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Goodbye 2020, Hello 2021 

 

102% Revenue Growth (4Q20 YoY) 

Positive EBITDA  

Contract backlog R$ 167 million 

Net Profit R$ 20,5 million (FY 2020) 

Cash R$ 21 million 

R$ 95 million reduction of restructured liabilities (4Q20) 

 

Yes, that's Lupatech's balance sheet.  

 

2020 was a year of enormous challenges, from which we came out stronger, fortunately. It is a 

year to be remembered for its adversity, but for the Lupatech community it will also be a year 

remembered for our important advances. 

 

We started the year with good business results, the net revenue of 1Q20 was 53% higher than that 

of the previous quarter, fruit of the success of our strategies and efforts. 

 

But in mid-March, we began to feel the effects of the Pandemic. Quotations and orders plummeted 

brutally, various problems in the supply chain made it difficult to purchase raw materials and 

deliver products to customers. Financial losses and a huge impact on the company's ability to 

finance its working capital. Sales collapsed in 2Q20. 

 

Hercules must have been a happy man, as he had only 12 jobs and did not have to make them 

from his home-office. 

 

The Lupatech team was committed to overcoming the challenges, and the momentum gained 

catapulted us beyond the crisis. Even with all the operational difficulties and restrictions, in 3Q20 

we were able to recover the sales levels of the 1Q20 and closed the 4Q20 with sales 29% higher 

than the 3Q20 and 102% higher than those of 4Q19. 

 

But it wasn't just in the year's sales that success was notorious. Just as important, were the seeds 

planted for future harvest. Throughout 2020 we captured a series of relevant supply contracts for 

valves and anchoring ropes with Petrobras. We had ended 2019 with R$ 16 million of orders in 

our backlog and without any contracts. 2020 ended with R$ 22 million of firm orders and R$ 145 

million in contracts. As a reference, this backlog is equivalent to 3 times the net revenue for 2020.  

 

The growth in revenue geared our results. The gross margin of Products went from 10.8% in 2019 

to 23.1% in 2020. It is important to mention that in 2020 our margins, although much better, were 

punctually affected by cost inflation caused by the exchange rate devaluation and operational 

difficulties imposed by Covid-19. Contractual inflation adjustments to Petrobras contracts should 

contribute to the future recovery of margins. The adjustments corresponding to valve contracts, 

whose balance amounts to R$ 59 million, will have an average price adjustment of 24%, effective 

from March 2021. The ropes contract will also have a price adjustment, but the percentage was 

not yet available on the date of publication of this report. 

 

Message from the Administration 

Message from the Administration 

Message from the Administration 

 



 

Still with regard to profitability, very relevant to observe the performance measured by EBITDA. 

Adjusted EBITDA in the Products segment started the year positive, suffered from the pandemic, 

and finally, driven by revenue growth, ended again positive in 4Q20 at R$2.2 million and a margin 

of 11.8%. This result was sufficient to ensure that the company also had a positive result as a 

whole. The Company has not achieved a quarter of positive EBITDA since 2016. 

 

In 2020 we also recorded important advances on the equity front. Part of our challenge has been 

the recovery of the company's contingent assets. During the course of the year we managed to 

monetize almost R$ 30 million in tax credits from our controlled entities, which came to 

strengthen the consolidated cash. There still remain about R$ 9 million in similar credits whose 

restitution in cash we continue chasing. 

 

We won an arbitration procedure against of Cordoaria São Leopoldo, seller of anchoring ropes 

operations, whose accumulated debt with the company has already accumulated to about R$ 20 

million and is the subject of judicial measures for collection. More recently, already in 2021, we 

obtained a substantially favorable verdict in another arbitration, this one filed against GP 

Investiments, San Antonio International and other vehicles, whose value still pends court 

calculations. 

 

Due to the adversities brought by Covid-19, we were obliged to summon creditors to a new 

assembly, where we proposed changes to the judicial recovery plan to reestablish its original 

balance. The company's claims got broad support from creditors, who supported the 

administration by approving by a large majority: (a) the deferral of payments of class III credits 

to address the immediate impact of the pandemic, (b) the adjustment of the payment method of 

creditors in foreign currency, in view of the maxi devaluation of the Real, and (c) adjustments to 

the form of payment of class I credits. The plan’s ammendment, approved at the end of 2020, had 

significant effects on the company's balance sheet, and was mainly reflected in the calculation of 

judicial recovery debt (R$ 236 was adjusted to R$ 162 million at present value) and the probable 

labor contingencies (from R$ 44 went down to R$ 23 million). 

