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Offering Memorandum

BRF S.A.

(Incorporated in the Federative Republic of Brazil)

€500,000,000
2.750% Senior Notes due 2022

We are offering €500,000,000 aggregate principadwhof 2.750% senior notes due 2022. The notds wil
bear interest at the rate of 2.750% per year.dsten the notes will be payable annually in agearJune 3 of
each year, beginning on June 3, 2016. The notésnature on June 3, 2022.

We may redeem the notes, in whole or in part, gtiame after June 3, 2016 at a redemption pricedbas
a “make-whole” amount plus accrued and unpaid @steiVe may also redeem the notes, in whole buhrrt, at
100% of their principal amount plus accrued andaishpiterest in the event of specified events iredgtio
applicable tax laws.

The notes will be our senior unsecured obligatems will rank equally with all of our existing afature
senior and unsecured indebtedness. The notesensiirocturally subordinated to all existing andifatliabilities of
our subsidiaries.

For a more detailed description of the notes, Bes¢ription of the Notes” beginning on page 60.

See "Risk Factors” beginning on page 16 for a disssion of certain risks that you should consider in
connection with an investment in the notes.

Issue Price: 99.548% plus accrued intereg, if any, from June 3, 2015.

The notes have not been and will not be registeneiér the U.S. Securities Act of 1933, as amenaled,
the “Securities Act,” or the securities laws of atlyer jurisdiction. The notes are being offerety oo qualified
institutional buyers under Rule 144A under the &#es Act, or “Rule 144A,” and to persons outsible United
States under Regulation S under the SecuritiesohéRegulation S.”

There is currently no market for the notes. We hagygied to list the notes on the official listtbé
Luxembourg Stock Exchange for trading on the Euiid-NWarket. This offering memorandum constitutes a
prospectus for the purposes of Luxembourg law daugd10, 2005 on prospectuses for securitiesyraesded.

Delivery of the notes will be made on or about JBn2015 to investors in book-entry form through a
common depositary for Euroclear S.A./N.V., or Eleac, and Clearstream Bankirepciété anonyme
Luxembourg, or Clearstream.

Joint Book-Running Managers

BNP BofA Merrill Citigroup Deutsche Morgan Santander
PARIBAS Lynch Bank Stanley

The date of this offering memorandum is June 35201
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You should rely only on the information contained in this offering memorandum. Neither we nor the
initial purchasers have authorized anyone to provid you with different information. Neither we nor the
initial purchasers are making an offer of the notesn any jurisdiction where the offer is not permitted. You
should not assume that the information contained iithis offering memorandum is accurate as of any dat
other than the date on the front of this offering nemorandum, regardless of the time of delivery of tis
offering memorandum or any sale of the notes.

This offering memorandum has been prepared bylab/dor use in connection with the proposed ofigri
of the notes described in this offering memorandBamco Santander, S.A., BNP Paribas, Citigroup &lMnarkets
Limited, Deutsche Bank AG, London Branch, Merrijiich International and Morgan Stanley & Co. Int¢ioraal
plc will act as initial purchasers with respecthe offering of the notes. This offering memorandimes not
constitute an offer to any other person or to thigip in general to subscribe for or otherwise @egthe notes. You
are authorized to use this offering memorandumyst@de the purpose of considering the purchasdefrtotes.

You must (1) comply with all applicable laws andukations in force in any jurisdiction in connectio
with the possession or distribution of this offgrimemorandum and the purchase, offer or sale afdtes, and
(2) obtain any required consent, approval or pesioisfor the purchase, offer or sale by you ofribtes under the
laws and regulations applicable to you in forcany jurisdiction to which you are subject or in afiyou make
such purchases, offers or sales, and neither wihaanitial purchasers or their agents have asgaesibility
therefor.

You acknowledge that:
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* you have been afforded an opportunity to request fus, and to review, all additional information
considered by you to be necessary to verify tharacy of, or to supplement, the information
contained in this offering memorandum;

* you have not relied on the initial purchasers eirthgents or any person affiliated with the initia
purchasers or their agents in connection with youestigation of the accuracy of such information o
your investment decision; and

* no person has been authorized to give any infoomatr to make any representation concerning us or
the notes other than those as set forth in thesioff memorandum. If given or made, any such other
information or representation should not be relipdn as having been authorized by us, the initial
purchasers or their agents.

The initial purchasers make no representation oramsy, express or implied, as to the accuracy or
completeness of the information contained in tiffisrimg memorandum. Nothing contained in this affgr
memorandum is, or shall be relied upon as, a peorisepresentation by the initial purchasers asdggast or
future. We have furnished the information contaimethis offering memorandum.

None of the U.S. Securities and Exchange Commissiotine “SEC,” any state securities commission or
any other regulatory authority, has approved aagiisoved the notes, nor has any of the foregoitigoaities
passed upon or endorsed the merits of this offairte accuracy or adequacy of this offering memdum. Any
representation to the contrary is a criminal oféens

The notes are subject to restrictions on transiseand resale and may not be transferred orldesrcept
as permitted under the Securities Act and applecatalte securities laws pursuant to registraticgkemption
therefrom. As a prospective purchaser, you shoelaviz|are that you may be required to bear the finhrisks of
this investment for an indefinite period of timeeS'Plan of Distribution” and “Transfer Restrict®h

The notes have not been, and will not be, regidtetth the Brazilian Securities CommissidDdofmissao
de Valores Mobiliarios or the “CVM.” The notes may not be offered oldsa Brazil, except in circumstances that
do not constitute a public offering or distributionder Brazilian laws and regulations.

The Luxembourg Stock Exchange takes no resporigifoli the contents of this offering memorandum,
makes no representation as to its accuracy or @en@ss and expressly disclaims any liability weetsr for any
loss howsoever arising from or in reliance uponvthele or any part of the contents of this offermgmorandum.

We confirm that, after having made all reasonatidgiiries, the information contained in this offerin
memorandum with regards to us is true and accurati material respects and that there are nosions of any
other facts from this offering memorandum which thgir absence herefrom, make this offering menawan
misleading in any material respect. We accept resipity accordingly for the information containedthis
offering memorandum.

In making an investment decision, prospective invésrs must rely on their own examination of the
company and the terms of the offering, including tke merits and risks involved. Prospective investorshould
not construe anything in this offering memorandum a legal, business or tax advice. Each prospective
investor should consult its own advisors as needéad make its investment decision and to determine véther
it is legally permitted to purchase the notes undeapplicable legal investment or similar laws or reglations.

The offering memorandum is only being distributedand is only directed at, persons in the United
Kingdom that are qualified investors within the mieg of Article 2(1)(e) of the Prospectus Direct{{®ualified
Investors”) that are also (1) investment professigifalling within Article 19(5) of the FinanciakBrices and
Markets Act 2000 (Financial Promotion) Order 200t (‘Order”) or (2) high net worth entities, anti@t persons
to whom it may lawfully be communicated, fallingtlin Article 49(2)(a) to (d) of the Order (all suplrsons
together being referred to as “relevant persorigils offering memorandum and its contents shoutdeo
distributed, published or reproduced (in wholeropart) or disclosed by recipients to any othespes in the



United Kingdom. Any person in the United Kingdonattls not a relevant person should not act oraelyhis
offering memorandum or any of its contents.

IN CONNECTION WITH THE ISSUE OF THE NOTES, DEUTSCHEBANK AG, LONDON
BRANCH (THE STABILIZATION MANAGER) (OR PERSONS ACTNG ON BEHALF OF THE
STABILIZATION MANAGER) MAY OVER ALLOT NOTES OR EFFECT TRANSACTIONS WITH A VIEW
TO SUPPORTING THE MARKET PRICE OF THE NOTES AT A LFEL HIGHER THAN THAT WHICH
MIGHT OTHERWISE PREVAIL. HOWEVER, THERE IS NO ASSRANCE THAT THE STABILIZATION
MANAGER (OR PERSONS ACTING ON BEHALF OF A STABILIZAION MANAGER) WILL
UNDERTAKE STABILIZATION ACTION. ANY STABILIZATION ACTION MAY BEGIN ON OR AFTER
THE DATE ON WHICH ADEQUATE PUBLIC DISCLOSURE OF THETERMS OF THE OFFER OF THE
NOTES IS MADE AND, IF BEGUN, MAY BE ENDED AT ANY TME, BUT IT MUST END NO LATER
THAN THE EARLIER OF 30 DAYS AFTER THE ISSUE DATE OFTHE NOTES AND 60 DAYS AFTER
THE DATE OF THE ALLOTMENT OF THE NOTES. ANY STABIUZATION ACTION OR OVER-
ALLOTMENT MUST BE CONDUCTED BY THE STABILIZATION MANAGER (OR PERSONS ACTING ON
BEHALF OF THE STABILIZATION MANAGER) IN ACCORDANCE WITH ALL APPLICABLE LAWS AND
RULES.

NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT ORA N
APPLICATION FOR A LICENSE HAS BEEN FILED UNDER RSA 421-B WITH THE
STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS
EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN T HE STATE OF
NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETAR Y OF STATE
THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE, CO MPLETE AND NOT
MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN
EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY ORA
TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS P ASSED IN ANY
WAY UPON THE MERITS OR QUALIFICATION OF, OR RECOMME NDED OR
GIVEN APPROVAL TO, ANY PERSON, SECURITY OR TRANSACT ION. IT IS
UNLAWFUL TO MAKE OR CAUSE TO BE MADE TO ANY PROSPEC TIVE
PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION IN CONSISTENT
WITH THE PROVISIONS OF THIS PARAGRAPH.

NOTICE TO PROSPECTIVE INVESTORS WITHIN BRAZIL

THE NOTES HAVE NOT BEEN, AND WILL NOT BE, REGISTEREWITH THE CVM. THE NOTES
MAY NOT BE OFFERED OR SOLD IN BRAZIL, EXCEPT IN CRUMSTANCES THAT DO NOT
CONSTITUTE A PUBLIC OFFERING OR UNAUTHORIZED DISTBUTION UNDER BRAZILIAN LAWS
AND REGULATIONS. THE NOTES ARE NOT BEING OFFERED TO BRAZIL. DOCUMENTS RELATING
TO THE OFFERING OF THE NOTES, AS WELL AS INFORMATNOCONTAINED THEREIN, MAY NOT BE
SUPPLIED TO THE PUBLIC IN BRAZIL, NOR BE USED IN OINECTION WITH ANY OFFER FOR
SUBSCRIPTION OR SALE OF THE NOTES TO THE GENERALBIUC IN BRAZIL.
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INCORPORATION BY REFERENCE
are incorporating by reference into this offgnmemorandum our annual report on Form 20-F for the
December 31, 2014, which we filed withSEC on March 30, 2015 (SEC File No. 001-151a8pur
20-F,” including the following sections:

the information under the caption “Introduction”afr 2014 Form 20-F;

the information contained in “Item 3: Key Informati’ of our 2014 Form 20-F, with the exception of
financial data from the years ended December 310 28d 2011;

the information contained in “Iltem 4: Information the Company” of our 2014 Form 20-F;

the information contained in “Iltem 5: Operating d&idancial Review and Prospects” of our

2014 Form 20-F, with the exception of financialadftom the years ended December 31, 2010 and
2011,

the information contained in “Iltem 6: Directors n8% Management and Employees” of our

2014 Form 20-F, including “E. Share Ownership—Staweaership of Directors, Executive Offers
and Members of the Fiscal Council and the Statubargit Committee” on page 111 and “E. Share
Ownership—Stock Option Plan and Performance Plangage 112;

the information contained in “ltem 7: Major Sharkters and Related Party Transactions” of our
2014 Form 20-F;

the information contained in “ltem 8: Financialdnfation” of our 2014 Form 20-F, with the
exception of financial data from the years endedeb®er 31, 2010 and 2011;

the information contained in “Iltem 10: Additionalférmation—Description of Share Capital” on page
127 and “—Rights of Common Shares” on page 12&02614 Form 20-F;

the information contained in “Item 11: Quantitateved Qualitative Disclosures About Market Risk”
of our 2014 Form 20-F; and

the audited consolidated financial statements df BRA. and its subsidiaries, including the repért o
the independent registered public accounting feomtained in our 2014 Form 20-F.

information below can be found in the indicatedtions of our 2014 Form 20-F:

Section in our 201 Form 2C-F

Our date of incorporation ar Item 4. Information on the Compa—A. History and Development of tt

length of life Company—Caorporate History, of our 2014 Form 20-F
Exhibit 1.01 (Bylaws | — Name, Registered OfficejrBtion and Purpose),
Section Four, of our 2014 20-F

Legislation under which w Exhibit 1.01 (Bylaws — Name, Registered Office, Duration and Purpc

operate and

our legal form Section Four, of our 2014 20-F

Description of our subsidiari Item 4. Information on the Compa—A. History end Development of th

Company—Caorporate Structure, of our 2014 Form 20-F



Exhibit 8.01 (Subsidiaries of the Registrant), of our Z Forrr 20-F

Incorporation by reference of our 2014 Form 20-fansethat our 2014 Form 20-F is considered paftisf t
offering memorandum.

The information in our 2014 Form 20-F is an impottpart of this offering memorandum. Our
2014 Form 20-F contains important information abmut company and our results of operations anah@izd
condition.

Any statement contained in our 2014 Form 20-F bélldeemed to be modified or superseded for purposes
of this offering memorandum to the extent thataeshent contained herein modifies or supersedésttitement.

You should read “Available Information” for inforrtian on how to obtain our 2014 Form 20-F and other
information relating to our company.

AVAILABLE INFORMATION

We are a reporting company under Section 13 oid@etb(d) of the U.S. Securities and Exchange Act o
1934, as amended, or the “Exchange Act,” and &leoglic reports with the SEC. However, if at amgdiwe cease
to be a reporting company under Section 13 or @edtb(d) of the Exchange Act, or are not exemphfreporting
pursuant to Rule 12g3-2(b) under the Exchangewetill be required to furnish to any holder of @enwhich is a
“restricted security” (within the meaning of Rulé4lunder the Securities Act) or to any prospeqiivehaser
thereof designated by such a holder, upon the stgqiisuch a holder or prospective purchaser, imection with a
transfer or proposed transfer of any such noteuamtsto Rule 144 A under the Securities Act or otles, the
information required to be delivered pursuant t¢eRI44A(d)(4) under the Securities Act.

Our 2014 Form 20-F and our other periodic repaled fvith the SEC, including any interim financial
reports, are available free of charge from the SE& website (www.sec.gov) or from our website,
www. brf-br.com. In addition, our 2014 Form 20-Faiailable free of charge at the office of the Lukenrg listing
agent and published on the website of the Luxentb8twmck Exchange (www.bourse.lu). Other than afostt
under “Incorporation by Reference” above, informaton these websites is not incorporated by reéerérto this
offering memorandum.

Vi



PRESENTATION OF FINANCIAL AND OTHER INFORMATION

Unless otherwise indicated or the context otherwnésgiires, all references in this offering memorando
"BRF S.A.,” "BRF,” the “company,” the “issuer,” “w&“our,” “ours,” “us” or similar terms are to BRB.A.
(formerly known as BRF — Brasil Foods, S.A.), tesuier of the notes, and its consolidated substdiamd jointly
controlled companies and references to “Sadiat@fadia S.A., formerly a wholly-owned subsidiaf\B&F,
which merged with and into BRF on December 31, 2012

All references in this offering memorandum to thedl,” “ reais’ or “R$” are to the Braziliameal, the
official currency of Brazil. All references to “U.8ollars,” “dollars” or “U.S.$” are to U.S. dollsrAll references to
“euros” or “€” are to the single currency of thetmapating member states of the European and Mogéinion of
the Treaty Establishing the European Communitgrmasnded from time to time.

The exchange rate foeaisinto U.S. dollars based on the selling rate asrteddy the Central Bank of
Brazil (Banco Central do Bragil or the “Central Bank,” was R$3.1788 to U.S.$1a0May 29, 2015, R$3.2080 to
U.S.$1.00 at March 31, 2015, R$2.6562 to U.S.$atdDecember 31, 2014, R$2.3426 to U.S.$1.00 at
December 31, 2013 and R$2.0435 to U.S.$1.00 atrbteee31, 2012. The exchange rater&aisinto euros based
on the selling rate as reported by the Central Bdrirazil Banco Central do Bragil or the “Central Bank,” was
R$3.4941 to €1.00 at May 29, 2015, R$3.4457 toEatMarch 31, 2015, R$3.2270 to €1.00 at Decer@ber
2014, R$3.2265 to €1.00 at December 31, 2013 a2d5B$4 to €1.00 at December 31, 2012. See “Exchange
Rates” for information regarding exchange rategtierBrazilian currency since January 1, 2009. réla¢U.S.
dollar andreal/Euro exchange rate fluctuates widely, and theipeetive selling rates at May 29, 2015 or any other
date may not be indicative of future exchange rates

Solely for the convenience of the reader, we hearestated certain amounts included in this offering
memorandum fromeaisinto U.S. dollars using the selling rate as regbligthe Central Bank at March 31, 2015.
These translations should not be considered repgens that any such amounts have been, could lbeen or
could be converted into U.S. dollars at that axrat other exchange rate. In addition, translatstraild not be
construed as representations thatr#éa amounts represent or have been or could be cauverto U.S. dollars as
of that or any other date.

We maintain our books and recordseaais

Our audited consolidated financial statements &eckmber 31, 2014 and 2013 and for the years ended
December 31, 2014, December 31, 2013 and Decenb@032, included in our 2014 Form 20-F, which is
incorporated by reference in this offering memorangdhave been prepared in accordance with Intemlti
Financial Reporting Standards, or “IFRS,” as issogthe International Accounting Standards Board)ASB.”

Our unaudited interim consolidated financial stageta as of March 31, 2015 and for each of the threeth
periods ended March 31, 2015 and 2014, includddisnoffering memorandum, have been prepared ifocarity
with IFRS for interim financial reporting in accantce with IAS 34—Interim Financial Reporting.

Our audited consolidated financial statements &eckmber 31, 2014 and 2013 and for the years ended
December 31, 2014, December 31, 2013 and Decemb@032 are included in our 2014 Form 20-F, whgch i
incorporated by reference in this offering memorandind have been audited by Ernst & Young Auditores
Independentes S.S., or “EY”, as stated in theiomapcluded therein. Our unaudited interim cordaied financial
statements as of March 31, 2015 and for each dhtiee-month periods ended March 31, 2015 and 2644
included in this offering memorandum and have begrewed by EY, as stated in their report includeckin.

In December 2014, we entered into an agreementhaitkalis do Brasil — Comércio, Importagdo e
Exportacao de Laticinios Ltda., or “Lactalis,” amquany controlled by Parmalat S.p.A., an Italianljghpheld
company pertaining to the Groupe Lactalis, forghke of plants and trademarks related to our dhiigion. See
“Summary—Recent Developments—Agreements with Lectdh 2014, we reported our dairy segment as a
discontinued operation. In the past, we reportedesults according to four segments—Brazil, Fareig
(International), Food Services and Dairy. In the¢hmonths ended March 31, 2015, we began to reporesults
by region only—Brazil, Middle East and Africa, Astaurope/Eurasia and Latin America (excluding Bja&ee
“Management’s Discussion and Analysis of FinanCiahdition and Results of Operations—Results of

Vi



Operations—Business Segments and Product Linesélhas Note 5 to our interim consolidated finahcia
statements as of and for the three-month periodceMbrch 31, 2015.

Some percentages and amounts included in thisrajfenemorandum have been rounded for ease of
presentation. As a result, figures shown as tatatertain tables may not be arithmetic aggregatumirthe figures
that precede them.

Non-GAAP Financial Measures

This offering memorandum includes EBITDA and nditdevhich are not financial measures computed
under IFRS. The presentations of EBITDA and net @eftuded in this offering memorandum may not be
comparable to those of other companies. For ounitefis of EBITDA and net debt and reconciliatiasfaet
profit from continued operations to EBITDA, see Mamary—Summary Financial and Other Information.”

Market and Other Information

Industry and market data included in this offenmgmorandum is based on industry publications,
government publications, reports by market resefimtts or other published sources. Some industdyraarket
data is also based on our estimates, which areediefiom internal analyses as well as third-paotyrses. Although
we believe these sources are reliable, we havimdependently verified the information and canrsstuse you of
its accuracy or completeness. Data regarding alwsiny and markets is intended to provide generalance but is
inherently imprecise. In addition, although we &ed these estimates were reasonably derived, ymdshot place
undue reliance on estimates, as they are inhenentgrtain.

Trademarks

Unless the context otherwise requires, all brandegincluded in this offering memorandum are regest
trademarks of our company.

viii



FORWARD-LOOKING STATEMENTS

This offering memorandum contains forward-lookimgtements, including within the meaning of the
Securities Act or the Exchange Act.

Statements that are predictive in nature, thatritpeon or refer to future events or conditionthet
include words such as “expects,” “anticipates,téimds,” “plans,” “believes,” “estimates” and sinmikexpressions
are forward-looking statements. Although we belithat these forward-looking statements are based up
reasonable assumptions, these statements aretdolgeveral risks, known and unknown, and unasits and are
made in light of information currently availableus.

” o« ” o ” ow“

Our forward-looking statements are subject to rahkd uncertainties, including as a result of thiedong
factors:

» the implementation of the principal operating ggi¢s of our company, including integration of
current acquisitions as well as the conclusioncglssition or joint venture transactions or other
investment opportunities that may occur in theregtu

» general economic, political and business conditinrike markets in which we do business, both
in Brazil and abroad;

» the cyclicality and volatility of raw materials asdlling prices;
* health risks related to the food industry;
» therisk of outbreak of animal diseases;

* more stringent trade barriers in key export market$increased regulation of food safety and
security;

* strong international and domestic competition;

* interest rate fluctuations, inflation and excharege movements of threal in relation to the
U.S. dollar and other currencies;

* the declaration or payment of dividends;

» the direction and future operation of our company;

* the implementation of our company’s financing gggtand capital expenditure plans;

» the factors or trends affecting our company’s firiahcondition or results of operations; and

» other factors identified or discussed under “RiaktBrs” in this offering memorandum and under
“Item 3. Key Information—D. Risk Factors” to our 29 Form 20-F.

Because they involve risks and uncertainties, foiwaoking statements are not guarantees of future
performance, and our actual results or other dpwebmts may differ materially from the expectatiempressed in
the forward-looking statements. With respect teved-looking statements that relate to future faialresults and
other projections, actual results will be differeine to the inherent uncertainty of estimates clsts and
projections. Because of these uncertainties, paténvestors should not rely on these forward-iogkstatements.

Forward-looking statements speak only as of the ttety are made, and we do not undertake any
obligation to update them in light of new infornmatior future developments or to release publiclyravisions to



these statements in order to reflect later eventfraumstances or to reflect the occurrence ohtingated events.
In light of such limitations, you should not makeyanvestment decision on the basis of the forwaoting
statements contained herein.



SERVICE OF PROCESS AND ENFORCEMENT OF JUDGMENTS

BREF is incorporated under the laws of Brazil. Al,substantially all, of its directors and officeeside
outside the United States. Substantially all ofdhgets of BRF are located in Brazil. As a reduttay not be
possible (or it may be difficult) for you to effesg¢rvice of process upon us or these other pexsitinia the United
States or to enforce judgments obtained in UnitateS courts against us or them, including thosdipated upon
the civil liability provisions of the federal sedtigs laws of the United States.

In the terms and conditions of the notes, BRF (4ijJlagree that the courts of the State of New Yaor#t
the federal courts of the United States, in easle séting in the Borough of Manhattan, The Cit\Nefw York, will
have jurisdiction to hear and determine any suaitpa or proceeding, and to settle any disputesciwimay arise
out of or in connection with the notes and, fortsparposes, irrevocably submit to the jurisdictodrsuch courts
and (2) name an agent for service of process iBtneugh of Manhattan, The City of New York. We bdeen
advised by Machado, Meyer, Sendacz e Opice Advagado Brazilian counsel, that a judgment of a ebhibtates
court for the payment of money, including for ciébilities predicated upon the federal securitaags of the
United States, may be enforced in Brazil, subeadetrtain requirements described below. Such cdimaseadvised
that a judgment against BRF, its directors anatef§ thereof, or certain advisors named hereinraian the
United States would be enforceable in Brazil upamficmation of that judgment by the Superior Carfrfustice
(Superior Tribunal de Justig¢aor “STJ.” That confirmation will be available lgrif the U.S. judgment:

« fulfills all formalities required for its enforcedity under the laws of the United States;

» isissued by a court of competent jurisdictionraffteper service of process is made or sufficient
evidence of our or these other persons absendeeais, gn accordance with Brazilian law;

» s final and therefore not subject to appeal;
» is for payment of a specified sum of money;

» is authenticated by a Brazilian diplomatic officethe United States and is accompanied by a sworn
translation into Portuguese; and

* is not against Brazilian national sovereignty oblpupolicy or equitable principles (as set fonth i
Brazilian law).

The confirmation process may be time-consumingraag also give rise to difficulties in enforcing the
foreign judgment in Brazil. Accordingly, we canragsure you that confirmation would be obtained, ttia
confirmation process would be conducted in a tinmeinner or that a Brazilian court would enforceanatary
judgment, including for violation of the securitiesvs of countries other than Brazil, including faderal securities
laws of the United States.

We have been further advised by our Brazilian celitmst (1) original actions may be brought in
connection with this offering memorandum predicageletly on the federal securities laws of the UhiBates in
Brazilian courts and that, subject to applicabie, IBrazilian courts may enforce liabilities in suattions against
BREF or its directors and officers thereof and deréalvisors named herein, provided that provisafribe federal
securities laws of the United States do not coetra\Brazilian public policy, national sovereigntyeguitable
principles and provided further that Brazilian dsuran assert jurisdiction over such actions; &ythg ability of a
creditor to satisfy a judgment by attaching certenets of BRF or the other persons named abdiveitisd by
provisions of Brazilian law, given that assetslaoated in Brazil.

In addition, a plaintiff (whether Brazilian or ndrazilian) that resides outside Brazil during tloerse of
litigation in Brazil must provide a bond to guammtourt costs and legal fees if the plaintiff owngeal property
in Brazil that could secure payment. This bond rhasie a value sufficient to satisfy the paymertanfrt fees and
defendant attorney’s fees, as determined by theilBra judge, except in such instances involvinggiiforcement
of foreign judgments that have been duly confirragdhe STJ, (2) collection of claims based on instnts that
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may be enforced in Brazil without review of metitulo executivo extrajudici@l which does not include the notes,
and (3) counterclaimsdconvencdp Notwithstanding the foregoing, we cannot asyaethat confirmation of any
judgment will be obtained, that the process desdrébove can be conducted in a timely manner,abBtazilian
courts will enforce a judgment for violation of tfegleral securities laws of the United States wedpect to the
notes.

Xii



SUMMARY

This summary highlights information presented ieager detail elsewhere in this offering memorandum.
This summary is not complete and does not conththainformation you should consider before irtiresin the
notes. You should carefully read this entire offgnmemorandum before investing, including our 2Bd#n 20-F
incorporated by reference in this offering memoramdcopies of which may be obtained as indicatetbun
“Available Information”), “Risk Factors,” “Managemat’s Discussion and Analysis of Financial Conditemd
Results of Operations” and our consolidated finahstatements.

Our Company

We are one of the largest producers of poultrjy@éworld and the seventh largest food companyinge
of market capitalization. Our processed produatkigle marinated, frozen, whole and cut chickétsgste®
rooster and turkey meats, specialty meats, frorecegsed meats, frozen prepared entrees, portfwoddcts and
sliced products. We also sell margarine, sweetialies, sandwiches, mayonnaise, and animal feexlal® the
holder of brands such &adia, Perdigdo, Qualy, Chester, PerdixdPaty. We estimate that we were responsible
for 14% of the world trade in poultry in 2014.

Our growth strategy is focused on creating newyenient, practical and healthy products for our
consumers based on their needs. We seek to atchesvgoal through strong innovation to provide uthw
increasing value-added items that will differergiat from our competitors and strengthen our brands

With 34 plants in all regions of Brazil, we havearg our main assets a widespread distribution rr&two
that enables our products to reach Brazilian coessitiirough more than 750,000 monthly deliveriemf85
distribution centers, 20 of which are located im#frand serve the domestic market and 15 of warehocated
abroad and serve our export markets.

In the international markets, BRF has a leadingdyr8adia in various categories in Middle Eastern
countries. We maintain 19 sales offices outsidBragil serving customers of more than 120 countiire$ive
continents. We have seven industrial units in Atigen two in Europe (England and Holland) and enélbu
Dhabi, United Arab Emirates, that was inauguratedovember 26, 2014.

We have acquired three new distributors in the Midthst: (1) Federal Foods Limited, or “Federal
Foods,” (United Arab Emirates), of which we hadwcep a 49% stake in 2013 and acquired the reninin
economic rights in April 2014; (2) Al Khan Fooddtuf C, or “AKF,” (Sultanate of Oman), of which wequired a
40% stake in July 2014; and (3) Alyasra Food Corgp&ri_.L., or “Alyasra,” (Kuwait), of which we acqred 75%
of its frozen food retail distribution businessNovember 2014. In addition, in April 2014, we annced the
discontinuation of our joint venture with Dah Chddgng Limited, or “DCH,” in China, a partner thaasv
responsible for the distribution of Sadia productthe Chinese market, but we continue to haveadttne
commercial partnership with DCH in Hong Kong anddsla in the retail and food services.

We have been a public company since 1980. Our sthanee been listed on thiovo Mercadmf the S&o
Paulo Stock Exchang8M&FBOVESPA S.A.—Bolsa de Valores Mercadorias erég}, or “BM&FBOVESPA,”
as BRFS3 for eight years and we are also tradedeoNew York Stock Exchange, or “NYSE,” (ADR leVH).
Since 2005, we have been part of BM&FBOVESPA’s ©oafe Sustainability Index, or “ISE,” portfolio in
acknowledgement of our strong commitment to suatdendevelopment. This commitment has been reiatband
internationally recognized since 2012, upon ourarde into the portfolio of Emerging Markets of Ddanes
Sustainability Index.

A breakdown of our products is as follows, all dfigh are sold both in Brazil and to our internagibn
customers:

» Meat Products consisting ofn naturameat, which we define as frozen whole and cutkemcfrozen
pork and frozen beef cuts;




* Processed Food Produciscludes the following:

o marinated, frozen, whole and cut chicken, roogmukl under th€hestef brand) and
turkey;

0 specialty meats, such as sausages, ham produicgnapfrankfurters, salami, bacon and
other smoked products; and

o frozen processed meats, such as hamburgers, dbeakded meat productsbesand
meatballs;

»  Other Processed Produciscludes the following:
o frozen prepared entrees, such as lasagna and zzagll as other frozen foods; and
0 margarine, mayonnaise, mustard and ketchup;

»  Other, consisting of soy meal, refined soy flour anchaadifeed.

In the domestic Brazilian market, we operate 34trpeacessing plants, 13 dairy products processing
plants (which are in the process of being soldaotilis), three margarine processing plants, thasta processing
plants, one dessert processing plant and threeeanytrushing plants, all of them near our raw natsuppliers or
the main consumer centers. We have an advanceditsgsystem with 20 distribution centers, ninavbfch are
owned by BRF and 11 of which are leased by thirtigeg all of which serve the domestic market axubet
markets.

In our export markets, we operate seven meat pimgeplants, one margarine and oil processing plant
one sauce and mayonnaise processing plant andaz®n fvegetables processing plant. We have 13distn
centers located overseas, as well as commercieésfin the United Kingdom, France, Spain, Italyskia,
Hungary, Netherlands, Russia, Singapore, Soutled&dChina, Japan, Saudi Arabia, the United Aralx&es,
South Africa, Argentina, Uruguay, Chile, the Caynislands, France, Germany, Kuwait, Nigeria, Omamfugal
and Spain.

Our Industry
We manage our business to target both the Braziliarket and the international export markets.
Brazilian Market

As a Brazilian company, with a significant portighour operations in Brazil, we are significantffeated
by local economic conditions. Because of our sigaift operations in Brazil, fluctuations in Braziidemand for
our products affect our production levels and rexgsn

Real GDP in Brazil increased at an average anatlaf 3.4% from 2002 through 2014. In 2014, Biwzi
GDP grew by only 0.1%, as compared to 2.3% in 20%80.9% in 2012. Since March 2013, the CentrakBeas
increased the SELIC interest rate, which is thetdieom benchmark interest rate. Nevertheless,itteipe recent
increases, the long-term trend remains downwaodj ft7.8% as of December 31, 2004 to 13.25% as of 2@
2015. In April 2015, the National Amplified ConsunRrice Index ifidice Nacional de Precos ao Consumidor
Amplo) or “IPCA,” increased by 0.71% , 0.61 percentagiats lower than the increase of 1.32% recordedhier
month of March 2015. For the first three month2@t5, the IPCA had increased 4.56%.

During this time, Brazil also experienced a redarcin its reservoir levels, restricting electriogfgneration
and leading to an increase in energy prices autbdty the Brazilian Electricity Regulatory Ager(@&géncia
Nacional de Energia Elétrigaor “ANEEL,” which affected the Brazilian econorggnerally.




The unemployment rate and consumer confidences@lsb have an impact on consumption levels in
Brazil. The unemployment rate for the three momiihded March 2015 was 6.2%, an increase of 1.9 page
points when compared to the 4.3% in December Z0¥id Consumer Confidence Index for April 2015 was.&0
5.0% lower than the one reported on March 20136f9and 10.1% lower when compared to the end b4 20
(113.0).

According to the Brazilian Association of Superneisk@ssociacdo Brasileira de Supermercagdas
“ABRAS,” in March 2015, supermarket sales in reahis (deflated by the IPCA), increased 7.15% cortpto the
previous month and increased 0.57% compared tolviZ0t4. On a year to date basis, net sales irentead6%,
compared to the same period of 2014.In nominaleslindustry sales increased 8.56% over the previmnth
and 8.74% compared to March 2014. For the twelvethwoended December 31, 2014, sales increased 9.22%

Export Markets

The information set forth in this “Export Marketsiibsection relates to Brazilian exports as a waote
not only to exports of our company.

Historically, the first quarter of the year is cheterized by a seasonal decline in protein expoittsving
peak consumption levels in the months leading upecend of the year.

Brazilian exports of chicken increased 0.6% inttiree months ended March 31, 2015 compared to the
corresponding period in 2014 in terms of volumehwai reduction of 7.8% in terms of sales, in U.@lads,
primarily as a result of the 8.3% decline in therage prices of exports in the first quarter of2(Hork exports
registered declines of 18.1% in volume and 23.4%aies, in U.S. dollars, in the three months eldacth 31,
2015, compared to the corresponding period in 2@ith, the average price of exports falling by 6.8%the first
quarter of 2015. Beef exports recorded a strongedse of 34.9% in volume and 28.4% in sales, in do8ars, in
the three months ended March 31, 2015 compardtetodrresponding period in 2014.

Brazilian exports of chicken in the three monthdeehMarch 31, 2015 totaled 877.7 million tons desa
of U.S.$1.5 hillion. During the first quarter of 28, China emerged as one of the top three leadipgriers (8.8%),
together with Saudi Arabia (18.0% of total expdirten Brazil) and Japan (12.0%). This result wadigky
explained by the Chinese announcement in 2014eot¢itification of five additional Brazilian chiakgrocessing
units in 2014.

Pork shipment volume in the three months ended iMat¢ 2015 amounted to 90.0 thousand tons of sales,
totaling of U.S.$222.5 million. The leading impend, Russia, Hong Kong and Angola, represented 28%,and
6%, respectively, of total exports from Brazil, Wehithe Ukraine remained closed to Brazilian expsirise 2013.
Beef shipments in the three months ended MarcR@I15 totaled 327.5 thousand tons with sales of$#1.8.
billion. Volumes decreased 34.9% compared to theegaeriod in 2014, mainly due to decline in voluraggorted
to Venezuela and Russia, which accounted for 75#eofotal decline. Exports to both countries waffected by
the overall economic weakness caused by the sleatimd in oil prices in the first quarter of 2015.

Competitive Strengths
We believe our major competitive strengths areolswiis:

* Leadership in the Brazilian Food Market with StronBrands and a Global PresencéVe are
one of the largest food companies in Brazil, thigdat company in Brazilian agribusiness, with a
size and scale that allows us to compete in Beazilell as in our export markets. We are the
seventh largest food company in the world in teofnm®arket capitalization. We believe our
leading position allows us to take advantage ofketanpportunities by expanding our business,
increasing our offer of added value products angtaving our initiatives in export markets. In
2014, we slaughtered approximately 1.7 billion kbres and other poultry and 9.6 million hogs
and cattle. In the first three months of 2015, i&eightered approximately 407 million chickens
and other poultry and 2.2 million hogs and cattie2014, we sold approximately 4.3 million tons




of poultry, hogs, beef and processed products, @dsein the first three months of 2015 we sold
1.1 million tons. Our own and licensed brands aghlii recognized in Brazil and we are
expanding the presence of our export brands irekpgrt markets. OuUsadiaandPerdigéo

brands were awarded “Most Valuable Brand in Bramil2014 and 2012, respectively, Isyo e
Dinheiro MagazineOur sustainable practices have also brought BR&tgecognition over the
years. We are the only representative of the featos on a list of ten leading companies in terms
of transparency published by the Carbon DiscloBuogect, or “CDP.” We are the only company
in the food sector to have been included in BM&FBEBPA'’s Corporate Sustainability Index, or
“ISE,” for the last 10 years. We became part offEingerging Markets portfolio of the Dow Jones
Sustainability Index two years ago and are alsorgntioe companies listed on the Global
Compact 100 Index, a new list of the United Nati@sbal Pact.

Extensive Distribution Network in Brazil and the Eport Markets We believe we are one of the
few companies with an established distribution wekwhat can deliver frozen and chilled
products in practically any region of Brazil. Mowveo, we export products to approximately 120
countries and are developing our own distributietwork in Europe, including through a
potential new joint venture with Invicta Food Grdumited, where we sell directly to food
processing companies and local distributors. ImAse signed a binding memorandum of
understanding with PT Indofood Suskes Makmur TbK|r@lofood,” in December 2014 for the
incorporation of a joint venture to develop comnmropportunities for the poultry and processed
food business in Indonesia, as well as for theibigion of processed foods, and in April 2015,
we agreed to create a new joint venture with Siogapood Industries Pte. Ltd., or “SFI.” We
operate in the Middle East through equity interegshave acquired in distribution companies
such as AKF, the leader in the distribution of &ozand chilled food in the Sultanate of Oman, the
retail frozen foods distribution business of Aly@ghe leader in the distribution of frozen, chullle
and dried food in Kuwait, Federal Foods, the leaddne distribution of food in the United Arab
Emirates, and Al Wafi in Saudi Arabia. In Argentimge are working to optimize all the
distributors of the Avex, Flora Danica, QuickfoaudeSadia brands. Our established distribution
capacities and logistical experience allow us fmeex! our national and international business,
leading to higher sales volume and a greater cgeenour line of products.

Low Cost Producers in a Growing Global MarkeWWe believe we have a competitive advantage
over producers in some of our export markets dumitdower labor costs and efficient animal
production in Brazil. We have also achieved a sohfgoduction and quality that allows us to
compete effectively with the main producers in HBraad other countries. We have established a
series of programs aimed at maintaining and impigpaiur cost effectiveness, including programs
to optimize our supply chain by integrating demasréduction, inventory management and
customer service. Our Shared Service Cel@8( - Centro de Servicos Compartilhados
centralizes our administrative and corporate aasj and our BRF Value Generation syst&w (
BRF - Geragéo de Valor BRFprovides our managers with a more efficient aséxed and
working capital, while our Zero-Base Budg&RZ - Orcamento Base Zgns directed at
enhancing the efficiency of cost management.

Strategic and Diversified Geographic AllocatiorOur slaughterhouses are strategically
positioned in different regions of Brazil (Soutloutheast and Midwest). This allows us to offset
the risks of any restrictions on exports that meguo or be imposed on us in particular regions of
the country due to sanitary or other concerns.gduagraphical diversity of our plants in ten
Brazilian states also allows us to reduce the afosansport due to their proximity to the grain-
producing regions and the country’s main exportgdn order to have a greater focus on our core
business, in 2014 we entered into a strategic @atip with Minerva, through which we
transferred our beef operations to them, in exchdoigan equity stake in their company. This
transaction was approved by Brazil's antitrust agd@onselho Administrativo de Defesa
Econdmicaor “CADE") in August 2014. We also signed a cawtrto sell our dairy division to
Lactalis, which was approved by CADE on May 7, 20h52014, we also opened our first
processed food plant in the Middle East in Abu Dhiatthe United Arab Emirates. This is an
important step in our international expansion antsao provide improved options to our clients
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by making local operations available, which proviewith increased flexibility in adapting our
products to local preferences. Our operations améet! out in compliance with the specific
requirements of each country and is subject taoig®controls in all of our production processes.

» Emphasis on Quality, Safety and Diversified Portfolof the Product We are committed to food
safety and quality in all of our operations to ntéet specifications of our clients, prevent
contamination and reduce the risks of epidemi@nahal illnesses. We monitor the treatment of
our poultry and hogs raised in all the stages @if ives and throughout the entire production
process. In 2013, we launched a campaign in Bragublicize the Sadia Total Guarantee
Program Programa de Garantia Total Sadithat ensures our chickens have no hormones or
preservatives and are inspected individually. Meeepwe were the first Brazilian company
approved by the European Food Safety and InspeBiietem, which qualified us to sell
processed poultry products to European consumhbis.niieans that our clients include some of
the most demanding clients in the world and thameet their quality controls and external
audits. We have a diversified variety of produbtst give us the flexibility to direct our
production according to the market demand anddhsahality of our products. To support this
continuous innovation of our product portfolio, veve been continuously investing in our
Technology Center in Jundiali, in upstate Sao Paulo.

* Committed Management TeamOur management endeavors to follow best pracimncesr
operations and corporate governance standardsnasndtrated by the listing of our common
shares on thBlovo Mercadsegment ofhe S&o Paulo stock exchange. Companies listeldi®n t
stock market must agree to adopt the highest stasidh corporate governance. Pedro Faria
assumed the position of Global CEO in January 2Bi#5s leading a long-term cycle focused on
excellence and high performance, consolidatingrtheagement model that has been
implemented to date, based on people, qualityGieffcy and meritocracy. He is also continuing
with our international expansion plans, focusinggaming new markets in a sustainable way so
that BRF moves increasingly closer to the consunmeegting their preferences and requirements.

Business Strategy

Our general strategy consists of using our competi#tdvantage as a low-cost producer of food igdar
scale to increase the return on invested capithcantinue to grow sustainably in the coming yedrs.intend to
continue to strengthen our global distribution retnand client base, providing a portfolio of disiied,
innovative products directed at the market and supg by strong international and local brands. iaén
elements in our strategy are the following:

» Strengthening our Global Distribution NetworkWe are continuing to develop our capacity to
distribute outside Brazil in order to enhance trwises we provide to our current clients and
expand our base of export clients. We expect td¢irooa to carry out this long-term distribution
strategy in 2015, with the aim of increasing th@mamess of our brands globally and expanding to
countries where we believe there is a potentiaafprofitable distribution of our products. We are
focusing on expanding our distribution network ur@&pe, the Middle East and Asia to increase
our coverage and give support to marketing efforteese key regions. We are also considering
carrying out processing some products abroad,dardo allow us to deliver these products
directly to the clients located in these marketse ®@xample of this effort was the opening of our
first food processing plant in the Middle East B112. We may also consider certain acquisitions
as a means of achieving this goal. For examplBgicember 2014 we signed a binding
memorandum of understanding with Indofood for ti@rporation of a joint venture to develop
commercial opportunities for the poultry and preeesfood business in Indonesia. In 2014, we
also concluded the acquisition of 100% of the enunaights of Federal Foods Limited, a private
company headquartered in Abu Dhabi in the UniteabAemirates, in 2014, 40% of AKF in the
Sultanate of Oman and 75% of the retail frozen $atidtribution business of Alyasra in Kuwait,
which allowed us to expand our distribution netwirkhis region.




Increasing our Domestic and International Client B& We intend to continue strengthening
our Brazilian and international client base by @uming to offer high quality products and
services. We intend to focus on efficiency to imsee BRF's competitiveness on the global stage,
delivering high quality services to our clients aatsing distribution and logistics abroad to a
central position in our business. We believe thwtebe considerable opportunities to increase
penetration in the export markets, particularlyvasare expanding our production base to other
countries and actively support efforts to reduceliwninate existing trade barriers. Our objective
is to strengthen our presence in key export markeéesbelieve there are also opportunities to
expand penetration in the Brazilian market by iasireg our client base and raising the
productivity of the sales team. As of March 31,20dales in the Brazilian market represented
approximately 53.8% of our total net sales whiles@ the export markets represented 46.2%.

Refocusing our Core Business according to Consuraad Market PreferencesWe are

focused on delivering innovative products thatdients regard as having added value. We intend
to refocus our most important categories of progluees well as increase our market penetration,
through a more granular view (by category, chameglion, brands and consumer/consumption
segments). As part of this plan, we transferredoeaf plants to Minerva in 2014, a transaction
that was approved by the CADE in August 2014. Ve algned a sales contract for our dairy
division with Lactalis in December 2014. We arenpla align our strategy, processes and people
to the needs of our clients by creating an integtatedium-term plan for our value chain that is
strong, flexible and focused on value creationtlyagre intend to promote a pricing model aimed
at providing a more rational pricing scheme.

Diversifying our Lines of Products, Particularly Fousing on Higher Value Added Food
Products The merger between Perdigdo and Sadia in 2009bt@ugreat variety of processed
products to our portfolio and created one of tlggbst exporters of poultry products in the world
In 2011, we acquired two companies in ArgentinagAand Flora Danica, with the purpose of
expanding our competitive base, leveraging our gxgatform and accessing the potential of the
Argentinean market. Avex produces fresh poultrnydpais and Flora Danica produces
mayonnaise, sauces and margarines, amongst @lres. ¥We intend to continue to diversify our
product lines, focusing on processed foods witbgzrthat generally fluctuate less than our cuts of
fresh poultry and pork and which may be directedpecific markets. In line with this strategy,
we intend to provide products that deliver gregtexcticality to our consumers, such as the Facil
and Soltissimo lines, launched in 2014. Additinale recently built a new plant in Abu Dhabi,
inaugurated on November 26, 2014, that will sereiceMiddle East and Africa segment. We
have also continued to implement reductions ofksk@eping units, or “SKUs,” to provide a
stronger portfolio of products.

Pursuing Leadership in Low CostsWe continue to enhance our cost structure in dader
maintain competitive costs and increase the effyeof our operations. We intend to obtain
greater economies of scale through the efficieatai®ur production capacity, as well as the
elimination of redundancies. We are implementingpiimal operational footprint based on
analyzing the current layout of our plants, thestof grains and the costs of freight to ports in
order to increase our capacity and enhance graghare also continuing to implement new
technologies in order to rationalize our producia distribution activities.

Creating Synergies Through Acquisitions and Othenitiatives. Our recent acquisitions,

including our association with Sadia, have helpedte valuable synergies. Our business strategy
aims to expand our operations in Brazil and in eixparkets. In 2014, we began our new Go to
Market, or “GTM,” project, which is designed to pide more efficiency to our sales teams by
integrating them to the logistical networks in ttoeintries in which they operate. This has led to
an increase in opportunities for product saleserfie implementation of this project, we were
able to increase by 22% the number of active dienthis small retail sector from December

2013 to December 2014, and the cross-selling betteebrands reached 77% from 53% in the
same period.




* Maintaining a Strong and Strategic Business Strucéu We have recently revised our long-term
strategic plan, the BRF 17, which states our objeaf being one of the largest food companies
in the world, admired for its brands, innovatiom aasults, and contributing to a better and
sustainable world. We intend to guarantee a tditspiment between strategy and execution,
ensuring that we are a flexible organization tredivers the desired results, focusing on our core
businesses and a high return on investment. Toostfhps strategic management, we are building
a new culture that is strong and unique, alignatiémrganization and the decision-making
process of value creation, and establishing a pednce culture in the company that is
strengthened by meritocracy. This new culture rgilhforce our commitment to attract, develop
and retain talent, a key element for the compaswy&ainable development. In Brazil, we expect
to make efforts to identify the role and positidreach category of product to capture the value
gaps in the main businesses (by channels, regioarsds and consumer/consumption segments)
and revitalize the traditional categories throughoivation. We expect to take advantage of the
potential of the Sadia name as an iconic branddandlop Perdigdo as a strong Brazilian brand.
On the international front, we are creating a geelyiglobal company focused on four
complementary themes: brand, portfolio, progrestistribution and local production. Through
our long-term planning, we are positioning oursgliefocus less on commodities and more on
manufactured products with strong brands. To aehikis, any strategic transactions will be
focused on acquisitions of processors and distiisuh export markets, the construction of plants
and the development of products and marketing camgpdor different cultures and tastes, and
consolidating Sadia as a global brand. To do s@ameealeveloping strong local brands, such as
Paty in the Argentinean market and Perdigéo irBttazilian market.

Recent Developments
Tender Offers

On May 20, 2015, we and our subsidiaries Sadia$@earLtd., or “Sadia Overseas,” and BFF Internation
Limited, or “BFF,” launched cash tender offers @rany and all outstanding 6.875% Senior Notes 207, or the
“2017 Notes,” issued by our subsidiary Sadia Owasser the “2017 Notes Tender Offer,” (ii) any aid
outstanding 7.250% Senior Notes due 2020, or tB20Notes,” issued by our subsidiary BFF, or th@2@Notes
Tender Offer,” and (iii) any and all outstandin§F% Senior Notes due 2022, or the “2022 Notesyiad by us, ,
or the “2022 Notes Tender Offer,” or together vitie 2017 Notes and the 2020 Notes, the “Existintgdd or
together with the 2017 Notes Tender Offer and B#02Notes Tender Offer, the “Tender Offers.” Asvidy 20,
2015, U.S.$159,765,000 million aggregate princgmabunt of 2017 Notes, U.S.$219,642,000 million aggte
principal amount of 2020 Notes were outstanding Er&1$750,000,000 million aggregate principal amamir2022
Notes were outstanding.

The Tender Offers expired at 8:00 a.m., New Yorly @ine, on May 28, 2015.

This offering memorandum is not an offer to purehas the solicitation of an offer to sell, the &g
Notes. The Tender Offers were made only by anduamtsto the terms of the Offer to Purchase of Bifted
May 20, 2015, and the related Letter of Transméted Notice of Guaranteed Delivery.

Brazilian Press Reports of Alleged Tax Investigati

There have recently been reports in the Brazili@sgalleging that we and certain other Brazilian
companies have made improper payments to offiofalise Brazilian Board of Tax AppealS¢nselho
Administrativo de Recursos Fiscpisr “CARF,” a Brazilian tax appeals tribunalidtalleged that the purpose of
such improper payments was to induce those offic@teduce or waive certain tax-related penaitigmpsed by the
Brazilian federal revenue service which were uraggreal at the CARF. Notwithstanding these reparshave not
received any notification from any government atitioegarding these alleged investigations. Wepaesently
conducting an internal review relating to the aféons. The review is in the early stages, and avemot reached
any conclusions. We cannot assure you that weatreunrently under investigation, or that we may face
potential liability and/or damage to our reputation
Agreement with Lactalis




In December 2014, we entered into an agreemehthwittalis for the sale of plants and trademarksed
to our dairy division. The transaction was value®#$1.8 billion (U.S.$697.8 million), to be receivat closing,
subject to usual adjustments for working capital aat debt, as per the terms of the contract. On M&015, the
transaction was approved by CADE. We do not ardteimny material impact on the conclusion of thagaction,
which is expected to occur in the second quart@0ab.

Shareholders’ Remuneration

At our annual shareholders’ meeting on April 8, 20dur shareholders approved the distribution of
remuneration to our shareholders in the amounts82R.3 million in the form of dividends and interes
shareholders’ equity for the year ended DecembgP@14. Out of this total, (i) R$361 million waaig on
August 15, 2014 (corresponding to R$0.4142143&pare based on the free float of 871,529,393 slaaref
June 30, 2014) in the form of interest on sharedraldequity and (i) R$463.3 million was paid orbFRgary 13,
2015 (corresponding to 0.53414316 per share baséuedree float of 867,284,349 shares as of Deeeidb,
2014) in the form of dividends and interest on shatders’ equity, in each case, with due retentiorithholding
tax pursuant to Brazilian law.

BRF GmbH Joint Ventures

On April 16, 2015, our subsidiary BRF GmbH signachgreement to form a joint venture SFI, a wholly-
owned subsidiary of SATS Ltd., a leading providegateway services and food solutions in Asia éstéd on the
Singapore stock exchange. BRF GmbH expects to48%6l of the shares of the new joint venture vehBET S
BRF Food Pte. Ltd. SFI will contribute its food tisution business, including a sublease of two thpeacessing
facilities and a warehouse; the machinery reladesiith processing facilities; and a license agreefoethe use of
certain brands and trademarks in Singapore.

On April 22, 2015, our subsidiary BRF GmbH alsmsig an agreement to form a joint venture with
Invicta, a company with a strong distribution netkvtor processed food in the United Kingdom, Irelamd
Scandinavian region. BRF GmbH expects to hold 6200%e joint venture vehicle, with Invicta ownitige
remaining 38.0%.

Corporate Governance Changes

On April 28, 2015, our Board of Directors approwetltain changes to our corporate governance stejct
including: (i) the change of name of the Strategy Markets Committee to the “Strategy, M&A and Meatsk
Committee;” and (ii) the merger of the Finance Risk Policy Committee with the Governance and Sosbality
Committee, resulting in the “Finance, Governanad &nstainability Committee.” Members to the comea#t serve
two year terms with an option for reelection.

Our principal executive offices are located at Ruagria, 1400, Jardim Europa, 01455-000, Sao Paulo,
SP, Brazil, and our telephone number at this addses55-11-2322-5286/5048/5049. Our internet asidie
www. brf-br.com/ir. The information on our websiteriot incorporated by reference into this offeringmorandum.




THE OFFERING

The following summary of the terms and conditidris® notes highlights information presented inagjee
detail elsewhere in this offering memorandum, idicig under “Description of the Notes.” This summasynot
complete and does not contain all the information ghould consider before investing in the notes.

[SSUE .. BRF S.A

NOtes Offere........ooeiiiiiiii e €500,000,000 aggregate principal amount of 2.7
senior notes due 2022.

[SSUE PFIC ... eeeieeii et 99.54¢%, plus accrued interest, if any, from Jun
2015.

[SSUE dal....coiviiiiiiiii e June 3, 201

Maturity datt.........ccooeveiiiiii e June 3, 20z

INEEIES. .. The notes will bear interest from e 3, 2015 at th

rate of 2.750% per year, payable annually in asrear
each interest payment date.

Interest payment dal...........cccoeieeiiiiiiiieeneciiie June 3, beginning on June 3, 2(

RANKINC ... The notes will
» be senior unsecured obligations of BRF;

» be effectively junior in right of payment to any
secured indebtedness of BRF to the extent of the
value of the assets securing such indebtedness;

» rank equally in right of payment with all of BRF's
existing and future unsecured unsubordinated
indebtedness;

» be senior in right of payment to any future
subordinated indebtedness of BRF; and

 be structurally subordinated to all of the existing
and future liability of each of BRF's subsidiaries.

As of March 31, 2015, we had consolidated t
indebtedness of R$12,721.9 million (U.S.$3,965.7
million). Of our consolidated total indebtednesRFB
S.A. had (1) R$971.8 million (U.S.$302.9 milliorf) o
secured indebtedness on an unconsolidated basis to
which the notes will be effectively subordinatedan
(2) R$9,812.2 million (U.S.$3,058.7 million) of
unsecured indebtedness on an unconsolidated basis,
which will rank equally in right of payment witheh
notes; and our subsidiaries had R$1,937.9 million
(U.S.$604.1 million) of total indebtedness (exchgli
trade payables and intercompany liabilities), &ll o
which will be structurally senior to the notes. és
March 31, 2015, our investments in our subsidiaries
amounted to R$5,118.6 million, representing 13.9% o




Optional redemptiC.........cccuuuiieiiiiiiieieeieei e

Tax redemptio.........coveiiiiiiiiiiii e,

Additional amount.........ccoeviiiiiiie s

COVENANT ...

Events of defau........ccoooviiiiiiiiee

FUrther iSSUaNC .........ooiiiiiieeeee e
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our consolidated total assets and 34.6% of
consolidated shareholders’ equity.

We may redeem the notes, in whole or in part, @
time after June 3, 2016 at a redemption price based
a “make-whole” amount, plus accrued and unpaid
interest and additional amounts, if any, to the
redemption date, provided that no less than €100
million in aggregate principal amount of notes must
remain outstanding immediately following any pdrtia
redemption. See “Description of the Notes—
Redemption—Optional Redemption.”

We may redeem the notes, in whole not in part, a
100% of their principal amount, plus accrued and
unpaid interest and additional amounts, if anyht
redemption date, upon the occurrence of specified
events relating to applicable tax law. See “Degimip
of the Notes—Redemption—Redemption for Tax
Reasons.”

