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Opinion 

We have audited the individual and consolidated financial statements of Natura & Co Holding S.A. 

(“the Company”), identified as Company and Consolidated, respectively, which comprise the 

statement of financial position as of December 31, 2019 and the respective statements of profit 

or loss and other comprehensive income, changes in equity, cash flows for the period from 21 

January to 31 December 2019 for the Company and for the year then ended  for the 

Consolidated, the corresponding notes, comprising significant accounting policies and other 

explanatory information. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the, 

individual and consolidated financial position, of the Natura & Co Holding S.A. as of December 31, 

2019, and its individual and consolidated financial performance and cash flows for the period from 

21 January to 31 December 2019 and for the year then ended, respectively, in accordance with 

Accounting Practices Adopted in Brazil and with International Financial Reporting Standards 

(IFRS), 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 Auditors’ Responsibilities for the 
Audit of the Company and Consolidated Financial Statements section of our report. We are 
independent of the Company and its subsidiaries in accordance with the ethical requirements that 
are relevant to our audit included in the Accountant Professional Code of Ethics (“Código de Ética 
Profissional do Contador”) and in the professional standards issued by the Brazilian Federal 
Accounting Council (“Conselho Federal de Contabilidade”) and we have fulfilled our other ethical 
responsibilities in accordance with these requirements. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our opinion. 
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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 individual and consolidated financial statements as a whole, and in 

forming our opinion thereon, and we do not provide a separate opinion on these matters. 

Recoverable value of goodwill and other intangible with indefinite useful life from the acquisition of 
The Body Shop International Limited  

See Note16 to the individual and consolidated financial statements. 

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

The Company maintains in its financial position 
relevant amounts related to the acquisition of 
The Body Shop including goodwill and 
intangibles with indefinite useful lives. The 
determination of the recoverable amount 
resulting from this acquisition involves 
uncertainties related to assumptions and 
estimates that have a significant risk of resulting 
in a material misstatement to the accounting 
balances. The calculation of the recoverable 
amount is based on the discounted cash flow 
method, considering the fair value less cost of 
disposal, which derives from the projected 
financial information for the next five years, 
according to the operating segment, and the 
projections consider the perspectives for their 
operating market, the estimates of future 
investments and working capital, in addition to 
other economic factors. The amount is sensitive 
to the discount rate used in the discounted cash 
flow methodology, as well as to the growth 
rates. Accordingly, this matter was considered 
to be significant for our audit. 

Our audit procedures performed with the 
assistance of our corporate finance specialists 
included, but were not limited to: 
 
• Analyses of cash flow projections to determine 
the recoverable amount, as well as the 
assumptions used in their preparation, such as 
discount and growth rates; 
 
• Comparison of the assumptions with market 
information taking into our knowledge about the 
Company and the industry in which it operates. 
Carrying out a sensitivity analysis of the main 
assumptions used in the model adopted by the 
Company, as well as an analysis of current 
performance in comparison to the projected 
financial information from the previous year. 
 
We evaluated whether the disclosures made in 
the individual and consolidated financial 
statements consider relevant information. 
 
Based on the audit procedures summarized 
above, we consider acceptable the balances of 
goodwill and other intangibles with indefinite 
useful life of the businesses acquisition 
mentioned above, with regards to their 
recoverability, in the context of the individual 
and consolidated financial statements taken as 
a whole, for the period / year ended December 
31, 2019. 
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Disclosure of subsequent event related to the acquisition of Avon Products Inc. - Identification 

and measurement of intangibles 

See Note 35 to the individual and consolidated financial statements. 

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

On January 3, 2020, the Company acquired the 

control of Avon Products Inc. whose activity is 

the commercialization of cosmetic products 

under the “Avon” brand, substantially, through 

the direct sale model. Although the allocation 

of the purchase price disclosed in the 

subsequent event note has been determined 

on a preliminary basis, we consider that the 

estimates associated with the identification and 

measurement of intangible assets, involve 

relevant judgments in the calculation of their 

fair value. Accordingly, we consider the 

disclosure of the subsequent event on the 

acquisition of Avon Products Inc., with regard 

to the identification and measurement of 

intangibles, significant for our audit. 

Our audit procedures performed with the 

assistance of our valuation specialists included, 

but were not limited to: 

• Analysed the relevant documents related to 
this transaction and the methodologies used by 
the Company in the process to identify and 
measure the intangibles, based on our 
knowledge of the industry and markets in which 
the acquired entity operates. 
 
• Analysed the databases used in the respective 
measurement and compared the main 
assumptions applied in the projections to the 
historical data information of the acquired entity 
and / or with market data. 
 
• Carried out an evaluation of the competence, 
objectivity and technical capacity of the external 
specialists hired by the Company involved in this 
matter. 
 

We also evaluated whether the disclosures 

made in the individual and consolidated 

financial statements consider relevant 

information. 

Based on the audit procedures summarized 

above, we consider acceptable the 

identification and measurement of the 

intangible assets that comprise the disclosure 

of the business acquisition in the context of the 

individual and consolidated financial statements 

taken as a whole, for the period / year ended 

December 31, 2019. 

  

Other matters 

Statements of value added 

The individual and consolidated statements of value added (DVA) for the period ended from 

January 21, 2019 to December 31, 2019 and for the Company and for the period ended 

December 31, 2019 for the Consolidated, prepared under the responsibility of the Company’s 

management, and presented herein as supplementary information for IFRS purposes, have been 

subject to audit procedures jointly performed with the audit of the Company's financial 

statements.  In order to form our opinion, we assessed whether those statements are reconciled 

with the financial statements and accounting records, as applicable, and whether their format and 

contents are in accordance with criteria determined in the Technical Pronouncement 09 (CPC 09) 
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- Statement of Value Added issued by the Committee for Accounting Pronouncements (CPC). In 

our opinion, the statements of value added have been fairly prepared, in all material respects, in 

accordance with the criteria determined by the aforementioned Technical Pronouncement, and 

are consistent with the overall individual and consolidated financial statements.  

Other information accompanying the individual and consolidated financial statements and the 

auditor's report  

Management is responsible for the other information comprising the management report.  

Our opinion on the individual and consolidated financial statements does not cover the other 

information and we do not express any form of assurance conclusion thereon. 

In connection with our audit of the individual and consolidated financial statements, our 

responsibility is to read the other information and, in doing so, consider whether the other 

information is materially inconsistent with the individual and consolidated financial statements or 

our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on 

the work we have performed, we conclude that there is a material misstatement of this other 

information, we are required to report that fact. 

Responsibilities of Management and Those Charged with Governance for the Individual and 

Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of the individual and 

consolidated financial statements in accordance with Accounting Practices Adopted in Brazil and 

with International Financial Reporting Standards (IFRS), 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 error. 

In preparing the individual 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 and subsidiaries or to cease operations, or has no realistic 

alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s and subsidiaries 

financial reporting process.   

Auditors’ Responsibilities for the Audit of the Individual and Consolidated Financial Statements 

Our objectives are to obtain reasonable assurance about whether the individual and consolidated 

financial statements as a whole are free from material misstatement, whether due to fraud or 

error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is a high 

level of assurance, but is not a guarantee that an audit conducted in accordance with 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 individual 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 
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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 Company’s and its subsidiaries internal control. 

– Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by management.  

– Conclude on the appropriateness of management’s use of the going concern basis of 

accounting and, based on the audit evidence obtained, whether a material uncertainty exists 

related to events or conditions that may cast significant doubt on the Company’s and its 

subsidiaries ability to continue as a going concern. If we conclude that a material uncertainty 

exists, we are required to draw attention in our auditors’ report to the related disclosures in the 

individual and consolidated financial statements or, if such disclosures are inadequate, to 

modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of 

our auditors’ report. However, future events or conditions may cause the Company and 

subsidiaries to cease to continue as a going concern. 

– Evaluate the overall presentation, structure and content of the financial statements, including 

the disclosures, and whether the individual and consolidated financial statements represent the 

underlying transactions and events in a manner that achieves fair presentation. 

– Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 

business activities within the Group to express an opinion on the consolidated financial 

statements.  We are responsible for the direction, supervision and performance of the group 

audit.  We remain solely responsible for our audit opinion. 

We communicate with those charged with governance regarding, among other matters, the 

planned scope and timing of the audit and significant audit findings, including any significant 

deficiencies in internal control that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with 

relevant ethical requirements regarding independence, and communicate with them all 

relationships and other matters that may reasonably be thought to bear on our independence, and 

where applicable, 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 individual and consolidated financial 

statements of the current period and are therefore the key audit matters. We describe these 

matters in our auditors’ report unless law or regulation precludes public disclosure about the 

matter or when, in extremely rare circumstances, we determine that a matter should not be 

communicated in our report because the adverse consequences of doing so would reasonably be 

expected to outweigh the public interest benefits of such communication. 

São Paulo, March 05, 2020 
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NATURA &CO HOLDING S.A.

BALANCE SHEET AT DECEMBER 31, 2019 AND DECEMBER 31, 2018

(All amounts in thousands of Brazilian reais - R$)

ASSETS 2019 2018 2019 2018 LIABILITIES AND SHAREHOLDERS' EQUITY 2019 2018 2019 2018

CURRENT ASSETS CURRENT

Cash and cash equivalents 6          2,380,800                         -          4,513,582          1,215,048 Loans, financing and debentures 18 2,883,382         -                       3,354,355         1,113,095         

Securities 7             669,769                         -          1,025,845          1,215,377 Lease 17 -                       -                       542,088            68,764              

Trade receivables 8                         -                         -          1,685,764          1,691,581 Trade payables and forfait operations 19 -                       -                       1,829,756         1,736,791         

Trade receivables - related parties 31.1                         -                         -                         -                         - Trade payables - related parties 31.1 -                       -                       -                       -                       

Inventories 9                         -                         -          1,430,550          1,364,672 Payroll, profit sharing and social charges -                       -                       560,376            574,381            

Recoverable taxes 10                         -                         -             395,640             379,253 Tax liabilities 20 1,050                -                       320,890            310,093            

Income tax and social contribution                        5                         -             113,478             326,803 Income tax and social contribution 196,474            -                       388,238            183,030            

Other current assets 13                         -                         -             265,198             263,025 Dividends and interest on shareholders' equity payable 23.b) -                       -                       95,873              152,979            

Total current assets          3,050,574                         -          9,430,057          6,455,759 Derivative financial instruments 4.2 -                       -                       11,806              69,189              

Provision for tax, civil and labor risks 21 -                       -                       18,650              20,389              
Other current liabilities 22 -                       -                       396,391            338,170            

NON-CURRENT ASSETS Total current liabilities 3,080,906         -                       7,518,423         4,566,881         

Recoverable taxes 10                         -                         -             409,214             368,640 NON-CURRENT

Income tax and social contribution                         -                         -             334,671                         - Loans, financing and debentures 18 -                       -                       7,432,019         6,881,050         

Deferred income tax and social contribution 11.a)                         -                         -             374,448             398,400 Lease 17 -                       -                       1,975,477         377,471            

Judicial deposits 12                         -                         -             337,255             333,577 Tax liabilities 20 -                       -                       122,569            165,326            

Derivative financial instruments 4.2                         -                         -             737,378             584,308 Deferred income tax and social contribution 11.a) -                       -                       450,561            431,534            

Securities 7                         -                         -                 7,402                         - Provision for tax, civil and labor risks 21 -                       -                       201,416            241,418            

Other non-current assets 13                         -                         -               83,836               51,606 Other non-current liabilities 22 -                       -                       121,702            141,767            

Total long-term assets                         -                         -          2,284,204          1,736,531 Total non-current liabilities -                       -                       10,303,744       8,238,566         

Investments 14          3,392,677                         -                         -                         - SHAREHOLDERS' EQUITY

Property, plant and equipment 15                         -                         -          1,773,889          2,236,714 Capital stock 1,485,436         -                       1,485,436         427,073            

Intangible assets 16                         -                         -          5,076,501          4,950,545 Treasury shares 23.c) -                       -                       -                       (19,408)            

Right of use 17                         -                         -          2,619,861                         - Capital reserves 1,302,990         -                       1,302,990         329,330            

Retained earnings 23.e) (149,020)          -                       (149,020)          1,437,015         

Total non-current assets          3,392,677                         -        11,754,455          8,923,790 Proposed additional dividend -                       -                       -                       -                       

Losses on capital transaction (92,066)            -                       (92,066)            (92,066)            

Equity valuation adjustment 815,005            -                       815,005            492,158            

Total shareholders' equity 3,362,345         -                       3,362,345         2,574,102         

TOTAL ASSETS          6,443,251                         -        21,184,512        15,379,549 TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 6,443,251         -                       21,184,512       15,379,549       

* The notes are an integral part of the financial statements

Company Consolidated Company Consolidated
Note Note
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NATURA &CO HOLDING S.A.

STATEMENT OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(All amounts in thousands of Brazilian reais - R$, except for earnings per share in the period)

2019 2018 2019 2018

NET REVENUE 25                          -                          -          14,444,690          13,397,419 

Cost of products sold 26                          -                          -          (4,033,454)          (3,782,843)

            

GROSS PROFIT                          -                          -          10,411,236            9,614,576 

OPERATING (EXPENSES) INCOME

Selling, Marketing and Logistics expenses 26                          -                          -          (6,395,586)          (5,828,713)

Administrative, R&D, IT and Project expenses 26                          -                          -          (2,405,576)          (2,251,341)

Impairment losses on trade receivables                          -                          -             (209,515)             (237,884)

Equity in subsidiaries 14                 89,332                          -                          -                          - 

Other operating income (expenses), net 29                          -                          -               (49,311)               (39,945)

            

OPERATING PROFIT BEFORE FINANCIAL RESULT                 89,332                          -            1,351,248            1,256,693 

Financial income 28                   8,161                          -            1,955,784            2,056,421 

Financial expenses 28               (48,611)                          -          (2,795,874)          (2,639,709)

Taxes on Company formation             (206,592)                          -             (206,592)                          - 

PROFIT BEFORE INCOME TAX AND             

   SOCIAL CONTRIBUTION             (157,710)                          -               304,566               673,405 

   Income tax and social contribution 11.b)                 10,118                          -             (149,099)             (125,026)

            

            

NET INCOME FOR THE YEAR             (147,592)                          -               155,467               548,379 

EARNINGS PER SHARE IN THE YEAR -R$

Basic 30.1. (1.8600)                                   -                     0.1796                 0.6335 

Diluted 30.2. (1.6873)                                   -                     0.1779                 0.6324 

* The notes are an integral part of the financial statements

 Company Consolidated
Note
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NATURA &CO HOLDING S.A.

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(All amounts in thousands of Brazilian reais - R$)

2019 2018 2019 2018

NET INCOME FOR THE PERIOD           (147,592)                         -             155,467             548,379 

Other comprehensive income to be reclassified to profit or loss in subsequent periods:

Gain from translation of financial statements of subsidiaries abroad 14             (73,268)                         -             244,100             483,212 

Exchange rate effect on the translation from hyperinflationary economy 14                         -                         -               17,666             (19,074)

Gain (loss) from cash flow hedge operations 4.2                         -                         -             107,337             (45,202)

Tax effects on gain (loss) from cash flow hedge operations                         -                         -             (36,768)               15,384 

Equity income (loss) from cash flow hedge operation             (15,769)                         -                         -                         - 

Equity in tax effects on gain (loss) from cash flow hedge operations                  (203)                         -                         -                         - 

Other comprehensive income not reclassified to profit or loss in subsequent periods:

Actuarial gain (loss) 22                         -                         -             (14,374)               (7,030)

Tax effects on acturial gain (loss) 22                         -                         -                 4,887               11,532 

Equity in actuarial loss 22               (9,731)                         -                         -                         - 

Equity in tax effects on acturial gain (loss) 22                 4,548                         -                         -                         - 

            

Comprehensive income for the year, net of tax effects           (242,015)                         -             478,315             987,201 

* The notes are an integral part of the financial statements

Note
 Company Consolidated
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NATURA &CO HOLDING S.A.

STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(All amounts in thousands of Brazilian reais - R$)

BALANCES AT DECEMBER 31, 2017 427,073         (32,544)          75,588           -                    17,378           62,755           18,650            20,957            1,083,619       -                    (92,066)          53,336           1,634,746      

Net income for the period -                    -                    -                    -                    -                    -                    -                     -                     -                     548,379         -                    -                    548,379         
Exchange rate effect on the translation from hyperinflationary economy -                    -                    -                    -                    -                    -                    -                     -                     -                     -                    -                    (19,074)          (19,074)          
Other comprehensive income (loss) -                    -                    -                    -                    -                    -                    -                     -                     -                     -                    -                    457,896         457,896         
Total comprehensive income (loss) for the year -                    -                    -                    -                    -                    -                    -                     -                     -                     548,379         -                    438,822         987,201         
Changes in stock option plans and restricted shares:

     Provision for stock option plans and restricted shares 27.1 -                    -                    -                    -                    -                    52,543           -                     -                     -                     -                    -                    -                    52,543           
     Exercise of stock option plans and restricted shares -                    13,136           (3,372)            -                    -                    (8,697)            -                     -                     -                     -                    -                    -                    1,067             
Changes in tax incentive reserves -                    -                    -                    -                    (17,378)          -                    -                     17,378            -                     -                    -                    -                    -                    
Dividends declared and not distributed yet (minimum mandatory) 23.b) -                    -                    -                    -                    -                    -                    -                     -                     -                     (56,661)          -                    -                    (56,661)          
Interest on capital declared and not distributed yet (minimum mandatory) 23.b) -                    -                    -                    -                    -                    -                    -                     -                     -                     (111,449)        -                    -                    (111,449)        
Retained earnings reserve 23.b) -                    -                    -                    -                    -                    -                    -                     -                     336,532          (336,532)        -                    -                    -                    
Recording of tax incentive reserve 23.b) -                    -                    -                    -                    -                    -                    -                     43,737            -                     (43,737)          -                    -                    -                    
Effect from adjustment to hyperinflationary economy -                    -                    -                    -                    -                    150,513         -                     -                     (83,858)          -                    -                    -                    66,655           

BALANCES AT DECEMBER 31, 2018 427,073         (19,408)          72,216           -                    -                    257,114         18,650            82,072            1,336,293       -                    (92,066)          492,158         2,574,102      

Net income for the period -                    -                    -                    -                    -                    -                    -                     -                     -                     392,391         -                    -                    392,391         
Exchange rate effect on the translation from hyperinflationary economy -                    -                    -                    -                    -                    -                    -                     -                     -                     -                    -                    17,665           17,665           
Other comprehensive income (loss) -                    -                    -                    -                    -                    -                    -                     -                     -                     -                    -                    305,182         305,182         
Total comprehensive income (loss) for the year -                    -                    -                    -                    -                    -                    -                     -                     -                     392,391         -                    322,848         715,239         
Capital increase 23.a) 52,673           -                    -                    -                    -                    -                    -                     -                     -                     -                    -                    -                    52,673           
Changes in stock option plans and restricted shares:

     Provision for stock option plans and restricted shares 27.1 -                    -                    -                    -                    -                    104,078         -                     -                     -                     -                    -                    -                    104,078         
     Exercise of stock option plans and restricted shares -                    15,615           16,156           -                    -                    (34,333)          -                     -                     -                     -                    -                    -                    (2,562)            
Cancellation of shares - RCA 16.12.19 - Protocol and convention of incorporation -                    3,793             (3,793)            -                    -                    -                    -                     -                     -                     -                    -                    -                    -                    
Dividends declared and not distributed yet (exceeding the minimum mandatory) 23.b) -                    -                    -                    -                    -                    -                    -                     -                     -                     -                    -                    -                    -                    
Interest on capital declared and not distributed yet (minimum mandatory) 23.b) -                    -                    -                    -                    -                    -                    -                     -                     -                     (110,671)        -                    -                    (110,671)        
Retained earnings reserve 23.b) -                    -                    -                    -                    -                    -                    -                     -                     206,268          (206,268)        -                    -                    -                    
Recording of tax incentive reserve 23.b) -                    -                    -                    -                    -                    -                    -                     75,452            -                     (75,452)          -                    -                    -                    
Effect from adjustment to hyperinflationary economy -                    -                    -                    -                    -                    61,870           -                     -                     (2,052)            -                    -                    -                    59,818           
AGE 17.09.2019 - Capitalization of part of the balance of the Profit Reserve account 1,242,165      -                    -                    -                    -                    -                    -                     -                     (1,242,165)      -                    -                    -                    -                    

BALANCES AT DECEMBER 31, 2019 NATURA COSMÉTICOS S.A. 1,721,911      -                    84,579           -                    -                    388,729         18,650            157,524          298,344          -                    (92,066)          815,006         3,392,677      

Predecessor adjustments (Note 1) (236,475)        -                    1,011,819      206,592         -                    (388,729)        (18,650)          (157,524)        (299,772)        (147,592)        -                    -                    (30,331)          

BALANCES AT DECEMBER 31, 2019 NATURA HOLDING S.A. 1,485,436      -                    1,096,398      206,592         -                    -                    -                     -                     (1,428)            (147,592)        (92,066)          815,006         3,362,346      

* The notes are an integral part of the financial statements

Other 
comprehensi

ve income

Total 
shareholders' 

equity

Special 
reserve

Equity 
valuation 

adjustments
Capital reserves

Additional 
paid-in 
capital

             Profit reserves                     

Legal
Tax 

incentives
Profit 

retention

Negative 
goodwill on 

capital 
transactions

Retained 
earnings

Result from 
operations 
with non-

controlling 
shareholders

Note Capital stock
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NATURA &CO HOLDING S.A.

STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(All amounts in thousands of Brazilian reais - R$)

COMPANY FORMATION ON JANUARY 21, 2019                       -                       -                       -                       -                           -                        -                       -                           -                       -                       - 

Capital subscription through general meeting occurred in november 13, 2019          495,393                       -          650,601          826,368                           -                        -                       -                           -       1,317,526       3,289,888 

Capitalization of reserve through general meeting occurred in november 13, 2019          619,776                       -                       -         (619,776)                           -                        -                       -                           -                       -                       - 

Net income of Natura Cosméticos attributed to non-controlling interests                       -                       -                       -                       -                           -                        -                       -                           -         (216,512)         (216,512)

Capital Subscription through Board meeting occurred in december 17, 2019          370,267                       -          730,747                       -                           -                        -                       -                           -      (1,101,014)                       - 

Effect of change in interest in subsidiary                       -                       -         (284,950)                       -                           -                        -                       -                           -                       -         (284,950)

Total comprehensive income (loss) for the year                       -                       -                       -                       -                           -                        -                       -               815,006                       -          815,006 

Net income of non controlling interests                       -                       -                       -                       -                           -                        -           (92,066)                           -                       -           (92,066)

Net income of the year                       -                       -                       -                       -                           -          (147,592)                       -                           -                       -         (147,592)

Adjustment effect of hyperinflationary economy                       -                       -                       -                       -                  (1,428)                        -                       -                           -                       -             (1,428)

BALANCE AS OF DECEMBER 31, 2019       1,485,436                       -       1,096,398          206,592                  (1,428)          (147,592)           (92,066)               815,006                       -       3,362,346 

* The notes are an integral part of the financial statements

Total 
shareholders' 

equity

Non-
controlling 
interests

Capital reserves

Special 
reserve

     Profit 
reserves                     

Retained 
earnings

Negative 
goodwill on 

capital 
transactions

Equity valuation 
adjustments

Appropriation 
of earnings

Result from 
operations 
with non-

controlling 
shareholders

Other 
comprehensive 

income
Capital stock

Treasury 
shares

Surplus on 
issue/sale of 

shares
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NATURA &CO HOLDING S.A.

STATEMENT OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(All amounts in thousands of Brazilian reais - R$)

2019 2018 2019 2018

CASH FLOW FROM OPERATING ACTIVITIES

Net income for the period (147,592)         -                     155,467          548,379          
Adjustments to reconcile net income for the period with net cash generated by operating activities:

Depreciation and amortization 16 e 17 -                     -                     1,117,416       589,911          
Interest on investments and securities 26 -                     -                     (78,414)           (129,296)         
Provision (reversal of provision) arising from swap and forward derivative contracts -                     -                     (38,703)           (543,398)         
Provision (reversal of provision) for tax, civil and labor risks 21 -                     -                     (24,509)           40,193            
Inflation adjustment of escrow deposits -                     -                     (13,352)           (13,780)           
Inflation adjustment of contingencies -                     -                     9,758              4,346              
Income tax and social contribution 11.b) (10,118)           -                     149,099          125,026          
Taxes on Company formation 206,592          -                     206,592          -                     
Result from sale and write-off of property, plan and equipment and intangible assets 15 -                     -                     34,518            16,057            
Equity in subsidiaries 14 (89,332)           -                     -                     -                     
Interest and exchange variation on leases 16 -                     -                     127,398          52,011            
Interest and exchange rate variation on borrowings and financing 17 4,345              -                     582,519          1,187,869       
Restatement and exchange rate variation on other assets and liabilities -                     -                     5,764              (3,535)             
Provision (reversal of provision) for losses from property, plant and equipment and intangible assets 15 -                     -                     3,541              8,516              
Provision (reversal of provision) for stock option plans and restricted shares -                     -                     59,232            40,376            
Effective losses and provision for losses with trade receivables, net of reversals 8 -                     -                     209,505          (237,884)         
Provision (reversal of provision) for inventory losses, net 9 -                     -                     147,140          22,743            
Provision (reversal of provision) for post-employment health care plan and carbon credit 22 e 22.a) -                     -                     19,969            (34,914)           
Gain on acquisition of registered warrants -                     -                     -                     -                     
Effect from hyperinflationary economy -                     -                     51,659            45,198            
Other provisions (reversals) -                     -                     (134,212)         (173,009)         

(36,106)           -                     2,590,386       1,544,809       

(INCREASE) DECREASE IN ASSETS

Trade receivables -                     -                     (212,812)         60,309            
Inventories -                     -                     (194,698)         (112,331)         
Recoverable taxes -                     -                     (6,369)             84,982            
Other assets -                     -                     (56,440)           (67,864)           

Subtotal -                     -                     (470,319)         (34,904)           

(INCREASE) DECREASE IN LIABILITIES
Domestic and foreign trade payables -                     -                     117,080          158,978          
Payroll, profit sharing and social charges, net -                     -                     (15,855)           215,412          
Tax liabilities 1,050              -                     91,520            (23,105)           
Other liabilities -                     -                     21,204            (52,247)           

Subtotal 1,050              -                     213,949          299,038          

CASH GENERATED BY OPERATING ACTIVITIES (35,056)           -                     2,334,017       1,808,943       

OTHER CASH FLOWS FROM OPERATING ACTIVITIES

Recovery (payment) of income tax and social contribution (5)                    -                     (321,262)         (269,966)         
Accruals (payments) of judicial deposits -                     -                     9,674              (364)                
Payments related to tax, civil and labor lawsuits 21 -                     -                     (27,179)           (36,464)           
Payments due to settlement of derivative operations -                     -                     (66,420)           (30,967)           
Interest paid on lease 16 -                     -                     (134,579)         (22,691)           
Payment of interest on borrowings, financing and debentures 17 -                     -                     (493,895)         (604,224)         

  

NET CASH GENERATED BY (USED IN) OPERATING ACTIVITIES (35,061)           -                     1,300,356       844,267          

CASH FLOW FROM INVESTING ACTIVITIES

Cash from merger of subsidiary -                     -                     -                     -                     
Additions of property, plant and equipment and intangible assets 15 -                     -                     (586,395)         (485,016)         
Proceeds from sale of property, plant and equipment and intangible assets -                     -                     22,682            6,641              
Investment in securities (669,769)         -                     (7,161,530)      (8,483,684)      
Redemption of securities -                     -                     7,345,389       9,187,748       
Redemption of interest on investments and securities -                     -                     65,504            163,407          
Receipts of dividends from subsidiaries -                     -                     -                     -                     
Capital increase in subsidiaries 14 -                     -                     -                     -                     

NET CASH PROVIDED BY INVESTING ACTIVITIES (669,769)         -                     (314,350)         389,096          

CASH FLOW FROM FINANCING ACTIVITIES

Amortization of lease - principal 16 -                     -                     (497,905)         (46,241)           
Amortization of loans, financing and debentures – principal 17 (20,962)           -                     (2,643,575)      (6,552,249)      
New loans, financing and debentures 17 2,900,000       -                     5,346,145       5,015,278       
Acquisition of treasury shares, net of option strike price received -                     -                     (2,562)             1,067              
Payment of dividends and interest on capital for the previous year 23.b) -                     -                     (152,938)         (201,652)         

Receipts (payments) to settle derivative operations -                     -                     3,992              32,401            

Receipt by exercised stock options 27.1 -                     -                     52,673            -                     

Capital increase 27.1 206,592          -                     206,592          -                     

NET CASH USED IN FINANCING ACTIVITIES 3,085,630       -                     2,312,422       (1,751,396)      

Effect of exchange variation on cash and cash equivalents -                     -                     106                 39,950            

    

DECREASE IN CASH AND CASH EQUIVALENTS 2,380,800       -                     3,298,534       (478,083)         

Opening balance of cash and cash equivalents 6 -                     -                     1,215,048       1,693,131       
Closing balance of cash and cash equivalents 6 2,380,800       -                     4,513,582       1,215,048       

   

DECREASE IN CASH AND CASH EQUIVALENTS 2,380,800       -                     3,298,534       (478,083)         

* The notes are an integral part of the financial statements

 Company Consolidated
Note
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NATURA &CO HOLDING S.A.

STATEMENT OF VALUE ADDED

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(All amounts in thousands of Brazilian reais - R$)

2019 2018 2019 2018

INCOME                        -                        -        18,474,068        17,005,145 

Sale of goods, products and services                        -                      -          18,342,780        17,086,189 
Provision for doubtful accounts, net of reversals 8                        -                      -                 21,247             (11,689)
Other operating expenses, net                        -                      -               110,041             (69,355)

INPUTS ACQUIRED FROM THIRD PARTIES                        -                        -      (10,776,149)      (10,002,306)

Cost of products sold and services                        -                        -        (5,413,253)        (4,960,201)
Materials, electricity, outsourced services and others                        -                        -        (5,362,896)        (5,042,105)

GROSS VALUE ADDED                        -                      -            7,697,919          7,002,839 

RETENTIONS                        -                        -        (1,117,416)           (589,911)

Depreciation and amortization 15 e 16                        -                        -        (1,117,416)           (589,911)

VALUE ADDED PRODUCED BY THE COMPANY                      -                        -            6,580,503          6,412,928 

TRANSFERRED VALUE ADDED               97,493                        -          1,955,784          2,056,421 

Equity in subsidiaries 14               89,332                        -                        -                        - 
Financial income - including inflation adjustments and exchange rate variations 28                 8,161                        -          1,955,784          2,056,421 

TOTAL VALUE ADDED TO DISTRIBUTE               97,493                        -          8,536,287          8,469,349 

DISTRIBUTION OF VALUE ADDED               97,493                        -          8,536,287 100%          8,469,349 100%

Payroll and social charges                        -                        -          3,010,938 34%          2,813,413 33%
Taxes, fees and contributions             196,474                        -          2,545,969 30%          2,414,119 29%
Financial expenses and rentals               48,611                        -          2,823,913 33%          2,693,438 32%

Dividends                        -                      -                        -                 56,661 
Interest on equity                        -                      -               110,671             111,449 
Retained earnings           (147,592)                        -               44,796 1%             380,269 4%

* The notes are an integral part of the financial statements

Company Consolidated
Note
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A free translation from Portuguese into English of Individual and Consolidated Financial Statements prepared in Brazilian 
currency in accordance with accounting practices adopted in Brazil and in accordance with International Financial 
Reporting Standards (IFRS), issued by International Accounting Standards Board – IASB) 

NATURA &CO HOLDING S.A. 
NOTES TO THE INDIVIDUAL AND CONSOLIDATED FINANCIAL STATEMENTS  
FOR THE YEAR ENDED DECEMBER 31, 2019 
(Amounts in thousands of Brazilian reais - R$, unless otherwise stated) 

1. GENERAL INFORMATION 

NATURA &CO HOLDING S.A. (“Natura &Co” or “Company”), previously called Natura Holding S.A., was 
incorporated on January 21, 2019, with the purpose of holding interest in other companies, as partner or 
shareholder, in Brazil or abroad (“holding company”). The purpose of the Company is to manage shareholding 
interest in companies that perform their main activities in the cosmetics, fragrances and personal hygiene sector, 
through the development of manufacturing, distribution and commercialization of its products. The Company's 
main brand is "Natura", followed by the English brand "The Body Shop" and the Australian brand "Aesop". In 
addition to using the retail market, e-commerce, B2B and franchises as product sales channels, its subsidiaries are 
highlighted by the direct sales channel, carried out mainly by the consultants from Natura and The Body Shop 
brands. 

The Company is a publicly-traded corporation, domiciled in São Paulo, registered in the special trading segment 
called “Novo Mercado” in the B3 S.A. – Brasil, Bolsa, Balcão (B3), under the ticker “NTCO3.” After several 
restructuring activities during the acquisition process of Avon Products, Inc. (“Avon”), the Company became the 
holding company of the Natura group and, since December 2019, hold 100% of the shares of Natura Cosméticos 
S.A. (“Natura”). On January 6, 2020, the Company started to trade its shares on the New York Stock Exchange 
(“NYSE”), under the ticker “NTCO”.  

The Company was incorporated as part of a corporate restructuring process started by Natura, on May 22, 2019, 
with the purpose of concluding the merger of Avon Products, Inc (“Avon”) through a share merger and swap 
process between Avon and the Company, resulting in the business combination (“Operation”).Corporate 
restructuring to acquire the control of Avon Products, Inc. 

a) Corporate restructuring to acquire the control of Avon Products, Inc 

On May 22, 2019, the Company’s current subsidiary Natura announced the acquisition of Avon (NYSE: AVP), in a 
share swap agreement, creating the world’s fourth largest exclusive beauty group by uniting companies strongly 
committed to generating positive social impact. 

The Operation involved a series of corporate acts, as shown below: 

Preparatory Step – Capitalization of Profits  

On September 17, 2019, Natura called and held an extraordinary shareholders’ meeting in which Natura 
shareholders approved the capitalization of earnings reserves in the amount of R$1,242,165, with bonus share 
distribution to Natura shareholders at amount equal to one Natura bonus share for each Natura share held. 

Step 1 – Contribution from Founders 

On November 13, 2019, Natura shareholders who signed the Voting and Support Agreement of Natura Founders 
(“Founders”), or who signed adhesion to this agreement, contributed to Natura &Co a number of shares 
corresponding to approximately 57.3%, of Natura capital (“Contribution from Founders”) in the amount of 
R$1,145,994, of which R$495,393 as capital payment and R$650,601 as capital reserve. Additionally, the Founders 
made a contribution in cash of R$206,592 for the Company to pay the corporate income tax that may be calculated 
on the special equity reserve classified jointly with capital reserves to be registered as a result of Founders’ 
Contribution, in exchange for Company shares. 

Step 2 – Merger of Shares of Natura Cosméticos 

All Natura Cosméticos shares not previous held by Natura &Co Holding until step 2, were merged into Natura &Co 
Holding, and Natura Cosméticos became a wholly owned subsidiary of Natura &Co ("Share Merger" and, jointly 
with Founders’ Contribution, “Natura Restructuring”). The decision was taken through extraordinary 
shareholders' meeting held on November 13, 2019, and the Share Merger was consummated on December 17, 
2019, in the amount of R$1,101,013, of which R$370,266 as capital payment and R$730,747 as capital reserve, as 
per material fact notices disclosed by Natura &Co. Natura is no longer listed on B3, but it is still registered under 
B Category at CVM. Within the context of extraordinary shareholders' meeting for the Share Merger, Natura 



 

16 
 

established a Special Independent Committee to negotiate the share exchange rate in accordance with CVM 
Guideline Report 35/2008.  

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

The individual and consolidated financial statements were prepared in accordance with the International Financial 
Reporting Standards (“IFRS”), issued by the International Accounting Standards Board” (“IASB”), and 
interpretations issued by the International Financial Reporting Interpretations Committee (“IFRIC”), introduced in 
Brazil through the Accounting Pronouncements Committee of Brazil (“CPC”) and its interpretations (“ICPC”) and 
technical guidelines (“OCPC”), approved by the Securities and Exchange Commission of Brazil (“CVM”). 

The Company’s individual and consolidated financial statements are expressed in thousands of Brazilian reais 
(“R$”), and the amounts expressed in other currencies, whenever necessary, are also disclosed in thousands. The 
items disclosed in other currencies are duly identified, whenever applicable.  

Management confirms that all relevant information in the financial statements, and only them, are being 
disclosed, and they correspond to those used in the development of its business management activities. 

a) Basis of presentation of Company’s consolidated financial statements before the corporate restructuring 
(Note 1a)  

Business combinations between companies under common control have not yet been specifically addressed by 
accounting practices adopted in Brazil (“CPCs”) and the international financial reporting standards (“IFRS”). 
Therefore, in accordance with paragraph 11 of IAS 8/CPC 23 – Accounting Policies, Changes in Accounting 
Estimates and Errors, Management considered the requirements and Pronouncements, Interpretations and 
Guidelines that address similar and related matters.  

IFRS 3 / CPC 15(R1) – Business Combination is the pronouncement addressing business combinations, it clearly 
excludes from its scope the business combinations between entities under common control and, therefore, 
cannot be applied in this case.  

As an alternative, complying with paragraphs 10 and 11 of IAS 8/CPC 23,  where there is a lack of guidelines of the 
Conceptual Structure for Preparation and Presentation of Financial Statements, the Management may also 
consider the most recent technical positions assumed by other accounting regulation agencies using a conceptual 
structure similar to that of the CPC to develop accounting pronouncements, or, other accounting literature and 
practices generally accepted in the industry, to the extent that they do not show conflict with the sources provided 
for in paragraph 11 of IAS 8 / CPC 23. 

 The predecessor basis of accounting is an accounting alternative and is in line with the accounting practices of 
other countries, such as the accounting practices generally accepted in the United States and United Kingdom 
(“USGAAP” and “UKGAAP”, respectively), which allow the use of this practice in corporate restructuring and other 
operations between entities under common control. Therefore, Management elected the predecessor method 
the accounting practice that best represents the operation and provides the investor with the most significant 
information. 

The adoption of the predecessor basis of accounting, as well as its application in a retroactive manner , 
represents a change in accounting practice as provided for in paragraph 29 of IAS 8/CPC 23. As such, these effects 
are being presented for all comparative periods.  

On December 31, 2019, the Company holds 100% of Natura shares and, therefore, for comparison purposes, the 
amounts presented in the year ended December 31, 2018 refer to Natura. 

The Company’s financial statements, with the adoption of the predecessor basis of accounting, were prepared to 
reflect:  

➢ the historical results of operations and financial position of Natura Cosméticos and the Company, in a 
combined basis; 

➢ the effects from initial merger of Natura by the Company, which represent its accounting information for 
the investment in Natura Cosméticos; and 

➢ the non-controlling interest in the Company, which was determined based on the proportional interest in 
identifiable equity and net income. 

