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Benefiting from the dollar appreciation and good operating performance in 9M18, we 
reached R$ 371.1 million in EBITDA and R$ 289.2 million in Net Income 

 

  

 

 

  

 

 
 

 

 

1.1 Acquisition of BW Guirapá. 

On April 2, 2018, the Company discloseŘ ǘƘŜ άaŀǘŜǊƛŀƭ CŀŎǘ bƻǘƛŎŜέ ǘƻ ƛǘǎ ǎƘŀǊŜƘƻƭŘŜǊǎ ŀƴŘ ǘƘŜ ƳŀǊƪŜǘ ƛƴ ƎŜƴŜǊŀƭΣ 
informing about the completion of the transaction described in the share purchase and sale agreement entered 
into on December 22, 2017, between Santander Corretora de Seguros, InveǎǘƛƳŜƴǘƻǎ Ŝ {ŜǊǾƛœƻǎ {Φ!Φ όά{ŀƴǘŀƴŘŜǊέύ 
ŀƴŘ .ǊŀȊƛƭ ²ƛƴŘ {Φ!Φ όά.ǊŀȊƛƭ ²ƛƴŘέ ŀƴŘΣ ŎƻƭƭŜŎǘƛǾŜƭȅ ǿƛǘƘ {ŀƴǘŀƴŘŜǊΣ ά{ŜƭƭŜǊǎέύ ŀƴŘ ōȅ ǘƘŜ /ƻƳǇŀƴȅΣ ǿƘƛŎƘ ǊŜǎǳƭǘŜŘ 
in the Company's direct acquisition of 100% of the shares issued by BW Guirapá I S.A.  
 
BW Guirapá I S.A. ("Company"), headquartered at Avenida Nilo Peçanha, 50 ς sala 1101, Rio de Janeiro ς RJ, is 
engaged in holding interest in the capital of other companies, which are engaged in performing activities in the 
wind power segment. The Company operates as a holding company exclusively for investments related to the 
/ƻƳǇƭŜȄƻ DǳƛǊŀǇł ǇǊƻƧŜŎǘΣ ǿƘƛŎƘ ƛǎ ŎƻƳǇƻǎŜŘ ƻŦ ǎŜǾŜƴ ǿƛƴŘ ǇƻǿŜǊ ŦŀǊƳǎ ŎŀƭƭŜŘ Ϧ²ƛƴŘ tƻǿŜǊ tƭŀƴǘǎέ ǘƘǊƻǳƎƘ ǘƘŜ 
Reserve Energy Auction - LER 2011 conducted by the National Electric Energy Agency ("ANEEL").  
 
The Wind Power Plants have the objective of exploring the electric power generation sector as an independent 
producer, located in the municipalities of Pindaí and Caetité, in the State of Bahia. 
 
 
 

1 HIGHLIGHTS   

CONSOLIDATED EARNINGS RELEASE 9M18

Cia de Ferro Ligas da Bahia ς FERBASA (B3: FESA3 and FESA4ύΣ .ǊŀȊƛƭΩǎ Ƴŀƛƴ ǎǳǇǇƭƛŜǊ 
of ferroalloys and the sole producer of ferrochrome in the Americas, hereby discloses its 
financial performance for the nine months of 2018 (9M18). The interim financial 
information has been prepared in accordance with accounting practices adopted in 
Brazil, based on the Brazilian Corporate Law and standards and pronouncements of 
ǘƘŜ .ǊŀȊƛƭƛŀƴ {ŜŎǳǊƛǘƛŜǎ ŀƴŘ 9ȄŎƘŀƴƎŜ /ƻƳƳƛǎǎƛƻƴ όά/±aέύΣ ƛƴ ŀŘŘƛǘƛƻƴ ǘƻ ǘƘƻǎŜ ƻŦ ǘƘŜ 
!ŎŎƻǳƴǘƛƴƎ tǊƻƴƻǳƴŎŜƳŜƴǘǎ /ƻƳƳƛǘǘŜŜ όά/t/έύΣ ǿƘƛŎƘ ŀƭǊŜŀŘȅ ƛƴŎƭǳŘŜ ǘƘŜ 
adjustments of Law 11638, and the changes introduced from adopting the IFRS 
framework. This presentation contains forward-looking statements and information 
about FERBASA, based on assumptions and expectations that may or may not be 
realized, and are not, therefore, assurance of future performance of the Company.  
Even though FERBASA believes that the assumptions and expectations applied are 
reasonable, we caution investors that such information is, and will be, subject to risks 
and other factors relating to the Company's operations and business environments, 
and actual results may differ from the projections, either express or implied, contained 
in this material.  Thus, FERBASA expressly disclaims the duty to update its statements, 
forward-looking information, and expectations contained in this document.  

 

SHARES 
IBOVESPA: FESA3/FESA4 
Free float:  39,935 thou 

Market value: R$ 1,653 million 
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1.2 Highlights 

In millions of Brazilian reais ς R$ 3Q18 2Q18 ɲ҈  3Q17 ɲ҈  9M18 9M17 ɲ҈ 

Average effective US dollar rate 3.86 3.48 10.9%  3.20 20.6%  3.53 3.19 10.7% 

           

Net revenue 393.0 348.6 12.7%  276.5 42.1%  1.090.1 850.0 28.2% 

           

Cost of goods sold 231.8 216.2 7.2%  203.3 14.0%  688.6 566.3 21.6% 

    Cost on revenue 59.0% 62.0%   73.5%   63.2% 66.6%  

           

Adjusted EBITDA 150.1 126.6 18.6%  62.0 142.1%  371.1 243.3 52.5% 

    EBITDA margin 38.2% 36.3%   22.4%   34.0% 28.6%  

           

Net profit 149.2 76.5 95.0%  64.4 131.7%  289.2 208.3 38.8% 
    Profit margin 38.0% 21.9%   23.3%   26.5% 24.5%  

Production – 197,800 tons were produced in 9M18, an increase of 10.4% over the same period of 2017, especially 
for silicon alloys, which grew 42.8%. 

