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{2) Includes amartization of capitelized financing costs of $1.8 million, $1.1 miltion, $3.3 million and $2.1 million recognized in the second quarter of 2009,
the second guarter of 2008, the first six months of 2009 and the first six months of 2008, respectively.

(b}Includes amortization of intangible assets of $2.5 million, $2.5 million, $5.1 miltion and $3,1 million recognized in the second qﬁarter of 2009, the
second quarter of 2008, the first six months of 2009 and the first six months of 2008, respectively. ’

(c) Excludes depreciation costs incurred by our discontinued turkey business of $0.3 million and $0.7 million during the three and six moaths ended March
29, 2008, respectively.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Bescription of the Company

LI <K, i

Pilgrim's Pride Corporation (referred to herein as “Pilgrim’s Pride,” “the Company,” “we,” “us,” “our,” or similar terms) is one the largest chicken
companies in the United States (YUS™), Mexico and Poerlo Rico, Our fresh chicken retail line is sold in the southeastern, central, southwestern and western
regions of the US, throughout Puerto Rico, and in the northermn and central regions of Mexico. Qur prepared chicken products meet the needs of some of the
largest customers in the food service industry across the US. Additionally, the Company exports commodity chicken products to 80 countries, As a
vertically integrated company, we control every phase of the production of cur products. We operate feed mills, hatcheries, processing plants and
distribution centers in 14 US states, Puerto Rico and Mexico. Piigrim’s Pride operates in two business segments—Chicken and Other Products.

Qur fresh chicken products consist of refrigerated (non—frozen) whole or cut—up chicken, either pre~marinated or non—marirated, and pre~packaged
chicken in various combinations of freshly refrigerated, whole chickens and chicken parts. Qur prepared chicken products inciude portion—controlled breast
fitlets, tenderioins and strips, delicatessen products, salads, formed nuggets and patties and bone—in chicken parts. These products are sold either
refrigerated or frozen and may be fully cooked, partially cocked or raw. In addition, these products are breaded or non—breaded and either pre~marinated or
non-marinated,

We operate on the basis of a 52/53—week fiscal year that ends on the Saturday closest to September 30. The reader should assume any reference we make to
a particular year {for example, 2009) in this report applies to our fiscal year and not the calendar year.

Executive Summary

The Company continued to face an extremely challenging business environment in the second quarter of 2009, We reported a net loss of $58.8 million, or
$0.79 per common share, for the quarter, which included a positive gross margin of $97.7 million, and a net loss of $287.5 million, or $3.88 per common
share, for the first six months of 2009, which included a positive gross margin of $14.8 miilion. As of March 28, 2009, the Company’s accumulated deficit
aggregated $604.1 million. During the first six months of 2009, the Company used $93.8 million of cash in operations. At March 28, 2009, we had cash and
cash equivalents totaling $45.0 miliion. In addition, the Company incurred reorganization costs of $35.4 million in the second guarter of 2009 and $48.6
millicn in the first six months of 2009, These costs included (i) financing fees associated with the Amended and Restated Post—Petition Credit Agreement
(the "DIP Credit Agreement”) among the Company, as berrower, the Subsidiaries, as guarantors, the DIP Agent, and the lenders party thereto, {ii)
professional fees charged for post—petition reorganization services and (iil) fecs related to the termination of the Company’s Amended and Restated
Receivables Purchase Agreement dated September 26, 2008, as amended (the “RPA™,
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Market prices for feed ingredients decreased in the first six months of 2009 after reaching unprecedented levels in the last half of 2008. Market prices for
feed ingredients remain volatile, however, and there can be no assutance that they will not increase materially. Pursuant to & covenant in the DIP Credit
Agreement, we agreed that we would not enter into any hedging arrangements or other derivative financial instruments without the prior written spproval of
lenders holding more than 50% of the commitments under the DIP Credit Agreement, except for commodity derivative instruments entered into at the
request or direction of a customer, and in any case, only with financial institutions in connection with bona fide activities in the ordinary course of business
and not for speculative purposes.

The following table compares the highest and lowest prices reached on nearby futures for one bushe! of corn and one ton of soybean meal during the past
four years, for each quarter in 2008 and for the second and first quarters of 2609

e Soybean Meal
Highest Lowest Highest Lowest

Price _ Price Price Price

2009: R R
Second Quarter, 326,00...8 264,80
First Quarter #-- 3020050 23700

“Fourth Quarter” ~ T 48580 s 12,00
. Third Quarter 5.58 . Co42790 30250

“‘Second Quarter 4.49 ¢ 38450 0 362.00

First Quarter L o 335 . 34130 25410

2007 : v T BT R T T 286,50 160.20

2006 ) . . 268 .. 18 ) 204,50 13580

2005 2.63 ) 1.91 23800 146.60

Market prices for chicken products have stabilized since the end of 2008 but remain below historic levels and have not yet improved sufficiently to offset
the costs of feed ingredients, Many producers within the industry, including Pilgrim’s Pride, cut production in 2008 in an effort to correct the general
oversupply of chicken in the US, and this has had and continues to have a positive effect on prices for chicken products. Despite these preduction cuts, there
can be no assurance that chicken prices will not decrease due to such factors as weakening demand for breast meat from food service providers and lower
prices for chicken feg quarters for the export market as a result of weakness in world economies and restrictive credit markets.
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We continue to review and evaluate various restructuring and other alternatives to streamline our operations, improve efficiencies and reduce costs, Such
initiatives may include selling assets, idling facilities, consolidating operations and functions, relocating or reducing production and voluntary and
inveluntary employee separation programs. Any such actions may tequire us to obtain the pre—approval of ovr lenders under our DIP Credit Agreement and
the Bankroptey Court. In addition, such actions will subject the Company to additional short~term costs, which may include facility shutdown costs, assct
impairment charges, lease commitment costs, employee retention and severance costs and other closing costs. Certain of these restructuring activities wiil
result in reduced capacities and sales volumes and may have a disproportionate impact on our income relative to the cost savings.

