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The Plan Sponsor attempts to manage certain of these risks through the use of risk 
management and hedging programs, which include forward purchase and sale agreements and futures and 
options, but these strategies cannot and do not fully eliminate these risks. Furthermore, these programs 
may also limit the Plan Sponsor’s ability to participate in gains from favorable commodity price 
fluctuations. Also, a portion of its forward purchase and sale contracts are marked-to-market such that the 
related unrealized gains and losses are reported in earnings on a quarterly basis. Therefore, losses on those 
contracts would adversely affect the Plan Sponsor’s earnings and may cause significant volatility in its 
quarterly earnings.  

Accordingly, the Plan Sponsor may be unable to pass on all or part of any increased costs 
experienced from time to time to consumers of its products directly, in a timely manner or at all. 
Additionally, if the Plan Sponsor does not attract and maintain contracts or marketing relationships with 
independent producers and growers, its production operations could be disrupted.  

5. The Plan Sponsor’s businesses are subject to government policies and extensive regulations 
affecting the cattle, hog, beef and pork industries.  

Livestock production and trade flows are significantly affected by government policies 
and regulations. Governmental policies affecting the livestock industry, such as taxes, tariffs, duties, 
subsidies and import and export restrictions on livestock products, can influence industry profitability, the 
use of land resources, the location and size of livestock production, whether unprocessed or processed 
commodity products are traded, and the volume and types of imports and exports.  

The Plan Sponsor’s plants and products are subject to periodic inspections by federal, 
state and municipal authorities and to comprehensive food regulation, including controls over processed 
food. The Plan Sponsor’s operations are subject to extensive regulation and oversight by state, local and 
foreign authorities regarding the processing, packaging, storage, distribution, advertising and labeling of 
its products, including food safety standards. Its exported products are often inspected by foreign food 
safety authorities, and any violation discovered during these inspections may result in a partial or total 
return of a shipment, partial or total destruction of the shipment and costs due to delays in product 
deliveries to customers.  

The operations of the Plan Sponsor in the United States are subject to extensive 
regulation and oversight by the USDA, the U.S. Environmental Protection Agency, or the EPA, and other 
state, local and foreign authorities regulating the processing, packaging, labeling, storage, distribution and 
advertising of products. Recently, the food safety practices and procedures of the meat processing 
industry have been subject to more intense scrutiny and oversight by the USDA. Food safety standards, 
processes and procedures are subject to the USDA Hazard Analysis Critical Control Point program, 
which includes compliance with the Public Health Security and Bioterrorism Preparedness and Response 
Act of 2002. Wastewater, storm water and air discharges from the Plan Sponsor’s operations are subject 
to extensive regulations by the EPA and other state and local authorities. Its facilities for processing beef, 
pork and lamb are subject to a variety of federal, state and local laws relating to the health and safety of 
employees including those administered by the U.S. Occupational Safety and Health Administration, or 
OSHA. The Plan Sponsor’s Australian operations also are subject to extensive regulation by the 
Australian Quarantine Inspection Service, or AQIS, and other state, local and foreign authorities. 
Additionally, the Plan Sponsor is routinely affected by new or amended laws, regulations and accounting 
standards. Failure to comply with applicable laws and regulations or failure to obtain necessary permits 
and registrations could delay or prevent the Plan Sponsor from meeting current product demand or 
acquiring new businesses, as well as possibly subjecting it to administrative penalties, damages, 
injunctive relief, fines, injunctions, recalls of products or seizure of properties as well as potential 
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criminal sanctions, any of which could materially adversely affect the financial results of the Plan 
Sponsor.  

Government policies in the United States, Australia and other jurisdictions may adversely 
affect the supply, demand for and prices of livestock products, restrict the Plan Sponsor’s ability to do 
business in existing and target domestic and export markets and could adversely affect its results of 
operations. For example, the European Union has banned the importation of beef raised using hormones. 
The Plan Sponsor’s facilities in the U.S. and, to a limited extent, its facilities in Australia process cattle 
that have been raised with hormones and therefore, the Plan Sponsor is prohibited from exporting 
products from these facilities to the European Union. In addition, the Obama administration announced 
recently that it would seek to ban many routine uses of antibiotics, which are fed to farm animals to 
encourage rapid growth, in hopes of reducing the spread of dangerous bacteria in humans.  

In addition, if the Plan Sponsor is required to comply with future material changes in 
food safety regulations, it could be subject to material increases in operating costs and could be required 
to implement regulatory changes on schedules that cannot be met without interruptions in its operations.  

6. Compliance with environmental requirements may result in significant costs, and failure to 
comply may result in civil liabilities for damages as well as criminal and administrative 
sanctions and liability for damages.  

The Plan Sponsor’s operations are subject to extensive and increasingly stringent federal, 
state, local and foreign laws and regulations pertaining to the protection of the environment, including 
those relating to the discharge of materials into the environment, the handling, treatment and disposition 
of wastes and remediation of soil and ground water contamination. Failure to comply with these 
requirements can have serious consequences, including criminal as well as civil and administrative 
penalties, claims for property damage, personal injury and damage to natural resources and negative 
publicity. The Plan Sponsor has incurred significant capital and operating expenditures and expects to 
incur approximately $30 million in additional capital expenditures between 2009 and 2012, including for 
the upgrade of its wastewater treatment facilities and remediation of previous contamination from the 
release of wastewater from certain of its plants under predecessor ownership. Additional environmental 
requirements imposed in the future and/or stricter enforcement of existing requirements could require 
currently unanticipated investigations, assessments or expenditures and may require the Plan Sponsor to 
incur significant additional costs. The nature of these potential future charges is unknown so it is not 
possible to estimate the magnitude of any future costs, and the Plan Sponsor has not accrued any reserve 
for any potential future costs.  

Some of the Plan Sponsor’s facilities have been in operation for many years. During that 
time, the Plan Sponsor and previous owners and operators of these facilities have generated and disposed 
of wastes that are or may be considered hazardous or may have polluted the soil, surface water or 
groundwater at these facilities and adjacent properties. Some environmental laws impose strict and, in 
certain circumstances, joint and several liability for costs of investigation and remediation of 
contaminated sites on current and former owners and operators of the sites, and on persons who arranged 
for disposal of wastes at such sites. Discovery of previously unknown contamination of property 
underlying or in the vicinity of the Plan Sponsor’s or its predecessor’s present or former properties or 
manufacturing facilities and/or waste disposal sites could require the Plan Sponsor to incur material 
unforeseen expenses. Occurrences of any of these events may have a material adverse effect on the 
business, financial condition, results of operations and cash flows of the Plan Sponsor.  

In addition, increasing efforts to control emissions of greenhouse gases, or GHG, are 
likely to impact the Plan Sponsor. In the United States, the EPA recently proposed a mandatory GHG 
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reporting system for certain activities, including manure management systems, which exceed specified 
emission thresholds. The EPA has also announced a proposed finding relating to GHG emissions that 
may result in promulgation of GHG air quality standards. The U.S. Congress is considering various 
options, including a cap and trade system which would impose a limit and a price on GHG emissions and 
establish a market for trading GHG credits. The House of Representatives recently passed a bill 
contemplating such a cap and trade system, and the bill is now before the Senate.  

Certain states have taken steps to regulate GHG emissions that may be more stringent 
than federal regulations. In Australia, the federal government has proposed a GHG cap and trade system 
that would cover agricultural operations, including certain of the Plan Sponsor’s feedlots, and at least two 
of its processing plants. Certain states in Australia could also adopt regulations of GHG emissions which 
are stricter than Australian federal regulations. While it is not possible to estimate the specific impact 
final GHG regulations will have on the Plan Sponsor’s operations, there can be no guarantee that these 
measures will not have significant additional impact.  

7. The Plan Sponsor’s export and international operations expose it to political and economic 
risks in foreign countries, as well as to risks related to currency fluctuations.  

Sales outside the United States, primarily to Russia, Japan, Mexico, South Korea, 
Canada, Taiwan and China, accounted for approximately 21% of the Plan Sponsor’s total net sales for the 
fiscal quarter ended March 29, 2009.  Its international activities expose the Plan Sponsor to risks not 
faced by companies that limit themselves to sales in the United States only. One significant risk is that the 
international operations may be affected by import restrictions and tariffs, other trade protection 
measures, and import or export licensing requirements. For example, in 2008, exports to Japan from the 
Plan Sponsor’s processing plant in Wisconsin were suspended, as were exports to South Korea from its 
Colorado plant and to Russia from one of its pork production plants. In April 2009, Russia halted imports 
from the Plan Sponsor’s pork facility in Louisville, Kentucky. The future financial performance of the 
Plan Sponsor will depend significantly on economic, political and social conditions in the Plan Sponsor’s 
and JBS S.A.’s principal export markets (the European Union, Russia, the United States, Japan, Mexico, 
Canada, Taiwan, China and the Middle East). Other risks associated with the Plan Sponsor’s international 
activities include:  

• changes in foreign currency exchange rates and inflation in the foreign countries in 
which the Plan Sponsor operates;  

• exchange controls;  

• changes in a specific country’s or region’s political or economic conditions, 
particularly in emerging markets;  

• potentially negative consequences from changes in regulatory requirements;  

• difficulties and costs associated with complying with, and enforcing remedies under, 
a wide variety of complex international laws, treaties, and regulations, including, 
without limitation, the Foreign Corrupt Practices Act;  

• tax rates that may exceed those in the United States and earnings that may be subject 
to withholding requirements and incremental taxes upon repatriation;  

• potentially negative consequences from changes in tax laws; and  
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• distribution costs, disruptions in shipping or reduced availability of freight 
transportation.  

