line method at 
the rates stated in Note 15 over the estimated useful lives of the assets, as follows: 

 

Facilities and product showroom  10 years

Machinery and equipment  10 years

Furniture and fittings  10 years

Computers and peripherals 5 years

Vehicles 5 years

Estimated average useful life
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies‐‐Continued 

2.9. Property, plant and equipment‐‐Continued 

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits 
are expected from its use or disposal. The gain or loss arising on derecognition of the asset (calculated as the 
difference  between  the  net  disposal  proceeds  and  the  carrying  amount  of  the  asset)  is  included  in  the 
statement of income when the asset is derecognized.  

 

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed 
at each financial year‐end and adjusted prospectively, if appropriate.   
 

2.10. Intangible assets  

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition, 
intangible assets are carried at cost less any accumulated amortization and accumulated impairment losses.   
 
Intangible assets comprise mainly computer software licenses, trademarks and patents, and key money.   
 
The useful lives of intangible assets are assessed as either finite or indefinite.  
 

Intangible assets with finite  lives are amortized over the useful economic  life and assessed for  impairment 
whenever there is an indication that the intangible asset may be impaired. The amortization period and the 
amortization method for an intangible asset with a finite useful life are reviewed at least at the end of each 
reporting  period.  Changes  in  the  expected  useful  life  or  the  expected  pattern  of  consumption  of  future 
economic benefits embodied  in the asset are considered to modify the amortization period or method, as 
appropriate, and are  treated as  changes  in accounting estimates. The amortization expense on  intangible 
assets with finite lives is recognized in the statement of income in the expense category that is consistent with 
the function of the intangible assets.       

Intangible assets with indefinite useful lives are not amortized, but are tested for impairment annually, either 
individually or at  the  cash‐generating unit  level. The assessment of  indefinite  life  is  reviewed annually  to 
determine whether  the  indefinite  life  continues  to be  supportable.  If  not,  the  change  in useful  life  from 
indefinite to finite is made on a prospective basis.   

Any gain or loss arising upon derecognition of an intangible asset is calculated as the difference between the 
net disposal proceeds and the carrying amount of the asset and is included in the statement of income.  

Research costs are expensed as incurred. 
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies‐‐Continued 

2.10. Leases  

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract 
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.   

The Company recognizes lease liabilities to make lease payments and right‐of‐use assets representing the right 
to use the underlying assets at the commencement date of the lease, except for short‐term leases and leases 
of low‐value assets.    

Right‐of‐use  assets  are measured  at  cost,  less  any  accumulated depreciation  and  impairment  losses,  and 

adjusted for any remeasurement of lease liabilities. The cost of right‐of‐use assets includes the amount of lease 

liabilities recognized, initial direct costs incurred, and lease payments made at or before the commencement 

date less any lease incentives received. The cost of a right‐of‐use asset also includes an estimate of costs to be 

incurred by the lessee in dismantling and removing the underlying asset, restoring the site on which it is located 

or restoring the underlying asset to the condition required by the terms and conditions of the lease.  

At the commencement date of the  lease, the Company recognizes  lease  liabilities measured at the present 
value of lease payments to be made over the lease term. The lease payments include fixed payments (including 
in‐substance fixed payments) less any lease incentives receivable, variable lease payments that depend on an 
index or a rate, and amounts expected to be paid under residual value guarantees.   

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the 
lease commencement date because the interest rate implicit in the lease is not readily determinable. For lease 
contracts recognized in the years ended December 31, 2021 and 2020, the Company used a rate of 1.8% for 
lease contracts in the United States and of 6.1% for leases in Brazil.   

After the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest 
and reduced for the lease payments made. 

Right‐of‐use  assets  are  depreciated  on  a  straight‐line  basis  over  the  shorter  of  the  lease  term  and  the 
estimated useful lives of the assets. Right‐of‐use assets were included in non‐current assets within property, 
plant and equipment, and lease liabilities were presented in current and non‐current liabilities. 

 

2.12. Impairment of non‐financial assets  

2.12.1. Goodwill paid for expected future economic benefits 

Goodwill is tested for impairment annually or when the circumstances indicate that the carrying value may be 
impaired. 

2.12.2. Intangible assets with indefinite useful lives   

Intangible assets with indefinite useful lives are tested for impairment annually, either individually or at the 
cash‐generating unit level, as appropriate, and when circumstances indicate that the carrying value may be 
impaired. 
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies‐‐Continued 

2.12.2. Intangible assets with indefinite useful lives‐‐Continued  

Within  the  current  economic  environment  in Brazil,  the Company  assessed  the  circumstances  that  could 
indicate an impairment of its non‐financial assets due to COVID‐19. The impacts were structured on the basis 
of  the best  information  currently available. The  impairment  test did not  reveal any need  for  impairment 
provision as at December 31, 2021 and 2020.  

Intangible assets, property, plant and equipment, and right‐of‐use assets with finite lives are amortized and 
depreciated, respectively, and assessed for impairment whenever there is an indication that the asset may be 
impaired. These assets are tested for impairment at least annually, either individually or at the cash‐generating 
unit level, as appropriate, and when circumstances indicate that the carrying value may be impaired.   

2.13. Provisions   

2.13.1  General  

Provisions are recognized when the Company has a present  legal or constructive obligation as a result of a 
past event, it is probable that an outflow of resources embodying economic benefits will be required to settle 
the obligation and a reliable estimate can be made of the amount of the obligation.  

2.13.2 Provisions for tax, civil and labor claims  

The Company  is a party to several judicial and administrative proceedings. Provisions are recognized for all 

legal proceedings where it is probable that an outflow of resources will be required to settle the obligation 

and a reliable estimate can be made of the obligation. Assessing the  likelihood of an unfavorable outcome 

includes  the evaluation of available evidence,  the hierarchy of  laws, available case  law, most  recent court 

decisions and their relevance to the legal system, as well as external legal advice. Provisions are reviewed and 

adjusted to reflect changes in circumstances, such as applicable statute of limitations, outcomes of tax audits 

or further exposure to litigation from new matters or court decisions. 

 

2.14. Taxes  

2.14.1.  Sales tax   

Revenue and expenses are recognized net of the amount of sales tax, except: 
 

I. when the sales tax incurred on a purchase of assets or services is not recoverable from the taxation 
authority, in which case, the sales tax is recognized as part of the cost of acquisition of the asset or as 
part of the expense item, as applicable;  

II. when receivables and payables are stated with the amount of sales tax included; and  
III. when the net amount of sales tax recoverable from, or payable to, the taxation authority, is included 

as part of receivables or payables in the balance sheet. 
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies‐‐Continued 

2.14. Taxes‐‐Continued 

2.14.1. Sales tax‐‐Continued  

The Company’s sales and service revenue is subject to the following taxes and contributions at the following 
tax rates:  

 

Value‐added Tax on Sales  and Services (ICMS) 7.00% to 19.00%

Social  Contribution on Revenues (COFINS) 7.6%

Social  Integration Program (PIS) 1.65%

Social  Security Contribution (INSS)               1.50% to 2.50%

State Sales  Tax (USA) 0% to 8.875%

Tax rates

 

In the statement of income, sales are stated net of these taxes. The tax benefits and special taxation regimes 
are disclosed in Note 35. 

 

2.14.2 Current income tax  

Current income tax assets and liabilities for the current and prior years are measured at the amount expected 
to be recovered from or paid to the taxation authorities, and are classified as current or non‐current depending 
on  the expected period of  realization and/or settlement. The  tax  rates and  tax  laws used  to compute  the 
amount are those that are enacted or substantively enacted at the reporting date in the countries where the 
Company operates and generates taxable income. 

In Brazil, the main country where the Company operates, the taxes on profit comprise income tax and social 
contribution. The income tax is charged on taxable income at a rate of 15% plus a surcharge of 10% on annual 
taxable income in excess of R$240, and the social contribution is charged at a rate of 9% on taxable income 
recognized on the accrual basis. Thus, additions of temporary non‐deductible expenses to, or exclusions of 
temporary non‐taxable income from, the accounting profit in determining the current taxable profit give rise 
to deferred tax assets or liabilities. Taxes prepaid or recoverable are included in current or non‐current assets 
depending on the expected period of realization.     

Current  income  tax  relating  to  items  recognized  directly  in  equity  is  recognized  in  equity. Management 
periodically evaluates positions taken by the Company in income tax returns with respect to situations in which 
applicable tax regulation is subject to interpretation and establishes provisions where appropriate. 

The Company applies IFRIC 23/ICPC 22 which clarifies income tax accounting where there is uncertainty over 
a tax treatment. If the entity concludes it is not probable that the taxation authority will accept an uncertain 
tax treatment, the entity shall reflect the effect of uncertainty in determining the related taxable profit. 
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies‐‐Continued 

2.14.3. Deferred tax   

Deferred tax is recognized on temporary differences between the tax bases of assets and liabilities and their 
carrying amounts in the financial statements. Deferred tax liabilities are recognized for all taxable temporary 
differences, except:    
 

I. when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in 
a transaction that is not a business combination and, at the time of the transaction, affects neither the 
accounting profit nor taxable profit or loss; and  

II. in  respect of  taxable  temporary differences associated with  investments  in  subsidiaries, when  the 
timing  of  the  reversal  of  the  temporary  difference  can  be  controlled  and  it  is  probable  that  the 
temporary differences will not reverse in the foreseeable future.   

 

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that 
it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax 
asset to be utilized. Unrecognized deferred tax assets are reassessed at each reporting date and are recognized 
to the extent that it has become probable that future taxable profits will allow the deferred tax asset to be 
recovered.    

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when 
the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted at the 
reporting date.   

Deferred tax relating to items recognized directly in equity is recognized in equity and not in the statement of 
income.  Deferred  tax  items  are  recognized  in  correlation  to  the  underlying  transaction  either  in 
comprehensive income or directly in equity.   
 
Deferred tax assets and liabilities are presented net in the balance sheet when there is a legally enforceable 
right to set off current tax assets against current tax liabilities, when the deferred tax assets and the deferred 
tax  liabilities relate to  income taxes  levied by the same taxation authority on the same taxable entity, and 
when there is an intention to settle on a net basis or to realize the asset and settle the liability simultaneously. 

2.15. Other employee benefits  

In addition to the fixed compensation (wages and salaries, social security contribution (INSS), paid vacation, 
13th month salary), the employees, directors and officers of the Company also receive variable compensation 
in the form of profit sharing, share options and restricted stock. These employee benefits are recorded on the 
accrual basis in the income statement when an obligation to pay exists.     
 

2.16. Earnings per share  

The Company calculates basic earnings per share based on the weighted average number of common shares 
outstanding during the year, excluding common shares purchased and held as treasury shares, in conformity 
with Technical Pronouncement CPC 41/IAS 33.  
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies‐‐Continued 

2.16. Earnings per share‐‐Continued 

Diluted  earnings  per  share  is  calculated  by  adjusting  the weighted  average  number  of  common  shares 
outstanding to assume conversion of all potential common shares with dilutive effects.   

 

2.17. Statement of cash flows and statement of value added  

The statements of cash flows were prepared using the indirect method and are presented in accordance with 
Technical Pronouncement CPC 03 R2/IAS 7 Statement of Cash Flows, issued by the CPC/IASB. 
 
The statement of value added is not mandatory under IFRS and is a supplementary financial statement. This 

statement was prepared in accordance with the Brazilian corporate legislation and the criteria defined in 

Technical Pronouncement CPC 09 Statement of Value Added, with the objective of providing information 

regarding the amount of wealth created by the Company during the year and the way the wealth has been 

distributed by the Company among all the stakeholders.   

 

2.18. Financial instruments   

2.18.1. Initial recognition and measurement  

Financial instruments are initially recognized at fair value plus transaction costs that are directly attributable 
to the acquisition or  issue of the financial asset or financial  liability, except for financial assets at fair value 
through profit or loss.  
 
The  Company’s  main  financial  assets  include  cash  and  cash  equivalents,  trade  receivables  and  cash 
investments. They are classified as at amortized cost and as at fair value through profit or loss (Note 30).  
 
The Company’s main financial liabilities include trade payables, borrowings, lease liabilities, and payables for 
acquisition of subsidiary. These liabilities are classified as at amortized cost (Note 30).    
 

2.18.2. Subsequent measurement  

Subsequent measurement of  financial  instruments occurs at each balance sheet date and depends on  the 
category  into which the  financial  instrument  is classified. The Company’s  financial assets and  liabilities are 
classified in the following categories:   

I. Financial assets and liabilities at amortized cost  
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies‐‐Continued 

2.18.2. Subsequent measurement‐‐Continued 

A financial asset or liability shall be measured at amortized cost if both of the following conditions are met:   

a) the  financial asset or  liability  is held within a business model whose objective  is  to hold  financial 
instruments in order to collect contractual cash flows; and    

b) the contractual terms of the financial asset or liability give rise on specified dates to cash flows that 
are solely payments of principal and interest on the principal amount outstanding. 
 

Financial liabilities are subsequently measured at amortized cost using the effective interest method.  

 
II. Financial assets and liabilities at fair value through profit or loss  

 
A  financial asset or  liability  that  is not measured at amortized  cost or at  fair  value  through other 
comprehensive income is measured at fair value through profit or loss.  
 

2.19. Derivative financial instruments and hedging activities  

The Company uses derivative financial instruments to hedge its foreign currency risks.  
 
Derivative financial instruments are initially recognized at fair value on the date on which a derivative contract 
is entered into and are subsequently remeasured at fair value. Derivatives are carried as financial assets when 
the fair value is positive and as financial liabilities when the fair value is negative. Any gain or loss arising from 
changes in the fair value of derivatives is taken directly to the statement of income.  
 

2.20. Segment information  

The  Company  is  engaged  in  the  design, manufacture  and marketing  of  women’s, men’s  and  children’s 
footwear,  handbags,  accessories  and  clothing.  The  Company’s  brand  portfolio  includes  Arezzo,  Schutz, 
Anacapri, Alexandre Birman, Fiever, Alme, Vans, Reserva, Reserva Mini, Reserva Go, Oficina, Eva, Troc, Baw 
and MyShoes. Although the Company’s products are distributed through various distribution channels (mono‐
brand stores,  including company‐owned stores, franchise stores and e‐commerce, and multi‐brand stores), 
they are aggregated into one single operating segment.   
 

For management purposes, consolidated gross revenue is segmented by brand and sales channel. 
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Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

2. Accounting policies—Continued  

2.21. Share‐based compensation  

2.21.1 Restricted stock plan  

The Company approved a restricted stock plan  for  its directors, executives and selected employees, giving 
them restricted shares under the terms and conditions laid out in the plan. The expense is recorded on a pro 
rata basis over the period from the date of grant to the vesting date. The expense represents the number of 
shares granted multiplied by the fair value of the share at the grant date as well as provision for charges. See 
Note 34 for details of the plan.  
 

2.22. Business combinations  

Business combinations are accounted  for using  the acquisition method. The consideration  transferred  in a 
business combination  is measured at fair value, which  is the sum of the acquisition‐date fair values of the 
assets transferred by the acquirer, the liabilities incurred by the acquirer to former owners of the acquiree, 
and the equity interests issued by the acquirer. Acquisition‐related costs are expensed as incurred. 

Identifiable assets acquired and liabilities assumed are measured at their acquisition‐date fair value.   

Goodwill  is measured as  the excess of  the  sum of  the consideration  transferred,  the amount of any non‐
controlling interest in the acquiree and the fair value of the acquirer’s previously held equity interest (if any) 
in  the  entity  over  the  net  fair  value  of  the  identifiable  assets  acquired  and  liabilities  assumed.  If,  after 
measurement, the net fair value of the identifiable assets acquired and liabilities assumed exceeds the sum of 
the consideration transferred, the amount of any non‐controlling interest in the acquiree and the fair value of 
the acquirer’s previously held equity interest (if any), the excess is recognized immediately in profit or loss as 
a bargain purchase gain. 

When  the  consideration  transferred  in  a  business  combination  includes  a  contingent  consideration 
arrangement, contingent consideration  is measured at  its acquisition‐date  fair value and  is  included  in  the 
consideration transferred in the business combination. Changes in the fair value of consideration that occur 
after  the  measurement  period  are  accounted  for  prospectively  in  profit  or  loss.  Measurement  period 
adjustments are meant to reflect new information obtained during the measurement period (which cannot 
exceed one year from the acquisition date) about facts and circumstances that existed at the acquisition date 
and are made to assets acquired and liabilities assumed and goodwill.      

Goodwill is initially recognized and measured as described previously. Goodwill is not amortized, but is tested 
for impairment at least annually. For the purpose of impairment testing, goodwill is allocated to each of the 
CGUs (or groups of CGUs) that  is expected for benefit from the synergies of the combination. The CGUs to 
which goodwill has been allocated are tested for impairment annually or more frequently when there is an 
indication that the unit may be impaired. 
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2. Accounting policies‐‐Continued 

2.22. Business combinations‐‐Continued 

If the recoverable amount of the unit is less than its carrying amount, the impairment loss must be allocated, 
first, to reduce the carrying amount of any goodwill allocated to the CGU and, then, to the other assets of the 
unit, pro rata on the basis of the carrying amount of each asset in the unit. Impairment losses on goodwill are 
recognized in the statement of income for the period in which they arise.  

 

2.23  Capital reserve and revenue reserve  

The legal reserve is credited annually with 5% of the profit for the year in accordance with Law 6,404/76 and 
cannot exceed 20% of capital. In a financial year in which the sum of legal reserve and capital reserve is greater 
than 30% of share capital, the Company is not required to allocate part of its net profit for the year to the legal 
reserve. 

The Company’s bylaws permit the creation of reserves pursuant to Law 6,404/76, provided that the sum of 
these reserves and other revenue reserves, excluding contingency reserve and unrealized profits reserve, does 
not exceed 100% of share capital. If this limit is reached, the General Meeting of Shareholders shall decide, 
pursuant to the provisions of article 199 of the Brazilian corporate legislation, whether the excess amount will 
be used for contributing or increasing share capital, or paying dividends.   

2.24 Dividends 

In accordance with the Company’s bylaws, all shareholders are entitled each year to a mandatory minimum 
dividend of 25% of the adjusted net profit pursuant to the Brazilian corporate legislation.     

Any dividends in excess of that limit are recognized and remain in equity as “Proposed additional dividends” 
until the dividends are actually approved by the General Meeting of Shareholders.   