On January 27, 2009, the Bankruptcy Court approved the employment agreement between the Company and Don Jackson. Dr. Jackson now serves as the
Company's President and Chief Executive Officer and as a member of the Company’s Board of Directors. In connection with his appointment, on January
27, 2009, Dr. Jackson was granted an equity award of 3,085,656 shares of the Company's commen stock, which are subject to vesting requirements, and a
siga-on bonus of $3,000,000, which may be subject to repayment, each as provided in his empioyment agreement,

Chapter 11 Bankruptey Filings

On December 1, 2008 (the "Petition Date"), Pilgrim’s Pride Corporation and certain of its subsidiaries (collectively, the "Debtors") filed voluntary petitions
for reorganization under Chapter 11 of Title 11 of the United States Code (the "Bankruptey Code") in the United States Bankruptey Court for the Northern
District of Texas, Fort Worth Division (the "Bankruptcy Court™). The cases arc being jointly administered under Case No. 0845664, The Company’s
operations in Mexico and certain operations in the US were not included in the filing (the “Non—filing Subsidiaries”) and will continue to operate outside of
the Chapter 11 process.

Effective December |, 2008, the New York Stock Exchange delisted our common stock as a resalt of the Company's filing of its Chapter 11 petitions. Our
common stock is now quoted on the Pink Sheets Electronic Quotation Service under the ticker symbol "PGPDQ.PK."

The filing of the Chapter 11 petitions constituted an event of default under certain of cur debt obligations, and those debt obligations became automatically
and immediately due and payable, subject to an automatic stay of any action to colleet, assert, or recover a claim against the Company and the application of
applicable bankruptcy law. As a result, the accompanying Consolidated Balance Sheet as of September 27, 2008 includes reclassifications of
$1,872.1 million to reflect as current certain long—term debt under the Company’s credit facitities that, absent the stay, would have become automatically
and immediately due and payable. Because of the bankruptcy petition, most of the Company’s pre—petition long—term debt is included in liabilities subject
to compromise at March 28, 2009, The Company classifies pre-—-petition liabilities subject to comprommise as a long—term liability because management does
not believe the Company will use existing current assets or create additional current liabilities to fund these obligations.

43




Case 08-45664-dml11 Doc 3767-18 Filed 10/19/09 Entered 10/19/09 10:06:12 Desc
Exhibit D part 7 Page 5 of 20

Ingdon
Pilgrim’s Pride Corporation
March 28, 2008

Chapter 11 Process

The Debtors are currently operating as "debtors—in—possession” under the jurisdiction of the Bankruptcy Court and in accordance with the applicable
provisions of the Bankruptey Code and orders of the Bankruptey Court. In general, as debtors~in—possession, we are authorized under Chapter 11 to
continue to operate as an ongoing business, but may not engage in transactions cutside the ordinary course of business without the prior approval of the
Bankruptcy Coutt.

On December 2, 2008, the Bankruptcy Court granted interim approval authorizing the Company and certain of its subsidiaries consisting of PPC
Transportation Company, PF$ Disaibution Company, PPC Marketing, Ltd., and Pilgrim's Pride Corporation of West Virginia, Inc. (collectively, the "US
Subsidiaries”), and To—Ricos, Ltd. and To—Ricos Distribution, Ltd. (collectively with the US Subsidiaries, the "Subsidiaries") to enter into a Post~Petition
Credit Agresment {the “Initial DIP Credit Agreement™ among the Company, as borrower, the US Subsidiarles, as guarantors, Bank of Montreal, as agent,
and the lenders party thereto, On December 2, 2008, the Company, the US Subsidiaries and the other parties entered into the Initial DIP Credit Agreement,
subject to finai approval of the Bankruptey Court. On December 30, 2008, the Bankruptey Court granted final approval authorizing the Company and the
Subsidiaries to enter into the DIP Credit Agreement dated December 31, 2008,

The DIP Credit Agreement provides for an aggregate commitment of up to $450 million, which permits borrowings on a revolving basis. The commitment
includes a $25 million sub~limit for swingline loans and a $20 million sub—limit for standby letéers of credit. Quistanding borrowings vader the DIP Credit
Agreement will bear interest at a per annum rate equal to 8,0% plus the greatest of (i) the prime rate as cstablished by the DIP Agent from time to time,
(it} the average federal funds rate plus 0.5%, or (iii} the LIBOR rate plus 1.0%, payabie monthly. The weighted average interest rate for the three and six
months ended March 28, 2009 was 11.25% and 11.47%, respectively. The loans under the Initial DIP Credit Agreement were used to repurchase all
receivables sold under the Company's RPA. Loans under the DIP Credit Agreement may be used to fund the working capital requirements of the Company
and its subsidiaries according to a budget as approved by the required lenders under the DIP Credit Agreement. For additional information on the RPA, see
“Liguidity and Capital Resources." ‘ ’

Actnal berrowings by the Company under the DIP Credit Agreement are subject to a borrowing base, which is a formula based on certain eligible inventory
and eligible receivables. The borrowing base formula is reduced by (i) pre—petition obligations under the Fourth Amended and Restated Secured Credit
Agreement dated as of February 8, 2007, among the Company and certain of ils subsidiaries, Bank of Montreal, as administrative agent, and the lenders
partics thereto, as amended, (i) administrative and professional expenses incurred in connection with the bankruptcy proceedings, and (i) the amount owed
by the Company and the Subsidiaries to any petson on account of the purchase price of agricultural products or services (including pounliry and livestock) if
that person is entitied to any grower's or producer's lien or other security arrangement. The borrowing base is also limited to 2.22 times the formula amount
of total eligible receivabies. The DIP Credit Agreement provides that the Company may not incur capital expenditures in excess of $130 million. The
Company must also meet minimum monthly levels of EBITDAR. Under the DiP Credit Agreement, "EBITDAR" means, generally, net income before
interest, taxes,
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depreciation, amortization, writedowns of goodwill and other intangibles, asset impairment charges and other specified costs, charges, losses and gains. The
DIP Credit Agreement also provides for certain other covenants, various representations and warranties, and events of default that are customary for
transactions of this nature. As of March 28, 2009, the applicable borrowing base was $335.8 miltion and the amount available for borrowings under the DIP
Credit Agreement was $246.0 million. As of May 6, 2009, the applicable borrowing base was $365.7 million, the amount available for borrowings under the
DIP Credit Agreement was $322.7 millien and outstanding borrowings under the DIP Credit Agreement totaled $43.0 million.