While the Plan Sponsor attempts to manage certain of these risks through the use of risk 
management and hedging programs, which include futures and options, these strategies cannot and do not 
fully eliminate these risks. An occurrence of any of these events could negatively impact the Plan 
Sponsor’s results of operations and ability to transact business in existing or developing markets.  

8. Deterioration of economic conditions could negatively impact the business of the Plan 
Sponsor.  

The Plan Sponsor’s business may be adversely affected by changes in national or global 
economic conditions, including inflation, interest rates, availability of capital markets, consumer spending 
rates, energy availability and costs (including fuel surcharges) and the effects of governmental initiatives 
to manage economic conditions. Any such changes could adversely affect the demand for its products 
both in domestic and export markets, or the cost and availability of its needed raw materials, cooking 
ingredients and packaging materials, thereby negatively affecting its financial results.  

The recent disruptions in credit and other financial markets and deterioration of national 
and global economic conditions, could, among other things:  

• negatively impact global demand for protein products, which could result in a 
reduction of sales, operating income and cash flows;  

• cause customers or end consumers of products to “trade down” to other protein 
sources such as chicken or fish, or to cuts of beef or pork that are less profitable, 
putting pressure on the Plan Sponsor’s profit margins;  

• make it more difficult or costly for the Plan Sponsor to obtain financing for its 
operations or investments or to refinance its debt in the future;  

• cause its lenders to depart from prior credit industry practice and make more 
difficult or expensive the granting of any technical or other waivers under its debt 
agreements to the extent the Plan Sponsor may seek them in the future;  

• impair the financial condition of some of its customers, suppliers or counterparties to 
the Plan Sponsor’s derivative instruments, thereby increasing customer bad debts or 
non-performance by suppliers or counterparties;  

• decrease the value of the Plan Sponsor’s investments; and  

• impair the financial viability of the Plan Sponsor’s insurers. 

9. Failure to successfully implement the Plan Sponsor’s business strategies may affect plans to 
increase revenue and cash flow.  

The Plan Sponsor’s growth and financial performance depends, in part, on its success in 
implementing numerous elements of its strategies that are dependent on factors that are beyond its 
control.  
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The Plan Sponsor may be unable to fully or successfully implement its strategies. The 
beef and pork industries and the food distribution industry are particularly influenced by changes in 
customer preferences, governmental regulations, regional and national economic conditions, demographic 
trends and sales practices by retailers, among other factors. Some aspects of the Plan Sponsor’s strategy 
require an increase in operating costs and a significant increase in capital expenditures that may not be 
offset by a corresponding increase in revenue, resulting in a decrease in operating margins.  

For example, the Plan Sponsor is pursuing a global direct distribution strategy as it seeks 
to enhance operating margins. The implementation of this strategy will require the Plan Sponsor to make 
substantial investments in order to build a distribution center network, as well as related operating 
expenses. There can be no assurance that the increased sales levels and enhanced margins anticipated will 
result from this strategic initiative, or that the Plan Sponsor will achieve an adequate return on the 
required investment. In addition, this strategy may expose the Plan Sponsor to direct competition with 
existing third party distribution customers in some segments, which could affect relationships with these 
customers.  

10. The Plan Sponsor’s business strategies require substantial capital and long-term 
investments, which it may be unable to fund.  

The Plan Sponsor’s business strategies will require substantial additional capital 
investment, including, for example, its strategy of creating a global direct distribution network. To the 
extent that the net proceeds from the Plan Sponsor’s offering of JBS Common Stock and cash generated 
internally and cash available under its revolving credit facility are not sufficient to fund capital 
requirements, the Plan Sponsor will require additional debt and/or equity financing. However, this type of 
financing may not be available or, if available, may not be available on satisfactory terms, including as a 
result of adverse macroeconomic conditions. The Plan Sponsor’s parent company, JBS S.A., has invested 
over $1.4 billion in equity capital in the Plan Sponsor since the Swift Acquisition in 2007. In addition, 
since July 11, 2007, the Plan Sponsor have invested $187.0 million in its U.S. and Australian 
manufacturing operations, excluding the JBS Packerland and Tasman Acquisitions. The parent company 
may not agree to provide the Plan Sponsor with additional financing in the future. The parent company is 
a public company in Brazil and may in the future have interests that conflict or compete with those of the 
Plan Sponsor. In addition, the Plan Sponsor is limited in its ability to incur indebtedness in certain 
circumstances under the terms of its outstanding indebtedness under the revolving credit facility, the 
indenture governing the 11.625% senior unsecured notes issued by the Plan Sponsor earlier this year and 
the indentures governing the 10.50% notes due 2016 in an aggregate principal amount of $300.0 million 
issued by JBS S.A. in 2006.  

The Plan Sponsor may be unable to obtain sufficient additional capital in the future to 
fund its capital requirements and its business strategy at acceptable costs. If the Plan Sponsor is unable to 
access additional capital on acceptable terms, it may not be able to fully implement its business strategy, 
which may limit the future growth and development of its business. In addition, equity financings could 
result in dilution to the stockholders of the Plan Sponsor, and equity or debt securities issued in future 
financings may have rights, preferences and privileges that are senior to those of the JBS Common Stock. 
If the Plan Sponsor’s need for capital arises because of significant losses, the occurrence of these losses 
may make it more difficult to raise the necessary capital.  

Implementation of any of the Plan Sponsor’s strategies depends on factors that are 
beyond its control, such as changes in the conditions of the markets, actions taken by competitors, or 
existing laws and regulations at any time by U.S. federal government or by any other state, local or 
national government. The Plan Sponsor’s failure to successfully implement any part of its strategy may 
materially adversely impact its business, financial condition and results of operations.  
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11. The Plan Sponsor may not be able to successfully integrate any growth opportunities 
undertaken in the future.  

The Plan Sponsor intends to pursue selected growth opportunities in the future as they 
arise. These types of opportunities may expose it to successor liability relating to actions involving any 
acquired entities, their respective management or contingent liabilities incurred prior to its involvement. 
A material liability associated with these types of opportunities, or the Plan Sponsor’s failure to 
successfully integrate any acquired entities into its business, could adversely affect its reputation and have 
a material adverse effect on the Plan Sponsor.  

The Plan Sponsor may not be able to successfully integrate any growth opportunities 
undertaken in the future or successfully implement appropriate operational, financial and administrative 
systems and controls to achieve the benefits expected to result therefrom. These risks include: (1) failure 
of the acquired entities to achieve expected results, (2) possible inability to retain or hire key personnel of 
the acquired entities and (3) possible inability to achieve expected synergies and/or economies of scale. In 
addition, the process of integrating businesses could cause interruption of, or loss of momentum in, the 
activities of the Plan Sponsor’s existing business. The diversion of management’s attention and any 
delays or difficulties encountered in connection with the integration of these businesses could negatively 
impact the business and results of operations of the Plan Sponsor.  

12. The Plan Sponsor faces competition in its business, which may adversely affect its market 
share and profitability.  

The beef and pork industries are highly competitive. Competition exists both in the 
purchase of live cattle and hogs and in the sale of beef and pork products. In addition, the Plan Sponsor’s 
beef and pork products compete with a number of other protein sources, including poultry and fish. The 
Plan Sponsor competes with numerous beef producers, including companies based in the United States 
(Tyson Foods Inc., National Beef Packing Company, LLC and Cargill Inc.) and in Australia (Teys Bros 
Pty Ltd. and Nippon Meat Packers Ltd.), as well as pork producers (Smithfield Foods, Inc., Tyson Foods 
Inc. and Cargill Inc.). The principal competitive factors in the beef and pork processing industries are 
operating efficiency and the availability, quality and cost of raw materials and labor, price, quality, food 
safety, product distribution, technological innovations and brand loyalty. The Plan Sponsor’s ability to be 
an effective competitor depends on its ability to compete on the basis of these characteristics. Some of its 
competitors have greater financial and other resources and enjoy wider recognition for their consumer 
branded products. The Plan Sponsor may be unable to compete effectively with these companies, and if it 
is unable to remain competitive with these beef and pork producers in the future, its market share may be 
adversely affected.  

13. Changes in consumer preferences could adversely affect the business of the Plan Sponsor.  

The food industry, in general, is subject to changing consumer trends, demands and 
preferences. The Plan Sponsor’s products compete with other protein sources, including poultry and fish. 
Trends within the food industry frequently change, and the Plan Sponsor’s failure to anticipate, identify or 
react to changes in these trends could lead to reduced demand and prices for its products, among other 
concerns, and could have a material adverse effect on its business, financial condition, results of 
operations and market price of the JBS Common Stock.  
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14. The Plan Sponsor’s business could be materially adversely affected as a result of adverse 
weather conditions or other unanticipated extreme events in its areas of operations.  

