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1.1 Declaration and Identification of the persons responsible for the information provided herein 
 

Name of the person responsible for the 
content of the form 

Ricardo Florence dos Santos 

Position  
 Investor Relations Officer 
Name of the person responsible for the 
content of the form 

Sergio Agapito Lires Rial 

Position Chief Executive Officer 

 

The above Officers declare that:   

a. they have reviewed this reference form; 

b. all the information contained herein is in compliance with CVM Instruction 480, particularly articles 
14 to 19; 

c. said information gives a true, accurate and complete picture of the Corporation's economic and 
financial situation and the risks inherent to its activities and its securities. 
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2.1/2.2 Identification and remuneration of independent auditors 

 

Has an auditor? YES 

CVM code 418-9 

Type of auditor Brazilian 

Name/Company Name KPMG AUDITORES INDEPENDENTES 

Individual Taxpayer Id. (CPF) or 
Corporate Taxpayer Id. (CNPJ) 

57.755.217/0001-29 

Services provided during 1/1/2007 to 4/29/2012 

Description of service 

Between January 1, 2007 and November 1, 2011, the Corporationôs independent auditors were BDO Auditores Independentes. On April 4, 
2011, BDO Auditores Independentes became a part of the KPMG group of companies in Brazil, to be known as KPMG Auditores Associados 
and merged with KPMG Auditores Independentes on December 2, 2011. Hence, it is not possible to assign the information related to this 
audit firm in the system because its corporate taxpayers identification number (CNPJ) - 53.803.244/0001-06 ï was cancelled. The following 
services were provided during this period: (i) audit of financial statements and limited reviews and (ii) tax reviews.  

KPMG Auditores Independentes provided the following services until April 2012 (i) audit of financial statements and limited reviews, (ii) tax 
review (DIPJ), (iii) issue of comfort letter regarding the prospectus for the issue of senior notes abroad, and (iv) review of responses to letters 
received from the Securities and Exchange Commission of Brazil (CVM). 

Total remuneration paid to the 
independent auditors, broken down 
by type of service 

BDO Auditores Independentes: total fees of R$1,140,210.00, of which (i) R$789,710.00 for auditing the financial statements, and (ii) limited 
reviews; and (ii) R$350,500.00 for tax reviews. 

KPMG Auditores Independentes: total fees of R$6,644,397.00, of which: (i) R$4,109,293.00 for auditing the financial statements and limited 
reviews; (ii) R$119,488.00 for tax review (DIPJ); (iii) R$460,641.00 for the issue of comfort letter relating to the prospectus for the senior notes 
issued abroad; (iv) R$633,975.00 for reviewing the replies to letters received from the CVM; and (v) R$1,321,000.00 for auditing the 
information to related to the share issue in the fourth quarter of 2012. 

Reason for replacement Merger of BDO Auditores Independentes with KPMG Auditores Independentes 

Reason given by the auditor if in 
disagreement with the justification 
of the issuer 

Not applicable 

Name of person responsible Period of services Individual Taxpayer ID 
(CPF) 

Address 

José Luiz de Souza Gurgel 12/2/2011 to 4/29/2012 918.587.207-53 
R. Dr. Renato Paes de Barros, n° 33, 17° andar, Itaim Bibi, São Paulo, Brasil, CEP 
04530-904, Telephone (55 11) 2183-3000, Fax (55 11) 2183-3001, e-mail: 
jgurgel@kpmg.com.br 

José Luiz Sanches 1/1/2007 to 11/1/2011 065.351.898-64 

Rua Bernardino de Campos, 1.001, 4º andar Ribeirão Preto, SP, Brasil,  
CEP 14015-130 

Telephone (55 16) 3632-9300, Fax (55 16) 3632-4353, e-mail: 
ribeirao.preto@bdobrazil.com.br 
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Has an auditor? YES 

CVM code 1032-4 

Type of auditor Brazilian 

Name BDO RCS Auditores Independentes SS 

Individual Taxpayer Registry (CPF) 
or Corporate Taxpayer ID (CNPJ) 

54.276.936/0001-79 

Services provided during 4/30/2012 to 12/31/2015 

Description of service 

BDO RCS Auditores Independentes provides independent audit services to the Corporation (limited quarterly reviews and annual audit). 

BDO RCS Auditores Independentes also issued a report on the financial statements prepared again for fiscal year 2011 comparable to 2010, 
and the 1st and 2nd Quarterly Information Statements (ITR)/2012, in compliance with the republication determined by CVM Letter 329/2012. 
These financial instruments replace the financial statements of 2011 and 2010, earlier prepared by the Corporation and audited by KPMG 
Auditores Independentes. 

Total remuneration paid to the 
independent auditors, broken down 
by type of service 

In 2013, BDO RCS Auditores Independentes received the amount of R$3,041,087.00, of which: (i) R$1,095,274.00 as fees for independent 
audit services (limited quarterly reviews and annual audit, corresponding to the audit of financial statements; (ii) R$1,149,425.00 for auditing 
the resubmitted financial statements (2012); (iii) R$547,345.00 for auditing the issue of senior notes abroad, R$224,412.00 for tax revision 
services; and (iv) R$24,631.00 for other services. 

Reason for replacement In compliance with the mandatory rotation of independent auditors, pursuant to CVM Instruction 308/99. 

Reason given by the auditor if in 
disagreement with the justification 
of the issuer 

Not applicable 

Name of person responsible Period of services 
Individual 
Taxpayer ID 
(CPF) 

Address 

Esmir de Oliveira 1/1/2014 464.699.408-97 Rua Major Quedinho, 90, Consolação, São Paulo, SP, Brasil, CEP 01050-
030, Telephone (55 11) 38485880, Fax (55 11) 30457363, e-mail: 
esmir.oliveira@bdobrazil.com.br 

Jairo da Rocha Soares 5/1/2012 to 12/31/2013 880.740.218-15 Rua Major Quedinho, 90, Consolação, São Paulo, SP, Brasil, CEP 01050-
030, Telephone (55 11) 38485880, Fax (55 11) 30457363, e-mail: 
jairo.soares@bdobrazil.com.br 
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2.3 Other material information 
 
The Corporationôs subsidiaries abroad are audited by BDO Internacional. The fees for the independent 

audit of the financial statements for fiscal year 2013 totaled US$1.75 million. 

The hiring of independent auditors for external audit is always approved by the Board of Directors and 

duly endorsed by the Fiscal Council. 
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3.1 Financial Information ï Consolidated 
 

 

Brazilian real (R$) Fiscal year (12/31/2013) Fiscal year (12/31/2012) Fiscal year (12/31/2011) 

Shareholdersô equity   4,305,092,000.00 3,419,214,000.00 

Total assets   25,589,454,000.00 23,823,441,000.00 

Net revenue/Interest 
revenue/Insurance prem. earned  16,516,366,000.00 21,014,111,000.00  

Gross income  2,361,961,000.00 2,981,795,000.00 

Net income (loss)  -233,231,000.00 -746,683,000.00 

Number of shares (excluding 
treasury stock) ï units  476,306,701 345,651,356 

Book value per share (R$/unit)  9.038487 9.892089 

Earnings (loss) per share (R$ per 
share)  -0.489666 -2.160220 
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3.2 Non-accounting measures 
 

a. Inform the value of non-accounting measurements 
 

 
2013 

Reclassified 
2012 

2012 2011 2010 

EBITDA (R$ thousand) 2,373,777 2,134,038 2,134,038 1,773,804 1,502,466 

EBITDA Margin 9.54% 8.87% 8.87% 8.11% 9.46% 

 
b. make conciliations between the reported values and the audited financial statements  
 

 
2013 

Reclassified 
2012 

2012 2011 2010 

Net income (loss) 
(913,593) (223,902) (233,231) (746,683) 140,092 

Net financial income (loss) 2,712,6
37 

2,076,569 2,076,569 2,308,926 1,147,242 

Taxes 
(294,097) (523,760) (523,760) (529,967) (411,592) 

Depreciation and Amortization 843,281 815,129 815,129 741,528 626,724 

Income from unconsolidated operations 
25,549 (9,998) (669) - - 

EBITDA 2,373,7
77 

2,134,038 2,134,038 1,773,804 1,502,466 
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3.3 Events subsequent to the last financial statements 
 
Events subsequent to the financial statements as of December 31, 2013: 
 

On January 3, 2014, the Marfrig Group announced to its investors and the market that it had revised its 

Free Cash Flow guidance for 2014, from the range of negative R$150 million to breakeven, to the range 

of breakeven to positive R$100 million. The change in the 2014 guidance reflects the new schedule of 

interest payments to debenture holders, which was modified due to the 5th Issue of Convertible 

Debentures of the Corporation. 

On January 22, 2014, the Extraordinary Shareholdersô Meeting discussed and voted on the 5th Issue of 

Unsecured Convertible Debentures in a single series, by the Corporation, in the total amount of up to two 

billion, one hundred fifty million reais (R$2,150,000,000.00), for private placement with no efforts to sell to 

investors, with no need for registration with the Securities and Exchange Commission of Brazil. The 

Maturity Date is thirty-six (36) months from the issue date of 1/25/2014, and the Par Value of the 

Debentures will be entitled to, as from the issue date, interest at the rate of one hundred percent (100%) 

of the accumulated variation of the average daily rates of Interbank Deposits for one day, expressed as a 

percentage per year of two hundred fifty-two (252) business days, calculated and disclosed on a daily 

basis by CETIP S.A., plus a spread of one percent (1%) p.a.  The Payment Dates will be January 25, 

2015, January 5, 2016, with the last payment date coinciding with the Maturity Date on January 25, 2017.  

The proceeds will be used to redeem the debentures of the 2nd Issue of Convertible Debentures of the 

Corporation. 

The Extraordinary Shareholdersô Meeting held on January 22, 2014 also deliberated on the amendment 

to the Bylaws of the Corporation to change its name from Marfrig Alimentos S.A. to Marfrig Global Foods 

S.A., update the capital stock and the number of shares issued by the Company, in accordance with the 

resolutions on the capital increase within the authorized capital, made by the Board of Directors at the 

meetings held on December 4, 10, 18 and 21, 2012 and February 5, 2013, in addition to amending rules 

established by the Management providing for the Corporation to be legally represented by two executive 

officers, one of them being the Chief Executive Officer, Legal Officer or Chief Financial Officer, 

necessarily with another Officer with no Specific Designation, whereas the Investor Relations Officer can 

individually represent the Corporation exclusively on matters related to his scope of authority. The 

position of Chief Operating Officer was eliminated and the position of General Counsel was created. 

On January 23, the new Executive Board of the Corporation took office after being elected in a Meeting of 

the Board of Directors held on January 7, 2014, comprising the following members: a) Mr. SERGIO 

AGAPITO LIRES RIAL, the Chief Executive Officer; b) Mr. RICARDO FLORENCE DOS SANTOS, the 

Chief Financial and Investor Relations Officer; c) Mr. HERALDO GERES, the General Counsel; d) Mr. 

TANG DAVID, Officer with no Specific Designation; and e) Mr. RODRIGO MARÇAL FILHO, Officer with 

no Specific Designation. 

On April 17, 2014, the Annual Shareholders' Meeting nominated and elected the following members to 

the Fiscal Council of the Corporation: Eduardo Augusto Rocha Pocetti, Roberto Lamb and Axel Erhard 

Brod.  The following were elected as alternate members: Peter Vaz da Fonseca, Carlos Roberto de 

Albuquerque Sá and Christiano Ernesto Burmeister. 
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3.4 Income allocation policy 
 

 2013 2012 2011 

Rules on 

retention of 

earnings 

According to Article 28 of the Corporationôs Bylaws, 

the net income in the fiscal year must be allocated 

as follows: (a) 5% to form the legal reserve, up to 

the limit of 20% of the subscribed capital; (b) 

payment of the minimum mandatory dividend, in 

accordance with Article 29 of the Corporationôs 

Bylaws and applicable legislation; (c) constitution of 

the profit reserve and the distribution of dividends 

beyond the mandatory dividends, in accordance 

with the Brazilian Law of Corporations. The 

shareholders are entitled to receive for each fiscal 

year as dividends a minimum mandatory 

percentage of 25% of the net income in the fiscal 

year, with the following adjustments: I. deduct from 

the amounts allocated in the fiscal year, the legal 

reserve and contingency reserve; and II. add the 

amounts resulting from the reversal, in the fiscal 

year, of the contingency reserve previously 

constituted. Whenever the amount of the 

mandatory minimum dividend exceeds the realized 

portion of net income in the fiscal year, 

management may propose, and the Shareholdersô 

Meeting approve, the destination of the surplus to 

the constitution of the unrealized profits reserve 

(Article 197 of Brazilian Law of Corporations). 

The Board of Directors is responsible for approving 

the proposal by the Board of Executive Officers for 

payment or credit of interest on equity, subject to 

approval at the Annual Shareholdersô Meeting that 

will approve the financial statements related to the 

fiscal year in which such interest on equity was paid 

or credited, and the corresponding amounts 

recorded towards the mandatory dividend. 

The annual payment of dividends, including 

payments of dividends beyond the minimum 

mandatory amount, requires approval at the Annual 

Shareholdersô Meeting by a majority vote of 

Marfrigôs shareholders and will depend on various 

According to Article 28 of the Corporationôs Bylaws, 

the net income in the fiscal year must be allocated 

as follows: (a) 5% to form the legal reserve, up to 

the limit of 20% of the subscribed capital; (b) 

payment of the minimum mandatory dividend, in 

accordance with Article 29 of the Corporationôs 

Bylaws and applicable legislation; (c) constitution of 

the profit reserve and the distribution of dividends 

beyond the mandatory dividends, in accordance 

with the Brazilian Law of Corporations. The 

shareholders are entitled to receive for each fiscal 

year as dividends a minimum mandatory 

percentage of 25% of the net income in the fiscal 

year, with the following adjustments: I. deduct from 

the amounts allocated in the fiscal year, the legal 

reserve and contingency reserve; and II. add the 

amounts resulting from the reversal, in the fiscal 

year, of the contingency reserve previously 

constituted. Whenever the amount of the 

mandatory minimum dividend exceeds the realized 

portion of net income in the fiscal year, 

management may propose, and the Shareholdersô 

Meeting approve, the destination of the surplus to 

the constitution of the unrealized profits reserve 

(Article 197 of Brazilian Law of Corporations). 

The Board of Directors is responsible for approving 

the proposal by the Board of Executive Officers for 

payment or credit of interest on equity, subject to 

approval at the Annual Shareholdersô Meeting that 

will approve the financial statements related to the 

fiscal year in which such interest on equity was paid 

or credited, and the corresponding amounts 

recorded towards the mandatory dividend. 

The annual payment of dividends, including 

payments of dividends beyond the minimum 

mandatory amount, requires approval at the Annual 

Shareholdersô Meeting by a majority vote of 

Marfrigôs shareholders and will depend on various 

According to Article 28 of the Corporationôs Bylaws, 

the net income in the fiscal year must be allocated 

as follows: (a) 5% to form the legal reserve, up to 

the limit of 20% of the subscribed capital; (b) 

payment of the minimum mandatory dividend, in 

accordance with Article 29 of the Corporationôs 

Bylaws and applicable legislation; (c) constitution of 

the profit reserve and the distribution of dividends 

beyond the mandatory dividends, in accordance 

with the Brazilian Law of Corporations. The 

shareholders are entitled to receive for each fiscal 

year as dividends a minimum mandatory 

percentage of 25% of the net income in the fiscal 

year, with the following adjustments: I. deduct from 

the amounts allocated in the fiscal year, the legal 

reserve and contingency reserve; and II. add the 

amounts resulting from the reversal, in the fiscal 

year, of the contingency reserve previously 

constituted. Whenever the amount of the 

mandatory minimum dividend exceeds the realized 

portion of net income in the fiscal year, 

management may propose, and the Shareholdersô 

Meeting approve, the destination of the surplus to 

the constitution of the unrealized profits reserve 

(Article 197 of Brazilian Law of Corporations). 

The Board of Directors is responsible for approving 

the proposal by the Board of Executive Officers for 

payment or credit of interest on equity, subject to 

approval at the Annual Shareholdersô Meeting that 

will approve the financial statements related to the 

fiscal year in which such interest on equity was paid 

or credited, and the corresponding amounts 

recorded towards the mandatory dividend. 

The annual payment of dividends, including 

payments of dividends beyond the minimum 

mandatory amount, requires approval at the Annual 

Shareholdersô Meeting by a majority vote of 

Marfrigôs shareholders and will depend on various 
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 2013 2012 2011 

factors. These factors include the operating result, 

financial position, cash needs and future prospects 

of the Corporation, and any other factors that the 

Board of Directors and the shareholders of Marfrig 

deem relevant. As per the applicable laws, the 

shareholdersô meeting may, by proposal of the 

management bodies, decide to retain a portion of 

the net income as provided for in the capital budget 

previously approved thereby. 

The Shareholdersô Meeting may approve the 

retention of a portion of the net income as provided 

for in the capital budget previously approved 

thereby, pursuant to Article 196 of the Brazilian Law 

of Corporations. 

factors. These factors include the operating result, 

financial position, cash needs and future prospects 

of the Corporation, and any other factors that the 

Board of Directors and the shareholders of Marfrig 

deem relevant. As per the applicable laws, the 

shareholdersô meeting may, by proposal of the 

management bodies, decide to retain a portion of 

the net income as provided for in the capital budget 

previously approved thereby. 

The Shareholdersô Meeting may approve the 

retention of a portion of the net income as provided 

for in the capital budget previously approved 

thereby, pursuant to Article 196 of the Brazilian Law 

of Corporations. 

factors. These factors include the operating result, 

financial position, cash needs and future prospects 

of the Corporation, and any other factors that the 

Board of Directors and the shareholders of Marfrig 

deem relevant. As per the applicable laws, the 

shareholdersô meeting may, by proposal of the 

management bodies, decide to retain a portion of 

the net income as provided for in the capital budget 

previously approved thereby. 

The Shareholdersô Meeting may approve the 

retention of a portion of the net income as provided 

for in the capital budget previously approved 

thereby, pursuant to Article 196 of the Brazilian Law 

of Corporations. 

Amount of 

retained 

earnings 

There was no retention of earnings. There was no retention of earnings. There was no retention of earnings. 

Rules on 

distribution of 

dividends 

As envisaged in the Bylaws, shareholders are 

entitled to dividends and/or interest on equity that 

combined amount to a minimum of 25% of the 

Corporationôs net income for the year, adjusted as 

follows: i) deduct from the amounts allocated in the 

fiscal year, the legal reserve and contingency 

reserve; and ii) add the amounts resulting from the 

reversal, in the fiscal year, of the contingency 

reserve previously constituted.  

Whenever the amount of minimum mandatory 

dividends surpasses the portion of realized net 

income in the year, the management may propose, 

subject to approval at the Shareholdersô Meeting, 

the allocation of the excess amount to the 

unearned profit reserve (Article 197 of Brazilian 

Law of Corporations). 

As envisaged in the Bylaws, shareholders are 

entitled to dividends and/or interest on equity that 

combined amount to a minimum of 25% of the 

Corporationôs net income for the year, adjusted as 

follows: i) deduct from the amounts allocated in the 

fiscal year, the legal reserve and contingency 

reserve; and ii) add the amounts resulting from the 

reversal, in the fiscal year, of the contingency 

reserve previously constituted.  

Whenever the amount of minimum mandatory 

dividends surpasses the portion of realized net 

income in the year, the management may propose, 

subject to approval at the Shareholdersô Meeting, 

the allocation of the excess amount to the 

unearned profit reserve (Article 197 of Brazilian 

Law of Corporations). 

As envisaged in the Bylaws, shareholders are 

entitled to dividends and/or interest on equity that 

combined amount to a minimum of 25% of the 

Corporationôs net income for the year, adjusted as 

follows: i) deduct from the amounts allocated in the 

fiscal year, the legal reserve and contingency 

reserve; and ii) add the amounts resulting from the 

reversal, in the fiscal year, of the contingency 

reserve previously constituted.  

Whenever the amount of minimum mandatory 

dividends surpasses the portion of realized net 

income in the year, the management may propose, 

subject to approval at the Shareholdersô Meeting, 

the allocation of the excess amount to the 

unearned profit reserve (Article 197 of Brazilian 

Law of Corporations). 

Periodicity of 

distribution of 

dividends 

Dividends are distributed as approved by the 

Annual Shareholdersô Meeting of the Corporation, 

which is usually held in April of each year. The 

Board of Directors may also resolve to: (a) 

distribute dividends based on net income verified in 

Dividends are distributed as approved by the 

Annual Shareholdersô Meeting of the Corporation, 

which is usually held in April of each year. The 

Board of Directors may also resolve to: (a) 

distribute dividends based on net income verified in 

Dividends are distributed as approved by the 

Annual Shareholdersô Meeting of the Corporation, 

which is usually held in April of each year. The 

Board of Directors may also resolve to: (a) 

distribute dividends based on net income verified in 
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 2013 2012 2011 

the semiannual interim financial statements; (b) 

prepare balance sheets and income statements 

related to periods shorter than six months and pay 

dividends based on the net income verified in these 

periods, provided the total amount of dividends paid 

in each half of the fiscal year does not exceed the 

capital reserves described in Paragraph 1, Article 

182 of the Brazilian Law of Corporations. (c) 

distribute interim dividends out of retained earnings 

or the profit reserve existing at the last annual and 

semiannual balance sheets; and (d) credit or pay to 

shareholders, at the frequency deemed adequate, 

interest on equity, which will be attributed to the 

amount of dividends that must be distributed by the 

Corporation for all legal purposes. 

the semiannual interim financial statements; (b) 

prepare balance sheets and income statements 

related to periods shorter than six months and pay 

dividends based on the net income verified in these 

periods, provided the total amount of dividends paid 

in each half of the fiscal year does not exceed the 

capital reserves described in Paragraph 1, Article 

182 of the Brazilian Law of Corporations. (c) 

distribute interim dividends out of retained earnings 

or the profit reserve existing at the last annual and 

semiannual balance sheets; and (d) credit or pay to 

shareholders, at the frequency deemed adequate, 

interest on equity, which will be attributed to the 

amount of dividends that must be distributed by the 

Corporation for all legal purposes. 

the semiannual interim financial statements; (b) 

prepare balance sheets and income statements 

related to periods shorter than six months and pay 

dividends based on the net income verified in these 

periods, provided the total amount of dividends paid 

in each half of the fiscal year does not exceed the 

capital reserves described in Paragraph 1, Article 

182 of the Brazilian Law of Corporations. (c) 

distribute interim dividends out of retained earnings 

or the profit reserve existing at the last annual and 

semiannual balance sheets; and (d) credit or pay to 

shareholders, at the frequency deemed adequate, 

interest on equity, which will be attributed to the 

amount of dividends that must be distributed by the 

Corporation for all legal purposes. 

Any restrictions 

on the payment 

of dividends 

imposed by law 

or special 

regulation 

applicable to the 

Corporation, as 

well as 

agreements or 

legal, 

administrative or 

arbitration 

decisions. 

The financing agreements entered into by the 

Corporation usually include restrictions on the 

payment of dividends by the Corporation in the 

event of overdue payment of or default on its 

obligations. In addition, the Shareholdersô 

Agreement entered into with BNDESPAR also 

includes veto rights regarding the payment of 

dividends under certain conditions. 

There are no other restrictions regarding the 

payment of dividends imposed by law or special 

regulation applicable to the Corporation, nor are 

there any such legal, administrative or arbitration 

decisions. 

The shareholders have a period of three years as 

of the dividend payment date to claim the dividends 

or interest on equity attributed to their shares, after 

which period any unclaimed dividends will be 

reverted to the Corporation. 

The financing agreements entered into by the 

Corporation usually include restrictions on the 

payment of dividends by the Corporation in the 

event of overdue payment of or default on its 

obligations. In addition, the Shareholdersô 

Agreement entered into with BNDESPAR also 

includes veto rights regarding the payment of 

dividends under certain conditions. 

There are no other restrictions regarding the 

payment of dividends imposed by law or special 

regulation applicable to the Corporation, nor are 

there any such legal, administrative or arbitration 

decisions. 

The shareholders have a period of three years as 

of the dividend payment date to claim the dividends 

or interest on equity attributed to their shares, after 

which period any unclaimed dividends will be 

reverted to the Corporation.  

The financing agreements entered into by the 

Corporation usually include restrictions on the 

payment of dividends by the Corporation in the 

event of overdue payment of or default on its 

obligations. In addition, the Shareholdersô 

Agreement entered into with BNDESPAR also 

includes veto rights regarding the payment of 

dividends under certain conditions. 

There are no other restrictions regarding the 

payment of dividends imposed by law or special 

regulation applicable to the Corporation, nor are 

there any such legal, administrative or arbitration 

decisions. 

The shareholders have a period of three years as 

of the dividend payment date to claim the dividends 

or interest on equity attributed to their shares, after 

which period any unclaimed dividends will be 

reverted to the Corporation.  
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3.5 Dividend distributions and retained earnings 
 

(in Brazilian real) Fiscal year  12/31/2013 Fiscal year  12/31/2012 Fiscal year  12/31/2011 

Adjusted net income  -913,593,422.34 -223,901,421.81 -746,012,091.20 

Dividend distribution as a percentage of 
adjusted net income 

0.000000 0.000000 0.000000 

Rate of return over shareholdersô equity 0.000000 0.000000 0.000000 

Total dividend distribution 0.00 0.00 0.00 

Retained earnings 0.00 0.00 0.00 

Date of retention approval     

       

       

Retained earnings Amount Payment date Amount Payment date Amount Payment date 

    

Common shares   0.00      

    0.00  0.00  
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3.6 Dividends declared out of retained earnings or reserves 
 

In the last three fiscal years, the Corporation did not declare any dividends or interest on equity attributed 
as dividends that were distributed out of retained earnings or the profit reserve constituted in previous 
years. 
 
In fiscal year 2012, a sum of R$14,877.0 thousand was paid relating to the part of the mandatory 
dividends distributed in fiscal year 2010. In 2011, R$19,820.0 thousand and R$42,116.0 thousand were 
paid relating to the part of the mandatory dividends distributed in 2010 and 2009, respectively. 
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3.7 Level of indebtedness 
 

Fiscal Year Total debt of any type  Type of ratio Debt ratio Description and reason for using a different 
ratio 

12/31/2013 14,708,542,000.00 Debt Ratio 4.71575000  

 0.00 Other Ratios 3.00244330 Leverage Ratio: Net Debt/LTM EBITDA 

The Leverage Ratio is calculated as follows: Net 
Debt (R$7,127.2 million) divided by LTM EBITDA 
in the period (R$2,373.8 million). 

Net debt is short-term debt (current portion of 
loans and financing plus debentures payable and 
interest on debentures) plus long-term debt (non-
current portion of loans and financing plus 
debentures payable, excluding certain notes 
payable and excluding the mandatory deed 
convertible into shares) minus cash, cash 
equivalents and financial investments.  

This ratio measures the company's financial 
leverage, and represents the number of years of 
cash flow required to pay off all debt held by the 
company. 

It is also used as a financial covenant for the 
notes issued by the Corporation (Marfrig Bonds) 
maturing in 2016, 2017, 2018, 2020 and 2021.  
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3.8 Liabilities by nature and maturity 
 

Fiscal Year (12/31/2013) 

Type of debt Less than 1 year 1 to 3 years 3 to 5 years Over 5 years Total 

Collateralized 511,124,763.00 632,215,917.00 46,629,573.00 5,174,174.00 1,195,144,427.00 

Floating Charge 104,408,239.00 323,186,916.00 44,407,639.00 6,957,790.00 478,960,584.00 

Unsecured 3,073,032,998.00 2,528,646,423.00 3,905,551,936.00 3,527,205,632.00 13,034,436,989.00 

Total 3,688,566,000.00 3,484,049,256.00 3,996,589,148.00 3,539,337,596.00 14,708,542,000.00 

Notes 
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3.9 Other material information 
 
There is no other information the Corporation deems material. 
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4.1 Description of Risk Factors  
 
 

(a) Risks Relating to the Corporation 

Our level of indebtedness may adversely affect our business. 

The Corporation has a high level of debt and could also take on significant additional debt. As of 
December 31, 2013, the Corporationôs gross debt was R$8,939.8 million, of which approximately 4.4% 
was denominated in Brazilian real and 95.5% in other currencies, which is in line with the 78.5% of the 
revenues generated in currencies other than the Brazilian real in 2013. At December 31, 2013, 12.6% of 
debt was due on the short-term, compared to 29.9% in 2012. This debt does not include the Mandatory 
Deed Convertible into Stock, since, unlike other items in the Corporationôs Liabilities, the Mandatory Deed 
may not be paid using cash or equivalents, but solely through common shares issued by the Corporation. 

Our main financing sources include: (i) cash flow from operations; (ii) short- and long-term bank debt; 
(iii) share issues (equity); and (iv) debt issues (bonds and debentures).  

The main uses of these financing sources involve costs and expenses related to the operation of our 
business, capital disbursements including investment in new plants, expansions and/or modernizations of 
existing plants and the payment obligations related to our debt (financial expenses and amortization). 

If our funding strategies are unsuccessful, we may be unable to make necessary investments and capital 

expenditures in our business, which could reduce our future sales and negatively affect our profitability 

and financial position. In addition, the required capital resources to fulfill our debt obligations may reduce 

the capital amount that is available for our operations, which could harm us. 

If we are unable to refinance maturing debt or our cash flow from operations does not grow as expected 

or significantly decreases for any reason, we will not be able to fulfill our obligations, and may need to 

renegotiate them, seek additional capital or even sell some of our assets. In any of these scenarios, we 

may not be able to obtain financing, raise equity or sell our assets on favorable terms, which could have a 

material adverse effect on us 

The terms of the financial agreements to which it is a party subject the Corporation to specific 

obligations and limit its capacity to contract additional debt. 

The Corporation is party to financial agreements and commitments that require it to maintain certain 
financial ratios or to fulfill certain covenants. Any breach of the terms of these agreements that are not 
remedied or waived by the respective creditors could result in the early maturity of the outstanding 
balances of the respective debts and/or other financial agreements. Certain borrowings incurred contain 
clauses that prohibit the Corporation from contracting debt unless its leverage ratio is less than 4.50x. 
Furthermore, certain agreements entered into by the Corporation impose restrictions on its capacity to 
distribute dividends, to contract additional debts or even to pledge guarantees to third parties or for new 
borrowings. Therefore, if any nonperformance event provided for in these agreements were to occur, 
cash flow and other financial conditions could be adversely affected. For more information on the 
restrictions the Corporation is subject to because of the debt agreements to which it is a party, see item 
10.1 (f) of this Reference Form. 

We have sought rapid growth, diversification and international expansion, including through 

acquisitions, and we face risks resulting from this strategy, including risks relating to integration 

of acquisitions, management of our operations, and the effectiveness of our internal controls and 

compliance procedures. 

 

We are regularly analyzing and looking for opportunities for further acquisitions as part of our growth 

strategy. Acquisitions, especially those involving larger corporations, present significant risks and 

challenges. They may also create problems for us due to losses, contingencies, risks or other factors of 

which we were not aware at the time we completed the transactions. International acquisitions present 

additional difficulties, such as compliance with foreign laws and regulations and the integration of staff 
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with different managerial practices, which may increase our exposure to risks associated with 

international operations.  

Our growth and our acquisitions strategy also present a challenge relating to internal control over financial 

reporting and monitoring compliance with the terms of our agreements. However, we cannot assure that 

the current internal controls of the Corporation are sufficient. In addition, we depend on the effectiveness 

of these controls and compliance procedures, and if they prove to be insufficient, this could have a 

negative impact on our business because we might not be able to report timely and accurate financial 

results, to prevent fraud or to avoid breaching material agreements. 

Any of these factors could have a material adverse effect on our results. 

We may not be successful in capturing the synergies from our acquisitions. 

 

In the last few years, we have made numerous acquisitions, including Moypark, Keystone and OôKane. 

These acquisitions could involve a number of risks including integration problems with the acquired 

businesses, operations in markets in which we have no, or limited, experience, potential loss of clients 

and key executives and employees of the acquired businesses as well as the risk of being exposed to 

liabilities of the acquired companies. Any setbacks in relation to our acquisitions and asset exchange 

could have a material adverse effect on us.  

We may not be able to successfully integrate the operations of companies we acquire or benefit 

from growth opportunities. 

We may pursue selected growth opportunities in the future. These types of opportunities may expose us 

to successor liability relating to actions involving any acquired entities or businesses, their respective 

management or contingent liabilities incurred prior to our involvement. A material liability associated with 

these types of opportunities, or our failure to successfully integrate any acquired entities or businesses 

into ours, could adversely affect our reputation and have a material adverse effect on us. 

Undisclosed liabilities from our acquisitions may harm our financial condition and operating results. If we 

make acquisitions in the future, such transactions may be structured in such a manner that would result in 

the assumption of undisclosed liabilities or liabilities not identified during pre-acquisition due diligence. 

These obligations and liabilities could harm our financial condition and operating results. 

We may not be able to successfully benefit from any growth opportunities we may undertake in the future 

or successfully implement appropriate operational, financial and administrative systems and controls to 

achieve the benefits that we expect to result therefrom. These risks include: (i) failure of the acquired 

entities or businesses to achieve expected results, (ii) possible inability to retain or hire key personnel of 

the acquired entities or businesses and (iii) possible inability to achieve expected synergies and/or 

economies of scale. In addition, the process of integrating businesses could cause interruption of, or loss 

of momentum in, the activities of our existing business. The diversion of our managementôs attention and 

any delays or difficulties encountered in connection with the integration of these businesses could 

adversely affect our business. 

Our export sales are subject to a broad range of risks associated with international operations. 

Export sales account for a significant portion of our net sales, representing 24.9% and 33.5% of our total 

accumulated net sales in 2013 and 2012, respectively. Our major export markets are subject to the same 

risks relating to Brazil. Our future financial performance will depend, to a significant extent, on economic, 

political and social conditions in our main export markets. Moreover, our export operations may be 

significantly affected by trade restrictions, import taxes or any other protective measure or requirement of 

import and export licenses. 