The principal amount of outstanding loans under the DIP Credit Agreement, together with accrued and unpaid interest thereon, are payable in fuil at
maturity on December 1, 2009, subject to extension for an additional six months with the approvat of all lenders thereunder. All obligations under the DIP
Credit Agreement are uncenditionaliy guaranteed by the Subsidiaries and are secured by a first priority priming Hen on substantially all of the assets of the
Company and the Subsidiaries, subject io specified permitted Hens in the DIP Credit Agreement.

The DIP Credit Agreement allows the Company 'to provide advances to the Non—filing Subsidiaries of up to approximately $25 million at any time
outstanding. Management believes that ail of the Non—filing Subsidiaries, including the Company’s Mexican subsidiaries, will be able to operate within this
limitation.

For additional information on the DIP Credit Agreement, see "Liquidity and Capital Resources.™

The Bankruptcy Court has appraved payment of certain of the Debtors’ pre~petition obligations, including, among other things, employee wages, salaries
and benefits, and the Bankruptcy Court has approved the Company's payment of vendors and other providers in the ordinary course for goods and services
ordered pre—petition but received from and after the Petition Date and other business—related payments necessary to maintain the operation of our
businesses. The Debtors have retained, subject to Bankruptcy Court approval, lega! and financial professionals to advise the Debtors on the bankruptey
proceedings and certain other "ordinary course" professionals. From time to time, the Debtors may seek Bankruptey Court approval for the retention of
additional professionals.
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Shortly after the Petition Date, the Debtors began notifying ali known curent or potential ereditors of the Chapter 11 filing. Subject to certain exceptions
under the Bankruptey Code, the Debtors” Chapter 11 filing sutomatically enjoined, or stayed, the continbation of any judicial or administrative proceedings
or other actions against the Debtors or their property to recover on, collect or secure a claim arising prior to the Petition Date. Thus, for example, most
creditor actions to obtain possession of property from the Debtors, or to create, perfect or enforce any lien against the property of the Debtors, or to collect
on monies owed or otherwise exercise rights or remedies with respect o a pre~petition claim are enjoined unless and until the Bankruptcy Court lifts the
automatic stay. Vendors are being paid for goods furnished and services provided after the Petition Date in the ordinary course of business,

As required by the Bankruptey Code, the United States Trustee for the Northern District of Texas {the "US Trustee™ appointed an official committee of
unsecured creditors (the "Creditors’ Committee™). The Creditors’ Committee and its legal representatives have a right to be heard on all matters that come
before the Baukruptey Court with respect to the Debtors. In addition, on Aprii 30, 2009, the Bankruptcy Court ordered the US Trustee to appoint an official
committee of equity holders (the "Equity Committes") to represent the interests of Pilgrim's Pride’s equity holders in the Debtors' bankruptey cases. There
can be no assurance that the Creditors” Committee or the Equity Cormnittee will support the Debtors” positions on matters to be presented to the Bankruptey
Court in the future or on any plan of reorganization, once proposed. Disagreements between the Debtors and the Creditors” Committee or the Equity
Committee could protract the Chapter 11 proceedings, negatively impact the Debtors’ ability to operate and delay the Debtors” emergence from the Chapter
11 proceedings.

Under Section 365 and other relevant sections of the Bankruptéy Code, we may assume, assume and assign, or reject certain executory contracts and
unexpired leases, including, without limitation, leases of real property and equipment, subject to the approval of the Bankruptcy Court and certain other
conditions. Any deseription of an executory contract or unexpired lease in this report, including where applicable our express termination rights or a
quantification of our obligations, must be read in conjunction with, and is qualified by, any overriding rejection rights we have under Section 365 of the
Bankrupicy Code.

in order to successfully exit Chapter 11, the Debtors will need to propose and obtain confirmation by the Bankruptey Court of a plan of reorganization that

satisfies the requirements of the Bankruptcy Code. A plan of reorganization would, among other things, resolve the Debtors’ pre—petition obligations, set
forth the revised capital structure of the newly reorganized entity and provide for corporate governance subsequent to exit from bankruptey,
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On March 26, 2009, the Bankruptcy Court issued an order extending the period during which the Debtors have the exclusive right to file a plan of
reorganizatiott. Pursuant to this order, the Debtors have the exclusive right, through September 30, 2009, to file a plan for reorganization, and if we file a
plar by that date, we will have until November 30, 2009 to obtain the necessary acceptances of our plan. We may file one or more motions to request further
extensions of these time periods, If the Debtors’ exclusivity period lapses, any patty in interest would be able to file a plan of reorganization for any of the
Debtors, In addition to being voted on by holders of impaired claims and equity interests, a plan of reorganization must satisfy certain requirements of the
Bankruptcy Code and must be approved, or confirmed, by the Bankreptoy Court in order to become effective,

The timing of filing a plan of reorganization by us wilt depend on the timing and outcome of numerous other ongoing matters in the Chapter 11
proceedings. There can be no assurance at this time that a plan of reorganization will be confirmed by the Bankruptey Court or that any such ptan will be
implemented successfully. .

