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Independent auditor's report

To the Board of Directors and Shareholders
Natura &Co Holding S.A.

Opinion

We have audited the accompanying parent company financial statements of Natura &Co Holding S.A. (the
"Company"), which comprise the statement of financial position as at December 31, 2020 and the
statements of operations, comprehensive income, changes in shareholder's equity and cash flows for the
year then ended, as well as the accompanying consolidated financial statements of Natura &Co

Holding S.A. and its subsidiaries ("Consolidated"), which comprise the consolidated statement of financial
position as at December 31, 2020 and the consolidated statements of operations, comprehensive income,
changes in shareholder’s equity and cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Natura &Co Holding S.A. and of Natura &Co Holding S.A. and its subsidiaries as at
December 31, 2020, and the financial performance and the cash flows for the year then ended, as well as
the consolidated financial performance and the cash flows for the year then ended, in accordance with
accounting practices adopted in Brazil and with the International Financial Reporting Standards (IFRS) as
issued by the International Accounting Standards Board (IASB).

Basis for opinion

We conducted our audit in accordance with Brazilian and International Standards on Auditing. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Parent Company and Consolidated Financial Statements section of our report. We are independent
of the Company and its subsidiaries in accordance with the ethical requirements established 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 audit opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the 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.

Matters

Whyitisa
Key Audit
Matter

How the
matter was
addressed
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Natura &Co Holding S.A.

Why it is a Key Audit Matter

How the matter was addressed in the audit

Business combination - acquisition of Avon
Products Inc ("Avon") -Notes 4 and 5.10

On January 3, 2020, the Company acquired Avon
for R$ 13,366,114 thousand, and recognizing
R$ 11,511,028 thousand in goodwill.

The measurement and recognition of assets
acquired and liabilities assumed at their fair values,
as well as the resulting goodwill amount, involved
significant judgments and relevant estimates
applied by management, based on subjective data
and assumptions.

The magnitude of the amounts involved, as well as
the use of estimates and judgments by
management, in determining fair values, may
materially impact the measurement of assets
acquired, liabilities assumed and, consequently, the
amount of goodwill recognized with the acquisition.

Therefore, this topic was one of the main subjects of

our audit.

We performed, among other procedures, the
reading of the main documents related to the
acquisition of Avon, assessment of the relevant
corporate acts and the main events that led
management to conclude on the effective date of
acquisition.

We also performed an understanding of the
processes established by management, including
the completeness and integrity of the database and
the calculation models used to determine the
acquisition's accounting.

We obtained Avon's audited financial statements,
used as a starting point, at their carrying amounts,
for the identification of assets acquired and
liabilities assumed. We also reviewed
management's assessment of potential differences
between the between the Company's and Avon's
accounting policies and practices.

We assessed the competence and objectivity of the
external experts engaged by management to
measure the fair values in connection with the
business combination and, together with our
internal specialist, we evaluated:

(i) whether the methodology used by management
is consistent with the methods used in the
market, according to the circumstances and the
purpose of the valuation;

(ii) the reasonableness of the main assumptions
adopted in the identification and measurement
of the fair values of the assets acquired and
liabilities assumed in the acquisition,
comparing them to the available historical
information or to observable market and / or
industry data; and

(iii)the consistency and calculations of the model
prepared by management.

We also checked the main accounting and tax
impacts of the fair value measurement of assets

3
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Natura &Co Holding S.A.

Why it is a Key Audit Matter

How the matter was addressed in the audit

acquired and liabilities assumed in the business
combination, as well as the disclosures in the
financial statements.

According to our audit procedures the
methodology, judgements and estimates applied
are reazonable and disclosures are consistent with
the data and information obtained.

Cyber incident - Note 6.4

In June 2020, the subsidiary Avon became aware of
a cyber incident to which it was exposed, in its
Information Technology ("I'T") environment which
disrupted some systems and partially affected its
operations. Avon involved external experts in
cybersecurity and general IT controls and initiated
a containment and remediation effort in addition to
conducting a forensic investigation.

Avon is dependent on technology structure to
process operations and to prepare financial
statements. Failures in the general technology
control environment and its dependent controls
could result in incorrect processing of critical
information used for the preparation of financial
statements, as well as causing risks related to
information security and cybernetics. Accordingly,
it was determined to be a focus area of our audit.

With the assistance of our information security
specialists, we updated our understanding and
assessment of the IT environment, including the
nature and impact of the incident on the planned
audit strategy, as well as the automated and IT-
dependent controls associated with the relevant
application systems for the preparation of financial
statements.

The procedures carried out involved the
combination of tests of controls, as well as the
execution of tests related to the management of
information security incidents and computerized
operations, impacting the operations of Avon and
its subsidiaries.

We also inspected a sample of payments made to
suppliers in order to identify potential unauthorized
payments, in addition to assessing whether there
were unauthorized changes made to the supplier
database applying specific criteria.

As a result of the application of our audit
procedures, we understand that the remediation
implemented and the disclosures made by the
Company, on this topic, are consistent with the data
and information obtained.

Other matters

Statements of Value Added

The parent company and consolidated Statements of Value Added for the year ended December 31, 2020,
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
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Natura &Co Holding S.A.

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 Value Added". 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.

Audit of prior-year information
The examination of the financial statements for the year ended December 31, 2019, was conducted under
the responsibility of other independent auditors, who issued their unqualified audit report, dated March 4,

2021.

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

The Company's 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 audit conclusion thereon.

In connection with the audit of the parent company and consolidated financial statements, our
responsibility is to read the Management Report and, in doing so, consider whether this report is
materially inconsistent with the 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 in the Management Report, 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 the
International Financial Reporting Standards (IFRS) as issued by the International Accounting Standards
Board (IASB), and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
erTor.

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 financial reporting process of the
Company and its subsidiaries.

5
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Natura &Co Holding S.A.

Auditor's 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 auditor's 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 Brazilian and International Standards on
Auditing 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 financial statements.

As part of an audit in accordance with Brazilian and International Standards on Auditing, 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.

¢ 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 internal control of the Company and its subsidiaries.

+ 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 ability of the Company to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
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 auditor’s 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 these 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.

6
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We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor's 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.4

Sao Paulo, March 4, 2021

PricewaterhouseCoopers
Auditores Independentes
CRC 25P000160/0-5

Leandro Mauro Ardito
Contador CRC 1SP188307/0-0
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NATURA &CO HOLDING S.A.

STATEMENT OF FINANCIAL POSITION AS AT DECEMBER 31, 2020 AND 2019

(In thousands of Brazilian reais - R$)

Company Consolidated

ASSETS NOTE 2020 2019 2020 2019
CURRENT
Cash and cash equivalents 7 505,699 2,380,800 5,821,672 4,513,582
Short-term investments 8 340,999 669,769 2,520,648 1,025,845
Trade accounts receivable 9 - - 3,597,535 1,685,764
Trade accounts receivable - Related parties 331 15,952 - - -
Inventories 10 - - 4,544,270 1,430,550
Recoverable taxes n 23,637 5 1,071,349 395,640
Income tax and social contribution = = 242,091 113,478
Derivative financial instruments 6.6 - - 139,856 =
Other current assets 15 1,979 = 616,120 265,198

988,266 3,050,574 18,553,541 9,430,057
Assets held for sale 14 - - 181,279 -
Total current assets 988,266 3,050,574 18,734,820 9,430,057
NON-CURRENT
Recoverable taxes n - - 932,212 409,214
Income tax and social contribution - - 478,524 334,671
Deferred income tax and social contribution 12 = = 1,339,725 374,448
Judicial deposits 13 - - 566,190 337255
Derivative financial instruments 6.6 - - 1,768,122 737378
Short-term investments 8 - - 16,104 7402
Other non-current assets 15 148 - 1,527,668 83,836
Total long-term assets 148 - 6,628,545 2,284,204
Investments 16 26,944,279 3,392,677 - -
Property, plant and equipment 17 - - 5,235,057 1,773,889
Intangible 18 - - 26,917128 5,076,501
Right of use 19 - - 3,402,047 2,619,861
Total non-current assets 26,944,427 3,392,677 42,182,777 11,754,455
TOTAL ASSETS 27,932,693 6,443,251 60,917,597 21,184,512

Company Consolidated

LIABILITIES AND SHAREHOLDERS' EQUITY Note 2020 2019 2020 2019
CURRENT
Borrowings, financing and debentures 20 515,966 2,883,382 3,805,649 3,354,355
Leases 19 - - 1,059,661 542,088
Trade accounts payable and reverse factoring 21 9,693 - 6,774,205 1,829,756
Trade accounts payable - Related parties 331 7194 - - -
Payroll, profit sharing and social charges 20153 - 1,340,683 560,376
Tax liabilities 22 13153 1,050 785,367 320,890
Income tax and social contribution - 196,474 441,253 388,238
Dividends and interest on shareholders' equity payable - - - 95,873
Derivative financial instruments 6.6 = = 61,201 11,806
Provision for tax, civil and labor risks 23 - - 58,756 18,650
Other current liabilities 24 71 - 1,832,811 396,391
Total current liabilities 566,230 3,080,906 16,159,586 7,518,423
NON-CURRENT
Borrowings, financing and debentures 20 - - 10,017,264 7432,019
Leases 19 - - 2,798,794 1975477
Payroll, profit sharing and social charges 2136 - 43763 -
Tax liabilities 22 - - 109,454 122,569
Deferred income tax and social contribution 12 - - 1,288,045 450,561
Provision for tax, civil and labor risks 23 - - 2,000444 201,416
Other non-current liabilities 24 - - 1113139 121,702
Total non-current liabilities 2,136 - 17,370,903 10,303,744
TOTAL LIABILITIES 568,366 3,080,906 33,530,489 17,822,167
SHAREHOLDERS' EQUITY
Capital stock 12,377999 1,485,436 12,377999 1,485,436
Treasury shares 253 (1,667) - (1,667) -
Capital reserves 11,052,135 1,210,924 11,052,135 1,210,924
Legal profit reserve 120,166 (149,020) 120,166 (149,020)
Retained losses (759,937) - (759,937) -
Equity valuation adjustment 4,585,631 815,005 4,585,631 815,005
Shareholders' equity attributed to the Company's controlling
shareholders 27,364,327 3,362,345 27,364,327 3,362,345
Non-controlling interest in shareholders' equity of subsidiaries - - 22,781 -
Total shareholders' equity 27,364,327 3,362,345 27,387,108 3,362,345
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 27,932,693 6,443,251 60,917,597 21,184,512

“The accompanying notes are an integral part of the Financial Statements



NATURA &CO HOLDING S.A.

STATEMENT OF INCOME FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

(In thousands of Brazilian reais - R$, except for earnings per share)

Company Consolidated
Note 2020 2019 2020 2019

CONTINUING OPERATIONS
NET REVENUE 27 - - 36,921,980 14,444,690
Cost of Sales 28 - - (13,229,715) (4,033,454)
GROSS PROFIT - - 23,692,265 10,411,236
OPERATING (EXPENSES) INCOME
Selling, Marketing and Logistics expenses 28 - - (15,702,787) (6,395,586)
Administrative, R&D, IT and Project expenses 28 (92,301) - (5,955,996) (2,405,576)
Impairment loss on trade receivables - - (727,695) (209,515)
Shareholders' equity 16 (392,779) 89,332 - -
Other operating income (expenses), net 31 (171,037) - (516,190) (49,311)
OPERATING (LOSS) PROFIT BEFORE FINANCIAL RESULT (656,117) 89,332 789,597 1,351,248
Financial income 30 191,579 8,161 4,738,391 1,955,784
Financial expenses 30 (185,658) (48,611) (5,773,810) (2,795,874)
Taxes on the formation of the Company - (206,592) - (206,592)
(LOSS) PROFIT BEFORE INCOME TAXAND SOCIAL CONTRIBUTION (650,196) (157,710) (245,822) 304,566

Income tax and social contribution - 10118 (274,744) (149,099)
NET (LOSS) INCOME FOR THE YEAR FROM CONTINUING OPERATIONS (650,196) (147,592) (520,566) 155,467
DISCONTINUED OPERATIONS
NET LOSS FROM DISCONTINUED OPERATIONS 32 - - (143112) -
NET LOSS FOR THE YEAR (650,196) (147,592) (663,678) 155,467
ATTRIBUTABLE TO
The Company~s shareholders (650,196) (147,592) (650,196) 155467
Non-controlling shareholders - - (13,482) -

(650,196) (147,592) (663,678) 155,467

(LOSS) EARNINGS PER SHARE IN THE YEAR -R$
Basic (0.5220) (1.8600) (0.5220) 0.1796
Diluted (0.5220) (1.6873) (0.5220) 01779

“The accompanying notes are an integral part of the Financial Statements



NATURA &CO HOLDING S.A.

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

(In thousands of Brazilian reais - R$)

Company Consolidated
Note 2020 2019 2020 2019
NET (LOSS) INCOME FOR THE YEAR (650,196) (147,592) (663,678) 155,467
Other comprehensive income to be reclassified to income statement
in subsequent periods
Conversion of financial statements of controlled companies abroad 3,352,123 (73,268) 3,360,831 244,100
Unrealized losses on the revaluation of balances between companies 350,950 - 350,950
Exchange rate effect on the conversion from hyperinflationary economy 32160 - 32,160 17,666
Earnings from cash flow hedge operations 6.2 - - 178,006 107,337
Tax effects on losses from cash flow hedge operations - - (61,658) (36,768)
Equity in earnings from cash flow hedge operation 178,006 (15,769) = =
Equity in tax effects on earnings from cash flow hedge operations (61,658) (203) - -
Other comprehensive income not reclassified to income statement
in subsequent periods
Actuarial gain (loss) - - (104,650) (14,374)
Tax effects on actuarial gain (loss) - - 23,694 4,887
Equity on actuarial gain (loss) (104,650) (9,737) - -
Equity on tax effects on actuarial gain (loss) 23,694 4,548 - -
Comprehensive income for the year, net of tax effects 3,120,429 (242,015) 3,115,655 478,315
ATTRIBUTABLE TO
The Company s shareholders 3,120,429 (242,015) 3120429 478,315
Noncontrolling shareholders - - (4,774) -
3,120,429 (242,015) 3,115,655 478,315

“The accompanying notes are an integral part of the Financial Statements



NATURA &CO HOLDING S.A.

STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019
(In thousands of Brazilian reais - R$)

Equity
appraisal
adjust-
Capital Reserves Profit reserve ment
Income
from Shareshol-
transactions ders' equity
with non- Other attributed to
Surplus on Additional -controlling Retained com- controlling Total sha-
Capital Treasury issue/sale Special paid-in sharehol- Tax Incen- Retained (losses) prehensive sharehol- Non-Con- reholders'
Note stock shares of shares reserve capital ders Legal tives earnings earnings income ders trolling equity
BALANCES ON 31
DECEMBER 2018 - Natura
Cosméticos S.A. (Note 2.1®) 427,073 (19,408) 72,216 - 257114 (92,066) 18,650 82,072 1,336,293 - 492,158 2574102 - 2,574102
Net income for the year - - - - - - - - - 392,391 - 392,391 = 392,391
Exchange rate effect
on the conversion from
hyperinflationary economy - - - - - - - - - - 17,666 17666 - 17,666
Other comprehensive
income - - - - - - - - - - 305,82 305,182 - 305,182
Total comprehensive
income for the year S S - S S - - - - 392391 322,848 715,239 - 715,239
Capital increase 52,673 - - - - - - - - - - 52,673 - 52,673
Transactions in stock and
restricted shares option plans
Provision for stock and
restricted shares option plans - - - - 104,078 - - - - - - 104,078 - 104,078
Exercise of stock and
restricted shares option plans - 15,615 16,156 - (34333 - - - - - - (2,562) - (2,562)
Cancellation of shares - RCA
16.12.19 - Protocol and
Justification of Merger - 3,793 (3,793) - - - - - - - - - - -
Interest on equity declared
and not yet distributed
(mandatory minimum) - - - - - - - - - (10,671) - (110,671) - (110,671)
Profit retention reserve - - - - - - - - 206,268 (206,268) = = = =
Constitution of tax
incentive reserve - - - - - - - 75452 - (75452) - - - -
Hyperinflationary economy
adjustment effect - - - - 61,870 - - - (2,052) - - 59,818 - 59,818
AGE 09.17.2019 - Capitalization
of part of the balance of the
Profit Reserve account 1,242,165 - - - - - - - (124265) - - - - -
BALANCES AS OF DECEMBER
31,2019 - Natura Cosméticos
S.A. (Note 2.1@) 172191 = 84,579 - 388729 (92,066) 18650 157524 298344 - 815006 3,392,677 - 3392677
Predecessor adjustments (236,475) - 1,011,819 206,592 (388,729) - (18,650) (157,524) (447364) - - (30,331) - (30,331)
BALANCES AS OF
DECEMBER 31, 2019 1,485,436 - 1,096,398 206,592 - (92,066) a - (149,020) - 815006 3,362,346 - 3,362,346
Net loss for the year - - - - = 5 5 5 - (650,196) - (650196) (13482) (663,678)
Exchange differences
on translation of foreign
operations - - - - - - - - - - 32160 32160 - 32,160
Other comprehensive
income = = 5 = = 5 5 5 5 - 3738465 3738465 8,708 3747173
Total comprehensive income
for the year - = = = = = = = - (650196) 3,770,625 3120429  (4,774) 315,655

EGM April 30, 2020 - -

Subscription of shares through
the Board of Directors' Meeting
held on January 3,2020 3,397,746 - 9877148 - - - - - - - - 13274,894 27555 13,302,449

Subscription of shares through
the Board of Directors' Meeting
held on June 30, 2020 2,000,000 = 118 = = - - 5 5 5 - 200118 - 200118

Subscription of shares through
the Board of Directors' Meeting
held on July 27,2020 14,723 - E - - E E E - - - 14,723 - 14723

Subscription of shares through
the Board of Directors' Meeting
held on Septemiboer 30,2020 18,863 - - - - - - - - - - 18,863 - 18,863

Subscription of shares through
the Board of Directors' Meeting

(147,592) i i i - 147592 i i 1 i -

held on October 8,2020 5,614,750 - - - - - - - - - - 5,614,750 - 5,614,750
Share repurchase - (54,936) - - - - - - - - - (54,9306) = (54,936)
Expenses on the issue

of equity values (212,770) - - - - - - - - - - (212,770) - (212770)

Transactions in stock and
restricted shares option plans

Provision for stock and
restricted shares option plans - - - - 163,322 - - - - - - 163,322 - 163,322

Exercise of stock and
restricted shares option plans 59251 43,269 - - (11,281) - - - - 3,561 - (5,200) - (5,200)

Constitution of tax
incentive reserve - - - - - - - 13,302 - (113,302) - - - -

Effect of Hyperinflationary
economy adjustment - - - - 58496 - - - 8,292 - - 66,788 - 66,788

BALANCES AS OF
DECEMBER 31, 2020 12,377,999 (11,667) 10,974,664 59,000 110,537 (92,066)

113,302 6,864 (759,937) 4,585,631 27,364,327 22,781 27,387,108

*The accompanying notes are an integral part of the Financial Statements



NATURA &CO HOLDING S.A.

STATEMENT OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

(In thousands of Brazilian reais - R$)

Company Consolidated
Note 2020 2019 2020 2019

CASH FLOW FROM OPERATING ACTIVITIES
Net (loss) income for the year (650,196) (147,592) (663,678) 155,467
Adjustments to reconciliate net income for the year with net cash
generated by operating activities:
Depreciation and amortization 17,18 and 19 - - 2,718,856 117416
Interest on short-term investments (23,087) - (103,310) (78,414)
Reversal from swap and forward derivative contracts - - (1,090,299) (38,703)
Provision for tax, civil and labor risks - - 198,568 (24,509)
Inflation adjustment of judicial deposits - - (11,242) (13,352)
Inflation adjustment of contingencies 23 - - 37966 9,758
Income tax and social contribution - (10,118) 274,744 149,099
Company formation tax - 206,592 - 206,592
Income from sale and write-off of property, plant and equipment and intangible 17 and 18 - - 35,555 34,518
Equity in subsidiaries 16 392,779 (89,332) - -
Interest and exchange rate variation on leases - - 62,250 127,398
Interest and exchange rate variation on borrowings and financing 20 62,634 4,345 2,003,147 582,519
Exchange differences on translation of foreign operations (228) - (71,974) 5,764
Provision (reversal of provision) for losses from property, plant and equipment
and intangible 17 and 18 - - 155,463 3,541
Provision (reversal of provision) for stock option plans (29,060) - (44142) 59,232
Actual losses and provision for losses with trade accounts receivables, net of
reversals 9 - - 640,676 209,505
Provision (reversal of provision) for inventory losses, net 10 - - 341,799 147140
Provision (reversal of provision) for post-employment health care plan 29 - - 46,583 19,969
Effect from hyperinflationary economy - - 55,277 51,659
Other provision (reversals) - - (114,286) (134,212)

(247,158) (36,106) 4,471,953 2,590,386
INCREASE (DECREASE) IN
Trade accounts receivable 255,084 - (1,308,030) (212,812)
Inventories - - (1,444,671) (194,698)
Recoverable taxes (215,700) - (770,02) (6,369)
Other assets (2,185) - 152,811 (56,440)
Domestic and foreign trade accounts payable 16,869 - 1,004,231 117,080
Payroll, profit sharing and social charges, net 22,289 - 749,609 (15,855)
Tax liabilities 12103 1,050 382,695 91,520
Other liabilities 71 - (31,135) 21,204

(158,627) (35,056) 3,207,360 2,334,017
OTHER CASH FLOWS FROM OPERATING ACTIVITIES
Payment of income tax and social contribution (4,405) (5) (331,450) (321,262)
Release of judicial deposits - - 66,192 9,674
Payments related to tax, civil and labor lawsuits 23 = = (134,557) (27179)
Payments due to settlement of derivative transactions - - (38,835) (66,420)
Payment of interest on lease 19 - - (225,420) (134,579)
Payment of interest on borrowings, financing and debentures 20 (48,890) - (1,257,665) (493,895)
CASH GENERATED BY (USED IN) OPERATING ACTIVITIES (211,922) (35,061) 1,285,632 1,300,356
CASH FLOW FROM INVESTING ACTIVITIES
Cash from acquisition of subsidiary 4 - - 2,661,878 -
Additions of property, plant and equipment and intangible - - (674,211) (586,395)
Proceeds from sale of property, plant and equipment and intangible - - 104,204 22,682
Short-term investments (1,981,880) (669,769) (10,371,483) (7161,530)
Redemption of short-term investments 2,316,232 - 9,008,931 7,345,389
Redemption of interest on short-term investments 17,505 - 52,667 65,504
Receipt of dividends from subsidiaries 16 128,180 - - -
Investment in subsidiaries 16 (6,832,264) = (102,898) =
CASH GENERATED BY (USED IN) INVESTING ACTIVITIES (6,352,227) (669,769) 679,088 (314,350)
CASH FLOW FROM FINANCING ACTIVITIES
Repayment of lease - principal 19 - - (843,338) (497,905)
Repayment of borrowings, financing and debentures - principal 20 (2,881,160) (20,962) (8,483,892 (2,643,575)
New borrowings, financing, and debentures 20 500,000 2,900,000 1,354,765 5,346,145
Acquisition of treasury shares, after receipt of option strike price 4,315 - 51145 (2,562)
Payment of dividends and interest on equity for the previous year - - (133,937) (152,938)
Receipt of funds due to settlement of derivative transactions - - 211,722 3,992
Acquired company's liability incurred by acquiror (370,791) - (370,791) -
Capital Payment - - - 52,673
Capital Increase 7436,684 206,592 7436,684 206,592
CASH GENERATED BY (USED IN) FINANCING ACTIVITIES 4,689,048 3,085,630 (777,642) 2,312,422
Effect of exchange rate variation on cash and cash equivalents - - 121,012 106
DECREASE IN CASH AND CASH EQUIVALENTS (1,875,101) 2,380,800 1,308,090 3,298,534
Opening balance of cash and cash equivalents 7 2,380,800 - 4,513,582 1,215,048
Closing balance of cash and cash equivalents 7 505,699 2,380,800 5,821,672 4,513,582
DECREASE IN CASH AND CASH EQUIVALENTS (1,875,101) 2,380,800 1,308,090 3,298,534

*The accompanying notes are an integral part of the Financial Statements



NATURA &CO HOLDING S.A.
STATEMENT OF VALUE ADDED FOR THE YEARS ENDED DECEMBER 31,2020 AND 2019
(In thousands of Brazilian reais - R$)

Company Consolidated

Note 2020 2019 2020 2019
INCOME (171,038) - 40,720,551 18,474,068
Sale of goods, products and services - - 41,674,641 18,342,780
Provision for doubtful accounts, net of reversals 9 - - (324113) 21,247
Other operating expenses, net (171,038) - (629,977) 110,041
INPUTS ACQUIRED FROM THIRD PARTIES (28,557) = (28,498,399) (10,776,149)
Cost of products sold and services provided - - (14,835,671) (5,413,253)
Materials, electricity, outsourced services and others (28,557) - (13,662,727) (5,362,896)
GROSS VALUE ADDED (199,595) - 12,222,152 7,697,919
RETENTIONS - - (2,718,856) (1,117,416)
Depreciation and amortization 17,18 and 19 - - (2,718,856) (1M7416)
VALUE ADDED PRODUCED BY THE COMPANY (199,595) - 9,503,296 6,580,503
TRANSFERRED VALUE ADDED (201,200) 97,493 4,738,391 1,955,784
Equity in subsidiaries 16 (392,779) 89,332 - -
Financial income - including inflation adjustments and
exchange rate variations 30 191,579 8,161 4,738,391 1,955,784
TOTAL VALUE ADDED TO DISTRIBUTE (400,795) 97,493 14,241,687 8,536,287
DISTRIBUTION OF VALUE ADDED (400,795) 100% 97,493 100% 14,241,687 100% 8,536,287 100%
Payroll and social charges 29 63,744  -16% - 0% 7146,565 50% 3,010938 35%
Taxes, fees and contributions - 0% 196,474 201% 1970474 4% 2,545969 30%
Financial expenses and rentals 185,657 -46% 48,61  50% 5788326  41% 2823913 33%
Retained losses (650196) 162% (147592) -151% (650/196) -5% 10671 1%
Minority holders' share in the retained profit - - - - (13,482) - 44,796 1%

“The accompanying notes are an integral part of the Financial Statements
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1. GENERAL INFORMATION

NATURA &CO HOLDING S.A. ("Natura &Co"), previously Natura Holding
S.A., was incorporated on January 21, 2019 under the Brazilian laws and
is engaged in holding investments in other entities in the cosmetics, fra-
grances and personal hygiene business through the development, man-
ufacturing, distribution and sales of related products. Natura &Co and its
subsidiaries is referred to as the "Company”.

The brands under management by the Company include "Natura",
“Avon’, "The Body Shop" and "Aesop". In addition to using the retail mar-
ket, e-commerce, business-to-business (B2B) and franchises as product
sales channels, its subsidiaries are engaged in the direct sales channel,
through consultants that act as sales representatives of the Natura and
Avon brands.

In December 2019, Natura &Co became the holder of 100% of the shares
of Natura Cosméticos S.A. ("Natura”), under the ticker NATU3. Accord-
ingly, since December 18, 2019, ("NATU3") shares stopped being traded
at B3 and ("NTCO3") shares started to be traded at B3's Novo Mercado
segment. After several restructuring activities carried out for the acqui-
sition process of Avon Products, Inc. ("Avon”), which was completed on
January 3, 2020 (note 4), the Natura &Co became the holding company
of the Natura Group. Additionally, on January 6, 2020, the Natura &Co be-
gan trading American Depositary Receipts (ADRs) on the New York Stock
Exchange ("NYSE"), under the ticker "NTCO"

2. MANAGEMENT STATEMENT AND BASIS FOR
PRESENTATION OF THE FINANCIAL STATEMENTS

The individual and consolidated financial statements have been prepared
and are being presented in accordance with accounting practices adopted
in Brazil, which comprise the rules of the Brazilian Securities and Exchange
Commission ("CVM") and the standards of the Brazilian Accounting Stan-
dards Committee ("CPC") and in accordance with the International Finan-
cial Reporting Standards ("IFRS") issued by the International Accounting
Standards Board ("IASB"), and by the statements from the Brazilian Corpo-
ration Law. The financial statements show all the relevant information spe-
cific to the financial statements, and only that, which are consistent with
those used by Management.

The comparative historical consolidated information presented, for the
statements of income, comprehensive income, changes in equity, cash
flows and added value for the year ended December 31, 2019, do not in-
clude information from the subsidiary Avon Products Inc., since the Busi-
ness Combination was completed on January 3, 2020.

The financial statements were approved by the Board of Directors and au-
thorized for issuance on the meeting held on March 3, 2021.

a) Statement of relevance

The Company's Management states that applied the OCPC 7 - Evidenciagdo
na Divulgagao dos Relatérios Contabil-Financeiros de Propésito Geral, and
CVM Resolution 727/14, meeting the minimum requirements and, at the same
time, disclosing only relevant information to assist readers in making deci-
sions. Therefore, all the relevant information used in business management
are highlighted in this document.

The individual and consolidated financial statements were prepared based
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on the historical cost, except for derivative financial instruments, financial in-
vestments and carbon credits recognized in other current and non-current
assets that were measured at fair value and are expressed in thousands of
Brazilian Reais ("R$"), rounded to the nearest thousand, as well as the disclo-
sure of amounts in other currencies, when necessary, were also expressed in
thousands. Items disclosed in other currencies are duly identified, whenever
applicable.

3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES

The main accounting policies applied in the preparation of these individual
and consolidated financial statements are defined below. These policies have
been applied consistently in all years presented, with the exception of (i) the
presentation of segment information (note 26), which changed as a result of
the acquisition of Avon (note 4) and (i) the application of the practical expedi-
ent related to benefits granted in lease agreements that occurred as a direct
conseguence of the Covid-19 pandemic.

3.1 CURRENT VERSUS NON-CURRENT CLASSIFICATION

The Company presents assets and liabilities in the statement of financial posi-
tion based on current/non-current classification. An asset is current when it is
(i) expected to be realized or intended to be sold or consumed in the normal
operating cycle; (i) held primarily for the purpose of trading; (iii) expected to
be realized within twelve months after the reporting period; or (iv) cash or cash
equivalent unless restricted from being exchanged or used to settle a liability
for at least twelve months after the reporting period. All other assets are clas-
sified as non-current.

Aliability is current when (j) it is expected to be settled in the normal operating
cycle; (i) it is held primarily for the purpose of trading; (iii) it is due to be settled
within twelve months after the reporting period; or (iv) there is no unconditional
right to defer the settlement of the liability for at least twelve months after the
reporting period. The Company classifies all other liabilities as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabil-
ities, as disclosed on note 3.18.

3.2 FOREIGN CURRENCY TRANSLATION

Functional currency

The items included in the financial statements of the Company and each of
the companies included in the consolidated financial statements are mea-
sured using the currency of the main economic environment in which each
the companies operates ("functional currency”).

3.21TRANSACTIONS AND BALANCES IN A

CURRENCY OTHER THAN THE FUNCTIONAL CURRENCY
Foreign currency transactions, that is, any currency other than the functional
currency, are converted into the functional currency of the entities included
in these consolidated financial statements using the exchange rates prevail-
ing on the dates of the transactions. The financial statements are presented in
thousands of Brazilian Reais (R$), corresponding to the functional currency of
the Company's presentation.

Balance sheet account balances are remeasured using the exchange rates
prevailing at the end of the reporting period. Foreign exchange gains and
losses arising on the settlement of such transactions and the remeasured of
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monetary assets and monetary liabilities denominated in foreign curren-
cy are recognized in the statement of income, as "Financial income” and

“"Financial expenses”

3.2.2 SUBSIDIARIES WITH DIFFERENT

FUNCTIONAL CURRENCY

In preparing the consolidated financial statements, the statement of income
and statement of cash flows and all other changes of assets and liabilities of
foreign subsidiaries, whose functional currency is not the Brazilian Real, are
translated into Brazilian Reais at the monthly average exchange rates, which
approximates the exchange rate in effect on the date of the transactions.

The balance sheet is translated into reais at the exchange rate prevailing at the
reporting date. The effects of exchange rate variations resulting from these
translations are presented under the Other Comprehensive Income ("OCI") in

the statement of comprehensive income, and in equity.

The translation calculation is different for Natura Cosméticos S.A. — Argentina
("Natura Argentina”), which became a hyperinflationary economy as of July 1,
2018 (see below), in which the balance sheet is translated into Brazilian Reais at

the exchange rates prevailing at the reporting date.

3.2.3 HYPERINFLATIONARY ECONOMY

Starting on July 2018, Argentina has been considered a hyperinflationary
economy. As per CPC 42 - Financial Reporting in Hyperinflationary Econo-
mies (IAS 29), the non-monetary assets and liabilities, equity items and the
statement of income of the subsidiary Natura Argentina, whose functional
currency is the Argentinean peso, are adjusted so that the figures are report-
ed in the monetary measurement unit at the reporting date. The monetary
unit considers the effects measured by the Consumer Price Index ("IPC")in Ar-
gentina starting January 1st, 2017, and Argentina’s Domestic Retail Price Index
("IPIM") up to December 31, 2016. Consequently, as required by CPC 42 (IAS 29),
the operating results of the subsidiary Natura Argentina must be disclosed as
highly inflationary starting from July 1, 2018 (with reflections from January 1st,
2018, year in which the existence of hyperinflation was first identified).

Non-monetary assets and liabilities recorded at historical cost and equity
items of Natura Argentina were adjusted for inflation based on the aforemen-
tioned indices, and effects of hyperinflation resulting from changes in the
overall purchasing power were presented in the statement of income. The
statement of income is adjusted at the end of each reporting period based on

the variation in the general price index for the period.

The net effect of inflation adjustment in 2020 on (i) non-monetary as-
sets and liabilities, (ii) items in the statement of changes in equity, and (jii)
statement of income, was presented in a specific line for hyperinflation as

finance expenses (see note 30).

For the translation of the accounting balances of the subsidiary Natura Argen-
tina to the presentation currency (R$) used in the Company's individual

and consolidated financial statements, the following procedures, as re-
quired by CPC 02 (R2) - The effects of changes in foreign exchange rates
(IAS 21), were adopted:
Assets, liabilities and equity items balances were translated at the ex-
change rate prevailing at the reporting date (0.06189 Argentinean peso
for each Brazilian Real in December 2020); and
Revenues and expenses of the year were translated at the exchange rate
prevailing at the reporting date (0.06189 Argentinean peso for each Bra-
zilian Real in December 2020), instead of the average exchange rate of
the period, which is used to translate currencies in non-hyperinflation-

ary economies;

The accumulated inflation for the year ended December 31, 2020 was 36.1%
(54.5% as at December 31,2019), as per IPC index.

As of December 31, 2020, the application of CPC 42 (IAS 29) resulted in (i) a neg-
ative impact on the financial expenses of R$ 20,625 (R$ 13,947 as at December
31, 2019), and (i) a negative impact on net income for the year of R$106,206
(R$68,940 as at December 31,2019).

The translation of the statement of income at the exchange rate on the report-
ing date, instead of average monthly exchange rate of the year, resulted in a
positive impact on OCl for the fiscal year ended December 31,2020 of R$32,160
(R$17,666 as at December 31,2019).

