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The unaudited pro forma combined financial statements reflect pro forma adjustments that are described above and in the
accompanying notes and are based on available information and certain assumptions that we believe are reasonable
under the circumstances, and the actual results could differ materially from these anticipated results. In our opinion, all
adjustments that are necessary to present fairly the unaudited pro forma consolidated data have been made. The
unaudited pro forma combined financial statements are presented for informational purposes only and do not purport to
be indicative of what would have occurred had the JBS Packerland Acquisition actually been consummated at the
beginning of the period presented, nor are they necessarily indicative of our future consolidated operating results.

You should read the following unaudited pro forma combined financial statements in conjunction with, and the data is
qualified by reference to, “Management’s discussion and analysis of financial condition and results of operations” and the
financial statements and accompanying notes included elsewhere in this prospectus.
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Unaudited pro forma combined statement of operations for the
fiscal year ended December 28, 2008

JBS USA
Holdings, JBS JBS JBS JBS USA
Inc. Packerland Packerland Packerland Five Rivers  Five Rivers Holdings, Inc.
Adjustment
December 31, for 50% Adjustment December 31, Adjustment
Fiscal year 2007 through equity for assets 2007 through for assets ) Fiscal year
ended  October 22, interest in not October 22, not Adjustment ended
December 28, 2008 Five Rivers acquired 2008 acquired _for December 28,
2008 @) (b) (c)(i) (a)(ii) (c)(iiy transaction 2008
Historical Historical Historical Notes Pro forma
in thousands, except
earnings per share (+) (+) ) O] (+) O] (+)
Net sales ......cccccvveveenee $12,362,281 $2,548,224 — $4,923 $1,461,140 $912,920 $(8,011) (d) $15,445,791
Cost of goods sold ....... 11,917,777 2,397,551 — 4,949 1,511,462 988,814 4,724 (d),(e) 14,837,751
Gross profit (Ioss)......... 444,504 150,673 — (26) (50,322) (75,894) (12,735) 608,040
Selling, general and

administrative

EXPENSES ...oevvvenenns 148,785 78,793 — 24,017 11,093 9 4,052 (e 218,697
Foreign currency

transaction

10SSES ..o 75,995 — — — — — — 75,995
Other (income)

EXPENSE......ccceeueene. (10,107) 44,465 39,139 5,555 (208) (74) — (10,470)
Loss on sales of

property, plant and

equipment............... 1,082 107 — — 131 224 — 1,096
Interest expense,

Net v, 36,358 30,837 — 31,005 16,940 16,940 46,431 0) 82,621
Total expenses, net...... 252,113 154,202 39,139 60,577 27,956 17,099 50,483 367,939
Income (loss) from

continuing

operations before.... 192,391 (3,529) (39,139) (60,603) (78,278) (92,993) (63,218) 240,101
Income tax expense..... 31,287 2,222 — 2,222 — — 16,699 (9) 47,986
Net income

[([01535) PR $161,104 $(5,751) $(39,139) $(62,825) $(78,278) $(92,993) $(79,917) $192,115
Basic and diluted net

income (loss) per

share of common

StOCK wvvvveeveeveeeeienans $1,611,040.00 $1,921,150.00

(@) Represents the historical results of
(i) JBS Packerland, and
(i) Five Rivers
for the period from December 31, 2007 through October 22, 2008.
(b) Represents the elimination of the 50% equity interest in Five Rivers from the historical results of JBS Packerland for the period December 31, 2007 through
October 22, 2008. On a pro forma basis, the results of Five Rivers are reflected on a fully consolidated basis as part of the JBS Packerland Acquisition.
(c) Reflects the elimination of assets not acquired for
(i) JBS Packerland and
(i) Five Rivers.
The adjustment for assets not acquired includes (1) revenue and expenses associated with cattle owned by Smithfield Beef Group, Inc. that were
retained by Smithfield Foods, Inc., (2) revenue and expenses associated with cattle owned by Five Rivers that were retained by Smithfield Foods,
Inc., (3) the elimination of corporate overhead charge by Smithfield Foods, Inc. and (4) other assets and insignificant businesses not acquired and
liabilities not assumed.

(d) Reflects the elimination of $8.0 million of intercompany sales and $8.0 million of cost of goods sold between JBS Packerland and the legacy Swift Beef
segment for the period from December 31, 2007 through October 22, 2008.
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Represents the adjustment of $12.7 million to historical cost of goods sold and to selling, general and administrative expenses of $4.1 million to reflect
depreciation and amortization expense based on the estimated fair values and useful lives of identified tangible and intangible assets for JBS Packerland and
Five Rivers based on a preliminary third-party valuation report. The purchase price allocation is preliminary pending completion of independent valuations of
identified tangible and intangible assets acquired and certain liabilities acquired, including, but not limited to deferred taxes. The allocation of the purchase
price presented below is preliminary and subject to change. The allocation presented below reflects the estimated fair value of the individual assets and
liabilities as of October 23, 2008 (in thousands), and the following table details the purchase price components:

Purchase price allocation:

Purchase price paid t0 PreviouSs SHATENOIGEIS .........cou ittt e et sae e ettt e bt e e bt e e bt et e e nbe e e e enneeane $537,068
FEES ANU AIMECE EXPENSES ...ttt ettt ettt t ettt b e et e st e bt eb e e 4a et 42 bt e et e 1h e e 4a et oo st e beeh st ee bt ea b e e b e e eh e e e R bt e bt e nb e e nh e e aae e e bt enhe e nae et neennea, 26,134
o] = L o1 (ol g T EY I o TSP UPPTRPPIN $563,202

Preliminary purchase price allocation:

Current assets and liabilities $ 43,052
Property, plant and equipment(i). 423,955
Deferred tax liabilities.. (142,997)
Goodwill ........euvveennees 95,998
Intangible assets(ii) 138,023
Other NONCUITENt aSSES AN lIADIITIES, NMEL .. .u..uvuiiiiiiiiiitiiei e se e s e seeeseasssaassaasssassssassssssasssassssnsssssnnsnsasnnnnnnnnnnn, 5,171

Total PUICHASE PrICE AIIOCALION .....couttieiiiii ettt et et e 1t e e sk e a4 bttt et e e e s kb e e e bt e ek e e e s ab et e e s ks e e s aae e e e abb e e s san et e nnbeeesntneeens $563,202

(i)  Property, plant and equipment was recorded at fair value at the date of the JBS Packerland Acquisition. Depreciation and amortization is recorded
using the straight-line method over the estimated useful lives of the assets as follows:

Furniture, fixtures, office equipment and Other.............ccoiiiiiiic i 51to 7 years

Machinery and EQUIPMENT.........iiiiiiiiiieeiie ettt e sttt e e st e et e e st e ebbeenbbeesnnes 5to 15 years

BUildiNgS and iMPIrOVEMENTS ......ccutiiiiiiieeiiee ettt ettt sttt e st e et b e e s sbn e e e s beesbbeesnnes 15 to 40 years

Leasehold IMPrOVEMENES. ..........ccouiiiiiiii e shorter of useful life or the lease term

(i) Intangible assets include customer relationships and customer contracts resulting from the JBS Packerland Acquisition that are being amortized on an
accelerated basis over 21 and 10 years, respectively. These represent management'’s estimates of the period of expected economic benefit and annual
customer profitability.

Reflects the following adjustments to interest expense, net relating to the transactions:

Debt issuance amortization, 11.625% senior unsecured NOtES AU 20L4(1) ......veeruureeriureeiiiie et ee sttt et ebbee s et e e ssbneesaneeens $ 467
Debt discount accretion, 11.625% senior unsecured NOtES AUE 20LA(I1) .....veirurreiiirieiiiiie ittt sttt e st e et e s sse e e s sbneesineeans 7,802
Interest expense, 11.625% senior unsecured notes due 2014(jii) ....... 65,209

Interest expense, intercompany debt(iV) .........ccccvvvveriieeniiieeennen. (27,047)

Total Interest expense, net(V) ............... $46,431

(i)  Includes pro forma interest expense for the amortization of debt issuance costs on $560.9 million of our 11.625% senior unsecured notes due 2014 for
the period from December 31, 2007 through December 28, 2008, calculated on a straight-line basis.

(i) Includes pro forma interest expense for the accretion of the bond discount on $560.9 million of our 11.625% senior unsecured notes due 2014 for the
period from December 31, 2007 through December 28, 2008, calculated on a straight-line basis.

(i)  Includes pro forma interest expense on $560.9 million ($519.6 million of proceeds plus $39.0 million of bond discount and $2.3 million of debt issuance
cost) of our 11.625% senior unsecured notes due 2014 for the period from December 31, 2007 through December 28, 2008.

(iv) Includes the reduction of pro forma interest expense for the period from December 31, 2007 through December 28, 2008 on our consolidated
intercompany loans from JBS S.A. due to a $519.6 million reduction in the aggregate principal amount of those intercompany loans using a portion of
the net proceeds of our 11.625% senior unsecured notes due 2014.

(v) We have applied the adjustments in clauses (i), (ii) and (i) above to $560.9 million in proceeds, bond discount and debt issuance costs of our 11.625%
senior unsecured notes due 2014 because that is the amount of debt we would have to have issued to repay the portion of our intercompany loans from
JBS S.A. described in clause (iv) above. The total principal amount of our 11.625% senior secured notes due 2014 is $700.0 million, and our pro forma
interest expense accordingly does not purport to be indicative of what our interest expense will be in the future.

Reflects the tax effect of the pro forma adjustments at an estimated 35% effective tax rate.
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Unaudited pro forma combined statement of operations for the

fiscal quarter ended March 29, 2009

JBS USA JBS USA
Holdings, Inc. Holdings, Inc.
March 29, 2009 Adjustments March 29, 2009
in thousands, except earnings per share Historical (+) Notes Pro forma
NEL SAIES ..o $ 3,196,339 $ — $ 3,196,339
Cost of goods sold 3,123,358 — 3,123,358
GrOSS Profit....ueeeeeee e 72,981 — 72,981
Selling, general and administrative eXpenses...........cccccvveeenn.. 61,598 — 61,598
Foreign currency transaction gains (5,075) — (5,075)
Other iNCOME, NEL........uviiiiiee e (1,475) — (1,475)
Loss on sales of property, plant and equipment.................... 180 — 180
INterest eXPenSe, NEt...........ccovvviiii i 14,592 10,024  (a) 24,616
TOtAl EXPENSES ..eeviiiiee it 69,820 10,024 79,844
Income (loss) from continuing operations before income
(€2 ¥ QR PP PP PP PPPPPPPPPPPPPPIRt 3,161 (10,024) (6,863)
Income tax expense (benefit).......ccccccovveeeiiiiieee e 909 (3,509) (b) (2,600)
NEt iNCOME (I0SS) ....vvveeiiiiiie et $ 2252 $ (6,515) $ (4,263)
Basic and diluted net income (loss) per share of common
SEOCK. ettt $ 22,250.00 $ (42,630.00)
(@) Reflects the following adjustments to interest expense, net relating to the transactions:
Debt issuance amortization, 11.625% senior unsecured NOtES dUE 20TLA(I) .....eereerreiiirieieetieeii ettt ettt et $ 117
Debt discount accretion, 11.625% senior unsecured NOtES AUE 20LA(I1) . ...veeureerierrriiieere ettt et et nbe e 1,950
Interest expense, 11.625% senior unsecured Notes due 20LA(H) ....c..eoveriiiiiiiiiii i 16,302
Interest expense, INtErcoMPANY AEDT(IV) .........oiiiiiiiii e e s (8,345)
TOLAl INTEIESE EXPENSE, NMEL(V) ..ueteutieiiieitt ettt ettt ettt ettt ettt e ete e ea bt et e e e ket ea bt ea b e e b e e eh b e 42 b eab e e b e e eh s e e a b e oo bt ek e e eb bt ee bt ea b e ek e e eb b e ee b e e beenbeeseneenteeees $ 10,024
(i)  Includes pro forma interest expense for the amortization of debt issuance costs on $560.9 million of our 11.625% senior unsecured notes due 2014 for
the period from December 29, 2008 through March 29, 2009, calculated on a straight-line basis.
(i)  Includes pro forma interest expense for the accretion of the bond discount on $560.9 million of our 11.625% senior unsecured notes due 2014 for the
period December 29, 2008 through March 29, 2009, calculated on a straight-line basis.
(iiiy  Includes pro forma interest expense for the period December 29, 2008 through March 29, 2009 on $560.9 million ($519.6 million of proceeds plus $39.0
million of bond discount and $2.3 million of debt issuance cost) of our 11.625% senior unsecured notes due 2014.
(iv) Includes the reduction of pro forma interest expense on our intercompany loans from JBS S.A. due to the $519.6 million reduction in the aggregate
principal amount of those intercompany loans using a portion of the net proceeds of our 11.625% senior unsecured notes due 2014.
(v) We have applied the adjustments in clauses (i), (ii) and (i) above to $560.9 million in proceeds, bond discount and debt issuance costs of our 11.625%

(b)

senior unsecured notes due 2014 because that is the amount of debt we would have to have issued to repay the portion of our intercompany loans from
JBS S.A. described in clause (iv) above. The total principal amount of our 11.625% senior secured notes due 2014 is $700.0 million, and our pro forma
interest expense accordingly does not purport to be indicative of what our interest expense will be in the future.

Reflects the tax effect of the pro forma adjustments at an estimated 35% effective tax rate.
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Unaudited pro forma combined balance sheet as of

March 29, 2009

JBS USA Holdings, Inc.

in thousands Historical Adjustments Notes Pro forma
Assets
Current assets:
Cash and cash equUIValENTS .........c.coeviriiiii e $ 156,737 $ (2,415) (a) $ 154,322
Trade accounts receivable, net of allowance for doubtful accounts

OF BA,LA2 ..ot 514,160 — 514,160
1)Y= 1 (0] 1= SRR 650,026 — 650,026
Other CUIMENE ASSELS....uvuiieii ittt eeaeens 77,555 — 77,555
Total CUMTENT ASSELS......c..viiiiiiiee e e e e e 1,398,478 (2,415) 1,396,063
Property, plant, and equipment, Net.........cccccceviiiiiieieee e, 1,241,055 — 1,241,055
€000 11,1/ | SRR USRRRR 149,093 — 149,093
Other intangibles, Net.........cooi i 299,097 — 299,097
OtNEI ASSEIS ...uvviiie ittt e e e et e e e stae e e e s sabaeaeens 221,092 2,915 (b) 224,007
TOAI @SSEES ..eiiiiiiiiie ettt $ 3,308,815 500 $3,309,315
Liabilities and stockholder’s equity
Current liabilities:
Y o] (=11 4 1Ko [=] o AR $ 71,428 — $ 71,428
Current portion of long-term debt............ocooiiiiiini e, 4,103 — 4,103
Accounts payable, including book overdrafts..........ccccocciiiiiiiineinnn. 273,547 — 273,547
Y Yol (U= To W TT= T o1 L) =TT 303,691 (31,225) (c) 272,466
Total current abiliIES ......ocvvveveiiiiiie e 652,769 (31,225) 621,544
Long-term debt, less current portion .............ccoveeviiiiniiniiniieceenn, 901,517 31,725 (d) 933,242
Other non-current liabilities ... 359,590 359,590
Total IabIltIES......vveeei i 1,913,876 500 1,914,376
Stockholder’s equity:
Common stock, 500,000,000 shares authorized, 100 issued and

(o101 6 =g o 1] o PSR — — —
Additional paid-in capital ..........cceeeeiiiiiiiiiiiee e 1,400,159 — 1,400,159
RetaiNned arNiNgS ......ccuiieeiiiiiiiii e s e e e e e 51,764 — 51,764
Accumulated other comprehensive (I0SS)........cccccvveeereeiiniicciiieeeeee, (56,984) — (56,984)
Total StocKhoIder's @QUILY...........occveiieiiiee e 1,394,939 — 1,394,939
Total liabilities and stockholder's equity.........ccoccveveiiiiieeeiiiiiee s, $ 3,308,815 $ 500 $3,309,315

(@) Reflects the pro forma use of cash which was used to pay a portion of the debt issuance costs which were not paid from the proceeds of the issuance of our

11.625% senior unsecured notes due 2014.

(b) Reflects debt issuance costs of $2.9 million related to the issuance of our 11.625% senior unsecured notes due 2014. These debt issuance costs will be

capitalized and amortized on a straight-line basis over a period of five years.

(c) Reflects the reduction of accrued interest on our intercompany loans, a portion of which were repaid using the net proceeds of our 11.625% senior unsecured

notes due 2014.

(d) Reflects the principal amount of our 11.625% senior unsecured notes due 2014 reduced by (1) original issue discount on our 11.625% senior unsecured
notes due 2014 of $48.7 million, (2) a $100.0 million reduction in outstanding borrowings under our senior secured revolving credit facility using a portion of
the net proceeds of our 11.625% senior unsecured notes due 2014, and (3) a $519.6 million reduction in the aggregate principal amount of our intercompany

loans using a portion of the net proceeds of our 11.625% senior unsecured notes due 2014.
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Management’s discussion and analysis of financial condition
and results of operations

Overview
JBS USA Holdings, Inc.

We are a global leader in beef and pork processing with approximately $15.4 billion in net sales for the fiscal year ended
December 28, 2008 on a pro forma basis. In terms of daily slaughtering capacity, we are among the leading beef and pork
processors in the United States and we have been the number one processor of beef in Australia for the past 15 years. As
a standalone company, we would be the largest beef processor in the world. We also own and operate the largest feedlot
business in the United States.

We process, prepare, package and deliver fresh, processed and value-added beef and pork products for sale to
customers in over 60 countries on six continents. Our operations consist of supplying fresh meat products, processed
meat products and value-added meat products. Fresh meat products include refrigerated beef and pork processed to
standard industry specifications and sold primarily in boxed form. Our processed meat offerings, which include beef and
pork products, are cut, ground and packaged in a customized manner for specific orders. Additionally, we process lamb
and mutton products. Our value-added products include moisture-enhanced, seasoned, marinated and consumer-ready
products. We also provide services to our customers designed to help them develop more comprehensive and profitable
sales programs. Our customers are in the food service, international, further processor and retail distribution channels.
We also produce and sell by-products that are derived from our meat processing operations, such as hides and variety
meats, to customers in the clothing, pet food and automotive industries, among others.

Our business operations are organized into two segments:

< our Beef segment, through which we conduct our domestic beef processing business, including the beef operations we
acquired in the JBS Packerland Acquisition, and our international beef, lamb and sheep processing businesses that we
acquired in the Tasman Acquisition; and

e our Pork segment, through which we conduct our domestic pork and lamb processing business.

We also present “Corporate and other” in our financial statements, which include certain revenues and expenses not
directly attributable to the primary segments, as well as eliminations resulting from the consolidation process.

We are a wholly owned indirect subsidiary of JBS S.A., the world’s largest beef producer, which has a daily slaughtering
capacity of 73,940 head of cattle. In the fiscal quarter ended March 29, 2009, we represented approximately 78% of JBS
S.A'’s gross revenues. Over the past few years, JBS S.A. has acquired several U.S. and Australian beef and pork
processing companies and slaughterhouses, which now comprise JBS USA Holdings, Inc. and its subsidiaries:

e onJuly 11, 2007, JBS S.A. acquired Swift Foods Company (our predecessor company, which was subsequently
renamed JBS USA Holdings, Inc.), which we refer to as the Swift Acquisition;

< on May 2, 2008, we acquired substantially all of the assets of the Tasman Group Services, Pty. Ltd., or the Tasman
Group, which we refer to as the Tasman Acquisition; and

« on October 23, 2008, we acquired Smithfield Beef Group, Inc. (which we subsequently renamed JBS Packerland),
which included the 100% acquisition of Five Rivers. We refer to this transaction as the JBS Packerland Acquisition.