We have incurred and will continue to incur significant costs associated with our reorganization. The amount of these costs, which are being expensed as
incurred commencing in November 2008, are expected to significantly affect our results of operations,

Under the priority scheme established by the Bankruptey Code, unless creditors agree otherwise, pre—petition Habilities and post—petition liabilities must
generally be satisfied in full before stockholders are entitled to receive any distribution or retain any property under a plan of reorganization. The ultimate
recovery to creditors and/or stockholders, if any, will not be determined until confirmation of a plan or plans of reorganization. No assurance can be given
as to what values, if any, will be ascribed in the Chapter 11 cases to each of these constituencies or what types or amousts of distributions, if any, they
would receive, A plan of reorganization couid result in holders of our Habilities and/or securities, including cur common stock, receiving no distribution on
account of their interests and cancellation of their holdings. Because of such possibilities, the value of cur labilities and securities, including our common
stock, is highly speculative. Appropriate caution should be exercised with respect to existing and future investments in any of the liabilities and/cr securities
of the Debtors. At this time thers is no assurance we wiil be able to restructure as a going concern or successfully propose or implement a plan of
reorganization.
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On February 11, 2009, the Bankmuptey Court issued an order granting the Company's motion to impose certain restrictions on trading in shares of the
Company's comumon stock in order to preserve valuable tax attributes, This order established notification procedures and certain restrictions on transfers of
common stock or options to purchase the common stock of the Company. The trading restrictions apply retroactively to January 17, 2009, the date the
motion was filed, to investors beneficially owning at least 4.75% of the outstanding shares of common stock of Pilgrim's Pride Corporation, For these
purposes, benéficial ownership of stock is determined in accordance with special US tax rules that, among other things, apply constructive ownership
concepts and treat holders acting together as a single holder, In addition, in the future, the Company may request that the Bankruptey Court impose certain
trading restrictions on certain debt of, and claims against, the Company.

Going Concern Matters

The accompanying Consolidated Financial Statements have been prepared assuming that the Company will continue as a going conecern. However, there is
substantial doubt about the Company’s ability to continue as a going concern based on the factors previously discussed. The Consolidated Financial
Statements do not include any adjustments refated to the recoverability and classification of recorded assets or the amounts and classification of Habilities or
any other adjustments that might be necessary should the Company be unable to continue as a going concern. The Company’s ability to continue as a going
concemn is dependent upon, among other things, the ability of the Company to return to historic levels of profitability and, in the near term, restructure its
obligations in 2 manner that allows it to obtain confirmation of & plan of reorganization by the Bankruptcy Court.

Management is addressing the Company’s ability to return to profitability by conducting profitability reviews at certain facilities in an effort to reduce
inefficiencies and manufacturing costs. In April 2009, the Company reduced headcount by approximately 115 non—production empioyees and announced
the upcoming closure of a processing complex in Daltor, Georgia that will reduce headcount by approximately 280 production empioyees. During the
second quarter of 2009, the Company (1) announced the upcoming closures of processing complexes in Douglas, Georgia; El Dorado, Arkansas;
Farmerviile, Louisiana and Franconia, Pennsylvania, {2) closed a distribution center in Houston, Texas and (3) reduced or consolidated production at
various facilities throughout the US, These actions will ultimately result in a headcount reduction of approximately 4,450 production employees. During the
first quarter of 2009, the Company reduced headcount by approximately 265 non—production employees and announced an upcoming reduction in
production at its processing complex in Live Qak, Florida that will result in a headcount reduction of approximately 220 production employees, Puring
2008, the Company closed processing complexes in Bossier City, Louisiana and Clinton, Arkansas and reduced production at its operating complex in El
Dorado, Arkansas. These actions resulted in a headeount reduction of approximately 2,300 production employees.
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On November 7, 2008, the Board of Directors appointed a Chief Restructuring Officer (“CRO™} for the Company. The appointment of a CRO was a
requirement included in the waivers received from the Company’s lenders on October 27, 2008, The CRO assists the Company with cost reduction
initiatives, restructuring plans development and long—term liquidity improvement. The CRO reports to the Board of Directors of the Company.

In order to emerge from bankruptey, the Company will need o obtain alternative financing to replace the DIP Credit Agreement and to satisfy the secured
claims of its pre~bankruptcy creditors.
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Subsequent to the sale of our turkey operations, we operate in two reportable business segments as (1) a preducer and seller of chicken products and (2) a
selier of other products. The following table presents certain information regarding our segments:

Net sales to customers:
Chicken:
United States
Mexico

25 otal chicken L

“HOther Products:
Usited States
Mexico

7 5 Total othér produets.™.

Operating income (loss):
Chicken: S
United States
i Mexicos

-Total thicken
Othet products: 7
United States
aMexico i
Total ofher products

Asset imipairment
Restructuring items, net

Depreciation and- amortization @B

Chicken:
United States
Mexico

Total chicken
Other products:

United States
- Mexico

Tota) other products

50

Three Wonths Endéd w1 5 gk Months Ended
March 28, March 29, March 28, March 29,
2009 _ 2008 2609 2008
B ' (In thousands) - N
$ 1476202 §  1,722.967 .5 3,063,257 § 3,451,109
109,066 C127312 24517 3ARA10
15857358 T I1R80.979 3308374 3699419
105583 . 243907 250367 434,296
SRR gEL 1 6808 16352 UL 14432
112744 00 050,518 U 66710, 44828
ETEgR 100 LB 21007104 § 3575003 8101148 147
10929 S (156,562) $. (167,707) $  (175656)
1.804 (3.720) 3,854 - (7.812)
92733 L (160.282) | - {163,853) . {183 .468)
L4739 33464 4174 56235
L L8sT i gse 3730 1965
e ey s a0 TN g 58200
R 2002y R (12,002)
435 (5.669) ____ (1,987) (5.669)
20280 S (436200 §__ (151934 & {142.059)
54349 § 53,875 % 107,958°$ 104,332
2387 2618 4824 5,244
56,736 56493 112,782 109,576
3,722 3,501 7,776 5,900
55 63 113 125
3T 3566 78 6025
60513 & 60057 § 20870 $o 115,60
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(=) Includes amortization of capitalized financing costs of $1.8 million, $1.1 million, $3.3 million and $2.1 million recognized in the
second quarter of 2009, the second quarter of 2008, the first six months of 2009 and the first six months of 2008, respectively.

