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Management report

DECEMBER 31, 2021

(IN THOUSANDS OF BRAZILIAN REALS — RS)

Operations

Bahia Mineragao S.A.
and its subsidiary (“BAMIN”
or “Company”) is a closely-held cor-
poration, incorporated on July 28, 2005,
and are engaged in the exploration and trade
of minerals in general, in the Brazilian territory,
comprising research, mining and processing,
provision of geological services, import, export
and trade of mineral, chemical and industrial
products, as well as through its subsidiary, on
an exclusive basis, subject to burden, cons-
truction and provision of public cargo railway
transportation services associated to the deve-
lopment of the railway infrastructure of section
| of Ferrovia de Integracdo Oeste-Leste (“FIOL”,
West-East Integration Railway). BAMIN may
also hold interest in the capital of other com-
panies, as partner, quotaholder or sharehol-
der. The Company’s head office is located at
Avenida Professor Magalhaes Neto, 1,752, 15th
floor, Pituba, Salvador - Bahia - Brazil.

Currently, the BAMIN’s main focus is the deve-
lopment of Pedra de Ferro (“PdF”) Project,
which consists in the extraction, processing
and trade of iron ore from the deposit located
in the city of Caetité, in the Center-South region
of the state of Bahia, approximately 700 km
from Salvador, capital of the state. The iron ore
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extracted will be processed at the Company’s
plant, which will be installed in the same region
as the mine. After the processing and enrich-
ment of the tenor of ore, production will be
flown through Ferrovia de Integracdo Oeste
Leste, to BAMIN’s port terminal in Porto Sul,
from where the production will be exported.

In 2021, BAMIN won the auction of section |
of Ferrovia de Integracdo Oeste-Leste, the pur-
pose of which is the subconcession for comple-
tion of the construction and operation of the
railway for the contractual term of thirty-five
(35) years. The section of 537 km will work as
a high-capacity connection for a lower cost
between Pedra de Ferro Mine (“PdF Mine”),
in Caetité, and the port terminal, Porto Sul.

BAMIN’s port terminal, Porto Sul, will be built
in the city of Ilhéus, in the South region of the
state of Bahia and will be used to load the
production of ore in vessels that will make the
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distribution to future customers. The Porto Sul
works started in 2020 and shall conclude by
2026.

In 2021, the Company began the develop-
ment stage of the Pedra de Ferro Project with
a production of up 1 million tons of ore per
year, whose purpose is the progress of the pro-
duction process through the total capacity of
PdF Mine, as well as the presentation of the
Company’s product to an active market of iron
ore commodities. That is, provide a high-qua-
lity iron ore and produced according to the
best sustainability practices. The most recent
studies show that the project will have a pro-
duction capacity of 26 million tons of iron ore
per year and 20 years of estimated operation.
The beginning of production, total capacity, is
expected for the end of 2026.

The Company recorded for the year ended
December 31, 2021 accumulated loss, indi-
vidual and consolidated, the amount of
RS$1,681,341 (2020 — RS1,461,874, in com-
pany) and presented net working capital,
individual and consolidated, in the amount of
R$27,727 (negative) and R$217,669 (positive)
(2020 — negative in R$43,959, in company).
The Company relies on the intent of ERG S.a r.l
Group (“ERG Group”), through the controlling
shareholder Bahia Minerals B.V. (“BM BV”), to
provide funds required for the continuity of its
activities and projects.

Capital stock

The authorized capital stock is represented by
eleven million, five hundred and ninety-four
thousand and nine hundred and sixty-nine
(11,594,969) shares of R$1.00 each, whose
paid-in amount corresponds to R$10,955 and
remaining the unpaid amount of R$640.
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Operational continuity

Despite of the challenges imposed by COVID-19
pandemic in 2021, the Company and its subsi-
diary adopted measures in conformity with the
recommendations of the OMS and Ministry
of Health, in order to protect the employees’
health and ensure the prevention against the
contamination of the administrative and opera-
tional areas, such as (a) remote work for admi-
nistrative areas; (b) implementation of flexible
working hours for the areas not suspended over
the period; (c) thorough cleaning of work places
and stations; (d) distribution of individual pro-
tection equipment; (e) periodical testing of all
employees and third parties; and (f) measure-
ment of body temperature, amongst others. The
Company and its subsidiary did not verify impacts
and/or events related to COVID-19 pandemic in
the present or that otherwise would impact their
future operations.

The Company’s Management prepared its finan-
cial statements assuming the continuity of its
operations, with the financial support from its
controlling shareholder in order to assure the
necessary liquidity to cover the contractual obli-
gations assumed. The occurrence of these events
in its entirety and in due time is considered criti-
cal by the Company’s Management.

Management’s responsibility

We confirm, to the best of our knowledge, that
the Company’s individual and consolidated finan-
cial statements (“financial statements”) were
prepared and are presented in accordance with
the Brazilian accounting practices, including the
pronouncements of the Committee of Accounting
Pronouncements (CPC) and in conformity with the
International Financial Reporting Standards (IFRS),
issued by the International Accounting Standards
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Board (IASB), and fairly present, in all material res-
pects, the individual and consolidated financial
position of the Company as of December 31, 2021,
the individual and consolidated results of opera-
tions and individual and consolidated cash flows,
together with the descriptions of the principal
risks and uncertainties faced by the Company.

Executive officers

Executive officers in office in the year 2021 and
until the date of signing of the financial state-
ments of 2021 are set forth below.

Eduardo Ledsham
Chief Executive Officer

Alexandre Aigner
Executive Officer

Alberto Vieira
Executive Officer
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(A free translation of the original in Portuguese)

Independent Auditor’s Report

To the

Shareholders and Management of
Bahia Mineragao S.A.

Salvador - Bahia

Opinion

We have audited the accompanying individual and consolidated financial statements of Bahia
Mineragdo S.A. (“Company”), individual and consolidated, respectively, which comprise the
balance sheet as at December 31, 2021, and the income statement, statement of comprehensive
income (loss), statement of changes in equity and statement of cash flows for the year then
ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the financial statements present fairly, in all material respects, the individual and
consolidated financial position of Bahia Mineragdo S.A. as at December 31, 2021, and its
individual and consolidated financial performance and its individual and consolidated cash flows
for the year then ended, in accordance with accounting practices adopted in Brazil and the
International Financial Reporting Standards (“IFRS”) issued by the International Accounting
Standards Board (“IASB”).

Basis for Opinion

We conducted our audit in accordance with Brazilian and International Standards on Auditing.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the
Company and its subsidiary in accordance with the relevant ethical requirements in the Code of
Ethics for Professional Accountants and the professional standards issued by the Brazilian
Federal Accounting Council (“CFC”), and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Other information accompanying the individual and consolidated financial statements and
the independent auditor’s report

The Company’s Management is responsible for such other information comprising the
Management Report.

Our opinion on the individual and consolidated financial statements does not cover the
Management Report and we do not express any conclusion on the audit of such report.

In connection with the audit of the individual and consolidated financial statements, our
responsibility is to read the Management Report and determine whether such report is consistent
with the individual or consolidated financial statements or our knowledge obtained in the audit or
otherwise includes material distortions.

If, based on the work performed, we have identified any material distortion in the Management
Report, we shall report the matter. We do not have any comment in this regard.
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Management’s Responsibility for the Individual and Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with the accounting practices adopted in Brazil and the International Financial
Reporting Standards (“IFRSs”) issued by the International Accounting Standards Board (“IASB”),
and for such internal control as Management determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, Management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless Management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those responsible for the Company’s governance are those responsible for the oversight of the
preparation of the financial statements.

Auditor’s Responsibilities for the Audit of the Individual and Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether the individual and consolidated
financial statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with Brazilian and International Standards on Auditing will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these individual and consolidated financial
statements.

As part of an audit in accordance with Brazilian and International Standards on Auditing, we
exercise professional judgment and maintain professional skepticism throughout the audit. We
also:

« Identify and assess the risks of material misstatement of the individual and consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s and its subsidiary’s internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by Management.

