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São Paulo, November 9, 2022 – BRF S.A. (B3: BRFS3; NYSE: BRF) – “BRF” or “Company” releases its results 

for the 3rd Quarter of 2022. The comments included here refer to results in Reais, in accordance with 

Brazilian Corporate Law and practices adopted in Brazil and in accordance with International Financial 

Reporting Standards (IFRS), which comparisons are based on the same periods of 2021 and/or prior years, 

as indicated. 

Disclaimer 

The statements included in this report concerning the Company's prospective business, projections and its 

growth potential are mere forecasts and were based on Management's expectations regarding the Company's 

future. These expectations are highly dependent on market variables and the general economic performance 

of the country, the industry, and the international market, and are therefore subject to change. 

MESSAGE FROM MANAGEMENT 

Dear Sir(s)/Madam(s) 

During this time at BRF, I have found a company with competent professionals at all levels, a management 

system with highly qualified indicators that will allow us to extract the best performance from the Company 

through disciplined execution. BRF has strong brands that are present in 95% of Brazilian households, 

excellent product portfolio, and the appropriate operational infrastructure to build a result that is compatible 

with our potential.  

We need and we will make progress in operational efficiency, improving feed conversion ratios, mortality, 

yield and productivity, both in slaughter and boning, and, consequently, we will improve our occupancy rate. 

We will reduce our costs by optimizing the hours worked, without neglecting to control fixed costs.   

Our work, together with the management and all other levels of the company, involves consistent progress 

in operational performance. We have solid internal benchmarks, and we will continue to invest in the 

qualification and training of our employees, a fundamental aspect in a labor-intensive industry such as ours.  

The geographical location of our plants and warehouses and our grain origination capacity are two existing 

competitive advantages that must be reinforced in order to have an even more balanced, dynamic and 

flexible supply chain. We will further improve our pricing and inventory management system, with flexibility 

between domestic and export markets, so that, at the right timing, we will have a more agile and flexible 

company.    

We will continue to diversify markets and improve animal yields with focus on profitability, without overlooking 

the need to prepare our industrial footprint to meet the demands of new markets and their qualifications.    

On the logistics front, the focus is on optimizing fleet occupancy and fill rate, with significant improvement 

in service levels to our customers. We will work to improve the scheduling and the optimization of energy 

costs. We will continue to improve service levels and commercial execution.  

Capital allocation is key and will be disciplined, both in the short and medium term, without compromising 

the future.  

We will simplify management practices with rationality, pragmatism, and assertiveness, realigning incentive 

models to enhance execution capacity and, consequently, improve our performance. With agility, industry 

knowledge, pragmatism, focus, and rationality, we are certain that it is possible. We have the capacity to 

deliver and to fulfill commitments.   

We thank our more than 98,000 employees, our controller, our Board of Directors, shareholders, integrated 

producers, customers, partners, and the communities where BRF is present. We will continue to evolve the 

company to make it increasingly more competitive and profitable. 

 

Miguel de Souza Gularte 

Global CEO  
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OPERATIONAL AND FINANCIAL PERFORMANCE  

 

The 3Q22 results were impacted by the monetary correction of the financial information of its subsidiary in 

Turkey, whose economy is now considered hyperinflationary. Thus, all non-monetary assets and liabilities, 

as well as the income statement items, are adjusted for inflation with a corresponding impact on Financial 

Result, as per note 1.5 to the Interim Financial Information and table below. 

 

¹ Accounting (non-cash) impacts refer to the non-cash impacts of updating the balances of subsidiary operations in Turkey, 

considered a hyperinflationary economy.  

Next, we will present the results by segment, with the respective analyses in the quarterly comparisons 

eliminating the accounting impacts of Turkey's hyperinflation. 

BRAZIL SEGMENT 
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This quarter, we reported 15.0% q/q expansion in Adjusted EBITDA and margin stability over the previous 

quarter. We highlight the revenue increase of 4.3% q/q, mainly due to the 3.8% growth in processed products 

volume, while price grew 1 p.p. q/q. The household consumption environment in the domestic market is 

challenging, the real average income1 of the population remains at historic lows, and accumulated food 

inflation reached 11.71%2 in September. Even with the intensification of governmental actions to help the 

population, there are indications that the resources made available have been directed to debt repayment3, 

we also observe that the current subsidy has reached only 9% of families, concentrated in the D & E classes, 

in which the penetration of processed products is lower.  