 

 

Energy Transition x Ropes and Composites 

 

It is said in our industry: "where there are fluids there are valves". And as the fossil energy 

industry moves fluids, it is globally the major consumer of valves. International estimates indicate 

that it consumes more than 60% of the valves produced in the world. And this proportion is not 

much different in the commercial scope of Lupatech. 

 

Brazil is today the great frontier of offshore oil exploration and production, attracting about 70% 

of the expenditure of the offshore industry. And it is also a boiling market for gas, produced in 

increasing volumes. The investments that will take place here are likely to ensure a lot of demand 

for local manufacturers. As noted, Lupatech is well positioned to benefit from this phase, which 

today is a tangible reality. 

 

While consolidating the resumption of the valve business, we have a lot of work to do in the 

Ropes and Composites business. This is the business with the best prospects of leveraging 

opportunities for a world in Energy Transition. 

 

The Ropes and Composites businesses did not make revenues in 2020, but were not inert. Not at 

all. 

We strengthened Lupatech Ropes' technical team and completed a major maintenance and 

improvement plan to prepare the plant for the resumption of the offshore industry and for the 



 

fulfillment of the contract signed with Petrobras. Among the improvements, we have several 

measures aimed at increasing productivity and equipment capacity, which should allow the 

increase of total production capacity and potential revenue. 

 

At the end of 2020, Lupatech Fiberware positioned itself to resume supplies of liners for oil 

production pipes. Supplies have already started in 2021. The volumes are modest in view of the 

transition which the onshore exploration industry goes through due to the privatisations. 

 

Recently we have completed the development of a new product – poles of fiberglass reinforced 

plastic. Adaptations at the Feliz-RS plant are ongoing and should be completed early 2021, when 

we shall submit it for certification from potential customers. Initially the focus will be on the 

energy distribution market, but later they can be addressed to the transmission and public lighting 

markets. It is a new product for a market that is still young and growing, but no less promising.  

 

The electricity sector is expected to soon offer interesting opportunities for Lupatech Ropes as 

well. Offshore wind farms are already a reality, and the industry's prognosis is that they gradually 

move into deeper waters, where winds are more productive. Deeper waters require floating 

equipment anchored with flexible lines, rather than rigid structures fixed to the seabed. It is an 

opportunity of great potential and one that is not in the very distant future. 

 

 

Judicial Recovery and Restructuring 

 

As described, in 2020 we had significant advances in the restructuring of the company. But there 

were directions we couldn't advance much. 

 

The divestment of assets, for example, was practically paralyzed in the period. We estimate that 

between US$ 5 million and US$ 7 million of assets remains to be monetized. Only recently, in 

2021, with the increase in the price of oil, demand for these assets was resumed and negotiations 

began. 

 

There are R$ 9 million tax credits still to be monetized and we are currently pursuing the 

homologation of credits from the  PIS and COFINS on ICMS cause to enable offsetting of future 

taxes. We have R$ 29.8 million of credits from decisions res judicata. Enabling these credits will 

contribute to the preservation of cash, especially as sales volumes rise. 

 

We are taking final steps to obtain the certificates of fiscal regularity, from which we are exempted 

by the protection conferred by law 11.101.  

 

Also in place are the necessary steps to recognize the judicial recovery plan added in Chapter 15 

in the U.S. From this, it will be possible to exchange the Notes of issuance of Lupatech Finance 

for new instruments aligned with the conditions agreed in RJ.  

 

In the same direction, the company is issuing subscription warrants, aiming at the complying with 

the adjusted terms of the judicial recovery plan, which require a larger number of securities than 

those of the previous issue. 

 

The three above measures are relevant and may require reliefs from the judicial recovery court, 

therefore they precede any request for the termination of the proceedings.  

 

Rafael Gorenstein 

Chief Executive Officer and Investor Relations Officer 



 

 

 

 

Net Revenue 

 

 
 

For comparison purposes, as from 1Q20, we changed the composition of the Products business 

segment: 

 

­ Valves: encompasses the Industrial Valves and Oil and Gas Valves businesses, as well as 

other similar equipment such as filters, joints and connections, cast-and / or machined 

metal-mechanical components for third parties and tooling for oil wells. 
 

­ Ropes and Composites: includes products made from advanced materials such as high-

strength synthetic fibers and composites, and associated services. The main product is 

high resistance polyester fiber ropes used in offshore applications, mainly anchoring oil 

platforms in deep waters. We also manufacture artifacts from composite materials of 

plastic resins and fibers (glass, carbon, aramid), mainly tubular elements.  
 

Valves 

 

We had an increase in sales of 30% in the comparison between 4Q20 and 3Q20 and an increase 

of 69% in the interannual comparison. These results reflect the resumption of the Company's 

volumes and the success of its growth efforts undertaken in the period. 