The individual financial statements include entries to reflect the equity in the investee Natura while the 
Consolidated financial statements were prepared considering that Natura was controlled by the Company since 
January 1, 2019. 
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b) Basis of presentation of the individual financial statements of the Controller at December 31, 2019 

The Company, which individually is the parent company of Natura, has limited transactions since its establishment, 
and its main transactions include the corporate restructuring referred to in Note 1. Accordingly, its main result 
originates from recognizing equity in the earnings (losses) of Natura. The predecessor basis of accounting does 
not apply to individual financial statements, therefore, to comply with the regulatory requirements imposed to 
the individual Company (“Parent Company”), its accounting presentation for the fiscal year ended December 31, 
2019 is shown in the Notes below. 

c) Reconciliation of Company’s individual results and Company’s consolidated results 

Net loss for the year – Natura &Co Holding – Parent Company (147,592) 

  

Natura Cosméticos results – Consolidated up to November 13, 2019 228,415 
Natura Cosméticos results – Consolidated from November 14, 2019 to November 30, 2019 81,998 
Natura Cosméticos results – Consolidated from November 30, 2019 to December 17, 2019 92,516 
Natura Cosméticos results – Consolidated from December 18, 2019 to December 31, 2019 (10,537) 

(+) Consolidated net income of Natura Cosméticos 392,391 

  

Equity in the earnings or loss – Nov. 14 to Dec. 17, 2019 – participation of 57.3% 99,869 
Equity in the earnings or loss – Dec. 18 to Dec. 31, 2019 – participation of 100% (10,537) 
(-) Equity in the earnings or losses (89,332) 

(=) Net income for the year – Natura &Co Holding - Consolidated 155,467 

d) Reconciliation of the Company and Natura’s shareholders’ equity 

 
Company Natura 

Predecessor 
adjustments 

Capital stock (a) 1,485,435  1,721,911  (236,476) 
Surplus on issue/sale of shares (b) 1,096,398 84,579  1,011,819 
Special reserve (a) 206,592  -  206,592  
Additional paid-in capital (b) -  388,729  (388,729) 
Profit reserves - Legal (b) -  18,650  (18,650) 
Profit reserves – Tax incentives (b) -  157,524 (157,524) 
Profit reserve - retention (c)  (1,428) 298,344 (299,772) 
Retained losses (c)  (147,592) - (147,592) 

a) The acts for the Company formation acts resulted in a Share Capital of R$ 1,485,435 and a statutory reserve, 
called special reserve, of R$ 206,592. Considering that capital contributed by the controlling shareholders 
was measured based on the Natura’s equity on November 13, 2019, and later, by the other shareholders, 
on December 17, 2019, the mathematical calculation showed a difference of R$ 236,476 to adjustment the 
Capital in December 31, 2019, reflected in the corresponding large social groups on December 31, 2019. 

b) The balance of other comprehensive income reflects Natura figures, since there are recyclable items for the 
statement of income in the future, when applicable. The remaining Additional Paid-in Capital reserve, Legal 
Profit reserve, Tax Incentives and Proposed Additional Dividend are not applicable in the Company, so they 
were adjusted and added to the initial capital contribution balance. The adjustment of R $ 1,011,819 
recorded in the “Surplus on issue/sale of shares” corresponds to the mathematical calculation to reflect this 
movement. 

c) Retained earnings and profit reserve – retention, reflect the Company operation during the period. 

3. SUMMARY OF SIGNIFICANT ACCOUNTING PRACTICES 

The main accounting practices applied in the preparation of these financial statements are defined below. These 
practices have been applied consistently in all the years presented with the exception of the accounting practices 
presented in note 3.29, which were adopted as from the year started on January 1, 2019. 

3.1 Basis of preparation 

The financial statements have been prepared in accordance with the International Financial Reporting Standards 
(IFRS) as issued by the International Accounting Standards Board (IASB) and accounting practices adopted in Brazil 
which include those established in the Brazilian Corporate Law as well as the Pronouncements, Instructions and 
Interpretations issued by the Accounting Pronouncements Committee (CPC) and approved by the Brazilian 
Securities and Exchange Commission (CVM).  
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All relevant information specific to these financial statements, and only such information, is presented, which 
corresponds to that used by Management in its administration of Natura &Co. 

3.2 Foreign currency conversion 

Functional currency 

Items included in the financial statements of the Company and each of its the subsidiaries included in the 
consolidated financial statements are measured using the currency of the main economic environment in which 
the companies operate (“functional currency”). 

3.2.1 Transactions and balances using currency that differ from the functional currency 

Foreign-denominated transactions are translated into the Company’ functional currency – Brazilian reais (R$) - at 
the exchange rates prevailing on the dates of the transactions. Balance sheet accounts are translated at 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 translation of monetary assets and monetary liabilities denominated in 
foreign currency are recognized in profit or loss, in line items “Financial income” and “Financial expenses”. 

The financial statements are presented in Brazilian reais (R$), which corresponds to the Company’s presentation 
currency. 

In the preparation of the consolidated financial statements, the statements of income and of cash flows and all 
changes in assets and liabilities of foreign subsidiaries, whose functional currency is the local currency in the 
respective countries where they operate, are converted into Brazilian real at the average monthly exchange rate 
nearest to the effective exchange rate on the date of the corresponding transactions. The balance sheet is 
translated into Brazilian real at the exchange rates at the reporting date. This translation calculation is different 
for Natura Cosméticos S.A. – Argentina, which became a hyperinflationary economy as of July 1, 2018 (Note 
3.2.1.a) in which the balance sheet is converted into Brazilian real at the exchange rates at the date of the year 
reporting period.  

The effects from variations in the exchange rate arising from these conversions are stated under “Other 
comprehensive income” in the statements of comprehensive income and in shareholders’ equity. 

a) Hyperinflationary economy 

Starting from July 2018, Argentina has been considered a hyperinflationary economy and as per CPC 42 – 
Contabilidade e Evidenciação em Economia Altamente Inflacionária (IAS 29 – Financial Reporting in 
Hyperinflationary Economies), the non-monetary assets and liabilities, equity items and the statement of income 
of the subsidiary Natura Cosmetics S.A. – Argentina (“Natura Argentina”), whose functional currency is the 
Argentinean peso, are being adjusted so that the figures are reported in the monetary measurement unit at the 
end of the reporting period, which considers the effects measured by the Consumer Price Index (“IPC”) in 
Argentina starting January 1, 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 (start of the period in which a hyperinflationary scenario 
was identified). 

Non-monetary assets and liabilities booked at historical cost and equity items of Natura Argentina were adjusted 
for inflation based on the aforementioned indices. The effects of hyperinflation resulting from changes in the 
overall purchasing power (i) were presented in equity up to December 31, 2017; and (ii) are presented in the 
statement of income starting January 1, 2018. The statement of income is adjusted at the end of each reporting 
period based on the variation in the general price index. 

The net effect of inflation adjustment in 2019 on (i) non-monetary assets and liabilities; (ii) items in shareholders' 
equity; and (iii) statement of income was presented in a specific account for hyperinflation in the financial result 
(see note 28). 

To convert the accounting balances of the subsidiary Natura Argentina, to the reporting currency (Brazilian real – 
R$) used in the individual and consolidated financial statements of the Company, the following procedures 
required by CPC 02(R2) – Efeitos das mudanças nas taxas de câmbio e conversão de demonstrações contábeis (IAS 
21 - The effects of changes in foreign exchange rates) were adopted: 

➢ the amounts related to assets, liabilities and equity items were converted at the exchange rate on the 
reporting date (0.06732 Argentinean peso for each Brazilian real in December 2019); and 
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➢ revenues and expenses in the year were converted at the exchange rate on the reporting date (0.06732 
Argentinean peso for each Brazilian real in December 2019), instead of the average exchange rate of the 
period, which is used to convert currencies in non-hyperinflationary economies. 

Cumulative inflation, as measured by the IPC index, for the fiscal year ended December 31, 2019 was 54.5% 
(47.99% at December 31, 2018). 

In the fiscal year ended December 31, 2019, the application of CPC 42 / IAS 29 resulted in: (i) a negative impact 
on the financial result of R$13,947 (R$25,066 at December 31, 2018); and (ii) a negative impact on net income for 
the year of R$68,940 (R$64,271 at December 31, 2018). 

The conversion of statement of income at the exchange rate on the reporting date, instead of average monthly 
exchange rate of the year, resulted in a positive impact on other comprehensive income for the fiscal year ended 
December 31, 2019 of R$17,666 (R$19,074 on December 31, 2018). 

3.3 Consolidation 

a) Investments in subsidiaries 

The Company controls an entity when it is exposed to, or has rights to, the variable returns arising from its 
involvement with the entity and when it has the power to affect these returns by exerting its power over the 
entity. The financial statements of subsidiaries are included in the consolidated financial statements as from the 
date on which the Company obtained control until the date of loss of control. The Company holds interests only 
in subsidiaries.  

Investments in subsidiaries are accounted for by the equity method of accounting. The financial statements of 
subsidiaries are prepared as of the same reporting date of the Company. Adjustments are made, if necessary, to 
conform their accounting practices to those adopted by the Company.  

Under the equity method of accounting, the share attributable to the Company of the profit or loss for the period 
of such investments is accounted for in the statement of income, in line item “Equity in subsidiaries”. All intragroup 
balances, revenues, expenses and unrealized gains and losses arising from intragroup transactions are completely 
eliminated. The other comprehensive income of subsidiaries is recorded directly in the Company’s shareholders’ 
equity, in line item “Other comprehensive income”. 

Below is the list of Company’s subsidiaries on December 31, 2019 and 2018: 

  Interest in capital - % 
 2019 2018 

Direct Interest:   

     Natura Cosméticos S.A. 100.00 - 

     Nectarine Merger Sub I, Inc. – United States 100.00 - 
   

Via Nectarine Merger Sub I, Inc.    

     Nectarine Merger Sub II, Inc. – United States 100.00 - 
   

Indirect Interest:     

     Indústria e Comércio de Cosméticos Natura Ltda. – Brazil 99.99 99.99 

     Natura Comercial Ltda. – Brazil 99.99 99.99 

     Natura Biosphera Franqueadora Ltda. – Brazil 99.99 99.99 

     Natura Cosméticos S.A. – Chile 99.99 99.99 

     Natura Cosméticos C.A. – Venezuela 99.99 99.99 

     Natura Cosméticos S.A. – Peru 99.99 99.99 

     Natura Cosméticos S.A. – Argentina  99.99 99.99 

     Natura Cosméticos y Servicios de México, S.A. de C.V. 99.99 99.99 

     Natura Cosméticos de México, S.A. de C.V. 99.99 99.99 

     Natura Distribuidora de México, S.A. de C.V. 99.99 99.99 

     Natura Cosméticos Ltda. – Colombia 99.99 99.99 

     Natura Cosméticos España S.L. – Spain 100.00 100.00 

     Natura (Brasil) International B.V. – Netherlands 100.00 100.00 

     Natura Brazil Pty Ltd. – Australia 100.00 100.00 

     Natura Cosmetics Asia Pacific Pte. Ltd. - Singapore 100.00 - 

     Fundo de Investimento Essencial - Brazil 100.00 100.00 
      

Via Indústria e Comércio de Cosméticos Natura Ltda.:     

     Natura Logística e Serviços Ltda. - Brazil 99,99 99,99 
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Via Natura (Brazil) International B.V. - Netherlands:     

     Natura Europa SAS – France 100.00 100.00 

     Natura Brasil Inc. - USA - Delaware 100.00 100.00 

     The Body Shop International Limited – United Kingdom 100.00 100.00 
      

Via Brasil Inc. - USA - Delaware     

     Natura International Inc. - USA – New York 100.00 100.00 
      

Via The Body Shop International Limited     

     G A Holdings (Guernsey) Limited - United Kingdom 100.00 100.00 

     G A Holdings (1979) Limited - United Kingdom 100.00 100.00 

     The Body Shop Worldwide Limited - United Kingdom 100.00 100.00 

     The Body Shop Global Travel Retail Limited - United Kingdom 100.00 100.00 

     The Millennium Luxembourg Sarl Administration Company Limited- United 
Kingdom 

- 100.00 

     The Body Shop Beteiligungs-Gmbh – Germany 100.00 100.00 

     The Body Shop Gmbh - Austria  100.00 100.00 

     The Body Shop Benelux B.V. – Netherlands 100.00 100.00 

     The Body Shop Service B.V. – Netherlands 100.00 100.00 

     The Body Shop Svenska Ab – Sweden 100.00 100.00 

     The Body Shop Luxembourg Sarl – Luxemburg 100.00 100.00 

     The Body Shop Monaco Sarl 100.00 100.00 

     The Body Shop Cosmetics Ireland Limited 100.00 - 

     The Body Shop S.A.U – Spain 100.00 100.00 

     The Body Shop Portugal, S.A. 100.00 100.00 

     The Body Shop (Singapore) Pte Limited - Singapore 100.00 100.00 

     The Body Shop International (Asia Pacific) Pte Limited 100.00 100.00 

     The Body Shop (Malaysia) Sdn.Bhd – Malaysia 100.00 100.00 

     The Body Shop Hong Kong Limited - Hong Kong 100.00 100.00 

     The Body Shop Australia Limited - Australia 100.00 100.00 

     Buth-Na-Bodhaige Inc. 100.00 100.00 

     The Body Shop Canada Limited - Canada 100.00 100.00 

     The Body Shop Brasil Indústria E Comércio De Cosméticos Ltda. 99.99 99.99 

     The Body Shop Brasil Franquias Ltda. - Brazil 99.99 99.99 

     The Body Shop Chile – Chile 99.99 99.99 
      

Via The Body Shop Worldwide Limited     

     The Body Shop (France) Sarl 100.00 100.00 

     B.S. Danmark A/S – Denmark 100.00 100.00 
      

Via The Body Shop Beteiligungs GmbH - Germany     

     The Body Shop Germany GmbH 100.00 100.00 
      

Via The Body Shop Benelux B.V. - Netherlands     

     The Body Shop Belgium B.V (Netherlands Return) – Netherlands 100.00 99.99 

     The Body Shop Belgium B.V (Belgium Branch) – Netherlands - 99.99 
      

Via The Body Shop Hong Kong Limited - Hong Kong     

     Mighty Ocean Company Limited - Hong Kong 100.00 100.00 
      

Via Mighty Ocean Company Limited - Hong Kong     

     Hsb Hair, Skin And Bath Products Company Limited - Macau 100.00 100.00 
      

Via Buth-Na-Bodhaige Inc.     

     Aramara S. De R.L. De C.V. – Mexico 100.00 100.00 

     Cimarrones S.A. De C.V. – Mexico 99.99 99.99 

     TBS Air I, LLC – USA - 74.00 

     TBS Air II, LLC – USA - 85.00 

     TBS Air III, LLC - USA 70.00 70.00 
      

Via Natura Brazil Pty Ltd.:     

     Natura Cosmetics Australia Pty Ltd. - Australia 100.00 100.00 
      

Via Natura Cosmetics Australia Pty Ltd. - Australia:     

     Emeis Holdings Pty Ltd – Australia 100.00 100.00 
      

Via Emeis Holdings Pty Ltd – Australia     

     Emeis Cosmetics Pty Ltd – Australia 100.00 100.00 

     Emeis Trading Pty Ltd – Australia 100.00 100.00 
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     Aesop Retail Pty Ltd – Australia 100.00 100.00 

     Aesop Japan Kabushiki Kaisha - Japan 100.00 100.00 

     Aesop Singapore Pte. Ltd. - Singapore 100.00 100.00 

     Aesop Hong Kong Limited - Hong Kong 100.00 100.00 

     Aesop USA, Inc. - USA  100.00 100.00 

     Aesop UK Limited - United Kingdom 100.00 100.00 

     Aesop New Zeland Limited - New Zeland 100.00 100.00 

     Aesop Brasil Comercio de Cosmeticos Ltda. - Brazil 99.99 99.99 

     Aesop Foundation Limited - Australia 100.00 100.00 
      

Via Emeis Cosmetics Pty Ltd – Australia     

     Emeis Cosmetics Pty Ltd (Korea Branch) 100.00 100.00 
      

Via Aesop Hong Kong Limited - Hong Kong     

     Aesop Macau Sociedade Unipessoal Limitada (Macau) 100.00 100.00 
      

Via Aesop Singapore Pte. Ltd. - Singapore     

     Aesop Taiwan Cosmetics Company Limited - Taiwan 100.00 100.00 

     Aesop Malaysia Sdn. Bhd. - Malaysia 100.00 100.00 

     Aesop Korea Yuhan Hoesa – Korea 100.00 100.00 
      

Via Aesop USA, Inc. – USA     

     Aesop Canada, Inc. – Canada 100.00 99.99 
      

Via Aesop UK Limited - United Kingdom     

     Aesop Switzerland AG – Switzerland 100.00 100.00 

     Aesop Germany GmbH - Germany 100.00 100.00 

     Aesop Sweden AB - Sweden 100.00 100.00 

     Aesop Norway AS - Norway 100.00 100.00 

     Aesop Italy SARL - Italy 100.00 100.00 

     Aesop Denmark ApS - Denmark 100.00 100.00 

     Aesop Austria GmbH - Austria 100.00 100.00 

     Aesop Belgium - Belgium 100.00 100.00 

 and Aesop France SARL - France 100.00 100.00 

     Aesop Netherlands B.V (Netherlands) 100.00 - 

The consolidated financial statements have been prepared based on the financial statements as of the same date 
and consistent with the Company’ accounting practices. Investments in subsidiaries arising from intercompany 
operations have been eliminated proportionately to the investor’s interests in the subsidiaries’ shareholders’ 
equity and net income or loss, intergroup balances and transactions and unrealized profits, net of taxes. 

The operations of the direct and indirect subsidiaries are as follows: 

➢ Natura Cosméticos S.A.: it is a publicly-traded corporation, established under the laws of the Federative 
Republic of Brazil on June 6, 1993, for an indefinite term. Founded in 1969 in São Paulo, Brazil, it is one of 
the world’s ten largest direct selling companies. Under the Natura brand, most products are made of 
materials from natural sources, developed with ingredients extracted from Brazil’s biodiversity and mainly 
distributed through direct selling by independent Natura consultants. It also sells through e-commerce and 
an expanded own store chain, composed of 43 stores in Brazil and 9 stores abroad (in the USA, France, 
Argentina and Chile), 256 franchise stores, as well as presence in approximately 3,500 drugstores on June 
30, 2019. 

➢ Indústria e Comércio de Cosméticos Natura Ltda.: engaged primarily in the production and sale of Natura 
products to Natura Cosméticos S.A. - Brazil, Natura Cosméticos S.A. - Chile, Natura Cosméticos S.A. - Peru, 
Natura Cosméticos S.A. - Argentina, Natura Cosméticos Ltda. - Colombia, Natura Europa SAS - France, and 
Natura Cosméticos de Mexico S.A. de C.V and Natura International Inc. - USA. 

➢ Natura Comercial Ltda.: engaged in the retail sale of cosmetics, fragrances in general and toiletries, through 
sales in the retail market. 

➢ Natura Biosphera Franqueadora Ltda. (previously Natura Cosmetics and Services Ltda.): engaged in trading, 
including by electronic means, of products from Natura brand. 

➢ Natura Cosméticos S.A. - Chile, Natura Cosméticos S.A. - Peru, Natura Cosméticos S.A. - Argentina, Natura 
Cosméticos Ltda. - Colombia and Natura Distribuidora de Mexico, S.A. de C.V.: their activities are an 
extension of the activities conducted by the parent company Natura Cosméticos S.A. - Brazil. 

➢ Natura Cosmetics Asia Pacific Pte. Ltd – Singapore: company established in 2019, not operational yet. 
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➢ Natura Cosméticos CA. - Venezuela: the company is in the process of closing and there are no material 
investments, transactions or balances in its accounting records. 

➢ Natura Inovação e Tecnologia de Produtos Ltda.: engaged in product and technology development and 
market research. Merged with the Company and lawfully terminated on November 1, 2018, with its 
operations, rights and obligations taken over by the Company. 

➢ Natura Cosméticos y Servicios de Mexico, S.A. de C.V.: engaged in the provision of administrative and 
logistics services to companies Natura Cosméticos de Mexico, S.A. de C.V. e Natura Distribuidora de Mexico, 
S.A. de C.V.. 

➢ Natura Cosméticos de Mexico, S.A. de C.V.: engaged in the import and sale of cosmetics, fragrances in 
general, and hygiene products to Natura Distribuidora de Mexico, S.A. de C.V. 

➢ Natura Cosméticos España S.L.: activities are suspended. In case activity is resumed, it will carry out the same 
activities as the Company. 

➢ Natura (Brazil) International B.V - Netherlands: holding of Natura Europe SAS – France, Natura Brazil Inc., 
Natura International Inc. and The Body Shop International Limited.  

➢ Natura Logística e Serviços Ltda.: engaged in picking, packing and mailing services, logistics consulting, 
human resources management and human resources training. 

➢ Natura Brasil Inc.: holding company of Natura International Inc. 

➢ Natura International Inc - USA: engaged in capturing trends in design, fashion and technology, transforming 
them into ideas, concepts and prototypes. 

➢ Natura Europa SAS - France: engaged primarily in the purchase, sale, import, export and distribution of 
cosmetics, fragrances, and toiletries  

➢ Natura Brazil Pty Ltd – holding of Natura Cosmetics Australia Pty Ltd operations. 

➢ Natura Cosmetics Australia Pty Ltd – holding of Emeis Holdings Pty Ltd. 

➢ Emeis Holdings Pty Ltda and its subsidiaries: engaged primarily in the manufacture and marketing of 
premium cosmetics, operating under the brand “Aesop,” with products sold in retail stores and own stores. 
During 2019, the subsidiary “Aesop Netherlands B.V (Netherlands)” was incorporated.  

➢ The Body Shop International Limited and its subsidiaries: engaged primarily in the development, distribution 
and sale of cosmetics under the brand “The Body Shop,” with products sold through a chain of own stores, 
e-commerce, direct selling and franchises. During 2019, the subsidiary “The Body Shop Cosmetics Ireland 
Limited” was incorporated. In the same period, the following subsidiaries were closed: The Millennium 
Luxembourg Sarl Administration Company Limited-United Kingdom; The Body Shop Belgium B.V (Belgium 
Branch) – Netherlands; TBS Air I, LLC – USA; TBS Air II, LLC – USA. 

➢ Fundo de Investimento Essencial: refers to the private-credit fixed-income funds. 

b) Business combinations 

Business combinations with unrelated third parties are accounted for by applying the acquisition method when 
control is transferred to the Company. The consideration transferred is in general measured at fair value, as well 
as the identifiable net assets acquired. Any goodwill arising from the transaction is tested annually for impairment. 
Gains from a bargain purchase are recognized immediately in profit or loss. Acquisition-related costs are recorded 
in profit or loss as incurred, except for costs related to the issue of debt or equity instruments.  

The consideration transferred does not include amounts related to the payment of pre-existing relationships. 
These amounts generally are recognized in profit or loss for the year. 

In a business combination involving entities or business under common 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 
combination, and that control is not transitory, the Company applies the predecessor accounting method (Note 
2a). 

c) Ownership interest of non-controlling shareholders 

The Company opted to measure any ownership interest of non-controlling shareholders initially by the 
proportionate interest held in the identifiable net assets of the acquired entity on the acquisition date. 
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Changes in the Company’s interest in a subsidiary that do not result in loss of control are recorded as transactions 
under shareholders’ equity. 

3.4 Financial Instruments 

The Company adopted CPC 48 / IFRS 9 – Financial Statements in replacement to IAS 39 – Financial Instruments: 
Recognition and Measurement on January 1, 2018. The changes made in the Company’s accounting policies are 
described below, as well as their impacts on the financial statements. 

3.4.1 Classification of financial assets 

CPC 48 / IFRS 9 contains an approach to classify and measure financial assets with the three main classification 
categories: measured at amortized cost, at fair value through other comprehensive income (“FVOCI”) and at fair 
value through profit or loss (“FVPL”). The standard eliminates the following existing categories under IAS 39: held 
to maturity, held for trading, borrowings and receivables, and available for sale. 

The classification of financial assets at initial recognition depends on the characteristics of the contractual cash 
flows of the financial asset and Company’s business model for the management of these financial assets. Except 
for trade receivables that do not contain a significant financing component or to which the Company has been 
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.  

A financial asset is measured at amortized cost if it meets the following conditions and is not designated for 
measurement at fair value through profit or loss: 

➢ is maintained within a business model whose objective is to keep financial assets to receive contractual cash 
flows; and 

➢ its contractual terms generate, on specific dates, cash flows that are relative only to the payment of principal 
and interest on the outstanding principal amount. 

A financial asset is measured at fair value through other comprehensive income if it meets the following condition 
and is not designated for measurement at fair value through profit or loss: 

➢ its contractual terms generate, on specific dates, cash flows that are not only the payment of principal and 
interest on the outstanding principal amount. 

All financial assets not classified as measured at their amortized cost or at fair value through other comprehensive 
income are classified as at fair value through profit or loss. 

Assessment of the business model 

The Company evaluates the objective of the business model in which the financial asset is maintained in the 
portfolio, because it reflects the best way in which the business is managed, and information is provided to the 
Management. The information considered includes: 

➢ the policies and objectives determined for the portfolio and how these policies actually work. These include 
the issue of knowing whether Management strategy focuses on obtaining contractual interest income, 
maintaining a certain interest rate profile, the correspondence between the duration of financial assets and 
the duration of the corresponding liabilities or expected cash disbursements, or realizations of the cash flows 
through the sale of assets; 

➢ how the performance of the portfolio is assessed and reported to the Management of the Company; 

➢ the risks that affect the performance of the business model (and the financial asset maintained in that 
business model) and how those risks are managed; 

➢ how business managers are remunerated – for example, if the remuneration is based on the fair value of 
the assets managed or on the contractual cash flows obtained; and 

➢ the frequency, volume and time of sale of financial assets in previous years, the reasons for such sale and 
their expectations of future sales. 

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are not deemed 
sales, consistent with the continuous recognition of the Company’s assets. 

Financial assets held for trading or managed with performance assessed based on their fair value are measured 
at fair value through profit or loss. 
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Assessment of whether contractual cash flows are only payments of principal and interest 

To assess contractual cash flows, the “principal” is defined as the fair value of the financial asset upon initial 
recognition. “Interest” is defined as consideration for the value of money in time and for the credit risk associated 
with the principal outstanding over a certain period of time and for other risks and basic costs of loans (for 
example, liquidity risk and administrative costs), as well as profit margin. 

The Company considers the contractual terms of the instrument to assess whether the contractual cash flows are 
only payments of principal and interest. This includes an assessment of whether the financial asset contains a 
contractual term that could change the moment or amount of contractual cash flows in such a way that it would 
not meet this condition. When conducting such assessment, the Company takes into account: 

➢ contingent events that change the amount or timing of the cash flows; 

➢ terms that could adjust the contractual rate, including variable rates; 

➢ the prepayment and extension of terms; and 

➢ terms that limit the access of the Company to cash flows from specific assets (for example, based on the 
performance of an asset). 

The purchases or sales of financial assets requiring the delivery of assets within certain period established by 
regulation or market convention (regular negotiations) are recognized on the negotiation date, that is, the date 
in which the Company commits to purchase or sell the asset. 

i) Subsequent measurement 

For the purposes of subsequent measurement, financial assets are classified into four categories: 

➢ Financial assets at amortized cost (debt instrument); 

➢ Financial assets at fair value through other comprehensive income with reclassification of accumulated gains 
and losses (debt instruments); 

➢ Financial assets at fair value through other comprehensive income, without reclassification of accumulated 
gains and losses upon their derecognition (equity instruments); and 

➢ Financial assets at fair value through profit or loss. 

Financial assets at amortized cost (debt instruments) 

Financial assets at amortized cost are subsequently measured using the effective interest method and are subject 
to impairment loss. Gains or losses are recognized in profit or loss when the asset is written off, modified or 
presents impairment loss. 

Financial assets at fair value through other comprehensive income (debt instruments) 

For debt instruments at fair value through other comprehensive income, the interest revenue, exchange 
revaluation and losses or reversals of impairment loss are recognized in the statement of income and calculated 
at the same manner for financial assets measured at amortized cost. The remaining changes in fair value are 
recognized in other comprehensive income, upon the derecognition, the accrued fair value change recognized in 
other comprehensive income is reclassified to profit or loss. 

Financial assets at fair value through other comprehensive income (financial instruments) 

Upon initial recognition, the Company may opt irrevocably to classify its equity instruments at fair value through 
other comprehensive income when they meet the definition of equity under CPC 39 – Financial instruments: 
Presentation and are not held for trading. The classification is determined by considering each instrument 
specifically. Gains and losses on these financial assets are never classified to profit or loss Dividends are recognized 
with other revenues in the statement of income when the right to the payment is established, except when the 
Company benefits from these payments as recovery of part of the cost of the financial asset, if these gains are 
registered in other comprehensive income. Equity instruments at fair value through other comprehensive income 
are not subject to impairment test. 

Financial assets at fair value through profit or loss 

Financial assets at fair value through profit or loss are presented in the statement of financial position through 
fair value, with net variations of fair value recognized in the statement of income. This category includes derivative 
instruments and listed equity investments, which the Company has not classified irrevocably at fair value through 
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other comprehensive income. Dividends on listed equity investments are recognized as other revenue in the 
statement of income when the right to the payment is established. 

ii) Offsetting financial instruments 

Financial assets and financial liabilities are offset and the net amount is presented in the balance sheet when there 
is a legally enforceable right to set off recognized amounts and the intent to either settle them on a net basis, or 
to recognize the asset and settle the liability simultaneously. 

iii) 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 receive cash flows from the asset have expired; the Company transfers its rights 
or risk to receive cash flows of the asset or has 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 (i) the Company transfers 
substantially all risks and benefits of the asset, or (ii) the Company neither transferred nor retained substantially 
all risks and benefits of the asset, but transferred the control of asset. 

When the Company transfer its rights to receive cash flows of an asset or execute an on-lending agreement, it 
evaluates if, and at which extent, it retained the risks and benefits of ownership. When the Company neither 
transfers or retains substantially all risks and benefits of the asset, nor transferred the control over the asset, the 
Company continues to recognize the asset transferred to the extent of its continued involvement. In this case, the 
Company also recognizes an associated liability. The asset transferred is measured at the lowest between: (i) the 
value of the asset; and (ii) the maximum amount of consideration received that the entity may be obliged to 
refund (guarantee amount). 

The Company derecognizes a financial liability when its contractual obligation is withdrawn, canceled or expires. 

3.4.2 Derivative instruments 

Derivative instruments transactions contracted by the Group consist of swaps and non-deliverable forwards 
(NDF’s) intended exclusively to hedge against the foreign exchange risks related to balance sheet positions, 
acquisitions of inputs and property, plant and equipment, projected exports and projected 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 “Other comprehensive income” 
within shareholders’ equity. 

The fair value of derivative instruments is measured by the treasury departments of the Group based on 
information on each contracted transaction and related market inputs at the end of the reporting period, such as 
interest rates and exchange coupon. 

Hedge accounting 

After Management’s evaluation, the Company concluded that all existing hedge relationships are currently 
designated in effective hedge relationships and still qualify for hedge accounting under CPC 48 / IFRS 9, because 
the new standard did not change the general principles of how an entity accounts for effective hedges. 

When an entity applies CPC 48 / IFRS 9 for the first time, it can determine whether its accounting policy will 
continue to apply the hedge accounting requirements of CPC 38 / IAS 39 instead of the requirements of chapter 
6 of CPC 48 / IFRS 9. 

Given the results of the analyses and the decision to not adopt CPC 48 / IFRS 9 specifically for hedge accounting, 
the Company maintains its current accounting practices based on CPC 38 / IAS 39, as mentioned in Note 3.4 above, 
being affected only by the new disclosure requirements starting January 1, 2018, as presented in Note 5.2. 

Cash Flow hedge 

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 other comprehensive income and accumulated in “Gain (loss) from cash flow hedge 
operations” 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 instrument is recognized directly in equity in other comprehensive income, 
while the ineffective portion of hedge is immediately recognized in financial income (expenses).  
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For the years ended December 31, 2019 and 2018, the Company used derivative financial instruments, applying 
“cash flow hedge accounting” and, as disclosed in Note 5.2, for hedge against the risk of change in exchange rates  
related to loans in foreign currency and purchase and sale transactions in foreign currency and intercompany loan 
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 documentation of the operation, 
hedged risk, risk management process and methodology used in assessing effectiveness; and (iii) are considered 
effective to reduce the risk related to the exposure to be hedged. It allows the application of the hedge accounting 
methodology, with effect from measurement of their fair value on shareholders’ equity and from their realization 
on profit or loss in the heading related to the hedged item.   

Hedge accounting is discontinued when the Company cancels 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 other comprehensive income and accumulated in shareholders’ equity as of a certain date remain in equity and 
are recognized when the forecast transaction is eventually recognized in profit or loss. 

If a planned transaction results in the subsequent recognition of a non-financial asset or liability, the cumulative 
gain or loss in other comprehensive income is reclassified to profit or loss during the same year for which the non-
financial asset acquired or non-financial liability assumed affects the profit or loss. For example, when the non-
financial asset is depreciated or sold.  

Conversely, if a planned transaction results in the subsequent recognition of a financial asset or liability, the 
cumulative gain or loss in other comprehensive income is reclassified 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 forecast transaction is no longer expected, cumulative gains or losses deferred in equity are 
immediately recognized in profit or loss.    

The Company assesses, along with the hedge term, the effectiveness of its derivative financial instruments, as well 
as changes in their fair value. 

For the years ended December 31, 2019 and 2018, there were no losses related to the ineffective portion 
recognized in profit or loss for the year. 

The fair values of derivative financial instruments are disclosed in note 5.2. 

In addition, it should be mentioned that, during the years ended December 31, 2019 and 2018, the Company did 
not enter into transactions related to hedge of fair value or hedge of net investment. 

3.4.3 Financial liabilities 

Financial liabilities are classified, upon initial recognition, as financial liabilities at fair value through profit or loss, 
financial liabilities at amortized cost or as derivatives designated as hedge instruments in an effective hedge, as 
applicable. 

All financial liabilities are initially measured at fair value, more or less, in the event of financial liability not 
designated at fair value through profit or loss, the transaction costs that are directly attributable to the issuance 
of financial liability. 

The Company’s financial liabilities include borrowings, financing and debentures (note 18), derivative financial 
instruments (nota 5) and trade payables and forfeit operations (note 19). 

Subsequent measurement 

For the purposes of subsequent measurement, financial liabilities are classified into two categories: 

➢ Financial liabilities at fair value through profit or loss; and 

➢ 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 liabilities for trading and financial liabilities 
designated upon initial recognition at fair value through profit or loss. They are classified as held for trading if 
incurred for purposes of repurchase in the short term. This category also includes derivative instruments 
contracted by the Company that are not designated as hedge instruments in hedge relations defined by CPC 48. 
Separate embedded derivatives are also classified as held for trading, unless they are designated as effective 
hedging instruments.  
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Gains and losses on liabilities held for trading are recognized in the statement of income.  

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated on the 
initial recognition date, and only if the criteria provided for in CPC 48 were met.  

Financial liabilities at amortized cost (borrowings and financing) 

After initial recognition, borrowings and financing contracted and granted subject to interest are subsequently 
measured at amortized cost, using the effective interest method. Gains and losses are recognized in profit or loss 
when liabilities are written off, as well as through the process of amortizing to effective interest rate.  Gains and 
losses are recognized in profit or loss when liabilities are written off, as well as through the process of amortizing 
to effective interest rate.  

Amortized cost is calculated taking into consideration any negative goodwill or goodwill on acquisition and rates 
or costs that are integral part of the effective interest method. The amortization at the effective interest method 
is included as financial expense in the statement of income.  

This category generally applies to borrowings and financing granted and contracted, subject to interest.  

Derecognition 

A financial liability is written off when the obligation over the liability is extinct, i.e., when the obligation set forth 
in the agreement is settled, cancelled or expires. When an existing financial liability is replaced for another liability 
of the same lender under substantially different terms, or the terms of an existing liability are substantially 
modified, this swap or modification is addressed as derecognition of the original liability and recognition of a new 
liability. The difference in respective accounting amounts is recognized in the statement of income. 

3.5 Cash and cash equivalents 

Cash equivalents are held for the purpose of meeting short term commitments, rather than for investment or 
other purposes. Cash and cash equivalents includes cash, bank deposits and short-term investments redeemable 
within up to 90 days from the investment date, highly liquid or convertible to a known cash amount and subject 
to immaterial change in value, which are recorded at cost plus income earned through the end of the reporting 
period and do not exceed their fair or realizable values. 

3.6 Payables and provision for doubtful accounts 

Trade receivables are accounted at their nominal amount, less the provision for doubtful accounts, which is 
estimated based on calculating the risk of loss in each aging list group, considering the different risks in accordance 
with the collection’s operation. 

3.7 Inventories 

Carried at the lower of average cost of purchase or production and net realizable value. Details are disclosed in 
note 9. 

The Company considers the following when determining its provision for inventory losses: discontinued products, 
products with slow turnover, expired products or products nearing the expiration date and products that do not 
meet quality standards, recorded as “Cost of products sold”.  

3.8 Carbon Credits – Carbon Neutral Program  

In 2007, the Company assumed with its employees, customers, suppliers and shareholders a commitment to be a 
Carbon Neutral company, which is to neutralize their emissions of Greenhouse Gas - GHG, in its complete 
production chain, from extraction of raw materials to post- consumption. This 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 obligation under 
CPC 25 / IAS 37 - Provisions, Contingent Liabilities and Contingent 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 emissions and measured based on the 
market price for the acquisition of licenses for neutralization. On December 31, 2019, the balance recorded in the 
caption "Other provisions" (see note 22), refers to the total carbon emissions during the period of 2007 to 2019 
that have not yet been offset by corresponding projects and therefore no execution of the certificate of carbon. 
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According to its beliefs and principles, the Company elected to make some purchases of carbon credits by 
investing in projects with environmental benefits arising from the voluntary market. Thus, the costs will generate 
carbon credits after completion or maturation of these projects. 

During these years, these expenses were recorded at fair value as “other current assets” and “other current 
assets” (see note 13).  

Upon effective delivery of the related carbon credit certificates to the Company, the obligation of being Carbon 
Neutral is effectively fulfilled; therefore, the balances of assets are offset against those of liabilities. 

The difference between the carrying amounts of assets and liabilities at December 31, 2019 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 liability. 

3.9 Current and deferred income tax and social contribution 

Except for subsidiaries abroad, which observe the tax rates valid in the respective countries in which they are 
located, in Brazil, they include the corporate income tax (“IRPJ”) and the social contribution 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 tax losses. Deferred tax and contribution assets and liabilities are classified as 
“non-current” as required by CPC 32 (IAS 12) – Income taxes. When the Company’s internal studies indicate that 
the future use of tax credits is not probable, a provision for loss is recorded. 

Deferred tax assets and liabilities are offset if there is a legal feasible right to offset tax liabilities as tax assets, and 
if they are related to taxes registered by the same tax authority under the same taxable entity. Thus, for 
presentation purposes, tax asset and liability balances are disclosed separately. 

Deferred tax assets and liabilities must be measured at current rates expected to be applicable in the period in 
which the asset is realized or the liability is settled, and reflect the uncertainty related to income tax, if any. 

3.10 Property, plant and equipment 

Property, plant and equipment is measured at cost of acquisition or construction, plus interest capitalized during 
construction period, when applicable, for the case of a qualifying assets, and reduced by accumulated 
depreciation and impairment losses, if applicable. The useful lives of the assets are reviewed annually. 

