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| To all those who have an input in Marfrig's
success,
In this report, we aim to present not only the
‘ principles that guide our management and
strategy, but also all the initiatives implemented
and planned in pursuit of our aims and
performance obtained.
The global food market has undergone major
(\ changes, especially with regards to transparency.
The blatant European discovery of horsemeat in

) products claiming to be "pure beef" gave rise to

concerns about the reliability of the companies of
the sector.

At Marfrig, we know that in each and every

product there is a promise, and in this regard,
we are fully confident of our efforts throughout

the years in the field of food safety, health and
traceability. All such efforts have resulted in
greater Company credibility and institutional
added value. The group sees in this critical
5 aspect a business opportunity, by maintaining




our determination to serve with transparency,
responsibility and on ethical grounds. We
advocate a higher degree of transparency in
food packaging, thereby strengthening ever more
our relationship of trust with our customers and
consumers, who are entitled to be fully informed

on everything that is involved in the supply chain.

We know that our relationship with shareholders
and investors is also grounded on trust and,
therefore, we seek to establish a coherent

link between what we do and what we say,
endeavoring to deserve the trust of those who

believe in us.

We took over leadership of a Company that
has undergone major transformations in the last
years. The 43 acquisitions carried out in the
last six years have increased Marfrig's revenue
twelvefold. At the end of 2006, our revenue
totaled R$2 billion, while today we are a
company with a total revenue of R$24 billion.
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In 2006, we had early 10,000 employees in
four Latin American countries, whereas today
we fotal more than 91,000 employees in 18
countries in the five continents. However, even
after such considerable expansion, we have not
fully exploited all the synergy implied from those

acquisitions.

Today, our main objective is to fransform Marfrig
info a company of value in the broadest sense,
with financial value the most obvious, but not the
only one. We face big challenges to guarantee
margins, quality and consistency, within a
dynamic global scenario of tight margins.

The strategic thinking behind the recent decisions
made by Marfrig explains the reduction of the
company's exposure to commodities, via an
increase of its share in the segment of higher
value-added processed foods and, therefore, less
volatile and more profitable.

Marfrig Group 5
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As the first company in the food industry fo sell
branded beef in Brazil, Marfrig Beef's strategy
has been quite successful. With its focus on the
Brazilian domestic market, particularly on the food
service segment, Marfrig Beef's main aim in 2012
was structural improvement and cost reduction.
After some years of building up cattle livestock
and its retention, the division has managed to
exploit successfully the favorable moment of the

Brazilian livestock farming.

Our international business of the Seara Foods'
segment has also been successful. Keystone and
Moy Park performed well in 2012, strengthening
the Group's global presence and consolidating

a unique position in the food service and among
the world's largest retail chains. With Keystone,
the two joint ventures in Asia have exceeded
expectations, contributing to making Marfrig the
Brazilian food company with the largest operation

in the continent.

On the other hand, Moy Park has increased the
share of ready-to-eat meal products, in addition to
the prime and high added-value line that brings
the signature of the British chef Jamie Oliver.

The drawback in 2012 was not being able to
deliver good results with Seara Brasil, due to

the pressure of grain prices and the increase in
general and administrative expenses, directly
related to the exchange of assets started in June
2012, which has affected directly our profitability
in the 4th quarter.

We are aware of Seara's strategic importance

in our portfolio. The Brazilian market has an
unequivocal leader, but there is also room for
another leader placed second in rank. Actually,
the market is clearly requesting this from us. There
is a lot to do in all fronts, particularly with regard
to logistics and distribution efficiency, better use
of the existing brands, creation of new product
brands or categories, and human resources.




Surveys show that there is a direct correlation
between an increase in families' income and a
greater consumption of animal protein, relative to
both the amount consumed and the migration of
higher-value proteins. Such change in behavior
has been the case with Brazilian consumers,
and precisely to take advantage of this scenario,
Seara has been expanding its presence in the
points of sale by increasing the mix of channels.
In 2012, there was a great effort to serve new
customers and the outcome was obvious — we
were able to double the number of customers to

more than 70 thousand.

In 2013, the strategy focuses on increasing the
number of Seara's products on the shelves of the
already existing customer base. Furthermore, with
an eye on the future, we will work harder to get
closer to those already integrated, valuing their
fundamental condition within the production cycle.
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Our recent moves in the capital markets related
both to debt and equity, through the issuance

of Senior Notes (Bonds) and the Follow-on,
focused on finding solutions for the shortterm
debt. Overall, the operations totaled R$2.2
billion, which is being used to support the need
for working capital and extend the debt maturity
terms. We are fully committed to reducing the
Company's gross debt.

