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Pilgrim’s Pride Corporation, a Delaware Corporation (the “Company”), hereby amends Items 2.01, 2.03 and 9.01 of its Current Report on Form 8-K (Date
of Report: December 27, 2006) in their entirety to read as follows:

Item 2.01. Completion of Acquisition or Disposition of Assets.

On December 28, 2006, the Company announced the expiration of its initial offer to acquire all of the outstanding shares of Gold Kist Inc. (NASDAQ:
GKIS) common stock for $21.00 per share in cash. The initial offer and withdrawal rights expired at 5:00 p.m., New York City time, on Wednesday,
December 27, 2006, at which time, based on information provided to the Company by the depositary for the offer, a total of 45,343,812 shares of Gold Kist
common stock, or approximately 88.87% of Gold Kist’s outstanding shares, had been tendered and not withdrawn. Of those shares tendered, 2,366,878 shares of
Gold Kist’s outstanding common stock were tendered subject to guaranteed delivery. All shares validly tendered and not properly withdrawn prior to the
expiration of the offer have been accepted for payment by the Company.

On December 28, 2006, the Company also announced a subsequent offering period for all remaining Gold Kist shares that had not been tendered, expiring
on January 5, 2007 at 5:00 p.m., New York City time, unless extended. On January 8, 2007, the Company announced the completion of the subsequent offering
period and that it had received approximately 92% of the outstanding Gold Kist shares. On January 9, 2007, the Company announced the completion of the
acquisition and merged its wholly owned subsidiary, Protein Acquisition Corporation (“Protein”) with and into Gold Kist.

The offer was made in accordance with, and the acceptances made pursuant to, the terms of the Agreement and Plan of Merger dated December 3, 2006
(the “Merger Agreement”) by and among the Company, Protein and Gold Kist. The Merger Agreement required, among other things, that Protein amend its then
pending offer to purchase the outstanding Gold Kist shares to increase the purchase price per share in the offer to $21.00, net to the seller in cash. The Merger
Agreement provided that after the purchase of shares pursuant to the offer and the satisfaction or, if permissible, waiver of the other conditions set forth in the
Merger Agreement and in accordance with the relevant provisions of the General Corporation Law of the State of Delaware (the “DGCL”), Protein would be
merged with and into Gold Kist (the “Merger”). The foregoing description of the Merger Agreement is qualified in its entirety by reference to the Merger
Agreement, which is attached as Exhibit 99(d)(1) to Amendment No. 11 to the Company’s Tender Offer Statement on Schedule TO filed by the Company on
December 5, 2006 and it is incorporated by reference into this Item 2.01.

As a result of the Merger, consummated on January 9, 2007, Gold Kist continued as the surviving corporation and became a wholly owned subsidiary of
the Company. At the effective time of the Merger, each share then outstanding (other than shares held by Gold Kist, the Company or any other direct or indirect
wholly owned subsidiary of the Company and shares held by Gold Kist stockholders who shall have demanded properly in writing appraisal for such shares in
accordance with Section 262 of the DGCL) was canceled and converted automatically into the right to receive $21.00 per share in cash without interest.

The acceptance by the Company of the shares tendered as of January 5, 2007, represents total consideration payable of approximately $990 million, based
on the $21.00 per share merger consideration and the 47,159,471 shares of Gold Kist common stock tendered. As of the date of the Merger Agreement, there were
51,024,977 Gold Kist shares outstanding. The Company acquired the shares remaining after the subsequent offering period pursuant to the Merger. The total cost
to acquire all of the Gold Kist shares pursuant to the tender offer and the Merger, together with related fees and expenses, will be approximately $1.1 billion, plus
the assumption or refinancing of approximately $144 million of Gold Kist’s debt, including the Senior Notes, described below. The Company has funded the
acquisition through the Credit Agreement and the Senior Unsecured Term Loan Agreement referred to in Item 2.03 below. Information regarding the Company’s
Credit Agreement, as amended, is contained in a Form 8-K filed by the Company on September 28, 2006, a Form 8-K filed by the Company on December 19,
2006 and a Form 8-K filed by the Company on January 10, 2007. Information regarding the Company’s Senior Unsecured Term Loan Agreement is contained in
a Form 8-K filed by the Company on December 5, 2006.

A copy of the press release announcing the acceptance of the tendered Gold Kist shares at the expiration of the initial offering period is attached as Exhibit
99(a)(49) to Amendment No. 16 to the Company’s Tender Offer Statement on Schedule TO filed by the Company on December 28, 2006 and it is incorporated by
reference into this Item 2.01. A copy of the press release announcing the acceptance of the Gold Kist shares tendered in the subsequent offering period is attached
as Exhibit 99(a)(51) to the Amendment No. 18 to the Company’s Tender Offer Statement filed January 8, 2007 and it is incorporated by reference into this Item
2.01.

The Company also announced on December 28, 2006 that it had completed its offer to purchase and related consent solicitation for Gold Kist’s outstanding
10 1/4% Senior Notes due March 15, 2014. The debt tender offer was made in connection with the Company’s acquisition of Gold Kist. As of 5:00 p.m., New
York City Time,



December 27, 2006, the Company had received tenders and related consents with respect to 100% of the aggregate principal amount of the outstanding Gold Kist
Senior Notes, all of which were accepted for payment and paid for by the Company on January 3, 2007.

On January 4, 2007, the Company filed a Current Report on Form 8-K stating that it had announced the acceptance of 45, 343,812 shares of Gold Kist
common stock. In the Current Report, the Company stated that the audited financial statements required by Item 9.01(a) and the pro forma financial statements
required by Item 9.01(b) by amendment to this Form 8-K would be filed no later than 71 days after the date the initial report on Form 8-K was filed.

Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

The acceptance by the Company on December 27, 2006 of the Gold Kist shares and the Senior Notes and of additional shares on January 8, 2007 described
in Item 2.01 above created direct financial obligations of the Company to pay for such shares and Senior Notes. The Company funded the financial obligation by
utilizing its existing credit facilities.

To fund a portion of the purchase price, the Company has drawn an aggregate amount of $780 million, including $115 million on January 8, 2007, under its
Credit Agreement dated as of September 21, 2006, as amended, with CoBank, ACB, as lead arranger and co-syndication agent, and sole book runner, and as
administrative, documentation and collateral agent, Agriland, FCS, as co-syndication agent, and as a syndication party, and the other syndication parties signatory
thereto. Also, the Company has drawn an amount of $450 million under its $450,000,000 Senior Unsecured Term Loan Agreement dated November 29, 2006
with Lehman Commercial Paper Inc., as the administrative agent and a lender, Lehman Brothers Inc., as joint lead arranger and joint bookrunner, Credit Suisse
Securities (USA) LLC, as joint lead arranger and joint bookrunner and Credit Suisse Cayman Islands Branch, as syndication agent and a lender. A description of
both of the facilities is contained in the Company’s current reports on Form 8-K described in Item 2.01 above.

Item 9.01. Financial Statements and Exhibits.
(a) Financial Statements of Business Acquired.

(1) The audited consolidated financial statements of Gold Kist Inc. and its subsidiaries as of October 1, 2005 and September 30, 2006 and the related
consolidated financial statements of operations, patrons’ and other equity/stockholders’ equity and comprehensive income (loss) and cash flows for
the year ended June 26, 2004, the transition quarter ended October 2, 2004 and the years ended October 1, 2005 and September 30, 2006.

(b)  Pro Forma Financial Information

(1) The pro forma financial statements required by Item 9.01(b) of Form 8-K will be filed by amendment to this Form 8-K no later than 71 days after the
date the initial report on Form 8-K was filed.



(d)  Exhibits

Exhibit

Number Description

10.1 Agreement and Plan of Merger dated as of December 3, 2006, by and among the Company, the Purchaser and Gold Kist (incorporated by reference
from Exhibit 99(d)(1) to Amendment No. 11 to the Company’s Tender Offer Statement on Schedule TO filed by the Company on December 5,
2006)

23.1 Consent of KPMG LLP

23.2 Consent of Saslow Lufkin & Buggy, LLP

99.1 Press Release (incorporated by reference from Exhibit 99(a)(49) to Amendment No. 16 to the Company’s Tender Offer Statement on Schedule TO
filed by the Company on December 28, 2006)

99.2 Press Release (incorporated by reference from Exhibit 99(a)(51) to Amendment No. 18 to the Company’s Tender Offer Statement filed by the
Company on January 8, 2007)

99.3 Financial statements of Gold Kist Inc. as of October 1, 2005 and September 30, 2006 and for the year ended June 24, 2004, the transition quarter

ended October 2, 2004 and the years ended October 1, 2005 and September 30, 2006



Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.

PILGRIM’S PRIDE CORPORATION

Date: January 11, 2007 By: /s/ Richard A. Cogdill
Richard A. Cogdill

Executive Vice President, Chief Financial Officer,
Secretary and Treasurer
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10.1 Agreement and Plan of Merger dated as of December 3, 2006, by and among the Company, the Purchaser and Gold Kist (incorporated by reference
from Exhibit 99(d)(1) to Amendment No. 11 to the Company’s Tender Offer Statement on Schedule TO filed by the Company on December 5,
2006)
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ended October 2, 2004 and the years ended October 1, 2005 and September 30, 2006



EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

The Board of Directors:
Pilgrim’s Pride Corporation

We consent to the incorporation by reference in the registration statements (Form S-8 No. 3-12043, Form S-8 No. 333-74984, Form S-8 No. 333-111929, Form S-
3 No. 333-84861, Form S-3 No. 333-117472, Form S-3 No. 333-127198, Form S-3 No. 333-130113 and Form S-4 No. 333-111975) of Pilgrim’s Pride
Corporation, and in the related prospectuses, of our report dated December 14, 2006, with respect to the consolidated balance sheets of Gold Kist Inc. as of
October 1, 2005 and September 30, 2006, and the related consolidated statements of operations, patrons’ and other equity/stockholders’ equity and
comprehensive income (loss), and cash flows for the year ended June 26, 2004, the transition quarter ended October 2, 2004 and the years ended October 1, 2005
and September 30, 2006, which report appears in the Form 8-K/A of Pilgrim’s Pride Corporation dated January 11, 2007.

Our report refers to changes in the method of accounting for share-based payment in 2005 and for amortization of unrecognized net actuarial losses related to the
post-retirement medical plan in 2006. In our report on the consolidated financial statements specified above, we state that we did not audit the financial statements
of GK Insurance Company, a wholly-owned subsidiary of Gold Kist Inc., as of September 30, 2006 and for the year then ended, which statements were audited by
other auditors whose report has been furnished to us. Our opinion on the consolidated financial statements, insofar as it relates to GK Insurance Company, is
based solely on the report of the other auditors as of September 30, 2006 and for the year then ended.

