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Among the claims presently pending are two identical ¢laims brought against certain executive officers and employees of the Company and the Pilgrim’s
Pride Compensation Committee seeking unspecified damages under section 502 of the Employee Retirement Income Security Act of 1574 (“"ERISA"), 29
U.S.C. § 1132. Each of these actions was brought by individual participants in the Pilgrim’s Pride Stock Investment Plan, individually and on behalf of a
putative class, alleging that the individual defendants breached fiduciary duties to plan participants and beneficiaries. Although the Company is not a named
defendant in these actions, our bylaws require us to indemnify our current and former directors and officers from any Habilities and expenses incurred by
them in connection with actions they took in good faith while serving as an officer or director. The likelihoed of an unfavorable outcome or the amount or
range of any possible loss to the Company cannot be determined at this time.

Among the claims presently pending against the Company are two identical claims seeking unspecified damages, each brought by a stockholder,
individually and on behalf of 2 putative class, alleging vioiations of certain antifraud provisions of the Securities Exchange Act of 1934. The Company
intends to defend vigorousty against the merits of these actions. The likelihood of an wifavorable outcome or the zmount or range of any possibie loss to the
Company cannot be determined at this time.

Other claims presently pending against the Company are claims seeking unspecified damages brought by current and former employees seeking
compensation for the time spent donning and doffing clothing and personal protective equipment. We are aware of an industry—wide investigation by the
Wage and Hour Division of the US Department of Labor to ascertain compliance with various wage and hour issues, including the compensation of
employees for the time spent on activities such as donning and doffing clothing and personal protective equipment. Due, in patt, to the government
investigation and the recent US Supreme Court decision in [BP, Inc, v, Alvarez, it is possible that we may be subject to additional employee claims. We
intend to assert vigorous defenses to the litigation. Nonetheless, there can be no assurances that other similar claims may not be brought against the
Company.

S Irnmigration and Customs Enforcement (“ICE”) recently investigated aliegations of identity theft within our workforce. With our cooperation, ICE
arrested approximately 350 of our employees in 2008 believed 1o have engaged in identity theft at five of our facilities. No assurances can be given that
further enforcetmnent efforts by governmental authorities against our employees or the Company will not disrupt a portion of our workforce or our operations
at one or more of our facilities, thereby negatively impacting our business.
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NOTE R~-BUSINESS SEGMENTS

Subsequent to the sale of our turkey operations, we operate in two reportable business segments as (1) a producer and seller of chicken products and (2) 2
seller of other products. The foilowing table presents certain information regarding our seginents:

Total other products

40




Case 08-45664-dml11 Doc 3767-23 Filed 10/19/09 Entered 10/19/09 10:06:12 Desc
Exhibit D part 12 Page 3 of 10

Pilgrim’s Pride Corporation
June 27, 2009
Index

(a) Includes amortization of capitalized financing costs of $1.8 miilion, $1.7 million, $5.1 million and $3.8 million recognized in the third quarter of
2009, the third quarter of 2008, the first nine months of 2009 and the first nine months of 2008, respectively.

(b} Includes amortization of intangible assets of $2.5 million, $2.5 million, $7.6 milkion and $7.7 million recognized in the third quarter of 2009, the third
quarter of 2008, the first nine months of 2009 and the first nine months of 2008, respectively.

{¢) Excludes depreciation costs incurred by our discontinued turkey business of $0.7 miliion during the nine months ended June 28, 2008, Our
discontinued turkey business did not incur depreciation costs during the third quarter of 2009, the third quarter of 2008 or the first nine months of
2009.

NOTE S—INSURANCE PROCEEDS

On July 21, 2008, a fire in the Mt. Pleasant, Texas protein conversion plant damaged a significant portion of the plant’s building, machinery and equipment.
During the third quarter of 2009, the Company received $15.0 miliion of proceeds that it recognized in cost of sales for insurance recovery related to
business interruption costs.