3.3 CONSOLIDATION
The following procedures are applied in the preparation of the consolidated

financial statements:

a) Investments in subsidiaries

The Company controls an entity when it is exposed to, or is entitled to, the vari-
able returns arising from its involvement with the entity and can affect those
returns by exercising its power over the entity. The financial statements of sub-
sidiaries are included in the consolidated financial statements from the date
when the Company obtains control until the date when the control ceases to

exist. The Company has interests in subsidiaries only.

In the individual financial statements, the investments in subsidiaries are ac-
counted for using the equity method. The financial statements of the sub-
sidiaries are prepared as at the same reporting date as the parent company.
Whenever necessary, adjustments are made to suit subsidiaries accounting

policies to those of the Company.

In accordance with the equity method, the portion attributable to the Compa-
ny on the net profit or loss for the year of these investments is recorded in the
statement of income of the parent company under the line “Equity income” All
intra-group balances, income and expenses and unrealized gains and losses
arising from intra-group transactions are eliminated completely. The OCI of
subsidiaries is recorded directly in the Company's equity under the item “"OCI"
Below is a list of the Company's subsidiaries as of December 31,2020 and 2019:

Ownership - %

2020 2019

Direct ownership
Avon Products, Inc 100.00 -
Natura Cosméticos S.A. 100.00 100.00
Natura &Co International S.ar.l 100.00 -
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In the preparation of the consolidated financial statements, financial
statements as at the same reporting date and consistent with the Com-
pany's accounting policies were used. Investments were eliminated in
proportion to the investor's interest in shareholders' equity and in the re-
sults of subsidiaries, assets and liabilities balances, income and expenses
and unrealized results, net of income tax and social contribution, resulting
from operations between the companies.

Direct subsidiaries activities are as follows:

Natura Cosmeéticos S.A.: is a publicly-held corporation, established
in accordance with the laws of the Federative Republic of Brazil on
June 6, 1993, for an indefinite term. Founded in 1969 in the Federal
State of Sao Paulo, Brazil, it is among the ten largest direct sales com-
panies in the world. Under the Natura brand, most of products are
developed from natural ingredients originating from Brazilian bio-
diversity and distributed predominantly through direct sales by in-
dependent beauty consultants. The subsidiary's focus is the sale of
cosmetics and fragrances in general. It also operates through e-com-
merce and has an expanded network of its own physical stores, with
61 stores in Brazil (43 in 2019), 7 stores abroad (France, Argentina and
Chile) in 2020 (9 stores in 2019), and 474 franchised stores (256 in 2019).
The Body Shop International Limited (The Body Shop) e Emeis Holding
Pty Ltd. (Aesop) subsidiaries are also classified in this entity.

Avon Products, Inc.: a global manufacturer and marketer of beauty
and related products, with operations started in 1886 and established
under the laws of the State of New York in the United States of Amer-
ica on January 27, 1916. It conducts its business in the beauty sector
and other consumer products through direct selling companies to
create, manufacture and market beauty and non-beauty products.
Its business is carried out mainly through one channel: direct selling.
Natura &Co International S.a r.l.: company established in 2020 with
the purpose of acquiring, managing and selling stakes in national and
foreign companies, in addition to raising and lending funds to other
entities consolidated by the Company.

b) Ownership interest of non-controlling shareholders

The Company opted to measure any non-controlling interest initially by
the proportionate interest in acquiree’s identifiable net assets on the ac-
quisition date. Changes in the Company’s interest in a subsidiary that do
not result in loss of control are recorded as “Transactions with sharehold-

ers” in the statement of changes in equity.

As at December 31, 2020, and 2019, there are no subsidiaries directly or in-
directly controlled that have significant interests held by non-controlling
shareholders.

3.4 BUSINESS COMBINATIONS AND GOODWILL

Business combinations (except for those involving entities under com-
mon control) are accounted for by applying the acquisition method. The
consideration transferred is measured at fair value as at the date of the
acquisition, as well as the identifiable assets acquired, and liabilities as-
sumed. The consideration transferred does not include amounts related
to the settlement of pre-existing relationships, which are generally recog-
nized in the statement of income for the year.

The Company determines that it has acquired a business when the ac-
quired set of activities and assets include an input and a substantive pro-
cess that together significantly contribute to the ability to create outputs.
The acquired process is considered substantive if it is critical to the ability
to continue producing outputs, and the inputs acquired include an organized
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workforce with the necessary skills, knowledge, or experience to perform that
process or it significantly contributes to the ability to continue producing out-
puts. The financial assets and liabilities assumed are assessed for appropriate
classification and designation in accordance with the contractual terms, eco-
nomic circumstances and pertinent conditions as at the acquisition date.

Acquisition-related costs are recorded as expenses as incurred and recog-
nized as other operating expenses. Any goodwill arising from the transac-
tion is tested annually for impairment, and when circumstances indicate
that the carrying value may be impaired.

Goodwill is initially measured at cost, as the excess of the aggregate amount
of (i) the consideration transferred, measured at fair value; (i) the amount of
any non-controlling interest in the acquiree; and (jii) in a business combination
achieved in stages, the fair value of the acquirer’s previously held equity inter-
est in the acquiree at the acquisition-date; over the net of the amounts of the
identifiable assets acquired and the liabilities assumed. When this aggregate
amount is lower than the net of the amounts of the identifiable assets acquired
and the liabilities assumed, a gain on a bargain purchase is recognized imme-
diately in the statement of income. Subsequently, goodwiill is measured at cost
less any accumulated impairment losses. For the purpose of impairment test-
ing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Company’s cash-generating units ("CGU") that are ex-
pected to benefit from the combination, irrespective of whether other assets
or liabilities of the acquiree are assigned to those units.

In a business combination involving entities under commmon control, in
which all of the combining entities or business are ultimately controlled
by the same party or parties both before and after the business combina-
tion, and that control is not transitory, the Company applies the predeces-
sor accounting method.

When applying this method, the financial statements consider the histor-
ical accounting records of the acquired entity as equivalent to the Com-
pany's records, reflecting (a) the operating results and equity position of
the acquired company in previous years; (b) the operating results of the
Company and its acquired entity resulting from the restructuring; (c) the
Company's assets and liabilities at historical cost (and at the preceding fair
value, when applicable); and (d) the earnings per share of the Company in
all years presented (adjusted when applicable). In these cases, therefore,
there is no calculation of goodwill and any effect recorded in equity.

3.5 CASH AND CASH EQUIVALENTS

Cash and cash equivalents are maintained for the purpose of meeting
short-term cash commitments, not for investment or other purposes.
Cash and cash equivalents include cash, demand deposits and short-term
investments realizable within 90 days of the original date of the security
or considered to be highly liquid granted by the issuer or convertible into
a known amount of cash and which are subject to an insignificant risk of
changes in value. Instruments that are not eligible for the classification of
cash and cash equivalents, due to their liquidity, maturity or even the risk
of changes in value, are classified as short term investments.

3.6 FINANCIAL INSTRUMENTS

3.6.1FINANCIAL ASSETS

Initial recognition and measurement

Upon initial recognition, a financial asset is measured at fair value and, sub-
sequently, is measured at amortized cost, at fair value through other com-
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prehensive income ("FVTOCI"), or at fair value through profit or loss ("FVTPL").
The classification of financial assets at initial recognition depends on the
characteristics of the contractual cash flows of the financial asset and the
business model of Company and its subsidiaries for the management of
these financial assets. The business model for managing financial assets re-
fers to how the company manages its financial assets in order to generate
cash flows. The business model determines whether cash flows will result
from collecting contractual cash flows, selling the financial assets, or both.
Financial assets classified and measured at amortized cost are held within a
business model with the objective to hold financial assets in order to collect
contractual cash flows, while financial assets classified and measured at fair
value through OCI are held within a business model with the objective of
both holding to collect contractual cash flows and selling.

Except for trade accounts receivable that do not contain a significant fi-
nancing component or to which the Company has applied the practical
expedient, the Company initially measures a financial asset at its fair value
plus transaction costs, in the case of financial asset not measured at fair
value through profit or loss. In general, all financial assets are subsequent-
ly measured at fair value through profit or loss.

Subsequent measurement

Financial assets at amortized cost

Financial assets at amortized cost are subsequently measured using the
effective interest method and are subject to impairment analysis. Gains
and losses are recognized in the statement of income when the asset is
derecognized, modified, or impaired.

The financial assets of the Company and its subsidiaries classified as at
amortized cost include trade accounts receivable, other current assets
(except for carbon credits measured at fair value, as disclosed in note 3.9)
and non-current assets balances (see note 6.6).

Financial assets at fair value through OCI (debt instruments)

For debt instruments at fair value through OCI, interest income, foreign
exchange remeasurement and impairment losses or reversals are recog-
nized in the statement of income and calculated in the same manner as for
financial assets measured at amortized cost. The resulting changes in fair
value are recognized in OCI; upon derecognition, the cumulative fair value
change recognized in OCl is recycled to profit or loss. The Company and its
subsidiaries do not hold any financial asset classified under this category.

Financial assets classified as at fair value through OCI (equity instruments)
Upon initial recognition, the Company can elect to irrevocably classify its
equity investments as equity instruments designated at fair value through
OCI when they meet the definition of equity under CPC 39/ IAS 32- Finan-
cial Instruments: Presentation and are not held for trading. Classification
is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or
loss. Dividends are recognized as other operating income (expenses), net,
in the statement of income when the right of payment has been estab-
lished, except when the Company benefits from such proceeds as a re-
covery of part of the financial asset’s cost, in which case, such gains are
recorded in OCI. Equity instruments classified as at fair value through OCI
are not subject to impairment assessment. The Company and its subsid-
iaries do not hold any financial asset classified under this category.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are carried in the state-
ment of financial position at fair value with net changes in fair value recog-
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nized in the statement of income. This category includes derivative instru-
ments and short-term investments which the Company and its subsidiaries
had not irrevocably elected to classify as at fair value through OCI.

Reassessment only occurs if there is either a change in the terms of the
contract that significantly modifies the cash flows that would otherwise
be required or a reclassification of a financial asset out of the fair value
through profit or loss category.

Derecognition (write-off) of financial instruments

A financial asset (or, where applicable, a part of a financial asset or part of
a group of similar financial assets) is derecognized when the rights to re-
ceive cash flows from the asset have expired, when the Company and its
subsidiaries transfer its rights or risk to receive cash flows of the asset or
when the Company and its subsidiaries have assumed an obligation to pay
the full amount of received cash flows, without significant delay to a third
party under an on-lending agreement and either (i) the Company and its
subsidiaries transfer substantially all risks and benefits of the asset, or (ii) the
Company and its subsidiaries neither transferred nor retained substantially
all risks and benefits of the asset, but transferred the asset control.

When the Company and its subsidiaries transfer its rights to receive cash
flows of an asset or execute an on-lending agreement, it assesses wheth-
er, and at which extent, they have retained the risks and benefits of own-
ership. When the Company and its subsidiaries neither transfers or retains
substantially all risks and benefits of the asset, nor transferred the control
over the asset, the Company and its subsidiaries continue to recognize the
asset transferred to the extent of its continued involvement. In this case,
the Company and its subsidiaries also recognize an associated liability.
The transferred asset and the associated liability are measured on a basis
that reflects the rights and obligations that the Company and its subsid-
iaries have retained.

Impairment of financial assets

The Company and its subsidiaries recognize an allowance for expected
credit losses ("ECL") for all debt instruments not held at fair value through
profit or loss. ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the cash flows that
the Company and its subsidiaries expect to receive, discounted at an ap-
proximation of the original effective interest rate.

ECLs are recognized in two stages. For credit exposures for which there has
not been a significant increase in credit risk since initial recognition, ECLs
are provided for credit losses that result from default events that are possible
within the next 12-months (a 12-month ECL). For credit exposures for which
there has been a significant increase in credit risk since initial recognition, a
loss allowance is required for credit losses expected over the remaining life of
the exposure (a lifetime ECL), irrespective of the timing of the default.

For trade accounts receivable, the Company and its subsidiaries apply a sim-
plified approach in calculating ECLs. Therefore, the Company and its subsid-
iaries do not track changes in credit risk, but instead recognize a loss allow-
ance based on lifetime ECLs at each reporting date. The Company and its
subsidiaries have recorded a provision that is based on its historical credit loss
experience, adjusted for forward-looking factors specific to the debtors and
the economic environment. Further details are disclosed in note 5.6.

The Company and its subsidiaries consider a financial asset in default when in-
ternal or external information indicates that the Company is unlikely to receive
the outstanding contractual amounts in full. A financial asset is written off when
there is no reasonable expectation of recovering the contractual cash flows.
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3.6.2 FINANCIAL LIABILITIES

Initial recognition and measurement

All financial liabilities are recognized initially at fair value and, in the case
of borrowings, financing and debentures, net of directly attributable
transaction costs. The Company and its subsidiaries’ financial liabilities
include borrowings, financing and debentures (note 20), derivative finan-
cial instruments (note 6) and trade accounts payable and reverse factor-
ing operations (note 21).

Subsequent measurement

For purposes of subsequent measurement, financial liabilities are classi-
fied in two categories: (i) financial liabilities at fair value through profit or
loss; or (ii) financial liabilities at amortized cost.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial lia-
bilities held for trading and financial liabilities classified upon initial recog-
nition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for
the purpose of repurchasing in the near term. This category also includes
derivative financial instruments entered into by the Company that are not
designated as hedging instruments in hedge relationships as defined by
CPC 38 /1AS 39 - Financial Instruments. Separated embedded derivatives
are also classified as held for trading unless they are designated as effec-
tive hedging instruments.

Gains or losses on liabilities held for trading are recognized in the state-
ment of income.

Financial liabilities designated upon initial recognition at fair value
through profit or loss are designated at the initial date of recognition, and
only if the criteria in CPC 48 (IFRS 9) are satisfied. The Company has not
designated any financial liability as at fair value through profit or loss, ex-
cept for derivatives and carbon credits (notes 3.6.3 and 3.9), respectively.

Financial liabilities at amortized cost

This is the most relevant category for the Company and its subsidiaries.
After initial recognition, interest-bearing borrowings and financing are
subsequently measured at amortized cost using the effective interest
method. Gains and losses are recognized in profit or loss when the liabili-
ties are derecognized as well as through the effective interest rate amor-
tization process.

Amortized cost is calculated by considering any premium or discount on
acquisition and fees or costs that are an integral part of the effective in-
terest method. The effective interest amortization is included as finance
costs in the statement of income.

This category generally applies to borrowings and financing granted and
contracted, subject to interest, included in note 20.

Derecognition

A financial liability is derecognized when the obligation under the liabili-
ty is discharged, cancelled or expires. When an existing financial liability
is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such
an exchange or modification is treated as the derecognition of the orig-
inal liability and the recognition of a new liability. The difference in the
respective carrying amounts is recognized in the statement of income.
Offsetting of financial instruments
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Financial assets and financial liabilities are offset, and the net amount is
reported in the statement of financial position if there is a currently en-
forceable legal right to offset the recognized amounts and there is an in-
tention to settle on a net basis, to realize the assets and settle the liabilities

simultaneously.

The offsetting of financial instruments is also applied to bank balances
subject to the central treasury management system (“cash pooling”) insti-
tuted with the financial institution, in which the current account positions
of the Company and its subsidiaries (including overdraft balances) they
are offset since the Company has a legally enforceable right to settle at
the net amount and intends to settle the positions on a net basis.

3.6.3 DERIVATIVE FINANCIAL INSTRUMENTS

Derivative instruments transactions contracted by the Company and its
subsidiaries consist of swaps and non-deliverable forwards intended ex-
clusively to hedge against the foreign exchange risks related to balance
sheet positions, acquisitions of inputs and property, plant and equipment,
forecasted exports and forecasted foreign-denominated cash outflows
for capital increases in foreign subsidiaries.

They are measured at fair value, and changes in fair value are recognized
through profit or loss, except when they are designated as cash flow
hedges, to which changes in fair value are recorded in OCI.

The fair value of derivative instruments is measured by the treasury de-
partments of the Company and its subsidiaries based on information on
each contracted transaction and related market inputs as at reporting
date, such as interest and exchange rates.

For the purpose of hedge accounting, hedges are classified as (i) fair value
hedges when hedging the exposure to changes in the fair value of a rec-
ognized asset or liability or an unrecognized firm commitment; (ii) cash
flow hedges when hedging the exposure to variability in cash flows that is
either attributable to a particular risk associated with a recognized asset
or liability or a highly probable forecast transaction or the foreign cur-
rency risk in an unrecognized firm commitment; or (iii) hedges of a net
investment in a foreign operation.

Even with the adoption of CPC 48 / IFRS 9, the Company and its subsidiaries
opted to maintain the hedge accounting practice in accordance with CPC
38 /1AS 39, according to the transition method provided for in item 7.2.21 of
CPC 48 /IFRS 9.

At the inception of a hedge relationship, the Company and its subsidiar-
ies formally designate and document the hedge relationship to which it
wishes to apply hedge accounting, the risk management objective and
the strategy for undertaking the hedge.

The documentation includes identification of the hedging instrument, the
hedged item, the nature of the risk being hedged and how the Company will
assess the effectiveness of changes in the hedging instrument’s fair value in
offsetting the exposure to changes in the hedged item's fair value or cash flows
attributable to the hedged risk. Such hedges are expected to be highly effec-
tive in achieving offsetting changes in fair value or cash flows and are assessed
on an ongoing basis to determine that they actually have been highly effective
throughout the financial reporting periods for which they were designated.

During the years ended on December 31,2020 and 2019, the Company did
not enter transactions related to hedge of fair value or hedge of net in-
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vestment. Cash flow hedges that meet all the qualifying criteria for hedge
accounting are accounted for as described below.

Cash flow hedges

Consists in providing hedge against variation in cash flows attributable
to a specific risk related to a known asset or liability or a highly probable
forecast transaction and that may affect profit or loss.

The effective portion of changes in fair value of derivative instruments
that is designated and qualified as cash flow hedge is recognized in OCI
and accumulated in the item “Gain (loss) from cash flow hedge opera-
tions” and “tax effect on gain (loss) from cash flow hedge operations” In a
cash flow hedge, the effective portion of gain or loss from the hedge in-
strument is recognized directly in OCI, in equity, while the ineffective por-
tion of hedge is immediately recognized in finance income (expenses).

For the years ended on December 31, 2020 and 2019, the Company and
its subsidiaries used derivative financial instruments, applying cash flow
hedge accounting and, as disclosed in note 6.6, for hedge against the risk
of change in exchange rates related to borrowings in foreign currency
and purchase and sale transactions in foreign currency and intercompa-
ny borrowings operations that (i) are highly related to the changes in the
market value of the hedged item, both at the beginning as well as during
contract term (effectiveness between 80% and 125%), (ii) have documen-
tation of the operation, hedged risk, risk management process and meth-
odology used in assessing effectiveness, and (i) are considered effective
to reduce therisk related to the exposure to be hedged. It allows the appli-
cation of the hedge accounting methodology, with their fair value mea-
surement effect being recognized in equity and from their realization, on
profit or loss in the line item related to the hedged item.

Hedge accounting is discontinued when the Company and its subsidiar-
ies terminate the hedge relationship, the hedge instrument matures or
is sold, revoked or executed, or no longer qualifies to hedge accounting.
Any gains or losses recognized in OCI| and accumulated in equity up to
that date remain in equity and are recognized when the forecasted trans-
action is eventually recognized in profit or loss.

If a planned transaction results in the subsequent recognition of a non-fi-
nancial asset or liability, the cumulative gain or loss in OClI is recycled to
profit or loss during the same year for which the non-financial asset ac-
quired or non-financial liability assumed affects the profit or loss. For ex-
ample, when the non-financial asset is depreciated or sold.

On the other hand, if a planned transaction results in the subsequent rec-
ognition of a financial asset or liability, the cumulative gain or loss in OCI
is recycled to profit or loss during the same period for which the financial
asset acquired or financial liability assumed affects the profit or loss. For
example, when financial income or expense is recognized.

When the forecasted transaction is no longer expected, cumulative
gains or losses deferred in equity are immediately recognized in the
statement of income.

The Company assesses, throughout the hedge term, the effectiveness of
its derivative financial instruments, as well as changes in their fair value.
For the years ended December 31, 2020 and 2019, there were no losses
related to the ineffective portion recognized in statement of income. The
fair values of derivative financial instruments are disclosed in note 6.6.
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3.7 TRADE ACCOUNTS RECEIVABLE

Trade accounts receivable correspond to amounts receivable for the sale
of goods and services in the normal course of the activities of the Com-
pany and its subsidiaries and are recognized to the extent that the con-
sideration that is unconditional is due by the customer (that is, only the
passage of time required before payment of the consideration is due).

3.8 INVENTORIES
Inventories are valued at the lower of cost and net realizable value. Net
realizable value is the estimated selling price in the ordinary course of
business, less estimated costs of completion and the estimated costs nec-
essary to make the sale.

The Company and its subsidiaries consider the following items when de-
termining its provision for inventory losses: discontinued products, prod-
ucts with slow turnover, expired products or products nearing the expi-
ration date and products that do not meet quality standards, recorded as
"Cost of sales”

3.9 CARBON CREDITS - CARBON NEUTRAL PROGRAM
In 2007, the Company and its subsidiaries assumed a commitment to be
a Carbon Neutral company, which is to neutralize its emissions of green-
house gas ("GHG"), throughout its production chain, from extraction of
raw materials to post- consumption. The commitment, which currently
refers only to operations under the Natura brand, is not a legal obligation,
since Brazil does not have a reduction target, despite being a signatory to
the Kyoto Protocol. For this reason, it is considered a constructive obliga-
tion under CPC 25/ IAS 37 - Provisions, Contingent Liabilities and Contin-
gent Assets, which requires the recognition of a provision in the financial
statements if it is subject to disbursement and measurable.

The liability is estimated through annually audited inventories of carbon emis-
sions and measured at fair value based on the market price for the acquisition
of licenses for neutralization. On December 31, 2020, the balance recorded as
"Other non-current liabilities" (see note 24), refers to the total carbon emissions
during the period of 2007 to 2020 that have not yet been offset by correspond-
ing projects and therefore no execution of the carbon certificate.

The Company and its subsidiaries elected to make purchases of carbon
credits by investing in projects with environmental benefits arising from the
voluntary market. Thus, the costs will generate carbon credits after comple-
tion or maturation of these projects. Such expenses were recorded at their
respective fair value in the line item “Other current assets” (see note 15).

Upon effective delivery of the related carbon credit certificates to the Com-
pany and its subsidiaries, the obligation of being carbon neutral is effectively
fulfilled; therefore, the asset balances are offset against those of the liabilities.

The difference between the carrying amounts of assets and liabilities as at
December 31, 2020 refers to the amount of cash disbursed in advance for
investments in ongoing projects and, for this reason, not yet available for
neutralization of emissions and offset of the liability.

3.10 PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment is measured at cost of acquisition or con-
struction, plus interest capitalized during construction period, in the case of
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qualifying assets, and reduced by accumulated depreciation and impair-
ment losses, if applicable. Depreciation methods, useful lives and residual
values are reviewed at each reporting date and adjusted, if applicable.

Land is not depreciated. Depreciation of the other assets is calculated to
reduce the cost of items of property, plant and equipment less their es-
timated residual values using the straight-line method over their useful
lives and is recognized in the statement of income. The estimated useful
lives of the assets are mentioned in note 17.

Gains and losses on disposals are calculated by comparing the proceeds
from the sale with the net carrying amount and are recognized in the
statement of income as “"Other operating income (expenses), net”.

Subsequent expenditure is capitalized only if it is probable that the future
economic benefits associated with the expenditure will flow to the Com-
pany and its subsidiaries.

3.11 INTANGIBLE ASSETS

Intangible assets acquired separately are measured on initial recognition
at cost. The cost of intangible assets acquired in a business combination
is their fair value at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortization
and accumulated impairment losses. Internally generated intangibles,
excluding capitalized development costs, are not capitalized and the re-
lated expenditure is reflected in profit or loss in the period in which the
expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or in-
definite.

Intangible assets with finite lives are amortized over the useful econom-
ic 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 each reporting date. 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 es-
timates. The amortization expense on intangible assets with finite lives is
recognized in the statement of profit or loss 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, and when circumstances indicate that
the carrying value may be impaired, either individually or at the CGU
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.

An intangible asset is derecognized upon disposal (i.e., at the date the
receiver of the asset obtains control) or when no future economic ben-
efits are expected from its use or disposal. Any gain or loss arising upon
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 profit or loss in the line item “other operating income
(expenses), net”.

The main classes of intangibles are set forth below.
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3.11.1 SOFTWARE

Licenses of software and enterprise management systems acquired are
capitalized and amortized according to the useful lives described in note
18, and maintenance costs are recognized as expenses when incurred.
System acquisition and implementation costs are capitalized as intangible
assets when the asset is identified, when there is evidence that future eco-
nomic benefits will flow into the entity and when the asset is controlled
by the Company, taking into consideration its economic and technologic
viability. The amounts incurred on software development recognized as
assets are amortized under the straight-line method over its estimated
useful life. The expenditures related to software maintenance are ex-
pensed when incurred.

3.11.2 TRADEMARKS AND PATENTS

Separately acquired trademarks and patents are stated at their historical
cost. Trademarks and patents acquired in a business combination are rec-
ognized at fair value on the acquisition date. For trademarks and patents
with definite useful lives, amortization is calculated on a straight-line basis
at the annual rates described in note 18.

3.11.3 RELATIONSHIP WITH RETAIL CLIENTS,
FRANCHISEES AND SUB-FRANCHISEES

Relationships with retail clients, franchisees and sub-franchisees acquired
in business combinations are recognized at fair value on the acquisition
date and their amortization is calculated on a straight-line basis, based on
rates shown in note 18.

3.11.4 KEY MONEY WITH DEFINED USEFUL LIFE
Key money with defined useful life is recorded at the acquisition cost and
amortized on a straight-line basis during the rental period, as shown in note 18.

3.11.5 DEVELOPED TECHNOLOGIES

Developed technologies include technology for product development
(including formulas, labeling data, manufacturing processes, regulatory
approvals, product packaging and designs) arising from business combi-
nation, and are recognized at fair value on the date of acquisition and its
amortization is calculated using the straight-line method, based on the
rates shown in note 18.

3.12 IMPAIRMENT OF NON-FINANCIAL ASSETS

The Company and its subsidiaries assess, at each reporting date, wheth-
er there is an indication that an asset may be impaired. If any indication
exists, or when annual impairment testing for an asset is required, the
Company and its subsidiaries estimates the asset’s recoverable amount.
An asset's recoverable amount is the higher of an asset’s or the CGU fair
value less costs of disposal and its value in use. The recoverable amount
is determined for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other assets or
groups of assets. When the carrying amount of an asset or CGU exceeds
its recoverable amount, the asset is considered impaired and is written
down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects the entity’s
weighted average cost of capital in which the generating cash unit oper-
ates, and that reflects the current perceptions of market participants.
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The Company bases its impairment calculation on most recent budgets
and forecast calculations, which are prepared separately for each of the
Company's CGU to which the individual assets are allocated. These bud-
gets and forecast calculations generally cover a period of five years. A
long-term growth rate is calculated and applied to project future cash
flows after the fifth year.

Impairment losses are recognized in the statement of profit or loss in ex-
pense categories consistent with the function of the impaired asset.

For assets excluding goodwill, an assessment is made at each reporting
date to determine whether there is an indication that previously recog-
nized impairment losses no longer exist or have decreased. If such in-
dication exists, the Company estimates the asset’s or CGU recoverable
amount. A previously recognized impairment loss is reversed only if there
has been a change in the assumptions used to determine the asset’s re-
coverable amount since the last impairment loss was recognized. The
reversal is limited so that the carrying amount of the asset does not ex-
ceed its recoverable amount, nor exceed the carrying amount that would
have been determined, net of depreciation, had no impairment loss been
recognized for the asset in prior years. Such reversal is recognized in the
statement of income.

Goodwill is tested for impairment annually as at December 31, and when
circumstances indicate that the carrying amount may be impaired.

Impairment is determined for goodwill by assessing the recoverable
amount of each CGU (or group of CGU) to which the goodwill relates.
When the recoverable amount of the CGU is less than it carrying amount,
an impairment loss is recognized. Impairment losses relating to goodwill
cannot be reversed in future periods.

Intangible assets with indefinite useful lives are tested for impairment
annually as at December 31, at the CGU level, as appropriate, and when
circumstances indicate that the carrying value may be impaired.

3.13 LEASES

On January 1, 2019, the Company and its subsidiaries applied CPC 06 (R2)
/ IFRS16 - Leases, which introduced one sole lease model, replacing the
concept of classifying between operating and finance lease (previously
according to1AS 17 / CPC 06 (R1) - Leases), which was applied by the Com-
pany and its subsidiaries up to December 31, 2018.

The Company and its subsidiaries assess at contract inception whether a
contract s, or contains, a lease. That is, if the contract conveys the right to
control the use of an identified asset for a period in exchange for consid-
eration. The Company and its subsidiaries (as a lessee) apply a single rec-
ognition and measurement approach for all leases, except for short-term
leases and leases of low-value assets. The Company and its subsidiaries
recognize lease liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

3.13.1 RIGHT-OF-USE ASSETS

Right-of-use assets are recognized at the commencement date of the lease
(i.e., the date the underlying asset is available for use). 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, ini-
tial direct costs incurred, and lease payments made at or before the com-
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mencement date less any lease incentives received. 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, disclosed in note 19.

The right-of-use assets are also subject to impairment, as disclosed on
note 3.12.

3.13.2 LEASE LIABILITIES

At the lease commencement date, the Company and its subsidiaries rec-
ognizes lease liabilities measured at the present value of lease payments
to be made over the lease term. The lease payments include fixed pay-
ments 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. The lease payments also include the exercise
price of a purchase option reasonably certain to be exercised by the Com-
pany and its subsidiaries and payments of penalties for terminating the
lease, if the lease term reflects the Company exercising the option to ter-
minate the lease.

Variable lease payments that do not depend on an index or a rate are rec-
ognized as expenses (unless they are incurred to produce inventories) in the
period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Company and its
subsidiaries use its incremental borrowing rate at the lease commence-
ment date because the interest rate implicit in the lease is not readily de-
terminable. After the commencement date, the amount of lease liabilities
is increased to reflect the accretion of interest and reduced for the lease
payments made. In addition, the carrying amount of lease liabilities is
remeasured if there is a modification, a change in the lease term, achange
in the lease payments (i.e., changes to future payments resulting from a
change in an index or rate used to determine such lease payments) or a
change in the assessment of an option to purchase the underlying asset.

The Company’s and its subsidiaries lease liabilities are disclosed in note 19.

3.13.3 SHORT-TERM LEASES AND LEASES

OF LOW-VALUE ASSETS

The Company and its subsidiaries apply the short-term lease recognition
exemption to its short-term leases regardless of its nature (that is, those
leases that have a lease term of 12 months or less from the start date and
do not contain a purchase option). The Company also applied the lease
of low-value assets recognition exemption for leases that, according to
its policy, are considered of low value, regardless of its nature. Lease pay-
ments on short-term leases and leases of low-value assets are recognized
as an expense using the straight-line basis over the lease term.

3.14 NON-CURRENT ASSETS HELD FOR

SALE AND DISCONTINUED OPERATIONS

The Company and its subsidiaries classify non-current assets and disposal
groups as held for sale if their carrying amounts will be recovered principal-
ly through a sale transaction rather than through continuous use. Non-cur-
rent assets and disposal groups classified as held for sale are measured at
the lower of their carrying amount and fair value less costs to sell. Costs to
sell are the incremental costs directly attributable to the disposal of an asset
(disposal group), excluding finance costs and income tax expense.

The criteria for held for sale classification is regarded as met only when
the sale is highly probable, and the asset or disposal group is available for
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immediate sale in its present condition. Actions required to complete the
sale should indicate that it is unlikely that significant changes to the sale
will be made or that the decision to sell will be withdrawn. Management
must be committed to the plan to sell the asset and the sale expected to
be completed within one year from the date of the classification.

Property, plant and equipment and intangible assets are not depreciated
or amortized once classified as held for sale. Assets and liabilities classified
as held for sale are presented separately as current items in the statement
of financial position.

A disposal group qualifies as discontinued operation if it is a component
of an entity that either has been disposed of, or is classified as held for
sale, and: (i) represents a separate major line of business or geographical
area of operations; (ii) is part of a single coordinated plan to dispose of a
separate major line of business or geographical area of operations; or (jii)
is a subsidiary acquired exclusively for the purpose of resale.

Discontinued operations are excluded from the results of continuing op-
erations and are presented as a single amount as profit or loss after tax
from discontinued operations in the statement of income.

The amounts presented as held for sale and discontinued operations come
from Avon's business combination process. These amounts refer to the
discontinuity of the acquired company's operations in North America and
reflect the costs incurred in resolving contingencies associated with that
operation. The Company presents these effects as part of its discontinued
operations since it considers the discontinued operations of the subsidiary
Avon as an extension of the Company and for assessing that this presenta-
tion reliably represents the essence of the associated transaction.

3.15 BORROWING COSTS

Borrowing costs attributable to the acquisition, construction or produc-
tion of a qualifying asset that necessarily requires a significant effort to be
ready for its intended use or sale are capitalized as part of the cost of the
corresponding asset. All other borrowing costs are expensed in the peri-
od they are incurred. Borrowing costs consist of interest and other costs
incurred by an entity related to a borrowing.

3.16 TRADE ACCOUNTS PAYABLES UNDER

A SUPPLY CHAIN FINANCE ARRANGEMENT

The Company and its subsidiaries enter in a supply chain finance arrange-
ment with a financial institution to facilitate administrative procedures for
suppliers to advance receivables related to the routine purchases of the
Company and its subsidiaries. In this operation, the financial institution
separately offers to pay the supplier in advance in exchange for a discount
and, when there is the agreement between the bank and the supplier (the
decision to join this transaction is solely and exclusively of the supplier), the
Company and its subsidiaries pay the financial institution on the original
payment date at the full-face value of the originating payable.

This operation does not change the amounts, nature and timing of the lia-
bility (including previously agreed-upon terms, prices and conditions) and
it does not affect the Company and its subsidiaries with financial charges
practiced by the financial institution, on performing a thorough analysis
of suppliers by category. There is not guarantee granted by the Company.

Additionally, the payments made by the Company represent purchases of
goods and services, are directly related to invoices from suppliers and do not
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change the Company's cash flows. Thus, the Company and its subsidiaries
continue to recognize the liability as a trade accounts payable and these trans-
actions are presented as operating activities in the statement of cash flows.

3.17 PROVISIONS FOR RISKS

Provisions are recognized when the Company and its subsidiaries have
a legal or constructive obligation as a result of past events, and it is prob-
able that an outflow of resources embodying economic benefits will be
required to settle the obligation, and its value can be reliably estimated.
Provisions are quantified at the present value of the expected outflow of
resources embodying economic benefits to settle the obligations using
the appropriate discount rate according to risks related to the liability.

The provisions for tax, civil, and labor risks are adjusted for inflation through
the end of the reporting period to cover probable losses, based on the nature
of the risk and the opinion of the Company's legal advisors.

Contingent assets are not recognized by the Company and are only dis-
closed, in case of probable receipt of economic benefits. If it is practically cer-
tain that economic benefits will be received, the asset and the corresponding
gain are recorded in the financial statements of the year corresponding to
the change in the estimate.

A contingent liability recognized in a business combination is initially
measured at its fair value. Subsequently, it is measured at the higher of
the amount that would be recognized in accordance with the require-
ments for provisions above or the amount initially recognized less (when
appropriate) cumulative amortization recognized in accordance with the
requirements for revenue recognition.