We will pay additional amounts in respect of
payments of interest or principal so that the amoun
you receive under the notes, after applicable
withholding tax, if any, will equal the amount thaiu
would have received if no withholding tax had been
applicable, subject to certain exceptions as desstri
under “Description of the Notes—Additional
Amounts.”

The indenture governing the notes will cont
covenants that limit future actions to be taken, or
transactions to be entered into, by us and our
subsidiaries. The indenture will limit our and our
subsidiaries’ ability to, among other things:

* create certain liens;

* enter into certain sale and leaseback transactions;
and

* merge, consolidate or sell substantially all of our
assets.

However, these covenants are subject to signif
exceptions. See “Description of the Notes—
Covenants.”

The indenture will set forth the events of def:
applicable to the notes, including an event of aléfa
triggered by cross-acceleration of other debt in an
amount of U.S.$150.0 million or more.

We may from time to time, without notice to
consent of the holders of the notes, create anée s
unlimited principal amount of additional notes loét
same series as the notes offered hereby, provided t




Use Of ProCedS. ... .oovveviiiiiiiiii e,

Form and denominatit...........cccovevvivieniiiiiiineieennen.

St EMET ...

Transfer restriCtior. ..o,

Listing of the NOtE.........ccuuiiiiiiiiiii e,

Governing lav. ..o

Trustee, registrar, transfer agent and paying i......
Principal paying age ........cccoovveeieiiiiieiieeeieeeee,

London paying age .........ooevveeeiiiiiieiiiie e
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if the additional notes are not fungible with tratas
for United States federal income tax purposes, the
additional notes will have a separate ISIN number.

We expect the net proceeds from the salee notes
to be approximately €494.0 million after deducting
estimated fees and expenses of the offering. Véadht
to use the net proceeds of this offering as desdrib
under “Use of Proceeds.”

The notes will be issued in the formr global notes ir
fully registered form without interest coupons. The
global notes will be exchangeable or transferadde,
the case may be, for definitive certificated nates
fully registered form without interest coupons oimly
limited circumstances. The notes will be issued in
registered form in denominations of €100,000 and
integral multiples of €1,000 in excess thereof. See
“Description of the Notes—Principal, Maturity and
Interest” and “Form of the Notes.”

The notes will be delivered in bc-entry form througt
The Bank of New York Mellon, as common depositary
for Euroclear Bank S.A./N.V., as operator of the
Euroclear System, or “Euroclear,” and Clearstream
Banking,sociétéanonymeor “Clearstream.” See
“Book-Entry, Delivery and Form.”

The notes havnot been, and will not be, registet
under the Securities Act and are subject to linoitest
on transfer, as described under “Transfer Resdristf

We have applied to list the notes on the Luxemb
Stock Exchange for trading on the Euro MTF Market.

If the listing of the notes on the Euro MTF Mar
would, in the future, require us to publish finaici
information either more regularly than we otherwise
would be required to, or according to accounting
principles which are materially different from the
accounting principles which we would otherwise use
to prepare our published financial information, way
delist the notes and, at our option, seek an altiemn
admission to listing, trading and/or quotation thoe
notes by another listing authority, stock exchange
and/or quotation system.

The indenture and the notes will be governed b,
construed in accordance with, the laws of the Sifite
New York.

The Eank of New York Mellol
The Bank of New York Mellon Trust (Japan), 1

The Bank of New York Mellon, London Brar




Luxembourg paying agent, transfer agent and li¢
AOENE ...ttt ——————
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The Bank of New York Mellon (Luxembourg) S.A.

You should carefully consider all of the informait
contained in this offering memorandum prior to
investing in the notes. In particular, we urge you
carefully consider the information set forth under
“Risk Factors.”




Summary Financial and Other Information

The following summary financial information as cé&mber 31, 2014 and 2013 and for the three years

ended December 31, 2014, 2013 and 2012 shouldaleéneonjunction with our audited consolidatedifinial
statements included in our 2014 20-F, which isiipomated by reference in this offering memorandiie

summary financial information as of March 31, 2@l for each of the three-month periods ended Matcl2015
and 2014 should be read in conjunction with ourgiitad interim consolidated financial statementduded in this

offering memorandum. Our audited consolidated farstatements incorporated by reference in tfiegsiag

memorandum have been prepared in accordance ViR, I&s issued by IASB. Our unaudited interim cadatéd
financial statements included in this offering meamalum have been prepared in conformity with IF&Srfterim
financial reporting in accordance with IAS 34—Imtef~inancial Reporting. The results for the threaath period

ended March 31, 2015 are not necessarily indicafitke results to be expected for the entire gealing

December 31, 2015 or any other period.

The summary financial information should be readanjunction with “Management’s Discussion and
Analysis of Financial Condition and Results of Gyigns” and “Presentation of Financial and Othé&orimation.”

Three Months Ended March 31, Year Ended December 31,
2015(1) 2015 2014 2014(1) 2014 2013 2012
(in millions  (in millions of (in millions of (in millions of (in millions of (in millions of (in millions
of U.S.$) reais) reais) U.S.$) reais) reais) of reais)
(unaudited)

Summary Statement of Income Information:
NEE SAIES ....ovieeeeeciiiiee et rmeese e 2,197.1 7,048.3 6,706.6 9,042.0 29,006.8 27,7875 25,974.6
Cost of sales .. (1,522.7) (4,884.7) (4,930.8) (6,389.5) (20,497.4) (20,877.6) (20,072.1)
GrOSS Profit..ccccceceericiiciiercecsercee e 674.4 2,163.6 1,775.8 2,652.6 8,509.4 6,909.9 053
Operating income (expenses):
SelliNg EXPENSES ....ccvevvevieeuireeesmmmnmme e (337.8) (1,083.6) (1,000.0) (1,314.4) (4,216.5) 144,0) (3,808.4)
General and administrative expenses................ (33.5) (107.5) (94.2) (125.3) (402.1) (427.3) (394.
Other operating expenses, Net..........ccceveeeveenene (85.1) (273.0) (2120.7) (136.6) (438.1) (458.1) (®1
Income from associates and joint ventures. (18.3) (58.6) 114 8.0 25.6 12.9 22.3
Operating iNCOME .........cceveirreirieieerneeseeeiennas 199.8 640.9 572.3 1,084.3 3,478.3 1,896.4 1,359.9
Financial expenses (618.5) (1,984.2) (447.6) (801.6 (2,571.5) (1,564.8) (1,135.8)
Financial income 585.0 1,876.7 251.1 492.8 1580. 817.3 565.2
Income before taxes 166.3 533.4 375.8 775.4 2,487.6 1,148.9 789.3
Current...... (3.2) (10.4) (5.9) (36.6) (117.4) (13.1) (28.3)
Deferred.......cccovineeencninenn. (19.1) (61.3) (42.7) (73.3) (235.2) (116.0) 43.6
Profit from continued operations..... 143.9 461.7 327.2 665.5 2,135.0 1,019.7 804.6
Profit from discontinued operations. 0.9 3.0 (7.8) 28.0 89.8 47.2 (27.2)
NEt Profit.......ccoeeereiiniiresircrec e e 144.9 464.7 3194 693.5 2,224.8 1,066.8 7774
Attributable to:
Controlling shareholders 144.8 464.6 3154 693.6 2,225.0 1,062.4 770.0
Non-controlling interest ...........ccccoveevreeemieeneenne. — 0.1 4.0 (0.1) (0.2) 4.4 7.4

Translated for convenience only using the sglliate as reported by the Central Bankréais into U.S. dollars at March 31, 2015 of

(€Y
R$3.2080 = U.S.$1.00.

Summary Balance Sheet Information:
Cash and cash equivalents
Marketable securities
Trade accounts receivable, Net............ceeeeiiiiiiiiiiieeeee
Inventories
Biological assets
Other current assets
Assets from discontinued operations and held for $a

Total current assets
Marketable securities and restricted cash...........cccccovviveeveennenne
Trade accounts receivable, net
Biological assets

At March 31, At December 31,
2015(1) 2015 2014(1) 2014 2013
(in millions of (in millions of (in millions of (in millions of (in millions of
U.S.$) reais) u.s.9 reais) reais)
(unaudited)

1,831.0 5,873.8 1,872.5 6,006.9 3,127.7
191.3 613.6 183.1 587.5 459.6
798.7 2,562.2 949.8 3,046.9 3,338.4

1,040.3 3,337.4 916.9 2,941.4 3,111.6
374.4 1,201.2 352.4 1,130.6 1,205.9
693.1 2,223.6 566.4 1,817.0 1,850.4
611.8 1,962.8 610.3 1,958.0 148.9

5,540.7 17,774.6 5,451.5 17,488.3 13,242.5

57.5 184.4 55.3 177.3 155.2
2.8 8.9 24 7.7 7.8
217.4 697.5 213.0 683.2 569.0

13




At March 31, At December 31,

2015(1) 2015 2014(1) 2014 2013
Other NoN-current assets............coov. s eeve 964.2 3,093.1 910.5 2,920.9 2,712.6
Investments in associates and joint ventures..... 121.9 391.2 136.7 438.4 108.0
Property, plant and equipment, Net........ccoceiiiiceeeiieieeiieiee 3,1454 10,090.3 3,135.7 10,059.3 10,821.6
Intangible assets..........cccccoviniiiiens 1,395.5 4,476.9 1,349.3 4,328.6 4,757.9
Total NON-CUITENt ASSELS .......ccevviiiiiiieeneecee e 5,904.7 18,942.3 5,802.8 18,615.4 19,132.1
TOtAl @SSELS......oiiiiiiiiiiei e 11,445.4 36,716.9 11,254.3 36,103.7 32,374.6
Short-term debt ............... 756.5 2,426.7 853.8 2,738.9 2,696.6
Trade accounts payable. 1,365.6 4,381.0 1,239.8 3,977.3 3,674.7
Other current liabilities 666.8 2,139.0 730.9 2,344.6 2,064.7
Liabilities of discontinued operations 162.1 520.1 158.4 508.3 —
Total current liabilities ............cccceiiiiniiiii e, 2,951.0 9,466.8 2,982.9 9,569.1 8,436.0
Long-term debt ..... 3,209.2 10,295.2 2,758.9 8,850.4 7,484.6
Other non-current liabilities.... . 632.9 2,030.3 621.7 1,994.3 1,757.8
Total non-current liabilities ............cooviaiiiniiicae 3,842.1 12,325.5 3,380.5 10,844.7 9,242.4
Total current and non-current liabilities.............ccocviiiiiiieeeens 6,793.1 21,792.3 6,363.4 20,413.8 17,678.4
Capital ..o 3,884.2 12,460.5 3,884.2 12,460.5 12,460.5
Capital reserves..... 325 104.1 34.1 109.4 113.8
Income reserves ... 1,238.8 3,974.1 1,230.0 3,945.8 2,511.9
Retained earnings 136.0 436.3 — — —
Treasury shares................. (406.5) (1,304.0) (95.0) (304.9) (77.4)
Other comprehensive [0SS .........cccoiiiieeceesce e (269.2) (863.6) (193.4) (620.4) (353.7)
Attributable to interest of controlling shareholders.. 4,615.8 14,807.4 4,859.9 15,590.4 14,655.1
Attributable to non-controlling interest.................. 36.5 117.2 31.0 99.5 41.1
Total shareholders’ equIty ..........ccoceriiieeeeicnieieeee e 4,652.3 14,924.6 4,890.9 15,689.9 14,696.2
Total liabilities and shareholders’ equity ..........c.ccovereereesmmnene 11,445.4 36,716.9 11,254.3 36,103.7 32,374.6

(1) Translated for convenience only using the sglliate as reported by the Central Bankréaisinto U.S. dollars at March 31, 2015 of
R$3.2080 = U.S.$1.00.

At and for the Three Months At and for the Year
Ended March 31, Ended December 31,
2015(1) 2015 2014 2014(1) 2014 2013 2012
(in millions of (in millions of (in millions of (in millions of (in millions of (in millions of (in millions of
U.S.$) reais) reais) U.S.$) reais) reais) reais)
(unaudited)
Other Financial information (unaudited):
Net debt (at period end)(2)..........cceevrommmmmmenrenne. 1,941.9 6,229.5 5,989.6 1,568.6 5,032.0 6,784.3 ,0183
EBITDA(3) i 296.5 951.2 859.6 1,467.8 4,708.7 3,013.7 2,302(4
Net debt/ LTM EBITDA(2)(3)(4).....cceeveveruenenne — 1.3x 1.9x — 1.1x 2.3x 3.1x
EBITDA Margin(5) ......cccceovrvrveiiiiiimemeseee — 13.5% 12.8% — 16.2% 10.8% 8.9%
(1) Translated for convenience only using the sglliate as reported by the Central Bankréaisinto U.S. dollars at March 31, 2015, 2015
of R$3.2080 = U.S.$1.00.
(2) We define net debt as short term debt minuerdthancial assets and liabilities, net plus Iéagn debt minus cash and cash equivalents
(including restricted cash) and current and nomesurmarketable securities. Net debt is a suppléshemeasure of our financial condition
and used in making certain management decisiofsntit a prescribed measure under IFRS. Howewempm@sentation of net debt is not
meant to suggest that all of our cash, cash eqnt@bhnd marketable securities are available tacgeour debt, particularly as a portion
of our cash, cash equivalents and marketable siesugire necessary to provide working capital inngetion with our business and
certain of our cash constitutes restricted cashbeasribed in the notes to the table below.
The following table sets forth our net debt atdhates indicated:
At March 31, At December 31,
2015(a) 2015 2014 2014(a) 2014 2013 2012
(in millions (in millions
of U.S.$) (in millions ofreais) of U.S.$) (in millions ofreais)
(unaudited)
Short-term debt.........coooviiiiiiiiiiceceee e 756.5 2,426.7 2,690.8 853.8 2,738.9 2,696.6 28440
(-) Other financial assets and liabilities, net... (55.9) (179.4) (79.6) (66.8) (214.3) (345.6) (22011
(+) Long-term debt .........cocveeiiiiiic e 3,209.2 10,295.2 7,236.9 2,758.9 8,850.4 7,484.6 7,077.5
(-) Cash, cash equivalents and current and normgurr
marketable securities(h) ..........ccvviiiiimeeeecee i 2,079.7 6,671.8 4,017.7 2,110.9 6,771.7 3,742.5 ,72@1
Net debt (Unaudited) .........ccccooeiriiiiieeeeee e 1,941.9 6,229.5 5,989.6 1,568.6 5,032.0 6,784.3 ,01873
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(@) Translated for convenience only using thesgltate as reported by the Central Bankréais into U.S. dollars at March 31, 2015,
2015 of R$3.2080 = U.S.$1.00.

(b)  This line item includes restricted cash ofR$120.5 million as of March 31, 2015; (ii) R$103ndlion as of March 31, 2014, (iii)
R$115.2 million as of December 31, 2014; (iv) R®9illion as of December 31, 2013, and (v) R$93illion as of December 31,
2012.

(3) We calculate EBITDA as profit from continuedesationsplus current and deferreidcome and social contribution taxass financial
expenses, ngtlusdepreciation and amortization. We use EBITDA aggplemental measure of our financial performanceelkas of
our ability to generate cash from operations. V¢e alse EBITDA in making certain management decsi&BITDA is not a prescribed
measure under IFRS and should not be consideradalsstitute for net profit or loss, cash flow froperations or other measures of
operating performance or liquidity determined ic@dance with IFRS. The use of EBITDA has matdnmitations, including, among
others, the following:

« EBITDA adds back financial expenses, includinggiast expense. However, because we borrow morfayatece some of our
operations and capital expenditures, intereshisassary and ongoing part of our costs.

« EBITDA adds back current and deferred income $asense, but the payment of these taxes is @ssgeand ongoing cost of our
operations.

« EBITDA adds back depreciation and amortizatiart, llecause we use property, plant and equipmeggrerate revenues in our
operations, depreciation is a necessary and ongaimgonent of our costs.

« EBITDA as calculated by us may not be comparébkmilarly titled measures of other companies.

The following table reconciles EBITDA to our conisiated profit from continued operations:

As of and for the three months ende As of and for the year endec
March 31, December 31,
2015(a) 2015 2014 2014(a) 2014 2013 2012
(in millions (in millions
of U.S.$) (in millions ofreais) of U.S.$) (in millions ofreais)
(unaudited)
Profit from continued operations............c.cceecervimennen. 143.9 461.7 327.2 665.5 2,135.0 1,019.7 804.6
(+) Income and social contribution taxes(b).. . 22.4 71.7 48.6 109.9 352.6 129.1 (15.8)
(+) Financial expenses, net........... 335 107.5 196.5 308.8 990.7 7475 570|6
(+) Depreciation and amortization............cceeecevervimnne. 96.7 310.3 287.3 383.5 1,230.4 1,117.4 9425
EBITDA (unaudited) .........cccevrviiiiiiiiiienecieeenn 296.5 951.2 859.6 1,467.8 4,708.7 3,013.7 2,302.4

(@) Translated for convenience only using thersgliate as reported by the Central Bankéaisinto U.S. dollars at March 31, 2015

of R$3.2080 = U.S.$1.00.
(b) Includes current and deferred income and seciatribution tax expense.
(4) Net debt/LTM EBITDA calculations for March 32015 and 2014 are calculated using EBITDA figuardtie twelve months ended
March 31, 2015 and 2014, respectively.
(5) Represents EBITDA divided by net sales.

At and for the Three Months At and for the Year
Ended March 31, Ended December 31,
2015 2014 2014 2013 2012

Operating Information:
Poultry slaughtered (million heads per period)............cccceeeereneieniennennnn. 406.6 409.2 1,663.6 1,795.9 1,792.4
Pork/beef slaughtered (thousand heads per period)...........cccooevriremnieenene 2,246.8 2,354.5 9,620.6 9,744.1 10,874.1
Total sales of meat and other processed food ptedtimusand tons per

PEIIOO) ...ttt ettt e 1,054.5 1,041.3 4,307.1 4,595.4 4,809.0
Employees (at period end)(L) .....c.cuieeieareaeenie et emmme e 105,476 108,179 108,829 110,138 113,992

(1) The number of employees includes permanentemgorary employees.
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RISK FACTORS

Prospective purchasers of notes should carefulhsiter the risks described below, as well as therot
information in this offering memorandum, beforeidieg to purchase any notes. Our business, restlts
operations, financial condition or prospects coblelnegatively affected if any of these risks ocaund, as a
result, the trading price of the notes could dezlémd you could lose all or part of your investment

Risks Relating to Our Business and Industry

Our results of operations are subject to cyclicgliand volatility affecting both our raw material pres and our
selling prices.

Our business is largely dependent on the cost gmulysof corn, soy meal, soybeans, hogs, cattli amd
other raw materials, as well as the selling prafesur poultry, pork and beef, all of which areatetined by
constantly changing market forces of supply andatemwhich may fluctuate significantly, and othectbrs over
which we have little or no control. These othetdas include, among others, fluctuations in locad global
poultry, hog, cattle and milk production levelsyieanmental and conservation regulations, econauonditions,
weather, animal and crop diseases, cost of inierratfreight and exchange rate fluctuations, di@alar concern
given the recent significant depreciation of thaZiian real against the U.S. dollar and the euro.

Our industry, both in Brazil and abroad, is alsareleterized by cyclical periods of higher priced an
profitability, followed by overproduction, leadirig periods of lower prices and profitability. Weaot able to
mitigate these risks entirely. Although not usmabur industry, we negotiate long-term contract$\some of our
suppliers, especially soybean meal and soybeamdD14, the average corn price in Brazil was Otbgher than
the average corn price in 2013. Corn prices in Béer 2014 were 12.7% higher than in December 20b3tly
because of the depreciation of tleal against the U.S. dollar in the last quarter of 2002014, the average
soybean meal price in Brazil was 5.3% higher tia@natverage price in 2013, and comparing Decembis @0
December 2014, soybean meal prices in Brazil wevencby 9.1%. The effect of decreases or increastei price
of raw materials on our gross margin is greateoforproducts that are similar to commaodities itura rather than
our value-added products. They are also affectgubbtical and market conditions in the regions vehsuppliers
are located.

Our financial performance is also affected by ddimesd international freight costs, which are arlble
to volatility in oil prices. We may not be succegsh addressing the effects of cyclicality andatdity on costs and
expenses or the pricing of our products, and oarailfinancial performance may be adversely affiécNatural
disasters, pandemics or extreme weather, incluthods, excessive cold or heat, hurricanes or actt@ms, as well
as fires, such as a recent one we experienced ptamt in Toledo that required the temporary Hleeation of plant
functions to other facilities, could impair the hiear growth of livestock or interfere with our eqations due to
power outages, damage to our production and priocefgilities or disruption in transportation cimats or
information systems, among other issues.

Recent and future acquisitions or joint ventures smdivert management resources or prove to be disugto
our company.

We regularly review and pursue opportunities foatsgic growth through acquisitions, joint ventuaesl
other initiatives. We have completed several adiijpns in recent years, such as the acquisitior2did of all
equity interest in Federal Foods, a company heatired in Abu Dhabi, United Arab Emirates; a 40%kstin
AKF in the Sultanate of Oman; and a 75% stakelyaga’s frozen retail distribution business in 8tate of
Kuwait. Also, on October 1, 2014, Minerva incorgedhall of the shares of a BRF subsidiary in exgledior
16.29% of the total and voting capital of Minervdtat date. For more details on these and othesérctions, see
“Item 4. Information on the Company—A. History aDdvelopment of the Company—Other Acquisitions and
Investments in 2014” in our 2014 Form 20-F.
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Acquisitions, new businesses and joint venturgseaally involving sizeable enterprises, may présen
financial, managerial and operational risks ancetamties, including:

» challenges in realizing the anticipated benefitheftransaction;
» diversion of management attention from existingresses;
» difficulty with integrating personnel and financeid other systems;

» difficulty identifying suitable candidate business® consummating a transaction on terms that are
favorable to us;

» challenges in retaining an acquired company’s coete and key employees;
* increased compensation expenses for newly hiredogesgs; and
» exposure to unforeseen liabilities or problemshefacquired companies or joint ventures;

Acquisitions outside of Brazil may present additibdifficulties, such as compliance with foreiggaé
and regulatory systems and integration of persongifferent managerial practices and would insesaur
exposure to risks associated with internationafaipens.

We may be unable to realize synergies and effigig)ains from our recent acquisitions in the timefea
we anticipate or at all, because of integrationtber challenges. In addition, we may be unabldentify,
negotiate or finance future acquisitions, partidylas part of our international growth strategyceessfully or at
favorable valuations, or to effectively integratege acquisitions or joint venture businesses aouithcurrent
businesses. Any future joint ventures or acquis#iof businesses, technologies, services or predoight require
us to obtain additional equity or debt financindpielh may not be available on favorable terms, @laFuture
acquisitions and joint ventures may also resultmiforeseen operating difficulties and expendituasswvell as
strain on our organizational culture.

Deterioration of general economic conditions coutggatively impact our business.

Our business may be adversely affected by chand&sarilian and global economic conditions, which
may result in increased volatility in our marketsiaontribute to net losses. At the end of 2014praces declined
significantly and is expected to lead to lower emroic growth in relevant oil dependent regions, salseveral
countries in the Middle East, Russia, Venezuelafmgbla. Thus, per capita meat consumption in tlaesas could
be affected as well. Because of the global natbiceiobusiness, we remain subject to the risk ohemic volatility
worldwide, and economic and political disruptionsuad the world can have a material adverse effieaur
business and results of operations.

Health risks related to the food industry could agtgely affect our ability to sell our products.

We are subject to risks affecting the food indugtgerally, including risks posed by contamination
food spoilage, evolving nutritional and health-tethconcerns, consumer product liability claimsdorct
tampering, the possible unavailability and expesfdmbility insurance and the potential cost aistaption of a
product recall. Among such risks are those reltgedising animals, including disease and adversgher
conditions. Meat is subject to contamination dgifinocessing and distribution. Contamination dypnocessing
could affect a large number of our products andefioee could have a significant impact on our opens.

Our sales are dependent on consumer preferencesgrdttual or perceived health risks associatéd wi

our products, including any adverse publicity cong®y these risks, could cause customers to losédamce in the
safety and quality of our products, reducing thell®f consumption of those products.
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Even if our own products are not affected by cormtation, our industry may face adverse publicitthi
products of other producers become contaminateighvdould result in reduced consumer demand forpooducts
in the affected category. We maintain systemsgdesi to monitor food safety risks throughout absts of the
production process (including the production oflpguhogs and cattle) but any product contamimatould have
a material adverse impact on our business, resiutiserations, financial condition and prospects.

Raising animals and meat processing involve anirhaklth and disease control risks, which could haue
adverse impact on our results of operations andafincial condition.

Our operations involve raising poultry and hogs pratessing meat from poultry, hogs and cattlectwhi
require us to maintain animal health and contre¢ase. We could be required to destroy animadaspend the
sale of some of our products to customers in Beaml abroad in the event of an outbreak of disatiseting
animals, such as the following: (1) in the cashags, cattle and certain other animals, foot-andtindisease and
A(H5N1) influenza (discussed below); (2) in theeca$cattle, foot-and-mouth disease and BSE asd likely, (3)
in the case of poultry, avian influenza and Neweadisease. In addition, if the Porcine Reprooctind
Respiratory Syndrome and Porcine Epidemic Diarrivadch have broken out in Europe and the UniteteSta
were to outbreak in Brazil, we could be requiredestroy hogs. Destruction of poultry, hogs or p#mémals
would preclude recovery of costs incurred in rajsin purchasing these animals and result in additiexpense for
the disposal of such animals. An outbreak of faal-enouth disease could have an effect on livesteelown, the
availability of livestock for purchase, consumergaption of certain protein products or our abitiiyaccess certain
markets, which would adversely impact our resuligp@rations and financial condition.

Outbreaks, or fears of outbreaks, of any of theseother animal diseases may lead to cancellatiorooders by
our customers and, particularly if the disease hh® potential to affect humans, create adverse peib} that
may have a material adverse effect on consumer deanfar our products. Moreover, outbreaks of animal
disease in Brazil may result in foreign governmehégation to close export markets to some or alloor products,
which may result in the destruction of some or all these animals. Our poultry business in Braziliamnd export
markets could also be negatively affected by avizftuenza.

Chicken and other birds in some countries, padityin Asia but also in Europe and Africa, havedmae
infected by highly pathogenic avian influenza. Isnaall number of cases, the avian influenza has traasmitted
from birds to humans, resulting in illness andpooasion, death. Accordingly, health authoritremiany countries
have taken steps to prevent outbreaks of this disglase, including destruction of afflicted pouftocks.

Between 2003 and the first week of 2015, there haes over 1,147 human cases of avian influenza and
over 577 related deaths, according to the WHO audl land Agriculture Organization, or “FAO.” The eas
reported were caused by the H5N1 and H7N9 virdse2013, direct human-to-human transmission ofHiI9
virus was proven. Various countries in Asia, theliie East and Africa reported human cases in #idile years
and various European countries reported avianafes in poultry. More recently, in 2014, there weprts of
human cases of avian influenza in Egypt, Indon€anbodia, China and Vietham. In the Americas ghvegre
reports of human cases of avian influenza in b@tha@a and the United States. In early 2015, additivew cases
of H5SN1 and H5N2 were reported in the United Statdsch has already resulted in restrictions on. &xports.

To date, Brazil has not had a documented caséa anfluenza, although there are concerns that an
outbreak of avian influenza may occur in the cogpirtrthe future. Any outbreak of avian influenpaBrazil could
lead to required destruction of our poultry flockdiich would result in decreased sales of poulyryd, prevent
recovery of costs incurred in raising or purchasingh poultry, and result in additional expensetierdisposal of
destroyed poultry. In addition, any outbreak ahavinfluenza in Brazil would likely lead to immedié restrictions
on the export of some of our products to key expuatkets. Preventive actions adopted by Brazdiahorities, if
any, may not be effective in precluding the sprefaalian influenza within Brazil.

Whether or not an outbreak of avian influenza osauBrazil, further outbreaks of avian influenza
anywhere in the world could have a negative impadhe consumption of poultry in our key export keds or in
Brazil, and a significant outbreak would negativaffect our net sales and overall financial perfance. Any
outbreak could lead to the imposition of costlyyergive controls on poultry imports in our expornkets.
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Accordingly, any spread of avian influenza, or @asing concerns about this disease, may have asiahated
adverse effect on our company.

We may also be subject from time to time to addalmutbreaks of animal-related diseases, such as
Porcine Epidemic Diarrhea and foot-and-mouth disedfecting cattle. See “Item 5: Operating and Raia
Review and Prospects—A. Operating Results—Effeétrofmal Diseases—Other Animal Diseases” in our 2014
Form 20-F for further information.

More stringent trade barriers in key export marketsay negatively affect our results of operations.

Because of the growing market share of Braziliantpgp pork and beef products in the international
markets, Brazilian exporters are increasingly beifigcted by measures taken by importing countagsotect
local producers. The competitiveness of Braziiampanies has led certain countries to establistetbarriers to
limit the access of Brazilian companies to theirkets. Trade barriers can consist of both taaffd non-tariff
barriers. In our industry, non-tariff barriers argarticular concern, especially sanitary andrtieeth restrictions.

Some countries, such as Russia, have a histongdtirg trade barriers to imports of food produdts.
June 2011, Russia imposed restrictions on impémsarilian poultry, pork and beef from about 1G0gucing
units due to alleged sanitary concerns, includicgraplete ban on imports from the states of Ricn@eado Sul,
Santa Catarina and Mato Grosso. In August 2014)ahevas suspended.

We have been affected by trade barriers imposedrymber of other countries from time to time.Jume
2011, South Africa initiated an anti-dumping invgation against Brazilian chicken. In a prelimiar
determination, the South African government impasdoktantial tariffs on these products (62.9% oolgkhicken
and 46.5% on boneless cuts), which temporarilyingged Brazilian exports. The final resolutiontioé
investigation was announced in December 2012 iarfaf/Brazil, with no application of anti-dumpingmalties.

In Europe, another of our key markets, the Europdrdion has adopted a quota system for certain ehick
products and prohibitive tariffs for certain protiuthat do not have quotas in order to mitigatesfferts of
Brazil's lower production costs on local producevsr European producers. In addition, the Europrdion has a
ban on certain types of Brazilian meat, includiogkp fresh cuts and some premium cuts of frozef lmeeks.

In addition, many developed countries use diredtiadirect subsidies to enhance the competitiveness
their producers in other markets. In addition, Iggaducers in some markets may exert politicabguee on their
governments to prevent foreign producers from exppito their market, particularly during unfavolaleconomic
conditions. Any of the above restrictions couldstahtially affect our export volumes and, consetjyeour export
sales and financial performance. If new trade besrarise in our key export markets, we may faffecdlities in
reallocating our products to other markets on falbt® terms, and our business, financial conditimhrasults of
operations might be adversely affected.

We face significant competition from Brazilian anfdreign producers, which could adversely affect dimancial
performance.

We face strong competition from other Braziliandureers in our domestic market and from Braziliad an
foreign producers in our export markets. The Bi@zimarket for whole poultry and poultry and petks is highly
fragmented. Small producers can also be impocampetitors, some of which operate in the infore@nomy
and are able to offer lower prices by meeting loguality standards. Competition from small prodads a
primary reason why we sell most of our frozennaturg) meat products in the export markets and is advar
expanding our sales of those products in the doovestrket. With respect to exports, we competé wther large,
vertically integrated Brazilian producers that h#tve ability to produce quality products at lowtc@s well as with
foreign producers.

In addition, the potential growth of the Braziliararket for processed food, poultry, pork and beef a

Brazil's low production costs are attractive tcemmational competitors. Although the main bartéethese
companies has been the need to build a compreleetisivibution network and a network of outgrowers,
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international competitors with significant resowwoeuld undertake to build these networks or aequird expand
existing networks.

The Brazilian poultry and pork cuts markets, intjgafar, are highly price-competitive and sensitive
product substitution. Even if we remain a low-gasiducer, customers may seek to diversify theircsiof supply
by purchasing a portion of the products they neeah foroducers in other countries, as some of ostoouers in
key export markets have begun to do. We expectibatill continue to face strong competition in @fllour
markets and anticipate that existing or new congratinay broaden their product lines and extenid geagraphic
scope. Any failure by us to respond to productipg and other moves by competitors may negatiaéfgct our
financial performance.

Our international sales are subject to a broad ramgf risks associated with international operations

International sales account for a significant mortof our net sales, representing 41.6% in 2012,%48n
2013 and 46.8% in 2014. Our major internationalket include the Middle East (particularly SaudaBia), Asia
(particularly Japan, Hong Kong, Singapore and OhiBarope, Eurasia (particularly Russia), Africal émericas
(particularly Argentina), where we are subject tany of the same risks described below in relatoBrazil. Our
future financial performance will depend, to a #igant extent, on the economic, political and abconditions in
our main export markets.

Our future ability to conduct business in our expoarkets could be adversely affected by factoysibe
our control, such as the following:

» exchange rate fluctuations;
» deterioration in international economic conditions;
* impacts on the economy following sharp variatiansnergy prices;

» political risks, such as turmoil in the Middle Eastd North Africa, government policies in Argentina
and political instability in Venezuela;

» decreases in demand, particularly from large marketh as China;

* imposition of increased tariffs, anti-dumping data other trade barriers;
» strikes or other events affecting ports and otteerdport facilities;

» compliance with differing foreign legal and regolat regimes; and

» sabotage affecting our products.

The market dynamics of our important export markets change quickly and unpredictably due to these
factors, the imposition of trade barriers of thgetylescribed above and other factors, which togetre
significantly affect our export volumes, sellinggars and results of operations.

Our international sales are highly dependent owmlitims at a small number of ports in southern Braz
We export our products primarily through ports @uthern Brazil (Parana, Santa Catarina and Riodarao Sul).
We have been affected from time to time by stridfggort employees or customs agents, sanitary atigpeagents
and other government agents at the Brazilian fams which we export our products. For exampleAirgust
2011, a strike at the Itajai port affected expfotsapproximately two months. In the middle of 20&aZstrike of
Brazilian Sanitary Inspection Agencidéncia Nacional de Vigilancia Sanitariar Anvisa) and a nationwide strike
of truckers also hampered our export operationsidespread or protracted strike in the future caddersely
affect our business and our results of operatidam2012, we had new strikes from Anvisa and enggsyof the
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federal government. In addition, flooding and sanigvents affecting the infrastructure necessarthi® export of
our products could adversely affect our revenueisoam results of operations.

Political and economic risks in Middle East couldhit the profitability of our operations and our ality to
execute our strategy in that region.

In 2014, we finished construction of a new plan&lbu Dhabi in the United Arab Emirates in the Migld|
East. In addition to being subject to the genesékrof international operations described aboweare now subject
to the specific risks associated with the fact thatproduction and distribution capacity we hapadhieve through
the project could be lower than our expectatiamgaich case for a variety of reasons, including¢¥ernmental
inertia, (2) geopolitical risk, (3) imposition akehange or price controls, (4) imposition of rettans on exports of
our products or imports of raw materials neceskargur production, (5) fluctuation of local curies against the
real, (6) nationalization of our property, (7) incre@sexport tax and income tax rates for our prosiuand (8)
unilateral (governmental) institutional and contuat changes, including controls on investmentslamnitations on
new projects. As a result of these factors, theltesf operations and financial conditions of operations in the
Middle East may be adversely affected, and we mpgréence in the future significant variability @r revenue on
both an annual and a quarterly basis from thoseatipas. The impact of these changes on our abdieliver on
our planned projects and execute our strategy ¢dnenascertained with any degree of certainty,thase changes
may, therefore, have an adverse effect on our tipesaand financial results.

Political and economic risks in Argentina could liinthe profitability of our operations and our abitly to execute
our strategy in that country.

We have seven production facilities in Argentinad ave view growth of our business in Argentinamas a
important component of our strategy in South AnseriVe estimate that our integrated operationsaritigentine
market represent over R$1 billion of sales per.ydawever, executing our strategy in Argentinasijsct to
significant political and economic risks. Polilieend economic conditions have been volatile in doantry for
more than a decade. Economic uncertainty, infiatiod other factors could lead to lower real sasadiower
consumption and unemployment, which could havedarrae effect on demand for our products. In &fdit
Argentine government policies may adversely aftectability to realize a return on our investmenArgentina.
For example, the government has imposed restrictorthe conversion of Argentine currency intoifgme
currencies and on the remittance to foreign investbproceeds of their investments in ArgentiiaApril 2012,
the Argentine government’s effective nationalizatad YPF S.A., Argentina’s leading energy compdag,to a
dramatic decline in the prices of Argentine seasiaind great concern among international investargentine
government intervention, investor reactions anchenuc uncertainty in Argentina could adversely eiffine
profitability of our operations and our ability éxecute our strategy in that country.

Increased regulation of food safety could increasear costs and adversely affect our results of oparas.

Our manufacturing facilities and products are stttije regular Brazilian federal, state and localwell as
foreign, governmental inspections and extensiveladign in the food safety area, including governtaefood
processing controls. We currently comply with atbd safety requirements in the markets where wdwdrour
business. We already incur significant costs imeation with such compliance and changes in goventm
regulations relating to food safety could requissamake additional investments or incur additi@ests to meet
the necessary specifications for our products.foducts are often inspected by foreign food sadéfigials, and
any failure to pass those inspections can reswltifrbeing required to return all or part of a sh@nt to Brazil,
destroy all or part of a shipment or incur costsalbse of delays in delivering products to our qusis. Any
tightening of food safety regulations could regulincreased costs and could have an adverse effentir business
and results of operations.

Our performance depends on favorable labor relattowith our employees and our compliance with lalbaws.
Any deterioration of those relations or increase l@bor costs could adversely affect our business.

As of December 31, 2014, we had a total of 108@88loyees worldwide. All of our production
employees are represented by labor unions. Upoaxhieation of existing collective bargaining agremts or
other collective labor agreements, we may not re@ghagreements without union action and any sgobements

21



may not be on terms satisfactory to us, which coeddlt in us paying higher wages or benefits iorumorkers. If
we are unable to negotiate acceptable union agrgsmee may become subject to work stoppagesikestr

Labor costs are among our most significant exparekt In 2014, they represented 13.9% of our dost o
goods sold, representing an increase of 0.9 pegergoints compared to 2013.

In the ordinary course of business, we outsouroer [to third parties. See “Item 4. Informationtbe
Company—B. Business Overview—Production Procesgiunf2014 20-F. If it were to become necessargvisit
this contractual structure, we could incur add#iobperating expenses.

Environmental laws and regulations require increasj expenditures for compliance.

We, like other Brazilian food producers, are sutje@xtensive Brazilian federal, state and local
environmental laws, regulations, authorizations laaehses concerning, among other things, theference with
protected areas (conservation units, archeologress and permanent preservation areas), handithdisposal of
waste, discharges of pollutants into the air, watet soil, atmospheric emissions, noise and clgaof-u
contamination, all of which affect our businessyAailure to comply with these laws and regulationgny lack of
authorizations or licenses could result in admiatste and criminal penalties, such as fines, déataan of
authorizations or revocation of licenses, in additio negative publicity and civil liability for neediation or
compensation for environmental damage without @pgcWe cannot operate a plant if the requiredrenwiental
permit is not valid or updated. Civil penalties niagiude summons, fines, temporary or permanens,lthe
suspension of subsidies by public bodies and tinpaeary or permanent shutdown of commercial aciwit
Criminal penalties include fines, temporary intetidin of rights and prison (for individual offendgrand
liquidation, temporary interdiction of rights, fis@and community services (for legal entities).

Furthermore, pursuant to Brazilian environmentgidiation, the corporate entity of a company wél b
disregarded (such that the owners of the compalhp&iiable for its debts) if necessary to guaearnthe payment
of costs related to the recovery of environmenaahages, whenever the legal entity is deemed by wbe an
obstacle to reimbursement of damages caused tpdlity of the environment.

We have incurred, and will continue to incur, calpind operating expenditures to comply with tHases
and regulations. Because of the possibility of ticgrated regulatory measures or other developmeatsicularly
as environmental laws become more stringent iniBthe amount and timing of future expenditureguieed to
maintain compliance could increase from curren¢lleand could adversely affect the availabilityurfds for
capital expenditures and other purposes. Compliaitbeexisting or new environmental laws and regaofes, as
well as obligations in agreements with public éeditcould result in increased costs and expenses.

Our plants are subject to environmental licendoaged on their pollution potential and usage afinat
resources. If, for example, one of our plants ift bu expanded without an environmental licensé our
environmental licenses expire, are not renewedhwe ltheir request of renewal dismissed by the coenpe
environmental authority, we may incur fines randiegween R$500 to R$10 million and other administea
penalties, such as suspension of operations dnglo$ the facilities in question. Those same pgesaimay also be
applicable in the case of failure to fulfill thenmbtions of validity foreseen in the environmerie¢nses already
held by us. Currently, some of our environmentariises are in the renewal process, and we canargae that
environmental agencies will approve our renewaliests within the required legal period. Brazilian
Complementary Law No. 140/2011 establishes thawahof environmental licenses must be requestéshat 120
days in advance of its expiration, so that thenlseemay be automatically extended until a finaisiex from the
environmental authority is reached. In the intenva,are permitted to continue operations underahpective
license, during the renewal process.

Unfavorable outcomes in legal proceedings may reglaur liquidity and negatively affect us.
We are defendants in civil, labor and tax procegsliand are also subject to consent agreemeéeatsp de

Ajustamento de Condytaor “TAC.” Under IFRS, we classify the risk of adserresults in legal proceedings as
“remote,” “possible” or “probable.” We disclose taggregate amounts of these proceedings that veejhdged
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possible or probable, to the extent the amountkraoe/n or reasonably estimable, and we record pi@vs only
for losses that we consider probable. These disicdssor 2014 are included in “Item 8. Financidbimation—
Legal Proceedings” of our 2014 Form 20-F incorpeatdiy reference and Note 26 of our consolidatezhfiral
statements.

We are not required to disclose or record provssifan proceedings in which our management judges th
risk of loss to be remote. However, the amountelired in certain of the proceedings in which waédyad our risk
of loss is remote are substantial, and the logsas tould be significantly higher than the amodartsvhich we
have recorded provisions. Even for the amountzrded as provisions for probable losses, a judgmgainst us
would have an effect on our cash flow if we werguiged to pay those amounts. Unfavorable decisiosir legal
proceedings may, therefore, reduce our liquidity adversely affect our business, financial conditad results of
operations.

With regard to tax contingencies, we are curretéfendants in tax cases that involve tax cred#etét
These cases have not yet reached a final rulingérazilian courts. We may face risks arisingrfriax liabilities
and the monetization of tax credits, which can tegly impact our results. The Supreme Court ofArhas
recently ruled that the use of total ICMS tax cedi operations related to food products clagsidie staple foods
in Brazil (cesta basich which benefit from a reduced tax basis in theuwation of the ICMS tax, is improper. The
case is currently on appeal and, if the decisiampleeld and determined to apply to some or allRFB operations,
it could have a significant impact on our operadidiquidity and financial results. See “ltem 8n&ncial
Information—A. Consolidated Statements and Otheafk¢ial Information—Legal Proceedings—Tax Procegslin
of our 2014 Form 20-F.

As of March 31, 2015, we had R$56.2 million in psiens for civil contingencies, R$235.4 million in
provisions for tax contingencies and R$341.0 miliio provisions for labor contingencies. See Natéd?our
interim consolidated financial statements. We camassure you that we will obtain favorable decisionthese
proceedings or that our reserves will be suffictentover potential liabilities resulting from uréaable decisions.

In addition, our ability to compete effectively depls in part on our rights to trademarks, logosathdr
intellectual property rights we own or license. Wéve not sought to register or protect every ormioimarks in
every country in which they are or may be usedciwimeans that third parties may be able to limithallenge our
trademark rights there. Furthermore, because diffe¥ences in foreign intellectual property ooprietary rights
laws, we may not receive the same level of legatigation in every country in which we operate.dation may be
necessary to enforce our intellectual propertytsgand if we do not prevail, we could suffer aenal adverse
impact on our business, goodwill, financial positicesults of operations and cash flows. Furtinérd {parties may
allege that our intellectual property and/or busgactivities infringe their own intellectual proyeor proprietary
rights, and any litigation in this regard woulddmstly, regardless of the merits. If we are unss&fte in defending
any such third party claims, or to settle suchnetaiwe could be required to pay damages and/or iettdicense
agreements, which might not be available underr&ble terms. We may also be forced to rebranddwesign our
products to avoid the infringement , which coulgulein significant costs in certain markets. If are found to
infringe any third party’s intellectual propertyewould suffer a material adverse impact on ountedjon,
business, financial position, results of operatiand cash flows.

We depend on members of our senior management amdwr ability to recruit and retain qualified profesionals
to implement our strategy.

We depend on members of our senior managementthadgualified professionals to implement our
business strategies. Efforts to recruit and reteafiessionals may result in significant additioagbenses, which
could adversely affect our results. In additiorg, libss of key professionals may adversely affectbility to
implement our strategy, as well as the expensegiassd to these losses can impact our results.

We rely on our positive image and reputation in thearketplace.

BRF has a strong image related to solid corporatermance and is associated with values such sts tru
ethics and transparency. We have a framework dfaund initiatives that supports all business segimand their
commercial standards worldwide. However, we maybeoable to mitigate all fraud risk entirely. Insea of bad
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publicity or acts that may negatively affect ouage, we have a Crisis Committee that works withsbakeholders.
Any negative reflection on our image or the straraftour brand from these or other activities cdudete a
negative impact on our results of operations, dsageour ability to achieve our growth strategy.

Damages not covered by our insurance policies migggult in losses for us, which could have an adseeffect
on our business.

As is typical in our business, our plants, distridm centers, vehicles and our directors and aficamong
others, are insured. However, certain kinds ofdssmnnot be insured against, and our insuranczgsohre subject
to liability limits and exclusions. If an event th@annot be insured occurs, or the damages arerhtigan our policy
limits, we may incur significant costs. In additiame could be required to pay indemnification tatipa affected by
such an event.

In addition, even where we incur losses that aimately covered by insurance, we may incur addéio
expenses to mitigate the loss, such as shiftindyatton to another facility. These costs may nofulig covered by
our insurance. For example, in 2011, fires affeetqurt of the installations of our Nova Mutum, M&rosso unit
and part of the installations of our Brasilia uhit2014, fires affected part of the installati@i®ur Toledo unit.

Although the facilities are covered by fire insurarand the units’ production was temporarily absdriy
other BRF plants, we cannot assure you that alofirect and indirect costs will be covered by imsurance.
Any similar event at other facilities in the futwreuld adversely affect our revenues, expensesanbusiness.

Our failure to continually innovate and successfyllaunch new products, as well as maintain our bhimage,
could adversely impact our operating results.

Our financial success depends on our ability tacaoste changes in consumer preferences and dietary
habits and successfully develop and launch newyatscand product extensions that consumers wantauate
resources to new product development and prodiwensions, however we may not be successful in dpired
innovative new products or our new products maybeotommercially successful. To the extent thahmeenot able
to effectively gauge the direction of our key maskand successfully identify, develop, manufacame market
new or improved products in these changing marketsfinancial results and our competitive positinay suffer.

We also seek to maintain and extend the imagerdb@nds through marketing, including advertising,
consumer promotions and trade spending. Due toenhesks in the marketplace associated with dibieg,
promotions and new product introductions, includimgertainties about trade and consumer acceptauce,
marketing investments may not prove successfulamtaining or increasing our market share. Contigujlobal
focus on health and wellness, including weight ngan@ent, and increasing media attention to theafoleod
marketing could adversely affect our brand imagkead to stricter regulations and greater scruinfpod
marketing practices.

Our success in maintaining, extending and expanalimdrand image also depends on our ability tpada
to a rapidly changing media environment, includimgreasing reliance on social media and onlineetigisation of
advertising campaigns. The growing use of socidldigital media increases the speed and extenirtfeaination
or misinformation and opinions can be shared.

Negative posts or comments about us, our brandargoroducts on social or digital media could sgsip
damage our reputation and brand image. If we donaitain or extend our brand image, then our prosales,
financial condition and results of operations cdogdmaterially and adversely affected.

Failures or security breaches of our information¢bnology systems could disrupt our operations arebatively
impact our business.

Information technology is an important part of dusiness operations and we increasingly rely on

information technology systems to manage businassahd increase efficiencies in our productiondisttibution
facilities and inventory management processes. Mteuse information technology to process finanicidrmation
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and results of operations for internal reportingoeses and to comply with regulatory, legal andréguirements.
In addition, we depend on information technologydigital marketing and electronic communicatioesAeen our
facilities, personnel, customers and supplierse lather companies, our information technology systmay be
vulnerable to a variety of interruptions, includitigring the process of upgrading or replacing safewdatabases
or components thereof, natural disasters, terratiatks, telecommunications failures, computersas, cyber-
attacks, hackers, unauthorized access attemptsthadsecurity issues. We have implemented teciggaecurity
initiatives and disaster recovery plans to mitigaie exposure to these risks, but these measurgsohde
adequate. Any significant failure of our systemsjuding failures that prevent our systems froncfioning as
intended, could cause transaction errors, proagssetficiencies, loss of customers and sales, hagative
consequences on our employees and our businesgengaahd have a negative impact on our operatiohgsiness
reputation.

In addition, if we are unable to prevent securitgdthes, we may suffer financial and reputationatate
or penalties because of the unauthorized disclasiurenfidential information belonging to us ordor partners,
customers, consumers or suppliers. In additiondib&osure of non-public sensitive informationaingh external
media channels could lead to the loss of intellgiuoperty or damage our reputation and brand émag

Risks Relating to Our Indebtedness

We have substantial indebtedness, and our leveremad negatively affect our ability to refinance ou
indebtedness and grow our business.

At March 31, 2015, our total consolidated debt (pased of short-term and long-term debt) was
R$12,721.9 million (U.S.$3,965.7 million).

Our substantial indebtedness could have major goiesees for us, including:

* requiring that a substantial portion of our caslwf from operations be used for the payment of
principal and interest on our debt, reducing thed&iavailable for our operations or other capital
needs;

» limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhioh
we operate because our available cash flow afi@gngaprincipal and interest on our debt might net b
sufficient to make the capital and other expendiurecessary to address these changes;

* increasing our vulnerability to general adverseneaaic and industry conditions because, during
periods in which we experience lower earnings asth dlows, we would be required to devote a
proportionally greater amount of our cash flowp#&ying principal and interest on debt;

» limiting our ability to obtain additional financing the future to fund working capital, capital
expenditures, acquisitions and general corporap@nmeEments;

* increasing our expenditures due to depreciatiotisdrBrazilianreal, which can lead to an increased
amount of capital needed to service indebtednedstle denominated in U.S. dollars;

* making it difficult for us to refinance our indebteess or to refinance such indebtedness on terms
favorable to us, including with respect to existaagounts receivable securitizations;

» placing us at a competitive disadvantage comparedrnpetitors that are relatively less leveragedl an
that may be better positioned to withstand econataienturns; and

* exposing our current and future borrowings madiating interest rates to increases in interestsia
We have substantial debt that matures in eacheafi¢ixt several years.
As of March 31, 2015, we had R$2,186.5 million ebdthat matures in 2015, R$493.9 million of délatt t

matures in 2016, R$1,068.6 million of debt thatumed in 2017, R$1,512.8 million of debt that ma$uine2018 and
R$7,460.1 million of debt that matures in 2019 H#rateafter
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A substantial portion of our outstanding debt isa@wainated in foreign currencies, primarily U.S.ldd.

As of March 31, 2015, we had R$9,323.0 millionafeign currency debt, including R$393.2 millionsbfort-term
foreign currency debt. Our U.S. dollar-denominatett must be serviced by funds generated from bglesir
subsidiaries, the majority of which are not denataa in U.S. dollars. Consequently, when we dayeaerate
sufficient U.S. dollar revenues to cover that dsbtice, we must use revenues generateeairsor other
currencies to service our U.S. dollar-denominatelat.dDepreciation in the value of theal or any of the other
currencies of the countries in which we operatejared to the U.S. dollar, could adversely affetability to
service our debt. Foreign currency hedge agreemasyynot be effective in covering these currendsteel risks.

Any future uncertainty in the stock and credit neskcould also negatively impact our ability toessc
additional short-term and long-term financing, whaould negatively impact our liquidity and finaalctondition.
If, in future years:

» the pressures on credit return as a result of pligms in the global stock and credit markets,

e our operating results worsen significantly,

e we are unable to complete any necessary divestibfreon-core assets and our cash flow or capital
resources prove inadequate, or

* we are unable to refinance any of our debt thabies due, we could face liquidity problems and
may not be able to pay our outstanding debt when which could have a material adverse effect on
our consolidated business and financial condition.

The terms of our indebtedness impose significasttiofions on us.

The instruments governing our consolidated indei#es impose significant restrictions on us. These
restrictions may limit, directly or indirectly, oability, among other things, to undertake thecfelhg actions:

e borrow money;

* make investments;

» sell assets, including capital stock of subsid&rie

* guarantee indebtedness;

* enter into agreements that restrict dividends loerotlistributions from certain subsidiaries;

* enter into transactions with affiliates;

* create or assume liens; and

e engage in mergers or consolidations.

Although the covenants to which we are subject lexeeptions and qualifications, the breach of any o
these covenants could result in a default undeteitmes of other existing debt obligations. Upon dleeurrence of
such an event of default, all amounts outstandirdeuthe applicable debt instruments and the dshed under
other debt instruments containing cross-defautross-acceleration provisions, together with aatared unpaid
interest, if any, might become or be declared imatety due and payable. If such indebtedness veebe t
accelerated, we may have insufficient funds toyepdull any such indebtedness. In addition, immection with
the entry into new financings or amendments totiejginancing arrangements, our subsidiaries’ricial and

operational flexibility may be further reduced a®sult of the imposition of covenants that areem@strictive, the
requirements for additional security, and othemter
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Risks Relating to Brazil

Brazilian economic, political and other conditiongnd Brazilian government policies or actions inggonse to
these conditions, may negatively affect our busis@sd results of operations.

The Brazilian economy has historically been charamtd by interventions by the Brazilian government
and unstable economic cycles. The Brazilian govemirhas often changed monetary, taxation, crediff and
other policies to influence the course of Braz#itdnomy. For example, the government’s actionsmdrol
inflation have at times involved setting wage anidgcontrols, blocking access to bank accountppsing
exchange controls and limiting imports into Bra¥ile have no control over, and cannot predict, \plodties or
actions the Brazilian government may take in thert

Our business, results of operations, financial #émmand prospects as well as the market pricesiof
notes may be adversely affected by, among othezdptlowing factors:

» exchange rate movements;

» exchange control policies;

e expansion or contraction of the Brazilian econoas/measured by rates of growth in GDP;

* inflation;

* tax policies;

» other economic, political, diplomatic and sociavelepments in or affecting Brazil, including with
respect to alleged unethical or illegal conduatestain figures in the Brazilian government and
legislators, which are currently under investigatio

* interest rates;
» changes in climate and weather patterns;

e energy or water shortages or rationalization, paldrly in light of water shortages in parts of Bta
beginning in late 2014;

» liquidity of domestic capital and lending markets;
» changes in environmental regulation; and

» social and political instability, particularly irght of recent protests against public policy (utthg
strikes of truck drivers) and related vandalismmigjor Brazilian cities.

These factors, as well as uncertainty over whetieBrazilian government may implement changes in
policy or regulations relating to these factorsyradversely affect us and our business and finhperformance
and the market price of our notes.

Dilma Rousseff, the re-elected President of Brézk considerable power to determine governmental
policies and actions that relate to the Brazilieon®my and, consequently, affect the operationdiaadcial
performance of businesses, such as our companyadrhmistration may face domestic pressure toaefrem the
current macroeconomic policies in an attempt toeaehhigher rates of economic growth. We cannadiptevhat
policies will be adopted by the Brazilian governtnand whether these policies will negatively afféae economy
or our business or financial performance. In addjtthe recent economic and political instabiltgused by the rise
of inflation, slow GDP growth, protests and strikas well as the Petrobras corruption scandalldtat® a fall in
confidence and a government crisis. The gener@lgadluncertainty could worsen purchasing powensumption
and supply chain costs. Thus, our financial resuly be affected by a slowdown in the domestic etark

The market expectations for 2015 is that Brazi@aonomy should slow down and the GDP should not
grow or could even have a small decrease.
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Climate change may negatively affect our businessl aesults of operations.

A consensus has developed in the scientific comiptimat global warming will continue to occur evién
greenhouse gas emissions were to be slowed, thesietigrcing the need to intensify actions to adaptlimate
changes. We consider the potential effects of ¢enchange when evaluating and managing our opasagiod
supply chain, recognizing the vulnerability of mafiresources and agricultural inputs that arergisddor our
activities.