 

Ropes and Composites  

 

The revenues presented result from the sale of waste and inventories, as the plants did not operate 

in the compared periods. 

 

Serviçes 

 

The revenues that make up this segment are derived from the settlement of inventory balances, 

not referring to regular operations. 

 

Order Backlog 

 

As of December 31, 2020, the Company's order backlog and contracts with an obligation to 

purchase (“Order Backlog”) in Brazil totaled R$ 22 million. On the same date, the Company had 

a balance in supply contracts with no purchase obligation in the amount of R$ 145 million 

(nominal value, without inflation adjustments). Expired bids for which the respective orders have 

not been issued are not included in this figure. 
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esempenho Econômico-Financeiro 

 



 

Gross Profit and Gross Margin 

 

 
 

Products 

 

When comparing 4Q20 compared to 3Q20 and 2020 with 2019, there is an improvement in gross 

margins (with and without depreciation), as a result of the Company's progressive efforts to 

improve sales profitability. 

 

Depreciation expense has a large weight on our margins, due to the high fixed assets in a scenario 

of low activity level. Excluding the depreciation that does not matter in the disbursement of cash 

the margin in 4Q20 compared to 3Q20 increased by 4 percentage points. In the interannual 

comparison, the increase was 1 percentage point. 

 

Services 

 

The service segment margins do not come from productive activities, only from the sale of 

remaining stocks. 

 

Expenses 

 

 
 

Selling Expenses 

 

In the comparison of 4Q20 versus 3Q20, in the Valve Segment the variation is justified due to the 

recovery of credits in the amount of R$ 598. In the year-over-year comparison, expenses increased 

in line with revenue growth. 

 

The amount recorded in 2019 in the Services Segment refers to the estimate of losses on customer 

credits. In 2020, we did not have accounting records of this nature. 

 

 

 



 

Administrative Expenses 

 

When comparing 4Q20 versus 3Q20, the variation is due to the exceptional expense of legal fees 

successfully in 4Q20 and legal expenses related to the judicial reorganization process. Comparing 

2020 with 2019, the increase is explained substantially for the same reason. 

 

Management Compensation 

 

In the comparison of 4Q20 compared to 3Q20, the variation is justified by the recording of 

provisions related to estimates for variable compensation in the amount of R$ 2.4 million, whose 

confirmation and credit in favor of the beneficiaries depends on future approval by the Board of 

Directors . 

 

In the annual comparison, the increase is due to the variable remuneration in 1Q20. 

 

Other Revenues and Operational (Expenses) 

 

 
  
In 4Q20, the following factors stand out: 

 

(i) R$ 3.5 million in expenses with production idleness; 

 

(ii) R$ 23.3 million reduction due to updates to contingent processes according to the 

analysis of legal advisors;  

 

(iii) R$ 60.6 million corresponding to the positive net effect of the impairment 

adjustments and the result of the sale of the assets, mainly due to the properties 

transferred to the company Ilno Administradora de Bens e Direitos Ltda and Ciaval 

II Administração de Bens e Direitos SPE S.A; 

 

(iv) R$ 8.6 million of impairment recognition on judicial deposits; 

 

(v) R$ 8.0 million related to the loss of amounts receivable from the company Unifit - 

Unidade de Fios Industriais de Timbaúba Ltda. 

 

(vi) R$ 5.1 million expense with tax credits without recoverability and write-off of 

advances to suppliers. 

 

 

 

 

 

 

 

 

 



 

Financial Result 

 

 
 

Financial Revenue 

 

The variation in Financial Revenue in the comparison of 4Q20 versus 3Q20 is mainly due to the 

accounting for revenue from Adjustment at Fair Value and Adjustment to Present Value due to 

the Amendment to the Judicial Recovery Plan approved on November 26, 2020. When comparing 

2020 with 2019, the increase is explained substantially for the same reason. 

 

Financial Expenses 

 

When comparing 4Q20 versus 3Q20, financial expenses decreased due to the reduction in 

expenses for updating interest on suppliers and Judicial Recovery loans and financing. 

 

Comparing the 2020 result with 2019, financial expenses decreased, mainly due to: (i) updating 

of fines and late payment interest on tax debts, (ii) recognition of the adjustment to present value 

of the debt subject to Judicial Recovery and (iii) reduction of expense for updating interest on 

suppliers and loans under Judicial Recovery. 

 

Net Exchange Variation  

In 4Q20, the significant amount of the net exchange variation arises from the effects of the 

amendment to the judicial recovery plan approved by the court on November 26, 2020. 