Critical accounting policies and estimates

The preparation of consolidated financial statements requires us to make estimates and assumptions. These estimates
and assumptions affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the consolidated financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates. The following is a summary of certain accounting
estimates we consider critical. See Note 5, “Basis of presentation and accounting policies,” to our audited combined
financial statements included elsewhere in this prospectus for a detailed discussion of these and other accounting
policies.
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Contingent liabilities

From time to time we are subject to lawsuits, investigations and other claims related to wage and hour/labor, livestock
procurement, securities, environmental, product, taxes and other matters, and are required to assess the likelihood of any
adverse judgments or outcomes to these matters, as well as potential ranges of probable losses. A determination of the
amount of reserves and disclosures required, if any, for these contingencies is made after considerable analysis of each
individual issue. We accrue for contingent liabilities when an assessment of the risk of loss is probable and can be
reasonably estimated. We disclose contingent liabilities when the risk of loss is reasonably possible or probable. Due to
the unpredictable nature of these lawsuits, investigations, and claims, our contingent liabilities reflect uncertainties. The
eventual outcome will result from future events, and determination of current reserves requires estimates and judgments
related to future changes in facts and circumstances, differing interpretations of the law and assessments of the amount of
damages, and the effectiveness of strategies or other factors beyond our control. We have not made any material
changes in the accounting methodology used to establish our contingent liabilities during the past three fiscal years. We
do not believe there is a reasonable likelihood there will be a material change in the estimates or assumptions used to
calculate our contingent liabilities. However, if actual results are not consistent with our estimates or assumptions, we may
be exposed to gains or losses that could be material.

Marketing and advertising costs

We incur advertising, retailer incentive and consumer incentive costs to promote products through marketing programs.
These programs include cooperative advertising, volume discounts, in-store display incentives, coupons and other
programs. Marketing and advertising costs are charged in the period incurred. We accrue costs based on the estimated
performance, historical utilization and redemption of each program. Cash consideration given to customers is considered
a reduction in the price of our products, and thus is recorded as a reduction to sales. The remainder of marketing and
advertising costs is recorded as a selling, general and administrative expense. Recognition of the costs related to these
programs contains uncertainties due to the judgment required to estimate the potential performance and redemption of
each program. These estimates are based on many factors, including experience of similar promotional programs. We
have not made any material changes in the accounting methodology used to establish our marketing accruals during the
past three fiscal years. We do not believe there is a reasonable likelihood there will be a material change in the estimates
or assumptions used to calculate our marketing accruals. However, if actual results are not consistent with our estimates
or assumptions, we may be exposed to gains or losses that could be material.

Accrued self-insurance

We are self-insured for employee medical and dental benefits and purchase insurance policies with deductibles for certain
losses related to worker’'s compensation and general liability claims. We purchase stop-loss coverage in order to limit our
exposure to any significant level of certain claims. Self-insured losses are accrued based upon periodic assessments of
estimated settlements for known and anticipated claims. We have not made any material changes in the accounting
methodology used to establish our self-insurance liability during the past three fiscal years. We do not believe there is a
reasonable likelihood there will be a material change in the estimates or assumptions used to calculate our self-insurance
liability. However, if actual results are not consistent with our estimates or assumptions, we may be exposed to gains or
losses that could be material. A 10% increase in our estimated self-insurance liability at March 29, 2009 would increase
the amount we recorded for our self-insurance liability by approximately $15.4 million.

Impairment of long-lived assets

Long-lived assets are evaluated for impairment whenever events or changes in circumstances indicate the carrying value
may not be recoverable. Examples include a significant adverse change in the extent or manner in which we use a long-
lived asset or a change in its physical condition. When evaluating long-lived assets for impairment, we compare the
carrying value of the asset to the asset’s estimated undiscounted future cash flows. An impairment is indicated if the
estimated future cash flows are less than the carrying value of the asset. The impairment is the excess of the carrying
value over the fair value of the long-lived asset. Our impairment analysis contains uncertainties due to judgment in
assumptions and estimates surrounding undiscounted future cash flows of the long-lived asset, including forecasting
useful lives of assets and selecting the discount rate that reflects the risk inherent in future cash flows to determine fair
value. We have not made any material changes in the accounting methodology used to evaluate the impairment of long-
lived assets during the last three fiscal years. We do not believe there is a reasonable likelihood there will be a material
change in the estimates or assumptions used to calculate impairments of long-lived assets. However, if actual results are
not consistent with our estimates and assumptions used to calculate estimated future cash flows, we may be exposed to
impairment losses that could be material.
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Impairment of goodwill and other non-amortizing intangible assets

Goodwill impairment is determined using a two-step process. The first step is to identify if a potential impairment exists by
comparing the fair value of an operating unit, which for us is a reportable segment, with its carrying amount, including
goodwill. If the fair value of a segment exceeds its carrying amount, goodwill of the segment is not considered to have a
potential impairment and the second step of the impairment test is not necessary. However, if the carrying amount of a
segment exceeds its fair value, a second step is performed to determine if goodwill is impaired and to measure the
amount of impairment loss to recognize, if any. The second step compares the implied fair value of goodwill with the
carrying amount of goodwill. If the implied fair value of goodwill exceeds the carrying amount, then goodwill is not
considered impaired. However, if the carrying amount of goodwill exceeds the implied fair value, an impairment loss is
recognized in an amount equal to that excess.

The implied fair value of goodwill is determined in the same manner as the amount of goodwill recognized in a business
combination (i.e., the fair value of the segment is allocated to all the assets and liabilities, including any unrecognized
intangible assets, as if the segment had been acquired in a business combination and the fair value of the segment was
the purchase price paid to acquire the segment).

For our other non-amortizing intangible assets, if the carrying value of the intangible asset exceeds its fair value, an
impairment loss is recognized in an amount equal to that excess. We have elected to make the last day of the fourth
guarter the annual impairment assessment date for goodwill and other intangible assets. However, we could be required
to evaluate the recoverability of goodwill and other intangible assets prior to the required annual assessment if we
experience disruptions to the business, unexpected significant declines in operating results, cash flows, or upon
divestiture of a significant component of the business.

We estimate the fair value of our segments using various valuation techniques, with the primary technique being a
discounted cash flow analysis. A discounted cash flow analysis requires us to make various judgmental assumptions
about sales, operating margins, growth rates and discount rates. Assumptions about sales, operating margins and growth
rates are based on our budgets, business plans, economic projections, anticipated future cash flows and marketplace
data. Assumptions are also made for varying perpetual growth rates for periods beyond the long-term business plan
period.

While estimating the fair value of our Beef and Pork segments, we assumed operating margins in future years in excess
of the margins realized in the most current year. The fair value estimates for these segments assume normalized
operating margin assumptions and improved operating efficiencies based on long-term expectations and margins
historically realized in the beef and chicken industries.

Other intangible asset fair values have been calculated for trademarks using a royalty rate method and using the present
value of future cash flows for patents and in-process technology. Assumptions about royalty rates are based on the rates
at which similar brands and trademarks are licensed in the marketplace. Our impairment analysis contains uncertainties
due to uncontrollable events that could positively or negatively impact the anticipated future economic and operating
conditions.

We have not made any material changes in the accounting methodology used to evaluate impairment of goodwill and
other intangible assets during the last three years. As a result of the first step of the 2008 goodwill impairment analysis,
the fair value of each segment exceeded its carrying value. The second step could have resulted in an impairment loss for
goodwill.

While we believe we have made reasonable estimates and assumptions to calculate the fair value of the segments and
other intangible assets, it is possible a material change could occur. If our actual results are not consistent with our
estimates and assumptions used to calculate fair value, we may be required to perform the second step which could result
in a material impairment of our goodwill.
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Income taxes

We estimate total income tax expense based on statutory tax rates and tax planning opportunities available to us in
various jurisdictions in which we earn income. Federal income taxes include an estimate for taxes on earnings of foreign
subsidiaries expected to be remitted to the United States and be taxable, but not for earnings considered indefinitely
invested in the foreign subsidiary. Deferred income taxes are recognized for the future tax effects of temporary differences
between financial and income tax reporting using tax rates in effect for the years in which the differences are expected to
reverse. Valuation allowances are recorded when it is likely a tax benefit will not be realized for a deferred tax asset. We
record unrecognized tax benefit liabilities for known or anticipated tax issues based on our analysis of whether, and the
extent to which, additional taxes will be due. This analysis is performed in accordance with the requirements of Financial
Accounting Standards Board Interpretation No. 48, “Accounting for Uncertainty in Income Taxes,” or FIN 48, which we
adopted on May 28, 2007. Changes in tax laws and rates could affect recorded deferred tax assets and liabilities in the
future. Changes in projected future earnings could affect the recorded valuation allowances in the future. Our calculations
related to income taxes contain uncertainties due to judgment used to calculate tax liabilities in the application of complex
tax regulations across the tax jurisdictions where we operate. Our analysis of unrecognized tax benefits contain
uncertainties based on judgment used to apply the more likely than not recognition and measurement thresholds of FIN
48. We do not believe there is a reasonable likelihood there will be a material change in the tax related balances or
valuation allowances. However, due to the complexity of some of these uncertainties, the ultimate resolution may result in
a payment that is materially different from the current estimate of the tax liabilities. To the extent we prevail in matters for
which FIN 48 liabilities have been established, or are required to pay amounts in excess of our recorded FIN 48 liabilities,
our effective tax rate in a given financial statement period could be materially affected. Any change to our valuation
allowance will impact our effective tax rate in a given financial statement period and could materially impact our tax
expense. An unfavorable tax settlement would require use of our cash and result in an increase in our effective tax rate in
the period of resolution. A favorable tax settlement would be recognized as a reduction in our effective tax rate in the
period of resolution.

Recent accounting pronouncements

In February 2008, the FASB issued FASB Staff Position (FSP) No. 157-2, which defers the effective date of SFAS

No. 157, “Fair Value Measurements,” for nonfinancial assets and nonfinancial liabilities, except for items that are
recognized or disclosed at fair value in an entity’s financial statements on a recurring basis, at least annually. We will be
required to adopt for these nonfinancial assets and nonfinancial liabilities as of December 29, 2008. We believe the
adoption of SFAS No. 157 deferral provisions will not have a material impact on our financial position results of operations
or cash flows.

In June 2009, the FASB issued SFAS No. 167, “Amendments to FASB Interpretation No. 46(R),” or SFAS No. 167. SFAS
No. 167 provides for enhanced financial reporting by enterprises involved with variable interest entities and is effective for
fiscal years beginning after November 15, 2009. We are currently evaluating the impact, if any, of SFAS No. 167 on our
financial position, results of operations and cash flows.

Factors affecting our results of operations

Our results of operations have been influenced and will continue to be influenced by a variety of factors. Our management
monitors a number of metrics and indicators that affect our operations, including the following:

e production volume,

« plant capacity utilization,

» sales volume,

« selling prices of beef and pork products,

« customer demands and preferences (see “Risk factors—Risks relating to our business and the beef and pork
industries—Changes in consumer preferences could adversely affect our business”),

« commodity futures board prices for livestock (see “Risk factors—Risks relating to our business and the beef and pork
industries—Our results of operations may be negatively impacted by fluctuations in the prevailing market prices for
livestock” and Note 6, “Derivative financial instruments,” to our unaudited consolidated financial statements included in
this prospectus),

« spread between livestock prices and selling prices for finished goods,
« utility prices and trends,

« livestock availability,

¢ production yield,
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¢ currency exchange rate fluctuations (in particular, between the U.S. dollar and the Australian dollar) (see “Risk
factors—Risks relating to our business and the beef and pork industries—Our export and international operations
expose us to political and economic risks in foreign countries, as well as to risks related to currency fluctuations”), and

e trade barriers, exchange controls and political risk and other risks associated with export and foreign operations. See
“Risk factors—Risks relating to our business and the beef and pork industries—Our export and international operations
expose us to political and economic risks in foreign countries, as well as to risks related to currency fluctuations.”

Our operating results are also influenced by seasonal factors, which impact the price that we pay for livestock as well as
the ultimate price at which we sell our products.

In the beef industry, the seasonal demand for beef products is highest in the summer and fall months as weather patterns
permit more outdoor activities and there is typically an increased demand for higher value items that are grilled, such as
steaks. Both live cattle prices and boxed beef prices tend to be at seasonal highs during the summer and fall. Because of
higher consumption, more favorable growing conditions and the housing of animals in feedlots for the winter months,
there are generally more cattle available in the summer and fall. In Australia, seasonal demand does not fluctuate as
significantly as it does in the United States.

The pork industry has similar seasonal cycles but in different months. It takes an average of 11 months from conception
for a hog to reach market weight. Generally, sows are less productive in summer months, resulting in fewer hogs available
in the spring and early summer, which causes prices of hogs and boxed pork to rise, but production to fall. The highest
demand for pork occurs from October to March, as hog availability and holiday occasions increase the demand for hams,
tenderloins and other higher value pork products. During the quarter ended March 29, 2009, seasonal demand followed
normal historical patterns.

We believe that our results of operations are not materially affected by moderate changes in the inflation rate. Inflation
and changing prices did not have a material effect on our operations in fiscal years 2008, 2007 and 2006. Severe
increases in inflation, however, could affect the global and U.S. economies and could have an adverse effect on our
business, financial condition and results of operations.

Other factors that impact the results of our operations include outbreaks of livestock disease, product contamination or
recalls, our ability to implement our business plan (including our ability to arrange financing when required and on
reasonable terms), and the implementation of our financing strategy and capital expenditure plan.

RESULTS OF OPERATIONS

Our current fiscal year is based on the 52- or 53-week period ending on the last Sunday in December. Our predecessor
company’s fiscal year was based on the 52- or 53-week period ending on the last Sunday in May. We present financial
statements for the following periods:

the fiscal year ended December 24, 2006,

the 198 days from December 25, 2006 through July 10, 2007,

the 173 days from July 11, 2007 (the date of the Swift Acquisition) through December 30, 2007,
the fiscal year ended December 28, 2008, and

the fiscal quarters ended March 30, 2008 and March 29, 2009.

The Swift Acquisition closed on July 11, 2007, and the financial statements for the 198 days from December 25, 2006 to
July 10, 2007 represent the period between the end of the last day of the fiscal year ended December 24, 2006 and the
day prior to the closing of the Swift Acquisition. The periods ended prior to July 11, 2007 are referred to as the
“predecessor” periods. The financial statements for the 173-day period from July 11, 2007 through December 30, 2007
represent the period from the date of the Swift Acquisition through December 30, 2007. The periods ended subsequent to
July 10, 2007 are referred to as the “successor” periods.

On May 26, 2006, we completed the sale of our non-fed cattle business, including our operating plant assets in Omaha,
Nebraska and our idled Nampa, Idaho assets. Due to our significant continuing involvement with the non-fed processing
facilities through a raw material supply agreement, the operating results related to these plants have been reflected in our
continuing operations through the fiscal year ended December 24, 2006.

Our consolidated results of operations for the 198-day period ended July 10, 2007 and the 173-day period ended
December 30, 2007 are not fully comparable to our results for the fiscal year ended December 24, 2006 due to the
change in cost basis and recapitalization that occurred on July 11, 2007.
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Our consolidated results of operations for the fiscal year ended December 28, 2008 are not fully comparable to our results
of operations for the combined 198-day period ended July 10, 2007 and the 173-day period ended December 30, 2007
due to the (1) change in cost basis and recapitalization that occurred on July 11, 2007, (2) Tasman Acquisition that closed
on May 2, 2008 and (3) JBS Packerland Acquisition that closed on October 23, 2008.

Our consolidated results of operations for the fiscal quarter ended March 29, 2009 are not fully comparable to our results
of operations for the fiscal quarter ended March 30, 2008 due to the (1) Tasman Acquisition that closed on May 2, 2008
and (2) JBS Packerland Acquisition that closed on October 23, 2008.

Prior to the Tasman Acquisition, we had significant operations in northern Australia through our legacy Australian
subsidiaries. As a result, even prior to the Tasman Acquisition, the value of the Australian dollar as compared to the U.S.
dollar had an effect on our Australian operations.

Supplemental financial data

The following table presents segment results for the fiscal year ended December 24, 2006, the 198 days ended July 10,
2007, the 173 days ended December 30, 2007, the fiscal year ended December 28, 2008, and the fiscal quarters ended
March 30, 2008 and March 29, 2009.

Predecessor Successor
Fiscal year 198 days 173 days Fiscal year Fiscal quarter Fiscal quarter
ended ended ended ended ended ended
December 24, July 10, | December 30, December 28, March 30, March 29,
in thousands 2006 2007 2007 2008 2008 2009
(audited) (audited) (audited) (audited) (unaudited) (unaudited)
Net sales:
Be€ef..viiiiiiieiiiien, $ 7,576,136 $ 3,757,295 | $ 3,942,231 $ 9,975510 $ 1,935,142 $ 2,680,205
Pork.....coocveviiiiien, 2,152,583 1,234,133 1,063,644 2,438,049 535,509 526,283
Corporate and
other.......coceenee. (37,287) (20,804) (16,891) (51,278) (8,994) (10,149)
Total..cceeeeiiiieeiiees $ 9,691,432 $ 4,970,624 | $ 4,988,984 $ 12,362,281 $ 2,461,657 $ 3,196,339
Depreciation,
amortization
expense and
goodwill
impairment(1):
Be€ef..viiiiiiieiiiien, $ 65,443 $ 32913 | $ 25,627 $ 68,721 $ 14,114  $ 26,568
Pork.....coocvevieiiiinnn, 23,679 11,925 9,617 23,653 5,025 6,784
Total..cceeeeiieeeiiiee $ 89,122 % 44,838 | $ 35244 $ 92,374 $ 19,139 $ 33,352

(1) The fiscal year ended December 24, 2006 included a $4.5 million goodwill impairment charge.
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Fiscal quarter ended March 29, 2009 compared to fiscal quarter ended March 30, 2008

Net sales. Net sales is defined as gross sales (amounts invoiced to customers) less any sales returns and allowances.
We grant allowances that are customary in our business. Net sales for the fiscal quarter ended March 29, 2009 totaled
$3,196.3 million as compared to net sales of $2,461.7 million for the fiscal quarter ended March 30, 2008. Net sales for
the fiscal quarter ended March 29, 2009 increased $734.7 million, or 29.8%, as compared to the fiscal quarter ended
March 30, 2008, primarily reflecting an overall 10% increase in sales volume, which was partially offset by a 6.1% overall
decrease in sales prices. Excluding the JBS Packerland and Tasman Acquisitions, net sales would have been $2,307.1
million for the fiscal quarter ended March 29, 2009, representing a decrease of $154.5 million. This sales price decrease
reflected a 7.3% decrease in Beef segment prices, partially offset by a 4.6% increase in Pork segment prices. Volumes
increased in our Beef segment by 49.4% driven by the JBS Packerland and Tasman Acquisitions (a 1.6% decrease
excluding the JBS Packerland and Tasman Acquisitions primarily due to market conditions, including demand), and a
6.1% decrease in our Pork segment related to overall market conditions, including demand and margins. The addition of
smalls in Australia for the period ended March 29, 2009 was the primary driver of the decline in per unit selling prices. For
calculation of the price changes in the period subsequent to the Tasman Acquisition, we utilized a 12 to 1 ratio of smalls to
cattle equivalents based on relative weights. The value of the Australian dollar as compared to the U.S. dollar decreased
27.0% between the two periods which negatively affected net sales from our international operations included in our Beef
segment.

