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purchase of Swift Foods from ConAgra Foods, Inc. in 2002 exceed a minimum threshold of $7.5 million. On January 29,
2008 Swift Beef was notified that the appeals court ruled in favor of the defendants on all counts. Swift Beef is now
seeking the recovery of a portion of the legal fees it expended in this matter. As the claimants rights to appeal expired
during the third quarter ended December 28, 2008 the reversal of the previously accrued trial court verdict amount was
recorded as an adjustment to the Acquisition, not as a reduction of expenses on the Consolidated Statement of
Operations.

Swift Beef was a defendant in a lawsuit entitled United States of America, ex rel, Ali Bahrani v. ConAgra, Inc., ConAgra
Foods, Inc., ConAgra Hide Division, ConAgra Beef Company and Monfort, Inc., filed in the United States District Court for
the District of Colorado in May 2000 by the relator on behalf of the United States of America and himself for alleged
violations of the False Claims Act. Under the False Claims Act, a private litigant, termed the “relator,” may file a civil action
on the United States government’s behalf against another party for violation of the statute, which, if proven, would entitle
the relator to recover a portion of any amounts recovered by the government. The lawsuit alleged that the defendants
violated the False Claims Act by forging and/or improperly altering USDA export certificates used from 1991 to 2002 to
export beef, pork, poultry and bovine hides to foreign countries. The lawsuit sought to recover three times the actual
damages allegedly sustained by the government, plus per-violation civil penalties.

On December 30, 2004, the United States District Court granted the defendants’ motions for summary judgment on all
claims. The United States Court of Appeals for the Tenth Circuit reversed the summary judgment on October 12, 2006
and remanded the case to the trial court for further proceedings consistent with the court’s opinion. Defendants filed a
Motion for Rehearing En Banc on October 26, 2006. On May 10, 2007, the Tenth Circuit denied that motion.

Issues in the case were bifurcated and two separate jury trials were held, the first trial centering on beef certificates was
held from April 28, 2008, to April 29, 2008 and the second trial centering on bovine hide certificates was held from
March 9 to March 19, 2009. Following the April trial, a verdict with respect to the beef certificates was returned ruling in
favor of the Company on all counts. Following the March trial, a verdict with respect to the bovine hide certificates was
returned ruling in favor of Company on 99.5% of the claims. Specifically, Company prevailed with respect to
approximately 995 bovine hide certificates and the relator prevailed with respect to only 5 certificates. Based on the False
Claims Act, this verdict resulted in a judgment against Company of $28 thousand and the court ordered that each party
pay its own attorneys’ fees and court costs. The relator timely issued a notice of appeal and entered a motion for
attorneys’ fees and costs alleging that, because it prevailed on 0.5% of its claims, it was entitled to the payment of its
attorneys’ fees and costs, estimated at $3 million. The Company has timely responded to the relator’s notice of appeal,
filed a cross appeal, and responded to the relator's motion for attorneys’ fees and costs. The parties await final
adjudication of these issues, which could come as early as the third quarter, 2009.

The Company is also a party to a number of other lawsuits and claims arising out of the operation of its businesses.
Management believes the ultimate resolution of such matters should not have a material adverse effect on the Company’s
financial condition, results of operations, or liquidity. Attorney fees are expensed as incurred.

Commitments

JBS USA Holdings enters into purchase agreements for livestock which require the purchase of either minimum quantities
or the total production of the facility over a specified period of time. At December 30, 2007, the Company had
commitments to purchase 34.7 million hogs through 2014 and approximately 35% of cattle needs through short-term
contracts. As the final price paid cannot be determined until after delivery, the Company has estimated market prices
based on Chicago Mercantile Exchange traded futures contracts and applied those to either the minimum quantities
required per the contract or management’s estimates of livestock to be purchased under certain contracts to determine its
estimated commitments for the purchase of livestock, which are as follows (in thousands):

Estimated livestock purchase commitments for fiscal year ended:

2008 ... $3,167,672
2000 L. 1,010,143
2000 i 940,570
2000 609,332
2002 547,507
L= T Ui (] PP OO SUPPPPPPIRN 439,003

Through use of these contracts, the Company purchased approximately 65% of its hog slaughter needs during the 173
days ended December 30, 2007.
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Note 11. Business segments

JBS USA Holdings is organized into two operating segments, which are also the Company’s reportable segments: Beef
and Pork. Segment operating performance is evaluated by the Chief Operating Decision Maker (“CODM"), as defined in
SFAS No. 131, Disclosure about Segments of an Enterprise and Related Information, based on Earnings Before Interest,
Taxes, Depreciation, and Amortization and interest and exclusion of certain non-cash items which affect net income
(“EBITDA"). EBITDA is not intended to represent cash from operations as defined by GAAP and should not be considered
as an alternative to cash flow or operating income as measured by GAAP. JBS USA Holdings believes EBITDA provides
useful information about operating performance, leverage, and liquidity. The accounting policies of the segments are
consistent with those described in Note 3. All intersegment sales and transfers are eliminated in consolidation.

Beef—The majority of Swift Beef's revenues are generated from the sale of fresh meat, which include chuck cuts, rib cuts,
loin cuts, round cuts, thin meats, ground beef, and other products. In addition, Swift Beef also sells beef by-products to the
variety meat, feed processing, fertilizer, automotive and pet food industries. Furthermore, Australian’s foods division
produces value-added meat products including toppings for pizzas. The trading division in the US and Australia trades
boxed meat products to brokers and retailers who resell those products to end customers.

In August 2005, the Company closed its Nampa, Idaho non-fed cattle processing facility. The closure was due to
continued difficulty of sourcing older non-fed cattle for slaughter in the Northwestern US and the uncertainty surrounding
the opening of the Canadian border to the importation of livestock older than 30 months of age. On May 26, 2006, the
Company completed the sale of the idled Nampa facility as well as the operating Omaha, Nebraska non-fed cattle
processing facility. Due to significant continuing involvement with the non-fed processing facilities through a raw material
supply agreement, the operating results related to these plants for all periods presented have been reflected in continuing
operations.

Pork—A significant portion of Swift Pork’s revenues are generated from the sale of products predominantly to retailers of
fresh pork including trimmed cuts such as loins, roasts, chops, butts, picnics, and ribs. Other pork products, including
hams, bellies, and trimmings are sold predominantly to further processors who, in turn, manufacture bacon, sausage, and
deli and luncheon meats. The remaining sales are derived from by-products and from further-processed, higher-margin
products. The lamb slaughter facility is included in Pork and accounts for less than 1% of total net sales.
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Corporate and other—Includes certain revenues, expenses, and assets not directly attributable to the primary segments,

as well as eliminations resulting from the consolidation process.

Predecessor Successor
Fiscal year ended 198 days ended 173 days ended
December 24, 2006 July 10, 2007 | December 30, 2007
(in thousands) (in thousands) (in thousands)
Net sales
BT i $ 7,576,136 $ 3,757,295 | $ 3,942,231
POTK e 2,152,583 1,234,133 1,063,644
Corporate and other...........cccoecciieeeee e, (37,287) (20,804) (16,891)
10 ) - | USSP $ 9,691,432 $ 4,970,624 | $ 4,988,984
Depreciation, amortization, and goodwill
impairment charges (i)
BT it $ 65,443 $ 32913 | $ 25,627
POTK i 23,679 11,925 9,617
TOTAL e $ 89,122 $ 44838 | $ 35,244
EBITDA
BT i $ (13,034) $ (24,878) | $ (103,354)
POPK e 65,027 31,234 57,352
TOTAl e 51,993 6,356 (46,002)
Depreciation, amortization, and goodwill impairment(i) (89,122) (44,838) (35,244)
INterest eXPense, Net..........evvvviiiiiiiiiieiiieiiieeeeeeeeeeeeeeeeeens (118,754) (66,383) (34,340)
Foreign currency transaction gains..........cccccceeeevevvnnee. 463 527 5,201
Gain/(loss) on sales of property, plant and
(<To [UTT o]0 0T=] 0| SRR 666 2,946 (182)
Loss before income tax expense .........cccccceeeeeeeeveiennen. (154,754) (101,392) (110,567)
Income tax benefit/(eXpense).........ccccvveeeeeeeiiiiiiiineeenn. 37,348 18,380 (1,025)
NEL TOSS i $ (117,406) $ (83,012) | $ (111,592)
(i)  The fiscal year ended December 24, 2006 includes a goodwill impairment charge of $4.5 million related to the Beef segment.
Predecessor Successor
Fiscal year ended 198 days ended 173 days ended
December 24, 2006 July 10, 2007 December 30, 2007
(in thousands) (in thousands) (in thousands)
Capital expenditures
BEET it $ 39,304 $ 29,390 $ 28,129
POIK i 7,990 4,310 5,332
TOtAl e $ 47,294 % 33,700 $ 33,461

Corporate and other—Includes certain assets not directly attributable to the primary segments as well as the parent
companies’ investments in each operating subsidiary. Also includes eliminations resulting from the consolidation process.
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Total assets by segment (in thousands):

Predecessor

Successor

December 24, 2006

July 10, 2007

December 30, 2007

Total Assets

BT it $1,210,242 $1,322,788 $1,572,928
POTK e 338,940 289,408 487,160
Corporate and other.........cccccooiiiiiiiiie e, (10,585) (33,846) 105,727
TOTAl e $1,538,597 $1,578,350 | $2,165,815
Sales by geographical area based on the location of the facility recognizing the sale (in thousands):
Predecessor Successor

Fiscal year ended
December 24, 2006

198 days ended
July 10, 2007

173 days ended
December 30, 2007

Net sales
United States ......coccvvveeiiiiiee v $8,159,577 $4,111,114 $3,980,369
AUSEralia ........ooeeeiiiiee e 1,531,855 859,510 1,008,615
TOtAl o $9,691,432 $4,970,624 | $4,988,984
Sales to unaffiliated customers by location of customer (in thousands):
Predecessor Successor
Fiscal year ended 198 days ended 173 days ended
December 24, 2006 July 10, 2007 December 30, 2007
United StateS.......ccccveveeiiiiii e $ 7,499,398 % 3,749,312 $ 3,520,268
JAPAN.....ci i 682,773 373,372 365,759
MEXICO ..utvvie e ettt a e 390,115 212,232 245,475
[0 (=T PSSP SR 285,122 139,224 161,606
AUSEralia ... 217,365 137,881 256,987
L@ 1 1= T USSR 616,659 358,603 438,889
TOtal .o $ 9,691,432 3 4,970,624 | $ 4,988,984
Long-lived tangible assets by location of assets (in thousands):
Predecessor Successor
December 24, 2006 July 10, 2007 December 30, 2007
Long-lived assets:
United StateS ....cvveveeeeiee e $ 315,841 % 332,274 $ 449,013
AUSITANA ... 174,277 185,844 281,750
L@ 1 1= SRS 113 106 121
TOLAl oo $ 490,231  $ 518,224 | $ 730,884

Long-lived assets consist of property, plant, and equipment, net of depreciation, and other assets less debt issuance
costs. Long-lived assets by geographical area are based on location of facilities.

No single customer accounted for more than 10% of net sales in the fiscal year ended December 24, 2006, 198 days

ended July 10, 2007, or 173 days ended December 30, 2007.
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Note 12. Subsequent events
Acquisitions

The allocation presented below reflects the finalized fair value of the individual assets and liabilities as of July 11, 2007 (in
thousands) for the purchase of JBS USA Holdings:

Purchase price paid to previous Shareholders......... ..o $ 225,000
Debt paid including accrued interest Of $22,872.......ccoiuuiiiiiiiiiie et 1,197,124
FEES ANU IMECE EXPEINSES .....eteeeiieee ettt e e ettt e e e e e s et abe et e e e e e e s habbeeeeaaeeeaa bbb beeeeaaeeesanbeeaaaeeeaannnnes 48,544
TOLAl PUICNASE PIICE....eii ittt et e e et e e e et e e e e et e e e e ebe e e e e ebbe e e e abbeeeeatbeeeseabeeeeeanreas $1,470,668
Preliminary purchase price allocation:
Current assets and HADITILIES ........oivuiii et e e e s ee e e aae $583,643
Property, plant, and €QUIPMENT. ... e e e e e e s e e e e e e s e e e e e e s e e aeaean 693,672
o [=T 0 11 T=To BT o) 7= g o [T o] 1= PURSRS 188,761
(D2 = g To I o D - Y= S USRS 56,537
L€ oo o 111/ || USRS 42,762
Other noncurrent assets and llabilities, NET ... (94,707)
Total purchase Price allOCALION ..........ooiiiiiiiiiii e e e e s e e e e e e e s s sn e e e e e e e annnrreeees $1,470,668

On March 4, 2008, JBS Southern Australia Pty. Ltd (“*JBS Southern”), an indirect subsidiary of JBS USA Holdings entered
into an agreement with Tasman Group Services, Pty. Ltd. (“Tasman Group”) to purchase substantially all of the assets of
Tasman Group in an all cash transaction (“Tasman Acquisition”) and the purchase was completed on May 2, 2008. The
assets acquired include six processing facilities and one feedlot located in southern Australia. This acquisition provides
additional capacity to continue to meet customer demand. The aggregate purchase price for the Tasman Acquisition was
$117.3 million (including approximately $8.6 million of transaction costs). JBS Southern also assumed approximately
$52.1 million of outstanding debt.

On March 4, 2008, JBS and Smithfield Foods, Inc (“Smithfield Foods”) entered into a Stock Purchase Agreement
(“Smithfield Agreement”). Pursuant to the Smithfield Agreement, JBS purchased Smithfield Beef Group, Inc. (“Smithfield
Beef”) for $563.2 million in cash (including $26.1 million of transaction related costs) and contributed its ownership in
Smithfield Beef to JBS USA Holdings, Inc. (Smithfield Acquisition). JBS USA Holdings contributed its ownership in
Smithfield Beef Group to JBS USA, Inc. (now known as JBS USA, LLC). The purchase included 100% of Five Rivers
Ranch Cattle Feeding LLC (“Five Rivers”), which was held by Smithfield Beef in a 50/50 joint venture with Continental
Grain Company (“CGC,” formerly ContiGroup Companies, Inc.). On October 23, 2008, the acquisition of Smithfield Beef
was completed. In conjunction with the closing of this purchase Smithfield Beef was renamed JBS Packerland and Five
Rivers was renamed JBS Five Rivers Cattle Feeding LLC (“JBS Five Rivers”). The assets acquired include four
processing plants and eleven feedlots. This acquisition provides additional capacity to continue to meet customer
demand.

The purchase excludes substantially all live cattle inventories held by Smithfield Beef and Five Rivers as of the closing
date, together with its associated debt. The excluded live cattle will be raised by JBS Five Rivers after closing for a
negotiated fee and then sold upon maturity at market-based prices. Proceeds from the sale of the excluded live cattle will
be paid in cash to the Smithfield Foods/CGC joint venture or to Smithfield Foods, as appropriate. The parties to this
agreement believe most of the live cattle inventories will be sold within six months following closing, with substantially all
sold within 12 months of closing.

