
    

UNITED STATES  
SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  
  

Form 8-K/A  
(Amendment No. 1)  

  

Current Report  

Pursuant to Section 13 or 15(d) of the  
Securities Exchange Act of 1934  

Date of Report (Date of earliest event reported): March 3, 2010 (December 23, 2009)  
  

Pinnacle Foods Finance LLC  
(Exact name of registrant as specified in its charter)  

  

Commission File Number: 333-148297  
  

1 Old Bloomfield Avenue  
Mt. Lakes, New Jersey 07046  

(Address of principal executive offices, including zip code)  

(973) 541-6620  
(Registrant’s telephone number, including area code)  

(Former name or former address, if changed since last report)  
  

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the following provisions:  
  

  

  

  

  

Delaware  20-8720036
(State or other jurisdiction 

of incorporation)
(IRS Employer 

Identification No.)

� Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

� Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

� Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

� Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 



This amendment hereby amends the Current Report on Form 8-K of Pinnacle Foods Finance LLC (the “Company”) originally filed 
with the Securities and Exchange Commission on December 24, 2009 (the “Report”) with reference to the acquisition of Birds Eye 
Foods, Inc.  

The information previously reported in the Report is incorporated by reference into this Amendment.  
  

Pinnacle Foods Finance LLC hereby amends Item 2.01 of its current report on Form 8-K filed December 24, 2009 as follows:  

The financial statements and pro forma condensed financial information required to be filed pursuant to Rule 3-05 of Regulation S-X 
and Article 11 of Regulation S-X, as amended, are included in this current report on Form 8-K/A under Item 9.01.  
  
  

Included herein as Exhibit 99.1 to this Form 8-K/A are the following financial statements of Birds Eye Foods, Inc.:  
  

  

Included herein as Exhibit 99.2 to this Form 8-K/A is the unaudited pro forma condensed consolidated financial 
information with respect to the acquisition of Birds Eye Foods, Inc.  

  

  

Item 2.01. Completion of Acquisition or Disposition of Assets. 

Item 9.01. Financial Statements and Exhibits. 

 (a) Financial Statements of Businesses Acquired. 

Report of independent registered public accounting firm   

Consolidated balance sheets as of June 28, 2008, June 27, 2009 and September 26, 2009 (unaudited)   

Consolidated statements of operations and comprehensive (loss)/income for the fiscal years ended June 30, 
2007, June 28, 2008 and June 27, 2009 and the three months ended September 27, 2008 (unaudited) and 
September 26, 2009 (unaudited)   

Consolidated statements of cash flows for the fiscal years ended June 30, 2007, June 28, 2008 and June 27, 
2009 and the three months ended September 27, 2008 (unaudited) and September 26, 2009 (unaudited)   

Consolidated statements of stockholder’s deficit for the fiscal years ended June 30, 2007, June 28, 2008 and 
June 27, 2009 and the three months ended September 26, 2009 (unaudited)   

Notes to consolidated financial statements   

Financial statement schedule   

 (b) Pro Forma Financial Information. 

 (d) Exhibits. 

Exhibits No.   Document

23.1   Consent of Deloitte & Touche LLP

99.1   Birds Eye Foods, Inc. Consolidated Financial Statements

  Report of independent registered public accounting firm

  Consolidated balance sheets as of June 28, 2008, June 27, 2009 and September 26, 2009 (unaudited)

  

Consolidated statements of operations and comprehensive (loss)/income for the fiscal years ended June 30, 
2007, June 28, 2008 and June 27, 2009 and the three months ended September 27, 2008 (unaudited) and 
September 26, 2009 (unaudited)

  

Consolidated statements of cash flows for the fiscal years ended June 30, 2007, June 28, 2008 and June 27, 
2009 and the three months ended September 27, 2008 (unaudited) and September 26, 2009 (unaudited)

  

Consolidated statements of stockholder’s deficit for the fiscal years ended June 30, 2007, June 28, 2008 and 
June 27, 2009 and the three months ended September 26, 2009 (unaudited)

  Notes to consolidated financial statements

  Financial statement schedule

99.2
  

Pro forma condensed consolidated financial information with respect to the acquisition of Birds Eye Foods, 
Inc.



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 thereto duly authorized.  
  

Date: March 3, 2010  

Pinnacle Foods Finance LLC

By:  /S/    CRAIG STEENECK        

Name: Craig Steeneck
Title:

 

Executive Vice President and Chief Financial 
Officer



Exhibit 23.1 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM  

We consent to the inclusion in the Current Report on Form 8-K/A (Amendment No. 1) of Pinnacle Foods Finance LLC dated March 
3, 2010 of our report dated October 2, 2009 related to the consolidated financial statements and financial statement schedule of Birds 
Eye Foods, Inc. (a wholly-owned subsidiary of Birds Eye Holdings LLC) and subsidiaries (which report expresses an unqualified 
opinion and includes an explanatory paragraph relating to the adoption of Financial Accounting Standards Board Interpretation No. 
48, “Accounting for Uncertainty in Income Taxes, an interpretation of FASB Statement No. 109”).  

/s/ DELOITTE & TOUCHE LLP  

Rochester, New York  
March 3, 2010  



Exhibit 99.1 

Report of Independent Registered Public Accounting Firm  

To the Board of Directors and Stockholder  
of Birds Eye Foods, Inc.  
Rochester, New York  

We have audited the accompanying consolidated balance sheets of Birds Eye Foods, Inc. (a wholly-owned subsidiary of Birds 
Eye Holdings LLC) and subsidiaries (the “Company”) as of June 28, 2008 and June 27, 2009, and the related consolidated statements 
of operations and comprehensive (loss)/income, cash flows and stockholder’s deficit for each of the three fiscal years in the period 
ended June 27, 2009. Our audit also included the financial statement schedule presented on pages 43 through 46 of Exhibit 99.1. 
These financial statements and financial statement schedule are the responsibility of the Company’s management. Our responsibility 
is to express an opinion on the financial statements and financial statement schedule based on our audits.  

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

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Birds Eye 
Foods, Inc. and subsidiaries as of June 28, 2008 and June 27, 2009, and the results of their operations and their cash flows for each of 
the three fiscal years in the period ended June 27, 2009, in conformity with accounting principles generally accepted in the United 
States of America. Also, in our opinion, such financial statement schedule, when considered in relation to the basic consolidated 
financial statements taken as a whole, presents fairly in all material respects the information set forth therein.  

As discussed in Note 9 to the consolidated financial statements, effective July 1, 2007, the Company adopted Financial 
Accounting Standards Board Interpretation No. 48, “Accounting for Uncertainty in Income Taxes, an interpretation of FASB 
Statement No. 109”.  

/s/ Deloitte & Touche LLP  
Rochester, New York  
October 2, 2009  
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BIRDS EYE FOODS, INC. 

CONSOLIDATED BALANCE SHEETS  
(Information as of September 26, 2009 is Unaudited)  
(dollars in thousands, except for share information)  

  

The accompanying notes are an integral part of these consolidated financial statements.  
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June 28,

2008   
June 27, 

2009   
September 26,

2009  
         (Unaudited)  

Assets     

Current assets:     

Cash and cash equivalents  $ 75,799   $ 65,005   $ 44,396  
Accounts receivable trade, net of allowances for doubtful accounts of $910, 

$794 and $799, respectively   50,968    54,231    65,520  
Other receivables   4,298    4,065    3,763  
Income taxes refundable   2,527    —      239  
Inventories   115,675    135,916    218,839  
Prepaid expenses and other current assets   8,054    11,215    9,842  
Held for sale assets  7,661    7,402    7,402  
Current deferred tax asset    3,786    4,877    6,948  

    
 

   
 

   
 

Total current assets   268,768    282,711    356,949  
Property, plant, and equipment, net   105,542    117,050    117,845  
Goodwill  55,193    53,334    53,334  
Trademarks    179,500    179,500    179,500  
Other intangible assets, net   34,503    31,712    31,014  
Other assets   12,994    9,290    8,462  

    
 

   
 

   
 

Total assets  $ 656,500   $ 673,597   $ 747,104  
    

 

   

 

   

 

Liabilities and stockholder’s deficit     

Current liabilities:     

Current portion of obligations under capital leases  $ 742   $ 579   $ 586  
Current portion of long-term debt    4,500    4,756    4,758  
Accounts payable   55,282    54,414    74,955  
Income taxes payable   —      4,114    —   
Accrued interest   6,195    4,973    3,601  
Accrued employee compensation   15,851    6,656    8,145  
Accrued workers compensation   9,585    8,781    9,178  
Other accrued liabilities  24,157    21,590    40,444  
Growers payable due to Pro-Fac Cooperative, Inc.    6,343    6,232    7,303  

    
 

   
 

   
 

Total current liabilities   122,655    112,095    148,970  
Obligations under capital leases   76    1,365    1,216  
Long-term debt  719,386    698,460    738,582  
Other non-current liabilities    63,288    61,878    53,999  
Non-current deferred tax liability   37,515    43,604    46,248  

    
 

   
 

   
 

Total liabilities   942,920    917,402    989,015  
             

Commitments and contingencies     

Stockholder’s deficit:     

Common stock, par value $.01; 1,000 shares authorized, issued and outstanding   —      —      —   
Additional paid-in capital   40    10    110  
Accumulated deficit   (268,702)   (215,057)   (214,921) 
Accumulated other comprehensive loss:    

Unrealized loss on hedging activity, net of taxes    (3,755)   (4,259)   (3,337) 
Pension and other postretirement benefits liability, net of taxes   (14,003)   (24,499)   (23,763) 

    
 

   
 

   
 

Total stockholder’s deficit   (286,420)   (243,805)   (241,911) 
             

Total liabilities and stockholder’s deficit   $ 656,500   $ 673,597   $ 747,104  
    

 

   

 

   

 



BIRDS EYE FOODS, INC. 

CONSOLIDATED STATEMENTS OF OPERATIONS  
AND COMPREHENSIVE (LOSS)/INCOME  

(Information for the three months ended September 27, 2008 
and September 26, 2009 is Unaudited)  

(dollars in thousands, except for share information)  
  

The accompanying notes are an integral part of these consolidated financial statements.  
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 Fiscal years ended   Three months ended  

 
June 30,

2007
June 28,

2008
June 27, 

2009   
September 27,

2008   
September 26,

2009
           (Unaudited)   (Unaudited)  

Net sales  $ 782,714  $ 868,318  $ 935,644   $ 195,434   $ 181,113  
Cost of sales   (548,190)   (596,983)   (669,427)   (146,936)   (139,316) 

   
 

   
 

   
 

   
 

   
 

Gross profit   234,524   271,335   266,217    48,498    41,797  
Selling, administrative, and general expense   (149,200)  (148,833)  (135,722)   (32,389)   (30,469) 
Restructuring   (399) (690) (1,169)   —      —   
Other expense   (1,379)   —      —      —      —    

   
 

   
 

   
 

   
 

   
 

Operating income   83,546   121,812   129,326    16,109    11,328  
Loss on early extinguishment of debt   (2,272)  —    —      —      —   
Interest expense   (25,680)  (63,100)  (50,001)   (13,746)   (11,017) 

                    

Pretax income from continuing operations   55,594   58,712   79,325    2,363    311  
Tax provision   (22,410)  (21,491)  (26,220)   (1,120)   (190) 

                    

Income from continuing operations   33,184    37,221    53,105    1,243    121  
Discontinued operations, net of taxes   (42,080)  830   540    368    15  

   
 

   
 

   
 

   
 

   
 

Net (loss)/income  $ (8,896)  $ 38,051   $ 53,645   $ 1,611   $ 136  
                    

Net (loss)/income  $ (8,896)  $ 38,051   $ 53,645   $ 1,611   $ 136  
Other comprehensive income/(loss):      

Pension liability and other postretirement benefits, 
net of taxes   3,283   (913)  (10,496)   310    736  

Unrealized gain/(loss) on hedging activity, net of 
taxes   1,314  (5,515) (504)   463    922  

   
 

   
 

   
 

   
 

   
 

Other comprehensive income/(loss)   4,597   (6,428)  (11,000)   773    1,658  
                    

Comprehensive (loss)/income  $ (4,299)  $ 31,623   $ 42,645   $ 2,384   $ 1,794  
   

 
   

 
   

 
   

 
   

 

Income from continuing operations allocated to common 
stockholder  $ 1,727   $ 37,221   $ 53,105   $ 1,243   $ 121  

                    

Net (loss)/income allocated to common stockholder  $ (40,353)  $ 38,051   $ 53,645   $ 1,611   $ 136  
   

 
   

 
   

 
   

 
   

 

Basic and diluted net (loss)/income per common share:      

Income from continuing operations  $ 1,918.89  $37,221.00  $53,105.00   $ 1,243.00   $ 121.00  
Discontinued operations, net of taxes   (46,755.56)   830.00    540.00    368.00    15.00  

   
 

   
 

   
 

   
 

   
 

Net (loss)/income  $(44,836.67)  $38,051.00   $53,645.00   $ 1,611.00   $ 136.00  
   

 

   

 

   

 

   

 

   

 

Basic and diluted weighted average number of shares 
outstanding   900   1,000   1,000    1,000    1,000  



BIRDS EYE FOODS, INC. 

CONSOLIDATED STATEMENTS OF CASH FLOWS  
(Information for the three months ended September 27, 2008  

and September 26, 2009 is Unaudited)  
(dollars in thousands)  
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Fiscal years ended   Three months ended

 
June 30,

2007   
June 28,

2008   
June 27,

2009   
September 27,

2008   
September 26,

2009  
           (Unaudited)   (Unaudited)  

Cash flows from operating activities:      

Net (loss)/income $ (8,896) $ 38,051  $ 53,645   $ 1,611   $ 136  
Adjustments to reconcile net (loss)/income to net cash 

provided by/(used in) operating activities—      

Asset impairment charge and gain on sale of business 
within discontinued operations  39,534   —    —      —      —   

Restructuring activity within discontinued operations  9,836   (1,392)  —      —      —   
Restructuring activity within continuing operations  76   393   568    —      —   
Cash receipts from involuntary conversion 226  —   —      —      —   
Amortization of certain intangible assets   2,869    2,787    2,791    698    698  
Depreciation  21,397   14,837   15,618    3,521    3,069  
Amortization of debt issue costs, amendment costs, 

debt discount and interest in kind (includes loss on 
early extinguishment of debt in 2007)  7,392   35,081   16,048    2,017    5,921  

(Gain)/loss on derivatives  —    —    (1,334)   (124)   725  
Loss/(gain) on sale of property, plant and equipment 1,514  (290) (39)   (585)   17  
Deferred tax (benefit)/provision   (4,144)   15,131    11,782    (21)   —    
Provision/(recoveries) on accounts receivable  188   (114)  104    99    25  
Other  494   165   —      —      —   

Change in operating assets and liabilities:      

Accounts receivable and other receivables  11,570   (6,851)  (3,134)   (15,337)   (11,012) 
Inventories  17,885   (7,721)  (20,742)   (110,206)   (82,379) 
Income taxes refundable/payable (71) (1,965) 6,641    3,359    (4,353) 
Accounts payable and other accrued liabilities   (23,672)   3,699    (14,957)   42,041    34,370  
Due to Pro-Fac Cooperative, Inc.  3,810   (5,135)  (111)   677    1,071  
Other assets and liabilities, net  (19,864)  4,538   (18,856)   (5,196)   428  

   
 

   
 

   
 

   
 

   
 

Net cash provided by/(used in) operating activities 60,144  91,214  48,024    (77,446)   (51,284) 
   

 
   

 
   

 
   

 
   

 

Cash flows from investing activities:      

Purchase of property, plant and equipment  (16,875)  (21,610)  (25,803)   (8,901)   (4,294) 
Proceeds from disposition of business  92,781   2,590   —      —      —   
Proceeds from asset disposals  6,806   624   875    845    —   
Cash receipts from involuntary conversion 515  —   —      —      —   
(Issuance)/repayment of note receivable to Pro-Fac 

Cooperative, Inc.  (1,088)  1,088   —      —      —   
Other  331   39   —      —      —   

   
 

   
 

   
 

   
 

   
 

Net cash provided by/(used in) investing activities 82,470  (17,269) (24,928)   (8,056)   (4,294) 
   

 
   

 
   

 
   

 
   

 



BIRDS EYE FOODS, INC. 

CONSOLIDATED STATEMENTS OF CASH FLOWS—Continued  
(Information for the three months ended September 27, 2008  

and September 26, 2009 is Unaudited)  
(dollars in thousands)  

  

The accompanying notes are an integral part of these consolidated financial statements.  
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 Fiscal years ended   Three months ended

 
June 30,

2007   
June 28,

2008   
June 27, 

2009   
September 27,

2008   
September 26,

2009  
           (Unaudited)   (Unaudited)  

Cash flows from financing activities:      

Proceeds from issuance of long-term debt  450,000  306,900  1,308    —      —   
Net proceeds from Revolving Credit Facility   —      —      —      64,900    36,200  
Payments on long-term debt  (358,584)  (3,375)  (34,628)   (31,125)   (1,189) 
Cash paid for debt issuance costs  (7,026)  (8,728)  —      —      —   
Payments on Termination Agreement with Pro-Fac 

Cooperative, Inc.  (10,000)  —    —      —      —   
Payments on capital leases  (807)  (739)  (540)   (135)   (142) 
Dividend to Birds Eye Holdings LLC (includes 

redemption of preferred stock in 2007)   (284,183)   (298,172)   (190)   —      —    
Birds Eye Holdings LLC investment  18   40   160    160    100  

   
 

   
 

   
 

   
 

   
 

Net cash (used in)/provided by financing activities  (210,582)  (4,074)  (33,890)   33,800    34,969  
                    

Net change in cash and cash equivalents  (67,968)  69,871   (10,794)   (51,702)   (20,609) 
Cash and cash equivalents at beginning of period  73,896   5,928   75,799    75,799    65,005  

   
 

   
 

   
 

   
 

   
 

Cash and cash equivalents at end of period  $ 5,928  $ 75,799  $ 65,005   $ 24,097   $ 44,396  
   

 

   

 

   

 

   

 

   

 

Supplemental disclosure of cash flow information:      

Cash paid during the year for:    
Interest, net of amounts capitalized  $ 30,808   $ 21,880   $ 35,100   $ 10,828   $ 6,468  

   
 

   
 

   
 

   
 

   
 

Income taxes paid/(received) net  $ 197   $ 4,958   $ 14,058   $ (2,046)  $ 4,543  
                    

Supplemental schedule of non-cash investing and financing 
activities:      

Capital lease obligations incurred  $ 38   $ —    $ 2,457   $ 2,457   $ —   
   

 
   

 
   

 
   

 
   

 

Property, plant and equipment purchases included in 
accounts payable  $ 1,590   $ 933   $ 665   $ 959   $ 796  

   
 

   
 

   
 

   
 

   
 

Interest in kind included in long-term debt  $ —    $ 30,751   $ 11,966   $ 964   $ 4,953  
                    

Accretion of preferred stock issuance costs  $ (2,205)  $ —     $ —     $ —     $ —    
   

 
   

 
   

 
   

 
   

 



BIRDS EYE FOODS, INC. 

