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Management Report
We present the Management Report and the individual and consolidated Financial Statements of Itaúsa S.A.
(Itaúsa) for the third quarter of 2020 (3Q20). These Financial Statements were prepared in accordance with the
standards established by the Accounting Pronouncement Committee (CPC) and approved by the Brazilian
Securities and Exchange Commission (CVM), as well as the International Financial Reporting Standards (IFRS).

Independent auditor’s report
The Financial Statements were audited by PricewaterhouseCoopers Auditores Independentes (PwC) and have
received an unqualified opinion from the external auditor. The Financial Statements were approved by the Fiscal
Council. The Financial Statements were made available to the market on the websites of Itaúsa, B3 S.A. – Brasil,
Bolsa, Balcão (B3) and the CVM.

1.

Message from Management

In line with a dynamic similar to other emerging and developed economies, Brazil has provided indicators that
pointing out to a slight economic recovery from the most critical point of the recent crisis caused by the Covid19 pandemic, even though this trend has not yet been noted in the sectors most directly impacted by social
distancing measures. However, a scenario of income recovery, through the gradual resumption of activities and
government stimulus, combined with the uncertainties in connection with economy growth, the evolution of the
Covid-19 pandemic and declining tax stimulus, has generated greater volatility in the business environment in
the short-term.
Against this backdrop, our group’s companies and as a result Itaúsa proceed to depict the developments of the
crisis and the impacts of stimulus and other measures adopted by the Brazilian government on operations over
the third quarter of 2020. Accordingly, an improvement could be noted in the operational performance of most
of our investees, such as Alpargatas and Duratex, which outperformed in terms of sales volumes, margins and
results of operations by recording the 3rd best quarter of the history of both companies. These companies’
industrial plants are operating at full capacity, which has led to a greater dilution of fixed costs. Another highlight
goes to online sales, which remain robust in spite of the re-opening of physical sales channels, thus evidencing
that the trend to value such channel should proceed.
A slower recovery can be noted in the financial sector, with financial margins squeezed by the current level of
the basic interest rate (Selic), in addition to the impacts from the significant volume of renegotiations, with more
favorable conditions to clients, achieved since the outset of the pandemic. On the other hand, significant
improvements are noted as Itaú Unibanco became even more efficient by combining the closure of physical
branches and remarkable investments in technology, as a result of lower non-interest expenses, which in the first
nine months of 2020 were lower on a year-on-year basis, even with the adverse exchange variation effect on
foreign investment expenses.
Itaúsa once again underscores its commitment to seek to maximize return to stockholders by an efficient capital
management, which is expressed by guiding investees towards improved savings of costs and expenses, margin
gains, technology investments and digital transformation, as well as ensuring our employees’ health and
wellbeing. This all can be illustrated by the recent disclosure of the succession process of Itaú Unibanco’s CEO.
Milton Maluhy Filho has been elected to take over Candido Bracher, who will reach the age limit of 62 years this
coming December 2020. Mr. Bracher, who will resume his position at Itaú Unibanco’s Board of Directors in 2021,
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leaves his mark in the company’s history in a number of fronts, particularly in the renewed client focus, already
consolidated in the Company, and will remain as a key hallmark in Itaú Unibanco’s history.
The last highlight goes to the headway made by the assessment process of the Acquiring Group’s acquisition of
Liquigás, merged into by Itaúsa and other companies, with the approval of such transaction receiving the
favorable recommendation of the General Superintendency of CADE, the Brazilian antitrust authority, on October
6, 2020. This will be followed by the assessment of the CADE’s court, which will have to state its final position
within 60 days from the aforementioned approval.

2.

Itaúsa Highlights

Itaúsa Panorama – Value beyond the numbers
On September 23, 2020, Itaúsa held the 20th edition of its annual
public meeting with the support of the Association of Capital
Market Analysts and Professionals (APIMEC/SP), which was fully
digital for the first time ever. This so-called Itaúsa Panorama –
Value beyond the numbers (“Panorama Itaúsa - Valores além
dos números”) edition, featuring Itaúsa’s executives and the
CEOs of the group’s companies, addressed the strategies and
future prospects of the holding company and investees, in
addition to holding debates on the current and future economic scenario with interactions between the hosts
and the audience, which was made up of tens of thousands of attendees.
The replay of this event is available on our YouTube channel. Take advantage and register to follow Itaúsa’s
publications at: https: //www.youtube.com/channel/UCH9F6ENQY5STOX-WOIdk_hw.

Itaúsa is among the world’s best companies to work for
On October 15, 2020, Forbes published its annual list of the best companies to work
for in 2020. In partnership with Statis, this ranking surveyed 160,000 employees from
58 countries and mainly inquired about the attitude of each company in the face of
the Covid-19 crisis, talent development, gender equality, and social responsibility. This
ranking comprises 750 companies, of which only seven are from Brazil, with Itaúsa
ranked 2nd among these seven (and 358th in the general ranking).

Itaúsa, Itaú Unibanco, Duratex, and Alpargatas make up the S&P/B3 Brasil ESG
index
B3 and S&P Dow Jones, the world’s largest index provider, jointly launched the S&P/B3 Brasil ESG index.
Launched on September 8, 2020, this index adopts criteria based on environmental, social and governance (ESG)
practices and is aimed at measuring the performance of companies’ securities adhering to such criteria to select
companies for its portfolio. Made up of 96 companies listed on the B3, Itaúsa, Itaú Unibanco, Duratex and
Alpargatas are currently ranked 4th, 5th, 28th and 42nd index-weighted assets, respectively. The launch of this index
widens the range of investments recommended in sustainable companies in Brazil and strengthens Itaúsa’s
commitment to its sustainability strategy and ongoing search for an active engagement in this topic.
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Subsequent Event
Corporate Restructuring of Itaú Unibanco involving the investment in XP Inc.
As announced in the Material Fact published on November 04, 2020, Itaú Unibanco, Itaúsa’s largest investee, has
been keeping internal discussions on the future of its investment in XP Inc., and it is analysing the possibility of
segregating this business line into a new company, named “Newco” for the time being, by carrying out a spinoff.
If this transaction is carried out, Newco would be a publicly-held company listed on stock exchange and a
signatory to the current XP Shareholders’ Agreement with Itaú Unibanco, whose only asset would be the shares
Itaú holds of XP’s capital (41.05% of XP Inc.’s capital), and would, initially, have the same stockholders as the
Bank’s.
Itaúsa does not intend to dispose of a significant ownership interest in Newco in the short term and will remain
aligned with XP’s strategy. According to Itaúsa’s portfolio diversification strategy applied to its investments in
companies of the non-financial sector, Itaúsa does not deem this interest as strategic in the long term, with this
asset being subject to assessments in the scope of its portfolio monitoring process.
According to Itaú Unibanco, this move should be carried out in 2021 only. Therefore, this transaction should not
have effects on Itaúsa’s results in this fiscal year.
For this Material Fact in full, please access: http://www.itausa.com.br/en/announcements-and-minutes/materialfacts

3.

Itaúsa’s performance

As a holding company, Itaúsa’s results are basically derived from its Equity in the Earnings of Investees,
determined based on the net income of its investees and revenues from investments in financial assets. The main
indicators of its individual results are shown in the table below:
9M20
PROFITABILITY (1)
Net income
Recurring net income
Return on Equity (annualized)
Recurring Return on Equity (annualized)
BALANCE SHEET (1) (2)
Total assets
Stockholders' equity

3,394
4,488
8.4%
11.2%

9M19

6,862
7,192
17.4% 18.3% -

Change

-50.5%
-37.6%
9.0 p.p.
7.1 p.p.

58,078
54,493

55,509
52,130

4.6%
4.5%

74,015
308

110,855
292

-33.2%
5.5%

9/30/2020

9/30/2019

Change

0.40
0.53

0.82
0.86

-50.5%
-37.6%

6.48

6.20

4.5%

CAPITAL MARKET
Market Value (3)
Average Daily Traded Volume (ADTV) on B3 (4)
(1) Amounts attributable to controlling stockholders.
(2) For better comparability, all periods include the merger of Itaúsa Empreendimentos.
(3) Calculated based on the closing price of preferred shares in the last day of the period.
(4) Includes Itaúsa's preferred shares (ITSA4)
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Pro Forma Individual Result of Itaúsa1
As a result of the merger of wholly-owned subsidiary Itaúsa Empreendimentos into Itaúsa, carried out on August
30, 2019, the Individual Statement of Income of Itaúsa, presented in the pro-forma table below, had the 2019
figures adjusted in the lines for better comparability of the data submitted, without, however, resulting in any
change in profit.
R$ million

3Q20

3Q19

9M20

%

9M19

%

INVESTEES’ RESULTS IN ITAÚSA

2,035

100%

2,570

99%

-20.8%

4,790

104%

7,615

110.5%

-37.1%

FINANCIAL SECTOR

1,895

93%

2,471

96%

-23.3%

4,650

97%

7,322

96.2%

-36.5%

141

7%

105

3%

34.3%

143

7%

304

14.9%

-52.9%

NON-FINANCIAL SECTOR
ALPARGATAS

28

25

12.0%

53

3%

57

2.8%

-7.0%

DURATEX

64

11

481.8%

90

4%

44

2.2%

104.5%

0%

203

10.0%

-100.0%

0%

(11)

-0.5%

NTS

(2)

OTHER COMPANIES
RESULTS OF ITAÚSA

49
(1)

-29.0%

69
0%

(6)

0%

-

-83.3%

(3)

-

(52)

(48)

8.3%

(303)

(378)

-19.8%
-38.9%

(3)

(15)

-80.0%

(22)

(36)

ADMINISTRATIVE EXPENSES

(33)

(31)

6.5%

(95)

(93)

2.2%

TAX EXPENSES

(18)

(3)

500.0%

(190)

(252)

-24.6%

FINANCIAL INCOME / EXPENSES

OTHER OPERATING REVENUES
INCOME BEFORE INCOME TAX/SOCIAL CONTRIBUTION
INCOME TAX / SOCIAL CONTRIBUTION (3)
RECURRING INDIVIDUAL NET INCOME
NON-RECURRING RESULTS
ITAÚSA'S RESULTS
FINANCIAL SECTOR
NON FINANCIAL SECTOR
NET INCOME

2

1

-

4

3

33.3%

1,983

2,522

-21.4%

4,487

7,237

-38.0%

(8)
1,975
(191)

(21)
2,501
(560)

-61.9%

1

-21.0%

4,488

-

(1,094)

(44)
7,193

-37.6%

(331)

230.5%

-

(53)

28

-289.3%

(136)

(533)

-

(907)

(324)

179.9%

(52)

(27)

-

(134)

(35)

282.9%

(3)

3,568

-

3,882

-8.1%

6,788

13,723

-50.5%

(1) For better comparability, all periods include the merger of Itaúsa Empreendimentos in the Statement of Income.
(2) Includes dividends/interest on capital received, adjustment to fair value of shares and expenses on time installment of the amount invested and respective foreign exchange variation.
(3) In 2019, the Company no longer recognizes deferred tax assets on tax losses carried forward and temporary differences.