Sales volume – 177,706 metric tons of ferroalloys were sold in 9M18, a 6.2% increase compared to same period in 
9M17, primarily, reflecting the exports of Silicon Alloys and the slight improvement in the volumes sold of 
Chromium alloys to the domestic market.  

Net revenue - Net revenue totaled R$1,090.1 billion in 9M18, representing an increase of 28.2% compared to 
same period in 2017. The result was a combination of expansion of 6,2% in sales, the appreciation of 10.7% of the 
average dollar played and the 7.3% increase in the weighted average price in dollars of our main products. 

Cost of goods sold - In 9M18, the COGS totaled R$ 688.6 million, a 21.6% increase compared to same period in 
2017, mainly associated with a 6.2% increase in the quantities sold and the increase in energy and strategic raw 
material costs. Nevertheless, the ratio of COGS to net revenue (%) dropped by 3.4 pp.    

Expenses - Commercial and administrative expenses totaled R$ 110.1 million in 9M18, an increase of 15.0% over 
the same period of 2017. This result reflects the reduction in sales expenses and increase in administrative 
expenses, due to the merger of BW Guirapá and provision for profit sharing that is directly proportional to the 
Company's performance in the period evaluated. 

Adjusted EBITDA - In 9M18, Adjusted EBITDA was R$ 371.1 million, representing 34.0% of net revenue and a 52.5% 
increase in relation to the same period in 2017. 

Financial Result and Hedge – In 9M18, the financial result was negative by R$ 12.5 million, compared to the R$ 
54.4 million in net revenue in the same period of the previous year, mainly due to the drop in interest rates, 
increase in NDF's (Non Deliverable Forward) contracts, and the impact of the financial result of BW Guirapá. 

Cash generation and position - In 9M18, we recorded a cash consumption of R$ 145.0 million, substantially 
influenced by the acquisition of the BW Guirapá wind farm in 2Q18.  

Profit for the period - Profit for the period totaled R$ 289.2 million, an increase of 38.8% over the same period in 
2017, a result influenced by the aforementioned effects and succinctly explained by: (i) the appreciation of the 
dollar; (ii) good operating performance; (iii) recognition of the advantageous purchase of BW; and (iv) a strong 
reduction in the financial result, which effects will be better described in the following sections of this report. 

CAPEX - We ended the period with a CAPEX of R$ 57.9 million in 9M18, representing a small reduction of 2.7% in 
relation to 9M17. It should be noted that this amount does not include the acquisition of subsidiary BW Guirapá I, 
which investment was R$ 489 million. 
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2 CORPORATE PROFILE  

Leader in its segment, FERBASA operates in the mining, metallurgy, and forestry industries. Through its continuous 
work in those segments, the Company became a leader in the production of ferroalloys and is the only integrated 
producer of ferrochrome in the Americas. Our main products are High Carbon Ferrochrome (HC FeCr), Low Carbon 
Ferrochrome (LC FeCr), Ferrosilicon (FeSi 75) and Ferrosilicon Chrome (FeSi Cr) alloys, intended mainly for the steel 
industry and the production of stainless steel and special steel.   

We currently hold more than 95% of the Brazilian chromite reserves, the main raw material for the manufacture of 
ferrochrome alloys, which are concentrated in two ore mining complexes located in the North-Central region of 
Bahia State.  A substantial portion of the ore produced is targeted at our industrial complex located in Pojuca/BA, 
which is composed of 14 electrical furnaces used in the production of chromium and silicon alloys according to high 
quality standards.  We permanently seek to ensure the safety of our employees, environmental responsibility, and 
process efficiency.  Regarding our metallurgy business, all furnaces are equipped with bag filters that neutralize the 
particulate matter emission into the atmosphere. It is worth noting that in 1986 we started to produce ferrosilicon, 
which allowed us to establish a joint venture with the Japanese companies Marubeni and JMC, in 1994, to produce 
a high purity alloy, which is indispensable for the production of electromagnetic steel sheets (silicon steel), widely 
used in the production of cores of large transformers and generators and manufacture of electric motors for hybrid 
cars and white goods (refrigerators, freezers, among others).  Regarding our forestry business, we hold a total area 
of approximately 64,000 hectares, with 25,000 hectares planted with eucalyptus forests, used in the production of 
bio-reducer, i.e., an input used in ferroalloy transformation.   

Aiming to enhance our administrative resources and processes, we have a corporate office in Salvador (BA) since 
2013 to serve all the Group's operating units.   

 3 MARKET AND BUSINESS ENVIRONMENT  

In the first nine months of 2018, according to WSA (World Steel Association) data, world crude steel production 
increased by 4.7% over the same period in 2017, reaching 1,347.0 Mt. In this context, Asia continued to lead the 
world production with a volume of 946.8 Mt of steel, and China accounting for 73.9% of this production and 51.9% 
of world production (699.4 Mt), a growth by 6.1% compared to 9M17. Also noteworthy is the 4.5% increase in 
production in the US in the 9M18, indicating the first positive effects of Section 232 in the country. 