The main risks we have identified relate to theralions in temperature (average and extreme) and
changes in rainfall (average and extreme, suchaght, flooding and storms), both of which coutfiet
agricultural productivity, the quality and availkttyi of pasture areas, animal wellbeing and thelakdity of
energy. These changes could have a direct impaotionosts, raising the price of agricultural condlities as a
result of long periods of drought or excessivefedinincreasing operating costs to ensure aninglb&ing,
increasing the risk of rationing and raising thiegwof electrical energy through water shortagesthn need for
other energy sources to supply the demand forraiggt We also consider potential regulatory chesignd
monitor trends in changes to licensing legislatmngreenhouse gas emissions at the domestic &erch@tional
levels.

Our operations are largely dependent on electraity energy-related expenses are our second highest
fixed cost. A significant portion of Brazil's indkad electric generation capacity is currently degent upon
hydroelectric generation facilities. If the amowohtvater available to energy producers becomegasingly scarce
due to drought or diversion for other uses, asdeasrred in recent years, our energy expenses meagase.

Among the initiatives we have taken to reduce oyosure to climate change and to maintain our
competitiveness in terms of costs is the monitodghsgtocks in grains purchases and the constanitoniorg of the
weather in agricultural regions to guide buyingisieos, as well as anticipating price movementh@écommodity
markets. We also undertake efficiency projectsetieetbp more efficient processes that consume femge Other
initiatives include technological innovations iretanimal-raising installations to improve the eorment and
acclimatization and safeguard the animal’s wellgelWe may fail to continue to implement programatigate
effects of climate change, which may affect ouritess and results of operations in the future.

Inflation, and government measures to curb inflatipmay adversely affect the Brazilian economy, Bazilian
securities market, our business and operationsafiicial condition and the market prices of our notes

Brazil experienced high inflation rates in the pasicording to the General Market Price Indindice
Geral de Precos do Mercafiar “IGP-M,” a general price inflation index, tirdlation rates in Brazil were 11.3%
in 2010, 5.1% in 2011, 7.8% in 2012, 5.5% in 2048 &.7% in 2014. In addition, according to IPCAblhed by
the Brazilian Institute of Geography and Statisflostituto Brasileiro de Geografia e Estatisfjcar “IBGE,”
Brazilian consumer price inflation rates were 5898010, 6.5% in 2011, 5.8% in 2012, 5.9% in 2048 6.4% in
2014. In 2010, 2011, 2012 and 2013, the actukdtinh rate was higher than the Central Bank’satio 4.5%
with a tolerance range of two percentage points@loo below. See “Item 5. Operating and FinanR&liew and
Prospects—A. Operating Results—Principal Factofeddihg Our Results of Operations—Brazilian andi@lo
Economic Conditions” and “—Effects of Exchange Rdégiations and Inflation” of our 2014 Form 20-F.

Brazil may continue experiencing high levels ofatibn in 2015, above the Central Bank's targetideis
of higher inflation like in 2014 slow the growthtesof the Brazilian economy, which may lead to logeowth in
consumption of food products. Inflation also ilikto continue to put pressure on industry cobfgaduction and
expenses, which will force companies to searclinfoovative solutions in order to remain competitivée may not
be able to pass this cost onto our customers aralr@sult, it may reduce our profit margins andpnefit. In
addition, high inflation generally leads to higldemestic interest rates, and, as a result, the observicing our
debt may increase, resulting in lower net profitatidition, inflation and its effect on domestiterrest rates can
lead to reduced liquidity in the domestic capitadl &ending markets, which could affect our abitiyrefinance our
indebtedness in those markets and may have ansadeffect on our business, results of operatiamanial
condition and the market prices of our notes.
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Exchange rate movements may adversely affect omarficial condition and results of operations.

From time to time, there have been significantttiations in the exchange rate between the Brazilian
currency and the U.S. dollar and other currendie2010, thaeal appreciated 4.3% against the U.S. dollar. In
2011, 2012, 2013 and 2014, teal depreciated 12.6%, 8.9%, 15.8% and 13.4%, respégtagainst the U.S.
dollar.

Appreciation of Braziliarreal against the U.S. dollar may lead to a dampenirexpbrt-driven growth.
Our production costs are denominateddais but our international sales are mostly denomahatd).S. dollars.
Financial revenues generated by exports are reduced translated teeaisin the periods in which theeal
appreciates in relation to the U.S. dollar. Anyragpation could reduce the competitiveness of apogs and
adversely affect our net sales and our cash floara £xports. On the other hand, a depreciationratzianreal
against the U.S. dollar may lead to higher expantsrevenues, but costs may be higher.

Costs are also directly impacted by the exchanige fay depreciation of theeal against the U.S. dollar
could create additional inflationary pressuresiiazd by increasing the price of imported produansl requiring
deflationary government policies. In addition, thiezes of soy meal and soybeans, important ingnéslief our
animal feedstock, are closely linked to the U.S3adoand many of the mineral nutrients added tofeadstock
must be purchased in U.S. dollars. The price af,canother important ingredient of our feedstoslalso linked to
the U.S. dollar to a lesser degree. In additiofeédstock ingredients, we purchase sausage cabimgsier eggs,
packaging and other raw materials, as well as egernp for use in our production facilities, from pliprs located
outside Brazil whom we must pay in U.S. dollarsttrer foreign currencies. When tresal depreciates against the
U.S. dollar, the cost ireaisof our U.S. dollar-linked raw materials and equiptiacreases, and these increases
could materially adversely affect our results oéigtions.

We had total foreign currency-denominated debgaltions in an aggregate amount of R$7,596.2 million
at December 31, 2014, representing approximateB%®f our total consolidated indebtedness atdhtd.
Although we manage a portion of our exchange iskethhrough foreign currency derivative instrumests! future
cash flows from exports in U.S. dollars and otloeeign currencies, our foreign currency debt obiayes are not
completely hedged. A significant devaluation of téal in relation to the U.S. dollar or other currenciesuld
increase the amount m#aisthat we would need in order to meet debt servegairements of our foreign currency-
denominated obligations.

Fluctuations in interest rates may have an adveedéect on our business, financial condition and timearket
prices of our notes.

The interest rate is one of the instruments usetidentral Bank to keep inflation under controlm
stimulate the economy. In 2014, inflation reach@d @ according to IBGE. If interest rates fall adguhe
population has greater access to credit and conewng This increase in demand can push pricéiindustry is
not prepared to meet higher consumption. On ther dtand, if interest rates go up, the monetaryaityhinhibits
consumption and investment once they get more exgerAnother consequence is the greater retuchlpathe
government securities, impacting directly in theestments which become less attractive. Investingmiblic debt
absorbs money that would fund the productive sector

At the end of former president Luiz Inacio da Skvadministration, interest rates were lowered to
stimulate economic growth. From 2008 to 2010, egerates decreased from 13.75% to 10.75% andiamilevas
kept under 5.0%. With the transition to PresidefiinB Rousseff's administration in January 2011, Bnazilian
government has set a goal of cutting public exgerel and stabilizing the economy. The low interatts from
previous years resulted in high inflation rate$ &% in 2012, 5.9% in 2013, and 6.41% in 2014, ifegatb the
Central Bank’s decision to increase interest retetabilize the economy.

At December 31, 2014, approximately 14.2% of otaltdabilities with respect to indebtedness and
derivative instruments of R$11,846.7 million wathei (1) denominated in (or swapped imeisand bears
interest based on Brazilian floating interest rasegh as the Long-Term Interest Rataxa de Juros de Longo
Prazog, or “TJLP,” the interest rate used in our finargcagreements with Brazilian National Bank for Emoic
and Social DevelopmenBé&nco Nacional de Desenvolvimento Econémico e Bpora'BNDES,” and the
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Interbank Deposit Certificate Rat€drtificado de Depdsito Interbancdjicor “CDI” rate, an interbank certificate
of deposit rate that applies to our foreign curyeswaps and some of our othreal-denominated indebtedness, or
(2) U.S. dollar-denominated and bears interestdasghe London Interbank Offered Rate, or “LIBORMy
increase in the CDI, TILP or LIBOR rates may havadverse impact on our financial expenses andesuilts of
operations.

Changes in tax laws may increase our tax burden aad a result, negatively affect our profitability.

The Brazilian government regularly implements cleantp tax regimes that may increase our and our
customers’ tax burdens. These changes include oatiliins in the tax rates and, on occasion, enarttofe
temporary taxes, the proceeds of which are earrdddkedesignated governmental purposes. In the fheest
Brazilian government has presented certain taxmefooposals, which have been mainly designedtpldy the
Brazilian tax system, to avoid internal disputethim and between the Brazilian states and munitigs| and to
redistribute tax revenues. The tax reform propgsadside for changes in the rules governing therfadSocial
Integration ProgramRrograma de Integracéo Socjabr “PIS,” and Social Security ContributioBgntribuicdo
para o Financiamento da Seguridade Sogciat “COFINS,” taxes, the state Tax on the Cirtiata.of Merchandise
and Serviceslfhposto Sobre a Circulacdo de Mercadorias e Sesyjgy “ICMS,” and some other taxes, such as
increases in payroll taxes. These proposals mapaapproved and passed into law. The effectsesktiproposed
tax reform measures and any other changes that fresu enactment of additional tax reforms have loeen, and
cannot be, quantified. However, some of these mesasifi enacted, may result in increases in ouradveax
burden, which could negatively affect our overalbhcial performance.

Currently, financial revenues generated by legtties subject to the non-cumulative regime, susloa
company, are subject to PIS and COFINS at a 0%e=atept for financial revenues from interest oarsholders’
equity. However, according to Brazilian Decree Bld26, passed into law on April 1, 2015, PIS and~-3 on
financial revenues (other than interest on shadensl equity) will be levied at rates of 0.65% &%, respectively,
beginning on July 1, 2015. Under Decree No. 8,4i@86ncial revenues arising from interest on shaiddrs’ equity
will remain unchanged at 1.65% for PIS and 7.6%J0GFINS. See “Management's Discussion and Anabysis
Financial Condition and Results of Operation—ReasoltOperations—Presentation of Net Sales Inforondti

Risks Relating to the Notes

Developments and the perception of risks in otheuntries, especially emerging markets, may adversdfect
the market value of the notes.

The market price of the notes may be adverselg@&ifeby declines in the international financial kets
and world economic conditions. Brazilian securitiearkets are influenced, to varying degrees, bypatic and
market conditions in other emerging market cousfréspecially those in Latin America. Although emoic
conditions are different in each country, investoeaction to developments in one country may cdbieeapital
markets in other countries to fluctuate. Developta@n adverse economic conditions in other emergiagket
countries have at times resulted in significanflows of funds from, and declines in the amounfooéign currency
invested in, Brazil. For example, in 2001, aftgralonged recession, followed by political instépilArgentina
announced that it would no longer continue to seritis public debt. The economic crisis in Argeatiregatively
affected, for several years, investors’ perceptmrBrazilian securities. Economic or politicalszs in Latin
America or other emerging markets may significaaffect perceptions of the risk inherent in inuegtin the
region, including Brazil.

The Brazilian economy, as well as the market fousges issued by Brazilian companies, is influsthdo
a varying degree, by international economic andketaronditions generally, especially in the Uniftdtes. The
prices of shares traded on the BM&FBOVESPA havea thestorically affected by the fluctuation of inést rates
and stock exchange indexes in the United Stategl@@ments in other countries and securities margetld
adversely affect the market value of the notescandd also make it more difficult for us to acctss capital
markets and finance our operations in the futuracaeptable terms or at all.
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Payments on the notes will be junior to our securdebt obligations and effectively junior to debtlgations of
our subsidiaries.

The notes will constitute our senior unsecuredgaltions. The notes will rank equal in right of payrh
with all of our existing and future senior unsecliredebtedness. However, the notes will be effebfiv
subordinated to our secured debt to the exteriteohssets and property securing such debt. Payméhe notes
will also be structurally subordinated to the pagitnaf secured and unsecured debt and other creditaur
subsidiaries.

At March 31, 2015, we had total consolidated défR%12,721.9 million (U.S.$3,965.7 million), of vt
R$11,750.1 million (U.S.$3,662.7 million) was unse debt and R$971.8 million (U.S.$302.9 milliovgs
secured debt. Any right of the holders of the ntdgsarticipate in our assets and the assets dfudsidiaries upon
any liquidation or reorganization will be subjeatthe prior claims of our secured creditors andctieelitors of our
subsidiaries. The indenture relating to the natekides a limitation on our ability and those of eubsidiaries
subject to the covenants under the indenture e suffer to exist liens, although this limatis subject to
certain significant exceptions.

We conduct a portion of our business operatiorsutlin our subsidiaries. The ability of these subsids
to make dividend payments to us will be affectedasgong other factors, the obligations of thes#iesto their
creditors, requirements of the Brazilian Corporsihaw and other applicable law, and restrictiamgained in
agreements entered into by or relating to thesgemntAs of March 31, 2015, the investments in swipsidiaries
amounted to R$5,118.6 million, representing 13.9%uo consolidated total assets and 34.3% of cafesteld
shareholders’ equity. Our subsidiaries had totgtegate indebtedness of R$1,937.9 million as ofdW&1, 2015.

We cannot assure you that the credit ratings foethotes will not be lowered, suspended or withdrawrthe
rating agencies.

The credit ratings of the notes may change afseraisce. Such ratings are limited in scope, andtlo n
address all material risks relating to an investnirethe notes, but rather reflect only the viewshe rating
agencies at the time the ratings are issued. Ataeafion of the significance of such ratings mayb&ined from
the rating agencies. We cannot assure you thatsedit ratings will remain in effect for any giveeriod of time
or that such ratings will not be lowered, suspenatedithdrawn entirely by the rating agenciesijrifthe judgment
of such rating agencies, circumstances so warfarytlowering, suspension or withdrawal of suchngs may have
an adverse effect on the market price and markiyati the notes.

Payments under the notes are subject to our obtaincertain governmental authorizations.

The issuance of the notes is subject to registratith the Brazilian Central Bank, namely (1) régition
of the main financial terms under the relevant Bietbry Registry of Financial Operatiof&egistro Declaratério
de Operacdes Financeirgsor “ROF,” on the Information System of the CahBank, which will be obtained prior
to any such issuance and (2) registration of thedule of payments in connection with any suchaisse, which
shall occur after the entry of the related procaeettsBrazil. In addition, further authorizatiorofn the Central
Bank will be required to enable us to remit paymetiroad in foreign currency under the notes dtiear
scheduled payments of principal, interest, costlseapenses contemplated by the relevant ROF, suphyments
on optional redemptions. We cannot assure youwthavould be able to obtain further Central Bankatirzation
on a timely basis or at all.

You may face foreign exchange risks by investingle notes.

The notes will be denominated in, and interest éllpaid in, euros. If you measure your investment
returns by reference to a currency other than tihe, @n investment in the notes will entail foreathange-related
risks due to, among other factors, possible sicguifi changes in the value of the euro relativleccurrency by
reference to which you measure the return on yowestment because of economic, political and ddators over
which we have no control. Depreciation of that enngy against the currency by reference to whichrgeasure the
return on your investments could cause a decraabe ieffective yield of the notes below the ins¢rate of the
notes and could result in a loss to you when themen the notes is translated into the currerycyibich you
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measure the return on your investment. In additioere may be tax consequences for you as a gty foreign
exchange gains resulting from an investment imttes.

Restrictions on the movement of currency out of Bilanay impair the ability of holders of the notés receive
interest and other payments on the notes.

The Brazilian government may impose temporary icgins on the conversion of Brazilian currencyint
foreign currencies and on the remittance to for@gestors of proceeds of their investments in Br&zazilian
law permits the government to impose these restnstwhenever there is a serious imbalance in Bsdmlance of
payments or there are reasons to foresee a saribatance.

The Brazilian government imposed remittance rdstris for approximately six months in 1990. Similar
restrictions, if imposed in the future, would impai prevent the conversion of interest or printygeyments on the
notes fromreaisinto U.S. dollars and the remittance of U.S. dsliabroad to holders of the notes. The Brazilian
government may take similar measures in the future.

Judgments of Brazilian courts enforcing obligationmder the notes would be payable only in reais.

If proceedings are brought in the courts of Braegking to enforce the notes, we would not be requd
discharge such obligations in a currency other thais Any judgment obtained against us in Brazilianrt®in
respect of any payment obligations under the neiébe expressed in theeal equivalent of the U.S. dollar amount
of such sum at the exchange rate in effect (1jherdate of actual payment, (2) on the date on wéich judgment
is rendered or (3) on the date on which collectipenforcement proceedings are commenced. We cassote
you that this amount ireaiswill afford you full compensation of the amount ésted in the notes.

We cannot assure you that a judgment of a U.S. ddor liabilities under U.S. securities laws woulze
enforceable in Brazil, or that an original actionan be brought in Brazil against BRF for liabilitiesinder U.S.
securities laws.

BRF is incorporated under the laws of Brazil anlissantially all of its assets are located in Brdail
addition, all or substantially all of BRF's direcsoand officers and certain advisors named hesside in Brazil.
As a result, it may not be possible for investorsffect service of process within the United Statpon BRF or its
directors, officers and advisors or to enforce agtathem in U.S. courts any judgments predicatemh dipe civil
liability provisions of the federal securities laafsthe United States. We cannot assure you thdiromtion of any
judgment will be obtained, that the process candoelucted in a timely manner, or that Brazilianrtowill
enforce a judgment for violation of the federalwséees laws of the United States with respechinotes. See
“Service of Process and Enforcement of Judgments.”

We cannot assure you that an active trading markatthe notes will develop.

The notes constitute a new issue of securitiebiofijh we have applied to list the notes on the
Luxembourg Stock Exchange for trading on the Euiid-NWarket, we cannot provide you with any assurance
regarding the future development of a market ferrtbtes, the ability of holders of the notes tbteelir notes, or
the price at which such holders may be able totlseit notes. If such a market were to developnittes could
trade at prices that may be higher or lower tharrftial offering price depending on many factongluding
prevailing interest rates, our results of operatiand financial condition, political and economévelopments in
and affecting Brazil and the market for similarig#iges. The initial purchasers have advised oungany that they
currently intend to make a market in the notes. &l@x, the initial purchasers are not obligatedasa and any
market-making with respect to the notes may beodisicued at any time without notice.

The notes are subject to transfer restrictions.
The notes have not been and will not be registenelér the Securities Act or any state securities kand

may not be offered or sold within the United Stateso, or for the account or benefit of, U.S. paisexcept
pursuant to an exemption from, or in a transaatiohsubject to, the registration requirements ef$lecurities Act
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and applicable state securities laws. Such exengptilude offers and sales that occur outsidéJtiited States in
compliance with Regulation S under the Securitiesahd in accordance with any applicable securiies of any
other jurisdiction and sales to qualified instiomtl buyers as defined under Rule 144A under ticar8ies Act. For
a discussion of certain restrictions on resaleteartsfer, see “Transfer Restrictions.”

Brazilian bankruptcy laws may be less favorableytou than U.S. bankruptcy and insolvency laws.

If we are unable to pay our indebtedness, incluttiregnotes, then we may become subject to bankruptc
proceedings in Brazil. Brazilian bankruptcy laws aignificantly different from, and may be lessdeable to
creditors than, those of the United States. Intamdiany judgment obtained against us in Brazitiaarts in respect
of any payment obligations under the notes wouldxpressed in theeal equivalent of the U.S. dollar amount of
such sum at the exchange rate in effect (1) ownldiw of actual payment, (2) on the date on which gudgment is
rendered or (3) on the date on which collectiorrdprcement proceedings are started against usegaently, in
the event of our bankruptcy, all of our debt oligas that are denominated in foreign currencyluidiog the notes,
will be converted intoeaisat the prevailing exchange rate on the date obdatibn of our bankruptcy by the court.
We cannot assure that this exchange rate and thenoe of any bankruptcy proceedings will afford yoll
compensation for the amount of the notes.

In addition, creditors of the issuer may hold negge or other instruments governed by local laat th

grant rights to attach the assets of the issureahception of judicial proceedings in the rel@varisdiction,
which is likely to result in priorities benefittinthose creditors when compared to the rights alérsl of the notes.
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USE OF PROCEEDS

We expect the net proceeds from the sale of thesrtotbe approximately €494.0 million after dedhti
estimated fees and expenses of the offering.

We intend to allocate the net proceeds from the aiahe notes to a sub-portfolio of our treasigyitity
portfolio (the “Green Projects Portfolio”) to bevested in Eligible Projects (as defined below) thatt the
Eligibility Criteria (as defined below). The Eligiity Criteria have been developed in conjunctioithw
Sustainalytics US Inc. (“Sustainalytics”), an indegent environmental, social and governance rdsea
analysis firm. In this project Sustainalytics’&as limited to supporting the development of thigigility Criteria
(as defined below) and providing a second opiniothe framework of the bond.

The balance of the Green Projects Portfolio, wudh amount is used in full, will be reduced atehd of
each annual period by the amounts invested in @achal period in Eligible Projects that meet thigihility
Criteria. The application of funds in the Greenj€ets Portfolio will be monitored by us during eaear and
reviewed annually by us or by a third party thatneeninate to monitor our compliance on an annusilshar at
other regular intervals to be determined by usyosuzh third party, and we intend to issue an anstatement
reporting our compliance.

“Eligible Projects” means financing (through cap#&apenditures, equity investments or otherwise) th
construction, development or maintenance of neexating projects that meet the Eligibility Criteri

“Eligibility Criteria” means projects in the followg areas: energy efficiency, greenhouse gas ewnissi
reduction, renewable energy, water managementewaahagement, sustainable and efficient packaging,
sustainable forest management and raw materiakdsetion.

lllustrative examples of projects in which we mayast using the Green Bond Portfolio include:
» Energy efficiency replacement of existing equipment with enerdigieht models, reduction in
pressure condensation (refrigeration), chiller gneecovery, variable cooling, LED lighting and

energy recycling.

» Greenhouse gas emission reductioaplacement of treatment system with an acti/atedge
system that captures/reduces methane emission.

* Renewable energyprojects such as biomass, biogas, small ruir@fiver hydroelectricity
generation, wind and solar energy;

*  Water managementuse of new technologies aimed at reduction déweonsumption.
» Industrial waste reductianreuse of processing wastes as an alternativédiupower generation,
installation of equipment that reduces waste gé¢ioerand construction of organic waste

composting plants.

» Sustainable forestrycultivation of eucalyptus plants used as fuelrse for biomass projects
using sustainable management principles.

» Sustainable and efficient packagingcquisition of equipment that decreases theotisgaterials
in packaging and making increased use of recyclalalterials in the packaging of products.

* Reduction of raw material useoptimizing processes to reduce the consumptiemional feed

and improving the consistency of the feed, whidults in reduced consumption of grains and
other raw material.
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The Eligible Projects will be developed in our oy course of business and/or are aimed at reygjacir
existing equipment and facilities.

The above examples of Eligible Projects are foisthiative purposes only and no assurance can bpdo
that disbursements for projects with these specifaracteristics will be made by us during the tefrine notes.

Pending their use, net proceeds from the saleeafitites may be invested in cash equivalents and
short-term marketable securities.
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EXCHANGE RATES

The Brazilian foreign exchange system allows thelpase and sale of foreign currency and the
international transfer akaisby any person or legal entity, regardless of theunt, subject to certain regulatory
procedures.

Since 1999, the Central Bank has allowed the WHardreal exchange rate to float freely, and, since then,
the U.S. dollareal exchange rate has fluctuated considerably.

In the past, the Central Bank has intervened oooaly to control unstable movements in foreign
exchange rates. We cannot predict whether the &ddnk or the Brazilian government will continwepermit the
real to float freely or will intervene in the exchangge market through the return of a currency basstem or
otherwise. Theeal may depreciate or appreciate against the U.Sardatid/or the euro substantially. Furthermore,
Brazilian law provides that, whenever there isréoss imbalance in Brazil's balance of paymentthere are
serious reasons to foresee a serious imbalancpotany restrictions may be imposed on remittanédsreign
capital abroad. We cannot assure you that suchuresawill not be taken by the Brazilian governmiarthe future.
See “Risk Factors—Risks Relating to Brazil—Excharage movements may adversely affect our financial
condition and results of operations” and “Risk Best—Risks Relating to the Notes—Restrictions onntlosement
of currency out of Brazil may impair the ability lmblders of the notes to receive interest and giagments on the
notes.”

The following table shows the selling rate for UdBllars for the periods and dates indicated. The
information in the “Average” column represents #iverage of the daily exchange rates during thegeri
presented. The numbers in the “Period End” colurerttee quotes for the exchange rate as of thélsshess day
of the period in question.

Reais per U.S. Dollar

Year High Low Average Period End
2010 i 1.881: 1.655¢ 1.759: 1.666:
2010 1.901¢ 1.534! 1.674¢ 1.875¢
2012 2.112: 1.702: 1.955( 2.043¢
2015 s 2.445] 1.952¢ 2.160¢ 2.342¢
2014 2.740: 2.197: 2.3547 2.656:
Month High Low
NOVEMDET 201, .t 2.613¢  2.483¢
DeCeMBEr 200 ... . e 2.740: 2.560°
JANUANY 200 ...t 27100  2.575:
FEDBIUAIY 207 ... e 2.881:  2.689:
MBICIN 200l 3.268:  2.865¢
AP 2005, e e 3.155¢  2.894!
May 2015 (through ME29) .......oumiiiiiiiie e 3.1788  2.989:

Source:Central Bank.
The exchange rate on May 29, 2015 was R$3.17883¢.00.
The following table shows the selling rate for eufar the periods and dates indicated. The infoiloman

the “Average” column represents the average otithily exchange rates during the periods preseifiteglnumbers
in the “Period End” column are the quotes for thehange rate as of the last business day of thedpier question.
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Reais per Euro

Year High Low Average Period End
2010 e 2.613¢ 2.169¢ 2.331¢ 2.228(
2010 2.556¢ 2.180: 2.327¢ 2.434;
2012 2.763: 2.246¢ 2.509¢ 2.695:
2015 e 3.268: 2.534] 2.871¢ 3.226¢
2014 3.432( 2.890( 3.120¢ 3.227(
Month High Low
NOVEMDET 201 . e et 3.248¢  3.103¢
DECEMIET 201, ..t 3.432( 3.153¢
JANUANY 200, ..o 3.237¢  2.908(
FEDBIUAIY 207 ... e 3.271t  3.052
MBICI 200 3.526¢  3.208:
AP 200, e 3.425.  3.177"
May 2015 (through ME29) .......ouiiiiiiiii e 34941  3.362¢

Source:Central Bank.

The exchange rate on May 29, 2015 was R$3.4941.6D€
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CAPITALIZATION

The following table sets forth our consolidatedtdsind capitalization at March 31, 2015 derived or
calculated from our unaudited interim consolidétedncial statements included in this offering meamalum:

* on an actual basis; and
» as adjusted for the sale of the notes.

You should read this table in conjunction with “Sstation of Financial and Other Information,”
“Selected Financial Information” and “Managemeriscussion and Analysis of Financial Condition &tesbults
of Operations,” as well as with our audited cordatied financial statements incorporated by referemc our
unaudited interim consolidated financial statemerntkided in this offering memorandum.

At March 31, 2015
Actual As Adjusted(1)
(in millions  (in millions  (in millions  (in millions
of U.S.$)(2) ofreai of U.S.$)(2) of reaiy

(unaudited

Short-term debt (including current portion of
long-term debt):
Realdenominated debt

Total rea-denominated de............ccccevvvveeeriiiennnn, 633.¢ 2,033 633.¢ 2,033t
Foreign currency-denominated debt

Total foreign currenc-denominated de................. 122.¢ 393.- 122.¢ 393.:
Total shor-term dek ..., 756.5 2,426. 756.5 2,426.
Long-term debt
Real-denominated debt

Total rea-denominated de............cccceevvveeeriieennnn, 425.¢ 1,365.4 425.¢ 1,365.
Foreign currency-denominated debt
Total foreign currenc-denominated de................... 2,783.¢ 8,929.¢ 3,321.7 10,655.¢
Total lon¢-term dek........ooiiiiiiiiiii 3,209.: 10,295.. 3,747.¢ 12,021.:
Total debt 3,965." 12,721. 4,5@3.7 14,448.C
Shareholders’ eqty.........ccooeeeeeiiiiiiiiieiiii e, 4,652. 14,924.1 4,652. 14,924.1
Total capitalization (short-term and long-term
debt plus shareholders’ equity) ...........ccceeeemeeennnnnn 8,618.0 27,646.5 9,156.0 29,372.6

(1) The “As Adjusted” columns reflect the effecttbé estimated net proceeds of €494.0 million, edd into Brazilian
reaisusing the selling rat as reported by the CenteallBorreaisinto euros at May 29, 2015 of R$3.4941 to €1.08nf
the sale of the notes but not (i) the use of prdedieerefrom or (ii) the results of the tender offat expired on May 28,
2015. See “Use of Proceeds” and “Summary—Recenébpments—Tender Offers.”

(2) Translated for convenience only using thesgliiate as reported by the Central Bankéaisinto U.S. dollars at March
31, 2015 of R$3.2080 to U.S.$1.00.
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SELECTED FINANCIAL INFORMATION

The following selected financial information asB¥cember 31, 2014 and 2013 and for the three years
ended December 31, 2014, 2013 and 2012 shouldaleneonjunction with our audited consolidatedifinial
statements included in our 2014 Form 20-F, whidhdsrporated by reference in this offering memdran. The
summary financial information as of March 31, 2@l for each of the three-month periods ended Mat¢l2015
and 2014 should be read in conjunction with ourgiitad interim consolidated financial statementduded in this
offering memorandum. Our audited consolidated farstatements incorporated by reference in tfigsiag
memorandum have been prepared in accordance ViR, I&s issued by IASB. Our unaudited interim cadatéd
financial statements included in this offering meamalum have been prepared in conformity with IF&Srfterim
financial reporting in accordance with IAS 34—Imtef=inancial Reporting. The results for the threaath period
ended March 31, 2015 are not necessarily indicafitke results to be expected for the entire gealing

December 31, 2015 or any other period.

The summary financial information should be readanjunction with “Management’s Discussion and
Analysis of Financial Condition and Results of Gyigins” and “Presentation of Financial and Othé&orimation.”

Three Months Ended March 31,

Year Ended December 31,

2015(1) 2015 2014 2014(1) 2014 2013 2012
(in millions  (in millions of (in millions of (in millions of (in millions of (in millions of (in millions of
of U.S.$) reais) reais) U.S.$) reais) reais) reais)
(unaudited)
Summary Statement of Income Information:
NEE SAIES ...ttt rmeee e 2,197.1 7,048.3 6,706.6 9,042.0 29,006.8 27,7875 25,974.6
Cost of sales .. (1,522.7) (4,884.7) (4,930.8) (6,389.5) (20,497.4) (20,877.6) (20,072.1)
GrOSS Profit..cccccecerieiiciiineeeeereee e 674.4 2,163.6 1,775.8 2,652.6 8,509.4 6,909.9 053
Operating income (expenses):
SelliNg EXPENSES ....ccvevvevieeuireeesmmmnmme e (337.8) (1,083.6) (1,000.0) (1,314.4) (4,216.5) 144,0) (3,808.4)
General and administrative expenses................ (33.5) (107.5) (94.2) (125.3) (402.1) (427.3) (394.
Other operating expenses, Net..........ccceveeeveenene (85.1) (273.0) (2120.7) (136.6) (438.1) (458.1) (®1
Income from associates and joint ventures........ (18.3) (58.6) 114 8.0 25.6 12.9 22.3
Operating iNCOME .........cceveirreirieieerneeseeeiennas 199.8 640.9 572.3 1,084.3 3,478.3 1,896.4 1,359.9
Financial expenses (618.5) (1,984.2) (447.6) (801.6 (2,571.5) (1,564.8) (1,135.8)
Financial income 585.0 1,876.7 251.1 492.8 1580. 817.3 565.2
Income before taxes 166.3 533.4 375.8 775.4 2,487.6 1,148.9 789.3
Current...... (3.2) (10.4) (5.9) (36.6) (117.4) (13.1) (28.3)
Deferred.......cccovineeencninenn. (19.1) (61.3) (42.7) (73.3) (235.2) (116.0) 43.6
Profit from continued operations..... 143.9 461.7 327.2 665.5 2,135.0 1,019.7 804.6
Profit from discontinued operations. 0.9 3.0 (7.8) 28.0 89.8 47.2 (27.2)
NEt Profit.......ccoeeereiiniiresircrec e e 144.9 464.7 3194 693.5 2,224.8 1,066.8 777.4
Attributable to:
Controlling shareholders 144.8 464.6 3154 693.6 2,225.0 1,062.4 770.0
Non-controlling interest ...........coccoveeirecemeeeneenne. — 0.1 4.0 (0.1) (0.2) 4.4 7.4
(1) Translated for convenience only using the sglliate as reported by the Central Bankréaisinto U.S. dollars at March 31, 2015 of
R$3.2080 = U.S.$1.00.
At March 31, At December 31,
2015(1) 2015 2014(1) 2014 2013
(in millions of (in millions of (in millions of (in millions of (in millions of
U.S.$) reais) u.s.9 reais) reais)
(unaudited)
Summary Balance Sheet Information:
Cash and cash equivalents .............coeeeeeemrenienienecse e 1,831.0 5,873.8 1,872.5 6,006.9 3,127.7
Marketable securities 191.3 613.6 183.1 587.5 459.6
Trade accounts receivable, Net............ccoceeiiiiiiiiiiiicee, 798.7 2,562.2 949.8 3,046.9 3,3384
Inventories 1,040.3 3,337.4 916.9 2,941.4 3,111.6
Biological assets 374.4 1,201.2 352.4 1,130.6 1,205.9
Other CUITENt ASSELS .......cuiiiiiii it ieemem e s 693.1 2,223.6 566.4 1,817.0 1,850.4
Assets from discontinued operations and held for $a 611.8 1,962.8 610.3 1,958.0 148.9
Total CUMTENE ASSELS ...t 5,540.7 17,774.6 5,451.5 17,488.3 13,242.5
Marketable securities and restricted cash..........c.cccccoevvieeeeeeennn, 57.5 184.4 55.3 177.3 155.2
Trade accounts receivable, net 2.8 8.9 24 7.7 7.8
217.4 697.5 213.0 683.2 569.0

BiolOQICal ASSELS ......coiuiiiiiiiieiee e
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At March 31, At December 31,

2015(1) 2015 2014(1) 2014 2013
Other NoN-current assets............coov. s eeve 964.2 3,093.1 910.5 2,920.9 2,712.6
Investments in associates and joint ventures..... 121.9 391.2 136.7 438.4 108.0
Property, plant and equipment, Net........ccoceiiiiceeeiieieeiieiee 3,1454 10,090.3 3,135.7 10,059.3 10,821.6
Intangible assets..........cccccoviniiiiens 1,395.5 4,476.9 1,349.3 4,328.6 4,757.9
Total NON-CUITENt ASSELS .......ccevviiiiiiieeneecee e 5,904.7 18,942.3 5,802.8 18,615.4 19,132.1
TOtAl @SSELS......oiiiiiiiiiiei e 11,445.4 36,716.9 11,254.3 36,103.7 32,374.6
Short-term debt ............... 756.5 2,426.7 853.8 2,738.9 2,696.6
Trade accounts payable. 1,365.6 4,381.0 1,239.8 3,977.3 3,674.7
Other current liabilities 666.8 2,139.0 730.9 2,344.6 2,064.7
Liabilities of discontinued operations 162.1 520.1 158.4 508.3 —
Total current liabilities ............cccceiiiiniiiii e, 2,951.0 9,466.8 2,982.9 9,569.1 8,436.0
Long-term debt ..... 3,209.2 10,295.2 2,758.9 8,850.4 7,484.6
Other non-current liabilities.... . 632.9 2,030.3 621.7 1,994.3 1,757.8
Total non-current liabilities ............cooviaiiiniiicae 3,842.1 12,325.5 3,380.5 10,844.7 9,242.4
Total current and non-current liabilities.............ccocviiiiiiieeeens 6,793.1 21,792.3 6,363.4 20,413.8 17,678.4
Capital ..o 3,884.2 12,460.5 3,884.2 12,460.5 12,460.5
Capital reserves..... 325 104.1 34.1 109.4 113.8
Income reserves ... 1,238.8 3,974.1 1,230.0 3,945.8 2,511.9
Retained earnings 136.0 436.3 — — —
Treasury shares................. (406.5) (1,304.0) (95.0) (304.9) (77.4)
Other comprehensive [0SS .........cccoiiiieeceesce e (269.2) (863.6) (193.4) (620.4) (353.7)
Attributable to interest of controlling shareholders.. 4,615.8 14,807.4 4,859.9 15,590.4 14,655.1
Attributable to non-controlling interest.................. 36.5 117.2 31.0 99.5 41.1
Total shareholders’ equIty ..........ccoceriiieeeeicnieieeee e 4,652.3 14,924.6 4,890.9 15,689.9 14,696.2
Total liabilities and shareholders’ equity ..........c.ccovereereesmmnene 11,445.4 36,716.9 11,254.3 36,103.7 32,374.6

(1) Translated for convenience only using the sglliate as reported by the Central Bankréaisinto U.S. dollars at March 31, 2015 of
R$3.2080 = U.S.$1.00.

At and for the Three Months At and for the Year
Ended March 31, Ended December 31,
2015(1) 2015 2014 2014(1) 2014 2013 2012
(in millions of (in millions of (in millions of (in millions of (in millions of (in millions of (in millions of
U.S.$) reais) reais) U.S.$) reais) reais) reais)
(unaudited)

Other Financial information (unaudited):
Net debt (at period end)(2)........ccccovevvommmmmmeereeee. 1,941.9 6,229.5 5,989.6 1,568.6 5,032.0 6,784.3 ,01873
EBITDA(B) ..ottt 296.5 951.2 859.6 1,467.8 4,708.7 3,013.7 2,302.4
Net debt/ LTM EBITDA(2)(3)(4)...ceveerrerereenenn — 1.3x 1.9x — 1.1x 2.3x 3.1x
EBITDA Marging’) ....ccoverveerrerineeersimmemeseeeanens — 13.5% 12.8% — 16.2% 10.8% 8.9%

(1) Translated for convenience only using the sglliate as reported by the Central Bankréaisinto U.S. dollars at March 31, 2015, 2015
of R$3.2080 = U.S.$1.00.

(2) We define net debt as short term debt minuerdthancial assets and liabilities, net plus léagn debt minus cash and cash equivalents
(including restricted cash) and current and nomesurmarketable securities. Net debt is a suppléshemeasure of our financial condition
and used in making certain management decisiofsntit a prescribed measure under IFRS. Howewempm@sentation of net debt is not
meant to suggest that all of our cash, cash eqnt@bhnd marketable securities are available tacgeour debt, particularly as a portion
of our cash, cash equivalents and marketable siesugire necessary to provide working capital inngetion with our business and
certain of our cash constitutes restricted casbeasribed in the notes to the table below.

The following table sets forth our net debt atdhates indicated:

At March 31, At December 31,
2015(a) 2015 2014 2014(a) 2014 2013 2012
(in millions (in millions
of U.S.$) (in millions ofreais) of U.S.$) (in millions ofreais)
(unaudited)

Short-term debt........ccoeeiiiiiiiee e e 756.5 2,426.7 2,690.8 853.8 2,738.9 2,696.6 28440
(-) Other financial assets and liabilities, net... (55.9) (179.4) (79.6) (66.8) (214.3) (345.6) (220.1
(+) Long-term debt ..........cccoeeeiiiiiiieeeee e 3,209.2 10,295.2 7,236.9 2,758.9 8,850.4 7,484.6 7,077.5
(-) Cash, cash equivalents and current and normgurr
marketable securities(h) ..........ccvviiiiimeeeecee i 2,079.7 6,671.8 4,017.7 2,110.9 6,771.7 3,742.5 ,72@1
Net debt (Unaudited) ..........ccoeeviiiiienenee e 1,941.9 6,229.5 5,989.6 1,568.6 5,032.0 6,784.3 ,01873
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(@) Translated for convenience only using thesgltate as reported by the Central Bankréais into U.S. dollars at March 31, 2015,

2015 of R$3.2080 = U.S.$1.00.

(b)  This line item includes restricted cash ofR$120.5 million as of March 31, 2015; (ii) R$103ndlion as of March 31, 2014, (iii)
R$115.2 million as of December 31, 2014; (iv) R®9illion as of December 31, 2013, and (v) R$93illion as of December 31,

2012.

(3) We calculate EBITDA as profit from continuedesationsplus current and deferreidcome and social contribution taxass financial
expenses, ngtlusdepreciation and amortization. We use EBITDA aggplemental measure of our financial performanceelkas of
our ability to generate cash from operations. V¢e alse EBITDA in making certain management decsi&BITDA is not a prescribed
measure under IFRS and should not be consideradalsstitute for net profit or loss, cash flow froperations or other measures of
operating performance or liquidity determined ie@dance with IFRS. The use of EBITDA has matdnmitations, including, among

others, the following:

« EBITDA adds back financial expenses, includinggiast expense. However, because we borrow morfayatece some of our
operations and capital expenditures, intereshisassary and ongoing part of our costs.
« EBITDA adds back current and deferred income $asense, but the payment of these taxes is @ssgeand ongoing cost of our

operations.

« EBITDA adds back depreciation and amortizatiart, lrecause we use property, plant and equipmeggrierate revenues in our

operations, depreciation is a necessary and ongaimgonent of our costs.

« EBITDA as calculated by us may not be comparébkmilarly titled measures of other companies.

The following table reconciles EBITDA to our conisiated profit from continued operations:

As of and for the three months ende

As of and for the year endec

March 31, December 31,
2015(a) 2015 2014 2014(a) 2014 2013 2012
(in millions (in millions
of U.S.$) (in millions ofreais) of U.S.$) (in millions ofreais)
(unaudited)
Profit from continued operations............c.cceecervimennen. 143.9 461.7 327.2 665.5 2,135.0 1,019.7 804.6
(+) Income and social contribution taxes(b).. 22.4 71.7 48.6 109.9 352.6 129.1 (15.3)
(+) Financial expenses, net........... 335 107.5 196.5 308.8 990.7 7475 570.6
(+) Depreciation and amortization............cceeecevervimnne. 96.7 310.3 287.3 383.5 1,230.4 1,117.4 9425
EBITDA (unaudited) .........cccevrviiiiiiiiiienecieeenn 296.5 951.2 859.6 1,467.8 4,708.7 3,013.7 2,302.4

(@) Translated for convenience only using thersgliate as reported by the Central Bankéaisinto U.S. dollars at March 31, 2015

of R$3.2080 = U.S.$1.00.

(b) Includes current and deferred income and seciatribution tax expense.
(4) Net debt/LTM EBITDA calculations for March 32015 and 2014 are calculated using EBITDA figuardtie twelve months ended

March 31, 2015 and 2014, respectively.
(5) Represents EBITDA divided by net sales.

At and for the Three Months
Ended March 31,

At and for the Year
Ended December 31,

2015 2014 2014 2013 2012
Operating Information:
Poultry slaughtered (million heads per period)............cccceeeereneieniennennnn. 406.6 409.2 1,663.6 1,795.9 1,792.4
Pork/beef slaughtered (thousand heads per period)...........cccooevriremnieenene 2,246.8 2,354.5 9,620.6 9,744.1 10,874.1
Total sales of meat and other processed food ptedtimusand tons per
PEIIOO) ...ttt ettt e 1,054.5 1,041.3 4,307.1 4,595.4 4,809.0
Employees (at period end)(L) .....c.cuieeieareaeenie et emmme e 105,476 108,179 108,829 110,138 113,992

(1) The number of employees includes permanentemgorary employees.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations should bad in
conjunction with our audited consolidated financgtements, our unaudited interim consolidatedrfaial
statements and the information presented undersengation of Financial and Other Information,” “Sumary—
Summary Financial and Other Information” and “Seted Financial Information.” This discussion and dyss
should also be read in conjunction with “Iltem 5: €@ating and Financial Review and Prospects” in our
2014 Form 20-F incorporated by reference in thieohg memorandum.

The following discussion and analysis contains &dalooking statements that involve risks and
uncertainties. Our actual results may differ maaélyi from those discussed in the forward-lookiregesinents as a
result of various factors, including those setfiart “Risk Factors” and “Forward-Looking Statemerits
Results of Operations
Business Segments and Product Lines

In September 2014, we entered into a binding mendora of understanding with Parmalat S.p.A. for the
sale of our daity division. In December 2014, weesed into an agreement with Lactalis do Brasiltifiar sale of
plants and trademarks related to our dairy divisiee “Summary—Recent Developments—Agreements with
Lactalis.” In 2014, we reported our dairy segmenaaliscontinued operation. In the three monthseeéhdarch 31,
2015, net profit from discontinued operations &daR$3.0 million, compared to a loss of R$7.8 willin the same
period in 2014. In the past, we reported our resattording to four segments—Brazil, Foreign (ima¢ional),
Food Services and Dairy. In the three months eitiedh 31, 2015, we began to report our resultsraaeg to the
following regions, divided according to sales chelan

»  Brazilian market which includes our sales within Brazil;

* Middle East and Africaor “MEA,” which includes our export sales to the Middle Ezast Africa
regions;

* Asia, which includes our export sales to the Asia negio
» Europe/Eurasig which includes our export sales to the EuropeEurdsia regions; and
e Latin America or “LATAM,” which includes our export sales toet atin America region.

Within these segments, we report net sales in itapbproduct categories, to the extent relevaatgoen
segment:

* Meat Products consisting ofn naturameat, which we define as frozen whole and cutkemcfrozen
pork and frozen beef cuts;

* Processed Food Produciscludes the following:

o marinated, frozen, whole and cut chicken, roogsokl under th€hestef brand) and
turkey;

0 specialty meats, such as sausages, ham produagnapfrankfurters, salami, bacon and
other smoked products; and

o frozen processed meats, such as hamburgers, dbeakded meat productsbesand
meatballs;
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»  Other Processed Produciscludes the following:
o frozen prepared entrees, such as lasagna and azzagll as other frozen foods; and
0 margarine, mayonnaise, mustard and ketchup;

»  Other, consisting of soy meal, refined soy flour anchaadifeed.

In the three months ended March 31, 2015, we gateB9.1% of our net sales framnaturapoultry,
6.5% fromin naturapork andn naturabeef, 51.9% from processed and other processetiprashucts and 2.5%
from other sales. No single customer or econonoamrepresented more than 5% of our total net salhe three-
month period ended March 31, 2015.

In the Brazilian market, which accounted for 53.826ur net sales in the three months ended March 31
2015, we operate under such brand nam&adm® Perdigdq Chester Batavq Elegé Miss Daisy QualyandBecel
(through a strategic joint venture with Unilevexhich are among the most recognized names in Biazilur
export markets, which accounted for the remain®@% of our total net sales in the three month&drMarch 31,
2015, the leading brands wd?erdix, Sadia, Hilal, Halal, Paty, Corcovado, BataW¥azendaBorellaand
Confidence

We export to more than 120 countries, primarilditgributors, the institutional market (which indks
restaurants and food service chains) and food psoog companies. In the three months ended MarcB(®Bb, our
exports accounted for 46.2% of our net sales, afhlwhxports (1) 46.0% were to the Middle East affrica,

(2) 22.8% were to Asia, (3) 19.1% were to EuropedBia and (4) the remaining 12.1% were to Latin Acae

Results of Operations as a Percentage of Net Skdeshe Three Months Ended March 31, 2015 Compatedhe
Three Months Ended March 31, 2014

The following table sets forth the components of r@sults of operations as a percentage of net fale
the three months ended March 31, 2015 and 2014.

Three Months Ended March 31,

2015 2014
(%) (%)

NEE SAIE .o 100.( 100.(
COSt Of SAIE.... i (69.3 (73.5
LCT (0SSl o] (0] [ | TSP 30.7 26.5
Operating expense¢
SIING EXPENS ..t (15.4 (14.9
General and adminiStrative EXPET..........uveeieeiiiiieieeiiie e (1.5 (1.4,
Other Operating EXPEIS. . .cuuuu it e ettt e et e e e e e e e eeeaas (3.9 (1.8
Income from associates and joiNt VENT ..........ccooviiiiiiiiiiiiiiiieecein (0.8 0.z
OPErating INCOME ......ceeuiii ettt e e e e eeae s 9.1 8.t
FINANCIAl EXPENS... .ot (28.2 (6.7,
FINANCIAL INCOM ....uiiiii e 26.¢ 3.7
INCOME DEFOIE tAXE .. ...t 7.€ 5.€
L1014 =T o] B 7= D TSP (0.1 (0.1
Deferred tAXE . ...coeeiei e (0.9 (0.6,
Profit fro m continued Operation:.............ccouuuii i 6.€ 4.¢
Loss from discontinued Operation ..............ceeeeveiiiiiieeiiiiiiineeeeii e, — (0.1
NEE PIOFIt .. et 6.€ 4.€
Attributable to:
Controlling shareholde. ... 6.€ 4.7
NON-CONLIOIING INTEIES. ... e 0.C 0.1



Presentation of Net Sales Information

We report net sales after deducting taxes on grales and discounts and returns. Our total sales
deductions can be broken down as follows:

* |ICMS Taxes— ICMS is a state value-added tax on our grosssdalthe Brazilian market at a rate that
varies by state and product sold. Our average |@&M3ate for the three months ended March 31,
2015 was 10.81%;

* PIS and COFINS Taxes- The PIS and the COFINS taxes are federal sooratibution taxes levied
on our gross revenues from the Brazilian markétatates of 1.65% for PIS and 7.60% for COFINS
for the three months ended March 31, 2015. Howd¥¢rxports are not subject to these taxes, (2) we
currently benefit from a suspension of these tas#srespect to our in natura pork, poultry andfbee
cuts and (3) our financial revenues have benefitmd a PIS and COFINS tax rate of zero since
2004. However, financial revenues are expectds tiaxed at new rates as of July 1, 2015. For more
information, see “Risk Factors—Changes in tax lavay increase our tax burden and, as a result,
negatively affect our profitability.” Although irecent years we have accumulated tax credits with
respect to both PIS and COFINS, the change expeztadte effect on July 1, 2015 may result in a
change in our net balance of PIS and COFINS taates;

» Discounts, Returns and Other DeductiersDiscounts, returns and other deductions arenaiitonal
discounts granted to customers, product return#ret deductions from gross sales.

Most of our deductions from gross sales are attiltia to the ICMS, PIS and COFINS taxes. As a tesul
our deductions from gross sales in the Brazilianketawhich are subject to these taxes, are sigifly greater
than our deductions from gross sales in our exparkets.

The table below sets forth our gross sales andatieds for the three months ended March 31, 2045 an

2014:
Three Months Endec
March 31,
2015 2014 Change
(in millions of reais)
(unaudited) (%)
Gross sales
Brazilian market salt..........cccooveviiiiiiiiiiniennnn. 4,632. 4,289.( 8.C
Middle East and Africa mark sale................... 1,599.¢ 1,317.: 21.¢
Asia market salé.........ccooeviiiiiiiiii 756.¢ 707.( 7.C
Europe/Eurasia market Se............ocoeeviiiiiiens 665.- 760.¢ (12.6
Latin America market sal .................ccceeeee 440.7 460.1 (4.2)
8,094.6 7,534.2 7.4
Sales deduction
Brazilian market salt...........cccooveviiiiiiiiiiiniennnn, (843.7 (712.8 18.¢
Middle East and Africa market sa.................. (100.3 (14.9 573.-
Asia market salé.........ccooeviiiiiiiiiii (12.0 (7.4, 62.2
Europe/Eurasia market Se............ocoeeviiiiiiens (43.1 (51.1 (15.7
Latin America market sal ..................cceeeee (47.2) (41.4) 14.0
(1,046.3) (827.6) 26.4
Net sale
Brazilian market salt..........cccoovieiiiiiiiiiiiniennnn. 3,788.¢ 3,576.: 5.¢
Middle East and Africa market sa.................. 1,499. 1,302.: 15.1
Asia market salé.........ccooeviiiiiiiiiii 744. 699.f 6.5
Europe/Eurasia market Se............ccoeeviiiiinens 622.1 709.¢ (12.4



Three Months Endec

March 31,
2015 2014 Change
(in millions of reais)
(unaudited) (%)
Latin America market sal ..................cceeeee 393.5 418.7 (6.0)
TOTAL .......................................................... 7’0483 6’7066 51

In the past, we reported net sales by segmentelfirst quarter of 2015, we began to report nksssy
region: Brazil, the Middle East and Africa, “MEA&Ssia, Europe/Eurasia and Latin America (excludimgzd).
Within these regions, we report a breakdown ofsaégs by the following product categories: (1) pguin natura
whole poultry and cuts), (2) pork and beef cinsn@turacuts), (3) processed food products (processedsfood
frozen and processed derivatives of poultry, pok lbeef), (4) other processed food products (psackfoods such
as margarine and vegetable and soybean-based t8pdnd (5) others (including animal feed, soy neewl refined
soy flour).

Three Months Ended March 31, 2015 Compared with Thee Months Ended March 31, 2014

The following provides a comparison of our resoftsperations for the three months ended March 31,
2015 against our results of operations for theettmenths ended March 31, 2014, based on our uradierim
consolidated financial statements prepared in decare with IAS 34—Interim Financial Reporting, imdéd
elsewhere in this offering memorandum.

As described in more detail below, our consolidae=allts of operations for the three months ended
March 31, 2015 increased in comparison with thedghlmonths ended March 31, 2014.

Net Sales

Our net sales increased 5.1%, to R$7.0 billiothéthree months ended March 31, 2015, from R$6.7
billion in the corresponding period in 2014, prithaas a result of higher average prices of 13.3% strong results
in Brazil, MEA and Asia, where an increase in agerarices offset reductions in volumes.

In the three months ended March 31, 2015, saleartexport markets benefited from an average 21.1%
devaluation year-on-year of tineal against the U.S. dollar, increasing average piicesaisby approximately
13.3%. This devaluation was instrumental in offagtthe decline in volume of 7.2% (in line with atrategy of
decreasing volumes to regions with low marginsunioternational markets).

Brazilian Market

Net sales in the Brazilian market increased 5.9PR$%3.8 billion, in the three months ended March 31
2015, from R$3.6 billion in the corresponding pdrin 2014, primarily as a result of a 9.8% risgiiites that offset
a 3.5% decrease in volumes.

Sales volumes in the Brazilian market decrease¥ 3058577.6 thousand tons in the three months ended
March 31, 2015, from 598.6 thousand tons in theesponding period in 2014, primarily as a resuli@dreases in
volumes from animal feed, hatcheries and sub-pitsdéwerage selling prices increased 9.8% to R$pe56
kilogram in the three months ended March 31, 2044 fR$5.97 per kilogram in the corresponding pefo@014,
primarily as a result of increases in prices ofralifeed, hatcheries and sub-products.

The following table provides a breakdown of chanigatet sales and sales volumes in the Brazilian
market.
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Brazilian Market

Meat

In natura.
POUItry....cooeiiiie e
Pork/iBee......cccoovviviiiiiiiiiieens

Total.oeieiiee e

Net Sales

Sales Volumes

Three Months Ended March 31,

Three Months Ended March 31,

2015 2014 Change 2015 2014 Change
(in millions of reais)

(unaudited) (%) (in thousands of tons) (%)
566.: 447 € 26.t 107.¢ 80.7 33.€
194.; 270.¢ (28.2] 23.7 33.t (29.0
760.t 718.C 5.¢ 131.¢ 114.: 15.2

2,863.: 2,619.¢ 9.c 403.¢ 384.( 5.2
165.1 238.¢ (30.8 42.1 100.: (58.1
3,788.¢ 3,576.: 5.¢ 577.¢ 598.¢ (3.5

(1) “Processed” products, as of the first quart&0d5, now include certain dairy products, sucleraam cheese,

that we have retained from our dairy segment, wiiahk sold in 2014.

(2) "Other” includes animal feed, hatcheries anlo-sroducts.

The following table sets forth our average selfniges in the Brazilian market.

Brazilian Marke...........ccoeevvvennnnen.

Europe/Eurasia

Average Selling Prices

Three Months Ended Marct 31,

2015 2014 Change
(in reaisper kg) (%)
6.5¢€ 5.97 9.6

Net sales from Europe/Eurasia operations decrezdéb, to R$622.1 million in the three months ended
March 31, 2015, compared to R$709.8 million in¢beresponding period in 2014, primarily as a restit 15.7%
reduction in sales volumes from Russia as a reétifteir internal economic conditions and our stiggtof reducing
our exposure to this market. Average prices ina@&@s0% in real terms compared to the corresponuinigd in

2014.

Europe/Eurasia

Meat

In naturamea.
POUItry.....cooeiiii
Pork/iBee......c.coovviviiiiiiiiiiien

Net Sales Sales Volumes
Three Months Ended March 31, Three Months Ended March 31,
2015 2014 Change 2015 2014 Change
(in thousand: of tons,
(in millions of reais, unless otherwise
otherwise specified) (%) specified) (%)
(unaudited

117.( 104.c 12.2 20.1 18.¢ 8.1
102.¢ 188.: (45.6 9.6 19.¢ (50.6
219.¢ 292.¢ (25.0 29.¢ 38.t (22.3
402.7 4172 (3.5 42.¢ 47.< (10.4
622.1 709.¢ (12.4 72.% 85.¢ (15.7
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The following table sets forth our average selfniges in our Europe/Eurasia market.