Results of Investees, as recorded by Itaúsa
Recurring equity in the earnings of investees in 3Q20 totaled R$2,035 million, down 21% on a year-on-year basis,
and was mainly driven by the performance below par of Itaú Unibanco’s results, which was adversely impacted
by higher expected loan losses in connection with the change in the macroeconomic scenario (Covid-19) and
lower interest margin, in spite of being partially offset by more controlled general and administrative expenses.
Investees from the consumer goods and civil construction segments performed well, recording the 3 rd best
quarter of each company’s history ever. Alpargatas recorded growth in its Brazil and International operations
(+17.8% in revenue and 9.6% in volume), with better performance in the different channels, which was partially
offset by the lower contribution from ex-Havaianas operations. Duratex also recorded a significant increase in
sales in all its Divisions, together with productivity gains from improved asset management, combined with
greater efficiency in costs and expenses and the full consolidation of Cecrisa’s and Ceusa’s results. At last, the
results recorded in Itaúsa arising from the investment in NTS were adversely impacted mainly by the lower
appreciation of the fair value in 3Q20 on a year-on-year basis.
Equity in the Earnings of Investees in 3Q20 was affected by relevant non-recurring events, which totaled a
negative result of R$191 million. Noteworthy were the expense on extraordinary mark-to-market of collateralized
securities at Itaú Unibanco, the effect of expenses on provisions for restructuring and write-off of assets arising
from the disposal of Mizuno operations and financial expenses in connection with the prepayment of the
extraordinary funding raised at the onset of the pandemic to increase liquidity at Alpargatas, expenses on the
dissolving wood pulp (DWP) project, and provision for contingencies at Duratex.
6
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Further information on the operations of each investee is available in Section 5 (Comments on the Performance
of Investees).

Itaúsa’s Results
Administrative expenses totaled R$33 million in 3Q20, up 6.5% on a year-on-year basis, mainly driven by higher
expenses on monetary adjustment of insurance and bank guarantees offered in lawsuits and the share
bookkeeping service, arising from the 184% increase in the stockholder base over the prior 12 months (see
section “Capital Markets” below).
Tax expenses totaled R$18 million in 3Q20, arising from PIS/COFINS expenses on interest on capital received
from Itaú Unibanco, up R$16 million on a year-on-year basis when no interest on income was received from
investees.
Finance Result totaled R$3 million in expenses in 3Q20, down 80% on a year-on-year basis, mainly driven by
the effect of lower interest rate on net debt and update of contingent liabilities.
Net Income totaled R$1,784 million in the quarter, down 8% on a year-on-year basis, arising from lower equity
in the earnings of Itaú Unibanco, the reasons for which were mentioned above, and non-recurring effects
highlighted below. Recurring net income was R$1,975 million, down 21% on a year-on-year basis.

Reconciliation of Recurring Net Income
3Q20
Recurring Net income
Addition/(Exclusion) of Non-Recurring Effects D = (A + B + C)

1,975
(191)

Own (A)

(3)

Donation to the Program "Todos pela Saúde"

-

Disposal of interest in Itaú Unibanco Centro Empresarial

-

Others
Arising from Ownership Interest in the Financial Sector (B)

(3)
(136)

Change of treasury shares

-

Itaú Corpbanca Goodwill Impairment

-

Donation to the Program "Todos pela Saúde"
Mark to Market of Collateralized Securities
Others
Arising from Ownership Interest in the Non-Financial Sector (C)

9M20

3Q19
2,501
(560)

4,488

7,193

(1,094)

(331)

-

(53)

-

(50)

-

-

-

2

28
28

(3)

(533)

9M19

-

(907)

(324)

130

214

-

(543)

-

(5)

-

(317)

-

(129)

-

(243)

-

(2)

(535)

66

(538)

(52)

(27)

(134)

(35)

Alpargatas

(34)

(26)

(100)

(35)

Duratex

(18)

(1)

(34)

Net Income

1,784

1,941

3,394

6,862
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Main Indicators of Itaúsa Conglomerate Companies
We present below the main indicators of Itaúsa Conglomerate companies, based on the Consolidated Financial
Statements under IFRS.

January to
September
2020
2019

124,838
144,127

2,262
2,282

3,986
3,526

Net income (2)

2020
2019

9,914
18,439

86
156

152
121

Recurring Net Income (4)

2020
2019

12,687
19,877

246
249

247
119

Stockholders' equity (2)

2020
2019

135,825
129,380

2,882
2,535

4,879
4,765

Annualized return on average

2020

10.1%

4.1%

4.2%

2019

19.9%

8.5%

3.4%

2020

12.8%

11.8%

6.8%

2019

21.4%

13.6%

3.4%

127
323

853
752

29.2%
28.8%

36.6%
36.7%

Operating revenues

equity (%)

(1)

(2) (3)

Annualized recurring return on
average equity (%)

(3) (4)

Internal fund generation

(5)

Interest of Itaúsa in companies (6) (7)

2020
2019
2020
2019

64,636
2,358
37.4%
37.5%

(1) Operating revenue by area of operations was obtained as follows:
- Itaú Unibanco Holding: Interest and similar income, dividend income, adjustments to fair value of financial assets and liabilities,
banking service fees, income from insurance, private pension and capitalization operations before claim and selling expenses
and other income.
- Alpargatas and Duratex: Sales of products and services.
(2) Net Income, Stockholders’ Equity and ROE correspond to the amounts attributable to controlling stockholders.
(3) Represents the ratio of net income for the period and the average equity ((Sep'20 + Jun'20 + Mar'20 + Dec'19)/4).
(4) Correspond to the amounts attributable to controlling stockholders (proforma).
(5) Refers to funds arising from operations as reported by the statement of cash flows.
(6) Represents the direct/ indirect Itaúsa interest in the Capital of Companies
(7) The Interest presented consider the outstanding shares.

4.

Capital Markets

Share performance
Itaúsa’s preferred shares (traded on B3 under ticker ITSA4) closed the third quarter of 2020 at R$8.80, down 9.7%
in the period, when adjusted by dividends and interest on capital, whereas Ibovespa, B3’s main index, decreased
by 1.7% in the same period. In the last 12 months, Itaúsa’s shares adjusted by dividends and interest on capital
and Ibovespa index have dropped by 30.2% and 9.7%, respectively.
The daily average financial volume of Itaúsa’s preferred shares traded in the third quarter of 2020 was R$274
million, with an average of 34,000 daily trades, up 6.4% and 30.8%, respectively, on a year-on-year basis.
8
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A broader stockholder base
On September 30, 2020, Itaúsa had 900,000 stockholders (of which 99.5% individual stockholders), up 184% on
a year-on-year basis.

Return to stockholders
On August 26, 2020, Itaúsa paid to stockholders additional dividends, in the amount of R$0.02, based on the
stockholding position on August 17, 2020.
Investors who remained as stockholders for the last 12-month period ended September 30, 2020 were entitled
to receive R$0.5493 per share as earnings paid/declared (gross), which, divided by the share quoted on
September 30, 2020, resulted in a 6.2% dividend yield.
In view of the investee’s activities downturn, market conditions and regulatory measures (such as temporary
restriction on dividend distribution above the minimum mandatory imposed by the Central Bank of Brazil on
financial institutions, according to Resolution No. 4,820/20), the cash inflow received by Itaúsa is expected to
drop, which would also lead to a reduction in the dividends paid out by the Company. This information was
announced on the Material Fact on May 11, 2020, which should be consulted for further clarification.
The complete history of earnings paid and payable can be accessed at: http://www.itausa.com.br/en/itausa-inthe-stock-market/dividends

Holding discount
Discount is an indicator resulting from the difference
between the market price ascertained for Itaúsa’s
shares and the theoretical value obtained through the
sum of the market or fair values of the parts that
compose the holding company’s investments (“sum of
the parts”).
Market capitalization on September 30, 2020, based on
the price of the most liquid share (ITSA4), was R$74.0
billion, whereas the sum of interests in investees at
market value totaled R$93.2 billion, resulting in a 20.6% discount, up 230 bps on a year-on-year basis.
Part of this discount can be justified in view of the holding company’s maintenance expenses, taxes levied on a
fraction of the earnings received (tax inefficiency), and risk assessment, among other factors. In spite of the
discount reduction in the last years, driven by the improvement in some of these factors and a better market
perception of the foundations that justify it, Itaúsa’s management believes that the current level still does not
reflect the proper indicator level.
The Investor Relations department discloses information about the discount on a monthly basis. To receive it,
please register on http://www.itausa.com.br/en/e-mail-alert.

9
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5.

Comments on the Performance of Investees

Highlights of Operations
Continuous focus on digital transformation
The digital transformation front keeps evolving supported by the 39% increase in technology investments
(training hours) from September 2019, decentralized governance of these funds, higher autonomy of business
departments and expansion of the working model based on “communities”. As an example, since the beginning
of 2019, Itaú Unibanco has hired technology specialists as well as having acquired ZUP, a benchmark company
in digital transformation and that has fostered the
development of this industry.
In the third quarter of 2020, 512,000 individual
accounts and 8,000 companies accounts were
opened through digital channel, up 85.5% and
300%, respectively on a year-on-year basis, as
shown on the chart on this page.

Credit line offering in partnership with the government
In the third quarter of 2020, continuing with the actions jointly carried out with the government, R$16.4 billion
was provided to over 58,000 companies under the scope of the National Support Program for Micro and Small
Businesses (Pronampe) and the Investment Guarantee Fund (FGI BNDES). Additionally, credit line provided for
payroll expenses of very small, small and middle-market companies reached R$2.1 billion in the same period.

Amazon Plan
Together with Brazil’s two largest private banks, in July 2020 Itaú Unibanco unveiled an integrated plan aimed
at effectively contributing to the sustainable development of the Amazon region. This plan includes ten measures
designed based on ten work fronts deemed priority to the region: environmental preservation and bioeconomy
development, sustainable infrastructure investments, and guarantee of basic rights for the Amazon region
population.

Itaú Asset Management launches the “Itaú Momento ESG” (Itaú ESG Moment) Fund and ramps
up its engagement with ESG issues
Focused on variable income and active management, the company assessment and selection process of this
fund includes sustainability issues aimed at long-term return. This shows once more Itaú Asset’s engagement to
constantly seek responsible investment practices, which nowadays include ESG (environmental, social and
governance) issues when assessing over 95% of the R$741 billion assets under management.

10
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Results
Net income totaled R$ 4.7 billion in
3Q20, down 8.4% on a year-on-year
basis, mainly driven by a 6.0%
decrease in operating revenues.1
Main factors leading to this result are
as follows:
I.

R$ million
(except where indicated)
Operating Revenues

2

Net Income1

3Q20

3Q19

Δ%

9M20

9M19

28,114

29,913

-6.0%

82,823

86,818

-4.6%

4,732

5,165

-8.4%

9,914

18,439

-46.2%

Δ%

Recurring Net Income 1

5,095

6,595

-22.7%

12,687

19,877

-36.2%

ROE

14.2%

16.4%

-

2.2 p.p.

10.1%

19.9%

- 9.8 p.p.

20.9%

-

0.3 p.p.

21.4%

- 8.6 p.p.

Recurring ROE
Loan Portfolio 3

15.2%
850,191

706,594

20.3%

12.8%
850,191

706,594

20.3%

An 8.8% decrease in Interest Income, driven by lower interest rate and spread due to the change in the
mix of retail products, with lower use of revolving credit lines and consumer credit and higher use of
installment credit with better terms and rates, partially offset by lower financial expenses and increased
loan portfolio; and

II.

A 1.6% decrease in Commissions and Fees and Result of Insurance Operations, mainly driven by
a13.4% decrease in revenues from credit and debit cards, driven by lower volume of transactions due to
the social distancing measures, partially offset by a 32.7% growth in revenues from advisory and
brokerage services, in a scenario of capital markets recovery.

