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The table on the left presents FSA projects initial area (ha), based on

the end of 2021, and the harvested area during each quarter of 2022,

resulting in the final standing area in the end of 2022.

The “Harvested Area” figures consider only stands that are fully

harvested. This is the final area position, used for all area-based fees

(G&A and Property maintenance).

Considering that FSA was not allowed to do any final harvests until

April, areas accumulated for the second half of the year, and many

stands were finalized in this last quarter.

Harvest Operations by Farm

Table: Area Changes – 2022

3



The graph below shows the 2022 budgeted areas (brown color) and areas where harvest operations, both thinnings and final harvest, have already

started (green color). Here, operations may still be ongoing, but may already contribute to the sales volume presented in the next slide

Harvest Operations by Farm
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In the 4Q operations were concentrated in the final harvest of Duas Lagoas

(DLG) and Paiolandia (PAI). In the first farm, we managed to harvest more

area than initially planned over the year to try to compensate the stop in of

final harvesting in the 1Q. In Paiolandia, which was expected to be finished by

year end, operations were delayed and will extend through the first quarter of

2023.

We finished the year, 19.7 K m³ below budget, with the main variations coming

from the 1st semester, when final harvest was stopped by the VTP case

injunction.

In the 4Q specifically, sales were below plan by 6 K m³, as the thinning that

was planned in STF and TST had already been performed earlier in the year.
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Sales Summary – Year end



Yields - Final Harvests

Table: Log sales final harvest, stands planned for 2022 budget
The tables show separately planned and non-planned sales in

2022. These tables show only stands where operations are fully

finished, so that the yields per hectare are comparable.

Planned

In DLG, considering the whole project, the YTD yields were 21%

below budgeted (69.1 m³/ha actual against 87.8 m³/ha budget).

Our estimates were done based on 2020 forest inventory, which

was the last available measurement at the time. However, new

data from pre-harvest inventory has shown that the trees grew

much less in this period. Also, a significant volume of defect

logs were left behind due fungal disease on the trees.

The final harvest started in July at PAI and until now only one

stand (004) were concluded. At the stand 004, the actual yields

are similar to the initial planned (107.0 m³/ha actual against

105.8 m³/ha budget).

Unplanned

As Bambu was postponed to 2023, we are operating on

unplanned stands in DLG to cover that and maintain FSA

expected production for the year.
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Table: Log sales final harvest, stands unplanned for 2022 budget

• Table = 2022 budget stands. Total values (volume, area and trees) planned and performed until end of 4Q 2022.

• DBH and BA are the latest measured data.

• Table = 2022 non budget stands. Total values (volume, area and trees) performed until end of 4Q 2022.



Yields - Thinning

The tables show separately 2022 planned and unplanned sales, including only

stands where operations are fully finished, so that the yields per hectare are

comparable.

Planned

Mutum (MUT) thinnings were concluded in the 2Q. Here, the systematic fifth row

removal performed in some stands and a significant proportion of diseased trees

resulted in a higher number of removed trees and volume than budgeted

(average of 12.9 vs 19.4 m³/ha).

The results in TST (24.8 m³/ha actual against 33.6 m³/ha budget) were lower

than budget. At this project, a significant number of defect logs were left behind

due fungal disease affecting overall yields. It is worth remembering that this

operation was delayed for some years due to litigation from the landowners.

In STF, we finished the thinning at the 3Q. Due to the injunction forbidding final

harvests a more intense thinning was performed to maintain FSA revenue

stream, which resulted in a higher number of removed trees and volume than

budgeted (37.8 against 7.7 m³/ha). Also, in some stands, the high number of

diseased trees increased the number of removed trees.

Unplanned

Apart from what was reported last quarter, operation on one unplanned stand in

TST was finalized (phyto thinning), following a court order to conduct an expert

opinion to the judicial litigation in place with the landowner.
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Table: Log sales thinning, 2022 FY volume vs Budget FY

• Table = 2022 budget stands. Total values (volume, area and trees) planned and performed until end of 4Q 2022.

• DBH and BA are the latest measured data.

Table: Log sales thinning, 2022 unplanned

• Table = 2022 non budget stands. Total values (volume, area and trees) performed until end of 4Q 2022.



Log Sales & Prices 

FSA sells to TRC at the roadside, based on the most recent Consufor

price survey at the moment of sale.

Overall, roadside prices had a decrease during 2022, compared to the

prices used in the preparation of this budget (~10% on average). Prices

for defective logs, such as chanelling or crooked, are given a discount on

their Consufor value (30%). That is the reason why the actual averages

on each girth classes are below Consufor prices in the graph on the next

slide.

It is important to state that the thicker one tree is, the higher the

incidence of channels in its bottom log. Hence, the higher differentiation

in price for thicker logs.

Roadside Prices Comparison 2022 YTD
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Log Sales & Prices 

Floresteca S.A (YTD) VS Consufor roadside prices (USD/M³)
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Market Update

India

In the 4Q 2022, Ecuador, Brazil and Ghana were the main teak suppliers to India, with 68% of total teak wood imported.