NOTE T—SUBSEQUENT EVENT

On July 24, 2009, the Company announced plans to idle its processing plant in Athens, Alabama and one of its two processing plants in Athens, Georgia
within 60~75 days as part of its continuing effort to improve capacity utilization and reduce costs. Approximately 640 employees currently employed at the
Athens, Alabama processing plant will be affected by this restructuring action. The Company expects to be able to offer positions at other facilities o many
of these employees. The Company also expects to be able to offer positions to most of the approximately 330 employees at the Athens, Georgia processing
plant by the time that plant is idled. The Company does not expect to significantly reduce the mumber of contract growers with which it conducts business in
either Athens, Alabama or Athens, Georgia as a direct result of these restructuring actions. Most growers will be transitioned to supplying other processing
complexes. Since production from these two plants will be consolidated into other processing complexes, these restructuring actions should not result in any
decrease in the Company’s overall production or in any change in product mix.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Description of the Company

Pilgrimys 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 (“US”), Mexico and Puerto Rice. Qur fresh chicken retail iine 1s sold in the southeastern, central, southwestern and western
regions of the US, throughout Puerto Rico, and in the northern and central vegions of Mexico. Our prepared chicken products meet the needs of some of the
largest customers in the food service industry across the US. Additienally, the Company exports commodity chicken products to 80 countries. As 2
vertically integrated company, we control every phase of the production of our products. We operate feed mills, hatcheries, processing plants and
distribution centers in 14 1S states, Puerto Rico and Mexico. Pilgrim’s Pride operates in two business segments—Chicken and Other Products.

Our fresh chicken products consist of refrigerated (non~frozen) whole or cut—up chicken, either pre~matinated or non—marinated, and pre—packeged
chicken in various combinations of freshly refrigerated, whole chickens and chicken parts. Our prepared chicken products include portion—controlled breast
fillets, tenderloins 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 fuily cocked, partially cooked or raw. In addition, these products are breaded or non—breaded and either pre—marinated or
non—marinated.

We operaie 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 repost applies to our fiscal year and not the calendar year.

Executive Summary

The Company experienced an improved business environment in the third quarter of 2009, We reported net income of $53.2 miliion, or $0.72 per common
share, for the quarier, which included gross profit of $183.4 million. For the nine months ended June 27, 2009, we experienced a net loss of $234.3 million,
or $3.16 per common share, which included gross profit of $198.3 million. As of June 27, 2009, the Company’s accumulated deficit aggregated $551.6
million. During the first nine months of 2009, the Company used $53.0 miltion of cash in operations. At June 27, 2009, we had cash and cash equivalents
totaling $101.2 million. In addition, the Company incurred reorganization costs of $16.8 million in the third quarter of 2009 and $65.4 million in the first
nine months of 2009, These costs included (i) severance and other costs related to post—petition facility closures and reduction—in—force (“RIF”) actions, (ii)
financing fees associated with the 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, Bank of Montreal, as agent (the “DIP Agent™}, and the lenders party
thereto, (iif) professional fees charged for post-petition reorganization services end (iv) a loss recognized on the sale of the Company’s interest in & hog
farming joint venture, {v) asset impairment costs related to a closed processing complex in Ddaiton, Georgia, and (vi) fees 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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These costs were partially offset by a gain recognized on the sale of the Company’s closéd processing complex in Farmerville, Louisiana.

Market prices for feed ingredients decreased in the first nine 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 assurance 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 writien approval of
lenders holding more than 50% of the commitments under the DIP Credit Agreement, except for commodity dertvative instrurnents 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. However, on July 15, 2009, the Company entered into a Third Amendment (the "Amendment") to the DIP Credit
Agreement. Subject to the approval of the Bankruptey Court, the Amendment allows the Company to enter into certain ordinary course hedging contracts
relating to feed ingredients used by the Company and its subsidiaries in their businesses. The Company may enly enler into hedging coniracts which satisfy
the following conditions, among other restrictions: (a) the contract is traded on a recognized commodity exchange; (b) the contract expiration date i no later
than March 21, 2010, or a later date if agreed to by the DIP Agent; (¢} the Company and its subsidiaries do not have open forward, futures or options
positions in the subject comunodity, other than commodity hedging arrangements entered into at the request or direction of a customer, in excess of 50% of
the Company's other expected usage of such commodity for 2 specified period; {d) the contract is not eatered into for speculative purposes; and {¢} the
Company will not have more than $100 million in margin requirements with respect to all such non-—customer hedging contracts.