For 2013, the Marfrig Group bets on innovation
and efficiency, investing in policies, tools and
initiatives that consolidate the quality standard
of the Company and the high added value of

its products, focusing not only on its production
plants but also on all the Group's supplier and

partner chain.

Marfrig Group 7




Moreover, a Strategic Plan will be put into
practice, designed to gradually leverage
performance and delivery of results, in addition
to carefully studying the complex Brazilian tax
system in order fo identify gain opportunities.

The newly-created position of Vice-President of
Strategic Planning shows the commitment of the
Marfrig Group's management to achieve more
solid and sustainable results in the next periods.
With time and focus, we will be able to establish
a more stable capital structure for the Group.
This commitment must also be undertaken by
all our employees, who are so essential to the
implementation of the Company's strategy with
quality in the daily running of business. That

is why communication with our staff and their
engagement are also one of the focuses for the

Group's improvement.

We are very committed to the safety of our
employees. We take this opportunity to thank

each and every one of our employees for their

MESSAGE FROM
THE MANAGEMENT

effort in engaging in a safe conduct. Without a
safe conduct and multi-disciplinary support at the
plants, the task becomes an even greater uphill
struggle.

The preparation of this Sustainability Report is
an important exercise because, above all, it is

a moment for integration and consolidation that
calls for the Group's corporate capacity to learn
and improve every day. The opportunities and
challenges are huge, and intensive work is being
carried out to maximize our operations, results
and benefits to all our stakeholders and promote
sustainable growth.

Along this path, we have also worked hard to
continually improve our operations, seeking to
minimize environmental impact and to extend
the opportunities and generation of value to
our public. As a result of this approach, we
were recognized for sustainability in 2012 by
important international organizations, due to

our initiatives and transparency in the pursuit of
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sustainable development: the Forest Footprint
Disclosure named the Marfrig Group as the
company that made most progress in the forest
footprint management in its operations in the food
sector; the Carbon Disclosure Program ranked the
Company among the 10 best Brazilian companies
regarding performance and transparent practices
for disclosure of reports on greenhouse gas

emissions and climate changes.

Therefore, with this publication we would like

to invite you to learn about the path we took in
2012, and show our gratitude for the trust of our
shareholders, employees, suppliers, customers
and partners, so essential o the sustainability and

stability of our business!

Enjoy your reading and thank you very much!

Marcos A. Molina dos Santos
CEQO and Chairman

Sérgio Rial
CEO Seara Foods

Marfrig Group 9




ABOUT THE REPORT

In this Annual Report, the Marfrig Group presents
a good part of its history in 2012, from the
management conducted by the Company to the
initiatives developed, the operations carried out
and the results achieved, from the operating,
economicfinancial, social and environmental

standpoints.

The information reported during this publication
refers to the Group's global operation, thorough
all of its subsidiaries — except when otherwise
indicated — and to the period between January 1
and December 31, 2012.

This is the third consecutive year that the Report
has been prepared based on the guidelines

of the Global Reporting Initiative (GRI), an
international standard for sustainability reports.
To learn more about the guidelines that stimulate
the transparency of relevant topics on business

sustainability, access www.globalreporting.org.

10

By adopting this methodology, Marfrig expects
to build another tool for communication and
dialog with all its stakeholders and consolidate
its transparency and commitment with the social
and environmental development and sustainable
growth of its business. For this purpose, the
content presented in this report has been prepared
by a multi-disciplinary team from different areas
and companies of the Group, under coordination
of the Investor Relations and Sustainability team,
providing more complete information on each

indicator, whenever possible.

Additionally, Marfrig consulted with 569 people
- among customers, suppliers, partners, financial
institutions, shareholders, employees and the
civil society —, by means of an electronic form
that identified which topics they considered more
representative and that should be addressed in
greater depth in the publication.




According to the survey, the ten topics
of greatest interest for the preparation
of the Sustainability Report 2012 were:

Customer Satisfaction Survey
(2) Community 47%
@ Market Presence 46%
Economic Performance
Legal Responsability for the Product
Training and Education
Emissions, Effluents, Waste
@ General Environmental Management 35%
© Indirect Economical Impact 34%
@ Job Generation 34%

Annual Report 2012

With the purpose of understanding the convergence
of views of the external and internal stakeholders,
the Materiality Matrix of this Report was built,
showing the external opinions on the vertical axis

and internal ones on the horizontal axis.