Average Selling Prices

Three Months Ended March 31,

Europe/Euras .......cccooeveeviiieeeinnnnnn.

Middle East and Africa

2015 2014 Change
(in reaisper kg) (%)
8.6( 8.27 4.C

Net sales in the Middle East and Africa region @aged 15.1%, to R$1.5 billion in the three montided
March 31, 2015, compared to R$1.3 billion in theresponding period in 2014, primarily as a restiiroincrease
in revenues from countries as Saudi Arabia andJthiteed Arab Emirates as a result of our strategganfuiring
distributors in the Middle East, which offset retioes of 6.4% in volumes mostly from Africa, pactiarly Angola,
which is a country whose economy relies signifisaon the oil industry and was impacted by the gtall in oil
prices during the period. Average prices incre@3@% in real terms compared to the correspondanigg in
2014, primarily as a result of the devaluationhafreal against the U.S. dollar.

Net Sales Sales Volumes
Three Months Ended March 31, Three Months Ended March 31,
2015 2014 Change 2015 2014 Change
(in thousand: of tons,
(in millions of reais, unless otherwise
otherwise specified) (%) specified) (%)
(unaudited

Middle East and Africa
Meat
In naturamea:

POUltry....cooviiiiii e 1,339. 1,152.! 16.2 225.( 241t (6.8

POrkiBee .........oooevvveiiiiiiiiiiinns 26.C 72.2 (64.0 3.6 10.€ (62.9
Total innature mea...........cccc.oc..... 1,365." 1,224.° 11.t 229.1 252.¢ (9.3
ProCesSE.......ccovvvvviiiiiiiiiieeeeeeeee, 133.7 7.7 72.1 23.¢ 17.t 35.1
TOtAl e, 1,499. 1,302. 15.1 252.¢ 270.1 (6.4

The following table sets forth our average selfniges in our Middle East and Africa market.
Average Selling Prices
Three Months Ended Marck 31,
2015 2014 Change
(in reaisper kg) (%)
Middle East/AfriCi...........ceeeeineeennn. 5.9¢ 4.8 23.C
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Asia

Net sales in the Asia region increased 6.5%, todR&F7million in the three months ended March 31,520
compared to R$699.5 million in the correspondingquein 2014, primarily as a result of an increasaverage
prices that more than offset a 9.1% decrease imves in the region compared to the same perio61d.2Average
prices increased 17.1% in real terms comparedatadhresponding period in 2014, primarily as altesfthe
devaluation of theeal against the U.S. dollar.

Net Sales Sales Volumes
Three Months Ended March 31, Three Months Ended March 31,
2015 2014 Change 2015 2014 Change
(in thousand: of tons,
(in millions of reais, unless otherwise
otherwise specified) (%) specified) (%)
(unaudited

Asia
Meat
In naturamea:

POUltry....cooviiiii e 651.% 590.( 10.4 100.1 106.¢ (6.3

POrkiBee .........occevvveviiiiiiiiiins 76.4 94.¢ (19.1] 9.1 13.2 (31.3
Total innature mea............cc......... 728.] 684.¢ 6.4 109.2 120.1 (9.1
ProCesSseE.......ovvviiiiiiiiiiiiiiieeeeees 16.7 15.1 10.€ 2.C 2.2 (10.6
TOtAl e 744, 699.f 6.5 111.2 122.¢ (9.1

The following table sets forth our average selfniges in our Asia market.
Average Selling Prices
Three Months Ended Marck 31,
2015 2014 Change
(in reaisper kg) (%)
ASIB. i 6.7C 5.72 17.1

Latin America

Net sales from Latin America operations decreas@thpfto R$393.5 million in the three months ended
March 31, 2015, compared to R$418.7 million in¢beresponding period in 2014, primarily as a restit 29.3%
decrease in volumes after we ceased shipmentstezdela due to defaults on payments. Average pricesased
32.9% in real terms compared to the correspondanigpg in 2014.

Net Sales Sales Volumes
Three Months Ended March 31, Three Months Ended March 31,
2015 2014 Change 2015 2014 Change
(in thousand: of tons,
(in millions of reais, unless otherwise
otherwise specified) (%) specified) (%)
(unaudited
Latin America
Meat
In naturamea:
POUItry. ..o 78.7 137.7 (42.8 14.C 29.¢ (52.3
POrk/Bee ........coceeveviiiiiiiiiiiins 61.2 86.4 (29.2 4.8 9.¢ (37.5
Total innature mea..........ccccc.oc...... 139.¢ 224.1 (37.6 20.2 39.: (48.6
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Net Sales Sales Volumes

Three Months Ended March 31, Three Months Ended March 31,
2015 2014 Change 2015 2014 Change
(in thousand: of tons,
(in millions of reais, unless otherwise
otherwise specified) (%) specified) (%)
(unaudited
Processe.......ccccoovvveiiiiiiciiiiieee 239.¢ 184.¢ 29.¢ 27.1 27.€ (1.8
Othel. oo 138 9.6 40.¢ — — —
TOtAl ...t 393.t 418.7 (6.0, 47.< 66.¢ (29.3

The following table sets forth our average selfniges in our Latin America market.

Average Selling Prices

Three Months Ended Marct 31,

2015 2014 Change
(in reaisper kg) (%)
Latin AMENiCe........ovvvvvmvrrieiinnieeenn, 8.32 6.2¢ 32.€

Cost of Sales

Cost of sales decreased 0.9%, to R$4,884.7 milidhe three months ended March 31, 2015 compared t
R$4,930.8 million in the corresponding period irl20with a decrease in sales volumes of 7.2% irsénee period.
These variations were primarily as a result of d¥8decrease in the price of soybeans and a 3.8%ak® in the
price of soybean meal during the period. This desgavas partially offset by a 3.0% increase irptinee of corn,
the appreciation of the real against the U.S. ddllaing the period and an increase in food conerrsosts
resulting from a Brazilian truck driver strike dugithe period.

Gross Profit and Gross Margin

Gross profit increased 21.8% to R$2.2 billion ie three months ended March 31, 2015 compared to
R$1.8 billion in the corresponding period in 2004r gross margin increased 4.2 percentage poir38.@6 in the
three months ended March 31, 2015, compared t&2H 3he corresponding period in 2014, primarilyga®sult
of the increase in average prices in all regionsphrticularly in Latin America, the Middle EastchAsia.

Selling, General and Administrative Expenses

Selling, general and administrative expenses irse@8.9% to R$1.2 billion in the three months ended
March 31, 2015 compared to R$1.1 billion in theesponding period in 2014, representing 16.9% ohet sales
in the first quarter of 2015, compared to 16.3%him corresponding period in 2014. Selling expeirsggased
8.4%, mainly due to higher marketing expenses imeotion with oulPerdigdomarketing campaign and an
increase in trade marketing. General and adméatigér expenses increased by 14.1% compared to the
corresponding period in 2014. In the three monttoed March 31, 2015, compared to the corresporinigd in
2014, operating expenses were impacted by increageshses resulting from our acquisition of inteire$-ederal
Foods and Alyasra in the Middle East and overheats@ssociated with these distributors.

Other Operating Expenses, Net

Other operating expenses, net increased 126.2%2830 million in the three months ended March 31,
2015 from R$120.7 million in the corresponding périn 2014. This includes the following expenseB4R7
million attributed to idle capacity during the Biléan truck driver strike during the period, R$34nillion for
restructuring of our marketing area and R$27.0ionilin tax adjustments.
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Operating Income

Operating income before financial expenses, neteased 12.0% to R$640.9 million in the three manth
ended March 31, 2015, from R$572.3 million in tleeresponding period in 2014, representing an operatargin
of 9.1% of net sales compared to the 8.5% recorddte same period 2014. The increase reflecteasad average
prices, better allocation of volumes and sales&ffamong the regions and better distribution déypas a result of
acquisitions in the Middle East.

The table below sets forth our operating incomea segment basis:

Operating Income by Segmen
Three Months Ended Marct 31,

201t 201¢ Change
(in millions of reais)
(unaudited) (%)

Brazil.......oooo i 306.1 380.1 (19.5
EUrOPe/EUras. .....ccovveiiiieiiiie e 59.C 84.¢ (30.4
Middle East and AfriC.........coevviviiiiiiiieeeenen, 115. 25k 352.t
ASI.ciiiiiiiie 163.¢ 72.¢ 124.¢
Latin AMEriCe.....ccuuuu e (3.5 91 (138.5
TOtAl e, 640.¢ 572.: 12.C

In the Brazilian segment, our operating resultssvR$306.1 million in the three months ended Marth 3
2015, a 19.5% decrease over R$380.1 million irctireesponding period in 2014, representing an tipgrenargin
of 8.1% compared to 10.6% in the correspondingoder 2014. The operating results in the Brazisegment
accounted for 47.8% of our consolidated operatisglts for the three months ended March 31, 20pBr&ding
results were affected by an increase in operatipgreses for marketing, idle capacity from the trddker strike
and other expenses.

In the Europe/Eurasia segment, our operating ieadte R$59.0 million in the three months ended
March 31, 2015, a 30.4% decrease over R$84.8 miltiche corresponding period in 2014, represgrdim
operating margin of 9.5% compared to 12.0% in tireesponding period in 2014. The operating resualtte
Europe/Eurasia segment accounted for 9.2% of ausatwlated operating results for the three montied
March 31, 2015. Operating results were affected Hgcrease in volumes to this region, particul@riRussia.

In the Middle East and Africa segment, our operptasults were R$115.4 million in the three months
ended March 31, 2015, a 352.5% increase over R$2iién in the corresponding period in 2014, regeating an
operating margin of 7.7% compared to 2.0% in threesponding period in 2014. The operating resulthé
Middle East and Africa segment accounted for 1800%ur consolidated operating results for the thmeaths
ended March 31, 2015. Operating results were pesjtaffected by our acquisitions of distributanghe region.

In the Asia segment, our operating results wereBR&Lmillion in the three months ended March 31,520
a 124.8% increase over R$72.9 million in the cqroesling period in 2014, representing an operatiaggin of
22.0% compared to 10.4% in the corresponding péni@D14. The operating results in the Asia segraeobunted
for 25.6% of our consolidated operating resultstii@ three months ended March 31, 2015. Operatisgjts were
positively affected by an increase in prices.

In the Latin America segment, our operating loss ®R&3.5 million in the three months ended March 31,
2015, compared to an operating income of R$9.Jianilh the corresponding period in 2014, represendi
negative operating margin of 0.9% compared to #ipeperating margin of 2.2% in the correspondiagiod in
2014. The absolute operating results in the LatireAca segment accounted for 0.5% of our conse@étaperating
results for the three months ended March 31, 20pgrating results were negatively affected by ¢opgEng of
sales to Venezuela.
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Financial Income (Expenses), Net

Financial expenses, net totaled R$107.5 milliothaéthree months ended March 31, 2015, represeating
45.3% decrease from R$196.5 million in the corrasiitg period in 2014, primarily as a result of gaam
derivative transactions, interest on equity frowestees in which we do not have significant infeeeand financial
investments.

Income Tax and Social Contribution

Current and deferred income tax and social cortiobiexpenses were R$71.7 million in the three ment
ended March 31, 2015, representing a 47.5% incie@msempared to R$48.6 million in the correspongiagod in
2014. Our income tax and social contribution infihst quarter of 2015 was 13.4% of our pre-taultssfor the
quarter.

Net Profit

For the reasons described above, net profit wag&R$4nillion in the three months ended March 31,520
representing a 45.5% increase as compared to R&81Bion for the corresponding period in 2014. @et margin
for the three months ended March 31, 2015 was G:éptesenting a 1.8 basis point increase as comchpai@ir net
margin of 4.8% for the corresponding period of 2014

Liquidity and Capital Resources

Our main cash requirements are the servicing otlebt, capital expenditures relating to expansion
programs, acquisitions and the payment of dividemdkinterest on shareholders’ equity. Our printagh sources
have been cash flow from operating activities, $oand other financings, offerings of our commorratand sales
of marketable securities. We believe that theseceswof cash will be sufficient to cover our workicapital needs
in the ordinary course of our business.

For a description of our cash flows for the yeadteshDecember 31, 2014, see “Item 5: Operating and
Financial Review and Prospects—Liquidity and Captesources” in our 2014 Form 20-F.

Cash Flows from Operating Activities

We recorded net cash flows from operating actisitER$1,481.0 million in the three months ended
March 31, 2015, compared to net cash flows fronraipeg activities of R$951.8 million in the corresling
period in 2014. Our operating cash flow for theethmonths ended March 31, 2015 reflects net drofit
continued operations of R$461.6 million, net noekcadjustments of R$1,611.8 million and net chamnges
operating assets and liabilities of R$596.2 millibhe net changes in operating assets and ligsiliti the three
months ended March 31, 2015 included a decredsada accounts receivable of R$424.0 million duthé&o
collection of holiday sales from December 2014 imvdstments of trading securities, net of redenmgtiof trading
securities of R$17.0 million, partially offset by ancrease in inventories of R$394.8 million, iet&rpaid in the
amount of R$120.1 million, payroll and other rethtdharges of R$153.2 million and an increase ieti@ccounts
payable of R$380.2 million.

Cash Flows Used in Investing Activities

We recorded R$193.0 million in net cash flows usemhvesting activities in the three months ended
March 31, 2015, compared to R$288.8 million in ¢beresponding period in 2014. In the three montited
March 31, 2015, our cash used in investing actisitonsisted primarily of acquisitions of propepiant and
equipment in the amount of R$157.0 million andahauisition and rearing of breeding stock in theant of
R$132.2 million. We recorded an increase in themgations of available-for-sale securities of R$74illion and
an investment in available securities of R$1.1liomilland had a cash inflow of proceeds from thpatial of
property, plant and equipment of R$40.2 million.
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Cash Flows Used in Financing Activities

We recorded net cash flows used in financing a@tiviof R$1,976.8 million in the three months ended
March 31, 2015, compared to R$409.7 million in ¢beresponding period in 2014. In the three montited
March 31, 2015, we received proceeds from loandiaadcings in the amount of R$470.7 million, whishs
more than offset by repayments of debt totaling ®R$B million and payments of dividends and inteoest
shareholders’ equity in the amount of R$463.3 millielated to the 2014 fiscal year. We acquire frfllion of
our own shares at a cost of R$1,028.8 million theotto hold treasury shares to comply with ourlstation plan.

Debt

Our principal debt instruments as of March 31, 28f&described below. The descriptions below update
and supersede the descriptions set forth in “lte@perating and Financial Review and Prospects—iduidity
and Capital Resources—Debt” in our 2014 Form 2Bdf.more information on these facilities, including
information on average interest rates and weigatedage maturities, see Note 19 to our auditedotiolased
financial statements included in our 2014 Form 24x& Note 18 to our unaudited interim consolidditeahcial
statements as of and for the three months endedi\&dr, 2015, included in this offering memorandum.

Short- Long-

Term Term

Debtas Debtas Total

of of Debt as Total Debt as
March March of of
31, 31, March 31, December 31,
2015 2015 2015 2014
(in millions of reais)
(unaudited)

Local currency:
Development bank credit lin........................... 233.: 406.¢ 639.¢ 763.7
Other secured de.........coovvviviiiiiiiiieeieeeeeeeee, 45.¢ 238.2 283.t 294,
Export credit facilitie..........cccceeeeiieiiniiniennnnn, 537.¢ — 537.¢ 967.1
BONGS it 13.7 497.% 511.( 501.2
Working capital facilitie ............cccoooeeeviiieinnen, 1,1935 — 1,193 1,239.¢
PESA loan facilit...........coovvvviiiiiiiiiieeeiieeee, 0.€ 212.¢ 213.¢ 213t
Othel....cooiiii 9.0 10.7 19.7 12.5
Local CUITeNCY ......uvveiiiiiiieeiiiii e 2,033.! 1,365. 3,398.¢ 3,993.:
Foreign currency:
Export credit facilitie..........cccoooeeiieiiniiniennnnn. 1.€ 1,273.¢ 1,275.: 1,059.:
BONGS it 192.¢ 7,632. 7,825. 6,414.(
Development bank credit lin........................... 21.¢ 17.t 39.4 42.4
Other secured de.........ccovvvviiiiiiiiiieiieeeeeeee, 8.1 6.C 14.1 11.¢
Working capital facilitie ...........ccccccveeeiinien 169.0 — 169.0 68.8
FOreign CUrmenCy.........ccevvvevvviiinniieenieeeeeeeeeee, 393.2 8,929.8  9,323.0 7,596.2
TOMAI .o 2,426.7 10,295.2 12,721.9 11,589.3

Local Currency Debt
Development Bank Credit Lines

BNDES FINEM FacilitiesWe have a number of outstanding obligations BNMDES, including loans
under its FINEM program, in the amount of R$435illion as of March 31, 2015. The loans from BNDES&re/
entered into to finance purchases of machineryeguipment and construction of improvement and esiparof
our production facilities. Principal and interestthe loans are generally payable monthly, withunigtdates
varying from 2015 through 2018. The principal amapfithe loans is denominatedrigais, the majority of which
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bears interest at the TJLP rate plus a margin.l'toams are included in the line “Development berekit lines—
Local currency” in the table above.

FINEP Financing. We obtained certain financing frofnanciadora de Estudos e Projetas “FINEP,” a
public financing company under the Ministry of Swe, Technology and Innovation, with maturity ddiesveen
2015 and 2019. The outstanding debt under thisfing was R$204.7 million at March 31, 2015. Weaoted
FINEP credit lines with reduced rates for projeeisting to research, development and innovation.

Export Credit Facilities

Export Credit NotesWe have export credit notes in local currencigliog R$537.9 million as of March
31, 2015. These notes bear interest at fixed raf#s maturity dates in 2015. These credit linesiacluded in the
line “Export credit facilities—Local currency” imé table above.

Working Capital Facilities

Rural Credit FinancingWe have short-term rural credit loans in the amafi R$1,193.5 million as of
March 31, 2015 with several commercial banks uadgrazilian federal government program that offaxerable
interest rates as an incentive to invest in ruciVdies. We generally use the proceeds of theard for working
capital. These credit lines are included in the IWorking capital faciliies—Local currency” in é¢ftable above.

PESA Loan Facility

PESA We have a loan facility obtained through the $eanitation Program for Agroindustrial Assets
(Programa Especial de Saneamento de Ajjvars‘PESA,” for an outstanding amount of R$218dlion as of
March 31, 2015, subject to the variation of the 8Rs of March 31, 2015, plus interest of 4.9% year, secured
by endorsements and pledges of public debt seesiriti

Other Local Currency Financings

Finame FinancingWe and our subsidiaries obtained certain finapttinough several banks from the
Special Agency for Industrial Financingdéncia Especial de Financiamento Induslriar “FINAME,” for a total
of R$0.5 million as of March 31, 2015. We use tiredls from these contracts to purchase machinery and
equipment. These contracts are secured, usuatlysdbpledge of the financed assets (which cannstibgect to
further liens), and are generally supported by gt@es. Most of the contracts provide for accelaraif the debt
in the event of corporate restructuring withoubpigonsent of the creditor. These loans are indudé¢he line
“Other secured debt—Local currency” in the tablea

Industrial Credit NotesWe had outstanding industrial credit not€gdqulas de Crédito Industrigl
receiving credits from official funds, the Constitumnal Fund for Financing in the Midwegtundo Constitucional
de Financiamento de Centro-Ogsémd the Constitutional Fund for the Financinghef Northeastundo
Constitucional de Financiamento do Nordgste “FNE,” in the amount of R$283.6 million asMfrch 31, 2015.
The notes have maturity dates in 2015, exceptttieaindustrial credit notes with respect to the FiN&ure in
2023. These titles are secured by liens on machare equipment and real estate mortgages. Wergeartne
industrial credit notes with respect to the FNERfmamount in excess of the principal amount ofiittes. These
loans are included in the line “ Other secured dehbcal currency” in the table above.

Leasing.We lease our fleet of vehicles under finance lgasgh the amount of principal and interest
payable monthly, with maturity dates in 2015. Thiesas are included in the line “Other secured-ddlical
currency” in the table above.

State Tax Incentive Financing Prograrige also had R$19.7 million outstanding as of M8, 2015
under credit facilities offered under state tayeimive programs to promote investments in thodesténder these
programs, we are granted credit proportional tgptinenent of ICMS tax generated by investmentsén th
construction or expansion of manufacturing fa@ttin these states. The credit facilities have-ge20 term and

53



fixed or variable interest rates based on the IGBHM a margin. These credit lines are includetiénline
“Other—Local currency” in the table above.

Foreign Currency Debt
Export Credit Facilities

Export Prepayment Facilitie$Ve had several export prepayment facilities im@gregate outstanding
amount of R$965.4 million as of March 31, 2015. Tidebtedness under these facilities is generaihothinated
in U.S. dollars, with maturity dates in 2019. Imgtrunder these export prepayment facilities asonith six-month
LIBOR plus a spread. Under each of these facilitiMesreceive a loan from one or more lenders sddoyahe
accounts receivable relating to exports of our petglto specific customers. The facilities are galheguaranteed
by BRF S.A. The covenants under these agreemeitelalimitations on liens and mergers. These tiiedis are
included in the line “Export credit facilities—Fagea currency” in the table above.

Business Loan Facilitie®We had several trade-related business loantfasiin an aggregate outstanding
amount of R$320.8 million as of March 31, 2015. Tdebtedness under these facilities is denominatedsS.
dollars, and matures in four years. These fadlitiear interest at LIBOR plus a margin, payabletgus. The
proceeds from these facilities are used to im@wtmaterials or for other working capital needse Tdrilities are
generally guaranteed by BRF. The principal covehantler these agreements include limitations omgensrand
sales of assets. These credit lines are includdekitine “Export credit facilities—Foreign curreridn the table
above.

Bonds

BRF Senior Notes due 2024 May 2014, we issued U.S.$750.0 million priratipmount of 4.75% notes
due 2024, payable semiannually beginning NovemBeP@14, or the “2024 USD Notes.” The bonds contain
certain covenants, including limitations on liesale-leaseback transactions and certain mergerscarsolidations.

Of the total proceeds from the 2024 USD Notes, $ 5.0 million was used to repurchase 2017 Notes and
U.S.$409.6 million was used to repurchase 20203\ata tender offer, or the “2014 Tender Offer.” Y&ed
aggregate cash premium of U.S.$86.4 million fornbtes tendered in the 2014 Tender Offer. We déteahthat
there was no substantial change in the terms efirgibonds, so the exchange transaction was atbior as a
modification of a financial liability. The value dfie premium, interest paid and transaction cesteing amortized
over the life of the 2024 USD Notes, accordingw@requirements of CPC 38 (IAS 39).

BRF Senior Notes due 2028 May 2013, we issued U.S.$500.0 million priratipmount of 3.95% notes
due 2023, payable semiannually beginning NovemBgP@13, or the “2023 USD Notes,” and (ii) R$506llion
principal amount of 7.75% notes due 2028, payadmeiannually beginning November 22, 2013, or the22B8RL
Notes.” The bonds contain certain covenants, inctutimitations on liens, sale-leaseback transastiand certain
mergers and consolidations.

Of the total proceeds from the 2023 USD Notes, $150.0 million was used in an offer to exchange, or
the “2013 Exchange Offer,” a portion of the 201 7ééoand a portion of the 2020 Notes for the 202B MBtes. In
connection with the 2013 Exchange Offer, we paahpums and accrued interest to the date of closinige
transaction in the amounts of U.S.$5.0 million &8.$31.0 million to the holders of the 2017 Naiasl 2020
Notes, respectively. We determined that there wesubstantial change in the terms of existing bpsdshe
exchange transaction was accounted for as a maiidincof a financial liability. The value of thegmnium, interest
paid and transaction costs is being amortized theelife of the 2023 USD Notes, according to thguneements of
CPC 38 (IAS 39).

BRF Senior Notes due 2028 June 2012, we issued senior notes in the ggggeamount of U.S.$500.0

million. The notes were guaranteed by Sadia (po@adia’s merger into BRF S.A.) and bear inteaestrate of
5.875% per year and mature on June 6, 2022. Tingshmontain certain covenants, including limitasiam liens,
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sale-leaseback transactions and certain mergersomsolidations. Later the same month, we issaeatiditional
U.S.$250.0 million of senior notes under the samdemture and with the same terms and conditions.

BFF NotesIn January 2010, we, through our subsidiary BE$yed the 2020 Notes in the aggregate
amount of U.S.$750.0 million, of which U.S.$219.8lion were outstanding as of March 31, 2015. Thads are
guaranteed by BRF S.A. and Sadia (prior to Sadieiger into BRF S.A.), bear interest at a rate.50% per
year and mature on January 28, 2020. The bondainarrtain covenants, including limitations om$esale-
leaseback transactions, certain mergers and cdasols, and transactions with affiliates.

Sadia BondsIn May 2007, Sadia Overseas issued the 2017 Notbg aggregate amount of U.S.$250.0
million, of which U.S.$159.8 million was outstandias of March 31, 2015. The bonds are guaranteed,ldyear
interest at a rate of 6.875% per year and matuftdayn24, 2017. The bonds contain certain covenamtkjding
limitations on liens, sale-leaseback transactioagain mergers and consolidations, and transectiath affiliates.

Quickfood BondsA subsidiary of BRF in Argentina, Quickfood, isslusecurities guaranteed by BRF, in
the amount of ARS150.0 million with nominal intereste of 21.8% per year and effective rate of 22der year,
with maturity dates between 2015 and 2016. As afdda1, 2015, the principal amount outstandingushsbonds
was ARS107.0 million. In March 2014, Quickfoodued securities guaranteed by BRF, in the amount of
ARS436.0 million with nominal interest rate of 2% er year and effective rate of 27.0 % per ye#n miaturity
dates between 2015 and 2018. As of March 31, 28&5yrincipal amount outstanding of such bonds was
ARS436.0 million.

Development Bank Credit Lines

BNDES FacilitiesThe values set forth in the table above mainlyscsirof total borrowings of
R$39.4million related to the BNDES Monetary Unit,'0MBNDES” currency basket, which are the currerscin
which BNDES borrows, and are subject to intereth@UMBNDES rate, reflecting fluctuations in dagéychange
rates of the currencies of this basket. These laemguaranteed by BRF S.A. and, in most casesgeatged by
assets. The covenants under these agreementsadiohitétions on indebtedness, liens and mergeissates of
assets. These loans are included in the line “Dpweént bank credit lines—foreign currency” in thblé above.

Working Capital Facilities

Working capital in foreign currencyrhis funding consists of funds obtained from ficial institutions,
mainly used for working capital and short-term imgmancing operations of subsidiaries locatedigentina. The
funding is denominated in Argentine pesos and doBars, maturing in substantial part in 2015. Eheedit lines
are included in the line “Working capital facilisie-Foreign currency” in the table above.

Other Secured Debt

Investments Financin@ur subsidiaries in Argentina have obtained faiaa for investment projects for
the acquisition of capital goods and constructibnezessary facilities for the production of goadsl services and
the marketing of goods (excluding inventories)ia amount of ARS14.2 million with an interest ratd.5.1% and
maturity dates between 2015 and 2016. These loaris@duded in the line “Other secured debt—Foreigmency”
in the table above.

International Credit Facilities

Revolving Credit Facilityln order to improve our liquidity management2®i4 we and our wholly-
owned subsidiary BRF Global GmbH entered into alkéwg credit facility in the amount of U.S.$1.0liin,
maturing in May 2019, with a syndicate of twentgteibanks. This revolving credit facility accruagerest at
three-month LIBOR plus an applicable margin, whechalculated based on the company's credit rattrige time
of borrowing. As of the date hereof, we have notlenany borrowings under this revolving credit fiail
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Derivatives

We entered into foreign currency exchange, comm@ditl interest rate derivatives under which we had
exposure of R$179.4 million as of March 31, 201%e Tounterparties include several Brazilian finahci
institutions and involve interest rate swaps aredpthrchase and sale of currency. Their maturitgsiaary from
2015 through 2019. These transactions do not requy guarantees and follow the rules of the BM&NVBESPA
or CETIP S.A., a trading and securities registratompany. These derivatives are recorded in danba sheet as
other financial assets and liabilities. See “ltelruantitative and Qualitative Disclosures Aboutrkéd Risk” in
our 2014 Form 20-F.

Covenants and Covenant Compliance

Several of the instruments governing our indebtsslwentain limitations on liens, and some of the
instruments governing our indebtedness contairr aiveenants, such as limitations on indebtednessgens and
sales of assets, and transactions with affiligkedlarch 31, 2015, we were in compliance with tlogenants
contained in our debt instruments.

Our debt instruments include customary events fafulie The instruments governing a substantialiport
of our indebtedness contain cross-default or caosgleration clauses, such that the occurrence efent of
default under one of those instruments could trigaeevent of default under other indebtednessi@ble a creditor
under another debt instrument to accelerate tl@biedness.
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BUSINESS AND INDUSTRY UPDATES
Industry Update for the Three Months Ended March 31 2015
Brazilian Market

As a Brazilian company, with a significant portighour operations in Brazil, we are significantffeated
by local economic conditions. Because of our sigaift operations in Brazil, fluctuations in Braziidemand for
our products affect our production levels and rexgsn

Real GDP in Brazil increased at an average anatlaf 3.4% from 2002 through 2014. In 2014, Biwzi
GDP grew by only 0.1%, as compared to 2.3% in 20%80.9% in 2012. Since March 2013, the CentrakBeas
increased the SELIC interest rate, which is thetdieom benchmark interest rate. Nevertheless,itteipe recent
increases, the long-term trend remains downwaodj ft7.8% as of December 31, 2004 to 13.25% as of 2@
2015. In April 2015, the IPCA increased by 0.710%61 percentage points lower than the increase3a@®a
recorded for the month of March 2015. For the finsee months of 2015, the IPCA had increased 4.56%

During this time, Brazil also experienced a redarcin its reservoir levels, restricting electriogfgneration
and leading to an increase in energy prices authaitdy ANEEL, which affected the Brazilian econogeperally.

The Unemployment rate and consumer confidencedaleb have an impact on consumption levels in
Brazil. The Unemployment rate for the three momthded March 2015 was 6.2%, an increase of 1.9 mage
points when compared to the 4.3% in December Z0¥id Consumer Confidence Index for April 2015 was.&0
5.0% lower than the one reported on March 20136f9and 10.1% lower when compared to the end b4 20
(113.0).

According to ABRAS, in March 2015, supermarket satereal terms (deflated by the IPCA), increased
7.15% compared to the previous month and incred$e compared to March 2014. On a year to dedis,bizet
sales increased 1.46%, compared to the same el 4.In nominal values, industry sales incres&88% over
the previous month and 8.74% compared to March .Z2Bdrithe twelve months ended December 31, 201ek sa
increased 9.22%.

Export Markets

The information set forth in this “Export Marketsiibsection relates to Brazilian exports as a waote
not only to exports of our company.

Historically, the first quarter of the year is cheterized by a seasonal decline in protein expoittsving
peak consumption levels in the months leading upecend of the year.

Brazilian exports of chicken increased 0.6% inttiree months ended March 31, 2015 compared to the
corresponding period in 2014 in terms of volumehwai reduction of 7.8% in terms of sales, in U.@lads,
primarily as a result of the 8.3% decline in therage prices of exports in the first quarter of2(Hork exports
registered declines of 18.1% in volume and 23.4%aies, in U.S. dollars, in the three months eldaxdth 31,
2015, compared to the corresponding period in 2@ith,the average price of exports falling by 6.8%the first
quarter of 2015. Beef exports recorded a strongedse of 34.9% in volume and 28.4% in sales, in do8ars, in
the three months ended March 31, 2015 compardaetodrresponding period in 2014.

Brazilian exports of chicken in the three monthdeehMarch 31, 2015 totaled 877.7 million tons desa
of U.S.$1.5 hillion. During the first quarter of 28, China emerged as one of the top three leadipgriers (8.8%),
together with Saudi Arabia (18.0% of total expdirten Brazil) and Japan (12.0%). This result wadigky
explained by the Chinese announcement in 2014eot¢itification of five additional Brazilian chiakgrocessing
units in 2014.
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Pork shipment volume in the three months ended iMat¢ 2015 amounted to 90.0 thousand tons of sales,
totaling of U.S.$222.5 million. The leading impend, Russia, Hong Kong and Angola, represented 28%,and
6%, respectively, of total exports from Brazil, Wehithe Ukraine remained closed to Brazilian expsirise 2013.
Beef shipments in the three months ended MarcR@I5 totaled 327.5 thousand tons with sales of#1.8.
billion. Volumes decreased 34.9% compared to theegeeriod in 2014, mainly due to decline in voluraggorted
to Venezuela and Russia, which accounted for 75#eofotal decline. Exports to both countries waffected by
the overall economic weakness caused by the sleatimd in oil prices in the first quarter of 2015.

Updates to Legal Proceedings

The following information supplements and updaltesdescriptions set forth under “ltem 8. Financial
Information—A. Consolidated Statements and Oth#arination—Legal Proceedings” in our 2014 Form 20-F.

Social Security Contribution Assessment

On April 1, 2015, the Brazilian Internal Revenuevi® (Secretaria da Receita Fedeydiled a tax
assessment against us in the amount of R$75.®mililated to alleged irregularities in (i) our &t®ptions Plan,
(ii) our Profit Sharing Program and (jii) certaiariable compensation to executive and manageriplames from
2011 and 2012. We filed an administrative appedlay 4, 2015. Our legal advisors have classifiedr@k of loss
as possible. The claimed amount is not includezbintotal possible contingencies amount for théopleended
March 31, 2015.

ICMS Assessment

On March 30, 2015, the S&o Paulo State Treasuiggd8ecretaria de Fazenda do Estado de S&o Raulo
filed a tax assessment against us in the amourR$94.4 million related to alleged irregularitiegtire collection of
ICMS taxes levied on certain naturabeef transactions carried out in 2012 and 2013fiMtan administrative
appeal on April 28, 2015. Our legal advisors hdaesified our risk of loss as possible. The clairetbunt is not
included in our total possible contingencies amdonthe period ended March 31, 2015.

Updates to Management Section

At our general shareholders’ meeting held on A@r2015, the following members of the board of ctives
were nominated : Abilio dos Santos Diniz, Vicensdcbni Campos, Walter Fontana Filho, Luiz FernaRddan,
José Carlos Reis de Magalhdes Neto, Manoel Cor8éira Filho, Marco Geovanne Tobias da Silva, Henri
Philippe Reichstul and Paulo Guilherme Farah Cofreaddition, Eduardo Pongracz Rossi was appoiased
alternate to Abilio Diniz; Sergio Ricardo Mirandadhré, as alternate to Marco Geovanne Tobias da; $lateus
Affonso Bandeira was appointed as alternate tonfee€alconi Campos; Fernando Shayer was appoisted a
alternate to José Carlos Reis de Magalhdes Net@rBd Fontana D Avila was appointed as alternadtier
Fontana Filho; Roberto Faldini was appointed asradite to Luiz Fernando Furlan; Mauricio da Rochentérley
was appointed as alternate to Manoel Cordeiro Fillveo; Arthur Prado Silva was appointed as alterria Paulo
Guilherme Farah Correa and Jose Violi Filho waaypd as alternate to Henri Philippe Reichstul.

As of December 18, 2014, the following executiffecers were elected by our board of directorséor
two-year term beginning on January 1, 2015:

Senior Management |
Name Position Held
Pedro de Andrade Faria Chief Executive Officer,alo
Augusto Ribeiro Junior Chief Financial and Invedtaiations Officer
Flavia Moyses Faugeres Vice President
Glberto Antonio Orsato Vice President
José Roberto Pernomian Rodrigues Vice President
Hélio Rubens Mendes dos Santos Junjor  Vice Presiden
Rodrigo Reghini Vieira Vice President
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At the general shareholders’ meeting held on AjQr2015, the following members of our fiscal colime@re
nominated: Attilio Guaspari, Reginaldo Ferreiraxdedre and Marcus Vinicius Dias Severini. In additithe
following individuals were nominated as alternateégsana Hanna Stiphan Jabra, as alternate tABgilaspari;
Marcos Tadeu de Siqueira, as alternate to Marcogids Dias Severini; and Walter Mendes de Olivéitho, as
alternate to Reginaldo Ferreira Alexandre.
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DESCRIPTION OF THE NOTES

BRF S.A. (the “Issuer”), aociedade anénimgorporation) organized under the laws of the Fatie
Republic of Brazil (“Brazil”), will issue €500,00000 aggregate principal amount of 2.750% senicesdtie 2022
(the “notes”) under an indenture to be dated asioé 3, 2015 (the “indenture”), among the Issuleg Bank of
New York Mellon, as trustee (the “trustee”), registand paying agent and transfer agent, The BaNew York
Mellon (Luxembourg) S.A., as Luxembourg paying agerd transfer agent, the Bank of New York Mellon,
London Branch, as London paying agent, and The Bahlew York Mellon Trust (Japan), Ltd., as priralip
paying agent.

The following is a summary of the material prowissf the indenture. It does not include all of phevisions
of the indenture. You are urged to read the inderthecause it, and not this summary, defines ygtts. The
terms of the notes include those stated in thenitutle. You can obtain a copy of the indenture ertranner
described under “Available Information” in this effng memorandum. You can find definitions of cierta
capitalized terms used in this section of thisrafig memorandum under “Certain Definitions.”

Until the notes have been paid, we will maintapegting agent, a registrar and a transfer agentin Xork
City and, if and for so long as the notes arediste the Luxembourg Stock Exchange for tradinghenBuro MTF
Market and the rules of the Luxembourg Stock Exgleaso require, we will maintain a paying agent adsfer
agent in respect of the notes in Luxembourg. Tingtde will initially act as paying agent, registaad transfer
agent for the notes. You may present notes fostiegion of transfer and exchange at the officahefegistrar,
which initially will be the trustee’s corporate $twffice in New York City. No service fee will lsbharged for any
registration of transfer or exchange or redemptifomotes, but we may require payment in certaioucirstances of
a sum sufficient to cover any tax or other governitalecharge that may be imposed in connection wWitreWe
may change any paying agent, registrar or tragfent without prior notice to holders. We will prothy provide
notice of the termination or appointment of anyipgyagent, registrar or transfer agent, or of dmnge in the
office of any paying agent, registrar or transigerst as described under “—Notices.” At our optier,may pay
interest, Additional Amounts, if any, and princiggahd premium, if any) at the trustee’s principaiporate trust
office in New York City or by check mailed to thegistered address of each holder.

Brief Description of the Notes
The Notes
The notes will:
* be the senior unsecured obligations of the Issuer;
» initially be issued in an aggregate principal ani@fr€500.0 million;
* bear interest at an annual rate of 2.750%;
* mature at 100% of their principal amount on Jun2022;

* beissued in fully registered form without coupdangninimum denominations of €100,000 and integral
multiples of €1,000 in excess thereof;

» rank equally in right of payment with all existiagd future senior unsecured Indebtedness of therlss
(other than obligations preferred by statute oopgration of law); and

» rank senior in right of payment to all existing datlire Indebtedness that is subordinated to tiesno

As of March 31, 2015, the Issuer had consolidattal indebtedness of R$12,721.9 million (US$3,965.7
million). Of the Issuer’s consolidated total indetihess, the Issuer had (1) R$971.8 million (U.22&8fillion) of
secured indebtedness on an unconsolidated baghidb the notes will be effectively subordinated #8)
R$9,812.2 million (U.S.$3,058.7 million) of unseedrindebtedness on an unconsolidated basis, whilcramk
equally in right of payment with the notes; and sier’'s Subsidiaries had R$1,937.9 million (UsB41 million)
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of total indebtedness (excluding trade payablesirtedcompany liabilities), all of which will bersicturally senior
to the notes. As of March 31, 2015, the investmentise Issuer’s Subsidiaries amounted to R$5, 1d#l&n,
representing 13.9% of the Issuer’s consolidateal titsets and 34.6% of its consolidated sharetsdldguity.

Although the indenture will limit the incurrencelakens on the assets of the Issuer and its Subsdjahese
limitations are subject to significant exceptiolmsaddition, the indenture does not impose anytéition on the
incurrence of Indebtedness, the making of investsenrestricted payments, including the paymemtivitiends or
distributions in respect of Share Capital, by tssuer or any Subsidiary of the Issuer.

The Issuer’s Subsidiaries will be subject to thstrietive covenants of the indenture. However, urgtazilian
law, holders will not have any claim against thd$diaries of the Issuer and, in the event of &haptcy,
liquidation or reorganization of any Subsidiari®sch Subsidiaries will pay creditors holding traeibt and their
trade creditors before they will be able to disttébany of their assets to the Issuer.

Principal, Maturity and Interest

The Issuer will issue the notes in fully registefeuin without coupons, in minimum denominations of
€100,000 and integral multiples of €1,000 in exthsseof. The notes will be unlimited in aggregatiecipal
amount and will be issued in an initial aggregateqggpal amount of €500.0 million.

The notes will mature on June 3, 2022 (the “StMatlrity Date”). On that date, the Issuer will ghg
registered holders of the notes the principal amthereof in euros.

Interest on the notes will accrue from June 3, 2ft1the rate of 2.750% per annum and will be dwkpayable
annually in arrears on each June 3, commencingio@ 3, 2016 to the Persons who are registered risciti¢he
close of business on each business day immedatetyding the applicable interest payment datetfven®r not a
Target Settlement Day). Interest on the notesamitrue from the most recent date to which intdrastbeen paid
or, if no interest has been paid, from and inclgdhre Issue Date. The Issuer will pay interestwerdue principal
at 1.00% per annum in excess of the above ratevdinply interest on overdue installments of instrat such
higher rate, in each case to the extent permityegpblicable law. Interest on the notes will begiag in euros.
Interest will be computed on the basis of a 365yd=y or a 366-day year, as applicable, and thebgtimber of
days elapsed.

Additional Notes

The Issuer may from time to time and without thesemt of holders of the notes issue additionalsote
(“Additional Notes”). The notes and any Additioribtes will be substantially identical other thar thsue price,
issuance dates and the dates from which interdishagirue. Unless the context otherwise requirasall purposes
of the indenture and this “Description of the Ngtesferences to the notes include any Additionatdd that may
be issued. If any Additional Notes are not fungibith the notes for U.S. federal income tax purgpsech
Additional Notes will have a different ISIN numbarnumbers and will be represented by a differéstiaj note or
notes.

Redemption
Optional Redemption

The Issuer may redeem the notes, in whole or i) @aany time after June 3, 2016 at a redemptime gqual
to the greater of (1) 100% of principal amount #oérand (2) the sum of the present values, cakxilas of the
redemption date, of the remaining scheduled paysnaririncipal and interest thereon (exclusivendétiest
accrued to the redemption date) due after the rptiemdate through the Stated Maturity Date, disted to the
redemption date on an annual basis (assuming @&pyear or a 366-day year, as applicable, anddhel
number of days elapsed) at the Comparable GovernBogrd Rate plus 40 basis points, plus in each aeseied
and unpaid interest thereon and Additional Amouhemy, to the redemption date. Any redemptiomates by the
Issuer pursuant to this paragraph will be subjeeither (1) there being at least €100.0 millioagyregate
principal amount of notes (including any AdditiomNdtes) outstanding after such redemption or (@)i$suer
redeeming all the then outstanding principal amadfithe notes.
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No such redemption shall be effective unless artitlthie trustee receives the amount payable updamgtion
as set forth above.

Any notice of optional redemption will be made tests than 30 days or more than 60 days before the
redemption date. All notices will be given in aatance with the provision set out under “—Noticeslow.

If less than all of the notes are to be redeemedhatime, the trustee will select notes for redeéompon a pro
rata basis, by lot or by such method as the trugteens fair and appropriate; provided, howevet,ttieselection
of notes held in global form shall be in accordawita the applicable procedures of the depositiéithe notes are
to be redeemed in part only, the notice of redeonpiiill state the principal amount of the noted thdo be
redeemed. A new note in principal amount equahéounredeemed portion of the original note wilidsied in the
name of the holder of the note upon cancellatiath@foriginal note. Unless the Issuer defaultsaiynpent of the
redemption price, on and after the redemption itdéeest will cease to accrue on the notes or @ustthereof
called for redemption.

Redemption for Tax Reasons

The Issuer may redeem the notes, in whole butnpait, upon notice of not less than 30 nor moae 60
days, at a redemption price equal to 100% of tireejpal amount thereof, plus accrued and unpaetast (subject
to the right of holders of record on the relevadord date to receive interest due on the relansgriest payment
date) and Additional Amounts, if any, to the redéopdate, if as a result of:

(1) any amendment to, or change in, the laws atig® (or any regulations or rulings promulgated
thereunder) of a Taxing Jurisdiction (as definedanri—Additional Amounts” below); or

(2) any amendment to or change in an official jortetation or application regarding such laws,
treaties, regulations or rulings (including a detieation by a court of competent jurisdiction),

which amendment or change becomes effective oftarthe Issue Date, the Issuer has become or waddme
obligated to pay, on the next date on which anywahweould be payable with respect to the notes Aadditional
Amounts in excess of those attributable to a Biaazivithholding tax rate of 15%, or 25% in the cata “Non-
Resident Holder” of the notes resident or domicited “tax haven jurisdiction” (each as defined aedcribed in
“Taxation—Brazilian Taxation”), determined withauwigard to any interest, fees, penalties or otheitiads to tax
and the Issuer determines in good faith that sidigation cannot be avoided by the use of reasenalalasures
available to the Issuer (including, without limitat, by changing the jurisdiction from which ordligh which
payment is made, to the extent such change wouddrbasonable measure in light of the circumstgnpesvided
that:

(a) no such notice of redemption may be given eratttian 60 days prior to the earliest date on which
the Issuer would be obligated to pay such Addifiémaounts were a payment in respect of the notes tue
and payable, and

(b) at the time such notice is given, such oblgato pay such Additional Amounts remains in effect

No such redemption shall be effective unless artitlthie trustee receives the amount payable updemgtion
as set forth above.

Immediately prior to the delivery of any noticeretlemption to the holders pursuant to this prowmisibe
Issuer will deliver to the trustee:

0] an Officers’ Certificate (A) stating that thesuer is entitled to effect such redemption, (Bjrep
forth a statement of facts showing that the coadgiprecedent to the right of the Issuer to soardeave
occurred, and (C) stating that all governmentaleygds, if any, necessary to effect such redemgteore been
obtained and are in full force and effect; and

(i) an Opinion of Counsel in the relevant Taxingiddiction (as such term is defined under “—
Additional Amounts” below) to the effect that (A)e Issuer has or will become obligated to pay such
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Additional Amounts as a result of such amendmermrthange and (B) all governmental approvals, if any,
necessary to effect such redemption have beemelotaind are in full force and effect.

Any notice of redemption pursuant to this proviswatl be irrevocable.

The foregoing provisions will apply mutatis mutasth the laws and official interpretations or apgtions of
any jurisdiction in which any successor permittader “Covenants—Merger, Consolidation and Salessfes” or
Substituted Issuer (as described under “Substitutfdhe Issuer”) is organized, but only with resipto events
arising after the date of succession or substitutio

No Mandatory Redemption or Sinking Fund

The Issuer is not required to make any mandatatgmgtion or sinking fund payments with respech t
notes.

Open Market Purchases

The Issuer or its Affiliates may at any time anhfrtime to time purchase notes in the open market o
otherwise. Any such repurchased notes will notdseld other than in compliance with applicable nesments or
exemptions under the relevant securities laws.

Additional Amounts

All payments made by the Issuer under, or witheesfo, the notes will be made free and clearmad, without
withholding or deduction for or on account of, grgsent or future tax, duty, levy, impost, assessmoeother
governmental charge (including penalties, inteaest other liabilities related thereto) (collectiyelTaxes”)
imposed or levied by or on behalf of Brazil or anlyer jurisdiction in which the Issuer is organizeds a resident
for tax purposes or within or through which paymisnhade or any political subdivision or taxinglheority or
agency thereof or therein (each, a “Taxing Jurtszht) unless the Issuer is required to withholddeduct Taxes by
law or by the official interpretation or adminigicm thereof.

If the Issuer is so required to withhold or dedarcy amount for, or on account of, such Taxes fram a
payment made under or with respect to the notedssuer will pay such additional amounts (*Additb
Amounts”) as may be necessary so that the net amecsived by each holder or beneficial owner (idaig
Additional Amounts) after such withholding or detlan will not be less than the amount such holadsemeficial
owner would have received if such Taxes had nat beguired to be withheld or deducted; providedyéwer, that
the foregoing obligation to pay Additional Amouises not apply to:

(1) any Taxes that would not have been so impogetbbthe existence of any present or former
connection between the relevant holder or benéfwimer (or between a fiduciary, settlor, benefigja
member or shareholder of, or possessor of powertheaelevant holder or beneficial owner, if tle&erant
holder or beneficial owner is an estate, nominest.tpartnership, limited liability company or poration)
and the relevant Taxing Jurisdiction (other thamrtiere receipt of such payment or the ownershilating of
or the execution, delivery, registration or enfoneat of such note);

(2) any estate, inheritance, gift, sales, excrs@sfer, personal property tax or similar Taxes;

3) any Taxes payable otherwise than by deductiamitbholding from payments of principal of,
premium, if any, or interest on, such note;

4) any Taxes that would not have been so impogeébbthe presentation of such notes (where
presentation is required) for payment on a dateerttaan 30 days after the date on which such paylemame
due and payable or the date on which payment thierealy provided for, whichever is later, excépthe
extent that the holder or beneficial owner themeotlld have been entitled to Additional Amounts ftfaeinotes
been presented for payment on any date during3tay period;

(5) any Taxes that would not have been so impdsbe holder or beneficial owner of the note had
made a declaration of non-residence or any otlagmabr filing for exemption to which it is entitldgrovided
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that (a) such declaration of nonresidence or attam or filing for exemption is required by thepdipable

law, regulations or administrative practice of Trexing Jurisdiction as a precondition to exempfrom the
requirement to deduct or withhold all or part oflsTaxes and (b) at least 30 days prior to thegagment
date with respect to which such declaration of residence or other claim or filing for exemptionmesguired
under the applicable law, regulations or adminiistegpractice of the Taxing Jurisdiction, the relet/holder or
beneficial owner at that time has been notifiedh®ylssuer or any other person through whom paymerytbe
made, that a declaration of non-residence or aa@n or filing for exemption is required to be neyd

(6) any payment to a holder of a note that is adiiary or partnership or any Person other than the
sole beneficial owner of such payment or noteh&oextent that a beneficiary or settlor with respesuch
fiduciary, a member of such partnership or the beiaéowner of such payment or note would not hheen
entitled to the Additional Amounts had such benefig settlor, member or beneficial owner beenatieal
holder of such note;

@) any withholding or deduction that is requirecbe made pursuant to the European Union
Directive on the taxation of savings income (théréotive”) implementing the conclusions of the Buean
Council of Economic and Finance Ministers (ECOHRMNeting on November 26-27, 2000, or any law
implementing or complying with, or introduced irder to conform to, such Directive;

(8) any Taxes imposed in connection with a noteqaeed for payment by or on behalf of a holder or
beneficial owner who would have been able to asaich Taxes by presenting the relevant note to anoth
paying agent in a member state of the Europeannhtbe holder is a resident of the European Uriicortax
purposes; or

(9) any Taxes imposed pursuant to Sections 14dudgh 1474 of the United States Internal Revenue
Code of 1986, as amended (the “Code”), any cuoehiture regulations or official interpretatiometeof, any
similar law or regulation adopted pursuant to aargovernmental agreement between a non-U.S. jctiizal
and the United States with respect to the foregoimany agreements entered into pursuant to Section
1471(b)(1) of the Code (collectively, “FATCA”).

Such Additional Amounts will also not be payableandy had the beneficial owner of the note beemdthaer
of the note, it would not have been entitled tonpegt of Additional Amounts by reason of any combioraof
clauses (1) to (9), inclusive, above.

The foregoing provisions will survive any termircgttior discharge of the indenture and will apply atist
mutandis to any Taxing Jurisdiction with respecany successor Person to the Issuer. The Issudiwilake such
withholding or deduction of applicable Taxes angdrémit the full amount deducted or withheld te ttelevant
Taxing Jurisdiction in accordance with applicalaie.| The Issuer will use all reasonable effortshiim certified
copies of tax receipts evidencing the payment gfleaxes so deducted or withheld from each Taximgsdiction
imposing such Taxes and will furnish such certiftegies to the trustee within 30 days after the tlee payment of
any Taxes so deducted or so withheld is due putsoapplicable law or, if such tax receipts arémasonably
available, furnish such other documentation thaviples reasonable evidence of such payment.

At least 30 days prior to each date on which aryyn@mt under or with respect to the notes is duepaydble
(unless such obligation to pay Additional Amourntses shortly before or after the 30th day priostoh date, in
which case it shall be promptly thereafter), if thguer will be obligated to pay Additional Amoumiith respect to
such payment, the Issuer will deliver to the tresia Officers’ Certificate, among other thingstistathat such
Additional Amounts will be payable and the amowstpayable and will set forth such other informati@cessary
to enable the trustee to pay such Additional Amstntolders of notes on the payment date. Eadh Qfficers’
Certificate shall be relied upon until receipt dhigther Officers’ Certificate addressing such rest

The Issuer will pay any present or future stangmsfer, court or documentary taxes, or any otheiseor
property taxes, charges or similar levies or TaMesh arise in any jurisdiction from the initialeoution, delivery
or registration of the notes, the indenture or @tmer document or instrument in relation therettherenforcement
of the notes following the occurrence and durirg¢bntinuance of any Default, excluding all suclkéga charges
or similar levies imposed by any jurisdiction otliean a Taxing Jurisdiction unless resulting fromequired to be
paid in connection with, the enforcement of theeimdre or notes or any other document or instrurimergiation
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thereto following the occurrence and during thetioorance of any Default, and the Issuer will ageemdemnify
the holders and beneficial owners of the notestlaadrustee for any such Taxes, charges or sitelés paid by
such holders or beneficial owners or the trustee.

Whenever in this offering memorandum, the indenturthe notes there is any reference to the payofent
principal, premium, if any, or interest, or any@&tlamount payable under or with respect to thesnoyahe Issuer,
such reference will be deemed to include mentiah@fpayment of Additional Amounts to the extemit tfin such
context, Additional Amounts are, were or would lagygble in respect thereof.

Covenants

The following covenants will, so long as any of tiates remains outstanding, apply to the Issueitand
Subsidiaries.

Limitation on Liens

The Issuer will not, and will not cause or permrmy @f its Subsidiaries to, directly or indirectbyeate, incur,
assume or permit or suffer to exist any Lien, othan a Permitted Lien, of any kind against or upon Property
or assets of the Issuer or any of its Subsidiaviesther owned on the Issue Date or acquired dftetssue Date, or
any proceeds therefrom, or assign or otherwiseeypany right to receive income or profits therefrontess it has
made or will make effective provision whereby (2@ hotes will be secured by such Lien equally atalty with
(or prior to, in the event such Indebtedness igslibated in right of payment to the notes) alleotindebtedness of
the Issuer or any Subsidiary secured by such Lieih(B) if such Lien secures obligations subordidatethe notes
in right of payment, such Lien will be subordinatedh Lien securing the notes in the same Properthhat securing
such Lien to the same extent as such subordinateghtions are subordinated to the notes. Any ldexated for the
benefit of the holders of the notes pursuant tqtieeeding sentence will provide by its terms thath Lien will be
automatically and unconditionally released andhdisged upon release and discharge of the inite.Li

Limitation on Sale and Leaseback Transactions

The Issuer will not, and will not permit any of Beibsidiaries to, enter into any sale and leasetvackaction;
provided, however, that the Issuer or any Subgidizay enter into a sale and leaseback transadtion i

(1) the Issuer or that Subsidiary, as applicaldaldchave incurred a Lien to secure such Indeb&sine
pursuant to the covenant described above under fhithiion on Liens”; and

(2) the gross cash proceeds and/or Fair Markete/allany Property received in connection with
such sale and leaseback transaction are at laaasttecthe Fair Market Value, as set forth in aficefs’
Certificate delivered to the trustee, of the Prop#rat is the subject of such transaction.

