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Delaware 2015 75-1285071
(State or other jurisdiction

of incorporation)

(Primary Standard Industrial

Classification Code Number)

(I.R.S. Employer

Identification Number)

1770 Promontory Circle

Greeley, Colorado 80634-9038

(970) 506-8000

(Address, including zip code, and telephone number, including area code, of registrant�s principal executive offices)

Fabio Sandri

Chief Financial Officer

1770 Promontory Circle

Greeley, Colorado 80634-9038

(970) 506-8000

(970) 336-6167 (facsimile)

(Name, address, including zip code, and telephone number, including area code, of agent for service)

Copies of communications to:

W. Crews Lott

Baker & McKenzie LLP

2300 Trammell Crow Center

2001 Ross Avenue

Dallas, Texas 75201

(214) 978-3000

(214) 978-3099 (facsimile)
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* Pilgrim�s Pride Corporation of West Virginia, Inc., a West Virginia corporation, is also included in this Form S-4 Registration Statement as an
additional Registrant. The address for the additional Registrant is c/o Pilgrim�s Pride Corporation, 1770 Promontory Circle, Greeley, Colorado
80634, Telephone: (970) 506-8000. The primary standard industrial classification number and the I.R.S. Employer Identification Number for
Pilgrim�s Pride Corporation of West Virginia, Inc. is 2015 and 55-0379497.

Approximate date of commencement of proposed exchange offer: As soon as practicable after this Registration Statement is declared
effective.

If the securities being registered on this form are being offered in connection with the formation of a holding company and there is compliance
with General Instruction G, please check the following box.  ¨

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective registration statement for the same offering.  ¨

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a small reporting
company. See the definition of �large accelerated filer,� �accelerated filer� and �small reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer x

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
If applicable, place an X in the box to designate the appropriate rule provision relied upon in conducting this transaction:

Exchange Act Rule 13e-4(i) (Cross-Border Issuer Tender Offer) ¨

Exchange Act Rule 14d-1(d) (Cross-Border Third-Party Tender Offer) ¨

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until the Registration Statement shall become effective on such date as the
Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not complete the exchange offer or sell these securities
until the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell
these securities, and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED SEPTEMBER 29, 2011

PROSPECTUS

PILGRIM�S PRIDE CORPORATION
Offer to Exchange

$500,000,000 aggregate principal amount of its 7.875% Senior Notes due 2018 (collectively, the �exchange notes�)
that have been registered under the Securities Act of 1933, as amended (the �Securities Act�), for any and all of
its outstanding 7.875% Senior Notes due 2018 (collectively, the �outstanding notes�) (such transaction, the

�exchange offer�)

We are conducting the exchange offer in order to provide you with an opportunity to exchange your unregistered outstanding notes for
the exchange notes that have been registered under the Securities Act.

The Exchange Offer

� We will exchange all outstanding notes that are validly tendered and not validly withdrawn for an equal principal amount of
exchange notes that are registered under the Securities Act.

� You may withdraw tenders of outstanding notes at any time prior to the expiration of the exchange offer.

� The exchange offer expires at 5:00 p.m., New York City time, on             , 2011, unless extended. We do not currently intend to
extend the expiration date.

� The exchange of outstanding notes for exchange notes in the exchange offer will not be a taxable event for US federal income tax
purposes.

� The terms of the exchange notes to be issued in the exchange offer are substantially identical to the outstanding notes, except that the
exchange notes will be registered under the Securities Act, do not have any transfer restrictions and do not have registration rights or
special interest provisions.

Results of the Exchange Offer
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� Except as prohibited by applicable law, the exchange notes may be sold in the over-the-counter market, in negotiated transactions or
through a combination of such methods. There is no existing market for the exchange notes to be issued, and we do not plan to list
the exchange notes on a national securities exchange or market.

� We will not receive any proceeds from the exchange offer.
All untendered outstanding notes will remain outstanding and continue to be subject to the restrictions on transfer set forth in the outstanding
notes and in the indenture governing the outstanding notes. In general, the outstanding notes may not be offered or sold, unless registered under
the Securities Act, except pursuant to an exemption from, or in a transaction not subject to, the Securities Act and applicable state securities
laws. Other than in connection with the exchange offer, we do not currently anticipate that we will register the outstanding notes under the
Securities Act.

Each broker-dealer that receives exchange notes for its own account in the exchange offer must acknowledge that it will deliver a prospectus in
connection with any resale of those exchange notes. The letter of transmittal states that by so acknowledging and delivering a prospectus, a
broker-dealer will not be deemed to admit that it is an �underwriter� within the meaning of the Securities Act.

This prospectus, as it may be amended or supplemented from time to time, may be used by a broker-dealer in connection with resales of
exchange notes received in exchange for outstanding notes where the broker-dealer acquired such outstanding notes as a result of market-making
or other trading activities.

We have agreed to use commercially reasonable efforts to keep effective the registration statement of which this prospectus is a part until (i) in
the case where this prospectus and any amendment or supplement thereto must be delivered by an exchanging dealer or an initial purchaser, the
lesser of 180 days and the date on which all exchanging dealers and the initial purchasers have sold all exchange notes held by them (unless
extended as provided in the registration rights agreement) and (ii) 90 days after the consummation of the exchange offer. See �Plan of
Distribution.�

See �Risk Factors� beginning on page 11 for a discussion of certain risks that you should consider before
participating in the exchange offer.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the exchange
notes to be distributed in the exchange offer or passed upon the adequacy or accuracy of this prospectus. Any representation to the
contrary is a criminal offense.

The date of this prospectus is             , 2011.
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You should rely only on the information contained or incorporated by reference in this prospectus. We have not authorized anyone to
provide you with additional or different information. The prospectus may be used only for the purposes for which it has been published,
and no person has been authorized to give any information not contained herein. If you receive any other information, you should not
rely on it. You should assume that the information contained in this prospectus is accurate only as of the date on the front cover of this
prospectus and that any information we have incorporated by reference is accurate only as of the date that the document incorporated
by reference was filed with the Securities and Exchange Commission (the �SEC�). Our business profile, financial condition, results of
operations or prospects may have changed since that date. You should not rely on or assume the accuracy of any representation or
warranty in any agreement that we have filed as an exhibit to the registration statement of which this prospectus is a part or that we
may otherwise publicly file in the future because such representation or warranty may be subject to exceptions and qualifications
contained in separate disclosure schedules, may represent the parties� risk allocation in the particular transaction, may be qualified by
materiality standards that differ from what may be viewed as material for securities law purposes or may no longer continue to be true
as of any given date. No offer of these securities is being made in any jurisdiction where such offer is prohibited.
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AVAILABLE INFORMATION

We have filed with the SEC a registration statement on Form S-4 under the Securities Act with respect to the exchange notes. This prospectus,
which forms a part of the registration statement, does not contain all of the information set forth in the registration statement. For further
information with respect to us and the exchange notes, reference is made to the registration statement. Statements contained in this prospectus or
incorporated by reference herein as to the contents of any contract or other document are not necessarily complete.

You should rely only upon the information provided or incorporated by reference in this prospectus. We have not authorized anyone to provide
you with different information. You should not assume that the information in this prospectus is accurate as of any date other than the date of
this prospectus or documents incorporated herein, as applicable.

We file annual, quarterly and other periodic reports and information with the SEC. These SEC filings are available to the public over the Internet
at the SEC�s website at http://www.sec.gov. You may also read and copy any of these SEC filings at the SEC�s Public Reference Room at 100 F
Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the Public Reference Room.

INCORPORATION BY REFERENCE

We disclose important information to you by referring you to documents that we have filed with the SEC which are �incorporated by reference� in
this prospectus. The information incorporated by reference is an important part of this prospectus. Information that we will file in the future with
the SEC will automatically update and supersede the information included in this prospectus and will also automatically update and supersede
any information previously incorporated by reference. We incorporate by reference the documents listed below and any future filings we make
with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934, as amended (�Exchange Act�), excluding
information deemed furnished and not filed pursuant to Item 2.02 or Item 7.01 of Form 8-K or as otherwise permitted by the SEC rules, prior to
the termination of this offering (including all such documents we may file with the SEC after the date of the initial registration statement and
prior to the effectiveness of the registration statement):

� Annual report on Form 10-K for the fiscal year ended December 26, 2010, portions of which have been updated by the current report
on Form 8-K filed on August 19, 2011;

� Quarterly reports on Form 10-Q for the quarters ended March 27, 2011 and June 26, 2011;

� Proxy statement for the 2011 annual meeting of stockholders filed on March 25, 2011; and

� Current reports on Form 8-K filed on February 16, 2011, February 24, 2011, May 5, 2011, June 3, 2011, June 24, 2011, August 19,
2011 and September 26, 2011.

Copies of our filings with the SEC are available without charge by contacting us c/o: Pilgrim�s Pride Corporation, 1770 Promontory Circle,
Greeley, Colorado 80634, Attention: Chief Financial Officer, or by telephoning us at 970-506-8000. Copies of any and all reports or documents
that are incorporated by reference in this prospectus may be accessed at our website at http://www.pilgrims.com by selecting �Investors� under the
�Our Company� tab. Except as otherwise stated in these reports, the information contained on our website or available by hyperlink from our
website is not incorporated into this prospectus or other documents that we file with, or furnish to, the SEC. We will provide to each person,
including any beneficial owner, to whom this prospectus is delivered, a copy of any or all of the information that has been incorporated by
reference in this prospectus, but not delivered with this prospectus.

To ensure timely delivery of any of our filings, agreements or other documents, you must make your request to us no later than             ,
2011, which is five business days before the exchange offer will expire at 5:00 p.m., New York City time, on             , 2011.

ii
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PROSPECTUS SUMMARY

The following is a summary of the more detailed information appearing elsewhere in this prospectus. This summary is not complete and does not
contain all the information you should consider before participating in the exchange offer. You should carefully read the entire prospectus and
the information that is incorporated into this prospectus by reference, including our Annual Report on Form 10-K for the fiscal year ended
December 26, 2010 (the �2010 Form 10-K�). See the sections entitled �Available Information� and �Incorporation by Reference.� You should
also carefully read the �Risk Factors� section of this prospectus and the financial statements and the related notes. Unless the context otherwise
requires, �we,� �us,� �our� and similar terms, as well as references to �the Company� and �Pilgrim�s Pride,� include all of our
consolidated subsidiaries. We obtained the industry data used throughout this prospectus from industry publications that we believe to be
reliable, but we have not independently verified this information.

Upon our emergence from bankruptcy, we changed our fiscal year end from the Saturday nearest September 30 of each year to the last Sunday
in December of each year. The change was effective with our 2010 fiscal year, which began on September 27, 2009 and ended on December 26,
2010, and resulted in an approximate three-month transition period that began on September 27, 2009 and ended on December 27, 2009.

Company Overview

We are the second largest chicken producer in the world with operations in the United States (�US�), Mexico and Puerto Rico. We are primarily
engaged in the production, processing, marketing and distribution of fresh, frozen and value-added chicken products to retailers, distributors and
foodservice operators. We employ approximately 42,300 people and have the capacity to process more than 38 million birds per week for a total
of more than 10.3 billion pounds of live chicken annually. In 2010, we generated $6.9 billion in total revenue, and produced 7.7 billion pounds
of chicken products.

We have a broad geographic reach and we offer our diverse customer base a balanced portfolio of fresh and prepared chicken products. We have
consistently provided our customers with high quality products and service with a focus on delivering higher-value, higher-margin, prepared
food products. As such we have become a valuable partner to our customers and a recognized industry leader. Our sales efforts are largely
targeted towards the foodservice industry, principally chain restaurants and food processors such as Yum! Brands®, Burger King®, Wendy�s®,
Chick-fil-A® and retail customers including grocery store chains and wholesale clubs such as Kroger®, Wal-Mart®, Costco®, Publix® and Sam�s
Club®. We also export products to customers in approximately 95 countries, including Mexico, Russia and China.

Mexico represented approximately 9.4% of our net sales in 2010. We are the second largest producer and seller of chicken in Mexico and are
one of the lower-cost producers of chicken in the country. While the market for chicken products in Mexico is less developed than in the US,
with sales attributed to fewer, more basic products, we have been successful in differentiating our products through high-quality client service
and product improvements such as dry-air chilled, eviscerated products. Additionally, we are an important player in the live market, which
accounts for 30% of the chicken sales in Mexico. We believe that Mexican supermarket chains consider us one of the leaders in innovation for
fresh products. Our strategy is to capitalize on this trend through our vast US experience in products, quality and our well-known service.

Our primary product types are fresh chicken products, prepared chicken products and export chicken products. We sell our fresh chicken
products to the foodservice and retail markets. Our fresh chicken products consist of refrigerated (non-frozen) whole or cut-up chicken, either
pre-marinated or non-marinated and prepackaged case-ready chicken. Our case-ready chicken includes various combinations of freshly
refrigerated, whole chickens and chicken parts in trays, bags or other consumer packs labeled and priced ready for the retail grocer�s fresh meat
counter. Our fresh chicken business sales in 2010 accounted for 49.9% of our total US chicken sales.

We also sell prepared chicken products, including portion-controlled breast fillets, tenderloins and strips, delicatessen products, salads, formed
nuggets and patties and bone-in chicken parts. These products are sold either refrigerated or frozen and may be fully cooked, partially cooked or
raw. In addition, these products are breaded or non-breaded and either pre-marinated or non-marinated. Our prepared chicken products business
sales in 2010 accounted for 39.9% of our total US chicken sales.

Export and other chicken products primarily consist of whole chickens and chicken parts sold mostly in bulk, non-branded form either
refrigerated to distributors in the US or frozen for distribution to export markets. In the US, prices of these products are negotiated daily or
weekly and are generally related to market prices quoted by the United States Department of Agriculture (�USDA�) or other public price reporting
services. We sell US-produced chicken products for export to Eastern Europe (including Russia), the Far East (including China), Mexico and
other world markets.
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Our primary end markets consist of the foodservice and retail channels, as well as selected export markets. The foodservice market principally
consists of chain restaurants, food processors, broad-line distributors and certain other institutions located throughout the continental US. The
retail market consists primarily of grocery store chains, wholesale clubs and other retail distributors. Export and other chicken products primarily
consist of whole chickens and chicken parts sold mostly in bulk, non-branded form either refrigerated to distributors in the US or frozen for
distribution to export markets.

Historically, we have targeted international markets to generate additional demand for our dark chicken meat, which is a natural by-product of
our US operations given our concentration on prepared chicken products and the US customers� general preference for white chicken meat. We
have also begun selling prepared chicken products for export to the international divisions of our US chain restaurant customers. Utilizing the
extensive sales network of our majority stockholder, JBS USA Holdings, Inc. (�JBS USA�), we believe that we can accelerate the sales of
value-added chicken products into international channels. We believe that the history of our successful export sales and our relationship with
JBS USA position us favorably to capitalize on international growth.

As a vertically integrated company, we control every phase of the production of our products. We currently operate in 14 US states, Puerto Rico
and Mexico. Our plants are strategically located to supply our distribution network and ensure that customers timely receive the freshest
products. We operate nine fresh foodservice processing plants, eight case-ready processing plants, nine prepared fresh foods plants, 12 prepared
foods cook plants, three processing plants in Mexico and 14 distribution centers (five in the US, one in Puerto Rico, and eight in Mexico).
Additionally, we reopened an idled processing plant in Douglas, Georgia, which we plan to have at full capacity by the second quarter of 2012.
On July 29, 2011 we announced plans to close our Dallas plant as part of our ongoing plan to reduce costs and operate more efficiently. We plan
to consolidate production from the Dallas plant into several other of our facilities in the region, including the processing and prepared-foods
plants in Mt. Pleasant, Texas, to improve their capacity utilization. Six additional processing plants and two prepared-foods plants are currently
idle. Combined with our network of approximately 4,100 growers, 32 feed mills and 40 hatcheries, we are well positioned to keep up with the
growing demand for our products. We believe that vertical integration helps us better manage food safety and quality, as well as more effectively
control margins and improve customer service.

Corporate Information

Pilgrim�s Pride Corporation, which was incorporated in Texas in 1968 and reincorporated in Delaware in 1986, is the successor to a partnership
founded in 1946 as a retail feed store. Our principal office is located at 1770 Promontory Circle, Greeley, Colorado 80634 and our telephone
number is (970) 506-8000. Our Internet address is http://www.pilgrims.com. Information on our website or available by hyperlink from our
website does not constitute part of this prospectus.

2
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The Exchange Offer

In December 2010, we issued the outstanding 7.875% Senior Notes due 2018 (the �outstanding notes�). The term �exchange notes� refers to
the 7.875% Senior Notes due 2018, as registered under the Securities Act. The term �notes� collectively refers to the outstanding notes and the
exchange notes.

General In connection with the private offering of the outstanding notes, we entered into a registration
rights agreement with the initial purchasers in such offering pursuant to which we agreed, among
other things, to deliver this prospectus to you and to use commercially reasonable efforts to
complete the exchange offer within 30 business days after the date of effectiveness of the
registration statement relating to an offer to exchange. You are entitled to exchange in the
exchange offer your outstanding notes for the exchange notes that are identical in all material
respects to the outstanding notes except:

�       the exchange notes have been registered under the Securities Act and do not have any transfer
restrictions;

�       the exchange notes are not entitled to any registration rights which are applicable to the
outstanding notes under the registration rights agreement; and

�       the special interest provisions of the registration rights agreement are not applicable.

The Exchange Offer We are offering to exchange $500,000,000 aggregate principal amount of 7.875% Senior Notes
due 2018 that have been registered under the Securities Act for any and all of our existing 7.875%
Senior Notes due 2018.

You may only exchange outstanding notes in minimum denominations of $2,000 and integral
multiples of $1,000 in excess of $2,000.

Resale Based on an interpretation by the staff of the SEC set forth in no-action letters issued to third
parties, we believe that the exchange notes issued pursuant to the exchange offer in exchange for
the outstanding notes may be offered for resale, resold and otherwise transferred by you (unless
you are our �affiliate� within the meaning of Rule 405 under the Securities Act) without compliance
with the registration and prospectus delivery provisions of the Securities Act, provided that:

�       you are acquiring the exchange notes in the ordinary course of your business; and

�       you have not engaged in, do not intend to engage in, and have no arrangement or
understanding with any person to participate in, a distribution of the exchange notes.
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If you are a broker-dealer and receive exchange notes for your own account in exchange for
outstanding notes that you acquired as a result of market-making activities or other trading
activities, you must acknowledge that you will deliver this prospectus in connection with any
resale of the exchange notes and that you are not our affiliate and did not purchase your
outstanding notes from us or any of our affiliates. See �Plan of Distribution.�

Any holder of outstanding notes who:

�       is our affiliate;

�       does not acquire exchange notes in the ordinary course of its business; or

�       tenders its outstanding notes in the exchange offer with the intention to participate, or for the
purpose of participating, in a distribution of exchange notes

3
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cannot rely on the position of the staff of the SEC enunciated in Morgan Stanley & Co.
Incorporated (available June 5, 1991) and Exxon Capital Holdings Corporation (available
May 13, 1988), as interpreted in Shearman & Sterling (available July 2, 1993), or similar
no-action letters and, in the absence of an exemption therefrom, must comply with the registration
and prospectus delivery requirements of the Securities Act in connection with any resale of the
exchange notes.

Our belief that the exchange notes may be offered for resale without compliance with the
registration or prospectus delivery provisions of the Securities Act is based on interpretations of
the SEC for other exchange offers that the SEC expressed in some of its no-action letters to other
issuers in exchange offers like ours. We cannot guarantee that the SEC would make a similar
decision about our exchange offer. If our belief is wrong, or if you cannot truthfully make the
representations mentioned above, and you transfer any exchange note issued to you in the
exchange offer without meeting the registration and prospectus delivery requirements of the
Securities Act, or without an exemption from such requirements, you could incur liability under
the Securities Act. We are not indemnifying you for any such liability.

Expiration Date The exchange offer will expire at 5:00 p.m., New York City time, on , 2011, unless extended by
us. We do not currently intend to extend the expiration date.

Withdrawal You may withdraw the tender of your outstanding notes at any time prior to the expiration of the
exchange offer. We will return to you any of your outstanding notes that are not accepted for any
reason for exchange, without expense to you, promptly after the expiration or termination of the
exchange offer.

Conditions to the Exchange Offer The exchange offer is subject to customary conditions. We reserve the right to waive any defects,
irregularities or conditions to exchange as to particular outstanding notes. See �The Exchange
Offer�Conditions to the Exchange Offer.�

Procedures for Tendering Outstanding
Notes

If you wish to participate in the exchange offer, you must either:

�       complete, sign and date the applicable accompanying letter of transmittal, or a facsimile of
the letter of transmittal, in accordance with the instructions contained in this prospectus and the
letter of transmittal, and mail or deliver such letter of transmittal or facsimile thereof to the
exchange agent at the address set forth on the cover page of the letter of transmittal; or

�       if you hold outstanding notes through the Depository Trust Company (�DTC�), comply with
DTC�s Automated Tender Offer Program procedures described in this prospectus, by which you
will agree to be bound by the letter of transmittal.

By signing, or agreeing to be bound by, the letter of transmittal, you will represent to us that,
among other things:

�    you are not our �affiliate� within the meaning of Rule 405 under the Securities Act;
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�    you have no arrangement or understanding with any person to participate in the distribution of
the exchange notes;

�    you are not engaged in, and do not intend to engage in, a distribution of the exchange notes;

�    you are acquiring the exchange notes in the ordinary course of your business;

�    if you are a broker-dealer, that you did not purchase your outstanding notes from us or any of
our affiliates; and

�    if you are a broker-dealer that will receive exchange notes for your own account in exchange
for outstanding notes that were acquired as a result of
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market-making activities, you will deliver a prospectus, as required by law, in connection with
any resale of such exchange notes.

Special Procedures for Beneficial Owners If you are a beneficial owner of outstanding notes that are registered in the name of a broker,
dealer, commercial bank, trust company or other nominee, and you wish to tender those
outstanding notes in the exchange offer, you should contact the registered holder promptly and
instruct the registered holder to tender those outstanding notes on your behalf. If you wish to
tender on your own behalf, you must, prior to completing and executing the letter of transmittal
and delivering your outstanding notes, either make appropriate arrangements to register ownership
of the outstanding notes in your name or obtain a properly completed bond power from the
registered holder. The transfer of registered ownership may take considerable time and may not be
able to be completed prior to the expiration date.

Guaranteed Delivery Procedures If you wish to tender your outstanding notes and your outstanding notes are not immediately
available, or you cannot deliver your outstanding notes, the letter of transmittal or any other
required documents, or you cannot comply with the procedures under DTC�s Automated Tender
Offer Program for transfer of book-entry interests prior to the expiration date, you must tender
your outstanding notes according to the guaranteed delivery procedures set forth in this prospectus
under �The Exchange Offer�Guaranteed Delivery Procedures.�

Effect on Holders of Outstanding Notes As a result of the making of, and upon acceptance for exchange of all validly tendered outstanding
notes pursuant to the terms of, the exchange offer, we will have fulfilled a covenant under the
registration rights agreement. Accordingly, there will be no increase in the applicable interest rate
on the outstanding notes under the circumstances described in the registration rights agreement. If
you do not tender your outstanding notes in the exchange offer, you will continue to be entitled to
all the rights and limitations applicable to the outstanding notes as set forth in the indenture
governing the notes, except we will not have any further obligation to you to provide for the
exchange and registration of untendered outstanding notes under the registration rights agreement.
To the extent that outstanding notes are tendered and accepted in the exchange offer, the trading
market for outstanding notes that are not so tendered and accepted could be adversely affected.

Consequences of Failure to Exchange All untendered outstanding notes will remain outstanding and continue to be subject to the
restrictions on transfer set forth in the outstanding notes and in the indenture governing the notes.
In general, the outstanding notes may not be offered or sold unless registered under the Securities
Act, except pursuant to an exemption from, or in a transaction not subject to, the Securities Act
and applicable state securities laws. Other than in connection with the exchange offer, we do not
currently anticipate that we will register the outstanding notes under the Securities Act.

United States Federal Income Tax
Consequences

The exchange of outstanding notes in the exchange offer will not be a taxable event for US federal
income tax purposes. See �Summary of Material United States Federal Income Tax Consequences.�

Use of Proceeds We will not receive any proceeds from the issuance of the exchange notes in the exchange offer.
See �Use of Proceeds.�

Exchange Agent The Bank of New York Mellon is the exchange agent for the exchange offer. Any questions and
requests for assistance, requests for additional copies of this prospectus or of the letter of
transmittal and requests for the notice of guaranteed delivery should be directed to the exchange
agent. The address and telephone number of the exchange agent are set forth in the section
captioned �The Exchange Offer�Exchange Agent.�

5
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The Exchange Notes

The summary below describes the principal terms of the exchange notes. Certain of the terms and conditions described below are subject to
important limitations and exceptions. The �Description of the Notes� section of this prospectus contains more detailed descriptions of the terms
and conditions of the outstanding notes and exchange notes. The exchange notes will have terms identical in all material respects to the
outstanding notes, except that the exchange notes will not contain terms with respect to transfer restrictions, registration rights and special
interest for failure to observe certain obligations in the registration rights agreement.

Securities Offered $500,000,000 aggregate principal amount of exchange notes.

Maturity Date The exchange notes will mature on December 15, 2018.

Indenture We will issue the exchange notes under the indenture dated as of December 14, 2010, between us
and The Bank of New York Mellon, as trustee (the �Trustee�).

Interest The exchange notes will bear interest at a rate of 7.875% per annum, payable on December 15 and
June 15 of each year.

Guarantees The exchange notes will be jointly and severally, fully and unconditionally guaranteed on a senior
unsecured basis, subject to certain limitations described herein, by all of our existing and future
domestic restricted subsidiaries that have incurred or guaranteed any indebtedness other than the
following types of indebtedness:

�      indebtedness in an aggregate principal amount of $5.0 million or less (or the guarantee of
indebtedness of another person in an aggregate principal amount of $5.0 million or less);

�      the guarantee by a domestic holding company with no assets other than equity interests of our
foreign subsidiaries of the indebtedness of any such foreign subsidiary; and

�      intercompany indebtedness.

As of the date of this prospectus, our only domestic restricted subsidiary that has incurred or
guaranteed any indebtedness other than the types of indebtedness described above is Pilgrim�s Pride
Corporation of West Virginia, Inc., which is the guarantor under our exit credit facility. As of June
26, 2011, Pilgrim�s Pride Corporation of West Virginia, Inc. had total assets (excluding net
intercompany receivables) of approximately $81.9 million and total net assets (excluding net
intercompany receivables) of approximately $34.0 million.

Guarantees of the exchange notes will be subject to release in certain circumstances as described
under �Description of Notes�Subsidiary Guarantees.�

Ranking The exchange notes will be our general unsecured senior obligations and each guarantee of the
exchange notes will be a general unsecured senior obligation of the guarantor. The exchange notes:
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�      will be effectively subordinated to all of our and our subsidiaries� existing and future secured
indebtedness, including our exit credit facility, to the extent of the value of the assets securing such
indebtedness and to all liabilities (including trade payables) of our subsidiaries that are not
guarantors;

�      will be equal in right of payment to all of our future and existing unsubordinated indebtedness;

�      will be senior in right of payment to any of our existing or future subordinated indebtedness (if
any); and

�      will be unconditionally guaranteed by the guarantors.

6
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As of June 26, 2011, we had approximately $963.4 million of outstanding secured indebtedness.
Our non-guarantor subsidiaries had no outstanding indebtedness as of June 26, 2011, except that
To-Ricos, Ltd. and To-Ricos Distribution, Ltd., which are our subsidiaries organized under the laws
of Bermuda, are co-borrowers under the exit credit facility, and certain of our subsidiaries that are
holding companies for our Mexican subsidiaries (but that have no other material assets) and certain
of our Mexican subsidiaries are guarantors or co-borrowers under the secured revolving credit
facility relating to our Mexico operations.

Each guarantee of the exchange notes:

�      will be a general unsecured senior obligation of the guarantor;

�      will be effectively subordinated to all existing and future secured indebtedness (including
secured guarantees of indebtedness) of the guarantor to the extent of the value of the assets securing
such indebtedness and to all liabilities (including trade payables) of such guarantor�s subsidiaries
that are not also guarantors;

�      will be equal in right of payment to all future and existing unsubordinated indebtedness of the
guarantor; and

�      will be senior in right of payment to any future subordinated indebtedness of the guarantor (if
any).

We conduct all of our business in Mexico through our subsidiaries that are organized under the
laws of Mexico. These subsidiaries will not guarantee the obligations under the exchange notes.
Our Mexican subsidiaries held identifiable assets of approximately $406.5 million as of June 26,
2011. None of our other non-guarantor subsidiaries have significant assets (other than equity
interests in certain of our other subsidiaries) or operations. See �Description of Notes�Brief
Description of the Notes and the Guarantees.�

Optional Redemption We may redeem some or all of the exchange notes at any time on or after December 15, 2014 at the
redemption prices specified in this prospectus under �Description of Notes�Optional Redemption.� In
addition, at any time prior to December 15, 2013, we may redeem up to 35% of the exchange notes
with the proceeds of one or more equity offerings at the redemption price set forth in this
prospectus.

In each case, we must also pay accrued and unpaid interest, if any, to the redemption date.

Mandatory Repurchase Offers If we or our restricted subsidiaries engage in certain asset sales under certain circumstances and do
not use the proceeds for certain specified purposes, we must use all or a portion of such proceeds to
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offer to repurchase the exchange notes at 100% of their principal amount, plus accrued and unpaid
interest, if any, to the date of purchase.

Additionally, if we experience specific types of changes of control, we must offer to repurchase the
exchange notes at a price equal to 101% of the principal amount thereof, plus accrued and unpaid
interest, if any, to the date of purchase, subject to the rights of holders of exchange notes on the
relevant record date to receive interest due on the relevant payment date.

See �Description of Notes�Repurchase at the Option of Holders.�

Certain Covenants The indenture governing the notes contains various covenants that will limit our ability and the
ability of our subsidiaries to, among other things:

�      incur additional debt;
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�      incur certain liens;

�      pay dividends and make other distributions;

�      make certain investments;

�      repurchase our stock;

�      enter into transactions with affiliates;

�      merge or consolidate;

�      enter into agreements that restrict the ability of our subsidiaries to make dividends or other
payments to us; and

�      transfer or sell assets.

These covenants are subject to important exceptions and qualifications. See �Description of
Notes�Certain Covenants.�

Certain of these covenants will be suspended if the exchange notes are assigned an investment
grade rating by Standard & Poor�s Rating Services and Moody�s Investors Service, Inc. and no
default has occurred and is continuing. If either rating on the exchange notes should subsequently
decline to below investment grade, the suspended covenants will be reinstated.

No Prior Market; No Listing The exchange notes will be a new class of security and there is currently no established trading
market for the exchange notes. We do not intend to list the exchange notes on any securities
exchange or apply to have the exchange notes quoted on any quotation system. As a result, a liquid
market for the exchange notes may not be available if you wish to sell your exchange notes. See
�Plan of Distribution.�

Risk Factors You should consider carefully all of the information contained or incorporated by reference in this
prospectus prior to exchanging your outstanding notes. In particular, we urge you to consider
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Summary Consolidated Financial Data

The following table presents summary consolidated financial data. The balance sheet data as of September 27, 2008, September 26, 2009 and
December 26, 2010, the income statement data for each of the three fiscal years ended September 27, 2008, September 26, 2009 and
December 26, 2010, and the income statement date for the three month period ended December 27, 2009, are derived from our audited
consolidated financial statements and related notes included in our 2010 Form 10-K. The summary financial data for the fiscal years ended
September 29, 2007 and September 30, 2006 have been derived from our historical consolidated financial statements that are not included in our
2010 Form 10-K. The income statement data for the six months ended June 26, 2010 and June 26, 2011, and the balance sheet data as of
June 26, 2010 and June 26, 2011, have been derived from our unaudited consolidated financial statements contained or incorporated by
reference in this prospectus. In the opinion of our management, our unaudited consolidated financial data have been prepared on the same basis
as the audited consolidated financial statements and contains all adjustments, consisting only of normal recurring adjustments, necessary for a
fair presentation of our financial position and results of operations for the relevant periods.

Upon our emergence from bankruptcy, we changed our fiscal year end from the Saturday nearest September 30 of each year to the last Sunday
in December of each year. The change was effective with our 2010 fiscal year, which began on September 27, 2009 and ended on December 26,
2010, and resulted in an approximate three-month transition period that began on September 27, 2009 and ended on December 27, 2009.
Historical results should not be taken as necessarily indicative of the results that may be expected for any future period. Historical results for the
interim periods are not necessarily indicative of the operating results for the entire year. You should read this consolidated financial data in
conjunction with our consolidated financial statements and the related notes and �Management�s Discussion and Analysis of Results of Operations
and Financial Condition�, including in our 2010 Form 10-K, contained or incorporated by reference in this prospectus.

Fiscal Year Ended Three 
Months
Ended

December 27,
2009

Six Months
Ended

June 26,
2011

Six Months
Ended

June 27,
2010

December 
26,
2010

September 
26,
2009

September 
27,
2008

September 
29,
2007

September 
30,
2006

(In thousands) (unaudited) (unaudited)
Income Statement
Data:
Net sales $ 6,881,629 $ 7,088,055 $ 8,518,757 $ 7,498,612 $ 5,152,729 $ 1,602,734 $ 3,815,166 $ 3,350,486
Cost of sales 6,416,318 6,764,788 8,738,126 6,905,882 4,855,646 1,531,104 3,914,504 3,165,976
Operational
restructuring charges 4,318 12,464 27,990 �  �  2,877 �  �  

Gross profit 460,993 310,803 (247,359) 592,730 297,083 68,753 (99,338) 184,510
Selling, general and
administrative expenses 209,544 241,489 292,735 355,539 285,978 62,523 106,144 112,319
Goodwill impairment �  �  501,446 �  �  �  �  �  
Administrative
restructuring charges 66,022 1,987 16,156 �  �  (1,359) �  52,701

Operating income (loss) 185,427 67,327 (1,057,696) 237,191 11,105 7,589 (205,482) 19,490
Interest expense, net(a) 101,748 157,543 131,627 118,542 38,965 44,193 53,945 53,361
Loss on early
extinguishment of debt 11,726 �  �  26,463 �  �  �  �  
Miscellaneous expense
(income), net (13,076) (3,642) (3,414) (6,740) (1,797) (884) (5,198) (6,829) 
Reorganization items,
net 18,541 87,275 �  �  �  32,726 �  18,541
Income tax expense
(benefit) (23,838) (21,586) (194,921) 47,319 1,573 (102,371) (6,402) (34,807) 

Income (loss) from
continuing operations 90,326 (152,263) (990,988) 51,607 (27,636) 33,925 (247,827) (10,776) 
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Income (loss) from
discontinued operations �  599 (6,409) (4,499) (6,033) �  �  �  

Net income (loss) 90,326 (151,664) (997,397) 47,108 (34,232) 33,925 (247,827) (10,776) 

Net income attributable
to noncontrolling
interests 3,185 (82) 1,184 91 563 312 1,074 1,853

Net income (loss)
attribution to Pilgrim�s
Pride Corporation $ 87,141 $ (151,582) $ (998,581) $ 47,017 $ (34,232) $ 33,613 $ (248,901) $ (12,629) 

Ratio of earnings (loss)
to fixed charges(b) 1.49x (b) (b) 1.63x (b) (b) (b) (b) 
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As of
As of

June 26,
2011

As of

June 27,
2010

December 
26,
2010

September 
26,
2009

September 
27,
2008

September 
29,
2007

September 
30,
2006

(In thousands) (unaudited) (unaudited)
Balance Sheet Data:
Cash and cash equivalents $ 106,077 $ 220,029 $ 61,553 $ 66,168 $ 156,404 $ 34,564 $ 36,483
Working capital 971,830 858,030 (1,262,242) 395,858 528,837 928,691 654,062
Total assets 3,218,898 3,060,504 3,298,709 3,774,236 2,426,868 3,163,202 2,927,240
Total debt, including
current maturities 1,339,304 2,045,094 1,941,983 1,321,430 565,198 1,513,887 1,230,783
Total stockholders� equity 1,072,663 150,920 351,741 1,172,221 1,117,328 827,697 985,157

(a) Interest expense, net, consists of interest expense less interest income.
(b) For purposes of computing the ratio of earnings to fixed charges, earnings consist of income before income taxes and extraordinary items

plus fixed charges (excluding capitalized interest). Fixed charges consist of interest (including capitalized interest) on all indebtedness,
amortization of capitalized financing costs and that portion of rental expense that we believe to be representative of interest. Earnings were
inadequate to cover fixed charges by $255.9 million, $45.4 million, $69.5 million, $176.5 million, $1,191.2 million and $30.4 million for
the six months ended June 26, 2011, six months ended June 27, 2010, three months ended December 27, 2009, and the fiscal years 2009,
2008, and 2006, respectively.
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RISK FACTORS

You should carefully consider the risk factors set forth below as well as the other information contained and incorporated by reference in this
prospectus before deciding to tender your outstanding notes in the exchange offer. Any of these risks could materially and adversely affect our
business, financial condition, operating results or cash flow; however, these risks are not our only risks. Additional risks and uncertainties not
currently known to us or those we currently view to be immaterial also may also impair or materially and adversely affect our business,
financial condition, results of operations or cash flow. In such a case, the trading price of the exchange notes could decline or we may not be
able to make payments of interest and principal on the exchange notes, and you may lose all or part of your original investment.

Risks Relating to the Exchange Offer

There may be adverse consequences if you do not exchange your outstanding notes.

If you do not exchange your outstanding notes for exchange notes in the exchange offer, you will continue to be subject to restrictions on
transfer of your outstanding notes as set forth in the offering memorandum distributed in connection with the private offering of the outstanding
notes. In general, the outstanding notes may not be offered or sold unless they are registered or exempt from registration under the Securities Act
and applicable state securities laws. Except as required by the registration rights agreement, we do not intend to register resales of the
outstanding notes under the Securities Act. You should refer to �Prospectus Summary � The Exchange Offer� and �The Exchange Offer� for
information about how to tender your outstanding notes.

The tender of outstanding notes under the exchange offer will reduce the outstanding amount of the outstanding notes, which may have an
adverse effect upon, and increase the volatility of, the market prices of the outstanding notes due to a reduction in liquidity.

Your ability to transfer the exchange notes may be limited if there is no active trading market, and there is no assurance that any active
trading market will develop for the exchange notes.

We are offering the exchange notes to the holders of the outstanding notes. We do not intend to list the notes on any securities exchange. There
is currently no established market for the exchange notes, and we cannot assure you as to the liquidity of markets that may develop for the
exchange notes, your ability to sell the exchange notes or the price at which you would be able to sell the exchange notes. If such markets were
to exist, the exchange notes could trade at prices that may be lower than their principal amount or purchase price depending on many factors,
including prevailing interest rates, the market for similar notes, our financial and operating performance and other factors. Certain financial
institutions have informed us that they intend to make a market in the notes after the exchange offer is completed. However, these financial
institutions may cease their market-making efforts at any time without notice. We cannot assure you that an active market for the exchange notes
will develop or, if developed, that it will continue. If no active trading market develops, you may not be able to resell the notes at their fair
market value or at all.

Certain persons who participate in the exchange offer must deliver a prospectus in connection with resales of the exchange notes.

We have not requested, and do not intend to request, an interpretation by the staff of the SEC as to whether the exchange notes issued pursuant
to our exchange offer in exchange for the outstanding notes may be offered for resale, resold or otherwise transferred by any holder without
compliance with the registration and prospectus delivery provisions of the Securities Act. Instead, based on interpretations of the staff of the
SEC contained in Exxon Capital Holdings Corp., SEC no-action letter (April 13, 1988), Morgan Stanley & Co. Inc., SEC no-action letter
(June 5, 1991) and Shearman & Sterling, SEC no-action letter (July 2, 1983), we believe that you may offer for resale, resell or otherwise
transfer the exchange notes without compliance with the registration and prospectus delivery requirements of the Securities Act. We cannot
guarantee that the SEC would make a similar decision about our exchange offer. If our belief is wrong, or if you cannot truthfully make the
representations mentioned above, and you transfer any exchange note issued to you in the exchange offer without meeting the registration and
prospectus delivery requirements of the Securities Act, or without an exemption from such requirements, you could incur liability under the
Securities Act. Additionally, in some instances described in this prospectus under �Plan of Distribution,� certain holders of exchange notes will
remain obligated to comply with the registration and prospectus delivery requirements of the Securities Act to transfer the exchange notes. If
such a holder transfers any exchange notes without delivering a prospectus meeting the requirements of the Securities Act or without an
applicable exemption from registration under the Securities Act, such a holder may incur liability under the Securities Act. We do not and will
not assume, or indemnify such a holder against, this liability.
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Risks Relating to Our Business

Industry cyclicality can affect our earnings, especially due to fluctuations in commodity prices of feed ingredients and chicken.

Profitability in the chicken industry is materially affected by the commodity prices of feed ingredients and chicken, which are determined by
supply and demand factors. As a result, the chicken industry is subject to cyclical earnings fluctuations.

The production of feed ingredients is positively or negatively affected primarily by the global level of supply inventories and demand for feed
ingredients, the agricultural policies of the United States and foreign governments and weather patterns throughout the world. In particular,
weather patterns often change agricultural conditions in an unpredictable manner. A significant change in weather patterns could affect supplies
of feed ingredients, as well as both the industry�s and our ability to obtain feed ingredients, grow chickens or deliver products.

The cost of corn and soybean meal, our primary feed ingredients, increased significantly from August 2006 to July 2008. Market prices for feed
ingredients decreased throughout 2009 and the first six months of 2010, but rose significantly again since the third quarter of 2010. There can be
no assurance that the price of corn or soybean meal will not continue to rise as a result of, among other things, increasing demand for these
products around the world and alternative uses of these products, such as ethanol and biodiesel production.

High feed ingredient prices have had, and may continue to have, a material adverse effect on our operating results, which has resulted in, and
may continue to result in, additional non-cash expenses due to impairment of the carrying amounts of certain of our assets. We periodically seek,
to the extent available, to enter into advance purchase commitments or financial derivative contracts for the purchase of feed ingredients in an
effort to manage our feed ingredient costs. The use of these instruments may not be successful.

Outbreaks of livestock diseases in general and poultry diseases in particular, including avian influenza, can significantly affect our
ability to conduct our operations and demand for our products.

We take precautions designed to ensure that our flocks are healthy and that our processing plants and other facilities operate in a sanitary and
environmentally-sound manner. However, events beyond our control, such as the outbreaks of disease, either in our own flocks or elsewhere,
could significantly affect demand for our products or our ability to conduct our operations. Furthermore, an outbreak of disease could result in
governmental restrictions on the import and export of our fresh chicken or other products to or from our suppliers, facilities or customers, or
require us to destroy one or more of our flocks. This could also result in the cancellation of orders by our customers and create adverse publicity
that may have a material adverse effect on our ability to market our products successfully and on our business, reputation and prospects.

During the first half of 2006, there was substantial publicity regarding a highly pathogenic strain of avian influenza, known as H5N1, which has
been affecting Asia since 2002 and which has also been found in Europe and Africa. It is widely believed that H5N1 is being spread by
migratory birds, such as ducks and geese. There have also been some cases where H5N1 is believed to have passed from birds to humans as
humans came into contact with live birds that were infected with the disease.

Although highly pathogenic H5N1 has not been identified in North America, there have been outbreaks of low pathogenic strains of avian
influenza in North America, and in Mexico outbreaks of both high and low-pathogenic strains of avian influenza are a fairly common
occurrence. Historically, the outbreaks of low pathogenic avian influenza have not generated the same level of concern, or received the same
level of publicity or been accompanied by the same reduction in demand for poultry products in certain countries as that associated with the
highly pathogenic H5N1 strain. Accordingly, even if the highly pathogenic H5N1 strain does not spread to North or Central America, there can
be no assurance that it will not materially adversely affect demand for North or Central American produced poultry internationally and/or
domestically, and, if it were to spread to North or Central America, there can be no assurance that it would not significantly affect our ability to
conduct our operations and/or demand for our products, in each case in a manner having a material adverse effect on our business, reputation
and/or prospects.

If our poultry products become contaminated, we may be subject to product liability claims and product recalls.

Poultry products may be subject to contamination by disease-producing organisms, or pathogens, such as Listeria monocytogenes, Salmonella
and generic E.coli. These pathogens are generally found in the environment, and, as a result, there is a risk that they, as a result of food
processing, could be present in our processed poultry products. These pathogens can also be introduced as a result of improper handling at the
further processing, foodservice or consumer level. These risks
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may be controlled, although not eliminated, by adherence to good manufacturing practices and finished product testing. We have little, if any,
control over proper handling once the product has been shipped. Illness and death may result if the pathogens are not eliminated at the further
processing, foodservice or consumer level. Even an inadvertent shipment of contaminated products is a violation of law and may lead to
increased risk of exposure to product liability claims, product recalls and increased scrutiny by federal and state regulatory agencies and may
have a material adverse effect on our business, reputation and prospects.

Product liability claims or product recalls can adversely affect our business reputation, expose us to increased scrutiny by federal and
state regulators and may not be fully covered by insurance.

The packaging, marketing and distribution of food products entail an inherent risk of product liability and product recall and the resultant
adverse publicity. We may be subject to significant liability if the consumption of any of our products causes injury, illness or death. We could
be required to recall certain of our products in the event of contamination or damage to the products. In addition to the risks of product liability
or product recall due to deficiencies caused by our production or processing operations, we may encounter the same risks if any third party
tampers with our products. We cannot assure you that we will not be required to perform product recalls, or that product liability claims will not
be asserted against us, in the future. Any claims that may be made may create adverse publicity that would have a material adverse effect on our
ability to market our products successfully or on our business, reputation, prospects, financial condition and results of operations.

If our poultry products become contaminated, we may be subject to product liability claims and product recalls. There can be no assurance that
any litigation or reputational injury associated with product recalls will not have a material adverse effect on our ability to market our products
successfully or on our business, reputation, prospects, financial condition and results of operations.

We currently maintain insurance with respect to certain of these risks, including product liability insurance, property insurance, workers
compensation insurance, business interruption insurance and general liability insurance, but in many cases such insurance is expensive, difficult
to obtain and no assurance can be given that such insurance can be maintained in the future on acceptable terms, or in sufficient amounts to
protect us against losses due to any such events, or at all. Moreover, even though our insurance coverage may be designed to protect us from
losses attributable to certain events, it may not adequately protect us from liability and expenses we incur in connection with such events.
Additionally, in the past, two of our insurers encountered financial difficulties and were unable to fulfill their obligations under the insurance
policies as anticipated and, separately, two of our other insurers contested coverage with respect to claims covered under policies purchased,
forcing us to litigate the issue of coverage before we were able to collect under these policies.

Competition in the chicken industry with other vertically integrated poultry companies may make us unable to compete successfully in
these industries, which could adversely affect our business.

The chicken industry is highly competitive. In both the United States and Mexico, we primarily compete with other vertically integrated chicken
companies.

In general, the competitive factors in the US chicken industry include:

� price;

� product quality;

� product development;

� brand identification;

� breadth of product line; and
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� customer service.
Competitive factors vary by major market. In the foodservice market, competition is based on consistent quality, product development, service
and price. In the US retail market, we believe that competition is based on product quality, brand awareness, customer service and price. Further,
there is some competition with non-vertically integrated further processors in the prepared chicken business. In addition, the bankruptcy
proceedings and the associated risks and uncertainties may be used by competitors in an attempt to divert existing customers or may discourage
future customers from purchasing products under long-term arrangements.

In Mexico, where product differentiation has traditionally been limited, we believe product quality and price have been the most critical
competitive factors. As a result of the January 2008 elimination of a tariff with regard to the import of chicken leg quarters into Mexico, greater
amounts of chicken have been imported into Mexico from the US. Industry exports
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of ready-to-cook chicken into Mexico have increased to 816 million pounds, or 12.0% of all US ready-to-cook chicken exports, in calendar year
2009 from 522 million pounds, or 10.0% of all US ready-to-cook chicken exports, in calendar year 2005. These trends, should they continue to
increase, could negatively affect the profitability of Mexican chicken producers located in the northern states of Mexico. While we believe the
impact on producers, such as us, located in the central states of Mexico should be much less pronounced, we can provide no assurances that the
elimination of this tariff or future changes in trade protection measures will not materially and adversely affect our Mexico operations.

The loss of one or more of our largest customers could adversely affect our business.

Our two largest customers accounted for approximately 17.6% of our net sales in 2010, and our largest customer, Wal-Mart Stores Inc.,
accounted for 11.3% of our net sales in 2010. Our business could suffer significant setbacks in revenues and operating income if we lost one or
more of our largest customers, or if our customers� plans and/or markets should change significantly.

Our foreign operations pose special risks to our business and operations.

We have significant operations and assets located in Mexico and may participate in or acquire operations and assets in other foreign countries in
the future. Foreign operations are subject to a number of special risks, including among others:

� currency exchange rate fluctuations;

� trade barriers;

� exchange controls;

� expropriation; and

� changes in laws and policies, including tax laws and laws governing foreign-owned operations.
Currency exchange rate fluctuations have adversely affected us in the past. Exchange rate fluctuations or one or more other risks may have a
material adverse effect on our business or operations in the future.

Our operations in Mexico are conducted through subsidiaries organized under the laws of Mexico. We may rely in part on intercompany loans
and distributions from our subsidiaries to meet our obligations. Claims of creditors of our subsidiaries, including trade creditors, will generally
have priority as to the assets of our subsidiaries over our claims. Additionally, the ability of our Mexican subsidiaries to make payments and
distributions to us will be subject to, among other things, Mexican law. In the past, these laws have not had a material adverse effect on the
ability of our Mexican subsidiaries to make these payments and distributions. However, laws such as these may have a material adverse effect on
the ability of our Mexican subsidiaries to make these payments and distributions in the future.

Disruptions in international markets and distribution channels could adversely affect our business.

Historically, we have targeted international markets to generate additional demand for our products. In particular, given US customers� general
preference for white meat, we have targeted international markets for the sale of dark chicken meat, specifically leg quarters, which are a natural
by-product of our US operations� concentration on prepared chicken products. As part of this initiative, we have created a significant
international distribution network into several markets in Mexico, Eastern Europe (including Russia), and the Far East (including China). Our
success in these markets may be, and our success in recent periods has been, adversely affected by disruptions in chicken export markets. For
example, China has imposed anti-dumping and countervailing duties on the US chicken producers. Until these duties are modified or eliminated,
the duty rates can be expected to deter Chinese importers from purchases of US-origin chicken products, including our chicken products, and
can be expected to diminish the volume of such purchases. In addition, Russia effectively banned US poultry imports shipped after January 1,
2010 because of a chlorine treatment procedure required by US Department of Agriculture regulations. While Russia did allow US poultry
imports to resume and we began exporting products to Russia again in September 2010, there can be no assurances that new disruptions will not
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arise. For example, Russia has indicated that it will develop its own internal poultry production and has set an import quota of 350,000 metric
tons of poultry for 2011. A significant risk is disruption due to import restrictions and tariffs, other trade protection measures, and import or
export licensing requirements. In addition, disruptions may be caused by outbreaks of disease such as avian influenza, either in our flocks or
elsewhere in the world, and resulting changes in consumer preferences. For example, the occurrence of avian influenza in Eastern Europe in
October 2005 affected demand for poultry in Europe. On February 7, 2011, Mexico, the top foreign buyer of US chicken in calendar year 2010,
announced that it would investigate US producers over dumping complaints lodged by Mexican chicken processors. Mexican chicken processors
allege US producers sold chicken legs and thighs on the Mexican market below their cost of production in 2010. One or more of these or other
disruptions in the international markets and distribution channels could adversely affect our business.
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Regulation, present and future, is a constant factor affecting our business.

Our operations will continue to be subject to federal, state and local governmental regulation, including in the health, safety and environmental
areas. We anticipate increased regulation by various agencies concerning food safety, the use of medication in feed formulations and the disposal
of chicken by-products and wastewater discharges.

Also, changes in laws or regulations or the application thereof may lead to government enforcement actions and the resulting litigation by
private litigants. We are aware of an industry-wide investigation by the Wage and Hour Division of the US Department of Labor to ascertain
compliance with various wage and hour issues, including the compensation of employees for the time spent on such activities such as donning
and doffing work equipment. We have been named a defendant in a number of related suits brought by employees. Due, in part, to the
government investigation and the recent US Supreme Court decision in IBP, Inc. v. Alvarez, it is possible that we may be subject to additional
employee claims.

Further, in June 2010, the USDA�s Grain Inspection, Packers and Stockyards Administration, or GIPSA, proposed new regulations under the
Packers and Stockyards Act, or PSA, that would apply to all stages of a live poultry dealer�s poultry grow-out, including the pullet, breeder and
broiler stages. The new regulations, if adopted as proposed, would likely have a significant impact on the relationship between integrated poultry
processors, like us, and their independent growers. Among other things, the proposed regulations would substantially limit our and our
independent contract growers� freedom of contract, and affect the way we pay our independent contract growers. Many of the proposed new
regulations are, in our view, unclear, vague and would likely require litigation to determine their scope and impact. Such litigation could be
costly to our industry and us.

GIPSA has also proposed a regulation designed to overturn judicial precedent from several federal Circuit Courts of Appeal and eliminate the
requirement that GIPSA or live poultry producers demonstrate competitive harm to prove violations of PSA sections that limit unfair, unjustly
discriminatory or deceptive practices and undue or unreasonable preferences or advantages in live poultry purchasing practices. If adopted as
proposed, the new regulations could lead to government enforcement actions and private litigation against integrated poultry producers that
could have a material adverse effect on our operations and financial and operating results.

In addition, unknown matters, new laws and regulations, or stricter interpretations of existing laws or regulations may also materially affect our
business or operations in the future.

New immigration legislation or increased enforcement efforts in connection with existing immigration legislation could cause the costs of
doing business to increase, cause us to change the way we conduct our business or otherwise disrupt our operations.

Immigration reform continues to attract significant attention in the public arena and the US Congress. If new federal immigration legislation is
enacted or if states in which we do business enact immigration laws, such laws may contain provisions that could make it more difficult or costly
for us to hire US citizens and/or legal immigrant workers. In such case, we may incur additional costs to run our business or may have to change
the way we conduct our operations, either of which could have a material adverse effect on our business, operating results and financial
condition. Also, despite our past and continuing efforts to hire only US citizens and/or persons legally authorized to work in the US, we may be
unable to ensure that all of their employees are US citizens and/or persons legally authorized to work in the US. For example, US Immigration
and Customs Enforcement has investigated identity theft within our workforce. With our cooperation, during 2008 US Immigration and Customs
Enforcement arrested approximately 300 employees believed to have engaged in identity theft at five of our facilities. No assurances can be
given that further enforcement efforts by governmental authorities will not disrupt a portion of our workforce or operations at one or more
facilities, thereby negatively impacting our business. Also, no assurance can be given that further enforcement efforts by governmental
authorities will not result in the assessment of fines that could adversely affect our financial position, operating results or cash flows.

Loss of essential employees could have a significant negative impact on our business.

Our success is largely dependent on the skills, experience, and efforts of our management and other employees. The loss of the services of one
or more members of our senior management or of numerous employees with essential skills could have a negative effect on our business,
financial condition and results of operations. If we are not able to retain or attract talented, committed individuals to fill vacant positions when
needs arise, it may adversely affect our ability to achieve our business objectives.
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Our performance depends on favorable labor relations with our employees and our compliance with labor laws. Any deterioration of
those relations or increase in labor costs due to our compliance with labor laws could adversely affect our business.

As of December 26, 2010, we employed approximately 37,100 persons in the US and approximately 5,200 persons in Mexico. Approximately
29% of US employees and 57% of Mexico employees are members of collective bargaining units. We have not experienced any work stoppage
at any location in over six years. We believe our relations with our employees are satisfactory. At any given time, we will be in some stage of
contract negotiation with various collective bargaining units. The Company is currently in negotiation with union locals in four locations, and
there is no assurance that agreement will be reached, or if reached, on terms that are favorable to the Company. In the absence of an agreement,
we may become subject to a strike, a work stoppage or other labor action at any of these locations.

While we believe our relations with our employees are satisfactory, at any given time, we will be in some stage of contract negotiation with
various collective bargaining units. We plan to negotiate new collective bargaining agreements covering approximately 5,200 employees in the
US to replace existing collective bargaining agreements that expired in 2010 or will expire in 2011.

Extreme weather or natural disasters could negatively impact our business.

Extreme weather or natural disasters, including droughts, floods, excessive cold or heat, hurricanes or other storms, could impair the health or
growth of our flocks, production or availability of feed ingredients, or interfere with our operations due to power outages, fuel shortages, damage
to our production and processing facilities or disruption of transportation channels, among other things. Any of these factors could have an
adverse effect on our financial results.

We may face significant costs for compliance with existing or changing environmental requirements and for potential environmental
obligations relating to current or discontinued operations.

Compliance with existing or changing environmental requirements, including more stringent limitations imposed or expected in
recently-renewed or soon-to be renewed environmental permits, will require capital expenditures for installation of new or upgraded pollution
control equipment at some of our facilities. In addition, a number of our facilities, that have been operating below capacity due to economic
conditions or where upgrades have been delayed or deferred, will require capital expenditures before production can be restored to
pre-bankruptcy levels in compliance with environmental requirements.

In the past, we have acquired businesses with operations such as pesticide and fertilizer production that involved greater use of hazardous
materials and generation of more hazardous wastes than our current operations. While many of those operations have been sold or closed, some
environmental laws impose strict and, in certain circumstances, joint and several liability for costs of investigation and remediation of
contaminated sites on current and former owners and operators of the sites, and on persons who arranged for disposal of wastes at such sites. In
addition, current owners or operators of such contaminated sites may seek to recover cleanup costs from us based on past operations or
contractual indemnifications.

New environmental requirements, stricter interpretations of existing environmental requirements, or obligations related to the investigation or
clean-up of contaminated sites, may materially affect our business or operations in the future.

JBS USA holds a majority of our common stock and has the ability to control the vote on most matters brought before the holders of
our common stock.

JBS USA holds a majority of the shares and voting power of our common stock and is entitled to appoint a majority of the members of our board
of directors. As a result, JBS USA will, subject to restrictions on its voting power and actions in a stockholders agreement between us and JBS
USA and our organization documents, have the ability to control our management, policies and financing decisions, elect a majority of the
members of our board of directors at the annual meeting and control the vote on most matters coming before the holders of our common stock.

We may not be able to fully achieve the anticipated synergy gains from the integration of our business with JBS USA.

While we have been able to realize substantial benefits through synergies since the JBS USA acquisition, we may not be able to fully achieve all
of the anticipated synergistic gains of the JBS USA acquisition within the time frames expected. The combined company�s ability to fully realize
the anticipated benefits of the acquisition depends, to a large extent, on our ability to continue to integrate our business with JBS USA. The
combination of two independent companies has been, and will continue to be a complex, costly and time-consuming process. As a result, the
combined company has been, and will continue to be required to devote significant management attention and resources to integrating the
business practices and
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operations of JBS USA and us. In addition, the on-going integration of the two companies could result in unanticipated problems, expenses,
liabilities, competitive responses, loss of customer and supplier relationships, and diversion of management�s attention. As a result, we cannot
make any affirmative guarantees that the full benefits of the transaction, including the synergies, cost savings or sales or growth opportunities
that we expect, will be fully realized within the anticipated time frame.

Our operations are subject to general risks of litigation.

We are involved on an on-going basis in litigation with our independent contract growers or arising in the ordinary course of business or
otherwise. Trends in litigation may include class actions involving consumers, shareholders, employees or injured persons, and claims relating to
commercial, labor, employment, antitrust, securities or environmental matters. Litigation trends and the outcome of litigation cannot be
predicted with certainty and adverse litigation trends and outcomes could adversely affect our financial results.