According to the report of the Brazilian Steel Institute (IABr), Brazil was responsible for the production of 26.1 Mt of 
steel in 9M18, a 2.5% increase over the same period in 2017. This result was impacted by the truckersΩ strike, which 
occurred in May, generating losses for the Steel Sector of approximately R$ 1 billion, due to the shutdown of 17 
blast furnaces and the interruptions in 10 steel plants, according to the IABr. The main factors responsible for the 
increase in production in this period were: (i) the 8.7% increase in apparent consumption and (ii) the 9.6% increase 
in domestic sales, which helped to contain the effects of the increase of 6.5% in imports. However, it is worth 
noting that 9M18 growth rates benefited from the poor performance in 9M17. Despite the positive figures, the 
IABr halved its sector growth estimates for this year because of (i) the global protectionism trend, (ii) the weak 
recovery of the local economy, and (iii) the effects of the truck drivers' strike. 
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It is important to point out, according to the IABr, the effect of the increase in imports, which has become a point 
of attention for the domestic industry, since, according to the Institute, there is an excess capacity in the world, 
especially in China, and this surplus may at some point be directed to countries with the most open markets. The 
IABr has been warning that not only the United States has adopted protectionist measures for its markets, but also 
the European Union, Morocco, Turkey, India, Vietnam, Thailand, Malaysia, Indonesia, Philippines, South Africa, 
Costa Rica, among others, are heading to the same direction.   

According to the November report of the CRU Chrome Monitor, the world production of stainless steels in the 
9M18 was 38.3 Mt, an increase of 7.6% compared to 9M17. Of this total, China accounted for 19.6 Mt, equivalent 
to 51.3% of the total volume produced, a growth by 3.9% between the periods. Brazil posted a production of 332 
thousand tons in 9M18, which represents a reduction of 0.5% in the period, when compared to 2017. 

Regarding the Ferrochrome market and also according to the report of the CRU Chrome, we verified that in the first 
nine months of 2018, the world production of this alloy was 9.8 Mt, which represented an increase of 8.7% in 
relation to the same period of 2017, supported by an 8.7% increase in global consumption. The reference price 
Benchmark Europe dropped by 10.1% between 3Q18 and 4Q18, reaching USDc 124 / lb.Cr. With respect to 
Ferrosilicon, according to the CRU Bulk Ferroalloys Monitor in November, there was a 23.5% increase in average 
spot prices of the main markets (USA, Europe, China and Japan) between 9M17 and 9M18, even though a 
slowdown has already been observed since the beginning of the year. 

For the next quarter, the Company expects to obtain favorable results in its operations, due to the current level of 
world benchmark prices. In addition, FERBASA will continue to focus on actions that result in cost reduction, 
without affecting the recognized quality of its products, which allows it to build long-term partnerships with 
customers and suppliers. 

4 PRODUCTION 

The total production of ferroalloys in 3Q18 reached 65,276 tons, representing a slight reduction of 1.0% when 

compared to the previous quarter. We highlight 6.3% growth in the production of Chromium alloys and reduction 

of 15.2% in FeSi alloys, when compared to 2Q18. In the first nine months of this year, there was a production of 

197,800 tonnes of material, an increase of 10.4% compared to 9M17. This result was driven by the 42.8% 

expansion in the production of silicon alloys, justified by the improvement of the markets. 

Production (metric tons) 3Q18 2Q18 ɲ҈  3Q17 ɲ҈  9M18 9M17 ɲ҈ 
           

Chrome alloys 46,311 43,549 6.3%  42,986 7.7%  133,666 134,211 -0.4% 

Silicon alloys 18,965 22,363 -15.2%  15,629 21.3%  64,134 44,923 42.8% 
           

Total 65,276 65,912 -1.0%  58,615 11.4%  197,800 179,134 10.4% 

% Use of installed capacity 76.3% 77.1%   68.6%   77.1% 69.8%  

The electric power generation of BW Guirapá's wind farms averaged 77.4 MW and accounted for 45.5% of the 

Capacity Factor in 2Q18 and 88.3 average MW in 3Q18. This production is sold entirely through SIN (National 

Integrated System) and according to PPA (power purchase agreement), for the Regulated Contracting Environment 

(ACR). 
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5 SALES 

Sales in 3Q18 reached 56,955 tonnes, an increase by 10.9% compared to the previous quarter, resulting in an 
increase in sales for both Alloys and Markets, with a highlight for the 167.7% growth in the volume sold of Chrome 
to the Foreign Market. When analyzing the 9M18, sales totaled 177,706 tonnes, representing an increase by 6.2% 
compared to 9M17. This result was boosted by increases in sales of Chromium Alloys in the Domestic Market (+ 
4.5%) and Silicon Alloys in the Foreign Market (+ 61.3%), offset by decreases in the volumes of Silicon Alloys for the 
Domestic Market (- 18.6%) and Chromium Alloys for the Foreign Market (- 50.2%); for the latter, the export 
conditions were less favorable due to the low price levels. In general, the variations reflect the positive 
development of the foreign market conditions, which continues to maintain good price levels for the silicon alloys, 
and of the domestic market conditions, which has been showing an improvement in the Steel Sector, even though 
still very low. 

Metric tons 3Q18 2Q18 ɲ҈  3Q17 ɲ҈  9M18 9M17 ɲ҈ 

Domestic market           
Chrome alloys 30,899 30,735 0.5%  36,503 -15.4%  100,935 96,582 4.5% 
Silicon alloys 6,005 5,261 14.1%  6,073 -1.1%  16,835 20,684 -18.6% 

Total domestic market 36,904 35,996 2.5%  42,576 -13.3%  117,770 117,266 0.4% 

Foreign market           
Chrome alloys 4,409 1,647 167.7%  5,581 -21.0%  9,327 18,746 -50.2% 
Silicon alloys 15,642 13,713 14.1%  13,408 16.7%  50,609 31,370 61.3% 

Total foreign market 20,051 15,360 30.5%  18,989 5.6%  59,936 50,116 19.6% 

TOTAL (domestic market + foreign market) 56,955 51,356 10.9%  61,565 -7.5%  177,706 167,382 6.2% 

5.1 Net Revenue 

Net revenue in 3Q18 totaled R$ 393.0 million, an increase of 12.7% over 2Q18, strongly influenced by the 
appreciation of the exchange US dollar rate variation. Year-on-year, exports increased by 43.1% compared to 3Q17, 
mainly driven by the growth in revenue from silicon alloy exports. In relation to 9M18, we recorded R$ 1,090.1 
million of total revenue, which represents a 28.2% increase over the same period of 2017. This result is a result of 
the combination of several market factors, including a 6.2% increase in the sales volume, a 10.7% appreciation of 
the average dollar adopted and a 7.3% increase in the weighted average price in US dollars of our main products. 