Merger, Consolidation and Sale of Assets

The Issuer will not, in a single transaction oliesenf related transactions, consolidate or meigle av into any
Person, or sell, assign, transfer, lease, conveyharwise dispose of (or cause or permit any $lidosi of the
Issuer to sell, assign, transfer, lease, convejtm@rwise dispose of) all or substantially alltsfassets (determined
on a consolidated basis) whether as an entiretylostantially as an entirety to any Person unless:

(1) either the Issuer will be the surviving or dontng corporation or the Person (if other than the
Issuer) formed by such consolidation or into witloh Issuer is merged or the Person which acquyreslie,
assignment, transfer, lease, conveyance or oteposition the properties and assets of the Isandrpf the
Issuer’s Subsidiaries, substantially as an ent{tbey “Surviving Entity”):

(a) will be a Person organized and validly existimgler the laws of Brazil, the United States
of America, any state thereof or the District of@obia, or any other country that is a member
country of the European Union or of the Organisaf@ Economic Co-operation and Development
(OECD) on the date of the indenture; and
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(b) will expressly assume, by supplemental indenfur form and substance reasonably
satisfactory to the trustee), executed and deliveyehe trustee, the due and punctual performahce
every covenant of the notes and the indenture @pdit of the Issuer to be performed or observed
thereunder (including the payment of Additional Amts, subject to the same exceptions as set forth
under “—Additional Amounts”);

(2) immediately after giving effect to such trartgatand the assumption contemplated by clause
(2)(b) above (including, without limitation, givirgffect to any Indebtedness and Acquired Indebtegine
incurred or anticipated to be incurred and any Igeanted in connection with or in respect of tlamgaction),
no Default or Event of Default will have occurredbe continuing;

3 the Issuer or the Surviving Entity will havdidered to the trustee an Officers’ Certificate amd
Opinion of Counsel, each stating that such conatibd, merger, sale, assignment, transfer, leaseegance
or other disposition and, if a supplemental indemts required in connection with such transactsuch
supplemental indenture comply with the applicabl®/isions of the indenture and that all conditipnscedent
in the indenture relating to such transaction Haaen satisfied; and

4) the Issuer or the Surviving Entity agrees teimnify each holder and beneficial owner of the
notes against any tax, assessment or governméataecthereafter imposed on such holder or beagbeiner
of the notes solely as a consequence of such ¢dasoh, merger, sale, assignment, transfer, lease,
conveyance, or other disposition with respect éogayment of principal of, or interest on, the sote

For purposes of the foregoing, the transfer (bgdeassignment, sale or otherwise, in a singlsaetion or
series of transactions) of all or substantiallyoalihe properties or assets of one or more Sud#di of the Issuer,
the Share Capital of which constitutes all or satsally all of the properties and assets of ttseids, will be
deemed to be the transfer of all or substantidllgfahe properties and assets of the Issuer.

The indenture will provide that upon any consolidlat combination or merger or any transfer of all o
substantially all of the assets of the Issuer toedance with the foregoing, in which the Issuerasthe surviving
or the continuing corporation, the successor Pei@oned by such consolidation or into which theussis merged
or to which such conveyance, lease or transferaidawill succeed to, and be substituted for, anylenarcise
every right and power of, the Issuer under thentule and the notes with the same effect as if suchiving entity
had been named as such. Upon such substitutiorsgher will be released from its obligations untther indenture.

Notwithstanding anything to the contrary in theefgoing, so long as no event or condition that, Withgiving
of notice, the lapse of time or failure to satiséytain specified conditions, or any combinatiogréof, would
constitute an Event of Default under the indenturrthe notes or an Event of Default will have ocedrand be
continuing at the time of such proposed transaaiorould result therefrom, any merger or consoiataof the
Issuer with an Affiliate organized solely for therpose of reincorporating the Issuer in anothasdgliction need
only comply with clauses (1) and (4) of the firarggraph of this covenant.

Reports to Holders

The Issuer will provide or make available to thestee the following reports (and will also provitie trustee
with electronic versions or, in lieu thereof, sciffint copies of the following reports referredncalauses (1)
through (5) below for distribution, at the Issuesigense, to all holders of the notes):

(1) within 120 days following the end of each fispear of the Issuer after the Issue Date, English
language versions of the audited annual finantaéments (including the notes thereto) that teedsor its
Subsidiaries file with CVM, prepared in accordamitn GAAP and presented in the English languagé tine
Issuer is no longer required to file such finanstatements, financial statements meeting the regents of
CVM on the Issue Date and accompanied by an opiofiamternationally recognized independent public
accountants selected by the Issuer, which opirliafi be in accordance with generally accepted angglit
standards in Brazil;

(2) within 60 days following the end of the firbrée fiscal quarters in each fiscal year of thadss
beginning with the quarter ending after the IssageDall quarterly financial statements (includihg notes
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thereto) that the Issuer or its Subsidiaries fiian W VM, prepared in accordance with GAAP and pnéseé in
the English language and accompanied by a “spesi@w” (revisdo especidreport of internationally
recognized independent public accountants seléstélde Issuer or, if the Issuer is no longer resplio file
such financial statements, financial statementdingethe requirements of the CVM on the Issue Date;

3) without duplication, English language versiansummaries of such other reports or notices as
may be filed or submitted by (and promptly aftéin§ or submission by) the Issuer with (a) the C\{l), the
Luxembourg Stock Exchange or any other stock exgphan which the notes may be listed or (c) the 8&C
each case, to the extent that any such reporttmenis generally available to its security holdershe public
in Brazil or elsewhere and, in the case of claayeg filed or submitted pursuant to Rule 12g3}2(hder, or
Section 13 or 15(d) of, the Exchange Act);

4) simultaneously with the delivery of the auditathual financial statements referred to in clgliye
above, an Officers’ Certificate from the Issuetistawhether a Default or Event of Default existstbe date
of such certificate and, if a Default or Event @fBult exists, setting forth the details thered #re action
which the Issuer is taking or proposes to take vatipect thereto; and

(5) for so long as the notes are “restricted s#estiwithin the meaning of Rule 144(a)(3) undez th
Securities Act, the Issuer will furnish to any halar to any prospective purchaser designated diy lsalder,
upon request of such holder, any financial andratifermation (to the extent not otherwise provigrasuant
as set forth above) described in Rule 144A(d)(4)enrthe Securities Act with respect to the Issuaerits
Subsidiaries to the extent required in order torpiesuch holder to comply with Rule 144A with resp® any
resale of its notes unless, during that time, #sedr is subject to the reporting requirementsofién 13 or
15(d) of the Exchange Act, or is exempt from rejpgrpursuant to Rule 12g3-2(b) under the ExchangfeaAd
no such information about the Issuer is otherwgspired pursuant to Rule 144A.

As an alternative to providing the trustee andnblelers of the notes with the information describbdve, the
Issuer may post copies of such information on asitelmaintained by or on behalf of the Issuer owjate
substantially comparable public availability of Bunformation. Delivery to the trustee and the leotdof notice as
provided under “—Notices” of the availability ofdlinformation described above on a website maiathby or on
behalf of the Issuer will constitute delivery othunformation to the holders for purposes of theReports to
Holders” covenant. Delivery of the above reporti¢othan paragraph (4) above) to the trustee imformational
purposes only, and the trustee’s receipt of sugbrts will not constitute actual or constructiveio® of any
information contained therein or determinable friaformation contained therein, including the Isssieompliance
with any of its covenants in the indenture (as lhaclv the trustee is entitled to rely exclusively@fiicers’
Certificates).

If, and for so long as, the notes are listed orLtireembourg Stock Exchange for trading on the BTd-
Market and the rules of the Luxembourg Stock Exgleaso require, the above information will also tzdm
available in Luxembourg through the offices of faging agent in Luxembourg. See “—Paying Agentgiftear
and Transfer Agents; Listing Agent.”

U.S. Dollar Equivalent
For purposes of determining compliance with anyec@nt in the indenture that is limited or otherwisters to
a specified amount of U.S. dollars, the amounthgfi'em denominated in a currency other than UdBars will be
the U.S. Dollar Equivalent of such item.
Additional Covenants
The indenture will contain affirmative covenantshwiespect to, among other things, the followingdtera:

(1) payment of principal and interest, (2) paymafrtixes and other claims, (3) maintenance of ptEse
(4) maintenance of corporate existence and (5) tera@mce of insurance.
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Substitution of the Issuer

The Issuer may, without the consent of any hold#h@notes, be replaced and substituted by amgtdar
indirect Wholly-Owned Subsidiary as principal detitorespect of the notes (in that capacity, thebSituted
Issuer”); provided that the following condition®asatisfied:

(1) such documents will be executed by the Substitisgaer, the Issuer and the trustee as may be
necessary to give full effect to the substitutiocjuding a supplemental indenture under whichShbstituted
Issuer assumes all of the Issuer’s obligations wtideindenture and the notes (the “Issuer Subistitu
Documents”); and pursuant to which the Substitigsder shall undertake in favor of each holder tthstee
and the agents to be bound by the terms and conslitif the notes and the provisions of the indenasrfully
as if the Substituted Issuer had been named indtes and the indenture as the principal debtoespect of
the notes in place of the Issuer (or any previabsttute) and pursuant to which the Issuer shall
unconditionally and irrevocably guarantee (the “(aBnéee”) in favor of each holder the payment ofaths
payable by the Substituted Issuer as such prindgdatior on the same terms mutatis mutandis asaties,rand
the covenants and events of default shall contio@gply to the Issuer in respect of the note$ las such
substitution had occurred, it being the intent thatrights of holders in respect of the notesldleaunaffected
by such substitution;

(2) if the Substituted Issuer is organized in a jugidn other than Brazil, the Issuer Substitution
Documents will contain covenants (1) to ensure ¢aah holder of the notes has the benefit of ananviein
terms corresponding to the obligations of the Isgueespect of the payment of Additional Amouriiat(
replacing references to Brazil with referencesuithsother jurisdiction); and (2) to indemnify edablder and
beneficial owner of the notes against all taxeduties (other than taxes or duties imposed purdoadffTCA)
(x) which are imposed by the jurisdiction in whitte Substituted Issuer is organized (including @aaiitical
subdivision or taxing authority thereof) and atigereason of a law or regulation in effect or compéated on
the effective date of the substitution, to the ekgeich taxes or duties are incurred or leviedresgauch holder
or beneficial owner of the notes as a result ofstiiestitution and would not have been so incurrddwed had
the substitution not been made or (y) which areosepd on such holder or beneficial owner of thesbteany
country (including any political subdivision or tag authority thereof) in which such holder or birial
owner of the notes resides or is subject to taa nat income basis and which would not have beemgosed
had the substitution not been made; provided #matholder or beneficial owner making a claim wikspect
to such tax indemnity shall provide the Substitugstier with notice of such claim, along with supipg
documentation, within 30 days of the announcemetiteosubstitution of the Issuer;

3) the Issuer shall have delivered, or procured thigetg, to the trustee of a legal opinion from a
firm of lawyers in the country of incorporationtbie Substituted Issuer, to the effect that theeisSubstitution
Documents constitute legal, valid and binding addions of the Substituted Issuer;

4) the Issuer shall have delivered, or procured thigetg, to the trustee of a legal opinion from a
firm of Brazilian lawyers acting for the Issuerthe effect that the Issuer Substitution Documeatsstitute
legal, valid and binding obligations of the Issuer;

(5) the Issuer shall have delivered, or procured thigets, to the trustee of a legal opinion from a
leading firm of New York lawyers to the effect thlae Issuer Substitution Documents constitute |egdid
and binding obligations of the parties thereto uridew York law;

(6) the Substituted Issuer shall have appointed a psaggent in the Borough of Manhattan, the City
of New York to receive service of process on itisddein relation to any legal action or proceediagsing out
of or in connection with the notes or the Issudpssitution Documents;

(7 there will be no outstanding Event of Default ispect of the notes; and
(8) the substitution will comply with all applicablequrements under the laws of Brazil.

Upon the execution of the Issuer Substitution Doents as referred to in paragraph (a)(i) above, the
Substituted Issuer shall be deemed to be naméeindtes as the principal debtor in place of teeds(or of any
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previous substitute under these provisions) anadtes shall thereupon be deemed to be amendéekteftect to
the substitution. Except as set forth above, tleewon of the Issuer Substitution Documents shyadirate to
release the Issuer (or such previous substituséoassaid) from all its obligations, other thanGsarantee, in
respect of the notes and its obligation to indeynthié trustee and agents under the Indenture.

The Issuer Substitution Documents shall be depbsitéh and held by the trustee for so long as aateN
remains outstanding and for so long as any claimenagainst the Substituted Issuer or the Issuaniholder in
relation to the notes or the Issuer Substitutioscudeents shall not have been finally adjudicatettleskor
discharged.

Not later than 10 business days after the execwofitine Issuer Substitution Documents, the Sultetitissuer
shall give notice thereof to the holders in accoogawith the provisions described in the indenture.

Holders are urged to consult their tax advisoramgigg any potential adverse tax consequencesngatresult
from a substitution of the Issuer.

Events of Default

The following events will be “Events of Default” der the indenture:

(1) any failure to pay the principal of or premiufrany, on any notes, when such principal becomes

due and payable, at maturity, upon redemption logretise;

(2) any failure to pay interest and Additional Amdsj if any, on any notes or any other amount
(other than principal for the notes) when the saemmes due and payable, and the default contfouas
period of 30 days;

3) any failure to comply with “—Merger, Consolitat and Sale of Assets:”

4) a default in the observance or performancengfaiher covenant or agreement contained in the
indenture (other than the payment of the prinogbar premium, if any, or interest and AdditionahAunts, if
any, on any note), which default continues for @qoeof 60 days after the Issuer receives writtetice
specifying the default (and demanding that suchuebe remedied) from the trustee or the holdEed keast
25% of the outstanding principal amount of the adt@th a copy to the trustee if given by the holde

(5) any failure to pay at final maturity (givingfe€t to any applicable grace periods and any
extensions thereof) the principal amount of anyebiddness of the Issuer or any of its Subsidiaoiethe
acceleration of the final stated maturity of angtsindebtedness if the aggregate principal amousiich
Indebtedness, together with the principal amourtngfother such Indebtedness in default for faitarpay
principal at final maturity or which has been aecated, aggregates U.S.$150.0 million or more \atiame;

(6) one or more judgments in an aggregate amowerdass of U.S.$150.0 million shall have been
rendered against the Issuer or any of its Subsdigother than any judgment as to which a repetabt
solvent third-party insurer has accepted full cagey) and such judgments remain undischarged, uopaid
unstayed for a period of 60 days after such judgrmmejudgments become final and nonappealable;

(7 the Issuer or any Significant Subsidiary s@llapply for or consent to the appointment of a
receiver, trustee, liquidator or similar officialrfall or any substantial part of the Propertyhaf tssuer or such
Significant Subsidiary, (b) make a general assigrirfer the benefit of the creditors of the Issuesach
Significant Subsidiary, (c) be adjudicated bankr(decretacéo de faléndiar insolvent, (d) file a voluntary
petition in bankruptcy or a petition seeking judlaieorganizationpedido de recuperagéo judic)akeeking
extrajudicial reorganizatiorpédido de recuperacao extrajudigiabr seeking to take advantage of any
applicable insolvency law, (e) file any answer &timg the allegations of a petition filed agairtet issuer or
such Significant Subsidiary in any bankruptcy, gemization or insolvency proceeding, or (f) takg an
corporate action for the purpose of effecting aihe foregoing under Brazilian Law No. 11,101/0%ay
other applicable law;
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(8) without its application, approval or consenpraceeding shall be instituted in any court of
competent jurisdiction, seeking in respect of tsuér or any Significant Subsidiary adjudicatiobamkruptcy
(decretagédo de faléndiadissolution, winding-up, liquidation, a compasit, arrangement with creditors,
readjustment of debt, the appointment of a trusemsiver, administrador, liquidator or similarioil for the
Issuer or such Significant Subsidiary or other l&kef under any applicable bankruptcy or insolsetaw; and
either (a) such proceeding shall not be activehtested by the Issuer or such Significant Subsidiagood
faith, or (b) such proceedings shall continue ungised for any period of 90 consecutive days, pariy
conclusive order, judgment or decree shall be edtby any court of competent jurisdiction to effaiy of the
foregoing;

9 the Issuer or any Significant Subsidiary ske#ise or threaten to cease to carry out its bissines
except (i) in the case of a Significant Subsidiarwinding-up, dissolution or liquidation for tharpose of and
followed by a consolidation, merger, conveyancteamsfer whereby the undertaking, business andsaste
such Significant Subsidiary are transferred totbewise vested in the Issuer or any of its subsies or
affiliates, or the terms of which shall have beppraved by a resolution of a meeting of the holder§i) a
voluntary winding-up, dissolution or liquidation afSignificant Subsidiary where there are surpisets in
such Significant Subsidiary attributable to theutssor any Significant Subsidiary, and such surpksets are
distributed to the Issuer or such Significant Sdiasy, as applicable;

(20) the Issuer or any Significant Subsidiary sbahvene a meeting for the purpose of proposing, o
otherwise propose or enter into, any compositioarmangement with its creditors or any group osgldereof,
or anything analogous to, or, having a substagtsthilar effect to, any of the events specifiedhis
paragraph (10) or in paragraph (7), (8) or (9) &bsivall occur in any jurisdiction;

(12) any event occurs that under the laws of Bazany political subdivision thereof has
substantially the same effect as any of the evefesred to in any of paragraphs (7), (8), (9)1@)( or

(12) any of the notes, the indenture or any reteof, shall cease to be in full force and eféeds
declared to be null and void and unenforceableadmissible in evidence in the courts of Brazilisdiound to
be invalid, or it becomes unlawful for the Issweperform any obligation thereunder or the Isshetl £ontest
the enforceability of or deny its obligations unttee indenture (other than by reason of releasedordance
with the terms of the indenture) or the Issuerlstwitest the enforceability of or deny its obligas under the
notes or the indenture.

If an Event of Default (other than an Event of Refapecified in clauses (7), (8), (9), (10) or&bove)
occurs and is continuing and has not been waitedirtistee or the holders of at least 25% in goadcimount of
outstanding notes may declare the principal offaediium, if any, accrued interest and AdditionaléAmts, if
any, on all the notes to be due and payable bgeaatiwriting to the Issuer and the trustee (ifegivwy the holders)
specifying the Event of Default and that it is @tine of acceleration” (the “Acceleration Noticednd the same
shall become immediately due and payable. All arteodoe and payable shall be paid in an amountrioseu

If an Event of Default specified in clause (7),, (@), (10) or (11) above occurs and is continuthgn all
unpaid principal of, and premium, if any, and aedrand unpaid interest and Additional Amountsnif,an all of
the outstanding notes shall ipso facto become arichinediately due and payable without any declamadr other
act on the part of the trustee or any holder.

The indenture will provide that, at any time aftetleclaration of acceleration with respect to thies as
described in the preceding paragraphs, the holdersnajority in principal amount of the outstargiimotes may
rescind and cancel such declaration and its coesegs:

(a) if the rescission would not conflict with amygpment or decree;

(b) if all existing Events of Default have beenenior waived except nonpayment of principal,
premium, if any, interest or Additional Amountsaify, that has become due solely because of tledeaation;
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(©) if the Issuer has paid or deposited with tlistee (to the extent the payment of such intesest i
lawful) interest on overdue installments of int¢r@asd overdue principal and premium, if any, andlifidnal
Amounts, if any, which has become due otherwise thasuch declaration of acceleration; and

(d) if the Issuer has paid or deposited with tluste’e compensation acceptable to the trustee and
reimbursed the documented expenses, disbursenmehéslgances of the trustee, its agents, and coundef
the indenture.

No such rescission will affect any subsequent Oefaumpair any right consequent thereto.

The holders of a majority in principal amount o thutstanding notes may waive any existing DefauEvent
of Default under the indenture, and its consequereeept a default in the payment of the prinagbar premium,
if any, interest or Additional Amounts, if any, any notes.

Holders may not enforce the indenture or the nexespt as provided in the indenture. The truste@der no
obligation to exercise any of its rights or powensler the indenture at the request, order or direcif any of the
holders, unless such holders have offered to tistge an indemnity acceptable to the trustee. &uigj¢he
provisions of the indenture and applicable law,Hbkelers of a majority in aggregate principal antafrthe then
outstanding notes have the right to direct the timethod and place of conducting any proceedingifigrremedy
available to the trustee or exercising any trugiawer conferred on the trustee.

The Issuer will be required, concurrently with isscoe of its audited annual financial statementijrtush to
the trustee at its principal corporate trust offité&lew York City annual statements as to the perfoce of its
obligations under the indenture and as to any #iefaguch performance. Under the indenture, tsads will be
required to provide an Officers’ Certificate to fhreustee at the trustee’s principal corporate toffste in New
York City promptly upon (and in any case within @ays of) any Officer obtaining knowledge of anyfaat or
Event of Default provided that such Officers’ Cetite shall be provided at least annually, whetrerot such
Officers know of any Default or Event of Defaulatthas occurred and, if applicable, describe susfadt or
Event of Default and the status thereof.

If a Default or an Event of Default occurs andastinuing, and a responsible officer of the trustas received
written notice thereof, the trustee shall notifgle&older as provided herein under “—Notices” & Default or
Event of Default within five days after receivingitten notice thereof; provided that except in tase of a Default
or an Event of Default in payment of principal of,premium, if any, or interest on any notes, tastee may
withhold the notice to the holders if a committé&®trust officers in good faith determines tiathholding the
notice is in the interests of the holders.

No Personal Liability of Directors, Officers, Employees and Shareholders

No past, present or future director, officer, emyplg incorporator, or shareholder of the Issuesuah, will
have any liability for any obligations of the Issumder the notes or the indenture or for any cleased on, in
respect of, or by reason of, such obligations eir ttreation. Each holder by accepting a note veaared releases all
such liability. The waiver and release are pathefconsideration for issuance of the notes. Theavanay not be
effective to waive liabilities under the U.S. fedlesecurities laws or under Brazilian corporate. |lhvs the view of
the SEC that such a waiver is against public policy

Legal Defeasance and Covenant Defeasance

The Issuer may, at its option and at any time tétebave its obligations discharged with respedhe
outstanding notes (“legal defeasance”). Legal defieee means that the Issuer will be deemed togwideand
discharged the entire Indebtedness representdtelyutstanding notes, except for:

(1) the rights of holders to receive payments speet of the principal of and premium, if any,
interest and Additional Amounts, if any, on theesotvhen such payments are due;

(2) the Issuer’s obligations with respect to thees@oncerning issuing temporary notes, registratio
of notes, mutilated, destroyed, lost or stolen siated the maintenance of an office or agency fgmpats;
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3) the rights, powers, trust, duties and immusitiéthe trustee and agents and the obligatioheof t
Issuer in connection therewith; and

(4) the legal defeasance provisions of the indentur

In addition, the Issuer may, at its option andmt@me, elect to have the obligations of the Issekeased with
respect to certain covenants that are describ#teimdenture (“covenant defeasance”) and thenearfitg omission
to comply with such obligations will not constitiaeDefault or Event of Default with respect to tiaes. In the
event covenant defeasance occurs, certain evasttg@tuding nonpayment, bankruptcy, receivership,
reorganization and insolvency events with respetie Issuer) described under “Events of Defaull’mo longer
constitute an Event of Default with respect torloges.

In order to exercise either legal defeasance oercant defeasance:

(a) the Issuer must irrevocably deposit with thustiee, in trust, for the benefit of the holdershdas
euros, noncallable Germ&undesanleihsecurities, or a combination thereof, in such am®and at such
times as will be sufficient, in the written opinioha nationally recognized firm of independent lpub
accountants delivered to the trustee, to pay timeipal of, premium, if any, interest and AdditibWemounts,
if any, on the notes on the stated date for payntaneof or on the applicable redemption datehashase may
be;

(b) in the case of legal defeasance, the Issuéhaife delivered to the trustee an Opinion of Celins
in the United States confirming that:

(1) the Issuer has received from, or there has pedfished by, the U.S. Internal Revenue
Service a ruling; or

(i) since the date of the indenture, there has lzeehange in the applicable U.S. federal
income tax law,

in either case to the effect that, and based thesaoh Opinion of Counsel will confirm that, the
holders and beneficial owners of the notes willreabgnize income, gain or loss for U.S. federal
income tax purposes as a result of such legal skefee and will be subject to U.S. federal incorme ta
in the same amounts, in the same manner and sathe times as would have been the case if such
legal defeasance had not occurred,;

(c) in the case of covenant defeasance, the Isgli¢rave delivered to the trustee an Opinion of
Counsel in the United States confirming that thieléxs and beneficial owners of the notes will restagnize
income, gain or loss for U.S. federal income tapppees as a result of such covenant defeasanaegilabd
subject to U.S. federal income tax in the same autsoin the same manner and at the same timesidd wo
have been the case if such covenant defeasancehadcurred,;

(d) no Default or Event of Default will have ocaedrand be continuing on the date of such deposit
pursuant to clause (a) of this paragraph;

(e) such legal defeasance or covenant defeasatic®tniesult in a breach of, or constitute a défau
under, any material agreement or instrument (dtreer the indenture) to which the Issuer or anysf i
Subsidiaries is a party or by which the Issuemgr@f its Subsidiaries is bound;

® the trustee will have received an Officers’ aate of the Issuer stating that the deposit wais
made with the intent of preferring the holders awey other creditors of the Issuer or with thenhisf
defeating, hindering, delaying or defrauding arheotcreditors of the Issuer or others; and

(9) the trustee will have received an Officers’ tflieate of the Issuer and an Opinion of Counsel,

each stating that all conditions precedent providear relating to the legal defeasance or theenawnt
defeasance, as the case may be, have been comjthed
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Satisfaction and Discharge

The indenture will be discharged and will ceasba®f further effect (except as to surviving rigigewers,
trust, duties and immunities of the trustee andhesger registration of transfer or exchange ofrtbtes, as expressly
provided for in the indenture) as to all outstagdiotes when:

1)

(2)
(3)

either:

(a) all the notes theretofore authenticated anigeteld (except lost, stolen or destroyed
notes which have been replaced or paid and nateghfose payment money has theretofore been
deposited in trust or segregated and held in byghe Issuer and thereafter repaid to the Issuer o
discharged from such trust) have been deliverd¢dedrustee for cancellation; or

(b) all notes not theretofore delivered to theteador cancellation (i) have become due and
payable, (ii) will become due and payable at th&ited maturity within one year or (jii) are to be
called for redemption within one year under arrangets reasonably satisfactory to the trustee, and
the Issuer has irrevocably deposited or caused teposited with the trustee funds in an amount
sufficient to pay and discharge the entire Indefésd on the notes not theretofore delivered to the
trustee for cancellation, for principal of, premiufrany, interest and Additional Amounts, if aroy)
the notes to the date of deposit (if amounts ae thue and payable) or to the redemption or mgturit
date together with irrevocable instructions frora bsuer directing the trustee to apply such fuods
the payment thereof at maturity or redemptionhascase may be;

the Issuer has paid all other sums payabl¢ liyder the indenture; and

the trustee will have received an Officers’ ifieate of the Issuer and an Opinion of Counsel

stating that all conditions precedent under themtare relating to the satisfaction and dischafgkee
indenture have been complied with.

Modification of the Indenture

From time to time, the Issuer and the trustee,autlthe consent of the holders, may amend, modify o
supplement the indenture and/or the notes:

1)
(2)
()

to cure any ambiguity, defect or inconsisteoagytained therein;
to provide for uncertificated notes in additionor in place of certificated notes;

to provide for the assumption of the Issuebbgations under the indenture and the notes in

accordance with the covenant described under “Gowsnr—Merger, Consolidation and Sales of Assets”;

4) to allow any Subsidiary or any other Persoguarantee the notes;

(5) to provide for the issuance of Additional Notesccordance with the indenture;

(6) to evidence the replacement of the trustee@sded for under the indenture;

(7 if necessary, in connection with any additiomedease of any security permitted under the
indenture;

(8) to conform the text of the indenture or theasdb any provision of this “Description of the

Notes” section to the extent that such provisiothia section was intended to be a verbatim recitaif a
provision of the indenture or the notes;

(9) to surrender any right conferred upon the Issue

(20) to comply with any requirements of the SECannection with any qualification of the indenture
under the U.S. Trust Indenture Act of 1939, as atednor
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(12) to make any other change that would provideaalditional rights or benefits to the holders or
that does not materially and adversely affect ifjiets of any such holder or beneficial owner urttier
indenture or the notes.

Other amendments of, modifications to and supplésterthe indenture and the notes may be madethéth
consent of the holders of a majority in principadaunt of the then outstanding notes issued undentienture,
except that, without the consent of each holdecstd thereby, no amendment may:

(a) reduce the percentage of the principal amolifiteonotes whose holders must consent to an
amendment, supplement or waiver of any provisiothefindenture or the notes;

(b) reduce the rate of or change or have the effiecthanging the time for payment of interest,
including defaulted interest, or Additional Amourifsany, on any notes;

(c) reduce the principal of or change or have ffexeof changing the fixed maturity of any notes,
change the date on which any notes may be sulbjeetiemption or reduce the redemption price therefo

(d) change the currency in which amounts due ipe@sof the notes are payable;

(e) make any change in provisions of the indenfijiqg otecting the right of each holder to receive
payment of principal of, premium, if any, interestd Additional Amounts, if any, on such note oraer the
due date thereof, (ii) protecting the right of eadifder to bring suit to enforce such paymentjigrgermitting
holders of a majority in outstanding principal ambaf notes to waive Defaults or Events of Default;

® subordinate the notes in right of payment tg ather Indebtedness of the Issuer or otherwise
affect the ranking of the notes in a manner adviersiee holders;

(9) release any security interest that may hava beanted in favor of the holders other than pursua
to the terms of such security interest;

(h) amend or modify the provisions described urtdeAdditional Amounts” or reduce the price
payable pursuant to a redemption made pursuart-fedemption—Redemption for Tax Reasons”; or

® make any change in the preceding amendmenwanckr provisions.

The consent of the holders will not be necessadguthe indenture to approve the particular forrarof
proposed amendment. It will be sufficient if sudmsent approves the substance of the proposed amandAfter
an amendment to the indenture pursuant to the direg@aragraph becomes effective, the Issuer willdguired to
give notice to the holders as provided under “—bstj” briefly describing such amendment. Any falto give
such notice to all holders, or any defect thenaifi,not impair or affect the validity of such andment.

In addition, under certain circumstances the hasldéa majority in principal amount of the notesstanding
may waive compliance with certain covenants andipians of the indenture. See “—Events of Default.”

Meetings of Holders

The indenture will contain provisions for convenimgetings of holders to consider matters affedtireiy
interest. A meeting of the holders may be callethiaytrustee, the Issuer or any Affiliate thereofiolders of at
least 10% in aggregate principal amount of thetaoting notes. The indenture will provide that satened by
the Issuer or its affiliates will be deemed notstartding for, among other purposes, consent tcacly
modification.

The quorum at any meeting called to adopt a rasolwtill be persons holding or representing a mgjon
aggregate outstanding principal amount of the nated at any adjourned meetings will be personditglor
representing 25% in aggregate principal amountich ®utstanding notes. Any instrument given byrobehalf of
any holder in connection with any consent to oeviot any such modification, amendment or waivel lvé
irrevocable once given and will be conclusive amdling on all subsequent holders of such note. Any
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modifications, amendments or waivers to the indentw to the terms and conditions of the notes lvélconclusive
and binding on all holders, whether or not theyehgiven such consent or were present at any meeting

Currency Indemnity

Euro is the sole currency of account and paymerdlfeums payable under the notes and the Indenfury
amount received or recovered in respect of thesnota currency other than euro (whether as atreuir of the
enforcement of, a judgment or order of a courtrof risdiction, in the winding up or dissolutioftbe Issuer, any
Subsidiary or otherwise) by a holder of the noteespect of any sum expressed to be due to sudarifoom the
Issuer will constitute a discharge of their obligatonly to the extent of the euro amount whichribapient is able
to purchase with the amount so received or recaviersuch other currency on the date of that réceipecovery
(or, if it is not possible to purchase euros ori tege, on the first date on which it is possibleld so). If the euro
amount that could be recovered following such &lpase is less than the euro amount expresseddioeh® the
recipient under any note, the Issuer will indemmiiig recipient against the cost of the recipiemtking a further
purchase of euros in an amount equal to such difter. For the purposes of this paragraph, it wilbfficient for
the holder of the notes to certify that it woulds@suffered a loss had the actual purchase of dé@ms made with
the amount so received in that other currency erdtite of receipt or recovery (or, if a purchaseurbs on that
date had not been possible, on the first date aohwhwould have been possible).

These indemnities, to the extent permitted by law:

e constitute separate and independent obligatioms fh@ Issuer’s other obligations;
» give rise to a separate and independent causeiafac

» apply irrespective of any waiver granted by anydkolof the notes; and

» will continue in full force and effect despite aother judgment, order, claim or proof for a liqueh
amount in respect of any sum due under any nad@yother judgment or order.

Governing Law

The indenture and the notes will be governed bgt,mstrued in accordance with, the laws of théeQia
New York.

Consent to Jurisdiction and Service of Process; Sekeign Immunity

The Issuer will irrevocably submit to the non-exsile jurisdiction of the courts of the State of N¢ark and
the federal courts of the United States, in easle séting in the Borough of Manhattan, the CityNefw York for
purposes of any suit, action or proceeding ingdun connection with the indenture or the notése [Esuer will
appoint National Corporate Research, Ltd., 10 E@tt Street, 10th Floor, New York, New York 100&8,its
authorized agent to accept service of processyirsach suit, action or proceeding. Such appointmeit be
irrevocable so long as any of the notes remainaudéng or until the irrevocable appointment ofiacessor agent.
In addition to the foregoing, the holders of natesy serve legal process in any other manner peaiiy
applicable law. The above provisions do not lirn@ tight of any holder or the trustee to bring antjon or
proceeding against either the Issuer or its Priggeirt other jurisdictions where jurisdiction islependently
established.

To the extent that the Issuer has or hereafterangyire or have attributed to it any sovereigntbeio
immunity under any law, the Issuer will agree towsato the fullest extent permitted by law, suehiunity in
respect of any claims or actions regarding itsgallons under the notes or the indenture.

The Trustee

The Bank of New York Mellon will be the trustee @ndhe indenture. The address of the trustee’socate
trust office is 101 Barclay Street, Floor 7 EastyNyork, New York 10286, Attention: Global Finan&mericas.
Except during the continuance of an Event of Défdlé trustee will be required to perform onlytsaities as are
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specifically set forth in the indenture. During #»astence of an Event of Default, the trustee ikrcise such of
the rights and powers vested in it under the indentnd use the same degree of care and skidl @xdrcise as a
prudent person would exercise under the circumstaimcthe conduct of such person’s own affairs. [Beeer will
indemnify the trustee against any and all losjlltst or expense, including attorneys’ fees angenses incurred
by it without gross negligence or willful miscondwm its part arising out of and in connection withduties under
the indenture.

The indenture will contain certain limitations dretrights of the trustee, should it become a aveditthe
Issuer, to obtain payments of claims in certairesas to realize on certain property received gpeet of any such
claim as security or otherwise. The trustee wilpbemitted to engage in other transactions; pravitiat if the
trustee acquires certain conflicting interestmjlist eliminate such conflict or resign.

Luxembourg Listing

Application has been made to list the notes oriLthembourg Stock Exchange for trading on the EuiidM
Market. Following the issuance of the notes, we ugk our commercially reasonable efforts to obliating of the
notes on the Luxembourg Stock Exchange for tradmthe Euro MTF Market. If the European Union’sediive
(2003/0045(COD), the “Transparency Directive”) wbukquire us to publish financial information eitingore
regularly than we would otherwise be required taarording to accounting principles which are maligr
different from the accounting principles which weuld otherwise use to prepare our published fir@nci
information, we may delist the notes and, at ouioop seek an alternative admission to listingglitrg and/or
guotation for the notes by another listing autlypstock exchange and/or quotation system outbiel&uropean
Union. In such event, we will give notice of theidity of such other listing authority, stock exega and/or
guotation system to the holders of the notes awitbesl under “—Notices.”

Paying Agents, Registrar and Transfer Agents; Listig Agent

Until the notes have been paid, we will maintapegting agent, a registrar and a transfer agentin Xork
City and, if and for so long as the notes arediste the Luxembourg Stock Exchange for tradinghenBuro MTF
Market and the rules of the Luxembourg Stock Exgleaso require, we will maintain a paying agent adsfer
agent in respect of the notes in Luxembourg.

The trustee will initially act as paying agent,istgar and transfer agent for the notes in New Ydthe Bank of
New York Mellon (Luxembourg) S.A. is the Luxemboligiing agent and will be the Luxembourg payingraty
and Luxembourg transfer agent for the notes. ThekB&New York Mellon Trust (Japan), Ltd. is thenmipal
paying agent for the notes. The addresses of tiseetr and Luxembourg paying agent and Luxemboangfer
agent and principal paying agent are set fortrherirtside back cover of this offering memorandum.

We may change any paying agent, registrar or tearggfent without prior notice to holders. We wiibmptly
provide notice of the termination or appointmenaoy paying agent, registrar or transfer agentf any change in
the office of any paying agent, registrar or transfgent as described under “—Notices.”

Transfer

Holders may present notes for registration of tiemand exchange at the offices of the registraichvinitially
will be the trustee’s principal corporate trusia#f No service fee will be charged for any registn of transfer or
exchange or redemption of notes, but we may regpaiyenent in certain circumstances of a sum suffidie cover
any tax or other governmental charge that may lpog®ad in connection therewith.

Notices

All notices will be deemed to have been given ugmenmailing by first class mail, postage prepafduzh
notices to holders at their registered addressescasded in the notes register not later tharatest date, and not
earlier than the earliest date, prescribed in ttesfor the giving of such notice or if a notééd in global form,
all notices to the holders shall be given to thgod@ary in accordance with its applicable proceduAny
requirement of notice hereunder may be waived byPi#rson entitled to such notice before or aftei swtice is
required to be given, and such waivers will bedfidth the trustee. Notwithstanding any other psmn herein,
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where the indenture provides for notice of any évemmny holder of an interest in a global notethier by mail or
otherwise), such notice shall be sufficiently givegiven to the depositary for such note (or iesignee), according
to the applicable procedures of such depositagnyf prescribed for the giving of such notice.

If, and for so long as, the notes are listed orLtireembourg Stock Exchange for trading on the BTd-
Market, and the rules of the Luxembourg Stock Erdaaso require, we will also give notices to hasdey
publication in a daily newspaper of general cirtafain Luxembourg. We expect that newspaper vélkie
Luxemburger Wortlf publication in Luxembourg is impracticable, wdl make the publication in a widely
circulated newspaper in London or elsewhere in @adEurope. We expect that newspaper to be, beei not
be, the Financial Times. By “daily newspaper,” weam a newspaper that is published on each day, thidre a
Saturday, Sunday or holiday, in Luxembourg or, whpplicable, elsewhere in Western Europe. All regtito
holders may also be published on the website oftlxembourg Stock Exchange (www.bourse.lu). If we a
unable to give notice as described in this pardgbmgause the publication of any newspaper or #ixsite of the
Luxembourg Stock Exchange is suspended or it israilse impractical for us to publish the noticesrtlwe, or the
trustee, will give holders notice in another foffhat alternate form of notice will be deemed tsb#icient notice
to you. Neither the failure to give any notice tpaaticular holder, nor any defect in a notice give a particular
holder will affect the sufficiency of any noticevgn to another holder.

Prescription

Claims against the Issuer for the payment of ppilcipremium, if any, interest or Additional Amosnif any,
in respect of the notes will be prescribed unleaderwithin six years of the due date for paymersuch principal,
premium, if any, or interest and Additional Amounts

Certain Definitions

The following is a summary of certain of the defirterms to be used in the indenture. Referencadeno the
indenture for the full definition of all such terpas well as any other terms used herein for whechefinition is
provided.

“Acquired IndebtednesSmeans Indebtedness of a Person or any of itsidlahies existing at the time such
Person becomes a Subsidiary of the Issuer or aintiedt merges or consolidates with or into th&uks or any of its
Subsidiaries or assumed in connection with theiaitgpn of assets from such Person and in eachroaisecurred
by such Person in connection with, or in anticigatbr contemplation of, such Person becoming aiiabg of the
Issuer or such acquisition, merger or consolidagiod which Indebtedness is without recourse tdskger or any
of its Subsidiaries or to any of their respectivepgerties or assets other than the Person or #e¢sa® which such
Indebtedness related prior to the time such Pdssoame a Subsidiary of the Issuer or the time df swwquisition,
merger or consolidation.

“Affiliate” means, with respect to any specified Personarfg)other Person which, directly or indirectlyjris
control of, is controlled by or is under common ttohwith such specified Person or (b) any othespe who is a
director or executive officer (i) of such specifiedrson, (ii) of any Subsidiary of such specifieds®n or (iii) of
any Person described in clause (a) above. For pespaf this definition, “control” of a Person medms power,
direct or indirect, to direct or cause the direttad the management and policies of such Persothehby contract
or otherwise, and the terms “controlling” and “aafied” have meanings correlative to the foregoing.

“Board of Directord means, as to any Person, the board of directarsselho de administraggor similar
governing body of such Person or any duly authdra@mmittee thereof.

“Board Resolutiohmeans, with respect to any Person, a copy o$aludon certified by the Secretary or an
Assistant Secretary of such Person to have begradopted by the Board of Directors of such Pegsahto be in
full force and effect on the date of such certtiima, and delivered to the trustee.

“Capitalized Lease Obligatidmeans, as to any Person, the obligations of slazkon under any lease that is
required to be classified and accounted for agaldpase obligations on a balance sheet preparadciordance
with GAAP and, for purposes of this definition, #a@ount of such obligations at any date will bedapitalized
amount of such obligations at such date, determimadcordance with GAAP.
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“Commodity Agreeménmeans any hedging agreement or other similaresmgeat or arrangement designed to
protect the Issuer or any Subsidiary against flatbbns in commaodity prices (excluding contractstfe purchase
or sale of goods in the ordinary course of bushess

“Common Sharésneans, with respect to any Person, any and atiesh interests or other participations in, and
other equivalents (however designated and whethterg/or non-voting) of such Person’s common shasagther
outstanding on the Issue Date or issued afterstieel Date, and includes, without limitation, atiesand classes of
such common shares.

“Comparable Government Bdheheans, in relation to any Comparable GovernmeamtdBRate calculation, at
the discretion of the Independent Investment Bar&k&@ermarBundesanleihsecurity whose maturity is closest to
the maturity of the notes, or if such Independeméstment Banker in its discretion considers thah similar bond
is not in issue, such other Gernfandesanleihsecurity as such Independent Investment Banker witly the
advice of three brokers of, and/or market maker&ermarBundesanleihsecurities selected by such Independent
Investment Bank, determine to be appropriate feerd@ning the Comparable Government Bond Rate.

“Comparable Government Bond Rateeans the price, expressed as a percentage gduadhree decimal
places, 0.0005 being rounded upwards), at whiclgtbgs redemption yield on the notes, if they vieriee
purchased at such price on the third Target SettieiDay prior to the date fixed for redemptiontee tate of
accelerated payment, would be equal to the graesmption yield on such Target Settlement Day of the
Comparable Government Bond on the basis of thelmiddrket price of the Comparable Government Bond
prevailing at 11:00 a.m. (London time) on such Ba$ettlement Day as determined by the Indeperideestment
Banker.

“Consolidated Net Worthmeans, with respect to any Person, the conselidstockholders’ equity of the
Person, determined on a consolidated basis in @aoe with GAAP, less (without duplication) amounts
attributable to Disqualified Share Capital of sirdrson.

“Currency Agreemehtmeans any foreign exchange contract, currency saggeement, currency option or
other similar agreement or arrangement designedotect the Issuer or any of its Subsidiaries agydinctuations
in currency values.

“Default’ means an event or condition the occurrence otlwis, or with the lapse of time or the giving of
notice or both would be, an Event of Default.

“Disqualified Share Capitédimeans that portion of any Share Capital whichitbyerms (or by the terms of
any security into which it is convertible or for igh it is exchangeable at the option of the hottereof), or upon
the happening of any event, matures or is mandiatedeemable, pursuant to a sinking fund obligatio
otherwise, or is redeemable at the sole optiohe@hblder thereof on or prior to 91 days afterfiha maturity date
of the notes for cash or is convertible into orrexgyeable for debt securities of the Issuer dsutssidiaries at any
time prior to such anniversary.

“eurd or “€” means the lawful currency of the member stateh®fEuropean Union that participate in the
third stage of the European Economic and MonetariphJ

“Exchange A¢tmeans the U.S. Securities Exchange Act of 1984mended, or any successor statute or
statutes thereto.

“Fair Market Valué means, with respect to any asset or Propertyptive which could be negotiated in an
arm’s length, free market transaction, for cashyeen a willing seller and a willing and able byyeeither of
whom is under undue pressure or compulsion to cetmphe transaction. Fair Market Value will be deteed by
the Board of Directors of the Issuer acting in géaith and will be evidenced by a Board Resolutibthe Board of
Directors of the Issuer delivered to the trusteeyigled, however, that with respect to any prics ldkhan U.S.$25.0
million only the good faith determination by theugr’'s senior management will be required.

“GAAP means (i) International Financial Reporting Start$, (ii) accounting practices generally accepied
the United States or (iii) accounting practicesprided by Brazilian Corporation Law, the rules apgulations
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issued by the CVM and the accounting standardedsby the Brazilian Institute of Independent Acdaunts
(Instituto dos Auditores Independentes do Bjasileach case as in effect from time to timahim Issuer’s
discretion.

“holder’ means the Person in whose name a note is regjilster the registrar’s books.

“Indebtednesaneans with respect to any Person, without dupboa
(1) all Obligations of such Person for borrowed egn
(2) all Obligations of such Person evidenced bydsodebentures, notes or other similar instruments;
3) all Capitalized Lease Obligations of such Peyso

(4) all Obligations of such Person issued or assuasehe deferred purchase price of Property, all
conditional sale obligations and all obligationslenany title retention agreement (but excludiagéraccounts
payable and other accrued liabilities arising & dindinary course of business that are not ovebguie?0 days
or more or are being contested in good faith by@mate proceedings promptly instituted and diidye
conducted and any deferred purchase price repessbgitearn-outs consistent with the Issuer’s pasttige);

(5) all Obligations for the reimbursement of anyigdr on any letter of credit, banker’'s acceptaoce
similar credit transaction, whether or not then;due

(6) guarantees and other contingent obligatiomespect of Indebtedness referred to in clauses (1)
through (5) above and clause (8) below;

(7 all Obligations of any other Person of the typferred to in clauses (1) through (6) above #nat
secured by any Lien on any Property or asset df Bacson, the amount of any such Obligation beeegreed
to be the lesser of the Fair Market Value of thaepPrty or asset securing such Obligation or thewarof such
Obligation;

(8) to the extent not otherwise included in thiSrdgéon, net obligations of all Interest Swap
Obligations and all Obligations under Currency Agnents and Commodity Agreements (the amount of any
obligations to be equal at any time to the terniimavalue of such agreement or arrangement givsegto
such obligation that would be payable by such peestsuch time); and

9 all Disqualified Share Capital issued by suensBn with the amount of Indebtedness represented
by such Disqualified Share Capital being equah®dreater of its voluntary or involuntary liquitbet
preference and itsrfaximum fixed repurchase pritdut excluding accrued dividends, if any. Notwitreding
the foregoing, Indebtedness will not include anwr@hCapital other than Disqualified Share Capiiat.
purposes hereof, thetaximum fixed repurchase pricef any Disqualified Share Capital which does have
a fixed repurchase price will be calculated in adaace with the terms of such Disqualified Sharpit@has if
such Disqualified Share Capital were purchasedhgrdate on which Indebtedness shall be requirée to
determined pursuant to the Indenture, and if suie fis based upon, or measured by, the Fair Maf&kte of
such Disqualified Share Capital, such Fair Markelué shall be determined reasonably and in godidl tii
the Board of Directors of the Issuer of such Didifjed Share Capital.

“Independent Investment Barikereans an investment bank of recognized stantiiagi$ a primary dealer in
GermanBundesanleihsecurities, selected by the Issuer in good faith.

“Interest Payment Dateneans the stated maturity of an installment tériest on the notes each June 3 of each
year, beginning on June 3, 2016.

“Interest Swap Obligatiofisneans the obligations of any Person pursuantyearangement with any other
Person, whereby, directly or indirectly, such Perisoentitled to receive from time to time periogeyments
calculated by applying either a floating or a fixete of interest on a stated notional amount eharge for
periodic payments made by such other Person cédcuty applying a fixed or a floating rate of irestr on the
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same notional amount and will include, without liamiion, interest rate swaps, caps, floors, colas similar
agreements.

“Issue Datémeans June 3, 2015 (being the original issuaabe of the notes).

“Legal Holiday means a Saturday, a Sunday or a day on which @giah banks and foreign exchange
markets are authorized or required by law to cindeondon, England, New York, New York, Sdo PaBmzil, or
Luxembourg. If a payment date is a Legal Holidaghatplace of payment, payment may be made atgach on
the next succeeding day that is not a Legal Holiday no interest will accrue for the interveniregipd.

“Lien” means any lien, mortgage, deed of trust, pledgeurity interest, charge or encumbrance of ang kin
(including any conditional sale, repurchase or otitle retention agreement, any lease in the eatuereof and any
agreement to give any security interest).

“Obligation’” means all payment obligations, whether or notioment, for principal, premium, interest,
additional amounts, penalties, fees, indemnificetjoeimbursements, damages and other liabiliagalge under
the documentation governing any Indebtedness.

“Officer” means the Chief Executive Officer, the Presidérg,Chief Financial Officer or any other officdr o
the Issuer duly appointed at a meeting of its Baddirectors.

“Officers’ Certificaté means a certificate signed in the name of thedisby two Officers of the Issuer , at least
one of whom shall be the principal financial officé the Issuer and delivered to the trustee.

“Opinion of Counsélmeans a written opinion of counsel, who may beaployee of or counsel to the Issuer,
reasonably acceptable to the trustee.

“Permitted Liensmeans the following types of Liens:

(1) Liens for taxes, assessments or governmengaiel or claims either (a) not delinquent or (b)
contested in good faith by appropriate proceedamgkas to which the Issuer or its Subsidiariesivelle set
aside on its books such reserves as may be requirsdant to GAAP;

(2) statutory Liens of landlords and Liens of causj warehousemen, mechanics, suppliers,
materialmen, repairmen and other Liens imposeaiwadr pursuant to customary reservations or reieatof
title incurred in the ordinary course of businemssums not yet delinquent or being contested addaith, if
such reserve or other appropriate provision, if asywill be required by GAAP will have been mauedspect
thereof;

3) Liens incurred or deposits made in the ordiramyrse of business in connection with workers’
compensation, unemployment insurance and othes ypgocial security, including any Lien securiagérs
of credit issued in the ordinary course of busircesssistent with past practice in connection thétrewer to
secure the performance of tenders, statutory diigs, surety and appeal bonds, bids, leases, igoant
contracts, performance and return-of-money bondso#tmer similar obligations (exclusive of obligatsfor
the payment of borrowed money);

4) any judgment Lien not giving rise to an EvehbDefault;

(5) easements, rights-of-way, defects, zoningitisins and other similar charges or encumbrances
in respect of real Property not interfering in angterial respect with the ordinary course of th&ress of the
Issuer or any of its Subsidiaries;

(6) any interest or title of a lessor under anyi@diped Lease Obligatiorgrovidedthat such Liens
do not extend to any Property or assets whichtiseased Property subject to such Capitalized Lease
Obligation;

@) Liens securing Purchase Money Indebtedn@ssjded however that (a) the Indebtedness will
not exceed (but may be less than) the cost (uechase price) of the Property or assets acquingdther, in
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the case of real Property, with the cost of thestroietion thereof and improvements thereto, antinetl be
secured by a Lien on any Property or assets detheer or any Subsidiary of the Issuer other theh s
Property or assets so acquired or constructednapibivements thereto and (b) the Lien securing such
Indebtedness will be created within 180 days ohsagguisition or construction or, in the case Bedinancing
of any Purchase Money Indebtedness, within 180 dhgach Refinancing; angrovided further, that, to the
extent that the property or asset acquired is SBapéal, the Lien also may encumber other proparigssets
of the Person so acquired;

(8) Liens upon specific items of inventory or otlgeods and proceeds of any Person securing such
Person’s obligations in respect of bankers’ aceeygs issued or created for the account of sucloR¢éns
facilitate the purchase, shipment or storage df saeentory or other goods;

(9 Liens securing reimbursement obligations wabpect to commercial letters of credit which
encumber documents and other Property relatingdb ketters of credit and products and proceedztifie

(20) Liens encumbering deposits made to secuigathins arising from statutory, regulatory,
contractual, or warranty requirements of the Issnemy of its Subsidiaries, including rights ofseft and set-
off;

(12) Liens securing Interest Swap Obligations Whiterest Swap Obligations relate to Indebtedness
that is otherwise permitted under the indenture;

(12) Liens securing Indebtedness under Currencgdsgents and Commodity Agreements that are
permitted under the indenture;

(13) Liens securing Acquired Indebtedngssyvidedthat:

(a) such Liens secured such Acquired Indebtedrighge dme of and prior to the incurrence
of such Acquired Indebtedness by the Issuer oméitg Subsidiaries and were not granted in
connection with, or in anticipation of, the incurce of such Acquired Indebtedness by the Issuer or
any of its Subsidiaries; and

(b) such Liens do not extend to or cover any Pitypmrassets of the Issuer or of any of its
Subsidiaries other than the Property or assetséuaired the Acquired Indebtedness prior to the tim
such Indebtedness became Acquired Indebtednelse tdsuer or any of its Subsidiaries and are no
more favorable to the lienholders than those seguhie Acquired Indebtedness prior to the incureenc
of such Acquired Indebtedness by the Issuer oméitg Subsidiaries;

(14) Liens existing as of the Issue Date, andextignsion, renewal or replacement therpadyvided
howevey that the total amount of Indebtedness so secifragplicable, is not increased,;

(15) Liens securing the notes and all other mogethligations under the indenture;

(16) Liens securing Indebtedness which is incutoelefinance any Indebtedness which has been
secured by a Lien permitted under this covenawtjiged, however, that such Liens: (i) are no les®fable to
the holders of the notes and are not more favotatiiee lienholders with respect to such Liens ttnLiens
in respect of the Indebtedness being Refinanceti(igrdo not extend to or cover any Property gets of the
Issuer or any of its Subsidiaries not securingtigebtedness so Refinanced;

a7 Liens in favor of customs and revenue autlesrarising as a matter of law to secure payment o
customs duties in connection with the importatibgaods;

(18) Liens on assets that are the subject ofeassal leaseback transaction permitted by the pomds
of the indenture;

(29) any rights of set-off of any person with respto any deposit account of the Issuer or any
Subsidiary arising in the ordinary course of bussnand not constituting a financing transaction;
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(20) any Liens granted by the Issuer or any Sidnrsido secure borrowings from, directly or
indirectly, (a)Banco Nacional de Desenvolvimento Econémico e SeeilBNDES or any other Brazilian
governmental development bank or credit agencyari)international or multilateral development hank
government-sponsored agency, export-import barmfficial export-import credit insurer, or (c) Bando
Brasil S.A. or its affiliates under tifeindo do Centro-Oesfacentive program of the Brazilian federal
government;

(21) any liens on the inventory of the Issuerry Subsidiary securing the obligations of the Issue
and its Subsidiaries in the ordinary course oftess under the Crédito Rural financing prograntef t
Brazilian government;

(22) any Liens on the receivables of the IssuemgrSubsidiary securing the obligations of such
Person under any lines of credit or working cagdallity; providedthat the aggregate amount of receivables
securing Indebtedness shall not exceed 80% obtheet’s aggregate outstanding receivables from tontiene;

(23) Liens on carbon credits or certificates ofsmion reductions or Liens securing clean develogme
mechanisms projects; and

(24) Liens incurred by the Issuer or any of itbSdiaries with respect to obligations that do not
exceed, at the time of incurrence, 12.5% of thesGlotlated Net Worth of the Issuer at any one time
outstanding.

“Persori means an individual, partnership, corporatiomjtéd liability company, unincorporated organizatio
trust or joint venture, or a governmental agencgaitical subdivision thereof, or any other legatity.

“Preferred Stockmeans, with respect to any Person, any Share@apbisuch Person that has preferential
rights to any other Share Capital of such Persdim r@spect to dividends or redemptions or upondiation.

“Property’ means, with respect to any Person, any inteffestich Person in any kind of property or asset,
whether real, personal or mixed, or tangible cangible, including Share Capital in, and other g&es of, any
other Person. For purposes of any calculation redyursuant to the indenture, the value of anpgnty will be its
Fair Market Value.

“Purchase Money Indebtednésseans Indebtedness of the Issuer and its Subsiglimcurred for the purpose
of financing all or any part of the purchase priethe cost of installation, construction or imggment, of
Property or equipmenprovidedthat the aggregate principal amount of such Iretbi#ss does not exceed the lesser
of the Fair Market Value of such Property or suahchase price or cost.

“Refinancémeans, in respect of any security or Indebtedrtes®finance, extend, renew, refund, repay,
prepay, redeem, defease or retire, or to issuewaigeor Indebtedness in exchange or replacenoenséich
security or Indebtedness in whole or in paRefinancetland “Refinancing will have correlative meanings.

“R$ means the real, being the lawful currency of Braz
“SEC means the U.S. Securities and Exchange Commission

“Securities A¢tmeans the U.S. Securities Act of 1933, as ameratadithe rules and regulations of the SEC
promulgated thereunder.