However, we observed sequential improvements in the segment's results through actions directed at ensuring 

adequate price positioning to the consumer, increasing the shelf space of our products, improving the 

strategy for displaying the portfolio at points of sale, as well as increasing the numerical distribution and the 

number of active customers. We advanced in market share notably in the margarine (+1.4p.p.) and 

processed products (+0.7p.p.) categories in the last bimonthly readings4. 

We will continue to focus on the recovery of our operational indicators that will enable greater competitiveness 

to drive the recovery of the segment's margins.  

INTERNATIONAL SEGMENT  

 

1. Asia 

 

The Asian markets present a 7.4% expansion of net revenue in the yearly comparison, mainly by i) the 

improvement of prices in dollars of chicken meat to China (+37.0%)5, Japan (+24.2%)6 and South Korea 

(+22.4%)7, which offset lower volumes of pork and chicken meat to China, where Brazilian imports of chicken 

and pork meat fell 35.9% and 8.3%8, respectively. In this quarter, we advanced in the licensing of the 

Campos Novos - Santa Catarina plant to export pork meat to Singapore and in the licensing of the Marau, 

Rio Grande do Sul plant to export processed chicken meat products to Japan, expanding the market 

alternatives to capture opportunities. We also renewed the license for the Uberlândia plant to export chicken 

meat in natura products to Malaysia. 

 

1 Real average usual income. -3% when comparing 3Q22 average vs 2018-2022 average (through Sep/22) Source: 
Brazilian Institute of Geography and Statistics (IBGE). 
2 IPCA Food. Source: Brazilian Institute of Geography and Statistics (IBGE). 
3 Indebtedness reaches 5.3% of the individuals. Selic Interest Rate of 13.75%. Source BCB. 

   4 Source: Nielsen, comparison 4th bimester 2022 x 5th bimester 2022. 
5 Variation of the average price (U$/tons) in 3Q22 vs 3Q21. Source: Secretariat of Foreign Trade - SECEX 
6 Variation of the average price (U$/tons) in 3Q22 vs 3Q21. Source: Secretariat of Foreign Trade - SECEX 
7 Variation of the average price (U$/tons) in 3Q22 vs 3Q21. Source: Secretariat of Foreign Trade - SECEX 
8 Source: Secretariat of Foreign Trade - SECEX 
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We highlight the sequential evolution of results, with a 9.8 p.p. q/q expansion of the EBITDA margin in the 

region, impacted by the good momentum of chicken meat for the Asian markets in general.  The dollar price 

of Secretariat of Foreign Trade (SECEX) export chicken meat to Japan increased 3.3%, while to China chicken 

meat increased 19.6% q/q9, while pork meat increased 5.9%10.  

2. Halal Distribution - Halal DDP 

 

In this quarter, the EBITDA margin returned to levels close to those of 2021, +0.4p.p. y/y. We highlight the 

16.1% y/y volume growth and 7.7% y/y increase in average prices in dollars offsetting the increase in costs. 

Compared to the previous quarter, we highlight the 3.1% q/q volume increase, which contributed to further 

consolidate our leadership in the region, especially in the processed food category, in which we observed 

growth of 8.4% q/q. The 10.2p.p. q/q EBITDA margin retraction in the region is mainly explained by i) the 

6.8% q/q reduction in dollar prices in the GCC countries11, after the historical peaks observed in June and 

July; ii) the impact of FX on local inventory costs; and iii) the deterioration of Turkey's results, given the 

challenging macroeconomic scenario in the region.  

In the GCC, we highlight the 1.7p.p.12 q/q market share expansion in processed products, reaching 18.1%13 

in the quarter, +3.3 p.p.14 y/y. The share of value-added items reached 21% of the volume sold in the 

region. The intensification of tourism and the expansion of the local economy, with emphasis on the World 

Cup in Qatar, will contribute to sustain profitability at high levels in the segment. During the quarter our 

plant in Kizad, Abu Dhabi was rehabilitated to export processed products to Saudi Arabia, increasing the 

supply of processed products to the country.  