We depend on contract growers and independent producers to supply us with livestock.

We contract primarily with independent contract growers to raise the live chickens processed in our poultry operations. If we do not attract and
maintain contracts with growers or maintain marketing and purchasing relationships with independent producers, our production operations
could be negatively affected.

A material acquisition, joint venture or other significant initiative could affect our operations and financial condition.

We periodically evaluate potential acquisitions, joint ventures and other initiatives, and we may seek to expand our business through the
acquisition of companies, processing plants, technologies, products and services. These potential transactions may involve a number of risks,
including:

� failure to realize the anticipated benefits of the transaction;

� difficulty integrating acquired businesses, technologies, operations and personnel with our existing business;

� diversion of management attention in connection with negotiating transactions and integrating the businesses acquired;

� exposure to unforeseen or undisclosed liabilities of acquired companies; and

� the need to obtain additional debt or equity financing for any transaction.
We may not be able to address these risks and successfully develop these acquired companies or businesses into profitable units. If we are
unable to do this, such expansion could adversely affect our financial results.

Changes in consumer preference could negatively impact our business.

The food industry in general is subject to changing consumer trends, demands and preferences. Trends within the food industry change often,
and failure to identify and react to changes in these trends could lead to, among other things, reduced demand and price reductions for our
products, and could have an adverse effect on our financial results.

The consolidation of customers could negatively impact our business.

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

The following risks apply to the outstanding notes and will apply equally to the exchange notes.

Your right to receive payments on these notes is effectively subordinated to the rights of our existing and future secured creditors.
Further, the guarantees of these notes will be effectively subordinated to all of the guarantors� existing and future secured indebtedness.

Holders of our existing or future secured indebtedness and holders of existing or any future secured indebtedness of the guarantors will have
claims that are prior to your claims as holders of the notes to the extent of the value of the assets securing that other indebtedness. The notes will
be effectively subordinated to all of that secured indebtedness, including indebtedness under our exit credit facility. In the event of any
distribution or payment of our assets in any foreclosure, dissolution, winding-up, liquidation, reorganization or other bankruptcy proceeding,
holders of secured indebtedness will have a prior claim to those assets that constitute their collateral. Holders of the notes will participate in the
distribution or payment of our remaining assets ratably with all holders of our unsecured indebtedness that is deemed to be of the same class as
the notes, and potentially with all of our other general creditors, based upon the respective amounts owed to each holder or creditor. In any of the
foregoing events, we cannot assure you that there will be sufficient assets to pay amounts due on the notes. As a result, holders of notes may
receive less, ratably, than holders of secured indebtedness.

The notes and the note guarantees will be structurally subordinated to indebtedness and other liabilities of our non-guarantor
subsidiaries.

Not all of our subsidiaries will guarantee the notes, including our subsidiaries that conduct our Mexico operations. The notes and the note
guarantees will be structurally subordinated to the indebtedness and other liabilities of our non-guarantor subsidiaries, and noteholders will not
have any claim as a creditor against any such non-guarantor subsidiary. In addition, subject to certain limitations, the indenture governing the
notes and the credit agreement governing our exit credit facility permit our non-guarantor subsidiaries to incur additional indebtedness.

Our Mexican subsidiaries held identifiable assets of approximately $406.5 million as of June 26, 2011. None of our other non-guarantor
subsidiaries have significant assets (other than equity interests in certain of our other subsidiaries) or operations.

To service our indebtedness, we will require a significant amount of cash. Our ability to generate cash depends on many factors beyond
our control.

Our ability to make payments on and to refinance our indebtedness, including these notes, and to fund planned capital expenditures will depend
on our ability to generate cash in the future. This, to a certain extent, is subject to general economic, financial, competitive, legislative,
regulatory and other factors that are beyond our control.

We cannot assure you that our business will generate sufficient cash flow from operations or that future borrowings will be available to us under
our exit credit facility or otherwise in an amount sufficient to enable us to pay our indebtedness, including these notes, or to fund our other
liquidity needs. We may need to refinance all or a portion of our indebtedness, including these notes, on or before maturity. We cannot assure
you that we will be able to refinance any of our indebtedness, including our exit credit facility and these notes, on commercially reasonable
terms or at all.

The credit agreement governing our exit credit facility includes certain financial covenant requirements, including the maintenance of ratios
relating to our leverage and our interest coverage. If we do not meet these requirements, an event of default occurs under our existing credit
facility. Accordingly, the existence of outstanding borrowings or a default or event of default under our existing credit facility could adversely
affect our ability to have sufficient cash to pay our obligations, including these notes.

We and our subsidiaries may be able to incur substantial additional debt. This could further increase the risks associated with our
current debt levels.

We and our subsidiaries may be able to incur substantial additional indebtedness in the future. The terms of the indenture governing the notes do
not fully prohibit us or our subsidiaries from doing so. If new debt is added to our and our subsidiaries� current debt levels, the related risks that
we and they now face could intensify and our ability to satisfy our obligations with respect to the notes could be adversely affected.
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Our indebtedness could adversely affect our ability to operate our business and prevent us from fulfilling our obligations under the
notes.

On June 26, 2011, we had total indebtedness of $1,513.9 million, excluding letters of credit outstanding under our exit credit facility aggregating
$40.2 million. We also had the ability to borrow approximately $326.6 million under our credit facilities on June 26, 2011.

Our indebtedness could have important consequences to you. For example, it could:

� make it more difficult for us to satisfy our obligations with respect to the notes and our exit credit facility;

� limit our ability to obtain additional financing to fund our working capital, capital expenditures, debt service requirements or for
other purposes;

� limit our ability to use operating cash flow in other areas of our business because we must dedicate a portion of these funds to service
debt;

� limit our ability to compete with other companies who are not as highly leveraged;

� limit our ability to react to changing market conditions in our industry and in our customers� industries and to economic downturns;
and

� Limit our ability to pursue acquisitions and sell assets.
Our ability to make payments on and to refinance our debt, including the exit credit facility, will depend on our ability to generate cash in the
future. This, to a certain extent, is subject to various business factors (including, among others, the commodity prices of feed ingredients and
chicken) and general economic, financial, competitive, legislative, regulatory, and other factors that are beyond our control. We may need to
refinance all or a portion of our debt on or before maturity. There can be no assurance that we will be able to refinance any of our debt on
commercially reasonable terms or at all.

Our debt agreements contain operating and financial restrictions that might constrain our business and financing activities.

The restrictive covenants in the indenture governing the notes, the credit agreement governing our exit credit facility and any future financing
agreements, could adversely affect our ability to finance future operations or capital needs or to engage, expand or pursue our business activities.
For example, the indenture governing the notes and the credit agreement governing our existing credit facility contain financial and other
restrictive covenants that will limit our ability, and the ability of certain of our subsidiaries, to, among other things:

� pay dividends or make other distributions;

� purchase equity interests or redeem subordinated indebtedness early;

� make certain investments or capital expenditures;
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� create or incur additional indebtedness; and

� create or incur certain liens; and

� sell assets or merge or consolidate with another company or engage in change of control transactions.
In addition, the exit credit facility will require us and certain of our subsidiaries to maintain certain financial ratios and meet certain tests,
including senior secured leverage and interest coverage ratios. Covenants in the exit credit facility also require us to use a portion of our cash
flow and the proceeds we receive from specified asset sales, debt or equity issuances and certain other events to repay outstanding borrowings
under the exit credit facility. These covenants may have important consequences on our operations, including, without limitation, restricting our
ability to obtain additional financing and potentially limiting their ability to adjust to rapidly changing market conditions.

Any default under our existing credit facility or indenture could adversely affect our business and our financial condition and results of
operations, and would impact our ability to obtain financing in the future. If we fail to satisfy the covenants set forth in our exit credit facility or
another event of default occurs thereunder, the maturity of the loan could be accelerated or we could be prohibited from borrowing for our future
working capital needs and issuing letters of credit. An event of default may also allow the creditors to accelerate any other debt to which a
cross-acceleration or cross-default provision applies. We might not have, or be able to obtain, sufficient funds to make these immediate
payments. Should we desire to undertake a transaction that is prohibited by the covenants in the indenture governing the notes or credit
agreement governing our exit credit facility, we will need to obtain consent under the indenture and our existing credit facility. Such refinancing
may not be possible or may not be available on commercially acceptable terms, or at all. In addition, our
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obligations under our exit credit facility are secured by substantially all of our assets, including our inventory, receivables and pledged cash
assets. If we are unable to repay our indebtedness under our exit credit facility when due, the lenders could seek to foreclose on these assets. Any
of these outcomes could have a material adverse effect on our business, financial condition and results of operations.

Applicable law allows courts, under specific circumstances, to limit or void guarantees and require holders of the notes to return
payments received from guarantors.

Our creditors and the creditors of the guarantors could challenge guarantees as fraudulent transfers or on other grounds. Under US federal
bankruptcy laws and comparable provisions of US state fraudulent transfer laws, a guarantee by the applicable guarantor could be voided or
claims in respect of a guarantee could be subordinated to all other debts of that guarantor if, among other things, the guarantor, at the time it
incurred the indebtedness evidenced by its guarantee:

� Either:

� intended to hinder, defraud or delay present or future creditors; or

� received less than the reasonably equivalent value or fair consideration for the incurrence of such guarantee; and

� Either:

� was insolvent or rendered insolvent by reason of such incurrence; or

� was engaged in a business or transaction, or was about to engage in a business or transaction, for which the guarantor�s
remaining assets constituted unreasonably small capital to carry on its business; or

� intended to incur, or believed that it would incur, debt beyond its ability to pay such debt as it matured.
A US court likely would find that a guarantor did not receive equivalent value or fair consideration for its guarantee of the notes unless it
benefited directly or indirectly from the issuance of the notes. If a court voided a guarantee by one or more of our subsidiaries, or held it
unenforceable for any reason, holders of the notes would cease to have a claim against that subsidiary based upon the guarantee and would
solely be creditors of us and any guarantor whose guarantee was not voided or held unenforceable.

The measures of insolvency for purposes of these fraudulent transfer laws will vary depending upon the law applied in any proceeding to
determine whether a fraudulent transfer has occurred. Generally, however, under US laws a guarantor would be considered insolvent if:

� the sum of its debts, including contingent liabilities, was greater than the fair saleable value of all of its assets;

� the present fair saleable value of its assets was less than the amount that would be required to pay its probable liability on its existing
debts, including contingent liabilities, as they become absolute and mature; or

� it could not pay its debts as they become due.
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We cannot assure you what standard a court would apply in making these determinations or, regardless of the standard, whether or not a court
would limit or void any of the guarantees of the notes.

Any future note guarantees provided after the notes are issued could also be avoided by a trustee in bankruptcy.

The indenture governing the notes provides that certain of our future subsidiaries will guarantee the notes. Any future note guarantee for the
benefit of the noteholders might be avoidable by the grantor (as debtor-in-possession) or by its trustee in bankruptcy or other third parties if
certain events or circumstances exist or occur. For instance, if the entity granting the future note guarantee were insolvent at the time of the grant
and if such grant was made within 90 days, or in certain circumstances, a longer period, before that entity commenced a bankruptcy proceeding,
and the granting of the future note guarantee enabled the noteholders to receive more than they would if the grantor were liquidated under
chapter 7 of the US Bankruptcy Code, then such note guarantee could be avoided as a preferential transfer.

We may not be able to fulfill our repurchase obligations with respect to the notes upon a change of control or an asset sale.

If we experience certain change of control events, we are required by the indenture governing the notes to offer to repurchase all outstanding
notes at a repurchase price equal to 101% of the principal amount of notes repurchased, plus accrued and unpaid interest to the applicable
repurchase date. In addition, under certain circumstances, if we sell assets and
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fail to apply the net proceeds therefrom as provided in the indenture, we must offer to repurchase the notes at a repurchase price equal to 100%
of the principal amount of the notes repurchased, plus accrued and unpaid interest to the applicable repurchase date. The terms of our exit credit
facility provide, and the instruments governing our future indebtedness may also provide, that certain change of control events or asset sales will
constitute events of default thereunder. Such defaults could result in amounts outstanding under our exit credit facility and such other
indebtedness becoming immediately due and payable.

If a change of control event or an asset sale were to occur, we cannot assure you that we would have sufficient funds to repay any notes that they
would be required to offer to purchase or that would become immediately due and payable as a result of such change of control event or asset
sale. We may require additional financing from third parties to fund any such repurchases, and we cannot assure you that we would be able to
obtain additional financing on satisfactory terms or at all. Our failure to repay noteholders who tender notes for repurchase following a change of
control event could result in an event of default under the indenture governing the notes. Any future indebtedness to which we become a party
may also prohibit us from purchasing notes. If a change of control event or an asset sale occurs at a time when we are prohibited from
purchasing notes, we may have to either seek the consent of the applicable lenders to the purchase of notes or attempt to refinance the
borrowings that contain such prohibition. Our failure to obtain such a consent or to refinance such borrowings may preclude us from purchasing
tendered notes and trigger an event of default under the indenture governing the notes, which may, in turn, constitute a default under our exit
credit facility and any other indebtedness.

Noteholders may not be able to determine when a change of control giving rise to mandatory repurchase rights has occurred following a
sale of �substantially all� of our assets and our restricted subsidiaries� assets.

The definition of change of control in the indenture governing the notes includes a phrase relating to the direct or indirect sale, transfer,
conveyance or other disposition of �all or substantially all� of our assets and our restricted subsidiaries� assets. There is no precise established
definition of the phrase �substantially all� under applicable law. Accordingly, the ability of a noteholder to require us to repurchase notes as a
result of a sale, transfer, conveyance or other disposition of less than all of our assets and our restricted subsidiaries� assets to another individual,
group or entity may be uncertain.

No active trading market exists for the notes and, if an active trading market for the notes does not develop, you may not be able to
resell them.

The notes are securities for which there is currently no public market. We do not intend to file an application to have the notes listed on any
securities exchange or included for quotation on any automated dealer quotation system. There is no established public trading market for the
notes, and an active trading market may not develop. If no active trading market develops, you may not be able to resell your notes at their fair
market value or at all. Future trading prices of the notes will depend on many factors, including, among other things prevailing interest rates, our
financial condition and results of operations, the volume of noteholders and the market for similar securities. Certain financial institutions have
informed us that they intend to make a market in the notes after the exchange offer is completed. However, these financial institutions may cease
their market-making efforts at any time without notice.

Recently, the market for debt securities has been subject to disruptions that have caused substantial volatility in the prices of securities similar to
the notes. We cannot assure you that the market, if any, for the notes will be free from similar disruptions or that any such disruptions may not
adversely affect the prices at which noteholders may sell their notes.

If a bankruptcy petition were filed by or against us, holders of notes may receive a lesser amount for their claim than they would have
been entitled to receive under the indenture governing the notes.

If a bankruptcy petition were filed by or against us under the US Bankruptcy Code after the issuance of the notes, the claim by any holder of the
notes for the principal amount of the notes may be limited to an amount equal to the sum of:

� the original issue price for the notes; and

� that portion of the original issue discount that does not constitute �unmatured interest� for purposes of the US Bankruptcy Code.
Any original issue discount that was not amortized as of the date of the bankruptcy filing would constitute unmatured interest. Accordingly,
holders of the notes under these circumstances may receive a lesser amount than they would be entitled to receive under the terms of the
indenture governing the notes, even if sufficient funds are available.
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We are permitted to create unrestricted subsidiaries, which will not be subject to any of the covenants in the indenture, and we may not
be able to rely on the cash flow or assets of those unrestricted subsidiaries to pay our indebtedness.

Unrestricted subsidiaries will not be subject to the covenants under the indenture governing the notes. Unrestricted subsidiaries may enter into
financing arrangements that limit their ability to make loans or other payments to fund payments in respect of the notes. Accordingly, we may
not be able to rely on the cash flow or assets of unrestricted subsidiaries to pay any of our indebtedness, including the notes.

We may choose to redeem notes when prevailing interest rates are relatively low.

We may choose to redeem the notes from time to time, especially when prevailing interest rates are lower than the rate borne by the notes. If
prevailing rates are lower at the time of redemption, you would not be able to reinvest the redemption proceeds in a comparable security at an
effective interest rate as high as the interest rate on the notes being redeemed. Our redemption right also may adversely impact your ability to
sell your notes as the optional redemption date or period approaches.

An adverse rating of the notes may cause their trading price to fall.

If a rating agency rates the notes, it may assign a rating that is lower than the rating expected by the noteholders. Ratings agencies also may
lower ratings on the notes or any of our other debt in the future. If rating agencies assign a lower than-expected rating or reduce, or indicate that
they may reduce, their ratings of our debt in the future, the trading price of the notes could significantly decline.
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DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

Statements of our intentions, beliefs, expectations or predictions for the future, denoted by the words �anticipate,� �believe,� estimate,� �expect,�
�project,� �imply,� �intend,� �foresee� and similar expressions, are forward-looking statements that reflect our current views about future events and are
subject to risks, uncertainties and assumptions. Such risks, uncertainties and assumptions include those identified in the �Risk Factors,� section of
this prospectus, those identified in the information incorporated by reference into this prospectus, and the following:

� Matters affecting the chicken industry generally, including fluctuations in the commodity prices of feed ingredients and chicken;

� Our ability to fully achieve all of the anticipated synergistic gains related to the purchase by JBS USA of a majority of our common
stock within the time frames expected;

� Our ability to obtain and maintain commercially reasonable terms with vendors and service providers;

� Our ability to maintain contracts that are critical to our operations;

� Our ability to retain management and other key individuals;

� Certain of our reorganization and exit or disposal activities, including selling assets, idling facilities, reducing production and
reducing workforce, resulted in reduced capacities and sales volumes and may have a disproportionate impact on our income relative
to the cost savings;

� Risk that the amounts of cash from operations together with amounts available under our credit facilities will not be sufficient to
fund our operations;

� Management of our cash resources, particularly in light of our substantial leverage;

� Restrictions imposed by, and as a result of, our substantial leverage;

� Additional outbreaks of avian influenza or other diseases, either in our own flocks or elsewhere, affecting our ability to conduct our
operations and/or demand for our poultry products;

� Contamination of our products, which has previously and can in the future lead to product liability claims and product recalls;

� Exposure to risks related to product liability, product recalls, property damage and injuries to persons, for which insurance coverage
is expensive, limited and potentially inadequate;

� Changes in laws or regulations affecting our operations or the application thereof;
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� New immigration legislation or increased enforcement efforts in connection with existing immigration legislation could cause our
costs of doing business to increase, cause us to change the way in which we do business or otherwise disrupt our operations;

� Competitive factors and pricing pressures or the loss of one or more of our largest customers;

� Currency exchange rate fluctuations, trade barriers, exchange controls, expropriation, changes in law and policy and other risks
associated with foreign operations;

� Our ability to re-open our idled facilities in the manner and on the time schedule planned due to, among other things, our dependence
on commodity prices and economic conditions;

� Disruptions in international markets and distribution channels;

� Our ability to maintain favorable labor relations with our employees and our compliance with labor laws;

� Extreme weather or natural disasters;

� Costs for compliance with existing or changing environmental requirements and for potential environmental obligations relating to
our operations;

� The impact of uncertainties of litigation; and

� Other risks described in this prospectus and in our filings with the SEC.
Actual results could differ materially from those projected in forward-looking statements as a result of these factors, among others, many of
which are beyond our control.

In making these statements, we are not undertaking, and specifically decline to undertake, any obligation to address or update each or any factor
in future filings or communications regarding our business or results, and we are not undertaking to address how any of these factors may have
caused changes to information contained in previous filings or communications.
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Although we have attempted to list comprehensively these important cautionary risk factors, we must caution investors and others that other
factors may in the future prove to be important and affecting our business or results of operations.

MARKET AND INDUSTRY DATA

The references in this prospectus or incorporated herein by reference to market positions or market share are based on information derived from
annual reports, trade publications and management estimates, which, in each case, we believe are reliable. Market share data is subject to
change, however, and is subject to (1) limits on the availability and reliability of raw data, particularly in the case of market research performed
by us, (2) the voluntary nature of the data gathering process and (3) other limitations and uncertainties inherent in any statistical survey of
market share. We have not independently verified any of the data from third party sources nor have we ascertained the underlying economic
assumptions relied on therein.

TRADEMARKS AND TRADE NAMES

This prospectus includes trademarks which are protected under applicable intellectual property laws and are the property of the issuer or its
subsidiaries. This prospectus also contains trademarks, service marks, trade names and copyrights, of other companies, which are the property of
their respective owners. Solely for convenience, trademarks and trade names referred to in this prospectus may appear without the ® or � symbols,
but such references are not intended to indicate, in any way, that we will not assert, to the fullest extent under applicable law, our rights or the
right of the applicable licensor to these trademarks and trade names.

USE OF PROCEEDS

We will not receive any cash proceeds from the issuance of the exchange notes pursuant to the exchange offer. In consideration for issuing the
exchange notes as contemplated in this prospectus, we will receive in exchange a like principal amount of outstanding notes, the terms of which
are identical in all material respects to the exchange notes, except that the exchange notes will not contain terms with respect to transfer
restrictions, registration rights and special interest for failure to observe certain obligations in the registration rights agreement. The outstanding
notes surrendered in exchange for the exchange notes will be retired and cancelled and cannot be reissued. Accordingly, the issuance of the
exchange notes will not result in any change in our capitalization.
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THE EXCHANGE OFFER

Purpose and Effect of the Exchange Offer

The outstanding notes were sold on December 14, 2010 to qualified institutional buyers (as defined in Rule 144A under the Securities Act) in
reliance on Rule 144A, and to persons in offshore transactions in reliance on Regulation S under the Securities Act. We entered into a
registration rights agreement with the initial purchasers of the private offering pursuant to which we issued the outstanding notes in which we
agreed, under certain circumstances, to file a registration statement relating to an offer to exchange the outstanding notes for exchange notes no
later than 270 days after the issue date of the outstanding notes to use commercially reasonable efforts to cause such registration statement to be
declared effective under the Securities Act no later than 360 days after the issue date of the outstanding notes and to commence the exchange
offer and use all commercially reasonable efforts to issue, on or prior to 30 business days after the effectiveness of such registration statement,
the exchange notes. The exchange notes will have terms identical in all material respects to the outstanding notes, except that the exchange notes
will not contain terms with respect to transfer restrictions, registration rights and special interest for failure to observe certain obligations in the
registration rights agreement.

Under the circumstances set forth below, we will use commercially reasonable efforts to cause the SEC to declare effective a shelf registration
statement with respect to the resale of the outstanding notes within the time periods specified in the registration rights agreement and keep the
statement effective for two years after the effective date of the shelf registration statement, subject to extension under the terms of the
registration rights agreement, or such shorter period terminating when there are no Registrable Securities (as defined in the registration rights
agreement) outstanding. These circumstances include:

� if because the exchange offer is not permitted by applicable law or SEC policy, we are not (a) required to file the Exchange Offer
Registration Statement (as defined in the registration rights agreement) or (b) permitted to consummate the exchange offer; or

� if any holder of notes notifies us prior to the 20th business day following the consummation of the exchange offer that (a) it is
prohibited by law or SEC policy from participating in the exchange offer, (b) it may not resell the exchange notes acquired by it in
the exchange offer to the public without delivering a prospectus and this prospectus is not appropriate or available for such resales, or
(c) it is a broker-dealer and owns outstanding notes acquired directly from us or an affiliate.

Except for certain circumstances specified in the registration rights agreement, if (1) we fail to file a registration statement relating to the
exchange offer or a shelf registration statement required by the registration rights agreement on or before the date specified for such filing, (2) a
registration statement relating to the exchange offer or a shelf registration statement has not become or been declared effective by the deadlines
set forth in the registration rights agreement, (3) the exchange offer has not been consummated by the deadline above, or (4) a registration
statement relating to the notes has been declared effective and such registration statement ceases to be effective or usable in connection with
resales of Registrable Securities at any time during the applicable registration period (subject to certain exceptions) (each of (1), (2), (3) and
(4) above, a �Registration Default�), then special interest shall be assessed as follows:

With respect to the first 90-day period immediately following the occurrence of the first Registration Default, special interest will be paid in an
amount equal to 0.25% per annum over the interest rate otherwise provided for under the outstanding notes. The amount of the special interest
will increase by an additional 0.25% per annum with respect to each subsequent 90-day period until all Registration Defaults have been cured,
up to a maximum amount of special interest for all Registration Defaults of 1% per annum over the interest rate otherwise provided for under the
outstanding notes. Following the cure of all Registration Defaults, the accrual of special interest will cease.

If you wish to exchange your outstanding notes for exchange notes in the exchange offer, you will be required to make the following
representations:

� you are not our affiliate within the meaning of Rule 405 of the Securities Act;

� you have no arrangement or understanding with any person to participate in a distribution (within the meaning of the Securities Act)
of the exchange notes in violation of the provisions of the Securities Act;
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� if you are not a broker-dealer, that you are not engaged in, and do not intend to engage in, a distribution of the exchange notes; and

� you are acquiring the exchange notes in the ordinary course of your business.
Each broker-dealer that receives exchange notes for its own account in exchange for outstanding notes, where the broker-dealer acquired the
outstanding notes as a result of market-making activities or other trading activities, must
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acknowledge that it will deliver a prospectus in connection with any resale of such exchange notes. See �Plan of Distribution.�

Resale of Exchange Notes

Based on interpretations by the SEC set forth in no-action letters issued to third parties, we believe that you may resell or otherwise transfer
exchange notes issued in the exchange offer without complying with the registration and prospectus delivery provisions of the Securities Act if:

� you are not our affiliate within the meaning of Rule 405 under the Securities Act;

� you do not have an arrangement or understanding with any person to participate in a distribution of the exchange notes;

� you are not engaged in, and do not intend to engage in, a distribution of the exchange notes; and

� you are acquiring the exchange notes in the ordinary course of your business.
If you are our affiliate, or are engaging in, or intend to engage in, or have any arrangement or understanding with any person to participate in, a
distribution of the exchange notes, or are not acquiring the exchange notes in the ordinary course of your business:

� you cannot rely on the position of the SEC set forth in Morgan Stanley & Co. Incorporated (available June 5, 1991) and Exxon
Capital Holdings Corporation (available May 13, 1988), as interpreted in the SEC�s letter to Shearman & Sterling, dated July 2,
1993, or similar no-action letters; and

� in the absence of an exception from the position stated immediately above, you must comply with the registration and prospectus
delivery requirements of the Securities Act in connection with any resale of the exchange notes.

This prospectus may be used for an offer to resell, resale or other transfer of exchange notes only as specifically set forth in this prospectus. With
regard to broker-dealers, only broker-dealers that acquired the outstanding notes as a result of market-making activities or other trading activities
may participate in the exchange offer. Each broker-dealer that receives exchange notes for its own account in exchange for outstanding notes,
where such outstanding notes were acquired by such broker-dealer as a result of market-making activities or other trading activities, must
acknowledge that it will deliver a prospectus in connection with any resale of the exchange notes. Read �Plan of Distribution� for more details
regarding the transfer of exchange notes.

Our belief that the exchange notes may be offered for resale without compliance with the registration or prospectus delivery provisions of the
Securities Act is based on interpretations of the SEC for other exchange offers that the SEC expressed in some of its no-action letters to other
issuers in exchange offers like ours. We cannot guarantee that the SEC would make a similar decision about our exchange offer. If our belief is
wrong, or if you cannot truthfully make the representations mentioned above, and you transfer any exchange note issued to you in the exchange
offer without meeting the registration and prospectus delivery requirements of the Securities Act, or without an exemption from such
requirements, you could incur liability under the Securities Act. We are not indemnifying you for any such liability.

Terms of the Exchange Offer

On the terms and subject to the conditions set forth in this prospectus and in the accompanying letter of transmittal, we will accept for exchange
in the exchange offer any outstanding notes that are validly tendered and not validly withdrawn prior to the expiration date. Outstanding notes
may only be tendered in minimum denominations of $2,000 and integral multiples of $1,000 in excess of $2,000. We will issue exchange notes
in principal amount identical to outstanding notes surrendered in the exchange offer.

The form and terms of the exchange notes will be identical in all material respects to the form and terms of the outstanding notes except the
exchange notes will be registered under the Securities Act, will not bear legends restricting their transfer and will not provide for any special
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interest upon our failure to fulfill our obligations under the registration rights agreement to complete the exchange offer, or file, and cause to be
effective, a shelf registration statement, if required thereby, within the specified time period. The exchange notes will evidence the same debt as
the outstanding notes. The exchange notes will be issued under and entitled to the benefits of the indenture governing the notes. For a description
of the indenture governing the notes, see �Description of the Notes.�

The exchange offer is not conditioned upon any minimum aggregate principal amount of outstanding notes being tendered for exchange.
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As of the date of this prospectus, $500,000,000 aggregate principal amount of the 7.875% Senior Notes due 2018 are outstanding. This
prospectus and the letter of transmittal are being sent to all registered holders of outstanding notes. There will be no fixed record date for
determining registered holders of outstanding notes entitled to participate in the exchange offer. We intend to conduct the exchange offer in
accordance with the provisions of the registration rights agreement, the applicable requirements of the Securities Act and the Exchange Act, and
the rules and regulations of the SEC. Outstanding notes that are not tendered for exchange in the exchange offer will remain outstanding and
continue to accrue interest and will be entitled to the rights and benefits such holders have under the indenture governing the notes except we
will not have any further obligation to you to provide for the registration of the outstanding notes under the registration rights agreement.

We will be deemed to have accepted for exchange properly tendered outstanding notes when we have given written notice of the acceptance to
the exchange agent. The exchange agent will act as agent for us for the purposes of receiving the outstanding notes from the holders and
delivering the outstanding notes to us, or upon our order, to the Trustee, for the benefit of the holders. Subject to the terms of the registration
rights agreement, we expressly reserve the right to amend or terminate the exchange offer and to refuse to accept the occurrence of any of the
conditions specified below under ��Conditions to the Exchange Offer.�

If you tender your outstanding notes in the exchange offer, you will not be required to pay brokerage commissions or fees or, subject to the
instructions in the letter of transmittal, transfer taxes with respect to the exchange of outstanding notes. We will pay all charges and expenses,
other than certain applicable taxes described below in connection with the exchange offer. It is important that you read ��Fees and Expenses� below
for more details regarding fees and expenses incurred in the exchange offer.

If you are a broker-dealer and receive exchange notes for your own account in exchange for outstanding notes that you acquired as a result of
market-making activities or other trading activities, you must acknowledge that you will deliver this prospectus in connection with any resale of
the exchange notes and that you did not purchase your outstanding notes from us or any of our affiliates. Read �Plan of Distribution� for more
details regarding the transfer of exchange notes.

We make no recommendation to you as to whether you should tender or refrain from tendering all or any portion of your outstanding
notes into this exchange offer. In addition, no one has been authorized to make this recommendation. You must make your own decision
whether to tender into this exchange offer and, if so, the aggregate amount of outstanding notes to tender after reading this prospectus
and the letter of transmittal and consulting with your advisors, if any, based on your financial position and requirements.

Expiration Date, Extensions and Amendments

The exchange offer expires at 5:00 p.m., New York City time, on                 , 2011, which we refer to as the �expiration date�. However, if we, in
our sole discretion, extend the period of time for which the exchange offer is open, the term �expiration date� will mean the latest date to which we
shall have extended the expiration of the exchange offer.

To extend the period of time during which the exchange offer is open, we will notify the exchange agent of any extension by written notice,
followed by notification by press release or other public announcement to the registered holders of the outstanding notes no later than 9:00 a.m.,
New York City time, on the next business day after the previously scheduled expiration date.

We reserve the right, in our sole discretion:

� to delay accepting for exchange any outstanding notes (only in the case that we amend or extend the exchange offer);

� to extend the expiration date and retain all outstanding notes tendered in the exchange offer, subject to your right to withdraw your
tendered outstanding notes as described under ��Withdrawal Rights�;

� to terminate the exchange offer if we determine that any of the conditions set forth below under ��Conditions to the Exchange Offer�
have not been satisfied; and
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� subject to the terms of the registration rights agreement, to amend the terms of the exchange offer in any manner or waive any
condition to the exchange offer. In the event of a material change in the exchange offer, including the waiver of a material condition,
we will extend the offer period, if necessary, so that at least five business days remain in such offer period following notice of the
material change.

Any delay in acceptance, extension, termination or amendment will be followed as promptly as practicable by written notice (which may take
the form of a press release or other public announcement) to the registered holders of the outstanding notes. If we amend the exchange offer in a
manner that we determine to constitute a material change, or if we waive a
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material condition to the exchange offer, we will promptly disclose the amendment in a manner reasonably calculated to inform the holders of
applicable outstanding notes of that amendment.

In the event we terminate the exchange offer, all outstanding notes previously tendered and not accepted for payment will be returned promptly
to the tendering holders.

Conditions to the Exchange Offer

Despite any other term of the exchange offer, we will not be required to accept for exchange, or to issue exchange notes in exchange for, any
outstanding notes and we may terminate or amend the exchange offer as provided in this prospectus prior to the expiration date if in our
reasonable judgment:

� the exchange offer or the making of any exchange by a holder violates any applicable law or interpretation of the SEC or any order
of any government agency or court of competent jurisdiction;

� any action or proceeding has been instituted or threatened in writing in any court or by or before any governmental agency with
respect to the exchange offer that might reasonably be expected to impair our ability to proceed with the exchange offer.

In addition, we will not be obligated to accept for exchange the outstanding notes of any holder that has not made to us:

� the representations described under ��Purpose and Effect of the Exchange Offer�; or

� any other representations as may be reasonably necessary under applicable SEC rules, regulations or interpretations to make
available to us an appropriate form for registration of the exchange notes under the Securities Act.

We expressly reserve the right at any time or at various times to extend the period of time during which the exchange offer is open.
Consequently, we may delay acceptance of any outstanding notes by giving written notice of such extension to the holders. We will return any
outstanding notes that we do not accept for exchange for any reason without expense to the tendering holder promptly after the expiration or
termination of the exchange offer. We also expressly reserve the right to amend or terminate the exchange offer and to reject for exchange any
outstanding notes not previously accepted for exchange, if we determine that any of the conditions of the exchange offer specified above have
not been satisfied. We will give written notice of any extension, amendment, non-acceptance or termination to the holders of the outstanding
notes as promptly as practicable. In the case of any extension, such notice will be issued no later than 9:00 a.m., New York City time, on the
next business day after the previously scheduled expiration date. Written notice to the holders may take the form of a press release or other
public announcement.

We reserve the right to waive any defects, irregularities or conditions to the exchange as to particular outstanding notes. These conditions are for
our sole benefit, and we may assert them regardless of the circumstances that may give rise to them or waive them in whole or in part at any or at
various times prior to the expiration of the exchange offer in our sole discretion. If we fail at any time to exercise any of the foregoing rights, this
failure will not constitute a waiver of such right. Each such right will be deemed an ongoing right that we may assert at any time or at various
times prior to the expiration of the exchange offer.

In addition, we will not accept for exchange any outstanding notes tendered, and will not issue exchange notes in exchange for any such
outstanding notes, if at such time any stop order is threatened or in effect with respect to the registration statement of which this prospectus
constitutes a part or the qualification of the indenture governing the notes under the Trust Indenture Act of 1939, as amended.

Procedures for Tendering Outstanding Notes

To tender your outstanding notes in the exchange offer, you must comply with either of the following:
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� in the case of certificated, non-global notes, complete, sign and date the letter of transmittal, or a facsimile of the letter of transmittal,
have the signature(s) on the letter of transmittal guaranteed if required by the letter of transmittal and mail or deliver such letter of
transmittal or facsimile thereof to the exchange agent at the address set forth below under ��Exchange Agent� prior to the expiration
date; or

� in the case of global notes, comply with DTC�s Automated Tender Offer Program procedures described below.
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In addition:

� the exchange agent must, in the case of certificated, non-global notes, receive certificates for outstanding notes along with the letter
of transmittal prior to the expiration of the exchange offer;

� the exchange agent, in the case of global notes, must receive a timely confirmation of book-entry transfer of outstanding notes into
the exchange agent�s account at DTC according to the procedures for book-entry transfer described below and a properly transmitted
agent�s message prior to the expiration of the exchange offer; or

� you must comply with the guaranteed delivery procedures described below.
The term �agent�s message� means a message transmitted by DTC, received by the exchange agent and forming part of the book-entry
confirmation, which states that:

� DTC has received an express acknowledgment from a participant in its Automated Tender Offer Program that is tendering
outstanding notes that are the subject of the book-entry confirmation;

� the participant has received and agrees to be bound by the terms of the letter of transmittal or, in the case of an agent�s message
relating to guaranteed delivery, that such participant has received and agrees to be bound by the notice of guaranteed delivery; and

� we may enforce that agreement against such participant.
DTC is referred to herein as a �book-entry transfer facility.�

Your tender, if not withdrawn prior to the expiration of the exchange offer, constitutes an agreement between us and you upon the terms and
subject to the conditions described in this prospectus and in the letter of transmittal.

The method of delivery of outstanding notes, letters of transmittal and all other required documents to the exchange agent is at your election and
risk. Delivery of such documents will be deemed made only when actually received by the exchange agent. We recommend that instead of
delivery by mail, you use an overnight or hand delivery service, properly insured. If you determine to make delivery by mail, we suggest that
you use properly insured, registered mail with return receipt requested. In all cases, you should allow sufficient time to assure timely delivery to
the exchange agent before the expiration of the exchange offer. Letters of transmittal and certificates representing outstanding notes should be
sent only to the exchange agent, and not to us or to any book-entry transfer facility. No alternative, conditional or contingent tenders of
outstanding notes will be accepted. You may request that your broker, dealer, commercial bank, trust company or nominee effect the above
transactions for you.

If you are a beneficial owner whose outstanding notes are registered in the name of a broker, dealer, commercial bank, trust company or other
nominee and you wish to tender your outstanding notes, you should promptly contact the registered holder and instruct the registered holder to
tender on your behalf. If you wish to tender the outstanding notes yourself, you must, prior to completing and executing the letter of transmittal
and delivering your outstanding notes, either:

� make appropriate arrangements to register ownership of the outstanding notes in your name; or

� obtain a properly completed bond power from the registered holder of outstanding notes.
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The transfer of registered ownership may take considerable time and may not be able to be completed prior to the expiration of the exchange
offer.

Signatures on the letter of transmittal or a notice of withdrawal (as described below in ��Withdrawal Rights�), as the case may be, must be
guaranteed by a member firm of a registered national securities exchange or of the Financial Industry Regulatory Authority (FINRA), a
commercial bank or trust company having an office or correspondent in the US or another �eligible guarantor institution� within the meaning of
Rule 17A(d)-15 under the Exchange Act unless the outstanding notes surrendered for exchange are tendered:

� by a registered holder of the outstanding notes who has not completed the box entitled �Special Registration Instructions� or �Special
Delivery Instructions� on the letter of transmittal; or

� for the account of an eligible guarantor institution.
If the letter of transmittal is signed by a person other than the registered holder of any outstanding notes listed on the outstanding notes, such
outstanding notes must be endorsed or accompanied by a properly completed bond power. The bond power must be signed by the registered
holder as the registered holder�s name appears on the outstanding notes, and an eligible guarantor institution must guarantee the signature on the
bond power.
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If the letter of transmittal, any certificates representing outstanding notes or bond powers are signed by trustees, executors, administrators,
guardians, attorneys-in-fact, officers of corporations or others acting in a fiduciary or representative capacity, those persons should also indicate
when signing and, unless waived by us, they should also submit evidence satisfactory to us of their authority to so act.

The exchange agent and DTC have confirmed that any financial institution that is a participant in DTC�s system may use DTC�s Automated
Tender Offer Program to tender outstanding notes. Participants in the program may, instead of physically completing and signing the letter of
transmittal and delivering it to the exchange agent, electronically transmit their acceptance of outstanding notes for exchange by causing DTC to
transfer the outstanding notes to the exchange agent in accordance with DTC�s Automated Tender Offer Program procedures for transfer. DTC
will then send an agent�s message to the exchange agent.

Book-Entry Delivery Procedures

Promptly after the date of this prospectus, the exchange agent will establish an account with respect to the outstanding notes at DTC, as the
book-entry transfer facility, for purposes of the exchange offer. Any financial institution that is a participant in the book-entry transfer facility�s
system may make book-entry delivery of the outstanding notes by causing the book-entry transfer facility to transfer those outstanding notes into
the exchange agent�s account at the facility in accordance with the facility�s procedures for such transfer. To be timely, book-entry delivery of
outstanding notes requires receipt of a confirmation of a book-entry transfer, or a �book-entry confirmation� and an agent�s message prior to the
expiration date.

Holders of outstanding notes who are unable to deliver confirmation of the book-entry tender of their outstanding notes into the exchange agent�s
account at the book-entry transfer facility or all other documents required by the letter of transmittal to the exchange agent prior to the expiration
of the exchange offer must tender their outstanding notes according to the guaranteed delivery procedures described below. Tender will not be
deemed made until such documents are received by the exchange agent. Delivery of documents to the book-entry transfer facility does not
constitute delivery to the exchange agent.

Guaranteed Delivery Procedures

If you wish to tender your outstanding notes, but your outstanding notes are not immediately available or you cannot deliver your outstanding
notes, the letter of transmittal or any other required documents to the exchange agent or comply with the procedures under DTC�s Automatic
Tender Offer Program in the case of outstanding notes, prior to the expiration date, you may still tender if:

� the tender is made through an eligible guarantor institution;

� prior to the expiration date of the exchange offer, the exchange agent receives from such eligible guarantor institution either a
properly completed and duly executed notice of guaranteed delivery, by facsimile transmission (if the notice of guaranteed delivery
does not require a signature guarantee), mail, or hand delivery or a properly transmitted agent�s message, that (1) sets forth your name
and address, the certificate number(s) of such outstanding notes, if in certificated, non-global form, and the principal amount of
outstanding notes tendered; (2) states that the tender is being made thereby; and (3) guarantees that, within three New York Stock
Exchange trading days after the expiration date, the letter of transmittal, or facsimile thereof, together with the outstanding notes, and
any other documents required by the letter of transmittal or a book-entry confirmation and agent�s message, will be deposited by the
eligible guarantor institution with the exchange agent; and

� the exchange agent receives the properly completed and executed letter of transmittal or facsimile thereof, with any required
signature guarantees, as well as certificate(s) representing all tendered outstanding notes in proper form for transfer and all other
documents required by the letter of transmittal or a book-entry confirmation of transfer of the outstanding notes into the exchange
agent�s account at DTC and agent�s message within three New York Stock Exchange trading days after the expiration date.

Upon request, the exchange agent will send to you a notice of guaranteed delivery if you wish to tender your outstanding certificated, non-global
notes according to the guaranteed delivery procedures.

Acceptance of Outstanding Notes for Exchange
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In all cases, we will promptly issue exchange notes for outstanding notes that we have accepted for exchange under the exchange offer only after
the exchange agent timely receives:

� outstanding notes or a timely book-entry confirmation of such outstanding notes into the exchange agent�s account at the book-entry
transfer facility; and
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� a properly completed and duly executed letter of transmittal and all other required documents or a properly transmitted agent�s
message.

In addition, each broker-dealer that is to receive exchange notes for its own account in exchange for outstanding notes must represent that such
outstanding notes were acquired by that broker-dealer as a result of market-making activities or other trading activities and must acknowledge
that it will deliver a prospectus that meets the requirements of the Securities Act in connection with any resale of the exchange notes. The letter
of transmittal states that by so acknowledging and by delivering a prospectus, a broker-dealer will not be deemed to admit that it is an
�underwriter� within the meaning of the Securities Act. See �Plan of Distribution.�

We will interpret the terms and conditions of the exchange offer, including the letter of transmittal and the instructions to the letter of transmittal,
and will resolve all questions as to the validity, form, eligibility, including time of receipt, and acceptance of outstanding notes tendered for
exchange. Our determinations in this regard will be final and binding on all parties. We reserve the absolute right to reject any and all tenders of
any particular outstanding notes not properly tendered or to not accept any particular outstanding notes if the acceptance might, in our or our
counsel�s judgment, be unlawful. We also reserve the absolute right to waive any defects or irregularities as to any particular outstanding notes
prior to the expiration of the exchange offer.

Unless waived, any defects or irregularities in connection with tenders of outstanding notes for exchange must be cured within such reasonable
period of time as we determine. Neither Pilgrim�s Pride, the exchange agent nor any other person will be under any duty to give notification of
any defect or irregularity with respect to any tender of outstanding notes for exchange, nor will any of them incur any liability for any failure to
give notification. Any certificates representing outstanding notes received by the exchange agent that are not properly tendered and as to which
the irregularities have not been cured or waived will be returned by the exchange agent to the tendering holder, unless otherwise provided in the
letter of transmittal, promptly after the expiration of the exchange offer or termination of the exchange offer.

Withdrawal Rights

Except as otherwise provided in this prospectus, you may withdraw your tender of outstanding notes at any time prior to 5:00 p.m., New York
City time, on the expiration date.

For a withdrawal to be effective:

� the exchange agent must, in the case of certificated, non-global notes, receive a written notice of withdrawal, which may be by
facsimile or letter, of withdrawal at its address set forth below under ��Exchange Agent�; or

� in the case of a global note, you must comply with the appropriate procedures of DTC�s Automated Tender Offer Program system.
Any notice of withdrawal must:

� specify the name of the person who tendered the outstanding notes to be withdrawn;

� identify the outstanding notes to be withdrawn, including the certificate numbers and principal amount of the outstanding notes; and

� where certificates for outstanding notes have been transmitted, specify the name in which such outstanding notes were registered, if
different from that of the withdrawing holder.

In the case of certificated, non-global notes, if certificates for outstanding notes have been delivered or otherwise identified to the exchange
agent, then, prior to the release of such certificates, you must also submit:

� the serial numbers of the particular certificates to be withdrawn; and
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� a signed notice of withdrawal with signatures guaranteed by an eligible institution unless you are an eligible guarantor institution.
If outstanding notes have been tendered pursuant to the procedures for book-entry transfer described above, any notice of withdrawal must
specify the name and number of the account at the book-entry transfer facility to be credited with the withdrawn outstanding notes and otherwise
comply with the procedures of the facility. We will determine all questions as to the validity, form and eligibility, including time of receipt of
notices of withdrawal, and our determination will be final and binding on all parties. Any outstanding notes so withdrawn will be deemed not to
have been validly tendered for exchange for purposes of the exchange offer. Any outstanding notes that have been tendered for exchange but
that are not exchanged for any reason will be returned to their holder, without cost to the holder, or, in the case of book-entry transfer, the
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outstanding notes will be credited to an account at the book-entry transfer facility, promptly after withdrawal, rejection of tender or termination
of the exchange offer. Properly withdrawn outstanding notes may be retendered by following the procedures described under ��Procedures for
Tendering Outstanding Notes� above at any time prior to the expiration of the exchange offer.

Exchange Agent

The Bank of New York Mellon has been appointed as the exchange agent for the exchange offer. The Bank of New York Mellon also acts as
trustee under the indenture governing the notes. You should direct all executed letters of transmittal and all questions and requests for assistance,
requests for additional copies of this prospectus or of the letter of transmittal and requests for notices of guaranteed delivery to the exchange
agent addressed as follows:

By Registered or

Certified Mail:

By Regular Mail: By Overnight Courier or Hand Delivery:

The Bank of New York Mellon

Corporate Trust Operations

Reorganization Unit

101 Barclay Street

7th Floor East

New York, NY 10286

Attn: Carolle Montreuil

The Bank of New York Mellon

Corporate Trust Operations

Reorganization Unit

101 Barclay Street

7th  Floor East

New York, NY 10286

Attn: Carolle Montreuil

The Bank of New York Mellon

Corporate Trust Operations

Reorganization Unit

101 Barclay Street

7th  Floor East

New York, NY 10286

Attn: Carolle Montreuil

By Facsimile Transmission
(eligible institutions only):

(212) 298-1915

To Confirm by Telephone:

(212) 815-5920
If you deliver the letter of transmittal or notice of guaranteed delivery to an address other than the one set forth above or transmit instructions via
facsimile (if the letter of transmittal or the notice of guaranteed delivery does not require a signature guarantee) to a number other than the one
set forth above, that delivery or those instructions will not be effective.

Fees and Expenses

The registration rights agreement provides that we will bear all expenses in connection with the performance of our obligations relating to the
registration of the exchange notes and the conduct of the exchange offer. These expenses include registration and filing fees, accounting and
legal fees and printing costs, among others. We will pay the exchange agent reasonable and customary fees for its services and reasonable
out-of-pocket expenses. We will also reimburse brokerage houses and other custodians, nominees and fiduciaries for customary mailing and
handling expenses incurred by them in forwarding this prospectus and related documents to their clients that are holders of outstanding notes and
for handling or tendering for such clients.

We have not retained any dealer-manager in connection with the exchange offer and will not pay any fee or commission to any broker, dealer,
nominee or other person, other than the exchange agent, for soliciting tenders of outstanding notes pursuant to the exchange offer.
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Accounting Treatment

We will record the exchange notes in our accounting records at the same carrying value as the outstanding notes, which is the aggregate
principal amount as reflected in our accounting records on the date of exchanges. Accordingly, we will not recognize any gain or loss for
accounting purposes upon the consummation of the exchange offer. We will record the expenses of the exchange offer as incurred.
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Transfer Taxes

We will pay all transfer taxes, if any, applicable to the exchanges of outstanding notes under the exchange offer. The tendering holder, however,
will be required to pay any transfer taxes, whether imposed on the registered holder or any other person, if:

� certificates representing outstanding notes for principal amounts not tendered or accepted for exchange are to be delivered
to, or are to be issued in the name of, any person other than the registered holder of outstanding notes tendered;

� tendered outstanding notes are registered in the name of any person other than the person signing the letter of transmittal; or

� a transfer tax is imposed for any reason other than the exchange of outstanding notes under the exchange offer.
If satisfactory evidence of payment of such taxes is not submitted with the letter of transmittal, the amount of such transfer taxes will be billed to
that tendering holder.

Holders who tender their outstanding notes for exchange will not be required to pay any transfer taxes. However, holders who instruct us to
register exchange notes in the name of, or request that outstanding notes not tendered or not accepted in the exchange offer be returned to, a
person other than the registered tendering holder will be required to pay any applicable transfer tax.

Consequences of Failure to Exchange

If you do not exchange your outstanding notes for exchange notes under the exchange offer, your outstanding notes will remain subject to the
restrictions on transfer of such outstanding notes:

� as set forth in the legend printed on the outstanding notes as a consequence of the issuance of the outstanding notes pursuant to the
exemptions from, or in transactions not subject to, the registration requirements of the Securities Act and applicable state securities
laws; and

� as otherwise set forth in the offering memorandum distributed in connection with the private offering of the outstanding notes.
In general, you may not offer or sell your outstanding notes unless they are registered under the Securities Act or if the offer or sale is exempt
from registration under the Securities Act and applicable state securities laws. Except as required by the registration rights agreement, we do not
intend to register resales of the outstanding notes under the Securities Act.

Other

Participating in the exchange offer is voluntary, and you should carefully consider whether to accept. You are urged to consult your financial and
tax advisors in making your own decision on what action to take.

We may in the future seek to acquire untendered outstanding notes in open market or privately negotiated transactions, through subsequent
exchange offers or otherwise. We have no present plans to acquire any outstanding notes that are not tendered in the exchange offer or to file a
registration statement to permit resales of any untendered outstanding notes.
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DESCRIPTION OF NOTES

In this description, the words �we,� �us,� �our� and the �Company� refers only to Pilgrim�s Pride Corporation and not to any of its subsidiaries. In
addition, in this description, the term �Holder� refers to the record holder of any note. You can find the definitions of certain terms used in this
description under the subheading ��Certain Definitions.�

The Company issued the outstanding notes and will issue the exchange notes under an indenture between the Company and The Bank of New
York Mellon, as trustee (the �Trustee�), dated as of the Issue Date. The terms of the notes include those stated in the indenture and those made part
of the indenture by reference to the Trust Indenture Act of 1939, as amended (the �Trust Indenture Act�).

The following description is a summary of the material provisions of the indenture and the registration rights agreement. It does not restate those
agreements in their entirety. We urge you to read the indenture and the registration rights agreement because they, and not this description,
define your rights as Holders of the notes. Copies of the indenture and the registration rights agreement are available as set forth elsewhere in
this prospectus under the caption �Available Information.�

Brief Description of the Exchange Notes and the Guarantees

The exchange notes:

� are general unsecured senior obligations of the Company;

� are effectively subordinated to all existing and future secured Indebtedness of the Company and of our Subsidiaries, including the
Existing U.S. Credit Facilities, to the extent of the value of the assets securing such Indebtedness and to all liabilities (including trade
payables) of our Subsidiaries that are not Guarantors;

� are equal in right of payment to all future and existing unsubordinated Indebtedness of the Company;

� will be senior in right of payment to any existing or future Subordinated Indebtedness of the Company (if any); and

� will be unconditionally guaranteed by the Guarantors.
As of June 26, 2011, we had approximately $963.4 million of outstanding secured Indebtedness (including the exit credit facility). Our
Subsidiaries that are not Guarantors had no outstanding Indebtedness as of December 26, 2010, except that (i) To-Ricos, Ltd. and To-Ricos
Distribution, Ltd., which are our Subsidiaries organized under the laws of Bermuda, are co-borrowers under the Existing U.S. Credit Facilities
and (ii) certain Foreign Restricted Subsidiaries and Foreign Subsidiary Holding Companies with respect to our Subsidiaries organized under the
laws of Mexico have guaranteed or are co-borrowers under the Existing Foreign Credit Facility.

The exchange notes will be guaranteed by all of the Company�s Domestic Restricted Subsidiaries that have incurred or guaranteed any
Indebtedness other than Excluded Indebtedness. Each guarantee of the exchange notes:

� will be a general unsecured senior obligation of the Guarantor;

� will be effectively subordinated to all existing and future secured Indebtedness (including secured guarantees of Indebtedness) of the
Guarantor to the extent of the value of the assets securing such Indebtedness and to all liabilities (including trade payables) of such
Guarantor�s Subsidiaries that are not also Guarantors;
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� will be equal in right of payment to all future and existing unsubordinated Indebtedness of the Guarantor; and

� will be senior in right of payment to any future Subordinated Indebtedness of the Guarantor (if any).
As of the date of this prospectus, our only Domestic Restricted Subsidiary that has incurred or guaranteed any Indebtedness other than Excluded
Indebtedness and, therefore, will be a Guarantor, is Pilgrim�s Pride Corporation of West Virginia, Inc., which is the guarantor under our exit
credit facility. As of June 26, 2011, Pilgrim�s Pride Corporation of West Virginia, Inc. had total assets (excluding net intercompany receivables)
of approximately $81.9 million and total net assets (excluding net intercompany receivables) of approximately $34.0 million.

The Company conducts all of its business in Mexico through its Subsidiaries that are organized under the laws of Mexico. Those Subsidiaries
will not guarantee the obligations under the notes. The Company�s Mexican Subsidiaries held identifiable assets of approximately $406.5 million
as of June 26, 2011. As of the date of this prospectus, none of our other Restricted Subsidiaries that are not Guarantors have significant assets
(other than Equity Interests in certain of our other Restricted Subsidiaries).
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Additional Notes

The Company is offering to exchange $500.0 million aggregate principal amount of 7.875% Senior Notes due 2018 that have been registered
under the Securities Act for any and all of our existing 7.875% Senior Notes due 2018. Subject to our compliance with the covenant described
under the subheading ��Certain Covenants�Incurrence of Indebtedness and Issuance of Preferred Stock,� we are entitled, without the consent of the
Holders, to issue additional notes under the indenture on the same terms and conditions as the notes being offered hereby in an unlimited
aggregate principal amount (the �Additional Notes�). The notes and the Additional Notes, if any, will be treated as a single class for all purposes of
the indenture, including waivers, amendments, redemptions and offers to purchase. Unless the context otherwise requires, for all purposes of the
indenture and this �Description of Notes,� references to the notes include any Additional Notes actually issued.

Principal, Maturity and Interest

The aggregate principal amount of the exchange notes is $500.0 million. The exchange notes will mature on December 15, 2018. Interest on the
exchange notes will accrue at the rate of 7.875% per annum and will be payable semi-annually in arrears on December 15 and June 15. The
Company will make each interest payment to the Holders of record on the immediately preceding December 1 and June 1 (whether or not a
business day). We will pay interest on overdue principal at 2% per annum in excess of the above rate and will pay interest on overdue
installments of interest at such higher rate to the extent lawful. Interest on the exchange notes will accrue from the date of original issuance or, if
interest has already been paid, from the date it was most recently paid. Interest will be computed on the basis of a 360-day year comprised of
twelve 30-day months.

All references in this �Description of Notes� to interest include Special Interest, if any.

Methods of Receiving Payments on the Notes

All payments on the notes will be made at the office or agency of the Paying Agent or the Trustee unless the Company elects to make interest
payments by check mailed to the Holders at their addresses set forth in the register of Holders.

Paying Agent and Registrar for the Notes

The Trustee will initially act as Paying Agent and Registrar. The Company may change the Paying Agent or Registrar without prior notice to the
Holders, and the Company or any of its Subsidiaries may act as Paying Agent or Registrar.

Transfer and Exchange

A Holder may transfer or exchange notes in accordance with the provisions of the indenture. The Registrar and the Trustee may require a
Holder, among other things, to furnish appropriate endorsements and transfer documents in connection with the transfer of the notes. No service
charge will be imposed by the Company, the Registrar or the Trustee for any registration of transfer or exchange of the notes, but the Company
may require a Holder to pay any taxes and fees required by law or permitted by the indenture. The Company is not required to transfer or
exchange any note selected for redemption. Also, neither the Company nor the Registrar is required to transfer or exchange any note for a period
of 15 days before a selection of notes to be redeemed.

The registered Holder of a note will be treated as the owner of it for all purposes.

Subsidiary Guarantees

The notes will be guaranteed (including as to the payment of principal, premium, if any, and interest on the notes), by each Domestic Restricted
Subsidiary of the Company (other than any Securitization Subsidiary that has entered into or established a Permitted Securitization Program)
that incurs or in any other manner becomes liable with respect to any Guarantor Indebtedness (as defined below) (each such Domestic Restricted
Subsidiary that guarantees the notes in accordance with the indenture being referred to herein as a �Guarantor�).

The Guarantors will be jointly and severally liable with respect to the Company�s obligations under the notes. Each subsidiary guarantee of the
notes (a �Subsidiary Guarantee�) will be a general unsecured obligation of the Guarantor and will be effectively subordinated in right of payment
to all existing and future secured Indebtedness of such Guarantor to the extent of the value of the assets securing such Indebtedness. The
Subsidiary Guarantees will be equal in right of payment to any existing or future unsecured Indebtedness of that Guarantor and will be senior in
right of payment to any existing or future Subordinated Indebtedness of that Guarantor. The obligations of each Guarantor under its Subsidiary
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A Guarantor may not sell or otherwise dispose of all or substantially all of its assets to, or consolidate with or merge with or into (whether or not
such Guarantor is the surviving Person) another Person, other than the Company or another Guarantor, unless:

(1) immediately after giving effect to that transaction, no Default or Event of Default exists; and

(2) either:

(a) the Person acquiring the property in any such sale or disposition, or the Person formed by or surviving any such consolidation or merger (if
such surviving Person is not the Guarantor), assumes all the obligations of that Guarantor under the indenture and its Subsidiary Guarantee
pursuant to a supplemental indenture satisfactory to the Trustee; or

(b) in the case of any such sale or disposition (including by way of merger or consolidation) the Net Proceeds of such sale or other disposition
are applied in accordance with the �Asset Sale� provisions of the indenture.