In millions of Brazilian reais ς R$ 3T18 2T18 ɲ҈  3T17 ɲ҈  9M18 9M17 ɲ҈ 

Internal market           
Chrome alloys 187.1 168.2 11.2%  150.7 24.2%  533.1 482.0 10.6% 
Silicon alloys 34.4 29.6 16.2%  26.7 28.8%  94.3 87.7 7.5% 
Other Products (*) (BW 1) 42.2 37.5 12.5%  8.5 396.5%  89.3 25.7 247.5% 

Total MI 263.7 235.3 12.1%  185.9 41.9%  716.7 595.4 20.4% 

 
External market   

 
  

 
    

 
      

Chrome alloys 27,6 15,1 82,8%  33,2 -16,9%  67,2 105,6 -36,4% 
Silicon alloys 101,7 80,8 25,9%  57,4 77,2%  288,8 130,0 122,2% 
Chrome Ore  17,4       17,4 19,0 -8,4% 

Total ME 129,3 113,3 14,1%  90,6 42,7%  373,4 254,6 46,7% 

TOTAL (MI+ME) 393,0 348,6 12,7%  276,5 42,1%  1.090,1 850,0 28,2% 
Average effective US dollar rate (IM + EM) 3,86 3,48 10,9%  3,20 20,6%  3,53 3,19 10,7% 

(*) includes revenue from the sale of chrome, lime, microsilica, wood and slag.  

It is important to note that, as of the second quarter of this year, variations in total revenue were further 
influenced by the "Other Products" line, due to the merger of BW Guirapá. In 3Q18 the total revenue from these 
operations was R$ 28.2 million, which resulted in an accumulated R$ 50.1 million in 9M18. 
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5.2 Sales per Product (%) 

As a result of the aforementioned movements, the breakdown of net revenue by product (%) is shown below. 
Silicon Alloys, which posted a 9.5 pp increase in their share of total revenues, as a consequence of the improved 
conditions in the market during the 9M18, reflected by the increase in the volume exported (+ 61.3%) and in the 
increase in average prices of this product line in US dollars (+ 32.8%). 

                

We also note that the growth by 5.2 pp in the "Other Products" item is directly linked to the comparison basis for 
2018, which, as already mentioned in the previous item, as of 2Q18, started to include the revenues from the new 
CompanyΩǎ ǎǳōǎƛŘƛŀǊȅ, BW Guirapá. 

6 COST OF GOODS SOLD 

In general terms, the costs of the alloy in 9M18 were impacted by the 3.16% increase in the electricity tariff from 
July 2017 and 4.45% in July 2018. In addition, the increases in transmission costs of the System Service Charges 
(ESS) and Reserve Energy (EER), in addition to the use of much of the Free Market energy, which still has an average 
cost higher than that of CHESF. This price increase was partially offset by the efficiency gain in the company's 
operating processes when all products were produced, which meant a drop in consumption per ton of almost all 
the main raw materials. 

When specifically analyzed, the total cost of production of High Carbon Ferrochrome (HC FeCr), between 9M17 and 
9M18, was impacted by the reduction of its production and consequent increase in the total cost per ton produced, 
a factor that was added to the maintenance of the high level in Coke prices. 

In the case of Low Carbon Ferrochrome (LC FeCr), the small increase in its production was not sufficient to reduce 
the total cost per ton, even after the efficiency gain in consumption of all the main inputs of this ferroalloy, a gain 
that was not sufficient to prevent the increases in unit costs of these raw materials, especially the Graphite 
Electrode, which is imported. 

In relation to the costs of Ferrosilicon 75 (FeSi75), we observed a compensatory effect between the 43% increase in 
production and the consequent dilution of its fixed costs, with the increase in unit costs of energy and pulp, whose 
price is stated in dollars, resulting in a small growth of its total cost of production per ton. 

Chorme 
alloys 
55.1% 

Silicon 
alloys 
35.1% 

Chorme 
ore 

1.6% 

Other   
Products 

8.2% 

Sales Mix- 9M18 
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As a result, also considering other market factors, we observed the ratio of COGS to net revenue decreasing from 
66.6% in 9M17 to 63.2% in 9M18, as shown in the table below: 

In millions of Brazilian reais ς R$ 3Q18 %RL  2Q18 %RL  3Q17 %RL  9M18 %RL  9M17 %RL 

Chrome alloys 128.8 60.0%  119.3 65.1%  139.3 75.7%  393.5 65.6%  372.4 63.4% 
Silicon alloys 72.5 53.3%  64.3 58.2%  61.5 73.1%  228.8 59.7%  168.9 77.6% 
Other products (BW 2) 31.1 73.7%  30.9 56.3%  5.3 62.4%  67.7 63.4%  25.2 56.4% 

Products subtotal 232.4   214.5   206.1   690.0   566.5  
                 

Idle capacity 0.5   0.4   2.4   1.3   8.7  

CCEE Electric Power sold (1.5)   (0.6)   (5.2)   (4.0)      (8.9)  

Others 0.4   1.9       1.3     

Subtotal others (0.6)   1.7    (2.8)   (1.4)   (0.2)  

               

Grand total 231.8   216.2   203.3   688.6   566.3  

% Net revenue 59.0%   62.0%   73.5%   63.2%   66.6%  

 

In the "Other Products" line, we highlight the R$ 32.0 million related to BW Guirapá's COGS in 9M18, associated 

with transmission, depreciation and maintenance costs. 