Five Rivers is party to a cattle supply and feeding agreement with an unconsolidated affiliate (“the unconsolidated
affiliate”). Five Rivers feeds and takes care of cattle owned by the unconsolidated affiliate. The unconsolidated affiliate
pays Five Rivers for the cost of feed and medicine at cost plus a yardage fee on a per head per day basis. Beginning on
June 23, 2009 or such earlier date on which Five Rivers’ feed yards are at least 85% full of cattle and ending on

October 23, 2011, the unconsolidated affiliate agrees to maintain sufficient cattle on Five Rivers’ feed yards so that such
feed yards are at least 85% full of cattle at all times. The agreement commenced on October 23, 2008 and continues until
the last of the cattle on Five Rivers’ feed yards as of October 23, 2011 are shipped to the unconsolidated affiliate, a
packer or another third party.
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On October 7, 2008 JBS USA, LLC became party to a cattle purchase and sale agreement with the unconsolidated
affiliate. Under this agreement, the unconsolidated affiliate agrees to sell to JBS USA, LLC, and JBS USA, LLC agrees to
purchase from the unconsolidated affiliate, at least 500,000 cattle during each year from 2009 through 2011. The price
paid by JBS USA, LLC is determined pursuant to JBS USA, LLC'’s pricing grid in effect on the date of delivery. The grid
used for the unconsolidated affiliate is identical to the grid used for unrelated third parties. If the cattle sold by the
unconsolidated affiliate in a quarter result in a breakeven loss (selling price below accumulated cost to acquire the feeder
animal and fatten it to delivered weight) then JBS USA, LLC will reimburse 40% of the average per head breakeven loss
incurred by the unconsolidated affiliate on up to 125,000 head delivered to JBS USA, LLC in that quarter. If the cattle sold
by the unconsolidated affiliate in a quarter result in a breakeven gain (selling price above the accumulated cost to acquire
the feeder animal and fatten it to delivered weight), then JBS USA, LLC will receive from the unconsolidated affiliate an
amount of cash equal to 40% of that per head gain on up to 125,000 head delivered to JBS USA, LLC in that quarter.
There were no payments under the loss/profit sharing provisions of this agreement for the thirteen weeks ended

March 29, 2009.

The unconsolidated affiliate has a $600.0 million secured revolving credit facility with a commercial bank. Its parent
company has entered into a keep-well agreement with its subsidiary (the unconsolidated affiliate) whereby it will make
contributions to the unconsolidated affiliate if the unconsolidated affiliate is not in compliance with its financial covenants
under this credit facility. If the unconsolidated affiliate defaults on its obligations under the credit facility and such default is
not cured by its parent under the keep-well agreement, Five Rivers is obligated for up to $250.0 million of the obligations
under this credit facility. This credit facility and the guarantee thereof are secured solely by the fixed assets of the
unconsolidated affiliate and Five Rivers. This credit facility matures on October 7, 2011. This credit facility is used to
acquire cattle which are then fed in the Five Rivers feed yards pursuant to the cattle supply and feeding agreement
described above. The finished cattle are sold to JBS USA, LLC under the cattle purchase and sale agreement discussed
above.

Five Rivers is party to an agreement with an unconsolidated affiliate pursuant to which Five Rivers has agreed to loan up
to $200.0 million in revolving loans to the unconsolidated affiliate. The loans are used by the unconsolidated affiliate to
acquire feeder animals which are placed in Five Rivers feed yards for finishing. Borrowings accrue interest at a per annum
rate of LIBOR plus 2.25% or base rate plus 1.0% and interest is payable at least quarterly. This credit facility matures
October 7, 2011. During the thirteen weeks ended March 29, 2009, average borrowings were approximately $149.0
million and total interest accrued was approximately $1.6 million which was recognized as interest income on the
statement of operations.

On January 27, 2009, the Company reached agreement with Smithfield Foods for final settlement of the working capital
component of the purchase price pursuant to the Stock Purchase Agreement. The settlement called for a payment of $4.5
million from Smithfield Foods to the Company as full and final settlement of the working capital delivered at October 23,
2008. The Company recorded the settlement as a reduction of purchase price upon receipt.

On February 18, 2009 an agreement was reached with the sellers of National Beef whereby JBS USA Holdings
terminated the acquisition process of National Beef effective February 23, 2009. Related litigation with the DOJ was also
terminated. As a result of the agreement, JBS USA Holdings, Inc. reimbursed the seller’s shareholders a total $19.9
million in February 2009 as full and final settlement of any and all liabilities related to the potential acquisition.

Intercompany debt with JBS S.A.

On March 2, 2008, JBS S.A. contributed $400 million in additional paid in capital to repay a portion of the $750 million
unsecured bank debt. On June 30, 2008, the Company entered into an unsecured loan agreement with JBS S.A. totaling
$350 million with a maturity date of June 30, 2011. Interest payments are due semi-annually at a rate of six month LIBOR
plus a margin of 3%.

On April 28, 2008, the Company entered into an unsecured loan agreement with its parent, JBS S.A. for $100 million with
a maturity date of April 28, 2011. Interest payments are due semi-annually at a rate of six month LIBOR plus a margin of
3%. The funds received from this loan were used to fund the purchase of Tasman Group.

On May 5, 2008, the Company entered into an unsecured loan agreement with JBS S.A. for $25 million with a maturity
date of May 5, 2009. Interest payments are due semi-annually at a rate of six month LIBOR plus a margin of 3%. The
funds received were used to fund operations.

F-100



Case 08-45664-dmi1l Doc 3767-33 Filed 10/19/09 Entered 10/19/09 10:06:12 Desc
Exhibit E part 7 Page 7 of 41

On June 30, 2008, the Company entered into an unsecured loan agreement with JBS S.A. for $25 million with a maturity
date of June 10, 2009. Interest payments are due semi-annually at a rate of six month LIBOR plus a margin of 3%. The
funds received were used to fund operations.

On October 20, 2008, the Company entered into an unsecured loan agreement with JBS S.A. for $250 million with a
maturity date of October 21, 2011. Interest payments are due semi-annually at a rate of six month LIBOR plus a margin of
3%. The funds received were used in the acquisition of Smithfield Beef Group.

On April 27, 2009, JBS USA Holdings refinanced its five separate intercompany notes with JBS HU Liquidity Management
LLC (“JBS HU"), a subsidiary of JBS S.A., which is organized in the country of Hungary, into one note with a stated
interest rate of 12% and a 10 year maturity.

On May 6, 2009, the Company entered into an unsecured loan agreement with JBS HU for $6 million with a maturity date
of May 6, 2019. Interest payments are due semi-annually at a rate of 12%. The funds received were used to repay a
portion of the intercompany loans with JBS S.A.

Revolving credit facilities

On February 26, 2008, Swift Australia entered into an Australian dollar denominated $120 million unsecured credit facility
to fund working capital and letter of credit requirements. Under this facility AUD $80 million can be borrowed for cash
needs and AUD $40 million is available to fund letters of credit. Borrowings are made at the cash advance rate (BBSY)
plus a margin of 0.98%. The credit facility contains certain financial covenants which require the Company to maintain
predetermined ratio levels related to interest coverage, debt coverage and tangible net worth. This facility has an
evergreen renewal term with review periods each June, commencing in 2009.

On November 5, 2008, JBS USA Holdings entered into a secured revolving loan credit agreement (the “Credit
Agreement”) that allows borrowings up to $400.0 million, and terminates on November 5, 2011. 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 the prime rate plus a margin of 2.25% while LIBOR rate loans will bear interest at the applicable LIBOR rate
plus a margin of 3.25%. At December 28, 2008, the rates were 5.50% and 4.66%, 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).

On April 27, 2009 the Credit Agreement was amended to allow the execution of the senior unsecured note offering of JBS
USA, LLC described below. Under the amendment, the existing limitation on distributions between JBS USA, LLC and
JBS USA Holdings was amended to allow for the proceeds of the senior unsecured bond offering, less transaction
expenses and $100 million retained by JBS USA, LLC to be remitted to JBS USA Holdings as a one time distribution.
Also, the unused line fee was increased from 37.5 basis points to 50 basis points.

Debt offering

On April 27, 2009, JBS USA Holdings refinanced its five separate intercompany notes with JBS S.A. through JBS HU into
one note with a stated interest rate of 12% and a 10 year maturity with a balance of $133 million at the reporting date.

On April 27, 2009, JBS USA, LLC, a wholly owned subsidiary, entered into a $700 million senior unsecured note offering
bearing interest at 11.625% with interest payable semi-annually and a maturity of May 1, 2014. The proceeds net of
expenses were $650.8 million and were used to repay $100 million on the Credit Agreement and the balance was used to
repay intercompany debt and accrued interest owed to JBS HU.
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Other
On October 14, 2008, the Company purchased $1 million in additional bonds from the City of Cactus, Texas (See Note 3).

On October 23, 2008, JBS USA Holdings issued a promissory note to a third party for approximately $173 million the
proceeds of which were contributed to JBS USA, LLC. The promissory note bears interest at a rate of three-month LIBOR
plus 2.0% per annum and matures on December 30, 2016.

The promissory note also contains events of default, including failure to perform or observe terms, covenants or other
agreements in the promissory note, payment defaults on other indebtedness, defaults on other indebtedness if the effect
is to permit acceleration, and entry of unsatisfied judgments of orders against JBS USA Holdings and its subsidiaries. If an
event of default occurs and is continuing the payee may accelerate the note and declare all amounts due and payables or
at the payee’s election, convert amounts owing under the promissory note into voting stock of JBBS USA Holdings.

JBS USA Holdings is also party to a raw materials supply agreement with a customer, pursuant to which JBS USA
Holdings has agreed that it and its affiliates will sell certain raw materials to such customer on an exclusive basis. To the
extent that the customer is required to pay a premium under the supply agreement, an amount equal to such premium is
required to be paid in respect of the note. Payments are applied toward accrued interest first and then principal. JBS USA
to distribute to JBS USA Holdings payments received from this customer in respect of premium pursuant to the agreement
to allow JBS USA Holdings to satisfy its obligations due under the promissory note in accordance with its terms. Amounts
outstanding under the promissory note are recorded as long term liabilities in the financial statements of JBS USA
Holdings and payments or other reductions in obligations are recoded as the realization of deferred revenue.

On December 29, 2008, JBS USA Holdings, Inc., was renamed JBS USA Holdings, LLC and converted from a C
Corporation to a Limited Liability Company. As a result of the conversion in legal form, the outstanding share which was
100% owned by JBS USA Holdings, Inc was converted into a single member interest held by JBS USA Holdings, Inc.

Beginning in mid-April 2009 the world press began publicizing the occurrence of regionalized influenza outbreaks which
were linked on a preliminary basis to a hybrid avian/swine/human virus. As a result commencing on April 14, 2009 several
foreign countries including Russia, Thailand, Ukraine and Mainland China closed their borders to some or all pork
produced in the affected states in the USA or other affected regions in the world. The company is not able to assess
whether or when the influenza outbreak might lessen or whether or when additional countries might impose restrictions on
the importation of pork products from the USA, nor whether or when the existing import bans might be lifted.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholder
JBS Packerland, Inc.

We have audited the accompanying consolidated balance sheet of Smithfield Beef Group, Inc. (now known as JBS
Packerland, Inc.) and subsidiaries as of April 27, 2008, and the related consolidated statements of operations, changes in
stockholder’s equity, and cash flows for the year then ended. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements based on our audit.
We did not audit the financial statements of Five Rivers Ranch Cattle Feeding LLC (a corporation in which the Company
has a 50% interest). Those financial statements were audited by other auditors whose report has been furnished to us,
and our opinion, insofar as it relates to the amounts included for Five Rivers Ranch Cattle Feeding LLC, is based on the
report of the other auditors as explained in Note 5.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit and the report of other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above present
fairly, in all material respects, the consolidated financial position of Smithfield Beef Group, Inc. and subsidiaries at

April 27, 2008, and the consolidated results of their operations and their cash flows for the year then ended, in conformity
with U.S. generally accepted accounting principles.

/s| ERNST & YOuNG LLP

Milwaukee, WI
March 31, 2009
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Smithfield Beef Group, Inc.
Consolidated balance sheet
April 27, 2008

(dollars in thousands)

Assets
Current assets:
107 ] D PSP PP PP ROTR $ 56
Accounts receivable, 1ess allowancCes Of $L,13L ....cciiiiiiiiiiiiie i e e e e e st e e e s srbeeeesrraeeeaaes 110,754
101V T a1 (o] 4= PR TP PPPR 234,935
DLy (=g =To T aTeo ] g =T = DT PP 6,233
Prepaid expenses and Other CUIMENT ASSELS ........oiuiiii ittt sttt e bb e e sbre e s snnnees 10,314
B0 r= e =T L = TSI =Y £ OSSPSR 362,292
Property, plant and eqUIPMENT, NEL...... ... ittt e e e e e e b e e e e e e e e s e aabbe e e e e e e e annreeeees 143,889
Investment in Five Rivers Ranch Cattle Feeding LLC..........oo e 157,561
INVEStMENt iN OTET JOINT VENTUES .......eiii ittt ettt e e e e e e e s bbb b e e e e e s nbabeeeaaaeeas 1,057
LCToTo o |1 | R PP TP OU PP 115,921
Tale= T lo | o] [T T = KT UTTT ORI 4,252
(01 (=T 1T SO RTRT PP 6,019
$790,991

Liabilities and stockholder’s equity
Current liabilities:

ACCOUNLES PAYADIE. ... ettt e e e e et e e e e et a e e e e e ebbeeeeeetbeeeeestbeeeeesabaeeesabeeaeesabaeeeesabaneeans $ 70,051
Accrued payroll aNd DENETILS ... e e e e e e e s —raaaaas 19,661
Other aCCrued lIADIIILIES ...ttt e e e e ettt et e e e e e e bbb e e e e e e e s e bbb be e e e e e e e e sannnebeees 28,642
Current portion of long-term debt due third PartieS..........cooi i 1,247
B o] e= o0 4 =T gL A =T o 11 =PRSS 119,601
Long-term debt due Smithfield FOOUS, INC. .......ccuiiiiiiiice e e e s aeeaae s 503,741
Long-term debt due third PArti©S ........c..uuiiiiiii e e e e e e e e e e e s st be e e e e e e e s e sannraaeeaaeaas 736
[Dc) =] oy To e [odo] g Lo TN ¥= D= S PRSP 20,359
(@1 [T (o g Yo B (=T 4w T 1F=T o1 ) =SSR 21,316

Commitments and contingencies

Stockholder’s equity:
Class A Common stock, $.01 par value; 15,000 shares authorized, 1,000 shares issued and

(o101 i1 =T g Lo [1 o o PP OUPPUPPPRTRTN —

Yo [0 [1 o] g F= VI o =T o KT I o= o] - | SRR 242,640
Yool 0 01U F= 1 (=0 B0 LY o RSP (115,038)
Accumulated other COMPrENENSIVE 10SS ... ... e e e e e aeeeaaa e (2,364)
LI ] = LIRSy CoTod (g ] o L= =T [ 1) 2SR 125,238
$790,991

See accompanying notes.
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Smithfield Beef Group, Inc.
Consolidated statement of operations
For the year ended April 27, 2008

(Dollars in thousands)

= BTSSP PTPRR $2,909,214
1701 o) HET= 1= T PP PRTRTPRR 2,802,848
LT (0TS o ] 1 PSR OOOPRSRR 106,366
Operating costs and expenses:

Selling, general and adminiStrative EXPENSES .......uvuiiiireeeiiiiitierie e e e e s sssterrrer e e e e e s sssrareereeaeessnsrnrreereeeenannns 61,879

Corporate service fees from Smithfield FOOAS, INC......ovviiiiiiiiiiiiie e 16,180