Expected Loss on Financial Assets and Claims increased by R$1,063 million on a year-on-year basis, mainly
driven by higher expected loan losses due to the worsening of the macroeconomic scenario as a result of the
Covid-19 pandemic and its impacts on the financial prospects of customers.
General and Administrative Expenses were down 14.9% in the third quarter of 2020, mainly driven by the
voluntary severance program held in the second half of 2019, which negatively impacted expenses in 3Q19 by
R$2.4 billion. Excluding this non-recurring event, general and administrative expenses were down 0.6%, mainly
driven by the closure of physical branches, which reduced fixed costs and personnel expenses, and by lower
profit sharing expenses. These effects were partially offset by higher personnel expenses in connection with the
effects of the collective bargaining agreement of September 2020.

Capital management and liquidity
Capital management is vital, since it is a key element through which the bank seeks to optimize the application
of funds and ensure business soundness. At the end of September 2020, Tier I capital ratio was at 12.4%, above
the minimum required by the Central Bank of Brazil (8.25%).
For further information on Itaú Unibanco’s results, please access: www.itau.com.br/relacoes-com-investidores

Attributable to the controlling stockholder.
Adjusted to tax effects on hedge investments for foreign investments.
3
Loan portfolio with financial guarantees provided and corporate securities.
1
2
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Highlights of Operations
In Brazil, the easing of social distancing measures, with the opening of trading activities and the consequent
resumption of the pace of activities has resulted in a significant increase in sales and the best 3rd quarter ever in
Alpargatas’ history. All sales channels have performed well and the digitalization strategy has been proved right,
as evidenced by the continuous increase in online sales over the quarter, in spite of the partial sales resumption
at physical stores.
Good cash generation in the quarter enabled Alpargatas to repay in advance loans raised at the onset of the
pandemic to strengthen the Company’s liquidity in a hypothetical scenario of extreme cash-flow stress. Liquidity
remained strong with a cash position of R$2.0 billion at the end of the quarter.
With regard to capital allocation and in line with Alpargatas’ strategic planning (global, digital, innovative and
sustainable expansion), at the end of September 2020 an agreement for the sale of total Mizuno brand
operations in Brazil was executed, a deal appraised at approximately R$200 million (the completion of this
transaction is subject to compliance with certain conditions precedent). This transaction resulted in non-recurring
effects to the Company in the 3Q20, as follows.

Results23
Consolidated net revenue was up
17.8% in 3Q20, totaling R$943.5
million, driven by increased sales
volume of Havaianas in Brazil,
EMEIA (Europe, the Middle East,
India, and Africa), NA&C (North

R$ million
(except where indicated)

3Q20

3Q19

Δ%

9M20

9M19

Δ%

Net Revenue

943.5

800.6

17.8%

2,261.8

2,282.0

-0.9%

EBITDA

141.1

133.4

5.8%

282.0

375.7

-24.9%
-44.9%

Net Income4
Recurring Net Income 5
ROE 4
Recurring ROE 5

5.0

66.0

-92.4%

86.0

156.0

122.0

104.0

17.3%

246.0

249.0

-1.2%

0.7%

10.8%

- 10.1 p.p.

4.1%

8.5%

- 4.4 p.p.

17.5%

17.0%

0.5 p.p.

11.8%

13.6%

- 1.8 p.p.

America and the Caribbean Islands) and China, boosted by the brand power, operating performance of the
supply chain and Revenue Growth Management (RGM). In the foreign market, foreign exchange variation in the
period far outweighed the drop in total sales volume, which led to a 33.3% increase in net revenue on a yearon-year basis.
In 3Q20, net revenue of Brazil operations reached R$727 million, up 14% on a year-on-year basis, mainly driven
by the higher volume of Havaianas brand, partially due to less stringent social distancing rules and better
performance in the different channels, a result of RGM actions, which contributed to the best 3rd quarter of the
Company’s history. Additionally, in September 2020, the brand franchises recorded their best month since the
onset of the pandemic, and e-commerce in Brazil increased 700% in the year-to-date. Sandals International
recorded net revenue of R$216 million, up 33% on a year-on-year basis, reaching 23% of Alpargatas total net
revenue, driven by the foreign exchange variation in the period, higher efficiency of the supply chain and higher
sales volume in EMEIA, NA&C and China, partially offset by lower sales volume in other regions, still due to the
pandemic, with greater impact on Asian, Pacific and Latin American markets.
Consolidated gross profit grew 19.5% in the period, driven by Havaianas net revenue increase, both in Brazil and
in the foreign market, and gross margin increase, reaching 52.3%, (+70 bps on a year-on-year basis).

2
3

Attributable to controlling stockholder.
Attributable to controlling stockholder (proforma).
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Recurring EBITDA in 3Q20 reached R$158.3 million (+20% from 3Q19), basically driven by better performance
of the Havaianas brand, due to accelerated sales levels and RGM, partially offset by poorer results of the Osklen
brand, as driven by the pandemic.
Major non-recurring items impacting the 3Q20 are related to higher expenses on provisions for restructuring
and write-off of assets arising from the disposal of Mizuno operations in Brazil and financial expenses in
connection with the prepayment of extraordinary funding raised at the onset of the pandemic to increase the
Company’s liquidity.
In 3Q20, recurring net income was R$122.0 million, up 17.3% on a year-on-year basis, as a result of the
aforementioned factors.
Operating cash generation in the last 12 months was R$405 million, and net cash position at the end of
September 2020 was R$317.6 million, arising from cash balance of R$1,989.7 million and indebtedness of
R$1,672.1 million.
For further information on Alpargatas’ results, please access: https://ri.alpargatas.com.br

Highlights of Operations
The change in customer behavior, combined with Federal government incentive measures, resulted in the
recovery of the civil construction sector and boosted Duratex’s results. These factors have contributed to a
significant growth in sales volume of all the Company’s divisions, which together with its effective strategic asset
management, driven by optimized plants, reduction of portfolio and diversification strategy, has led the
Company to record the best 3rd quarter of its history ever. Additionally, another highlight goes to the Company’s
healthy liquidity level, also driven by its higher operating cash generation. Duratex remains focused on ensuring
its employees’ safety while resuming the normal routine of its operating and administrative activities.

Results
Consolidated

net

revenue

in

3Q20 totaled R$1,778 million, up
35.9% on a year-on-year basis,

R$ million
(except where indicated)

3Q19

Δ%

9M20

9M19

Δ%

1,778.0

1,308.4

35.9%

3,986.1

3,525.5

EBITDA

391.1

246.7

58.5%

804.4

762.4

5.5%

Net Income

123.9

27.7

347.2%

152.3

121.0

25.9%

divisions, as a result of the

Recurring Net Income

175.7

30.5

476.7%

246.8

119.2

107.0%

accelerated

ROE

10.3%

2.3%

8.0 p.p.

4.2%

3.4%

0.8 p.p.

Recurring ROE

14.6%

2.6%

12.0 p.p.

6.8%

3.4%

3.4 p.p.

driven by the higher volume of all
demand

recovery

and the full consolidation of

Net Revenue

3Q20

13.1%

Cecrisa’s and Ceusa’s results in the Ceramic Tiles Division.
The Wood Division’s net revenue totaled R$991.8 million in 3Q20, up 37.0% on a year-on-year basis, mainly
driven by a higher volume shipped, as a result of the fast positioning in the market recovery, in addition to the
strengthening of customer relations and market share gains in all product lines.
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The Deca Division’s net revenue totaled R$511.2 million, up 25.8% on a year-on-year basis, driven by the 25.8%
increase in sales volume, mainly due to demand increase and the strengthening of the division’s performance,
with a better share in shops and channel diversification.
The Ceramic Tiles Division’s net revenue totaled R$275.1 million, up 54.6% on a year-on-year basis, mainly
driven by a better mix and share of the brands, as well as by the full consolidation of Ceusa’s and Cecrisa’s results.
EBITDA in 3Q20 totaled R$391.1 million, up 58.5% on a year-on-year basis, basically driven by a higher sales
volume in all divisions and productivity gains from improved asset management, in addition to higher cost and
expense efficiency. These factors were partially offset by non-recurring effects, such as expenses on the
dissolving wood pulp (DWP) project and provision for contingencies. Excluding these effects, recurring EBITDA
would be up 82.3%. Recurring net income totaled R$123.9 million in the period, up 347.2% driven by the
aforementioned facts.
Net debt was R$1,855 million at the end of September 2020 and represented 1.79 times the adjusted recurring
EBITDA for 12 months, thus indicating a significant increase in the Company’s leverage level from the previous
quarter and on a year-on-year basis, mainly driven by higher cash generation, mainly due to the better result in
3Q20. Additionally, the Company has made a capital contribution in the amount of R$311 million to LD Celulose,
a dissolving wood pulp joint venture in partnership with Lenzing, totaling approximately 80% of funds to be
invested in the new business.
For further information on Duratex’s results, please access: www.duratex.com.br/ir

Highlights of Operations
In August 2020, the General Stockholders’ Meeting approved capital reduction through capital reimbursement
to stockholders with no cancellation of shares, with the number of shares and stockholding percentage of each
stockholder in the Company’s capital remaining unchanged. Capital reduction and payment of reimbursement
will be completed in the 4th quarter.
With regard to the resumption of activities, over the quarter, field and administrative operations continued their
normalization process. It is worth mentioning that no service provided by the Company has been interrupted
due to the pandemic, and no material financial impacts have been identified.

Results
In

3Q20,

net

revenue

totaled R$1,162 million,
up 4.5% on a year-on-year

R$ million

3Q20

3Q19

Net Revenue

1,162
643

Net Income

Δ%

9M20

9M19

Δ%

1,112

4.5%

3,457

3,293

5.0%

542

18.6%

1,846

1,641

12.5%

basis, mainly driven by the
annual inflation adjustment of gas ship-or-pay agreements. Net income in 3Q20 totaled R$643 million, up 18.6%
on a year-on-year basis, impacted by recognition of retroactive tax credits in the amount of R$53 million, in
connection with the exclusion of ICMS from the PIS and COFINS calculation basis, after NTS obtained a favorable
14
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final and unappealable decision, and by lower financial expenses driven by a lower basic interest rate. In the
period, an additional loan of R$60 million was raised to optimize the return of projects Estação de Compressão
de Mantiqueira (Mantiqueira Compression Station) and Ponto de Recebimento no Município de Guapimirim – RJ
(Receiving Site in the Municipality of Guapimirim, state of Rio de Janeiro).

Dividends and interest on capital
In the July-September 2020 period, Itaúsa received dividends and interest on capital, gross, from NTS in the
amount of R$43.2 million. In the first nine months of 2020, the amount received, gross, totaled R$138.5 million.
For further information on NTS’s results, please access: https://ri.ntsbrasil.com/en/

6.

People management

Itaúsa Conglomerate had the support of approximately 127,400 employees on September 30, 2020, including
13,500 employees in foreign units. Its dedicated structure, intended to carry out the holding company’s activities,
had 89 professionals on that same date.

7.