In Turkey, a challenging scenario of accumulated inflation of 83.4%15 puts pressure on disposable income 

and the purchasing power of consumers, inhibiting cost transfers in the same proportion. We are increasing 

the volume of exports to restrict the local supply, stimulating the reaction of the domestic market. Despite 

this scenario, volume in this region grew 8.0% q/q, strengthening our leadership with a consolidated market 

share gain of 0.5p.p..16 y/y to 22.4%17, with emphasis on the processed products category, which reached 

30% of market share in the third quarter. 

 

9 Average Price U$/tons 3Q22 vs 2Q22. Source: Secretariat of Foreign Trade - SECEX 
10 Average Price U$/tons 3Q22 vs 2Q22. Source: Secretariat of Foreign Trade - SECEX 
11 Oman, United Arab Emirates, Saudi Arabia, Qatar, Bahrain, and Kuwait. 
12 Source Nielsen, 3Q22 vs 2Q22, held until September 2022. 
13 Source: Nielsen. 3Q22, held until September 2022. 
14  Source Nielsen, 3Q22 vs 3Q21, held until September 2022. 
15 12-month accumulated variation. Source: Bloomberg. 
16 Source Nielsen, 3Q22 vs 2Q22, held until September 2022. 
17 Source: Nielsen, accumulated result for July to September 2022. 
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3. Direct Exports 

 

In 3Q22, there was a new record revenue for the segment, which totaled R$2,171 million, up 24.8% y/y, 

mainly due to the 29.8% increase in the average sales price, which reflects the SECEX export price movement 

of Brazilian chicken meat that rose 21.6% y/y18. The increase offset lower poultry volumes to non-GCC Halal 

markets. Thus, the division presents a 9.6 p.p. y/y expansion in gross margin that compensates the increase 

in operating expenses, impacted by the higher cost of international freight.     

In relation to the previous quarter, we observed sequential volume growth and an increase in BRF's share 

within Brazilian exports to the GCC (+1 p.p.)19, Africa (+3 p.p.), the Americas (+4 p.p.) among other 

markets. Although we have observed a drop in export prices of chicken meat in the Gulf countries since July, 

prices have settled at high levels, according to SECEX, an increase of 22.9% y/y, while export prices of 

chicken meat to Chile and Mexico increased by 22.0% and 56.4% y/y 20, respectively. We believe that the 

protein supply restriction will continue to sustain prices at high levels, allowing us to perform well in direct 

exports.  

The company continues to prospect market opportunities, among which we highlight new qualifications for 

our plants granted for exports to destinations such as Canada, Singapore, Cuba, Mexico, Japan, and 

Malaysia21.  

OTHER SEGMENTS 

 

The result of Other Segments reflected the positive performance in the Ingredients and Pet business, in sales 

volumes and in revenues. 

In the Ingredients segment, BRF maintained the good performance achieved in 2Q22, capturing 

opportunities, and expanding business alternatives. We continue to add value to our co-products to maximize 

business integration and aggregate profitability. Compared to the same period in 2021, it realized a 29.9% 

higher net price, offsetting the lower volume.  

 

For the Pet Food segment, the Company presents evolutions in the 3Q22 results. EBITDA increased 27.2% 

compared to the previous quarter, we continue to move forward with the integration plan and in capturing 

synergies.  

 

18 Variation of the average price (U$/tons) in 3Q22 vs 3Q21. Source: Secretariat of Foreign Trade - SECEX 
19 Variation of the percentage share of BRF exports over Brazilian exports. Source: Secex and BRF. 
20 Average Price U$/tons 3Q22 vs 3Q21. Source: Secretariat of Foreign Trade - SECEX  
21 Until October/2022 
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CORPORATE  

 

This segment was impacted by i) -R$16.9 million in provisions for civil and tax contingencies; ii) -R$19.0 

million related to disposal and write-off of fixed assets; iii) +R$7.6 million related to income from asset 

demobilization; and iv) +R$0.3 million related to other net effects (as per Explanatory Note 25 to the Interim 

Financial Information). 

