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Independent auditor's report 
 
 
To the Board of Directors and Stockholders 
Banco BMG S.A. 
 
 
 
 
Opinion 
 
We have audited the accompanying parent company financial statements of Banco BMG S.A. ("Bank"), 
which comprise the balance sheet as at June 30, 2019 and the statements of income, changes in equity and 
cash flows for the six-month period then ended, as well as the accompanying consolidated financial 
statements of BMG S.A. and its subsidiaries ("Consolidated"), which comprise the consolidated balance 
sheet as at June 30, 2019 and the consolidated statements of income, changes in equity and cash flows for 
the six-month period then ended, and notes to the financial statements, including a summary of 
significant accounting policies. 
 
In our opinion, the parent company and consolidated financial statements referred to above present fairly, 
in all material respects, the financial position of Banco BMG S.A. and of Banco BMG S.A. and its 
subsidiaries as at June 30, 2019, and the financial performance and the cash flows for the six-month 
period then ended, as well as the consolidated financial performance and the cash flows for the six-month 
period then ended, in accordance with accounting practices adopted in Brazil applicable to institutions 
authorized to operate by the Brazilian Central Bank (BACEN). 
 
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 Parent Company and Consolidated Financial Statements section of our report. We are independent 
of the Bank and its subsidiaries in accordance with the ethical requirements established in the Code of 
Professional Ethics and Professional Standards issued by the Brazilian Federal Accounting Council, 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. 
 
Key audit matters 
 
Key audit matters are those matters that, in our professional judgment, 
were of most significance in our audit of the financial statements of the 
current six-month period. These matters were addressed in the context  
of our audit of the parent company and consolidated financial statements 
as a whole, and in forming our opinion thereon, and we do not provide  
a separate opinion on these matters. 
  

Matters 

Why it is  
a key audit 
matter 

How the  
matter was 
addressed 
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Our audit for the six-month period ended June 30, 2019 was planned and performed taking into 
consideration that the Bank and the Consolidated operations did not present significant changes 
compared to the prior year. Accordingly, the key audit matters, as well as our audit approach, were 
substantially consistent with those of the prior year. 
 

0BWhy it is a Key Audit Matter 1BHow the matter was addressed in the audit 

   
Provision for impairment of receivables 
(Notes 2.2.g and 8) 

 

   
The Bank and its subsidiaries' balance of credit 
operations mainly comprises retail and wholesale 
operations. The measurement of the provision for 
impairment of receivables considers the 
determination of the National Monetary 
Council (CMN) and of the BACEN, notably CMN 
Resolution 2,682/99. In order to comply with these 
regulations, the Bank's management applies 
judgment and certain assumptions to define the 
credit risk of the counterparties to the transactions.
 
The use of incorrect judgments and assumptions or 
the misapplication of the current regulations could 
result in an incorrect estimate of the provision for 
impairment of receivables. 
 
Because of the significance of the provision for 
impairment of receivables and of the matters 
disclosed above, this subject remained an area of 
focus in our audit. 

Our procedures included, among others, updating 
our understanding and the testing of the relevant 
internal controls for the measurement of the 
provision for impairment of receivables. We also 
carried out tests on: (i) consistency of the main 
assumptions used by management with the BACEN 
requirements; (ii) integrity of the underlying 
databases; (iii) analysis of internal standards for the 
classification of the risk of counterparties; and 
(iv) comparison between the amounts of the 
provision calculated and recorded. 
 
We also analyzed the consistency of the information 
disclosed in the notes. 
 
Our audit procedures provided appropriate audit 
evidence within the context of the financial 
statements as a whole that the assumptions and 
criteria used in the measurement of the provision 
for impairment of receivables are reasonable and 
consistent with those used in the prior year. 

   
   
Recognition of tax credit (Notes 2.2.p, 
9 and 25) 

 

  
The tax credit, arising substantially from temporary 
differences and from income tax and social 
contribution losses, is recognized to the extent 
management deems that it is probable that the 
Bank and its subsidiaries will generate sufficient 
future taxable profits. The projection of taxable 
profits includes the use of subjective assumptions 
by management, applied for projections over the 
next ten years. 
 
This subject remains an area of focus in our audit 
since the use of different assumptions in the 
projection of taxable profit could significantly 

Our audit procedures considered, among others, 
gaining an understanding of management's 
processes to determine and measure tax credits and 
the recording of such assets in accordance with the 
accounting standards and the specific BACEN 
requirements. 
 