CONSOLIDATED STATEMENTS OF STOCKHOLDER’S DEFICIT  
FOR THE FISCAL YEARS ENDED JUNE 30, 2007, JUNE 28, 2008  

AND JUNE 27, 2009 AND FOR THE THREE MONTHS ENDED  
SEPTEMBER 26, 2009 (unaudited)  

(Information for the three months ended September 26, 2009 is Unaudited)  
(dollars in thousands)  

  

The accompanying notes are an integral part of these consolidated financial statements.  
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Common

stock 
shares

 
Common

stock 
dollars

 
Additional

paid-In
capital  

 
Accumulated other 

comprehensive (loss)/income   
Total 

stockholder’s
deficit       

Accumulated
deficit   

Hedging
activity   

Pension and other
postretirement 

benefits liability   
Balances, June 24, 2006  900 $ —   $ 46,751   $ —     $ 446   $ (14,230)  $ 32,967  

Net loss  —    —    —      (8,896)   —      —      (8,896) 
Birds Eye Holdings LLC investment  —    —    18    —      —      —      18  
Accretion of preferred stock issuance costs  —    —    (2,205)   —      —      —      (2,205) 
Dividends on preferred stock  —   —  (29,252) —   —      —     (29,252) 
Dividends on common stock  —    —    (10,272)   —      —      —      (10,272) 
Minimum pension liability adjustment, net of taxes  —    —    —      —      —      3,283    3,283  
Unrealized gain on hedging activities, net of taxes  —    —    —      —      1,314    —      1,314  
Effects of changing the pension plan measurement date 

pursuant to ASC Topic 715, net of taxes  —    —    —      (1,089)   —      —      (1,089) 
Effects of the recognition provisions of ASC Topic 715, 

net of taxes  —   —  —   —   —      (2,143)  (2,143) 
        

 
   

 
   

 
   

 
   

 

Balances, June 30, 2007  900  —    5,040    (9,985)   1,760    (13,090)   (16,275) 
Recapitalization related to transfer of ownership from 

Birds Eye Holdings LLC to the Company  100  —    (5,040)   5,040    —      —      —  
Adoption of FIN 48  —    —    —      (3,636)   —      —      (3,636) 
Net income  —    —    —      38,051    —      —      38,051  
Birds Eye Holdings LLC investment  —    —    40    —      —      —      40  
Dividend to Birds Eye Holdings LLC  —    —    —      (298,172)   —      —      (298,172) 
Net actuarial loss and prior service cost recognized in 

accordance with ASC Topic 715  —   —  —   —   —      (913)  (913) 
Unrealized loss on hedging activities, net of taxes  —    —    —      —      (5,515)   —      (5,515) 

                         

Balances, June 28, 2008  1,000 —  40  (268,702) (3,755)   (14,003)  (286,420) 
Net income  —    —    —      53,645    —      —      53,645  
Birds Eye Holdings LLC investment  —    —    160    —      —      —      160  
Dividend to Birds Eye Holdings LLC  —    —    (190)   —      —      —      (190) 
Net actuarial loss and prior service cost recognized in 

accordance with ASC Topic 715  —    —    —      —      —      (10,496)   (10,496) 
Unrealized loss on hedging activities, net of taxes  —    —    —      —      (504)   —      (504) 

        
 

   
 

   
 

   
 

   
 

Balances, June 27, 2009  1,000  —    10    (215,057)   (4,259)   (24,499)   (243,805) 
Net income (unaudited)  —    —    —      136    —      —      136  
Birds Eye Holdings LLC investment (unaudited)  —   —  100  —   —      —     100  
Unrealized gain on hedging activities, net of taxes 

(unaudited)  —    —    —      —      922    —      922  
Net actuarial gain and prior service credit recognized in 

accordance with ASC Topic 715  —    —    —      —      —      736    736  
        

 
   

 
   

 
   

 
   

 

Balances, September 26, 2009 (unaudited).  1,000 $ — $ 110   $ (214,921)  $ (3,337)  $ (23,763)  $ (241,911) 
        

 

   

 

   

 

   

 

   

 



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  

Note 1.    Description of business and summary of significant accounting policies  
Change in names of entities: Subsequent to June 27, 2009, the following name changes became effective:  

  

The accompanying financial statements reflect the name changes for all periods presented.  

Form of organization and nature of business: Birds Eye Foods, Inc. (the “Company” or “Birds Eye Foods”), a Delaware 
corporation, is a wholly-owned subsidiary of Birds Eye Holdings LLC, formerly Agrilink Holdings LLC, a Delaware limited liability 
company (“Holdings LLC”). Birds Eye Foods was formed on July 1, 2007 for the purpose of holding a 100 percent interest in Birds 
Eye Holdings, Inc., which in turn has a 100 percent direct ownership of Birds Eye Group, Inc. (“Birds Eye Group”).  

Birds Eye Holdings, Inc. and Birds Eye Group were previously 100 percent owned by Holdings LLC. Holdings LLC transferred 
its ownership interest in Birds Eye Holdings, Inc. to Birds Eye Foods on July 1, 2007, making Birds Eye Holdings, Inc. a wholly-
owned subsidiary of Birds Eye Foods (“ownership transfer”). This transaction was accounted for as a reorganization of entities under 
common control and, accordingly, there was no change in basis of the underlying assets and liabilities. The accompanying 
consolidated financial statements for fiscal 2008 and fiscal 2009 and the three months ended September 27, 2008 and September 26, 
2009 are reflective of the change in reporting entity that occurred as a result of the ownership transfer on July 1, 2007. The Birds Eye 
Foods consolidated financial statements reflect the financial statements of Birds Eye Holdings, Inc. for periods prior to July 1, 2007.  

Birds Eye Group is a producer and marketer of processed food products. All of Birds Eye Group’s current operating facilities 
are within the United States.  

Holdings LLC was formed on August 19, 2002 (the ‘Closing Date”), pursuant to the terms of a Unit Purchase Agreement by and 
among Pro-Fac Cooperative, Inc., a New York agricultural cooperative (“Pro-Fac”), Birds Eye Group and Vestar/Agrilink Holdings 
LLC (“The Transaction”).  

Unaudited Interim Financial Statements: The accompanying unaudited consolidated financial statements have been prepared in 
accordance with accounting principles generally accepted in the United States of America (“GAAP”) for interim financial information 
and with the requirements of Article 10 of Regulation S-X. Accordingly, they do not include all of the information required by GAAP 
for complete financial statement presentation. In the opinion of management, all adjustments (consisting only of normal recurring 
adjustments) necessary for a fair presentation of the financial position, results of operations, and cash flows have been included. 
Operating results for the three months ended September 26, 2009 are not necessarily the results to be expected for future interim 
periods or the full year.  

Basis of presentation: The accompanying consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”) which requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ 
from these estimates.  
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BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

Consolidation: The consolidated financial statements include the Company and its consolidated subsidiaries after elimination of 
intercompany transactions and balances.  

Fiscal year: The fiscal year of the Company ends on the last Saturday in June. Fiscal 2009 and fiscal 2008 both comprised 52 
weeks and fiscal 2007 comprised 53 weeks. The three months ended September 27, 2008 and September 26, 2009 each comprised 13 
weeks.  

New accounting pronouncements:  
In June 2009, the Financial Accounting Standards Board (‘FASB’) issued Statement of Financial Accounting Standards 

(‘SFAS”) No. 168 (ASC Topic 105) “The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted 
Accounting Principles—a replacement of FASB Statement No. 162’. SFAS 168 (ASC Topic 105) replaces SFAS No. 162, “The 
Hierarchy of Generally Accepted Accounting Principles”, and identifies the sources of authoritative accounting principles and the 
framework for selecting the principles used in the preparation of financial statements that are presented in conformity with generally 
accepted accounting principles in the U.S. The Company adopted the provisions of SFAS No. 168 (ASC Topic 105) for its interim 
period ended September 26, 2009. All references to authoritative accounting literature are in accordance with SFAS No. 168 (ASC 
Topic 105). There have been no changes to the content of the Company’s consolidated financial statements or disclosures as a result 
of implementing SFAS No. 168 (ASC Topic 105).  

In May 2009, the FASB issued SFAS No. 165 (ASC Topic 855), “Subsequent Events”, which provides guidance to establish 
general standards of accounting for and disclosures of events that occur after the balance sheet date but before financial statements are 
issued or are available to be issued. It also requires the disclosure of the date through which an entity has evaluated subsequent events 
and the basis for that date, that is, whether that date represents the date the financial statements were issued or were available to be 
issued. This disclosure should alert all users of financial statements that an entity has not evaluated subsequent events after that date 
in the set of financial statements being presented. SFAS No. 165 (ASC Topic 855) is effective for interim and annual periods ending 
after June 15, 2009. The Company conducted an evaluation under SFAS No. 165 (ASC Topic 855) through November 10, 2009, the 
issuance date of the accompanying interim unaudited consolidated financial statements.  

In April 2009, the FASB issued FSP No. FAS 107-1 and APB 28-1 (ASC 825-10-65), “Interim Disclosures about Fair Value of 
Financial Instruments”. FSP No. FAS 107-1 and APB 28-1 (ASC 825-10-65) amends SFAS No. 107 (ASC Topic 820), “Disclosures 
about Fair Value of Financial Instruments”, to require disclosures about fair value of financial instruments in interim as well as in 
annual financial statements. This FSP also amends Accounting Principles Board (“APB”) Opinion No. 28 (ASC Topic 270), “Interim 
Financial Reporting’, to require those disclosures in all interim financial statements. FSP No. FAS 107-1 and APB 28-1 (ASC 825-
10-65) became effective for the interim reporting period ended September 26, 2009. The adoption of FSP No. FAS 107-1 and APB 
28-1 (ASC 825-10-65) did not have a material effect on its consolidated financial statements.  

In March 2008, the FASB issued SFAS No. 161 (ASC Topic 815), ‘Disclosures about Derivative Instruments and Hedging 
Activities an Amendment of FASB Statement No. 133”. SFAS No. 161 (ASC Topic 815) requires enhanced disclosures to help 
investors better understand the effect of an entity’s derivative instruments and related hedging activities on its financial position, 
financial performance, and cash flows. The Company adopted SFAS No. 161 (ASC Topic 815) during the interim period ended 
September 26, 2009. The adoption of SFAS No. 161 (ASC Topic 815) did not impact the Company’s results of operations, cash 
flows, or financial condition, however, additional footnote disclosures have been made.  
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BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

In December 2007, the FASB issued SFAS No. 160 (ASC Topic 810), “Noncontrolling Interests in Consolidated Financial 
Statements an Amendment of ARB No. 51”. SFAS No. 160 (ASC Topic 810) establishes new accounting and reporting standards for 
the noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. Specifically, this statement requires the 
recognition of a noncontrolling interest (minority interest) as equity in the consolidated financial statements and separate from the 
parent’s equity. The amount of net income attributable to the noncontrolling interest will be included in consolidated net income on 
the face of the income statement. SFAS No. 160 (ASC Topic 810) clarifies that changes in a parent’s ownership interest in a 
subsidiary that do not result in deconsolidation are equity transactions if the parent retains its controlling financial interest. In 
addition, this statement requires that a parent recognize a gain or loss in net income when a subsidiary is deconsolidated. Such gain or 
loss will be measured using the fair value of the noncontrolling equity investment on the deconsolidation date. SFAS No. 160 (ASC 
Topic 810) also includes expanded disclosure requirements regarding the interests of the parent and its noncontrolling interest. SFAS 
No. 160 (ASC Topic 810) is effective for fiscal years beginning on or after December 15, 2008, with retrospective presentation and 
disclosure for all periods presented. Early adoption is prohibited. The Company had no entities or arrangements that were affected by 
the adoption of SFAS No. 160 (ASC Topic 810) during the interim reporting period ended September 26, 2009.  

In December 2007, the FASB issued SFAS No. 141(R) (ASC Topic 805), “Business Combinations”, replacing SFAS No. 141, 
“Business Combinations’. This statement retains the fundamental requirements in SFAS No. 141 that the acquisition method of 
accounting (which SFAS No. 141 termed the purchase method) be used for all business combinations and for an acquirer to be 
identified for each business combination. This Statement also establishes principles and requirements for how the acquirer: a) 
recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling 
interest in the acquiree; b) recognizes and measures the goodwill acquired in the business combination or a gain from a bargain 
purchase; and c) determines what information to disclose to enable users of the financial statements to evaluate the nature and 
financial effects of the business combination. This Statement clarifies that acquirers are required to expense costs related to any 
acquisitions. SFAS No. 141R (ASC Topic 805) will apply prospectively to business combinations for which the acquisition date is on 
or after fiscal years beginning December 15, 2008. Early adoption is prohibited. On September 26, 2009, the Company adopted this 
statement which had no impact on its consolidated financial statements.  

In February 2007, the FASB issued SFAS No. 159 (ASC Topic 825), “The Fair Value Option for Financial Assets and Financial 
Liabilities—Including an Amendment of FASB Statement No. 115”. This Statement provides companies with an option to measure, 
at specified election dates, many financial instruments and certain other items at fair value that are not currently measured at fair 
value. A company that adopts SFAS No. 159 (ASC Topic 825) will report unrealized gains and losses on items for which the fair 
value option has been elected in earnings at each subsequent reporting date. This Statement also established presentation and 
disclosure requirements designed to facilitate comparisons between entities that choose different measurement attributes for similar 
types of assets and liabilities. The Company adopted this Statement in fiscal 2009. The Company has not elected the fair value option 
of SFAS No. 159 (ASC Topic 825).  

In September 2006, the FASB issued SFAS No. 157 (ASC Topic 820), “Fair Value Measurements”. SFAS No. 157 (ASC Topic 
820) defines fair value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands 
disclosures about fair value measurements. This Statement applies under other accounting pronouncements that require or permit fair 
value measurements. Accordingly, this Statement does not require any new fair value measurements. SFAS No. 157 (ASC Topic 820) 
is effective for financial statements issued for fiscal years beginning after November 15, 2007, and interim periods within those  
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BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  
fiscal years. In February 2008, the FASB issued FSP FAS 157-2 (ASC Topic 820) “Effective Date of FASB Statement 157” to allow 
a one-year deferral of adoption of SFAS No. 157 (ASC Topic 820) for non-financial assets and non-financial liabilities that are 
recognized at fair value on a nonrecurring basis. The Company elected this deferral and adopted these provisions on September 26, 
2009, which had no impact on the consolidated financial statements. On June 29, 2008, the Company adopted the other provisions of 
SFAS No. 157 (ASC Topic 820) which had no impact on the consolidated financial statements.  

Cash and cash equivalents: Cash and cash equivalents include short-term investments with original maturities of three months 
or less.  

Trade accounts receivable: The Company accounts for trade receivables at outstanding billed amounts, net of allowances for 
doubtful accounts. The Company estimates its allowance for doubtful accounts as a percentage of receivables overdue. Also included 
in the allowance, in their entirety, are those accounts that have filed for bankruptcy, been sent to collections, and any other accounts 
management believes are not collectible based on historical information. The Company periodically reviews the accounts included in 
the allowance to determine those to be written off. Generally, after a period of one year, or through legal counsel’s advice, accounts 
are written off. It is not Company policy to accrue interest on past due accounts. The Company’s allowance for doubtful accounts was 
approximately $0.9 million as of June 28, 2008 and $0.8 million as of June 27, 2009 and September 26, 2009.  

Inventories: Inventories are stated at the lower of cost or market on the first-in, first-out (“FIFO”) method. The Company 
provides inventory reserves for obsolete or slow moving inventory based on changes in consumer demand and other economic 
conditions. These reserves at June 28, 2008, June 27, 2009 and September 26, 2009 totaled $1.2 million, $1.5 million and $1.6 
million, respectively.  

Property, plant, and equipment and related lease arrangements: Property, plant, and equipment are depreciated over the 
estimated useful lives of the assets using the straight-line method, half-year convention, utilizing the following lives:  
  

Lease arrangements are capitalized when such leases convey substantially all of the risks and benefits incidental to ownership. 
Assets subject to capital leases are amortized over either the lease term or the life of the related assets, depending upon available 
purchase options and lease renewal features. Amortization related to assets subject to capital leases is included within depreciation 
expense.  

Held for sale assets are separately classified on the consolidated balance sheet. The recorded value is the lower of the carrying 
value or fair value less costs to sell. See Note 3 to the “Notes to Consolidated Financial Statements” for additional disclosures 
regarding held for sale assets.  

Goodwill: Goodwill includes the cost in excess of the fair value of net identifiable assets acquired in purchase transactions. 
Goodwill is not amortized, but instead tested annually for impairment. The Company tests for impairment of goodwill using a two-
step approach during the fourth quarter of each fiscal year or at any other  
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BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  
time when impairment indicators exist. In the first step, the Company estimates the fair values of its reporting units. If the carrying 
amount of the reporting unit exceeds its fair value, the second step of the goodwill impairment test is performed to measure the 
amount of the impairment loss, if any. In the second step, the implied fair value of the goodwill is estimated as the fair value of the 
reporting unit used in the first step less the fair values of all other net tangible and intangible assets of the reporting unit. If the 
carrying amount of the goodwill exceeds its implied fair market value, an impairment loss is recognized in an amount equal to that 
excess, not to exceed the carrying amount of the goodwill. In addition, goodwill of a reporting unit is tested for impairment between 
annual tests if an event occurs or circumstances change that would indicate that goodwill may be impaired. See Note 6 to the “Notes 
to Consolidated Financial Statements” for additional disclosures regarding goodwill.  

Other intangible assets: Other intangible assets include customer relationships, non-competition agreements, employment 
contracts, trademarks, and a trademark royalty agreement. Trademarks have been deemed to have an indefinite life and are, therefore, 
not amortized but are tested annually for impairment. Other intangible assets are amortized on a straight-line basis over 5 to 36 years. 
See Note 6 to the “Notes to Consolidated Financial Statements” for additional disclosures regarding intangible assets.  

Impairment of long-lived assets: The Company reviews its long-lived assets for impairment in accordance with ASC Topic 360 
(SFAS No. 144 “Accounting for the Impairment or Disposal of Long-Lived Assets”), whenever events or changes in circumstances 
indicate that the carrying amount of an asset may not be recoverable. When the carrying value of the asset is in excess of the sum of 
the undiscounted cash flows expected to result from the use of the asset and its eventual disposition, this indicates that a long-lived 
asset may be impaired. When an impairment is indicated, the estimated future cash flows are then discounted, or another appropriate 
fair value methodology is utilized, to determine the estimated fair value of the asset and an impairment charge, if any, is recorded for 
the difference between the carrying value and the fair value of the asset.  

