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Washington, D.C. 20549

FORM 10-Q
(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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OR.
1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File number 1-9273
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Delaware 75-1285071
{State or other jurisdiction of {L.R.S. Employer
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4845 US Hwy 271 N, Pittsburg, TX 756860093
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Indicate by check mark whether the registrant (1} has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months {or for such shorter period that the registrant was required to file such reports}, and (2) has been subject to such filing
requiremnents for the past 90 days. Yes &l No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required
10 be submitted and posted pursuant to Rule 405 of Regulation 3-T {§232.405 of this chapter) during the preceding 12 months (or for such shorter period
that the registrant was required to submit and post such files). Yes [ No [3

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non—accelerated filer or a smaller reporting company. See
definition of “accelerated filer,” “large accelerated filer” and “smalier reporting company™ in Rule 12b-2 of the Exchange Act. (Check one):

Large Accelerated Filer Accelerated Filer £l
Non-accelerated Filer B (Do not check if a smaller reporting company) Smaller reporting company O

Indicate by check mark whether the registrant is a shell company {as defined in Rule 12b—2 of the Exchange Act). Yes [INo

Number of shares outstanding of the issuer’s common stock, as of July 31, 2009, was 74,055,733,
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PILGRIM'S PRIDE CORPORATION
DEBTOR AND DEBTOR-IN-POSSESSION
CONSOLIDATED BALANCE SHEETS
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PILGRIM’S PRIDE CORPORATION AND SUBSITHARIES
DEBTOR AND DEBTOR~IN-POSSESSION
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unandited)

34264 117,004

AR . . O et ... e AR e

Income tax expense (benefit)

Gain en sale of discontinued business,
net of tax 903

Discontinued business . — (0.06) 0.01 0.05
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FILGRIM’S PRIDE CORPORATION AND SUBSIDIARIES
DEBTOR AND DEBTOR-IN-POSSESSION
CONSOLIDATED STATEMENTS OF CASH FLOWS
Unaudited

Effect of exchange rate changes on cash and cash equivalents (2,740} 230
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NOTES TO CONSOLIDATED FiNANCIAL STATEMENTS (Unaudited)
NOTE A~-CHAPTER 11 PROCEEDINGS
Chapter 11 Bankruptey Filings

On December 1, 2008 (the “Petition Date"), Pilgrim’s Pride Corporation and certain of its subsidiaries (coliectively, the "Debtors™) filed voluntary petitions
for relief under Chapter 11 of Title 11 of the United States Code (the "Bankruptcy Code™) in the United States Bankruptcy Court for the Nerthern District of
Texas, Fort Worth Division {the "Bankruptcy Court"). The cases are being jointly administered undes Case No. 08-45664, The Company’s eperations in
Mexico and certain operations in the United States (“US”) were not included in the filing (the “Non—filing Subsidiaries”™) and will continue to operate
outside of the Chapter 11 process.

Subject to certain exceptions under the Bankruptey Code, the Debtors” Chapter 11 filing automatically enjoined, or stayed, the continuation of any judicial
or administrative proceedings or other actions against the Debtors or their property to recover o, 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 to a pre—petition claim are enjeoined unless and untii the
Bankruptcy Court lifts the automatic stay.

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

Chapter 13 Process

The Debtors are currently operating as "debtors—in—possession” under the jurisdiction of the Bankruptey 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
Bankruptey Court,
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On December 2, 2008, the Bankruptcy Court granted interim approval authorizing the Company and certain of its subsidiaries consisting of PPC
Transpertation Company, PFS Distribution Company, PPC Marketing, Lid., and Pilgrim's Pride Corporation of West Virginia, Inc. (collectively, the "US
Subsidiaries™), and To—Ricos, Ltd. and To—Ricos Distribution, Lid. {collectively with the US Subsidiaries, the "Subsidiaries”) to enter into a Post-Petition
Credit Agreement (the "Initial DIP Credit Agreement”) among the Company, as borrower, the US Subsidiaries, as guarantors, Bank of Montreal, as agent
(the "DIP 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 final approval of the Bankruptey Court. On December 30, 2008, the Banlruptey Court granted final approval authorizing the
Company and the Subsidiaries to enter into an Amended and Restated Post—Petition Credit Agreement dated December 31, 2008, as amended (the "DIP
Credit Agreement"}, among the Company, as borrower, the Subsidiaries, as guarantors, the DIP Agent, and the lenders party thereto.