3.18 CURRENT AND DEFERRED INCOME

TAX AND SOCIAL CONTRIBUTION

Current income tax assets and liabilities are measured at the amount ex-
pected to be recovered from or paid to the tax authorities based on 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. Management period-
ically assesses the tax treatment assumed in the determination of taxes
on profit with respect to situations in which the applicable tax regulation
gives rise to interpretations that may be different and considers whether
itis likely that the tax authority would accept the uncertain tax treatment.
The Company assesses these taxes balances based on the most probable
or expected value, depending on which method is assessed as the one
that provides the best forecast for resolving the uncertainty.

The Company and its subsidiaries have material uncertain tax positions,
any of which an unfavorable outcome under litigation could result in a
material adverse impact to our financial statements.

In Brazil, they include the corporate income tax ("IRPJ") and the social con-
tribution on net income ("CSLL"), which are calculated based on taxable
income by applying the 15% rate plus additional of 10% on taxable income
exceeding R$ 240 for IRPJ and 9% for CSLL and considers the offset of
tax losses and tax loss carryforwards, limited to 30% of taxable income.
Taxable income reflects profit before taxes adjusted by non-taxable and
non-deductible items (both temporary and permanent items).

Deferred taxes represent tax debits and credits on temporary differences
between tax base and accounting base of assets and liabilities on accrued
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tax losses. Deferred tax and contribution assets and liabilities are classi-

fied as "non-current” as required by CPC 32 - Income taxes (IAS 12).

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 re-assessed at each re-
porting 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 taxes represent tax debits and credits on temporary differences
between tax base and accounting base of assets and liabilities on accrued
tax losses. Deferred tax and contribution assets and liabilities are classi-

fied as "non-current” as required by CPC 32/ IAS 12 - Income taxes.

Deferred tax assets and liabilities are offset if there is a legal feasible right to
offset tax liabilities against tax assets, and if they are related to taxes regis-
tered by the same tax authority under the same taxable entity. Thus, for pre-
sentation purposes, tax asset and liability balances are disclosed separately.

3.19 BORROWINGS AND FINANCING

Borrowings and financing are initially recognized at fair value, net of trans-
action costs incurred and are, subsequently, measured at amortized cost.
Any difference between raised and settled the amounts is recognized in
the statement of income, using the effective interest rate method during
the period in which the borrowings and financing are outstanding.

Borrowings and financing costs, whether specific or not, that are directly
attributable to the acquisition, construction or production of a qualifying
asset in accordance with the Company's policy, are capitalized as part of
the asset’s cost when it is likely to result in future economic benefits to
the entity and that such costs can be reliably measured. Other borrowing
costs are recognized as expenses in the period in which they are incurred.

3.20 EMPLOYEE BENEFITS

3.20.1 SHORT-TERM BENEFITS

The obligations of short-term benefits for employees are recognized as
payroll expenses as the corresponding service is rendered. The liability
is recognized at the amount of the expected payment if the Company
has a legal or constructive obligation to pay the amount due to services
rendered by the employee in the past and the obligation can be reliably
estimated.

3.20.2 PROFIT SHARING PROGRAM

The Company and its subsidiaries recognize a liability and an expense for
its profit sharing program based on criteria that it considers the profit at-
tributable to its shareholders after certain adjustments and which is tied
to the achievement of specific operational goals and objectives, which
are established and approved in the beginning of each year.

3.20.3 DEFINED CONTRIBUTION PLANS

Obligations to contribute to defined contribution plans are recognized
in the statement of income as personnel expenses when the related
services are rendered by employees. Contributions paid in advance are
recognized as an asset to the extent that a cash refund or a reduction in
future payments is possible.
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3.20.4 DEFINED BENEFIT PLANS

The Company's net obligation for defined benefit plans (retirement and
post-employment health care) is calculated for each plan based on the
estimated amount of future benefit that the beneficiaries receive in re-
turn for services in exercises previous years. This amount is discounted
to its present value and is presented net of any plan asset’s fair value. The
calculation of the defined benefit plan obligation is carried out annually
by a qualified actuary using the Projected Unit Credit Method. When the
calculation results in a potential asset for the Company, the asset to be
recognized is limited to the present value of economic benefits available
in the form of future reimbursements or reductions in future plan contri-
butions. To calculate the present value of economic benefits, any mini-
mum cost requirements are considered.

The current service cost and accrued interest on the present value of the
liability are recognized in the statement of income and the actuarial gains
and losses, generated by the remeasurement of the liability due to chang-
es in actuarial assumptions, are recognized in OCI. In case of changes or
reductions in the plan, the effects of the cost of past services are recog-
nized in the statement of income on its occurrence date.

3.21 SHARE-BASED PAYMENT
The Company's executives are granted the following stock option plans,
settled exclusively with its own shares:

i) Stock option plan;

ii) Restricted stock plan, and

iii) Strategy acceleration program.

The plans are measured at fair value at the grant date. In determining the
fair value, the Company uses an adequate valuation method, details of
which are disclosed in note 29.1.

The cost of transactions settled with equity instruments is recognized, to-
gether with a corresponding increase in shareholders’ equity under the
heading "Additional paid-in capital", throughout the period in which the
service conditions are fulfilled, ending on the date on which the employ-
ee acquires the full right to the award (acquisition date). The cumulative
expense recognized for equity instruments transactions settled on each
base date up to the acquisition date reflects the extent to which the vest-
ing period has transpired and the Company's best estimate of the num-
ber of equity instruments to be acquired. The expense or credit of the pe-
riod is recorded in the line item "Selling or Administrative expenses" in the
statement of income, depending on the internal department where the
eligible employee is allocated.

For the stock option plan and the strategy-acceleration program, despite
the expiration of the term for exercise, the recognized expense is not re-
versed since the right has been acquired by executives.

When an award of equity instruments settlement is cancelled (except
when the cancellation occurs due to loss of right over the equity instru-
ment for not fulfilling the grants conditions), it is treated as if it had been
acquired on the date of cancellation, and any expense not recognized is
registered immediately. This includes any award for which Company, or
the counterparty have the option not to fulfill the non-acquisition obli-
gation. All cancellations of transactions settled with equity securities are
treated in the same way.

The dilution effect of options granted is reflected as additional share dilu-
tion in the calculation of diluted earnings per share (note 32).
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3.22 DIVIDENDS AND INTEREST ON EQUITY

The proposed distribution of dividends and interest on capital made by
Management that is within the portion equivalent to the minimum man-
datory dividend is recorded in the line item "Dividends and interest on
equity” in current liabilities, as it is considered as a legal obligation provid-
ed for by the Company’s bylaws. However, the portion of dividends ex-
ceeding minimum dividends declared by management after the report-
ing date, but before the authorization date for the issuing of the financial
statements, is recognized in the line item “"Additional proposed dividend’,
in shareholders' equity.

For corporate and accounting purposes, interest on capital is stated as
allocation of income directly in shareholders' equity.

3.23 TREASURY SHARES

The Company’s own equity instruments which are reacquired (treasury
shares) are recognized at acquisition cost and deducted from sharehold-
ers' equity. No gain or loss is recognized in profit or loss on the purchase,
sale, issuance or cancellation of the Company's own equity instruments.

3.24 GOVERNMENT GRANTS

Government grants are recognized where there is reasonable assurance
that the grant will be received, and all attached conditions will be com-
plied with. When the grant relates to an expense item, it is recognized as
income on a systematic basis over the periods that the related costs, for
which itis intended to offset, are accounted for. When the grant relates to
an asset, it is recognized as income in equal amounts over the expected
useful life of the related asset.

Government grants received relate to measures introduced by govern-
ments where the Company and its subsidiaries operate as a measure to
mitigate the impacts of the Covid-19 pandemic. Those grants are mostly
related to payroll assistance resulting from job maintenance programs
offered by different jurisdictions in which the Company and its subsidiar-
ies operate and totaled R$ 192,686 (before income taxes), recognized in
the statement of income during the year 2020 (no subsidies of this nature
were received in 2019). There are no unfulfilled conditions or contingen-
cies linked to these grants.

3.25 REPORTABLE SEGMENTS

The information per business segment is presented in note 26 in a man-
ner consistent with the internal report provided to the chief operating
decision maker.

The main decision-making body of the Company, which is responsible for
defining the allocation of resources and for the performance assessment
of the operating segments, is the Board of Directors.

Additionally, the Company has a Group’s Operational Committee ("GOC"),
thatincludes the CEOs of Natura &Co, Natura &Co Latam, Avon Internation-
al, The Body Shop and Aesop, in addition to representatives of key business
areas (Finance, Human Resources, Business Strategy and Development, Le-
gal, Innovation and Sustainability, Operations and Corporate Governance),
which advises the Board of Directors and is responsible for, among others
things, monitoring the implementation of short and long-term strategies
and making recommendations to the Board of Directors regarding the
management of the Company, from the perspective of its results, alloca-
tion of resources among business units, cash flow and talent management.
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3.26 REVENUE FROM CONTRACT WITH CUSTOMER
Revenue from contracts with customer is recognized when control of
the goods or services are transferred to the customer at an amount that
reflects the consideration to which the Company and its subsidiaries ex-
pect to be entitled in exchange for those goods or services. The Company
and its subsidiaries have concluded that it is the principal in its revenue
arrangements.

The Company considers whether there are other promises in the con-
tract that are separate performance obligations to which a portion of the
transaction price needs to be allocated. In determining the transaction
price, the Company considers the effects of variable consideration, exis-
tence of a significant financing component, noncash consideration, and
consideration payable to the customer (if any).

Below are set forth the nature and other considerations on the transac-
tion price and the moment in which the performance obligation is ful-
filled for each of the main revenue streams.

3.26.1 DIRECT SALES

Revenue from sales is generated by sales to the Company's subsidiaries
consultants (our customers) based on the fair value of consideration re-
ceived/receivable, excluding discounts, rebates and taxes or charges on
sales. Revenue from sales is recognized when the performance obligation
is fulfilled, i.e., when the promised product is physically delivered, and the
consultant obtains control over the product.

Revenue from sales is generated and accrued initially in the sales subsid-
iary ledger of the Company'’s subsidiaries from the moment when the
dispatch slip is issued in the customers’ name. However, since revenues
are recorded only when the final delivery of products actually occurs, the
Company registers a provision to eliminate the amount of revenue related
to products dispatched and not yet received by the consultants on each
reporting date.

3.26.2 DIRECT SALES - ADDITIONAL CHARGES

AND PENALTIES FOR LATE PAYMENTS

The Company’ subsidiaries Natura, Avon and The Body Shop International
Limited ("The Body Shop” or “"TBS") charges its customers (consultants) ad-
ditional charges and penalties for late payments in the settlement of sales
receivables. Due to the level of uncertainty in collecting these amounts
(variable consideration), the subsidiaries recognize revenue from addi-
tional charges and penalties for late payments only upon its collection.

3.26.3 RETAIL SALES

In direct and indirect subsidiaries, responsible for Natura, Avon, Aesop and TBS
brands, which operate in the retail market, sales revenues are measured based
on the fair value of consideration received/receivable, excluding discounts, re-
bates and taxes or charges on sales. These revenues are recognized when the
performance obligation is fulfilled, i.e., when the promised product is physical-
ly transferred, and the consumer obtains control over the product.

3.26.4 OTHER PERFORMANCE OBLIGATION
3.26.4.1 LOYALTY PROGRAM (POINTS CAMPAIGN)

The Company subsidiaries offer points campaign (loyalty program), in
which customers accumulate points while buying the Company's prod-
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ucts to be exchanged (redeemed) for products in the future. Measure-
ment of points is based on their expected cost, plus a margin. The amount
allocated to the loyalty program is deferred and the revenue is recognized
upon redemption of the points accumulated by Natura, Avon and TBS
consultants for retail and direct sales, or when they expire or are no lon-
ger considered redeemable. The loyalty program points are valid for up to
approximately 5 months (6 cycles).

3.26.4.2 PROGRAM FOR RECOGNITION OF

NATURA AND AVON CONSULTANTS' PERFORMANCE
The Company'’s subsidiaries have performance recognition programs,
in which it awards its consultants based on achievement of targets and
objectives. The Company’s subsidiaries believe that this performance
recognition program has a high value and hence is considered a perfor-
mance obligation. Measurement of performance recognition programs
is based on their expected cost, plus a margin. The amount allocated to
performance recognition programs is deferred and revenue is recog-
nized when awards are delivered to the Company’s Consultants.

3.26.4.3 EVENTS

The Company and its subsidiaries organize events to encourage and
recognize the best Consultants. The Company and its subsidiaries be-
lieve that these events have an added value for consultants, in addition to
generating in them an expectation to participate in these events. Thus,
the Company believes that these events are a performance obligation.
Measurement of events is based on their expected cost, plus a margin.
The amount allocated to events is deferred and the revenue is recognized
when the event is held.

3.26.4.4 FRANCHISES (COURSES, TRAINING

AND CONSULTING/OUTFIT AND OPENING)

Upon execution of the agreement, the Company charges from franchi-
sees a fixed amount, part of which is allocated to courses, training and
consultancy to train and instruct the franchisee to sell “Natura” and
"The Body Shop” brand products. In addition, other part of the charged
amounts refers to outfit (specific products to be used at the franchisee
store) and inauguration (franchisee’s store opening event). The Company
and subsidiaries believe that these items represent a material right and,
for such, they are considered a performance obligation. Measurement is
based on the market value of these items, which are initially recognized
as deferred revenue. When the franchisee's store is opened, this deferred
revenue is allocated to the statement of income.

3.26.4.5 FRANCHISEES (ADVERTISING FUND)

Upon the execution of the agreement, the Company charges from fran-
chisees afixed amount, a part of which is for the advertising fund (month-
ly delivery of showcases). The Company believes that this item represents
a material right and, for such, it was considered a performance obliga-
tion. Measurement is based on the market value of this item, which is
initially recognized as deferred revenue. This revenue is deferred and allo-
cated to the statement of income upon the delivery of showcases to the
franchisees.

3.26.4.6 FRANCHISES (BRAND-RIGHT OF USE)
Upon the execution of the agreement, the Company’s subsidiaries
charge from franchisees a fixed amount, part of which is for the use of
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the “"Natura” brand. The Company and its subsidiaries believe that this
item represents a material right and, for such, it was considered a per-
formance obligation. Measurement is based on residual value, i.e., the
remaining value after excluding the market value of courses, training and
consultancy services, outfit and inauguration, and the advertising fund.
The amount is initially recognized as deferred revenue, which is allocat-
ed to profit or loss, on a straight-line basis, over the term of the franchise
agreement.

3.26.4.7 ROYALTIES REVENUES

Sales by franchisees and sub-franchisees of the subsidiary The Body Shop
are recognized when performance obligations are satisfied, goods are
transferred to the customer and the customer is in control. The perfor-
mance obligation is the license to operate in the market.

Revenues are allocated to the license and are recognized over time, in
accordance with the license agreement. Under IFRS 15 - Revenue from
contract with customer, the initial franchise fee is not considered a sepa-
rate performance obligation and, as a result, the amounts charged to the
customer are therefore allocated to the license performance obligation
and recognized over the term of the agreement.

3.26.4.8 INCENTIVES RELATED TO “FREE-OF-CHARGE"
PRODUCTS AND PROMOTIONAL GIFTS

The Company and its subsidiaries grant incentives related to “free-of-charge”
products and promotional gifts for its customers (Natura and Avon Con-
sultants and/or end consumers). Since it is considered a material right, the
Company and its subsidiaries recognize it as a performance obligation. Con-
sidering that the delivery of products and the fulfillment of the performance
obligation to delivery “free-of-charge” products or promotional gifts occurs at
the same time, the Company and its subsidiaries concluded that an allocation
of prices and monitoring these two performance obligations separately are
not applicable. Thus, revenue is recognized when the physical transfer of the
product occurs, and the customer obtains control of the product.

3.27 SALES TAXES

Expenses and assets are recognized net of sales taxes, except (i) when
sales taxes incurred on the purchase of goods or services are not recov-
erable from the tax authorities, in which case the sales tax is recognized
as part of the acquisition cost. the asset or expense item, as the case may
be; (ii) when the amounts receivable and payable are presented together
with the value of taxes on sales; and (iii) when the net amount of taxes on
sales, recoverable or payable, is included as a component of the amounts
receivable or payable in the balance sheet.

3.27.1 NON-INCLUSION OF ICMS IN THE BASES FOR
CALCULATING CONTRIBUTIONS TO PIS AND COFINS

The Company and its subsidiaries filed lawsuits to challenge the non-in-
clusion of ICMS in the calculation basis of contributions to PIS and COFINS.
On March 31,2017, the Company, based on the conclusion of the judgment
by the Plenary of the Supreme Federal Court, of Extraordinary Appeal No.
574.706 / PR, in which it was defined by the system of general repercus-
sion that the ICMS cannot compose the PIS and COFINS tax base, reversed
the provision set up in the amount of R$297,216 and started to exclude the
amount of ICMS from contributions to PIS and COFINS on a monthly basis.
The Company's decision was based on the position of its legal advisors
who understand that the Supreme Court's judgment should be imme-
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diately applicable to all taxpayers and, therefore, the prospect of loss of
shares is classified as remote.

Despite the fact that the Extraordinary Appeal No. 574.706 / PR has no fi-
nal judgment, considering that the Motion for Clarification with request
for modulation of the effect of the decision opposed by the PGFN is still
pending judgment by the Supreme Federal Court, the Company, support-
ed in the opinion of legal advisors, understands that (i) the decision of the
Supreme Federal Court was categorical when determining that “the ICMS
- without any limitation - does not compose the calculation basis for the
incidence of PIS and COFINS" and (ii) due to elements proceedings in Ex-
traordinary Appeal No. 574,706 / PR and in the lawsuits of the Company
and its subsidiaries, the risk of loss for possible discussion on the ICMS to
be excluded from the calculation basis of contributions to PIS and COFINS
is classified as remote.

The Company and its subsidiaries recognize tax credits arising from law-
suits for the exclusion of ICMS from the PIS and COFINS basis, as a result
of the unappealable conclusion of these lawsuits. Existing credits for the
lawsuits that have not yet been concluded, are considered contingent as-
sets in the financial statements (note 23.3).

3.27.2 CONCEPT OF SUPPLIES FOR CALCULATING
CREDITS OF PIS AND COFINS CONTRIBUTIONS

The Company and its subsidiaries claim that PIS and COFINS credits are
measured and calculated reliably and based on the best interpretation
of current legislation and the country's jurisprudential scenario, whose
evolution is permanently assessed by the Company and its legal advisors.

3.28 STATEMENT OF ADDED VALUE

The purpose of this statement is to disclose the wealth created by the
Company and its subsidiaries and their distribution during a certain re-
porting period, and is presented by the Company, as required by the Bra-
zilian Corporate Law, as an integral part of its individual financial state-
ments, and as supplementary information of the consolidated financial
statements, since this statement is not set forth nor mandatory by IFRS.

The statement of added value was prepared using information obtained
in the same accounting records used to prepare the financial statements
and pursuant to the provisions of the Brazilian accounting standard CPC
09 - Statement of Added Value. The first part of the statement presents
the wealth created by the Company, represented by revenues (taxable
gross revenue, including taxes levied thereon, other income, and the
effects of the expected credit losses), inputs acquired from third parties
(cost of sales and purchase of materials, energy, and services from third
parties, including taxes levied at the time of the acquisition, the effects
of impairment losses, and depreciation and amortization), and the val-
ue added received from third parties (profit of equity method investees,
financial income, and other income). The second part of the statement
presents the distribution of wealth among personnel, taxes, fees and con-
tributions, lenders and lessors, and shareholders.

3.29 NEW STANDARDS AND INTERPRETATIONS

ISSUED BUT NOT YET EFFECTIVE

The new and amended standards and interpretations that are issued, but
not yet effective, up to the date of issuance of the Company’s and its sub-
sidiaries financial statements are disclosed below, except for those which,
in Management's assessment, have no potential effect on the financial
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statements. The Company and its subsidiaries intend to adopt these stan-
dards, if applicable, when they become effective.

3.29.1 AMENDMENTS TOIAS 1(CPC 26 (R1)): CLASSIFICATION
OF LIABILITIES AS CURRENT OR NON-CURRENT

In January 2020, the IASB issued amendments to paragraphs 69 to 76 of
IAS 1 - Presentation of Financial Statements (correlated to CPC 26 (R1)) to
specify the requirements for classifying liabilities as current or non-cur-
rent. The amendments clarify: (i) what is meant by a right to defer settle-
ment; (ii) that a right to defer must exist at the end of the reporting peri-
od; (iii) that classification is unaffected by the likelihood that an entity will
exercise its deferral right; and (iv) that only if an embedded derivative in
a convertible liability is itself an equity instrument would the terms of a
liability not impact its classification.

The amendments are effective for annual reporting periods beginning after
January 1st, 2023 and must be applied retrospectively. The Company and its
subsidiaries are currently assessing the impact the amendments will have.

3.29.2 REFERENCE TO THE CONCEPTUAL FRAMEWORK
(CPC 00 (R2)), AMENDMENTS TO IFRS 3 (CPC 15 (R1))

In May 2020, the IASB issued amendments to IFRS 3 - Business Combinations
(correlated to CPC 15(R1)), "Business Combinations - Reference to the Con-
ceptual Framework” The amendments are intended to replace a reference to
the Framework for the Preparation and Presentation of Financial Statements,
issued in 1989, with a reference to the Conceptual Framework for Financial Re-
porting issued in March 2018 without significantly changing its requirements.

The Board also added an exception to the recognition principle of IFRS 3
(CPC 15(R1)) to avoid the issue of potential "day 2" gains or losses arising for
liabilities and contingent liabilities that would be within the scope of IAS 37
(CPC 25) or IFRIC 21 - Levies (ICPC 19), if incurred separately.

At the same time, the Board decided to clarify existing guidance in IFRS 3
(CPC 15(R1)) for contingent assets that would not be affected by replacing
the reference to the Framework for the Preparation and Presentation of
Financial Statements.

The amendments are effective for annual reporting periods beginning after
January 1st, 2022 and, although not having any current impact on the Com-
pany, they may be applicable to new business combinations in the future.

3.29.3 IFRS 9 (CPC 48), FINANCIAL INSTRUMENTS -
FEES IN THE "10 PER CENT" TEST FOR DERECOGNITION
OF FINANCIAL LIABILITIES

As part of its 2018-2020 annual improvements to IFRS standards process
the IASB issued amendment to IFRS 9 (CPC 48). The amendment clar-
ifies the fees that an entity includes when assessing whether the terms
of a new or modified financial liability are substantially different from the
terms of the original financial liability. These fees include only those paid
or received between the borrower and the lender, including fees paid or
received by either the borrower or lender on the other’s behalf. An en-
tity applies the amendment to financial liabilities that are modified or
exchanged on or after the beginning of the annual reporting period in
which the entity first applies the amendment.

The amendment is effective for annual reporting periods beginning on or
after January 1st, 2022. The Company will apply the amendments to finan-
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cial liabilities that are modified or exchanged on or after the beginning of the
annual reporting period in which it first applies the amendments. The amend-
ments are not expected to have a material impact on the Company but may
be applicable to changes and/or derecognition of liabilities in the future.

3.29.4 AMENDMENTS TO IFRS 9, IAS 39, IFRS 7, IFRS

4 AND IFRS 16 (CPC 48, CPC 38, CPC 40 (R1), CPC 11
AND CPC 06 (R2), RESPECTIVELY), REFERENCE
INTEREST RATE REFORM (PHASE 2)

In 2020, the IASB completed the second phase of the review process for
IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 (CPC 48, CPC 38, CPC 40 (R1), CPC
11 and CPC 06 (R2), respectively ), in response to the reform of the inter-
est rate reference index (started in phase 1, as disclosed in note 3.30.2) .
The changes address the possible effects that may arise fromn changes in
contractual cash flows or hedge relationships when replacing the interest
rate reference index by the entity as well as additional disclosure require-
ments relating to the effect of the interest rate benchmark reform on the
entity’s financial instruments and risk management strategy, including
the nature and extent of risks to which the entity is exposed and how the
entity manages these risks and the entity’s progress in completing the
transition to an alternative benchmark rates.

Considering the extinction of LIBOR over the next few years, the Company
and its subsidiaries are evaluating their contracts with clauses that envisage
the discontinuation of the interest rate. Most debt contracts linked to LIBOR
have some clause to replace this rate with a reference index or equivalent
interest rate and, for contracts that do not have a specific clause, a renego-
tiation will be carried out between the parties. Derivative contracts linked to
LIBOR provide for a negotiation between the parties to define a new rate or
an equivalent rate will be provided by the calculation agent.

Itisimportant to note that the clauses for changing the indexes of the debt con-
tracts of the Company and its subsidiaries indexed to LIBOR, establish that any
replacement of the indexation rate in the contracts can only be evaluated in 2
(two) circumstances (i) after communication of an official government entity
with formalization of the extinction and exchange of the contract's effective
rate, and this coonmunication must define the exact date on which LIBOR will
be extinguished and / or (i) syndicated operations begin to be executed at a rate
indexed to Secured Overnight Financing Rate ("SOFR"). Therefore, the negotia-
tion of debt contracts and their related derivatives will start after these events.

The Company mapped all of its contracts subject to LIBOR reform that have
not yet been subject to the transition to an alternative reference rate and as of
December 31,2020, the Company and its subsidiaries had R$ 761,074, related to
loan and financing contracts and, until the moment, awaits the official event of
the extinction of LIBOR to start negotiating its contracts with counterparties.

The Company understands that it will not be necessary to change the risk
management strategy due to the change in the indexes of financial contracts
linked to LIBOR. The Company believes it is reasonable to assume that the ne-
gotiation of the indexes of its contracts, when the official trigger allows, will
move towards the replacement of LIBOR by SOFR, as the available information
indicates that SOFR will be the new interest rate adopted by the capital mar-
ket. Based on the information available to date, the Company does not expect
to have significant impacts on its debts and derivatives linked to LIBOR.

3.30 NEW STANDARDS, AMENDMENTS AND
INTERPRETATIONS OF STANDARDS ADOPTED
FOR THE FIRST TIME FOR THE YEAR BEGINNING
ON JANUARY 15T, 2020
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The Company applied for the first-time certain standards and amend-
ments, which are effective for annual periods beginning on or after Jan-
uary 1st, 2020. The Company has not early adopted any other standard,
interpretation or amendment that has been issued but is not yet effective.

3.30.1 AMENDMENTS TO IFRS 3 - DEFINITION

OF A BUSINESS

The amendment to IFRS 3 - Business Combinations (CPC 15(R1)), clarifies
that to be considered a business, an integrated set of activities and assets
must include, at a minimum, an input and a substantive process that, to-
gether, significantly contribute to the ability to create output. Furthermore,
it clarifies that a business can exist without including all of the inputs and
processes needed to create outputs. These amendments had no impact on
the consolidated financial statements of the Company but may impact fu-
ture periods if the Company enters any new business combination.

3.30.2 AMENDMENTS TO IFRS 7, IFRS 9 AND IAS 39

(CPC 40(R1), CPC 48 AND CPC 38, RESPECTIVELY),
INTEREST RATE BENCHMARK REFORM (PHASE 1)

The amendments to IFRS 9 and IAS 39 - Financial Instruments: Recognition
and Measurement (CPC 48 and 38, respectively) provide several reliefs, which
apply to all hedging relationships that are directly affected by interest rate
benchmark reform. A hedging relationship is affected if the reform gives rise
to uncertainty about the timing and/or amount of benchmark-based cash
flows of the hedged item or the hedging instrument. These amendments
have no impact on the consolidated financial statements of the Company as
it does not have any interest rate hedge relationships.

3.30.3 AMENDMENTS TO IAS TAND IAS 8 (CPC 26(R1)
AND CPC 23, RESPECTIVELY), DEFINITION OF MATERIAL
The amendments provide a new definition of "material” that states “infor-
mation is material if omitting, misstating or obscuring it could reasonably
be expected to influence decisions that the primary users of general pur-
pose financial statements make on the basis of those financial statements,
which provide financial information about a specific reporting entity!” The
amendments clarify that materiality will depend on the nature or mag-
nitude of information, either individually or in combination with other
information, in the context of the financial statements. A misstatement
of information is material if it could reasonably be expected to influence
decisions made by the primary users. These amendments had no impact
on the financial statements of, nor is there expected to be any future im-
pact to the Company and subsidiaries.

3.30.4 CONCEPTUAL FRAMEWORK FOR FINANCIAL
REPORTING ISSUED ON MARCH 29, 2018 (CPC 00(R2))
The Conceptual Framework is not a standard, and none of the concepts
contained therein override the concepts or requirements in any stan-
dard. The purpose of the Conceptual Framework is to assist the IASB in
developing standards, to help preparers develop consistent accounting
policies where there is no applicable standard in place and to assist all
parties to understand and interpret the standards. This will affect those
entities which developed their accounting policies based on the Concep-
tual Framework. The revised Conceptual Framework includes some new
concepts, updated definitions and recognition criteria for assets and li-
abilities and clarifies some important concepts. These amendments had
no impact on the financial statements of the Company and subsidiaries.
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3.30.5 AMENDMENTS TO IFRS 16 (CPC 06 (R2)), COVID-19
RELATED RENT CONCESSIONS

On May 28, 2020, the IASB issued Covid-19-Related Rent Concessions -
amendment to IFRS 16 - Leases (CPC 06(R2)). The amendments provide
relief to lessees from applying IFRS 16 guidance on lease modification
accounting for rent concessions arising as a direct consequence of the
Covid-19 pandemic. As a practical expedient, a lessee may elect not to
assess whether a Covid-19 related rent concession from a lessor is a lease
modification. A lessee that makes this election accounts for any change
in lease payments resulting from the Covid-19 related rent concession the
same way it would account for the change under IFRS 16, if the change
were not a lease modification.

The amendment applies to annual reporting periods beginning on or af-
ter June 1st, 2020. This change brought a positive financial impact of R$
58,700 in the statement of income of the Company and its subsidiaries.

4. BUSINESS COMBINATION

Avon acquisition

On January 3¢, 2020, the Company acquired 100% of the voting shares of
Avon. The Company’s acquisition was driven to significantly amplify the
reach of its multi-channel, multi-brand group. As a result of the restructur-
ing process held upon acquisition, Avon became a wholly owned subsidi-
ary of the Company and the former shareholders of Avon became share-
holders of the Company. As a result, Natura &Co acquired control of Avon
and the acquisition was accounted for using the acquisition method.

The transaction costs incurred by the Natura &Co until the conclusion of
the transaction on January 3, 2020, were approximately R$ 112,000.

The following table summarizes the preliminary calculation of the fair val-

ue of the compensation transferred on January 3rd, 2020.
In millions of
R$, except for
the number of

shares

Number of Avon outstanding common shares as of January 3, 2020 536,383,776
Multiplied by the exchange ratio of 0.600 Natura &Co Holding Shares per each Avon common share 321,830,266
Multiplied by the market price of Natura &Co shares on January 3, 2020 41.00
Compensation in the issuance of shares 13,195,041
Adjustment to the transferred compensation @ 171,073
Fair value of the Compensation to be transferred 13,366,114

@ Related to the effects of replacements and settlements of share-based payment plans, of which the amount of R$80 thousand refers to the share-based payment plans of Avon,
inwhich it was substituted by Natura &Co, and R$ 91thousand refers to the stock option plans liquidated as a result of the conclusion of the transaction. These are pre-combination

installments that were regarded as a transferred compensation

The fair values of the identifiable assets and liabilities of Avon as at the date of acquisition were:

In thousands

of R$
Purchase consideration transferred® 13,366,114
Fair value of assets acquired:
Cash and cash equivalents 2,636,108
Trade accounts receivable @ 1135,269
Inventories 1,919,683
Other current assets 1,031,136
Non-current assets held for sale 199,050
Property, plant and equipment 2,912,482
Deferred income tax and social contribution 667034
Right of use® 564,669
Other non-current assets 475,096
Judicial deposits 283,885
Recoverable taxes 531,930
Surplus pension plan (other assets) 553,297
Intangibles @ 5,846,812
Fair value of liabilities assumed:
Borrowings, financing and debentures 7,256,583
Accounts payable 2,915,418
Salaries, profit sharing and social charges 621,203
Dividends and interest on equity payable 405,916
Derivative financial instruments 15,518
Operating expenses accruals 999,653
Provision for restructuring (other liabilities) 152,896
Lease liabilities 777200
Tax liabilities 341,258
Income tax and social contribution 30,068
Provision for tax, civil and labor risks © 1,693,096
Liabilities from discontinued operations (other liabilities) 64,844
Deferred income tax and social contribution© 592,534
Other liabilities 1,007,623
Total identifiable net assets at fair value 1,882,641
Non-controlling interest 27555
Goodwill arising on acquisition? 11,511,028
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0 Refers to the fair value of the acquired shares, which is the amount disbursed on the shares exchange.

@ The fair value of the trade accounts receivable amounts to R$ 1,135,269 and is equivalent to it carrying amount and, it is expected that the carrying amount can be collected.

B The Company measured the acquired lease liabilities using the present value of the remaining lease payments at the date of acquisition. The right-of-use assets were measured
at an amount equal to the lease liabilities and adjusted to reflect the favorable terms of the lease relative to market terms

“The fair value of intangibles includes the intangible assets acquired and recognized by Avon before the allocation of the fair value, in the amount of R$ 291,235, plus the effects
of the allocation of the fair values described below.

Fair value for the intangibles "Avon” tradename, power brands and developed technology has been calculated based on the income approach and the relief-from-royalty method
The relief from royalty method is often used to calculate the value of a trademark or trade name. This method is based on the concept that if an entity owns a trademark, it does
not have to pay for the use of it and therefore is relieved from paying a royalty. The amount of that theoretical payment is used as a surrogate for income attributable to the
intangibles. The valuation is arrived at by computing the present value of the after-tax royalty savings, calculated by applying an appropriate royalty rate to the projected revenue,
using an appropriate discount rate.