Cost of goods sold.  Cost of goods sold totaled $3,123.4 million for the fiscal quarter ended March 29, 2009 as compared
to $2,451.4 million for the fiscal quarter ended March 30, 2008. Cost of goods sold increased $671.9 million, or 27.4%, for
the fiscal quarter ended March 29, 2009 as compared to the fiscal quarter ended March 30, 2008. Excluding the JBS
Packerland and Tasman Acquisitions, cost of goods sold would have been $2,268.7 million for fiscal quarter ended

March 29, 2009, representing a decrease of $182.7 million. Cost of goods sold increased 34.6% in our Beef segment as a
result of a 49.4% increase in slaughter volumes (primarily attributable to the JBS Packerland and Tasman Acquisitions),
offset by a 1.6% decrease in slaughter volumes at the legacy Swift beef facilities and an 11.7% decrease in cattle prices
and further offset by a 0.2% decrease in cost of goods sold in our Pork segment (which was driven by a 6.1% decrease in
hog slaughter volumes, partially offset by a 7.2% increase in hog prices). Although total cost of goods sold increased
guarter over quarter due to increased Beef segment production volume, we demonstrated reductions in per head cost for
the following categories: freight costs, hourly wages including overtime, utilities costs (driven by lower natural gas prices),
repairs and maintenance costs and storage costs.

Gross margin percentages. Gross margin percentage (gross profit as a percent of net sales) was 2.3% for the fiscal
guarter ended March 29, 2009 as compared to 0.4% for the fiscal quarter ended March 30, 2008. The increase in gross
margin percentage reflects a 2.7 percentage point increase in our Beef segment, partially offset by a decrease of 1.6
percentage points in our Pork segment. Margin enhancements in our Beef segment reflect cost reductions due to
renegotiation of supply contracts, elimination of certain third-party service providers (including cattle hotelling, lab services
and maintenance service providers) and the insourcing of these items at lower cost, operational yield enhancements
which generated additional pounds to sell from each carcass and improved margins due to enhanced product mix
resulting from increased volume sold to international markets where products like the special cuts described above
generate a higher return. Margin declines in our Pork segment were driven by a 7.2% increase in hog prices, which could
not be fully passed on through higher selling prices, especially for rendered products used for fuel for which demand and
prices decreased due to lower petroleum product prices between the corresponding periods. Excluding the JBS
Packerland and Tasman Acquisitions, gross margin percentage would have been 1.7% for fiscal quarter ended March 29,
2009, representing an increase of 1.3% year over year.

Selling, general and administrative expenses. Selling, general and administrative expenses were $61.6 million for the
fiscal quarter ended March 29, 2009 as compared to $31.0 million for the fiscal quarter ended March 30, 2008. These
expenses increased by $30.6 million, or 98.4%. Excluding the JBS Packerland and Tasman Acquisitions, selling, general
and administrative expenses increased $19.4 million, or 62.4%, when compared to the same period in the prior year.
During the fiscal quarter ended March 29, 2009, we reached an agreement to terminate our efforts to acquire National
Beef Packing Company, LLC, or National Beef, and as a result, we paid a breakage fee to the shareholders of National
Beef totaling $19.9 million, and we recorded as an expense the related incurred legal costs totaling an additional $1.0
million. These non-recurring costs of $20.9 million were recorded in selling, general and administrative expenses in the
“Corporate and other” segment. This increase was partially offset by the effect of the depreciation of 27.0% in the value of
the Australian dollar as compared to the U.S. dollar between the comparative fiscal quarters.
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Foreign currency transaction, net. Foreign currency transaction, net for the fiscal quarter ended March 29, 2009 was a
gain of $5.1 million as compared to a gain of $12.6 million for the fiscal quarter ended March 30, 2008. This $7.5 million
change related to the effects of the variation in the value of the Australian dollar as compared to the U.S. dollar on our
U.S. dollar-denominated intercompany note payable and receivable within Australia. The value of the Australian dollar as
compared to the U.S. dollar depreciated 24.4% between the two period ends.

Interest expense, net. Interest expense, net for the fiscal quarter ended March 29, 2009 was $14.6 million as compared
to $8.1 million for the fiscal quarter ended March 30, 2008. This increase of $6.5 million related to additional borrowings
under our intercompany loans and our revolving credit facility. As part of the Tasman Acquisition, we also assumed
incremental debt. The additional borrowings were used to finance our working capital needs following the JBS Packerland
and Tasman Acquisitions in 2008. In addition, the average interest rate applicable to these borrowings was slightly higher
in the 2009 period as compared to the 2008 period. See Note 16, “Subsequent event,” to our unaudited consolidated
financial statements included elsewhere in this prospectus and “—Liquidity and capital resources.”

Income tax expense, net. Income tax expense, net for the fiscal quarter ended March 29, 2009 was $0.9 million as
compared to $5.6 million for the fiscal quarter ended March 30, 2008. The expense for both periods relates mainly to our
Australian operations as we had established a valuation allowance in the United States. Therefore, the $4.7 million
decrease related to a decrease in our international income.

Net income (loss). As a result of the factors discussed above, our net income for the fiscal quarter ended March 29,
2009 increased to income of $2.3 million from a loss of $18.1 million for the fiscal quarter ended March 30, 2008.

Beef segment

Net sales. Net sales totaled $2,680.2 million for the fiscal quarter ended March 29, 2009 as compared to $1,935.1
million for the fiscal quarter ended March 30, 2008. Net sales increased by $745.1 million, or 38.5%, as a result of an
increase in production volume of 49.4%, which was partially offset by a 7.3% decrease in selling prices. For calculation of
the price changes in the period subsequent to the Tasman Acquisition, we have used a 12 to 1 ratio of smalls to cattle
equivalents based on relative weights. Increases in production related primarily to the JBS Packerland and Tasman
Acquisitions, partially offset by a 1.6% decrease in volume from the legacy Swift beef facilities between the two quarters.
Excluding the JBS Packerland and Tasman Acquisitions, net sales would have been $1,791.0 million for the fiscal quarter
ended March 29, 2009, representing a decrease of $144.2 million, or 7.4%, primarily driven by the 27.0% depreciation of
the Australian dollar compared to the U.S. dollar between the two quarters.

Cost of goods sold. Cost of goods sold totaled $2,619.6 million in the fiscal quarter ended March 29, 2009 as compared
to $1,945.6 million in the fiscal quarter ended March 30, 2008. This increase of $673.9 million, or 34.6%, resulted from a
49.4% increase in slaughter volumes (primarily attributable to the JBS Packerland and Tasman Acquisitions, offset by a
1.6% decrease in slaughter volumes at the legacy Swift beef facilities), further offset by an 11.7% decrease in cattle
prices. Excluding the JBS Packerland and Tasman Acquisitions, cost of goods sold would have been $1,764.9 million for
fiscal quarter ended March 29, 2009, representing a decrease of $180.7 million. The increase in cost of goods sold was
also offset by the 27.0% percent decrease in the value of the Australian dollar as compared to the U.S. dollar.
Notwithstanding the overall increase in cost of goods sold, on a cost per head basis, reductions occurred in hourly
production overtime, maintenance costs, freight (driven by lower diesel fuel prices) and utilities (driven by lower natural
gas prices).

Gross margin percentages. Gross margin percentage (gross profit as a percent of net sales) was 2.3% for the fiscal
guarter ended March 29, 2009 as compared to (0.5)% for the fiscal quarter ended March 30, 2008. Excluding the JBS
Packerland and Tasman Acquisitions, gross margin percentage would have been 1.5% for the fiscal quarter ended
March 29, 2009, representing a 2.0 percentage point increase. The margin improvement in our Beef segment was driven
by improvements in the product mix resulting from identification of higher value markets for certain products, coupled with
manufacturing cost reductions and improved operational efficiency, as further described in the discussion of our
consolidated results above.

Selling, general and administrative expenses. Selling general and administrative expenses were $28.6 million for the
fiscal quarter ended March 29, 2009 as compared to $19.7 million for the fiscal quarter ended March 30, 2008. This
increase of $8.9 million, or 45.4%, resulted primarily from the JBS Packerland and Tasman Acquisitions. Excluding the
JBS Packerland and Tasman Acquisitions, selling, general and administrative expenses totaled $17.4 million for the fiscal
quarter ended March 29, 2009, a decrease of $2.3 million from the fiscal quarter ended March 30, 2008. The decrease
was partially due to the 27.0% depreciation in the value of the Australian dollar as compared to the U.S. dollar between
the comparative quarters.
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Depreciation and amortization expense. Depreciation and amortization expense for the fiscal quarter ended March 29,
2009 was $26.6 million as compared to $14.1 million for the fiscal quarter ended March 30, 2008. This increase of $12.5
million, or 88.2%, related to the JBS Packerland and Tasman Acquisitions. Excluding the JBS Packerland and Tasman
Acquisitions, depreciation and amortization would have decreased $0.5 million, or 3.9%, resulting primarily from the
depreciation recorded on assets placed in service, offset by the impact of assets fully depreciated during the period. See
Note 4, “Property, plant and equipment,” to our unaudited consolidated financial statements included in this prospectus for
more information about how this depreciation and amortization is reflected in our financial statements.

Pork segment

Net sales. Net sales totaled $526.3 million for the fiscal quarter ended March 29, 2009 as compared to $535.5 million for
the fiscal quarter ended March 30, 2008. This decrease in of $9.2 million, or 1.7%, as compared to the fiscal quarter
ended March 30, 2008, was primarily due to an overall 6.1% decrease in volume, partially offset by a 4.6% overall
increase in sales prices.

Cost of goods sold. Cost of goods sold totaled $ 513.9 million for the fiscal quarter ended March 29, 2009 as compared
to $514.8 million for the fiscal quarter ended March 30, 2008. This decrease of $0.8 million, or 0.2%, was primarily a result
of a 6.1% decrease in our Pork segment slaughter volumes partially offset by a 7.2% increase in hog prices. The following
cost categories were reduced on a per head basis: storage, freight (driven by lower diesel fuel prices) and utilities (driven
by lower natural gas prices and increased alternative fuel credits).

Gross margin percentages. Gross margin percentage (gross profit as a percentage of net sales) was 2.3% for the fiscal
guarter ended March 29, 2009 as compared to 3.9% for the fiscal quarter ended March 30, 2008. This decrease of 1.6
percentage points reflects lower sales margins. Gross margin percentage was impacted by a 7.2% increase in hog prices.
Sales margins were also negatively impacted by lower rendered product prices driven by lower petroleum prices. The
following cost categories were reduced on a per head basis: storage, freight (driven by lower diesel fuel prices) and
utilities (driven by lower natural gas prices and increased alternative fuel credits), each of which helped to partially offset
the increase in hog costs.

Selling, general, and administrative expenses. Selling, general, and administrative expenses were $12.0 million for the
fiscal quarter ended March 29, 2009 as compared to $11.4 million for the fiscal quarter ended March 30, 2008. These
expenses increased by $0.6 million, or 5.9%.

Depreciation and amortization. Depreciation and amortization expense for the fiscal quarter ended March 29, 2009 was
$6.8 million as compared to $5.0 million for the fiscal quarter ended March 30, 2008. This increase of $1.8 million, or 35%,
resulted primarily from the depreciation recorded on assets placed in service, partially offset by the impact of assets fully
depreciated during the period. See Note 4, “Property, plant and equipment,” to our unaudited consolidated financial
statements included in this prospectus for more information about how this depreciation and amortization is reflected in
our financial statements.

The 173-day period from July 11, 2007 through December 30, 2007 (successor) compared to the fiscal year ended
December 28, 2008 (successor)

Net sales. Net sales in the 173-day period from July 11, 2007 through December 30, 2007 (successor) were $4,989.0
million compared to $12,362.3 million for the fiscal year ended December 28, 2008 (successor). Net sales per day
increased due to per day volume increases of 12.1%, partially offset by a price decline of 6.4%.

Cost of goods sold. Cost of goods sold totaled $11,917.8 million for the fiscal year ended December 28, 2008
(successor) as compared to $5,013.1 million for the 173-day period from July 11, 2007 through December 30, 2007
(successor). This increase was due to the per day volume increases of 12.1%, partially offset by a price decline of 10.7%.
In addition, the increase is also attributable to the JBS Packerland and Tasman Acquisitions, coupled with the 28.3%
appreciation in the Australian dollar relative to the U.S. dollar between the two periods.

Gross margin percentages. Gross margin percentage (gross profit as a percentage of net sales) in the 173-day period
from July 11, 2007 through December 30, 2007 (successor) was (0.5)% compared to 3.6% for the fiscal year ended
December 28, 2008 (successor). The increase in gross margin percentage in the more recent period was due principally
to continuing improvements in production throughput, operating costs, efficiency and product yields as employees hired
subsequent to the December 12, 2006 investigation by the U.S. Department of Homeland Security’s Immigration and
Customs Enforcement division, or the ICE event, gained the ability to perform at the level of pre-ICE event production
employees. See “Risk factors—Risks relating to our business and the beef and pork industries—Our performance
depends on favorable labor relations with our employees and our compliance with labor laws. Any deterioration of those
relations or increase in labor costs due to our compliance with labor laws could adversely affect our business.”
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Selling, general and administrative expenses. Selling, general and administrative expenses in the 173-day period from
July 11, 2007 through December 30, 2007 (successor) were $60.7 million compared to $148.8 million for the fiscal year
ended December 28, 2008 (successor). Selling, general and administrative expenses per day increased due to the JBS
Packerland and Tasman Acquisitions, more than offsetting the favorable impact of the company’s de-layering of
management effective July 13, 2007 and the renegotiation of professional service contracts in the areas of audit, tax and
legal services. In addition, the Australian dollar appreciated relative to the U.S. dollar by 28.3% between the two periods.

Foreign currency transaction, net. Foreign currency transaction, net was a net $5.2 million gain in the 173-day period
from July 11, 2007 to December 30, 2007 as compared to a net $76.0 million loss in the fiscal year ended December 28,
2008. The foreign currency transaction loss resulted from the depreciation of the Australian dollar relative to the U.S.
dollar by 22.1% between the two period ends applied against a $250 million intercompany note payable between JBS
Swift Australia Pty Ltd and its U.S. parent company.

Interest expense, net. Interest expense, net for the 173-day period from July 11, 2007 through December 30, 2007
(successor) was $34.3 million compared to $36.4 million for the fiscal year ended December 28, 2008 (successor). This
increase of 5.9% in the more recent period as compared to the prior period reflects the fact that borrowings decreased an
average of $393.2 million due primarily to improved operating cash flows, as well as a one-time cost of $12.7 million
incurred in the 2007 period associated with an unconsummated debt offering in July 2007.

Income tax expense (benefit). Income tax expense, net for the 173-day period from July 11, 2007 through December 30,
2007 (successor) was $1.0 million as compared to $31.2 million for the fiscal year ended December 28, 2008. This $30.2
million increase is related primarily to a change in our valuation allowance due to the JBS Packerland Acquisition in which
we acquired additional deferred income tax liabilities.

Net income (loss). As a result of the factors discussed above, we had net income for the fiscal year ended
December 28, 2008 of $161.1 million as compared to an $111.6 million net loss for the 173-day period from July 11, 2007
to December 30, 2007.

The 198-day period from December 25, 2006 to July 10, 2007 (predecessor) compared to the fiscal year ended
December 24, 2006 (predecessor)

Net sales. Net sales for the 198-day period from December 25, 2006 to July 10, 2007 (predecessor) were $4,970.6
million compared to $9,691.4 million for the fiscal year ended December 24, 2006 (predecessor). Net sales per day
decreased due to volume decreases of 5.2% offset by price increases of 5.6%. In addition, the value of the Australian
dollar as compared to the U.S. dollar decreased 7.1% between the two periods.

Cost of goods sold. Cost of goods sold totaled $4,920.6 million for the 198-day period from December 25, 2006 to

July 10, 2007 (predecessor) as compared to $9,574.7 million for the fiscal year ended December 24, 2006 (predecessor).
Cost of goods sold per day decreased due to volume decreases of 5.2%, partially offset by price increases of 5.9%. In
addition, the value of the Australian dollar as compared to the U.S. dollar decreased 7.1% between the two periods.

Gross margin percentages. Gross margin percentage (gross profit as a percentage of net sales) for the 198-day period
from December 25, 2006 to July 10, 2007 (predecessor) was 1.0% as compared to 1.2% for the fiscal year ended
December 24, 2006 (predecessor). This decrease in gross margin percentage in the more recent period was due
principally to the negative impact of the ICE event on production throughput, operating costs, efficiency and product yields
as lesser-trained replacement workers were not able to perform at the level of pre-ICE event production employees. See
“Risk factors—Risks relating to our business and the beef and pork industries—Our performance depends on favorable
labor relations with our employees and our compliance with labor laws. Any deterioration of those relations or increase in
labor costs due to our compliance with labor laws could adversely affect our business.”

Selling, general and administrative expenses. Selling, general and administrative expenses for the 198-day period from
December 25, 2006 to July 10, 2007 (predecessor) were $92.3 million as compared $158.8 million for the fiscal year
ended December 24, 2006 (predecessor). Selling, general and administrative expense per day increased between the two
periods primarily as a result of the one-time costs of approximately $13.0 million incurred relating sell-side expenses
incurred by our predecessor in connection with the Swift Acquisition, including legal costs, employee severance costs and
employee retention bonuses accrued as earned in the days immediately prior to the acquisition. These costs were
partially offset by a decrease of 7.1% in the value of the Australian dollar as compared to the U.S. dollar between the two
periods.

Interest expense. Interest expense for the 198-day period December 25, 2006 to July 10, 2007 (predecessor) was $66.4
million as compared to $118.8 million for the fiscal year ended December 24, 2006 (predecessor). Interest expense on a
per day basis increased 2.8% in the more recent period as compared to the prior fiscal year as borrowings had increased
an average of $136.4 million due primarily to negative operating cash flows resulting from the ICE event impact on
production volumes.
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Income tax expense (benefit). Income tax benefit, net for the 198-day period from December 25, 2006 to July 10, 2007
(predecessor) was $18.4 million as compared to $37.3 million for the fiscal year ended December 24, 2006. This $18.9
million decrease related primarily to a change in our valuation allowance due to our history of losses in the United States.

Net loss. As a result of the factors described above, we recorded a net loss for the 198-day period ended July 10, 2007
of $83.0 million, as compared to a net loss incurred in the fiscal year ended December 24, 2006 of $117.4 million.

Pro forma results of operations

Our consolidated results of operations for the fiscal quarter ended March 29, 2009 are not fully comparable to our results
of operations for the fiscal quarter ended March 30, 2008 due to (1) the Tasman Acquisition that closed on May 2, 2008
and (2) the JBS Packerland Acquisition that closed on October 23, 2008.

In addition, our consolidated results of operations for the fiscal year ended December 28, 2008 are not fully comparable to
our results of operations for the fiscal year ended December 30, 2007 due to (1) the change in cost basis and
recapitalization that occurred on July 11, 2007 in connection with the Swift Acquisition, (2) the Tasman Acquisition that
closed on May 2, 2008 and (3) the JBS Packerland Acquisition that closed on October 23, 2008.

In light of these transactions, as well as the offering and sale of our 11.625% senior unsecured notes due 2014 that
occurred in April 2009, and in order to facilitate an analysis of our financial information, we are presenting pro forma
statements of operations for the fiscal quarter ended March 29, 2009 and for the fiscal year ended December 28, 2008.
See “Unaudited pro forma financial statements.”

We are also presenting supplementary pro forma statements of operations for the following periods for comparative
purposes:

« the fiscal quarter ended March 30, 2008 as if (a) our offering of our 11.625% senior unsecured notes due 2014 and the
application of proceeds therefrom, and (b) the JBS Packerland Acquisition, in each case, had occurred at the beginning
of the period presented; and

« the fiscal year ended December 30, 2007 as if (a) the change in cost basis and recapitalization that occurred on
July 11, 2007 in connection with the Swift Acquisition and (b) the JBS Packerland Acquisition, in each case, had
occurred at the beginning of the period presented.