The Subsidiary Guarantee of a Guarantor will be released and such Person will no longer be deemed a Guarantor for purposes of the indenture:

(1) in connection with any sale, disposition or other transfer of all or substantially all of the assets of that Guarantor (including by way of merger
or consolidation) to a Person that is not (either before or after giving effect to such transaction) the Company or a Subsidiary of the Company, if
the sale or other disposition does not conflict with the �Asset Sale� provisions of the indenture;

(2) in connection with any sale, disposition or other transfer of Capital Stock of a Guarantor to a Person (including by way of merger or
consolidation) that is not (either before or after giving effect to such transaction) the Company or a Subsidiary of the Company, if after such sale,
disposition or other transfer, such Guarantor is no longer a Restricted Subsidiary of the Company;

(3) if the Company properly designates the Guarantor as an Unrestricted Subsidiary in accordance with the applicable provisions of the
indenture; or

(4) if all Guarantor Indebtedness of such Guarantor has been paid in full or otherwise discharged.

Optional Redemption

At any time prior to December 15, 2013, the Company may on any one or more occasions redeem up to 35% of the aggregate principal amount
of notes issued under the indenture (which includes all Additional Notes, if any) at a redemption price of 107.875% of the principal amount
thereof, plus accrued and unpaid interest, if any, to, but not including, the redemption date, with the net cash proceeds of one or more Equity
Offerings; provided that:

(1) at least 65% of the aggregate principal amount of notes issued under the indenture (which includes the Additional Notes, if any) remains
outstanding immediately after the occurrence of such redemption (excluding notes held by the Company and its Subsidiaries); and

(2) the redemption must occur within 90 days of the date of the closing of any such Equity Offering.

Notice of any redemption upon an Equity Offering may be given prior to the completion of the related Equity Offering, and any such redemption
or notice may, at the Company�s discretion, be subject to one or more conditions precedent, including, but not limited to completion of the related
Equity Offering.

Except pursuant to the preceding paragraph, the notes will not be redeemable at the Company�s option prior to December 15, 2014. On or after
December 15, 2014, the Company may redeem all or a part of the notes at the redemption prices (expressed as percentages of principal amount)
set forth below plus accrued and unpaid interest, if any, thereon to, but not including, the applicable redemption date, if redeemed during the
twelve-month period beginning on December 15 of the years indicated below:

Year Percentage
2014 103.9375% 
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2015 101.9688% 
2016 and thereafter 100.0000% 

All redemptions of the notes will be made upon not less than 30 days� nor more than 60 days� prior notice delivered to the Holders. Unless the
Company defaults in the payment of the redemption price, interest will cease to accrue on the notes
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or portions thereof called for redemption on the applicable redemption date. Any redemption and notice thereof pursuant to the indenture may, in
the Company�s discretion, be subject to the satisfaction of one or more conditions precedent.

Repurchase at the Option of Holders

Change of Control.

If a Change of Control occurs, each Holder of notes will have the right to require the Company to repurchase all or any part (equal to $2,000 or
an integral multiple of $1,000 in excess thereof) of that Holder�s notes pursuant to a Change of Control Offer on the terms set forth in the
indenture. In the Change of Control Offer, the Company will offer a change of control payment (the �Change of Control Payment�) in cash equal
to 101% of the aggregate principal amount of notes repurchased plus accrued and unpaid interest thereon to the date of purchase, subject to the
rights of Holders on the relevant record date to receive interest due on the relevant interest payment date. Within 90 days following any Change
of Control, unless the Company has delivered a redemption notice with respect to all of the outstanding notes in accordance with the optional
redemption provisions of the indenture, the Company will deliver a notice to each Holder describing the transaction or transactions that
constitute the Change of Control and offering to repurchase notes on the Change of Control Payment Date specified in such notice, which date
shall be no earlier than 30 days and no later than 60 days from the date such notice is delivered, pursuant to the procedures required by the
indenture and described in such notice. The Company will comply with the requirements of Rule 14e-1 under the Securities Exchange Act of
1934, as amended (the �Exchange Act�), and any other securities laws and regulations thereunder to the extent such laws and regulations are
applicable in connection with the repurchase of the notes as a result of a Change of Control. To the extent that the provisions of any securities
laws or regulations conflict with the Change of Control provisions of the indenture, the Company will comply with the applicable securities laws
and regulations and will not be deemed to have breached its obligations under the Change of Control provisions of the indenture by virtue of
such conflict.

On the business day immediately preceding the Change of Control Payment Date, the Company will, to the extent lawful, deposit with the
Paying Agent an amount equal to the Change of Control Payment in respect of all notes or portions thereof so tendered.

On the Change of Control Payment Date, the Company will, to the extent lawful:

(1) accept for payment all notes or portions thereof properly tendered pursuant to the Change of Control Offer; and

(2) deliver or cause to be delivered to the Trustee the notes so accepted together with an Officers� Certificate stating the aggregate principal
amount of notes or portions thereof being purchased by the Company.

The Paying Agent will promptly mail to each Holder of notes so tendered the Change of Control Payment for such notes, and the Trustee will
promptly authenticate and mail (or cause to be transferred by book entry) to each Holder a new note equal in principal amount to any
unpurchased portion of the notes surrendered, if any; provided, that each such new note will be in a principal amount of $2,000 or an integral
multiple of $1,000 in excess thereof. Any note so accepted for payment will cease to accrue interest on and after the Change of Control Payment
Date. The Company will publicly announce the results of the Change of Control Offer on or as soon as practicable after the Change of Control
Payment Date.

The provisions described above that require the Company to make a Change of Control Offer following a Change of Control will be applicable
regardless of whether or not any other provisions of the indenture are applicable. Except as described above with respect to a Change of Control,
the indenture does not contain provisions that permit the Holders of the notes to require that the Company repurchase or redeem the notes in the
event of a takeover, recapitalization or similar transaction.

The Company will not be required to make a Change of Control Offer upon a Change of Control if (1) a third party makes the Change of Control
Offer in the manner, at the times and otherwise in compliance with the requirements set forth in the indenture applicable to a Change of Control
Offer made by the Company and purchases all notes validly tendered and not withdrawn under such Change of Control Offer; or (2) notice of
redemption has been given pursuant to the indenture as described above under ��Optional Redemption,� unless and until there is a default in
payment of the applicable redemption price.

A Change of Control Offer may be made in advance of a Change of Control, and conditioned upon the occurrence of such Change of Control, if
a definitive agreement is in place for the Change of Control at the time of making the Change of Control Offer. Notes repurchased by the
Company pursuant to a Change of Control Offer will have the status of notes issued but not outstanding or will be retired and canceled, at the
option of the Company. Notes purchased by an unaffiliated third party pursuant to the preceding paragraph will have the status of notes issued
and outstanding.
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If a Change of Control were to occur, there can be no assurance that the Company would have sufficient funds to pay the purchase price for all
notes that the Company might be required to purchase. In the event that the Company was required to purchase notes pursuant to a Change of
Control Offer, the Company expects that it would need to seek third-party financing to the extent it does not have available funds to meet its
purchase obligations. However, there can be no assurance that the Company would be able to obtain such financing on favorable terms, if at all.

The definition of Change of Control includes a phrase relating to the direct or indirect sale, lease, transfer, conveyance or other disposition of �all
or substantially all� of the properties or assets of the Company and its Subsidiaries taken as a whole. Although there is a limited body of case law
interpreting the phrase �substantially all,� there is no precise established definition of the phrase under applicable law. Accordingly, the ability of a
Holder of notes to require the Company to repurchase such notes as a result of a sale, lease, transfer, conveyance or other disposition of less than
all of the assets of the Company and its Subsidiaries taken as a whole to another Person or group may be uncertain.

Asset Sales.

The Company will not, and will not permit any of its Restricted Subsidiaries to, consummate an Asset Sale unless:

(1) the Company (or the Restricted Subsidiary, as the case may be) receives consideration (including by way of relief from, or by any Person
assuming responsibilities for any liabilities, contingent or otherwise) at the time of such Asset Sale at least equal to the fair market value
(measured at the time of the definitive agreement with respect to such Asset Sale and as determined in good faith by the Company�s Board of
Directors) of the assets or Equity Interests issued or sold or otherwise disposed of; and

(2) at least 75% of the consideration received by the Company or such Restricted Subsidiary is in the form of cash, Cash Equivalents or assets or
Voting Stock of a type referred to in clauses (2), (3) or (4) immediately below. For purposes of this provision, each of the following shall be
deemed to be cash:

(a) any liabilities (as shown on the Company�s or such Restricted Subsidiary�s most recent balance sheet) of the Company or any Restricted
Subsidiary (other than contingent liabilities and liabilities that are by their terms subordinated to the notes or any Subsidiary Guarantee) that are
assumed by the transferee of any such assets pursuant to a customary novation agreement that releases the Company or such Restricted
Subsidiary from further liability; and

(b) any securities, notes or other obligations received by the Company or any such Restricted Subsidiary from such transferee that are converted
by the Company or such Restricted Subsidiary into cash or Cash Equivalents (to the extent of the cash or Cash Equivalents received in that
conversion) within 180 days of the related Asset Sale.

Within 360 days after the receipt of any Net Proceeds from an Asset Sale, the Company (or the applicable Restricted Subsidiary, as the case may
be) may, at its option:

(1) apply such Net Proceeds to permanently repay, purchase or otherwise retire the Company�s or any Restricted Subsidiary�s Indebtedness and
other Obligations that are secured by a Lien (and, if the Indebtedness repaid is revolving credit Indebtedness, to correspondingly reduce
commitments with respect thereto);

(2) repay, purchase, redeem or otherwise retire unsubordinated Indebtedness of the Company or any Restricted Subsidiary; provided, however,
that if the Company shall so repay, purchase, redeem or otherwise retire such unsubordinated Indebtedness, the Company will either (a) offer to
equally and ratably repurchase the notes by making an offer to purchase, substantially in accordance with the procedures for an Asset Sale Offer
set forth below, to all holders of notes, at a purchase price equal to at least 100% of the principal amount thereof, plus accrued and unpaid
interest to the date of repurchase or (b) equally and ratably redeem the notes pursuant to the provisions described above under the caption
��Optional Redemption�;

(3) apply such Net Proceeds to acquire all or substantially all of the assets of, or a majority of the Voting Stock of, another business reasonably
related to the business of the Company;

(4) apply such Net Proceeds to make a capital expenditure used or useful in the Company�s business;

(5) apply such Net Proceeds to acquire other long-term assets that are used or useful in the Company�s business; or
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(6) enter into a binding agreement with respect to the application of such Net Proceeds described in clauses (3), (4) or (5) above; provided that
such binding agreement shall be treated as a permitted application of the Net Proceeds from the date of such commitment until the earlier of
(a) the date on which such acquisition or expenditure is consummated or (b) the 180th day following the expiration of the aforementioned
360-day period.
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Pending the final application of any such Net Proceeds, the Company or any Restricted Subsidiary may temporarily reduce revolving credit
borrowings or otherwise invest such Net Proceeds in any manner that is not prohibited by the indenture.

Any Net Proceeds from Asset Sales that are not applied or invested (or that the Company determines will not be applied or invested, as
evidenced by an Officer�s Certificate delivered to the Trustee) as provided in the preceding paragraph will constitute �Excess Proceeds.� When the
aggregate amount of Excess Proceeds exceeds $35.0 million, then within 45 business days after the later of the application of Net Proceeds in
accordance with the preceding paragraph and the date that is 360 days following the receipt of the Net Proceeds, to the extent of the balance of
the Net Proceeds after application in accordance with the preceding paragraph, the Company will make an Asset Sale Offer to all Holders of
notes and, to the extent required or permitted under the terms of the instrument governing such Indebtedness, all holders of other Indebtedness
that is pari passu with the notes containing provisions similar to those set forth in the indenture with respect to offers to purchase or redeem with
the proceeds of sales of assets, to purchase the maximum principal amount of notes and, to the extent required or permitted under the terms of
the instrument governing such Indebtedness, such other pari passu Indebtedness that may be purchased out of the Excess Proceeds. The offer
price in any Asset Sale Offer will be equal to 100% of principal amount plus accrued and unpaid interest, if any, to, but not including, the date of
purchase, and will be payable in cash. If any Excess Proceeds remain after consummation of an Asset Sale Offer, the Company may use such
Excess Proceeds for any purpose not otherwise prohibited by the indenture. If the aggregate principal amount of notes and, to the extent required
or permitted under the terms of the instrument governing such Indebtedness, such other pari passu Indebtedness tendered into such Asset Sale
Offer exceeds the amount of Excess Proceeds, the Trustee shall select the notes and the Company shall select any such other pari passu
Indebtedness to be purchased on a pro rata basis based on the principal amount of notes and any such other pari passu Indebtedness tendered.
Upon completion of each Asset Sale Offer, the amount of Excess Proceeds shall be reset at zero.

The Company will comply with the requirements of Rule 14e-1 under the Exchange Act and any other securities laws and regulations thereunder
to the extent such laws and regulations are applicable in connection with each repurchase of notes pursuant to an Asset Sale Offer. To the extent
that the provisions of any securities laws or regulations conflict with the Asset Sale provisions of the indenture, the Company will comply with
the applicable securities laws and regulations and will not be deemed to have breached its obligations under the Asset Sale provisions of the
indenture by virtue of such conflict.

Selection and Notice

If less than all of the notes are to be redeemed at any time, the Trustee will select notes for redemption as follows:

(1) if the notes are listed, in compliance with the requirements of the principal national securities exchange on which the notes are listed; or

(2) if the notes are not so listed, on a pro rata basis, by lot or by such method as the Trustee shall deem fair and appropriate or as may in
accordance with DTC�s customary selection procedures.

No notes of $2,000 or less shall be redeemed in part except that if all of the notes of a Holder are to be redeemed, the entire outstanding amount
of notes held by such Holder shall be redeemed. Notices of redemption shall be delivered at least 30 but not more than 60 days before the
redemption date to each Holder of notes to be redeemed. Any redemption and notice thereof pursuant to the indenture may, in the Company�s
discretion, be subject to the satisfaction of one or more conditions precedent.

Changes in Covenants when Notes Rated Investment Grade

If on any date following the date of the indenture:

(1) the notes obtain Investment Grade Status; and

(2) no Default or Event of Default shall have occurred and be continuing,
then, beginning on that day and subject to the provisions of the following paragraph, the covenants specifically listed under the following
captions in this prospectus will be suspended:
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(1) ��Repurchase at the Option of Holders-Asset Sales;�

(2) ��Restricted Payments;�

(3) ��Incurrence of Indebtedness and Issuance of Preferred Stock;�

(4) ��Dividend and Other Payment Restrictions Affecting Restricted Subsidiaries;�

(5) ��Designation of Restricted and Unrestricted Subsidiaries;�
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(6) ��Transactions with Affiliates;� and

(7) clause (4) of the covenant described below under the caption ��Merger, Consolidation or Sale of Assets.�

Notwithstanding the foregoing, if the notes should subsequently cease to have Investment Grade Status, the foregoing covenants will be
reinstituted as of and from the date of such rating decline (the �Reversion Date�). On the Reversion Date, all Indebtedness incurred during the
period the foregoing covenants were suspended shall be classified to have been incurred pursuant to �Certain Covenants�Incurrence of
Indebtedness and Issuance of Preferred Stock� (to the extent such Indebtedness would be permitted to be incurred thereunder as of the Reversion
Date and after giving effect to Indebtedness incurred prior to the date the foregoing covenants were suspended and outstanding on the Reversion
Date). To the extent such Indebtedness would not be so permitted to be incurred pursuant to �Certain Covenants�Incurrence of Indebtedness and
Issuance of Preferred Stock,� such Indebtedness shall be deemed to have been outstanding on September 26, 2010, so that it is classified as
permitted under clause (6) of the second paragraph of �Certain Covenants�Incurrence of Indebtedness and Issuance of Preferred Stock.�
Calculations made after the Reversion Date of the amount available to be made as Restricted Payments under �Certain Covenants�Restricted
Payments� shall be made as though such covenant had been in effect prior to, but not during, the Suspension Period (and, for avoidance of doubt,
all Consolidated Net Income and other amounts attributable to the Suspension Period that would otherwise increase the amount of Restricted
Payments available to be made pursuant to any clause (including clause (3)(a) of the second paragraph of such section) of �Certain
Covenants�Restricted Payments� shall be excluded in determining the amount of Restricted Payments available to be made following the
Reversion Date). For purposes of determining compliance with �Repurchase at the Option of the Holders�Asset Sales,� on the Reversion Date, the
Excess Cash from all Asset Sales not applied in accordance with such covenant shall be deemed to be reset to zero.

There can be no assurance that the notes will ever achieve an investment grade rating or that any such rating will be maintained.

Certain Covenants

Restricted Payments.

The Company will not, and will not permit any of its Restricted Subsidiaries to, directly or indirectly:

(1) declare or pay any dividend or make any other payment or distribution on account of the Company�s or any of its Restricted Subsidiaries�
Equity Interests (including, without limitation, any payment in connection with any merger or consolidation involving the Company or any of its
Restricted Subsidiaries) or to the direct or indirect holders of the Company�s or any of its Restricted Subsidiaries� Equity Interests in their capacity
as such (other than dividends or distributions payable (a) in Equity Interests (other than Disqualified Stock) of the Company or (b) to the
Company or a Restricted Subsidiary of the Company);

(2) purchase, redeem or otherwise acquire or retire for value (including, without limitation, in connection with any merger or consolidation
involving the Company) any Equity Interests of the Company or any direct or indirect parent of the Company or any Restricted Subsidiary of the
Company (other than any such Equity Interests owned by the Company or any Restricted Subsidiary of the Company);

(3) make any payment on or with respect to, or purchase, redeem, defease or otherwise acquire or retire for value any Subordinated Indebtedness
(excluding (a) any intercompany Indebtedness between or among the Company and any Restricted Subsidiary or (b) the purchase, redemption or
other acquisition of Subordinated Indebtedness purchased in anticipation of satisfying a sinking fund obligation, principal installment or final
maturity, in each case due within one year of the date of purchase, repurchase or acquisition) except at the Stated Maturity thereof; or

(4) make any Restricted Investment (all such payments and other actions set forth in this clause (4) and clauses (1) through (3) above being
collectively referred to as �Restricted Payments�).

Notwithstanding the foregoing, the Company and its Restricted Subsidiaries may make any Restricted Payment if, at the time of and after giving
effect to such Restricted Payment:

(1) no Default or Event of Default shall have occurred and be continuing or would occur as a consequence thereof; and

(2) the Company would, at the time of such Restricted Payment and after giving pro forma effect thereto as if such Restricted Payment had been
made at the beginning of the applicable four-quarter period, have been permitted to incur at least $1.00 of additional Indebtedness pursuant to
the Fixed Charge Coverage Ratio test set forth in the first paragraph of the covenant described below under the caption ��Incurrence of
Indebtedness and Issuance of Preferred Stock;� and
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(3) such Restricted Payment, together with the aggregate amount of all other Restricted Payments made by the Company and its Restricted
Subsidiaries after September 26, 2010 (excluding Restricted Payments permitted by clauses (1), (2), (3), (4), (5), (6) and (7) of the next
succeeding paragraph) is less than the sum, without duplication, of

(a) 50% of the Consolidated Net Income of the Company for the period (taken as one accounting period) from September 26, 2010 to the end of
the Company�s most recently ended fiscal quarter for which internal financial statements are available at the time of such Restricted Payment (or,
if such Consolidated Net Income for such period is a deficit, less 100% of such deficit), plus

(b) 100% of the aggregate net proceeds, including cash and fair market value of property other than cash, received by the Company since
September 26, 2010 as a contribution to its common equity capital or from the issue or sale of Equity Interests of the Company (other than
Disqualified Stock), or from the issue or sale of convertible or exchangeable Disqualified Stock or convertible or exchangeable debt securities of
the Company that have been converted into or exchanged for such Equity Interests (other than Equity Interests (or Disqualified Stock or debt
securities) sold to a Restricted Subsidiary of the Company), plus

(c) to the extent that any Restricted Investment that was made after September 26, 2010 is sold for cash or otherwise liquidated or repaid for
cash, 100% of the aggregate amount received in cash and the fair market value of property other than cash received, plus

(d) if any Unrestricted Subsidiary is redesignated as a Restricted Subsidiary, the fair market value of such redesignated Subsidiary (as
determined in good faith by the Board of Directors) as of the date of its redesignation (other than to the extent that the Investment originally
made in such Unrestricted Subsidiary was a Permitted Investment).

The preceding provisions will not prohibit:

(1) the payment of any dividend or distribution or the consummation of any irrevocable redemption within 60 days after the date of declaration
of the dividend or distribution or giving of the redemption notice, as the case may be, if at the date of declaration or notice, such dividend,
distribution or redemption payment would have complied with the provisions of the indenture;

(2) the making of any Restricted Payment in exchange for, or out of the net cash proceeds of the substantially concurrent sale (other than to a
Subsidiary of the Company) of, Equity Interests of the Company (other than Disqualified Stock) or from the substantially concurrent
contribution of common equity capital to the Company; provided that the amount of any such net cash proceeds that are utilized for any such
Restricted Payment shall be excluded from clause (3)(b) of the second paragraph above under the caption ��Restricted Payments;�

(3) the defeasance, redemption, repurchase or other acquisition of Subordinated Indebtedness of the Company or any Restricted Subsidiary with
the net cash proceeds from an incurrence of Permitted Refinancing Indebtedness; provided that the amount of any such net cash proceeds of
Permitted Refinancing Indebtedness that are utilized for any such defeasance, redemption, repurchase or other acquisition shall be excluded from
clause (3)(b) of the second paragraph above under the caption ��Restricted Payments;�

(4) the payment of any dividend or distribution by a Restricted Subsidiary of the Company to the holders of its common Equity Interests on a pro
rata basis so long as the Company or one of its Restricted Subsidiaries receives at least a pro rata share (and in like form) of the dividend or
distribution in accordance with its common Equity Interests;

(5) the repurchase, redemption or other acquisition or retirement for value of any Equity Interests of the Company or any Restricted Subsidiary
of the Company held by any member of the management or the Board of Directors of the Company or any Restricted Subsidiary pursuant to any
equity subscription agreement, stock option agreement or similar agreement approved by the Board of Directors of the Company; provided that
the aggregate price paid for all such repurchased, redeemed, acquired or retired Equity Interests shall not exceed $10.0 million in any
twelve-month period (with unused amounts in any fiscal year being carried over to the next succeeding fiscal year, but no further); provided,
further, that the amounts in any 12-month period may be increased by an amount not to exceed the cash proceeds received by the Company or
any of its Restricted Subsidiaries from the sale of the Company�s Equity Interests (other than Disqualified Stock) to any member of the
management or the Board of Directors of the Company or any Restricted Subsidiary; and provided, further, that the amount of such cash
proceeds utilized for any such repurchase, retirement or other acquisition or retirement will not increase the amount available for Restricted
Payments under clause (3)(b) of the second paragraph above under the caption ��Restricted Payments;� and to the extent such proceeds have not
otherwise been applied to the payment of Restricted Payments;

(6) the payment of obligations arising in connection with a Change of Control; provided that the Company has fulfilled its obligations under the
indenture with respect to a Change of Control;
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(8) other Restricted Payments in an aggregate amount not to exceed $35.0 million since the Issue Date;

provided, however, in the case of any Restricted Payment made pursuant to clause (4), (5), (7) or (8), that no Default or Event of Default shall
have occurred and be continuing at the time of the payment or as a result of that Restricted Payment.

Any dividend which is declared but not paid shall not be included in the calculation of the amount of Restricted Payments, and any dividend
which is declared and paid shall be included only once in the calculation of the amount of Restricted Payments.

The amount of all Restricted Payments (other than cash and Cash Equivalents) shall be the fair market value on the date of the Restricted
Payment of the asset(s) or securities proposed to be transferred or issued to or by the Company or such Subsidiary, as the case may be, pursuant
to the Restricted Payment. The fair market value of any assets or securities that are required to be valued by this covenant shall be determined by
the Board of Directors. For purposes of determining compliance with this covenant, in the event that a Restricted Payment meets the criteria of
more than one of the types of Restricted Payments described above, the Company, in its sole discretion, may order and classify (or later reorder
and reclassify) such Restricted Payment in any manner that complies with this covenant.

Incurrence of Indebtedness and Issuance of Preferred Stock.

The Company will not, and will not permit any of its Restricted Subsidiaries to, directly or indirectly, create, incur, issue, assume, guarantee or
otherwise become directly or indirectly liable, contingently or otherwise, with respect to (collectively, �incur�) any Indebtedness (including
Acquired Debt), and the Company will not issue any Disqualified Stock and will not permit any of its Restricted Subsidiaries to issue any shares
of Preferred Stock; provided, however, that the Company may incur Indebtedness (including Acquired Debt) or issue Disqualified Stock, and
any Guarantor may incur Indebtedness or issue Preferred Stock, if the Fixed Charge Coverage Ratio for the Company�s most recently ended four
full fiscal quarters for which internal financial statements are available immediately preceding the date on which such additional Indebtedness is
incurred or such Preferred Stock or Disqualified Stock is issued would have been at least 2.0 to 1.0, determined on a pro forma basis (including a
pro forma application of the net proceeds therefrom), as if the additional Indebtedness had been incurred or the Preferred Stock or Disqualified
Stock had been issued, as the case may be, at the beginning of such four-quarter period.

The first paragraph of this covenant will not prohibit the incurrence or issuance of any of the following items of Indebtedness or Preferred Stock
(collectively, �Permitted Debt�):

(1) the incurrence by the Company or any Restricted Subsidiary of Indebtedness (including letters of credit) under Credit Facilities in an
aggregate principal amount (with letters of credit being deemed to have a principal amount equal to the maximum potential liability of the
Company and its Restricted Subsidiaries thereunder) outstanding under this clause (1) as of the date of any such incurrence immediately after
giving effect thereto, not to exceed an amount equal to (a) $1.2 billion less the Applied Proceeds Amount with respect to term Indebtedness plus
(b) the greater of (x) $600.0 million less the Applied Proceeds Amount with respect to revolving credit Indebtedness or (y) the Domestic
Borrowing Base;

(2) the incurrence by the Foreign Restricted Subsidiaries of Indebtedness (including letters of credit) under the Existing Foreign Credit Facility
in an aggregate principal amount under this clause (2) (with letters of credit being deemed to have a principal amount equal to the maximum
potential liability of the Foreign Restricted Subsidiaries thereunder) outstanding as of the date of any such incurrence immediately after giving
effect thereto, not to exceed the greater of (a) $100.0 million or (b) the Foreign Borrowing Base;

(3) the incurrence by the Company of Indebtedness represented by the notes to be issued on the Issue Date and the notes issued in exchange
therefor pursuant to the registration rights agreement;

(4) the incurrence by the Company or any of its Restricted Subsidiaries of Indebtedness represented by Capital Lease Obligations, mortgage
financings or purchase money obligations, in each case, incurred for the purpose of financing all or any part of the purchase price or cost of
design, construction, installation, commissioning or improvement of property, plant or equipment (a) with respect to the Douglas Facility or
(b) otherwise used in the business of the Company or any of its Restricted Subsidiaries, in each case in an aggregate principal amount
outstanding at any one time under this clause (4) (including any Permitted Refinancing Indebtedness incurred to renew, refund, refinance,
replace, repurchase, defease, discharge or otherwise acquire or retire any Indebtedness incurred pursuant to this clause (4)) as of the date of any
such incurrence immediately after giving effect thereto, not to exceed (A) in the case of clause (4)(a), $60.0 million and (B) in the case of clause
(4)(b), the greater of (x) $125.0 million or (y) 4% of the Company�s Total Assets;
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(5) the incurrence by the Company or any of its Restricted Subsidiaries of Hedging Obligations pursuant to which the Company or the Restricted
Subsidiary has hedged against its actual exposure to fluctuations in interest rates, currency values or commodity prices;

(6) the incurrence by the Company or any of its Restricted Subsidiaries of Existing Indebtedness;

(7) the incurrence by the Company or any of its Restricted Subsidiaries of Permitted Refinancing Indebtedness in exchange for, or the net
proceeds of which are used to renew, refund, refinance, replace, repurchase, defease, discharge or otherwise acquire or retire Indebtedness (other
than intercompany Indebtedness) that was permitted by the indenture to be incurred under the preceding paragraph or clauses (3), (4), (6), (7),
(16), (18) or (19) of this paragraph;

(8) the incurrence by the Company or any of its Restricted Subsidiaries of intercompany Indebtedness and Intercompany Bonds between or
among the Company and any of its Restricted Subsidiaries; provided, however, that:

(a) except in the case of Intercompany Bonds, if the Company or any Guarantor is the obligor on such Indebtedness, such Indebtedness must be
expressly subordinated to the prior payment in full in cash of all Obligations with respect to the notes, in the case of the Company, or the
Subsidiary Guarantee, in the case of a Guarantor; and

(b)(i) any subsequent issuance or transfer of Equity Interests that results in any such Indebtedness being held by a Person other than the
Company or a Restricted Subsidiary thereof and (ii) any sale or other transfer of any such Indebtedness to a Person that is not either the
Company or a Restricted Subsidiary thereof shall be deemed, in each case, to constitute an incurrence of such Indebtedness by the Company or
such Restricted Subsidiary, as the case may be, that was not permitted by this clause (8);

(9) the Guarantee by the Company or any of its Restricted Subsidiaries of Indebtedness of the Company or a Restricted Subsidiary that was
permitted to be incurred by another provision of this covenant and, in the case of a Domestic Restricted Subsidiary, the provisions of the
covenant set forth under the caption ��Issuances of Guarantees by Domestic Restricted Subsidiaries;�

(10) Indebtedness of the Company to the extent the net proceeds thereof are promptly (a) used to purchase notes tendered in a Change of Control
Offer made as a result of a Change of Control in accordance with the indenture or (b) deposited to defease the notes as described under ��Legal
Defeasance and Covenant Defeasance;�

(11) the issuance of Preferred Stock to the Company or a Wholly-Owned Restricted Subsidiary;

(12) the incurrence by the Company or any of its Restricted Subsidiaries of Indebtedness in respect of workers� compensation claims, payment
obligations in connection with health or other types of social security benefits, unemployment or other insurance or self-insurance obligations,
reclamation, statutory obligations, bankers� acceptances, performance, surety or similar bonds and letters of credit or completion or performance
guarantees or equipment leases, or other similar obligations in the ordinary course of business or consistent with past practice;

(13) the incurrence by the Company or any of its Restricted Subsidiaries of Indebtedness arising from the honoring by a bank or other financial
institution of a check, draft or similar instrument inadvertently drawn against insufficient funds;

(14) Indebtedness constituting obligations in respect of purchase price adjustments, guarantees or indemnities in connection with the acquisition
or disposition of any business, assets or a Subsidiary in accordance with the terms of the indenture;

(15) accounts payable or other obligations of the Company or any of its Restricted Subsidiaries to trade creditors created or assumed by the
Company or such Restricted Subsidiary in the ordinary course of business in connection with the obtaining of goods or services;

(16) Permitted Acquisition Indebtedness;

(17) the incurrence by the Company or any of its Restricted Subsidiaries of Indebtedness constituting reimbursement obligations with respect to
letters of credit issued in the ordinary course of business; provided that upon the drawing of such letters of credit or the incurrence of such
Indebtedness, such obligations are reimbursed within 30 days following such drawing or incurrence;

(18) the incurrence by the Company of JBS Subordinated Indebtedness in an aggregate principal amount outstanding at any one time under this
clause (18) (including any Permitted Refinancing Indebtedness incurred to renew, refund, refinance, replace, repurchase, defease, discharge or
otherwise acquire or retire any Indebtedness incurred pursuant to this clause (18)) as of the date of any such incurrence immediately after giving
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(19) the incurrence by the Company or any of its Restricted Subsidiaries of additional Indebtedness in an aggregate principal amount (or
accreted value, as applicable) outstanding under this clause (19) (including any Permitted Refinancing Indebtedness incurred to renew, refund,
refinance, replace, defease or discharge renew, refund, refinance, replace, repurchase, defease, discharge or otherwise acquire or retire any
Indebtedness incurred pursuant to this clause (19)) as of the date of any such incurrence immediately after giving effect thereto, not to exceed the
greater of (a) $75.0 million or (b) 2.5% of the Company�s Total Assets.

For purposes of determining compliance with this �Incurrence of Indebtedness and Issuance of Preferred Stock� covenant, (a) in the event that an
item of proposed Indebtedness, including Acquired Debt, Disqualified Stock or Preferred Stock, meets the criteria of more than one of the
categories of Permitted Debt described in clauses (1) through (19) above, or is entitled to be incurred pursuant to the first paragraph of this
covenant, the Company will be permitted to divide and classify such item of Indebtedness on the date of its incurrence, or thereafter re-divide
and reclassify all or a portion of such item of Indebtedness, in any manner that complies with this covenant; provided that (x) Indebtedness
outstanding under the Existing U.S. Credit Facilities on the date of the indenture will be deemed to have been incurred on such date in reliance
on the exception provided in clause (1) of the second paragraph of this covenant and (y) Indebtedness outstanding under Existing Foreign Credit
Facility on the date of the indenture will be deemed to have been incurred on such date in reliance on the exception provided in clause (2) of the
second paragraph of this covenant, (b) with respect to Indebtedness denominated in a currency other than United States dollars, the Company or
any of its Restricted Subsidiaries shall not have been deemed to incur Indebtedness solely as a result of fluctuations in the exchange rates of
currencies and (c) the accrual of interest, the accretion or amortization of original issue discount, the payment of interest on any Indebtedness in
the form of additional Indebtedness with the same terms, and the payment of dividends on Disqualified Stock in the form of additional shares of
the same class of Disqualified Stock will not be deemed to be an incurrence of Indebtedness or an issuance of Disqualified Stock for purposes of
this covenant; provided, in each such case, that the amount thereof is included in Fixed Charges of the Company as accrued.

Liens.

The Company shall not, and shall not permit any Restricted Subsidiary to, directly or indirectly, incur or suffer to exist any Lien (other than
Permitted Liens) upon any of its assets (including Capital Stock of a Restricted Subsidiary), whether owned at the date the notes are first issued
or thereafter acquired, or any interest therein or any income or profits therefrom, unless the notes or the Subsidiary Guarantees are secured on an
equal and ratable basis with such Indebtedness for so long as such Indebtedness is secured by such Lien; provided, however, that if such Lien
secures Subordinated Indebtedness, the Lien securing such Subordinated Indebtedness will be subordinated and junior to a Lien securing the
notes or the Subsidiary Guarantees, as the case may be.

Dividend and Other Payment Restrictions Affecting Restricted Subsidiaries.

The Company will not, and will not permit any of its Restricted Subsidiaries to, directly or indirectly, create or permit to exist or become
effective any consensual encumbrance or restriction on the ability of any Restricted Subsidiary to:

(1) pay dividends or make any other distributions on its Capital Stock to the Company or any of its Restricted Subsidiaries, or with respect to
any other interest or participation in, or measured by, its profits, or pay any indebtedness owed to the Company or any of its Restricted
Subsidiaries; provided that the priority of any Preferred Stock in receiving dividends or liquidating distributions prior to dividends or liquidating
distributions being paid on common stock shall not be deemed a restriction on the ability to make distributions on Capital Stock;

(2) make loans or advances to the Company or any of its Restricted Subsidiaries; or

(3) sell, lease or transfer any of its properties or assets to the Company or any of its Restricted Subsidiaries.

However, the preceding restrictions will not apply to encumbrances or restrictions existing under or by reason of:

(1) Credit Facilities as in effect on the Issue Date and any amendments, modifications, restatements, renewals, increases, supplements,
refundings, replacements or refinancings thereof, provided that such amendments, modifications, restatements, renewals, increases, supplements,
refundings, replacements or refinancings are not materially more restrictive, taken as a whole, with respect to such dividend and other payment
restrictions than those contained in agreements, as in effect on the Issue Date;

(2) Existing Indebtedness, the notes or the Subsidiary Guarantees;

(3) applicable law, rule, regulation, order, approval, license, permit or similar restriction;
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Person, or the properties or assets of any Person, other than the Person, or the property or assets of the Person, so acquired; provided that, in the
case of Indebtedness, such Indebtedness was permitted by the terms of the indenture to be incurred;

(5) customary non-assignment provisions in contracts, licenses and leases entered into in the ordinary course of business and consistent with past
practices;

(6) purchase money obligations for property (including Capital Stock) acquired in the ordinary course of business and Capital Lease Obligations
that impose restrictions on the property so acquired of the nature described in clause (3) of the preceding paragraph;

(7) any agreement for the sale or other disposition of assets or Capital Stock of a Restricted Subsidiary that restricts distributions by that
Subsidiary pending its sale or other disposition;

(8) Permitted Refinancing Indebtedness; provided that the restrictions contained in the agreements governing such Permitted Refinancing
Indebtedness are not materially more restrictive, taken as a whole, with respect to such dividend and other payment restrictions than those
contained in the agreements governing the Indebtedness being refinanced;

(9) Liens permitted to be incurred under the provisions of the covenant described above under the caption ��Liens� that limit the right of the debtor
to dispose of the assets subject to such Liens;

(10) provisions with respect to the disposition or distribution of assets or property in joint venture agreements, assets sale agreements, sale and
leaseback agreements, stock sale agreements and other similar agreements entered into in the ordinary course of business;

(11) restrictions on cash, Cash Equivalents or other deposits or net worth imposed by customers or lessors under contracts or leases entered into
in the ordinary course of business;

(12) customary restrictions imposed on any Securitization Subsidiary in connection with a Permitted Securitization Program;

(13) encumbrances on property that exist at the time the property was acquired by the Company or a Restricted Subsidiary;

(14) Hedging Obligations incurred from time to time; and

(15) contractual encumbrances or restrictions in effect on the Issue Date, and any amendments, modifications, restatements, renewals, increases,
supplements, refundings, replacements or refinancings of those agreements; provided that the amendments, modifications, restatements,
renewals, increases, supplements, refundings, replacements or refinancings are not materially more restrictive, taken as a whole, with respect to
such dividend and other payment restrictions than those contained in those agreements on the Issue Date.

Merger, Consolidation, or Sale of Assets.

The Company may not, directly or indirectly, in any transaction or in a series of related transactions: (x) consolidate or merge with or into
another Person (whether or not the Company is the surviving corporation); or (y) sell, assign, transfer, convey or otherwise dispose of all or
substantially all of the properties or assets of the Company and its Subsidiaries taken as a whole, in one or more related transactions, to another
Person; unless:

(1) either: (a) the Company is the surviving corporation; or (b) the Person formed by or surviving any such consolidation or merger (if other than
the Company) or to which such sale, assignment, transfer, conveyance or other disposition shall have been made is a corporation, limited
liability company, business trust or limited partnership organized or existing under the laws of the United States, any state thereof or the District
of Columbia;

(2) the Person formed by or surviving any such consolidation or merger (if other than the Company) or the Person to which such sale,
assignment, transfer, conveyance or other disposition shall have been made assumes all the obligations of the Company under the notes and the
indenture, in each case pursuant to agreements reasonably satisfactory to the Trustee and assumes all of the obligations of the Company under
the registration rights agreement; provided that if the Person formed by or surviving any such consolidation or merger (if other than the
Company) is a limited liability company, business trust or limited partnership, a corporation of which all of the Equity Interests are owned by
such Person shall be added to the indenture as co-issuer of the notes by a supplemental indenture pursuant to which such corporation shall act as
joint and several obligor with respect to the notes;
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(4)(a) the Company or the Person formed by or surviving any such consolidation or merger (if other than the Company), or to which such sale,
assignment, transfer, conveyance or other disposition shall have been made will, on the date of such transaction after giving pro forma effect
thereto and any related financing transactions as if the same
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had occurred at the beginning of the applicable four-quarter period, be permitted to incur at least $1.00 of additional Indebtedness pursuant to the
Fixed Charge Coverage Ratio test set forth in the first paragraph of the covenant described above under the caption ��Incurrence of Indebtedness
and Issuance of Preferred Stock� or (b) the Fixed Charge Coverage Ratio for the Company or the Person formed by or surviving any such
consolidation or merger (if other than the Company) and its Restricted Subsidiaries, on the date of and after giving pro forma effect to such
acquisition and such incurrence or issuance, would not be less than such ratio for the Company and its Restricted Subsidiaries immediately prior
to such transaction; and

(5) the Company shall have delivered to the Trustee an Officers� Certificate and an opinion of counsel, each stating that such merger,
consolidation or sale of assets and such supplemental indenture, if any, comply with the indenture.

In addition, the Company may not, directly or indirectly, lease all or substantially all of its properties or assets, in one or more related
transactions, to any other Person. This �Merger, Consolidation, or Sale of Assets� covenant will not apply to a sale, assignment, transfer,
conveyance or other disposition of assets between or among the Company and any of its Restricted Subsidiaries or a merger of the Company
with an Affiliate solely for the purpose of reincorporating the Company in another jurisdiction.

Transactions with Affiliates.

The Company will not, and will not permit any of its Restricted Subsidiaries to, make any payment to, or sell, lease, transfer or otherwise
dispose of any of its properties or assets to, or purchase any property or assets from, or enter into or make or amend any transaction, contract,
agreement, understanding, loan, advance or guarantee with, or for the benefit of, any Affiliate (each, an �Affiliate Transaction�), involving
aggregate consideration in excess of $10.0 million, unless:

(1) such Affiliate Transaction is on terms that are not materially less favorable to the Company or the relevant Restricted Subsidiary than those
that would have been obtained in a comparable transaction by the Company or such Restricted Subsidiary with an unrelated Person or is
approved by a majority of the disinterested members of the Board of Directors; and

(2) with respect to any Affiliate Transaction or series of related Affiliate Transactions involving aggregate consideration in excess of $20.0
million, such determination shall be set forth in a resolution adopted by the Board of Directors stating that such Affiliate Transaction complies
with this covenant and that such Affiliate Transaction has been approved by a majority of the disinterested members of the Board of Directors;
and

(3) with respect to any Affiliate Transaction or series of related Affiliate Transactions involving aggregate consideration in excess of $50.0
million, the Board of Directors has received an opinion as to the fairness to the Holders of such Affiliate Transaction from a financial point of
view issued by an Independent Financial Advisor.

The following items shall not be deemed to be Affiliate Transactions and, therefore, will not be subject to the provisions of the prior paragraph:

(1) any transaction entered into by the Company or any of its Restricted Subsidiaries in the ordinary course of business and consistent with past
practices;

(2) any transaction entered into by the Company with JBS Holdings or any of its Affiliates in the ordinary course of business or permitted
pursuant to clause (18) of the definition of �Permitted Debt�;

(3) any transaction entered into by the Company and any of its Restricted Subsidiaries or between any of the Restricted Subsidiaries of the
Company;

(4) transactions with a Person that is an Affiliate of the Company solely because the Company owns an Equity Interest in such Person;

(5) payment of reasonable directors fees to Persons who are not otherwise Affiliates of the Company and reasonable indemnification
arrangements;

(6) Restricted Payments that are permitted by the provisions of the indenture described above under the caption ��Restricted Payments;�

(7) loans or advances to officers, directors, employees or consultants in the ordinary course of business or consistent with past practice not to
exceed $5.0 million in the aggregate at any one time outstanding;
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or lessors or lessees of property, in each case in the ordinary course of business and otherwise in compliance with the terms of the indenture
which are, in the aggregate (taking into account all the costs and benefits associated with such transactions), materially no less favorable to the
Company or its Restricted
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Subsidiaries than those that would have been obtained in a comparable transaction by the Company or such Restricted Subsidiary with an
unrelated Person, in the good faith determination of the Company�s Board of Directors, or are on terms at least as favorable as might reasonably
have been obtained at such time from an unaffiliated party;

(9) if such Affiliate Transaction is with a Person in its capacity as a holder of Indebtedness or Capital Stock of the Company or any Restricted
Subsidiary where such Person is treated no more favorably than the other holders of Indebtedness or Capital Stock of the Company or any
Restricted Subsidiary; and

(10) transactions effected pursuant to agreements in effect on the Issue Date and any amendment, modification or replacement of such
agreement (so long as such amendment or replacement is not in the good faith determination of the Company�s Board of Directors materially
more disadvantageous to the holders of notes, taken as a whole than the original agreement as in effect on the Issue Date).

Issuances of Guarantees by Domestic Restricted Subsidiaries.

As of the Issue Date, the notes will be guaranteed by each Domestic Restricted Subsidiary that has incurred or in any other manner is liable with
respect to any Indebtedness (including a Guarantee of the Indebtedness of another Person) other than Excluded Indebtedness (�Guarantor
Indebtedness�). The indenture provides that if, following the Issue Date, any Domestic Restricted Subsidiary incurs or in any other manner
becomes liable with respect to Guarantor Indebtedness, then such Domestic Restricted Subsidiary will be required to promptly (but in any event
within 10 business days) execute and deliver a supplemental indenture to the indenture providing for a Subsidiary Guarantee by such Domestic
Restricted Subsidiary.

Designation of Restricted and Unrestricted Subsidiaries.

The Board of Directors may designate any Restricted Subsidiary to be an Unrestricted Subsidiary if that designation would not cause a Default.
If a Restricted Subsidiary is designated an Unrestricted Subsidiary, all outstanding Investments owned by the Company and its Restricted
Subsidiaries in the Subsidiary so designated will be deemed to be an Investment made as of the time of such designation and either will reduce
the amount available for Restricted Payments under the first paragraph of the covenant described above under the caption ��Restricted Payments�
or will at the time of such designation qualify as a Permitted Investment, as the Company shall determine. All such outstanding Investments will
be valued at their fair market value at the time of such designation. That designation will only be permitted if such Investment would be
permitted at that time and if such Restricted Subsidiary otherwise meets the definition of an Unrestricted Subsidiary. The Board of Directors
may redesignate any Unrestricted Subsidiary to be a Restricted Subsidiary if the redesignation would not cause a Default.

Any designation of a Subsidiary of the Company as an Unrestricted Subsidiary shall be evidenced to the Trustee by filing with the Trustee a
certified copy of the Board Resolution giving effect to such designation and an Officers� Certificate certifying that such designation complied
with the preceding conditions and was permitted by the covenant described above under the caption ��Certain Covenants�Restricted Payments.� If,
at any time, any Unrestricted Subsidiary would fail to meet the preceding requirements as an Unrestricted Subsidiary, it shall thereafter cease to
be an Unrestricted Subsidiary for purposes of the indenture and any Indebtedness of such Subsidiary shall be deemed to be incurred by a
Restricted Subsidiary of the Company as of such date and, if such Indebtedness is not permitted to be incurred as of such date under the
covenant described under the caption ��Certain Covenants�Incurrence of Indebtedness and Issuance of Preferred Stock,� the Company shall be in
Default of such covenant. The Board of Directors of the Company may at any time designate any Unrestricted Subsidiary to be a Restricted
Subsidiary; provided, that such designation shall be deemed to be an incurrence of Indebtedness by a Restricted Subsidiary of the Company of
any outstanding Indebtedness of such Unrestricted Subsidiary and such designation shall only be permitted if (1) such Indebtedness is permitted
under the covenant described under the caption ��Certain Covenants�Incurrence of Indebtedness and Issuance of Preferred Stock,� calculated on a
pro forma basis as if such designation had occurred at the beginning of the four-quarter reference period, and (2) no Default or Event of Default
would be in existence following such designation.

Reports.

(a) Whether or not required by the rules and regulations of the SEC, so long as any notes are outstanding, the Company will furnish to the
holders of notes or cause the Trustee to furnish to the holders of notes (or the Company will file with the SEC for public availability), within the
time periods specified in the SEC�s rules and regulations

(1) all quarterly and annual reports that would be required to be contained in a filing with the SEC on Forms 10-Q and 10-K if the Company
were required to file such reports, including a �Management�s Discussion and Analysis of Financial Condition and Results of Operations� and, with
respect to the annual reports only, a report on the annual financial statements by the Company�s certified independent accountants; and

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 92



47

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 93



Table of Contents

(2) all current reports that would be required to be filed with the SEC on Form 8-K if the Company were required to file such reports.

All such reports will be prepared in all material respects in accordance with all of the rules and regulations applicable to such reports. In
addition, the Company will file a copy of each of the reports referred to in clauses (a)(1) and (a)(2) above with the SEC for public availability
within the time periods specified in the rules and regulations applicable to such reports (unless the SEC will not accept such a filing) and will
post the reports on its website within those time periods. The Company will at all times comply with §314(a) of the Trust Indenture Act.

If, at any time, the Company is no longer subject to the periodic reporting requirements of the Exchange Act for any reason, the Company will
nevertheless continue filing the reports specified in the preceding paragraphs of this covenant with the SEC within the time periods specified
above unless the SEC will not accept such a filing. The Company will not take any action for the purpose of causing the SEC not to accept any
such filings. If, notwithstanding the foregoing, the SEC will not accept the Company�s filings for any reason, the Company will post the reports
referred to in the preceding paragraphs on its website within the time periods that would apply if the Company were required to file those reports
with the SEC.

The Company will also hold a quarterly conference call to discuss the reports referred to in clause (a)(1) above and the results of operations for
the relevant reporting period. Prior to the conference call, the Company will issue a press release to the appropriate wire services announcing the
time and date of such conference call, which press release will either include all information necessary to access the call or direct Holders and
beneficial owners of notes, securities analysts and prospective investors to a publicly available website where all information necessary to access
the call may be obtained. If the Company is holding a conference call open to the public to discuss the most recent quarter�s financial
performance, the Company will not be required to hold a second, separate call just for the Holders and beneficial owners of the notes.

(b) The Company�s obligations pursuant to clause (a) above shall be suspended as of any date, and for so long as, all of the following conditions
are satisfied:

(1) the Company is not subject to the periodic reporting requirements of the Exchange Act;

(2) the Voting Stock of the Company is 100% owned by JBS Holdings;

(3) JBS Holdings fully and unconditionally guarantees the notes pursuant to a supplemental indenture satisfactory to the Trustee; and

(4) JBS Holdings makes the reports and financial information referred to in clauses (a)(1) and (a)(2) available on its website or otherwise
publicly available within the time periods specified in clause (a) above, except that such reports and financial information may be with respect to
JBS Holdings instead of the Company; provided that the quarterly and annual financial statements of JBS Holdings provided in such reports
include, in a footnote, condensed consolidating financial information for the applicable periods with a separate column for (i) JBS Holdings,
(ii) the Company, (iii) any Subsidiaries of JBS Holdings other than the Company or its Subsidiaries, (iv) consolidating adjustments and (v) the
total consolidated amounts,

(any period during which the reporting obligations pursuant to clause (a) above are suspended pursuant to this clause (b) being referred to herein
as a �Reporting Suspension Period�). The requirements of clause (a) above shall resume as of the end of any Reporting Suspension Period, but no
Default or Event of Default shall be deemed to have occurred or be continuing due to non-compliance during any Reporting Suspension Period
with the requirements of such clause (a).

(c) In addition, the Company and the Guarantors agree that, for so long as any notes remain outstanding, if at any time they are not required to
file with the SEC the reports required by the preceding paragraphs, they will furnish to the Holders and to prospective investors, upon their
request, the information required to be delivered pursuant to Rule 144A(d)(4) under the Securities Act.

Events of Default and Remedies

Each of the following is an Event of Default:

(1) the Company defaults in the payment when due of interest on the notes and such default continues for a period of 30 days;

(2) the Company defaults in the payment when due of principal of, or premium, if any, on the notes;
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(4) failure by the Company or any of its Restricted Subsidiaries to comply with the provisions described under the captions ��Repurchase at the
Option of Holders�Asset Sales,� ��Certain Covenants�Restricted Payments� and ��Certain Covenants�Issuance of Indebtedness and Issuance of Preferred
Stock,� which failure is continuing for a period of 30 days after the date on which the Company has received written notice from the Trustee or
the Holders of at least 25% in principal amount of the then outstanding notes (with a copy to the Trustee) specifying such failure and stating that
such notice is a �Notice of Default� under the indenture;

(5) failure by the Company or any of its Restricted Subsidiaries to comply with (a) the provisions described under the caption ��Reports,� which
failure is continuing for a period of 90 days (and may be cured by filing or furnishing, as applicable, the delinquent report within such 90-day
period) or (b) any of the other agreements in the indenture, which failure is continuing for a period of 60 days, in each case after the date on
which the Company has received written notice from the Trustee or the Holders of at least 25% in principal amount of the then outstanding notes
(with a copy to the Trustee) specifying such failure and stating that such notice is a �Notice of Default� under the indenture;

(6) the Company or any Restricted Subsidiary defaults under any mortgage, indenture or instrument under which there may be issued or by
which there may be secured or evidenced any Indebtedness for money borrowed by the Company or any of its Restricted Subsidiaries (or the
payment of which is guaranteed by the Company or any of its Restricted Subsidiaries) whether such Indebtedness or guarantee now exists, or is
created after the Issue Date, if that default:

(a) is caused by a failure to pay principal of, or interest or premium, if any, on such Indebtedness prior to the expiration of the grace period
provided in such Indebtedness on the date of such default (a �Payment Default�); or

(b) results in the acceleration of such Indebtedness prior to its express maturity,

and, in each case, the principal amount of any such Indebtedness, together with the principal amount of any other such Indebtedness under which
there has been a Payment Default or the maturity of which has been so accelerated, aggregates $30.0 million or more;

(7) a final nonappealable judgment or final nonappealable judgments for the payment of money are entered by a court or courts of competent
jurisdiction against the Company or any of its Restricted Subsidiaries and such judgment or judgments are not paid, discharged or stayed for a
period (during which execution shall not be effectively stayed) of 60 days; provided that the aggregate of all such undischarged judgments
exceeds $30.0 million;

(8) except as permitted by the indenture, any Subsidiary Guarantee is held in any judicial proceeding to be unenforceable or invalid or shall
cease for any reason to be in full force and effect or any Guarantor, or any Person acting on behalf of any Guarantor, shall deny or disaffirm its
obligations under its Subsidiary Guarantee; and

(9) certain events of bankruptcy or insolvency with respect to the Company or any of its Restricted Subsidiaries.

In the case of an Event of Default arising from certain events of bankruptcy or insolvency, with respect to the Company, any Restricted
Subsidiary that is a Significant Subsidiary or any group of Restricted Subsidiaries that, taken together, would constitute a Significant Subsidiary,
all outstanding notes will become due and payable immediately without further action or notice. If any other Event of Default occurs and is
continuing, the Trustee or the Holders of at least 25% in principal amount of the then outstanding notes by written notice to the Company and
the Trustee may declare all the notes to be due and payable immediately.

In the event of any Event of Default specified in clause (6) of the first paragraph above, such Event of Default and all consequences thereof
(excluding, however, any resulting payment default) will be annulled, waived and rescinded, automatically and without any action by the
Trustee or the Holders, if within 30 days after such Event of Default arose the Company delivers an Officers� Certificate to the Trustee stating
that (x) the Indebtedness or guarantee that is the basis for such Event of Default has been discharged or (y) the holders thereof have rescinded or
waived the acceleration, notice or action (as the case may be) giving rise to such Event of Default or (z) the default that is the basis for such
Event of Default has been cured, it being understood that in no event shall an acceleration of the principal amount of the notes as described
above be annulled, waived or rescinded upon the happening of any such events.

Holders of the notes may not enforce the indenture or the notes except as provided in the indenture. Subject to certain limitations, Holders of a
majority in principal amount of the then outstanding notes may direct the Trustee in its exercise of any trust or power. The Trustee may withhold
from Holders of the notes notice of any continuing Default or Event of Default (except a Default or Event of Default relating to the payment of
principal or interest, if any) if it determines that withholding notice is in their interest.
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The Holders of a majority in aggregate principal amount of the notes then outstanding by notice to the Trustee may on behalf of the Holders of
all of the notes waive any existing Default or Event of Default and its consequences under the indenture except a continuing Default or Event of
Default in the payment of interest or premium, if any, on, or the principal of, the notes.

The Company is required to deliver to the Trustee annually a statement regarding compliance with the indenture. Upon becoming aware of any
Default or Event of Default, the Company is required to deliver to the Trustee a statement specifying such Default or Event of Default.

No Personal Liability of Directors, Officers, Employees and Stockholders

No director, officer, employee, incorporator or stockholder of the Company or any Guarantor or the Trustee, as such, shall have any liability for
any obligations of the Company or the Guarantors under the notes, the indenture, the Subsidiary Guarantees, or for any claim based on, in
respect of, or by reason of, such obligations or their creation. Each Holder of notes by accepting a note waives and releases all such liability. The
waiver and release are part of the consideration for issuance of the notes. The waiver may not be effective to waive liabilities under the federal
securities laws.

Legal Defeasance and Covenant Defeasance

The Company may, at its option and at any time, elect to have all of its obligations discharged with respect to the outstanding notes and all
obligations of the Guarantors discharged with respect to their Subsidiary Guarantees (�Legal Defeasance�) except for:

(1) the rights of Holders of outstanding notes to receive payments in respect of the principal of, premium, if any, or interest on such notes when
such payments are due from the trust referred to below;

(2) the Company�s obligations with respect to the notes concerning issuing temporary notes, registration of notes, mutilated, destroyed, lost or
stolen notes and the maintenance of an office or agency for payment and money for security payments held in trust;

(3) the rights, powers, trusts, duties and immunities of the Trustee, and the obligations of the Company and the Guarantors in connection
therewith; and

(4) the Legal Defeasance provisions of the indenture.

In addition, the Company may, at its option and at any time, elect to have the obligations of the Company and the Guarantors released with
respect to certain covenants that are described in the indenture (�Covenant Defeasance�) and thereafter any omission to comply with those
covenants shall not constitute a Default or Event of Default with respect to the notes. In the event Covenant Defeasance occurs, certain events
(not including non-payment, bankruptcy, receivership, rehabilitation and insolvency events) described under �Events of Default� will no longer
constitute an Event of Default with respect to the notes.

In order to exercise either Legal Defeasance or Covenant Defeasance:

(1) the Company must irrevocably deposit with the Trustee, in trust, for the benefit of the Holders of the notes, cash in United States dollars,
U.S. Government Obligations, or a combination thereof, in such amounts as will be sufficient, in the opinion of an Independent Financial
Advisor, to pay the principal of, premium, if any, interest on the outstanding notes on the Stated Maturity or on the next available redemption
date, as the case may be, and the Company must specify whether the notes are being defeased to maturity or to a particular redemption date;

(2) in the case of Legal Defeasance, the Company shall have delivered to the Trustee an Opinion of Counsel reasonably acceptable to the Trustee
confirming that (a) the Company has received from, or there has been published by, the Internal Revenue Service a ruling or (b) since the Issue
Date, there has been a change in the applicable federal income tax law, in either case to the effect that, and based thereon such Opinion of
Counsel shall confirm that, the Holders of the outstanding notes will not recognize income, gain or loss for federal income tax purposes as a
result of such Legal Defeasance and will be subject to federal income tax on the same amounts, in the same manner and at the same times as
would have been the case if such Legal Defeasance had not occurred;

(3) in the case of Covenant Defeasance, the Company shall have delivered to the Trustee an Opinion of Counsel reasonably acceptable to the
Trustee confirming that the Holders of the outstanding notes will not recognize income, gain or loss for federal income tax purposes as a result
of such Covenant Defeasance and will be subject to federal income tax on the same amounts, in the same manner and at the same times as would
have been the case if such Covenant Defeasance had not occurred;
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(4) no Default or Event of Default shall have occurred and be continuing either: (a) on the date of such deposit (other than a Default or Event of
Default resulting from the borrowing of funds to be applied to such deposit); or (b) insofar as Events of Default from bankruptcy or insolvency
events are concerned, at any time in the period ending on the 91st day after the date of deposit;

(5) such Legal Defeasance or Covenant Defeasance will not result in a breach or violation of, or constitute a default under any material
agreement or instrument (other than the indenture) to which the Company or any of its Restricted Subsidiaries is a party or by which the
Company or any of its Restricted Subsidiaries is bound;

(6) the Company must have delivered to the Trustee an Opinion of Counsel to the effect that, assuming no intervening bankruptcy of the
Company or any Guarantor between the date of deposit and the 91st day following the deposit and assuming that no Holder is an �insider� of the
Company under applicable bankruptcy law, after the 91st day following the deposit, the trust funds will not be subject to the effect of any
applicable bankruptcy, insolvency, reorganization or similar laws affecting creditors� rights generally;

(7) the Company must deliver to the Trustee an Officers� Certificate stating that the deposit was not made by the Company with the intent of
preferring the Holders of notes over the other creditors of the Company with the intent of defeating, hindering, delaying or defrauding creditors
of the Company or others; and

(8) the Company must deliver to the Trustee an Officers� Certificate and an Opinion of Counsel, each stating that all conditions precedent relating
to the Legal Defeasance or the Covenant Defeasance have been complied with.