The DIP Credit Agreement provides for an aggregate commitment of up to $450 million, which permits berrowings on a revolving basis. The commitment
includes a $25 million sub~limit for swingline loans and a $20 miliion sub—limit for standby letiers of credit. Outstanding borrowings under the DIP Credit
Apreement will bear interest at a per annum rate equal to 8.0% plus the greatest of (i) the prime rate as established by the DIP Agent from time to time,
(i1} thie average federal funds rate plus 0.5%, or (i) the LIBOR rate plus 1.0%, payable monthly, The weighted average interest rates for the three and nine
months ended June 27, 2009 were 11.25% and 11.33%, respectively. The loans under the Initia] DIP Credit Agreement were used to repurchase all
receivables sold under the Company's Amended and Restated Receivables Purchase Agreement dated September 26, 2008, as amended (the “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
apprc»ved1 by the required lenders under the DIP Credit Agreement. For additional information on the RPA, see Note G—Trade Accounts and Other
Receivables.
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Actual borrowings 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 Resiated Secured Credit
Agreement dated as of February 8, 2007, among the Company and certain of its subsidiaries, Bank of Montreal, as administrative agent, and the lenders
parties thereto, as amended, (i) administrative and professional expenses incutred in connection with the bankruptcy proceedings, and (i) the amount owed
by the Company and the Subsidiagies to any person on account of the purchase price of agricultural products or services (including poultry and livestock) if
that person is entitled to any grower's or producer’s lien or other security arrengement. The borrowing base is also limited to 2.22 times the formmula amount
of total eligible receivables. The DIP Credit Agreetnent provides that the Company may not incur capital expenditures in excess of $150 million. The
Company must aiso meet minimum monthly levels of EBITDAR. Under the DIP Credit Agreement, "EBITDAR” means, generaily, net income before
interest, taxes, depreciation, amortization, writedowns of goodwill and other intangibles, asset impairment charges, certain closure costs 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 June 27, 2009, the applicable borrowing base and the amount available for borrowings under
the DIP Credit Agreement were both $348.6 million as there were no outstanding borrowings under the Credit Agreement.

The principal amount of outstanding loans under the DIP Credit Agreement, together with accrued and unpaid interest therson, are payable in full at
maturity on December 1, 2009, subject to extension for an additional six months with the approvai of all lenders thereunder, All obligations under the DIP
Credit Agreement are unconditionally guaranteed by the Subsidiaries and are secured by a first priority priming lien on substantially all of the assets of the
Company and the Subsidiaries, subject to specified permitted liens in the DIP Credit Agreement,

The DIP Credit Agreement aliows the Company 1o provide additional advances to the Non—filing Subsidiaries of up to approximately $25
milHon. Management believes that all of the Non—filing Subsidiaries, including the Company’s Mexican subsidiaries, will be able to operate within this
{imitation.
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On July 15, 2009, the Company entered into a Third Amendment (the "Amendment") to the DIP Credit Agreement. The Amendment is subject to the
approval of the Bankruptcy Court, The Amendment amends the DIP Credit Agreement to allow the Company to invest in ¢ertain interest bearing accounts
and government securities, subject to certain conditions. In connection with the Amendment, the Company also agreed to reduce the total available
commitments under the DEP Credit Agreement from $450 miflion to $350 million. The Amendment also allows the Company o enter into certain ordinary
course hedging contracts relating 1o feed ingredients used by the Company and its subsidiaries in their businesses. The Company may only enter into
hedging contracts which satisfy the following conditions, among other restrictions: (a} the contract is traded on a recognized commodity exchange; (b) the
coniract expiration date is no later than March 21, 2010, or a later date if agreed to by the DIP Agent; {c) the Company and its subsidiaries do not have open
forward, futures or options positions in the subject commodity, other than commodity hedging arrangements entered into at the request or direction of 2
customer, in excess of 50% of the Company's other expected usage of such commodity for a specified period; (d) the contract is not entered into for
speculative purposes; and (e) the Company will not have more than $100 million in margin requirements with respect to all such non—customer hedging
contracts.

For additional information on the DIP Credit Agreement, see Note K——Short~Term Notes Payable and Long—Term Debt.