“Share Capitdlmeans:

(1) with respect to any Person that is a corpanaoy and all shares, interests, participationsttoer
equivalents (however designated and whether ovatiotg) of corporate stock, including each class of
Common Stock and Preferred Stock of such Person;

(2) with respect to any Person that is not a catpan, any and all partnership, membership or other
equity interests of such Person; and
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(3) any warrants, rights or options to purchaseddriie instruments or interests referred to iuséa(1) or
(2) above.

“Significant Subsidiafymeans any Subsidiary of the Issuer which, atithe of determination, either (1) had
assets which, as of the date of the Issuer’s negsinit quarterly consolidated balance sheet, cotestiait least 10%
of the Issuer’s total assets on a consolidated lzessof such date, or (2) had revenues for the di#nrperiod
ending on the date of the Issuer’s most recenteaiconsolidated statement of income which coant&d at least
10% of the Issuer’s total revenues on a consolkibbéesis for such period.

“Subsidiary means, with respect to any Person, (1) any catpor of which the outstanding Share Capital
having at least a majority of the votes entitletbéacast in the election of directors under ordiricumstances
will at the time be owned, directly or indirectlyy such Person, or (2) any other Person of whitbast a majority
of the voting interest under ordinary circumstanees the time, directly or indirectly, owned hychk Person.

“TARGET Settlement Dagneans any day on which the Trans-European AutedhBeal-Time Gross
Settlement Express Transfer (TARGET2) system isiope

“U.S. dollaf or “U.S.$ means the U.S. dollar, being the lawful currentyhe United States of America.

“U.S. Dollar Equivaleritmeans, with respect to any monetary amount iareeacy other than U.S. dollars, at
any time of determination thereof, the amount &.Ulollars obtained by translating such other auayénvolved
in such computation into U.S. dollars at the spt# for the purchase of U.S. dollars with the ajailie other
currency as published in U.S. dollars on the dadeis two Target Settlement Days prior to the d&sich
determination. Notwithstanding any other provistdithe indenture, no specified amount of U.S. dsllaill be
deemed to be exceeded due solely to the resuitafitions in the exchange rates of currencies.

“Wholly-Ownetl means, with respect to any Subsidiary, a Subsidia% of the outstanding Share Capital of
which (other than any director’s or other similaatifying shares) is owned by the Issuer and ormaae
Wholly-Owned Subsidiaries (or a combination thereof
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BOOK-ENTRY, DELIVERY AND FORM

The information set out below is subject to anyngfeain or reinterpretation of the rules, regulatgand
procedures of Euroclear and/or Clearstream, as &gaile, currently in effect. The information inglsection
concerning Euroclear and Clearstream has been obthifrom sources that the Issuer believes to bhablel but
none of the Issuer, the trustee, the Paying AgémsIransfer Agents, the Registrars nor the IhRiarchasers take
any responsibility for the accuracy thereof. Ineestwishing to use the facilities of Euroclear asrdClearstream,
as applicable, are advised to confirm the continapglicability of the rules, regulations and procees of such
facilities. None of the Issuer, the trustee nor ather party to the Indenture will have any respbitigy or liability
for any aspect of the records relating to, or papteanade on account of, beneficial ownership irgsren the notes
held through the facilities of Euroclear and/or @tetream, as applicable, or for maintaining, supsing or
reviewing any records relating to such beneficihership interests.

General

Notes sold within the United States to qualifiestitutional buyers in reliance on Rule 144A undher t).S.
Securities Act will be represented by one or mdoba notes in registered form without interestmons attached
(the “Rule 144A Global Notes”). Notes sold to norSUpersons in reliance on Regulation S under tise U
Securities Act will be represented by one or mdoba notes in registered form without interestmons attached
(the “Regulation S Global Notes” and, together wiith Rule 144A Global Notes, the “Global Notes™h the date
the notes are delivered in book-entry form, asasét on the cover page of this Offering Memorandtme Global
Notes will be deposited with a common depositany isegistered in the name of the common depositaitg o
nominee for the accounts of Euroclear and Cleaustre

Ownership of interests in the Rule 144A Global Ndtae “Rule 144A Book-Entry Interests”) and owiingps
of interests in the Regulation S Global Notes (Regulation S Book-Entry Interests” and, togethé&hvhe Rule
144A Book-Entry Interests, the “Book-Entry IntesS$twill be limited to persons that have accounithwuroclear
and/or Clearstream, as applicable, or persondtidtinterests through such participants. Book-hiterests will
be shown on, and transfers thereof will be effectelg through, records maintained in book-entryrfdyy
Euroclear and/or Clearstream and their participants

Except as set forth below under “Definitive registenotes,” the Book-Entry Interests will not bédhia
definitive form. Instead, Euroclear and/or Cleaaitn will credit on their respective book-entry stgition and
transfer systems a participant’s account with titverest beneficially owned by such participant. THves of some
jurisdictions, including certain states of the @nitStates, may require that certain purchaserscafisies take
physical delivery of such securities in definitfeem. The foregoing limitations may impair the ayito own,
transfer or pledge Book-Entry Interests.

So long as the notes are held in global form, ttreinee for the common depositary for Euroclear and
Clearstream (or their respective nominees) wilttesidered the sole holder of Global Notes fopatposes under
the indenture and “holders” of Book-Entry Intetesvill not be considered the owners or “holdeis'notes for
any purpose. As such, participants must rely orptbeedures of Euroclear and/or Clearstream, dgapfe, and
indirect participants must rely on the proceduifahe participants through which they own Book-Eritrterests in
order to transfer their interests in the noteaxercise any rights of holders under the Indentur

None of the Issuer, the trustee or any of thejpeetve agents will have any responsibility or iable for any
aspect of the records relating to the Book-Enttgrists.

Redemption of Global Notes

In the event any Global Note (or any portion th8reoredeemed, Euroclear or Clearstream, as agipéc will
redeem an equal amount of the Book-Entry Inteiiestsch Global Note from the amount received by respect
of the redemption of such Global Note. The redeompirice payable in connection with the redemptibsuch
Book-Entry Interests will be equal to the amourereed by Euroclear or Clearstream, as applicableonnection
with the redemption of such Global Note (or anytipor thereof).
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The Issuer understands that, under the existingipes of Euroclear and Clearstream, if fewer thiaof a
series of notes are to be redeemed at any timeckear or Clearstream will credit their respecpeeticipants’
accounts on a proportionate basis (with adjustntenpsevent fractions), by lot or on such otheridas they deem
fair and appropriate; provided, however, that nolB&ntry Interest of less than €100,000 may beewets in part.

Payments on Global Notes

The Issuer will make payments of any amounts owinrgspect of the Global Notes (including princjpal
premium, if any, and interest) to Euroclear an@lwarstream, as applicable, or their respectiveineas, which
will distribute such payments to participants ic@dance with their customary procedures. The tssilemake
payments of all such amounts without deductionitintvelding for, or on account of, any present dufa taxes,
duties, assessments or governmental charges oéwvernatature, except as may be required by law amgscribed
under “Description of the Notes—Additional Amoufitsf any such deduction or withholding is requiredbe
made, then, to the extent described under “Desoniff the Notes—Additional Amounts,” the Issuetl\ypay
additional amounts as may be necessary in ordetttbaet amounts received by any holder of théd&lbdlotes or
owner of Book-Entry Interests after such deductiowithholding will equal the net amounts that shatder or
owner would have otherwise received in respectioh $Slobal Note or Book-Entry Interest, as the caag be,
absent such withholding or deduction. We expedtdtemding customer instructions and customarytijpescwill
govern payments by participants to owners of Book=EInterests held through such participants.

Under the terms of the Indenture, the Issuer aadrtistee will treat the registered holder of theb&l Notes
(e.g., Euroclear or Clearstream (or their respeatieminee)) as the owner thereof for the purposeasfiving
payments and for all other purposes. Consequeardhg of the Issuer, the trustee, the Paying Agéms]ransfer
Agents, the Registrar or any of their respectivengghas or will have any responsibility or liaifior any aspect
of the records of Euroclear or Clearstream or aryigipant or indirect participant relating to, mayments made on
account of, a Book-Entry Interest or for maintagisupervising or reviewing the records of Euractwa
Clearstream or any participant or indirect paraaiprelating to, or payments made on account Bhak-Entry
Interest, or Euroclear or Clearstream or any pagid or indirect participant.

Currency of Payment for the Global Notes

The principal of, premium, if any, and interest ang all other amounts payable in respect of, tlob&b Notes,
will be paid to holders of interests in such ndtesugh Euroclear or Clearstream in euros.

Action by Owners of Book-Entry Interests

Euroclear and Clearstream have advised the Issakit will take any action permitted to be takgnabholder
of the notes only at the direction of one or mardipipants to whose account the Book-Entry Intsresthe Global
Notes are credited and only in respect of suchigodf the aggregate principal amount of the nate which
such participant or participants has or have gsweh direction. Neither Euroclear nor Clearstredthexercise
any discretion in the granting of consents, waiwgrthe taking of another action in respect of@lebal Notes.
However, if there is an event of default underrtbtes, Euroclear and/or Clearstream, as applicedgerves the
right to exchange the Global Notes for definitiegistered notes in certificated form, and to disiié such
definitive registered notes to their respectivdipigrants.

Transfers

Transfers between participants in Euroclear andrGleeam will be effected in accordance with Ewacknd
Clearstream’s rules and will be settled in immealiaavailable funds.

The Global Notes will bear a legend to the effettfsrth under “Transfer Restrictions.” Book-Eninyerests
in the Global Notes will be subject to the restoics on transfer and certification requirementsubsed under
“Transfer Restrictions.”

Book-Entry Interests in the Rule 144A Global Notaynbe transferred to a person who takes delivetlyen
form of Book-Entry Interests in the Regulation ®I&ll Note only upon delivery by the transferor efréten
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certification (in the form provided in the Indergito the effect that such transfer is being madectordance with
Regulation S under the U.S. Securities Act. Searf$ter Restrictions.”

Book-Entry Interests in the Regulation S GlobaléNetay be transferred to a person who takes delinghe
form of Book-Entry Interests in the Rule 144A Glbhkote only upon delivery by the transferor of atten
certification (in the form provided in the Indergito the effect that such transfer is being madeperson who the
transferor reasonably believes is a “qualifieditotional buyer” within the meaning of Rule 144A a transaction
meeting the requirements of Rule 144A or otherwissccordance with the transfer restrictions désctiunder
“Transfer Restrictions,” and in accordance with applicable securities laws of any state of thetééhBtates or
any other relevant jurisdiction.

Subject to the foregoing, and as set forth in “SfanRestrictions,” Book-Entry Interests may basfarred
and exchanged as described under “Descriptioneoithtes.” Any Book-Entry Interest in a Global Nttat is
transferred to a person who takes delivery in ¢theafof a Book-Entry Interest in another Global Nei#, upon
transfer, cease to be a Book- Entry Interest irffiteementioned Global Note and become a Book-+Elmtterest in
the other Global Note and, accordingly, will théteabe subject to all transfer restrictions, ifyaand other
procedures applicable to Book-Entry Interests thsather Global Note for as long as it retains su@vook-Entry
Interest.

In the case of the issuance of definitive registerates, the holder of a definitive registered mogs transfer
such note by surrendering it to the registrarhmevent of a partial transfer or a partial redéonpsf a holding of
definitive registered notes represented by oneniliefe registered note, a definitive registeredenatll be issued to
the transferee in respect of the part transfemeldsanew definitive registered note in respecheflialance of the
holding not transferred or redeemed will be issigetthe transferor or the holder, as applicableyidex that no
definitive registered note in a denomination lé&smt€100,000 will be issued. The Issuer will bbardost of
preparing, printing, packaging and delivering tleéirdtive registered notes.

Definitive Registered Notes
Under the terms of the Indenture, owners of thekBbotry Interests will receive definitive registdreotes:

» if Euroclear or Clearstream notifies the Issuet thig unwilling or unable to continue to act aspdsitary
and a successor depositary is not appointed bythsvt20 days; or

» if the owner of a Book-Entry Interest requests sarctexchange in writing delivered through either
Euroclear or Clearstream following an Event of défander the Indenture.

In the case of the issuance of definitive registerates, the holder of a definitive registered mogs transfer
such Note by surrendering it to the registrar angfer agent. In the event of a partial transfex partial redemption
of a holding of definitive registered notes represd by one definitive registered note, a defieitiggistered note
will be issued to the transferee in respect ofpidu transferred and a new definitive registerei imorespect of the
balance of the holding not transferred or redeewittde issued to the transferor or the holderapglicable;
provided that no definitive registered note in aaaination less than €100,000 will be issued. Hsedr will bear
the cost of preparing, printing, packaging andwelng the definitive registered notes.

The Issuer will not be required to register thedfar or exchange of definitive registered notesafperiod of
15 calendar days preceding: (i) the record datarigrpayment of interest on the applicable sefie®tes; (ii) any
date fixed for redemption of the applicable sediksotes; or (iii) the date fixed for selectiontbé applicable series
of notes to be redeemed in part. Also, the Issuaoi required to register the transfer or excharigay notes
selected for redemption. In the event of the trensf any definitive registered note, the trustesy mequire a
holder, among other things, to furnish approprestdorsements and transfer documents as descriltiee in
applicable Indenture. The Issuer may require adrdlul pay any taxes and fees required by law andified by the
applicable Indenture and the applicable seriet#n

If definitive registered notes are issued and a@drahereof claims that such definitive registarete has been

lost, destroyed or wrongfully taken, or if suchid#ive registered note is mutilated and is surezed to the
registrar or at the office of the transfer ageme, issuer will issue and the trustee (or an auiteirtg agent
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appointed by the trustee) will authenticate a remtaent definitive registered note if the trustesid our
requirements are met. The Issuer or the trusteeretpyre a holder requesting replacement of a diefaregistered
note to furnish an indemnity bond sufficient in fndgment of both to protect us, the trustee otaging Agent
appointed pursuant to the Indenture from any Idsishvany of them may suffer if a definitive registé note is
replaced. The Issuer may charge for any expensas@d by us in replacing a definitive registereten

In case any such mutilated, destroyed, lost oestdefinitive registered note has become or istaioobecome
due and payable, or is about to be redeemed ohgsred by the Issuer pursuant to the provisioniseofridenture,
the Issuer, in its discretion, may, instead ofiisg@ new definitive registered note, pay, redeempuochase such
definitive registered note, as the case may be.

Definitive registered notes may be transferred exahanged only after the transferor first delierthe
Transfer Agent a written certification (in the foprovided in the Indenture) to the effect that suiahsfer will
comply with the transfer restrictions applicablestwh notes. See “Transfer Restrictions. “Glob&ia@ince and
Settlement under the Book-Entry System

Application has been made to admit the notes iestezl on the Official List of the Luxembourg Stock
Exchange and admitted for trading on the Euro MTdfRdt. Transfers of interests in the Global No&tsveen
participants in Euroclear or Clearstream will bieetled in the ordinary way in accordance with thegpective
system’s rules and operating procedures.

Although Euroclear and Clearstream currently folltnv foregoing procedures in order to facilitassgfers of
interests in the Global Notes among participanturoclear or Clearstream, they are under no diodig#o
perform or continue to perform such procedures,saath procedures may be discontinued or modifieshatime.
None of the Issuer, the Initial Purchasers, thstérior the Paying Agent will have any responsyhitir the
performance by Euroclear, Clearstream or theiligpants or indirect participants of their respeetobligations
under the rules and procedures governing theiratipers.

Information Concerning Euroclear and Clearstream
The Issuer understands as follows with respecutodtear and Clearstream:

Euroclear and Clearstream hold securities for gipgting organizations and facilitate the clearasoe
settlement of securities transactions between thgpective participants through electronic bookyechanges in
accounts of such participants. Euroclear and Glesis provide to their participants, among othergh, services
for safekeeping, administration, clearance andeseént of internationally traded securities andusées lending
and borrowing. Euroclear and Clearstream interfeitte domestic securities markets. Euroclear an@iGteeam
participants are financial institutions, such ademvriters, securities brokers and dealers, banétsraist
companies, and certain other organizations. Indaecess to Euroclear or Clearstream is also dlaita others
such as banks, brokers, dealers and trust compthiaieslear through or maintain a custodian retesigp with a
Euroclear or Clearstream participant, either diyemt indirectly.

Although the foregoing sets out the proceduresusbBlear and Clearstream in order to facilitatedhiginal
issue and subsequent transfers of interests indtes among participants of Euroclear and Cleansty@either
Euroclear nor Clearstream is under any obligatioperform or continue to perform such procedured,sach
procedures may be discontinued at any time.

None of the Issuer, the trustee or any of thejpeetve agents will have responsibility for thefpanance of
Euroclear or Clearstream or their respective pagtids of their respective obligations under tHesand
procedures governing their operations, includinighout limitation, rules and procedures relatindgtmk-Entry
Interests.

The information in this section concerning Eurocl@ad Clearstream and their respective book-eystems
has been obtained from sources that we believe tellable, but we take no responsibility for tltewracy thereof.
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TAXATION

The following discussion summarizes certain Brariland U.S. federal income tax considerationsnizat
be relevant to you if you invest in the notes. Thimmary is based on laws and regulations nowf@ctah Brazil
and laws, regulations, rulings and decisions noeffiect in the United States, any of which may geaat any time
and are subject to differing interpretation. Anyege could affect the continued accuracy of thisreary.
Changes in the Brazilian tax regulations may opiylyin relation to the future.

This summary does not describe all of the tax a@rations that may be relevant to you or your sboa
particularly if you are subject to special tax sul¥ou should consult your tax advisors about éixecbnsequences
of holding the notes, including the relevance torygarticular situation of the considerations désad below, as
well as of state, local and other tax laws.

Brazilian Taxation

The following discussion is a general descriptibnestain Brazilian tax aspects of the notes applie to a
holder of the notes who is an individual, entityst or organization that is not resident or dokeétin Brazil for
purposes of Brazilian taxation (“Non-Resident HoljYland does not purport to be a comprehensiverggmn of
all the tax aspects of the notes. Therefore, eanhResident Holder should consult its own tax aatve®ncerning
the Brazilian tax consequences in connection wighriotes.

Payments Made by the Issuer Under the Notes

Generally, Non-Resident Holders are taxed in Bnahin their income is derived from Brazilian sogtce
The applicability of Brazilian taxes with respeatgayments on the notes will depend on (i) theirg such
payments and (i) the domicile of the beneficiatieareof.

Interest, fees, commissions (including any origissiie discount and any redemption premiums) agpd an
other income payable by a Brazilian obligor toaividual, entity, trust or organization domiciledtside Brazil
with respect to debt obligations derived from tsuance by a Brazilian issuer of international deburities
previously registered with the Central Bank, suglih@ notes, is subject to withholding income tax.

The rate of withholding income tax is generally 15#tless: (1) the Non-Resident Holder of the nistes
resident or domiciled in a tax haven jurisdictidrigf deemed to be a jurisdiction that does notdsgpany tax on
income or which imposes such tax at a maximum &fkecate lower than 17%, or where the laws impose
restrictions on the disclosure of ownership compmsior securities ownership or do not allow foe fdentification
of the effective beneficiary of the income attrigito non-residents), in which case the applicedikeis 25% (the
withholding income tax rate remains 15% in the ¢w#mnterest income payable by a Brazilian obligman
individual, company, trust or organization domidileutside Brazil in respect of debt obligationsuisg from the
issuance by a Brazilian issuer of internationak delsurities previously registered with the CenBanhk, including
commercial paper, as provided for in Section 1R@afmative Instruction no. 1,455, dated March 6,£20isued by
the Brazilian Revenue Service (“RFB”)); or (2) sk rate is provided for in an applicable tax tydztween
Brazil and the other country where the Non-Residhoitler is domiciled.

On June 23, 2008, Law 11,727 introduced the corafejpirivileged tax regime” in connection with
transactions subject to Brazilian transfer prigialgs and also applicable to thin capitalizatioogsrborder interest
deductibility rules, which is broader than the agptoof a tax haven jurisdiction. Pursuant to Law N 727, a
jurisdiction will be considered as a privileged tagime if it (1) does not tax income or taxed i anaximum rate
lower than 17%; (2) grants tax advantages to arasitlent entity or individual (a) without the ndectarry out a
substantial economic activity in the country omalgerritory or (b) conditioned upon the non-exseof a
substantial economic activity in the country omalgerritory; (3) does not tax or taxes proceesisegated abroad at
a maximum rate lower than 17% or (4) restrictsavaership disclosure of assets and ownership rightsstricts
disclosure about economic transactions carried out.
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In addition, on June 4, 2010, the Brazilian taxhatities enacted Normative Instruction No. 1,037, a
amended, listing (i) the countries and jurisdicti@monsidered tax haven jurisdictions, and (ii)gheileged tax
regimes. Although we are of the opinion that thestappropriate interpretation of the current Braaikax
legislation leads to the conclusion that the aboeationed “privileged tax regime” concept shoulglgsolely for
purposes of Brazilian transfer pricing and thinitdjzation rules, this is a controversial issue¢ definitively
analyzed by Brazilian courts. In this sense, wenateable to assure that the broader definitiolmeohaven
jurisdiction will not be applied to interest andhet payments made to a Non-Resident Holder of ¢hesn

Brazil and Japan are signatories to a treaty (‘fddpeaty”) for the avoidance of double income tarat
Under the Japan Treaty, payments of interest titiemnincorporated in Japan (or a branch thereoftloer types of
income deemed similar to income from borrowed fumuider Brazilian tax law will be subject to a Bt
withholding tax rate of 12.5%.

We believe and intend to take the position forgaxposes that, as long as such payments are madte by
issuer to a Japanese paying agent pursuant terthe ind conditions of the notes and provided éurtitat such
Japanese paying agent is a tax resident of Jajkis gnalified for the benefits of the Japan Tremsith respect to
the notes, interest (including any original issisealint) will likely be subject to Brazilian tax atate of 12.5%
pursuant to the Japan Treaty. For this purposepriheipal paying agent must be granted dischaoyeeps and be
authorized to receive payments on behalf of thddrsl of the notes, which would release the Braziebtor from
the payment obligations. If the issuer is not ableely on the Japan Treaty to make the paymenthegayments
are not made by us to the principal paying agentsach payments will be subject to the Braziliathkolding tax
at the rates referred to above. In the eventthfeaissuer is required to make any payment in ocdiorewith the
notes to a Non-Resident Holder, the issuer wilhlbewved under Brazilian law to pay such additiocaaounts as
may be necessary to ensure that the net amouetsable by the Non-Resident Holder after the assessof
withholding income tax will equal the amounts thatuld have been payable in the absence of sucthelding,
subject to certain exceptions as described undesciiption of the Notes—Additional Amounts.”

Capital Gains

According to Article 26 of Law No. 10,833, enactedDecember 29, 2003, capital gains derived froen th
disposition of assets located in Brazil by a naieent to another non-resident made outside Baagikubject to
taxation in Brazil at a rate of 15% or 25%, depegdin whether the beneficiary is resident of ahtaen
jurisdiction under Brazilian law.

Considering that the notes are issued abroad laaikfore, may not fall within the definition of ats
located in Brazil for purposes of Law No. 10,838ing on the sale or other disposition of such notade outside
Brazil by a Non-Resident Holder, other than a binaorca subsidiary of a Brazilian resident, to arotion-resident
would not be subject to Brazilian taxes. Howevensidering the general scope of Law No. 10,833thadbsence
of judicial guidance in respect thereof, it is ilpible to predict whether such interpretation ulfimately prevail
in the Brazilian courts. If the position mentiorsdabve does not prevail, gains realized by a NondRes Holder
from the sale or other disposition of the notedattne subject to Brazilian withholding income taaaate of 15%
or 25%, if the Non-Resident Holder is domiciledaitax haven jurisdiction.

Other Tax Considerations

In addition to withholding income tax, Braziliandamposes a Tax on Foreign Exchange Transactions
(Imposto sobre Operagdes de Crédito, Cambio e SegurBelativas a Titulos e Valores Mobiliagiper
“IOF/Exchange,” due on the conversion of reais foteign currency and on the conversion of foregrrency into
reais. Currently, the IOF/Exchange rate for alnadisioreign currency exchange transactions, incigdoreign
exchange transactions in connection with paymemdgiuthe notes to Non-Resident Holders, is 0.38%.

As a general rule, foreign exchange transactiomsmmection with cross border loans and financifags,
both the inflow and outflow of proceeds into anahfrBrazil, are currently subject to IOF/Exchanga aéro
percent rate. However, for foreign exchange traimmas (including simultaneous foreign exchangegsations)
executed in connection with the inflow of proceta8razil deriving from crossborder loans or finengys or
international bond issuances, subject to registatiith the Central Bank and with the minimum ageréerm of
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180 days or less, the IOF/Exchange tax rate istB rate of 6% will be levied with penalties anterest in case
of loans or financings or international bonds witmimum average term longer than 180 days in whitlearly
redemption occurs in the first 180 days). The Biazigovernment is permitted to increase this sateny time up
to 25%. Any such increase in rates may only applature foreign exchange transactions.

Stamp, Transfer and Other Similar Taxes

Generally, there are no stamp, transfer or otmeilasi taxes in Brazil with respect to the transfer,
assignment or sale of the notes outside Brazilangrinheritance, gift or succession tax applicabline
ownership, transfer or disposition of the notegegx for gift and inheritance taxes imposed by s&nazilian
states on gifts and bequests by individuals otiesthot domiciled or residing in Brazil to indivals or entities
domiciled or residing within such states.

The above description is not intended to constiéutemplete analysis of all tax consequences ngjladi
the ownership of notes. Prospective purchaserstebrshould consult their own tax advisors conogythe tax
consequences of their particular situations.

United States Federal Income Taxation

The following is a summary of certain United Stdezteral income tax consequences of the purchase,
ownership and disposition of notes as of the datedf. Except where noted, this summary deals wittynotes
that are held as capital assets by a U.S. holdatefined below) who acquires the notes upon alggsuance at
their initial offering price.

A “U.S. holder” means a person that is for Unitedt&s federal income tax purposes a beneficial oahe
the notes and any of the following:

« an individual citizen or resident of the Unitedt8ta

e acorporation (or any other entity treated as aam@tion for United States federal income tax
purposes) created or organized in or under the ¢dwse United States, any state thereof or the
District of Columbia;

* an estate the income of which is subject to Un8tades federal income taxation regardless of its
source; or

* atrustifit (1) is subject to the primary supeign of a court within the United States and onmore
United States persons have the authority to coatrglubstantial decisions of the trust or (2) has
valid election in effect under applicable Unite@t8s Treasury regulations to be treated as a United
States person.

This summary is based upon provisions of the IatieRevenue Code of 1986, as amended (the “Code”),
and regulations, rulings and judicial decisionsfahe date hereof. Those authorities may be chthrghaps
retroactively, so as to result in United Stategfatlincome tax consequences different from thosensarized
below. This summary does not address all aspetisitdéd States federal income taxes and does rabidth
foreign, state, or local or other tax consideratitirat may be relevant to you in light of your pera
circumstances. In addition, it does not represetdtailed description of the United States federedme tax
consequences applicable to you if you are suljespécial treatment under the United States fedecame tax
laws. For example, this summary does not address:

» tax consequences to holders who may be subjepetiad tax treatment, such as dealers in securities
or currencies, traders in securities that electseothe mark-to-market method of accounting foir the
securities, financial institutions, regulated inwesnt companies, real estate investment trusts,
partnerships or other pass-through entities fotédhGtates federal income tax purposes, tax-exempt
entities or insurance companies;
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* tax consequences to persons holding the notegtasfgahedging, integrated, constructive sale or
conversion transaction or a straddle;

» tax consequences to holders of the notes whosetf@ural currency” is not the United States dollar;
» the potential application of the Medicare tax ohingestment income;

« alternative minimum tax consequences, if any; or

e any state, local or foreign tax consequences.

If a partnership holds the notes, the tax treatrokatpartner will generally depend upon the stafube
partner and the activities of the partnershipolf yre a partner of a partnership holding the ngtasshould
consult your tax advisors.

If you are considering the purchase of notes, younhsuld consult your own tax advisors concerning
the particular United States federal income tax cosequences to you of the ownership of the notes,vasll as
the consequences to you arising under the laws afyaother taxing jurisdiction.

Payments of Interest

Subject to the foreign currency rules discussedvipestated interest on a note (including any Biazitax
withheld) will generally be taxable to you as oatipincome at the time it is paid or accrued iroagance with
your method of accounting for United States federedme tax purposes.

If you use the cash method of accounting, you wélfequired to include in income the U.S. dolldugaof
the amount of interest received, determined bystedimg euros received at the spot rate on thesiate payment is
received regardless of whether the payment isahdanverted into U.S. dollars. You will not recize exchange
gain or loss upon the receipt of such payment.

If you use the accrual method of accounting, yoy determine the amount of income recognized with
respect to such interest in accordance with edhero methods. Under the first method, you wél fequired to
include in income for each taxable year the U.8adwalue of the interest that has accrued dusinch year,
determined by translating such interest at theameerate of exchange for the period or periodsxdusihich such
interest accrued. Under the second method, youeheay to translate interest income at the spetoat

» the last day of the accrual period,
» the last day of the taxable year if the accruaiogestraddles your taxable year, or

» the date the interest payment is received if sath & within five business days of the end of the
accrual period.

In addition, if you use the accrual method of aexting, upon receipt of an interest payment onta no
(including, upon the sale of a note, the receigiroteeds which include amounts attributable towsttinterest
previously included in income), you will recognieechange gain or loss, which will generally betiedaas United
States source ordinary income or loss, in an amegual to the difference between the U.S. doll&wevaf such
payment (determined by translating the euros redeat the spot rate on the date such paymentes/eel) and the
U.S. dollar value of the interest income you prasly included in income with respect to such paytmen

In addition to stated interest on the notes, ydubei required to include in income any Additional
Amounts (as described under “Description of theedetAdditional Amounts”) paid in respect of any Blian tax
withheld. Accordingly, the amount of interest inaimcluded by you in gross income for United Stéeeeral
income tax purposes with respect to a paymenttefest will generally be greater than the amourtagh actually
received (or receivable) by you with respect toghgment. You may be entitled to deduct or crdd# tax, subject
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to certain limitations (including that the electitndeduct or credit foreign taxes applies to Bilaur foreign taxes
for a particular tax year). Except with respecamny exchange gain or loss described above, itteczsne
(including any Additional Amounts) on a note getigraill be considered foreign source income arwd, gurposes
of the United States foreign tax credit, genenaily be considered passive category income. Yol géherally be
denied a foreign tax credit for foreign taxes imggbgith respect to the notes where you do not meghimum
holding period requirement during which you are prattected from risk of loss. The rules governimg foreign tax
credit are complex. You are urged to consult yaxradvisors regarding the availability of the fgretax credit
under your particular circumstances.

Sale, Exchange and Retirement of Notes

Upon the sale, exchange, retirement or other taxdibposition of a note, you will recognize gairlazs
equal to the difference between the amount youzeetiiereon (less an amount equal to any accrueckst, which
will be taxable as interest to the extent not mesly included in income) and your adjusted tavishimsthe note.
Your adjusted tax basis in a note will, in gendbalyour U.S. dollar cost for that note. If youghased a note with
euros, your U.S. dollar cost generally will be th&. dollar value of the euros paid for such naeihined at the
time of such purchase. If your note is sold, exdealn retired or disposed of in a taxable transadtio an amount
denominated in euros, then your amount realize@rgdly will be based on the spot rate on the daseich sale,
exchange, retirement or other taxable dispositiGrhowever, you are a cash method taxpayer aadtites are
traded on an established securities market foredrittates federal income tax purposes, euros pagteived will
be translated into U.S. dollars at the spot ratthersettlement date of the purchase or sale. cérual method
taxpayer may elect the same treatment with respebe purchase and sale of notes traded on allisktd
securities market, provided that the election igdiad consistently. An accrual method taxpayet tizees not make
the election described above will recognize foreigrrency exchange gain or loss (generally taxablenited
States source ordinary income or loss) upon thee s&thange, retirement or other taxable disposidfa note for
an amount denominated in euros to the extenthiealt/tS. dollar value of the euros received (basethe spot rate
on the settlement date) differs from the U.S. dalue of the amount realized.

Subject to the foreign currency rules discussedihgany gain or loss you recognize in excess®f th
exchange gain or loss will be capital gain or ksd will be long-term gain or loss if at the tinfdlee sale,
exchange, retirement or other disposition the hagebeen held for more than one year. Such gdossmill
generally be treated as United States source gaass Consequently, you may not be able to chiredit for any
Brazilian tax imposed upon a disposition of a netkess that credit can be applied (subject to eabple
limitations) against the United States federal medax due on other income treated as derived fooeign
sources. Alternatively, you may deduct any Braailiax imposed upon a disposition of a note, praVitiat you do
not elect to claim a foreign tax credit for anydign income taxes paid or accrued in the taxalde. yeong-term
capital gains of non-corporate U.S. holders awgl#é for reduced rates of taxation. The dedudtibdf capital
losses is subject to limitations.

A portion of your gain or loss recognized upon ghke, exchange, retirement or other taxable disposf
a note may be treated as exchange gain or losshaBge gain or loss will generally be treated aisedrStates
source ordinary income or loss. For these purpdsesamount of exchange gain or loss recognizedusl to the
difference between (i) the U.S. dollar value of phiacipal amount of the note determined on the gatyment is
received or the note is disposed of (or deemeddexpof) and (ii) the U.S. dollar value of the pijpal amount of
the note determined on the date you acquired ttee(ooare deemed to acquire the note). The anafiexchange
gain or loss will be limited to the amount of oMegain or loss realized on the disposition of truge.

Exchange Gain or Loss with Respect to Euros
Your tax basis in the euros received as interest ote or on the sale, exchange, retirement er oth
taxable disposition of a note will be the U.S. dolfalue thereof at the spot rate in effect ondéte the euros are

received. Any gain or loss recognized by you aala, exchange or other taxable disposition oetires will
generally be treated as United States source ogdimeome or loss.
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Reportable Transactions

Treasury regulations issued under the Code meartjuire the reporting of certain tax shelter $eations
could be interpreted to cover transactions genenalt regarded as tax shelters, including certigidn currency
transactions. Under the Treasury regulationsatettansactions are required to be reported téRBe including,
in certain circumstances, a sale, exchange, ratineor other taxable disposition of a note or evecsived in
respect of a note to the extent that such saléaege, retirement or other taxable dispositionlteguan ordinary
loss in excess of a threshold amount. You shoohdwit with your own tax advisors to determinettivereturn
obligations, if any, with respect to an investmiarthe notes, including any requirement to file IR8m 8886
(Reportable Transaction Disclosure Statement).

Substitution of the Issuer

The issuer may, subject to certain conditionsgptaiced and substituted by any direct or indirduobliy-
owned subsidiary (the “Substituted Issuer”) asgpal debtor in respect of the notes (see “Desonpdf the
Notes—Substitution of the Issuer”). This substitutionuMbgenerally be treated for United States fedieiame
tax purposes as a deemed taxable exchange of tdefoonew notes issued by the Substituted Ismgthus may
result in certain adverse tax consequences to yoaddition, if the Substituted Issuer is orgadizea jurisdiction
other than Brazil, the Substituted Issuer will haweobligation to indemnify each holder and berefiowvner of the
notes against certain taxes or duties which magdgred or levied against such holder or bendfmmner as a
result of any substitution and which would not hagen so incurred or levied had such substitutairbren made.
You should consult your own tax advisors regar@ing potential adverse tax consequences to yourthgatresult
from a substitution of the issuer.

Backup Withholding and Information Reporting

Generally, information reporting requirements \atiply to all payments on the notes and the proceeds
from a sale of a note paid to you, unless you arexampt recipient. Additionally, if you fail to @ride your
taxpayer identification number, or, in the casentérest payments, fail either to report in fulidiend and interest
income or to make certain certifications, you meayshbject to backup withholding.

Any amounts withheld under the backup withholdinigs will be allowed as a refund or a credit agains
your United States federal income tax liabilitypyided the required information is timely furnishiedhe Internal
Revenue Service.
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TRANSFER RESTRICTIONS

The notes are subject to restrictions on tran&euamarized below. By purchasing notes, you will b
deemed to have made the following acknowledgemegpisgsentations to and agreements with BRF anichitied
purchasers:

(1) You acknowledge that:

o the notes have not been registered under the 8esukct or any other securities laws and
are being offered for resale in transactions tleat@t require registration under the Securities
Act or any other securities laws; and

0 unless so registered, the notes may not be offectd or otherwise transferred except under
an exemption from, or in a transaction not subjecthe registration requirements of the
Securities Act or any other applicable securitéegsl and in each case in compliance with the
conditions for transfer set forth in paragraphk@pw.

(2) You represent that you are not an affiliate (ageefin Rule 144 under the Securities Act) of
ours, that you are not acting on our behalf antidlther:

0 Yyou are a qualified institutional buyer (as defimedRule 144A under the Securities Act) and
are purchasing notes for your own account or ferabcount of another qualified institutional
buyer, and you are aware that the initial purclease selling the notes to you in reliance on
Rule 144A; or

0 Yyou are nota U.S. person (as defined in Regul&iander the Securities Act) or purchasing
for the account or benefit of a U.S. person, othan a distributor, and you are purchasing
notes in an offshore transaction in accordance Réulation S.

3) You acknowledge that neither we nor the initialgharsers nor any person representing BRF or
the initial purchasers has made any representatigou with respect to us or the offering of theéaso other than
the information contained or incorporated by rafieeein this offering memorandum. You represent yoatare
relying only on this offering memorandum in makiyaur investment decision with respect to the notest agree
that you have had access to such financial and otfoemation concerning us and the notes as yae de@emed
necessary in connection with your decision to pasetnotes, including an opportunity to ask questajrand
request information from us.

4) You represent that you are purchasing notes for gaun account, or for one or more investor
accounts for which you are acting as a fiduciarggent, in each case not with a view to, or foeroffr sale in
connection with, any distribution of the notes ialation of the Securities Act, subject to any riegiment of law
that the disposition of your property or the prapef that investor account or accounts be atiraks$ within your
or their control and subject to your or their apitd resell the notes pursuant to Rule 144A or @thgr available
exemption from registration under the Securitiet Xou agree on your own behalf and on behalf gfiamestor
account for which you are purchasing notes, ant eabsequent holder of the notes by its accept@itbe notes
will agree, that until the end of the Resale Restm Period (as defined below), the notes mayftered, sold or
otherwise transferred only:

(a) to BRF;
(b) under a registration statement that has been e@elcidfective under the Securities Act;
(c) for so long as the notes are eligible for resaieufRule 144A, to a person the seller

reasonably believes is a qualified institutionaydauthat is purchasing for its own account or fe &ccount of
another qualified institutional buyer and to whoatice is given that the transfer is being madesliance on
Rule 144A;
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(d) through offers and sales that occur outside thé=drtates in reliance upon
Regulation S; or

(e) under any other available exemption from the regfisin requirements of the Securities
Act.

You also acknowledge that:

» the above restrictions on resale will apply frora thosing date until the date that is determinethby
issuer (in the case of Rule 144A notes) or 40 @iaythe case of Regulation S notes) after the lalter
(1) the closing date and (2) the last date that BRany of their affiliates was the owner of tletas
or any predecessor of the notes (the “Resale RestriPeriod”), and will not apply after the
applicable resale restriction period ends;

» if a holder of notes proposes to resell or transtees under clause (e) above before the applicable
resale restriction period ends, the seller musveieto BRF and the trustee a letter from the pasehn
in the form set forth in the indenture which musiyide, among other things, that the purchasen is a
institutional accredited investor that is acquirthg notes not for distribution in violation of the
Securities Act;

* BRF and the trustee reserve the right to requiemmection with any offer, sale or other transfer
notes under clause (e) above the delivery of ani@piof counsel, certifications and/or other
information satisfactory to BRF; and

* each note will contain a legend substantially eftiilowing effect:

THIS SECURITY HAS NOT BEEN REGISTERED UNDER THE SHRITIES ACT OF 1933, AS
AMENDED (THE “SECURITIES ACT"), OR THE SECURITIESAWS OF ANY STATE OR OTHER
JURISDICTION. NEITHER THIS SECURITY NOR ANY INTERESOR PARTICIPATION HEREIN MAY BE
REOFFERED, SOLD, ASSIGNED, TRANSFERRED, PLEDGED,EMWBERED OR OTHERWISE
DISPOSED OF IN THE ABSENCE OF SUCH REGISTRATION ORLESS SUCH TRANSACTION IS
EXEMPT FROM, OR NOT SUBJECT TO, SUCH REGISTRATIONJE HOLDER OF THIS SECURITY, BY
ITS ACCEPTANCE HEREOF, AGREES ON ITS OWN BEHALF ANDN BEHALF OF ANY INVESTOR
ACCOUNT FOR WHICH IT HAS PURCHASED SECURITIES, TGFBER, SELL OR OTHERWISE
TRANSFER THIS SECURITY, PRIOR TO THE DATE (THE “RBSE RESTRICTION TERMINATION
DATE”) THAT IS [IN THE CASE OF RULE 144A NOTESJCH DATE AS MAY BE DETERMINED BY THE
ISSUER] IN THE CASE OF REGULATION S NOTE®:DAYS OR SUCH LATER DATE AS MAY BE
DETERMINED BY THE ISSUER] AFTER THE LATER OF (1) THORIGINAL ISSUE DATE HEREOF AND
(2) THE LAST DATE ON WHICH THE ISSUER OR ANY AFFIIATE OF THE ISSUER WAS THE OWNER
OF THIS SECURITY (OR ANY PREDECESSOR OF THIS SECUR), ONLY (A) TO THE ISSUER,

(B) UNDER A REGISTRATION STATEMENT THAT HAS BEEN DELARED EFFECTIVE UNDER THE
SECURITIES ACT, (C) FOR SO LONG AS THE SECURITIERRE ELIGIBLE FOR RESALE PURSUANT TO
RULE 144A UNDER THE SECURITIES ACT, TO A PERSON REASONABLY BELIEVES IS A
“QUALIFIED INSTITUTIONAL BUYER” AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT
THAT PURCHASES FOR ITS OWN ACCOUNT OR FOR THE ACCRU OF ANOTHER QUALIFIED
INSTITUTIONAL BUYER AND TO WHOM NOTICE IS GIVEN THAI THE TRANSFER IS BEING MADE IN
RELIANCE ON RULE 144A, (D) THROUGH OFFERS AND SALEBHAT OCCUR OUTSIDE THE UNITED
STATES IN RELIANCE UPON REGULATION S OR (E) UNDERNY OTHER AVAILABLE

EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THEECURITIES ACT, SUBJECT TO
THE ISSUER’S AND THE TRUSTEE'’S RIGHT PRIOR TO ANYUEH OFFER, SALE OR OTHER
TRANSFER PURSUANT TO CLAUSE (E) TO REQUIRE THE DBERY OF AN OPINION OF COUNSEL, A
CERTIFICATION AND/OR OTHER INFORMATION SATISFACTORYO THE ISSUER.
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The resale restriction period may be extendeduird@scretion, in the event of one or more issuarde
additional notes, as described under “Descriptidin® Notes—Additional Notes.” The above legend rbay
removed at our direction after the resale restnicfieriod (including any such extension thereof).

(5) You acknowledge that we, the initial purchasers @thérs will rely upon the truth and accuracy
of the above acknowledgments, representations gregments. You agree that if any of the acknowlesigs)
representations or agreements you are deemed eaedle by your purchase of notes is no longer atguyou
will promptly notify us and the initial purchasetsyou are purchasing any notes as a fiduciarggaent for one or
more investor accounts, you represent that you baleeinvestment discretion with respect to eadhase
accounts and that you have full power to make Hov@ acknowledgments, representations and agresmoent
behalf of each account.
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PLAN OF DISTRIBUTION

Subject to the terms and conditions in the purclhgseement among BRF and the initial purchaserg, BR
has agreed to sell to the initial purchasers, @t ef the initial purchasers has severally agteguirchase the
principal amount of notes set forth opposite itsigan the table below.

Initial Purchasers Principal Amount
BanCo SaNtander, S .....covuiiiiii e € 83,3%4,00(
BNP Pariba.......u i 83,334,00
Citigroup Global Markets LIMIte.........ccouuuuiiiiiiii e, 83,333,00
Deutsche Bank AG, LONAON Brar........coocouiiiiiiiiiiiieeicieeeeeeee e 83,333,00
Merrill Lynch INternatitnal...........coouuuiiiiiiii e 83,323,00(
Morgan Stanley & Co. International PIC.......cceeeeeeeuvieeeiiiee e 83,333,000
10 7= TP € 500,000,00

The obligations of the initial purchasers underghechase agreement, including their agreement to
purchase notes from BRF, are several and not jbive.purchase agreement provides that the initiadh@asers will
purchase all the notes if any of them are purchased

The initial purchasers initially propose to offaetnotes for resale at the issue price that appeatse
cover of this offering memorandum. After the initdfering, the initial purchasers may change tffermg price
and any other selling terms. The initial purchaseay offer and sell notes through certain of théfliates.

In the purchase agreement, we have agreed that:

« we will not offer or sell any of our debt securdi@ther than the notes) for a period of 30 datey af
the date of this offering memorandum without thierpconsent of the initial purchasers; and

« we will indemnify the initial purchasers againstta@ liabilities, including liabilities under the
Securities Act, or contribute to payments thatittiggal purchasers may be required to make in retspe
of those liabilities.

The notes have not been registered under the 8esukct or the securities laws of any other juidgdn.
In the purchase agreement, each initial purchaseagreed that:

» the notes may not be offered or sold within thetéthiStates or to U.S. persons except pursuant to an
exemption from the registration requirements of$leurities Act or in transactions not subject to
those registration requirements; and

» during the initial distribution of the notes, itlioffer or sell notes only to qualified institutial buyers
in compliance with Rule 144A and outside the Uni&dtes in compliance with Regulation S.

In addition, until 40 days following the commencernef this offering, an offer or sale of notes wtithe
United States by a dealer (whether or not partitigan the offering) may violate the registrati@guirements of
the Securities Act unless the dealer makes the offsale in compliance with Rule 144A or anothazraption
from registration under the Securities Act.

The notes are a new issue of securities, and tteesidject to certain restrictions on resale amasfier as
described under “Transfer Restrictions.” We havaliagd to list the notes on the Luxembourg StockHaxge for
trading on the Euro MTF Market. BRF does not intemdpply for the notes to be listed on any semsriéxchange
or to arrange for the notes to be quoted on antatjon system other than the Euro MTF Market. Tigall
purchasers have advised us that they intend to makarket in the notes, but they are not obligdetb so. The
initial purchasers may discontinue any market mgkirthe notes at any time in their sole discretiecordingly,
we cannot assure you that a liquid trading markktevelop for the notes, that you will be ablestll your notes
at a particular time or that the prices that yazeiee when you sell will be favorable.
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You should be aware that the laws and practicesibain countries require investors to pay stammeda
and other charges in connection with purchasesafrgies.

In connection with the offering of the notes, thiial purchasers may engage in overallotment,iltaiy
transactions and syndicate covering transactiomsrallotment involves sales in excess of the affggsize, which
creates a short position for the initial purchasstabilizing transactions involve bids to purchésenotes in the
open market for the purpose of pegging, fixing aintaining the price of the notes. Syndicate coxgtiansactions
involve purchases of the notes in the open maffket the distribution has been completed in ordezaver short
positions. Stabilizing transactions and syndicateedng transactions may cause the price of thestot be higher
than it would otherwise be in the absence of thi@sesactions. If the initial purchasers engageabikzing or
syndicate covering transactions, they may discaetthem at any time.

The initial purchasers and/or their affiliates negyer into derivative and/or structured transactiorth
clients, at their request, in connection with tiogas and the initial purchasers and/or their at@és may also
purchase some of the notes to hedge their risksexpan connection with such transactions. Alse,itiiial
purchasers and/or their affiliates may acquirenbtes for their own propriety accounts. Such adtjons may have
an effect on demand for and the price of the notes.

Selling Restrictions
The notes are offered for sale only in those jucigehs where it is lawful to make such offers.

The notes have not been offered, sold or delivanebwill not be offered, sold or delivered, dirgait
indirectly, and this offering memorandum or anymmfation incorporated by reference herein or ahgobffering
material relating to the notes, has not been atidheti be distributed in or from any jurisdictiomeapt under
circumstances that will result in compliance witle tpplicable laws and regulations thereof andvifibih ot
impose any obligations on us except as set fortherpurchase agreement.

Brazil

The notes have not been, and will not be, regidtetth the CVM. The notes may not be offered odsol
Brazil, except in circumstances that do not coumtgtian public offering or distribution under Braaililaws and
regulations.

European Economic Area (EEA)

In relation to each Member State of the Europeam&mic Area that has implemented the Prospectus
Directive (each, a “Relevant Member State”), witfeet from and including the date on which the Petus
Directive is implemented in that relevant Membeat&ithe “relevant implementation date”), an oftethe public
of notes described in this offering memorandum matybe made in that Relevant Member State other tha

* to any legal entity that is a qualified investordaéined in the Prospectus Directive;

» to fewer than 100 or, if the Relevant Member Shai® implemented the relevant provision of the 2010

PD Amending Directive, 150 natural or legal pers(oiker than qualified investors as defined in the
Prospectus Directive), as permitted under the fagp Directive, subject to obtaining the prior
consent of the joint bookrunners for any such offer

* in any other circumstances falling within Articl&3 of the Prospectus Directive,

provided that no such offer of notes shall regthieissuer or any initial purchaser to publish@spectus
pursuant to Article 3 of the Prospectus Directive.

For the purposes of this provision, the expresarotioffer to the public” in relation to any notesany
Relevant Member State means the communicationyificem and by any means of sufficient informationtbe
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terms of the offer and the notes to be offeredssim &nable an investor to decide to purchasehscsibe for the
notes, as the same may be varied in that Membes Byaany measure implementing the Prospectus tiecia
that Member State, the expression “Prospectus fisganeans Directive 2003/71/EC (and amendmereretio,
including the 2010 PD Amending Directive, to theéee implemented in the Relevant Member State),iaeclddes
any relevant implementing measure in the Relevagmber State and the expression “2010 PD Amending
Directive” means Directive 2010/73/EU.

United Kingdom
Each Initial Purchaser has represented, warrame@greed that:

. it has only communicated or caused to be commuadcand will only communicate or cause to
be communicated an invitation or inducement to gada investment activity (within the
meaning of Section 21 of the Financial ServicesMatdkets Act 2000 (the “FSMA”")) received by
it in connection with the issue or sale of the Natecircumstances in which Section 21(1) of the
FSMA does would not, if the Issuer were not anHtatised person,” apply to the Issuer; and

. it has complied and will comply with all applicalpeovisions of the FSMA with respect to
anything done by it in relation to the Notes imnfr or otherwise involving the United Kingdom.

Switzerland

The notes may not and will not be publicly offerditributed or re-distributed in or from Switzerthand
neither this offering memorandum nor any othercgaliion for investments in the notes may be comisaiad or
distributed in Switzerland in any way that coulahstitute a public offering within the meaning oftidles 652a and
1156 of the Swiss Code of Obligations. This offgnmemorandum may not be copied, reproduced, disédbor
passed on to others without the prior written cahséthe initial purchasers. This offering mematam is not a
prospectus within the meaning of Articles 652a a4h86 of the Swiss Code of Obligations or a lisfingspectus
according to the Listing Rules of the SIX Swiss lage and may not comply with the information steidd
required thereunder. We will not apply for a ligtiof the notes on any Swiss stock exchange or &wess
regulated market and this offering memorandum natycomply with the information required under tleéerant
listing rules.

Hong Kong

The notes may not be offered or sold by meansytiaoument other than (1) in circumstances which do
not constitute an offer to the public within theaneng of the Companies Ordinance (Cap.32, LawsooigHKong),
or (2) to “professional investors” within the meagiof the Securities and Futures Ordinance (Capl5aids of
Hong Kong) and any rules made thereunder, or (8)hier circumstances which do not result in theudzent being
a “prospectus” within the meaning of the Compa@edinance (Cap.32, Laws of Hong Kong), and no
advertisement, invitation or document relating® hotes may be issued or may be in the possesfsanry person
for the purpose of issue (in each case whetheonimgHKong or elsewhere), which is directed at, erdbntents of
which are likely to be accessed or read by, théipubHong Kong (except if permitted to do so unttee laws of
Hong Kong) other than with respect to notes whiehar are intended to be disposed of only to persoside
Hong Kong or only to “professional investors” withthe meaning of the Securities and Futures OrdméGap.
571, Laws of Hong Kong) and any rules made thereund

Singapore

This offering memorandum has not been registeredpmespectus with the Monetary Authority of
Singapore under the Securities and Futures Act, Z&fpof Singapore, or the SFA, and accordinglg,rtbtes may
not be offered or be the subject of an invitationdubscription or purchase, nor will this offerimgmorandum or
and any other document or material in connectidh tiie offer or sale, or invitation for subscriptior purchase of
the notes, whether directly or indirectly, be clatad or distributed to any person in Singaporermthan under
exemptions provided in the SFA for offers madedagn institutional investor (as defined in Sectda@nof the
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SFA) pursuant to Section 274 of the SFA, (b) telavant person (as defined in Section 275(2) ohA) or any
person, pursuant to an offer referred to in Se@itB(1A) of the SFA, and in accordance with theditbons
specified in Section 275 of the SFA or (c) otheeapsirsuant to, and in accordance with, the conditad any other
applicable provision of the SFA.

Each holder of the notes should note that any suigse sale of the notes acquired pursuant to & off
this offering memorandum made under exemptioner(#)) above within a period of six months from tege of
initial acquisition is restricted to (1) institutial investors (as defined in Section 4A of the SK2) relevant
persons as defined in Section 275(2) of the SFA,(8hpersons pursuant to an offer referred tosictiBn 275(1A)
of the SFA.

Where the notes are acquired by persons who a@eard persons specified in Section 276 of the SFA,
namely:

» a corporation (which is not an accredited invegisrdefined in Section 4A of the SFA)) the sole
business of which is to hold investments and thieeeshare capital of which is owned by one or more
individuals, each of whom is an accredited investor

* atrust (where the trustee is not an accrediteelstav) whose sole purpose is to hold investmerds an
each beneficiary of the trust is an individual villan accredited investor, the shares, debentuarks a
units of shares and debentures of that corporatithe beneficiaries’ rights and interest (howsoeve
described) in that trust shall not be transferrédiov6 months after that corporation or that triuss
acquired the notes pursuant to an offer made upeletion 275 of the SFA except: (1) to an
institutional investor (for corporations, under @t 274 of the SFA) or to a relevant person as
defined in Section 275(2) of the SFA, or any pergorsuant to an offer that is made on terms that
such shares, debentures and units of shares aadtdets of that corporation or such rights and
interest in that trust are acquired at a considgratf not less than U.S.$200,000 (or its equiviiera
foreign currency) for each transaction, whethehsamount is to be paid for in cash or by excharfige o
securities or other assets and further for corpmratin accordance with the conditions specified i
Section 275 of the SFA; (2) where no consideraaor will be given for the transfer; or (3) whehe
transfer is by operation of law.

Relationships with Initial Purchasers

Certain of the initial purchasers and their affémhave engaged, and may in the future engage, in
investment banking and/or commercial banking treti@as with, and may perform services for, BRF #reir
affiliates in the ordinary course of business. ddition, in the ordinary course of their businessvities, the initial
purchasers and their affiliates may make or hdidoad array of investments and actively trade dadtequity
securities (or related derivative securities) andrfcial instruments (including bank loans) foritloevn account
and for the accounts of their customers. Suchsimvents and securities activities may involve s&@esrand/or
instruments of the Issuer or Issuer’s affiliatesrt@in of the initial purchasers or their affiliatinat have a lending
relationship with the Issuer routinely hedge tleegdit exposure to the Issuer consistent with thestomary risk
management policies. Typically, such initial puashrs and their affiliates would hedge such exgosurentering
into transactions which consist of either the pasehof credit default swaps or the creation oftsbasitions in our
securities, including potentially the notes offeheteby. Any such short positions could adversigcafuture
trading prices of notes offered hereby. The inpalchasers and their affiliates may also makesimrent
recommendations and/or publish or express indepemesearch views in respect of such securitidsancial
instruments and may hold, or recommend to clidrasthey acquire, long and/or short positions ithssecurities
and instruments
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LEGAL MATTERS

The validity of the notes offered and sold in thiitering will be passed upon for us, with respecew
York law by Simpson Thacher & Bartlett LLP, S&o aBrazil, and with respect to Brazilian law by &fedo,
Meyer, Sendacz e Opice Advogados, S&o Paulo, Biidm! validity of the notes offered and sold irstbffering
will be passed upon for the initial purchasershwéspect to New York law by Davis Polk & WardwiellP, S&o
Paulo, Brazil, and with respect to Brazilian lawRigheiro Guimarées —Advogados, S&o Paulo, Brazil.

INDEPENDENT ACCOUNTANTS

The audited consolidated financial statements df BRA. appearing in BRF S.A.’s Annual Report on
Form 20-F for the year ended December 31, 2014 beswr audited by Ernst & Young Auditores Indepeteen
S.S., independent accountants, as set forth inrigygort included therein, and incorporated hebgimeference.