KPMG LLP

Atlanta, Georgia
January 11, 2007



Exhibit 23.2
Consent of Independent Registered Public Accounting Firm

The Board of Directors
Pilgrim’s Pride Corporation:

We consent to the incorporation by reference in the registration statements (Form S-8 No. 3-12043, Form S-8 No. 333-74984, Form S-8 No. 333-111929, Form S-
3 No. 333-84861, Form S-3 No. 333-117472, Form S-3 No. 333-127198, Form S-3 No 333-130113 and Form S-4 No. 333-111975) of Pilgrim’s Pride
Corporation, and in the related prospectuses, of our report dated October 23, 2006, with respect to the balance sheets of GK Insurance Company as of September
30, 2006 and 2005, and the related statements of income, changes in stockholder’s equity and cash flows for the years then ended, which report appears in the
Form 8-K/A of Pilgrim’s Pride Corporation dated January 11, 2007.

Saslow Lufkin & Buggy, LLP

Avon, Connecticut
January 11, 2007



EXHIBIT 99.3
Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Gold Kist Inc.:

We have audited the accompanying consolidated balance sheets of Gold Kist Inc. and subsidiaries (the “Company™) as of October 1, 2005 and September 30,
2006, and the related consolidated statements of operations, patrons’ and other equity/stockholders’ equity and comprehensive income (loss), and cash flows for
the year ended June 26, 2004, the transition quarter ended October 2, 2004 and the years ended October 1, 2005 and September 30, 2006. These consolidated
financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements
based on our audits. As of and for the year ended September 30, 2006, we did not audit the financial statements of GK Insurance Company, a wholly owned
subsidiary, which financial statements reflect total assets constituting nine percent as of September 30, 2006 and total revenues constituting one percent for the
year then ended of the related consolidated totals of the Company. Those financial statements were audited by other auditors whose report has been furnished to
us, and our opinion, insofar as it relates to the amounts included for GK Insurance Company is based solely on the report of the other auditors.

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 and the report of the
other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of the other auditors, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of the Company as of October 1, 2005 and September 30, 2006, and the results of its operations and cash flows for the year ended
June 26, 2004, the transition quarter ended October 2, 2004 and the years ended October 1, 2005 and September 30, 2006, in conformity with U.S. generally
accepted accounting principles.

As discussed in Note 1 to the consolidated financial statements, the Company adopted the provisions of Statement of Financial Accounting Standards No. 123(r),
“Share-Based Payment” in 2005, and as discussed in Note 8, the Company changed its method of accounting for amortization of unrecognized net actuarial losses
related to its postretirement medical plan in 2006.

KPMG LLP
Atlanta, Georgia

December 14, 2006



Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholder of
GK Insurance Company

We have audited the accompanying balance sheets of GK Insurance Company (the Company) as of September 30, 2006 and 2005, and the related statements of
net income, changes in stockholder’s equity and cash flows for the years then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the auditing 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
consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An
audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly in all material respects, the financial position of GK Insurance Company as of
September 30, 2006 and 2005, and the results of its operations and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Saslow Lufkin & Buggy, LLP
Avon, Connecticut

October 23, 2006



GOLD KIST INC.
CONSOLIDATED BALANCE SHEETS

(Dollar Amounts, Except Share Amounts, in Thousands)

October 1, September 30,
2005 2006
ASSETS

Current assets:
Cash and cash equivalents $143,567 $ 77,532
Receivables, net 125,389 114,758
Inventories, net 233,681 225,831
Deferred income taxes, net 11,506 11,015
Other current assets 26,873 14,279
Total current assets 541,016 443,415
Property, plant and equipment, net 286,515 332,902
Deferred income taxes, net 27,359 17,682
Other assets 63,031 75,138

$917,921 $ 869,137

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Current maturities of long-term debt $ 1,518 $ 2,221
Accounts payable 77,492 69,927
Accrued compensation and related expenses 27,292 17,571
Income taxes payable 34,850 18,244
Accrued insurance costs 39,458 29,084
Other current liabilities 36,105 36,904
Total current liabilities 216,715 173,951
Long-term debt, less current maturities 143,714 141,440
Accrued postretirement benefit costs 58,411 22,380
Accrued insurance costs 32,600 44,389
Other liabilities 13,527 15,519
Total liabilities 464,967 397,679

Commitments and contingencies (notes 6, 7, 8, 9 and 10) — —
Stockholders’ equity:

Preferred stock, authorized 100,000,000 shares — —
Common stock, $.01 par value and authorized 900,000,000 shares; issued and outstanding 51,082,157 and 51,052,104 shares as

of October 1, 2005 and 51,095,012 and 51,036,806 shares as of September 30, 2006, respectively 511 511
Additional paid-in capital 401,845 407,973
Accumulated other comprehensive loss (61,265) (30,732)
Retained earnings 112,246 94,501
Common stock held in treasury, at cost — 30,053 and 58,206 shares as of October 1, 2005 and September 30, 2006, respectively (383) (795)
Total stockholders’ equity 452,954 471,458

$917,921 $ 869,137

See Accompanying Notes to Consolidated Financial Statements.



GOLD KIST INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(Amounts in Thousands, Except Per Share Amounts)

Transition N
Fiscal Year Quarter Fiscal Years Ended
Ended Ended
June 26, October 2, October 1, September 30,
2004 2004 2005 2006

Net sales $2,260,728  $646,511  $2,304,262  $2,127,374
Cost of sales 1,899,395 554,142 1,984,178 2,041,171
Gross profit 361,333 92,369 320,084 86,203
Distribution, administrative and general expenses 108,772 31,011 112,177 107,526
Pension plan settlement loss 10,288 — 906 —
Conversion expenses — 2,522 1,418 —
Costs associated with unsolicited acquisition proposal and exploration of strategic alternatives — — — 6,152
Net operating income (loss) 242,273 58,836 205,583 (27,475)
Other income (expenses):
Interest and dividend income 1,550 635 5,906 5,528
Interest expense (29,349) (8,514) (23,619) (15,347)
Debt prepayment interest and write-off of related fees and discount (6,341) — (16,186) —
Write-off of investments (57,364) — (2,500) —
Income (loss) from joint ventures, net 1,685 1,223 4,146 2,461
Miscellaneous, net 257 610 507 2,464
Total other expenses, net (89,562) (6,046) (31,746) (4,894)
Income (loss) before income taxes 152,711 52,790 173,837 (32,369)
Income tax expense (benefit) 41,817 18,772 61,591 (14,624)
Net income (loss) $ 110,894 $ 34,018 $ 112,246 $ (17,745)
Net income (loss) per common share:
Basic — — $ 224 $ (0.35)
Diluted — — $ 222 % (0.35)
Weighted average common shares outstanding:
Basic — — 49,999 50,100
Diluted — — 50,636 50,100

See Accompanying Notes to Consolidated Financial Statements.



CONSOLIDATED STATEMENTS OF PATRONS’ AND OTHER EQUITY/STOCKHOLDERS’ EQUITY

June 28, 2003 — as previously reported
Immaterial correction

June 28, 2003 - as revised

Comprehensive income:

Net income

Additional minimum pension liability, net of tax

Total comprehensive income

Cash portion of nonqualified patronage refund
Patronage equity redemptions and other changes

June 26, 2004

Comprehensive income:

Net income

Decrease in minimum pension liability, net of tax

Total comprehensive income

Cash portion of nonqualified patronage refund
Patronage equity redemptions and other changes

October 2, 2004

Comprehensive income:

Net income

Additional minimum pension liability, net of tax

Total comprehensive income

Patronage equity redemptions and other changes

Common stock issued and cash distributions to
members/equity holders related to conversion from
cooperative association to for-profit corporation

Initial public offering of common stock, net of
expenses

Share-based compensation programs

Treasury stock acquired

Other changes

October 1, 2005

Comprehensive income:

Net loss

Decrease in minimum pension liability, net of tax

Total comprehensive income

Share-based compensation programs
Treasury stock acquired
Other changes

September 30, 2006

GOLD KIST INC.

AND COMPREHENSIVE INCOME (LOSS)

(Amounts in Thousands)

. Accumulated Common
Outstanding common Additional other stock
stock paid-in Patronage comprehensive Retained held in

Shares Amount Capital reserves loss earnings treasury Total
2 3 2 — $ 185,620 $ (43,448) $ 41,723 — $ 183,897
— — - — — 2,226 — 2,226
2 8 2 = $ 185,620 $ (43,448) $ 43,949 — $ 186,123
— — — 43,088 — 67,806 — 110,894
— — — — (974) — — (974)
$ 109,920
— — — (5,894) — — — (5,894)
— — — (2,850) — (458) — (3,308)
2 $ 2 — $ 219,964 $ (44,422) $ 111,297 — $ 286,841
— — — 15,548 — 18,470 — 34,018
_ _ _ — 2,104 — - 2,104
$ 36,122
— — — (2,340) - — — (2,340
— — — (603) — (246) — (849)
2 $ 2 — $ 232,569 $ (42,318) $ 129,521 — $ 319,774
— — — — — 112,246 — 112,246
_ _ — — (18,947) — — (18,947)
$ 93,299
— — — (825) — — — (825)
(105,963
36,394 362 $254,940  (231,744) — (129,521) — )
13,600 136 137,056 — — — — 137,192
1,086 11 10,009 — — — — 10,020
(30) — — — — — $ (383) (383)
— — (160) — — — — (160)
51,052 $ 511 $401,845 $ — $ (61,265) $ 112,246 $ (383) $ 452,954
— — — — — (17,745) — $ (17,745)
— — — — 30,533 — — 30,533
$ 12,788
13 — 6,019 — — — — 6,019
(28) — — — — — (412) (412)
— — 109 — — — — 109
51,037 $ 511 $407,973 $ — $ (30,732) $ 94,501 $ (795) $ 471,458

See Accompanying Notes to Consolidated Financial Statements.