N

External Stakeholders

e

0 1 2 3
Internal Stakeholders

Marfrig Group 11
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By filtering the data by internal and external stakeholders, the following topics emerged:

Internal Stakeholder:

t | Emissions, Effluents, Waste €& 67%

be 56%

D 5
| D 5
0 o orogs I

External Stakeholder:

D
L 46%
T

L comomicruiomoree LR

1 GorerEnvonmenc nsgonen L

£ | Customer Satisfaction

£ | Customer Satisfaction Survey

12




Annual Report 2012

The Marfrig Group's Sustainability Report 2012 meets level B of the guidelines, in compliance with
level B validated by the Global Reporting Initiative (GRI).

Framework for compliance with the GRI guidelines

e e e e afs

Verified Verified Verified
externally externally externally

Self-declared

Verified by Third Parties

RS 2012

Verified by GRI Marfrig

Marfrig Group 13
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To meet and exceed the expectations of our customers and pariners, supplying safe

products with differentiated quality, through modern technologies and a highly frained
workforce, operating with social and environmental responsibility and generating value

for our customers, pariners, employees, shareholders, and society.

16
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To be recognized as a company of excellence in the Brazilian and international
market for processing and selling high quality products, in all of Marfrig
Group's segments and commercial brands, while continuing to expand in

the market in which it operates in Brazil and abroad, with the commitment

to continually improve its products and with sustainable development and
profitability in its business.

e Commitment to the Customers and Consumers
® Respect for the Environment

e Excellence and Quality

e Social Responsibility | ,
e Safety o O
® |ntegrity

o . - Marfrig Group 17
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Marfrig in 2012:

Marfrig Alimentos S.A., which is headquartered
in the city of Sao Paulo, State of SGo Paulo, is one

of the largest world companies in the food sector L e
and has a wide portfolio with approximately 23 ] 7 4
thousand products and renowned brands in Brazil ' : !

and abroad.

lts operational structure comprises 138 production
plants whose overall production capacity is higher
than 1.9 million tons of processed and added-
value food products per month, with distribution
centers and commercial offices throughout 18

A 26 bran\ds

countries worldwide. The Company also has
approximately 91 thousand direct employees AT AN
and exports its products to over 150 countries in ')
Europe, the Middle East, Asia, Africa, Oceania
and the Americas.

A global food company \

The Marfrig Group has operations in 18 countries, in the five continents, through a wide operating
network, which ranges from the production, manufacturing, processing, marketing and distribution
of animal protein-based food products (beef, pork, lamb and poultry), pasta and similar products
(pizza, lasagna, breaded products and desserts), ready-to-eat meals and frozen vegetables, to

| the distribution of other food products (frozen food, cold cuts, sausages, fish and others) and semi-
finished and finished leather.

Throughout the network, the Group's operation is committed to excellence and quality, thus ensuring
the presence of its products in the world's largest restaurant and supermarket chains and in the

\lieholds of consumers of over 150 countries.

20
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Business relationship with 150 countries

Approximately

R$23.8 billion net 91,000

operational revenue :
——— employees worldwide

L\

R$2.13 billion—
" consolidated EBITDA
Present in 18 coutries; —

in 5 continents—_

e —

Annual Production
Capacity 2012

Cattle (heads)
4.8 million

(Chickens (heads)
1.1 billion

Lamb (heads)
3.0 million

-
=

Processed Food
1.9 tons/million

Turkeys (heads)
10.3 million

Pork (heads)
4.3 million

I Marfrig Group 21
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OPERATING SEGMENTS

Within this global scenario, with a diversified

offer in the food services sector and a wide
product portfolio, Marfrig's organizational
structure seeks to ensure efficiency gains in its
operations and the continuous expansion of its
growth potential.

Volume soldin 2012:

Fresh Meat

=

Processed Meat

Marfrig Beef

Business division: cattle, sheep and leather

assefs with Brasil Foods,
the Company maintains its
focus on market niches,
the food service segment
and exports of premium

Since 2011, the Company's structure has been
based on two main operating segments: Marfrig
Beef, which runs the beef, lamb and leather
operations, and Seara Foods, responsible for

the poultry, pork, processed and value-added

food operations.