BRANDS AND INNOVATION 

Brazil: 

We simplified our portfolio disposing low representative items to improve profitability and optimize inventories 

with higher service efficiency. We have reinforced our product portfolio by launching new products for 

barbecues and festive celebrations in general, especially with the NaBrasa line from Perdigão (e.g., pork's 

prime Brazilian cuts for barbecue), fresh peperoni sausage, new packaging with various weights of cheese 

slices, pork hamburger, among others. This quarter, Sadia and Perdigão brands together registered an 

increase of 0.3 p.p. in preference in the food sector, versus the accumulated in the same period of the 

previous year, closing the quarter with 42.8%22. For margarines, we reached 60.4% preference, with Qualy 

being responsible for 51% of this total. According to Nielsen, we have evolved in market share in the last 

bimonthly readings, especially in margarines (+ 1.4p.p.) and processed products (+0.7p.p.) with growth 

leveraged by cold cuts, which grew 1.2p.p. vs. the last two months, being 0.6p.p. at Sadia and 0.6p.p. at 

Perdigão. Franks and sausages show 0.4p.p. increase. Our brands were also highlighted in Folha's "Top of 

Mind" award, where Sadia received the award for the 10th consecutive time for frozen meals and for the first 

time in the peperoni sausage category, which debuted this year. Qualy is the leader for the 17 th consecutive 

time in the margarine category.  

In addition, we have initiated several campaigns focused on highlighting the attributes of our brands' iconic 

products. We present the new signature and positioning of the Sadia brand: “Seu dia pede Sadia” (your day 

calls for Sadia). A contemporary language that reinforces its product attributes and superiority in consumer 

preference. Perdigão released the webseries "Receitas com Calabresa" (Recipes with Calabresa) through 

Globoplay, Youtube and Spotify that generated more than 198 million impacts with the campaign and was 

present in the program of our ambassador, Pipoca da Ivete. Qualy, the favorite margarine of Brazilians, has 

innovated with its new campaign highlighting with irreverence the quality and unique flavor with its new 

ambassadors, Supla, Jojo Todynho, and Ary Fontoura. 

International: 

BRF continues to gain market share in Halal markets, consolidating its leadership and competitive advantage. 

According to Nielsen, we expanded our GCC share sequentially to 37.7%, +1.9 p.p. y/y, with gains in both 

the In Natura and processed categories over the same period last year. This quarter, we highlight the 

sequential growth of +1.7 p.p. for processed foods. We also achieved a 48.0% share of the Griller market in 

the region. 

The marketing communication in UAE, Oman, Kuwait, and Qatar focused on the variety of the breaded 

portfolio, among them the latest innovations, such as the Sadia Mini Chef line and Sadia Nuggets Tempura. 

In Saudi Arabia, we partnered with influencers to create engaging and relatable content that would resonate 

with and spark interest in the modern matrix. The campaign reached 11 million people throughout the GCC 

region. 

In Turkey, the Banvit brand maintained its leadership in all subcategories of the Turkish market reaching 

22.4%23 consolidated market share. In ready-to-go meals we reached 30.0% and in chicken cuts we reached 

18.8%, a gain of 3.8 p.p. y/y.  

 

22 Source: Kantar Insights – Food’s tracking  
23 Result by September 2022. Source: Nielsen. 
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Other Segments: 

Pet: For the pet food segment, we highlight the expansion of the portfolio for puppies of the Gran Plus Choice 

and Gran Plus Gourmet lines. Biofresh, the super-premium natural brand, has launched new packaging, new 

flavors for kittens, adult and neutered cats, and a new product option for senior cats.  

ESG Highlights 

In this third quarter 2022, we continue to move forward with ESG at the core of BRF's business strategy, 

with the following highlights: 

• BRF's Kizad unit received the "Green Industries" environmental seal from the Abu Dhabi Environment 

Agency (EAD). The initiative recognizes the plant's sustainable practices. The Company was the first 

foreign company in the United Arab Emirates to earn the seal. 

• Advances in the use of clean energy with the use of solar panels by the Company's integrated 

producers. BRF already operates with 91% of its energy from renewable sources. 

• Use of satellite technology to ensure the tracking of 100% of the grains coming from the Amazon 

and Cerrado biomes by 2025. Currently, we have more than 95% traceability of direct suppliers from 

these biomes. 

• Recognized for the 13th consecutive year with the Gold Seal by the GHG Protocol Program, which is 

granted to the complete inventories of institutions that present their greenhouse gas emissions 

verified by specialized companies. 

CONSOLIDATED PERFORMANCE 

Net Operating Revenue (ROL) 

 

In this quarter, our net revenue in the annual comparison was driven by i) the increase in sales volume; ii) 

the advance of prices in international markets, especially in the Asia and Direct Exports segments; iii) the 

price pass-through in the domestic market. Eliminating the effects of hyperinflation in Turkey, the pro-forma 

consolidated net revenue reached R$14,039 million in the period. 