GOLD KIST INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income (loss)

(Dollar Amounts in Thousands)

Adjustments to reconcile net income (loss) to cash provided by operating activities:

Depreciation and amortization

Share-based compensation

Loss on investments

Benefit plans curtailment (gains) and settlement losses

Postretirement and other retirement benefit plans expense in excess of (less than) funding

Deferred income tax expense (benefit)
(Income) return from joint ventures, net

Other

Changes in operating assets and liabilities:
Receivables

Inventories

Other current assets

Accounts payable, accrued and other expenses

Net cash provided by operating activities

Cash flows from investing activities:

Acquisitions of property, plant and equipment

Joint venture investment

Proceeds from termination of life insurance policies
Acquisitions of internal use software

Other

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from long-term debt

Principal repayments of long-term debt
Payments of deferred financing costs

Patronage refunds and other equity paid in cash
Proceeds from initial public offering, net of expenses
Cash distributions to members and equity holders
Treasury stock acquired

Repayments of life insurance policy borrowings
Changes in net overdrafts

Other

Net cash used in financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental disclosure of cash flow information:
Cash paid (received) during the years for:
Interest (net of amounts capitalized)

Income taxes, net

Fiscal Years Ended
Transition
Fiscal Year Quarter
Ended Ended
June 26, October 2, October 1, September 30,
2004 2004 2005 2006
$ 110,894 $ 34,018 $ 112,246 $ (17,745)
39,592 10,030 43,144 44,793
— — 9,795 6,019
57,364 — 2,500 —
10,288 — 906 —
2,527 (12,763) (16,068) 14,428
28,696 10,356 3,695 (8,190)
(1,211) (1,089) 130 57
(280) (126) 4,434 229
(32,972) 22,639 (10,374) 10,631
(36,177) (5,987) 5,211 7,850
(8,522) (1,594) 7,861 4,514
44,519 19,554 14,193 (26,891)
214,718 75,038 177,673 35,695
(42,210) (25,160) (80,760) (90,438)
— — — (5,096)
— — 2,790 —
(441) (60) (658) (3,735)
5,088 1,406 4,178 258
(37,563) (23,814) (74,450) (99,011)
196,940 — — _
(240,485) (1,914) (158,266) (1,769)
(7,965) (444) (1,017) (1,134)
(3,935) (6,719) (3,165) —
— — 139,876 —
— — (105,963) —
— — (383) (412)
= (4,211) = =
(212) 3,633 672 563
— — 225 33
(55,657) (9,655) (128,021) (2,719)
121,498 41,569 (24,798) (66,035)
5,298 126,796 168,365 143,567
$ 126,796 $168,365 $ 143,567 $ 77,532
$ 36,918 $ 13,712 $ 37,102 $ 11,631
$ 20,177  $(10,663) $ 31,404 $ 10,647

See Accompanying Notes to Consolidated Financial Statements.




GOLD KIST INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 26, 2004, October 2, 2004, October 1, 2005 and September 30, 2006

(Amounts in Thousands, Except Share Amounts)

(1) Description of Business and Summary of Significant Accounting Policies

Gold Kist Inc. (“Gold Kist” or the “Company”) operates a fully-integrated broiler production, processing and marketing business. Our broiler production
operations include nine broiler complexes located in Alabama, Florida, Georgia, North Carolina and South Carolina. Each complex operates in a different
geographic region and includes pullet and breeder flocks, broiler flocks, one or more hatcheries, one or more feed mills and one or more poultry processing
plants. Three complexes also have rendering plants to process by-products. Our broiler products include whole broilers, cut-up broilers, segregated broiler parts
and further-processed products packaged in various forms, including fresh bulk ice pack, chill pack and frozen. We sell our products to customers in the retail,
industrial, foodservice and export markets.

On December 4, 2006, Gold Kist and Pilgrim’s Pride Corporation (“Pilgrim”) publicly announced a definitive merger agreement under which Pilgrim will acquire
all of the issued and outstanding shares of the Company’s common stock at $21 per share and the Company’s outstanding 10.25% senior notes due 2014 for a
total consideration of approximately $1.2 billion. During the fourth quarter, the Company has incurred costs of $6.2 million, principally advisory and legal fees
and other costs related to the unsolicited acquisition proposal and exploration of strategic alternatives.

The accompanying consolidated financial statements reflect the accounts of Gold Kist and its subsidiaries as of October 1, 2005 and September 30, 2006 and for
the fiscal year ended June 26, 2004, the period from June 27, 2004 to October 2, 2004 (the “transition quarter ended October 2, 2004”) and the fiscal years ended
October 1, 2005 and September 30, 2006. These consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting
principles and the instructions to Form 10-K. All significant intercompany balances and transactions have been eliminated in consolidation.

The Company employs a 52/53-week fiscal year. On October 20, 2004, the Board of Directors of the Company approved changing the fiscal year-end of the
Company from the Saturday after the last Thursday in June to the Saturday after the last Thursday in September. Fiscal 2006 was also a 52-week year that began
on October 2, 2005 and ended September 30, 2006.

The accounting and reporting policies of Gold Kist Inc. and subsidiaries conform to U.S. generally accepted accounting principles. The following is a summary of
the significant accounting policies.

(a) Cash and Cash Equivalents

Gold Kist’s policy is to invest cash in excess of operating requirements in highly liquid interest bearing debt instruments, which include commercial paper and
reverse repurchase agreements or money market funds that invest in such securities. These investments are stated at cost, which approximates market. For
purposes of the consolidated statements of cash flows, Gold Kist considers all highly liquid debt instruments purchased with original maturities of three months or
less to be cash equivalents.

Bank accounts that are in a net overdraft position, such as zero balance disbursement accounts where checks have been issued, but not yet presented for payment,
are presented as a liability within accounts payable, unless a legal right of offset exists against accounts with positive cash balances.

(b) Receivables

Receivables are principally trade, and are stated net of an allowance for doubtful accounts of $1.1 million and $1.2 million as of October 1, 2005 and
September 30, 2006, respectively.



GOLD KIST INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 26, 2004, October 2, 2004, October 1, 2005 and September 30, 2006

(Amounts in Thousands, Except Share Amounts)

(c) Inventories

Live poultry and hogs consist of broilers, market hogs and breeding stock. The broilers and market hogs are stated at the lower of average cost or market. The
breeding stock is stated at average cost, less accumulated amortization.

Raw materials and supplies consist of feed ingredients, hatching eggs, packaging materials and operating supplies. These inventories are stated on the basis of the
lower of cost (first-in, first-out or average) or market.

Marketable products consist primarily of dressed and further processed poultry. The Company accounts for its marketable products inventory at the lower of cost
or market.

Gold Kist engages in forward purchase contracts and commodity futures and options transactions to secure a portion of its feed ingredient requirements and
manage the risk of adverse price fluctuations with regard to its feed ingredient purchases. The Company’s derivatives include agricultural related forward
purchase contracts, futures and options transactions. Changes in the fair value of these derivatives, except for forward purchase contracts on which the Company
takes physical delivery, have been recorded through current period operating expenses.

(d) Revenue Recognition

Revenue is recognized upon product shipment and transfer of title and risk of loss to the customer. Revenue is recorded net of any discounts, allowances or
promotions. Estimates for any special pricing arrangements, promotions or other volume-based incentives are recorded upon shipment of the product in
accordance with the terms of the promotion, allowance or pricing arrangements. Shipping and handling costs are included in cost of sales in the accompanying
consolidated statements of operations.

One customer, a major grocery chain, accounted for 11.1% in fiscal 2004, 11.3% for the transition quarter ended October 2, 2004, 12.3% in fiscal 2005 and 14.2%
in fiscal 2006 of net sales.

(e) Property, Plant and Equipment

Property, plant and equipment are recorded at cost. Depreciation of plant and equipment is calculated using the straight-line method over the estimated useful
lives of the respective assets as follows.

Land improvements 5—10 Years
Buildings 10 — 25 Years
Machinery and equipment 3—10 Years

(f) Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the 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
carryforwards. 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 effect of a change in tax rates on deferred tax assets and liabilities is recognized as income or expense in
the period that includes the enactment date.
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Gold Kist operated as an agricultural cooperative not exempt from Federal income taxes through October 12, 2004. Aggregate income not refunded in cash to
members or allocated in the form of qualified written notices was subject to income taxes.

The bylaws of Gold Kist provided for the issuance of either qualified or nonqualified patronage refunds (as defined for purposes of Subchapter T of the Internal
Revenue Code). Gold Kist utilized nonqualified patronage refunds, which are deductible for income tax purposes only to the extent paid or redeemed in cash.

(g) Fair Value of Financial Instruments

Gold Kist’s financial instruments include cash and cash equivalents, receivables, accounts payable and accrued expenses, interest left on deposit, notes receivable
and debt. Because of the short maturity of cash equivalents, receivables, accounts payable and accrued expenses, interest left on deposit, and certain short-term
debt and certain long-term debt bearing variable interest rates, the carrying value of these financial instruments approximates fair value. All financial instruments
are considered to have an estimated fair value, which approximates carrying value at October 1, 2005 and September 30, 2006 unless otherwise specified (see
note 5).

(h) Impairment of Long-Lived Assets and Long-Lived Assets to Be Disposed Of

Gold Kist reviews long-lived assets and certain identifiable intangibles for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to future
net undiscounted cash flows expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is measured by
the amount by which the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of are reported at the lower of the carrying
amount or fair value less costs to sell.

(i) Comprehensive Income (Loss)

Comprehensive income (loss) consists of net income (loss) and pension liability adjustments, net of tax, and is presented in the Consolidated Statements of
Patrons’ and Other Equity/Stockholders’ Equity and Comprehensive Income (Loss).

(j) Goodwill

Goodwill represents the excess of costs over fair value of businesses acquired. The Company annually tests for impairment. Approximately $20.0 million of
goodwill is included in other assets in the accompanying consolidated balance sheets at October 1, 2005 and September 30, 2006. Based upon its annual
assessment, the Company has determined that its fair value exceeds its carrying value, including goodwill.

(k) Accrued Insurance Costs

The Company retains the financial exposure for certain losses related to property, fleet, product and general liability, worker’s compensation and employee
medical benefits. Stop loss coverage for claims exceeding the self-retention level is maintained with third party insurers. Estimates of the ultimate cost of claims
incurred are accrued based on historical data and estimated future costs. Certain claim categories such as workers compensation and employee medical benefits
are actuarially determined. While the Company believes these estimates are reasonable based on the information available, actual costs could differ and materially
impact results of operations and financial position.

Certain fleet, product and general liability and workers compensation claims are insured and losses retained through GK Insurance Company, a wholly owned
captive insurance company whose accounts are consolidated in the Company’s accompanying consolidated financial statements. GK Insurance Company
purchases reinsurance through a reinsurance company. In conjunction with the reinsurance agreement, GK Insurance Company assumes a share of the insurance
activity, which includes premiums, losses and other expenses, from other participants in the reinsurance company. Loss reserves associated with the reinsurance
program are actuarially determined and are included within the accrued insurance cost balances on the accompanying consolidated balance sheets.

(D) Contingent Liabilities

The Company is subject to laws related to environmental, litigation, regulatory and other matters. The Company assesses these matters as to the likelihood of
adverse outcomes and as to the range of possible losses. The recognition of any liability is based upon a specific assessment of these matters and includes an
estimate of legal and consulting expenses, if applicable. Contingent liabilities are recorded on an undiscounted basis and amounts recognized are subject to
change dependent on changes in facts and assumptions related to the contingency.
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(m) Share-Based Compensation

The Company adopted Statement of Financial Accounting Standards Number 123(r), “Share-Based Payment,” (SFAS No. 123(r)) in fiscal 2005 and utilized the
modified prospective method of adoptions. There was no cumulative effect upon adoption of SFAS No. 123(r). The Company determined its share-based
payments to be equity classified with the measurement of payment at fair value. The share-based compensation is being amortized ratably over the requisite
service periods.