Satisfaction and Discharge

When we (1) deliver to the Trustee all outstanding notes for cancellation or (2) all outstanding notes have become due and payable, whether at
maturity or on a redemption date as a result of the mailing of notice of redemption, or (3) all outstanding notes will become due and payable
within one year or are to be called for redemption within one year under arrangements satisfactory to the Trustee and we irrevocably deposit
with the Trustee funds sufficient to pay at maturity or upon redemption all outstanding notes, including interest thereon to maturity or such
redemption date, and if in any case we pay all other sums payable hereunder by us, then the indenture shall, subject to certain exceptions, cease
to be of further effect.

Amendment, Supplement and Waiver

Except as provided in the next two succeeding paragraphs, the indenture or the notes may be amended or supplemented with the consent of the
Holders of at least a majority in aggregate principal amount of the notes then outstanding (including, without limitation, consents obtained in
connection with a purchase of, or tender offer or exchange offer for, notes), and any existing Default or compliance with any provision of the
indenture or the notes may be waived with the consent of the Holders of a majority in principal amount of the then outstanding notes (including,
without limitation, consents obtained in connection with a purchase of, or tender offer or exchange offer for, the notes).

Without the consent of each Holder affected, an amendment or waiver may not (with respect to any notes held by a non-consenting Holder):

(1) reduce the principal amount of the then outstanding notes whose Holders must consent to an amendment, supplement or waiver;

(2) reduce the principal of or change the fixed maturity of any note or alter any of the provisions with respect to the redemption of the notes;

(3) reduce the rate of or change the time for payment of interest on any note;

(4) waive a Default or Event of Default in the payment of principal of, or interest or premium, if any, on the notes (except a rescission of
acceleration of the notes by the Holders of at least a majority in aggregate principal amount of the then outstanding notes and a waiver of the
payment default that resulted from such acceleration);

(5) make any note payable in money other than that stated in the notes;

(6) make any change in the provisions of the indenture relating to waivers of past Defaults or the rights of Holders of notes to receive payments
of principal of, or interest or premium, if any, on the notes;
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(9) release any Guarantor from any of its obligations under its Subsidiary Guarantee or the indenture, except in accordance with the terms of the
indenture; or

(10) make any change in the preceding amendment and waiver provisions.

Notwithstanding the preceding, without the consent of any Holder of notes, the Company, the Guarantors and the Trustee may amend or
supplement the indenture or the notes:

(1) to cure any ambiguity, defect or inconsistency;

(2) to provide for uncertificated notes in addition to or in place of certificated notes;

(3) to provide for the assumption of the Company�s or any Guarantor�s obligations to Holders of notes by a successor to the Company in the case
of a merger or consolidation or sale of all or substantially all of the Company�s assets;

(4) to make any change that would provide any additional rights or benefits to the Holders of notes or that does not adversely affect the legal
rights under the indenture of any such Holder in any material respect;

(5) to comply with requirements of the SEC in order to effect or maintain the qualification of the indenture under the Trust Indenture Act;

(6) to add a Guarantor;

(7) to evidence and provide the acceptance of a successor Trustee;

(8) to conform the text of the indenture, the Subsidiary Guarantees or the notes to any provision of this �Description of Notes� to the extent that
such provision in this �Description of Notes� was intended to be a verbatim recitation of a provision of the indenture, the Subsidiary Guarantees or
the notes;

(9) to provide for the issuance of Additional Notes and related guarantees in accordance with the limitations set forth in the indenture; or

(10) to comply with the rules of any applicable securities depository.

Concerning the Trustee

If the Trustee becomes a creditor of the Company or any Guarantor, the indenture limits its right to obtain payment of claims in certain cases, or
to realize on certain property received in respect of any such claim as security or otherwise. The Trustee will be permitted to engage in other
transactions; however, if it acquires any conflicting interest it must eliminate such conflict within 90 days, apply to the SEC for permission to
continue or resign.

The Holders of a majority in principal amount of the then outstanding notes will have the right to direct the time, method and place of
conducting any proceeding for exercising any remedy available to the Trustee or exercising any trust power conferred on the Trustee, subject to
certain exceptions. The indenture provides that in case an Event of Default shall occur and be continuing, the Trustee will be required, in the
exercise of its power, to use the degree of care of a prudent man in the conduct of his own affairs. The Trustee will be under no obligation to
exercise any of its rights or powers under the indenture at the request of any Holder of notes, unless such Holder shall have offered to the
Trustee security and indemnity satisfactory to it against the costs, expenses and liabilities that might be incurred by the Trustee in compliance
with such request or direction.

Certain Definitions

Set forth below are certain defined terms used in the indenture. Reference is made to the indenture for a full disclosure of all such terms, as well
as any other capitalized terms used herein for which no definition is provided.

�Acquired Debt� means, with respect to any specified Person:
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(1) Indebtedness of any other Person existing at the time such other Person is merged with or into, or became a Subsidiary of, such specified
Person, whether or not such Indebtedness is incurred in connection with, or in contemplation of, such other Person merging with or into, or
becoming a Subsidiary of, such specified Person; and

(2) Indebtedness secured by a Lien encumbering any asset acquired by such specified Person.

�Affiliate� of any specified Person means any other Person directly or indirectly controlling or controlled by or under direct or indirect common
control with such specified Person. For purposes of this definition, �control,� as used with respect to any Person, shall mean the possession,
directly or indirectly, of the power to direct or cause the direction of the management or policies of such Person, whether through the ownership
of voting securities, by agreement or otherwise;
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provided, that beneficial ownership of 10% or more of the total voting power of the Voting Stock of a Person shall be deemed to be control. For
purposes of this definition, the terms �controlling,� �controlled by� and �under common control with� shall have correlative meanings.

�Applied Proceeds Amount� means (i) when used with respect to term Indebtedness, the aggregate amount of all Net Proceeds of Asset Sales
applied by the Company or any of its Subsidiaries since the Issue Date to repay term Indebtedness incurred under Credit Facilities pursuant to
the covenant described above under the caption �Repurchase at the Option of Holders�Asset Sales� and (ii) when used with respect to revolving
credit Indebtedness, the aggregate amount of all Net Proceeds of Asset Sales applied by the Company or any of its Subsidiaries since the Issue
Date to repay any revolving credit Indebtedness under a Credit Facility and effect a corresponding commitment reduction thereunder pursuant to
the covenant described above under the caption �Repurchase at the Option of Holders�Asset Sales.�

�Asset Sale� means:

(1) the sale, lease, conveyance or other disposition of any assets or rights, other than sales of inventory in the ordinary course of business;
provided, that the sale, conveyance or other disposition of all or substantially all of the assets of the Company and its Restricted Subsidiaries
taken as a whole will be governed by the provisions of the indenture described above under the caption ��Repurchase at the Option of
Holders�Change of Control� and/or the provisions described above under the caption ��Certain Covenants�Merger, Consolidation or Sale of Assets�
and not by the provisions of the Asset Sale covenant; and

(2) the issuance of Equity Interests by any of the Company�s Restricted Subsidiaries or the sale of Equity Interests in any of its Restricted
Subsidiaries.

Notwithstanding the preceding, the following items shall not be deemed to be Asset Sales:

(i) any single transaction or series of related transactions that involves assets having a fair market value of less than $5.0 million;

(ii) a transfer of assets between or among the Company and its Restricted Subsidiaries;

(iii) an issuance of Equity Interests by a Restricted Subsidiary to the Company or to another Restricted Subsidiary;

(iv) the sale, lease or transfer, as applicable, of equipment, inventory, accounts receivable (or interests therein) or other assets in the ordinary
course of business or pursuant to a Permitted Securitization Program;

(v) the sale or other disposition of cash or Cash Equivalents and Investment Securities;

(vi) the sale, lease or other disposition of any assets or rights to the extent constituting a Restricted Payment or Permitted Investment that is
permitted by the covenant described above under the caption ��Certain Covenants�Restricted Payments;�

(vii) any sale or other disposition of damaged, worn-out, obsolete or no longer useful assets or properties in the ordinary course of business;

(viii) the sale or discounting of accounts receivable in the ordinary course of business;

(ix) any sale of assets received (x) in compromise of (1) obligations of trade creditors or customers owing to the Company or a Restricted
Subsidiary incurred in the ordinary course of business, including pursuant to any plan of reorganization or similar arrangement upon the
bankruptcy or insolvency of any trade creditor or customer or (2) litigation, arbitration or other disputes; or (y) as a result of a foreclosure by the
Company or any of its Restricted Subsidiaries with respect to any secured Investment or other transfer of title with respect to any secured
Investment in default;

(x) the sale or lease of inventory, products or services or the lease, assignment or sub-lease of any real or personal property in the ordinary
course of business;

(xi) any sale of Equity Interests in, or Indebtedness or other securities of, an Unrestricted Subsidiary;

(xii) the granting of Liens not otherwise prohibited by the indenture; and
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(xiii) the surrender or waiver of contract rights or the settlement, release or surrender of contract, tort or other claims.

�Attributable Debt� in respect of a sale and leaseback transaction means, at the time of determination, the present value of the obligation of the
lessee for net rental payments during the remaining term of the lease included in such sale and leaseback transaction including any period for
which such lease has been extended or may, at the option of the lessor, be
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extended. Such present value shall be calculated using a discount rate equal to the rate of interest implicit in such transaction, determined in
accordance with GAAP.

�Bankruptcy Law� means Title 11, U.S. Code or any similar federal, state or foreign law for the relief of debtors.

�Board of Directors� means (i) with respect to a corporation, the board of directors or a duly authorized committee of the board of directors of the
corporation, (ii) with respect to a partnership, the board of directors or a duly authorized committee of the board of directors of the general
partner of the partnership or, in the case of a general partner other than a corporation, the Person or the board or committee of such person
serving a similar function; and (iii) with respect to any other Person, the board or committee of such Person serving a similar function.

�Board Resolution� means a copy of a resolution certified by the Secretary or an Assistant Secretary of the applicable Person to have been duly
adopted by the Board of Directors of such Person and to be in full force and effect on the date of such certification, and delivered to the Trustee.

�Capital Lease Obligation� means, at the time any determination thereof is to be made, the amount of the liability in respect of a capital lease that
would at that time be required to be capitalized on a balance sheet in accordance with GAAP.

�Capital Stock� means:

(1) in the case of a corporation, corporate stock;

(2) in the case of an association or business entity, any and all shares, interests, participations, rights or other equivalents (however designated)
of corporate stock;

(3) in the case of a partnership or limited liability company, partnership or membership interests (whether general or limited); and

(4) any other interest or participation that confers on a Person the right to receive a share of the profits and losses of, or distributions of assets of,
the issuing Person, but in any event excluding interests in pools of accounts receivable or inventory sold by a Securitization Subsidiary pursuant
to a Permitted Securitization Program.

�Cash Equivalents� means:

(1) United States dollars;

(2) securities issued or directly and fully guaranteed or insured by the United States government or any agency or instrumentality thereof
(provided, that the full faith and credit of the United States is pledged in support thereof) having maturities of not more than six months from the
date of acquisition;

(3) certificates of deposit and Eurodollar time deposits with maturities of six months or less from the date of acquisition, bankers� acceptances
with maturities not exceeding six months and overnight bank deposits, in each case, with any domestic commercial bank having capital and
surplus in excess of $500.0 million and a Thomson Bank Watch Rating of �B� or better;

(4) repurchase obligations with a term of not more than seven days for underlying securities of the types described in clauses (2) and (3) above
entered into with any financial institution meeting the qualifications specified in clause (3) above;

(5) commercial paper having the highest ratings obtainable from Moody�s Investors Service, Inc. or Standard & Poor�s Rating Services and in
each case maturing within six months after the date of acquisition; and

(6) money market funds at least 95% of the assets of which constitute Cash Equivalents of the kinds described in clauses (1) through (5) of this
definition.

�Change of Control� means the occurrence of any of the following:

(1) the direct or indirect sale, transfer, conveyance or other disposition (other than by way of merger or consolidation), in one or a series of
related transactions, of all or substantially all of the properties or assets of the Company and its Subsidiaries taken as a whole to any �person� or
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�group� (as such terms are used in Section 13(d)(3) of the Exchange Act) other than a Permitted Holder;

(2) any �person� or �group� (as such terms are used in Section 13(d)(3) of the Exchange Act), other than one or more Permitted Holders, becomes
the ultimate �beneficial owner,� as defined in Rule 13d-3 under the Exchange Act, of more than 50% of the total voting power of the Voting Stock
of the Company on a fully-diluted basis;

(3) the adoption of a plan relating to the liquidation or dissolution of the Company;
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(4) the consummation of any transaction (including, without limitation, any merger, consolidation or recapitalization) to which the Company is a
party, other than a merger or consolidation of the Company with a Permitted Holder, the result of which is that, immediately after such
transaction, the holders of all of the outstanding Voting Stock of the Company immediately prior to such transaction hold, directly or indirectly,
less than 50.1% of the Voting Stock of the Person surviving such transaction, measured by voting power rather than number of shares; or

(5) the first day on which a majority of the members of the Board of Directors of the Company are not Continuing Directors.

�Consolidated Cash Flow� means, with respect to any specified Person for any period, the Consolidated Net Income of such Person for such
period plus:

(1) provision for taxes based on income or profits of such Person and its Restricted Subsidiaries for such period, to the extent that such provision
for taxes was deducted in computing such Consolidated Net Income; plus

(2) consolidated interest expense of such Person and its Restricted Subsidiaries for such period, whether paid or accrued and whether or not
capitalized (including, without limitation, amortization of original issue discount, non-cash interest payments, the interest component of any
deferred payment obligations, the interest component of all payments associated with Capital Lease Obligations, imputed interest with respect to
Attributable Debt, commissions, discounts and other fees and charges incurred in respect of letter of credit or bankers� acceptance financings, and
net of the effect of all payments made or received pursuant to Hedging Obligations), to the extent that any such expense was deducted in
computing such Consolidated Net Income; plus

(3) depreciation, amortization (including amortization of goodwill and other intangibles but excluding amortization of prepaid cash expenses that
were paid in a prior period) and other non-cash expenses (excluding any such non-cash expense to the extent that it represents an accrual of or
reserve for cash expenses in any future period or amortization of a prepaid cash expense that was paid in a prior period) of such Person and its
Restricted Subsidiaries for such period to the extent that such depreciation, amortization and other non-cash expenses were deducted in
computing such Consolidated Net Income; plus

(4) any lease termination costs, severance costs, facility shutdown costs and other restructuring charges related to or associated with a permanent
reduction in capacity, closure of plants or facilities, cut-backs or plant closures or a significant reconfiguration of a facility; plus

(5) non-cash items increasing such Consolidated Net Income for such period, other than the accrual of revenue in the ordinary course of
business, in each case, on a consolidated basis and determined in accordance with GAAP.

Notwithstanding the preceding, the provision for taxes based on the income or profits of, and the depreciation and amortization and other
non-cash expenses of, a Restricted Subsidiary of the Company, unless such Restricted Subsidiary is a Guarantor and its Subsidiary Guarantee
remains in full force and effect, shall be added to Consolidated Net Income to compute Consolidated Cash Flow of the Company only to the
extent that a corresponding amount would be permitted at the date of determination to be dividended or distributed to the Company or a
Restricted Subsidiary by such Restricted Subsidiary without prior governmental approval (that has not been obtained), and without direct or
indirect restriction pursuant to the terms of its charter and all agreements, instruments, judgments, decrees, orders, statutes, rules and
governmental regulations applicable to that Restricted Subsidiary or its stockholders.

�Consolidated Net Income� means, with respect to any specified Person for any period, the aggregate of the Net Income of such Person and its
Restricted Subsidiaries for such period, on a consolidated basis, determined in accordance with GAAP; provided, that:

(1) any gain (or loss), together with any related provision for taxes on such gain (or loss), realized in connection with (a) any Asset Sale
(including, without limitation, dispositions pursuant to sale and leaseback transactions); or (b) the disposition of any securities by such Person or
any of its Restricted Subsidiaries or the extinguishment of any Indebtedness of such Person or any of its Restricted Subsidiaries, shall be
excluded;

(2) any extraordinary gain (or loss) or non-recurring gain (or loss), together with any related provision for taxes on such extraordinary gain (or
loss) or non-recurring gain (or loss), and any extraordinary, unusual or non-recurring fees, expenses or charges, shall be excluded;

(3) the Net Income of any Person that is not a Restricted Subsidiary or that is accounted for by the equity method of accounting shall be included
only to the extent of the amount of dividends or distributions paid in cash to the specified Person or a Restricted Subsidiary thereof;
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force and effect, shall be excluded to the extent that the declaration or payment of
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dividends or similar distributions by that Restricted Subsidiary of that Net Income is not at the date of determination permitted without any prior
governmental approval (that has not been obtained) or, directly or indirectly, by operation of the terms of its charter or any agreement,
instrument, judgment, decree, order, statute, rule or governmental regulation applicable to that Restricted Subsidiary or its stockholders;
provided that the aggregate amount of such Net Income that could be paid to the Company or a Restricted Subsidiary by loans or advances or
repayments of loans or advances, intercompany transfer or otherwise will be included in Consolidated Net Income;

(5) the cumulative effect of a change in accounting principles shall be excluded;

(6) any unrealized non-cash gains or losses or charges in respect of hedge or non-hedge derivatives (including those resulting from the
application of Statements of Financial Accounting Standards No. 133) shall be excluded;

(7) any non-cash impairment charges resulting from the application of Statements of Financial Accounting Standards No. 142 and No. 144 and
the amortization of intangibles pursuant to Statement of Financial Accounting Standards No. 141 shall be excluded; and

(8) any non-cash charges associated with any premium or penalty paid, write-off of deferred financing costs or other financial recapitalization
charges in connection with redeeming or retiring any Indebtedness prior to its Stated Maturity to the extent deducted in the calculation of Net
Income shall be excluded.

�continuing� means, with respect to any Default or Event of Default, that such Default or Event of Default has not been cured or waived.

�Continuing Directors� means, as of any date of determination, any member of the Board of Directors of the Company who:

(1) was a member of such Board of Directors on the Issue Date; or

(2) was nominated for election or elected to such Board of Directors with the approval of a majority of the Continuing Directors who were
members of such board at the time of such nomination or election.

�Credit Facilities� means, one or more debt facilities (including, without limitation, the Existing Credit Facilities) or commercial paper facilities or
Debt Issuances, in each case with banks, investment banks, insurance companies, mutual funds and/or other institutional lenders or institutional
investors providing for revolving credit loans, term loans, receivables or inventory financing (including through the sale of receivables or
inventory to such lenders or investors or to special purpose entities formed to borrow from (or sell receivables to) such lenders against such
receivables or inventory), letters of credit or Debt Issuances, in each case, as amended, extended, renewed, restated, refinanced (including
refinancing with Debt Issuances), supplemented or otherwise modified (in whole or in part, and without limitation as to amounts, terms,
conditions, covenants and other provisions) from time to time.

�Debt Issuances� means, with respect to the Company or any of its Restricted Subsidiaries, one or more issuances of Indebtedness evidenced by
notes, debentures, bonds or other similar securities or instruments after the Issue Date.

�Default � means any event, act or condition that is, or after notice or with the passage of time or both would be, an Event of Default.

�Disqualified Stock� means any Capital Stock that, by its terms (or by the terms of any security into which it is convertible, or for which it is
exchangeable, in each case at the option of the holder thereof), or upon the happening of any event, matures or is mandatorily redeemable,
pursuant to a sinking fund obligation or otherwise, or redeemable at the option of the holder thereof, in whole or in part, on or prior to the date
that is 91 days after the date on which the notes mature. Notwithstanding the preceding sentence, any Capital Stock that would constitute
Disqualified Stock solely because the holders thereof have the right to require the Company to repurchase such Capital Stock upon the
occurrence of a Change of Control or an Asset Sale shall not constitute Disqualified Stock if the terms of such Capital Stock provide that the
Company may not repurchase or redeem any such Capital Stock pursuant to such provisions unless such repurchase or redemption complies with
the covenant described above under the caption ��Certain Covenants�Restricted Payments.�

�Domestic Borrowing Base� means, as of a date of determination, the sum of (i) 85% of the book value of the outstanding accounts receivable of
the Company and its Domestic Restricted Subsidiaries (as such accounts receivable would be shown on a consolidated balance sheet of the
Company and its Domestic Restricted Subsidiaries prepared in accordance with GAAP), less allowance for doubtful accounts, plus (ii) 80% of
the inventory of the Company and its Domestic Restricted Subsidiaries (as such inventory would be shown on a consolidated balance sheet of
the Company and its Domestic Restricted Subsidiaries prepared in accordance with GAAP); provided that for purposes of determining the
Domestic Borrowing Base as of a date of determination, any accounts receivable or inventory that has been sold or otherwise
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transferred to a Securitization Subsidiary pursuant to a Permitted Securitization Program shall not be included in the Domestic Borrowing Base
for purposes of the calculation thereof.

�Domestic Restricted Subsidiary� means any Restricted Subsidiary that was formed under the laws of the United States or any state thereof or the
District of Columbia.

�Douglas Facility� means the Company�s processing facility located in Douglas, Georgia.

�Equity Interests� means Capital Stock and all warrants, options or other rights to acquire Capital Stock (but excluding any debt security that is
convertible into, or exchangeable for, Capital Stock).

�Equity Offering� means any public sale of the Company�s Equity Interests (other than Disqualified Stock) by the Company, but excluding in any
event any issuance or sale (1) to any Affiliate of the Company or (2) pursuant to employee benefit plans or otherwise in connection with the
compensation of officers, directors or employees.

�Excluded Indebtedness� means, with respect to any Restricted Subsidiary of the Company, (i) Indebtedness (including Guarantees of
Indebtedness of another Person) in an aggregate principal amount (including the principal amount of any Indebtedness of another Person with
respect to which such Restricted Subsidiary has given a Guarantee) less than or equal to $5.0 million, (ii) intercompany Indebtedness between or
among such Restricted Subsidiary and the Company or any of its other Restricted Subsidiaries and (iii) if such Restricted Subsidiary is a Foreign
Subsidiary Holding Company, any Guarantee by such Restricted Subsidiary of the Indebtedness of any of the Foreign Restricted Subsidiaries
whose Equity Interests it holds.

�Existing Credit Facilities� means, collectively, the Existing U.S. Credit Facilities and the Existing Foreign Credit Facility.

�Existing Foreign Credit Facility� means the facility evidenced by the Credit Agreement, by and among Avicola Pilgrim�s Pride de Mexico, S. de
R.L. de C.V., the Company, certain subsidiaries of Avicola Pilgrim�s Pride de Mexico, S. de R.L. de C.V., ING Capital LLC, ING Bank
(Mexico), S.A. Institucion de Banca Multiple, ING Grupo Financiero, BBVA Bancomer, S.A., Institucion de Banca Multiple, Grupo Financiero
BBVA Bancomer, Bank of America N.A., Comerica Bank and the several lenders from time to time party thereto, dated as of September 25,
2006, and the related notes, collateral documents, guarantees and agreements, each as it may be amended, restated, amended and restated,
renewed, refinanced, supplemented or otherwise modified from time to time.

�Existing Indebtedness� means all Indebtedness of the Company and its Subsidiaries (other than Indebtedness under the Existing Credit Facilities)
in existence on the date of the indenture, until such amounts are repaid.

�Existing U.S. Credit Facilities� means the facility evidenced by the Credit Agreement, dated as of December 28, 2009, among the Company,
To-Ricos, Ltd., a Bermuda company, and To-Ricos Distribution, Ltd., a Bermuda company, as Borrowers, the other Loan Parties party thereto,
the Lenders party thereto, CoBank, ACB, as Administrative Agent, CoBank, ACB and Coôperative Centrale Raiffeisen-Boerenleenbank B.A.,
�Rabobank International�, New York Branch, and Bank of Montreal, as Joint Syndication Agents, CoBank, ACB, Coôperative Centrale
Raiffeisen-Boerenleenbank B.A., �Rabobank International�, New York Branch, Bank of Montreal, Barclays Capital, the investment banking
division of Barclays Bank PLC, Morgan Stanley Senior Funding, Inc. and ING Capital LLC, as Joint Lead Arrangers and Joint Bookrunners,
Barclays Bank PLC, Morgan Stanley Senior Funding, Inc. and ING Capital LLC, as Joint Documentation Agents, and CoBank, ACB, as
Collateral Agent, as it may be amended, restated, amended and restated, renewed, refinanced, supplemented or otherwise modified from time to
time.

�Fixed Charge Coverage Ratio� means with respect to any specified Person for any period, the ratio of the Consolidated Cash Flow of such
Person for such period to the Fixed Charges of such Person for such period. In the event that the specified Person or any of its Restricted
Subsidiaries incurs, assumes, Guarantees, repays, repurchases or redeems any Indebtedness (other than ordinary working capital borrowings) or
issues, repurchases or redeems Preferred Stock subsequent to the commencement of the period for which the Fixed Charge Coverage Ratio is
being calculated and on or prior to the date on which the event for which the calculation of the Fixed Charge Coverage Ratio is made (the
�Calculation Date�), then the Fixed Charge Coverage Ratio shall be calculated giving pro forma effect to such incurrence, assumption, Guarantee,
repayment, repurchase or redemption of Indebtedness, or such issuance, repurchase or redemption of Preferred Stock, and the use of the
proceeds therefrom as if the same had occurred at the beginning of the applicable reference period.

In addition, for purposes of calculating the Fixed Charge Coverage Ratio:
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through mergers or consolidations and including any related financing transactions, and any reclassification as discontinued operations of the
specified Person or any of its Restricted Subsidiaries, in each case occurring during the applicable reference period or subsequent to such
reference period and on or prior to the Calculation Date, shall be given pro forma effect as if they had occurred on the first day of the applicable
reference period;

(2) consolidated interest expense attributable to interest on any Indebtedness (whether existing or being incurred) computed on a pro forma basis
and bearing a floating interest rate shall be computed as if the rate in effect on the Calculation Date (taking into account any Hedging Obligation
applicable to such Indebtedness if such Hedging Obligation has a remaining term in excess of 12 months or, if shorter, at least equal to the
remaining term of such Indebtedness) had been the applicable rate for the entire period;

(3) the Fixed Charges attributable to discontinued operations, as determined in accordance with GAAP, and operations or businesses disposed of
prior to the Calculation Date, shall be excluded, but only to the extent that the obligations giving rise to such Fixed Charges will not be
obligations of the specified Person or any of its Restricted Subsidiaries following the Calculation Date;

(4) any Person that is a Restricted Subsidiary on the Calculation Date will be deemed to have been a Restricted Subsidiary at all times during the
applicable reference period; and

(5) any Person that is not a Restricted Subsidiary on the Calculation Date will be deemed not to have been a Restricted Subsidiary at any time
during the applicable reference period;

provided, that to the extent clause (1) above requires that any transaction referred to therein be given pro forma effect, such pro forma
calculation shall be made in good faith by a responsible financial or accounting officer of the Company and may include, without duplication,
cost savings, synergies and operating expense reductions resulting from such transaction that have been realized or are expected, in the
reasonable judgment of such financial or accounting officer, to be realized within twelve months of the effective date of such transaction,
whether or not such cost savings, synergies or operating expense reductions would be allowed under Regulation S-X promulgated by the SEC or
any other regulation or policy of the SEC).

�Fixed Charges� means, with respect to any specified Person for any period, the sum, without duplication, of:

(1) the consolidated interest expense of such Person and its Restricted Subsidiaries for such period, whether paid or accrued, including, without
limitation, amortization of original issue discount, non-cash interest payments, the interest component of any deferred payment obligations, the
interest component of all payments associated with Capital Lease Obligations, imputed interest with respect to Attributable Debt, commissions,
discounts and other fees and charges incurred in respect of letter of credit or bankers� acceptance financings, and net of the effect of all payments
made or received pursuant to Hedging Obligations; plus

(2) any interest expense on Indebtedness of another Person that is guaranteed by such Person or one of its Restricted Subsidiaries or secured by a
Lien on assets of such Person or one of its Restricted Subsidiaries, whether or not such Guarantee or Lien is called upon; plus

(3) the product of (a) all dividends, whether paid or accrued, whether or not in cash, on any series of Preferred Stock of such Person or any of its
Restricted Subsidiaries, other than dividends on Equity Interests payable solely in Equity Interests of such Person (other than Disqualified Stock)
or to such Person or a Restricted Subsidiary of such Person, times (b) a fraction, the numerator of which is one and the denominator of which is
one minus the then current combined federal, state and local statutory tax rate of such Person, expressed as a decimal, in each case, on a
consolidated basis and in accordance with GAAP.

�Foreign Borrowing Base� means, as of a date of determination, the sum of (i) 85% of the book value of the outstanding accounts receivable of
the Company�s Foreign Restricted Subsidiaries (as such accounts receivable would be shown on a combined balance sheet of the Company�s
Foreign Restricted Subsidiaries prepared in accordance with GAAP), less allowance for doubtful accounts, plus (ii) 80% of the inventory of the
Company�s Foreign Restricted Subsidiaries (as such inventory would be shown on a combined balance sheet of the Company�s Foreign Restricted
Subsidiaries prepared in accordance with GAAP); provided that for purposes of determining the Foreign Borrowing Base as of a date of
determination, any accounts receivable or inventory that has been sold or otherwise transferred to a Securitization Subsidiary pursuant to a
Permitted Securitization Program shall not be included in the Foreign Borrowing Base for purposes of the calculation thereof.

�Foreign Restricted Subsidiary� means any Restricted Subsidiary that is not a Domestic Restricted Subsidiary and with respect to which more
than 80% of its assets (determined on a consolidated basis in accordance with GAAP) are located in territories and jurisdictions outside of the
United States of America.
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�Foreign Subsidiary Holding Company� means any Domestic Restricted Subsidiary with no material operations or assets other than Equity
Interests of Foreign Restricted Subsidiaries.

�GAAP � means generally accepted accounting principles set forth in the opinions and pronouncements of the Accounting Principles Board of the
American Institute of Certified Public Accountants and statements and pronouncements of the Financial Accounting Standards Board or in such
other statements by such other entity as have been approved by a significant segment of the accounting profession, which are in effect on the
Issue Date.

�Guarantee� means a guarantee other than by endorsement of negotiable instruments for collection in the ordinary course of business, direct or
indirect, in any manner including, without limitation, by way of a pledge of assets or through letters of credit or reimbursement agreements in
respect thereof, of all or any part of any Indebtedness.

�Guarantors � means any Domestic Restricted Subsidiary that executes a Subsidiary Guarantee in accordance with the provisions of the indenture
and its respective successors and assigns.

�Hedging Obligations� means, with respect to any specified Person, the obligations of such Person under:

(1) interest rate swap agreements, interest rate cap agreements and interest rate collar agreements and other agreements or arrangements
designed to protect such Person against fluctuations in interest rates;

(2) any foreign exchange contract, currency swap agreement or other similar agreement or arrangement designed to protect such Person against
fluctuations in currency values; and

(3) any commodity futures or option contract or other similar commodity hedging contract designed to protect such person against fluctuations
in commodity prices.

�Indebtedness� means, with respect to any specified Person, any indebtedness of such Person, whether or not contingent, in respect of:

(1) borrowed money;

(2) evidenced by bonds, notes, debentures or similar instruments or letters of credit (or reimbursement agreements in respect thereof);

(3) banker�s acceptances;

(4) representing Capital Lease Obligations;

(5) the balance deferred and unpaid of the purchase price of any property, except any such balance that constitutes an accrued expense or trade
payable incurred in the ordinary course of business; or

(6) representing any Hedging Obligations,

if and to the extent any of the preceding items (other than letters of credit and Hedging Obligations) would appear as a liability upon a balance
sheet of the specified Person prepared in accordance with GAAP. In addition, the term �Indebtedness� includes all Indebtedness of others secured
by a Lien on any asset of the specified Person (whether or not such Indebtedness is assumed by the specified Person) and, to the extent not
otherwise included, the Guarantee by the specified Person of any indebtedness of any other Person.

The amount of any Indebtedness outstanding as of any date shall be:

(1) the accreted value thereof, in the case of any Indebtedness issued with original issue discount; and

(2) the principal amount thereof, together with any interest thereon that is more than 30 days past due, in the case of any other Indebtedness.

�Independent Financial Advisor� means an accounting, appraisal, investment banking firm or consultant to Persons of nationally recognized
standing that is, in the judgment of the Company�s Board of Directors, qualified to perform the task for which it has been engaged.
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�Intercompany Bonds� means an Investment by the Company or a Restricted Subsidiary in, and Indebtedness of the Company or another
Restricted Subsidiary incurred in connection with, bonds, notes, debentures or similar instruments issued by any federal, state or local
government of the United States or any state, territory, municipality, regulatory or administrative authority or instrumentality or agency thereof
in which such bonds, notes, debentures or instruments are fully secured as to payment of both principal and interest by a requisition, loan, lease
or similar payment agreement with the Company or a Restricted Subsidiary.
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�Investment Grade Status� exists as of a date if at such date (i) the debt rating of Moody�s is at least Baa3 (or the equivalent) or higher and (ii) the
debt rating of S&P is at least BBB- (or the equivalent) or higher, or if either such entity ceases to rate the notes for reasons outside of our
control, the equivalent investment grade credit rating from any other Rating Agency.

�Investments� means, with respect to any Person, all investments by such Person in other Persons (including Affiliates) in the form of direct or
indirect loans (including Guarantees or other obligations), advances or capital contributions (excluding commission, travel and similar advances
to officers and employees made in the ordinary course of business), purchases or other acquisitions for consideration of Indebtedness, Equity
Interests or other securities, together with all items that are or would be classified as investments on a balance sheet prepared in accordance with
GAAP. If the Company or any Restricted Subsidiary of the Company sells or otherwise disposes of any Equity Interests of any direct or indirect
Restricted Subsidiary of the Company such that, after giving effect to any such sale or disposition, such Person is no longer a Restricted
Subsidiary of the Company, the Company shall be deemed to have made an Investment on the date of any such sale or disposition equal to the
fair market value of the Equity Interests of such Restricted Subsidiary not sold or disposed of in an amount determined as provided in the final
paragraph of the covenant described above under the caption ��Certain Covenants�Restricted Payments.� The acquisition by the Company or any
Restricted Subsidiary of the Company of a Person that holds an Investment in a third Person shall be deemed to be an Investment by the
Company or such Restricted Subsidiary in such third Person in an amount equal to the fair market value of the Investment held by the acquired
Person in such third Person in an amount determined as provided in the final paragraph of the covenant described above under the caption
��Certain Covenants�Restricted Payments.� In addition, the fair market value of the net assets of any Restricted Subsidiary at the time that such
Restricted Subsidiary is designated an Unrestricted Subsidiary shall be deemed to be an �Investment� made by the Company in such Unrestricted
Subsidiary.

�Investment Securities� means:

(1) securities or obligations issued or directly and fully guaranteed or insured by the U.S. government or any agency or instrumentality thereof
(other than Cash Equivalents) and, in each case, with maturities not exceeding ten years from the date of acquisition;

(2) Investments in any fund that invests exclusively in Investments of the type described in clause (1), which fund may also hold immaterial
amounts of cash pending investment and/or distribution;

(3) repurchase agreements fully collateralized by U.S. government and/or agency securities with a maximum maturity of seven days;

(4) Investments in (a) direct obligations and securities issued by any state of the U.S. or any political subdivision of any such state or public
instrumentality thereof, (b) debt securities of a corporation, including corporate notes, medium term notes and Rule 144A private placement
notes, (c) asset-backed securities, (d) mortgage-backed securities and commercial mortgage backed securities, (e) collateralized mortgage
obligations, (f) obligations of sovereign and supranational entities and other municipal debt obligations, (g) remarketed or auction rate preferred
shares of closed end mutual funds, (h) money market mutual funds with a minimum $1.0 billion average asset size for the previous 12 months,
(i) common stock listed on a U.S. national stock exchange or traded in the over-the-counter market and (j) debt obligations of non-U.S.
governments, sovereign entities or supranational agencies, so long as, in each case, at the time of purchase or acquisition of any such Investment,
(A) other than Investments described in sub-clauses (h) and (i) of this clause (4), the Investment had a long-term senior unsecured debt rating of
not less than Baa3 by Moody�s and not less than BBB- by S&P and an effective maturity not exceeding ten years from the date of acquisition and
(B) with respect to Investments described in sub-clause (i) of this clause (4), the aggregate amount of such Investments held by the Company at
the time of acquisition of any such Investment does not exceed 10% of the total amount of Investment Securities then held by the Company; and

(5) Investments in commercial paper rated P1 by Moody�s or A1 by S&P, which matures within one year of issuance thereof, or in any fund that
invests exclusively in such commercial paper.

�Issue Date� means the date of the original issuance of the first notes under the indenture.

�JBS Holdings � means JBS USA Holdings, Inc.

�JBS Subordinated Indebtedness� means unsecured Subordinated Indebtedness owed to JBS Holdings or any of its Affiliates; provided, however
that (a) no principal or interest payment (other than interest paid in kind with additional JBS Subordinated Indebtedness) or prepayment prior to
June 28, 2015 is required to be made pursuant to the terms of such Indebtedness, (b) the Stated Maturity of such Indebtedness shall not be earlier
than June 28, 2015 and (c) such Indebtedness shall otherwise be incurred in accordance with the Existing U.S. Credit Facilities.
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�Lien� means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance of any kind in respect of such asset,
whether or not filed, recorded or otherwise perfected under applicable law, including any conditional sale or other title retention agreement, any
lease in the nature thereof, and any option or other agreement to sell or give a security interest in having substantially the same economic effect
as any of the foregoing.

�Moody�s� means Moody�s Investors Service, Inc. or any successor to the rating agency business thereof.

�Net Income� means, with respect to any specified Person, the net income (loss) of such Person, determined in accordance with GAAP and before
any reduction in respect of Preferred Stock dividends.

�Net Proceeds� means the aggregate cash proceeds received by the Company or any of its Restricted Subsidiaries in respect of any Asset Sale
(including, without limitation, any cash received upon the sale or other disposition of any non-cash consideration received in any Asset Sale), net
of the direct costs relating to such Asset Sale, including, without limitation, legal, accounting and investment banking fees, and sales
commissions, and any relocation expenses incurred as a result thereof, taxes paid or payable as a result thereof, in each case, after taking into
account any available tax credits or deductions and any tax sharing arrangements and amounts required to be applied to the repayment of
Indebtedness, including any Indebtedness secured by a Lien on the asset or assets that were the subject of such Asset Sale and any reserve for
adjustment in respect of the sale price of such asset or assets established in accordance with GAAP, including without limitation, pension and
post-employment benefit liabilities and liabilities related to environmental matters or against any indemnification obligations associated with
such transaction.

�Non-Recourse Indebtedness� means Indebtedness:

(1) as to which neither the Company nor any of its Restricted Subsidiaries (a) provides credit support of any kind (including any undertaking,
agreement or instrument that would constitute Indebtedness), (b) is directly or indirectly liable as a guarantor or otherwise or (c) constitutes the
lender; and

(2) no default with respect to which (including any rights that the holders thereof may have to take enforcement action against an Unrestricted
Subsidiary) would permit upon notice, lapse of time or both any holder of any other Indebtedness (other than the notes offered hereby) of the
Company or any of its Restricted Subsidiaries to declare a default on such other Indebtedness or cause the payment thereof to be accelerated or
payable prior to its Stated Maturity.

�Obligations � means any principal, interest, penalties, fees, indemnifications, reimbursements, damages and other liabilities payable under the
documentation governing any Indebtedness.

�Permitted Acquisition Indebtedness� means Indebtedness or Disqualified Stock of the Company or any of the Company�s Restricted Subsidiaries
to the extent such Indebtedness or Disqualified Stock was Indebtedness or Disqualified Stock of:

(1) a Subsidiary (other than an Unrestricted Subsidiary) prior to the date on which such Subsidiary became a Restricted Subsidiary; or

(2) a Person that was merged or amalgamated into the Company or a Restricted Subsidiary; provided that on the date such Subsidiary became a
Restricted Subsidiary or the date such Person was merged and amalgamated into the Company or a Restricted Subsidiary, as applicable, after
giving pro forma effect thereto, (a) the Restricted Subsidiary or the Company, as applicable, would be permitted to incur at least $1.00 of
additional Indebtedness pursuant to the Fixed Charge Coverage Ratio test described under ��Certain Covenants�Incurrence of Indebtedness and
Issuance of Preferred Stock� or (b) the Fixed Charge Coverage Ratio for the Restricted Subsidiary or the Company, as applicable, would be
greater than the Fixed Charge Coverage Ratio for such Restricted Subsidiary or the Company immediately prior to such transaction.

�Permitted Holder� means JBS S.A., JBS Holdings and their respective Subsidiaries and any group (within the meaning of Section 13(d)(3) or
Section 14(d)(2) of the Exchange Act or any successor provision) of which any of the foregoing are a member; provided that, in the case of such
group and without giving effect to the existence of such group or any other group, the foregoing collectively have beneficial ownership of more
than 50% of the total voting power of the Voting Stock of the Company. Any person or group whose acquisition of beneficial ownership (within
the meaning of Rule 13d-3 under the Exchange Act, or any successor provision) constitutes a Change of Control in respect of which a Change of
Control Offer is made in accordance with the requirements of the covenant described under �Repurchase at the Option of the Holders�Change of
Control� (or would result in a Change of Control Offer in the absence of the waiver of such requirement by the Holders in accordance with the
covenant described under �Repurchase at the Option of the Holders�Change of Control�) will thereafter, together with its Subsidiaries, constitute an
additional Permitted Holder.
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�Permitted Investments� means:

(1) any Investment in the Company or in a Restricted Subsidiary of the Company;

(2) any Investment of receivables owing to the Company or any of its Restricted Subsidiaries, if created or acquired in the ordinary course of
business and payable or dischargeable in accordance with customary trade terms; provided that nothing in this clause (2) shall prevent the
Company or any Restricted Subsidiary from offering such concessionary trade terms as management deems reasonable in the circumstances;

(3) any Investment in cash, Cash Equivalents or Investment Securities;

(4) any Investment of Capital Stock, Obligations or other securities of any Person received by the Company or any of its Restricted Subsidiaries
in settlement of Obligations created in the ordinary course of business and owing to the Company or such Restricted Subsidiary;

(5) any Investment by the Company or any Restricted Subsidiary of the Company in a Person, if as a result of such Investment:

(a) such Person becomes a Restricted Subsidiary of the Company; or

(b) such Person is merged, consolidated or amalgamated with or into, or transfers or conveys substantially all of its assets to, or is liquidated
into, the Company or a Restricted Subsidiary of the Company;

(6) any Investment made as a result of the receipt of non-cash consideration in the sale of assets or property that does not constitute an Asset
Sale or from an Asset Sale that was made pursuant to and in compliance with the covenant described above under the caption ��Repurchase at the
Option of Holders�Asset Sales;�

(7) any acquisition of assets solely in exchange for the issuance of Equity Interests (other than Disqualified Stock) of the Company;

(8) Hedging Obligations; provided that such Hedging Obligations constitute Permitted Debt permitted by clause (5) of the second paragraph
under the caption ��Certain Covenants�Incurrence of Indebtedness and Issuance of Preferred Stock;�

(9) Investments in Intercompany Bonds;

(10) Investments made in bonds, debentures and notes issued by any corporation organized under the laws of any State of the United States
having Investment Grade Status from the aggregate proceeds of insurance premiums paid by the Company or a Restricted Subsidiary under a
captive insurance arrangement and any earnings on such Investments;

(11) repurchases of the notes;

(12) Loans or advances to officers, directors, consultants and employees made in the ordinary course of the Company�s business or the business
of any Restricted Subsidiary in an aggregate principal amount not to exceed $5.0 million at any one time outstanding;

(13) any Investments received (x) in compromise of (A) obligations of any Person that were incurred in the ordinary course of business,
including pursuant to any plan of reorganization or similar arrangement upon the bankruptcy or insolvency of any such Person; or (B) litigation,
arbitration or other disputes; or (y) as a result of a foreclosure by the Company or any of its Restricted Subsidiaries with respect to any secured
Investment or other transfer of title with respect to any secured Investment in default;

(14) Guarantees issued in accordance with the covenants described under ��Incurrence of Indebtedness and Issuance of Preferred Stock� and
��Issuances of Guarantees by Domestic Restricted Subsidiaries�;

(15) any Investment (x) existing on the Issue Date or (y) made pursuant to binding commitments in effect on the Issue Date and (z) that replaces,
refinances or refunds any Investment described under either of the immediately preceding clauses (x) or (y); provided that the new Investment is
in an amount that does not exceed the amount replaced, refinanced or refunded, and not materially less favorable to the Company or any of its
Restricted Subsidiaries than the Investment replaced, refinanced or refunded as determined in good faith by the Company;
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(16) Investments consisting of purchases and acquisitions of inventory, supplies, materials and equipment or purchases of contract rights or
licenses or leases of intellectual property, in each case in the ordinary course of business;

(17) loans and advances to contract growers in an aggregate amount outstanding as of the date of making any such loan or advance not to exceed
the greater of (a) $50.0 million or (b) 1.75% of the Company�s Total Assets; and

(18) other Investments made after the Issue Date in any Person having an aggregate fair market value as of the date any such Investment is made
and without giving effect to subsequent changes in value, when taken together with
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all other Investments made pursuant to this clause (18) that are at the time outstanding, not to exceed the greater of (a) $75.0 million or (b) 2.5%
of the Company�s Total Assets.

�Permitted Liens� means:

(1) Liens on assets of the Company or any Restricted Subsidiary securing Indebtedness and other Obligations that were permitted by the terms of
the indenture to be incurred pursuant to clauses (1) or (19) of the definition of Permitted Debt;

(2) Liens on assets of the Company and any Restricted Subsidiary securing Permitted Refinancing Indebtedness permitted to be incurred under
the indenture; provided, however, that:

(a) the new Lien is limited to all or part of the same property and assets that secured or, under the written agreements pursuant to which the
original Lien arose, could secure the original Lien (plus improvements and accessions to, such property or proceeds or distributions thereof); and

(b) the Indebtedness secured by the new Lien is not increased to any amount greater than the sum of (x) the outstanding principal amount, or, if
greater, committed amount, of the Indebtedness renewed, refunded, refinanced, replaced, defeased or discharged with such Permitted
Refinancing Indebtedness and (y) an amount necessary to pay any fees and expenses, including premiums, related to such renewal, refunding,
refinancing, replacement, defeasance or discharge;

(3) Liens in favor of the Company or its Restricted Subsidiaries;

(4) Liens on property of a Person existing at the time such Person is acquired by, merged with or into or consolidated with the Company or any
Restricted Subsidiary of the Company; provided that such Liens were in existence prior to the contemplation of such acquisition, merger or
consolidation and do not extend to any assets other than those of the Person acquired by, merged into or consolidated with the Company or the
Restricted Subsidiary;

(5) Liens on property (including Capital Stock) existing at the time of acquisition thereof by the Company or any Restricted Subsidiary of the
Company; provided, that such Liens were in existence prior to the contemplation of such acquisition;

(6) Liens to secure the performance of statutory or regulatory obligations, surety or appeal bonds, performance bonds, indemnity or performance
bonds, warranty and contractual requirements or other obligations of a like nature incurred in the ordinary course of business (including any such
Liens to secure related letters of credit or reimbursement obligations in respect thereof);

(7) Liens to secure Indebtedness (including Capital Lease Obligations) permitted by clause (4) of the definition of Permitted Debt covering only
the assets acquired with or financed by such Indebtedness;

(8) Liens for taxes, assessments or governmental charges or claims that are not yet delinquent or that are being contested in good faith by
appropriate proceedings promptly instituted and diligently concluded; provided that any reserve or other appropriate provision as shall be
required in conformity with GAAP shall have been made therefor;

(9) Liens on accounts receivable or inventory of a Securitization Subsidiary or rights with respect thereto in connection with a Permitted
Securitization Program;

(10) Liens encumbering customary initial deposits and margin deposits, and other Liens securing Indebtedness under Hedging Obligations
designed solely to protect the Company or any of its Restricted Subsidiaries from fluctuations in interest rates, currencies or the price of
commodities and not for speculative purposes;

(11) (a) Liens on the property of any Foreign Restricted Subsidiary securing Indebtedness of any Foreign Restricted Subsidiary and (b) any stock
pledge, hypothecation, or similar security interest limited to the Equity Interests of a Foreign Restricted Subsidiary held by a Foreign Subsidiary
Holding Company, or the Equity Interests of such Foreign Subsidiary Holding Company, in each case securing the Guarantee by such Foreign
Subsidiary Holding Company of Indebtedness of the Foreign Restricted Subsidiary whose Equity Interests it holds; provided, in the case of each
of clauses (a) and (b), that such Indebtedness of a Foreign Restricted Subsidiary is incurred in accordance with the covenant described under
��Incurrence of Indebtedness and Issuance of Preferred Stock;�

(12) Liens to secure a defeasance trust;
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(14) easements, rights of way zoning and similar restrictions, reservations (including severances, leases or reservations of oil, gas, coal, minerals
or water rights), restriction or encumbrances in respect of real property or title defects that were not incurred in connection with Indebtedness
and that do not in the aggregate materially adversely
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affect the value of said properties (as such properties are used by the Company or its Subsidiaries) or materially impair their use in the operation
of the Company�s and its Subsidiaries� business;

(15) Liens arising from precautionary Uniform Commercial Code financing statements filings regarding operating leases entered into by the
Company or any of its Restricted Subsidiaries in the ordinary course of business;

(16) Leases and subleases of real property which do not materially interfere with the ordinary conduct of the business of the Company and its
Restricted Subsidiaries;

(17) Liens on Capital Stock of an Unrestricted Subsidiary that secure Indebtedness or other obligations of such Unrestricted Subsidiary;

(18) judgment Liens not giving rise to an Event of Default so long as any appropriate legal proceedings that may have been duly initiated for the
review of such judgment shall not have been finally terminated or the period within which such legal proceedings may be initiated shall not have
expired;

(19) Liens imposed by law, such as carriers�, warehousemen�s, landlord�s, lessor�s, suppliers, banks, repairmen�s and mechanics� Liens, and Liens of
landlords securing obligations to pay lease payments that are not yet due and payable or in default, in each case, incurred in the ordinary course
of business;

(20) Liens incurred or deposits made in the ordinary course of business to secure payment of workers� compensation or to participate in any fund
in connection with workmen�s compensation, unemployment insurance, old-age pensions or other social security programs (including any such
Liens to secure related letters of credit or reimbursement obligations in respect thereof);

(21) Liens existing on the Issue Date; and

(22) Liens on assets of the Company or any of its Restricted Subsidiaries with respect to Obligations that do not exceed $50.0 million at any one
time outstanding.

�Permitted Refinancing Indebtedness� means any Indebtedness of the Company or any of its Restricted Subsidiaries issued in exchange for, or
the net proceeds of which are used to extend, refinance, renew, replace, defease or refund other Indebtedness of the Company or any of its
Restricted Subsidiaries (other than intercompany Indebtedness); provided that:

(1) the principal amount (or accreted value, if applicable) of such Permitted Refinancing Indebtedness does not exceed the principal amount (or
accreted value, if applicable), of the Indebtedness so extended, refinanced, renewed, replaced, defeased or refunded (plus all accrued interest
thereon and the amount of all customary expenses and premiums incurred in connection therewith); provided, however, that with respect to
Indebtedness denominated in currency other than United States dollars, if the principal amount of such Indebtedness is extended, refinanced,
renewed, replaced, defeased or refunded with Indebtedness denominated in the same foreign currency and not exceeding the principal amount
(or accreted value, if applicable) thereof in such denomination of foreign currency, then it shall not be deemed to have exceeded the principal
amount (or accreted value, if applicable) of the refinanced Indebtedness solely as a result of fluctuations in the exchange rate of such foreign
currency;

(2) such Permitted Refinancing Indebtedness has a final maturity date later than the final maturity date of, and has a Weighted Average Life to
Maturity equal to or greater than the Weighted Average Life to Maturity of, the Indebtedness being extended, refinanced, renewed, replaced,
defeased or refunded;

(3) if the Indebtedness being extended, refinanced, renewed, replaced, defeased or refunded is subordinated in right of payment to the notes,
such Permitted Refinancing Indebtedness has a final maturity date later than the final maturity date of, and is subordinated in right of payment
to, the notes on terms at least as favorable to the Holders of notes as those contained in the documentation governing the Indebtedness being
extended, refinanced, renewed, replaced, defeased or refunded; and

(4) such Indebtedness is incurred either by the Company or a Guarantor or by the Restricted Subsidiary who is the obligor on the Indebtedness
being extended, refinanced, renewed, replaced, defeased or refunded.

�Permitted Securitization Program� means a transaction or series of transactions (including amendments, supplements, extensions, renewals,
replacements, refinancings or modifications thereof) pursuant to which a Securitization Subsidiary purchases accounts receivable or inventory
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from the Company or any Restricted Subsidiary and finances or sells such accounts receivable or inventory or fractional interests therein;
provided that (i) the Board of Directors shall have determined in good faith that such Permitted Securitization Program is economically fair and
reasonable to the Company and the Securitization Subsidiary, (ii) all sales of accounts receivable or inventory by the Securitization Subsidiary
are made at fair market value (as determined in good faith by the Board of Directors), (iii) the financing terms, covenants, termination events and
other provisions thereof shall be market terms (as determined in good faith by the Board of Directors), (iv) no portion of the Indebtedness of a
Securitization Subsidiary shall be Guaranteed Indebtedness or is recourse to the Company or any Restricted Subsidiary (other than to such
Securitization Subsidiary and other than recourse for customary representations,
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warranties, covenants and indemnities) and (v) neither the Company nor any Subsidiary (other than the Securitization Subsidiary) has any
obligation to maintain or preserve the Securitization Subsidiary�s financial condition.

�Person � means any individual, corporation, partnership, joint venture, association, joint-stock company, trust, unincorporated organization,
limited liability company or government or other entity.

�Preferred Stock� means, with respect to any Person, any and all shares, interests, participations or other equivalents (however designated,
whether voting or non-voting) of such Person�s preferred or preference stock, whether now outstanding or hereafter issued, including, without
limitation, all series and classes of such preferred or preference stock.

�Rating Agency� means each of S&P and Moody�s, or if S&P or Moody�s or both shall not make a rating on the notes publicly available, a
�nationally recognized statistical rating organization� within the meaning of Rule 15c3-1(c)(2)(vi)(F) under the Exchange Act, selected by the
Company (as certified by a Board Resolution of the Company) which shall be substituted for S&P or Moody�s, or both, as the case may be.

�Restricted Investment� means an Investment other than a Permitted Investment.

�Restricted Subsidiary� of a Person means any Subsidiary of the referent Person that is not an Unrestricted Subsidiary.

�S&P� means Standard & Poor�s Ratings Group, a division of McGraw Hill, or any successor to the rating agency business thereof.

�SEC� means the Securities and Exchange Commission.

�Securitization Subsidiary� means a Restricted Subsidiary or an Unrestricted Subsidiary of the Company that is established for the limited
purpose of acquiring and financing or selling (including, without limitation, interests therein) accounts receivable or inventory and engaging in
activities ancillary thereto.

�Significant Subsidiary� means any Subsidiary that would be a �significant subsidiary� as defined in Article 1, Rule 1-02 of Regulation S-X,
promulgated pursuant to the Securities Act, as such regulation is in effect on the date hereof.

�Stated Maturity� means, with respect to any installment of interest or principal on any series of Indebtedness, the date on which such payment of
interest or principal was scheduled to be paid in the original documentation governing such Indebtedness, and shall not include any contingent
obligations to repay, redeem or repurchase any such interest or principal prior to the date originally scheduled for the payment thereof.

�Subordinated Indebtedness� means any Indebtedness of the Company or a Restricted Subsidiary if the instrument creating or evidencing such
Indebtedness or pursuant to which such Indebtedness is outstanding expressly provides that such Indebtedness is subordinated or junior in right
of payment to the notes or the Subsidiary Guarantee of such Restricted Subsidiary, as the case may be.

�Subsidiary� means, with respect to any specified Person:

(1) any corporation, association or other business entity of which more than 50% of the total voting power of shares of Capital Stock entitled
(without regard to the occurrence of any contingency) to vote in the election of directors, managers or trustees thereof is at the time owned or
controlled, directly or indirectly, by such Person or one or more of the other Subsidiaries of that Person (or a combination thereof); and

(2) any partnership (a) the sole general partner or the managing general partner of which is such Person or a Subsidiary of such Person or (b) the
only general partners of which are such Person or one or more Subsidiaries of such Person (or any combination thereof).

�Total Assets� means, with respect to any Person, the total consolidated assets of such Person and its Restricted Subsidiaries, as determined in
accordance with GAAP and shown on the most recent balance sheet of such Person in financial statements either (i) filed with the SEC or (ii) if
such Person does not file reports with the SEC, internally available.

�Unrestricted Subsidiary� means any Subsidiary of the Company that is designated by the Board of Directors as an Unrestricted Subsidiary
pursuant to a Board Resolution, but only to the extent that such Subsidiary:

(1) has no Indebtedness other than Non-Recourse Indebtedness;

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 128



(2) is not party to any agreement, contract, arrangement or understanding with the Company or any Restricted Subsidiary of the Company unless
the terms of any such agreement, contract, arrangement or understanding are no less

65

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 129



Table of Contents

favorable to the Company or such Restricted Subsidiary than those that might be obtained at the time from Persons who are not Affiliates of the
Company;

(3) is a Person with respect to which neither the Company nor any of its Restricted Subsidiaries has any direct or indirect obligation (a) to
subscribe for additional Equity Interests or (b) to maintain or preserve such Person�s financial condition or to cause such Person to achieve any
specified levels of operating results; and

(4) has not Guaranteed or otherwise directly or indirectly provided credit support for any Indebtedness of the Company or any of its Restricted
Subsidiaries.

�U.S. Government Obligations� means direct noncallable obligations of, or noncallable obligations the payment of principal of and interest on
which is guaranteed by, the United States of America, or to the payment of which obligations or guarantees the full faith and credit of the United
States of America is pledged, or beneficial interests in a trust the corpus of which consists exclusively of money or such obligations or a
combination thereof.

�Voting Stock� of any Person as of any date means the Capital Stock of such Person that is at the time entitled to vote in the election of the Board
of Directors of such Person.

�Weighted Average Life to Maturity� means, when applied to any Indebtedness at any date, the number of years obtained by dividing:

(1) the sum of the products obtained by multiplying (a) the amount of each then remaining installment, sinking fund, serial maturity or other
required payments of principal, including payment at final maturity, in respect thereof, by (b) the number of years (calculated to the nearest
one-twelfth) that will elapse between such date and the making of such payment; by

(2) the then outstanding principal amount of such Indebtedness.

�Wholly-Owned Restricted Subsidiary� of any specified Person means a Restricted Subsidiary of such Person all of the outstanding Capital Stock
or other ownership interests of which (other than directors� qualifying shares and shares issued to other Persons to comply with local law that
collectively do not constitute more than 5% of all of the Capital Stock ordinarily having the power to vote for the election of directors of such
Restricted Subsidiary) shall at the time be owned by such Person or by one or more Wholly-Owned Restricted Subsidiaries of such Person and
one or more Wholly-Owned Restricted Subsidiaries of such Person.