Our future ability to conduct business in export markets could be adversely affected by factors beyond our 

control, such as: 
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¶ exchange rate fluctuations and inflation in countries where we operate and to which we export our 

products; 

¶ exchange controls; 

¶ changes in the economic and political conditions of a specific country or region, particularly in 

emerging markets; 

¶ negative consequences resulting from regulatory changes; 

¶ the difficulty and costs related to compliance with complex foreign laws, treaties and regulations, 

including, without limitation, foreign corrupt practices laws; 

¶ adverse consequences from changes in tax laws; and 

¶ distribution costs, transportation interruptions or reduction in the availability of freight. 

The occurrence of any of these risks, as well as other factors beyond our control, may adversely affect us. 

Adverse developments with respect to the health and safety of food, and/or publicity regarding 

the same, may increase our costs of operations or decrease demand for our products. 

We are subject to risks affecting the food industry generally, including risks posed by contamination or 

food spoilage, evolving nutritional and health-related concerns, as well as consumer product liability 

claims. Consumption of damaged products, contaminated, or spoiled products may result in personal 

illness or injury. Any actual or perceived health risks associated with our products, including any adverse 

publicity concerning these risks, could cause clients to lose confidence in the safety and quality of our 

products, reducing the level of consumption of those products, which could cause a material adverse 

effect on us.  

In addition, we could be subject to claims or lawsuits relating to an actual or alleged illness or injury, 

which, could negatively affect our business, whether successful or not. Even if our own products are not 

affected by contamination, our industry may face adverse publicity if the products of other companies 

become contaminated, which could result in reduced consumer demand for our products in the affected 

category. We maintain systems designed to comply with food safety regulations; however our systems for 

compliance with governmental regulations may not be fully effective in mitigating risks related to food 

safety. Any product contamination could have a material adverse effect on our financial condition, results 

of operations or cash flows. 

Raising animals and meat processing involve animal health and disease control risks, which 

could have an adverse impact on us. 

Our operations involve raising cattle, pork, lamb and poultry, which require us to maintain animal health 

and control disease. We could be required to destroy animals or suspend the sale of some of our 

products to clients in Brazil and abroad in the event of an outbreak of disease affecting animals, such as 

(i) the A(H1N1) influenza, also called ñswine flu,ò (ii) in the case of poultry, avian influenza, (iii) in the case 

of hogs, cattle and certain other animals, foot-and-mouth disease, classic swine fever ñblue earò disease 

and (iv) in the case of cattle, foot-and-mouth disease and bovine spongiform encephalopathy, known as 

ñmad cow disease.ò Destruction of cattle, pork, poultry or other animals would preclude recovery of costs 

incurred in raising or purchasing these animals and result in additional expense for the disposal of the 

animals. 

Outbreaks, or fears of outbreaks, of any of these or other animal diseases may have an adverse effect in 

our principal export markets and in Brazil. An outbreak of large proportions would adversely and 

materially affect us. 

Any deterioration of labor relations with our employees could adversely affect us. 

We depend on intensive use of labor in our activities. Most of our employees are represented by unions 

and their employment contracts are regulated by collective bargaining agreements. New collective 

bargaining agreements may have shorter terms than our previous agreements and, if we are not able to 

negotiate collective bargaining agreements on acceptable terms to us, we may be subject to a significant 

increase in labor costs, deterioration of employee relations, slowdowns or work stoppages, which could 

have a material adverse effect on us. 
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Changes in consumer preferences could adversely affect our business. 

The food industry, in general, is subject to changing consumer trends, demands and preferences, which 

occur frequently, and our failure to anticipate, identify or react to changes in these trends, which could 

lead to reduced demand and prices for our products, among other concerns, and could have a material 

adverse effect on our business, financial condition and operating results. 

We depend on members of our senior management and on our ability to recruit and retain 

qualified professionals. 

We depend on members of our senior management and other qualified professionals to implement our 

business strategies and carry out our operations. We also depend on our ability to recruit and retain 

qualified professionals. We cannot assure you that we will not incur substantial costs to hire qualified 

professionals. The loss of key professionals may adversely affect us. 

We do not have mechanisms for assessing the performance of its Management bodies or their 

members. 

We adopt variable compensation practices with the objective of attracting and retaining talent. However, 

we currently do not have any performance assessment policies that establish uniform mechanisms for 

analyzing the performance and consequently attributing the corresponding benefits to each level of 

performance of our Management bodies or for assessing the performance of their respective members. 

Not having any performance assessment policies could result in deficiencies in the balance between the 

compensation of the members of these bodies in comparison with the activities they develop and the 

advantages enjoyed by us, which could potentially result in the payment of disproportional amounts or the 

loss of important professionals on our Management team. 

 

(b) Risks Related to the Controlling Shareholder or Controlling Group of the Corporation 

 

The interests of our Controlling Shareholder may conflict with the interests of our investors. 

Our Controlling Shareholder has powers to, among other things, elect the majority of our Directors and 
determine the result of resolutions that require the approval of the shareholders, including transactions 
with related parties, corporate restructurings, sales of assets, partnerships and the timing of payments of 
any future dividends, observing the requirements for the payment of mandatory dividends established by 
Brazilian Corporate Law. Our Controlling Shareholder may become interested in acquisitions, sales of 
assets, partnerships, financing or similar operations that could eventually conflict with the interests of our 
investors and have material adverse effects on our activities, financial condition and operating results. 

(c) Risks Related to the Shareholders of the Corporation 

Volatility and lack of liquidity in Brazilôs securities market could substantially restrict investorsô 
capacity to sell their Shares of the Corporation at the price and time they wish. 

Investments in securities traded in emerging markets, such as Brazil, frequently involve greater risks than 
in other global markets. Therefore, these investments are usually considered to be more speculative than 
others. Brazilôs securities market is substantially smaller, less liquid and more concentrated and therefore 
can be more volatile than the worldôs principal capital markets. The outflow of foreign capital from the 
Corporation during periods of economic crisis could affect the stock prices of companies listed on the 
Brazilian Stock Exchange. 

The market price of the Corporationôs stock could also be affected by innumerous reasons unrelated to its 
performance, such as: economic crises, changes in the interest rate, exchange rate controls and 
restrictions on transfers abroad, exchange rate fluctuations, inflation, the liquidity of domestic financial 
and capital markets and credit markets, tax policies and regimes, as well as to other political, social and 
economic events. 
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Our shareholders may not receive dividends. 

According to Brazilian Corporate Law and to our Bylaws, we must pay shareholders minimum mandatory 
dividends equivalent to 25% of our annual net income, as calculated and adjusted. These adjustments to 
net income for the purposes of calculating the dividends base include contributions to various reserves 
that effectively reduce the amount available for payment as dividends. Despite the requirement of 
minimum mandatory dividends, we may choose not to pay dividends to our shareholders in any given 
fiscal year if our Board of Directors were to decide that such contributions would not be advisable in view 
of our financial condition.  

Furthermore, we are party to innumerous financial contracts under which we undertake not to pay 
dividends above the amount established by law and which limit our capacity to pay dividends to our 
shareholders if we are in default with the obligations under such contracts. We cannot assure that in the 
future we will be capable of meeting the requirements to pay dividends. 

Additional funding through a public offering may dilute the ownership interest of investors in our 
Corporation. 

In the future, we may raise funds through the public or private issue of debt, convertible or not into shares, 
or of shares. Additional funding through the issue of shares or securities convertible into shares may, 
pursuant to Brazilian Corporate Law, be carried out without preemptive rights for current shareholders, 
which could dilute the ownership interests of such investors in our Shares. 

The interests of the managers and, in certain cases, of the employees of the Corporation could 
become excessively linked to the price of our stock, since they are granted options to buy or 
subscribe to shares issued by the Corporation. 

¶ The Corporation has a stock option plan to enable its managers, employees and service 

providers or those of other companies under its control, subject to certain conditions, to acquire stock in 

the Corporation, with the objective of: (a) promoting the expansion, success and execution of its corporate 

objectives; (b) aligning the interests of the shareholders of the Corporation with the interests of its 

managers, employees and service providers or with those of the other companies under its control; and 

(c) enabling the Corporation or other companies under its control to attract and retain managers, 

employees and service providers. 

¶ The possibility of the managers and employees of Marfrig receiving, as part of their 

compensation, options to buy or subscribe to shares issued by the Corporation at an exercise price that is 

below market price could lead the interests of said managers and employees to become excessively 

linked to the price of the stock in the Corporation, at the expense of its long-term targets, which could 

have a negative impact on the business of the Corporation. 

(d) Risks Related to the Subsidiaries and Affiliated Companies of the Corporation 

¶ The risks related to subsidiaries and affiliated companies are the same as those related to the 

Corporation. 

(e) Risks Related to the Suppliers of the Corporation 

Our results of operations are subject to seasonality and volatility affecting both our raw material 

prices and the selling prices of our products. 

Our business is largely dependent on the cost and supply of corn, soy meal, soybeans, hogs, piglets, 

chicken, cattle and other raw materials, as well as the selling prices of our protein products. The raw 

material prices and the selling prices of our products are determined by constantly changing market 

forces of supply and demand, which may fluctuate significantly, even in the absence of a global economic 

crisis, and by other factors over which we have little or no control. These other factors include, among 

others, fluctuations in local and global poultry, pork, cattle and lamb production levels, environmental and 

conservation regulations, economic conditions, weather, animal and crop diseases, the cost of 

international freight and exchange rate fluctuations. Our industry, both in Brazil and abroad, is also 
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characterized by cyclical periods of higher prices and profitability, followed by overproduction, leading to 

periods of lower prices and profitability. We are not able to mitigate these risks by entering into long-term 

contracts with our clients and most of our suppliers because long-term contracts are not customary in our 

industry. Our financial performance is also affected by domestic and international freight costs, which are 

vulnerable to volatility in fuel prices. We may not be successful in addressing the effects of seasonality 

and volatility on costs and expenses or the pricing of our products, and our overall financial performance 

may be adversely affected. 

(f) Risks Related to the Clients of the Corporation 

We are dependent on a limited number of large clients. 

In the fiscal year ended December 31, 2013, sales to our top 10 clients accounted for 42.5% of our net 

sales, compared to 27.6% in the fiscal year ended December 31, 2012. At December 31, 2012, our ten 

largest domestic clients accounted for approximately 50.4% of our domestic sales and one client 

accounted for 26.9% of total net sales.  

We expect the concentration of sales to a limited number of clients to further increase in 2013, due to the 

consolidation of clients following the asset exchange with BRF. The loss of any of our largest clients and 

an inability to secure substitute business could have a material adverse effect on our business, operating 

results and financial condition. 

The consolidation trend in our clientsô industries may have an adverse effect on us. 

Some of our clients, such as supermarket chains, club stores and wholesale food distributors were 

involved in consolidations in recent years. The consolidation trend created large and sophisticated clients 

who have increased purchasing power and, therefore, greater ability to operate with smaller inventories, 

resist price increases and demand lower prices, discounts and tailor-made products. Clients may also use 

the spaces where our products are currently displayed to display their own competing products. If we 

cannot react to this market trend, we may face a slower increase in our sales volume or may be forced to 

decrease prices or increase promotional expenditures. Any of these factors could have a material adverse 

effect on us. 

(g) Risks Related to the Sectors of the Economy in which the Corporation Operates 

We face strong competition from Brazilian and foreign companies in the production, processing 

and sales of our products. 

We operate in a highly competitive market. We face strong competition from Brazilian and foreign 

companies in the production, processing and sales of our products regarding the cost and quality of raw 

material and workforce. 

The principal competitive factors in the animal protein processing industries are operating efficiency and 

the availability, quality and cost of raw materials and labor, price, quality, food safety, product distribution, 

technological innovations and brand loyalty. Our ability to be an effective competitor depends on our 

ability to compete on the basis of these factors. In addition, some of our competitors have more financial 

resources and larger product and client portfolios than we do. If we are not able to keep our competitive 

position in the market, we will face a decrease in our market share, which, in turn, may adversely affect 

our results of operations. 

(h) Risks Related to Regulation in the Sectors in which the Corporation Operates 

We are subject to extensive governmental legislation and regulations in Brazil and in the 

international markets in which we operate, as well as in countries to which we export our 

products. 

Our principal business activitiesðthe production, processing and selling of food products, both in our 

domestic and export marketsðand our facilities are subject to regular federal, state and local laws and 

regulations of the markets in which we operate, as well as foreign regulations and inspections with 
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respect to processing, conditioning, storage, distribution, publicity and labeling. Our products are often 

inspected by foreign food safety officials and any failure to pass those inspections can result in our being 

required to return all or part of a shipment to its country of origin, destroy all or part of a shipment or incur 

costs because of delays in delivering products to our clients, all of which may cause a material adverse 

effect on us. 

In addition, changes in government regulations relating to our principal business activities in the countries 

in which we operate and in the countries to which we export our products, may impose a significant 

burden on us, including requirements to make additional investments or incur other unforeseen costs to 

meet the necessary specifications for our products, which may cause a material adverse effect on us. 

Environmental laws and regulations may require increased expenditures for compliance and 

result in criminal and administrative penalties in the event of non-compliance. 

We, like other food producers in Brazil and in other domestic markets in which we operate, are subject to 

extensive federal, state and local environmental laws, regulations, authorizations and licenses 

concerning, among other things, the handling and disposal of waste, discharges of pollutants into the air, 

water and soil, and clean-up of contamination, all of which affect our business. In Brazil, we are also 

required to environmentally preserve certain land on properties in which we or our partners carry out 

activities and these areas must be registered on the property deed. We have some properties whose 

deeds do not identify these areas. Any failure to comply with these laws and regulations or any lack of 

authorizations or licenses may result in administrative and criminal penalties. In Brazil, fines may total up 

to R$50 million each, and other penalties may also be applied, such as cancellation of authorizations or 

revocation of licenses, in addition to negative publicity and liability for remediation for environmental 

damage in a civil proceeding, which may represent significant amounts, as major doctrine and past court 

decisions evidence that there are no limits for indemnification amounts. 

We have incurred, and will continue to incur, capital and operating expenditures to comply with these laws 

and regulations. Because of the possibility of unanticipated regulatory measures or other developments, 

particularly as environmental laws become more stringent in Brazil and in other domestic markets in 

which we operate, the amount and timing of future expenditures required to maintain compliance could 

increase from current levels and could adversely affect the availability of funds for capital expenditures 

and other purposes. Compliance with existing or new environmental laws and regulations could result in 

increased costs and expenses for the Corporation. 

(i) Risks Related to the Foreign Countries in which the Corporation Operates 

We are subject to risks relating to South American countries. 

In addition to our operations in Brazil, it is part of our strategy to diversify the risk of our operations to also 

have operations in other countries in South America, such as Argentina, Chile and Uruguay. At December 

31, 2013, our net sales from our Argentine and Uruguayan operations represented in the aggregate 

10.8%, of our total net sales, of which 2.6% and 3.4% derived from the domestic markets of these 

countries, respectively. We are subject to risks relating to the economic, political and social conditions in 

the other domestic markets in South America in which we operate. We may be adversely affected by 

factors that are beyond our control in these markets, such as: 

¶ the interference of local governments in economic policies; 

¶ exchange rate instability and devaluation of local currencies; 

¶ the deterioration of economic conditions; 

¶ inflation and interest rates; 

¶ exchange controls and restrictions on remittances abroad; 

¶ tax policies and laws; 

¶ liquidity in the financial and capital markets; and 

¶ other political, social and economic developments in or affecting the domestic markets in 

South America in which we operate. 
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The occurrence of any of the aforementioned factors as well as any other factor that affects the economic, 

political and social conditions of the domestic markets in which we operate in South America may 

adversely and materially affect us. 

More stringent trade barriers in key export markets may adversely affect us. 

Because of the growing market share of Brazilian poultry, pork and beef products in the international 

markets, Brazilian exporters have been increasingly affected by measures taken by importing countries to 

protect local producers. The competitiveness of Brazilian companies has led certain countries to establish 

trade barriers to limit the access of Brazilian companies to their markets or even to subsidize local 

producers. Some countries impose quotas on Brazilian pork and poultry products, and delays in allocating 

these quotas or changes in laws or policies regarding these quotas can adversely affect our exports. 

Any of the aforementioned restrictions may affect our export volume and, as a result, our sales from 

export markets and financial condition. In the case of newly created trade barriers in our key export 

markets, it may be difficult for us to sell our products in other markets at favorable conditions, which may 

cause a material adverse effect upon us. 
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4.2 Comments on the expectations that exposure to these risk factors may change 
 
The Corporation maintains the practice of constantly analyzing the risks to which it is exposed and that 
could adversely affect its business, financial situation and operating results. The Corporation is constantly 
monitoring changes in the macroeconomic scenario and the scenario of the industry that could influence 
its operations by accompanying key performance indicators. 
 
At present, the Corporation has not identified a scenario marked by any increases or decreases in its 
exposure to the risks mentioned in item 4.1. 
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4.3 Material arbitration, administrative and court proceedings (not protected by absolute privilege) 
 

¶ The Corporation and its subsidiaries are parties to lawsuits and/or administrative procedures that, 

in the opinion of the Management of the Corporation, individually are considered relevant from the 

financial standpoint, since they involve historical amounts greater than R$10 million or involve subject 

matters that, in the event of an unfavorable judgment, could impact its operations or image, as follows:  

Labor 

¶ The public-interest civil actions and class actions of a labor nature involving the Corporation and 

its subsidiaries and that individually are considered relevant based on the materiality criteria described 

above are listed below: 

Public-Interest Civil Action (ACP) No. 0010792.12.2013.5.14.0141 

a. Court Labor Court of Vilhena 

b. Instance Court of first instance 

c. Date filed October 26, 2013 

d. Parties Plaintiff: Labor Prosecution Office 

Defendant: MFB Marfrig Frigoríficos Brasil S.A. 

e. Amounts, assets or rights 

involved 

Petition for obligations to do regarding working hours and compensation for 

collective personal injury of R$ 29,135,106.00.  

f. Main facts Interlocutory injunctive relief granted for fulfillment of part of the obligations to do 

petitioned. We filed a writ of mandamus and are awaiting the decision. 

g. Chance of loss Possible 

h. Analysis of the impact in the 

event of loss 

Payment of compensation for personal injury of R$ 29,135,106.00. The 

management of the Corporation understands that the relevance criterion applies 

to this case due to the amounts involved. 

i. Amount provisioned  

 

Public-Interest Civil Action (ACP) No. 83-7575.2012.811.0055 

a. Court 4th Civil Court of Tangará da Serra (MT) 

b. Instance Court of first instance 

c. Date filed September 27, 2012 

d. Parties Plaintiff: State Prosecution Office 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$7.2 million 

f. Main facts 

 

 

 

 

Allegations of administrative corruption involving the mayor, municipal secretary 

and a civil servant at the human resources department of the municipal 

government with the filing of an injunction to suspend the three officials and a 

claim for personal injury against the three and Marfrig under allegations of 

administrative irregularities in the fee charged for sanitary inspections. The 

injunction filed will be examined after the expiry of the period for preliminary 

statements. Writ of notification issued to the defendants. Statement submitted 
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by the defendants. The initial statement was received and the parties were 

notified to answer. We filed the answer. 

g. Chance of loss Possible.  

h. Analysis of the impact in the 

event of loss 

Payment of personal injury to be determined by the court. The management of 

the Corporation understands that the relevance criterion applies to this case 

due to the image risk posed by the subject matter of the claim described in item 

f. 

i. Amount provisioned No provisions have been made. 

 

Public-Interest Civil Action (ACP) No. 001279-69.2013.5.23.0076 

a. Court Labor Court of Primavera do Leste. 

b. Instance Court of first instance 

c. Date filed January 21, 2014 

d. Parties Plaintiff: Labor Prosecution Office 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

Payment of compensation for collective personal injury of R$10 million, arising 

from allegations of failure to grant rest breaks envisaged in article 253 of the 

Consolidation of Labor Laws (CLT) for employees working under extreme 

temperatures.  

f. Main facts Initial hearing held with no reconciliation. Claim in the process of production of 

evidence. 

g. Chance of loss Possible.  

h. Analysis of the impact in the 

event of loss 

Payment of compensation for collective personal injury of R$ 10 million. The 

management of the Corporation understands that the relevance criterion 

applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

Tax 

¶ The tax procedures involving the Corporation and its subsidiaries and that individually are 

considered relevant based on the materiality criteria described above are listed below: 

No. 0012630-19.20114.03.6100 

a. Court Federal Courts 

b. Instance Court of second instance 

c. Date filed July 21, 2011 

d. Parties Plaintiff: Marfrig Global Foods S.A. 

Defendant: National Treasury 

e. Amounts, assets or rights 

involved 

R$0.1 million.  
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f. Main facts Declaratory judgment action with ordinary proceeding. Main action of 

Provisional Remedy No. 0010399.19.2011.4.03.6100 questioning the 

administrative procedures of PIS/COFINS Import Taxes already executed as 

well as future ones. The decision suspending the payment of taxes upon inflow 

(importation) benefits the cash flow of the Corporation, since payment occurs 

upon the outflow of the transaction. Awaiting a decision of the appeal from final 

judgment filed by the federal government. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

The potential loss of the procedure would negatively impact cash flow and also 

result in the payment of a fine and interest to be determined by the court, since 

with the decision mentioned in item ñfò, the Corporation no longer pays tax upon 

entry (import) and pays only upon the outflow. The management of the 

Corporation understands that the relevance criterion applies to this proceeding 

due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 13804000910/ 

a. Court Trial Chamber - Administrative Council of Tax Appeals (CARF) 

b. Instance Administrative 

c. Date filed March 29, 2007 

d. Parties Plaintiff: Marfrig Global Foods S.A. 

Defendant: Office of the Federal Revenue Service of Brazil 

e. Amounts, assets or rights 

involved 

R$31 million 

f. Main facts Reclamation Claim involving the payment over paid in view of the request for 

exclusion from the PIS and COFINS calculation base for the period from 

February 2002 and December 2006 ï Associated with the Collections Process - 

Overdue Tax Liabilities 80.2.08.001763-81, 80.2.0.8001764-62 and 

80.6.08.004498-08. Awaiting decision of the volunteer appeal filed by the 

Corporation.  

g. Chance of loss Possible 

h. Analysis of the impact in the 

event of loss 

In the case of an unfavorable decision, a debit will be generated in the amount 

of the credit, with the respective restatements and penalties envisaged in law. 

The management of the Corporation understands that the relevance criterion 

applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

Tax Deficiency Notice No. 19515.001967/2010-17 

a. Court Office of the Federal Revenue Service of Brazil 

b. Instance Administrative 

c. Date filed July 5, 2010 

d. Parties Plaintiff: Office of the Federal Revenue Service of Brazil 
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Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$36.1 million.  

f. Main facts 

 

 

Social contribution on net profit (CSLL) and income tax (IRPJ) required in fiscal 

year 2007, in view of the Reclamation Claim filed seeking the credit due to the 

exclusion of ICMS tax from the PIS and COFINS calculation base for the period 

from February 2002 to December 2006. Awaiting decision of the objection filed 

by the Corporation. 

g. Chance of loss Possible 

h. Analysis of the impact in the 

event of loss 

In the case of an unfavorable decision, the corresponding amount plus the 

respective restatements and penalties envisaged in law will be charged through 

a tax foreclosure action. The management of the Corporation understands that 

the relevance criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 19.515.722003/2011-97 

a. Court Office of the Federal Revenue Service of Brazil 

b. Instance Administrative 

c. Date filed December 5, 2011 

d. Parties Plaintiff: Office of the Federal Revenue Service of Brazil 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$82.2 million.  

f. Main facts 

 

 

 

 

 

 

 

 

Administrative procedure related to calendar years 2006 and 2007, which 

discusses claims related to social contributions (employer and GILRAT) owed 

by rural producers based on the revenue from the sale of their products (Article 

25 of Law 8212/91), whose responsibility is attributed to the acquirers under 

Article 30, Item III of Law 8212/91, the unconstitutionality of which has already 

been recognized by the Federal Supreme Court (STF) through Appeal RE 

363.852. A tax liability was also accrued related to the contribution to SENAR, 

for which the withholding requirement created by Decree 566/92 is considered 

illegal due to its infraction of Article 128 of the National Tax Code, since tax 

responsibility may only be created by force of law. The proceeding is in the 

judgment phase of the appeal filed with the Administrative Council of Tax 

Appeals (CARF).  

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

 

Given the favorable positioning of the STF, based on its understanding at the 

administrative level grounded in Article 26-A of Decree 70.235/72, which ruled 

that said contribution was unconstitutional, the chances are remote of a ruling in 

favor of the plaintiff that orders the Corporation to pay the fine and the 

contributions. However, any unfavorable decision would generate a debit plus 

the respective restatements and penalties envisaged in law. The management 

of the Corporation understands that the relevance criterion applies to this 

proceeding due to the amounts involved. 
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i. Amount provisioned No provisions have been made.  

 

No. 19515.720.110/2013-42 

a. Court Office of the Federal Revenue Service of Brazil 

b. Instance Administrative 

c. Date filed January 31, 2013 

d. Parties Plaintiff: Office of the Federal Revenue Service of Brazil 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$64.7 million 

f. Main facts 

 

 

 

 

 

 

 

 

The administrative proceeding relates to calendar year 2008 that discusses 

claims related to social contributions (employer and GILRAT) owed by rural 

producers based on the revenue from the sale of their products (Article 25 of 

Law 8212/91), whose responsibility is attributed to the buyers under Article 30, 

Item III of Law 8212/91, the unconstitutionality of which has already been 

recognized by the Federal Supreme Court (STF) through Appeal RE 363.852. A 

tax liability was also constituted relating to the contribution to SENAR, for which 

the withholding requirement created by Decree 566/92 is considered illegal due 

to its infraction of Article 128 of the National Tax Code, since tax responsibility 

may only be created by force of law. The proceeding is in the judgment phase 

of the appeal filed with the Administrative Council of Tax Appeals (CARF).  

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

 

Given the favorable positioning of the STF based on its understanding at the 

administrative level grounded in Article 26-A of Decree 70,235/72, which ruled 

that said contribution was unconstitutional, the chances of a ruling in favor of 

the plaintiff ordering the Corporation to pay the fine and the contributions are 

remote. Nevertheless, any unfavorable decision would generate a debit plus the 

respective restatements and penalties envisaged in law. The management of 

the Corporation believes that the relevance criterion applies to this proceeding 

due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 16643.720021/2011-81 

a. Court Office of the Federal Revenue Service of Brazil 

b. Instance Administrative 

c. Date filed November 17, 2011 

d. Parties Plaintiff: Office of the Federal Revenue Service of Brazil 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$37.2 million 

f. Main facts Administrative procedure filed by the Federal Revenue Service of Brazil related 

to the tax assessment of the profits of subsidiaries earned abroad that are 



Reference Form ï MARFRIG ALIMENTOS S.A. 

 

35 
 

 

 

subject to income tax (IRPJ) and social contribution on net profit (CSLL). An 

administrative defense was filed alleging disregard for the principle of taxing 

powers, unconstitutionality of the provision of law (Article 74 of MP 2158-

35/2011) and violation of the double taxation agreements signed by Brazil.  

Awaiting judgment on the appeal filed with the Administrative Council of Tax 

Appeals (CARF). 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Amount of the debit plus the respective restatements and penalties envisaged 

in law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 19515.720082/2014-44 

a. Court Office of the Federal Revenue Service of Brazil 

b. Instance Administrative 

c. Date filed January 23, 2014 

d. Parties Plaintiff: Office of the Federal Revenue Service of Brazil 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$103.2 million 

f. Main facts 

 

 

Administrative proceeding related to calendar years 2009 and 2010 that 

discusses claims related to social contributions (employer and GILRAT) owed 

by rural producers based on revenue from the sale of their products (Article 25 

of Law 8212/91), whose responsibility is attributed to the acquirers under Article 

30, Item III of Law 8212/91, the unconstitutionality of which has already been 

recognized by the Federal Supreme Court (STF) through Appeal RE 363,852.A 

tax liability was also accrued related to the contribution to SENAR, for which the 

withholding requirement created by Decree 566/92 is considered illegal due to 

its infraction of Article 128 of the National Tax Code, since tax responsibility 

may only be created by force of law. The proceeding is in the judgment phase 

of the objection filed by the Corporation.  

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Amount of the debit plus the respective restatements and penalties envisaged 

in law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 16561.720098/2012-41 

a. Court Office of the Federal Revenue Service of Brazil 

b. Instance Administrative 

c. Date filed February 25, 2013 

d. Parties Plaintiff: Office of the Federal Revenue Service of Brazil 
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Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$ 38.0 million (reduction of deferred Income and Social Contribution tax 

assets 

f. Main facts 

 

 

A tax assessment notice to rectify the tax losses and the negative social 

contribution base, due to the partial absence of the addition to net income while 

determining the taxable income, and the social contribution calculation base, 

the income earned abroad by branch offices, subsidiaries or affiliates, in 2008. 

The administrative defense was submitted, which is awaiting judgment.  

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

As a result of the notice (disallowed loss), the management of the Corporation 

understands that the relevance criterion applies to this proceeding, considering 

the reduction in the deferred income tax and social contribution. 

i. Amount provisioned No provisions have been made. 

 

No. 10880.987.827/2012-59 

a. Court Office of the Federal Revenue Service of Brazil 

b. Instance Administrative 

c. Date filed December 17, 2012 

d. Parties Plaintiff: Office of the Federal Revenue Service of Brazil 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$25 million 

f. Main facts 

 

 

Disallowance of credit relating to the negative balance of income tax (IRPJ) of 

2008, with partial ratifications of the offsets made, due to the supposed absence 

of partial submission of the revenues that were subject to tax withholding. An 

appeal was filed to get all the offsets made ratified. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Amount of the debit plus the respective restatements and penalties envisaged 

in law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 0059175-95-2011.4.03.6182 

a. Court 9th Federal Court of Tax Foreclosures - SP 

b. Instance Court of first instance 

c. Date filed June 15, 2012 

d. Parties Plaintiff: Federal Government 

Defendant: MFB Alimentos S.A. 
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e. Amounts, assets or rights 

involved 

R$45.9 million 

f. Main facts 

 

 

Claims involving the social contributions listed in Certificates of Overdue Tax 

Liabilities (CDA) no. 39.167.303-3; 39.838.328-6 and 39.838.329-4, related to 

the use of federal tax credits resulting from requests for reimbursement of 

PIS/COFINS taxes arising from export transactions with social security dues. 

The right claimed is grounded in Article 7 of Decree/Law 2287/86, which is 

currently regulated by IN/RFB 900/2008. Pre-execution motion submitted by the 

Corporation was examined and suspension of tax foreclosure was determined.  

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the credit used, plus the restatements and penalties envisaged in 

law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

No. 0053698-57.2012.403.6182 

a. Court 2nd Federal Court of Tax Foreclosures - SP 

b. Instance Court of first instance 

c. Date filed November 14, 2012 

d. Parties Plaintiff: Federal Government 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$121.5 million 

f. Main facts 

 

 

Claims involving social contributions listed in Certificates of Overdue Tax 

Liabilities (CDA) no. 40.390.204-5 and 40.390.203-7, related to the use of 

federal tax credits resulting from requests for the reimbursement of 

PIS/COFINS taxes arising from export transactions with social security dues. 

The right claimed is grounded in Article 7 of Decree/Law 2287/86, which is 

currently regulated by IN/RFB 900/2008. Awaiting statement from the attorneyôs 

office regarding the assets informed by the Corporation. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the credit used, plus the restatements and penalties envisaged in 

law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 0031885-71.2012.403.6182 

a. Court 6th Federal Court of Tax Foreclosures - SP 

b. Instance Court of first instance 

c. Date filed May 30, 2012 

d. Parties Plaintiff: Federal Government 

Defendant: Marfrig Global Foods S.A. 
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e. Amounts, assets or rights 

involved 

R$167.8 million 

f. Main facts 

 

 

Claims involving the social contributions listed in Certificates of Overdue Tax 

Liabilities (CDA) no. 36.943.194-4; 36.943.195-2, 36.946.905-4, 39.905.734-0 

and 39.905.735-8 related to the use of federal tax credits resulting from 

requests for the reimbursement of PIS/COFINS taxes arising from export 

transactions with social security dues. The right claimed is grounded in Article 7 

of Decree/Law 2287/86, which is currently regulated by IN/RFB 900/2008. 

Awaiting statement from the attorneyôs office regarding the assets informed by 

the Corporation. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the credit used, plus the restatements and penalties envisaged in 

law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 0045052-58.2012.403.6182 

a. Court 2nd Federal Court of Tax Foreclosures - SP 

b. Instance Court of first instance 

c. Date filed August 3, 2012 

d. Parties Plaintiff: Federal Government 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$24.4 million 

f. Main facts 

 

 

Claims involving the social contributions listed in Certificates of Overdue Tax 

Liabilities (CDA) no. 40.197.543-6 and 40.197.544-4, related to the use of 

federal tax credits resulting from requests for the reimbursement of 

PIS/COFINS taxes arising from export transactions with social security dues. 