Changes in the historical climate in the areas in which the Plan Sponsor operates could 
have a material adverse effect on its business. For instance, the timing of delivery to market and 
availability of livestock for the Plan Sponsor’s grass fed division in Australia is dependent on access to 
range lands and paddocks which can be negatively impacted by periods of extended drought. In addition, 
the Plan Sponsor’s cattle feeding operations in Australia and meat packing facilities in the U.S. and 
Australia rely on large volumes of potable water for the raising of healthy livestock and the fabrication of 
meat products. Potable water is generally available from municipal supplies and/or naturally replenished 
aquifers, the access to which and availability of which could be affected in the event rainfall patterns 
change, aquifers become depleted or contaminated and municipal supplies are not maintained. While the 
Plan Sponsor owns substantial water rights, occurrences of any of these events, or inability to enforce 
existing or secure additional water rights in the future, could have a material adverse effect on the 
business, financial condition, results of operations and cash flows of the Plan Sponsor.  

Natural disasters, fire, bioterrorism, pandemics or extreme weather, including floods, 
excessive cold or heat, hurricanes or other storms, could impair the health or growth of livestock or 
interfere with the Plan Sponsor’s operations due to power outages, fuel shortages, damage to production 
and processing facilities or disruption of transportation channels, among other things. Any of these 
factors, as well as disruptions in information systems, could have an adverse effect on the Plan Sponsor’s 
financial results.  

15. The Plan Sponsor’s performance depends on favorable labor relations with employees and 
compliance with labor laws. Any deterioration of those relations or increase in labor costs 
due to compliance with labor laws could adversely affect the business of the Plan Sponsor.   

As of March 29, 2009 the Plan Sponsor had a total of approximately 31,900 employees 
worldwide. A majority of these employees are represented by labor organizations, and the relationships 
with these employees are governed by collective bargaining agreements. In the U.S., the Plan Sponsor has 
11 collective bargaining or other labor agreements expiring in 2009 and 2010, covering approximately 
24,300 employees. In Australia, the Plan Sponsor has 20 collective bargaining or other collective labor 
agreements, 14 of which expire between 2010 and 2014. Upon the expiration of existing collective 
bargaining agreements or other collective labor agreements, the Plan Sponsor may not reach new 
agreements without union action and any such new agreements may not be on satisfactory terms. In 
addition, any new agreements may be for shorter durations than those of the Plan Sponsor’s historical 
agreements. Moreover, additional groups of currently non-unionized employees may seek union 
representation in the future. If the Plan Sponsor is unable to negotiate acceptable collective bargaining 
agreements, it may become subject to union-initiated work stoppages, including strikes.  

Additionally, it is expected that the Employee Free Choice Act, which was passed in the 
U.S. House of Representatives in 2007, will be reintroduced in the new U.S. Congress. If reintroduced 
and enacted in its most recent form, the Employee Free Choice Act could make it significantly easier for 
union organizing drives to be successful. The Employee Free Choice Act could also give third-party 
arbitrators the ability to impose terms, which may be harmful to the Plan Sponsor, of collective 
bargaining agreements if the relevant company and union are unable to agree to the terms of a collective 
bargaining agreement. This legislation could increase the penalties incurred if the Plan Sponsor engages 
in labor practices in violation of the National Labor Relations Act. Any significant increase in labor costs, 
deterioration of employee relations, slowdowns or work stoppages at any of its locations, whether due to 
union activities, employee turnover or otherwise, could have a material adverse effect on the business, 
financial condition, results of operations and cash flows of the Plan Sponsor.  
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On December 12, 2006, at which time the Plan Sponsor was under previous private 
equity ownership, agents from the U.S. Department of Homeland Security’s Immigration and Customs 
Enforcement division, or ICE, and other law enforcement agencies conducted on-site employee 
interviews at all production facilities except with respect to the production facilities located in Louisville, 
Kentucky and Santa Fe Springs, California, in connection with an investigation of the immigration status 
of an unspecified number of workers. Approximately 1,300 individuals were detained by ICE and 
removed from the Plan Sponsor’s U.S. domestic labor force. To date, no civil or criminal charges have 
been filed by the U.S. government against the Plan Sponsor or any of its current or former management 
employees. On December 12, 2006, after a six- to seven-hour suspension of operations due to the 
employee interview process, the Plan Sponsor resumed production at all facilities in the United States, but 
at reduced output levels. The Plan Sponsor estimates that this event resulted in additional costs of 
approximately $82 million, as well as reduced revenues at the affected facilities, as lower levels of 
experienced staffing resulted in lower volumes of beef that met processing specifications. The Plan 
Sponsor resumed normal production at its pork processing facilities in March 2007 and reported in May 
2007 that it had returned to standard staffing levels at all beef processing facilities. The Plan Sponsor has 
enhanced previous hiring and legal compliance practices to mitigate this risk; however, it may face 
similar disruptions in the future at the U.S. facilities, its enhanced hiring practices may expose it to an 
increased risk of lawsuits related to such practices, and its labor costs may be negatively affected as a 
result.  

16. The consolidation of customers could negatively impact business of the Plan Sponsor.  

The Plan Sponsor’s customers, such as supermarkets, warehouse clubs and food 
distributors, have consolidated in recent years, and consolidation is expected to continue throughout the 
United States and in other major markets. These consolidations have produced large, sophisticated 
customers with increased buying power who are more capable of operating with reduced inventories, 
opposing price increases, and demanding lower pricing, increased promotional programs and specifically 
tailored products. These customers also may use shelf space currently used for products of the Plan 
Sponsor for their own private label products. If the Plan Sponsor fails to respond to these trends, its 
volume growth could slow or it may need to lower prices or increase promotional spending for its 
products, any of which would adversely affect the financial results of the Plan Sponsor.  

17. The Plan Sponsor is dependent on certain key members of management.  

The Plan Sponsor’s operations, particularly in connection with the implementation of its 
strategies and the development of its operations, depend on certain key members of its management. If 
any of these key management personnel leaves the Plan Sponsor, the results of operations and financial 
condition of the Plan Sponsor may be adversely affected. 

18. The Plan Sponsor’s debt could adversely affect its business.  

On April 27, 2009, the Plan Sponsor’s wholly owned subsidiaries JBS USA, LLC and 
JBS USA Finance, Inc. issued $700.0 million in senior unsecured notes due May 2014 bearing interest at 
11.625%. As of March 29, 2009, after giving effect to the issuance and sale of the Plan Sponsor’s 
11.625% senior unsecured notes due 2014 and the application of the proceeds therefrom, the Plan 
Sponsor has total outstanding consolidated debt on its balance sheet of approximately $1.0 billion.  

While the Plan Sponsor’s level of indebtedness is lower than certain of its competitors, its 
consolidated debt could:  

• make it difficult to satisfy its respective obligations;  
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• limit its ability to obtain additional financing to operate its business;  

• require the Plan Sponsor to dedicate a substantial portion of cash flow to payments 
on debt, reducing its ability to use cash flow to fund working capital, capital 
expenditures and other general corporate requirements;  

• limit its flexibility to plan for and react to changes in its business and the industry in 
which the Plan Sponsor operates;  

• place the Plan Sponsor at a competitive disadvantage relative to some of its 
competitors that have less debt; and  

•  increase its vulnerability to general adverse economic and industry conditions, 
including changes in interest rates, lower cattle and hog prices or a downturn in its 
business or the economy.  

In addition to the existing debt, the Plan Sponsor is not prohibited from incurring 
significantly more debt, which could intensify the risks described above. The terms of the indenture 
governing the 11.625% senior unsecured notes due 2014 permit the Plan Sponsor to incur significant 
additional indebtedness in the future, including secured debt. The Plan Sponsor may borrow additional 
funds to fund capital expenditures, working capital needs or other purposes, including future acquisitions.  

IX. 
 

CERTAIN FEDERAL TAX CONSEQUENCES OF THE PLAN 

The following discussion summarizes certain U.S. federal income tax consequences of 
the implementation of the Plan to the Debtors, and to holders of Allowed Equity Interests in PPC.  This 
discussion does not address the U.S. federal income tax consequences to holders of Claims who are 
unimpaired or otherwise entitled to payment in full in Cash under the Plan. 

The discussion of U.S. federal income tax consequences below is based on the Internal 
Revenue Code of 1986, as amended (the “Tax Code”), Treasury regulations, judicial authorities, 
published positions of the IRS and other applicable authorities, all as in effect on the date of this 
document, and all of which are subject to change or differing interpretations (possibly with retroactive 
effect).  The U.S. federal income tax consequences of the contemplated transactions are complex and are 
subject to significant uncertainties.  The Debtors have not requested a ruling from the IRS or any other tax 
authority, and have not received an opinion of counsel with respect to any of the tax aspects of the 
contemplated transactions, and the discussion below is not binding upon the IRS or such other authorities.  
Thus, no assurance can be given that the IRS or such other authorities would not assert, or that a court 
would not sustain, a position different from any discussed herein. 

