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Rating Action: Moody's upgrades FS to Ba3; stable outlook
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New York, June 15, 2022 -- Moody's Investors Service ("Moody's") has upgraded FS Agrisolutions Industria de Biocombustiveis (FS)'s Corporate Family Rating to Ba3 from
B1. At the same time, Moody's upgraded the Senior Secured notes issued by FS Luxembourg S.a r.I. unconditionally and irrevocably guaranteed by FS to Ba3 from B1. The
outlook for the ratings is stable.

Ratings upgraded:

FS Agrisolutions Industria de Biocombustiveis
- Corporate Family Rating: to Ba3 from B1

FS Luxembourg S.ar.l.

- Gtd senior secured notes: to Ba3 from B1
Outlook is stable for all ratings.

RATINGS RATIONALE

FS's upgrade to Ba3 incorporates the quick deleverage the company has presented since the rating was first assigned and Moody's expectation that FS will maintain an
adequate gross leverage and liquidity through commaodity cycles and while it undertakes the construction of its 3rd mill. The new mill will take FS ethanol production capacity
to 2.0 billion liters starting in the 2023-24 harvest from 1.4 billion liters in 2021-22. Moody's believes the new investment will benefit FS competitive position and scale in the
Brazilian corn ethanol market by increasing its already leading scale in Mato Grosso. FS will become one of the four largest ethanol producers in Brazil, behind BP Bunge
(2.4 billion liters), Atvos Agroindustrial Investimentos S.A. (3.2 billion liters), and Raizen Energia S.A. (Baa3 stable)(6.0 billion liters), all three sugarcane ethanol producers.

FS rating incorporates its scale among ethanol producers in Brazil, being the largest on corn feedstock. FS is a low-cost producer with favorable access to corn feedstock
and located in a region with a high demand for animal nutrition, co-product from the ethanol production process. The company is also low-carbon footprint producer
benefiting from a sustained demand growth for biofuels. Additionally, the company has a strong execution track record having expanded quickly to the 1.4 billion liters
production capacity presently from just 265 million liters in 2017, with its inaugural mill.

FS' rating is constrained by its high exposure to the dynamics of the ethanol and corn markets and the consequent susceptibility to sharp price volatility, event risks, weather
imbalances and global trade flows. The exposure to corn price as an input is partially offset by its animal nutrition business, since the price of the distillers grains is directly
correlated to those of corn and soymeal. The company's concentration in single-line commodity, production in two plants and in a single region exacerbates commodity risks.

FS liquidity is adequate even when considering about BRL2 billion in investments to be made in a new mill during 2022 and 2023. As of March 2022, cash balance of
BRL2.1 billion, compared to BRL976 million in short term debt maturities — mostly working capital lines. Total debt amounts to BRL5.8 billion, including BRL3.3 billion in
bonds. This debt balance is net of its Credit Linked Notes (ex-CLN), the company has BRL2.9 billion in CPR-f (financial rural producer certificates) which is referenced in
assets deposited abroad: BRL2.9 billion in a Total Return Swap (TRS). In March 2022, gross leverage at 2.17x (ex-CLN) with an EBITDA generation of BRL2.7 billion. In
2022-2023 Moody's expects revenues to advance over 8.6% on higher ethanol prices, but costs will raise about 18% pushed by higher corn prices, with that EBITDA will be
BRL2.1 billion and gross leverage 2.9x. Although the cash balance will likely fluctuate during the harvest, for working capital reasons, Moody's expects the cash and
restricted cash balance to cover all short-term maturities at the end of each harvest.

The stable rating outlook incorporates Moody's expectation that FS will maintain a sustained EBITDA generation with gross leverage below 4.0x even as it advances in the
construction of its third mill. The outlook also considers prudent shareholder distributions which should not jeopardize liquidity and leverage.

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS

Ratings are constrained by the concentration and single line commaodity exposure of the business (corn ethanol and relating co-products). An upgraded would require further
diversification of the business reducing geographic and commodity risk exposure coupled with a robust financial position with consistent positive free cash flow, adequate
leverage and liquidity profile. Quantitatively this would require Debt /EBITDA to remain consistently below 3.0x, Retained Cash Flow/Debt to remain above 20% and
EBITDA/Interest Expense to be sustained above 5.0x.

A downgrade could result from a consistent increase in leverage or a deterioration of liquidity profile. Large shareholder distributions or the deployment of large investments
that compromise short-term credit metrics and liquidity could trigger a downgrade. Quantitatively this would be the case if Debt /EBITDA is sustained above 4.0x, Retained
Cash Flow/Debt remains below 10% or EBITDA/Interest Expense remains below 2.5x.

The principal methodology used in these ratings was Chemical Industry published in March 2019 and available at https://ratings.moodys.com/api/rmc-documents/60461.
Alternatively, please see the Rating Methodologies page on https://ratings.moodys.com for a copy of this methodology.

FS is headquartered in Lucas do Rio Verde, state of Mato Grosso (MT), Brazil. The company produces mostly ethanol from corn feedstock. The company also
commercializes co-products generated in the production process, including destillers grains, wetcake, corn oil for livestock feed and electricity. FS is a limited liability
company and was established as a joint-venture between US-based Summit Agricultural Group with a 71.2% stake and Brazilian agricultural holding company, Tapajés S.A.
with a 23.7% stake. The remaining 5.0% stake is owned by the management. In the 2021-22 harvest, FS generated net revenue of BRL6.6 billion ($1.25 billion, converted
using the average rate for the period), with Moody's-adjusted EBITDA margin of 40.6%.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections Methodology Assumptions and Sensitivity to Assumptions in the
disclosure form. Moody's Rating Symbols and Definitions can be found on https://ratings.moodys.com/rating-definitions.

For ratings issued on a program, series, category/class of debt or security this announcement provides certain regulatory disclosures in relation to each rating of a
subsequently issued bond or note of the same series, category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain regulatory disclosures in relation to the
credit rating action on the support provider and in relation to each particular credit rating action for securities that derive their credit ratings from the support provider's credit
rating. For provisional ratings, this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in relation to a definitive rating
that may be assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms have not changed prior to the assignment of the
definitive rating in a manner that would have affected the rating. For further information please see the issuer/deal page for the respective issuer on
https://ratings.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this credit rating action, and whose ratings may change as a result of
this credit rating action, the associated regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if
applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment resulting from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit Ratings available on its website https://ratings.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating outlook or rating review.



Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit analysis can be found at
https://ratings.moodys.com/documents/PBC_1288235.

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates outside the EU and is endorsed by Moody's Deutschland
GmbH, An der Welle 5, Frankfurt am Main 60322, Germany, in accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating Agencies. Further
information on the EU endorsement status and on the Moody's office that issued the credit rating is available on https://ratings.moodys.com.

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates outside the UK and is endorsed by Moody's Investors Service
Limited, One Canada Square, Canary Wharf, London E14 5FA under the law applicable to credit rating agencies in the UK. Further information on the UK endorsement
status and on the Moody's office that issued the credit rating is available on https://ratings.moodys.com.

Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity that has issued the rating.
Please see the issuer/deal page on https:/ratings.moodys.com for additional regulatory disclosures for each credit rating.
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