{b) Includes amortization of intangibie assets of $2.5 million, $2.5 million, $5.1 million and 35.1 million recognized in the second
quarier of 2009, the second quarter of 2008, the first six months of 2009 and the first six months of 2008, respectively.

{c) Excludes depreciation costs incurred by our discontinued turkey business of $0.3 miilion and $0.7 million during the three and six

months ended March 29, 2008, respectively.

The following table presents certain items as a percentage of net sales for the perjods indicated:

L perbingase ot Net Sales

- Th_rg:e Months Ended

Six Months Endcd

farch

29, -

" March 28;

2009

“March 29,
42008 :

Netsales™ e e 100.0%
Cost of satcs . ] . e e 94.2%

Assef impainnent R R S %% N
Gross profit (loss) : L L 58%. .
Selling, general and ddministrative (“SG&A™) expenses e S 4 6% R
Restructuring charges, net . —%. .
Operating income (loss) ' C1.2%

[nterest expense. . o ) . L 2.7%
Reorganization items el R 2.1% PR
Loss.from continuing operations before income taxes ... . . (33 % ..
Loss from continuing operations : R ” ShT (35) %

Net loss (3.5} %

51

100,0% "
1011%

4N %
“4.9%
0.2%

(6.8) %

1.6%

e _.%
- 8H) %

{533 %

EE100.0%
L 99.6%

04%

4.8%
—%
(4.4) %
24%

s A%
. (8.0) %

(81 %

(8.0} %

SUE100.0% S
98.0% ..
03%

1.7%

5.0%
%
3.4y %
1.5%
R, A
(4.9.% %
(35)%
(3.5 %
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Resuits of Operations
Second Quarter 2009 Compared to Second Quarter 2008

Net sales. Net sales for the secoad quarter of 2009 decreased $402.7 miltion, or 19.2%, from the second quarter of 2008, The following table provides net
sales information: .

. kS 2 Change from Second Quarter 2008 " ..

Source . Quarter 2000 . QY 1. L1 ) Percent

e e T ~*+(in thousands, except percent data) )
Chicken; . . e - ) : - i s
United States B $ 1,476,292 $ (246,675) S {143 % {ay

Mixico . 105,066 (18246 (43% )

Totat chicken 1585358 (264921) . (M43)%

Other products: I . N ' -
United States . 05,58 CEETY %S
Mexico A L o 32 84% ..

Towlothorproduets . upga _____mmy o (50%
Total net sales o ‘ S leosle & (402602)  (192%

{a) US chicken sales generated in the second quarter of 2009 decreased 14.3% from US chicken sales generated in the second guarter of 2008, Sales volume
decreased 14.6% primarily because of previcusly announced production cutbacks, Net revenue per pound sold increased 0.3% from the prior year
primarily because of increased sales prices on a majority of product lines.

{b)Mexico chicken sales generated in the second quarter of 2009 decreased 14.3% from Mexico chicken sales generated in the second quarter of 2008, Sales
volume decreased 12.5% from the prior year and net revenue per pound sold decreased 2.1% from the prior year primarily because of decreased sales of
live chicken.

() US sales of other products generated in the second quarter of 2009 decreased 56.7% from US sales of other products generated in the second quarter of
2008 mainiy as the result of reduced sakes volumes on commercial eggs and protein conversion products partially offset by increased sales prices on
protein conversion products. The decrease in protein conversion products sales volumes resulted primarily from the ongoing Impact of a fire suffered by
one of Company’s protein conversion facilities in late 2008. Protein conversion is the process of converting poultry byproducts into raw materials for
grease, animal feed, biodiese! and feed-stock for the chemical industry.
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Gross profit (Joss). Gross profit (loss) resuits increased by $133.1 million, or 376.0%, from gross loss of $35.4 million incurred in the second quarter of
2008 to gross profit of $97.7 million incurred in the second quarter of 2009, The following table provides gross profit (loss) information.

L CChamas om0 R paeni o Net Sales B
~ Second _____ Sccond Quartor 2608 Second Second
Components 2008 ] Amount Pergent B 2009 L 2008
Lo IR {In thousands, except percent data) R ¥
Netsales = $ LE9%I02 5 (402,692) (A9.2)% < 3000% 0 I00.0%
Costofsales . L 1,600,378 . {S23795) .. (ATH% L94% 101,1%  (a) .
Assetimpairment = 5h . R L et () B 02 “{100.0) % Caied im0 LI08% A h)
Gross profit: = el gmemd g sl gaadas U ity yggen o T e s g0 D% (&)
{a) Cost of sales incurred by the US operations during the second guarter of 2009 decreased $492.2 million from cost of sales incurred

by the US operations during the second quarter of 2008. This decrease ocourred because of production cutbacks, decreased feed
ingredient purchases and decreased feed ingredient prices during the quarter. Cost of sales incurred by the Mexico operations during
the second quarter of 2009 decreased $31.6 million from cost of sales incurred by the Mexico operations during the second quarter
of 2008 ptimarily because of decreased net sales and decreased feed ingredient costs,

(b} ‘The Company incurred charges totaling $12.0 milifon, composed of inventory and property, plant and equipment impairment costs,
related to restructuring actions taken in the second quarter of 2008,

(©) Gross profit as a percent of net sales generated in the second quarter of 2009 increased 7.5 percentage points from gross profitas a
percent of sales generated in the second quarter of 2008 primarily because of production cutbacks and decreased feed ingredient
costs during the quarter.