The following table compares the highest and lowest prices reached on neatby futures for one bushel of corn and one ton of soybean meal during the current
year and previous four years:

Highest
Price Lowest Price Highest Price Lowest Price

200 Ry 20
2005 2,63 1.91 238.00 146.60
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Market prices for chicken products have stabilized since the end of 2008 but remain below levels sufficient to offset the generally higher costs of feed
ingredients. Many producers within the industry, including Pilgrim’s Pride, cut production in 2008 and 2009 in an effort to correct the general oversupply of
chicken in the US. Until recently, these production cuts had a positive effect on prices for chicken products, Despite these production cuts, thers 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 in the export market as a result of weakness in world econemies and restrictive credit markets.

We continue to review and evaluate various restructuring and other alternatives to streamline our operations, improve efficiencies and reduce costs. Such
initiatives may include seiling assets, idling facilities, consolidating operations and functions, relocating or reducing production and voluntary and
involuntary employee separation programs. Any such actions may require us to obtain the pre—~approvai of our fenders under our DIP Credit Agreement and
the Bankruptcy Court. In addition, such actions will subject the Company to additional short-term costs, which may include facility shutdown costs, asset
impairment charges, lease commitent costs, employee retention and severance costs and other closing costs. Certain of these restructuring activities will
result in reduced capacities and sales volumes and may have a disproportionate impact on our income relative to the cost savings.

Chapter 11 Bankruptcy Filings

On December 1, 2008 (the "Petition Date”), Pilgritn’s Pride Corporation and certain of its subsidiaries {collectively, the "Debtors") filed voluntary petitions
for relief under Chapter 11 of Title 11 of the United States Code (the "Bankruptey Code"} in the United States Banksuptcy Court for the Northern District of
Texas, Fort Worth Division (the "Bankruptey Court"). The cases are 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 1, 2008, the New York Stock Exchange delisted our common stock as a result of the Company's filing of its Chapter 11 petitions. Qur
common stock is now guoted on the Pink Sheets Electronic Quotation Service under the ticker symbol "PGPDQ.PE."

The filing of the Chapter 11 petitions constituted an event of defauit under certain of our debt obligations, and those debt obligations became automatically
and immediately due and payable, subject to an automatic stay of any action to collect, assert, or recover & 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 to reflect as current certain long~term debt under the Company’s credit facilities that, absent the stay, would have becorme automatically
and immediately due and payable. Because of the bankruptcy petition, most of the Company’s pre—petition long—term debt is included in labilities 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 believe the Company will use existing current assets or create additional current labilities to fund these obligations.
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Chapter 11 Process

The Debtors are currently operating as "debiors—in—possession" under the jurisdiction of the Bankruptey Court and in accordance with the applicable
provisions of the Bankruptcy Code and orders of the Bankruptey Court. In generai, as debtors—in—possession, we are authorized under Chapter 11 to
continue to operate as an ongoing business, but may net engage in transactions cutside the ordinary course of business without the prior approval of the
Bankruptcy Court.

On December 2, 2008, the Bankruptey Court granted interim approval aunthorizing the Company and certain of its subsidiaries consisting of PPC
Transportation Company, PFS Distribution Company, PPC Marketing, Ltd,, and Pilgnim's Pride Corporation of West Virginia, Inc. {collectively, the "US
Subsidiaries™), and To~Ricos, Lid. and To—Ricos Distribution, Ltd. (collectively with the US Subsidiaries, the "Subsidiaries") to enter into a Post—Petition
Credit Agreement (the "Initial DIP Credit Agreement”) among the Compeny, as borrower, the US Subsidiaries, as guarantors, Bank of Montreal, as agent,
and the lenders party thereto. On December 2, 2008, the Company, the LS 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 Bankruptey Court granted final approval authorizing the Comnpany and the
Subsidiaries to enter into the DIP Credit Agreement.

The DIP Credit Agreement provides for an aggregate commitment of up to $450 million, which permits borrowings on a revolving basis. The commitment
includes 2 $25 million sub—Hmit for swingline loans and a $20 million sub~-limit for standby letters of credit. Outstanding borrowings under 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 established by the DIP Agent from time to time,
(31} the average federal funds rate plus 0.5%, or (iii) the LIBOR rate plus 1.0%, payable monthly. The weighted average intorest rates for the three and nine
months ended June 27, 2009 were 11.25% and 11.33%, 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, sce
"Liquidity and Capital Resources.”