(n) Fiscal Year

Gold Kist employs a 52/53-week fiscal year. The consolidated financial statements for fiscal years 2004, 2005 and 2006 each reflect 52 weeks. The transition
quarter ended October 2, 2004 consisted of fourteen weeks. Fiscal 2007 will be a 52-week year.

(o) Use of Estimates

Management of Gold Kist has made a number of estimates and assumptions relating to the reporting of assets and liabilities and the disclosure of contingent
assets and liabilities as of the balance sheet dates and the reporting of revenue and expenses during the periods to prepare these consolidated financial statements
in conformity with U.S. generally accepted accounting principles. Actual results could differ materially from these estimates.

(p) Reclassifications

Certain amounts in the prior periods’ financial statements have been reclassified to conform to presentations adopted in fiscal 2006.

(2) Conversion and Initial Public Offering

On October 13, 2004, Gold Kist converted from a cooperative marketing association to a for-profit business corporation. The conversion was accounted for using
historical carrying values of the assets and liabilities of Gold Kist. Pursuant to the conversion, approximately 36.4 million shares of common stock and $106.0
million in cash were issued and distributed in December 2004 to former cooperative members and former cooperative member equity holders. Costs of the
conversion were expensed as incurred. Also on October 13, 2004, Gold Kist completed an initial public offering of 12 million shares of common stock, par value
$0.01 per share, at an initial public offering price of $11.00 per share. In November 2004, the underwriters exercised their overallotment option to purchase an
additional 1.6 million shares at the offering price of $11.00 per share. After underwriting discounts and other expenses, net proceeds from the common stock
offering were approximately $137.2 million.

(3) Inventories

Inventories are summarized as follows:

October 1, September 30,

2005 2006
Live poultry and hogs $ 99,935 $ 94,976
Raw materials and supplies 52,243 55,022
Marketable products 81,503 75,833

$233,681 $ 225,831
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Live poultry and hogs consist of broilers, market hogs and breeding stock. Broilers are stated at the lower of cost or market and breeders are stated at cost, less
accumulated amortization. Costs include live production costs (principally feed, chick cost, medications and other raw materials), labor and production overhead.
Breeder costs include acquisition of chicks from parent stock breeders, feed, medication, labor and production costs that are accumulated up to the production
stage and then amortized over their estimated remaining useful life of thirty-six weeks. Market hogs include costs of feed, medication, feeder pigs, labor and
production overhead. Pork breeder herds include cost of breeder gilts acquired from parent stock breeders, feed, medications and production costs that are
accumulated up to production stage and then amortized over twenty-four months. When market prices for inventories move below carrying value, the Company
records adjustments to write down the carrying values of these inventories.

Raw materials and supplies consist of feed ingredients, hatching eggs, packaging materials and operating supplies. These inventories are stated at the lower of
cost (first-in, first-out or average) or market.

Marketable products consist primarily of dressed and further processed poultry. The Company accounts for its marketable products inventory at the lower of cost
or market.

Gold Kist engages in forward purchase contracts and commodity futures and options transactions to secure a portion of its feed ingredient requirements and
manage the risk of adverse price fluctuations with regard to its feed ingredient purchases. Changes in the fair value of these derivatives, except for forward
purchase contracts, have been recorded through current period operating expenses.

(4) Property, Plant and Equipment

Property, plant and equipment is summarized as follows:

October 1, September 30,
2005 2006

Land and land improvements $ 35,962 $ 36,357
Buildings 243,263 257,057
Machinery and equipment 467,678 484,284
Construction in progress 23,913 61,810
770,816 839,508

Less accumulated depreciation 484,301 506,606

$286,515 $ 332,902

Depreciation and amortization included in cost of goods sold in the accompanying consolidated statements of operations was $33.7 million, $8.8 million, $38.2
million and $40.9 million for fiscal 2004, the transition quarter ended October 2, 2004, fiscal 2005 and fiscal 2006, respectively. Interest capitalized into
construction projects was $1.9 million and $4.3 million for fiscal 2005 and fiscal 2006, respectively.

(5) Long-Term Debt

Long-term debt is summarized as follows:

October 1, September 30,
2005 2006

Senior notes, due 2014 $128,307 $ 128,505
Subordinated capital certificates of interest with original fixed maturities ranging from seven to fifteen years, unsecured (weighted

average interest rate of 8.06% at October 1, 2005 and 8.04% at September 30, 2006) 14,945 13,595

Mortgage loans, due in monthly installments to January 2010, secured by an office building (weighted average interest rate of

5.06%) 1,980 1,561

145,232 143,661

Less current maturities 1,518 2,221

$143,714 $ 141,440
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The stated interest rate on the senior notes is 10.25%, with interest payable semi-annually on March 15 and September 15. The senior notes are reflected net of
discount in the accompanying consolidated balance sheets. The discount amount is being amortized to interest expense over the ten-year term of the senior notes
under the interest method, yielding an effective interest rate of approximately 10.50%.

The Company repaid $70.0 million of principal of the senior notes, plus $7.2 million in prepayment interest, in November 2004 with a portion of the proceeds
from Gold Kist’s initial public offering completed in October 2004 (see Note 2). In connection with this prepayment, $1.0 million of the discount and $1.8 million
of deferred financing costs were written off and recognized in the consolidated statement of operations for the year ended October 1, 2005.

During fiscal 2005, the Company repaid its term loans with an agricultural credit bank totaling $34.0 million, the industrial revenue bond of $7.5 million and the
Series B and Series C exchange notes with an insurance company in the amount of $35.0 million. In connection with the repayment of this indebtedness,
approximately $6.2 million in prepayment interest was also paid.

In December 2005, the Company amended and restated the senior credit facility to increase the revolving line of credit to an aggregate principal amount of $250.0
million and eliminate the sub-limit for letters of credit. The term of the facility is five years and is secured by a security interest in substantially all of Gold Kist’s
assets.

Borrowings under the senior credit facility bear interest at Gold Kist’s option either at London Interbank Offered Rate (LIBOR) or the alternate base rate (which
is equal to the greater of the rate announced by the agent bank as its base rate or its federal funds rate plus 0.5%), in each case subject to an applicable margin
based upon Gold Kist’s ratio of total debt to Earnings before Interest, Taxes, Depreciation and Amortization (EBITDA). The margin is between 1.00% and 2.00%
for LIBOR loans and between 0.00% and 0.75% for alternate base rate loans.

As of September 30, 2006, there was approximately $186.2 million available for borrowing under this facility. Approximately $63.8 million of letters of credit are
outstanding under the facility.

Gold Kist is subject to certain covenants contained in the senior credit facility, including, but not limited to, covenants that restrict, subject to specified exceptions,
dividends and certain other restricted payments; the incurrence of additional indebtedness and other obligations and the granting of additional liens; loans;
extension of credit and guarantees; mergers, acquisitions, investments, and disposition of assets or stock; capital expenditures; and use of proceeds from
borrowings under the senior credit facility and excess cash flow. In addition, the credit facility contains financial covenants, including, but not limited to, a fixed
charge coverage ratio (1.25 to 1.00 minimum) and a total debt coverage ratio (3.25 to 1.00 maximum), as each such ratio is defined in the senior credit facility.

The Company has entered into a definitive merger agreement with Pilgrim which, if the transactions contemplated therein are consummated, would constitute an
event of default under the credit agreement.

On May 8, 2006, the Company amended its Fixed Charge Coverage Ratio (FCCR) through the addition of a minimum availability calculation as defined in the
agreement. Under the amendment, the Company does not have to maintain the FCCR at greater than 1.25 to 1.00 so long as availability under the senior credit
facility is greater than $75 million, and the amount of collateral coverage as defined in the credit agreement, less the aggregate amount of all outstanding Letter of
Credit Obligations, Swing Line Advances and Revolving Loans outstanding for each day during such period under the senior credit facility, is greater than $75
million.

The terms of the Company’s senior notes and senior credit facility also include an excess cash flow provision, which under certain conditions could require the
Company to deposit funds in a restricted cash account to be used for future scheduled or mandatory principal payments of senior debt.

At September 30, 2006, the Company was in compliance with all applicable loan covenants under its senior notes and senior credit facility.
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Annual required principal repayments on notes payable and long-term debt for the five years subsequent to September 30, 2006 and thereafter are as follows:

Fiscal year:

2007 $ 2,221
2008 3,875
2009 2,494
2010 1,150
2011 826
Thereafter 133,095

$143,661

Based upon discounted cash flows of future payments, assuming interest rates available to Gold Kist for issuance of debt with similar terms and remaining
maturities, the estimated fair value of the senior notes due 2014 was $147.3 million at October 1, 2005 and $150.5 million at September 30, 2006.

(6) Leases and Other Commitments

Gold Kist leases vehicles, transportation and processing equipment and certain facilities from third parties under operating leases, many of which contain renewal
options. Rent expense for fiscal 2004, the transition quarter ended October 2, 2004, fiscal 2005 and fiscal 2006 was $24.5 million, $6.9 million, $28.2 million and
$29.9 million, respectively. Commitments for minimum rentals under non-cancelable operating leases at September 30, 2006 are as follows:

Fiscal year:

2007 $18,583
2008 16,062
2009 10,719
2010 8,749
2011 4,496
Thereafter 2,427

$61,036

Gold Kist contracts with broiler, breeder, pullet, layer, hog and nursery pig producers. Although these contracts are subject to acceptable grower performance on a
flock-to-flock or herd-to-herd basis, the contracts contemplate the grow out activity to continue through the periods covered by the grower contracts. Annual
grower pay averages approximately $250.0 million per year with the actual amounts determined by relative performance, fuel adjustments and other factors.