7 EXPENSES 

7.1 Selling Expenses  

Selling expenses totaled R$ 8.5 million in 9M18, against R $ 17.0 million in the same period of 2017, which 

represented a reduction of 50.0%. This result was substantially influenced by the reclassification of freight expenses 

to the COGS of the respective products. As a result, the percentages on net revenue corresponded to 0.8% in 9M18 

and 2.0% in 9M17. 

7.2 Administrative Expenses 

General and administrative expenses totaled R $ 101.6 million in 9M18, an increase of 29.1% compared to R$ 78.7 

million in 9M17, which represented, respectively, 9.3% and 9.2% of revenue net of the periods. These amounts 

mainly include the salaries, benefits, management fees, social charges, strategic consulting services and profit 

sharing, as well as the incorporation of BW Guirapá. 

7.3 Other Operating Expenses/Income 

In 9M18 we recorded as "other operating expenses (revenues)" the amount of R$ 66.0 million of revenue 

compared to expenses of R$ 6.4 million in 9M17. The percentages on net revenue corresponded to 6.1% in 9M18 

and 0.7% in 9M17, respectively. The main impact is recorded in the gain on bargain purchase in the amount of R$ 

75.1 million in 3Q18, arising from the acquisition of BW Guirapá, which is the difference between the acquisition 

cost and the fair value of the assets acquired and the liabilities assumed.  
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With regard to the gain on advantageous purchase, the same was based on the report issued by a large company 

and specialized in consulting work of this nature. This accounting considered appropriate assumptions and 

methodology for the allocation of the purchase price, as well as the respective measurement of the fair value of the 

assets acquired and liabilities assumed. 

8 ADJUSTED EBITDA 

FERBASA is presenting its Adjusted EBITDA in accordance with CVM Instruction 527/12. by adding or deducting 

from this indicator the recognition (reversal) of a provision for contingencies. Because of the materiality of the 

nonrecurring amounts. These were adjusted accordingly, as shown below: 

In millions of Brazilian reais ς R$ 3Q18 2Q18 ɲ҈  3Q17 ɲ҈  9M18 9M17 ɲ҈ 

Profit (loss) for the period 149.2 76.5 95.0%  64.4 131.7%  289.2 208.3 38.8% 
(+/-) Financial net result 6.9 2.4 187.5%  (12.2)   2.8 (31.6)  
(+/-) Hedge result 8.9 1.9 368.4%  (3.8)   9.6 (22.8)  
(+/-) IRPJ/CSLL 27.0 11.1 143.2%  (8.0)   55.7 27.8 100.4% 
(+/-) Share of profit (loss) of subsidiaries 1.6 2.6 -38.5%     4.2   
(+/-) Depreciation and depletion 29.9 31.5 -5.1%  20.4 46.6%  81.8 58.3 40.3% 

EBITDA 223.5 126.0 77.4%  60.8 267.6%  443.3 240.0 84.7% 

(+/-) Provision for contingencies 1.7  0.6  183.3%  1.2 41.7%  2.9 3.3 -12.1% 
(+/-) Gain on bargain purchase (75.1)       (75.1)   

Adjusted EBITDA 150.1 126.6 18.6%  62.0 142.1%  371.1 243.3 52.5% 
EBITDA margin 38.2% 36.3%   22.4%   34.0% 28.6%  

 

In the "Depreciation and depletion" line, we highlight the amount of R$ 11.0 million in 3Q18 related to the 
depreciation of BW Guirapá's assets, which, in addition to the result of the previous quarter, resulted in an 
accumulated depreciation of R$ 22.3 million in 9M18. 

9 FINANCIAL STRUCTURE 

9.1 Cash Generation/Use 

We have a capital structure basically (75%) consisting of owner´s equity.  

Net cash provided by Operating. Investing and Financing Activities is broken down as follows: 

Operating Activities:  

¶ Net balance: R$256.8 million of cash generated, mainly affected by profit for the period. 

Investing Activities:  

¶ Net balance: consumption of R$ 45.8 million, substantially influenced by the redemption of financial 

investments for the payment of the 1st installment of the wind farm. 
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Financing Activities:  

¶ Net balance: consumption of R$ 83.5 million, impacted, mainly, by payments of interest on capital. 

¢ƘŜ {ǘŀǘŜƳŜƴǘ ƻŦ /ŀǎƘ Cƭƻǿǎ ŘƻŜǎ ƴƻǘ ŎƻƳǇǊƛǎŜ ǘƘŜ ǾŀǊƛŀǘƛƻƴǎ ƛƴ ά{ƘƻǊǘ-ǘŜǊƳ ƛƴǾŜǎǘƳŜƴǘǎέ ōǳǘ ƻƴƭȅ ǘƘƻǎŜ ƛƴ ά/ŀǎƘ 

and cash eǉǳƛǾŀƭŜƴǘǎέΦ {ƘƻǳƭŘ ǘƘŜ ǾŀǊƛŀǘƛƻƴǎ ƛƴ ά{ƘƻǊǘ-ǘŜǊƳ ƛƴǾŜǎǘƳŜƴǘǎέ ōŜ ŎƻƴǎƛŘŜǊŜŘ, cash used would total 

R$145.0 million. 

9.2 Investments and financial results 

The balance of short-term investments as at September 30, 2018, including cash and cash equivalents and 

restricted cash was R$395.1 million against R$540.1 million at the end of 2017 or a 26.8% decrease. Such decrease 

mainly derived from the R$321.4 million invested in the acquisition of BW Guirapá. We also reported a decrease in 

finance income of 35.5% over 9M17 due to the lower average balance of short-term investments and the interest 

rate drop. In addition we consolidated finance costs of the subsidiary BW Guirapá in the amount of R$17.9 million. 