 

2.25 Tax incentive reserve  

The Company and its subsidiaries receive ICMS tax incentives, which Complementary Law 160/17 requires 

to  be  classified  as  investment  subsidies.  In  accordance with  this  Law,  the  Company’s management  is 

allocating the amounts disclosed in Note 35 to the tax incentive reserve under revenue reserve subject to 

approval of the Annual General Meeting. The amount of tax incentives does not form a basis for calculating 

mandatory minimum  dividends  and  can  only  be  incorporated  into  the  share  capital  pursuant  to  Law 

6,404/76. 
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3. Significant accounting judgments, estimates and assumptions   

3.1. Judgments  

The preparation of the parent company and consolidated financial statements requires management to make 
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and 
liabilities, and the disclosure of contingent liabilities at the reporting date. However, uncertainty about these 
assumptions  and  estimates  could  result  in  outcomes  that  require  a material  adjustment  to  the  carrying 
amount of assets or liabilities affected in future periods.  
 
Estimates and assumptions are continually evaluated and prospectively recognized.  
 

3.2. Estimates and assumptions   

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting 
date that have a significant risk of causing a material adjustment to the carrying amount of assets and liabilities 
within the next financial year are addressed below:  
 

I. Impairment of non‐financial assets   

Impairment  exists when  the  carrying  amount of  an  asset or  cash‐generating unit  exceeds  its  recoverable 
amount, which is the higher of its fair value less costs to sell and its value in use. The fair value less costs to sell 
calculation is based on available data from sales transactions for similar assets or observable market prices less 
incremental costs of disposing of the asset. The value‐in‐use calculation  is based on a discounted cash flow 
model. The cash flows are derived from the budget for the next five years and do not include restructuring 
activities that the Company  is not yet committed to or significant future  investments that will enhance the 
performance of the assets of the CGU being tested. The recoverable amount is sensitive to the discount rate 
used for the discounted cash flow method as well as the expected future cash  inflows and the growth rate 
used for extrapolation purposes.      
 

II. Taxes 

Uncertainties exist with respect to the interpretation of complex tax regulations and the amount and timing 
of future taxable profits. The Company establishes provisions based on applicable estimates for anticipated 
outcomes of tax audits in the jurisdictions in which it operates. The provision amounts are based on various 
factors, such as experience from prior tax audits and divergent interpretations of tax regulations by the taxable 
entity and  the  relevant  taxation authority. Such divergent  interpretations may arise  from a wide  range of 
issues, depending on the conditions prevailing in the domicile of the Company.   
 
Significant management  judgment  is required  to determine the amount of deferred tax assets that can be 
recognized, based upon  the  likely  timing  and  the  level of  future  taxable profits,  together with  future  tax 
planning strategies.  
 

III. Share‐based payments   

The Company measures the cost of equity‐settled transactions by reference to the fair value of the equity 
instruments at the date at which they are granted. Estimating fair value for share‐based payment transactions 
requires determination of the most appropriate valuation model, which depends on the terms  
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3. Significant accounting judgments, estimates and assumptions‐‐Continued  

3.2. Estimates and assumptions‐‐Continued  

III.  Share‐based payments‐‐Continued  

and conditions of the grant. This estimate also requires determination of the most appropriate inputs to the 
valuation model  including  the  expected  life of  the  share option,  volatility  and  risk‐free  interest  rate. The 
assumptions and models used for estimating fair value for share‐based payment transactions are disclosed in 
Note 34.  

 

IV.  Provisions for tax, civil and labor claims   

The  Company  recognizes  a  provision  for  all  lawsuits  for which  the  likelihood  of  unfavorable  outcome  is 

probable. Assessing the likelihood of an unfavorable outcome includes the evaluation of available evidence, 

the hierarchy of laws, available case law, most recent court decisions and their relevance to the legal system, 

as well as external legal advice. Provisions are reviewed and adjusted to reflect changes in circumstances, such 

as applicable statute of limitations, outcomes of tax audits or further exposure to litigation from new matters 

or court decisions. 

 

V. Leases  

At the commencement date of the  lease, the Company recognizes  lease  liabilities measured at the present 
value of lease payments to be made over the lease term. The lease payments include fixed payments (including 
in‐substance fixed payments) less any lease incentives receivable, variable lease payments that depend on an 
index or a rate, and amounts expected to be paid under residual value guarantees.   

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the 
lease commencement date because the interest rate implicit in the lease is not readily determinable. For lease 
contracts recognized in the years ended December 31, 2021 and 2020, the Company used a rate of 1.8% for 
lease contracts in the United States and of 6.1% for leases in Brazil.   

The actual amounts that result from the settlement of transactions may differ materially from the estimates 

made  in the financial statements due to an  inherent  lack of precision  in their measurement. The Company 

reviews estimates and assumptions at least on a quarterly basis.   

 

4. New and amended standards 

The amendments to standards issued by the IASB, which became effective from January 1, 2021, did not have 
any significant impact on the parent company and consolidated financial statements of the Company. 

a)  Interest Rate Benchmark Reform  ‐ Phase 2  (Amendments  to CPC48/IFRS 9, CPC 38/IAS 39, CPC 
40/IFRS 7, CPC 11/IFRS 4 and CPC 06/IFRS 16)  

The Phase 2 amendments address issues that might affect financial reporting during the reform of an interest 
rate benchmark, including the effects of changes to contractual cash flows or hedging relationships 
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4. New and amended standards‐‐Continued 

a) Interest Rate Benchmark Reform  ‐ Phase 2  (Amendments  to CPC48/IFRS 9, CPC 38/IAS 39, CPC 
40/IFRS 7, CPC 11/IFRS 4 and CPC 06/IFRS 16)‐‐Continued  

arising  from  the  replacement  of  an  interest  rate  benchmark  with  an  alternative  benchmark  rate.  The 
amendments provide practical expedients  for  certain  requirements  in CPC 48/IFRS 9, CPC 38/IAS 39, CPC 
40/IFRS 7, CPC 11/IFRS 4 and CPC 06/IFRS 16 related to changes in the basis for determining the contractual 
cash flows of financial assets, financial liabilities and lease liabilities; and hedge accounting.  

b) Onerous Contracts – Cost of Fulfilling a Contract (Amendments to CPC 25/IAS 37) 

The amendments specify which costs a company includes when determining the cost of fulfilling a contract 
for the purpose of assessing whether the contract  is onerous. The amendments apply for annual reporting 
periods beginning on or after January 1, 2022 to contracts existing at the date when the amendments are first 
applied. At the date of initial application, the cumulative effect of applying the amendments is recognized as 
an  opening  balance  adjustment  to  retained  earnings  or  other  component  of  equity,  as  appropriate.  The 
comparatives are not restated.   

         The Company does not expect any significant changes as a result of application of CPC 25/IAS 37.  

c) Other standards   

The following new and amended standards are not expected to have a material impact on the parent company 
and consolidated financial statements:    
 

 COVID‐19‐Related Rent Concessions (Amendments to CPC 06/IFRS 16);  

 Property, plant and equipment: Proceeds before intended use (Amendments to CPC 27/IAS 16);  

 Reference to the Conceptual Framework (Amendments to CPC 15/IFRS 3);  

 Classification of Liabilities as Current or Non‐current (Amendments to CPC 26/IAS 1); and  

 IFRS 17 Insurance Contracts;  

 Disclosure of Accounting Policies (Amendments to CPC 26/IAS 1 and IFRS Practice Statement 2);  

 Definition of Accounting Estimates (Amendments to CPC 23/IAS 8); and 

 Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to CPC 
32/IAS 12). 

 

5. Business combinations 

5.1 Acquisition of VamoQueVamo Empreendimentos e Participações S.A. (“Reserva”) 

On December 4, 2020,  the Company acquired 100% of  the equity of Vamoquevamo Empreendimentos e 

Participações S.A. (“Reserva”) and obtained control of the acquiree. Reserva manufactures and sells at retail 

and  wholesale  apparel,  footwear  and  accessories,  and  grants  franchises,  among  other  activities.  The 

acquisition is in line with the Company’s strategy of complementing its businesses in the fashion retail sector, 

enlarging the range of products and increasing its brand portfolio with the new brands Reserva, Reserva Mini, 

Oficina Reserva, Reserva Go, INK and EVA brands. 
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5. Business combinations‐‐Continued 

5.1 Acquisition of VamoQueVamo Empreendimentos e Participações S.A. (“Reserva”)‐‐Continued 

The amounts recognized in respect of the business combination made on December 4, 2020 are as follows: 

      Other current assets          15,531                   ‐               15,531 

      Deferred income tax and social  contribution          24,329                   ‐               24,329 

      Property, plant and equipment          58,588          (1,911)            56,677 

      Investments              900                   ‐                    900 

      Intangible assets             5,942       266,280          272,222 

      Other non‐current assets                453                   ‐                    453 

Liabilities assumed 

       Borrowings           91,806                   ‐               91,806 
       Lease l iabil ities         34,712                   ‐               34,712 

       Trade payables           36,959                   ‐               36,959 

       Other current l iabilities           49,258                   ‐               49,258 

       Provisions  for labor, tax and civil  proceedings             2,959                   ‐                 2,959 

       Other non‐current l iabil ities             4,156                   ‐                 4,156 

Total consideration

          Covered by:

          Cash       175,000                   ‐            175,000 

          Cash consideration payable          50,000                   ‐               50,000 

         Equity instruments  (8,677,134 Company shares)      615,209                   ‐            615,209 

Total consideration transferred       840,209                   ‐            840,209 

   Total goodwill          467,659 
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5. Business combinations‐‐Continued   

5.1 Acquisition of VamoQueVamo Empreendimentos e Participações S.A. (“Reserva”)—Continued  

The acquisition of subsidiary Vamoquevamo Empreendimentos e Participações S.A. did not generate any cash 
flows and  is therefore not reported  in the statement of cash flows. This acquisition  is presented as “Share 
capital increase through issue of shares” and “Capital reserve”: 

2021 2020 2021 2020

Investments           840,209          840,209                      ‐                        ‐   

Other assets  acquired and l iabil ities  assumed                        ‐                        ‐            102,549          103,454 

Property, plant and equipment (decrease in value) 

(a)
                      ‐                        ‐                  (1,911)               (1,911)

Intangible assets (increase in value) (b)                       ‐                        ‐            266,281          266,427 

Inventory (increase in value) (c)                        ‐                        ‐                 5,631               6,111 

Goodwill                         ‐                        ‐            467,659          466,128 

Share capital  increase through issue of shares                         ‐                        ‐           (456,000)        (456,000)

Capital  reserve                        ‐                        ‐           (159,209)        (159,209)

Cash outflow            225,000          225,000          225,000          225,000 

Parent company Consolidated 

 

The valuation techniques used to determine the fair value of material assets acquired were as follows:  

a) Property, plant and equipment: Market  comparison  technique and  cost  technique: The valuation 
model  considers  market  prices  for  similar  assets  when  they  are  available,  and  depreciated 
replacement cost when appropriate.  Depreciated replacement cost reflects adjustments for physical 
deterioration as well as functional and economic obsolescence.  
 

b) Intangible assets: Relief‐from‐royalty method and multi‐period excess earnings method: The relief‐
from‐royalty method considers the discounted estimated royalty payments that are expected to be 
avoided as a result of the patents being owned. The multi‐period excess earnings method considers 
the  present  value of net  cash  flows  expected  to be  generated  by  the  customer  relationships, by 
excluding any cash flows related to contributory assets. Intangible assets include trademarks, licensing 
and internally generated intangibles, and customer relationships.   
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5.   Business combinations‐‐Continued   

5.1 Acquisition of VamoQueVamo Empreendimentos e Participações S.A. (“Reserva”)‐‐Continued 

The key assumptions used to determine adjustments to the fair value estimate for customer relationship and 
franchisee relationship intangible assets were as follows: 

 
  Customer relationship  Franchisee relationship 

Revenue  The  revenue  projection  was  based  on 
operating  revenue  from  multi‐brand 
customers and estimated turnover.  

The  revenue  projection  was  based  on 
operating  revenue  from  franchise 
customers and estimated turnover.  

Attrition rate  20.5% based on the average turnover rate 
of Arezzo’s multi‐brand customers.  

4.8%  based  on  the  average  number  of 
Arezzo franchisees lost from 1997 to 2019. 

Useful life  The remaining useful life was estimated at 11.1 years, considering a concentration of 
approximately 90% of the total cash flows at present value of the asset being valued.  

Tax 
amortization 
benefit 

The tax amortization benefit was calculated based on the statutory tax rate of 34% and 
amortization period equal to the remaining useful life of the asset.   

Discount 
rate 

13.6% based on the weighted average cost of capital (WACC) plus a risk premium.    
 

 

The relief‐from royalty method was applied to brands:  

 

Revenue  The fair value measurement for Reserva brands considered a revenue base  linked to 
the brands.   

Royalty rate  5.5%  of  projected  net  sales  for  brands  individually,  based  on  royalties  for  similar 
transactions and Arezzo contracts in force.  

Useful life  Indefinite 

Tax 
amortization 
benefit 

The tax amortization benefit was calculated based on the statutory tax rate of 34% and 
amortization period equal to the remaining useful life of the asset.  

Discount rate   13.6% based on the weighted average cost of capital (WACC) plus a risk premium.    

 
 
a) Inventories: Market  comparison  technique:  The  fair  value  is determined  based on  the  estimated 

selling price in the ordinary course of business less the estimated costs of completion and sale, and a 
reasonable profit margin based on the effort required to complete and sell the inventories. The effect 
of the fair value adjustment will not generate temporary differences for recognition of deferred taxes 
because the inventories turn in a short time.  

The trade receivables comprise gross contractual amounts due of R$89,941, of which R$11,212 was expected 
to be uncollected at the date of acquisition date and so no additional adjustments were necessary.   
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

5.  Business combinations‐‐Continued 

5.1 Acquisition of VamoQueVamo Empreendimentos e Participações S.A. (“Reserva”)‐‐Continued 

The goodwill of R$467,659 is attributable to the synergies expected to be achieved from integrating the entity 
into the Company’s existing business and the expansion of the Company’s addressable market.  The goodwill 
is expected to be deducted for  income tax purposes upon merger of the subsidiary  in the future since the 
transaction was carried out in Brazil and approved by the Brazilian antitrust authority CADE and the report will 
be filed with the Division of Corporations to meet the requirements for tax deduction of goodwill amortization 
expenses from this transaction.   

The fair value of the 8,677,134 common shares issued as part of the consideration paid by the Company was 
based on the market share price at the date of acquisition of R$70.90. Acquisition‐related costs were R$12,100 
and have been included in administrative expenses. Reserva contributed revenues of R$90,333 and R$31,742 
to the Company’s profit for the period between the date of acquisition and the 2020 year‐end date.    

If the acquisition of Reserva had been completed on the first day of the financial year, the Company’s revenue 
for the year would have been R$2,327,787 and the Company’s profit for the year ended December 31, 2020 
would have been R$13,155. 

 

5.2  Acquisition of Troc 

On February 1, 2021, the Company acquired, through its subsidiary ZZAB Comércio de Calçados Ltda. (“ZZAB”), 
71.13%  and,  through  its  subsidiary Tiferet  (“Reserva”), 3.87% of Troc.Com.Br  ‐ Atividade de  Internet  S.A. 
(“Troc”), totaling a 75% controlling interest. TROC is a limited liability company that operates an online fashion 
website www.troc.com.br where consumers can buy and sell women’s and children’s  luxury used clothing, 
shoes and accessories. Troc has all the elements of a business: inputs, clearly defined processes and outputs.  

The acquisition of Troc is part of the Company’s strategy of complementing its businesses in the fashion retail 
sector, enlarging the range of products and expanding its brand portfolio. The fair values of identifiable assets 
acquired and liabilities assumed are set out in the table below.  
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Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

5.  Business combinations‐‐Continued 

5.2 Acquisition of Troc‐‐Continued 

Carrying 

amount

Fair value 

adjustment
Fair value 

Assets acquired 

Cash and cash equivalents                 792                   ‐                    792 

Trade receivables                 257                   ‐                    257 

Other non‐current assets                      10                   ‐                       10 

Receivables  from related parties            11,000                   ‐               11,000 

Property, plant and equipment                  207                   ‐                    207 

Intangible assets                   267            9.836             10,103 

Liabilities assumed and non‐controlling 

interests 
Trade payables                      33                   ‐                       33 

Other current l iabilities                   732                   ‐                    732 

Other non‐current l iabil ities                        9                   ‐                         9 

Non‐controll ing interests               6,235                   ‐                 6,235 

Total purchase consideration 

Covered by:

Cash             11,378                   ‐               11,378 

Estimated cash consideration payable             11,000                   ‐               11,000 

Total consideration transferred          22,378                   ‐            22,378 

Total goodwill               7,018 

2021

 

The valuation techniques used to determine the fair value of material assets acquired were as follows:  

a) Intangible  assets:  Relief‐from‐royalty  method,  with‐without  method,  and  multi‐period  excess 
earnings  method:  The  relief‐from‐royalty  method  considers  the  discounted  estimated  royalty 
payments that are expected to be avoided as a result of the patents being owned. The with‐without 
method estimates the value of the asset based on the difference between the cash flow with non‐
compete agreement and  the  cash  flow without non‐compete agreement. The multi‐period excess 
earnings method  considers  the present  value of net  cash  flows expected  to be  generated by  the 
customer relationships, by excluding any cash flows related to contributory assets. Intangible assets 
include trademarks, non‐compete agreements, and customer relationships. 
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

5.  Business combinations‐‐Continued 

5.2  Acquisition of Troc‐‐Continued 

The  key  assumptions  underlying  the  adjustments  to  the  fair  value  estimates  for  customer  relationship 

intangible assets were as follows: 

   

Revenue  The revenue projection was based on historical  information on revenue by customer 
for the 2016‐2020 period. 

Attrition 
rate 

53.8% based on the average turnover rate of Arezzo’s multi‐brand customers. 

Useful life  Indefinite. 

Tax 
amortization 
benefit 

The tax amortization benefit was calculated based on the statutory tax rate of 34% and 
amortization period equal to the remaining useful life of the asset.  

Discount  
rate  

17.7% based on the Capital Asset Pricing Model (CAPM) plus a risk premium.  
 

 

The with‐without method was applied to the non‐compete agreement: 
 

Scenarios  The value of the asset  is estimated based on the difference between cash flow with 
non‐compete  agreement  and  cash  flow  without  non‐compete  agreement.  In  the 
‘without’ scenario, a 10% loss of the incremental revenue projected for the period from 
February 2025  to  January 2027 was considered, assuming  that  there  is no compete 
agreement.  
 

Probability of 
competition 

50%. 

Useful life  The  remaining useful  life was estimated  considering a  three‐year  term of  the non‐
compete agreement. 

Tax 
amortization 
benefit  

The tax amortization benefit was calculated based on the statutory tax rate of 34% and 
amortization period equal to the remaining useful life of the asset.  