The Bankruptey Court has approved 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 payrent 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 Bankruptey Court approval, legal and financial professionals to advise the Debtors on the bankruptey
proceedings and certain other "ordinary course" professionals. From time to time, the Debtors may seck Bankruptey Court approval for the retention of
additional professionals,

Shortly after the Petition Date, the Debtors began notjfying 2l known current or potentiai creditors of the Chapter 11 filing. Subject to certain exceptions
under the Bankrupicy Code, the Debtors’ Chapter 11 filing automatically enjoined, or stayed, the continvetion of any judicial or administrative proceedings
or other actions against the Debtors or their property 1o 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 lten against the property of the Debtoss, or to collect
on monies owed or otherwise exercise rights or remedies with respect to a pre—petition claim are enjoined unless and unti] the Bankruptey 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.

10
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As required by the Bankruptey Code, the United States Trustes for the Northern District of Texas (the "US Trustee") appointed an official committes of
unsecured creditors (the "Creditors’ Committee”). The Creditors” Committee and its legal representatives have a right to be heard on ali snatters that come
before the Bankruptey Court with respect to the Debtors. In addition, on April 30, 2009, the Bankruptey Court ordered the US Trustee 1o appoint an official
committee of equily holders (the “Equity Committee™) to represent the interests of Pilgrir's Pride's equity holders in the Debtors' bankruptcy cases. There
can be no assurance that the Creditors’ Committee or the Equity Committee will support the Debtors” positions on matters to be presented to the Bankruptcy
Court in the future or on any plan of reorganization, once proposed. Disagreements between the Debtors and the Creditors’ Commitiee or the Equity
Committee could protract the Chapter 11 proceedings, negatively impact the Debtors” ability to opesate and delay the Debtors” emergence from the Chapter
11 proceedings.

Under Section 363 and other relevant sections of the Bankruptey Code, we may assume, assume and assign, or reject certain executory contracts and
unexpired leases, including, without limitation, leases of real property and equipment, subjeet to the approvai of the Bankruptey Court and certain other
conditions. Any description of an executory contract or unexpired lease in this report, including where applicable our express termination rights or a
quantification ?if our obligations, must be read in conjunction with, and is qualified by, any overriding rejection rights we have under Section 365 of the
Bankruptey Code.

Tn order to successfully exit Chapter 11, the Debtors will need to propose and obtain confirmation by the Bankruptcy Court of a plan of reorganization that
satisfies the requirements of the Bankruptey Code. A plan of reorganization would, among other things, resolve the Deblors’ pre—petition obligations, set
forth the revised capital structure of the newly reorganized entity and provide for corporate governance subseguent to exit from bankruptey.

On March 26, 2009, the Bankrupicy Court issued an order extending the period during which the Debtors have the exclusive xight to file a plan of
reorganization. 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
plan 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 forther
exfensions of these time periods. If the Debtors’ exclusivity period lapses, any party in interest would be able to file a plan of reorganization for any of the
Debitors. In addition to being voted on by holders of impaired claims and equity interests,  plan of reorganization must satisfy certain requirements of the
Bankruptcy Code and rmust be approved, or confirmed, by the Bankruptcy Court in: order to become effective.

The timing of filing a plan of reorganization by us will 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 Bankruptcy Court or that any such plan wilt be
mmplemented 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.

13
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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 amounts of distributions, if any, they
would receive. A plan of reorgeanization could result in holders of our liabilities and/or securities, including our common stock, receiving no distribution on
account of their interests and cancellation of their holdings. Because of such possibilities, the value of cur liabilities 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/or secyrities
of the Debtors, At this time there is no assurance we will be able to restructure as a going concern or successfully propose or implement a plan of
reorganization.