Carrying values of intangible assets with indefinite lives (trademarks) are reviewed at least annually, for possible impairment in 
accordance with ASC Topic 350 (SFAS No. 142 “Accounting for Goodwill and Other Intangible Assets’). The Company’s 
impairment review is based on a discounted cash flow approach that requires judgment with respect to future volume, revenue and 
expense growth rates and the selection of the appropriate discount rate. The Company uses estimates based on expected trends in 
making these assumptions. An impairment charge would be recorded for the difference between the carrying value and the net present 
value of estimated cash flows, which represents the estimated fair value of the asset. The Company uses its judgment in assessing 
whether assets may have become impaired between annual valuations. Indicators such as unexpected adverse, economic factors or 
competitive activities may signal that an asset has become impaired. See Note 6 to the ‘Notes to Consolidated Financial Statements” 
for additional disclosures.  

The determination of the fair value and any potential subsequent impairment of the Company’s remaining long-lived assets 
require management to make estimates and assumptions that may affect its consolidated financial statements.  

Derivative financial instruments: The Company does not engage in speculative derivatives. Derivative financial instruments are 
utilized to hedge interest rate risk and commodity price risk and are not held for trading purposes. See Note 7 to the “Notes to 
Consolidated Financial Statements” for additional disclosures regarding the Company’s hedging activities.  

Income taxes: Birds Eye Foods and its consolidated subsidiaries are C Corporations subject to federal, state, and foreign 
taxation. Income taxes are provided on income for financial reporting purposes. Deferred income  
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BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  
taxes resulting from temporary differences between financial reporting and tax reporting are appropriately classified on the 
Consolidated Balance Sheet. A valuation allowance is provided when it is more likely than not that some portion of the deferred tax 
assets will not be realized. See Note 9 to the “Notes to Consolidated Financial Statements” for additional disclosures regarding tax 
matters.  

Workers compensation: The Company is primarily self-insured for workers compensation. The Company accrues for the 
estimated losses from both asserted and unasserted claims. The estimate of the discounted liability for unasserted claims arising from 
unreported incidents is based on an analysis of historical claims data. The accrual for workers compensation at June 28, 
2008, June 27, 2009 and September 26, 2009 was $9.6 million, $8.8 million and $9.2 million, respectively.  

Pension and postretirement benefits other than pensions: The Company and its subsidiaries have several pension plans and 
participated in one union sponsored pension plan. In addition, the Company sponsors benefit plans that provide postretirement 
medical and life insurance benefits for certain current and former employees of the Company. Charges to income with respect to 
plans sponsored by the Company and its subsidiaries are based upon actuarially determined costs. Pension liabilities are funded by 
periodic payments to the various pension plan trusts. See Note 10 to the “Notes to Consolidated Financial Statements” for additional 
disclosures regarding pension and postretirement benefits.  

Revenue recognition: The Company recognizes revenue on shipments on the date the merchandise is received by the customer 
and title transfers. On this date, the customer’s price is fixed or determinable and collectability is reasonably assured. Product sales 
are reported net of applicable cash discounts, sales allowances and promotions.  

Promotional activities: The Company’s promotional activities are conducted either through the retail trade channel or directly 
with consumers and involve in-store displays; feature price discounts on products; consumer coupons; and similar activities. These 
activities are generally recognized at the time the related revenue is recorded, which normally precedes the actual cash expenditure. 
The recognition of these costs therefore requires management’s judgment regarding the volume of promotional offers that will be 
redeemed by either the retail trade channel or consumer. These estimates are made using various techniques including historical data 
on performance of similar promotional programs. The accrual for promotional activities at June 28, 2008, June 27, 2009, and 
September 26, 2009 was $5.6 million, $4.3 million, and $11.5 million, respectively.  

Shipping and handling expense: The Company follows ASC Topic 605 (Emerging Issues Task Force (“EITF”) 00-10 
“Accounting for Shipping and Handling Fees and Costs” (Issue 00-10)). ASC Topic 605 requires that all amounts billed to customers 
related to shipping and handling should be classified as revenues. Costs include amounts for shipping and handling; therefore, the 
Company charges its customers shipping and handling fees at the time the products are received by the customer and title transfers. 
The cost of shipping products to the customer is recognized at the time the products are shipped to the customer and are classified as 
selling expenses. The cost of shipping products to the customer classified as selling expenses was $21.0 million, $22.2 million and 
$20.8 million in fiscal years 2007, 2008 and 2009, respectively, and $5.3 million and $4.3 million for the three months ended 
September 27, 2008 and September 26, 2009, respectively.  

Advertising: Production costs of commercials and programming are charged to earnings in the period first aired. The costs of 
other advertising and marketing programs are expensed when incurred. Advertising expense, including marketing, incurred in fiscal 
years 2007, 2008 and 2009 amounted to approximately $33.5 million, $36.5 million and $35.5 million, respectively, and $5.4 million 
and $5.3 million for the three months ended September 27, 2008 and September 26, 2009, respectively.  
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BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

Research and development: Research and development costs are expensed as incurred. The amount expensed on internal 
activities relating to the development of new products or the improvement of existing products was $3.0 million, $3.7 million and 
$4.0 million in fiscal years 2007, 2008 and 2009, respectively, and $1.2 million and $0.9 million for the three months ended 
September 27, 2008 and September 26, 2009, respectively.  

Comprehensive income: Under ASC Topic 220 (SFAS No. 130 “Reporting Comprehensive Income”), the Company is required 
to display comprehensive income and its components as part of the financial statements. Comprehensive income is comprised of net 
income and other comprehensive income/(loss), which includes certain changes in equity that are excluded from net income. The 
Company includes adjustments for unrecognized pension and other postretirement benefits costs and unrealized gains and losses on 
hedging transactions in other comprehensive income. The income taxes related to the Company’s unrecognized pension and other 
postretirement benefits costs amounted to approximately $2.1 million, $0.3 million and $6.2 million for fiscal years 2007, 2008 and 
2009, respectively, and $0 for the three months ended September 27, 2008 and September 26, 2009. The income taxes related to the 
Company’s unrealized losses/gains on hedging transactions amounted to approximately $0.8 million, $3.4 million and $0.3 million, in 
fiscal years 2007, 2008 and 2009, respectively, and $0.3 million and $0.6 million for the three months ended September 27, 2008 and 
September 26, 2009, respectively.  

Disclosures about fair value of financial instruments: The following methods and assumptions were used by the Company in 
estimating its fair value disclosures for financial instruments:  

Cash and cash equivalents: The carrying amount approximates fair value because of the short maturity of these 
instruments.  

Long-term debt: The fair value of the long-term debt is estimated based on the quoted market prices for the same or similar 
issues or on the current rates offered for debt of the same remaining maturities. See Note 8 to the “Notes to Consolidated 
Financial Statements” for additional disclosures regarding long-term debt.  

Interest rate swap: The fair value of the interest rate swap is based upon valuation models, assumptions and publicly 
available information as provided by an outside resource.  

Net (loss)/income per common share: ASC Topic 260 (SFAS No. 128 “Earnings per Share”), requires the computation of basic 
and diluted earnings per share. Basic earnings per share is computed by dividing net (loss)/income allocated to common stockholder 
by the weighted-average number of shares of common stock outstanding during the year. The Company’s weighted average number 
of shares outstanding are the same for both the basic earnings per common share and diluted earnings per common share calculations 
for the fiscal years 2007, 2008 and 2009 and for the three months ended September 27, 2008 and September 26, 2009.  
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BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

The following table provides the calculation of income from continuing operations allocated to common stockholder and net 
(loss)/income allocated to common stockholder:  
  

Note 2.    Related party transactions  
The transaction: In connection with the August 19, 2002 Transaction, Birds Eye Group entered into several agreements 

effective as of the Closing Date, including the following:  
(i) Termination agreement. Pro-Fac, a significant shareholder of Holdings LLC, and Birds Eye Group entered into a letter 

agreement dated as of the Closing Date (the ‘Termination Agreement”), pursuant to which, among other things, the marketing 
and facilitation agreement between Pro-Fac and Birds Eye Group (the “Old Marketing and Facilitation Agreement”) which, until 
the Closing Date, governed the crop supply and purchase relationship between Birds Eye Group and Pro-Fac, was terminated. In 
consideration of such termination, Birds Eye Group agreed to pay Pro-Fac a termination fee of $10.0 million per year for five 
years. The final $10.0 million payment was made during the year ended June 30, 2007.  

(ii) Amended and restated marketing and facilitation agreement. Pro-Fac and Birds Eye Group entered into an amended 
and restated marketing and facilitation agreement dated as of the Closing Date (the “Amended and Restated Marketing and 
Facilitation Agreement”). The Amended and Restated Marketing and Facilitation Agreement replaced the Old Marketing and 
Facilitation Agreement. Birds Eye Group pays Pro-Fac the commercial market value (“CMV”) of the crops supplied in 
installments corresponding to the dates of payment by Pro-Fac to its members for crops delivered. CMV is defined as the 
weighted average price paid by other commercial processors for similar crops sold under preseason contracts and in the open 
market in the same or competing market areas. Birds Eye Group makes payments to Pro-Fac for an estimated CMV for a 
particular crop year, subject to adjustments to reflect the actual CMV following the end of such year. Commodity committees of 
Pro-Fac meet with Birds Eye Group management to establish CMV guidelines, review calculations, and report to a joint CMV 
committee of Pro-Fac and Birds Eye Group. The CMV of crops supplied by Pro-Fac was $49.2 million, $18.3 million and $23.2 
million for the fiscal years ended June 30, 2007, June 28, 2008 and June 27, 2009, respectively.  
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(dollars in thousands)

Fiscal years ended  Three months ended

 
June 30,

2007   
June 28,

2008  
June 27, 

2009  
September 27,

2008  
September 26,

2009
         (Unaudited)  (Unaudited)
Income from continuing operations  $ 33,184   $37,221 $53,105 $ 1,243 $ 121
Less: Accretion of preferred stock issuance costs 2,205  —  —    —   —  
Less: Dividends on preferred stock   29,252    —    —    —    —  

   
 

            

Income from continuing operations allocated to common 
stockholder  $ 1,727   $37,221 $53,105 $ 1,243 $ 121

                

Net (loss)/income  $ (8,896)  $38,051 $53,645 $ 1,611 $ 136
Less: Accretion of preferred stock issuance costs  2,205   —   —    —   —  
Less: Dividends on preferred stock  29,252   —   —    —   —  

                

Net (loss)/income allocated to common stockholder  $(40,353)  $38,051 $53,645 $ 1,611 $ 136
   

 
            



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

Under the Amended and Restated Marketing and Facilitation Agreement, Birds Eye Group determines the amount of crops 
which Birds Eye Group will acquire from Pro-Fac for each crop year. If the amount to be purchased by Birds Eye Group during 
a particular crop year does not meet (i) a defined crop amount and (ii) a defined target percentage of Birds Eye Group’s needs 
for each particular crop, then certain shortfall payments will be made by Birds Eye Group to Pro-Fac. The defined crop amounts 
and targeted percentages were set based upon the needs of Birds Eye Group in the 2002 crop year (fiscal 2003). The shortfall 
payment provisions of the agreement include a maximum shortfall payment, determined for each crop, that can be paid over the 
term of the Amended and Restated Marketing and Facilitation Agreement. The aggregate shortfall payment amounts for all 
crops currently purchased by the Company under the agreement cannot exceed $4.5 million over the remaining term of the 
agreement.  

Unless terminated earlier, the Amended and Restated Marketing and Facilitation Agreement will continue in effect until 
August 19, 2012. Birds Eye Group may terminate the Amended and Restated Marketing and Facilitation Agreement prior to 
August 19, 2012 upon the occurrence of certain events, including in connection with a change in control transaction affecting 
Birds Eye Group or Birds Eye Holdings Inc. Birds Eye Group may terminate the Amended and Restated Marketing Agreement 
as a result of a change in control without the payment of any termination fee. Also, Birds Eye Group may sell portions of its 
business and the volumes of crop purchases previously made by Birds Eye Group with respect to the sold business are 
disregarded for purposes of determining shortfall payments.  

(iii) Management agreement. The Company and Vestar Capital Partners entered into a management agreement dated as of 
August 19, 2002 (the “Management Agreement”) pursuant to which Vestar Capital Partners, an investment firm and affiliate of 
Vestar Capital Partners IV, L.P., a Delaware limited partnership and the sole member of Vestar/Agrilink Holdings (“Vestar 
Capital Partners”), provides advisory and consulting services to the Company. In consideration for such services, the Company 
pays Vestar Capital Partners an annual management fee equal to the greater of $1.0 million or 0.7 percent of the Company’s 
earnings, before interest, taxes, depreciation and amortization. The management fee paid by the Company to Vestar Capital 
Partners was $1.0 million in fiscal years 2007, 2008 and 2009.  

The Management Agreement does not include investment banking or other financial advisory services in connection with 
acquisitions, divestitures, refinancings, or restructurings. In fiscal 2007, the Company paid $1.3 million to Vestar Capital 
Partners for services rendered in relation to the Company’s refinancing.  

Note 3.    Discontinued operations and held for sale assets  
Non-brand frozen vegetables business: On December 21, 2006, the Company completed the sale of its non-brand frozen 

vegetable business, historically reported in the non-brand reporting segment, to Allens Inc. (“Allens”) and recognized a gain on sale 
of $0.6 million recorded within discontinued operations. The sale consisted primarily of inventory and manufacturing facilities in 
Brockport, Bergen and Oakfield, New York; Fairwater, Wisconsin; and Montezuma, Georgia. The sale also included the Chill Ripe 
and Garden Classic brand names and the assumption by Allens of several contractual obligations associated with the non-brand 
frozen vegetable business.  

As part of the decision to exit the non-brand frozen vegetable business, the Company also completed the closure of its 
manufacturing facility in Watsonville, California. During fiscal 2007, the Company sold certain tangible personal property located at 
the Watsonville location. The Company recorded a $5.7 million impairment charge to write down the carrying value of the 
Watsonville personal property to its fair value less costs to sell.  
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  
This charge is included within discontinued operations. The building, improvements, and remaining land in Watsonville, California 
are currently held for sale and are expected to be sold in fiscal 2010.  

The Company’s decision to exit the non-brand frozen vegetable business also resulted in the elimination of a number of 
administrative positions in both the Rochester, New York and Green Bay, Wisconsin locations.  

The following table highlights the fiscal 2007, 2008 and 2009 non-brand frozen vegetable business pre-tax exit costs recorded in 
accordance with ASC Topic 420 (SFAS No. 146 “Accounting for Costs Associated with Exit or Disposal Activities”). The liability is 
included in other accrued liabilities in the accompanying Consolidated Balance Sheets. These costs are all reported within 
discontinued operations:  
  

There are no remaining exit costs expected.  

In fiscal 2007, the Company also recorded a pre-tax fixed asset impairment charge of $18.9 million and recognized accelerated 
depreciation charges of $2.2 million to reflect the shortened asset lives which coincided with the final production dates. In addition, 
the Company recorded inventory markdowns of $15.3 million. These costs are all recorded within discontinued operations.  

As required by the terms of the Senior Secured Credit Agreement dated August 19, 2002, the net proceeds from the sale of the 
non-brand frozen vegetable business were used to pay down borrowings on that facility.  

The Company allocated interest expense and a portion of amortization of debt issue costs to discontinued operations in fiscal 
2007 in the amount of $3.8 million. In addition, the Company wrote off $0.8 million in deferred financing fees in fiscal 2007 which is 
also included in discontinued operations.  

In conjunction with the closure of the Watsonville, California facility in fiscal 2007, the Company estimated and recorded a 
withdrawal liability based on information from the union sponsored pension plan of approximately $1.5 million. In fiscal 2008, based 
upon new information received by the Company from the union sponsored pension plan, the Company revised the estimated liability 
as it was determined the Company has no withdrawal liability.  
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(dollars in thousands)   
Termination

benefits   

Contract
termination

costs   
Pension 
charge   Total  

Liability balance June 24, 2006   $ —    $ —    $ —     $ —   
Expense   6,206   6,576    1,500    14,282  
Cash payments  (4,446) —    —      (4,446) 
Buyers share of termination benefits    199    —      —      199  

    
 

   
 

   
 

   
 

Liability balance June 30, 2007   1,959   6,576    1,500    10,035  
Expense/(income)   278   —     (1,500)   (1,222) 
Cash payments  (1,913) (6,576)  —      (8,489) 

    
 

   
 

   
 

   
 

Liability balance June 28, 2008   324   —     —      324  
Cash payments   (247)  —     —      (247) 

                 

Liability balance June 27, 2009   $ 77   $ —     $ —     $ 77  
    

 

   

 

   

 

   

 



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

Discontinued operations—In accordance with ASC Topic 360 (SFAS No. 144 “Accounting for the Impairment or Disposal of 
Long-Lived Assets”), the operations of the non-brand frozen vegetable business have been presented as discontinued operations in the 
accompanying Consolidated Statements of Operations and Comprehensive (Loss)/Income as follows:  
  

Held for sale assets The major classes of assets included in the Consolidated Balance Sheets as held for sale assets are as 
follows:  
  

Note 4.    Inventories  
The major classes of inventories, net of inventory obsolescence reserves of $1.2 million, $1.5 million and $1.6 million as of 

June 28, 2008, June 27, 2009 and September 26, 2009, respectively, are as follows:  
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(dollars in thousands)

  Fiscal years ended  

 
June 30,

2007
June 28, 

2008   
June 27,

2009  
Net sales   $107,112   $ —     $ —    

    
 

   
 

   
 

(Loss)/gain before income taxes and gain on sale (inclusive of asset 
impairment, restructuring, and deferred financing charges described 
above)  $ (69,102) $1,334   $ 865  

Gain on sale    595    —      —    
    

 
   

 
   

 

(Loss)/gain before income taxes   (68,507)   1,334    865  
Income tax benefit/(provision)   26,427    (504)   (325) 

             

Discontinued operations, net of taxes   $ (42,080)  $ 830   $ 540  
    

 

   

 

   

 

   Fiscal years ended

(dollars in thousands)   
June 28, 

2008   
June 27, 

2009

Property, plant and equipment, net   $7,661  $7,402
        

   Fiscal years ended   
Three months

ended

(dollars in thousands)   
June 28,

2008   
June 27, 

2009   
September 26,

2009
         (Unaudited)
Finished goods   $ 94,319  $108,971  $ 199,942
Raw materials and supplies   21,356  26,945   18,897

            

Total inventories   $115,675  $135,916  $ 218,839
            



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  
Note 5.    Property, plant and equipment and related obligations  

The following is a summary of property, plant and equipment and related obligations at June 28, 2008 and June 27, 2009:  
  

Interest capitalized in conjunction with construction amounted to approximately $0.1 million in fiscal 2007 and approximately 
$0.5 million in fiscal years 2008 and 2009.  