Rights in tangible assets intended for the maintenance of Group’s activities, arising out of finance leases, are 
recorded as if they were a financed acquisition, with a property, plant and equipment and a financing liability 
being recognized at the inception of each transaction, the assets also being subject to depreciation calculated 
over the estimated useful lives of the respective assets or over the contract term, when the financial lease has no 
purchase option. 

Land is not depreciated. Depreciation of the other assets is calculated under the straight-line method to distribute 
their cost over their useful lives, as mentioned in Note 15. 

Gains and losses on disposals are calculated by comparing the proceeds from the sale with the carrying amount 
and are recognized in profit or loss under “Other Operating Income (Expenses), Net”. 

3.11 Intangible assets 
a) Software 

Licenses of software and enterprise management systems acquired are capitalized and amortized according to 
the useful lives described in note 16 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 economic 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 expensed when incurred. 
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b) Trademarks and patents 

Separately acquired trademarks and patents are stated at their historic cost. Trademarks and patents acquired in 
a business combination are recognized 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 16. 

c) 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 16. 

d) Key money with defined useful life 

Goodwill 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 16. 

e) Intangible assets with indefinite useful lives  

Intangible assets with indefinite useful lives held by the Company refer mainly to trademarks and goodwill due to 
expectations of future economic benefits arising from transactions involving business transactions, and tradeable 
key money. 

These assets are not amortized but are tested annually for losses due to impairment either individually or at the 
level of the cash generating unit (or groups of cash generation units). The assessment of indefinite life is reviewed 
annually to determine whether this assessment continues to be supportable. Otherwise, the change in useful life 
from indefinite to finite is made on a prospective basis.  

Gains and losses arising from derecognition of an intangible asset are measured as the difference between the 
net from the sale and the carrying amount of the asset and are recognized in profit or loss upon disposal of the 
asset under “Other Operating Income (Expenses), Net”. 

3.12 Impairment assessment 

The assets’ carrying amount is annually evaluated to identify evidences of impairment, or also significant events 
or changes in circumstances that indicate the carrying value of an asset may not be recoverable. When applicable, 
an impairment loss is recognized if the carrying amount of an asset exceeds its recoverable amount 

For impairment assessment purposes, assets are grouped at the lowest levels for which there are independent 
cash flows (cash-generating units, or CGUs). 

The assets of the Group are initially grouped into operating segments, which follows a logic based on its Corporate 
Governance structure. Within the operating segments, assets are grouped into cash generating units as follows: 

Operating Segment Identification of CGUs 

Natura Brazil • Direct selling  

• Individual stores 
Natura LATAM • Argentina 

• Chile 

• Peru 

• Mexico 

• Colombia 
Natura Others • France 

• USA 
Aesop • Individual stores 
The Body Shop • Individual stores 

The recoverable amount of an asset or cash-generating unit is determined as being the higher of the value in use 
of the asset and the fair value less costs of disposal. In the estimation of the value in use of the asset, the estimated 
future cash flows are discounted to their present value using a pre-tax discount rate that reflects the weighted 
average cost of capital for the company in which it operates the cash-generating unit. The fair value net of costs 
of sale is measured based on the preparation of the discounted cash flow at its present value, using a discount 
rate before taxes that reflects the company’s weighted average cost of capital in which the generating cash unit 
operates, including assumptions for the stores expansion and investments, as well as the respective revenues that 
will be generated as a result of this expansion, considering the assumptions that other market participants would 
use when pricing the assets or liabilities. 
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3.13 Product research and development expenses 

The Company’s accounting practice includes recording its product research and development costs, when 
incurred, as expenses for the period, since due to the high innovation index and product turnover in its sales 
portfolio, it is impracticable to meet all aspects required in IAS 38/CPC 04 – Intangible Assets for capitalizing the 
amounts. 

3.14 Leases 

Up to December 31, 2018, the Company classified lease classification at the inception of the contract. Leases 
where the Company was a lessor and retained substantially all the risks and rewards incidental to ownership were 
classified as operating leases. Lease payments under an operating lease were recognized as an expense on a 
straight-line basis over the lease term. Leases where the Group retains substantially all the risks and rewards 
incidental to ownership were classified as finance leases. These leases were capitalized in balance sheet at the 
commencement of the lease term at the lower amount of the fair value of leased asset and the present value of 
minimum lease payments. Each lease installment was apportioned between liabilities and the finance charges so 
as to permit obtaining a constant effective interest rate on the outstanding liability. The corresponding 
obligations, less the finance charge, were classified in current liabilities and non-current liabilities, according to 
the lease term. Property, plant and equipment items acquired through finance leases were depreciated over their 
useful lives, or over the lease term, when it is shorter and has no purchase option. 

On January 1, 2019, the Company applied CPC 06(R2) / IFRS16, approved by the Securities and Exchange 
Commission of Brazil (“CVM”) in December 2017, which introduced one sole lease model, replacing the concept 
of classifying between operating and finance lease, which was applied by the Company up to December 31, 2018. 
The impact of this new standard is detailed in Note 3.29. 

3.15 Borrowing costs  

Borrowing costs attributable to the acquisition, construction or production 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 period they are incurred. Borrowing costs 
consist of interest and other costs incurred by an entity related to a loan. 

3.16 Trade payables and forfeit operations 

These are initially recognized at their nominal amounts, plus interest, inflation adjustments and exchange rate 
differences through the end of the reporting period, when applicable. 

3.17 Provisions for risks 

Provisions are recognized when the Company has a legal or constructive obligation as a result of past events, and 
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, 
and its value can be measured with sufficient reliability. 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 related risks. 

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 counsel.  

Contingent assets are not recognized by the Company and are only disclosed, in case of probable receipt of 
economic benefits. If it is practically certain 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 estimate. 

3.18 Borrowings, financing and debentures 

Initially recognized at fair value of proceeds received less transaction costs in applicable cases, plus charges, 
interest, inflation adjustments and exchange rate differences as provided for in agreements, incurred through the 
end of the reporting period, as shown in note 18. 

3.19 Employee benefits 

3.19.1 Short-term benefits 

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

3.19.2 Profit sharing 

The Company recognizes a liability and an expense for profit sharing based on criteria that it considers the profit 
attributable to its shareholders after certain adjustments and which is tied to the achievement of specific 
operational goals and objectives established and approved in the beginning of each fiscal year. 

3.19.3 Long-term incentive program 

The Company made available until June 2019 to eligible executives of its subsidiary Emeis Holdings Pty Ltd. a long-
term incentive program, based on criteria linked to specific operational goals and objectives established at the 
beginning of the relationship between the parties, being such obligation recorded as a liability and remeasured 
with effect on profit or loss. 

3.19.3 Defined post-employment healthcare benefit  

The actuarial liability for the healthcare plan of the Company and its subsidiaries refers to a post-employment 
benefit plan to current and former employees who made fixed contributions for funding the healthcare plan up 
to April 30, 2010, when the healthcare plan design was changed and fixed contributions were eliminated. Those 
who contributed to the plan for ten years or more are ensured the right to remain as a beneficiary for an indefinite 
term (lifetime), and those who contributed for a period of less than ten years are ensured the right to remain as 
a beneficiary at the rate of one year for each year in which fixed contributions were made. This group of current 
employees, in the event of termination of employment relationship, may opt to remain in the plan in accordance 
with applicable legislation, thereby assuming the payment of the monthly plan fee charged by the healthcare plan 
operators. However, this monthly plan fee does not necessarily represent the total cost of the user, which is borne 
by the Company through payment of the excess cost, as an additional benefit.  

The costs associated with this benefit are recognized under the accrual method of accounting as a defined-benefit 
post-employment benefit plan using the projected unit credit method.  

The current service cost and accrued interest on the present value of the liability are recognized in the Income 
Statement and the actuarial gains and losses generated by the remeasurement of the liability due to changes in 
actuarial assumptions are recognized as Other Comprehensive Income. In case of changes or reductions in the 
plan, the effects of the cost of past services are recognized in the Income Statement on the date of occurrence. 

3.20 Share-based payment 

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

➢ Stock option plan; 

➢ Restricted stock plan; and 

➢ 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 27.1. 

The cost of transactions settled with equity instruments is recognized, together 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 employee 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 vesting period has transpired and the Company’ best estimate of 
the number of equity instruments to be acquired. The expense or credit in the statement of income of the period 
is recorded under the heading "Administrative expenses". 

For the stock option plan and the strategy-acceleration program, despite the expiration of the term for exercise, 
the recognized expense is not reversed 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 instrument 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 obligation. All cancellations 
of transactions settled with equity securities are treated in the same way. 
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The dilution effect of options granted is reflected as additional share dilution in the calculation of diluted earnings 
per share (Note 30.2). 

3.21 Dividends and interest on capital  

The proposed distribution of dividends and interest on capital made by Management included in the portion 
equivalent to the mandatory minimum dividends is recognized in line item “Other payables” in current liabilities, 
as it is considered as a legal obligation provided for by the Company’s bylaws; however, the portion of dividends 
exceeding minimum dividends declared by management after the reporting period but before the authorization 
date for issuance of these financial statements is recognized in line item “Proposed additional dividends.” 

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

3.22 Treasury shares 

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

3.23 Government grants and assistance – Exploration profit 

Government subsidies and assistance for investments are recognized when there is reasonable assurance that the 
entity complied with the conditions established by the government agency granting the subsidy. They are 
recognized as income or expense deduction in profit or loss for the fruition period of the benefit and, 
subsequently, are allocated to tax incentive reserve under equity.  

The subsidiary Indústria e Comércio de Cosméticos Natura Ltda. has projects located in areas under operation of 
the Amazonia Development Superintendence (“SUDAM”), whose activity is classified as priority economic activity, 
entitling to the tax benefit of reducing 75% of taxable income, calculated based on the profit from exploration of 
the respective region. 

Natura has projects located in the states of Bahia and Minas Gerais. These Federative Units have internal 
legislation including decrees that authorize the granting of tax incentives, under the presumptive credit modality, 
to companies that invest in them. Natura has complied with the requirements and, through a Special regime, 
obtained authority to apply said tax incentives. 

3.24 Segment reporting 

Information per operating segment is consistent with the internal report provided to the chief operating decision 
maker on operational matters.  

The main decision-making body of the Company, which is responsible for defining the allocation of resources to 
the operating segments is the Board of Directors of the Company, which is advised by the Group’s Operations 
Committee (“GOC”), the Audit, Risk Management and Finances Committee, the People and Corporate 
Development Committee, the Strategic Committee and the Corporate Governance Committee (“Committees”). 

The GOC , which includes the CEOs of Natura, The Body Shop  and Aesop, in addition to representatives of key 
business areas (Finance, Human Resources, Business Strategy and Development, Legal, Innovation and 
Sustainability, Operations and Corporate Governance), is responsible, among other things, for monitoring the 
implementation of short- and long-term strategies and making recommendations to the Board of Directors 
regarding the management of the Group, from the viewpoint of results, allocation of resources among business 
units, cash flow and talent management. 

3.25 Revenue from contracts with customers 

On January 1, 2018, the Company adopted CPC 47 / IFRS 15, approved by the Securities Commission of Brazil 
(“CVM”) in December 2016, using the cumulative effect method (without practical expedients), which establishes 
a model of five steps applicable to revenue from a contract with a customer, irrespective of the type of revenue 
transaction or industry. As a result of the implementation of CPC 47 / IFRS 15, the Company reviewed its 
accounting practices related to the identification of performance obligations, such as recognition for performance 
related to Natura Consultants, events and conventions aimed at encouraging and congratulating the best Natura 
Consultants, and other obligations, as shown below: 
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Performance obligation 
Nature, fixation of transaction price and the moment when 

performance obligation is fulfilled 

a) Direct sales Revenue from sales is generated by sales to Natura Consultants (our 
customers) based on the fair value of consideration 
received/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 Natura Consultant obtains control over this product. 
Revenue from sales is generated and accrued initially in the sales 
subsidiary ledger of the Company 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 effectively occurs, 
the Company registers a provision to eliminate the amount of revenue 
related to products dispatched and not received by Natura Consultants 
on each reporting date. 

b) Direct sales – Additional 
charges and penalties for late 
payments 

The Company charges its customers (Natura Consultants) additional 
charges and penalties for late payments in the settlement of sales 
receivable. Due to the level of uncertainty in receiving these amounts 
(variable consideration), the Company recognizes revenue from 
additional charges and penalties for late payments only upon receipt of 
amounts. 

c) Retail sales At Emeis Holding Pty Ltd, Natura Comercial Ltda., Natura Europa SAS – 
France, Natura International Inc. and The Body Shop International 
Limited, which operate in the retail market, sales revenue is measured 
based on the fair value of consideration received/receivable, excluding 
discounts, rebates and taxes or charges on sales. This sales revenue is 
recognized when the performance obligation is fulfilled, i.e., when the 
promised product is physically transferred, and the consumer obtains 
control over this product. 

d) Loyalty program (Points 
campaign) 

The Company offers points campaign (loyalty program), in which 
customers accumulate points while buying the Company's products to 
be exchanged (redeemed) for products in the future. Measurement 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 
Consultants or when it is no longer probable that the points will be 
redeemed. 

e) Program for recognition of 
Natura Consultants’ performance 

The Company has performance recognition programs, in which it 
awards Natura Consultants based on achievement of targets and 
objectives. The Company believes that this performance recognition 
program has a high value and hence is considered a performance 
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 
recognized when awards are delivered to Natura Consultants. 

f) Events The Company organizes events to encourage and recognize the best 
Natura Consultants. The Company believes that these events are of 
high value for Natura Consultants and create expectations among them 
to participate in them. Thus, the Company believes that these events 
are characterized as performance obligations. 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. 
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g) Franchises (Courses, training 
and consulting / Outfit and 
inauguration) 

Upon execution of the agreement, the Company charges from 
franchisees a fixed amount, part of which is allocated to courses, 
training and consulting to prepare the franchisees to sell products 
under Natura brand.  The other part refers to outfit (specific products 
to be used at the franchisee store) and inauguration (opening event of 
franchisee’s store). The Company believes that these items represent a 
material right and, for such, they were considered performance 
obligations. 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 profit 
or loss for the year.  

h) Franchisees (Advertisement 
program) 

Upon the execution of the agreement, the Company charges from 
franchisees a fixed amount, a part of which is for the advertisement 
fund (monthly delivery of showcases). The Company believes that this 
item represents a material right and, for such, it was considered a 
performance obligation. Measurement is based on the market value of 
this item, which is initially recognized as deferred revenue. This 
revenue is deferred and allocated to profit or loss for the year upon the 
delivery of showcases to the franchisees. 

i) Franchises (Brand use right) Upon the execution of the agreement, the Company charges from 
franchisees a fixed amount, part of which is for the use of the “Natura” 
brand. The Company believes that this item represents a material right 
and, for such, it was considered a performance obligation. 
Measurement is based on residual value, i.e., the remaining value after 
excluding the market value of courses, training and consulting services, 
outfit and inauguration, and the Advertisement Fund. This amount is 
initially recognized as deferred revenue. This deferred revenue is 
allocated to profit or loss, on a straight-line basis, over the term of the 
franchise agreement. 

j) Incentives related to “free-of-
charge” products and 
promotional gifts 

The Company grants incentives related to “free-of-charge” products 
and promotional gifts for its customers (Natura Consultants and/or end 
consumers). Since it is considered a material right, the Company 
recognizes this item as a performance obligation. Considering that the 
delivery of products and the realization of performance obligation of 
delivering “free-of-charge” products or promotional gifts occur at the 
same time, the Company 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 over this product.  

3.26 Financial income and expenses 

The Company’s financial income and expenses comprise:  

➢ Interest revenue and expenses; 

➢ Dividends revenue; 

➢ Dividends of preferred shares issued classified as financial liability; 

➢ Net gains/losses from financial assets measured at fair value through profit or loss; 

➢ Net gains/losses from exchange variation on financial assets and liabilities; 

➢ Net gains/losses from hedge instruments recognized in profit or loss; and 

➢ Reclassifications of net gains previously recognized in other comprehensive income. 

Interest income and expenses are recognized as profit or loss through the effective tax rate method. 

Revenue from dividends is recognized in profit or loss on the date the Company’s right to receive the payment is 
established. 

The Company classifies interest received and dividends and interest on capital received as cash flows from 
investing activities. 
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3.27 Statement of value added  

The purpose of this statement is to disclose the wealth created by the Company and its distribution during a 
certain reporting period, and is presented by the Company, as required by the Brazilian Corporate Law, as an 
integral part of its individual financial statements, and as supplemental information of the consolidated financial 
statements, since this statement is not required by IFRS. 

The statement of value added was prepared using information obtained in the same accounting records used to 
prepare the financial statements and pursuant to the provisions of CPC 09 - Statement of Value Added. The first 
part of this statement includes the wealth created by the Company, represented by revenue (gross sales revenue, 
including taxes levied thereon, other income, and the effects of the allowance for doubtful accounts), inputs 
acquired from third parties (cost of sales and purchase of materials, electricity, 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 value added received from third parties (equity in subsidiaries, financial income, and other 
income). The second part of the statement of value added presents the distribution of wealth among personnel, 
taxes, fees and contributions, lenders and lessors, and shareholders. 

3.28 New standards and interpretations and amendments to standards not yet adopted 

The standards, amendments and interpretations issued, but not yet adopted, up to the date of issuance of the 
Company’s financial statements are presented below. The Company intends to adopt these standards, if 
applicable, when they become effective.  

➢ CPC 15 (R1) / IFRS 3 – Business Combinations – whenever applicable, the Company adopts this accounting 
standard, but the alterations in this standard, since they are not effective for the year ended, were not 
adopted; 

➢ CPC23/IAS 8 – Accounting policies, changes in accounting estimates and errors and CPC26/IAS 1 – 
Presentation of financial statements – the Company adopts these accounting standards for the fiscal year 
ended December 31, 2019, but the alterations in these standards, since they are not effective for the year 
ended, were not adopted; and 

➢ Alterations in references to the conceptual structure in IFRS – the Company adopts the CPC / IFRS conceptual 
standard. However, since these alterations are not effective yet, they were not adopted. 

3.29 New standards, amendments and interpretations of standards adopted for the first time for the period starting 
on January 1, 2019 

CPC 06(R2) / IFRS 16 – Lease Operations 

On January 1, 2019, the Company adopted CPC 06(R2) / IFRS 16, approved by the Securities and Exchange 
Commission of Brazil (“CVM”) in December 2017, which introduces a single lease model, replacing the concept of 
classifying leases as operating and financial leases. The main purpose is to define if there is lease in agreements 
or if the agreement is for the provision of service. After defining this, if an agreement contains a lease, it must be 
booked under assets, to be depreciated in liability and recording financial charges. 

The lease is present in an agreement if it includes both the following conditions:  

➢ An identifiable asset explicitly or implicitly specified. In this case, the supplier does not have the practice of 
replacing the asset, or such replacement would not bring any economic benefit to the supplier. 

➢ The right to control the use of the asset over the duration of the agreement. In this case, the Company must 
have the authority to take decisions on the use of the asset and the capacity to obtain substantially all 
economic benefits for the use of the asset. 

CPC 06(R2) / IFRS 16 includes two practical expedients from recognition for tenants that were applied by the 
Company and its subsidiaries upon the fist-time adoption at January 1, 2019: leases of low-value assets and short-
term leases, i.e., lease terms of 12 months or less. 

The Company and its subsidiaries opted for the simplified modified retrospective transition approach, without the 
restatement of comparison periods, adopting the following criteria for first-time recognition and measurement of 
assets and liabilities: 

➢ Recognition of lease liabilities on the first-time adoption date for leases previously classified as operating 
leases. Lease liabilities were measured at present value of the remaining lease payments, discounted based 
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on the incremental interest rates on loans, grouped by nature of the asset, region and contractual period; 
and 

➢ Recognition of right-of-use assets on the first-time adoption date for leases previously classified as operating 
leases. The right-of-use asset is measured at the equivalent amount of the lease liability, adjusted by the 
value of any early or accrued lease payments related to the lease that has been recognized in the balance 
sheet immediately before the first-time adoption date. 

The following charts show the impacts of first-time adoption of CPC 06 (R2) / IFRS 16 on the financial statements 
as of January 1, 2019. 

Right-of-use assets on January 1, 2019 

  Consolidated  

Right of use the asset (classified as operating leasing as of December 31, 2018) 1,902,545 
PIS and COFINS on lease agreements 47,194 

(=) Total initial adoption 1,949,739 

(+) Fair value adjustment of lease agreements identified in the business combination carried out 
in the acquisition of The Body Shop, as noted 22 g)  (25,843) 
(=) Total initial adoption of the right-of-use asset (Note 17) 1,923,896 
Transfer of fixed assets recognized through financial leasing 481,235 
Intangible asset transfer (fair value recognized in business combination + key money) 150,374 

(=) Total transfer 631,609 

Any initial direct costs incurred by the lessee, and lease payments made less any lease incentives 
received (55,831) 

Right-of-use assets on January 1, 2019 2,555,505 

Lease liabilities on January 1, 2019 

  Consolidated 

Present value of leases agreements classified as operational as of December 31, 2018 1,965,655 
PIS and COFINS on lease agreements 47,194 
Recognition practical expedients:  
(-) Short-term lease and low-value assets (63,110) 

(=) Total initial adoption 1,949,739 

(+) Lease classified and recognized as finance lease as of December 31, 2018. 411,373 

Lease liabilities on January 1, 2019 2,361,112 

The Company evaluated whether there were indicators of impairment in its right-of-use assets at the transition 
date and there were no indicators of impairment.   

All movements during the year ended 2019 related to CPC 06(R2) / IFRS 16 is presented in the note 17. 

The following interpretation of standard was also adopted for the first-time starting January 1, 2019; however, it 
did not have significant effects on Company’s financial statements: 

➢ ICPC 22 / IFRIC 23 - Uncertainty over Income Tax Treatments: This interpretation clarifies how to apply the 
recognition and measurement requirements in CPC 32 - Tributos sobre o Lucro (IAS 12 – Income Taxes) (CPC 
32 / IAS 12), when there is uncertainty over income tax treatment. In such a circumstance, an entity shall 
recognize and measure its current or deferred tax assets or liabilities, applying the requirements of CPC 32 
/ IAS 12 based on taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates, 
determined applying this interpretation.  

4. CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS  

The preparation of the individual and consolidated financial statements requires 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 significant judgments made by the Company are related to the recognition of revenue and leasing. 

The areas that require a higher level of judgment and have greater complexity, as well as the areas in which 
assumptions and estimates are significant for the financial statements, are disclosed below. 
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4.1 Income tax, social contribution and other taxes 

The Company recognizes deferred assets and liabilities based on the differences between the book value 
presented in the financial statements and the tax base of assets and liabilities, using the rates in force. The 
Company regularly reviews deferred tax assets in terms of the possibility of recovery, considering the historical 
profit generated and the projected future taxable profit, according to a technical feasibility study, reflecting the 
uncertainties related to its calculation, if any. 

4.2 Provision for tax, civil, and labor risks 

The Company is a party to several legal and administrative proceedings as described in note 22. Provisions are 
recorded for tax, civil and labor risks related to lawsuits that represent probable and estimated losses 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 counsel. 

4.3 Post-employment healthcare plan 

The current amount of the post-employment healthcare plan is contingent to a series of factors determined based 
on actuarial calculations, 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 22). 

4.4 Stock option plan, restricted share plan and strategy acceleration program 

The stock option plan, restricted share plan and strategy acceleration program are measured at fair value at the 
grant date and the expense is recognized in profit or loss during the vesting period against “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 27.1. 

4.5 Impairment loss  

An impairment loss exists when the carrying amount of an asset or cash-generating unit exceeds 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 additional 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 five to ten 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.  

Details on this subject are presented in Note 16. 

4.6 Trade receivables and provision for expected credit losses 

The provision for expected losses on accounts receivable from customers is estimated based on the weighting of 
the risk of loss for each group in the "aging list", considering the different risks according to the collection 
operation. The characteristics of the Company's accounts receivable are: 

➢ Insignificant financial component; 

➢ Receivables portfolio without complexity; and 

➢ Low credit risk. 

The Company adopted the simplified approach to expected credit loss, which consists of recognizing the expected 
credit loss over the total useful life of the asset. The methodology for determining the provision for losses on 
accounts receivable from customers, adopted by the Company until December 31, 2017, was the “aging list” 
model, in which the provision was calculated based on the historical loss. A range estimate was used using the 
weighted average of losses for the last 6 months. The calculation also considered a segregation of Natura 
Consultants by length of relationship, and a division between renegotiated and non-renegotiated securities. In 
addition, the Company concluded that the macroeconomic indices have no significant impact on its provision 
estimates. To corroborate this understanding, the Company prepared some correlation analyzes between the 
indices that could potentially have some influence in the sector and its history of losses with customers, such as 
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Gross Domestic Product - GDP, Unemployment Index, Broad National Consumer Price Index - IPCA and referential 
rate of the Special Settlement and Custody System - SELIC. 

After analyzing the Company's management, it was concluded that the methodology already practiced by the 
Company is in line with the expected losses model and, therefore, the initial adoption of CPC 48 / IFRS 9 as of 
January 1, 2018 did not present any relevant impacts in measuring the provision for expected credit losses with 
accounts receivable from customers. 

4.7 Provision for inventory losses  

The provision for inventory losses is estimated using methodology for including discontinued products, products 
with slow turnover, products expired or nearing expiration and products that do not meet quality standards. The 
results of provisions are stated in Note 9. 

5. FINANCIAL RISK MANAGEMENT 

5.1 General considerations and policies  

Risks and financial instruments are managed through the definition of policies and strategies and implementation 
of control systems, defined by the Company’s Treasury Committee and approved by the Board of Directors. The 
compliance of the position in financial instruments, 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 Committee, the Executive Committee and the Board of Directors. 

Risk management of Natura operations (Brazil, Latam, Netherlands, USA and France) is performed by the 
Company’s general treasury function, which is also responsible for approving the short-term investments and loan 
transactions. Risk management of the subsidiaries Aesop and The Body Shop is conducted by the local treasury 
departments, subject to monitoring and approval by the Company’s Central Treasury.  

Below are presented the carrying amounts and fair values of the Company’s financial instruments as of December 
31, 2019 and December 31, 2018: 

Company 
   Carrying amount Fair value 

Note Classification by category 
Fair value 
hierarchy 

2019 2018 2019 2018 

Financial assets        

Cash and cash equivalent        

Cash and banks 6 
Fair value through  
profit or loss Level 2 2,173,100                 -    2,173,100                 -    

Certificate of bank deposits  Amortized cost Level 2 207,699                 -    207,699                 -    

    2,380,799 - 2,380,799 - 

Short-term investments        

Exclusive investment funds  7 
Fair value through  
profit or loss Level 2 669,769 - 669,769 - 

Financial liabilities        

Issue of debts in domestic currency  18 Amortized cost Level 2 (2,883,382) - (2,883,382) - 

 

Consolidated 

   Carrying amount Fair value 

Note Classification by category 
Fair value 
hierarchy 

2019 2018 2019 2018 

Financial assets        
Cash and cash equivalent        

Cash and banks 6 
Fair value through  
profit or loss Level 2 3,110,220 823,656 3,110,220 823,656 

Certificate of bank deposits  Amortized cost Level 2 211,261 1,274 211,261 1,274 

Certificate of bank deposits  
Fair value through  
profit or loss Level 2 - 46,067 - 46,067 

Repurchase operations  

Fair value through  
profit or loss Level 2 1,192,101      344,051  1,192,101 344,051 

    4,513,582   1,215,048  4,513,582     1,125,048  
Short term investments        

Government bonds 7 
Fair value through  
profit or loss Level 2 221,900 402,895 221,900 402,895 

Financial letter  

Fair value through  
profit or loss Level 2 374,690 574,310 374,690 574,310 
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Loan investment fund  

Fair value through  
profit or loss Level 2 407,928 210,971 407,928 210,971 

Dynamo Beauty Ventures Ltd fund  

Fair value through  
profit or loss Level 2 7,402                  -    7,402                    -    

Certificate of Bank deposits  

Fair value through  
profit or loss Level 2 21,327 27,201 21,327 27,201 

    1,033,247 1,215,377 1,033,247 1,215,377 
                

Trade receivables 8 Amortized cost Level 2 1,685,764 1,691,581 1,685,764 1,691,581 
                
“Financial” and “operating” 
derivatives "  

Fair value – Hedge 
instrument Level 2 737,378 578,289 737,378 578,289 

“Financial” and “operating” 
derivatives "  

Fair value through  
profit or loss Level 2 

                       
-    6,019 -  6,019 

    737,378 584,308 737,378 584,308 
Financial liabilities         
Issue of debts in domestic currency 18 Amortized cost Level 2 (7,266,853) (4,771,511) (7,300,082) (4,962,723) 
BNDES/Finep loans  Amortized cost Level 2 (145,590) (209,737) (145,590) (209,737) 
Issue of debts in foreign currency  Amortized cost Level 2 (3,373,930) (3,012,897) (3,541,541) (3,294,875) 

    (10,786,373) (7,994,145) (10,987,213) (8,467,335) 
                

Lease liabilities 
 Amortized cost Level 2 

                       
-    (446,235) 

                       
-    (446,235) 

                
“Financial” and “operating” 
derivatives  

Fair value – Hedge 
instrument Level 2 (10,158) (69,189) (10,158) (69,189) 

“Financial” and “operating” 
derivatives 

 Fair value through  
profit or loss Level 2 

(1,648)   (1,648)   

    (11,806) (69,189) (11,806) (69,189)         
        

Trade payables, forfeit operations 
and related parties 19 Amortized cost Level 2 (1,829,756) (1,736,791) (1,829,756) (1,736,791) 

5.2 Financial risk factors 

The activities of the Group expose it to several financial risks: market risk (including 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 protect 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. 

One of the subjects currently in discussion in the international market, which could affect the operations of The 
Body Shop International Limited, is the withdrawal of the United Kingdom from the European Union, better known 
as Brexit. Despite many uncertainties on the outcome of the negotiations, the Management has been monitoring 
its impacts, as well as studying and taking measures to mitigate the negative effects that may arise from it. One 
of these measures was the installation of a new distribution center in Continental Europe, which aims to mitigate 
Brexit risks and help The Body Shop in implementing logistic improvements in order to reduce average days of 
store supply, in line with more comprehensive business transformation goals. 

To hedge the current balance sheet positions of the Company and the subsidiaries against market risks, the 
following derivative instruments are used and consist of the balances in the following table, as of December 31, 
2019 and December 31, 2018: 

Description 
Fair value (Level 2) 

Consolidated 
2019 2018 

Financial derivatives 727,068 512,365 
Operational derivatives (1,496)     2,754 

Total 725,572 515,119 
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The characteristics of these instruments and the risks which they are linked are described below. 

b) Foreign exchange risk 

The Company and the subsidiaries are exposed to the foreign exchange risk arising from financial instruments 
denominated in currencies different from their functional currencies. To reduce this exposure, Natura Cosméticos 
implemented policies to hedge against the foreign exchange risk that establish exposure limits linked to this risk. 

The treasury area’s procedures defined based on the current policy include monthly projection and assessment 
of the Company and the subsidiaries foreign exchange exposure, on which management’s decision-making is 
based. 

The Company’s exchange rate hedging policy considers the values of foreign currency receivables and payables 
balances of commitments already made and recorded in the financial information from the operations, as well as 
future cash flows, with an average of six months, still not recorded in the balance sheet. 

The Body Shop has a specific foreign exchange hedging policy that covers foreign currency loans among the group 
companies, as well as future purchase and sale operations of goods, for a maximum period of 12 months. 

As of December 31, 2019, and December 31, 2018, the Company and the subsidiaries are primarily exposed to the 
risk of fluctuation of the US dollar, euro and pound sterling. In order to hedge foreign exchange exposures in 
relation to foreign currency, the Company and the subsidiaries enter into transactions with derivative financial 
instruments such as "swap" and forward purchase of currency denominated ("Non-Deliverable Forwards - NDF"). 
Pursuant to the Foreign Exchange Protection Policy, the operating derivatives contracted by the Company must 
limit the loss related to the exchange devaluation in relation to the net income projected for the current year, 
given a certain estimate of exchange rate devaluation against the US dollar in cash flow projections exposed to 
this currency. This limitation defines the ceiling or maximum exchange exposure permitted to the Group in 
relation to the US dollar and Euro. 

As of December 31, 2019, borrowings, financing and debentures, individual and consolidated balance sheets 
include accounts denominated in foreign currency which expose the Company to foreign exchange risks, in the 
aggregate, represent net liabilities of R$ 3,381,960 (R$3,012,897 as of December 31, 2018). 

i) Derivatives to hedge foreign Exchange rate risk 

The Company classifies derivatives into “financial” and “operational”. “Financial” derivatives include swaps or 
forwards contracted to hedge against the foreign exchange risk associated with foreign-currency-denominated 
borrowings, financing and intercompany loans, “operational” derivatives include derivatives contracted to hedge 
against the foreign exchange risk on the business’s operating cash flows.  

Outstanding swap contracts, with maturities between January 2020 and February 2023 were entered into the 
counterparties represented by Bank of America (0.2%), HSBC (26.2%), Citibank (21.2%), Bradesco (26.2%) and Itaú 
BBA (26.2%). Currency forward contracts against the pound sterling mature within 12 months and were executed 
with counterparties represented by HSBC and Santander. Swap agreements in Mexican pesos and Chilean pesos 
have maturities of up to 6 months and were executed with the other party represented by HSBC. On December 
31, 2019, the balances of financial derivatives were: 

Financial derivatives 

Consolidated 
Principal (notional) 

amount 
Accrual value Fair value 

Gain (loss) from fair 
value adjustment 

Description 2019 2018 2019 2018 2019 2018 2019 2018 

              

Swap contracts (a):         
Asset position:         
Long position - U.S. dollar 2,664,001 2,381,918 3,416,707 3,038,908 3,729,691 3,295,032 312,984 256,124 

          
Liability position:          
CDI floating rate:         
Short position in CDI 2,664,001 2,381,918 2,754,595 2,478,623 3,002,623 2,779,720 248,028 301,097 

          
Swap contracts (a):         

Asset position:         

Long position - U.S. dollar - 58,606 - 56,633 - 57,346 - 713 
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Liability position:          

CDI floating rate:         

Short position in CDI - 58,606 - 59,525 - 60,293 - 768 

Total net derivative financial 

instruments - - 662,112 557,393 727,068 512,365 64,956 (45,028) 

         
(a) Financial swap operations consist of exchanging the exchange variation for a correction related to: a percentage of the variation of the 

Interbank Deposit Certificate - post-fixed CDI - in the case of Brazil.  

The notional amount represents the amounts of the contracted derivatives. Fair value refers to the value of 
outstanding contracted derivatives recognized in balance sheets. 

For derivatives maintained by the Company and the subsidiaries as of December 31, 2019 and December 31, 2018, 
due to the fact contracts are directly entered into with the financial institutions and not through B3, there are no 
margin calls deposited as guarantee of the related transactions. 

Operational derivative - Consolidated 

On December 31, 2019, the Company holds forward derivative instruments with HSBC and Santander in order to 
hedge against exchange rate risk on import and export operations of the subsidiary The Body Shop in foreign 
currencies against the pound sterling and U.S. dollar. 

These derivatives are measured at fair value, with gains and losses recognized in the group of costs of products 
sold and are broken down as follows: 

Description 
Principal (notional) amount Fair value 

2019 2018 2019 2018 

Net position - GBP and USD 200,896 - (2,008) - 

Forward contracts 1,302,869 1,773,810 512 2,754 

Total derivative instruments, net 1,503,765 1,773,810 (1,496) 2,754 

Sensitivity analysis 

For the sensitivity analysis of the risk of foreign exchange rate exposure, the Company's Management understands 
it is necessary to consider in addition to the assets and liabilities, with exposure to the fluctuation of exchange 
rates recorded in the balance sheet, the value of the fair value of the financial instruments contracted by the 
Company for the protection of certain exposures as of December 31, 2019 and 2018, as shown in the following 
table:  

 Consolidated 
 2019 2018 

Loans and financing registered in Brazil in foreign currency (*) (3,381,959) (3,039,064) 
Receivables registered in Brazil in foreign currency 10,007  10,058  
Accounts payable registered in Brazil in foreign currencies (10,543) (11,006) 
Value of the financial derivatives 3,729,691  3,295,032  

Net asset exposure 347,196 255,020 

(*) Excluding transaction costs. 

This analysis considers only financial assets and liabilities registered in Brazil in foreign currency, since exposure 
to exchange variation in other countries is close to zero due to the strength of currencies and the effectiveness of 
their derivatives and considers that all other variables, especially interest rates, remain constant and ignore any 
impact from forecasted purchases and sales. 

The tables below show the loss that would have been recognized in the subsequent period, assuming that the 
current net foreign exchange exposure remains static, based on the following scenarios: 

 Consolidated 

Description Risk Probable scenario Scenario II Scenario III 

Net exposure Dollar decrease  158 (115,521) (346,880) 

The probable scenario considers future US dollar rates for 90 days. According to quotations obtained at B3 on the 
expected maturity dates of financial instruments with foreign exchange exposure, it is R $ 4.03 / US $ 1.00. 
Scenarios II and III consider a drop in the US dollar of 25% (R $ 3.02 / US $ 1.00) and 50% (R $ 2.02 / US $ 1.00), 
respectively. Probable scenarios II and III are being presented in compliance with CVM Instruction 475/08. 
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Management uses the probable scenario in the assessment of possible changes in the exchange rate and presents 
the referred scenario in compliance with IFRS 7 / CPC 40 - Financial Instruments: Disclosures. 

The Group does not use derivative financial instruments for speculative purposes. 

Derivative instruments designated for hedge accounting 

The Company performed formal designation of its operations subject to hedge accounting for derivative financial 
instruments for hedging loans denominated in foreign currency of Natura Cosméticos S.A. and Natura 
Distribuidora de México, S.A. de C.V., and operating cash flows resulting from the purchase and sale denominated 
in foreign currency of The Body Shop, documenting: 

➢ The hedge relationship;  

➢ The Company’s objective and risk management strategy in taking out the hedge transaction; 

➢ Identification of the financial instrument; 

➢ The hedged item or hedge transaction; 

➢ The nature of the risk to be hedged; 

➢ Description of the hedge relationship; 

➢ The statement of correlation between hedge and hedged item, where applicable; and  

➢  The prospective statement of hedge effectiveness. 

The positions of derivative financial instruments designated as outstanding cash flow hedge on December 31, 
2019 as set out below: 

Cash flow hedge instrument – Consolidated 

    
Others comprehensive 

income 

  

Hedged 

item 

Notional 

currency 

Notional 

value 

Accrual 

value 

Fair 

value (a) 

Accumulated  

contract gain 

(loss)  

Gain in the 9-

month 

period 

Currency Swap – US$/R$ Currency BRL 2,664,001   662,112   727,068   64,956   109,523  

Forward contract Currency GBP 1,038,538   625   152   (473)  (2,245) 

Currency Swap - MXN/R$ Currency MXN  -     -     -     -     59  

(a) The method used by the Company to determine fair value consists in calculating the future value based on the contracted 
conditions and determines present value based on market accrual extracted from B 3. 