On February 11, 2009, the Bankruptey Court issued an order granting the Company's motion to impose certain restrictions on trading in shares of the
Company's common stock in order to preserve valugble tax atiributes. This order established notification procedures and certain restrictions on {ransfers of
common stock or options to purchase the commen stock of the Company. The trading restrictions apply retroactively to January 17, 2009, the date the
motion was {iled, to investors beneficially owning at least 4.75% of the outstanding shares of comrmon stock of the Company. For these purposes, beneficial
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 nay request that the Bankruptcy Courl impose certain trading restrictions on
certamn 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 concern. 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 related to the recoverability and classification of recorded assets or the amounts and classification of liabilities or
any other adjustments that might be necessary should the Company be unable to continue as a going concern, The Cotmpany’s ability to continue as a going
concern is dependent upon, among other things, the ability of the Company to retumn to historic levels of profitability and, in the near term, restructure its
obligations in a manner that allows it to obtain confirmnation of a plan of reorganization by the Bankruptey 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. During the first nine months of 2009, the Company closed seven processing complexes, closed two distribution
centers and reduced or consolidated production at various other facilities throughout the US. These actions will ultimately result in a reduction of
approximately 6,390 production positions and 440 non—production positions.

12
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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 2
requirement inciuded in the waivers received from the Company’s lenders on October 27, 2008. The CRO assists the Company with cost reduction
initiatives, restructuring plans develepment and long~term liquidity improvement. The CRO reports to the Board of Directors of the Company.

In order to emerge from bankruptey, the Company wiil need to obtain alternative financing to replace the DIP Credit Agreement and to satisfy the secured
claims of its pre-bankruptey creditors,

Condensed Combined Financial Information of Debtors

The following unaudited condensed combined financial information is presented for the Debtors as of June 27, 2009 or for the nine months then ended (in
thousands):

Long—term liabilities 292204

13
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NOTE B—BASIS OF PRESENTATION
Consolidated Financial Statements

The accompanying unaudited consolidated financial statements of Pilgrim’s Pride Corporation {referred to herein as “Pilgrim’s,” “the Company,” “we,”
“us,™ “our’” or similar terms) have been prepared in accordance with accounting principles generaily accepted in the US for interim financial information
and with the instructions to Form 10-Q and Article 10 of Regulation §—X of the US Securities and Exchange Commission. Accordingly, they do not
include all of the information and footnotes required by accounting principles generally accepted in the US for complete financial statements. In the opinion
of management, ali adjustrents (consisting of normal and recurring adjustments unless otherwise disclosed) considered necessary for a fair presentation
have been included. Operating results for the three and nine months ended June 27, 2009 are not necessarily indicative of the results that may be expected
for the year ending September 26, 2009, For further information, refer to the consolidated financial statements and footnotes thereto included in Pilgrim’s
Annual Report on Forin 10~K for the year ended September 27, 2008,

The Company operates on the basis of 2 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,

As a result of sustained losses and our Chapter 11 proceedings, the realization of assets and satisfaction of liabilities, without substantial adjustments and/or
changes in ownership, are subject 1o uncertainty. Given this uncertaingy, there is substantial doubt about our ability to continue as a going concern.

The accompanying Consolidated Financial Statements do not purport to reflect or provide for the consequences of our Chapter 11 proceedings, In particular,
the financial statements do not purport to show (i) as to assets, their realizable value on a liquidation basis or their availability to satisfy labilities; (ii) as to
pre—petition liabilities, the amounts that may be allowed for claims or contingencies, or the status and priority thereof; (iii) as to shareowners’ equity
accounts, the effect of any changes that may be made in our capitalization; or (iv) as to operations, the effect of any changes that may be made to our
business.

14
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In accordance with accounting principles generally accepted in the United States (“GAAP”), we have applied American Institute of Certified Public
Accountants’ Statement of Position {“*SOP”) 90~7, Financial Reporting by Entities in Reorganization under the Bankruptcy Code, in preparing the
Consolidated Financial Statements. SOP 907 requires that the financial statements, for periods subsequent to the Chapter 11 filing, distinguish transactions
and events that are directly associzted with the reorganization from the ongeing operations of the business. Accordingly, certain expenses (including
professional fees), realized gains and losses and provisions for losses that are realized or incurred in the bankruptcy proceedings are recorded in
recrganization items on the accompanying Consolidated Statements of Operations. In addition, pre—petition obligations that may be impacted by the
bankruptcy reorganization process have been classified on the Consolidated Balance Sheet at June 27, 2009 in Liabilities subject to compromise. These
liabilities are reported at the amounts expected to be allowed by the Bankruptey Court, even if they may be settled for lesser amounts. For information on
the bankrupicy recrganization process, see Note A—Chapter 11 Proceedings. For information on the pre—petition obligations that may be impacted by the
bankrupicy reorganization process, see Note L—Liabilities Subject to Compromise.