The following is a schedule of future minimum lease payments primarily for warehouse, production and office facilities and 
equipment, together with the present value of the minimum lease payments related to capitalize leases, both as of June 27, 2009.  
  

Total rent expense related to operating leases (including lease arrangements of less than one year which are not included in the 
previous table) amounted to $9.6 million, $7.7 million and $8.2 million for fiscal years 2007, 2008 and 2009, respectively.  
  

18 

(dollars in thousands)

  Fiscal years ended  
  June 28, 2008   June 27, 2009  

  
Owned 
assets   

Leased
assets   Total   

Owned 
assets   

Leased 
assets   Total  

Land   $ 6,662   $ —    $ 6,662   $ 6,658   $ —     $ 6,658  
Land improvements   1,778   —    1,778   1,827    —     1,827  
Buildings   34,213  —   34,213  44,830    —     44,830  
Machinery and equipment    130,565    4,001    134,566    138,637    2,531    141,168  
Construction in progress   3,613   —    3,613   7,973    —     7,973  

    
 

   
 

   
 

   
 

   
 

   
 

  176,831   4,001   180,832   199,925    2,531   202,456  
Less accumulated depreciation and amortization   (72,118) (3,172) (75,290) (84,762)   (644)  (85,406) 

    
 

   
 

   
 

   
 

   
 

   
 

Net   $104,713   $ 829   $105,542   $115,163   $1,887   $117,050  
    

 
   

 
   

 
   

 
   

 
   

 

Obligations under capital leases   $ 818   $1,944   
Less current portion     (742)     (579)  

     
 

     
 

 

Long-term portion    $ 76     $1,365   

Fiscal year ending last Saturday in June
(dollars in thousands)   

Capital
leases   

Operating
leases   

Total future
commitment

2010   $ 692   $ 7,233  $ 7,925
2011  680   6,996   7,676
2012    677    5,843   6,520
2013   113    4,621   4,734
2014   —     3,760   3,760
Later years   —     17,688   17,688

            

Net minimum lease payments    2,162   $46,141  $ 48,303
         

Less amount representing interest   (218)    
        

Present value of minimum lease payments   $1,944     



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  
Note 6.    Accounting for goodwill and intangible assets  

Goodwill: The Company follows ASC Topic 350 (SFAS No. 142 “Goodwill and Other Intangible Assets”), which requires that 
goodwill not be amortized, but instead be tested at least annually for impairment and expensed against earnings when its implied fair 
value is less than its carrying amount.  

During the quarters ended June 30, 2007, June 28, 2008 and June 27, 2009, the Company performed an annual impairment test 
as required by ASC Topic 350. The fair value of the Company’s reporting units was determined and was compared to their carrying 
value, indicating that no impairment exists.  

During fiscal 2008, the Company reversed a pre-acquisition valuation allowance against state income tax credits and 
carryforwards resulting in a decrease in goodwill of $3.6 million. In accordance with ASC Topic 740 (EITF 93-7 “Uncertainties 
Related to Income Taxes in a Purchase Business Combination”), the effect of income tax settlements that result from prior business 
combinations years should be applied to increase or decrease the goodwill balance attributable to that acquisition. Accordingly, 
during fiscal year 2009 the Company decreased its goodwill by $1.9 million to reflect the estimates of the tax settlements for the 
amounts incurred prior to The Transaction. There were no changes in goodwill during the three months ended September 26, 2009.  

A summary of changes in the Company’s goodwill during fiscal 2008 and 2009 by business segment is outlined as follows:  
  

Intangible assets: As outlined in ASC Topic 350, certain intangibles with a finite life are required to be amortized. ASC Topic 
350 also requires that intangible assets with indefinite lives not be amortized, however, are required to be tested annually for 
impairment. During the quarters ended June 30, 2007, June 28, 2008 and June 27, 2009, the Company performed an asset impairment 
test and concluded that the fair value of such assets exceeded their carrying value.  
  

19 

(dollars in thousands)

 Fiscal years ended

  
June 30,

2007   Adjustments  
June 28, 

2008   Adjustments  
June 27,

2009

Frozen food group  $48,227  $ (3,186) $45,041  $ (1,635) $43,406
Specialty food group    10,587   (435)   10,152   (224)   9,928

        
 

       
 

   

Total   $58,814  $ (3,621)  $55,193  $ (1,859)  $53,334
        

 

       

 

   



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

The following schedule sets forth the major classes of intangible assets held by the Company:  
  

The aggregate amortization expense associated with intangible assets was approximately $2.8 million in fiscal 2007, 2008 and 
2009 and $0.7 million for the three months ended September 27, 2008 and September 26, 2009. The aggregate amortization expense 
for the remainder of fiscal 2010 and for each of the four succeeding fiscal years is estimated as follows:  
  

Note 7.    Accounting for derivative instruments, hedging activities, and fair value measurements  
Derivative instruments and hedging activities  

ASC Topic 815 (SFAS No. 133 “Accounting for Derivative Instruments and Hedging Activities”), requires the recognition of all 
derivative financial instruments as either assets or liabilities in the balance sheet and measurement of those instruments at fair value. 
Changes in the fair values of those derivatives will be reported in earnings or other comprehensive income depending on the use of 
the derivative and whether it qualifies for hedge accounting. The accounting for gains and losses associated with changes in the fair 
value of a derivative and the effect on the consolidated financial statements will depend on its hedge designation and whether the 
hedge is highly effective in achieving offsetting changes in the fair value or cash flow of the asset or liability hedged. Under the 
provisions of ASC Topic 815, the method that will be used for assessing the effectiveness of a hedging derivative, as well as the 
measurement approach for determining the ineffective aspects of the hedge, must be established at the inception of the hedge.  

The Company, as a result of its operating and financing activities, is exposed to changes in certain commodity prices and interest 
rates which may adversely affect its results of operations and financial position. In seeking to minimize the risks and/or costs 
associated with such activities, the Company has entered into select derivative contracts.  
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(dollars in thousands)

 

Estimated 
lives

 Fiscal years ended   Three months ended  
  June 28, 2008   June 27, 2009   September 26, 2009  

  

Gross
carrying
amount  

Accumulated
amortization   

Gross 
carrying
amount  

Accumulated
amortization   

Gross 
carrying 
amount  

Accumulated
amortization  

              (Unaudited) (Unaudited)  

Amortized intangible assets:        

Customer relationships  9-36 years $ 36,191 $ (8,160)  $ 36,191 $ (9,842)  $ 36,191 $ (10,263) 
License agreement  14 years  10,406 (4,406)  10,406 (5,156)   10,406  (5,343) 
Other  5 years  2,344 (1,872) 2,344 (2,231)   2,344  (2,321) 

       
 

      
 

      
 

Total    48,941 $ (14,438)  48,941 $ (17,229)   48,941 $ (17,927) 
       

 
      

 
      

 

Unamortized intangible assets:     
Trademarks    179,500   179,500   179,500 

             

Total   $228,441  $228,441  $ 228,441 
             

Fiscal year ending last Saturday in June 
(dollars in thousands)    

2010   $1,841
2011   $2,435
2012   $1,657
2013   $1,544
2014   $1,543



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

Commodity prices: The Company is exposed to commodity price risk related to forecasted purchases of corrugated (unbleached 
kraftliner) in its manufacturing process. To mitigate this risk, the Company entered into two forward purchase contracts with effective 
terms from July 1, 2008 through June 30, 2009 and September 1, 2008 through June 30, 2009, respectively. The forward purchase 
contracts were designated as cash flow hedges of the Company’s forecasted corrugated purchases. The contracts hedged 
approximately 80 percent of the Company’s annual usage. At June 27, 2009, the contracts were completed and the fair values of the 
agreements were $0. In fiscal 2008, the Company entered into a forward purchase contract with an effective term from July 1, 2007 
through June 30, 2008. The forward purchase contract was designated as a cash flow hedge of the Company’s forecasted corrugated 
purchases. The contract hedged approximately 80 percent of the Company’s annual usage. At June 28, 2008, the contract was 
completed and the fair value of the agreement was $0.  

The Company is also exposed to commodity price risk related to forecasted diesel fuel purchases. To mitigate the risk, the 
Company entered into a forward purchase contract in fiscal 2009 with an effective term from July 1, 2009 through June 30, 2010. The 
forward purchase contract will hedge approximately 70 percent of the Company’s annual diesel fuel purchases. The forward purchase 
contract is a derivative in which the Company elected not to use “hedge accounting”, as defined by ASC Topic 815. Accordingly, the 
Company recognizes in income the fair value gains and losses of this contract. At June 27, 2009 and September 26, 2009 the fair 
value of the contract was approximately $1.3 million and $0.6 million, respectively. Consequently, a $1.3 million unrealized gain and 
a $0.7 million unrealized loss was recorded in selling, general and administrative expenses in the fiscal 2009 and the three months 
ended September 26, 2009 Consolidated Statements of Operations and Comprehensive Income, respectively. Forward purchase 
contracts in effect as of September 26, 2009 were as follows:  
  

Interest rate swap agreement: In order to reduce the Company’s exposure to fluctuations in interest rates, the Company entered 
into an interest rate swap agreement. This agreement effectively converts a portion of the Company’s floating-rate debt to fixed-rate 
debt. Such agreements involve the exchange of fixed-rate and floating-rate payments over the life of the agreement without the 
exchange of the underlying principal amounts. The Company’s swap agreement qualifies for cash flow hedge accounting. The 
Company’s policy is to enter into swap agreements only with counterparties it considers to be creditworthy. The interest rate swap 
contract is for a period of three years and became effective on June 30, 2007. The contract requires payment of a fixed rate of interest 
(4.87 percent) and the receiving of a variable rate of interest (three-month London Interbank Offered Rate (“LIBOR”) of 2.70 percent 
and 1.22 percent as of June 28, 2008 and June 27, 2009, respectively. The notional principal amount of indebtedness was $296.0 
million and $229.0 million as of June 28, 2008 and June 27, 2009, respectively, and amortizes quarterly according to a fixed schedule. 

Approximately 41 percent and 33 percent of the Company’s underlying debt is being hedged with this interest rate swap at 
June 28, 2008 and June 27, 2009, respectively. Swap agreements in effect as of September 26, 2009 were as follows:  
  

  
21 

Notional Amount   Maturity   Strategy   Fixed Price

285,000 gallons/month  06/30/2010  Not applicable  $ 2.46

(dollars in thousands)    

         
Weighted 

Average Variable    
Notional Amount   Maturity   Strategy   LIBOR Rate   Fixed Rate  

$190,000   06/30/2010  Cash Flow Hedge  0.62%  4.87% 



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

Weighted-average variable rates are subject to change over time as LIBOR fluctuates. Notional amounts do not represent 
amounts exchanged by the parties and, thus, are not a measure of the Company’s interest rate exposure.  

Neither the Company nor the counterparty is required to collateralize its obligations under the swap agreements. The Company 
is exposed to loss if the counterparty defaults. Management does not anticipate any non-performance by counterparties to the 
Company’s swap agreements, in part because all counterparties have investment grade credit ratings. Risk management strategies, 
such as interest rate swaps, are reviewed by the Company’s senior management. The Company’s policy is to limit the maximum 
amount of positions that can be taken in any given instrument.  

The fair value, on a gross basis, of the Company’s derivative financial instruments included in the accompanying consolidated 
balance sheet as of September 26, 2009 is presented as follows:  
  

The activity for the three months ended September 26, 2009 related to the Company’s derivative financial instruments is 
presented as follows:  
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(dollars in thousands)   Balance Sheet Location   Fair Value

Derivatives Designated as Hedging Instruments:     

Interest rate swap agreement 
  

Other accrued liabilities ($5,408);
Accrued interest ($1,984)   $ 7,392

      

Total Derivatives   $ 7,392
      

Derivatives not Designated as Hedging Instruments:     

Forward purchase contract   Prepaid expenses and other current assets   $ 608
      

Total Derivatives   $ 608
      

(dollars in thousands)  

Amount of Gain 
Recognized in Other

Comprehensive Income
on Derivatives  

Location of Gain
(Loss) 

Reclassified from 
Accumulated Other 

Comprehensive Income 
into Earnings 

(effective portion)  

Amount of Gain 
(Loss) 

Reclassified from 
Accumulated Other 

Comprehensive Income
into Earnings 

(effective portion)

Derivatives in Cash Flow Hedging 
Relationships:    

Interest rate swap agreement  $ 922 Not applicable  $ —  
     

Total  $ 922  $ —  
       

(dollars in thousands)  

Amount of Loss 
Recognized in Income

on Derivatives  

Location of Loss 
Recognized in Income 

on Derivatives   

Derivatives not Designated as Hedging 
Instruments:    

Forward purchase contract  $ 725 Selling, administrative, and general expense 
     

Total  $ 725  
     



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

The Company discontinues hedge accounting prospectively when it determines that the derivative is no longer effective in 
offsetting changes in cash flows of a hedged item, the derivative or hedged item expires or is sold, terminated, or exercised, or 
management determines that it is no longer appropriate to designate the derivative as a hedge instrument. The discontinuation of 
hedge accounting would result in a reclassification into earnings of any gains or losses that are currently being reported in 
accumulated other comprehensive loss. The Company does not expect to reclassify any amounts from accumulated other 
comprehensive loss into earnings within the next 12 months.  

The Company designated this interest rate swap contract as a cash flow hedge. The fair value of the cash flow hedge is generally 
deferred to other comprehensive income. At June 27, 2009, the fair value of the contract was ($9.0) million. At June 27, 2009, $2.1 
million is reported in accrued interest, $6.9 million is reported in other non-current liabilities and an after-tax unrealized loss of $4.3 
million was reported in accumulated other comprehensive income in stockholder’s deficit. At June 28, 2008, the fair value of the 
contract was ($7.7) million. At June 28, 2008, $1.6 million was reported in accrued interest, $6.1 million was reported in other non-
current liabilities and an after-tax unrealized loss of $3.8 million was reported in accumulated other comprehensive loss in 
stockholder’s deficit.  

Fair value measurements  
The Company adopted ASC Topic 820 (SFAS No. 157 “Fair Value Measurements”) on June 29, 2008, for financial assets and 

financial liabilities. ASC Topic 820 defines fair value, provides guidance for measuring fair value and requires certain disclosures. 
ASC Topic 820 discusses valuation techniques, such as the market approach (comparable market prices), the income approach 
(present value of future income or cash flow), and the cost approach (cost to replace the service capacity of an asset or replacement 
cost). The statement utilizes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into 
three broad levels. The following is a brief description of those three levels:  
  

The following table summarizes the valuation of the Company’s financial instruments by the foregoing ASC Topic 820 fair 
value hierarchy levels as of June 27, 2009 and September 26, 2009:  
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Level 1:   Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: 

  

Inputs, other than quoted prices that are observable for the asset or liability, either directly or indirectly. These 
include quoted prices for similar assets or liabilities in active markets and quoted prices for identical or similar 
assets or liabilities in markets that are not active.

Level 3:   Unobservable inputs that reflect the reporting entity’s own assumptions.

  
Fiscal year ended

June 27, 2009  
Three months ended
September 26, 2009

(dollars in thousands)  Level 1 Level 2  Level 3 Total  Level 1 Level 2  Level 3 Total

Assets         

Cash equivalents  —   $60,878 —   $60,878 —   $41,121 —   $41,121
Commodity derivative —  $ 1,334 —  $ 1,334 —   $ 608 —  $ 608
Liabilities         

Interest rate exchange agreement derivative  —   $ 8,963 —   $ 8,963 —   $ 7,392 —   $ 7,392



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

The Company primarily applies the market approach for recurring fair value measurements and endeavors to utilize the best 
available information. Accordingly, the Company utilizes valuation techniques that maximize the use of observable inputs, such as 
forward rates, interest rates, and counterparties’ credit risks, and minimize the use of unobservable inputs. The Company is able to 
establish fair value balances based on the observability of those inputs. Commodity derivatives and interest rate derivatives are 
classified as Level 2 fair value based upon pricing models using market-based inputs. Model inputs can be verified and valuation 
techniques do not involve significant management judgment.  

Note 8.    Debt  
The following is a summary of long-term debt outstanding:  

  

Bank debt facilities: On March 22, 2007, Birds Eye Holdings Inc., a wholly-owned subsidiary of the Company, and certain of its 
subsidiaries, executed an amended and restated credit agreement (the “New Senior Credit Facility”) with a syndicate of banks and 
other lenders arranged and managed by JPMorgan Chase Bank, as administrative agent. (the “Refinancing”). The New Senior Credit 
Facility is comprised of (i) a $125.0 million senior secured revolving credit facility (the “Revolving Credit Facility”) and (ii) a $450.0 
million senior secured B term loan (the “Term Loan Facility”).  

The proceeds received by Birds Eye Group from the New Senior Credit Facility were used, in part, to repay $163.1 million of 
outstanding term loans due under the Senior Secured Credit Agreement dated August 19, 2002 and complete a dividend payment to 
Birds Eye Holdings Inc. Birds Eye Holdings Inc. subsequently distributed its share of the proceeds to Holdings LLC. Birds Eye 
Group paid $7.0 million in fees in conjunction with the Refinancing which have been capitalized and are being amortized over the life 
of the underlying debt. In conjunction with the repayment, a pre-tax loss on early extinguishment of debt of $2.9 million was recorded 
in fiscal 2007 and reflects the write-off of certain deferred financing fees associated with the previous credit facility.  