This summary does not address foreign, state or local tax consequences of the 
contemplated transactions, nor does it address the U.S. federal income tax consequences of the 
transactions to special classes of taxpayers (such as, foreign taxpayers, small business investment 
companies, regulated investment companies, real estate investment trusts, banks and certain other 
financial institutions, insurance companies, tax-exempt organizations, retirement plans, holders that are, 
or hold Equity Interests through, partnerships or other entities treated as partnerships for U.S. federal 
income tax purposes, traders that mark their securities to market, persons subject to the alternative 
minimum tax, and persons holding Equity Interests that are part of a straddle, hedging, constructive sale 
or conversion transaction).  In addition, this discussion does not address U.S. federal taxes other than 
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income taxes, nor does it apply to any person that acquires New PPC Common Stock in the secondary 
market. 

This discussion assumes that New PPC Common Stock is held as a “capital asset” 
(generally, property held for investment) within the meaning of Section 1221 of the Tax Code.  For U.S. 
federal income tax purposes, the Debtors intend to treat New PPC Common Stock and the other 
arrangements to which the Debtors are a party, in a manner consistent with their form. 

The following summary of certain U.S. federal income tax consequences is for 
informational purposes only, and is not a substitute for careful tax planning and advice based upon 
your individual circumstances. 

IRS Circular 230 Notice:  To ensure compliance with IRS Circular 230, holders of 
Claims and Equity Interests are hereby notified that:  (A) any discussion of United States federal tax 
issues contained or referred to in this Disclosure Statement is not intended or written to be used, and 
cannot be used, by holders of Claims or Equity Interests for the purpose of avoiding penalties that may 
be imposed on them under the Tax Code; (B) such discussion is written in connection with the 
promotion or marketing by the Debtors of the transactions or matters addressed herein; and (C) 
holders of Claims and Equity Interests should seek advice based on their particular circumstances 
from an independent tax advisor. 

A. Consequences to Holders of Equity Interests in PPC 

Pursuant to the Plan, each holder of Equity Interests in PPC will receive, in exchange for 
such holder’s existing PPC Common Stock, New PPC Common Stock, which will be subject to the 
Mandatory Exchange Transaction. 

The exchange of existing PPC Common Stock for New PPC Common Stock should 
qualify as a recapitalization, and no gain or loss should be recognized by such Equity Interest holder.  The 
holder’s aggregate tax basis in the New PPC Common Stock received generally should equal the holder’s 
aggregate tax basis in the existing PPC Common Stock exchanged therefor.  In general, a holder’s holding 
period in the New PPC Common Stock received will include the holder’s holding period in the PPC 
Common Stock exchanged therefor. 

In the event that the Plan Sponsor completes an initial public offering of its common 
stock, the Plan Sponsor has the right to cause the exchange of the outstanding New PPC Common Stock 
for JBS Common Stock pursuant to the Mandatory Exchange Transaction.  PPC and the Plan Sponsor 
intend that this exchange not result in the recognition of gain or loss by the holders of New PPC Common 
Stock.  The tax treatment of the exchange, however, will depend on the applicable facts and the law in 
effect at the time of the exchange, and there can be no assurance that the exchange will be tax-free to 
holders of New PPC Common Stock.  If the exchange results in the recognition of gain, generally holders 
of New Common Stock will have gain or loss equal to the difference between (i) the fair market value of 
the JBS Common Stock received by such holder and (ii) such holder’s tax basis in its New PPC Common 
Stock.  Such gain or loss will generally constitute capital gain or loss.  The deductibility of capital losses 
is subject to limitations.  Holders of Equity Interests are urged to consult their own tax advisors regarding 
the tax treatment of the Mandatory Exchange Transaction to such holders. 

Although the consequences to foreign taxpayers are not generally addressed in this 
summary, foreign taxpayers should be aware that PPC has not made a determination as to whether or not 
it is a “United States real property holding corporation” (“USRPHC”) for U.S. federal income tax 
purposes.  PPC believes that there is a risk that it is a USRPHC.  PPC will be a USRPHC if the fair 
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market value of its “United States real property interests” equal or exceed 50% of the sum of the fair 
market values of (a) its worldwide real property interests and (b) its other assets used or held for use in a 
trade or business.  If PPC is, or has been, a USRPHC, foreign taxpayers could generally be subject to U.S. 
federal income tax on any gain realized on the sale or exchange of PPC Common Stock or New PPC 
Common Stock on a net income basis at regular graduated U.S. federal income tax rates.  Gain that is not 
otherwise required to be recognized for U.S. tax purposes may nevertheless be required to be recognized 
by foreign taxpayers for these purposes unless the foreign taxpayer (i) receives a United States real 
property interest in exchange for a United States real property interest; (ii) the United States real property 
received would be subject immediately after the exchange to U.S. tax on its disposition; and (iii) the 
foreign taxpayer complies with any applicable filing requirements with respect to the exchange.  The tax 
relating to the disposition of stock in a USRPHC does not apply to a foreign taxpayer whose holdings, 
actual and constructive, amount to 5% or less of PPC’s common stock at all times as long as PPC has 
been a USRPHC and for 5 years thereafter, provided that PPC’s common stock is regularly traded on an 
established securities market (which PPC currently believes is so traded, but there can be no assurances 
that it continue to be so traded).  Foreign taxpayers holding Equity Interests are urged to consult their tax 
advisors to determine the application of these rules to their disposition of PPC common stock (including 
the exchange of PPC Common Stock for New PPC Common Stock and any exchange of New PPC 
Common Stock for JBS Common Stock) and to determine any applicable filing requirements. 

1. Information Reporting and Backup Withholding  

Payments of interest or dividends and any other reportable payments, possibly including 
amounts received pursuant to the Plan and payments of proceeds from the sale, retirement or other 
disposition of the exchange consideration, may be subject to “backup withholding” (currently at a rate of 
28%) if a recipient of those payments fails to furnish to the payor certain identifying information, and, in 
some cases, a certification that the recipient is not subject to backup withholding.  Backup withholding is 
not an additional tax.  Any amounts deducted and withheld should generally be allowed as a credit against 
that recipient’s U.S. federal income tax, provided that appropriate proof is timely provided under rules 
established by the IRS.  Furthermore, certain penalties may be imposed by the IRS on a recipient of 
payments who is required to supply information but who does not do so in the proper manner.  Backup 
withholding generally should not apply with respect to payments made to certain exempt recipients, such 
as corporations and financial institutions.  Information may also be required to be provided to the IRS 
concerning payments, unless an exemption applies.  You should consult your own tax advisor regarding 
your qualification for exemption from backup withholding and information reporting and the procedures 
for obtaining such an exemption. 

B. Consequences to the Debtors 

Reorganized PPC expects to have NOL carryforwards and operating losses for the current 
year for U.S. federal income tax purposes in excess of $700 million as of the Effective Date of the Plan.  
The amount of any such losses remains subject to audit and adjustment by the IRS. 

As discussed below, in connection with the Plan, the amount of Reorganized PPC’s NOL 
carryforwards may be reduced or eliminated. 

1. Cancellation of Debt 

In general, the Tax Code provides that a debtor in a bankruptcy case is not required to 
include cancellation of indebtedness (“COD”) income in its gross income, but must reduce certain of its 
tax attributes – such as NOL carryforwards and current year NOLs, capital loss carryforwards, tax credits, 
and tax basis in assets – by the amount of any COD income incurred pursuant to a confirmed chapter 11 
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plan.  The amount of COD income incurred is generally the amount by which the adjusted issue price of 
the indebtedness discharged exceeds the value of any consideration given in exchange therefor (issue 
price rather than value in the case of any debt instrument received).  Certain statutory or judicial 
exceptions may apply to limit the amount of COD incurred for U.S. federal income tax purposes.  If 
advantageous, the borrower can elect to reduce the basis of depreciable property prior to any reduction in 
its NOL carryforwards or other tax attributes.  In the case of a consolidated U.S. federal income tax 
return, applicable Treasury regulations require, in certain circumstances, that the tax attributes of the 
consolidated subsidiaries of the borrower and other members of the group also be reduced.  Any reduction 
in tax attributes in respect of COD income does not occur until after the determination of the taxpayer’s 
income or loss for the taxable year in which the COD is incurred.  The Debtors do not expect to incur any 
material amount of COD income as a result of the implementation of the Plan. 

2. Potential Limitations on NOL Carryforwards and Other Tax Attributes 

Following the Effective Date, the remaining NOL carryforwards and certain other tax 
attributes (including current year NOLs, if any) allocable to periods prior to the Effective Date 
(collectively, “pre-change losses”) will be subject to limitation under Section 382 of the Tax Code since 
the Plan will cause an “ownership change” to occur with respect to PPC. 