Operating income protection strategy - hedge accounting 

The effects of the financial instruments for exchange protection of the result totaled - R$39.7 million in 3Q22, 

according to Explanatory Note 24.5 of the Interim Financial Information, and arise from positions settled in 

the quarter, whose formation occurred over the 12 months prior to their settlement. 

    

* Weighted average rate 

Similarly, the position due, according to Explanatory Note 24.4.2.ii to the Interim Financial Information, is 

shown below. 

 

 * Weighted average rate 

The Company may carry out additional contracting for cash flow protection, as foreseen in its Financial Risk 

Management Policy, always backed by future export revenues, as its probability evolves and assuming a 

defined time horizon of up to 12 months. For cash flow hedge purposes, we emphasize that its objective is 
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to protect the operational result and reduce volatility, not allowing, under any circumstances, the contracting 

of derivative financial instruments for speculative purposes. 

Cost of Goods Sold (COGS)  

 

Compared to 3Q21, we observed a unit cost increase mainly due to i) higher grain prices (soybeans +11.0% 

y/y, soybean oil +16.6% y/y and soybean meal +6.6% y/y)24; ii) higher labor costs, a 12-month accumulated 

INPC of 7.2% until September; iii) increase in fuel prices (ANP diesel +53.7% y/y25 and Brent oil +44.3% 

y/y)26; and iv) inflationary effects on goods and services impacted by inflation, with IPCA of +7.2%27 and 

IGP-M28 of +8,2%. 

Eliminating the effect of Turkey's hyperinflation, the pro-forma cost of goods sold reached R$11,413 million 

in the period. 

When analyzing the Embrapa ICP theoretical cost index, it is possible to observe an increase in the production 

cost of swine of 3.7% q/q29 and a slight drop in the production cost of chicken of -1.6% q/q, reflecting the 

drop in the spot price of grains, but still at high levels. In the annual comparison, the indexes show a 5.1% 

and 8.9% y/y increase30 for chicken and pork, respectively. We still see the profitability of producers 

pressured by the challenging scenario to produce these animals in Brazil, with margins of chicken and pork 

producers at levels below the historical average. The graphs below show the evolution of the ICP-Embrapa 

and the producer margin index31. 

 

 

24 6-month moving average variation of grain and oil prices. Source: Bloomberg and Cepea/ESALQ 

25 Source: ANP - Brazilian National Agency of Petroleum, Natural Gas and Biofuels (Average 3Q22 vs average 3Q21) 

26 Variation of the quarterly average price (U$/barrel). Source: Bloomberg 

27  12-month accumulated variation. Source: Brazilian Institute of Geography and Statistics 
28  12-month accumulated variation. Source: Fundação Getúlio Vargas 
29  Embrapa production cost index (ICP Chicken and ICP Swine) quarterly average variation, 3Q22 vs 2Q22, publicly 
available at www.embrapa.br 
30  Embrapa production cost index (ICP Chicken and ICP Swine) quarterly average variation, 3Q22 vs 3Q21, publicly 
available at www.embrapa.br 
31 Source: Bloomberg, CEPEA-Esalq. Price of whole chicken and pork carcass relative to cycle-adjusted feed cost of 
chicken and pork on Basis 100 

   

   

   

                               

                                                     

Evolution of the Embrapa Cost Index - Base 100 

 

http://www.embrapa.br/
http://www.embrapa.br/
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Operating Expenses 

 

The percentage of operating expenses over net revenue remained stable in comparison to 3Q21 (-0.3 p.p.).  

We observed an increase in selling expenses, impacted by the increase in freight and fuel rates in the 

domestic market and in international logistics. On the other hand, the Company presented a 15.4% reduction 

in administrative expenses and fees, partially mitigating the inflationary movements of costs and services, 

through Spend Matrix Management. We highlight the sustained investments in marketing campaigns and 

point of sale actions, with the active participation of the Sadia and Perdigão brands in television 

advertisements for the Qatar World Cup, both in the domestic market and in international markets such as 

Turkey and Halal DDP.  