Discount 
rate 

17.7% based on the Capital Asset Pricing Model (CAPM) plus a risk premium.  
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Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

5.  Business combinations‐‐Continued 

5.2 Acquisition of Troc‐‐Continued 

The relief‐from royalty method was applied to brands: 
 

Revenue  The fair value measurement for Reserva brands considered a revenue base  linked to 
the brands. 

Royalty 
rate 

4.5% of projected revenue based on the average royalties for licensing agreements for 
brands similar to those of Troc. 

Useful life  Indefinite. 

Tax 
amortization 
benefit 

The tax amortization benefit was calculated based on the statutory tax rate of 34% and 
amortization period equal to the remaining useful life of the asset. 

Discount 
rate 

17.7% based on the Capital Asset Pricing Model (CAPM) plus a risk premium. 

 

The amount of trade receivables is R$257 measured at fair value. 

The goodwill of R$7,018  is attributable  to  synergy effects expected  from  the entity’s  integration  into  the 
Company’s business and the expansion of the Company’s addressable market.  The goodwill is expected to be 
deducted  for  income  tax purposes upon merger of  the  subsidiary  in  the  future  since  the  transaction was 
carried out in Brazil and approved by the Brazilian antitrust authority CADE and the report will be filed with 
the Division of Corporations to meet the requirements for tax deduction of goodwill amortization expenses 
from this transaction.   

The fair value of the consideration transferred considers the following:  

(i) Acquisition by  ZZAB,  at  the  acquisition date, of 21,492  common  shares, of which 8,992  are  registered 
common  shares, without  par  value,  of  Luanna  de  Carvalho  Rodrigues  and  12,500  registered  common 
shares, without par value, of AYA Holding de Participações Ltda., for the price of R$6,028 paid in cash;  

(ii) Subscription of 59,619 new common shares in the total amount of R$16,350: a) R$4,350 was paid in cash 
by ZZAB at the acquisition date to pay outstanding liabilities of Troc; b) R$1,000 refers to a loan owed by 
Troc to ZZAB, which was converted into share capital; c) R$11,000 will be paid in cash in four semiannual 
installments.  
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

5. Business combinations‐‐Continued 

5.2.  Acquisition of Troc‐‐Continued 

Additionally, in the third anniversary year following the acquisition date, the shareholder Luanna de Carvalho 
Rodrigues may exercise a put option to sell her remaining 25% interest to ZZAB.  

Acquisition‐related  costs  included  in  administrative  expenses  were  R$393.  In  the  period  between  the 
acquisition date and December 31, 2021, Troc contributed revenue of R$3,197 and  loss of R$6,057  to  the 
Company’s profit. 

If the acquisition of Troc had been completed on the first day of the financial year ended December 31, 2021, 
the Company’s revenue would have been R$2,923,982 and the Company’s profit for the year would have been 
R$343,543. 

 

5.3.  Acquisition of Baw 

On August 9, 2021, the Company acquired, through its subsidiary ZZAB Comércio de Calçados Ltda. (“ZZAB”), 
100% of Baw Clothing Indústria e Comércio de Vestuários Ltda. (“Baw”). Baw is a limited liability company that 
focuses on retail and wholesale distribution of clothing online and outsources  its production to an outside 
manufacturing party. Baw has all the elements of a business: inputs, clearly defined processes and outputs.  

The acquisition of Baw is part of the Company’s strategy of complementing its businesses in the fashion retail 
sector, enlarging the range of products and expanding its brand portfolio.  
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Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

5. Business combinations‐‐Continued 

5.3. Acquisition of Baw‐‐Continued  

The fair values of identifiable assets acquired and liabilities assumed are set out in the table below.  

  

2021

Carrying 

amount

Fair value 

adjustment
Fair value 

Identifiable assets acquired 

Cash and cash equivalents                    86                   (10)                    76 

Trade receivables                4,871                  621               5,492 

Advances  to suppliers                 227                      ‐                    227 

Inventory               6,489               1,874               8,363 

Other current assets                   136                      ‐                    136 

Property, plant and equipment                  246                      ‐                    246 

Intangible assets (increase in value)                     ‐               31,475             31,475 

Liabilities assumed                     ‐   

Trade payables                3,636               2,421               6,057 

Taxes  payable               6,798                  759               7,557 

Borrowings                      41                      ‐                       41 

Salaries, vacation pay and social  charges                   186                      ‐                    186 

Provision for contingencies                       ‐                       13                     13 

Other current l iabil ities                      23                      ‐                       23 

Total consideration transferred 

          Covered by:

Cash          35,000                      ‐            35,000 

Equity instruments

(538,213 Company shares)
        50,002                      ‐            50,002 

Price adjustment               516                      ‐                 516 

Cash consideration to be transferred on the 

5th anniversary of the close date 
        20,000                      ‐            20,000 

Contingent consideration         10,000                      ‐            10,000 

Total  consideration transferred       115,518                      ‐         115,518 

Total goodwill          83,380 
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Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

5. Business combinations‐‐Continued 

5.3.  Acquisition of Baw‐‐Continued 

The purchase consideration for 100% of Baw was R$115,518, as detailed below: 

Parent company Consolidated

2021 2021

Investments                     115,518                               ‐   

Other identifiable assets  

acquired or l iabilities  assumed
                             ‐                              663 

Intangible assets  (increase in 

value) (a)
                             ‐                           31,475 

Goodwill                                ‐                        83,380 

Cash outflow                    115,518                    115,518 

Realized                      85,000                      85,000 

To realize                     30,518                      30,518 

 

The valuation techniques used to determine the fair value of material assets acquired were as follows: 

a) Intangible assets: Relief‐from‐royalty method and multi‐period excess earnings method: The relief‐
from‐royalty method considers the discounted estimated royalty payments that are expected to be 
avoided as a result of the patents being owned. The multi‐period excess earnings method considers 
the  present  value of net  cash  flows  expected  to be  generated  by  the  customer  relationships, by 
excluding  any  cash  flows  related  to  contributory  assets.  Intangible  assets  include  trademark  and 
customer relationships. 

The  key  assumptions  underlying  the  adjustments  to  the  fair  value  estimates  for  customer  relationship 
intangible assets were as follows: 

   

Revenue  The revenue projection was based on historical  information on revenue by customer 
for the period 2017‐July 2021. 

Attrition 
rate 

69.8% based on the average turnover rate of Arezzo’s multi‐brand customers. 

Useful life  Estimated at 2.4 years, considering the criteria of concentration of approximately 90% 
of total cash flow at present value of the asset valued. 

Tax 
amortization 
benefit 

The tax amortization benefit was calculated based on the statutory tax rate of 34% and 
amortization period equal to the remaining useful life of the asset. 

Discount 
rate 

15.2% based on the weighted average cost of capital (WACC) plus a risk premium.  
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(All amounts in thousands of reais unless otherwise stated) 

5. Business combinations‐‐Continued 

5.3.  Acquisition of Baw‐‐Continued 

The relief‐from royalty method was applied to brands: 

 

Revenue  The valuation of the brand Baw was based on assumptions and projections adopted by 
ZZAB’s management in the Business Enterprise Valuation for Baw. 

Royalty 
rate 

2% based on the average range calculated using the profit split method, considering 
the company’s EBIT margin for 2021. 

Useful life  Indefinite. 

Tax 
amortization 
benefit 

The tax amortization benefit was calculated based on the statutory tax rate of 34% and 
amortization period equal to the remaining useful life of the asset.  

Discount 
rate 

15.2% based on the weighted average cost of capital (WACC) plus a risk premium.  

 

The amount of trade receivables is R$5,492 measured at fair value. 

The goodwill of R$83,380  is attributable  to synergy effects expected  from  the entity’s  integration  into  the 
Company’s business and the expansion of the Company’s addressable market.  The goodwill is expected to be 
deductible  for  income  tax purposes upon merger of  the subsidiary  in  the  future since  the  transaction was 
carried out in Brazil and approved by the Brazilian antitrust authority CADE and the report will be filed with 
the Division of Corporations to meet the requirements for tax deduction of goodwill amortization expenses 
from this transaction.   

Acquisition‐related  costs  included  in  administrative  expenses  were  R$871.  In  the  period  between  the 
acquisition date and December 31, 2021, Baw contributed revenue of R$30,060 and  loss of R$1,590 to the 
Company’s profit. 

If the acquisition of Baw had been completed on the first day of the financial year ended December 31, 2021, 
the Company’s revenue would have been R$ 2,945,384 and the Company’s profit for the year would have 
been R$342,814. 
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Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

6. Cash and cash equivalents 

2021 2020 2021 2020

Cash and banks

Cash on hand                198                 634              3.058              2,295 

Cash at banks                975              2,657           27,237           36,002 

Cash equivalents 

     Automatic investments               1,275                     ‐               3,455                     ‐  

Total cash and cash equivalents             2,448              3,291           33,750           38,297 

Parent company Consolidated

 

At December 31, 2021, the average rate of interest on automatic investments classified as cash equivalents is 13% 
of the Interbank Deposit Certificate rate (CDI).   
 

 

7. Financial investments  

2021 2020 2021 2020

Current 

Fixed‐income securities                          ‐          172,265                     ‐          233,380 

Exclusive investment fund

Financial  Treasury Bills  (LFT)               23,478         165,493           84,337         273,177 

Securities  purchased under resale 

agreements  
              29,079                     ‐          108,438                     ‐  

Financial  bil ls  (CEF)                 6,843              7,618           25,660           12,574 

Certificates  of bank deposit (CDB)               10,375              2,264           10,375              3,737 

Total financial investments                69,775         347,640         228,809         522,868 

Parent company Consolidated

 

Exclusive investment fund 

ZZ  Referenciado  DI  Crédito  Privado  is  a  private  fixed‐income  investment  fund  under  management, 

administration and custody of Banco Santander S.A. The  investment  fund has no significantly high costs of 

operation.  The  fund’s  costs  consist  of  asset  management  fees,  custody  fees,  auditor  fees,  and  other 

operational expenses.    

This  investment  fund  is  exclusive  to  the Company  and  its  subsidiaries  and  therefore was  included  in  the 
consolidated financial statements.  

As of December 31, 2021, the fund holdings provide average yield of 101.11% of the interest rate of interbank 
deposit  certificates  (CDI)  (December  31,  2020  ‐  97%).  The  fund  has  38%  of  assets  in  treasury  bills  (LFTs) 
(December 31, 2020 – 56%) and 97% of the fund’s assets provide daily liquidity (December 31, 2020 – 97%).  
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7. Financial investments‐‐Continued 

Exclusive investment fund‐‐Continued 

The Company’s financial investment policy is to concentrate its investments in low‐risk securities with top‐tier 
financial  institutions  (top 10  financial  institutions  in  the country). These  investments accrue  interest based 
mostly on the CDI rate.    

At December 31, 2021, the Company has not pledged any investment as collateral to financial institutions. 

 

8. Trade receivables  

2021 2020 2021 2020

Domestic customers         486,360         392,335         470,132         383,835 

Trade notes  receivable        404,710         341,208         470,132         383,835 

Trade notes  receivable from related parties (Note 13a)          81,650           51,127                    ‐                      ‐  

Foreign customers           31,176           35,362           64,056           44,488 

Trade notes  receivable            5,446             4,839           64,056           44,488 

Trade notes  receivable from related parties (Note 13a)          25,730           30,523                    ‐                      ‐  

Other                 113                   61         271,696         184,636 

Credit cards                   ‐                      ‐          271,562         184,541 

Checks  and other                 113                   61                 134                   95 

       517,649         427,758         805,884         612,959 

(‐) Provision for expected credit loss             (8,844)           (9,192)        (11,306)        (11,571)

Total trade receivables         508,805         418,566         794,578         601,388 

Current         481,059         385,479         790,302         598,824 

Non‐current           27,746           33,087             4,276             2,564 

Parent company Consolidated
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8. Trade receivables‐‐Continued 

Third‐party credit cards – sales through credit card can be made for payment in a lump sum or in installments. 
The credit risk in these transactions is assumed by the credit card companies.   

Trade notes  receivable – The Company offers  its customers  that are  legal entities an  installment payment 
option through trade notes. The credit risk in these transactions is assumed by the Company.  

The  customer  sales  policies  are  subordinated  to  the  credit  policies  established  by management  and  are 
designed to minimize problems arising out of failure of customers to pay on due date. Sales transactions with 
retail customers are  included  in “credit cards”, and transactions with sales representatives and distributors 
(franchisees), which have a structured relationship with the Company, are included in “trade notes receivable 
– domestic customers”.   
 

Trade receivables from foreign customers by currency are as follows: 

 

2021 2020 2021 2020

USD          31,176           35,362           63,413           43,864 

EUR                    ‐                       ‐                  643                 624 

Balance at the end of the year          31,176           35,362           64,056           44,488 

Parent company Consolidated

 

The changes in the provision for expected credit losses on trade receivables are as follows: 

2021 2020 2021 2020

Balance at the beginning of the year            (9,192)           (1,639)        (11,571)           (2,633)

(Additions) reversals             (7,856)        (13,210)        (10,244)        (15,210)

Write‐offs              8,204             5,657           10,509             6,272 

Balance at the end of the year            (8,844)           (9,192)        (11,306)        (11,571)

Parent company Consolidated
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8. Trade receivables‐‐Continued 

The aging analysis of these trade receivables is as follows: 

2021 2020 2021 2020

Not yet due        505,065         412,798         774,606         597,999 

Up to 30 days  past due              3,081              2,244              7,940              2,244 

31‐60 days  past due              4,300              1,979              9,890              1,979 

61‐90 days  past due              1,231                 703              2,934                 703 

91‐180 days  past due              1,821              2,350              3,928              2,350 

181‐360 days  past due                 482              6,004              1,104              6,004 

More than 360 days  past due              1,669              1,680              5,482              1,680 

       517,649         427,758         805,884         612,959 

Parent company Consolidated

 

 

Default may be a warning sign that a customer is experiencing payment difficulties, however, the Company is 

monitoring  in a timely manner the market value of the transaction and  its customers’  inventories and has 

identified no  signs of  insolvency. Depending on  the market  reaction, we  can  consider extending payment 

terms for our customers and re‐evaluate the necessity of a loss provision. 

The Company assesses the risk of loss on outstanding accounts receivable on a periodic basis and recognized 
an additional provision of R$10,244 at December 31, 2021 (2020 – R$15,210) for losses on trade receivable, 
which was classified in selling expenses.  
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9. Inventories 

2021 2020 2021 2020

Finished products          125,967           81,506         352,219         265,378 

Raw materials             3,600              3,408           72,448           17,098 

Work in process                    ‐                       ‐             23,356              7,750 

Advances  to suppliers            10,539              5,326           13,965              7,884 

(‐) Provision for losses             (6,408)           (4,546)         (11,501)           (7,214)

Total inventories        133,698           85,694         450,487         290,896 

Parent company Consolidated

 

 

Changes in the provision for losses are as follows: 

2021 2020 2021 2020

Balance at the beginning of the year            (4,546)           (5,717)           (7,214)           (7,453)

Additions/reversals           (4,666)                 (94)           (7,091)           (1,026)

Realized             2,804              1,265              2,804              1,265 

Balance at the end of the year            (6,408)           (4,546)         (11,501)           (7,214)

Parent company Consolidated

 

10. Taxes recoverable  

2021 2020 2021 2020

        State value‐added tax on sales  and services  (ICMS          12,436              6,878           51,045           19,718 

        Corporate income tax (IRPJ)             1,494                 390              1,583                 791 

        Social  contribution on net income (CSLL)                966                   98                 996                 206 

        Social  integration program (PIS) and Social  contri        127,635                     ‐          143,230           55,954 

        Excise tax (IPI)                     ‐                       ‐               1,054              1,212 

        Other              2,046              4,095              3,579              8,153 

     Total        144,577           11,461         201,487           86,034 

    Current           16,942           11,461           73,852           86,034 

    Non‐current         127,635                     ‐          127,635                     ‐  

Parent company Consolidated
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10. Taxes recoverable‐‐Continued 

i) Based on management’s evaluation and legal advice, the Company recognized the amount of R$127,635 as of 

December 31, 2021 in the statement of income.    

On March 15, 2017,  the Brazilian Supreme Court  (STF)  ruled  in  favor of  taxpayers on extraordinary appeal No. 
574.706: “ICMS must not be included in the tax base of PIS and COFINS”. The Supreme Court’s ruling was formalized 
in the minutes published on March 17, 2017 and March 20, 2017. 

On May 13, 2021, the full bench of the Supreme Court ruled that the exclusion of ICMS from the tax base of PIS and 

COFINS  is  valid  from March  15,  2017,  at which  date  the  Supreme  Court  certified  that  the  case  involved  in 

extraordinary appeal 574706  is a question of general  interest. The Supreme Court justices also clarified that the 

amount of ICMS that must not be included in the tax base of PIS and COFINS is the amount indicated on the invoice.   

The Company is currently awaiting expiry of the time limit specified by law for the court decision to become final 

and unappealable.    

Additionally, of the balance of R$143,230 in the Consolidated column, R$15,595 are tax credits arising from monthly 

transactions and tax credits determined by final court decisions. 