Operating income (loss). Operating income (foss) results increased by $163.9 mittion, or 114,1%, from an operating loss of $143.6 million generated for the
second quarter of 2008 to operating income of $20.3 million incurred in the second quarter of 2009. The following tables provide operating income (loss)
informaticn.

Seéfmd.. .

Souree e Y narer 2000, T Amount 7 Percent
_ _ . _ e (In thousands, except percent data)
Chickeni - e R Lo R : R ; T oo
United States o _ o 3 10929 § . 167451 . . 107.0%
Mexico = - ’ - PR e T LU 11,804 L35 534 e e 41T 3%
*“Total chicken. - o ' 22733 a830ls T 1142%
Other products: = ' S AT e RIS
.. United States . S : w839 (38,203) (114.2)%
T Mexigo 5 : S o BRIy .58 R LG71 110.3%
Total sther products © * S o LR a8yt (3723 0 (1084)%
Asset impairment B S e e e T —_— Co12022 007 100.0%
Restructuring items, net e e 433 6104 ... M0TT%
Total operating loss 3 20280 % 163,509 114.1%
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Income taxes. The Company recorded income tax expense of $2.3 million for the three months ended March 28, 2009, compared to an income tax benefit
of $64.3 million for the three months ended March 29, 2008, The income tax benefit decreased over prior year as a result of the Company's decision to
record a valuation allowance against net deferred fax assets, including net operating losses and credit carryforwards, in the US and Mexico.

Lass from operation of discontinued business. The Comparny generated income from the operation of its discontinued turkey business of $40,000 (525,000,
net of tax) in the second quarter of 2009 compared to a Joss of $1.4 million ($0.8 miltion, net of tax) in the second quarter of 2008. Net sales generated by
the discontinued turkey business in the second guarter of 2008 were $16.2 million. There were no net sales generated by the discontinued turkey business in
the second quarter of 2009,

Gain on disposal of discontinued business. In March 2008, the Conpany sold certain assets of its discontinued turkey business and recognized a gain of
$1.5 million ($0.9 million, net of tax).

First Six Months of 2009 Compared to First Six Months of 2008

Net sales. Net sales for the first six months of 2009 decreased $573.1 million, or 13.8%, from the first six months of 2008. The following table provides net
sales information:

" Change from First Six Months
2008

Source ‘ 2009 ‘ ) Amount ~__ Percent
R ISR : ' “{inhousands, except percent data) *A IR
Chicken: ) - e S . e e e
United States R T DRTg s 063ms7 gt i Ee es) (FE2 % “i(a)
Mexico o _ _ 245117 (3193} A% (b
Total chicken - o 3308374 IS (0%
Other products: o . . ._ N . s N
United States : : ' SRR 250,367 T 183,929y A% Q)
Moxico o e 1 S X 5) B
Totl otherproducts 266719 (%2009 (406)%

Total net sales . S B asee S0 (39%

{2)US chicken sales generated in the first six months of 2009 decreased §1.2% from US chicken sales generated in the first six months of 2008. Sales
volurne decreased 12.6% primarily because of previously announced production cutbacks. Net revenue per pound sold increased 1.5% from the prier
year primarily because of increased sales prices on a majority of product Hnes.

{b)Mexico chicken sales generated in the first six months of 2009 decreased 1,3% from Mexico chicken sales generated in the first six months of 2008,
Sales volume increased 3.0% from the prior year and net revenue per pound sold decreased 4.1% from the prior year primarily because of increased sales
of live chicken.

(¢)US sales of other products generated in the first six months of 2069 decreased 42.4% from US sales of other products generated in the first six months of
2008 mainly as the result of reduced sales volumes on commercial eggs and protein conversion products partially offset by increased sales prices on
protein conversion products. The decrease in protein conversion products sales volumes resulted primarily from the ongoing impact of 2 fire suffered by
one of Company’s protein conversion facilities in late 2008. Protein conversion is the process of converting poultry byproducts into raw mraterials for
grease, animal feed, biodiesel and feed—stock for the chemical industry.
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Gross profit {loss), Gross profit decreased by $54.9 millicn, or 78.7%, from $69.7 million in the first six moenths of 2008 to $14.8 million in the first six
months of 2009, The following table provides gross profit (loss) information.

R : Sy Pércent of Net Sales
) Change from - First ] First
First Six : .- First §ix Months 2008 : Lo aBix T BiRE

_ Months R o Months o Months
Components: - : 2009 o T ieecAmonnt  EPeregg sy L i g009 o et GROR A

e _ o .. (n thousangﬁs,_e;;c_cp;pf_;r(_:(_en_t_.é_a_ta} e T
Netsales o $ 3575003 8 (573050 . (13®)% . 1000% . 1000%.
Cost of sales : B f0 3,560,247 (506,176) {124)% TR0 e 08 0% (a)
Asset impairment = (12.022) (1000)% =t 0% )
Gross profit loss) S 14886 5 (4850 . (BD% e Q% o LT% ()

{a)Cost of sales incurred by the US operations during the first six months of 2009 decreased $493.6 million from cost of sales incurred by the US operations
during the first six months of 2008. This decrease eccurred because of production cutbacks, decreased feed ingredient purchases and decreased feed
ingredient prices during the first six months of 2009 offset by an aggregate net loss of $21.4 million which the Company recognized during the first
gquarter of 2009 on derivative financial instruments executed in previous quarters to manage its exposure to changes in cors and soybean meal prices. The
Company recognized an aggregate net gain of $13.2 million during the first six months of 2008 on derivative financial instruments, Cost of sales
incurred by the Mexico operations during the first six months of 2009 increased $12.6 miliion from cost of sates incurred by the Mexicoe operations
during the first six months of 2008 primarily because increased feed ingredient costs,

