
 

 

Independent auditor’s report on individual and consolidated financial statements 

To the Shareholders, directors and officers of Celulose Irani S.A. 

Porto Alegre - RS 
 

Qualified opinion  

We have examined the individual and consolidated financial statements of Celulose Irani S.A. (Company), 

identified as the parent company and consolidated, respectively, which comprise the balance sheet as of 

December 31, 2018 and the related statements of income, comprehensive income, changes in 

shareholders' equity and cash flows for the year then ended, as well as the accompanying notes, which 

include significant accounting policies and other clarifying information. 

In our opinion, except for the effects of the subject described in the following section entitled “Basis for 

qualified opinion”, the financial statements referred to above present fairly, in all material respects, the 

individual and consolidated financial position of Celulose Irani SA on December 31, 2018, the individual 

and consolidated performance of its operations and their respective individual and consolidated cash 

flows for the year then ended, in accordance with accounting practices adopted in Brazil and with the 

international financial reporting standards ( IFRS) issued by the International Accounting Standards Board 

(IASB). 

 

Basis for qualified opinion  

 

As described in Note 15 to the financial statements, the Company and its subsidiary, Iraflor Comércio de 

Madeiras Ltda. entered into an agreement for purchase and sale, in 2016, of 4,644 hectares of forests, for 

the amount of R$ 55,500 thousand with the company Global Fund Reflorestamento e Exploração de 

Madeira Ltda. (“buyer”). The purchase and sale agreement contained annual purchase options in favor of 

the Company’s parent company (Irani Participações S.A.) and its subsidiaries, in relation to the volume of 

forest wood, which could be exercised during a period of 11 years (as of 2016), for the fixed value 

established in the agreement, adjusted by the IPCA. For the year ended December 31, 2016, the Company 

recognized this contract in its consolidated financial statements in the amount of R$ 55,500 thousand as 

income from sales of forests (other income) and the amount of R$ 51,845 thousand as cost of forests sold 

(other expenses), in connection with the write off of the respective forests (previously classified as 

biological assets). Under the accounting practices adopted in Brazil and under the international financial 

reporting standards (IFRS), as the seller retained the risks and benefits of ownership of the asset subject 

to the call option, the transaction was characterized as a financing agreement and should not have been 

recognized in the income statement of that period and, therefore, the biological asset would have been 

remeasured at fair value and the contract’s obligation updated by the IPCA. The effects of this matter 

were not determined at that time. This matter was object of modification in the auditors’ report on the 

financial statements for the year ended December 31, 2017. On June 21, 2018, the options were 

canceled. The Company and its subsidiary had already exercised the options related to 2016 to 2018. 

 

As a result of the effects of this matter on the balances of the financial statements for the year ended 

December 31, 2017, our opinion on the financial statements for the year ended December 31, 2018 

includes a modification concerning the comparability of the amounts of the current year and 

corresponding amounts. 



 

 

Our audit was conducted in accordance with Brazilian and international auditing standards. Our 

responsibilities, in accordance with such standards, are described in the following section entitled 

“Responsibilities of auditors for auditing individual and consolidated financial statements.” We are 

independent in relation to the Company and its subsidiaries, in accordance with the relevant ethical 

principles set forth in the Professional Code of Ethics of the Accountant and the professional standards 

issued by the Federal Accounting Council, and we comply with the other ethical responsibilities in 

accordance with these standards. We believe that the audit evidence we have obtained is sufficient and 

appropriate to substantiate our qualified opinion. 

 

Other mathers  

Statements of added value 

The individual and consolidated statements of added value (DVA) for the year ended December 31, 2018, 

prepared under the responsibility of the Company's management, and presented as supplementary 

information for IFRS purposes, were subject to audit procedures carried out jointly with the audit of the 

Company's financial statements. For the purposes of forming our opinion, we assess whether these 

statements are reconciled with the financial statements and accounting records, as applicable, and if their 

form and content are in accordance with the criteria set forth in Technical Pronouncement CPC 09 - 

Statement of Added Value. In our opinion, except for the effects of the subject matter described in the 

section entitled "Basis for qualified opinion", these statements of added value have been adequately 

prepared in all material respects in accordance with the criteria set forth in this Technical Pronouncement 

and are consistent with individual and consolidated financial statements taken as a whole. 