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 obiigations under the Fourth Amended and Restated 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 thereta, as amended, (i} administrative and professional expenses incurred in connection with the bankruptey proceedings, and (jii) the amount owed
by the Company and the Subsidiaries to any person on account of the purchase price of agricultural products of services (including poultry and livestoek) if
that person is entitled 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 receivables. The DIP Credit Agreement provides that the Company may not incur capital expenditures in excess of $150 miltion. The
Company must also meet minimum monthiy levels of EBITDAR. Under the DIP Credit Agreement, "EBITDAR” means, generally, net income before
interest, faxes, depreciation, amortization, writedowns of goodwili and other intangibles, asset impairment charges, certain closure costs and other specified
costs, charges, losses and gains.
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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 o outstanding borrowings under the Credit Agreement,

The principal amount of outstanding loans under the DIP Credit Agreement, together with accrued and unpaid interest thereon, are payable in full a1
maturity on December 1, 2009, subject to extension for an additional six months with the approval of all lenders thereunder. AN obligations under the DIP
Credit Agreement are unconditionally guaranteed by the Subsidiaries and are secured by a first priority priming len 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 allows the Company to provide additional advances to the Non—filing Subsidiaries of up to approximately $25
miilion. Management believes that all of the Non—filing Subsidiaries, including the Company’s Mexican subsidiaries, will be able to operate within this
Hmitation.

On fuly 15, 2009, the Company entered into the Amendment, which is subject to the approval of the Bankruptey Court. The Amendment amends the DIP
Credit Agreament to allow the Company to invest in certain 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 DIP Credit Agreement from $450 million to $350
million. The Amendment aise allows the Company fo enter into certain ordinary course hedging contracts refating to 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: (&) the contract is raded on a recognized commeodity exchange; (b) the contract 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 commedity, other
than commodity hedging arrangements entered into at the request or direction of a customer, in excess of 50% of the Company's other expected usage of
such commaodity for a specified period; (d) the contract is not entered into for speculative purposes; and (e} the Company will not have more than $100
milion in margin requirements with respect to all such nos—-customer hedging contracis.

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

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 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—reiated payments necessary to maintain the operation of our
businesses. The Debtors have retained, subject to Bankruptey Court approval, legal and financial professionais to advise the Debtors on the bankruptcy
proceedings i
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and certain other "ordinary course” professionals, From thme to time, the Debtors may seek Bankruptcy Court approval for the retention of additional
professionals.

Shortly after the Petition Date, the Debtors began notifying all known current or potential creditors of the Chapter 11 filing. Subject to certain exceptions
under the Bankruptcy 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 on, collect or secure 2 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 enjoined unless and untii the Bankruptcy Court lifts the
automatic stay. Vendors are being paid for geods 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 ali matters that comne
before the Bankruptcy Court with respect to the Debtors. In addition, on April 30, 2009, the Bankruptey Court ordered the US Trustee to appoint an official
comraittee of equity holders (the "Bquity Committee") to represent the interests of Pilgrim's Pride's equity helders in the Debtors' bankmupiey cases. There
can be no assurance that the Creditors’ Comumittee or the Equity Commitiee 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.
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Under Section 365 and other relevant sections of the Bankruptcy 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 description of an executory contract or unexpired lease in this report, including where applicable cur express termination rights or a
quantification of our obligations, must be read in conjunction with, and is gualified by, any overriding refection rights we have under Section 365 of the
Bankruptey Cede.

In order to successfully exit Chapter 11, the Debtors will need to propose and obtain confirmation by the Bankruptey Court of a plan of recrganization that
satisfies the requirements of the Bankrupicy 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.

On March 26, 2009, the Bankruptey Court issued an order extending the period during which the Debtors have the exclusive right 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 further
extensions of these time periods. If the Debtors” exclusivity peried lapses, any party 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 Bankruptcy Court in order io become effective.

The timing of filing a plan of reorganization by us will depend on the timing and outcome of numercus 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 pian 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, uniess creditors agree otherwise, pre—petition liabilities and post—petition Habilities must
generally be satisfied in full before stockholders are entitled to receive any distribution or retain any property under a plan of recrganization. The ultimate
recovery to creditors and/or stockholders, if any, will not be determined until confirmation of & 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 reorganization could result in holders of our Habilities 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 {o existing and future investments in any of the liabilities and/or securities
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. .
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