The changes in cash flow hedge reserve booked under other comprehensive income are shown below: 

 Consolidated 

Cash flow hedge balance as of December 31, 2018 (27,840) 

Change in the fair value of hedge instrument recognized in other comprehensive income 107,337 

Tax effects on fair value of hedge instrument (36,768) 

Cash flow hedge balance as of December 31, 2019 42,729 

The Company designates as cash flow hedge derivative financial instruments used to offset variations from 
exposure to exchange rate, in the market value of contracted debts not in the functional currency. 

On December 31, 2019, the consolidated position of instruments designated as cash flow hedge totaled R$ 
3,702,539 (three billion, seven hundred and two million, five hundred and thirty nine thousand reais), of notional 
amount which R $ 2,664,001 is hedged against Reais and £ 194,957 (R $ 1,038,538) is hedged against Pounds 
Sterling, as shown in the Cash Flow Hedge Instrument - Consolidated. 

c) Interest rate risk  

The interest rate risk arises from financial investments and short and long-term loans and financing. Financial 
instruments issued at variable rates expose the Company and its subsidiaries to the risk of cash flows associated with 
the interest rate. Financial instruments issued at the prefixed 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 the interest rate arises from investments and short- and long-term 
loans and financing issued at floating rates. The Company’s Management adopts the policy of maintaining its rates 
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of exposure to asset and liability interest rates pegged to floating rates, Short-term investments are adjusted by the 
Interbank Deposit Rate (CDI) whereas borrowings and financing are adjusted based on the Long-term Interest Rate 
(TJLP), CDI and fixed rates, according to the contracts made with the related financial institutions, and trading 
securities with investors in this market. 

Sensitivity analysis  

On December 31, 2019, there are loans and financing denominated in foreign currency and issued at fixed rates 
under contract "swap ", changing the interest over the liability to CDI fluctuation. The Company is, therefore, 
exposed to CDI fluctuation. The following table presents the exposure to interest rate risks of transactions pegged 
to CDI, including derivative transactions (loans and financing were considered at their full amounts, since 97% of 
them are linked to CDI rate): 

 Company Consolidated 

Total borrowings and financing - in local currency (note 18) (2,883,382) (7,404,414) 

Operations in foreign currency with derivatives pegged to CDI (a) - (3,381,959) 

Short-term investments (notes 5 and 6) 877,469 2,429,207 

Net exposure (2,005,913) (8,357,166) 

a) This refers to transactions involving CDI-backed derivatives to hedge the loans and financing arrangements raised in foreign 
currency in Brazil. 

The sensitivity analysis considers the exposure of borrowings and financing, net of short-term investments, 
pegged to the CDI rate (notes 6 and 7). 

The tables below set out projected incremental loss that will be recognized in income statement for the following 
year, assuming that the current net liability exposure will remain unaltered and the following scenarios: 

Company 

Description 
Risk 

Probable 

scenario 
Scenario II Scenario III 

Net liability Rate increase 1,003 (20,811) (42,626) 

     

Consolidated 

Description 
Risk 

Probable 

scenario 
Scenario II Scenario III 

Net liability Rate increase  4,179 (86,706) (177,590) 

The probable scenario considers future interest rates obtained at B3 for the maturity dates of the financial 
instruments exposed to interest rate risks. Scenarios II and III consider an increase in the interest rate of 25% (5.4% 
per year) and 50% (6.5% per year), respectively, over the CDI rate of 4.35% per year (probably scenario). 

d) Credit risk 

Credit risk refers to risk of a counterparty not complying with its contract obligations, which would result in 
financial losses for the Company. The Group’s sales are made to a high number of Natura’s Consultants and this 
risk is managed through a credit granting process. The result of this management is reflected in the ‘Provision for 
doubtful accounts’ under “Trade receivables”, as explained in note 8. 

The Company is also subject to credit risks related to financial instruments contracted for the management of its 
business, primarily represented by cash and cash equivalents, short-term investments and derivative instruments.  

The Company believes that the credit risk of transactions with financial institutions is low, as these are considered 
by the Management as prime banks. 

The policy for Short-term Investments adopted by the Company’s Management establishes the financial 
institutions with which the Group can do business and defines fund allocation limits and the amounts that may be 
invested in each of these financial institutions. 

e) Liquidity risk 

Effectively managing liquidity risk implies to maintain enough cash and marketable securities, funds available 
through credit facilities used and the ability to settle market positions. 

Management monitors the Group’s consolidated liquidity level considering the expected cash flows against 
unused credit facilities, as shown in the following table: 

 



 

44 
 

 Company Consolidated 

  2019 2018 2019 2018 

Total current assets 3,050,574 - 9,430,057  6,455,759  
Total current liabilities (3,080,906) - (7,518,423) (4,566,881) 

Total net working capital (30,332) - 1,911,634 1,888,878 

At December 31, 2019, the carrying amounts of financial liabilities, measured at amortized cost considering 
interest payments at a floating rate and the value of debt securities reflecting the forward market interest rates 
on the reporting date may be changed as floating interest rates change. Their respective maturities are shown 
below: 

Company 
Less than 
one year 

One to five 
years 

Over five 
years 

Total expected 
cash flow 

Interest to 
be accrued 

Carrying 
amount 

Borrowings, financing and 
debentures 3,063,119 - - 3,063,119 (179,737) 2,883,382 

 

Consolidated 
Less than 
one year 

One to five 
years 

Over five 
years 

Total expected 
cash flow 

Interest to 
be accrued 

Carrying 
amount 

Borrowings, financing and 
debentures 

 3,745,157  
 

10,415,659  
 -   14,160,816  

 
(3,374,443) 

 
10,786,373  

Lease  657,483   1,988,671   443,492   3,089,646   (572,081)  2,517,565 
Payables to related parties, 
trade payables and forfait 
operations 

1,829,756  -   -  1,829,756  -  1,829,756 

       

The Company also has the following credit line: 

➢ Up to seventy million British pounds (£70 million), with no guarantee, that can be withdrawn in installments 
to meet short-term financing needs of The Body Shop International Limited. This credit line is valid through 
March 2021 and is renewed automatically at the discretion of The Body Shop International Limited. Interest 
will be paid based according to LIBOR or EURIBOR + 2.0% p.a. 

➢ Up to one hundred fifty million reais (R$150,000) in an unsecured credit line, which can be withdrawn in 
installments to meet the short-term financing needs of Natura Cosméticos S.A. This credit line is valid until 
January 2020. Interest would be paid at the CDI rate + 1.25% p.a.  

As of December 31, 2019, the Company had not drawn down on these available credit lines. 

5.3 Capital management 

The Company’s objectives in managing its capital are to ensure that the Company is continuously capable of 
offering return to its shareholders and benefits to other stakeholders to maintain an optimal 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 the total equity. The net debt corresponds to total borrowings and financings (including short- and 
long-term borrowings, as shown in the consolidated balance sheet), deducted from cash and cash equivalents and 
short-term investments (except for “Crer para Ver” funds). 

a) Fair Value Estimate 

Financial instruments that are measured at fair value at the end of the reporting period as prescribed by CPC 46 / 
IFRS 13 – Fair Value Measurement follow the hierarchy below: 

➢ Level 1: Evaluation based on prices quoted (unadjusted) in active markets for identical assets or liabilities. A 
market is considered active if quoted prices are readily and regularly available from an exchange, dealer, 
broker, industry group, pricing service or regulatory agency, and those prices represent actual and regularly 
occurring market transactions on an arm’s-length basis; 

➢ Level 2: Used for financial instruments that are not traded in active markets (for example, over-the-counter 
derivatives) and whose fair value is determined using valuation techniques that, in addition to the quoted 
prices, included in Level 1, use other inputs adopted by the market for assets or liabilities, whether directly 
(i.e. prices) or indirectly (i.e. derived from prices); and 
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➢ Level 3: Inputs for assets or liabilities that are not based on the data adopted by the market (i.e. unobservable 
inputs). 

As of December 31, 2019, and December 31, 2018, the measurement of Group’s derivatives falls under the Level 
2 characteristics and there were no changes in levels in the period. The fair value of exchange rate derivatives 
(swap and forwards) is determined based on the exchange rate at the end of the reporting period, with the 
resulting amount being discounted to present value.  

i) Fair values of financial instruments measured at amortized cost (Level 2) 

Short-term investments 

The carrying amounts of the short-term investments in Certificates of Bank Deposits measured at amortized cost 
approximate their fair values as transactions are conducted at floating interest rates. 

Borrowings, financing and debentures 

The carrying amounts of borrowings, financing and debentures are measured at their amortized cost and disclosed 
at fair value. 

Trade receivables and payables 

It is estimated that the carrying amounts of trade receivables and trade payables approximate their fair values in 
view of the short term of the transactions conducted. 

The Group does not maintain any guarantees for past-due receivables and payables. 

6. CASH AND CASH EQUIVALENT 

 Company Consolidated 

  2019 2018 2019 2018 

Cash and banks 2,173,101 - 3,110,220 823,656 
Certificate of Bank Deposits (a) 207,699 - 211,261 47,341 
Repurchase agreements (b) - - 1,192,101 344,051 

  2,380,800 - 4,513,582 1,215,048 

a) On December 31, 2019, investments in Certificate of Bank Deposits are remunerated at an average rate of 106.9% of CDI 
(101.0% of CDI as of December 31, 2018) with daily maturities redeemable with the issuer itself, without significant loss of 
value.  

b)Repurchase agreements 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 rate of interest and within a predetermined term, which are backed by public or 
private securities (depending on the bank) and are registered with the CETIP. On December 31, 2019, repurchase operations 
are remunerated at an average rate of 99.9% of CDI (100.0% of the CDI on December 31, 2018). 

7. SHORT-TERM INVESTMENTS 

 Company Consolidated 

  2019 2018 2019 2018 

Exclusive investment funds 669,769 - - - 

Loan investment funds - - 407,928 210,971 

Certificate of Bank Deposits (a) - - 21,327 27,201 

Treasury bills - - 374,690 574,310 

Government bonds (LFT) - - 221,900    402,895 

Dynamo Beauty Ventures Ltd. Fund (b) - - 7,402                 - 

  669,769 - 1,033,247 1,215,377 

     

Current 669,769 - 1,025,845 1,215,377 

Non-current  - - 7,402                 - 

(a) The balance on December 31, 2019, related to the “Crer para Ver” line within the exclusive fund is R$38,018 (R$26,829 on 
December 31, 2018). 

(b) Natura Cosméticos S.A. became member of a new venture capital vehicle - the Dynamo Beauty Ventures (DBV) fund - 
whose mission is to identify and invest in emerging brands in cosmetics and well-being segments, the focus on Europe and 
the USA, acquiring non-controlling interest in companies with tremendous growth potential and innovative business 
models in the long term. 
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The Company concentrates most of investments in an exclusive investment fund. On December 31, 2019 the 
companies Natura &Co Holding S.A., Natura Cosméticos S.A., Natura Logística e Serviços Ltda, Indústria e 
Comércio de Cosméticos Natura Ltda., Natura Comercial Ltda., Natura Biosphera Franqueadora Ltda. and Instituto 
Natura have interest in shares of the Fund Essential Investment.  

The value of the shares held by the Company is disclosed under "Investment Fund Exclusive" in the Company 
financial statements. The financial information of the Investment Fund, which the group has an exclusive interest 
(100 % of the shares), were consolidated, except for the shares of Instituto Natura, and the values of their portfolio 
were segregated by type of investment and classified as cash equivalents or short term investments, according to 
the accounting practices adopted by Natura Cosméticos. 

The Essential is a Private Credit Multimarket Investment Fund managed, administrated and by custody of Itaú 
Unibanco Asset Management. Eligible assets in the portfolio are: government securities, CDBs, financial letters 
and repurchase agreements. There is no grace period for redemption of shares that may be redeemed at any 
time. 

Breakdown of the exclusive fund portfolio on December 31, 2019 and December 31, 2018 is as follows: 

 2019 2018 

Certificates of deposit 21,327 73,268 
Repurchase agreements 1,192,101 344,051 
Treasury bills 374,690 574,310 
Government bonds (LFT) 221,900 402,895 

  1,810,018 1,394,524 

8. TRADE RECEIVABLES 

 Consolidated 

  2019 2018 

Trade receivables 1,793,759 1,820,823 
Provision for doubtful accounts (107,995) (129,242) 

  1,685,764 1,691,581 

The balance of trade receivables in Consolidated is basically denominated in Brazilian reais, and approximately 
68% of the outstanding balance as of December 31, 2019 (73% as of December 31, 2018), refers to real-
denominated transactions. The remaining balance is denominated in several currencies and refers to sales by 
foreign subsidiaries.  

Maximum exposure to credit risk at the reporting date is the carrying amount of each aging range, net of the 
provision for doubtful accounts, as shown in the aging list below: 
 Consolidated 

  2019 2018 

Current 1,501,958 1,491,773 
  Past due:   
    Up to 30 days 142,069 139,680 
    31 to 60 days 36,466 45,981 
    61 to 90 days 27,789 34,207 
    91 to 180 days 85,477 109,182 
    Provision for doubtful accounts  (107,995) (129,242) 

  1,685,764 1,691,581 

8.1 Changes in the provision for doubtful accounts  

The changes in the provision for doubtful accounts for the period ended December 31, 2019 are as follows: 

 Consolidated 

Balance at December 31, 2017  (117,553) 

Additions (237,884) 
Write-offs (a) 228,495 
Exchange variation (2,300) 

Balance at December 31, 2018  (129,242) 

Additions (209,515) 
Write-offs (a) 232,034 
Exchange variation (1,272) 

Balance at December 31, 2019 (107,995) 
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(a) Refers to accounts overdue for more than 180 days which are written off when the Company has no expectation of 
recovering the trade receivable and sales of customer portfolio. 

8.2 Aging list of trade receivables and provision for doubtful accounts 

The following table shows trade receivables by exposure to doubtful accounts on December 31, 2019: 

 Consolidated 

  Trade receivables 
Provision for 

doubtful accounts 

Current 1,501,958  (38,060) 
  Past due:   
    Up to 30 days 142,069  (14,311) 
    31 to 60 days 36,466  (6,663) 
    61 to 90 days 27,789  (6,333) 
    91 to 180 days 85,477  (42,628) 
 1,793,759  (107,995) 

9. INVENTORIES 

 Consolidated 

  2019 2018 

Finished products 1,253,145 1,209,975 
Raw materials and packaging 253,063 215,813 
Ancillary material 82,228 95,168 
Work in progress 27,346 21,984 
Provision for losses (185,232)  (178,268) 

  1,430,550 1,364,672 

9.1 Changes in the provision for inventory losses 

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

 Consolidated 

Balance at December 31, 2017  (160,010) 
Additions, net (a) (180,084) 
Write-offs (b) 157,341 
Exchange Variation 4,485 

Balance at December 31, 2018  (178,268) 
Additions, net (a) (147,140) 
Write-offs (b) 136,431 
Exchange Variation 3,745 

Balance at December 31, 2019 (185,232) 

a) Refer to the recognition of net provision for losses due to discontinuation, expiration and quality, to cover expected losses 
on the realization of inventories, pursuant to the Group’s policy. 

b)Consist of write-offs of products discarded by the Group. 

10. RECOVERABLE TAXES 

 Consolidated 

  2019 2018 

ICMS on purchase of goods (a) 434,832 420,835 
Taxes on purchase of goods – subsidiaries abroad 39,475 42,198 
Other taxes - foreign subsidiaries 1,825 112 
ICMS on purchases of fixed assets 10,628 9,098 
PIS and COFINS on purchases of fixed assets (b)  3,826 42,175 
PIS and COFINS on purchase of goods(c) 280,087 194,382 
Withholding PIS, COFINS and CSLL 2,378 2,085 
IPI recoverable (d) 30,190 35,770 
Others  1,613       1,238 

 804,854 747,893 
   

Current 395,640 379,253 
Non-current 409,214 368,640 
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a) Accumulated Brazilian tax on the circulation of goods, interstate and intercity transportations and communication services 
(ICMS) tax credits were mainly generated from the purchases, which tax rate is higher than average sales rates and by increase 
exports.  

b)Brazilian tax for the Integration Program Tax on Revenue (PIS) and Social Security Funding Tax on Revenue (COFINS). 
c) Credits recognition related to the exclusion of the ICMS on the basis of calculation of PIS and COFINS, whose definition 

occurred during the financial year 2019 and credit arising from the calculation process for single-phase products. 
d)Tax on Manufactured Products (IPI). 

11. INCOME TAX AND SOCIAL CONTRIBUTION 

a) Deferred 
Deferred Corporate Income Tax (IRPJ) and Social Contribution on Net Income (CSLL) result from temporary 
differences in the Group. The balance of deferred taxes on tax losses and tax loss carryforwards was also 
recognized in certain subsidiaries and the Company.  

The amounts are as follows:  

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

 Consolidated 

 2019 2018 

Tax loss carryforwards and negative basis of social contribution tax 193,566 235,302 
Allowance for doubtful accounts 51,151 28,215 
Allowance for losses on inventories 50,593 47,509 
Provision for tax, civil and labor contingencies (note 21) 53,377 68,305 
Effect of changes in fair value of derivative instruments, including hedge 
accounting transactions (note 5.2.) (247,163) (177,212) 
Provision for ICMS – ST (note 21) 24,659 41,129 
Allowances for losses on advances to suppliers 898 2,789 
Accrued benefits sharing and partnerships 17,483 14,590 
Provision for profit sharing 54,427 77,912 
Adjustment to useful life of assets (118,632) (128,367) 
Provision carbon credits 8,297 4,208 
Profit not realized in inventories 32,899 25,604 
Provision for losses - property and intangible assets (4,509) 9,048 
INSS with Suspended Liability (note 21) 17,757 14,250 
Lease 22,268 14,325 
Other temporary differences (a) 60,886 55,694 
Post-employment healthcare plan 33,589 26,827 
Fair value of identifiable net assets in business combinations of Emeis 
Holdings Pty Ltd (24,516) (24,912) 
Stock option plan 112,095 39,950 
Others expenses provision 35,323 23,234 

Total  374,448 398,400 

Deferred income tax and social contribution assets 769,268 728,892 

Deferred income tax and social contribution liabilities (394,820) (330,492) 

Income tax and social contribution 374,448 398,400 

a) Refers to (i) the recognition of a provision to comply with accrual-basis accounting, reflecting the actual expenses incurred 
in the period, but without the issue of invoices by suppliers, and (ii) deferred revenues. 

Management makes an assessment of the possibility of offsetting deferred income tax assets and deferred income 
tax liabilities according to each jurisdiction. As a result, there is only one income tax liability position for The Body 
Shop International Limited. 

ii) Breakdown of deferred income tax and social contribution –Liabilities: 

  Consolidated 

  2019 2018 

Fair value of identifiable net assets in business combination (a) 450,561 431,534 
a) The balance includes deferred income tax liability on the fair value of net identifiable assets in the acquisition of The Body 

Shop International Limited 
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Management’s expectation is that tax credits will be realized as follows: 
 Consolidated 

2020                 444,258  
2021                 146,624  
2022                   83,635  
2023                   36,050  
2024                   14,963  
2025 onwards                   43,737   

769,267 

With respect to tax credits on tax loss carryforwards and temporary differences, on the foreign subsidiaries listed 
below are not fully recorded due to the history of lack of taxable profit and taxable profit projections for the 
coming fiscal years. 

As of December 31, 2019, and December 31, 2018, the amounts of tax losses on these subsidiaries are shown as 
follows: 

Tax Loss 2019 2018 

Natura (France e USA) 449,378 382,971 
Aesop (Substantially by operations in the US, Germany and Brazil) 46,381 47,659 
The Body Shop (Operations in the US, France and Brazil) 384,757 406,556 

 880,516 837,186 

b) Reconciliation of income tax and social contribution: 
 Company Consolidated 
 2019 2018 2019 2018 

Income / (loss) After income tax and social 
contribution (157,710) - 304,566 - 
Taxes on Company formation(c) 206,592  206,592 - 
Income / (loss) before income tax and social 
contribution 48,882 - 511,158 637,405 
Income tax and social contribution at the rate of 34% (16,620) - (173,794) (228,958) 
Benefit of expenses with research and technological 
innovation - Law nº 11.196 / 05 (a) - - 19,228 - 
Tax incentives - - 12,457 10,794 
Subsidy for investments (b) - - 24,864 12,505 
Equity in the earnings of subsidiaries (note 14) 30,373 - - - 
Effect from differences of tax rates of entities abroad - - 26,907 14,077 
Recognition of prior-year tax losses – USA and Mexico - - - 70,065 
Taxation of profits of subsidiaries abroad - - (60,305) (12,694) 
Unrecognized tax loss in the year (3,635) - (8,893) (11,799) 
Tax Benefits of interest on equity (IOE) - - 37,628 40,208 
Income tax contingency in international operations - - (13,120) - 
Post-employment healthcare plan - - - 30,082 
Exercise of stock options and restricted stock plans - - 9,697 - 
Other permanent differences - -  (23,769) (49,306) 

Income tax and social contribution expenses 10,118 - (149,099) (125,026) 
     
Income tax and social contribution - current 10,118 - (94,781) (182,324) 
Income tax and social contribution - deferred 0 - (54,319) 57,298 
      

 Effective Rate- %  (20,7) - 29,2 18,6 
     

a) Refers to the tax benefit instituted by Law No. 11,196 / 05, which allows deduction directly in the calculation of income tax and 
the social contribution of the amount corresponding to 60% of the total expenses with research and technological innovation, 
observing the rules established in that Law. 

b) The Company has ICMS tax incentives resulting from its regular operations (Investment subsidizing). 
c) Tax on corporate formation resulted from the difference between the book value of Natura and the acquisition cost used for the 

purpose of contributing shares issued by Natura to the Company's capital stock (Note 23c). Management believes that, although 
the amount of the referred special equity reserve formed part of the taxable income for tax purposes in Brazil the nature of this 
amount is different from the nature of other sources of taxable income in scope of CPC 32 (IAS 12). The key differences are that 
(i) the Company has not generated any taxable profits and this tax is levied essentially on the equity increase that generates the 
special reserve for statutory purposes; (ii) the creation of the special reserve is, in substance, a reclassification matter; (iii) the tax 
is levied on the entity as a result of an additional equity increase from the contribution made in the Company; and (iv) future 
profits of the Company as well as future and historical profits of Natura will continue to be taxed in accordance with the tax 
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legislation. The tax on the Company’s formation was recognized in the income statement and presented as “Taxes on Company 
formation”. 

The changes in deferred asset and liability income tax and social contribution for the period ended December 31, 
2019 were as follows: 
 

Asset  Liability  
Consolidated  Consolidated 

Balance at December 31, 2018 398,400  (431,534) 

Effect on profit or loss (67,136)  12,817 
Reserve for grant of options and restricted shares 44,844  - 
Effect on other comprehensive income  (31,881)  - 
Exchange variation on other comprehensive income 30,221  (31,844) 

Balance at December 31, 2019  374,448  (450,561) 

12. JUDICIAL DEPOSITS 

Represent the restricted assets of the Group related to amounts deposited and held by the courts until the 
litigation to which they are related is resolved.  

The judicial deposits of the Group as of December 31, 2019 and December 31, 2018 are as follows: 

 Consolidated 
 2019 2018 

Unaccrued tax lawsuits (a) 203,403 173,027 
Accrued tax lawsuits (b) (note 20 and 21) 116,415 140,750 
Unaccrued civil lawsuits 2,541 2,822 
Accrued civil lawsuits (note 21) 426 649 
Unaccrued labor lawsuits 8,683 6,991 
Accrued labor lawsuits (note 21)      5,787     9,338 

Total judicial deposits 337,255 333,577 

a) The proceedings related to these judicial deposits basically refer to ICMS - ST, highlighted on note 20 (a) - contingent liability 
- possible risk of loss. 

b)The lawsuits related to these judicial deposits basically refer to the sum of amounts disclosed in note 21, item (b) and the 
amount accrued as explained in the note 20.  

Changes in the balances of escrow deposits for the period ended December 31, 2019 are presented below: 
 

Consolidated 
Balance at December 31, 2017 319,433 

New deposits 19,691 
Redemptions  (13,948) 
Interests  13,780 
Write-offs for expenses (5,379) 

Balance at December 31, 2018 333,577 

New deposits 2,542 
Redemptions  (7,556) 
Interests  13,352 
Write-offs for expenses (4,660) 

Balance at December 31, 2019 337,255 

In addition to judicial deposits, the Company has contracted performance bonds for certain lawsuits. Details of 
these insurance policies are presented in note 33. 
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13. OTHER CURRENT AND NON-CURRENT ASSETS 

 Consolidated 

  2019 2018 

Marketing and advertising advances 28,669 48,429 
Supplier advances 102,225 76,707 
Employee advances 13,983 12,965 
Rent advances and guarantee deposits (a) 96,202 96,177 
Prepaid insurance expenses 29,647 7,535 
Customs broker advances - Import taxes 34,932 14,866 
Assets held for sale  -  160 
Carbon credits 3,508 10,317 
Other 39,868   47,475 

  349,034 314,631 

    

Current 265,198 263,025 
Non-current 83,836    51,606 

a) 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 International Limited, in accordance with the exemptions on CPC 06 (R2) / IFRS 
16; and (ii) security deposits for the rental of certain stores of the subsidiaries The Body Shop International Limited and Emeis 
Holdings Pty Ltd. which will be returned by the lessor at the end of the rental agreements. 

14. INVESTMENTS 

 Company 
 2019 2018 

Investments in subsidiaries 3,392,677 - 

Information and changes in the balances for the period ended December 31, 2019: 

 
Natura 

Cosméticos S.A.- 
Brasil 

Nectarine 
Merger Sub I, 
Inc. – United 

States 

Total 

Percentage of interest 100,00% 100,00%  
Shareholders’ equity of subsidiaries 3,392,677 - 3,392,677 
Share in shareholders' equity 3,392,677 - 3,392,677 
Net income for the year of subsidiaries 392,391 - 392,391 
     
Balances as of December 31, 2018 - - - 
     
Equity in subsidiaries (note 2c) 89,332 - 89,332 
Exchange variation and other adjustments in the conversion 

of investments of subsidiaries abroad (73,268) - (73,268) 
Effect of adjustment of hyperinflationary economy (1,428) - (1,428) 
Gains / (Losses) on actuarial plan net of tax effects  (4,186) - (4,186) 
Effect on hedge accounting net of tax effects 36,423 - 36,423 
Contribution of the company to stock option plans granted to 

executives of subsidiaries and other reserves, net of tax 
effects (15,972) - (15,972) 

Effect of change in interest in subsidiary 519,090  519,090 
Increase in capital 2,842,686 - 2,842,686 

Balances as of December 31, 2019 3,392,677 - 3,392,677 
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15. PROPERTY, PLANT AND EQUIPMENT 

 Consolidated 

 

Useful life 
range (in 

years) 
2018 Additions Write-offs 

Reversal of 
impairment 

Transfers 

 Other changes 
including 
exchange 
variation 

2019 

Cost Value:          
Vehicles 2 to 5 78,072  12,463   (41,883) -  99   (3,173)  45,578  
Templates 3 203,814  1,499   (23,823) -  10,874   192   192,556  
Tools and accessories 3 to 20 8,161  314   (445) -  3,910   34   11,974  
Facilities 3 to 60 310,282  49   -  -  (1,534)  975   309,772  
Machinery and accessories 3 to 15 819,919  9,563   (1,259) -  54,336   (16,108)  866,451  
Leasehold improvements (a) 2 to 20 577,217  46,869   (23,243) (1,958)  20,645   (4,427)  615,103  
Buildings 14 a 60 940,002  2,245   -  (887)  (555,221)  818   386,957  
Furniture and fixture 2 to 25 362,817  40,118   (3,031) (3,514)  16,978   (15,641)  397,727  
Land - 30,525  -     -  -  4,653   (21)  35,157  
IT equipment 3 to 15 263,524  21,976   (3,902) -  18,483   (2,853)  297,228  
Projects in progress - 103,463  204,107   (2,247) -  (146,598)  (2,714)  156,011  

Total cost  3,697,796  339,203   (99,833) (6,359)  (573,375)  (42,918)  3,314,514  

 
 

       
Depreciation value:  

       
Vehicles  (31,784)  (15,832)  27,478  -  (7)  3,221   (16,924) 
Templates  (191,501)  (8,314)  23,739  -  148   (10)  (175,938) 
Tools and accessories  (2,954)  (687)  410  -  -     (24)  (3,255) 
Facilities  (147,309)  (20,703)  -    -  1,234   (584)  (167,362) 
Machinery and accessories  (379,050)  (56,617)  664  -  (7)  18,274   (416,736) 
Leasehold improvements (a)  (217,167)  (90,281)  19,089  -  5,292   15,696   (267,371) 
Buildings  (191,422)  (7,315)  (7) -  96,565   394   (101,785) 
Furniture and fixture  (138,078)  (78,988)  2,734  -  (184)  20,543   (193,973) 
IT equipment  (161,817)  (44,606)  3,443  -  (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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 Consolidated 

Cost Value:  
Useful life 
range (in 

years) 
2017 Additions Write-offs 

Reversal of 
impairment 

Transfers 

 Other changes 
including 
exchange 
variation 

2018 

Vehicles 2 to 5 73,775 25,215 (20,835) -  320 (403) 78,072 
Templates 3 219,402 95 (23,925) - 7,930 312 203,814 
Tools and accessories 3 to 20 6,404 57 - - 1,499 201 8,161 
Facilities 3 to 60 297,943 3,961 (223) - 2,108 6,493 310,282 
Machinery and accessories 3 to 15 783,134 11,213 (433) - 4,807 21,198 819,919 
Leasehold improvements (a) 2 to 20 668,255 33,549 (9,477) (128) 62,324 (177,306) 577,217 
Buildings 14 to 60 965,596 440 (94) 57 9 (26,006) 940,002 
Furniture and fixture 2 to 25 797,929 34,887 (585) (2,896) 11,373 (477,891) 362,817 
Land - 30,525 - - - - - 30,525 
IT equipment 3 to 15 294,401 24,488 (2,093) 582 18,460 (72,314) 263,524 
Projects in progress - 78,414 157,829 (3,214) - (132,542) 2,976 103,463 

Total cost  4,215,778 291,734 (60,879) (2,385) (23,712) (722,740) 3,697,796 
         

Depreciation value:         

Vehicles  (29,633) (16,524) 14,065 - 10 298 (31,784) 
Templates  (201,313) (14,710) 24,567 - 4 (49) (191,501) 
Tools and accessories  (2,393) (407) - - - (154) (2,954) 
Facilities  (128,540) (17,333) - - (1) (1,435) (147,309) 
Machinery and accessories  (327,579) (56,399) 257 - - 4,671 (379,050) 
Leasehold improvements (a)  (385,286) (82,950) 7,867 - 529 242,673 (217,167) 
Buildings  (158,801) (43,092) - - - 10,471 (191,422) 
Furniture and fixture  (508,942) (89,478) 458 - 269 459,615 (138,078) 
IT equipment  (196,617) (45,426) 2,061 - 239 77,926 (161,817) 

Total accrued depreciation  (1,939,104) (366,319) 49,275 - 1,050 794,016 (1,461,082) 

Net total  2,276,674 (74,585) (11,604) (2,385) (22,662) 71,276 2,236,714 
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16. INTANGIBLES 

 Consolidated 

 
Useful life 

range 
(years) 

2018 Additions Write-offs 
Reversal 

(provision) of 
impairment 

Transfers 

Other changes 
including 
exchange 

variation (f) 

2019 

Cost value:         
Software 2.5 to 10 1,089,900 83,064 (546) - 118,442 22,230 1,313,090 

Trademarks and patents (Defined useful life) 25 111,801 - - - (154) 5,158 116,805 
Trademarks and patents (Indefinite useful life) - 2,040,067 - - - - 131,518 2,171,585 
Goodwill Emeis Brazil Pty Ltd. (a) - 96,867 - - - - 3,370 100,237 
Goodwill The Body Shop International Limited (b) - 1,348,670 - - - - 85,699 1,434,369 
Goodwill acquisition of The Body Shop stores - 1,456 - - - - - 1,456 
Relationship with retail clients 10 1,740 - - - - 247 1,987 
Key money (indefinite useful life) (c) - 102,310 - - - (101,001) 16,492 17,801 

Key money (Defined useful life) (d) 3 to 18 48,888 - - 2,818 (39,283) 24 12,447 
Relationship with franchisees and sub franchisees (e) 15 590,588 - (17,958) - (371) 30,699 602,958 

Other intangible assets 2 to 10 121,697 145,483 (1,133) - (146,364) (9,395) 110,288 

Total cost   5,553,984 228,547 (19,637)  2,818 (168,731) 286,042 5,883,023 

         
Amortization value:         
Software  (483,666) (169,174) 6,817 - 270  (3,594)  (649,347)  
Trademarks and patents   (37,898) (4,330) - - 154 (2,034) (44,108) 
Key money  (2,835) - - - 7,336  (6,698)   (2,197)  
Relationship with retail clients  (1,149) (194) - - - (596) (1,939) 
Relationship with franchisees and sub franchisees  (55,508) (43,150)  - - 371 2,515 (95,772)  
Other intangible assets  (22,383) (1,601) 585 - 261  9,979  (13,159)  

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 
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 Consolidated 

 
Useful life 

range 
(years) 

2017 Additions Write-offs 
Reversal 

(provision) of 
impairment 

Transfers 

Other changes 
including 
exchange 

variation (f) 

2018 

Cost value:         

Software 2.5 to 10 1,104,603 189,969 (3,702) 90 8,299 (87,663) 1,211,597 
Trademarks and patents (Defined useful life) 25 103,076 610 - - - 8,115 111,801 
Trademarks and patents (Indefinite useful life) - 1,833,790 - - - - 206,277 2,040,067 
Goodwill Emeis Brazil Pty Ltd. (a) - 91,302 - - - - 5,565 96,867 
Goodwill The Body Shop International Limited (b) - 1,177,377 - - - - 171,293 1,348,670 
Goodwill acquisition of The Body Shop stores - - 1,434 - - - 22 1,456 
Relationship with retail clients 10 1,638 - - - - 102 1,740 
Key money (indefinite useful life) (c) - 57,863 3,357 (2,169) (4,236) 17,175 30,320 102,310 
Key money (Defined useful life) (d) 3 to 18 95,733 4,709 (419) (1,985) (1,171) (47,979) 48,888 
Relationship with franchisees and sub franchisees (e) 15 586,059 - - - - 4,529 590,588 

Total Cost  5,051,443 200,079 (6,290) (6,131) 24,303 290,580 5,553,984 

         
Amortization value:         
Software  (476,269) (156,919) 1,419 - (1,713) 127,430 (506,049) 
Trademarks and patents   (9,686) (13,403) - - - (14,809) (37,898) 
Key money  (26,128) (10,089) 418 - 72 32,892 (2,835) 
Relationship with retail clients  (503) (589) - - - (57) (1,149) 
Relationship with franchisees and sub franchisees  (63,248) (42,592) - - - 50,332 (55,508) 

Total accrued amortization  (575,834) (223,592) 1,837 - (1,641) 195,791 (603,439) 

Net total  4,475,609 (23,513) (4,453) (6,131) 22,662 486,371 4,950,545 

a) Goodwill on 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; 
b) Goodwill arising from 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; 
c) Key money with an indefinite useful life refers to payments made to a former lessee for the right to rent the property in accordance with the lease agreement and which may be negotiated later with 

future lessees, in case the lease contract ends. This balance was considered as the scope of the lease standard (CPC 06 / IFRS 16), applicable from January 1, 2019 (note 3.29). The balance not reclassified 
to the Right to Use the asset, refers to contracts that the standard exempts on the initial date as short-term contracts. The balance is not amortized and is subject to an annual impairment test; 

d) Key money with definite useful life refers to payments made to a former lessee for the right to rent the property in accordance with the lease agreement and which may not be negotiated or recovered 
later. This balance was considered as the scope of the lease standard (CPC 06 / IFRS 16), applicable from January 1, 2019 (note 3.29). The balance not reclassified to the Right to Use the asset, refers to 
contracts that the standard exempts on the initial date as short-term contracts. The balance is amortized over the term of the contracts; 

e) 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 useful life of 15 years. In 2019 there is a write-off related to agreements with sub-franchisees 
in Brazil; and 

f) Includes inflation adjustment of Natura Argentina. 
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a) Impairment testing of intangible assets as an indefinite useful life 

Goodwill from the expected future profitability of acquired companies and intangibles assets with indefinite 
useful life was allocated to the CGU groups. In accordance with CPC 01 – Impairment of Assets (IAS 36 - 
Impairment of Assets), when a CGU or a group of CGUs have an intangible asset with indefinite useful life 
allocated, the Company must test it for impairment annually. CGU groups with intangible assets with indefinite 
useful life as of December 31, 2018 are presented bellows: 

2019 

 Consolidated  

CGU Group / 
Operating Segment  

Trademarks and 
patents 

Goodwill  Total  

    
 Aesop  - 100,238 100,238 
 The Body Shop  2,169,019 1,434,369 3,603,388 
 Others  2,566 - 2,566 

 Total  2,171,585 1,534,607 3,706,192 

The main assumptions used to calculate the fair value less cost to sell on December 31, 2019 are presented below: 

 Aesop The Body Shop 

Measurement of impairment 
value (fair value less cost of 
disposal) 

Discounted cash flow 

Projected cash flow Operating business cycle 
(approximately 5 years) with 
perpetuity. 

Operating business cycle 
(approximately 5 years) with 
perpetuity. 

Budgeted gross margin Average of gross margin based on 
history and projections for the 
following 5 years. 

Average of gross margin based on 
history and projections for the 
following 5 years. 

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

Growth rate in perpetuity (*) Constant growth of 2.5%. Constant growth of 2.0%. 

Discount rate These cash flows were discounted using a discount rate after taxes of 11.52% 
p.a. for The Body Shop and 12.34% p.a. for Aesop in real terms. The discount rate 
was based on the weighted average cost of capital that reflects the specific risk 
of each segment.  

 (*) Based on the inflation applicable to the host country of each segment, based on public information released 
by the International Monetary Fund. 