Fair value for relationship with sales representatives has been calculated based on the Multi Period Excess Earnings Method ("MEEM”), method that isolates the income/cash flow
that is related to the intangible asset being valued and estimates fair value through the sum of the discounted future excess earnings attributable to the intangible asset

Nature Fair value Useful life
Represents the fair value of the "Avon" tradename. The relief-from-royalty method has been

“Avon” tradename applied considering a benchmark of similar royalty transactions 2,022,163 Indefinite
Represents the fair value of Avon's main brands. The relief-from-royalty method has been applied
considering a benchmark of similar royalty transactions as well as the relative importance of the respective

Power brands brands for Avon's revenue generation. 517,592 20 years
Represents the fair value of all technology necessary to develop Avon products, including formulae, labeling data,
manufacturing processes, regulatory approvals, product packaging, and designs. the relief-from-royatty method

Developed technology has been applied based on existing contractual relations involving Avon's developed technology. 1131573 5years
Represents the fair value of the relationship between Avon and its sales representatives. Fair value is
calculated based on the active representatives by country as of the valuation date, multiplied by the respective
average ticket price as well as projected information on the average ticket growth which includes future

Sales Representatives inflation. The churn rate and the projected information have been considered as significant assumptions 1,884,249 7to 12 years

5,555,577

¥ Contingent liabilities assumed in the acquisition that are considered present obligations arising from past events and that can be measured reliably were recognized and are
initially measured at fair value on the acquisition date and subsequently measured in accordance with the requirements of IFRS 3 (CPC 15 (R1)), to a higher amount that would be
recognized in accordance with IAS 37 (CPC 25). The fair value of the contingent liabilities includes the liabilities assumed and recognized by Avon before the allocation of the fair
value, in the amount of R$ 872,993, plus the effects of the allocation of the fair values, which totaled R$ 820,103. The table below shows the total amount of contingent liabilities
assumed on the date of the transaction, including the attributed fair value

In thousands

of R$
Tax 1,381,418
Civil 92,988
Labor 218,690
Total 1,693,096

© Consists of deferred tax liabilities of approximately R$ 81,423 related to Avon opening balance and net position of deferred tax asset and liabilities related to purchasing price
allocation of tax liabilities of R$ 511111

? Goodwill is attributable to strong market position and geographic regions and will result in a more diversified and balanced global portfolio, as well as expected future
profitability and operational synergies, such as supply, manufacturing, distribution and efficiency of the administrative structure and revenue growth. This goodwill arising from
the transaction is not expected to result in a tax benefit, that is, deductible for tax purposes

Since the acquisition date, Avon contributed with R$18,612,091 to revenues
and impacted R$1,542,596 in losses in the Company’s consolidated finan-
cial statements. As the acquisition date is January 3rd, 2020 and there was
no significant transaction on the first three days of 2020, such revenues and
losses represent the impact in the Company's financial statements as if the
acquisition date had occurred at the beginning of the year.

The disclosure of the net assets acquired in the financial statements of Decem-
ber 31,2019 (in a note of subsequent events, given the date of acquisition) was
made based on a preliminary assessment of fair value, since the Company
was in the period of measurement of net assets at fair value. The table below
demonstrate the variation between these preliminary effects presented on
December 31,2019 and the final effects presented in these individual and con-

solidated financial statements:

Measurement
As reported in period
2019 adjustments 2020
Total estimated consideration to be transferred 13,366,114 - 13,366,114
(-) Fair value of assets acquired
Intangibles® 5,709,326 137486 5,846,812
Other assets 12,911,674 (2,035) 12,909,639
(+) Fair value of liabilities assumed
Provision for risks and contingencies @ 651,000 1,042,096 1,693,096
Deferred income tax and social contribution © 671,693 (79,159) 592,534
Other liabilities 14,571,307 16,873 14,588,180
(-) Net assets 2727000 (844,359) 1,882,641
(+) Non-controlling interests 27,555 - 27555
Goodwill from business combination 10,666,669 844,359 11,511,028

0During the measurement period, the Company completed the identification and measurement of intangible assets obtained with the acquisition

@ During the measurement period, the Company completed the identification and measurement of the contingent liabilities assumed evaluated as present obligations, as
discussed above.

PReflects tax effects arising from the adjustments identified in the measurement period
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5. CRITICAL ACCOUNTING ESTIMATES
AND ASSUMPTIONS

The preparation of the individual and consolidated financial statements re-
quires management to make certain judgments and use assumptions and
estimates based on experience and other factors considered relevant, which
affect the values of assets and liabilities and which may present results that
differ from actual results.

The areas that require a higher level of judgment and have greater complexi-
ty, as well as the areas in which assumptions and estimates are significant for
the financial statements, are disclosed below.

5.1 DEFERRED INCOME TAX AND SOCIAL CONTRIBUTION
Deferred tax assets are recognized for unused tax losses to the extent that it
is probable that taxable profit will be available against which the losses can
be utilized. Significant management judgement 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 plan-
ning strategies and other sources of income.

The Company has R$13,636,522 of tax losses carried forward as at December
31,2020 (R$880,516 as at December 31, 2019). These losses relate to subsidiar-
ies that have a history of losses, do not expire, and may not be used to offset
taxable income in other subsidiaries. The subsidiaries neither have any tax-
able temporary difference nor any tax planning opportunities available that
could partly support the recognition of these losses as deferred tax assets.
Based on this, the Company determined that cannot recognize deferred tax
assets on the tax losses carried forward.

5.2 PROVISION FOR TAX, CIVIL AND LABOR RISKS

The Company and its subsidiaries are parties to several legal and administra-
tive procedures as described in note 23. Provisions are recorded for tax, civil
and labor risks related to lawsuits that represent probable, except for those
related to business combinations, and are estimated with a certain degree of
certainty. The assessment of the likelihood of loss includes the assessment of
the available evidence, the hierarchy of laws, the available jurisprudence, the
most recent court decisions, and their relevance in the legal system, as well
as the assessment of legal advisors.

5.3 POST-EMPLOYMENT HEALTHCARE PLAN

The cost of the post-employment healthcare plan is determined using actu-
arial valuations. An actuarial valuation involves making various assumptions
that may differ from actual developments in the future. These are based on
a series of financial and demographic assumptions, such as the discount
rate, medical inflation, and percentage of adhesion to the plan, which are
disclosed in note 24. Due to the complexities involved in the valuation and its
long-term nature, a defined benefit obligation is highly sensitive to changes
in these assumptions. All assumptions are reviewed at each reporting date.

5.4 STOCK OPTION PLAN, RESTRICTED SHARE PLAN
AND STRATEGY ACCELERATION PROGRAM

Estimating fair value for share-based payment transactions requires deter-
mination of the most appropriate valuation model, which depends on the
terms and conditions of the grant. This estimate also requires determination
of the most appropriate inputs to the valuation model including the expect-
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ed life of the share option or appreciation right, volatility and dividend yield
and making assumptions about it.

The stock option plan, restricted share plan and strategy acceleration pro-
gram are measured at fair value at the grant date and the expense is rec-
ognized in profit or loss during the vesting period and in "Additional paid-in
capital” in shareholders’ equity. At the balance sheet dates, Management
reviews the estimates as to the number of stock options/restricted shares
and, where applicable, recognizes the effect arising from this review in profit
or loss for period against shareholders’ equity. The assumptions and models
used to estimate the fair value of the stock option plan, restricted share plan
and strategy acceleration program are disclosed in note 29.1.

5.5 IMPAIRMENT OF NON-FINANCIAL ASSETS

An impairment loss exists when the carrying amount of an asset or CGU ex-
ceeds its recoverable amount, which is the higher of fair value less cost of
disposal and value in use. Fair value less costs of disposal is calculated based
on information available about similar assets sold or market prices less addi-
tional costs to dispose of the asset.

Value in use is calculated based on the discounted cash flow model. Cash
flows derive from a budget prepared for the following three to five years,
according to the operating segment, and their projections consider the
market's expectations for operations, estimated investments and working
capital, as well as other economic factors. The value in use is sensitive to the
discount rate used under the discounted cash flow method, as well as the
growth rate and perpetuity used for extrapolation purposes.

5.6 ALLOWANCE FOR TRADE ACCOUNTS

RECEIVABLE EXPECTED CREDIT LOSSES

The allowance for expected losses on trade accounts receivable from custom-
ersis estimated based on theloss risk in an aging list model. The characteristics
of the Company's trade accounts receivable are (i) immaterial financial com-
ponent; (i) non-complex receivables portfolio; and (jii) low credit risk.

For trade accounts receivable, the Company applies the simplified approach
in calculating expected credit losses ("ECL") based on expected credit losses
at each reporting date. The allowance determined based on (i) each of the
subsidiaries credit losses historical experience, observed in each group of the
accounts receivable aging list, and (i) adjustments for specific prospective
factors for defaulters and the economic environment. An estimated range
is used based on the weighted average of the losses for the last 12 months.
The calculation also considers the length of time of the relationship of the
independent beauty consultant and a division between renegotiated and
non-renegotiated overdue accounts receivable.

5.7 ALLOWANCE FOR LOSSES ON INVENTORIES

The allowance for losses on inventories is estimated using a methodology to
contemplate discontinued products, materials with slow turnover, materials
with an expired expiration date or close to the expiration date, and materials
outside the quality parameters.

5.8 LEASES - ESTIMATING THE INCREMENTAL
BORROWING RATE

The Company cannot readily determine the interest rate implicit in the lease,
therefore, it uses its incremental borrowing rate ("IBR") to measure lease lia-
bilities. The IBR is the rate of interest that the Company would have to pay to
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borrow over a similar term, and with a similar security, the funds necessary to
obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. The IBR therefore reflects what the Company “would have to
pay’; which requires estimation when no observable rates are available (such
as for subsidiaries that do not enter into financing transactions) or when they
need to be adjusted to reflect the terms and conditions of the lease (for exam-
ple, when leases are not in the subsidiary’s functional currency).

The Company estimates the IBR using observable inputs (such as market in-
terest rates) when available and is required to make certain entity-specific
estimates.

5.9 MEASUREMENT AT FAIR VALUE

OF FINANCIAL INSTRUMENTS

When the fair value of financial assets and liabilities recorded in the bal-
ance sheet cannot be measured based on prices quoted in active mar-
kets, the fair value is measured based on valuation techniques, including
the discounted cash flow model. The inputs considered in these models
are obtained from observable markets, when possible. In situations where
these inputs cannot be obtained from observable markets, a degree of
judgment is necessary to establish the respective fair values. Associated
judgments include assessment of liquidity risk, credit risk and volatility.
Changes in the assumptions related to these factors could affect the fair
value of financial instruments.

5.10 BUSINESS COMBINATION

As disclosed in note 3.4, business combinations are accounted for using the
acquisition method, which involves the valuation of assets acquired and li-
abilities assumed at the respective fair values. This assessment involves the
use of estimates and assumptions that include significant judgments by
the Company, including those applied in the measurement of brand, sales
representatives and developed technology assets, as well as lease liabilities
(adjustments to reflect favorable lease conditions in relation to market terms)
and measurement and recognition of contingent liabilities.

The disclosures associated with these topics are included in note 4.

6. FINANCIAL RISK MANAGEMENT

6.1. GENERAL CONSIDERATIONS AND POLICIES

Risks and financial instruments are managed through policies, the defi-
nition of strategies and implementation of control systems, defined by
the risk management committees of the entities of the group, and ap-
proved by the Company's Board of Directors. The compliance of treasury
financial instruments positions, including derivatives, in relation to these
policies, is presented and assessed on a monthly basis by the Company’s
Treasury Committee and subsequently submitted to the analysis of the
Audit and Risk Management and Finance Committees, the Executive
Committee and the Board of Directors.

Risk management of Natura &Co group operations is performed by the
Company's Corporate Treasury, which is also responsible for approving
short-term investments and borrowings transactions. Risk management of
the subsidiaries Aesop, The Body Shop, Avon International and Natura &Co
Latam is conducted by local treasury teams, subject to monitoring and ap-
proval of the Company'’s Corporate Treasury.

6.2. FINANCIAL RISK FACTORS

The activities of the Company and its subsidiaries expose them to several fi-
nancial risks: market risk (including foreign currency and interest risks), credit
risk and liquidity risk. The Company’s overall risk management program is
focused on the unpredictability of financial markets and seeks to minimize
potential adverse effects on the financial performance, using derivatives to
hedge certain risk exposures.

a) Market risk

The Company and the subsidiaries are exposed to market risks arising from
their business activities. These risks mainly comprise possible fluctuations in
exchange and interest rates.

To hedge the current balance sheet positions of the Company and its sub-
sidiaries from market risks, the following derivative financial instruments are
used, which are comprised of the balances presented below, as of December
31,2020 and 2019:

Fair value (Level 2) Consolidated

Description 2020 2019
"Financial" derivatives 1,857,869 725,060
"Operating” derivatives (11,092) 512
Total 1,846,777 725,572
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b) Foreign currency risk

The Company and its subsidiaries are exposed to foreign currency risk re-
sulting from financial instruments in currencies other than their functional
currencies, as well as to operating cash flows in foreign currencies. To re-
duce this exposure, policies were implemented to hedge the Company from
foreign currency risk, which establish exposure levels related to these risks.

The treasury procedures defined by the current policies include monthly
projection and assessment of the consolidated foreign exchange rate ex-
posure of the Company and its subsidiaries, on which Management's deci-

sion-making is based.

The Company'’s foreign currency hedge policy considers the amounts of for-
eign currency of receivables and payables balances from commitments al-
ready assumed and recorded in the financial statements, as well as future cash
flows, with a six-month average term, not yet recorded on the balance sheet.

Pursuant to the Foreign Exchange Hedge Policy, the derivatives entered

Financial derivatives

into by the Company or its subsidiaries should eliminate the foreign cur-
rency risk of financial instruments in currencies other than their functional
currencies and should also limit losses due to foreign exchange rate varia-

tions on future cash flows.

To protect from the foreign exchange exposures in relation to foreign curren-
cy, the Company and its subsidiaries enter into transactions with derivative
financial instruments such as swap and forward exchange contracts ("NDF").

c) Derivatives instruments to hedge foreign exchange rate risk

The Company and its subsidiaries classify derivatives into “Financial” and
“"Operating” "“Financial” derivatives include swaps or forwards engaged to
hedge from foreign currency risk of borrowings, financing, debt securities
and intercompany borrowings denominated in foreign currency. "Operat-
ing” derivatives are used to hedge from foreign currency risk from the busi-

ness's operating cash flows.

As of December 31, 2020, the derivative balances are composed as follows:

Consolidated Principal (notional) amount Fair value Gain (loss)
Description 2020 2019 2020 2019 2020 2019
Swap contracts ©

Asset position

Long position - US. dollar 2,576,890 2,664,001 4,683,900 3,729,691 421,897 312,984
Liability position

CDlI floating rate:

Short position in CDI (2,576,890) (2,664,001) (2,803,797) (3,002,623) (172,885) (248,028)
Forward contracts (NDF)

Liability position

Post-fixed CDl rate:

Short position at interbank rate 1,409,102 200,896 (22,234) (2,008) (16,778) (160)
Total net derivative financial instruments: 1,409,102 200,896 1,857,869 725,060 232,234 64,796

@ Swap transactions consist of swapping the exchange rate fluctuation for a correction related to a percentage of the fluctuation of the Interbank Deposit Rate (post-fixed CDI),

in the case of Brazil

For the derivatives held by the Company and its subsidiaries as of Decem-
ber 31, 2020 and 2019, as the contracts are directly with financial institu-
tions and not through stock exchanges, there are no margin deposits to
guarantee these operations.

Operating derivatives - Consolidated

As at December 31, 2020 and 2019, the Company and its subsidiaries held
derivative financial instruments of the forward type with the objective of
hedging from foreign currency risk of operating cash flows (such as im-
port and export operations):

Principal (notional) amount Fair value
Description 2020 2019 2020 2019
Net position - GBP and USD 1,585,280 200,896 (7,670) (2,008)
Forward contracts 165,830 1,302,869 (3422) 512
Total derivative instruments, net 1,751,110 1,503,765 (11,092) (1,496)
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Sensitivity analysis

For the foreign currency risk sensitivity analysis, Management of the
Company and its subsidiaries believes that it is important to consider, in
addition to the assets and liabilities with exposure to fluctuations in ex-

change rates recorded in the balance sheet, the fair value of the financial
instruments entered into by the Company to hedge certain exposures on

December 31,2020 and 2019, as set forth in the table below:
Consolidated

2020 2019
Borrowings and financing in foreign currency in Brazil® (4,246,692) (3,381,959)
Receivables in foreign currency in Brazil 236,782 10,007
Trade accounts payable in foreign currencies in Brazil (14,459) (10,543)
Fair value of financial derivatives 4,680,478 3,729,691
Net asset exposure 656,109 347,196

@ Excluding transaction costs

This analysis considers only financial assets and liabilities recorded in Bra-
zil in foreign currency, since exposure to the foreign exchange rate vari-
ation in other countries is close to zero due to the strong currency and
effectiveness of its derivatives, and it is considered that all other variables,
especially interest rates, remain constant and do not consider any impact
of the forecasted purchases and sales.

The following table shows the projection of the incremental loss that
would have been recognized in profit or loss for the subsequent year, if
the current net foreign exchange exposure remains static, based on the
following scenarios:

Consolidated

Parity - R$ vs US$ 5.1967 5.1880 3.8910 2.5940

Scenario ll Scenario lll

Scenario Depreciation Depreciation

Operation/Instrument Scenario Real Probable 25% 50%

Assets denominated in US$

Fair value of “financial” derivatives 4,680,478 (7,887 (1,570,668) (4,696,247)

Trade accounts receivable recorded in Brazil in foreign currency 236,782 (399) (79,459) (237579)
Liabilities denominated in US$

Borrowings and financing in Brazil in foreign currency (a) (4,246,692) 7151 1,425,099 4,260,994

Accounts payable registered in Brazil in foreign currency (14,459) 24 4,852 14,508

Impact on net income and equity (1,105) (220,176) (658,318)

The probable scenario considers future US dollar rates for a 90 days-term.
According to quotations obtained at the Brazilian Stock Exchange ("B3") as at
December 31,2020 and in line with the first maturities of financial instruments
with exchange exposure, R$5.19 / US$ 1.00. Scenarios Il and Il consider an in-
crease/decrease in the US dollar of 25% (R$3.89 / US$ 1.00) and 50% (R$2.59 /
US$1.00), respectively. Management uses the probable scenario in the assess-
ment of possible changes in the exchange rate and presents the referred sce-
nario in compliance with IFRS 7/CPC 40 - Financial Instruments: Disclosures.

The Company and its subsidiaries do not use derivative financial instruments

for speculative purposes.

At the subsidiary Avon, the sensitivity analysis is prepared based on the for-
eign exchange contracts outstanding at December 31, 2020, all of which were
entered into to hedge foreign currency exposures. This hypothetical analysis
prepared by Avon does not consider exposures other than the US dollar. The
hypothetical impact was calculated on open positions using forward rates as
of December 31, 2020, adjusted for an assumed appreciation or depreciation
of 10%, 25% or 50% of the US dollar in relation to these hedge transactions. A
hypothetical appreciation of the US dollar against foreign exchange contracts
would minimize gains by R$82,889, R$207,223 or R$414,447, respectively, and
a hypothetical depreciation of 10%, 25% or 50% of the US dollar against our

Cash flow hedge instrument - Consolidated

foreign exchange contracts would increase gains by R$82,889, R$207,223 or
R$414,447, respectively.

Derivative instruments designated for hedge accounting
The Company formally designated its operations subject to hedge account-
ing for derivative financial instruments for hedging borrowings denominat-
ed in foreign currency of Natura Cosméticos S.A. and Natura Distribuidora de
México, S.A. de CV and to protect operating cash flows from The Body Shop's
foreign currency purchase and sales transactions, documenting the following:

The hedging relationship;

The Company'’s objective and risk management strategy in contracting

the hedge transaction;

Identification of the financial instrument;

The hedged item or transaction;

The nature of the risk to be hedged;

Description of the hedging relationship;

The statement of the ratio between the hedging instrument and the

hedged item, where applicable; and

The statement of prospective effectiveness of the hedge.

The outstanding positions of derivative financial instruments designated as
cash flow hedge on December 31, 2020 as set forth below:

Other comprehensive income

Accumulated Gainin the

Notional Fair contract gain 12-month

Hedged item currency Notional value value (a) (loss) period

Currency Swap — US$/R$ Currency BRL 2,576,020 1,879,348 249,021 183,342
Forward contract (The Body Shop) Currency BRL 1,096,227 (4,882) (4,882) (5,135)
Forward contract (Natura IndUstria) Currency BRL 17807 (702) (702) (201)
Total 3,690,054 1,873,764 243,437 178,006
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The changes in cash flow hedge reserve recorded in OCl are shown below:

Consolidated

Cash flow hedge balance as at December 31, 2018 (27,840)
Change in the fair value of hedge instrument recognized in OCI 107,337
Tax effects on fair value of hedge instrument (36,768)

Cash flow hedge balance as at December 31, 2019 42,729
Change in the fair value of hedge instrument recognized in OCI 178,006
Tax effects on fair value of hedge instrument (61,658)

Cash flow hedge balance as at December 31, 2020 159,077

The Company designates as cash flow hedge the derivative financial instru-
ments used to offset variations arising from foreign currency exposure, in the
market value of contracted debts, other than the functional currency.

d)Interest rate risk

The interest rate risk arises from financial investments and short and long-
term borrowings and financing. Financial instruments issued at variable rates
expose the Company and its subsidiaries to cash flow risk associated with in-
terest rates. Financial instruments issued at fixed rates expose the Company
and its subsidiaries to the fair value risk associated with the interest rate.

The Company's cash flow risk associated with interest rate arises from in-
vestments and short-term and long-term borrowings and financing issued
at floating rates. The Company's Management holds, for the most part, the
indexes of its exposures to deposit and lending interest rates tied to floating

rates. Financial investments are adjusted by the Interbank Deposit Rate ("CDI")
whereas borrowings and financing are adjusted by the Long-Term Interest
Rate ("TJLP"), CDI and fixed rates, according to the contracts entered into with
financial institutions and through the negotiation of securities with investors
inthat market.

Sensitivity analysis

On December 31, 2020, there are borrowings, financing and debentures con-
tracts denominated in foreign currency that are linked to interest swap con-
tracts, changing the liability index rate to the CDI variation. Accordingly, the
risk of the Company and its subsidiaries becomes the exposure to the variation
of the CDI. The following table presents the exposure to interest rate risks of
transactions related to CDl, including derivative transactions (borrowings, fi-
nancing and debentures in Brazil were considered in full, given that 99.1% of
the amount is related to the CDI):

Company Consolidated
Total borrowings and financing - in local currency (note 20) (515,966) (9,591,809)
Operations in foreign currency with derivatives related to CDI @ - (4,231104)
Short-term investments (notes 7 and 8) 845,197 3,865,319
Net exposure 329,231 (9,957,594)

) Refers to transactions involving derivatives related to CDI to hedge the borrowings and financing arrangements raised in foreign currency in Brazil

The sensitivity analysis considers the exposure of borrowings and financ-
ing, net of short-term investments, linked to CDI (notes 7 and 8).

The following tables show the projection of incremental loss that would
have been recognized in profit or loss for the following year, assuming
that the current net liability exposure is static and the following scenarios:

Company

Probable
Description Risk scenario Scenariolll Scenariollll
Net liability Rate increase 198 18N 3424

Consolidated

Probable
Description Risk scenario Scenario ll Scenario lll
Net liability Rate increase (3,626) (33,235) (62,844)

The probable scenario considers future interest rates for 90 days-term, ac-
cording to B3 quotations on the expected dates of the first maturities of fi-
nancial instruments with exposure to interest rates, as at December 31, 2020.
Scenarios Il and lll consider an increase interest rates by 25% (2.45% per year)
and 50% (2.94% per year), respectively, over a CDI rate of 1.96% per year.

e) Credit risk

Creditrisk refers to risk of a counterparty not complying with its contract ob-
ligations, which would result in financial losses for the Company. The Com-
pany's and its subsidiaries sales are made to a high number of Natura and
Avon consultants and this risk is managed through a credit granting process.
The result of this management is reflected in the “Allowance for expected
credit losses” under “Trade accounts receivables’; as shown in note 9.
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The Company and its subsidiaries are also subject to credit risks related to
financial instruments entered for the management of its business, mainly
represented by cash and cash equivalents, short-term investments and de-
rivative instruments.

The Company believes that the credit risk of transactions with financial insti-
tutions is low, as these are considered as first tier by the Management.

The short-term investments policy adopted by the Company’s Manage-
ment establishes the financial institutions with which the Company is
allowed to do business, in addition to defining limits on funds allocation
percentages and absolute amounts that may be allocated in each of these
financial institutions.
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f) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash,
bonds and securities, funds available through credit facilities and the ability
to settle market positions.

Management monitors the Company’s and its subsidiaries liquidity level
considering the expected cash flows in exchange for unused credit facilities,
as shown in the following table:

Company Consolidated
2020 2019 2020 2019
Total current assets 988,266 3,050,574 18,734,820 9,430,057
Total current liabilities (566,230) (3,080,9006) (16,159,586) (7518,423)
Total net working capital 422,036 (30,332) 2,575,234 1,911,634

As at December 31, 2020, the carrying amount of financial liabilities, mea-
sured using the amortized cost method, considering interest payments at
a floating rate and the value of debt securities reflecting the forward mar-

ket interest rates, may be changed due to the variation in floating interest
rates. Their corresponding maturities, considering that the Company and
its subsidiaries are in compliance with covenants, are shown below:

Less than one One to five Total expected Interest to be Carrying
Company year years Over five years cash flow accrued amount
Borrowings, financing and debentures 526,495 - - 526,495 (10,529) 515,966
Payables to related parties, trade accounts payable and supply
chain finance 9,693 - - 9,693 - 9,693
Less than one One to five Total expected Interest to be Carrying
Consolidated year years Over five years cash flow accrued amount
Borrowings, financing and debentures 4047276 9,165,849 1,551,721 14,764,846 (941,933) 13,822,913
Leases 1,231,622 2,644,292 734,771 4,610,685 (752,230) 3,858,455
Payables to related parties, trade accounts payable and supply
chain finance 6,774,205 - - 6,774,205 - 6,774,205

The Company and its subsidiaries currently have a credit line of up to
£70 million (seventy million British pounds), with guarantee, that can
be withdrawn in installments to meet short-term financing needs of
The Body Shop. This credit line has been used by the subsidiary since

6.3 COVID-19 IMPACTS

The Company is monitoring the evolution of the Covid-19 pandemic in
the markets it operates, especially with, regard to restrictive measures ad-
opted by these jurisdictions. The Crisis Committee created in the second
quarter of 2020 continuously analyzes the situation and acts to minimize
impacts on the operations and on the equity and financial position of the
Company and its subsidiaries, with the objective of implementing appro-
priate measures, ensuring the continuity of operations, protect cash, im-
prove liquidity and promote the health and safety of all.

Considering the uncertainties associated with the adversities observed in
the economic scenario, Management also assesses the possible effects on
the individual and consolidated financial statements, as discussed below:

6.3.1 REVENUES

The Company's and its subsidiaries' businesses were affected by the pan-
demic mainly at the beginning of the year, with results recovering from
the decreasing restrictions in the markets in which it operates, mainly
in Brazil, as some of the main markets in Europe follow more restrictive
measures to open stores and shops. The transition to the digital environ-
ment continued across all our brands, making it possible to offset the im-
pact of store closures, with an increase in e-commerce sales, in addition
to the growth seen in direct sales revenues.

6.3.2 PROVISION FOR EXPECTED LOSSES
ON ACCOUNTS RECEIVABLE FROM CUSTOMERS

The Company and its subsidiaries have been evaluating the impact of
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the first quarter of 2020 to reinforce its working capital and liquidi-
ty. The credit facilities up to R$150,000 (one hundred and fifty million
reais), which was in effect as at December 31, 2019 was closed during
the first half of 2020.

the crisis on accounts receivable, due to the possibility of increasing
credit risk, with the aim of ensuring the sustainability of the chain and
supporting its customer network. Changes in provisions for expected
losses are presented in note 9 and reflect an increase in 2020 arising
from the incorporation of Avon balances, acquired in the year. We
have not seen a material impact from the pandemic with respect to
the default of our customers.

6.3.3 IMPAIRMENT OF NON-FINANCIAL ASSETS

In the first quarter, the Company revised the projections used in the
goodwill impairment tests considering the adverse scenario brought
about by the pandemic and as a result the need to recognize an im-
pairment provision was not identified. In the fourth quarter, the Com-
pany carried out the annual goodwill impairment test, as indicated
in notes 3.1.12 and 18, and reached a conclusion similar to that in the
first quarter.

Retail operations (mainly composed of physical stores) are not considered
essential by government authorities, which led to the closure of part of
these locations during different periods of 2020. Due to this adverse sce-
nario, we performed an impairment test for the cash generating units
that comprise these operations and as a result, a reduction in the recover-
able amount of R$148,050 was recorded, as disclosed in note 19.

6.3.4 LEASES
During the year, the Company and its subsidiaries renegotiated contracts
and obtained discounts on store lease payments, as mentioned in note 19.
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6.3.5 OPERATIONAL CONTINUITY
Management is not aware of any material uncertainty that could gener-
ate significant doubts about its ability to continue operating indefinitely.

6.3.6 CAPITAL MANAGEMENT AND LIQUIDITY

RISK AND COVENANTS

The Company uses part of the resources from private funding and capital
increase (see notes 20 and 25), to accelerate its investments in the digi-
tization of operations, which were intensified as a result of the Covid-19
pandemic. Continuous cost management, including on other invest-
ments and discretionary expenditures, and Government incentives were
still used in several locations during the year. The Company ended the
year with a robust cash position, resulting in greater deleveraging and

ensuring compliance with our financial covenants.

6.4 CYBER-INCIDENT

In June 2020, the subsidiary Avon became aware that it was exposed to a cy-
ber-incident in its Information Technology ("IT") environment that interrupted
some systems and partially affected Avon's operations. Avon involved leading
external experts in cybersecurity and general IT controls, initiating a compre-
hensive containment and correction effort, as well as a forensic investigation.
By mid-August, Avon had reestablished all its main business processes and re-
sumed operations in all of its markets, including all of its distribution centers.

The cyber incident did not have a significant impact on the revenue per-
formance of the subsidiary for the year ended December 31, 2020, despite
having resulted in a phasing of the subsidiary's revenue from the second
to the third quarter of 2020, as the subsidiary met the order backlog that
was created. The incremental expense incurred as a result of the cy-

ber-incident was not material.

Although it has no indication that the accuracy and completeness of any
financial information has been affected as a result of the incident, the
subsidiary has performed extensive procedures to validate the accuracy

and completeness of its financial information.

6.5 Capital management

The Company's capital management objectives are to ensure that the
Company is continuously capable of offering return to its shareholders
and benefits to other stakeholders, in addition to maintaining an ideal
capital structure to reduce this capital cost.

The Company monitors capital based on the financial leverage ratios. This
ratio corresponds to the net debt divided by equity. The net debt corre-
sponds to total borrowings and financings (including short- and long-
term borrowings and financings, as shown in the consolidated statement
of financial position), deducted from cash and cash equivalents and short-
term investments (except for “"Crer Para Ver” funds).

6.6 FAIR VALUE ESTIMATE

Financial instruments that are measured at fair value at the reporting date
as prescribed by IFRS 13/CPC 46 - Fair Value Measurement follow the hi-
erarchy below:

Level 1: Valuation based on quoted (unadjusted) prices in active
markets for identical assets and liabilities on the reporting date. A
market is seen as active if quoted prices are readily and regularly
available from a Commodities and Securities Exchange, a broker,
industry group, pricing service or regulatory agency, and those pric-
es represent actual market transactions, which occur regularly on a
purely commercial basis;

Level 2: Used for financial instruments that are not traded in active
markets (for example, over-the-counter derivatives), whose valua-
tion is based on techniques that, in addition to the quoted prices
included in Level 1, use other inputs adopted by the market for the
asset or direct liabilities (i.e., as prices) or indirectly (i.e., derived
from prices); and

Level 3: Valuation determined by virtue of information, for assets
or liabilities, that is not based on data adopted by the market (i.e.,
unobservable information).

The carrying amounts and fair values of the Company's financial instru-
ments as at December 31, 2020 and 2019 is presented as follows:
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Fair value Carrying amount Fair value
Company Note Classification by category hierarchy 2020 2019 2020 2019
Financial assets
Cash and cash equivalent 7 Amortized cost
Cash and banks Amortized cost Level 2 1,501 2173101 1,501 21737100
Certificate of bank deposits Level 2 504,198 207,699 504,198 207,699
505,699 2,380,800 505,699 2,380,799
Short-term investments
Fair value through
Exclusive investment funds 8 profit or loss Level 2 340,999 669,769 340,999 669,769
Accounts receivables - related parties 331  Amortized cost Level 2 115,952 - 15,952 -
Financial liabilities
Trade accounts payable, supply chain
finance and related parties 21/331 Amortized cost Level 2 (16,887) - (16,887) -
Carrying amount Fair value
Fair value
Consolidated Note Classification by category hierarchy 2020 2019 2020 2019
Financial assets
Cash and cash equivalent 7
Cash and banks Amortized cost Level 2 4,436,123 310,220 4,436,123 3,110,220
Certificate of bank deposits Amortized cost Level 2 808,988 211,261 808,988 211,261
Repurchase transactions Fair value through profit or loss Level 2 576,108 11927101 576,108 1192101
5,821,219 4,513,582 5,821,219 4,513,582
Short term investments 8
Government bonds Fair value through profit or loss Level 1 864,940 221900 864,940 221900
Restricted cash Fair value through profit or loss Level 2 40,425 - 40425 -
Financial treasury bill Fair value through profit or loss Level 2 505,152 374,690 505,152 374,690
Loan investment fund Fair value through profit or loss Level 2 817253 407928 817,253 407928
Dynamo Beauty Ventures Ltd fund Fair value through profit or loss Level 3 16,104 7402 16,104 7402
Certificate of bank deposits Fair value through profit or loss Level 2 292,878 21,327 292,878 21,327
2,536,752 1,033,247 2,536,752 1,033,247
Trade accounts receivable 9 Amortized cost Level 2 3,597,535 1,685,764 3,597,535 1,685,764
Judiicial deposits 13 Amortized cost Level 2 566,190 337255 566,190 337255
Carbon Credits 15 Fair value through profit or loss Level 2 4,097 3,508 4,097 3,508
Sublease receivables 15 Amortized cost Level 2 357538 - 357538 -
Fair value through profit or loss -
"Financial” and “operating” derivatives hedging instrument Level 2 1,768,122 737378 1,768,122 737378
"Financial” and “operating” derivatives Fair value through profit or loss Level 2 139,856 - 139,856 -
1,907,978 737,378 1,907,978 737,378
Financial liabilities
Borrowings, financing
and debentures 20
Local currency borrowings Amortized cost Level 2 (9,591,809) (7412,443) (9,466,921) (7445,672)
Foreign currency borrowings Amortized cost Level 2 (4,231104) (3,373,931 (4,459,081) (3,541,547)
(13,822,913) (10,786,374) (13,926,002) (10,987,213)
Carbon Credits 24 Fair value through profit or loss Level 2 (5,560) (4,519) (5,560) (4,519)
Fair value through profit or loss -
“Financial” and “operating” derivatives hedging instrument Level 2 - (10158) - (10158)
"Financial” and “operating” derivatives Fair value through profit or loss Level 2 (61,201) (1,648) (61,201) (1,648)
(61,201) (11,806) (61,201) (11,806)
Lease liabilities 19 Amortized cost Level 2 (3,858,455) (2,517565) (3,858,455) (2,517565)
Trade payables and supply chain finance
operations Amortized cost Level 2 (6,774,205) (1,829,756) (6,774,205) (1,829,756)

The Company estimates that cash and cash equivalents, trade accounts
receivable, trade accounts payable and other current liabilities balances
are equivalent to their book values, mainly due to the short-term matur-
ities of these instruments.

The carrying amounts of financial investments in Bank Deposit Certifi-
cates measured at amortized cost approximate their fair values as the
operations are carried out at floating interest rates.

The carrying amounts of borrowings, financing and debentures are
measured at their amortized cost and disclosed at fair value, which does
not differ materially from carrying amounts as the agreed interest rates
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are consistent with current market rates.

The fair value of foreign exchange derivatives (swap and forward) is de-
termined based on future exchange rates at the reporting date, with the
resulting value discounted to present value.