The right claimed is grounded in Article 7 of Decree/Law 2287/86, which is 

currently regulated by IN/RFB 900/2008. Awaiting statement from the attorneyôs 

office regarding the assets informed by the Corporation. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the credit used, plus the restatements and penalties envisaged in 

law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

¶  

No. 003014-26.2012.403.6182 

a. Court 2nd Federal Court of Tax Foreclosures - SP 

b. Instance Court of first instance 

c. Date filed May 22, 2012 
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d. Parties Plaintiff: Federal Government 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$16.4 million 

f. Main facts 

 

 

Claims involving social contribution on net profit (CSLL), income tax (IRPJ) and 

export tax (IE). Such dues were subject to offset with credits from requests for 

reimbursement of PIS/COFINS from export transactions. After analyzing the 

credits, the Federal Revenue Service understood, based on the partial 

disallowance, that the credits granted were not sufficient to ratify all associated 

offsets. The Corporation guaranteed the due in the tax foreclosure claim, and 

filed a motion to stay execution for the recognition of all credits and termination 

of foreclosure. Awaiting judgment of the motions filed by the Corporation. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the credit used, plus the restatements and penalties envisaged in 

law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 0040087-03.2013.403.6182 

a. Court 6th Federal Court of Tax Foreclosures - SP 

b. Instance Court of first instance 

c. Date filed September 9, 2013 

d. Parties Plaintiff: Federal Government 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$17.2 million 

f. Main facts 

 

 

Claims involving social contribution on net profit (CSLL), income tax (IRPJ) and 

export tax (IE). Such dues were offset with credits from requests for 

reimbursement of PIS/COFINS from export transactions. After analyzing the 

credits, the Federal Revenue Service understood, based on the partial 

disallowance, that the credits granted were not sufficient to ratify all associated 

offsets. The Corporation guaranteed the due in the tax foreclosure claim, and 

filed a motion to stay execution for the recognition of all credits and dismissal of 

foreclosure. Awaiting judgment of the motions filed by the Corporation. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the credit used, plus the restatements and penalties envisaged in 

law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 0038366-03.2010.8.26.0053 

a. Court 2nd Tax Court 
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b. Instance Court of first instance 

c. Date filed October 14, 2010 

d. Parties Plaintiff: Marfrig Global Foods S.A. 

Defendant: State of São Paulo 

e. Amounts, assets or rights 

involved 

R$13.2 million 

f. Main facts 

 

 

Action for Annulment of the Tax Liability originating from Notice of Infraction and 

Fine (AIIM) No. 3.114.734-3, which discusses the starting date for the change in 

the tax regime adopted for calculating the ICMS tax credit attributed to the 

settlement account, based on the option exercised by the taxpayer in 

accordance with Article 18, Annex III of RICMS/São Paulo. A decision was 

rendered granting the claim for interlocutory relief suspending the enforceability 

of the tax liability. Awaiting judgment. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the credit used, plus the restatements and penalties envisaged in 

law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

Tax Deficiency Notice No. 24533149 

a. Court Tax Office 

b. Instance Administrative 

c. Date filed April 25, 2011 

d. Parties Plaintiff: Tax Authority of the State of Rio Grande do Sul 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$19.7 million 

f. Main facts Appropriation of presumed ICMS tax credits in breach of that envisaged in the 

special regime of the Corporation. Administrative procedure ended. An 

injunction was filed to bring forward the due so that it will not be an impediment 

to the Corporationôs regimes. The debt will be subject to tax foreclosure, where 

motions to stay execution will be filed for acknowledging the unenforceability of 

the tax liability subject to foreclosure. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the credit plus the respective restatements and penalties envisaged 

in law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

Tax Deficiency Notice No. 3.123.212-7 

a. Court Tax Office 



Reference Form ï MARFRIG ALIMENTOS S.A. 

 

41 
 

b. Instance Administrative 

c. Date filed November 12, 2009 

d. Parties Plaintiff: Tax Authority of the State of São Paulo 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$30.6 million 

f. Main facts 

 

 

 

ICMS "Tax War" ï Undue credit arising from a tax benefit of another state that 

is not supported by the Agreement of the Council of State Treasury 

Departments (Confaz) ï State of Mato Grosso do Sul - Notice CAT 36 ï 

corresponding to the period from 01/2004 to 12/2004. The amounts recorded 

correspond to the difference between the tax stated on the merchandise receipt 

documents at the Distribution Center and the tax charged in the state of origin. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the tax credited unduly, plus the restatements and penalties 

envisaged in law. The management of the Corporation understands that the 

relevance criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made.  

 

No. 3.126.653-8 

a. Court Tax Office 

b. Instance Administrative 

c. Date filed May 14, 2010 

d. Parties Plaintiff: Tax Authority of the State of São Paulo 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$16.8 million 

f. Main facts 

 

 

 

 

ICMS "Tax War" ï Tax Deficiency Notice discussing the validity of the right to 

fully credit the ICMS federal value-added tax stated for the transactions carried 

out with suppliers from other states that granted tax benefits unilaterally without 

the approval from the Council of State Treasury Departments (CONFAZ). The 

Corporationôs argument in defense of the full credit is grounded in the 

constitutional principle of non-cumulativeness and the need for a decision via a 

direct action for the declaration of unconstitutionality (ADIN) to invalidate the 

benefit granted by the state of origin of the merchandise.  

g. Chance of loss Possible 

h. Analysis of the impact in the 

event of loss 

Payment of the tax credited unduly, plus the restatements and penalties 

envisaged in law. The management of the Corporation understands that the 

relevance criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made.  
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No. 3.145.844-0 

a. Court Tax Office 

b. Instance Administrative 

c. Date filed May 14, 2010 

d. Parties Plaintiff: Tax Authority of the State of São Paulo 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$20.6 million 

f. Main facts ICMS "Tax War" ï Undue credit arising from a tax benefit of another state that 

is not supported by the Agreement of the Council of State Treasury 

Departments (Confaz) ï States of Mato Grosso do Sul and Goias - Notice CAT 

36 ï corresponding to the period from 01/2006 to 12/2006.  

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the tax credited unduly, plus the restatements and penalties 

envisaged in law. The management of the Corporation understands that the 

relevance criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made.  

 

No. 4.007.151-0 

a. Court Tax Office 

b. Instance Administrative 

c. Date filed July 30, 2012 

d. Parties Plaintiff: Tax Authority of the State of São Paulo 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$10.4 million 

f. Main facts ICMS "Tax War" ï Undue credit arising from a tax benefit of another state that 

is not supported by the Agreement of the Council of State Treasury 

Departments (Confaz) ï States of Mato Grosso do Sul and Goias - Notice CAT 

36 ï corresponding to the period from 01/2009 to 12/2009.  

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the tax credited unduly, plus the restatements and penalties 

envisaged in law. The management of the Corporation understands that the 

relevance criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made.  

 

No. 4.011.628-1 

a. Court Tax Office 

b. Instance Administrative 
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c. Date filed October 8, 2012 

d. Parties Plaintiff: Tax Authority of the State of São Paulo 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$10.4 million 

f. Main facts ICMS "Tax War" ï Undue credit arising from a tax benefit of another state that 

is not supported by the Agreement of the Council of State Treasury 

Departments (Confaz) ï States of Mato Grosso do Sul and Goias - Notice CAT 

36 ï corresponding to the period from 01/2009 to 12/2009.  

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the tax credited unduly, plus the restatements and penalties 

envisaged in law. The management of the Corporation understands that the 

relevance criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made.  

 

No. 4.0019.894-7 

a. Court Tax Office 

b. Instance Administrative 

c. Date filed March 15, 2013 

d. Parties Plaintiff: Tax Authority of the State of São Paulo 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$35.6 million 

f. Main facts ICMS "Tax War" ï Undue credit arising from a tax benefit of another state that 

is not supported by the Agreement of the Council of State Treasury 

Departments (Confaz) ï States of Mato Grosso do Sul and Goias - Notice CAT 

36 ï corresponding to the period from 01/2009 to 12/2010.  

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the tax credited unduly, plus the restatements and penalties 

envisaged in law. The management of the Corporation understands that the 

relevance criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made.  

 

No. 554.01.2010.012768-0 (551/2010) 

a. Court 2nd Tax Court 

b. Instance Court of first instance 

c. Date filed April 9, 2010 

d. Parties Plaintiff: Tax Authority of the State of São Paulo 

Defendant: Marfrig Global Foods S.A. 
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e. Amounts, assets or rights 

involved 

R$37.2 million 

f. Main facts 

 

 

Tax Deficiency Notice 3.087.129-3 ï ICMS "Tax War" ï Undue credit arising 

from a tax benefit of another state that is not supported by the Agreement of the 

Council of State Treasury Departments (Confaz) ï States of Mato Grosso do 

Sul and Mato Grosso ï Notice CAT 36 ï corresponding to the period from 

1/2003 to 12/2003. Awaiting trial of the motions filed by the Corporation. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the tax plus the restatements and penalties envisaged in law. The 

management of the Corporation understands that the relevance criterion applies 

to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made.  

 

No. 554.01.2010.032227-2 (1450/2010) 

a. Court 1st Tax Court 

b. Instance Court of first instance 

c. Date filed September 8, 2010 

d. Parties Plaintiff: Tax Authority of the State of São Paulo 

Defendant: Marfrig Global Foods S.A. 

e. Amounts, assets or rights 

involved 

R$30.1 million 

f. Main facts 

 

 

Tax Deficiency Notice 3.097.807-5 ï ICMS "Tax War" ï Undue credit arising 

from a tax benefit of another state that is not supported by the Agreement of the 

Council of State Treasury Departments (Confaz) ï States of Mato Grosso do 

Sul and Mato Grosso ï Notice CAT 36 ï corresponding to the period from 

1/2004 to 12/2004.  Awaiting trial of the motions filed by the Corporation. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the tax plus the restatements and penalties envisaged in law. The 

management of the Corporation understands that the relevance criterion applies 

to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 2011.033852-0 

a. Court 1st Tax Court 

b. Instance Court of first instance 

c. Date filed April 23, 2012 

d. Parties 

 

 

Plaintiff: Tax Authority of the State of São Paulo 

Defendant: Marfrig Global Foods S.A. 
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e. Amounts, assets or rights 

involved 

R$22 million 

f. Main facts 

 

ICMS "Tax War" ï Undue credit arising from a tax benefit of another state that 

is not supported by the Agreement of the Council of State Treasury 

Departments (Confaz) ï State of Mato Gross - Notice CAT 36 ï corresponding 

to the period from 01/2002 to 12/2002. Tax Deficiency Notice No. 3.060.828-4. 

Awaiting the acceptance of guarantee for subsequent issue of notice of 

garnishment and opposition to stay orders for execution. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the tax plus the restatements and penalties envisaged in law. The 

management of the Corporation understands that the relevance criterion applies 

to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

 

No. 053.10.013440-0 

a. Court 2nd Tax Court of the State of São Paulo 

b. Instance Court of first instance 

c. Date filed April 30, 2010 

d. Parties Plaintiff: Marfrig Global Foods S.A. 

Defendant: Tax Authority of the State of São Paulo 

e. Amounts, assets or rights 

involved 

R$52 million 

f. Main facts Action for annulment with ordinary proceeding. Lawsuit arising from Tax 

Deficiency Notices No. 3.096.848-3; 3.055.660; 3.060.828-4 and 3.097.807-5. 

Alleged undue credit arising from a tax benefit of another state that is not 

supported by the Agreement of the Council of State Treasury Departments 

(Confaz) ï State of Mato Grosso do Sul and Mato Grosso. Awaiting judgment of 

the Appeal filed by the Corporation. 

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the credit used, plus the restatements and penalties envisaged in 

law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned No provisions have been made. 

¶  

No. 053.10.022638-0 (Tax Deficiency Notice 3.120.820-4) 

a. Court 2nd Tax Court of the State of São Paulo 

b. Instance Court of first instance 

c. Date filed July 12, 2010 

d. Parties Plaintiff: Marfrig Global Foods S.A. 

Defendant: Tax Authority of the State of São Paulo 
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e. Amounts, assets or rights 

involved 

R$15.7 million 

f. Main facts Action for annulment with ordinary proceeding. ICMS "Tax War" ï Undue credit 

arising from a tax benefit of another state that is not supported by the 

Agreement of the Council of State Treasury Departments (Confaz) ï State of 

Mato Grosso do Sul and Mato Grosso - Notice CAT 36. Awaiting judgment. 

g. Chance of loss Possible 

h. Analysis of the impact in the 

event of loss 

Payment of the credit used, plus the restatements and penalties envisaged in 

law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned  No provisions have been made. 

 

No. 053.10.003662-0 

a. Court 2nd Tax Court of the State of São Paulo 

b. Instance Court of first instance. 

c. Date filed February 5, 2010 

d. Parties Plaintiff: Marfrig Global Foods S.A. 

Defendant: Tax Authority of the State of São Paulo 

e. Amounts, assets or rights 

involved 

R$29.8 million 

f. Main facts 

 

 

Action for annulment with ordinary proceeding. ICMS "Tax War" ï Undue credit 

arising from a tax benefit of another state that is not supported by the 

Agreement of the Council of State Treasury Departments (Confaz) ï States of 

Mato Grosso do Sul and Mato Grosso ï Notice CAT 3 ï Tax Deficiency Notices 

No. 3.087.129-3, 3.055.222-9, 3.057.228-9 and 3.061.615-3. Awaiting 

judgment.  

g. Chance of loss Possible. 

h. Analysis of the impact in the 

event of loss 

Payment of the credit used, plus the restatements and penalties envisaged in 

law. The management of the Corporation understands that the relevance 

criterion applies to this proceeding due to the amounts involved. 

i. Amount provisioned  No provisions have been made. 

 

Civil 

To the best of our knowledge, on the date of this Reference Form, the Corporation did not have 

any lawsuits that were material individually. 
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4.4 Arbitration, administrative and court proceedings (not protected by absolute privilege) whose 
counterparty or parties are any current or former directors or officers or controlling shareholders 
or investors 
 
To the best of our knowledge, on the date of this Reference Form, there were no legal, administrative or 
arbitration proceedings not protected by absolute privilege in which the managers, former managers, 
controlling shareholders, former controlling shareholders or investors of the Corporation are defendants. 
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4.5 Material confidential proceedings 
 
On the date of this Reference Form, the Corporation is not aware of any confidential material proceedings 
to which the Corporation or its subsidiaries are party and that have not been disclosed in previous items 
and that could impact the activities of the Corporation and of its subsidiaries in the event of loss.  
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4.6 Recurrent or related lawsuits, administrative and arbitration proceedings based on similar 
facts and lawsuits, which are not confidential and are jointly relevant to their business 
 

¶ The Corporation and its subsidiaries are parties to lawsuits and administrative procedures that, in 

the opinion of the Corporationôs management, are considered relevant when taken together due to the 

financial aspect, since they involve historical amounts greater than R$10.0 million, and due to the impact, 

given their subject-matter, that potential unfavorable judgments could have on the operations or image of 

the Corporation. 

Tax 

Amounts involved (approximate) R$184.4 million 

Amount provisioned R$19.9 million 

Practice of the issuer or of its 

subsidiaries that caused said 

claim 

The Corporation proposed a legal measure that discusses the right for a ruling 

by the Federal Revenue Service of Brazil on the use of federal tax credits to 

pay debits in view of the requests for the reimbursement of PIS and Cofins tax 

liabilities arising from export operations using their social security debits. The 

right claimed is grounded in Article 7 of Decree/Law 2287/86, which is 

currently regulated by IN/RFB 900/2008. 

 

Amounts involved (approximate) R$292.5 million 

Amount provisioned No provisions have been made. 

Practice of the issuer or of its 

subsidiaries that caused said 

claim 

Involves the discussion of the validity of the right to fully credit the ICMS 

federal value-added tax stated for the transactions carried out with suppliers 

from other states that granted tax benefits unilaterally without the approval 

from the Council of State Treasury Departments (CONFAZ). The 

Corporationôs argument in defense of the full credit is grounded in the 

constitutional principle of non-cumulativeness and the need for a decision via 

a direct action for the declaration of unconstitutionality (ADIN) to invalidate the 

benefit granted by the state of origin of the merchandise. 

 

Amounts involved (approximate) R$21 million 

Amount provisioned No provisions have been made. 

Practice of the issuer or of its 

subsidiaries that caused said 

claim 

Use of the ICMS tax calculation regime based on the option exercised by the 

taxpayer grounded in Article 18, Appendix III of RICMS/São Paulo, as well as 

the double claim of the tax liability, since it being claimed as the base for 

crediting and at the time of its use (cumulative credit) for payment of suppliers 

upon the purchase of inputs. 
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4.7 Other material contingent liabilities 
 
To the best of our knowledge, there are no other material contingencies to which the Corporation or its 
subsidiaries are party. 
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4.8 Information on rules from the foreign issuerôs country of origin and from the country where the 
securities of the foreign issuer are held in custody: 
 

Not applicable, since the registered office of the Corporation is in Brazil. 
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5.1 Description of the main market risks 

The Corporation is exposed to market risks resulting from the natural course of its business. Such market 

risks, which are beyond the control of the Corporation, are mainly related to the possibility of exchange 

rate fluctuations, interest rate fluctuations and variations in commodity prices adversely affecting the value 

of its financial assets and liabilities or its cash flows and future earnings. 

Exchange Rate Risk 

Exchange rate risk is related to the risk of foreign exchange fluctuations leading the Corporation and its 

subsidiaries to incur losses and causing a reduction in the values of assets or an increase in the values of 

liabilities.  

The Corporationôs main current exchange rate exposure relates to the US dollar fluctuation against the 

Brazilian real. Assets and liabilities in foreign currency are presented as follows:  

 

December 31, 2013 December 31, 2012 

Effects on profit or 

loss 

(R$ thousand)    

Operating    

Trade accounts receivable  
1,179,695 797,409 (141,331) 

ACE (advance on export contracts) 
(284,392) (389,426) 28,931 

Imports payable  
(82,605) (95,457) (43,708) 

Other (14,357) (33,216) (3,324) 

Subtotal 798,341 279,310 (159,432) 

Financial 
   

Loans and financing  
(8,540,407) (9,268,121) (385,241) 

Notes payable  
(191,861) (8,013) 31,162 

Balance of banks and financial investments (1) 
737,530 323,759 (84,555) 

Other (208,223) 1,616 8,138 

Subtotal (8,202,961) (8,950,759) (430,495) 

Total (7,404,619) (8,671,449) (589,926) 

Exchange rate gains   778,261 

Exchange rate losses   (1,368,187) 

(1) Refers only to banks and financial investments that generated exchange rate gains (losses). 

Interest Rate Risk 

Interest rate risk refers to the Corporationôs risk of incurring economic losses due to adverse changes in 

interest rates. This exposure basically refers to changes in market interest rates which affect the 

Corporationôs assets and liabilities indexed to the TJLP (long-term interest rate), LIBOR (London 

Interbank Offered Rate) or CDI (interbank deposit rate), which could increase the cost of its borrowings 

and the cost of servicing debt and, consequently, its operating results. 
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The risk of exposure to interest rate for the Corporation and its subsidiaries as on December 31, 2013 

and December 31, 2012 is as follows: 

  December 31, 2012 

(R$ thousand)   

Exposure to CDI rate   

NCE (R$ and US$) / Working capital (R$) 548,353 3,612,004 

(-) CDB-DI (R$) (786) (275,987) 

Subtotal 547,567 3,336,017 

Exposure to LIBOR rate   

Prepayment (US$) 891,726 2,485,905 

Working capital (US$) 2,266 215,279 

Financing of industrial complex (US$) / Overdraft-

facility account (US$) 

806,528 946,299 

Subtotal 1,700,520 3,647,483 

Exposure to TJLP rate   

FINAME / FINEM / FINEP 51,154 85,520 

Subtotal 51,154 85,520 

Total 2,299,241 7,069,020 

 

Commodity Price Risk 

During its activities, the Corporation and its subsidiaries purchase commodities (such as cattle, grains and 

energy), which are the biggest individual components of its production cost. 

Availability and price of cattle and beef vary significantly due to such unpredictable factors as weather 

conditions, agricultural programs and policies of government around the world, changes in global 

demand, variations in the quantity of cattle available for producers, relative cost of animal feed, cattle 

diseases and changes in the standard of living. 

Maize and soya bean meal are subject to volatility resulting from weather conditions, crop yield, transport 

costs, warehousing costs, agricultural policy, exchange rates, international prices, among others, which is 

not under Managementôs control. 

Such factors may lead to periods of volatility of prices and profitability, affecting overall financial 

performance with impacts on costs and expenses as well as on prices of products. 
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Liquidity Risk and Credit Risk 

The Corporation is also exposed to liquidity risk and credit risk. 

Liquidity risk arises from the management of the Corporationôs and its subsidiariesô working capital and 

the amortization of the principal and finance charges of debt instruments. This is the risk that the 

Corporation and its subsidiaries will find in settling their maturing payables. 

The following table presents contractual terms (representing undiscounted contractual cash flows) of 

financial liabilities: 

December 31, 2013 2014 2015 2016 2017 After 2017 Total 

(R$ thousand)       

Trade accounts payable 1,596,091 - - - -  

Loans, financing and 

debentures 1,096,970 685,091 581,983 1,577,845 4,971,604 8,913,492 

Interest on debentures 26,272 - - - - 26,272 

Derivative financial liabilities 13,965 830 3,246 123,972 99,582 241,596 

Total 2,733,298 685,921 585,229 1,701,817 5,071,186 10,777,450 

 

December 31, 2012 2013 2014 2015 2016 Onwards Total 

(R$ thousand)       

Trade accounts payable 2,580,227 - - - - 2,580,227 

Loans, financing and debentures 3,558,530 3,091,092 1,709,391 1,189,075 2,689,386 12,237,474 

Interest on debentures 144,445 - - - - 144,445 

Derivative financial liabilities 44,560 7,601 163,292 - 89,116 304,569 

Total 6,327,762 3,098,693 1,872,683 1,189,075 2,778,502 15,266,715 

 

Credit risk deals with the groupôs financial losses if a client or counterpart in a financial instrument fails to 

comply with contractual obligations, which arise from most receivables. 

The maximum exposure to credit risk for the Corporation and its subsidiaries are the trade accounts 

receivable shown in note 6 to the financial statements for the fiscal year ended December 31, 2012. 

The financial assets subject to credit risk are as follows: 

 December 31, 2013 December 31, 2012 

(R$ thousand)   

Cash and cash equivalents 771,254 919,908 

Financial investments 1,041,312 2,258,286 

Receivables from Brazilian clients 1,075,602  1,391,752 

Receivables from foreign clients 875,860 401,563 

Other receivables 108,787  155,079 

Total 3,872,815 5,126,588 
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Sensitivity analysis 

To provide information about the behavior of market risks that the Corporation and its subsidiaries are 

exposed to as at December 31, 2013, three scenarios are considered and the probable scenario is the 

fair value as at December 31, 2013 and two more scenarios with deterioration of 25% and 50% of the risk 

variable taken into account, denominated as Possible and Remote, respectively. The source of 

information was Bloomberg.  

The market future curve of December 31, 2013 was applied for currencies, with notional value of 

R$/US$2.3426. 

The base prices for commodity futures are benchmarked to the prices at the Chicago Board of Trade 

("CBOT") for contracts maturing in December 2013. 

Sensitivity scenarios are as follows: 

Stress scenario ï consolidated interest rate swap 

Probable Scenario Possible Scenario Remote Scenario 

MTM Result MTM Result MTM Result 

(73,373) (23,366) (91,717) (18,343) (110,060) (36,687) 

 

In the year ended December 31, 2013, a consolidated net financial expense of R$122,819 was recorded 

from derivatives, of which R$301,607 corresponded to expenses and R$178,788 to income. 

Assets and liabilities presented in the balance sheet under ñsecurities receivableò and "securities payable" 

regarding derivative transactions, which are intended for equity hedging, are shown below: 

 December 31, 2013 December 31, 2012 

(R$ thousand)   

Swap (73,373) (236,320) 

Options (364) - 

Currency forward (5,861) - 

Futures 12,836 - 

Other - 4,017 

Total (66,762) (232,303) 

 

As for exchange rate risk, following are the sensitivity scenarios: 

Stress scenario ï foreign exchange risk in balance sheet 

12/31/2013 Probable Scenario Possible Scenario Remote Scenario 

Corporation (498,443) (202,399) (404,798) 

Subsidiaries (91,483) (1,682,811) (3,365,621) 

 (589,926) (1,885,210) (3,770,419) 
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In the probable scenario, the exchange rate exposure would generate an impact of R$589,926, while in 

the possible and remote scenarios, the impacts would be R$1,851,155 and R$3,702,310, respectively. 

With regard to commodity risk, following are the sensitivity scenarios: 

Stress scenario ï commodity derivatives consolidated 

Probable Scenario Possible Scenario Remote Scenario 

MTM Result MTM Result MTM Result 

12,836 12,836 9,627 (3,209) 6,418 (6,418) 
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5.2 ï Description of the market risk management policy  

(a) Risks for which hedge is sought 

The Corporation and its subsidiaries are exposed to market risks related to exchange rate gains (losses), 

interest rate and commodities price fluctuations. In order to minimize these risks, the Corporation has 

policies and procedures to manage these exposures and may use hedging instruments, provided they are 

first approved by the Board of Directors. 

(b) Hedging strategy 

Exposures to exchange rates are managed based on the short-term cash flow (in up to 12 months) in 

order to mitigate the net effect of the losses and gains on the financial flow, through derivative instruments 

known as Non-Deliverable Forwards (NDF). 

The Corporationôs debt hedge strategy for interest rate variations is aimed at minimizing the total average 

cost of the consolidated debt in order to protect itself from the volatility of interest rates to which its debt 

agreements are indexed. 

Exposure to prices of commodities, notably the acquisition of raw materials (cattle and grains) is managed 

according to its policy on physical inventory and the strategy is executed through anticipated purchases or 

forward contracts combined with operations in the futures market. 

(c) Hedge instruments used 

The preferred hedge instrument used is the Non-Deliverable Forward (NDF) since cash is required only 

when the operation matures or when the operation is reversed. 

To hedge against interest rate risks, swap is the derivative instrument used as it has the same 

characteristics as an NDF. 

To mitigate exposure to commodity price variations, futures contracts regulated and registered in the 

futures exchange are normally used. 

(d) Adoption of Hedge Accounting 

In November 2013, the Marfrig group adopted hedge accounting policies for financial instruments exposed to 

cash flow changes. As a result, the variations in the fair value of derivatives designated as hedge are 

recognized directly in shareholders' equity under ñother comprehensive incomeò. The amounts booked under 

other comprehensive income are immediately transferred to the income statement when the transaction 

underlying the hedge affects profit or loss. 

The Corporation documents, at the start of the operation, the relation between the hedge instruments and the 

underlying hedged items, as well as the objectives of risk management and the strategy to carry out various 

hedge operations. The documentation for operations designated as hedge accounting proves the control of the 

effectiveness and the operation, and includes the: 

¶ Hedged item; 

¶ Financial instrument; 

¶ Strategy for managing the risk to be hedged; 

¶ Effectiveness of the hedge instrument, reliably measured; 

¶ Evaluation of the hedge on an ongoing basis throughout the duration of the contract. 
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The Corporation also documents its assessment, both at the start of the hedge as well as periodically, that 

the derivatives used in the hedge operations are highly effective in offsetting the variations in the fair value 

of the underlying hedge items. Therefore, all instruments designated as hedge accounting are effective, 

highly probable and neutralize the exposure to variations in the cash flow that could affect results. 

The effectiveness of the operations is periodically controlled in a reliable and documented manner 

throughout the duration of the contract, through statistical correlation between the fair value or cash flows of 

the hedged position and the hedge instrument, or by comparing previous changes in the fair value or cash 

flows of the hedged position attributable to the hedged risk with previous changes in the fair value or in the 

cash flows of the hedge instrument. 

 

Exchange Rate Risk 

Given that approximately 78.5% of the Corporationôs revenues in the fiscal year ended December 31, 

2013 were denominated in currencies other than the Brazilian real, the Corporation has a natural hedge 

against the maturities of future obligations in foreign currency.  

The Corporation also has a sound financial policy, maintaining a high level of cash balance and short-

term financial investments with solid financial institutions.   

The Corporation believes that its and its subsidiaries' consistent financial policy, grounded in a well-

distributed capital structure, allows it to consolidate synergies achieved through the acquisitions made. 

Interest Rate Risk 

In order to reduce debt service costs, the Corporation constantly monitors market interest rates to assess 

the need for contracting new derivative operations to hedge against the risk of interest rate fluctuations. 

The Corporation contracted non-speculative swaps to minimize the effects of interest rate fluctuations on 

the settlement of its loans and financing, as shown below:  

Instrument Register Maturity Receivable Payable 

Notional Value in 

US$ (2) 

Notional Value in 

R$ (2) MTM (1) 

        

Interest rate swap CETIP 2014 Libor USD 45,714 107,090 -928 

Interest rate swap 
CETIP 2016 Libor USD 95,673 224,124 14,642 

Interest rate swap 
CETIP 2016 Libor USD 100,000 234,260 -3,246 

Interest rate swap 
CETIP 2017 R$ USD 288,547 675,950 -123,972 

Interest rate swap 
OTC 2017 USD R$ 364,538 853,968 144,051 

Interest rate swap 
CETIP 2018 R$ USD 99,711 233,584 -100,996 

Interest rate swap 
OTC 2018 Libor USD 132,500 310,395 355 

Interest rate swap 
OTC 2019 Libor USD 

187,500 439,238 -3,279 

     1,314,184 3,078,608 -73,373 

(1) This amount is calculated using the "Mark to Market" (MtM) method, plus any premium, which consists of calculating the future value based on 

contracted conditions and determining the present value based on market curves, extracted from Bloomberg and BM&FBovespa database. 
(2) The notional value is not related to a hedge transaction, but it is only the basis for payment flows, which are linked to Libor (London Interbank 

Offered Rate), which is fixed.  
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Commodity Price Risk 

So as to reduce the impact over commodities, the Corporation manages inventory levels, keeps cattle in 

feedlots and trades derivative financial instruments in the futures market. 

The Corporation purchases financial instruments to reduce the price risk related to the needs for 

commodities within 12 months. A substantial part of these hedge instruments come from the futures 

market, with the Chicago Board of Trade (CBOT) as counterparty. 

Following is the position of derivatives related to commodity risks: 

Register Futures Contract Maturity 

Notional Value 

in US$ (2) 

Notional Value 

in R$ (2) MTM (1) 

Result on 

12.31.2013 

       

CBOT Fuel 2014 3,100 7,263 258 258 

CBOT Soybean 2014 6,112 14,317 2,495 2,495 

CBOT Soybean 2015 1,016 2,381 113 113 

CBOT Corn 2014 18,685 43,772 9,449 9,449 

CBOT Corn 2015 2,605 6,102 439 439 

CBOT Wheat 2014 62 144 27 27 

CBOT Finished cattle 2014 2,376 5,566 55 55 

   33,956 79,546 12,836 12,836 

 

Liquidity Risk and Credit Risk 

In relation to liquidity risk, the Corporation and its subsidiaries manage their capital based on parameters 

to optimize the capital structure focused on liquidity and leverage metrics that enable a return for 

shareholders over the medium term, consistent with the risks assumed in the transaction. 

The Corporation and its subsidiaries limit their exposure by analyzing credit and managing their client 

portfolio in order to minimize the economic exposure to a certain client and/or market that may represent 

significant losses. 

The purpose of capital management is to define the best financing structure for the Corporation and its 

subsidiaries. 

The main indicators for monitoring such management are the modified immediate liquidity ratio, which is 

the ratio between cash and cash equivalents and the leverage ratio - current indebtedness (short term) 

and the leverage ratio - monitoring the ratio of net debt (total debt indebtedness less cash and cash 

equivalents) to EBITDA at levels considered to be manageable for continuity of operations. 

Based on the analysis of these indices, the management of working capital is defined so as to keep 

Corporationôs and its subsidiariesô natural leverage at levels equal to or lower than the leverage ratio 

deemed adequate. 

Regarding the Corporationôs credit risk management, the Global Credit Risk Policy determines guidelines 

based on the following: 

¶ Limit of counterpartyôs credit risk concentration to 15% of total current assets; 



Reference Form ï MARFRIG ALIMENTOS S.A. 

 

60 
 

¶ Investments in solid and prime financial institutions, based on their financial rating; 

¶ Balance between assets and liabilities. 

Evaluations are based on information flows and monitoring of the volume of purchases in the market. The 

internal controls cover the assignment of credit limits.  

(d) Parameters used to manage these risks 

The parameters used to calculate exposures are based on quantitative risk models. One of the measures 

adopted by the Group is VaR (Value at Risk), which expresses the maximum potential loss in a time 

horizon of 1 day and a confidence factor of 99%. 

Additionally to VaR, stress tests are performed for unexpected losses in a horizon of 1 day resulting from 

nonrecurring events. Each parameter for measurement of maximum losses is monitored daily and 

adjusted to the respective different risk limits determined previously by the Finance Committee. 

The parameters defined above are actively used to monitor the exposure to exchange rate risks and 

commodity price risks. 

¶ Exposures to exchange rate are mapped on a weekly basis according to the origin of exposure: 

by cash flow or book balance in the balance sheet, and segregated according to time horizons: in 

up to 12 months and after 12 months. The hedge operations are executed on the net amount of 

the foreign exchange exposure (gain and loss, receivable and payable), subject to the limits 

defined and through instruments previously approved the Finance Committee. 

¶ Exposures to commodity price variations are mapped into two groups: Grains and Cattle, due to 

the different market behavior for each group. The exposures under each group are determined on 

a weekly basis for a six-month horizon by the physical flow of origination and the projections of 

physical purchases. The hedge operations are executed on the net value of the physical 

exposure (inventory and purchases), subject to the limits and the minimum and maximum 

quantities established by the Finance Committee, as well as the instruments previously approved. 

¶ Exposures to interest rates are evaluated individually and occasionally according to the 

respective contracts that originate such exposures. Interest rate hedges are executed on the 

principal amount of the contract, subject to the strategies defined by the Finance Committee. 

(e) If the issuer trades financial instruments with objectives other than hedge, and what are 

these objectives 

The Corporation does not enter into leveraged transactions with derivatives or similar instruments that do 

not offer a minimum protection against its exposure to other currencies, and also adopts a conservative 

policy of not entering into transactions that could affect its financial position.  

(f) Organizational structure to control risk management 

The Corporationôs Board of Directors is responsible for approving the Risk Management Policy prepared 

by the Finance Committee and monitoring compliance with this policy, verifying classification of the global 

limits established. The Executive Board is responsible for evaluating the positioning of the Corporation for 

each mapped risk, in accordance with the guidelines issued by the Board of Directors. It is also 

responsible for approving: 

¶ the action plans defined for keeping the risks within the established limits; 
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¶ the performance indicators used for risk management; 

¶ the overall limits per risk class; 

¶ the evaluation of the recommendations for improving this Policy. 