Other Operational Results  

 

This performance is mainly due to i) recovery of expenses of R$11MM; ii) reimbursement for assured 

indemnity of claims in R$ 8 MM; and iii) results from the sale of assets in R$ 8 MM. For futher details about 

this item, see Explanatory Note 27 to the Interim Financial Information.    

Net Financial Result 

 

The main components of the net financial result have been grouped into the following categories:  

Financial revenues: The execution of the repurchases of bonds maturing in 2030 and 2050 in the amounts 

of US$ 102.3 million and US$ 86.9 million, respectively, resulted in a financial gain of R$ 214 million allocated 

in the other financial income account. Additionally, the higher remuneration on the liquidity position, due to 

the higher interest rate (CDI) observed in the period and the higher balance of cash and investments 

contributed positively. 

Financial Expenses: They arise from the effect of the following accounts described below: 

(i) Interest on loans and financing: Increase in interest expenses in reais by R$ 159 million in 3Q22 due to 

the higher CDI in the period, as well as the balance of debt exposed to the CDI (DI accumulated. 3.21% in 

3Q22 vs. 1.19% in 3Q21), partially offset by the reduction in interest expenses in other currencies by R$56 

million (average exchange rate of R$5.26/US$ in 3Q22 vs R$5.23/US$ in 3Q21), caused mainly by the lower 

balance of debt in foreign currency, due to bond maturities at the end of 2Q22, as well as the effect of the 

bond buybacks that occurred in 3Q22.  
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(ii) Interest on contingencies and leases: Lower expenses in 3Q22 by R$7 million due to lower interest on 

civil contingencies. 

(iii) Adjustment to present value (APV): Reflects the higher balance of suppliers and higher interest rates in 

the comparison between the periods. The APV refers to the finance charge associated with the payment 

terms of customer and supplier accounts, with a corresponding entry in gross profit. 

(iv) Released Option - Business Combination (Banvit): The fair value of the put option related to the business 

combination ("put option" Banvit) fluctuated in accordance with Banvit's results. This option was extinguished 

in December 2021, with a null impact in 3Q22 compared to a negative impact of R$353 million in 3Q21. 

(v) Other financial expenses:  Includes bank fees, expenses with credit assignment and insurance, taxes on 

financial income, provision for tax credit discount, among other effects. Higher expenses in 3Q22 were mainly 

due to the consistent increase in the CDI rate in the period, as well as higher taxes on financial income and 

the provision for tax credit discounts. 

(vi) Monetary and exchange variations and derivative results: The Company has financial assets and liabilities 

denominated in foreign currency, the exchange rate variations of which affect the financial result. The 

Company enters into derivative financial instruments to hedge this net balance sheet currency exposure, as 

per note 24.4.2 of the Interim Financial Information. In 3Q22, the 3.2% depreciation of the real in the period 

(closing exchange rate of R$5.41/US$ in Sep/22 vs. R$ 5.24/US$ in Jun/22) had a negative effect in the 

exchange variation on monetary assets and liabilities of R$ 139 million. The result with derivatives in the 

amount of -R$ 11 million is explained by: (i) +R$139 million of exchange variation, neutralizing the negative 

effect of exchange variation on monetary assets and liabilities (as highlighted above), and (ii) -R$150 million 

of interest and fair value. Additionally, net monetary gains of +R$61 million were recognized for the 

hyperinflationary impact of the operations in Turkey. 

Net Profit (Loss) 

 

The Company recorded a loss of R$ 137 million vs. a loss of R$ 271 million in 3Q21 from continuing operations. 

The R$134 million improvement is mainly explained by lower financial expenses of R$303 million and a 

positive net, non-cash impact of Turkey's hyperinflation of R$17 million, which offset the lower corporate 

EBIT of R$167 million in the annual comparison.  

 

Adjusted EBITDA  

 

¹ includes hyperinflation effect of R$33 million and impact of non-controlling shareholders' participation in the amount of R$7 million. 
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CAPITAL STRUCTURE 

Free Cash Flow Table 

  

* The free cash flow statement above does not follow the same methodology as the accounting cash flow statement presented in the Interim Financial 

Information, notably with respect to: (i) derivative instruments for protection of balance sheet currency exposure that are reclassified from operating 

cash flow to financial cash flow; and (ii) the repayments and borrowings of loans and financing that are classified as financial cash flow in the accounting 

documents, but considered outside the generation of free cash flow in this flow, making up the total cash variation. 