The following unaudited pro forma statements of operations tables reflect pro forma adjustments that are described in the
accompanying notes and are based on available information and certain assumptions that we believe are reasonable
under the circumstances, and the actual results could differ materially from these anticipated results. In our opinion, all
adjustments that are necessary to present fairly the unaudited pro forma consolidated data have been made. The
following unaudited pro forma statements of operations tables are presented for informational purposes only and do not
purport to be indicative of what would have occurred had the JBS Packerland Acquisition, Tasman Acquisition, Swift
Acquisition or the offering of our 11.625% senior unsecured notes due 2014 and the application of the proceeds therefrom
actually been consummated at the beginning of the period presented, nor are they necessarily indicative of our future
consolidated operating results.
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Unaudited pro forma combined statement of operations
for the fiscal quarter ended March 29, 2009

JBS USA JBS USA
Holdings, Inc. Holdings, Inc.
March 29, 2009 Adjustments March 29, 2009
in thousands, except for earnings per share Historical (+) Notes Pro forma
NEL SAIES ..o $ 3,196,339 $ — $ 3,196,339
Cost of goods sold 3,123,358 — 3,123,358
GroSS Profit.....eeeeeee e 72,981 — 72,981
Selling, general and administrative expenses............cccuee.... 61,598 — 61,598
Foreign currency transaction gains (5,075) — (5,075)
Other INCOME....ccii i (1,475) — (1,475)
Loss on sales of property, plant and equipment................... 180 — 180
INterest eXpenSe, NEt.........cccoviviiiiiieiee e 14,592 10,024  (a) 24,616
TOtal EXPENSES ..eeiiiieiei it 69,820 10,024 79,844
Income (loss) from continuing operations before income
€= ¥ QPP PP PP PP PPPPPPPPPPPPPPIRt 3,161 (10,024) (6,863)
Income tax expense (benefit).......cccccovceeeiiiiei e, 909 (3,509) (b) (2,600)
NEet iNCOME (I0SS) ....uvvviiiiiiie et e $ 2252 $ (6,515) $ (4,263)
Basic and diluted net income (loss) per share...................... $ 22,520.00 $ (42,630.00)
(a) Reflects the following adjustments to interest expense, net relating to the transactions:
Debt issuance amortization, 11.625% senior unsecured Notes due 20L4(I) ......ccueriuiriiiiiiiiiiiie e $ 117
Debt discount accretion, 11.625% senior unsecured Notes duE 20LA(I1) .......cueeiriiiiriiiiii i 1,950
Interest expense, 11.625% senior unsecured notes due 2014(iii) . 16,302
Interest expense, INtErCOMPANY TEDT(IV) ... .ccuuuteiirit ettt ettt ettt e st e et et s 1ab et e ea b e e e b et e e bt e e e st e e e eab et e eabb e e e bbbt e s be e e snbeeeenbneesnnneeens (8,345)
TOtal INErESt EXPENSE, NMEL(V) ...ttt bbb e h e b e h e s ha e s e b e e oo h e e e b e e e s b e e R e e b e e e b b e ea b e e b e e b e e sbaese e e ne e sneeseaesnneens $ 10,024
(i)  Includes pro forma interest expense for the amortization of debt issuance costs on $560.9 million of our 11.625% senior unsecured notes due 2014 for
the period from December 29, 2008 through March 29, 2009, calculated on a straight-line basis.
(i)  Includes pro forma interest expense for the accretion of the bond discount on $560.9 million of our 11.625% senior unsecured notes due 2014 for the
period from December 29, 2008 through March 29, 2009, calculated on a straight-line basis.
(i) Includes pro forma interest expense for the period from December 29, 2008 through March 29, 2009 on $560.9 million ($519.6 million of proceeds plus
$39.0 million of bond discount and $2.3 million of debt issuance cost) of our 11.625% senior unsecured notes due 2014.
(iv) Includes the reduction of pro forma interest expense for our intercompany loans due to the $519.6 million reduction in the aggregate principal amount of
those intercompany loans using a portion of the net proceeds of our 11.625% senior unsecured notes due 2014,
(v) We have applied the adjustments in clauses (i), (ii) and (i) above to $560.9 million in proceeds, bond discount and debt issuance costs of our 11.625%

(b)

senior unsecured notes due 2014 because that is the amount of debt we would have to have issued to repay the portion of our intercompany loans from
JBS S.A. described in clause (iv) above. The total principal amount of our 11.625% senior secured notes due 2014 is $700.0 million, and our pro forma
interest expense accordingly does not purport to be indicative of what our interest expense will be in the future.

Reflects the tax effect of the pro forma adjustments at an estimated 35% effective tax rate.
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Unaudited pro forma combined statement of operations for the
fiscal quarter ended March 30, 2008

JBS USA JBS JBS JBS JBS USA
Holdings, Inc. Packerland Packerland Packerland Five Rivers Five Rivers Holdings, Inc.
Adjustment
for 50%
December 31, equity Adjustment December 31, Adjustment
December 31, 2007 through interest in for assets 2007 through for assets December 31,
2007 through March 30, Five not March 30, not Adjustment 2007 through
March 30, 2008 Rivers acquired 2008 acquired for March 30,
2008 (a)(i) (b) (c)() (a)(ii) (c)(ii)  transaction 2008
Historical Historical Historical Notes Pro forma
in thousands,
except
earnings per
share () 6] ©) Q) ) Q) 6]
Net sales ............. $ 2,461,657 $ 729,130 $ — 3% 775 % 480,701 $ 325,614 $ (960) (d) $ 3,344,139
Cost of goods

SOId .eveeveeenn, 2,451,413 696,897 — (3,389) 473,618 329,215 2,705  (d),(e) 3,298,807
Gross profit.......... 10,244 32,233 — 4,164 7,083 (3,601) (3,665) 45,332
Selling, general

and

administrative

expenses ....... 31,042 22,168 — 6,319 3,473 — 1,202 (e) 51,566
Foreign currency

transaction

gains.............. (12,614) — — — — — — (12,614)
Other income

(expense)....... (3,782) 2,136 884 1,290 (78) 42 — (3,940)
Loss on sales of

property,

plant and

equipment...... 19 1 — — 2 — — 22
Interest expense,

(1] SO 8,108 10,352 — 10,402 5,453 5,453 12,172 ® 20,230
Total expenses.... 22,773 34,657 884 18,011 8,850 5,495 13,374 55,264
Loss from

continuing

operations

before income

| 2= N COP (12,529) (2,424) (884) (13,847) (1,767) (9,096) (17,037) (9,932)
Income tax

expense

(benefit).......... 5,613 558 — 558 — — 907 )] 6,520
Net income (loss). $ (18,142) $ (2,982) $ (884) $  (14,405) $ 1,767) $ (9,096) $  (17,946) $ (16,452)

Basic and diluted
net income
(loss) per

share.............. $ (181,420.00)

$ (164,520.00)

(@) Represents the historical results of
(i) JBS Packerland, and

(i) Five Rivers

for the period from December 31, 2007 through March 30, 2008.

(b)

Represents the elimination of the 50% equity interest in Five Rivers from the historical results of JBS Packerland for the period December 31, 2007 through

March 30, 2008. On a pro forma basis, the results of Five Rivers are reflected on a fully consolidated basis as part of the JBS Packerland Acquisition.

(©

Reflects the elimination of assets not acquired for
(i) JBS Packerland, and
(i)

Five Rivers.

The adjustment for assets not acquired includes (1) revenue and expenses associated with cattle owned by Smithfield Beef Group, Inc. that were retained by
Smithfield Foods, Inc., (2) revenue and expenses associated with cattle owned by Five Rivers that were retained by Smithfield Foods, Inc., (3) the elimination
of corporate overhead charge by Smithfield Foods, Inc. and (4) other assets and insignificant businesses not acquired and liabilities not assumed.

(d)

segment for the period from December 31, 2007 through March 30, 2008.

()

Reflects the elimination of $0.9 million of intercompany sales and $0.9 million of cost of goods sold between JBS Packerland and our legacy Swift Beef

Represents the adjustment of $3.6 million to historical cost of goods sold and $1.2 million for selling, general and administrative expense to reflect

depreciation and amortization expense based on the estimated fair values and useful lives of identified tangible and intangible assets for JBS Packerland and
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Five Rivers based on a preliminary third-party valuation report. The purchase price allocation is preliminary pending completion of independent valuations of
identified tangible and intangible assets acquired and certain liabilities acquired, including, but not limited to deferred taxes. The allocation of the purchase
price presented below is preliminary and subject to change. The allocation presented below reflects the estimated fair value of the individual assets and
liabilities as of October 23, 2008 (in thousands), and the following table details the purchase price components:

Purchase price allocation:

Purchase price paid t0 PrevioUS SHArENOIUEIS ..........couiiiiiii ettt e st e et e s bt e e s e e st e et b e e s naneeennbeeennnes $537,068
[T g Lo [ [ =T o A S o 1=T 1= TP PP OP PP PPPPPPRPP 26,134
TOLAI PUICRASE PIICE ...t h e bbb bbb e e b e e h b e e h e e e e b e e b e e e b e e e e e e b e e h e s b e e s s b e e b e sheesaa e s n e s seeesae e s $563,202

Preliminary purchase price allocation:
(@A N T =T A= ETSY =Y 5= T Lo T Lo $43,052
Property, plant and @qUIPMENT(I) ........oouoiiii e n 423,955
Deferred tax liabilities (142,997)
(0o T 1T USSP 95,998
[LalecTa o] o] (o TS= ) Y () IO PO PRSP PUPPRPPROI 138,023
Other noncurrent asSEtS AN IADIITIES, NMET .. ....uuueireiitiiii s e s se e saessaasseassssassaasssassssesansssnsssnsssnssssnsnnnnnnsnnnnnnnnnnn, 5,171
$563,202

Total PUIChASE PrICE AIIOCALION ......c..tiiiiiii ettt ottt oo ettt o ae et et e oo e b et e o bt e e ek et e nab et e e et e e e e be e e et e e e nane e e nebeeentneeens

(i)  Property, plant and equipment was recorded at fair value at the date of the JBS Packerland Acquisition. Depreciation and amortization is recorded
using the straight-line method over the estimated useful lives of the assets as follows:

Furniture, fixtures, office equipment and Other.............c.ccoiiiiiiiiiiiii 5to 7 years
Machinery and equipment............ccccveevreeeennen. ... 5to 15 years

Buildings and improvements .. 15 to 40 years
Leasehold improvements... shorter of useful life or the lease term

(i) Intangible assets include customer relationships and customer contracts resulting from the JBS Packerland Acquisition that are being amortized on an
accelerated basis over 21 and 10 years, respectively. These represent management’s estimates of the period of expected economic benefit and annual

customer profitability.
(f)  Reflects the following adjustments to interest expense, net relating to the transactions:

Debt issuance amortization, 11.625% senior unsecured NOtES AUE 20L4(1) ......eeeiurieiiireeiiiieeeieee st e et e et e e bbe e st e e sbee e e bbee s snbeeessbeeesnneeeens $117
Debt discount accretion, 11.625% senior unsecured NOtES AUE 20L4(I1) .....eiiiuvriiiiiiieiiiie ittt sttt e s be e e s b e e e bbe e s snbeeessbaeesraeeeans 1,950
Interest expense, 11.625% senior unsecured notes due 2014(iii) 16,302
INtErest EXPENSE, OTNET AEDT(IV) .. ..eteeiieetee ittt ettt ettt h ettt e e bkt ea e e bt ekt e e b et ea bt et e e nb e e nhe e et e e naeenbeesheeenneenneenne e e (6,197)

$12,172

L)L L (=] (o A e o= g T =1 { () IO P P TOPPPOPPPPPRPOE
(i)  Includes pro forma interest expense for the amortization of debt issuance costs on $560.9 million of our 11.625% senior unsecured notes due 2014 for
the period from December 31, 2007 through March 30, 2008, calculated on a straight-line basis.
(i)  Includes pro forma interest expense for the accretion of the bond discount on $560.9 million of our 11.625% senior unsecured notes due 2014 for the
period from December 31, 2007 through March 30, 2008, calculated on a straight-line basis.
(i)  Includes pro forma interest expense on $560.9 million ($519.6 million of proceeds plus $39.0 million of bond discount and $2.3 million of debt issuance
cost) of our 11.625% senior unsecured notes due 2014 for the period from December 31, 2007 through March 30, 2008.
(iv) Includes the reduction of pro forma interest expense for the period from December 31, 2007 through March 30, 2008 on our outstanding bank debt and
intercompany loans from JBS S.A. due to a $519.6 million reduction in the aggregate principal amount of those intercompany loans using a portion of
the net proceeds of our 11.625% senior unsecured notes due 2014.
(v) We have applied the adjustments in clauses (i), (ii) and (i) above to $560.9 million in proceeds, bond discount and debt issuance costs of our 11.625%
senior unsecured notes due 2014 because that is the amount of debt we would have to have issued to repay the portion of our intercompany loans from
JBS S.A. described in clause (iv) above. The total principal amount of our 11.625% senior secured notes due 2014 is $700.0 million, and our pro forma
interest expense accordingly does not purport to be indicative of what our interest expense will be in the future.

(g) Reflects the tax effect of the pro forma adjustments at an estimated 35% effective tax rate.

Pro forma fiscal quarter ended March 29, 2009 compared to the pro forma fiscal quarter ended March 30, 2008

Net sales. Net sales were $3,196.3 million for the pro forma fiscal quarter ended March 29, 2009 as compared to
$3,344.1 million for the pro forma fiscal quarter ended March 30, 2008. Net sales decreased by $147.8 million, or 4.4%,
due to a sales price decrease of 10.6% in Beef segment prices coupled with a decrease in slaughter volumes of 1.6% in
the legacy Swift beef facilities and a 6.1% decrease in hog slaughter volumes in our Pork segment, which was partially
offset by a 4.6% increase in Pork segment prices. The addition of smalls in Australia for the period ended March 29, 2009
was the primary driver of the decline in per unit selling prices in our Beef segment. For calculation of the price changes in
the period subsequent to the Tasman Acquisition, we have used a 12 to 1 ratio of smalls to cattle equivalents based on
relative weights. The value of the Australian dollar as compared to the U.S. dollar declined 27.0% between the two
periods. The 1.6% decrease in slaughter volumes was primarily due to overall differences in market conditions, including
demand and margins, and the 6.1% decrease in the Pork segment was primarily due to overall differences in market
conditions, including demand and margins.
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Cost of goods sold. Cost of goods sold totaled $3,123.4 million for the pro forma fiscal quarter ended March 29, 2009 as
compared to $3,298.8 million for the pro forma fiscal quarter ended March 30, 2008. Cost of goods sold decreased $175.5
million, or 5.3%, for the pro forma fiscal quarter ended March 29, 2009 as compared to the pro forma fiscal quarter ended
March 30, 2008. Cost of goods sold declined in our Beef segment as a result of an 11.7% decrease in cattle prices
coupled with a 1.6% decrease in slaughter volumes in the legacy Swift beef facilities. In addition, we recorded a 0.2%
decrease in cost of goods sold in our Pork segment driven by a 6.1% decrease in slaughter volumes, partially offset by a
7.2% increase in hog prices. We demonstrated reductions in per head cost for the following categories: lower freight
costs, hourly wages including overtime, utilities costs (driven by lower natural gas prices), repairs and maintenance costs
and storage costs.

Gross margin percentages. Gross margin percentage (gross profit as a percentage of net sales) was 2.3% for the pro
forma fiscal quarter ended March 29, 2009 as compared to 1.4% for the pro forma fiscal quarter ended March 30, 2008.
This increase reflected improvements in sales markets which place higher value on certain cuts, reductions in our
operating costs and improvements in plant efficiency and yields. The increase also reflects a margin increase of 1.4% in
our Beef segment, partially offset by a margin decrease of 1.5% in our Pork segment. Margin enhancements in our Beef
segment reflect cost reductions due to renegotiation of supply contracts, elimination of certain third- party service
providers (including cattle hotelling, lab services, and maintenance service providers) and the insourcing of these items at
lower cost, operational yield enhancements which generated additional pounds to sell from each carcass and improved
margins due to enhanced product mix resulting from the increases in volumes sold to international markets where
products like the special cuts described above generate a higher return. Margin declines in our Pork segment were driven
by a 7.2% increase in hog prices which could not be fully passed on through higher selling prices, especially for rendered
products used for fuel for which demand and prices were lower due to lower petroleum product demand and prices from
period to period.

Selling, general and administrative expenses. Selling, general and administrative expenses were $61.6 million for the
pro forma fiscal quarter ended March 29, 2009 as compared to $51.6 million for the pro forma fiscal quarter ended
March 30, 2008. These expenses increased by $10.0 million, or 19.4%. During the pro forma fiscal quarter ended
March 29, 2009, we reached an agreement to terminate our efforts to acquire National Beef, and as a result, we paid a
breakage fee to the shareholders of National Beef totaling $19.9 million, and we recorded as an expense the related
incurred legal costs totaling an additional $1.0 million. These non-recurring costs, totaling $20.9 million were recorded in
selling, general and administrative expenses in the “Corporate and other” segment. This increase was partially offset by
the effect of the depreciation of 27.0% in the value of the Australian dollar as compared to the U.S. dollar between the
comparative fiscal quarters.

Foreign currency transaction, net. Foreign currency transaction, net for the pro forma fiscal quarter ended March 29,
2009 was a gain of $5.1 million as compared to a gain of $12.6 million for the pro forma fiscal quarter ended March 30,
2008. This $7.5 million decrease related to the variation in the value of the Australian dollar as compared to the U.S. dollar
on our U.S. dollar-denominated intercompany note payable and receivable within Australia. The value of the Australian
dollar as compared to the U.S. dollar depreciated 24.4% between the two period ends.

Interest expense, net. Interest expense was $24.6 million for the pro forma fiscal quarter ended March 29, 2009 as
compared to $20.2 million for the pro forma fiscal quarter ended March 30, 2008. Interest expense increased by $4.4
million, or 21.8%, due primarily to increased borrowings under our revolving credit facility in 2009 that accrued interest at
a higher average interest rate than the interest rate applicable to our intercompany loans in 2008.

Income tax expense, net. Income tax expense, net for the pro forma fiscal quarter ended March 29, 2009 was a benefit
of $2.6 million as compared to an expense of $6.5 million for the pro forma fiscal quarter ended March 30, 2008. The
expense for both periods relates mainly to our Australian operations as we had established a valuation allowance in the
United States. Therefore, the $9.1 million decrease related to a decrease in our international income.