 

Corresponding values 

The individual and consolidated financial statements for the year ended December 31, 2017, presented as 

corresponding amounts in the financial statements for the current year, were previously audited by other 

independent auditors who issued a report dated April 26, 2018, containing a modification by the same 

matter mentioned in the section above titled “Basis for qualified opinion”. The corresponding amounts 

relating to the individual and consolidated statements of added value for the year ended December 31, 

2017 were submitted to the same auditing procedures by those independent auditors and, based on their 

examination, the auditors issued a report with modification for the same reason mentioned in the section 

above titled "Basis for qualified opinion". 

 

Other information accompanying the individual and consolidated financial statements and the 

auditors' report  

The Company's management is responsible for such other information that comprises the Management 

Report. 

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

Report and we do not express any form of audit conclusion on this report. 

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

to read the Management Report and, in so doing, to consider whether this report is materially 

inconsistent with the financial statements or with our knowledge obtained in the audit or otherwise 

appear to be materially distorted. If, based on the work done, we conclude that there is a material 



 

 

misstatement in the Management Report, we are required to report this fact. As described in the “Basis 

for qualified opinion” section, we conclude that the other information is also distorted for the same 

reason as the subject and other aspects described in that section. 

 

 

Key audit matters 

 

Key audit matters are those that, in our professional judgment, were the most significant in our current 

year's audit. These matters were addressed in the context of our audit of the individual and consolidated 

financial statements as a whole and in the formation of our opinion on these individual and consolidated 

financial statements and therefore, we do not express a separate opinion on these matters. In addition to 

the subject matter described in the “Basis for qualified opinion” section, we have determined that the 

matters described below are the key audit matters to be reported in our report. 

 

 

Biological assets measurement 

See notes 3 and 15 to the individual and consolidated financial statements  

Key audit matter How the audit addressed this matter 

As described in notes 3 and 15 to the financial 

statements, the Company and its subsidiaries 

measure biological assets related to forests at 

fair value, whose amounts as of December 31, 

2018 were R$ 44,030 thousand and R$ 

186,600 thousand in the individual and 

consolidated financial statements, 

respectively. 

The determination of the fair value of these 

assets involves the exercise of significant 

judgment by Company’s management and its 

subsidiaries, since it is based on future cash 

flows that take into account the projected 

productivity cycle, forest growth index, 

discount rate, among other premises. 

Due to the relevance of the balances and the 

judgments and assumptions involved in the 

measurement of fair value, we consider this 

matter to be significant for our audit. 

 We obtained the understanding of the design 

and implementation of the key controls of the 

Company and its subsidiaries related to the 

measurement of fair value; we involve our 

specialists in measuring fair values of 

biological assets to evaluate the methodology 

used and the consistency of the financial and 

economic information and assumptions used 

by the Company’s and its subsidiaries’ 

management, mainly in relation to: discount 

rate adopted, consistency of operating 

assumptions price and forest market, planting 

costs, among others. In addition, we 

performed a sensitivity analysis of the 

significant assumptions, considering different 

scenarios. 

 We have analyzed the disclosures on this 

subject in the individual and consolidated 

financial statements. 

Based on the evidence obtained through our 

procedures described above, we believe that 

the balances of biological assets and the 

respective disclosures are acceptable in the 

context of the financial statements taken as a 

whole. 



 

 

Evaluation of goodwill impairment  

See note 14 to the individual and consolidated financial statements  

Key audit matter How the audit addressed this matter 

As of December 31, 2018, the Company’s 

assets included goodwill of R$ 104,380 

thousand arising from the acquisition of 

control of São Roberto S.A. during the fiscal 

year of 2013, whose recoverable amount must 

be analyzed annually. The evaluation and the 

consequent necessity or not of recording a 

provision for impairment is supported by 

estimates of future profitability based on the 

business plan and budget prepared by the 

Company. Due to the degree of subjectivity 

inherent to the process of determining the 

estimates of future cash flows discounted to 

present value, including the impact that 

eventual changes in the assumptions of 

discount rates and sales growth in the 

projection period and perpetuity could 

generate in the values recorded in the 

individual and consolidated financial 

statements, we consider this matter as 

significant for our audit. 

Our audit procedures included, among others, 

an understanding of the process of 

preparation of the business plan, budgets and 

analysis of the recoverable value made 

available by the Company. With the assistance 

of our corporate finance specialists, we have 

analyzed the significant assumptions and 

methodologies used by the Company, 

including discount and sales growth rates in 

the projection period and in perpetuity, and 

we evaluate the consistency of the 

calculations, comparing them with 

information available. We also performed an 

independent sensitivity analysis in order to 

identify in which situations the discounted 

cash flows of each cash generating unit (CGU) 

would result in recoverable amounts equal to 

or less than their book value. We also evaluate 

the disclosures in the individual and 

consolidated financial statements. 