Independent Auditors – CVM Instruction No. 381

Procedures adopted by the Company
The policy adopted by Itaúsa, its subsidiaries and parent company, to engage non-audit services from our
independent auditors is based on the applicable regulations and internationally accepted principles that preserve
the auditors’ independence. These principles include the following: (a) an auditor cannot audit their work; (b) an
auditor cannot hold managerial positions at their client’s; and (c) an auditor cannot promote the interests of
their client.
In the January-September 2020 period, the independent auditors PricewaterhouseCoopers Auditores
Independentes provided the following non-audit services, equivalent to 17.6% of total external audit fees due
to the same auditors, as set forth in CVM Instruction No. 381:
Investee Duratex: Review of accounting and tax bookkeeping files, service engaged on April 30, 2020, in the
amount of R$169,000; appraisal report on the contribution to LD Celulose, service engaged on January 23, 2020,
in the amount of R$223,000; and appraisal reports of subsidiaries, service engaged on September 01, 2020, in
the amount of R$165,000.

Independent Auditors’ Justification - PwC
The provision of the aforementioned non-audit services does not affect the independence or the objectivity of
the external auditor of Itaúsa and its subsidiaries. The policy adopted for providing non-audit services to Itaúsa
is based on principles that preserve the independence of the Independent Auditors, all of which were considered
in the provision of the referred services.
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ITAÚSA S.A. (current company’s name of Itaúsa – Investimentos Itaú S.A.)
NOTES TO THE INTERIM FINANCIAL STATEMENTS
at September 30, 2020
(In millions of reais, unless otherwise stated)

1. OPERATIONS
Itaúsa S.A. (“ITAÚSA”) is a publicly-held company, organized and existing under the laws of Brazil, and it is located at
Av. Paulista, 1.938, 5th floor, Bela Vista, in the city of São Paulo, State of São Paulo (SP), Brazil.
The Annual and Extraordinary Stockholders’ Meeting held on June 17, 2020 approved the change of the company’s
name to Itaúsa S.A. from Itaúsa – Investimentos Itaú S.A.
The shares of ITAÚSA are recorded at the Level 1 of Corporate Governance of B3 S.A. – Brasil, Bolsa, Balcão, under
the ticker symbols “ITSA3” for the common shares and “ITSA4” for the preferred shares. In addition to the Bovespa
Index, Ibovespa, ITAÚSA shares are part of some segment portfolios at B3, including the Corporate Governance Index
(IGC) and the Corporate Sustainability Index (ISE). Furthermore, in view of our recognized corporate sustainability,
ITAÚSA also makes up the FTSE4Good (London Stock Exchange) and the Dow Jones Sustainability World Index (DJSI).
The corporate purpose of ITAÚSA is to hold equity interests in other companies, in Brazil or abroad, for investment
in any sectors of the economy, including through investment funds, disseminating among its investees its principles
of appreciation of human capital, governance, and ethics in business, and creation of value for its stockholders on a
sustainable basis. ITAÚSA is a holding company controlled by the Egydio de Souza Aranha family, which holds 63.27%
of the common shares and 18.13% of the preferred shares, making up 33.64% of total capital.
Through its controlled and jointly-controlled companies and other investments, ITAÚSA participates in the markets
of financial services (“Itaú Unibanco Holding”), wood panels, bathroom fixtures and fittings, ceramic tiles and electric
showers (“Duratex”), footwear, apparel and sports products (“Alpargatas”) and transportation of natural gas through
pipelines (“NTS”). For further information, please see note 27 “Segment Information”.
The investment portfolio of ITAÚSA is composed of the following entities:

These parent company and consolidated interim financial statements were approved by the Board of Directors on
November 9, 2020.

Itaúsa S.A.
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2. BASIS OF PREPARATION AND PRESENTATION
2.1. Statement of compliance
The Individual and Consolidated Financial Statements of ITAÚSA have been prepared in accordance with the
accounting pronouncement CPC 21 (R1) – Interim Financial Statements, issued by the Comitê de Pronunciamentos
Contábeis – CPC, and the international accounting standard IAS 34 - Interim Financial Reporting, issued by the
International Accounting Standards Board – IASB and presented in conformity with the standards issued by the
Brazilian Securities and Exchange Commission (CVM), applicable to the preparation of the Quarterly Information
Report (ITR).
The presentation of the parent company and consolidated statements of value added is required by Brazilian
Corporate Law and by the accounting practices adopted in Brazil that are applicable to publicly-held companies. The
Statement of Value Added was prepared in accordance with the criteria defined in the Accounting Pronouncement
CPC 09 – Statement of Value Added, however, the International Financial Reporting Standards - IFRS do not require
the presentation of this statement. As a consequence, according to the IFRS, this statement is presented as additional
information, without prejudice to the Financial Statements as a whole.
Management has assessed ITAÚSA’s and its investees’ capacity to keep on operating as a going concern and is
convinced that, despite the impacts and uncertainties of the length of time and scope of the COVID-19 pandemic,
these companies are able to remain in business for the foreseeable future. Furthermore, Management is not aware
of any material uncertainty that might give rise to significant questions on its capacity to continue operating.
Accordingly, these Interim Financial Statements have been prepared based on the business continuity assumption.
All the relevant information to these Financial Statements, and only this information, is evidenced and is consistent
with the information used by ITAÚSA in its activities.
These Interim Financial Statements have been prepared based on principles, methods and criteria consistent with
those adopted in the previous fiscal year ended December 31, 2019, except for the new accounting standards adopted
from January 1, 2020 on, as described in Note 2.6.1.
In order to avoid repeating information already disclosed in the Complete Financial Statements as of December 31,
2019, certain notes are not being presented or are presented in less detail. As a result, these Interim Financial
Statements should be read jointly with the Complete Financial Statements approved by Management and disclosed
to CVM on February 17, 2020. Please see below the list of notes to these financial statements as of December 31,
2019 under this scope:

Itaúsa S.A.
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2.2. Measurement basis
The parent company and consolidated financial statements have been prepared under the historical cost convention,
except for: (i) certain financial assets and liabilities that were measured at fair value, as stated in note 3.1.1; (ii) liabilities
of the defined benefit that are recognized at fair value limited to the recognized assets; and (iii) biological assets
measured at fair value through profit or loss, as stated in note 10.
2.3. Functional currency and translation of balances and transactions in foreign currency
The parent company and consolidated financial statements have been prepared and are being presented in Brazilian
reais (R$), which is functional and presentation currency, and all balances are rounded to millions of reais, unless
otherwise stated.
The definition of the functional currency reflects the main economic environment where ITAÚSA and its controlled
companies operate.
The assets and liabilities of subsidiaries with a functional currency that is different from the Brazilian real, when
applicable, are translated as follows:
•
•
•

Assets and liabilities are translated at the foreign exchange rate of the balance sheet date;
Income and expenses are translated at the monthly average foreign exchange rate;
Foreign currency translation gains and losses are recorded in the “Other comprehensive income” account.

Foreign currency transactions are translated into the functional currency using the foreign exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions
and from the translation at year-end/period foreign exchange rates are recognized in Finance result.
2.4. Use of estimates and judgments
In the preparation of the financial statements, the management of ITAÚSA and its controlled companies are required
to use judgments, estimates and assumptions that affect the balances of assets, liabilities, income and expenses in
the periods presented and in subsequent periods.
The judgments, estimates and assumptions are based on information available on the date of the preparation of the
financial statements, in addition to the experience from past and/or current events, and also taking into consideration
assumptions related to future events. Additionally, when necessary, the judgments and estimates are supported by
opinions prepared by experts. These estimates are periodically reviewed and their results may differ from the
originally estimated amounts.
The estimates and assumptions that have a significant risk that is likely to cause a material adjustment to the amounts
in the financial statements within the coming years are as follows:
•
•
•
•
•
•

Recognition of deferred taxes (Notes 11 and 25);
Determination of the fair value of financial instruments, including derivatives (Note 3.1.2);
Provisions, Contingent assets and liabilities (Note 19);
Determination of the fair value of biological assets (Note 10);
Recognition of assets and liabilities related to pension plans; and
Analysis of impairment of assets.

2.5. Consolidation of the financial statements
The consolidated financial statements have been prepared in accordance with the standards established by CPC 36
(R3)/ IFRS 10 – Consolidated Financial Statements.

Itaúsa S.A.
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ITAÚSA consolidates its controlled companies from the moment it obtains the control over them. The financial
statements of the controlled companies are prepared on the same base date as those of ITAÚSA using consistent
accounting policies and practices. When necessary, adjustments are made to the financial statements of the
controlled companies to adapt their accounting practices and policies to ITAÚSA’s accounting policies.
Minority interests amounts, arising from subsidiaries whose ownership interest held by ITAÚSA does not correspond
to total capital stock, are stated separately in the Balance Sheet under “Minority Interests” and in the Statement of
Income under “Net income attributable to non-controlling stockholders”.
Intercompany transactions, balances and unrealized gains and losses on transactions between consolidated
companies were eliminated.
2.6. Adoption of the new and revised accounting standards
Continuing the permanent process of revision of the accounting Standards, IASB and, consequently, the Accounting
Pronouncements Committee (CPC) issued new standards and revisions of the existing standards.
2.6.1. Revised standards and interpretations that have already been issued by CPC and that have been adopted
by ITAÚSA and its controlled companies since January 1, 2020
CPC 00 (R2) / Conceptual Framework – Conceptual Framework for Financial Reporting
CPC 00 (R2) was approved in November 1, 2019 to amend CPC 00 (R1) – Conceptual Framework, issued in 2011. Main
amendments were as follows: (i) it sets out the objective of general purpose financial reporting; (ii) the qualitative
characteristics of useful financial information; (iii) improving definitions of an asset, a liability, income and expenses;
(iv) criteria for including financial assets and liabilities in the financial statements and guidance on when to remove
them; (v) measurement bases and guidance on when to use them; and (vi) concepts and guidance on presentation
and disclosure.
Upon adoption of the standard, ITAÚSA and investees did not record material impacts on its financial statements
accordingly.
Revision of Technical Pronouncements of CPC 14
This revision sets out amendments in a number of pronouncements, interpretations and guidance as a result of: (i)
amendments in a number of CPCs driven by the issue of CPC 00 (R2) / Conceptual Framework; (ii) the amended
definition of business combinations in CPC 15 / IFRS 3; and (iii) the amended denomination of CPC 06 (R2) / IFRS 16
to Leases.
Upon adoption of the standard, ITAÚSA and investees did not record material impacts on its financial statements
accordingly.
2.7. Restatement of the financial statements
Based on the guidance contained in OCPC 07 - Evidence in the Disclosure of General Purpose Accounting and
Financial Reports, ITAÚSA is restating the Statement of Income for September 30, 2019 for the purpose of better
presenting its accounting information, always based on the faithful representation, materiality and relevance of the
information.