Net income. Our pro forma net income for the fiscal quarter ended March 29, 2009 was a loss of $4.3 million compared
to a loss of $16.5 million in the prior period as a result of the factors described above.
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Unaudited pro forma combined statement of operations for

the fiscal year ended December 28, 2008

JBS USA JBS JBS JBS JBS USA
Holdings, Inc. Packerland Packerland Packerland Five Rivers  Five Rivers Holdings, Inc.
Adjustment
December 31, for 50% Adjustment December 31, Adjustment
Fiscal year 2007 through equity for assets 2007 through for assets ) Fiscal year
ended October 22, interest in not October 22, not Adjustment ended
December 28, 2008 Five Rivers acquired 2008 acquired _fOf December 28,
2008 @)() (b) ©)(@) (a)(ii) (c)(iiy _transaction 2008
Historical Historical Historical Notes Pro forma
in thousands,
except
earnings
per share *) *) 8] 8] *) ) *)
Net sales ............ $ 12,362,281 $ 2,548,224 $ —  $ 4,923 $ 1,461,140 $ 912920 $ (8,011) d $ 15,445,791
Cost of goods
sold............... 11,917,777 2,397,551 — 4,949 1,511,462 988,814 4,724 (d),(e) 14,837,751
Gross profit
(10SS)...cveune. 444,504 150,673 — (26) (50,322) (75,894) (12,735) 608,040
Selling, general
and
administrative
expenses ...... 148,785 78,793 — 24,017 11,093 9 4,052 (e) 218,697
Foreign currency
transaction
losses............ 75,995 — — — — — — 75,995
Other income,
Net......ccveeuvene (10,107) 44,465 39,139 5,555 (208) (74) — (10,470)
Loss on sales of
property,
plant and
equipment..... 1,082 107 — — 131 224 — 1,096
Interest expense,
36,358 30,837 — 31,005 16,940 16,940 46,431 ® 82,621
Total expenses... 252,113 154,202 39,139 60,577 27,956 17,099 50,483 367,939
Income (loss)
from
continuing
operations
before............ 192,391 (3,529) (39,139) (60,603) (78,278) (92,993) (63,218) 240,101
Income tax
expense........ 31,287 2,222 — 2,222 — — 16,699 (9) 47,986
Net income (loss) $ 161,104 $ (5,751) $ (39,139) $ (62,825) $ (78,278) $ (92,993) $ (79,917) $ 192,115

Basic and diluted
net income
(loss) per
share.............

$1,611,040.00

$ 1,921,150.00

@

(i) JBS Packerland, and

(i)

Five Rivers

Represents the historical results of

for the period from December 31, 2007 through October 22, 2008.

(b)

Represents the elimination of the 50% equity interest in Five Rivers from the historical results of JBS Packerland for the period December 31, 2007 through

October 22, 2008. On a pro forma basis, the results of Five Rivers are reflected on a fully consolidated basis as part of the JBS Packerland Acquisition.

©

(i) JBS Packerland, and

(i)

Five Rivers.

Reflects the elimination of assets not acquired for

The adjustment for assets not acquired includes (1) revenue and expenses associated with cattle owned by Smithfield Foods, Inc. that were retained by
Smithfield Foods, Inc., (2) revenue and expenses associated with cattle owned by Five Rivers that were retained by Smithfield Foods, Inc., (3) the elimination
of corporate overhead charge by Smithfield Foods, Inc. and (4) other assets and insignificant businesses not acquired and liabilities not assumed.

(d)

period from December 31, 2007 through October 22, 2008.

()

Reflects the elimination of $8.0 million of intercompany sales and $8.0 million of cost of goods sold between JBS Packerland and our Beef segment for the

Represents the adjustment of $12.7 million to historical cost of goods sold and to selling, general and administrative expense of $4.1 million to reflect

depreciation and amortization expense based on the estimated fair values and useful lives of identified tangible and intangible assets for JBS Packerland and
Five Rivers based on a preliminary third-party valuation report. The purchase price allocation is preliminary pending completion of independent valuations of
identified tangible and intangible assets acquired and certain liabilities acquired, including, but not limited to deferred taxes. The allocation of the purchase
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price presented below is preliminary and subject to change. The allocation presented below reflects the estimated fair value of the individual assets and
liabilities as of October 23, 2008 (in thousands), and the following table details the purchase price components:

Purchase price allocation:

Purchase price paid t0 PrevioUS SHArENOIOEIS ... ....coiuuiiiiiiie ettt e e s bt e et e e e e bb e e e bb e e e anb e e e aabb e e e abbeeeanbeeeenbeeennns $537,068
(R II= La Lo I L = To A o o =T 1= TP PP PPPRPPPR 26,134
LI = U o1 (ol g T ET R o ot OO PPPPON $563,202
Preliminary purchase price allocation:
CUITENt ASSELS AN NADIITIES .....uvviiiiiiiiiiiitt e e e e e s e e s eeesaeasaaasaaasaaassaassssssassansssasssnsssassssssssssssnssanssanssnnssnnnsnnnnnnnnnns $43,052
Property, plant and equipment(i). . 423,955
[ D223 =T =T I e P oY o =T PSPPSR TP PP OTPR PN (142,997)
0T To AT/ 95,998
Intangible assets(ii) 138,023
Other noncurrent assets and liabilities, net.... 5,171
Total pUrchase PriCe @lIOCALION ............iiiiiiiiiii e s ee e bbb e s e e e e h e sb e e s b e s n e sr e s e e s e e sae e s $563,202

(i) Property, plant and equipment was recorded at fair value at the date of the JBS Packerland Acquisition. Depreciation and amortization is recorded
using the straight-line method over the estimated useful lives of the assets as follows:

Furniture, fixtures, office equipment and Other ... 5to 7 years

Machinery and equipment..........ccoccvveviveenne .5to 15 years

Buildings and improvements . ..15 to 40 years

Leasehold improvements shorter of useful life or the lease term

(i)  Intangible assets include customer relationships and customer contracts resulting from the JBS Packerland Acquisition that are being amortized on an
accelerated basis over 21 and 10 years, respectively. These represent management'’s estimates of the period of expected economic benefit and annual
customer profitability.

Reflects the following adjustments to interest expense, net relating to the transactions:

Debt issuance amortization, 11.625% senior unsecured Notes due 20L4(I) ......ccueriuiriiiiiiiiiiiie e $ 467
Debt discount accretion, 11.625% senior unsecured NOtES AUE 20LA(I1) .....eeirurriiiirieiiiie ittt ettt ettt e st e et e s nne e e ssbneesaneeans 7,802
Interest expense, 11.625% senior unsecured NOES AUE 20LA(I11) .....ccvveeirerieiirie ittt e e et e st e s be e e et e s sae e e esbneesnaneeens 65,209
Interest expense, INtErCOMPANY TEDT(IV) ... .ccuuuteiirit ettt ettt ettt e st e et et s 1ab et e ea b e e e b et e e bt e e e st e e e eab et e eabb e e e bbbt e s be e e snbeeeenbneesnnneeens (27,047)
Total INTEreSt EXPENSE, NEI(V) .....eiiiiiii it r et b e e b s h e s b e e b e e e b e e e R b e e s e e b e e e b b e e e b e e b e e b e e sh b se e s ne e sn e e seaesnneens $46,431

(i)  Includes pro forma interest expense for the amortization of debt issuance costs on $560.9 million of our 11.625% senior unsecured notes due 2014 for
the period from December 31, 2007 through December 28, 2008, calculated on a straight-line basis.

(i)  Includes pro forma interest expense for the accretion of the bond discount on $560.9 million of our 11.625% senior unsecured notes due 2014 for the
period from December 31, 2007 through December 28, 2008, calculated on a straight-line basis.

(iii)  Includes pro forma interest expense on $560.9 million ($519.6 million of proceeds plus $39.0 million of bond discount and $2.3 million of debt issuance
cost) of our 11.625% senior unsecured notes due 2014 for the period from December 31, 2007 through December 28, 2008.

(iv) Includes the reduction of pro forma interest expense for the period from December 31, 2007 through December 28, 2008 on our consolidated
intercompany loans from JBS S.A. due to a $519.6 million reduction in the aggregate principal amount of those intercompany loans using a portion of
the net proceeds of our 11.625% senior unsecured notes due 2014.

(v) We have applied the adjustments in clauses (i), (ii) and (i) above to $560.9 million in proceeds, bond discount and debt issuance costs of our 11.625%
senior unsecured notes due 2014 because that is the amount of debt we would have to have issued to repay the portion of our intercompany loans from
JBS S.A. described in clause (iv) above. The total principal amount of our 11.625% senior secured notes due 2014 is $700.0 million, and our pro forma
interest expense accordingly does not purport to be indicative of what our interest expense will be in the future.

Reflects the tax effect of the pro forma adjustments at an estimated 35% effective tax rate.
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Unaudited pro forma combined statement of operations for the fiscal year ended
December 30, 2007

JBS USA JBS USA JBS USA
Holdings, Holdings, JBS JBS JBS Five Five Holdings,
Inc. Inc. Packerland Packerland Packerland Rivers Rivers Inc.
Adjust-
Dec. 25, ment for Dec. 25, Adjust-
Dec. 25, July 11, 2006 50% Adjust- 2006 ment for Adjust-
2006 to 2007 to through equity ment for through assets ment
July 10, Dec. 30, Dec. 30, interest in assets not Dec. 30, not for Dec. 25, 2006
2007 2007 2007 Five Rivers acquired 2007 acquired trans- to Dec. 30,
() (a) (b)(i) (c) (d)(i) (b)(ii) (d)(ii) action 2007
in thousands, Historical Historical Historical Historical Notes Pro forma
except earnings per
share *) * (©) (O] *) (O] )
NEL SAIES ..t 4,970,624 $ 4,988984 $ 2,823,496 $ — % 8,083 $1,995,238 $1,410,422 $ (6,091) (e) $ 13,353,746
Cost of goods sold... 4,920,594 5,013,084 2,750,464 — 41,475 1,941,093 1,393,107 18,917 (e),(",(9) 13,209,570
Gross profit (I0SS) .....ooerereereneiieieeienes 50,030 (24,100) 73,032 — (33,392) 54,145 17,315  (25,008) 144,176
Selling, general and administrative expenses . 92,333 60,727 60,850 — 1,938 12,953 — 10,012 ,(9) 234,937
Foreign currency transaction gains.............. (527) (5,201) — — — — — — (5,728)
Other iNCOME, NEL.........ccceiieieiiiieeee e, (3,821) (3,581) (7,635) (7,446) (79) (1,996) (54) — (9,454)
(Gain) loss on sales of property, plant and
EQUIPIMENT ....eeiiiiiieiiie et (2,946) 182 133 — — 324 — — (2,307)
Interest exXpense, Net.........ccovvvveriiei i, 66,383 34,340 41,056 — 41,056 27,972 28,136 (13,974) (h) 86,585
Total EXPENSES ...c.vevveiiiiiitieie e, 151,422 86,467 94,404 (7,446) 42,915 39,253 28,082 (3,962) 304,033
Income (loss) from continuing operations before
income tax .....o.ccevvereennene (101,392) (110,567) (21,372) 7,446 (76,307) 14,892 (10,767)  (21,046) (159,857)
Income tax expense (benefit) .. (18,380) 1,025 — — — — — 18,236 0) 881
Net iNCOME (I0SS).....ccuvereririeierienre e (83,012) $ (111,592) $ (21,372) $ 7,446 $ (76,307) $ 14,892 $ (10,767) $(39,282) $ (160,738)
Basic and diluted net income (loss) per share())............ N/A $(1,115,920.00) $(1,607,380.00)

(@) Represents the historical results of JBS USA Holdings, Inc. for the period from December 25, 2006 through July 10, 2007 (predecessor) and the period from July 11, 2007 through December 30, 2007

(successor).

(b) Represents the historical results of
(i) JBS Packerland, and
(i) Five Rivers

for the period from December 25, 2006 through December 30, 2007.
(c) Represents the elimination of the 50% equity interest in Five Rivers from the historical results of JBS Packerland for the period from December 25, 2006 through December 30, 2007. On a pro forma basis, the

results of Five Rivers are reflected on a fully consolidated basis as part of the JBS Packerland Acquisition.
(d) Reflects the elimination of assets not acquired for

(i) JBS Packerland, and
(i) Five Rivers.

The adjustment for assets not acquired includes (1) revenue and expenses associated with cattle owned by Smithfield Beef Group, Inc. that were retained by Smithfield Foods, Inc., (2) revenue and expenses
associated with cattle owned by Five Rivers that were retained by Smithfield Foods, Inc., (3) the elimination of corporate overhead charge by Smithfield Foods, Inc. and (4) other assets and insignificant

businesses not acquired and liabilities not assumed.

(e) Reflects the elimination of $6.1 million of intercompany sales and $6.1 million of cost of goods sold between JBS Packerland and our legacy Swift Beef segment for the period from December 25, 2006 through

December 30,

2007.
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Represents the adjustment of $15.4 million to historical cost of goods sold and to selling, general and administrative expenses of $4.7 million to reflect an
increase in depreciation and amortization expense based on the estimated fair values and useful lives of identified tangible and intangible assets for JBS
Packerland and Five Rivers, based on a preliminary third-party valuation report. The purchase price allocation is preliminary pending completion of
independent valuations of identified tangible and intangible assets acquired and certain liabilities acquired, including, but not limited to deferred taxes. The
allocation of the purchase price presented below is preliminary and subject to change. The allocation presented below reflects the estimated fair value of the
individual assets and liabilities as of October 23, 2008 (in thousands), and the following table details the purchase price components:

Purchase price allocation:

Purchase price paid to previous shareholders $537,068
Fees and direct expenses 26,134
TOLAI PUICRASE PIICE ...t h e bbb e e e b e e h b e e s e e e e e e b e e e h e e e e b e b e e h e s b b s e b e e eb e she e saa e s e e s sreesae e s $563,202

Preliminary purchase price allocation:
(AU =T 1A= oY= =TT N TE= T o1 $43,052

Property, plant and equipment(i).... 423,955
Deferred tax liabilities (142,997)
Goodwill 95,998
Intangible assets(ii) .................. 138,023
Other noncurrent assets and IADIIITIES, NEL ... ....u..uiiiiiiiii e e s e s e e e s s eesseeeseesssanssaasasnsssassanssnnnsnnnssnnsnsnnnnnnnnnnnnnnnnnnnn, 5,171
Total PUICNASE PIICE @IIOCALION ...ttt ettt h e et ekt e bt e et e b e ek skt ea b e e b ekt eh e ea b e ek e ebb e es bt et e e s beenab e et e e naeenaeennnas $563,202

(i)  Property, plant and equipment was recorded at fair value at the date of the JBS Packerland Acquisition. Depreciation and amortization is recorded
using the straight-line method over the estimated useful lives of the assets as follows:

Furniture, fixtures, office equipment and other
Machinery and equipment.....
Buildings and improvements.
Leasehold improvements

(i) Intangible assets include customer relationships and customer contracts resulting from the JBS Packerland Acquisition which are being amortized on
an accelerated basis over 21 and 10 years, respectively. These represent management’s estimates of the period of expected economic benefit and
annual customer profitability.

Represents the adjustment of $9.6 million to historical cost of goods sold and $5.3 million to selling, general and administrative expenses to reflect

depreciation and amortization expense based on the fair values and useful lives of identified tangible and intangible assets for the Swift Acquisition. The

aggregate purchase price for the acquisition was $1,470.6 million (including approximately $48.5 million of transaction costs). We accounted for the
acquisition in accordance with the Statement of Financial Accounting Standard No. 141, Business Combinations.

Reflects the following adjustments to interest expense, net relating to the transactions:

Debt issuance amortization, 11.625% senior unsecured notes due 2014(j) ... $ 467
Debt discount accretion, 11.625% senior unsecured notes due 2014(ii) ..... 7,802
Interest expense, 11.625% senior unsecured notes due 2014(jii) ...... 65,209

Interest expense, predecessor(iv) (102,573)
Interest expense, successor(v) 15,121
Total INtEreSt EXPENSE, NEL(VI) ....viiiiiiii it s h e bbb e e b e e b e e s e e e e h e s b b e e e e sr e seb e s e e b e sr e sae e $ (13,974)

(i)  Includes pro forma interest expense for the amortization of debt issuance costs on $560.9 million of our 11.625% senior unsecured notes due 2014 for
the period from December 25, 2006 through December 30, 2007, calculated on a straight-line basis.

(i)  Includes pro forma interest expense for the accretion of the bond discount on $560.9 million of our 11.625% senior unsecured notes due 2014 for the
period from December 25, 2006 through December 30, 2007, calculated on a straight-line basis.

(i)  Includes pro forma interest expense on $560.9 million ($519.6 million of proceeds plus $39.0 million of bond discount and $2.3 million of debt issuance
cost) of our 11.625% senior unsecured notes due 2014 for the period from December 25, 2006 through December 30, 2007.

(iv) Includes pro forma elimination of predecessor interest expense for the period from December 25, 2006 through December 30, 2007 related to debt that
was repaid in connection with the Swift Acquisition.

(v) Includes pro forma interest expense related to the residual outstanding balance of $230.4 million on unsecured bank loans resulting from the reduction
of an initial $750.0 million in aggregate principal amount of those unsecured bank loans in connection with the Swift Acquisition reduced by the pro
forma application of the net proceeds of $519.6 million in aggregate principal amount of 11.625% senior unsecured notes due 2014, calculated using an
average interest rate of 6.37%.

(vi) We have applied the adjustments in clauses (i), (ii) and (i) above to $560.9 million in proceeds, bond discount and debt issuance costs of our 11.625%
senior unsecured notes due 2014 because that is the amount of debt we would have to have issued to repay the portion of our intercompany loans from
JBS S.A. described in clause (v) above. The total principal amount of our 11.625% senior secured notes due 2014 is $700.0 million, and our pro forma
interest expense accordingly does not purport to be indicative of what our interest expense will be in the future.

Reflects the tax effect of the pro forma adjustments at an estimated 35% effective tax rate.

The capital structure of our predecessor company was significantly different from our capital structure. Prior to this offering, our capital structure consists of
100 common shares issued and outstanding, and we do not have any warrants or options that may be exercised. Accordingly, we do not believe our
predecessor company’s earnings per share information is meaningful to investors and have not included such information.
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Pro forma fiscal year ended December 28, 2008 (53 weeks) compared to the pro forma fiscal year ended
December 30, 2007 (52 weeks)

Net sales. Net sales were $15,445.8 million for the pro forma fiscal year ended December 28, 2008 as compared to
$13,353.7 million for the pro forma fiscal year ended December 30, 2007. Net sales increased by $2,092.0 million, or
15.7%, primarily reflecting an overall 7.3% increase in volume combined with a 3.9% overall increase in sales prices. The
volume increase was primarily due to an additional week of operating activity in the fiscal year ended December 28, 2008,
coupled with increases in production volumes from the ramp-up of the Greeley plant’'s second shift commencing in
September 2007. The sales price increase included a 4.1% increase in Beef prices and a 2.2% increase in Pork prices.
Volumes increased 13.0% in our Beef segment and 3.8% in our Pork segment. The volume increases in our Pork
segment occurred across all of our facilities. The volume increases in our Beef segment were driven primarily by adding
the second shift of production at our Greeley plant, but they also included volume increases at all of our Beef segment
plants in the United States. In part, these volume increases were attributable to the return in mid-year 2008 of the South
Korean beef market, as well as the identification of markets which maximize the margin of certain cuts, such as short rib
to South Korea, picanha to Brazil, and the introduction of Australian meat to South American markets. For calculation of
the price changes in the period subsequent to the Tasman Acquisition, we have used a 12 to 1 ratio of smalls to cattle
equivalents based on relative weights. The value of the Australian dollar average exchange rate relative to the U.S. dollar
declined 0.1% between the two periods, which negatively affected net sales from our Australian operations in U.S. dollar
terms.

Cost of goods sold. Cost of goods sold totaled $14,837.8 million for the pro forma fiscal year ended December 28, 2008
as compared to $13,209.6 million for the pro forma fiscal year ended December 30, 2007. The increase, of $1,628.2
million, or 12.3%, was partially due to an additional week of operating activity in the fiscal year ended December 28, 2008.
Cost of goods sold increased 13.7% in our Beef segment as a result of a 0.6% increase in cattle prices and a 13.0%
increase in slaughter volumes, coupled with a 5.6% increase in our Pork segment driven by a 1.7% increase in hog prices
and a 3.8% increase in slaughter volumes. Although total cost of sales increased year over year due to increased
production volumes, we demonstrated reductions in per head cost for the following categories: renegotiation of contracts,
operational performance improvements, packaging, freight, hourly labor, overtime, maintenance, contract services and
operating supplies.