Based on the evidence obtained through the 

above summarized procedures, we consider 

that the goodwill value and respective 

disclosures are acceptable in the context of 

the individual and consolidated financial 

statements taken as a whole. 

 

 

Management and governance responsibilities by the individual and consolidated financial statements 

 

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

consolidated financial statements in accordance with accounting practices adopted in Brazil and with the 

International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board 

(IASB) and internal controls which it has determined as necessary to enable the preparation of financial 

statements free of material misstatement, whether caused by fraud or error. 

In the preparation of the individual and consolidated financial statements, management is responsible for 

evaluating the Company’s ability to continue operating, disclosing, when applicable, matters related to its 

operational continuity and the use of this accounting basis in the preparation of the financial statements, 

not management intends to liquidate the Company and its subsidiaries or cease its operations, or has no 

realistic alternative to avoid closing the operations. 



 

 

Those responsible for the governance of the Company and its subsidiaries are those responsible for 

supervising the process of preparing the financial statements. 

 

 

Responsibilities of the auditors for the audit of the individual and consolidated financial statements 

 

Our objectives are to obtain reasonable assurance that the individual and consolidated financial 

statements taken together are free from material misstatement, whether caused by fraud or error, and 

issue an audit report containing our opinion. Reasonable safety is a high level of security, but not a 

guarantee that the audit conducted in accordance with Brazilian and international auditing standards will 

always detect any relevant material misstatements. Distortions may be due to fraud or error and are 

considered relevant when, individually or jointly, they can influence, from a reasonable perspective, the 

economic decisions of users taken on the basis of the referred financial statements. 

As part of the audit conducted in accordance with Brazilian and international auditing standards, we 

exercise professional judgment and maintain professional skepticism throughout the audit. Besides that: 

- We identify and assess the risks of material misstatement in the individual and consolidated financial 

statements, whether caused by fraud or error, plan and perform audit procedures in response to such 

risks, and obtain audit evidence appropriate and sufficient to substantiate our opinion. The risk of not 

detecting material misstatement resulting from fraud is greater than that of error, since fraud may 

involve circumvention of internal controls, collusion, forgery, omission, or willful misrepresentation. 

- We obtain an understanding of the internal controls relevant to the audit to plan audit procedures 

appropriate to the circumstances, but not, in order to express an opinion on the effectiveness of the 

Company’s and its subsidiaries’ internal controls. 

- We evaluate the adequacy of the accounting policies used and the reasonableness of accounting 

estimates and respective disclosures made by management. 

- We conclude on the adequacy of the management’s use of the accounting basis for operational 

continuity (going concern) and, based on the audit evidence obtained, whether there is a material 

uncertainty regarding events or conditions that may raise significant doubt regarding the Company’s and 

its subsidiaries operational continuity. If we conclude that there is material uncertainty, we should draw 

attention in our audit report to the respective disclosures in the individual and consolidated financial 

statements or include modification in our opinion if the disclosures are inadequate. Our findings are 

based on audit evidence obtained up to the date of our report. However, future events or conditions may 

cause the Company and its subsidiaries to no longer continue as a going concern. 

- We evaluate the overall presentation, structure and content of financial statements, including 

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

corresponding transactions and events in a manner consistent with the appropriate presentation 

objective. 

- We obtain appropriate and adequate audit evidence of the financial information of the entities or 

business activities of the group to express an opinion on the individual and consolidated financial 

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

consequently, for the audit opinion. 

We communicate with those responsible for governance regarding, among other things, the planned 

scope, timing of the audit and significant audit findings, including any significant deficiencies in the 



 

 

internal controls we have identified during our work. 

We also provide those responsible for governance with a statement that we have complied with the 

relevant ethical requirements, including the applicable independence requirements, and communicate 

any relationships or matters that could materially affect our independence, including, where applicable, 

respective safeguards. 

Of the matters that were the subject of communication with those responsible for governance, we 

determined those that were considered most significant in auditing the financial statements for the 

current year and, in this way, are the key audit matters. We describe these matters in our audit report, 

unless law or regulation has prohibited public disclosure of the matter, or when in extremely rare 

circumstances we determine that the matter should not be reported in our report because the adverse 

consequences of such disclosure may, within a reasonable perspective, to overcome the benefits of 

communication to the public interest. 

 

Porto Alegre, February 28, 2019 

 

KPMG Auditores Independentes 

CRC SP-014428/F-7 

 

Cristiano Jardim Seguecio 

Accountant CRC SP-244525/O-9 T-RS 

 