Royalty fees to Smithfield FOOUS, INC. ....ooiiiiiiiiie e rbeee e 4,953
Total operating COSES AN EXPENSES .....coiiiiiieeitiiee ettt ee ettt e et e e e st et e e e s br e e e e sba et e e s abbeeeesabbeeeesaabeeessbneeeeans 83,012
Gain on sale of property, plant and EQUIPMENT..........uuiiiiiie e e e e e s e s see e eee e e e e annns 2,140
INCOME FrOM OPEIALIONS .....eeeiiiie ettt ettt e ettt et e e e e e oo abe bt et e e e e e s e abebee e e e e e e e e annbbbeeaeeesaannnbnaeaaaaens 25,494
Other income (expense):

T 1ET LTy A (oo ] o 1 1= TP PTT P 726

Interest expense:

SMItNFIEIA FOOUS, INC. ettt e e e e et e e e e e e e s bbb e e e e e e s s annbeeeaaaa s (41,486)
B 1T I o F= U 1= TP PUPTRPTN (278)

Equity in income of Five Rivers Ranch Cattle Feeding LLC...........cocuuiiiiiiiiiiiiiie e 12,853

Equity in income Of Other JOINT VENTUIES........ooi ettt e e e e e e bee e e e e e eaae 147
LOSS DEFOIE INCOME LAXES .. .uuiiiieiii e e i e iitite e e e e e et e e e e e e e e e e e e e s e s a b e e e e e eeeesesaaataaaeeaaeeseassnbeeeeaeeeesannsnrrnns (2,544)
ProviSION fOr INCOMIE tAXES .....vveiiiiiiiiiee ittt e ettt st e e st e e s sttt e e e ansbeeeeasbeeeeesbaeeeansaeeeeansbeeeeennres 536
N = 10T SRR $ (3,080)

See accompanying notes.
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Smithfield Beef Group, Inc.
Consolidated statement of changes in stockholder’s equity
For the year ended April 27, 2008

(Dollars in thousands)

Class a common stock Accumulated
Additional other Total
Number of Par Paid-in  Accumulated comprehensive Stockholder’s
shares value capital deficit loss equity
Balance at April 29,
2007 i, 1,000 $— $242,640 $(111,958) $(2,491) $128,191
Comprehensive loss
Net loSS....vvveeeeennn. — — — (3,080) — (3,080)
Proportionate loss
on derivatives
held by Five
Rivers Ranch
Cattle Feeding
LLC.oreiiieeee. — — — — 127 127
Total comprehensive
(0SS ..o, (2,953)
Balance at April 27,
2008.....ccciviveeiiiiieeens 1,000 $— $242,640 $(115,038) $(2,364) $125,238

See accompanying notes.
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Smithfield Beef Group, Inc.
Consolidated statement of cash flows
For the year ended April 27, 2008
(Dollars in thousands)
Operating activities
= BT TSP PRR R $(3,080)
Adjustment to reconcile net loss to net cash provided by operating activities:
Depreciation and @mMOTTIZATION ...t e e e et e e e e e e e s bbbe e e e e e e e e e e abeeeaaaeeaeannreneeeas 18,659
Gain on sale of property, plant and EQUIPMENT...........oii i a e e e e e e e e sanreeeeeas (2,140)
Equity in income of Five Rivers Ranch Cattle Feeding, LLC............cooiiiiiiiiiiiieiiieee e (12,853)
Equity in income of Other JOINT VENTUIES..........uiiii ittt eaeneee s (147)
(D<) (= g =To Mg [odo] 0 Lo v= D PSPPSR PTPPTPPP (303)
Changes in operating assets and liabilities:
ACCOUNTS TECEIVADIE ... ettt s b e e e st e et e e e s e nbb e e e anaeas (12,875)
[NVt a1 o] (=TS 99,456
Prepaid expenses and Other CUIMENT ASSELS........oiuuiii ittt nb e e (1,423)
ACCOUNTES PAYADIE ... ettt e e ekt e e e n bt e e e ab e e et e e e s e nbb e e e e enneas 1,202
F X oTot U=t Il F=T o ][ =T O PP P PR PP PP (171)
Other noncurrent assets and ADIIITIES .........oouiiiiiiiiie e (7,079)
Cash provided by Operating ACHVILIES ..........ueiiiiiiiiiiiii e e e e e e e e s e ee e e e e e e s e snnbeneeeas 79,246
Investing activities
Additions to property, plant and EQUIPIMENT .........uiiii e snb e (12,910)
Proceeds from sale of property, plant and eqUIPMENT .........ocuuiiiiiiiii e 5,961
L1 =T SRR 42
Cash uSed iN INVESTING ACHIVILIES .......ooiieiieieee ettt e et e e e e e e e e s bbb e e e e e e e e sanbbabeeeeaeesaannbeneeeas (6,907)
Financing activities
Net payments under debt agreement with Smithfield FOOdS, INC. ..., (76,178)
Payments on debt due third PArties ...........ooo i e e e e e e e e aba e e eaaaaeeas (1,205)
Cash used in fINANCING ACHIVITIES ........coii i e e e e e s e e e e e e s s ettt e e e e e e e santbaaeeeeeeesesnnraneeees (77,283)
[T ot 1= = RN I o T o SRR (4,944)
Cash at beginNiNg Of TN YA .......eiii i e e e e s s st e e e e e ennra e e e e e e e s e annranneees 5,000
Cash at the €N OF the YEAN ........oci ittt ettt e st e e e bt e e st e eteeesnteeebeeeanbeeesneeenns $56
Supplemental disclosures of cash flow information
Cash paid for interest 10 third PAIES ..........ccciiiiiii et e e e e st e e st a e s re e s bae e snteeesaneeans $269

See accompanying notes.
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Smithfield Beef Group, Inc.

Notes to consolidated financial statements
April 27, 2008

1. Description of the business
Basis of presentation

Smithfield Beef Group, Inc. (the Company or Smithfield Beef Group) now known as JBS Packerland, Inc., processes,
prepares, packages and delivers fresh, further-processed and value-added beef products for sale to customers in the
United States and international markets from four beef processing facilities. Smithfield Beef Group sells beef products to
customers in the foodservice, international, further processor and retail distribution channels. Smithfield Beef Group also
produces and sells by-products that are derived from its beef processing operations and variety meats to customers in
various industries.

Sale of the company

On October 23, 2008, Smithfield Foods, Inc., (the owner of Smithfield Beef Group prior to this date) completed the sale of
Smithfield Beef Group, to a wholly-owned subsidiary of JBS S.A., a company organized and existing under the laws of
Brazil, for $565 million, net of postclosing adjustments. The sale included 100% of Five Rivers Ranch Cattle Feeding LLC
(Five Rivers), a 50/50 joint venture with Continental Grain Company (CGC).

2. Significant accounting polices
Principles of consolidation

The consolidated financial statements include all wholly-owned subsidiaries. The Company'’s investments in Five Rivers,
Five Star Cattle Solutions, LLC and Mountain View Rendering Co. LLC are accounted for under the equity method. The
Company has a 50% ownership in each of these entities. All intercompany transactions and balances have been
eliminated.

The Company'’s fiscal year consists of either 52 or 53 weeks, ending on the Sunday nearest April 30". The Company’s
fiscal year ended April 27, 2008, consisted of 52 weeks.

Employees

Certain hourly employees of the Company’s production facilities are represented by a variety of labor unions, with labor
agreements having various expiration dates. The Company has one union contract expiring in fiscal 2009. Union
employees represent approximately 42% of the total employees of the Company at April 27, 2008.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
requires management to make estimates and assumptions that affect the amounts reported in the financial statements
and accompanying notes. Actual results could differ from those estimates.

Financial instruments

The carrying value of the Company'’s financial instruments, including cash, accounts receivable, accounts payable and
long-term debt at April 27, 2008, approximates fair value.
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Accounts receivable

The Company has a diversified customer base, which includes customers located in foreign countries. The Company
controls credit risk related to accounts receivable through credit appraisals, credit limits, letters of credit, and monitoring
procedures. The Company evaluates the collectability of its accounts receivable balance based on a general analysis of
past due receivables and a specific analysis of certain customers that management believes will be unable to meet their
financial obligations due to economic conditions, industry-specific conditions, historical or anticipated performance, and
other relevant circumstances. The Company continuously performs credit evaluations and reviews of its customer base.
The Company believes this process effectively addresses its exposure to accounts receivable write-offs; however, if
circumstances related to changes in the economy, industry, or customer conditions change, the Company may need to
subsequently adjust the allowance for doubtful accounts. The Company adheres to normal industry collection terms of net
seven days.

Inventories

Inventories consist primarily of product, live cattle, and manufacturing supplies. Product inventories are considered
commodities and are valued based on quoted commodity prices, which approximate net realizable value less cost to
complete and disposal costs. Product inventories are relieved from inventory utilizing the first-in, first-out method. Live
cattle includes the purchase cost of the cattle, direct materials, supplies, and feed. Cattle are reclassified from live cattle to
carcass inventory at time of slaughter. Manufacturing supplies are valued at the lower of first-in, first-out cost, average
cost or market.

Property, plant and equipment, net

Property, plant and equipment is stated at cost, and is depreciated on a straight-line basis over the estimated useful lives
of the assets as follows:

Buildings and improvements..........cccoovccvvvieeiiee e iiciiiieeee e e 20 — 40 years

Machinery and equipmeNt.........cccccveee i 5-10years

Automobiles and truckS.........ccccceveei i 3 -5years

Furniture and fiXTUreS ..o 5 years

Computer NArdWAare .........c..eooiiiiiieiiiee e 5 years

sehold IMProOVEMENLS ........ccoiiiiiiiiiiiiieee e Shorter of useful life or the lease term

Depreciation expense is included as either cost of sales or selling, general and administrative expenses, as appropriate,
and totaled $17.9 million in fiscal 2008. Repairs and maintenance charges are expensed as incurred and totaled $20.1
million in fiscal 2008. Improvements that materially extend the life of the asset are capitalized. Gains and losses from
dispositions or retirements of property, plant and equipment are recognized in the period they occur. Interest is capitalized
on property, plant and equipment during the construction period. There was no interest capitalized in fiscal 2008.

The Company periodically assesses the recoverability of long-lived assets, including property and equipment, in
accordance with the provisions of Statement of Financial Accounting Standards (SFAS) No. 144, Accounting for the
Impairment or Disposal of Long-Lived Assets. This statement requires that all long-lived assets be reviewed for
impairment whenever events or changes in circumstances indicate the carrying amount of an asset may not be
recoverable. Recoverability of assets to be held and used is measured by comparison of the carrying value of such assets
to the undiscounted future cash flows expected to be generated by the assets. If the carrying value of an asset exceeds
its estimated undiscounted future cash flows, an impairment provision is recognized to the extent that the carrying amount
of the asset exceeds its fair value. Assets to be disposed of are reported at the lower of the carrying amount or the fair
value of the asset, less costs of disposition. Management considers such factors as current results, trends and future
prospects, current market value, and other economic and regulatory factors in performing these analyses. The Company
determined that no long-lived assets were impaired as of April 27, 2008.

Goodwill and intangible assets

Goodwill represents the excess of the purchase price over the fair value of identifiable net assets of businesses acquired.
Indefinite-lived intangible assets consist of tradenames.

Goodwill and indefinite-lived intangible assets are tested for impairment annually in the fourth quarter, or sooner if
impairment indicators arise in accordance with SFAS No. 142, Goodwill and Other Intangible Assets. The fair value of
indefinite-lived intangible assets is estimated based upon discounted future cash flow projections. In reviewing goodwill for
impairment, potential impairment is identified by comparing the estimated fair value of a reporting unit to its carrying value.
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The fair value of a reporting unit is estimated by applying valuation multiples or estimating future discounted cash flows.
The selection of multiples is dependent upon assumptions regarding future levels of operating performance as well as
business trends, prospects and market and economic conditions. When estimating future discounted cash flows, the
Company considers the assumptions that hypothetical marketplace participants would use in estimating future cash flows.
In addition, where applicable, an appropriate discount rate is used, based on the Company’s cost of capital or location-
specific economic factors. When the fair value is less than the carrying value of the net assets of a reporting unit, including
goodwill, an impairment loss may be recognized. The Company has determined that goodwill and indefinite-lived assets
were not impaired as of April 27, 2008.

Intangible assets with finite lives consist of patents, which are amortized over their estimated useful life of 15 years.
Patents, net of accumulated amortization of $0.5 million, were $1.1 million at April 27, 2008. Patent amortization expense
for the fiscal year ended April 27, 2008, totaled $0.1 million and is estimated to be approximately the same amount in
each of the subsequent five years.

Investments

The Company records its share of earnings and losses from its equity method investments in “Equity in income (loss) of
affiliates” in the accompanying consolidated statement of operations. The Company considers whether the fair values of
any of the equity-method investments have declined below their carrying value whenever adverse events or changes in
circumstances indicate that recorded values may not be recoverable. If the Company considers any such decline to be
other than temporary, then a write-down of the investment would be recorded to its estimated fair value. The Company
has determined that no write-downs were necessary as of April 27, 2008.

Income taxes

The Company is included in the consolidated U.S. federal income tax return of Smithfield Foods, Inc. A formal tax-sharing
agreement between Smithfield Foods, Inc. and the Company does not exist. The benefit for income taxes in the
accompanying consolidated statement of operations has been calculated as if a consolidated federal and appropriate
state income tax returns had been filed separately by the Company. Deferred income taxes are provided on the
differences in the book and tax basis of assets and liabilities at the statutory tax rates expected to be in effect when such
temporary differences are expected to reverse. A valuation allowance is provided on the tax benefits otherwise associated
with certain tax attributes unless it is considered more likely than not that the benefits will be realized. Smithfield Foods,
Inc. pays domestic taxes on behalf of the Company and reflects the funding through an intercompany payable account.

The determination of the provision for income taxes requires significant judgment, the use of estimates, and the
interpretation and application of complex tax laws. Significant judgment is required in assessing the timing and amounts of
deductible and taxable items. Reserves are established when, despite the Company’s belief that its tax return positions
are fully supportable, the Company believes that certain positions may be successfully challenged. When facts and
circumstances change, these reserves are adjusted through the provision for income taxes.

In July 2006, the Financial Accounting Standards Board issued Interpretation No. 48, Accounting for Uncertainty in
Income Taxes (FIN 48), which clarifies the accounting for income taxes by prescribing the minimum recognition threshold
that a tax position is required to meet before being recognized in the financial statements. FIN 48 also provides guidance
on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. The
Company adopted FIN 48 effective April 30, 2007. The Company accrues interest and penalties related to unrecognized
tax benefits as other noncurrent liabilities and recognizes the related expense as income tax expense.

Derivative financial instruments and hedging activities

The Company uses various raw materials, primarily live cattle and corn, which are actively traded on commodity
exchanges. The Company hedges these commodities when it determines conditions are appropriate to mitigate these
price risks. While such hedging may limit the Company’s ability to participate in gains from favorable commodity
fluctuations, it also tends to reduce the risk of loss from adverse changes in raw material prices. The Company attempts
to closely match the commodity contract terms with the hedged item.