Itaúsa S.A.
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Please find below the items in the Statement of Income restated for better presentation of balances:

3. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
3.1. Financial instruments
ITAÚSA and its controlled companies maintain operations with financial instruments. These instruments are managed
by means of operational and internal control strategies aimed at ensuring credit, liquidity, security and profitability.
3.1.1. Classification of financial instruments
We present below the classification and measurement of financial assets and liabilities:

Itaúsa S.A.
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3.1.2. Fair value of financial instruments
For determining fair value, ITAÚSA and its controlled companies project the discounted cash flows of the financial
instruments until the termination of the operations according to contractual rules, also taking into consideration their
own credit risk in accordance with CPC 46 / IFRS 13 – Fair Value Measurement. This procedure may result in a carrying
amount that is different from its fair value mainly because the period for the settlement of the instruments is long
and their costs are different with respect to the interest rates that are currently adopted for similar contracts, as well
as the daily change in interest rates of futures traded in on B3.
The operations with financial instruments that present a carrying amount that is equivalent to the fair value arise from
the fact that these financial instruments have characteristics that are substantially similar to those that would be
obtained if they were traded in the market.
Management decided to record certain loans and financing as liabilities at fair value through profit or loss. The
adoption of fair value is justified by the need for preventing the accounting mismatch between the debt instrument
and the hedging instrument contracted, which is also measured at fair value through profit or loss.
The additional information on the assumptions used in the determination of the fair value of relevant financial
instruments, which differ from the carrying amount or that are subsequently measured at fair value, are disclosed
below taking into consideration the terms and the relevance of each financial instrument:
•

Derivatives: (i) the fair value of the interest rate swap is calculated at the present value of the estimated future
cash flows based on the yield curves adopted by the market; and (ii) the fair value of the swap and NonDeliverable Forward (NDF) related to future foreign exchange contracts are determined based on the foreign
exchange rates discounted at present value.

•

Debts and debentures: they are measured by means of a pricing model that is individually applied to each
transaction, taking into consideration the future flows of payment, based on contractual conditions,
discounted to present value at rates obtained by means of market interest rate curves. Accordingly, the
market value of a security corresponds to its payment amount (redemption amount) carried to present value
by the discount fator.

•

Other debts (NTS acquisition): they are measured by means of a pricing model, taking into consideration the
future flows of payment, based on contractual conditions, discounted to present value at rates obtained by
means of future market interest rate curves.

Itaúsa S.A.
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Additionally, the 7.65% interest in NTS (Note 5) is recorded in the “Marketable securities” account, measured at fair
value through profit or loss and whose hierarchy level is three. The fair value of the investment is calculated based
on the cash flows related to ITAÚSA discounted to present value at a rate that corresponds to the cost of equity that,
on September 30, 2020, is 13.2% (13.6% on December 31, 2019). The assumptions considered for the calculation of
the cost of equity take into consideration: (i) country risk; (ii) US treasury bill risk-free rate (maturing in 10 years); (iii)
market risk premium; (iv) leverage beta including companies with similar business models; and (v) inflation differences
between foreign (US) and domestic markets.
3.1.3. Derivatives
In operations with derivatives, there are no checks, monthly settlements or margin calls, and all contracts are settled
upon their maturities and measured at fair value through profit or loss, taking into consideration market conditions
regarding terms and interest rates. On September 30, 2020 and December 31, 2019 only Duratex recorded derivative
operations.
We present below the types of the contracts in effect:
•

Broad Consumer Price Index (IPCA) swap + Fixed rate x CDI rate: contracts whose purpose is to turn debts
indexed to the IPCA + fixed interest rates into debts indexed to the CDI rate; and

•

NDF (Non Deliverable Forward): contract whose purpose is to Mitigate the foreign exchange exposure. In this
operation, the contract is settled upon its respective maturity date, taking into consideration the difference
between the forward foreign exchange rate (NDF) and the foreign exchange rate at the end of the period
(Ptax).

We present below a table containing the main information regarding the derivatives:

3.2. Risk Management
Because the results of ITAÚSA are directly related to the operations, the activities and the results of its investees,
ITAÚSA is exposed mainly to the risks of the companies in its portfolio.
Through its senior management, ITAÚSA participate on board of directors and supporting committees of the
investees, in addition to the presence of independent members with experience in the respective markets in which
they work, good risk management and compliance practices are stimulated, including integrity. Examples of this work
are the participation of ITAÚSA’s management members: (i) on the Risk and Capital Management Committee of Itaú
Unibanco; (ii) on the Audit and Risk Management Committee of Duratex; and (iii) on the Statutory Audit Committee
of Alpargatas.
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ITAÚSA follows the guidelines contained in the Risk Management Policy approved by the Board of Directors where
the following is defined: (i) the main management and risk control guidelines, in line with the risk appetite established
by the Board of Directors; (ii) the methodology of the risk management process; (iii) the guidelines and guidance to
the Compliance and Corporate Risks Department in the implementation of the integrity program; and (iv) the reviews
of ITAÚSA’s rules, forwarding them, when necessary, for the analysis and approval of the Board of Directors.
Additionally, the controlled companies that do not have their own policy must follow the terms of the Risk
Management Policy in accordance with their respective management structure.
ITAÚSA has a Sustainability and Risks Committee aimed at assessing instruments to hedge/mitigate identified risks,
such as possible insurance policies taken out.
3.2.1. Market risks
Market risks involve mainly the possibility of variations in interest and foreign exchange rates. These risks may result
in the reduction of the value of assets and in the increase of their liabilities due to the rates negotiated in the market.
With respect to foreign exchange rate risks, the controlled company Duratex has an Indebtedness Policy that
establishes the maximum foreign currency-denominated amount that may be exposed to variations in the foreign
exchange rate. Due to the risk management procedures, management carries out periodical assessments of foreign
exchange exposures for the purpose of mitigating them, in addition to maintaining economic hedge mechanisms
aimed at protecting most of its foreign exchange exposure.
With respect to interest rate risks, they are those that can cause ITAÚSA and controlled companies to undergo
economic losses due to adverse changes in these rates. This risk is continuously monitored by management for the
purpose of assessing any need to contract derivative operations to protect ITAÚSA against the volatility in interest
rates. With respect to financial investments, the earnings are indexed to the variation in the CDI rate and redemption
assured by issuing banks, based on contractually agreed rates agreed for investments in CDBs, or on the value of the
quota on the redemption date for investment funds.
3.2.1.1. Sensitivity analysis
The purpose of the sensitivity analysis is to measure the impact of the changes in market variables on each
representative financial instrument. However, the settlement of the transactions involving these estimates may result
in amounts that differ from those estimated due to the subjectivity inherent to the process used in the preparation
of these analyzes.
The information presented in the table contextually measures the impact on the results of ITAÚSA and its controlled
companies due to the changes in each risk described until maturity date these operations. The probable scenario
(base scenario) and two other scenarios are presented representing the deterioration of the risk variable by 25%
(possible) and 50% (remote). The probable scenario was defined by means of assumptions available in the market
(B3 and Bloomberg).
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3.2.2. Credit risk
Credit risk is the possibility of ITAÚSA and its controlled companies not exercising their rights. This description is
related mainly to the accounts below and the maximum exposure to credit risk is reflected by their accounting
balances:
(a)

Customers

The controlled company Duratex has a formalized credit granting policy for the purpose of establishing the
procedures to be followed upon the granting of credit in commercial operations of sale of products and service in
both domestic and foreign markets. For the granting of credit, customers are classified taking into consideration the
length of time of registration and their payment histories and, among other matters, their Financial Statements are
assessed for the purpose of identifying their payment ability associated with a default probability.
The credit limit may be defined based on a percentage of net revenue, equity or a combination of both, also taking
into consideration the average volume of the monthly purchases, but always supported by the assessment of the
economic and financial, documental, restrictive and behavioral situation of the customer. In accordance with the
credit limit, financial guarantees are established and the credit limits are periodically assessed in order to maintain
the diversification of its portfolio and reduce its risk exposure. There is no significant risk of concentration of customer
credit.
(b)

Cash and cash equivalents

ITAÚSA and its controlled companies have formalized policies for the management of funds with financial institutions
that are aimed at ensuring liquidity, security and profitability for the funds. Internal policies determine that the
financial investments must be made with fist-class financial institutions and with no concentration of funds in specific
investments, in order to maintain a balanced proportion that is less subject to losses. Management understands that
the financial investment operations contracted do not expose ITAÚSA and its controlled companies to significant
credit risks that may generate material losses in the future.
3.2.3. Liquidity risk
This is the risk that ITAÚSA and its controlled companies will not have sufficient liquid funds to honor their financial
commitments due to the mismatch of terms or volumes of expected receipts and payments.
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The controlled company Duratex has an indebtedness policy whose purpose is to define the limits and parameters
of indebtedness and the minimum available funds, which is the highest of the following two amounts: (i) sum
equivalent to 60 days of consolidated net revenue for the past quarter; or (ii) debt service plus dividends and/or
interest on capital expected for the following six months.
Additionally, management monitors the continuous expectations of liquidity requirements to ensure that it has
sufficient cash to meet the operational needs, particularly the payment of dividends, interest on capital and other
obligations assumed.
ITAÚSA and its controlled companies invest the cash surplus by choosing instruments with appropriate maturities or
adequate liquidity to provide sufficient margin with respect to the expectations of the outflow of funds.
For the purpose of maintaining the investments at acceptable risk levels, new investments or increases in interests
are discussed in joint meetings of the Executive Board and the Board of Directors of ITAÚSA.
The table below shows the maturities of financial liabilities in accordance with the undiscounted cash flows:

The forecast budget, which was approved by management, shows the ability and cash generation for meeting
obligations.
3.2.3.1. Covenants
The controlled company Duratex has some Debt and debenture contracts that are subject to some covenants in
accordance with the usual market practices and which, when they are not complied with, may result in an immediate
disbursement or early maturity of an obligation with defined flow and frequency. We present below a description of
the financial covenants of the controlled company:
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(a)

Debts

•
•
•

Contracts with BNDES
EBITDA (*) / Net finance cost: equal to or higher than 3.00;
EBITDA (*) / Net operating income: equal to or higher than 0.20;
Equity / Total assets: equal to or higher than 0.45.

•

Agreement with Caixa Econômica Federal (Export Credit Note)
Net debt / EBITDA (*): below or equal to 6.5 up to June 30, 2021 and lower or equal to 4.0 after such period

(b)

Debentures
•

Net debt / EBITDA (*) lower than or equal to 4.0

(*) EBITDA (Earning Before Interest, Taxes, Depreciation and Amortization).

The maintenance of the covenants is based on the financial statements of the controlled company Duratex and,
should the above mentioned contractual obligations be not complied with, Duratex must offers additional
guarantees.
On September 30, 2020 and December 31, 2019 all aforementioned contractual obligations were fully met.
4. CASH AND CASH EQUIVALENTS

5. MARKETABLE SECURITIES

This refers to the 7.65% interest of ITAÚSA in the capital of NTS acquired on April 4, 2017. Since ITAÚSA does not
have a significant influence over the decisions on the financial and operational policies of NTS, the investment is
classified as a financial asset in accordance with CPC 48 / IFRS 9 – Financial instruments, and measured at fair value
through profit or loss in Finance result. For further information on the assumptions used in fair value calculation,
please see Note 3.1.2.
In 2020, ITAÚSA recorded dividends and interest on capital from NTS, in contra-entry to income under “Other income
and expenses” in the amount of R$138 (R$124 in 2019) (Note 23).
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Management periodically monitors any risks of impairment of Marketable securities. Taking into consideration the
nature of these assets and the history of loss, ITAÚSA did not recognize any impairment losses on the above
mentioned assets.
6. TRADE ACCOUNTS RECEIVABLE

There are no real encumbrances, guarantees offered and/or restrictions to the trade accounts receivable amounts.
No customer individually represents more than 10% of trade accounts receivable or revenue.
The balance of trade accounts receivable and the allowance for estimated losses on doubtful accounts include the
impacts of the COVID-19 pandemic, as mentioned in Note 30 to these financial statements under "Duratex".
The exposure of ITAÚSA and its controlled companies to credit risks related to trade accounts receivable are disclosed
in Note 3.2.2.
6.1. Allowance for estimated losses on doubtful accounts
As required by CPC 48 / IFRS 9 – Financial instruments, a detailed analysis of the balance of trade accounts receivable
must be made and, in accordance with the simplified approach, an allowance for estimated losses on doubtful
accounts is recognized to cover any losses on the realization of these assets.
We present below the changes in the allowance for estimated losses on doubtful accounts:
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7. INVENTORIES