(A FREE TRANSLATION OF THE ORIGINAL IN PORTUGUESE)
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* Conclude on the appropriateness of Management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’s and its subsidiary’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor's report to the related disclosures in the individual and
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion.Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Company and its subsidiary to cease
to continue as a going concern.

e Evaluate the overall presentation, structure and content of the individual and consolidated
financial statements, including the disclosures, and whether the individual and consolidated
financial statements represent the underlying transactions and events in a manner that achieves
fair presentation.

We communicate with those charged with Management regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Salvador, July 29, 2022.

ERNST & YOUNG
Auditores Independentes S.S.
CRC-2SP 015.199/0-6
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/ Daniel de Araujo Peixoto
Accountant CRC-1BA025.348/0-9
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Balance sheet

DECEMBER 31
(IN THOUSANDS OF BRAZILIAN REALS — RS)

2021 2020 2021

Cash and cash equivalents 5 16.319 5,313 273.289
Trade receivables 6 15,295 2,385 15.295
Advances 7 7,481 391 7.481
Recoverable taxes 8 7,930 241 7.930
Inventories 9 25,843 2,256 25.843
Related parties 18 12,192 - 4.895
Other assets 10 1,084 719 3.551

86,144 11,305 338.284
Long-term receivables
Inventories 9 47,344 19,569 47.344
Related parties 18 21,667 22,884 21,667
Recoverable taxes 8 320 1,057 710
Other assets 10 354 361 354

69,685 43,871 70,075
Investment in subsidiary 11 279,259 - -
Property, plant and equipment 12 1,372,115 1,209,197 1,372.858
Intangible assets 13 18,982 18,592 18,982
Right of use 14 - - 32,730

1,670,356 1,227,789 1,424,570

Total assets 1,826,185 1,282,965 1,832,929
Trade receivables 15 62,474 25,982 67,440
Tax and social security obligations 16 24,574 12,086 26,352

EXPLANATORY NOTES ARE AN INTEGRAL PART OF THESE INDIVIDUAL
AND CONSOLIDATED FINANCIAL STATEMENTS.
(A FREE TRANSLATION OF THE ORIGINAL IN PORTUGUESE)



BALANCE SHEET

DECEMBER 31
(IN THOUSANDS OF BRAZILIAN REALS — RS)

Company Consolidated
Note 2021 2020 2021

Tradepayables 17 13808 e O 13906

:g;'\;i’:;’gﬁt'; mental 18 12,746 17,135 12,746
ST o e s
.................................................................................................... 11371 o 26 12015
e e
Borrowings 19 2261321 1792442 2261321

igfr:cr’r;iet':;’g:tr;me"ta' 18 12,653 14,632 12,653
ey o s e e
e SO o R e
odsion rconmneenaes 20 S oL R L
. 2361883 1844305 2361883

Total liabilities 2,475,754 1,899,569 2,482,498

Capital 22 (a) 10,955 10,955 10,955
Capital contribution 22 (b) 1,020,817 834,315 1,020,817
Accumulated losses (1,681,341) (1,461,874) (1,681,341)

Total liabilities and negative

. 1,826,185 1,282,965 1,832,929
equity

EXPLANATORY NOTES ARE AN INTEGRAL PART OF THESE INDIVIDUAL
AND CONSOLIDATED FINANCIAL STATEMENTS.
(A FREE TRANSLATION OF THE ORIGINAL IN PORTUGUESE)




Income statement

Company Consolidated
Note 2021 2020 2021
Revenues ........................................................ 23 .............. 359,62613,975 .................. 359,626 ...........
Cost of products sold 24 (117,271) (12,481) (117,271)
Gross profit 242,355 1,494 242,355
D|str|but|onexpenses .............................. 25 ............ (242'355) ............ (1’494) ................. (242'355) .........
General and administrative 26 (99,019) (16,397) (125,247)
expenses
Other revenues, net 27 7,996 4,485 7,995
Equity method 11 (20,029) - -
Loss before finance income (111,052) (11,912) (117,252)
(loss)
Fmancemcome .............................................................. 168'399 ............ 149'560174608 ...........
Finance costs (276.814)  (412.503) (276.823)
Finance income (costs) 28 (108.415)  (262.943) (102,215)

Loss before income tax and
social contribution

EXPLANATORY NOTES ARE AN INTEGRAL PART OF THESE INDIVIDUAL
AND CONSOLIDATED FINANCIAL STATEMENTS. 11
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Comprehensive income statement

YEARS ENDED DECEMBER 31
(IN THOUSANDS OF BRAZILIAN REALS — RS)

2021 2020 2021

Loss for the year, net (219.467) (274.855)

Other comprehensive
income (loss)

Total comprehensive

income (loss) for the year (219.467) (274.855)



Statements of changes
in negative equity

YEARS ENDED DECEMBER 31
(IN THOUSANDS OF BRAZILIAN REALS — RS)

Note

As at January 1,
2020

As at December 31,
2021

Subscribed
capital

Unpaid capital

Accumulated
capital contribution

803.644

1.020.817

EXPLANATORY NOTES ARE AN INTEGRAL PART OF THESE INDIVIDUAL
AND CONSOLIDATED FINANCIAL STATEMENTS.
(A FREE TRANSLATION OF THE ORIGINAL IN PORTUGUESE)

Accumulated
losses

(1.187.019)

(1.681.341)

Total

(372.420)

(649.569)




Cash flow statement

Company Consolidated

Cash flow from operating
activities

Adjustments for
reconciliation of net loss for

the year

Depreciation and amortization 4.237 2.360 4.237

Provisions for contingencies 27 (9.673) (6.210) (9.673)
Revgrsals of provisions for 27 1.422 1.477 1.422

contingencies

Recovery of general and (415) (1.438) (415)

administrative expenses

Interest and exchange rate
changes, net of capitalization

Inventories (49.026) (1.854) (49.026)
e 0 metn s e
ey v oas e e
e s ota  rese S
gewermmeme 2 oo e e
Tradepayables 15 36493 16084 41459

zi’l‘izggcf‘:sc'a' security 16 12.488  3.524 14.266
Tradepayables 17 1396 - 13906

:Eﬁ'ﬂat':ei't‘;"r°”me”ta' 18 10.041  (6.843) 10.041

Net cash used in operating (102.625) (10.782)  (111.469)
activities

EXPLANATORY NOTES ARE AN INTEGRAL PART OF THESE INDIVIDUAL
AND CONSOLIDATED FINANCIAL STATEMENTS.
(A FREE TRANSLATION OF THE ORIGINAL IN PORTUGUESE)



CASH FLOW STATEMENT
YEARS ENDED DECEMBER 31
(IN THOUSANDS OF BRAZILIAN REALS — RS)

2021 2020 2021

Acquisitibn 6f property, |

plant and equipment 12 (74.213) | (88.945) (74.956)

Acquisition of intangible

ccets 13 (1.017) (743) (1.017)

Acquisition of subsidiary 11 (299.287) - -

Acquisition of use right 14 - - (32.730)

Net cash used in investing

activities (374.517) (89.688) (108.703)
19

Related-party loans 301.646 73.006 301.646

(b)
Contributions to related-party 19
capital (b)

Net cash generated from
financing activities

186.502 30.671 186.502

488.148 103.677 488.148

Increase in cash and cash

. 11.006 3.207 267.976
equivalents
Cash and cash equivalents
. . 31
at the beginning of the year >-313 2.106 2.313
Cash and cash equivalents 5 16.319 5313 273.289

at the end of the year

EXPLANATORY NOTES ARE AN INTEGRAL PART OF THESE INDIVIDUAL
AND CONSOLIDATED FINANCIAL STATEMENTS.
(A FREE TRANSLATION OF THE ORIGINAL IN PORTUGUESE)
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Management explanatory notes
to financial statements

DECEMBER 31, 2021

(IN THOUSANDS OF BRAZILIAN REALS — RS, UNLESS OTHERWISE STATED)

1. Operations

Bahia Minerag¢do S.A. and its subsidiary
(“BAMIN” or “Company”) is a privately held
corporation, incorporated on July 28, 2005,
and are engaged in the exploration and trade
of minerals in general, in the Brazilian territory,
comprising research, mining and processing,
provision of geological services, import, export
and trade of mineral, chemical and industrial
products, as well as through its subsidiary,
Bahia Ferrovias S.A. (“BAMIN Ferrovias”), on
an exclusive basis, subject to burden, cons-
truction and provision of public cargo railway
transportation services associated to the deve-
lopment of the railway infrastructure of sec-
tion | of Ferrovia de Integracdo Oeste-Leste
(“FIOL”). BAMIN may also hold interest in the
capital of other companies, as partner, quo-
taholder or shareholder. The Company’s head
office is located at Avenida Professor Maga-
Ihdes Neto, 1,752, 15th floor, Pituba, Salvador
- Bahia - Brazil.