As a result, the financial result, without considering the effect of the Hedge result and including the exchange 

variation, was negative R $ 2.8 million in this period.  

The result of the hedge in 9M18 was a negative R$ 9.7 million, against a positive result of R$ 22.8 million in 9M17, 

mainly due to the difference between the contracted rate and the effective rate in the periods, which were 

influenced by the dollar, especially during the last two quarters. 

In this way, the final financial result in the 9M18 resulted in a net expense of R$ 12.5 million, in contrast to the R$ 

54.4 million in net financial revenue recorded in 9M17, as can be seen in the table below. 

Financial result 3Q18 2Q18 ɲ҈  3Q17 ɲ҈  9M18 9M17 ɲ҈ 

Financial performance           

Finance income (BW 4) 8.6 5.4 59.3%  13.5 -36.3%  23.4 36.3 -35.5% 

Finance costs (BW 5) (13.6) (13.5) 0.7%  (2.2) 518.2%  (29.3) (5.8) 405.2% 

Net exchange variation (1.9) 5.7   0.9   3.1 1.1 181.8% 

Subtotal (6.9) (2.4) 187.5%  12.2   (2.8) 31.6  

Hedge Result Settled (9.0) (1.9) 373.7%  3.8   (9.7) 22.8  

           

Subtotal (9.0) (1.9) 373.7%  3.8   (9.7) 22.8  

Grand total (15.9) (4.3) 269.8%  16.0   (12.5) 54.4  

9.3 Net cash and Net debt 

We ended 9M18 with net debt in the amount of R$ 191.2 million, a result influenced by the financing of R$ 174.0 

million from the acquisition of BW Guirapá and R$ 344.1 million from BNDES, resulting from the consolidation of 

the Balance Sheet of BW Guirapá. 

In millions of Brazilian reais ς R$ 2017 9M18 
 

   

Cash and cash equivalents 92.4 233.2 

Short-term investments 447.7 161.9 

Obligations ǘƻ ǘƘŜ ǎǳōǎƛŘƛŀǊȅΩǎ acquisition  (174.0) 

Non-current loans and financing (66.4) (412.3) 
 

    

Total 473.7 (191.2) 
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10 CAPEX 

In 9M18, FERBASA, parent company, invested R$ 57.9 million. The investments are in line with the Company's 
strategy of optimizing its operations and increasing the return on invested capital, thus being distributed in its 
business units: 

In millions of Brazilian reais ς R$ Metallurgy Mining Forestry 9M18 9M17 

Machinery and equipment                   9.7  14.6 0.2 24.5            28.8  

Biological assets                     17.3                17.3              15.2  

Buildings                   1.9  4.0 1.2 7.1             10.2  

Mines                    5.5   5.5              3.7  

Vehicles and tractors                    0.4                  0.4               0.6  

Furniture and fixtures                   0.3  0.3                 0.6               0.1  

IT. intangible and other assets                   1.0  1.5  2.5              0.9  

Total 12.9 26.3 18.7              57.9             59.5  

In general, the main investments in this period were in Mining (45.4%) for the acquisition of new equipment for the 
underground mine, in order to support the growth curve of the desired production in the Hard Lump Project. 

11 NET PROFIT 

 

As a result of the aforementioned effects of this release, net income in 3Q18 was R$ 149.2 million, recording the 

highest EBITDA and profit margins in the last quarters and consolidating an increase of 95.0% and 131.7% when 

comparing with 2Q18 and 3Q17, respectively. It is worth mentioning the participation of the gain with bargain 

purchase, as result of the acquisition of BW Guirapá, which contributed R$ 49.6 million to net income after 

accounting for IRPJ / CSLL. In 9M18, net income reached R$ 289.2 million, an increase of 38.8% over the 9M17 

profit. This result represented a profit margin of 26.5% in the 9M18. 
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12 VALUE ADDED STATEMENT (“VAS”) 

The purpose of the statement is to make explicit the wealth generated by FERBASA and its distribution to society. 

In 9M18, FERBASA generated R$ 772.0 million, 39.2% higher than the generation of the same period in 2017, thus 

distributed.  

 

 

 

 

 

 

 

 

The table below shows an increase in third-party remuneration, due to interest on loans and financing, largely 

impacted by the acquisition of BW Guirapá. 

 
 

 In millions of Brazilian reais ς R$ 9M18 ɲ҈ 9M17 

Employees 216.8 15.4% 187.9 

Government 206.2 44.2% 143.0 

Debt capital (1) 59.9 296.7% 15.1 

Shareholders 55.8 17.7% 47.4 

Retained earnings 233.3 44.9% 161.0 

Total 772.0 39.2% 554.4 
(1) Includes interest, rentals, and leases. 

 
 

  

Employees 
33.9% 

Government 
25.7% 

Third Party 
capital 
2.8% 
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Retained 
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Government 
26.7% 

Third party 
capital 
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13 CAPITAL MARKET 

13.1 Performance of FESA4 on B3 

The breakdown of our shares in the capital market is shown below: 
 
 

 9M18 ɲ҈ 9M17 

Traded shares (thousands) 190,731 62.6% 117,278 
Traded amount όwϷΩлллύ 999,331 140.1% 416,279 
aŀǊƪŜǘ ǾŀƭǳŜ όwϷΩлллύ 1,652,823 23.7% 1,336,282 
Outstanding shares (thousands) 88,320  88,320 
Market cap per share (R$) 20.42 20.0% 17.01 
Share price (R$ per preferred share) 
ς last trading session for the period 