(byThe Company incurred charges totaling $12.0 million, composed of inventory and property, plant and equipment impairment costs, related to
restructuring actions taken in the first six months of 2008,

) Gross profil as a percent of net sales generated in the first six months of 2009 decreased 1.3 percentage points from gross profit as a percent of sales
proi peret generaled ) 1P © P .
generated in the first six months of 2008 primarily because of the net loss recognized on derivative financiat instruments during the first quarter of 2009,
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Opsrating income (loss). Operating loss incurred increased $15,0 miltion, or 10.5%, from $142.9 million for the first six menths of 2008 to $157.9 million
for the first six months of 2009. The following tables provide operating income (loss) information:

© U Change from First Six Months 7
2008

L U First Six
ERE E O A : Months :
Source _ 2009 ___Amount Percent -
: SR TR I HELT (T thousands, except percent'data) e
Chicken: . . e
United States - (167,707 3% 7,949 . 4.5%
Mexico 3.854 §1,66_6_ 149.3%
“Total chicken (163.853) 19615 10.7%
Other.prpducts: e e o
United States g 174 ©52,061) e (92.6) %
_ Mexico 332 1,767 89.9%
_ To_tai. other products. 7.906 (50294 (864)%
Assetimpaimment o 12022 100.0%
Restructufing items, net “- = GEEREELORTY A e T 3,682 64.9% -
" Total operating Joss CElgetoisygasy g 1A075) TH10.5) %
i = Lol Pejcent of Net Sales
TR ~....Chengefrom .. ... ... .  First, Fiest
First Six = " First Six:-Months 2008 &m0 Six T SBix
SO Months . . . .. e s Months Months
Components "~ 2009 Amountrs sl Pereentt e - 2009 2008
L . ‘ {In thousands, except percent data) . R
Gross profit _ S 14846 8 (54,856) 8D L 04% L%
SG&A expenses L SUUHT0793 N (36,199) S (n.sg% L e g 50%. ()"
Restructuring items,net 1,987 k3, 082) (64.9) % =% 0.1% (&)
Opetating loss § (157934) §o_ (4979  (05)% GD% o (D% ()

() SG&A cxpenses incurred by the US operations during the first six months of 2009 decreased 17.6% from SG&A expenses incurred by the US operations
during the first six months of 2008 primarily because of reductions in empioyee compensation and related benefit costs resuiting from restructuring
actions taken in 2608 and 2009,

(1) The Company incurred charges totaling $2.0 million, composed primarily of severance costs, related to restructuring actions taken in the first six months
of 2008 partiatly offset by the elimination of accrued severance costs in excess of actual severance costs incurred for several of the 2008 restructuring
actions during the second quarter of 2009, the assumption of the Duluth, Georgia lease obligation by an cutside party during the second quarter of 2009
and the elimination of accrued other restructuring costs in excess of actual other restructuring costs incurred for several of the 2008 restructuring actions
during the second quarter of 2009, The Company incurred charges totaling $5.7 mitlion, composed of severance and facility shutdown costs, refated to
restructuring actions taken in the first six months of 2008.

(c) Opetating loss as 2 percent of net sales generated in the first six months of 2009 increased 1.0 percentage point from operating loss as a percent of sales
generated in the first six months of 2008 primarily because of deteriorstion in gross profit performance and charges related to 2008 restructuring actions.

Interest expense. [nterest expense increased 34.8% to $86.0 miliion in the first six months of 2009 from §63.8 million in the first six months of 2008

primarily because of increased borrowings. As a percentage of sales, interest expense in the first six months of 2009 increased to 2.4% from 1.5% in the first
six months of 2008,
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Miscelizneous, net. Consolidated miscellaneous income decreased from $4.0 million in the first six months of 2008 o $3.2 million i the first six months of
2009 primarily because of unfavorable currency exchange results due to & decrease in the average exchange rate between the Mexican pese and the US
doliar during those two periods,

Reorganization iterss. The Company incurred reorganization costs of $48.6 million in the first six months of 2009. These costs included (1} financing fees
assogiated with the DIP Credit Agreement; (2) professional fees charged for reorganization services; (3) severance, Hve fiock impairment and inventory
disposal costs related to the upcoming closuses of facilitics in Douglas, Georgia; El Dorado, Arkansas; Farmerville, Louisiana and Franconia, Perinsylvania,
(4) severance costs related to both the closed distribution center in Houston, Texas, the Operations management reduction—in—force action in February 2009
and reduced or consalidated production at various facilities throughout the US and (5) fees related to the termination of the RPA.,

Ingome taxes. The Company recorded income tax expense of $2.6 million for the six months ended March 28, 2009, compared to an income tax benefit of
$57.0 million for the six months ended March 29, 2008, The income tax benefit decreased over prior year as a result of the Company's decision to record a
valuation allowance against net deferred tax assets, including net operating losses and credit carryforwards, i the US and Mexico.

Loss from operation of discontinued business. The Company generated income from the operation of its discontinued turkey business of §1.0 million ($0.6
million, net of {ax) in the first six months of 2009 compared to a loss of $22,000 (513,000, net of tax) in the first six months of 2008. Net sales generated by
the discontinued turkey business in the first six months of 2009 and the frst six months of 2008 were $25.8 million and $56.0 miltion, respectively.