The Company accounts for derivative financial instruments in accordance with SFAS No. 133, Accounting for Derivative
Instruments and Hedging Activities, which requires companies to recognize all of their derivative instruments as either
assets or liabilities in the balance sheet at fair value. The accounting for changes in the fair value of a derivative
instrument depends on whether it has been designated and qualifies as part of a hedging relationship and, further, on the
type of hedging relationship. For those derivative instruments that are designated and qualify as hedging instruments, a
company must designate the hedging instrument, based upon the exposure being hedged, as either a fair value hedge,
cash flow hedge, or a hedge of a net investment in a foreign operation. Since none of the Company’s derivative
instruments were designated as hedges in accordance with SFAS No. 133, the gain or loss related to the change in fair
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value for each derivative instrument is recognized in operations during the period of change. For the year ended April 27,
2008, the Company recognized a gain of $24.8 million, which is included in cost of sales in the accompanying
consolidated statement of operations related to derivative financial instruments. As of April 27, 2008, the fair value of
derivative financial instruments was $2.6 million and is included in prepaid expenses and other current assets in the
accompanying consolidated balance sheet.

The Company records its proportionate share of the fair value of derivative financial instruments entered into by Five
Rivers through other comprehensive loss as these derivative financial instruments are accounted for under hedge
accounting.

Self-insurance programs

The Company is self-insured for certain levels of general and vehicle liability, property, workers’ compensation, product
recall and healthcare coverage. The cost of these self-insurance programs is accrued based upon estimated settlements
for known and anticipated claims. Any resulting adjustments to previously recorded reserves are reflected in operations.

Revenue recognition

The Company recognizes revenues from product sales when title passes upon delivery to its customers. Revenue is
recorded at the invoice price for each product, net of estimated returns and sales incentives provided to customers. Sales
incentives include various rebate and trade allowance programs with customers, primarily discounts and rebates based on
achievement of specified volume or growth in volume levels.

Advertising and promotional costs

Advertising costs are expensed as incurred. Promotional sponsorship costs are expensed as the promotional events
occur. Advertising and promotional costs totaled $2.2 million in fiscal 2008.

Shipping and handling costs

Shipping and handling costs charged to customers are included in net sales, and the related costs are included in cost of
sales.

Segment reporting

The Company operates in one segment: the raising, processing and packaging of beef products for sale to customers in
the United States and international markets.

Recent accounting pronouncements

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities—an
amendment of FASB Statement No. 133. SFAS No. 161 requires (1) qualitative disclosures about objectives for using
derivatives by primary underlying risk exposure; (2) information about the volume of derivative activity; (3) tabular
disclosures about the balance sheet location and gross fair value of derivative instruments, and income statement and
other comprehensive income location and amounts of gains and losses on derivative instruments by contract type; and
(4) disclosures about credit-risk-related contingent features in derivative agreements. SFAS No. 161 is effective for
financial statements issued for fiscal years and interim periods beginning after November 15, 2008. Management believes
the adoption of this pronouncement will not have a material impact on the Company’s consolidated financial statements.

In December 2007, the FASB issued SFAS No. 141R, Business Combinations (SFAS No. 141R). SFAS No. 141R
establishes principles and disclosure requirements on how to recognize, measure and present the assets acquired, the
liabilities assumed, any noncontrolling interests in the acquired company, and any goodwill recognized in a business
combination. The objective of SFAS No. 141R is to improve the information included in financial reports about the nature
and financial effects of business combinations. This statement is effective for business combinations with an acquisition
date on or after the beginning of the first annual reporting period beginning on or after December 15, 2008. Management
believes the adoption of this pronouncement will not have a material impact on the Company’s consolidated financial
statements.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements—an
amendment of ARB No. 51 (SFAS No. 160). SFAS No. 160 establishes accounting and reporting standards for a
noncontrolling (minority) interest in a subsidiary and for the deconsolidation of a subsidiary. This statement clarifies that a
noncontrolling interest in a subsidiary is an ownership interest in the consolidated entity and should be reported as equity
in the consolidated financial statements, rather than as a liability or in the mezzanine section between liabilities and
equity. SFAS No. 160 also requires consolidated net income to be reported at amounts that include the amounts

F-111



Case 08-45664-dmi1l Doc 3767-33 Filed 10/19/09 Entered 10/19/09 10:06:12 Desc
Exhibit E part 7 Page 18 of 41

attributable to both the parent and the noncontrolling interest. SFAS No. 160 is effective for fiscal years beginning on or
after December 15, 2008. Management believes the adoption of this pronouncement will not have a material impact on
the Company’s consolidated financial statements.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (SFAS No. 157). SFAS No. 157 defines
fair value, establishes a framework for measuring fair value in accounting principles generally accepted in the United
States, and expands disclosures about fair value measurements. It does not require any new fair value measurements.
SFAS No. 157 is effective for fiscal years beginning after November 15, 2007, and interim periods within those fiscal years
for financial assets and liabilities, and for fiscal years beginning after November 15, 2008, for nonfinancial assets and
liabilities. Management believes the adoption of this pronouncement will not have a material impact on the Company’s
consolidated financial statements.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities.
SFAS No. 159 permits entities to choose to measure many financial instruments, and certain other items, at fair value.
SFAS No. 159 applies to reporting periods beginning after November 15, 2007. Management believes the adoption of this
pronouncement will not have a material impact on the Company’s consolidated financial statements.

3. Inventories

The components of inventories at April 27, 2008, net of reserves of $1.5 million, are as follows (in thousands):

[ o 1 1P PPR PRI $146,325

Product inventories:
Fresh and packaged MEALS ..........cceiiiiiiiiiiic e e e s e e e e e e e e st ar e e e e e e e e st ar e e e e e e e nrnreees 56,010
LOF T o7 IS 1 01771 0| (o) Y/ EEPR 15,238
Va0 = (o (1 o TR0 T o] o] =TSSP 14,582
L@ 1T PSPPSR 2,780
$234,935

The sale of the Smithfield Beef Group as discussed in Note 1, excluded substantially all live cattle inventories held by the
Company and Five Rivers as of the transaction date. Live cattle owned by Five Rivers on the transaction date were
transferred to a new 50/50 joint venture between Smithfield Foods, Inc. and CGC, while live cattle owned by Smithfield
Beef Group on the transaction date were transferred to a subsidiary of Smithfield Foods, Inc. The excluded live cattle will
be raised by JBS Packerland, Inc. for a negotiated fee and then sold at maturity at market-based prices. Proceeds from
the sale of the excluded live cattle will be paid in cash to the Smithfield Foods, Inc./CGC joint venture or to Smithfield
Foods, Inc., as appropriate. The live cattle inventories are expected to be sold within six months after the transaction date,
with substantially all live cattle sold within 12 months after the transaction date.

4. Property, plant and equipment, net

Property, plant and equipment, net consist of the following at April 27, 2008 (in thousands):

1= 3 o R $ 13,946
2101 o g To Fyr=Ta o W gl e 0)V/=T 0 g =] o] (PP OPPPPPPPPI 90,619
[ F= 1ol a1 a1t VA= T o =T (011 o] 1 4= 0| S PO P OPPPPPPPPI 127,021
P XU (o] gaTo] o1 (ST E= g o IR 1 U (o1 (TN 5,629
[ ST L TSI g To I DA (U (TS 3,581
(070 1o 01U 1= gl =T 0 1T = PSPPSR 2,835
T 1Y = aTo] (o T o ] o1 1YY 1= ) PSSRSO 176
(70 o153 i 00 o3 1o a1 TN o] o Lo | =TSP 14,032
257,839

ACCUMUIALEA EPIECIALION ... .eeiiiiiiie ettt ettt bt e e skt e e e ra b et e e e sab b e e e e sabb e e e e abe e e s aabeeeeeanbaeeeeane (113,950)
$143,889

On December 21, 2007, the Company sold the land and buildings of its Showcase facility, located in Philadelphia, PA, for
approximately $5.2 million. As a result of the sale, the Company recorded a gain of approximately $2.3 million. In addition,
the Company paid approximately $5.8 million to exit its equipment lease agreement with a third party and purchase all the
leased equipment.
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The sale of the Smithfield Beef Group, as discussed in Note 1, excluded certain land and land improvements that totaled
$9.2 million at April 27, 2008.

5. Investment in Five Rivers

In fiscal 2006, Smithfield Beef Group and CGC formed Five Rivers, a 50/50 joint venture. Five Rivers is a stand-alone
operating company, independent from the Company and CGC, currently headquartered in Greeley, Colorado, with a total
of ten feedlots located in Colorado, Idaho, Kansas, Oklahoma and Texas. Five Rivers sells cattle to multiple U.S. beef
packing firms using a variety of marketing methods. Five Rivers has a fiscal year ended March 31, 2008, and was audited
by other auditors.

For its 50% interest in Five Rivers, the Company has contributed cash of $106.3 million and net assets of $44.7 million.
There currently exists a difference between the carrying amount of the Company'’s investment in Five Rivers and the
Company’s proportionate share of its underlying equity in the net assets of Five Rivers primarily due to the difference in
the fair value of cash and net assets contributed by the Company in relation to its ownership interest in Five Rivers.

Following is a reconciliation of the investment in Five Rivers and equity in income of Five Rivers as of and for the year
ended April 27, 2008, from the report of other auditors to the amounts included in the accompanying financial statements
(in thousands):

50% interest in the net assets of Five Rivers at March 31, 2008 (per report of

Lo Y= TU Lo [110] £) [ $157,385
Excess of the cost of investment over the amount of underlying equity in net assets of Five Rivers .............. 22,828
50% interest in the loss of Five Rivers for the month ended April 27, 2008............cccveeveeei i (5,736)
50% interest in other comprehensive loss of Five Rivers for the month ended

F Y o1 (1 A A 10 T RO (16,916)
Investment in Five Rivers at APril 27, 2008 ... ..ot e e e e e e e s e annbereeeaaa e as $157,561
Equity in income of Five Rivers for the year ended March 31, 2008 (per report of other auditors).................. $ 18,729
Less proportionate share of the income of Five Rivers for the month ended

F Y o111 24 T L0 RO PPSI (140)
Plus proportionate share of the loss of Five Rivers for the month ended

F o1 2 A 00 < R (5,736)
Equity in income of Five Rivers for the year ended April 27, 2008 ........ccooii it $ 12,853

Five Rivers meets the definition of a significant subsidiary (per Regulation S-X) with respect to the Company. Condensed
financial statements for Five Rivers as of March 31, 2008, and for the year ended March 31, 2008, are presented below
(in thousands):

(10 [ ¢ (=T gL AF= TSIoT=Y OO $ 647,245
N T0] g o0 [ =T gL = TS = £ PRt 103,936
CUITENT IADIITIES . ...ttt e e e e e e e ettt e e e e e e e e st e e e eeeseesbat e aeeeeeeesebabaseeesererrrannsnnns 436,242
NONCUITENE IADIITIES ....ceeeevieie ettt et e e e e e e e et e e e e e e eeaaat e eeeeeseeessbtsaeeeeeessranns 170
LR SAV L= g1 [ $1,657,103
COSES ANA EXPEINSES. ... eeeeeieeeee ittt et e e e e et ettt bttt e e e e e s e e abtbeeetaeaaeaaab e be e et aaeeeeaabsbeneeaeaeesaaaabsbeeeeaesaannnbsaeeaaaesaaannns 1,593,731
(@] e 1T o To [T g leo] 0 o= PP P R UOUTUTRPPPTTN 63,372
N L=y AT Lol 4 =R 37,457

6. Other assets
Other assets consist of the following at April 27, 2008 (in thousands):

Other assets:

o3 - USROS $2,065
3 1= L0 ] SRS 725
Tax benefit related to UNCErtain taX POSITIONS ......cccciiiiiiiiiiie e s e e e e e s e s e e e e e e e e e srareeeeeaeessannnnes 2,057
COMPULET SOTIWAIE. ... 380
(@1l g To] a4 =T L = TSI T =] £ PSP 792

$6,019
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Other assets include the Company’s 25% ownership interest in an aircraft and a deposit with the Arizona Department of
Water Resources for water rights related to its facility in Tolleson, Arizona. The ownership interest in the aircraft was
purchased on December 31, 2004 for $2.6 million and is being depreciated over its useful life of 20 years. Amortization of
capitalized computer software was $0.7 million in fiscal 2008.

7. Long-term debt
Long-term debt consists of the following at April 27, 2008 (in thousands):

Long-term debt due Smithfield Foods, Inc.:

(D1 o] Ao [N TSIy a1 a¥i=] Lo N o To Lo LT [ o $304,316
Term NOES AUE SFFC, INC. ..coviiiiiii ettt e e e e e et a e e e e e e e ee bbb s e eeeeeseeeraaananns 199,425
$503,741

Other long-term debt due third parties:
N[0 1 (= 0 T= Y= L (PSRRI $ 989
(O ]1 01T 994
1,983
TSR o[ =Y Lo To 5 (o o SRS 1,247
$736

The Company had a lending arrangement with Smithfield Foods, Inc., under which Smithfield Foods, Inc. financed the
working capital needs of the Company. Amounts outstanding under the facility bore interest at rates ranging between
4.5% and 7% as of April 27, 2008. The lending agreement did not have a stated maturity date nor did it contain any
financial covenants. The debt with Smithfield Foods, Inc. has been classified as long term based on the intent of
Smithfield Foods, Inc. for these amounts not to be repaid in the next fiscal year.

On January 1, 2007, the Company entered into a series of term notes with SFFC, Inc. (a wholly owned subsidiary of
Smithfield Foods, Inc.) totaling $199.4 million. The term notes bear interest at 7.75% and are due December 31, 2016.
The term notes do not contain any financial covenants.

In connection with the purchase of Murco, Inc., now known as JBS Plainwell, Inc., the Company issued a note payable
(Note) to the former owner for $13.3 million. Principal and interest payments under the Note are due weekly, decreasing
from $30,000 to $20,000 over the life of the Note. As the Note does not bear interest, the Company discounted the
estimated future cash flows under the Note and adjusted the carrying value of the Note to $8.2 million at the purchase
date, which approximated the fair value of the Note. The effective interest rate on the Note is 10% and the Note matures
May 12, 2009.