The Company conducted a sensitivity analysis of (i) the discount rate and (ii) the growth rate in perpetuity, due 
to their potential impacts on cash flows. A 1 p.p. increase in the discount rate or a 1 p.p. decrease in the growth 
rate in perpetuity of the cash flow of each CGU group would not result in the need to recognize a loss. Based on 
the analyses conducted by Management, there was no need to record impairment losses for the balances of 
these assets in the year ended December 31, 2019. 
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17. RIGHT OF USE AND LEASE 

(a) Right of use 

 Consolidated 

 Useful life 
in Years (i) 

First-time adoption 
(Note 3.29) 

Additions  Write-offs Transfers (ii) Others changes 2019 

Cost Value:        

Vehicles 3 - 40,069 (146) - 95  40,018  
Machinery and equipment 3 to 10 - 14,954 (40) - 664  15,578  
Facilities 3 to 10 103,945 187,294 - 481,235  12,426  784,900  
IT equipment 10 - 279 - - 4  283  
Retail stores 3 to 10 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  - (4,126) - - (191) (4,317) 
Facilities  - (95,734) - - (1,456) (97,190) 
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 

i) The applied useful lives refer to agreements the Company is certain that it will use the underlying assets of the lease agreements in accordance with contractual conditions. On January 1, 2019, 
they corresponded to the remaining period of the agreements in force on the date of transition of the Lease standard, as per Note nº 3.15. 

ii) Balances of Financial Lease recorded as Property, Plant and Equipment on December 31, 2018, of which R$481,235 at the consolidated, and balances of key money of retail stores, transferred 
from intangible assets, in the amount of R$150,374 at the consolidated. 
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 Consolidated 

Values recognized in the income statement during 2019  
Financial expense on lease 134,579 
Amortization of right of use 575,624 
Appropriation in the result of variable lease installments not included in the measurement of 
rental liabilities 

31,023 

Sublease revenue (2,698) 
Short-term rental expenses and low-value assets 126,067 
Expenses related to leases 22,214 

Total 886,809 

  
Values recognized in the financing cash flow statement  
Payment of leasing (principal)  497,905 

Values recognized in the operating cash flow statement  
Payment of leasing (interest) 134,579 
Variable lease payments not included in the measurement of rental liabilities  11,199  
Short-term lease payments and low-value assets  69,162  
lease-related payments  26,460  

Total 739,305 

b) Lease 

 Consolidated 
 2019 2018 

Current 542,088 68,764 
Non-current 1,975,477 377,471 

The following table shows the changes in the balance of leases for the year ended December 31, 2019: 

  Consolidated 

Balance on December 31, 2018 (i) 446,235 

First-time adoption of CPC 06(R2) / IFRS 16 1,949,739  
New agreements 627,889  
Payment of leasing (principal) (497,905)  
Payment of leasing (interest) (134,579)  
Recognition of financial charges 134,579  
Write-offs (ii) (86,319)  
Translation effects (other comprehensive income) 77,926  

Balance on December 31, 2019 2,517,565 

i) Refers to balances of Financial Lease, in accordance with standard IAS 17/CPC 06 – Leases, effective until December 31, 
2018; and 

ii) Mainly related to termination contracts related to lease of stores.  

Maturities of the balance of non-current lease liabilities are shown below: 

 Consolidated 

  2019 2018 

2021 374,746 86,638 
2022 361,688 57,942 
2023 358,274 55,422 
2024 onwards 880,769 177,469  

1,975,477 377,471 

The table below shows the rates practiced, according to the deadlines: 

Contracts maturity Rate % p.a. 

1 year 1.9 to 10.5 
2 years 3.9 to  9.5 
3 years 5.8 to 10.6 
4 years 1.9 to 11.3 

5 years 6.9 to 14.0 

6 years 1.9 to 10.2 

9 years 8.2 
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10 years 13.6 

15 years 9.0 

As described in note 3.29, the Company adopted the incremental borrowing rate as the discount rate for lease 
liabilities. As the Company's lease agreements are substantially contracts with payment indexed by inflationary 
indices and considering the disclosure suggestions published in CVM Circular Letter 02/19, the Company provides 
additional information on contracts characteristics, so the users of these financial statements can, at their 
discretion, make projections of future payment indexed by inflation for the period. Most of the lease liability (79%) 
refers to The Body Shop and Aesop operations whose contracts were signed substantially in developed economy 
countries. Therefore, for those countries, the potential effects of discounting are not significant given the 
historical low value of inflation in those countries. 

  Contractual Flow Payments - Consolidated 

Maturity 
Average 

discount rate 
2020 2021 2022 2023 2024 2025 

above 
2025 

2020-2022 1.9% to 10.6% 566,802 32,692 8,946 - - - - 
2023-2025 1.9% to 11.3% 32,802 304,688 305,886 302,042 298,194 271,790 - 
2026-2028 6.9% to 14.0% 69,488 74,145 78,169 83,769 90,725 98,267 661,521 
2029-2031 1.9% to 10.2% 4,778 4,778 4,778 4,778 4,778 4,778 16,324 

Total  673,870 416,303 397,779 390,589 393,697 374,835 677,845 

Projected inflation1 3.40% 3.40% 3.40% 3.60% 3.60% 3.60% 3.80% 

¹ Rates obtained through future DI x National Extended Consumer Price Index (IPCA) coupon quotes observed in B3, applied in contracts 
in Brazil. 

18. BORROWINGS, FINANCING AND DEBENTURES 

 Company Consolidated  
 2019 2018 2019 2018 Reference 

Local Currency     
 

Financing Agency for Studies and Projects 
(FINEP) - -  101,988  135,618 A 
Debentures (a) - -  4,251,231  4,680,665 B 
BNDES - -  35,390  73,384 C 
BNDES – FINAME - -  183  735 D 
Working capital – Operation Peru  - -  -    20,979 E 
Working capital – Operation Mexico  - -  31,802  10,017 F 
Working capital – Operation Aesop - -  100,438  59,850 G 
Promissory Notes 2,883,382 - 2,883,382 - H 

Total in local currency 2,883,382 - 7,404,414 4,981,248  
      

Foreign Currency      
  BNDES - -  8,030  17,137 I 
  Export Credit note (NCE) - -  81,210  - J 
  Notes - - 3,090,490 2,995,760 K 
  Resolution nº 4131/62 - -  202,230                   - L 

  Total in foreign currency - -  3,381,960  3,012,897  
Overall total  2,883,382 - 10,786,374 7,994,145  

      
Current 2,883,382 - 3,354,355 1,113,095  
Non-current - - 7,432,019 6,881,050  

      
(a) Debentures      

 Current - - 246,017  934,359  
 Non-current - - 4,005,214  3,746,306  
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Reference Currency Maturity Charges Effective interest rate Guarantees 

A Real June 2023 
Interest of 3.5% p.a. for the 
installment maturing in June 
2023 

3.5% p.a. for 
installments with 
expiration on June 2023 

Guarantee of Natura 
Cosméticos S.A. 

B Real August 2024 

Interest of 109% to 112% of 
the CDI and 1.4% + CDI 
(Interbank Deposit 
Certificate), 1.75% + CDI, 
1.00% + CDI and 1.15% + CDI, 
maturing in March 2020, 
September 2020, September 
2021, September 2022 and 
August 2024. 

109.5% - 113.1% 
 
CDI+1.15% - CDI+1.79% 

None 

C Real 
Through 
September 2021 

Brazilian long-term interest 
rate (TJLP) + interest of 0.5% 
p.a. to 3.96% p.a. and fixed-
rate contracts of 3.5% p.a. to 
5% p.a. (PSI) (b) 

TJLP + interest of 0.5% 
p.a. to 3.96% p.a. and 
fixed-rate contracts of 
3.5% p.a. to 5% p.a. (PSI 

Bank-issued guarantee 
letter 

D Real 
Through March 
2021 

Interest of 4.5% p.a. + TJLP for 
contracts up to 2012 and for 
contracts executed as of 2013 
fixed rate of 3% p.a. (PSI) (b); 
Contracts in August 2014 in 
May 2016 at fixed rate of 6% 
p.a. to 10.5% p.a. 

Interest of 4.5% p.a. + 
TJLP for contracts up to 
2012 and for contracts 
executed as of 2013 
fixed rate of 3% p.a. 
(PSI) (b); Contracts in 
August 2014 in May 
2016 at fixed rate of 6% 
p.a. to 10.5% p.a. 

Fiduciary sale, 
guarantee of Natura 
Cosméticos S.A. and 
promissory notes 

E 
Peruvian 

Sol 
July 2019 Interest of 3.99% p.a. Interest of 3.99% p.a. 

Guarantee of Natura 
Cosméticos S.A. 

F 
Mexican 
peso  

February 2021 
and October 
2020 

Interest of 1.15% p.a. + TIIE (c) 
Interest of 1.15% p.a. + 
TIIE (c) 

Guarantee of Natura 
Cosméticos S.A. 

G 
Australian 
dollar 

August 2021 
USD Libor + interest of 0.92% 
p.a. 

USD Libor + interest of 
0.92% p.a. 

Bank-issued guarantee 
letter 

H Real December 2020 2.00% + CDI 
CDI + 3,11% Real guarantee of 

shares alienated from 
Natura Cosméticos S.A. 

I Dollar October 2020 
Interest of 1,8% p.a. a 2,3% 
p.a. + Resolucion nº 635 (a) 

Interest of 1,8% p.a. a 
2,3% p.a. + Brazilian 
Resolution 635 

Guarantee of Natura 
Cosméticos S.A. and 
bank-issued guarantee 
letter  

J Dollar October 2020 Libor + interest 0.87% p.a. (a) 
Libor + interest 0.87% 
p.a. 

None 

K Dollar February 2023  Interest of 5.375% p.a. (a) 6,1% None 

L Dollar May 2022 Libor +interest 1.1% p.a. (a) 

Libor +interest 1.1% 
p.a. (a) 

Guarantee of the 
subsidiary Indústria e 
Comércio de 
Cosméticos Natura 
Ltda. 

a) Loans and financing for which swap contracts (CDI) were entered into. These loans and financing are not being shown net of their 
derivatives; 

b)PSI-Investment Support Program; and 
c) TIIE-interest rate of interbank equilibrium Mexico. 

Changes in the balances of borrowings, financings and debentures for the year ended December 31, 2019 are 
presented below: 

 
Company Consolidated 

Balance at December 31, 2018 - 7,994,145 

New borrowings and financing 2,879,038 5,346,145 
Amortizations -  (2,643,575) 
Financial charges accrued 4,344 494,422 
Payment of financial charges -  (499,798) 
Exchange variation (unrealized) -  88,097 
Exchange variation (realized) -  5,903  
Translation effects (other comprehensive income) -  1,035  

Balance at December 31, 2019 2,883,382 10,786,374 
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a) Refers mainly reclassified leasing balances; and balances reclassified from government grants considering BNDES loans 

Maturities of non-current borrowings, financing and debentures liabilities are as follows: 

 Consolidated 

  2019 2018 

2020 - 1,372,755 
2021 2,279,759 2,226,402 
2022 527,596 324,257 
2023 onwards 4,624,664 2,957,636  

7,432,019 6,881,050 

A description of the main bank loan and financing agreements as of December 31, 2019 is as follows: 

a) Description on bank loans and financing  

i) Debentures  

On February 25, 2014, the Company conducted the 5th issue of unsecured, registered debentures, not convertible 
into shares, amounting to R$ 600,000. A total of 60,000 debentures were issued, of which 20,000 debentures 
allotted in the 1st series, due on February 24, 2017, in the amount of R$214,385 thousand, twenty thousand 
(20,000) debentures allocated in the 2nd series, due on February 25, 2018, and twenty thousand (20,000) 
debentures allocated in the 3rd series, due on February 25, 2019, with remuneration corresponding to 107.00%, 
107.5% and 108% of the accumulated variation of the average daily Interbank Deposits - DI, respectively. 

On March 16, 2015, the Company carried out the 6th issue of registered, non-convertible and unsecured 
debentures of the Company, amounting to R$ 800,000. The issue consisted of 80,000 debentures, of which 40,000 
were in the 1st series, maturing on March 16, 2018, twenty-five thousand (25,000) were in the 2nd series, 
maturing on March 16, 2019, and fifteen thousand (15,000) were in the 3rd series, maturing on March 16, 2020, 
remunerated at 107%, 108.25% and 109% respectively, of the accumulated variation of the average daily rate of 
Interbank Deposits (DI). 

On September 28, 2017, the Company carried out the 7th issue of registered, book-entry, non-convertible, 
unsecured debentures, in the total amount of R$ 2,600,000. A total of 260,000 debentures were issued, of which 
seventy-seven thousand and two hundred seventy-three (77,273) were allocated in the 1st series, with maturity 
on September 25, 2020, and one hundred eighty-two thousand and seven hundred twenty-seven (182,727) 
allocated in the 2nd series, with maturity on September 25, 2021, remunerated at CDI rate + 1.4% p.a. and CDI 
rate + 1.75% p.a., respectively. 

On February 16, 2018, the Company carried out the 8th issue of 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 of January 16, 2009 (“Issue”, “Restricted Offering”, “Debentures”, “CVM Instruction 476”, 
respectively), in the aggregate amount of R$1,400,000, whose proceeds will be used to settle the balance 
promissory notes. Compensatory interest was paid in three (3) installments, starting on the issue 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 partial amortization of one billion reais (R$1,000,000) due to early 
maturity, early optional redemption and optional extraordinary amortization, established in the Indenture, and 
remuneration corresponding to 110% of accumulated variation of daily average rates of Interbank Deposits – DI. 
The debt balance of the 8th issue 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 issue of non-convertible unsecured debentures, with 
personal guarantee, in three series, for public distribution with restricted placement efforts, in accordance with 
CVM Instruction 476 of January 16, 2009 (“Issue”, “Restricted Offering”, “Debentures”, “CVM Instruction 476”, 
respectively), in the aggregate amount of R$1,000,000, used in the partial early amortization of R$1,000,000 
related to the 8th issue. The issue consisted of 100,000 debentures, of which thirty-eight thousand and nine 
hundred four (38,904) were in the 1st series, maturing on September 21, 2020, thirty thousand and eight hundred 
thirty-one (30,831) were in the 2nd series, maturing on September 21, 2021, and thirty thousand and two hundred 
sixty-five (30,265) were in the 3rd series, maturing on September 21, 2022, and paying remuneration 
corresponding to 109.5%, 110.5% and 112%, respectively, of the cumulative variation of the average daily rates 
of Interbank Deposits (DI). 

On July 22, 2019, the Company carried out the 10th issue of non-convertible unsecured debentures in four series, 
for public distribution with restricted placement efforts, in accordance with CVM Instruction 476 of January 16, 
2009 (“Issue”, “Restricted Offering”, “Debentures” and “CVM Instruction 476”, respectively), in the aggregate 
amount of R$1,576,450. A total of one hundred fifty-seven, six hundred forty-five (157,645) registered, book-
entry, non-convertible and unsecured debentures were issued in four series, without the issue of provisory or 
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final certificates, at a nominal unit value of ten thousand reais (R$10,000), of which forty thousand  (40,000) were 
in the 1st series, maturing on August 26, 2024, nine thousand, five hundred seventy (9,570) in the 2nd series, 
maturing on August 26, 2024, sixty-eight thousand, six hundred twenty-three (68,623) in the 3rd series, maturing 
on August 26, 2024, and thirty-nine thousand, four hundred fifty-two (39,452) in the 4th series, maturing on 
August 26, 2024, and paying remuneration corresponding to 100% of the cumulative variation of the average daily 
rates of Interbank Deposits (DI) plus 1% for the 1st series and 100% of the cumulative variation of the average 
daily rates of Interbank Deposits (DI) plus 1.15% for other series. 

The funds from the 10th issue were used: 1st grade: full amortization of the 8th issue of debentures in the amount 
of R$400,000, 2nd grade: partial amortization of the 3rd grade of the 6th issue 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 issue in the amount of R$382,960. 

The appropriation of costs related to the issue of debentures in the year ended December 31, 2019 was R$4,760 
(R$19,307 as of December 31, 2018), recorded on a monthly basis under financial expenses, in accordance with 
the effective interest rate method. Issue costs to appropriate totaled R$13,354 as of December 31, 2019 (R$8,986 
as of December 31, 2018). 

ii) Notes 

On February 1, 2018, a total of US$750 million was raised at a rate of 5.375% p.a. from maturing on February 1, 
2023, with semiannual payments in February and August. 

The proceeds from the Notes issue were fully used to pay part of the liabilities of the Company arising from the 
3rd issue of 74 commercial promissory notes, in a single series, in the amount R$3.7 billion, which were issued to 
finance the acquisition of The Body Shop International Limited. 

Simultaneously to the issue of the Notes in the international market, the Company contracted derivative 
instruments (“swaps”) to eliminate from profit or loss the exchange variations arising from the exposures of the 
principal contracted and interest owed in accordance with the contractual maturities of the respective issue. 

The appropriation of costs related to the issue of Notes in the year ended December 31, 2019 was R$6,737 
(R$5,364 on December 31, 2018), recorded on a monthly basis under financial expenses, in accordance with the 
effective interest rate method. Issue costs to appropriate totaled R$22,782 on December 31, 2019 (R$26,167 on 
December 31, 2018). 

iii) Export Credit nota (NCE) 

On October 2, 2019, there was the funding of R$ 83.34 million, with the purpose of cash reinforcement, for 
working capital purposes, of Industria e Comércio de Cosméticos Natura Ltda. Said loan had been contracted for 
a period of one year, with maturity of interest quarterly and main final. The operation is linked to a perfect hedge 
at a cost of CDI + 0.60% p.a 

Concomitant with the issuance of Export Credit Note (NCE) in the international market, the Company contracted 
derivative financial instruments ("swaps") in order to eliminate exchange rate variations generated by the main 
interest due according to the contractual maturities of the respective issue. 

iv) Resolution nº 4131/62 

The Company takes out Letter of Credit– Transfer of Funds Raised Abroad in foreign currency via Resolution 
4,131/62 with financial institutions due to favorable rates under certain circumstances. The funds raised in this 
operation will be allocated to finance the company’s working capital. 

On May 20, 2019, a total of US$50 million was raised at Libor + 1.1% p.a. + the exchange rate variation, with 
semiannual interest payments in May and November, and maturing on May 20, 2022. 

v) Promissory Notes 

On December 20, 2019, the 1st issue of Commercial Promissory Notes took place in two series, with R$2,200 
million for the Commercial Notes of the first series, which were settled on January 14, 2020, and R$ 700 million 
for the Commercial Notes of the second series. The Commercial Notes were publicly distributed with restricted 
placement efforts, pursuant to CMV instruction No. 476 of January 16, 2009. The allocation of the resources of 
the first series was for the redemption of the Preferred Shares Series C, issued by the Avon. The allocation of the 
resources of the second series was for the payment of costs incurred in structuring the operation as well as cash 
reinforcement for eventual demands of the Company. Acquired. 
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The appropriation of costs related to the issuance of promissory notes in the year ended December 31, 2019 was 
R$11,135, recorded monthly under the financial expenses item according to the effective interest rate method. 
The balance of issuing costs to be settled as of December 31, 2019 is R$20,962. 

b)  Contract Covenants 

Debentures 

The Debentures clauses establish financial indicators arising from the quotient of the net treasury debt division 
by EBITDA of the last 12 months, which should be equal to or lower than that established. The Company complies 
with such clauses. 

19. TRADE PAYABLES AND FORFAIT OPERATIONS 

 Consolidated 

  2019 2018 

Domestic trade payables 1,581,759 1,511,576 
Foreign trade payables (a) 105,073 80,714 

 1,686,832 1,592,290 

   
Forfait operations (b) 142,924    144,501 

   
  1,829,756 1,736,791 

a) Refer to imports mainly denominated in US dollar, euro and pound sterling. 
b)The Group has entered into contracts with Banco Itaú Unibanco S.A. for structuring, together with its major suppliers, the so-

called “forfait” operation, wherein suppliers transfer the right to receive their trade notes to the Bank, which, will become 
the creditor of the operation. This operation did not significantly change the previously agreed-upon terms, prices and 
conditions, and it does not affect the Company with financial charges practiced by the financial institution, on performing a 
thorough analysis of suppliers by category. As such, the Group discloses this operation under the heading Trade Payables and 
forfait operations. 

20. TAX PAYABLES 

 Company Consolidated 

 2019 2018 2019 2018 

Ordinary ICMS - -  120,300  81,750 
ICMS ST provision (a) - - 72,423 172,743 
Taxes on invoicing – subsidiaries abroad -   145,992  137,243 
Social Security Tax (INSS) - suspension of the 
enforceability - - 50,147 40,541 
Withholding tax (IRRF) 987   48,593 36,971 
Other taxes payable - foreign subsidiaries - -  1,180  2,717 
PIS and COFINS payable 63 -  1,207  - 
INSS and service tax (ISS) payable  -  3,218      3,454 
Others -   399  - 
 1,050 - 443,459  475,419 
     
Judicial Deposits (note 12) - - (62,356) (63,557) 
     
Current 1,050  - 320,890 310,093 
Noncurrent  - - 122,569 165,326 

a) The Company has been discussing the illegality of changes in the state legislation for the payment of ICMS - ST. Part of the 
unpaid amount has been discussed in court by the Company and, in certain cases, the amounts have been deposited with 
the courts, as mentioned in Note 12. 
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21. PROVISION FOR TAX, CIVIL AND LABOR RISKS 

The Group is party to tax, labor and civil lawsuits. Management believes, based on the opinion of its legal counsel, 
that the provision for tax, civil and labor risks are sufficient to cover potential losses. This provision is broken down 
as follows: 

 Consolidated 

  2019 2018 

Tax 127,842 163,852 
Civil 30,653 32,300 
Labor 61,571 65,655 

Total 220,066 261,807 

   
Judicial deposits (note nº 12) (60,272) (87,180) 

   
Current 18,650 20,389 
Noncurrent 201,416 241,418 

a) Tax Risk 

As of December 31, 2019, the Company is party to approximately to 493 tax lawsuits (448 as of December 31, 
2018) The balance deposited with the courts amounts to R$319,818 (R$313,777 as of December 31, 2018). 
Provisions are reviewed periodically based on the evolution of the lawsuits in order to reflect the best current 
estimate.  

The following table presents the changes in balances in year ended December 31, 2019: 

 Consolidated 

 Provisions Deposits 

Balance on December, 31,2017 196,006 (24,943) 

Additions 81,435 (34,209) 
Reversals (47,076) 3,681 
Payments (16,659)  
 Offset (29,741)  
Transfer of tax liabilities (20,056) (20,268) 
Inflation adjustment (824) (1,454) 
Translation effects (other comprehensive income) 767 - 

Balance on December 31, 2018 163,852 (77,193) 

Additions 14,497 (5,317) 
Reversals (54,168) 30,957 
Payments (1,150) - 
Inflation adjustment 4,440 (2,506) 
Translation effects (other comprehensive income) 371 - 

Balance on December 31, 2019 127,842 (54,059) 

 

b) Civil risks 

As of December 31, 2019, the Company is party to approximately to 2,600 civil lawsuits (3,250 as of December 31, 
2018), of which 2,387 were filed by Natura’s Consultants and consumers, most of which claiming compensation 
for damages. The balance deposited with the courts for the tax assessments notices above amounts to R$425 
(R$649 as of December 31, 2018). Provisions are reviewed periodically based on the evolution of the lawsuits and 
the history of losses on civil claims in order to reflect the best current estimate. 

The following table presents the changes in balances in year ended December 31, 2019: 

 Consolidated 

 Provisions Deposits 

Balance on December 31, 2018 32,300 (649) 
Additions 14,072 (357) 
Reversals (4,766) 579 
Payments (11,418) - 
Inflation adjustment 309 1 
Translation effects (other comprehensive income) 156 - 

Balance on December 31, 2019 30,653 (426) 
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c) Labor risks 

As of December 31, 2019, the company is party to approximately 1,500 labor lawsuits filed by former employees 
and service providers (approximately 1,850 as of December 31, 2018), claiming the payment of severance 
amounts, possible occupational disease, salary premiums, overtime and other amounts due, as a result of joint 
liability, and discussion about the recognition of possible employment relationship. The provision is periodically 
reviewed based on the progress of lawsuits and history of losses on labor claims to reflect the best current 
estimate 

The following table presents the changes in balances in year ended December 31, 2019: 

 Consolidated 

 Provisions Deposits 

Balance on December 31, 2018 65,655 (9,338) 
Additions 45,983 (2,411) 
Reversals (40,127) 6,282 
Payments (14,611) - 
Inflation adjustment 5,009 (320) 
Translation effects (other comprehensive income) (338) - 

Balance on December 31, 2019 61,571 (5,787) 

d) Contingent liabilities - possible losses 

The Company is party to tax, civil and labor proceedings for which no provision has been set up because they 
involve possible risk of loss as assessed by management and its legal advisors.  

On December 31, 2019, contingent liabilities comprise 544 cases (498 at December 31, 2018), the amounts of 
which are presented below: 

 Consolidated 

  2019 2018 

Tax 3,503,392 3,265,543 
Civil 61,532 63,910 
Labor 77,295 115,240 

Total contingent liabilities 3,642,219 3,444,693 

Judicial deposits (note 12) (136,258) (100,754) 

The main tax cases are the following: 

i) The Company is party to administrative and judicial proceedings questioning lawfulness of amendments to 
state legislation related to ICMS-ST collection. On December 31, 2019, the amount being disputed was 
R$406,002 (R$321,772 on December 31, 2018) and R$114,819 was deposited with the courts (R$80,816 on 
December 31, 2018). 

ii) Notices served by the Brazilian IRS claiming IPI debts arising from the tariff classification adopted by the 
subsidiary Indústria e Comércio de Cosméticos Natura Ltda. for certain products. A decision is expected at the 
administrative level. The total amount under dispute on December 31, 2019 is R$218,204 (R$209,714 as of 
December 31, 2018). 

iii) Tax assessment issued by the São Paulo State Finance Department against the business unit branch of 
subsidiary Indústria e Comércio de Cosméticos Natura Ltda., seeking collection of State VAT (ICMS) under the 
tax substitution (ST), which was fully collected by the recipient of the goods, the company, his distributor 
establishment, Natura Cosméticos S.A. It is awaiting a decision. The total amount in dispute as of December 
31, 2019 is R$521,903 (R$506,258 as of December 31, 2018). 

iv) The Company and its subsidiary, Indústria e Comércio de Cosméticos Natura Ltda, in the operations in which 
it operates exclusively as a distributor, discuss judicially the condition brought by Decree No. 8.393/2015, 
which equated the industrial, for the purposes of incidence of the Tax on Industrialized Products - IPI, the 
interdependent wholesale establishments that sell products provided for in the said legal provision. The total 
amount under discussion on December 31, 2019 is R$389,017 (R$309,611 on December 31,2018),Irpj and CSLL 
infringement notices, on September 30, 2009 and August 30, 2013, which are intended to question the tax 
deductibility of the amortization of goodwill, resulting from the incorporation of shares of Natura 
Empreendimentos by Natura Participações S.A, and subsequent incorporation of both companies by Natura 
Cosméticos S,A, The Company is judicially discussing the legality of decisions that inferred injunction the 
embargoes of declarations submitted to discuss points crucial of the judgments which, by a majority of votes, 
denied provision to special appeals, maintaining the tax requirement, The total amount under discussion on 
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31 December 2019, which the Company considers as not likely its disbursement, is R$ 1,854,369, Of this 
amount, R$1,379,189 is classified as possible loss, and R$475,180 as remote loss,(R$1,336,927 as of December 
31, 2018 with possibility of loss and R$459,686 with a remote probability of loss). 

v) The Company seeks to legally ensure the right to fruition of tax incentives related to research activities and 
development of technological innovation, without observance of the restrictions imposed by the regulation of 
the matter, in 2011, in apparent contrary to the law that disciplines the benefit. The amount under discussion 
on December 31, 2019 is R$ 170,320.  

e) Contingent assets 

The Company has outstanding lawsuits whose expectation of gain is probable according to the assessment of their 
legal advisors, but they are not registered in its Financial Statements until a favorable outcome is practically 
certain. 

The Company and its subsidiary Indústria e Comércio de Cosméticos Natura Ltda. claim the refund of the PIS and 
COFINS installments collected with the inclusion of ICMS in its calculation bases from March 2004 to March 2007. 
The amounts adjusted for inflation involved in reclamation claims not registered as of December 31, 2019, totaled 
R$26,933 (R$93,321 on December 31, 2018). 

The Company, based on the opinion of their legal advisors, observes CPC 25 / IAS 37 and 
CIRCULAR/CVM/SNC/SEP/nº 01/2019. 

22. OTHER LIABILITIES 

 Consolidated 

  2019 2018 

Post-employment healthcare plan  98,792 78,904 
Carbon credit 4,519 3,222 
Exclusivity contract (a) 5,400 7,800 
Crer para Ver (b) 51,543 28,368 
Deferred revenue from performance obligations with customers (c) 76,250 63,662 
Provisions for sundry expenses (d) 156,895 170,294 
Provisions for rentals (e) 26,568 28,966 
Provisions for apportionment of benefits and partnerships payable 7,860 11,542 
Long-term incentives (f) 3,022 8,855 
Fair value of operating lease (g) - 25,843 
Provision for restructuring (h) 3,401 2,004 
Provision for store renovation 15,997 6,107 
Other provisions 67,846 44,370 

Total 518,093 479,937 
   

Current 396,391 338,170 
Noncurrent 121,702 141,767 

a) Refers to the consideration of the exclusivity granted by the Company to a financial agent for the bank settlement service 
related to employees' payroll. It will be recognized in the statement of income on a straight-line basis over the contractual 
period since April 2017, on a straight-line basis over the contractual period due in March 2022; 

b) Social program contribution for developing the quality of education; 
c) Refers to deferral of revenue from performance obligations related to points-based loyalty programs, sale of gift cards not 

yet converted into products, and programs and events to honor direct selling consultants; 
d) Refers to provisions for sundry expenses to comply with the accrual method; 
e) 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 International Limited, in accordance with the exceptions permitted under CPC 06(R2) / IFRS 16; 

f) Refers to the variable compensation plans of the executives of the subsidiary Aesop; 
g) Refers to fair value adjustment of lease agreements identified in the business combination carried out in the acquisition of 

The Body Shop. These balances were eliminated as of January 1, 2019 with the implementation of CPC 06 (R2) / IFRS 16; 
and 

h) It is a provision for costs directly related to the plan for changes in organizational structure of The Body Shop, which is 
approved by the Management and was already implemented and announced to those affected by the restructuring. 

Post-employment healthcare plan  

Post-employment healthcare plan as detailed in explanatory note No. 3.20 d), The population of active employees 
eligible for the medical plan after shutdown is closed for new inclusions, On December 31, 2019 and 2018 
respectively, the weighted average duration of the obligation is 20.8 and 16 years, and its actuarial calculation 
base evaluated: 
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➢ 1,175 (2018: 1,247) active employees of the companies;  

➢ 477 (2018: 264) retired and dependent on companies, 

The actuarial liabilities were calculated as of December 31, 2019 and 2018 considering the main assumptions 
below: 

 2019 2018 
   

Discount rate 7.39% 9.17% 
Initial rate of medical cost growth  7.17% 10.76% 
Inflation rate 3.80% 4.00% 
Final rate of medical cost growth 7.17% 5.04% 

Growth rate of medical costs due to aging - costs 
Por faixa etária 

1.54% to 4.5% p,a, 
3.50% 

Growth rate of medical costs by aging -contributions 0.00% 0.00% 
Percentage of adherence to the plan in retirement 87.00% 89.00% 
Invalidity entry board  Mercer Disability Wyatt 85 Class 1 
General mortality board AT-2000 RP2000 

Turnover board 
Formula 

proportional to 
service time 

T-9 service table 

The Maintenance of the initial level of growth in medical cost at 3.25% real and the reduction of the discount rate 
from 9.17% p.a to 7.54% p.a, generated R$ 29,660 loss. 

Below we present the sensitivity analysis of the Medical Inflation Rate and the Discount Rate, if the behavior of 
such a rate increased or reduced by 1% and its respective effect on the balance (Present Value of the Obligation) 
calculated on actuarial liabilities ( keeping the other premises): 

 Rate Chance VPO 

Discount rate 7.39%  1% increase  81,091 
Discount rate 7.39%  1% decrease  122,270 
Medical inflation  7.17%  1% increase  121,259 
Medical inflation  7.17%  1% decrease  81,493 

    

Below we present the movements of actuarial liabilities for the years ended December 31, 2019 and 2018: 

 Consolidated 

 2019 2018 

Balance at the beginning of the year ended  (78,904) (109,126) 
Cost of the Company´s current service  (816) (1,915) 
Cost of interest  (7,125) (9,100) 
Cost of past services – change in plan  -    45,965 
Expenses paid  2,427  2,354 
Actuarial Gains (Losses) in other comprehensive results (14,374) (7,082) 

Balance at the end of the year ended (98,792) (78,904) 

   

23. SHAREHOLDER’S EQUITY 

a) Issued Capital 

As of December 31, 2019, the Company's share capital is 1,485,436, composed of 865,659 nominal common 
shares, with no nominal value. 
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The composition of this capital is demonstrated in the table below: 

Date  Description Number of shares Value in R$ 

21/01/2019 Initial share capital 100 10 
14/05/2019 Payment of capital - 90 

13/11/2019 
Contribution of controlling shareholders in shares - 
exchange of shares of Natura Cosméticos for the Company 

495,393,460 1,115,169,982 

16/12/2019 
Contribution of cash controlling shareholders - purchase of 
shares of minority shareholders of Natura Cosméticos S.A. 

370,266,482 370,266,482 

31/12/2019 Total share capital subscribed and paid-up  1,485,436,564 

b) Dividend and interest on equity payment policy 

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 management board may pay or credit interest on equity in accordance with applicable law. 

c) Capital reserve 

The Incorporation of Shares resulted in the issuance of Natura &Co shares by the total subscription price of R$ 
1,101,013,735 corresponding to the amount attributed to Natura Cosmetics shares incorporated by Natura &Co. 
Of this total, the amount of R$370,266,482 was allocated to the share capital account and the rest, in the amount 
of R$730,478,428 was allocated to the Company's capital reserve. This incorporation of shares was approved at 
Natura &Co's by the Extraordinary Shareholders Meeting on November 13, 2019. 

Based on the Extraordinary General Meeting held on November 13, 2019, the controlling shareholders of Natura 
contributed shares issued by the Company of their own, corresponding to 57.3% of the capital of Natura for 
investment in the Company with the same corresponding interest of Natura, as well an additional cash amount of 
R$ 206,592, sufficient for the Company to pay the income tax due to the difference between the book value of 
Natura and the acquisition cost used for the purpose of contributing shares issued by Natura to the Company's 
capital stock. The recognition of this additional cash received was recorded as a special equity reserve.  

The capital reserve at December 31, 2019 is R$ 1,302,990. 

d) Equity valuation adjustment - Other comprehensive income 

The Company records in this account the effect of exchange rate variation on investments in foreign subsidiaries, 
including exchange variations in hyperinflationary economy, actuarial gains and losses from the retirees’ 
healthcare plan result from cash flow hedge. For exchange rate variation, the accumulated effect will be reversed 
in profit or loss for the year as gain or loss only in the case of investment disposal or write-off. For actuarial gains 
and losses, the amounts will be recognized upon actuarial liability revaluation. The cash flow hedge transactions 
will be transferred to profit or loss for the year when an ineffective portion is identified and/or upon termination 
of the relationship. 

24. SEGMENT INFORMATION 

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 managerial analyses: Natura 
(“Natura Brazil Operation” and “Natura LATAM Operation”, includes Corporate LATAM), Aesop (includes P&L of 
the Holdings Natura Brazil Pty Ltd. and Natura Cosmetics Australia Pty Ltd.), The Body Shop (operation of “The 
Body Shop” retail stores in all continents) and Natura (Brazil) International B.V. - the Netherlands) and Others 
(include P&L of Natura Europa SAS – France and Natura Brasil Inc. - USA). 

In addition to the segment analysis, the Company's management also analyzes its revenues at various levels, 
mainly through the sales channels: direct sales, operations in the retail market, e-commerce, B2B and franchises. 
However, segregation by this type of operation is not yet considered significant for disclosures by Management. 
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Net revenue by segment is as follows in the year ended on December 31, 2019:  

➢ Natura Brazil Operation: 43.5% 
➢ Natura LATAM Operation: 18.8% 
➢ Aesop: 9.0% 
➢ The Body Shop: 28.6% 
➢ Others: 0.1% 

The accounting practices for each segment are described in Note 3 of these annual financial statements of the 
Company for the year ended December 31, 2019.  

Performance of the Company´s segments were assessed based on net operating revenue and net income for the 
year, excluding the effects from financial income and expenses, income and social contribution taxes, depreciation 
and amortization. 

The tables below present summarized financial information for the segments and the geographic distribution of 
commercial operations of the Company as of December 31, 2019 and December 31, 2018. 

a) Operating segments 

 2019 

   Reconciliation to profit (loss) for the year  

 

Net revenue 
Performance 
assessed by 

the Company 

Depreciation 
and 

amortization 

Financial 
income 

Financial 
expenses 

Income tax 
Net income 

(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 others  9,086  (46,199)  (14,010)  -  (202)  -   (60,411) 
Aesop  1,303,050  350,437  (186,657) 9,337 (34,392)  (47,768)  90,957  
The Body Shop  4,129,308  783,145  (573,234)  44,953   (105,890)  (41,812)  107,162  
Corporate expenses (a)  -  (268,401)  -  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 

        

 2018 

   Reconciliation to profit (loss) for the year  

 

Net revenue 
Performance 
assessed by 

the Company 

Depreciation 
and 

amortization 

Financial 
income 

Financial 
expenses 

Income tax 
Net income 

(loss) 

Natura Brazil  6,022,207  1,184,932  (274,013)  1,915,511   (2,439,391)  (68,239)  318,800  
Natura LATAM  2,415,717  327,493  (30,850)  13,885   (60,941)  (80,446)  169,141  
Natura others  9,450  -31,931  (462)  -   -   -   (32,393) 
Aesop  1,064,043  162,301  (67,019)  4,608   (2,243)  (36,005)  61,642  
The Body Shop  3,886,002  305,848  (217,567)  122,417   (137,134)  24,971   98,535  
Corporate expenses (a)  -  (102,039)  -   -   -   34,693   (67,346) 

Consolidated  13,397,419  1,846,604  (589,911)  2,056,421   (2,639,709)  (125,026)  548,379  

a) Corporate expenses refer substantially to the expenses (i) related to the process of acquiring the control of Avon Products, 
Inc. and the corporate restructuring of the Company during the fiscal year 2019; (ii) of some administrative departments 
that provide services to all Group companies; and (iii) with the Group’s Operational Committee (COG), which was 
established to support the Company’s development, to determine and allocate funds and to identify synergies among 
companies controlled by the Company. These expenses were not allocated to any operating segment. 

 2019 2018 

 Non-current 
assets 

Total assets 
Current 

liabilities 
Non-current 

liabilities 
Non-current 

assets 
Total assets 

Current 
liabilities 

Non-current 
liabilities 

Natura Brazil 4,181,261 7,618,551 2,207,944 8,104,168 3,566,311 7,450,648 2,888,073 1,988,473 
Natura LATAM 349,698 1,592,912 774,521 105,423 247,131 1,190,735 636,845 553,890 
Natura others 12,161 18,126 8,591 1,558 13,329 27,869 5,205 22,664 
Aesop 1,035,432 1,442,214 274,539 592,531 413,775 768,771 235,033 533,738 
The Body Shop 6,175,903 7,462,135 1,171,922 1,500,065 4,683,244 5,941,526 801,725 5,139,801 
Corporate - 3,050,574 3,080,906      

Consolidated 11,754,455 21,184,512 7,518,423 10,303,745 8,923,790 15,379,549 4,566,881 8,238,566 
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b) Net revenue and Non-current assets by geographic region 
 

Net revenue Net revenue 
Non-current 

assets 
Non-current 

assets  
2019 2018 2019 2018 

Asia 782,940 666,154 368,430 115,709 
North America 1,750,957 919,826 981,673 272,296 
South America 8,340,025 8,534,263  4,378,675  3,964,645 
      Brazil 6,324,227 6,082,896 4,197,258 3,704,613 
      Other 2,015,798 2,451,367 181,417 260,032 
Europe 2,909,968 2,660,243 5,306,111 4,110,794 
      United Kingdom 2,115,385 1,877,475 4,678,139 3,885,666 
      Other 794,583 782,768 627,972 225,128 
Oceania 660,800 616,933 719,566 460,346 

Consolidated 14,444,690 13,397,419 11,754,455 8,923,790 

The Company has predominantly a class of products denominated as “Cosmetics”. 