The Finance Committee is responsible for executing the Risk Management Policy, focusing on (i) the 

supervision of the risk management process; (ii) the planning and verification of impact of the decisions 

implemented; (iii) the approval of hedge alternatives; (iv) the monitoring of risk exposure levels and 

compliance with the Policy; (v) the monitoring of the performance of hedge operations via specific reports; 

(vi) the evaluation of scenarios to apply to the operations, cash flow and debt of the Corporation. 

(g) Adjustments to the operational structure and internal controls for verification of the 

effectiveness of the policy adopted 

Each Business Division of the Corporation has a Finance Department, which, within the scope of its 

responsibilities, maps and reports exchange exposures (onȤbalance sheet and offȤbalance sheet) to the 

Chief Financial and Investor Relations Officer of the Corporation. 

After formalizing the hedge operation with the counterparty, each Business Division is responsible for 

recording the derivative in the respective books, always marking it to market.  

Part of the Annual Internal Audit Plan involves conducting verifications and conformity tests at the 

Business Divisions to verify compliance with procedures, controls and hedge operations with the Market 

Risk Policy. 

The Corporationôs operational structure designated for managing and controlling the market risks consists 

of professional with the required academic background and market experience in risk control and 

derivatives trading. 

The internal system controls that sustain the quantitative risk models VaR, Stress Test and capture of the 

derivative instruments for the hedge operations are designed to comply with the Risk Management Policy 

in effect.  
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5.3 Significant changes to the main market risks 

In the last fiscal year, there have been no significant changes in the main market risks affecting the 

Corporation or in the policies adopted to manage such risks. 
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5.4 Other material information 

There is no further information the Corporation deems relevant to report in relation to item 5 other than 

that already described in this Reference Form. 
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6.1 / 6.2 / 6.4 Incorporation, duration and date of registration of the issuer at the CVM 

 

Incorporation date June 6, 2000 

Form of incorporation  Became a corporation on March 26, 2007. 

Country of incorporation Brazil 

Duration Indefinite 

CVM registration date June 18, 2007 
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6.3 Brief history 

 

2013 

Marfrig Global Foods S.A. is a Brazilian multinational public corporation operating in the food and food 

services industry in Brazil and abroad. It is engaged in the production, processing, marketing and 

distribution of food made from animal proteins (beef, pork, lamb, poultry and processed products) and the 

distribution of other food products (frozen foods, cold cuts and sausages, fish, ready-to-eat meals, pasta, 

sweets, margarine) and semi-finished or finished leather. 

Headquartered in the city of São Paulo, the Corporation operates nationwide in Brazil as well as in 16 

other countries through 78 production units and distribution centers. It is present on five continents, 

employs over 45,000 direct employees and exports products under renowned brands to more than 110 

countries, including Europe, the Middle East, Asia, Oceania and the Americas. 

The Corporationôs history began in 1986, when Mr. Marcos Ant¹nio Molina dos Santos opened his first 

business at the age of 16, and only two years later had already become an important distributor of beef, 

pork, poultry and fish, in addition to imported frozen vegetables, to a wide range of clients in the state of 

São Paulo, including prominent restaurants. In 1998, he began operating his first Distribution Center in 

Santo André, São Paulo to meet the growing demand for his food products.  

In 2000, the founding-partners incorporated Marfrig Frigoríficos e Comércio de Alimentos Ltda. (which 

would later become Marfrig Frigoríficos e Comércio de Alimentos S.A., then Marfrig Alimentos S.A. in 

2009, and then Marfrig Global Foods S.A. in 2014) and leased the first slaughter and processing plant in 

Bataguassu (which was later acquired) in the state of Mato Grosso do Sul. Marfrig became a Corporation 

on March 26, 2007, and on June 18, 2007 obtained its registration with the Securities and Exchange 

Commission of Brazil (CVM), holding its Initial Public Offering (IPO) on June 29, 2007, on the Novo 

Mercado listing segment of the BM&FBOVESPA.  

Since then, as part of the strategy to further diversify geographically and across proteins, Marfrig started a 

series of acquisitions of assets, companies and brands, which totaled more than 40 operations. 

On the date of this Reference Form, the Corporation has an annual production capacity of 903,000 tons 

of industrialized food, and annual slaughtering capacity of 5 million head of cattle, 500 million head of 

chicken, 5 million head of turkeys and 3 million head of sheep. This production platform provides the 

Corporation with the capacity for significant growth, in addition to protecting it from the risks inherent to 

the industry. 

As part of its constant efforts to add value to its business, the Corporation made a significant divestment 

in 2013, selling the Seara and Zenda business units for R$ 5.85 billion. The payment was made through 

the assumption, by the acquirer, of the debts of the units sold and of Marfrig itself, which led to a 

significant reduction in the Corporationôs leverage. 

The divestment of these assets was guided by the strategy of simplifying and optimizing the Corporation's 

organizational structure and reducing the need for financial resources, while benefiting from the lower 

leverage and greater focus on the core business through a more robust capital structure. Management 

believes the continuous improvement in internal processes will enable the Corporation to attain higher 

levels of efficiency and cost control, which, coupled with a result-driven management that is committed to 

profitable growth, will drive profitability and cash generation. 
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The Marfrig Group consists of three business segments, each with its own product line and regional 

footprints that complement each other to form a comprehensive product portfolio and diversified 

production platform with a global footprint: 

¶ Marfrig Beef: The Marfrig Beef business unit is the pioneer in marketing and promoting beef and 

lamb in the Brazilian market, with sizeable expertise in the food service segment in Brazil and 

strong presence in the export market, where it is equally recognized for the quality of its premium 

products. Its international operations in South America are focused on exports of premium beef 

cuts and on leveraging the strategic position it enjoys in Uruguay, which gives Marfrig Beef 

access to leading consumer markets around the world. 

¶ Moy Park: The Keystone business unit is a supplier of food made from animal protein to 

major global restaurant chains, with its operations concentrated in the United States and 

Asia. Focused on innovation and committed to the highest food safety and quality standards, 

it combines its vast expertise in the food industry with a strong focus on clients to offer a 

complete mix of fresh and frozen products. At its advanced research and development 

center, Keystone has developed some of the most admired items on menus of global 

restaurant and fast food chains, as well as processes that ensure that the demands of the 

market and clients are fully met. 

The Corporation is confident that it is on the right path towards achieving its long-term objectives of 

building a food company that is a benchmark for sustainability, with increasing and sustainable margins, 

and creating value for the production chains and for its shareholders. 
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6.5 Principal corporate transactions of the issuer, its subsidiaries and affiliated companies 

 

2013 

Event Sale of companies and material assets ï sale of Seara Brasil and Zenda by Marfrig 

to JBS S.A. 

 Main business terms On June 7, 2013, Marfrig Global Foods S.A. (current name of Marfrig Alimentos S.A.) and 

JBS S.A. entered into an Agreement for the Purchase and Sale of Ownership Interest and 

Other Covenants, which established the terms and conditions for sale by Marfrig of: (i) 

certain equity interests in group companies, represented by the Seara Brasil business unit 

to JBS, including the entire equity interest held in the publicly held company Excelsior 

Alimentos S.A.; and (ii) the sale by Marfrig of 100% of the capital it holds in the leather 

business of the Marfrig Group in Uruguay to JBS. 

The Board of Directors of Marfrig, in a meeting held on June 9, 2013, at 5 p.m., approved 

the execution of the Agreement for the Purchase and Sale of Ownership Interest and 

Other Covenants with JBS S.A.  

The sale price of Seara Brasil and Zenda was fixed at R$ 5.85 billion and will be paid via 

the assumption by JBS of debt held by Marfrig. All conditions precedent for the execution 

were met, including approvals from antitrust authorities in Brazil and Europe.  

The transaction in question was completed on September 30, 2013, upon conclusion of 

the negotiations and due transfer of the companies. 

Companies involved Seller: Marfrig Global Foods S.A. Buyer: JBS S.A. 

Intervening consenting parties: FB Participações S.A., MMS Participações S.A., Marcos 

Antonio Molina dos Santos and Marcia Aparecida Pascoal Marçal dos Santos. 

Companies sold: see companies listed in the table below. 

Effects of the 

operation on the 

Corporationôs 

shareholding 

structure 

The companies listed in the table below are no longer part of the Marfrig Group. There 

was no change in the shareholding structure of Marfrig Global Foods S.A., the parent 

company.   

Corporate structure 

before and after the 

operation 

The following table shows the companies that are no longer part of the Marfrig group after 

the operation. The companies that remained in the Marfrig Group and are part of the 

current corporate structure are described in the organization chart on item 8.2 of this 

Reference Form. 

 

Companies that are no longer part of the Marfrig Group 

after the operation. 
Corporationôs direct and indirect stake 

Secculum Participações Ltda. 100% 

União Frederiquense Participações Ltda. 100% 

Frigorífico Mabella Ltda. 100% 

Brusand Ltd. (Bermudas) 100% 

MBL Alimentos S.A. 100% 

Parc Castell Limited (Jersey) 100% 

MAS do Brasil Partici. Ltda. 100% 
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Companies that are no longer part of the Marfrig Group 

after the operation. 
Corporationôs direct and indirect stake 

MAS Frangos Participações Ltda. 100% 

Braslo Produtos de Carnes Ltda. 100% 

Penasul UK Ltd. (UK) 100% 

Valores Catalenes S.A. (Panama) 100% 

Penasul Alimentos Ltda. 100% 

Agrofrango Ind. e Com. de Alimentos Ltda. 100% 

Protinal Participações Ltda. 100% 

Penasul (Southeast) Ltd. (UK) 100% 

Houtingdon Poultry Ltd. (UK) 100% 

Penasul Trading Ltd. (UK) 100% 

Penasul East Anglia Ltd. (UK) 100% 

Ipumirim Ltd. (UK) 100% 

Garibaldi Poultry Ltd. (UK) 100% 

Roca Sales Ltd. (UK) 100% 

Huntingdon Frozen Foods Ltd. (UK) 100% 

Caxias do Sul Ltd. (UK) 100% 

Penasul Europe Ltd. (UK) 100% 

DaGranja Agroindust. Ltda. 100% 

Ibirapuera Avícola Ltda. 100% 

Baumhardt Comércio e Particip. Ltda. 73.94% 

Excelsior Alimentos S.A. 71.11% 

Athena Alimentos S.A. 100% 

Seara Holding (Europe) B.V. 100% 

Babicora Holding Part. Ltda. 100% 

Seara Alimentos Ltda. 100% 

Seara International Ltd. (Cayman) 100% 

Seara Food Europe Holding B.V. 100% 

Seara Meats B.V. 100% 

92 License B.V.s 100% 

Seara Japan Ltd. 100% 

Seara Singapore Pte. Ltd. 100% 

Seara Iberia, S.L. 100% 

Columbus Netherlands BV 100% 
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Companies that are no longer part of the Marfrig Group 

after the operation. 
Corporationôs direct and indirect stake 

Gideny S.A. 100% 

Zendaleather Ltd. (Hong Kong) 100% 

Zendaleather S.A. (Argent) 100% 

Zendaleather S.A. (Uruguay) 100% 

Fort Royal International Inc. (Panama) 100% 

Comercial Zenda Leather Ltda. (Chile) 100% 

Trim S.A. (Uruguay) 100% 

Vanykel S.A. (Uruguay) 100% 

Zendaleather Co. (USA) 100% 

Zendaleather S.A. de C.V. (Mexico) 100% 

Climert Investments S.A. 100% 

Servicios Integrales S.A. de C.V. (Mexico) 100% 

Cavendish Trade Finance LLC (Houston TX) 100% 

Zendaleather (PTY) Limited (S. Africa) 100% 

Zendaleather Represent. Office (China) 100% 

Zendaleather GmbH (Germany) 100% 

 

2012 

Event Sale of companies and material assets ï operations and businesses related to the 

logistics, distribution and global management of the transport of goods of Keystone 

Foods LLC. and McKey Luxembourg S.à.r.l. 

 Main business terms On February 13, 2012, Keystone Foods LLC. and McKey Luxembourg S.à.r.l signed a 

final, irrevocable and binding agreement for the sale of the logistics services business 

specializing in serving the quick service restaurant industry in the United States, Europe, 

the Middle East, Oceania and Asia of its subsidiary Keystone Foods LLC. to The Martin-

Brower Company, LLC. 

The sale was approved (i) on March 23, 2012, by the debenture holders at the General 

Meeting of Debenture Holders (1st and 2nd Series of the 3rd Issue of Simple Non-

Convertible Debentures),  and (ii) on April 24, 2012, by the Board of Directors of the 

Corporation. 

The sale was concluded on April 30, 2012, with the payment of US$400.4 million by The 

Martin-Brower Company, LLC. 

The total amount was broken down and paid as follows: (i) US$390.1 million paid on the 

date of closing of the deal; (ii) US$4.0 million paid on August 30, 2012, after all the terms 

and local authorizations related to the operating assets in Dubai and United Arab Emirates 

had been obtained; (iii) US$6.3 million paid on September 28, 2012, after certain legal 

provisions related to the operating asset in Malaysia had been met. 

Companies involved Keystone Foods LLC. and McKey Luxembourg S.à.r.l. (sellers) and The Martin-Brower 

Company, LLC (buyer). 
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Effects of the 

operation on the 

Corporationôs 

shareholding 

structure 

After said divestment, the Corporation ceased to be a shareholder in the following 

companies: Mckey Distribution Pty Ltd (Australia), Korea Food Services Corp. (South 

Korea), Mckey Distribution New Zealand Ltd (New Zealand), STI Freight Management 

GmbH (Germany) (and all its subsidiaries), KW Services SAS (France) and all its 

subsidiaries, Keystone Distribution Holdings UK Ltd (and all its subsidiaries) and Center of 

Excellence LLC (USA), STI Middle East LLC (UAE) and Allied Keystone Logistics (Dubai). 

The Corporation also divested the material assets of Mac Food Services SDN BHD in 

Malaysia.   

Corporate structure 

before and after the 

operation 

Below is a description of the change, on account of the Keystone companies that were 

acquired by Marfrig, as per the event of June 14, 2010, and their assets sold to The 

Martin-Brower, pursuant to this operation. 

 

Companies belonging to the Group 

before the operation 

Corporationôs 

direct and 

indirect stake 

Companies belonging to the Group 

after the operation 

Corporationôs 

direct and indirect 

stake 

McKey Lux Holdings S.a.r.l. (Lux.) 
100.00% McKey Lux Holdings S.a.r.l. 

(Luxembourg) 

100.00% 

McKey Lux S.a.r.l. (Luxembourg) 100.00% McKey Lux S.a.r.l. (Luxembourg) 100.00% 

MFG (USA) Holdings, Inc. (USA) 100.00% MFG (USA) Holdings, Inc. (USA) 100.00% 

Gadsden St. Station Holdco LLC (USA) 100.00% Gadsden St. Station Holdco LLC (USA) 100.00% 

Keystone Foods Holdco LLC (USA) 100.00% Keystone Foods Holdco LLC (USA) 100.00% 

Gadsden Steele Station, LLC (USA) 100.00% Gadsden Steele Station, LLC (USA) 100.00% 

Keystone Foods Intermediate LLC 

(USA) 

100.00% 
Keystone Foods Intermediate LLC (USA) 

100.00% 

Mckey Distribution Pty Ltd (Australia) 100% McKey Lux. Holdings APMEA S.a.r.l 100.00% 

Korea Food Services Corp. (South 

Korea) 

25% 
Mac Food Services SDN BHD (Malaysia) 85.00% 

STI Middle East LLC (United Arab 

Emirates) 

49% 
Keystone Foods Pty Ltd (Australia) 100.00% 

STI Freight Management Gmbh 

(Germany) 

24.3% 
Keystone Foods (AP) Ltd. 100.00% 

Allied Keystone Logistics (Dubai) 26% McKey Food Services (Thailand) Ltd. 51.00% 

KW Services SAS 70%   

Mckey Distribution New Zealand Limited 100%   

Keystone Distribution Holdings UK Ltd 100%   

Center of Excellence LLC (USA) 10.8%   

McKey Lux. Holdings APMEA S.a.r.l 100.00%   

Mac Food Services SDN BHD 

(Malaysia) 
85.00%   

Keystone Foods Pty Ltd (Australia) 100.00%   

Keystone Foods (AP) Ltd. 100.00%   

McKey Food Services (Thailand) Ltd. 51.00%   
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Event Asset swap with BRF - Brasil Foods S.A. and Sadia S.A. 

 Main business terms On December 8, 2011, on the one hand, BRF ï Brasil Foods S.A. Sadia Alimentos S.A. 

and Sadia S.A. and on the other, the Corporation, signed a binding document aiming to 

establish the main terms and conditions of an asset swap transaction to fulfill the 

provisions in the Performance Commitment Agreement signed by BRF, Sadia and CADE, 

the Brazilian antitrust authority. 

On March 20, 2012, Marfrig, BRF and Sadia signed an Asset Swap Agreement and Other 

Covenants to establish the main terms and conditions to execute the asset swap 

transaction. 

The swap was approved (i) on May 11, 2012, by the debenture holders at the General 

Meeting of Debenture Holders and (ii) on May 23, 2012, by CADE. 

(The swap transaction was concluded on June 13, 2012, with the transfer (i) on one hand, 

by Marfrig, of its entire stake in the capital stock of Quickfood S.A., equivalent to 90.05%, 

to BRF, and (ii) on the other, by BRF, of the stake held by Sadia S.A.: Athena Alimentos 

S.A. (100%), Excelsior Alimentos S.A. (46%), and Baumhardt Com. e Part. Ltda. (73.9%), 

which holds 25.1% stake in the capital of Excelsior Alimentos S.A., for a total direct and 

indirect stake of 64.57% in Excelsior Alimentos S.A. The Corporation also undertook to 

pay BRF the sum of R$350 million, guaranteed by the fiduciary sale of properties. 

Companies involved Marfrig Alimentos S.A. Quickfood S.A. BRF ï Brasil Foods S.A. Sadia S.A. Sadia 

Alimentos S.A. and Excelsior Alimentos S.A. 

Effects of the 

operation on the 

Corporationôs 

shareholding 

structure 

Consequent to the asset swap, the Corporation became a shareholder in the following 

companies: Athena Alimentos S.A. (100%), Excelsior Alimentos S.A. (46%), and 

Baumhardt Com. e Part. Ltda. (73.9%), held 25.1% in the capital stock of Excelsior 

Alimentos S.A. Thus, the Corporation holds a direct and indirect stake of 64.57% in 

Excelsior Alimentos S.A. 

On the other hand, Quickfood S.A., located in Argentina, which was earlier held by the 

Corporation (90.05%), no longer belongs to the group. 

Finally, the Corporation created Marfrig Argentina S.A. (99%), for the purpose of receiving 

the assets related to the beef packing business in Argentina, which were not included in 

the swap operation and which consist of employees, certain brands, herd of cattle, 

ownership of seven beef packing units in Argentina and a stake in the subsidiary Estancia 

del Sur. 

Corporate structure 

before and after the 

operation 

The following table shows the companies that are part of the group after the operation. It is 

also worth noting that Quickfood S.A. ceased to be a part of the group under the terms of 

the swap operation. 

 

Companies that became a part of the Group after said 

operation. Direct and indirect stake of the Corporation. 

Athena Alimentos S.A.  100.00% 

Excelsior Alimentos S.A. (directly and indirectly through 

Baumhardt Com. e Part. Ltda.) 

64.57% 

Baumhardt Com. e Part. Ltda. 73.9% 

Marfrig Argentina S.A. 99.78% 
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2011 

Event Merger of Keystone Foods International Holdings LLC 

Main business terms The Extraordinary Shareholdersô Meeting held on March 1, 2011, approved and concluded 

the merger of Marfrig Alimentos S.A. and its wholly-owned subsidiary, Keystone Foods 

International Holdings LLC. As a result of the Merger, Marfrig replaced its investments in 

Keystone Foods International with its net assets, after which the latter was dissolved. The 

Merger did not result in any changes in the net equity of Marfrig and, consequently, no 

new shares were issued, effectively eliminating any need to establish a share swap ratio. 

The Merger resulted in the combination of the Parties into a single company, promoting 

synergies between their operations and rationalizing administrative costs. 

Companies involved Marfrig Alimentos S.A. (merging company) and Keystone Foods International Holdings 

LLC (merged company). 

Effects of the 

operation on the 

Corporationôs 

shareholding 

structure 

Keystone Foods International Holdings was merged with the Corporation and, 

consequently, was dissolved. 

Corporate structure 

before and after the 

operation 

Keystone Foods International Holdings was dissolved on account of the merger.  

 

Event Restructuring of subsidiaries 

Main business terms On June 28, 2011, the Board of Directors of Marfrig approved the proposal for an 

ownership restructuring of its subsidiaries to make McKey Luxembourg Holdings APMEA 

S.à.r.l. a wholly-owned subsidiary of McKey Luxembourg S.à.r.l. There was no change to 

the final control structure of the companies, as both remain subsidiaries of Marfrig.  

Companies involved McKey Luxembourg S.à.r.l. and McKey Luxembourg Holdings APMEA S.à.r.l. 

Effects of the 

operation on the 

Corporationôs 

shareholding 

structure 

The Corporation, which earlier held full ownership of Mckey Luxembourg Holdings APMEA 

S.à.r.l., transferred its entire stake to Mckey Luxembourg S.à.r.l, as a result of which 

Mckey Luxembourg Holdings APMEA S.à.r.l. became its wholly-owned subsidiary, as 

shown in the organizational chart in item 8.2 of this Form. 

Corporate structure 

before and after the 

operation 

There was no sale or acquisition of new companies or assets and hence there was no 

change in the corporate structure, except as described in the item above. 
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6.6 Disclosure of petitions for bankruptcy based on material amounts or court-supervised or out-
of-court reorganizations 

 

No such petitions for bankruptcy or court-supervised or out-of-court reorganizations had been filed by or 

against the Corporation on the date of this Reference Form. 
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6.7 Other material information. 

 

There is no additional information that the Corporation deems material in relation to item 6 that has not 

been disclosed in the other items of this Reference Form. 

 
 

  



Reference Form ï MARFRIG ALIMENTOS S.A. 

 

75 
 

7.1 Overview of the business activities of the Corporation and subsidiaries 
 
7.1. Describe briefly the activities of the issuer and its subsidiaries 
 

The Corporation is a publicly held Brazilian multinational operating in the food and food service industry in 
Brazil and abroad, whose corporate purpose, as per Article 3 of its Bylaws, is as follows:  

¶ the commercial exploration of meatpacking activities, which include the processing of cattle, 

horses, pigs, goats, lamb/sheep, poultry and buffalos, and the further processing and marketing 

of edible or non-edible animal products and byproducts, including, but not limited to, the 

processing and marketing of leather products and byproducts in own or third-party 

establishments; 

¶ the purchase, sale, distribution, agency, import and export of food products in general, including 

alcoholic and non-alcoholic beverages, and other products;  

¶ the purchase and sale of cattle, horses, pigs, goats, lamb/sheep, poultry and buffalos;  

¶ the supply of labor to other companies;  

¶ the commercial exploration of agricultural activities;  

¶ the holding of ownership interests, as partner or shareholder, in other commercial or civil 

companies;  

¶ the distribution and marketing of food products in general;  

¶ the production, distribution and marketing of soaps, detergents, washing preparations, 

disinfectants, softeners and other cleaning and hygiene products;  

¶ the cogeneration, production and marketing of energy and biodiesel;  

¶ conducting transactions in the financial markets and in the carbon market;  

¶ the marketing and production of vegetable-based products, including their derivatives and 

substitutes; animal feed, preserves, canned food and fats; and  

¶ the transportation of its own and third-party products; agency and other related activities, and any 

other activity required to fulfill its corporate purpose. 

The Corporation may also engage in other business activities that are associated with the corporate 
purpose expressed in Article 3 of its Bylaws. 
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7.2 Information on operating segments 
 
(a) Products and services sold 

Marfrig is a Brazilian multinational company engaged in the production, processing and marketing in 
domestic and foreign markets of diversified food products, with a focus on products made from animal 
proteins. 

We have developed a business model that is integrated and diversified across various geographic regions 
and with production bases located in places that offer significant competitive advantages and a 
distribution network with access to the worldôs major consumer markets. 

With approximately 45,000 employees, the Marfrig Group is the largest lamb producer in South America, 
the second largest poultry producer in the United Kingdom and the largest private company in Uruguay 
and Northern Ireland. 

The Corporation has an integrated and geographically diversified business model that is formed by 78 
production units, distribution centers and offices located in 16 countries in South America, North America, 
Europe, Oceania and Asia. 

Due to the strategic location of our industrial facilities in South America, we benefit from low production 
costs due to the high availability of land and the long tradition of the production of livestock for slaughter 
in these regions, which results in competitive prices and higher export volumes.  

Given the strategic location of its units and its vast distribution network with access to key channels and 
consumer markets, the Corporation believes it has a unique exposure mix in the industry that is well 
diversified in terms of production, origin of sales and profitability, as well as in terms of its footprint in both 
emerging markets (more accelerated growth with some volatility in profitability) and mature markets (more 
predictable growth with better visibility of profitability as well). 

We believe we have a group of regionally strong brands of excellent quality and consistency in food 
products and that our solid reputation and the excellent recognition of our brands allow us to build long-
term relationships with our clients. 

We are strategically organized into three business units based on geographic region and with their own 
structures and professionals: Marfrig Beef, Keystone and Moy Park. 

Moy Park is the United Kingdom's second largest integrated system for the production of poultry-based 
prepared food products. With a strong presence throughout Europe and in the food service and retail 
channels, Moy Park produces and distributes prepared and processed food products made from chicken, 
turkey, beef and pork, as well as products made from vegetables and bread, such as hamburgers, 
vegetarian snacks and donuts. 

In 2013, the business unit accounted for 25% of the net revenue of the Corporation. 

Keystone is a global Business Unit dedicated to producing and developing multi-protein foods to serve 
major global restaurant chains and has a strong presence in Asia and the United States. With a culture of 
innovation and a firm commitment to the highest standards in food safety and quality, it combines vast 
expertise in the food industry with a strong focus on clients to offer a complete range of fresh and frozen 
products. With an advanced research and development center, Keystone has developed some of the 
most admired items on the menus of global restaurant and fast-food chains, as well as processes that 
ensure the market's and its clients' needs are fully met. 

In 2013, the business unit accounted for 29% of the net revenue of the Corporation. 
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Marfrig Beef is the Corporationôs business segment that combines the operations for the development 
and production of food products made from beef and lamb, as well as of leather products. Created to 
improve the operating efficiency of the Marfrig Groupôs main production platforms in Brazil, Argentina, 
Uruguay and Chile, Marfrig Beef offers premium-quality products and a model based on sustainable 
development, which includes pioneering environmental preservation programs throughout its production 
chain. Its main brands are Bassi, Palatore, La Morocha, Aberdeen Angus, Viva and Tacuarembó. 

The cattle and lamb/sheep production programs implemented by Marfrig Beef with its suppliers feature 
high standards and broad scope and give cattle producers access to the latest techniques in sustainable 
production, which ensures that clients and consumers receive standardized, safe and environmentally 
correct products of exceptional quality.   

Marfrig Beef is a major global producer of beef and a prominent South American producer of lamb. In 
2013, Marfrig Beef accounted for 46% of the Corporationôs consolidated net revenue. 
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(b) Revenue from the segment and its share of net revenue 

Net revenue from operations of the Corporation in fiscal years 2013, 2012 and 2011 amounted to 

R$18,752.4 million, R$16,516.4 million and R$21,014.1 million, respectively. The following table details 

the net revenues of each business division in each of the following periods: 

 12/31/2013 
Reclassified 
12/31/2012 

12/31/2012 12/31/2011 

(R$ million) 
Net 
Revenue 

% of the 
total 

Net 
Revenue 

% of the 
total 

Net 
Revenue 

% of the 
total 

Net 
Revenue 

% of the 
total 

Keystone and Moy Park 10,095.2 53.8% 8,889.1% 53.8% 15,974.3 67.3% 13,366.6 63.6% 

Marfrig Beef 8,657.2 46.2% 7,627.3 46.2% 7,752.1 32.7% 7,647.5 36.4% 

Total Net Revenue 18,752.4 100.0% 16,516.4 100.0% 23,726.4 100.0% 21,014.1 100.0% 

 

(c) Profit or loss from the segment and its share of the net income of the issuer 

Net income from the operations of the Corporation in fiscal years 2013, 2012 and 2011 amounted to 

R$(897.1) million, R$(233.2) million and R$(746.7) million, respectively. The following table provides the 

operating results of the Corporation by each business division in each of the periods mentioned: 

 12/31/2013 12/31/2012 12/31/2011 

(R$ million) Net Revenue % of the total Net Revenue % of the total Net Revenue % of the total 

Keystone and Moy Park (722,203) 80.51% (78,271) 33.56% (30,192) 4.04% 

Marfrig Beef (191,390) 21.33% (145,631) 62.44% (715,820) 95.87% 

Interest of controlling 
shareholder 

(913,593) 
101.84% 

(223,902) 
96.00% 

(746,012) 
99.91% 

Interest of minority 
shareholders 

16,505 
-1.84% 

(9,329) 
4.00% 

(671) 
0.09% 

Net income in the period 
before interests 

(897,088) 
100.00% 

(233,231) 
100.00% 

(746,683) 
100.00% 
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7.3 Information on products and services related to the operating segments 
 
(a) Characteristics of the production process 

Marfrig Beef 

Raw Material 

The following figure shows the beef production process of the Corporation: 

 

LEGENDA: 

Cria Ą Breeding 
Recria Ą Raising 
Engorda Ą Finishing 
Confinamento Ą Feedlot 
Produtor Ą Cattle producer 
Ciclo completo Ą Complete cycle 
Abate Ą Processing 
Sebo Ą Tallow 
Farinhas (carne ou osso) Ą Meal (meat or bone) 
Couro Ą Leather 
Desossa Ą Deboning 
Míudos Ą Offals 
Casco e Chifre Ą Hoof and horn 
Triparia Ą Viscera 



Reference Form ï MARFRIG ALIMENTOS S.A. 

 

80 
 

Sangue Ą Blood 
Curtume Ą Tannery 
Ind. Quimica Ą Chemical Industry 
Ind. De Cosmeticos Ą Cosmetics Industry 
Ind. Farmaceutica Ą Pharmaceutical Industry 
Fábrica de Sabão Ą Soap Plant 
Sal Mineral Ą Mineral Salt 
Fábrica de Ração Ą Feed Plant 
Ind. Calçados Ą Footwear Industry 
Ind. Alimenticia Ą Food Industry 
Ind. Moagem Ą Crushing Industry 
Ind. Artesenal Ą Handicraft Industry 
Ind. Embutidos Ą Cold Cuts Industry 
Ind. Esportiva Ą Sports Industry 
Ind. Produtos Cirurgicos Ą Surgical Products Industry 
Biodigestor Ą Biodigester 
Beef Jerky Ą Beef Jerky 
Porcionado Ą Portioned Cuts 
Industrializados Ą Processed Foods 
Enlatados Ą Canned Foods 
Carne Fresca Ą Fresh Meat 
*************** 
 
 
The acquisition of raw materials represented approximately 70% of the costs of goods sold in the beef 
operations in 2013. Except for our feedlot operations, the Corporation does not have any livestock raising 
operations. We acquire cattle from more than 20,000 producers in Brazil, Argentina and Uruguay, which 
is transported in own or third-party vehicles to our plants where they are slaughtered, deboned and 
processed. We acquire cattle from producers located within a maximum radius of 300 km from our plants 
in order to minimize transportation costs and improve the quality of the meat by reducing the stress to 
which the cattle is subjected. 
 
Our cattle buyers are located in the main production regions in Brazil, Argentina and Uruguay and visit 
finishing pastures to buy cattle in the spot market. They are trained to select high quality animals free of 
disease and we continuously monitor their performance. The animals are purchased based on our 
rigorous selection process from select, registered suppliers. Our suppliers must provide documentation 
concerning the quality of their activities and guarantees that the use of antibiotics and agricultural 
chemicals complies with the standard recommendations made by manufacturers. 
 
The purchases are negotiated under two types of terms: (i) at term, with payment within 30 days of 
delivery, and (ii) at spot, with payment against delivery with a discount of up to 4% on the negotiated 
price, depending on market conditions at the time of purchase. Our strategy is to reduce our purchase 
costs by favoring spot purchases whenever the discount is financially attractive to us. In line with industry 
practices, we do not enter into longȤterm agreements for the purchase of cattle. Historically, the price of 
the cattle has varied substantially. The supply and price of cattle are affected by factors such as land 
prices, weather conditions and producersô access to capital. Supply is also affected by cyclical periods 
under which a high rate of slaughter of reproductive cows results in a lower supply of calves in 
subsequent periods. During these periods, cattle prices tend to rise and a process to rebuild the beef 
cattle herd starts until an equilibrium point is once again reached. 
 
The Corporation also has cattle feedlot operations in Brazil, Argentina and Uruguay. In these operations, 
lean cattle are acquired around three months prior to slaughter. The animal remains confined for these 
three months, receiving feed until it reaches the ideal weight for slaughter. Feedlots ensure a better 
supply of cattle and control of prices during the off-season, when there is a reduction in pasture areas and 
consequently a reduction in the supply of cattle for slaughter. 
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We also acquire carcasses from third parties. In these operations, the animals are slaughtered by third 

parties and Marfrig only purchases the carcass. This decision is essentially an economicȤfinancial one in 
which the most profitable alternative is evaluated.  
 
We believe we can pass on increases in cattle prices to the final consumer in each of our markets, since 
the prices of our beef products tend to vary in proportion to the variations in cattle prices. 
 
We do not raise sheep on our properties. All sheep used in our products are acquired from third parties. 
The slaughter of sheep typically occurs between October and March. We produce fresh and processed 
lamb products for the domestic and export markets. 
 