The Revolving Credit Facility matures in March 2012 and allows up to $40.0 million to be available in the form of letters of 
credit. As of June 28, 2008, June 27, 2009 and September 26, 2009, (i) cash borrowings outstanding under the Revolving Credit 
Facility were $0, $0, and $36.2 million, respectively, (ii) there were $18.0 million, $16.4 million and $16.1 million in letters of credit 
outstanding as of June 28, 2008, June 27, 2009 and September 26, 2009, respectively, and therefore (iii) availability under the 
Revolving Credit Facility was $107.0 million, $108.6 million and $72.7 million as of June 28, 2008, June 27, 2009 and September 26, 
2009,  
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   Fiscal years ended   
Three months 

ended  

(dollars in thousands)   
June 28,

2008   
June 27, 

2009   
September 26,

2009  
         (Unaudited)  

JPMorgan term loan facility   $385,500   $381,000   $ 379,875  
UBS term loan facility   340,751   322,717    327,670  
Other debt   —    1,180    1,116  
Revolving Credit Facility  —   —      36,200  
UBS original issue discount    (2,365)   (1,681)   (1,521) 

    
 

   
 

   
 

Total debt   723,886   703,216    743,340  
Less current portion   (4,500)  (4,756)   (4,758) 

             

Total long-term debt   $719,386   $698,460   $ 738,582  



BIRDS EYE FOODS, INC. 
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September 27, 2008 and September 26, 2009 is Unaudited)  
  
respectively. The Revolving Credit Facility bears interest at Birds Eye Group’s option, at a base rate or the London InterBank Offered 
Rate (“LIBOR”) plus, in each case, an applicable percentage. The appropriate applicable percentage corresponds to Birds Eye 
Group’s Consolidated Net Leverage Ratio, as defined by the New Senior Credit Facility, and is adjusted quarterly based on the 
calculation of the Consolidated Net Leverage Ratio. As of June 28, 2008, June 27, 2009 and September 26, 2009, the Revolving 
Credit Facility bears interest in the case of base rate loans at the Base Rate, as defined in the New Senior Credit Facility, plus (i) .75 
percent, and (ii) in the case of LIBOR loans at LIBOR plus 1.75 percent for loans under the Revolving Credit Facility. The unused 
commitment fee is .38 percent as of June 28, 2008, June 27, 2009 and September 26, 2009 on the daily average unused commitment 
under the Revolving Credit Facility and also varies based on Birds Eye Group’s Consolidated Net Leverage Ratio.  

The Term Loan Facility bears interest at Birds Eye Group’s option, at a base rate or LIBOR plus, in each case, an applicable 
percentage. The Term Loan Facility bears interest in the case of base rate loans at the Base Rate, as defined in the New Senior Credit 
Facility, plus a fixed 1.25 percent and in the case of LIBOR loans at LIBOR plus 1.75 percent (to increase to 2.00 percent in the event 
that Birds Eye Group’s Consolidated Net Leverage Ratio is greater than 5.00 to 1.00). As of June 28, 2008, June 27, 2009 and 
September 26, 2009, the interest rate under the Term Loan Facility was 4.45 percent, 2.97 percent and 2.19 percent, respectively.  

The Term Loan Facility requires payments in quarterly installments in the amount of $1,125,000 starting June 30, 2007 and 
matures on March 22, 2013 upon which the balance is due. In fiscal years 2007, 2008 and 2009, Birds Eye Group made mandatory 
payments of $1,125,000, $3,375,000 and $4,500,000, respectively. In the first three months of fiscal 2010, Birds Eye Group made 
mandatory payments of $1,125,000. A voluntary prepayment of $60.0 million was made in fiscal 2007. The Term Loan Facility is 
also subject to mandatory prepayments under various scenarios as defined in the New Senior Credit Facility. Provisions of the New 
Senior Credit Facility require that annual payments, within 105 days after the end of each fiscal year, commencing in fiscal 2008, in 
the amount of “excess cash flow,” as defined in the New Senior Credit Facility, be utilized to prepay the Term Loan Facility at an 
applicable percentage that corresponds to the Company’s Consolidated Net Leverage Ratio. The excess cash flow payment is based in 
part on Birds Eye Group’s operating income during the year less capital expenditures and cash interest. No “excess cash flow” 
payments were due for the years ended June 28, 2008 or June 27, 2009.  

Birds Eye Group’s previous credit facility also included an “excess cash flow” provision. The amount of “excess cash flow” 
payment for the year ended June 24, 2006 was $8.6 million and was paid in fiscal 2007.  

The New Senior Credit Facility contains customary covenants and restrictions on Birds Eye Group’s activities, including, but 
not limited to: (i) limitations on the incurrence of indebtedness; (ii) limitations on sale-leaseback transactions, liens, investments, 
loans, advances, guarantees, acquisitions, asset sales, and certain hedging agreements; (iii) restrictions or limitations on the ability to 
pay dividends and (iv) limitations on transactions with affiliates and other distributions. The Revolving Credit Facility also requires 
Birds Eye Group to maintain a maximum average total debt to earnings before interest, taxes, depreciation, and amortization 
(“EBITDA”) ratio (“Consolidated Net Senior Secured Leverage Ratio”) when amounts are outstanding on the last day of any fiscal 
quarter. As of June 28, 2008, June 27, 2009 and September 26, 2009, Birds Eye Group was in compliance with all covenants, 
restrictions, and requirements under the terms of the New Senior Credit Facility.  

Birds Eye Group’s obligations under the New Senior Credit Facility are collateralized by a first priority lien on: (i) substantially 
all existing or after-acquired assets, tangible or intangible, (ii) the capital stock of Birds Eye  
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Group and its domestic subsidiaries, and (iii) 65% of the capital stock in certain foreign subsidiaries. Birds Eye Group’s obligations 
under the New Senior Credit Facility are guaranteed by Birds Eye Holdings Inc. and certain of its subsidiaries. See Note 13 to the 
“Notes to Consolidated Financial Statements” for additional disclosures regarding guarantees and indemnifications.  

On July 11, 2007 Birds Eye Foods, executed a credit agreement (the “Credit Agreement”) with UBS Loan Finance, LLC, as the 
lender and UBS AG, Stamford Branch, as administrative agent. The Credit Agreement consists of a $310.0 million term loan and was 
issued at a 1% discount. Birds Eye Foods paid $8.7 million in financing fees which have been capitalized and are being amortized 
over the life of the underlying debt.  

The maturity date of the term loan facility is July 11, 2012 at which time the principal amount is due. The term loan facility 
bears interest at the Company’s option, at a Base Rate or LIBOR plus, in each case, an applicable percentage. The term loan facility 
bears interest in the case of base rate loans at the Base Rate, as defined in the Credit Agreement, plus: 3.5% through December 27, 
2008, 4.0% from December 28, 2008 through December 26, 2009 and 4.5% thereafter. In the case of LIBOR loans, at LIBOR plus: 
4.5% through December 27, 2008, 5.0% from December 28, 2008 through December 26, 2009 and 5.5% thereafter. The interest rate 
under this term loan facility was 6.08 percent at June 27, 2009, 7.97 percent at June 28, 2008 and 6.00 percent at September 26, 2009. 

Birds Eye Foods may elect to pay interest (i) in cash, (ii) in kind or (iii) half in cash and half in kind. Interest paid in kind is 
calculated at a rate 0.75% higher than the rates outlined above and is added to the unpaid principal amount of the term loan.  

The net proceeds from the Credit Agreement were used by the Company to pay a $298.2 million dividend to its parent, Holdings 
LLC.  

The UBS Credit Facility contains customary covenants and restrictions on the Company’s activities, including, but not limited 
to: (i) limitations on the incurrence of indebtedness; (ii) limitations on sale-leaseback transactions, liens, investments, loans, advances, 
guarantees, acquisitions, and asset sales; and (iii) limitations on transactions with affiliates and other distributions. As of June 28, 
2008, June 27, 2009 and September 26, 2009, the Company was in compliance with all covenants, restrictions, and requirements 
under the terms of the UBS Credit Facility.  

The Company’s obligations under the UBS Credit Facility are not collateralized.  

Other debt: In the second quarter of fiscal 2009, Birds Eye Group entered into a low interest rate loan with the power utility 
provider for its Darien facility as incentive to install new, more energy efficient equipment. The total amount of the loan is $1.3 
million and bears an interest rate of 1.0%. The loan requires payments in equal monthly installments and matures in December 2013.  
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Revolving credit facility: Borrowings under the short-term Revolving Credit Facility were as follows:  
  

Senior subordinated notes—11 /8 percent (due 2008): In fiscal 1999, Birds Eye Group issued Senior Subordinated Notes (the 
“Notes’) for $200.0 million aggregate principal amount due November 1, 2008. On November 24, 2003, Birds Eye Group repaid 
$150.0 million of these Notes and on November 20, 2006 Birds Eye Group repurchased the remaining $50.0 million.  

In conjunction with the fiscal 2007 repayment, a $0.6 million pre-tax gain on early extinguishment of debt was recorded and 
reflects the write off of the remaining unamortized premium.  

Debt maturity schedule: The following table summarizes the Company’s future payments due on debt as of June 27, 2009:  
  

Fair value: The estimated fair value of long-term debt outstanding, including the current portion, was approximately $693.0 
million, $638.0 million and $690.5 million at June 28, 2008, June 27, 2009 and September 26, 2009, respectively. The fair value for 
long-term debt was estimated using either quoted market prices for the same or similar issues or the current rates offered to the 
Company for debt with similar maturities.  
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(dollars in thousands)

  Fiscal years ended   
Three months 

ended  

  
June 28,

2008   
June 27, 

2009   
September 26,

2009  
         (Unaudited)  

Balance at period end   $ —    $ —     $ 36,200  
Rate at period end   N/A   N/A    2.0% 
Maximum outstanding during the period   $56,400   $78,600   $ 37,100  
Average amount outstanding during the period  $20,854  $30,964   $ 8,737  
Weighted average interest rate during the period    6.8%   3.1%   2.0% 

Fiscal year ending last Saturday in June 
(dollars in thousands)   
2010   $ 4,756
2011    4,760
2012    5,889
2013    689,358
2014    134

    

Total   $704,897
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Note 9.    Taxes on income  

The Company and its wholly-owned subsidiaries are C Corporations which are subject to federal, state, and foreign taxation.  

The tax provision on pretax income from continuing operations includes the following:  
  

A reconciliation of the effective tax rate to the amount computed by applying the federal income tax rate to pretax income from 
continuing operations is as follows:  
  

  
28 

   Fiscal years ended  

(dollars in thousands)   
June 30,

2007   
June 28, 

2008   
June 27, 

2009  

Federal—     

Current   $(24,094)  $ (1,822)  $(16,501) 
Deferred   3,535   (18,040)   (10,806) 

             

   (20,559)   (19,862)   (27,307) 
State and foreign—     

Current   (2,460)  (4,538)   2,063  
Deferred   609   2,909    (976) 

             

   (1,851)   (1,629)   1,087  
    

 
   

 
   

 

  $(22,410)  $(21,491)  $(26,220) 
    

 

   

 

   

 

   Fiscal years ended  

   
June 30,

2007   
June 28,

2008   
June 27,

2009  

Statutory federal rate   35.0%  35.0%  35.0% 
State and foreign income taxes, net of federal income tax benefit   3.3%  4.0%  3.9% 
Adjustment of state income tax reserves  0.0% 0.8%  -2.3% 
Change in state valuation allowance   3.1%  -3.5%  -3.0% 
Domestic manufacturing deduction   0.0%  -0.6%  -1.1% 
Other, net   -1.1%  0.9%  0.6% 

   
 

  
 

  
 

Effective Tax Rate  40.3% 36.6%  33.1% 
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Deferred tax (liabilities)/assets consist of the following:  
  

The net deferred tax asset/(liability) is reflected on the Company’s accompanying Consolidated Balance Sheets as follows:  
  

Realization of deferred tax assets is dependent upon the generation of future taxable income or the existence of sufficient taxable 
income within the carryforward period. A valuation allowance is provided when it is more likely than not that some portion of the 
deferred tax assets will not be realized. In assessing the need for a valuation allowance, management considers the scheduled reversal 
of the deferred tax liabilities, the level of historical taxable income, and the projected future taxable income over the periods in which 
the temporary differences comprising the deferred tax assets will be deductible. The change in the valuation allowance recorded in the 
income tax provision totaled $1.7 million, $(3.0) million and $(2.4) million during the years ended June 30, 2007, June 28, 2008 and 
June 27, 2009, respectively.  
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   Fiscal years ended  

(dollars in thousands)   
June 28, 

2008   
June 27, 

2009  

Liabilities—    

Depreciation  $(16,732)  $(18,468) 
Goodwill and other intangible assets    (44,480)   (48,540) 
Basis difference in partnership interest   (8,324)   (8,258) 
Prepaid manufacturing expense   (1,103)   (1,073) 
Debt issue costs   (215)   (156) 

         

Total deferred tax liabilities    (70,854)   (76,495) 
    

 

   

 

Assets—    

Inventories  2,461    2,058  
Credits and operating loss carryforwards    21,022    18,256  
Insurance accruals   3,746    3,698  
Pension/post retirement benefit accruals   15,748    19,869  
State tax accruals   1,895    469  
Interest rate swap   2,331    2,589  
Contribution carryforward   772    —    
Other  3,770    3,068  

    
 

   
 

Total deferred tax assets   51,745    50,007  
         

Net deferred tax liability    (19,109)   (26,488) 
Valuation allowance   (14,620)   (12,239) 

    
 

   
 

Total   $(33,729)  $(38,727) 
    

 

   

 

   Fiscal years ended  

(dollars in thousands)   
June 28, 

2008   
June 27, 

2009  

Current deferred tax asset   $ 3,786   $ 4,877  
Non-current deferred tax liability   (37,515)   (43,604) 

         

Total deferred taxes   $(33,729)  $(38,727) 
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The remaining change in valuation allowance totaling $ (3.6) million during the year ended June 28, 2008 was recorded as a 
reduction of goodwill. See Note 6 to the “Notes to Consolidated Financial Statements”. The change in the Company’s valuation 
allowance during the year ended June 27, 2009 was due to enhanced profitability.  

The Company has varying state net operating loss carryforwards depending on whether it files on a combined or separate 
company basis by jurisdiction. The tax effect of these state net operating loss carryforwards is $8 million. The expiration dates of the 
state net operating loss carryforwards vary. Ultimately, all state net operating loss carryforwards will expire on or before June 2026, if 
not utilized by the Company. The Company has state credits totaling $8.8 million of which $1.7 million expire on or before June 
2021. The remaining $7.1 million in state credits do not expire. The Company’s June 27, 2009 foreign net operating loss carryforward 
is $1.3 million. These foreign net operating loss carryforwards expire on or before June 2019.  

As of June 27, 2009, the Company maintained a valuation allowance in the amount of $12.2 million. The valuation allowance 
was established for foreign and state net operating losses and state tax credits which the Company cannot assure that realization of the 
net operating losses and credits is more likely than not to occur.  

The Company was required to adopt ASC Topic 740-10-25 (FASB Interpretation (“FIN”) No. 48, “Accounting for Uncertainty 
in Income Taxes”), on July 1, 2007. As a result of the adoption of ASC Topic 740-10-25, there was a $3.6 million cumulative effect 
adjustment for unrecognized tax benefits, which was accounted for as an adjustment to accumulated deficit as of July 1, 2007.  

The following is a rollforward of the Company’s liability for income taxes associated with unrecognized tax benefits:  
  

The Company’s policy regarding interest and/or penalties related to income tax matters is to recognize such items as a 
component of the income tax provision. During the years ended June 28, 2008 and June 27, 2009, the Company recognized 
approximately $0.8 million and $0.1 million, respectively, of interest expense. Additionally, the Company had approximately $4.7 
million and $0.6 million of interest and penalties associated with uncertain tax benefits accrued as of June 28, 2008 and June 27, 
2009, respectively.  

If the unrecognized tax benefits were recognized, they would favorably affect the effective income tax rate in any future periods. 
Consistent with the provisions of ASC Topic 740-10-25, the Company has considered whether certain income tax liabilities should be 
classified as current or noncurrent based on management’s estimate of when these liabilities will be settled. The Company has 
concluded that these income tax liabilities are noncurrent and included them in other non-current liabilities in the accompanying 
consolidated balance sheets.  
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(dollars in thousands)    
Balance as of July 1, 2007   $ 4,767  
Tax positions related to current year    72  

    
 

Balance as of June 28, 2008    4,839  
Tax positions related to current year   196  
Tax positions related to prior years:   

Settlements    (3,733) 
Lapses in statutes of limitations    (54) 

    
 

Balance as of June 27, 2009  $ 1,248  
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It is reasonably possible that the liability associated with the Company’s unrecognized tax benefits will increase or decrease 
within the next twelve months. These changes may be the result of ongoing audits, settlements or the expiration of statutes of 
limitations. Currently, the Company is unable to estimate the range of increases or decreases to its unrecognized tax benefits.  

The Company files numerous consolidated and separate income tax returns in the U.S. federal jurisdiction and in many state 
jurisdictions. The Company has been audited for U.S. federal income tax matters for years through June 25, 2005. The Company’s 
U.S. tax matters for the years June 25, 2005 through June 27, 2009 remain subject to examination by the Internal Revenue Service 
(IRS). Substantially all material state and local income tax matters have been concluded for years through June 28, 2003. The 
Company’s tax matters for 2003 through 2009 remain subject to examination by the respective state and local tax jurisdiction 
authorities.  

During year ended June 27, 2009, the Company reached settlements with several state authorities. As a result, the Company 
recognized a tax benefit of $2.0 million, including interest and penalties.  

Note 10.    Pensions, profit sharing, and other employee benefits  
Pensions: In September 2006, the FASB issued ASC Topic 715 (SFAS No. 158 “Employers’ Accounting for Defined Benefit 

Pension and Other Postretirement Plans”). ASC Topic 715 requires that employers recognize the funded status of their defined benefit 
pension and other postretirement plans on the consolidated balance sheet and record changes as a component of other comprehensive 
income in the year in which the changes are made. The Company and its subsidiaries adopted the recognition and related disclosure 
provisions of ASC Topic 715, prospectively, on June 30, 2007. The effect of the recognition provisions of ASC Topic 715, net of 
taxes, was to increase Accumulated Other Comprehensive Loss and Stockholder’s Deficit by $2.1 million as of June 30, 2007.  

ASC Topic 715 also requires an entity to measure plan assets and benefit obligations, as of the date of its fiscal year-end 
statement of financial position for fiscal years ending after December 15, 2008. The Company and its subsidiaries early adopted this 
requirement and changed the measurement date of its pension plans and other postretirement benefit plans from March 31 to its June 
fiscal year end. The fiscal 2007 net periodic benefit cost was determined using the alternative transition method outlined in paragraph 
19 of ASC Topic 715. Under this approach, the fiscal 2007 periodic benefit cost was set equal to twelve-fifteenths of the net periodic 
benefit cost determined for the period April 1, 2006 through June 30, 2007. The remaining three-fifteenths of the net periodic benefit 
cost for the period April 1, 2006 through June 30, 2007 was charged to accumulated deficit. The impact of adopting the ASC Topic 
715 measurement date provisions increased accumulated deficit by $1.1 million as of June 30, 2007.  

In fiscal 2007, the Company’s Master Hourly Pension Plan and Master Salaried Retirement Plan were merged and the new 
combined plan is the Birds Eye Foods Pension Plan (The “New Pension Plan’). The New Pension Plan consists of hourly and salaried 
employees and has primarily noncontributory defined-benefit schedules.  