After a strong inflow from August to November, following the shift in logistic costs trend worldwide, the market is stabilizing. A reduction in arrivals and ground stocks was observed in

December for the main ports in India.

Supply in India is still highly dependent on sea freight rates from Teak origins across the globe. Panamá and Costa Rica season will reach their peak in late 1Q into 2Q, affecting the market

for better or for worse, depending on freight conditions. Colombia, Guatemala and Mexico will also play a role as well, although at smaller scale.

The Indian market was extremely important to keep the liquidity for FSA production in this last quarter of 2022, given the situation in the other Asian markets reported below.

China and Vietnam

These markets have been strongly affected by the global inflation and recession environment observed in the second semester of 2022. The outdoor furniture market suffered the most, with

some sawmills reporting drops of more than 70% in their inquiries.

Also, COVID situation in China, where restrictions started to be lifted across the country and resulted high infection rates, contributed to a very unstable market.

Global economic conditions seem to be improving and inflation in the main developed markets started to decelerate. Markets are expected to improve after the Chinese New Year, in the end

of January, but should normalize only later in 2023.
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Project Results to Date

Harvest report 2022 will be finalized and reported in the next quarterly report. 

Harvest Report Amounts Paid and Provisions (in USD): 
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Legal and Compliance Update

VTP – Floresteca S/A:

11/22/2022: FLORESTECA and VTP submit to the reporting judge the settlement of the case, whereby, among others, (i) VTP 

acknowledges the accuracy of the verdict and COURT OF APPEALS’s decision, final and unappealable, and expressly waives any appeal or 

cases in Brazil; (ii) VTP acknowledges that it is forbidden to file new cases in Brazil against the defendants, except for the ratification of the Dutch 

court decision, between the original parties; (iii) the lawyers for Floresteca and the other defendants waive the legal attorney fees.

11/24/2022: the settlement is ratified by the COURT OF APPEALS.

PARAISO, TERRA SANTA, AND BAMBU IV FARMS – OVERVIEW

The three farms have land use deals (“LUDs”, also “Usufruct Agreements”) with the same landowner, Mr. Antonio Frigieri Filho and his wife 

Jacqueline da Costa Marques Frigeiri. Under these LUD agreements, they own a specific part of the planted area in each farm. The precise terms 

and the percentage area differ in each agreement. They received some advance payments for the final harvest proceeds under the agreements 

that shall be deducted from the actual final proceeds. It bears stating that the likely amounts to be received by the Landowners for the 3 farms are 

at present less than the advance payments, or at least will largely reduce the net amounts payable to them.

• Paraiso – The judge of the claim released the deposited amounts and dismissed the case
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Legal and Compliance Update

• Terra Santa – No updates since the last report.

• Bambu IV:

02/10/2022: LHS presents to the judge of the claim the updated debts spreadsheet (BRL 328,882.44).

10/11/2022: LHS requests to the judge of the claim to freeze BRL 349.409,04 in Jaqueline da Costa Marques Frigieri’s bank account, and if there

is not enough money, to freeze Antonio Frigieri Filho’s bank account, in a value high enough to pays the debts.

10/19/2022: the judge of the claim proceeds with the accounts freezing.

11/09/2022: the Central Bank informs to the judge of the claim that 45,028.83 BRL were frozen in Jaqueline da Costa Marques Frigieri’s bank

account.

12/02/2022: the Central Bank informs to the judge of the claim that were frozen (i) more in 1,841.80 BRL in Jaqueline da Costa Marques Frigieri’s

bank account, and (ii) 305,962,23 BRL in Antonio Frigieri Filhos’s bank account. Actually, is frozen in FRIGIERI’s bank account the total value of

352,832,86
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Legal and Compliance Update

LUD claim on PAIOLANDIA FARM:

Overview – Rondon Empreendimentos Imobiliários Ltda (“Rondon”) is the landower of Paiolandia Farm and entered a land use with FSA. Rondon claims for 

the immediate payment of the debt by FSA, related to the timber of Paiolandia Farm.

12/12/2022: the reporting judge (i) denies Mr. Rondon’s request from exemption or reduction of court costs, and (ii) allows Mr. Rondon to pay the court cost 

(in the total amount of 88,000.00 BRL) in 6 installments. MR. RONDON’S FIRST APPEAL only will be ruled by the COURT OF APPEALS after payment of 

the first instalment by Mr. Rondon

Now a Rondon family lawsuit is in course, where Mr. Rondon Andrade Porto (partner of Rondon Empreendimentos Ltda) filed a case to remove the rightful 

Director of the company - Ms. Rebeca de Andrade Porto.
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Outlook on Upcoming Quarters

Overall conditions both related to market and logistics have been consistently improving, which is allowing the 1Q 2023 to run much better compared to 

2022. There are currently 4 harvesting crews (full TRC harvesting capacity) working on FSA farms simultaneously.

Currently, the ongoing court cases FSA is involved are not causing any operational constraints.

Cash availability is still a pressing issue in FSA and other debts will be needed to cover its operations for the year. All measures necessary to preserve cash 

are being considered.
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FSA Summary Financial Information
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Summary P&L
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Summary P&L YEE
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The overall FY Operational Result is negative USD 450 K versus USD 287 K

budgeted or an unfavorable variation of USD 736 K.