Processing Units and Processed and Prepared Products Units 

Our plants use modern equipment or are undergoing modernization and have the capacity to customize 
the production and packaging of our products. We currently offer customized products to large domestic 
and international clients. The design of our plants prioritizes worker safety to ensure compliance with all 
regulations and standards and reduce the risk of occupational accidents. Our plants are also designed to 
reduce product waste and adapt disposal to the applicable environmental regulations. 

Our entire animal protein production process is subject to controls for livestock raising and food safety 
procedures. Our plants operate under strict food safety rules and quality assurance requirements in every 
step of the production process and we are committed to providing animals with adequate treatment during 
slaughter. We always comply with all requirements of our domestic and international clients and with 
Brazilian and foreign safety standards. 

The plants are designed for processing, deboning, cut preparation (traditional, special and export), 
packing and transportation activities, which may be carried out for our distribution centers or for direct 
shipment to clients. Our plants are also able to produce cooked frozen beef, beef portions, canned 

products, readyȤtoȤeat products and beef jerky. 

The processing plants also make use of the leather of the slaughtered cattle, which is removed from the 
carcass in the slaughter rooms and sold to local tanneries. As part of the process to integrate the beef 
chain and increase the profitability of cattle production byproducts, in the second half of 2007, we began 
tannery activities in Promissão, São Paulo, with the capacity to process 2,000 articles of leather per day, 
and increasing our capacity in 2010 with the opening of a new tannery in Bataguassu with the capacity for 
5,000 articles per day. 
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Leather 

 

Legenda:  

Subprodutos Ą Byproducts 
Abate Ą Slaughter 
Processo Ą Processing 
Couro fresco ou salgado Ą Fresh or salted leather 
Sebo Ą Tallow 
Garra Ą Claws 
Cabeça e dorso Ą Head and trunk 
Descarnes Wet Blue Ą Wet Blue Drop Splits 
Pré-Descarne Ą Pre-fleshing 
Depilação Ą Depilation 
Descarne Ą Fleshing 
Divisão Ą Splitting 
Curtição Ą Tanning  
Classificação Ą Classification 
Gotejamento Ą Dripping 
Tingimento Ą Dyeing 
Secagem Ą Drying 
Couro inteiro Wet Blue Ą Wet Blue Full Leather 
Estuco Ą Stucco 
Desbaste Ą Trimming 
Pintura/Top ĄPainting/Top 
Gravação ĄRecording 
Corte Ą Cutting 
Perfuração Ą Perforating 
Laminação Ą Rolling 
Retalhos Ą Flaps 
Kits pré-cortados de couro Ą Pre-cut Leather Kits 
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****************** 

Our beef production complies with the requirements of the tracking system of the Ministry of Agriculture, 
Livestock and Supply (MAPA), which allows the cattle to be tracked from birth to slaughter. The MAPA 
also established rules for monitoring each stage of the production process to ensure the cattle is 
vaccinated and inspected by a veterinarian before being transported to slaughter. Under Brazilian law, we 
must have a MAPA inspector located at each of our plants. These inspectors are responsible for verifying 
compliance with minimum sanitary conditions, including those related to the conditions of our plants, the 
tracking of meat products and the placing of seals on containers for export, which facilitates export 
clearance procedures at ports. 

All our plants are authorized for export by the MAPA, with the plants located in Promissão, Bataguassu, 
Tangará da Serra, Paranatinga, Capão do Leão and Mineiros also authorized to export to European 
Union member countries. The plant in Promissão, São Paulo is also authorized to export cooked frozen 
beef to the United States, Canada and Japan, which do not suffer from this type of restriction. 

All our plants have steam generation units that provide the hot water required for production. The steam 
generation units do not produce electricity, but rather reduce its consumption.  

The following table presents the evolution in our cattle and sheep slaughter operations in the respective 
periods: 

Head (ó000) December 31, 

 2013 2012 2011 2010 

Cattle     

Brazil 2,569 2,416 2,582 2,653 

Argentina 326 451 549 570 

Uruguay 418 453 448 503 

Total cattle 3,312 3,320 3,579 3,726 

Sheep     

Uruguay 45 55 54 98 

Chile 117 123 161 163 

Brazil 52 101 119 105 

Total sheep 213 279 334 366 

Total Marfrig Beef 3,526 3,599 3,913 4,092 

 

The production capacity of our plants is the product of our slaughtering capacity, our deboning capacity, 
our storage capacity and the availability of trained staff. Typically a plant can increase its production 
capacity not just by increasing its deboning capacity, but also by increasing its slaughtering capacity or by 
buying carcasses from third parties. 

Other beef byproducts: 

In addition to fresh and processed beef, we produce for sale in the domestic and export markets all parts 
of the cattle. The products we sell include: 

¶ Tallow (fat): chemicals, cosmetics and pharmaceutical industries, feed plant 
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¶ Meal (meat or bone): mineral salt and feed plant 

¶ Offals: cosmetics, footwear and food industries 

¶ Hoof and horns: milling, chemicals and handicraft industries 

¶ Guts: cold cut and sausages, sports and surgical product industries 

¶ Blood: pharmaceutical industries; feed plant; biodigester 

 
Keystone and Moy Park 
 
Raw Material 
 

Poultry  
 

Our chicken operations are 100% integrated in Europe and partially integrated in the United States and 
Asia. We raise poultry and have parent stocks, hatcheries and animal feed plants and produce fresh and 
processed broilers for the domestic and export markets. In the beginning of the poultry production cycle, 
the Corporation purchases eggs and chicks. The eggs are sent to our hatcheries and the chicks are sent 
to grandparent stock farms. The entire cycle, from birth to reaching the ideal weight for slaughter, takes 
approximately 43 days. Parent stock produces fertilized eggs that can be incubated and generate day-old 
chicks used in poultry products. The poultry farms are located close to the slaughter plants. The broilers is 
slaughtered and may be sold whole or in parts. We also produce processed products made from chicken. 
All products are sold in the domestic and export markets. 
 
We acquire grain (soybean and corn) from third parties, which is used to make poultry feed. Acquisitions 
are made in the spot market in cash or in the future markets through operations on the BM&FBovespa 
S.A. ï São Paulo Securities, Commodities and Futures Exchange. The grain is sent to our feed factories 
and the final product (feed) is sent to the farms. The acquisition of grain in the futures market is an 
economic decision that considers the best costȤbenefit tradeoff. The decision is made upon analysis of 
supply and demand, price fluctuations, the economic scenario, weather conditions and other variables. 
 
The total cost of raw materials (grain and feed inputs) represented approximately 14.8% of the cost of 
product sales in poultry operations in 2013. 
 
Processing Units and Processed and Prepared Products Units  
 
The Corporation has 78 production and processing units in 16 countries. In June 2010, the Corporation 
launched turkey operations in Europe through OôKane Poultry, located in Northern Ireland, with slaughter 
capacity of 20,000 turkeys per day. 
 
Our plants are designed for raising grandparent stocks, parent stocks and hatcheries, as well as for 
slaughter, deboning and preparation of cuts (traditional, special and export), processed products, packing 
and transportation activities, which may be carried out for our distribution centers and for direct shipment 
to clients. We believe our geographically diversified operations help limit the potential impact on our 
revenue sources that could be caused by restrictions imposed through any sanitary or trade barriers. 
 
The following table presents the evolution in our poultry and pig processing operations: 
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Head (ó000) December 31, 

 2012 2011 2010 

Chicken    

Brazil 621,984 643,305 574,001 

Europe 212,379 208,355 188,083 

USA 181,637 175,946 45,477 

Asia, Middle East and Africa 20,048 13,032 - 

Total chicken 1,036,048 1,040,638 807,561 

Total pigs 3,217 2,753 2,625 

Total turkeys 1,046,141 1,049,555 816,176 

 
The following table shows the slaughter performance of our continued operations: 
 
 

Head (ó000) December 31, 

 2013 Cont. 2012 Cont. 

Chicken   

Brazil - - 

Europe 229,528 212,379 

USA 187,991 181,637 

Asia, Middle East and Africa 6,828 11,612 

Total chicken 424,347 405,628 

Total pigs - - 

Total turkeys 1,582 1,565 

 

(b) characteristics of the distribution process 

The distribution process has the same characteristics in the Marfrig Beef segment: 
 
In addition to direct distribution by operating units, the Corporation has its own Distribution Centers (DC). 
The trucks owned by the Corporation are equipped with modern logistics systems for optimizing routes 
and allocating products based on delivery schedules. The Corporation's retail clients include Wal-Mart, 
P«o de A­¼car, Tesco, Carrefour, Waitrose, Sainsburyôs, Sodexho, Sendas, Sonda and Accor and its 
industrial clients include Kraft, ConAgra Foods, Nestlé, Heinz, Marba and Hormel Foods. 
 
In the Food Service segment, which involves distribution to restaurants and fast food chains, the 
Corporation has significant market share in the states of São Paulo and Rio de Janeiro, with a portfolio of 
brands that are well known and have won awards in Brazil and around the world. It also imports and 
distributes to the retail industry a large volume of special beef cuts and other food products such as 
mutton cuts, special beef cuts (e.g. rump cover (picanha), rib eye (bife ancho), sirloin strip steak (bife de 
chorizo), salmon and fish, and frozen pre-cooked potatoes. The client base of this unit includes 
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restaurants and fast food chains such as Fogo de Ch«o, Habibôs, KFC, Porc«o, Barbacoa, Outback, 
Montana Grill and Churrascaria Novilho de Prata.  
 
The Corporation hires third-party transporters to deliver containers with its products to ports for export. 
Exports are carried out through the Port of Santos in the state of São Paulo and, to lesser extent, through 
the ports of Paranaguá and Itajaí in the states of Paraná and Santa Catarina, respectively. 
 
We export our products to over 150 countries. Our geographic diversification allows us to minimize 
sanitary risks and trade barriers. We have an in-house sales team for export sales. We also have trading 
subsidiaries, namely, Weston in the United Kingdom and Quinto Cuarto in Chile.  
 
The Corporation has professionals trained in sales and export assistance and is studying the possibility of 
opening new sales offices in other countries to increase export sales and expand its portfolio of 
international clients. 
 
We sell our products abroad through various distribution channels, which include national and regional 
retailers from importing countries (supermarket chains, independent retailers, buying clubs and 
distributors), food processors and companies in the food service industry (distributors of food products, 
fast food chains, restaurants and hotels, among other institutional clients). 
 
(c) characteristics of operating markets 

(i) share in each market 

Marfrig Beef 

 

Marfrig will continue to benefit from its leadership position and the excellent animal health conditions in 

Uruguay to boost exports. Uruguay is currently authorized to export beef to countries that still have 

restrictions on beef imports from Brazil and Argentina. 

 

(ii) Competitive conditions in markets 
 
We operate in highly competitive industries and face competition from local and global companies in the 
various countries where we operate, whether in the production, processing and marketing of products, or 
with regard to the quality and cost of raw materials and labor. 
 
South America enjoys competitive advantages in the animal protein industry, given its lower land, labor 
and raw material costs compared to other countries. 
 
Marfrig Beef 
 
Besides the abundance of land and labor, Brazil has the second-largest commercial beef herd in the 
world and is one of the worldôs largest grain producers, according to the United States Department of 
Agriculture. 
 
The main competitors of the Marfrig Beef segment in each market are: 
 

¶ Brazil: Brasil Foods, JBS, Minerva and BRF. 
 

¶ Argentina: JBS and Cargill. 
 

¶ Uruguay: JBS through the meatpacker Canelones, Minerva through the meatpacker Pulsa, and 
meatpackers San Jacinto Nirea and Matadero Carrasco. 

 
  



Reference Form ï MARFRIG ALIMENTOS S.A. 

 

87 
 

Moy Park and Keystone: 
 
The Corporationôs international business units compete against local and global companies (e.g. Cargill, 
JBS, Tyson Foods). The main competitors by market are: 
 

¶ Europe: 2 Sisters, Doux, Grampian and Charoen Pokphand Foods. 

¶ USA: Cargill, Tyson Foods, Smithfield Foods, Swift & Co. (JBS), OSI and Golden State Food 

¶ Other Markets: Australian Meat, Teys Bros and Nippon Meat Packers. Cargill, Tyson Foods, 
Smithfield Foods, Swift & Co. (JBS) and Golden State Food 

 
(d) Seasonality 

In the domestic market, our fourth quarter is generally the strongest due to the higher demand for our 
products. Our exports are not substantially affected by seasonality, partially because seasonal buying 
patterns vary in accordance with the particular export market. However, net sales in specific export 
markets sometimes vary in accordance with the season. In the Middle East, for example, there is a 
decrease in net sales during the Ramadan and summer season. Note that the Corporation observes and 
tracks the seasonal fluctuations but there is no calculation of the impact of seasonality. In general, we 
have observed the following seasonal fluctuations: 
 

Marfrig Beef 
 
Beef 
 
In countries where cattle farming is extensive, such as Brazil, Argentina and Uruguay, the high season is 
usually connected to weather conditions. During the dry season, between August and October, it is 
normal to see a decrease in the supply of cattle for slaughter due to reductions in pasture areas. This 
decrease has been partially offset by using cattle from feedlot operations (final fattening in last three or 
four months before slaughter). Although seasonality does exist in raw material purchasing, there is no 
significant impact on the Corporation's sales. 
 
Lamb 
 
In Uruguay and Chile, the sheep slaughter operations are typically seasonal. Animals are slaughtered in 
the hottest seasons of the year, from October to March. During colder times of the year, the amount of 
pastureland decreases with no animals slaughtered in this period (April to September). 

 
(e) Main inputs and raw materials: 

(i) Description of relationships with suppliers, including if they are subject to government control 
or regulation, indicating the applicable agencies and legislation 

According to the Brazilian Association of Meat Exporters (ABIEC), even though it accounts for 
approximately 7% of cattle purchases in the Amazon biome and operates only six plants in the Legal 
Amazon (two in the state of Mato Grosso, three in the state of Rondônia and one in the state of Pará), the 
Corporation, aware of the risk posed by predatory cattle operations, has implemented a pioneering 
satellite monitoring system to combat deforestation, the invasion of indigenous lands and environmental 
preservation areas and to combat slave labor at 100% of its cattle suppliers in the Legal Amazon. In this 
region, Marfrig currently monitors: 
 
Å 100% of its suppliers for areas banned by IBAMA; 

Å 100% of its suppliers for conflicts in indigenous areas; 

Å 100% of its suppliers for slave labor; 

Å 100% of the origin of animals regarding preservation areas; 

Å 100% of the origin of animals regarding illegal deforestation. 
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Another measure taken by Marfrig to promote good environmental practices with its suppliers in the Legal 
Amazon is to encourage farmers to obtain their Rural Environmental Registration (CAR) and Single 
Environmental License (LAU) in the state of Mato Grosso and their Environmental Licensing for Rural 
Properties (LAPR) in the state of Rondônia. So far, 84 supplier farms in these two states have obtained 
these important environmental licenses. 
 
Marfrig has also developed and incorporated other innovative actions into its social and environmental 
monitoring processes in the Amazon biome, including: 
 

¶ Contract with the NGO Aliança da Terra for social and environmental registration of suppliers 

rural properties. This registration follows the same profile as the Rural Environmental Registration 

(CAR). 

¶ Incentives for environmental legalization through the direct subsidy of 40% of the cost of 

registration of their suppliers in the CAR system. 

¶ Dialogue with producers, producer associations and agriculture federations to promote and 

support the registration of suppliers in the CAR system. 

¶ Involvement of federal authorities, such as FUNAI and INCRA, where requests were filed for 

information on land conflicts and invasions of indigenous lands and protected areas. 

¶ Improvements in the purchasing system of the Corporation that requires checking the List of 

Banned Areas of IBAMA and the list of properties involved in slave labor of the Ministry of Labor 

and Employment for all cattle purchases, with the acquisition immediately blocked if the supplier 

appears on one of the lists. 

¶ Incentive and recognition of the efforts of producers that adopt best practices in their social and 

environmental processes, such as the sustainable cattle production promotion "Ponha a Pecuária 

Sustentável em Campo," which awarded 11 producers in the Legal Amazon with trips to the FIFA 

World Cup in South Africa. 

 
The suppliers of the Corporation are subject to the inspection agencies and the respective laws applicable 
in the jurisdictions where they operate and which could include periodic inspections by federal, state and 
municipal authorities, as well as a broad array of regulations in the food industry, especially in Brazil, 
under the countryôs National Health Surveillance Agency (ANVISA). 

 
(ii) Dependence on few suppliers 

On the date of this Reference Form, we have no one supplier that represents more than 10% of our costs. 

(iii) Volatility in prices 

The raw materials purchased by the Corporation, such as corn, wheat, soy meal, cattle and broilers, are 
commodities and are subject to price variations in domestic and international markets. 

The price of cattle and poultry acquired from third parties is directly related to market conditions and is 
impacted by internal availability and the level of demand in domestic and international markets. 

Meanwhile, corn, wheat and soy meal prices are subject to volatility generated by weather conditions, 
crop output, freight costs, storage costs, agricultural policy, exchange rates, international price quotes and 
other factors. 
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To reduce the impact of commodities, the Corporation manages its inventory levels, maintains cattle 
feedlot operations and trades cattle and grain on the BM&FBOVESPA. 

Note that since we are a geographically diversified Corporation, other factors not mentioned, such as tax 
benefits, monopolies or oligopolies, subsidies, dependence on technology and special legislation, do not 
influence our operations and/or markets where we operate. 
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7.4 Clients accounting for over 10% of total net revenue 
 
(a) total revenues from the client 

In the fiscal year ended December 31, 2013, sales to the 10 largest clients of the Corporation 

corresponded to 42.5% of its net sales, compared to 39.7% in the fiscal year ended December 31, 2012. 

On December 31, 2013, the 10 largest clients of the Corporation accounted for around 50.4% of its net 

sales in the domestic market, of which just one client accounted for 20.2% of the total net sales, or 

R$3,786.1 million, compared to 17.8%, or R$2,935.7 million, on December 31, 2012. 

(b) operating segments affected by revenues derived from the client 

All of the operating segments of the Corporation, namely, Marfrig Beef, Moy Park and Keystone, are 

affected by revenues derived from clients in Beef, Lamb, Leather, Poultry, Pork, Prepared and Processed 

products. 
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7.5 Material effects of government regulations on business activities 
 
(a) Operating licensing requirements and background on relations with government agencies 
in connection with licensing processes 
 
We are subject to extensive legislation and regulation in Brazil and the other domestic markets in which 
we operate, as well as the countries to which we export. Our main activities (production, processing and 
marketing of food products in domestic and export markets) and our facilities are regulated and regularly 
supervised by the federal, state and local governments in Brazil and by the governments of the domestic 
markets in which we operate, and are subject to comprehensive regulations and inspections regarding the 
processing, packaging, storage, distribution, advertising and labeling of our products, including food 
safety standards. Our exports are frequently inspected by food safety authorities, with any breach verified 
during the inspections potentially resulting in the return and/or partial or total destruction of the lot, and in 
costs arising from delays in the delivery of products to our clients. 
 
The Corporation gives priority to compliance with health and environmental laws in the regions where it 
operates, including those laws regarding the obtaining, maintaining and renewing of its licenses. The 
Corporation complies with the health and environmental laws and rules laid down by governments in the 
regions where it operates in all their relevant aspects and, as of the date of this Reference Form, it had 
not incurred any significant problems with the authorities. 
 
(b) Environmental policy and costs incurred to comply with environmental regulations and, as 
applicable, other environmental practices, including adherence to international environmental 
protection standards 
 
One of our major priorities is strict compliance with all sanitary and environmental laws effective in Brazil, 
whether at the federal, state or municipal levels, including maintaining our licenses in effect. 
 
In 2013, the Corporation invested a total of R$46.7 million in environmental programs and initiatives. The 

following table shows the types of initiatives and the amount invested by each business segment in 

environmental prevention, maintenance and compensation. 

 Breakdown of Environmental Investments (R$ million) 

 Marfrig Beef Moy Park Keystone Consolidated 

Total investment in environmental prevention actions 8.9 - - 8.9 

Total investment in environmental maintenance actions 2.1 28 7.3 37.4 

Total investment in environmental compensation actions 0.4 - - 0.4 

Total 11.4 28 7.3 46.7 

 
We believe that we are substantially in compliance with Brazilian sanitary and environmental laws and 
rules. 
 
Regulations of the Ministry of Agriculture, Livestock and Supply 

Our operations related to the meat processing and further processing in Brazil are subject to a number of 
regulations imposed by the Ministry of Agriculture, Livestock and Supply (MAPA) and other state or local 
authorities regarding the processing, packing, storage, distribution, advertising and labeling of products, 
including our commitment to safety standards. In recent years, sanitary practices and procedures in the 
processing industry have undergone more comprehensive audits supervised by MAPA. Each of our 
facilities in which such activities are performed must be previously licensed by authorities and maintain a 
specialized technician in charge at each unit. All beef products must be registered with MAPA. 
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Environmental Legislation 
 
To control the environmental impact of our operations, we maintain processes for preventive maintenance 
in our equipment and filters, as well as programs for the efficient use of water. 
 
We evaluate, on a regular basis, the environmental impact of our products, processes, operations and 
services in order to determine those that may cause significant environmental damage. Our 
environmental management programs aim to identify opportunities to improve production processes and 
avoid the occurrence of environmental impacts and/or lawsuits. 
  
As for environmental responsibility, Marfrig has always followed a rigorous policy of acquiring cattle only 
from farms that are registered and regulated by the federal environmental agency IBAMA (IBAMA 
Ordinance 19 of July 2, 2008 and Decree 6321 of December 21, 2007) and works proactively to remove 
from its list of cattle suppliers any producers that do not comply with regulations by consulting the list of 
farms engaged in slave labor practices published by the Ministry of Labor and Employment (MTE) 
(Ordinance 540/2004 of October 15, 2004). 
 
The procedures adopted by the Corporation include requesting Environmental License, verifying the 
regular status of properties registered at IBAMA (with daily monitoring of the list of banned farms), 
verifying the registry of rural properties and any other environmental documents as required, as well as 
setting up Internal Environmental Committees at all units to uphold the principles of environmental 
information and prevention. 
 
Furthermore, in December 2007, Marfrig implemented a Code of Ethics that establishes parameters for its 
relations with suppliers and includes detailed verification of the implementation of its terms. To ensure 
awareness of and compliance with these rules, regular meetings are held with employees and suppliers, 
as well as with the evaluation committees. The ñDisque Den¼nciaò whistleblowing channel was created for 
making denouncements and as an additional method for monitoring commercial relations with partners. 
 
 
Environmental Licensing 
 
Brazilôs environmental legislation mandates that operations deemed effectively or potentially polluting or 
that in any way degrade the environment must obtain prior environmental licensing. This procedure is 
required for both the initial installation and operation of the enterprise, as well as for any expansions, with 
the licenses issued requiring periodic renewal. According to Resolution 1/1986 issued by the National 
Environmental Council (ñCONAMAò), the environmental licensing of certain activities that alter the 
environment, as described therein, are subject to Environmental Impact Assessments (EIA) and 
Environmental Impact Reports (RIMA). Moreover, Federal Law 9985/2000, regulated by Federal Decree 
6848/2009, regulates the National Conservation Unit System (ñSNUCò). According to the law, in cases of 
the environmental licensing of enterprises with significant environmental impact, the entrepreneur must 
support the creation of and maintain conservation units through payment of environmental compensation, 
whose value is established proportionally to the environmental impact caused by the enterprise based on 
the EIA/RIMA. Brazilôs federal environmental agency IBAMA is responsible for calculating the 
environmental compensation, with its value set at from 0 to 0.5% of the total costs expected for the 
installation of the enterprise.  
 
The power to license enterprises with national or regional environmental impact rests with IBAMA. In 
other cases involving local impacts, this power rests with the state and local environmental agencies.  
 
The environmental licensing process basically comprises the issuance of three licenses, all of which are 
valid for a certain period: preliminary license, an installation license and an operating license. Each is 
issued in accordance with the implementation phase of the enterprise and their validity depends on 
compliance with the conditions established by the licensing environmental agency. The lack of an 
environmental license, regardless whether the activity has caused effects on the environment, 
characterizes an environmental crime with violators subject to administrative penalties such as fines that, 
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at the federal level, could reach R$10.0 million (which may be doubled or tripled in the event of 
recurrence) and the suspension of operations. 
 
Any delays or rejections by the environmental agencies in the issuance or renewal of such licenses, as 
well as any impossibility faced in complying with the requirements established by such agencies in the 
course of the environmental licensing process, could hinder, or even prevent, depending on the case, the 
installation and operation of our projects. 
 
Environmental regulations also impose a number of obligations, such as the appropriate disposal of waste 
products and obtaining authorizations for drawing water from and discharging wastewater into the 
environment. 
 
(c) Dependence on patents, brands, licenses, grants, franchises, and material royalty agreements 
for the development of business activities 
 
The Corporation and its subsidiaries hold various registrations for brands at the National Industrial 
Property Institute (INPI), as indicated in item 9.1 (b) of this Reference Form. Our main brands are duly 
registered under the services and products classes related to our activities. Brands and requests for 
brands are carefully monitored by the Corporation. 
 
The Corporation had no dependence on brands, licenses, grants, franchises, and material royalty 
agreements for the development of its business activities. 
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7.6 Countries from which the Corporation derives substantial revenues 

 
(a) revenue derived from clients attributed to the country where the issuer is headquartered 

and their share of the issuerôs total net revenue 

 
2013 

2012 

Reclassified 
2012 2011 

(R$ thousand, except percentages)   

Net sales revenue in Brazil 14,090,500 12,731,572 12,034,318 13,240,546 

Total net sales revenue 18,752,376 16,516,366 23,726,394 21,014,111 

% of total sales 75.14% 77.08% 50.72% 63.01% 

 

(b) revenue derived from clients attributed to each foreign country and their share of the 

issuerôs total net revenue 

The Corporation exports its products to over 140 countries in five continents. Due to the number of 

countries involved, a breakdown of the net revenue of the Corporation by continent is provided below: 

Export revenue by region 2013 % total Net Revenue 2012 % total Net Revenue 2011 % total Net Revenue 

Europe 1,823,195 8.68% 1,709,002 8.13% 3,022,860 14.38% 

Asia 1,005,476 4.78% 421,590 2.01% 1,500,260 7.14% 

South/Central America 475,331 2.26% 696,726 3.32% 721,809 3.43% 

Middle East 750,817 3.57% 382,696 1.82% 1,299,188 6.18% 

Russia 321,154 1.53% 364,309 1.73% 690,800 3.29% 

Africa 60,276 0.29% 35,244 0.17% 264,098 1.26% 

North America 217,853 1.04% 167,818 0.80% 267,726 1.27% 

Oceania 7,772 0.04% 7,409 0.04% 6,824 0.03% 

Total Export Market 4,661,875 22.18% 3,784,793 18.01% 7,773,565 36.99% 

Total Net Sales Revenue 18,752,376 100% 16,516,366 100% 21,014,111 100% 
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7.7 Impact of foreign regulations on the Corporationôs activities 
 

The Corporation is subject to the specific regulations in each of its main export markets, as identified in 
item 7.6 of this Reference Form, which could adversely affect its capacity to export its products and 
consequently affect its future financial performance. The main regulatory points of the countries to which 
the Corporation exports its products and that could adversely affect it are presented below. 

 
Beef  
 
Trade Restrictions and Sanitary Risks 
 
The international beef market is divided into the Pacific bloc (North America, Central America, Australia, 
New Zealand and Far East) and the Atlantic bloc (Europe, Arica, Middle East and South America). This 
division reflects the historic and geographic bonds and certain sanitary criteria. The Pacific bloc prohibits 

imports of beef (except for processed and preȤcooked products) from countries or regions where there are 
active vaccination programs against footȤandȤmouth disease. Europe allows fresh beef imports from 
certain regions of countries that have already been affected by the disease, since the exporting regions of 
those countries have not been directly affected. However, the European Union restricted the free trade of 
fresh beef through an import quota system and also banned imports of beef from the United States, which 
is treated with hormones and steroids. Therefore, the European Union restricts beef from the United 
States, which is treated with hormones to promote growth, citing health concerns. 
 
In 2008, the European Union restricted beef imports from Brazil, citing failures in the tracking system (in 
other words, the registration and identification of the cattle and buffalo herd in the country to track the 

animal from birth to slaughter, providing reports to support the decisionȤmaking process regarding the 
quality of the national and imported herd). Since 2008, various technical visits were made by European 
authorities to inspect and assess the tracking system in Brazil. Sanitary risks involve outbreaks of 
diseases in the cattle. Sanitary bilateral agreements vary among countries. Outbreaks of diseases may 
create trade barriers among nations. The main outbreaks of diseases in cattle are: 
 

¶ Foot and Mouth Disease (or F&M disease): a contagious disease that affects cattle and pigs. 
The virus is transmitted by air, water and food. The affected animals have high fevers and 
wounds in their mouths and feet. Despite not affecting human beings, the outbreak of the 
disease, when detected, may cause the imposition of sanitary barriers by some countries. The 
F&M disease is endemic in diverse parts of Asia, in a large part of Africa and the Middle East. In 
Latin America, the majority of the countries was declared free of the F&M disease with 
vaccination, by the World Organization for Animal Health (OIE) and is known to be free of the 
F&B disease with or without vaccination. Moreover, the disease is endemic in only a few 
countries. Brazil is divided into zones according to the status of vaccination. At present, Australia, 
New Zealand, Indonesia, North and Central America and Center-East Europe are free of the F&B 
disease. Nevertheless, the disease may break out sporadically in non-contaminated areas.  

 

¶ Bovine spongiform encephalopathy (BSE): BSE is a progressive and fatal disease that affects 
the nervous system of cattle. The disease has a long incubation period and there is currently no 
treatment or vaccine available for it. The OIE has established an official standard for the sanitary 
status of countries and zones. According to OIE, the risk of countries like Argentina, Paraguay 
and Uruguay contracting BSE is negligible. Brazil has a controlled risk of BSE transmission, but 
its classification is under review and it is expected that this risk is reclassified as negligible as the 
country has complied with all of OIEôs requirements and is considered a less vulnerable country 
to the disease, since its cattle roams free on pastures and is fed with vegetable feed that does not 
contain animal byproducts. 
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Trade restrictions and sanitary risks of exports from Brazil 
 
The same factor that gives the country one of its most important competitive advantages ï low production 
costs ï is also the main reason for Brazilian beef being subject to trade restrictions in some major 
international countries.  
 
Regulatory risks are important considerations in the meat sector of any country. Brazil has sanitary 
regulations that take into account regional differences. This method of regulation is called zoning (or 
regionalization) and establishes that, in the event of disease in the territory of a certain country, the 
geographic location of the disease is taken into account, with the country able to continue exporting 
products (of animal and vegetal origin) in the regions free from the disease.  
 
Foot and Mouth Disease: Brazil is divided into zones regarding the presence of the disease. In the last 
seven years, Brazil has made great progress in the control of foot and mouth disease, especially 
considering that almost all of Brazil was affected by the disease in 1998. According to the Ministry of 
Agriculture, Livestock and Supply (MAPA), 75% of Brazilian cattle is free from foot and mouth disease. 
This success is due to government efforts to eradicate the disease and the increased concerns of the 
Brazilian cattle producers, which resulted in higher vaccination levels. MAPA has developed the National 
Program for the Eradication and Prevention of Foot and Mouth Disease as part of its goal to limit the 
disease in South America, in accordance with the Hemispheric Plan for the Eradication of Foot and Mouth 
Disease. It is important to note that the disease is an issue related to animal health and does not affect 
human beings. Fresh beef exports are limited during outbreaks to avoid economic losses in export 
markets. 
 

Trade restrictions and sanitary risks of exports from Argentina 
 
Sanitary risks: The outbreak of diseases such as foot and mouth disease may create trade barriers and 
impact the exports of the country. 
 
Trade barriers: The economic crisis has caused actions by some governments to increase protectionism 
to protect their local economies. Trade barriers and subsides to the sector by importing countries may 
affect Argentine exports and decrease the competitive advantage of its products. 
 

Trade restrictions and sanitary risks of exports from Uruguay 
 
Sanitary risks: The outbreak of diseases such as foot and mouth disease may create trade barriers and 
impact the exports of the country. 
 
Trade barriers: The economic crisis has caused actions by some governments to increase protectionism 
to protect their local economies. Trade barriers and subsides to the sector by importing countries may 
affect Uruguayan exports and decrease the competitive advantage of its products. 
 

Poultry  
 
Trade barriers and sanitary risks 
 
Trade barriers comprise quotas on imports of Brazilian products (such as by Russia), protectionist tariffs 
(such as by the European Union), direct and indirect subsidies to local producers (such as in Russia), 
requirements for licenses (such as in China) and total bans on imports. Most countries require sanitary 
agreements with Brazil before importing Brazilian products (as the case of the USA, which does not have 
sanitary agreements with Brazil for pork and poultry products).  
 
Sanitary risks involve outbreaks of diseases in poultry. Bilateral sanitary agreements vary with countries. 
Outbreaks of diseases may create trade barriers among nations. Main outbreaks of diseases in poultry 
are: 
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¶ Newcastle Disease: Contagious disease that affects poultry, including domestic birds. The virus 
may affect and cause injuries to the digestive, respiratory and nervous system, causing death. 
The disease is currently fought via vaccination. (Source: Ministry of Agriculture). Found all over 
the world, the disease is at present controlled in Canada, United States and a few west European 
countries. The disease still persists in parts of Africa, Asia and South America. Nevertheless, 
even wild birds may, in a few cases, carry the virus without getting affected and the disease 
outbreaks could occur in any place where the birds are bred. 