In September 2001, the Company made the decision to freeze benefits provided under its Master Salaried Retirement Plan. This 
plan was amended to freeze benefit accruals effective September 28, 2001. Participants who, on that date, were actively employed 
and who had attained age 40, completed 5 years of vesting service, and whose sum of age and vesting services was 50 or more, were 
grandfathered. Grandfathered participants were  
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entitled to continue to earn benefit service in accordance with the provisions of the plan with respect to periods of employment after 
September 28, 2001 but in no event beyond September 28, 2006.  

The Company maintains a non-tax qualified Supplemental Executive Retirement Plan (“SERP”) which provides additional 
retirement benefits to two prior executives of the Company who retired prior to November 4, 1994. In July 2000, the Company 
adopted a Supplemental Executive Retirement Agreement (“SERA”) to provide additional retirement benefits to its former Chairman 
of the Board, President and Chief Executive Officer. The Separation Agreement with the former Chairman of the Board, President 
and Chief Executive Officer amended the SERA so as to provide full retirement benefits as outlined in the SERA beginning 
January 1, 2009.  

The Company maintains an Excess Benefit Retirement Plan which serves to provide employees with the same retirement benefit 
they would have received from the Company’s retirement plan under the career average base pay formula, but for changes required 
under the 1986 Tax Reform Act and the compensation limitation under Section 401(a)(17) of the Internal Revenue Code having been 
revised in the 1992 Omnibus Budget Reform Act. This plan was amended to freeze benefit accruals effective September 28, 2001. 
Participants who, on that date, were actively employed and who had attained age 40, completed 5 years of vesting service, and whose 
sum of age and vesting services was 50 or more, were grandfathered. Grandfathered participants were entitled to continue to earn 
benefit service in accordance with the provisions of the plan with respect to periods of employment after September 28, 2001 but in 
no event beyond September 28, 2006.  

In fiscal 2008, the Company merged the Southland Frozen Foods Plan, in which a small number of former union hourly 
employees had vested pension benefits, into the Birds Eye Foods Pension Plan.  

In fiscal 2007, the Company also participated in one union sponsored pension plan associated with its Watsonville, California 
manufacturing facility. Contributions to this plan were paid when incurred and billed by the sponsoring union or plan. In conjunction 
with the closure of the Watsonville, California facility in fiscal 2007, the Company withdrew from this plan and incurred no 
withdrawal liability.  

For purposes of this disclosure, all defined-benefit pension plans have been combined. The benefits for these plans are based 
primarily on years of service and employees’ pay near retirement. The Company’s funding policy is consistent with the funding 
requirements of Federal laws and regulations. Plan assets consist principally of common stocks, corporate bonds and US government 
obligations. Plan assets do not include any of the Company’s own equity or debt securities.  

The following table sets forth the weighted-average asset allocations of the Company’s pension plans by asset category:  
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   Fiscal years ended  

   
June 28,

2008   
June 27,

2009  

Asset category:    

Cash and cash equivalents   2.1%  2.1% 
Fixed income   53.7   53.9  
Equity securities  44.2   44.0  

   
 

  
 

Total   100.0%  100.0% 
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The Company uses multiple investment funds and managers for investment of the assets of the plans. Oversight of the 
investment advisors is provided by an outside investment consulting firm and an Investment Committee comprised of Company’s 
management. The investment performance and adherence to investment policy is reviewed quarterly by the Investment Committee. 
The investment objective for the plans is to maintain a well-diversified portfolio of assets using multiple managers and diversified 
asset classes and styles to optimize the long-term return on plan assets at a moderate level of risk.  

The Company has established the following general target asset allocation mix for its plan investments.  
  

  
33 

   Target 
Equities   50% 
Fixed income   50% 

   
 

Total   100% 
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The following table sets forth the changes in the plans’ projected benefit obligation and plan assets and the plans’ funded status 
and amounts recognized in the Company’s consolidated financial statements at June 28, 2008 and June 27, 2009:  
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(dollars in thousands)

  Pension benefits
  Fiscal years ended

  
June 28, 

2008   
June 27,

2009  

Change in benefit obligation:    
Benefit obligation at beginning of period   $139,137   $134,378  
Service cost    2,413    2,154  
Interest cost    8,849    9,208  
Plan participants’ contributions    50    47  
Curtailments    —      (494) 
Actuarial (gain)/loss    (3,649)   891  
Benefits paid and actual expenses    (11,478)   (12,289) 
Plan amendment    (944)   90  

    
 

   
 

Benefit obligation at end of period    134,378    133,985  
         

Change in plan assets:    

Fair value of plan assets at beginning of period    109,184    101,555  
Actual return on plan assets    1,668    (8,675) 
Employer contributions    2,131    13,706  
Plan participants’ contributions    50    47  
Benefits paid and actual expenses    (11,478)   (12,289) 

         

Fair value of plan assets at end of period    101,555    94,344  
    

 
   

 

Funded status   $ (32,823)  $ (39,641) 
    

 
   

 

Amounts recognized in the balance sheet:    

Non-current assets   $ —     $ —   
Current liabilities    (574)   (931) 
Non-current liabilities    (32,249)   (38,710) 

         

Net amount recognized in the balance sheet   $ (32,823)  $ (39,641) 
    

 
   

 

Amounts not yet reflected in net periodic pension cost and included in accumulated other 
comprehensive income/(loss):    

Transition asset/(obligation)   $ —     $ —   
Prior service credit/(cost)    921    486  
Net loss    (23,250)   (39,631) 

         

Accumulated other comprehensive loss   $ (22,329)  $ (39,145) 
Cumulative employer contributions in excess of net periodic pension cost    (10,494)   (496) 

    
 

   
 

Net amount recognized in balance sheet   $ (32,823)  $ (39,641) 
         

Amounts expected to be recognized in net periodic pension cost in the following fiscal year:    

Amortization of (asset)/obligation   $ —     $ —   
Amortization of prior service (credit)/cost    (117)   (79) 
Amortization of loss    1,360    3,025  

         

Amounts expected to be recognized in the following year   $ 1,243   $ 2,946  
    

 
   

 

Weighted-average assumptions    

Assumptions used for projected benefit obligation:    
Discount rate    7.1%   7.1% 
Rate of compensation increase    3.8%   3.8% 

Assumptions used to determine net periodic benefit cost:    

Discount rate    6.6%   7.1% 
Expected return on plan assets (1)    8.3%   8.3% 
Rate of compensation increase    3.8%   3.8% 
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The accumulated benefit obligation for all defined benefit pension plans was $131.5 million and $130.4 million at June 28, 2008 
and June 27, 2009, respectively.  

Net periodic benefit cost in fiscal years 2007, 2008, 2009 and the three months ended September 27, 2008 and September 26, 
2009 is comprised of the following:  
  

The projected benefit obligation, accumulated benefit obligation and fair value of plan assets for the retirement plans with 
accumulated benefit obligations in excess of plan assets were:  
  

The Company expects to contribute $9.0 million in payments to its pension plans in fiscal 2010 of which $1.7 million was paid 
during the three months ended September 26, 2009.  
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(1) To develop the expected long-term rate of return on assets assumption, the Company considered the current level of expected 
returns on risk-free investments (primarily government bonds), the historical level of the risk premium associated with the other 
asset classes in which the portfolio is invested and the expectations for future returns of each asset class. The expected return for 
each asset class was then weighted based on the target asset allocation to develop the expected long-term rate of return on assets 
assumption. 

(dollars in thousands)

  Pension cost  
  Fiscal years ended   Three months ended  

  
June 30,

2007   
June 28,

2008   
June 27,

2009   
September 27,

2008   
September 26,

2009  
            (Unaudited)   (Unaudited)  

Components of net periodic benefit cost:       

Service cost   $ 2,913   $ 2,413   $ 2,154   $ 538   $ 550  
Interest cost   8,765   8,849   9,208    2,302    2,310  
Expected return on plan assets   (7,237) (8,634) (8,669)   (2,167)   (1,932) 
Amortization of prior service cost    10    6    (117)   (30)   (20) 
Recognized actuarial loss   1,018   955   1,360    340    756  
Curtailment loss   —    —    (228)   (57)   —   

    
 

   
 

   
 

   
 

   
 

Net periodic benefit cost—Company plans   5,469  3,589  3,708    926    1,664  
Net periodic benefit cost—union plans    267    —      —      —      —    
Curtailment loss   20   —    —     —      —   
Special termination benefits   85   —    —     —      —   

    
 

   
 

   
 

   
 

   
 

Total periodic benefit costs   $ 5,841   $ 3,589   $ 3,708   $ 926   $ 1,664  
    

 

   

 

   

 

   

 

   

 

   
Birds Eye Foods

pension plan   
Excess benefit 

retirement plan   

Supplemental 
executive 

retirement plan   

Supplemental 
executive 

retirement agreement
   Fiscal years ended   Fiscal years ended   Fiscal years ended   Fiscal years ended

(dollars in thousands)   
June 28,

2008   
June 27,

2009   
June 28,

2008   
June 27,

2009   
June 28, 

2008   
June 27, 

2009   
June 28,

2008   
June 27,

2009

Projected benefit obligation   $125,401  $124,931  $1,244  $1,221  $1,674  $1,620  $ 6,059  $ 6,213
Accumulated benefit obligation    122,508  121,376  1,244  1,221  1,674   1,620   6,059  6,213
Fair value of plan assets    101,555  94,344  —    —    —     —     —    —  
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Expected pension benefit payments, which reflect expected future service costs, as appropriate, over the next 10 years are as 
follows:  
  

Postretirement benefits other than pensions: The Company sponsors benefit plans that provide postretirement medical and life 
insurance benefits for certain current and former employees. For the most part, current employees are not eligible for the 
postretirement medical coverage. Generally, other than pensions, the Company does not pay retirees’ benefit costs. Various 
exceptions exist, which have evolved from union negotiations, early retirement incentives and existing retiree commitments from 
acquired companies.  

The Company has not prefunded any of its retiree medical or life insurance liabilities. Consequently there are no plan assets held 
in a trust, and there is no expected long-term rate of return assumption for purposes of determining the annual expense.  
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Fiscal year ending last Saturday in June 
(dollars in thousands)    

2010  $ 8,656
2011   $ 8,874
2012   $ 9,163
2013   $ 9,445
2014   $ 9,676
2015-2019   $53,454



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

The following table sets forth the changes in the plans’ projected benefit obligation and plan assets and the plans’ funded status 
and amounts recognized in the Company’s consolidated financial statements at June 28, 2008 and June 27, 2009.  
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(dollars in thousands)

  Other benefits
  Fiscal years ended

  
June 28, 

2008   
June 27,

2009  

Change in benefit obligation:    
Benefit obligation at beginning of period   $ 3,643   $ 3,409  
Service cost    17   7  
Interest cost    224   225  
Actuarial gain    (111)  (131) 
Benefits paid    (364)  (421) 

         

Benefit obligation at end of period    3,409    3,089  
    

 
   

 

Change in plan assets:    

Fair value of assets at beginning of period    —     —   
Employer contributions    364   421  
Benefits paid    (364)   (421) 

    
 

   
 

Fair value of assets at end of period    —     —   
         

Funded status   $(3,409)  $(3,089) 
    

 
   

 

Amounts recognized in the balance sheet:    

Current liabilities   $ (457)  $ (403) 
Non-current liabilities    (2,952)  (2,686) 

    
 

   
 

Net amount recognized in the balance sheet   $(3,409)  $(3,089) 
         

Amounts not yet reflected in net periodic pension cost and included in accumulated other 
comprehensive income/(loss)    

Accumulated loss   $ (185)  $ (54) 
    

 
   

 

Accumulated other comprehensive loss   $ (185)  $ (54) 
Cumulative employer contributions in excess of net periodic benefit cost    (3,224)   (3,035) 

    
 

   
 

Net amount recognized in the balance sheet   $(3,409)  $(3,089) 
         

Amounts expected to be recognized in net periodic benefit cost in the following fiscal year:    

Transition (asset)/obligation    —     —   
Prior service (credit)/cost    —     —   
Accumulated (gain)/loss    —     —   

Weighted-average assumptions    

Assumptions used for projected benefit obligation:    

Discount rate    7.1%  7.1% 
Rate of compensation increase    —      —    

Assumptions used to determine net periodic benefit cost:    

Discount rate    6.6%  7.1% 
Expected return on plan assets    N/A   N/A  
Rate of compensation increase    3.8%  3.8% 



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

For measurement purposes, a 9.1 percent rate of increase in the per capita cost of covered health care benefits was assumed for 
fiscal 2009. The rate was assumed to decrease gradually to 4.5 percent for 2029 and remain at that level thereafter.  

The assumed health care trend rates can have a significant effect on the amounts reported for the postretirement benefits plan. A 
one-percentage point change in the assumed health care trend rates would have the following effect:  
  

The Company expects to make payments of approximately $0.4 million to its other postretirement benefit plans in fiscal year 
2010.  

The Company expects to make postretirement benefit payments, which reflect expected future service costs, as appropriate, over 
the next 10 years as follows:  
  

Birds Eye Foods 401(k) plan: Under the Birds Eye Foods 401(k) Plan (“401(k)”), the Company contributes matching 
contributions to the plan for the benefit of employees who elect to defer a portion of their salary into the plan. The Company allocated 
approximately $1.0 million during fiscal 2007 and approximately $0.8 million during fiscal years 2008 and 2009 in the form of 
matching contributions to the plan.  

In addition, Birds Eye Group also maintains a Non-Qualified 401(k) Plan in which the Company allocates matching 
contributions for the benefit of “highly compensated employees” as defined under Section 414(q) of the Internal Revenue Code. The 
Company allocated approximately $0.6 million during fiscal 2007 and approximately $0.3 million during fiscal years 2008 and 2009 
in the form of matching contributions to this plan.  
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(dollars in thousands)

  Other benefits   
Three months ended  Fiscal years ended   

  
June 30,

2007
June 28,

2008  
June 27,

2009  
September 27,

2008   
September 26,

2009
            (Unaudited)   (Unaudited)
Components of net periodic benefit cost:       

Service cost   $ 35   $ 17  $ 7  $ 2  $ —  
Interest cost   237   224  225   56  52
Amortization of prior service credit   (21)  —    —     —    —  
Amortization of loss   102   —    —     —    —  

                    

Net periodic benefit cost   $ 353   $ 241  $ 232  $ 58  $ 52
    

 

               

(dollars in thousands)   
1-percentage

point increase  
1-percentage 

point decrease 

Effect on total of service and interest cost components for 
fiscal 2009  $ 10  $ (9) 

Effect on postretirement benefit obligation at June 27, 
2009   $ 132  $ (115) 

Fiscal year ending last Saturday in June 
(dollars in thousands)    

2010   $ 403
2011   $ 395
2012   $ 399
2013   $ 345
2014   $ 320
2015-2019   $1,332



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  
Note 11.    Stockholder’s deficit and preferred stock  

Common stock: There are 1000 common shares authorized and issued to Holdings LLC. Holders of common stock are entitled 
to one vote per share on all matters to be voted by the Company’s stockholders. In the first quarter of fiscal 2008, the Company paid a 
common stock dividend of approximately $298.2 million to Holdings LLC.  

Preferred stock: In connection with The Transaction, 100 preferred shares were issued to Holdings LLC. Owners of preferred 
stock were entitled to a cumulative preferred stockholder return of 15% per annum of the original cost. This preferred return was 
computed based on a 360-day year consisting of 12 equal months and was compounded quarterly.  

In March, 2007 the Company redeemed all of the outstanding preferred stock. The Company paid a price per preferred share 
equal to the product of the stockholder’s preferred capital plus the accumulated unpaid preferred returns.  

In connection with the original issuance of the preferred stock, the Company incurred approximately $4.0 million in issuance 
costs. These costs were being accreted using the effective interest method through August 19, 2010 pursuant to the terms of the 
Restated Certificate of Incorporation and Holding LLC’s Limited Liability Company Agreement. In conjunction with the redemption 
of the preferred units in March 2007, the accretion of the issuance costs was accelerated and the remaining $1.8 million of 
unamortized costs were recognized.  

The following table reflects the preferred stock activity for the fiscal year ended June 30, 2007:  
  

There was no preferred stock activity during the fiscal years ended June 28, 2008 and June 27, 2009.  

Note 12.    Operating segments  
The Company is organized by product line for management reporting. The Company has three reportable segments in which it 

markets its products, they include: frozen food group, specialty food group, and industrial—other. The frozen food group includes 
two operating segments and the specialty food group includes three operating segments. The operating segments within each 
reportable segment have been aggregated in accordance with ASC Topic 280 (SFAS No. 131 “Disclosures about Segments of an 
Enterprise and Related Information”). Primarily all of each segments net sales are within the United States. See further discussion at 
Note 3 to the “Notes to Consolidated Financial Statements” for additional disclosures regarding the Company’s exit of the non-brand 
frozen vegetable business.  

The Company’s frozen food group family of products includes traditional frozen vegetables as well as value added products 
marketed under recognizable brand names such as Birds Eye, Steamfresh, Voila!, C&W, Freshlike and McKenzie’s. Also included in 
frozen food group are store brand box sauce frozen vegetables. The  
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(dollars in thousands)     

Balance at beginning of period   $ 242,454  
Dividends on preferred stock    29,252  
Accretion of preferred stock issuance costs   2,205  
Redemption of preferred stock and accumulated unpaid returns    (273,911) 

    
 

Balance at end of period   $ —    
    

 



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  
Company’s specialty food group family of products includes a wide variety of product offerings, including fruit fillings and toppings 
(Comstock and Wilderness), chili and chili ingredients (Nalley and Brooks), salad dressings (Bernstein’s and Nalley) and snacks 
(Tim’s, Snyder of Berlin, and Husman). Specialty food group also includes store brand products such as fruit fillings and toppings, 
chili products, and other canned products as well as food service/industrial products such as salad dressings, mayonnaise, fruit fillings 
and toppings, and chili products. Industrial—other includes frozen industrial vegetables for a limited number of customers.  

One customer accounted for 21 percent, 23 percent and 25 percent of the Company’s consolidated net sales in fiscal years 2007, 
2008 and 2009, respectively. This customer purchases products from the frozen food group and specialty food group operating 
segments.  

The accounting policies of the segments are the same as those described in the summary of significant accounting policies. The 
Company allocates resources to segments and evaluates the performance of segments based upon reported segment income before 
interest expense and income taxes and certain other non-recurring items. The Company does not have any intersegment sales.  

