MOODY’S
RATINGS

ISSUER COMMENT
18 May 2026

« Send Your Feedback

RATINGS
FS Industria de Biocombustiveis Ltda.

LT Corporate Family Ba3
Ratings
Outlook Negative

Source: Moody's Ratings

Contacts

Barbara Mattos, CFA
Senior Vice President
barbara.mattos@moodys.com

+55.11.3043.7357

Vitoria Flosi +55.11.3956.8713
Ratings Associate

vitoria.flosi@moodys.com

Marcos Schmidt +55.11.3043.7310
Associate Managing Director
marcos.schmidt@moodys.com

CLIENT SERVICES

Americas 1-212-553-1653
Asia Pacific 852-3551-3077
Japan 81-3-5408-4100
EMEA 44-20-7772-5454

Corporates

FS Industria de Biocombustiveis Ltda

Investment by Amaggi will strengthen liquidity and bring
synergies

On 13 May, ethanol producer FS Industria de Biocombustiveis Ltda. (FS, Ba3 negative)
announced that Andre Maggi Participacoes S.A. (Amaggi, Ba3 under review for downgrade)
will acquire a 40% equity stake in the company through a combination of primary capital
injection (about $100 million or BRL500 million) and share purchases from existing
shareholders. The transaction is subject to the approval by Brazil's antitrust authority.

The Amaggi investment strengthens liquidity at FS while it has elevated capital spending and
working capital needs related to the construction and ramp-up of its fourth corn ethanol
plant in Mato Grosso. The transaction will bring operational synergies as well, in particular
related to corn origination and logistics. However, it does not affect FS's Ba3 corporate family
rating or negative outlook.

The transaction introduces a more formal financial policy, including a dividend framework
that caps distributions at 70% while leverage remains elevated (measured by net debt higher
than 3.5x equity). The cap supports earnings retention and gradual equity build-up (BRL249
million of total equity at year-end 2025).

After the close, FS will maintain operational independence, while its governance structure
will evolve to reflect the new shareholder composition. Summit will remain the largest
shareholder and retain control, while Amaggi will become a significant minority shareholder
(40% stake) with board representation. Current management will remain in place, avoiding
strategic or operational disruptions. Even though the new structure introduces additional
governance considerations since decision-making will require alignment between the key
shareholders, we expect the financial strategy to be broadly maintained. Moreover, the
corporate structure will be simplified, with FS S.A. becoming the main company and FS Ltda
a wholly owned subsidiary.

The equity infusion bolsters liquidity and capital structure at FS amid increased capital
expenditures to build its fourth facility in Campo Novo dos Parecis. The expansion, coupled
with substantial working capital requirements, will maintain negative free cash flow
generation through March 2027. The additional equity lessens the company's need to rely
on more debt for funding its growth initiatives. Alternatively, the additional equity can be
utilized to reduce existing debt levels, thereby modestly enhancing leverage. If the entire
$100 million equity injection was used to reduce debt, pro forma (Moody's-adjusted)
leverage, measured by total debt to EBITDA, would decline to 3.2x as of year-end 2025 from
3.4x, but would increase in 2026 closer to 3.8x (see exhibit).


https://moodysanalytics.fra1.qualtrics.com/jfe/form/SV_6nSiBDZYONp8Y7Q?pubid=PBC_1485734
https://www.moodys.com/entity/867189362/overview
https://www.moodys.com/entity/867263917/overview
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Exhibit 1
Pro forma leverage declines modestly with equity injection ($100 million) used for debt reduction
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While FS benefits from currently favorable market conditions for corn-based ethanol, which is supported by higher oil prices, domestic
blending requirements and export demand, we anticipate that FS will continue to generate negative free cash flow in the near term and
maintain leverage that is high for the current rating category, factors that are the main drivers of the negative outlook.

FS is headquartered in Lucas do Rio Verde, Mato Grosso, Brazil. The company produces ethanol from corn feedstock. It also
commercializes the co-products generated in the process, including distillers dried grains (DDG), wetcake, corn oil for livestock feed,
and electricity and steam. FS is a limited liability company controlled by the US-based Summit Agricultural Group (with a 70.7% stake),
with others, including Marino J. Ferraz, Amerra Chapada LLC, Miguel V. Ribeiro, and Paulo S. Franz holding 24.3% and the management
team holding a 4.7% stake. FS generated net revenue of BRL12.9 billion ($2.3 billion) in 2025 with an EBITDA margin of 29.1%.

Headquartered in Cuiaba, in the state of Mato Grosso, André Maggi Participagdes S.A. (Amaggi) is one of Brazil's largest trading
companies and agricultural producers. Amaggi is a large-scale, integrated producer of agricultural commodities, a grain originator,
processor and trader. It is one of Brazil's largest grain logistics operators. Amaggi generated $8.4 billion of revenue in 2025, with an
EBITDA margin of 7.6%.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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