The main negative variation remains coming from the lower-than-budget

volume (19,714 m³), due to the injunction prohibiting the final cut during 1Q and

the logistics crisis.

This lower production and the postponement of land clearing to 2023 (as part of

the strategy to preserve cash) resulted in savings on COP cost by USD 1,4 M.

Sales (price/mix) presented a negative variation since Consufor price report

dropped by roughly 10% on average for this year.

The appreciation of BRL causes a negative impact on results, accounting for a

negative variation of USD 407 K. The budget fx rate was 5.50 and final year

average was 5.21.

The positive variation in the Land Use Deals of Barranquinho Farm (USD 278 K)

is due to a conceptual error on budget. As a land rent payment, it should affect

only the cash flow and shouldn’t have been included in the accrual P&L.

Property: overall savings on materials and burning licenses fee (due to

decreased land cleaning activities)

Operational Result vs Budget, Changes against Budget Amounts (USD, ‘000s)
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Cost of Production Summary - YEE

Unitary COP, considering only harvesting and associated activities, was 10% under

the budget. Good performance along the second semester of 2022, timber stock

coming from the end of 2021 to early 2022 (4,888 m3) and taxes contributed to

keep the expenses under budget.

Land clearing activities were held as much as possible, keeping total costs well

below budget. Unitary cost was lower because land clearing is composed of three

distinct activities with individual costs: stump removal, debris pilling and debris

burn. Most part of land clearing was debris removal and burn – cheaper than stump

removal.

Total costs (harvesting+land clearing) were 40% lower than budget. The primary

reasons for that were explained individually above.

Adjustment is the difference between the actual expenses incurred in the period

registered in our ERP system, composed of salaries, purchase of goods, services

or materials, compared to the estimated costs, via standard costs methodology, of

the resources used on each activity registered on our operational control system. In

this case the adjustment is negative, bringing total costs down.

This difference comes mainly from timing shifts between expenses/invoices and the

actual execution of activities in the field. But, in a minor scale, it can also be caused

by errors and omissions in the field appointments or misrepresentation of reality on

the standard cost methodology assumptions.

Harvesting Cost, per activity:
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Forestry costs were slightly over budget (+1.8%). Primary activities that 

contributed negatively were:

- firebreaks: all FSA farms firebreaks were maintained, but Terra Santa 

and Barranquinho presented 47% of the costs, once their firebreaks 

were not fully maintained in 2021;

- inventory: in order to improve future production estimates, decision 

was taken to measure all FSA assets. However, the budget was still 

considering only half of the assets.

- research: disease control, pruning, sprout control and debarking were 

tested in Santa Fé and Duas Lagoas forests. Debarking costs will be 

passed along to prices and recovered as revenues.

- Sprout control was carried out in younger forests of Mutum in 

replacement of some pruning and weed control. 

Pest control, pruning, road maintenance and weed control practically 

offset the over expenses observed in above activities.

Adjustment: see previous slide for explanation

Silvicultural Operations Summary - YEE

Forestry Operations YEE
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General & Administrative Expenses

G&A own expenses include direct FSA costs, such as the remuneration of the

administrators and financial statements audit, among others. In this year, the

negative variance of USD 233 K is due to VTP case, part of the payments to

the lawyers for Floresteca occurred in November and December.

The positive variance on G&A Fee TRC (According to the Management

Services Agreement between Floresteca S/A and TRC) was related to not

invoicing Flat Fee in January and February. As agreed between involved parties

(TRC and FSA), this is to offset an overcharge that was done in the past

because of the wrong application of the inflation index to the contracted fee.

G&A / Overhead Summary YEE
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Cash Summary - YEE

Actual and Budget Cash Flow
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The operational cash generation for 2022 was negative in USD 389 K versus a

positive estimate of USD 1.4 M budgeted, a variation of nearly -USD 1.8M.

The main drivers are the lower sales revenues due to VTP injunction, logistic

constraints in container shipping between Brazil and India and the decrease in

Consufor prices over the year.

Other Sales is related to the revenue from the first installment of the sale of Capim

Branco Farm. There is still one more payment of BRL 2.7 M to be received in 2023.

As explained on the P&L Slide, the harvesting costs presented saving due to the

lower volume harvested and lower land clearing costs.

Other Operational Expenses are higher due to land use deal payments for

Barranquinho farm. In this year for preserve cash, the annual payment was divided

in nine installments, that compounded interests.

As for G&A own expenses, apart from the taxes from the incorporation of Buriti

(reported in previous quarters), the change in FSA directors brought extra costs to

dismiss the previous director, that had a long employment history with FSA.

As agreed, and approved by FBV, during the second semester there were loans 

totaling by BRL 11 M to support operations. 

VTP costs came to cover the success fees after the final ruling of the case. Another 

USD 200 K are still to be paid in 2023.



Appendix - Financial Tables
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FSA Balance Sheet



Cash Summary - YEE

YEE and Budget Cash Flow BRL
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Thank You!
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