The fair value of the investment in the Dynamo Beauty Fund, classified at
level 3 of the fair value hierarchy is calculated based on information on
the net value of the investment in the Fund (NAV) calculated by the Fund's
manager based on valuation assumptions consistent with the account-
ing practices adopted in Brazil and IFRS, adjusted to reflect the fair value
assumptions applicable to the nature of the Company's investment. The
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Company's valuation considers inputs not observable in the model, in
order to reflect the contractual restrictions on this investment for early
redemption of the security in the market. The significant unobservable
inputs used in the measurement of fair value reflect a discount due to
the lack of liquidity of the security, which represent the values that the
Company determined that market agents would take into account for

7. CASH AND CASH EQUIVALENTS

these discounts when defining the investment price. 1% increase (de-
crease) in the applied discount (15.4%) would result in an increase (de-
crease) in the fair value of the investment of R$ 185.

There were no transfers between measurement levels in the fair value hier-
archy for the year ended December 31, 2020 for these assets and liabilities.

Company Consolidated
2020 2019 2020 2019
Cash and banks 1,501 217301 4,436,576 310,220
Certificate of Bank Deposits @ 504,198 207,699 808,988 21,261
Repurchase transactions © - - 576,108 1192101
505,699 2,380,800 5,821,672 4,513,582

@ As of December 31, 2020, Certificate of Bank Deposits ("CDB") short-term investments are remunerated at an average rate of 103.2% of CDI (106.9% of CDI as of December 31, 2019)

with daily maturities redeemable with the issuer itself, without significant loss of value

BRepurchase transactions are securities issued by banks with a commitment by the bank to repurchase the securities, and by the client to resell the security, at a defined interest
rate and within a predetermined term, which are backed by public or private securities (depending on the financial institution) and are registered within the Central of Custody

8. SHORT-TERM INVESTMENTS

Company Consolidated

2020 2019 2020 2019

Exclusive investment funds @ 340,999 669,769 - -
Loan investment funds - - 817,253 407928
Certificate of Bank Deposits © - - 292,878 21327
Treasury bills © - - 505,152 374,690
Government bonds (LFT) @ - - 864,940 221,900
Dynamo Beauty Ventures Ltd. Fund - - 16,104 7402
Restricted cash = - 40425 -
340,999 669,769 2,536,752 1,033,247

Current 340,999 669,769 2,520,648 1,025,845
Non-current - - 16,104 7402

EThe Company and subsidiaries concentrate most of their investments in an exclusive investment fund, which holds interest in shares of the Essential Investment Fund. The values
of the quotas held by the Company are presented under the heading “Exclusive Investment Fund” at the Parent Company. The financial statements of the Exclusive Investment
Fund, in which the group has exclusive participation (100% of the quotas), were consolidated, except for the quotas of the Natura Institute, and the amounts of its portfolio were
segregated by type of investment and classified as cash and marketable securities, based on the accounting practices adopted by the Company. For the purposes of consolidated
presentation, the fund balance, as well as the positions of the other subsidiaries are presented according to the financial component

B nvestments in CDBs classified as short-term investments are remunerated at an average rate of 100.0% of the CDI (106.9% of the CDI as at December 31, 2019). As at December
31,2020, the Crer Para Ver line within the exclusive fund is R$ 57,609 (R$ 38,018 as at December 31, 2019)

© As of December 31, 2020, investments in Treasury bills are remunerated at an average rate

of 136.61% of the CDI (106% as at December 31, 2019).

@ As of December 31, 2020, investments in Government Bonds (LFT) are remunerated at an average rate of 105.9% of the CDI (100.4% of the CDI on December 31, 2019)

Maximum exposure to credit risk at the reporting date is the carrying amount of each aging range, net of the allowance for expected credit losses, as

shown in the aging list below:

Consolidated

2020 2019

Certificate of Bank Deposits (CDB) 292,878 21,327
Repurchase transactions (cash and cash equivalent) 576,108 11927101
Financial letter 505,152 374,690
Government bonds (LFT) 864,940 221,900
2,239,078 1,810,018

9. TRADE ACCOUNTS RECEIVABLE
Consolidated

2020 2019

Trade accounts receivable 4,029,643 1,793,759
Allowance for expected credit losses (432,108) (107,995)
3,597,535 1,685,764
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9 Maximum exposure to credit risk at the reporting date is the carrying amount of each aging range, net of the allowance for expected credit losses, as

shown in the aging list below:
Consolidated

2020 2019
Current 1,988,583 1,501,958
Past due:
Up to 30 days 1,506,460 142,069
31to 60 days 173121 36,466
61to 90 days m,735 27789
91t0 180 days 249744 85477
Allowance for expected credit losses (432,108) (107,995)
3,597,535 1,685,764

The changes in the allowance for expected credit losses for the year ended December 31, 2020 and 2019 are as follows:
Consolidated

Balance as at December 31, 2018 (129,242)
Additions (209,515)
Write-offs (a) 232,034
Exchange variation (1,272)
Balance as at December 31, 2019 (107,995)
Additions (640,676)
Write-offs/reversals (a) 372,659
Exchange variation (56,096)
Balance as at December 31, 2020 (432,108)

@ Cefers to accounts overdue for more than 180 days which are written off when the Company has no expectation of recovering the trade accounts receivable and sales of
customer portfolio.

The following table shows trade accounts receivable by exposure to doubtful accounts on December 31, 2020: Consolidated

Allowance for
Trade accounts expected credit

receivable losses
Current 1,988,583 (53,352)
Past due:
Up to 30 days 1,506,460 (76,848)
31to 60 days 173121 (56,124)
61to0 90 days M735 (54,172)
91t0 180 days 20497444 (191,612)
4,029,643 (432,108)
/IO 10. |NVENTOR|ES Consolidated
2020 2019
Finished products 3,592,864 1,253,145
Raw materials and packaging 1,015,156 253,063
Consumables 170,88 82,228
Work in progress 36,025 27346
Allowance for losses (269,963) (185,232)
4,544,270 1,430,550

The changes in the provision for inventory losses for the year ended December 31,2020 and 2019 are as follows:

Consolidated

Balance as at December 31,2018 (178,268)
Additions, net® (147,140)
Write-offs © 136,431
Exchange rate variation 3,745
Balance as at December 31, 2019 (185,232)
Additions, net @ (341,799)
Write-offs© 354,692
Exchange rate variation (97,624)
Balance as at December 31, 2020 (269,963)

@Refer to the recognition of net allowance for losses due to discontinuation, expiration and quality, to cover expected losses on the realization of inventories, pursuant to the
Company's and its subsidiaries policy.
B Consist of write-offs of products discarded by the Company and its subsidiaries.
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11. RECOVERABLE TAXES Company Consolidated

2020 2019 2020 2019

ICMS on purchase of goods @ - - 681,147 434,832
Taxes on purchase of goods - foreign subsidiaries - - 230,260 39475
ICMS on purchases of PP&E - - 9,578 10,628
PIS and COFINS on purchases of PP&E ©) - - - 3,826
PIS and COFINS on purchase of goods © - - 780,841 280,087
Withholding PIS, COFINS and CSLL - - 1,669 2,378
Withholding income tax 23,637 - 23,637 -
Tax on Manufactured Products - [Pl @ - - 77096 30,190
Other - 5 199,333 3,438
23,637 5 2,003,561 804,854

Current 23,637 5 1,071,349 395,640
Non-current - - 932,212 409,214

@Tax credits related to the accumulated Brazilian tax on the circulation of goods, interstate and inter-municipal transport and communication services ("ICMS") were generated
mainly by purchases, whose tax rate is higher than the average sales and by the increase in exports.

© Brazilian taxes on the acquisition of fixed assets: Social Integration Programs ("PIS") and Contribution for Social Security Financing ("COFINS")

© The accumulated tax credits for PIS and COFINS basically arise from credits on purchases of raw materials used in production. The realization of these credits normally occurs
through offsetting with sales operations in the domestic market

@ The balance will be used to IPI payable in future operations of the Company's subsidiaries

12. INCOME TAX AND SOCIAL CONTRIBUTIO

12.1 DEFERRED

The deferred Corporate Income Tax - IRPJ and Social Contribution on Net Income - CSLL amounts arise from temporary differences in the subsidiaries. For
certain subsidiaries and the Company, deferred tax balances on tax losses were also recognized.

The amounts are as follows:

Consolidated

i) Breakdown of deferred income tax and social contribution - Assets:

2020 2019
Tax loss carryforwards and negative basis of social contribution tax 456,567 193,566
Allowance for doubtful accounts 133,162 51151
Allowance for losses on inventories 101,237 50,593
Provision for tax, civil and labor contingencies 57560 53,377
Provision for ICMS - ST 19,552 24,659
Allowances for losses on advances to suppliers 265 898
Accrued benefits sharing and partnerships 25912 17483
Provision for profit sharing 77434 54427
Provision carbon credits 9,848 8,297
Profit not realized in inventories 40,706 32,899
INSS with Suspended Liability - 17757
Lease 30,493 22,2268
Other expenses provision@ 332,985 60,386
Post-employment healthcare plan 35,553 33,589
Net Operating Loss and Other Deduction Carryforwards 263121 -
Stock option plan 334,416 112,095
Other temporary differences 208,279 35,323
Deferred income tax and social contribution assets 2,127,090 769,268
Effect of changes in fair value of derivative instruments, including hedge accounting transactions (638,071) (247163)
Amortization and depreciation - useful life differences (104,750) (118,632)
Fair value of identifiable net assets in business combinations of Emeis Holdings Pty Ltd - (24,516)
Provision/(reversal) for losses - property and intangible assets (44,544) (4,509)
Deferred income tax and social contribution liability (787,365) (394,820)
Total of Deferred income tax and social contribution 1,339,725 374,448

) Refers to temporary differences arising from the provision for invoices for services and suppliers recorded for which invoices have not yet been issued

Management assesses the possibility of offsetting deferred income tax assets and deferred income tax liabilities according to each jurisdiction. As a result, there
are as income position deferred liabilities for Avon, The Body Shop and Aesop.

Management monitors the performance of all its entities and evaluates whether deferred tax assets can be realized from the four sources of taxable income:
loss carryback potential, reversing taxable temporary differences, tax planning opportunities and forecasts of future taxable income. The Company does not
have deferred tax assets that cannot be supported by one or more of these sources of income.
Consolidated
2020 2019
Fair value of identifiable net assets in business combination @ 1,288,045 450,561

aThe balance includes deferred income tax liability on the fair value of net identifiable assets in the acquisition of Avon, The Body Shop and Aesop
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The Company has not recognized certain deferred tax assets on losses. These losses relate to subsidiaries that haveww a history of losses and may not be used to
offset taxable income elsewhere in the Company. The subsidiaries neither have any taxable temporary difference nor any tax planning opportunities available
that could partly support the recognition of these losses as deferred tax assets. On this basis, the Company has determined that it cannot recognize deferred
tax assets on the tax losses carried forward.

Indefinite Definite

Description Amount Expiration Expiration
Net Operating Loss @ 1,733,876 10,401,642 1,332,234
Credits ® 96,893 - 96,893
Other Future Deductible Iltems 1,538,418 100,068 1,438,350
Total 13,369,187 10,501,710 2,867,477

@ During 2021, expirations of approximately R$31 million are expected, the remaining expirations would start to occur in 2022 and future period with the majority of loss/deduction
carryforwards subject to expiration in 2031 and beyond.

© During 2021, expirations of approximately R$26 million are expected, the remaining expirations would start to occur in 2022 with the vast majority of utilizable credits subject to expiration
in 2027 In addition, R$ 2,4 million of credits are currently subject to limitation, are not utilizable and will expire unutilized during 2022 to 2026

Management continuously evaluates tax planning opportunities to prevent tax attributes from expiring unutilized. As of December 31, 2020, there are no prudent and feasible tax planning
opportunities that management would and could implement. In addition, for the attributes noted above, there are no other sources of income available and as a result, these attributes
remain unrecognized

Management continuously evaluates all sources of income to allow unrecognized deferred tax asset to become recognized when it is probable that there are sufficient sources of income
to allow for their recognition. Generally, recognition will occur when there is a history of profits that can be sustained and relied upon in the future and/or when facts/circumstances change
indicating that a history of losses has been overcome due to elimination of loss making factors, changes in operations and other factors to expiration in 2027 In addition, R$ 2.4 million of
credits are currently subject to limitation, are not utilizable and will expire unutilized during 2022 to 2026

Management continuously evaluates tax planning opportunities to prevent tax attributes from expiring unutilized. As of December 31, 2020, there are no prudent and feasible tax planning
opportunities that management would and could implement. In addition, for the attributes noted above, there are no other sources of income available and as a result, these attributes
remain unrecognized

Management continuously evaluates all sources of income to allow unrecognized deferred tax asset to become recognized when it is probable that there are sufficient sources of income
to allow for their recognition. Generally, recognition will occur when there is a history of profits that can be sustained and relied upon in the future and/or when facts/circumstances change
indicating that a history of losses has been overcome due to elimination of loss making factors, changes in operations and other factors

12.2 RECONCILIATION OF INCOME TAX AND SOCIAL CONTRIBUTION:

Company Consolidated

2020 2019 2020 2019
Income / (loss) After income tax and social contribution - (157,710) - 304,566
Taxes on Company Formation @ - 206,592 - 206,592
Income / (loss) before income tax and social contribution ® (650,196) 48,882 (388,935) 511,158
Income tax and social contribution at the rate of 34% 221,067 16,620 132,238 (173,794)
Benefit of expenses with research and technological innovation - 23,033 19,228
Tax incentives - - 10,018 12457
Subsidy for investments © - - 128173 24,864
Effect from differences of tax rates of entities abroad - - (166,394) 26,907
Taxation of profits of subsidiaries abroad - - (56,194) (60,305)
Unrecognized tax benefits (221,067) (3,635) (104,160) (8,893)
Tax Benefits of interest on equity (IOE) - 10,275 37628
Exercise of stock options and restricted stock plans - (9,770) 9,696
Non-Deductible Donation/Contribution - (12,509) (4,46)
UK Tax Law Rate Change @ - - (63,428) -
Withholding Taxes - - (63,754) -
Imputed Income - - (67,529) (1176)
Other permanent differences - (2,867) (34,743) (31,556)
Income tax and social contribution expenses - 10,118 (274,744) (149,099)
Income tax and social contribution - current 1018 (292,828) (94,781)
Income tax and social contribution - deferred 18,084 (54,319)
Effective Rate- % - (20.7) (70.6) 29.2

@ Tax levied on the formation of the Company resulting from the difference between Natura's accounting balances and the acquisition cost used for the purpose of the contribution
of shares issued by Natura to the Company's capital stock (note 24). Management believes that, although the amount of the aforementioned special capital reserve constitutes
part of the taxable profit for tax purposes in Brazil, the nature of this amount is different from the nature of other sources of taxable profit under the scope of IAS 12 (CPC 32)
The main differences are (i) the Company did not generate taxable profits and this tax is mainly related to the increase in equity that generates the special reserve for statutory
purposes; (i) the creation of the special reserve is, in substance, a matter of reclassification; (i) the tax is levied on the entity as a result of an additional increase in the equity of
the contribution made to the Company; and (iv) the Company's future profits, as well as Natura's future and historical profits will continue to be taxed in accordance with tax
legislation. The tax on the formation of the Company was recognized in the income statement and presented as "Taxes on the formation of the Company”

© The loss before tax consolidated related to 2020 is considering the results of continuing and discontinued operations

©The Company has tax incentives arising from its ordinary operations (Grant Investment).

@ During 2020, the income tax rate in the UK was changed from 17% to 19% which resulted in an increase in the Company’s Deferred Tax Liabilities associated with the UK. Such
increase was accrued through deferred income tax expense during 2020

The movement in deferred asset and liability income tax and social contribution for the period ended December 31, 2020 were as follows: Asset
SSe

Company Consolidated

Balance at December 31, 2019 374,448 (450,561)
Effect on profit or loss (19,639) 37723
Reserve for grant of options and restricted shares 96,181 -
Effect on other comprehensive income (61,658) -
Currency Translation Effect 283,359 (314,527)
Business combination 667034 (560,680)
Balance at December 31, 2020 1,339,725 (1,288,045)
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12 13.JUDICIAL DEPOSITS

Judicial deposits represent restricted assets of the Company and its subsidiaries and are related to the amounts deposited and held in court until the resolu-

tion of the disputes to which they are related. The judicial deposits held by the Company and its subsidiaries as at December 31, 2020 and 2019 are as follows:
Consolidated

2020 2019

Unaccrued tax lawsuits @ 262,654 203,403
Accrued tax lawsuits © 252,961 16415
Unaccrued civil lawsuits 9,671 2,541
Accrued civil lawsuits 2189 426
Unaccrued labor lawsuits 14,166 8,683
24,549 5,787

Accrued labor lawsuits
Total judicial deposits 566,190 337,255

@ The tax procedure related to these judicial deposits refer mainly to the ICMS-ST, disclosed in note 2311, contingent liabilities - possible risk of loss
©The tax procedure related to these judicial deposits refer, substantially, to the sum of the amounts disclosed in note 23.2.1, and the amounts presented in note 22.

Changes in escrow deposits balances for the year ended December 31, 2020 and 2019 are presented below:

Consolidated

Balance at December 31, 2018 333,577
New deposits 2,542
Redemptions (7,556)
Interests 13,352
Payments / Write-offs for expenses (4,660)
Balance at December 31, 2019 337,255
Acquisition of subsidiary 283,885
New deposits 18,377
Redemptions (64,761)
Interests 1,242
Payments / Write-offs for expenses (17,739)
Exchange variance (2,009)
Balance at December 31, 2020 566,190

Besides to judicial deposits, the Company and its subsidiaries have insurance policies to guarantee certain lawsuits. Details of these insurances are

presented in note 35.

11 148 NON-CURRENT ASSETS HELD FOR SALE

The assets classified as held for sale were acquired in the acquisition process of Avon (note 4). The change in the balance for the year ended December

31,2020 is as follows:
Consolidated

Balance as at December 31, 2019

Avon acquisition 199,050
Addiitions @ 25,779
Transfer to fixed assets © (29,610)
Sale © (61,760)
Exchange rate variation 47,820

181,279

Balance as at December 31, 2020

@ During the fourth quarter of 2020, Avon made its operations in Saudi Arabia available for sale

© During the first quarter of 2020, Avon identified new circumstances that, previously, were considered unlikely and, as a result, decided not to proceed with the sale of two
properties, one located in Brazil and the other, in Romania. As a result, the subsidiary reclassified such properties from "Held for sale” to "Property, plant and equipment” ("PP&E")
At the time of the reclassification, the depreciation was recorded, resulting in an immaterial impact on the consolidated financial statements

©During the third quarter of 2020, Avon complete the sale of two properties: (i) a distribution center located in Hungary, and (i) a plant located in China.

As of December 31, 2020, assets held for sale include Avon properties, located in Brazil, Spain and Saudi Arabia.

43



Natura &co

15. OTHER CURRENT AND NON-CURRENT ASSETS

Company Consolidated

2020 2019 2020 2019
Advance for advertising and marketing - 42,233 28,669
Advances to suppliers - - 257099 102,225
Advances to employees - - 65,180 13,983
Advance and security deposit for rent @ - - 169,958 96,202
Prepaid insurance expenses - - 200,074 29,647
Surplus pension plan ® - - 683,425 -
Advances to customs broker - Import taxes - - 34,016 34,932
Sublease receivables© - - 357538 -
Carbon credits - - 4,097 3,508
Receivables from service providers @ - - 135,030 -
Other 2127 - 195,138 39,868

2,127 - 2,143,788 349,034
Current 1979 - 616,120 265,198
Non-current 148 - 1,527,668 83,836

@ Mainly related to: (i) advances of rental agreements that were not included in the initial measurement of lease liabilities / right-of-use of the subsidiary The Body Shop, in
accordance with the exemptions on IFRS 16 (CPC 06(R2)); and (i) security deposits for the rental of certain stores of the subsidiaries The Body Shop and Aesop, which will be

returned by the landlord at the end of the rental agreements.

BPension plan arising from the acquisition of Avon (note 4 and 29.2)

“@Refers to the sublease receivable from the New York office owned by Avon.

9 Refers to receivables mainly arising from damage that occurred with carriers and insurance companies.

16. INVESTMENTS

Company
2020 2019
Investments in subsidiaries, net of losses 15,433,251 3,392,677
Goodwill from the acquisition of Avon (Note 4) 11,511,028 -
Total 26,944,279 3,392,677
Information and changes in the balances for the years ended on December 31, 2020 and 2019:

Natura Natura &Co

Cosméticos Avon Products, International
S.A-0 Inc. s.arl Total

Percentage of participation 100.00% 100.00% 100.00%
Equity of subsidiaries 6,929,074 (4,583,531) 5641757 7987300
Equity participation (capital deficit) 6,929,074 (4,583,531) 5,641,757 7987300
Fair value adjustment of acquired assets and liabilities - 7445951 - 7445951
Goodwill - 11,511,028 - 1,511,028
Total 6,929,074 14,373,448 5,641,757 26,944,279
Subsidiaries net income (loss) for the year 1102,271 (1,527153) 32,103 (392,779)
Balances on December 31, 2018 - - - -
Share of profit (loss) of equity investees 89,332 - - 89,332
Exchange rate variation and other adjustments in the translation of investments of foreign subsidiaries (73,268) - - (73,268)
Effect of hyperinflationary economy adjustment (1,428) - - (1,428)
Actuarial gain (loss), net of taxes (4,86) - - (4,86)

Contribution of the Parent Company to stock option plans granted to subsidiaries executives and
other reserves, net of tax effects 36,423 - - 36,423
Effect of hedge accounting, net of tax effects (15,972) - - (15,972)
Effect of change in interest in subsidiary 519,090 - - 519,090
Capital increase 2,842,686 - - 2,842,686
Balances on December 31,2019 3,392,677 - - 3,392,677
Share of the profit (loss) of equity investees 1102,271 (1,527153) 32,103 (392,779)
Exchange rate variation and other adjustments in the conversion of investments of foreign subsidiaries 1,970,795 1,870,219 (456,731) 3,384,283
Unrealized losses on the revaluation of balances between companies - 350,950 - 350,950
Hyperinflationary economy adjustment effect 66,788 - - 66,788
Contribution of the Parent Company to stock option plans granted to subsidiaries executives and

other reserves, net of tax effects 127930 - - 127930
Effect on hedge accounting, net of tax effects 116,348 - - 116,348
OCI from benefit and defined contribution plans (19,555) (61,399) - (80,954)
Capital increase 300,000 465,936 6,066,328 6,832,264
Distribution of dividends and interest on own equity (128,180) - - (128,180)
Write-offs Avon PSU plans - (91,219) - (91,219)
Acquisition value - 13,366,114 57 13,366,171
Balances at December 31, 2020 6,929,074 14,373,448 5,641,757 26,944,279

OThe investment balance in the direct subsidiary Natura Cosméticos S.A. includes goodwill arising from the acquisitions of the indirect subsidiaries TBS (R$ 1,946,742) and Aesop

(R$142,090) the according note 18
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17

17. PROPERTY, PLANT AND EQUIPMENT

Consolidated

Useful life Exchange
range Company rate
(in years) 2019 acquisition Additions Write-offs  impairment Transfers variation 2020
Cost:
Vehicles 2t05 45,578 25,789 14,594 (17274) - 1184 9,356 79,227
Templates 3 192,556 - 1243 (19,713) - 5,650 816 187,852
Tools and accessories 3to20 1,974 52,410 1,625 (1,743) - 5,888 5,524 85,678
Facilities 3to 60 309,772 1431 81 (3,599) - 8,791 (23,005) 293471
Machinery and accessories 3to15 866,451 740,328 20,098 (5134) - 58,649 139,301 1,819,693
Leasehold improvements 2t020 615,103 58,548 34,324 (8,761) 51,588 213155 963,957
Buildings 14to 60 386,957 1,203,081 12,275 - (115) 48,551 248,427 1,899,176
Furniture and fixture 2t025 397727 32,566 32,530 (6,300) (26) 1,239 98,812 566,548
Land - 35157 570,572 57 - - 4,252 51,575 661,613
IT equipment 3to15 297228 112,369 27254 (10,652) - 36,554 81,019 543,772
Other assets - - 36,423 - - - - 264 36,687
Projects in progress - 156,011 78,965 440,170 (592) - (305,305) 39136 408,385
Total cost 3,314,514 2,912,482 594,251 (73,768) (141) (72,959) 871,680 7,546,059
Accumulated depreciation
Vehicles (16,924) - (24,150) 10,081 - (2,093) 44 (33,042)
Templates (175,938) - (10,092) 19,684 - - (190) (166,536)
Tools and accessories (3,255) - (42,932) - - 10 7018 (39,159)
Facilities (167,362) - (19,933) 285 - 1044 9,240 (176,726)
Machinery and accessories (416,736) - (193,657) 2,759 - (1,202) 30,074 (578,762)
Leasehold improvements (267371) - (130,631) 724 (4,900) (4107) (80,669) (480,554)
Buildings (101,785) - (88,593) - - - 10,649 (179,729)
Furniture and fixture (193,973) - (81,287) 4,704 (284) 4,093 (51,904) (318,611)
IT equipment (197,281) - (96,768) 8,591 (36) - (26,362) (311,856)
Other assets - - (25,078) - - - (949) (26,027)
Total accumulated
depreciation (1,540,625) - (713,121) 53,268 (5,220) (2,255) (103,049) (2,311,002)
Net total 1,773,889 2,912,482 (118,870) (20,500) (5,361) (75,214) 768,631 5,235,057
Consolidado
Other chan-
ges including
Useful life exchange
range (in rate varia-
years) 2018 Additions Write-offs  impairment Transfers tion 2019
Cost
Vehicles 2to5 78,072 12,463 (41,883) - 99 (3173) 45,578
Templates 3 203,814 1499 (23,823) - 10,874 192 192,556
Tools and accessories 3to020 8,161 314 (445) - 3910 34 1,974
Facilities 3to 60 310,282 49 - - (1,534) 975 309,772
Machinery and accessories 3to15 819,919 9,563 (1,259) - 54,336 (16,108) 866,451
Leasehold improvements 2to 20 577217 46,869 (23,243) (1,958) 20,645 (4,427) 615,103
Buildings 14to 60 940,002 2,245 - (887) (555,221) 818 386,957
Furniture and fixture 2t025 362,817 4018 (3,031) (3,514) 16,978 (15,641) 397,727
Land - 30,525 - - - 4,653 (27 35,157
IT equipment 3to15 263,524 21,976 (3,902) - 18,483 (2,853) 297228
Projects in progress - 103,463 204,07 (2,247) (146,598) (2,714) 156,01
Total cost - 3,697,796 339,203 (99,833) (6,359) (573,375) (42,918) 3,314,514
Accumulated depreciation
Vehicles (31,784) (15,832) 27478 - @ 3,221 (16,924)
Templates (191,507) (8,314) 23,739 - 148 (10) (175,938)
Tools and accessories (2,954) (687) 410 - - (24) (3,255)
Facilities (147,309) (20,703) - - 1234 (584) (167,362)
Machinery and accessories (379,050) (56,617) 657 - - 18274 (416,736)
Leasehold improverments (217167) (90,281) 19,089 - 5292 15,696 (267,371
Buildings (191,422) (7315) - - 96,558 394 (101,785)
Furniture and fixture (138,078) (78,988) 2734 - (184) 20,543 (193,973)
IT equipment (161,817) (44,606) 3443 - (936) 6,635 (197.281)
Total accrued depreciation (1,461,082) (323,343) 77,550 - 102,105 64,145  (1,540,625)
Net total 2,236,714 15,860 (22,283) (6,359) (471,270) 21,227 1,773,889
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18. INTANGIBLES

Consolidated

Other
changes
including
Reversal exchange
Useful life Acquisition (provision) of rate
range (years) 2019 of subsidiary Additions Write-offs  impairment Transfers variation 2020
Cost
Software 2.5t010 1,313,090 291,555 82,718 (15,095) - 258,092 128,790 2,059,150
Trademarks and patents
(Defined useful life) 20to 25 116,805 517,592 - - - - 260,181 894,578
Trademarks and patents
(Indefinite useful life) - 2,171,585 2,022/63 - - - - 1,553,309 5,747,057
Goodwill Avon (Note 4) - 11,511,028 - - - - 1,788,821 13,299,849
Goodwill Emeis Brazil
Pty Ltd. @ - 100,237 - - - - - 41,853 142,090
Goodwill The Body Shop © - 1,434,369 34,251 - - - - 478,121 1,946,741
Goodwill acquisition
of TBS stores - 1456 - - - - - - 1456
Relationship with retail
clients 10 1987 - - - - - 798 2,785
Key money
(indefinite useful life)© - 17,801 - - - - 1315 7653 26,769
Key money
(Defined useful life) @ 3to18 2447 - 150 - (2,051) 1,647 (1333) 10,860
Relationship with franchisees
and sub franchisees
and sales representatives®© 7to15 602,958 1,884,249 - - - - 472,312 2,959,519
Technology developed
(oy acquired subsidiary) 5 - 1131573 - - - - 463,468 1,595,041
Other intangible assets 2to10 110,288 159 176,015 (15,024) - (175,414) 12,251 108,275
Total cost 5,883,023 17,392,570 258,883 (30,119) (2,051) 85,640 5,206,224 28,794,170
Accumulated amortization
Software (649,347) - (365,184) 44 - (3,643) (4,368) (1,022,498)
Trademarks and patents (44,08) - (36,548) - - - (19,387) (100,043)
Key money (2197) - (535) - - 10 (6,149) (8,871)
Relationship
with retail clients (1,939) - (252) - - - (648) (2,839)
Relationship with franchisees
and sub franchisees
and sales representatives (95,772) - (278,048) - - - (45,241) (419,061)
Technology developed - - (294,713) - - - (24,296) (319,009)
Other intangible assets (13,159) - (6,4906) 15,020 - - (86) (4,721)
Total accumulated
amortization (806,522) - (981,776) 15,064 - (3,633) (100,175) (1,877,042)
Net total 5,076,501 17,392,570 (722,893) (15,055) (2,051) 82,007 5,106,049 26,917,128
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Consolidated I

Other chan-
Reversal gesincluding
Useful life (provision) of exchange
range (years) 2018 Additions Write-offs impairment Transfers variation 2019
Cost
Software 25t010 1,089,900 83,064 (546) - 18442 22,230 1.313.090
Trademarks and patents (Defined useful
life) 20to 25 111,801 - - - (154) 5158 116.805
Trademarks and patents (Indefinite useful
life) - 2,040,067 - - - - 131,518 2.171.585
Goodwill Emeis
Brazil Pty Ltd. @ - 96,867 - - - - 3,370 -
Goodwill The Body Shop © - 1,348,670 - - - - 85,699 100.237
Goodwill acquisition
of The Body Shop stores - 1456 - - 1434.369
Relationship
with retail clients 10 1,740 - - - - 47 1456
Key money
(indefinite useful life) © - 102,310 - - - (101,001) 16,492 17.801
Key money
(Defined useful life) @ 3to18 48,888 - - 2,818 (39,283) 24 12.447
Relationship with franchisees and sub
franchisees® 7to15 590,588 - (17958) - (371) 30,699 602.958
Technology developed (by acquired subsi-
diary) 5 - - - - - - =
Other intangible assets 2to10 121,697 145,483 (1133) - (146,364) (9,395) 110.288
Total cost 5,553,984 228,547 (19,637) 2,818 (168,731) 286,042 5.883.023
Accumulated amortization
Software (483,6606) (169,1744) 6,817 - 270 (3,594) (649.347)
Trademarks and patents (37,898) (4,330) - - 154 (2,034) (44.108)
Key money (2,835) - - - 7336 (6,698) (2.197)
Relationships
with retail clients (1149) (194) - - - (596) (1.939)
Relationship with franchisees and sub
franchisees (55,508) (43,150) - - 37 2,515 (95.772)
Technology developed - - - - - - -
Other intangible assets (22,383) (1,6017) 585 - 261 9,979 (13159)
Total accrued amortization (603,439) (218,449) 7,402 - 8,392 (428) (806.522)
Net total 4,950,545 10,098 (12,235) 2,818 (160,339) 285,614 5.076.501

@ Goodwill related to the acquisition of Emeis Holdings Pty Ltd. acquisition, classified as future economic benefits from synergies. It does not have defined useful life and it is
subject to annual impairment tests

© Goodwill related to the acquisition of The Body Shop, classified as future economic benefits from synergies. It does not have defined useful life and it is subject to annual impairment tests
In addition, on June 30, 2020, The Body Shop International Limited acquired the entity Aeon Forest Co. Ltd, for R$ 133,275 (¥ 2,632,000). On October 1st, 2020, the transaction was concluded
and resulted in an assigned amount of goodwill of R$ 34,251

©Key money with indefinite useful life refers to payments made to former tenants, to get the right to rent the property under lease and can be subsequently negotiated with
future tenants in the case of termination of the lease agreement. This balance was considered the scope of the lease standard (CPC 06 (R2) / IFRS 16), applicable from January 1¢,
2019 (note 3.29). The balance not reclassified to the right of use asset, refers to contracts that the standard exempts on the initial date, that is, short-term contracts. The remaining
balance is not amortized and is subject to an annual impairment test

@ Key money with defined useful life refers to payments made to ex-tenants or lessors, to obtain the right to rent the property under the terms of the lease and which cannot be
negotiated or recovered later. This balance was considered as the scope of the lease standard (CPC 06 (R2) / IFRS 16), applicable from January 1%, 2019. The balance not reclassified to the
Right of Use asset, refers to contracts that the standard exempt on the initial date, that is, short-term contracts. The remaining balance is amortized over the term of the agreements
©The balance refers to identifiable intangible assets from relationship with The Body Shop franchisees and sub-franchisees (relationship where the franchisee owns all rights to
operate within a territory) and sub-franchisees (relationship where a franchisee operate a single store within a market), with estimated usefullife of 15 years. In 2019 there is a write-
off related to agreements with sub-franchisees in Brazil. In addition, the balance position classified as the acquisition of a subsidiary represents the fair value of the relationship
between Avon and its sales representatives

a) Impairment test of intangible assets with indefinite useful lives
Goodwill arising from expected future profitability of acquired companies and intangible assets with an indefinite useful life were allocated to the
subsidiaries’ CGU groups. The accordance with CPC 01 (R1) / IAS 36 - Impairment of Assets, when a CGU or group of CGU has an intangible asset with

an indefinite allocated life, the Company must annually perform the impairment test of its book value. The groups of CGU with intangible assets with
indefinite useful life as at December 31, 2020 are presented below:

Trademarks and patents Goodwill Total
CGU groups 2020 2019 2020 2019 2020 2019
Natura &Co Latam 5403 2,566 9,994,861 - 10,000,264 2,566
Avon International 2,850,397 - 3,304,988 - 6,155,385 -
TBS International 2,891,257 2,169,019 1,946,741 1,434,369 4,837998 3,603,388
Aesop International - - 142,090 100,238 142,090 100,238
Total 5,747,057 2,171,585 15,388,680 1,534,607 21,135,737 3,706,192
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The main assumptions used to calculate the fair value less cost to sell as at December 31, 2020 are presented below:

Aesop The Body Shop Avon International Natura &Co Latam

Measurement of

recoverable value
(fair value less cost to sell)

Budgeted gross margin

Estimated cost

Discounted cash flow based on financial budgets approved by Senior Management during a discretionary period of five years with a terminal
value projected for the end of the period

Gross margins are based on average amounts obtained in the 2 years prior to the beginning of the budgeted period and projections for the next 5 years

Costs based on historical data and market trends, optimization of retail and direct sales operations (renewal of the geographical presence of stores,
revitalization of the franchise network) and physical expansion with growth in market share

Perpetuity

growth rate?® Constant growth of 4.20%.