Optimization of cost structure and dilution. After

some years of building up a cattle livestock and its
retention, Marfrig Beef should exploit successfully
the favorable moment of the

Brazilian livestock farming. éj

Confinue fo take advantage
of the leading position in the
country to leverage its
exports. Due to its sanitary
status, Uruguay is authorized
to export beef fo all the
countrigs in the world.

f—

Following the swap of

cuts, by using the

Hilton Quota. .
To learn more details about the

Group's strategic posifioning,
access chapter "Strategy ad
Action" in this report.

22




Volume sold in 2012

Companies:

K

Seara Foods

Business division: poultry, hogs and processed foods

Processed Meat

=

Fresh Meat

In 2012, Seara Brasil invested in expanding its mix
of products and increased its processed food market
share. Furthermore, the company expanded its
customer portfolio, with main focus on small - and
medium - sized refailers. For 2013, the strategy is to

Annual Report 2012

D b =) =B
P @ K

increase the number of Seara products on the
shelves of the customer base. l

Keystone aims to boost
production, sale and distribution
of products to the food service
segment, seeking to obtain
operating gains and improve its
portfolio. Keystone's strategy
includes the confinuity of the two
joint ventures in Ching, in a
confinent where it has already
become the Brazilian food
company with the

largest operation.

Moy Park, a leader in the
United Kingdom and with a
strong presence in the main
retail chains and the food
service segment, has the
sfrategy to increasingly invest
in the ready-fo-eat meals
and in the products signed
by the renowned Brifish
chef Jamie Oliver.

To learn more details about the
Group's strategic posifioning,
access chapter “Strategy and

Action” in this report.

Marfrig Group 23
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PRODUCTION CHAINS

Marfrig has extensive experience in the also to identify aspects for improvements and
animal protein production chain, which has opportunities in the chain, seeking to achieve
allowed it not only to develop sustainable environmental and operating excellence as well
business in different regions of the planet, but as the Group's usual efficiency and quality.

B Producer
© Raising @@ Complete Cycle

ﬂ’ Breeding ggg
Feedlot )
m Finishing

Slaughter

HHHH

Suet Meals Leather Deboning Offals Hooves Tripe Blood

(beef or bone) und Horns
e J§ K ) v v O o
Tanneries Mineral Salt Tanneries Food Crushing Industry ~ Cold cuts, etc. Pharmaceuticals
Chemicals Animal Feed Cosmeics Pharmaceuticals Chemicals Sporting goods Animal Feed
Cosmeics Footwear Cosmeics Handicrafts ~ Surgical Products Biodigestors
Pharmaceuticals Food
Soap
Beef Jerky Prepared Products Food Service Canned Products Fresh Beef

=
1 =
Higher Profitability with the same volume of Raw Materials
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oNeo
Oo0dog Slaughter

* Leather

Green or Wet-salted Hides ! hP(e: ersIF1|ing|;'

Sehum, Claw, B fihairing, Fleshing, i
Head and Back C . Splmmg,. Tm.mlng, i
Wet Blue Fleshings i d“gi;g;?{:;m’
Whole Wet Blue Leather

| C f Dying, Drying |

Whole Semi-finished Leather . )

; = : Stuccoing, Buffing, i

i C ! Painting/Top, ;

i Embossing,

; Painting/Top !

i Whole Finished Leather | |

i ] : (utting, Splitting, ;

Offeuts c C_I- Perforafing,

; Lominafing !

\ Pre-cut Leather Kits

_______
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Food following cuts:
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g
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AWARDS AND
RECOGNITIONS

Forest Footprint Disclosure (FFD) named the Marfrig Group among all the sector companies

in the world as the one that advanced the most in managing forest impacts.

10 BEST CDP COMPANIES IN BRAZIL IN 2012

The Carbon Disclosure Program (CDP) chose Marfrig as one of the 10th best Brazilian

companies regarding performance and transparent practices in the disclosure of reports on
greenhouse gases emission and climate changes.

KING MENES — DOUBLE CROWN AWARD

The Group received the award "Excellence in Partnership" (United

Relationship Built to Last) with customer Yum!, in the Middle East.

Marfrig received the award for the biggest leather exporter, given by Zenda Leather, which
is an industrial leather producer currently operating in the United States and Uruguay.

Award won for the work carried out in Frigorifico Tacuarembé.