 

11. Other receivables  

2021 2020 2021 2020

Advances  to advertising fund (i)             7,000              8,228              7,000              8,228 

Advances  to franchisees             9,668                 623              9,668                 623 

Advances  to suppliers               4,124              4,115           21,311              9,512 

Advances  to employees               1,166                 805              1,971              1,494 

Prepaid expenses             7,148              1,194           15,937              4,260 

Other receivables               4,949              1,821           27,282              7,160 

Total other receivables          34,055           16,786           83,169           31,277 

 Current           21,779           16,470           68,230           27,949 

 Non‐current           12,275                 316           14,939              3,328 
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11. Other receivables‐‐Continued 

(i) Advances to cooperative advertising fund 

To pay for national promotions and advertising campaigns for the entire franchise network (“Arezzo Franchise 
Network”, “Schutz Franchise Network”, “Anacapri Franchise Network”, “Fiever Franchise Network”, “Alme 
Franchise Network” and “Vans Franchise Network”), the franchisees agree to contribute a percentage of their 
gross purchases to a national advertising fund called “Arezzo Cooperative Advertising and Promotion Fund”, 
“Schutz Cooperative Advertising  and Promotion  Fund”,  “Anacapri Cooperative Advertising  and Promotion 
Fund”, “Fiever Cooperative Advertising and Promotion Fund”, “Alme Cooperative Advertising and Promotion 
Fund”  and  “Vans  Cooperative  Advertising  and  Promotion  Fund”.  Advertising  funds  are  contributed  by 
franchisees  on  a monthly  basis  and  used  to  pay  costs  of marketing  and  advertising  strategies,  including 
advertisements  and  promotions  on  behalf  of  the  Arezzo  Franchise  Network,  Schutz  Franchise  Network, 
Anacapri Franchise Network, Fiever Franchise Network, Alme Franchise Network and Vans Franchise Network, 
as well  as  to  pay  external  advertising  agencies  for  creation  and  development  of  campaigns,  and  other 
advertising and promotional activities at the national level. The advertising funds collected are administered 
by the franchisor who shall furnish a yearly report to franchisees with information about contributions made 
and uses thereof.  
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12. Income tax and social contribution  

a) Deferred taxes  
 

Basis of calculation of deferred income tax 

(IRPJ) and social contribution (CSLL) 
IRPJ base CSLL base IRPJ/CSLL IRPJ base CSLL base IRPJ/CSLL

Tax losses              151,212            179,218            53,933               87,534         87,534         29,762 

Unreal i zed profi t on inventories                32,809              32,809            11,155               21,169         21,169           7,197 

Provis ion for expected credi t losses  on 

trade  receivables  
               8,844                8,844              3,007                 9,297           9,297           3,161 

Provis ion for commiss ions                9,947                9,947              3,382                 7,891           7,891           2,683 

Provis ion for labor, tax and civi l  

proceedings  
               7,785                7,785              2,649                 5,721           5,721           1,945 

Provis ion for inventory losses                  6,293                6,293              2,140                 4,546           4,546           1,546 

Other provis ions                5,119                5,119              1,739                 7,519           7,519           2,556 

Deferred tax assets            222,009            250,015            78,005             143,677       143,677         48,850 

Provis ion for tax credits  (i ) ‐           79,016  ‐           79,016  ‐         26,865                       ‐                   ‐                   ‐  

Deferred tax liabilities  ‐           79,016  ‐           79,016  ‐         26,865                       ‐                   ‐                   ‐  

Total            142,993            170,999            51,140             143,677       143,677         48,850 

Basis of calculation of deferred income tax 

(IRPJ) and social contribution (CSLL) 
IRPJ base  CSLL base  IRPJ/CSLL IRPJ base  CSLL base  IRPJ/CSLL

Tax losses              249,999            278,005            87,520             166,438       166,438         56,586 

Unreal i zed profi t on inventories                32,809              32,809            11,155               21,169         21,169           7,197 

Provis ion for expected credi t losses  on 

trade  receivables  
             10,510              10,510              3,573               10,382         10,382           3,530 

Provis ion for commiss ions                9,947                9,947              3,382                 7,891           7,891           2,683 

Provis ion for labor, tax and civi l  

proceedings  
             13,866              13,866              4,714               12,735         12,735           4,330 

Provis ion for inventory losses                12,512              12,512              4,254               10,743         10,743           3,653 

Other provis ions                7,893                7,893              2,687               10,283         10,283           3,496 

Deferred tax assets             337,536            365,542          117,285             239,641       239,641         81,475 

Provis ion for tax credits  (i )            (79,016)            (79,016)          (26,865)                      ‐                   ‐                   ‐  

Provis ion for foreign exchange  losses              (16,575)            (16,575)            (5,636)              (2,488)         (2,488)            (843)

Deferred tax liabilities            (95,591)            (95,591)          (32,501)              (2,488)         (2,488)            (843)

Total            241,945            269,951            84,784             237,153       237,153         80,632 

Deferred tax assets            90,225         81,475 

Deferred tax liabilities            (5,441)            (843)

(i ) Recognized tax credits  aris ing from the  exclus ion of ICMS from the  tax base  of PIS and COFINS, excluding the  portion 

exempted from IRPJ and CSLL on interest accrued on tax credits , according to the  Supreme  Court's  recent decis ion. 

Consolidated 

2021 2020

Parent company

2021 2020
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12. Income tax and social contribution‐‐Continued 

b) Deferred taxes‐‐Continued 

The reconciliation of deferred tax assets is as follows: 

2021 2020 2021 2020

Opening balance             48,85           15,196           80,632           15,682 

Deferred income tax recognized in the statement of income               2,29           33,654              4,152           40,622 

Acquisition of subsidiary                     ‐                       ‐                       ‐             24,328 

Balance at the end of the year           51,140           48,850           84,784           80,632 

Deferred tax assets           51,140           48,850           90,225           81,475 

Deferred tax liabilities   ‐                     ‐             (5,441)              (843)

Parent company Consolidated

 

The studies and projections carried out by the Company’s management indicate that there will be sufficient 
future taxable profit to allow the related tax benefit to be utilized in the next years.  
 
Based on projections of future taxable profits, deferred tax assets are expected to be recovered as follows: 

 

2021 2020 2021 2020

2021                     ‐             24,828                     ‐             31,528 

2022            15,291           19,555           25,064           26,072 

2023            12,611              4,467           23,135           13,209 

2024            13,117                     ‐             24,825              9,823 

2025              7,241                     ‐               8,881                     ‐  

2026              2,879                     ‐               2,879                     ‐  

Total deferred income tax and social 

contribution
           51,140           48,850           84,784           80,632 

Deferred tax assets             51,140           48,850           90,225           81,475 

Deferred tax liabilities                      ‐                       ‐             (5,441)              (843)

Parent company Consolidated
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12. Income tax and social contribution‐‐Continued 

c) Reconciliation of tax charges between statutory and effective tax rates  

A reconciliation of tax expense calculated at the statutory tax rates to tax expense at the effective tax rate is 
as follows: 

2021 2020 2021 2020

Profit before income tax and social  contribution        351,848           24,732         403,854           54,558 

Statutory tax rate  34.0% 34.0% 34.0% 34.0%

Expected income tax and social contribution expense 

at statutory tax rate 
     (119,628)           (8,409)      (137,310)         (18,550)

Share of net profits  of subsidiaries  accounted for 

using the equity method 
         47,345           12,982                     ‐                       ‐  

Government subsidies  (i)          27,597           14,815           59,301           36,243 

Interest on capital            21,547              9,173           21,547              9,173 

Tax benefits  from technological  innovation and 

research expenses ‐ Law 11,196/05
            6,437              2,212              6,437              2,212 

Tax incentives  (Workers' Meal  Program (PAT), 

Rouanet Law)
               183                 234                 483                 559 

Unrecognized deferred tax assets relating to tax 

losses  of subsidiaries  
                   ‐                       ‐           (14,637)         (32,099)

Share option plan expenses            (1,196)           (1,125)           (1,196)           (1,125)

Portion exempted from tax credit           18,081                     ‐             18,081                     ‐  

Other permanent differences            (6,980)           (6,030)         (12,840)           (2,387)

Income tax and social contribution expense            (6,614)          23,852          (60,134)           (5,974)

Current            (8,904)           (9,802)         (64,286)         (46,596)

Deferred             2,290           33,654              4,152           40,622 

Income tax and social contribution expense            (6,614)          23,852          (60,134)           (5,974)

Effective tax rate (i i) 1.88%             (0,96) 14.89% 10.95%

(i ) ICMS tax incentives  cons idered to be  investment subs idies  under Complementary Law 160/2017. See  Note  

35 for deta i l s .

(i i ) The  effective  tax rate  for consol idated amounts  i s  based on the  estimated year, s ix years  rea l ized and 

the  remainder of the  estimated year.

 

In the year ended December 31, 2021, the Company has unrecognized deferred tax assets relating to tax 
losses of one foreign subsidiary and one Brazilian subsidiary. The unrecognized deferred tax assets are R$ 
14,637 (December 31, 2020 ‐ R$ 32,099) and have no expiry date.  
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

12. Income tax and social contribution‐‐Continued 

d) Assessment of impacts of ICPC 22/IFRIC 23 – “Uncertainty over Income Tax Treatments”  

Management assessed  the  impacts of applying  ICPC 22/IFRIC23  that addresses  the accounting  for  income 
taxes when there is uncertainty over income tax treatments. Based on its assessment, management concluded 
that it is probable that the tax authority will accept its tax treatment as described below:  

Tax Debt Annulment Action No. 1015792‐98.2017.4.01.3400 with the 4th Federal Court of the Federal District, 
to suspend and subsequently annul the debts claimed through notices of assessment subject of administrative 
proceeding No. 15504.725551/2013‐17  (for alleged omissions of interest income from loan agreements with 
associates in calendar years 2008 and 2009; overdeduction of interest on capital payment expenses in calendar 
years 2008 and 2009, supposedly disproportionate to the equity interest, and allegedly undue tax amortization 
of goodwill paid on acquisition of the Company by  BRICS on 11/8/2007), as well as for the Company to have 
the right to deduct goodwill amortization expense from, at least, the social contribution tax basis and to cancel 
fines for non‐payment of amounts allegedly owed, pursuant to article 44, II, of Law No. 9.430/1996 (about 
50%). The Company is awaiting an examination by an accounting expert with the objective of demonstrating 
that the transaction carried out at the time of the acquisition of the shares by BRICS had a substantial purpose 
and an economic effect. 
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

13. Balances and transactions with related parties   

a) Balances and transactions with subsidiaries: 

Current 

assets 

Non‐current 

liabilities 

Accounts 

receivable 

Accounts 

receivable

Loans to 

subsidiaries
Trade payables  Sales Purchases 

Parent company

ARZZ International INC                           ‐               25,730                             ‐     ‐                          ‐     ‐ 

ZZAB Comércio de Calçados Ltda.              60,960                           ‐                               ‐                                  853          422,769             1,586 

ZZSAP Indústria  e Comércio de 

Calçados  Ltda.
                    186                           ‐                     6,012                            5,374                           4       133,286 

ZZEXP Comercial Exportadora  S/A                 4,982                           ‐                               ‐                                        ‐                  2,007                       ‐  

TIFERET Comércio de Roupas Ltda              15,522                           ‐                  72,604                                      ‐               22,452                       ‐  

Baw Clothing Indústria  e Comércio de 

Vestuários  Ltda  
                          ‐                             ‐                  13,776                                      ‐                            ‐                         ‐  

Total ‐ Parent company              81,650              25,730                92,392                            6,227          447,232       134,872 

Current 

assets  Current liabilities

Accounts 

receivable

Accounts 

receivable

Loans to 

subsidiaries
Trade payables  Sales  Purchases 

Parent company

ARZZ International INC                           ‐               30,523                24,271                                      ‐                         96   ‐ 

ZZAB Comércio de Calçados Ltda.              47,850                           ‐                               ‐                              5,693          329,808             4,729 

ZZSAP Indústria  e Comércio de 

Calçados  Ltda.
                    302                           ‐                  20,754                                 275                        21          98,439 

ZZEXP Comercial Exportadora  S/A                 2,975                           ‐                               ‐                                        ‐                  2,541                       ‐  

Total ‐ Parent company              51,127              30,523                45,025                            5,968          332,466       103,168 

Transactions

TransactionsNon‐current assets 

December 31, 2020

Non‐current assets 

 

 

b) Nature, terms and conditions of transactions with subsidiaries  

The transactions with related parties are conducted on commercial and financial terms agreed upon between 
the parties concerned, which are not comparable to terms that could be obtained from an arm’s length dealing 
with unrelated third parties. 

Loans granted to subsidiaries are R$92,392 as at December 31, 2021 (December 2020 ‐ R$45,025). The loans 
are subject to the CDI rate in effect at the date of signing the agreement.   

The most common related‐party transactions are: 

 sales from the Parent company to subsidiaries ZZAB, ARZZ and Tiferet.  

  sales from subsidiary ZZEXP to subsidiary ARZZ; and 

  sales from subsidiary ZZSAP to the Parent company and to subsidiary ZZEXP.    
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Financial statements 

Years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

13. Balances and transactions with related parties‐‐Continued  

c) Management compensation   

Compensation of management personnel  consists of  salaries, profit  sharing and  share‐based payment. At 
December 31, 2021, total compensation paid to management personnel was R$15,601 (December 31, 2020 – 
R$13,358) as shown below: 

2021 2020

  Annual  fixed remuneration ‐ salary                7,862                6,851 

  Variable remuneration ‐ bonus               6,549                4,410 

  Share option and restricted stock plans  (Note 34)               1,190                2,097 

Total compensation paid to management personnel              15,601              13,358 

 

The expenses related to the restricted stock plan (Note 34) are presented as operating expenses before finance 
income and costs.  

The Company has a profit‐sharing plan with the main goal of rewarding employee performance during the 
year. On a monthly basis, the Company recognizes a liability and an expense for profit sharing based on the 
estimates  of  achievement  of  the  operating  targets  and  specific  goals  established  and  approved  by 
management. The profit‐sharing payments are recorded in liabilities within “salaries and social charges” and 
in the statement of income within “general, selling and administrative expenses” (Note 29).  

 
The Company and  its subsidiaries do not provide post‐employment benefits, termination benefits or other 
benefits to their management and employees. 
 

d) Transactions or relationships with shareholders   

At December 31, 2021, certain Company officers and directors directly own a total  interest of 49.7%  in the 
Company (December 31, 2020 – 45.8%).  

  

e) Transactions with other related parties 

The Company has a service agreement with  the  firm Ethos Desenvolvimento S/C Ltda. owned by Mr.  José 
Ernesto Beni Bolonha, a member of the Company’s Board of Directors. In the year ended December 31, 2021, 
this firm received R$671 (December 31, 2020 ‐ R$671). 
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

14. Investments  

a) Summary of balance sheet and statement of income of subsidiaries: 

Assets  Liabilities Equity  Capital 

Net 

revenue

Profit (loss) 

for the 

year 

ARZZ International  INC 224,598     288,685     (64,087)      252,250     281,123     (36,992)     

ZZAB Comércio de Calçados  Ltda. 645,866     189,490     456,376     148,383     694,222     99,428      

ZZSAP Ind.e Com.de Calçados  Ltda. 110,502     51,994       58,508       22,822       191,880     3,191        

ZZEXP Comercial  Exportadora S/A 210,167     175,680     34,488       2,000         166,562     32,125      

VQV Empreendimentos  e Participações  S.A. 552,765     376,898     175,867     107,276     514,035     41,499      

Assets  Liabilities  Equity  Capital 

Net 

revenue

Profit (loss) 

for the 

year 

ARZZ International  INC 214,42       279,47       (65,05)        212,09       163,97       (94,41)       

ZZAB Comércio de Calçados  Ltda. 434,82       132,64       302,18       93,61         497,31       81,81        

ZZSAP Ind.e Com.de Calçados  Ltda. 99,26         39,17         60,09         27,59         110,22       4,02           

ZZEXP Comercial  Exportadora S/A 125,22       107,87       17,35         2,00            75,48         15,02        

VQV Empreendimentos  e Participações  S.A. 365,96       230,76       135,20       101,04       71,25         31,74        

12/31/2021

12/31/2020

 

Unrealized profit on inventories is presented in the statement of income of the above subsidiaries.  

 

14. Investments ‐‐Continued 

b) Balances of investments and share of net profits of subsidiaries accounted for using the equity method:   

2021 2020 2021 2020

ZZAB Comércio de Calçados  Ltda. 456,376       302,181       99,428         81,805        

ZZSAP Indústria e Comércio de Calçados  Ltda. 58,508         60,086         3,191           4,020          

ZZEXP Comercial  Exportadora S/A 34,488         17,348         32,125         15,023        

VQV Empreendimentos  e Participações S.A. 175,867       135,196       41,499         31,742        
Goodwill  arising on acquisition of subsidiary VQV 

Empreendimentos  e Participações  S.A. 467,659       466,127       ‐                ‐               
Fair value adjustments  arising on acquisition of 

subsidiary VQV Empreendimentos  e Participações S.A. 263,533       270,627       ‐                ‐               

Total investments 1,456,431 1,251,565 176,243       132,590      

Provision for losses on investments  (64,087)        (65,050)        (36,992)        (94,408)       

ARZZ International  INC (64,087)        (65,050)        (36,992)        (94,408)       

Total 1,392,344 1,186,515 139,251       38,182        

Investments 

Share of net profits of 

equity‐accounted 

subsidiaries
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

 

c) Changes in investments: 

2021 2020

Balance at the beginning of the year  1,186,515 254,653         

                                                                   Capital  contribution  90,158            84,949           

                                                                   Distribution of dividends (14,984)           (19,790)          

                                                                   Amortization of fair value adjustments  arising on acquisition of su (6,459)             840,208         

                                                                   Share of net profits  of equity‐accounted subsidiaries   139,251          38,182           

                                                                   Reversal  of expired dividends  of subsidiary  ‐                   2,101             

                                                                   Other comprehensive loss (2,137)             (13,788)          

Balance at the end of the year 1,392,344 1,186,515

 

Distribution of dividends  

The subsidiary ZZEXP Comercial Exportadora S.A. proposed to pay dividends of R$14,984 to the Company out 

of its net profit for the year ended December 31, 2020. The dividends were paid in a lump sum on July 30, 

2021. 
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

15. Property, plant and equipment  

Parent company Cost  Depreciation Net  Cost  Depreciation  Net 

Computers  and peripherals         28,090            (16,353)         11,737          21,983            (16,155)           5,828 

Furniture and fittings         16,719               (7,167)           9,552          10,789              (6,034)           4,755 

Machinery and equipment          13,312               (7,246)           6,066          10,540              (6,474)           4,066 

Facilities  and showroom         42,103            (16,055)         26,048          27,122            (13,393)         13,729 

Vehicles                204                  (198)                   6                221                  (212)                   9 

Land                   ‐                         ‐                     ‐                    84                       ‐                   84 

Right‐of‐use assets           38,981            (22,357)         16,624          34,565            (13,968)         20,597 

Total       139,409            (69,376)         70,033        105,304            (56,236)         49,068 

Consolidated Cost  Depreciation Net  Cost  Depreciation Net 

Computers  and peripherals         42,658            (24,630)         18,028          31,275            (22,644)           8,632 

Furniture and fittings         77,216            (28,332)         48,884          51,225            (23,770)         27,455 

Machinery and equipment          41,665            (21,392)         20,273          31,480            (18,213)         13,267 

Facilities  and showroom       184,528            (89,633)         94,895        132,833            (71,056)         61,776 

Vehicles                366                  (271)                 96                248                  (233)                 15 

Land                   ‐                         ‐                     ‐                    84                       ‐                   84 

Right‐of‐use assets         369,884          (148,192)       221,692        314,350          (109,280)       205,070 

Total       716,318          (312,449)       403,868        561,496          (245,196)       316,300 

2021 2020

2021 2020
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for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

15. Property, plant and equipment‐‐Continued 

Changes in property, plant and equipment are as follows: 

Parent company

Computers 

and 

peripherals

Furniture 

and fittings 

Machinery 

and 

equipment 

Facilities 

and 

showroom Vehicles  Land

Right‐of‐

use assets  Total

At December 31, 2019                6,382              5,160              3,913           14,263                     12                     84           27,385           57,199 