Discount rates represent the risk assessment in the current market, specific to each group of CGU, taking into account the value of money over

time and the individual risks of related assets that were not incorporated in the assumptions included in the cash flow model. These cash flows were
discounted using a discount rate of 13.42% p.a. for Natura &Co Latam, 1114% p.a. for Avon International, 7.80% p.a. for TBS International and 911% p.a. for
Aesop International, in real terms. The discount rate was based on the weighted average cost of capital that reflects the specific risk of each segment

Constant growth of 4.10% Constant growth of 4.30%. Constant growth of 5.50%.

Discount rate (WACC)

U The rates are based on published market analyzes and projections with regard to the operating segment in which they operate and adjusted to reflect the assumptions
considered by Management in the approved projections and to reflect the inflation differential of other currencies, when applicable

) Due to the Covid 19 pandemic, the Company”s Management identified impairment indicators during the first quarter of 2020 and carried out an impairment test considering
each CGU of the group. Based on the analysis conducted by the Management, there was no need to record impairment losses for the balances of these assets as of March 31, 2020

The Company performed a sensitivity analysis of variables: (i) discount rate and (ii) growth rate in perpetuity, given its potential impacts on cash flows.
An increase of 1 percentage point in the discount rate or a decrease of 1 percentage point in the growth rate of the perpetuity of the cash flow of each
group of CGUs would not result in the need to recognize impairment losses. Based on Management's assessment, the need to recognize impairment
losses for intangible assets with indefinite useful lives in the year ended December 31, 2020 was not identified.

19. RIGHT OF USE AND LEASES

(a) Right of use asset

Consolidated

Exchange
Useful life in Acquisition rate

Years @ 2019 of subsidiary Additions Write-offs Impairment® Transfers © variation 2020
Cost
Vehicles 3 40,018 42467 61,878 (441) - - 13,945 157,867
Machinery and equipment 3to10 15,578 14,034 1,265 - - 12171 53,048
Facilities 3to10 784,900 489,740 146,695 (16,094) - - 211,592 1,616,833
IT equipment 10 283 18,429 6,211 (323) - - 5400 30,000
Retail stores 3to10 2,350,377 - 384,502 (25,189) (148,050) (2962) 779426 3,338,104
Tools and accessories 3 2,803 - - - - - 384 3187
Total cost 3,193,959 564,670 610,551 (42,047) (148,050) (2,962) 1,022,918 5,199,039
Accumulated depreciation
Vehicles (8,109) - (54,558) 192 - - (947) (63,422)
Machinery and equipment (4,317) - (14,899) - - - (1,829) (21,045)
Facilities (97190) - (291,431) 12,448 - - (23,592) (399,765)
IT equipment (214) - (18,694) - - - (253) (19167)
Retail stores (463,332) - (643,447) 3,527 - - (188,100) (1,291,346)
Tools and accessories (936) - (936) - - - (381) (2,253)
Total accrued depreciation (574,098) - (1,023,959) 16,167 - - (215,102) (1,796,992)
Net total 2,619,861 564,670 (413,408) (25,880) (148,050) (2,962) 807,816 3,402,047
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Consolidated

First-time

Useful life adoption Other

in Years @ (Note 3.29) Additions Write-offs Transfers @ changes 2019
Cost Value:
Vehicles 3 - 40,069 (146) - 95 40,018
Machinery and equipment 3to10 - 14,954 (40) - 664 15,578
Facilities 3to10 103,945 187294 - 481,235 12,426 784,900
IT equipment 10 - 279 - - 4 283
Retail stores 3to10 1,819,951 416,250 (76,022) 150,374 39,824 2,350,377
Tools and accessories 3 2,650 - - 153 2,803
Total cost 1,923,896 661,496 (76,208) 631,609 53,166 3,193,959
Depreciation value:
Vehicles - (8,083) 38 - (64) (8,109)
Machinery and equipment - (4126) - - (191) (4,317)
Facilities - (95,734) - - (14506) (97190)
IT equipment - (209) - - (5) (214)
Retail stores - (466,590) (2,968) - 6,226 (463,332)
Tools and accessories - (882) - - (54) (936)
Total accrued depreciation - (575,624) (2,930) - 4,456 (574,098)
Net total 1,923,896 85,872 (79,138) 631,609 57,622 2,619,861

@The useful lives applied refer to the term of the contracts in which the Company is sure that it will use the assets underlying the lease contracts according to the contractual terms

BIOf the total amount of impairment recorded in 2020, R$ 144,500 refers to the impairment loss of legacy stores of The Body Shop that were previously included in the store closure plan,
which were subsequently impacted by the effects of the pandemic, predominantly in the United States.

9Refers to key money related to store rentals. This amount is transferred from right of use to intangible assets when a new commercial agreement with the lessor is not yet signed

Consolidated

2020 2019
Armounts recognized in the statement of income for the year ended December 31, 2020 and 2019
Financial expense on lease 229,544 134,579
Amortization of right of use 1,023,959 575,624
Appropriation in the result of variable lease installments not included in the measurement of rental liabilities 45,952 31,023
Sublease revenue (27,079) (2,698)
Short-term rental expenses and low-value assets 72,546 126,067
Benefits granted by lessor related to Covid-19 (58,700) -
Other lease-related expenses 40,206 22,214
Impairment losses 144,500 -
Total 1,470,928 886,809
Amounts recognized in the financing cash flow statement:
Lease payments (principal) 843,338 497905
Values recognized in the operating cash flow statement:
Lease payments (interest) 225420 134,579
Variable lease payments, not included in the measurement of rental liabilities 13,033 11,199
Short-term and low-value assets leases payments 51,675 69,162
Lease-related payments 41944 26,460
Total 1,175,410 739,305

(b) Lease liability Consolidated

2020 2019
Current 1,059,661 542,088
Non-current 2,798,794 1,975,477
Total 3,858,455 2,517,565

Below are the changes in lease liability balances for the year ended December 31, 2020:
Consolidated

Balance as at December 31, 2019 2,517,565
New leases 559,905
Acquisition of subsidiary 777200
Lease payments (principal) (843,338)
Lease payments (interest) (225,420)
Recognition of financial charges 229,544
Write-offs @ (193,174)
Exchange rate variation 1,036,173
Balance as at December 31, 2020 3,858,455

@ Refers mainly to the termination of contracts related to store leases.
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19 The maturity analysis of the lease liability non-current balance of are as follows: Consolidated
2020 2019
2022 419,240 374,746
2023 408,977 361,688
2024 406,572 358,274
2025 onwards 1,564,005 880,769
Total 2,798,794 1,975,477

The table below set forth the rates applied, according to the lease terms:

As described in note 3.13.2, the Company'’s subsidiaries applied its incremental borrowing rate as the discount rate on lease liabilities. Considering that
the Company's lease contracts are substantially contracts with payment flows indexed by inflation indices and, also considering the disclosure sug-
gestions published in CVM Circular Letter 02/19, the Company'’s subsidiaries present below additional information on the characteristics of the lease
contracts so that users of the financial statements may, at its discretion, carry out projections of future payment flows indexed to inflation. Most of
the lease liabilities refer to Avon, The Body Shop and Aesop operations, which contracts were signed substantially in developed economies countries.
Therefore, for these countries, the potential effects of the discount would not be significant given its history of low inflation rates.

Contractual Payments - Consolidated

Maturity Average Onwards

discount rate 2020 2021 2022 2023 2024 2025 2025
2020-2022 1.9% to0 10.5% 566,802 32,692 8,946 - - - -
2023-2025 1.9% to 14.0% 32,802 304,688 305,886 302,042 298,194 271,790 -
2026-2028 1.9% to0 10,2% 69,488 74145 78,169 83,769 90,725 98,267 661,521
2029-2031 8.2% 10 13.6% 4778 4778 4778 4778 4778 4778 16,324
Total 673,870 416,303 397,779 390,589 393,697 374,835 677,845
Projected inflation ' 3.40% 3.40% 3.40% 3.60% 3.60% 3.60% 3.80% 3,80%

Rates obtained through future prices of DI coupons versus National Consumer Price Index (IPCA) observed in B3, applied to Brazilian contracts.

2@ 20. BORROWINGS, FINANCING AND DEBENTURES

Company Consolidated

Reference 2020 2019 2020 2019
Raised in local currency:
Financing Agency for Studies and Projects (FINEP) - - 73,076 101,988
Debentures A - - 4,042,515 4,251,231
BNDES - - 7789 3,539
BNDES - FINAME - - 15 183
Promissory notes B 515,966 2,883,382 773,949 2,883,382
Working capital - Mexico Operation - - 14,453 31,802
Working capital - Aesop Operation - - - 100,438
Working capital - The Body Shop Operation C - - 500,835 -
Working capital - Avon Operation - - 145,495 -
Notes — Avon D - - 4,033,682 -
Total in local currency 515,966 2,883,382 9,591,809 7,404,414
Raised in Foreign currency:
BNDES - - 1,639 8,029
Export Credit Note (NCE) - - - 81,210
Representative debt securities ("Notes"”) (! E - - 3,969,226 3,090,490
Resolution N2 4131/62 7 - - 260,239 202,231
Total in foreign currency - - 4,231,104 3,381,960
Grand total 515,966 2,883,382 13,822,913 10,786,374
Current 515,966 2,883,382 3,805,649 3,354,355
Non-current - - 10,017,264 7432,019
Debentures
Current - - 2,169,786 246,017
Non-current - - 1,872,729 4,005,214

Balances resulting from the business combinations with Avon (Note 4) recorded at the estimated fair value
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Refe- Effective
rence Currency Maturity Charges interest rate Guarantees
A Real Agosto de 2024 Interest of 109% to 112% of CDI, and 14% + CDI1.75% + CDI, 1.00% + CDI 109.5% - 113.1% None
and 115% + CDI, as maturing on March, 2020; September, 2020;
September, 2021; September 2022 and August 2024 CDI+115% -
CDI+179%
Approval of subsidiary IndUstria e Co-
B Real Until April, 2021 Interest of 3.25% p.a. + CDI CDI+3.30% meércio de Cosméticos Natura Ltda.
British Libor +interest  Approval of subsidiary
C Pounds March, 2021 Libor + interest of 2.00% p.a. of 2.00% p.a. Natura Cosméticos S.A
Interest of 7.00%
March, 2023 and p.a. and Interest
D Dollar March 2043 Interest of 700% p.a. and Interest of 8.95% p.a of 895% p.a. None
E Dollar February, 2023 Interest of 5.375% p.a 6,1% None
Approval of subsidiary
Libor +interest  IndUstria e Comércio
F Dollar May, 2022 Libor + interest 11% p.a 11%p.a de Cosméticos Natura Ltda

Changes in the balances of borrowings, financings and debentures for the year ended December 31, 2020 and 2019 are as follows:

Company Consolidated

Balance as at December 31, 2018 - 7,994,145
New borrowings and financing 2,879,038 5,346,145

Repayment (2,643,575)

Accrued finance costs 4,344 494,422

Finance costs payment - (499,798)

Exchange rate variation (unrealized) - 88,097

Exchange rate variation (realized) - 5,903

Translation effects (OCI) - 1,035

Balance at December 31, 2019 2,883,382 10,786,374
Assumed in a business combination (note 4) - 7250,735

New borrowings and financing 500,000 1,354,765

Repayment (2,881,160) (8,483,892)

Accrued finance costs 62,634 1,029,705

Finance costs payment (48,890) (1,293,094)

Exchange rate variation (unrealized) - 973,442

Exchange rate variation (realized) - 35429

Translation effects (OCI) - 2,169,449

Balance as at December 31, 2020 515,966 13,822,913

The maturities of non-current portion of borrowings, financing and debentures liabilities are as follows:

Company Consolidated
2020 2019 2020 2019
2021 - - - 2,279,759
2022 - - 586,002 527596
2023 - - 6,306,782 3,052,769
2024 onwards - - 3,124,480 1,571,895
Total - - 10,017,264 7,432,019

20.1 MAIN CHANGES IN BORROWINGS AND FINANCING

i)Debentures

On February 25, 2014, the Company conducted the 5th issuance of simple, registered, book-entry, non-convertible, unsecured debentures of Natura, in the total
amount of R$ 600,000 shares. A total of 60,000 debentures were issued, of which 20,000 debentures were in the st series, with maturity date on February 24, 2017,
in the amount of R$ 214,385; 20,000 debentures were in the 2nd series, with maturity date on February 25, 2018; and 20,000 debentures were in the 3rd series, with
maturity date on February 25, 2019, with an interest rate of 107.0%, 107.5% and 108.0% of the cumulative variation of the Brazilian Interbank Deposits ("DI”) average

daily rates, respectively.

On March 16,2015, the Company carried out the 6th issuance of simple, registered, book-entry, non-convertible, unsecured debentures of Natura, amounting to R$
800,000. 80,000 debentures were issued, of which 40,000 were in the 1st series, with maturity date on March 16, 2018, 25,000 were in the 2nd series, with maturity
date on March 16, 2019, and 15,000 were in the 3rd series, with maturity date on March 16, 2020, with an interest rate of 107.0%, 108.25% and 109.0%, respectively, of
the cumulative variation of the Brazilian Interbank Deposits ("DI") average daily rates.
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On September 28, 2017, the Company carried out the 7th issuance of simple, registered, book-entry, non-convertible, unsecured debentures of Natura, in the total
amount of R$ 2,600,000. A total of 260,000 debentures were issued, of which 77,273 were in the 1st series, with maturity date on September 25, 2020, and 182,727
were in the 2nd series, due on September 25, 2021, with an interest rate of CDI rate + 1.4% p.a. and CDl rate + 1.75% p.a., respectively.

On February 16, 2018, the Company carried out the 8th issuance of simple, non-convertible and unsecured debentures, with personal guarantee, in a single series,
for public distribution with restricted placement efforts, in accordance with CVM Instruction 476 from January 16, 2009 ("CVM Instruction 476"), in the total amount
of R$ 1,400,000, whose proceeds will be used to settle the promissory notes balance. Compensatory interest was paid in three (3) installments, starting on the issu-
ance date, with the first payment on August 14, 2018 and other payments on February 14, 2019 and maturity date on August 14, 2019. On September 28, 2018, there
was a repayment, in the amount of R$ 1,000,000, due to early maturity, early optional redemption and optional extraordinary payment, established in the indenture,
and remuneration corresponding to 110.0% of the cumulative variation of the Brazilian Interbank Deposits ("DI") average daily rates. The outstanding balance of the
8th issuance amounting to R$ 400,000 was settled on maturity date, that is, August 14, 2019.

On September 21,2018, the Company carried out the 9th issuance of non-convertible unsecured debentures, with personal guarantee, in three series, for public dis-
tribution with restricted placement efforts, in accordance with CVM Instruction 476, in the aggregate amount of R$ 1,000,000, used in the partial early amortization
of R$ 1,000,000 related to the 8th issuance. The issuance consisted of 100,000 debentures, of which 38,904 were in the 1st series, with maturity date on September
21,2020, 30,831 were in the 2nd series, with maturity date on September 21, 2021, and 30,265 were in the 3rd series, with maturity date on September 21, 2022, and
remuneration corresponding to 109.5%, 110.5% and 112.0%, respectively, of the cumulative variation of the Brazilian Interbank Deposits ("DI") average daily rates,
respectively.

On July 22, 2019, the Company carried out the 10th issuance of simple, non-convertible, unsecured debentures in four series, for public distribution with restricted
placement efforts, in accordance with CVM Instruction 476, in the aggregate amount of R$ 1,576,450. A total of 157645 registered, book-entry, non-convertible and
unsecured debentures were issued in four series, without no certificate issue or provisory certificate, at a nominal unit value of R$ 10, of which 40,000 were in the 1st
series, maturing on August 26, 2024; 9,570 in the 2nd series, maturing on August 26, 2024; 68,623 in the 3rd series, maturing on August 26, 2024, and 39,452 in the
4th series, maturing on August 26, 2024, and paying remuneration corresponding to 100% of the cumulative variation of the Brazilian Interbank Deposits ("DI") av-
erage daily rates plus 1% for the 1st series and 100% of the cumulative variation of the Brazilian Interbank Deposits ("DI") average daily rates plus 1.15% for other series.

The funds from the 10th issuance were used as follows. 1st series: full amortization of the 8th issuance of debentures in the amount of R$ 400,000; 2nd grade: partial
amortization of the 3rd grade of the 6th issuance in the amount of R$ 92,820; 3rd grade: partial amortization of the 1st grade of the 7th issuance in the amount of
R$ 664,090; 4th grade: partial amortization of the 1st grade of the 9th issuance in the amount of R$ 382,960.

The appropriation of costs related to the issuance of debentures in the year ended December 31, 2020 was R$ 3,888 (R$ 4,760 as of December 31, 2019), recorded
monthly under financial expenses, in accordance with the effective interest rate method. Issuance costs to appropriate amounted to R$ 9,466 as of December 31,
2020 (R$ 13,354 as of December 31, 2019).

ii) Promissory notes
On January 14, 2020, partial optional early redemption of the Promissory Notes of the 1st series was made in the amount of R$ 1,830,000.

On April 29, 2020, the 2nd issue of Promissory Notes by Natura &Co, in a single series, in the amount of R$ 500,000 and the 4th issue of Promissory Notes by subsid-
iary Natura, in a single series in the amount of R$ 250,000 were made. The promissory notes were publicly distributed with restricted placement efforts, pursuant
to CVM Instruction 476, of January 16, 2009. The funds were used for cash strengthening and increased liquidity.

On June 29, 2020, took place the total optional early redemption of the 1st issue of the first series of Promissory Notes by Natura &Co in the amount of R$ 370,000,
and the partial optional early redemption of the st issue of Promissory Notes of the second series in the amount of R$ 140,000.

Accrued costs related to the emission of the Promissory Notes in the year ended December 31,2020 amounted to R$ 25,205 (R$ 11,135 on December 31, 2019), record-
ed monthly in account of finance costs according to the effective interest rate method. As of December 31, 2020, the balance of issuance costs to be appropriated
is R$ 2,121(R$ 20,962 on December 31,2019).

iii) Working capital - The Body Shop

As presented in Note No. 6.2(e), The Body Shop had on December 31, 2019 a credit line of up to £ 70 million (seventy million pounds), corresponding to R$ 500,835
as at December 31, 2020, guaranteed by Natura, which could be withdrawn in installments to meet The Body Shop short-term financing needs. This credit line was
used during the second quarter of 2020, for working capital and liquidity reinforcement with payment of annual interest of Libor + 2%.

iv) Debt Securities Representative ("Notes") - Avon
The subsidiary Avon has the following debt securities representative ("notes”) issued:

Annual

percentage
Notes - Avon Main US$ Main R$ interest rate Maturity
Unguaranteed 461,883 2,400,267 7.00% March 15,2023
Unguaranteed 216,085 1122,929 8.95% March 15, 2043

The effects of allocating fair values from the business combination (note 4) were added to the notes issued by Avon, which at December 31,2020 amounted
to R$ 449,712.
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20.2 COVENANTS

The restrictive clauses associated with the debt contracts of the Company and its subsidiaries, establish the maintenance of minimum financial indicators
resulting from the ratio of the division of the net treasury debt by the EBITDA of the last 12 months, as well as non-financial indicators according to each
contract. As of December 31, 2020 and 2019, the Company and its subsidiaries are in compliance with such restrictive clauses.

21. TRADE ACCOUNTS PAYABLE AND REVERSE FACTORING OPERATIONS

Company Consolidated
2020 2019 2020 2019
Domestic trade accounts payables 4,748 - 5,462,377 1,581,759
Foreign trade accounts payables @ 4,945 - 1,014,356 105,073
Subtotal 9,693 - 6,476,733 1,686,832
Reverse factoring operations © - - 297472 142,924
Total 9,693 - 6,774,205 1,829,756

@ Refers to imports mainly denominated in US dollars, Euros and British pounds
© The Company and its subsidiaries have contracts signed with Banco Itad Unibanco S.A. to structure a “supply chain finance” the operation with the Company's main suppliers
Further details on these operations are included in note 316

22 TAX LIABILITI ES Company Consolidated

2020 2019 2020 2019

ICMS (ordinary) - - 134,165 120,300
ICMS-ST provision (a) - - 61,521 72423
Taxes on invoicing - foreign abroad - - 364,291 145,992
Social Security Tax (INSS) - suspension of the enforceability - - - 50147
Withholding tax (IRRF) 828 987 131,368 48,593
Other taxes payable - foreign subsidiaries - - 48,365 1180
Income tax 468 63 15,943 1,207
PIS and COFINS payable 11,857 - 11,857 -
INSS and service tax (ISS) payable - - 32,954 3,218
Others - - 94,357 399
13,153 1,050 894,821 443,459

Current 13153 1.050 785.367 320.890
Non-current - - 109454 122.569

(a) The Company's subsidiaries have discussions about the illegality of changes in state laws to charge ICMS-ST. Part of the amount recorded as tax payable but not yet paid is being
discussed in court by the Company's subsidiaries, and in some cases, the amounts are deposited in court, as mentioned in note 13.

23. PROVISION FOR TAX, CIVIL AND LABOR RISKS

The Company and its subsidiaries are involved in certain legal proceedings arising in the normal course of its business, which include civil, tax, social se-
curity, labor, business and others.

The Company's management believes that, based on the elements existing on the base date of these financial statements, the provision for tax, civil, labor,
commercial and other risks is sufficient to cover possible losses on administrative and legal proceedings, as shown below.
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23.1 CONTINGENCIES ASSESSED AS PROBABLE RISK OF LOSS

The changes in the tax, civil and labor provision and contingent liabilities are presented below:

Consolidated

Business
Tax Civil Labor Combination Total

2020 2019 2020 2019 2020 2019 2020 2020 2019
Balance at the beginning
of the year 127,842 163,852 30,653 32,300 61,571 65,655 - 220,066 261,807
Acquisition of subsidiany’ 671,667 - 37364 - 163,962 - 820,103 1,693,096 -
Additions 169,824 14,497 186,182 14,072 44,566 45,983 9,772 410,344 74,552
Reversals (71,797) (54,168) (62,013) (4,766) (4,607) (40,127) (67482) (205,893) (99,061)
Payments (54,590) (1150) (31169) (11,418) (48,792) (14,611 - (134,551) (27179)
Inflation adjustment 5,623 4,440 4164 309 6,508 5,009 21,671 37966 9,758
Exchange rate variation 83,202 371 12,525 156 27284 (338) 13,629 136,640 189
Transfers @ - - (99,309) - 841 - - (98,468) -
Balance as at December 31,
2020 931,771 127,842 78,397 30,653 251,339 61,571 797,693 2,059,200 220,066
Current 58,756 18,650
Non-current 2,000,444 201,416

0 Amounts arising from lawsuits with probability of possible and remote loss of tax nature in the amount of R$709,751, labor in the amount of R$ 54,728 and civil in the amount
of R$ 55,624, measured and recorded at the estimated fair value resulting from the business combination with Avon, in accordance with paragraph 23 of CPC 15 / IFRS 3 (Note 4
additionally, the fair value of contingent liabilities includes liabilities assumed and recognized by Avon prior to the allocation of fair value, in the amount of R$ 872,993

@ Balance arising from other obligations of the subsidiary Avon, related to reclassifications of processes previously recognized as contingent liabilities to other accounts payable.

2311 TAX

The consolidated tax contingencies and classified as probable loss, mainly involve (i) discussions about the illegality of changes in state laws to collection of ICMS,
and (i) discussions related to the exclusion of IPI charges from the income tax calculation basis, withhold income tax, as well as several lawsuits related to income tax
and social contribution taxation. Part of the amount not paid is being discussed in court, and in some cases, the amounts are deposited in court, as mentioned in

note 13. The tax provision also includes attorneys' fees for the sponsorship of tax proceedings, when applicable.

23.1.2 CIVIL, COMMERCIAL AND OTHER
On December 31, 2020, the Company and its subsidiaries are parties to commmercial and other civil lawsuits and procedures, mainly related to indemnity claims.

Provisions are periodically reviewed based on the evolution of processes and the evolution of jurisprudence to reflect the best estimate.

a) Talc-related disputes

The subsidiary Avon has been named a defendant in numerous personal injury lawsuits filed in U.S. courts, alleging that certain talc products the Avon sold in the
past were contaminated with asbestos. Many of these actions involve a number of co-defendants from a variety of different industries, including manufacturers
of cosmetics and manufacturers of other products that, unlike the Avon's products, were designed to contain asbestos. As of December 31, 2020, there were 164
individual cases pending against the Avon. During the three months ended December 31, 2020, 31 new cases were filed and 14 cases were dismissed, settled or
otherwise resolved. The value of the settlements was not material, either individually or in the aggregate, to the Avon's results of operations for the year ended

December 31, 2020. Additional similar cases arising out of the use of the Avon'’s talc products are reasonably anticipated.

We believe that the claims asserted against us in these cases are without merit. We are defending vigorously against these claims and will continue to do so. To
date, the Avon has not proceeded to trial in any case filed against it and there have been no findings of liability enforceable against the Company. However, na-
tionwide trial results in similar cases filed against other manufacturers of cosmetic talc products have ranged from outright dismissals to very large jury awards of
both compensatory and punitive damages. Given the inherent uncertainties of litigation, we cannot predict the outcome of all individual cases pending against
the Company, and we are only able to make a specific estimate for a small number of individual cases that have advanced to the later stages of legal proceedings.
For the remaining cases, we provide an estimate of exposure on an aggregated and ongoing basis, which takes into account the historical outcomes of all cases we
have resolved to date. Any accruals currently recorded on the Avon's balance sheet with respect to these cases are not material. However, any adverse outcomes,
either in an individual case or in the aggregate, could be material. Future costs to litigate these cases, which we expense as incurred, are not known but may be

significant, though some costs will be covered by insurance.

231.3LABOR

The Company and its subsidiaries as of December 31, 2020 are parties to labor claims filed by former employees and service providers, mainly related to the pay-
ment of severance pay, overtime, salary premiums and monies owed as a result of join liability and discussion about the recognition of any employment relation-
ship. None of these processes is individually relevant. Provisions are periodically reviewed based on the progress of lawsuits and history of losses on labor claims to

reflect the best estimate.

54



Natura &co

23.2 CONTINGENCIES ASSESSED AS POSSIBLE RISK OF LOSS

The Company’s subsidiaries have contingencies whose expectation of loss assessed by the Company's Management and supported by the legal advisors
is classified as possible and, therefore, no provision has been recorded. On December 31, 2020, the contingencies classified as possible loss probability
totaled R$ 9,559,550 (R$ 3,642,219 on December 31, 2019), in which R$ 797,693 (R$ 0 on December 31, 2019) were logged at the estimated fair value resulting
from the business combinations with Avon Products Inc., shown in the table above.

23.21TAX
The tax cases with possible losses totaling R$ 9,205,601 (R$ 3,503,392 at December 31,2019).

Below are the most relevant tax contingencies related to the following matters:

a) Infraction notices in which the Brazilian Federal Revenue Office requires IPl tax debts, due to the alleged non-observance of the minimum tax base, provided for
in the legislation, when sales transactions destined to interdependent wholesalers. Currently, tax assessment notices are pending judgment at the administrative
court level. As at December 31, 2020, the total amount under discussion is R$ 1,963,984 (R$ 208,204 as at December 31, 2019).

b) Lawsuits in which the industrial establishment equivalence is discussed, as provided for in the Decree n2 8.393/2015, which now requires IPl taxation of products
listed in the referred legal provision in outbound transactions carried out by interdependent wholesalers. As of December 31, 2020, the total amount under discus-
sion classified as a possible loss is R$ 1,660,532 (R$ 389,017 as at December 31, 2019).

c) Administrative and judicial processes that discuss the illegality of changes in Federal State laws regarding the collection of ICMS and ICMS-ST. As at December 31,
2020, the total amount under discussion is R$ 1,503,657 (R$ 406,002 as of December 31,2019).

d) Infraction notices in which the Brazilian Federal Revenue Office requires IRPJ and CSLL tax debts to challenge the tax deductibility of the amortization of goodwill
generated in the context of a corporate reorganization between related parties. Currently, the legality of the administrative decisions that rejected the motions
for clarification presented to challenge the special appeals dismissed is being discussed in the courts. As at December 31, 2020, the total amount under discussion
classified as a possible loss is R$ 1,396,782 (R$ 1,379,189 as at December 31,2019).

e) Infraction notices in which the Finance Department of the Sdo Paulo Federal State requires the collection of ICMS-ST, which was fully collected by the recipient of
the goods, the distributor. Currently, the process is pending judgment at the administrative court level. As of December 31, 2020, the total amount under discussion
classified as a possible loss is R$ 529,660 (R$ 521,903 as at December 31, 2019).

f) Infraction notices in which the Brazilian Federal Revenue Office requires IPl tax debts for disagreeing with the tax classification adopted by the Company for some
products. The tax assessment notices are awaiting judgment at the administrative court level. As at December 31, 2020, the total amount in discussion classified as
apossible loss is R$ 524,500 (R$ 218,204 as at December 31, 2019).

23.2.2 CIVIL, COMMERCIAL AND OTHER
As of December 31, 2020, civil, commercial and other lawsuits with possible losses total R$ 133,302 (R$ 61,532 on December 31, 2019).

Below are the most relevant contingencies related to the following matters:

a) Shareholder disputes

On February 14, 2019, a purported shareholder’s class action complaint (Bevinal v. Avon Products, Inc., et al., No. 19-cv-1420) was filed in the United States District
Court for the Southern District of New York against the Avon and certain former officers of Avon. The complaint was subsequently amended and recaptioned "In
re Avon Products, Inc. Securities Litigation". The amended complaint is brought on behalf of a purported class consisting of all purchasers or acquirers of Avon
common stock between January 21, 2016 and November 1st, 2017, inclusive. The complaint asserts violations of Sections 10(b) and 20(a) of the Securities Exchange
Act of 1934 (the "Exchange Act") based on allegedly false or misleading statements and alleged market manipulation with respect to, among other things, changes
made to Avon’s credit terms for Representatives in Brazil. Avon and the individual defendants filed a motion to dismiss which the court denied. During 2020, the
parties reached an agreement on a settlement of this class action. The terms of settlement include releases by members of the class of claims against Avon and
the individual defendants and payment of R$ 75,352 ($ 14.500). Approximately R$ 10,393 ($ 2,000) of the settlement was paid by the Avon (which represented the
remaining deductible under the Avon's applicable insurance policies) and the remainder of the settlement was paid by Avon's insurers. On August 31,2020, the court
granted preliminary approval of the settlement, and on February 3rd, 2021, the court entered an order and judgment granting final approval of the settlement. The
time to appeal this judgment has not yet expired.

23.2.3LABOR
As of December 31, 2020, contingencies classified as possible loss, totaled R$ 220,648 (R$ 77,295 as of December 31, 2019). No lawsuit is individually significant.
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23.3 CONTINGENT ASSETS

The updated amounts of PIS and COFINS installment refund requests calculated with the inclusion of ICMS in tax base, not recorded until December 31, 2020,
amounts to R$ 133,397 (R$ 26,933 on December 31, 2019), which refers to lawsuits still under discussion.

The Company and its subsidiaries, supported by the positioning of its legal counsel, observe the CPC 25 /1AS 37 Provisions, Contingent Liabilities and Contingent
Assets and the Circular Letter / CVM / SNC / SEP / No 01/2019.

24. OTHER LIABILITIES

Consolidated

2020 2019
Pension and post-employment healthcare plans © 783,184 98,792
Deferred revenue from performance obligations with customers® 422,353 76,250
Provisions for incentives to consultants © 292,034 -
Provisions for operating expenses (marketing / technology, etc.) @ 535,276 156,895
Discontinued operations © 153,140 -
Provision for store renovation 99,702 15,997
Crer Para Ver® 75,508 51,543
Provisions for rentals @ 70,598 26,568
Provision for restructuring ¢ 68,954 3,401
Long-term incentives 52,745 3,022
Provisions for apportionment of benefits and partnerships payable 10,005 7,860
Other provisions? 373,891 67846
Carbon credit 5,560 4,519
Exclusivity contract 3,000 5400
Total 2,945,950 518,093
Current 1,832,811 396,391
Non-current 113,139 121,702

@ As of December 31, 2020, Avon's pension and post-retirement plans amounts to R$ 648,990 and Natura's post-employment healthcare plans amounts to R$ 134,194 (R$ 98,792
as of December 31, 2019)

BRefers to the deferral of revenue related performance obligations of loyalty programs based on points, sale of gift cards not yet converted into products and programs and
events to honor direct selling consultants, of which R$ 318,686 related Avon and R$ 103,667 related to Natura consolidated.

@ Provision for incentive and recognition programs for consultants

@ Refers to the Group's operating provisions mainly due to spending on provision of technology services, marketing and advertising, etc., to comply with the accrual basis.

© As of December 17,2015, Avon has contracts that resulted in the separation of operations in the United States, Canada and Puerto Rico. These transactions were closed on March
1st, 2016. From that date, contingent liabilities prior to this transaction and related operations in the United States, Canada and Puerto Rico, are treated as discontinued operations

During the year ended December 31, 2020, Avon recorded R$ 143,112 as administrative expenses related to these provisions

H Refers to Social program contribution for developing the quality of education

@ Refers to the (grace) period granted by lessors for the start of payment of rental of certain retail stores, for rental agreements that were not included in the initial measurement
of lease liabilities / right-of-use of the subsidiary The Body Shop, in accordance with the exceptions permitted under IFRS 16 / (CPC 06 (R2))

" Provision for costs directly related to the plan for changes in the organizational structure, mainly of Avon and The Body Shop organizational structures.

il Refers substantially to the variable remuneration plans for Avon executives

' Refers to provisions for insurance coverage, indemnities and long-term contractual obligations

Post-employment health care and Pension plan

a) Defined benefit pension and postretirement plans (Avon)

The Avon subsidiary have contributory and noncontributory defined benefit retirement plans for substantially all of its employees. The benefits of these
plans are generally based on the employee's length of service and the average compensation near retirement, with certain plans have vesting require-
ments. The plans are funded based on legal requirements and cash flow.

The Avon subsidiary's largest defined benefit pension plan outside the United States ("US") is in the United Kingdom ("UK"). The UK defined benefit pension
plan was frozen for future accruals as of April 1st, 2013. The US defined benefit pension plan, the Avon Products, Inc. Personal Retirement Account Plan (the
"PRA"), is closed to employees hired on or after January 1st, 2015. Qualified retirement benefits for US-based employees hired on or after January 1st, 2015 will

be provided exclusively through Personal Savings Account Plan (the "PSA"), as described in note 29.3.

The most recent actuarial valuation of plan assets and the present value of the defined benefit obligation was carried out on December 31, 2020. The present
value of the defined benefit obligation and the respective cost of current services and cost of past services were measured at projected unit credit method.