8. Income taxes

Significant components of the provision for income taxes for the year ended April 27, 2008, are as follows (in thousands):

Current tax expense (benefit):

[T [T 2 PSSR SRRSO PRRRUPPP $(1,034)

5] = L= TP 1,873

839

Deferred tax benefit:

[T 0 = - | SRR (273)
)= - SRS (30)
(303)

$ 536
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A reconciliation of income tax benefit computed at the federal statutory rate to the provision for income taxes is as follows
(in thousands):

Federal income tax benefit at STATULONY FALE.........coiuiiiiiie ettt sttt e e b e e snbe e e sneeesnneeens $(890)
State income taxes, net of federal tax DENETIt............vviiiii i e 617
Manufacturer's production EAUCTION ..........oiueiiiiiii ittt e e sabb et et b e e e snbbr e e e sanneees (274)
Increase in UNCertain tax POSILIONS, NEL.........ic e e e e s s s e e e e e e e s s ntbe e e e e esasesbeeeeeeeesannsrnneees 944
(@ ] 1 1= PP 139

$536

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts for income tax reporting purposes. Significant components of
the Company’s deferred income tax assets and liabilities as of April 27, 2008, are as follows (in thousands):

Deferred tax assets:

State NEt OPEIALING IOSSES ....coeeiiiiiie ittt ettt ettt et et e sttt e s bt e e ssteeebeeesabeeeaseeesmeeeseeesnbeeesnbeeaseeens $ 9,486
Yol (U= To W TT= T o111 =TT 9,124
EMPIOYEE DENETIES ..ottt e st et e s e bt e s e b e e st b e e e e e b e e e e e nnes 865
T 1YY 170 =SSOSR 514
F Yo g (ot RSO PPP 924
V2= 10 i 0T =111 17 T g o] (7,490)
o1z o (] (ST =10 I = D e TToT =L SRR 13,423
Deferred tax liabilities:
Property, plant @nd @QUIPIMENT..........iii ettt e e s e e s e r e e e s e e e e e e nees (19,621)
1AV TSY 10 1T ] PP PP PPPPPPPR (4,878)
INEANGIDIE @SSELS ... ettt a bt e e e bt e s e bt e e s e b e e e et e e b e e e e s (3,050)
Total deferred tax HADIlILIES ............. ittt e e e e e e e s et be e e e e e e e snnbereeeaaaeeeanns (27,549)
Net deferred tax ADIItIES ...........coiiiii et e et e e e e et e e e s et ae e s eab e e e e e sabaeeeesnbaeeaeaas $(14,126)

Deferred tax assets and liabilities are recorded in the accompanying consolidated balance sheet as follows:

CUITENE EFEITEA 18X ASSELS. ... eviiieiiiiii ittt s et e sttt e e e s bt e e st e e e e e nbeeeesanbbeesansbeeeeennsbeeeesnnrees $ 6,233
Noncurrent deferred taxX abiIlITIES............uuiiii e e e e e s s e e e e s s e snnrraneeeaes (20,359)
TOtAl AETEITEA TAX ASSEIS....uvviiiiiiiii ettt et e et e et e e e s et e e e e ettt e e e s ebbeeeeaabeeeeeabaeeeebteeesansbaeeeesbeeaeantes $(14,126)

The Company had state net operating loss carryforwards of $189.7 million at April 27, 2008. A partial valuation allowance
has been established against the state net operating loss carryforwards at April 27, 2008, as the Company does not
believe it is more likely than not that the carryforward will be utilized in full prior to expiration. State net operating losses
generally begin to expire 5 to 20 years after they are generated.

A reconciliation of the beginning and ending liability for uncertain tax positions is as follows (in thousands):

Balance as Of APFil 30, 2007 ......ceeiiiiiiiiieee e e e e e e e e e s et e e e e e e et s st erreee e e s s aan————rereeeeaaan——rraeaeeeannrnrrerraaeeeaaans $5,592
Additions for tax positions taken in the CUMTENT YEAI...........cuviii i e e e e e e e e e e e e annns 993
Additions for tax positioNs taken iN PriOr YEAIS .......cciiiiciiiiiieee s e et e e e e s s s s e e e e e e s e st e e e ae e e s s nrnreeeeeeeaeannns 125
Settlements With taXing QULNOTITIES ........c..eiieiiiee e e e e s s e s e e e e e e s e arar e e e e e e e e e nnnnneeees (2,310)
Lapse of Statute Of IMILALIONS ..o e e e e e s s e e e e e e e s saaraeeeeeeeseananrreneeeeeas (174)

Balance as Of APFil 27, 2008 ........c.uviiiiiiiiie it se et s et e e et e e e st e e e s et et e s ssbeeaeastaeaeaantaeeeatbeeeaanreeeeannraeaeeannes $4,226

The Company operates in multiple taxing jurisdictions within the United States, and is subject to audits from various tax
authorities. As of April 27, 2008, the liability for uncertain tax positions included $1.5 million of accrued interest and
penalties. The Company recognized $0.5 million of interest expense in tax expense during fiscal 2008. As of April 27,
2008, the liability for uncertain tax positions included $3.7 million that, if recognized, would impact the effective tax rate.
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9. Other accrued liabilities

Other accrued liabilities consist of the following at April 27, 2008 (in thousands):

L T=To PR PR STPRTOPRPT $12,108
SEIf-INSUIANCE FESEIVES .....ueeiiiiie ittt ettt et e e st e e sh et e st e e ek et e s b e e e ahb e e eabe e e ahbe e e beeenbeeebeeesnbeeennneesnneeans 3,000
L] 1T TP PU P PP RPN 2,898
[ (<10 | o TP 2,084
(ST (o] g aleT g o] (oo | £= 11 o - T P PO P OO PP PP PP PPPPPTPTPPN 1,120
(o F= e [o g R (=] P (o g 4 F= LA (=T = TP UUUT PRI 935
LR (0] 1< 8 = TP 724
Legal and ProfeSSIONEAI FEES .......oi ittt e ettt et e e e e e bbb e et e e e e e e e be e e e e e e e e s e nnbbeaeaaaeaas 483
L@ 1 01 ST TP U PP UUPOUPPTRURRROPRN 5,290

$28,642

10. Retirement plans

The Company sponsors three defined contribution plans, which cover the majority of full-time truck drivers, salaried and
office personnel, and certain hourly plant employees under a multiple-employer plan administered by Smithfield Foods,
Inc. Contributions under the plans are based on miles driven by certain truck drivers and on a percentage of salary or rate
per hour for other personnel. Retirement benefits are based upon the amount allocated to each individual's separate
account and are fully funded. Total expense related to these plans were $1.5 million in fiscal 2008.

11. Commitments

The Company leases tractors, trailers, automobiles, railcars, buildings and equipment under operating lease agreements.
Certain of the lease agreements contain renewal or purchase options as well as rental escalation clauses. The lessor
assigned its rights under one of the building leases to Smithfield Foods, Inc. concurrent with the sale of Smithfield Beef
Group. Future minimum rental payments for leases having initial or remaining noncancelable lease terms in excess of one
year are presented below and reflect the assignment of the building lease to Smithfield Foods, Inc. (in thousands):

Related-party Third parties Total

Fiscal Year
2009 .. $780 $5,571 $6,351
2000 oo 780 4,351 5,131
2000 oo 780 3,946 4,726
2002 780 3,069 3,849
2003 780 2,116 2,896
TREICAME ...ttt berane 15,784 10,720 26,504

$19,684 $29,773 $49,457

Total rental expense for operating leases was $10.2 million in fiscal 2008.

As of April 27, 2008, the Company had capital expenditure commitments of approximately $6.6 million. The Company also
has purchase commitments with certain cattle producers that obligate the Company to purchase all of the cattle that these
producers deliver. The Company has entered into commodity forward contracts that obligate the Company to purchase a
fixed amount of cattle at fixed prices. As of April 27, 2008, the Company had $490.3 million of commodity forward
contracts for the purchase of live cattle. As of April 27, 2008, the Company was also committed to purchase approximately
$3.0 million of fixed forward corn contracts. The Company believes the risk of default or nonperformance on contracts with
counterparties is not significant.

12. Related-party transactions

The Company has a trademark and license agreement with SF Investments, Inc. (a wholly owned subsidiary of Smithfield
Foods, Inc.) for the right to use certain trademarks of Smithfield Foods, Inc. in connection with the sale of certain food
products. The Company made royalty payments of $5.0 million during fiscal 2008 related to this agreement.

Through an informal agreement with its parent, Smithfield Foods, Inc., the Company was provided certain administrative
services by Smithfield Foods, Inc. During fiscal 2008, the Company was charged $16.2 million under this arrangement.
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13. Regulations and litigation

The Company is subject to various laws and regulations administered by federal, state and other government entities,
including the Environmental Protection Agency (EPA) and corresponding state agencies, as well as the United States
Department of Agriculture, the United States Food and Drug Administration, the United States Occupational Safety and
Health Administration and similar agencies in foreign countries. The Company believes that it is in compliance with these
laws and regulations in all material respects and that continued compliance with these laws and regulations will not have a
material adverse effect on its financial position or results of operations or cash flows.

In February 2003, the EPA promulgated regulations under the Clean Water Act governing confined animal feeding
operations (CAFOs). Among other things, these regulations impose obligations on CAFOs to manage animal waste in
ways intended to reduce the impact on water quality. These new regulations were challenged in federal court by both
industry and environmental groups. Although a 2005 decision by the court invalidated several provisions of the
regulations, they remain largely intact.

From time to time and in the ordinary course of its business, the Company is named as a defendant in legal proceedings
related to various issues, including worker’'s compensation claims, tort claims and contractual disputes. While the
resolution of such matters may have an impact on the Company’s financial results for the period in which they are
resolved, the Company believes that the ultimate disposition of these matters will not, individually or in the aggregate,
have a material adverse effect upon its business or consolidated financial statements.
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Report of independent registered public accounting firm

To the Board of Managers and Members of
Five Rivers Ranch Cattle Feeding LLC
Loveland, Colorado

We have audited the accompanying balance sheet of Five Rivers Ranch Cattle Feeding LLC (the “Company”) as of
March 31, 2008, and the related statements of operations, members’ equity and comprehensive income (loss), and cash
flows for the year then ended. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audit included consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial position of the Company as of
March 31, 2008, and the results of its operations and its cash flows for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

/s/ Deloitte & Touche LLP

Denver, Colorado
May 30, 2008
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Five Rivers Ranch Cattle Feeding LLC
Balance sheet
as of March 31, 2008
(in thousands)
2008
Assets
CURRENT ASSETS:
Cash and CASh EQUIVAIENTS..........oiuuii ettt ettt ettt e st e b e e sabe e e ssteeesteeestaesnbeeesabeesnneeans $ 3
RECEIVADIES ...ttt ettt e e bbbt e e s e Rt e e s e ab bt e e e e b bt e e e enbbe e e e nbb e e e e anbbe e e e e nres 13,667
RECEIVADIES—AFfIlIALES ... .eii it 3,152
11 Z= 0 e 3PS 600,161
AdvVanCe dePOSItS ON CALIE .....evieii i s e e e e e e s e e e e e e e s s s e ee e e e s nnnnnrnreeeaees 1,567
DEIVALIVE GSSEL ....vveiiiiiiiiie ittt s ettt e sttt e e s b bt e e s bbbt e e s bbbt e e o nb bt e e e eab b e e e e e Rt et e e enbbe e e e anbbeeeeanbbeeeeannres 27,792
Prepaid expenses and Other CUMENT ASSELS .......c..uuuiiiiie et e e e s e s rr e e e e e e e s s ree e e e e e ennrneeees 903
o]tz | od UL =T o1 A= E Y= £ 647,245
PROPERTY, PLANT, AND EQUIPMENT:
Land and 1and IMPIOVEIMENTS ........ooiiiiiiiiiiii ettt e e e e e et b e e e e e e s e e snbbeeeeeaeeeaaaannbeeeaaeeeannrnrees 65,581
(21011 [0 1T TP EPPR P 8,898
Machinery, equipment, 8N fIXTUIES ......... i e et e e e e e e e e s asbb e e ea e e e e annbneees 33,347
CapitAliZEA SOTIWEAIE .....ceiii ittt et e e e e e s bbb e et e e e e e e e e nbbbbeeeaeeeaannnbeeeeeaaeeaaaanns 636
107e] o153 i g8 ox 1To] g BT g B e o | {1 PP OUOTPPPRPPR 2,009
Total property, plant, and EQUIPMENT............uiiiiiiee e e e e e s s e e e e e e e srreeeeaaeeas 110,471
Less accumulated AePrECIALION ..........uuuiiiiie et e e e e e e s s e e e e e e e s e et ab e e e e e e e e e s e s sannbaeeeeeessnnrnrenes 22,132
Net property, plant, and QUIPMENT ..........oiii e e e e e s s e e e e e e e s st e e e e e e e e s snnnnnraeeeessnannns 88,339
INTANGIBLE ASSETS ..ottt ettt ettt e et e e e sttt e e e s bt e e e aa b et e e e aabb e e e e aabbe e e e aabbe e e e anbbeeeanbbeeesanbbeeeeannnes 12,144
OTHER ASSETS ... ittt ettt ettt ettt ettt e e st be e e o ettt et e o ek be et e e aR b et e e e an bt e e e e ambe e e e e anbee e e snbeeeeeanbbeeeesnnteeees 3,453
LI L PRSPPSO $751,181
Liabilities and Members’ Equity
CURRENT LIABILITIES:
(O Y AT 1Yo - | 1 USSR $ 11,171
BOrrowings 0N MArQiN ACCOUNLS .........uuuuiiiieeeeiiiiitteeeeeeeeesaeststreereeaeessassateaeeeeeeesaaaaresaeeeaeessesssnreseeessssnsssnrnnes 10,012
Yol oTo 18] ) ES 0=\ V7= L o] [T SRR 9,156
ACCIUEB lIADIIILIES ...ttt ettt et e oo skttt e e e e e e e e ab b b e et e e e e e e aabbe et e e e e e e saaannbeeeaaaaeas 5,197
DErVALIVE ALY .....eeeeieeei ettt e e e e ettt et e e e e e s bbbt e e e e e e s nbbbe e e e e e e e e e nnrnreees 5,406
REVOIVING lINE OF CrEit......... ettt e e e e et e e e e e e e e bbbb e e e e e e e e e annrnreees 395,300
QLI = e 4 =T oL A =T o 11 = PSRRI 436,242
(D=1 (=14 = To I oTu] 0 4]0 =T 0 E-T= L1 (o] o I EPRR 170
QLI = U L= o1 TS PSP PT PR 436,412
COMMITMENTS AND CONTINGENCIES (Note 7)
MEMBERS’ EQUITY:
Members’ equity Paid-in CAPILAL .............eeiiiiiii et e e e e e e e e e e e e e e e arere s 274,416
Accumulated other COMPreNENSIVE INCOMIE.........ciiii e e e e e e e 29,104
Ry ez 11 a1oTo = T= 14 a1 T TSR PUSPPR P 11,249
LI = I = ] 01T S =T [0 1 SR 314,769
LI L 2 PP $751,181

See notes to financial statements.
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Five Rivers Ranch Cattle Feeding LLC

Statement of operations
for the year ended March 31, 2008

(in thousands)

2008
REVENUES:
[ N o= L1 LIS 11T SR $1,537,178
=TT | (0] A= 1L PRTURSPRTPRRN 95,057
L@ 1T SRR 24,868
TOUAI FEVENUES ....cei ittt ettt ettt e e ettt e e e sk be e e e e ah bt e e e e smba e e e e anbbeeeeenbbeeesanbeeeessnbaeeeean 1,657,103
COST AND EXPENSES:
(00015 A0 HE=T-1 1T 1,578,635
General and admiNiStrative EXPENSES .......uiiiieiiiiiiriiiiiete e i e ee e e e e s s e beeereeeeessassataeereaeeesaassnnreeeeeeasannns 15,179
GaiN ON AISPOSAI OF ASSELS.....cuuteiieiitiiee ettt e et b et e s aab et e e aabb e e e aabe e e e snbbneeesnnbneeas (83)
TOtAl COSE ANU EXPEINSES. ...ciiiiiiiiitiii ettt e e ettt et e e e e e s aabee e e e e e e e e e s s abbeeeeeaaeeseannbeaeeeeesanneeneees 1,593,731
OPERATING INCOME......ciiiiiiiiie ittt ettt e e sttt e e st e e e e st b e e e e aabe e e e e anbaeeeeanbbeeeeanbbeeeeabeeeesanbeeeeennens 63,372
OTHER (INCOME) EXPENSE:
Interest expense and other fINANCING COSES ......uuiiiiiiiiiiieee e e e 28,893
INterest and iINVESIMENT INCOMIE.........uuiiiiie e e s s e e e e e e s e s st e e e e e e e s e snnreaereeessnnnnneees (1,095)
Loss on involuntary CONVErSiON Of @SSELS........iiiuiiiiiieie i e e s e e e e e e s e e e e e e s e snneaere e e e e e e e nnne 109
L@ 11 0 1= T T Vo T - SRR (190)
LCT= U g I o IR=T=T 11 =1 01T o | S PPERRR (1,802)
Total Other EXPENSE—NEL ... e e e e e e s e st e e e e e e e s e annabe e e e e e s annenneees 25,915
NET INCOME ... ittiei ettt et et e e e sttt e e e s bae e e e stee e e e atbeee e e s beea e et beeeeeasbeeeeaasbeeeeeantaeeasbeeaeeanseeeeeansres $ 37,457

See notes to financial statements.
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Five Rivers Ranch Cattle Feeding LLC

Statement of members’ equity and comprehensive income
(loss)
for the year ended March 31, 2008

(In thousands)

Members’ Retained Accumulated
Equity, Earnings Other
Paid-In Comprehensive (Accumulated Comprehensive
Capital Income Deficit) Income (Loss) Total
BALANCE—April 1, 2007.......ccccevueeenee $274,416 $(26,208) $(8,634) $239,574
Comprehensive income:
Net inComMe .......ccoovveveiiiiieeeee, $37,457 37,457 37,457

Other comprehensive income:
Net gain on cash flow
hedges ......ccooveeiiiiiicinnn. 29,104
Reclassification adjustment
for losses included in net

INCOME ...oviiiiiiiiieiiieeeeeeen 8,634
Other comprehensive income ... 37,738 37,738 37,738
Comprehensive income.................. $75,195
BALANCE—March 31, 2008............... $274,416 $11,249 $29,104 $314,769

See notes to financial statements.

