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This alert compares the language used in the company’s latest filing with the period before. 
Research suggests changes in language, particularly in the risk factor section, is a powerful 
indicator of future performance. Companies that change filing language, according to research, 
underperform those that don’t by 30-50 basis points per month for the following year. 

Three Year Average Production Costs Rises 
Investors are often asked to look at SAFM’s costs over a longer time horizon as market price for 
its finished products and feed grains can fluctuate substantially, independent of one another, 
and exhibit cyclical characteristics. In the 2019 10-K, SAFM revealed: 
 

“Over the past three fiscal years, these other normal production costs have averaged 
approximately 59.8% of the Company’s total production costs.” 

 
In the 2020 10-K, SAFM discloses a new three year average: 
 

“Over the past three fiscal years, these other normal production costs have averaged 
approximately 61.3% of the Company’s total production costs.” 

 
Overall, SAFM’s cost of sales rose year-over-year despite not taking a live inventory adjustment 
as it has done the prior two years. 

Fixed Price Contracts Offer Little Protection 
Despite slashing the number of prepared chicken products it offers institutional customers to 
sixty this year, SAFM is becoming more dependent on chill-pack retail sized birds. In its 2020 
10-K, SAFM revealed that on11/23/20 its Hazlehurst, Mississippi plant reached its live weight 
reduction target (from big bird size) to a chill-pack retail size for the purpose of meeting shifting 
demand needs. 
 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1658471


Following customer adoption of a new pricing index (EMI)— which lawsuits argue is more 
detailed than its predecessor (which was susceptible to price collusion)— SAFM suggests it is 
less able to manage fluctuating input costs: 
 

“As new and renewing contracts have been negotiated, many of our chill-pack customers 
chose to negotiate flat prices for the life of the contracts, while some of our customers 
have chosen to use an index published by Express Markets, Inc. ("EMI").” 

 
 
 

https://www.locklaw.com/wp-content/uploads/2018/06/2018-01-31-Broilers-DPP-3rd-Amended-Consolidated-Complaint.pdf