Gross margin percentages. Gross margin percentage (gross profit as a percentage of net sales) was 3.9% for the pro
forma fiscal year ended December 28, 2008 as compared to 1.1% for the pro forma fiscal year ended December 30,
2007. This increase reflects improvements in sales to markets which place higher value on certain cuts, reductions in our
operating costs and improvements in plant efficiency and yields. This increase reflects a margin increase of 3.4% in our
Beef segment and a margin increase of 0.5% in our Pork segment. Margin enhancements in our Beef segment reflect
cost reductions due to the renegotiation of supply contracts, elimination of certain third-party service providers (including
cattle hotelling, lab services and maintenance service providers) and the insourcing of these items at lower cost,
operational yield enhancements which generated additional pounds to sell from each carcass and improved margins due
to enhanced product mix resulting from the increases in volumes sold to international markets where products like the
special cuts described above generate a higher return.

Selling, general and administrative expenses. Selling, general and administrative expenses were $218.7 million for the
pro forma fiscal year ended December 28, 2008 as compared to $234.9 million for the pro forma fiscal year ended
December 30, 2007. These expenses decreased by $16.2 million, or 6.9%. The reduction in selling, general and
administrative costs was a result of increased management focus on spending, the elimination of outside consultants,
reductions in professional service fees and reductions in the number of executive management personnel in mid-2007 for
which a full year of cost savings is reflected in fiscal 2008, partially offset by the inclusion of higher management
incentives in fiscal 2008 due to improved business performance. In addition, the 0.1% decrease in the value of the
Australian dollar relative to the U.S. dollar between the periods contributed to the decrease in expenses, partially offset by
the additional week of operating expenses for the period ended December 28, 2008.

Foreign currency transaction, net. Foreign currency transaction, net for the pro forma fiscal year ended December 28,
2008 was a loss of $76.0 million as compared to a gain of $5.7 million for the pro forma fiscal year ended December 30,
2007. This decrease of $81.7 million related to the variation in the exchange rate relating to the U.S. dollar-denominated
intercompany note payable and receivable in Australia. The value of the Australian dollar relative to the U.S. dollar
decreased 20.1% between the two periods.

Interest expense, net. Interest expense, net was $82.6 million for the pro forma fiscal year ended December 28, 2008 as
compared to $86.6 million for the pro forma fiscal year ended December 30, 2007. Interest expense, net decreased by
$4.0 million, or 4.6%, due primarily to reduced borrowings.
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Income tax expense, net. Income tax expense, net for the pro forma fiscal year ended December 28, 2008 was $48.0
million as compared to $1.0 million for the pro forma fiscal year ended December 30, 2007. This $47.0 million decrease is
related primarily to a change in our valuation allowance due to the JBS Packerland Acquisition in which we acquired
additional deferred tax liabilities.

Net income. Our pro forma net income for the fiscal year ended December 28, 2008 was $192.1 million as compared to
a net loss of $160.7 million for the fiscal year ended December 30, 2007.

Liquidity and capital resources

Our ongoing operations require the availability of funds to service debt, fund working capital needs, invest in our business,
and pay our liabilities. We currently finance and expect to continue to finance these activities through cash flow from
operations and from amounts available under our senior secured revolving credit facility.

As of March 29, 2009, we had working capital of $745.7 million compared to $829.1 million as of December 28, 2008. The
decrease from December 2008 is primarily due to normal seasonality factors in the beef and pork industries. Our average
Days Inventory Outstanding, or DIO, and Days Sales Outstanding, or DSO, for the fiscal quarter ended March 29, 2009
were 18.9 and 14.6, respectively, compared to 20.1 and 16.2, respectively, for the fiscal quarter ended March 30, 2008.
We consider accounts receivable and inventory to be readily convertible to cash and an additional source of cash liquidity
as compared to companies and industries with longer DSO or DIO.

We believe that cash on hand, cash flows from operations, availability under our senior secured revolving credit facility
and other long-term borrowings will be sufficient to meet ongoing operating requirements, make scheduled principal and
interest payments on debt, and fund ordinary capital expenditures for the foreseeable future. Our ability to generate
sufficient cash, however, is subject to certain general economic, financial, industry, legislative, regulatory and other factors
beyond our control. Capital expenditures for 2009 are expected to approximate $150 million, of which approximately 50%
is expected to be for maintenance and the remainder for major renewals, improvements and the development of new
processing capabilities. We anticipate that we may spend approximately $1.5 billion to $2.0 billion from 2010 through
2012, of which approximately $500 million is expected to be for maintenance, major renewals, improvements and the
development of new processing capabilities, and the remainder, or approximately $1.0 to 1.5 billion, may be used to fund
our strategy to enhance our direct distribution capabilities.

Cash flows

Operating activities. Net cash provided by (used in) operating activities increased to $282.1 million for the fiscal year
ended December 28, 2008 as compared to $(110.7) million for the 173-day period from July 11, 2007 through

December 30, 2007 (successor) and $(107.8) million for the 198-day period December 25, 2006 to July 10, 2007
(predecessor), respectively. The primary source of operational cash flow improvements was improved operational results
between the periods driven by increased volumes, higher sales margins and lower operating costs, coupled with a
deferred revenue advance payment of $175.0 million. See “—External sources of liquidity and description of
indebtedness—Customer advance payment relating to raw material supply agreement.”

Net cash provided by (used in) operating activities increased by $179.9 million to $51.0 million for the fiscal quarter ended
March 29, 2009 as compared to $(128.9) million for the fiscal quarter ended March 30, 2008. The increase is attributable
to improved margins which are the result of improvements in our sales product mix, identification of higher value markets
for certain of our products, reduction in our manufacturing costs and improved operational efficiencies including year-over-
year inventory management.

Investing activities. Cash used in investing activities totaled $783.7 million for the fiscal year ended December 28, 2008
as compared to cash used of $39.4 million for the 173-day period July 11, 2007 through December 30, 2007 (successor)
and $27.8 million for the 198-day period December 25, 2006 to July 10, 2007 (predecessor), respectively. The primary
factors in the increase in investments were the JBS Packerland and Tasman Acquisitions during the fiscal year ended
December 28, 2008.

Cash used in investing activities totaled $206.4 million for the fiscal year quarter ended March 29, 2009 as compared to
cash used of $15.4 million for the fiscal quarter ended March 30, 2008. The increase in cash used was primarily due to
the issuance by us of a $171.3 million note receivable to an unconsolidated affiliate. The cash we loaned to the affiliate
was used to acquire live cattle to feed in the Five Rivers feedlots and ultimately to be delivered for processing to our Beef
segment plants. See “Certain relationships and related party transactions—Arrangements with J&F Oklahoma—Cattle
purchase and sale agreement.”
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Financing activities. For the fiscal year ended December 28, 2008, cash provided by financing activities totaled $571.3
million, as compared to cash provided by financing activities of $346.7 million for the 173-day period July 11, 2007
through December 30, 2007 (successor) and $100.5 million for the 198-day period December 25, 2006 to July 10, 2007
(predecessor), respectively. The primary source of the increase in financing activities was the increase in capital
contributions from our parent and intercompany borrowings as compared to the prior year periods.

Cash provided by financing activities totaled $55.7 million for the fiscal quarter ended March 29, 2009, an increase of

$22.1 million from the fiscal quarter ended March 30, 2008. The increase resulted primarily from increased borrowings
under our senior secured revolving credit facility in the current year while the prior year funding was from investments

from JBS S.A., net of payments on outstanding debt.

External sources of liquidity and description of indebtedness

Our primary financing objective is to maintain a balance sheet that provides the flexibility to pursue our business strategy.
To finance our working capital needs, we utilize cash flow from operations and borrow from our senior secured revolving
credit facility in addition to a combination of equity and long-term debt to finance non-current assets.

Senior secured revolving credit facility

On November 5, 2008, we entered into a senior secured revolving credit facility that allows borrowings up to $400.0
million, and terminates on November 5, 2011. On April 22, 2009, we entered into an amendment to our senior secured
revolving facility that allows us to request an increase in the size of the facility to $500.0 million, to the extent we receive
additional commitments.

Up to $75.0 million of the revolving credit facility is available for the issuance of letters of credit. Borrowings that are index

rate loans will bear interest at a per annum rate equal to the prime rate plus a margin of 2.25% while LIBOR rate loans will
bear interest at a per annum rate equal to the applicable LIBOR rate plus a margin of 3.25%. At March 29, 2009, the rates
were 5.50% and 3.75%, respectively. Upon approval by the lender, LIBOR rate loans may be taken for one, two-, or three-
month terms (or six months at the discretion of the agent under our senior secured revolving credit facility).

Availability.  Availability under our senior secured revolving credit facility is subject to a borrowing base. The borrowing
base is based on certain of our domestic wholly owned subsidiaries’ assets as described below, with the exclusion of Five
Rivers. The borrowing base consists of percentages of eligible accounts receivable, inventory, and supplies and less
certain eligibility and availability reserves. As of March 29, 2009, our borrowing base totaled $303.6 million.

Security and guarantees. Borrowings made by us and all guarantees of those borrowings are collateralized by a first
priority perfected lien and interest in accounts receivable, inventory, and general intangibles related thereto and proceeds
of the foregoing.

Covenants. Our senior secured revolving credit facility contains customary representations and warranties and a
springing financial covenant that requires a minimum fixed charge coverage ratio of not less than 1.15 to 1.00. The fixed
charge coverage ratio is defined as the ratio of EBITDA to fixed charges, each as defined in our senior secured revolving
credit facility. This ratio is only applicable if borrowing availability falls below the minimum threshold, which is the greater
of 20% of the aggregate commitments or $70.0 million. Our senior secured revolving credit facility also contains negative
covenants that limit our ability and the ability of our subsidiaries to, among other things:

« make capital expenditures greater than $175.0 million per year;

¢ incur additional indebtedness;

 create liens on property, revenue, or assets;

* make certain loans or investments;

< sell or dispose of assets;

e pay certain dividends and other restricted payments;

e prepay, cancel or amend certain indebtedness;

« dissolve, consolidate, merge, or acquire the business or assets of other entities;

e enter into joint ventures other than certain permitted joint ventures or create certain other subsidiaries;
« enter into new lines of business;

* enter into certain transactions with affiliates; and
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* enter into sale/leaseback transactions.

Events of default. Our senior secured revolving credit facility also contains customary events of default, including failure
to perform or observe terms, covenants or agreements included in our senior secured revolving credit facility, payment of
defaults on other indebtedness, defaults on other indebtedness if the effect is to permit acceleration, entry of unsatisfied
judgments or orders against a loan party or its subsidiaries, failure of any collateral document to create or maintain a
priority lien, and certain events related to bankruptcy and insolvency or ERISA matters. If an event of default occurs the
lenders under our senior secured revolving credit facility may, among other things, terminate their commitments, declare
all outstanding borrowings to be immediately due and payable together with accrued interest, and fees and exercise
remedies under the collateral documents relating to our senior secured revolving credit facility. At March 29, 2009, we
were in compliance with all covenants.

11.625% senior unsecured notes due 2014

Our wholly owned subsidiaries JBS USA, LLC and JBS USA Finance, Inc. issued 11.625% notes due 2014 in an
aggregate principal amount of $700.0 million on April 27, 2009. These notes are guaranteed by JBS S.A., us, JBS
Hungary Holdings Kft. (a wholly owned, indirect subsidiary of JBS S.A., the selling stockholder in this offering and our
direct controlling stockholder), and each of our U.S. restricted subsidiaries that guarantee our senior secured revolving
facility (subject to certain exceptions). Interest on these notes accrues at a rate of 11.625% per annum and is payable
semi-annually in arrears on May 1 and November 1 of each year, beginning on November 1, 2009. The principal amount
of these notes is payable in full on May 1, 2014.

Covenants. The indenture for the 11.625% senior unsecured notes due 2014, contains customary negative covenants
that limit our, JBS USA, LLC’s and restricted subsidiaries’ ability to, among other things:

« incur additional indebtedness subject to complying with certain net debt to EBITDA incurrence ratios;
incur liens;

sell or dispose of assets;

pay dividends or make certain payments to our shareholders;

permit restrictions on dividends and other restricted payments by its restricted subsidiaries;

enter into related party transactions;

« enter into sale/leaseback transactions; and

< undergo changes of control without making an offer to purchase the notes.

Events of default. The indenture also contains customary events of default, including failure to perform or observe
terms, covenants or other agreements in the indenture, defaults on other indebtedness if the effect is to permit
acceleration, failure to make a payment on other indebtedness waived or extended within the applicable grace period,
entry of unsatisfied judgments or orders against the issuer or its subsidiaries, and certain events related to bankruptcy and
insolvency matters. If an event of default occurs, the trustee or the holders of at least 25% in aggregate principal amount
of the notes then outstanding, may declare such principal and accrued interest on the notes to be immediately due and
payable.

Guarantee of 10.50% senior notes due 2016 of JBS S.A.

On August 4, 2006, JBS S.A. issued 10.50% senior notes due 2016, or the 2016 Notes, in an aggregate principal amount
of $300.0 million. Interest on the 2016 Notes accrues at a rate of 10.50% per annum and is payable semi-annually in
arrears on February 4 and August 4 of each year, beginning on February 4, 2007. The principal amount of the 2016 Notes
is payable in full on August 4, 2016.

Guarantees. The indenture governing the 2016 Notes requires any significant subsidiary (any subsidiary constituting at
least 20% of JBS S.A.’s total assets or annual gross revenues, as shown on the latest financial statements of JBS S.A.) to
guarantee all of JBS S.A.’s obligations under the 2016 Notes. The 2016 Notes are guaranteed by JBS Hungary Holdings
Kft. (a wholly owned, indirect subsidiary of JBS S.A., the selling stockholder in this offering and our direct controlling
stockholder), our company and our subsidiaries, JBS USA Holdings, Inc., JBS USA, LLC and Swift Beef Company.
Additional subsidiaries of JBS S.A. (including our subsidiaries) may be required to guarantee the 2016 Notes in the future.
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Covenants. The indentures, for the 10.50% senior notes due 2016 contain customary negative covenants that limit the
ability of JBS S.A. and its subsidiaries (including us) to, among other things:

incur additional indebtedness;

incur liens;

sell or dispose of assets;

pay dividends or make certain payments to JBS S.A.’s shareholders;

e permit restrictions on dividends and other restricted payments by its subsidiaries;
e enter into related party transactions;

¢ enter into sale/leaseback transactions; and

» undergo changes of control without making an offer to purchase the notes.

Events of default. The indentures also contain customary events of default, including for failure to perform or observe
terms, covenants or other agreements in the indenture, defaults on other indebtedness if the effect is to permit
acceleration, failure to make a payment on other indebtedness waived or extended within the applicable grace period,
entry of unsatisfied judgments or orders against the issuer or its subsidiaries, and certain events related to bankruptcy and
insolvency matters. If an event of default occurs, the trustee or the holders of at least 25% in aggregate principal amount
of the notes then outstanding, may declare such principal and accrued interest on the notes to be immediately due and
payable.

Unsecured Australian revolving credit facility

Our Australian subsidiary Swift Australia Pty Limited, entered into an Australian dollar denominated, or A$120 million
unsecured revolving credit facility on February 26, 2008 to fund working capital and letter of credit requirements. Under
this facility, A$80 million can be borrowed for cash needs, and A$40 million is available to fund letters of credit.
Borrowings are made at the cash advance rate (BBSY) plus a margin of 0.975% plus a commitment fee of 0.1%. This
credit facility contains certain financial covenants which require JBS Holdco Australia Pty Ltd and its subsidiaries to
maintain predetermined ratio levels related to interest coverage, debt coverage, tangible net worth and current assets to
current liabilities. As of March 29, 2009, Swift Australia Pty Limited was in compliance with all covenants and had
U.S.$34.6 million outstanding. This facility will terminate on October 1, 2009. We intend to seek to refinance this facility.
The lenders under this facility may terminate the facility if the ratings of JBS S.A. are downgraded.

Secured Australian credit facility

Our Australian subsidiary Swift Australia (Southern) Pty Limited (formerly known as Tasman Group Services Pty Ltd
A.C.N.), entered into an A$80 million secured revolving credit facility on May 2, 2008. Under this facility, up to (1) A$50
million can be borrowed to provide funding relating to the Tasman Acquisition, (2) A$15 million may be used to provide
working capital and to fund letters of credit, and (3) A$15 million may be used to finance payroll and general expenses.
This credit facility contains covenants that limit the borrowers’ ability to, among other things, repay loans, make
redemptions of equity, create liens, raise any financial accommodation from any other party, merge with or acquire
another company or entity and dispose of assets. The credit amount is secured by certain registered mortgages and a
subordination agreement over intercompany loan providers. As of March 29, 2009, we were in compliance with all
covenants and had U.S. $36.8 million outstanding. This facility will terminate on October 1, 2009. We intend to seek to
refinance this facility.

Cactus bonds

On May 15, 2007, we entered into an Installment Bond Purchase Agreement with the city of Cactus, Texas. Under this
agreement, we committed to purchase up to $26.5 million of bonds from the city of Cactus, which are being issued to fund
improvements to the city’s sewer system, which is used by our beef processing plant located in Cactus, Texas. We will
purchase the bonds in installments as improvements are completed through an anticipated date of June 2010. The
interest rate on the bonds is six-month LIBOR plus 350 basis points. The bonds mature on June 1, 2032 and are subject
to annual mandatory sinking fund redemption payments beginning on June 1, 2011. We have purchased $12.0 million in
bonds as of March 31, 2009 and expect to purchase the remaining $14.5 million in 2009.
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Related party debt

As of March 31, 2009, we owed an aggregate of $658.6 million under various intercompany loans from JBS S.A., which
were subsequently assigned to JBS HU Liquidity Management LLC (Hungary), a wholly owned, indirect subsidiary of JBS
S.A. The proceeds of these intercompany loans were used to fund our operations, the Tasman Acquisition and the JBS
Packerland Acquisition. On April 27, 2009, in connection with the issuance of the 11.625% senior unsecured notes due
2014 by our subsidiary JBS USA LLC, these intercompany loan agreements were consolidated into one loan agreement,
the maturity dates of the principal of the intercompany loans were extended to April 18, 2019, and the interest rate was
changed from approximately 6.5% to 12% per annum. The net proceeds of the offering of the 11.625% senior unsecured
notes due 2014 (other than $100.0 million) were used to repay accrued interest and a portion of the principal on these
intercompany loans. As of May 31, 2009, we owed an aggregate principal amount of $133.0 million under the
consolidated intercompany loan agreement. In addition, we recently entered into an additional intercompany term loan
agreement in the aggregate principal amount of $6.0 million on the same terms as the consolidated intercompany loan
agreement.

Customer advance payment relating to raw material supply agreement

On October 22, 2008, we received an advance cash payment of $175 million relating to a raw material supply agreement
entered into on February 27, 2008 pursuant to which we granted a customer the exclusive right to collect a certain beef
fabrication by-product from all of our U.S. beef plants for the term of the agreement. This customer advance payment is
recorded as deferred revenue in our audited financial statements and is amortized as sales revenue as the agreed upon
by-product is delivered to the customer over the term of the agreement. The customer advance payment is secured by a
note agreement, which bears interest at two-month LIBOR plus 200 basis points and provides the lender with an option to
convert the outstanding amount of the loan under the note agreement into our common stock upon the occurrence and
continuance of any event of default under the note agreement.

Dividend restrictions

Certain covenants of our debt agreements include restrictions on our ability to pay dividends. As of December 28, 2008
and March 29, 2009, we had $22.7 million and $17.7 million, respectively, of retained earnings available to pay dividends.
Covenant compliance

JBS S.A. pro forma net debt to EBITDA ratio

The terms and conditions of (1) our 11.625% senior unsecured notes due 2014 and (2) JBS S.A.’s 10.50% senior notes
due 2016 both include a covenant prohibiting JBS S.A. and its subsidiaries, including us, from incurring any debt (subject
to certain exceptions) unless JBS S.A.’s pro forma net debt to EBITDA ratio at the date of such incurrence is less than 4.5
to 1.0.