While operating as debtors—in—-possession under Chapter 11 of the Bankruptcy Code, the Debtors may sell or otherwise dispose of or liquidate assets or
settle liabilities, subject to the approval of the Bankruptey Court or etherwise as permitted in the ordinary course of business, in amounts other than those
reflected in the Consolidated Financial Statements. Moreover, a plan of reorganization could materially change the amounts and classifications in the
historical Consolidated Financial Statements,

The consolidated financial statements include the accounts of Pilgrim’s Pride Corporation and its majority owsned subsidiaries. We eliminate all significant
affiliate accounts and transactions upon consolidation.

The Company re—measures the financial statements of its Mexican subsidiaries as if the US dollar were the functional currency. Accordingly, we transtate
assets and liabilities, other than non—monetary assets, of the Mexican subsidiaries at current exchange rates. We translate non—monetary assets using the
historical exchange rate in effect on the date of each asset’s acquisition. We transiate income and expenses at average exchange rates in effect during the
period. Currency exchange gains or losses are included in the line item Other expenses (income) in the Consolidated Statements of Operations,

The Company has evaluated subsequent events through the isswance of these financial statements, which ocewred on July 31, 2009,

15
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Recently Adopted Accounting Pronouncements

In September 2006, the Financial Accounting Standards Board {“FASB”) issued Statement of Financial Accounting Standards (“SFAS™) No, 157, Fair
Value Measurements, which defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value measurements,
SFAS Ne. 157 applies under other accounting proncuncements that require or permit fair value measurements and was effective for fiscal years beginning
after November 15, 2007. In February 2008, the FASB issued FASB Staff Position (“FSP™) FAS157-2, Effective Date of FASB Statement No. 157, which
delayed the effective date of SFAS Ne. 157 for nonfinancial assets and nonfinancial liabilities, except for items that are recognized or disclosed at fair value
in the financial statements on a recurting basis, to fiscal years beginning after November 15, 2008, On September 28, 2008, the Company adopted the
portion of SFAS No. 157 that was not delayed, and since the Company's existing fair value measurements are consistent with the guidance of SFAS No,
157, the partial adoption of SFAS No. 157 did not have a material impact on the Company’s consolidated financial statements. The adoption of the deferred
portion of SFAS No. 157 on September 27, 2009 is not expected to have a material impact on the Company’s consolidated financial statements.

In Qctober 2008, the FASE issued FSP FAS157-3, Determining the Fair Value of a Financial Asset When the Market for That Asset Is Not Active, which
clarified the application of SFAS No. 157 when the market for a financial asset was not active. FSP FAS157--3 was effsctive upon issuance, including
reporting for prior periods for which financial statements had not been issued. The adoption of FSP FAS157-3 for the Company’s interim reporting period
ending on December 27, 2008 did not have a material impact on the Company’s consolidated finaneial statements.

In April 2009, the FASB issued three separate Staff Positions in response to the current economic downturn in the United States, FSP FAS157-4,
Dretermining Fair Value When the Volume and Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying Transactions That
Are Not Orderly, provides additional guidance for estimating fair value in accordance with SFAS No. 157, Fair Vaiue Measurements, when the volume and
levet of activity for the asset or liability have significantly decreased. This FSP also includes guidance on identifying circuwmstances that indicate a
transaction is not orderly. FSP FAS115~2 and FAS124-2, Recognition and Presentation of Other—Than~Temporary Impairments, amends the
other~than—temporary impairment guidance in US GAAP for debt securities to make the guidanee more operationai and to improve the presentation and
disclosure of other~than—temporary impairments on debt and equity securities in the financial statements. FSP FAS107-1 and APB28-1, Interim
Disclosures about Fair Value of Financial Instraments, amends SFAS No. 107, Disclosures about Fair Value of Financial Instruments, to require disclosures
about fair value of financial instraments for interim reporting periods of publicly traded companies as well as in annual financial statements. This FSP also
amends APB Opinion No, 28, Interin: Financial Reporting, to require those disclosures in summarized financial information at interim reporting periods.
The adoption of the Staff Positions for the Company’s interim reporting period ending on June 27, 2009 did not have a material impact on the Company’s
consolidated financial statements.
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See Note F-—Investments and Fair Value Measurements for expanded disclosures about the Company’s investinents and the fair value measurements used
for the Company’s financial instruments.