Under Section 382 of the Tax Code, if a corporation (or group of affiliated corporations 
filing a consolidated tax return) undergoes an ownership change, the amount of its pre-change losses that 
may be utilized to offset future taxable income is subject to an annual limitation.  An ownership change 
occurs where the percentage of a company’s equity held by one or more “5% shareholders” (as such term 
is defined in Section 382) increases by more than 50 percentage points over the lowest percentage of 
stock owned by those shareholders at any time during a three-year rolling testing period. 

In general, the amount of the annual limitation to which a corporation that undergoes an 
ownership change will be subject is equal to the product of (i) the fair market value of the stock of the 
corporation immediately before the ownership change (with certain adjustments) multiplied by (ii) the 
“long-term tax exempt rate” in effect for the month in which the ownership change occurs (e.g., 4.48% 
for ownership changes occurring in September, 2009).  Any portion of the annual limitation that is not 
used in a given year may be carried forward, thereby adding to the annual limitation for the subsequent 
taxable year.  However, if the corporation does not continue its historic business or use a significant 
portion of its historic assets in a new business for at least two years after the ownership change, or if 
certain shareholders claim worthless stock deductions and continue to hold their stock in the corporation 
at the end of the taxable year, the annual limitation resulting from the ownership change is reduced to 
zero, thereby precluding any utilization of the corporation’s pre-change losses, absent any increases due 
to recognized built-in gains discussed below.  Generally, NOL carryforwards expire after 20 years. 

The ownership change occurring on the Effective Date will qualify for a special 
bankruptcy rule that liberalizes the foregoing rules for valuing the stock of a corporation for purposes of 
determining the amount of the annual limitation under Section 382.  Specifically, Section 382(l)(6) 
permits a debtor corporation that undergoes an ownership change to value the equity of the corporation, 
for purposes of determining the amount of the annual limitation, by using the value immediately after the 
ownership change (by increasing the value of the corporation to reflect any surrender or cancellation of 
creditors’ claims) instead of the value immediately before the ownership change. 

In the event that the Plan Sponsor completes an initial public offering of its common 
stock and exercises its option under the Mandatory Exchange Transaction to cause the exchange of 
outstanding New PPC Common Stock for JBS Common Stock, a second ownership change may occur 
with respect to Reorganized PPC.  If this second ownership change occurs, the pre-change losses may be 
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subject to further limitation under Section 382 of the Tax Code (based on the long-term tax rate in effect 
on such date and the equity value of the corporation immediately before the second ownership change). 

Section 382 of the Tax Code also limits the deduction of certain built-in losses 
recognized subsequent to the date of the ownership change.  If a loss corporation has a net unrealized 
built-in loss at the time of an ownership change (taking into account most assets and items of “built-in” 
income, gain, loss and deduction), then any built-in losses recognized during the following five years (up 
to the amount of the original net unrealized built-in loss) generally will be treated as pre-change losses 
and similarly will be subject to the annual limitation.  Conversely, if the loss corporation has a net 
unrealized built-in gain at the time of an ownership change, any built-in gains recognized (or, according 
to an IRS notice, treated as recognized) during the following five years (up to the amount of the original 
net unrealized built-in gain) generally will increase the annual limitation in the year recognized, such that 
the loss corporation would be permitted to use its pre-change losses against such built-in gain income in 
addition to its regular annual allowance. 

In general, a loss corporation’s net unrealized built-in gain or loss will be deemed to be 
zero unless the actual value is greater than the lesser of (i) $10 million or (ii) 15% of the fair market value 
of its assets (with certain adjustments) before the ownership change. 

PPC believes that it has not already had an “ownership change” within the meaning of 
Section 382 of the Tax Code that would limit the use of PPC’s NOL carryforwards.  Moreover, PPC has 
obtained an injunction to restrain trading in equity claims in an attempt to avoid the occurrence of an 
ownership change prior to the implementation of the Plan.  It is possible, however, that such an ownership 
change has nonetheless occurred; in which case, the Section 382 limitation would likely be zero. 

3. Alternative Minimum Tax 

In general, a U.S. federal alternative minimum tax (“AMT”) is imposed on a 
corporation’s alternative minimum taxable income at a 20% rate to the extent that such tax exceeds the 
corporation’s regular U.S. federal income tax.  For purposes of computing taxable income for AMT 
purposes, certain tax deductions and other beneficial allowances are modified or eliminated.  In particular, 
even though a corporation otherwise might be able to offset all of its taxable income for regular tax 
purposes by available NOL carryforwards, only 90% of a corporation’s taxable income for AMT 
purposes may be offset by available NOL carryforwards (as computed for AMT purposes). 

Any AMT that a corporation pays generally will be allowed as a nonrefundable credit 
against its regular U.S. federal income tax liability in future taxable years when the corporation is no 
longer subject to the AMT.  An AMT credit cannot be carried back but carried forward indefinitely. 
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X. 
 

CERTAIN SECURITIES LAW MATTERS 

A. Issuance and Resale of New PPC Common Stock  

In reliance upon section 1145 of the Bankruptcy Code, the offer and issuance of the New 
PPC Common Stock to the holders of Allowed Equity Interests in PPC in Class 12(a) will be exempt 
from the registration requirements of the Securities Act and equivalent provisions in state securities laws.  
Section 1145(a) of the Bankruptcy Code generally exempts from such registration requirements the 
issuance of securities if the following conditions are satisfied:  (i) the securities are issued or sold under a 
chapter 11 plan by (a) a debtor, (b) one of its affiliates participating in a joint plan with the debtor, or (c) a 
successor to a debtor under the plan and (ii) the securities are issued entirely in exchange for a claim 
against or interest in the debtor or such affiliate, or are issued principally in such exchange and partly for 
cash or property.  The Debtors believe that the offer and sale of the New PPC Common Stock and the JBS 
USA Common Stock under the circumstances provided in the Plan will satisfy the requirements of section 
1145(a) of the Bankruptcy Code. 

The New PPC Common Stock to be issued pursuant to the Plan will be deemed to have 
been issued in a public offering under the Securities Act and, therefore, may be resold by any holder 
thereof without registration under the Securities Act pursuant to the exemption provided by section 4(1) 
thereof, unless the holder is an “underwriter” with respect to such securities, as that term is defined in 
section 1145(b)(1) of the Bankruptcy Code, or a Statutory Underwriter (described below).  In addition, 
such securities generally may be resold by the holders thereof without registration under state securities or 
“blue sky” laws pursuant to various exemptions provided by the respective laws of the individual states.  
However, holders of securities issued under the Plan are advised to consult with their own counsel as to 
the availability of any such exemption from registration under federal securities laws and any relevant 
state securities laws in any given instance and as to any applicable requirements or conditions to the 
availability thereof. 

Section 1145(b)(i) of the Bankruptcy Code defines “underwriter” for purposes of the 
Securities Act as one who (i) purchases a claim or interest with a view to distribution of any security to be 
received in exchange for the claim or interest, (ii) offers to sell securities offered or sold under a plan for 
the holders of such securities, (iii) offers to buy securities offered or sold under a plan from persons 
receiving such securities, if the offer to buy is made with a view to distribution of such securities and 
under an agreement made in connection with the plan, with the consummation of the plan, or with the 
offer or sale of securities under the plan, or (iv) is an issuer of the securities within the meaning of section 
2(a)(11) of the Securities Act. 

An entity that is not an issuer is not deemed to be an “underwriter” under section 2(a)(11) 
of the Securities Act with respect to securities received under section 1145(a)(1) which are transferred in 
“ordinary trading transactions” made on a national securities exchange.  What constitutes “ordinary 
trading transactions” within the meaning of section 1145 of the Bankruptcy Code is the subject of 
interpretive letters by the staff of the SEC.  Generally, ordinary trading transactions are those that do not 
involve (i) concerted activity by recipients of securities under a Plan, or by distributors acting on their 
behalf, in connection with the sale of such securities, (ii) use of informational documents in connection 
with the sale other than the disclosure statement relating to the plan, any amendments thereto, and reports 
filed by the issuer with the SEC under the Securities Exchange Act of 1934, or (iii) payment of special 
compensation to brokers or dealers in connection with the sale, other than the compensation that would be 
paid pursuant to an arms-length negotiation between a seller and a broker or dealer, each acting 
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unilaterally, not greater than the compensation that would be paid for a routine similar-sized sale of 
similar securities of a similar issuer. 

However, the reference contained in section 1145(b)(1)(D) of the Bankruptcy Code to 
section 2(11) of the Securities Act purports to include as Statutory Underwriters all persons who, directly 
or indirectly, through one or more intermediaries, control, are controlled by, or are under common control 
with, an issuer of securities.  “Control” (as defined in Rule 405 under the Securities Act) means the 
possession, direct or indirect, of the power to direct or cause the direction of the management and policies 
of a person, whether through the ownership of voting securities, by contract, or otherwise.  Accordingly, 
an officer or director of a reorganized debtor or its successor under a plan of reorganization may be 
deemed to be a “control person” of such debtor or successor, particularly if the management position or 
directorship is coupled with ownership of a significant percentage of the voting securities of such issuer.  
Additionally, the legislative history of section 1145 of the Bankruptcy Code provides that a creditor who 
receives at least 10% of the voting securities of an issuer under a plan of reorganization will be presumed 
to be a Statutory Underwriter within the meaning of section 1145(b)(i) of the Bankruptcy Code. 