Free Cash Flow 

The evolution of the operating cash generation contributed significantly to the sequential improvement of 

the free cash flow excluding the currency effects. The free cash flow generation in the quarterly comparison 

was higher by approximately R$ 400 million, if we disregard the exchange rate effects observed in the 

period. Below we present the breakdown of the free cash flow components: 

Operating Cash Flow and Cash Conversion Cycle 

In 3Q22 the operating cash flow reached 1.355 billion, as a result of steady operating performance (EBITDA) 

and reduced cash conversion cycle. Despite the seasonal evolution of commemorative finished product 

inventories and the increase in strategic grain stocks during the “safrinha” (second crop season), we were 

able to materialize important reductions in secondary and meat raw material inventories. We also observed 

an increase in the amounts receivable from customers and an evolution in the amounts payable to suppliers 

because of the increase in the average negotiated terms. Other variations in working capital are explained 

by i) provisions for 13th salary, vacation, and bonus at +R$153 million; ii) the exchange variation of other 
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assets and liabilities32 at +R$ 124 million; (iii) advances to suppliers and from clients at -R$ 119 million. The 

Company has offset federal and state taxes in the amount of R$ 282 million in 3Q22 (see Explanatory Note 

9.4 to the Interim Financial Information). 

The Company's cash conversion cycle ended 3Q22 with an efficiency of 13.6 days, record low, down 2.9 

days from the same period last year and 1.5 days from 2Q22. The variation is essentially due to the increase 

in the average term of inventories, mainly due to the higher volume of grains and products from the year-

end commemorative portfolio more than offset by the average term of suppliers. 

Investment Cash Flow 

Cash flow from investments totaled R$1,070 million in 3Q22, R$ 700 million lower than in 3Q21 due to lower 

Capex spending and the negative net impact of M&A in 3Q21 with the acquisitions of companies in the Pet 

segment - Hercosul and Mogiana Alimentos. 

The Capex in the quarter totaled R$ 950 million, representing a 4% reduction in relation to 3Q21. We observed 

a strong reduction in growth investments due to the completion of major projects in the last twelve months, 

offset by the progress in operational efficiency projects, with initiatives for automation and modernization of 

production units. 

A total of R$ 392 million were allocated in projects for growth, efficiency and support; R$ 348 million for 

biological assets and R$ 209 million for leasing and others, as shown in the table below. 

 

Among the main projects in 3Q22 we highlight the following: 

• Growth:  

(i) Project for expansion of production capacity in the foreign market in the Bandirma unit in Turkey. 

(ii) Project for making the co-products generated at the slaughterhouse profitable, by increasing the 

hydrolyzed protein capacity at the Concórdia - SC unit. 

(iii) Projects to meet the demand for industrialized products in the domestic market, with emphasis 

on investments in increasing capacity for sausages in Videira – SC, cured sliced products in 

Concórdia – SC, and ham in Uberlândia – MG. 

(iv) Increase in capacity for frozen goods in natura in Rio Verde - GO and Mineiros - GO. 

(v) Projects for licenses in new markets. 

 

• Efficiency:  

(i) Projects for automation of the slaughter line at the unit in Uberlândia - MG. 

(ii) Technology projects in new retail marketing platforms. 

(iii) Projects to increase operational efficiency in the industrial production and logistics chain, aiming 

at diluting fixed costs, reducing expenses, and increasing productivity, with highlights for the 

Toledo - PR, Dourados - MT, and Lucas do Rio Verde - MT units. 

 

• Support:  

(i) Asset replacement projects for the industrial park. 

(ii) Projects for improving the working conditions of employees in production processes. 

(iii) Projects for maintenance of forestry operations. 

 

32 Effect of exchange rate variation by the translation of working capital items denominated in foreign currency, which 
have as a counterpart the financial result and equity. 
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(iv) Projects for renovation and adequacy of assets related to product quality in slaughterhouses, 

factories, and farms. 

(v) Digital Journey projects with tools focused on information security, implementation of corporate 

and operational management programs, and improving customer experience. 