The following table illustrates the Company’s operating segment information:  
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(dollars in millions)

 Fiscal year ended   Three months ended

  
June 30,
2007(4)   

June 28,
2008(4)   

June 27, 
2009(4)   

September 27,
2008(4)   

September 26,
2009(4)  

            (Unaudited)   (Unaudited)  

Net sales:       

Frozen food group   $494.1   $587.4   $647.0   $ 125.3   $ 114.9  
Specialty food group  275.2  274.4  279.4    68.6    66.1  
Industrial—other    13.4    6.5    9.2    1.5    0.1  

    
 

   
 

   
 

   
 

   
 

Total continuing segments   $782.7   $868.3   $935.6   $ 195.4   $ 181.1  
                     

Operating income:       

Frozen food group   $ 45.1   $ 76.7   $ 81.6   $ 3.6   $ 0.1  
Specialty food group   45.5   48.0   53.4    13.0    11.3  
Industrial—other   (2.4)  (2.2)  (3.2)   (0.5)   (0.1) 
Restructuring (1)   (0.4)  (0.7)  (1.2)   —      —   
Other expense (2)  (1.4) —   (1.3)   —      —   
Transition costs (3)    (2.9)   —      —      —      —    

    
 

   
 

   
 

   
 

   
 

Operating income   83.5   121.8   129.3    16.1    11.3  
Loss on early extinguishment of debt   (2.3)  —    —      —      —   
Interest expense  (25.6) (63.1) (50.0)   (13.7)   (11.0) 

                     

Pretax income from continuing operations   $ 55.6   $ 58.7   $ 79.3   $ 2.4   $ 0.3  
    

 
   

 
   

 
   

 
   

 

Depreciation expense:    
Frozen food group   $ 10.8   $ 9.5   $ 10.2   $ 2.1   $ 1.9  
Specialty food group   4.9   5.2   5.2    1.3    1.2  
Industrial—other   0.5   0.1   0.2    0.1    —   

    
 

   
 

   
 

   
 

   
 

Continuing segments  16.2  14.8  15.6    3.5    3.1  
Discontinued operations    5.2    —      —      —      —    

    
 

   
 

   
 

   
 

   
 

Total   $ 21.4   $ 14.8   $ 15.6   $ 3.5   $ 3.1  
                     

Amortization expense:       

Frozen food group   $ 1.8   $ 1.8   $ 1.8   $ 0.4   $ 0.4  
Specialty food group   1.0   1.0   1.0    0.3    0.3  
Industrial—other   —    —    —      —      —   

                     

Total continuing segments   $ 2.8   $ 2.8   $ 2.8   $ 0.7   $ 0.7  
    

 

   

 

   

 

   

 

   

 



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  

Note 13.    Guarantees and indemnifications  
In certain instances when the Company sells businesses or assets, the Company may retain certain liabilities for known 

exposures and provide indemnification to the buyer with respect to future claims for certain unknown liabilities existing, or arising 
from events occurring, prior to the sale date, including liabilities for taxes, legal matters, environmental exposures, labor 
contingencies, product liability, and other obligations. The terms of the indemnifications vary in duration, from one to three years for 
certain types of indemnities, to terms for tax indemnifications that are generally aligned to the applicable statute of limitations for the 
jurisdiction in which the tax is imposed, and to terms for certain liabilities (i.e., warranties of title and environmental liabilities) that 
typically do not expire. The maximum potential future payments that the Company could be required to make under these 
indemnifications are either contractually limited to a specified amount or unlimited. The maximum potential future payments that the 
Company could be required to make under these indemnifications are not determinable at this time, as any future payments would be 
dependent on the type and extent of the related claims, and all relevant defenses, which are not estimable. Historically, costs incurred 
to resolve claims related to these indemnifications have not been material to the Company’s financial position, results of operations or 
cash flows.  

The Company enters into agreements with indemnification provisions in the ordinary course of business with its customers, 
suppliers, service providers and business partners. In such instances, the Company usually indemnifies, holds harmless and agrees to 
reimburse the indemnified party for claims, actions, liabilities, losses and expenses in connection with any Company infringement of 
third party intellectual property or proprietary rights, or when applicable, in connection with any personal injuries or property damage 
resulting from any Company products sold or services provided. Additionally, the Company may from time to time agree to 
indemnify and hold harmless its providers of services from claims, actions, liabilities, losses and expenses relating to their services to 
the Company, except to the extent finally determined to have resulted from the fault of the provider of services relating to such 
services. The level of conduct constituting fault of the service provider varies from agreement to agreement and may include conduct 
which is defined in terms of negligence, gross negligence, willful misconduct, omissions or other culpable behavior. The terms of 
these indemnification provisions are generally not limited. The maximum potential future payments that the Company could be 
required to make under these indemnification provisions are unlimited. The maximum potential future payments that the Company 
could be required to make under these indemnification provisions are not determinable at this time, as any future payments would be 
dependent on the type and extent of the related claims, and all relevant defenses to the claims, which are not estimable. Historically, 
costs incurred to resolve claims related to these indemnification provisions have not been material to the Company’s financial 
position, results of operations or cash flows.  

The Company has by-laws, policies, and agreements under which it indemnifies its directors and officers from liability for 
certain events or occurrences while the directors or officers are, or were, serving at the  
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(1) Represents restructuring charges which are not allocated to individual segments. This item is excluded from the Company’s 
evaluation of segment performance. See Note 14 to the “Notes to Consolidated Financial Statements” for additional disclosures 
regarding the Company’s restructuring activities. 

(2) Other expense is not allocated to individual segments. These items are excluded from the Company’s evaluation of segment 
performance. 

(3) Represents incremental expenses incurred during the transition of the non-brand frozen vegetable business. Transition costs are 
not allocated to individual segments and are excluded from the Company’s evaluation of segment performance. 

(4) Asset and capital expenditure information on a segment basis is not disclosed as this information is not separately identified and 
is not internally reported to the Company’s Chief Executive Officer, the Company’s chief operating decision maker. 



BIRDS EYE FOODS, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued  
(Information as of September 26, 2009 and for the three months ended  

September 27, 2008 and September 26, 2009 is Unaudited)  
  
Company’s request in such capacities. Furthermore, the Company is incorporated in the state of Delaware which requires 
corporations to indemnify their officers and directors under certain circumstances. The term of the indemnification period is for the 
director’s or officer’s lifetime. The maximum potential amount of future payments that the Company could be required to make under 
these indemnification provisions is unlimited, but would be affected by all relevant defenses to the claims and insurance available to 
satisfy such claims.  

Note 14.    Other matters  
Restructuring: In fiscal 2007, the Company eliminated positions from various locations and departments within the Company. 

The reductions were part of an ongoing focus on low-cost operations and included both salaried and hourly positions. In conjunction 
with the reductions, the Company recorded a charge against earnings of approximately $0.4 million in fiscal 2007, comprising 
employee termination benefits. The Company liquidated $0.3 million in fiscal 2007 and the remaining liability was paid in fiscal 
2008.  

In fiscal 2008, the Company recognized a charge of approximately $0.7 million for payments to be provided and incurred in 
conjunction with the departure of a member of the Company’s senior management team. The Company paid $0.3 million in fiscal 
2008 and the remaining liability was paid in fiscal 2009.  

In fiscal 2009, the Company eliminated positions from various locations and departments within the Company. The reductions 
were part of an ongoing focus on cost reductions and included both salaried and hourly positions. In conjunction with the reductions, 
the Company recorded a charge against earnings of approximately $1.2 million in fiscal 2009, representing employee termination 
benefits. The Company paid $0.5 million in fiscal 2009 and the remaining liability will be paid in fiscal 2010.  

Other expense: In June, 2007, the Company sold its idle manufacturing facility and administrative office in Green Bay, 
Wisconsin. The properties had a carrying value of $4.6 million and the Company recognized a loss on disposal of approximately $1.3 
million within other expense in the Company’s Consolidated Statement of Operations and Comprehensive Loss for the year ended 
June 30, 2007.  

Collective bargaining/labor agreements: The Company has several collective bargaining or other labor agreements covering a 
total of approximately 1,025 employees. The Company has 3 agreements expiring in fiscal year 2010 covering approximately 505 
employees, including one agreement covering approximately 305 employees that expires on December 31, 2009 which the Company 
plans to renew. There is no assurance that the Company will be able to negotiate these or other collective bargaining agreements on 
the same or more favorable terms as the current agreements, or at all, and without production interruptions, including labor stoppages. 
Failure to renew existing agreements or a prolonged labor dispute, including but not limited to a work stoppage, could adversely 
affect the Company’s business operations and financial performance.  

Legal matters: The Company is a party to various legal proceedings from time to time in the normal course of its business. In 
the opinion of management, any liability that the Company might incur upon the resolution of these proceedings will not, in the 
aggregate, have a material adverse effect on the Company’s consolidated financial statements. The Company maintains general 
liability insurance coverage in amounts deemed to be adequate by management.  
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BIRDS EYE FOODS, INC. 

SCHEDULE I  
CONDENSED FINANCIAL INFORMATION OF BIRDS EYE FOODS, INC.  

(Parent company only)  
CONDENSED BALANCE SHEETS  

(dollars in thousands, except for share information)  
  

The accompanying notes are an integral part of these condensed financial statements.  
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June 28, 

2008   
June 27, 

2009  

Assets    

Current Assets:    

Cash and cash equivalents   $ —     $ 14,668  
    

 
   

 

Total current assets    —     14,668  
Due from unconsolidated subsidiary    11,667   20,563  
Investment in unconsolidated subsidiary    33,187   36,830  
Deferred financing costs, net    6,668   4,749  
Other assets    444   421  

    
 

   
 

Total assets   $ 51,966   $ 77,231  
    

 

   

 

Liabilities and stockholder’s deficit    

Liabilities:    

Long-term debt   $ 338,386   $ 321,036  
         

Total liabilities    338,386    321,036  
    

 

   

 

Commitments and Contingencies    

Stockholder’s Deficit:    

Common stock, par value $.01; 1,000 shares authorized, issued and outstanding    —     —   
Additional paid-in capital    40   10  
Accumulated deficit    (268,702)  (215,057) 
Accumulated other comprehensive loss:    

Unrealized loss on hedging activity, net of taxes    (3,755)  (4,259) 
Pension and other postretirement benefits liability, net of taxes    (14,003)  (24,499) 

    
 

   
 

Total stockholder’s deficit    (286,420)  (243,805) 
    

 
   

 

Total liabilities and stockholder’s deficit   $ 51,966   $ 77,231  
    

 

   

 



BIRDS EYE FOODS, INC. 

SCHEDULE I  
CONDENSED FINANCIAL INFORMATION OF BIRDS EYE FOODS, INC.  

(Parent company only)  
CONDENSED STATEMENTS OF OPERATIONS  

(dollars in thousands)  
  

The accompanying notes are an integral part of these condensed financial statements.  
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   Fiscal years ended  

   
June 30, 

2007   
June 28, 

2008   
June 27,

2009  

Interest expense   $ —     $(33,546)  $(24,711) 
Tax benefit   —      12,111   8,873  
Investment income from unconsolidated subsidiary, net of taxes  33,184    58,656   68,943  

             

Income from continuing operations   33,184    37,221   53,105  
Discontinued operations, net of taxes   (42,080)   830   540  

             

Net (loss)/income   $ (8,896)  $ 38,051   $ 53,645  
    

 

   

 

   

 



BIRDS EYE FOODS, INC. 

SCHEDULE I  
CONDENSED FINANCIAL INFORMATION OF BIRDS EYE FOODS, INC.  

(Parent company only)  
CONDENSED STATEMENTS OF CASH FLOWS  

(dollars in thousands)  
  

The accompanying notes are an integral part of these condensed financial statements.  
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   Fiscal years ended  

   
June 30, 

2007   
June 28, 

2008   
June 27,

2009  

Cash flows from operating activities:     

Net (loss)/income   $ (8,896)  $ 38,051   $ 53,645  
Noncash investment income in unconsolidated subsidiary, including discontinued 

operations    8,896    (59,486)   (69,483) 
Amortization of debt issue costs, debt discount and interest in kind   —      33,546   14,569  
Due from unconsolidated subsidiary   —      (11,667)  (8,896) 
Other   —      (444)  23  

Net cash used in operating activities   —      —     (10,142) 
Cash flows from investing activities:     

Dividend received from unconsolidated subsidiary  284,183    —     55,000  
Investment in unconsolidated subsidiary  (18)   (40)  (160) 

    
 

   
 

   
 

Net cash provided by (used in) investing activities   284,165    (40)  54,840  
             

Cash flows from financing activities:     

Proceeds from issuance of long-term debt   —      306,900   —   
Payments on long-term debt   —      —     (30,000) 
Cash paid for debt issuance costs   —      (8,728)  —   
Dividend to Birds Eye Holdings LLC   (284,183)   (298,172)  (190) 
Birds Eye Holdings LLC investment   18    40   160  

             

Net cash (used in) provided by financing activities   (284,165)   40   (30,030) 
    

 
   

 
   

 

Net change in cash and cash equivalents   —      —     14,668  
Cash and cash equivalents at beginning of period  —      —     —   

    
 

   
 

   
 

Cash and cash equivalents at end of period   $ —     $ —     $ 14,668  
    

 

   

 

   

 

Supplemental disclosure of cash flow information:     

Cash paid during the year for:     

Interest, net of amounts capitalized   $ —     $ —     $ 10,142  
             

Supplemental schedule of non-cash financing activity:     

Interest in kind included in long-term debt   $ —     $ 30,751   $ 11,966  
    

 
   

 
   

 



BIRDS EYE FOODS, INC. 

SCHEDULE I  
CONDENSED FINANCIAL INFORMATION OF BIRDS EYE FOODS, INC.  

(Parent company only)  
NOTES TO CONDENSED FINANCIAL STATEMENTS  

Note 1.    Basis of presentation  
Birds Eye Foods, Inc.’s (the “Company”) investment in subsidiary is stated at cost plus any equity in the undistributed earnings 

of its subsidiary. The Company’s share of net (loss)/income of its unconsolidated subsidiary is included in net (loss)/income using the 
equity method of accounting. This condensed financial information of the parent company only should be read in conjunction with the 
Consolidated Financial Statements of the Company included elsewhere in this registration statement. The Company is a wholly-
owned subsidiary of Birds Eye Holdings LLC.  

Note 2.    Debt  
For a discussion of the Company’s long-term debt, see Note 8 to the Company’s Consolidated Financial Statements included 

elsewhere in this registration statement.  

Note 3.    Dividend received from unconsolidated subsidiary  
In fiscal year 2007, the Company received a cash dividend from its unconsolidated subsidiary totaling $284.2 million, the 

proceeds of which were used to pay a dividend to its stockholder. In fiscal year 2009, the Company received a cash dividend from its 
unconsolidated subsidiary totaling $55.0 million, the proceeds of which were used, in part, to service the Company’s outstanding debt 
obligations.  

Note 4.    Dividend payments to stockholder  
In fiscal year 2007, the Board of Directors of the Company approved the payment of a cash dividend of $284.2 million to its 

stockholder, which was paid on March 22, 2007. In fiscal year 2008, the Board of Directors of the Company approved the payment of 
a cash dividend of $298.2 million to its stockholder, which was paid on July 11, 2007. Borrowings from the Company’s Credit 
Agreement were used to finance the fiscal year 2008 dividend to the Company’s stockholder. The Company’s Credit Agreement is 
described in Note 8 to the Company’s Consolidated Financial Statements included elsewhere in this registration statement.  

Note 5.    Income taxes  
In fiscal year 2008, the Company and its operating subsidiary entered into a tax sharing agreement whereby the operating 

subsidiary is responsible for collecting and paying the corporate income taxes of the consolidated group. In order to fulfill this 
obligation, the agreement states that the operating subsidiary’s liability shall be determined taking into account the interest deduction 
of the Company. Accordingly, the tax benefit related to the Company’s interest deduction totaling $11.7 million and $8.9 million in 
fiscal years 2008 and 2009, respectively, was transferred to the operating subsidiary via an intercompany account.  

Note 6.    Commitments and contingencies  
On an unconsolidated basis, the Company has no commitments and contingencies. See Notes 5 and 14 to the Company’s 

Consolidated Financial Statements included elsewhere in this registration statement for disclosures related to the subsidiary’s 
commitments and contingencies.  
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Exhibit 99.2 

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION  

On December 23, 2009, Pinnacle Foods Group LLC (“Pinnacle”), a Delaware limited liability company and a direct wholly-
owned subsidiary of Pinnacle Foods Finance LLC (“PFF”), completed the acquisition (the “Acquisition”) of Birds Eye Foods, Inc. 
(“Birds Eye”), a Delaware corporation, pursuant to a Stock Purchase Agreement (the “Stock Purchase Agreement”) dated November 
18, 2009, by and among Pinnacle, Birds Eye and Birds Eye Holdings LLC (“Holdings”), a Delaware limited liability company. 
Pinnacle is owned by private equity funds controlled by The Blackstone Group (“Blackstone”). In connection with the Acquisition, 
Pinnacle purchased all of the issued and outstanding capital stock of Birds Eye from Holdings for a purchase price of $670.0 million 
in cash.  

The Acquisition, the equity contribution by Blackstone, the initial borrowings under our new senior secured credit facilities, the 
offering of the new senior notes, the repayment of existing indebtedness of Birds Eye, and the payment of related fees and expenses 
are collectively referred to as the “Transactions.”  

We have derived the following unaudited pro forma condensed consolidated financial information by applying pro forma 
adjustments to the historical audited and unaudited financial statements of PFF and Birds Eye. The unaudited pro forma balance sheet 
gives effect to the Transactions as if they had occurred on September 27, 2009. The unaudited pro forma statements of operations 
give effect to the Transactions as if they had occurred on December 31, 2007 (the first day of fiscal 2008). Due to the different fiscal 
period ends for PFF and Birds Eye, the unaudited pro forma statement of operations for the year ended December 28, 2008 combines 
our results for the year ended December 28, 2008, which were derived from our audited consolidated financial statements for the year 
ended December 28, 2008, with Birds Eye’s historical results for the twelve months ended December 27, 2008, which were derived 
by combining Birds Eye’s results of operations for the six months ended June 28, 2008 included in its audited consolidated financial 
statements for the year ended June 28, 2008, with Birds Eye’s results of operations for the six months ended December 27, 2008, 
included in its audited consolidated financial statements for the year ended June 27, 2009. Similarly, the unaudited pro forma 
statement of operations for the nine months ended September 28, 2008 combines our results for the nine-month periods ended 
September 28, 2008, which were derived from our unaudited consolidated statement of operations for the nine months ended 
September 28, 2008, with Birds Eye’s historical results for the nine months ended September 27, 2008, which were derived by 
combining Birds Eye’s results of operations for the six months ended June 28, 2008 included in its audited consolidated statement of 
operations for the year ended June 28, 2008, with Birds Eye’s results of operations for the three months ended September 27, 2008, 
included in its unaudited consolidated statement of operations for the quarter ended September 27, 2008, and the unaudited pro forma 
statement of operations for the nine months ended September 27, 2009 combines our results for the nine months ended September 27, 
2009, which were derived from our unaudited consolidated statement of operations for the nine months ended September 27, 2009, 
with Birds Eye’s historical results for the nine months ended September 26, 2009, which were derived by combining Birds Eye’s 
results of operations for the six months ended June 27, 2009 included in its audited consolidated statement of operations for the year 
ended June 27, 2009, with Birds Eye’s results of operations for the three months ended September 26, 2009, included in its unaudited 
consolidated statement of operations for the quarter ended September 26, 2009.  