Resales of the shares of New PPC Common Stock by persons deemed to be Statutory 
Underwriters would not be exempted by section 1145 of the Bankruptcy Code from registration under the 
Securities Act or other applicable law.  Under certain circumstances, holders of New PPC Common Stock 
deemed to be “underwriters” may be entitled to resell their securities pursuant to the limited safe harbor 
resale provisions of Rule 144 of the Securities Act, to the extent available, and in compliance with 
applicable state and foreign securities laws.  Generally, Rule 144 of the Securities Act provides that 
persons who are affiliates of an issuer who resell securities will not be deemed to be underwriters if 
certain conditions are met.  These conditions include the requirement that current public information with 
respect to the issuer be available, a limitation as to the amount of securities that may be sold in any three-
month period, the requirement that the securities be sold in a “brokers transaction” or in a transaction 
directly with a “market maker” and that notice of the resale be filed with the SEC.  While the Debtors 
intend to seek a listing of the New PPC Common Stock on a national securities exchange, they cannot 
assure, however, that adequate current public information will exist with respect to any issuer of the New 
PPC Common Stock and, therefore, that the safe harbor provisions of Rule 144 of the Securities Act will 
be available. 

Pursuant to the Plan, certificates evidencing the New PPC Common Stock received by 
restricted holders or by a holder that the Debtors determine is an underwriter within the meaning of 
section 1145 of the Bankruptcy Code will bear a legend substantially in the form below: 

THE SECURITIES EVIDENCED BY THIS CERTIFICATE HAVE 
NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 
1933, AS AMENDED, OR UNDER THE SECURITIES LAWS OF 
ANY STATE OR OTHER JURISDICTION AND MAY NOT BE 
SOLD, OFFERED FOR SALE OR OTHERWISE TRANSFERRED 
UNLESS REGISTERED OR QUALIFIED UNDER SAID ACT 
AND APPLICABLE STATE SECURITIES LAWS OR UNLESS 
THE COMPANY RECEIVES AN OPINION OF COUNSEL 
REASONABLY SATISFACTORY TO IT THAT SUCH 
REGISTRATION OR QUALIFICATION IS NOT REQUIRED. 

Any person or entity entitled to receive shares of New PPC Common Stock who the 
issuer of such securities determines to be a Statutory Underwriter that would otherwise receive legended 
securities as provided above, may instead receive certificates evidencing securities without such legend if, 
prior to the distribution of such securities, such person or entity delivers to such issuer, (i) an opinion of 
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counsel reasonably satisfactory to such issuer to the effect that the securities to be received by such 
person or entity are not subject to the restrictions applicable to “underwriters” under section 1145 of the 
Bankruptcy Code and may be sold without registration under the Securities Act and (ii) a certification that 
such person or entity is not an “underwriter” within the meaning of section 1145 of the Bankruptcy Code. 

Any holder of a certificate evidencing the shares of New PPC Common Stock bearing 
such legend may present such certificate to the transfer agent for such securities for exchange for one or 
more new certificates not bearing such legend or for transfer to a new holder without such legend at such 
time as (i) such securities are sold pursuant to an effective registration statement under the Securities Act 
or (ii) such holder delivers to the issuer of such securities an opinion of counsel reasonably satisfactory to 
the issuer to the effect that such securities are no longer subject to the restrictions applicable to 
“underwriters” under section 1145 of the Bankruptcy Code or (iii) such holder delivers to the issuer an 
opinion of counsel reasonably satisfactory to such issuer to the effect that (x) such securities are no longer 
subject to the restrictions pursuant to an exemption under the Securities Act and such securities may be 
sold without registration under the Securities Act or (y) such transfer is exempt from registration under 
the Securities Act, in which event the certificate issued to the transferee will not bear such legend. 

IN VIEW OF THE COMPLEX, SUBJECTIVE NATURE OF THE QUESTION OF 
WHETHER A RECIPIENT OF SECURITIES MAY BE AN UNDERWRITER OR AN AFFILIATE OF 
THE REORGANIZED DEBTORS, THE DEBTORS MAKE NO REPRESENTATIONS 
CONCERNING THE RIGHT OF ANY PERSON TO TRADE IN SECURITIES TO BE DISTRIBUTED 
PURSUANT TO THE PLAN.  ACCORDINGLY, THE DEBTORS RECOMMEND THAT 
POTENTIAL RECIPIENTS OF SECURITIES CONSULT THEIR OWN COUNSEL CONCERNING 
WHETHER THEY MAY FREELY TRADE SUCH SECURITIES. 

B. Issuance and Resale of JBS USA Common Stock 

JBS USA and the Debtors believe  that the offer and sale of both the New PPC Common 
Stock and the JBS USA Common Stock under the circumstances provided in the Plan and summarized 
above will satisfy the requirements of section 1145(a) of the Bankruptcy Code.  Under the terms of the 
SPA, the Debtors and the Plan Sponsor have agreed to seek a finding of the Bankruptcy Court in the 
Confirmation Order that the offer and sale of both the New PPC Common Stock and the JBS USA 
Common Stock will satisfy the requirements of section 1145(a) of the Bankruptcy Code.  

C. Listing 

PPC intends to apply to have the New PPC Common Stock listed on a national securities 
exchange, such as The New York Stock Exchange or The Nasdaq Stock Market.  In order to cause the 
New PPC Common Stock to be so-listed, each of PPC and the Plan Sponsor will use their reasonable best 
efforts to obtain approval for such listing on The New York Stock Exchange or, if such approval is not 
reasonably likely to be obtained by the Effective Date, such other national securities exchange as PPC 
reasonably determines.  Following any such listing, PPC and the Plan Sponsor will use their respective 
commercially reasonable efforts to cause Reorganized PPC to comply with all applicable continued 
listing standards of the applicable exchange so that the New PPC Common Stock will continue to be 
listed and traded thereon, except that the Plan Sponsor will have no obligation to ensure the share price or 
market value of New PPC Common Stock is sufficient to maintain the listing of such shares. 
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XI. 
 

ALTERNATIVES TO CONFIRMATION AND CONSUMMATION OF THE PLAN 

A. Liquidation Under Chapter 7 

If no chapter 11 plan can be confirmed, the Chapter 11 Cases may be converted to cases 
under chapter 7 of the Bankruptcy Code in which a trustee would be elected or appointed to liquidate the 
assets of the Debtors for distribution in accordance with the priorities established by the Bankruptcy 
Code.  As set forth in the liquidation analysis in Exhibit G hereof, the Debtors believe that liquidation 
under chapter 7 would result in smaller distributions being made to holders of general unsecured claims 
than those provided for in the Plan and no distributions to equity holders because (a) the likelihood that 
other assets of the Debtors would have to be sold or otherwise disposed of in a less orderly fashion, 
(b) additional administrative expenses attendant to the appointment of a trustee and the trustee’s 
employment of attorneys and other professionals and (c) additional expenses and claims, some of which 
would be entitled to priority, which would be generated during the liquidation and from the rejection of 
leases and other executory contracts in connection with a cessation of the Debtors’ operations.  

B. Alternative Plan 

If the Plan is not confirmed, the Debtors or any other party in interest (if the Debtors’ 
exclusive period in which to file a plan of reorganization has expired) could attempt to formulate a 
different plan of reorganization.  Such a plan might involve a reorganization and continuation of the 
Debtors’ business on a standalone basis (i.e., without participation of a Plan Sponsor), a sale of the 
Debtors as a going concern, or an orderly liquidation of the Debtors’ assets under chapter 11.  The 
Debtors have examined these various alternatives in connection with the process involved in the 
formulation and development of the Plan, and have concluded that the Plan enables creditors and equity 
holders to realize the most value under the circumstances.  In a liquidation under chapter 11, the Debtors 
would still incur the expenses associated with winding down the estates and selling assets.  The process 
would be carried out in a more orderly fashion over a greater period of time than a chapter 7 liquidation, 
and if a trustee were not appointed, because such appointment in not required in a chapter 11 case, the 
expenses for professional fees would most likely be lower than those incurred in a chapter 7 case.  
Although preferable to a chapter 7 liquidation, the Debtors believe, however, that liquidation under 
chapter 11 is a much less attractive alternative to creditors and equity holders than the Plan because of the 
greater return provided by the Plan. 

C. Staying in Chapter 11 

In addition, instead of formulating a different plan of reorganization, the Debtors could 
remain in chapter 11.  If the Debtors remain in chapter 11, they could continue to operate their businesses 
and manage their properties as debtors in possession, but they would remain subject to the restrictions 
imposed by the Bankruptcy Code.  It is not clear whether the Debtors could survive as a going concern in 
protracted Chapter 11 Cases.  In particular, the current DIP Credit Agreement expires on December 1, 
2009. The Debtors could have difficulty obtaining extending the DIP Credit Agreement or obtaining new 
financing to sustain the day-to-day operational requirements of their businesses, including the increased 
restructuring costs resulting from protracted chapter 11 cases. 
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XII. 
 