19.34 27.8% 15.13 

The significant variations in traded shares and transaction amounts are indicative of the greater market visibility 
ŀƴŘ ǇŜǊŎŜǇǘƛƻƴ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƎƻƻŘ ǇŜǊŦƻǊƳŀƴŎŜΣ ǿƘƛŎƘ ŀŦŦŜŎǘ ǘƘŜ ǇǊƛŎŜ ƻŦ ǇǊŜŦŜǊǊŜŘ ǎƘŀǊŜǎ όtbύΦ  

 

13.2 Investor Profile and Liquidity 

The graph below shows the development of the share base per type of shareholder, taking into account the share 
base on the last day of each period and the ADTV (Average Daily Trading Volume) index, which represents the 
average volume traded per day 
 

 
 
In relation to the nine-month period of 2018, we posted a 9.4% increase in the total number of shareholders 
compared to 9M17, with a growth by 8.9% in Individual Investors and 20.6% in Institutional, which contributed to 
the increase of 138.7% in the value of ADTV between the analyzed periods.  
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As a result of this movement, the share distribution of FERBASA's preferred shares (FESA4), considering the number 
of shares held and using the share base as of 09/30/2018, is as follows. 

 

 

 

 

 

 

 

 

 

14 GLOSSARY 

High Carbon Ferrochrome (HC FeCr) - As an alloying element or "Charge Chrome". it is used in the manufacture of stainless steels and special 
alloys. Stainless steels are used in the food, chemical, pulp, and oil industries, as well as in the so-called white goods, household appliances. 
construction materials, and other goods. 

Low Carbon Ferrochrome (LC FeCr) - A ferroalloy with a maximum carbon content of 0.15 percent, used during the production of steels to 
correct chromium contents, without causing undesirable changes in carbon content. In manufacturing, it has the same purpose of the High 
Carbon Ferrochrome, being used in the production of stainless steels with a wide application in the consumer goods industry. 

Ferrosilicon Chrome (FeSiCr) - A reducing element used in the manufacture of Low Carbon Ferrochrome and in steel, to add chromium and 
silicon. 

Ferrosilicon 75 (FeSi75) - In steel production, Ferrosilicon 75 Standard is used as a deoxidizer and alloying element; in the foundry industry it 
serves as graphitizing agent. Ferrosilicon 75 High Purity (HP) is used in the production of steels used in the manufacturing of transformers, 
hydroelectric plants, freezers, airtight compressors for refrigerators, and other goods. 

 

  



 

Page 14 of 17 

 

CONSOLIDATED RESULTS 9M18 

 

STATEMENT OF PROFIT OR LOSS 
 

CONSOLIDATED 

  
 

3Q18 3Q17 
 

9M18 9M17 

  
wϷΩллл % wϷΩллл % 

 
wϷΩллл % wϷΩллл % 

GROSS REVENUE 
 

445,599 100.0 330,701 100.0 
 

1,284,813 100.0 1,020,209 100.0 

Internal market  
 

332,418 74.6 239,945 72.6 
 

910,900 70.9 765,461 75.0 

External market  
 

113,181 25.4 90,756 27.4 
 

373,913 29.1 254,748 25.0 

Impostos e reduções 
 

(52,545) -11.8 (54,282) -16.4 
 

(194,758) -15.2 (170,243) -16.7 

NET REVENUE  
 

393,054 100.0 276,419 100.0 
 

1,090,055 100.0 849,966 100.0 

Cost of goods sold 
 

(231,781) -59.0 (203,305) -73.5 
 

(688,588) -63.2 (566,276) -66.6 

GROSS PROFIT  
 

161,273 41.0 73,114 26.5 
 

401,467 36.8 283,690 33.4 

Operating expenses 
          Selling expenses 
 

(2,964) -0.8 (7,017) -2.5 
 

(8,478) -0.8 (16,968) -2.0 

Administrative expenses 
 

(35,735) -9.1 (19,999) -7.2 
 

(72,466) -6.6 (56,989) -6.7 

Profit sharing 
 

(2,705) -0.7 (6,864) -2.5 
 

(29,151) -2.7 (21,751) -2.6 

Other operating income (expenses) 
 

72,262 18.4 1,144 0.4 
 

66,042 6.1 (6,361) -0.7 

Operating income before finance income (costs)  
 

192,131 48.9 40,378 14.6 
 

357,414 32.8 181,621 21.4 

Finance income  
 

13,371 3.4 14,494 5.2 
 

36,965 3.4 40,278 4.7 

Finance costs 
 

(20,251) -5.2 (2,258) -0.8 
 

(39,770) -3.6 (8,650) -1.0 

Hedging financial Instrument (settlement) 
 

(8,942) -2.3 3,783 1.4 
 

(9,690) -0.9 22,811 2.7 

Pretax income 
 

176,309 44.9 56,397 20.4 
 

344,919 31.6 236,060 27.8 

Income tax and social contribution 
 

(27,051) -6.9 7,994 2.9 
 

(55,738) -5.1 (27,759) -3.3 

Profit (loss) for the period  
 

149,258 38.0 64,391 23.3 
 

289,181 26.5 208,301 24.5 
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CONSOLIDATED RESULTS 9M18 

 