28
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EXCELLENCE IN FOOD SERVICE AWARD

Award offered by Aramark, in Chile.

OUTBACK STEAKHOUSE CHAIN'S SUP
OF THE YEAR

Award given to the Marfrig Group by the Outback Steakhouse Chain.

JOINT POULTRY INDUSTRY SAFETY AWARD PROGRAM

Excellence and Honor Prize received by the Group for its excellent safety performance,

itself a result of the implementation of efficient and innovative health programs for poultry
creation and processing.

POULTEC AWARD

Award given by Poultec Training Limited in recognition of the excellence
of the Marfrig Group in managing pouliry.

ARENA ENVIRONMENTAL AWARD

Green seal won by Business in the Community’s ARENA Network for the Group's
performance in the 14th Environmental Benchmarking Research in Northern Ireland.

Marfrig Group 29
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The Marfrig Group is managed by experienced
directors and executive officers committed

to attaining the highest level of corporate
governance. The Group's business is conducted
with transparency in the disclosure of information
to its several stakeholders — shareholders,
investors, customers, consumers, suppliers,
employees and society — and develops corporate
governance practices that go beyond the
recommendations and legal obligations.

As Marfrig is a publicly-held company,

it complies with the rules of the Brazilian
Securities Commission (CVM) and the
Regulation of the New Market (Novo Mercado)
of the BM&FBovespa — a distinguished
corporate governance segment where it is listed
—, as well as with the recommendations of the
Brazilian Corporate Governance Best Practices

Code of the Brazilian Institute of Corporate

Governance (IBGC).

32

The Company's operations are based on ethical
commitments and guided by its mission, vision,
values and Code of Ethics, particulars widely
disseminated to all parties involved with the
Group. Marfrig's Bylaws comply with the new
provisions of BM&FBovespa's New Market
(Novo Mercado) Regulation, continuously

improving its management practices.
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GOVERNANCE STRUCTURE

.............................................................

[ Marfrig Alimentos S.A.]

[ A

[ Marfrig Beef ] [ Seara Foods ]

..........................................................................................................................

Board of Directors [ Fiscal Coun ]
and Committees '
: [(EO and Munugemeni]
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The Board of Directors is the collegiate decision-
making body responsible for formulating the
overall business policies and monitoring their
implementation, for appointing executive officers
and supervising the officers' management, and for
hiring independent auditors. The Board comprises
at least five and no more than 11 directors,
always elected at a Shareholders' Meeting, to
serve a unified term of two (2) years, with re-
election or dismissal authorized at any time by the
shareholders attending a Shareholders' Meeting.

All resolutions of the Board are taken by the
directors' majority vote. In conformity with the
Brazilian Corporation Law, the directors are not
allowed to take part in any operation or business

involving conflicts of interest.

The main topics addressed by the Board of
Directors in 2012 were previously analyzed by its
advisory committees.

At the end of 2012, the Board was composed of
37.5% of independent directors, who were all re-
elected at a Shareholders' Meeting held on April
30, 2011, to serve a term up to 2013.

Board of Directors (on December 31, 2012)

Title

End of office term

Name
Marcos Antonio Molina dos Santos Chairman GSM of 2013
Alain Emilie Henry Martinet Board Member GSM of 2013
Antonio Maciel Neto Independent Board Member GSM of 2013
Carlos Geraldo Langoni Independent Board Member GSM of 2013
David G. McDonald Board Member GSM of 2013
Marcelo Maia de Azevedo Correa Independent Board Member GSM of 2013
Mércia Aparecida Pascoal Margal dos Santos Board Member GSM of 2013
Rodrigo Margal Filho Board Member GSM of 2013

For more information on the profile of the Directors on the Board, please access:

www.ri.marfrig.com.br/port/governanca/diretoria.asp

34
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and that one-third of the Directors may hold a

position on the Board of Executive Officers.

Marfrig's statutory executive officers are the

legal representatives of the Group, in charge of
management and implementation of the general
policies and guidelines set forth by the Board of
Directors. The Company's Bylaws establish that

the Board of Executive Officers shall comprise

at least two and no more than seven officers

right to re-election.