VOTING PROCEDURES AND REQUIREMENTS   

A. Solicitation Package 

Accompanying this Disclosure Statement are, among other things, copies of (i) the Plan 
(Exhibit A); (ii) the notice of, among other things, the deadline for submitting ballots to accept or reject 
the Plan (the “Ballots”); the date, time and place of the hearing considering confirmation of the Plan and 
matters related thereto; and the deadline for filing objections to the confirmation of the Plan; and (iii) for 
those entitled to vote, one or more Ballots to be used in voting to accept or reject the Plan. 

B. Voting Procedures 

Detailed voting instructions are provided with the Ballot accompanying this Disclosure 
Statement.  Under the Bankruptcy Code, creditors and equity holders are not entitled to vote if their 
contractual rights with respect to their Claims against or Equity Interests in the Debtors are unimpaired by 
the Plan or if they will receive no property under the Plan.  All Classes of Claims are unimpaired under 
the Plan and are not entitled to vote because all Allowed Claims will be paid in full under the Plan. Only 
Class 10(a) (Equity Interests in PPC) is entitled to vote to accept or reject the Plan. 

If your Equity Interest is not in Class 10(a) (Equity Interests in PPC), you are not entitled 
to vote and you will not receive a Ballot with this Disclosure Statement.  If your Equity Interest is in this 
class and is Allowed, you are entitled to vote and should read your Ballot and follow the listed 
instructions carefully.  Please use only the Ballot that accompanies this Disclosure Statement.   

If (1) you have any questions about (a) the procedures for voting your Equity Interest, (b) 
the packet of materials you received, or (c) the amount of your Claim or Equity Interest holding, or (2) 
you wish to obtain an additional copy of the Plan, Disclosure Statement or any exhibits/schedules thereto, 
please contact Kurtzman Carson Consultants LLC, the Debtors’ solicitation and balloting agent, at (888) 
830-4659. 

C. Voting/Election Deadline 

After carefully reviewing the Plan, this Disclosure Statement and (if you are entitled to 
vote) the detailed instructions accompanying your Ballot, please indicate your acceptance or rejection of 
the Plan by checking the appropriate box in the enclosed Ballot.  Please note that the Ballot for Equity 
Interests in PPC also contains a separate vote to accept or reject the STIP and the LTIP, both of which are 
described in more detail in Section VII(D)(4).  Please complete and sign your Ballot (copies will not be 
accepted) and return it in the envelope provided.  You must provide all of the information requested by 
the appropriate Ballot.  Failure to do so may result in disqualification of your vote on such Ballot.  Each 
Ballot has been coded to reflect the class of Equity Interests it represents.  Accordingly, in voting to 
accept or reject the Plan, you must use only the coded Ballot or Ballots sent to you with this Disclosure 
Statement. 

In order for your vote to be counted, your Ballot (or the Master Ballot cast on your 
behalf) must be actually received by the voting agents at the following address before the Voting 
Deadline of [  ], on [  ]: 
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Pilgrim’s Pride Ballot Processing Center 
c/o Kurtzman Carson Consultants LLC 
2335 Alaska Avenue 
El Segundo, CA 90245 

 

  If a Ballot is damaged or lost, you may contact the Debtors’ voting agents at the numbers 
set forth above.  Any Ballot that is executed and returned but which does not indicate an acceptance or 
rejection of the Plan will not be counted.  Any Ballot received after the voting deadline will not be 
counted.  If the return envelope included with your Solicitation Package is addressed to your Nominee, 
please allow enough time for your Nominee to submit your vote on a Master Ballot.  Ballots or copies of 
Ballots should not be delivered to the Debtors or the Committees or their respective counsel. 

D. Vote Required for Acceptance by a Class 

Under the Bankruptcy Code, acceptance of a plan of reorganization by a class of Equity 
Interests is determined by calculating the amount of the Allowed Equity Interests voting to accept, based 
on the actual total Allowed Equity Interests voting.  Acceptance requires an affirmative vote of at least 
two-thirds in dollar amount of the Allowed Equity Interests voting.   

XIII. 
 

CONFIRMATION OF THE PLAN 

A. Confirmation Hearing 

Section 1128(a) of the Bankruptcy Code requires the Bankruptcy Court, after appropriate 
notice, to hold a hearing on confirmation of a plan of reorganization.  The Confirmation Hearing is 
scheduled for [  ], on [  ], before the Honorable D. Michael Lynn, 501 West Tenth Street, Fort Worth, TX 
76102-3643.  The Confirmation Hearing may be adjourned from time to time by the Bankruptcy Court 
without further notice except for an announcement of the adjourned date made at the confirmation hearing 
or any subsequent adjourned confirmation hearing. 

B. Objections to Confirmation 

Section 1128(b) of the Bankruptcy Code provides that any party in interest may object to 
confirmation of a plan of reorganization.  Any objection to confirmation of the Plan must be in writing, 
must conform to the Federal Rules of Bankruptcy Procedure, must set forth the name of the objector, the 
nature and amount of Claims or Equity Interests held or asserted by the objector against the particular 
Debtor or Debtors, the basis for the objection and the specific grounds therefor, and must be filed with the 
Bankruptcy Court, with a copy to Chambers, together with proof of service thereof, and served upon and 
received no later than [  ] by:  (i) Pilgrim’s Pride Corporation, 4585 US Highway 271 North, Pittsburg, 
Texas 75868-0093 (William K. Snyder, CRO); (ii) Weil, Gotshal & Manges LLP, 767 Fifth Avenue, New 
York, New York  10153 (Attn:  Victoria Vron, Esq.); (iii) Weil, Gotshal & Manges LLP, 200 Crescent 
Court, Suite 300, Dallas, TX 75201 (Attn: Stephen A. Youngman, Esq.); (iv) the Office of the United 
States Trustee for the Northern District of Texas, 1100 Commerce Street, Room 976 Dallas, TX 75242 
(Attn:  Lisa Lambert, Esq. and Erin Schmidt, Esq); (v) Andrews Kurth LLP, 1717 Mainstreet, Suite 3700, 
Dallas, Texas 75201 (Attn: Jason S. Brookner, Esq. and Jonathan I. Levine, Esq.), and (vi) Brown 
Rudnick LLP, Seven Times Square, New York, New York 10036 (Attn: Steven D. Pohl, Esq. and Jeremy 
Coffee, Esq.). 
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The Bankruptcy Court has directed that objections, if any, to confirmation of the Plan be 
filed and served by [ ], Prevailing Central Time, on [_____], 2009, in the manner described in the 
Disclosure Statement Order attached hereto as Exhibit B.  

UNLESS AN OBJECTION TO CONFIRMATION IS TIMELY SERVED AND FILED, IT MAY 
NOT BE CONSIDERED BY THE BANKRUPTCY COURT. 

C. Requirements for Confirmation—Consensual Plan 

1. Elements of 1129(a) of the Bankruptcy Code 

At the Confirmation Hearing, the Bankruptcy Court will determine whether the 
confirmation requirements specified in section 1129 of the Bankruptcy Code have been satisfied, 
including the following requirements: 

• The Plan complies with the applicable provisions of the Bankruptcy Code; 

• The Debtors have complied with the applicable provisions of the Bankruptcy Code; 

• The Plan has been proposed in good faith and not by any means prohibited by law; 

• Any payment made or promised by the Debtors or by a person issuing securities or 
acquiring property under the Plan for services or for costs and expenses in, or in 
connection with, the Chapter 11 Cases, or in connection with the Plan and incident 
to the Chapter 11 Cases, has been disclosed to the Bankruptcy Court, and any such 
payment made before the confirmation of the Plan is reasonable or if such payment 
is to be fixed after confirmation of the Plan, such payment is subject to the approval 
of the Bankruptcy Court as reasonable; 

• The Debtors have disclosed the identity and affiliations of any individual proposed 
to serve, after confirmation of the Plan, as a director, officer or voting trustee of the 
Debtors, affiliates of the Debtors participating in the Plan with the Debtors, or a 
successor to the Debtors under the Plan, and the appointment to, or continuance in, 
such office of such individual is consistent with the interests of creditors and equity 
holders and with public policy, and the Debtors have disclosed the identity of any 
insider that will be employed or retained by the Debtors, and the nature of any 
compensation for such insider; 

• With respect to each class of claims or equity interests, each holder of an impaired 
claim or impaired equity interest either has accepted the Plan or will receive or 
retain under the Plan on account of such holder’s claim or equity interest, property 
of a value, as of the Effective Date, that is not less than the amount such holder 
would receive or retain if the Debtors were liquidated on the Effective Date under 
chapter 7 of the Bankruptcy Code.  See discussion of “Best Interests Test” below; 

• Unless the Plan meets the requirements of section 1129(b) of the Bankruptcy Code 
(discussed below), each class of claims or equity interests has either accepted the 
Plan or is not impaired under the Plan; 

• Unless the holder of a particular claim has agreed to a different treatment of such 
claim, the Plan provides that allowed undisputed Administrative Expense and 
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Allowed Other Priority Claims will be paid in full on the Effective Date and that 
Allowed Priority Tax Claims will receive on account of such claims deferred Cash 
payments, over a period not exceeding six (6) years after the date of assessment of 
such claims, of a value, as of the Effective Date, equal to the allowed amount of 
such claims; 

• At least one class of impaired claims has accepted the Plan, determined without 
including any acceptance of the Plan by any insider holding a claim in such class; 

• Confirmation of the Plan is not likely to be followed by the liquidation or the need 
for further of financial reorganization of the Debtors or any successor to the Debtors 
under the Plan, unless such liquidation or reorganization is proposed in the Plan.  
See discussion of “Feasibility” below;  

• All fees payable under section 1930 of title 28, as determined by the Bankruptcy 
Court at the Confirmation Hearing, have been paid, or the Plan provides for the 
payment of all such fees on the Effective Date; and 

• The Plan provides for the continuation after the Effective Date of payment of all 
retiree benefits (as defined in section 1114 of the Bankruptcy Code), at the level 
established pursuant to subsection 1114(e)(1)(B) or 1114(g) of the Bankruptcy Code 
at any time prior to confirmation of the Plan, for the duration of the period the 
Debtors have obligated themselves to provide such benefits. 