Book-Entry, Delivery and Form

Except as set forth below, the exchange notes will be issued in registered, global form in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof (the �Global Notes�).

The Global Notes will be deposited upon issuance with the Trustee as custodian for The Depository Trust Company (�DTC�), in New York, New
York, and registered in the name of DTC or its nominee, in each case, for credit to an account of a direct or indirect participant in DTC as
described below. Investors that exchange outstanding notes for exchange notes may also hold their interests directly through the Euroclear
System (�Euroclear�) or Clearstream Banking, S.A. (�Clearstream�) (as indirect participants in DTC), if they are participants in such systems, or
indirectly through organizations that are participants in such systems. Investors may also hold such interests through organizations other than
Euroclear or Clearstream that are participants in the DTC system.

Except as set forth below, the Global Notes may be transferred, in whole and not in part, only to another nominee of DTC or to a successor of
DTC or its nominee. Beneficial interests in the Global Notes may not be exchanged for definitive exchange notes in registered certificated form
(�Certificated Notes�) except in the limited circumstances described below. See ��Exchange of Global Notes for Certificated Notes.� Except in the
limited circumstances described below, owners of beneficial interests in the Global Notes will not be entitled to receive physical delivery of
exchange notes in certificated form.

Transfers of beneficial interests in the Global Notes will be subject to the applicable rules and procedures of DTC and its direct or indirect
participants (including, if applicable, those of Euroclear and Clearstream), which may change from time to time.

Depository Procedures
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DTC has advised the Company that DTC is a limited-purpose trust company created to hold securities for its participating organizations
(collectively, the �Participants�) and to facilitate the clearance and settlement of transactions in those securities between the Participants through
electronic book-entry changes in accounts of its Participants. The Participants include securities brokers and dealers (including the initial
purchasers), banks, trust companies, clearing corporations and certain other organizations. Access to DTC�s system is also available to other
entities such as banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a Participant, either
directly or indirectly (collectively, the �Indirect Participants�). Persons who are not Participants may beneficially own securities held by or on
behalf of DTC only through the Participants or the Indirect Participants. The ownership interests in, and transfers of ownership interests in, each
security held by or on behalf of DTC are recorded on the records of the Participants and Indirect Participants.

DTC has also advised the Company that, pursuant to procedures established by it:

(1) upon deposit of the Global Notes, DTC will credit the accounts of the Participants with portions of the principal amount of the
Global Notes; and

(2) ownership of these interests in the Global Notes will be shown on, and the transfer of ownership of these interests will be effected
only through, records maintained by DTC (with respect to the Participants) or by the Participants and the Indirect Participants (with
respect to other owners of beneficial interest in the Global Notes).

Investors in the Global Notes who are Participants may hold their interests therein directly through DTC. Investors in the Global Notes who are
not Participants may hold their interests therein indirectly through organizations (including Euroclear and Clearstream) which are Participants.
Euroclear and Clearstream will hold interests in the Global Notes on behalf of their participants through customers� securities accounts in their
respective names on the books of their respective depositories, which are Euroclear Bank S.A./N.V., as operator of Euroclear, and Citibank,
N.A., as operator of Clearstream. All interests in a Global Note, including those held through Euroclear or Clearstream, may be subject to the
procedures and requirements of DTC. Those interests held through Euroclear or Clearstream may also be subject to the procedures and
requirements of such systems. The laws of some states require that certain Persons take physical delivery in definitive form of securities that
they own. Consequently, the ability to transfer beneficial interests in a Global Note to such Persons will be limited to that extent. Because DTC
can act only on behalf of the Participants, which in turn act on behalf of the Indirect Participants, the ability of a Person having beneficial
interests in a Global Note to pledge such interests to Persons that do not participate in the DTC system, or otherwise take actions in respect of
such interests, may be affected by the lack of a physical certificate evidencing such interests.

Except as described below, owners of interests in the Global Notes will not have exchange notes registered in their names, will not
receive physical delivery of exchange notes in certificated form and will not be considered the registered owners or �holders� thereof
under the indenture for any purpose.

Payments in respect of the principal of, premium on, if any, and interest on, a Global Note registered in the name of DTC or its nominee will be
payable to DTC in its capacity as the registered holder under the indenture. Under the terms of the indenture, the Company and the Trustee will
treat the Persons in whose names the exchange notes, including the Global Notes, are registered as the owners of the exchange notes for the
purpose of receiving payments and for all other purposes. Consequently, neither the Company, the Trustee nor any agent of the Company or the
Trustee has or will have any responsibility or liability for:

(1) any aspect of DTC�s records or any Participant�s or Indirect Participant�s records relating to or payments made on account of beneficial
ownership interest in the Global Notes or for maintaining, supervising or reviewing any of DTC�s records or any Participant�s or
Indirect Participant�s records relating to the beneficial ownership interests in the Global Notes; or

(2) any other matter relating to the actions and practices of DTC or any of its Participants or Indirect Participants.
DTC has advised the Company that its current practice, upon receipt of any payment in respect of securities such as the exchange notes
(including principal and interest), is to credit the accounts of the relevant Participants with the payment on the payment date unless DTC has
reason to believe that it will not receive payment on such payment date. Each relevant Participant is credited with an amount proportionate to its
beneficial ownership of an interest in the principal amount of the relevant security as shown on the records of DTC. Payments by the Participants
and the Indirect Participants to the beneficial owners of exchange notes will be governed by standing instructions and customary practices and
will be the responsibility of the Participants or the Indirect Participants and will not be the responsibility of DTC, the Trustee or the Company.
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Transfers between the Participants will be effected in accordance with DTC�s procedures, and will be settled in same-day funds, and transfers
between participants in Euroclear and Clearstream will be effected in accordance with their respective rules and operating procedures.

Cross-market transfers between the Participants, on the one hand, and Euroclear or Clearstream participants, on the other hand, will be effected
through DTC in accordance with DTC�s rules on behalf of Euroclear or Clearstream, as the case may be, by their respective depositaries;
however, such cross-market transactions will require delivery of instructions to Euroclear or Clearstream, as the case may be, by the
counterparty in such system in accordance with the rules and procedures and within the established deadlines (Brussels time) of such system.
Euroclear or Clearstream, as the case may be, will, if the transaction meets its settlement requirements, deliver instructions to its respective
depositary to take action to effect final settlement on its behalf by delivering or receiving interests in the relevant Global Note in DTC, and
making or receiving payment in accordance with normal procedures for same-day funds settlement applicable to DTC. Euroclear participants
and Clearstream participants may not deliver instructions directly to the depositories for Euroclear or Clearstream.

DTC has advised the Company that it will take any action permitted to be taken by a holder of exchange notes only at the direction of one or
more Participants to whose account DTC has credited the interests in the Global Notes and only in respect of such portion of the aggregate
principal amount of the exchange notes as to which such Participant or Participants has or have given such direction. However, if there is an
Event of Default under the exchange notes, DTC reserves the right to exchange the Global Notes for exchange notes in certificated form, and to
distribute such exchange notes to its Participants.

Although DTC, Euroclear and Clearstream have agreed to the foregoing procedures to facilitate transfers of interests in the Global Notes among
participants in DTC, Euroclear and Clearstream, they are under no obligation to perform or to continue to perform such procedures, and may
discontinue such procedures at any time. None of the Company, the Trustee and any of their respective agents will have any responsibility for
the performance by DTC, Euroclear or Clearstream or their respective participants or indirect participants of their respective obligations under
the rules and procedures governing their operations.

Exchange of Global Notes for Certificated Notes

A Global Note is exchangeable for Certificated Notes if:

(1) DTC (a) notifies the Company that it is unwilling or unable to continue as depositary for the Global Notes or (b) has ceased to be a
clearing agency registered under the Exchange Act and, in either case, the Company fails to appoint a successor depositary;

(2) the Company, at its option, notifies the Trustee in writing that it elects to cause the issuance of the Certificated Notes; or

(3) there has occurred and is continuing a Default or Event of Default with respect to the exchange notes.
In addition, beneficial interests in a Global Note may be exchanged for Certificated Notes upon prior written notice given to the Trustee by or on
behalf of DTC in accordance with the indenture. In all cases, Certificated Notes delivered in exchange for any Global Note or beneficial interests
in Global Notes will be registered in the names, and issued in any approved denominations, requested by or on behalf of the depositary (in
accordance with its customary procedures).

Same Day Settlement and Payment

The Company will make payments in respect of the exchange notes represented by the Global Notes, including principal, premium, if any, and
interest, if any, by wire transfer of immediately available funds to the accounts specified by DTC or its nominee. The Company will make all
payments of principal, premium, if any, and interest with respect to Certificated Notes by wire transfer of immediately available funds to the
accounts specified by the holders of the Certificated Notes or, if no such account is specified, by mailing a check to each such holder�s registered
address. The exchange notes represented by the Global Notes are expected to be eligible to trade in DTC�s Same-Day Funds Settlement System,
and any permitted secondary market trading activity in such exchange notes will, therefore, be required by DTC to be settled in immediately
available funds. The Company expects that secondary trading in any Certificated Notes will also be settled in immediately available funds.

Because of time zone differences, the securities account of a Euroclear or Clearstream participant purchasing an interest in a Global Note from a
Participant will be credited, and any such crediting will be reported to the relevant Euroclear or Clearstream participant, during the securities
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to a Participant will be received with value on the settlement date of DTC but will be available in the relevant Euroclear or Clearstream cash
account only as of the business day for Euroclear or Clearstream following DTC�s settlement date.
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SUMMARY OF MATERIAL UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

The following discussion summarizes certain material US federal income tax consequences of the exchange offer to a holder of the outstanding
notes who purchased the outstanding notes for cash at the original issue pursuant to the offering memorandum at the �issue price� within the
meaning of section 1273 of the Internal Revenue Code of 1986, as amended (�Code�) (generally, the first price at which a substantial amount of
the outstanding notes were sold to investors for cash, excluding sales to bond houses, brokers or similar persons or organizations acting in the
capacity of underwriters, placement agents or wholesalers) and who holds the outstanding notes as capital assets within the meaning of section
1221 of the Code (generally property held for investment). This discussion is based upon the Code, existing and proposed US Treasury
Regulations and judicial decisions and administrative interpretations thereof, all as of the date hereof and all of which are subject to change,
possibly with retroactive effect that could adversely affect a holder of the notes, or to different interpretations.

This discussion does not address all US federal income tax considerations that may be relevant to a particular holder in light of the holder�s
circumstances or to certain categories of investors that may be subject to special rules, such as financial institutions, regulated investment
companies, insurance companies, real estate investment trusts, controlled foreign corporations or their shareholders, passive foreign investment
companies or their shareholders, tax-exempt organizations, retirement plans, individual retirement accounts, tax-deferred accounts, holders
subject to alternative minimum tax, dealers or traders in securities, traders in notes that elect to mark-to-market their notes, persons who hold the
notes through partnerships or other pass-through entities, US expatriates, US Holders whose functional currency is not the US dollar or persons
who hold the notes as part of a hedge, conversion transaction, straddle or other integrated transaction. In addition, this discussion does not
address any state, local, foreign or other tax consequences.

The exchange of outstanding notes for exchange notes in the exchange offer will not constitute a taxable exchange or other taxable event for US
federal income tax purposes. Consequently, you will not recognize gain or loss upon receipt of an exchange note, your holding period of the
exchange note will include your holding period of the outstanding note exchanged therefor and your basis in the exchange note will be the same
as your basis in the outstanding note immediately before the exchange.

Persons considering the exchange of outstanding notes for exchange notes should consult their own tax advisors concerning the US federal
income tax consequences in light of their particular situations as well as any consequences arising under the laws of any other taxing
jurisdiction.

The foregoing discussion is for general purposes only. It is not written to be, and it should not be construed to be, tax or legal advice to
any holder. You should consult your own tax advisor as to the particular tax consequences to you of the exchange offer, including the
effect and applicability of state, local or foreign tax laws or tax treaties and the possible effects of changes in the tax law.
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SUMMARY OF MATERIAL ERISA CONSIDERATIONS

The following is a summary of material considerations associated with the exchange of outstanding notes for exchange notes by employee
benefit plans that are subject to the Employee Retirement Income Security Act of 1974, as amended (�ERISA�) plans, individual retirement
accounts and other arrangements that are subject to Section 4975 of the Code; or plans that are subject to provisions under any other federal,
state, local, non-US or other laws, rules or regulations that are similar to such provisions of ERISA or the Code (collectively, �Similar Laws�); or
entities whose underlying assets are considered to include �plan assets� of such employee benefit plans, plans, accounts or arrangements (each, a
�Plan�).

General Fiduciary Matters

ERISA and the Code impose certain duties on persons who are fiduciaries of a Plan subject to Title I of ERISA and prohibit certain transactions
involving the assets of a Plan subject to Title I of ERISA or Section 4975 of the Code (an ERISA Plan) and its fiduciaries or other interested
parties.

In considering an exchange of outstanding notes that are assets of any Plan for exchange notes, a fiduciary should determine whether the
exchange and the investment in exchange notes is in accordance with the documents and instruments governing the Plan and the applicable
provisions of ERISA, the Code or any Similar Law relating to a fiduciary�s duties to the Plan including, without limitation, the prudence,
diversification, delegation of control and prohibited transaction provisions of ERISA, the Code and any other applicable Similar Laws.

Prohibited Transaction Issues

Section 406 of ERISA and Section 4975 of the Code prohibit ERISA Plans from engaging in specified transactions involving plan assets with
persons or entities who are �parties in interest,� within the meaning of ERISA, or �disqualified persons,� within the meaning of Section 4975 of the
Code, unless an exemption is available. A party in interest or disqualified person who engages in a nonexempt prohibited transaction may be
subject to excise taxes under the Code and other penalties and liabilities under ERISA. In addition, the fiduciary of the ERISA Plan that engages
in such a non-exempt prohibited transaction may be subject to penalties and liabilities under ERISA and/or the Code. The exchange of
outstanding notes for exchange notes and the acquisition and/or holding of exchange notes by an ERISA Plan with respect to which we are
considered a party in interest or disqualified person may constitute or result in a direct or indirect prohibited transaction under Section 406 of
ERISA and/or Section 4975 of the Code, unless the exchange is made and the investment is acquired and is held in accordance with an
applicable statutory, class or individual prohibited transaction exemption. Included among the exemptions that may apply to the exchange and to
the acquisition and holding of the exchange notes are the US Department of Labor prohibited transaction class exemption (PTCE) 84-14,
respecting transactions determined by independent qualified professional asset managers, PTCE 90-1, respecting transactions involving
insurance company pooled separate accounts, PTCE 91-38, respecting transactions involving bank collective investment funds, PTCE 95-60,
respecting transactions involving life insurance company general accounts and PTCE 96-23, respecting transactions determined by in-house
asset managers. In addition, Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code provide limited relief from the prohibited
transaction provisions of ERISA and Section 4975 of the Code for certain transactions between an ERISA Plan and a person that is a party in
interest or disqualified person solely by reason of providing services to the ERISA Plan, or a relationship to such a service provider, provided
that neither the party in interest/disqualified person nor any of its affiliates (directly or indirectly) have or exercise any discretionary authority or
control or render any investment advice with respect to the assets of the ERISA Plan involved in the transaction and provided further that the
ERISA Plan pays no more than (or, if applicable, receives no less than) adequate consideration in connection with the transaction. There can be
no assurance that all of the conditions of any such exemption will be satisfied.

Because of the foregoing, the exchange notes should not be acquired or held by any person investing �plan assets� of any Plan, unless such
acquisition and holding (and the exchange of outstanding notes for exchange notes) will not constitute a non-exempt prohibited transaction
under ERISA or the Code or a violation of any applicable Similar Laws.

Representation

By acceptance of an exchange note, each acquirer and subsequent transferee will be deemed to have represented and warranted that either (i) no
portion of the assets used by such acquirer or transferee to acquire and hold the exchange notes or any interest therein constitutes assets of any
Plan or (ii) the acquisition and holding of the exchange notes or any interest therein (and the exchange of outstanding notes for exchange notes)
by such acquirer or transferee will not constitute a non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code
or a violation of any applicable Similar Laws.
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The foregoing discussion is general in nature and is not intended to be all-inclusive. Due to the complexity of these rules and the penalties that
may be imposed upon persons involved in non-exempt prohibited transactions, it is particularly important that fiduciaries or other persons
considering exchanging outstanding notes for exchange notes (and holding the exchange notes) on behalf of, or with the assets of, any Plan,
consult with their counsel regarding the potential applicability of ERISA, Section 4975 of the Code or any Similar Laws to such transactions and
whether an exemption from any restrictions thereunder would be applicable to the exchange of outstanding notes for exchange notes and the
acquisition and holding of the exchange notes.
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PLAN OF DISTRIBUTION

Each broker-dealer that receives exchange notes for its own account pursuant to the exchange offer must acknowledge that it will deliver a
prospectus in connection with any resale of such exchange notes. This prospectus, as it may be amended or supplemented from time to time,
may be used by a broker-dealer in connection with resales of exchange notes received in exchange for outstanding notes where such outstanding
notes were acquired as a result of market-making activities or other trading activities. We have agreed to keep effective the registration statement
of which this prospectus is a part until (i) in the case where the prospectus and any amendment or supplement thereto must be delivered by an
exchanging dealer or an initial purchaser, the lesser of 180 days and the date on which all exchanging dealers and the initial purchasers have sold
all exchange notes held by them (unless extended as provided in the registration rights agreement) and (ii) 90 days after the consummation of the
exchange offer. In addition, all dealers effecting transactions in the exchange notes may be required to deliver a prospectus.

We will not receive any proceeds from any sale of exchange notes by broker-dealers. Exchange notes received by broker-dealers for their own
account pursuant to the exchange offer may be sold from time to time in one or more transactions in the over-the-counter market, in negotiated
transactions, through the writing of options on the exchange notes or a combination of such methods of resale, at market prices prevailing at the
time of resale, at prices related to such prevailing market prices or at negotiated prices. Any such resale may be made directly to purchasers or
through brokers or dealers who may receive compensation in the form of commissions or concessions from any such broker-dealer and/or the
purchasers of any such exchange notes. Any broker-dealer that resells exchange notes that were received by it for its own account pursuant to the
exchange offer and any broker or dealer that participates in a distribution of such exchange notes may be deemed to be an �underwriter� within the
meaning of the Securities Act, and any profit of any such resale of exchange notes and any commission or concessions received by any such
persons may be deemed to be underwriting compensation under the Securities Act. The letter of transmittal states that, by acknowledging that it
will deliver and by delivering a prospectus, a broker-dealer will not be deemed to admit that it is an �underwriter� within the meaning of the
Securities Act.

Subject to certain limitations set forth in the registration rights agreement, we have agreed to pay all expenses incident to our performance of or
compliance with our obligations under the registration rights agreement with respect to the exchange offer (including the reasonable expenses of
one counsel for the holders of the outstanding notes) and will indemnify you (including any broker-dealers) against certain liabilities, including
liabilities under the Securities Act.
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LEGAL MATTERS

The validity and enforceability of the exchange notes will be passed upon for us by Baker & McKenzie LLP. Certain matters of West Virginia
law will be passed on by Wharton, Aldhizer & Weaver, PLC, Staunton, Virginia.

EXPERTS

The consolidated financial statements incorporated in this prospectus by reference from Pilgrim�s Pride�s current report on Form 8-K dated
August 19, 2011 has been audited by Ernst & Young LLP, an independent registered public accounting firm, as stated in their report thereon,
which is incorporated herein by reference. Such consolidated financial statements have been so incorporated herein by reference in reliance on
the report of such firm given on their authority as experts in accounting and auditing.

SEC POSITION ON INDEMNIFICATION FOR SECURITIES ACT LIABILITIES

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers or persons controlling the
registrant pursuant to the foregoing provisions, the registrant has been informed that in the opinion of the SEC such indemnification is against
public policy as expressed in the Securities Act and is therefore unenforceable.
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$500,000,000

7.875% Senior Notes Due 2018

Offer to Exchange

$500,000,000 aggregate principal amount of its 7.875% Senior Notes due 2018 that have been registered

under the Securities Act of 1933, as amended, for any and all of its outstanding 7.875% Senior Notes

due 2018.

Until             , 2011, the date that is 90 days from the date of this prospectus, all dealers that effect transactions in these securities,
whether or not participating in the exchange offer, may be required to deliver a prospectus. This is in addition to the dealers� obligation
to deliver a prospectus when acting as underwriters with respect to their unsold allotments or subscriptions.
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 20. Indemnification of Directors and Officers.

Delaware

The Amended and Restated Corporate Bylaws of the Company provide that the Company shall indemnify and hold harmless any present or
former officer or director or any officer or director who is or was serving at the request of the Company as a director, officer, partner, venturer,
proprietor, trustee, employee, agent or similar functionary of another corporation, partnership, trust, employee benefit plan or other enterprise,
from and against fines, judgments, penalties, amounts paid in settlement and reasonable expenses actually incurred by such person in connection
with any suit to which they were or are made, or are threatened to be made, a party, or to which they are a witness without being named a party,
if it is determined that he acted in good faith and in a manner that he reasonably believed to be in or not opposed to the best interests of the
Company, and, with respect to any proceeding which is a criminal action, that he had no reasonable cause to believe his conduct was unlawful.

Pursuant to Section 145 of the General Corporation Law of the State of Delaware (�Delaware Code�), the Company generally has the power to
indemnify its present and former directors, officers, employees and agents against expenses, judgments, fines and amounts paid in settlement
incurred by them in connection with any suit (other than a suit by or in the right of the Company) to which they are, or are threatened to be
made, a party by reason of their serving in such positions, or is or was serving at the Company�s request in such positions for another corporation,
partnership, joint venture, trust or other enterprise, so long as they acted in good faith and in a manner they reasonably believed to be in, or not
opposed to, the best interests of the Company, and with respect to any criminal action, they had no reasonable cause to believe their conduct was
unlawful. Section 145 of the Delaware Code further provides that in connection with the defense or settlement of any action by or in the right of
the corporation, a Delaware corporation may indemnify its present and former directors, officers, employees and agents against expenses
actually and reasonably incurred by them if, in connection with the matters in issue, they acted in good faith, in a manner they reasonably
believed to be in or not opposed to the best interests of the corporation, except that no indemnification may be made with respect to any claim,
issue or matter as to which such person has been adjudged liable to the corporation unless the Court of Chancery or the court in which such
action or suit was brought approves such indemnification. The statute also expressly provides that the power to indemnify authorized thereby is
not exclusive of any rights granted under any bylaw, agreement, vote of stockholders or disinterested directors, or otherwise. 
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J. Michael Walsh

President and Chief Executive Officer

2004
2003
2002 $
$
$451,731
401,250
242,062 $
$
$225,000
200,000
102,500 $
$
$279,000
�  
�  100,000
�  
�  $
$
$7,679
1,053
31,661

Basil P. Prokop

President�Canada Distribution

2004
2003
2002 $
$
$256,954
214,625
172,122 $
$
$135,258
123,810
101,266 $
$
$255,750
�  
�  91,667
�  
�  $
$
$14,458
13,406
11,065

Chris L. Walsh

Senior Vice President�Sales and Marketing
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2004
2003
2002 $
$
$213,462
196,000
170,992 $
$
$151,000
120,000
66,186 $
$
$220,875
�  
�  79,167
�  
�  $
$
$6,872
539
337,200

Scott E. McPherson

Vice President�U.S. Divisions

2004
2003
2002 $
$
$182,539
149,808
107,885 $
$
$58,992
105,000
39,600 $
$
$170,500
�  
�  61,111
�  
�  $
$
$6,552
7,335
185,763

Thomas B. Perkins

Vice President�U.S. Divisions

2004
2003
2002 $
$
$183,548
142,727
125,769 $
$
$113,238
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105,000
61,583 $
$
$170,500
�  
�  61,111
�  
�  $
$
$6,011
5,931
216,344

(1) Reflects a value of $15.50 per share, the fair value of our common stock as determined pursuant to the Plan, the value of the shares of common stock
underlying the restricted stock units on the date of grant. The per share value is based on valuations of Core-Mark common stock conducted in connection
with Fleming�s plan of reorganization. The restricted stock units were issued pursuant to our 2004 Long Term Incentive Plan. The aggregate holdings and
value of the shares of restricted stock units held on December 31, 2004, by the individuals reported in this column are: Mr. J. Michael Walsh, 18,000
shares/$279,000; Mr. Prokop, 16,500 shares/$255,750; Mr. Chris L. Walsh, 14,250 shares/$220,875; Mr. McPherson, 11,000 shares/$170,500; and Mr.
Perkins, 11,000 shares/$170,500. The shares of restricted stock were issued pursuant to our 2004 Long Term Incentive Plan. Pursuant to the terms of the plan,
the restricted stock units vested with respect to one-third of the shares on August 23, 2005, and the remaining two-thirds of the restricted stock units vest
ratably over the 24 month period after August 23, 2005, for each consecutive month of service that the individual provides to the Company.

(2) The figures for 2004 consist of: (i) matching contributions to our 401(k) Plan in the following amounts: $6,500 for Mr. J. Michael Walsh, $4,293 for Mr.
Prokop, $6,288 for Mr. Chris Walsh, $5,493 for Mr. McPherson and $5,506 for Mr. Perkins; (ii) the payment of long term disability and accidental death and
dismemberment insurance premiums in the following amounts: $1,179 for Mr. J. Michael Walsh, $692 for Mr. Prokop, $584 for Mr. Chris Walsh, $502 for
Mr. McPherson and $505 for Mr. Perkins; and (iii) payment of a car allowance in the following amounts: $9,473 for Mr. Prokop and $557 for Mr.
McPherson.

(3) The figures for 2003 consist of: (i) matching contributions to our 401(k) Plan in the following amounts: $3,998 for Mr. Prokop, (ii) the payment of long term
disability and accidental death and dismemberment insurance premiums in the following amounts: $1,053 for Mr. J. Michael Walsh, $587 for Mr. Prokop,
$539 for Mr. Chris Walsh, $412 for Mr. McPherson and $393 for Mr. Perkins; and (iii) payment of a car allowance in the following amounts: $8,821 for Mr.
Prokop, $6,923 for Mr. McPherson and $5,538 for Mr. Perkins.

(4) The figures for 2002 consist of: (i) matching contributions to our 401(k) Plan in the following amounts: $5,500 for Mr. J. Michael Walsh, $3,414 for Mr.
Prokop, $5,322 for Mr. Chris Walsh, $3,452 for Mr. McPherson and $3,989 for Mr. Perkins; (ii) the payment of long term disability and accidental death and
dismemberment insurance premiums in the following amounts: $597 for Mr. J. Michael Walsh, $436

65

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 147



Table of Contents

for Mr. Prokop, $427 for Mr. Chris Walsh, $270 for Mr. McPherson and $314 for Mr. Perkins; (iii) the payment of a car allowance in the following amounts:
$25,564 for Mr. J. Michael Walsh, $7,215 for Mr. Prokop, $24,189 for Mr. Chris Walsh, $7,200 for Mr. McPherson and $7,200 for Mr. Perkins; and (iv) and
payment of the following amounts by Fleming for outstanding options in connection with the acquisition of Core-Mark International by Fleming: $307,262
for Mr. Chris Walsh, $174,841 for Mr. McPherson and $204,841 for Mr. Perkins.

(5) Mr. Prokop receives his cash compensation in Canadian dollars. We report these amounts in the summary compensation table above in U.S. dollars based on
the US/Canadian year-end exchange rate for each of 2004, 2003 and 2002 of $1.2034, $1.2923 and $1.58.

Stock Options

The following table sets forth information relating to the stock options granted under our 2004 Long-Term Incentive Plan in 2004 to our named
executive officers as well as information on their stock options holdings at the end of 2004.

Option Grants in 2004 Year

No. of Shares
Underlying
Securities
Granted

Percent of
Total

Securities
Granted to
Employees

(%)

Exercise
Price

($/sh)
Expiration

Date

Potential Realizable Value
at Assumed Annual Rates
of Stock Option Price
Appreciation for Option

Term(1)

Name 5% 10%

J. Michael Walsh 100,000 8.0% $ 15.50 8/23/11 $ 631,006 $ 1,470,512
Basil P. Prokop 91,667 7.3% $ 15.50 8/23/11 $ 578,424 $ 1,347,974
Chris L. Walsh 79,167 6.3% $ 15.50 8/23/11 $ 499,548 $ 1,164,160
Scott E. McPherson 61,111 4.9% $ 15.50 8/23/11 $ 385,614 $ 898,644
Thomas B. Perkins 61,111 4.9% $ 15.50 8/23/11 $ 385,614 $ 898,644

(1) The dollar amounts represented are based on calculations assuming annual rates of stock price appreciation over the option term at 5 percent and 10 percent
rates set by the Securities and Exchange Commission and are not intended to forecast possible future appreciation, if any, of our common stock. On the grant
date there was no public trading market for our common stock. For the purposes of calculating the potential realizable value we used $15.50 per share, the fair
value of our common stock as determined pursuant to the Plan, as the value of our common stock on the date of grant. The price of $15.50 per share was also
the basis used to calculate our option expense in our consolidated financial statements. The actual stock price appreciation over the 7-year option term may
not be at the above 5 percent and 10 percent assumed rates of compounded stock price appreciation or at any other defined level. Unless the market price of
our common stock appreciates over the option term, no value will be realized from the option grant made to the named executive officer.

Aggregate Option Exercises in Last Year and Year End Option Values

None of our named executive officers exercised any options to purchase our common stock in 2004. The following table provides information
on the amount and value of unexercised in the money options at December 31, 2004. The following table assumes a per-share fair value equal to
$15.50 as of December 31, 2004, the fair value of a share of our common stock as determined pursuant to the Plan:

Shares
Acquired on
Exercise (#)

Value
Realized

Number of Securities
Underlying Unexercised

Options at December 31, 2004

Value of Unexercised
In-The-Money

Options
at December 31,
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2004(2)

Name Exercisable(1) Unexercisable Exercisable Unexercisable

J. Michael Walsh �  $ �  �  100,000 $ �  $ �  
Basil P. Prokop �  $ �  �  91,667 $ �  $ �  
Chris L. Walsh �  $ �  �  79,167 $ �  $ �  
Scott E. McPherson �  $ �  �  61,111 $ �  $ �  
Thomas B. Perkins �  $ �  �  61,111 $ �  $ �  

(1) No options were exercisable until August 23, 2005. The options vested with respect to one third of the shares of common stock underlying the option on
August 23, 2005, and the options vest with respect to the remaining shares of common stock in equal monthly
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installments over the two year period commencing on August 23, 2005, for each consecutive month of service that individual provides to the Company.
(2) The exercise price for the unexercisable options is $15.50 per share, the fair value of our common stock as determined pursuant to the Plan. As of December

31, 2004 there was no trading market for shares of our common stock. Therefore, we have assumed that the fair market value for a share of our common stock
remained equal to the exercise price as of December 31, 2004 and, accordingly, that none of the unexercisable options were in-the-money.

Restricted Stock and Restricted Stock Units

In connection with our emergence from bankruptcy, we granted each named executive officer restricted stock or restricted stock units as follows:

Name

Number of Shares
or Units

J. Michael Walsh 18,000
Basil P. Prokop 16,500
Chris L. Walsh 14,250
Scott E. McPherson 11,000
Thomas B. Perkins 11,000

The transfer restrictions with respect to one third of the shares of restricted common stock or restricted stock units, lapsed on August 23, 2005.
The transfer restrictions with respect to the remaining shares of restricted common stock or restricted stock units lapse in equal monthly
installments over the two year period commencing on August 23, 2005. If we are acquired by a non-public company, then all unvested shares
will immediately vest. In addition, if we are acquired by a public company and the holder of the restricted stock or units is terminated without
cause within one year after we are acquired, then all unvested shares or units will immediately vest.

Director Compensation

We reimburse the members of our board of directors for reasonable expenses in connection with their attendance at board and committee
meetings. In addition, non-employee directors receive an annual fee of $30,000 and a fee of $1,500 for each board and committee meeting
attended. In addition, the Chairman of the board of directors receives an annual fee of $50,000 as consideration for acting as the Chairman of the
board of directors. The Chairman of the audit committee, compensation committee and nominating and corporate governance committee receive
an annual fee of $15,000, $7,500 and $7,500, respectively, in consideration for acting as the Chairman of the respective committee. The annual
fee is paid in equal quarterly installments. Each non-employee director also received an option to purchase 7,500 shares of our common stock
under our 2004 or 2005 Directors Equity Incentive Plan. The exercise price of the stock options granted to our non-employee directors is based
on the fair value of our common stock as determined by our board of directors on the date of grant. The options vest one-third on the first
anniversary of the grant date, and the balance quarterly over the next two years.

Equity Incentive Plans

2004 Long-Term Incentive Plan
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We adopted our 2004 Long-Term Incentive Plan, or the 2004 Plan, effective August 23, 2004, the effective date of the Plan. The 2004 Plan
permits us to issue incentive awards to eligible participants selected by our Compensation Committee that are settled in our common stock, cash,
or other Core-Mark securities. Available awards under the 2004 Plan include:

� stock options (including incentive stock options under Section 422 of the Internal Revenue Code of 1986);

� stock appreciation rights;
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� restricted stock and restricted stock units; and

� performance awards.

Effective Date and Term.    The 2004 Plan was effective on August 23, 2004, and will remain in effect for a period of up to 10 years after such
date. Our board of directors or the Compensation Committee may amend or terminate the 2004 Plan at any time prior to its expiration without
prior stockholder approval unless stockholder approval is required by law or the listing requirements of a principal stock exchange in which our
common stock is listed, the amendment removes a plan provision that is otherwise subject to stockholder approval, or the amendment would
directly or indirectly increase the number of shares authorized under the 2004 Plan (except as is otherwise permitted through the 2004 Plan�s
adjustment provision). The termination of the 2004 Plan will not adversely affect outstanding awards under the 2004 Plan.

Administration.    The 2004 Plan is administered by the Compensation Committee but the board of directors may resolve to administer the plan
directly in which case references to the Compensation Committee refer to the board of directors. The Compensation Committee is authorized to:

� select persons to participate in the 2004 Plan, determine the form and substance of grants under the 2004 Plan, and the conditions and
restrictions, if any, subject to which such grants will be made,

� determine the form and substance of the grant agreements reflecting the terms and conditions of grants, certify that the conditions and
restrictions applicable to any grant have been met,

� modify the terms of grants,

� interpret the 2004 Plan and grant agreements,

� determine the duration and purposes for leaves of absences which may be taken without constituting a termination of employment or
services for purposes of the 2004 Plan,

� make any adjustments necessary or desirable in connection with grants made to participants located outside of the United States,

� adopt, amend or rescind rules and regulations for plan administration (including (a) to correct any defect, supply any omission or
reconcile any inconsistency in the 2004 Plan or any grant agreement or (b) to ensure the plan complies with Rule 16b-3 under the
Exchange Act, the Internal Revenue Code, to the extent applicable, and other applicable law) and to make such other determinations
for carrying out the 2004 Plan as the Compensation Committee deems appropriate, and

� exercise such powers and perform such acts as are deemed necessary or advisable with respect to the 2004 Plan to promote
Core-Mark�s best interests.

The Compensation Committee�s determinations and interpretations under the 2004 Plan are in the Compensation Committee�s complete discretion
and are binding on Core-Mark, the participants in the 2004 Plan and all other parties.
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Eligibility.    Awards under the 2004 Plan may be granted, in the discretion of the Compensation Committee, to any director, officer (including a
non-employee officer) or employee of the Company, as well as to any other individual performing services for us or any Core-Mark subsidiary
and to any individual to whom an offer of employment or offer to provide services has been extended by us or any Core-Mark subsidiary.

Number of Shares Available for Issuance.    Subject to adjustment as described below, 1,314,444 shares of our common stock (including treasury
shares) were authorized for granting awards under the 2004 Plan. If any grant under the 2004 Plan expires or terminates unexercised, becomes
unexercisable, is forfeited as to any shares, or is tendered or withheld as to any shares in payment of the exercise price of the grant or the taxes
payable with respect to the exercise, then such unpurchased, forfeited, tendered or withheld shares are thereafter available for future awards
under the 2004 Plan. As of August 30, 2005, options for 1,054,101 shares at an exercise price of
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$15.50 per share, 8,542 shares of restricted stock and 181,196 restricted stock units were outstanding under the 2004 Plan, and 70,605 shares
were available for future grants.

Annual Award Limits.    The Compensation Committee may not grant to any one participant in any calendar year stock options and SARs for a
number of shares in excess of 20% of the total number of shares authorized under the 2004 Plan. In accordance with rules governing incentive
stock options, the aggregate fair value of shares for which an incentive stock option is first exercisable during any calendar year (whether under
the 2004 Plan or any other plan of the Company or its subsidiaries) may not exceed $100,000.

Adjustments.    In the event of any adjustment, recapitalization, reorganization or other change in our capital structure, stock split, reverse stock
split, stock dividend, combination of shares, merger, consolidation, distribution to stockholders of a material amount of assets of the Company
(including in the form of an extraordinary dividend) or any other change in the corporate structure or shares of the Company, the Compensation
Committee will make such equitable adjustments as it deems appropriate in the number and kind of shares or other property available under the
2004 Plan and to the exercise price of outstanding stock options or other awards. In the event of any merger, consolidation or other
reorganization in which we are not the surviving or continuing corporation or in which a change in control is to occur, awards under the 2004
Plan may be assumed by the surviving or continuing corporation or canceled in exchange for property (including cash). Our board of directors�
determinations and interpretations under the 2004 Plan are in the board of directors� complete discretion and are binding on the Company, the
participants and all other parties.

Awards.    It is anticipated that shares available for future grants will be granted to our executives and other employees under the 2004 Plan from
time to time subject to the approval of our Compensation Committee. We cannot presently determine the timing of the remaining awards.
Nothing contained in the 2004 Plan will prevent us or any of our affiliates from adopting or continuing in effect other or additional
compensation arrangements.

Stock Options.    A participant granted a stock option will be entitled to purchase a specified number of shares of our common stock during a
specified term at a fixed exercise price, affording the participant an opportunity to benefit from the appreciation in the market price of our
common stock from the date of grant. The exercise price will be established by the Compensation Committee. In accordance with rules
governing incentive stock options, the exercise price of an incentive stock option will not be less than the fair value of a share of our common
stock on the date of grant (or less than 110% of such fair value if a grant is made to an employee who, at the time of grant owns more than 10%
of the total combined voting power of all classes of our stock or any of our subsidiaries, such an employee is referred to as a ten percent
shareholder. In compliance with Section 409A of the Internal Revenue Code, the Compensation Committee will not grant stock options with an
exercise price less than the fair value of a share of the our common stock on the date of grant. Stock options will be designated as incentive stock
options or non-qualified stock options. If an incentive stock option fails to qualify as an incentive stock option, then to the extent of such
non-qualification, it will be treated as a non-qualified stock option.

The term of each stock option will be determined by the Compensation Committee. If required by the Internal Revenue Code, no option shall be
exercisable more than ten years from the date of grant, or five years from the date of grant for a Ten Percent Shareholder.

The Compensation Committee will determine the circumstances that a stock option is exercisable and vested. Unless a grant agreement provides
otherwise, stock options become fully exercisable and vested upon a change of control, as defined in the 2004 Plan. Unless a grant agreement
provides otherwise:

�
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a stock option that is exercisable on the date of a participant�s death or disability will remain exercisable for one year following the date
of such death or disability (or, if sooner, until the expiration date of such option),

� a stock option that is exercisable on the date of termination of service, other than for cause shall remain exercisable for 90 days
following such termination of service (or, if sooner, until the expiration date of such option), and
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� a stock option that is exercisable on the date of termination of service for cause shall expire and be forfeited immediately upon such
termination of service.

If a stock option is granted to an individual in anticipation of the individual becoming employed or providing services to us or any of our
subsidiaries and such employment or service does not commence, such stock option regardless if then exercisable shall expire and be forfeited
immediately.

Unless a grant agreement provides otherwise, a participant whose employment or service terminates for cause must return to us the option gain
realized from any option exercise that occurred within the one year preceding such employment or service termination. We may deduct the
amount of any such option gain from any payment otherwise owed to the participant, such as salary.

Stock options may be exercised by payment in cash, delivery of outstanding shares of our common stock having a fair value equal to the
exercise price (which shares, if the Compensation Committee so determines, must have been owned by the participant for at least six months
prior to the date of exercise), by a cashless exercise procedure approved by the Compensation Committee, or any combination of the foregoing.
On the date of grant or on the date of exercise, the Compensation Committee may provide for the reload of stock options such that if a
participant tenders shares to pay the exercise price of a stock option and any tax withholding, the participant receives a new option for the
number of shares so tendered with an exercise price equal to the fair value of the shares at the time the reload option is granted.

As of August 30, 2005, options to purchase 1,054,101 shares at an exercise price of $15.50 per share were outstanding under the 2004 Plan.

SARs.    A participant granted an SAR will be entitled to receive the excess of the fair value (calculated as of the exercise date) of a share of our
common stock over the grant price of the SAR in cash, our common stock, combination thereof, or any other manner approved by the
Compensation Committee. SARs may be granted alone or in tandem with options. If granted alone the grant price must not be less than fair
value of our common stock on the date of grant.

The Compensation Committee will determine the circumstances that an SAR is exercisable and vested. However, a SAR will be exercised
automatically on the last day prior to the expiration of the SAR (or in the case of tandem SAR prior to the expiration of the related stock option)
if the fair value of our common stock exceeds the grant price. If an SAR can be settled in cash, the Compensation Committee intends to establish
an exercise date that complies with Section 409A of the Internal Revenue Code.

Unless a grant agreement provides otherwise, SARs become fully exercisable and vested upon a change of control, as defined in the 2004 Plan.
Unless a grant agreement provides otherwise:

� a SAR that is exercisable on the date of a participant�s death or disability will remain exercisable for one year following the date of
such death or disability (or, if sooner until the expiration date of such SAR),

� a SAR that is exercisable on the date of termination of service, other than for cause shall remain exercisable for 90 days following
such termination of service (or, if sooner, until the expiration date of such SAR), and
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� a SAR that is exercisable on the date of termination of service for cause shall expire and be forfeited immediately upon such
termination of service.

If a SAR is granted to an individual in anticipation of the individual becoming employed or providing services to us or any of our subsidiaries
and such employment or service does not commence, such SAR regardless if then exercisable shall expire and be forfeited immediately.
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Unless a grant agreement provides otherwise, a participant whose employment or service terminates for cause must return to the Company the
amount distributed upon the exercise of any SAR that occurred within the one year preceding such employment or service termination. We may
deduct the amount of any such option gain from any payment otherwise owed to the participant, such as salary.

Restricted Stock and Restricted Stock Units.    Restricted stock and restricted stock units, or RSUs, are awards that will be subject to certain
restrictions and subject to a risk of forfeiture upon certain kinds of employment terminations, as determined by the Compensation Committee,
during a restricted period specified by the Compensation Committee. Restricted stock provides a participant with all of the rights of a holder of
our common stock, including the right to vote the shares and to receive dividends, at the end of a specified period. Any stock or other securities
received as a distribution with respect to restricted stock is subject to the same restrictions in effect for the restricted stock. A RSU represents a
right to receive a share of our common stock at the end of a specified period. Unless a grant agreement provides otherwise, a holder of a RSU
has the right to receive accumulated dividends or distributions on the corresponding shares underlying the RSU on the date the RSU vests and
thereafter until the underlying shares are issued.

The Compensation Committee will determine the circumstances that restricted stock and RSUs vest and related restrictions lapse. Unless a grant
agreement provides otherwise, restricted stock and RSUs vest (and restrictions lapse) upon a change in control or termination of service due to
death, disability or retirement. If restricted stock or a RSU is granted to an individual in anticipation of the individual becoming employed or
providing services to us or any of our subsidiaries and such employment or service does not commence, such award shall be immediately
forfeited to us.

Prior to the end of a vesting period, settlement of RSUs may be further deferred and upon such deferral the RSU shall be considered a deferred
stock unit. Unless otherwise provided in the grant agreement, the deferral period shall end on the earliest of: the participant�s death, termination
of service, change in control, or the date selected by the participant. The Compensation Committee intends that any such deferral will be made in
compliance with Section 409A of the Internal Revenue Code.

As of August 30, 2005, 8,542 shares of restricted stock and 181,196 restricted stock units were outstanding under the 2004 Plan.

Performance Awards.    Performance awards are rights valued, vested or payable based upon the achievement of performance goals over a
performance cycle, all as established by the Compensation Committee at the time of the award. Performance goals and objectives may be
adjusted by the Compensation Committee during a performance cycle for any reason that the Compensation Committee deems equitable.
Performance awards may include specific dollar-value target awards, performance units, and performance shares. The Compensation Committee
may establish performance goals and objectives for a performance cycle on the basis of criteria and objectives.

Generally, a participant must be in the service of Core-Mark or any of its subsidiaries at the end of a performance cycle to receive payment of a
performance award. However, if a participant�s service terminates due to death, retirement or disability prior to the end of a performance cycle,
the participant shall be paid a proportionate amount of the performance award based upon the elapsed portion of the performance cycle and our
performance over that portion of such cycle.

Unless a grant agreement provides otherwise, in the event of a change in control, a participant shall earn no less than the portion of the
performance award the participant would have earned if the performance cycle had terminated on the date of the change in control.
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Amendment or Substitution of Awards.    The Compensation Committee may amend awards under the 2004 Plan in any manner that it deems
appropriate except that pursuant to the 2004 Plan�s adjustment provision, no
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amendment to the 2004 Plan or an award may adverse affect a participant�s rights under an award without the participant�s consent, and the
exercise price of an option may not be reduced without stockholder approval. The Compensation Committee may permit holders to surrender
outstanding awards under the plan to exercise or realize rights under other awards or in exchange for the grant of new awards under the plan or
otherwise, or require holders of awards to surrender outstanding awards as a condition to the grant of new awards under the 2004 Plan or
otherwise.

Transferability.    Unless a grant agreement provides otherwise, awards generally will be non-transferable except upon the death of a participant
(by will or by the laws of descent and distribution) or to a family member of a participant by gift or pursuant to a qualified domestic relations
order. Unless a grant agreement provides otherwise, stock options may be exercised only by the option holder, a family member who has
acquired the option by gift or qualified domestic relations order, by the executor or administrator of the estate of any of the foregoing to whom
the option is transferred by will or the laws of descent and distribution or by the guardian or legal representative of any of the foregoing. All
provisions of the plan shall continue to apply to any award transferred to a permitted transferee as if the award were then held by the original
grantee.

2005 Long-Term Incentive Plan

We adopted our 2005 Long-Term Incentive Plan, or the 2005 Plan, effective February, 2005. The 2005 Plan permits us to issue incentive awards
to eligible participants selected by our Compensation Committee that are settled in our common stock, cash, or other Core-Mark securities.
Available awards under the 2005 Plan include restricted stock and restricted stock units and performance awards.

Effective Date and Term.    The 2005 Plan was effective in February, 2005 and will remain in effect for a period of up to 10 years after such
date. Our board of directors or the Compensation Committee may amend or terminate the 2005 Plan at any time prior to its expiration without
prior stockholder approval unless stockholder approval is required by law or the listing requirements of a principal stock exchange in which our
common stock is listed, the amendment removes a plan provision that is otherwise subject to stockholder approval, or the amendment would
directly or indirectly increase the number of shares authorized under the 2005 Plan (except as is otherwise permitted through the 2005 Plan�s
adjustment provision). The termination of the 2005 Plan will not adversely affect outstanding awards under the 2005 Plan.

Administration.    The 2005 Plan is administered by the Compensation Committee but the board of directors may resolve to administer the plan
directly in which case references to the Compensation Committee refer to the board of directors. The Compensation Committee is authorized to:

� select persons to participate in the 2005 Plan, determine the form and substance of grants under the 2005 Plan, and the conditions and
restrictions, if any, subject to which such grants will be made,

� determine the form and substance of the grant agreements reflecting the terms and conditions of grants, certify that the conditions and
restrictions applicable to any grant have been met,

� modify the terms of grants,

� interpret the 2005 Plan and grant agreements,
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� determine the duration and purposes for leaves of absences which may be taken without constituting a termination of employment or
services for purposes of the 2005 Plan,

� make any adjustments necessary or desirable in connection with grants made to participants located outside of the United States,

� adopt, amend or rescind rules and regulations for plan administration (including (a) to correct any defect, supply any omission or
reconcile any inconsistency in the 2005 Plan or any grant agreement or (b) to ensure the plan complies with Rule 16b-3 under the
Exchange Act, the Internal Revenue Code, to the extent applicable, and other applicable law) and to make such other determinations
for carrying out the 2005 Plan as the Compensation Committee deems appropriate, and
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� exercise such powers and perform such acts as are deemed necessary or advisable with respect to the 2005 Plan to promote our best
interests.

The Compensation Committee�s determinations and interpretations under the 2005 Plan are in the Compensation Committee�s complete discretion
and are binding on us, the participants in the 2005 Plan and all other parties.

Eligibility.    Awards under the 2005 Plan may be granted, in the discretion of the Compensation Committee, to any director, officer (including a
non-employee officer) or employee of the Company, as well as to any other individual performing services for us or any Core-Mark subsidiary
and to any individual to whom an offer of employment or offer to provide services has been extended by us or any Core-Mark subsidiary.

Number of Shares Available for Issuance.    The number of shares of our common stock issuable under the 2005 plan is limited to a number of
shares having a market value of $5.5 million, based on the average closing price of our common stock during the 11th through 20th days of
trading once it becomes eligible for quotation on the NASDAQ National Market. If any grant under the 2005 Plan expires or terminates
unexercised, becomes unexercisable, is forfeited as to any shares, or is tendered or withheld as to any shares in payment of the exercise price of
the grant or the taxes payable with respect to the exercise, then such unpurchased, forfeited, tendered or withheld shares are thereafter available
for future awards under the 2005 Plan. In February 2005, the Compensation Committee and the Board of Directors approved the grant of
restricted stock units having a value of approximately $5.0 million with a vesting commencement date of February 1, 2005. It is anticipated that
such grants will be made in the fourth quarter of 2005. The Board of Directors determined that the balance of approximately $0.5 million
available for grants under the 2005 Plan should be reserved for possible future issuance.

Adjustments.    In the event of any adjustment, recapitalization, reorganization or other change in our capital structure, stock split, reverse stock
split, stock dividend, combination of shares, merger, consolidation, distribution to stockholders of a material amount of assets of the Company
(including in the form of an extraordinary dividend) or any other change in the corporate structure or shares of the Company, the Compensation
Committee will make such equitable adjustments as it deems appropriate in the number and kind of shares or other property available under the
2005 Plan. In the event of any merger, consolidation or other reorganization in which we are not the surviving or continuing corporation or in
which a change in control is to occur, awards under the 2005 Plan may be assumed by the surviving or continuing corporation or canceled in
exchange for property (including cash). Our board of directors� determinations and interpretations under the 2005 Plan are in the board of
directors� complete discretion and are binding on us, the participants and all other parties.

Awards.    It is anticipated that we will issue periodic grants to our executives and other employees of the remaining amounts available under the
2005 Plan subject to the approval of our Compensation Committee. We cannot presently determine the timing of the remaining additional
awards. Nothing contained in the 2005 Plan will prevent us or any of our affiliates from adopting or continuing in effect other or additional
compensation arrangements.

Restricted Stock and Restricted Stock Units.    Restricted stock and restricted stock units, or RSUs, are awards that will be subject to certain
restrictions and subject to a risk of forfeiture upon certain kinds of employment terminations, as determined by the Compensation Committee,
during a restricted period specified by the Compensation Committee. Restricted stock provides a participant with all of the rights of a holder of
our common stock, including the right to vote the shares and to receive dividends, at the end of a specified period. Any stock or other securities
received as a distribution with respect to restricted stock is subject to the same restrictions in effect for the restricted stock. A RSU represents a
right to receive a share of our common stock at the end of a specified period. Unless a grant agreement provides otherwise, a holder of a RSU
has the right to receive accumulated dividends or distributions on the corresponding shares underlying the RSU on the date the RSU vests and
thereafter until the underlying shares are issued.

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 162



73

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 163



Table of Contents

The Compensation Committee will determine the circumstances that restricted stock and RSUs vest and related restrictions lapse. Unless a grant
agreement provides otherwise, restricted stock and RSUs vest (and restrictions lapse) upon a change in control or termination of service due to
death, disability or retirement. If restricted stock or a RSU is granted to an individual in anticipation of the individual becoming employed or
providing services to us or any of our subsidiaries and such employment or service does not commence, such award shall be immediately
forfeited to us.

Prior to the end of a vesting period, settlement of RSUs may be further deferred and upon such deferral the RSU shall be considered a deferred
stock unit. Unless otherwise provided in the grant agreement, the deferral period shall end on the earliest of: the participant�s death, termination
of service, change in control, or the date selected by the participant. The Compensation Committee intends that any such deferral will be made in
compliance with Section 409A of the Internal Revenue Code.

Performance Awards.    Performance awards are rights valued, vested or payable based upon the achievement of performance goals over a
performance cycle, all as established by the Compensation Committee at the time of the award. Performance goals and objectives may be
adjusted by the Compensation Committee during a performance cycle for any reason that the Compensation Committee deems equitable.
Performance awards may include specific dollar-value target awards, performance units, and performance shares. The Compensation Committee
may establish performance goals and objectives for a performance cycle on the basis of criteria and objectives.

Generally, a participant must be in the service of Core-Mark or any of its subsidiaries at the end of a performance cycle to receive payment of a
performance award. However, if a participant�s service terminates due to death, retirement or disability prior to the end of a performance cycle,
the participant shall be paid a proportionate amount of the performance award based upon the elapsed portion of the performance cycle and our
performance over that portion of such cycle.

Unless a grant agreement provides otherwise, in the event of a change in control, a participant shall earn no less than the portion of the
performance award the participant would have earned if the performance cycle had terminated on the date of the change in control.

Amendment or Substitution of Awards.    The Compensation Committee may amend awards under the 2005 Plan in any manner that it deems
appropriate except that pursuant to the 2005 Plan�s adjustment provision, no amendment to the 2005 Plan or an award may adverse affect a
participant�s rights under an award without the participant�s consent. The Compensation Committee may permit holders to surrender outstanding
awards under the plan to exercise or realize rights under other awards or in exchange for the grant of new awards under the plan or otherwise, or
require holders of awards to surrender outstanding awards as a condition to the grant of new awards under the 2005 Plan or otherwise.

Transferability.    Unless a grant agreement provides otherwise, awards generally will be non-transferable except upon the death of a participant
(by will or by the laws of descent and distribution) or to a family member of a participant by gift or pursuant to a qualified domestic relations
order. All provisions of the plan shall continue to apply to any award transferred to a permitted transferee as if the award were then held by the
original grantee.

2004 Directors Equity Incentive Plan

We adopted our 2004 Directors Equity Incentive Plan, or the 2004 Directors Plan, effective August 23, 2004, the effective date of the 2004
Directors Plan. The 2004 Directors Plan permits us to grant non-qualified stock options to our non-employee directors. The following is a
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Effective Date and Term.    The 2004 Directors Plan was effective on August 23, 2004 and will remain in effect for a period of up to 10 years
after such date. Our board of directors may amend or terminate the plan at
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any time prior to its expiration without prior stockholder approval unless stockholder approval is required by law or the listing requirements of a
principal stock exchange in which our common stock is listed.

Administration.    The 2004 Directors Plan is administered by our Board of Directors. Our board of directors is authorized to:

� select persons to participate in the 2004 Directors Plan,

� determine the form and substance of grants under the 2004 Directors Plan, and the conditions and restrictions, if any, subject to which
such grants will be made,

� determine the form and substance of the grant agreements reflecting the terms and conditions of grants,

� certify that the conditions and restrictions applicable to any grant have been met,

� modify the terms of grants,

� interpret the 2004 Directors Plan and grant agreements,

� determine the duration and purposes for leaves of absences which may be taken without constituting a termination of services for
purposes of the 2004 Directors Plan,

� make any adjustments necessary or desirable in connection with grants made to participants located outside of the United States,

� adopt, amend or rescind rules and regulations for the 2004 Directors Plan administration (including (a) to correct any defect, supply
any omission or reconcile any inconsistency in the plan or any grant agreement or (b) to ensure the 2004 Directors Plan complies with
Rule 16b-3 under the Exchange Act, the Internal Revenue Code, to the extent applicable, and other applicable law) and to make such
other determinations for carrying out the 2004 Directors Plan as our board of directors deems appropriate, and

� exercise such powers and perform such acts as are deemed necessary or advisable with respect to the plan to promote the Company�s
best interests.

Our board of directors� determinations and interpretations under the 2004 Directors Plan are in the board of directors� complete discretion and are
binding on the Company, the participants and all other parties.

Eligibility.    Awards under the 2004 Directors Plan may be granted, in the discretion of our board of directors, to any non-employee director of
the Company or any subsidiary.
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Number of Shares Available for Issuance.    Subject to adjustment as described below, 30,000 shares of our common stock (including treasury
shares) are available for granting awards under the 2004 Directors Plan. On August 23, 2004 we granted our non-employee directors options to
purchase a total of 30,000 shares of our common stock under the 2004 Directors Plan. If any grant under the 2004 Directors Plan expires or
terminates unexercised, becomes unexercisable, is forfeited as to any shares, or is tendered or withheld as to any shares in payment of the
exercise price of the grant or the taxes payable with respect to the exercise, then such un-purchased, forfeited, tendered or withheld shares is
thereafter available for future awards under the 2004 Directors Plan.

Annual Award Limits.    Our board of directors may not grant to any one participant in any calendar year stock options for a number of shares in
excess of 25% of the total number of shares authorized under the 2004 Directors Plan, subject to adjustment.

Adjustments.    In the event of any adjustment, recapitalization, reorganization or other change in our capital structure, stock split, reverse stock
split, stock dividend, combination of shares, merger, consolidation, distribution to stockholders of a material amount of assets of the Company
(including in the form of an extraordinary dividend) or any other change in the corporate structure or shares of the Company, our board of
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directors will make such equitable adjustments as it deems appropriate in the number and kind of shares or other property available under the
2004 Directors Plan and in the exercise price of outstanding stock options. In the event of any merger, consolidation or other reorganization in
which we are not the surviving or continuing corporation or in which a change in control is to occur, stock options under the plan may be
assumed by the surviving or continuing corporation or canceled in exchange for property (including cash). Our board of directors� determinations
and interpretations under the 2004 Directors Plan are in our board of directors� complete discretion and are binding on the Company, the
participants and all other parties.

Awards.    The options to purchase shares of our common stock granted under the 2004 Directors Plan on August 23, 2004 have an exercise
price of $15.50 per share, the fair value of our common stock as determined pursuant to the Plan, and vest over three years and expire after seven
years. One third of the options vested on August 23, 2005, and the remaining options vest in equal quarterly installments over the two year
period commencing on August 23, 2005, for each consecutive quarter that the grantee remains a director.

Stock Options.    A participant granted a stock option will be entitled to purchase a specified number of shares during a specified term at a fixed
exercise price, affording the participant an opportunity to benefit from the appreciation in the market price of our stock from the date of grant.
The exercise price will be established by our board of directors. In compliance with Section 409A of the Internal Revenue Code, our board of
directors will not grant stock options with an exercise price less than the fair value of a share of our common stock on the date of grant. The term
of each stock option will be determined by our board of directors. If required by the Internal Revenue Code, no option shall be exercisable more
than ten years from the date of grant.