The executive officers, shareholders or
otherwise, mandatorily resident in Brazil, are
elected and dismissed by the Board of Directors

and serve for a term of three years, with the

Board of Executive Officers (on December 31, 2012)

Executive Officers

End of office term

Marcos Antonio Molina dos Santos Chief Executive Officer 25/03/2013
Ricardo Florence dos Santos Investor Relations Officer 25/03/2013
James David Ramsay Cruden Chief Operating Officer 25/03/2013

Board of Executive Officers (on December 31, 2012)

Executive Officers Title

James David Ramsay Cruden

CEO e COO Marfrig Beef

David Alan Palfenier

CEQO Seara Alimentos

Martin Carignani

CEO Argentina

Martin Secco Arias

CEO Uruguai

Nigel Wallace Boyd Dunlop

CEO Moy Park

Marcos Antonio Molina dos Santos

CEO Keystone

For more information on the profile of the members on the Board of Executive Officers,

please access: ri.marfrig.com.br/port/governanca/diretoria.asp.

Marfrig Group 35
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New CEO for 2014

Graduated in Economy and Law, with an MBA from IBMEC S&o Paulo and specialization from
INSEAD, in France, Mr. Sérgio Rial was elected CEO of the Seara Foods' Business Division by the
Board of Directors, and not later than January 1, 2014 he will assume the position of CEO of the

Marfrig Group, replacing Mr. Marcos Antonio Molina dos Santos, who shall act as Chairman of

the Board of Directors.

M:r. Rial shall also be a member of the Finance Committee and the Compensation, Governance and

Human Resources Committee — advisory bodies to the Company's Board of Directors.

The dissociation of the positions of Board of Directors' chairman and Company's CEO or main

executive had already been approved in Marfrig's Bylaws, as part of the development of the

corporate governance sought by the Company.
-

The Fiscal Council is a permanent and
independent body of the Company's management
and independent auditors, comprising at least
three members and alternates and no more than
five members and an equal number of alternates.
The Council has the duty to supervise the
directors' and executive officers' performance and
analyze the financial statements, reporting their

comments to the shareholders.

36

All Fiscal Council members shall reside in Brazil,
hold at least an undergraduate diploma or

have acted as directors, officers or fiscal council
members of another company.

In order to avoid conflicts of interest, the members
of the Fiscal Council do not assume duties on the
Board of Directors, Board of Executive Officers

or as an employee of a subsidiary or company

of the same Group, and do not have relationship
with the Group's directors, officers and other fiscal
council members by virtue of kindred in a direct

line and up to the third degree.




Fiscal Council (on December 31, 2012)

Annual Report 2012

Name Title End of office term
Marcilio José da Silva Effective member GSM of 2013
Peter Vaz da Fonseca Effective member GSM of 2013
Roberto Lamb Effective member GSM of 2013
Sérgio Tuffy Sayeg Deputy member GSM of 2013
Marcello Froldi Negro Deputy member GSM of 2013
Antonio B. Coury Jr. Deputy member GSM of 2013




Marfrig's shareholders' meetings are an instance of inferaction and dialog, when the shareholders may make

recommendations to the highest degree of governance. The main purposes of the meetings are as follows:

Establish the overall Decide. in accordance

annual compensation of with the management's
the Board of Directors, proposal, on the

Board of Executive llocation of net i
financial statements h P R
_ Officers, qﬂd the and ifs distribution to
Fiscal Council, among shareholders
other duties

Elect and remove Examine, discuss about and

Assess the Di .
irectors and vote on the Company's
— management's acfions Members of the L

Fiscal Council

Pursuant to Law 6.404 (Brazilian Corporation Law), shareholders' meetings are summoned at least 15 days
in advance on first call and 8 days on second call. The documents related to the Meeting are available to

shareholders at the Company's headquarters as well as on its website www.marfrig.com.br/ri.

" In 2012, two shareholders' meeting and one extraordinary shareholders’ meeting were
held to decide on the following agenda: to approve the Management's accounts; examine
the Financial Statements of 2011; elect members to the Fiscal Council; establish the

Management's overall annual compensation; increase the Company's capital; and make

amendments to the Bylaws due to the referred to capital increase and the new provisions

of the New Market (Novo Mercado) Listing Rules of the BM&FBOVESPA.