(A FREE TRANSLATION OF THE ORIGINAL IN PORTUGUESE)

(a) COVID-19 (Coronavirus) Impacts

Despite of the challenges imposed by COVID-
19 pandemic in 2021, the Company and its
subsidiary adopted measures in conformity
with the recommendations of the OMS and
Ministry of Health, in order to protect the
employees’ health and ensure the prevention
against the contamination of the administra-
tive and operational areas, such as (a) remote
work for administrative areas; (b) implemen-
tation of flexible working hours for the areas
not suspended over the period; (c) thorough
cleaning of work places and stations; (d) dis-
tribution of individual protection equipment;
(e) periodical testing of all employees and
third parties; and (f) measurement of body

16
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DECEMBER 31, 2021
(IN THOUSANDS OF BRAZILIAN REALS — RS, UNLESS OTHERWISE STATED)

temperature, amongst others. The Company
and its subsidiary did not verify impacts and/
or events related to COVID-19 pandemicin the
present or that otherwise would impact their
future operations.

(b) Approval of the financial statements

These financial statements were approved by
the Company’s Board of Executive Officers on
July 29, 2022.

2. Accounting policies

The principal accounting policies applied in the
preparation of these financial statements are
set out below. These policies were applied on
consistent basis for every year presented.

2.1 Preparation basis

The individual and consolidated financial sta-
tements (“financial statements”) were prepa-
red in accordance with the Brazilian accounting
practices, including the standards issued by the
Committee of Accounting Pronouncements
(CPC) and the International Financial Reporting
Standards (IFRS), issued by the International
Accounting Standards Board (IASB) and evi-
dence all relevant information of the financial
statements, and only them, which are consis-
tent with those used by Management in its
management.

The financial statements were prepared con-
sidering the original cost as base of value and
adjusted to reflect losses or gains from fair
value of certain financial instruments.

The preparation of the financial statements
requires the use of certain critical accounting
estimates and judgment by the Company’s
management, in the process of application of

(A FREE TRANSLATION OF THE ORIGINAL IN PORTUGUESE)

its accounting policies. Note 3 discloses the
areas that require a higher level of judgment or
entail greater complexity, and the areas where
assumptions and estimates are significant for
the financial statements.

As described in Note 2.20, the Company began
to disclose, in this financial statements, the dis-
tribution expenses in a separate account in its
income statement.

2.2 Consolidation basis

The consolidated financial statements com-
prise BAMIN’s and its subsidiary’s financial
statements as at December 31, 2021. The
shareholding control is obtained when the
Company is exposed or is entitled to varia-
ble returns based on its operations with the
investee and has the capacity to impact these
returns through the power exercised in rela-
tion to the investee.

The consolidation of a subsidiary begins when
the Company holds the shareholding control
regarding the subsidiary and ends when the
Company no longer exercises such sharehol-
ding control. Assets, liabilities and profit or
loss of a subsidiary acquired or sold during the
year are included in the consolidated financial
statements from the date the Company has
obtained the shareholding control to the date
the Company no longer holds the shareholding
control over the subsidiary.

In the individual financial statements, the Com-
pany’s investments in its subsidiary are accou-
nted for on the equity basis of accounting.

BAMIN’s basis for consolidation, beginning on
July 19, 2021, includes the financial statements
of Bahia Ferrovias S.A. (“BAMIN Ferrovias”),
which is a corporation, mainly engaged, on

17
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DECEMBER 31, 2021
(IN THOUSANDS OF BRAZILIAN REALS — RS, UNLESS OTHERWISE STATED)

an exclusive basis, subject to burden, in the
construction and provision of public cargo
railway transportation services associated to
the development of the railway infrastructure
of EF-334, in the stretch between Ilhéus/BA
and Caetité/BA, with extension of 537 Km
(“FIOL 1”), under the terms and conditions set
forth in the Subconcession Agreement entered
into between the Company and the National
Agency of Land Transportation (“ANTT”). The
Company holds 100% of the BAMIN Ferrovias’
capital.

2.3 New standards, interpretations and
revisions issued

(a) New or reviewed pronouncements
applied for the first time in 2021

During the fiscal year of 2021, the Committee
of Accounting Pronouncements (CPC) and IASB
reviewed the standards listed below, these
new reviews already in force said year. Such
accounting pronouncements became effective
as of January 1, 2021, with the amendments
assessed by the Company’s Management.
There have been no impacts over the financial
statements with their enforcement.

e CPCO6(R2)/IFRS 16 - Leases;
e CPC11/IFRS 4 - Insurance Agreements;

e CPC 15 (R1) / IFRS 3 - Business
Combinations;

e CPC 25/ IFRS 37 — Provisions and Contin-
gent Liabilities and Assets;

e CPC 27/ IAS 16 — Property, plant, and
equipment;

e CPC 40/ IFRS 7 — Financial Instruments;
Disclosure; and

(A FREE TRANSLATION OF THE ORIGINAL IN PORTUGUESE)

e CPC48/IFRS 9 - Financial Instruments

IASB has also been working issuing new pro-
nouncements and reviewing those already
existing, to come into force only by January 1,
2023 with the convergence of CPC pronoun-
cements, as follows:

e (CPC26(R1)/IAS1-Presentation of Finan-
cial Statements;

e CPC 23 / IAS 8 — Accounting policies,
Change of Estimate and Rectification of
Error; and

e CPC50/IFRS 17 — Insurance Agreement;

The Company’s Management is assessing the
actual impacts these items may have on the
financial statements to the extent said stan-
dards are regulated.

2.4 Foreign Currency Conversion

(a) Functional and presentation currency

The items included in the financial statements
are measured using the currency of the princi-
pal economic environment in which the Com-
pany operates (“functional currency”). The
financial statements are presented in Reals
(“RS”), which is the functional currency of the
Company.

(b) Transactions and balances

Operations in foreign currencies are translated
into functional currency, using the exchange
rates in effect on the dates of the transactions
or assessment. Foreign exchange gains and
losses incurred in this transaction and in the
conversion at year-end exchange rates, related
to the monetary assets and liabilities denomi-
nated in foreign currencies are recognized in
the income statement.

18
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DECEMBER 31, 2021
(IN THOUSANDS OF BRAZILIAN REALS — RS, UNLESS OTHERWISE STATED)

Exchange gains and losses related to loans and
cash and cash equivalents are presented in the
income statement for the year as financial
income or expense. All other losses or gains
on exchange are presented under “Other reve-
nues, net”.

2.5 Cash and Cash Equivalents

Cash and cash equivalents include cash, bank
deposits, other short-term investments of high
liquidity, with original maturities up to three
months, which are promptly convertible into
a known cash amount and which are subject
to irrelevant risk of change of value.

2.6 Financial assets

The Company classifies, measures and recog-
nizes its financial assets under the category
“measured at amortized cost”. The financial
assets are usually classified based on the busi-
ness model adopted and on their characteris-
tics of contractual cash flows.

(a) Recognition and derecognition

Regular purchases and sales of financial assets
are recognized on the date of trading, when
we agree to buy and sell the asset. The finan-
cial assets are derecognized when the rights to
receive cash flows have expired or have been
transferred and when we have transferred
substantially all the risks and benefits of the
ownership.