Our board of directors will determine the circumstances that a stock option is exercisable and vested. Unless a grant agreement provides
otherwise, stock options become fully exercisable and vested upon a change of control, as defined in the 2004 Directors Plan. Unless a grant
agreement provides otherwise,

� a stock option that is exercisable on the date of a participant�s death or disability (i.e., the date a participant would be eligible for long
term disability benefits) will remain exercisable for one year following the date of such death or disability (or, if sooner, until the
expiration date of such option),

� a stock option that is exercisable on the date a participant ceases to be a director, other than for cause shall remain exercisable for 90
days following such termination of service (or, if sooner, until the expiration date of such option), and

� a stock option that is exercisable on the date a participant ceases to be a director for cause shall expire and be forfeited immediately
upon such termination of service.

Unless a grant agreement provides otherwise, a participant who ceases to be a director for cause must return to the Company the option gain
realized from any option exercise that occurred within the one year preceding such employment or service termination. We may deduct the
amount of any such option gain from any payment otherwise owed to the participant.

Stock options may be exercised by payment in cash, delivery of outstanding shares of our common stock having a fair value equal to the
exercise price (which shares, if our board of directors determines, must have been owned by the participant for at least six months prior to the
date of exercise), by a cashless exercise procedure approved by our board of directors, or any combination of the foregoing. On the date of grant
or on the date of exercise, our board of directors may provide for the reload of stock options such that if a participant tenders shares to pay the
exercise price of a stock option and any taxes, the participant receives a new option for the number of shares so tendered with an exercise price
equal to the fair value of the shares at the time the reload option is granted.
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Transferability.    Unless a grant agreement provides otherwise, stock options granted under the 2004 Directors Plan generally will be
non-transferable except upon the death of a participant (by death or by the laws of descent and distribution) or to a family member of a
participant by gift or pursuant to a qualified domestic
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relations order. Unless a grant agreement provides otherwise, stock options may be exercised only by the option holder, a family member who
has acquired the option by gift or qualified domestic relations order, by the executor or administrator of the estate of any of the foregoing to
whom the option is transferred by will or the laws of descent and distribution or by the guardian or legal representative of any of the foregoing.
All provisions of the plan shall continue to apply to any award transferred to a permitted transferee as if the award were then held by the original
grantee.

2005 Directors Equity Incentive Plan

We adopted our 2005 Directors Equity Incentive Plan, or the 2005 Directors Plan, effective August, 2005. The 2005 Directors Plan permits us to
grant non-qualified stock options to our non-employee directors. The terms of the 2005 Directors Plan are substantially similar to the 2004
Directors Plan other than:

� there are 15,000 shares available for issuance;

� any one participant may not receive more than 50% of the total number of shares authorized under the 2005 Directors Plan in any
calendar year;

� the options to purchase shares of our common stock granted on August 12, 2005, under the 2005 Directors Plan have an exercise price
of $27.03, the fair value of a share of our common stock as determined by our Board of Directors, as provided in the plan on the basis
of the average trading price of our common stock over the twenty trading days ending two trading days prior to the date of grant.

� Such options vest over three years, of which one third will vest on August 12, 2006, and the remaining options will vest in equal
quarterly installments over the two year period commencing on August 12, 2006, for each consecutive quarter that the grantee remains
a director.

Severance Policy

Each of our executive officers and vice presidents are entitled to certain benefits under the Core-Mark Executive Severance Policy. Pursuant to
the policy, upon the officer�s involuntary termination other than for cause, gross misconduct (each as defined in the policy) or long term disability
and upon our acceptance of an executed separation agreement, the officer is entitled to the following benefits based on the years of service to
Core-Mark and location of employment:

U.S. Employees

Number of Years of Service Benefit

Less than two years Two months of base salary
At least two years but less than five years Four months of base salary
At least five years but less than ten years Eight months of base salary
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At least ten years but less than 20 years 12 months of base salary
More than 20 years 18 months of base salary

All payments under the severance policy are made in one lump sum at the first regularly scheduled payroll issuance following termination. In
addition to above payments, employee shall receive COBRA cost reimbursement for the same number of months of their base salary payment
plus payment of a pro rated bonus for the year of their termination.

Canadian Employees

The severance benefits paid to Canadian employees are based on the applicable provincial laws.
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ITEM 7. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Transactions with Certain Holders of 5% or More of Our Outstanding Common Stock

The funds managed by Sankaty Advisors LLP invested approximately $29 million in our Tranche B second lien term loan facility. As part of
this second lien facility, these funds managed by Sankaty Advisors LLP also received warrants to purchase an aggregate of 119,700 shares of
our common stock. The warrants have an exercise price of $15.50 per share, the fair value of our common stock as determined pursuant to the
Plan and may be exercised at the election of the holder at any time prior to August 23, 2011. The number of shares to be issued upon exercise of
the warrants is subject to adjustment if we issue shares of our common stock at a price below the then current fair value of our common stock,
effect a reorganization or reclassification of our common stock, consolidate or merge with another entity or transfer all or substantially all of our
assets. We have entered into a registration rights agreement with Sankaty Advisors LLP and its affiliates and the other holders of the warrants.
The holders of the warrants may require us to include the shares of common stock issued upon exercise of the warrants in future registration
statements that we file, subject to cutback at the option of the underwriters for the offering. The registration rights terminate upon the earlier of
(i) the shares issued upon exercise of the warrants have been sold pursuant to an effective registration statement or (ii) the shares issued upon
exercise of the warrants have been sold pursuant to Rule 144.

Additionally, certain funds managed by Sankaty Advisors LLP made a $10 million commitment in our $250 million revolving credit facility.
Finally, investment funds advised by Sankaty Advisors purchased senior notes and senior subordinated notes of Fleming, our former parent
company. Pursuant to the Plan, such investment funds received shares of our Common Stock and warrants to purchase our common stock in
exchange for the satisfaction, settlement, release and discharge of claims related to senior notes and senior subordinated notes.

Transactions with Directors and Management

Harvey L. Tepner, a member of our board of directors (and a member of our compensation committee and chairman of our audit committee from
August 2004 through September 2, 2005), is a Partner of Compass Advisers, LLP. Mr. Tepner is also a Managing Director of Compass SRP
Associates LLP, a special purpose joint venture that provided financial advisory and investment banking services to the Official Committee of
Unsecured Creditors of Fleming in connection with Fleming�s bankruptcy. Compass Advisers, LLP owns a 50% interest in Compass SRP
Associates LLP. Pursuant to the Plan, Compass SRP Associates LLP has received total fees and expenses of approximately $4,781,000, of
which $2,269,930 was distributed to Compass Advisers, LLP. All fees and expenses paid to Compass SRP Associates LLP were approved by
the United States Bankruptcy Court for the District of Delaware after submission of applications by Compass SRP Associates LLP. Harvey L.
Tepner is a member of the board of directors of the Post Confirmation Trust of the Fleming Companies but recused himself from any discussions
regarding the compensation of Compass SRP Associates LLP.

One of our customers, Eureka Management Group LLC, is primarily owned by Ron McPherson, who is the father of Scott McPherson, one of
our Vice Presidents. The Company recorded net sales to Eureka Management Group LLC of approximately $190,000 and $825,000 in the first
six months of 2005 and 2004, respectively. These transactions were negotiated at arms-length and in the ordinary course. As of June 30, 2005,
we held a non-recourse note receivable of approximately $220,000 related to these transactions which is collateralized by a deed of trust on a
convenience store owned by Eureka Management Group LLC.

Securities Issued Pursuant to Our 2004 and 2005 Long Term Incentive Plans
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In August 2004, we approved the grant of options to purchase an aggregate of 1,060,422 shares of our common stock to certain of our officers
and employees under our 2004 Long Term Incentive Plan. The options have an exercise price of $15.50, the fair value of a share of our common
stock as determined pursuant to the Plan and have a three year vesting period. One third of the shares vested on August 23, 2005, and the
remaining shares vest in equal monthly installments over the two year period commencing on August 23, 2005, for each
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consecutive month of service that individual provides to the Company. Certain members of our management are entitled to accelerated vesting
of their option shares and restricted stock units in the event that they are terminated without cause or resign for good reason prior to the
expiration of the vesting period or are terminated without cause or resign for good reason within one year after a change of control of the
company.

In addition in 2004, we issued an aggregate of 190,876 shares of restricted common stock and restricted stock units to certain of our officers and
employees under our 2004 Long Term Incentive Plan. The transfer restrictions with respect to one third of the shares of restricted common stock
lapsed on August 23, 2005 and the transfer restrictions with respect to the remaining shares of restricted common stock lapse in equal monthly
installments over the two year period commencing on August 23, 2005 for each month of service provided by the stockholder to the Company.
The restricted stock units vest over a three year period. One third of the shares vested on August 23, 2005, and the remaining shares vest in equal
monthly installments over the two year period commencing on August 23, 2005, for each consecutive month of service that the individuals
provide services to Company. If we are acquired by a non-public company, then all unvested shares will immediately vest. In addition, if we are
acquired by a public company and the holder of the restricted stock is terminated without cause within one year after we are acquired, then all
unvested shares will immediately vest.

In February 2005, the Compensation Committee and the Board of Directors approved the grant of restricted stock units having a value of
approximately $5.0 million with a vesting commencement date of February 1, 2005. It is anticipated that such grants will be made in the fourth
quarter of 2005.

Options Issued Pursuant to Our Directors Equity Incentive Plans

In August, 2004, we issued an option to purchase 7,500 shares to each of our non-employee directors under our 2004 Directors Equity Incentive
Plan. The options have an exercise price of $15.50, the fair value of a share of our common stock as determined pursuant to the Plan. The
options vest over three years. One third of the options vested on August 23, 2005, and the remaining options vest in equal quarterly installments
over the two year period commencing on August 23, 2005, for each consecutive quarter that the grantee remains a director. Any unvested option
shares will immediately vest upon a change of control of the Company.

In August, 2005, we issued an option to purchase 7,500 shares to two new non-employee directors under our 2005 Directors Equity Incentive
Plan. The options have an exercise price of $27.03, the fair value of a share of our common stock as determined by our Board of Directors as
provided in the plan on the basis of the average trading price of our common stock over the twenty trading days ending two trading days prior to
the date of grant. The options vest over three years and expire after seven years. One third of the options vest on August 12, 2006, and the
remaining options vest in equal quarterly installments over the two year period commencing on August 12, 2006, for each consecutive quarter
that the grantee remains a director. Any unvested option shares will immediately vest upon a change of control of the Company.

Indemnification Agreements

We have entered into indemnification agreements with each of our directors and executive officers. We believe that these agreements are
necessary to attract and retain qualified persons as directors and executive officers. These agreements require us to indemnify these individuals
to the fullest extent permitted under Delaware law against liabilities that may arise by reason of their service to us, and to advance expenses
incurred as a result of any proceeding against them as to which they could be indemnified. We also intend to enter into indemnification
agreements with our future directors and executive officers.
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ITEM 8. LEGAL PROCEEDINGS

Proceedings Under Chapter 11 of the Bankruptcy Code

On April 1, 2003, Fleming filed for protection under Chapter 11 of the U.S. Bankruptcy Code. The debtor entities comprising Core-Mark were
included in the Chapter 11 proceedings. The Plan, pursuant to which the debtors were reorganized around Core-Mark International and Fleming�s
one remaining convenience store wholesale distribution center, was confirmed on July 26, 2004 and became effective on August 23, 2004.

Pursuant to the Plan, two special purpose trusts, the Post Confirmation Trust, or PCT, and the Reclamation Creditor�s Trust, or RCT, were
established. These trusts are charged with administering certain responsibilities under the Plan, including liquidating certain assets, the pursuit
and collection of litigation claims and causes of action and the reconciliation and payment of specific types of claims, including trade lien
vendor claims, or TLV claims, each as allocated between the PCT and the RCT pursuant to the Plan. Under the terms of the Plan, in the event
that the amount of PCT administrative claims exceeds $56 million, we guarantee the payment of all such claims. In addition, if the assets of the
RCT are inadequate to satisfy all of the allowed TLV claims, we must pay such claims in full plus any accrued interest. We also guarantee all
eligible but unpaid non-TLV claims up to a maximum of $15 million. The Plan limits the amounts of the TLV and non-TLV claims to not
greater than $137 million.

ITEM 9. MARKET PRICE OF AND DIVIDENDS ON THE REGISTRANT�S COMMON EQUITY AND RELATED
STOCKHOLDER MATTERS

Our authorized capital stock consists of 50,000,000 shares of common stock, par value $0.01 per share. As of July 31, 2005, there were
9,800,000 shares of common stock outstanding held by approximately 159 holders of record plus 15,375 shares of restricted common stock
outstanding held by certain of our employees. We emerged from Chapter 11 bankruptcy on August 23, 2004. Pursuant to the Plan, Fleming
distributed 5,122,947 shares of our common stock to its creditors in April 2005 and made a further distribution to its creditors of 172,999 shares
in July 2005. As of July 31, 2005, an additional 4,504,054 shares of our common stock remain to be distributed by Fleming to its creditors
pursuant to the Plan. In August 2005, 6,833 shares of restricted common stock were exchanged for an equal number of restricted stock units,
leaving 8,542 shares of restricted common stock outstanding.

Pursuant to the Plan, we issued warrants to purchase an aggregate of 990,616 shares of our common stock to Fleming�s Class 6(B) creditors. We
also issued warrants to purchase an aggregate of 247,654 shares of our common stock to the holders of our Tranche B Notes. We have entered
into a registration rights agreement with the holders of the Tranche B Warrants pursuant to which we have agreed to register under the Securities
Act of 1933 the shares of our common stock issuable upon exercise of the Tranche B Warrants.

Unless held by an affiliate, as that term is defined under the Securities Act of 1933, sales of the shares of our common stock and the warrants
issued pursuant to the Plan by the holders thereof are not subject to the registration requirement of the Securities Act of 1933 or the trading
restrictions of Rule 144 thereunder.

As of August 30, 2005, we had issued options to purchase 1,099,101 shares or our common stock, 8,542 shares of restricted stock and 181,196
restricted stock units to employees and directors under equity compensation plans.
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We intend to apply to have our common stock quoted on the Nasdaq National Market. Prior to April 2005, our common stock was not traded.
Beginning in April 2005, our common stock has traded over-the-counter and sales have been reported on the Pink Sheets service provided by
Pink Sheets LLC under the symbol CMRK. There continues to be no established trading market for our common stock. Based on information
obtained form the Pink Sheet service, the high and low bid quotations for our common stock for the quarter ending June 30, 2005 were $34.00
and $25.50 per share. Such prices are based on inter-dealer bid and ask prices, without markup, markdown, commissions, or adjustments and
may not represent actual transactions.
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We have not declared or paid any cash dividends on our common stock. The credit agreement for our revolving credit facility and the Tranche B
Term Note Agreement prohibit us from paying cash dividends on our common stock. In addition, we intend to retain future earnings, if any, to
finance the operation and expansion of our business. Therefore, we do not anticipate paying any cash dividends on our common stock in the
foreseeable future. The payment of any future dividends will be determined by our board of directors in light of then existing conditions,
including our earnings, financial condition and capital requirements, restrictions in financing agreements, business conditions and other factors.

The following table sets forth the total number of shares of our common stock to be issued upon exercise of outstanding options and upon the
vesting of restricted stock units, the weighted average exercise price of such options and price of the restricted stock units and the number of
shares of our common stock available for future issuance under our 2004 Plan, 2005 Plan and Directors Plans. None of the 2004 Plan, 2005 Plan
or Directors Plans was approved by our stockholders, however the 2004 Plan and 2004 Directors Plan were approved by the Bankruptcy Court
in connection with Fleming�s bankruptcy. For a description of each of the plans see Item 6�Executive Compensation�Equity Incentive Plans.

Equity Compensation Plan Information

(as of August 30, 2005)

Number of securities to
be issued upon exercise of
outstanding options,

warrants, and

rights

Weighted-average
exercise price

of
outstanding options,

warrants and
rights

Number of securities
remaining available for
future issuance under
equity compensation
plans (excluding

securities reflected in
column 1)

2004 Long Term Incentive Plan�Restricted
Stock Units and Options 1,235,297(1) $ 15.50 63,146
2005 Long Term Incentive Plan�Restricted
Stock and Restricted Stock Units * �  *
2004 Directors Equity Incentive Plan 30,000 $ 15.50 0
2005 Directors Equity Incentive Plan 15,000 $ 27.03 0

(1) Includes 1,054,101 options with an exercise price of $15.50 per share, and 181,196 shares of restricted stock units with an exercise price equal to par value.
 * The number of shares of our common stock issuable under the 2005 Long Term Incentive Plan is limited to the sum of (A) the numbers of shares having a

market value of $5.0 million, based on the average closing price of our common stock during the 11th through 20th days of trading once it becomes eligible
for quotation on the NASDAQ National Market, plus (B) an additional number of shares equal to 10% of the number of shares calculated based on the
foregoing clause (A) that may be reserved for issuance under the 2005 Long Term Incentive Plan at our Chief Executive Officer�s recommendation and the
approval of our Compensation Committee.
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The following table summarizes the status of our equity capitalization:

Shares Outstanding or Subject to Issuance(1)

Shares
Authorized(1)

August 23,
2004

December 31,
2004

June 30,
2005

July 31,
2005

August 30,
2005

Common Stock Issued Pursuant to the Plan of
Reorganization @ $0.01 par value 9,800,000 9,800,000 9,800,000 9,800,000 9,800,000 9,800,000
Held by Fleming pending distribution under the
Plan: 9,800,000 9,800,000 4,677,053 4,504,054 4,504,054
Distributed: �  �  5,122,947 5,295,946 5,295,946

9,800,000 9,800,000 9,800,000 9,800,000 9,800,000
Management & Director Incentive Plans:
Restricted Stock Grants under 2004 LTIP 15,375 15,375 15,375 15,375 8,542
Restricted Stock Units under 2004 LTIP 175,501 175,501 174,363 174,363 181,196

sub-total 200,000 190,876 190,876 189,738 189,738 189,738
Options Granted under 2004 LTIP 1,114,444 1,060,422 1,060,422 1,054,101 1,054,101 1,054,101
Options Granted under 2004 Director�s Equity
Incentive Plan 30,000 30,000 30,000 30,000 30,000 30,000
Options Granted under 2005 Director�s Equity
Incentive Plan 15,000 �  �  �  �  15,000

1,281,298 1,281,298 1,273,839 1,273,839 1,288,839

Tranche B Warrants 247,654 247,654 247,654 247,654 247,654 247,654
Class 6(b) Warrants 990,616 990,616 990,616 990,616 990,616 990,616

Subtotal Shares Issued or subject to issuance 12,397,714

Balance of total shares authorized 37,602,286

Totals 50,000,000 12,319,568 12,319,568 12,312,109 12,312,109 12,327,109

(1) Shares under restricted stock units, options and warrants will be issued upon vesting or exercise. However, shares subject to issuance does
not include options to be issued pursuant to the 2005 LTIP as the exact number of shares cannot be determined since they are based on
average closing price to be determined when the stock is publicly traded on the NASDAQ National Market.
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ITEM 10. RECENT SALES OF UNREGISTERED SECURITIES.

Common Stock and Warrants Issued Pursuant to the Plan of Reorganization

Pursuant to Fleming�s plan of reorganization, on August 23, 2004 we issued an aggregate of 9,800,000 shares of our common stock and warrants
to purchase an aggregate of 990,616 shares of our common stock to the Class 6(B) creditors of Fleming. We refer to the warrants we issued to
the Class 6(B) creditors as the Class 6(B) Warrants. We received no cash consideration for the issuance of common stock and the Class 6(B)
Warrants. The Class 6(B) Warrants have an exercise price of $20.925 per share and may be exercised at the election of the holder at any time
prior to August 23, 2011. The number of shares to be issued upon exercise of the Class 6(B) Warrants is subject to adjustment if we issue shares
of our common stock at a price below the then current fair value of our common stock, effect a reorganization or reclassification of our common
stock, consolidate or merge with another entity or transfer all or substantially all of our assets. The shares of common stock and the Class 6(B)
Warrants were issued pursuant to an exemption from registration under Section 1145(a) of the Bankruptcy Code.

Warrants Issued In Connection with Our Tranche B Loan

In connection with our emergence from bankruptcy, on August 23, 2004 we issued $35.5 million in aggregate principal amount of Senior
Secured Notes due August 23, 2009, which we refer to as the Tranche B Notes, to a group of private institutional investors. On the same date we
issued warrants to purchase an aggregate of 247,654 shares of our common stock to the holders of the Tranche B Notes. We refer to these
warrants as the Tranche B Warrants. The total consideration that we received for the Tranche B Notes and the Tranche B Warrants was $35.5
million in cash. The Tranche B Warrants have an exercise price of $15.50 per share, the fair value of our common stock as determined pursuant
to the Plan, and may be exercised at the election of the holder at any time prior to August 23, 2011. The number of shares to be issued upon
exercise of the Tranche B Warrants is subject to adjustment if we issue shares of our common stock at a price below the then current fair value
of our common stock, effect a reorganization or reclassification of our common stock, consolidate or merge with another entity or transfer all or
substantially all of our assets. The Tranche B Notes and the Tranche B Warrants were issued pursuant to an exemption from registration under
Section 4(2) of the Securities Act of 1933.

We have entered into a registration rights agreement with the holders of the Tranche B Warrants. The holders may require us to include the
shares of common stock issued upon exercise of the Tranche B Warrants in future registration statements that we file, subject to cutback at the
option of the underwriters for the offering. The registration rights terminate upon the earlier of (i) the shares issued upon exercise of the Tranche
B Warrants have been sold pursuant to an effective registration statement or (ii) the shares issued upon exercise of the Tranche B Warrants have
been sold pursuant to Rule 144.

Securities Issued Pursuant to Our 2004 and 2005 Long Term Incentive Plans

In August 2004, we approved the grant of options to purchase an aggregate of 1,060,422 shares of our common stock to certain of our officers
and employees under our 2004 Long Term Incentive Plan, of which 1,054,101 were outstanding at July 31, 2005. The options have an exercise
price of $15.50, the fair value of a share of our common stock as determined pursuant to the Plan, and have a three year vesting period. One third
of the option shares and restricted stock units vested on August 23, 2005 and the remaining option shares and restricted stock units vest in equal
monthly installments during the two year period commencing on August 23, 2005. Certain members of our management are entitled to
accelerated vesting of their option shares and restricted stock units in the event that they are terminated without cause or resign for good reason
prior to the expiration of the vesting period or are terminated without cause or resign for good reason within one year after a change of control of
the company.
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As of July 31, we had issued an aggregate of 15,375 shares of restricted common stock to certain of our officers and employees under our 2004
Long Term Incentive Plan. In August 2005, 6,833 shares of restricted
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common stock were exchanged for an equal number of restricted stock units, leaving 8,542 shares of restricted common stock outstanding.

The shares of restricted stock are subject to restrictions on transfer that lapse over a three year period. The transfer restrictions with respect to
one third of the shares of restricted common stock lapse on August 23, 2005, and the transfer restrictions with respect to the remaining shares of
restricted common stock lapsed in equal monthly installments over the two year period commencing on August 23, 2005. If we are acquired by a
non-public company, then all unvested shares will immediately vest. In addition, if we are acquired by a public company and the holder of the
restricted stock is terminated without cause within one year after we are acquired, then all unvested shares will immediately vest.

As of July 31, 2005, we had issued restricted stock units for an aggregate 174,363 shares of our common stock to certain of our officers and
employees under our 2004 Long Term Incentive Plan. In August 2005, 6,833 shares of restricted common stock were exchanged for an equal
number of restricted stock units, resulting in 181,196 restricted stock units outstanding. The restricted stock units vest over a three year period.
One third of the shares of common stock underlying the restricted stock units vested on August 23, 2005. The remaining shares of common
stock underlying the restricted stock units vest in equal monthly installments over the two year period commencing on August 23, 2005. If we
are acquired by a non-public company, then all unvested restricted stock units will immediately vest. In addition, if we are acquired by a public
company and the holder of the restricted stock unit is terminated without cause within one year after we are acquired, then all unvested shares
underlying the restricted stock units will immediately vest.

The options, restricted stock units and shares of restricted stock were issued pursuant to an exemption from registration under Section 4(2) of the
Securities Act of 1933, as amended, and Rule 701 promulgated thereunder.

In February 2005, the Compensation Committee and the Board of Directors approved the grant of restricted stock units having a value of
approximately $5.0 million with a vesting commencement date of February 1, 2005. It is anticipated that such grants will be made in the fourth
quarter of 2005.

Options Issued Pursuant to Our Directors Equity Incentive Plans

In August, 2004, we issued an option to purchase 7,500 shares to each of our non-employee directors for a total of 30,000 shares under our 2004
Directors Equity Incentive Plan. The options have an exercise price of $15.50, the fair value of a share of our common stock as determined
pursuant to the Plan. The options vest over three years. One third of the options vested on August 23, 2005, and the remaining options vest in
equal quarterly installments over the two year period commencing on August 23, 2005 for each consecutive quarter that the grantee remains a
director. Any unvested option shares will immediately vest upon a change of control of the Company. The options were issued pursuant to an
exemption from registration under Section 4(2) of the Securities Act of 1933, as amended, and Rule 701 promulgated thereunder.

In August, 2005, we issued an option to purchase 7,500 shares to each of our two new non-employee directors for a total of 15,000 shares under
our 2005 Directors Equity Incentive Plan. The options have an exercise price of $27.03, the fair value of a share of our common stock as
determined by the Board of Directors as provided in the plan on the basis of the average trading price of our common stock over the twenty
trading days ending two trading days prior to the date of grant. The options vest over three years and expire after seven years. One third of the
options vest on August 12, 2006, and the remaining options vest in equal quarterly installments over the two year period commencing on August
12, 2006 for each consecutive quarter that the grantee remains a director. Any unvested option shares will immediately vest upon a change of
control of the Company. The options were issued pursuant to an exemption from registration under Section 4(2) of the Securities Act of 1933, as
amended, and Rule 701 promulgated thereunder.
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ITEM 11. DESCRIPTION OF REGISTRANT�S SECURITIES TO BE REGISTERED.

General

Our authorized capital stock consists of 50,000,000 shares of common stock, par value $0.01 per share. As of July 31, 2005, there were
9,800,000 shares of common stock outstanding held by approximately 159 holders of record plus 15,375 shares of restricted common stock held
by our employees. The outstanding shares of our common stock are fully paid and non-assessable. In August 2005, 6,833 shares of restricted
common stock were exchanged for an equal number of restricted stock units, leaving 8,542 shares of restricted common stock outstanding. As of
August 30, 2005, there were 2,518,567 shares subject to issuance upon the exercise of options, warrants and restricted stock units.

Pursuant to this registration statement, we are registering our common stock and the Class 6(B) Warrants to purchase our common stock
described below.

Common Stock

Dividend Rights.    Holders of outstanding shares of our common stock are entitled to receive dividends out of assets legally available at the
times and in the amounts that our board of directors may determine from time to time. Our debt instruments restrict us from paying cash
dividends on our common stock.

Voting Rights.    Each holder of common stock is entitled to one vote for each share of common stock held on all matters submitted to a vote of
stockholders. We have not provided for cumulative voting for the election of directors in our certificate of incorporation. This means that the
holders of a majority of the shares voted can elect all of the directors then standing for election.

No Preemptive, Conversion or Redemption Rights.    Our common stock is not entitled to preemptive rights and is not subject to conversion or
redemption.

Right to Receive Liquidation Distributions.    Upon our liquidation, dissolution or winding-up, the holders of our common stock are entitled to
share in all assets remaining after payment of all liabilities. Each outstanding share of common stock is fully paid and nonassessable.

Common Stock Warrants

Class 6(B) Warrants:    As of July 31, 2005, we had outstanding warrants to purchase an aggregate of 990,616 shares of common stock which
were issued to Fleming�s Class 6(B) creditors pursuant to Fleming�s plan of reorganization. The Class 6(B) Warrants have an exercise price of
$20.925 and may be exercised at the election of the holder at any time prior to August 23, 2011. The number of shares of common stock to be
issued upon exercise of the warrants is subject to adjustment if we issue shares of our common stock at a price below the then current fair value
of our common stock, effect a reorganization or reclassification of our common stock, consolidate or merge with another entity or transfer all of
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substantially all of our assets. The Class 6(B) Warrants are being registered pursuant to this registration statement.

Tranche B Warrants:    In connection with the issuance of our Tranche B Notes, we issued warrants to the purchasers of the Tranche B Notes to
purchase an aggregate of 247,654 shares of our common stock. The Tranche B Warrants have an exercise price of $15.50 per share, the fair
value of our common stock as determined pursuant to the Plan and may be exercised at the election of the holder at any time prior to August 23,
2011. The Tranche B Warrants are not being registered pursuant to this registration statement.
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Anti-Takeover Effects of Delaware Law and Our Certificate of Incorporation and Bylaws

The provisions of Delaware law, our certificate of incorporation and our bylaws described below may have the effect of delaying, deferring or
discouraging another party from acquiring control of us.

Delaware Law

Effective upon the listing of our common stock on the NASDAQ National Market, we will be subject to the provisions of Section 203 of the
Delaware General Corporation Law regulating corporate takeovers. In general, those provisions prohibit a Delaware corporation from engaging
in any business combination with any interested stockholder for a period of three years following the date that the stockholder became an
interested stockholder, unless: the transaction is approved by the board of directors before the date the interested stockholder attained that status;
upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder, the interested stockholder owned at
least 85% of the voting stock of the corporation outstanding at the time the transaction commenced; or on or after the date the business
combination is approved by the board of directors and authorized at a meeting of stockholders by at least two-thirds of the outstanding voting
stock that is not owned by the interested stockholder.

Section 203 defines business combination to include the following: any merger or consolidation involving the corporation and the interested
stockholder; any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the interested stockholder;
subject to certain exceptions, any transaction that results in the issuance or transfer by the corporation of any stock of the corporation to the
interested stockholder; any transaction involving the corporation that has the effect of increasing the proportionate share of the stock of any class
or series of the corporation beneficially owned by the interested stockholder; or the receipt by the interested stockholder of the benefit of any
loans, advances, guarantees, pledges or other financial benefits provided by or through the corporation.

In general, Section 203 defines an interested stockholder as any entity or person beneficially owning 15% or more of the outstanding voting
stock of the corporation and any entity or person affiliated with or controlling or controlled by any of these entities or persons. A Delaware
corporation may opt out of this provision either with an express provision in its original certificate of incorporation or in an amendment to its
certificate of incorporation or bylaws approved by its stockholders. However, we have not opted out, and do not currently intend to opt out of
this provision. The statute could prohibit or delay mergers or other takeover or change in control attempts and, accordingly, may discourage
attempts to acquire us.

Certificate of Incorporation and Bylaws

Our certificate of incorporation and bylaws provide that: no action can be taken by stockholders except at an annual or special meeting of the
stockholders called in accordance with our bylaws, and stockholders may not act by written consent; our board of directors will be expressly
authorized to make, alter or repeal our bylaws; and we will indemnify officers and directors against losses that they may incur in investigations
and legal proceedings resulting from their services to us, which may include services in connection with takeover defense measures.

NASDAQ National Market Quotation
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We intend to apply for the quotation of our common stock on the NASDAQ National Market under the symbol CORE.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock and the common stock warrants is Wells Fargo Bank, N.A.
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ITEM 12. INDEMNIFICATION OF DIRECTORS AND OFFICERS.

Limitation of Liability and Indemnification Matters

We have adopted provisions in our certificate of incorporation that limit the liability of our directors for monetary damages for breach of their
fiduciary duty as directors, except for liability that cannot be eliminated under the Delaware General Corporation Law. Delaware law provides
that directors of a company will not be personally liable for monetary damages for breach of their fiduciary duty as directors, except for
liabilities: for any breach of their duty of loyalty to us or our stockholders; for acts or omissions not in good faith or which involve intentional
misconduct or a knowing violation of law; for unlawful payment of dividend or unlawful stock repurchase or redemption as provided under
Section 174 of the Delaware General Corporation Law; or for any transaction from which the director derived an improper personal benefit.

Our certificate of incorporation and bylaws also provide that we will indemnify our directors and officers to the fullest extent permitted by
Delaware law. Our bylaws also permit us to purchase insurance on behalf of any officer, director, employee or other agent for any liability
arising out of his actions as our officer, director, employee or agent. We have entered into separate indemnification agreements with our
directors and executive officers that could require us, among other things, to indemnify them against certain liabilities that may arise by reason
of their status or service as directors and to advance their expenses incurred as a result of any proceeding against them as to which they could be
indemnified. We believe that the limitation of liability provision in our certificate of incorporation and the indemnification agreements will
facilitate our ability to continue to attract and retain qualified individuals to serve as directors and officers.
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ITEM 13. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

FINANCIAL STATEMENTS

Our financial statements required by this item are submitted as a separate section of this Form 10 (See Item 15(a)(1) for a listing of financial
statements provided in the section titled �Financial Statements.�

SUPPLEMENTARY DATA

The table below sets forth the Successor Company�s unaudited consolidated results of operations for each of the last 3 quarters ended June 30,
2005 and for the period from August 23, 2004 through September 30, 2004 and Predecessor Company�s unaudited consolidated results of
operations for each of the last 6 quarters ended June 30, 2004 and for the period from July 1, 2004 through August 22, 2004 (in millions, except
per share amounts):

Three Months Ended

(unaudited)

(in millions, except per share data)

Successor Company Predecessor Company

September 30, 2004

June 30,
2005

March 31,
2005

December 31,
2004

August 23 to
September 30,

2004

July 1 to
August 22,

2004
June 30,
2004

March 31,
2004

Net sales $ 1,268.1 $ 1,079.8 $ 1,061.8 $ 487.5 $ 636.8 $ 1,067.7 $ 968.6
Net sales�Cigarettes 899.8 773.8 774.4 349.9 457.7 765.7 700.5
Net sales�Food/Non-food 368.3 306.0 287.4 137.6 179.1 302.0 268.1
Cigarette inventory holding profits 2.6 2.5 1.1 �  �  0.1 0.1
Gross profit 72.4 63.5 62.0 28.4 35.6 59.4 54.8
Warehousing and distribution expenses 34.2 31.2 29.5 13.1 19.6 29.3 29.8
Selling and administrative expenses 25.6 27.4 24.6 10.5 12.0 24.2 23.1
Income from operations 12.4 4.6 7.5 4.8 4.1 5.8 1.9
Interest expense, net 3.0 3.2 3.3 1.5 0.6 1.8 2.0

Reorganization items, net �  �  0.2 0.6 (71.7) 0.7 1.0
Net income (loss) 5.2 0.6 1.8 1.6 49.3 2.1 (0.7)
Basic net income (loss) per share $ 0.53 $ 0.06 $ 0.19 $ 0.16 $ 5.03 $ 0.21 $ (0.7)
Diluted net income (loss) per share $ 0.50 $ 0.06 $ 0.19 $ 0.16 $ 5.03 $ 0.21 $ (0.7)
Shares used in computing basic net income per share 9.8 9.8 9.8 9.8 9.8 9.8 9.8
Shares used in computing diluted net income per share 10.4 9.8 9.8 9.8 9.8 9.8 9.8
Depreciation and amortization 3.9 3.3 3.2 1.5 1.5 2.9 2.6
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Three Months Ended

(unaudited)

(in millions, except per share data)

Predecessor Company

December 31,
2003

September 30,
2003

June 30,
2003

March 31,
2003

Net sales $ 992.6 $ 1,097.9 $ 1,135.4 $ 1,098.4
Gross profit 57.6 67.4 73.2 71.2
(Loss) income from continuing operations (5.9) 11.3 (278.1) 7.5
Interest expense, net 3.7 (1.8) 1.4 2.1
Reorganization items, net 5.5 1.2 0.6 0.0
Net (loss) income (7.6) 10.8 (278.5) 7.3
Basic net (loss) income per share $ (0.78) $ 1.10 $ (28.42) $ 0.74
Diluted net (loss) income per share $ (0.78) $ 1.10 $ (28.42) $ 0.74
Shares used in computing basic net income (loss) per share 9.8 9.8 9.8 9.8
Shares used in computing diluted net income (loss) per share 9.8 9.8 9.8 9.8
Depreciation and amortization 1.9 3.9 1.9 2.2
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ITEM 14. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE.

In connection with the reorganization of Core-Mark International, Inc. and its subsidiaries under the Plan, we retained Burr, Pilger & Mayer LLP
as our independent accountants. In November 2004, we replaced Burr, Pilger & Mayer LLP as our independent accountants. The reports of Burr,
Pilger & Mayer LLP on our financial statements for years 2003 and 2002 and for the period from January 1, 2004 through August 22, 2004
contained no adverse opinion or disclaimer of opinion, and were not qualified or modified as to uncertainty, audit scope, or accounting
principles. There have been no disagreements with Burr, Pilger & Mayer LLP on any matter of accounting principles or practices, financial
statement disclosure or accounting scope or procedure, which disagreements if not resolved to the satisfaction of Burr, Pilger & Mayer LLP
would have caused them to make reference thereto in their report on the financial statements for such years. The decision to change accounting
firms was approved by the audit committee of our board of directors. In November 2004, we engaged PricewaterhouseCoopers LLP as our new
independent accountants. The replacement of Burr, Pilger & Mayer LLP by PricewaterhouseCoopers LLP was approved by our Board of
Directors. We have provided Burr, Pilger & Mayer with a copy of the disclosure contained in this section of the registration statement.

89

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 191



Table of Contents

ITEM 15. FINANCIAL STATEMENTS AND EXHIBITS

Page

(a)    Financial Statements filed as part of this registration statement

1.      Financial statements

A.     Audited Financial Statements

�         Reports of Independent Registered Public Accounting Firms F-2/3

�         Consolidated Balance Sheets

         Successor Company�at December 31, 2004 and August 23, 2004

         Predecessor Company�at December 31, 2003

F-4

�         Consolidated Statements of Operations

         Successor Company�for the period from August 23, 2004 through December 31, 2004

         Predecessor Company�for the period from January 1, 2004 through August 22, 2004 and Years Ended December 31, 2003 and
2002

F-5

�         Consolidated Statements of Stockholders� Equity and Comprehensive Income (Loss) F-6
         Successor Company�for the period from August 23, 2004 through December 31, 2004

         Predecessor Company�for the period from January 1, 2004 through August 22, 2004 and Years Ended December 31, 2003, and
2002

�         Consolidated Statements of Cash Flows

         Successor Company�for the period from August 23, 2004 through December 31, 2004

         Predecessor Company�for the period from January 1, 2004 through August 22, 2004 and Years Ended December 31, 2003, and
2002

F-7

�         Notes to Consolidated Financial Statements F-8

B.     Unaudited Interim Financial Statements

�         Consolidated Interim Balance Sheets

         Successor Company�at June 30, 2005 (unaudited) and December 31, 2004

F-46

�         Consolidated Interim Statements of Operations

         Successor Company�Six Months Ended June 30, 2005 (unaudited)

         Predecessor Company�Six Months Ended June 30, 2004 (unaudited)

F-47

�         Consolidated Interim Statements of Cash Flows

         Successor Company�Six Months Ended June 30, 2005 (unaudited)

         Predecessor Company�Six Months Ended June 30, 2004 (unaudited)

F-48

�         Notes to Consolidated Interim Financial Statements (unaudited) F-49

2.      Financial Statement Schedules

         All financial statement schedules are omitted because all required information is included in the Consolidated Financial
Statements or the notes thereto.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders

of Core-Mark Holding Company, Inc.

We have audited the accompanying consolidated balance sheets of Core-Mark Holding Co., Inc. and Subsidiaries as of August 23, 2004 and
December 31, 2003 and the related consolidated statements of operations, stockholders� equity and comprehensive income (loss), and cash flows
for period from January 1, 2004 through August 22, 2004 and the years ended December 31, 2003 and 2002. These consolidated financial
statements are the responsibility of the Company�s management. Our responsibility is to express an opinion on these consolidated financial
statements and financial statement schedule based on our audits.

We conducted our audits 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 audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Core-Mark
Holding Co., Inc. and Subsidiaries as of August 23, 2004, and December 31, 2003, and the results of their operations and their cash flows for the
period from January 1, 2004 through August 22, 2004 and the years ended December 31, 2003 and 2002, in conformity with accounting
principles generally accepted in the United States of America.

As discussed in Note 1 to the consolidated financial statements, the United States Bankruptcy Court for District of Delaware confirmed the Third
Amended and Revised Joint Plan of Reorganization of the Fleming Companies, Inc and its Subsidiaries (the �plan�) on July 27, 2004.
Confirmation of the plan and the Company�s emergence from bankruptcy resulted in the discharge of claims against the Company that arose
before April 1, 2003 as provided for in the plan. The plan was substantially consummated and the Company emerged from bankruptcy on
August 23, 2004. In connection with its emergence from bankruptcy, the Company adopted fresh start accounting as of August 23, 2004.

/s/ Burr, Pilger & Mayer LLP

San Francisco, California

September 1, 2005

F-2
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To Board of Directors and Stockholders of

Core-Mark Holding Company, Inc:

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of operations, stockholders� equity and
other comprehensive income and cash flows present fairly, in all material respects, the financial position of Core-Mark Holding Company, Inc.
and its subsidiaries (Successor Company) at December 31, 2004, and the results of their operations and their cash flows for the period from
August 23, 2004 to December 31, 2004 in conformity with accounting principles generally accepted in the United States of America. These
financial statements are the responsibility of the Successor Company�s management. Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audit of these statements 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, assessing the accounting principles used and significant estimates made by management, and evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 1 to the consolidated financial statements, the United States Bankruptcy Court for the District of Delaware confirmed the
Third Amended and Revised Joint Plan of Reorganization of Fleming Companies, Inc. and its Subsidiaries (the �plan�) on July 27, 2004.
Confirmation of the plan resulted in the discharge of all claims against the Company that arose before April 1, 2003 and substantially alters
rights and interests of equity security holders as provided for in the plan. The plan was substantially consummated on August 23, 2004 and the
Company emerged from bankruptcy. In connection with its emergence from bankruptcy, the Company adopted fresh start accounting as of
August 23, 2004.

/s/ PricewaterhouseCoopers LLP

San Francisco, California

September 1, 2005
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CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(In millions, except share data)

Successor Company
Predecessor
Company

December 31,
2004

August 23,
2004

December 31,
2003

Assets
Current assets
Cash and cash equivalents $ 26.2 $ 34.5 $ 31.1
Restricted cash 12.1 26.6 19.8
Accounts receivable, net of allowance for doubtful accounts of $7.7, $7.0
and $5.6, respectively 131.7 137.1 132.0
Other receivables, net 34.8 53.9 62.5
Inventories, net 186.3 141.9 189.8
Deposits and prepayments 38.7 52.4 29.3

Total current assets 429.8 446.4 464.5

Property and equipment, net 41.3 38.0 38.7
Deferred income taxes 0.7 �  9.2
Other non-current assets, net 31.8 32.8 1.4

Total assets $ 503.6 $ 517.2 $ 513.8

Liabilities and Stockholders� Equity
Current liabilities
Accounts payable $ 61.2 $ 35.5 $ 23.3
Cigarette and tobacco taxes payable 49.0 51.8 52.7
Accrued liabilities 60.5 61.2 59.2
Income taxes payable 14.4 9.3 8.7
Deferred income taxes 14.4 21.6 18.9

Total current liabilities 199.5 179.4 162.8

Long-term debt 77.5 118.7 �  
Other tax liabilities 1.8 �  �  
Deferred income taxes �  0.3 �  
Claims liabilities, net of current portion 46.3 46.6 3.0
Pension liabilities 11.4 10.9 4.5

Total liabilities not subject to compromise 336.5 355.9 170.3
Liabilities subject to compromise �  �  124.8

Total liabilities 336.5 355.9 295.1
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Commitments and contingencies (Note 12)

Stockholders� equity:
Predecessor Company common stock; $0.0001 par value (100 shares
authorized, issued and outstanding at December 31, 2003) �  �  �  
Successor Company common stock; $0.01 par value (50,000,000 shares
authorized, 9,815,375 and 9,815,375 shares issued and outstanding at
December 31 and August 23, 2004, respectively) 0.1 0.1 �  
Additional paid-in capital 168.9 168.9 462.0
Deferred stock-based compensation (6.8) (7.7)            �  
Retained earnings (accumulated deficit) 3.4 �  (245.0)
Accumulated other comprehensive income 1.5 �  1.7

Total stockholders� equity 167.1 161.3 218.7

Total liabilities and stockholders� equity $ 503.6 $ 517.2 $ 513.8

The accompanying notes are an integral part of these consolidated financial statements.
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CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except per share data)

Successor
Company Predecessor Company

Period from August 23
through December

31,

2004

Period from January 1
through
August
22,

2004

Year ended December 31,

      2003            2002      

Net sales (a) $ 1,549.3 $ 2,673.1 $ 4,324.3 $ 4,662.1
Cost of goods sold (a) (b) 1,458.9 2,523.3 4,054.9 4,353.8

Gross profit 90.4 149.8 269.4 308.3

Warehousing and distribution expenses 42.6 78.7 130.2 131.8
Selling, general and administrative expenses 35.1 59.3 98.3 93.2
Amortization of intangible assets 0.4 �  1.7 3.5
Goodwill and asset impairment charges �  �  291.4 �  

Total operating expenses 78.1 138.0 521.6 228.5

Income (loss) from operations 12.3 11.8 (252.2) 79.8
Interest expense, net 4.8 4.4 5.4 8.2
Reorganization items, net 0.8 (70.0) 7.3 �  
Amortization of debt issuance costs 0.4 �  �  0.7

Income (loss) from continuing operations before
income taxes 6.3 77.4 (264.9) 70.9
Provision for income taxes from continuing
operations 2.9 26.7 0.3 31.4

Income (loss) from continuing operations 3.4 50.7 (265.2) 39.5
Income (loss) from discontinued operations
before income taxes �  �  (4.6) 0.5

Provision (benefit) for income taxes from
discontinued operations �  �  (1.8) 0.2

Income (loss) from discontinued operations, net
of tax �  �  (2.8) 0.3

Net income (loss) $ 3.4 $ 50.7 $ (268.0) $ 39.8
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Basic income (loss) per common share:
Continuing operations $ 0.35 $ 5.17 $ (27.06) $ 4.03
Discontinued operations �  �  (0.29) 0.03

Net income (loss) $ 0.35 $ 5.17 $ (27.35) $ 4.06

Diluted income (loss) per common share:
Continuing operations $ 0.35 $ 5.17 $ (27.06) $ 4.03
Discontinued operations �  �  (0.29) 0.03

Net income (loss) $ 0.35 $ 5.17 $ (27.35) $ 4.06

Basic weighted average shares 9.8 9.8 9.8 9.8
Diluted weighted average shares 9.8 9.8 9.8 9.8

(a) State and provincial cigarette and tobacco excise taxes paid by the Company are included in both sales and cost of goods sold and totaled $355.0, $616.5,
$897.0, and $780.7 for the periods August 23 through December 31, 2004, January 1 through August 22, 2004, and the years ended December 31, 2003, and
2002, respectively.

(b) Cost of goods sold excludes depreciation and amortization expense attributable to distribution assets of $1.5, $3.6, $5.9, and $5.8, that have been included in
warehousing and distribution expenses for the periods August 23 through December 31, 2004, January 1 through August 22, 2004, and the years ended
December 31, 2003, and 2002, respectively.

The accompanying notes are an integral part of these consolidated financial statements.
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CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS� EQUITY

AND COMPREHENSIVE INCOME (LOSS)

(In millions)

Common Stock

Additional
Paid-In
Capital

Deferred
Stock-Based
Compensation

Retained
Earnings

(Accumulated
Deficit)

Accumulated
Other

Comprehensive
Income
(Loss)

Total
Stockholders�

Equity

Total
Comprehensive

Income
(Loss)Shares Amount

Predecessor Company
Balance, December 31, 2001 5.5 $ 0.1 $ 84.9 $ �  $ 39.2 $ (9.2) $ 115.0 $ �  
Tax benefit from stock options
exercised �  �  4.2 �  �  �  4.2 �  
Foreign currency translation adjustment �  �  �  �  �  0.8 0.8 �  
Effect of acquisition of CMI by
Fleming (5.5) (0.1) 402.1 �  (56.0) 8.4 354.4 �  

Balance including impact of CMI
acquisition �  �  491.2 �  (16.8) �  474.4
Net income �  �  �  �  39.8 �  39.8 39.8
Acquisition of Head Distributing
Company �  �  60.8 �  �  �  60.8 �  
Net distributions to Fleming
Companies, Inc. �  �  (61.5) �  �  �  (61.5) �  
Minimum pension liability adjustment,
net of taxes of $0.6 �  �  �  �  �  (1.0) (1.0) (1.0)
Foreign currency translation adjustment �  �  �  �  �  (0.2) (0.2) (0.2)

Total comprehensive income $ 38.6

Balance, December 31, 2002 �  �  490.5 �  23.0 (1.2) 512.3
Net loss �  �  �  �  (268.0) �  (268.0) (268.0)
Net distributions to Fleming
Companies, Inc. �  �  (28.5) �  �  �  (28.5) �  
Minimum pension liability adjustment,
net of taxes of $0.1 �  �  �  �  �  (0.1) (0.1) (0.1)
Foreign currency translation adjustment �  �  �  �  �  3.0 3.0 3.0

Total comprehensive loss $ (265.1)

Balance, December 31, 2003 �  �  462.0 �  (245.0) 1.7 218.7
Net income �  �  �  �  50.7 �  50.7 50.7
Net distributions to Fleming
Companies, Inc. �  �  55.0 �  �  �  55.0 �  
Minimum pension liability adjustment,
net of taxes of $0.7 �  �  �  �  �  (1.1) (1.1) (1.1)
Foreign currency translation adjustment �  �  �  �  �  (0.5) (0.5) (0.5)

Total comprehensive income �  $ 49.1
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Balance prior to application of
fresh-start accounting �  $ �  $ 517.0 $ �  $ (194.3) $ 0.1 $ 322.8

Reorganization and fresh-start
accounting adjustments (See Note
3�Fresh-Start Accounting) 9.8 0.1 (348.1) (7.7) 194.3 (0.1) (161.5)

Balance, August 23, 2004 9.8 $ 0.1 $ 168.9 $ (7.7) $ �  $ �  $ 161.3

Successor Company
Balance, August 23, 2004 9.8 $ 0.1 $ 168.9 $ (7.7) $ �  $ �  $ 161.3 $ �  
Net income �  �  �  3.4 �  3.4 3.4
Amortization of deferred stock-based
compensation �  �  �  0.9 �  �  0.9 �  
Minimum pension liability adjustment,
net of taxes of $0.6 �  �  �  �  �  (0.9) (0.9) (0.9)
Foreign currency translation adjustment �  �  �  �  �  2.4 2.4 2.4

Total comprehensive income $ 4.9

Balance, December 31, 2004 9.8 $ 0.1 $ 168.9 $ (6.8) $ 3.4 $ 1.5 $ 167.1

The accompanying notes are an integral part of these consolidated financial statements.
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CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)

Successor
Company Predecessor Company

Period from August 23
through

December 31,
2004

Period from January 1
through
August
22,
2004

Year ended December 31,

    2003        2002    

Cash flows from operating activities:
Net income (loss) $ 3.4 $ 50.7 $ (268.0) $ 39.8
Adjustments to reconcile net income (loss) to net cash
provided by (used in) operating activities:
LIFO and inventory reserves 1.9 2.7 (2.1) (16.7)
Fresh-start accounting adjustments, net �  (81.3) �  �  
Amortization of stock-based compensation expense 0.9 �  �  �  
Allowance for doubtful accounts 1.4 5.7 3.4 1.9
Depreciation and amortization 4.7 7.0 9.9 12.2
Impairment of goodwill and other long-lived assets �  �  291.4 �  
Deferred income taxes (7.2) 21.7 (16.4) 1.0
Tax benefit on employee stock options �  �  �  4.2
Changes in operating assets and liabilities, net of
acquisitions:
Restricted cash 14.5 (6.7) (19.8) �  
Accounts receivable 3.3 (6.4) 39.1 (4.4)
Other receivables 17.8 9.7 (29.5) (11.6)
Inventories (48.3)                    47.8 21.6 31.6
Deposits, prepayments and other non-current assets 12.8 (22.8) (18.2) (0.2)
Accounts payable 18.8 11.2 (81.0) 25.6
Cigarette and tobacco taxes payable 0.2 (1.1) (18.3) 10.2
Liabilities subject to compromise �  (55.6) 121.6 �  
Pension, claims and other accrued liabilities and income
taxes payable 7.7 (7.4) 19.7 (3.6)

Net cash provided by (used in) operating activities 31.9 (24.8) 53.4 90.0

Cash flows from investing activities:
Additions to property and equipment (5.7) (6.4) (8.4) (5.5)

Net cash used in investing activities (5.7) (6.4) (8.4) (5.5)

Cash flows from financing activities:
Proceeds from emergence financing �  120.5 �  �  
Net cash distributed to Trusts upon emergence �  (139.6) �  �  
Net capital distributions from (to) Fleming �  55.0 (28.5) (61.5)
Borrowing under revolving line of credit 1,220.1 �  �  �  
Repayments under revolving line of credit (1,261.5) �  �  �  
Principal payments on long-term debt �  �  �  (33.5)
Changes in debt issuance costs �  (3.8) �  �  

5.0 3.0 (16.4) 11.6
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Increase (decrease) in cash provided by checks drawn in
excess of bank balances

Net cash (used in) provided by financing activities (36.4) 35.1 (44.9) (83.4)

Effects of changes in foreign exchange rates 1.9 (0.5) 5.1 0.4

(Decrease) increase in cash and cash equivalents (8.3) 3.4 5.2 1.5

Cash and cash equivalents, beginning period 34.5 31.1 25.9 24.4

Cash and cash equivalents, end of period $ 26.2 $ 34.5 $ 31.1 $ 25.9

Supplemental disclosures:
Cash paid during the period for:
Income Taxes $ 4.0 $ �  $ �  $ 17.0
Interest $ 1.7 $ �  $ 2.3 $ 7.8
Payments made in conjunction with Chapter 11
reorganization:
Professional fees $ 0.5 $ 1.6 $ 2.0 $ �  
Pre-petition claim payments $ �  $ 54.9 $ �  $ �  
Non-cash transactions $ �  $ 1.6 $ �  $ �  

The accompanying notes are an integral part of these consolidated financial statements.
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CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary Company Information and Emergence from Bankruptcy

Nature of Operations

Core-Mark Holding Company, Inc. (Core-Mark Holding), was incorporated on August 20, 2004 as a holding company for Core-Mark Holdings
I, Inc., Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc. Core-Mark International, Inc. (CMI) and CMI�s wholly-owned subsidiaries
(collectively, Core-Mark or the Company) pursuant to a plan of reorganization following a bankruptcy petition by the Company�s former parent,
Fleming Companies, Inc. (Fleming), as described below. Core-Mark is a broad-line, full service wholesale distributor of packaged consumer
products to the convenience retail industry in the United States and Canada, with revenues generated from the sale of cigarettes, tobacco
products, candy, food, health and beauty aids and other general merchandise. The Company�s principal customers include traditional convenience
stores, grocery stores, drug stores, mass merchandisers and liquor stores. Core-Mark�s origin dates back to 1888, when Glaser Bros., a family
owned and operated candy and tobacco distribution business, was founded in San Francisco.

In June 2002, Fleming acquired CMI. At the time of acquisition, CMI distributed products to convenience stores and other retailers in the
Western United States and Canada from a network of 20 distribution centers. In addition to Fleming�s other operations, Fleming owned and
operated seven convenience store distribution centers in the Eastern and Midwestern United States. After the acquisition of CMI by Fleming,
CMI�s management continued to operate CMI�s convenience distribution business and began integrating Fleming�s convenience distribution
centers into its operations. Minter-Weisman Company (Minter-Weisman) and Head Distributing Company (Head Distributing), two subsidiaries
of Fleming, became subsidiaries of CMI in December 2002 as part of such integration (See Note 2�Summary of Significant Accounting Policies to
the consolidated financial statements).

Chapter 11 Filing by Fleming Companies, Inc.

Fleming Bankruptcy. On April 1, 2003 (the Petition Date), Fleming filed for bankruptcy protection under Chapter 11 of the United States
Bankruptcy Code in the state of Delaware. During the bankruptcy proceedings, Fleming and its subsidiaries, including CMI and its subsidiaries
(collectively, the Debtors) continued to operate the business as debtors-in-possession under the jurisdiction of the bankruptcy court and in
accordance with the applicable provisions of the Bankruptcy Code.

Emergence of Core-Mark Holding Company, Inc.

Core-Mark Emerges from the Reorganization as a Separate Entity. On July 27, 2004 (the Confirmation Date), the bankruptcy court confirmed
Fleming�s Plan of Reorganization, as amended and revised (the Plan). The Plan provided for the reorganization of the Debtors with CMI
surviving as an operating entity. Pursuant to the Plan, certain creditors formed Core-Mark Holding, Core-Mark Holdings I, Inc., Core-Mark
Holdings II, Inc. and Core-Mark Holding III, Inc. Core-Mark Holdings I, Inc., and Core-Mark Holdings II, Inc. each own 50% of Core-Mark
Holdings III, Inc. On August 23, 2004 (the Effective Date), the Plan was declared effective by the bankruptcy court and Core-Mark emerged
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from bankruptcy. Upon emergence, Fleming transferred its interest in CMI to Core-Mark Holdings III, Inc., making CMI a wholly-owned
subsidiary of Core-Mark Holdings III, Inc., and transferred all of the remaining assets of one of its wholly-owned convenience store distribution
centers to a subsidiary of CMI. Upon emergence from the Fleming bankruptcy, Core-Mark reflected the terms of the Plan in its consolidated
financial statements applying the terms of the American Institute of Certified Public Accountants (AICPA) Statement of Position 90-7,
Financial Reporting by Entities in Reorganization under the Bankruptcy Code (SOP 90-7) with respect to financial reporting upon emergence
from bankruptcy (See Note 3�Fresh-Start Accounting to the consolidated financial statements).
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CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

Disposition of the Creditors and Equity Holders of the Fleming Companies, Pursuant to the Plan of Reorganization. Three categories of
claimants with the following claim disposition terms were established pursuant to the Plan. The Fleming equity holders received no distribution
and their interests were canceled. Administrative and priority tax claimants and debtor-in-possession lenders were to be paid in full. Other
claimants are served by two special-purpose trusts: the Reclamation Creditors Trust (RCT) and the Post Confirmation Trust (PCT), which
together we refer to as the Trusts, as described below. The assets and liabilities of the Debtors remaining after the formation of Core-Mark were
transferred into the Trusts. At their inception, the total assets of the Trusts were designed and estimated to be in excess of the total liabilities
owed to their claimants. The RCT serves the trade lien vendor (TLV) and non-trade lien vendor (non-TLV) claimants and is responsible for
pursuing and liquidating the assigned RCT assets in order to satisfy claims from holders who have asserted that their claims have been granted
priority and/or are secured by a lien (See terms of claim disposition at Reclamation�s Creditor Trust, below). The PCT serves the Class 6(A) and
Class 6(B) claimants and is responsible for liquidating the assigned PCT assets, issuing the Company�s common stock and common stock
warrants, and reconciling and settling claims against Fleming and Core-Mark (See terms of claim disposition at Post Confirmation Trust, below).

Pursuant to the Plan, the Debtors, including principally Core-Mark, contributed approximately $122 million in cash to the PCT. The Company
entered into a revolving credit agreement and Tranche B Note Agreement to fund its cash payment to the PCT (See Note 8�Long-term Debt to the
consolidated financial statements).

Under Chapter 11 of the United States Bankruptcy Code, actions by creditors to collect indebtedness owed prior to the Petition Date were stayed
and certain other pre-petition contractual obligations were not enforced against the Debtors. The Company received approval from the
bankruptcy court to pay specific pre-petition liabilities, including taxes, employee salaries and wages, benefits and other employee obligations.
The restructuring of the Company�s capital structure and resulting discharge of pre-petition debt resulted in a net gain of $66.1 million (See Note
9�Liabilities Subject to Compromise to the consolidated financial statements).