 

¶ Influenza or Avian Flu: Contagious disease that affects poultry and may contaminate people 
that consume contaminated meat. Currently, the cases of the disease are mainly concentrated in 
Southeast Asia. The avian flu virus may be transmitted through direct contact with secretions 
from the infected birds, especially fecal matter. It is essential for poultry producers to implement 
biosecurity practices to avoid contamination of their birds. The avian influenza virus can be 
destroyed by cooking the meat or egg to 71° C. Some countries that breed poultry, such as 
Thailand, replied to the outbreaks of avian influenza by migrating from production of poultry to the 
production of cooked products. World trade in poultry products may be adversely affected by the 
evolution of the highly pathogenic avian influenza (H1N1) especially in Asia, but also, more 
recently, in Europe and Africa. Source: WHO 

 
In early 2009, poultry producers in Brazil reported cases of increased protectionism, with attempts to ban 
Brazilian poultry in Spain, South Africa, Canada and the European Union.  
 
The United States has no sanitary agreements with Brazil regarding pork and poultry products. 
Concerning sanitary risks, Brazil does not currently have Newcastle Disease and Avian Influenza. 
However, there is growing concern at ANVISA with the abusive use of antibiotics. 
 
Sanitary risks: The outbreak of diseases such as Avian Influenza may create trade barriers and impact 
the exports of the country. 
 
Trade barriers: Trade barriers and subsidies to the sector by the importing countries may affect Brazilian 
exports and decrease the competitive advantage of its products. 

 

Trade restrictions and sanitary risks of exports from Europe 
 

A very important issue to the chicken sector in EUȤ27 is the concern with the environment and welfare of 
the animal. In the last years, due to the climatic changes, the production of biofuel has been intensified, 
therefore raising the price of grains. The European Commission has established measures to standardize 
the quality of production processes, therefore ensuring the animal welfare, quality of products and 
preventing the outbreak of diseases. 
 
Sanitary risks: The outbreak of diseases such as Avian Influenza or Newcastle Disease may create 
trade barriers and impact the exports of European countries. 
 
Trade barriers: Trade barriers and subsidies to the sector by the importing countries may affect the 
European exports and decrease the competitive advantage of its products. 
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7.8 Material long-term relationships 
 

Social and Environmental Responsibility 

 

Sustainability 

 

Sustainability is one of the pillars of the corporate strategy of Marfrig Global Foods and permeates all of 

its activities and divisions. The Corporation is committed to always balancing the economic, social and 

environmental aspects of its business in order to contribute to the development of society and help 

preserve the planet. 

 

Marfrig is a reference in sustainability in its industry and market segments. Always respecting local 

cultural aspects and business practices, it adopts a strategy of continuous improvement and technological 

innovation combined with high levels of transparency and robust corporate governance practices. 

 

By adhering to the main public commitments related to corporate sustainability in the sector, the 

Corporation is demonstrating its proactive approach to anticipating efficient solutions in its operations and 

supply chain, rather than merely reacting to legal requirements. 

 

Some of the major accomplishments and actions in implementing our strategy in recent years are 

highlighted below: 

 

Environmental 

 

Biodiversity and Forests 

For the third consecutive year, Marfrig responded to the Forest Footprint Disclosure (FFD) questionnaire, 

a reporting platform for high forest risk commodity data. In 2013, FFD elected the Corporation as a 

leading company in the global food industry for its efforts to obtain the best results in environmental risk 

control. 

Social 

In 2013, we maintained certification by standard S.A. 8000 (Social Accountability) at all units of the 

Beef Division. This standard is internationally recognized as a reference in social responsibility 

management. 

To foster opportunities for educational development and recreation for children, adolescents and the 

elderly in communities in situations of social and economic vulnerability in the cities where its industrial 

facilities are located, the Corporation created the "Fazer e Ser Feliz" program of the Marfrig Institute.  The 

Instituteôs program currently offers afterschool activities involving education, sports, culture, health and 

nutrition, which benefit some 100 children at its units located in the cities of Promissão, São Paulo and 

Bataguassú, Mato Grosso do Sul. 
 

 

Energy 

 

In 2012, Marfrig Global Foods launched the operations of MFG Energia (the Corporationôs energy trading 

house) after obtaining authorization from the National Electric Power Agency (ANEEL) to operate in the 

free energy market. The new operation increases the Corporation's competitiveness when negotiating 
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with companies in the power industry and enables it to better manage the sources of acquired energy by 

focusing its efforts on cleaner sources, in particular Small Hydroelectric Plants (PCHs) and Wind Farms. 

 

Supply Chain 

 

The Corporation has a proactive relationship with its suppliers and partners and focuses on developing 

sustainable commercial relationships throughout the entire production chain. 

Relationship 

The Marfrig Club program was created to develop and forge closer relationships with producers and to 

promote best practices in their operations. The program acknowledges and rewards conscientious 

producers and orients them on how to obtain the most modern certifications for properties used for food 

production and also pays a premium for animals from farms with good husbandry and management 

practices. The program currently has 1,900 certified farms and the goal for the next five years is for all of 

the Corporation's suppliers to be a part of the Marfrig Club program. 

Monitoring and conservation 

Marfrig conducts geospatial monitoring of all of its suppliers in the Amazon Biome region regarding areas 

banned by IBAMA, indigenous areas, slave labor, preservation areas and deforestation, and receives 

semiannual audits by DNV (Det Norske Veritas), an independent Norwegian foundation engaged in 

identifying, assessing and advising on risk management. In March 2014, Marfrig published its 2014 report 

on herd acquisition processes in compliance with the criteria established in the public commitment signed 

in 2009. DNV verified that all cattle purchase transactions in 2013 complied with the public commitment 

assumed in 2009 by leading animal protein producers in Brazil with the non-governmental organization 

Greenpeace, which is known as the ñMinimum Criteria for Beef Cattle and Product Operations on an 

Industrial Scale in the Brazilian Amazon Biome.ò 

 

Marfrig monitors 7,195 properties in the Amazon biome. Of these, 5,516 qualify to supply cattle to the 

companyôs five production units in the region, which are located in the cities of Tangar§ da Serra and 

Paranatinga in the state of Mato Grosso, Rolim de Moura and Chupinguaia in the state of Rondônia and 

Tucumã in the state of Pará. The other 1,679 properties are currently banned from supplying cattle to 

Marfrig. In 2013 alone, the company banned 159 farms for not complying with the required sustainability 

criteria. 

 

Certification  

In June 2012, Marfrig Global Foods became the worldôs first food company in the animal protein industry 

to track its complete beef production cycle in accordance with the standards developed by the Agriculture 

and Forest Management and Certification Institute (Imaflora), which entitled the Corporation to use the 

Rainforest Alliance seal. This seal authorizes four units of Marfrig Beef (Tangará da Serra in Mato 

Grosso; Pampeano ï Hulha Negra in Rio Grande do Sul; and Promissão I and II in São Paulo) to produce 

and market products with the ñgreen cattle farm sealò in the international market. 

 

Partnerships 

 

The Company also entered into, in 2013, a partnership with The Nature Conservancy (TNC), one of the 

worldôs largest environmental organizations, and Walmart, the worldôs leading retailer, to foster 

sustainable cattle production in the southeastern region of the state of Pará, which will help preserve the 

Amazon biome and promote the adoption of good social and environmental practices. 



Reference Form ï MARFRIG ALIMENTOS S.A. 

 

100 
 

  

Animal Welfare 

 

Marfrig Global Foods is one of the worldôs seven best companies in animal welfare practices, according to 

the Business Benchmark on Farm Animal Welfare (BBFAW), an important report of global scope on the 

topic that is prepared by the World Society for the Protection of Animals (WSPA) and by Compassion in 

World Farming. In 2013, for the second consecutive year, Marfrig Global Foods was the only Brazilian 

company cited in the report and reached the status of ñIntegralò and the ranking of ñIntegrated to the 

Business.ò 

 

Commitments 

¶ Member of the Global Roundtable on Sustainable Beef, a multi-stakeholder initiative aimed at 

facilitating global dialogue on environmentally correct, socially responsible and economically 

viable beef production. It provides stakeholders with the opportunity to jointly develop global 

solutions to promote the sustainable production of beef; 

¶ Member of the Working Group on Sustainable Ranching, whose objective is to discuss and 

formulate, in a transparent manner, the principles, standards and common practices to be 

adopted by the sector, which will contribute to the development of sustainable, socially just, 

environmentally correct and economically viable ranching; 

¶ Member of Business in the Community, an international network of responsible companies that 

are committed to building a sustainable future; 

¶ Member of the Technical Working Group (GTT) of the Ministry of Labor to discuss working 

conditions in the meatpacking industry and construction of NR ï Frigor²ficos. 

¶ Signatory of the Public Commitment with Greenpeace on criteria for cattle operations in the 

Amazon biome, which includes registration of farms, monitoring of native forest and exclusion of 

suppliers involved in deforestation;  

¶ Signatory to the Sustainable Connection Business Pact for sustainable production and 

consumption of beef products;  

¶ Signatory to the Sustainability Pact with Wal-Mart Brasil for the development of sustainable 

production chains;  

¶ Signatory to the Brazilian Compact for the Eradication of Slave Labor, an initiative by Instituto 

Ethos;  

¶ Signatory to the Roundtable on Sustainable Palm Oil, which includes research on the sustainable 

substitution of palm oil; and 

¶ Signatory to the Courtauld Commitment for the sustainable reuse of resources throughout the 

supply chain ï Agreement with retail chains in the United Kingdom; 

 

Sustainability Report 

 

For the third consecutive year, the annual report of the Corporation was prepared in accordance with the 

guidelines of the Global Reporting Initiative (GRI), a set of indicators that make the information reported 

comparable at the global level and lend it greater credibility and legitimacy. In the 2013 edition, the 
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Corporation adopted the new G4 guidelines of the Global Reporting Initiative, which includes a materiality 

study conducted among stakeholders that supports a better understanding of their needs and enables the 

report to focus on actions of greater relevance to them. 

To learn about the main sustainability initiatives of the Corporation, please go to the Corporationôs website 
at www.marfrig.com.br/sustentabilidade.  
 

  

http://www.marfrig.com.br/


Reference Form ï MARFRIG ALIMENTOS S.A. 

 

102 
 

7.9 Other material information 
 
MACROECONOMIC SCENARIO: 

Although the economic environment remains marked by uncertainty, 2013 was a year of greater 

economic stability with gradual recovery in world economic growth. According to IMF estimates (January 

2014), the world economy grew by 3.0% in 2013, below the growth of 3.2% recorded in 2012, though with 

signs of improvement, especially in the second half of the year, which reinforces the positive trend. 

Developed countries sustained their recoveries by beginning to unwind their fiscal tightening measures, 

which led to higher consumption, while developing countries in general benefited from the improvement in 

international trade. 

The U.S. economy continued to move towards a sustained recovery with growth in industrial production 

and higher investments, despite the intensification of political disputes in the country. As a result of this 

growth and greater optimism on the economy, the U.S. dollar strengthened against world currencies. 

The Chinese economy, which no longer enjoys the double-digit growth of previous years, is expected to 

register growth of around 7.7% in 2013. Despite the slowdown, the level of growth remains strong, given 

that it is the world second largest economy. 

Europe's recovery remains tepid and uneven among the various countries forming the euro zone. The 

loosening of fiscal policy supported stronger domestic demand and recovery in growth rates in the 

region's economy. In the United Kingdom, economic growth was fueled by better credit conditions and 

higher confidence, with the IMF projecting GDP growth of 1.7% in 2013, which is higher than the rates in 

euro zone countries. 

In Brazil, consensus forecasts compiled by the country's central bank project economic growth of 2.5% in 

2013, which is above the level of 1.0% recorded in 2012. The country's unemployment rate reached 

record lows, while average income levels grew by 3% in 2013. Even so, Central Bank data also indicated 

that the Brazilian economy ended the year decelerating, with GDP growth contracting in the last two 

quarters of the year, which has not been seen since 2009, when the impacts of the international financial 

crisis were felt around the world. 

In the second quarter of 2013, the Brazilian real began a depreciation cycle, which led the central bank to 

abandon its informal currency band policy (between R$2.05/USD and R$2.10/USD), with regular market 

interventions in the market through auctions of reverse currency swaps, which led the exchange rate to 

fluctuate around R$2.20/USD. 

INDUSTRY SCENARIO: 

Brazil: The start of 2013 was marked by excessive slaughtering, which led finished cattle prices to rise. 

Given the oversupply, beef prices lagged cost increases, with domestic consumers unwilling to pay more 

for beef, especially given the countryôs inflationary pressures. As a result, with volume and prices stable 

and production costs higher, margins were squeezed. 

In the second half of the year, Brazil's beef industry began to enjoy a more favorable and rational 

environment, with demand in export markets increasing significantly driven by the depreciation of the 

Brazilian real against the U.S. dollar. Furthermore, Brazil's herd is mostly pasture fed and suffers little 

from higher grain costs, which makes the country very competitive compared to the United States, Europe 

and other producing regions, where cattle is raised in feedlots and grain fed. 
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Fresh beef volumes exported by domestic meatpackers came to 1.47 million tons in 2013, or 21% more 

than in the prior year (1.21 million tons), according to Brazil's Foreign Trade Secretariat (SECEX). In this 

scenario, cattle slaughtering in Brazil grew by 10% in 2013, while the average cattle price rose by 7% 

from 2012. 

Uruguay and Argentina: In Uruguay, despite the higher slaughter of beef cattle early in the year, which 

pressured finished cattle prices, the country adjusted production and ended 2013 with 5% lower slaughter 

volume compared to 2012. The scenario is explained by the higher retention of breeding stocks (slaughter 

down 10% from 2012), as well as weather effects that slowed animal weight gain. As a result of these 

factors, the size of the beef cattle herd is at historically high levels in the country, indicating a higher 

supply and less price pressure in 2014. 

Exports, which account for approximately 75% of the countryôs production, set new records in 2013, with 

more than 350,000 tons of beef shipped in the period. The main destinations of Uruguayan beef are the 

European Union, China and the NAFTA and Mercosul regions. In the domestic market, where average 

annual per-capita consumption exceeds 60kg (source: Inac), consumption is expected to remain stable, 

especially given the potential pressure from higher beef prices. 

In Argentina, beef slaughtering grew by 11% in 2013, which was sustained by the higher slaughter of 

young animals and cows, given the shortage of finished cattle in the market. Although the government is 

currently studying measures to support the rebuilding of the herd and to promote production, in 2013, 

given the difficulties involved in obtaining export licenses, the growth in beef production was completely 

directed to the domestic market. As a result, exports accounted for a mere 7% of the countryôs total beef 

production, while domestic per-capita consumption increased significantly from 59kg to 64kg per year. 

Europe: The upward trend in grain costs that impacted margins in Europe's poultry industry in late 2012, 

slowed gradually over the course of 2013. Although the prices of the main inputs used to produce animal 

feed did not decline significantly from their average levels in the year, at the end of 2013, the prices of 

wheat and soybean (in Europe, chicken and turkey feed is made from wheat and soybean, as opposed to 

the rest of the world, which produces feed from corn and soybean) had already fallen by 22% and 8%, 

respectively, compared to their levels at year-end 2012, according to the Department for the Environment, 

Food & Rural Affairs (Defra). 

On the other hand, the UK poultry industry continued to be able to successfully passthrough the impacts 

from higher costs. According to Defra, average fresh chicken prices in the UK retail market increased by 

3.4% (in local currency). 

In addition to the growing awareness with regard to healthier eating habits, UK poultry consumption has 

been increasingly driven by growing concern with product tracking and quality assurance. Since the 

discovery of horse meat being sold in products labeled ñ100% beef," demand for locally raised products 

has grown. As a result, the region's poultry production has increased, with poultry slaughtering in the 

United Kingdom growing by 3.2% from 2012. 

United States: According to the U.S. National Restaurant Association (NRA), sales in the food service 

sector exceeded US$660 billion in 2013, growing 3.8% from 2012, marking the fourth consecutive year of 

positive growth since the 2008-09 crisis that hit the United States. For 2014, sales are estimated to grow 

by 3.6% to US$683.4 billion. 

China: GDP growth combined with urbanization and the growing middle class have promoted changes in 

the food habits of the Chinese, with positive impacts on sales in the food service industry. The country 

has also seen a rapid increase in the number of stores and restaurants in both large hubs and cities in the 
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interior of the country, and there is also excellent potential for expansion. The McDonaldôs chain, for 

instance, almost has doubled the number of stores since 2007, from 876 to 1,705 in 2012, which is still 

well below the number of stores in the USA (14,146 units). Meanwhile, the chain YumBrands expects to 

open 700 new units in the country in 2014, from its current 6,200 stores.  

Total and per-store revenue of large international food service chains have also been increasing sharply. 

These chains have been investing in diversifying their menus and preparing products adapted for the 

various meals of the day in order to increase their product offerings while offering greater convenience 

and practical solutions to this new consumer class.  

During the first few months of 2013, China's food industry was impacted by reported cases of avian 

influenza. In the second half of the year, following the implementation of stronger measures to combat the 

disease in the regions affected, the situation returned to normal and consumption returned to prior levels. 
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8.1 Description of the economic group 

(a) Direct and indirect controlling shareholders 

The Corporation is controlled directly by MMS Participa­»es S.A., by Mr. Marcos Antonio Molina dos 

Santos and by Ms. Marcia Aparecida Pascoal Mar­al dos Santos, who jointly hold 33.21% of its capital 

stock. 

MMS Participa­»es S.A., which holds 27.74% of the capital stock of the Corporation, is a joint stock 

company incorporate in accordance with the laws of Brazil, register in the corporate taxpayer registry 

(CNPJ) under number 08.542.030/0001-31, with its registered office in the City and State of S«o Paulo, 

whose corporate purpose is managing proprietary assets, holding interests in Brazilian and international 

companies and investments in general. The capital stock of MMS Participa­»es S.A. is held completely 

by Mr. Marcos Antonio Molina dos Santos and by Ms. Marcia Aparecida Pascoal Mar­al dos Santos.  

For more information on the controlling shareholders of the Corporation, see items 15.1/15.2 of this 

Reference Form. 

(b) Subsidiaries and affiliated companies 

The Corporation has the following direct and indirect subsidiaries in Brazil and abroad: 

Corporation Interest 

Masplen Ltd. (Jersey) 100% 

Pampeano Alimentos S.A. 100% 

MFG Agropecuária Ltda. 99.99% 

MFG Comercializadora Energia Ltda. 99.99% 

MFB Marfrig Frigoríficos Brasil S.A. 100% 

Marfood USA, Inc. (USA) 100% 

Marfrig Argentina S.A. 99.88% 

Estancias del Sur S.A. (Arg.) 99.99% 

Marfrig Overseas Ltd. (Cayman Islands) 100% 

Marfrig Peru S.A.C. 100% 

Establ. Colonia S.A. (Uruguay) 100% 

Frigorífico Tacuarembo SA (Uruguay) 97.82% 

Pactel S.A. (Uruguay) 100% 

Inaler S.A. (Uruguay) 100% 

Prescott Int. S.A. Uruguay 100% 

Marfrig Chile S.A. (Chile) 99.47% 

Indusol S.A. (Uruguay) 12.21% 

Brincofor S.A. (Uruguay) 33% 

Baki S.A. (Uruguay) 100% 

Agray S.A. (Uruguay) 51% 

Cledinor S.A. (Uruguay) 100% 
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Frigorífico Patagonia S.A. (Chile) 100% 

Weston Importers Ltd. (UK) 100% 

CDB Meats Ltd. (UK) 100% 

Ham Packers Ltd. (UK) 100% 

Gateplus Ltd. (UK) 100% 

Marfrig Holdings (Europe) BV 100% 

MFG (USA) Holdings, Inc. 100% 

Gadsden Steele Station Holdco LLC 100% 

Gadsden Steele Station, LLC (USA) 100% 

Keystone Foods Holdco LLC (USA) 100% 

Keystone Foods Intermediate LLC (USA) 100% 

Liberty II Assurance Ltd. (Bermuda) 100% 

Liberty Assurance Ltd. (Bermuda) 100% 

Grow-Out, Holdings LLC (USA) 100% 

Keystone Management Inc. (USA) 100% 

Keystone Foods LLC (USA) 100% 

Keydutch Holdings I LLC 100% 

Keydutch Holdings II LLC 100% 

LD Foods LLC 100% 

Keystone County House Road, LLC 100% 

M&M Restaurant Supply (MI/OH) LLC 99% 

M&M Express, LLC 99% 

Equity Meat Corp. 100% 

Equity Group ï Kentucky Division LLC 100% 

Grow-Out Credit LLC 100% 

Equity Group ï Georgia Division LLC 100% 

Equity Group Eufaula Division, LLC 100% 

C.S. Grain, LLC 100% 

Moy Park Holdings Europe Ltd. (UK) 100% 

Moy Park (Newco) Ltd. 100% 

Kitchen Range Foods Ltd. (UK) 100% 

Bakewell Foods Ltd. (UK) 100% 

Albert Van Zoonen BV (Netherlands) 100% 

Moy Park (Bondco) Plc. 100% 

Moy Park Ltd. (UK) 100% 

Moy Park France Holding SAS 100% 

Moy Park France SAS (France) 100% 
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McKey Holdco S.A.R.L. 100% 

McKey Food Service (France) S.a.r.l. 100% 

Keystone Manufacturing Ireland Ltd. 100% 

Rose Energy Ltd. (UK) 66.66% 

OôKane Blue Rose Newco 1 Ltd. 100% 

OôKane Poultry Ltd 100% 

Dungannon Proteins Ltd. (UK) 100% 

Trace Assured Ltd. (UK) 23% 

Keystone International S.à.r.l. 99.99% 

McKey Luxembourg Holdings S.a.r.l. 100% 

McKey Luxembourg S.a.r.l. 100% 

McKey Luxemb. Holdings APMEA S.a.r.l. 100% 

Keystone Foods (AP) Ltd. 100% 

McKey Food Services (Thailand) Ltd. 51% 

Keystone Foods Pty Ltd (Australia) 100% 

Mac Food Services SDN BHD (Malaysia) 85% 

McKey Korea L.L.C. 80% 

McKey Food Services (Hong Kong) Ltd. 100% 

Australian Food Corporation Trust 100% 

Australian Food Corporation Pty Limited 100% 

AFC Abattoirs Pty Ltd 100% 

Coominya Services Pty Ltd 100% 

Coominya AFC Trust 100% 

Coominya AFC Pty Limited 100% 

McKey Food Services (China) Ltd 80% 

Shanghai Keystone Trading Company Ltd. 100% 

McKey VI Holdings Ltd 100% 

Shandong Keystone Chinwitz Foods Co. Ltd 60% 

Keystone CLJV Holdings Ltd 100% 

COFCO ï Keystone Supply Chain (H. Kong) 

Investment Ltd. 
45% 

COFCO ï Keystone Supply Chain (China) 

Investment Ltd. 
100% 

COFCO ï Keystone Supply Chain Log. (China) 

Co., Ltd. 
100% 

Golden West Foods Limited (UK) 100% 

Keydutch Investments BV (Netherlands) 100% 

Keydutch Finance BV (Netherlands) 100% 
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ABW Intermediate Ltd (UK) 100% 

 

 

(c) Interest held by the Corporation in group companies 

The Corporation does not hold interests in other companies of the group apart from those listed in item 

8.1(b) above. 

(d) Interest held by group companies in the Corporation 

No other group company holds interest in the Corporation apart from MMS Participa­»es S.A. 

(e) Companies under common control 

There are no companies under common control with the Corporation. 
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8.2 Ownership Structure 
 

Marcos Antonio 
Molina dos Santos

Marcia Aparecida P. 
Marçal dos Santos

Acionistas Controladores

49,56%*

50% 50%

Marfrig Alimentos S.A.

Seara Holding 
(Europe) B.V.

Babicora 
Holding Part. 

Ltda.

100%

100%

99,9%

99,9%

Seara 
Alimentos 

Ltda.

Seara 
International 
Ltd. (Cayman)

Seara Food 
Europe 

Holding B.V.

Seara Meats 
B.V.

92 License 
B.V.s

Seara Japan 
Ltd.

Seara 
Singapore 
Pte. Ltd.

Seara 
Iberia, S.L.

100%

100%

100%

100%

100%100%

Athena 
Alimentos S.A.

Columbus
NetherlandsBV

100%

GidenyS.A.

59,17%

Marfrig Chile 
S.A. (Chile)

Prescott Int. 
S.A. Uruguay)

InalerS.A. 
(Uruguay)

Frig.Tacuarembo
S.A. (Uruguay)

Establ. Colonia
S.A. (Uruguay)

100%93,72%100%100%99,47%

CledinorS.A. 
(Uruguay)

100%
Frig

Patagonia
S.A. (Chile)

100%

Marfrig 
Holdings 

(Europe) BV

100%

MFG (USA) 
Holdings, Inc.

KeystoneFoods
HoldcoLLC 

(USA)

KeystoneFoods
Intermediate

LLC  (USA)

GadsdenSteele
StationHoldco

LLC (USA)

GadsdenSteele
Station, LLC 

(USA)

100%

100%100%

100% 100%

McKeyLux
S.a.r.l.

Moy Park 
Holdings 

EuropeLtd. 
(UK)

Moy Park 
Ltd. (UK)

Kitchen
Range Foods

Ltd. (UK)

Weston
Importers
Ltd. (UK)

CDB Meats
Ltd. (UK)

HamPackers
Ltd. (UK)

GateplusLtd. 
(UK) 

(Dormant)

100%

100%100%

100%

100%

União 
Frederiquense

Participações Ltda.

Secculum
Participações Ltda.

99,99%99,99%

Frigorífico 
MabellaLtda.

1,06% 98,94%

BrusandLtd. 
(Bermudas)

PenasulUK 
Ltd. (UK)

100%

100%

Marfood
USA, Inc. 

(USA)

Marfrig 
Overseas

Ltd. 
(Cayman)

100% 100%

MFB 
Marfrig 

Frigoríficos 
Brasil S.A.

Masplen
Ltd. (Jersey)

100%

Pampeano
Alimentos S.A.

100%

100%

ParcCastell
Limited 
(Jersey)

MAS Frangos 
Participações 

Ltda.

MAS do 
Brasil 

Part. Ltda.

BrasloProd. 
de Carnes 

Ltda.

MBL 
Alimentos 

S.A.

Penasul
Alimentos 

Ltda.

Agrofrango
Ind. e Com. 

de Alimentos 
Ltda.

Valores 
Catalenes

S.A. (Panama)

0,04%

100%

100% 99,99% 99% 94,25% 100%

100% 99,99% 99,99
%

100%

100%

100%

Pactel
S.A. 

(Uruguay)

100%

BakiS.A. 
(Uruguay)

Brincofor
S.A. 

(Uruguay)

AgrayS.A. 
(Uruguay)

IndusolS.A. 
(Uruguay)

100%51% 33% 12,21%

MFG 
Comercializ. de 
Energia Ltda.

99,99%

MFG 
Agropecuária 

Ltda.

99,99%

Marfrig
Argentina S.A

99,78%

Estancias
del SurS.A. 

(Arg)

McKeyLux 
Holdings 
S.a.r.l.

100%

Baumhardt
Com. e Part

Ltda.

Excelsior 
Alimentos S.A. 99,96%

73,94%

46,01%
25,1%

100% 100%

VanykelS.A. 
(Uruguay)

100%

TrimS.A. 
(Uruguay)

50%

Comercial 
Zenda Leather
Ltda. (Chile)

100%

FortRoyal 
International Inc. 

(Panama)

98%

Zendaleather
S.A. (Uruguay)

90%

Zendaleather
S.A. (Argent)

ZendaleatherLtd. 
(HongKong)

Protinal
Participações 

Ltda

DaGranja
Agroind. Ltda

Ibirapuera 
Avícola Ltda.

53,59%

99,99%

99,99%

40,41%

*Compreende a participação de MMSParticipações S.A. (43,65%), Marcos Antonio Molina dos Santos (3,51%) e Marcia Ap. Pascoal Marçal dos Santos (2,40%).
**Inclui as ações em tesouraria e as ações detidas por administradores que não sejam controladores.

TempletonAsset
Management , Ltd.

BNDES Participações 
S.A.

Outros

OSI 
International

Holdings 
Limited

OSI 
Brazilian
Holdings 

LLC

KitchenRange 
Holdings 
Limited

5,03% 25,64%**

Controladores e Acionistas

Nacionais

Estrangeiras

13,94%

Grupo OSI (5,82%)

4,85% 0,62% 0,35%

McKey
Luxembourg

Holdings 
APMEA S.a.r.l

McKey 
Food 

Services 
(Thailand) 

Ltd.

Keystone 
Foods 

(AP) Ltd.

Keystone 
Foods Pty 

Ltd 
(Australia)  

Mac Food 
Services 
SDN BHD 
(Malaysia) 

100%

51%100%100%85%

OËKane Ltd

100%

O`Kane
Poultry

Ltd

100%
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Legenda: 

Controladores e acionistas Ą Controlling Shareholders and Shareholders 

Nacionais Ą Brazilian 

Estrangeiras Ą Foreign 

Outros Ą Other 

* Compreende a participação de MMS Participações S.A. (43,65%), Marcos Antonio Molina dos Santos (3,51%) e 

Marcia Ap. Pascoal Marçal dos Santos (2,40%). Ą Includes the interest held by MMS Participações S.A. (43.65%), 

Marcos Antonio Molina dos Santos (3.51%) and Marcia Ap. Pascoal Marçal dos Santos (2.40%). 

** Inclui as ações em tesouraria e as ações detidas por administradores que não sejam controladores ĄIncludes 

shares held in treasury and those held by managers who are not controlling shareholders. 
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8.3 Restructuring transactions 

 

Justification for not completing the item: 

This information is already provided in item 6.5 of this Reference Form, since there are no restructuring 
transactions in the economic group of the Corporation apart from those involving the Corporation. 
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8.4 Other material information 
 
There is no other information the Corporation deems material in relation to item 8 that has not been 
disclosed in other items of this Reference Form. 
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9.1 Material noncurrent assets ï other 
  
Information about material noncurrent assets of the Corporation is available in items 9.1(a), 9.1(b) and 

9.1(c) of this Reference Form. 
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9.1 Material noncurrent assets / 9.1.a ï Property, plant and equipment 
 

Description of Fixed Asset Country State City Type of ownership 

Beef slaughter plant and processed products plant ï Marfrig  Uruguay  Colonia Own 

Processed poultry plant - Moy Park England  Peterborough Own 

Distribution Center ï Marfrig Brazil SP Santo André Own 

Processed poultry plant - Moy Park France  Henin-Beaumont Own 

Processed poultry plant - Moy Park France  Marquise Own 

Processed poultry and bakery plant ï (AVZ) Moy Park Netherlands  Schagen Own 

Poultry slaughter plant - Moy Park Northern Ireland  Dunganon Own 

Poultry slaughter plant - Moy Park England  Anwick Own 

Poultry slaughter plant - Moy Park England  Ashbourne Own 

Poultry slaughter plant - (O'Kane Poultry) ï Moy Park Northern Ireland  Ballymena Own 

Processed products plant - Keystone United States  North Baltimore, Ohio Own 

Processed products plant - Keystone United States  Reidsville, North Carolina Own 

Processed products plant / poultry slaughter - Keystone United States  Eufaula, Alabama Own 

Processed products plant - Keystone United States  Gadsden, Alabama Own 

Processed products plant / poultry slaughter - Keystone United States  Albany, Kentucky Own 

Processed products plant / poultry slaughter - Keystone United States  Camilla, Georgia Own 

Processed products plant - Keystone United States  Jefferson, Wisconsin Own 

Poultry slaughter plant - Keystone United States  Eufaula, Alabama Own 

Poultry slaughter plant - Keystone United States  Camilla, Georgia Own 

Poultry slaughter plant - Keystone United States  Albany, Kentucky Own 

Processed products plant - Keystone  France  Orleans Own 

Beef and sheep slaughter plant ï Marfrig  Uruguay  Salto Own 
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Description of Fixed Asset Country State City Type of ownership 

Beef slaughter plant and processed products plant  ï Marfrig  Uruguay  Tacuarembo Own 

Beef and sheep slaughter plant  ï Marfrig Uruguay  San Jose Own 

Processed poultry plant - Moy Park England  Huntingdon Own 

Lamb slaughter plant (Patagonia) ï Marfrig Chile  Porvenir Own 

Distribution Center - Marfrig Chile  Santiago Own 

Processed poultry plant - Moy Park Northern Ireland  Craigavon Own 

Processed poultry plant - Moy Park England  Grantham Own 

Processed poultry plant - Moy Park England  Wisbech Own 

Beef slaughter plant - Marfrig Brazil MT Tangara da Serra Own 

Beef slaughter plant / processed - Marfrig  Brazil MS Bataguassu Own 

Beef slaughter plant - Marfrig  Brazil MS Porto Murtinho Own 

Beef slaughter plant  - Marfrig  Brazil RO Chupinguaia Own 

Processed products plant - Keystone China  Shenzen Own 

Processed products plant - Keystone Thailand   Own 

Processed products plant - Keystone South Korea  Seoul Own 

Processed products plant - Keystone Australia  Coominya Own 

Processed products plant - Keystone Malaysia  Kuala Lumpur Own 

Bakery plant - Keystone South Korea  Seoul Own 

Leather plant ï Marfrig Brazil SP Promissão Own 

Leather plant  ï Marfrig Brazil MS Bataguassu Own 

Beef slaughter plant  - Marfrig  Brazil GO Mineiros Own 

Beef slaughter plant  - Marfrig  Brazil MT Paranatinga Own 

Beef slaughter plant / processed ï (Promissão I) ï Marfrig Brazil SP Promissão Own 

Beef and sheep slaughter plant / Distribution Center ï (Promissão II) Brazil SP Promissão Own 
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Description of Fixed Asset Country State City Type of ownership 

Beef slaughter plant  ï Marfrig Brazil RS São Gabriel Own 

Processed products plant - Pampeano Brazil RS Hulha Negra Own 

Processed products plant  ï Marfrig Brazil SP Votuporanga Leased 

Beef slaughter plant ï Marfrig Brazil RS Alegrete Leased 

Beef slaughter plant ï Marfrig Brazil RS Bagé Own 

Beef and sheep slaughter plant ï (Capão do Leão II) ï Marfrig Brazil RS Capão do Leão Leased 

Beef slaughter plant / Distribution Center - Marfrig Brazil RS Mato Leitão Leased 

Beef slaughter plant ï Marfrig Brazil PR Nova Londrina Leased 

Beef slaughter plant - Marfrig Brazil GO Pirenópolis Leased 

Beef slaughter plant - Marfrig Brazil MS Paranaíba Leased 

Beef slaughter plant / processed - Marfrig Brazil GO Rio Verde Leased 

Beef slaughter plant - Marfrig Brazil RO Rolim de Moura Leased 

Beef slaughter plant - Marfrig  Brazil PA Mãe do Rio Leased 

Tucumã - Marfrig Brazil PA Tucumã Leased 

Beef slaughter plant ï Marfrig  Argentina  Santa Fé Own 

Processed products plant ï Marfrig  Argentina  Pilar Own 

Beef slaughter plant ï Marfrig  Argentina  Cordoba Own 

Beef slaughter plant and processed products plant ï Marfrig  Argentina  Mar del Plata Own 
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9.1 Material noncurrent assets / 9.1.b. Patents, brands, licenses, concessions, franchises and technology transfer agreements  
 
Type of asset Description of 

asset 
Territory covered Duration Events that could cause loss of 

rights 
Consequence of loss of rights 

Brands Keystone Foods France 2018 Pursuant to Law 91-7, non-use of the 

brand for an uninterrupted period of five 

years after the registration was granted 

may result in a forfeiture proceeding by 

third parties and, if judged valid, will 

result in the extinction of the brand.  