(b) Measurement

Upon initial recognition, the Company mea-
sures a financial asset at fair value plus tran-
saction costs directly attributable to the
acquisition of the financial asset. Subsequently,
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they are measured at amortized cost based on
the effective interest rate.

(c) Impairment

The Company has the following types of finan-
cial assets subject to expected credit loss esta-
blished by IFRS 9/CPC 48:

e Cash and cash equivalent;
e Trade receivables; and
e Loans granted to related parties.

The Company assesses, on prospective basis,
expected credit losses associated to financial
assets recorded at amortized cost. The impair-
ment methodology applied depends on if
there has been or not a significant increase in
the credit risk.

2.7 Trade receivables

Trade receivables refer to receivables from the
sale of iron ore of the Company and are recog-
nized at fair value and subsequently measured
at amortized cost.

The Company applies the simplified approach
of IFRS 9 to measure expected credit losses,
using a provision matrix based on losses expec-
ted for the total balance of trade receivables.
However, the Company does not have history
of losses on trade receivables or indications
of losses and therefore it does not recognize
losses on trade receivables.

2.8 Inventories

Inventories are stated at the lower between
cost and the net realizable value. The method
of assessment of inventories is the moving wei-
ghted average and includes all costs incurred in
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the ordinary course of operations to bring the
products to the current location and condition.

The cost of finished products and products in
process comprises costs of production, extrac-
tion, direct labor, depreciation, other direct
costs and the respective direct production
expenses (based on the Company’s capacity,
excluding loan costs).

The net realizable value is the estimated sale
price in the ordinary course of business, less
estimated conclusion costs and estimated costs
necessary to make the sale.

Since the Company is at development phase,
the formation of inventories is aimed at the
growth of the production process scale and
presentation to an active market of iron ore
commodities, the product generated by the
Company. That is, to deliver high-quality iron
ore produced under the best sustainability
practices.

Inventories classified as current assets are
those that the Company expects to trade by
the end of the subsequent year. Products recor-
ded in non-current assets are those that the
Company expects to process and trade after
the construction and installation of the pro-
cessing plant of PdAF Mine. More recent stu-
dies confirmed that the project will begin the
production with total capacity, estimated for
the end of 2026.

2.9 Taxes recoverable

Recoverable taxes are calculated based on the
tax laws enacted, or substantially enacted, on
the balance sheet date, of the country where
the entity operates and generates taxable
income.

(A FREE TRANSLATION OF THE ORIGINAL IN PORTUGUESE)

2.10 Property, plant, and equipment

(a) Recognition and measurement

Lands, buildings, machinery and equipment,
vehicles, peripheral computers, furniture and
fixtures and premises (mainly offices) are sta-
ted at original cost.

The original cost of property, plant and equi-
pment includes expenditures directly attri-
butable to acquisition of items and, when
applicable, it may also include loan costs, inclu-
ding interest on loans in foreign currency, qua-
lifiable as financial charges of the operation,
necessary to the formation of qualified assets.

The subsequent costs are included in the
accounting value of the asset or recognized
as separated asset, as applicable, solely when
future economic benefits associated with the
item will be probably recorded and as regards
to those cases in which the cost of the item
may be measured accurately. The book value of
replaced items or parts is recorded as expense
when the criteria of recognition of property,
plant and equipment are not observed.

The residual values and the useful lives of the
assets are revised and adjusted, if appropriate,
at the end of each year.

Gains and losses on disposals are determined
by comparing the proceeds with the book value
and are recognized within ‘general and admi-
nistrative expenses’ in the income statement.

(b) Depreciation

Property, plant, and equipment are depre-
ciated pursuant to the linear method in our
income statement based on the estimated eco-
nomic useful life of each component. Leased
assets are depreciated over the lesser of the
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asset’s estimated useful life and the term of
the agreement, unless it is certain that we will
have the ownership of the asset at the end of
the lease.

In addition, our property, plant, and equip-
ment are depreciated from the date that they
are installed and become available for use, or
in case of constructed assets, from the date
that the construction is completed and the
asset is available for use.

Lands are not depreciated and the deprecia-
tion of other assets is calculated under the
straight-line method to allocate their costs to
their respective residual values over the esti-
mated useful life, as follows:

e Buildings and facilities: from 10 to 60 years;

* Machinery and equipment: from 5 to 30
years; and

e Other assets: from 2 to 30 years.

(c) Right of use

In conformity with the CPC 06 (R2) / IFRS 16,
the leases for which the Company assumes the
risks and benefit inherent to ownership are
classified as financial leases. During the initial
recognition, the leased assets are calculated
for an amount equal to the lower amounts cal-
culated between their fair value and current
minimum payments of capital leases. After
the initial recognition, the asset is registered
according to the accounting policy applicable
to the assets.

(d) Assets under construction

Include mineral assets, expenditures incurred
at the phase of exploration and assessment,
as well as expenditures related to infrastruc-
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ture development of PdF Project in Caetité and
Porto Sul Project in Ilhéus, which will subse-
guently be recognized in the asset ready for
use at the time the mine and the port will
start to produce and operate in accordance
with the purpose intended by the Company’s
Management.

The Company capitalizes the costs incurred
with the development of the infrastructure
of PdF Project and Porto Sul Project, which
costs include basically the following: prospec-
tion, geology, topography, oversight, payroll
and charges, consulting and other expenses,
technical studies and other additional costs.

Expenditures related to the growth of the
production scale of the Company, through the
net margin equal to zero approach, also form
assets under construction, since the Com-
pany’s development activities contribute to
the infrastructure development of PdF Project.

The capitalization of the costs related to the
infrastructure development of PdF Project and
Porto Sul Project also includes the loan costs.
That is, the interest arising from related-party
loans, in foreign currency, qualified as financial
charges of the operations, comprise the Com-
pany’s assets under construction.

2.11 Intangible assets

(a) Softwares

Software licenses are capitalized based on the
costs incurred to acquire the software and ren-
der them ready for use. These costs are amor-
tized during the estimated working life of the
software of between three to ten years.

Costs associated to maintenance of software
are recognized as expense, as incurred.
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(b) Mining rights

Mining rights are stated at acquisition cost
and subject to recovery tests (impairment).
The amortization of mining rights will be cal-
culated over the estimated useful life of the
mine based on the ratio obtained between
actual production and total amount of proved
reserves.

2.12 Non-financial asset impairment losses

Assets that are subject to amortization or
depreciation are assessed for impairment at
any time events or changes in circumstances
suggest the book value may not be recoverable.

Animpairment loss is recognized at the amount
at which the book value of the asset exceeds
its recoverable value. The latter is the higher
of the asset’s fair value less its sale costs and
value in use.

For assets related to mineral exploration, the
estimates used to determine impairment are
reviewed based on the economic feasibility
study, known as Bankable Feasibility Study
(“BFS”), in connection with Pedra de Ferro
Project, and which meets the requirements
of impairment assessment set forth in CPC
01/1AS 36.

The cash flows contained in the BFS are based
on:

* Production capacity estimates for the pro-
ject’s iron ore;

e Future iron ore production levels;

e Future estimates of the iron ore price quo-
tation in the active market; and

e Future production costs, expenditures with
investments in the mine, expenditures
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with restoration of the area to be explo-
red, and expenditures with environmental
damages.

Management assessed possible impairment
losses on its assets and did not identify impacts
on the years presented.

2.13 Suppliers

Suppliers are obligations for assets or services
acquired in the ordinary course of business,
classified as current liabilities if the payment
is due in a period of up to 12 months from
the balance sheet date. Otherwise, accounts
payable are recorded as non-current liabilities.

Obligations payable are initially recognized
at fair value and, subsequently, measured at
amortized cost, under the effective interest
rate method.

2.14 Borrowings

Borrowings are contracted with related parties
and are presented in foreign currency values,
translated into Reals on the balance sheet
date. These borrowings are initially recognized
at fair value, and there were no transaction
costs upon acquisition, and they are, subse-
guently, stated at amortized cost.

Borrowings are initially recognized at fair value,
less transaction costs and, subsequently, mea-
sured at amortized cost. The expense of inte-
rest on borrowings is recognized in the result
under the effective interest rate method.