F-121



Case 08-45664-dmi1l Doc 3767-33 Filed 10/19/09 Entered 10/19/09 10:06:12 Desc
Exhibit E part 7 Page 28 of 41

Five Rivers Ranch Cattle Feeding LLC

Statement of cash flows
For the year ended March 31, 2008

(in thousands)

2008
CASH FLOWS FROM OPERATING ACTIVITIES:
=2 T oo 3T PP $37,457
Adjustments to reconcile net income to net cash used in operating activities:
[DI=T o] =TolT= 1 To] aTR= Vo Ir=Ta g Lo 14 o o PSSR 9,637
Gain 0N AISPOSAI Of ASSELS .....uueiiiiiiii e e i i s e rr e e e s s st e e e e e e s s s st aeeeeeessasnseeaeeeeeeeanssnteeeeeeeesanns (83)
Loss on involuntary CONVErSION Of @SSELS........icuiriiiiiee i ie e e e e s s e e e e e e st r e e e e e s s s e eeeeesnnnnnnees 109
Gain on involuntary CONVErSiON Of ASSELS. .. .uuiiiiiiiiiiieiiie e e s e e e e s e e e e e e s e nanrrraeeeeeeanns (1,200)
EQUIty IN €arningS Of INVESTEE .....ccci it e ettt e e e e e s s r e e e e e s e s e e e e e e s asansareeaeeeannnnneees (267)
Dividends received frOM INVESIEE .......c.uuiii ettt et e et e e e st e snbe e e e eneee 375
Changes in operating assets and liabilities:
L0 1Y AT 01 = o | - 1 SRS (3,192)
T 1YY (o YR (96,054)
DErVALIVE INSIIUMEINES. ....eiiiitieit ettt st e e s st et e e sttt e e e sbbe e e e sbbe e e e s anbbeesnbbeeeesnneeeas 2,105
RECEIVADIES ... .. e e e e e e e e e e e e s e e — e et e e e s e e r—areeeaeeaaanrraraeaaeaeans (2,307)
Prepaid expenses and OthEr ASSELS.........uiiiiiiiiiiiiiiii e e e s re e e e e e e s snrraaeeeeeeaan 19,973
Accounts payable, accrued liabilities, and deferred liabilities...........ccccceeei i, 793
Net cash used in Operating ACtIVItIES .........ceiii i e e r e e e e (31,654)
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from SAlES Of @S SIS .. .cii i e e e e e e e e e et e e e e s e eaeas 139
Insurance proceeds related t0 fIXEA ASSELS .......uuiiiiii i e e 1,200
Investment in unaffiliated COMPANY .......oooiiiiiii et e s ee e (500)
Additions to property, plant, aNd EQUIPMENT ..........oii i e e rbb e e s sbee e s sabeeee e (13,883)
Net cash used in INVESTING ACHVILIES .........ooiiiiiiiiii e e e e e (13,044)
CASH FLOWS FROM FINANCING ACTIVITIES:
Net increase in revolving iNE Of Credit.........coiiiiiiiiii e e e e reeeeeas 34,700
Equity contributions by Members
Net increase in borrowings on margin accounts With BroKers ..........ccceeeveeiii e 10,012
L 1 =T PP ERPR: a7
Net cash provided by finanCiNg aCtIVItIES.........c.uuiiiiiii e 44,695
NET DECREASE IN CASH AND CASH EQUIVALENTS ..ottt ettt et e et a e snaeaa e 3)
CASH AND CASH EQUIVALENTS—Beginning Of PEIIOQ .........ccoiiuuiiiiiiiiiieiiiiii et 6
CASH AND CASH EQUIVALENTS—ENd Of PEIIOQ .......vviiieiiiiieeiiiiiie et siiee e ssitee e e sitee e e sitaeeessnsaeeessseneaeas $ 3
Cash paid during the period fOr INTEIEST ........iiiii i e e e e s s br e e e e e s e ennnrees $28,103

See notes to financial statements.
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Five Rivers Ranch Cattle Feeding LLC
Notes to financial statements
As of and for the year ended March 31, 2008

1. Nature of business

Business and Basis of Presentation—Five Rivers Ranch Cattle Feeding LLC (the “Company”) is a limited liability
company organized on May 20, 2005, in the state of Delaware. Prior to May 20, 2005, the assets and liabilities of the
Company were owned by ContiBeef LLC (“ContiBeef”), a wholly owned subsidiary of Continental Grain Company
(“CGC"), and MF Cattle Feeding, Inc. (“MF"). ContiBeef is a wholly-owned subsidiary of Continental Grain Company, and
MF is a wholly-owned subsidiary of Cattle Production Systems, Inc. (“CPS”), whose parent company is Smithfield Beef
Group, Inc. (“Smithfield Beef”), which is a wholly-owned subsidiary of Smithfield Foods, Inc. On May 20, 2005, the
operating assets and certain liabilities of ContiBeef and MF were transferred to the Company at net book value in
exchange for equity interests in the Company. The Company is a 50/50 joint venture between ContiBeef and MF (the
“Members”). The Members exercise joint control over the Company.

The Company is engaged in the raising of feeder cattle for the Company and for outside customers, and the sale of live
cattle to meat packing companies (“packers”). The Company’s sales and cost of sales are significantly affected by market
price fluctuations of its principal products sold and of its principal commodity inputs—feeder cattle and corn. Feedlot
operations are located in Idaho, Texas, Colorado, Kansas, and Oklahoma.

The Company owns a 50% interest in Northern Colorado Feed, LLC, which is an unconsolidated subsidiary accounted for
under the equity method. The contributed investment to Five Rivers was approximately $1 million, which is recorded
within Other Assets in the balance sheets. The Company’s share of earnings in the investment for the year ended

March 31, 2008 was approximately $267,000 and is recorded in interest and investment income in the statement of
operations. During the year ended March 31, 2008, the Company received dividends of approximately $375,000.

During 2008 the Company began a strategic alliance with Southfork Solutions, Inc. (“Southfork”) which included the
purchase of 500,000 shares of Southfork stock through a private placement. Southfork is in the process of developing
animal identification technology in which Five Rivers’ locations are serving as test sites. This investment is accounted for
under the cost method and carried a balance of $500,000 as of March 31, 2008 and is recorded within Other Assets in the
balance sheet.

On March 5, 2008, Smithfield Foods, Inc. announced that it signed a definitive agreement to sell Smithfield Beef Group,
Inc., including 100% of the ownership of Five Rivers, to JBS S.A. (“*JBS”) Smithfield Foods and CGC entered into an
agreement providing that, immediately before the closing of the JBS transaction, Smithfield Beef will acquire from CGC
the 50% of Five Rivers that it does not presently own in return for 2.167 million shares of Smithfield common stock. Live
cattle currently owned by Five Rivers will be transferred to a new 50/50 joint venture between Smithfield Foods and CGC.
The excluded live cattle will be raised by JBS after closing for a negotiated fee and then sold at maturity at market-based
prices. Proceeds from the sale of the excluded live cattle will be paid in cash to the Smithfield Foods/CGC joint venture.

2. Significant accounting policies

Revenue Recognition—The Company sells live cattle to packers located primarily in Colorado, Idaho, Nebraska, Kansas
and Texas. Revenue is recognized when live cattle are shipped to customers, based on terms as set forth by The Packers
and Stockyards Act of 1921. The Company records transactions based on lot by lot accounting, recognizing revenue as
cattle are shipped or on delivery depending on the terms of the sale, and will adjust revenues to reflect the results of the
grading process as reported to the Company by the packer. Risk of loss transfers to the packer upon shipment, unless the
Company has hired the transporter for shipment, in which case risk of loss transfers at delivery. Hotel revenue charged to
customers for cattle feeding and care is recognized on a daily basis and is recorded in feedlot sales in the statement of
operations. Animal feed supplement sold to third parties is recognized when the product is delivered and is recorded in
feedlot sales in the statement of operations.

Derivative Instruments—The Company enters into futures and option contracts for the purpose of hedging exposures to
changes in commodity prices, primarily live cattle, feeder cattle, and corn. These contracts are accounted for as
derivatives in accordance with Statement of Financial Accounting Standards (SFAS) No. 133, Accounting for Derivative
Instruments and Hedging Activities, as amended. This statement requires the Company to record all derivatives on the
balance sheet. The Company has reflected derivatives at fair value. Derivatives that are not accounted for as hedges
must be adjusted to fair value through current earnings. For derivatives designated as cash flow hedges and used to
hedge an anticipated transaction, changes in the fair value of the derivatives are deferred in the balance sheet in
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accumulated other comprehensive income (loss) to the extent the hedge is effective in mitigating the exposure to the
related anticipated transaction. Any ineffectiveness associated with the hedge, along with gains and losses on derivatives
not designated as hedges, are recognized immediately in the statement of operations within other revenues. Amounts
deferred within accumulated other comprehensive income (loss) are recognized in the statement of operations within cost
of sales upon the completion of the related hedged transaction.

Cash and Cash Equivalents—Cash equivalents are composed of all highly liquid investments with original maturities of
three months or less. Book overdrafts are reclassified to current liabilities.

Margin Accounts—The Company maintains margin deposits with brokers as collateral on open positions in derivative
instruments. These deposits are not included in the balance of cash and cash equivalents as the balances, when positive,
are not able to be withdrawn by the Company at any time. When the Company’s derivative positions are in an asset
position the Company is allowed to borrow against the margin accounts. As of March 31, 2008 the Company had net
borrowings on margin accounts with brokers.

Inventories—Live cattle inventories and inventories of feed, silage, processing supplies, and medication are stated at the
lower of cost (first-in, first-out) or market.

Property, Plant, and Equipment—Property, plant, and equipment are stated at cost. Depreciation of property, plant, and
equipment is provided by the straight-line method over the estimated useful lives of 25 years for farm buildings, 10 to 30
years for land improvements and buildings, and 2 to 12 years for machinery, equipment, furniture, and purchased
software. Expenditures for maintenance and repairs are charged to expense as incurred. Depreciation expense for the
year ended March 31, 2008 was $8.7 million.

Intangible Assets—The Company has recorded intangible assets in the form of water rights with indefinite lives at the
Kuner and Gilcrest feedlots which were contributed to the Company by MF. This intangible asset is recorded at its
carryover basis of $12.1 million. The Company’s annual impairment testing date coincides with its fiscal year-end. If an
assessment indicates impairment, the impaired asset is written down to its fair value based on the best information
available in accordance with SFAS 142, Goodwill and Other Intangible Assets. There were no impairments recorded for
the year ended March 31, 2008.

Debt Issuance Costs—Debt issuance costs of $4.5 million are capitalized and are being amortized over the terms of the
related loan agreements using the straight-line method. Accumulated amortization of the debt issuance costs was
approximately $2.7 million at March 31, 2008.

Impairment of Long-Lived Assets—The Company continually evaluates the carrying value of its long-lived assets for
events or changes in circumstances which may indicate that the carrying value may not be recoverable in accordance
with SFAS 144, Accounting for the Impairment or Disposal of Long-Lived Assets.

Income Taxes—The Company is treated as a flow-through entity for income tax purposes and, therefore, the Company’s

taxable income is included in the Members’ respective consolidated U.S. federal income tax returns. The Company is not

allocated any current or deferred U.S. federal income expense (benefit) arising from the Company’s operations included in
the Members’ results.

Self-Insurance Accruals—The Company is self-insured for expected losses under its workers compensation and
automobile liability programs. Reserves recorded for workers compensation and automobile liability claims were
$1,038,000 at March 31, 2008 based upon estimates of the ultimate costs to settle incurred claims, both reported and
unreported.

Accounting Estimates—The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Recent Accounting Pronouncements—In September, 2006, the Financial Accounting Standards Board (“FASB”) issued
SFAS No. 157, Fair Value Measurements. This Statement defines fair value, establishes a framework for measuring fair
value in generally accepted accounting principles (“GAAP”), and expands disclosures about fair value measurements. In
developing this standard, the FASB considered the need for increased consistency and comparability in fair value
measurements and for expanded disclosures about fair value measurements. The definition of fair value is the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (exit price.) The emphasis on fair value is that it is a market-based measurement, and the statement
clarifies that market participant assumptions include assumptions about risk, therefore, a measurement that does not
include an adjustment for risk would not represent a fair value measurement if market participants would include one in
pricing the related asset or liability. The guidance in this statement applies to derivatives and other financial instruments
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measured at fair value under Statement 133 at initial recognition and in all subsequent periods. This Statement is effective
for financial statements issued for fiscal years beginning after November 15, 2007, and interim periods within those fiscal
years. FASB Staff Position No. FAS 157-2, Effective Date of FASB Statement No. 157, issued in February 2008, defers
the effective date of SFAS No. 157 for one year for certain nonfinancial assets and nonfinancial liabilities measured at fair
value, except those that are recognized or disclosed at fair value in the financial statements on a regular basis. The
Company is currently evaluating the effect that these Statements will have on the Company’s financial statements.

In February 2007 the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities.
This Statement permits entities to choose to measure many financial instruments and certain other items at fair value with
the associated unrealized gain/loss in earnings. The objective is to improve financial reporting by providing entities with
the opportunity to mitigate volatility in reported earnings caused by measuring related financial assets and liabilities
differently without having to apply complex hedge accounting provisions. This Statement is effective as of the beginning of
an entity’s first fiscal year that begins after November 15, 2007. The Company is currently evaluating the effect that this
Statement will have on the Company’s financial statements.