The Company has feed ingredient and natural gas purchase commitments and construction contract commitments in the ordinary course of business amounting to
$69.9 million and $6.5 million at September 30, 2006, respectively.
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(7) Income Taxes

Total income tax expense (benefit) was allocated as follows:

Fiscal Transition

Year Quarter Fiscal Years Ended
Ended Ended
June 26, October 2, October 1, September 30,
2004 2004 2005 2006
Net income (loss) $41,817 $18,772 $ 61,591 $ (14,624)
Other comprehensive loss - pension liability adjustment (581) 1,253 (11,516) 17,609

$41,236 $ 20,025 $ 50,075 $ 2,985

The components of income tax expense (benefit), principally Federal, related to net income (loss) consist of the following:

]3:;:1 "I‘aaul:ls::i(;n Fiscal Years Ended
Ended Ended
June 26, October 2, October 1, September 30,
2004 2004 2005 2006
Current expense (benefit)
Federal $13,063 $ 8,156 $ 51,092 $ (5,179)
State 58 260 6,804 (1,255)
Total $13,121 $ 8,416 $57,896 $ (6,434
Deferred expense (benefit)
Federal $26,993 $ 9,589 $ 2,491 $ (7,679
State 1,703 767 1,204 (511)
Total $28,696 $ 10,356 $ 3,695 $ (8,190)
Total income tax expense $41,817 $18,772 $ 61,591 $ (14,624)

Gold Kist’s combined Federal and state effective tax rate for fiscal 2004, the transition quarter ended October 2, 2004, fiscal 2005 and fiscal 2006 was 27%, 36%,
35% and 45%, respectively. A reconciliation of income tax expense (benefit) allocated to net income (loss) computed by applying the Federal corporate income
tax rate of 35% in fiscal 2004, the transition quarter ended October 2, 2004, fiscal 2005 and fiscal 2006 to net income (loss) before income taxes for the
applicable year follows:

F;:;il T(l‘)&:ll:ls::iezn Fiscal Years Ended
Ended Ended
June 26, October 2, October 1, September 30,
2004 2004 2005 2006
Computed expected income tax expense (benefit) $ 53,449 $18,477 $ 60,843 $ (11,329
Differences resulting from:
Cash portion of nonqualified patronage refund (2,063) (819) — —
Change in deferred tax valuation allowance (10,301) 126 17 27)
Effect of state income taxes, net of Federal effect 15 809 4,730 (1,547)
Nongqualified equity redemptions (1,092) (219) — —
Employment credits (404) (13) (2,586) (127)
Tax contingency accruals — — — (1,256)
Other, net 2,213 411 (1,413) (338)

$ 41,817 $18,772 $61,591 $ (14,624)
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The change in the deferred tax valuation allowance for fiscal 2004 was a decrease of $10,301. In June 2004, the Company abandoned its entire interest in an

investment in another cooperative and recognized an ordinary loss deduction in the amount of its tax basis of $98.6 million. An $8.4 million valuation allowance
on the deferred tax asset related to previous write downs of this investment was reversed in June 2004.

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities at October 1, 2005 and
September 30, 2006 are as follows:

October 1, September 30,
2005 2006

Deferred tax assets:
Postretirement benefits $ 36,787 $ 18,657
Insurance accruals 6,908 7,082
Inventories 1,049 1,054
Allowance for doubtful accounts 524 571
State tax credits, net, and operating loss carryforwards 3,980 3,110
Other assets 2,334 2,316
Share-based compensation 3,342 5,122
Tax contingency interest — 725
Other 3,111 3,307
Total gross deferred tax assets 58,035 41,944
Less valuation allowance (572) (545)
Total net deferred tax assets 57,463 41,399
Deferred tax liabilities:
Accelerated depreciation (4,904) (4,728)
Deferred compensation (13,694) (7,974)
Total deferred tax liabilities (18,598) (12,702)
Net deferred tax assets $ 38,865 $ 28,697

The net change in the total valuation allowance for fiscal 2005 and fiscal 2006 was an increase of $17 and a decrease of $27, respectively. The Company’s
management believes that it is more likely than not that the existing net deductible temporary differences comprising the total net deferred tax assets will reverse
during periods in which the Company generates net taxable income. Approximately $75.5 million of net taxable income would be required to fully utilize the net
deferred tax assets. Taxable income in the past three full years and the three month short period return totaled $152.0 million. The net state tax credits presented
above expire through tax year 2012. The state net operating losses expire through tax year 2023.

The Company’s income tax returns have reflected a tax benefit of approximately $26.1 million related to the cash distributions to former cooperative equity
holders in redemption of nonqualified patronage equity prior to the conversion of the Company from a cooperative marketing association to a for-profit business
corporation. The accompanying consolidated financial statements do not currently reflect this benefit and related interest expense has been accrued. These
amounts are recorded in the accompanying consolidated financial statements within income taxes payable. Such payable is currently net of tax receivables and
prepayments.

In connection with an implementation of a new tax fixed asset system and a review of the Company’s deferred tax assets and liabilities, an adjustment of $2.2
million was made in 2006 to correct the June 28, 2003 total patrons’ and other equity/stockholders’ equity balance and reduce deferred tax liabilities. This
correction was not material to patron’s and other equity/stockholders’ equity, deferred taxes or the Consolidated Balance Sheets for any period presented
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(8) Employee Benefits
Pension Plans

Gold Kist has noncontributory defined benefit pension plans covering substantially all of its employees (participants). The plan provisions covering the salaried
participants provide pension benefits that are based on the employees’ compensation and service before retirement or other termination of employment. The plan
provisions covering the hourly participants provide pension benefits that are based on years of credited service. Gold Kist’s funding policy is to contribute within
the guidelines prescribed by Federal regulations. Plan assets consist principally of corporate equities and bonds, and U.S. Government and Agency obligations.

Effective January 1, 2004, the Company’s pension plan was prospectively amended. For benefits earned in calendar 2004 and future years, the salaried
participants’ basic pension formula was changed from 50% to 45% of final average earnings, early retirement benefits were reduced and other changes were
made. The pension benefits earned by employees through calendar 2003 were unchanged.

The Company recognized $10.3 million and $0.9 million of pension settlement accounting loss in fiscal years 2004 and 2005, respectively. No pension settlement
accounting loss occurred in the 2004 transition quarter or in fiscal 2006. The settlement accounting requirement is due to lump sum distribution payments from
the plans to electing retiring employees exceeding service and interest cost components of pension expense in the plan year.

Medical and Life Insurance Plans

Effective January 1, 2001, the Company substantially curtailed its postretirement medical plan for current employees. In October 2002, the Company
substantially curtailed its postretirement life insurance plans for current and retired employees.

In April 2003, the Company substantially curtailed its postretirement medical plan for existing retirees. Retired employees eligible under the plan between the
ages of 55 and 65 could continue their coverage at rates above the average cost of the medical insurance plan for active employees. These retired employees will
all reach the age of 65 by 2012 and liabilities of the postretirement medical plan will then end.
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The following table sets forth the plans’ change in benefit obligation, change in plan assets and economic assumptions for the years ended October 1, 2005 and

September 30, 2006. The measurement date for these plans is June 30, 2005 and 2006, respectively.

Pension Benefits

Medical & Life
Insurance Benefits

2005 2006 2005 2006

Change in benefit obligation:
Benefit obligation at beginning of year $165,924 $200,093 $ 3,863 $ 3,277
Service cost 4,679 6,522 — —
Interest cost 10,000 10,118 218 158
Actuarial (gains) losses 35,492 (45,017) (556) (230)
Benefits paid (16,002) (15,433) (248) (425)
Benefit obligation at end of year 200,093 156,283 3,277 2,780
Change in plan assets:
Fair value of plan assets at beginning of year 104,244 132,218 — —
Actual return on plan assets 7,706 12,040 — —
Contributions by employer 36,270 669 248 425
Benefits paid (16,002) (15,433) (248) (425)
Fair value of plan assets at end of year 132,218 129,494 — —
Funded status (67,875) (26,789) (3,277) (2,780)
Unrecognized prior service cost (benefit) 2,131 1,652 (10,319) (74)
Unrecognized net actuarial loss 111,767 57,107 9,183 117
Contributions after the measurement date 165 249 105 98
Net amount recognized $ 46,188 $ 32,219 $ (4,308) $(2,639)
Amounts recognized in the balance sheet:
Accrued benefit liability $ (54,450) $(19,741) $ (4,308) $(2,639)
Intangible asset 2,864 2,281 — —
Accumulated other comprehensive loss 97,774 49,679 — —
Net amount recognized $ 46,188 $ 32,219 (4,308) (2,639)
Less current portion 347 _

$ 3,961 $ —
Projected benefit obligation $200,093 $156,283 — —
Accumulated benefit obligation 186,668 149,235 — —
Fair value of plan assets 132,218 129,494 — —
Weighted-average assumptions used to determine benefit obligation:
Discount rate 5.25% 6.50% 5.25% 6.50%
Rate of increase in compensation levels 4.01% 4.01% — —

The Company uses the Moody’s Investor Services Aa corporate bond rates and several discount rate models at the measurement date as the basis for establishing
the discount rates used to determine the benefit obligation. The discount rates used are consistent with the estimated payout period of the benefits.

The health care cost trend rate used to determine the medical and life insurance benefit obligation at October 1, 2005 was 9.0% and at September 30, 2006 was
8.5%, declining ratably to 5% by the year 2013 and remaining at that level thereafter. A 1% increase/decrease in the health care cost trend rate would have an

insignificant impact on the medical and life insurance benefit obligation as of September 30, 2006.
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Medical & Life
Pension Benefits Insurance Benefits
l?:;:‘ ”Ig:::ls::i:n Fiscal Years Ended Fiscal Year Taa:lr:‘s:g:n Fiscal Years Ended
Ended Ended Ended Ended
June 26, October 2, October 1, September 30, June 26, October 2, October 1, September 30,
2004 2004 2005 2006 2004 2004 2005 2006
Components of net periodic benefit
cost (income):
Service cost $ 6,000 $ 1,190 $ 4,679 $ 6522 $ — $ — $ — $ —
Interest cost 10,446 2,459 10,000 10,118 312 56 218 158
Estimated return on plan assets (13,429) (2,582) (11,490) (11,431) — — — —
Amortization of transition asset (235) — — — — — — —
Amortization of prior service cost
(gain) 1,486 120 479 479 (10,347) (2,587) (10,347) (10,245)
Amortization of net loss 2,155 1,055 4,093 9,034 8,354 1,759 7,036 8,836
6,423 2,242 7,761 14,722 (1,681) (772) (3,093) (1,251)
Settlement accounting loss 10,288 — 906 — — — — —
Net periodic benefit cost (income)
after settlements $ 16,711 $ 2,242 $ 8,667 $ 14722 $ (1,681) $ (772) $ (3,093) $ (1,251)
Weighted-average assumptions
used to determine benefit cost:
Discount rate 6.50% 6.00% 6.25% 5.25% 6.50% 6.00% 6.25% 5.25%
Rate of increase in compensation
levels 4.01% 4.01% 4.01% 4.01% — — — —
Expected return on plan assets 9.00% 8.25% 8.25% 8.25% — — — —

To determine the expected long-term rate of return on plan assets, historical performance, investment community forecasts and current market conditions are
analyzed to develop expected returns, taking into account the target asset class allocations of the plan. The expected long-term rate of return assumption that will
be used to determine pension expense for fiscal 2007 is 8.25%.

The discount rate that will be used to determine pension expense for fiscal 2007 is 6.50%.

A 1% increase/decrease in the health care cost trend rate would have an insignificant impact on the medical and life insurance service and interest cost
components for 2006.