With the support of our tax specialists, we updated 
our understanding of the key assumptions made by 
management in its process of evaluating the 
prospects for realization of the credits based on 
projections of taxable profits for Banco BMG S.A. 
and its subsidiaries. 
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0BWhy it is a Key Audit Matter 1BHow the matter was addressed in the audit 

   
change the estimated period for the realization of 
tax credits, with a corresponding accounting 
impact, as well as conflict with the BACEN 
requirements for recording these assets in the 
financial statements. 

We obtained the taxable profit projection study 
approved by the Board of Directors. Based on this 
information, we compared the main assumptions 
for consistency with those used in studies in 
previous years. 
 
We confirmed the reasonableness of the 
information disclosed in the notes to the financial 
statements. 
 
We noted that the studies related to the realization 
of tax credits are consistent with the methodologies 
adopted in the prior year. We consider that the 
criteria and assumptions adopted by management 
to determine their realization are reasonable within 
the context of the financial statements. 

   
   
Provisions and contingent liabilities 
(Notes 2.2.r and 18) 

 

  
Banco BMG S.A. and its subsidiaries are party to 
judicial and administrative proceedings filed by 
third parties and public bodies, in labor, civil, and 
mainly tax lawsuits, inherent to their normal course 
of business. 
 
The strategic labor, tax, and civil lawsuits are under 
the supervision of specialized external legal 
advisors who assist in determining the likelihood of 
loss and in calculating the amounts related to the 
probable outflow of resources. The civil 
proceedings, under advice of specialized external 
legal advisors, are provisioned on the bases of past 
average disbursements. 
 
The final settlement of the proceedings is typically a 
lengthy process involving discussions that can, 
depending on the nature of the matter, rely on case 
law and judicial precedence. 
 
This subject continued to be an area of focus in our 
audit due to the nature of the lawsuits under 
discussion and the subjective nature of factors used 
in determining the likelihood of loss. 

Our audit procedures involved an understanding of 
the processes for identification, evaluation, 
monitoring, measurement, and recording of the 
provision for lawsuits, including tests of the total 
amount and the integrity of the databases. 
 
We also carried out procedures to confirm 
information with the internal and external legal 
advisors responsible for monitoring the tax 
lawsuits, in order to obtain information on the 
progress of the relevant lawsuits. We confirmed the 
information for the labor and civil lawsuits with the 
legal external advisors and performed consistency 
tests between the Bank and its subsidiaries and 
legal advisors' bases. 
 
We analyzed the reasonableness of the likelihood of 
loss of the more significant tax cases in the light of 
case law and legal developments. 
 
In the context of the financial statements, the 
results of our procedures provided us with 
reasonable evidence to conclude on the sufficiency 
of the provision for the lawsuits involving probable 
likelihood of loss. 
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0BWhy it is a Key Audit Matter 1BHow the matter was addressed in the audit 

   
Analysis of the recoverable amount - 
goodwill (Notes 2.2.m and 13) 

 

   
The goodwill recorded in the Financial 
Conglomerate intangible assets arises from past 
year business combinations and is being amortized 
over a ten-year period. In the Bank's financial 
statements, goodwill is classified within 
Investments (Note 11). 
 
In accordance with CPC Technical Pronouncement 
01 (approved by BACEN), goodwill from business 
combinations is to be tested for impairment at least 
annually. 
 
Management's impairment test relies on subjective 
analyses to prepare studies and projections for the 
realization of goodwill. 
 
This subject remains an area of focus in our audit 
because the effect of using different assumptions in 
the impairment testing could significantly modify 
the result of the present value of the expected cash 
flows, thus changing the amount of the evaluation 
of the impairment constituted 

With the support of our corporate finance 
specialists, we updated our understanding from the 
prior year of the internal controls over the analysis 
of the recoverable amount of goodwill and, among 
other procedures, analyzed the assumptions used 
by management in its goodwill impairment testing. 
We also reviewed the general logical and 
arithmetical consistency of the calculations of 
projections prepared by management. 
 
We analyzed the reasonableness of the criteria and 
the main assumptions that were used for the 
calculation. 
 
We met with senior management to understand the 
process used to prepare the budgets and their 
approvals. We also tested the consistency of the 
projected results against the results obtain in the 
current six-month periods and in prior years.
 
We consider that the assumptions and criteria 
adopted by management to analyze the recoverable 
amount of goodwill to be reasonable in all material 
aspects in the context of the financial statements. 

   
   
Information technology environment   
   
The Bank's large volume of daily transactions 
demands a complex technology environment 
structured to accurately process the transactions. 
 
Failure to update the information technology and 
related supporting controls could lead to incorrect 
processing of critical information used for decision- 
-making, as well as interruptions in operations. 
 
Considering these aspects, the information 
technology environment remains an area of focus in 
our audit. 