The change in actuarial liabilities for the year ended December 31, 2020 is shown below:
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Consolidated

Post-

retirement
Pension Plan benefits Total
Balance at beginning of year 413,070 107,735 520,805
Cost of services - current 28,015 - 28,015
Interest cost 13,760 3,610 17370
Administrative costs 2476 - 2476
Company contributions (17.212) - (17.212)
Benefits paid (4,611) (27852) (32,463)
Actuarial gain (loss) in OCI 74,460 2,063 76,523
Reclassifications (14,451) - (14,451)
Plan amendments - (21147) (21747)
Special termination benefits - (29,915) (29,915)
Transfers - (25,273) (25,273)
Others (2,814) 985 (1,829)
Foreign currency changes 117,268 28,823 146,091
Balance at end of year 609,961 39,029 648,990

The significant actuarial assumptions for the determination of the actuarial liability are discount rate and rate of compensation increase. The details of

the assumptions are as follows:

2020

Post-

retirement

Pension Plan benefits

Discount rate 0.30% to 8.50% 3.95%
Rate of compensation increase 1.80% to 6.60% n/a

The analysis of the quantitative sensitivity analysis of discount rates and increase in compensation, if the behavior of such rate increased or decreased by 0.5%

and its respective effect on the balance (present value of the obligation, or "PVO") calculated on actuarial liabilities, as of December 31, 2020 is shown below:

Rate Chance PVO
Discount rate 1.53% 0.5% increase (331,549)
Discount rate 1.53% 0.5% decrease 372,084
Rate of compensation increase 2.74% 0.5% increase 12472
Rate of compensation increase 2.74% 0.5% decrease (11,952)

The sensitivity analysis presented above have been determined based on a method that extrapolates the impact on the defined benefit obligation, as a result
of reasonable changes in main assumptions occurring at the reporting date, keeping all other assumptions constant. The sensitivity analysis is based on a
change in a significant assumption, keeping all other assumptions constant.

The sensitivity analysis presented may not be representative of the actual change in the defined benefit obligation as it is unlikely that the changes in assump-
tions would occur in isolation of one another as some of the assumptions may be correlated. In addition, when presenting the above sensitivity analysis, the
present value of the defined benefit obligation has been calculated using the projected credit unit method at the reporting date, which is the same as that
applied in calculating the defined benefit obligation liability recognized in the statement of financial position.

The following are the expected payments of contributions to the defined benefit plan in future years:

Consolidated

2021 103,363
2022 89,038
2023 87706
2024 86,157
2025 83276
2026 to 2030 395,832
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The average duration of the defined benefit plan obligation at the end of the reporting period is 9.13 years.

b) Post-employment healthcare plan (Natura Cosméticos)
Post-employment healthcare plan as detailed in note 3.20.4. The number of active employees eligible for the healthcare plan after termination is closed to
new inclusions. On December 31, 2020 and 2019, the obligation weighted average duration is around 19.8 and 20.8 years, respectively, and its actuarial cal-
culation base is as follows:

1,064 (2019: 1,175) active employees of the companies;

537 (2019: 477) retired and dependent on companies.

The actuarial liability was calculated, on December 31, 2020 and 2019, considering the following main assumptions:

2020 2019
Discount rate 7.02% 7.39%
Initial growth rate of medical cost 375% 717%
Inflation rate 310% 3.80%
Final growth rate of medical cost 6.97% 717%
Per age range Per age range
1.25% a 1.54% to
Growth rate of medical costs due to aging - costs 475% p.a. 45%p.a
Growth rate of medical costs by aging - contributions 0.00% 0.00%
Bradesco
Plan 69.00% /
Unimed Plan
Percentage of adherence to the plan in retirement 84.00% 87.00%
Mercer Mercer
Schedule of disabled mortality Disability Disability
Schedule of mortality AT-2000 AT-2000
Proportional Proportional
calculation at calculation at
the time of the time of
Schedule of turnover service service

Maintaining the initial level of growth in medical costs at a real rate of 3.75% and reducing the annual discount rate from 7.39% to 7.02% generated a loss of R$ 3,891.

The table below sets forth the Medical Inflation Rate and the Discount Rate sensitivity analysis, if such rates increased or decreased by 0.5% and 1%, and their respec-
tive effect on the balance (present value of the obligation, or "PVO") calculated on the actuarial liabilities (maintaining the other assumptions):

Rate Chance VPO
Discount rate 702% 0.5% increase 110,383
Discount rate 7.02% 0.5% decrease 165,801
Rate of compensation 6.97% 1% increase 164,501
Rate of compensation 6.97% 1% decrease 110,866

The changes of actuarial liabilities for the years ended December 31, 2020 and 2019, is set forth in the table below:
Consolidated

2020 2019
Balance at the beginning of the year (98,792) (78,904)
Cost of the Company”s current service (620) (816)
Cost of interest (7,223) (7125)
Expenses paid 2,069 2427
Actuarial gains (losses) in OCl (29,628) (14,374)
Total (134,194) (98,792)

58



Natura &co

25. SHAREHOLDER'S EQUITY

25.1 CAPITAL STOCK
As at December 31,2020, the capital stock is R$ 12,377,999, consisting of 1,375,158,636 registered common shares, with no par value (R$ 1,485,436,464, com-
posed by 865,659,942 on December 31, 2019).

25.2 POLICY FOR DIVIDENDS AND INTEREST ON EQUITY DISTRIBUTION

The shareholders are entitled to receive every year a mandatory minimum dividend of 30% of net income, considering principally the following adjustments:
Increase in the amounts resulting from the reversal, in the period, of previously recognized reserves for contingencies.
Decrease in the amounts intended for the recognition, in the period, of the legal reserve and reserve for contingencies.
Whenever the amount of the minimum mandatory dividend exceeds the realized portion of net income for the year, management may propose,
and the General Meeting approves, allocate the excess to the constitution of the unrealized profit reserve (article 197 of Law 6,404/76).

The Board of Directors may pay or credit interest on equity in accordance with applicable law.

25.3 TREASURY SHARES

As of December 31, 2020, the “Treasury shares” has the following composition:

Number of Amount R$ Average price

shares (thousands) per share - R$

Balance as at December 31,2019 - - -
Used (1102,001) (52,849) 4753
Acquisition 1,418,702 64,516 4548
Balance as at December 31, 2020 316,701 1,667 38.04

The minimum and maximum cost of the balance of treasury shares on December 31, 2020 and 2019 are R$ 25.00 and R$ 49.71, respectively.

25.4 CAPITAL RESERVE

The acquisition of the subsidiary Avon resulted in the issuance of Natura &Co shares for the total subscription amount of R$ 13,274,894. Of this amount,
R$ 3,397,746 were allocated to the share capital account and the remainder amount of R$ 9,877,148 were allocated to the Company'’s capital reserve. This
incorporation of shares was approved at the Company’s Board of Directors meeting held on January 3, 2020.

The approval of the capital increase of R$ 2,000,000, approved on June 30, 2020, allocated the amount R$ 1,118 to the capital reserve.

The capital reserve had decreased of R$ 147,592, due to the allocation to the profit reserve and an increase of R$ 58,496, due to the effects of IAS 29 - Ac-
counting in Hyperinflationary Economics (CPC 42), and an increase of R$ 52,041 referring to the changes of the stock option and restricted share plans.
The capital reserve as at December 31, 2020 is R$ 11,052,470 (R$ 1,210,924 as at December 31, 2019).

25.5 PROFIT RESERVE
As of December 31, 2020, the profit reserve increased by R$ 155,884, of which (i) R$ 8,292 were due to effects of IAS 29 (CPC 42), applied to balances up to
December 31,2020, and (ii) R$ 147,592 due to the reclassification of capital reserve.

The profit reserve balance as at December 31, 2020 amounted to R$ 6,864 (R$ 149,020 on December 31, 2019).

25.6 EQUITY VALUATION ADJUSTMENT - OTHER COMPREHENSIVE INCOME

The Company recognizes in this equity item the exchange rate variation effect from investments in foreign subsidiaries, including exchange rate varia-
tions in a hyperinflationary economy, actuarial gains and losses arising from the employee benefit plan, and the effect from cash flow hedge operations.
For exchange rate variation, the accumulated effect will be reversed to the statement of income as a gain or loss only in the event of disposal or write-off of
the investment. For actuarial losses and gains, the amounts will be recognized when the actuarial liability is remeasured. The cash flow hedge transactions
are transferred to the statement of income in case an ineffective portion is identified or when the hedge relationship is terminated.
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26. OPERATING SEGMENTS

The determination of the Company’s operating segments is based on its Corporate Governance structure, which divides the business into the following
segments for purposes of decision making and Management analysis.
Since January 3, 2020, as a result of the acquisition of Avon (note 4), the Company’s Management has the following corporate governance structure:
Natura &Co Latam Operation - all Natura Cosméticos, Avon, Aesop and TBS operations located in Brazil and Latin America;
Avon International - all Avon operations, with the exception of Avon operations located in Brazil and Latin America;
TBS International - all The Body Shop operations, with the exception of The Body Shop operations located in Brazil and Latin America; and
Aesop International - all Aesop operations, with the exception of Aesop operations located in Brazil and Latin America.

In addition to the segment analysis, the Company's Management also analyzes revenues at various levels, mainly through the sales channels: direct sales,
operations in the retail market, e-commerce, B2B and franchises. However, the segregation by this type of operation is not yet considered significant for
disclosures by Management.

Revenue by segment is as follows for the year ended December 31, 2020:
Natura &Co Latam - 56%
Avon International - 25%
TBS International - 14%
Aesop International - 5%

The accounting practices for each segment are described in note 3.
The following tables provide the summarized financial information related to the segments and geographic distribution of the Company's commercial
operations for December 31, 2020 and 2019.

Additionally, as described above, as a result of the acquisition of Avon in 2020, the company changed its corporate governance structure, and also the

disclosures of segments. Therefore, the comparative figures originally disclosed in the 2019 financial statements, are presented to reflect the current
structure of corporate governance.

26.1 OPERATING SEGMENTS

2020
Reconciliation to net income (loss) for the year
Performance
assessed by Depreciation

the Com- and amorti- Financial Financial Net income

Net revenues pany zation income expenses Income tax (loss)

Natura &Co LATAM 20,542,345 2,369,515 (874,584) 3,402,578 (3,891,647) (428,191) 577679
Avon International 9,097,375 185,914 (814,678) 979,267 (1,442,216) (121,603) (1,213,315)
TBS International 5,332,922 935,255 (761,224) 82,736 (157705) (66,626) 32,436
Aesop International 1,949,338 606,544 (268,092) 23152 (72,056) (55,219) 234,328
Corporate expenses - (731,889) (278) 250,658 (210,192 396,895 (294,806)
Consolidated 36,921,980 3,365,339 (2,718,856) 4,738,391 (5,773,810) (274,744) (663,678)

2019
Reconciliation to net income (loss) for the year
Performance
assessed by Depreciation

the Com- and amorti- Financial Financial Net income

Net revenues pany zation income expenses Income tax (loss)

Natura &Co Latam 9,113,856 137272 (370,953) 1,893,333 (2,613,294) 41,623 322,880
TBS International 4,028,660 806,357 (559,927) 44,953 (99,765) (37,736) 153,888
Aesop International 1,302,174 351,944 (186,542) 9,337 (34,204) (47,768) 92,768
Corporate expenses - (61,809) - 8,161 (48,61 (311,810) (414,069)
Consolidated 14,444,690 2,468,664 (1,117,416) 1,955,784 (2,795,874) (355,691) 155,467
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2020 2019
Non-current Current Non-current Non-current Current Non-current
assets Total assets liabilities liabilities assets Total assets liabilities liabilities
Natura &Co Latam 20,228,016 27,644,907 12,410,585 9,060,600 4,574,087 9,328,858 316,454 8,235,678
Avon International 12,486,733 19,097,959 405,975 5,625,774 - - - -
TBS International 7,821,884 10,474,191 2,291,459 1,812,991 6,146,960 7,369,250 1,065,447 1477149
Aesop International 1,395,628 2,148,869 488,662 618,531 1,033,408 1,435,830 255,616 590,917
Corporate 250,516 1,551,671 562,905 253,007 - 3,050,574 3,080,906 -
Consolidated 42,182,777 60,917,597 16,159,586 17,370,903 11,754,455 21,184,512 7,518,423 10,303,744
26.2 REVENUE AND NON-CURRENT ASSETS, BY GEOGRAPHICAL AREA OF OPERATIONS
2020 2019
Natura &Co Avon TBS Aesop  Natura &Co TBS Aesop
Net revenues Latam International International International Latam International International
Asia - 1,625,965 339,223 963,875 - 282,391 500,549
North America 4,050,130 - 775,398 295,425 770,635 768,31 212,01
Mexico 3,205,609 - - - 767361 - -
Other 844,521 - 775,398 295,425 3,274 768,31 212,011
South America 16,484,363 - - - 8,337408 - -
Brazil 1,113,810 - - - 6,321,751 - -
Argentina 1,999,461 - - 794,749 - -
Other 3,371,092 - - - 1,220,908 - -
Europe, Middle East and Africa (EMEA) 7852 7471410 3,688,970 412,354 5,813 2,644,704 262,068
United Kingdom - 967487 2,933,031 217181 - 1,979,096 138,604
Other 7852 6,503,923 755,939 195,173 5,813 665,608 123464
Oceania - - 529,331 277,684 - 333,254 327,546
Consolidated 20,542,345 9,097,375 5,332,922 1,949,338 9,113,856 4,028,660 1,302,174
No individual or aggregate customer (economic group) represents more than 10% of the Company's revenues.
2020 2019
Natura  Natura &Co Avon TBS Aesop  Natura &Co TBS Aesop
Non-current assets Holding Latam International International International Latam International International
Asia - - 244,184 232,849 291,845 - 140,760 227670
North America - 6,981,436 - 470,019 323,398 185,646 523,351 272,676
Mexico - 703,608 - - - 183,250 - -
Other - 6,277,828 - 470,019 323,398 2.396 523,351 272,676
South America 250,516 13,236,399 - - - 4,378,676 - -
Brazil 250,516 12,154,025 - - - 4197259 - -
Argentina - 259,227 - - - 63,050 - -
Other - 823147 - - - 18,367 - -
Europe, Middle East and Africa (EMEA) - 10,181 12,242,549 6,614,038 236,41 9,765 5,105,903 190442
United Kingdom - - 10,420,939 6,025,732 100,327 - 4,602,066 76,073
Other - 10,181 1,821,610 588,306 136,084 9,765 503,837 14,369
Oceania - - - 504,978 543,974 - 376,946 342,620
Consolidated 250,516 20,228,016 12,486,733 7,821,884 1,395,628 4,574,087 6,146,960 1,033,408
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26.3 RECONCILIATION OF RECAST OPERATING SEGMENTS

Due to the new presentation and disclosure of the operating segments, as a result of the Avon acquisition in 2020 described above, the changes in the ope-

rating segment information are as follows:

Presented in the financial statements of December 31, 2019

Non-current Non-current
December 31, 2019 assets Total assets Liabilities liabilities
Natura Brazil @ 4,181,261 7,618,551 2,207944 8,119,890
Natura LATAM @ 349,698 1,592,912 774,521 105423
Natura others @ 12,161 18,126 8,591 1,558
Aesop ® 1,035,432 1442214 274,539 592,531
The Body Shop © 6,175,903 7462135 1171922 1,484,342
Corporative - 3,050,574 3,080,906 -
Consolidated 11,754,455 21,184,512 7,518,423 10,303,744

@ Amounts included in the new Natura &Co Latam segment

® Amounts related to Brazil and Latin America's Aesop operations represented by non-current assets (R$ 2,024), total assets (R$ 6,384), current liabilities (R$ 18,923) and non-current

liabilities (R$ 1,614), included in the new Natura &Co Latam segment

© Amounts related to Brazil and Latin America's The Body Shop operations represented by non-current assets (R$ 28,943), total assets (R$ 92,885), current liabilities (R$ 106,475) and
non-current liabilities (R$ 7193), included in the new Natura &Co Latam segment

Presented in the financial statements of December 31, 2019

Performance
evaluated by Depreciation
the and Financial Financial Net income
December 31,2019 Net revenues Company amortization income expense Income tax (loss)
Natura Brazil @ 6,260,779 1,269,761 (282,597) 1,845,246 (2,536,542) (89,901 205,967
Natura LATAM @ 2,742,467 379,921 (60,918) 48,087 (70,237) (70,992) 225,861
Natura other @ 9,086 (46,199) (14,010) - (202) - (60,4711
Aesop ® 1,303,050 350,437 (186,657) 9,337 (34,392 (47768) 90,957
The Body Shop © 4,129,308 783,145 (573,234 44,953 (105,890) (41,812) 107162
Corporate - (268,407 - 8,161 (48,611) (105,218) (414,069)
Consolidated 14,444,690 2,468,664 (1,117,416) 1,955,784 (2,795,874) (355,691) 155,467

@ Amounts included in the new Natura &Co Latam segment

5 Amounts related to Brazil and Latin America's Aesop operations represented by net revenues (R$ 3,188), performance evaluated by the Company (R$ 902), depreciation and
amortization (R$ 715), financial expenses (R$ 194), net income (loss) of (R$ 1,812), included in the new Natura &Co Latam segment.
9 Amounts related to Brazil and Latin America’s The Body Shop operations represented by revenues (R$ 100,649), performance evaluated by the Company (R$ 131,106), depreciation
and amortization (R$ 13,313), financial expenses (R$ 6,126), income tax (R$ 4,076) and net income (loss) of (R$ 154,620), included in the new Natura &Co Latam segment.

27. REVENUES

Consolidated

Gross revenues 2020 2019
Domestic market 15,373,742 8,907,766
Foreign market 31,784,934 10,739,036
Other sales 538,942 61,302

Subtotal 47697618 19,708,104
Returns and cancellations (617140) (73)183)
Commercial discounts and rebates (1,062,204) (1,292/134)
Taxes on sales (9,096,294) (3,898,097)

Subtotal (10,775,638) (5,263,414)

Total net revenue 36,921,980 14,444,690
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28. OPERATING EXPENSES AND COST OF SALES

Company Consolidated
Classified by function 2020 2019 2020 2019
Cost of sales - - 13,229,715 4,033,454
Selling, marketing and logistics expenses - - 15,702,787 6,395,586
Administrative, R&D, IT and project expenses 92,301 - 5,955,996 2,405,576
Total 92,301 - 34,888,498 12,834,616
Classified by nature
Cost of sales - - 13,229,715 4,033,454
Raw material/packaging material/resale - - 1,222,801 3457481
Employee benefits expense (note 29) - - 638,525 293,374
Depreciation and amortization - - 215,355 57443
Other - - 1153,034 225156
Selling, marketing and logistics expenses - - 15,702,787 6,395,586
Logistics costs - - 2479156 797,055
Employee benefits expense (note 29) - - 4198147 1,667,202
Marketing, sales force and other selling expenses - - 7723827 3,164,875
Depreciation and amortization - - 1,301,657 766,454
Administrative, R&D, IT and project expenses 92,301 - 5,955,996 2,405,576
Innovation expenses - - 270,256 89,675
Employee benefits expense (note 29) 71463 - 2,498,024 1,223,586
Other administrative expenses 20,838 - 1,985,872 798,796
Depreciation and amortization - - 1,201,844 293,519
Total 92,301 - 34,888,498 12,834,616
29. EMPLOYEE BENEFITS Company Consolidated

2020 2019 2020 2019
Payroll, profit sharing and bonuses 43133 - 5407990 2,315,517
Pension Plan - - 186,373 93,528
Share-based payments (note 33.5) 12,394 - 163,345 58,855
Charges on restricted shares (note 33.5) 5,890 - 68,617 59,753
Health care, food and other benefits 1,448 - 684,992 253,510
Charges, taxes and social contributions 879 - 635,248 231384
INSS 7719 - 188,131 171,615
Total 71,463 - 7,334,696 3,184,162

29.1 SHARE-BASED PAYMENT
The Board of Directors meets annually to, within the bases of the plans approved by the General Meeting, establish share-based payment plans, indicating the
managers and employees who may receive options to purchase or subscribe the Company's shares and the total amount to be distributed.

The subsidiary Emeis Holdings Pty Ltd., made available until June 2019 to eligible executives a long-term incentive program, based on criteria linked to specific
operational goals and objectives established and approved at the beginning of the relationship between the parties, being such obligation recorded in liabilities
and their remeasurement with effect in the result.

The share-based payment plans were originally granted considering Natura Cosméticos shares that were traded at B3. However, as part of the corporate restruc-
turing (note 1), on December 18, 2019 the Company started to trade its own shares in replacement of Natura Cosmeéticos shares. As a result, Natura Cosméticos
shares originally granted were replaced on this date by the Natura &Co Holding's shares. Such modification did not impact the executives and the respective plans.

Options granted in 2020
On March 27,2020, the Company's Board of Directors approved the new long-term stock-based incentive plans of the Company named “Co-investment Plan” and
“"Long-term Incentive Plan” for 2020.

The “Co-Investment Plan” consists of the granting of the Company’s common shares to a group of employees who may invest part of their participation on the
Profit Share Program (up to 50%) in the purchase of shares so that the Company will assign the same number of shares as the amount invested by the beneficiary.
The rights of the participants regarding the Co-Investment Plan will only be fully acquired to the extent that the participant remains continuously linked as an em-
ployee of the Company and its subsidiaries until the 3rd anniversary of the grant date.

The “Long-Term Incentive Plan’, granted on September 29, 2020, consists of the granting of the Company’s common shares to a group of employees and, unless
otherwise provided by the Company's Board of Directors, the rights of participants in relation to Performance shares will only be fully acquired to the extent that
(i) the participant remains continuously linked as an employee of the Company and its subsidiaries until the 3rd anniversary of the grant date; and (i) performance
conditions are met. For certain participants, there is a different condition for item (i) above, in which 50% of the Performance Shares granted will be acquired on the
3rd anniversary of the grant date and the remaining 50% will be acquired on the 4th anniversary of the grant date.
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2 The changes in the number of outstanding stock options and their related weighted-average prices, as well as variations in the number of restricted stocks,

Stock Option Plan and Strategy

are as follows:
Acceleration Plan

Average
exercise price Options
per option'- R$ (thousands)'
Balance as at December 31, 2019 16.51 17,568
Arising from the acquisition of Avon (note 4) 0.01 1,994
Granted 0.01 7
Expired / Cancelled 21.25 (167)
Exercised 16.65 (2,267)
Balance as at December 31, 2020 16.49 17,245
Restricted Performance
shares shares
(thousands)' (thousands)?
Balance as at December 31, 2019 3,092 688
Granted 5,026 -
Expired (22) (57)
Exercised (1136) -
6,960 637

Balance as at December 31, 2020
@ The number of restricted shares granted, expired and exercised are shown already considering the stock split approved at the Extraordinary Shareholders Meeting held on

September 17, 2019
% The number of performance shares granted, expired and exercised are shown considering the split of shares approved at the General Meeting on September 17, 2019.

Out of the 17,245 thousand options existing as at December 31, 2020 (17,568 thousand options as at December 31, 2019), 3,405 thousand options (604 thou-

sand options as of December 31, 2019) can be exercised.

The expense related to the fair value of the restricted options and shares, including the charges related to the restricted shares, recognized in the year
ended December 31, 2020, according to the elapsed period for the acquisition of the right to exercise the restricted options and shares, amounted to R$

231,939 on the consolidated (R$ 119,659 as of December 31, 2019).
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The outstanding stock options and the restricted stock as at the end of the period have the following maturity dates and exercise prices:

As of December 31, 2020 - restricted shares

Remaining

Conditions for acquiring the Existing options contractuallife  Vested options

Grant date rights from grant date Exercise price-R$  Fair value - R$ (thousands)' (years) (thousands)
March 18,2013 4 years of service 3760 6.05 300 02 300
March 17, 2014 4 years of service 2516 4.27 96 12 96
March 16, 2015 From 2 to 4 years of service 13.60 485t0529 184 22 184
July 28,2015 (Strategy acceleration) From 4 to 5 years of service 12.90 6.20t06.23 1,020 26 1,020
March 15, 2016 From 2 to 4 years of service 12.84 716to 743 184 33 182
July 11,2016 (Strategy acceleration) From 4 to 5 years of service na 6.841t06.89 1,924 36 606
March 10, 2017 From 2 to 4 years of service 12.59 6.65t0 6.68 598 43 272
March 10, 2017 (Strategy acceleration) From 4 to 5 years of service 12.59 6.87t06.89 2,210 4.3 -
March 12, 2018 From 2 to 4 years of service 16.96 796to08.21 1,846 53 488
March 12,2018 (Strategy acceleration) From 3 to 5 years of service 121610 16.96 8.21t09.67 3,800 53 -
April 12,2019 From 3 to 4 years of service 23.54 N71t011.82 1,636 63 -
April 12,2019 (Strategy acceleration) From 4 to 5 years of service 23.54 11.51to 171 1,900 6.3 -
Between December 31, 2002 to May 09, 2017 1year of service 0.01 19.80 65 - 65
Between March 14 to December 17, 2018 From 1to 3 years of service 0.01 1970 319 04 55
Between March 13 to December 16, 2019 From 1to 3 years of service 0.01 19.58 1,046 02to14 33
June §,2020 1year of service 0.01 16.86 n7 07 104
17,245 3,405

0 The number of restricted shares and performance shares granted, expired and exercised are shown already considering the stock split approved at the Extraordinary

Shareholders Meeting held on September 17,2019

As of December 31, 2020 - Restricted shares

Remaining

Conditions for acquiring the Existing stock contractual life

Grant date rights from grant date (thousands)' Fair value (R$) (years)
March 10, 2017 From 2 to 4 years of service 208 1169to12.51 04
March 12,2018 - Plan | From 2 to 4 years of service 470 1518t015.9 05to15
March 12,2018 - Plan Il From 1to 3 years of service 74 15.54t016.27 05
March 12, 2018 - Extraordinary Plan | From 1to 3 years of service 4 1554101628 04
August 13, 2018 - Extraordinary Plan VI From 1.6 to 3.6 years of service 50 1224101313 05to15
April 12,2019 - Plan | From 2 to 4 years of service 814 2162t022.53 05t025
April 12,2019 - Plan Il From 1to 3 years of service 312 22141022.85 05to15
March 27,2020 - Co-Investment Plan From 1to 3 years of service 1,789 29.00 05to25
September 29, 2020 - Long-term Incentive Plan From 3 to 4 years of service 3,239 7346 3to4

6,960

' The number of restricted shares and performance shares granted, expired and exercised are shown already considering the stock split approved at the Extraordinary

Shareholders Meeting held on September 17,2019

As of December 31, 2020 - Performance shares

Remaining Undelivered

Existing shares contractual life shares

Grant date Conditions for acquiring the rights from grant date (thousands)' Fair value (R$) (years) (thousands)

May 21,2019 From 3 to 4 years of service as from the grant date and fulfilment of the 637 2310to 4570 15t02.5 -
performance conditions

637 -

"The number of restricted shares and performance shares granted, expired and exercised are shown already considering the stock split approved at the Extraordinary Shareholders

Meeting held on September 17, 2019.

As of December 31, 2020, the market price was R$ 52.50 per share, already considering the stock split (R$38.67 as of December 31, 2019).

29.2 AVON PRODUCTS INC. PLANS

Share-Based Compensation Plans

Prior to being acquired by the Company, Avon Products Inc. ("Avon”) had two share-based incentive plans, the 2013 Stock Incentive Plan (the “2013 Plan”)
and the Omnibus Incentive Plan 2016 (the "2016 Plan"), both plans approved by the shareholders, which provided for various types of share-based incentive
compensation awards, including stock options, restricted shares, restricted share units and performance restricted share units. After the approval of the
shareholders of the 2016 Plan in May 2016, there were no further awards made in the 2013 Plan.

Stock options and restricted shares were issued in the 2016 Plan, and units of restricted shares and units of restricted performance were issued in the 2013
and 2016 Plans. There were also outstanding stock options under prior shareholder-approved plans.

On January 3 2020, after the conclusion of the transaction with Natura &Co, equity compensation was either cancelled in exchange for the right to re-
ceive an amount in cash or was converted into an award denominated in Natura &Co Shares. Subsequent to the Transaction, Avon joined the Natura &Co
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Stock-Based Compensation Plan, so that the 2013 Plan and the 2016 Plan are no longer in effect.

Under the Natura &Co Stock-Based Compensation Plan, Avon issued nominal cost options and performance stock units. Nominal cost options were gran-
ted in exchange for Avon restricted stock units and performance restricted stock units and vested as a single tranche in line with the vesting date of the
original Avon awards. Nominal cost options will automatically exercise on vest date. Performance stock units generally vest after three years, only upon
the satisfaction of certain market and/or performance conditions.

Stock Options

Prior to being acquired by the Company, Avon granted premium-priced stock options, in which the exercise price was equal to a 25% premium for both,
respectively, from the closing market price of Avon stock price at the date of grant. The premium-priced stock options vest on a three-year graded vesting
schedule and the fair value of each premium-priced stock option was estimated on the date of grant using a Monte-Carlo simulation.

On January 3rd, 2020, upon the completion of the Transaction with Natura &Co, each outstanding stock option, whether or not then vested or exercisable,
was automatically canceled in exchange for the right to receive an amount in cash, without interest, equal to the number of Avon Common Shares under-
lying such stock option immediately prior to the effective time of the Transaction multiplied by the excess, if any, of the per share cash-out price over the
exercise price per share. The “per share cash-out price” was the closing price of an Avon Common Share on the NYSE on the Transaction’s closing date.
No amount was payed upon cancellation of stock option with an exercise price per share that is greater than the per share cash-out price.

Restricted Stock Units (RSU) and Performance Restricted Stock Units (PRSU)

Prior to being acquired by the Company, during the years 2019, 2018, 2017 and 2016, Avon granted, performance restricted stock units that would vest and
settle after three years based on the relative total shareholder return of Avon common stock against companies included in the S&P 400 index as of the
date of grant over a three year performance period (2019 PRSUs", "2018 PRSUs", "2017 PRSUs" and "2016 PRSUs", respectively). The fair value of the PRSUs
was estimated on the date of grant using a Monte-Carlo simulation that estimates the fair value based on Avon's share price activity, expected term of the

award, risk-free interest rate, expected dividends and the expected volatility of the stock.

On January 3, 2020, upon the completion of the Transaction with Natura &Co, each outstanding Restricted Stock Unit ("RSU") was converted into
an award denominated in Natura &Co Holding shares equal to the number of Avon Common Shares subject to each RSU immediately prior to the
Transaction multiplied by the Exchange Ratio of 0.30. In addition, each outstanding PRSU was converted into an award denominated in Natura &Co
Holding Shares, that is subject only to time-based vesting, equal to the number of Avon Common Shares subject to each PRSU immediately prior to the
Transaction, giving effect to market conditions that are deemed to be attained, multiplied by the Exchange Ratios of 0.30. The terms and conditions,
including service conditions but excluding market conditions, applicable to each RSU and PRSU will continue in full force and effect with respect to the

Company'’s Nominal Cost Options.

29.3 EMPLOYEE BENEFIT PLANS
The Company and some of its subsidiaries grant defined contribution retirement plans to eligible employees and, through some of their subsidiaries
abroad, grant defined benefit plans to employees that are eligible.

Defined contribution plans

The Company, through its subsidiary Avon, offers a defined contribution plan for employees in the United Kingdom (“"UK"), which allows eligible par-
ticipants to contribute eligible compensation through payroll deductions. The Company double employee contributions up to the first 5% of eligible
compensation and therefore the maximum level provided by Avon is 10% of eligible compensation. The Company made matching contributions in cash
to the UK defined contribution plan of R$39,200 in 2020, which follow the same investment allocation that the participant has selected for his or her own
contributions.

The Company, through its subsidiary Avon, offers a qualified defined contribution plan for U.S.-based employees, the Avon Personal Savings Account Plan
(the "PSA"), which allows eligible participants to contribute up to 25% of eligible compensation through payroll deductions. Avon matches employee con-
tributions dollar for dollar up to the first 3% of eligible compensation and fifty cents for each dollar contributed from 4% to 6% of eligible compensation.
In 2020, Avon made matching contributions in cash to the PSA of R$5,200 in 2020, which follow the same investment allocation that the participant has
selected for his or her own contributions.

For U.S.-based employees hired on or after January 1, 2015, Avon made additional contributions to a Retirement Savings Account ("RSA") within the PSA.
Such contributions will range from 3% to 6% of a participant's eligible compensation depending on the sum of the participant's age and length of service
(as of December 31 of the prior year). Investment of such contributions will follow the same investment allocation that the participant has selected for his

or her own contributions to the PSA. A participant will be vested in the RSA generally after three full years of applicable service.

Defined benefit pension and postretirement plans

The Company, through its subsidiary Avon and certain subsidiaries, have contributory and noncontributory defined benefit retirement plans for substan-
tially all employees of those subsidiaries. Benefits under these plans are generally based on an employee's length of service and average compensation
near retirement, and certain plans have vesting requirements.
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The actuarial liability for the health care plan of the Company and its subsidiaries refers to a post-employment benefit plan for employees and former employees
who made fixed contributions to the cost of the health plan until April 30, 2010, date when the design of the health plan was changed, and the employees' fixed
contributions were eliminated. For those who have contributed to the medical plan for ten years or more, the right to maintenance is guaranteed as an indefini-
te (lifetime) beneficiary, and for those who have contributed for less than ten years, the right to maintenance is guaranteed as beneficiary, at the rate of one year
for each year of fixed contribution. This group of current employees, in case of termination, may choose to remain on the plan in accordance with applicable
legislation, assuming the payment of the monthly fee charged by the health plan operators. However, this monthly fee does not necessarily represent the user's
total cost, which is assumed by the Company and its subsidiaries, based on the excess cost subsidy, as an of additional benefit form.

Avon's largest defined benefit pension plan outside the United States ("US") is in the UK, which has been frozen for future accruals as of April 1st, 2013. The

U.S. defined benefit pension plan, the Personal Retirement Account Plan (the "PRA"), is closed to employees hired on or after January 1st, 2015, so that qua-
lified retirement benefits for US-based employees hired on or after January 1st, 2015 will be provided solely through the PSA.