During the first quarter of fiscal 2006, the Company changed its method of accounting for amortization of unrecognized net actuarial losses related to its
postretirement medical plan accounted for in accordance with Statement of Financial Accounting Standards No. 106, “Employers’ Accounting for Postretirement
Benefits Other Than Pensions.” The Company changed from recognizing amortization over the average period during which benefits are expected to be paid to a
method recognizing the cost over the next year. The Company believes that the newly adopted expense recognition method is preferable in these circumstances as
the change will allow amortization of the unrecognized net actuarial losses to be recognized on an accelerated basis which will approximate the recognition
period for the unrecognized prior service cost (gain). Such change results in a more systematic and rational manner of recognizing net periodic benefit cost,
particularly since the plan is now closed and all benefits are expected to be paid by 2013. The effect of the change was to increase the net loss by $2.4 million, or
$.05 per diluted share, for the fiscal year ended September 30, 2006.
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The increase (decrease) in the minimum liability included in “Accumulated other comprehensive loss” for the periods indicated is as follows:

Increase (decrease) in minimum liability included in other comprehensive income (loss)

Pension plan asset allocations as of June 30, 2005 and 2006 measurement dates, were as follows:

Asset category:

Domestic Large Cap Equity
Domestic Small Cap Equity
International Equity
Domestic Fixed Income

Total

Medical & Life

Pension Benefits Insurance Benefits

October 1, September 30, October 1, September 30,
2005 2006 2005 2006
$ 29,654 $ (48,678) N/A N/A

Percentage of
Plan Assets as of June 30

2005 2006
40.2% 40.3%
15.4% 15.9%
15.5% 18.1%
28.9% 25.7%

100.0% 100.0%

The Company has developed guidelines for pension plan asset allocations. As of the June 30, 2006 measurement date, the target percentages were as follows:

Asset category:

Domestic Large Cap Equity
Domestic Small Cap Equity
International Equity
Domestic Fixed Income

The Company’s Pension Committee reviews its investment strategy on at least an annual basis.

Pension Investment Policy Guidelines
as of June 30, 2006

Minimum Maximum
38% 45%
13% 18%
13% 18%
27% 32%

The investment goal of the pension plan assets is to generate an above benchmark return on a diversified portfolio of common stocks, fixed income investments
and cash equivalents, while meeting the cash requirements for a pension obligation that includes a traditional formula principally representing payments to
annuitants and lump sum and annuity payments to future retirees. The pension plan risk management practices include guidelines for asset concentration, credit
rating and liquidity. The pension plan does not invest in leveraged derivatives. Pension assets do not include any Gold Kist stock, certificates of interest or senior

notes.
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The expected benefit payments from the Company’s pension and postretirement plans for the fiscal years indicated are as follows:

Other

Postretirement
Expected Benefit Payments for fiscal year: Pension Benefits
2007 $ 12,797 $ 462
2008 11,678 389
2009 11,684 250
2010 12,082 201
2011 12,182 180
2012-2016 58,008 903
Total $118,431 $ 2,385

The expected benefits to be paid are based on the same assumptions used to measure the Company’s benefit obligation at June 30, 2006 and include estimated
future employee service.

No qualified pension plan contributions were required or made during the 2006 fiscal year. A qualified pension plan contribution of $7.0 million was made on
November 13, 2006.

Eligible employees participate in the Gold Kist 401(k) plan. During fiscal 2004, the transition quarter ended October 2, 2004, fiscal 2005 and fiscal 2006, the
Company contributed approximately $1.6 million, $0.9 million, $3.7 million and $3.8 million, respectively, to the 401(k) plan to partially match employee
contributions.

(9) Share-Based Compensation

In connection with the conversion of the Company into a for-profit corporation and the completion of its initial public offering, the Company implemented the
Gold Kist Long-Term Incentive Plan (“LTIP”). At the discretion of the Compensation Committee of the Board of Directors, which administers the plan,
employees, consultants and non-employee directors may be granted awards in the form of stock options, stock appreciation rights, performance awards,
nonvested or restricted stock, stock units, dividend equivalents or other stock based awards. The Company reserved up to four million shares for issuance upon
the exercise of awards under the LTIP.

A grant of nonvested stock to employees was authorized by the Board of Directors and effective as of the closing of the initial public offering (“IPO”) on
October 13, 2004 (“IPO stock grants”). In addition, on October 20, 2004, the Board of Directors authorized the issuance of the stock portion of their fiscal 2005
annual retainer in nonvested shares, which vested in July 2005. Total grants of 705,197 and 24,456 shares were issued to employees and directors, respectively.
The IPO stock grants issued to employees vest on the third anniversary of the date of grant. However, the shares will vest immediately upon (i) the employee’s
termination of employment by reason of death, disability or retirement, (ii) upon employee’s termination not for cause or resignation by the employee for good
reason (as defined in the LTIP) if within two (2) years following the occurrence of a change in control, or (iii) employee’s termination for any reason during the
thirty (30) day period beginning one year following the occurrence of a change of control. Retirement is defined under the LTIP as voluntarily leaving
employment after attaining any normal or early retirement age specified in the Company’s benefit plans.

Prior to the adoption of SFAS No. 123(r), the Company’s policy for recognizing compensation expense was to amortize the fair value of the IPO stock grants over

the stated vesting period, even though that stated vesting period may not be substantive. As a result, the Company recognized compensation expense of $3.2
million for IPO stock grants made during fiscal 2005. Had the Company applied SFAS No. 123(r) to the IPO stock grants, and, as a result, recognized the fair
value of the grants over the requisite service period as opposed to the stated vesting period of three years, the additional compensation expense that would have
been recognized in fiscal 2005 would have been approximately $3.0 million. The compensation expense recorded in fiscal 2006 that would not have been
recognized had SFAS No. 123(r) been applied to the IPO stock grants issued in the quarter ended January 1, 2005 was approximately $1.6 million. The Company
will continue to recognize the compensation expense for the IPO stock grants by amortizing the fair value over the stated three-year vesting period.
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In January 2005, the Board of Directors approved replacement employment agreements with the Chief Executive Officer and the Senior Vice President, Planning
and Administration and replacement change in control (“CIC”) agreements with the other officers. Equity grants to the Company’s officers under the Company’s
LTIP, consisting of 355,722 shares of nonvested stock (“CIC stock grants”), stock-settled stock appreciation rights with respect to 173,860 shares (“stock-settled
SARs”) and 96,558 performance share awards (“performance shares”), were approved and awarded in January 2005. The CIC stock grants vest as to 25% of the
shares on each anniversary of the date of grant, beginning January 24, 2006, provided, however, that the shares will vest immediately upon (i) the executive’s
termination of employment by reason of death, disability or retirement, (ii) upon employee’s termination not for cause or resignation by the employee for good
reason (as defined in the LTIP) if within two (2) years following the occurrence of a change in control, or (iii) employee’s termination for any reason during the
thirty (30) day period beginning one year following the occurrence of a change of control. Additional equity grants for other management participants, consisting
of stock-settled SARs with respect to 88,306 shares and 88,553 performance shares, were also approved and awarded with the same vesting periods as discussed
below.

The stock-settled SARs vest 50% in the third year and 50% in the fourth year after the grant date; provided, however, that the stock-settled SARs will vest and
become immediately exercisable upon (i) the executive’s termination of employment by reason of death, disability or retirement, or (ii) upon termination not for
cause or resignation by the employee for good reason if within two (2) years following the occurrence of a change in control.

The performance shares provide the participant the opportunity to earn a number of shares of the Company’s common stock at the end of a three-year
performance cycle. The performance condition is based upon the Company’s profitability in relation to a defined peer group within the broiler industry as
measured by an independent benchmarking company. The performance cycle will be shortened and a pro rata number of shares issued if a participant’s
employment is terminated by reason of the participant’s death, disability or retirement prior to the end of the three-year period and the performance conditions
have been met. If there is a change in control, then the performance conditions shall be deemed to have been met at the 100% level and the participant will receive
a pro rata number of shares depending on the amount of time that has lapsed in the performance period.

Stock-settled SARs and performance share grants of 240,778 and 166,721 shares, respectively, were awarded to plan participants in November 2005 as part of the
Company’s incentive compensation payments for fiscal 2005.

Deferred stock units are issued to directors who elect to receive the quarterly cash portion of their retainer in stock units in lieu of cash. The stock units shall be
converted to shares of stock on the earlier of six months after the director’s service on the Board is terminated or at a date as designated by the participating
director. In February 2006, the stock portion of directors’ fiscal 2006 annual retainer was paid in vested shares.

The equity grants and awards are summarized as follows (share and dollar amounts in thousands):

Vesting
Grant Date Shares  Fair Value Period
IPO stock grants October 2004
Employees 705 $ 7,757 36 months
Directors 25 280 9 months
CIC stock grants January 2005 356 4,863 48 months
Stock-settled SARs January 2005 262 1,795 48 months
November 2005 241 2,003 48 months
Performance shares January 2005 185 2,288 33 months
November 2005 167 2,654 35 months
Director stock units Quarterly 8 123 Various
Directors’ stock annual retainer February 2006 19 280 —

Total 1,968 $ 22,043
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The Company determined that all of the above grants were equity-classified awards under SFAS No. 123(r). As a result, the fair value of the awards has been
measured at grant date and is being recognized as compensation expense over the applicable vesting periods, except as noted below. The fair value of the IPO
stock grants, CIC stock grants and performance shares was the quoted public market price of the shares on the date of the grant. The fair value of the stock-settled
SARs was determined under the Black-Scholes-Merton valuation method. The SARs issued January 2005 had a calculated term of 6.75 years, as determined
under the simplified method, a risk free rate of 3.93% and a volatility of 45%, based on data from a peer group of similar profile companies. The SARs issued in
November 2005 were valued with the same assumptions, except the risk free rate used was 4.47%. The contractual term of the stock-settled SARs is ten years.

The grants previously described, with the exception of the performance shares, vest fully at retirement, which was defined as attaining any normal or early
retirement age (fifty-five) specified in the Company’s benefit plans. A significant number of grant recipients were fifty-five or older at the time of the grant and
therefore have the option to retire early under the Company’s benefit plans, at which time the grants would vest. In accordance with SFAS 123(r), because the
employee is eligible to retire at the grant date, the awards’ explicit service condition is nonsubstantive and the entire amount of compensation cost was recognized
at the grant date except for the IPO stock grants as previously discussed.

The amount of the share-based compensation expense recognized in fiscal 2005 from the CIC stock grants issued in January 2005 and the stock-settled SARs
granted in January 2005 related to those recipients aged 55 or over was $5.3 million and represented 490,642 shares. The amount of the share-based
compensation expense recognized in fiscal 2006 from the stock-settled SARs granted in November 2005 related to those recipients aged fifty-five or older was
$1.3 million and represented 139,683 shares.

Total share-based compensation expense was $6.0 million and $9.8 million for the years ended September 30, 2006 and October 1, 2005, respectively, and is
reflected within distribution, general and administrative expense in the accompanying consolidated statements of operations. The total income tax benefit
recognized in the consolidated statements of operations related to the share-based compensation expense was $2.3 million and $3.5 million for the years ended
September 30, 2006 and October 1, 2005, respectively.