We tested the main information technology 
environment general controls for financial 
information, including aspects related to systems 
access, changes and development processes. 
 
In addition, we tested the automated and manual 
technology-dependent controls as well as the 
compensating controls for the main business 
processes of the Bank and its subsidiaries. 
 
As a result of our work, we consider that these 
procedures and the technology environment 
processes and controls provided us with a 
reasonable basis on which to rely in determining 
the nature and scope of our audit of the financial 
statements. 
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Other matters 
 
Statements of value added 
 
The parent company statements of value added of Banco BMG S.A. for the six-month period ended 
June 30, 2019, as well as the consolidated statement of value added of Banco BMG S.A. and its 
subsidiaries for the six-month period ended June 30, 2019, prepared under the responsibility of the Bank's 
management and presented as supplementary information for purposes of BACEN, were submitted to 
audit procedures executed in conjunction with the audit of the Bank's financial statements. The 
presentation of these statements is required by the Brazilian corporate legislation for listed companies. For 
the purposes of forming our opinion, we evaluated whether these statements are reconciled with the 
financial statements and accounting records, as applicable, and if their form and content are in accordance 
with the criteria defined in Technical Pronouncement CPC 09 - "Statement of Added Value". In our 
opinion, these statements of value added have been properly prepared, in all material respects, in 
accordance with the criteria established in the Technical Pronouncement and are consistent with the 
parent company and consolidated financial statements taken as a whole. 
 
Other information accompanying the parent company and consolidated financial 
statements and the auditor's report 
 
The Bank's management is responsible for the other information that comprises the Management Report. 
 
Our opinion on the parent company and consolidated financial statements does not cover the 
Management Report, and we do not express any form of audit conclusion thereon. 
 
In connection with the audit of the parent company and consolidated financial statements, our 
responsibility is to read the Management Report and, in doing so, consider whether this report is 
materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise 
appears to be materially misstated. If, based on the work we have performed, we conclude that there is a 
material misstatement in the Management Report, we are required to report that fact. We have nothing to 
report in this regard. 
 
Responsibilities of management and those charged with governance for the parent 
company and consolidated financial statements 
 
Management is responsible for the preparation and fair presentation of the parent company and 
consolidated financial statements in accordance with accounting practices adopted in Brazil applicable to 
institutions authorized to operate by BACEN, 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 parent company and consolidated financial statements, management is responsible for 
assessing the Bank'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 Bank or to cease operations, or has no realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the Bank's financial reporting process. 
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Auditor's responsibilities for the audit of the parent company and consolidated 
financial statements 
 
Our objectives are to obtain reasonable assurance about whether the parent company 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 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 parent company 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 internal control of the Bank and its subsidiaries. 

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

estimates and related disclosures made by management. 
 
• Conclude on the appropriateness of management's use of the going concern basis of accounting and, 

based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Bank'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 parent company 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 
Bank to cease to continue as a going concern. 

 
• Evaluate the overall presentation, structure and content of the parent company and consolidated 

financial statements, including the disclosures, and whether these financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation. 

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

business activities within the Group to express an opinion on the consolidated financial statements. We 
are responsible for the direction, supervision and performance of the Group audit. We remain solely 
responsible for our audit opinion. 

 
We communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that we identify during our audit. 
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We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, related 
safeguards. 
 
From the matters communicated with those charged with governance, we determine those matters that 
were of most significance in the audit of the financial statements of the current six-month period and are 
therefore the key audit matters. We describe these matters in our auditor's report unless law or regulation 
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that 
a matter should not be communicated in our report because the adverse consequences of doing so would 
reasonably be expected to outweigh the public interest benefits of such communication. 
 
São Paulo, August 8, 2019 
 
 
 
PricewaterhouseCoopers 
Auditores Independentes 
CRC 2SP000160/O-5 
 
 
 
Edison Arisa Pereira 
Contador CRC 1SP127241/O-0
 







Summary of the Audit Committee Report of Banco BMG  
CNPJ 61.186.680/0001-74 

1st half of 2019 

Pursuant to National Monetary Council Resolution no. 3.198/2004 and subsequent amendments, the Audit 
Committee's attributes consist of the review, prior to publication, of the half-yearly financial statements, 
including explanatory notes, management reports and the independent auditor's report, the evaluation of 
the efficiency and reliability of the Internal Controls and Risk Management System implemented by the 
Board of Executive Officers, assessment of the company's compliance and business operations with regard 
to the legal dispositions, regulations and policies of the Company, oversight of internal audit activities and 
monitoring of the outside audit, as well as recommending to the Board of Directors the nomination and 
dismissal of the external auditors. Its assessments are based on information received from management, 
external auditors, internal auditors, the Compliance and Internal Controls area, the Ombudsman, those 
responsible for risk management and controls and its own analysis based on direct observation and 
discussions in meetings. 