Purchases                2,051                  553              1,040              1,904                        ‐                          ‐               3,141              8,689 

Depreciation             (2,266)               (958)               (884)           (2,426)                     (3)                       ‐             (7,658)        (14,195)

Write‐offs                   (340)                       ‐                       (3)                  (11)                       ‐                          ‐             (2,271)           (2,625)

 At December 31, 2020                5,827              4,755              4,066           13,730                        9                     84           20,597           49,068 

Purchases                8,330              5,100              3,269           16,273                        ‐                          ‐               4,416           37,387 

Depreciation             (2,659)           (1,195)           (1,267)           (2,758)                     (3)                       ‐             (8,389)        (16,271)

Write‐offs                      (67)                       ‐                          ‐                          ‐                          ‐                    (84)                       ‐                 (151)

Transfers                    307                  892                        ‐             (1,199)                       ‐                          ‐                          ‐                          ‐  

 At December 31, 2021             11,737              9,552              6,066           26,048                        6                        ‐            16,624           70,033 

Average depreciation rate  20% 10% 10% 10% 20% ‐ 10% a  20%

Consolidated

Computers 

and 

peripherals

Furniture 

and fittings 

Machinery 

and 

equipment 

Facilities 

and 

showroom Vehicles  Land 

Right‐of‐

use assets  Total

At December 31, 2019                7,816           21,587           11,362           58,727                     11                     84        204,495        304,082 

Acquisitions through business 

combination
                   834              9,924              2,265           13,477                        7                        ‐            32,082           58,589 

Fair value adjustments to the                        89            (3,100)               (231)             1,331                        ‐                          ‐                          ‐             (1,911)

Acquisitions          3,379         5,903         2,219         5,707               ‐                 ‐         23,724       40,932 

Depreciation             (2,928)           (3,925)           (2,331)           (9,391)                     (3)                       ‐          (49,843)        (68,421)

Write‐offs                   (776)           (5,220)                  (18)        (13,934)                       ‐                          ‐          (45,029)        (64,977)

Exchange differences                     218              2,287                        1              5,859                        ‐                          ‐            39,641           48,006 

 At December 31, 2020                8,632           27,456           13,267           61,776                     15                     84        205,070        316.300 

Acquisitions through business 

combination
                   165                  112                     23                     58                     94                        ‐                          ‐                    452 

Purchases             13,377           25,162           10,189           51,223                        ‐                          ‐            93,692        193,643 

Depreciation             (4,221)           (4,592)           (3,210)        (19,077)                  (13)                       ‐          (61,480)        (92,593)

Write‐offs                        15                  379                        4                     19                        ‐                    (84)        (23,128)        (22,796)

Exchange differences                        61                  366                        ‐                    897                        ‐                          ‐               7,538              8,862 

 At December 31, 2021             18,028           48,884           20,273           94,895                     96   ‐        221,692        403,868 

Average depreciation rate  20% 10% 10% 10% 20% ‐ 10% a  20%

  

During  the  year,  the Company  tested property, plant  and equipment  for  impairment  and determined  that no 
provision for impairment loss on property, plant and equipment is needed.  
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16. Intangible assets  

Parent company Cost  Amortization  Net  Cost  Amortization  Net 

Trademarks  and patents             8,794                         ‐             8,794         5,582                     ‐          5,582 

Key money (indefinite)            3,371                         ‐             3,371                ‐                       ‐                  ‐  

Key money (finite)               954                   (954)                  ‐              954                (954)               ‐  

Software l icenses        168,176              (99,271)         68,906    142,286          (90,358)      51,928 

Total       181,295           (100,225)         81,071    148,822          (91,312)      57,510 

Consolidated  Cost  Amortization  Net  Cost  Amortization  Net 

Trademarks  and patents       300,764                         ‐         300,764    261,966                     ‐      261,966 

Key money (indefinite)          28,652                         ‐           28,652      35,808             (1,979)      33,829 

Key money (finite)         19,074                (4,777)         14,297         7,260             (7,260)               ‐  

Customer relationships         12,271                   (448)         11,823      12,271                     ‐        12,271 

Goodwill         560,896                         ‐         560,896    466,128                     ‐      466,128 

Software l icenses        212,572           (114,086)         98,486    159,983        (104,310)      55,673 

Total  1,13,4229           (119,311)  1,014,918    943,416        (113,549)   829,867 

2021 2020

2021 2020

 

 

16. Intangible assets‐‐Continued 

Changes in intangible assets are as follows: 

Parent company
Trademarks 

and patents
Key money

 Software 
licenses  

Total

At December 31, 2019              5,336                     ‐                 36,044          41,380 

Purchases                  246                     ‐                 23,351          23,597 

Amortization                    ‐                       ‐                 (7,467)          (7,467)

At December 31, 2020             5,582                     ‐                 51,928          57,510 

Purchases              3,212              3,371               25,921          32,504 

Amortization                     ‐                       ‐                 (8,943)          (8,943)

At December 31, 2021             8,794              3,371               68,906          81,071 

Average amortization rate Indefinite Indefinite 20%
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Consolidated
Trademarks 

and patents 
Key money Key money

 Customer 
relationships 

Goodwill
 Software 
licenses  

Total

At December 31, 2019                6,494              28,047                    120                       ‐                         ‐               40,386              75,047 

Purchases                     246                1,852                       ‐                         ‐             466,128              26,880            495,106 

Amortization                       ‐                     (48)                      ‐                         ‐                         ‐             (12,634)           (12,682)

Acquisitions  through 

business  combination
                  760                5,175                       ‐                         ‐                         ‐                          7                5.942 

Write‐offs                       ‐                (1,317)                      ‐                         ‐                         ‐                        (6)              (1,323)

Fair value adjustments  to 

the carrying amount 
          254,156                       ‐                         ‐               12,271                       ‐                         ‐             266,427 

Exchange differences                     310                       ‐                         ‐                         ‐                         ‐                  1,040                1,350 

Transfers                       ‐                     120                  (120)                      ‐                         ‐                         ‐                         ‐  

At December 31, 2020           261,966              33,829                       ‐               12,271            466,128              55,673            829,867 

Purchases                3,212                       ‐               13,451                       ‐                         ‐               52,416              69,079 

Amortization                       ‐                         ‐                (4,777)                 (448)                      ‐                (9,776)           (15,001)

Acquisitions through 

business combination
            38,324                       ‐                         ‐                         ‐               91,928                    260            130,511 

Write‐offs                       ‐                         ‐                     446                       ‐                         ‐                         ‐                     446 

Transfers               (2,840)              (5,177)               5,177                       ‐                  2,840                       ‐                         ‐  

Exchange differences                    102                       ‐                         ‐                         ‐                         ‐                     (87)                     15 

At December 31, 2021            300,764              28,652              14,297              11,823            560,896              98,486   1,014,918 
Average amortization rate Indefinite  Indefinite  Finite  7% Indefinite 20%

 

 

16. Intangible assets‐‐Continued 

Intangible assets with finite useful lives referred to as “software licenses” consist of software licenses acquired 
from  third parties and  internally developed  software and are amortized on a  straight‐line basis over  their 
estimated useful life with a corresponding charge to general and administrative expenses.  
 
Intangible assets with indefinite useful lives consist of trademarks and patents and key money. Key money is 
a fee paid by the Company to acquire the rights of tenancy under a commercial property lease, with highly 
probable renewal periods. The Company will recover these assets when it sells the rights of tenancy to a new 
tenant or through impairment.  The rights to the occupancy of the leased store spaces are acquired through 
the full payment of key money, and there are no other obligations arising from the acquisition of these rights 
in the Company’s liabilities. Payment of key money is common in commercial lease transactions.  
 
The goodwill recognized by the Company arises from the acquisition of investments (Note 5): VamoQueVamo 
Empreendimentos e Participações S.A. on December 4, 2020; Baw Clothing Indústria e Comércio de Vestuários 
Ltda. on August 9, 2021; and Troc.Com.Br – Atividade de Internet Ltda. on February 1, 2021. The goodwill is 
allocated to the respective cash‐generating unit.  

At December 31, 2021,  the Company  tested  for  impairment  the cash‐generating unit  to which goodwill  is 

allocated and concluded that there is no need to recognize a provision for impairment.   
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for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

Impairment testing of intangible assets with indefinite useful lives  

The Company tested intangible assets for impairment based on the value‐in‐use approach using a discounted 
cash flow model for cash‐generating units, represented by its stores. 

Determining the value in use involves the use of assumptions, judgments and estimates of cash flows, such as 
rates of growth of revenues, costs and expenses, estimates of future investments, working capital and discount 
rates.  The  assumptions  related  to  growth,  cash  flows  and  future  cash  flows  forecasts  are  based  on  the 
Company’s business plan approved by management as well as on  comparable market data and  represent 
management’s best estimate of economic conditions that will exist over the economic lives of the various cash‐
generating units, the group of assets that generate cash flows. Future cash flows were discounted based on 
the rate that represents the cost of capital.  

Consistent with the economic valuation techniques, the value‐in‐use calculation is made for a period of five 
years and,  thereafter,  considering  the perpetuity of  the assumptions  in view of  the ability  to  continue  to 
operate indefinitely.   

The estimated future cash flows were discounted at a pre‐tax discount rate of 16.5% p.a. (equivalent to WACC 
of 10.4% p.a.) for each cash‐generating unit analyzed.  

 

16. Intangible assets‐‐Continued 

Impairment testing of intangible assets with indefinite useful lives‐‐Continued 

Key assumptions used in value‐in‐use calculations are as follows:  
 

• Revenues  ‐ Revenues were forecasted for the period between 2022 and 2026 considering growth of the 
customer base of the various cash‐generating units, the impacts of new architectural projects of certain stores 
and the level of each store and brand in the market. 

• Operating costs and expenses ‐ Costs and expenses were forecasted in line with the Company’s historical 
performance as well as with the historical growth of revenues. 

•  Capital expenditure – Capital expenditure was estimated considering  the  infrastructure needed  for  the 
Company to offer its products based on the Company’s history. 

Goodwill was allocated to cash‐generating units for the purpose of impairment testing: 

 Consolidated 

Cash‐generating units   2021  2020 

VamoQueVamo Empreendimentos e Participações S.A.     467,659      466,128  

Baw Clothing Indústria e Comércio de Vestuários Ltda.       83,379                 ‐    

Troc.Com.Br – Atividade de Internet Ltda.         9,856                 ‐    

     560,895      466,128  
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(All amounts in thousands of reais unless otherwise stated) 

The key assumptions  represent management’s evaluation of  future  trends  in  significant  sectors and were 
based on historical data from internal and external sources, following the rates below:   

 Consolidated 

  2021  2020 

Discount rate   10.4%  10.8% 

Perpetuity growth rate   5.0%  5.0% 

Estimated growth rate of EBITDA (average for the next  
14.5%  15.3% 

five years) 

 

16. Intangible assets‐‐Continued 

Impairment testing of intangible assets with indefinite useful lives‐‐Continued 

Key assumptions used in value‐in‐use calculations are as follows:  
 

• Revenues  ‐ Revenues were forecasted for the period between 2022 and 2026 considering growth of the 
customer base of the various cash‐generating units, the impacts of new architectural projects of certain stores 
and the level of each store and brand in the market. 

• Operating costs and expenses ‐ Costs and expenses were forecasted in line with the Company’s historical 
performance as well as with the historical growth of revenues. 

•  Capital expenditure – Capital expenditure was estimated considering  the  infrastructure needed  for  the 
Company to offer its products based on the Company’s history. 

The key assumptions were based on the Company’s historical performance and reasonable macroeconomic 
assumptions  based  on  financial  market  projections  documented  and  approved  by  the  Company’s 
management.   
  
The Company performed an impairment test and did not identify any indicators for impairment of intangible 
assets for the year ended December 31, 2021 as the estimated value in use is higher than the carrying amount 
at the date of valuation.  
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for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

17. Loans and financings  

Borrowings can be summarized as follows:  

2021 2020 2021 2020

In local currency          174,570  204,747                  218,485           287,770 

FINAME (a)                    ‐                         ‐                    207                   279 

FINEP                     ‐                  3,839                      ‐                 3,839 

Working capita l  (b)             9,643                       ‐                9,648                       ‐  

Working capita l  (c)                    ‐                         ‐              43,703              82,744 

Working capita l  ‐ Law 4,131 (d)         164,927            200,908          164,927           200,908 

In foreign currency         172,278            256,024          316,109           346,499 

Working capita l  ‐ Law 4,131                    ‐             103,989                      ‐             103,989 

Working capita l  ‐ Law 4,131 (e)         172,278            156,180          172,278           156,180 

Working capita l  ‐ Law 4,131 (f)                    ‐                         ‐                2,738                8,106 

ACC (g)                    ‐                         ‐            141,093              61,164 

PPE (h)                    ‐                         ‐                        ‐               23,788 

(+/‐) Swap ‐ Working capi ta l                      ‐                (4,145)                     ‐               (6,728)

Total borrowings          346,848            460,771          534,594              63,426 

Current          337,348            142,160          496,861              239,48 

Non‐current              9,500            318,611             37,733              394,79 

 

 At December 31, 2021, the maturities and interest rate and charges on borrowings are as follows: 

a) Machine  and  equipment  financing  (Finame):  6%  p.a. with monthly  installments  and  final maturity  in 
October 2024;  

b) Working capital: denominated in Brazilian reais with average interest rate of 1.80% p.a. and a maturity in 
December 2026;  

c) Working capital: denominated in Brazilian reais with average interest rate of CDI as of December 31, 2021 
+ 3.18% p.a. and a maturity in March 2025;  

d) Working capital – Law 4,131: denominated in Brazilian reais with average interest rate of 1.85% p.a. as of 
December 31, 2021 limited to CDI, and maturities until December 2022; 

e) Working capital – Law 4,131: denominated in U.S. dollars with average interest rate of 2.688% p.a. as of 
December 31, 2021 and a maturity in December 2022;  

f) Working capital – Law 4,131: denominated in U.S. dollars with USD/BRL swap plus average interest rate of 
4.4% p.a. as of December 31, 2021, with a maturity in April 2023; 

g) Advance on  foreign exchange contract  (ACC): denominated  in U.S. dollars with average  interest  rate of 
1.89% p.a. as of December 31, 2021 plus foreign exchange variation. There are several agreements with a 
final maturity until December 2022; 
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17. Loans and financings ‐‐Continued 

Details of the movements in borrowings are as follows: 

Parent company FINEP
Transaction 

4131

Working 

capital
Total

At December 31, 2019            8,957          40,301                   ‐           49,258 

   Proceeds  from borrowings                    ‐         527,344                   ‐         527,344 

Payment of principal           (5,118)     (134,762)                  ‐       (139,880)

Payment of interest              (234)         (4,710)                  ‐           (4,944)

Accrued interest and foreign exchange variat              234          28,759                   ‐           28,993 

At December 31, 2020           3,839       456,932                   ‐         460,771 

Proceeds from borrowings                   ‐                     ‐             9,500            9,500 

Payment of principal         (3,839)     (142,813)                  ‐       (146,652)

Payment of interest             (9,766)             (166)         (9,932)

Accrued interest and foreign exchange variat                  ‐           32,852               309          33,161 

At December 31, 2021  ‐       337,205            9,643       346,848 

 

Consolidated FINAME PPE ACC FINEP
Transactio

n 4131

Working 

capital 
Total

At December 31, 2019         350     64,722      66,454     8,957        40,301                 ‐         180.784 

Proceeds  from borrowings              ‐       18,583        6,925            ‐       616,302                 ‐         641,810 

Payment of principal           (53)   (64,722)     (8,104)   (5,118)   (135,888)                ‐       (213,885)

Payment of interest          (37)            33      (3,847)      (234)       (4,969)                ‐           (9,054)

Accrued interest and foreign 

exchange variation 
         19        5,172          (264)        234        29,453                 ‐           34,614 

At December 31, 2020        279     23,788      61,164     3,839     545,199                 ‐         634,269 

Proceeds from borrowings             ‐         4,646   113,982            ‐         20,495          9,531       128,179 

Payment of principal             ‐     (30,014)   (21,067)   (3,839)   (188,441)             (25)     (243,386)

Payment of interest          (97)            10      (3,820)           ‐       (14,451)          (166)       (18,524)

Accrued interest and foreign 

exchange variation 
         24        1,570      (9,165)  ‐        41,318             309          34,056 

At December 31, 2021         206               ‐     141,093            ‐       383,646          9,649       534.594 
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17. Loans and financings ‐‐Continued 

The amounts classified as non‐current liabilities mature as follows: 

2021 2020 2021 2020

2022                   ‐          318,611                    ‐          358,751 

2023            2,489                    ‐            17,356           22,668 

2024            2,714                    ‐            14,486           11,772 

2025            2,714                    ‐               4,308             1,595 

2026            1,583                    ‐               1,583                    ‐  

Total borrowings            9,500         318,611           37,733         394,786 

Parent company Consolidated

 

Borrowings  are  secured  by Group  entities’  guarantee  and  bank  letters  of  guarantee,  and  do  not  contain 
financial covenants. The Company has complied with  the  restrictive qualitative covenants of  its borrowing 
facilities. Finame agreements are  secured by  the machines being  financed and used  in  the manufacturing 
activity.  
 

Other guarantees and commitments  

The Company has a  technical and  financial  cooperation agreement with Banco do Nordeste do Brasil S/A 
(“Bank”), to have borrowing facilities available for Arezzo franchisees that are located in the area where the 
Bank  operates,  using  the  funds  from  the Northeast  Region  Constitutional  Finance  Fund  (FNE)  to  finance 
modernization of franchisees’ stores, according to the standards established by the Company, as well as to 
finance operations of franchisees through working capital loans, if needed. Under the terms of the agreement, 
the Company shall be the guarantor for these transactions through a surety bond when contracted by store 
owners. At December 31, 2021, these transactions amounted to R$631 (December 31, 2020 ‐ R$1,333).  
 

The Company has a technical and financial cooperation agreement with Banco Alfa, to have borrowing facilities 

available for Arezzo franchisees, using the funds from the National Bank for Economic and Social Development 

(“BNDES”)  to  finance modernization of  franchisees’  stores, according  to  the  standards established by  the 

Company, as well as to finance operations of franchisees. The Company is the guarantor for these transactions. 

At December 31, 2021, the balance of transactions guaranteed by the Company was R$1,318 (December 31, 

2020 ‐ R$6,605). 