Borrowings costs directly attributable to the
acquisition, construction or production of an
eligible asset that necessarily requires a signi-
ficant effort to be ready for its intended use
or sale are capitalized as part of the cost of
the corresponding asset. All other borrowings
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costs are expensed in the period they are
incurred. Costs of borrowings include interest
and other costs incurred by the Company in
connection with the borrowing.

The Company is a party to agreements of Profit
Participating Loans (“PPL”) with its controlling
shareholder and with the subsidiaries of its
controlling shareholder. The funds received
under the PPL agreements represent loans and
capital contributions. The difference between
the amount of loans initially recognized at fair
value and the amount received under the PPL
agreements is recognized as capital contribu-
tion in the shareholders’ equity.

2.15 Provisions

The provisions are recognized whenever the
Company has a current or constructive obliga-
tion resulting from past events. However, it is
possible an outflow may be required to settle
the obligation and to calculate the amount
with certainty. Provisions are not recognized
in connection with future operating losses.

When there is a series of similar obligations,
the probability of the Company settling them
is determined considering the class of obliga-
tions as a whole. A provision is recognized even
when the probability of settlement related to
any individual item included in the same class
of obligations is low.

Provisions are measured at the present value
of expenditures required to settle the obliga-
tion, using a rate before tax, which reflects
the current market assessments of the time
value of money and specific risks of the obli-
gation. Any increase in the provision over time
is recognized as interest expense.
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2.16 Income tax and social contribution,
current and deferred

The Company is at development phase and has
no revenues or income subject to income tax
or social contribution.

Deferred income taxes and social contributions
may be calculated on income tax losses, nega-
tive social contribution and the temporary dif-
ferences between the tax calculation bases of
assets and liabilities and the respective book
values in the financial statements. These tax
rates, currently defined to determine these
deferred credits, are 25% for income tax and
9% for social contribution.

The Company benefits from the income tax
reduction of 75%, from 2022 to 2031, accor-
ding to report 0122/2021, of the Northeast
Development Superintendency (SUDENE).

Deferred income and social contribution tax
assets are recognized only to the extent future
taxable income is available and against which
temporary differences may be used.

The Company decided not to recognize defer-
red tax assets, as it is at development phase
and does not have a history of taxable income.
2.17 Capital stock

Common and preferred shares are classified
in the shareholders’ equity.

2.18 Revenue recognition

(a) Iron ore sale revenue in development
stage

Revenue is recognized when the control over
the product is transferred to the customer.
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Usually, a few commodities delivered to cus-
tomers are provisionally priced on the date
revenue is recognized. Revenue adjustments
are treated in accordance with CPC 48/IFRS 9
“Financial Instruments” and are not treated
under CPC 47/IFRS 15 “Revenue from agree-
ment with customers”, therefore, CPC 47/1FRS
15 rules on revenue from agreement with cus-
tomers with variable payment do not apply.
These adjustments, therefore, represent reve-
nues from other sources that are not agree-
ments with customers.

The Company recognizes its sales revenue at
estimated fair value of total compensation
receivable, in which case the temporary pri-
cing included in these agreements, of products
sold, is designated as derivative. Therefore, the
fair value of the final adjustment of the sales
price is revaluated on a continuous basis, and
the changes in fair value are recognized as
sales revenue in the income statement.

The Company’s sales revenues derived from
the development stage of the PdF Project. The
Company recognizes logistics costs and expen-
ses, equivalent to the sales revenues of the
development stage of the PdF Project (Note
2.19). For adoption of this accounting method,
the Company’s sales revenues are recognized
in profit or loss for the year.

(b) Financial revenue

Financial revenue is recognized on the accrual
basis of accounting, using the effective interest
rate method.

Interest revenue from financial assets at amor-
tized cost calculated using the effective interest
rate method is recognized in the statement of
income as part of interest financial revenue.
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Financial revenue is calculated using the effec-
tive interest rate at the gross book value of a
financial asset except for financial assets that
are subsequently subject to credit loss. For
financial assets subject to credit loss, the effec-
tive interest rate is applied to the net book
value of a financial asset (after deduction of
provision for losses).

2.19 Cost of products sold

The production costs of inventory items sold
before PdF Mine was ready for the use inten-
ded by the Company’s Management are recog-
nized in the result for the year in accordance
with CPC 16/IAS 2. However, since costs rela-
ted to the use of the asset PdF Mine are not
reflected in the production of inventories and
sales revenues resulted from the development
stage of the PdF Project, the Company adopts
the accounting recognition of costs equivalent
to sales revenues from the development of the
PdF Project, recognized in the profit or loss for
the year, as part of expenditures (or deduc-
tions of expenditures) related to infrastructure
development of the PdF Project.

2.20 Distribution expenses

The logistics costs comprise expenses rela-
ting to the Company’s distribution efforts to
generate the sale of iron ore projects, that is,
the expenses are incurred with the iron ore
products are under final physical and chemical
conditions for sale to the final customer. By
virtue of the distribution expenses, the Com-
pany recognizes the distribution expenses in
a separate account in the statement of profit
and loss.
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3. Critical accounting estimates and
judgments

The accounting estimates and judgments are
reviewed on an ongoing basis and are based on
historical experience and other factors that are
considered to be relevant in the circumstances.

Based on the assumptions we estimate our
future. The resulting accounting estimates will,
by definition, seldom equal the related actual
amounts. The estimates and assumptions that
have a significant risk, likely to cause a signi-
ficant adjustment in book values of assets for
the next financial year, are included below:

(a) Operational continuity

The Company’s Management prepared its
financial statements assuming the continuity
of its operations and considers the financial
support from its controlling shareholder in
order to assure that liquidity is adequate and
available to cover contractual obligations and
to obtain additional funds when necessary. The
occurrence of these events in its entirety, in a
proper period, is considered critical judgments
by the Company’s Management.

(b) Interest rate on borrowings

Borrowings transactions, required for the
settlement of pre-operating obligations of the
Company, does not provide for levy of interest.
Accordingly, the fair value recognized by the
Company seeks to reflect the funding cost in
an environment of free competition, where
the discount rate used should reflect the cur-
rent market assessments of the time value of
money and specific risks of the transactions.
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(c) Subconcession of FIOL

Bahia Ferrovias (“BAMIN Ferrovias”), a BAMIN-
-controlled company, must fulfill certain con-
ditions provided in the announcement for
privatization tender and the subconcession
agreements for the railway network. The
assets acquired by BAMIN will be under the
scope of CPC 27 / IAS 16- “Property, plant,
and equipment”, CPC06 (R2) / IFRS 16 — “Lea-
sing Operations” and OCPC 05 — “Concession
Agreements”.

The assets resulting from the subconcession
agreement for the railway network are under
the CPC 06 (R2) / IFRS 16, in which BAMIN
Ferrovias acknowledges an asset with right of
use and a leased liability as of the date it was
leased. The use right asset is initially measu-
red at cost, which includes the value of the
initial measurement of the lease liability, adjus-
ted based on the lease payments performed
through the initial date, plus any direct initial
costs incurred by the lessee and the estimated
costs to be incurred by the lessee in the disas-
sembly and removal of the underlying asset,
by recovering the place where the asset is
located or recovering the underlying assets to
the condition defined by the lease terms and
conditions, less any lease incentives received.

The subconcession agreement will be extin-
guished upon termination of the contractual
term, expropriation, forfeiture, cancellation,
annulment and bankruptcy or dissolution of
the concessionaire.

In case of extinguishment of the subconces-
sion, all the assets will be reverted to VALEC
(public company controlled by the Federal
Government through the Brazilian Ministry
of Infrastructure), free and clear of any liens
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or charges, with the Company no longer hol-
ding the rights arising from the subconcession
agreement.

At the end of the Subconcession Agreement,
the assets owned by the Subconcessionaire
and those resulting from investments made by
it becoming leased assets required to continue
with the rendering of railway transportation
services, bound to the Subconcession, may
become property of the Federal Government
upon reversion and indemnification of the
investments made by the Granting Authority
according to the Subconcession Agreement.