On September 30, 2020 and December 31, 2019, the controlled companies had no inventories offered in guarantee.
The changes in the allowance for estimated losses on doubtful accounts on the realization of inventories are
presented below:

8. DIVIDENDS AND INTEREST ON CAPITAL RECEIVABLE
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9. OTHER ASSETS AND LIABILITIES

9.1. Sale of property, plant and equipment
This refers mainly to the amounts receivable arising from the sale of rural land of the indirectly-controlled company
Duratex Florestal.
9.2. Acquisition of NTS
Refers to payment obligation due to “Nova Infraestrutura Fundo de Investimento em Participações e Multiestratégia”,
arising from the acquisition of a 7.65% interest in the capital of NTS, originally amounting to US$72 million, adjusted
based on a fixed interest rate of 3.35% a year, capitalized on an annual basis in the principal amount, to be paid in a
single installment in April 2022. The change in the September 30, 2020 balance compared to December 31, 2019 was
mainly driven by the foreign exchange variation in the period, due to the effects of the COVID-19 pandemic, among
other aspects, as mentioned in Note 30 to these financial statements under “ITAÚSA”.
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10. BIOLOGICAL ASSETS
The indirectly-controlled companies Duratex S.A. (Colombia), Duratex Florestal Ltda. and Caetex Florestal S.A. have
eucalyptus and pine tree forest reserves that are used, primarily, as raw material in the production of wood panels,
floorings and, secondarily, for sale to third parties.
The forest reserves serve as a guarantee of supply to the factories, as well as a protection against risks regarding
future increases in the price of wood. This is a sustainable operation that is integrated with its industrial complexes,
which, together with a supply network, provides a high level of self-sufficiency in the supply of wood.
On September 30, 2020 the companies had, approximately, 100.8 thousands hectares in effectively planted areas
(139.2 thousands hectares on December 31, 2019) that are cultivated in the states of São Paulo, Minas Gerais, Rio
Grande do Sul, Alagoas and in Colombia. The reduction in the effective planting areas was mainly driven by the capital
contribution in indirect investee LD Celulose S.A..
The forests are free of any encumbrances or guarantees to third parties, including financial institutions. Additionally,
there are no forests for which the ownership is restricted.
The balance of the biological assets is composed of the cost of formation of the forests and the fair value difference
over the cost of formation, as presented below:

The changes in the period are as follows:

10.1. Fair value
Fair value is determined based on the estimate of volume of wood that is ready to be harvested, at the current prices
of standing wood, except for the eucalyptus forests that are up to one year old and the pine forests that are up to
four year old, which are maintained at cost, due to the belief that these amounts approximate their fair value.
Fair value was determined by the valuation of the expected volumes that are ready to be harvested at current market
prices based on estimates of volumes. The main assumptions used were:
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•

Discounted cash flows expected wood volume that is ready to be harvested, taking into consideration current
market prices, net of the unrealized planting costs and the costs of capital of the land used in the plantation,
measured at present value at the discount rate of September 30, 2020 of 5.3% a year, which corresponds to
the average weighted cost of capital of the controlled company Duratex, which is reviewed on an annual
basis by its management.

•

Wood prices: they are obtained in R$/cubic meter by means of surveys on market prices disclosed by
specialized companies for regions and products that are similar to those of the controlled company Duratex,
in addition to the prices adopted in transactions with third parties, also in active markets.

•

Difference: the volumes of harvests that were separated and valued according to the species: pine and
eucalyptus, (ii) region; and (iii) destination (sawmill and process).

•

Volumes: estimate of the volumes to be harvested (6th year for eucalyptus and 12th year for pine) based on
the projected average productivity for each region and species. The average productivity may vary according
to age, rotation, climate conditions, quality of seedlings, fire and other natural risks. For the forests that have
already been formed, the current volumes of wood are used. The volume estimates are supported by cycle
counts made by specialized technicians as from the second year of the forests and their effects are
incorporated into the financial statements.

11. DEFERRED INCOME TAX AND SOCIAL CONTRIBUTION
The balance of and changes in deferred income tax and social contribution are presented below:
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11.1. Deferred assets
11.1.1. Expectation of realization
Deferred tax assets are recognized taking into consideration the probable realization of these credits, based on
projections of future results, prepared based on internal assumptions and economic scenarios approved by
management that may change. We present below the expectation of realization of deferred assets:

11.1.2. Unrecognized tax credits
ITAÚSA and its controlled companies have tax credits related to income tax and social contribution loss carryforwards
and temporary differences that are not recognized in the financial statements due to uncertainties of their realization.
On September 30, 2020, the unrecognized credits of ITAÚSA correspond to R$188 (R$79 on December 31, 2019) and
in the consolidated financial statements, they correspond to R$348 (R$243 on December 31, 2019). The above
mentioned credits may be recognized in the future in accordance with the annual review of the projection of taxable
profit generation and the term for their use is indefinite.
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12. RIGHT-OF-USE AND LEASES
Lease liabilities are measured at the present value of the remaining payments, discounted at the nominal incremental
rate on their debts. Right-of-use assets are measured at the same amount as the lease liability upon initial recognition,
net of accumulated depreciation to be realized using the straight-line method over the lease term.
For the lease contract of ITAÚSA, management considered a renewal of the contract (72 months in total) because it
believes that the renewal conditions are reasonable. Meanwhile, the controlled company Duratex, due to the longterm characteristics of the contracts, substantially, did not consider a renewal of the land lease contracts. For the
other contracts, when applicable, a renewal was considered.
With respect to payments, these basically refer to fixed amounts agreed in agreements annually adjusted based on
an inflation-linked index.
12.1. Right-of-use assets

12.2. Lease liabilities
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Discount rates are as follows:

The maturities of the lease liabilities take into consideration the following future flow of payments:
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12.3. Inflation effects
Please find below the inflation effects on balances, compared to the balances in the financial statements:

13. INVESTMENTS
13.1. Changes in investments
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13.1.1. Merger of the wholly-owned subsidiary Itaúsa Empreendimentos
On August 30, 2019, the Extraordinary General Stockholder’s Meeting resolved upon the merger of the wholly-owned
subsidiary Itaúsa Empreendimentos into ITAÚSA. Itaúsa Empreendimentos had an administrative structure composed
of approximately 80 professionals.
The purpose of this corporate restructuring was to seek greater operational synergy and efficiency, with the
consequent optimization and rationalization of administrative costs and accessory obligations arising from the
maintenance of Itaúsa Empreendimentos.
Taking into consideration the corporate structure of Itaúsa Empreendimentos, the merger was implemented without
diluting ITAÚSA’s capital, since there was no capital increase, issue of new shares, share exchange ratio or right to
withdraw for any stockholders.
13.1.2. Acquisition of additional equity interest in Alpargatas
In May and August 2019, ITAÚSA acquired at B3 (over-the-counter market) 7,693,152 preferred shares of Alpargatas
for the amount of R$154. The shares acquired represent 1.33% of Alpargatas total shares and ITAÚSA became the
holder of a 28.88% interest (excluding treasury shares).
Between the months of March and April 2020, ITAÚSA once again purchased on B3 over 1,789,900 preferred shares
from Alpargatas for a total amount of R$41. These purchased shares account for 0.31% of the total shares of
Alpargatas, with ITAÚSA now holding a total 29.19% stake (excluding treasury shares).
In June and September 2020, ITAÚSA completed the purchase price allocation process of the acquisitions carried out
in May and August 2019, respectively, consideration the interest in the net assets and liabilities measured at fair value,
the consideration paid by ITAÚSA and the goodwill from the expectation of future profitability. For other acquisitions,
the purchase price allocation process is still in progress.
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13.1.3. Completion of the merger of Itautec shares
On June 14, 2019, the merger of Itautec shares into ITAÚSA was completed. The transaction was approved by the
stockholders of both companies at their respective general meetings held on April 30, 2019. Itautec’s stockholders
became the holders of the same number of preferred shares issued by ITAÚSA (ITSA4). To this end, 118,815 preferred
shares (ITSA4) were issued by ITAÚSA, culminating in the dilution of 0.001% for ITAÚSA’s stockholders. These shares
entitled their holders to all earnings declared as of that date. The exercise of the right to dissent by ITAÚSA's
stockholders culminated in the acquisition of 1,873 common shares for treasury, which were then cancelled by means
of a resolution of the Board of Directors on August 12, 2019.
Furthermore, on August 15, 2019, Itautec had its request for cancellation of registration as a category “A” publiclyheld company granted by CVM.
13.1.4. Acquisition of Cecrisa Revestimentos Cerâmicos S.A. (“Cecrisa”) by the controlled company Duratex
On July 31, 2019, the controlled company Duratex, by means of its controlled company Cerâmica Urussanga S.A.
(“Ceusa”), acquired the totality of the shares of the capital of Cecrisa and its controlled companies, which are
specialized in the manufacturing of ceramic tiles, for the amount of R$378.
13.1.5. Full acquisition of Viva Decora by subsidiary Duratex
At the Notice to the Market published on August 5, 2020, subsidiary Duratex announced that on July 31, 2020 it
entered into an agreement for the full acquisition of the then affiliate Viva Decora Internet Ltda. (“Viva Decora”), in
which it already held a 44.16% ownership interest.
No financial disbursement will be required by Duratex for such acquisition, as the payment to other stockholders will
be made by using the cash available at Viva Decora.
13.1.6. Corporate operations in investee Duratex
In January 2020, investee Duratex completed the partial spin-off of its wholly-owned subsidiary Duratex Florestal
Ltda., thus incorporating the following amounts:
Description

Amount

Inventories

2

PPE

6
486

Biological asset

(1)

Personnel liabilities
Deferred taxes

(65)

Total

428

After the takeover, between January and February 2020, investee Duratex contributed capital in its affiliate LD Celulose
S.A., in the following amounts:
Description

Note

2

Inventories
PPE
Biological asset
Personnel liabilities
Total

Amount

14.2
10

9
486
(1)
496

In addition to the contributions above, investee Duratex has also made capital contributions, in the amount of R$522,
totaling R$1,018 in contributions to its affiliate LD Celulose S.A.
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13.2. Reconciliation of investments
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13.3. Summarized consolidated information of the relevant investees
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14. PROPERTY, PLANT AND EQUIPMENT (PPE)
14.1. Breakdown

14.2. Changes

14.3. Property, plant and equipment in guarantee
On September 30, 2020, the property, plant and equipment of the controlled company Duratex included land, farms
and vehicles offered in guarantee in lawsuits totaling R$2 (R$2 on December 31, 2019).
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14.4. Assessment of the recoverable amount
For the period ended September 30, 2020, there was no indication, whether by means of external sources or internal
sources of information that any asset had been impaired. Accordingly, management believes that the carrying amount
of assets recorded is recoverable and, therefore, the recognition of a provision for impairment losses was not
necessary.
15. INTANGIBLE ASSETS
15.1. Breakdown

15.2. Changes
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15.3. Goodwill from the expectation of future profitability
The controlled company Duratex recognized goodwill from the expectation of future profitability in the process of
acquisition of the following investments:

15.4. Impairment test
As a result of the COVID-19 pandemic, on September 30, 2020, investee Duratex updated the projections used to
assess the impairment of its intangible assets with indefinite useful life, based on the information available so far, and
found that the amount of cash flows of the Cash-generating units was higher than the accounting amounts. Therefore,
there was no need to record impairment losses.
16. TRADE ACCOUNTS PAYABLE
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17. DEBTS
17.1. Breakdown

Debts identified in the table above as “with swap” are measured at fair value through profit or loss so as to avoid the
accounting mismatch between the debt instrument and the contracted hedging instrument.
The covenants related to Debt contracts are presented in Note 3.2.3.1.
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17.2. Changes

17.3. Maturity
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18. DEBENTURES
18.1. Breakdown

Debentures do not have guarantees and are not convertible into shares.
The covenants related to the Debentures are presented in Note 3.2.3.1.
18.2. Changes
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18.3. Maturity

19. PROVISIONS AND CONTINGENT ASSETS AND LIABILITIES
ITAÚSA and its controlled companies are parties to lawsuits and administrative proceedings involving labor, civil, tax
and social security claims arising from the ordinary course of their business.
Based on the opinion of its legal advisors, management believes that the provisions are sufficient to cover any losses
arising from the lawsuits and administrative proceedings.
19.1. Provisions
We present below the changes in provisions for the periods:
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19.1.1. Tax
The provisions are equivalent to the principal amount of the taxes involved in administrative or judicial disputes that
are the subject matter of self-assessment or official assessment, plus interest and, when applicable, fines and charges.
In the case of an administrative proceeding that involves a legal obligation, the amount involved is recorded in a
provision regardless of the probability of loss since the success in the proceeding depends on the recognition of the
unconstitutionality of the Law in force. In other cases, the provision is recognized whenever loss is considered
probable.
Parent Company and Consolidated
Noteworthy is the lawsuit filed by ITAÚSA claiming the right to adopt the PIS and COFINS cumulative tax system at
3.65%, in view of the illegality and unconstitutionality of including holding companies in the non-cumulative tax
system (9.25%). The challenged and unpaid 5.60% difference, for the April 2011 to October 2017 period, is being
demanded through a Tax Enclosure pledged by a performance bond. The difference for the November 2017 to
February 2020 period was deposited with the court and, as from March 2020 ITAÚSA has been paying the full PIS and
COFINS amounts while it waits for the appeals it has filed to be tried by higher courts. The Company recognized a
contingency as it is an issue involving a legal obligation, even though the chance of loss is possible.
On September 30, 2020, adjusted amount is R$1,753 (R$1,723 on December 31, 2019). Judicial deposits total on
September 30, 2020 is R$411 (R$388 on December 31, 2019).
19.1.2. Labor
These refer to lawsuits that claim, substantially, alleged labor rights related to overtime, occupational disease, equal
pay and joint liability.
19.1.3. Civil
These refer mainly to lawsuits for property damage and pain and suffering.
19.2. Contingent liabilities
ITAÚSA and its controlled companies are parties to labor, civil and tax claims that are in dispute and the losses arising
from which were considered possible, not requiring the recognition of a provision, and they are presented below:

19.2.1. Tax
Among the main disputes in tax proceedings for which the probability of loss is considered possible are the following
proceedings:
•

Income Tax Withheld at Source, Corporate Income Tax, Social Contribution on Profit, PIS and COFINS (rejection
of the request to offset): Cases in which liquidity and the certainty of offsetting credit are considered whose
adjusted balance on September 30, 2020 amounts to R$331 (R$314 on December 31, 2019) in ITAÚSA and its
controlled companies.
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•

Taxation on the revaluation reserve of the controlled company Duratex: Dispute related to the taxation of the
Revaluation reserve in corporate spin-off operations carried out in 2006 and 2009 whose adjusted balance on
September 30, 2020 amounts to R$301 (R$298 on December 31, 2019) in the controlled company Duratex.

•

Loss of lawsuit fees (PIS and COFINS tax foreclosure): This refers to the portion of the legal fees related to the
tax foreclosure described in note 19.1.1 whose adjusted balance on September 30, 2020 amounts to R$268
(R$264 on December 31, 2019) in ITAÚSA.

•

PIS and COFINS (Disallowance of credits): Dispute over the restriction of the right to credit from certain inputs
related to these taxes whose adjusted balance on September 30, 2020 amounts to R$69 (R$62 on December
31, 2019) in the controlled company Itautec.

19.3. Contingent assets
ITAÚSA and its controlled companies are parties to a legal dispute for the reimbursement of taxes and contributions,
as well as to civil lawsuits in which they have rights to receive or expectations of rights to receive.
The table below presents the main proceedings for which, in accordance with the assessment of the legal advisors,
the chances of success are considered probable. As these are contingent assets, the amounts corresponding to these
lawsuits and the recording will be carried out in the manner and to the extent of the favorable judgment when this
becomes final and unappealable. Accordingly, these lawsuits are not recognized in the Financial Statements.

19.3.1. PIS/COFINS – ICMS excluded from calculation basis
In the period, investee Itautec calculated PIS and COFINS credits judicially recognized by way of a Writ of Mandamus,
in which it claimed the right to exclude ICMS from the calculation basis of these contributions. This decision became
final and unappealable after the Brazilian Federal Supreme Court (STF), on a general repercussion basis, awarded a
favorable judgment of the thesis to taxpayers, in the records of Extraordinary Appeal No. 574.706. Part of the credit
was calculated based on COSIT Internal Consultation Solution No. 13/2018, which determined the exclusion of the
ICMS portion effectively paid only, totaling R$30. The total credit amount is still pending review of proper
documentation to ascertain the credit right eligibility so as to commence the execution of judgment and the issue of
the certificate of judgment debt of the government.
19.3.2. Brazilian Treasury Bonds – (“BTN”)
In the period, ITAÚSA and investee Itautec were awarded a final and unappealable decision for the lawsuit claiming
the recognition of credit due to the incorrect monetary adjustment applied by the Government for the redemption
of the BTN, purchased under the scope of Law No. 7,777/89, which had set forth the adjustment based on either the
Consumer Price Index (IPC) or foreign exchange variation, at the plaintiff’s discretion. However, with the introduction
of the Collor Plan and Law No. 8,088/1990, the BTN adjustment index was changed to the Tax Adjustment Index
(IRVF) and the exchange variation of the U.S. dollar, thus leading to an understated amount being redeemed. The
credit amount is to be discussed upon execution of the judgment, which, after a final and unappealable decision is
issued, will be paid through the issue of the certificate of judgment debt of the government.
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20. EQUITY
20.1. Capital
On September 30, 2020 and December 31, 2019, fully subscribed and paid-up capital amounts to R$43,515 and it
comprises book-entry shares with no par value, as presented below:

Preferred shares do not entitle their holders to vote, however, they provide the following advantages to their holders:
•

Priority in the receipt of a non-cumulative annual minimum dividend of R$0.01 per share;

•

The right, in a possible disposal of control, to be included in a public offering of shares so as to entitle them
to a price equal to 80% of the amount paid for a share with voting rights, which is part of the controlling
group, and dividends equal to those of the common shares.

Capital may be increased by up to 12,000,000,000 shares, of which up to 4,000,000,000 are common shares and up
to 8,000,000,000 are preferred shares.
20.2. Reserves
20.2.1. Revenue reserves
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20.3. Carrying value adjustment

The balances refer, in its totality, to the equity method on the carrying value adjustments of associates and jointlycontrolled companies.
20.4. Distribution of profit, Dividends and Interest on capital
20.4.1. Distribution of profit

Shares of both types are included in profits distributed in equal conditions, after common shares are assured
dividends equal to the annual minimum mandatory of R$0.01 per share to be paid to preferred shares.
The amount per share of dividends and interest on income in 2020 is as follows:
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20.4.2. Dividends and interest on income payable
Changes in dividends and interest on income is as follows:

21. NET REVENUE

22. RESULT BY NATURE

22.1. Other expenses (Parent Company)
Of the accumulated amount of R$30 in 2020 (R$57 in 2019), R$16 (R$45 in 2019) refers to third-party services, such
as consulting services and legal fees.
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23. OTHER INCOME AND EXPENSES

23.1. Result from sale of property, plant and equipment
This refers to the result from the sale of 3.34% ownership, held by ITAÚSA, in Itaú Unibanco Centro Empresarial (IUCE)
to Itaú Unibanco Holding, carried out in June 2019.
24. FINANCE RESULT

24.1. PIS/COFINS on financial income
This refers mainly to PIS/COFINS levied on the interest on capital received.
24.2. Foreign exchange variation – assets and liabilities (Parent company)
All lines relate to the amount payable to “Nova Infraestrutura Fundo de Investimento em Participações e
Multiestratégia”, a multi-strategy equity investment fund, driven by the acquisition of 7.65% of NTS (Note 9.2).
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25. INCOME TAX AND SOCIAL CONTRIBUTION
The amounts recorded as income tax and social contribution expenses in the financial statements are reconciled with
the nominal rates provided for in legislation, as stated below:

26. EARNINGS PER SHARE

27. SEGMENT INFORMATION
The disclosed operating segments reflect, in a consistent manner, the management of decision-making processes
and the monitoring of results by the Executive Committee, the main operational decision-maker at ITAÚSA.
Companies in which ITAÚSA invests are independent to define different and specific standards in management and
segmentation of their respective business.
The accounting policies for each segment are in compliance with used by ITAÚSA. Segments have a diversified
customer portfolio, with no concentration on revenue.
ITAÚSA’s operating segments were defined in accordance with the reports presented to the Executive Committee.
Segments included in the consolidated financial statements of ITAÚSA are as follows:
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•

Duratex: It has 3 business segments: (i) Deca – manufactures and sells bathroom porcelains and metals,
showers and electric taps, sold under Deca and Hydra brands, distinguished for a wide line of products, bold
design and high quality; (ii) Ceramic tiles – manufactures and sells floor and wall coatings under Ceusa, Cecrisa,
and Portinari brands, distinguished in the domestic market for its innovation, quality and cutting-edge
technology; and (iii) Wood – manufactures and sells wood panels from pine and eucalyptus from certified
reforestation forests, largely used in the manufacture of furniture, mainly fiberboard, chipboard and medium,
high and super-density fiberboards, better known as MDF, HDF and SDF, from which laminate and vinyl
flooring, under Durafloor brand, and ceiling and wall coatings are manufactured.

•

Other: These refer to the information on Itautec and ITH Zux Cayman. In 2019, Itaúsa Empreendimentos
(merged into ITAÚSA on August 2019) is also included.

Even though Itaú Unibanco, Alpargatas and NTS are not controlled companies and, therefore, are not included in the
consolidated financial statements, Management reviews their information and consider them as a segment, as they
are part of ITAÚSA’s investment portfolio. Their activities are detailed as follows:
•

Itaú Unibanco: it is a banking institution that offers, directly or by means of its subsidiaries, a broad range of
credit products and other financial services to a diversified individual and corporate client base in Brazil and
abroad.

•

Alpargatas: its activities include the manufacturing and sale of footwear and its respective components,
apparel, textile items and respective components, leather, resin and natural or artificial articles, and sports
articles.