To date, the Company has experienced no loss on such transactions.  
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18. Trade payables  

2021 2020 2021 2020

Domestic suppliers          111,408           79,466         193,378         133,212 

Supplier finance (i)        336,415         247,326         374,359         262,591 

Related parties  (Note 13.a)             6,227              5,968                     ‐                       ‐  

Foreign suppliers               5,006              3,061              6,976              3,386 

        Total trade payables         459,056         335,821         574,713         399,189 

Parent company Consolidated

 

(i) The Company has agreements with Banco Itaú Unibanco S.A. (“Bank”) to structure with its main suppliers a supplier finance 

arrangement.  In this arrangement, the suppliers transfer the right to receive their  invoices to the Bank which,  in turn, will 

become the creditor  in the transaction. Thus, the Company believes that the presentation of this transaction within “Trade 

payables” is adequate.      

 

19. Leases   

At December 31, 2021, the Company assessed  its portfolio of  lease contracts for stores, offices, plants and 
distribution  centers  and  identified  217  contracts. Of  these  217  contracts,  80  qualify  for  the  exemptions 
prescribed by the lease standard and 137 fall within the scope of the standard.   

For contracts that are in the scope of the standard, the Company recognized a right‐of‐use asset at an amount 
equal  to  the  lease  liability. The  lease  liability was  recognized at  the present  value of  the  remaining  lease 
payments, discounted at the actual market interest rate of 1.8% for lease contracts in the United States and 
6.1% for contracts in Brazil.      
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(All amounts in thousands of reais unless otherwise stated) 

19. Leases‐‐Continued  

a) Movements in right‐of‐use assets: 

Parent 

company
Consolidated

Total right‐of‐use assets at December 31, 2019             27,385           204,495 

Acquisition of subsidiary                      ‐               32,082 

Additions               3,141              23,724 
Write‐offs               (2,271)           (45,029)
Depreciation              (7,658)           (49,843)
Foreign exchange variation                       ‐               39,641 

Total right‐of‐use assets at December 31, 2020             20,597           205,070 

Additions                 4,416              93,692 
Write‐offs                        ‐             (23,128)
Depreciation              (8,389)           (61,480)
Foreign exchange variation                       ‐                 7,538 

Total right‐of‐use assets at December 31, 2021             16,624           221,692 
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19. Leases‐‐Continued 

b) Movements in lease liabilities: 

Parent 

company
Consolidated

Lease liabilities at December 31, 2019             28,646           209,058 

Acquisition of subsidiary                      ‐               34,712 

Discount to present value                  (286)             (1,947)

Lease payments               (8,755)           (53,039)

Interest expense on lease l iabil ities                 1,447                5,972 

Additions                 3,427              23,039 

Write‐offs               (1,931)           (45,965)

Foreign exchange variation                       ‐                41,529 

Lease liabilities at December 31, 2020             22,548           213,360 

   Lease payments               (9,620)           (67,961)

   Interest expense on lease l iabil ities                 1,267                8,427 

   Additions               4,416              93,692 

   Write‐offs                      ‐              (23,504)

   Foreign exchange variation                       ‐                  7,883 

Lease liabilities at December 31, 2021             18,611           231,896 

Current                4,725              57,017 

Non‐current              13,886           174,879 
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19. Leases‐‐Continued 

c) Future commitments 

In compliance with CVM Circular 02/2019 and CPC 06 (R2)/IFRS 16, given the fact that the Group did not apply 

the nominal  cash  flow method because  IFRS 16 prohibits  future  inflation projections and with  the aim of 

providing users of the financial statements with additional information, set out below is the maturity analysis 

of contractual undiscounted cash flows as of December 31, 2021: 

Parent 

company
Consolidated 

Parent 

company
Consolidated

2022                4,725               57,016                 5,701               65,756 

2023                3,780               52,371                 4,501               58,472 

2024                2,835               44,525                 3,344               48,322 

2025                2,051               35,558                 2,427               37,681 

2026                2,136               19,998                 2,388               20,888 

After 2027                3,084               22,428                 3,282               22,998 

Total              18,611            231,896               21,642            254,116 

Potential  PIS and COFINS tax credit                1,721               11,809                 2,002               13,423 

 

 

20. Salaries and vacation pay  

2021 2020 2021 2020

Salaries            37,468           15,653           64,151           25,818 

Accrued vacation pay and related taxes          15,252           13,194           34,861           25,953 

Total salaries and vacation pay          52,720           28,847           99,012           51,771 

Parent company Consolidated

 

21. Taxes payable  

Parent company Consolidated 

2021 2020 2021 2020

Value‐added Tax on Sales  and Services  (ICMS)              1,861                     ‐             22,530           16,501 

Withholding income tax (IRRF)             6,183              4,808           10,825              6,792 

Social  charges              4,846              2,951           13,689              7,406 

Social  Integration Program (PIS) and Social  Contribu             3,593              1,365           11,192              7,294 

Corporate Income Tax (IRPJ) and Social  Contribution                    ‐                       6           22,408              6,356 

Other taxes  and duties               6,691              2,483           10,329              3,630 

Total taxes and social charges payable           23,174           11,613           90,973           47,979 
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22. Provisions for labor, tax and civil proceedings  

The Company and its subsidiaries are parties to judicial and administrative proceedings involving tax, social 
security, labor and civil matters, arising in the normal course of business. Based on the information provided 
by  its  legal advisors and the analysis of pending  lawsuits, management recorded a provision at an amount 
considered sufficient to cover estimated probable  losses that may arise from the final outcome of ongoing 
lawsuits supported by judicial deposits, as follows: 

 

2021 2020 2021 2020

Labor             6,060              3,990           11,580           10,289 

Tax             1,675              1,675              2,044              2,044 

Civil                    50                   56                 436                 595 

Total provisions for labor, tax and civil proceedings              7,785              5,721           14,060           12,928 

Parent company Consolidated

 

 

22. Provisions for labor, tax and civil proceedings‐‐Continued 

Labor: The Company and its subsidiaries are parties to labor lawsuits related principally to overtime pay and 
related social charges, health exposure premium, hazard pay, salary equalization and additions to the salary. 
Based on legal advice and the Company’s past experience with similar claims, management believes that the 
provision amounts are sufficient to cover probable losses. 

Tax: The Company  and  its  subsidiary  ZZSAP  are parties  to  tax proceedings discussing  the  increase  in  the 
Accident Prevention Factor (FAP) rate, for which judicial deposits at the same amount were made. Based on 
legal advice and the Company’s past experience with similar claims, management believes that the provision 
amounts are sufficient to cover probable losses. 

Civil: The Company and its subsidiaries are parties to civil lawsuits related principally to claims for pain and 
suffering  and  pecuniary  damages,  and  collection  of  bills.  Based  on  legal  advice  and  the  Company’s  past 
experience with  similar  claims, management  believes  that  the  provision  amounts  are  sufficient  to  cover 
probable losses. 
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Based on the information from its legal advisors and the analysis of pending lawsuits, management recognized 
a provision at an amount considered sufficient to cover estimated probable  losses that may arise from the 
final outcome of lawsuits in progress, as shown below: 

 

At December 31, 2020             3,990              1,675                   56              5,721 

Additions/adjustments              8,036                     ‐                     10              8,046 

Reversals/payments            (5,966)                    ‐                   (16)           (5,982)

At December 31, 2021             6,060              1,675                   50              7,785 

Consolidated  Labor Tax Civil Total

At December 31, 2019             6,887              2,044                 238              9,169 

Additions/adjustments               6,549                     ‐                  165              6,714 

Reversals/payments             (5,230)                    ‐                (684)           (5,914)

Acquisition of subsidiary             2,083                     ‐                  876              2,959 

At December 31, 2020          10,289              2,044                 595           12,928 

Additions/adjustments              9,691                     ‐                  173              9,864 

Reversals/payments            (8,400)                    ‐                (332)           (8,732)

At December 31, 2021          11,580              2,044                 436           14,060 

 

 

22. Provisions for labor, tax and civil proceedings‐‐Continued 

At December 31, 2021, the Company and  its subsidiaries have other  labor, tax and civil proceedings at the 

administrative and  judicial  levels amounting to approximately R$135,889 (December 31, 2020 – R$86,152), 

for which  the  likelihood of  loss  is considered  reasonably possible by  the  legal advisors and,  therefore, an 

accrual is not required. The total balance at December 31, 2021 comprises R$48,615 (December 31, 2020 – 

R$69,595) related to  labor proceedings, R$69,598  (December 31, 2020 – R$6,778) of tax proceedings, and 

R$17,676 (December 31, 2020 –R$9,779) of civil proceedings.   
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The proceedings include the following. 

i. Administrative Proceeding No. 15504‐725.206/2018‐80 arising from the notice of assessment issued 
on October 11, 2018, in which the tax authorities assess the debt related to social security contribution 
of  the  Company  (employer’s  share)  and  contribution  of  other  entities  and  funds  (third  parties’ 
contribution) for the period between September 2014 and September 2017, plus proportional interest 
and fine. According to the tax authorities, the Company would have paid its employees and individual 
taxpayers by means of share options under the Share Option Plan, which is considered by the Brazilian 
tax  authorities  to  be  compensation  subject  to  social  security  contribution.  This  proceeding  was 
challenged alleging that the Share Option Plan of the Company is of a commercial nature. At present, 
the appeals filed in the name of the principal debtor (Arezzo Indústria e Comércio S.A.) and co‐debtors 
(ZZAB, ZZEXP and ZZSAP) against the unfavorable decision No. 14‐91.305 are pending before the Board 
of Tax Appeals. The likelihood of loss is considered reasonably possible in the amount of approximately 
R$6,947. 

 
ii. Debt Cancellation Lawsuit No. 00000033‐68.2017.8.21.0087 filed with the 2nd Civil Court of Campo 

Bom, Rio Grande do Sul, seeking to cancel the debt determined in tax assessment notice No. 25771370 
issued  for  allegedly  improper  recognition  of  ICMS  tax  credits  on  shipments  of  goods  to  buyers 
established in the Manaus Free Trade Zone (ZFM) and Free Trade Areas (ALC) relating to the period 
from February 2008 to December 2011. Executable Tax Debt CDA nº 019/0543060. In parallel with the 
filing of  the debt  cancellation  lawsuit,  the  tax authority distributed a  tax debt  collection  suit  (No. 
0006055‐45.2017.8.21.0087) to the same court that received the cancellation lawsuit. The lawsuit was 
decided in favor of the Company and the tax assessment was annulled. The appeal filed is yet to be 
heard  and determined.  The  likelihood of  loss  is  considered  reasonably possible  in  the  amount of 
approximately R$9,059. 

 

22. Provisions for labor, tax and civil proceedings‐‐Continued 

iii. Lawsuit No. 5001519‐32.2019.8.21.0087‐ Interim relief against tax assessment notice No. 8225966 issued by 
the Rio Grande do Sul State tax authority on July 21, 2018 related to shipment of goods to buyers established 
in the Manaus Free Trade Zone and Free Trade Areas in the period from 6/1/2013 to 3/31/2018. According 
to the tax authority, the following irregularities were detected: (i) non‐payment of tax on the shipment of 
goods to municipalities that do not offer tax  incentives (ICMS exemption); (ii) non‐payment of tax on the 
shipment of imported goods to the Manaus Free Trade Zone and Free Trade Areas; (iii) non‐payment of tax 
on the shipment of goods to the Manaus Free Trade Zone and Free Trade Areas without goods entry form 
issued by the Manaus Free Trade Zone Superintendence (SUFRAMA); and (iv) improper tax credit due to non‐
reversal of ICMS  levied on shipments of goods to the Manaus Free Trade Zone and Free Trade Areas. We 
obtained an injunction suspending the collection of the amounts claimed. The likelihood of loss is considered 
reasonably possible in the amount of R$10,515.   
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iv. Tax Debt  Annulment  Action No.  1015792‐98.2017.4.01.3400 with  the  4th  Federal  Court  of  the  Federal 
District,  to  suspend and  subsequently annul  the debts claimed  through notices of assessment  subject of 
administrative proceeding No. 15504.725551/2013‐17  (for alleged omissions of interest income from loan 
agreements with associates in calendar years 2008 and 2009; overdeduction of interest on capital payment 
expenses in calendar years 2008 and 2009, supposedly disproportionate to the equity interest, and allegedly 
improper tax amortization of goodwill paid on acquisition of the Company by  BRICS on November 8, 2007). 
The lawsuit also seeks the Company’s right to deduct goodwill amortization expense from, at least, the social 
contribution tax base and to cancel penalties for non‐payment of amounts allegedly owed, pursuant to article 
44, II, of Law No. 9.430/1996 (about 50%). The Company is awaiting an examination by an accounting expert 
with the objective of demonstrating that the transaction carried out at the time of the acquisition of the 
shares  by  BRICS  had  a  substantial  business  purpose  and  an  economic  effect.  The  likelihood  of  loss  is 
considered reasonably possible in the amount of R$30,932.  

 
 

Contingent assets  

The Company and its subsidiary Tiferet filed lawsuits to recover taxes that they had previously paid. The legal 
counsel has advised that it is probable that the Company and its subsidiary will prevail in the cases. The main 
lawsuits  relate  to:  i)  exclusion  of  the  ICMS  rate  difference  (DIFAL‐ICMS)  in  interstate  sales  of  goods  to 
individuals and legal entities that are not ICMS taxpayers.  

i. Exclusion of the ICMS rate difference (DIFAL‐ICMS) in interstate sales of goods to individuals and legal entities 
that are not  ICMS taxpayers: The subsidiaries ZZAB and Tiferet filed  lawsuits  in several Brazilian states to 
challenge  the  collection of  the  ICMS  rate difference  in  interstate  sales of  goods  to  individuals and  legal 
entities that are not ICMS taxpayers. 

 

22. Provisions for labor, tax and civil proceedings‐‐Continued 

ii. Exclusion of the ICMS rate difference (DIFAL‐ICMS) in interstate sales of goods to individuals and legal entities 
that are not ICMS taxpayers‐‐Continued: On February 24, 2021, the Brazilian Supreme Court (STF) declared 
the collection of DIFAL‐ICMS to be unconstitutional, as there  is no complementary  law that regulates this 
collection. The decision of  the Supreme Federal Court on  this case will  take effect  from 2022, except  for 
companies that filed lawsuits by the end of the proceeding. Due to the court decision in favor of taxpayers, 
the subsidiaries requested the suspension of the monthly judicial deposits and the refund of the previously 
deposited amounts. The subsidiaries have already obtained favorable decisions exempting them from paying 
DIFAL until a Complementary Law  that  regulates  the  levy of DIFAL  is enacted. This  represents savings of 
approximately R$21,854 for ZZAB and R$4,449 for Tiferet, totaling R$26,303. 
At the same time, the subsidiaries continue to make judicial deposits as their obligation to make the judicial 
deposits was not  suspended. The Company  is awaiting  the  conclusion of each  lawsuit  to determine  the 
amount of the judicial deposits, which amount to approximately R$24,618 for ZZAB and R$2,578 for Tiferet. 

 

These are contingent assets and as such they will be measured and recognized when the lawsuits are settled 
in favor of the Company and its subsidiaries. 
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Legislation in force  

 
Pursuant to the legislation in force in Brazil, federal, state and municipal taxes and social charges are subject 
to examination by tax authorities for periods varying from five to thirty years. The legislation of the United 
States  of  America  (where  certain  subsidiaries  of  the  Company  operate)  prescribes  different  periods  of 
limitations. 
 

Judicial deposits and judicial guarantees 

At December 31, 2021, judicial deposits are R$19,772 (December 31, 2020 ‐ R$17,585) – Parent company, and 
R$54,390 (December 31, 2020 ‐ R$30,970) – Consolidated.  

The Company has judicial guarantee insurance that is regulated by the Brazilian legislation and used especially 
as security for lawsuit and/or replaces the guarantees given, and currently is the most economical instrument 
that protects the equity and capital of the Company.  At December 31, 2021, the balance of judicial guarantee 
insurance is R$124,317 (December 31, 2020 ‐ R$79,884). 

 

23. Other payables  

2021 2020 2021 2020

Deferred revenue                160                 160                 160                 160 

Advances from customers               2,886              1,419              7,512              4,781 

Services  payable (i)          25,727           12,655           66,804           26,268 

Provisions  (i i )          11,766              9,372           54,066              9,372 

Other              5,463              2,370              7,215           29,525 

Total          46,002           25,976         135,757           70,106 

Current           44,557           25,976         133,944           70,106 

Non‐current              1,445                     ‐    1,813                               ‐  

Parent company Consolidated 

 

(i) Services  payable  include  several  service  expenses  such  as  freight,  professional  fees  and  export 
expenses.   

(ii) Provisions include provision for commissions, agency and other advisory services. 
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24. Share capital and reserves  

24.1. Share capital 

 
At December 31, 2021, the Company’s capital consisted of 99,631 thousand common shares. 
 

Number of 

shares 

(thousands)

Share capital

R$

At December 31, 2019          90,954         352,715 

   Issue of shares  under share option plan              8,677         456,000 

At December 31, 2020          99,631         808,715 

  Advance for future capital  increase                     ‐               2,569 

At December 31, 2021          99,631         811,284 

 

The Company recorded the amount of R$ 2,569 as advance for future capital increase because of the partial 
exercise of share options of Lot I by the grantees under the first share option program (Note 34). The share 
capital was increased on January 4, 2022. 
 
 

24. Share capital and reserves‐‐Continued 

24.1. Share capital‐‐Continued 

In the annual financial statements for the year ended December 31, 2020, the Company disclosed an increase 
of share capital through the issue of new shares in the amount of R$615,209 while the actual amount of the 
share capital  increase was R$456,000. The error was corrected  in the first quarter of 2021 by recognizing a 
capital reserve in the amount of R$159,209 (Note 24.2c).   
 
 

24.2. Capital reserve  

The capital reserve was initially established as a result of the corporate restructuring which occurred in 2007, 
against the merged net assets, and represents the tax benefit arising from the amortization of the merged 
goodwill. A portion of the special goodwill reserve corresponding to the benefit may be capitalized at the end 
of each reporting period in favor of the shareholders with a new issue, according to CVM Instruction 319/99. 
 
The corporate events which gave rise to the capital reserve in connection with the corporate restructuring are 
as follows:  
 
a) On June 1, 2008, BRICS Participações S/A (“BRICS”) was merged into the Company, and merged net assets 

included goodwill paid on acquisition of the investment based on the future profitability of the acquired 
business, net of the provision set forth  in CVM Instruction 319/99,  in the amount of R$13,935. With the 
extinction of BRICS after merger, BRICS’ equity interest in the Company was transferred to FIGEAC Holdings 
S/A (“FIGEAC”). 

b) On December 1, 2009, FIGEAC was merged  into the Company, and merged net assets  included goodwill 
paid on acquisition of the investment based on the future profitability of the acquired business, net of the 
provision set forth in CVM Instruction 319/99, in the amount of R$7,535. 
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On September 30, 2011, the Company recorded an additional provision for costs of the stock public offering 
amounting to R$550 (R$363, net of tax effects), and this net amount was subtracted from the capital reserve. 