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, including licensees 

and distributors, requiring registration for 

the lost brand in order to sell the same 

products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 

Brands GJ Brazil 2016 In the administrative sphere (INPI), it is 

not possible to ensure that third parties or 

INPI itself will not try to challenge the 

registration of the Corporation through 

invalidity or forfeiture proceedings.  

In the judicial sphere, it is not possible to 

ensure that third parties may not allege 

that the Corporation is in breach of 

intellectual property rights 

notwithstanding its adoption of all the 

necessary measures to guarantee 

adequate registration of its intellectual 

property. 

The brands are maintained through 

periodical payments of rights to 

competent agencies, which is essential to 

avoid the extinction of the brands and 

Any loss of rights on the brands of the 

Corporation would result in the loss of the 

right for exclusive use of them in Brazil. 

As a result, the Corporation would find it 

highly difficult to prevent third parties 

from using identical brands or those 

similar to its own brands. Also, since the 

Corporation does not prove to be the 

legitimate holder of the brands, it may 

face lawsuits in the penal and civil 

spheres for inappropriate use of 

intellectual property and breach of third-

party rights. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

consequent loss of rights of the holder. 

It is not possible to ensure (i) with regard 

to brands, whose assignment and 

transfer from third parties to the 

Corporation is under the analysis of INPI, 

that these will be annotated by INPI; and 

(ii) in relation to brand registration 

requests under the analysis of INPI, that 

the brands will be registered. 

Brands Marfrig Brazil 2018 In the administrative sphere (INPI), it is 

not possible to ensure that third parties or 

INPI itself will not try to challenge the 

registration of the Corporation through 

invalidity or forfeiture proceedings.  

In the judicial sphere, it is not possible to 

ensure that third parties may not allege 

that the Corporation is in breach of 

intellectual property rights 

notwithstanding its adoption of all the 

necessary measures to guarantee 

adequate registration of its intellectual 

property. 

The brands are maintained through 

periodical payments of rights to 

competent agencies, which is essential to 

avoid the extinction of the brands and 

consequent loss of rights of the holder. 

It is not possible to ensure (i) with regard 

to brands, whose assignment and 

transfer from third parties to the 

Corporation is under the analysis of INPI, 

that these will be annotated by INPI; and 

(ii) in relation to brand registration 

Any loss of rights on the brands of the 

Corporation would result in the loss of the 

right for exclusive use of them in Brazil. 

As a result, the Corporation would find it 

highly difficult to prevent third parties 

from using identical brands or those 

similar to its own brands. Also, since the 

Corporation does not prove to be the 

legitimate holder of the brands, it may 

face lawsuits in the penal and civil 

spheres for inappropriate use of 

intellectual property and breach of third-

party rights. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

requests under the analysis of INPI, that 

the brands will be registered. 

Brands Marfrig Group Brazil 2019 In the administrative sphere (INPI), it is 

not possible to ensure that third parties or 

INPI itself will not try to challenge the 

registration of the Corporation through 

invalidity or forfeiture proceedings.  

In the judicial sphere, it is not possible to 

ensure that third parties may not allege 

that the Corporation is in breach of 

intellectual property rights 

notwithstanding its adoption of all the 

necessary measures to guarantee 

adequate registration of its intellectual 

property. 

The brands are maintained through 

periodical payments of rights to 

competent agencies, which is essential to 

avoid the extinction of the brands and 

consequent loss of rights of the holder. 

It is not possible to ensure (i) with regard 

to brands, whose assignment and 

transfer from third parties to the 

Corporation is under the analysis of INPI, 

that these will be annotated by INPI; and 

(ii) in relation to brand registration 

Any loss of rights on the brands of the 

Corporation would result in the loss of the 

right for exclusive use of them in Brazil. 

As a result, the Corporation would find it 

highly difficult to prevent third parties 

from using identical brands or those 

similar to its own brands. Also, since the 

Corporation does not prove to be the 

legitimate holder of the brands, it may 

face lawsuits in the penal and civil 

spheres for inappropriate use of 

intellectual property and breach of third-

party rights. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

requests under the analysis of INPI, that 

the brands will be registered. 

Brands Pampeano Brazil 2017 In the administrative sphere (INPI), it is 

not possible to ensure that third parties or 

INPI itself will not try to challenge the 

registration of the Corporation through 

invalidity or forfeiture proceedings.  

In the judicial sphere, it is not possible to 

ensure that third parties may not allege 

that the Corporation is in breach of 

intellectual property rights 

notwithstanding its adoption of all the 

necessary measures to guarantee 

adequate registration of its intellectual 

property. 

The brands are maintained through 

periodical payments of rights to 

competent agencies, which is essential to 

avoid the extinction of the brands and 

consequent loss of rights of the holder. 

It is not possible to ensure (i) with regard 

to brands, whose assignment and 

transfer from third parties to the 

Corporation is under the analysis of INPI, 

that these will be annotated by INPI; and 

(ii) in relation to brand registration 

Any loss of rights on the brands of the 

Corporation would result in the loss of the 

right for exclusive use of them in Brazil. 

As a result, the Corporation would find it 

highly difficult to prevent third parties 

from using identical brands or those 

similar to its own brands. Also, since the 

Corporation does not prove to be the 

legitimate holder of the brands, it may 

face lawsuits in the penal and civil 

spheres for inappropriate use of 

intellectual property and breach of third-

party rights. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

requests under the analysis of INPI, that 

the brands will be registered. 

Brands Bassi Brazil 2017 In the administrative sphere (INPI), it is 

not possible to ensure that third parties or 

INPI itself do not try to challenge the 

registered brands of the Corporation 

through invalidity or forfeiture 

proceedings.  

In the judicial sphere, it is not possible to 

ensure that third parties may not allege 

that the Corporation is in breach of 

intellectual property rights 

notwithstanding its adoption of all the 

necessary measures to guarantee 

adequate registration of its intellectual 

property. 

The brands are maintained through 

periodical payments of rights to 

competent agencies, which is essential to 

avoid the extinction of the brands and 

consequent loss of rights of the holder. 

It is not possible to ensure (i) with regard 

to brands, whose assignment and 

transfer from third parties to the 

Corporation is under the analysis of INPI, 

that these will be annotated by INPI; and 

Any loss of rights on the brands of the 

Corporation would result in the loss of the 

right for exclusive use of them in Brazil. 

As a result, the Corporation would find it 

highly difficult to prevent third parties 

from using identical or similar brands to 

its own brands. Also, since the 

Corporation does not prove to be the 

legitimate holder of the brands, it might 

face lawsuits in the penal and civil 

spheres for inappropriate use of 

intellectual property and breach of third-

party rights. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

(ii) in relation to brand registration 

requests under the analysis of INPI, that 

the brands will be registered. 

Brands Texas Burger Brazil 2017 In the administrative sphere (INPI), it is 

not possible to ensure that third parties or 

INPI itself will not try to challenge the 

registration of the Corporation through 

invalidity or forfeiture proceedings.  

In the judicial sphere, it is not possible to 

ensure that third parties may not allege 

that the Corporation is in breach of 

intellectual property rights 

notwithstanding its adoption of all the 

necessary measures to guarantee 

adequate registration of its intellectual 

property. 

The brands are maintained through 

periodical payments of rights to 

competent agencies, which is essential to 

avoid the extinction of the brands and 

consequent loss of rights of the holder. 

It is not possible to ensure (i) with regard 

to brands, whose assignment and 

transfer from third parties to the 

Corporation is under the analysis of INPI, 

that these will be annotated by INPI; and 

(ii) in relation to brand registration 

Any loss of rights on the brands of the 

Corporation would result in the loss of the 

right for exclusive use of them in Brazil. 

As a result, the Corporation would find it 

highly difficult to prevent third parties 

from using identical brands or those 

similar to its own brands. Also, since the 

Corporation does not prove to be the 

legitimate holder of the brands, it may 

face lawsuits in the penal and civil 

spheres for inappropriate use of 

intellectual property and breach of third-

party rights. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

requests under the analysis of INPI, that 

the brands will be registered. 

Brands Carnes Resfriadas 

Palatare 

Brazil 2017 In the administrative sphere (INPI), it is 

not possible to ensure that third parties or 

INPI itself will not try to challenge the 

registration of the Corporation through 

invalidity or forfeiture proceedings.  

In the judicial sphere, it is not possible to 

ensure that third parties may not allege 

that the Corporation is in breach of 

intellectual property rights 

notwithstanding its adoption of all the 

necessary measures to guarantee 

adequate registration of its intellectual 

property. 

The brands are maintained through 

periodical payments of rights to 

competent agencies, which is essential to 

avoid the extinction of the brands and 

consequent loss of rights of the holder. 

It is not possible to ensure (i) with regard 

to brands, whose assignment and 

transfer from third parties to the 

Corporation is under the analysis of INPI, 

that these will be annotated by INPI; and 

(ii) in relation to brand registration 

Any loss of rights on the brands of the 

Corporation would result in the loss of the 

right for exclusive use of them in Brazil. 

As a result, the Corporation would find it 

highly difficult to prevent third parties 

from using identical brands or those 

similar to its own brands. Also, since the 

Corporation does not prove to be the 

legitimate holder of the brands, it may 

face lawsuits in the penal and civil 

spheres for inappropriate use of 

intellectual property and breach of third-

party rights. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

requests under the analysis of INPI, that 

the brands will be registered. 

Brands GJ Qualidade 

Exportação Gado 

Jovem 

Chile 2019 In accordance with article 26 of Law 

19,039/91, the registration of a brand 

cannot be canceled due to lack of usage. 

Cancellation will happen only if the prior 

right of third parties to the brand is 

proved. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

Brands Patagonia Uruguay 2018 In accordance with articles 19 and 23 of 

Law 17,011/98, the registration of a 

brand cannot be canceled due to lack of 

usage. Cancellation will happen only if 

the prior right of third parties to the brand 

is proved. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 

Brands Tacuarembó Chile 2018 In accordance with article 26 of Law 

19,039/91, the registration of a brand 

cannot be canceled due to lack of usage. 

Cancellation will happen only if the prior 

right of third parties to the brand is 

proved. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

Brands Frigorífico Marfrig Brazil 2018 In the administrative sphere (INPI), it is 

not possible to ensure that third parties or 

INPI itself will not try to challenge the 

registration of the Corporation through 

invalidity or forfeiture proceedings.  

In the judicial sphere, it is not possible to 

ensure that third parties may not allege 

that the Corporation is in breach of 

intellectual property rights 

notwithstanding its adoption of all the 

necessary measures to guarantee 

adequate registration of its intellectual 

property. 

The brands are maintained through 

periodical payments of rights to 

competent agencies, which is essential to 

avoid the extinction of the brands and 

consequent loss of rights of the holder. 

It is not possible to ensure (i) with regard 

to brands, whose assignment and 

transfer from third parties to the 

Corporation is under the analysis of INPI, 

that these will be annotated by INPI; and 

(ii) in relation to brand registration 

requests under the analysis of INPI, that 

the brands will be registered. 

Any loss of rights on the brands of the 

Corporation would result in the loss of the 

right for exclusive use of them in Brazil. 

As a result, the Corporation would find it 

highly difficult to prevent third parties 

from using identical brands or those 

similar to its own brands. Also, since the 

Corporation does not prove to be the 

legitimate holder of the brands, it may 

face lawsuits in the penal and civil 

spheres for inappropriate use of 

intellectual property and breach of third-

party rights. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

Brands Pemmican European 

Community 

2018 In accordance with article 51, paragraph 

1, a, of Regulation 207/2009, non-use of 

the brand for an uninterrupted period of 

five years after the registration was 

granted may result in a forfeiture 

proceeding by third parties and, if judged 

valid, will result in the extinction of the 

brand (protection in the 27 member 

countries of the European Community).  

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors, in the 27 

member countries of the European 

Community; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 

Brands Pemmican premium 

Cut 

European 

Community 

2018 In accordance with article 51, paragraph 

1, a, of Regulation 207/2009, non-use of 

the brand for an uninterrupted period of 

five years after the registration was 

granted may result in a forfeiture 

proceeding by third parties and, if judged 

valid, will result in the extinction of the 

brand (protection in the 27 member 

countries of the European Community).  

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors, in the 27 

member countries of the European 

Community; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

Brands La Morocha Chile 2016 In accordance with article 26 of Law 

19,039/91, the registration of a brand 

cannot be canceled due to lack of usage. 

Cancellation will happen only if the prior 

right of third parties to the brand is 

proved. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 

Brands Palatare Chile 2018 In accordance with article 26 of Law 

19,039/91, the registration of a brand 

cannot be canceled due to lack of usage. 

Cancellation will happen only if the prior 

right of third parties to the brand is 

proved. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

Brands Palatare Qualidade 

saber acima de tudo 

Uruguay 2018 In accordance with articles 19 and 23 of 

Law 17,011/98, the registration of a 

brand cannot be canceled due to lack of 

usage. Cancellation will happen only if 

the prior right of third parties to the brand 

is proved. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 

Brands Bernina Brazil 2019 In the administrative sphere (INPI), it is 

not possible to ensure that third parties or 

INPI itself will not try to challenge the 

registration of the Corporation through 

invalidity or forfeiture proceedings.  

In the judicial sphere, it is not possible to 

ensure that third parties may not allege 

that the Corporation is in breach of 

intellectual property rights 

notwithstanding its adoption of all the 

necessary measures to guarantee 

adequate registration of its intellectual 

property. 

The brands are maintained through 

periodical payments of rights to 

competent agencies, which is essential to 

avoid the extinction of the brands and 

consequent loss of rights of the holder. 

It is not possible to ensure (i) with regard 

Any loss of rights on the brands of the 

Corporation would result in the loss of the 

right for exclusive use of them in Brazil. 

As a result, the Corporation would find it 

highly difficult to prevent third parties 

from using identical brands or those 

similar to its own brands. Also, since the 

Corporation does not prove to be the 

legitimate holder of the brands, it may 

face lawsuits in the penal and civil 

spheres for inappropriate use of 

intellectual property and breach of third-

party rights. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

to brands, whose assignment and 

transfer from third parties to the 

Corporation is under the analysis of INPI, 

that these will be annotated by INPI; and 

(ii) in relation to brand registration 

requests under the analysis of INPI, that 

the brands will be registered. 

Brands AB&P Argentine 

Breeders & Packers 

Brazil 2019 In the administrative sphere (INPI), it is 

not possible to ensure that third parties or 

INPI itself will not try to challenge the 

registration of the Corporation through 

invalidity or forfeiture proceedings.  

In the judicial sphere, it is not possible to 

ensure that third parties may not allege 

that the Corporation is in breach of 

intellectual property rights 

notwithstanding its adoption of all the 

necessary measures to guarantee 

adequate registration of its intellectual 

property. 

The brands are maintained through 

periodical payments of rights to 

competent agencies, which is essential to 

avoid the extinction of the brands and 

consequent loss of rights of the holder. 

It is not possible to ensure (i) with regard 

to brands, whose assignment and 

transfer from third parties to the 

Corporation is under the analysis of INPI, 

that these will be annotated by INPI; and 

(ii) in relation to brand registration 

Any loss of rights on the brands of the 

Corporation would result in the loss of the 

right for exclusive use of them in Brazil. 

As a result, the Corporation would find it 

highly difficult to prevent third parties 

from using identical brands or those 

similar to its own brands. Also, since the 

Corporation does not prove to be the 

legitimate holder of the brands, it may 

face lawsuits in the penal and civil 

spheres for inappropriate use of 

intellectual property and breach of third-

party rights. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

requests under the analysis of INPI, that 

the brands will be registered. 

Brands Viva Grass beef Uruguay 2015 In accordance with articles 19 and 23 of 

Law 17,011/98, the registration of a 

brand cannot be canceled due to lack of 

usage. Cancellation will happen only if 

the prior right of third parties to the brand 

is proved. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

Brands Viva grass fed beef 

organic 

Uruguay 2015 In accordance with articles 19 and 23 of 

Law 17,011/98, the registration of a 

brand cannot be canceled due to lack of 

usage. Cancellation will happen only if 

the prior right of third parties to the brand 

is proved. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 

Brands Meatex Argentina  2022 There is no possibility to extend the 

brand prior to expiration of the registry 

(Argentine Brand Law no. 22,362 of 

January 1, 1981 does not provide for a 

complementary/ extraordinary term for 

extending brand registration after its 

validity ï 10 years). 

Pursuant to Article 20 of Argentine Brand 

Law no. 22,362 of January 1, 1981, the 

request for extension of brand 

registration must be made along with a 

certified declaration, informing the use of 

said brand for at least one of the products 

and services for which the registration 

was granted (in this case ñfresh and 

pickled meat and its derivativesò)  

Pursuant to Article 5 of Argentine Brand 

Law no. 22,362 of January 1, 1981, the 

lack of use of the brand for a continuous 

period of five years after the registration 

Inability to market products using the lost 

brand; 

- Due to the loss of rights, a third party 

can file to register the same brand for 

marketing the same type of products; 

- Once registered by a third party, the 

unauthorized use of the brand could 

result in lawsuits against the Corporation 

and the seizure of any products sold 

unduly. 

- Inability to market products using the 

lost brand, either directly or through its 

licensees and distributors; 

- Risk of a third party, including licensees 

and distributors, filing to register the lost 

brand for marketing the same products;   

- Risk of third parties that unduly 

registered the lost brand filing for in-court 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

has been granted may lead to a legal 

proceeding for termination filed by third 

parties, which, if approved, would result 

in the extinguishment of the registration.  

and out-of-court measures against the 

Marfrig Group, including the search and 

seizure of products sold by the Group, 

and the payment of compensation for 

using the brand without due registration. 

Brands Frigorífico 

Tacuarembó 

Uruguay 2020 In accordance with articles 19 and 23 of 

Law 17,011/98, the registration of a 

brand cannot be canceled due to lack of 

usage. Cancellation will happen only if 

the prior right of third parties to the brand 

is proved. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

Brands GJ Qualidade 

Exportação Gado 

Jovem 

Uruguay 2018 In accordance with articles 19 and 23 of 

Law 17,011/98, the registration of a 

brand cannot be canceled due to lack of 

usage. Cancellation will happen only if 

the prior right of third parties to the brand 

is proved. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 

Brands Bassi Chile 2015 In accordance with article 26 of Law 

19,039/91, the registration of a brand 

cannot be canceled due to lack of usage. 

Cancellation will happen only if the prior 

right of third parties to the brand is 

proved. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

Inability to market products using the lost 

brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

Brands Bernina Canada 2020 In accordance with article 45 of the Brand 

Act, non-use of the brand for an 

uninterrupted period of three years after it 

was registered may result in forfeiture 

proceeding by third parties and, if judged 

valid, will result in extinction of the brand.  

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 

Brands Keystone Foods USA 2018 In accordance with article 14 and 

following articles of the Brand Act, non-

use of the brand for an uninterrupted 

period of three years after it was 

registered may result in forfeiture 

proceeding by third parties and, if judged 

valid, will result in extinction of the brand.  

Non-submission of the declaration of 

brand use between the 5th and 6th year 

of the validity of the registration will also 

result in extinction of the registration. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 
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Type of asset Description of 
asset 

Territory covered Duration Events that could cause loss of 
rights 

Consequence of loss of rights 

Brands Moy Park European 

Community 

2020 In accordance with article 51, paragraph 

1, a, of Regulation 207/2009, non-use of 

the brand for an uninterrupted period of 

five years after the registration was 

granted may result in a forfeiture 

proceeding by third parties and, if judged 

valid, will result in the extinction of the 

brand (protection in the 27 member 

countries of the European Community).  

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors, in the 27 

member countries of the European 

Community; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 

Brands Keystone Foods USA 2014 In accordance with article 14 and 

following articles of the Brand Act, non-

use of the brand for an uninterrupted 

period of three years after it was 

registered may result in forfeiture 

proceeding by third parties and, if judged 

valid, will result in extinction of the brand.  

Non-submission of the declaration of 

brand use between the 5th and 6th year 

of the validity of the registration will also 

result in extinction of the registration. 

Non-extension of brand registration within 

the legal timeframe too may result in the 

extinction of the brand by virtue of its 

expiry. 

- Inability to market products using the 

lost brand, whether directly or through its 

licensees and distributors; 

- Risk of third parties, among them 

licensees and distributors, requiring 

registration for the lost brand in order to 

sell the same products;   

- Risk of third parties that have 

inappropriately registered the lost brand 

taking legal and extrajudicial action 

against the Marfrig Group, including the 

search and seizure of products sold by 

the Group and the payment of 

indemnification for use of the brand 

without its respective registration. 
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9.1 Material noncurrent assets / 9.1.c Interest held in companies 
 

Company name 
Corporate 
Taxpayerôs (CNPJ) 

CVM Code Type of Company Country State City 
Description of 
activities 

Issuerôs interest 
(%) 

Fiscal Year 
Book value - % 
chg. 

Market cap - % chg. 
Amount of 
dividends received 
(R$) 

 Date Value (R$)   

Estabelecimientos 
Colonia S.A. 

00.000.000/0000-00 - Subsidiary Uruguay Montevideo  Food Industry 100.000000 

    Market cap     

12/31/2013 -50.434411 0.000000 0.00 Book value 12/31/2013 34,824,082.06   

12/31/2012 -3.570000 0.000000 0.00      

12/31/2011 17.560000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

Expansion and geographic diversification strategy. 

Frigorífico 
Tacuarembó 

00.000.000/0000-00 - Subsidiary Uruguay  Montevideo Food Industry 97.820000 

    Market cap     

12/31/2013 24.465706 0.000000 0.00 Book value 12/31/2013 150,974,192.40   

12/31/2012 17.350000 0.000000 0.00      

12/31/2011 18.720000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

Expansion and geographic diversification strategy. 

Inaler S.A. 00.000.000/0000-00 - Subsidiary Uruguay  Montevideo Food Industry 100.000000 

    Market cap     

12/31/2013 -16.081262 0.000000 0.00 Book value 12/31/2013 37,734,879.57   

12/31/2012 13.580000 0.000000 0.00      

12/31/2011 14.450000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

Expansion and geographic diversification strategy. 

Marfood S.A. 00.000.000/0000-00 - Subsidiary United States  Taylor, Michigan Food Industry 100.000000 

    Market cap     

12/31/2013 -102.644067 0.000000 0.00 Book value 12/31/2013 967,616.45   

12/31/2012 71.030000 0.000000 0.00      

12/31/2011 -419.070000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

Expansion and geographic diversification strategy. 

Marfrig Argentina 

Sociedad Anonima 
00.000.000/0000-00 - Subsidiary Argentina  Buenos Aires Food Industry 99.860000 

    Market cap     

12/31/2013 -46.362310 0.000000 0.00 Book value 12/31/2013 38,996,145.22   

12/31/2012 0.000000 0.000000 0.00      

12/31/2011 0.000000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

Expansion and geographic diversification strategy. 
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Marfrig Chile S.A. 00.000.000/0000-00 - Subsidiary Chile  Santiago Food Industry 99.470000 

    Market cap     

12/31/2013 13.988190 0.000000 0.00 Book value 12/31/2013 56,436,167.28   

12/31/2012 17.470000 0.000000 0.00      

12/31/2011 14.850000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

Expansion and geographic diversification strategy. 

Marfrig Holdings 
(Europe) BV 

00.000.000/0000-00 - Subsidiary Netherlands  Amsterdam Holding Company 100.000000 

    Market cap     

12/31/2013 16.458020 0.000000 0.00 Book value 12/31/2013 2,788,450,366.14   

12/31/2012 99.030000 0.000000 0.00      

12/31/2011 50.120000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

 

Expansion and geographic diversification strategy. 

Marfrig Overseas 
Ltd. 

00.000.000/0000-00 - Subsidiary Cayman Islands  Grand Cayman Holding Company 100.000000 

    Market cap     

12/31/2013 81.110524 0.000000 0.00 Book value 12/31/2013 -233,826,064.01   

12/31/2012 64.950000 0.000000 0.00      

12/31/2011 120.390000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

 

Expansion and geographic diversification strategy. 

Marfrig Peru S.A. 00.000.000/0000-00 - Subsidiary Peru  Lima 
Sale of poultry, beef, 
fish and crustaceans 

100.000000 

    Market cap     

12/31/2013 0.000000 0.000000 0.00 Book value 12/31/2013 2,679.93   

12/31/2012 0.000000 0.000000 0.00      

12/31/2011 0.000000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

 

Expansion and geographic diversification strategy. 

Masplen Limited 00.000.000/0000-00 - Subsidiary Jersey  Saint Helier Food Industry 100.000000 

    Market cap     

12/31/2013 -3.468342 0.000000 0.00 Book value 12/31/2013 31,409,579.14   

12/31/2012 -7.7100000 0.000000 0.00      

12/31/2011 10.170000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

 

Expansion and geographic diversification strategy. 

MFB Marfrig 
Frigoríficos Brasil 
S.A. 

04.748.631/0001-44 - Subsidiary Brazil SP Promissão Food Industry 100.000000 

    Market cap     

12/31/2013 -1863.319600 0.000000 0.00 Book value 12/31/2013 63,259,631.11   
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12/31/2012 -89.080000 0.000000 0.00      

12/31/2011 -337.400000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

 

Expansion and geographic diversification strategy. 

MFG Agropecuária 
Ltda 

11.938.605/0001-44 - Subsidiary Brazil SP Promissão Feedlot operations 99.990000 

    Market cap     

12/31/2013 214.900000 0.000000 0.00 Book value 12/31/2013 -9,889,210.75   

12/31/2012 -136.150000 0.000000 0.00      

12/31/2011 0.000000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

 

Feedlot operations. 

MFG 
Comercializadora de 
Energia Ltda. 

13.076.126/0001-91 - Subsidiary Brazil SP São Paulo Sale of Energy 99.990000 

    Market cap     

12/31/2013 1253.189758 0.000000 0.00 Book value 12/31/2013 436,862.15   

12/31/2012 0.000000 0.000000 0.00      

12/31/2011 0.000000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

 

Sale of energy 

Prestcott 
International S.A. 

00.000.000/0000-00 - Subsidiary Uruguay  Salto Food Industry 100.000000 

    Market cap     

12/31/2013 -8.501467 0.000000 0.00 Book value 12/31/2013 47,620,056.55   

12/31/2012 9.440000 0.000000 0.00      

12/31/2011 32.470000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

 

Expansion and geographic diversification strategy. 

Weston Importers 
Ltd. 

00.000.000/0000-00 - Subsidiary England  Northants Food Industry 100.000000 

    Market cap     

12/31/2013 -154.599529 0.000000 0.00 Book value 12/31/2013 -13,950,183.41   

12/31/2012 10.410000 0.000000 0.00      

12/31/2011 52.660000 0.000000 0.00      

Reasons for acquisition and maintenance of interest 

 

Expansion and geographic diversification strategy. 
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9.2 Other material information 
 
There is no other information the Corporation deems material in relation to item 9 that has not yet 
been disclosed in other items of this Reference Form. 
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10.1 General financial and equity conditions 
 

(a) Comments of Executive Officers on the general financial and equity conditions 
 

Marfrig Global Foods S.A. is a global corporation operating in the food service and retail segments 

that offers innovative, safe and healthy food solutions to its clients. With a diversified and 

comprehensive product portfolio, the Corporation is committed to excellence and quality and to 

ensuring the presence of its products in the largest restaurant chains and supermarkets, as well as 

in the households of its consumers, in over 110 countries. 

The Corporation has created an integrated and geographically diversified business model that is 

formed by strategically located production units, combined with a vast distribution network with 

access to key channels and consumer markets, which gives the Corporation significant growth 

capacity as well as the ability to hedge against certain industry risks. 

As part of its permanent effort to add value to the business, the Corporation made a significant 

divestment in 2013, selling the Seara and Zenda business units for R$5.85 billion. The payment 

was made through the assumption by the acquirer of the debts of the units sold and of Marfrig 

itself, which led to a significant reduction in the Corporationôs leverage ratio. 

The divestment of these assets was guided by the strategy of simplifying and optimizing the 

Corporation's organizational structure and reducing the need for financial resources, while 

benefiting from the lower leverage and tighter focus on the core business, supported by a more 

robust capital structure. Management believes the continuous improvement in internal processes 

will enable the Corporation to attain higher levels of efficiency and cost control, which, coupled with 

a stronger orientation on results and commitment to profitable growth, will support higher margins 

and stronger cash generation. 

The Corporation closed the fiscal year ended December 31, 2013 with consolidated gross debt of 

R$8,939.8 million, compared to R$12,381.9 million on December 31, 2012 and R$11,377.3 million 

on December 31, 2011. 

This debt does not include the Private Instrument of Indenture of the 2nd Issue of Convertible 

Debentures of Convertible Debentures of the Corporation, as amended (ñConvertible Mandatory 

Deedò), since, unlike other items in the Corporationôs liabilities, the Convertible Mandatory Deed 

cannot be settled through cash and equivalents, but only through common shares issued by the 

Corporation. 

Of the total debt at the end of 2013, only 12.6% matures in the short term and 87.4% in the long 

term. Of the total debt, 4.5% is denominated in Brazilian real and 95.5% in other currencies, while 

21.5% of the Groupôs revenues are generated in Brazilian real and 78.5% in other currencies. The 

weighted average cost of our consolidated bank debt was 8.0. After the transfer of 100% of the 

debt involved in the Seara divestment, the leverage ratio (net debt/EBITDA) stood at 3.0x, while 

the current liquidity ratio stood at 2.0x.In 2013, the net financial result was a net expense of 

R$2,031.0 million, versus R$1,418.4 million in 2012. The expense was due to: (i) the noncash 

exchange variation loss of approximately R$589.9 million resulting from the depreciation in the 

Brazilian real against the U.S. dollar; and (ii) the nonrecurring loss from derivative operations, 

which, although transferred when the Seara and Zenda operations were divested, still impacted 

the result in 2013. 

The Executive Officers inform that the Corporation does not contract leveraged operations 

involving derivatives or similar instruments that do not have the objective of providing minimum 

protection against its exposure to other currencies, and maintains a conservative policy of not 

contracting operations that could jeopardize its financial position. 
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On December 31, 2012, the breakdown of gross debt (loans and non-convertible debentures) by 

currency was 25.1% in Brazilian real and 74.9% in other currencies, totaling R$12,381.9 million, 

while cash and cash equivalents totaled R$3,178.2 million. The weighted average cost of the 

Corporationôs consolidated debt as on December 31, 2012 decreased to 7.6% p.a., as against 

8.0% in 2011, which is explained by the lower cost of financing on the transactions carried out in 

the period. This debt does not include the Private Deed of the 2nd Issue of Convertible Debentures 

of the Corporation, as amended (ñMandatory Deed Convertible into Sharesò), since contrary to 

other liabilities of the Corporation, the Mandatory Deed Convertible into Shares is not due for 

settlement through cash or cash equivalents but merely converted into shares issued by the 

Corporation itself. 

The Executive Officers inform that, on December 31, 2013, 2012 and 2011, the current liquidity 

ratio of the Corporation was 2.03 times, 1.33 times and 1.40 times, respectively. The debt ratio (net 

debt to EBITDA) of the Corporation on December 31, 2013, 2012 and 2011 was 3.0 times, 4.3 

times and 4.5 times, respectively.  

The 2012 financial result was a net expense of R$2,081.4 million, versus a net expense of 

R$2,300.7 million in 2011. According to the Executive Officers ,the result was mainly due to the 

exchange variation in the year, which has no cash impact, which was a loss of R$538.4 million, 

compared to a loss of R$780.5 million in 2011, which is explained by the average depreciation in 

the Brazilian real against the U.S. dollar of 14.3%. In the year, the financial result excluding 

exchange effects was an expense of R$1.54 billion, in line with 2011.  

Considering the continuing operations in 2013, interest expenses amounted to R$1.27 billion, in 

line with the expense of R$1.17 billion registered in 2012. Despite the increase in gross debt in the 

year, including the result from discontinued operations in 2012, interest expenses totaled R$1.35 

billion, in line with the R$1.39 billion recorded in 2011, which is explained by the reduction in the 

SELIC basic interest rate of up to 400 basis points between the periods and the Corporation's 

efforts to adjust debt service costs and obtain better rates. 

Interest expenses increased by 71.1% in 2011, reflecting the upturn in net debt due to investments 

in working capital, mainly in the first half of that year, in turn due to higher raw material costs and 

funding in the year. 

 

(b) Comments of the Executive Officers on capital structure and possibility of share 
redemptions 

 

Below is the capital structure of the Corporation in the periods indicated. In the opinion of the 

Executive Officers, the capital structure of the Corporation currently represents an adequate 

balance between equity and debt: 

¶ On December 31, 2013, the capital structure of the Corporation consisted of 25.9% equity 

and 74.1% debt.  