 

Comparing the year of 2020 with 2019, the Net Exchange Variation resulted in expenses, due to 

the appreciation of the dollar. Note that, while the exchange rate variation on the company's 

liabilities with its foreign subsidiaries affects the results, the exchange rate variations on the equity 

of the respective subsidiaries abroad have a counterpart directly in the Shareholders' Equity. 

 

 

 

 

 

 

 



 

Adjusted EBITDA from Operations 

  
 obs: valores de Serviços líquidos de participações minoritárias 

 

Adjusted EBITDA for Products in 4Q20 increased compared to 3Q20 mainly due to the higher 

sales volume. In the comparison between 2020 and 2019 there was also an improvement in sales 

performance and also in the expansion of margins. This EBITDA, which had a significant 

increase, was sufficient to cover losses in Services, resulting in a positive result for the Company 

as a whole, the first positive result since 2016.   

 

 

 

In 2020, Adjusted EBITDA had a significant expansion compared to 2019. Losses were 

concentrated in 2Q20 and 3Q20, when the effects of the Pandemic were felt most strongly. 

 

Non-recurring expenses in 4Q20 refer mainly to provisions for losses due to the non-

recoverability of assets (impairment), updating of contingent processes and extraordinary 

expenses related to judicial recovery. 

 

 

 

 

 

 

 



 

Net Result 

 

 
 

The positive result for 4Q20 of R$ 137.4 million, in addition to current revenues and expenses, 

contributed: (i) R$ 45.5 of positive exchange rate variation due to the effects of conversion into 

subscription bonus of part of the Company's debt in currency foreign, according to the amendment 

to the plan ratified in court on November 26, 2020; (ii) R$ 40.1 of adjustment to fair value due to 

the approval of the amendment to the Judicial Recovery Plan; (iii) R$ 23.3 million reduction in 

civil, tax and labor contingencies (iv) R$ 52 million corresponding to the positive net effect of 

the impairment adjustments and the result of the sale of assets, mainly due to the properties 

transferred to the company Ilno Administradora de Bens e Direitos Ltda and Ciaval II 

Administration of Goods and Rights SPE SA; (v) R$ 8.0 million related to the loss of amounts 

receivable from the company Unifit - Unidade de Fios Industriais de Timbaúba Ltda; (vi) R$ 3.5 

million in expenses with production idleness; and (vii) R$ 5.1 million in expenses with tax credits 

without recoverability and write-off of advances to suppliers. 

 

Working Capital 

 

 
 

In the comparison of 2020 with 2019, we noticed a reduction in working capital employed. This 

reduction is mainly due to the taxes to be recovered due to the successful application for the refund 

of IRPJ and CSLL with the Federal Revenue of Brazil, in April and October 2020. 

 

Cash and cash equivalentes 

 

 
 

The increase in 2020 x 2019, refers to the monetization of credits that occurred during 2020 (Note 

1.1). 

 

 

 



 

Indebtedness 

  
 

The reduction of the debt of 2020 compared to 2019, mainly refers to the updating of the Judicial 

Recovery debt in both the short and long term, due to the amendment to the Plan approved on 

November 26, 2020. 

 

Investments 

 

 
 

The variation shown in the investment balance refers to the effect of the exchange variation on 

the fixed assets of the foreign subsidiaries and the properties transferred to the subsidiary Ilno 

Administradora de Bens e Direitos Ltda.  

 

Discontinued operations: 

 

On September 12, 2019, the entities that comprised the Oilfield Services Colombia division 

ceased to be part of the society. For analysis purposes, all the results obtained by it previously are 

no longer included in this report. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

Annex I - Income Statements (R$ Thousand) 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Annexes 

 



 

Annex II - Reconciliation of EBITDA Adjusted (R$ Thousand)  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Annex III - Consolidated Balance Sheets (R$ Thousand) 

 

 
 
 
 
 
  



 

Annex IV – Statements of the Consolidated Cash Flow (R$ Thousand) 
   

 
 

 

 

  

 

 

 

 

 

 

 

 

 

 



 

 

 

 

Lupatech S.A. - In Judicial Recovery is a Brazilian company of products and services of high 

added value focusing the oil and gas sector. The businesses are organized in two segments: 

Products and Services. The Products Segment offers, mainly for the oil and gas sector, valves, 

anchoring cables for production platforms, industrial valves and equipment for well completion 

and pipe coating, as well as a relevant participation in the gas compressor segment company 

natural vehicle. The Service Segment offers services, workover, well intervention, inspection and 

repair. 

 

  

 

  

About Lupatech – In Judicial Recovery 