Fleming transferred the remaining workers compensation, general liability, auto liability and pension liabilities of its wholesale grocery division
totaling approximately $33 million, and selected assets and liabilities of its discontinued convenience distribution centers located in Altoona,
Pennsylvania; Marshfield, Wisconsin; and Chicago, Illinois to Core-Mark.

Core-Mark Capitalization.

Common Stock

Core-Mark Holding was incorporated on August 20, 2004. The authorized capital stock of Core-Mark Holding consists of 50 million shares of
common stock, with a par value of $0.01 per share. Core-Mark Holding transferred 9,800,000 shares of common stock to Fleming in exchange
for the stock of Core-Mark International and its subsidiaries. Under the Plan of Reorganization, Fleming will distribute this common stock to its
creditors as instructed by the PCT in settlement of pre-petition claims. The Company determined that $3.2 million in estimated fair value of the
common stock to be disbursed by the PCT should be recorded as a reduction to the gain on discharge of liabilities subject to compromise upon
emergence.
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Warrants

On August 23, 2004, pursuant to the Plan, Core-Mark issued warrants to purchase an aggregate of 990,616 shares of common stock. The
warrants were transferred by Core-Mark to the PCT and the warrants were distributed by the PCT to creditors (Class 6(B) claimants) in partial
settlement of their pre-petition liabilities. The warrants have an exercise price of $20.925 per share, with a seven-year term and were issued to
the PCT for the
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CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

benefit of former holders of Fleming senior subordinated notes. The warrants were valued at $4.6 million and were recorded as additional
paid-in capital upon emergence. The estimated fair value of the warrants was calculated using the Black-Scholes option pricing model with the
following assumptions: a term of seven years, a risk free interest rate of 3.85%, expected volatility of 30%, and an expected dividend yield of
zero.

On August 23, 2004, Core-Mark issued additional warrants, pursuant to the Plan, to purchase an aggregate of 247,654 shares of common stock
to holders of the Tranche B Notes. The warrants have an exercise price of $15.50 per share, the fair value of our common stock as determined
pursuant to the Plan, and a seven-year term (See Note 8 � Long-term Debt to the consolidated financial statements). The warrants were valued at
$1.4 million, based on the fair value of our common stock of $15.50, pursuant to the Plan. They were recorded as a discount on debt and are
being amortized into interest expense over the term of the Tranche B notes using the effective interest rate method. The estimated fair value of
the warrants was calculated using the Black-Scholes option pricing model with the following assumptions: a term of seven years, a risk free
interest rate of 3.85%, expected volatility of 30%, and an expected dividend yield of zero.

Stock-Based Compensation Plans

Pursuant to the Plan, on the Effective Date the Company established a stock-based compensation plan with two components consisting of
1,114,444 options to purchase common stock and 200,000 restricted shares of common stock reserved for grants to management. The stock
options have exercise price of $15.50 per share based on the fair value of our common stock pursuant to the Plan. The options and restricted
shares vest over three years and have a seven year term (See Note 15�Stock Based-Compensation Plans to the consolidated financial statements).
Non-employee members of our board of directors also received options to purchase an aggregate of 30,000 shares of our common stock under
our 2004 Directors Equity Incentive Plan.

Special Purpose Trusts and Guarantees by Core-Mark

Post Confirmation Trust

Pursuant to the Plan, the PCT was established and charged with administering certain post-confirmation responsibilities under the Plan,
including, but not limited to, liquidating certain assets, the pursuit and collection of litigation claims and causes of action and the reconciliation
and payment of specific types of claims, each as allocated between the PCT and the RCT pursuant to the Plan. The liabilities of the PCT include
tax and other statutory related claims, professional fees, reserves, general unsecured claims and certain administrative claims that were not
satisfied on the Effective Date of the Plan. The assets of the PCT include cash, trade account receivables, certain royalty payments receivable
related to the sale of Fleming�s wholesale operations, litigation claims receivable, certain RCT assets assigned to the PCT and Fleming�s
remaining assets which were transferred to the PCT upon Core-Mark�s emergence from bankruptcy, as described in the Plan.
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At the inception of the PCT its total assets were estimated to be approximately $180 million and total liabilities were estimated to be
approximately $145 million, including approximately $52 million in certain non-professional fee administrative claims. These estimates are
based on financial projections prepared by an independent restructuring firm hired by Fleming, and on an evaluation of the accounts and records
of Fleming, and are included in Fleming�s disclosure statement and the Plan as filed with the bankruptcy court. Under the terms of the Plan,
Core-Mark guarantees all PCT liabilities with respect to administrative claims in excess of $56 million. Core-Mark�s guarantee in connection
with the PCT is related solely to the administrative claims portion of the trust. The beneficiaries of the PCT, after the satisfaction of all liabilities
to be satisfied by the PCT and all PCT expenses, are certain unsecured creditors, the RCT and Core-Mark as set forth in the Plan (See
Note 12�Commitments and Contingencies to the consolidated financial statements).
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CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

Reclamation Creditors� Trust

Pursuant to the Plan, the RCT was established to administer certain post-confirmation responsibilities under the Plan, including, but not limited
to, the pursuit and collection of RCT assets and the payment of reclamation claims. To facilitate the claims reconciliation process, the PCT
provides professional staff and employees of the PCT, computer systems, data bases and other relevant information to the RCT. The RCT
reimburses the PCT for direct costs and an allocation of indirect costs for such staff, employees, data bases and other information subject to
certain limitations as set forth in the Plan. The assets of the RCT included approximately $6 million in cash at inception and certain of the assets
of the Debtors including vendor deductions, disputed payments, preference claims, causes of action and other rights of the Debtors against the
reclamation creditors, as described in the Plan.

At its inception, the total assets of the RCT were estimated to be approximately $140 million and total liabilities were estimated to be
approximately $120 million. These estimates are based on financial projections prepared by Fleming�s independent restructuring firm, based on
an evaluation of the accounts and records of Fleming, and are included in Fleming�s disclosure statement and the Plan as filed with the
bankruptcy court. The TLV creditors are the primary beneficiaries of the RCT and their claims are entitled to be settled in full before any
payments are made to the non-TLV creditors. In the event that the assets of the trust are inadequate to satisfy all of the allowed TLV claims,
Core-Mark must pay such claims in full plus any accrued interest pursuant to certain guarantees under the Plan. In addition, Core-Mark
guarantees all eligible but unpaid non-TLV claims up to a maximum of $15 million. For each dollar of excess assets transferred from the PCT to
the RCT in excess of $10 million, the Core-Mark non-TLV guarantee is reduced by 50% of that amount transferred. (See Note 12�Commitments
and Contingencies to the consolidated financial statements).

2. Summary of Significant Accounting Policies

Basis of Presentation

The consolidated financial statements of Core-Mark reflect the results of operations, financial position, and cash flows of CMI, including two
former Fleming subsidiaries, Minter-Weisman and Head Distributing, and Fleming�s convenience distribution center located in Leitchfield,
Kentucky (collectively, the Eastern Distribution Centers.)

Principles of Consolidation

The consolidated financial statements include Core-Mark and all entities in which Core-Mark has a majority voting interest. All significant
inter-company balances and transactions are eliminated.
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The Company also evaluates its relationships with variable interest entities in which it may not have a majority or voting interest but with which
it may be required to consolidate because it is deemed to be the primary beneficiary of that entity. As of December 31, 2004, the Company�s
exposure to expected losses or residual returns from such variable interest entities was not significant.

Push Down Accounting

The Securities and Exchange Commission (SEC) Staff Accounting Bulletin (SAB) Topic 5.J Push Down Basis of Accounting Required in
Certain Limited Circumstances (Topic 5.J) generally requires that push down accounting be applied whenever separate financial information is
presented for a wholly-owned subsidiary. Push down accounting requires that the financial statements of a subsidiary reflect the parent
company�s basis of the assets and liabilities in the subsidiary. As such, the consolidated financial statements of the Predecessor Company reflect
Fleming�s basis in the assets and liabilities of CMI, at June 17, 2002 when CMI was acquired, and Fleming�s basis in the assets and liabilities of
the Eastern Distribution Centers when they were acquired. The Predecessor Company�s stockholders� equity reflects Fleming�s investment in CMI
and the Eastern Distribution
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Centers while giving effect to the net income (loss) of CMI and the net inter-company capital distributions to Fleming.

Use of Estimates

These financial statements have been prepared on the accrual basis of accounting in accordance with accounting principles generally accepted in
the United States of America. This requires management to make certain estimates and assumptions that affect the reported amounts of assets
and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. The Company�s management considers the allowance for doubtful accounts, the allowance related to
other receivables, inventory reserves, fresh-start valuations, recoverability of goodwill and other long-lived assets, carve-out expense allocations,
trust guarantees, the realizability of deferred income taxes, pension benefits and self-insurance reserves, and the fair value of the Company�s
common stock and stock volatility to be those estimates which involve a higher degree of judgment and complexity. Actual results could differ
from those estimates.

Foreign Currency Translation

The assets and liabilities of the Company�s Canadian operations, whose functional currency is the Canadian dollar, are translated at exchange
rates in effect at period-end. Income and expenses are translated at average rates for the period. Adjustments resulting from such translation are
presented as foreign currency translation adjustments and are included in accumulated other comprehensive income (loss), a separate component
of stockholders� equity.

Cash, Cash Equivalents and Restricted Cash

Cash and cash equivalents include cash, money market funds and all highly liquid investments with original maturities of three months or less.
Restricted cash represents funds collected and set aside in trust as required by Canadian provincial taxing authorities. As of December 31, 2004,
August, 23, 2004 and December 31, 2003, the Company included in cash book overdrafts of $20.7 million, $15.7 million and $12.7 million,
respectively, reflecting issued checks that have not cleared through its banking system in the ordinary course of business, in accounts payable.
The Company�s policy has been to fund these outstanding checks as they clear with cash held on deposit with other financial institutions or with
borrowings under its line of credit.

Financial Instruments
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The carrying amount for the Company�s cash, cash equivalents, restricted cash, trade accounts receivable, other receivables, trade accounts
payable, cigarette and tobacco taxes payable and other accrued liabilities approximates fair value because of the short maturity of these financial
instruments. The carrying amount of the Company�s long-term debt approximates fair value based on the Company�s best estimate of interest
rates that would be available to the Company for similar debt obligations. The carrying amount of the Company�s variable rate debt approximates
fair value due to the variable nature of interest rates.

Risks and Concentrations

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist principally of temporary cash investments,
accounts receivable and other receivables. The Company places its cash and cash equivalents in investment-grade, short-term instruments with
high quality financial institutions and, by policy, limits the amount of credit exposure in any one financial instrument. The Company pursues
amounts and allowances due from its vendors, and in the normal course of business, is often allowed to deduct these amounts and allowances
from payments made by the Company to such vendors.
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A credit review is completed for new customers and ongoing credit evaluations of customer�s financial condition are performed and prepayment
or other guarantees are required whenever deemed necessary. Credit limits given to customers are based on a risk assessment of their ability to
pay and other factors. The Company has no individual customers that account for more than 10% of its total sales. The Company has no
individual customers that account for more than 10% of its total accounts receivable. However, some of our distribution centers are dependent
on relationships with a single customer or a few large customers.

The Company has two significant suppliers: Philip Morris USA, Inc. and R.J. Reynolds Tobacco Company. For the periods from August 23,
2004 through December 31, 2004, January 1, 2004 through August 22, 2004 and for the year ended December 31, 2003, cigarette product
purchases were approximately 25% from Philip Morris USA, Inc. and approximately 16% from R.J. Reynolds Tobacco Company.

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable consists of trade receivables from customers. The Company evaluates the collectibility of accounts receivable and
determines the appropriate allowance for doubtful accounts based on historical experience and a review of specific customer accounts. The
Company reviews its allowance for doubtful accounts monthly. Account balances are charged off against the allowance when the Company
believes it is probable that accounts receivable will not be recovered.

The changes in the allowance for doubtful accounts due from customers consist of the following during the following periods (in millions):

Successor Company Predecessor Company

Period from
August 23
through

December 31, 2004

Period from
January 1 through

August 22, 2004

Year ended
December 31,

2003 2002

Balance, beginning of period (1) $ 7.0 $ 5.6 $ 4.8 4.3
Net additions charged to operations 2.2 2.8 3.4 1.9
Less: Write-offs (1.5)                (1.4) (2.6) (1.4)

Balance, end of period $ 7.7 $ 7.0 $ 5.6 $ 4.8

(1) Includes balance assumed upon acquisition of Head Distributing.
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Other Receivables

Other receivables consist primarily of amounts due from vendors for promotional allowances and other incentive programs, which are accrued as
earned, as well as net vendor receivables relating to vendor deductions and disputed payments arising after the Petition Date. The Company
evaluates the collectibility of amounts due from vendors and determines the appropriate allowance for doubtful accounts based on historical
experience and on a review of specific amounts outstanding. A significant portion of the allowance for doubtful accounts relates to vendor
receivables arising after Fleming filed for bankruptcy and which have been outstanding for more than 12 months as of December 31, 2004.
While management believes that such allowances are adequate, these estimates could change in the future depending upon management�s ability
to collect these vendor receivables. The allowance for doubtful accounts due from vendors was $4.5 million, $3.7 million and $1.7 million as of
December 31, 2004, August 23, 2004 and December 31, 2003.
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Inventories

Inventories consist of finished goods, including cigarettes and other tobacco products, food and other products, and related consumable products
held for re-sale and are valued at the lower of cost or market. In the United States, cost is primarily determined on a last�in, first�out (LIFO) basis
using producer price indices as determined by the Department of Labor. Under the LIFO method, current costs of goods sold are matched
against current sales. Inventories in Canada are valued on a first�in, first�out (FIFO) basis as LIFO is not a permitted inventory valuation method
in Canada.

During periods of rising prices, the LIFO method of costing inventories generally results in higher current costs being charged against income
while lower costs are retained in inventories. Conversely, during periods of decreasing prices, the LIFO method of costing inventories generally
results in lower current costs being charged against income and higher stated inventories. Liquidations of inventory may also result in the sale of
low-cost inventory and a decrease of cost of goods sold.

The Company provides inventory valuation adjustments for spoiled, aged and unrecoverable inventory based on amounts on hand and historical
shrinkage experience. This reserve was $1.2 million, $0 million, and $2.3 million as of December 31, 2004, August 23, 2004 and December 31,
2003, respectively.

Property and Equipment

Property and equipment are recorded at cost, net of accumulated depreciation and amortization. Depreciation and amortization on new purchases
are computed using the straight-line method over their estimated useful lives. Leasehold improvements are amortized using the straight-line
method over the shorter of the estimated useful life of the property or the term of the lease including available renewal option terms if it is
reasonably assured that those terms will be exercised. Upon retirement or sale, the cost and related accumulated depreciation are removed from
the accounts and any related gain or loss is reflected in operations. Maintenance and repairs are charged to operations as incurred.

The Company has determined the following useful lives for its fixed assets:

Useful life in
years

Delivery equipment 4 to 10
Office furniture and equipment 3 to 10
Warehouse equipment 3 to 15
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Leasehold improvements 4 to 18
Building 25

Asset Retirement Obligations

The Company evaluates the legal obligations arising from the retirement of long-lived assets in accordance with Statement of Financial
Accounting Standards (SFAS) No. 143, Accounting for Asset Retirement Obligations. Asset retirement obligations of the Company relate
primarily to operating leases of its distribution centers. Specifically, certain leases require that the Company restore property to its original state
upon termination of the lease. This would include the removal of any leasehold improvements, fixtures and equipment in addition to other
cosmetic requirements. Under SFAS No. 143 the fair value of the liability is added to the carrying amount of the associated asset and then
depreciated over the lesser of the lease term or the useful life of the asset. The lease term includes available renewal option terms if it is
reasonably assured that those terms will be exercised by the Company.
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Impairment of Long-lived Assets

The Company evaluates long-lived assets in accordance with the provisions of SFAS No. 144, Accounting for the Impairment or Disposal of
Long-Lived Assets. Long-lived assets consist primarily of land, buildings, furniture, fixtures and equipment, leasehold improvements and
intangible assets. An impairment of long-lived assets exists when future undiscounted cash flows are less than an asset group�s carrying value
over the estimated remaining useful life of the primary assets. Impairment is measured as the difference between carrying value and fair value.
Fair value is based on appraised value or estimated sales value, similar assets in recent transactions, or discounted cash flows. Assets to be
disposed of are reported at the lower of carrying amount or fair value less the cost to sell such assets (See Note 5�Other Balance Sheet Accounts
Detail to the consolidated financial statements).

Goodwill and Intangible Assets

The Company reviews its goodwill and intangible assets for impairment, in accordance with SFAS No. 142, Goodwill and Other Intangible
Assets on an annual basis or whenever significant events or changes occur in its business. The reviews are performed at the operating division
level, which comprise the Company�s reporting units. The provisions of SFAS No. 142 require that a two-step test be performed to assess
goodwill for impairment. First, the fair value of each reporting unit is compared to its carrying value. Generally, fair value represents the
discounted projected cash flows of an operating division. If the fair value exceeds the carrying value, goodwill is not impaired and no further
testing is performed. The second step is performed if the carrying value exceeds the fair value. The implied fair value of the reporting unit�s
goodwill must be determined and compared to the carrying value of the goodwill. If the carrying value of a reporting unit�s goodwill exceeds its
implied fair value, an impairment loss equal to the difference will be recorded (See Note 5�Other Balance Sheet Accounts Detail to the
consolidated financial statements). The Company does not amortize those intangible assets that have been determined to have indefinite useful
lives.

Debt Issuance Costs

Debt issuance costs have been deferred and are being amortized over the terms of the related debt agreements, generally three to five years,
using the effective interest method. Debt issuance costs were $3.4 million, $3.8 million and $0 at December 31, 2004, August 23, 2004 and
December 31, 2003, respectively. Debt issuance costs are included in other non-current assets, net on the accompanying consolidated balance
sheets.

Claims Liabilities and Insurance Recoverables
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Pursuant to the Financial Accounting Standards Board (FASB) Interpretation No. 39 (FIN No. 39) Offsetting of Amounts Related to Certain
Contracts, the Company�s claims liabilities and the related recoverables from its insurance carriers for estimated claims in excess of deductible
amounts and other insured events are presented in their gross amounts on the accompanying consolidated balance sheets because there is no
right of off-set. The carrying values of claims liabilities and insurance recoverables are not discounted. Insurance recoverables are included in
other receivables, net and other non-current assets, net. Insurance recoverables at December 31, 2003 were negligible because the Company had
not yet assumed the Fleming self-insurance obligations described above.

The Company maintains reserves related to health and welfare, workers compensation and auto liability programs that are principally
self-insured. The Company�s workers compensation and auto liability self-insurance programs currently have a per-claim ceiling of $500,000,
and the Company has purchased insurance to

F-15

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 219



Table of Contents

CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

cover the claims that exceed the ceiling up to policy limits. Self-insured reserves are for pending or future claims that fall outside the policy. The
reserves include an estimate of expected settlements on pending claims and a provision for claims incurred but not reported. These estimates are
based on the Company�s assessment of potential liability using an actuarial analysis of available information with respect to pending claims,
historical experience and current cost trends. Accruals for claims under these programs are included in accrued liabilities and claims liabilities,
net of current portion (See Note�5 Other Balance Sheet Accounts Detail to the consolidated financial statements).

On the Effective Date, the Company assumed approximately $29.5 million in self-insurance obligations from Fleming related to workers
compensation and auto liability programs pursuant to the Plan. These amounts were included in the reorganization adjustments as disclosed in
Note 3�Fresh-Start Accounting to the consolidated financial statements, as of August 23, 2004 and are included in accrued liabilities and claims
liabilities, net of current portion in the accompanying consolidated balance sheets at December 31, 2004 and August 23, 2004 (See Note 5�Other
Balance Sheet Accounts Detail to the consolidated financial statements).

Carve-out Accounting

The Predecessor Company�s consolidated financial statements for the period ended August 22, 2004, and the years ended December 31 2003 and
2002, included herein are presented on a carve-out basis and do not reflect what the consolidated results of operations, financial position, and
cash flows of Core-Mark and its subsidiaries would have been had Core-Mark been a separate stand-alone entity during all of the periods
presented. SAB Topic 1.B, Allocation of Expenses and Related Disclosure in Financial Statements of Subsidiaries, Divisions or Lesser Business
Components of Another Entity (Topic 1.B) requires that financial statements prepared on a carve-out basis include costs incurred by the parent
company on behalf of the carved out entity. Core-Mark has maintained its own independent systems and infrastructure and did not rely on
Fleming for any significant administrative, management or other services. However, estimated costs incurred by Fleming and allocated to
Core-Mark are as follows (in millions):

Predecessor Company

Period from

January 1 through
August
22,
2004

Year ended December 31,

  2003    2002  

Insurance, investor relations, legal, Board of Directors and other $ 0.5 $ 0.7 $ 0.7
Imputed interest 4.1 4.0 4.3

Total $ 4.6 $ 4.7 $ 5.0
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From January 1, 2002 until Fleming�s acquisition of CMI on June 17, 2002, net interest expense included amounts paid based on CMI�s
outstanding debt during this period. The debt was extinguished pursuant to the acquisition.

In accordance with the carve-out accounting provisions of Topic 1.B, from June 17, 2002 until emergence from bankruptcy on August 23, 2004,
net interest expense includes amounts imputed to reflect a charge from Fleming to the Company for interest on debt incurred by Fleming
pursuant to its acquisition of CMI. Imputed interest amounts were $4.3 million, $4.0 million and $4.1 million for the period from June 17, 2002
to December 31, 2002, the year ended December 31, 2003 and the period from January 1 to August 22, 2004, respectively. The average rate was
7.7% for all periods.
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Revenue Recognition

The Company recognizes revenue in accordance SAB No. 104, Revenue Recognition. Under this bulletin, four criteria must be met for revenue
recognition: (1) persuasive evidence of an arrangement must exist, (2) delivery must occur, (3) the selling price must be fixed or determinable
and (4) collectibility must be reasonably assured. Based on its terms of sale, the Company has determined these criteria are met at the point at
which the product is delivered and title passes to the customer. The Company grants its customers sales incentives such as rebates or discounts
and treats these as a reduction of revenues at the time the sale is recognized. The Company monitors product returns on an ongoing basis. Based
on current analysis and its historical experience, the Company has determined that the amount of product returns is insignificant. Therefore, no
allowance for product returns has been provided for in the Company�s consolidated balance sheets and statements of operations.

Vendor Rebates and Allowances

Periodic payments from vendors in various forms, volume or other purchase discounts are reflected in the carrying value of the related inventory
when earned and as cost of goods sold as the related merchandise is sold. Up-front consideration received from vendors linked to purchase or
other commitments is initially deferred and amortized ratably to cost of goods sold or as the performance of the activities specified by the vendor
to earn the fee is completed. Cooperative advertising rebates, slotting allowances, racking, and other promotional reimbursements from suppliers
are recorded as reductions to cost of goods sold in the period the related promotional or merchandising programs were provided.

Pension Costs and Other Post-retirement Benefit Costs

Pension costs and other post-retirement benefit costs charged to operations are estimated on the basis of annual valuations by an independent
actuary. Adjustments arising from plan amendments, changes in assumptions and experience gains and losses are amortized over the expected
average remaining service life of the employee group (See Note 16 �Employee Benefit Plans to the consolidated financial statements).

Income Taxes

Income taxes are accounted for under the liability method in accordance with SFAS No. 109, Accounting for Income Taxes. Deferred tax assets
and liabilities are recognized for the estimated future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit carry-forwards. Deferred tax assets and
liabilities are measured using enacted tax rates in effect for the year in which those temporary differences are expected to be recovered or settled.
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment date.
Deferred tax assets are reduced by a valuation allowance when management does not consider it more likely than not that some portion or all of
the deferred tax assets will be realized.
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Prior to emergence from bankruptcy, the Predecessor Company�s financial statements were prepared on a carve-out basis. For financial reporting
purposes, the provision for income taxes was computed based on a stand-alone, separate-return basis. However, Core-Mark�s operating results
were included in Fleming�s consolidated U.S. income tax return and consolidated, combined or unitary state income tax returns and in tax returns
of the Canadian operations. Upon emergence, deferred tax asset and liability accounts were provided for in accordance with SFAS No. 109 and
SOP 90-7.
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Comprehensive Income (Loss)

Comprehensive income (loss) is presented in accordance with SFAS No. 130 Comprehensive Income and consists primarily of foreign currency
translation adjustments and minimum pension liability adjustments, net of tax.

Accumulated other comprehensive income consisted of the following (in millions):

Minimum Pension

Liability
Adjustments

Foreign
Currency

Translation
Adjustment Total

Balance at December 31, 2002 $ (1.0) $ (0.2) $ (1.2)
Minimum pension liability adjustment, net of taxes of $0.1 (0.1) �  (0.1)
Foreign currency translation adjustment �  3.0 3.0

Balance at December 31, 2003 (1.1) 2.8 1.7
Minimum pension liability adjustment, net of taxes of $0.7 (1.1) �  (1.1)
Foreign currency translation adjustment �  (0.5) (0.5)

Fresh start adjustment 2.2 (2.3) (0.1)

Balance at August 23, 2004 �  �  �  
Minimum pension liability adjustment, net of taxes of $0.6 (0.9) �  (0.9)
Foreign currency translation adjustment �  2.4 2.4

Balance at December 31, 2004 $ (0.9) $ 2.4 $ 1.5

Stock-based Compensation

The Company accounts for stock-based compensation using the fair value method as permitted by SFAS No. 123, Accounting for Stock-Based
Compensation.

Segment Information
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Pursuant to SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information, which establishes standards for reporting by
public enterprises on information about product lines, geographical areas and major customers, the method of determining what information to
report is based on the way management organizes the Company for making operational decisions and assessment of financial performance. From
the perspective of the Company�s chief operating decision maker, the Company is engaged in the business of distributing packaged consumer
products to convenience retail stores in the United States of America and Canada. Therefore, the Company has determined that it has two
reportable segments and evaluates these two reportable segments based on geographical area.

Earnings (Loss) per Share

Basic earnings (loss) per share is calculated by dividing net income by the weighted average number of common shares outstanding during each
period, excluding unvested restricted stock. Diluted earnings per share assumes the exercise of stock options and common stock warrants and the
impact of restricted stock, when dilutive, using the treasury stock method.
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Reclassifications

Certain financial statement reclassifications have been made to the prior period presentation in order to conform them to the current period
presentation. Such reclassifications had no impact on consolidated net income or stockholders� equity as previously reported.

New Accounting Pronouncements

In May 2005, the Financial Accounting Standards Board (FASB) issued SFAS No. 154, Accounting Changes and Error Corrections. SFAS No.
154 establishes new standards on accounting for changes in accounting principles. Pursuant to the new rules, all such changes must be accounted
for by retrospective application to the financial statements of prior periods unless it is impracticable to do so. SFAS No. 154 supersedes
Accounting Principles Bulletin (APB) Opinion 2 , Accounting for Changes and SFAS No. 3, Reporting Accounting Changes in Interim
Financial Statements, though it carries forward the guidance of those pronouncements with respect to accounting for changes in estimates,
changes in the reporting entity, and error corrections. This statement is effective for accounting changes and error corrections made in years
beginning after December 15, 2005, with early adoption permitted for changes and corrections made in years beginning after May 2005. The
Company does not expect adoption of SFAS No. 154 to have a material impact on the Company�s financial statements.

In March 2005, the SEC issued SAB No. 107 which offers guidance on SFAS No. 123(R). SAB No. 107 was issued to assist preparers by
simplifying some of the implementation challenges of SFAS No. 123(R) while enhancing the information that investors receive. SAB No. 107
creates a framework that is premised on two overarching themes: (a) considerable judgment will be required by preparers to successfully
implement SFAS No. 123(R), specifically when valuing employee stock options; and (b) reasonable individuals, acting in good faith, may
conclude differently on the fair value of employee stock options. Key topics covered by SAB No. 107 include valuation models, expected
volatility and expected term. The Company expects to apply the principles of SAB No. 107 in conjunction with its adoption of SFAS No.
123(R).

In December 2004, the FASB issued SFAS No. 123 (revised 2004) (SFAS No. 123R), Share-Based Payment. SFAS No. 123(R) replaces SFAS
No. 123, Accounting for Stock-Based Compensation and supersedes APB Opinion No. 25. Generally, the approach in SFAS No. 123(R) is
similar to the approach described in SFAS No. 123 for fair value. However, SFAS No. 123(R) requires all share-based payments to employees,
including grants of employee stock options, to be recognized in the financial statements based on their fair values and prohibits pro forma
disclosure as an alternative to financial statement recognition. SFAS No. 123(R) is effective for interim or annual reporting periods beginning
after December 15, 2005. The Company is evaluating the impact of SFAS No. 123(R).

In December 2004, the FASB issued Staff Position (FSP) No. 109-2, Accounting and Disclosure Guidance for the Foreign Earnings
Repatriation Provision within the American Jobs Creation Act of 2004 (the Act). The Act, which was signed into law on October 22, 2004,
provides for a special one-time tax deduction of 85 percent of certain foreign earnings that are repatriated (as defined in the Act) in either a
company�s last tax year that began before the enactment date, or the first tax year that begins during the one-year period beginning on the date of
enactment. Accordingly, the position provides guidance on accounting for income taxes that related to the accounting treatment for unremitted

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 226



earnings in a foreign investment (a consolidated subsidiary or corporate joint venture that is essentially permanent in nature). Further, the
position permits a company time beyond the financial reporting period of enactment to evaluate the effect of the Act on its plan for reinvestment
or repatriation of foreign earnings for purposes of applying SFAS No. 109, Accounting for Income Taxes. Accordingly, an enterprise that has not
yet completed its evaluation of the repatriation provision for purposes of applying SFAS No. 109 is required to disclose certain information, for
each period for which financial statements
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covering periods affected by the Act are presented. Subsequently, the total effect on income tax expense (or benefit) for amounts that have been
recognized under the repatriation provision must be provided in a company�s financial statements for the period in which it completes its
evaluation of the repatriation provision. The provisions of FSP No. 109-2 are effective immediately. As of and for the year ended December 31,
2004, the Company has not yet completed its evaluation; consequently, the required information is disclosed in Note 13�Income Taxes to the
consolidated financial statements.

In December 2004, the FASB issued SFAS No. 153 Exchanges of Nonmonetary Assets�An Amendment of APB Opinion No. 29. The provisions of
this statement are effective for non monetary asset exchanges occurring in periods beginning after June 15, 2005. This statement eliminates the
exception to fair value for exchanges of similar productive assets and replaces it with a general exception for exchange transactions that do not
have commercial substance�that is, transactions that are not expected to result in significant changes in the cash flows of the reporting entity. The
Company does not expect the adoption of SFAS No. 153 to have a significant impact on its consolidated financial statements.

In November 2004, FASB issued SFAS No. 151, Inventory Costs that amends the guidance in Accounting Research Bulletin (ARB) No. 43,
Chapter 4, Inventory Pricing, (ARB No. 43) to clarify the accounting for abnormal amounts of idle facility expense, freight, handling costs, and
wasted material (spoilage). In addition, this statement requires that an allocation of fixed production overheads to the costs of conversion be
based on the normal capacity of the production facilities. SFAS No. 151 is effective for inventory costs incurred during years beginning after
June 15, 2005. The Company does not expect the adoption of SFAS No. 151 to have a significant impact on its consolidated financial
statements.

In May 2004, the FASB issued FSP No. 106-2, Accounting and Disclosure Requirements Related to the Medicare Prescription Drug
Improvement and Modernization Act of 2003, which supercedes FSP No. 106-1 Accounting and Disclosure Requirements Related to the
Medicare Prescription Drug Improvement and Modernization Act of 2003, and provides guidance on accounting for the effects of the Medicare
Prescription Drug Improvement and Modernization Act of 2003 (MMA) for employers that sponsor postretirement health care plans that provide
prescription drug coverage that is at least actuarially equivalent to that offered by Medicare Part B. The MMA provides a prescription drug
benefit for Medicare eligible employees starting in 2006. This statement is effective for interim and annual periods beginning after June 15,
2004. The adoption of FSP No. 106-2 did not have a material impact on the Company�s consolidated financial statements.

In January 2003, the FASB issued FIN No. 46, Consolidation of Variable Interest Entities, and a revised interpretation of FIN No. 46 (FIN No.
46R) in December 2003, in an effort to expand upon existing accounting guidance that addresses when a company should consolidate the
financial results of another entity. FIN No. 46 requires variable interest entities, as defined, to be consolidated by a company if that company is
subject to a majority of expected losses of the entity or is entitled to receive a majority of expected residual returns of the entity, or both. A
company that is required to consolidate a variable interest entity is referred to as the entity�s primary beneficiary. The interpretation also requires
certain disclosures about variable interest entities that a company is not required to consolidate, but in which it has a significant variable interest.
The consolidation and disclosure requirements apply immediately to variable interest entities created after January 31, 2003. The adoption of
FIN 46R did not have a material impact on the Company�s consolidated financial statements.

In July 2002, The Public Company Accounting Reform and Investor Protection Act of 2002 (the Sarbanes-Oxley Act) was enacted. Section 404
of the Sarbanes-Oxley Act stipulates that public companies must take responsibility for maintaining an effective system of internal control. The
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companies (accelerated filers) to report on the company�s internal control over financial reporting for years ended on or after November 15, 2004.
Other public companies (non-accelerated filers) must begin to comply with the new requirements related to internal control over financial
reporting for their first year ending on or after July 15, 2006 under the latest extension granted by the SEC. CMI is a non-accelerated filer and
therefore expects to comply with Section 404 of the Sarbanes-Oxley Act for the year ended December 31, 2006.

3. Fresh-Start Accounting

In connection with the emergence from bankruptcy, Core-Mark adopted American Institute of Certified Public Accountants (AICPA) Statement
of Position 90-7 (SOP 90-7) Financial Reporting by Entities in Reorganization Under the Bankruptcy Code. Pursuant to the fresh-start
accounting rules, a new reporting entity, the Successor Company, was deemed to be created and the recorded amounts of assets and liabilities
were adjusted to reflect their estimated fair values at the time of emergence from bankruptcy and were based on independent valuations where
applicable. The effective date of Core-Mark�s emergence from bankruptcy was August 23, 2004 when the refinancing of the Company�s debts as
contemplated under the Plan was completed. All financial information prior to August 23, 2004 is identified as relating to the Predecessor
Company. All financial information after August 23, 2004 relates to the Successor Company. Consequently, after giving effect to the
reorganization and fresh-start accounting as required by SOP 90-7, the financial statements of the Successor Company are not comparable to
those of the Predecessor Company.

A set of financial projections was developed which were filed with the bankruptcy court as part of the Plan of Reorganization. Based on these
financial projections, an enterprise value was determined in March 2004 by an independent valuation firm using various valuation methods,
including (i) a review and analysis of several recent transactions of companies in similar industries as the Company, and (ii) a calculation of the
present value of future operating cash flows. The estimated enterprise value is highly dependent upon the Company achieving its future financial
results set forth in the projections as well as the realization of certain other assumptions, which are not guaranteed. The estimated enterprise
value of the Company was calculated to be approximately $265 million to $310 million. The midpoint of the range, $290 million, was selected
as the Company�s estimated enterprise value for purposes of the Plan.

Given the passage of time and the change in the Company�s balance sheet just prior to emergence from bankruptcy, the Company engaged
another independent valuation firm in June 2005 in connection with the application of fresh-start accounting at emergence. This independent
valuation firm utilized generally accepted valuation techniques, considering estimated discounted cash flows based on the same financial
projections as filed in the Plan, and a balance sheet that was more reflective of the balance sheet at the date of emergence to determine the
estimated fair value of the assets at August 23, 2004. In connection with this valuation, at emergence, the carrying amount of the Company�s
assets and liabilities were adjusted to fair value, resulting in a net revaluation adjustment of $5.8 million included in reorganization items, net.
(See Note 10�Reorganization Items, net to the consolidated financial statements.) The net revaluation increase to the Company�s assets and
liabilities was primarily attributable to ascribing value to intangible internally developed software of $6.0 million, an adjustment to our deferred
rent accrual of $3.8 million, offset by charges for the revaluation of other balance sheet items totaling $4.0 million.

The restructuring of the Company�s capital structure and the resulting discharge of pre-petition debt resulted in a net gain of $66.1 million. The
income resulting from the gain from the discharge of pre-petition debt was recorded in reorganization items, net, in the consolidated statement of
operations (See Note 10�Reorganization Items, Net to the consolidated financial statements).
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As part of the provisions of SOP 90-7, the Company adopted on August 23, 2004, all accounting pronouncements and related interpretations that
were scheduled to be effective within the subsequent twelve-month period (See Note 2�Summary of Significant Accounting Policies to the
consolidated financial statements).

The reorganization and the adoption of fresh-start accounting resulted in the following adjustments to the

Company's consolidated balance sheet as of August 23, 2004:

Successor
Balance Sheet
August 23,

2004
Fresh-Start
Adjustments

Reorganization
Adjustments

Predecessor
Balance Sheet
August 22,

2004

Assets
Current assets:
Cash and cash equivalents $ 34.5 $ �  $ (22.5)(a) $ 57.0
Restricted cash 26.6 �  �  26.6
Accounts receivable, net 137.1 �  �  137.1
Other receivables, net 53.9 5.0(e) 0.2(a) 48.7
Inventories, net 141.9 2.3(e) �  139.6
Deposits and prepayments 52.4 �  1.5(c) 50.9

Total current assets 446.4 7.3 (20.8) 459.9

Property and equipment, net 38.0 �  �  38.0
Deferred income taxes �  �  �  �  
Other non-current assets, net 32.8 5.9(e) 2.8(a) 24.1

Total assets $ 517.2 $ 13.2 $ (18.0) $ 522.0

Liabilities and Stockholders� Equity
Current liabilities:
Accounts payable $ 35.5 $ �  $ �  $ 35.5
Cigarette and tobacco taxes payable 51.8 �  �  51.8
Accrued liabilities 61.2 1.7(e) 13.0(b)(c) 46.5
Income taxes payable 9.3 (0.7)(e) �  10.0
Deferred income taxes 21.6 8.8(e) �  12.8

Total current liabilities 179.4 9.8 13.0 156.6

Long-term debt 118.7 �  118.7(a) �  
Deferred income taxes 0.3 (6.8)(e) (11.5)(c) 18.6
Claims liabilities, net of current portion 46.6 �  19.1(c) 27.5
Pension liabilities 10.9 �  3.0(c) 7.9
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Liabilities subject to compromise �  (69.9)(d) �  69.9

Total liabilities 355.9 (66.9) 142.3 280.5
Other equity(g) �  69.8 11.5 (81.3)
Stockholders� equity 161.3 10.3(d)(e)(f)(g) (171.8)(a)(b)(c)(g) 322.8

Total liabilities and stockholders� equity $ 517.2 $ 13.2 $ (18.0) $ 522.0

(a) to record exit financing; payments to the RCT and PCT Trusts, exit financing fees and related warrants.
(b) to record the assumption of liabilities from Fleming�s discontinued operations in Altoona, PA., Marshfield, WI., and Chicago. IL.
(c) to record the assumption of Fleming�s remaining workers compensation and pension obligations.
(d) to record the gain resulting from discharge of pre-petition liabilities.
(e) to adjust assets and liabilities to fair market value.
(f) to adjust paid-in capital to reflect the elimination of the accumulated deficit and the accumulated other comprehensive loss.
(g) to adjust equity to reflect reorganization and fresh-start items included in net income.
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4. Acquisitions by Fleming

Head Distributing Company

On April 23, 2002, Fleming acquired Head, a privately held wholesale distributor of consumer products to convenience stores with two
distribution centers located in the state of Georgia. The purchase of Head by Fleming was an initiative to increase Fleming�s presence in the
convenience store wholesale distribution industry. Fleming�s acquisition costs totaled $60.8 million consisting of $31.7 million in cash
consideration, assumed outstanding debt of $29 million and $0.1 million in transaction costs. The acquisition of Head was accounted for as a
purchase under SFAS No. 141, Business Combinations. In connection with the purchase, $44.8 million was allocated to Head�s net assets, $1.4
million to identifiable intangible assets and $14.6 million to goodwill. Goodwill is the excess of the purchase price over the fair value of the
identifiable tangible and intangible assets. Valuations were based on analyses prepared by an independent valuation expert. Identifiable
intangibles were being amortized over their estimated useful life of three years. Head was contributed to CMI by Fleming in December 2002.

Pursuant to the push down accounting rules of SAB Topic 5.J, the purchase price allocation of the net assets, identifiable intangibles and
goodwill of Head have been reflected in the consolidated financial statements of Core-Mark as of the acquisition date with an offset to additional
paid-in capital. Pro-forma results of operations have not been presented because the effect of the acquisition was not material to the consolidated
financial statements taken as a whole.

CMI

On June 17, 2002, Fleming acquired CMI. Fleming�s acquisition costs totaled $432.5 million consisting of $291 million in cash consideration,
assumed debt of $132 million and $9.5 million in related transaction costs. The acquisition of CMI by Fleming was a strategic initiative to
enable Fleming to have a national presence in the convenience store wholesale distribution industry. The addition of CMI to Fleming�s existing
convenience store distribution business created that national presence. At the time of the acquisition, all 5,500,000 outstanding shares of
common stock of CMI, in addition to options to purchase shares of common stock, were purchased by Fleming, canceled and retired, and the
Articles of Incorporation of CMI were amended to set the total number of shares of common stock authorized for issuance to 100 with stated par
value of $0.0001.

The acquisition of CMI was accounted for as a purchase. In accordance with SFAS No. 141, $168.4 million was allocated to CMI�s net assets,
$44.4 million to identifiable intangible assets and $219.6 million to goodwill. Beginning on June 17, 2002, identifiable intangibles were
amortized over their estimated useful lives ranging from three to ten years. Pursuant to the push down accounting rules of SAB Topic 5.J, the
amortization is reflected in the accompanying consolidated statements of operation of Core-Mark for the years ended December 31, 2002 and
2003.
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5. Other Balance Sheet Accounts Detail

Other Receivables, Net

Other receivables, net consist of the following (in millions):

Successor Company
Predecessor
Company

December 31,
2004

August 23,

2004

December 31,

2003

Vendor receivables, net $ 27.6 $ 50.3 $ 62.1
Insurance recoverables, current 2.5 3.1 �  
Other 4.7 0.5 0.4

Total $ 34.8 $ 53.9 $ 62.5

Deposits and Prepayments

Deposits and prepayments consist of the following (in millions):

Successor Company
Predecessor
Company

December 31,
2004

August 23,

2004

December 31,

2003

Deposits $ 21.1 $ 24.5 $ 7.0
Prepayments 17.6 27.9 22.3

Total $ 38.7 $ 52.4 $ 29.3
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Other Non-Current Assets, Net

Other non-current assets, net consist of the following (in millions):

Successor Company
Predecessor
Company

December 31,
2004

August 23,

2004

December 31,

2003

Internally developed and other software, net $ 6.2 $ 6.0 $ �  
Insurance recoverables, net of current portion 20.7 20.9 �  
Debt issuance costs, net 3.3 3.8 �  
Other non-current assets 1.6 2.1 1.4

Total $ 31.8 $ 32.8 $ 1.4

Intangible Assets. As a result of Core-Mark�s then parent company Fleming filing for Chapter 11 bankruptcy on April 1, 2003, the Company
performed a test for impairment on its acquired intangibles and long-lived assets based on third-party valuations. The test measured the value of
those assets based on an income approach using the net present value of expected future cash flows generated by the reporting units or asset
groupings, as applicable. As a result of the impairment testing performed, the acquired intangible assets were determined to be impaired, but
property and equipment were not impaired based on third-party valuations. As a result, the Company recorded an impairment charge of $45.8
million to write-down the purchased intangibles and certain other long-lived intangible assets to their fair value as of April 1, 2003. This
non-cash impairment charge is included in the accompanying consolidated statement of operations for the year ended December 31, 2003.
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Amortization expense related to intangible assets was $1.7 million and $3.5 million for the years ended December 31, 2003 and 2002,
respectively.

In accordance with Fresh-Start accounting under SOP 90-7, Management initiated an independent third-party valuation analysis which
determined the fair value of the Company�s internally developed software to be $6.0 million at August 23, 2004. As of December 31, 2004,
internally developed software with an eight-year life was $5.7 million, net of accumulated amortization. In addition, other non-current assets
included other purchased software with an average life of one to three years which amounted to $0.5 million as of December 31, 2004.

Goodwill. Upon adoption of SFAS No. 142 on January 1, 2002, the Company ceased amortizing the remaining balances of goodwill existing at
that time. For goodwill arising after January 1, 2002, no amortization was required in accordance with SFAS No. 142. The Company completed
the transitional goodwill impairment test in January 2002 upon adoption of SFAS No. 142 and completed an annual test for impairment in
December 2002. In each case, the Company determined that the carrying amount of goodwill was not impaired.

On April 1, 2003, Core-Mark�s then parent company Fleming filed for Chapter 11 bankruptcy, which was deemed an event or change in
circumstances under SFAS No. 142 requiring impairment testing. As of the date of bankruptcy filing, the Company performed an impairment
test on goodwill for each of its reporting units, or operating divisions, using the two-step approach. For each of its reporting units, the Company
had determined that the carrying value of each division exceeded its estimated fair value, which indicated potential goodwill impairment. The
Company then completed the second step of the goodwill impairment test by measuring the fair value of each operating division against the
estimated fair value of the underlying assets and liabilities, excluding goodwill, to estimate an implied fair value of that division�s goodwill. As a
result of this analysis, the Company recorded a goodwill impairment charge of $245.6 million on April 1, 2003, which represented 100% of the
Company�s then total goodwill balance. This non-cash impairment charge is included in goodwill and asset impairment charges on the
accompanying consolidated statement of operations for the year ended December 31, 2003.

Accrued Liabilities

Accrued liabilities consist of the following (in millions):

Successor Company
Predecessor
Company

December 31,
2004

August 23,
2004

December 31,
2003

Accrued payroll, retirement, and other benefits $ 15.7 $ 18.6 $ 12.6
Auto, workers compensation, and medical claims, current 18.8 16.6 9.1
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Other accrued expenses 21.4 21.6 33.0
Accrued customer incentives payable 4.6 4.4 4.5

Total $ 60.5 $ 61.2 $ 59.2

F-25

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 238



Table of Contents

CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

6. Inventories

Inventories consist of the following (in millions):

Successor Company
Predecessor
Company

December 31,

2004

August 23,

2004

December 31,

2003

Inventories at FIFO, net of reserves $ 188.1 $ 141.9 $ 189.4
Less: LIFO reserve (1.8) �  0.4

Inventories $ 186.3 $ 141.9 $ 189.8

During the period from August 23, 2004 through December 31, 2004, and the period from January 1, 2004 through August 22, 2004, the
Company did not liquidate LIFO inventory quantities. In conjunction with the Company�s Fresh-Start accounting, on August 23, 2004
inventories were adjusted to fair value. Consequently, the LIFO reserve of $2.3 million at August 22, 2004 was eliminated.

During the years ended December 31, 2003 and 2002, inventory reductions resulted in a liquidation of LIFO inventory quantities which were
carried at lower costs compared with the cost of purchases in the prior years. The effect of these liquidations decreased cost of goods sold by
approximately $2.1 million and $16.7 million and increased net income by approximately $1.3 million and $10.1 million, or $0.13 per share and
$1.03 per share, for the years ended December 31, 2003 and 2002, respectively.

7. Property and Equipment

Property and equipment consist of the following (in millions):

Successor Company
Predecessor
Company

December 31,
2004

August 23, December 31,
2003
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2004

Delivery equipment $ 5.8 $ 5.4 $ 15.4
Office furniture and equipment 3.8 3.1 13.1
Warehouse equipment 24.1 19.0 11.1
Leasehold improvements 8.3 8.5 8.8
Land and Building 2.1 2.0 2.0

44.1 38.0 50.4
Accumulated depreciation and amortization (2.8) �  (11.7)

Total $ 41.3 $ 38.0 $ 38.7

Depreciation and amortization expense related to property and equipment is as follows (in millions):

Successor Company Predecessor Company

Period from
August 23 through
December 31, 2004

Period from

January 1 through
August 22, 2004

Year ended
December 31,

2003 2002

$2.8 $5.7 $8.2 $8.0

F-26

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 240



Table of Contents

CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS�(Continued)

8. Long-term Debt

Revolving Credit Facility

On August 23, 2004, pursuant to the Plan, the Company entered into a three-year agreement with a group of lenders to provide a $250 million
revolving credit facility. The revolving credit facility consists of a $240 million revolving loan and a $10 million first-in last-out (FILO) loan.
Borrowing under the revolving credit facility is subject to a formula based on eligible accounts receivable and inventory (the Borrowing Base).
The Borrowing Base will support both borrowings and letter of credit obligations under the facility. At the Company�s option, U.S. interest on the
revolving loan and letters of credit outstanding are computed based on LIBOR or the higher of prime or the federal funds rate plus 0.50%, plus
an applicable margin (2.25% to 2.75%). Interest is payable monthly, or if the Company elects LIBOR, at the expiration of each LIBOR period,
which is 30, 60, or 90 days, as set forth in the revolving credit facility. The FILO loan is based on LIBOR plus a margin of 4.0%. Interest on
Canadian borrowing is based on the higher of the Canadian prime rate or the Bank Acceptance rate plus 1.75 basis points and is payable
monthly. The Company is subject to an unused facility fee of 0.50% which required the Company to pay $0.3 million for the period from August
23, 2004 through December 31, 2004.

The facility contains restrictive financial covenants, including a requirement to realize specified minimum levels of EBITDA, as defined in the
agreement, limitations on capital spending, and a minimum aggregate Borrowing Base requirement, and places restrictions on the Company�s
ability to make payments under its Tranche B Note Agreement and Trust guarantees, each as defined in the agreement. The credit agreement for
the revolving credit facility also cross defaults to the Tranche B Note Agreement, which contains a requirement that the Company maintain
specified maximum leverage ratios of debt to EBITDA, as defined in the Tranche B Note Agreement. All obligations under the revolving credit
facility are collateralized by a first priority interest in, and liens upon, substantially all of the Company�s present and future assets. The terms of
the revolving credit facility allow for prepayment without penalty. The Company is required to pay off any outstanding balance on the facility in
August 2007. The Company paid financing fees of approximately $3.3 million in connection with entering into the facility. These debt issuance
costs were deferred and included in other non-current assets on the consolidated balance sheet and are being amortized over the term of the
agreement. At December 31, 2004 the Company was in compliance with all of the covenants and had a net available borrowing capacity under
the revolving credit facility of approximately $117.9 million.

During 2004, the maximum amount of borrowing and letters of credit outstanding under the revolving credit facility were $86.4 million and
$36.7 million, respectively. As of December 31, 2004, the total borrowings outstanding were $45.0 million and letters of credit outstanding were
$36.7 million. At December 31, 2004, the Company elected the LIBOR option and the 30 and 90 day LIBOR rates were 2.40% and 2.56%,
respectively. As of December 31, 2004, the Company was in compliance with all of its covenants under the revolving credit facility, as
amended. The weighted-average interest rate for the revolving credit facility for the period from August 23, 2004 through December 31, 2004
was 4.6%. The balance outstanding on the revolving credit facility has been classified as long-term debt because there is not a lock-box
arrangement and the facility expires on August 23, 2007.

Tranche B Note Agreement
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On August 23, 2004, the Company entered into a Tranche B Note and Warrant Purchase Agreement, as amended (Tranche B Note Agreement)
with a group of lenders providing for a term loan in the total amount of $60 million. Under the Tranche B Note Agreement (i) the Company
issued five-year Tranche B Notes in the principal amount of $35.5 million, and (ii) Tranche B Letters of Credit were issued for its account in the
amount of $24.5 million. The Company paid financing fees of approximately $0.5 million and incurred put option costs of $1.8 million in
connection with entering into the Tranche B Note Agreement. The debt issuance costs incurred
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were deferred and included in other non-current assets on the consolidated balance sheets and are being amortized over the term of the Tranche
B Note Agreement. Based on the net proceeds received, the put option costs of $1.8 million are recorded as a debt discount and are being
amortized into interest expense over the term of the Tranche B Note Agreement.

The Tranche B Notes bear interest at the rate of LIBOR plus 12%, or 14.40% as of December 31, 2004. The Company also pays an annual
commitment fee equal to 12% of the amount of the Letters of Credit. Interest on the Tranche B Notes and the Tranche B Letters of Credit fees
are payable monthly in arrears. All interest and commitment fees, except for 3% per annum, are payable in cash. The remaining 3% of interest
and commitment fees may be paid in kind or cash, at the Company�s option. For the period from August 23, 2004 through December 31, 2004,
the Company elected to pay all interest and commitment fees in cash. All obligations under the Tranche B Notes and the Letters of Credit are
collateralized by a second priority interest in, and liens upon, substantially all of the Company�s present and future assets. The Tranche B Note
Agreement contains restrictive financial covenants including requirements for minimum levels of EBITDA, as defined in the Tranche B Note
Agreement, a maximum leverage ratio of debt to EBITDA, limitations on capital spending and a minimum aggregate borrowing availability
requirement, each as defined in the Tranche B Note Agreement. The Tranche B Notes mature on August 23, 2009 and the Company is required
to pay all outstanding principal and all accrued interest (including capitalized interest) then outstanding under the Tranche B Note Agreement.
As of December 31, 2004, the Company was in compliance with all of its covenants under the Tranche B Note Agreement.

The principal balance of the Tranche B Notes outstanding is due August 23, 2009. The Tranche B Notes and Tranche B Letters of Credit are also
subject to optional redemption and replacement features including call protection at 112% during the first year and 106% during the second year
of the Tranche B Note Agreement, except that the Company may redeem or replace the Tranche B Notes and the Letters of Credit without
premium, up to an aggregate of $15 million during the first year, up to a cumulative aggregate of $30 million during the second year, and the
total of the Tranche B Notes and Letters of Credit after two years from the initial date of the Tranche B Note Agreement. The Company�s ability
to redeem Tranche B Notes and replace Tranche B Letters of Credit is limited by covenants contained in its revolving credit facility that restrict
payments based on a formula that is derived from information contained in an RCT financial summary report that is required to be filed with the
Bankruptcy Court periodically. However, in absence of the RCT report, during 2005, payments are permitted up to $10.0 million provided that
certain financial covenants are satisfied after giving effect to such payment (See Note 18�Subsequent Events to the consolidated financial
statements). As of August 23, 2004 and December 31, 2004, a total of $35.5 million in Tranche B Notes and $24.5 million in letters of credit
were outstanding under the Tranche B Note Agreement.

In connection with the issuance of the Tranche B Notes, the Company also issued warrants to the Tranche B lenders to purchase up to an
aggregate of 247,654 shares of its common stock at an exercise price of $15.50 per share, the fair value of our common stock as determined
pursuant to the Plan. The warrants are immediately exercisable and expire seven years from the date of issuance. The warrants are valued at $1.4
million and a corresponding amount was recorded as discount on debt, which will be amortized into interest expense over the term of the
Tranche B Notes. The value of the warrants was calculated using the Black-Scholes option pricing model with the following assumptions: a term
of seven years, a risk free interest rate of 3.85%, expected volatility of 30%, and an expected dividend yield of zero.
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The Company�s long-term debt and outstanding letters of credit is as follows (in millions):

December 31,
2004

August 23,
2004

Revolving credit facility $ 45.0 $ 86.4
Tranche B notes payable 35.5 35.5

Subtotal 80.5 121.9
Less: Debt discount (3.0) (3.2)

Subtotal 77.5 118.7
Less: Current portion of long-term debt �  �  

Total long-term debt, net of current portion $ 77.5 $ 118.7

Letters of credit outstanding $ 61.2 $ 57.1

As of December 31, 2003, the Company had no long-term debt.

The following table presents information regarding the scheduled contractual maturities of long-term debt as of December 31, 2004:

Year (in millions)

2005 $ �  
2006 �  
2007 45.0
2008 �  
2009 35.5
Thereafter �  

Total $ 80.5

9. Liabilities Subject To Compromise
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Pursuant to the Plan, the Predecessor Company paid specific pre-petition liabilities, including taxes, employee salaries and wages, benefits and
other employee obligations. All other pre-petition liabilities were classified as liabilities subject to compromise in the Company�s consolidated
balance sheets, as of December 31, 2003 .On the Effective Date, substantially all of the pre-petition liabilities were cancelled (See Note
1�Summary Company Information and Emergence from Bankruptcy to the consolidated financial statements).

The following table summarizes the components of the Predecessor Company�s liabilities subject to compromise in the accompanying December
31, 2003 consolidated balance sheet (in millions):

December 31,
2003

Accounts payable $ 84.7
Tobacco and other taxes payable 40.1

Total liabilities subject to compromise $ 124.8

Pursuant to the Fresh-Start accounting under SOP 90-7, on August 23, 2004 the remaining balance of liabilities subject to compromise totaling
$69.9 million was discharged and recorded as a gain on cancellation of debt and is included in reorganization items, net in the consolidated
statements of operations (See Note 3�Fresh-Start Accounting to the consolidated financial statements).
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10. Reorganization Items, Net

Reorganization items, net, represent expenses and other adjustments the Company incurred as a result of Fleming�s Chapter 11 bankruptcy, in
addition to adjustments related to Fresh-Start accounting (See Note 3�Fresh-Start Accounting to the consolidated financial statements).
Reorganization items, net, is presented separately in the accompanying consolidated statements of operations as required by SOP 90-7 and
consists of the following (in millions):

Successor Company Predecessor Company

Period from
August 23 through
December 31, 2004

Period from
January 1 through

August
22,
2004

Year ended
December 31,

2003 2002

Net gain on cancellation of debt $ �  $ (66.1) $ �  $ �  
Revaluation of assets and liabilities �  (5.8) �  �  
Professional fees 0.7 1.6 2.5 �  
Other expenses 0.1 0.3 4.8 �  

Total $ 0.8 $ (70.0) $ 7.3 $ �  

Other reorganization expenses include charges related to former customer proprietary inventory, vendor receivables arising as a result of the
bankruptcy deemed uncollectible and other charges. In connection with the bankruptcy, substantial professional fees were incurred and paid by
Fleming, and the unallocated portions are not included herein.

11. Discontinued Operations

In April 2002, Fleming acquired Head Distributing. Subsequent to the acquisition, in January 2004, the Predecessor Company closed Head�s
distribution center located in Adel, Georgia (Adel) and transferred the majority of its net assets, including inventory and accounts receivable to
its distribution center located in Atlanta, Georgia.

Detailed operating results of the Adel, Georgia distribution center, included in income (loss) from discontinued operations on the accompanying
Predecessor Company�s consolidated statements of operations, are presented in the following table, except for goodwill and asset impairment
charges (in millions).
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For the year ended
December 31,

2003 2002

Net sales $ 69.9 $ 72.3
Cost of goods sold 65.4 67.7

Gross profit 4.5 4.6
Warehousing and distribution expenses 4.4 2.8
Selling general and administrative expenses 4.7 1.2
Income tax (benefit) provision (1.8) 0.3

Income (loss) from discontinued operations, net of tax $ (2.8) $ 0.3

There were no operating results from discontinued operations for the periods from January 1, 2004 through August 22, 2004 and from August
23, 2004 through December 31, 2004.
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The assets and liabilities of the Adel, Georgia distribution center are included in the Predecessor Company�s consolidated balance sheet at
December 31, 2003 are as follows:

Description (in millions)

Accounts receivable, net $ 1.5
Other receivables, net 1.1
Inventories, net 1.2
Property and equipment, net 0.1

Total assets $ 3.9

Accounts payable $ 0.1
Other accrued liabilities 0.6
Cigarette and tobacco taxes payable 0.1

Total liabilities $ 0.8

12. Commitments and Contingencies

Operating Leases

The Company leases nearly all of its sales and warehouse facilities and trucks under operating lease agreements expiring at various dates
through 2016, excluding renewal options. Minimum rent is expensed in accordance with SFAS No. 13, Accounting for Leases, on a straight-line
basis over the term of the lease including available renewal options terms if it is reasonably assured that the renewal options will be exercised.
The operating leases generally require the Company to pay taxes, maintenance and insurance. In most instances, the Company�s management
expects the operating leases that expire will be renewed or replaced in the normal course of the Company�s business. If applicable, the Company
records a liability for asset retirement obligations associated with its leases, in accordance with SFAS No. 143, Accounting for Asset Retirement
Obligations. At December 31, 2004 the Company believes that its asset retirement obligations are insignificant.