The terms and conditions of both of these notes define:

< the Net Debt to EBITDA ratio as the ratio of JBS S.A.’s Net Debt to JBS S.A.’s EBITDA for the then most recently
concluded period of four consecutive fiscal quarters, subject to adjustments for asset dispositions and investments
made during the period,;

* Net Debt at any time as the aggregate amount of debt of JBS S.A. and its subsidiaries (including us) less the sum of
cash, cash equivalents and marketable securities recorded as current assets (except for any capital stock in any
person); and

« EBITDA for any period as to JBS S.A. and its subsidiaries (on a consolidated basis) as
¢ aggregate net income (or loss) plus
« current and deferred income tax and social contribution; minus
¢ non-operating income (expense), net; plus
e equity in the earnings (loss) of subsidiary companies; plus
« financial income (expenses), net; plus

e any depreciation or amortization;
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as each such item is reported on the most recent financial statements or financial information prepared in accordance with
generally accepted accounting principles in Brazil.

JBS S.A. has informed us that it believes it will be able to comply with this financial ratio for the foreseeable future to the
extent that it or any of its subsidiaries decides to incur debt.
JBS USA, LLC pro forma net debt to EBITDA ratio

In addition, our 11.625% senior unsecured notes due 2014 include a covenant prohibiting our subsidiary, JBS USA, LLC
and its subsidiaries that are guaranteeing the 11.625% senior unsecured notes due 2014 from incurring any debt or
issuing any disqualified capital stock (subject to certain exceptions) unless JBS USA, LLC's pro forma net debt to EBITDA
ratio at the date of such incurrence and the application of the proceeds therefrom, would be less than 3.0 to 1.0. The co-
issuers of our 11.625% senior unsecured notes due 2014 were our wholly-owned subsidiaries JBS USA, LLC and JBS
USA Finance, Inc.

The calculation of the net debt to EBITDA ratio thereunder is calculated based on the net debt and EBITDA of JBS USA,
LLC and its restricted subsidiaries, and not our company.

The terms and conditions of these notes define:

« the Net Debt to EBITDA ratio as of any date of determination (the “Calculation Date”) the ratio of JBS USA, LLC’s Net
Debt as of the Calculation Date to consolidated EBITDA for JBS USA, LLC and its restricted subsidiaries for the period
of the then most recently concluded period of four consecutive fiscal quarters, subject to adjustments for asset
dispositions and investments made during the period;

« Net Debt at any time as the aggregate amount of debt of JBS USA, LLC and its restricted subsidiaries less the sum of
cash, cash equivalents and marketable securities recorded as current assets (except for any capital stock in any
person); provided that Net Debt shall include the aggregate principal amount of JBS S.A.’s 10.50% senior notes due
2016 and any other debt of JBS S.A. that may be guaranteed by JBS USA, LLC or its restricted subsidiaries; and

« consolidated EBITDA of JBS USA, LLC and its restricted subsidiaries for any period as
(1) consolidated net income for such period, subject to certain adjustments, minus
(2) the sum of:
(@) income tax credits;
(b) interestincome;
(c) gain from extraordinary items;

(d) any aggregate net gain (but not any aggregate net loss) arising from the sale, exchange or other
disposition of capital assets by JBS USA, LLC and its restricted subsidiaries (including any fixed assets,
whether tangible or intangible, all inventory sold in conjunction with the disposition of fixed assets and
all securities); and

(e) any other non-cash gains that have been added in determining consolidated net income,

in each case to the extent included in the calculation of consolidated net income of JBS USA, LLC in accordance with
GAAP, but without duplication, plus

(3) the sum of:
(@) any provision for income taxes;
(b) consolidated interest expense;
(c) loss from extraordinary items;
(d) depreciation and amortization;

(e) any aggregate net loss (but not any aggregate net gain) arising from the sale, exchange or other
disposition of capital assets by JBS USA, LLC (including any fixed assets, whether tangible or
intangible);
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() amortized debt discount;

(g) the amount of any deduction to consolidated net income as the result of any grant to any members of
the management of JBS USA, LLC or its restricted subsidiaries of any equity interests; and

(h) any other non-cash losses that have been deducted in determining consolidated net income (other than
non-cash losses related to write-downs or write-offs of accounts receivable or inventory);

in each case to the extent included in the calculation of consolidated net income of JBS USA, LLC in accordance with
GAAP, but without duplication, and as further adjusted to exclude certain non-cash items and non-recurring items.

For purposes of this covenant, consolidated net income is adjusted to exclude, among other things, (1) income from
restricted subsidiaries to the extent that the payment of dividends or similar distributions by the restricted subsidiaries is
not permitted by law or any agreement to which the restricted subsidiaries are parties, (2) income of any entity in which
JBS USA, LLC has a joint interest, except to the extent of the dividends or other distributions actually paid to JBS USA,
LLC or one of its wholly owned restricted subsidiaries and (3) certain non-cash items and non-recurring items.

As mentioned above, the calculation of our net debt to EBITDA ratio is calculated based on the net debt and EBITDA of
JBS USA, LLC and its restricted subsidiaries, and not our net debt and EBITDA. We had Adjusted EBITDA of $537.7
million on a pro forma basis in the fiscal year ended December 28, 2008 and $66.1 million in the fiscal quarter ended
March 29, 2009. For these same periods, JBS USA, LLC and its restricted subsidiaries had Adjusted EBITDA of $398.2
million and $67.1 million, respectively. The main differences between our Adjusted EBITDA and JBS USA, LLC and its
restricted subsidiaries’ Adjusted EBITDA are that JBS USA, LLC'’s Adjusted EBITDA excludes (1) Five Rivers’
consolidated net income because Five Rivers is currently an unrestricted subsidiary under the 11.625% senior unsecured
notes due 2014 and (2) the payment by us (and not JBS USA, LLC) of a one-time breakage fee to the shareholders of
National Beef totaling $19.9 million as full and final settlement of any and all liabilities relating to the potential acquisition
of National Beef in the first quarter ended March 29, 2009 that we (and not JBS USA, LLC) recorded as a non-recurring
expense. For the Five Rivers’ assets that we acquired, Five Rivers had consolidated pro forma net income of $9.6 million
for the period from January 1, 2008 through October 22, 2008 and $2.9 million for the period from October 23, 2008
through December 28, 2008.

We had net debt of $657.6 million on a pro forma basis as of December 28, 2008 and $854.5 million on a pro forma basis
as of March 29, 2009. We calculated pro forma net debt as of December 28, 2008 as pro forma total debt of $910.0 minus
pro forma cash and cash equivalents of $252.4 million and pro forma net debt as of March 29, 2009 as total debt of
$1,008.8 million minus cash and cash equivalents of $154.3 million. For these same periods, JBS USA, LLC and its
restricted subsidiaries had net debt of $(35.1) million and $161.8 million, respectively. JBS USA, LLC calculated net debt
as of December 28, 2008 as total debt of $219.7 million minus cash and cash equivalents of $254.8 million and net debt
as of March 29, 2009 as total debt of $318.5 million minus cash and cash equivalents of $156.7 million. The main
differences between our net debt and the net debt of JBS USA, LLC and its restricted subsidiaries are that (1) JBS USA,
LLC’s net debt excludes Five Rivers’ debt and cash because Five Rivers is an unrestricted subsidiary and (2) JBS USA,
LLC’s guarantee of JBS S.A.’s 10.50% senior notes due 2016 would also be included in JBS USA, LLC’s net debt (and
not in ours) for purposes of calculating its net debt to EBITDA ratio.

For the four fiscal quarters ended June 30, 2009, JBS USA, LLC had a net debt to EBITDA ratio of to 1.00. We
cannot assure you that JBS USA, LLC will not need to incur additional indebtedness at a time when its net debt to
EBITDA ratio is equal to or greater than 3.0 to 1.0. JBS USA, LLC'’s compliance with this covenant could limit its flexibility
in planning for, or reacting to changes in, our business by limiting the funds that we can seek to borrow or raise in the
capital markets to pursue capital expenditures, acquisitions, our distribution strategy or other plans.

We have included this calculation of JBS USA, LLC’s net debt, EBITDA and net debt to EBITDA ratio, as we believe that
this ratio is important to investors, and the indenture governing our 11.625% senior unsecured notes due 2014 is a
material debt agreement for us.
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Contractual obligations

The following table summarizes our contractual obligations as of December 28, 2008:

in millions 2009 2010 2011 2012 2013 After year 5 Total

Contractual obligations:

Revolving credit facilities.............c.cccvveeenn, $ 670 % — $ 1147 $ — $ — 3 — $ 1817

Related party debt............coooviiiiieeneennnn, — 658.6 — — — — 658.6

Deferred revenue .........cccceeevvcieeeeeiiieeeen, 18.0 18.0 18.0 18.0 18.0 83.2 173.2

INtErest(1) ..occvveeeeiiiiie e 59.8 54.2 12.1 6.3 6.0 15.8 154.2

Capital lease obligations..............cccceeeeenn, 3.2 3.0 2.6 2.3 2.4 13.2 26.7

Operating [eases(2)......ccccceveeevevicvvveeeeeeenn, 17.4 13.4 11.0 4.9 4.1 5.1 55.9

Installment note payable ...............ccuuveeee. 1.3 1.3 0.9 0.9 6.9 — 11.3

Purchase obligations:

Livestock procurement(3).........cccceeeeeenneee 3,395.2 1,035.1 862.4 710.2 483.7 99.1 6,585.7

Cactus bonds(4)......ccccvveeeeeieiiiiiiiieeeen, 14.5 — — — — — 145

(O] A T=Y1 () IO — — — — — 16.2 16.2

Total contractual obligations................. $3576.4 $1,783.6 $1,021.7 $7426 $521.1 $ 232.6 $7,878.0

(1) Interest expense assumes the continuation of interest rates and outstanding borrowings under our credit facilities as of December 28, 2008.

(2) Excludes amounts associated with operating leases having remaining non-cancelable lease terms of one year or less.

(3) Represents hog and cattle purchase agreements with certain hog and cattle producers. The number of animals that we will be obligated to purchase is based
on minimum quantity commitments to the extent the agreements contain those commitments, or management estimates based on past history for such hog
and cattle purchases. The contracts are subject to market pricing at delivery. Due to the uncertainty of market prices at the time of future delivery we have
estimated market prices based on futures contracts and applied those prices to all years. Cattle purchase agreements are short-term contracts with renewal
options. Therefore, cattle purchase commitments have only been estimated through year one. See Note 13, “Commitments and contingencies” to our audited
consolidated financial statements included in this prospectus.

(4) On May 15, 2007, we entered into an Installment Bond Purchase Agreement with the City of Cactus, Texas, or the City. Under this agreement, we committed
to purchase up to $26.5 million of bonds from the City, which are being issued to fund improvements to its sewer system, which is used by our beef
processing plant located in Cactus, Texas. We will purchase the bonds in installments as improvements are completed through an anticipated date of June
2010. The interest rate on the bonds is six-month LIBOR plus 350 basis points. The bonds mature on June 1, 2032 and are subject to annual mandatory
sinking fund redemption payments beginning on June 1, 2011. We have purchased $12.0 million in bonds as of December 28, 2008 and expect to purchase
the remaining $14.5 million in 2009.

(5) Includes certain obligations for capital expenditures and other insignificant purchase obligations.

The following table summarizes our contractual obligations, on a pro forma basis as of March 29, 2009, giving effect to the
offering and sale of our 11.625% senior unsecured notes due 2014 and the application of the proceeds therefrom as if
they had occurred on March 29, 2009 (including the use of a portion of the proceeds of our 11.625% senior unsecured
notes due 2014 to repay $100.0 million of borrowings under our secured revolving credit facility):

in millions 2009 2010 2011 2012 2013 After year 5 Total

Contractual obligations:
Revolving credit facilities.............cccccvveeens $ 714 % — $ 1102 $ — $ — 3% — $ 1816
11.625% senior unsecured notes due

2001 oo — — — — — 700.0 700.0

Related party debt.........cccccoevviiieiiiiiieenns — — — — — 139.0 139.0
Deferred revenue ..........ccccevvvveeeeiniieeeennns 13.6 18.0 18.0 18.0 18.0 83.2 168.8
INtErest(L) ..ccveeeeiiiiiee e 113.1 111.0 110.7 104.4 104.0 99.2 642.4
Capital lease obligations.............ccccceveeen.n. 2.3 3.0 2.7 2.2 2.4 13.4 26.0
Operating 1eases(2)......cccccceevveecvvveereeeeennnns 13.1 13.8 11.4 5.1 4.4 5.4 53.2
Installment note payable ................ceeee. 1.1 1.3 0.9 0.9 6.6 — 10.8
Purchase obligations:
Livestock procurement(3)........cccceeeeeeennnns 3,178.8 1,088.1 808.8 722.2 489.3 98.2 6,385.4
Cactus bonds(4)......cccovveeeeeeeeiiiiciieeeeeen, 145 — — — — — 145
Other(5) ...vveeee i — — — — — 16.2 16.2
Total contractual obligations.................. $3,407.9 $1,235.2 $1,062.7 $8528 $624.7 $ 1,154.6 $8,337.9
(1) Interest expense assumes the continuation of interest rates and outstanding borrowings under our credit facilities as of March 29, 2009.

@)

Excludes amounts associated with operating leases having remaining non-cancelable lease terms of one year or less.
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(3) Represents hog and cattle purchase agreements with certain hog and cattle producers. The number of animals that we will be obligated to purchase is based
on minimum quantity commitments to the extent the agreements contain those commitments, or management estimates based on past history for such hog
and cattle purchases. The contracts are subject to market pricing at delivery. Due to the uncertainty of market prices at the time of future delivery we have
estimated market prices based on futures contracts and applied those prices to all years. Cattle purchase agreements are short-term contracts with renewal
options. Therefore, cattle purchase commitments have only been estimated through year one. See Note 12, “Commitments and contingencies” to our
unaudited consolidated financial statements included in this prospectus.

(4) On May 15, 2007, we entered into an Installment Bond Purchase Agreement with the City of Cactus, Texas, or the City. Under this agreement, we committed
to purchase up to $26.5 million of bonds from the City, which are being issued to fund improvements to its sewer system which is utilized by our beef
processing plant located in Cactus, Texas. We will purchase the bonds in installments as improvements are completed through an anticipated date of June
2010. The interest rate on the bonds is six-month LIBOR plus 350 basis points. The bonds mature on June 1, 2032 and are subject to annual mandatory
sinking fund redemption beginning on June 1, 2011. We have purchased $12.0 million in bonds as of December 28, 2008 and expect to purchase the
remaining $14.5 million in 2009.

(5) Includes certain obligations for capital expenditures and other insignificant purchase obligations.

Off-balance sheet arrangements

As of March 29, 2009, we did not have any significant off-balance sheet arrangements as defined in Item 303(a)(4)(ii) of
SEC Regulation S-K.

However, as of March 29, 2009, we did have the following guarantees and keepwell obligations that are not recorded on
our balance sheet: (1) our guarantee of JBS S.A.’s 10.5% senior notes due 2016 described under “—Liquidity and capital
resources—External sources of liquidity and description of indebtedness—Guarantee of 10.5% senior notes due 2016 of
JBS S.A.” and (2) Five Rivers’ obligation under a keepwell agreement to pay up to $250.0 million of the obligations of J&F
Oklahoma under J&F Oklahoma'’s credit facility described in “Certain relationships and related party transactions—
Arrangements with J&F Oklahoma—Guarantee of J&F Oklahoma revolving credit facility.”

Quantitative and qualitative disclosures about market risk

Market risk relating to our operations results primarily from changes in commodity prices, interest rates and foreign
exchange rates, as well as credit risk concentrations. To address certain of these risks, we enter into various derivative
transactions as described below. If a derivative instrument is accounted for as a hedge, as defined by Statement of
Financial Accounting Standards No. 133, “Accounting for Derivative Instruments and Hedging Activities,” as amended
(SFAS No. 133(R)), depending on the nature of the hedge, changes in the fair value of the instrument either will be offset
against the change in fair value of the hedged assets, liabilities or firm commitments through earnings, or be recognized in
other comprehensive income (loss) until the hedged item is recognized in earnings. The ineffective portion of an
instrument’s change in fair value, as defined by SFAS No. 133(R), is recognized immediately. Additionally, we hold certain
positions, primarily in grain and livestock futures, that either do not meet the criteria for hedge accounting or are not
designated as hedges. These positions are marked to market, and the unrealized gains and losses are reported in
earnings at each reporting date. Changes in market value of derivatives used in our risk management activities relating to
forward sales contracts are recorded in net sales. Changes in market value of derivatives used in our risk management
activities surrounding inventories on hand or anticipated purchases of inventories are recorded in cost of sales.

The sensitivity analyses presented below are the measures of potential losses of fair value resulting from hypothetical
changes in market prices related to commodities. Sensitivity analyses do not consider the actions we may take to mitigate
our exposure to changes, nor do they consider the effects such hypothetical adverse changes may have on overall
economic activity. Actual changes in market prices may differ from hypothetical changes.

Commodity risk

We utilize various raw materials in our operations, including cattle, hogs, and energy, such as natural gas, electricity and
diesel fuel, which are all considered commaodities. We consider these raw materials generally available from a number of
different sources and believe we can obtain them to meet our requirements. These commodities are subject to price
fluctuations and related price risk due to factors beyond our control, such as economic and political conditions, supply and
demand, weather, governmental regulation and other circumstances. Generally, we purchase derivatives in an attempt to
mitigate price risk related to our anticipated consumption of commodity inputs for periods of up to 12 months. We may
enter into longer-term derivatives on particular commaodities if deemed appropriate. As of December 28, 2008 and

March 29, 2009, we had derivative positions in place covering less than 1% and 2.5% of anticipated cattle needs and 11%
and 14%, respectively, of anticipated hog needs, in each case through December 2009.
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We use derivatives for the purpose of mitigating exposure to market risk, such as changes in commodity prices and
foreign currency exchange rates. We use exchange-traded futures and options to hedge livestock commodities. The fair
value of derivative assets is recognized within other current assets, while the fair value of derivative liabilities is
recognized within accrued liabilities. The fair value of derivatives at December 28, 2008 and March 29, 2009 are as
follows:

As of As of
December 28, March 29,
in thousands 2008 2009
Assets:
ComMMOUILY EINVALIVES ......ceeiiiiiiiieiiiiiie ettt e e st e e e st e e e s etb e e e e s stbeeeessabaeeessntreeaeanes $42,087 $23,582
Foreign currency rate deriVAtiVES ...........ceuiieeiiiiiiiiieiece e e e s e s e e e e e e s s snnreaeeeeeeee s 12,002 14,463
Total fair VAIUE, ASSELS ......cooi e $54,089 $38,045
Liabilities:
CoMMOAILY EFVALIVES ....ccvvieiiieeiitiee sttt ettt e st e st e e saa e e snbe e e sareeennes $16,392 $7,056
Foreign currency rate deriVatiVES ...........cceiiii it a e e e e e e e 592 5,246
Total fair value, IabilItIES .........ocueiieiee e e e $16,984 $12,302
Net coOMMOdity EMNVALIVES ........ccoiiiiiee ittt et e et e e e s st e e e s st e e e s steeeeestaeeaens $25,695 $16,526
Net foreign currency rate deriVAtIVES ..........evivieiiiiiiiieiie e e s s e e e e e s e snrerrreeeee e 11,410 9,217
Total Net fair VAIUE..........coooiiee $37,105 $25,743

As of December 28, 2008 and March 29, 2009, the net deferred amount of derivative losses recognized in accumulated
other comprehensive income was $0.3 million and $90,000, net of tax. We anticipate these amounts will be transferred
out of accumulated other comprehensive income and recognized within earnings over the next 12 months.