Activities Carried Out in the Period 

The Audit Committee held six (6) regular meetings in the first half of 2019, all called for in its work program. 
In addition, two meetings were held, on July 22 and August 6, 2019, for the final evaluation of the financial 
statements of the base date of June 6, 2019, among other items. We always count upon the presence of 
two members of the Board of Directors who also sit on the Audit Committee.  

Internal control systems and Risk Management 

In the first half of 2019, BMG continued to improve and update its rules and procedures and strengthen 
the Corporate Governance process. The Committee monitored the accounting, risk and capital 
management, Internal Controls and Compliance work, meeting the demands of the Central Bank of Brazil, 
the External Auditors, the Internal Audit and the Ombudsman, as well as examine internal and external 
frauds and fraud prevention. 

Based on this set of information and its own inquiries and meetings, the Audit Committee assesses BMG's 
Internal Controls as effective, understanding that the efforts made in recent semesters have effectively 
contributed to strengthening the governance process, by effective engagement at all levels of management.  

Internal Audit 

Besides discussing and approving the formulation of the work plans for the area, the Audit Committee 
received all the reports of the work conducted, monitoring the implementation of the action plans 
recommended, met with the area and positively evaluates its scope, quality and level of independence. 

No faults were identified referring to Internal Audit's work regarding compliance with legislation, regulations 
and internal rules that would be serious enough to put the Organization's business continuity in jeopardy. 

External Audit 

PricewaterhouseCoopers Auditores Independentes is the company responsible for auditing the BMG 
Financial Conglomerate's financial statements, and who must certify if they fairly present, in all material 
respects, its effective economic and financial position, pursuant to the accounting practices adopted in 
Brazil.

The Committee discussed the planning of its work and the main conclusions with the external auditors, 
considering them as appropriate, and there were no material facts that could compromise its independence. 

Ombudsman Office 

Financial Statements 



The Audit Committee analyzed the aspects involved in the preparation of the Financial Statements, 
Explanatory Notes, Financial Reports and the Management Report, with a base date of June 30, 2019, 
having also held a meeting with those responsible for preparing these documents and with the External 
Auditors, to obtain additional information and clarifications as deemed necessary. 

In addition, the accounting practices used by BMG in the preparation of the financial statements were 
analyzed and are in line with current legislation and regulations, adequately portraying the Institution's 
economic and financial situation. 

Conclusions

The Audit Committee did not receive in this period a record of any complaint referring to violation of rules, 
lack of controls, actions or omissions by Company's management to indicate the existence of fraud, failures 
or errors that could jeopardize the continuity or the integrity of its financial statements. 

Based on the considerations above, the Audit Committee, with due consideration to its responsibilities and 
the natural limitations of the scope of its activities, recommends to the Board the approval of the Financial 
Statements of the BMG Financial Group for the fiscal year ended June 30, 2019. 

São Paulo, August 8, 2019. 

   
                                                                                   Paulo Augusto de Andrade 

                                                                                             (Chairman and Expert Member) 
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BMG Bank (Cayman) Ltd. 

BMG Bank (Cayman) Ltd. 

Othres related-party 
Income receivable
BMG Leasing S.A. – Arrendamento Mercantil
Cifra S.A. Créd., Fin. Invest

Banco Cifra S.A. 
Banco BCV S.A.
Cifra S.A. Créd., Fin. Invest
Bmg Participações Em Negócios Ltda 

EGL – Empreendimentos Gerais Ltda. 

BMG Leasing S.A. – Arrendamento Mercantil 
Cifra S.A. Créd., Fin. Invest. 
EGL - Emprendimientos Gerais Ltda 
Help Franchising 
CB Intermediação de Negócios Ltda 
ME Promotora de Vendas Ltda 
BMG Soluções Eletrônicas S.A 
Bmg Participações Em Negócios Ltda 
Cmg Corretora De Seguros 
Granito Soluções em Pagamentos S.A. 

Banco BCV S.A.
Banco Cifra S.A.
BMG Leasing S.A. – Arrendamento Mercantil
Cifra S.A. Créd., Fin. Invest

EGL - Empreendimentos Gerais Ltda 
Help Franchising 
ME Promotora de Vendas Ltda 
CB Intermediação de Negócios Ltda 
BMG Soluções Eletrônicas S.A 
Bmg Participações Em Negócios Ltda 
Cmg Corretora De Seguros 

Banco BCV S.A.
Cifra S.A. Créd., Fin. Invest
EGL – Empreendimentos Gerais Ltda. 
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