With respect to our unaudited interim consoliddiedncial statements as of March 31, 2015 anddgche
of the three-month periods ended March 31, 201528d included elsewhere in this offering memorandu
Ernst & Young Auditores Independentes S.S. havéexplimited procedures in accordance with profesal
standards for a review of such information. Howeveeir report dated April 28, 2015 appearing hrestates that
they did not audit and they do not express an opion these unaudited interim consolidated findrst&ements.
Accordingly, the degree of reliance on their remortsuch information should be restricted in lighthe limited
nature of the review procedures applied.

Ernst & Young Auditores Independentes S.S.’s ppalcexecutive offices are located at Avenida
Presidente Juscelino Kubitschek, 1830, Torre If. fidbr, Itaim-Bibi, 04543-900, S&o Paulo, SP, Btazi
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LISTING AND GENERAL INFORMATION

(1) The notes have been accepted for clearance atedrsatt through Euroclear and Clearstream.
The CUSIP, ISIN and common code numbers for thesate as follows:

Rule 1442 Global Note Regulation S Global Note

ISIN Lo XS124232732 XS124232716
COMMON CO...coeiiieieiiiiii e 12423732 12423271
(2) Copies of our latest audited consolidated finansti@ements and unaudited interim consolidated

financial information, if any, may be obtained fidecharge at the offices of the Luxembourg payiggnt. Copies
of our bylaws, the indenture (including forms oteg) and this offering memorandum will be availabde of
charge at the offices of the Luxembourg paying ag8RF publishes its consolidated financial statetm®n an
annual and quarterly basis.

3) Our current bylawsHstatuto Sociglare filed as Exhibit 1.01 to our 2014 Form 20-F.

4) Except as disclosed in this offering memorandumgthas been no material adverse change in
our financial position since March 31, 2015, theedsaf the latest unaudited interim consolidatedriicial
statements included in this offering memorandum.

(5) Except as disclosed in this offering memorandumaseenot involved in any litigation or
arbitration proceedings relating to claims or anmisuhat are material in the context of this offgrinor so far as we
are aware is any such litigation or arbitrationgieg or threatened.

(6) We have applied to list the notes on the Luxemb@&iogk Exchange for trading on the Euro
MTF Market.

(7 The issuance of the notes was authorized by ourdBafeDirectors on May 29, 2015.
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A free translation from Portuguese into English of Report on review of interim consolidated financial
statements prepared in accordance with IAS 34 — Interim Financial Reporting, as issued by the
International Accounting Standards Board — IASB

Report on review of interim consolidated financial statements

The
Management and shareholders
BRF S.A.

Introduction

We have reviewed the accompanying interim consolidated financial statements of BRF S.A. and its subsidiaries
(the “Company”) as of March 31, 2015, comprising of the interim consolidated balance sheet as of March 31,
2015 and the related interim consolidated statements of income, comprehensive income, changes in equity and
cash flows for the three-month period then ended and explanatory notes. Management is responsible for the
preparation and presentation of these interim consolidated financial statements in accordance with International
Financial Reporting Standard IAS 34 - Interim Financial Reporting (“IAS 34”). Our responsibility is to express a
conclusion on these interim consolidated financial statements based on our review.

Scope of review

We conducted our review in accordance with Brazilian and International Standard on Review Engagements
(NBC TR 2410 — Revisdo de Informacoes Intermedidrias Executadas pelo Auditor da Entidade and ISRE 2410 —
Review of Interim Financial Information Performed by the Independent Auditor of the Entity, respectively). A
review of interim financial information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with Brazilian and International Standards on Auditing.
Consequently, it does not enable us to obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
consolidated financial statements are not prepared, in all material respects, in accordance with IAS 34.

Sao Paulo, April 28, 2015.
ERNST & YOUNG
Auditores Independentes S.S.
CRC 2SP015199/0-6

/s/ Antonio Humberto Barros dos Santos
Accountant CRC-1SP161745/0-3
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(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

BRF S.A.
CONSOLIDATED BALANCE SHEETS
March 31, 2015 and December 31, 2014
(Amounts expressed in millions of Brazilian Reais, unless otherwise stated)

ASSETS Note 03.31.15 12.31.14
CURRENT ASSETS
Cash and cash equivalents 6 5,873.8 6,006.9
Marketable securities 7 613.6 587.5
Trade accounts receivable, net 8 2,562.2 3,046.9
Notes receivable 8 221.3 215.1
Inventories 9 3,337.4 2,941.4
Biological assets 10 1,201.2 1,130.6
Recoverable taxes 11 990.1 1,009.1
Other financial assets 20 476.4 43.1
Other current assets 535.8 549.7
15,811.8 15,530.3
Assets of discontinued operations and held for sale 12 1,962.8 1,958.0
Total current assets 17,774.6 17,488.3
NON-CURRENT ASSETS
Marketable securities 7 63.9 62.1
Trade accounts receivable, net 8 8.9 7.7
Notes receivable 8 3371 361.7
Recoverable taxes 11 933.0 912.1
Deferred income and social contribution taxes 13 888.1 714.0
Judicial deposits 14 627.3 615.7
Biological assets 10 697.5 683.2
Restricted cash 7 120.5 115.2
Other non-current assets 307.6 317.4
Investments in associates and joint ventures 15 391.2 438.4
Property, plant and equipment, net 16 10,090.3 10,059.3
Intangibles 17 4,476.9 4,328.6
Total non-current assets 18,942.3 18,615.4
TOTAL ASSETS 36,716.9 36,103.7

See accompanying notes to the interim consolidated financial statements.



(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

BRF S.A.
CONSOLIDATED BALANCE SHEETS
March 31, 2015 and December 31, 2014
(Amounts expressed in millions of Brazilian Reais, unless otherwise stated)

LIABILITIES AND SHAREHOLDERS' EQUITY Note 03.31.15 12.31.14
CURRENT LIABILITIES
Short-term debt 18 2,426.7 2,738.9
Trade accounts payable 19 4,381.0 3,977.3
Payroll and related charges 477.6 4271
Tax payable 365.8 299.9
Interest on shareholders' equity 2.5 430.9
Employee and management profit sharing 106.6 395.8
Other financial liabilities 20 655.8 257.4
Provision for tax, civil and labor risks 24 255.4 243.0
Pension and other post-employment plans 23 56.1 56.1
Other current liabilities 219.2 234.4
8,946.7 9,060.8
Liabilities of discontinued operations 12 520.1 508.3
Total current liabilities 9,466.8 9,569.1

NON-CURRENT LIABILITIES

Long-term debt 18 10,295.2 8,850.4
Tax payable 28.3 25.9
Provision for tax, civil and labor risks 24 924.2 942.8
Deferred income and social contribution taxes 13 125.7 90.2
Pension and other post-employment plans 23 268.6 258.0
Other non-current liabilities 683.5 677.4
Total non-current liabilities 12,325.5 10,844.7
SHAREHOLDERS' EQUITY 25
Capital 12,460.5 12,460.5
Capital reserves 104.1 109.4
Income reserves 3,974.1 3,945.8
Retained earnings 436.3 -
Treasury shares (1,304.0) (304.9)
Other comprehensive loss (863.6) (620.4)
Equity attributable to interest of controlling shareholders 14,807.4 15,590.4
Equity attributable to non-controlling interest 117.2 99.5
Total shareholders' equity 14,924.6 15,689.9
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 36,716.9 36,103.7

See accompanying notes to the interim consolidated financial statements.
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(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

BRF S.A.
CONSOLIDATED STATEMENTS OF INCOME
Three-month periods ended March 31, 2015 and 2014

(Amounts expressed in millions of Brazilian Reais, except earnings per share and share data)

CONTINUED OPERATIONS
NET SALES
Cost of sales
GROSS PROFIT
OPERATING INCOME (EXPENSES)
Selling expenses
General and administrative expenses
Other operating expenses, net
Income (loss) from associates and joint ventures
OPERATING INCOME
Financial expenses
Financial income
INCOME BEFORE TAXES
Current
Deferred
PROFIT FROM CONTINUED OPERATIONS
DISCONTINUED OPERATIONS
PROFIT (LOSS) FROM DISCONTINUED OPERATIONS
NET PROFIT

Attributable to
Controlling shareholders
Non-controlling interest

EARNINGS PER SHARE
Weighted average shares outstanding - basic

Earnings per share - basic
Weighted average shares outstanding - diluted
Earning per share - diluted

EARNINGS PER SHARE FROM CONTINUED OPERATIONS

Weighted average shares outstanding - basic
Earnings per share - basic

Weighted average shares outstanding - diluted
Earning per share - diluted

See accompanying notes to the interim consolidated financial statements.

F-5

Note 03.31.15 03.31.14
28 7,048.3 6,706.6
32 (4,884.7) (4,930.8)

2,163.6 1,775.8
32 (1,083.6) (1,000.0)
32 (107.5) (94.2)
30 (273.0) (120.7)
15 (58.6) 11.4
640.9 572.3
31 (1,984.2) (447.6)
31 1,876.7 251.1
533.4 375.8
13 (10.4) (5.9)
13 (61.3) 42.7)
461.7 327.2
12 3.0 (7.8)
464.7 319.4

464.6 315.4

0.1 4.0

464.7 319.4

855,679,386 871,018,774

26 0.54297 0.36216
856,332,069 871,385,835

26 0.54255 0.36201
855,679,386 871,018,774

26 0.53949 0.37116
856,332,069 871,385,835

26 0.53907 0.37101
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(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

BRF S.A.
CONSOLIDATED STATEMENTS OF CASH FLOWS
Three-month period ended March 31, 2015 and 2014
(Amounts expressed in millions of Brazilian Reais, unless otherwise stated)

03.31.15 03.31.14

OPERATING ACTIVITIES

Net profit 461.6 323.3
Adjustments to reconcile net income to net cash provided by operating activities from

continued operations

Non-controlling interest - 4.0
Depreciation and amortization 310.3 287.3
Equity income of associates and joint ventures 58.6 (11.4)
Results on disposals of property, plant and equipment (9.9) (8.1)
Deferred income tax 61.3 42.7
Provision for tax, civil and labor risks 16.5 27.7
Other provisions 227.5 (46.4)
Exchange rate variations and interest 947.4 83.4
Changes in operating assets and liabilities
Investments in trading securities (76.9) (175.4)
Redemptions of trading securities 59.9 89.8
Other financial assets and liabilities (659.6) (28.1)
Trade accounts receivable 424.0 484.1
Inventories (394.8) 58.6
Biological assets - current assets (70.6) 25
Trade accounts payable 380.2 53.8
Payment of tax, civil and labor provisions (54.7) (39.0)
Interest paid (120.1) (122.3)
Payment of income taxes (1.0) (2.8)
Interest on shareholders' equity received 9.0 -
Other operating assets and liabilities (91.6) (79.7)
Net cash provided by operating activities from continued operations 1,477.1 944.0
Net cash provided by operating activities from discontinued operations 3.9 7.8
Net cash provided by operating activities 1,481.0 951.8
INVESTING ACTIVITIES
Investments in available for sale securities (1.1) -
Redemptions of available for sale securities 75.7 3.1
Investments in restricted cash (5.3) (4.3)
Investments in associates and joint venturies (0.4) (1.9)
Additions to property, plant and equipment (157.0) (200.1)
Additions to biological assets - non-current assets (132.2) (120.1)
Proceeds from disposals of property, plant and equipment 40.2 48.2
Additions to intangible (6.9) (0.3)
Net cash used in investing activities from continued operations (187.0) (275.4)
Net cash used in investing activities from discontinued operations (6.0) (13.4)
Net cash used in investing activities (193.0) (288.8)
FINANCING ACTIVITIES
Proceeds from debt issuance 470.7 1,030.5
Repayment of debt (974.7) (1,099.3)
Treasury shares acquired (1,028.8) -
Treasury shares disposal 19.3 241
Payments of dividends and interest on shareholders' equity (463.3) (365.0)
Net cash used in financing activities (1,976.8) (409.7)
EFFECT ON EXCHANGE RATE VARIATION ON CASH AND CASH EQUIVALENTS 555.5 (67.3)
Net (decrease) in cash and cash equivalents (133.1) 185.7
At the beginning of the period 6,006.9 3,127.7
At the end of the period 5,873.8 3,313.4

See accompanying notes to the interim consolidated financial statements.



(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

BRF S.A.
Notes to the Interim Consolidated Financial Statements
March 31, 2015
(Amounts expressed in millions of Brazilian Reais, unless otherwise stated)

1. COMPANY’S OPERATIONS

BRF S.A. (“BRF”) and its consolidated subsidiaries (collectively the “Company”) is one
of Brazil's largest companies in the food industry. BRF is a public company, listed on
the New Market of Brazilian Securities, Commodities & Futures Exchange
("“BM&FBOVESPA”), under the ticker BRFS3, and listed on the New York Stock
Exchange (“NYSE”), under the ticker BRFS. Its headquarter are located at 475, Rua
Jorge Tzachel in the City of Itajai, State of Santa Catarina. With a focus on raising,
producing and slaughtering of poultry and pork for processing, production and sale of
fresh meat, processed products, pasta, sauce, mayonnaise, frozen vegetables and
soybean by-products, among which the following are highlighted:

° Whole chickens and frozen cuts of chicken, turkey and pork;

o Ham products, bologna, sausages, frankfurters and other smoked
products;

Hamburgers, breaded meat products and meatballs;

Lasagnas, pizzas, cheese breads, pies and frozen vegetables;

Margarine, sauces and mayonnaise; and

Soy meal and refined soy flour, as well as animal feed.

As disclosed in the consolidated financial statements for the year ended December 31,
2014, the Company's Management decided to discontinue segment of dairy products
after analyzing an offer for acquisition made by a subsidiary of Groupe Lactalis, details
of which are presented in note 12.

The Company's Management has also changed its management structure and thus,
three-month period ended March 31, 2015, the Company’s activities became organized
in 5 operating segments, being: Brazil, Europe, Middle East and Africa ("MEA"), Asia
and Latin America ("LATAM") (note 5).

In the Domestic Market, the Company operates 34 meat processing plants, 3 margarine
processing plants, 3 pasta processing plants, 1 dessert processing plant and 3 soybean
crushing plants, located close to the Company’s raw material suppliers or the main
consumer centers.

The Company has an advanced distribution system and uses 20 distribution centers to
deliver its products to supermarkets, retail stores, wholesalers, restaurants and other
institutional customers in domestic and foreign markets.

In the Foreign Market, the Company operates 7 meat processing plants, 1 margarine
and oil processing plant, 1 sauces and mayonnaise processing plant, 1 frozen
vegetables processing plant and 15 distribution centers, besides subsidiaries or sales
offices in Argentina, Austria, Cayman Islands, Chile, China, France, Germany, Hungary,



(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

BRF S.A.
Notes to the Interim Consolidated Financial Statements
March 31, 2015
(Amounts expressed in millions of Brazilian Reais, unless otherwise stated)
Italy, Japan, Kuwait, Nigeria, Oman, Portugal, Russia, Saudi Arabia, Singapore, South
Africa, South Korea, Spain, The Netherlands, United Arab Emirates, United Kingdom,
Uruguay and Venezuela. The Company exports to more than 120 countries.

The table below summarizes the direct and indirect ownership interests of the
Company, as well as the activities of each subsidiary, associate and joint venture:

F-11



(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

(Amounts expressed in millions of Brazilian Reais, unless otherwise stated)

BRF S.A.

March 31, 2015

Notes to the Interim Consolidated Financial Statements

1.1. Interest in subsidiaries

% of equity interest

Entity Main activity Country Participation 03.31.15 12.31.14
Avipal Centro-Oeste S.A. (a) Industrialization and commercializations of milk Brazil Direct 100.00% 100.00%
BRF GmbH Holding Austria Direct 100.00% 100.00%
Al Khan Foodstuff LLC Import, commercialization and distribution of products Oman Joint venture 40.00% 40.00%
Al-Wafi Food Products Factory LLC Industrialization and commercialization of products United Arab Emirates Indirect 49.00% 49.00%
Badi Ltd. Import and commercialization of products United Arab Emirates Indirect 100.00% 100.00%
Al-Wafi Al-Takamol Imp. Import and commercialization of products Saudi Arabia Indirect 75.00% 75.00%

BRF Al Yasra Food K.S.C.C. Import and commercialization and distribution of products Kuw ait Indirect 75.00% 75.00%
BRF Foods GmbH Industralization, import and commercialization of products Austria Indirect 100.00% 100.00%
BRF Foods LLC Import and commercialization of products Russia Indirect 90.00% 90.00%
BRF France SARL (c) Merketing and logistics services France Indirect 100.00% 100.00%
BRF Global Company Nigeria Ltd. Marketing and logistics services Nigeria Indirect 99.00% 99.00%
BRF Global Company South Africa Proprietary Ltd. Import and commercialization of products South Africa Indirect 100.00% 100.00%
BRF Global Company Nigeria Ltd. Marketing and logistics services Nigeria Indirect 1.00% 1.00%

BRF Global GmbH (b) Holding and trading Austria Indirect 100.00% 100.00%
Qualy 5201 B.V. (b)  Import, commercialization of products and holding The Netherlands Indirect 100.00% 100.00%
Xamol Consultores Senigos Ltda. (a)  Import and commercialization of products Portugal Indirect 100.00% 100.00%

BRF Japan KK Marketing and logistics services Japan Indirect 100.00% 100.00%
BRF Korea LLC Marketing and logistics services Korea Indirect 100.00% 100.00%
BRF Singapore PTE Ltd. Marketing and logistics services Singapore Indirect 100.00% 100.00%
Federal Foods LLC Import and commercialization of products United Arab Emirates Indirect 49.00% 49.00%
Perdigao Europe Ltd. Import and commercialization of products Portugal Indirect 100.00% 100.00%
Perdigao International Ltd. Import and commercialization of products Cayman Island Indirect 100.00% 100.00%
BFF International Ltd. Financial fundraising Cayman Island Indirect 100.00% 100.00%
Highline International (a) Financial fundraising Cayman Island Indirect 100.00% 100.00%

BRF Germany GmbH (@  Importand commercialization of products Germany Indirect 100.00% 100.00%
BRF Holland B.V. (e) Administrative services The Netherlands Indirect 100.00% 100.00%
BRF B.V. ()  Industrialization, import and commercializations of products The Netherlands Indirect 100.00% 100.00%

BRF Hungary LLC (@) mport and commercialization of products Hungary Indirect 100.00% 100.00%
BREF Iberia Alimentos SL (h)  Merketing and logistics services Spain Indirect 100.00% 100.00%
BRF ltalia SPA ()  Importand commercialization of products ltaly Indirect 67.00% 67.00%
BRF UK Ltd. ()  mportand commercialization of products England Indirect 100.00% 100.00%
BRF Wrexham Ltd. (9  Industrialization, import and commercializations of products England Indirect 100.00% 100.00%
Sadia Chile S.A. Import and commercialization of products Chile Indirect 40.00% 40.00%
Sadia Foods GmbH (a)  Import and commercialization of products Germany Indirect 100.00% 100.00%
BRF Foods LLC Import and commercialization of products Russia Indirect 10.00% 10.00%
Wellax Food Logistics C.P.A.S.U. Lda. Import and commercialization of products Portugal Indirect 100.00% 100.00%
Elebat Alimentos S.A. () Industrialization and commercialization of products Brazil Direct 99.99% 99.00%
Establecimiento Levino Zaccardi y Cia. S.A. Industrialization and commercializations of dairy products Argentina Direct 98.26% 98.26%
K&S Alimentos S.A. Industrialization and commercialization of products Brazil Affiliate 49.00% 49.00%
Minerva S.A. Industrialization and commercialization of products Brazil Affiliate 16.29% 16.29%
Nutrifont Alimentos S.A. Industrialization and commercialization of products Brazil Affiliate 50.00% 50.00%
PP-BIO Administragdo de bem préprio S.A. Management of assets Brazil Affiliate 33.33% 33.33%
PSA Laboratdrio Veterinrio Ltda. Veterinary activities Brazil Direct 100.00% 100.00%
Elebat Alimentos S.A. () Industrialization and commercialization of products Brazil Indirect 0.01% 1.00%
Sino dos Alpes Alimentos Ltda. (a) Industrialization and commercializations of products Brazil Indirect 99.99% 99.99%
PR-SAD Administragao de bem préprio S.A. Management of assets Brazil Affiliate 33.33% 33.33%
Quickfood S.A. Industrialization and commercialization of products Argentina Direct 90.05% 90.05%
Sadia Alimentos S.A. Import and commercialization of products Argentina Direct 99.98% 99.98%
Avex S.A. Industrialization and commercialization of products Argentina Indirect 95.00% 95.00%
Flora Danica S.A. Industrialization and commercialization of products Argentina Indirect 95.00% 95.00%

GB Dan S.A. Industrialization and commercialization of products Argentina Indirect 5.00% 5.00%

Flora San Luis S.A. Industrialization and commercialization of products Argentina Indirect 95.00% 95.00%

Flora Danica S.A. Industrialization and commercialization of products Argentina Indirect 5.00% 5.00%

GB Dan S.A. Industrialization and commercialization of products Argentina Indirect 95.00% 95.00%

Flora San Luis S.A. Industrialization and commercialization of products Argentina Indirect 5.00% 5.00%

Sadia International Ltd. Import and commercialization of products Cayman Island Direct 100.00% 100.00%
Sadia Chile S.A. Import and commercialization of products Chile Indirect 60.00% 60.00%
Sadia Uruguay S.A. Import and commercialization of products Uruguay Indirect 100.00% 100.00%
Avex S.A. Import and commercialization of products Argentina Indirect 5.00% 5.00%
Sadia Alimentos S.A. Import and commercialization of products Argentina Indirect 0.02% 0.02%
Sadia Overseas Ltd. Financial fundraising Cayman Island Direct 100.00% 100.00%
UP Alimentos Ltda. Industrialization and commercializations of products Brazil Affiliate 50.00% 50.00%
Vip S.A. Emp. Part. Imobilidrias Commercialization of ow ned real state Brazil Direct 100.00% 100.00%
Establecimiento Levino Zaccardi y Cia. S.A. Industrialization and commercializations of dairy products Argentina Indirect 1.74% 1.74%
Sino dos Alpes Alimentos Ltda. (a) Industrialization and commercializations of products Brazil Indirect 0.01% 0.01%

@ Dormant subsidiaries.

®  The wholly-owned subsidiary BRF Global GmbH started to operate as a trading in the European market as from
May 1, 2013. In addition, it owns 101 direct subsidiaries in Madeira, Portugal, with an investment of R$4.0 as of
March 31, 2015 (R$3.0 as of December 31, 2014) and a direct subsidiary in Den Bosch, The Netherlands,
denominated Qualy 20 with an investment of R$4.3 as of March 31, 2015 (R$4.4 as of December 31, 2014).
The wholly-owned subsidiary Qualy 5201 B.V. owns 213 subsidiaries in The Netherlands being the amount of
this investment of R$16.6 as of March 31, 2015 (R$14.6 as of December 31, 2014). The purpose of these 2
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(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

BRF S.A.
Notes to the Interim Consolidated Financial Statements
March 31, 2015
(Amounts expressed in millions of Brazilian Reais, unless otherwise stated)

subsidiaries is to operate in the European market to increase the Company’s market share, which is regulated
by a system of poultry and turkey meat import quotas.

Change the corporate name from Perdigdo France SARL to BRF France SARL.

Change the corporate name from Plusfood Germany GmbH to BRF Germany GmbH.

Change the corporate name from Plusfood Holland B.V. to BRF Holland B.V.

Change the corporate name from Plusfood B.V. to BRF B.V.

Change the corporate name from Plusfood Hungary Trade and Service LLC to BRF Hungary LLC.
Change the corporate name from Plusfood Iberia SL to BRF Iberia Alimentos SL.

Change the corporate name from Plusfood Italy SRL to BRF Italia SPA.

0 Change the corporate name from Plusfood UK Ltd to BRF UK Ltd.

®) Change the corporate name from Plusfood Wrexham to BRF Wrexham Ltd.

" on February 27, 2015, change in equity interest through capital increase.

1.2. Seasonality

The Company does not operate with any significant seasonality through the year. In
general, during the fourth quarter of each year demand in Brazil is slightly stronger than
in the other quarters, due to Christmas and New Year Celebrations, being the best-
selling products in this period are: turkey, Chester® and ham.

2. MANAGEMENT’S STATEMENT AND BASIS OF PREPARATION AND
PRESENTATION OF INTERIM CONSOLIDATED FINANCIAL STATEMENTS

The Company’s interim consolidated financial statements are prepared in accordance
with International Financial Reporting Standards (“IFRS”), as issued by the
International Accounting Standards Board (“IASB”), for interim financial reporting in
accordance with IAS 34 — Interim Financial Reporting (“IAS 34”).

The Company’s interim consolidated financial statements are expressed in millions of
Brazilian Reais (“R$”), as well as the amounts of other currencies disclosed therein. The
result information is prepared by their accumulated over the same period last year.

The preparation of the Company’s interim consolidated financial statements requires
Management to make judgments, use estimates and adopt assumptions that affect the
reported amounts of revenues, expenses, assets and liabilities, as well as the
disclosures of contingent liabilities as of the reporting date. However, the uncertainty
inherent to these judgments, assumptions and estimates could result in material
adjustments to the carrying amounts of the affected assets and liabilities in future
periods.
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(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

BRF S.A.
Notes to the Interim Consolidated Financial Statements
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The Company reviews its judgments, estimates and assumptions on a quarterly basis.

The interim consolidated financial statements were prepared on the historical cost
except for the following items which are measured at fair value:

e derivative and non-derivative financial instruments, being changes to fair
value recognized through the statement of income;

e available for sale financial assets; and
e share-based payments and employee benefits.

As a result of the Company’s decision to discontinue the operating segment of dairy
products the consolidated statements of income and cash flows for the three-months
ended March 31, 2015 and 2014 are disclosed in accordance with the requirements of
IFRS 05 — Non-current Assets Held for Sale and Discontinued Operations.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The interim consolidated financial statements have been prepared based on the
accounting policies and estimates calculation methodology adopted in the preparation
of the consolidated financial statements for the year ended December 31, 2014 (note 3).

There were no changes to such policies and estimates calculation methodology. As
allowed by IAS 34, the details of the accounting policies adopted by the Company are
not disclosed. Hence, the interim consolidated financial statements should be read in
conjunction with the consolidated financial statements for the year ended December 31,
2014, in order to allow the users of this interim financial information to further
understand the Company’s capacity of profit and future cash flows generation as well as
its financial conditions and liquidity.

The exchange rates in Brazilian Reais that are effective at the balance sheet dates are
as follows:
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Exchange rate at the balance sheet date 03.31.15 12.31.14
U.S. Dollar (US$ or USD) 3.2080 2.6562
Euro (€ or EUR) 3.4457 3.2270
Pound Sterling (£ or GBP) 4.7642 4.1405
Argentine Peso ($ or ARS) 0.3637 0.3172
Rial Oma (OMR) 8.3325 6.8992
Dirhan (AED) 0.8735 0.7232

Average rates
U.S. Dollar (US$ or USD) 2.8634 2.3536
Euro (€ or EUR) 3.2172 3.1221
Pound Sterling (£ or GBP) 4.3344 3.8721
Argentine Peso ($ or ARS) 0.3295 0.2905
Rial Oma (OMR) 7.4378 6.1134
Dirhan (AED) 0.7796 0.6408

4, FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
41. Overview

In the normal course of its business, the Company is exposed to credit, liquidity and
market risks, which are actively managed in conformity with the Risk Policy and internal
guidelines subject to such policy.

The policy and guidelines, as well as monitoring process, evolution and approval of risk
management were disclosed in detail in the consolidated financial statements for the
year ended December 31, 2014 (note 4) and there is no change in the three-months
ended March 31, 2015.

a. Credit risk management

The Company is subject to the credit risk related to trade accounts receivable, financial
investments and derivative contracts, as follows:

o Credit risk associated with trade accounts receivable is actively managed
by dedicated team, through specific systems. Furthermore, it should be
noted the diversification of the customer portfolio and the concession of
credit to customers with good financial and operational conditions. The
Company does not usually require collateral for sales to customer, and it
has contracted credit insurance policy for specific markets; and

e Credit risk associated with financial investments and derivative contracts is
mitigated by the Company’s policy of working with prime institutions.

On March 31, 2015, the Company had financial investments over R$10.0 at the
following financial institutions: Banco BNP, Banco Bradesco, Banco do Brasil, Banco do
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Nordeste, Banco HSBC, Banco Ital, Banco Safra, Banco Santander, Caixa Econdtmica
Federal, Standard Chartered and Societe Generale.

The Company also held derivative contracts with the following financial institutions:
Banco Bradesco, Banco do Brasil, Banco HSBC, Banco Itau, Banco Santander, Banco
Votorantim, Barclays, Citibank, Deutsche Bank, ING Bank, JP Morgan, Merrill Lynch,
Banco BNP and Rabobank.

b. Liquidity risk management

Liquidity risk management aims to reduce the impacts caused by events that may affect
the Company’s cash flow. Thus, the Company utilizes the following metrics:

e Cash Flow at Risk (“CFaR”), which aims to statistically estimates the cash
flows for the next twelve months and the Company’s liquidity exposure.
The Company determined that the minimum cash available should be
equivalent mainly to the average monthly billing and EBITDA for the last
twelve-month period; and

e Value at Risk ("VaR") is used for derivative transactions that require
payments of periodic adjustments. Currently, the Company holds only
BM&F operations with daily adjustments and in order to monitor them,
such methodology is utilized, which statistically measures potential
maximum adjustments to be paid at intervals of 1 to 21-days.

The Company maintains its leverage levels in order to avoid any impact to its ability to
settle commitments and obligations. As a guideline, the majority of the debt should be in
long term. On March 31, 2015, the long term debt portion accounted for 80.9% (76.4%
as of December 31, 2014) of the total outstanding debt with an average term greater
than 5 years.

The table below summarizes the commitments and contractual obligations that may
impact the Company’s liquidity:
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03.31.15
Book Cash flow Upto 9 After
value contracted months 2016 2017 2018 2019 5 years
Non derivative financial liabilities
Loans and financing 4,385.6 5,005.0 2,227.4 511.9 589.2 1,012.8 193.2 470.5
BRF bonds 6,902.4 9,736.0 357.7 357.7 357.7 838.4 319.0 7,505.5
BFF bonds 706.9 960.0 255 51.1 51.1 51.1 51.1 730.1
Sadia bonds 524.9 600.6 35.2 35.2 530.2 - - -
Quickfood bonds 202.1 284.5 70.5 116.2 49.2 48.6
Trade accounts payable 4,381.0 4,381.0 4,381.0 - - - - -
Capital lease " 210.5 320.3 81.0 426 26.3 22.9 22.4 125.1
Operational lease - 608.8 115.0 128.8 96.1 77.5 62.2 129.2

Derivative financial liabilities
Financial instruments designated as cash
flow hedge

Interest rate and exchange rate derivatives 231.4 275.1 15.6 39.4 39.3 180.1 0.7
Currency derivatives (NDF) 188.4 (99.3) (101.2) 1.9 - - -
Fixed exchange rate 111.8 111.0 111.0 -

Currency derivatives (options) 116.4 18.9 18.9

Financial instruments not designated as

cash flow hedge
Currency derivatives (Future) 5.3 5.3 5.3
Interest rate and exchange rate derivatives 2.5 0.2 0.2

™ It does not include the capital leases contracted with financial institutions which are included in loans and
financing line above.

C. Interest rate risk management

It is the risk the Company incurs in economic losses resulting from changes in interest
rates, which could affect its assets and liabilities.

The Company’s Risk Policy does not restrict exposure to different interest rates, neither
establishes limits for fixed or floating rates. However, the Company continually monitors
the market interest rates in order to evaluate any need to enter into hedging transaction
to protect from the exposure to fluctuation such rates and manage the mismatch
between its financial investments and debts. In these transactions the Company enters
into contracts that exchange floating rate for fixed rate or vice-versa. Such transactions
were designated by the Company as cash flow hedge.

The Company’s indebtedness is essentially tied to the London Interbank Offered rate
("LIBOR"), fixed coupon (“R$ and USD”), Long Term Interest Rate ("TJLP") and
Monetary Unit of the Bank National Economic and Social Development ("UMBNDES")
rates. In case of adverse changes in the market that result in LIBOR, TJLP and
UMBNDES rise, the cost of the floating indebtedness rises and on the other hand, the
cost of the fixed indebtedness decreases in relative terms.

With regards to the Company's marketable securities, the main index is the Interbank
Deposit Certificate ("CDI") for investments in the domestic market and fixed coupon
(“USD?”) for investments in the foreign market.

d. Foreign exchange risk management

It is the risk to variations of foreign exchange rates that may cause the Company to
incur unexpected losses, leading to a reduction of assets or an increase in liabilities.
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Assets and liabilities denominated in foreign currency are as follows:

03.31.15 12.31.14
Total exposure

Cash and cash equivalents and marketable securities 5,297.4 4,551.2
Trade accounts receivable 1,532.1 1,693.3
Accounts receivable from subsidiaries 0.4 1.2
Future dollar agreements 914.3 252.3
Embedded derivative (note 12.2) 2,238.4 1,853.4
Inventories 2.1 211
Exchange rate contracts (Swap) - (4.6)
Loans and financing (9,323.1) (7,596.2)
Bonds designated as cash flow hedge 962.4 796.9
Exports prepayments designated as cash flow hedge 962.4 796.9
Trade accounts payable (1,148.7) (957.2)
Other assets and liabilities, net 151.6 97.6

1,589.4 1,506.0
Foreign exchange exposure (in US$) 495.5 567.0
Foreign exchange exposure impacting the statement of income (in US$) 557.1 550.5
Foreign exchange exposure included in other comprehensive income (in US$) (61.6) 16.5
Foreign exchange exposure (in US$) 495.5 567.0

The Company's net foreign exchange exposure as of March 31, 2015 corresponds to an
asset amounting to US$495.5. Due to the impacts of the functional currency, net foreign
exchange exposure is composed of: (i) an asset totaling US$557.1, on which variations
are recorded in statement of income and (ii) a liability totaling US$61.6, on which
variations are recognized in comprehensive income. On March 31, 2015, the net foreign
exchange exposure is within the limit set by the Company's Risk Policy.

e. Commodity price risk management

In the normal course of its operations, the Company purchases commodities, mainly
corn, soymeal and oil and live hogs, which are some of the individual components of
production cost.

Corn, soymeal and oil prices are subject to volatility resulting from weather conditions,
crop yield, transportation and storage costs, government’s agricultural policy, foreign
exchange rates and the prices of these commodities on the international market, among
others factors. The prices of hogs acquired from third parties are subject to market
conditions and are influenced by internal availability and levels of demand in the
international market, among other aspects.

The Risk Policy establishes limits for hedging the corn and soymeal purchase flow,
aiming to reduce the impact resulting from a price increase of these raw materials, and
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may utilize derivative instruments or inventory management for this purpose. Currently,
the management of inventory levels is used as a hedging instrument.

f. Capital management

The Company’s definition of the adequate capital structure is essentially associated with
(i) cash strength as a tolerance factor to liquidity volatility, (ii) financial leverage and (iii)
maximization of the opportunity cost of capital.

The cash and liquidity strategy takes into consideration the historical scenarios of
volatility of results as well as simulations of sectorial and systemic crises and is based
on permitting the resilience in scenarios of restricted access to capital.

Financial leverage aims the balance between the different sources of funding and their
conditions of allocation in order to maximize the opportunity cost to BRF in its business
expansion initiatives. Moreover, the objective of maintaining the investment grade
disciplines the weighting of using own and third party capital.

The Company monitors levels of debt and net debt, which are shown below:

03.31.15 12.31.14
Current  Non-current Total Total

Foreign currency debt (393.2) (8,929.8) (9,323.0) (7,596.2)
Local currency debt (2,033.5) (1,365.4) (3,398.9) (3,993.1)
Other financial liabilities (655.8) - (655.8) (257.4)
Gross debt (3,082.5) (10,295.2) (13,377.7) (11,846.7)
Marketable securities and cash and cash equivalents 6,487.4 63.9 6,551.3 6,656.5
Other financial assets 476.4 - 476.4 431
Restricted cash - 120.5 120.5 115.2
Net debt 3,881.3 (10,110.8) (6,229.5) (5,031.9)

4.2. Derivative and non-derivative financial instruments designated as hedge
accounting

The Company applies hedge accounting to its derivative instruments classified as cash
flow hedges, in accordance with the Risk Policy. Cash flow hedges consist of hedging
the exposure to variations in cash flows attributable to a particular risk associated with a
recognized asset or liability, or a highly probable transaction that could affect profit and
loss.

The Risk Policy has also the purpose of determining parameters of use of financial
instruments, including derivatives, which are designed to protect the operating and
financial assets and liabilities, which are exposed to the variations of foreign exchange
rates, the fluctuation of the interest rates and changes to the commaodity prices.
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The Company, within its hedge accounting strategy, utilizes the following financial

instruments:

Non-deliverable forwards — NDF
Interest rate and currency swap
Deliverable forwards

Options

Export prepayments — PPEs
Senior unsecured notes — Bonds

4.2.1 Breakdown of the balances of derivative financial instruments

The positions of outstanding derivative financial instruments as follows:

03.31.15 12.31.14
Reference Reference Reference
Hedge currency value value
Instrument object (notional) (notional) Fair value (1) (notional) Fair value (1)
Financial instruments designated as cash flow hedge
NDF - Dollar sale Currency UsD 250.8 (112.1) 439.7 (62.7)
NDF - Euro sale Currency EUR 66.5 (9.0) 74.0 0.2
NDF - Pound Sterling sale Currency GBP 30.8 (15.9) 41.6 (2.1)
NDF - Yen sale Currency JPY 12,923.0 (50.9) 16,993.2 (2.8)
Currency swap - US$ Currency BRL 250.0 (153.0) 250.0 (90.3)
Interest rate swap - US$ Interest uUsD 200.0 (33.4) 200.0 (29.1)
Deliverable forwards - US$ Currency uUsD 222.5 (109.9) 102.5 (2.8)
Deliverable forwards - Euro Currency EUR 11.0 (1.8) 8.0 0.3
Options (Collar) - US$ Currency usD 600.0 (53.7) 164.0 (4.0)
Options (Put) - US$ Currency USD 375.0 30.9 10.0 -
Interest rate swap - US$ Interest usb 200.0 (45.1) 200.0 (38.6)
(553.9) (231.9)
Financial instruments not designated as cash flow hedge
NDF - Yen sale Currency JPY - - 1,000.0 1.1
Embedded derivative - (note 12.2) Currency usD 697.8 374.0 697.8 28.0
Currency swap - US$ Currency USD - - 2.8 (1.8)
Interest rate - R$ Interest BRL 590.0 (2.5) 590.0 (1.4)
Future - BM&FBOVESPA Currency uUsSD 285.0 (5.3) 95.0 (5.7)
NDF - Euro Currency EUR 170.0 7.8 150.0 0.1
NDF - Pound Sterling Currency GBP 20.0 0.3 20.0 (2.6)
NDF - Peso Currency USD - - 3.4 (0.1)
374.3 17.6
(179.6) (214.3)

™" The market value determination method used by the Company consists of calculating the future value based on
the contracted conditions and determining the present value based on market curves, obtained from the database

of Bloomberg and BM&FBOVESPA.
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b. Interest rate and currency swaps

The position of interest rate and currency swaps is presented as follows:

Assets Liabilities
Instrument Maturity (Hedged object) (Protected risk) Notional Fair value
Financial instruments designated as cash flow hedge
Interest rate 01.22.18 LIBOR 6M + 2.82% p.a. 5.86% p.a. 100.0 (16.3)
Interest rate 06.18.18 LIBOR 3M + 2.60% p.a. 5.47% p.a. 100.0 (17.1)
Interest rate 02.01.19 LIBOR 6M + 2.70% p.a. 5.90% p.a. 100.0 (22.6)
Interest rate 02.01.19 LIBOR 6M + 2.70% p.a. 5.88% p.a. 100.0 (22.4)
(78.4)
Currency swap 05.22.18 R$ + 7.75% US$ + 1.60% 250.0 (153.0)
(231.4)
Financial instruments not designated as cash flow hedge
Interest rate - Bond 05.22.18 RS$ (Fixed rate of 7.75% p.a.) 68.84% CDI 50.0 (0.4)
Interest rate - NCE 06.19.15 RS (Fixed rate of 8.00% p.a.) 66.30% CDI 50.0 -
Interest rate - NCE 11.19.15 R$ (Fixed rate of 10.84% p.a.) 89.84% CDI 300.0 (1.7)
Interest rate - NCE 06.29.15 RS$ (Fixed rate of 8.00% p.a.) 67.35% CDI 90.0 -
Interest rate - NCE 10.29.15 RS$ (Fixed rate of 10.84% p.a.) 89.35% CDI 100.0 (0.4)
(2.5)
C. Deliverable forwards

The position of deliverable forwards designated as cash flow hedge is presented as
follows:

03.31.15
R$ x US$ R$ x EUR
Maturities Notional US$ Average US$ Fair value Notional EUR Average EUR Fair value
April 2015 15.0 2.6817 (8.1) - - -
May 2015 5.0 2.7387 (2.5) - - -
June 2015 35.0 2.6723 (20.4) - - -
July 2015 5.0 2.7910 (2.5) 5.0 3.4126 (0.7)
August 2015 15.0 2.8302 (7.2) 3.0 3.4977 (0.2)
September 2015 45.0 2.8281 (22.5) - - -
October 2015 35.0 2.8779 (16.6) 3.0 3.3037 (0.9)
November 2015 17.7 2.8964 (8.5) - - -
December 2015 20.0 2.9440 9.1) - - -
January 2016 29.8 3.0087 (12.5) - - -
222.5 2.8391 (109.9) 11.0 3.4061 (1.8)
d. Options

The Company designates as a cash flow hedge only the variation in the intrinsic value of
its options, recognizing the time value of the premium in the financial result. If the hedge
is not effective and the option is not exercised due to devaluation of the Brazilian Real,
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the losses related to the options will be recognized as financial expenses in the
statement of income.

The Company has designated transactions involving options denominated collar which
is a purchase of a put option ("PUT") and a sale of a call option ("CALL").

When the market price of any of the options is not available in an active market, the fair

value is based on an option pricing model (Black-Scholes or Binomial).

03.31.15
R$ x US$
Maturities Notional (US$) Average US$ Fair value
Financial instruments designated as cash flow hedge
Collar - Call (Sale) April 2015 (40.0) 2.9248 (11.9)
Collar - Put (Purchase) April 2015 40.0 2.7525 -
Collar - Call (Sale) May 2015 (50.0) 3.0778 9.7)
Collar - Put (Purchase) May 2015 50.0 2.7660 -
Collar - Call (Sale) June 2015 (30.0) 3.3367 (3.8)
Collar - Put (Purchase) June 2015 30.0 3.0033 1.3
Collar - Call (Sale) July 2015 (70.0) 3.2571 (12.6)
Collar - Put (Purchase) July 2015 70.0 2.8814 1.3
Collar - Call (Sale) August 2015 (65.0) 3.5336 (6.1)
Collar - Put (Purchase) August 2015 65.0 3.0808 3.7
Collar - Call (Sale) September 2015 (60.0) 3.5954 (5.8)
Collar - Put (Purchase) September 2015 60.0 3.1217 4.4
Collar - Call (Sale) October 2015 (70.0) 3.6544 (7.2)
Collar - Put (Purchase) October 2015 70.0 3.1286 4.9
Collar - Call (Sale) November 2015 (70.0) 3.6635 (8.2)
Collar - Put (Purchase) November 2015 70.0 3.1143 5.2
Collar - Call (Sale) December 2015 (55.0) 3.6214 (7.8)
Collar - Put (Purchase) December 2015 55.0 2.9736 1.8
Collar - Call (Sale) January 2016 (30.0) 3.6700 (4.5)
Collar - Put (Purchase) January 2016 30.0 3.2750 3.3
Collar - Call (Sale) February 2016 (60.0) 3.7102 (5.3)
Collar - Put (Purchase) February 2016 60.0 3.2750 3.3
- (53.7)
Put (Purchase) April 2015 60.0 3.1267 0.8
Put (Purchase) May 2015 125.0 3.1862 8.3
Put (Purchase) June 2015 120.0 3.1810 15.5
Put (Purchase) July 2015 14.0 3.3400 2.2
Put (Purchase) August 2015 26.0 3.0585 1.1
Put (Purchase) September 2015 20.0 3.1000 1.1
Put (Purchase) October 2015 10.0 3.4400 1.9
375.0 30.9

4.2.2 Breakdown of the balances of non-derivative financial instruments

The position of non-derivative financial instruments is presented as follows:
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03.31.15 12.31.14
Reference
currency Value Fair value Value Fair value
Instrument Hedge object (notional) (notional) (1) (notional) (1)
Financial instruments designated as cash flow hedge
PPEs Exchange usp 300.0 962.4 300.0 796.9
Bonds Exchange usD 300.0 962.4 300.0 796.9
600.0 1,924.8 600.0 1,593.8
™" Notional converted by Ptax rate in effect at year-end.
a. Export prepayments — PPEs
The position of PPEs is presented as follows:
03.31.15
Type of risk Notional
Hedge Instrument hedged Maturities (US$)  Average rate Fair value
PPE US$ (E.R.) 02.2017 to 02.2019 300.0 1.7796 962.4
b. Senior unsecured notes — Bonds

The position of bonds designated as cash flow hedges is presented as follows:

03.31.15

Type of risk Notional
Hedge Instrument hedged Maturities (US$)  Average rate Fair value
BRF SA BRFSBZ5 US$ (E.R) 06.2022 150.0 2.0213 481.2
BRF SA BRFSBZ3 Us$ (E.R) 05.2023 150.0 2.0387 481.2
300.0 2.0300 962.4

4.3. Gains and losses of derivative and non-derivative financial instruments

The unrealized gains and losses of derivative and non-derivative financial instruments
designated as cash flow hedges are recorded as a component of other comprehensive

income, as set forth below:
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03.31.15 12.31.14
Derivatives designated as cash flow hedges
Foreign exchange risks (432.0) (152.7)
Interest risks (73.4) (59.3)
(505.4) (212.0)
Non-derivatives designated as cash flow hedges
Foreign exchange risks (781.9) (450.8)
Gross losses (1,287.3) (662.8)
Deferred taxes on losses 423.6 214.1
Losses, net of taxes (863.7) (448.7)
Change in gross losses (624.5) (162.8)
Income taxes on financial instruments adjustments 209.5 55.8
Impact in other comprehensive income (415.0) (107.0)

On March 31, 2015, the realized transactions with derivative and non-derivative financial
instruments designated as cash flow hedge resulted in a loss of R$123.7 (loss of R$92.8
as of March 31, 2014), composed by a net loss amounting to R$114.5 (loss of R$90.6
as of March 31, 2014) recorded as gross revenues and a net loss of R$9.2 (loss of
R$2.2 as of March 31, 2014) recorded in the financial result.

4.4. Breakdown of financial instruments by category — except derivatives

03.31.15
Loansand Available for Trading Held to Financial
receivables sale securities maturity liabilities Total
Assets
Amortized cost
Marketable securities - - - 63.9 - 63.9
Restricted cash - - - 120.5 - 120.5
Trade accounts receivable 2,571.1 - - - - 2,571.1
Other credits 558.5 - - - - 558.5
Other receivables 184.1 - - - - 184.1
Fair value
Marketable securities - 305.2 308.4 - - 613.6
Liabilities
Amortized cost
Trade accounts payable - - - - (4,381.0) (4,381.0)
Loans and financing
Local currency - - - - (2,861.0) (2,861.0)
Foreign currency - - - - (9,323.1) (9,323.1)
Capital lease payable - - - - (210.5) (210.5)
Fair value
Loans and financing - NCE - - - - (537.9) (537.9)
3,313.7 305.2 308.4 184.4 (17,313.5) (13,201.8)
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12.31.14
Loans and Available for Trading Held to Financial
receivables sale securities maturity liabilities Total
Assets
Amortized cost
Marketable securities - - - 62.1 - 62.1
Restricted cash - 115.2 - 115.2
Trade accounts receivable 3,054.6 - - - - 3,054.6
Other credits 576.7 - - - - 576.7
Other receivables 195.5 - - - - 195.5
Fair value
Marketable securities - 303.9 283.6 - - 587.5
Liabilities
Amortized cost
Trade accounts payable - - - - (3,977.3) (3,977.3)
Loans and financing
Local currency - - - - (3,454.4) (3,454.4)
Foreign currency - - - - (7,596.2) (7,596.2)
Capital lease payable - - - - (243.8) (243.8)
Fair value
Loans and financing - NCE - - - - (538.7) (538.7)
3,826.8 303.9 283.6 177.3 (15,810.4) (11,218.8)

4.5. Determination of the fair value of financial instruments

The Company discloses its financial assets and liabilities at fair value, based on the
appropriate accounting pronouncements, which refer to concepts of valuation and
disclosure requirements.

The fair value measurement is based on 3 levels of hierarchy which considers
observable and non-observable inputs. Observable inputs reflect market data obtained
from independent sources, while non-observable inputs reflect the Company’s valuation
methodologist. These 2 types of inputs create the hierarchy of fair value set forth below:

e Level 1 — Prices quoted (unadjusted) for identical instruments in active
markets;

e Level 2 — Prices quoted in active markets for similar instruments, prices
quoted for identical or similar instruments in non-active markets and
evaluation models for which inputs are observable; and

e Level 3 — Instruments whose significant inputs are non-observable.
The table below presents the overall classification of financial assets and liabilities
according to the valuation hierarchy. The fair value of financial instruments presented

below was based on prices observed in active markets, level 1 of the hierarchy for fair
value measurement.
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03.31.15
Level 1 Level 2 Level 3 Total
Assets
Financial assets
Available for sale
Credit linked notes 248.5 - - 248.5
Brazilian foreign debt securities 56.7 - - 56.7
Held for trading
Bank deposit certificates - 66.6 - 66.6
Financial treasury bills 241.8 - - 241.8
Other financial assets
Derivatives designed as hedges - 94.3 - 94.3
Derivatives not designated as hedges - 382.1 - 382.1
547.0 543.0 - 1,090.0
Liabilities
Financial liabilities
Loans and financing - (537.9) - (537.9)
Other financial liabilities
Derivatives designed as hedges - (648.0) - (648.0)
Derivatives not designated as hedges - (7.8) - (7.8)
- (1,193.7) - (1,193.7)
12.31.14
Level 1 Level 2 Level 3 Total
Assets
Financial assets
Available for sale
Credit linked notes 187.9 - - 187.9
Brazilian foreign debt securities 92.4 - - 92.4
Investment funds 23.6 - - 23.6
Held for trading
Bank deposit certificates - 64.8 - 64.8
Financial treasury bills 218.8 - - 218.8
Other financial assets
Derivatives designed as hedges - 13.8 - 13.8
Derivatives not designated as hedges - 29.3 - 29.3
522.7 107.9 - 630.6
Liabilities
Financial liabilities
Loans and financing - (538.7) - (538.7)
Other financial liabilities
Derivatives designed as hedges - (245.7) - (245.7)
Derivatives not designated as hedges - (11.7) - (11.7)
- (796.1) - (796.1)

The following is a description of the valuation methodologies utilized by the Company for
measuring financial instruments at fair value:

e Investments in Credit linked notes, Brazilian foreign debt securities,
Financial Treasury Bills (“LFT”), investment funds and stocks are classified
at Level 1 of the fair value hierarchy, as the market prices are available in
an active market;

e Investments in Bank Deposit Certificates (“CDB”) are classified at Level 2,

since the determination of fair value is based on the price quotation of
similar financial instruments in non-active markets; and
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e Derivative financial instruments are valued through existing pricing models
widely accepted by the financial market and described in Appendix Il of
the Risk Policy. Readily observable market inputs are used, such as
interest rate forecasts, volatility factors and foreign currency rates. These
instruments are classified at Level 2 in the valuation hierarchy, including
interest rates swap and foreign currency derivatives.

4.6. Comparison between book value and fair value of financial instruments

Except for the items presented below, the book value of all other financial instruments
approximate fair value. The fair value of financial instruments presented below was
based on prices observed in active markets, level 1 of the hierarchy for fair value
measurement.

03.31.15 12.31.14
Book Fair Book Fair
Maturity value value value value
BRF bonds
BRF SA BRFSBZ5 2022 (2,446.0) (2,600.6) (1,995.2) (2,101.5)
BRF SA BRFSBZ4 2024 (2,406.2) (2,382.4) (1,961.0) (1,953.9)
BRF SA BRFSBZ3 2023 (1,539.3) (1,537.4) (1,245.0) (1,241.5)
BRF SA BRFSBZ7 2018 (511.0) (427.5) (501.2) (439.5)
BFF bonds
Sadia Overseas BRFSBZ7 2020 (706.9) (816.4) (595.4) (679.6)
Sadia bonds
Sadia Overseas BRFSBZ6 2017 (524.9) (556.5) (427.3) (457.5)
Quickfood bonds
Quickfood 2016 (202.1) (202.1) (190.1) (190.1)
(8,336.4) (8,522.9) (6,915.2) (7,063.6)

4.7. Table of sensitivity analysis

The Company has financing, loans and receivables denominated in foreign currency and
in order to mitigate the risks resulting from exchange rate exposure, it contracts
derivative financial instruments.

The Company understands that current interest rate fluctuations do not affect its
financial results significantly, since it opted to fix the exchange rate of a significant
portion of its floating interest rates debts by using derivative transactions (interest rates
swaps). The Company designates such derivatives as cash flow hedges and, therefore,
their effectiveness is monitored through prospective and retrospective tests.

In the table presented below, 5 scenarios are considered for the next twelve-month
period, considering the percentage variations of the quote of the parity between the
Brazilian Reais and U.S. Dollar, Brazilian Reais and Euro, Brazilian Reais and Pounds
Sterling and Brazilian Reais and Yen, whereas the most likely scenario is that one
adopted by the Company. The total of export sales analyzed corresponds to the total of
derivative financial instruments increased by the amortization flow of PPEs designated
as cash flow hedge.
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3.2080 2.8872 2.4060 4.0100 4.8120
Parity - Brazilian Reais x U.S. Dollar Current Scenario | Scenario Il Scenario lll Scenario IV
Transaction/Instrument Risk Scenario 10% appreciation 25% appreciation 25% devaluation 50% devaluation
Financial instruments designated as cash flow hedge
Non-deliverable forward Devaluation of R$ (97.5) (17.0) 103.7 (298.7) (499.8)
Deliverable forwards Devaluation of R$ (82.1) (10.7) 96.4 (260.5) (438.9)
Options - currencies Devaluation of R$ - 198.3 667.5 317.5 798.7
PPEs Devaluation of R$ (428.5) (332.3) (187.9) (669.1) (909.7)
Bonds Devaluation of R$ (353.4) (257.2) (112.8) (594.0) (834.6)
Swaps Devaluation of R$ (145.5) (105.9) (46.6) (244.4) (343.2)
Exports Appreciation of R$ 179.5 (170.6) (867.5) 241.7 140.1
Financial instruments not designated as cash flow hedge
Embedded derivative Appreciation of R$ 331.6 107.8 (228.0) 891.2 1,450.8
Dollar future sales - BM&FBovespa Devaluation of R$ 18.9 110.4 247.5 (209.6) (438.2)
Net effect (577.0) (477.2) (327.7) (825.9) (1,074.8)
Shareholders' equity (927.5) (695.3) (347.2) (1,507.5) (2,087.4)
Statement of income 350.5 218.1 19.5 681.6 1,012.6
3.4457 3.1011 2.5843 4.3071 5.1686
Parity - Brazilian Reais x Euro Current Scenario | Scenario Il Scenario lll Scenario IV
Transaction/Instrument Risk Scenario 10% appreciation 25% appreciation 25% devaluation 50% devaluation
Financial instruments designated as cash flow hedge
Non-deliverable forward Devaluation of R$ (1.3) 21.6 55.9 (58.6) (115.8)
Deliverable forwards Devaluation of R$ (0.4) 3.3 9.0 9.9) (19.4)
Exports Appreciation of R$ 1.7 (24.9) (64.9) 68.5 135.2
Financial instruments not designated as cash flow hedge
NDF and Deliverable forward (cash flow hedge)  Devaluation of R$ 6.6 65.1 153.0 (139.9) (286.3)
Net effect 6.6 65.1 153.0 (139.9) (286.3)
Shareholders' equity - - - - -
Statement of income 6.6 65.1 153.0 (139.9) (286.3)
4.7642 4.2878 3.5732 5.9553 7.1463
Parity - Brazilian Reais x GBP Current Scenario | Scenario Il Scenario lll Scenario IV
Transaction/Instrument Risk Scenario 10% appreciation 25% appreciation 25% devaluation 50% devaluation
Financial instruments designated as cash flow hedge
NDF Devaluation of R$ (11.9) 2.8 24.8 (48.5) (85.2)
Exports Appreciation of R$ 11.9 (2.8) (24.8) 48.5 85.2
Financial instruments not designated as cash flow hedge
NDF Devaluation of R$ 0.1 9.6 23.9 (23.7) (47.5)
Net effect 0.1 9.6 23.9 (23.7) (47.5)
Shareholders' equity - - - - -
Statement of income 0.1 9.6 23.9 (23.7) (47.5)
0.0268 0.0241 0.0201 0.0335 0.0402
Parity - Brazilian Reais x JPY Current Scenario | Scenario Il Scenario Il Scenario IV
Transaction/Instrument Risk Scenario 10% appreciation 25% appreciation 25% devaluation 50% devaluation
Financial instruments designated as cash flow hedge
NDF Devaluation of R$ (39.5) 4.9) 47.0 (125.9) (212.3)
Exports Appreciation of R$ 39.5 4.9 (47.0) 125.9 212.3
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5. SEGMENT INFORMATION

The operating segments are reported consistently with the management reports
provided to the Board of Directors and Directors for assessing the performance of each
segment and allocating assets.