Gain on disposal of discontinued business. In March 2008, the Company sold certain assets of its discontinued turkey business and recognized a gain of
$1.5 miltion ($0.9 million, net of tax).
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Liguidity and Capital Resources

The foliowing table presents our available sources of liguidity as of March 28, 2009:

L T . S :Facility"' - S R monnt SRR RS R
Source of Liguidity _ —— Amount ] Outstanding Availsble o
Caé'hlar'ld ééﬁh.'equivaiéht's _.:.: S :-._: e . ERREE Yy I “-_:_;::.: .;: RRSORE L S 450 .....
Investments in available—for—sale securities R T IR o o 8.1
Debt facilities: ' : LR T R T T i DR R R RN o
. DIP Credit Agreement expiring 2009 o R 4500 . . . 898 . . . .. 2460 (a)b) .
Revolving credit facility expiring 2011 30,0 39:0 IR &

Actual berrowings by the Company under the DIP Credit Agreement are subject to a borrowing base, which is a formula based on certain eligible
(a)inventory and eligible receivables. The borrowing base at March 28, 2009 was $3335.8 miltion.

At May 6, 2009, total funds available for borrowing under the DIP Credit Agreement were $322.7 million and vutstanding borrowings under the DIP
(b)Credit Agreement totaled $43.0 miilion.

At March 28, 2009, the Company had $216.2 miilion outstanding under its revolving credit facitity expiring in 2013 and $1,126.4 million owtstanding under
its revolverfterm credit agreement expiring in 2016, At that time, the Company was party to outstanding standby letters of credit totaling $68.8 million. The
filing of the Chapter 11 petitions constituted an event of default under, among other of our debt obligations, the revolving credit facitity expiring in 2013
and the revolver/term credit agreement expiring in 2016, Outstanding obligations under these facilities became automaticaily and immediately due and
payable, subject 10 an autematic stay of any action to collect, assest, or recover a ¢laim against the Company and the application of applicable bankruptey
law. Funds are no longer available for borrowing under these two facilities,

Debt Obligations

As previously discussed, on December 1, 2008, the Debtors filed voluntary petitions in the Bankruptcy Court seeking reorganization relief under the
Bankruptey Code. The filing of the Chapter 11 petitions constituted an event of default under certain of cur debt obligations, and those debt obligations
became automatically and immediately due and payable, subjeet to an automatic stay of any action to collect, assert, or recover a claim against the Company
and the application of applicable bankruptcy law, As a resalt, the accompanying Consclidated Balance Sheet as of September 27, 2008 includes
reclassifications of $1,872.1 million to reflect as current certain long~term debt under the Company’s credit facilities that, absent the stay, would have
become automatically and immediately due and payable. Because of the bankruptey petition, most of the Company’s pre—petition long—term debt is
included in Liabilities subject to compromise at March 28, 2009, The Company classifies pre—petition liabilities subject to compromise as a long—term
liability because management does not believe the Company will use existing current assels or create additional current habilities to fund these obligations.
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On December 2, 2008, the Bankruptey Court granted interim approval authorizing the Company and the Subsidiaries to enter into the Initial DIP Credit
Agreement with the DIP Agent and the Jenders party thereto, On December 2, 2008, the Company, the US Subsidiaries and the other parties entered into the
initial DIP Credit Agreement, subject to final approval of the Bankruptoy Court, On December 30, 2008, the Bankruptey Court granted final approval
autherizing the Company and the Subsidiaries to enter inte the DIP Credit Agreement dated December 31, 2008 among the Company, as borrower, the
Subsidiaries, as guarantors, the DIP Agent, and the lenders party thereto.

‘The IHP Credit Agtesment provides for an aggregate commitment of up to $450 miliion, which permits borrewings on a revolving basis. The commitment
includes a $25 million sub~limit for swingline loans and & 320 million sub—timit for standby letters of credit. Outstanding borrowings under the DIP Credit
Agreement will bear interest at a per anaum rate equal to 8.0% plus the greatest of (j) the prime rate as established by the DIP Agent from time to time,
(i) the average federal funds rate plus 0.5%, or {iif) the LIBOR rate plus 1.0%, payable monthly. The weighted average interest rate for the three and six
months ended March 28, 2009 was }1.25% and 171.47%, respectively. The loans under the Initial DIP Credit Agreement were used to repurchase all
receivables sold under the Company's RPA. Loan under the DIP Credit Agreement may be used to fund the working capital requirements of the Company
and its subsidiaries according to a budget as approved by the required lenders under the DIP Credit Agreement. For additional information on the RPA, see
“Off~Ralance Sheet Arrangements.”

Actual borrowings by the Company under the IYEP Credit Agreement are subject to a borrowing base, which is a formula based on certain eligible inventory
and eligible receivables. The borrowing base formula is reduced by (i) pre—petition obligations under the Fourth Amended and Restated Secured Credit
Agreentent dated as of February &, 2007, among the Company and certain of its subsidiaries, Bank of Montreal, as administrative agent, and the lenders
paties thereto, as amended, (i) sdministrative and professional expenses incurred in connection with the bankruptey proceedings, and (1) the amount owed
by the Company and the Subsidiaries to any person on account of the purchase price of agricuitural products or services (including poultry and livestock) if
that person is entitled to any prower's or producer's lien or other security arrangement. The borrowing base is also limited to 2,22 times the formula amoust
of total eligible receivabies. The DIF Credit Agreement provides that the Company may not incur capital expenditures in excess of 3150 million. The
Company must also meet minimum monthly levels of EBITDAR. Under the DiP Credit Agreement, "EBITDAR" means, gencrally, net income before
interest, taxes, depreciation, amortization, writedowns of goodwill and other intangibles, asset impairment charges and other specified costs, charges, losses
and gains, The DIP Credit Agreement also provides for certain other covenants, various representations and watranties, and events of default that are
custornary for transactions of this nature. As of March 28, 2009, the applicable borrowing base was $333.8 miltion and the amount available for borrowings
under the DIP Credit Agreement was $246.0 million. As of May 6, 2009, the applicable borrowing base was $365.7 million, the amount available for
borrowings under the DIP Credit Agreement was $322.7 miltion and outstanding borrowings under the DIP Credit Agreement totaled $43.0 miflion.
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