In May 2009, the FASB issued SFAS No. 165, Subsequent Events, which establishes general standards of accounting for and disclosure of events that cceur
after the balance sheet date but before financial statements are issued or are available to be issued. The adoption of SFAS No. 165 for the Company’s
interim reporting period ending on June 27, 2009 did not have a material impact on the Company’s consolidated financial statements,

Accounting Pronouncersents Issued But Not Yet Adopted

In December 2007, the FASB issued SFAS No. 141{R), Business Combinations. This Statement improves the relevance, representational faithfulness, and
comparability of the information that a reporting entity provides in its {inancial reports about a business combination and its effects by establishing
principles and requirements for how the acquirer (i} recognizes and measures in its financial statements the identifiable assets acquired, the Habilities
assumed, and any noncontrolling interest in the acquires, (ii) recognizes and measures the goodwill acquired in the business combination or a gain from a
bargain purchase, and (iH) determines what information to disclose to enable users of the financial statements to evaluate the nature and financial effects of
the business combination. The Company must apply prospectively SFAS No. 141(R) to business combinations for which the acquisition date ocours during
or subsequent to the first quarter of 2010. The impact that adoption of SFAS No, 141(R) will have on the Company’s financial condition, results of
operations and cash flows is dependent upon many factors. Such factors woeuld include, among others, the fair values of the assets acquired and the
liabilities assumed in any applicable business combination, the amount of any costs the Company would incur to effect any applicable business
combination, and the amount of any restructuring costs the Company expected but was not obligated to incur as the result of any applicable business
combination. Upon emergence from bankruptey, the Company couid qualify for fresh start accounting under SOP %07, Fresh start accounting incorporates
many of the concepts of purchase accounting; therefors, SFAS No. 141(R} could directly affect the Company’s accounting upen emergence. We cannot
accurately predict the effect SFAS No. 141(R) will bave on future acquisitions at this time.

In December 2007, the FASB also issued SFAS No. 160, Noncontroiling Interests in Consolidated Financial Statements—an amendment of ARB No. 51.
This Statement improves the relevance, comparability, and transparency of the financial information that a reporting entity provides in its consolidated
financial statements by establishing accounting and reporting standards for how that reporting entity (i) identifies, labels and presents in its consolidated
statement of financial position the ownership interests in subsidiaries held by parties other than itself, (ii) identifics and presents on the face of its
consolidated statement of operations the amount of consolidated net income attyibutable to itself and to the noncontrolling interest, (iit) accounts for changes
in its ownership interest while it retains a controlling financial interest in a subsidiary, (iv} initially measures any retained noncontrolling equity investment
in a subsidiary that is deconsolidated, and (v} discloses other information about its interests and the interests of the noncontrolling owners. The Company
must apply prospectively the accounting requirements of SFAS No. 160 in the first quarter of 2010. The Company should also apply retroactively the
presentation and
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disclosure requirements of the Statement for all periods presented at that time. The Company does not expect the adoption of SFAS No. 160 wili have a
material irmpact on its financial position, financial performance or cash flows.

In April 2008, the FASB issued FSP FAS142~-3, Determination of the Useful Life of Intangible Assets. FSP FAS142~3 amends the factors an entity should
consider in developing renewal or extension assumptions used in determining the useful life of recognized intangible assets under SFAS No. 142, Goodwill
and Other Intangible Assets. FSP FAS142-3 must be applied prospectively to intangible assets acquired after the effective date. The Company will apply
the guidance of this FSP to intangible assets acquired after September 26, 2009,

In December 2008, the FASB issued FSP FAS132(R)~1, Employers’ Disclosures about Postretirement Benefit Plan Assets. FSP FAS132(R)~1 amends
SFAS No, 132(R), Employers’ Disclosures about Pensions and Other Postretitement Benefits, fo provide guidance on an employer’s disclosures about plan
assets of a defined benefit pension or other postretirament plan, including disclosures about investrnent policies and strategies, categories of plan assets, fair
value measurements of plan assets and significant concentrations of risk. The Company wilk apply the guidance of this FSP to its postretirement benefit plan
assets effective September 27, 2609,
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