A summary of the status of the Company’s nonvested stock grants is as follows (shares in thousands):

Weighted
Average
Grant Date
Fair Value
Shares Per Share
Outstanding at October 2, 2004 — —
Changes during period:
Granted 1,536 $ 11.11
Vested (76) 11.15
Forfeited (@) 12.23
Outstanding at October 1, 2005 1,459 $ 1111
Changes during period:
Granted 431 $ 11.62
Vested (107) 13.25
Forfeited (21) 11.99

Outstanding at September 30, 2006 1,762 $ 11.10
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At September 30, 2006, the total share-based compensation cost related to nonvested grants and awards not yet recognized is approximately $6.2 million. The
weighted average period over which the remaining share-based compensation expense is to be recognized is approximately sixteen months.

(10) Contingent Liabilities

Four female employees of the Company’s Corporate Office Information Services (I/S) Department filed an Equal Employment Opportunity Commission
(“EEOC”) sex discrimination suit against the Company in the United States District Court for the Northern District of Georgia asserting gender based claims
about employment and promotion decisions in the Corporate Office I/S Department. One of the employees continues to be employed by the Company. After its
administrative consideration of the claims, the EEOC issued “Right to Sue” letters to the four complainants in these claims, meaning that the EEOC would not
sue or participate in a suit against the Company on behalf of the parties in these actions nor would it pursue a systemic discrimination charge in this matter. The
letter provided that the individuals could pursue their claims and litigation on their own should they so desire. The four complainants filed an action in federal
district court on March 19, 2003, seeking class certification for their claims of gender discrimination, unspecified monetary damages and injunctive relief. The
U.S. District Court, in an Order entered June 13, 2005, denied the motion of the plaintiffs to certify the litigation as a class action. The Court’s ruling, for which
the plaintiffs did not seek an interlocutory appeal, means that the litigation will not proceed as a class action and will be litigated as individual claims of the four
named plaintiffs. Discovery for the individual claims have now been completed, and we have filed motions for summary judgment against each of the plaintiffs.
The Company intends to defend the litigation vigorously and does not believe the lawsuit will have a material adverse effect on its financial condition or results of
operations.

The Company was sued by one of the Company’s hourly workers in the U.S. District Court for the Northern District of Alabama. The complaint sought injunctive
relief and damages under the Fair Labor Standards Act (“FLSA”) and contended that the employee was not compensated appropriately for time spent donning
and doffing certain clothing for his job. The case was settled on April 3, 2006 for an insignificant amount. The Company has been named as a defendant in four
new donning and doffing lawsuits filed by employees or former employees of Gold Kist in Alabama and South Carolina. The Alabama suits seek to represent
employees at specifically named plants while the South Carolina litigation attempts to institute an action on behalf of certain hourly employees at each of the
Company’s divisions. Each of the lawsuits is seeking classification as an opt-in collective action, which would mean that the lawsuit would cover the named
plaintiffs and current or former employees who elect to participate. The Company intends to defend these lawsuits vigorously. As of September 30, 2006, the
Company has not reserved any amounts in this matter because a loss is not considered probable or estimable.

The Department of Labor has recently contacted many members of the U.S. poultry industry, including Gold Kist, who were included in a wage and hour audit
initiated by the U.S. Department of Labor in 2000. The Department of Labor has been of the opinion that many poultry companies have not been accurately
compensating employees for the time spent on such activities as donning and doffing work equipment. Following the recent Supreme Court decision in the
IBP/Alvarez case, the Department of Labor has reasserted its audit concerns in this area. The Company has been reviewing its operations and pay practices to
determine the appropriate response to the Department of Labor. Prior to being contacted by the Department of Labor, the Company designed plans which were
implemented on May 1, 2006 to modify practices at its facilities to address concerns described in the IBP/Alvarez case and the Department of Labor audit. The
Company intends to defend this lawsuit vigorously. As of September 30, 2006, the Company has not reserved any amounts in this matter because a loss is not
considered probable or estimable.

In re Gold Kist Shareholders Litigation and Ponds Edge Capital, LLC v. John Bekkers, et al. Gold Kist and the members of our board of directors have been
named as defendants in three substantially identical purported shareholder class actions, two of which have been consolidated in the Court of Chancery of the
State of Delaware in and for New Castle County under the caption In re Gold Kist Shareholders Litigation, C.A. No. 2492-N, and one of which has been filed in
the Superior Court of Fulton County, Georgia, captioned Ponds Edge Capital, LLC v. John Bekkers, et al., Civil Action File No. 2006CV124898. The lawsuits
allege that the Defendants are breaching their fiduciary duties in responding to the Pilgrim’s tender offer, including by failing to inform themselves
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regarding potential strategic alternatives and the value of the Company in a fully negotiated transaction. The lawsuits seek injunctive relief and unspecified
damages. The Company and the other defendants deny that they have breached their fiduciary duties, further deny that they are liable to the plaintiffs or the
purported plaintiff class in any amount, and are vigorously defending these class actions.

Gold Kist is a party to various other legal, environmental and administrative proceedings, which management believes constitute ordinary routine litigation
incidental to the business conducted by Gold Kist. Potential liability with respect to such proceedings is either accrued or not expected to be significant.

(11) Write-off of Investments

In October 1998, the Company completed the sale of assets of the Agri-Services business segment to Southern States Cooperative, Inc. (“SSC”). In connection
with the transaction, the Company purchased from SSC $60 million principal amount of capital trust securities and $40 million principal amount of cumulative
preferred securities for $98.6 million in October 1999.

In October 2002, SSC notified the Company that, pursuant to the provisions of the indenture under which the Company purchased the capital trust securities, SSC
would defer the capital trust securities quarterly interest payment due on October 5, 2002. Quarterly interest payments for subsequent quarters were also deferred.
As a result of the deferral of the interest payments, the Company reduced the carrying value of the capital trust securities by $24.1 million with a corresponding
charge against the loss from continuing operations for fiscal 2003. The carrying value of the SSC securities was $57.4 million at June 28, 2003.

As of December 31, 2003, SSC’s total stockholders’ and patrons’ equity fell below the Company’s carrying value of the preferred stock investment, which the
Company believed was a triggering event indicating impairment. In the second quarter of fiscal 2004, the Company recorded an “other-than-temporary”
impairment charge of $18.5 million.

In June 2004, the Company notified SSC that it was abandoning the investment and returning the securities. As a result of the abandonment, the remaining
investment balance of $38.9 million was written off and a total of $57.4 million was reflected as an other expense in the consolidated statement of operations for
fiscal 2004.

The write-off of an investment in fiscal 2005 of $2.5 million represents an investment in a supply cooperative in which the Company is no longer a member.

(12) Income (Loss) Per Share

The net income (loss) for both the basic and diluted earnings per share computations was $3.2 million and $(17.7) million for the quarter and fiscal year ended
September 30, 2006, respectively. Following is a reconciliation of weighted average common shares — basic to weighted average common shares — diluted (share
amounts are in thousands).

Fiscal

Year Fiscal Year

Ended Ended

October 1, September 30,

2005 2006
Weighted average common shares — basic 49,999 50,100
Dilutive impact of share-based compensation grants 637 —
Weighted average common shares — diluted 50,636 50,100

Due to the net loss for the year ended September 30, 2006, the basic shares are used for calculating both basic and diluted loss per share. Shares that could
potentially dilute basic net income per share in the future that were not included in the calculation of the diluted net loss per common share because of their
antidilutive impact totaled 1,762.
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(13) Quarterly Financial Data (Unaudited)

Fiscal Year Ended September 30, 2006
Net Sales

Gross profit (loss)

Net operating income (loss)

Net income (loss)

Basic net income (loss) per common share
Diluted net income (loss) per common share

Fiscal Year Ended October 1, 2005
Net Sales

Gross profit

Net operating income

Net income

Basic net income per common share
Diluted net income per common share

All quarters in fiscal 2005 and 2006 were 13-week periods.

(14) Supplemental Combining Condensed Financial Statements

(Amounts in Thousands, Except Share Amounts)

First Second Third Fourth
Quarter Quarter Quarter Quarter
$545,360 $532,365  $505,338  $544,311

32,397 (2,852) 14,377 42,281
5384  (27,743)  (12,290) 7,174
2,543  (16,227) (7,254) 3,193

$ 05 $ (32) $ (149 $ .06
$ 05 $ (32) $ (149 $ .06
$551,958 $570,809 $598,835  $582,660

47,836 93,255 101,795 77,198

21,452 60,179 72,943 51,009
4,193 38,669 44,413 24,971

$ .08 $ 77 8 89 $ .50
$ .08 $ 77 8 88 % .49

In March 2004, the Company issued senior notes in a private placement offering pursuant to Rule 144A and Regulation S of the Securities Act of 1933. The

senior notes were issued at a price of 98.47%. Net proceeds from the sale were $191.2 million.

The Company’s senior notes, due 2014 are jointly and severally guaranteed by the Company’s domestic subsidiaries, which are 100% owned by Gold Kist Inc.
(the “Parent”), except for GK Insurance Inc. (Non-Guarantor Subsidiary), a wholly owned captive insurance company domiciled in the State of Vermont.

The following is the supplemental combining condensed balance sheets as of October 1, 2005 and September 30, 2006, the supplemental combining condensed
statements of operations for fiscal 2004, the transition quarter ended October 2, 2004, fiscal 2005 and fiscal 2006 and the supplemental combining condensed
statements of cash flows for fiscal 2004, the transition quarter ended October 2, 2004, fiscal 2005 and fiscal 2006. The only intercompany eliminations are the
normal intercompany revenues, borrowings and investments in wholly owned subsidiaries. Separate complete financial statements of the guarantor subsidiaries,
which are 100% owned by the Parent, are not presented because the guarantors are jointly and severally, fully and unconditionally liable under the guarantees.