 

Financial Cash Flow 

In the face of a consistent increase in the CDI rate, net interest expenses and cash-effect financing showed 

an increase of R$114 million in relation to 3Q21. The financial cash flow totaled a cash consumption of 

R$511 million in 3Q22, when incorporating the exchange effects of derivatives for balance sheet protection 

and Foreign Exchange Variation of Cash and Cash Equivalents, which totaled R$ 129 million, mainly due to 

the exchange devaluation observed in 3Q22 (closing exchange rate R$ 5.41/US$ in Sep/22 vs. R$5.24/US$ 

in Jun/22). The company emphasizes that it has been actively managing to mitigate short-term impacts on 

cash due to exchange rate volatility through liability management initiatives that contribute to the reduction 

of net indebtedness in dollars, thus reducing the need for the intensive use of derivatives to cover exchange 

rate risk. 

Indebtedness 

 

 * The cash considered is composed of: Cash and Cash Equivalents, Financial Investments and Restricted Cash. 

Total gross debt includes the item Net Derivative Financial Instruments, current and non-current, in the 

aggregate amount of R$70 million, as per Explanatory Note 24.3 of the Interim Financial Information. The 

Company's gross leverage ended the quarter at 5.30x vs. 4.47x in the same period of the previous year. 

Funding for the quarter totaled R$2,188 million and settlements totaled R$1,473 million. Additionally, the 

average indebtedness term ended 3Q22 at 8.4 years, a reduction of 0.9 years compared to 3Q21. 

We completed the following operations in the quarter: (i) issuing R$ 1.7 billion in Certificates of Agribusiness 

Receivables - CRA, (ii) raising R$ 387 million in Rural Credit, and (iii) repurchasing US$ 189.2 million in bonds 

maturing in 2030 and 2050, among other contracts in subsidiaries. 

Net indebtedness totaled R$14,830 million in 3Q22, an increase of R$564 million when compared to 2Q22, 

due mainly to the impact of the exchange devaluation on net debt, of -R$353 million. The Company's net 

leverage, measured by the ratio of net debt to last twelve months Adjusted EBITDA, reached 3.26x in 3Q22 

vs. 3.14x in 2Q22 (USD equivalent leverage reached 3.17 vs. 3.15 in 2Q22). 

In the normal course of business, the Company may consider from time-to-time repurchasing any of its 

Senior Unsecured Notes (bonds), subject to market conditions, as an alternative to reduce the cost of capital 

and better equalize the exchange rate indexation of the debt profile. Such repurchases can even occur 

through open market transactions. In accordance with applicable laws, such transactions can be entered into 

at any time and the Company has no obligation to purchase any specific amount of the bonds.  

The Company reiterates that it has no financial leverage covenants and reaffirms that it will continue to act 

in a disciplined way in the management of its capital structure, liquidity, and leverage. 
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*Financial cash flow discounting exchange rate derivatives cash effect and exchange variation of cash from applications 

 

RELATIONSHIP WITH INDEPENDENT AUDITORS 

Under CVM Instruction 381, of January 14, 2003, the Company informs that its policy for contracting 

services not related to external auditing is based on principles that preserve the auditor's independence. 

In compliance with CVM Instruction 381/03, in the nine months ended in September 30, 2022, KPMG 

Auditores Independentes was not hired to perform services not related to external audit. 

Under CVM Resolution 80/2022, the Company's Management in a meeting held on 09.11.2022 states that 

it has discussed, reviewed, and agreed with the information expressed in the independent auditors' review 

report on the Interim Financial Information for the period of the third quarter of 2022.  
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  CONSOLIDATED INCOME STATEMENT 
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CONSOLIDATED BALANCE SHEET  
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* Includes R$629 million of current and R$2,353 million of non-current leasing liabilities, as per Explanatory Note 18 of the Interim 

Financial Information. 
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CONSOLIDATED CASH FLOW STATEMENT 

 

 In the table below we present the reconciliation between the free cash flow view (Free Cash Flow Table, 

see page 13 of this report) and the accounting free cash flow. 

   

The accounting free cash flow (R$53 million) consists of the following items from the Statement of Cash Flows 

of the Interim Financial Information: (i) Net cash generated in operating activities: +R$1,325 million, (ii) 
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Investments in fixed assets, non-current biological assets, business combinations, and intangible:-R$945 

million; (iii) Capital increase in associates: -R$25 million; (iv) Payment of interest and interest derivatives - 

fair value hedge: -R$577 million; and (v) variation of interest paid versus interest appropriated: +R$276 

million. 
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