Future minimum rental payments under non-cancelable operating leases (with initial or remaining lease terms in excess of one year and
excluding contracted vehicle maintenance costs) were as follows as of December 31, 2004:

Year Ending December 31, (in millions)

Edgar Filing: PILGRIMS PRIDE CORP - Form S-4/A

Table of Contents 248



2005 $ 16.2
2006 14.4
2007 11.5
2008 8.1
2009 6.2
Thereafter 16.5

$ 72.9

Total rental expense for operating leases, including contracted vehicle maintenance costs, is as follows (in millions):

Successor Company Predecessor Company

Period from
August 23
through

December 31, 2004

Period from
January 1 through

August
22,
2004

Year ended December 31,

    2003        2002    

$ 7.3 $ 16.5 $ 19.5 $ 16.1
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Litigation

The Company is subject to certain legal proceedings, claims, investigations and administrative proceedings in the ordinary course of its business.
In accordance with SFAS No. 5, Accounting for Contingencies, the Company makes a provision for a liability when it is both probable that the
liability has been incurred and the amount of the liability can be reasonably estimated. These provisions, if any, are reviewed at least quarterly
and adjusted to reflect the impacts of negotiations, settlements, rulings, advice of legal counsel, and other information and events pertaining to a
particular case. At December 31, 2004, and based on discussions with legal counsel, the Company was not involved in any material litigation.

Trust Guarantees

Pursuant to the Plan, the Company guarantees the payment of all PCT administrative claims in excess of $56 million. In addition, if the assets of
the RCT are inadequate to satisfy all of the allowed TLV claims in the RCT, the Company must pay such claims in full plus any accrued interest.
The Company also guarantees all eligible but unpaid non-TLV claims in the RCT up to a maximum of $15 million. The Plan limits the
combined RCT guarantee amounts of the TLV and non-TLV claims to no more than $137 million. FASB Interpretation No. 45 (FIN 45),
Guarantor�s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others, requires that
an entity issuing a guarantee must recognize, at the inception of the guarantee, a liability equal to the fair value of the guarantee. Based on the
estimates provided by the Trusts and the Company�s analysis the assets of the Trusts are sufficient to satisfy the claims against it; therefore, the
Company believes that the fair value of its guarantee liability as of August 23, 2004 was not significant. In accordance with SFAS 5 Accounting
for Contingencies, the Company deemed remote the likelihood that a liability existed as of December 31, 2004 to satisfy the trust claims.
However, if the assets of the Trust prove insufficient to pay the claims in the future, the Company could be required to satisfy the guarantees.

13. Income Taxes

The Company is subject to United States federal, state, local and foreign income taxes. The domestic and foreign components of income (loss)
from continuing operations before provision (benefit) for income taxes were as follows (in millions):

Successor
Company Predecessor Company

Period from
August 23,
through

December 31,

2004

Period from
January

1,
through

August
22,

Year ended
December 31,

2003 2002
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2004

Domestic $ 1.5 $ 62.6 $ (262.7) $ 67.2
Foreign 4.8 14.8 (2.2) 3.7

$ 6.3 $ 77.4 $ (264.9) $ 70.9
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The Company�s income tax provision (benefit) from continuing operations consists of the following (in millions):

Successor
Company Predecessor Company

Period from
August 23,
through

December 31,

2004

Period from

January
1,

through

August
22,

2004

Year ended
December 31,

2003 2002

Current:
Federal $ 6.5 $ 4.6 $ 13.7 $ 23.3
State 1.9 1.1 3.1 5.1
Foreign 2.4 �  �  1.6

Total current tax provision 10.8 5.7 16.8 30.0

Deferred:
Federal (5.8) 11.8 (12.5) 0.5
State (1.2)        5.2 (2.7) 0.1
Foreign (0.9) 4.0 (1.3) 0.8

Total deferred tax (benefit) provision (7.9) 21.0 (16.5) 1.4

Income tax provision $ 2.9 $ 26.7 $ 0.3 $ 31.4

Total income tax provision differs from the expected income tax provision computed by applying the U.S. federal statutory corporate income tax
rate to income (loss) from continuing operations before income taxes as follows (in millions):

Successor
Company Predecessor Company

Period from
August 23,
through

Period from
January

1,

Year ended
December 31,
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December 31,

2004

through

August
22,

2004

2003 2002

Expected federal income tax provision at the statutory rate $ 2.2 $ 27.1 $ (92.7) $ 24.8
Increase (decrease) resulting from:
State income taxes, net of federal benefit 0.4 4.1 0.3 3.3
Non-deductible goodwill impairment �  �  93.8 1.0
Exclusion of cancellation of debt income �  (1.3) �  �  
Effect of foreign operations (0.8)        4.0 (1.3) 1.9
Change in valuation allowances 0.7 (4.2) �  (0.1)
Adjustment to estimated tax accruals �  (2.8) �  �  
Other, net 0.4 (0.2) 0.2 0.5

Income tax provision $ 2.9 $ 26.7 $ 0.3 $ 31.4
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Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The tax effects of significant temporary differences which comprise deferred tax
assets and liabilities are as follows (in millions):

Successor Company
Predecessor
Company

December 31,
2004

August 23,
2004

December 31,
2003

Deferred tax assets:
Net operating loss carryforwards $ �  $ �  $ 4.7
Employee benefits, including post-retirement benefits 17.9 14.7 7.5
Trade and other receivables 3.3 �  2.1
Goodwill and intangibles 0.1 0.2 7.8
Self-insurance reserve 4.7 9.3 1.7
Other 1.6 0.7 2.1

Subtotal 27.6 24.9 25.9
Less: valuation allowance (0.7) �  (4.2)

Net deferred tax assets 26.9 24.9 21.7

Deferred tax liabilities:
Inventories 20.3 21.6 23.2
Trade and other receivables �  3.6 �  
Property and equipment 12.0 12.5 3.8
Deferred income 2.3 2.8 �  
Deferred debt issuance costs 2.5 2.7 �  
Other 3.5 3.6 4.4

Total deferred tax liabilities 40.6 46.8 31.4

Total net deferred tax liability $ (13.7) $ (21.9)          $ (9.7)

The net deferred tax assets (liabilities) as presented in the accompanying consolidated balance sheets are as follows (in millions):

Successor Company
Predecessor
Company
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December 31,
2004

August 23,
2004

December 31,
2003

Net current deferred taxes $ (14.4) $ (21.6)          $ (18.9)
Net non-current deferred taxes 0.7 (0.3) 9.2

Net deferred tax liabilities $ (13.7) $ (21.9) $ (9.7)

In assessing the potential realization of deferred tax assets, management considers whether it is more likely than not that some portion or all of
the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable
income during the periods in which those temporary differences become deductible. The Company considers the scheduled reversal of deferred
tax liabilities, projected future income and tax planning strategies in making this assessment. At each balance sheet date, a valuation allowance
has been established against the deferred tax assets based on management�s assessment whether it is more likely than not that these deferred tax
assets would not be realized. Prior to emergence the Company had a valuation allowance of $4.2 million, primarily related to limitations on net
operating loss carry-forwards, which was utilized as part of the applicable Fresh-Start accounting adjustments. As of December 31, 2004, the
Company had a valuation allowance of $0.7 million related to foreign tax credits, which will expire in 2014.
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Deferred tax assets and liabilities as reflected at August 23, 2004 in connection with the application of fresh-start accounting are based on
management�s best estimate of the tax filing position as probable of being accepted by the applicable taxing authorities. The Company intends to
take an alternative position on future tax returns. Based on this alternative tax filing position, the Company has taken deductions on its current
period tax return that may be challenged by the taxing authorities. Although management believes that the Company�s tax filing position will
more likely than not be sustained in the event of an examination by applicable taxing authorities and would contest any proposed adjustment
vigorously, the outcome of such matters can not be predicted with certainty. As such, the Company has accrued approximately $1.8 million in
other tax liabilities on the accompanying December 31, 2004 consolidated balance sheet for this contingency.

14. Earnings Per Share

The following table sets forth the computation of basic and diluted net earnings (loss) per share (in millions, except per share amounts):

Successor
Company Predecessor Company

Period from
August 23,
through

December 31,

2004

Period from
January

1,
through
August
22,

2004

Year ended
December 31,

2003 2002

Net income (loss) $ 3.4 $ 50.7 $ (268.0) $ 39.8

Basic weighted-average shares outstanding 9.8 9.8 9.8 9.8
Dilutive common equivalent shares:
Unvested restricted stock �  �  �  �  
Stock options �  �  �  �  
Tranche B warrants �  �  �  �  
Class 6(b) warrants �  �  �  �  

Diluted weighted-average shares outstanding 9.8 9.8 9.8 9.8

Basic earnings (loss) per share $ 0.35 $ 5.17 $ (27.35) $ 4.06

Diluted net earnings (loss) per share $ 0.35 $ 5.17 $ (27.35) $ 4.06
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Upon emergence from the Fleming bankruptcy, all common stock equivalents of the Predecessor Company were cancelled. As such, basic and
diluted earnings (loss) per share for the Predecessor Company were computed using the Successor Company�s capital structure for comparative
purposes only. As of December 31, 2004, the unvested restricted stock, stock options, Tranche B warrants and Class 6(b) warrants were
excluded from the calculation of diluted earnings per share because their inclusion would have had an anti-dilutive impact.

15. Stock-Based Compensation Plans

On the Effective Date, the Company established the 2004 Long-Term Incentive Plan (2004 LTIP), a stock-based compensation plan with two
components consisting of 1,114,444 stock options and 200,000 restricted stock, which are described below. The Company accounts for its
stock-based compensation plans using the fair value method as prescribed in SFAS No. 123, whereby stock-based compensation cost is
measured at the grant date based on the fair value of the award and is recognized as expense over the vesting period. Total stock-based
compensation cost recognized on the accompanying consolidated statement of operations was $0.9 million during the period from August 23,
2004 to December 31, 2004. There was no stock-based compensation plan in place prior to August 23, 2004, therefore the stock-based
compensation cost was $0 for the period from January 1, 2004 through August 22, 2004 and for the years ended December 31, 2003 and
December 31, 2002.
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Stock Options

Under the Company�s 2004 LTIP, the Company�s Board of Directors is authorized to grant options to its employees to purchase up to 1,114,444
shares of common stock. For each option, the exercise price must equal the fair value of the Company�s common stock on the date of grant and
carries a term of seven years. One third of the option shares vest on the first anniversary of the vesting commencement date and the remaining
shares vest in equal monthly installments over the two year period following the first anniversary of the vesting commencement date.

Under the Company�s 2004 Directors Equity Incentive Plan (2004 Directors� Plan), the Company�s Board of Directors may from time to time grant
options to non-employee board members to purchase up to 7,500 shares of the Company�s common stock in aggregate. On the Effective Date, a
total of 30,000 options to purchase common stock were granted to the non-employee Directors of the Company. This plan has terms and vesting
requirements similar to those of the 2004 LTIP, except options vest quarterly under the 2004 Directors� Plan versus monthly vesting under the
2004 LTIP.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing model. The following assumptions
were used for option grants made during the period from August 23, 2004 to December 31, 2004: expected life of four years, a risk free interest
rate of 3.0%, expected volatility of 30%, and an expected dividend yield of zero. Based on the Black-Scholes option pricing model, the
weighted-average grant date fair value per option granted from August 23, 2004 to December 31, 2004 was $4.39. Total stock-based
compensation cost recognized from stock option awards totaled $0.5 million during the period from August 23, 2004 through December 31,
2004.

Stock option activity for the period from August 23, 2004 to December 31, 2004 is summarized below:

Number of Option
Shares

Weighted Average
Exercise Price

(a)

Outstanding at August 23, 2004 �  $ �  
Options granted 1,090,422 15.50
Options exercised �  �  
Options canceled �  �  

Outstanding at December 31, 2004 1,090,422 $ 15.50

(a) As determined pursuant to the Plan.
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The following table summarizes information about stock options outstanding at December 31, 2004:

Options Outstanding Options Exercisable

Exercise
Prices

Number Option
Shares

Weighted-Average
Remaining

Contractual Life

Weighted-
Average
Exercise
Price

Number Option
Shares

Weighted-Average
Exercise Price

$ 15.50 1,090,422 6.67 years $ 15.50 �  �  

Restricted Stock Awards

The 2004 LTIP provides for the granting of 200,000 shares of restricted common stock to officers and key employees. Restricted common stock
issued under the 2004 LTIP generally vests over three years, with a one-year cliff vesting, followed by vesting ratably over the remaining 24
months. In August 2004, pursuant to the Plan, the Company granted 190,876 shares of common stock with a fair-value of $15.50 per share, as
determined
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pursuant to the Plan. None of the restricted common shares were vested as of December 31, 2004. Upon the issuance of the restricted common
shares, the Company recorded deferred stock-based compensation totaling $3.0 million, which approximates the fair value of the restricted
common shares on the date of grant. This deferred stock-based compensation is being recognized ratably over the three-year vesting period of
the restricted common shares using the straight-line method. Total compensation costs recognized from restricted stock awards totaled $0.4
million during the period from August 23, 2004 through December 31, 2004. There was no stock-based compensation plan in place prior to
August 23, 2004, therefore there were no restricted stock awards granted during the period from January 1, 2004 through August 22, 2004 and
for the years ended December 31, 2003 and December 31, 2002.

16. Employee Benefit Plans

Pension Plans

The Predecessor Company sponsored a qualified defined-benefit pension plan and a post-retirement benefit plan for employees hired before
September 1986. There have been no new entrants to the pension or post retirement benefit plans after those benefit plans were frozen on
September 30, 1989. As part of the Plan, these pension and post-retirement benefit plans remained in place after the Effective Date, and the
Successor Company will continue to honor these plans.

Pursuant to the Plan, on the Effective Date, the Company was assigned the obligation for three former Fleming defined-benefit pension plans,
which represented approximately $3.9 million in net pension obligations. This amount was included in the reorganization adjustments, (See Note
3�Fresh-Start Accounting to the consolidated financials) as of August 23, 2004 and is included in accrued liabilities and pension liabilities in the
accompanying consolidated balance sheets as of December 31, 2004 and August 23, 2004. The Predecessor Company�s frozen pension benefit
plan and post-retirement benefit plan and the three former Fleming pension plans are collectively referred to as the Pension Plans.

In December 2003, the FASB issued SFAS No. 132 (Revised 2003), Employer�s Disclosures about Pensions and Other Postretirement
Benefits, which enhanced the required disclosures about pension plans and other postretirement benefit plans, but did not change the
measurement or recognition principles for those plans. The Company adopted the provisions of SFAS No. 132R on January 1, 2004, the
�measurement date�. The statement requires additional annual disclosures about assets, obligations, cash flows, and net periodic benefit costs of
defined benefit pension plans and other defined benefit postretirement plans.
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The following tables provide a reconciliation of the changes in the Pension Plans� benefit obligations and fair value of assets over the two-year
period ending December 31, 2004, and a statement of the funded status for the period from August 23, 2004 to December 31, 2004, the period
from January 1, 2004 to August 22, 2004 and for the year ended December 31, 2003 (in millions):

Pension Benefits Other Post-retirement Benefits

Successor Company
Predecessor
Company Successor Company

Predecessor
Company

December 31,
2004

August 23,
2004

December 31,
2003

December 31,
2004

August 23,
2004

December 31,
2003

Change in benefit obligation:
Obligation at beginning of period $ 37.0 $ 17.4 $ 16.8 $ 3.7 $ 3.6 $ 3.3
Service cost �  �  �  �  �  0.1
Interest cost 0.8 0.7 1.1 0.1 0.2 0.2
Participant contributions �  �  �  �  �  �  
Actuarial loss 2.0 0.7 0.6 0.1 �  0.2
Benefit payments (0.9) (0.8) (1.1) (0.1) (0.1) (0.2)
Assignment of Fleming plans �  19.0 �  �  �  �  

Benefit obligation at end of period $ 38.9 $ 37.0 $ 17.4 $ 3.8 $ 3.7 $ 3.6

Change in Pension Plan Assets:
Fair value of pension plan assets at
beginning of period $ 27.5 $ 13.0 $ 12.4 $ 0.0 $ 0.0 $ 0.0
Actual return on plan assets 1.2 0.2 1.4 �  �  �  
Employer contributions 0.9 �  0.3 0.1 0.1 0.2
Participant contributions �  �  �  �  �  �  
Benefit payments (0.9) (0.8) (1.1) (0.1) (0.1) (0.2)
Assignment of Fleming plans �  15.1 �  �  �  �  

Fair value of pension plan assets at
end of period $ 28.7 $ 27.5 $ 13.0 $ 0.0 $ 0.0 $ 0.0

Funded Status:
Funded status ($10.2) ($9.5) ($4.4) ($3.8) ($3.7) ($3.6)
Unrecognized gain (loss), net 1.5 �  1.7 0.1 �  0.8

Net amount recognized ($8.7) ($9.5) ($2.7) ($3.7) ($3.7) ($2.8)
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The following table discloses the amounts recognized in the Company�s consolidated balance sheets (in millions):

Pension Benefits Other Post-retirement Benefits

Successor Company
Predecessor
Company Successor Company

Predecessor
Company

December 31,
2004

August 23,
2004

December 31,
2003

December 31,
2004

August 23,
2004

December 31,
2003

Accrued benefit cost $ 10.2 $ 9.5 $ 4.4 $ 3.7 $ 3.7 $ 2.8
Less: Accumulated other
comprehensive income 1.5 �  1.7 �  �  �  

Net amount recognized $ 8.7 $ 9.5 $ 2.7 $ 3.7 $ 3.7 $ 2.8

The following table provides information for Pension Plans with an accumulated benefit obligation in excess of plan assets (in millions):

Successor Company
Predecessor
Company

December 31,
2004

August 23,

2004

December 31,
2003

Projected benefit obligation $ 38.9 $ 37.0 $ 17.4
Accumulated benefit obligation 38.9 37.0 17.4
Net amount recognized 28.7 27.5 13.0

The following table provides components of the net periodic pension cost (in millions):

Successor Company Predecessor Company

Period from Period from Year ended
December 31,
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August 23,
through

December 31,
2004

January
1,

through

August
22,
2004

2003 2002

Interest cost $ 0.8 $ 0.7 $ 1.1 $ 1.1
Expected return on plan assets (0.7) (0.6) (0.9) (1.0)
Amortization of net actuarial loss �  �  �  0.2

Net periodic benefit cost $ 0.1 $ 0.1 $ 0.2 $ 0.3

The following table provides components of the net periodic other benefit cost (in millions):

Successor Company Predecessor Company

Period from

August 23,
through

December 31,
2004

Period from

January
1,

through

August
22,
2004

Year ended
December 31,

2003 2002

Service cost $ �  $ �  $ 0.1 $ �  
Interest cost 0.1 0.2 0.2 0.2

Net periodic other benefit cost $ 0.1 $ 0.2 $ 0.3 $ 0.2
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The increase in minimum liability included in other accumulated comprehensive income is as follows (in millions):

Successor
Company Predecessor Company

Period from

August 23, to
December 31,

2004

Period from
January 1, through

August 22, 2004

Year ended December 31,

2003 2002

$1.5        $ �  $0.1 $1.0

The prior-service costs are amortized on a straight-line basis over the average remaining service period of active participants. Gains and losses in
excess of 10% of the greater of the benefit obligation and market-related value of assets are amortized over the average remaining service period
of active participants.

The weighted-average assumptions used in the measurement of the Company�s benefit obligations are shown in the following table:

Pension Benefits Other Post-retirement Benefits

Successor Company
Predecessor
Company Successor Company

Predecessor
Company

December 31,
2004

August 23,
2004

December 31,
2003

December 31,
2004

August 23,
2004

December 31,
2003

Discount rate 5.50% 6.00%    6.25% 5.75% 6.00%    6.25%
Rate of compensation
increase �  �  �  �  �  �  

The weighted-average assumptions used in the measurement of net periodic benefit costs are shown in the following table:

Pension Benefits Other Post-retirement Benefits
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Successor Company
Predecessor
Company Successor Company

Predecessor
Company

December 31,
2004

August 23,
2004

December 31,
2003

December 31,
2004

August 23,
2004

December 31,
2003

Discount rate 6.00% 6.25%    6.75% 6.00% 6.25%    6.75%
Expected return on assets 7.50% 7.50% 7.50% �  �  �  
Rate of compensation
increase �  �  �  �  �  �  

Assumed health care trend rates for the post-retirement benefit plans are as follows:

Successor Company
Predecessor
Company

December 31,
2004

August 23,
2004

December 31,
2003

Assumed rate for next year 11.00% 11.00%            11.00%
Ultimate rate 5.00% 5.00% 5.00%
Year that ultimate rate is reached 2010 2010 2010
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Assumed health care cost trend rates have a significant effect on the amounts reported for the post-retirement health care plans. A 1% change in
assumed health care cost trend rates would have the following effects (in millions):

1% Increase 1% Decrease

Effect on total of service and interest cost components of net periodic
postretirement health care benefit cost $ �  $ �  
Effect on the health care component of the accumulated postretirement
benefit obligation $ 0.3 $ 0.6

The Company uses a building block approach in determining the overall expected long-term return on assets. Under this approach, a weighted
average expected rate of return is developed based on historical returns for each major asset class and the proportion of assets of the class held
by the Pension Plans. After determining the weighted average in this manner, the Company reviews the result and may make adjustments to
reflect expectations of future rates of return that differ from those experienced in the past.

The Company selects the assumed discount rate(s) for each benefit plan as the rate at which the benefits could be effectively settled as of the
measurement date. In selecting an appropriate rate the Company refers to current yields on Moody�s Aa rate investment plus approximately 25
basis points.

Core-Mark�s Pension Plan weighted-average asset allocations by asset category are as follows:

Successor Company
Predecessor
Company

Asset Category

December 31,
2004

August 23,
2004

December 31,
2003

Equity securities 42% 53%            43%
Debt securities 52% 23% 54%
Insurance contracts 0% 0% 0%
Common collective funds 2% 11% 0%
Other 4% 13% 3%

100% 100% 100%
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The Company implemented new investment guidelines in 2005. The Company�s new asset allocation ranges are: 0-20% cash, 50-70% equity,
and 30-50% fixed income. In addition to asset allocation, the Company�s investment guidelines set forth the requirement for diversification
within asset class, types and classes for investment prohibited and permitted, specific indices to be used for benchmark in investment decisions,
and criteria for individual security.

The Company contributed $0.9 million, $0.0 million and $0.3 million to its pension benefit plan for the period from August 23, 2004 through
December 31, 2004, for the period from January 1, 2004 through August 22, 2004 and for the year ended December 31, 2003, respectively.

The Company contributed $0.1 million, $0.1 million and $0.2 million to its post-retirement benefit plan for the period from August 23, 2004
through December 31, 2004, for the period from January 1, 2004 through August 22, 2004 and for the year ended December 31, 2003,
respectively.

The Company expects to make 2005 contributions of $1.9 million and $0.2 million, respectively, for pension and other post-retirement benefits.
However, the Company may reassess planned contributions to its benefit plans based on the Company�s 2005 results.
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Estimated future benefit payments reflecting future service are as follows (in millions):

Year ended December 31, Pension
Other

Postretirement

2005 $ 2.6 $ 0.2
2006 2.5 0.2
2007 2.5 0.2
2008 2.6 0.2
2009 2.6 0.2
2010 through 2014 13.5   1.4

Savings Plans

The Company maintains defined contribution plans in the United States, subject to Section 401(k) of the Internal Revenue Code, and in Canada,
subject to the Department of National Revenue Taxation Income Tax Act. Eligible U.S. employees may elect to contribute on a tax-deferred
basis from 1% to 75%, of their compensation to a maximum of $14,000. In Canada, employees may elect to contribute from 1% to 18% of their
compensation to a maximum of $16,500 Canadian dollars. A contribution of up to 6% is considered to be a basic contribution and the Company
may make a discretionary matching contribution of $0.50 for each dollar of a participant�s basic contribution. As a result of the bankruptcy, the
Company�s cash contributions were suspended during the year ended December 31, 2003 through emergence on August 23, 2004. However,
beginning in August 23, 2004, the Company resumed accruing a matching contribution and made its first cash payment since emergence in early
2005.

17. Segment and Geographic Information

Core-Mark is one of the largest wholesale distributors to the convenience retail industry in North America, providing sales and marketing,
distribution and logistics services to customer locations across the United States and Canada. The Company distributes consumable goods
including cigarettes, tobacco, candy, snacks, fast food, grocery products, non-alcoholic beverages, general merchandise and health and beauty
care products to customers in approximately in 37 states and five Canadian provinces. The Company services a variety of store formats,
including traditional convenience stores, mass merchandise stores, grocery stores, drug stores, liquor stores, gift shops, specialty stores and other
stores that carry convenience products.
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The Company has identified two reportable segments, United States and Canada, based on the differing economic characteristics of each.
Accounting policies for measuring segment assets and earnings before income taxes are substantially consistent with those described in Note
2�Summary of Significant Accounting Policies to the consolidated financial statements. For management reporting purposes, the Company
evaluates business segment performance before income taxes and other items that do not reflect the underlying business performance.
Inter-segment revenues are not significant and no single customer accounted for 10% or more of the Company�s total revenues. Information
about the Company�s operations by business segment and geographical location is as follows (in millions):

Successor Company Predecessor Company

Period from
August 23
through

December 31,
2004

Period
from

January 1 through
August
22, 2004

Year ended
December 31,

2003 2002

Net sales:
United States $ 1,186.9 $ 2,079.2 $ 3,461.3 $ 3,999.4
Canada 355.2 583.7 853.7 655.2
Corporate adjustments and eliminations 7.2 10.2 9.3 7.5

Total $ 1,549.3 $ 2,673.1 $ 4,324.3 $ 4,662.1

Income (loss) from continuing operations before
income taxes:
United States $ (0.8)          $ (5.2) $ (11.1) $ 34.9
Canada 3.3 (1.6) (0.6) 4.9
Corporate adjustments and eliminations 3.8 84.2 (253.2) 31.1

Total $ 6.3 $ 77.4 $ (264.9) $ 70.9

Interest expense:
United States $ 10.0 $ 17.5 $ 15.8 $ 14.4
Canada 0.2 0.5 (0.3) (0.6)
Corporate adjustments and eliminations (5.4) (13.6) (10.1) (5.6)

Total $ 4.8 $ 4.4 $ 5.4 $ 8.2

Depreciation and amortization:
United States $ 3.1 $ 5.7 $ 7.0 $ 7.1
Canada 0.2 0.4 0.7 0.6
Corporate adjustments and eliminations 1.4 0.9 2.2 4.5

Total $ 4.7 $ 7.0 $ 9.9 $ 12.2
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Identifiable assets by geographic area:

Successor Company Predecessor Company

As of

December 31, 2004

As of

August 23, 2004

As of

December 31,
2003

Identifiable assets:
United States $ 421.2 $ 420.1 $ 401.4
Canada 82.4 97.1 112.4

Total $ 503.6 $ 517.2 $ 513.8
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18. Subsequent Events

Redemption of Tranche B Notes

In February 2005, the Company redeemed $10.0 million in outstanding Tranche B Notes, the maximum amount permitted under the Tranche B
Note Agreement and the revolving credit facility. Subsequently the Company received a consent agreement from the revolving credit lenders,
permitting it to prepay an additional $5.0 million of the Tranche B Notes in April 2005 which it did. In August 2005, as permitted under the
Tranche B Note Agreement, the Company prepaid an additional $15.0 million in outstanding Tranche B Notes. Each of these prepayments were
also in compliance with terms contained in the Company�s revolving credit facility, as amended.

2005 Stock Plan

In February 2005, the Company adopted the 2005 Long Term Incentive Plan (2005 LTIP). Under the 2005 LTIP, the number of shares of
common stock issuable is limited to a number of shares having a market value of $5.5 million, based on the average closing price of our
common stock over the eleventh through twentieth trading days following the date that the common stock becomes listed for quotation on the
NASDAQ National Market. Each share of restricted stock vests as follows: one third of the options or shares of restricted stock vest on the first
anniversary of the vesting commencement date and the remaining shares vest in equal monthly installments over the two year period following
the first anniversary of the vesting commencement date. In February 2005, the Compensation Committee and the Board of Directors approved
the grant of restricted stock units having a value of approximately $5.0 million and a vesting commencement date of February 1, 2005. It is
anticipated that such grants will be made in the fourth quarter of 2005. The Board of Directors determined that the balance of approximately
$0.5 million available for grants under the 2005 Plan should be reserved for possible future issuance.

2005 Directors� Equity Incentive Plan

The Company adopted the 2005 Directors Equity Incentive Plan (2005 Directors Plan) to be effective in August 2005. The 2005 Directors Plan
permits granting of non-qualified stock options to non-employee directors. The terms of the 2005 Directors Plan are substantially similar to the
2004 Directors Plan other than:

� there are 15,000 shares available for issuance;

� any one participant may not receive more than 50% of the total number of shares authorized under the 2005 Directors Plan in any
calendar year;
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� the options to purchase shares of common stock granted on August 12, 2005, under the 2005 Directors Plan have an exercise price of
$27.03, the fair value of a share of our common stock as determined by the Board of Directors as provided in this plan on the basis of
the average trading price of our common stock over the twenty trading days ending two trading days prior to the date of grant.

� the options vest over three years, of which one third will vest on August 12, 2006, and the remaining options will vest in equal
quarterly installments over the two year period commencing on August 12, 2006, for each consecutive quarter that the grantee remains
a director.
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CONSOLIDATED INTERIM BALANCE SHEETS

(In millions, except share data)

June 30,
2005

December 31,
2004

(Unaudited)
Assets

Current assets:
Cash and cash equivalents $ 35.5 $ 26.2
Restricted cash 13.2 12.1
Accounts receivable, net of allowance for doubtful accounts of $7.1 and $7.7, respectively 146.3 131.7
Other receivables, net 24.0 34.8
Inventories, net 184.0 186.3
Deposits and prepayments 44.1 38.7

Total current assets 447.1 429.8
Property and equipment, net 40.1 41.3
Deferred income taxes 1.4 0.7
Other non-current assets, net 32.8 31.8

Total assets $ 521.4 $ 503.6

Liabilities and Stockholders� Equity
Current liabilities:
Accounts payable $ 66.2 $ 61.2
Cigarette and tobacco taxes payable 58.0 49.0
Accrued liabilities 63.9 60.5
Income taxes payable 7.9 14.4
Deferred income taxes 14.0 14.4

Total current liabilities 210.0 199.5
Long-term debt 77.1 77.5
Other tax liabilities 1.0 1.8
Claims liabilities, net of current portion 47.5 46.3
Pension liabilities 11.4 11.4

Total liabilities 347.0 336.5

Stockholders� equity:
Common stock; $0.01 par value (50,000,000 shares authorized, 9,815,375 and 9,815,375 shares
issued and outstanding at June 30, 2005 and December 31, 2004, respectively) 0.1 0.1
Additional paid-in capital 168.9 168.9
Deferred stock-based compensation (4.8) (6.8)
Retained earnings 9.2 3.4
Accumulated other comprehensive income 1.0 1.5

Total stockholders� equity 174.4 167.1

Total liabilities and stockholders� equity $ 521.4 $ 503.6
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The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED INTERIM STATEMENTS OF OPERATIONS

(In millions, except per share data)

(Unaudited)

Successor
Company

Predecessor
Company

Six months ended
June 30, 2005

Six months ended
June 30, 2004

Net sales (a) $ 2,347.9 $ 2,036.3
Cost of goods sold (a) (b) 2,212.0 1,922.1

Gross profit 135.9 114.2

Warehousing and distribution expenses 65.4 59.1
Selling, general and administrative expenses 53.0 47.4
Amortization of intangible assets 0.5 �  

Total operating expenses 118.9 106.5

Income from operations 17.0 7.7

Interest expense, net 6.2 3.8
Reorganization items, net �  1.7
Amortization of debt issuance costs 0.5 �  

Income before income taxes 10.3 2.2

Provision for income taxes 4.5 0.8

Net income $ 5.8 $ 1.4

Basic income per common share $ 0.59 $ 0.14

Diluted income per common share $ 0.56 $ 0.14

Basic weighted average shares 9.8 9.8
Diluted weighted average shares 10.4 9.8

(a) State and provincial cigarette and tobacco excise taxes paid by the Company are included in both sales and cost of goods sold and totaled
$547.3 and $464.6, respectively.

(b) Cost of goods sold excludes depreciation and amortization expense attributable to distribution assets of $3.0 and $2.7, respectively, that
have been included in warehousing and distribution expenses.
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The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS

(In millions)

(Unaudited)

Successor
Company

Predecessor
Company

Six months ended
June 30, 2005

Six months ended
June 30, 2004

Cash flows from operating activities:
Net income $ 5.8 $ 1.4
Adjustments to reconcile net income to net cash provided by (used in)
operating activities:
LIFO and inventory reserves 3.2 2.1
Amortization of stock-based compensation expense 2.0 �  
Allowance for doubtful accounts (0.6) 1.5
Depreciation and amortization 7.2 5.6
Deferred income taxes (1.1) 0.4
Changes in operating assets and liabilities:
Restricted cash (1.1) (1.8)
Accounts receivable (13.7) (11.5)
Other receivables 10.8 6.0
Inventories (0.5) 41.7
Deposits, prepayments and other non-current assets (8.7) (6.3)
Accounts payable 6.7 0.4
Cigarette and tobacco taxes payable 8.5 (10.3)
Liabilities subject to compromise �  (28.1)
Pension, claim and other accrued liabilities and income taxes payable (2.9)                  5.8

Net cash provided by operating activities 15.6 6.9

Cash flows from investing activities:
Additions to property and equipment (3.4) (4.7)

Net cash used in investing activities (3.4) (4.7)

Cash flows from financing activities:
Borrowing under line of credit 1,939.7 �  
Repayments under line of credit (1,925.4) �  
Principal payments on long-term debt (15.0) �  
Net capital distributions from Fleming Companies, Inc.  �  13.5
Decrease in cash provided by checks drawn in excess of bank balances (1.7) (0.9)

Net cash (used in) provided by financing activities (2.4) 12.6

Effects of changes in foreign exchange rates (0.5) (0.6)
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Increase in cash 9.3 14.2
Cash and cash equivalents, beginning period 26.2 31.1

Cash and cash equivalents, end of period $ 35.5 $       45.3

Supplemental disclosures:
Cash paid during the period for:
Income taxes $ 12.3 $ �  
Interest $ 0.1 $ �  
Payments made in conjunction with Chapter 11 reorganization:
Professional fees $ �  $ 0.9

The accompanying notes are an integral part of these consolidated financial statements.
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(Unaudited)

1. Summary Company Information and Emergence from Bankruptcy

Core-Mark is a broad-line, full service wholesale distributor of packaged consumer products to the convenience retail industry in the United
States and Canada, with revenues generated from the sale of cigarettes, tobacco products, candy, food, health and beauty aids and other general
merchandise.

In June 2002, Fleming Companies, Inc. (Fleming) acquired Core-Mark. On April 1, 2003 (the Petition Date), Fleming and its subsidiaries
(collectively, the Debtors) filed for bankruptcy protection under Chapter 11 of the United States Bankruptcy Code in the state of Delaware.

On July 27, 2004, (the Confirmation Date), the bankruptcy court confirmed Fleming�s Plan of Reorganization, as amended and revised (the Plan).
The Plan provided for the reorganization of the Debtors with Core-Mark surviving as an operating entity.

Upon emergence from the Fleming bankruptcy on August 23, 2004 (the Effective Date), Core-Mark reflected the terms of the Plan in its
consolidated financial statements applying the provisions of the American Institute of Certified Public Accountants Statement of Position 90-7,
Financial Reporting by Entities in Reorganization under the Bankruptcy Code (SOP 90-7) with respect to financial reporting upon emergence
from bankruptcy (See Note 3�Fresh-Start Accounting to the consolidated financial statements).

2. Basis of Presentation

The interim financial information as of June 30, 2005 and for the six months ended June 30, 2005 and 2004 is unaudited. In the opinion of the
Company�s management, the unaudited interim consolidated financial statements have been prepared on the same basis as the audited
consolidated financial statements and include all adjustments (consisting of only normally recurring adjustments) necessary for the fair
presentation of its consolidated results of operations, financial position and cash flows. Results for the interim periods are not necessarily
indicative of results to be expected for the full year or any other future period.

Upon the Company�s emergence from the Fleming bankruptcy and pursuant to the fresh-start accounting rules, a new reporting entity, the
Successor Company, was deemed to be created and the recorded amounts of assets and liabilities were adjusted to reflect their estimated fair
values, based on independent valuations where applicable. The effective date of Core-Mark�s emergence from the Fleming bankruptcy was
August 23, 2004. All financial information after August 22, 2004 relates to the Successor Company. All financial information before August 23,
2004 relates to the Predecessor Company. Consequently, after giving effect to the reorganization and fresh-start accounting as required by SOP
90-7, the financial statements of the Successor Company are not comparable to those of the Predecessor Company.
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The significant accounting policies and certain financial information that are normally included in financial statements prepared in accordance
with accounting principles generally accepted in the United States, but which are not required for interim reporting purposes, have been omitted.
The accompanying unaudited consolidated financial statements should be read in conjunction with the Company�s audited financial statements
for the period from January 1, 2004 through August 22, 2004, and for the period from August 23, 2004 through December 31, 2004.

3. Inventories

Inventories consist of finished goods and include tobacco products, food and other products, and related consumable products held for re-sale
and are valued at the lower of cost or market. In the United States, cost is
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(Unaudited)

determined primarily on a last-in, first-out (LIFO) basis using producer price indices as determined by the Department of Labor. Under the LIFO
method, current costs of goods sold are matched against current sales. Inventories in Canada are valued on a first-in, first-out (FIFO) basis as
LIFO is not a permitted inventory valuation method in Canada.

Inventories consist of the following (in millions):

June 30,
2005

December 31,
2004

(unaudited)
Inventory at FIFO, net of reserves $ 189.0 $ 188.1
Less: LIFO reserve (5.0)            (1.8)

Inventory $ 184.0 $ 186.3

During periods of rising prices, the LIFO method of costing inventories generally results in higher current costs being charged against income
while lower costs are retained in inventories. Conversely, during periods of decreasing prices, the LIFO method of costing inventories generally
results in lower current costs being charged against income and higher stated inventories. The following table identifies the increase (decrease)
in cost of goods sold resulting from the change in the LIFO reserve (unaudited) (in millions):

Successor
Company

Predecessor
Company

For the
six

months
ended
June
30,
2005

For the
six

months
ended
June 30,
2004

$ 3.2 $ 2.1

4. Comprehensive Income (Loss)
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Comprehensive income (loss) consists of net income (loss), minimum pension liability adjustment and foreign currency translation adjustments.
The components of comprehensive income (loss) for the six months ended June 30, 2005 and June 30, 2004, respectively, are as follows
(unaudited) (in millions):

Successor
Company

Predecessor
Company

Six months ended
June 30, 2005

Six months ended
June 30, 2004

Components of comprehensive income (loss):
Net income (loss) $ 6.7 $ 1.4
Minimum pension liability adjustment, net of tax �  (0.5)
Foreign currency translation adjustment (0.6)                1.7

Total comprehensive income (loss) $ 6.1 $ 2.6

5. Long-term Debt

Revolving Credit Facility

During the six months ended June 30, 2005, the maximum amount of borrowing and letters of credit outstanding under the revolving credit
facility were $59.2 million and $38.7 million, respectively. For the six
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(Unaudited)

months ended June 30, 2005 we paid total unused facility fees of $0.4 million. As of June 30, 2005, the total borrowings outstanding under the
revolving credit facility were $59.2 million and letters of credit outstanding were $27.7 million. The weighted average interest rate for the six
months ended June 30, 2005 for the revolving credit facility was 5.4%. As of June 30, 2005, the Company was in compliance with all of its
covenants and had a net available borrowing capacity of approximately $88.7 million.

Tranche B Note Agreement

As of June 30, 2005, a total of $20.5 million in notes payable remained outstanding and letters of credit in the amount of $24.5 million were
issued and outstanding under the Tranche B Note Agreement. The interest rate on the Tranche B Notes was 14.7% at June 30, 2005. As of June
30, 2005, the Company was in compliance with all of its covenants under the Tranche B Note Agreement.

The Company�s long-term debt and outstanding letters of credit is as follows (in millions):

June 30,
2005

December 31,
2004

(Unaudited)
Revolving credit facility $ 59.2 $ 45.0
Tranche B notes payable 20.5 35.5

Subtotal 79.7 80.5
Less: Debt discount (2.6) (3.0)

Subtotal 77.1 77.5
Less: Current portion of long-term debt �  �  

Total long-term debt, net of current portion $ 77.1 $ 77.5

Letters of credit outstanding $ 52.2 $ 61.2

6. Income Taxes
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The Company is subject to United States federal, state, local and foreign income taxes and accounts for income taxes under an asset and liability
approach that requires the recognition of deferred tax assets and liabilities for the expected future tax consequences of events that have been
recognized in the Company�s financial statements or tax returns. Deferred tax assets and liabilities are measured using enacted tax rates expected
to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled.

In assessing the potential realization of deferred tax assets, the Company considers whether it is more likely than not that some portion or all of
the deferred tax assets will not be realized. At each balance sheet date, a valuation allowance has been established against the deferred tax assets
based on management�s assessment whether it is more likely than not that these deferred tax assets would not be realized.

As of June 30, 2005, after taking into account a valuation allowance of $1.0 million, the Company had a net deferred tax liability of $12.6
million, of which an amount of $14.0 million is shown as a current deferred tax liability and $1.4 million as a non-current deferred tax asset in
the consolidated balance sheet. The effective income tax rates for the six months ended June 30, 2005 and 2004 are based on the federal
statutory income tax
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(Unaudited)

rate, adjusted by the effect of state income taxes, net of federal benefit, changes in valuation allowances, effect of foreign operation and other
permanent items.

7. Earnings Per Share

The following table sets forth the computation of basic and diluted net income (loss) per share (unaudited) (in millions, except per share
amounts):

Successor
Company

Predecessor
Company

For the six
months ended

June 30,
2005

For the six
months ended

June 30,
2004

Net income $ 5.8 $ 1.4

Basic weighted-average shares outstanding 9.8 9.8
Dilutive common equivalent shares:
Unvested restricted stock 0.2 �  
Stock options 0.3 �  
Class 6 (b) warrants 0.1 �  
Tranche B warrants �  �  

Diluted weighted-average shares outstanding 10.4 9.8

Basic net income per share $ 0.59 $ 0.14

Diluted net income per share $ 0.56 $ 0.14

8. Stock-Based Compensation Plans

The Company accounts for its stock-based compensation plans using the fair value method as prescribed by Statement of Financial Accounting
Standards (SFAS) No. 123, Accounting for Stock based Compensation, whereby stock-based compensation cost is measured at the grant date
based on the fair value of the award and is recognized as expense over the vesting period. Total compensation cost recognized on the
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consolidated statement of operations for stock-based compensation awards was $2.0 million for the six months ended June 30, 2005. There were
no stock options granted during the six months ended June 30, 2005 and June 30, 2004.

In February 2005, the Company adopted the 2005 Long Term Incentive Plan (2005 LTIP). Under the 2005 LTIP, the number of shares of
common stock issuable is limited to a number of shares having a market value of $5.5 million, based on the average closing price of our
common stock over the eleventh through twentieth trading days following the date that the common stock becomes listed for quotation on the
NASDAQ National Market. Each share of restricted stock vests as follows: one third of the options or shares of restricted stock vest on the first
anniversary of the vesting commencement date and the remainder vest in equal monthly installments over the two year period following the first
anniversary of the vesting commencement date. In February 2005, the Compensation Committee and the Board of Directors approved the grant
of restricted stock units having a value of approximately $5.0 million and a vesting commencement date of February 1, 2005. It is anticipated
that such grants will be made in the fourth quarter of 2005. The Board of Directors determined that the balance of approximately $0.5 million
available for grants under the 2005 Plan should be reserved for possible future issuance.
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CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS�(Continued)

(Unaudited)

The following tables summarizes information about stock options activity and stock options outstanding as of and for the six months ended June
30, 2005 (unaudited):

Number
of

Option
Shares

Weighted
Average
Exercise
Price

Outstanding at December 31, 2004 1,090,422 $ 15.50
Options granted (unaudited) �  �  
Options exercised (unaudited) �  �  
Options canceled (unaudited) (6,321) 15.50

Outstanding at June 30, 2005 (unaudited) 1,084,101 15.50

Options Outstanding Options Exercisable

Exercise
Prices

Number
Option Shares

Weighted-
Average
Remaining

Contractual Life

Weighted-
Average

Exercise Price
Number of

Option Shares

Weighted-
Average
Exercise
Price

$15.50 1,084,101 6.17 years $ 15.50    $�  $�  

9. Employee Benefit Plans

The Company sponsors a qualified defined benefit pension plan and a post-retirement benefit plan for employees hired before September 1986.
There have been no new entrants to the pension or non-pension post retirement benefit plans after those benefit plans were frozen on September
30, 1989. Pursuant to the Plan, on the Effective Date, the Company was assigned the obligation for the three former Fleming defined-benefit
pension plans. The Predecessor Company�s frozen pension benefit plans and post-retirement benefit plan and the three former Fleming pension
plans are collectively referred to the Pension Plans.

The following tables provide the components of the net periodic pension and other post-retirement benefit costs for the six months ending June
30, 2005 and 2004 (unaudited) (in millions):
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Successor Company Predecessor Company

For the six months ended

June 30, 2005

For the six months ended

June 30, 2004

Pension
Benefits

Other
Post-

retirement
Benefit

Pension
Benefits

Other
Post-

retirement
Benefit

Service cost $ �  $ 0.0 $ �  $ �  
Interest cost 1.0 0.1 0.5 0.1
Expected return on plan assets (1.1) �  (0.4) �  
Amortization of:
Prior service cost �  �  �  �  
Net actuarial loss �  �  �  �  

Net periodic benefit (income) cost $ (0.1) $ 0.1 $ 0.1 $ 0.1

The Company contributed $0.6 million and $0.1 million, respectively, to its pension and other post-retirement benefit plans during the six
months ended June 30, 2005 compared to $0 million and $0.1 million, respectively, for the six months ended June 30, 2004.
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CORE-MARK HOLDING COMPANY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS�(Continued)

(Unaudited)

10. Segment and Geographic Information

Core-Mark is one of the largest wholesale distributors to the convenience retail industry in North America, providing sales and marketing,
distribution and logistics services to customer locations across the United States and Canada. The Company distributes consumable goods
including cigarettes, tobacco, candy, snacks, fast food, grocery products, non-alcoholic beverages, general merchandise and health and beauty
care products to customers in approximately in 37 states and five Canadian provinces. The Company services a variety of store formats,
including traditional convenience stores, mass merchandise stores, grocery stores, drug stores, liquor stores, gift shops, specialty stores and other
stores that carry convenience products.

The Company has identified two reportable segments, United States and Canada, based on the differing economic characteristics of each. For
management reporting purposes, the Company evaluates business segment performance before income taxes, and other items that do not reflect
the underlying business performance. Inter-segment revenues are not significant and no single customer accounted for 10% or more of the
Company�s total revenues. Information about the Company�s operations by business segment and geographic areas is as follows (unaudited) (in
millions):

Successor Company Predecessor Company

Six months
ended

June 30, 2005

Six months ended

June 30, 2004

Net sales:
United States $ 1,852.7 $ 1,585.5
Canada 483.6 442.8
Corporate adjustments and eliminations 11.6 8.0

Total $ 2,347.9 $ 2,036.3

Income (loss) before income taxes:
United States $ 11.2 $ (5.5)
Canada 4.1 (1.4)
Corporate adjustments and eliminations (5.0)                    4.3

Total $ 10.3 $ (2.6)

Interest expense:
United States $ 12.2 $ 13.2
Canada (0.7) 0.4
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Corporate adjustments and eliminations (5.3) (9.8)

Total $ 6.2 $ 3.8

Depreciation and amortization:
United States $ 5.2 $ 4.9
Canada 0.6 0.4
Corporate adjustments and eliminations 1.4 0.3

Total $ 7.2 $ 5.6

Identifiable assets by geographic area (unaudited) (in millions):

June 30,

2005

December 31,

2004

Identifiable assets:
United States $ 440.0 $ 421.2
Canada 81.4 82.4

Total $ 521.4 $ 503.6
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EXHIBITS

(b) The following exhibits are filed as part of this registration statement:

Exhibit
No. Description

    2.1 Third Amended and Revised Joint Plan of Reorganization of Fleming Companies, Inc. and its Subsidiaries Under Chapter 11 of
the Bankruptcy Code, dated May 25, 2004.

    3.1 Certificate of Incorporation of Core-Mark Holding Company, Inc.

    3.2 Amended and Restated Bylaws of Core-Mark Holding Company, Inc.

    4.1 Form of Class 6(B) Warrant

  10.1 2004 Long-Term Incentive Plan

  10.2 2004 Directors Equity Incentive Plan

  10.3 2005 Long-Term Incentive Plan

  10.4 2005 Directors Equity Incentive Plan

  10.5 Form of Indemnification Agreement for Officers and Directors

  10.6* Credit Agreement, dated August 20, 2004, among Core-Mark Holding Company, Inc., Core-Mark Holdings I, Inc., Core-Mark
Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark Midcontinent, Inc., Core-Mark
Interrelated Companies, Inc., Head Distributing Company, Inc. and Minter-Weisman Co., Inc, as Borrowers, the Lenders
Signatory Thereto from Time to Time as Lenders, General Electric Capital Corporation as Agent and Lender, Congress Financial
Corporation (Western) as Co-Syndication Agent and Lender, JP Morgan Chase Bank as Co-Syndication Agent and Lender, Bank
of America, N.A. as Co-Documentation Agent and Lender, Wells Fargo Foothill, LLC as Co-Documentation Agent and Lender,
and GE Canada Finance Holding Company as Canadian Lender with GECC Capital Markets Group, Inc. as Lead Arranger.

  10.7* First Amendment, dated September 24, 2004, to the Credit Agreement, dated August 20, 2004, among Core-Mark Holding
Company, Inc., Core-Mark Holdings I, Inc., Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International,
Inc., Core-Mark Midcontinent, Inc., Core-Mark Interrelated Companies, Inc., Head Distributing Company, Inc. and
Minter-Weisman Co., Inc, as Borrowers, the Lenders Signatory Thereto from Time to Time as Lenders, General Electric Capital
Corporation as Agent and Lender, Congress Financial Corporation (Western) as Co-Syndication Agent and Lender, JP Morgan
Chase Bank as Co-Syndication Agent and Lender, Bank of America, N.A. as Co-Documentation Agent and Lender, Wells Fargo
Foothill, LLC as Co-Documentation Agent and Lender, and GE Canada Finance Holding Company as Canadian Lender with
GECC Capital Markets Group, Inc. as Lead Arranger.

  10.8* Security Agreement, dated as of August 20, 2004, among Core-Mark Holdings Company, Inc., Core-Mark Holdings I, Inc.,
Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark Midcontinent, Inc.,
Core-Mark Interrelated Companies, Inc., Head Distributing Company, Minter-Weisman Co. and General Electric Capital
Corporation.

  10.9* Note and Warrant Purchase Agreement, dated as of August 20, 2004, among Core-Mark Holdings Company, Inc., Core-Mark
Holdings I, Inc., Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark
Midcontinent, Inc., Core-Mark Interrelated Companies, Inc., Head Distributing Company, Minter-Weisman Co., Wells Fargo
Bank, N.A. and the Purchasers listed therein.
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Exhibit
No. Description

  10.10 Registration Rights Agreement, dated August 20, 2004, among Core-Mark Holding Company, Inc. and the parties listed on
Schedule I attached thereto.

  10.11* Form of Note

  10.12 Form of Common Stock Purchase Warrant

  10.13* Security Agreement, dated as of August 20, 2004, among Core-Mark Holdings Company, Inc., Core-Mark Holdings I, Inc.,
Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark Midcontinent, Inc.,
Core-Mark Interrelated Companies, Inc., Head Distributing Company, Minter-Weisman Co. and Wells Fargo Bank, N.A.

  10.14* Intellectual Property Security Agreement, dated as of August 20, 2004, among Core-Mark Holdings Company, Inc., Core-Mark
Holdings I, Inc., Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark
Midcontinent, Inc., Core-Mark Interrelated Companies, Inc., Head Distributing Company, Minter-Weisman Co. and Wells Fargo
Bank, N.A.

  10.15* Pledge Agreement, dated as of August 20, 2004, among Core-Mark Holdings Company, Inc., Core-Mark Holdings I, Inc.,
Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark Midcontinent, Inc.,
Core-Mark Interrelated Companies, Inc., Head Distributing Company, Minter-Weisman Co. and Wells Fargo Bank, N.A.

  10.16* Security Agreement, dated as of August 20, 2004, between Core-Mark International, Inc. and Wells Fargo Bank, N.A.

  10.17* Intellectual Property Security Agreement, dated as of August 20, 2004, between Core-Mark International, Inc. and Wells Fargo
Bank, N.A.

  10.18* Intercreditor Agreement, dated as of August 20, 2004, between General Electric Capital Corporation and Wells Fargo Bank,
N.A.

  11.1 Statement of Computation of Earnings Per Share (required information contained within this Form 10)

  16.1 Letter from Burr, Pilger & Mayer LLP regarding change of certifying accountant.

  21.1 List of Subsidiaries of Core-Mark Holding Company, Inc.

* To be filed by amendment.
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SIGNATURES

Pursuant to the requirements of Section 12 of the Securities Exchange Act of 1934, the registrant has duly caused this registration statement to
be signed on its behalf by the undersigned, thereunto duly authorized.

CORE-MARK HOLDING COMPANY, INC.

Date: September 2, 2005 By: /s/    J. MICHAEL WALSH        

Name: J. Michael Walsh
Title: President and Chief Executive Officer
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EXHIBIT INDEX

Exhibit
No. Description

2.1    Third Amended and Revised Joint Plan of Reorganization of Fleming Companies, Inc. and its Subsidiaries Under Chapter 11 of
the Bankruptcy Code, dated May 25, 2004.

3.1    Certificate of Incorporation of Core-Mark Holding Company, Inc.

3.2    Amended and Restated Bylaws of Core-Mark Holding Company, Inc.

4.1    Form of Class 6(B) Warrant

10.1    2004 Long-Term Incentive Plan

10.2    2004 Directors Equity Incentive Plan

10.3    2005 Long-Term Incentive Plan

10.4    2005 Directors Equity Incentive Plan

10.5    Form of Indemnification Agreement for Officers and Directors

10.6*  Credit Agreement, dated August 20, 2004, among Core-Mark Holding Company, Inc., Core-Mark Holdings I, Inc., Core-Mark
Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark Midcontinent, Inc., Core-Mark
Interrelated Companies, Inc., Head Distributing Company, Inc. and Minter-Weisman Co., Inc, as Borrowers, the Lenders
Signatory Thereto from Time to Time as Lenders, General Electric Capital Corporation as Agent and Lender, Congress Financial
Corporation (Western) as Co-Syndication Agent and Lender, JP Morgan Chase Bank as Co-Syndication Agent and Lender, Bank
of America, N.A. as Co-Documentation Agent and Lender, Wells Fargo Foothill, LLC as Co-Documentation Agent and Lender,
and GE Canada Finance Holding Company as Canadian Lender with GECC Capital Markets Group, Inc. as Lead Arranger.

10.7*  First Amendment, dated September 24, 2004, to the Credit Agreement, dated August 20, 2004, among Core-Mark Holding
Company, Inc., Core-Mark Holdings I, Inc., Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International,
Inc., Core-Mark Midcontinent, Inc., Core-Mark Interrelated Companies, Inc., Head Distributing Company, Inc. and
Minter-Weisman Co., Inc, as Borrowers, the Lenders Signatory Thereto from Time to Time as Lenders, General Electric Capital
Corporation as Agent and Lender, Congress Financial Corporation (Western) as Co-Syndication Agent and Lender, JP Morgan
Chase Bank as Co-Syndication Agent and Lender, Bank of America, N.A. as Co-Documentation Agent and Lender, Wells Fargo
Foothill, LLC as Co-Documentation Agent and Lender, and GE Canada Finance Holding Company as Canadian Lender with
GECC Capital Markets Group, Inc. as Lead Arranger.

10.8*  Security Agreement, dated as of August 20, 2004, among Core-Mark Holdings Company, Inc., Core-Mark Holdings I, Inc.,
Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark Midcontinent, Inc.,
Core-Mark Interrelated Companies, Inc., Head Distributing Company, Minter-Weisman Co. and General Electric Capital
Corporation.

10.9*  Note and Warrant Purchase Agreement, dated as of August 20, 2004, among Core-Mark Holdings Company, Inc., Core-Mark
Holdings I, Inc., Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark
Midcontinent, Inc., Core-Mark Interrelated Companies, Inc., Head Distributing Company, Minter-Weisman Co., Wells Fargo
Bank, N.A. and the Purchasers listed therein.

10.10  Registration Rights Agreement, dated August 20, 2004, among Core-Mark Holding Company, Inc. and the parties listed on
Schedule I attached thereto.

10.11* Form of Note
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No. Description

10.12  Form of Common Stock Purchase Warrant

10.13* Security Agreement, dated as of August 20, 2004, among Core-Mark Holdings Company, Inc., Core-Mark Holdings I, Inc.,
Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark Midcontinent, Inc.,
Core-Mark Interrelated Companies, Inc., Head Distributing Company, Minter-Weisman Co. and Wells Fargo Bank, N.A.

10.14* Intellectual Property Security Agreement, dated as of August 20, 2004, among Core-Mark Holdings Company, Inc., Core-Mark
Holdings I, Inc., Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark
Midcontinent, Inc., Core-Mark Interrelated Companies, Inc., Head Distributing Company, Minter-Weisman Co. and Wells Fargo
Bank, N.A.

10.15* Pledge Agreement, dated as of August 20, 2004, among Core-Mark Holdings Company, Inc., Core-Mark Holdings I, Inc.,
Core-Mark Holdings II, Inc., Core-Mark Holdings III, Inc., Core-Mark International, Inc., Core-Mark Midcontinent, Inc.,
Core-Mark Interrelated Companies, Inc., Head Distributing Company, Minter-Weisman Co. and Wells Fargo Bank, N.A.

10.16* Security Agreement, dated as of August 20, 2004, between Core-Mark International, Inc. and Wells Fargo Bank, N.A.

10.17* Intellectual Property Security Agreement, dated as of August 20, 2004, between Core-Mark International, Inc. and Wells Fargo
Bank, N.A.

10.18* Intercreditor Agreement, dated as of August 20, 2004, between General Electric Capital Corporation and Wells Fargo Bank, N.A.

11.1  Statement of Computation of Earnings Per Share (required information contained within this Form 10)

16.1  Letter from Burr, Pilger & Mayer LLP regarding change of certifying accountant.

21.1  List of Subsidiaries of Core-Mark Holding Company, Inc.

* To be filed by amendment.
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