No individual or aggregate customer (economic group) represents more than 10% of the Company's net revenues. 

25. NET REVENUE 

 Consolidated 

  2019 2018 

Gross revenue:   
Domestic market  8,907,766  8,575,971 
Foreign market  10,739,036  9,936,334 
Other sales  61,302  49,657 

  19,708,104  18,561,962 

   
Returns and cancellations  (73,183) (54,522) 
Commercial discounts and rebates  (1,292,134) (1,421,251) 
Taxes on sales  (3,898,097) (3,688,770) 

Net revenue  14,444,690  13,397,419 

Substantially, Natura's revenue refers to direct sales and TBS and AESOP retail sales. 

26. OPERATING EXPENSES AND COST OF SALES 

Breakdown by function Consolidated 
 2019 2018 

Cost of sales 4,033,454 3,782,843 
Selling, marketing and logistics expenses 6,395,586 5,828,713 
Administrative, R&D, IT and Project expenses 2,405,576 2,251,341 

Total 12,834,616 11,862,897 

 
Breakdown by nature Consolidated 

 2019 2018 

Cost of sales 4,033,454 3,782,843 

Raw material/packaging material/resale 3,457,481 3,223,446 
Personnel expenses (Note 27) 293,374 276,848 
Depreciation and amortization 57,443 65,157 
Others 225,156 217,392 
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Selling, marketing and logistics expenses 6,395,586 5,828,713 

Logistics costs 797,055 750,238 
Personnel expenses (Note 27) 1,667,202 1,656,611 
Marketing, sales force and other selling expenses 3,164,875 3,191,895 
Depreciation and amortization 766,454 229,969 

   

Administrative, R&D, IT and project expenses 2,405,576 2,251,341 

Investments in innovation 89,675 102,436 
Personnel expenses (Note 27) 1,223,586 1,036,866 
Other administrative expenses 798,796 817,254 
Depreciation and amortization 293,519 294,785 

   

Total 12,834,616 11,862,897 

 
27. EMPLOYEE BENEFITS 

 Consolidated 

  2019 2018 

Payroll, profit sharing and bonuses 2,315,517 2,350,182 
Pension Plan 93,528 41,923 
Share-based payments (note 31.1) 58,855 40,505 
Charges on restricted shares (note 31.1) 59,753 22,428 
Health medical care, food, transportation and other benefits 253,510 177,135 
Charges, taxes and social contributions  231,384 181,240 
 INSS 171,615 156,912 

Total 3,184,162 2,970,325 

27.1 Share-based Payment 

The Board of Directors meets annually in order to establish the share-based payment plans, as approved by the 
Shareholders Meeting, indicating the Managers and employees who may receive stock options to purchase or 
subscribe to shares of the Company and the total number to be distributed. 

Stock-based payment plans were originally awarded considering Natura's shares that were traded at B3. However, 
as part of the corporate restructuring (Note 1), on December 18, 2019 the Company began trading its own shares 
instead of Natura's shares. As a result, Natura's shares originally granted were replaced on this date by the 
Company's shares. Such a modification did not impact the executives and the respective plans. 

Options granted in 2019 

On April 12, 2019, the Board of Directors of Natura approved the Stock Option plan, the Restricted Stock plans 
and the Strategy Acceleration Stock Option plans for 2019. As such, the Company started recording the related 
provisions this month. 

On May 21, 2019, the Board of Directors approved the 2019 Share-Based Compensation Plan, based on the 
performance, for 2019 and as such, the Company started recording the related provisions this month. This plan 
consists of granting common shares of the Company to a group of employees and, unless otherwise determined 
by the Board of Directors, the participants will fully receive the shares under the Share-Based Compensation Plan 
if: (i) the participant remains an employee of the Company and its Subsidiaries until the 3rd anniversary of the 
grant date; and (ii) the performance conditions are met. For certain participants, there is a special condition for 
item (i) above, in which 50% of shares under the Share-Based Compensation Plan will be acquired on the 3rd 
anniversary of the grant date and the remaining 50% on the 4th anniversary of the grant date. 

The changes in the number of outstanding stock options and their related weighted-average prices, as well as 
variations in the amount of restricted shares are as follows: 

Stock Option Plan and Strategy Acceleration Plan 

 
Average exercise price per 

option1 - R$ 
Options (thousands)1 

Balance on December 31, 2018 15.96 18,342 
Granted 23.54 3,636 
Expired 29.42 (1,132) 
Exercised 14.61 (3,278) 

Balance on December 31, 2019 16.51 17,568 
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 Restricted shares (thousands)1 
Performance shares 

(thousands)2 

Balance on December 31, 2018 2,884 - 
Granted 1,328 688 
Expired (122) - 
Exercised (998) - 

Balance on December 31, 2019 3,092 688 

¹ 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. 

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

Of the 17,568¹ 1,000 options existing as of December 31, 2019 (18,342,000 options as of December 31, 2018) 
604¹,000 options (3,344,000 options as of December 31, 2018) are exercised. 

The options exercised in the year ended December 31, 2019, resulted in the use of 3,339,000 new shares issued 
and the use of 1,148,000 shares in the treasury stock balance (use of 98,000 treasury stock balance shares in the 
year ended December 31, 2018). 

The expense related to the fair value of the options and restricted shares, including the charges related to 
restricted shares, recognized in the year ended December 31, 2019, according to the period elapsed for the 
acquisition of the right to exercise of options and restricted shares, was R$119.659 in the consolidated. In the year 
ended December 31, 2018, the expense recognized was R$62,933 in the consolidated. 

Options for buying outstanding shares and restricted shares at the end of the year have the following due dates 
and fiscal year prices: 

As of December 31, 2019 -Stock option plan 

Grant date Right acquisition conditions 
Exercise 

price - R$1 
Fair value1 

Existing 
options 

Remaining 
contractual life 

(years) 

Vested options 
(thousands) 

March 18, 2013 
4 years of service as from the 

grant date 
37.60 6.05 565 1.2 - 

March 17, 2014 
4 years of service as from the 

grant date 
25.16 4.27 133 2.2 133 

March 16, 2015 
From 2 to 4 years of service 

as from the grant date 
13.60 4.85 to 5.29 226 3.3 225 

July 28, 2015 (Strategy 
acceleration) 

From 4 to 5 years of service 
as from the grant date 

12.90 6.20 to 6.23 1,295 3.6 - 

March 15, 2016 
From 2 to 4 years of service 

as from the grant date 
12.84 7.16 to 7.43 344 4.3 143 

July 11, 2016 (Strategy 
acceleration) 

From 4 to 5 years of service 
as from the grant date 

11.41 6.84 to 6.89 2,640 4.6 - 

March 10, 2017 
From 2 to 4 years of service 

as from the grant date 
12.59 6.65 to 6.68 741 5.3 103 

March 10, 2017 
(Strategy acceleration) 

From 4 to 5 years of service 
as from the grant date 

12.59 6.87 to 6.89 2,210 5.3 - 

March 12, 2018 
From 2 to 4 years of service 

as from the grant date 
16.96 7.96 to 8.21 2,059 6.3 - 

March 12, 2018 
(Strategy acceleration) 

From 3 to 5 years of service 
as from the grant date 

12.16 a 
16.96 

8.21 to 9.67 3,800 6.3 - 

April 12, 2019 
From 3 to 4 years of service 

as from the grant date 
23.54 11.71 to 11.82 1,655 7.3 - 

April 12, 2019 (Strategy 
acceleration) 

From 4 to 5 years of service 
as from the grant date 

23.54 11.51 to 11.71 1,900 7.3 - 

       17,568  604 

¹ 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. 

  



 

73 

 

As of December 31, 2019 - restricted shares 

Grant date Right acquisition conditions Existing stock1 Fair value (R$)1 
Remaining 

contractual life 
(years) 

Vested stock 
(thousands) 2 

March 15, 2016 
From 2 to 4 years of service as 

from the grant date 
227 11.98 to 12.85 0.5 5 

March 10, 2017 
From 2 to 4 years of service as 

from the grant date 
465 11.69 to 12.51 0.2 to 1.2 3 

March 12, 2018 – Plan I 
From 2 to 4 years of service as 

from the grant date 
716 15.18 to 15.9 0.2 to 2.5 - 

March 12, 2018 – Plan II 
From 0.4 to 2.4 years of service 

as from the grant date 
89 15.76 to 16.49 0.8 - 

March 12, 2018 – Plan III 
From 1 to 3 years of service as 

from the grant date 
148 15.54 to 16.27 0.2 to 1.2 - 

March 12, 2018 – Extraordinary 
Plan I 

From 1 to 3 years of service as 
from the grant date 

8 15.54 to 16.28 0.2 to 1.2 - 

August 13, 2018 – Extraordinary 
Plan III 

From 0.7 to 1.7 year of service 
as from the grant date 

50 13.08 to 13.38 0.4 - 

August 13, 2018 – Extraordinary 
Plan IV 

From 0.8 to 1.8 v year of service 
as from the grant date 

25 13.06 to 13.36 0.5 - 

August 13, 2018 – Extraordinary 
Plan VI 

From 1.6 to 3.6 years of service 
as from the grant date 

75 12.24 to 13.13 0.2 to 2.2 - 

April 12, 2019 – Plan I 
From 2 to 4 years of service as 

from the grant date 
821 21.62 to 22.53 1.2 to 3.3 - 

April 12, 2019 – Plan II 
From 1 to 3 years of service as 

from the grant date 
468 22.14 to 22.85 0.2 to 2.3 - 

   3,092   8 

1 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. 

On December 31, 2019 – Performance shares 

Grant date Right acquisition conditions 
Existing stock 
(thousands)1 

Fair value(R$) 
Remaining 

contractual life 
(years) 

Vested stock 
(thousands) 

May 21, 2019 

From 3 to 4 years of service 
as from the grant date and if 
the performance conditions 

are met 

688  23.10 to 45.70 3.0 to 4.0 - 

   688   - 

1 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, 2019, the market price was R$ 38.67 already considering the stock split (R$45.00 as of 
December 31, 2018) per share. 

Options and restricted shares were priced based on the Binomial model and performance shares were priced 
based on a combination of Black-Scholes-Merton and Monte Carlo models. Significant data included in the models 
to price the fair value of options, restricted shares and performance shares granted in the period ended December 
31, 2019 was:  

 Stock options 
 April 12, 2019 April 12, 2019 

Volatility 37.77% 37.77% 
Dividend yield 1.17% to 1.63% 1.63% to 1.89% 
Expected life for vesting 2 to 4 years 4 to 5 years 
Risk-free annual interest rate 6.88% to 7.95% 7.95% to 8.18% 

 
 Restricted shares Share-based performance 
 April 12, 2019 – Plan II May 21, 2019 May 21, 2019 

Volatility 37.77% 37.77% 37.10% 
Dividend yield 1.17% to 1.63% 0.92% to 1.38% - 
Expected life for vesting 2 to 4 years 1 to 3 years 3 to 4 years 
Risk-free annual interest rate 6.88% to 7.95% 6.21% to 7.52% 8.08% to 8.40% 
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28. FINANCIAL INCOME (EXPENSES) 

 Company Consolidated 

 2019 2018 2019 2018 

FINANCIAL INCOME:     
Interest on short-term investments 1,360 - 83,115 129,296 
Gains on monetary and exchange rate variations (a) 6,801 - 854,025 477,297 
Gains on swap and forward transactions (c)  - - 961,185 1,323,470 
Gains on fair value adjustment of swap and forward 
derivatives - - 1,709 2,760 
Reversal of the monetary update of provision for tax 
risks and tax obligations - - 25,469 89,151 
Other financial income - - 30,281 34,447 

 8,161 - 1,955,784 2,056,421 

Financial expenses:     
Interest on financing (4,344) - (503,040) (631,475) 
Interest on leases - - (134,579) - 
Losses on monetary and exchange rate variations (b) (24,814) - (937,925) (1,073,549) 
Losses on swap and forward transactions (d) - - (964,116) (794,504) 
Loss on fair value adjustment of swap and forward 
derivatives - - (1,452) (2,197) 
Inflation adjustment of provision for tax, civil and labor 
risks and tax liabilities - - (13,822) (22,026) 
Appropriation of funding costs (debentures and notes) (10,153) - (22,671) (37,400) 
Adjustment for hyperinflationary economy (Argentina) - - (13,947) (25,066) 
Debt structuring expenses for acquisition of Avon - - (115,781) - 
Other financial expenses (9,300) - (88,541) (53,492) 

 (48,611) - (2,795,874) (2,639,709) 

     

Financial income (expenses) (40,450) - (840,090) (583,288) 

The objective of the breakdowns below is to explain more clearly the foreign exchange hedging transactions 
contracted by the Company and the related balancing items in the income statement shown in the previous table: 

  Company 

  2019 2018 

(a) Gains on monetary and exchange rate variations 6,801 - 

  Exchange variations of Demand Deposits in foreign currency 6,801 - 

   
(b) Losses on monetary and exchange rate variations (24,814) - 

  Exchange variations of Demand Deposits in foreign currency (24,814) - 

 

  Consolidated 

  2019 2018 

(a) Gains on monetary and exchange rate variations 854,025 477,297 

  Gains on exchange rate variation on loans, financing and debentures 677,462 402,345 
  Exchange rate variation on imports 11,221 6,385 
  Exchange rate variation on export receivables 26,144 42,901 
  Exchange rate variation on accounts payable to subsidiaries abroad 132,397 25,666 
  Exchange variations of Demand Deposits in foreign currency 6,801 - 

   
(b) Losses on monetary and exchange rate variations (937,925) (1,073,549) 

  Losses on exchange rate variation on loans, financing and debentures (768,939) (996,034) 
  Exchange rate variation on imports (33,718) (40,140) 
  Exchange rate variation on export receivables (23,393) (18,323) 
  Exchange rate variation on accounts payable to subsidiaries abroad (86,764) (13,075) 
  Exchange rate variation on financing (297) (5,977) 
  Exchange variations of Demand Deposits in foreign currency (24,814) - 

   
 (c) Gains on swap and forward transactions 961,185 1,323,470 

 Revenue from swap exchange coupons 182,897 170,555 
  Gains from exchange variations on swap instruments 778,288 1,152,915 
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(d) Losses on swap and forward transactions (964,116) (794,504) 

  Losses on exchange rate variation on swap instruments (690,409) (402,708) 
 Financial costs of swap instruments (273,707) (391,796) 

   

29. OTHER OPERATING INCOME (EXPENSES), NET 

 Consolidated 
 2019 2018 

Others operating income, net   
Result on write-off of property, plant and equipment 6,098 1,188 
ICMS-ST (b) 42,336 (27,126) 
Exclusion of ICMS from PIS/COFINS base (g) 52,631 57,242 
PIS/COFINS credit (e) 42,983  -  
Sale of customer portfolio (c) 23,092 16,254 
Tax contingencies 21,402 (706) 
ICMS credit  -  2,290 
Tax credits - taxation change (e)  -  23,677 
Reintrega credits  -  3,058 

Total Other operating income 188,542 75,877 

   
Others expenses operating income, net   
Crer para Ver (a) (36,156) (29,686) 
Initial costs – Costs related to the acquisition of Avon (f) (141,348)  -  
Transformation Plan (d) (51,520) (98,465) 
Other operating expenses (8,829) 12,329 

Total other operating expenses (237,853) (115,822) 

Other operating income (expenses), net (49,311) (39,945) 

a) Allocation of operating profit from sales of “Crer para Ver” line of non-cosmetic products to Natura Institute, specifically directed 
to social projects for developing the quality of education. 

b) Refers to the requirement of ICMS tax substitution, for different states, see details in note 18. During 2019 fiscal year, provisions 
were reversed due to the revision of the likelihood of loss of certain States. 

c) Refers to the revenue from the sale of securities portfolio of customers overcome over 180 days, net of legal costs with lawsuits 
filed by debtors against the company acquiring the portfolio. Proceeds from the sale of portfolio, as well as reimbursement of legal 
costs, are received after write-off of overdue securities. 

d) Expenses related to the implementation of the transformation plan of The Body Shop, which is supported by 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) redesign of the organization. 

e) Tax credits from prior periods related to the change in PIS and COFINS taxation in 2019. 

f) Refers to expenses related to the acquisition process of Avon, of which stand out: expenses with financial structuring (R$108,266), 
legal expenses (R$63,138) and regulatory expenses (R$40,891). 

g) The Company and its subsidiary Indústria e Comércio de Cosméticos Natura Ltda. are currently litigating the non-inclusion of ICMS 
in the PIS and COFINS contributions calculation base. Since 2007, the Company is legally authorized to pay contributions excluding 
ICMS, but the balance ICMS has been provisioned for as Taxes Payable. On September 30, 2017, based on the conclusion from the 
judgment made by the Plenary Session of the Federal Supreme Court on the Extraordinary Appeal, with general repercussion in 
society, which ruled unconstitutional the inclusion of ICMS in the PIS and COFINS calculation base, the Company reverted the tax 
obligation. On December 31, 2019, the Company recognized principal credit of R$52,631, which is no longer a contingent asset, 
arising from the final and unappealable decision (see note 10). 

30. EARNINGS PER SHARE 

30.1. Basic 

Basic earnings per share for the Company are calculated by dividing the net income attributable to the owners of 
the Company by the weighted average of common in outstanding shares, less common shares bought back by the 
Company and held as treasury shares. For the Consolidated basic earnings per share calculation, the accounting 
practice of the predecessor cost is used for the years ended 2019 and 2018, considering the number of shares 
existing at the end of the restructuring. 
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 Company Consolidated 

  2019 2018 2019 2018 

Net income attributable to owners of the Company (147,592) - 155,467 548,379 
Weighted average of common outstanding shares (a) 79,349,716 - 865,660,042 865,660,042 
Weighted average of outstanding common shares 79,349,716 - 865,660,042 865,660,042 

 Basic earnings per share - R$ (1.8600) - 0.1796 0.6335 

(a)  The number of shares and earnings per share already consider the stock split on September 17, 2019 and their 

retrospective effects. 

30.2. Diluted  

Diluted earnings per share is calculated for the Company by adjusting the weighted average outstanding common 
shares supposing that all potential common shares that would cause dilution are converted. For the Consolidated 
diluted earnings per share calculation, the accounting practice of the predecessor cost is used for the years ended 
2019 and 2018 considering the number of shares existing at the end of the restructuring. The Company has only 
one category of common shares that would potentially cause dilution: the stock options, restricted actions and 
strategy acceleration. 

 Company Consolidated 
 2019 2018 2019 2018 

Net income attributable to owners of the Group (147,592) - 155,467 548,379 
Weighted average of outstanding common shares (a) 79,349,716 - 865,660,042 865,660,042 
Adjustment for stock options and restricted shares (a) 8,124,575 - 8,124,575 1,529,528 

Weighted average number of common shares for 
diluted earnings per share calculation purposes 87,474,291 - 873,784,617 867,189,570 

 Diluted earnings per share - R$ (1.6873) - 0.1779 0.6324 

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

On December 13, 2019, after consummation of Natura's corporate transaction of the merger of shares by   the 
Company, as approved at general meetings of those companies held on November 13, 2019 and in accordance 
with its terms, to approve the relationship of participants and the quantities of grantees of restricted shares 
and/or purchase options to participants under each of the Plans, under the same terms and conditions as the 
grants currently having in Natura, respecting the necessary adaptations and adjustments in order to enable the 
migration of such grants to the Company, including with respect to the status of compliance with the conditions 
for full acquisition of such rights(vesting),as if the grants within the Company had been made on the same date 
on which they were made at Natura and were a continuation of the grants originally made at Natura as provided 
for in the respective grants contracts originally signed between each of these participants and Natura, which are 
already migrated and transferred to the Company, in order to continue the grants previously held by such 
participants in Natura. 

At December 31, 2019, a total of 865,660 existing options, were not considered in the calculation of diluted 
earnings per share due to the fact that the exercise price is higher than average market price of the common 
shares during the year ended on those dates, therefore there was no dilution effect. 

31. RELATED-PARTY TRANSACTIONS 

The Natura Institute holds shares in the investment fund Fundo de Investimento Essencial, and on December 31, 
2019 the balance was R$3,766 (R$2,228 on December 31, 2018). 

On June 5, 2012, an agreement was entered into, still present, between Indústria e Comércio de Cosméticos 
Natura Ltda. and Bres Itupeva Empreendimentos Imobiliários Ltda., (“Bres Itupeva”), for the construction and 
lease of processing, distribution, storage (HUB), in the city of Itupeva / SP a distribution center (HUB), in the city 
of Itupeva/SP. In 2019, Bres Itupeva granted its credits to BRC Securitizadora S/A, to which Natura makes monthly 
payments. Mr. Guilherme Peirão Leal and Mr. Pedro Luiz Barreiros Passos, members of the group of controlling 
shareholders of Natura Cosméticos S.A., indirectly hold controlling interests in Bres Itupeva. The amount involved 
in the registered transaction is recorded under “Right of Use” of "Buildings" in the amount of R$44,244 (R$49,136 
under “Builds” of Property, Plant and Equipment as of December 31, 2018). 

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. Guilherme Peirão Leal and Mr. Pedro Luiz Barreiros Passos, members 
of the Natura Cosméticos S.A. control block, indirectly hold shareholding interest in Raia Drogasil S.A. 
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In the period ended September 30, 2019, Natura Cosméticos S.A. and its subsidiary transferred to the Natura 
Institute, in the form of a donation associated with maintenance, the amount of R$1,500 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$23,000 (R$25,289 on December 31, 2018). 

31.2. Key management personnel compensation 

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

 2019 2018 

  Compensation Compensation 

  Fixed Variable 
Total 

Fixed Variable 
 Total 

    (a)     (b)     (a)     (b)   

Board of Directors 22,056 30,919 52,975 13,141 24,860 38,001 
Officers 32,963 42,142 75,105 32,739 68,540 101,279 

  55,019 73,061 128,080 45,880 93,400 139,280 

a) The item “Officers” includes the amount of R$536 referred to the amortization of the Confidentiality and Non-Compete 
Agreement during the fiscal year ended December 31, 2019 (R$1,946 in the fiscal year ended December 31, 2018). 

b) Refers to profit sharing, on an accrual basis, net of reversals, 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 established for board members and 
officers, statutory and non-statutory, in relation to profit sharing.  

31.3. Share-based payments 

Breakdown of the Company officers and executives’ compensation: 

 Grant of options 
 2019 2018 

  
Stock option 

balance 
(number)1 (a) 

Average fair 
value of 

stock 
options1 – R$ 

Average 
exercise 

price1 - R$ (b) 

Stock option 
balance 

(number) 1 (a) 

Average fair 
value of 

stock 
options1 – R$ 

Average 
exercise 

price1 - R$ (b) 

Officers 13,059,677 8.40 16.51 11,156,406 7.47 15.96 

 
 Restricted shares 

 2019 2018 

  
Stock option 

balance (number)1 
(a) 

Average exercise 
price1 - R$ (b) 

Stock option 
balance (number)1 

(a) 
Average exercise 

price1 - R$ (b) 

Officers 1,012,641 19.23 751,794 14.81 

¹ The number of stock options granted, expired and exercised and their respective fair values are shown already 
considering the stock split approved at the Extraordinary Shareholders Meeting held on September 17, 2019. 

a) Refers to the balance of the options and restricted shares ripe ("vested") and mature ("unvested"), not carried out, at the 
balance sheet dates. 

b) 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. 

32. COMMITMENTS 

32.1. Contracts related to supply of inputs 

The subsidiary Indústria e Comércio de Cosméticos: 

➢ Agreements that started in 2017 and effective up to 2019, with the value of Megawatts/h between R$177 
and R$302.  

➢ Agreements that started in 2018 and effective up to 2020, with the value of Megawatts/h between R$265 
and R$363. 

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

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

 2019 2018 

Less than one year 17,918 1,268 
Between one and five years 13,160 4,940 

Total 31,078 6,208 

33. INSURANCE  

The Group has an insurance policy that considers principally risk concentration and materiality, taking into 
consideration the nature of its activities and the opinion of its insurance advisors. As of December 31, 2019, 
insurance coverage is as follows: 

  Amount insured 

Item Type of coverage 2019 2018 

Industrial complex and 
administrative sites 

Any damages to buildings, facilities, inventories, and 
machinery and equipment 

2,322,801 2,269,660 

Vehicles Fire, theft and collision for 818 vehicles (936 in 2018) 212,027 204,329 

Loss of profits 
No loss of profits due to material damages to facilities 
buildings and production machinery and equipment 

1,582,000 1,409,278 

Transport Damages to products in transit 32,309 31,193 

Civil liability 
Protection against error or complaints in the exercise of 
professional activity that affect third parties 

532,510 514,430 

Environmental liability 
Protection against environmental accidents that may result 
in environmental lawsuits  

30,000 30,000 

34. ADDITIONAL STATEMENTS OF CASH FLOWS 

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

 Consolidated 
 2019 2018 

Non-cash items   
Hedge accounting, net of tax effects 70,569 51,165 
Dividends and interest on equity declared and not yet paid 110,671 111,449 
Net effect of acquisition of property, plant and equipment and intangible assets 
not yet paid (18,645) 6,797 

35. SUBSEQUENT EVENTS 

a) Acquisition of Avon Products Inc. 

On January 3, 2020, Nectarine Merger Sub II was incorporated by Avon (the "First Incorporation"), and Nectarine 
Merger Sub I was subsequently incorporated by Natura &Co (the "Second Incorporation" and, together with the 
First Incorporation, the "Incorporations"). With the result of The Mergers, Avon become a direct wholly owned 
subsidiary of Natura &Co and Common Share of Avon issued and in circulation immediately before the 
consummation of the Operation was converted and paid. 

On the same date Natura and Natura &Co informed the market to (i) satisfaction of the suspensive conditions 
provided for in the Protocol and Justification for Incorporation and the Agreement and Plan of Mergers; (ii) the 
exchange ratio of the incorporation of 0.600 (zero decimal six) common shares issued by Natura &Co or 0.300 
(zero decimal three) American Depositary Receipts ("ADR") of Natura &Co (each ADR representing 2 common 
shares of Natura &Co), at the discretion of each shareholder, in each case, in place of each (1) common share of 
issuing nectarine Merger Sub I, Inc. held immediately before the incorporation; (iii) the capital increase, by issuing 
321,830,266 common shares of Natura &Co, by the total subscription price of R$ 10,376,920,792.08 (ten billion, 
three hundred and seventy-six million, nine hundred and twenty thousand, seven hundred and ninety-two reais 
and eight reais and eight cents), corresponding to R$ 32.2434583951753, of which R$ 10.5575709394641 were 
allocated to the share capital account and the remainder, in the amount of R$ 21.6858874557113 per share, was 
allocated to the capital reserve account.  

Nectarine Merger Sub I, Inc shareholders (which in turn were Avon shareholders.) became holders of common 
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shares representing approximately 27.1% of Natura &Co's total and voting capital, while Natura &Co shareholders. 
immediately before the merger consummation remained holders of common shares representing approximately 
72.9% of Natura &Co.'s total and voting capital, on fully diluted bases, and the Company's share capital changed 
to R$ 4,883,182,328.04, divided into 1,187,490,208 common, nominative and nominal valued shares. 

After the conditions for the Transaction close were reached, and through a series of restructurings between these 
entities, there was a business combination between Natura &Co and Avon, with Natura &Co being the acquirer.  

Transaction costs incurred up to the transaction close on January 3, 2020, by Natura, are approximately R$ 112 
million. These are not considered components of the consideration transferred and were recognized as expenses 
in the periods in which the costs were incurred. 

The following table summarizes the preliminary calculation of the consideration transferred on January 3, 2020. 

 
In millions of R$, except 
for the number of shares 

Number of Avon common shares outstanding 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  

Consideration in the issue of shares 13,195 

Adjust the estimated cash consideration (*) 171 

Estimated consideration to be transferred 13,366 

(*) Adjusted to include the effects of eventual replacement and settlement of share-based payment plans. 

Natura &Co is analyzing the allocation of the consideration transferred by the Transaction and has prepared a 
preliminary allocation as shown in the table below. Regarding the contingent liabilities assumed, the amount 
shown in the table below corresponds to the historical amount of the contingencies recorded, since our 
preliminary assessment has not been completed. The analysis will be based on the IFRS 3 accounting standard 
(paragraph 23) in which a contingent liability is recognized on the acquisition date of the transaction provided 
that: (i) it represents a present obligation arising from past events and (ii) can be reliably measured. 

The following table summarizes the preliminary allocation of the consideration transferred on January 3, 2020. 

 In millions of R$ 

Total estimated consideration to be transferred: 13,366 
(-) Fair value of acquired assets:  

Cash and cash equivalent 2,636 
Accounts receivable 1,135 
Inventories 1,942 
Other current assets 1,055 
Assets held for sale 185 
Property, plant and equipment 2,884 
Income tax and deferred social contribution 667 
Assets of right of use 580 
Other non-current assets 475 
Judicial deposits 284 
Recoverable taxes 516 
Employee benefit plan 553 
Intangible 5,709 

(+) Fair value of liabilities assumed:  
Current Liabilities 6,094 
Provision for contingencies 651 
Long-term debt 7,082 
Leasing 586 
Deferred taxes 672 
Other liabilities 809 

(-) Net Assets 2,727 
  

Non-controlling interest 28 
 

 

Goodwill 10,667 
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The above goodwill is attributable to the strong market position and geographic regions and will result in a more 
diversified and balanced global portfolio, as well as future expected profitability and operational synergies such 
as supply, manufacturing, distribution and efficiency of the administrative structure and revenue growth. 

36. APPROVAL OF FINANCIAL STATEMENTS  

The Company’s financial statements were approved by the Board of Directors and authorized for issue at the 
meeting held on March 05, 2020. 
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Message from the Board of Directors

Antonio Luiz da Cunha Seabra, Guilherme Peirão Leal, 
Pedro Luiz Barreiros Passos (co-chairmen) and 
Roberto de Oliveira Marques (executive chairman)

Areport such as this is, by definition, a journey 
through time. Delimited by projects, facts, 
actions and results achieved over the course 

of 12 months, it is underpinned by the unalterable 
past and by the future that beckons. As such, the 
situations described and the numerical expressions 
in it dialogue with what has been and present that 
which will be. For Natura, 2019 will go down as 
one of its most unforgettable years, in which we 
celebrated many achievements.

The first of these is the 50th anniversary of a 
company built in collaboration with millions of 
people, who believed in a dream that seemed 
unreachable. The paradox we have lived through 
is remarkable when compared with the predatory, 
insensitive and alienated nature of certain aspects 
of modern life. Natura developed by discovering 
meaning and disseminating purpose through its 
commitment to pursue happier individual lives and 
a fairer society, to preserve the planet... In short, to 
create a better world. Our union with Aesop and The 
Body Shop in recent years represented unequivocal 
signs of our international expansion beyond Latin 
America. Under the umbrella of the Natura &Co 
group, we united di�erent identities and business 
models, brought together by strong purpose, 
activism and ethical principles.

In May 2019, we announced the historical agreement 
to acquire Avon, which was concluded in January 
2020. This 134 year-old company, which invented 
the direct selling model in cosmetics and is one 
of the best known brands on the planet, is now 
part of Natura &Co. This acquisition has expanded 

the group’s reach to 200 million customers in 100 
countries. In addition to a myriad of new business 
opportunities, it also opens up the possibility to 
extend advocacy for the causes we hold dear – now 
with louder and more powerful voice particularly in 
the fight for women’s rights, lending due value to 
their participation in the construction of society.

Natura &Co and Avon embody the transformational 
power of the positive cultivation of human 
relationships, the basis of the direct selling 
phenomenon, now reaching 6 million people, 
hungry for better business opportunities, personal 
development, knowledge and greater self-esteem 
– both for themselves and for their circle of
relationships. This strength is further boosted by all
the advances implemented in Natura’s commercial
model, including heightened digital capabilities and
a multichannel experience for our customers. In a
2019 full of celebrations no energy was spared, in
concluding Natura &Co´s transformation process,
to reinvigorate The Body Shop and to further boost
Aesop’s significant growth trajectory.

At 50, we are at the apex of a generous cycle. In 
parallel, with Avon at our side, we are initiating an 
exciting new chapter. Now significantly larger, we 
have taken on the challenge of being the best for the 
world at a time when, more than ever, companies 
are expected to be agents of change – a trait 
which constitutes the basis of the DNA of all our 
companies.

In unfortunate counterpoint to our brilliant year, 
the world witnessed a number of serious, life-

Celebrating the times we live in

threatening events. Particularly the fires that a�ected 
the Amazon and Australia. So distant geographically, 
and with distinct causes, these phenomena are 
examples of the resulting tragedy of climate change. 
Regardless of the fact that the a�ected regions are of 
great importance to Natura and to The Body Shop, 
which maintain close relationships with communities 
in the Amazon, and to Aesop, founded in Melbourne 
and present in various cities in Australia, these 
episodes are a glaring reminder that life on the planet 
is ever more vulnerable.

It is time for companies, governments and civil 
society to adopt clear positions and take on 
responsibilities. It is in this context that, in July, Natura 
&Co became one of the first companies to join the 
Business Ambition for 1.5ºC, a UN Global Compact 
commitment aimed at limiting global temperature 
rise. In line with this commitment, the organisers 
of the World Economic Forum urged companies 
participating in the 2020 edition, held in Davos, 
to eliminate their carbon emissions by 2050. This 
surprising rise in awareness has lifted our spirits and 
confirmed that Natura &Co are ahead of the curve 
when it comes to generating a positive impact.

 “The sunrise is slow, but it advances”, a poet once said. 
Having faith in the increasing global solidarity, we plan 
to continue to run our companies. Contemplating 
the past, we are proud of the way that these four 
businesses, traveling parallel paths, developed and, in 
due time, encountered each other. Looking ahead, we 
are profoundly optimistic about the prospects for a 
group in which each brand preserves its identity and 
manifests its essence, while demonstrating the power 
of its strengths. This sum of energies will certainly be 
fundamental in our pursuit of building the best beauty 
company FOR the world. n

Message from the CEOs

Distinct identities, a common purpose
Angela Cretu (Avon), David Boynton (The Body 
Shop), João Paulo Ferreira (Natura &Co Latin 
America) and Michael O’Kee�e (Aesop)
2019 was a year of transformation, in 
which we laid the foundations for our 
next 50 years. We established Natura 
&Co as a platform for companies 
committed to generating positive 
impact, through innovative business 
practices. We also took the first steps 
in welcoming Avon into our family.

We saw robust performance, 
demonstrating the enormous capacity 
this union has to generate value. We 
learned, throughout the year, that 
together we are stronger and more 
creative, and that we can have a 
louder and more powerful voice and 
be heard even farther afield, especially 
when we need to act in the face of 
global challenges, such as the climate 
crisis. We also built knowledge and 
worked collaboratively, reinforcing the 
interdependencies of our businesses 
while still honoring their autonomy. 
Natura became responsible for 
The Body Shop's operations in Latin 
America, to leverage local results 
through its regional know-how. At 
the same time, through The Body 
Shop's global franchise model, Natura 
launched in Malaysia, expanding its 
geographical presence to 10 countries.

Natura celebrated its 50th anniversary 
reinforcing its essence to consumers 

and consultants. By inviting everyone 
to create beauty, it hopes to leverage 
the power of society as an agent of 
change, at a time when there is a 
need for dialogue in order to build 
the society we want for the future. 
Natura maintained its leadership 
position in the cosmetics market in 
Brazil and is the preferred brand for 
consumers in four of the six countries 
in which it operates directly in Latin 
America. Natura´s Carbono Neutro 
Program was awarded the United 
Nations' Global Climate Action 
Award, recognizing the company as 
one of the world's leading players in 
combating climate change.

2019 was another important year 
for The Body Shop as it continues its 
transformation journey; putting its 
purpose to work to “fight for a fairer 
and more beautiful world.” A highlight 
was joining the growing community 
of B-Corp companies united in 
driving positive change.  

The Body Shop's brand rejuvenation 
program saw its new concept store 
open in London, creating a much 
more experiential, sustainable 
space for customers to engage with 
products and learn about its activist 
focus. The Body Shop will strengthen 

our sustainability credentials by 
rolling out this concept more broadly 
in 2020, along with new refill stations. 
The Body Shop will also ramp up 
its Community Fair Trade recycled 
plastic initiative, designed to tackle 
the plastic crisis di�erently through a 
social mobility partnership with waste 
pickers in India.  

Aesop ended the year in a 
strong position, with numerous 
achievements to note. Despite 
challenging trade conditions linked to 
socio-political factors, our retail and 
digital sales saw healthy increases and 
we achieved commercial goals that 
were almost unimaginable just a few 
years ago. 

2019 was a pivotal year in Aesop’s 
transformation into a triple 
bottom line business. Our e�orts 
in sustainable packaging design, 
company-wide volunteering, 
community product donations, 
employee engagement and 
development of the Foundation have 
really moved the dial in our aim to 
care for each other and the world 
around us.  

Looking ahead, the possibilities for 
cooperation within Natura &Co 
will grow exponentially with the 

arrival of Avon, with its millions of 
representatives and customers, 
and thousands of associates 
worldwide. We hope to create the 
ideal environment to transform 
Avon’s business and increase the 
positive impact for women around 
the world, in a new chapter in its 
history. As part of the Natura &Co 
family, Avon will work to inject new 
energy into its iconic brand, deepen 
the digitalization of its business and 
expand the possibilities of its network. 

At the same time, Natura &Co gains 
a louder voice to defend its causes, 
including women's empowerment, 
climate crisis, cosmetics free from 
animal testing and cooperation with 
local communities.

Understanding the challenges 
and opportunities imposed by 
the 21st century on a group with a 
significantly broader scale requires 
a di�erent type of leadership; one 
that is more representative, engaged 
and committed to positive impact. 
We begin 2020 thrilled by what 
the future holds. We know that the 
lessons learned on this journey will 
be enormous, but together we are 
confident that we will find a common 
path towards a more prosperous and 
fairer future. n
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Natura & Co is a purpose-driven group made up of four iconic beauty companies: Avon, Natura, The Body Shop and Aesop. We are a global leader in the direct-to-consumer 
relationship, present in more than 100 countries, across all continents. We are united around a better way of living and doing business and committed to generating positive 
economic, social and environmental impact.

2019 performance Strategy
The acquisition of Avon, announced in May 2019 
and concluded in January 2020, created the fourth 
largest pure-play beauty group in the world. 
Providing a complementary portfolio of products 
to 200 million customers through over 6.3 million 
Consultants and Representatives, 3,500 stores and 
digital platforms.

The synergies to be gained, which are estimated to 
reach an annual level of between US$ 200 million 
and US$ 300 million in three years, will allow us to 
invest in the expansion of each brand, particularly 
in areas such as research and development, 
digitalization and marketing.

In Latin America, where our businesses have 
poasted a strong performance, the new group 
structure will allow us to leverage our combined 
presence in households through the region, while 
expanding the number of entrepreneurs who sell 
both Avon and Natura products.

During the course of 2019, Natura, The Body Shop 
and Aesop made important progress in sharing 
expertise and know-how in experiences, processes 
and innovations through our Sustainability, Retail 
and Digital Networks of Excellence.

We also held our fi rst strategic group retreat, 
during which Natura &Co's Board of Directors, 
and company leadership met to discuss the 
development of the businesses as well as the global 
macro environment, setting integrated group goals 
over the coming years.