•

NTS: a natural gas transporter, by means of gas pipelines, that operates in the states of Rio de Janeiro, Minas
Gerais and São Paulo, which correspond to approximately 50% of the consumption of gas in Brazil. This system
has connections with the Brazil-Bolivia gas pipeline, with liquefied natural gas (LNG) terminals and with gas
processing units.
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28. RELATED PARTIES
Transactions between related parties arise from the ordinary course of business and are carried out based at amounts
and usual market rates prevailing on the respective dates, as well as under reciprocal conditions.
ITAÚSA has a “Policy for Transactions with Related Parties” approved by the Board of Directors that is aimed at
establishing rules and procedures to assure that the decisions involving transactions with related parties and other
situations with potential conflicts of interest are made so as to ensure reciprocity and transparency, thus guaranteeing
to stockholders, investors and other stakeholders that the transactions were based on the best corporate governance
practices.
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In addition to the amounts of dividends receivable (Note 8), the other balances and transactions between related
parties are presented below:

28.1. Guarantees offered
ITAÚSA is a guarantor of the following transactions:
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28.2. Management compensation

29. NON-CASH TRANSACTIONS
In conformity with CPC 03 (R2) / IAS 7 – Statement of Cash Flows, any investment and financing transactions not
involving the use of cash or cash equivalents should not be included in the statement of cash flows.
All investment and financing activities not involving changes in cash and therefore are not recorded in any account
in the Statement of Cash Flows, are shown as follows:

30. ADDITIONAL INFORMATION
COVID-19 impacts
Together with its investees, ITAÚSA has undertaken efforts to minimize the impacts of the current Covid-19 pandemic
on its operations and society, in addition to adopting a number of measures to protect the employees’ health,
wellbeing and safety.
ITAÚSA’s Management has been constantly monitoring the economic and financial impacts of this pandemic that
adversely impact its results and those of its investees.
We highlight below some effects in the Interim Financial Statements of September 30, 2020 on ITAÚSA and main
investees:
•

ITAÚSA: foreign exchange variation on the time installment denominated in US dollars in connection with
the acquisition of interest in NTS’ capital. Moreover, aimed at supporting public health activities and
contributing to the pandemic relief efforts, ITAÚSA donated R$50 million to the “Todos pela Saúde” (All for
Health) alliance.
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•

Itaú Unibanco: (i) increases in loan and financing operations, particularly to companies; (ii) increases in
requests for renegotiations and extensions for loan operation payment terms; (iii) impacts on the estimated
allowance for doubtful accounts and on the impairment of financial assets; (iv) impacts on the pricing of its
financial instruments driven by high volatility of markets; (v) increase in funding operations carried out; (vi)
possible increase in deferred taxes, the realization of which will depend on projected future taxable income;
(vii) possible impacts on present value of liabilities and on fair value of assets, post-employment benefit plans,
caused by changes in the interest rates of government securities; (viii) increase in technical provisions for
insurance and decrease in private pension contributions; and (ix) full prepayment of Christmas bonus to all
employees. Furthermore, in April 2020, Itaú Unibanco set up the “Todos pela Saúde” (All for Health) initiative
with the donation of R$1 billion to fight the novel coronavirus and its effects on Brazilian society. The “Todos
pela Saúde” initiative will operate by way of four action axes: Informing, Protecting, Caring, and Resuming.

•

Alpargatas: (i) strengthening the cash position through funding of bank credit lines to protect liquidity,
partially repaid in advance; (ii) extending tax payment terms; (iii) increase in expected loan loss from clients
due to higher credit risk and extensions of securities terms; (iv) lower dilution of cost of labor force and
manufacturing expenses; and (v) renegotiating agreements for discounts from rents of shops and offices.
Alpargatas donated funds and products, in the amount of R$26 (cost value), through Instituto Alpargatas and
the “Todos pela Saúde” (All for Health) alliance.

•

Duratex: (i) debt increase driven by loans raised for proper liquidity management, partially repaid in advance;
(ii) extending terms for trade accounts receivable, partially mitigated by extended terms with suppliers and
extending tax payment terms; (iii) supplementing the provision for loan losses; and (iv) negative impact of
foreign exchange variation. Duratex contributed with funds and products to 20 initiatives across Brazil,
benefitting field hospitals and social actions in the total amount of R$7 (cost value).

The main impacts of Covid-19 on the Interim Financial Statements are mentioned in Notes: 6 – Trade accounts
receivable, 9 – Other assets and liabilities, 17 – Loans and financing, and 23 – Other income and expenses.
It is noteworthy mentioning that ITAÚSA and investees keep on monitoring and assessing the impacts of the
pandemic on their results, as well as the effects on estimates and critical judgments involving their Financial
Statements.
31. SUBSEQUENT EVENTS
31.1. Corporate restructuring of Itaú Unibanco involving investment in XP INC.
On November 4, 2020, according to the Material Fact disclosed to the market, ITAÚSA announced to its stockholders
and the market that Itaú Unibanco has been keeping internal discussions on the future of its investment in XP Inc.
(“XP”) and that it is at advanced stage of analyzing and discussing the possibility of segregating this business line
into a new company (“Newco”) by spinning companies from its conglomerate with transfer of part of its equity, which
is represented by shares representing 41.05% of XP's capital, into Newco.
If carried out, this transaction would lead to Itaú Unibanco's stockholders receiving an equity interest in Newco, whose
only asset would be these shares of XP’s capital. Newco would be a publicly-held company listed on stock exchange
and a signatory to the current XP Shareholders' Agreement with Itaú Unibanco.
As a result of this transaction, ITAÚSA would hold, directly and indirectly, 37.39% of Newco’s total capital and the
equivalent share of 15.35% of XP’s total capital.
If Itaú Unibanco decides to implement the spin-off currently under analysis, this would not be consummated before
December 31, 2020. Accordingly, this transaction should not produce effects on ITAÚSA in this fiscal year.
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31.2. Allocation of the Special Reserve of the Defined Benefit Plan (BD)
On October 2, 2020, the National Superintendence for Supplementary Pensions (PREVIC) approved the allocation of
the special reserve of the BD Plan for fiscal year 2017, to be refunded to all sponsors in 36 monthly installments from
November 2020, in the amounts of R$2 in ITAÚSA and R$14 in consolidated.

*
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(A free translation of the original in Portuguese)

Report on review of parent company and
consolidated interim financial statements
INDEPENDENT AUDITOR’S REPORT
To the Board of Directors and Stockholders
Itaúsa S.A.

Introduction
We have reviewed the accompanying balance sheet of Itaúsa S.A. ("Company") as at September 30, 2020 and the
related statements of income and comprehensive income for the quarter and nine-month period then ended, and the
statements of changes in equity and cash flows for the nine-month period then ended, as well as the accompanying
consolidated balance sheet of Itaúsa S.A. and its subsidiaries ("Consolidated") as at September 30, 2020 and the
related consolidated statements of income and comprehensive income for the quarter and nine-month period then
ended, and the consolidated statements of changes in equity and cash flows for the nine-month period then ended,
and a summary of significant accounting policies and other explanatory notes.
Management is responsible for the preparation and presentation of these parent company and consolidated interim
financial statements in accordance with the accounting standard CPC 21, Interim Financial Reporting, of the
Brazilian Accounting Pronouncements Committee (CPC), and International Accounting Standard (IAS) 34 - Interim
Financial Reporting, of the International Accounting Standards Board (IASB). Our responsibility is to express a
conclusion on these interim financial statements based on our review.
Scope of review
We conducted our review in accordance with Brazilian and International Standards on Reviews of Interim Financial
Information (NBC TR 2410 - Review of Interim Financial Information Performed by the Independent Auditor of the
Entity, and ISRE 2410 - Review of Interim Financial Information Performed by the Independent Auditor of the
Entity, respectively). A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with Brazilian and International Standards on
Auditing and consequently did not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.
Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
financial statements referred to above are not prepared, in all material respects, in accordance with CPC 21 and IAS
34.
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Other matters
Statements of value added
The interim financial statements referred to above include the parent company and consolidated statements of value
added for the nine-month period ended September 30, 2020. These statements are the responsibility of the
Company's management and are presented as supplementary information. These statements have been subjected to
review procedures performed together with the review of the interim financial statements for the purpose of
concluding whether they are reconciled with the interim financial statements and accounting records, as applicable,
and if their form and content are in accordance with the criteria defined in the accounting standard CPC 09 "Statement of Value Added". Based on our review, nothing has come to our attention that causes us to believe that
these statements of value added have not been properly prepared, in all material respects, in accordance with the
criteria established in this accounting standard, and consistent with the parent company and consolidated interim
financial statements taken as a whole.
São Paulo, November 9, 2020

PricewaterhouseCoopers
Auditores Independentes
CRC 2SP000160/O-5

Emerson Laerte da Silva
Contador CRC 1SP171089/O-3
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CNPJ 61.532.644/0001-15
A Publicly Listed Company

OPINION OF THE FISCAL COUNCIL
1. OPINION OF THE FISCAL CONCIL
The members of Fiscal Council of ITAÚSA S.A. (“Company”) have proceeded to examine the individual and
consolidated interim financial statements for the quarter ending September 30, 2020, which were reviewed by
PricewaterhouseCoopers Auditors Independents (“PwC”), as Conglomerate’s independent auditor.
The Fiscal Councilors have verified the exactness of the elements examined and considering the unqualified report
issued by PwC, understand that these documents adequately reflect the equity situation, the financial position and
the activities of Company in the period. São Paulo (SP), November 9, 2020. (signed) Tereza Cristina Grossi Togni –
President; Eduardo Rogatto Luque, Flávio César Maia Luz, Isaac Berensztejn and Marco Túlio Leite Rodrigues –
Councilors; and Rosangela Valio Camargo - Secretary.

ALFREDO EGYDIO SETUBAL
Investor Relations Officer
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CNPJ 61.532.644/0001-15
A Publicly Listed Company
SUMMARIZED MINUTES OF THE MEETING OF THE BOARD OF OFFICERS
HELD ON NOVEMBER 9, 2020
2. SUMMARIZED MINUTES OF THE MEETING OF THE BOARD OF OFFICERS
DATE, TIME, FORM AND PLACE: on November 9, 2020 at 1:00 p.m., pursuant to sub-item 7.7.1 of the Bylaws, reason
why the meeting will be considered as held at the registered office the ITAÚSA S.A., located at Paulista Avenue,
1938, 5th floor, in the city and state of São Paulo.
CHAIR: Alfredo Egydio Setubal, CEO.
QUORUM: all members of the Executive Committee, with the participation of Managing Officers invited to participate
in the meeting.
RESOLUTIONS ADOPTED: following due examination of the interim individual and consolidated account statements
for the third quarter of 2020, which were favorably recommended by the Finance Commission, the Board unanimously
resolved, in the terms to sub-item 7.7 of the Bylaws, and pursuant to the provisions in sub-section V and VI of Article
25 of CVM Instruction 480/09, amended, declare that:
(i) it has reviewed, discussed and agrees with the opinions expressed in the review report issued by
PricewaterhouseCoopers Auditores Independentes, as independent auditors; and
(ii) it has reviewed, discussed and agrees with the interim individual and consolidated account statements for
the quarter ended on September 30, 2020.
CONCLUSION: there being no further matters to discuss, these minutes were drafted, read and approved by the
Executive Committee, by e-mail. São Paulo (SP), November 9, 2020. (signed) Alfredo Egydio Setubal - CEO; Alfredo
Egydio Arruda Villela Filho, Roberto Egydio Setubal and Rodolfo Villela Marino - Vice Presidents.

ALFREDO EGYDIO SETUBAL
Diretor de Relações com Investidores
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