For these decisions, BAMIN considered, among
other things, a detailed analysis of said tech-
nical orientations.

(d) Impairment of intangible assets

The Company’s intangible assets of mining
rights and right of pass agreements are
reviewed on an annual basis to determine
the impairment indicatives or more frequently
whether events or changes in the circumstan-
ces may indicate a possible impairment. An
impairment loss is recognized by the difference
between the accounting value of the excee-
ding asset and the recoverable value.

The Company’s mining rights correspond to the
processes for research and mining study gran-
ted by the National Mining Agency (“ANM”),
composed of historical research cost, technical
consultancy and oversight, which amortization
will begin with the mining production, over the
estimated useful life of the reserved PdF Mine.

(e) Temporary sales revenue recognition

The Company recognizes sales revenue at esti-
mated fair value of the total compensation
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receivable, which temporary pricing is inclu-
ded in these agreements, for products sold,
designated as a derivative. Therefore, the fair
value of the final adjustment of the sales price
is revaluated on a continuous basis, and the
changes in fair value are recognized as sales
revenue in the income statement for the year.

4. Financial risk management

The Company’s activities expose it to many
financial risks: market risk, credit risk and liqui-
dity risk. The Company’s risk management pro-
gram focuses on financial markets uncertainty
and seeks to minimize potential adverse effects
on the Company’s financial performance.

Management identifies, assesses and protects
the Company against financial risks.

(a) Currency risk

Financial instruments may be subject to
variations in fair value due to fluctuation in
exchange rates. Sensitivity analyses of non-de-
rivative financial instruments to this variable
are as follows:

(1) RISK SELECTION

The Company selected the market risk that
may most affect the value of financial instru-
ments held by it, which is the US dollar-Real
exchange rate.

For the purposes of the risk sensitivity analy-
sis, the Company presents the exposures to
currencies as if they were independent, that
is, without reflecting in the exposure to a
foreign exchange rate, the risks of the variation
in other foreign exchange rates that could be
indirectly influenced by it.
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(1) SCENARIO SELECTION

The Company considers three scenarios in the sensitivity analysis. In
addition to a variation considered reasonable, two other scenarios
that could represent adverse effects to the Company. In the prepa-
ration of the adverse scenarios, the Company considered only the
impact of the variables on financial instruments. The global impact
on the Company’s activities was not considered.

The reasonable scenario considered was the one published by FOCUS
survey, disclosed by the Central Bank of Brazil on January 3, 2022,
and for exchange rate variables not covered by FOCUS survey, the
reasonable scenario considered was of same US dollar-Real exchange
rate. It was considered an appreciation of the US dollar-Real exchange
rate of 25% and 50% for additional adverse scenarios, of the US dollar
value in relation to the US dollar closing rate for the year ended
December 31, 2021.

The sensitivity figures in the following table are variations in the value
of financial instruments in each scenario.
(11) SENSITIVITY TO DOLLAR-REAL EXCHANGE RATE

The sensitivity of each financial instrument to the US dollar-real
exchange rate variation is as follows:

. Exchange Adverse Adverse
Fair value Reasonable . .
in USS rate as of scenario scenariol scenarioll
12.31.2021 (25%) (50%)

Borrowings with
related parties 405,218 5,5805 2,261,321 2,826,651 3,391,982
(liabilities)

Impact on
the result for
the period

(expense)

Noimpact (565,330) (1,130,661)

(b) Credit risk

The credit risk is managed corporately. The credit risk derives substan-
tially from cash and cash equivalents, deposits in banks and financial
institutions, as well as from credit exposures to trade receivables
from related parties.

(A FREE TRANSLATION OF THE ORIGINAL IN PORTUGUESE) 27



MANAGEMENT EXPLANATORY NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2021
(IN THOUSANDS OF BRAZILIAN REALS — RS, UNLESS OTHERWISE STATED)

The credit limit was not exceeded during the years, and management
does not expect any default loss from these counterparties.

(c) Liquidity risk

Management continuously monitors the liquidity needs of the Com-
pany to ensure that it has sufficient cash to cover the needs of its
activities. This condition is obtained, essentially, with financial funds
from its controlling shareholder.

(d) Financial instruments by category

The main Company’s financial instruments are cash and cash equi-
valents, related parties, suppliers and borrowings and financings.

Company Consolidated
2021 2020 2021
CT
"Cash S ...‘At e cost16,319 ............ 5’313 .............. 273’288 ........
equivalents
TradeAtamort.zedcost “““““““ 1389 ............. 2385 ................. 1,339 ...........
receivables
RelatedpamesAtamomzedcost ...... 33’859 ............ 22’884 .............. 26’562 ..........
....................................................................... S 20582 201235
"Trade ayables ..‘At e ted cost 62,474 ............ 25,982 ............... 6 7'440 .........
BorrowmgSAtamomzedcost ..... 21261'3211,792'442 ........ 2'261’321 .......

2,323,795 1,818,424 2,328,761

The fair value of the financial assets and liabilities is included in the
value whereby the instrument could be exchanged in the current
transaction between the parties interested in the trading, and not
forced sale or settlement.

As of December 31, 2021 and 2020, there was no material difference
between book values and market values for the financial instruments
of the Company.
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5. Cash and cash equivalents

Company Consolidated

2021 2020 2021

Cash funds 23 22 24

Cash bank deposits 1,051 1791 5,110

Short-term investments 15,245 3,500 268,155
16,319 5,313 273,289

The financial investments with low credit risk mostly concern those
investments in Commitment Transactions, Bank Deposit Certificates
(CDB-DI), with daily liquidity (available for withdrawals and transfers),
with a profitability related to Interbank Deposit Certificates (“CDI”).

6. Trade receivables

Company Consolidated
2021 2020 2021
U s 2385 10981
4,314 - 4,314
Accounts receivable 15,295 2,385 15,295

The reduction in accounts receivable derived from the sales agree-
ments of products subject to temporary pricing, according to Note
2.18 (a) and Note 3 (e). Some sales agreements of products genera-
ted amounts to be returned to customers, due to the ore price not
favorable to the Company, between the temporary pricing and the
final pricing date of the sale of products.

The Company does not have history of losses on trade receivables
or indications of losses and therefore it does not recognize losses on
trade receivables.
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7. Advances

2021
7,255

226
7,481

8. Recoverable taxes

Excise Tax (ISS) payable

IRRF on short-term

investments

Recoverable ICMS

Non-cumulative PIS and

COFINS

Other recoverable taxes

(-) Current

Non-current

2020

263

128
391

2021

262
362
1,573

6,048

8,250

(241)
8,009

2021
7,255

226
7,481

2020

1,151

38

104

1,298

(241)
1,057

Consolidated

2021

262
752
1,573

6,048

8,640

(241)
8,399
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9. Inventories

Company Consolidated
2021 2020 2021
Iron ore 47,649 19,569 47,649
Product in processing 2,054 - 2,054
Processed product 23,484 2,256 23,484
73,187 21,825 73,187
(-) Current (25,843) (2,256) (25,843)
Non-current 47,344 19,569 47,344
10. Other assets
Company Consolidated
2021 2020 2021
Unaccrued insurance 811 559 3,277
Escrow deposits 295 302 295
Third-party receivables 273 160 273
Contractual collaterals 59 59 59
1,438 1,080 3,904
(-)Current(1,084)(719)(3,550) ...........
Non-current 354 361 354

11. Investments

The main information about BAMIN Ferrovias, a BAMIN-controlled
company, are presented as follows:

(a) Interest in subsidiary

Interest Company
Investee Main o control 2021 2020 2021 2020
activity
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Interest Consolidated
Investee Main - ontrol 2021 2021
activity
Bahia Ferrovias S.A.  Logistics  Subsidiary 100% 279,259

(b) Subsidiary’s financial position

Current Non-cur- Current Non-current

Subsidiary assets rent assets liabilities liabilities Equity Netloss
Bahia
Ferrovias 259,436 33,863 (14,041) - (299,287) 20,029
S.A.