¶ On December 31, 2012, the capital structure of the Corporation consisted of 25.8% equity 

and 74.2% debt. 

¶ On December 31, 2011, the capital structure of the Corporation consisted of 23.1% equity 

and 76.9% debt. 

The Executive Officers also inform that the Corporation has not issued any redeemable shares. 
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(c) Comments of the Executive Officers on the payment capacity regarding financial 
commitments assumed 

 

The Executive Officers believe that the Corporationôs capacity to pay its financial commitments is 

considered comfortable, considering its level of cash and equivalents, debt profile, and expectation 

of future cash flow generation. 

Of the total debt at the end of 2013, only 12.6% matures in the short term, while 87.4% matures in 

the long term. The cash position of R$1,811.6 million corresponds to a short-term liquidity ratio 

(Cash and Equivalents / Short-Term Debt) of 1.6x.  

Furthermore, the Officers inform that the Corporation is seeking to improve the profile of its long-

term debt, with a better balance of maturities.  

On December 31, 2012, the cash balance of the Corporation, amounting to R$3,178.2 million, 

represented a short-term liquidity ratio of 0.86x. The Executive Officers also inform that the 

Corporation is working to balance its long-term debt profile in order to achieve a greater balance in 

the maturities.  

On December 31, 2011, short-term debt, represented by loans and financing under current 

liabilities plus interest on debentures, totaled R$2,457.3 million, or 21.6% of total debt. This 

percentage compares to 31.9% at the end of 2010 and 28.0% in 2009. According to the Executive 

Officers, this shows the efforts to adjust the debt profile in order to lengthen the financial 

obligations as much as possible. 

(d) Comments of the Executive Officers on sources of working capital and capital 
expenditure financing 
 

The Executive Officers believe that in the last three fiscal years, the Corporationôs main sources of 
cash were: (i) cash flow generated by our operating activities; (ii) short and long term bank debt; 
(iii) issuance of shares (equity); and (iv) issuances of debt (bonds and debentures). These 
financing sources are used by the Corporation mostly to cover costs, expenses and investments 
related to: (i) operating its business, (ii) capital disbursements including investment in new plants, 
expansions and/or modernizations of existing plants and (iii) the payment obligations related to its 
debt.  

The Executive Officers believe that these sources of financing are perfectly appropriate to the debt 
profile of the Corporation, meeting the working capital and capex needs, while always preserving 
the long-term profile of financial debt and, consequently, the payment capacity of the Corporation. 

 

(e) Comments of the Executive Officers on sources of working capital and capital 
expenditure financing that the Corporation plans to use to cover liquidity deficiencies 
 
In the opinion of the Executive Officers, the current cash and cash equivalents of the Corporation 
reduce the need for fresh short-term loans. Nevertheless, they inform that the Corporation plans to 
contract low cost and long-term funding in order to improve its debt profile. In this regard, the 
Corporation has sought and plans to use loans from development institutions such as the Brazilian 
Development Bank (BNDES) and the Caixa Econômica Federal, as well as other financial 
institutions. These funds are basically used to finance fixed capital and for the renewal of 
operations. 

As mentioned in the previous item, the Executive Officers are of the opinion that the capital market 
is also an important source of funding for future growth of the Corporation, either organically or 
through acquisitions.  

In the next item 10.1(f) of this Reference Form, we describe the main financing lines taken out by 
the Corporation and the characteristics of each. 
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(f) Comments of the Executive Officers on debt levels and characteristics of such debts, 
indicating:  
 
(i) Relevant loan and financing contracts;  
 
The following table shows the consolidated debt as of December 31, 2013, 2012 and 2011, 
described by type, with the respective weighted average rates and terms: 

 

Credit Line Charges 

Weighted 

average 

interest rate 

Weighted 

average 

maturity 

Balance on 

December 31, 

2013 

Balance on 

December 31, 

2012 

Balance on 

December 31, 

2011 

 (% p.a.) (p.a.) (year) (R$ thousand) (R$ thousand) (R$ thousand) 

Local Currency       

FINAME TJLP + Fixed Rate 5.03 2.34 645 2,320 5,961 

BNDES Finem TJLP + 1.80 - - - 3,747 9,331 

FINEP TJLP + 1% 5.41 2.94 50,509 79,453 45,755 

NCE Fixed Rate +%CDI 10.01 3.24 221,995 823,811 1,028,946 

Working capital (R$) Fixed Rate +%CDI 12.02 1.05 99,936 1,038,384 386,675 

Rural Credit Notes (R$) Fixed Rate - - - 387,849 274,868 

FCO ï Midwest Constitution Fund Fixed Rate - - - 12,693 5,755 

Procer Fixed Rate - - - - 234,501 

Debentures payable and interest on 

debentures IPCA + CDI - - 26,272 740,521 774,250 

BNDES Revitaliza  Fixed Rate - - - 25,020 - 

Total Local Currency  9.92 

 

399,357 3,113,798 2,766,042 

Foreign Currency       

Financing of Industrial Facilities (US$) Libor + Fixed Rate + E.V - - - 5,230 5,994 

Prepayment (US$) Libor + Fixed Rate + E.V 6.43 2.51 224,977 2,485,905 2,595,233 

Bonds(US$) Fixed Rate + E.V. 9.56 5.35 5,624,277 3,226,378 2,976,158 

BNDES Finem 

Basket of Currencies + 

1.30%CDI + Fixed Rate + 

E.V. - - - 220 878 

NCE (US$) / ACC (US$)+Libor 7.82 1.84 893,170 1,797,240 1,644,355 

Working Capital (US$) Fixed Rate + Libor - - - 215,279 205,561 

Working Capital (Pesos) Development Unit 7.19 0.32 2,266 2,121 1,837 

Bank Loan (US$) Fixed Rate + E.V. 3.78 3.43 921,504 540,181 745,954 

Revolving Credit Line Libor + 2.50. 2.16 4.05 806,528 941,069 362,015 

PAE (US$) Fixed Rate + E.V. 3.53 0.21 17,036 21,259 - 

Financing agreements (US$) Fixed Rate + E.V. 1.00 0.32 22,071 - 15,976 

Negotiable Liabilities Fixed Rate 6.50 2.00 28,578 33,239 57,325 

Total Foreign Currency  7.93  8,540,407 9,268,121 8,611,286 

Total Debt  8.01  8,939,764 12,381,919 11,377,328 

Current Liabilities    1,123,242 3,702,975 2,457,334 

Noncurrent Liabilities    7,816,522 8,678,944 8,919,994 
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Among the loans and financing shown above, the table below shows the individual contracts 

whose balance due as on December 31, 2013, exceeded R$ 100.0 million. 

Counterparty Type of Contract Principal Date of Contract Annual Cost Balance 

   (million)   (R$ million) 

Banco Bradesco Export Credit Note R$194.9 03/31/2011 105.3% CDI 165.8 

Deutsche Bank/ING Export Prepayment US$100.0 11/12/2013 Libor + 4.9% 234.9 

Banco Itau BBA Export Prepayment US$170.0 09/20/2010 8.2% 403.9 

Banco Itau BBA Export Prepayment US$160.0 09/20/2010 8.2% 380.1 

Credit Suisse Export Prepayment US$60.0 03/28/2012 9.0% 140.7 

 Non-convertible 

debentures 
US$570.0 03/22/2013 15.9% 640.2 

Senior Notes Senior Notes US$400.0 09/20/2013 11.3% 916.4 

Senior Notes Senior Notes US$750.0 05/09/2011 8.4% 1,692.1 

Senior Notes Senior Notes US$600.0 01/24/2013 9.9% 1,455.2 

Senior Notes Senior Notes US$500.0 05/04/2010 9.5% 1,134.4 

Senior Notes Senior Notes US$191.1 11/16/2006 9.6% 426.1 

Rabobank  
Revolving Credit Line US$400.0 03/29/2013 

Libor + 

2.75% 
418.1 

Rabobank  
Bank loans US$200.0 03/29/2013 

Libor + 

2.75% 
466.3 

Total 

    

8,474.2 

 

As Executive Officers of the Corporation, we have described below what we consider the most 

important loans and financing modalities: 

 

Non-Convertible Debentures (Debentures) 

In January 2011, the Corporation issued 598,200 simple, non-convertible, redeemable debentures, 

at a unit face value of R$1,000.00, maturing in January 2015, for a total amount of 

R$598,200,000.00. The issue was the object of public distribution with restricted placement efforts, 

pursuant to CVM Instruction 476, targeted exclusively at qualified investors. Since it was a public 

offering with restricted placement efforts, registration of the public distribution with the CVM was 

waived, in accordance with Article 6 of CVM Instruction 476.  

The proceeds from the issue (R$598,200,000.00) were fully allocated to finance the long-term 

working capital needs of the Corporation.  

As guarantee in the fulfillment of the obligations of the Corporation with regard to the issue: (i) 

corporate guarantee furnished by Uni«o Frederiquense Participa­»es Ltda. and by Seara 
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Alimentos Ltda.; (ii) a private instrument for the assignment and promise of fiduciary assignment of 

receivables and the current and future credit rights derived from the distribution, production and 

sale of food products in general, and any other products that the Corporation may distribute, 

manufacture or sell, including the proceeds of the settlement of the credit rights deposited in an 

escrow account held by the Corporation at Banco do Brasil S.A.; (iii)  corporate guarantee letter 

regulated by the laws of Netherlands and furnished by Marfrig Holding B.V. 

Senior Notes - BONDS 

Long-term debts, in US$, through debt securities issued abroad (Bonds) exclusively for qualified 

institutional investors (Rule 144A/Reg S) not listed on the CVM, under the Securities Act of 1933, 

as amended. 

The Corporation has conducted five funding operations of this nature since 2006, which were 

classified by Moodyôs under B1 risk rating in foreign currency and by Standard & Poorôs and Fitch 

under B+ rating, described as follows: 

¶ The first operation with Bonds was concluded in November 2006, upon the issue by 

Marfrig Overseas Limited, a wholly-owned subsidiary of the Corporation, of US$375 million 

Senior Notes, with a 9.625% p.a. coupon, with semi-annual interest payment beginning in 

May 2007 and maturity of principal in ten years (November 2016). Funds raised in this 

issue were allocated to the acquisition of business units by the Corporation in Argentina 

and Uruguay.  

In March 2010, Senior Note holders approved the amendment of certain clauses included 

in the indenture that rules this issue, including the change in and/or omission of restrictions 

applicable to the guarantees provided by the Corporation and its subsidiaries, as well as 

the inclusion of surety granted by Marfrig Global Foods S.A. and its subsidiaries Uni«o 

Frederiquense Participa­»es Ltda., Marfrig Holdings (Europe) B.V. and Seara Alimentos 

Ltda. in guarantee of the issuerôs obligations to holders of outstanding Bonds. Said 

addendum did not comprise any change in the financial conditions of this debt, which 

maintained the same maturity term and interest rate originally set forth (this addendum, 

along with the deed, the ñFirst Issueò). 

¶ The second raising was conducted in April 2010, upon the issue by Marfrig Overseas Ltd. 

of US$500 million Senior Notes, with a 9.50% p.a. coupon, semi-annual interest payment 

beginning in November 2010 and maturity of principal in ten years (November 2020). This 

operation also had the guarantee of Marfrig Global Foods S.A., Uni«o Frederiquense 

Participa­»es Ltda., Marfrig Holdings (Europe) BV and Seara Alimentos Ltda. and their 

funds raised were used principally to extend the maturity of the Corporationôs debt 

(ñSecond Issueò). 

¶ The third operation was concluded in May 2011 and comprised the issue by Marfrig 

Holdings (Europe) B.V. of US$750 million Senior Notes, with a 8.375% p.a. coupon, semi-

annual interest payment beginning in November 2011 and maturity of principal in seven 

years (November 2018). This operation had the guarantee of Marfrig Global Foods S.A., 

Uni«o Frederiquense Participa­»es Ltda., Marfrig Overseas Limited and Seara Alimentos 

Ltda. and their funds raised were used principally to extend the maturity of the 

Corporationôs debt and reinforce the Corporationôs working capital (ñThird Issueò). 

¶ The fourth operation was concluded in January 2013 and comprised the issue by Marfrig 

Holdings (Europe) B.V. of US$600 million in Senior Notes, with a coupon of 9.875% p.a., 

semiannual interest payments beginning in July 2013 and maturity of the principal in 4.5 

years (July 2017). This operation was guaranteed by Marfrig Global Foods S.A., Uni«o 

Frederiquense Participa­»es Ltda., Marfrig Overseas Limited and Seara Alimentos Ltda. 
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and the proceeds were used to lengthen the debt profile of the Corporation and to 

strengthen its working capital (ñFourth Issueò). 

¶ The fifth operation was concluded in January 2013 and comprised the issue by Marfrig 

Holdings (Europe) B.V. of US$400 million in Senior Notes, with a coupon of 11.25% p.a., 

semiannual interest payments beginning in March 2014 and maturity of the principal in 8 

years (September 2021). This operation was guaranteed by Marfrig Global Foods S.A. 

and Marfrig Overseas and the proceeds were used to lengthen the debt profile of the 

Corporation and to strengthen its working capital (ñFifth Issueò). Also in connection with the 

Fifth Issue, the Corporation carried out a tender offer to acquire the Bonds of the First 

Issue, which mature in 2016. Based on the conclusion of this offering, the Corporation 

repurchased Bonds in the amount of US$191,124, or approximately 50.97% of the 

outstanding bonds of the First Issue. As a result of the tender offer, the First Issue was 

amended through a complementary indenture that sets forth, among other things, the 

elimination of virtually all the restrictive covenants of the Indenture. 

Maturity schedule of debt in Brazilian real 

The following table shows the schedule of payment of loans and financing, debentures and interest 

on debentures in Brazilian real, of the Corporation on December 31, 2013:  

 Amortization flow on December 31, 2013 

 (R$ thousand) 

Current liabilities  

1Q14 105,416 

2Q14 19,537 

3Q14 102,433 

4Q14 3,060 

Total current liabilities 230,446 
  

Non-current liabilities  

2015 44,375 

2016 40,628 

2017 38,462 

2018 38,462 

2019 5,977 

2020 1,006 

2021 1 

Total non-current liabilities 168,911 
  

Total current and non-current liabilities 399,357 
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Maturity schedule of foreign currency debt 
 

The following table shows the schedule of payment of loans and financing, debentures and interest 

on debentures in foreign currency, of the Corporation on December 31, 2013: 

  Amortization flow on December 31, 2013 
 (R$ thousand) 

Current liabilities  
1Q14 398,020 
2Q14 105,269 
3Q14 52,448 
4Q14 337,059 
Total current liabilities 892,796 
  
Non-current liabilities  
2015 640,716 
2016 541,355 
2017 1,539,382 
2018 2,434,983 
2019 2,722 
2020 1,595,671 
2021 892,782 
Total non-current liabilities 7,674,611 
  
Total current and non-current liabilities 8,540,407 

 

Mandatory deed convertible into Shares 

According to the ñIndenture for the Second Issue of Debentures Convertible into Shares of 

(Mandatory Deed) Marfrig Global Foods S/Aò, the Corporation issued two hundred and fifty 

thousand (250,000) debentures, mainly convertible into shares, with unit par value of R$10, 

amounting to R$2,500,000. The Mandatory Deed was issued on July 15, 2010 through private 

subscription, with maturity within 60 months, annually restated at the interest rate at 100% of the 

accumulated variation of average interbank deposit rates of a day, plus spread of one per cent 

(1%). Remuneration of the Mandatory Deed is recognized as current liabilities and collateralized 

by a bank guarantee provided by Banco Ita¼ BBA S/A. The total amount of the two hundred and 

fifty thousand (250,000) debentures was subscribed to, and the main debenture holder is BNDES 

Participa­»es S/A. 

As defined in said Indenture and except for the cases of voluntary conversion, the conversion price 

will be lower than the following items: (i) R$21.50, plus the percentage of interest paid to 

debenture holders over the par value of the issues, less earnings distributed to each share, both 

restated at CDI as from the actual payment, in the case of interest on debentures, or the date of 

debentures less earnings, in the case of earnings, until the conversion date; and (ii) the higher 

between the market price and R$24.50, the latter without adjustment for earnings in cash or 

monetary restatement. 

The Corporation, based on the essence of the operation (equity) and on the characteristics 

thereof, initially recorded the Mandatory Deed (principal) as Capital Reserve, under Shareholders' 

Equity. However, the Securities and Exchange Commission of Brazil (CVM), through Official Letter 

CVM/SEP/GEA-5/no. 329/2012 dated October 10, 2012, stated its opinion of this instrument and 

ordered: (i) the accounting reclassification of the Mandatory Deed; and (ii) the re-filing of the 2011 

financial statements with comparisons to the 2010 financial instatements.  

The Corporation abided by the order of the CVM, proceeding with the full reclassification of the 

Mandatory Deed to the specific accounting line non-current liabilities. The previous method of 

accounting was based on accounting and legal opinions issued specifically regarding this matter. 
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Said reclassification does not affect any terms and conditions of the Mandatory Deed and there is 

no effect on the current financial indebtedness of the Corporation, on the servicing of its debt or on 

its financial covenants, since, unlike others items under the liabilities of the Corporation, the 

Mandatory Deed may not be liquidated into cash or cash equivalents, but only into common shares 

issued by the Corporation. 

The Corporation spent R$12,328 to issue the Mandatory Deed, which was initially recorded as a 

valuation allowance to the Capital Reserve account. In August 2011, 2012 and 2013, surety was 

renewed in the amount of R$8,365, R$8,387 and R$7,807, respectively; accordingly, expenses 

with the issue of the Mandatory Deed amounted to R$36,887. These expenses were also 

reclassified under non-current liabilities, as a deduction from the account ñMandatory Deed 

Convertible into Sharesò, and will remain in said account until the effective conversion of the 

Mandatory Deed into shares. 

Because of the paying in of such debentures made by BNDES Participa­»es S/A, MMS 

Participa­»es S/A and BNDES Participa­»es S/A have entered into a Shareholders' Agreement 

with the purpose of regulating the relationship between the parties as shareholders of Marfrig 

Global Foods S.A. 

On February 5, 2013 the Corporation conducted a capital increase, within the authorized limit due 

to the conversion of thirty-five thousand (35,000) debentures from the 2nd Issue of Convertible 

Debentures of the Corporation that were held by BNDES Participa­»es S.A. ï BNDESPAR into 

forty-three million, seven hundred and fifty thousand (43,750) common shares issued by the 

Corporation, in accordance with Item III.16.11 of the  ñPrivate Deed of the 2nd Issue of Debentures 

Convertible Into Shares of Marfrig Global Foods S.A.ò that was entered into by the Corporation and 

Planner Trustee DTVM Ltda. on July 22, 2010, and as per the Material Fact published on October 

24, 2012. 

The Shares resulting from the conversion have the same characteristics and conditions and enjoy 

all of the same rights and advantages ascribed by law and by the bylaws that are attributed to the 

existing common shares issued by the Corporation.  

As a result of the abovementioned conversion of debentures, there was a material increase in the 

ownership interest held by the shareholder BNDESPAR, which now holds common shares 

representing 19.63% of the Share Capital of the Corporation. 

 
(ii) Other long-term relationships with financial institutions 
The Executive Officers confirm that the Corporation does not have any long-term relationship with 

financial institutions other than those resulting from financing, loans and guarantees described 

above. 

(iii) Degree of debt subordination 
According to the Executive Officers, the debt of the Corporation has the guarantees described in 

item 10.1(f)(i) above. The subordination among the different types of guarantee is determined 

according to law. 

(iv) Any restrictions imposed on the Corporation, especially those relating to limits on debt 
and the contracting of new debt, the distribution of dividends, the disposal of assets, the 
issuance of new securities and the transfer of control.  
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According to the Executive Officers, the main restrictions imposed on the Corporation regarding 

the debt limits and the contracting of new debts, disposal of assets, issue of fresh securities and 

the sale of shareholding control, are: 

Debt limits 

According to the Executive Officers, following are the debt limits: 

Senior Notes 

Since the Senior Notes issued in 2010, 2011, 2012, Jan/2013 and Sep/2013 represented 63.1% of 

the Corporationôs consolidated debt on December 31, 2013 (and represented 26.1% and 26.2% of 

such debt on December 31, 2012 and 2011, respectively), the obligation to maintain a ratio of 

adjusted net debt to EBITDA in the last 12 months, not greater than 4.75x (except for the senior 

notes issue in September 2013, for which the ratio of adjusted net debt to EBITDA in the last 12 

months may not exceed 4.5x), as provided for in the Deed of the Senior Notes, includes the 

convertible debentures and other loans and financings of the Corporation outstanding at the close 

of the period. 

ñAdjusted net debtò, for this purpose, signifies the consolidated debt of the Corporation, calculated 

in the last four quarters before calculating (-) the sum of cash and equivalents and tradable 

securities considered current assets in the balance sheet of the Corporation, calculated in the last 

quarter before the calculation (except for any interest held by the Corporation in any person).  

ñEBITDAò, for this purpose, means, for any period, the sum of the consolidated profit (loss) of the 

controlling shareholders of the Corporation (+) net financial costs (+) income tax and social 

contribution (+) depreciation and amortization expenses (+) minority interest. 

FINAME 

In the FINAME pass-through operations to the Corporation, there is the obligation to maintain the 

net debt / EBITDA ratio lower than: (i) 4.75x in the position of the annual consolidated balance 

sheet of the group on December 31, 2010, December 31, 2011 and December 31, 2012; (ii) 4.0x in 

the consolidated balance sheet of the group on December 31, 2013; and (iii) 3.5x in the 

consolidated balance sheet of the group starting from December 31, 2014. 

ñNet Debtò for this purpose, signifies (+) total financial debt, including debentures (except 

convertible debentures); (-) cash and equivalents/ financial investments. 

EBITDA, for this purpose, signifies (+) net income (+) net financial expenses/revenues; (+) 

provision for IRPJ/CS; (+) depreciation/amortization; (+) other net non-operating 

revenues/expenses; and (+) losses/gains from equity accounting. 

NCE (Export Credit Notes) 

The credit export notes executed with HSBC Bank Brasil S.A. ï Banco M¼ltiplo include an 

obligation to maintain the net debt /EBITDA ratio lower than or equal to 4.75x 

 ñNet debtò, for this purpose, signifies the sum of all consolidated financial debts of Marfrig (without 

duplication) owed to natural persons and/or legal entities, including loans and financing obtained 

from third parties, issue of fixed income bonds, whether convertible or not into shares (except as 

mandatorily convertible), as well as the difference payable on operations involving derivatives, 

minus the sum of cash and cash equivalents and financial investments and the difference 

receivable on operations involving derivatives. 

ñEBITDAò, for this purpose, signifies (i) profit/loss before deducting taxes, duties, contributions and 

minority interest, (ii) depreciation and amortization expenses, (iii) financial expenses deducted 
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from financial income, (iv) non-operating expenses deducted from non-operating income in the 

same period, based on the generally accepted accounting principles in Brazil. 

Mandatory Deeds Convertible into Shares 

The 2nd and 5th Issues of Convertible Debentures of the Corporation provide for the maintenance 

of a net debt to EBITDA ratio of less than 4.75x. 

The Mandatory Deed Convertible into Shares stipulates an obligation to maintain the net 

debt/EBITDA ratio lower than 4.75x. 

ñNet debtò for this purpose, signifies the sum of all debts of the Corporation, minus cash, cash 

equivalents and financial investments. 

ñEBITDAò, for this purpose, signifies profit before interest, financial expenses/income, taxes, 

depreciation and amortization. 

 

 

Disposal of assets 

The agreements executed through the BNDES FINAME credit lines, the 2nd and 5th Issues of 

Convertible Debentures and the 4th Issue of Non-Convertible Debentures issued by the 

Corporation include a restriction on the disposal of and placing encumbrance on the Corporationôs 

permanent assets, after contracting the operation, without prior express authorization from 

BNDES, pursuant to clause XII, article 34 of the Provisions Applicable to Agreements with BNDES. 

There is also a restriction on the disposal of assets: (i) in the ACC signed by the Corporation and 

Banco Rabobank International Brasil S.A., except in the operations needed for the normal course 

of the business at fair and market prices; and (ii) in the ACC entered into between the Corporation 

and Cargill in cases of significant sale of the assets of the, without the prior and express approval 

of Cargill.  

Issue of securities 

The agreements executed through the BNDES FINAME credit lines and the 2nd and 5th Issues of 

Non-Convertible Debentures issued by the Corporation include a restriction on the issue of 

debentures and beneficiaries by the borrower, after contracting the operation, without prior express 

authorization from BNDES, pursuant to clause IX, article 34 of the Provisions Applicable to 

Agreements with BNDES. 

Sale of control 

The agreements executed through the BNDES FINAME credit lines and the 2nd and 5th Issues of 

Convertible Debentures and the 4th Issue of Non-Convertible Debentures issued by the 

Corporation include a restriction on the alteration of direct or indirect control, of the borrower, after 

contracting the operation, without prior express authorization from BNDES, pursuant to clause III, 

article 39 of the Provisions Applicable to Agreements with BNDES. There are restrictions also on 

the sale of control of the beneficiary of the credits and, in a few situations, on the guarantors, in the 

financing from NCEs, Finame, NPRs, CCEs, CCBs and ACCs. 

 
(g) Comments of the Executive Officers on financing line use limits already contracted 
 

The Executive Officers inform that all the financing agreements were fully released after the 
respective approval and formalization with the creditors. 
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(h) Comments of Executive Officers on Material changes in each item of the financial 
statements 
 

The following sections present a summary of our financial and operational information for the 
periods indicated. The following information should be read and analyzed in conjunction with the 
Corporationôs consolidated financial statements and the consolidated interim quarterly financial 
information of the Corporation and accompanying notes, which are available on the Corporationôs 
website (www.marfrig.com.br/ri) and on the website of the Securities and Exchange Commission 
of Brazil - CVM (www.cvm.gov.br).   

  

http://www.marfrig.com.br/ri
http://www.cvm.gov.br/
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BALANCE SHEETS 

 12/31/2013 AV 12/31/2012 AV 12/31/11 AV 

2013 x 

2012 

2012 x 

2011 

(in R$ thousand, except %)         

Current Assets         

Cash and cash equivalents 771,254 4.33% 919,908 3.59% 1,076,820 4.52% -16.16% -14.57% 

Financial investments 1,040,282 5.84% 2,258,286 8.83% 2,400,140 10.10% -53.93% -5.91% 

Trade accounts receivable ï domestic 1,075,602 6.03% 1,391,752 5.44% 1,032,510 4.33% -22.72% 34.79% 

Trade accounts receivable ï foreign 875,860 4.91% 401,563 1.57% 270,396 1.13% 118.11% 48.51% 

Inventories of goods and merchandise 1,828,552 10.26% 2,703,732 10.57% 2,526,827 10.61% -32.37% 7.00% 

Biological assets 350,106 1.96% 943,832 3.69% 711,169 3.00% -62.91% 32.72% 

Recoverable taxes 1,110,436 6.23% 1,240,457 4.85% 1,025,496 4.30% -10.48% 20.96% 

Prepaid expenses 81,949 0.46% 91,475 0.36% 85,689 0.36% -10.41% 6.75% 

Notes receivable 224,739 1.26% 77,372 0.30% 28,362 0.12% 190.47% 172.80% 

Advances to suppliers 59,370 0.33% 51,196 0.20% 33,166 0.14% 15.97% 54.36% 

Other receivables 75,580 0.42% 155,079 0.61% 168,538 0.71% -51.26% -7.99% 

Total current assets 7,493,730 42.03% 10,234,652 40.00% 9,359,113 39.30% -26.78% 9.35% 

Non-current Assets         

Financial investments 1,030 0.01% 886 0.00% 897 0.00% 16.25% -1.23% 

Court deposits 71,519 0.40% 44,366 0.17% 24,901 0.10% 61.20% 78.17% 

Notes receivable 55,657 0.31% 53,704 0.21% 37,912 0.20% 3.64% 41.65% 

Deferred income and social contribution 

taxes 
1,447,965 8.12% 1,851,747 7.24% 1,443,536 6.10% -21.81% 28.28% 

Recoverable taxes 990,162 5.55% 1,232,640 4.82% 1,188,552 5.00% -19.67% 3.71% 

Other receivables 33,207 0.19% 77,807 0.30% 85,294 0.40% -57.32% -8.78% 

Investments 54,774 0.31% 11,107 0.04% 13,195 0.10% 393.15% -15.82% 

Property, plant and equipment 4,754,752 26.67% 7,757,259 30.31% 7,095,302 29.80% -38.71% 9.33% 

Biological assets 113,483 0.64% 253,361 0.99% 219,783 1.00% -55.21% 15.28% 

Intangible assets 2,811,285 15.77% 4,071,925 15.91% 4,354,956 18.28% -30.96% -6.50% 

Total non-current assets 10,333,834 57.97% 15,354,802 60.00% 14,464,328 60.80% -32.70% 6.16% 

Total assets 17,827,564 100.0% 25,589,454 100% 23,823,441 100% -30.33% 7.41% 

         

Current Liabilities         

Trade accounts payable 1,596,091 8.95% 2,580,227 10.08% 2,783,120 11.70% -38.14% -7.29% 

Payroll and related charges 337,931 1.90% 506,969 1.98% 483,685 2.00% -33.34% 4.81% 

Taxes 114,651 0.64% 187,503 0.73% 171,246 0.70% -38.85% 9.49% 

Loans and financing 1,096,970 6.15% 3,359,130 13.13% 2,277,035 9.60% -67.34% 47.52% 

Notes payable 272,486 1.53% 352,852 1.38% 434,158 1.80% -22.78% -18.73% 

Lease payable 49,663 0.28% 38,805 0.15% 59,911 0.30% 27.98% -35.23% 

Dividends payable 0 0.00% 0 0.00% 412 0.00% 0.00% 0.00% 

Interest on equity 0 0.00% 0 0.00% 14,465 0.10% 0.00% 0.00% 

Interest on debentures 26,272 0.15% 144,445 0.78% 180,299 0.80% -81.81%% 10.59% 
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 12/31/2013 AV 12/31/2012 AV 12/31/11 AV 

2013 x 

2012 

2012 x 

2011 

Debentures payable 0 0.00% 199,400 0.56% - 0.00% -100.00% 0.00% 

Advances from customers 59,186 0.33% 90,553 0.35% 106,918 0.50% -34.64% -15.31% 

Other payables 135,316 0.76% 227,436 0.89% 161,850 0.70% -40.50% 40.52% 

Total current liabilities 3,688,566 20.69% 7,687,320 30.04% 6,673,099 28.00% -52.02% 15.20% 

Non-current Liabilities         

Loans and financing 7,816,522 43.85% 8,282,268 32.37% 8,326,043 35.00% -5.62% -0.53% 

Taxes 181,989 1.02% 252,737 0.99% 244,048 1.00% -27.99% 3.56% 

Deferred income and social contribution 

taxes 
646,857 3.63% 1,474,660 5.76% 1,415,676 6.00% -56.14% 4.17% 

Provisions for contingencies 26,462 0.15% 237,889 0.93% 188,725 0.80% -88.88% 26.05% 

Lease payable 103,096 0.58% 107,523 0.42% 242,823 1.00% -4.12% -55.72% 

Debentures payable 0 0.00% 396,676 1.55% 593,951 2.50% -100.00% -33.21% 

Mandatory convertible deed 2,113,113 11.85% 2,470,920 9.66% 2,479,307 10.40% -14.48% -0.34% 

Notes payable 4,414 0.02% 208,492 0.81% 30,537 0.10% -97.88% 582.75% 

Other 127,523 0.72% 165,877 0.65% 210,018 0.90% -23.12% -21.02% 

Total non-current liabilities 11,019,976 61.81% 13,597,042 53.14% 13,731,128 57.60% -18.95% -0.98% 

Total Liabilities 14,708,542 82.50% 21,284,362 83.18% 20,404,227 85.70% -30.90% 4.31% 

Shareholders' Equity         

Share capital 5,276,678 29.60% 4,926,678 19.25% 4,061,478 17.10% 7.00% 21% 

(-) Share issue expenses -108,210 -0.61% -108,210 -0.42% -74,960 -0.30% 0.00% 44% 

Capital reserve 184,800 1.04% 184,800 0.00% -19,222 -0.10% 0.00% 0.00% 

Acquisition of shares in subsidiaries 0,00 0.00% 0,00 0.00% -19,222 -0.10% 0.00% 0.00% 

Issue of common shares 184,800 1.04% 184,800 0.72% 0.00 0.00% 0.00% 0.00% 

Profit reserve 35,773 0.20% 33,604 0.13% 38,122 0.20% 6.45% -11.85% 

Legal reserve 44,476 0.25% 44,476 0.17% 44,476 0.20% 0,00% 0% 

Retained earnings 7,348 0.04% 7,348 0.00% 7,348 0.00% 0,00% 0% 

Treasury shares -4,361 -0.02% -6,530 0.00% -13,702 -0.10% -33,22% -52.34% 

Canceled treasury shares -11,690 -0.07% -11,690 0.00% - 0.00% 0.00% 0.00% 

Other comprehensive income -100,411 -0.56% 514,371 2.01% 508,844 2.10% -119.52% 1.09% 

Asset valuation adjustment -969,306 -5.44% -168,805 -0.66% -51,359 -0.20% 474,22% 228.68% 

Cumulative translation adjustment 868,895 4.87% 683,176 2.67% 560,203 2.40% 27,18% 21.95% 

Accumulated losses -2,259,304 -12.67% -1,395,005 -5.45% -1,259,861 -5.30% 61,96% 10.73% 

 

        

Non-controlling interest 89,696 0.50% 148,854 0.58% 164,813 0.70% -39.74% -9.68% 

Total shareholders' equity 3,119,022 17.50% 4,305,092 16.82% 3,419,214 14.40% -27.11% 25.91% 

Total liabilities and shareholders' 

equity 
17,827,564 100.00% 25,589,454 100.00% 23,823,441 100.00% -30.33% 7.41% 

 

  


















































































































































































































































































































































