So as to ensure the highest degree of corporate governance in the discussions held at the
shareholders' meetings, should there be a conflict of interest between any shareholder and the
matter to be discussed, such shareholder shall not be entitled to vote in the conflicting topics, in
accordance with Article 115 of Law 6.404/76.
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Advisory Committees As of December 31, 2012, the Company had
three advisory committees, all coordinated

The Group's corporate governance by independent advisors. Audit Committee,

structure includes specific committees coordinated by Mr. Marcelo Maia de
created to advise the Board of Directors, Azevedo Correa; Finance Committee,
and they may comprise Directors as well as coordinated by Mr. Carlos Geraldo Langoni;
the Company's executives. and Compensation, Governance and Human

Resources Committee, coordinated by Mr.
Antonio Maciel Neto.

e Audit Committee  GEE . ey  Financial Committee  uut

1

~

Responsible for periodically examining
investment and financing plans and their
impact on the Company's capital structure,
and monitoring the maintenance of
predetermined liquidity and capital
structures. Also this Committee has the duty
of analyzing and approving operations.

Has the purpose of supporting the
execution of internal and external audit
processes regarding issues on accountancy
and disclosure of financial information,
besides assessing the efficiency of the
legal and internal financial controls.
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....................................

____________________________________

T Compensation, Human Resources and Corporate Governance Commitiee gl

1

Responsible for supporting the decision making related fo strategies, policies and internal regulations in ;
human resources, including fixing the compensation and benefits offered to the management, employees :
and service providers. Also supports the implementation of processes and the control and development of :
\  corporate governance practices. !

_____
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After the operational restructuring carried out
in 2011, which consolidated the Company's
business into two operating segments — Marfrig
Beef and Seara Foods — enhancing the Group's

corporate identity, the focus in 2012 was

- Sustainable growth in

\.
AN

the long term

on operation, with improvement of business
management as a priority. With an equivalent
to 40% of Seara Brasil's size, the exchange of

assets became an important integrating activity.

The ongoing pursuit of growth opportunities is in line with Marfrig's long-term strategy, the
main purpose of which is to build consistent relationships with its stakeholders, in order to
guarantee the reputation and recognition of its brands and its consolidation as a global

\food company, determined to generate results and the sustainability of its businesses.

2012 was characterized by the strengthening
of the Seara brand in the Brazilian market,
especially through the integration of new units
and brands resulting from the exchange of

assets announced in December 2011.

The incorporation of these new assets between
June and August significantly expanded
the installed capacity for manufacturing

value-added products, while the temporary
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suspension of several categories of products
imposed by CADE (Brazilian Antitrust Agency)
on the main competitor of Seara in Brazil
increased substantially the demand for its
products in many of the country's regions,

mainly where the Group was not present.

The implementation, adaptation and
adjustment process of these new production
lines and distribution platforms took place
over the second half of the year, and should
go on up to the end of 2013, until they are




totally integrated and apt to reach their ideal
utilization and productivity levels. Then,

they will be fully contributing to the value
generation of the division, sales growth ,
increase in the number of customers — with
small- and medium-sized retailers being the
main focus — and, thus, contributing to the
growth of Seara's market share in Brazil.

Among the brands received by the Group,

the following stand out: Rezende, an

already established and renowned brand

of industrialized products in the Brazilian
market with a comprehensive portfolio in the
main categories — including lasagna, pizza,
breaded products, hamburgers, sausages, cold

S V%ea Grande

(,

Salvador

® Plants
@ Distribution Center

do Gongalo
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cuts; and Doriana that has been a breakfast
item for Brazilian families for many years,
strengthening the Company's brand portfolio,
launching the Group into the margarine

segment.

Greater presence in the Brazilian territory

The new assets acquired by the Group, in addition
to considerably increasing the production capacity,
also brought industrial plants, distribution centers,
bird incubation facilities, breeding stock units and
feed plants to strategic locations in Brazil, such as
the State of Bahia, which will serve Brazil's North
and Northeastern regions.

12 brands repositioned according to the
/ Company's marketing strategies
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P More production capacity (i “

/ Market N
Share
increase

\

/7

i + production capacity of + 24% in chicken production i
40,000 tons per month ;
i + 51% in hog production |
‘\ + 134% in the production of processed foods ,,'l

................................................

IN THE ASSETS SWAP (TDC-CADE): Marfrig assigned 90.05% of the capital of Qumkfood
which is located in Argentina, and to pay RS350 million with down payment settled between
June and October 2012, plus 72 installments at the Market interest rate. The fransaction is
in line with Marfrig’s strategy to reduce its operation in Argentina and operate by market
niche. The Company is the largest holder of the Hilton Quota in the country and focuses on
food service and small-and-mid-sized retailers.
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Seara has also stood out in Marfrig's operation in
the Chinese market. With the strong penetration of
the brand, consumers spontaneously started to call
it "the red sun brand"; thus, the Company added
to the brand's logotype the Mandarin text "“Hong
Tai Yang”, which means “Red Sun”.