In March 2008, the FASB issued Statement No. 161, Disclosure about Derivative Instruments and Hedging Activities—an
amendment to FASB Statement No. 133 (“SFAS 161"). The adoption of SFAS 161 is not expected to have an impact on
the Company’s consolidated financial statements, other than additional disclosures. SFAS 161 expands annual
disclosures about derivative and hedging activities that are intended to better convey the purpose of derivative use and
the risks managed. SFAS 161 is effective for fiscal years and interim periods beginning after November 15, 2008.

In December 2007, the FASB issued Statement No. 160, Noncontrolling Interests in Consolidated Financial Statements—
an amendment of ARB No. 51 (“SFAS 160”). As the Company owns 100% of its consolidated subsidiaries and it does not
currently have any minority interests, the Company does not expect the adoption of SFAS 160 to have an impact on its
consolidated financial statements. This statement amends ARB No. 51 and intends to improve the relevance,
comparability, and transparency of the financial information that a reporting entity provides in its consolidated financial
statements by establishing accounting and reporting standards of the portion of equity in a subsidiary not attributable,
directly or indirectly, to a parent. SFAS 160 is effective for fiscal years beginning on or after December 15, 2008.

In December 2007, the FASB issued Statement No. 141R, Business Combinations (“SFAS 141R"). SFAS 141R may have
an impact on the Company’s consolidated financial statements when effective, but the nature and magnitude of the
specific effects will depend upon the nature, terms and size of the acquisitions the Company consummates after the
effective date. SFAS 141R establishes principles and requirements for how the acquirer of a business recognizes and
measures in its financial statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling
interest in the acquiree. The statement also provides guidance for recognizing and measuring the goodwill acquired in
business combinations and determines what information to disclose to enable users of the financial statement to evaluate
the nature and financial effects of the business combination. SFAS 141R is effective for financial statements issued for
fiscal years beginning after December 15, 2008.

In June 2006, the FASB issued FASB Interpretation No. 48 (FIN 48), Accounting for Uncertainty in Income Taxes. FIN 48
clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial statements in accordance
with FASB Statement No. 109, Accounting for Income Taxes. FIN 48 requires the evaluation of tax positions taken by the
Company to determine whether it is “more-likely-than-not” that those tax positions will be ultimately sustained. A tax
liability and expense must be recorded in respect of any tax position that, in Management’s judgment, will not be fully
realized. In February 2008 the FASB issued FASB Staff Position No. FIN 48-2 which deferred the effective date for certain
non-public enterprises to fiscal years beginning after December 31, 2007. The Company has evaluated the implications of
FIN 48 and does not currently anticipate any impact to the Company'’s financial statements. The Company will continue to
monitor the Company’s tax positions prospectively for potential future impacts

3. Receivables

Receivables at March 31, 2008 were as follows (in thousands):

2008
I = o [T $13,584
F N 111 E= = 3,152
[ ag] o10)Y7=Tr= o LVZ= T Uo7 = USRI 82
(@ )1 1= TR 1
Q01 ¢z I L=ToT=T AV 2= o] (S $16,819
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4. Inventory

Inventory balances at March 31, 2008 were as follows (in thousands):

2008
Y7 o o G $574,082
S = T 1SR 13,657
[T o [ 10,356
Y =T [Tor= Vo] g I= VaTo o] o T 2,066
LI 1= U L1V 1 (o] 2SSO RR $600,161
5. Accrued liabilities
Accrued liabilities at March 31, 2008 were as follows (in thousands):

2008
Employee compensation, bonus, and DENETILS .........oov e $2,820
Reserve for workers compensation and automobile liability INSUraNCe ............ooeiiiiiiiiiiii e 1,038
L) (=T ) A PSSP 286
(@ ] 1 1= SRR 1,053
L] = | $5,197

6. Debt

On May 20, 2005, the Company entered into a $550 million revolving credit agreement (the “facility”) with a maturity date
of May 20, 2010. During April 2006, the line of credit was reduced by $25 million as provided for in the credit agreement.
At March 31, 2008, the Company was utilizing $395.3 million of the facility, and had an outstanding letter of credit of $1.5
million leaving $128.2 million in unused line of credit with $116.8 million available to be borrowed by the Company
according to the terms of the credit agreement. Borrowings under the facility bear interest at variable rates based on
LIBOR (4.45% at March 31, 2008). The Company’s policy is to pay down the outstanding principal balance of the line of
credit and to borrow additional amounts to finance working capital requirements. Accordingly, the Company classifies the
debt as a current liability in the balance sheet. The credit agreement is collateralized by certain fixed assets, accounts
receivable and inventories of the Company. Among other requirements, the Facility requires the Company to maintain
certain financial ratios, minimum levels of net worth, and establish limitations on certain types of payments, including
dividends, investments, and capital expenditures. The Company is in compliance with all covenants.

7. Commitments and contingencies

Operating Leases—The Company utilizes buildings and equipment which are leased under operating lease agreements,
extending through March 2013. The following is a schedule of the future minimum obligations under the operating leases
that have initial or remaining non-cancelable lease terms in excess of one year at March 31, 2008 (in thousands):

Years Ending March 31

200 $ 325
20 1 O 261
20 1 5 211
20 1 211
20 1 2 189
TEIEAMEN ...ttt t———————————————————t—t——————————————————————————————————. 142
[LI0] -1 I PPPPPPRPRPPPPPPPRE $1,339

Rent expense under all operating leases was approximately $1.4 million for the year ended March 31, 2008. The initial
term of the Loveland office lease is seven years with one five-year extension. There is also a separate lease for 2,254
square feet of adjoining office space that is currently being occupied by Five Star Cattle Systems, a MF subsidiary. The
lease allows for 3% annual escalations, and includes the tenant’s pro rata share of operating expenses.
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Legal Matters—As of March 31, 2008 there were no pending legal matters against the Company, however, the Company
is a party to a proceeding currently pending with the Colorado Ground Water Commission (“GWC”) in which Pioneer
Irrigation District and others have requested a modification of the boundaries of a designated ground water basin in which
the Yuma feedyard of the Company is located. This case is scheduled for a three-week hearing in front of the GWC'’s
hearing office beginning on June 2, 2008. If the petitioners fully prevail the Company would be required to supply water to
the North Fork to replace the withdrawals of ground water from wells serving the Yuma feedyard, or cease withdrawals
from those wells. Replacement water would have to be secured. It is not possible to estimate the amount of potential loss
at this time.

Loss on Involuntary Conversion of Assets—During February 2008, the Company wrote off a loader that was destroyed
by fire at the Grant County Feedyard. An involuntary conversion loss of approximately $109,000 was recognized.

During March 2007, the Company wrote off a retention pond after routine inspections revealed active seeps on three of
the four embankments. A loss of approximately $434,000 was recognized and the engineering firm and all parties relevant
to the construction of the pond were notified that we intend to build a new pond and hold them responsible for the costs.
On April 22, 2008, the Company filed a complaint in the United States District Court for the District of Kansas against KLA
Environmental Services, Inc. and Stoppel Dirt, Inc. seeking damages.

8. Related party transactions

On May 20, 2005, the Company entered into the Conti Services Agreement whereby the Company would be provided
certain services by ContiGroup Companies, Inc. for $1 million annually. Expenses for the year ended March 31, 2008
were $450,000. The Company also feeds cattle for CPS. At March 31, 2008 approximately 37,000 head were on feed for
CPS. There was an outstanding receivable due the Company from CPS of $2.9 million at March 31, 2008, and revenue
recognized during the year ended March 31, 2008 was $59.3 million. The Company permits employees and their relatives
to enter into feeding agreements at the individual feedyards, with the consent of the feedyard General Managers and with
Executive Management approval. For the year ended March 31, 2008 this activity totaled $1.5 million.

9. Significant customers

Outside customers accounted for approximately 10% of the total cattle on feed at the Company’s feedyards, at March 31,
2008. CPS was the largest single customer accounting for the majority of customer cattle on feed at March 31, 2008.
Company cattle are committed under marketing agreements to Swift and Company, Cargill Meat Solutions Corporation,
and National Beef. During the year ended March 31, 2008, approximately 54% of company cattle were sold to Swift, 14%
to Cargill, and 32% to National Beef.

10. Employee benefit plans

Defined Contribution Plans—Effective April 2006, the Company sponsored a defined contribution plan (401(k) Plan),
administered by Vanguard. All employees may participate by contributing a portion of their annual earnings to the plan.
The Company’s contributions are based on each participant’s level of contribution and cannot exceed the maximum
allowable for tax purposes. Total contributions were approximately $571,000 for the year ended March 31, 2008.

Deferred Compensation Plans—The Company granted certain key members of Five Rivers’ management team
participation in the Five Rivers Long-Term Incentive Plans, which covers the three years ending March 31, 2008, 2009
and 2010 (the 2008 Plan) and the three years ending March 31, 2007, 2008 and 2009 (the 2007 Plan). The performance
measure for the plan is return on net assets (RONA), with a hurdle rate of 9% RONA and a target rate of 12.0% RONA.
There is no cap for the bonus pool, but vesting occurs at a rate of 33.3% at the end of each fiscal year. The targets were
not met for the 2007 plan, but the 2008 target was met, and there is an accrual of approximately $170,000 in long-term
liabilities for this plan.

11. Derivative instruments and hedging activity

The Company is exposed to market risk, such as changes in commodity prices for its main raw materials—feeder cattle
and corn, and its finished product—Ilive cattle. The Company’s exposure to commodity price risk relates to raw material
and finished product price fluctuations caused by supply conditions, weather, economic conditions, and other factors. To
manage volatility associated with these exposures, the Company may enter into derivative transactions pursuant to
established Company policies. Generally, the Company utilizes commaodity futures and option contracts to reduce the
volatility of commodity input prices on corn and feeder cattle and commodity prices on live cattle. Options are used to
economically hedge a portion of the market risk, even though the Company has elected not to designate these positions
as accounting hedges. The Company enters into futures and options transactions with established brokers.
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The Company considers its use of derivative instruments to be an economic hedge against changing prices. At March 31,
2008 all open derivative contracts were recorded at fair value in accordance with SFAS No. 133. These contracts are
recorded within current assets when the unrealized value is a gain and within current liabilities when the unrealized value
is a loss. The Company designates contracts for the future purchase or sale of certain commodities as normal purchase
normal sales and thus these contracts are not marked-to-market. The Company formally documents all relationships
between hedging instruments and hedged items, as well as its risk management objectives and strategies for undertaking
the hedge transactions. The Company links all hedges to forecasted transactions and assesses whether the derivatives
that are used in hedging transactions are highly effective in offsetting changes in cash flows of hedged items, both at the
inception of the hedge and on an ongoing basis.

Trading Activities—During 2008 the Company had the following derivative activities, which while economic hedges, were
not accounted for as hedges and whose gains or losses are reflected in “Other revenues” on the Statement of Operations:

¢ Corn Purchases—As of March 31, 2008 the Company had open derivative contracts on 3.605 million bushels of corn to
hedge or unwind pricing on future purchases at various feedyards. At March 31, 2008 these positions had a net
unrealized loss of approximately $195,000. During the year ended March 31, 2008, the Company recorded $1.6 million
in realized gains on these positions.

« Feeder Cattle Purchases—As of March 31, 2008 the Company had open derivative contracts on 8.5 million pounds of
feeder cattle to hedge purchases at various feedyards. At March 31, 2008 these positions carried an unrealized net
gain of $168,000. During the year ended March 31, 2008 realized losses were approximately $295,000.

e Live Cattle Sales—As of March 31, 2008 the Company had open derivative contracts on 230.92 million pounds of live
cattle to hedge future sales at various feedyards. At March 31, 2008 these positions had net unrealized losses of
approximately $4.8 million. During the year ended March 31, 2008, the Company recorded $14.9 million in realized
gains on these positions.

* Natural Gas Purchases—During the year ended March 31, 2008 there were no hedging activities relating to natural
gas.

¢ Soybean Meal Purchases—As of March 31, 2008 the Company had no open derivative contracts on soybean meal.
Realized gains and losses during 2008 were immaterial.

Hedging Activities—During the year ended March 31, 2008 the Company had the following derivatives which were
appropriately designated and accounted for as hedges:

« Feeder Cattle Purchases—As of March 31, 2008, the Company had no open derivative contracts of feeder cattle.
During the year ended March 31, 2008, the Company realized $1.9 million in losses on feeder cattle hedges. Of this,
$2.0 million of losses have been recorded in cost of sales, and approximately $95,000 of gains have been recorded in
other revenues due to ineffectiveness on these hedges.

¢ Live Cattle Sales—As of March 31, 2008, the Company had open derivative contracts on 542.5 million pounds of live
cattle to hedge future sales at various feedyards which are being accounted for as a cash flow hedge. These positions
had an unrealized gain of $27.2 million which was recorded in AOCI. During the year ended March 31, 2008, the
Company realized $37.4 million in gains on live cattle hedges. Of this, $1.9 million of gains are deferred in AOCI at year
end, $29.1 million of gains have been recorded in cost of sales, and $6.4 million of gains have been recorded in other
revenues due to ineffectiveness on these hedges.

At March 31, 2008 there was $29.1 million recorded within accumulated other comprehensive income for deferred
hedging gains to be recognized in fiscal year 2009. These gains will be recorded as either effective or ineffective hedges
as live cattle are marketed. The maximum length of time that the Company hedges its exposure to the variability in future
cash flows is approximately 12 months.
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12. Fair value of financial instruments

The fair value of the Company’s debt approximates market value as its line of credit bears interest at floating market rates
based on LIBOR. Open derivative contracts are marked to market on a daily basis and are recorded in the balance sheet.
For cash and cash equivalents, trade receivables, and accounts payable, the carrying amount is a reasonable estimate of
fair value due to their term to maturity.

13. Gilcrest fire

On February 9, 2006, a fire occurred in the generator room which connects to the Motor Control Center for the Gilcrest
Feedlot feed mill, which the Company has accounted for as an involuntary conversion. At March 31, 2007, approximately
$1.2 million had been spent to replace and repair the capital assets destroyed by the fire, and the Company had received
$500,000 in insurance proceeds. It is expected that the cost of all property damage will be recovered, less the $100,000
deductible. During 2007, an additional $1.0 million was spent for cleanup and to return the mill to operating capacity,
including the costs of generator rental, fuel, installing new wiring, and hauling feed from the Kuner Feedlot. During 2008
the Company received a final settlement of $2.0 million in insurance proceeds.

*kkk kK
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Smithfield Beef Group, Inc.
Condensed consolidated balance sheet

(Unaudited)

July 27, 2008

(dollars in thousands)

Desc

Assets

Current assets:

Accounts receivable, less allowances of $2,139
Inventories

Total current assets

Property, plant, and equipment, net
Investment in Five Rivers Ranch Cattle Feeding LLC
Investment in other joint ventures

Other assets

Liabilities and stockholder’s equity

Current liabilities:
Accounts payable
Accrued payroll and benefits
Other accrued liabilities

Total current liabilities

Long-term debt due Smithfield FOOS, INC. ...t e e e e e e e
Long-term debt due third parties
Deferred income taxes
Other long-term liabilities

Commitments and contingencies

Stockholder’s equity:
Class A Common stock, $.01 par value, 15,000 shares authorized, 1,000 shares issued and outstanding ....
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive loss

Total stockholder’s equity

Deferred income taxes
Prepaid expenses and other current assets

L€ oo o 11| SRR OTPRR
Intangible assets

Current portion of long-term debt due third parties

$ 99
117,836
202,412

6,233
10,079

336,659

142,889
155,469
1,186
115,921
4,227
5,948

$762,299

$63,172
20,390
41,986
1,009

126,557

456,649
734
20,359
21,198

242,640
(103,800)
(2,038)

136,802
$762,299

See accompanying notes.
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Smithfield Beef Group, Inc.