With the arrival of Avon, Natura &Co will have 
a louder and more powerful voice with which 
to advocate for our causes, including women's 
empowerment, climate action, the banning of 
animal testing in cosmetics and local community 
development.

About us

AVON
Founded in the United States 
in 1886, Avon joined Natura 
&Co in January 2020. Its 
products are sold primarily 
to women, through women: 
there are over 5 million 
representatives in more than 
55 countries. Avon supports 
women's empowerment, 
entrepreneurship and well-
being and has donated over 
$1 billion to women's causes.

NATURA
Natura is a Brazilian company 
that completed 50 years 
in 2019. It has 1.7 million 
consultants in direct sales, in 
addition to 490 stores (owned 
and franchised) and a growing 
online platform. It is known 
for the way it integrates 
sustainability into its business 
model - it was the first publicly 
traded company to become a 
B Corp in 2014.

THE BODY SHOP
Founded in 1976, The Body Shop 
became a certifi ed B Corp™ in 2019. 
The Body Shop seeks to make positive 
change in the world by o� ering high-
quality, naturally-inspired products 
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 
3,000 retail locations (owned and 
franchised) in more than 70 countries.

AESOP
Aesop was established in Melbourne, 
Australia in 1987 and is now present 
in over 23 countries, with more than 
240 unique stores worldwide. Fiercely 
independent from the outset, Aesop is 
renowned for products created with 
meticulous attention to detail and 
sensory pleasure in mind. Since the 
inception of the Aesop Foundation 
in 2016, it has supported over 30 
not-for-profi t literacy and storytelling 
initiatives in Australia.

NATURA
• 13th consecutive quarter of growth in consultants' productivity.
• 1.8 million hectares in the Amazon conserved.
• Inauguration of the new store concept, across 20 points of sale.
• Relaunch of Mamãe e Bebê, Tododia and Una and launch of Lumina, a new hair line, with proprietary technologies.
• Inauguration of Mexico Distribution Center, the largest investment outside Brazil.

AESOP
• Launch of recycled PET bottle for 500ml and 50ml packaging.
• More than 20 thousand hours of volunteer work carried out by employees.
• Global expansion of “Aesop Life”, promoting well-being and health of for employees.
• Process initiated for B Corp certifi cation, expected in 2020.
• Opening of Aesop Melbourne Airport, its fi rst permanent travel retail store. 

THE BODY SHOP
• Achieved B Corp certifi cation, reinforcing our commitment to ethics and sustainability.
• Opened a new store concept in London, with refi ll station.
• Rekindling of our activist spirit.
• Launched Community Fair Trade recycled plastic which sources plastic from marginalised waste pickers in 

India to improve their lives.
• Moved our global headquarters to a more agile, sustainable space in London Bridge.
• Partnered with Plan International, donating £250,000 to girls’ education as part of our Dream Big campaign.

DISTRIBUTION 
OF DIVIDENDS
On November 1, 2019, Natura Cosméticos S.A., 
now a Natura &Co Holding subsidiary, announced 
the distribution of interests on capital (“IOC”) in 
the amount of R$ 110.7 million to its shareholders, 
corresponding to R$0.12784527353 per share, 
relating to the period from January 1 through 
October 31, 2019. Shares began trading “ex-IOC” 
on November 7, 2019, and the corresponding 
payment occurred on February 26, 2020. This 
distribution was equivalent to  the mandatory 
minimum dividend payable by Natura 
Cosmeticos,as per its by-laws.  

2019 ECONOMIC, SOCIAL AND ENVIRONMENTAL HIGHLIGHTS:

Governance
The Natura &Co corporate governance structure 
underwent a series of alterations in 2019 following 
the Avon acquisition.

The all-share transaction, concluded in January 2020, 
resulted in the creation of the Natura &Co Holding 
Company, which took over full control of both Avon 
and Natura Cosméticos S.A., which in turn controls 
Aesop and The Body Shop. The incorporation 
of Natura Cosméticos shares was concluded on 
December 17, 2019, following shareholder approval in 
an Extraordinary General Meeting. As a result, Natura 
Cosmeticos shareholders received shares issued 

by Natura &Co, under the NTCO3 ticker symbol. In 
January 2020, Natura &Co also began trading on the 
New York Stock Exchange through ADRs (American 
Depositary Receipts).

In line with the new group structure the composition 
of the Board of Directors was altered, with the 
appointment of three new members, formally from 
the now disbanded Avon Board: Nancy Killefer, 
former senior associate at McKinsey & Company; 
Andrew G. McMaster Jr., former executive vice 
president of Deloitte & Touche LLP; and W. Don 
Cornwell, former Lead Director of the Avon 
Board and former CEO of Granite Broadcasting 
Corporation. Earlier in 2019, Ian Bickley joined the 
board, bringing to the group his in-depth knowledge 
of the dynamics of the Southeast Asian markets.

Silvia Lagnado stepped down from the Board 
in February 2020 following her appointment to 
the Group Operations Committee (GOC). Her 
replacement will be announced in due course. 

The Board is copresided by Luiz Seabra, Guilherme 
Leal and Pedro Passos. Roberto Marques, executive 
chairman of the Board, continues to lead the GOC, 
in addition to taking on expanded responsibilities 
as group CEO. The GOC is comprised of CEOs of 
the business units: Angela Cretu, CEO of Avon; João 
Paulo Ferreira, CEO of Natura &Co Latin America 
(responsible for Natura, as well as operations of the 
four brands in Latin America); David Boynton, CEO 
of The Body Shop, and Michael O’Kee� e, CEO of 
Aesop. Representatives of key areas, such as fi nance, 
operations and legal are also members of the GOC.

Faced with a challenging conjuncture in various regions in which we operate, Natura &Co successfully generated solid 
results in the economic, social and environment spheres during the course of 2019. “The achievements over the year 
demonstrate the power of the purpose-driven group that we are creating, which gained yet another powerful lever with 
the arrival of Avon. We are on the right track towards building not only the best beauty group in the world, but also the 
best beauty group for the world”, states Roberto Marques, executive chairman of the Natura &Co Board of Directors and 
the group’s CEO.

During the year, we saw strong sales and income performance, driven by the growth of all businesses during the period. 
Consolidated net revenue was R$ 14.4 billion1, growing 7.8% compared to the same period last year. Natura &Co’s 
adjusted2 Ebitda in 2019 was R$ 2.0 billion, while consolidated net income reached R$ 190.9 million. 

At Natura, the ongoing development of the commercial model continues to deliver excellent results, now also available in 
Colombia, Mexico and Argentina. Growth in net revenue in 2019 was 6.7% compared with 2018. Additionally, Natura was 
recognised as a global leader in the fi ght against climate change, receiving the United Nations Global Climate Action Award.

The Body Shop net revenue increased by 6.3% in 2019, particularly in the United Kingdom, demonstrating the recovery of brand 
positioning in its largest market, and in Australia, due to the good performance of its The Body Shop At Home business model. 

Similarly, Aesop showed signifi cant expansion, with a 22.5% increase in net revenue in 2019, driven by the opening of 
20 exclusive signature stores during the year and higher sales across digital channels, particularly in Asia.

Natura &Co also stepped up its commitment to set a new level of climate ambition, and made its fi rst socioenvironmental 
commitment as a group by signing the "Business Ambition for 1.5°C: Our Only Future" campaign. As part of this 
commitment, Natura &Co pledged to limit its contribution to global temperature rise to 1.5°C above pre-industrial levels 
and reaching net-zero emissions by no later than 2050.  

SUBMISSION TO THE MARKET 
ARBITRATION CHAMBER
The Company, its shareholders, 
o²  cers, 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 KPMG Auditores 
Independentes. Company 
policy regarding contracting 
services not related to external 

audit is aimed at evaluating the 
existence of confl icts 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, 2019, consulting 
services were contracted in 
the amount of R$ 5.2 million, 

corresponding to 26.2% of the 
value of the total independent 
audit services contracted 
during the aforementioned 
fi scal year. Regarding these 
non-audit related services, 
KPMG declared to the 
Company that there was no 
link or situation that might 
constitute a confl ict of interest 
which would impede the 
independent execution of its 
activities as auditor for the 
Company.
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1For purposes of comparison, the results in this press release exclude the IFRS 16 new accounting standard for lease agreements. The reported results, including the impacts of IFRS 16, are disclosed in the company’s fi nancial statements
2 Adjusted results exclude e� ects that are not considered recurring not comparable between the periods under analysis.



 

 

 

*For comparison purposes, Q4 and 2019 results and analyses in this report exclude the effects of IFRS 16. In section 5 of this report we present the reported results, including the impacts of IFRS16. 

1 Adjusted: Excluding effects that are not considered recurring nor comparable between the periods under analysis.   
 

 

São Paulo, March 5, 2020. 

Q4-19*: Strong revenue growth across all businesses, double-digit growth in adjusted EBITDA  
and solid cash generation, with further deleveraging 

 
Avon acquisition completed ahead of schedule  

pure-play beauty company  
 

• Consolidated net revenue growth in all businesses: R$4.7 billion in Q4, up by a strong 7.3% and 7.8% in FY19. At constant 

currency, net revenue grew 6.1% in Q4 and 7.0% in FY19. 

o Natura: Net revenue in BRL+5.1% (+9.3% at constant currency). Brazil net revenue rose by 3.0% against a strong 

comparable base (growth of 11.2% in Q4-18). Sales increased in all channels despite a weak CFT market, maintaining 

market leadership. Latam s net revenue grew 10.6% in BRL (+28.9% at constant currency), driven by strong fundamentals 

of higher volumes, a growing consultant base, higher productivity and above-inflation growth in Argentina. In 2019, 

Natura net revenue in BRL +6.7% (+9.4 at constant currency).  net revenue grew 4.0% and Latam grew 13.5% in 

BRL (+23.9% at constant currency). 
 

o The Body Shop: Net revenue increased 6.7% in BRL in Q4 (-1.2% at constant currency), with 24 net closures of own stores 

in 2019 and ongoing sales deceleration in Hong Kong. Excluding Hong Kong, constant currency net revenues grew 0.4%, 

supported by own-store LFL growth of 1.4%. Growth was driven by Australia and the UK, up 14.0% and 5.4% respectively, 

on the back of retail sales increase and strong double-digit growth in At-Home channel. In 2019, net revenue grew 6.3% 

in BRL and 0.9% at constant currency (+2.4% excluding Hong Kong).   
 

o Aesop: Strong double-digit net revenue growth of 25.7% in BRL in Q4, up 13.4% in constant currency, accelerating vs. the 

two previous quarters, driven by strong growth in the Americas and Asia (despite Hong Kong) and in digital sales. 

Signature stores continued their strong growth with LFL sales up 7.0% in Q4 and 8.0% in the year. In 2019, net revenues 

rose 22.5% in BRL (+12.3% at constant currency). Excluding Hong Kong, growth in constant currency would have been 

17.0% in Q4 and 15.8% in 2019.  

 

• EBITDA of R$744.5 million in Q4, with margin of 16.0%, mainly reflecting non-recurring Avon-related acquisition costs of R$37.5 

million. Adjusted1 EBITDA reached R$816.7 million, with margin of 17.6% (+80 bps). In 2019, EBITDA reached R$1,905.0 million, with 

margin of 13.2% (-60 bps), and adjusted EBITDA stood at R$1,993.7 million, with stable margin of 13.8%.       

o Natura: Brazil  adjusted margin was 20.5% (+100 bps), thanks to higher gross margin, while Latam EBITDA margin 

was 10.7% (+10 bps). 2019 adjusted EBITDA margin of 17.9% (-30 bps) in Brazil, and 13.0% (-60 bps) in Latam. 
 

o The Body Shop: Adjusted Q4 EBITDA margin was 18.4% (+20 bps), impacted mainly by Hong Kong. In 2019, adjusted 

EBITDA margin reached 11.3% (+90bps). Excluding Hong Kong, adjusted EBITDA margin would have been 18.9% in Q4 and 

11.5% in 2019.  
 

o Aesop: Very strong EBITDA margin growth: 27.5% (+360 bps) in Q4 and 17.4% (+210 bps) in 2019. 

 

• Underlying Operating Income in Q4 reached R$641.2MM, an increase of 18.2% in the quarter. Net income of R$14.3 million 

in Q4, including non-cash, non-recurring effects of R$206.6 million related to corporate restructuring tax and non-recurring 

Avon acquisition costs of R$104.2 million. In 2019, Underlying Operating Income reached R$1,370.0 million, an increase of 5.7%, 

over prior year. Net income of R$190.9 million in 2019, including the same non-cash, non-recurring effects of R$206.6 million 

related to corporate restructuring tax and non-recurring Avon acquisition costs of R$207.6 million.  

 

• Strong cash generation: R$ 802.6 million in Q4-19 (+13.2%). Further deleveraging: Net debt-to-EBITDA ratio reduced to 2.41 

times, from 2.71 times in Q4-18.  

 

• Natura &Co successfully completed the Avon acquisition, creating a leading direct-to-consumer group with a portfolio of 

iconic brands. Closing ahead of schedule on January 3, 2020 and trading of ADRs (NTCO) on NYSE began on January 6.   

 

• New sustainability advances: Natura is the first beauty company in Brazil to obtain the Green Patent from INPI, for the use of 

residue assets from Brazilian biodiversity as production inputs; The Body Shop won Ethical Corporations Plastics Innovation 

award for its Community Fair Trade program; Aesop recovered 146 tons of waste across its operations. 
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Management commentary:  

Roberto Marques, Natura &Co Group CEO and Executive Chairman of the Board of Natura &Co declared:  

 make 

significant progress in building a multi-brand, multi-channel, purpose-driven group that has now become the 

-largest pure play beauty company. 

We are very pleased with our performance in Q4, which also marks the first reporting of Natura &Co Holding 

S.A., the newly-formed Group parent company designed to integrate Avon and position us for future growth. 

Our performance adjusted EBITDA 

and Underlying Operating Income accelerated in the fourth quarter, with stronger cash generation. Our results 

continue to demonstrate our ability to serve an ever-increasing number of customers across price points and 

distribution channels. Natura posted further growth while evolving its Relationship Selling model and 

multichannel strategy; The Body Shop continued to successfully implement its ongoing transformation plan 

of solid double-digit growth. This solid performance puts us on track to achieve our medium term targets. 

The year 2019 was of course marked by the announcement of our acquisition of Avon, which we successfully 

closed ahead of schedule just after the New Year. With this transaction, we are taking another 

transformational step, creating a leading direct-to-consumer global beauty group with unparalleled reach 

and a unique portfolio of global brands. We announced a new organizational structure to ensure a successful 

integration and leverage the full capabilities of the Group. We continue to see major growth opportunities and 

potential to unlock significant synergies. 

The year also saw the group make further advances in its sustainability agenda, in line with our triple bottom 

rbon emissions, won 

fight climate change. The Body Shop became a B-Corp, joining Natura and a select group of companies that 

promote changes in society through ethical and sustainable business activities. And Aesop, which is also on the 

path to B-Corp certification, continued its progress towards a Circular Economy through initiatives to reduce 

plastic consumption. 

With Avon, we are creating a group that is even more committed to making positive social, economic and 

environmental impact, with a stronger voice to advocate for causes that matter to us. Together, we have 

started our journey to build not the best beauty company in the world, but the best beauty company FOR the 

world.  

Natura &Co is monitoring the coronavirus situation closely and taking measures to ensure the safety and well-

being of its associates and partners. The situation is evolving daily, but at this stage it has not had a material 

impact on our business, partly due to our lower exposure than our peers to Asia, and we are working to mitigate 

any potential supply chain impacts.  

We look forward to sharing more about our plans and goals and progress on the integration of Avon, which is 

 

 

 Distribution:  

Natura &Co Group distributed interest on equity ) in the amount of R$110.7 million, corresponding to 

R$0.1278 per share, relating to the fiscal year 2019, paid on February 26, 2020, in line with prior- year payments. 
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1. Results analysis 
Fourth quarter and 2019: 

 
corporate restructuring process started on May 22, 2019, with the purpose of concluding the merger of Avon 

a 100% interest in Natura Cosméticos S.A., 
and therefore, the 2019 results and analyses presented in this report reflect Natura &Co Group results (which 
include Natura, The Body Shop and Aesop), as well as the effects related to the corporate restructuring acts 
recorded at the holding company, unless stated otherwise. For comparison purposes, the 2018 amounts 
presented in this report refer to Natura Cosméticos S.A., considering that the controlling shareholders were 
the same in both periods, in line with the adoption of predecessor basis accounting. For further details please 
refer to the explanatory note 1 financial statements.  

As of January 1st, 2019, a new accounting standard for leases was adopted, IFRS 16, without restating the 
comparable periods. For purposes of comparison, the results and analysis related to Q4-19 and FY 2019 in this 

excludes other effects that are 
not considered recurring nor comparable between the periods under analysis.  In section 5 of this document 
we present the impacts of IFRS 16 and in section 6 we present our reported results, including these impacts. 

Our consolidated results by brand and business unit are shown below:    

 

Pró-Forma

Q4-19
 d Q4-18 Ch. % Q4-19

 d Q4-18 Ch. % Q4-19
 d Q4-18 Ch. % Q4-19

 d Q4-18 Ch. %

Gross Revenue 6,432.6 6,112.0 5.2 3,785.8 3,631.6 4.2 2,145.4 2,083.0 3.0 501.4 397.4 26.2

Net Revenue 4,652.0 4,335.6 7.3 2,762.5 2,629.3 5.1 1,436.8 1,346.2 6.7 452.7 360.0 25.7

COGS (1,292.6) (1,264.0) 2.3 (916.8) (885.2) 3.6 (330.9) (337.2) (1.9) (44.9) (41.6) 8.0

Gross Profit 3,359.4 3,071.6 9.4 1,845.7 1,744.1 5.8 1,105.9 1,009.0 9.6 407.8 318.5 28.1

Selling, Marketing and Logistics Expenses (2,029.3) (1,785.9) 13.6 (1,114.3) (1,042.0) 6.9 (697.7) (627.4) 11.2 (217.4) (116.4) 86.7

Administrative, R&D, IT and Projects Expenses (650.1) (703.6) (7.6) (378.2) (365.9) 3.3 (185.3) (200.0) (7.4) (86.6) (137.6) (37.1)

Corporate Expensesb (38.8) (39.7) (2.2) -             -             - -             -             - -             -             -

Other Operating Income/ (Expenses), Net (0.0) 37.3 - 21.3 32.9 (35.2) (20.4) 2.1 - (0.9) 2.3 -

Acquisition Related Expensesc (37.5) -             - -             -             - -             -             - -             -             -

Transformation Costs (18.7) (36.1) (48.2) -             -             - (18.7) (36.1) (48.2) -             -             -

Depreciation 159.5 171.0 (6.7) 92.6 90.6 2.3 45.4 61.3 (25.8) 21.5 19.2 11.8

EBITDA 744.5 714.6 4.2 467.2 459.7 1.6 229.3 208.8 9.8 124.4 85.9 44.8

Depreciation (159.5) (171.0) (6.7)

Financial Income/(Expenses), Net (251.7) (107.6) 134.0

Earnings Before Taxes 333.3 436.0 (23.6)

Taxes on Holding Company constitution (206.6) -             -

Income Tax and Social Contribution (112.4) (54.2) 107.3

Consolidated Net Income 14.3 381.7 (96.3)

Gross Margin 72.2% 70.8% 1.4 pp 66.8% 66.3% 0.5 pp 77.0% 75.0% 2.0 pp 90.1% 88.5% 1.6 pp

Selling, Marketing and Logistics Exp./ Net Revenue 43.6% 41.2% 2.4 pp 40.3% 39.6% 0.7 pp 48.6% 46.6% 2.0 pp 48.0% 32.3% 15.7 pp

Admin., R&D, IT, and Projects Exp./ Net Revenue 14.0% 16.2% (2.2) pp 13.7% 13.9% (0.2) pp 12.9% 14.9% (2.0) pp 19.1% 38.2% (19.1) pp

EBITDA Margin 16.0% 16.5% (0.5) pp 16.9% 17.5% (0.6) pp 16.0% 15.5% 0.5 pp 27.5% 23.9% 3.6 pp

Net Margin 0.3% 8.8% (8.5) pp - - - - - - - - -

a Consolidated results include Natura, Aesop, The Body Shop as well as the Natura subsidiaries in the U.S., France and the Netherlands.

b  Expenses related to the management and integration of the Natura &Co group
c  Avon acquisition-related expenses, reported in the consolidaded Profit and Loss
d  Excluding IFRS 16 impacts

The Body Shop

Profit and Loss by Business 

Aesop
R$ million

Consolidateda Natura
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A reconciliation between consolidated EBITDA and consolidated adjusted EBITDA is shown below:    

 

(1) Tax credits, recoveries and provision reversal: Tax credits related to previous years, tax recoveries 

related to ICMS taxes applied to the base of PIS and COFINS, and ICMS provision reversal 

(2) Avon acquisition-related expenses: Non-recurring costs associated with Avon acquisition, mainly 

related to professional fees and planning costs   

(3) The Body S

transformation plan, as previously announced by the group, with impact on EBITDA 

(4) Non-recurring intangible assets write-off at The Body Shop, related to agreements with sub-

franchisees in Brazil.  

 

Consolidated net revenue growth in Q4 and 2019 

Q4-19 consolidated net revenue in BRL grew by 7.3% year-on-year, driven by all three businesses. At Natura, 

net revenue in Brazil grew 3.0% in Q4-19, despite a weak CFT market and a very challenging comparable base 

(Q4-18 revenue grew 11.2%, the highest Q4 growth since 2010), with growth in all channels. In Latam, revenue 

grew 10.6% in BRL (+28.9% at constant currency), supported by higher volumes, an increase in the consultant 

base, higher productivity and accelerating growth in Argentina, outpacing inflation. The Body Shop

revenue increased 6.7% in BRL (-1.2% at constant currency). Aesop posted 25.7% revenue growth in BRL in Q4-

19 (+13.4% at constant currency). 

In 2019, consolidated net revenue grew 7.8%, supported by growth across all three businesses.  

 

Pró-Forma

2019
d 2018 Ch. % 2019

d 2018 Ch. % 2019
d 2018 Ch. % 2019

d 2018 Ch. %

Gross Revenue 19,708.1 18,562.0 6.2 12,387.5 11,647.3 6.4 5,871.6 5,740.2 2.3 1,449.0 1,174.4 23.4

Net Revenue 14,444.7 13,397.4 7.8 9,012.3 8,447.4 6.7 4,129.3 3,886.0 6.3 1,303.0 1,064.0 22.5

COGS (4,033.5) (3,782.8) 6.6 (2,940.8) (2,723.3) 8.0 (969.7) (943.5) 2.8 (123.0) (116.1) 6.0

Gross Profit 10,411.2 9,614.6 8.3 6,071.5 5,724.0 6.1 3,159.6 2,942.5 7.4 1,180.1 948.0 24.5

Selling, Marketing and Logistics Expenses (6,640.6) (6,066.6) 9.5 (3,735.6) (3,492.5) 7.0 (2,226.9) (2,097.8) 6.2 (678.1) (476.3) 42.4

Administrative, R&D, IT and Projects Expenses (2,273.6) (2,149.5) 5.8 (1,247.3) (1,110.9) 12.3 (675.5) (660.3) 2.3 (350.8) (378.3) (7.3)

Corporate Expensesb (127.1) (102.0) 24.5 -                   - - -            - - -           - -

Other Operating Income/ (Expenses), Net 123.8 58.7 110.7 152.4 54.6 179.4 (27.9) 2.3 - (0.8) 1.9 -

Acquisition Related Expensesc (141.3) -               - -                   - - -            - - -           - -

Transformation Costs (51.5) (98.5) (47.7) -                   - - (51.5) (98.5) (47.7) -           - -

Depreciation 604.1 589.9 2.4 305.6 305.3 0.1 221.6 217.6 1.9 76.9 67.0 14.7

EBITDA 1,905.0 1,846.6 3.2 1,546.6 1,480.5 4.5 399.5 305.8 30.6 227.3 162.3 40.0

Depreciation (604.1) (589.9) 2.4

Financial Income/(Expenses), Net (752.5) (583.3) 29.0

Earnings Before Taxes 548.4 673.4 (18.6)

Taxes on Holding Company constitution (206.6) -               -

Income Tax and Social Contribution (357.6) (125.0) 186.0

Consolidated Net Income 190.9 548.4 (65.2)

Gross Margin 72.1% 71.8% 0.3 pp 67.4% 67.8% (0.4) pp 76.5% 75.7% 0.8 pp 90.6% 89.1% 1.5 pp

Selling, Marketing and Logistics Exp./ Net Revenue 46.0% 45.3% 0.7 pp 41.5% 41.3% 0.2 pp 53.9% 54.0% (0.1) pp 52.0% 44.8% 7.2 pp

Admin., R&D, IT, and Projects Exp./ Net Revenue 15.7% 16.0% (0.3) pp 13.8% 13.2% 0.6 pp 16.4% 17.0% (0.6) pp 26.9% 35.6% (8.7) pp

EBITDA Margin 13.2% 13.8% (0.6) pp 17.2% 17.5% (0.3) pp 9.7% 7.9% 1.8 pp 17.4% 15.3% 2.1 pp

Net Margin 1.3% 4.1% (2.8) pp - - - - - - - - -

a Consolidated results include Natura, Aesop, The Body Shop as well as the Natura subsidiaries in the U.S., France and the Netherlands.

b  Expenses related to the management and integration of the Natura &Co group
c  Avon acquisition-related expenses, reported in the consolidaded Profit and Loss
d  Excluding IFRS 16 impacts

AesopThe Body ShopConsolidateda Natura

Profit and Loss by Business 

R$ million

Consolidated EBITDA Ex-IFRS 16 744.5 714.6 4.2 1,905.0 1,846.6 3.2

Other provisions in Brazil - 34.2 - 10.3 (34.0) -

Tax credits, recoveries and provision reversal (1) - (57.2) - (130.5) (57.2) 128.0

Acquisition-related expenses (2) 37.5 - - 141.3 0.0 -

The Body Shop's transformation costs (3) 18.7 36.1 (48.2) 51.5 98.5 (47.7)

The Body Shop intangible assets write-off (4) 15.9 -            - 15.9          -            -

Adjusted (comparable) EBITDA 816.7 727.6 12.2 1,993.7 1,853.8 7.5

Adjusted (comparable) EBITDA Margin 17.6% 16.8% 0.8 pp 13.8% 13.8% 0.0 pp

2018 Ch. %R$ million Q4-19 Q4-18 Ch. % 2019

Consolidated Results
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Gross margin 

Consolidated gross margin reached 72.2% in Q4-19 (+140 bps). In 2019, consolidated gross margin reached 

72.1% (+30 bps).  

• gross margin was 68.9% in Q4-19 (+130 bps), favored by category mix.  

• gross margin was 62.0% in Q4-19 (-100 bps), mainly due to FX effects in Argentina.   

• The Body Shop  stood at 77.0% in Q4-19 (+200 bps), thanks mainly to lower discounts.    

• Aesop was 90.1% in Q4-19 (+160 bps). 

 

 

 

Consolidated EBITDA 

Q4 consolidated EBITDA in BRL was R$744.5 million and adjusted consolidated EBITDA (see reconciliation on 

page 4) was R$816.7 million, with margin of 17.6% (+80 bps). EBITDA margin reflects non-recurring Avon-related 

acquisition expenses of R$37.5 million, mainly related to professional fees and planning costs, and a write-off of 

R$15.9 million related to intangible assets. s Q4 EBITDA margin was 20.5% (+100 

bps), helped by higher gross margin, while s margin was 10.7% (+10 bps) on continued improvement of 

operational efficiency, despite continued gross margin pressure from a weaker Argentine peso. The Body 

s EBITDA margin was 16.0% (+50 bps), and adjusted EBITDA margin was 18.4% in Q4-19 (+20 bps), despite 

the impact of ongoing events in Hong Kong. Aesop 7.5% (+360 bps) vs. Q4-18, given 

improved operational leverage.  

In 2019, consolidated EBITDA in BRL was R$1,905.0 million, with margin of 13.2% (-60 bps), impacted by Avon-

related acquisition costs of R$141.3 million. Excluding these, EBITDA would have reached R$2,046.3 million, up 

10.8% vs. 2018. Adjusted EBITDA stood at R$1,993.7 million, with margin of 13.8%, stable vs. 2018.   

    

714.6
727.6

816.7

744.5

​

36.1 
34.2 (57.2)

​

30.6 
19.1 

38.5 
0.9 

​
(18.7) (15.9) (37.5)

Q4-18

EBITDA

(Reported)

TBS transf.

costs

Other

provisions

in Brazil

Tax credits,

recoveries

and provision

reversal

Q4-18

EBITDA

(adjusted)

Natura

EBITDA

TBS

 EBITDA

Aesop

EBITDA

Corporate

expenses

Q4-19

EBITDA

(adjusted)

TBS transf.

costs

TBS

intangible

assets write-

off

Avon-related

acquis. costs

Q4-19

EBITDA

Ex-IFRS 16

Q4-19 consolidated adjusted EBITDA (R$ million)

+12.2%
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Financial income and expenses  

Net financial expenses were R$251.7 million in Q4-19, vs. R$107.6 million in Q4-18. The increase in financial 

expenses is mainly due to financing costs associated with the Avon acquisition of R$115.1 million (recorded at 

both Natura Cosméticos S.A. for R$74.6 million, and Natura &Co Holding S.A., for R$40.5 million).   

Interest expense on borrowings and financing and short-term investments decreased by 21.5% due to lower 

CDI interest rate in Brazil in Q4.  

In 2019, total net financial expenses were R$752.5 million, compared with R$583.3 million in 2018, mainly due to 

Avon acquisition-related financing costs of R$167.8 million (recorded at both Natura Cosméticos S.A. for R$127.3 

million, and Natura &Co Holding S.A., for R$40.5 million).   

The following chart details the main changes in our financial income and expenses: 

 

  

1,846.6 1,853.8 

1,993.7 
1,905.0 

​

98.5 (34.0) (57.2)
37.2 

62.7 
65.0 25.0 

130.5 
(10.3)

(51.5)
(15.9) (141.3)

2018

EBITDA

TBS transf.

costs

Other

provisions

in Brazil

Tax credits,

recoveries

and

provision

reversal

2018

EBITDA

(adjusted)

Natura

EBITDA

TBS

 EBITDA

Aesop

EBITDA

Corporate

expenses

2019

EBITDA

 (adjusted)

Tax

impacts in

Brazil

Other

provisions

in Brazil

TBS transf.

costs

TBS

intangible

assets

write-off

Avon

acquis.

costs

2019

EBITDA

Ex-IFRS 16

2019 consolidated adjusted EBITDA (R$ million)

+7.5%

R$ million Q4-19a Q4-18 Ch. % 2019a 2018 Ch. %

Financial Income and Expenses, Net (251.7) (107.6) 134.0 (752.5) (583.3) 29.0

1. Borrowings/Financing (B/F) and Short-Term Investments (STI) (101.7) (129.6) (21.5) (490.1) (524.4) (6.5)

2. Operational FX Gains/(Losses) - Brazil (0.7) (2.6) (72.0) 6.5 26.2 (75.0)

3. Judicial Contingencies 15.2 82.9 (81.6) 25.0 92.2 (72.9)

4. International Operations - Latam 0.7 (22.7) - (15.4) (47.1) (67.3)

5. Other Financial Income and Expenses (165.2) (35.5) 365.8 (278.6) (130.3) 113.9

TBS Related Financial Expenses (3.2) (9.4) (66.2) (15.8) (50.1) (68.4)

Lease Interest Expenses (12.0) (10.9) 9.7 (44.2) (45.7) (3.4)

Avon acquisition related financing fees - Natura Cosméticos S.A. (74.6) 0.0 - (127.3) 0.0 -

Avon acquisition related financing fees - Natura &Co Holding S.A. (40.5) 0.0 - (40.5) 0.0 -

Other (35.0) (15.2) 131.0 (50.9) (34.4) 47.8
a  Excluding IFRS 16 impacts
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Underlying Operating Income in Q4 reached R$641.2MM, an increase of 18.2%, thanks to higher gross margin 

across all businesses and well-controlled SG&A expenses.  Net income of R$14.3 million in the quarter, including 

non-cash, non-recurring effects of R$206.6 million related to corporate restructuring tax and non-recurring 

Avon acquisition costs of R$104.2 million (net of income tax at a rate of 34%). In 2019, Underlying Operating 

Income reached R$1,370.0 million, an increase of 5.7%, over prior year, thanks to solid gross profit that helped 

offset slightly higher SG&A expenses. Net income of R$190.9 million in 2019, including the same non-cash, non-

recurring effects of R$206.6 million related to corporate restructuring tax and non-recurring Avon acquisition 

costs of R$207.6 million (net of income tax at a rate of 34%). 

 

 (a) Other effects refer to the P&L lines not considered part of underlying operating income: other operating income/expenses, acquisition-related expenses, 
transformation costs, financial income/expenses and income tax expenses and social contribution. 

 

  
 
(a) Other effects refer to the P&L lines not considered part of underlying operating income: other operating income/expenses, acquisition-related expenses, 
transformation costs, financial income/expenses and income tax expenses and social contribution. 
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+18.2%
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Underlying Operating Income is calculated as follows: 

  

Free cash flow 

      

Cash outflow in Q4-19 was R$802.6 million, vs. R$708.7 million in Q4-18 (+13.2%). This is mainly attributable to 

improved working capital at Natura Brazil and Latam, from lower accounts receivable and inventories.  

 

Continued deleveraging: net debt-to-EBITDA ratio reduced to 2.41x in Q4-19 from 2.71x in Q4-18  

We are on track to achieve our target of reducing leverage to the pre-Body Shop 

acquisition level of 1.4 times by 2021. This measure is comparable to previous periods. 

      

On December 16, 2019, Natura &Co Holding S.A. issued promissory notes with restricted placement efforts, 

totalling R$2.9 billion, in two series of R$2.2 billion and R$700.0 million, with a maturity of up to 365 days. The 

R$ million Q4-19
a Q4-18 Ch.% 2019

a 2018 Ch.%

Gross Profit 3,359.4 3,071.6 9.4% 10,411.2 9,614.6 8.3%

Selling, Marketing and Logistics Expenses (2,029.3) (1,785.9) 13.6% (6,640.6) (6,066.6) 9.5%

Administrative, R&D, IT and Project Expenses (650.1) (703.6) -7.6% (2,273.6) (2,149.5) 5.8%

Corporate Expenses (38.8) (39.7) -2.2% (127.1) (102.0) 24.5%

Underlying Operating Income 641.2 542.4 18.2% 1,370.0 1,296.4 5.7%

Gross Margin 72.2% 70.8% 1.4 pp 72.1% 71.8% 0.3 pp

Selling, Marketing and Logistics Exp./ Net Rev. 43.6% 41.2% 2.4 pp 46.0% 45.3% 0.7 pp

Admin., R&D, IT, and Projects Exp./ Net Rev. 14.0% 16.2% (2.2) pp 15.7% 16.0% (0.3) pp

a  Excludes the impact of IFRS 16

R$ million Q4-19 Q4-18 Ch. % 2019 2018 Ch. %

Net Income Ex-IFRS 16 14.3 381.7 (96.3) 190.9 548.4 (65.2)

IFRS16 Impact 8.1 -             - (35.4) -             -

Net Income (Reported) 22.3 381.7 (94.2) 155.5 548.4 (71.6)

Depreciation and Amortization 297.9 171.0 74.2 1,117.4 589.9 89.4

Non-Cash/Others 
a 49.4 (68.0) - (314.0) 71.8 -

Internal Cash Generation 369.6 484.7 (23.8) 958.9 1,210.1 (20.8)

Working Capital (Increase)/Decrease 632.7 442.1 43.1 10.2 (249.1) -

Cash Generation Before Capex 1,002.2 926.8 8.1 969.0 961.0 0.8

Capex (199.7) (218.1) (8.4) (571.3) (491.8) 2.6

Free Cash Flow
b 802.6 708.7 13.2 397.8 469.2 (15.2)

a
 Includes the effects of deferred income tax, fixed and intangible assets write-offs, FX on translation of working 

capital, fixed assets, etc. 
b (Internal cash generation) +/- (changes in working capital and long-term assets and liabilities) - (acquisitions of 

property, plant, and equipament)

R$ million 2019 2018 2019 2018

Short-Term 471.0 1,113.1 3,354.4 1,113.1

Long-Term 7,432.0 6,881.1 7,432.0 6,881.1

Gross Debt (without leases) 7,903.0 7,994.1 10,786.4 7,994.1

Foreign currency hedging (Swaps) 
a (662.1) (557.4) (662.1) (557.4)

Total Gross Debt 7,240.9 7,436.8 10,124.3 7,436.8

(-) Cash, Cash Equivalents and Short-Term Investment (2,488.7) (2,430.4) (5,539.4) (2,430.4)

(=) Net Debt 4,752.2 5,006.3 4,584.8 5,006.3

Net Debt/EBITDA 2.49x 2.71x 2.41x 2.71x

Total Debt/EBITDA 3.80x 4.03x 5.31x 4.81x

a  Foreign currency debt hedging instruments, excluding the mark-to-market effects

Natura Cosméticos S.A. Natura &Co Holding S.A.
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proceeds were raised for the payment of the total amount of the redemption of preferred shares C series, 

issued by Avon Products, Inc., as well as costs and expenses related to the acquisition of Avon.  

 

On January 3, 2020, the holders of preferred shares C series opted for the conversion into Natura &Co ordinary 

shares, for the principal amount and a cash payment of US$91.5 million (approximately R$360.0 million) for the 

accrued dividends. This cash payment was drawn from the first series and the balance of approximately R$1.8 

billion was prepaid. The second series of R$700 million remains outstanding.  

 

As a result of this issuance, 68.9% of the company  debt is now long-term, with an average maturity of 2.6 

years. 
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2. Performance by business 

Natura  Brazil: Revenue growth on a very challenging comparable base 

net revenue growth of 3.0% in Q4-19 represents a very strong performance, coming against a 

very challenging comparable base as Q4-18 posted the highest quarterly growth (+11.2%) since 2010 and the 

best-ever Christmas campaign. In 2019, net revenue grew by 4.0% vs. 2018.  The growth in the gift and fragrance 

categories resulted in a favorable mix in the quarter 

and the year, which explains lower volumes, given that a 

gift set counts as one item despite the bundling of 

multiple items, while fragrance has a higher price point. 

For the 13th consecutive quarter, we saw consultant 

productivity rise. The average consultant base was up 

by 1.8% vs. Q4-18, reaching 1.1 million consultants. 

Progression towards the top tier segments (Silver, Gold 

and Diamond) of our Relationship Selling model 

continued to improve strongly.   

The number of consultants using our digital platforms 

(app + web) rose to over 900,000, boosted by new 

features in the app and the adoption of the Natura digital account. Of these, over 700,000 have virtual 

consultant stores in Rede Natura, a 75% increase versus last year, as a result of the convergence program 

initiated in June. The increase in virtual stores contributed to double-digit growth in online sales, with a 

significant increase in the number of visits and customized offers.  

We launched another 9 own stores in the quarter, all under the new concept, totaling 58 stores (+22 vs. Q4-18). 

Strong like-for-like sales, combined with sales in newly-opened stores, resulted in a near-doubling in retail net 

revenue.  