As disclosed in note 1, in order to reflect the Company’s Organizational Charger,
segment information for the 1% quarter of 2015, have been prepared based on five
reportable segments, as follows: Brazil, Europe, Middle East and Africa (“MEA”), Asia
and Latin America (“LATAM?”), which primarily observe the Company’s business regions.

These segments comprise operations sales of all distribution channels and are
subdivided according to the nature of products as described below:

e Poultry: involves the production and sale of whole poultry and in-natura
cuts.

e Pork and beef: involves the production and sale of in-natura cuts.

e Processed products: involves the production and sale of processed foods,
frozen and processed products derived from poultry, pork and beef.

e Other processed products: involves the production and sale of processed
foods like margarine, vegetable and soybean-based products.

e Other sales: involves the production and trade of animal feed, soy meal,
refined soy flour, cheese and cream cheese.
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The net sales for each operating segment are presented below:

03.31.15 03.31.14
Brazil
Poultry 566.3 447.6
Pork and beef 194.2 270.4
Processed products 2,863.1 2,619.6
Other sales 165.1 238.6
3,788.7 3,576.2
Europe
Poultry 117.0 104.2
Pork and beef 102.4 188.3
Processed products 402.5 4171
Other sales 0.2 0.2
622.1 709.8
MEA
Poultry 1,339.7 1,152.5
Pork and beef 26.0 72.2
Processed products 133.6 77.7
1,499.3 1,302.4
Asia
Poultry 651.7 590.0
Pork and beef 76.4 94.4
Processed products 16.7 15.1
744.8 699.5
LATAM
Poultry 78.7 137.7
Pork and beef 61.1 86.4
Processed products 239.9 184.8
Other sales 13.7 9.8
393.4 418.7
7,048.3 6,706.6

The operating income for each operating segment is presented below:

03.31.15 03.31.14
Brazil 306.1 380.1
Europe 59.0 84.8
MEA 115.4 25.5
Asia 163.9 72.9
LATAM (3.5) 9.1
640.9 572.3

No customer was individually or in aggregate responsible for more than 5% of net sales
for the three-month period March 31, 2015 and 2014.
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The goodwill and intangible assets with indefinite useful life (trademarks) arising from
business combination were allocated to the reportable operating segments, considering
the nature of the products manufactured in each segment (cash-generating unit), as

presented below:

Goodwill Trademarks Total

03.31.15 12.31.14 03.31.15 12.31.14 03.31.15 12.31.14

Brazil 1,151.4 1,151.4 982.5 982.5 2,133.9 2,133.9
Europe 304.8 303.3 20.1 201 324.9 323.4
MEA 785.9 749.6 170.4 170.4 956.3 920.0
Asia 78.3 78.3 - - 78.3 78.3
LATAM 273.7 242.7 108.8 94.9 382.5 337.6
2,594.1 2,525.3 1,281.8 1,267.9 3,875.9 3,793.4

Information referring to the total assets by operating segments is not being disclosed, as
it is not included in the set of information made available to the Company’s
Management, which take investment decisions and determine allocation of assets on a

consolidated basis.

6. CASH AND CASH EQUIVALENTS

Cash and bank accounts
U.S. Dollar
Brazilian Reais
Euro
Other currencies

Highly liquid investments
In Brazilian Reais
Investment funds
Savings account

Bank deposit certificates

In U.S. Dollar
Term deposit !
Overnight

In Euro
Term deposit !

Other currencies
Term deposit !
Investment funds

(

" Matures with various dates through October 12, 2015.
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Average rate

(pa.) 03.31.15 12.31.14
- 1,478.2 1,309.8
- 56.1 101.7
- 137.3 311.3
- 177.2 115.7
1,848.8 1,838.5
10.48% 13.7 13.8
5.01% 8.5 -
12.49% 803.3 1,644.1
825.5 1,657.9
0.71% 1,999.7 1,521.4
0.10% 1,008.2 901.9
0.86% 108.7 78.2
5.15% 10.3 9.0
9.48% 72.6 -
3,199.5 2,510.5
5,873.8 6,006.9
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7. MARKETABLE SECURITIES

Average
interest rate
wATM ) Currency (p.a.) 03.31.15 12.31.14
Available for sale
Credit linked note 5.27 uUs$ 3.77% 248.5 187.9
Brazilian foreign debt securities 3.10 Us$ 1.34% 56.7 92.4
Investment funds - ARS - - 23.6
305.2 303.9
Held for trading
Bank deposit certificates ("CDB") 3.74 R$ 12.43% 66.6 64.8
Financial treasury bills 3.10 R$ 12.56% 241.8 218.8
308.4 283.6
Held to maturity
Financial treasury bills 2.56 R$ 12.56% 63.9 62.1
63.9 62.1
677.5 649.6
Current 613.6 587.5
Non-current 63.9 62.1

M Weighted average maturity in years.
There were no changes in the characteristics of marketable disclosed above as
compared to the information disclosed in the financial statements for the year ended
December 31, 2014 (note 8).

The unrealized loss from the change in fair value of the available for sale securities,
recorded in other comprehensive income, corresponds to an accumulated loss of R$0.7
net of income tax of R$0.2 (loss of R$17.3 net of income tax of R$0.2 as of December
31, 2014).

Additionally, on March 31, 2015, of the total of marketable securities, R$118.0 (R$32.4
as of December 31, 2014) were pledged as collateral for operations with future
contracts denominated in U.S. Dollars, traded on the Futures and Commodities
Exchange (“BM&FBOVESPA”).

The Company has also restricted cash of R$120.5 on March 31, 2015 (R$115.2 on
December 31, 2014), represented by investments in national treasury certificates which
matures in 2020, and were pledged as collateral for the loan obtained through the
Special Program Asset Restructuring (“PESA”) (note18).

The Company conducted an analysis of sensitivity to foreign exchange rate as disclosed
in note 4.7.
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8. TRADE ACCOUNTS RECEIVABLE, NET AND NOTES RECEIVABLE

Trade accounts receivable, net
Domestic customers
Domestic related parties
Foreign customers
Foreign related parties

(-) Adjustment to present value
(- ) Allowance for doubtful accounts

Current
Non-current

Notes receivable
(- ) Adjustment to present value
(- ) Allowance for doubtful accounts

Current
Non-current ("

M Weighted average maturity of 2.77 years.

03.31.15 12.31.14
1,214.5 1,476.4
1.6 1.6
1,532.1 1,693.3
0.4 1.3
2,748.6 3,172.6
(10.2) (10.2)
(167.3) (107.8)
2,571.1 3,054.6
2,562.2 3,046.9
8.9 7.7
584.4 603.0
(8.0) (9.6)
(18.0) (16.7)
558.4 576.7
221.3 215.1
337.1 361.7

Notes receivable are comprised mainly by receivables from the (i) sale of Ana Rech
assets to JBS, of R$137.4, (ii) sale of assets of Vila Anastacio, former headquarters of
Sadia, of R$58.6 and (iii) sale of Carambei plant to Seara, of R$164.9 and (iv) disposal
of various other assets and farms, R$172.0.

The trade accounts receivable from related parties refers to transactions carried out with
associates UP!, K&S and Nutrifont in the domestic market and with joint venture AKF in

the foreign market.

The rollforward of allowance for doubtful accounts is presented below:

Beginning balance
Additions
Business combination
Reversals
Write-offs
Exchange rate variation
Ending balance

03.31.15 12.31.14
107.8 107.5
86.7 91.3

- 2.8
(15.1) (57.8)
(9.9) (34.0)
(2.2) (2.0)
167.3 107.8

F-34



(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

BRF S.A.
Notes to the Interim Consolidated Financial Statements
March 31, 2015
(Amounts expressed in millions of Brazilian Reais, unless otherwise stated)

The aging of trade accounts receivable is as follows:

03.31.15 12.31.14
Not yet due 2,316.1 2,793.4
Overdue
01 to 60 days 153.3 118.9
61 to 90 days 27.6 30.0
91 to 120 days 8.4 421
121 to 180 days 36.3 74.0
181 to 360 days 114.1 13.8
More than 361 days 92.8 100.4
(- ) Adjustment to present value (10.2) (10.2)
(- ) Allowance for doubtful accounts (167.3) (107.8)
2,571.1 3,054.6
9. INVENTORIES
03.31.15 12.31.14
Finished goods 2,021.2 1,551.4
Goods for resale 22.8 23.0
Work in process 214.5 207.0
Raw materials 451.3 517.5
Packaging materials 94.3 96.3
Secondary materials 258.2 232.7
Warehouse 169.5 164.9
Goods and imports in transit 159.8 200.2
Advances to suppliers 7.3 10.7
(-) Provision for adjustment to realizable value (3.9) (1.2)
(-) Provision for deterioration (18.1) (19.5)
(-) Provision for obsolescense (15.6) (18.1)
(-) Adjustment to present value (23.9) (23.5)
3,337.4 2,941.4

The write-offs of products sold from inventories to cost of sales during three-months
ended March 31, 2015 totaled R$4,884.7 (R$4,930.8 as of March 31, 2014). Such
amounts include the additions and reversals of inventory provisions presented in the
table below:

Exchange
12.31.14 Additions Write-offs rate variation 03.31.15
Provision for adjustment to realizable value (1.2) (1.7) - (1.0) (3.9)
Provision for deterioration (19.5) (7.0) 9.4 (1.0) (18.1)
Provision for obsolescence (18.1) (0.6) 1.8 1.3 (15.6)
(38.8) (9.3) 11.2 (0.7) (37.6)

On March 31, 2015, inventory items of R$40.0 (R$40.0 as of December 31, 2014) were
pledged as collateral for rural credit operations.
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10. BIOLOGICAL ASSETS

The current and non-current balances of biological assets are segregated are presented
below:

03.31.15 12.31.14

Live animals 1,201.2 1,130.6
Total current 1,201.2 1,130.6
Live animals 470.9 460.8
Forests 226.6 222.4
Total non-current 697.5 683.2
1,898.7 1,813.8

Live animals are classified in the categories: poultry, pork and cattle and separated into
consumable and for production. There were no changes in classification of nature of
biological assets as compared to the information disclosed in the consolidated financial
statements for the year ended December 31, 2014 (note 11).

During the three-months period ended March 31, 2015, Management did not identify any
event that could impact the business model on the assumptions utilized in the
determination of fair value of biological assets in 2014.

The quantities and balances per category of live animals are presented below:

03.31.15 12.31.14
Quantity Quantity

(thousand of heads) Value (thousand of heads) Value

Consumable biological assets
Immature poultry 177.2 544.6 177.9 516.0
Immature pork 3.5 656.6 3.4 614.6
Total current 180.7 1,201.2 181.3 1,130.6

Production biological assets

Immature poultry 6.3 88.8 6.8 89.3
Mature poultry 1.3 163.5 11.5 155.0
Immature pork 0.2 441 0.2 44.6
Mature pork 0.4 173.8 0.4 171.3
Immature cattle - 0.5 - 0.4
Mature cattle - 0.2 - 0.2
Total non-current 18.2 470.9 18.9 460.8
198.9 1,672.1 200.2 1,591.3
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The rollforward of biological assets for the year is presented below:

Current Non-current
Poultry Pork Total Poultry Pork Cattle Forests Total
Balance as of 12.31.14 516.0 614.6 1,130.6 2443 215.9 0.6 222.4 683.2
Acquisition 35.6 283.7 319.3 6.7 31.2 - - 37.9
Increase due to reproduction, consumption of animal feed,
medication and remuneration of outgrowers 306.8 40.5 347.3 90.9 3.2 0.1 - 94.2
Depreciation - - - (77.1) (19.0) - (5.2) (101.3)
Harvest - - - - - - (0.2) 0.2)
Transfer between current and non-current 12.7 13.4 26.1 (12.7) (13.4) - (26.1)
Transfer of property, plan and equipment - - - - - 9.6 9.6
Reduction due to slaughtering (327.6) (295.6) (623.2) - - -
Exchange rate variation 1.1 - 1.1 0.2 - - - 0.2
Balance as of 03.31.15 544.6 656.6 1,201.2 252.3 217.9 0.7 226.6 697.5

Breeding animal costs are depreciated using the straight-line method for a period from
15 to 30 months.

11. RECOVERABLE TAXES
03.31.15 12.31.14
State ICMS ("VAT") 1,086.7 1,048.2
PIS and COFINS ("Federal Taxes to Social Fund Programs") 294.5 289.4
Income and social contribution tax 534.1 585.2
IPI ("Federal VAT") 59.8 59.6
Other 185.1 172.0
(-) Provision for losses (237.1) (233.2)
1,923.1 1,921.2
Current 990.1 1,009.1
Non-current 933.0 912.1
The rollforward of the provision for losses is presented below:
Exchange
12.31.14 Additions Write-offs rate variation 03.31.15
State ICMS ("VAT") (169.5) (5.6) 2.8 - (172.3)
PIS and COFINS ("Federal Taxes to Social Fund Programs") (31.5) - - (31.5)
Income and social contribution tax (9.0) (9.0)
IPI ("Federal VAT") (14.7) - - - (14.7)
Other (8.5) (0.1) 0.1 (1.1) (9.6)
(233.2) (5.7) 2.9 (11) (237.1)
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12. ASSETS AND LIABILITIES OF DISCONTINUED OPERATIONS AND ASSETS
HELD FOR SALE

12.1. Breakdown of the balances

03.31.15 12.31.14
Dairy Dairy
segment Other Total segment Other Total
Asset
Current assets
Trade accounts receivable 233.0 - 233.0 233.0 - 233.0
Inventories 213.0 - 213.0 213.0 - 213.0
Total current assets 446.0 - 446.0 446.0 - 446.0
Non-current assets
Investments 726.0 - 726.0 15.1 - 15.1
Property, plant and equipment, net 118.8 0.6 119.4 750.7 74.8 825.5
Intangible 671.4 - 671.4 671.4 - 671.4
Total non-current assets 1,516.2 0.6 1,516.8 1,437.2 74.8 1,512.0
Total assets 1,962.2 0.6 1,962.8 1,883.2 74.8 1,958.0
Liabilities
Current liabilities
Trade accounts payable 279.0 - 279.0 279.0 - 279.0
Payroll and related charges 14.3 - 14.3 14.3 - 14.3
Tax payable 14.3 - 14.3 14.4 - 144
Deferred income tax 212.5 - 212.5 200.6 - 200.6
Total current liabilities 520.1 - 520.1 508.3 - 508.3
Total liabilities 520.1 - 520.1 508.3 - 508.3
Assets and liabilities of discontinued
ope rations and held for sale 1,4421 0.6 1,4427 1,3749 74.8 1,4497

12.2. Discontinued operations

On December 05, 2014, BRF entered into sales and purchase agreement (“SPA”) with
Lactalis (“buyer”), which established the terms and conditions for the sale of operating
segment of dairy products, including (i) the manufacturing facilities located in the cities
of Bom Conselho (PE), Carambei (PR), Ravena (MG), Concordia (SC), Teutdnia (RS),
ltumbiara (GO), Terenos (MS), ljui (RS), Trés de Maio | (RS), Trés de Maio Il (RS) and
Santa Rosa (RS and (ii) the related assets and trademarks (Batavo, Elegé, Cotochés,
Santa Rosa and DoBon) dedicated to such segment (“Transaction”).

At that date, the value of such Transaction was set forth at US$697.8 (equivalent to

R$1,800.0), to be received at the conclusion date of the transaction, subject to usual
adjustments for working capital and net debt, as determined by the terms of SPA.
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Since the value of Transaction was fixed in U.S. Dollars and, considering that the
functional currency of BRF and of buyer is different from U.S. Dollars, an embedded
derivative was recognized under the terms of IAS 39. The fair market value of the
embedded derivative totaled R$374.0 on March 31, 2015 and was recorded as other
financial assets with effect in the statement of income of R$346.1.

The conclusion of the Transaction is also subject to compliance with precedent
conditions, such as necessary investments to adapt the assets to transfer to the buyer
and regulatory approval (including the Administrative Council for Economic Defense
(“CADE”)). The Company does not expect significant impact on the conclusion of the
Transaction, planned for the 2" quarter of 2015.

On February 27, 2015, the Company made a capital increase in the wholly-owned
subsidiary Elebat of R$710.2 in the form of property, plant and equipment.

The statements of income and cash flows from discontinued operations that represent
the dairy segment performance are disclosed as follows:

STATEMENTS OF INCOME

03.31.15 03.31.14
Net sales 544.7 632.2
Cost of sales (436.6) (515.3)
Gross profit 108.1 116.9
Operating income (expenses)
Selling (88.9) (111.9)
General and administrative (5.7) (7.7)
Other operating expenses, net (8.5) (7.9)
Income from associates (1.0) -
Income before taxes 4.0 (10.6)
Current income and social contribution taxes (1.0) 2.7
Net income from discontined operations 3.0 (7.8)

F-39



(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

BRF S.A.
Notes to the Interim Consolidated Financial Statements
March 31, 2015
(Amounts expressed in millions of Brazilian Reais, unless otherwise stated)

STATEMENTS OF CASH FLOWS

03.31.15 03.31.14

Net profit (loss) from discontinued operations 3.0 (7.8)
Adjustments to reconcile net income to net cash provided by discontinued
operations

Depreciation and amortization - 15.6

Equity in income of associates 0.9 -
Net cash provided by discontinued operating activities 3.9 7.8
Investing activities from discontinued operations

Additions to property, plant and equipment (6.0) (13.4)
Net cash used in investing activities from discontinued operations (6.0) (13.4)
Net cash provided from discontinued operations 21 5.7
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13. INCOME AND SOCIAL CONTRIBUTION TAXES

13.1. Deferred income and social contribution taxes

03.31.15 12.31.14
Assets
Tax loss carryforwards (corporate income tax) 1,042.5 697.8
Negative calculation basis (social contribution tax) 387.0 263.2
1,429.5 961.0
Temporary differences
Provisions for tax, civil and labor risks 200.7 204.2
Suspended collection taxes 73.7 69.1
Allowance for doubtful accounts 28.0 7.7
Provision for property, plant and equipment losses 16.9 15.5
Provision for tax credits credits 74.9 73.9
Provision for other obligations 441 52.9
Employees' profit sharing 33.7 118.9
Provision for inventory losses 10.0 11.6
Employees' benefits plan 110.4 106.8
Business combination - Sadia (") 542.9 583.8
Unrealized losses on derivatives financial instruments 153.0 56.6
Other temporary differences 76.0 60.1
2,793.8 2,322.1
Liabilities
Temporary differences
Business combination - Sadia (736.3) (750.5)
Business combination - other companies (62.4) (75.7)
Unrealized gains on derivatives (121.0) (10.6)
Difference between tax basis and accounting basis of goodwill amortization (223.6) (223.2)
Difference between tax depreciation rate and accounting depreciation rate (useful life) (497.5) (511.4)
Estimated annual effective tax rate - IAS 34 (202.8) -
Other temporary differences (62.1) (36.7)
(1,905.7) (1,608.1)
Total net deferred tax assets 888.1 714.0
Business combination - Danica and Avex (deferred tax liability) (17.2) (15.6)
Business combination - AFC (deferred tax liability) (39.9) (34.6)
Business combination - AKF (deferred tax liability) (5.1) (4.3)
Business combination - Federal Foods (deferred tax liability) (9.1) (7.8)
Other - exchange variation (54.4) (27.9)
(125.7) (90.2)
Total deferred tax 762.4 623.8

" The deferred tax asset on the business combination with Sadia is mainly computed on the difference between

the accounting and tax basis of goodwill determined in the purchase price allocation. Deferred tax liabilities on
business combinations Sadia are substantially represented by the fair value of property, plant and equipment,
trademarks and contingent liabilities.

Certain subsidiaries of the Company have tax loss carryforwards and negative basis of
social contribution of R$16.5 and R$16.3, respectively, (R$16.5 and R$16.3 as of
December 31, 2014), for which no deferred tax asset was recorded. If there was an
expectation that such tax credits would be realized the amount to be recognized in the
balance sheet would be R$5.6 (R$5.6 as of December 31, 2014).
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13.2. Estimated time of realization

Deferred tax arising from temporary differences that will be realized as they are settled
or realized. The period of the settlement or realization of such differences would not be
properly estimated and is tied to several factors that are not under control of
Management.

When assessing the likelihood of the realization of deferred tax assets on income tax
loss carryforward and negative calculation bases of social contribution tax, Management
considers the Company’s budget, strategic plan and projected taxable income. Based on
this estimate, Management believes that it is probable that the deferred tax will be
realized, as shown below:

2015 207.3
2016 177.7
2017 218.9
2018 243.0
2019 onwards 582.6

1,429.5

The rollforward of deferred tax is set forth below:

03.31.15 12.31.14
Beginning balance 623.8 645.1
Deferred income and social contribution taxes recognized in the statement of income (61.3) (235.2)
Deferred income and social contribution taxes transfered to assets held for sale - dairy segment 11.9 200.6
Deferred income and social contribution taxes recognized in other comprehensive income 207.3 52.8
Deferred income and social contribution taxes recognized in business combination - (46.7)
Other (19.3) 7.2
Ending balance 762.4 623.8
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13.3. Income and social contribution taxes reconciliation

03.31.15 03.31.14
Income before taxes from continued operations 533.4 375.8
Nominal tax rate 34% 34%
Expected tax expense at nominal tax rate (181.3) (127.8)
Reconciling itens:

Equity interest in income of subsidiaries, associates and joint venture (20.6) 3.9
Exchange rate variation on foreign investments 116.9 (31.1)
Difference of tax rates on results of foreign subsidiaries 216.3 94.6
Investment grant 9.6 9.1
Estimated annual effective tax rate - IAS 34 (202.8) 5.5
Other permanent differences (9.8) (2.8)
(71.7) (48.6)
Current income tax (10.4) (5.9)
Deferred income tax (61.3) (42.7)

The taxable income, current and deferred income tax from foreign subsidiaries is
presented below:

03.31.15 03.31.14

Taxable income (loss) from foreign subsidiaries 7241 267.6
Current income tax credit (expense) from foreign subsidiaries (11.0) (2.4)
Deferred income tax from foreign subsidiaries (13.5) 2.6

The Company has determined that the earnings recorded by the holdings of its wholly-
owned subsidiaries located abroad will not be redistributed. Such resources will be used
for investments in the subsidiaries, and thus no deferred income tax was recognized.
The total of undistributed earnings corresponds to R$2,877.9 as of March 31, 2015
(R$1,896.5 as of December 31, 2014).

Brazilian income taxes are subject to review for a 5-year period, during which the tax
authorities might audit and assess the Company for additional taxes and penalties.
Subsidiaries located abroad are taxed in their respective jurisdictions, according to local
regulations.
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14. JUDICIAL DEPOSITS

The rollforward of the judicial deposits is presented below:

Price index Exchange
12.31.14 Additions Reversals Write -offs update rate variation 03.31.15
Tax 352.2 6.8 (22.4) - 7.9 - 344.5
Labor 231.4 30.5 (4.6) (16.0) 6.7 0.5 248.5
Civil, commercial and other 32.1 1.4 (0.2) - 1.0 - 34.3
615.7 38.7 (27.2) (16.0) 15.6 0.5 627.3
15. INVESTMENTS IN SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES
15.1. Investments breakdown
03.31.15 12.31.14
Investment in subsidiaries and associates 83.0 137.4
Goodwill Minerva 243.7 247.3
Goodwill AKF 62.9 52.4
389.6 437.1
Other investments 1.6 1.4
391.2 438.4

The exchange rate variation on the investments in foreign subsidiaries, whose functional
currency is Brazilian Reais, resulted in a gain of R$343.9 on March 31, 2015 (loss of
R$91.6 as of march 31, 2014) and was recognized as financial income.

On March 31, 2015, these subsidiaries, associates and joint ventures do not have any
restriction to transfer dividends or repay their loans or advances to the Company.
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15.3. Summary of financial information of joint venture

Assets
Current
Cash and cash equivalents
Prepaid expenses
Other current assets
Non-current
Liabilities
Current
Trade accounts payable
Tax payable
Other current liabilities
Non-current
Long-term debt
Deferred income
Shareholder's equity

% of participation

Book value of investment

Net sales
Depreciation and amortization
Financial expense

Income before taxes

Net income (loss)

Equity pick-up

AKF
03.31.15 12.31.14
101.3 73.9
12.0 8.3
1.1 0.1
88.2 65.6
6.5 5.7
(84.0) (61.0)
(12.3) (7.3)
4.3) (3.6)
(67.4) (50.0)
(2.6) (2.4)
- (0.2)
(2.6) (2.2)
21.2 16.2
40.00% 40.00%
8.5 6.5
AKF
03.31.15 12.31.14
68.1 -
(0.3) -
(0.2) -
1.3 -
1.3 -
0.5 -
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The Company has fully depreciated items that are still operating, which are set forth

below:

Cost
Buildings and improvements
Machinery and equipment
Facilities
Furniture
Vehicles
Others

03.31.15 12.31.14
117.8 127.2
661.0 671.1

75.7 7.7
16.9 19.1
5.1 4.5
40.1 39.9
916.6 933.5

During three-month period March 31, 2015, the Company capitalized interest in the
amount of R$4.7 (R$10.8 as of March 31, 2014). The weighted average interest rate
utilized to determine the capitalized amount was 6.40% (6.05% p.a. as of March 31,

2014).

On March 31, 2015, the Company had no commitments assumed related to acquisition
and/or construction of property, plant and equipment items.

The property, plant and equipment items that are pledged as collateral for various

transactions are presented below:

03.31.15 12.31.14

Book value of the Book value of the

Type of collateral collateral collateral

Land Financial/Labor/Tax/Civil 292.7 320.9
Buildings and improvements Financial/Labor/Tax/Civil 1,696.7 1,670.5
Machinery and equipment Financial/Labor/Tax 2,114.0 2,053.8
Facilities Financial/Labor/Tax 650.9 640.4
Furniture Financial/Labor/Tax/Civil 19.4 18.7
Vehicles Financial/Tax 8.9 10.8
Others Financial/Labor/Tax/Civil 79.3 76.9
4,861.9 4,792.0
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17. INTANGIBLES

Intangible assets are comprised of the following items:

Weighted
average
amortization Accumulated
rate (p.a.) Cost amortization 03.31.15 12.31.14
Non-compete agreement 2.44% 0.4 0.4) - -
Goodwill - 2,594.1 - 2,594.1 2,5625.3
Outgrowers relationship 12.50% 14.0 4.4) 9.6 9.7
Trademarks - 1,281.8 - 1,281.8 1,267.9
Patents 17.34% 4.9 (2.4) 25 2.6
Customer relationship 7.71% 405.5 (27.4) 3781 330.0
Supplier relationship 42.00% 11.2 9.1) 21 2.5
Software 20.00% 492.9 (284.2) 208.7 190.6

4,804.8 (327.9) 4,476.9 4,328.6

The intangible assets rollforward is set forth below:

Exchange
12.31.14 Additions Disposals Transfers rate variation 03.31.15
Cost:

Goodwill: 2,525.3 - - - 68.8 2,594.1
Ava 49.4 - - - - 49.4
Avex 28.9 - - - 4.2 33.1
BRF AFC 138.4 - - - 24.3 162.7
Danica 7.4 - - - 1.1 8.5
Eleva Alimentos 808.1 - - - - 808.1
Federal Foods 57.5 - - - 11.9 69.4
Incubatério Paraiso 0.7 - - - - 0.7
Paraiso Agroindustrial 16.8 - - - - 16.8
Perdigdo Mato Grosso 7.6 - - - - 7.6
Plusfood 211 - - - 1.4 22.5
Quickfood 175.6 - - - 25.7 201.3
Sadia 1,214.0 - - - - 1,214.0

Non-compete agreement 0.4 - - - - 0.4

Outgrowers relationship 13.7 0.3 - - - 14.0

Trademarks 1,267.9 - - - 13.9 1,281.8

Patents 4.8 - - - 0.1 4.9

Customer relationship 351.4 - - - 54.1 405.5

Supplier relationship 10.1 - - - 1.1 11.2

Software 453.6 6.6 (3.0) 28.6 71 492.9

4,627.1 6.9 (3.0) 28.6 145.1 4,804.8
Amortization:

Non-compete agreement (0.4) - - - - (0.4)

Outgrowers relationship (4.0) (0.4) - - - (4.4)

Patents (2.3) (0.2) - - 0.1 (2.4)

Customer relationship (21.4) (7.0) - - 1.0 (27.4)

Supplier relationship (7.6) (0.6) - - 0.9) 9.1)

Software (262.9) (17.4) 3.0 (3.9) (3.0) (284.2)

(298.5) (25.6) 3.0 (3.9) (2.8) (327.9)
4,328.6 (18.7) - 24.7 142.3 4,476.9

For the three-month period ended March 31, 2015, Management did not identify and
event that could indicate an impairment of such assets.
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(A FREE TRANSLATION INTO ENGLISH FROM THE ORIGINAL PREVIOUSLY ISSUED IN PORTUGUESE)

BRF S.A.
Notes to the Interim Consolidated Financial Statements
March 31, 2015
(Amounts expressed in millions of Brazilian Reais, unless otherwise stated)

The main characteristics of loan and financing agreements entered to by the Company
were disclosed in note 20 of the consolidated financial statements for the year ended
December 31, 2014.

18.1. Loans and financing maturity schedule

The maturity schedule of the loans and financing is as follows:

03.31.15
2015 2,186.5
2016 493.9
2017 1,068.6
2018 1,512.8
2019 onwards 7,460.1

12,721.9

18.2. Guarantees

03.31.15 12.31.14

Total of loans and financing 12,721.9 11,589.3
Mortgage guarantees 971.2 1,102.7
Related to FINEM-BNDES 474.4 594.9
Related to FNE-BNB 283.0 293.5
Related to tax incentives and other 213.8 214.3
Statutory lien on assets acquired with financing 0.5 1.0
Related to FINEM-BNDES 0.5 0.6
Related to financial lease - 0.4

The Company is the guarantor of a loan obtained by Instituto Sadia de Sustentabilidade
from the BNDES. The loan was obtained with the purpose of allowing the
implementation of biodigesters in the farms of the outgrowers which take part in the
Company’s integration system, targeting the reduction of the emission of Greenhouse
Gases. The value of these guarantees on March 31, 2015 totaled R$50.0 (R$53.3 as of
December 31, 2014).

The Company is the guarantor of loans related to a special program, which aimed the
local development of outgrowers in the central region of Brazil. The proceeds of such
loans are utilized by the outgrowers to improve farm conditions and will be paid by them
in 10 years, taking as collateral the land and equipment acquired by the outgrowers
through this program. The guarantee totaled R$277.8 as of March 31, 2015 (R$280.1 as
of December 31, 2014).

On March 31, 2015, the Company contracted bank guarantees in the amount of
R$2,089.9 (R$2,048.3 as of December 31, 2014). The variation occurred in this period is
related to bank guarantees offered mainly in litigations involving the Company’s use of
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tax credits. These guarantees have an average cost of 0.90% p.a. (0.90% p.a. as of
December 31, 2014).

18.3. Commitments

In the normal course of the business, the Company enters into agreements with third
parties which are mainly related to the purchases of raw materials, such as corn and
soymeal, where the agreed prices can be fixed or to be fixed. The Company enters into
other agreements, such as electricity, packaging supplies and manufacturing activities.
The amounts of these agreements at the date of these financial statements are set forth
below:

03.31.15
2015 3,271.4
2016 1,094.7
2017 746.0
2018 664.3
2019 onwards 2,375.8

8,152.2

19. TRADE ACCOUNTS PAYABLE

03.31.15 12.31.14

Domestic suppliers

Third parties 3,249.0 3,029.7
Related parties 19.4 18.8
3,268.4 3,048.5

Foreign suppliers
Third parties 1,148.7 957.2
1,148.7 957.2
(-) Adjustment to present value (36.1) (28.4)
4,381.0 3,977.3

During the three-month period ended on March 31, 2015, the average payment term to
suppliers is 77 days.

The trade accounts payable to related parties refer to transactions with associates UP!
and K&S in the domestic market.
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20. OTHER FINANCIAL ASSETS AND LIABILITIES

03.31.15 12.31.14

Derivatives designated as cash flow hedges

Assets
NDF 0.7 9.7
Currency option contracts 93.6 3.2
Deliverable forwards contracts - 0.9
94.3 13.8
Liabilities
NDF (188.4) (77.1)
Currency option contracts (116.4) (7.2)
Deliverable forwards contracts (111.8) (3.4)
Exchange rate contracts currency (Swap) (231.4) (158.0)
(648.0) (245.7)
Non derivatives designated as cash flow hedges
Assets
NDF 8.1 1.3
Embedded derivative (note 12.2) 374.0 28.0
382.1 29.3
Liabilities
NDF - (2.8)
Exchange rate contracts currency (Swap) (2.5) (3.2)
Dollar future contracts - BM&FBOVESPA (5.3) (5.7)
(7.8) (11.7)
Current assets 476.4 431
Current liabilities (655.8) (257.4)

The collateral given in the transactions presented above are disclosed in note 7.

21. LEASES

The Company is lessee in several contracts, which are classified as operating or finance
leases.

21.1. Operating lease

The minimum future payments of non-cancellable operating lease are presented below:
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03.31.15

2015 115.0
2016 128.8
2017 96.1
2018 77.5
2019 onwards 191.4
608.8

The payments of operating lease agreements recognized as expense in the three-month
period ended March 31, 2015 amounted R$73.6 (R$65.8 as of March 31, 2014).

21.2. Finance lease

The Company enters into finance leases mainly for the acquisitions of machinery,
equipment, vehicles, software and buildings, as presented below:

Weighted average
interest rate

(p.a.) 03.31.15 12.31.14
Cost

Machinery and equipment 33.6 32.0
Software 46.9 73.0
Vehicles 28.2 28.2
Buildings 128.7 128.7
237.4 261.9

Accumulated depreciation
Machinery and equipment 18.11% (18.7) (16.6)
Software 20.00% (18.8) (48.3)
Vehicles 13.98% (9.6) (8.8)
Buildings 15.43% (22.5) (20.2)
(69.6) (93.9)
167.8 168.0

M The period of depreciation of leased assets corresponds to the lowest between the term of the contract and the

useful life of the asset, as determined by IAS 17.

The minimum future payments required for these finance leases are demonstrated as
follows, and were recorded as current and non-current liabilities:

03.31.15

Present value of Minimum future

minimum payments " Interest payments @

2015 59.3 21.7 81.0
2016 29.1 13.6 42.7
2017 17.1 9.2 26.3
2018 15.3 7.7 23.0
2019 onwards 89.8 57.6 147.4
210.6 109.8 320.4
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()" Comprises the amount of R$0.1 related to financial lease of vehicles which is recorded as loans and financing.
2 Comprises the amount of R$0.1 related to financial lease of vehicles which is recorded as loans and financing.

The contract terms for both modalities, with respect to renewal, adjustment and
purchase option, are according to market practices. In addition, there are no clauses of
contingent payments or restrictions on dividends distribution, payments of interest on
shareholders’ equity or obtaining debt.

22. SHARE BASED PAYMENT
The rules of the stock options plan granted to executives were disclosed in the
consolidated financial statements for the year ended December 31, 2014 (note 24) and

have not changed since then.

The breakdown of the outstanding granted options is presented as follows:

Date Quantity Grant (" Price of converted share (")
Beginning End of the Options Outstanding  Fair value of

Grant date  of the year year granted options the option  Granting date Updated IPCA
05/02/11 05/01/12 05.01.16 2,463,525 218,045 11.36 30.85 39.42
05/02/12 05/01/13 05.01.17 3,708,071 794,257 7.82 34.95 42.49
05/02/13 05/01/14 05.01.18 3,490,201 1,320,747 11.88 46.86 53.49
04/04/14 04/03/15 04.03.19 1,552,564 1,318,346 12.56 44.48 47.78
05/02/14 05/01/15 05.01.19 1,610,450 1,280,944 14.11 47.98 51.53
12/18/14 12/17/15 12.17.19 5,702,714 5,702,714 14.58 63.49 66.43

18,527,525 10,635,053

M Values expressed in Brazilian Reais.

The rollforward of the outstanding granted options for the three-month period ended
March 31, 2015 is presented as follows:

Outstanding options as of December 31, 2014 11,390,846
Exercised:
Grant of 2013 (85,795)
Grant of 2012 (126,855)
Grant of 2011 (183,896)
Grant of 2010 (80,833)
Cancelled:
Grant of 2014 (159,144)
Grant of 2013 (81,323)
Grant of 2012 (37,947)
Outstanding options as of March 31, 2015 10,635,053
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The weighted average exercise prices of the outstanding options related to service
conditions is R$58.37 (fifty eight Brazilian Reais and thirty seven cents), and the
weighted average of the remaining contractual term is 50 months.

The Company records as capital reserve in shareholders’ equity the fair value of the
options in the amount of R$97.8 (R$92.9 as of December 31, 2014). During the three-
month period ended March 31, 2015 the amount recognized as expense was R$4.9
(R$4.9 as of March 31, 2014).

During the three-month period ended March 31, 2015 the Company’s executives
exercised 477,379 shares, with an average price of R$40.47 (forty Brazilian Reais and
forty seven cents) totaling R$19.3. In order to comply with this commitment, the
Company utilized treasury shares with an acquisition cost of R$62.08 (sixty two Brazilian
Reais and eight cents), totaling R$29.6, recording a loss of R$10.3 as capital reserve.

The fair value of the granted stock options related to service condition was measured
using the Black-Scholes pricing model, as disclosed in the consolidated financial
statements for the year ended December 31, 2014 (note 24). There is no change in the
methodology adopted during the three-month period ended March 31, 2015.

23. PENSION AND OTHER POST-EMPLOYMENT PLANS

The Company offers pension and other post-employment plans to the employees. The
characteristics of such benefits were disclosed in the consolidated financial statements
for the year ended December 31, 2014 (note 25) and have not been changed during this
period.

The actuarial liabilities and the related effects in the statement of income are presented
below:

Liabilities
03.31.15 12.31.14

Medical assistance 119.0 115.7
F.G.T.S. Penalty 129.1 124.5
Award for length of senice 50.0 48.3
Other 26.6 25.7
324.7 314.2

Current 56.1 56.1
Non-current 268.6 258.0

The Company based on estimated costs for the year 2015, according to an appraisal
report prepared in 2014 by an actuarial expert, recorded in statement of income for the
period in counterpart to comprehensive income an expense of R$6.8 (expense of R$4.1
on March 31, 2014), related to supplementary post-employment plans. Regarding other
benefits to employees, recorded in statement of income for the period in counterpart to
liabilities an expense of R$10.6 (R$10.6 on March 31, 2014).
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24. PROVISION FOR TAX, CIVIL AND LABOR RISKS

The Company and its subsidiaries are involved in certain legal proceedings arising from
the normal course of business, which include civil, administrative, tax, social security
and labor claims.

The Company classifies the risk of unfavorable decisions in the legal proceedings as
“probable”, “possible” or “remote”. The provisions recorded relating to such proceedings
is determined by the Company’s Management based on legal advice and reasonably
reflect the estimated probable losses.

The Company’s management believes that its provision for tax, civil and labor risks,
accounted for according to IAS 37 is sufficient to cover estimated losses related to its
legal proceedings, as presented below:

24.1. Contingencies for probable losses

The rollforward of the provisions for tax, civil and labor risks is summarized below:

Price index Exchange
12.31.14 Additions Reversals Payments update rate variation 03.31.15
Tax 252.4 25.4 (31.6) (19.5) 7.5 1.2 235.4
Labor 330.4 36.1 (16.0) (28.8) 171 2.2 341.0
Civil, commercial and other 57.4 3.2 0.7) (6.4) 2.7 - 56.2
Contingent liabilities 545.6 - - - - 1.4 547.0
1,185.8 64.7 (48.3) (54.7) 27.3 4.8 1,179.6
Current 243.0 255.4
Non-current 942.8 924.2

24.2. Contingencies classified as a risk of possible loss

The Company is involved in other tax, civil, labor and social security contingencies, for
which losses have been assessed as possible by management with the support from
legal counsel and therefore no provision was recorded. On March 31, 2015 the total
amount of the possible contingencies was R$10,034.5 (R$9,268.5 as of December 31,
2014, from which R$547.0 (R$545.6 as of December 31, 2014) were recorded at the
estimated fair value resulting from business combinations with Sadia, Avex and Danica
as determined by paragraph 23 of IFRS 03, disclosed in the table of item 24.1. The
details of these contingencies were properly disclosed in the consolidated statements for
the year ended December 31, 2014 (note 26.2).

24.2.1. State ICMS (“VAT”) — Basic Food Basket
In a meeting held on October 16, 2014 and disclosure of decision on February 13, 2015,

the Federal Supreme Court ("STF") was favorable to Tax Authority of State of Rio
Grande do Sul, in the judgment of the extraordinary appeal N0.635.688 submitted by
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company Santa Lucia. The STF ruled that companies could not recognize full VAT
credits relating to products included in the basic food basket which have reduced rate of
VAT.

Although this decision has wide general repercussions and forms a precedent for other
taxpayers and courts, there will still be, in accordance with applicable law, a motion for
clarification, which will include a determination of the date at which the effects of the
decision are applicable to the Company. Due to this uncertainty, the Company is unable
to reliably measure the effect of the decision or to record its impact in its consolidated
financial statements.

24.2.2. Tax Assessment Notice — Income Tax and Social Contribution

On February 05, 2015, BRF was notified of tax assessment notices which are claiming
Income and Social Contribution Taxes, of R$534.5, related to the compensation of tax
loss carryforwards and negative calculation basis that exceed the limit of 30%, carried
out based on legal opinion, upon the merger of Sadia S.A. Legal defenses will be filed
by the Company's legal advisors has assessed the risk of loss as possible.

25. SHAREHOLDERS’ EQUITY

25.1. Capital stock

On March 31, 2015, the capital subscribed and paid by the Company is R$12,553.4,
which is composed of 872,473,246 book-entry shares of common stock without par
value. The value of the capital stock is net of the public offering expenses of R$92.9.
The Company is authorized to increase the capital stock, irrespective of amendment to
the bylaws, up to the limit of 1,000,000,000 common shares, in book-entry form without
par value.

25.2. Interest on shareholders’ equity and dividends

On February 13, 2015 the payment of R$463.3 was made related to the interest on

shareholders’ equity and dividends proposed by the Management on December 18,
2014 and approved in the Shareholders Ordinary Meeting on April 4, 2015.

25.3. Breakdown of capital stock

03.31.15 12.31.14
Common shares 872,473,246 872,473,246
Treasury shares (20,971,618) (5,188,897)
Outstanding shares 851,501,628 867,284,349
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25.4. Rollforward of outstanding shares

Quantity of outstanding of shares

03.31.15 12.31.14

Shares at the beggining of the period 867,284,349 870,687,739
Purchase of treasury shares (16,260,100) (6,000,000)
Sale of treasury shares 477,379 2,596,610
Shares at the end of the period 851,501,628 867,284,349

25.5. Treasury shares

During the three-month period ended March 31, 2015, as authorized by the Board of
Directors, the Company acquired 16,260,100 shares of its own shares at a cost of
R$1,028.8, with the objective of maintaining treasury shares to comply with the
provisions of stock option plans, both approved by special meeting of Board of Directors
held on December 18, 2014.

The Company has 20,971,618 shares in treasury, with an average cost of R$62.18 (sixty
two Brazilian Reais and eighteen cents) per share, with a market value corresponding to

R$1,327.5.

During the three-month period ended March 31, 2015, the Company sold 477,379
treasury shares due to exercise of the stock options of the Company’s executives.
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26. EARNINGS PER SHARE

Basic numerator
Net profit for the period attributable to controlling shareholders

Basic denominator
Common shares
Weighted average number of outstanding shares - basic
(except treasury shares)

Net earnings per share basic - R$

Diluted numerator
Net profit for the period attributable to controlling shareholders

Diluted denominator
Weighted average number of outstanding shares - basic
(except treasury shares)
Number of potential shares (stock options)
Weighted average number of outstanding shares - diluted
Net earnings per share diluted - R$

Continued operations

Basic numerator
Net profit for the period from continued operations attributable to controlling
shareholders

Basic denominator
Common shares
Weighted average number of outstanding shares - basic
(except treasury shares)

Net earnings per share basic - R$

Diluted numerator
Net profit for the period from continued operations attributable to controlling
shareholders

Diluted denominator
Weighted average number of outstanding shares - basic
(except treasury shares)
Number of potential shares (stock options)

Weighted average number of outstanding shares - diluted
Net earnings per share diluted - R$
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03.31.15 03.31.14
464.6 315.4
872,473,246 872,473,246
855,679,386 871,018,774
0.54297 0.36216
464.6 315.4
855,679,386 871,018,774
652,683 367,061
856,332,069 871,385,835
0.54255 0.36201

03.31.15 03.31.14
461.6 323.3
872,473,246 872,473,246
855,679,386 871,018,774
0.53949 0.37116
461.6 323.3
855,679,386 871,018,774
652,683 367,061
856,332,069 871,385,835
0.53907 0.37101
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Discontinued operations 03.31.15 03.31.14
Basic numerator

Net profit (loss) for the period from discontinued operations attributable to

controlling shareholders 3.0 (7.8)

Basic denominator

Common shares 872,473,246 872,473,246

Weighted average number of outstanding shares - basic

(except treasury shares) 855,679,386 871,018,774
Net earnings per share basic - R$ 0.00348 (0.00900)

Diluted numerator
Net profit (loss) for the period from discontinued operations attributable to
controlling shareholders 3.0 (7.8)

Diluted denominator
Weighted average number of outstanding shares - basic

(except treasury shares) 855,679,386 871,018,774

Number of potential shares (stock options) 652,683 367,061

Weighted average number of outstanding shares - diluted 856,332,069 871,385,835
Net earnings per share diluted - R$ 0.00348 (0.00900)

On March 31, 2015, from the total of 10,635,053 stock options outstanding (5,258,676
as of March 31, 2014) granted to executives of the Company, 5,702,714 options
(2,141,837 as of March 31, 2014) were not considered in the calculation of the diluted
earnings per share due to the fact that the exercise price until the vesting period was
higher than the average market price of the common shares during the period, so that
they did not cause any dilution effect.

27. RELATED PARTIES - PARENT COMPANY

As part of the Company’s operations, rights and obligations arise between related
parties, resulting from transactions of purchase and sale of products, loans agreed on
normal conditions of market for similar transactions, based on contracts.

All the relationships between the company and its subsidiaries were disclosed
irrespective of the existence or not of transactions between these parties.

All the transactions and balances among the companies were eliminated in the
consolidation and refer to commercial and/or financial transactions.

All companies disclosed in note 1.1 are controlled by BRF, except for UP!, Minerva and
Nutrifont, which are associates. During the three-month period ended March 31, 2015,
Instituto de Desenvolvimento Gerencial and Indg Tecnologia e Servigos consulting firms,
which BRF has no equity interest, but are related to members of its Board of Directors,
provided advisory services for strategic management and organizational restructuring.
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Due to the acquisition of biodigesters from Instituto Sadia de Sustentabilidade, the
Company has recorded a payable to this entity of R$47.2 included in other liabilities as
of March 31, 2015 (R$50.0 as of December 31, 2014).

The Company entered into loan agreements with its subsidiaries. Below is a summary of
financial charges for the transactions which corresponding balance is exceeding R$10.0
at the balance sheet date:

Counterparty Balance Interest

Creditor Debtor Currency 03.31.15 rate (p.a.)

Sadia Owerseas Ltd. BRF Global GmbH Us$ 474.0 7.0%
BRF GmbH BRF Global GmbH us$ 467.8 1.1%
BFF International Ltd. BRF Global GmbH Us$ 191.7 8.0%
Sadia International Ltd. Wellax Food Comércio USs$ 184.2 1.5%
Quickfood S.A. Avex S.A. AR$ 157.9 25.8%
Perdigdo International Ltd. BRF Global GmbH Us$ 119.9 0.9%
BRF GmbH BRF Foods GmbH us$ 118.6 1.2%
BRF GmbH BRF Holland B.V. EUR 86.3 3.0%
BRF GmbH BRF Foods LLC us$ 60.3 2.5%
BRF Holland B.V. BRF B.V. (NL) EUR 39.4 3.0%
Wellax Food Comércio BRF GmbH EUR 27.7 1.5%
Perdigao International Ltd. BRF Brasil Foods S.A Us$ 19.6 0.4%
BRF GmbH BRF Global GmbH EUR 14.2 1.5%
BRF Holland B.V. BRF GmbH EUR 13.8 1.5%
BRF Holland B.V. BRF Wrexham Ltd GBP 121 3.0%

27.1. Other Related Parties

The Company has leased properties owned by FAF. For the three-month period ended
March 31, 2015, the total amount related to rent was R$2.2 (R$1.6 as of March 31,
2014). The rent value was set based on market conditions.

27.2. Granted guarantees

All granted guarantees on behalf of related parties are disclosed in note 18.2.

27.3. Management compensation

The management key personnel include the directors and officers, members of the
Board of Directors and the head of internal audit. As of March 31, 2015 and 2014, there

were 24 professionals.
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The total compensation and benefits paid to these professionals are demonstrated
below:

03.31.15 03.31.14

Salary and profit sharing 11.1 14.9
Short term benefits (! 0.2 0.3
Private pension 0.2 0.1
Termination benefits 10.6 71
Share based payment 29 1.6

25.0 24.0

M Comprises: Medical assistance, reimbursement of educational expenses and others.

28. NET SALES

03.31.15 03.31.14
Gross sales
Brazil 4,632.3 4,289.0
Europe 665.2 760.9
MEA 1,599.6 1,317.2
Asia 756.8 707.0
LATAM 440.7 460.1
8,094.6 7,534.2
Sales deductions
Brazil (843.7) (712.8)
Europe (43.1) (51.1)
MEA (100.3) (14.9)
Asia (12.0) (7.4)
LATAM (47.2) (41.4)
(1,046.3) (827.6)
Net sales
Brazil 3,788.6 3,676.2
Europe 622.1 709.8
MEA 1,499.4 1,302.4
Asia 744.7 699.5
LATAM 393.5 418.7
7,048.3 6,706.6

29. RESEARCH AND DEVELOPMENT COSTS

Consist of expenditures on internal research and development of new products which
are recognized when incurred and amounted to R$17.7 for the three-month period
ended March 31, 2015 (R$13.8 as of March 31, 2014).
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30. OTHER OPERATING INCOME (EXPENSES), NET

03.31.15 03.31.14

Income

Recovery of expenses 1.5 3.8
Gain on disposal of property, plant and equipment - 8.0
Provision reversal - 6.3
Other 13.5 30.6
15.0 48.7

Expenses
Employees profit sharing (105.5) (46.4)
Idieness costs (") (41.7) (10.2)
Restructuring charges (34.7) (46.0)
Other employees benefits (17.4) (14.6)
Management profit sharing (12.8) (2.9)
Loss on the disposals of property, plant and equipment (9.9) -
Provision for civil and labor risks (6.7) (1.9)
Provision for tax risks (5.2) (3.4)
Stock options plan (4.9) 4.9)
Other (49.2) (39.1)
(288.0) (169.4)
(273.0) (120.7)

™ |dleness cost includes depreciation charge R$6.6 and R$4.4 for the three-month period ended March 31, 2015
and 2014, respectively.
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31. FINANCIAL INCOME (EXPENSES), NET

Financial income
Exchange rate variation on assets
Gains on derivative transactions

Gains on the translation of foreign investments (")

Exchange rate variation on marketable securities
Interest on assets
Interest on cash and cash equivalents
Interests on financial assets classified as
Held for trading
Held to maturity
Available for sale
Exchange rate variation on liabilities
Exchange rate variation on loans and financing
Others

Financial expenses
Exchange rate variation on loans and financing
Exchange rate variation on other liabilities
Interest on loans and financing
Adjustment to present value
Interest on liabilities

Losses on the translation of foreign investments ¢

Exchange rate variation on assets
Losses on derivative transactions
Others

() Refers to investments in subsidiaries whose functional currency is Brazilian Real.

1)
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03.31.15 03.31.14
715.8 -
345.5 -
343.9 -
336.2 -

69.0 52.5
45.1 16.3
7.8 6.4
7.0 5.7
3.2 2.0
- 84.7

- 78.5
3.2 5.0

1,876.7 251.1
(959.7) -
(736.6) -
(177.4) (151.0)
(39.7) (32.4)
(39.3) (25.5)

- (91.6)
- (53.9)
- (47.5)
(31.5) 45.7)

(1,984.2) (447.6)

(107.5) (196.5)
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32. STATEMENT OF INCOME BY NATURE

The Company has chosen to disclose its statement of income by function and thus
presents below the details by nature:

03.31.15 03.31.14
Costs of sales
Costs of goods 3,218.8 3,514.5
Depreciation 260.6 246.8
Amortization 0.9 0.6
Salaries and employees benefits 742.7 645.0
Others 661.7 523.9
4,884.7 4,930.8
Sales expenses
Depreciation 15.6 14.7
Amortization 29 1.3
Salaries and employees benefits 253.9 233.4
Indirect and direct logistics expenses 523.8 503.7
Others 287.4 246.9
1,083.6 1,000.0
Administrative expenses
Depreciation 7.3 2.3
Amortization 23.0 14.3
Salaries and employees benefits 65.3 60.5
Fees 6.7 6.4
Others 5.2 10.7
107.5 94.2
Other operating expenses (!
Depreciation 6.6 7.2
Others 281.4 162.2
288.0 169.4

M The composition of other operating expenses is disclosed in note 30.
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33. NEW ACCOUNTING PRONOUNCEMENTS RECENTLY ADOPTED AND NOT
YET ADOPTED

During three-month period ended March 31, 2015, the Company has not been required
to adopted new accounting standards and pronouncements.

34. SUBSEQUENT EVENTS

34.1. Signed an agreement to a joint venture formation - Singapore Food
Industrias Pte. Ltd. (“SFI”)

On April 16, 2015, BRF announced to the market, through its wholly-owned subsidiary
BRF GmbH, it has signed with Singapore Food Industries Pte. Ltd. ("SFI") documents
for the formation of a joint venture in Singapore and an acquisition of 49% of the shares
of a new company to be formed by SFI namely SATS BRF Food Pte. Ltd. ("SATS
BRF"), for the purchase price of approximately USS19.0 ("Transaction"). SFl is a
wholly-owned subsidiary of SATS Ltd., which is the leading provider of gateway
services in Asia, and listed on the Singapore Exchange ("SGX").

Within the scope of Transaction, SFI shall transfer to SATS BRF its food distribution
business, which will include: (i) sublease of 2 meat processing facilities and 1
warehouse; (ii) equipment related to such processing facilities and (iii) license
agreement for the use of certain trademarks in Singapore.

SATS BRF will focus on expand the offer of processed foods and semi-processed of
high value added, initially for the Singapore market and will benefit from (i) BRF's fully
integrated supply, go-to-market operations, product development and global trademarks
capabilities as well as (ii) SATS’ domain knowledge of Asian local markets and state-of-
the-art production facilities.

The completion of the Transaction is subject to the compliance of the parties with the
precedent conditions.

34.2. Formation of joint venture - Invicta Food Group Limited (“IFGL”)

On April 22, 2015, BRF announced to the market, through its wholly-owned subsidiary
BRF GmbH, it has signed with the shareholders of the entire share capital of Invicta
Food Group Limited ("IFGL" and "Current Shareholders"), the final documents for the
formation of a joint venture ("JV") between BRF GmbH and IFGL, which shall have as
main objective the distribution of processed food in the in the United Kingdom, Ireland
and Scandinavia (“Transaction and Territory”).
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Within the scope of Transaction, IFGL contributed with its current operation to the JV,
with a strong presence in the food service market in the United Kingdom and BRF
GmbH contributed its current operation in the Territory to the JV and acquired additional
equity interest in JV for the amount of GBP 18.0, in order to provide that, at the
conclusion of the Transaction, BRF GmbH holds 62% of the JV's total share capital and
the Current Shareholders the remaining 38%.

35. APPROVAL OF THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

The interim consolidated financial statements were approved by the Board of Directors
on April 28, 2015.
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