Condensed consolidated statements of operations
(unaudited)

July 27, 2008

(dollars in thousands)

Quarter ended
July 27, 2008 July 29, 2007

N =Y B 11 SPSSPRI $819,717 $754,733
(701 o) T 1= TR PR 763,734 735,259
LT (0TSl o 1 ] 1 RO PPPRPR 55,983 19,474
Operating costs and expenses:
Selling, general and administrative @XPENSES ........c.euvviiiiriieiiiieee e 20,165 15,387
Corporate service fees from Smithfield FOOdS, INC........ccoooiiiiiiiiiiiiiiiie, 4,531 3,111
Royalty fees to Smithfield FOOdS, INC. ... 1,639 1,269
Total operating COSt aNd EXPENSES .....uiiiieeiiciiiiiiee e secrre e e e e e e e e e e e s snrrereeeees 26,335 19,767
Income (10SS) fromM OPEIAtIONS. ........uvviiiiieeeie it e e e e e e e e e e e e e e e sarnaeeeees 29,648 (293)
Other income (expense):
10T LTSy AT oo o 1= PSR 89 206
Interest expense:
Smithfield FOOAS, INC........eiiii e (9,784) (10,408)
TRIFD PAITIES ...ttt e et e e et e e e s nabeee e (88) (206)
Equity in income (loss) of Five Rivers Ranch Cattle Feeding LLC.............cccceeeen. (2,417) 5,031
Equity in income of other JoINt VENTUIES...........eviiiiiiiii e 130 396
Income (10SS) Defore INCOME TAXES .......vviiiiiiiiie e 17,578 (5,274)
Provision (benefit) for iNCOME tAXES.........uuiiiiiiiie et 6,340 (1,970)
NEELINCOME (I0SS) ...evieieiee ettt ettt e te e et e e e ae e et e e eaae e e etee e enaeeenns $11,238 $(3,304)

See accompanying notes.
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Smithfield Beef Group, Inc.

Condensed consolidated statements of cash flows

(unaudited)

July 27, 2008

(dollars in thousands)

Quarter ended

July 27, 2008

July 29, 2007

Operating activities

[N L= AT gLt o g Lo [0 1S SR

Adjustment to reconcile net loss to net cash provided by (used in) operating activities:
Depreciation and amortiZation ..........cccvuuuiiiieeeis e e e e e
Gain 0N sale Of EQUIPMENT........uiiiiie e e e e e e e e s e nanneees
Equity in (income) loss of Five Rivers Ranch Cattle Feeding, LLC.........ccccccccovvvnvnnneen.
Equity in income of other jOINt VENTUIES........ccoiviiiiiiieie e

Changes in operating assets and liabilities:

ACCOUNES TECEIVADIE .....ooieiiiiiiieieeeeeeeeeeeeeee ettt bbb e b e e b e bebebebabebsreessaaesaanaes
INVENTOMIES ....oeeeieiieeeeeeeeeeeee ettt ettt e et e aaaesesesesassaebabebebebebebebebebebebabsbabebesesnsnnnnnnes
Prepaid expenses and other CUrrent aSSEtS.........uuvvveeeiiiiiiiiiiree e
ACCOUNTS PAYADIE ..o e e e e s s r e e e e e e e aaarees
P Yoo (1= To ML F= Lo 11T (LT P PPRPRRRRRRPPN
Other noncurrent assets and HabilitieS ..........cooiiiiiiiiiiiiiieee e,

Cash provided by operating aCtiVitieS ..........uueevieeiiiiiiiiieie e

Investing activities

Additions to property, plant and eqUIPMENT .........coooiiiiiiiiie e
Proceeds from sale of property, plant and equipment ............cccoviiiieiriee e
L1 =T PRSP

Cash used in INVESHING ACHVILIES ........oiiiiiiiiiei et

Financing activities

Net payments under debt agreement with Smithfield Foods, INC. ........cccccceeevviiciiiiinnnnnn,
Payments on debt due third Parties ..........ccccceiiiiiiiiiiic e

Cash used in fiNaNCING ACHVILIES ........ccoiiiiiiiiiiiiie et

Increase (deCrease) iN CASN ... e e e e e
Cash at beginning of PEIIO .........ueiiiiiiii e e e e e

LOF= 1Y a1 =T oo e ) o= o o SR

Supplemental disclosures of cash flow information

Cash paid for interest to third PartieS .........ccooiiiiiiiiiii e

11,238 $ (3,304)
4,578 4,536
— (4)
2,417 (5,031)
(130) (396)
(7,082) (11,773)
32,523 49,113
235 1,650
(6,879) (8,063)
14,073 10,881
(203) 40
50,770 37,649
(3,601) (2,992)
— 90

206 13
(3,395) (2,889)
(47,092) (36,231)
(240) (215)
(47,332) (36,446)
43 (1,686)

56 5,000

99 $ 3,314

46 $ 70

See accompanying notes.
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Smithfield Beef Group, Inc.

Notes to condensed consolidated financial statements
(Unaudited)

July 27, 2008

1. Description of the business
Basis of presentation

Smithfield Beef Group, Inc. (the Company or Smithfield Beef Group) now known as JBS Packerland, Inc., processes,
prepares, packages and delivers fresh, further-processed and value-added beef products for sale to customers in the
United States and international markets from four beef processing facilities. Smithfield Beef Group sells beef products to
customers in the foodservice, international, further processor and retail distribution channels. Smithfield Beef Group also
produces and sells by-products that are derived from its beef processing operations and variety meats to customers in
various industries.

Sale of the company

On October 23, 2008, Smithfield Foods, Inc., (the owner of Smithfield Beef Group prior to this date) completed the sale of
Smithfield Beef Group, to a wholly-owned subsidiary of JBS S.A., a company organized and existing under the laws of
Brazil, for $565 million, net of postclosing adjustments. The sale included 100% of Five Rivers Ranch Cattle Feeding LLC
(Five Rivers), a 50/50 joint venture with Continental Grain Company (CGC).

The unaudited condensed consolidated financial statements of the Company included herein have been prepared in
accordance with accounting principles generally accepted in the United States for interim financial information and
pursuant to the rules and regulations of the Securities and Exchange Commission. Certain information and footnote
disclosures normally included in financial statements prepared in accordance with accounting principles generally
accepted in the United States have been condensed or omitted pursuant to such rules and regulation, although the
Company believes that the disclosures are adequate to make the information presented not misleading. In the opinion of
management, the condensed consolidated financial statements include all adjustments (consisting only of normal
recurring adjustments) necessary for a fair statement of the results of operations for the interim periods. It is suggested
that these condensed consolidated financial statements be read in conjunction with the audited consolidated financial
statements of the Company, including the notes thereto for the year ended April 27, 2008, included elsewhere in this filing.
The Company'’s financial information included herein is not necessarily indicative of the financial position, results of
operations and cash flows of the Company that may be expected in the future.

Principles of consolidation

The condensed consolidated financial statements include all wholly-owned subsidiaries. The Company’s investments in
Five Rivers, Five Star Cattle Solutions, LLC and Mountain View Rendering Co. LLC are accounted for under the equity
method. The Company has a 50% ownership in each of these entities. All intercompany transactions and balances have
been eliminated.

The Company'’s fiscal year consists of 52 or 53 weeks, ending on the Sunday nearest April 30th. The quarters ended July
27, 2008 and July 29, 2007, each consisted of 13 weeks.

2. Other comprehensive loss

Other comprehensive loss includes the net income or loss of the Company plus the Company’s proportionate share of the
fair value of derivative financial instruments entered into by Five Rivers, which are accounted for under hedge accounting.
Other comprehensive income (loss) totaled $11.6 million and $(10.6) million for the quarters ended at July 27, 2008 and
July 29, 2007, respectively.
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3. Inventories

The components of inventories at July 27, 2008, net of reserves of $1.4 million, are as follows (in thousands):

IS o 1RSSR UPRUI $106,751

Product inventories:
[ Y =TT I o T Tod = To [=To N 4 1T L SPR 62,935
LOF T (o7 LIS 1 017/ 0| (o ) Y/ REPR 14,679
Va0 = Toa (01 o TR0 T o] o] =TSP 14,728
L@ 1T PRSP 3,319
$202,412

The sale of the Smithfield Beef Group as discussed in Note 1, excluded substantially all live cattle inventories held by the
Company and Five Rivers as of the transaction date. Live cattle owned by Five Rivers on the transaction date were
transferred to a new 50/50 joint venture between Smithfield Foods, Inc. and CGC, while live cattle owned by Smithfield
Beef Group on the transaction date were transferred to a subsidiary of Smithfield Foods, Inc. The excluded live cattle will
be raised by JBS Packerland, Inc. for a negotiated fee and then sold at maturity at market-based prices. Proceeds from
the sale of the excluded live cattle will be paid in cash to the Smithfield Foods, Inc./CGC joint venture or to Smithfield
Foods, Inc., as appropriate. The live cattle inventories are expected to be sold within six months after the transaction date,
with substantially all live cattle sold within 12 months after the transaction date.

4. Property, plant and equipment, net

Property, plant and equipment, net consist of the following at July 27, 2008 (in thousands):

[ U o SRR $ 13,946
210 1o g To Er=Ta o Mo gl e 0 )V/=T 0 g =T o] £ PSP P OPPPPPP 72,725
=Tt 1T =T VA= VT I =To (U1 o 1= o | 146,400
AULOMODIIES AN TTUCKS ...ceetetiiee ettt e ettt e skttt e e skttt e e s sabe e e e e sabe e e e e smbeeeeesbeeeesasbeeeessnbaeeenas 5,784
FUINITUIE @NG FIXEUIES ...ttt e sttt e e sttt e e s bbbt e e s bbbt e e s bbe e e snbbae e e snntneeesnneeeas 3,581
(O70] 10T 01U 1 (=T gl T T (0 LTV = SR 2,835
[T TSY = aTo] (o BT g ] o] £ AV =T 1= ] 176
(©70] oIS i g8 o3 1o T TN o] o o | =TSSR 15,796
261,243

ACCUMUIALEA EPIECIALION......eeiiiiiiie ettt e sttt e e e s a b e e e e st e e e e e sabb e e e e sbe e e e abbeeeesaabeeeeeas (118,354)
$ 142,889

The sale of the Smithfield Beef Group, as discussed in Note 1, excluded certain land and land improvements that totaled
$9.6 million at July 27, 2008.

5. Investment in Five Rivers

In fiscal 2006, Smithfield Beef Group and CGC formed Five Rivers, a 50/50 joint venture. Five Rivers is a stand-alone
operating company, independent from the Company and CGC, currently headquartered in Greeley, Colorado, with a total
of ten feedlots located in Colorado, Idaho, Kansas, Oklahoma and Texas. Five Rivers sells cattle to multiple U.S. beef
packing firms using a variety of marketing methods. Five Rivers has a fiscal year ended March 31 and fiscal quarters
ended June 30, September 30, and December 31.

Five Rivers meets the definition of a significant subsidiary (per Regulation S-X) with respect to the Company. Condensed
statements of operations for Five Rivers are presented below:

Quarter Ended
June 30, 2008 June 30, 2007

NET SAIES ...ttt e e e s e e b e e e aae $363,688 $304,100
COSE ANA EXPENSES ....veeieiieeeieiitttie e e e e e e ettt et e e e e e e st bbeeetaaeeaaaanbbeseeeaaaaesaanbebeeeaaaaaean 380,263 288,339
Operating iNCOME (I0SS) .....eeeiiriiieeiiiiie ettt e et e e s sareee e (16,575) 15,761
NEL INCOME (I0SS) ...veeeeeiiiiie ettt e e e e e b e e e (20,933) 9,479
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6. Other assets

Other assets consists of the following at July 27, 2008 (in thousands):

Other assets:

(o= 1 SRS $2,032
1= Lo )| USRI 725
Tax benefit related to UNCErtain taX POSITIONS ......cccciiiiiiiiiiie e e e e e e e s e e e e e e e e e srarereeeaeeesannnnes 2,156
COMPULET SOTIWAIE. ... 285
(@1l a gTo] ool =T L A= TSI T =] £ PSP 750

$5,948

7. Long-term debt
Long-term debt consists of the following at July 27, 2008 (in thousands):

Long-term debt due Smithfield Foods Inc.:

(DY o] Ao [N TSIy a1 aVi=] Lo N o To Lo ST [ o $ 257,224
Term NOES AUE SFFC, INC. ..coviiiiii ettt e e e e et a e e e e e e e e e bbb e e e e eeeseeeraaaenns 199,425

$ 456,649

Other long-term debt due third parties:

[INT0 1 (=0 T= Y= L [ SRR $ 751

(O ]1 01T 992
1,743

(ST SR o0 L oo (o o SRR 1,009

$ 734

The Company had a lending arrangement with Smithfield Foods, Inc. under which Smithfield Foods, Inc. finances the
working capital needs of the Company. Amounts outstanding under the facility bore interest at rates ranging between
4.2% and 7% as of July 27, 2008. The lending arrangement did not have a stated maturity date nor did it contain any
financial covenants. The debt with Smithfield Foods, Inc. has been classified as long term based on the intent of
Smithfield Foods, Inc. for these amounts not to be repaid in the next fiscal year.

On January 1, 2007, the Company entered into a series of term notes with SFFC, Inc. (a wholly owned subsidiary of
Smithfield Foods, Inc.) totaling $199.4 million. The term notes bear interest at 7.75% and are due December 31, 2016.
The term notes do not contain any financial covenants.

In connection with the purchase of Murco Inc., now known as JBS Plainwell, Inc., the Company issued a note payable
(Note) to the former owner for $13.3 million. Principal and interest payments under the Note are due weekly, decreasing
from $30,000 to $20,000 over the life of the Note. As the Note does not bear interest, the Company discounted the
estimated future cash flows under the Note and adjusted the carrying value of the Note to $8.2 million at the purchase
date, which approximated the fair value of the Note. The effective interest rate on the Note is 10% and the Note matures
May 12, 2009.

8. Income taxes

The provision (benefit) for income taxes for the fiscal quarters ended July 27, 2008 and July 29, 2007, are based on an
estimated income tax rate for the respective full fiscal year. The estimated annual effective income tax rate is determined
excluding the effect of significant unusual items or items that are reported net of their related tax effects. The tax effect of
significant unusual items is reflected in the period in which they occur.

A reconciliation of the beginning and ending liability for uncertain tax positions is as follows (in thousands):

Balance as Of APFil 28, 2008 ........c.uuiiiiiiiiie ittt e e st e s sttt e e s eaeeeaastaetesasbetae s staeeeaassaeeeansbeeeeasbeeeeannraeeeeannees $4,226
Additions for tax poSitioNS taKEN IN PrIOF YEAIS .....cooiiiiiiiiiiiie et e e e e e e s st b e e e e e e s abbbbeeeaaaeeesannnes 124
Balance as Of JUIY 27, 2008 .........ccuueiiiiiiiie ettt e ettt e ettt e e e e et e e e e ebb e e e e eabee e e e abaeeesanbeeeesabbeeeeansbeeeeaanbeeeeeansees $4,350
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