GOLD KIST INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 26, 2004, October 2, 2004, October 1, 2005 and September 30, 2006

(Amounts in Thousands, Except Share Amounts)

Balance Sheet:

ASSETS

Current assets:

Cash and cash equivalents

Receivables, net

Inventories, net

Deferred income taxes, net, and other current assets
Total current assets

Property, plant and equipment, net

Deferred income taxes, net, and other assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Notes payable and current maturities of long-term debt
Accounts payable

Accrued compensation and related expenses

Accrued insurance costs

Other current liabilities

Total current liabilities

Long-term debt, less current maturities
Accrued postretirement benefit costs
Accrued insurance costs

Other liabilities

Total liabilities

Stockholders’ equity

Balance Sheet:

ASSETS

Current assets:

Cash and cash equivalents

Receivables, net

Inventories, net

Deferred income taxes, net, and other current assets

Total current assets
Property, plant and equipment, net
Deferred income taxes, net, and other assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Notes payable and current maturities of long-term debt
Accounts payable

Accrued compensation and related expenses

Accrued insurance costs

Other current liabilities

Total current liabilities

Long-term debt, less current maturities
Accrued postretirement benefit costs
Accrued insurance costs

Other liabilities

Total liabilities

Stockholders’ equity

As of October 1, 2005

Non-

Parent Guarantor Guarantor
Only Subsidiaries Subsidiary Eliminations Consolidated
$140,337 $ 672 $ 2,558 $ — $ 143,567
125,200 13,147 36,161 (49,119) 125,389
233,415 266 — — 233,681
15,738 (683) 23,324 — 38,379
514,690 13,402 62,043 (49,119) 541,016
286,259 256 — — 286,515
102,381 2,860 8,680 (23,531) 90,390
$903,330 $ 16,518 $ 70,723 $ (72,650) $ 917,921
$ 1,518 $ = $ — $ — $ 1,518
125,488 282 841 (49,119) 77,492
27,277 15 — — 27,292
10,248 — 29,210 — 39,458
70,518 (782) 1,219 — 70,955
235,049 (485) 31,270 (49,119) 216,715
143,714 — — — 143,714
58,411 — — — 58,411
— — 32,600 — 32,600
13,202 325 — — 13,527
450,376 (160) 63,870 (49,119) 464,967
452,954 16,678 6,853 (23,531) 452,954
$903,330 $ 16,518 $ 70,723 $ (72,650) $ 917,921

As of September 30, 2006
Non-

Parent Guarantor Guarantor
Only Subsidiaries Subsidiary Eliminations Consolidated
$ 74,417 $ 567 $ 2,548 $ — $ 77,532
114,039 15,295 47,634 (62,210) 114,758
225,448 383 — — 225,831
10,638 (683) 15,339 — 25,294
424,542 15,562 65,521 (62,210) 443,415
332,670 232 — — 332,902
106,687 2,545 13,165 (29,577) 92,820
$863,899 $ 18,339 $ 78,686 $ (91,787) $ 869,137
$ 2221 $ @ — $ — 8 — $ 2221
131,408 299 107 (61,887) 69,927
17,549 22 — — 17,571
9,828 — 19,256 — 29,084
52,096 485 2,890 (323) 55,148
213,102 806 22,253 (62,210) 173,951
141,440 — — — 141,440
22,380 — — — 22,380
_ — 44,389 — 44,389
15,519 — — — 15,519
392,441 806 66,642 (62,210) 397,679
471,458 17,533 12,044 (29,577) 471,458




$863,899 $ 18,339 $ 78,686 $ (91,787) $ 869,137
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Statement of Operations:

Net sales
Cost of sales

Gross profit (loss)
Distribution, administrative and general expenses
Pension plan settlement loss

Net operating income (loss)
Interest, income taxes and other, net

Net income

Statement of Operations:

Net sales
Cost of sales

Gross profit
Distribution, administrative and general expenses

Net operating income (loss)
Interest, income taxes and other, net

Net income

(Amounts in Thousands, Except Share Amounts)

For the fiscal year ended June 26, 2004

Non-

Parent Guarantor Guarantor
Only Subsidiaries Subsidiary Eliminations Consolidated
$2,258,515 $ 2,857 $ 15,763 $ (16,407) $2,260,728
1,896,024 2,708 17,070 (16,407) 1,899,395
362,491 149 (1,307) — 361,333
107,444 1,248 80 - 108,772
10,288 — — — 10,288
244,759 (1,099) (1,387) — 242,273
(133,865) 2,537 1,578 (1,629) (131,379)
$ 110,894 $ 1,438 $ 191 $ (1,629) $ 110,894

Transition quarter ended October 2, 2004
Non-
Parent Guarantor Guarantor

Only Subsidiaries Subsidiary Eliminations C lidated
$646,265 $ 795 $ 3,070 $ (3,619) $ 646,511
555,214 725 1,822 (3,619) 554,142
91,051 70 1,248 — 92,369
33,286 215 32 — 33,533
57,765 (145) 1,216 — 58,836
(23,747) 166 (119) (1,118) (24,818)
$ 34,018 $ 21 $ 1,097 $ (1,118) $ 34,018




GOLD KIST INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 26, 2004, October 2, 2004, October 1, 2005 and September 30, 2006

(Amounts in Thousands, Except Share Amounts)

Statement of Operations:

Net sales
Cost of sales

Gross profit (loss)
Distribution, administrative and general expenses
Pension plan settlement loss

Net operating income (loss)
Interest, income taxes and other, net

Net income (loss)

Statement of Operations:

Net sales
Cost of sales

Gross profit

Distribution, administrative and general expenses

Costs associated with unsolicited acquisition proposal and exploration of strategic
alternatives

Net operating income (loss)
Interest, income taxes and other, net

Net income (loss)

For the fiscal year ended October 1, 2005

Non-

Parent Guarantor Guarantor
Only Subsidiaries Subsidiary Eliminations Consolidated
$2,302,928 $ 3,105 $ 15,360 $ (17,131) $2,304,262
1,984,334 3,151 13,824 (17,131) 1,984,178
318,594 (46) 1,536 — 320,084
112,702 808 85 — 113,595
906 — — — 906
204,986 (854) 1,451 — 205,583
(92,740) (234) 989 (1,352) (93,337)
$ 112,246  $ (1,088) $ 2440 $ (1,352) $ 112,246

For the fiscal year ended September 30, 2006
Non-

Parent Guarantor Guarantor
Only Subsidiaries Subsidiary Eliminations Consolidated
$2,124,090 $ 4,439 $18517 $ (19,672)  $2,127,374
2,042,466 4,011 14,366 (19,672) 2,041,171
81,624 428 4,151 — 86,203
107,177 260 89 — 107,526
6,152 — — — 6,152
(31,705) 168 4,062 — (27,475)
13,960 687 1,130 (6,047) 9,730
$ (17,745) $ 855 $ 5192 $ (6047) $ (17,745)




GOLD KIST INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 26, 2004, October 2, 2004, October 1, 2005 and September 30, 2006

(Amounts in Thousands, Except Share Amounts)
Statement of Cash Flows:

For the fiscal year ended June 26, 2004

Non-

Parent Guarantor Guarantor

Only Subsidiaries Subsidiary Eliminations C lidated
Net cash provided by (used in) operating activities $ 219,812 $ (5,114) $ 20 — $ 214,718
Cash flows from investing activities:
Acquisitions of property, plant and equipment (42,206) 4) — — (42,210)
Other (442) 5,089 — — 4,647
Net cash provided by (used in) investing activities (42,648) 5,085 — — (37,563)
Cash flows from financing activities:
Proceeds from long-term debt 196,940 — — — 196,940
Principal repayments of long-term debt (240,485) — — — (240,485)
Payments of deferred financing costs (7,965) — — — (7,965)
Patronage refunds and other equity paid in cash (3,935) — — — (3,935)
Changes in net overdrafts (212) — — — (212)
Net cash used in financing activities (55,657) — — — (55,657)
Net change in cash and cash equivalents 121,507 (29) 20 — 121,498
Cash and cash equivalents at beginning of period 2,625 164 2,509 — 5,298
Cash and cash equivalents at end of period $ 124,132 $ 135 $ 2,529 — $ 126,796

Statement of Cash Flows:

Transition quarter ended October 2, 2004

Non-

Parent Guarantor Guarantor

Only bsidiaries Subsidiary Eliminations Consolidated
Net cash provided by (used in) operating activities $ 69,495 $ 479 $ 6,017 — $ 75,038
Cash flows from investing activities:
Acquisitions of property, plant and equipment (25,160) — — — (25,160)
Other 694 652 — — 1,346
Net cash provided by (used in) investing activities (24,466) 652 — — (23,814)
Cash flows from financing activities:
Principal repayments of long-term debt (1,914) — — — (1,914)
Payments of deferred financing costs (444) — — (444)
Patronage refunds and other equity paid in cash (6,719) — — — (6,719)
Repayments of life insurance policy borrowings (4,211) — — — (4,211)
Changes in net overdrafts 3,633 — — — 3,633
Net cash used in financing activities (9,655) — — — (9,655)
Net change in cash and cash equivalents 35,374 178 6,017 — 41,569
Cash and cash equivalents at beginning of period 124,132 135 2,529 — 126,796

Cash and cash equivalents at end of period $159,506 $ 313 $ 8,546 — $ 168,365




Statement of Cash Flows:

Net cash provided by (used in) operating activities
Cash flows from investing activities:

Acquisitions of property, plant and equipment
Other

Net cash provided by (used in) investing activities

Cash flows from financing activities:

Principal repayments of long-term debt

Payments of deferred financing costs

Patronage refunds and other equity paid in cash
Proceeds from initial public offering, net of expenses
Cash distributions to members and equity holders
Treasury stock acquired

Changes in net overdrafts

Other

Net cash used in financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

GOLD KIST INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 26, 2004, October 2, 2004, October 1, 2005 and September 30, 2006

(Amounts in Thousands, Except Share Amounts)

For the fiscal year ended October 1, 2005

Non-

Parent Guarantor
Only Subsidi Eliminations C lidated
$ 184,994 $ (5,988) — $ 177,673
(80,748) — — (80,760)
4,606 — — 6,310
(76,142) — — (74,450)
(158,266) — — (158,266)
(1,017) — — (1,017)
(3,165) — — (3,165)
139,876 — — 139,876
(105,963) — — (105,963)
(383) — — (383)
672 — — 672
225 — — 225
(128,021) — — (128,021)
(19,169) (5,988) — (24,798)
159,506 8,546 — 168,365
$ 140,337 $ 2,558 — $ 143,567




GOLD KIST INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 26, 2004, October 2, 2004, October 1, 2005 and September 30, 2006

Statement of Cash Flows:

Net cash provided by (used in) operating activities
Cash flows from investing activities:

Acquisitions of property, plant and equipment
Other

Net cash provided by (used in) investing activities

Cash flows from financing activities:
Principal repayments of long-term debt
Payments of deferred financing costs
Treasury stock acquired

Changes in net overdrafts

Other

Net cash used in financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

(Amounts in Thousands, Except Share Amounts)

For the fiscal year ended September 30, 2006

Non-

Parent Guarantor Gua::nmr
Only Subsidiaries Subsidiary Eliminations C lidated
$ 36,145 $  (440) $ (10) — $ 35,695
(90,429) ) — — (90,438)
(8,917) 344 — — (8,573)
(99,346) 335 — — (99,011)
(1,769) — — — (1,769)
(1,134) — — — (1,134)
(411) — — — (411)
563 — — — 563
32 — — — 32
(2,719) — — — (2,719)
(65,920) (105) (10) — (66,035)
140,337 672 2,558 — 143,567
$ 74,417 $ 567 $ 2,548 G $ 77,532