Our franchise stores Aqui Tem Natura accelerated sell-out sales in Q4, on the back of strong double-digit like-

for-like growth. Another 100+ stores were launched in the period, bringing the total to just over 400, doubling 

the number versus the same period last year.   

The quarter saw the relaunch of our Una brand, a premium line that includes make-up, fragrances and nail 

polish that combine the use of Brazilian bio-diversity ingredients to treat the skin, with high-end technology, 

long-lasting and sophisticated packaging. Our innovation index reached 58.4% (-150 bps), in line with our 

expectations, considering innovation phasing and a focus on extending the life cycle of existing hero products.  
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Natura  Brazil: Financial analysis  

  

 EBITDA was R$398.1 million in Q4-19 vs. adjusted EBITDA of R$368.9 million in Q4-18 (+7.9%). 

EBITDA margin was 20.5%, resulting in a margin expansion of 100 bps, thanks to a higher gross margin of 68.9% 

(+130 bps). In 2019, EBITDA was R$1,240.0 million (+4.7%), while adjusted EBITDA was R$1,119.9 million vs. 

R$1,093.7 million in 2018 (+2.4%), with margin of 17.9% (-30 bps). 

In the quarter, adjusted selling, marketing & logistics expenses increased 30 bps, to 39.2% of net revenue. In 

2019, these expenses stood at 41.0% of net sales (+20 bps), broadly stable compared to the previous year, 

despite a planned phasing increase in marketing investments in Q3.  

Adjusted administrative, R&D, IT and project expenses reached 14.2% of net revenue (+30 bps) in the quarter, 

while in 2019, they reached 14.5% (+20 bps), mainly due to higher investments in innovation, IT and projects, and 

higher expenses related to stock option plans.  

A reconciliation between EBITDA and adjusted EBITDA is presented below:  

 

 

  

Q4-19
(a) Q4-18 Ch. % 2019

(a) 2018 Ch. %

Total Consultants - end of period ('000) 1,092.8 1,058.7 3.2 1,092.8 1,058.7 3.2

Total Consultants - average of period ('000) 1,087.5 1,068.4 1.8 1,050.1 1,057.3 (0.7)

Units Sold - items for resale (in million) 100.2 109.0 (8.1) 347.4 367.4 (5.4)

Gross Revenue 2,734.0 2,673.7 2.3 8,864.9 8,540.8 3.8

Net Revenue 1,946.0 1,890.1 3.0 6,260.8 6,022.2 4.0

COGS (605.9) (612.4) (1.1) (1,953.9) (1,895.9) 3.1

Gross Profit 1,340.1 1,277.8 4.9 4,306.9 4,126.3 4.4

Selling, Marketing and Logistics Expenses (762.5) (734.4) 3.8 (2,565.3) (2,455.6) 4.5

Administrative, R&D, IT and Projects Expenses (275.8) (267.3) 3.2 (910.5) (818.5) 11.2

Other Operating Income/ (Expenses), Net 24.0 34.1 (29.7) 154.9 58.7 163.7

Depreciation 72.3 81.8 (11.6) 253.9 274.0 (7.3)

EBITDA 398.1 391.9 1.6 1,240.0 1,184.9 4.7

Gross Margin 68.9% 67.6% 1.3 pp 68.8% 68.5% 0.3 pp

Selling, Marketing and Logistics Exp./ Net Revenue 39.2% 38.9% 0.3 pp 41.0% 40.8% 0.2 pp

Admin., R&D, IT, and Projects Exp./ Net Revenue 14.2% 14.1% 0.1 pp 14.5% 13.6% 0.9 pp

EBITDA Margin 20.5% 20.7% (0.2) pp 19.8% 19.7% 0.1 pp

(a)Excluding IFRS 16 impacts

R$ million

Profit and Loss

Natura - Brazil

EBITDA Ex-IFRS 16 398.1 391.9 1.6 1,240.0 1,184.9 4.7

Other provisions -            34.2           - 10.3            (34.0)         -

Tax credits, recoveries and provision reversal -            (57.2)          - (130.5)        (57.2)          128.0

Adjusted (comparable) EBITDA (a) 398.1 368.9 7.9 1,119.9 1,093.7 2.4

Adjusted Gross Margin 68.9% 67.6% 1.3 pp 68.8% 68.5% 0.3 pp

Adjusted Selling, Marketing and Logistics Exp./ Net Revenue 39.2% 38.9% 0.3 pp 41.0% 40.8% 0.2 pp

Adjusted Admin., R&D, IT, and Projects Exp./ Net Revenue 14.2% 13.9% 0.3 pp 14.5% 14.3% 0.2 pp

Adjusted EBITDA Margin 20.5% 19.5% 1.0 pp 17.9% 18.2% (0.3) pp

R$ million Q4-19 Q4-18

(a) Adjusted EBITDA does not exclcude the impact of IFRS 15 as all periods already include is application and therefore, are on a 

comparabale basis. 

Ch. % 2019 2018 Ch. %
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Natura  Latam: Double-digit revenue and EBITDA growth  

In Q4, revenue was up 10.6% in BRL. In constant currency  a robust 28.9%. In the year, 

revenue was up 13.5 % (+23.9% at constant currency).  

The number of consultants grew 9.2% vs. Q4-18, and units sold increased by 29.0%, led by Argentina, with 

continued strong revenue growth in Mexico and Colombia as well. Argentina maintained its strong sales 

momentum, with top line growth above inflation, despite a challenging macro-economic environment. Natura 

became the leader in brand preference in Argentina and ranked first in four out of the five countries in the 

region. We were able to quickly scale the implementation of mobile platforms and have achieved almost 100% 

utilization by consultants (app + web), contributing to significant growth in consultant productivity.  

 

Natura  Latam financial analysis  

 

SG&A reached 52.8% of net revenue in the quarter, a decrease of 60bps versus Q4-18, thanks to our continued 

efforts to improve operational efficiency. In the year, these expenses reached 52.7% of net revenue, vs. 53.4% in 

2018 (-70 bps), confirming the business  operating leverage.   

EBITDA was R$87.3 million in Q4-19 (+11.5%), resulting in an EBITDA margin of 10.7% (+10 bps), due to lower gross 

margin, mainly from the strong depreciation of the Argentine peso.  

2019 EBITDA was R$372.1 million (+8.9%), with EBITDA margin of 13.0% (-60 bps).  

The Body Shop:  Strong EBITDA growth and EBITDA margin expansion  

In Q4, The Body Shop posted net revenue of R$1,436.8 million, growing by 6.7% in BRL (-1.2% at constant 

currency). The drop in constant currency was due to the net closing of 24 own stores in the last twelve months 

and the ongoing sales deceleration in Hong Kong. Excluding Hong Kong, Q4 net revenues grew 0.4% in 

constant currency. Australia and the UK were highlights, up 14.0% and 5.4% respectively in the quarter, 

supported by retail growth and double-digit growth in At-Home sales.  In 2019, net revenues grew 6.3% in BRL 

and 0.7% at constant currency (+2.4% excluding Hong Kong), while the UK posted strong 8.8% growth.  

EBITDA in Q4-19 reached R$229.3 million, growing by 9.8% vs. Q4-18, with margin of 16.0% (+50 bps). Q4 

adjusted EBITDA (excluding transformation costs and intangible assets write-offs related to agreements with 

Q4-19
(a) Q4-18 Ch. % 2019

(a) 2018 Ch. %

Total Consultants - end of period ('000) 708.7 644.8 9.9 708.7 644.8 9.9

Total Consultants - average of period ('000) 703.7 644.4 9.2 666.6 623.8 6.9

Units Sold - items for resale (million) 52.2 40.4 29.0 167.9 141.1 19.0

Gross Revenue 1,048.5 954.0 9.9 3,512.4 3,095.8 13.5

Net Revenue 813.6 735.6 10.6 2,742.5 2,415.7 13.5

COGS (309.5) (271.9) 13.8 (981.5) (824.8) 19.0

Gross Profit 504.1 463.8 8.7 1,761.0 1,590.9 10.7

Selling, Marketing and Logistics Expenses (347.0) (298.8) 16.1 (1,156.4) (1,008.4) 14.7

Administrative, R&D, IT and Projects Expenses (82.0) (94.2) (13.0) (286.8) (281.6) 1.8

Other Operating Income/ (Expenses), Net (2.6) (1.1) 130.5 (2.5) (4.2) (40.5)

Depreciation 14.9 8.7 71.6 41.4 30.8 34.2

EBITDA 87.3 78.3 11.5 356.7 327.5 8.9

Gross Margin 62.0% 63.0% (1.0) pp 64.2% 65.9% (1.7) pp

Selling, Marketing and Logistics Exp./ Net Revenue 42.7% 40.6% 2.1 pp 42.2% 41.7% 0.5 pp

Admin., R&D, IT, and Projects Exp./ Net Revenue 10.1% 12.8% (2.7) pp 10.5% 11.7% (1.2) pp

EBITDA Margin 10.7% 10.6% 0.1 pp 13.0% 13.6% (0.6) pp

(a) Excluding IFRS 16 impacts

R$ million

Profit and Loss

Natura - Latam
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sub-franchisees in Brazil) was R$263.9 million, resulting in an adjusted EBITDA margin of 18.4% (+20 bps), 

despite the events in Hong Kong. In 2019, EBITDA was R$399.5 million, with margin of 9.7% (+180 bps), reaching 

the 2019 EBITDA margin guidance of 10% to 11%. FY 2019 Adjusted EBITDA was R$467.0 million, with margin of 

11.3% (+90 bps). However, nominal EBITDA, at £77.3 million, was 6% below the low-end of our 2019 nominal 

EBITDA guidance of £82 million to £86 million. This is mainly due to lower than expected EBITDA in Hong Kong, 

as a result of the ongoing social unrest that has impacted consumer spending in this traditionally very 

profitable market for the company. Excluding Hong Kong, adjusted EBITDA margin would have been 18.9% in 

Q4 and 11.5% in 2019. 

A reconciliation between EBITDA and adjusted EBITDA is presented below:  

 

    

Transformation costs in the quarter were R$18.7 million or 

£3.8 million, and R$51.5 million or £10.7 million for the year. 

Total costs since 2018 reached £30.6 million (of which £19.9 

million incurred in 2018 and £10.7 million in 2019), in line with 

our estimate of approximately £30.0 million. The costs 

announced at the launch of the Transformation Plan have 

been fully incurred, helping us to deliver an ongoing and 

successful transformation of the company.  Initiatives 

included store footprint optimization, discount reduction 

and organization redesign, among others, resulting in a 

more efficient operation. 

The quarter ended with 1,013 own stores and 1,866 franchise stores, with 56 net store closures (own and 

franchise) since Q4-18 and 170 since Q4-17. The chart below shows the store count evolution: 

   

 

Aesop: Strong growth in revenue and EBITDA  

Aesop posted 25.7% growth in Q4-19 in BRL. In constant currency, the business grew 13.4%, accelerating 

sequentially since Q2-19 across all channels. Signature store like-for-like sales were up 7.0% in the quarter. The 

Americas and Asia (Korea, Taiwan and Japan) drove sales growth, despite continued deceleration in Hong 

Kong. Digital sales also grew strongly, led by Asia.  In 2019, net revenue rose 22.5% in BRL (+12.3% at constant 

currency), with signature store LFL of +8.0%. Excluding Hong Kong, growth would have been even stronger, at 

17.0% in Q4 and 15.8% in 2019 at constant currency. 

Q4-19 EBITDA stood at R$124.4 million, with EBITDA margin of 27.5% (+360 bps). 2019 EBITDA was R$227.3 

million, with EBITDA margin of 17.4% (+210 bps).  

Expansion of Aesop  signature stores continued, with 20 net openings in the last 12 months and 7 this quarter, 

reaching 247 stores, as shown below:  

EBITDA Ex-IFRS 16 229.3 208.8 9.8 399.5 305.8 30.6

Transformation costs 18.7 36.1 (48.2) 51.5 98.5 (47.7)

Intangible assets write-off (4) 15.9 -          - 15.9 -          -

Adjusted (comparable) EBITDA 263.9 244.9 7.8 467.0 404.3 15.5

Adjusted (comparable) EBITDA Margin 18.4% 18.2% 0.2 pp 11.3% 10.4% 0.9 pp

Ch. %R$ million Q4-19 Q4-18 Ch. % 2019 2018

Q4-19 Q3-19 Q4-18 Q4-17
Change 

vs. Q3-19

Change vs. 

Q4-18

Change vs. 

Q4-17

Own 1,013          1,006         1,037 1,099 7 (24) (86)

Franchise 1,866         1,857         1,898 1,950 9 (32) (84)

Total 2,879        2,863        2,935        3,049       16 (56) (170)

Store

The Body Shop store count
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3. Social and environmental performance 

Natura is the first beauty company in Brazil to earn the Green Patent from INPI  National Institute of Industrial 

Property, for the use of residues from Brazilian biodiversity assets as inputs in its production process. Natura 

will have the exclusive use of the patent for several years. The company also installed over 19,000 square feet 

of latest-generation solar panels in one of its administrative buildings. To date, this is the largest of its kind in 

the world. The technology uses organic photovoltaic cells, which have superior efficiency and reduced 

environment impact, made of organic, non-toxic and recyclable materials.  

its Community Fair Trade Plastic 

program. At Christmas, The Body Shop partnered with Plan International as part of the 

campaign. A total of £250,000 was donated to Plan International to support two bespoke vocational projects 

in Indonesia and Brazil. The projects will provide training skills to young girls and help them find employment. 

Aesop made great strides towards obtaining B-Corp certification, submitting a pre-screen assessment and 

completing a gap analysis and project plan for 2020. The company completed its inaugural global waste audits 

for offices and stores and an estimated 146 tons of waste were recovered by retail and office operations. 

Further, employees around the world volunteered and donated products to support their local communities 

during the Q4 festive season.  

Below are the sustainability KPIs for Natura:  

Q4-19 Q3-19 Q4-18
Change 

vs. Q3-19

Change 

vs. Q4-18

Signature stores 247            240            227 7 20

Department 99              95              92 4 7

Total 346           335           319            11 27

Doors

Aesop door count
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4. Stock performance (NTCO3)  

As a result of the corporate reorganization, the merger of shares of Natura Cosméticos S.A (NATU3) by Natura 

&Co Holding S.A (NTCO3) occurred on December 17, 2019, whereby the shareholders of Natura Cosméticos S.A. 

exchanged each share for one share of Natura &Co Holding S.A. 

ceased to be traded at B3 S.A.  Brasil, Bolsa, Balcão, and they were substituted by shares in Natura &Co 

Holding S.A. under NTCO3, also a constituent of the Novo Mercado, the highest corporate governance segment 

of B3.        

Natura &Co shares traded at R$38.7 at the end of Q4-19, representing a 14.2% appreciation in the quarter.  

Average Daily Trading Volume (ADTV) for the quarter was R$155.5 million (+84.8% vs. Q4-18). 

In the year, the stock appreciated 71.9%, outperforming IBOV (+27%) and ICON (+51%), and Average Daily 

Trading Volume was R$128.8 million, up significantly by 117.8% vs. 2018. 

December 31, 2019 was R$33.5 billion, vs. R$19.4 billion in 2018 (+72.5%).   

865,659,942 common shares (December 31, 

2018: 431,239,264) post the September 2019 bonus shares issue, in the proportion of one bonus share issued 

for each existing share.   

The following chart shows the performance of Natura &Co stock in Q4-19. The chart reflects the adjustment to 

the historical share price resulting from the bonus shares: 

Natura: 

Brazil + 

Latam

Sustainability Vision Index 2020¹

Natura: 

Brazil + 

Latam

Absolute Carbon Emissions (Scopes 1, 2 and 3)

Natura: 

Brazil + 

Latam

Relative Carbon Emissions (Scopes 1, 2 and 3)

Natura: 

Brazil
Consumption of Amazon Inputs

Natura: 

Brazil
Accumulated Amazon business volume²

Natura: 

Brazil + 

Latam

Eco-Efficient Packaging ³

Natura: 

Brazil

Natura: 

Latam 

Natura: 

Brazil 
Revenue Crer Para Ver EBIT BR

Natura: 

Brazil + 

Latam

Women In Leadership Positions Index (Director Level 

and Above)

%

(eco-efficient 

packaging units 

billed/total units billed)

40 19

R$ billion 1 1.79

22

Decrease of 15% vs previous period, due to performance in 

Body Care and Hair Care sales, partially offset by good 

performance of refills in Brazil and Latam.

Scope Indicator Unit 2020 ambition
Results

Q4-19 Q4-18 Highlights

3.18 3.14

Increase of 1% vs previous period due to Brazil,  partially offset 

by Latam sales with lower carbon emission products, higher 

global efficiency in logistics and global printed material 

(magazines).

    326,212     333,183 

Reduction of 2% vs  previous period, thanks to Latam sales with 

lower carbon emission products, higher efficiency in global 

logistics and global printed material (magazines).  

¹ The Sustainability Vision Index considers the result achieved until now for the 30 qualitative and quantitative commitments of the 2020 Sustainability Vision.

% 50 41 38
Increase of 8% vs previous period, with advances in Brazil. 

Results in line with diversity and inclusion strategy.

50

Results below plan due to Amazon inputs and relative carbon 

emission perfomance below target.

ton  - 

% 100 70  - 

Stable results. Purchases from Amazon-based communities 

increased by 15% (in absolute terms) thanks to an increased use 

of Amazon ingredients  in our formulations

kg CO2e/kg billed 

products
2.15

1.51
2020 target exceeded, improving positive impact in the 

Amazon region and Amazon-based communities.

%

(R$ Amazon Inputs /R$ 

total inputs purchased)

30 17.7 17.8

² Accumulated Amazon business volume since 2010

³  Ecoefficient packagings are those with at least 50% less weight compared to the regular / similar packaging, or comprising 50% post-consumer recycled material and/or renewable non-cellulosic source 

material, that do not increase mass.

Packaging equivalent collected

% 

(in ton eq. of generated 

packaging) 20  - 

Results above target thanks to Dê a Mão para o Futuro (DAMF) 

program with performance above target, while Elos program is 

in line with target.

In LATAM, Colombia, Peru and Argentina were the highlight.

R$MM - 37.7 29.1

39 33

-

Record-high results thanks to  "Back to school time" campaign, 

a portfolio focused on strategic dates and actions geared 

towards increasing sales.
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On January 6, 2020, Natura &Co began trading of American Depositary Receipts (ADRs) level II, on the New 

York Stock Exchange (NYSE), under the NTCO symbol, where one ADR represents two common shares. This 

followed the all-share Avon acquisition closing and resulted in the exchange of 1 (one) Avon Products, Inc. (AVP) 

share for 0.6 NTCO3 common share or 0.3 NTCO ADR.  

 

5. IFRS 16 impacts - Leases 

As of January 1, 2019, the Company adopted the accounting standard CPC 06(R2)/ IFRS 16  Leases, which 
introduces one single lessee accounting model, replacing the previous accounting standards of operating and 
financing lease arrangements. IFRS 16 aims at determining whether a contract contains a lease arrangement 
or is a service agreement. If the former, a lessee should recognize assets, which have to be depreciated, as well 

 by 
Natura, The Body Shop and Aesop, as well as distribution centers and administrative facilities for Natura 
Latam. For more information, please see explanatory notes 3.29 and 17 of the Consolidated Financial 
Statements for the period ended on December 31, 2019.  

The table below demonstrates the impacts of IFRS 16 on the reported income statement.  

Source: Bloomberg

NTCO3

172

IBOV

127

ICON

151

NTCO3 IBOV ICON

Performance 2019
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Q4-18 Q4-19
Q4-19 x 

Q4-18
Q4-19

Consolidated 

(Reported)

Consolidated 

(Excluding IFRS 

16)

Ch. %
Natura 

Brazil

Natura 

Latam

Natura 

Other

The 

Body 

Shop

Aesop
Total IFRS 16 

Impact

Consolidated 

(Reported)

Gross Revenue 6,112.0 6,432.6 5.2 -          -          -          -           -          0.0 6,432.6

Net Revenue 4,335.6 4,652.0 7.3 -          -          -          -           -          0.0 4,652.0

COGS (1,264.0) (1,292.6) 2.3 -           -           -           -            -           0.0 (1,292.6)

Gross Profit 3,071.6 3,359.4 9.4 -          -          -          -           -          0.0 3,359.4

Selling, Marketing and Logistics Expenses
a (1,785.9) (2,029.3) 13.6 (0.0) 1.2 (0.0) 23.2 7.0 31.4 (1,998.0)

Administrative, R&D, IT and Projects Expensesa (703.6) (650.1) (7.6) 1.3 (0.4) 0.0 (2.2) (1.2) (2.4) (652.5)

Corporate Expenses (39.7) (38.8) (2.2) -           -           -           -            -           0.0 (38.8)

Other Operating Income/ (Expenses), Net 37.3 (0.0) - -           -           -           2.0 -           2.0 2.0

Acquisition Related Expenses 0.0 (37.5) - -           -           -           -            -           0.0 (37.5)

Transformation Costs (36.1) (18.7) (48.2) -           -           -           -            -           0.0 (18.7)

Depreciation 171.0 159.5 (6.7) 9.8 7.0 (1.9) 90.2 33.2 138.3 297.9

EBITDA 714.6 744.5 4.2 11.1 7.8 (1.9) 113.3 39.0 169.3 913.9

Depreciation (171.0) (159.5) (6.7) (138.3) (297.9)

Financial Income/(Expenses), Net (107.6) (251.7) 134.0 (23.2) (274.9)

Earnings Before Taxes 436.0 333.3 (23.6) 7.8 341.1

Taxes on Holding Company constitution -                        (206.6) - 0.0 (206.6)

Income Tax and Social Contribution (54.2) (112.4) 107.3 0.2 (112.2)

Consolidated Net Income 381.7 14.3 (96.3) 8.1 22.3

R$ million

IFRS 16 Impact

a  T he adjustments are related to the net effect of lease expenses reduction and increase in depreciation. The lease expenses have been estimated based on the amounts paid in the quarter, of 

R$169.3 million.

2018 2019
2019 x 

2018
2019

Consolidated 

(Reported)

Consolidated 

(Excluding 

IFRS 16)

Ch. %
Natura 

Brazil

Natura 

Latam

Natura 

Other

The 

Body 

Shop

Aesop
Total IFRS 16 

Impact

Consolidated 

(Reported)

Gross Revenue 18,562.0 19,708.1 6.2 -          -          -          -           -          -                      19,708.1

Net Revenue 13,397.4 14,444.7 7.8 -          -          -          -           -          -                      14,444.7

COGS (3,782.8) (4,033.5) 6.6 -           -           -           -            -           -                       (4,033.5)

Gross Profit 9,614.6 10,411.2 8.3 -          -          -          -           -          -                      10,411.2

Selling, Marketing and Logistics Expenses
a (6,066.6) (6,640.6) 9.5 0.3            3.1             0.1             17.3           14.7          35.5                     (6,605.1)

Administrative, R&D, IT and Projects Expenses
a (2,149.5) (2,273.6) 5.8 0.7            0.7            0.0            6.2             (1.3)           6.3                        (2,267.3)

Corporate Expenses (102.0) (127.1) 24.5 -           -           -           -            -           -                       (127.1)

Other Operating Income/ (Expenses), Net 58.7 123.8 110.7 -           -           -           8.6            -           8.6                       132.4

Acquisition Related Expenses 0.0 (141.3) - -           -           -           -            -           -                       (141.3)

Transformation Costs (98.5) (51.5) (47.7) -           -           -           -            -           -                       (51.5)

Depreciation 589.9 604.1 2.4 28.7          19.5          3.8            351.6        109.8       513.3                    1,117.4

EBITDA 1,846.6 1,905.0 3.2 29.7         23.3         3.9           383.6      123.2       563.6                 2,468.7

Depreciation (589.9) (604.1) 2.4 (513.3) (1,117.4)

Financial Income/(Expenses), Net (583.3) (752.5) 29.0 (87.6) (840.1)

Earnings Before Taxes 673.4 548.4 (18.6) (37.3) 511.2

Taxes on Holding Company constitution 0.0 (206.6) - 0.0 (206.6)

Income Tax and Social Contribution (125.0) (151.0) 20.8 1.9 (149.1)

Consolidated Net Income 548.4 190.9 (65.2) (35.4) 155.5

R$ million

IFRS 16 Impact

a  T he adjustments are related to the net effect of lease expenses reduction and increase in depreciation. The lease expenses have been estimated based on the amounts paid in the 

quarter, of R$563.6 million.
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6. Appendices 

6.1 Consolidated Balance Sheet  Including the effects of IFRS 16 

 

  

ASSETS December-19 December-18 LIABILITIES AND SHAREHOLDER'S EQUITY December-19 December-18

CURRENT ASSETS CURRENT LIABILITIES

Cash and cash equivalents 4,513.6             1,215.0              Loans, financing and debentures 3,354.4 1,113.1

Securities 1,025.8             1,215.4              Leasing 542.1 68.8

Trade receivables 1,685.8             1,691.6              Trade payables and forfait operations 1,829.8 1,736.8

Inventories 1,430.6             1,364.7              Payroll, profit sharing and social changes 560.4 574.4

Recoverable taxes 395.6                379.3                 Tax liabilities 320.9 310.1

Income tax and social contribution 113.5                  326.8                Income tax and social contribution 388.2 183.0

Derivatives -                     -                     Dividends and interest on shareholders' equity payable 95.9 153.0

Other current assets 265.2                263.0                Derivative financial instruments 11.8 69.2
Total current assets 9,430.1            6,455.8           Provision for tax, civil and labor risks 18.7 20.4

Other current liabilities 396.4 338.2

NON CURRENT ASSETS Total current liabilities 7,518.4 4,566.9

Recoverable taxes 409.2                368.6                

Income tax and social contribution 334.7                 -                     NON CURRENT LIABILITIES

Deferred income tax and social contribution 374.4                398.4                Loans, financing and debentures 7,432.0 6,881.1

Judicial deposits 337.3                 333.6                 Leasing 1,975.5 377.5

Financial derivatives instruments 737.4                 584.3                Tax liabilities 122.6 165.3

Securities 7.4                     -                     Deferred income tax and social contribution 450.6 431.5

Other non-current assets 83.8                   51.6                   Provision for tax, civil and labor risks 201.4 241.4
Total long term assets 2,284.2            1,736.5             Other non-current liabilities 121.7 141.8

Total non-current liabilities 10,303.7          8,238.6            

Property, plant and equipment 1,773.9              2,236.7             

Intangible assets 5,076.5            4,950.5            SHAREHOLDERS' EQUITY

Right of Use 2,619.9             -                     Capital stock 1,485.4 427.1
Total non-current assets 11,754.5           8,923.8            Treasury shares 0.0 (19.4)

Capital reserves 1,303.0 329.3

Retained earnings (149.0) 1,437.0

Losses on capital transactions (92.1) (92.1)

Equity valuation adjustment 815.0 492.2

Total equity attributable to owners of the Company 3,362.3            2,574.1             

TOTAL ASSETS 21,184.5           15,379.5          TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 21,184.5           15,379.5          
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Consolidated Income Statement- Including the effects of IFRS 16 

   

R$ million Q4-19 Q4-18 Ch. % 2019 2018 Ch. %
GROSS SALES

Internal Market 2,751.9 2,690.6 2.3 8,907.8 8,576.0 3.9

External Market 3,661.0 3,405.0 7.5 10,739.0 9,936.3 8.1

Other Sales 19.7 16.4 20.3 61.3 49.7 23.4

GROSS REVENUE 6,432.6 6,111.9 5.2 19,708.1 18,562.0 6.2

Taxes, Returns and Rebates (1,780.5) (1,776.4) 0.2 (5,263.4) (5,164.5) 1.9

NET REVENUE 4,652.0 4,335.4 7.3 14,444.7 13,397.4 7.8

Cost of Products Sold (1,292.6) (1,263.9) 2.3 (4,033.5) (3,782.8) 6.6

GROSS PROFIT 3,359.4 3,071.5 9.4 10,411.2 9,614.6 8.3

OPERATING (EXPENSES) INCOME

Selling, Marketing and Logistics Expenses (1,941.1) (1,548.0) 25.4 (6,395.6) (5,828.7) 9.7

Administrative, R&D, IT and Project Expenses (695.6) (743.2) (6.4) (2,405.6) (2,251.3) 6.9

Impairment losses on trade receivables (56.9) (237.9) (76.1) (209.5) (237.9) (11.9)

Other Operating Income (Expenses), Net (49.9) 1.2 - (49.3) (39.9) 23.4

INCOME FROM OPERATIONS BEFORE FINANCIAL RESULT 616.0 543.5 13.3 1,351.2 1,256.7 7.5

Financial Income 682.1 734.7 (7.2) 1,955.8 2,056.4 (4.9)

Financial Expenses (957.0) (842.3) 13.6 (2,795.9) (2,639.7) 5.9

TAXES ON HOLDING COMPANY CONSTITUTION (206.6) -           - (206.6) -           -

INCOME BEFORE INCOME TAX AND SOCIAL CONTRIBUTION 134.5 435.9 (69.1) 304.6 673.4 (54.8)

Income Tax and Social Contribution (112.2) (54.2) 106.9 (149.1) (125.0) 19.3

NET INCOME FOR THE PERIOD 22.3 381.7 (94.2) 155.5 548.4 (71.6)
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Consolidated Statements of Cash Flow  Including the effects of IFRS 16 

   

 

 

 

 

 

 

 

 

 

 

 

R$ million 2019 2018

CASH GENERATED BY (USED IN) OPERATING ACTIVITIES 2,334.0 1,808.9

OTHER CASH FLOWS FROM OPERATING ACTIVITIES

Recovery (payment) of income tax and social contribution (321.3) (270.0)

Accruals (payments) of judicial deposits 9.7 (0.4)

Payments related to tax, civil and labor lawsuits (27.2) (36.5)

Payments due to settlement of derivative operations (66.4) (31.0)

Interest paid on lease (134.6) (22.7)

Payment of interest on borrowings, financing and debentures (493.9) (604.2)

NET CASH GENERATED BY (USED IN) OPERATING ACTIVITIES 1,300.4 844.3

CASH FLOW FROM INVESTING ACTIVITIES

Additions of property, plant and equipment and intangible assets (586.4) (485.0)

Proceeds from sale of property, plant and equipment and intangible assets 22.7 6.6

Investment in securities (7,161.5) (8,483.7)

Redemption of securities 7,345.4 9,187.7

Redemption of interest on investments and securities 65.5 163.4

NET CASH GENERATED BY (USED IN) BY INVESTING ACTIVITIES (314.3) 389.1

CASH FLOW FROM FINANCING ACTIVITIES

Amortization of lease - principal (497.9) (46.2)

(2,643.6) (6,552.2)

New loans, financing and debentures 5,346.1 5,015.3

Acquisition of treasury shares, net of option strike price received (2.6) 1.1

Payment of dividends and interest on capital for the previous year (152.9) (201.7)

Receipts (payments) to settle derivative operations 4.0 32.4

Receipt by exercised stock options 52.7 -              

Capital increase 206.6 -              

NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES 2,312.4 (1,751.4)

Effect of exchange variation on cash and cash equivalents 0.1 39.9

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 3,298.5 (478.1)

Opening balance of cash and cash equivalents 1,215.0 1,693.1

Closing balance of cash and cash equivalents 4,513.6 1,215.0

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 3,298.5 (478.1)

*The notes are an integral part of financial statements

** The CAPEX information contained in the cash flow table on page 8 contains additions to the property, plant 

and equipment / intangible assets paid within the year and payable in the following periods
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6.2 Natura &Co  Consolidated Pro-forma Income Statement 2019  

 

To align reporting standards between Avon and Natura &Co, certain expenses were reclassified between line 
items in the P&L, and all items that had previously been categorized as non-GAAP, non-recurring adjustments 
to revenue and profit are consolidated into Other Operating Income (expense) within SG&A.   

Adjustments were made to reflect differences between IFRS and US GAAP accounting standards application, 
including in areas such as leases, hyperinflation, pensions and income tax.  These adjustments have no net 
impact on operating profit in 2019. 

 

Pró-Forma

Gross Revenue 43,452.5 23,744.4 19,708.1

Net Revenue 32,942.2 18,497.5 14,444.7

COGS (11,841.3) (7,807.9) (4,033.5)

Gross Profit 21,100.9 10,689.7 10,411.2

Selling, Marketing and Logistics Expenses (13,704.6) (7,099.5) (6,605.1)

Administrative, R&D, IT and Projects Expenses (4,592.5) (2,325.2) (2,267.3)

Corporate Expenses (268.7) (141.6) (127.1)

Other Operating Income/ (Expenses), Net 458.7 326.3 132.4

Acquisition Related Expenses (316.1) (174.7) (141.3)

Transformation Costs (601.2) (549.7) (51.5)

Depreciation1 1,522.3 404.9 1,117.4

EBITDA 3,598.9 1,130.2 2,468.7

Depreciation (1,522.3) (404.9) (1,117.4)

Financial Income/(Expenses), Net (1,097.3) (257.2) (840.1)

Earnings Before Taxes 979.2 468.0 511.2

Taxes on Holding Company constitution (206.6) 0.0 (206.6)

Income Tax and Social Contribution (599.6) (450.5) (149.1)

Consolidated Net Income 173.0 17.5 155.5

Gross Margin 64.1% 57.8% 72.1%

Selling, Marketing and Logistics Exp./ Net Revenue 41.6% 38.4% 45.7%

Admin., R&D, IT, and Projects Exp./ Net Revenue 13.9% 12.6% 15.7%

Corporate Expenses 0.8% 0.8% 0.9%

EBITDA Margin 10.9% 6.1% 17.1%

Net Margin 0.5% 0.1% 1.1%
1Excludes the Purchase Price Allocation impacts 

2 Includes IFRS 16 effects

Profit and Loss by Business 

R$ million
1

Consolidated 

Pro-forma2 Avon
2

Natura &Co 

Holding2
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7.  Conference Call and Webcast 

 

 

Live webcast: https://natu.infoinvest.com.br/en 

  

https://natu.infoinvest.com.br/en
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8. Glossary   

Adjusted EBITDA: Excludes effects that are not considered usual, recurring or not-comparable between the 

periods under analysis 

APAC: Asia and Pacific 

ARS: Argentine Pesos 

AUD: Australian Dolars 

B3: Brazilian Stock Exchange 

Benefit Sharing: 

Traditional Knowledge, benefits are shared whenever we perceive various forms of value in the access gained. 

Therefore, one of the practices that defines the way in which these resources are divided is to associate 

payments with the number of raw materials produced from each plant as well as the commercial success of 

the products in which these raw materials are used 

BPS: Basis Points  one percentage point * 100 

BRL: Brazilian Reais 

CDI: The overnight rate for interbank deposits 

CFT: Cosmetics, Fragrances and Toiletries Market (CFT = Fragrances, Body Care and Oil Moisture, Make-up 
ming (without 

Razors) and Sun Protection 

COGS: Costs of Goods Sold 
Constant currency or constant exchange rates: when exchange rates used to convert financial figures into 

a reporting currency are the same for the years under comparison, excluding fluctuation effects 

EBITDA: Earnings Before Interests, Tax, Depreciation and Amortization  

EMEA: Europe, Middle East and Africa 

EP&L  

Foreign currency translation:  conversion of figures from a foreign currency into the currency of the 

reporting entity 

GBP: Sterling Pounds 

G&A: general and administrative expenses 

GHG: Greenhouse gases 

Hyperinflation: indications of when hyperinflation exists include a cumulative inflation rate over three years 

of approaching or exceeding 100%; when interest rates, prices and wages are linked to an index, among 

others 

ICON: Consumer Stock Index of the B3 stock exchange, designed to track changes in the prices of the more 

actively traded and better representative cyclical and non-cyclical consumer stocks  

Innovation Index: Share in the last 12 months of the sale of products launched in the last 24 months 

IBOV: Ibovespa Index is the main performance indicator of the stocks traded in B3 and lists major companies 

in the Brazilian capital market 

IFRS  International Financial Reporting Standards 

Latam: often used to refer to the countries where Natura has operations: Argentina, Chile, Colômbia, México 

and Peru  

LFL: Like-for-Like, applicable to measure comparable growth 

Natura Consultant: Self-employed resellers who do not have a formal labor relationship with Natura. 

Natura Crer Para Ver Program (CPV): Special line of non-cosmetic products whose profits are transferred 

to the Natura Institute, in Brazil, and invested by Natura in social initiatives in the other countries where we 

operate. Our Consultants promote these sales to benefit society and do not obtain any gains. 

Natura Institute: Is a nonprofit organization created in 2010 to strengthen and expand our Private Social 

Investment initiatives. The institute has enabled us to leverage our efforts and investments in actions that 

contribute to the quality of public education 

NYSE: New York Stock Exchange 

PCRC: Post-Consumer Recycled Content 

P&L: Profit and loss 

Profit Sharing: The share of profit allocated to employees under the profit-sharing program. 
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SG&A: Selling, general and administrative expenses 

SM&L: Selling, marketing and logistics expenses 

SSS: Same-Store-Sales 

Supplier Communities: The communities of people involved in small scale farming and extraction activities 

in a variety of locations in Brazil, especially in the Amazon Region, who extract the inputs used in our products 

from the social and biodiversity. We form production chains with these communities that are based on fair 

prices, the sharing of benefits gained from access to the genetic heritage and associated traditional 

knowledge and support for local sustainable development projects. This business model has proven effective 

in generating social, economic and environmental value for Natura and for the communities.  

Sustainable Relations Network

development: Natura Consultant, Entrepreneurial Natura Consultant, Natura Developer 1 and 2, Natura 

Transformer 1 and 2, Natura Inspirer and Natura Associate. To rise up through the various stages, consultants 

must fulfill certain based on sales volume, attracting new Consultants and (unlike the models adopted in 

other countries) personal development and social and environmental relationships in the community. 

Target Market: Refers to the market share data published by SIPATESP/ABIHPEC. Considers only the 

segments in which Natura operates. Excludes diapers, oral hygiene products, hair dyes, nail polish, feminine 

hygiene products as well as other products. 

TBS: The Body Shop. 

UOI: Underlying Operating Income.   
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9. Disclaimer 

EBITDA is not a measure under BR GAAP and does not represent cash flow for the periods presented. EBITDA 

should not be considered an alternative to net income as an indicator of operating performance or an 

alternative to cash flow as an indicator of liquidity. EBITDA does not have a standardized meaning and the 

definition of EBITDA used by Natura may not be comparable with that used by other companies. Although 

EBITDA does not provide under BR GAAP a measure of cash flow, Management has adopted its use to 

 and financial 

analysts use EBITDA as an indicator of performance of its operations and/or its cash flow. 

This report contains forward-looking statements. These forward-looking statements are not historical fact, 

but rather reflect the wishes and expectati ," "wish," 

"expect," "foresee," "intend," "plan," "predict," "project," "desire" and similar terms identify statements that 

necessarily involve known and unknown risks. Known risks include uncertainties that are not limited to the 

impact of price and product competitiveness, the acceptance of products by the market, the transitions of 

production difficulties and changes in product sales, among other risks. This report also contains certain pro 

forma data, which are prepared by the Company exclusively for informational and reference purposes and as 

such are unaudited. This report is updated up to the present date and Natura does not undertake to update 

it in the event of new information and/or future events. 

 

 

Investor Relations Team 
Tel.: +55 (11) 4389-7881 
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