Interest rate risk

As of December 28, 2008 and March 29, 2009, we had fixed-rate debt of $19.0 million and $17.8 million, respectively, with
a weighted average interest rate of 8.4% for each period. We have exposure to changes in interest rates on this fixed-rate
debt. Market risk for fixed-rate debt is estimated as the potential increase in fair value resulting from a hypothetical 10%
decrease in interest rates. A hypothetical 10% decrease in interest rates would have increased the fair value of our fixed-
rate debt by approximately $0.4 million at March 29, 2009 and $0.4 million at December 28, 2008. The fair values of our
debt were estimated based on quoted market prices and/or published market interest rates.

As of December 28, 2008 and March 29, 2009, we had variable rate debt of $859.3 million and $959.2 million,
respectively, with a weighted average interest rate of 6.2% and 5.8%, respectively. A hypothetical 10% increase in interest
rates effective at March 29, 2009, and December 28, 2008, would have increased interest expense by approximately $5.6
million for the fiscal quarter ended March 29, 2009 and $5.3 million for the fiscal year ended December 28, 2008.

Foreign currency risk

We have foreign exchange gain/loss exposure from fluctuations in foreign currency exchange rates primarily as a result of
a U.S. dollar-denominated intercompany note between two of our subsidiaries located in Australia. The primary currency
exchange rate to which we have exposure is the U.S. dollar to Australian dollar exchange rate due to: (1) our significant
investment in our Australian subsidiaries and (2) sales denominated in currencies other than U.S. dollars. While we use
foreign currency forward contracts to mitigate price risk on committed future deliveries, we have elected not to use foreign
currency forward contracts to mitigate the risk related to our investment in Australia, primarily since the effect of these
fluctuations is non-cash in nature and the purchase of forward contracts would have a cash cost. In addition, the definition
of EBITDA used by our lending institutions eliminates foreign currency gains and losses prior to calculating covenant
compliance. In the future we may elect to enter into forward contracts to mitigate this foreign currency risk.
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Sensitivity analysis

The following sensitivity analysis table estimates our exposure to changes in the fair value of commodity price derivatives
and foreign currency exchange rate derivatives at December 28, 2008 and March 29, 2009. The sensitivity analysis
reflects the impact of a hypothetical 10% adverse change in the fair value of applicable commodity prices and foreign
exchange currency rates and excludes the underlying items that are being hedged, such as future sales commitments or

future livestock commitments.

As of As of

December 28, March 29,

in thousands 2008 2009

Fair value:

ComMMOUILY EMVALIVES ......eiiiiiiiieeiciieie et e st e e e st e e st e e e st e e e e s stb e e e e s ssbaeeesssbaeeeestaeeeeanns $25,695 $16,526

Foreign currency rate deriVatiVES ...........ceuiieeiiiiiiiiieiece s e e s e e e e e e e s s reeeeeee e 11,410 9,217

LI = LR OPPSTURR $37,105 $25,743
Estimated fair value volatility (-10%):

ComMMOItY EIVALIVES .....ccveeiieiiieetie ettt ettt e et e et e e eaee e st e e eateeenns $17,680 $11,607

Foreign currency rate deriVatiVES ...........ccoiiiiiiiiiiiiiiiie et e e e baeeeaa e 25,391 18,865

LI €= LR PPPOTPPR $43,071 $30,472
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Business

Overview

We are a global leader in beef and pork processing with approximately $15.4 billion in net sales for the fiscal year ended
December 28, 2008 on a pro forma basis. In terms of daily slaughtering capacity, we are among the leading beef and pork
processors in the United States and we have been the number one processor of beef in Australia for the past 15 years. As
a standalone company, we would be the largest beef processor in the world. We also own and operate the largest feedlot
business in the United States. We process, prepare, package and deliver fresh, processed and value-added beef and
pork products for sale to customers in over 60 countries on six continents. Our operations consist of supplying fresh meat
products, processed meat products and value-added meat products. Fresh meat products include refrigerated beef and
pork processed to standard industry specifications and sold primarily in boxed form. Our processed meat offerings, which
include beef and pork products, are cut, ground and packaged in a customized manner for specific orders. Additionally,
we process lamb and mutton products. Our value-added products include moisture-enhanced, seasoned, marinated and
consumer-ready products. We also provide services to our customers designed to help them develop more
comprehensive and profitable sales programs. Our customers are in the food service, international, further processor and
retail distribution channels. We also produce and sell by-products that are derived from our meat processing operations,
such as hides and variety meats, to customers in the clothing, pet food and automotive industries, among others.

Prior to 2002, our predecessor was owned and operated by a multinational food company and not operated as a raw
material supplier for the processed portions of its business. From 2002 to 2007, we were owned by a private equity
company that pursued a strategy of restricting our capital expenditures and maximizing dividends, including reducing the
operations at our Greeley, Colorado plant to a single shift and selling five feedlot facilities, two cow slaughter facilities, and
an Australian beef patty making and distribution facility.

We are a wholly owned indirect subsidiary of JBS S.A., the world’s largest beef producer, which has a daily slaughtering
capacity of 73,940 head of cattle. In the fiscal quarter ended March 29, 2009, we represented approximately 78% of JBS
S.A’’s gross revenues. Over the past few years, JBS S.A. has acquired several U.S. and Australian beef and pork
processing companies and slaughterhouses, which now comprise JBS USA Holdings, Inc. and its subsidiaries:

e onJuly 11, 2007, JBS S.A. acquired Swift Foods Company (our predecessor company, which was subsequently
renamed JBS USA Holdings, Inc.), which we refer to as the Swift Acquisition;

< on May 2, 2008, we acquired substantially all of the assets of the Tasman Group Services, Pty. Ltd., or the Tasman
Group, which we refer to as the Tasman Acquisition; and

« on October 23, 2008, we acquired Smithfield Beef Group, Inc. (which we subsequently renamed JBS Packerland),
which included the 100% acquisition of Five Rivers. We refer to this transaction as the JBS Packerland Acquisition.

In the United States, we conduct our operations through eight beef processing facilities, three pork processing facilities,
one lamb processing facility, one case-ready beef and pork facility, one hide tannery, seven leased regional distribution
centers, two grease-producing facilities, and 11 feedlots operated by Five Rivers, which supply approximately 30% of our
fed cattle needs. In Australia, we operate ten beef and small animals processing facilities, including the largest and what
we believe is the most technologically advanced facility in the country, and five feedlots which supply approximately 18%
of our fed cattle needs. Our small animals processing facilities in Australia process hogs, lamb and sheep, or smalls. Our
Australian facilities are strategically located to access raw materials in a cost effective manner and to service our global
customer base. We have the capacity to process approximately 28,600 cattle, 48,500 hogs and 4,500 lambs daily in the
United States and 8,690 cattle and 15,000 smalls daily in Australia based on our facilities’ existing configurations.

Our business operations are organized into two segments:

e our Beef segment, through which we conduct our domestic beef processing business, including the beef operations we
acquired in the JBS Packerland Acquisition, and our international beef, lamb and sheep processing businesses that we
acquired in the Tasman Acquisition; and

« our Pork segment, through which we conduct our domestic pork and lamb processing business.

We had consolidated net sales of $15.4 billion on a pro forma basis in the fiscal year ended December 28, 2008, and we
had consolidated net sales of $3.2 billion in the fiscal quarter ended March 29, 2009. In the same periods, we had gross
profit of $608.0 million on a pro forma basis and $73.0 million, respectively, and Adjusted EBITDA of $531.8 million on a
pro forma basis and $66.1 million, respectively. Our net income for the fiscal year ended December 28, 2008 was $192.1
million on a pro forma basis and $2.3 million for the fiscal quarter ended March 29, 2009. Our Beef and Pork segments
represented 84% and 16%, respectively, of our net sales on a pro forma basis during the fiscal year ended December 28,
2008, and 84% and 16%, respectively, of our net sales during the fiscal quarter ended March 29, 2009.
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Industry overview
Beef
United States

Beef products are second to chicken as the largest source of meat protein in the United States. The United States has the
largest grain-fed cattle industry in the world and is the world’s largest producer of beef, which is primarily high-quality
grain-fed beef for domestic and export use. The domestic beef industry is characterized by daily price changes based on
seasonal consumption patterns and overall supply and demand for beef and other proteins in the United States and
abroad. Cattle prices vary over time and are impacted by inventory levels, the production cycle, weather and feed prices,
among other factors.

Beef processors include vertically integrated companies, who own and raise cattle on feed for use in their processing
facilities, and pure processors, who do not own cattle on feed. Vertically integrated beef processors can be subjected to
significant working capital demands, since cattle typically feed in the yards for 90-180 days without any revenue
generation until processed. Additionally, as cattle on feed consume feed with a replacement price that is subject to market
changes, vertically integrated beef processors have direct financial exposure to the volatility in corn and other feedstock
prices. Pure U.S. beef processors generally purchase cattle in the spot market or pursuant to market-priced supply
arrangements from feedlot operators, process the cattle in their own facilities and sell the beef at spot prices. Cattle are
usually purchased at market prices and held for less than a day before processing, thus such processors are not exposed
to changing market prices over as great a time span as vertically integrated beef processors. Pure beef processors are
primarily “spread” operators, and their operating profit is largely determined by plant operating efficiency rather than by
fluctuations in prices of cattle and beef.

During the past few decades, consumer demand for beef products in the United States has been in line with population
growth, which is the primary driver of aggregate demand. Export demand has fluctuated widely due to the closing of
certain international markets following the discovery of isolated cases of BSE (also commonly referred to as mad cow
disease), in 2003 and 2004, and the sporadic re-opening of such markets. We believe that consumer demand for U.S.
exports in developing countries is driven by population growth compounded by economic growth. As consumers’
economic circumstances improve, they increasingly shift their diets to protein. Industry-wide export sales have been
ramping up from 2004 through mid-2009, trending toward pre-2003 levels.

Between 2006 and January 2008, our largest U.S. beef competitor eliminated two million head per year of slaughter
capacity in four plants. This represented a reduction of nearly 7% of total U.S. industry-wide capacity and has helped
improve the supply/demand balance of beef in the U.S. and export markets.

Australia

Australia has traditionally been a supplier of grass-fed beef. Grass is a much cheaper feed source than grain. With the
vast amount of land in Australia available for cattle raising and feeding, grass is the predominant feeding method.
Australia also has a grain-fed beef cattle sector which primarily supplies processed cattle for export to Japan and South
Korea and to the domestic market. Grain-fed cattle accounted for 27% of the adult cattle slaughter in 2008, representing
34% of total beef production in Australia. The majority of cattle slaughtered in Australia are range or grass-fed and not
finished in the feedlots. Australia has been one of the leading beef export countries for more than a decade. We believe
that approximately 75% of exports have historically been sold to the United States, Japan and South Korea, but Australian
beef has been increasingly exported to Russia, Taiwan, Mexico, Chile and the United Arab Emirates, among other
countries. Although Australian meat packers, including our Australian operations, benefited from the closure of many
markets to North American beef as a result of BSE detections in North American cattle, Australian exports have remained
strong following the reopening of international markets to North American beef.

Global exports

We sell our products in over 60 countries on six continents, and exports accounted for approximately 24% of our sales in
2008 on a pro forma basis and 21% of our sales for the fiscal quarter ended March 29, 2009. The international beef
market is divided into two blocks based on factors that include common sanitary criteria, such as restrictions on imports of
fresh beef from countries that permit foot-and-mouth disease, or FMD, vaccination programs or beef treated with growth
hormones.

The United States has been an FMD-free country since the eradication of the disease, and it does not implement
vaccination programs. However, the United States treats most of their cattle with growth hormones, and, accordingly, the
European Union and several other countries have banned imports of beef treated with growth hormones from the United
States.
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In contrast, Brazil and Argentina have prohibited the use of growth hormones on their cattle. JBS S.A. is a large exporter
of beef to the European Union.

We believe that our U.S. export operations of fresh beef today do not directly compete with our parent company’s
Brazilian and Argentine export operations of fresh beef in our main export destinations. Consequently, we do not have
formal arrangements with JBS S.A. to coordinate our exports in our export markets. However, to the extent that sanitary
restrictions change in the future, we could become direct competitors of our parent company in certain export markets.

We do compete with JBS S.A. to a limited degree, however, for example, to the extent that our Australian operations
export to the European Union, the Middle East and Southeast Asia, which are also export markets for JBS S.A. We do not
believe our Australian business’ competition with JBS S.A. in these markets has a material adverse effect on our current
business.

Pork

Pork products are the most widely consumed meat in the world. Pork is the third largest source of meat protein in the
United States, behind chicken and beef. The United States, which is widely regarded as a world leader in food safety
standards, is the third largest producer worldwide, behind China and the European Union, and one of the largest
exporters of pork products.

The domestic pork industry is characterized by daily price changes based on seasonal consumption patterns and overall
supply/demand for pork and other meats in the United States and abroad. Generally, domestic and worldwide consumer
demand for pork products drive pork processors’ long-term demand for hogs. To operate profitably, hog processors seek
to acquire or raise hogs at the lowest possible costs and minimize processing costs by maximizing plant operating rates.
Hog prices vary over time and are impacted by inventory levels, the production cycle, weather and feed prices, among
other factors.

Pork processors include vertically integrated companies, which own and raise hogs on feed for use in their processing
facilities, and pure processors, who do not own hogs on feed. Vertically integrated pork processors can be subjected to
significant financial impact from working capital demands, since hogs feed in the yards for approximately 180 days without
revenue generation until processed. Additionally, since hogs on feed consume feed with a replacement price that is
subject to market changes, vertically integrated pork processors have direct financial exposure to the volatility in corn and
other feedstock prices. Pure processors generally purchase finished hogs under long-term supply contracts at prevailing
market prices, process the hogs in their own facilities and sell the finished products at spot prices. Finished hogs are
typically purchased at market prices and held for less than one day before processing, thus pure processors are not
exposed to changing market prices over as great a time span as vertically integrated processors. Pure pork processors
are primarily “spread” operators, and their operating profit is largely determined by plant operating efficiency and not by
fluctuations in prices of hogs and pork.

While affected by seasonal consumption patterns, demand for pork has remained consistently strong. During the past few
decades, population growth has been the primary driver of increased aggregate pork product demand in the United
States. We believe that consumer demand for U.S. exports in developing countries is driven by population growth
compounded by economic growth: as consumers’ economic circumstances improve, they increasingly shift their diets to
protein. To satisfy the growing global demand, U.S. pork exports have more than tripled in the past decade. The top three
leading export markets for U.S. pork and pork variety meats are Japan, Mexico and Canada.

Competitive strengths

We are well positioned as a leading meat processor in the U.S. and Australia. We have implemented significant
operational improvements over the last several years, resulting in increases in throughput, additional value-added
products, improved food safety and industry-leading worker safety. Our competitive strengths include:

Scale and leading market positions in beef and pork industries

As a standalone company we would be the largest beef processor in the world. In terms of daily slaughtering capacity, we
are among the leading beef and pork processors in the United States and we have been the number one processor of
beef in Australia for the past 15 years. With a slaughtering capacity of 37,290 heads per day in beef, 48,500 heads per
day in hogs and over 19,500 heads per day in smalls, our scale provides us with operational flexibility to:

« source our products based on the most favorable conditions of input costs,
« diversify our operations to minimize sanitary risk, and

e attain proximity to our raw materials and end customers given our geographical reach, saving freight and storage costs.
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During the past few decades, consumer demand for beef and pork products in the United States has been increasing
primarily as a result of population growth. Global protein demand has remained strong due to continued population growth
and economic growth in developing countries. Despite the current economic recession, we believe protein demand will
continue to increase in the long-term in conjunction with rising living standards and a growing middle class in developing
countries. As part of JBS S.A., the world’s leading beef producer, and given the industry’s significant barriers to entry, we
believe we are well-positioned to serve this growing global demand.

Diversified business model with international reach

Our business is well diversified across proteins and all major distribution channels, as well as geographically with respect
to production and distribution.

« Diversified protein offerings: We sell beef, pork and lamb products. Selling multiple proteins offers us the opportunity
to cross-sell to our customers and to diversify typical industry risks such as industry cycles, the impact of species-
based diseases and changes in consumer protein preferences. As a result of our multiple proteins, our businesses,
when taken as a whole, are less likely to be severely impacted by issues affecting any one protein. Additionally, our
JBS Packerland beef processing facilities are engineered to provide us with the flexibility to process a variety of cattle,
which allows further diversification of our beef product offerings. For example, our JBS Packerland facilities are
engineered to process both cattle raised for beef production and cattle bred for dairy production. This flexibility enables
us to shift our operations on a daily basis between beef and dairy cattle depending on market availability, seasonal
demand and relative margin attractiveness, setting us apart from many beef processing facilities in the United States.

« Sales and distribution channel diversification: We benefit from our diversified sales and distribution channels, which
include national and regional retailers (including supermarket chains, independent grocers, club stores and wholesale
distributors), further processors (including those that make bacon, sausage and deli and luncheon meats), international
markets and the food service industry (including food service distributors, which service restaurant and hotel chains
and other institutional customers). We sell our products to over 6,000 customers worldwide with no customer
accounting for more than 4.5% of our net sales. This reduces our dependence on any market or customer and provides
multiple channels for potential growth. In the retail segment, we further benefit from a variety of widely recognized
brands, including Swift, Swift Premium, Swift Angus Select, Swift Premium Black Angus, Miller Blue Ribbon Beef and
G.F. Swift 1855 among others. We also manufacture products for some of our main customers’ private label brands.

« Geographic diversification: We sell our products in over 60 countries on six continents. During fiscal 2008, on a pro
forma basis, and the fiscal quarter ended March 29, 2009, we had international sales of $3.8 billion and $0.7 billion,
respectively. Overall, exports accounted for approximately 24% of our sales in 2008 on a pro forma basis and 21% of
our sales for the fiscal quarter ended March 29, 2009. Exports are an important part of our strategy and a competitive
advantage. In fiscal 2008, we supplied Japan and South Korea with 36% and 47% of their total beef imports,
respectively, according to Meat & Livestock Australia Limited. We believe we were the largest supplier of beef imported
into Japan and South Korea in 2008. Our imports of beef to the United States from Australia totaled 32% of total
Australian beef imports to the United States during fiscal 2008. Our geographic diversification enables us to reduce
exposure to any one market and concurrently have access to all export markets. Additionally, having access to
international markets allows us to potentially generate higher returns as many of our export products, such as tongue,
heart, kidney and other variety meats, garner higher demand and pricing in foreign markets, particularly in Asia.

Our processing platforms in the United States and Australia, which are two major beef producing countries, provide us
with enough geographic diversification and operating flexibility to satisfy demand depending on market conditions and
sanitary restrictions. For example, our facilities in Dinmore, Beef City, Brooklyn and Longford, Australia accommodate
non-hormone-treated fed cattle allowing us to market our products to the European Union (which prohibits imports of
hormone-treated products). Accordingly, each of these facilities is eligible to ship to the European Union. We also
benefit from greater international market access through our Worthington pork plant, which is one of only three facilities
in the United States certified for export to the European Union. Additionally, our JBS Packerland facilities are located
near major metropolitan areas, resulting in lower freight costs relative to cattle processing facilities in more rural
locations.

While the closure of foreign markets to U.S. beef in 2003 negatively impacted the U.S. beef industry, our Australian beef
operation retained access to those markets and benefited from reduced competition. Furthermore, we have a U.S. sales
office which annually sources over $160 million of meat products from our Australian facilities into the U.S. market—
products that provide U.S. customers, particularly in the food service and further processing channels, with a source of
lean protein.
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