(c) Changes in interest in subsidiary

Equity
- Balance in Loss for Comprehensive o Balance in
Subsidiary Dec 2020 the year income (loss) Acquisition Dec 2021
E"Zh'a Ferrovias - (20,029) - 299,287 279,259
12. Property, plant, and equipment
Company
- . Construction
Land Bu;LTiTiiseznd M:ctlini:\é:tnd in progress Other Total
quip (Note 2.10 (d))
january1,zozo ............... 44’5678,735 ................... 13’448 .................. 932’495 ........... 9’306 ....... 1’008,551
Additions 50 4,320 3085 88,961 384 96,800
Borrowing costs - - - 122,537 - 122,537
Write-offs - - - - (2) (2)
December 31,2020 44,617 13,055 16,533 1,143,993 9,688 1,227,886
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Company
- . Construction
Land Bu;lac::lirl'niiseznd M:ctlinz:\é::d in progress Other Total
quip (Note 2.10 (d))
Accumulated
depreciation
January1,2020 ........................ R (2,309)(8,062) ............................. S ( 6,309) 44444444 (16,680) 444444
Depreciation - (832) (594) - (586) (2,012)
Write-offs - - - - 2 2
December 31, 2020 - (3,141) (8,656) - (6,893) (18,690)
December31,2020 444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444444
Total cost 44,617 13,055 16,533 1,143,993 9,688 1,227,886
Accumulated
depreciation - (3,141) (8,656) - (6,893) (18,690)
44,617 9,914 7,877 1,143,993 2,795 1,209,196
January 1, 2021 44,617 13,055 16,533 1,143,993 9,688 1,227,886
Additions 11,867 9,650 1,762 92,368 1,466 117,113
Borrowing costs - - - 51,801 - 51,801
December 31,2021 56,484 22,705 18,295 1,288,162 11,154 1,396,800
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January1,2021 - (3,141)  (865) ] (6,893)  (18,690)
Depreciation - (4,450) (864) ] (681)  (5,995)
December 31, 2021 ) - (7,591) - (9,5720)7 7 - 7 (7,574) | (24,685)

December 31, 2021
Total cost 56,484 22,705 18,295 1,288,162 11,154 1,413,194
Accumulated

; 7,591 2 - 7,574) (24

depreciation (7,591) (9,520) (7,574)  (24,685)

56,484 15,114 8,775 1,288,162 3,580 1,372,115
January1,2021 44617 13,055 16,533 1,143,993 9,688 1,227,386
Additions 11,867 9,650 1,762 92,368 2,209 117,856
Borrowing costs - - - 51,801 - 51,801
December 31,2021 56,484 22,705 18,295 1,288,162 11,897 1,397,543
January1,2021 -  (3,141)  (8,656) ; (6,893)  (18,690)
Depreciation - (4,450) (864) - (681) (5,995)
December 31, 2021 - (7,591) (9,520) - (7,574) (24,685)
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Tofal Cost 56;484
Accumulated )
depreciation

56,484

13. Intangible assets

Jahuéry 1, 2020 '
Additions
December 31, 2020

Jahuéry 1, 2020 '
Amortization
December 31, 2020

Total costs

Accumulated
amortization

January 1, 2021
Additions
December 31, 2021

22,705

18,295
(7,591) (9,520)
15,114 8,775
11,430 7,808
) 589
11,430 8,397
- (6212)
; (490)
] (6,702)
11,430 8,397
; (6,702)
11,430 1,695
11,430 8397
) 884
11,430 9,281
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1,288,162 11,897 1,397,543
] (7,574)  (24,685)
1,288,162 4,323 1,372,858
5319 24561
153 743
5,472 25,304
- (6,212)
(10) (500)
(10) (6,712)
5472 25,304
(10) (6,712)
5,462 18,592
5472 25,304
81 965
5,553 26,269
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Company
Corporate Mining rights Software Fasement Total
brands agreements
Accumulated
amortization
January 1, 2021 - - (6,702) (10) (6,712)
Amortization - - (554) (21) (575)
December 31, 2021 - - (7,256) (31) (7,287)
Balance
December 31, 2021
Total costs 5 11,430 9,281 5,553 26,269
Accumulated
amortization i i (7,256) (31) el
5 11,430 2,025 5,522 18,982
Consolidated
Corporate Mining rights Software Fasement Total
brands agreements

January 1, 2021 5 11,430 8,397 5,472 25,304
Additions - - 884 81 965
December 31, 2021 5 11,430 9,281 5,553 26,269
Accumulated
amortization
January 1, 2021 - - (6,702) (10) (6,712)
Amortization - - (554) (22) (576)
December 31, 2021 - - (7,256) (32) (7,288)
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December 31, 2021

Total costs 5 11,430 9,281 5,553 26,269
Accumulated
amortization i i (7,256) (32) ecs)
5 11,430 2,025 5,521 18,981
14. Right of use
January 1, 2021
Additions - - 32,730 32,730
December 31, 2021 - - 32,730 32,730
December 31, 2021
Total costs - - 32,730 32,730
Accumulated i i i i
amortization
- - 32,730 32,730

The FIOL Subconcession Agreement, from BAMIN Ferrovias, has
been prepared according to the CPC 06 (R2) / IFRIC 16, in which
the grant of the subconcession represents the incremental cost with
obtaining the lease that would not have been charged otherwise.
Therefore, the granting of the subconcession represents an asset of
right of use of the railway network. BAMIN Ferrovias has five years as
of the assumption of the agreement to start the operations. So, the
term for the amortization of said assets is thirty years, the agreement
ending on September 3, 2055.
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15. Suppliers

2021 2020 2021

Operational and 15,399 8,826 15,399
logistics services
Constructions,
equipment and 19,838 7,419 19,838
maintenances
Land payable 5,000 5,108 5,000
Technical 17,395 2,550 18,702
consultancy
Other 4,842 2,079 8,501

62,474 25,982 67,440

16. Tax and social security obligations

2021 2020 2021
Personnel 14,326 7,935 15,456
Labor taxes 2,106 1,170 2,411
Taxes on income 3,214 395 3,214
Retained taxes 4,805 2,292 5,148
on services
Other 123 294 123
24,574 12,086 26,352
17. Trade payables
2021 2020 2021
Sa_les at temporary 13,906 i 13,906
prices
13,906 - 13,906

Sales at temporary prices on invoice are subject to adjustment based
on the commodity price (iron ore), in the period defined in the sales
agreement. However, the Company understands that the sales price
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of these products can be reliably measured in each period, as the
price is quoted in the active iron ore market.

18. Social-environmental commitment

Company Consolidated
2021 2020 2021

Social and
environmental 42,283 38,610 42,283
obligations
() Accumulated (16,884) (6,843) (16,884)
payments

25,399 31,767 25,399

()Current ........................... (12’746) ................. ( 17’135 ) ................ (12'746) .........

Non-current 12,653 14,632 12,653

The Federal Public Prosecution Office, Public Prosecution Office of
the State of Bahia, State of Bahia (through the Civil Office and the
Environment Secretariat (“SEMA”)), Institute of Environment and
Water Resources (“INEMA”), City of lIhéus, jointly with the Company,
decided to enter into the Social and Environmental Commitment
Term (“TCSA”).

The agreement seeks predictability and the consensus between the
parties, in connection with social and environmental compensations
to be implemented in the region where the future premises of Porto
Sul, aiming at sustainable development, environmental integrity, and
maintenance of the ecological functions and ecosystemic services,
through comprehensive actions to prevent, at landscape scale, avoi-
dable environmental damages and mitigate unavoidable impacts.
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19. Related parties

(a) Transactions and balances

Related-party balances are broken down as follows:

2021 2021 2020 2021
Current assets
Cost Sharing 7,297 4,895 . 4,895
Agreement
Non-current assets
Loan agreements - 21,667 22,884 21,667
Non-current
liabilities
Loans - 2,261,321 1,792,442 2,261,321
Negative equity
Capital contribution - 1,020,817 834,315 1,020,817
Finance income
(costs)
Finance income - 159,854 147,672 159,854
Finance costs - (273,079) (410,793) (273,079)

- (113,225) (263,121) (113,225)

Company has a cost sharing agreement with the companies Bahia
Ferrovias S.A., Minera¢ao Minas Bahia S.A. and Pedra Cinza Minera-
¢do Ltda. Cost sharing agreements are adjusted by the inflation index
through the maturity date.