The Asian market — China ranks fourth among

the countries with the highest consumption of beef
in the world, and with potential to increase its
demand in the near future — also has been one of
the main focuses of the Marfrig Group. In 2012,
the Company broadened its presence in Asia
through the joint venture between Keystone

and COFCO.

COFCO Keystone Foods Supply Chain seeks
business opportunities in food logistics and
distribution services in China and anticipates an
investment of more than US$250 million over
ten years for the construction of six distribution
centers, transportation fleet and an IT support
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platform in China's strategic cities, including the
capital, Beijing, and Shenzhen (where Keystone
Foods China processed products plant is located)
as well as in the cities of Chengdu, Shanghai,
Shenyang and Wuhan.

A second joint venture originated Keystone-
Chinwhiz Poultry Vertical Integration, whose goal
is to "verticalize the poultry operation in China"
and meet the demand for industrialized products,
with an investment of US$57 million. Therefore, it
reached a processing capacity of 200 thousand
chickens per day, and can provide 50% of the
raw material demand of the Keystone processing
plant in China, without fully verticalizing the

poultry operation in the country.
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In February 2012, Keystone Foods concluded
the sale of the logistics services business
specializing in serving the fast service
restaurant industry in the United States,
Europe, the Middle East, Oceania and Asia
— Keystone Foods LLC. The logistics service
business was sold to Martin-Brower Company

for US$400 million.

The sale of these logistics assets will allow
Marfrig Group to strategically focus on its main
business, which is the development, production
and marketing of animal protein-based
industrialized foods on a global scale.
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CHALLENGES FOR 2013

Marfrig undertook to reduce its gross debt in 2013 in pursuit of a better balanced capital

structure. For such purpose, a series of operational goals were set down in order to:

» Improve the industrial facilities, focusing on the increase of its capacity utilization and,

consequently, on the reduction/dilution of fixed costs;

» Maintain a strict control over selling, general and administrative expenses; and

» Substantially improve the capital structure, allowing a more sustainable growth in

future years.

All this, strengthening even further the culture

of transparency and results and undertaking to
submit to the market, from the third quarter, a
Strategic Plan that the Company will follow in the

next years.

At Seara Foods, following the 2012 customer
base expansion — with an increase of almost
100% in Seara Brasil — we aim to conclude

the integration of the plants obtained with the
exchange of assets in Brazil and to continue the
operational improvement of our plants through a
more efficient management.

Marfrig Beef will keep the focus of its business on
supplying the Brazilian internal market, mainly the
food service segment and also with the challenge
of continuing to enjoy good phase in the domestic
livestock cycle. In Argentina, our target will be to
operate by niche market of exporting premium
cuts, besides seeking to make full use of the Hilton
Quota. In Uruguay, our goal will be to restructure
the leather business and improve in operational
terms, due to the gradual recovery of the beef
production cycle in that country.

I Marfrig Group 47







\\\
N e e
YRR
|
—

L

L

L ——

BUSINESS

MANAGEMENT




BUSINESS
MANAGEMENT

As a result of the regional, cultural and portfolio

diversity profile that is typical of the Marfrig
Group's business, each division has a customized
management model, aiming at optimizing the

use of the experience and knowledge of each
business in the development of management
systems and practices that meet the different needs
of its customers and markets.

These particularities are unified through the
Group's management culture that, regardless of
the tools and practice, sets forth unique principles
that seek to value and expand the potential for
reaching quality and excellence in all products
and services offered, aiming to keep Marfrig
Group's business at a sustainable growing level.

Thus, the Group included in its management the
Credit 360 tool, Gold Partner of the Carbon
Disclosure Project (CDP), which allows the
management of indicators in accordance with the
guidelines of the Global Reporting Initiative and
the CDP, allowing for the constant gathering and
monitoring of the sustainability indicators as well
as of their continuous change.

Furthermore, each division features management
systems aimed to implement on a daily basis the
policies and commitments, which are lined up
with the global certifications and standards of

food quality and safety.

In order to learn about the certifications
to which the Group's management
systems are subject, refer to the sub-

chapter called "quality subject to
external standards and regulations",
described on page 58.
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