With the implementation of the share option and restricted stock plans (Note 34), the Company recorded the 
reserve for options and restricted stock granted in the amount of R$20,332 at December 31, 2021 (December 
31, 2020 ‐ R$27,950).    

c) Capital reserve of R$159,209 from the positive difference between the closing price of the Company shares 
at the effective date of the share capital increase and the issue price of the shares as per the minutes of the 
extraordinary general meeting held on November 27, 2020. 

 

24. Share capital and reserves‐‐Continued 

24.2. Reserves and retained profits  

24.2.1. Legal reserve  

The legal reserve is credited annually with 5% of the profit for the year according to article 193 of Law 6,404/76 

as amended (Brazilian corporate law), and cannot exceed 20% of capital. The balance of the legal reserve at 

December 31, 2021 and 2020 is R$57,511. 

 

24.2.2. Tax incentive reserve  

This reserve represents the tax incentives that the Company received for investments (Note 35). The balance 

of this reserve at December 31, 2021 is R$309,106 (December 31, 2020 ‐ R$227,937). 

 

24.3.3. Retained profits  

The retained profit reserve was recorded pursuant to the terms of article 196 of Law 6,404/76, for use in future 

investments. The profits  retained up  to December 31, 2021  amount  to R$174,861  (December 31, 2020  ‐ 

R$50,384). 

 
According  to article 199 of Law 6,404/76,  the balance of  this  reserve plus other  revenue  reserves cannot 
exceed the amount of the share capital. 
 

24.4. Carrying value adjustments  

Reserve for exchange differences on translation of foreign operations  
 
The  Company  recognized  as  other  comprehensive  income,  within  equity,  exchange  differences  on  the 
translation of  foreign operations,  represented by  its  subsidiaries  located  in  the United States of America, 
whose functional currency is the U.S. dollar.  
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24.5. Treasury shares  

As at December 31, 2021, the balance of treasury shares is R$3,105 (December 31, 2020 ‐ R$191), consisting 

of 41,025 common shares at an average acquisition cost of R$75.69. 

 

24. Share capital and reserves‐‐Continued 

24.5. Treasury shares‐‐Continued 

The balance of treasury shares is as follows: 

2021 2020

   R$              3,105                 191 

Quantity          41,025              3,679 

Average cost   75.69   52.03 

 

25. Dividends and interest on capital paid and proposed  

a) Dividends 

In accordance with the Company’s bylaws, the shareholders are entitled to a mandatory minimum dividend of 
25% of the profit for the year after transfer to legal reserve as required by the Brazilian corporate legislation. 
Interest on capital, when calculated, is considered as distribution of profits for purposes of determination of 
the minimum dividend to be distributed.     
 

Dividends were calculated as shown below: 

2021 2020

Profit for the year           345,235              48,584 

Legal  reserve                      ‐               (2,429)

Tax incentive reserve            (81,169)           (43,573)

Distributable net profit           264,066                2,582 

Minimum dividend payout mandated by corporate bylaws    25% 25%

Mandatory minimum dividend payout  66,017 646

Dividends  and interest on capital  

   Interest on capital  paid              63,374                       ‐  

   Withholding income tax (IRRF) on interest on capital               (7,608)                      ‐  

   Interim dividends  paid              26,215                       ‐  

   Additional  dividends  proposed              50,000  2,582

Total          131,981  2,582

Dividends in excess of mandatory minimum dividends              65,964  1,936
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25. Dividends and interest on capital paid and proposed‐‐Continued 

a)  Dividends‐‐Continued 

On April 29, 2021, the Board of Directors of the Company approved supplementary dividends of R$2,582 out 

of the profit for the year ended December 31, 2020. The payment was made on July 30, 2021.   

On November 29, 2021, the Board of Directors approved  interim dividends of R$26,215. The payment was 

made on January 13, 2022. 

b)  Interest on capital ‐ Law 9,249/95 

In order to comply with tax rules, the Company recorded interest on capital paid in the year in “finance costs”. 
For  the purposes of  these  financial statements,  this  interest on capital was reversed  from profit or  loss  to 
retained earnings, as determined by accounting practices. Income tax was withheld at the rate of 15% from 
the  payment  of  interest  on  capital,  except  for  shareholders  that  are  legally  tax‐exempt  or  domiciled  in 
countries or jurisdictions in which the tax legislation establishes a different tax rate. 
 
On  June 28, 2021,  the Board of Directors  approved  the payment of R$29,590 of  interest on  capital.  The 

payment was made on July 30, 2021. 

On November 29, 2021, the Board of Directors approved the payment of R$33,784 of interest on capital.  The 
payment was made on January 13, 2022. 

 

26. Earnings per share  

In compliance with CPC 41/ IAS 33, the Company presents below earnings per share information for the years 
ended December 31, 2021 and 2020. 

a) Basic earnings per share  

Basic earnings per share is calculated by dividing the profit attributable to shareholders of the Company by 
the weighted average number of  common  shares outstanding during  the year, excluding  common  shares 
purchased and held as treasury shares (Note 24.5). 

2021 2020

Profit for the year                    343,720                      48,583 

Weighted average number of outstanding common shares  

(i)
                    99,590                      91,641 

Basic earnings per share ‐ R$                     3,4514                      0,5301 

                   (i) in thousands  

 

b) Diluted earnings per share 

Diluted earnings per share is calculated by dividing the profit attributable to shareholders of the Company by 
the weighted average number of  common  shares outstanding during  the year, excluding  common  shares 
purchased and held as treasury shares, plus the weighted average number of common shares that would be 
issued on the conversion of all dilutive potential common shares into common shares. 
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The Company has one category of potential common shares with dilutive effects: share options, as shown 
below: 

2021 2020

Profit for the year  343,720 48,583

Weighted average number of outstanding common shares   99,590 91,641

Adjustment for share options  (i) 2,064 371

Weighted average number of common shares  for diluted 

earnings  per share (i)
101,654 92,012

Diluted earnings per share ‐ R$                     3,3813                      0,5280 

                  (i) in thousands    

 

There were no other transactions involving common shares or potential common shares between the balance 
sheet date and the date of completion of these financial statements. 

 

27. Net operating revenue  

Breakdown of net sales revenue is as follows: 

2021 2020 2021 2020

Gross  sales  revenue  2,080,016   1,358,095   3,647,442   2,021,609 

      Domestic market   2,076,308   1,356,758   3,256,123   1,796,841 

      Foreign market              3,708              1,337         391,319         224,768 

Returns             (57,61)         (55,161)      (250,510)      (146,677)

Discounts  and rebates            (20,44)           (5,054)         (20,443)           (5,107)

Taxes  on sales           (281,51)      (184,644)      (452,662)      (278,833)

Net operating revenue  1,720,458   1,113,236   2,923,827   1,590,992 

Parent company Consolidated

 

28. Segment information 

The Company’ products are distributed under the brand names Arezzo, Schutz, Anacapri, Alexandre Birman, 
Fiever, Alme, Vans, Reserva, Reserva Mini, Reserva Go, Oficina, INK, EVA, Troc, Baw, MyShoes and through 
various distribution channels (franchises, multi‐brand stores, company‐owned stores and e‐commerce), but 
they are controlled and managed by the Company’s management as one single operating segment, and the 
results thereof are monitored and assessed in a centralized way.  
 
For operating, commercial, management and administrative purposes, the Company is organized, and has its 
performance assessed, as one single segment.  
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This view is supported by the following factors: 
 
•  The Company does not have different divisions  responsible  for different product  lines, brands or  sales 
channels; 
 
•  The Company’s plant manufactures products for more than one brand and sales channel;  
 
•  The  Company’s  strategic  decisions  are  based  on  market  opportunity  assessments,  and  not  only  on 
performance by product, brand or sales channel.   

 

28. Segment information‐‐Continued 

The consolidated gross revenue by brand and sales channel is as follows: 

 

Brand 2021 2020

Gross revenue  3,647,442   2,021,609 

Domestic market   3,256,123   1,796,841 

Arezzo  1,065,330                760,648 

AR&CO (i)               731,228                   90,333 

Schutz               607,365                427,641 

Anacapri               292,071                231,908 

Others  (i i)               560,129                286,311 

Foreign market                391,319                224,768 

Sales channel 2021 2020

Gross revenue  3,647,442   2,021,609 

Domestic market   3,256,123   1,796,841 

Franchise stores                 886,834                562,266 

Multi‐brand stores                 886,700                471,554 

E‐commerce                816,283                526,382 

Company‐owned stores                 659,195                235,946 

Others                      7,111                        693 

Foreign market                391,319                224,768 

(i i ) Others  includes  the  fol lowing brands: Alexandre  Birman, Alme, Fiever, MyShoes , Troc and Vans .

(i ) AR&CO includes  the  fol lowing brands : Reserva, Reserva  Mini , Oficina  Reserva, Reserva  Go, EVA, INK and 

BAW.

 

The  revenue  from  foreign market  is not shown separately by geographic area as at December 31, 2021  it 
represents 10.7% of the gross revenue (December 31, 2020 – 11.1%). No single customer accounts for more 
than 5% of the sales on the domestic and foreign markets.  
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29. Expenses by nature  

The Company’s statement of income classifies expenses by function. The expenses are also reported by nature 
below: 

2021 2020 2021 2020

Expenses by function 

Cost of sales    (1,131,046)       (744,694)  (1,385,147)       (835,779)

Sell ing expenses        (308,307)      (241,321)      (884,411)      (529,953)

General  and administrative expenses        (166,915)      (116,812)      (316,217)      (162,234)

Other operating income        131,169              2,562         146,163           56,201 

Other operating expenses             (7,171)           (5,428)         (15,690)         (27,118)

 (1,482,270)   (1,105,693)   (2,455,302)   (1,498,883) 

Expenses by nature 

Raw and consumable materials  (1,136,846)       (750,110)  (1,405,177)       (847,404)

Personnel  expenses        (200,049)      (152,513)      (444,705)      (263,400)

Util ities  and services        (157,701)         (99,966)      (135,962)      (147,057)

Advertising costs           (53,128)         (56,305)      (348,289)      (115,964)

Freight          (32,496)         (22,270)         (96,299)         (59,961)

Depreciation and amortization charges           (26,048)         (21,663)      (105,748)         (81,103)

Other operating expenses             (7,171)           (5,428)         (15,690)         (27,118)

Store occupancy expenses                      ‐                       ‐           (49,595)         (13,077)

Tax credits          127,635                     ‐          143,230                     ‐  

Other operating income             3,534              2,562              2,933           56,201 

 (1,482,270)   (1,105,693)   (2,455,302)   (1,498,883) 

Parent company Consolidated
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

30. Financial risk management objectives and policies  

a) Fair value 

The following table shows the carrying amounts of the Company’s financial assets and financial liabilities and 
their fair values determined by management:  

Carrying 

amount
Fair value

Carrying 

amount
Fair value 

Cash and cash equivalents 33,750           33,750             38,297            38,297 

Cash investments   228,809         228,809           522,868          522,868 

Trade receivables   794,578         794,578           601,388          601,388 

Borrowings   534,594         534,594           634,269          634,269 

Derivative financial  instruments   7,783              7,783                       ‐                        ‐  

Trade payables   574,713         574,713           399,189          399,189 

Lease l iabil ities   231,896 231,896        213,360         213,360       

Payables  for acquisition of subsidiary  31,662           31,662             50,000            50,000 

2021 2020

The fair value of financial  instruments  is determined using valuation techniques which maximize the use of 
observable market data (Level 2). 

At December 31, 2021, the consolidated financial instruments of the Company are classified in the following 
categories: 

 

As at fair value 

through profit or loss 
As at amortized cost 

Assets

Cash and cash equivalents   ‐                               33,750 

Trade receivables    ‐                            794,578 

Cash investments                           228,809   ‐ 

Derivative financial  instruments                                 7,783   ‐ 

Liabilities 

Trade payables    ‐  574,713                          

Payables  for acquisition of subsidiary   ‐                               31,662 

Borrowings    ‐                            534,594 

Lease l iabil ities    ‐                            231,896 

Measured
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

30. Financial risk management objectives and policies‐‐Continued 

a) Fair value‐‐Continued 

The following methods and assumptions were used to estimate the fair values: 

Cash and cash equivalents, trade receivables, and trade payables ‐ These financial instruments arise directly 
from the operations of the Company and its subsidiaries and are measured at amortized cost. They are stated 
at original amount less provision for impairment, and are discounted to present value when applicable.   

Borrowings  ‐ They are classified as other  financial  liabilities not measured at  fair value and are carried at 
amortized cost in accordance with the contractual terms. This classification was adopted because the amounts 
are not held for trading, which management understands is the most relevant financial information. The fair 
values of the borrowings equal their carrying amounts since these financial instruments have rates of interest 
based on market interest rates and specific characteristics.   

Lease  liabilities – These  liabilities arise from contracts that convey the right to use an asset (the underlying 
asset) for a period of time in exchange for consideration. The fair values of lease liabilities equal their carrying 
amounts. 

        Payables  for acquisition of  subsidiary – These obligations arise directly  from  the acquisitions made by  the 
Company. The fair values equal the carrying amounts. 

 

a.1) Fair value hierarchy  
 

Assets  and  liabilities  for which  fair  value  is measured  and disclosed  are  categorized within  the  fair  value 

hierarchy, by valuation technique:  

 

Level 1: Quoted (unadjusted) prices in active markets for identical assets or liabilities; 

 

Level 2: Valuation techniques for which all inputs that are significant to the fair value measurement are directly 

or indirectly observable;   

 

Level  3:  Valuation  techniques  for  which  inputs  that  are  significant  to  the  fair  value measurement  are 

unobservable.   
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

30. Financial risk management objectives and policies‐‐Continued 

b) Foreign exchange risk  

The results of operations of the Company and its subsidiaries are affected by changes in USD exchange rates 
because a part of their sales revenue is linked to the U.S. dollar. The Company and its subsidiaries hedge the 
exposure to the foreign exchange risk on almost all of their exports by holding borrowings in USD.   

At December 31, 2021 and 2020, the net exposure to changes in USD rate is as follows: 

 
 

A sensitivity analysis was performed with three different scenarios to demonstrate the sensitivity of foreign 
currency‐denominated assets and liabilities to changes in the exchange rates at December 31, 2021. 

The table below provides three scenarios, with the most likely scenario being adopted by the Company. The 
scenarios were defined based on management’s expectations about changes in exchange rates at the dates of 
maturities of the contracts that are exposed to foreign currency risk. 

Currency
Most likely 

scenario 

Scenario A

25% increase 

Scenario B

50% increase 

Increase in exchange rate 

Trade receivables  in foreign currency  R$            20,062             25,078             30,093 

Borrowings  in foreign currency   R$        (316,109)        (395,136)        (474,164)

Trade payables  in foreign currency   R$             (6,976)             (8,726)          (10,464)

   Increase in USD rate 25% 50%

USD rate                 5,58                  6,98                  8,37 

Effect on profit before tax  R$           (75,761)        (151,512)

 

 

   

2021 2020

Trade receivables in foreign currency (i)                   20,062                    13,650 

Borrowings  in foreign currency               (316,109)               (346,499)

Trade payables  in foreign currency                    (6,976)                    (3,061)

Net exposure               (303,023)               (335,910)

(i) Excludes related‐party balances in foreign currency. 

Consolidated
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

30. Financial risk management objectives and policies‐‐Continued 

c) Interest rate risk  

The Company’s interest rate risk arises from borrowings with rates linked to the Interbank Deposit Certificate 
rate (CDI). The interest rates are disclosed in Note 17. 

 
At December 31, 2021, the Company’s borrowings have the following interest rates: 

2021 %

Fixed interest rate                    141,299   26.0 

Interest rate based on CDI                   393,295   74.0 

                  534,594   100.0 

Consolidated

 

A  sensitivity  analysis  was  performed  with  three  different  scenarios  to  demonstrate  the  sensitivity  of 
borrowings to changes in interest rates at December 31, 2021.    
  

The table below provides three scenarios, with the most likely scenario being adopted by the Company. The 
most  likely scenario for 2021 was defined based on the CDI rate  in effect at December 31, 2021, assuming 
changes of 25 percent and 50 percent. 

For  each  scenario,  gross  interest  expense was  calculated,  disregarding  taxes  and  the maturities  of  each 
agreement. The sensitivity analysis relates to the balance of borrowings at December 31, 2021, projecting the 
interest rates for one year. 

Currency
Most likely 

scenario  Scenario A Scenario B

Increase in interest expense 

Borrowings with interest rate based on CDI   R$  35,986 44,983 53,979

35,986 44,983 53,979

Increase in interest rate  25% 50%

CDI 9.15% 11.44% 13.73%  
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

30. Financial risk management objectives and policies‐‐Continued 

d) Credit risk  

Credit risk arises from the difficulty in collecting the amounts due from customers for goods sold and 
services rendered.  
 
The Company and its subsidiaries are also exposed to credit risk from their cash investments.  
 
Most of trade receivables are denominated in Brazilian reais and spread across various customers. To reduce 
credit risk, the Company performs an individual analysis for new customers but, as a usual market  
practice, only high‐risk customers are required to make advance payments.  
 
No single customer accounts for more than 5% of the Company’s total accounts receivable at December 31,  
2021 and 2020.  
 
Management monitors outstanding customer receivables on a weekly basis and,  in the case of  impairment 
losses, they are recognized in the statement of income. The analysis covers outstanding receivables, customer 
payment history, guarantees provided and renegotiations completed with collaterals. The amounts recorded 
as actual  losses or provision  for  losses  represent uncollectible accounts or  receivables with  low chance of 
recovery.   
 
The  Company  and  its  subsidiaries  attempt  to  limit  credit  risk  from  balances  with  banks  and  financial 
institutions by only dealing with reputable banks and financial institutions.  
 

e)   Liquidity risk  

Liquidity risk is the risk that the Company and its subsidiaries will not have sufficient cash on hand to meet 
their obligations due to currency and maturity mismatch between their assets and liabilities.     
 
Management monitors the Company’s and its subsidiaries’ liquidity and cash flows on a daily basis to ensure 
that  the amount of  cash generated  from  their normal business operations and borrowing  facilities, when 
needed, are sufficient to meet obligations when due, without exposing the Company and its subsidiaries to 
liquidity risk.   
 