The loan agreements entered into between BAMIN and Mineragao
Minas Bahia S.A. and Pedra Cinza Mineragdo Ltda., as well as the
Profit Participating Loans (Note 2.14), entered into between Bahia
Minerals, ERG and ERG Brazil, were subject to a discount rate of 9.25%
(2020, 8.25%). The PPL costs totaled R$165,653 (2020, R$143,860),
with capitalization of R$51,801 (2020, R$122,537) to construction
in progress, considering that a significant portion of the PPL loans is
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directed to the infrastructure development of PdF Mine and Porto Sul.
The PPL loans are estimated to be paid in 2026, when the Company
will be fully operational.

(b) Transactions and activities

Related-party balances are broken down as follows:

2021 2020 2021

Opening balance 1,769,557 1,316,821 1,769,557
as at January 1
Funds raised 488,148 103,677 488,148
Fund allocated (8,768) (5,927) (8,768)
Interest and
exchange rate 323,420 533,156 323,420
changes, net
Capital

186,502 ,671 186,502
contribution (186,502) (30,671) I,
Gain on borrowings
(Note 28) (158,393) (147,499) (158,393)
Closing balance 2,227,462 1,769,557 2,227,462

as at December 31

(c) Compensation of key management personnel

Key management personnel include officers and members of the
executive board. The compensation paid or payable for employee
services, mainly salaries and charges, totaled R$7,598 in 2021 (2020
- R$10,608).

20. Environmental recovery

2021 2020 2021
Environmental recovery 78,106 19,196 78,106
78,106 19,196 78,106

BAMIN recognizes a provision for probable environment recovery
and disassembling the structures in place up to date as part of the
obligations concerning the recovery of degraded areas, especially
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in view of the implementation of any enterprises by the Company.
The accrued provisioned amount was measured at market values
for hiring of specialized labor, lease of machinery and equipment,
removal of piles, disassembly of machines, buildings, recovery and
reforestation of affected areas.

21. Provision for contingencies

2021 2020 2021
Labor (i) 6,264 14,374 6,264
Tax (ii) 3,190 3,108 3,190
Civil 24 247 24

9,478 17,729 9,478

The Company counts on some exclusive consultants, who receive
their salaries as legal entities. Based on the joint analysis with its
legal counsel, the Company recognized a provision for contingen-
cies to cover probable losses from lawsuits, if such consultants were
engaged as the Company’s employees. The Company also recognized
provisions for labor lawsuits whose likelihood of loss is probable.

The Company recognized a provision for tax lawsuits relating to
labor and social security contributions not calculated between 2009
and 2011. The collection is suspended due to the discussion between
our legal counsel and the proper authorities regarding the case file
and taxes challenged.

RISKS OF LOSSES DEEMED POSSIBLE AND THEREFORE NOT PROVISIONED

In 2021, contingent liabilities were identified as resulting from labor
lawsuits, achieving the amount of R$1.269 (2020 — R$0). However,
civil lawsuits represented a contingent liability of R$2.309 (2020 -
R$720). These litigations are being discussed and monitored by our
legal advisors, who classified them as possible loss. Therefore, these
amounts have not been accrued. There is no relevant lawsuit classi-
fied as possible loss, they are all well dispersed.

As informed by the legal advisors, there are no other lawsuits against
the Company that could impact its financial statements and require
recognition of provision in addition to those already recognized.
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According to the current legislation, the Company’s operations are
subject to review by the tax authorities for periods that vary in view
of the nature of the taxes. Consequently, contingencies that may arise
from inspections cannot be presently determined.

22. Negative equity

(a) Capital stock

The authorized capital stock is represented by eleven million, five
hundred and ninety-four thousand and nine hundred and sixty-nine
(11,594,969) shares of R$1.00 each, whose paid-in amount corres-
ponds to R$10,955 and remaining the unpaid amount of R$640. The
stock is distributed into eleven million, five hundred and ninety-four
thousand and nine hundred and sixty-eight (11,594,968) shares held
by Bahia Minerals N.V. and one (1) share held by Mineragdo Minas
Bahia S.A.

(b) Capital contribution

Capital contributions are represented by the accumulated amount
of R$1,020,817 (2020 — R$834,315), and R$186,502 was recognized
in 2021 (2020 — R$30,671).

23. Net sales revenues

2021 2020 2021

Gross revenue 489,535 18,389 489,535
(-) deductions of gross

revenue

Ca”r‘?x’g';e andprice (77133 - (77,133)
ICMS (21,971) (2,207) (21,971)
CFEM (15,902)  (507) (15,902)
COFINS (12,245)  (1,397) (12,245)
PIS (2,658) (303) (2,658)
Net revenue 359,626 13,975 359,626
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In 2021, the Company started developing the Pedra de Ferro Project,
having a production of up to 1 million tons of ore per year. The pur-
pose of the project is developing the integration from the production
to achieve the full capacity of PdF Mine. It is also a way of introducing
the Company’s product to an active market of iron ore commodities.
Such progress in production, even during the development of the
Pedra de Ferro Project, resulted in more products sold, increasing
the Company’s revenue.

The allowances and price variations result from recognizing the reve-
nue at estimated fair value of total compensation receivable, in which
case the temporary pricing included in these agreements, of products
sold, is designated as derivative. Therefore, the fair value of the final
adjustment of the sales price is revaluated on a continuous basis,
and the changes in fair value are recognized as sales revenue in the
income statement.

24. Cost of products sold

2021 2020 2021
Personnel,.serwces 20,225 2377 20,225
and materials
Costs initially 97,046 10,104 97,046
capitalized
117,271 12,481 117,271

The net profit, according to the accounting approach for recognition
of costs and logistics expenses, equivalent to the sales revenue during
the development of the PdF Project, was achieved as follows:

2021 2020 2021

Net sales revenue 359,626 13,975 359,626
Costs with
personnel, services (20,225) (2,377) (20,225)
and materials
Distributi

Istribution (242,355)  (1,494) (242,355)
expenses
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Company Consolidated

2021 2020 2021
Costs initially
capitalized (97,046) (10,104) (97,046)
Net margin - } )

25. Distribution expenses

Company Consolidated
2021 2020 2021

Freight 142,422 925 37,613
Services 79,506 569 36,175
Maintenance
(services and 9,640 - 9,640
materials)
Taxes 3,636 - 3,636
Other serv.lces 7.151 i 7.151
and materials

242,355 1,494 242,355

26. Administrative and general expenses

Company Consolidated

2021 2020 2021
Services 52,276 2,956 59,953
Personne | .......................... 25’064 ............. 10,555 ................... 3 4’782 ...........
Shortterm leases 4,000 285 7269
scamortition A% 828 3,404
Taxe53'015489 ...................... 3’040 .............
Travelsandstaysz,984 .................. 6 40 ..................... 3'004 .............
Materla|51'480 ................... 60 ....................... 1’811 .............
|nsurance91o .................... 2 51 ...................... 2'143 .............
Other55,845 .................. 3 37 ...................... 9’801 .............

99,019 16,397 125,247
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27. Other net revenue

2021
Reve.r5|on (?f legal 9,673
contingencies
Legal contingencies  (1,422)
Others (255)
7,996
28. Financial results
2021
Financial revenues
Borrowings gains (i) 158.393
Other financial revenues 10.006
168.399
Financial expenses
Interests on borrowings  (113.974)
Exchange r.ate changes (159.972)
on borrowings
Other financial expenses (2.868)
(276.814)
(108.415)

2020 2021
6,210 9,673
(1,477) (1,422)
(248) (256)
4,485 7,995
2020 2021
147.499 158.393
2.061 16.215
149.560 174.608
(22.512) (113.974)
(389.569) (159.972)
(422) (2.877)
(412.503) (276.823)
(262.943) (102.215)

Borrowings gains are result of review of the estimated term for

future payment of borrowings.
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