D. Best Interests Tests/Liquidation Analysis 

As described above, section 1129(a)(7)(A) of the Bankruptcy Code requires that each 
holder of an impaired claim or equity interests either (i) accept the Plan or (ii) receive or retain under the 
Plan property of a value, as of the Effective Date, that is not less than the value such holder would receive 
if the Debtors were liquidated under chapter 7 of the Bankruptcy Code.   

As stated in Section VI above, the Debtors will pay all creditors in full with interest.  
Since the Plan provides for full payment to creditors and a certain recovery to holders of Allowed Equity 
Interests, the amount proposed to be paid is not less than the amount creditors and stakeholders would 
receive if the Debtors were liquidated under chapter 7 of the Bankruptcy Code.  In fact, as reflected in the 
Liquidation Analysis attached hereto as Exhibit G, holders of impaired Claims and Equity Interests would 
receive less in a chapter 7 liquidation than under the Plan. 

E. Feasibility 

The Bankruptcy Code requires that a debtor demonstrate that confirmation of a plan is 
not likely to be followed by liquidation or the need for further financial reorganization.  For purposes of 
determining whether the Plan meets this requirement, the Debtors have analyzed their ability to meet their 
obligations under the Plan.  As part of this analysis, the Debtors have prepared projections described in 
section IV above.  Based upon such projections, the Debtors believe that they will be able to make all 
payments required pursuant to the Plan, and therefore, that confirmation of the Plan is not likely to be 
followed by liquidation or the need for further reorganization.   
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F. Requirements for Confirmation—Non-Consensual Plan 

The Bankruptcy Court may confirm a plan of reorganization over the rejection or deemed 
rejection of the plan of reorganization by a class of claims or equity interests if the plan of reorganization 
“does not discriminate unfairly” and is “fair and equitable” with respect to such class. 

1. No Unfair Discrimination 

This test applies to classes of claims or equity interests that are of equal priority and are 
receiving different treatment under the Plan.  The test does not require that the treatment be the same or 
equivalent, but that such treatment be “fair.” 

The Debtors believe that under the Plan all impaired classes of Claims and Equity 
Interests are treated in a manner that is fair and consistent with the treatment of other classes of Claims 
and Equity Interests having the same priority. Accordingly, the Debtors believe the Plan does not 
discriminate unfairly as to any impaired class of Claims or Equity Interests. 

2. Fair and Equitable Test 

This test applies to classes of different priority and status (e.g., secured versus unsecured) 
and includes the general requirement that no class of claims receive more than 100% of the allowed 
amount of the claims in such class.  The test sets forth different standards for what is fair and equitable, 
depending on the type of claims or interests in such class.  In order to demonstrate that a plan is fair and 
equitable, the plan proponent must demonstrate: 

• Secured Creditors.  With respect to a class of secured claims, the plan provides: 
(i) that the holders of secured claims retain their liens securing such claims, 
whether the property subject to such liens is retained by the debtor or transferred 
to another entity, to the extent of the allowed amount of such claims, and receive 
on account of such claim deferred cash payments totaling at least the allowed 
amount of such claim, of a value, as of the effective date of the plan, of at least 
the value of such holder’s interest in the estate’s interest in such property, or (ii) 
for the sale, subject to section 363 of the Bankruptcy Code, of any property that 
is subject to the liens securing such claims, free and clear of such liens, with such 
liens to attach to the proceeds of such sale, and the treatment of such liens on 
proceeds under clause (i) or (iii) of this paragraph, or (iii) that the holders of 
secured claims receive the “indubitable equivalent” of their allowed secured 
claim. 

• Unsecured Creditors.  With respect to a class of unsecured claims: (i) the plan 
provides that each holder of a claim of such class receive or retain on account of 
such claim property of a value, as of the effective date of the plan, equal to the 
allowed amount of such claim, or (ii) the holder of any claim or interest that is 
junior to the claims of such class will not receive or retain under the plan on 
account of such junior claim or interest any property, except that in a case in 
which the debtor is an individual, the debtor may retain property included in the 
estate under section 1115, subject to the requirements of subsection (a)(14) of 
section 1129. 

• Holders of Equity Interests.  With respect to a class of equity interests: (i) the 
plan provides that each holder of an equity interest receive or retain on account of 
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such interest property of a value, as of the effective date of the plan, equal to the 
greatest of the allowed amount of any fixed liquidation preference to which such 
holder is entitled, any fixed redemption price to which such holder is entitled, or 
the value of such interest, or (ii) the holder of any interest that is junior to the 
interests of the class of equity interests will not receive or retain under the plan 
on account of such junior interest any property. 

The Debtors believe the Plan will satisfy the “fair and equitable” requirement.   

G. Reservation of “Cram Down” Rights 

The Bankruptcy Code permits the Bankruptcy Court to confirm a chapter 11 plan of 
reorganization over the dissent of any class of claims or equity interests as long as the standards in section 
1129(b) are met.  This power to confirm a plan over dissenting classes – often referred to as “cram down” 
– is an important part of the reorganization process.  It assures that no single group (or multiple groups) of 
claims or interests can block a restructuring that otherwise meets the requirements of the Bankruptcy 
Code and is in the interests of the other constituents in the case. 

The Debtors each reserve the right to seek confirmation of the Plan, notwithstanding the 
rejection of the Plan by Class 10(a) (Equity Interests in PPC). 
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XIV. 
 

CONCLUSION AND RECOMMENDATION 

The Debtors and the Equity Committee believe the Plan is in the best interests of all 
creditors and equity holders and urge the holders of impaired claims in Class 10(a) (Equity Interests in 
PPC) to vote to accept the Plan and to evidence such acceptance by returning their Ballots in accordance 
with the instructions accompanying the Disclosure Statement. 

Dated: October 19, 2009 
 Fort Worth, Texas 

 Respectfully submitted, 

PILGRIM’S PRIDE CORPORATION 

 By: /s/ Richard A. Cogdill    
  Name: Richard A. Cogdill 

  Title:   Chief Financial Officer 

PFS DISTRIBUTION COMPANY 

  By: /s/ Richard A. Cogdill    
  Name: Richard A. Cogdill 

    Title:   Chief Financial Officer    

 PPC TRANSPORTATION COMPANY 

  By: /s/ Richard A. Cogdill    
  Name: Richard A. Cogdill 

                          Title:   Chief Financial Officer 

TO-RICOS, LTD. 
 

  By: /s/ Richard A. Cogdill    
  Name: Richard A. Cogdill 

                                      Title:   Chief Financial Officer 
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TO-RICOS DISTRIBUTION, LTD. 
 

  By: /s/ Richard A. Cogdill    
  Name: Richard A. Cogdill 

              Title:   Chief Financial Officer 

PILGRIM’S PRIDE CORPORATION OF WEST VIRGINIA,  
                INC. 

  By: /s/ Richard A. Cogdill    
  Name: Richard A. Cogdill 

              Title:   Chief Financial Officer 

PPC MARKETING, LTD. 

  By:    Pilgrim’s Pride Corporation 
               Its General Partner    

   /s/ Richard A. Cogdill    
  Name: Richard A. Cogdill 

   Title:   Chief Financial Officer 
 
Counsel:  

Martin A. Sosland, Esq. (18855645)  
Stephen A. Youngman, Esq. (22226600) 
Gary T. Holtzer, Esq. (pro hac vice) 

WEIL, GOTSHAL & MANGES LLP  
767 Fifth Avenue  
New York, New York 10153  
Telephone: (212) 310-8000  
Facsimile: (212) 310-8007  

200 Crescent Court, Suite 300 
Dallas, Texas 75201 
Telephone: (214) 746 7700  
Facsimile: (214) 746 7777 

Attorneys for Debtors and  
    Debtors in Possession  
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