30. FINANCE INCOME (EXPENSES)

Company Consolidated

2020 2019 2020 2019
FINANCE INCOME:
Interest on short-term investments 28,674 1,360 167967 8315
Gains on monetary and exchange rate variations © 126,677 6,801 1,886,940 854,025
Gains on swap and forward transactions © 31,787 - 2,532,487 961,185
Gains on swap and forward derivatives mark to market - - 12,314 1,709
Monetary adjustment reversal on provision for tax risks and tax obligations - - 42,378 25,469
Other financial income 4,44 - 96,305 30,281
Subtotal 191,579 8,161 4,738,391 1,955,784
FINANCE EXPENSES:
Interest on financing (18,088) (4,344) (1104,863) (503,040)
Interest on leases - - (229,544) (134,579)
Losses on monetary and exchange rate variations®© (7,617) (24,814) (2,308,134) (937,925)
Losses on swap and forward transactions @ - - (1,579,695) (964,116)
Losses on swap and forward derivatives mark to market - - (13,697) (1452)
Adjustment of provision for tax, civil and labor risks and tax liabilities - - (15,626) (13,822)
Appropriation of funding costs (debentures and notes) - (10153) (11,082) (22,671)
Interest on pension plan - - (10,323) -
Hyperinflationary economy adjustment (Argentina) - - (20,625) (13,947)
Debt structuring expenses for Avon acquisition (110,741 - (110,741) (115,781)
Other financial expenses (49,212) (9,300) (369,486) (88,541)
Subtotal (185,658) (48,611) (5,773,810) (2,795,874)
Net finance income (expenses), net 5,921 (40,450) (1,035,419) (840,090)

The breakdown set forth below is intended to better explain the results of the foreign exchange rate hedging transactions entered into by the Company
as well as its related items recorded in the financial income (expenses) and shown in the previous table:

Company Consolidated

2020 2019 2020 2019
(a) Gains on monetary and exchange rate variations 31,532 6,801 1,791,795 854,025
Gains on exchange rate variation on borrowings, financing and debentures - - 714,681 677462
Exchange rate variation on imports - - 35,218 1,221
Exchange rate variation on export receivables = - 69,365 26,144
Exchange rate variation on accounts payable from foreign subsidiaries 31,532 - 450,468 132,397
Exchange variations of bank accounts in foreign currency - 6,801 522,063 6,801
(b) Losses on monetary and exchange rate variations (7,617) (24,814) (2,308,134) (937,925)
Losses on exchange rate variation on borrowings, financing and debentures - - (1,301,812) (768,939)
Exchange rate variation on imports - - (58,623) (33,718)
Exchange rate variation on export receivables - - (55,829) (23,393)
Exchange rate variation on accounts payable from foreign subsidiaries - - (365,214) (86,764)
Exchange rate variation on financing - - (525173) (297)
Exchange variations of bank accounts in foreign currency (7,617) (24,814) (1,483) (24,814)
(c) Gains on swap and forward transactions 31.787 - 2,532,487 961,185
Revenue from swap exchange coupons - - 207783 182,897
Gains from exchange variations on swap instruments 31,787 - 2,324,704 778,288
(d) Losses on swap and forward transactions - - (1,579,695) (964,116)
Losses on exchange rate variation on swap instruments - - (691,941) (690,409)
Financial costs of swap instruments - - (869, 890) (273,707)
Loss on interest rate swap - - (17,864) -
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31. OTHER OPERATING INCOME (EXPENSES), NET

Company Consolidated

2020 2019 2020 2019
Other operating income, net
Result on write-off of property, plant and equipment - - 1,855 6,098
ICMS-ST @ - - 18,653 42,336
Proceeds from the sale of customer portfolio © - - - 23,092
Tax Credits - - 105,234 -
PIS/COFINS credits © - - 42,983
Base PIS/COFINS excluding ICMS @ - - - 52,631
Other operating income - - 10,757 -
Total other operating income - - 146,499 167,140
Other operating expenses, net
Crer para Ver © - - (54,500) (36,156)
Expense on the sale of customer portfolio (171,013) - (7498) -
Expenses related Avon acquisition - - (303,916) (141,348)
Transformation and integration plan @ - - (256,700) (51,520)
Taxes contingencies - - (10,100) 21,402
Other operating expenses (24) - (29,975) (8,829)
Total other operating expenses (171,037) - (662,689) (216,451)
Other operating income (expenses), net (171,037) - (516,190) (49,311)

@ Refers to the requirement of ICMS tax substitution, for different Federal States (details in note 23). During 2020 fiscal year, provision reversals were made due to the change in the
loss estimate for some Federal States

© Refers to revenue from the recurring sale of the portfolio of customers overdue for more than 180 days, net of legal costs with lawsuits filed by debtors against the company
acquiring the portfolio. The proceeds for the sale, as well as the reimbursement of the legal costs, are received after the overdue receivables are written-off due to the sale

©Tax credits from prior periods related to the change in PIS and COFINS taxation in 2019

@ The Company and its subsidiaries are discussing in court the non-inclusion of ICMS in the basis for calculating contributions to PIS and COFINS. The impact in 2020 refers to
processes under discussion that have been closed, for which the asset has been recognized

© Allocation to Natura Institute of operating profit from sales of the non-cosmetic product line "Crer Para Ver’, specifically allocated to social projects aimed at the development
of education quality.

" Refers to expenses related to the Avon acquisition process, of which the following stand out: financial structuring expenses (R$ 115,696), legal expenses (R$ 17,281), regulatory
expenses (R$ 18,030) and executive compensation plans (R$ 152,909)

9 Expenses related to the implementation of the TBS transformation and integration Avon plan, which is based on five pillars, namely: (1) renewal of the brand; (2) optimization of
retail operations; (3) improvement of omni-channel; (4) improvement of operating efficiency; and (5) organization redesign

32. EARNINGS PER SHARE

The basic earnings per share are calculated by dividing the profit (loss) attributable to holders of Company by weighted average number of ordinary sha-

res outstanding, excluding common shares purchased by the Company and held as treasury shares.
Consolidated

2020 2019
Net income (loss) attributable to owners of the Company (650,196) 155,467
Weighted average number of issued shares @ 1,246,180,219 865,660,042
Weighted average number of treasury shares © (572,130) -
Weighted average number of outstanding shares 1,245,608,090 865,660,042
Basic earnings (loss) per share - R$ ® (0.5220) 0.1796

©The number of shares and earnings per share already consider the stock split on September 17,2019 and its retrospective effect
' As at December 31, 2020, the basic earnings (loss) per share is equal to the diluted one, due to the loss for the year.

Diluted earnings per share are calculated by adjusting the weighted average number of common shares outstanding, assuming the conversion of all po-
tential common shares that would cause dilution. The Company has stock options, restricted shares and strategy acceleration that would have a dilutive
effect on any earnings per share. Considering that in the year ended December 31, 2020, the Company recorded a loss, any adjustment would have an
anti-diluting effect and, therefore, the diluted earnings per share for the year ended December 31, 2020 are equivalent to the basic earnings per share.

Diluted earnings per share for the year ended on December 31, 2019 are presented below: Consolidated

2019
Net income attributable to the Company's controlling shareholders 155,467
Weighted average number of issued shares® 865,660,042
Adjustment for stock options and restricted shares® 8,124,575
Weighted average number of ordinary shares for diluted earnings calculation 873,784,617
Diluted earnings per share - R$ 0.1779

©The number of shares and earnings per share already consider the stock split on September 17, 2019 and their retrospective effects.
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The basic earnings per share for net loss of discontinued operations for the year ended December 31, 2020 are presented below: Consolidated
2020
Net loss attributable to the Company’s controlling shareholders (143112)
Weighted average number of issued shares® 1,246,180,219
Weighted average number of treasury shares @ (572,130)
Weighted average number of outstanding shares 1,245,608,090
Basic loss per share - R$ ® (0.1149)

@ The number of shares and earnings per share already consider the stock split on September 17,2019 and their retrospective effects

33. RELATED-PARTY TRANSACTIONS

In the course of the Company's operations, rights and obligations are generated between related parties, arising from administrative expenses and provision of services.

33.1 RECEIVABLES AND PAYABLES WITH RELATED PARTIES

The Company had transactions with related parties recognized as presented below:

Company

2020 2019
Current assets
Natura Cosméticos S.A. @ 108,953 -
Natura Cosméticos S.A. - Argentina © 1,870 -
The Body Shop International © 2,490 -
Aesop HK © 300 -
Aesop UK © 1913 -
Aesop USA © 276 -
Emeis cosmetics ® 150 -
Total current assets 115,952 -
Current liabilities
Natura Cosméticos S.A. © 5,673 -
IndUstria e Comércio Cosméticos Natura Ltda © 1,521 -
Total current liabilities 7194 -

@ Refers to interest on equity.
© Refers to the allocation of expenses related to the stock option and restricted stock plans

33.2 TRANSACTIONS WITH RELATED PARTIES

Inthe year ended December 31,2020, Natura &Co reimbursed the amount of R$ 148,274 of expenses regarding the transaction costs for the acquisition of Avon paid
by its subsidiary Natura Cosméticos. This reimbursement was registered in the profit or loss line item “"Other revenues (expenses)" For the other transactions, they
were not carried forward as income statement, as they refer to the transfer of expenses related to stock option plans and restricted shares.

33.3 TRANSACTIONS WITH UNCONTROLLED AND UNCONSOLIDATED RELATED PARTIES
Natura Institute holds shares in the investment fund "Fundo de Investimento Essencial’ As at December 31, 2020, the balance is R$ 3,414 (R$ 3,766 on December 31,2019).

On June 5, 2012, an agreement was entered between IndUstria e Comércio de Cosméticos Natura Ltda., and Bres ltupeva Empreendimentos Imobiliarios Ltda., ("Bres
ltupeva"), for the construction and leasing of processing center to distribution and warehousing of products (HUB), in Itupeva (SP). In 2019, the Bres ltupeva granted its
credits to BRC Securitizadora S/A, to which Natura makes monthly payments. Messrs. Anténio Luiz da Cunha Seabra, Guilnerme Peirdo Leal and Pedro Luiz Barreiros
Passos, members of the group of controlling shareholders of Natura Cosméticos S.A., indirectly hold controlling interests in Bres ltupeva. The amount involved in the
registered transaction is recorded under "Right of Use"” of "Buildings" in the amount of R$ 39,346 (R$ 44,244 under “Builds” of Property, Plant and Equipment as at De-
cember 31,2019) ) and in the year ended December 31, 2020, the total amount paid as rent was R$ 13,086 (R$ 13,038 for the year ended December 31,2019).

Natura Cosméticos S.A. and Raia Drogasil S.A. entered into a purchase and sale agreement and other covenants for selling products in Raia and Drogasil. Mr. Guilher-
me Peirdo Leal and Mr. Pedro Luiz Barreiros Passos, members of the Natura Cosméticos S.A. controlling group, indirectly hold shareholding interest in Raia Drogasil S.A.
This contract was finalised during the financial year 2020.

In the year ended December 31, 2020, Natura Cosméticos S.A. and its subsidiary transferred to the Natura Institute, in the form of a donation associated with mainte-
nance, the amount of R$ 692 corresponding to 0.5% of net income for the prior fiscal year, and a donation associated with the net sales of products in the Natura Crer

Para Ver line, in the amount of R$ 35,000 (R$ 23,000 as at December 31, 2019).

The Company and its subsidiaries have a structure of internal controls to support the identification, monitoring and approving of transactions between Related Parties.
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33.4 KEY MANAGEMENT PERSONNEL COMPENSATION

The total compensation of the Company’s Management is as follows:

2020 2019
Compensation Compensation
Fixed @ Variable ® Total Fixed @ Variable ® Total
Board of Directors 16,123 65,011 81134 22,056 30,919 52,975
Executive Board 49187 80,218 129,405 32,963 42142 75,05
65,310 145,229 210,539 55,019 73,061 128,080

@The line item “Executive Board” includes the amount of R$ 1,201 referred to the amortization of the Confidentiality and Non-Compete Agreement during the fiscal year ended
December 31,2020 (R$ 536 in the fiscal year ended December 31, 2019)

BIRefers to profit sharing regarding the Restricted Stock Plan and Strategy Acceleration Program, including charges, as applicable, to be determined in the year. The amounts
include additions to and/or reversals of provisions made in the previous year, due to final assessment of the targets determined to the board members and officers, statutory and
non-statutory, in relation to profit sharing

33.5 SHARE-BASED PAYMENTS

Breakdown of the Company officers and executives’ share-based payments compensation:
Grant of options

2020 2019
Stock option Average fair Average Stock option Average fair Average
balance value of stock exercise balance value of stock exercise
(number)'® options' - R$ pricel- R$ ® (number) '@ options'- R$ price' - R$ ®
Officers 12,847,760 8.64 16.49 13,059,677 8.40 16.51

Restricted shares

2020 2019
Stock option Average Stock option
balance exercise price’ balance Average exercise
(number)'@ -R$® (number)'@ price'-R$ ®
Officers 5,293,874 51.20 1,012,641 19.23

0 The number of stock options granted, expired and exercised and their respective fair values is shown already considering the stock split approved at the Extraordinary
Shareholders Meeting held on September 17,2019

@ The number of restricted stock and performance shares granted, expired and exercised is shown already considering the stock split approved at the Extraordinary General
Meeting on September 17, 2019.

@ Refers to the balance of the options and restricted shares vested and non-vested, not exercised, at the reporting dates.

) Refers to the weighted-average exercise price of the option at the time of the stock option plans, adjusted for interest based on the Extended Consumer Price Index (IPCA)
through the end of the reporting period. The new Stock Option Plan implemented in 2015, include no monetary adjustment

34. COMMITMENTS

34.1 CONTRACTS RELATED TO SUPPLY OF INPUTS
The subsidiary IndUstria e Comércio de Cosméticos Natura Ltda., has commitments arising from electric power supply agreements, with physical delivery,
for its manufacturing activities, as described below:

Agreements started in 2019 and effective up to 2022, with the value of Megawatts/h between R$ 155 and R$ 305.

Agreements started in 2020 and effective up to 2022, with the value of Megawatts/h between R$ 204 and R$ 238.

The amounts are carried based on electric power consumption estimates in accordance with the contract period, whose prices are based on volumes,

also estimated, resulting from the subsidiary’s continuous operations.

Total minimum supply payments, measured at nominal value, according to the contract, are:

2020 2019
Less than one year 1,413,904 17918
One to five years 885,990 13,160
Total 2,299,894 31,078
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35 35. INSURANCE

The Company and its subsidiaries have in place an insurance policy that considers principally risk concentration and materiality, taking into consideration

the nature of its activities and the guidance of its insurance advisors. As at December 31, 2020, insurance coverage is as follows:
Amountinsured

Item Type of coverage 2020 2019

Industrial complex and administrative sites  Any damages to buildings, facilities, inventories, and machinery and equipment 3,062,806 2,322,801

Vehicles Fire, theft and collision for the Company and subsidiaries vehicles 232,459 212,027
No loss of profits due to material damages to facilities buildings and production machinery

Loss of profits and equipment 1,894,813 1,582,000

Transport Damages to products in transit 46,019 32,309
Protection against error or complaints in the exercise of professional activity that affect

Civil liability third parties 730,740 532,510

Environmental liability Protection against environmental accidents that may result in environmental lawsuits 30,000 30,000

36 36. ADDITIONAL INFORMATION RELATING TO THE STATEMENTS OF CASH FLOWS

The following table presents additional information on transactions related to the cash flow statement:

Company Consolidated
2020 2019 2020 2019
Non-cash items
Hedge accounting, net of tax effects - - 16,348 70,569
Dividends and interest on equity declared and not yet paid - - - 110,671
Net effect of acquisition of property, plant and equipment and intangible assets not yet paid - - 172,104 (18,645)
Consideration for acquisition of subsidiary 13,366,114 - 13,366,114 -

37 37. SUBSEQUENT EVENTS

Contract with Bresco IX Empreendimentos Imobiliarios Ltda.

On January 8, 2021, the subsidiary Natura Cosméticos signed a build-to-suit construction and lease agreement with the related party Bresco IX Empre-
endimentos Imobilidrios Ltda. ("Bresco IX") for the build-to-suit construction of a distribution center in the city of Murici, Federal State of Alagoas, for a
later lease. The lease agreement foresees a total investment of R$ 113,742 and the lease term is expected to be 15 years.

Bresco IX's hiring process followed market values and all hiring requirements, as well as governance policies and procedures of the Company and its
subsidiaries.
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36 36. ADDITIONAL INFORMATION RELATING TO THE STATEMENTS OF CASH FLOWS

The following table presents additional information on transactions related to the cash flow statement:

Company Consolidated
2020 2019 2020 2019
Non-cash items
Hedge accounting, net of tax effects = - 16,348 70,569
Dividends and interest on equity declared and not yet paid - - - 110,671
Net effect of acquisition of property, plant and equipment and intangible assets not yet paid - - (129,216) (18,645)
Consideration for acquisition of subsidiary” 13,366 - -

37. SUBSEQUENT EVENTS

Contract with Bresco IX Empreendimentos Imobiliarios Ltda.

OOn January 8, 2021, the subsidiary Natura Cosméticos signed a build-to-suit construction and lease agreement with the related party Bresco IX Em-
preendimentos Imobiliarios Ltda. ("Bresco IX") for the build-to-suit construction of a distribution center in the city of Murici, Federal State of Alagoas,
for a later lease. The lease agreement foresees a total investment of R$ 113,742 and the lease term is expected to be 15 years.

Bresco IX's hiring process followed market values and all hiring requirements, as well as governance policies and procedures of the Company and its
subsidiaries.
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Message from the Board of Directors

A call for unity

Luiz Seabra, Guilnerme Leal, Pedro Passos, and Roberto Marques, on behalf of the Board

e felt certain 2020 would be a milestone
\/\/yearfor Natura &Co long before it arrived

In early January, we celebrated as we
welcomed Avon into our group. Like the rest of the
world, we were blissfully unaware of what lay ahead
COVID-19 caused disruption on a scale none of us
had ever experienced. Countries, communities,
corporations, and families have had to redefine their
lives and to find ways to adapt to the pandemic

The COVID-19 tragedy exposed the deep inequalities
that exist in our society, laying bare the challenges
faced by mankind - be they sanitary, social, ethnic
or climatic in origin. Against the backdrop of this
unprecedented volatility in the world, Natura &Co
was in the midst of progressing its internationaliza-
tion. With the arrival of Avon, we had expanded our
presence and entered new geographies, and we
ensured continuity for millions of consultants and
representatives, thousands of stores and operations
over multiple digital platforms. In the context of the
pandemic, our greater global presence immediately
led us to the conclusion that we could - and should -
do even more for the world

With courage, determination, resilience, and agility,
our network of associates, store staff, consultants
and representatives, suppliers, communities and
consumers demonstrated their creativity and
energy in tackling the challenges presented by

the pandemic, further underscoring the power

of the "&" and the "Co" in our name, which have
also come to constitute our essence. To everyone in
our network, we offer our most sincere thanks

for the dedication with which they balanced their
lives and their work

Given the unpredictable circumstances, it was es-
sential that we prioritized our network. It was "Time
to Care" for ourselves and for each other. One of the
key symbols of this choice was a decision taken by
the Group Operating Committee at the height of
the uncertainty caused by the pandemic illustrates
what this means. The group invited employees to
pledge part of their pay on a voluntary basis, to help
tackle the crisis and ensure continuity of the group's
activities. Thanks to Natura &Co's impressive financial
results, we returned the donations made during this
period, at the exnd of 2020.

These results were due, in part, to the rapid adoption
of digital technologies across all of our businesses in
2020, reflecting the success of our strategic invest-
ments in recent years

Extraordinary times demand extraordinary mea-
sures, and the group's spirit of unity has demon-
strated that we are on the right path to address
other global challenges, especially those related
to caring for life, for the planet. The Commitment
to Life for 2030 Sustainability Vision represents a
landmark in this respect

We looked to the future and created an action
plan for immediate execution. Collectively, Avon,
Natura, The Body Shop, and Aesop have assumed
ambitious targets for the next ten years, with a
critical call to action to address challenges such as
global warming, the loss of biodiversity, particular-
ly in the Amazon, and social inequality. In parallel,
we will continue to advance in the development of
alternatives in regeneration and circularity, in new
formulas and packaging

We will ensure that the lessons, the losses and the
challenges of 2020 will not have been in vain. We are
conscious that we need to enhance our corporate
practices and be agents of dialogue and cooper-
ation, seeking partnerships that generate positive
transformations for the world. The year brought
irreparable damages but ended with some signs
that we may expect positive transformations. We
have seen that denialism, which has been so harmful
for public health policies, is starting to loose steam

in the world. The development of effective and safe
vaccines in record-breaking time — often employing
revolutionary technologies—yet again demonstrates
just how capable science is of saving millions of lives

This year made clear, in a painful, unequivocal manner,
that the destiny of nations is interconnected. We are
seeing hopeful signs emerge that isolationism is on the
retreat, and that with political changes, space is created
to reinforce multilateralism among major world actors

When the current crisis is over, the challenges will
remain. Climate change threatens even greater

and more devastating impacts for all forms of life

on Earth. Protecting the conditions that sustain life
on the planet must become a mission for us all, just
as the struggle against the coronavirus has been. It
must be an international effort uniting governments,
private sector, academia, and civil society. It is time
to unite science and traditional knowledge. We will
fight even more for the protection of the most vul-
nerable. If there is one way of healing the scars left by
2020, it is understanding that our destiny is collective
and that building a better future depends on our
ability to unite and to advance in the same direction
After all, there are no limits for human cooperation

Message from the CEOs

Doing the right thing
Angela Cretu (Avon), David Boynton (The Body Shop), Jodo Paulo Ferreira (Natura &Co Latin Americay),
and Michael O'Keeffe (Aesop)

n January 2020, we celebrated

the historic arrival of Avon in the
Natura &Co family, by embarking on
atour of some of our offices in New
York, London and Sao Paulo. It was a
memorable week during which the
energy and the excitement of our em-
ployees at this major step taken by the
group was palpable

Little did we know that it would also be
one of the last times that we personally
met that year. In the following months,
our lives, businesses, and our way of
working were to change drastically.
However, even in the face of a global
pandemic caused by COVID-19, we re-
mained steadfast in our commitment
to generate positive impact. Putting
people first was a decision coherent
with our history, which reinforced our
values and beliefs

The lessons learned from our oper-
ations in Asia, where COVID-19 was
first identified, contributed to faster
decision making in Latin America,
showcasing the collaborative nature
of our businesses. On an autonomous
but interdependent basis, we found
the means to protect our network,
manage the contagion and keep
business going

Qur initial priority was focused on the
production of essential items, en-

suring the supply of vital products in
the fight against the virus. We began
manufacturing and distributing hand
sanitizers and soaps in record time and
pledged to safeguard the jobs of our
employees. We partnered with private
and public institutions, communities
and suppliers to ensure that donations
reached those most in need. We also
supported our communities by re-
sponding to the surge in domestic vio-
lence witnessed across the world during
the pandemic, coming together to
create the #lsolatedNotAlone campaign

We accelerated the digitalization of
our businesses, helping to ensure that
our consultants, representatives and
store staff could continue to work,
amid lockdowns. With heavy invest-
ment in the further expansion of our
e-commerce infrastructure, our digital
sales saw triple digit growth, despite
store closures

The digitalization process at Natura,
which had been ongoing for a num-
ber of years, facilitated the creation of
digital tools, boosting the use of these
resources by consultants. Avon repre-
sentatives also benefited from digital
brochures and new apps, reinforcing
its transformation and the revitalization
of its commercial model. This resulted
in a significant increase in approval and
loyalty rates amongst our independent

entrepreneurs, as well as positive results
for our business

The Body Shop launched its new website,
as part of its brand rejuvenation strategy,
attracting new customers and driving
sales close to to £150 million. The expan-
sion of its digital channels was followed

by the advances in its direct selling model,
The Body Shop At Home, which saw
significant growth in the United King-
dom and Australia, as well as successfully
launching in the United States.

Aesop continued to deliver stellar growth
despite store closures, leveraged by its
agile redirection of the customer expe-
riences delivered across its online chan-
nels. Asian markets also delivered strong
performance for Aesop, particularly in
Japan, one of the most important beauty
markets in the world, showing growing
recognition of the brand's unique value
proposition

The integration of the four businesses

in Latin America progressed and has
demonstrated even greater potential for
synergies. COVID-19 accelerated this inte-
gration, with advances in the optimization
of manufacturing and distribution, for
example. However, the synergies go way
beyond the region. The Body Shop started
producing its Body Butters in the Avon
plantin Poland, increasing product quality
and speed of delivery. Natura maintains

its internationalization plans with support
from The Body Shop and Avon operations,
while Aesop has enormous potential to
spearhead new markets and formats,
which may later be replicated in the
group's other businesses

Amidst the many challenges faced during
2020, we did not lose sight of our capacity
to use our joint strength to promote a
positive impact on people’s lives. Natura
&C0o's sustainability vision, Commitment
to Life, will require innovation, knowledge
sharing and systemic behaviour change
In this regard, we have already made
important strides. Natura &Co officially
became the largest B Corp in the world
at the beginning of 2021 and Natura
achieved its second recertification in
2020. Following The Body Shop certifica-
tion in 2019, Aesop was certified a B Corp
in 2020 and Avon has begun its journey to
become a B Corp by 2025

Even in a year of great human loss, our
businesses called upon our founding
principles in search of resilience, with our
people and the planet as our first com-
mitment. Our network of employees and
store staff, guided by the same values and
driven by unparalleled passion, were es-
sential to achieve these results. To them,
we are deeply grateful. Together, we
believe we are setting the foundations of
anew cycle of prosperity, towards a capi-
talism better suited for the 21st century.



Who we are

Natura &Co

We are a purpose-driven group
made up of four iconic beauty
companies: Avon, Natura,

The Body Shop and Aesop.
Natura &Co operates in more
than 100 countries, with over
3,700 stores, 35,000 employees
and millions of representatives
and consultants. We are united
in the belief that there is a better
way of living and doing business,
committed to generating
positive economic, social and
environmental impact. Recently,
we became the biggest B Corp
in the world.

Avon

Founded in 1886, Avon connects
people in about 70 countries, using
the power of beauty to transform
women's lives for the better.
Millions of representatives across
the world sell its iconic products,
building their own beauty
businesses. Avon believes a better
world for women is a better world
for all, and is committed to acting
for gender equality, speaking

out about issues that matter

and creating positive change.
Together with Avon Foundation,
the company has donated over
$1.1billion, with a focus on tackling

gender violence and breast cancer.

Natura

A Brazilian beauty multinational
founded in 1969, Natura

is currently present in 10
countries. In addition to being
abenchmark in direct selling

in Latin America (and leader in
this market in Brazil), Natura has
almost 600 company-owned
and franchised stores, as well

as a growing online platform.
The company is known for
integrating sustainability into
its business model and was the
first publicly traded company to
become a B Corp, in 2014.

The Body Shop
Founded in 1976 in Brighton,
England, The Body Shop is a
global beauty brand and a
certified B Corp. The Body

Shop seeks to make positive
change in the world by offering
high-quality, naturally-inspired
skincare, body care, hair care and
make-up produced ethically and
sustainably. Having pioneered
the philosophy that business can
be a force for good, this ethos is
still the brand's driving force. The
Body Shop operates about 2,800
retail locations in more than 70
countries.

Aesop

Establi in Melbourne,

Au ystmhq in 1987, Aesop
panded to 27
bally, and each of

formulations for
f . home and body
>me a B Corp
mpany in 2020.

2020 performance

2020 was an extraordinary year in diverse ways. By welcoming Avon to the group in January, we saw the beginning
of a new business integration cycle, even more challenging than the one experienced with the arrival of The Body
Shop in 2017. The international conjuncture was also transformed radically with the outbreak of the new coronavirus
pandemic, which caused enormous losses and restrictions for people around the world and forced the company to
rapidly adapt to new circumstances. Inspired by the purposes that guide our businesses, there was no doubt about
what should be prioritized: caring for people. Even in an environment of global uncertainty, Natura &Co achieved
exceptional results on diverse fronts, both in helping combat the pandemic and in business. This confirmed that the
union of the group’s businesses generated a force greater than the sum of its parts, and demonstrated the resilience
of our business model, which prioritizes relationships.

Strategy

The integration of Avon into Natura &Co took
place at an accelerated pace in 2020. In Latin
America, a region in which the group leads

the beauty market, the business support areas
‘were united in transversal structures. In parallel,
experiments were undertaken to optimize the
manufacture and transportation of Avon and
Natura products in a number of factories and
distribution centres, driving economic and
environmental gains. Similarly, an Avon plant in
Poland has begun to manufacture Body Butter

The social isolation measures led to a significant increment in the dynamics of the group’s digitalization: in the space iterns for The Body Shop.

of months, we achieved advances that were expected to take a number of years. Our businesses experienced intense
growth in digital sales during the course of 2020. This contributed towards the impressive increase in the group’s
consolidated net revenue, which totalled R$36.9 billion, up 12.1% on the previous year, ourperforming the global

CFT market. Natura &Co's adjusted EBITDA in 2020 was R$4.2 billion, while underlying net income reached R$399.5
million. Reported net income was negative in R$650.2 million, mainly due to the pandemic impact on the business
and other effects related to Avon's acquisition, namely PPA amortization effects and income taxes.

The strength of the merger of our
businesses led to an increase in the
expectation of gains from synergies in the
group: they should reach an annual level
of between US$300 million and US$400
million by 2024. Market confidence in
Natura &Co enabled us to successfully
conduct two capitalization operations in a
year beset by uncertainties. The first was
announced in May: this private operation
raised R$2 billion, demonstrating shareholder
confidence in the company and ensuring
a solid cash position with which to face the
most acute stage of the pandemic.

Natura &Co Latin America, the business unit responsible for the Avon, Natura, The Body Shop and Aesop operations
in the region, had a net revenue of R$20.5 billion, growing 9.4% compared with 2019 in Brazilian reais, driven by
strong market share gains in the region by the combined Natura and Avon brands, further consolidating the group’s
leadership in the region and in Brazil. Growth was also leveraged by increasing consultant and representatives
productivity, rise in the numbers of Natura’s consultants and social selling acceleration. Avon International’s net
revenue was R$9,1 billion, an increase of 2.9% in reais, Highlights include the United Kingdom, which gained market
share for the third consecutive quarter compared to the previous year; Russia, with sequential improvement in
market share since the second quarter; and the Philippines, with a strong gain in participation in fragrances in the
fourth quarter. The Body Shop had a net revenue of R$5.3 billion, growing 32.4%, driven by strong acceleration in
digital sales and the expansion of its The Body Shop At Home direct selling channel. Once again Aesop presented an
exceptional expansion of 50% in net revenue in reais, reaching R$2 billion, with an important contribution from a
major increase in online sales.

In October, the group concluded a
successful global follow-on offering

of US$1 billion (R$5.6 billion), with the
objective of supporting investments in

four strategic areas: Avon's turnaround,
businesses digitalization by means of new
digital platforms, leveraging the group's
omnichannel reach, geographical expansion
and implementation of the Commitment to
Life (with socio-environmental targets for
2030). Furthermore, the public offering was
aimed at optimizing Natura &Co's capital
structure, accelerating deleveraging and
reducing indebtedness in US dollars.

Socio-environmental performance

Certified

Zealand achieved carbon neutral
status. Combined investments by
the four business units in projects
targeting social change, such as
public education, breast cancer
awareness, the fight against
domestic violence, public education
and donations to fight the
pandemic totalled R$489 million.
The group also contributed to the
replacement of 2.489 thousand tons
of virgin plastic for recycled plastic
in its packaging.

In June, Natura &Co launched

its Commitment to Life 2030, a
strategic plan based on three
pillars: addressing climate crisis
and protecting the Amazon;
defending human rights, ensuring
equality and inclusion; and
transforming our businesses with
the incorporation of circularity
and regeneration. Each of these
involves targets and actions to be
executed by the end of this decade.
The principle behind this vision is
to provide business solutions for
the main socio-environmental
problems the world is facing,
generating positive impact.

peak of the crisis. To respond to

the surge in domestic violence
witnessed across the world during
the pandemic, we launched the
global #lsolatedNotAlone
campaign, under Avon's leadership,
who made an extra donation

of US$1 million to NGOs in 37
countries. In parallel, Avon Institute
maintained its fight against breast
cancer to counter a decline in 40
measures to combat the disease.

consolidated net revenue (R billion)

annual growth

In line with our purpose of being
the best beauty group for the
world, in January 2021, we received 0
a major recognition: Natura &Co
became the largest certified B Corp
in the world. In 2020, Natura was
recertified, and Aesop received the
certification for the first time. The
Body Shop has been a B Corp since
2019, and Avon is working towards
certification by 2025.

Natura &Co's measures to contain
COVID-19 were coordinated by a
cross-company working group.

‘We donated millions of essential
products (such as bar soaps and
hand sanitizers); we offered flexible
payment terms and created support
funds for our consultants and
representatives; and we guaranteed
our employees’ jobs during the

2020

Throughout the year, the
companies advanced in projects
related to these pillars. The Natura
brand has reduced by 32% its
carbon emissions, while Aesop
operations in Australia and New

adjusted EBITDA (Rr$ billion)

annual growth

1%

2020

Governance

In 2020, Natura &Co reinforced the organization’s corporate governance model,
based on a balance between the autonomy and interdependence of each
business. This fundamental principle enabled the group to respond to the crisis
caused by the new coronavirus, decentralizing decision-making processes and
taking into account the distinct realities of the four business units: Natura &Co
Latin America, Avon International, The Body Shop, and Aesop. At the same time,
the frequent exchange of information between the different parts of the group via
the governance structures in place enabled constant learning and sharing of good
practices, generating highly positive results. At the executive level, worthy of note is
the Group Operating Committee, or GOC (comprising the four CEOs of the business
units and representatives of key areas, such as Finance, Legal and Operations and
Logistics). To act on specific fronts, the organization has Networks of Excellence,
multidisciplinary teams created in 2018. These are manned by executives from all
the businesses and work on strategic fronts: Digital, Innovation, Sustainability and
Retail (the Direct Selling Network of Excellence is being established).

The Natura &Co corporate governance structure was also strengthened by the
composition of the Board of Directors, which in 2020 was increased to 12 members. Three
of these came from Avon's Board: Nancy Killefer, who was a senior associate at McKinsey
& Company; Andrew G. McMaster Jr., who worked as executive vice president at Deloitte &
Touche LLP; and W. Don Cornwell, who was CEQO at Granite Broadcasting Corporation.

The Board is headed by the co-chairmen Luiz Seabra, Guilherme Leal and Pedro
Passos, the founders of Natura, and by the executive chairman Roberto Marques, also
chief executive of the group and leader of the GOC. Eight members (or 67%) of the
Board are independent and three (25%) are women.

With broad international experience, the Natura &Co Board of Directors played a
crucial role in diverse decisions taken by the group during the course of last year, from
counselling on Avon'’s integration to addressing COVID-19 and decisions regarding the
group’s capital and corporate structure.

SUBMISSION TO THE MARKET ARBITRATION CHAMBER

The Company, its shareholders, officers, directors and members of the Audit Board agree to settle exclusively through binding arbitration, which shall be conducted in the Market Arbitration
Chamber, any and all disputes or controversies arising between them that are related to or stem from their condition as issuer, shareholders, administrators and members of the Audit Board,
in particular, from the provisions in federal laws 6.385/76 and 6.404/76, the company's bylaws, the rules published by the National Monetary Council (CMN), by the Central Bank of Brazil and by
the Securities and Exchange Commission of Brazil (CVM), as well as those governing the capital market in general, in addition to the Novo Mercado Listing Regulations, the other B3 Exchange
regulations and the Novo Mercado Participation Agreement.

RELATIONS WITH INDEPENDENT AUDITORS
In compliance with Instruction 381/03, we inform that the Company and its subsidiaries are audited by the independent auditors PricewaterhouCoopers Auditores Independentes. Company
policy regarding contracting services not related to external audit is aimed at evaluating the existence of conflicts of interest.

This involves assessing the following aspects: the auditor should not (i) audit its own work; (ii) perform management functions at its client and (iii) promote the interests of its client. In the fi scal
year ended on December 31, 2020, consulting services were contracted in the amount of R$0.6 million, corresponding to 0.9% of the value of the total independent audit services contracted
during the aforementioned fiscal year. Regarding these non-audit related services, PricewaterhouseCoopers declared to the Company that there was no link or situation that might
constitute a conflict of interest which would impede the independent execution of its activities as auditor for the Company

For effects of comparison, the 2020 and 2019 results and analyses include: i) the aggregate result for 2019 including the results of Avon Products, Inc. in IFRS; ii) the results of Natura &Co in Latin America, which include the operations of
the Avon, Natura, The Body Shop and Aesop brands in the region; i) the results of Avon International, The Body Shop and Aesop brands, except in Latin America; iv) the 2020 results and analyses include the effects of the fair market value
assessment as a result of a business with Avon, in accordance with the terms of Purchase Price Allocation (PPA) *Excludes effects that are not considered to be recurring or comparable between periods analyze

“The underlying net income i calculated before the effects of the acquisition of Avon and does not take into account transformation costs, discontinued operations expenses, PPA amortization effect and non-controlling interests.
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