The following table shows contractual maturities of financial liabilities: 

Less than 1 

year 

Between 1 

and 5 years 
Total

Borrowings            496,861               37,733            534,594 

Trade and other payables            574,713                        ‐              574,713 

Lease l iabil ities                65,756            188,360            254,116 

Projection including future interest 
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

30. Financial risk management objectives and policies‐‐Continued 

f) Capital management 

The Company’s objective when managing capital is to maintain a strong credit rating with the institutions and 
an optimal capital structure to support the Company’s business and maximize the shareholder value.  
 
The Company manages its capital structure and makes adjustments in light of changes in economic conditions. 
To maintain or adjust the capital structure, the Company may adjust the dividend payment to shareholders, 
return capital to shareholders, take new borrowings, issue debentures, issue promissory notes and enter into 
derivative transactions. No changes were made in the objectives, policies or processes for managing capital 
during the years ended December 31, 2021 and 2020.      
 

The gearing ratios at December 31, 2021 and 2020 were as follows: 

2021 2020

Borrowings                   (534,594)        (634,269)

Cash and cash equivalents                       33,750             38,297 

Cash investments                     228,809          522,868 

Net debt                  (272,035)                  (73)

Total equity    1,590,580   1,348,597 

                                 Gearing ratio ‐ %        (‐17.10)   (5.42) 
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

31. Finance income and costs  

Finance costs 

Interest on borrowings           (19,248)         (12,866)         (32,173)         (18,345)

Bank charges             (7,246)           (5,587)         (92,030)           (7,330)

Discounts  granted           (4,248)           (3,109)           (7,675)           (4,065)

Notary public fees             (1,767)           (3,075)           (1,778)           (3,087)

Interest expense on lease l iabil ities             (1,267)           (1,323)           (8,427)           (5,145)

Credit card administration fee                     ‐                       ‐           (23,161)         (12,273)

Other finance costs             (1,352)              (895)           (6,090)           (1,359)

        (35,128)         (26,855)         (88,507)         (51,604)

Foreign exchange variation, net 

Foreign exchange gains          12,100           21,624           16,064           49,068 

Foreign exchange losses         (17,189)         (29,940)         (18,541)         (51,478)

          (5,089)           (8,316)           (2,477)           (2,410)

Total         (25,591)         (20,993)         (64,671)         (37,551)
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

32. Other operating income (expenses), net  

   Reimbursement of expenses               1,051                     ‐               1,051 

   Tax credits  (i)        126,134                     ‐          138,426           51,790 

   Recovery of income                318              1,040                 469              1,115 

   Gain on disposal  of property, plant and equipment 

and intangible assets                 915                     ‐               1,318                     ‐  

   Other income              1,859                     ‐               4,007                 482 

Other operating expenses            (7,171)           (4,515)         (15,690)         (24,913)

   Share option and restricted stock plans             (6,400)           (3,972)           (6,400)           (3,972)

   Loss on disposal  of property, plant and equipment and 

intangible assets               (151)
             (333)                932          (20,941)

   Other expenses                (620)              (210)         (10,222)                    ‐  

Total        123,998            (2,866)        130,473           29,083 

 

 

(i) The Company recorded in the income statement the amount of R$127,635 related to the exclusion of 
ICMS from the PIS and COFINS tax base. This amount is still under dispute in law courts and is recorded 
as taxes recoverable in the Parent company (Note 10). In addition, the subsidiary ZZAB recognized the 
amount of R$10,910 as at December 31, 2021 related to the ICMS rate difference (DIFAL). 

 
R$ 51,790 as at December 31, 2020 ‐ The Company obtained a favorable final judicial decision on the 
lawsuit of its subsidiary ZZAB challenging the illegality of the inclusion of ICMS in the PIS and COFINS 
tax base. As a result, the Company recognized the right to recover the amounts unduly paid,  in the 
amount of R$49,079 classified as “other income (expenses)” with a corresponding entry of R$2,715 of 
attorneys’ fees and other legal costs to “administrative expenses”, resulting in a net effect of R$46,364 
on profit or loss for the year ended December 31, 2020.  
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Notes to the financial statements 

for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

33. Insurance  

The  Company  and  its  subsidiaries  have  insurance  policies  contracted with  some  of  the main  insurance 
companies in the country, taking into account the nature and degree of the risk involved. At December 31, 
2021, the Company had  insurance coverage against fire and multiple risks for  items of property, plant and 
equipment  and  inventories.  The  insurance  amounts  are  considered  sufficient  by management  to  cover 
possible losses, as shown below: 

Inventories  and property, plant and 

equipment 
 Fire                                          429,446 

 Civil  l iabil ity                                          100,000 

 

34. Share‐based payments  

34.1. Restricted stock plan  

On August 28, 2017,  the Board of Directors approved  the execution of  restricted stock award agreements 
between  the  Company  and Award  Recipients  under  the  Restricted  Stock  Plan  and  the  First  Stock Award 
Program. And on  July 30, 2018,  the Board of Directors  approved  the execution of  restricted  stock  award 
agreements between the Company and Award Recipients under the Restricted Stock Plan and the Second Stock 
Award Program. On July 25, 2019, the Board of Directors approved the execution of restricted stock award 
agreements between the Company and Award Recipients under the Restricted Stock Plan and the Third Stock 
Award Program. On June 28, 2021, the Board of Directors approved the execution of restricted stock award 
agreements between the Company and Award Recipients under the Restricted Stock Plan and the Fourth Stock 
Award Program. 
 
The purpose of  the Plan  is permit grants of  shares,  subject  to  certain  restrictions,  to  the Company’s or a 
subsidiary’s officers and employees (“Recipients”) selected by the Board of Directors, as a means of: 
 

a) stimulating the expansion and success of the Company and its subsidiaries and the achievement of 
their business objectives;  

b) promoting improvement in management of the Company and its subsidiaries, giving Recipients the 
opportunity to become shareholders in the Company, motivating them to optimize all aspects that 
can increase the Company’s value over the long term;  

c) aligning the interests of Recipients with those of shareholders; and  
d) incentivizing officers and employees to remain with the Company or its subsidiaries. 

For purposes of this Plan, the Board of Directors may, upon prior recommendation of an Advisory Committee, 
grant a certain number of registered, book‐entry common shares that must not exceed five percent (5%) of 
the Company’s total share capital at the date of approval of the Plan.   
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for the years ended December 31, 2021 and 2020 
(All amounts in thousands of reais unless otherwise stated) 

34. Share‐based payments‐‐Continued 

34.1. Restricted stock plan‐‐Continued 

Without affecting other terms and conditions  laid out in the respective Award Agreements, Recipients shall 
become fully vested in the restricted stock grant only if they remain continuously employed by the Company 
or any subsidiary, as applicable, and achieve required performance goals stipulated in each Program and in the 
respective Award Agreements, in the period between the date of grant and the vesting dates of the respective 
vesting tranches:   
 

 (i) up to 10% after the first anniversary of the grant date;  
 
(ii) up to 10% after the second anniversary of the grant date;  
 
(iii) up to 20% after the third anniversary of the grant date; and  
 
(iv) up to 60% after the fourth anniversary of the grant date.  
  

Notwithstanding  the  items  (i)  to  (iv) above, a Recipient may  receive an additional up  to 10% of  the  total 
number of restricted shares granted by the Board of Directors if he/she exceeds the applicable performance 
goals specified in the Program and in the respective Award Agreement, as it may be determined by the Board 
of Directors, which may at its discretion establish various vesting dates with respect to the restricted shares 
granted.   

In order to satisfy the grant of restricted shares under the Plan, the Company, subject to applicable law and 
regulation, will dispose of treasury shares through a private transaction at no cost to Recipients, in accordance 
with CVM Instruction 567. 
 

The grants and respective vesting periods are as follows: 

1st grant at 

August 29, 2017

2nd grant at July 

30, 2018

3rd grant at July 

30, 2019

4th grant at July 

1, 2021

Vesting period as from grant date 

From the first anniversary 60,728 11,066 2,661 4,560

From the second anniversary 60,728 11,066 2,661 4,560

From the third anniversary 121,457 22,134 5,321 9,117

From the fourth anniversary  364,370 66,398 15,963 27,355

Total 607,283 110,664 26,606 45,592
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34. Share‐based payments‐‐Continued 

34.1. Restricted stock plan‐‐Continued 

Movements in the restricted stock plan are set out below: 

1st grant

2017

2nd grant 

2018

3rd grant 

2019
4th grant

2021

Balance at December 31, 2019 398,641               80,960                   26,606                            ‐  

Exercised (**)                (99,660) ‐8,995                    (2,661)                           ‐  

Written off (***)                (52,799) 0,000                            ‐                              ‐  

Balance at December 31, 2020 246,182 71,965                  23,945                            ‐  

Granted (*)                           ‐                              ‐                              ‐                    45,592 

Exercised (**)              (123,091)                (17,992) ‐2,661                            ‐  

Written off (***)                           ‐                     (8,205) 0,000                            ‐  

Balance at December 31, 2021 246,182 71,965 23,945 45,592

(*) Grant before tax effects and performance conditions of the restricted stock plan. 

(**) Upon satisfaction of performance conditions of the restricted stock plan and with tax effects, in the 4th tranche (1st grant 

2017) 135,400 shares were exercised, in the 3rd tranche (2nd grant 2018) 19,792 shares were exercised, in the 2nd tranche 

(3rd grant 2019) 2,928 shares were exercised.

(***) Write‐offs due to the termination of participant employees or non‐exercise of shares. 

 

In compliance with IFRS 2/CPC 10, the Company determined the fair value of the shares. In the year ended 
December 31, 2021, the Company determined R$6,400 (December 31, 2020 – R$3,972) in restricted stock plan 
expense, which was charged to profit or loss against the capital reserve account in equity. 
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34. Share‐based payments‐‐Continued 

34.1. Restricted stock plan‐‐Continued 

The following assumptions were used to determine the fair value of restricted shares: 

1st grant 2nd grant  3rd grant  4th grant 

2017 2018 2019 2021

Number of shares  607,283 110,664 26,606 45,592

1st tranche  60,728 11,066 2,661 4,560

2nd tranche  60,728 11,066 2,661 4,560

3rd tranche  121,457 22,134 5,321 9,117

4th tranche  364,370 66,398 15,963 27,355

Share price (R$) 35.50 43.38 50.74 93.21

Fair value per share (R$) 

1st tranche  34.73 43.37 50.50 53.56

2nd tranche  33.97 43.37 50.50 53.56

3rd tranche  33.24 43.37 50.50 53.56

4th tranche  32.51 43.37 50.50 53.56

Dividend yield 2.2% 3.14% 3.25% 2.5%

Share price volatility 

1st tranche  32.2% 45.0% 29.5% 36.9%

2nd tranche  36.5% 39.1% 38.0% 47.7%

3rd tranche  36.6% 39.5% 36.2% 42.7%

4th tranche  36.8% 38.8% 37.3% 43.2%

Risk‐free interest rate 

1st tranche  7.9% 7.3% 5.4% 6.6%

2nd tranche  8.4% 8.5% 5.7% 7.5%

3rd tranche  9.0% 9.3% 6.2% 8.0%

4th tranche  9.4% 10.0% 6.6% 8.3%

Expected time to maturity (years)

1st tranche  1 1 1 1

2nd tranche  2 2 2 2

3rd tranche  3 3 3 3

4th tranche  4 4 4 4  

34.  Share‐based payments‐‐Continued 

34.2. Share option plan  

At an Extraordinary General Meeting held on August 12, 2021, the Company’s shareholders approved a share option 
plan for officers, employees and service providers of the Company or its subsidiaries. The Plan became effective 
upon approval by shareholders and shall be administered by  the Board of Directors or, at the discretion of the 
Board, by a committee of the Board.  
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The Plan is limited to a maximum number of share options that results in a dilution of 5% of the Company’s share 
capital. The dilution represents the maximum number of shares underlying the options divided by the total number 
of shares issued by the Company. 
 
On September 2, 2021, the Board of Directors approved the first grant of options under the Plan, covering 1,887,707 
share options ‐ 39,805 from Lot I and 1,847,902 from Lot II. 
 
The Plan determines that the options from Lot I granted to plan participants: (i) become exercisable on the business 
day following the date of grant; (ii) may be exercised within 30 days of the vesting date; and (iii) the shares acquired 
upon exercise of the options may not be sold for a period of 4 years from the date of exercise. 
 
The plan participants may exercise their options from Lot II within 7 years from the date of grant. The graded vesting 
schedule spans four years, and 10% vests from the first anniversary of the grant date, 10% vests from the second 
anniversary of the grant date, 20% vests from the third anniversary of the grant date, and 60% vests from the fourth 
anniversary of the grant date.  
 
1st grant – December 2021: 
 
On December 2, 2021, the Company delivered to the plan participants the Award Agreement that contains the 
terms and conditions of the Share Option Plan. The plan participants signed the Agreement and returned it to the 
Company, together with the notice of exercise of Lot I options and proof of transfer of funds related to the exercise 
of options from Lot I. 
 
The exercise price for options from Lot I is R$74.33 per share based on the average share price for the last twenty 
days prior to the grant, and the exercise price for options from Lot II is R$ 59.47 per share based on the share price 
for Lot I with a 20% discount.  
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34. Share‐based payments‐‐Continued 

34.2. Share option plan‐‐Continued 

Vesting schedule and fair value of the share options  
 

 
 

  Maximum number of shares  1st grant 

  Vesting schedule from the date of grant 

   Within 30 days from the date of grant  39,805         

   From the first anniversary  184,790      

   From the second anniversary  184,790      

   From the third anniversary  369,580      

   From the fourth anniversary  1,108,742

Total 1,887,807

    Options  granted  1,887,807

Balance at December 31, 2021  1,887,807 

 

In accordance with IFRS 2/CPC 10, the Company determined the fair value of the share options based on the vesting 
schedule. In the year ended December 31, 2021, the Company determined R$1,185 of share option plan expense, 
which was charged to profit or loss against the capital reserve account in equity. The fair value of the share options 
in 2021 was determined using the Black‐Scholes model for Lot I and the binomial model for Lot II.  
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34.  Share‐based payments‐‐Continued 

34.2. Share option plan‐‐Continued  

The following assumptions were used to determine the fair value of the share options:  

Lot I II

Total number of shares  39,805  1,847,902 

Number of shares 

1st tranche  39,805 184,790

2nd tranche  ‐ 184,790

3rd tranche  ‐ 369,580

4th tranche  ‐ 1,108,742

Exercise price (R$) 74.33 59.47

Fair value per option (R$) 

1st tranche  3.13 24.42

2nd tranche  ‐ 21.01

3rd tranche  ‐ 17.76

4th tranche  ‐ 14.75

Dividend yield 2.5% 2.5%

Share price volatility 50.1% 40.34%

Risk‐free interest rate 

1st tranche  8.85% 11.3%

2nd tranche  ‐ 11.3%

3rd tranche  ‐ 11.3%

4th tranche  ‐ 11.3%

Expected time to maturity (consecutive days) 

1st tranche  30 365

2nd tranche  ‐ 730

3rd tranche  ‐ 1,095

4th tranche  ‐ 1,460

1st grant December 
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35. Government tax incentives  

Presumed tax credit of State Value‐added Tax on Sales and Services (ICMS) 

In the year ended December 31, 2021, the Company had R$174,418 (December 31, 2020 ‐ R$106,597) in ICMS 
tax benefits, which were classified into net revenue, as shown below: 

2021 2020 2021 2020

ICMS tax benefits  ‐ State of Espiri          81,169           43,573         112,826           70,922 

ICMS tax benefits  ‐ State of Rio G                    ‐                       ‐                       ‐                  253 

ICMS tax benefits  ‐ State of Rio de                    ‐                       ‐             61,592           35,422 

   Total          81,169           43,573         174,418         106,597 

Parent company Consolidated

 

a) Under Regulations 088‐R of October 29, 2015 and 077‐R of June 1, 2016, the State of Espirito Santo has 
registered  the Company,  through  its parent and one subsidiary,  respectively,  to  receive  ICMS  tax benefits 
under the tax benefit arrangement called Competitiveness Agreement. 

b) The State of Rio Grande do Sul, through state internal regulation, grants presumed credits of ICMS on sales 
of shoes to other states. 

c)  The State of Rio de Janeiro, through Law 6,331 of October 10, 2012, granted a reduction in the ICMS tax 
rate on sales for manufacturers of textile products, fabrics, garments, apparel accessories and notions. 

 

36. Subsequent events   

36.1. Acquisition of Guaraná Brasil Difusão de Moda Ltda (“Carol Bassi”) 

On November 30, 2021, the Company announced the purchase of Guaraná Brasil Difusão de Moda Ltda. (“Carol 

Bassi”) by its subsidiary ZZAB Comércio de Calçados Ltda. as part of the Company’s strategy to expand its business 

in the fashion and retail sector, with product diversification and expansion of its brand portfolio.      

The Arezzo&Co group makes  its debut  in the women’s clothing segment with the acquisition of Carol Bassi. The 

purchase price for all shares of Carol Bassi, subject to adjustments, will be R$180,000 to be paid by ZZAB.   

The acquisition was completed by ZZAB Comércio de Calçados Ltda. with regulatory approval by CADE on January 

25, 2022 and the effects of the acquisition of all shares of Carol Bassi will be recognized in the fiscal year 2022. With 

the completion of the acquisition, ZZAB is the only owner of Carol Bassi. 
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36.2. Follow‐on 

At a meeting held on January 26, 2022, the Board of Directors approved a primary offering of common shares of 

the Company, without par value,  free and clear of all  liens, encumbrances or claims  (“Shares”), with  restricted 

distribution efforts pursuant to CVM Instruction 476 (“Restricted Offering”).   

At a meeting held on February 3, the Board of Directors approved a share price of R$82.35 (“Price per Share”), a 

share capital increase, within the limit of the authorized capital, in the total amount of R$833,793 through the issue 

of  10,125,000  new  registered,  book‐entry,  common  shares  without  par  value,  free  and  clear  of  all  liens, 

encumbrances or  claims  (“Shares”)  (considering  the placement of Additional Shares, as defined below) and  its 

effective homologation under the primary public distribution with restricted efforts according to the terms of CVM 

Instruction 476 (“Offering”). As a result of the increase in share capital under the Offering, the Company’s share 

capital  is R$1,645,467 consisting of 109,796,219 registered, book‐entry, common shares without par value. The 

shares issued under the Offering will be traded on Brazil’s stock exchange B3 S.A. – Brasil, Bolsa, Balcão (“B3”) as 

from February 7, 2022, and the physical and financial settlement of the Shares occurred on February 8, 2022. 

The Company intends to use the proceeds from the Offering to invest in long‐term assets, including development 

of  brands  and  opening  of  stores;  investment  in  supply,  distribution  center  and  supply model;  investment  in 

technology, digital platform and omnichannel capabilities; M&As. 