ASSETS

9M18 2017

  Current assets 792.321 888.379

   Cash and cash equivalents 233.165 92.440

   Trade receivables 149.605 129.315

   Inventories 276.152 202.087

   Short-term investments 78.961 421.571

   Prepaid expenses 7.990 1.595

   Advance to power suppl ier 13.560 13.560

   Recoverable taxes 12.776 12.235

   Hedging financia l  instrument -                993

   Other receivables 20.112 14.583

 Noncurrent assets 1.863.462 968.082

   Inventories 3.305 3.305

   Recoverable taxes 5.094 5.454

   Advance to power suppl ier 33.939 42.165

   Short-term investment 82.937 26.089

   Deferred taxes 5.312

   Escrow deposi ts  6.102 5.930

   Hedging financia l  instrument 883

   Other receivables 442 442

   Investments 124 124

   Property. plant and equipment and intangible assets1.520.946 666.515

   Biological  assets 209.690 212.746

Total  assets 2.655.783 1.856.461

LIABILITIES AND EQUITY

9M18 2017

Current l iabi l i ties 251.870 169.103

   Trade payables 58.854 61.125         

   Borrowings and financing 40.441 6.393           

   Obl igations wi th acquis i tion of subsidiary 37.493 -               

   Labor and Actuaria l  Obl igations 74.621 67.575         

   Taxes and socia l  contributions 16.142 6.737           

   Hedge financia l  instrument 10.541 -               

   Dividends and interest on capi ta l                    -             20.328 

   CCEE reimbursement account              3.063 -               

   Other payables 10.715 6.945           

Noncurrent l iabi l i ties 655.036 164.800

   Borrowings and financing 371.862 59.989

   Provis ion for environmental  l iabi l i ty 19.430 11.049

   Obl igations wi th acquis i tion of subsidiary 136.468 -               

   Labor obl igations 49.046 41.478

   Taxes and socia l  contributions 87 87

   Deferred taxes 15.919

   Other provis ions 62.224 52.197

Total  equi ty 1.748.877 1.522.558

Equi ty attributable to Company owners 1.743.092 1.517.060

   Issued capi ta l  1.225.444 1.225.444

   Earnings reserve 286.696 286.696

   Valuation adjustments to equi ty 23.645 30.674

   Treasury shares (25.754)         (25.754)        

   Profi t for the period 233.061                   -   

   Noncontrol l ing interests 5.785 5.498

Total  l iabi l i ties and equi ty 2.655.783 1.856.461

CONSOLIDATED

CONSOLIDATED
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CONSOLIDATED RESULTS 9M18 

STATEMENT OF CASH FLOW - (in R$’000) CONSOLIDATED 

INDIRECT METHOD  9M18 9M17 

   Cash flows from operating activities 
       Profit (loss) for the period 288,894 208,301 

     Adjustments to net income 
             Depreciation. depletion and amortization 63,699 58,253 

           Changes in the amount of biological assets - - 

          Deferred taxes, net 25,539 14,032 

           Provision for contingencies and estimated losses on doubtful debts 2,917 7,422 

           Interest and inflation adjustments, net 16,269 (11,233) 

           Other (10,024) 21,757 

 
387,294 298,532 

Decrease (increase) in assets due to: 
            Trade receivables (7,181) 4,721 

          Inventories (74,065) 14,655 

          Advance to power supplier 9,931 10,200 

          Recoverable taxes 591 6,333 

          Other assets (5,095) 1,628 

Increase (decrease) in liabilities due to: 
            Trade payables (7,811) 9,079 

          Payroll and related taxes (29,590) 569 

          Taxes and social contributions 8,646 (2,817) 

          Other liabilities (26,191) (186) 

  
  

 
(130,765) 44,182 

   Net cash provided by operating activities 256,529 342,714 

Cash flows from investing activities 
       Capex (57,644) (59,452) 

     Changes in short-term investments 337,244 29,843 

     Acquisitions of subsidiaries (321,371) - 

     Sale of property. plant and equipment 140 6 

     Capital contribution (3,900) - 

Net cash used in investing activities (45,531) (29,603) 

Cash flows from financing activities 
       Borrowings and financing  31,672 27,246 

     Repayment of borrowings and financing (42,916) (1,798) 

     Dividends and interest on capital paid (76,160) (121,999) 

     Capital contribution 3,900 - 

Net cash used in financing activities (83,504) (96,551) 

Increase (decrease) in cash and cash equivalents 127,494 216,560 

   Cash and cash equivalents at the beginning of the period 105,671 192,400 

Effect of cash and cash equivalents on acquisition 
 

- 

Cash and cash equivalents at the end of the period 233,165 408,960 

   Increase (decrease) in cash and cash equivalents. Net 127,494 216,560 
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CONSOLIDATED RESULTS 9M18 

  BW GUIRAPÁ I S.A. CONSOLIDATED 

 

  

          
STATEMENT OF PROFIT OR LOSS   Note  2Q18 

 
3Q18 

 
9M18 (*) 

             

 

  

  

R$’000 % 
 

R$’000 % 
 

R$’000 % 

NET REVENUE   (1) 
 

23,240 100.00 
 

26,882 100.00 
 

50,122 100.00 

Cost with energy generation 
  

(2) 
 

(16,112) -69.33 
 

(15,855) -58.98 
 

(31,967) -63.78 

GROSS PROFIT   

  

7,128 30.67 
 

11,027 41.02 
 

18,155 36.22 

Operational expenses   

          Administrative expenses   (3) 
 

(2,433) -10.47 
 

(2,126) -7.91 
 

(4,559) -9.10 

Operating income before finance income (costs)    

  

4,695 20.20 
 

8,901 33.11 
 

13,596 27.13 

 
  

          Finance income    (4) 
 

764 3.29 
 

811 3.02 
 

1,575 3.14 

Finance costs   (5) 
 

(8,979) -38.64 
 

(9,001) -33.48 
 

(17,980) -35.87 

Financial result   

  

(8,215) -35.35 
 

(8,190) -30.47 
 

(16,405) -32.73 

 

  

          Pretax income   

  

(3,520) -15.15 
 

711 2.64 
 

(2,809) -5.60 

 
  

          Income tax and social contribution   

  

(952) -4.10  (1,225) -4.56  (2,177) -4.34 

Loss for the period  
  

  

(4,472) -19.24 
 

(514) -1.91 
 

(4,986) -9.95 

 
 
 

(*) Represents the result of the Guirapá Complex from April 1, 2018 to September 30, 2018. 
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