We derived the unaudited pro forma condensed consolidated statement of operations data for the twelve months ended 
September 27, 2009, by adding the unaudited pro forma condensed consolidated statement of operations data for the year ended 
December 28, 2008 to the unaudited pro forma condensed consolidated statement of operations data for the nine months ended 
September 27, 2009 and subtracting the unaudited pro forma condensed consolidated statement of operations data for the nine months 
ended September 28, 2008. We have included this information in addition to required disclosures as it reflects the most recent twelve 
month period available.  

We describe the assumptions underlying the pro forma adjustments in the accompanying notes, which you should read in 
conjunction with these unaudited pro forma condensed consolidated financial statements. We have based the unaudited pro forma 
adjustments upon available information and certain assumptions that we believe are reasonable under the circumstances. We present 
the unaudited pro forma condensed consolidated financial information for informational purposes only. The unaudited pro forma 
condensed consolidated statements of operations do not purport to represent what our results of operations would have been had the 
transactions described above actually occurred on the dates indicated and they do not purport to project our results of operations for 
any future period. The unaudited pro forma condensed consolidated balance sheet does not purport to reflect what our financial 
condition would have been had the transactions described above closed on the date indicated or for any future or historical period.  

The Birds Eye Acquisition will be accounted for, and is presented in the unaudited pro forma condensed consolidated financial 
information, using the authoritative guidance for the purchase method of accounting. Under these standards, the excess of the 
purchase price over the fair value of net assets acquired and liabilities assumed is recorded as goodwill.  
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        The pro forma adjustments reflect our preliminary estimates of the purchase price allocation related to the Birds Eye Acquisition, 
which will change upon finalization of appraisals and other valuation studies that are in process. These adjustments reflect the 
preliminary estimated values of inventories, plant assets, tradenames and other intangible assets. Ultimately, a portion of the purchase 
price may be allocated to other assets acquired or liabilities assumed and these effects are not reflected in the unaudited pro forma 
financial information.  

The pro forma adjustments do not include adjustments to deferred tax assets or liabilities other than with respect to Birds Eye’s 
historical goodwill, our preliminary estimate of the purchase price to be allocated to inventories, plant assets, tradenames, other 
intangible assets, and our preliminary increase in the valuation allowance applicable to Birds Eye’s historical deferred tax assets. The 
structure of the Transactions and certain elections that we may make in connection with the Birds Eye Acquisition and subsequent tax 
filings may impact the amount of deferred tax liabilities that are due and the realization of deferred tax assets.  
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS  
FOR THE YEAR ENDED DECEMBER 28, 2008  

  

Certain Birds Eye amounts have been reclassified to conform to PFF’s classification and presentation.  

See accompanying notes to unaudited pro forma condensed consolidated statements of operations  
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   PFF   Birds Eye   

Adjustments for the
Transactions 

(a)   
Total Pro Forma

(h)  
   (in thousands)  

Net sales   $1,556,408   $923,676  $ —     $ 2,480,084  
Cost of products sold    1,217,929   683,769  (717)(b)  

     1,047(c)   1,902,028  
                 

Gross profit    338,479    239,907   (330)   578,056  
Marketing and selling expenses    111,372   77,674  —      189,046  
Administrative expenses    47,832   36,484  358(d)   84,674  
Research and development expenses    3,496   4,102  —      7,598  
Other expense (income), net    24,363   2,970  409(e)   27,742  

                 

Earnings before interest and taxes    151,416    118,677   (1,097)   268,996  
Interest expense    153,280   57,604  47,525(f)   258,409  
Interest income    319   —    —      319  

    
 

       
 

   
 

(Loss) earnings before taxes    (1,545) 61,073  (48,622)   10,906  
Provision for income taxes    27,036    20,325   (16,585)(g)   30,776  

    
 

       
 

   
 

(Loss) earnings from continuing operations   $ (28,581)  $ 40,748  $ (32,037)  $ (19,870) 
    

 

       

 

   

 



UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS  
FOR THE NINE MONTHS ENDED SEPTEMBER 28, 2008  

  

Certain Birds Eye amounts have been reclassified to conform to PFF’s classification and presentation.  

See accompanying notes to unaudited pro forma condensed consolidated statements of operations  
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   PFF   Birds Eye   

Adjustments for 
the Transactions

(a)   
Total Pro Forma

(h)  
   (in thousands)  

Net sales   $1,141,530   $627,911  $ —     $ 1,769,441  
Cost of products sold   893,798   466,984  (514)(b)  

     1,214(c)   1,361,482  
                 

Gross profit    247,732    160,927   (700)   407,959  
Marketing and selling expenses   88,160   54,546  —      142,706  
Administrative expenses   36,781   29,465  180(d)   66,426  
Research and development expenses   2,577   3,117  —      5,694  
Other expense (income), net   4,406   2,273  307(e)   6,986  

                 

Earnings before interest and taxes    115,808    71,526   (1,187)   186,147  
Interest expense   110,980   43,949  34,430(f)   189,359  
Interest income   253   —    —      253  

    
 

       
 

   
 

Earnings (loss) before taxes   5,081  27,577  (35,617)   (2,959) 
Provision for income taxes    23,575    7,773   (4,622)(g)   26,726  

    
 

       
 

   
 

(Loss) earnings from continuing operations   $ (18,494)  $ 19,804  $ (30,995)  $ (29,685) 
    

 

       

 

   

 



UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS  
FOR THE NINE MONTHS ENDED SEPTEMBER 27, 2009  

  

Certain Birds Eye amounts have been reclassified to conform to PFF’s classification and presentation.  

See accompanying notes to unaudited pro forma condensed consolidated statements of operations  
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   PFF   Birds Eye   

Adjustments for 
the Transactions

(a)   
Total Pro Forma

(h)
   (in thousands)
Net sales   $1,230,415  $625,558  $ —     $ 1,855,973
Cost of products sold   956,751  464,805  (882)(b)  

      1,833(c)   1,422,507
                

Gross profit    273,664   160,753   (951)   433,466
Marketing and selling expenses   91,009  57,200  —      148,209
Administrative expenses   47,038  20,134  229(d)   67,401
Research and development expenses   3,275  2,763  —      6,038
Other expense (income), net   12,591  3,262  148(e)   16,001

                

Earnings before interest and taxes    119,751   77,394   (1,328)   195,817
Interest expense   86,583  33,617  44,104(f)   164,304
Interest income   34  —    —      34

            
 

   

Earnings (loss) before taxes   33,202  43,777  (45,432)   31,547
Provision for income taxes    22,384   12,738   (10,949)(g)   24,173

            
 

   

Earnings (loss) from continuing operations   $ 10,818  $ 31,039  $ (34,483)  $ 7,374
            

 

   



UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS  
FOR THE TWELVE MONTHS ENDED SEPTEMBER 27, 2009  

  

Certain Birds Eye amounts have been reclassified to conform to PFF’s classification and presentation.  

See accompanying notes to unaudited pro forma condensed consolidated statements of operations  
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   PFF   Birds Eye   

Adjustments for 
the Transactions

(a)   
Total Pro Forma

(h)
   (in thousands)
Net sales   $1,645,293  $921,323  $ —     $ 2,566,616
Cost of products sold   1,280,882  681,590  (1,085)(b)  

      1,666(c)   1,963,053
                

Gross profit    364,411   239,733   (581)   603,563
Marketing and selling expenses   114,221  80,328  —      194,549
Administrative expenses   58,089  27,153  407(d)   85,649
Research and development expenses   4,194  3,748  —      7,942
Other expense (income), net   32,548  3,959  250(e)   36,757

                

Earnings before interest and taxes    155,359   124,545   (1,238)   278,666
Interest expense   128,883  47,272  57,199(f)   233,354
Interest income   100  —    —      100

            
 

   

Earnings (loss) before taxes   26,576  77,273  (58,437)   45,412
Provision for income taxes    25,845   25,290   (22,912)(g)   28,223

            
 

   

Earnings (loss) from continuing operations   $ 731  $ 51,983  ($ 35,525)  $ 17,189
            

 

   



NOTES TO UNAUDITED PRO FORMA CONDENSED CONSOLIDATED  
STATEMENT OF OPERATIONS  

  

Additionally, the pro forma statement of operations data do not reflect the one-time expenses incurred in connection with the 
Transactions, such as (a) an approximately $23.3 million non-cash charge for the manufacturing profit added to inventories 
under purchase accounting, (b) a non-recurring charge totaling $4.5 million recorded upon completion of the Transactions 
related to bridge financing fees expensed when the notes were issued and bridge financing was not used, and (c) a non-recurring 
charge of approximately $13.0 million related to the portion of fees to professional advisors and other transaction-related costs 
that was not capitalized as deferred financing costs.  
The pro forma statement of operations data do not reflect the effects of all anticipated cost savings and any related one-time 
costs to achieve those cost savings.  
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(a) The pro forma adjustments reflect our preliminary estimates of the purchase price allocation related to the Birds Eye 
Acquisition, which will change upon finalization of appraisals and other valuation studies that are in process. Purchase price 
allocated to inventories in excess of Birds Eye’s historical carrying value will increase cost of products sold after the 
consummation of the Birds Eye Acquisition. The pro forma balance sheet also includes preliminary fair value adjustments for 
plant assets, tradenames, and other identifiable intangible assets and the related additional depreciation and amortization expense 
is reflected in the statement of operations. 

(b) Reflects the elimination of amortization of unrecognized actuarial losses and prior service costs reflected in Birds Eye’s 
historical defined benefit pension plan expenses as a result of the preliminary application of purchase accounting, as follows: 

   
Year ended 

December 28, 2008  
Nine Months ended
September 28, 2008

Nine Months ended
September 27, 2009  

Twelve Months ended
September 27, 2009

   (in thousands)  

Net pension adjustment   $ (1,103)  $ (791) $ (1,357)  $ (1,669) 
Less: portion applicable 

to administrative 
expenses    386    277   475    584  

    
 

   
 

   
 

   
 

Portion applicable to 
costs of products 
sold   $ (717)  $ (514)  $ (882)  $ (1,085) 

    

 

   

 

   

 

   

 

(c) Reflects the increase in depreciation expense due to the increase in fair value of plant assets as a result of the preliminary 
application of purchase accounting, as follows: 

   
Year ended 

December 28, 2008  
Nine Months ended
September 28, 2008  

Nine Months ended
September 27, 2009  

Twelve Months ended
September 27, 2009  

   (in thousands)
Total depreciation 

adjustment   $ 1,309   $ 1,517   $ 2,291   $ 2,083  
Less: portion applicable 

to administrative 
expenses    (262)   (303)  (458)   (417) 

                 

Portion applicable to 
costs of product sold   $ 1,047   $ 1,214   $ 1,833   $ 1,666  
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(d) Reflects the net increase (decrease) in administrative expenses resulting from the following: 

   
Year ended 

December 28, 2008   
Nine Months ended
September 28, 2008   

Nine Months ended 
September 27, 2009   

Twelve Months ended
September 27, 2009  

   (in thousands)  
Pension adjustment per note (b) above   $ (386)   $ (277)   $ (475)   $ (584) 
Depreciation adjustment per note (c) above    262     303     458     417  
Elimination of Vestar management fee(1)    (1,065)  (794)  (864)    (1,135) 
Elimination of SERA expense(2)    (407)    (302)    (316)    (421) 
Incremental Blackstone monitoring fees(3)    1,954     1,250     1,426     2,130  

                    

Net increase (decrease) in administrative expenses   $ 358    $ 180    $ 229    $ 407  
    

 

    

 

    

 

    

 

 
(1) Represents management fee paid to Vestar for consulting and advisory services under the management agreement with 

Vestar which will be terminated in connection with the Birds Eye Acquisition. 

 
(2) Represents historical expense related to Birds Eye’s SERA plan which will be terminated in connection with the Birds Eye 

Acquisition. 
 (3) Represents estimated incremental monitoring fees under the new advisory agreement with an affiliate of Blackstone. 

(e) Reflects the incremental amortization related to other intangible assets which were recorded as a result of the preliminary 
application of purchase accounting. Such assets are amortized over the expected useful life of 30 years. 

(f) Reflects pro forma adjustments to interest expense using the applicable LIBOR rates as follows: 

   
Year ended 

December 28, 2008   
Nine Months ended
September 28, 2008   

Nine Months ended 
September 27, 2009   

Twelve Months ended
September 27, 2009  

   (in thousands)  
Incremental term loan facility(1)   $ 66,307    $ 49,792    $ 49,299    $ 65,814  
New senior notes (2)    27,750     20,813     20,813     27,750  
Estimated incremental revolver borrowings(3)    1,393     495     460     1,358  
Commitment fees(4)    125   94   94     125  

    
 

    
 

    
 

    
 

Total pro forma increase to cash interest expense    95,575     71,194     70,666     95,047  
Amortization of capitalized debt issuance costs(5)    8,759     6,570     6,570     8,759  

    
 

    
 

    
 

    
 

Total pro forma increase to total interest expense    104,334     77,764     77,236     103,806  
Less: Reduction of PFF’s existing revolver 

commitment fees(6)    (115)  (49)  (98)    (164) 
Less: Birds Eye historical expense(7)    (56,694)    (43,285)    (33,034)    (46,443) 

                    

Total pro forma adjustment to interest expense   $ 47,525    $ 34,430    $ 44,104    $ 57,199  
    

 

    

 

    

 

    

 

 

(1) Reflects pro forma interest expense on the incremental $850.0 million term loan facility at an assumed minimum LIBOR 
rate of 2.50% plus an applicable margin of 5.00% and the amortization of the 1.4% discount at issuance. A 0.125% 
increase or decrease in the interest rate on the incremental term loan facility would increase or decrease our annual interest 
expense by $1.1 million. 



  

  

  

Depending upon the final purchase price allocation for the Birds Eye Acquisition, depreciation and amortization expense may 
increase.  
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 (2) Reflects pro forma interest expense at 9.25% per annum. 

 

(3) Reflects pro forma interest expense on average assumed incremental revolver borrowings of $22.9 million for the year 
ended December 31, 2008, $9.9 million for the nine months ended September 28, 2008, $19.7 million for the nine months 
ended September 27, 2009, and $30.4 million for the twelve months ended September 27, 2009 based on our historical 
interests rates (based on base rate and LIBOR rates then in effect for the applicable period). 

 
(4) Reflects pro forma commitment fees of 0.50% on the $25.0 million incremental average available balance under the 

revolving credit facility. 

 
(5) Reflects non-cash amortization of capitalized deferred financing costs related to the Transactions over the term of the 

related facilities. 
 (6) Reflects reduction of our historical revolver commitment fees based on average assumed incremental revolver borrowings. 

 
(7) Reflects Birds Eye’s historical interest expense, net of amounts applicable to capital lease obligations and its non-qualified 

401(k) retirement plan which are not being repaid in connection with the Transactions. 

(g) Represents the estimated reduction of the pro forma tax provision resulting from the combination of the consolidated tax groups 
of PFF and Birds Eye, consideration of their related tax attributes, and the impact of the pro forma adjustments. This adjustment 
is preliminary and is subject to additional analysis. 

(h) Pro forma depreciation and amortization expense is as follows: 

   
Year ended 

December 28, 2008  
Nine Months ended
September 28, 2008  

Nine Months ended 
September 27, 2009  

Twelve Months ended
September 27, 2009

   (in thousands)
Depreciation and 

amortization   $ 82,958  $ 60,988  $ 63,183  $ 85,153
                



UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET  
AS OF SEPTEMBER 27, 2009  

  

The pro forma condensed consolidated balance sheet is presented as of the most recent interim date of PFF, the acquirer, which 
is September 27, 2009. Birds Eye is on a different fiscal period end, and as a result, Birds Eye’s balance sheet as of its most recent 
interim date, September 26, 2009, is used as a matter of convenience. In addition, certain Birds Eye amounts have been reclassified to 
conform to PFF’s balance sheet classifications.  

See accompanying notes to unaudited pro forma condensed consolidated balance sheet  
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PFF 

September 27, 2009  
Birds Eye 

September 26, 2009  
Adjusted for 

the Transactions  
Pro Forma

Total
   (in thousands)
Assets       

Cash and cash equivalents   $ 2,583  $ 44,396   $ (44,396)(a)  $ 2,583
Accounts receivable, net    110,060  69,283   —     179,343
Inventories, net    201,228  218,839   23,318(b)  443,385
Other current assets   8,728  10,081  —     18,809
Held for sale assets    —     7,402    —      7,402
Deferred tax assets    4,919  6,948   (11,867)(c)  —  

        
 

   
 

   

Total current assets    327,518  356,949   (32,945)  651,522

Plant assets, net    267,308  117,845   26,900(d)  412,053
Tradenames    910,112  179,500   570,500(e)  1,660,112
Other assets, net    151,646  39,476   48,035(f)  239,157
Goodwill   994,167  53,334  (53,334)(b)  

      582,287(b)   1,576,454
        

 
   

 
   

Total assets   $ 2,650,751  $ 747,104   $ 1,141,443   $4,539,298
        

 

   

 

   

Liabilities and shareholder’s equity       

Short term borrowings   $ 7,929  $ —    $ —   (a)  $ 7,929
Current portion of long-term obligations    12,963  5,344   3,742(g)  22,049
Accounts payable    68,001  82,258   —     150,259
Accrued trade marketing expense   23,300  —   —     23,300
Accrued liabilities    86,155   61,368    (9,008)(h)   138,515

        
 

   
 

   

Total current liabilities    198,348  148,970   (5,266)  342,052

Long-term debt    1,737,818  739,798   (738,582)(a)  1,739,034
Incremental term loan facility   —   —   829,750(i)  829,750
New senior notes    —     —      300,000(a)   300,000
Pension and other postretirement benefits    38,307  51,377   (6,194)(a)  83,490
Other long-term liabilities    23,698  2,622   —     26,320
Deferred tax liabilities    342,260  46,248   233,657(j)  622,165

Total shareholder’s equity (deficit)    310,320  (241,911)  528,078(k)  596,487
                

Total liabilities and shareholder’s equity   $ 2,650,751  $ 747,104   $ 1,141,443   $4,539,298
        

 

   

 

   



NOTES TO UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET  
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(a) The following table sets forth the estimated sources and uses of cash in the Transactions, assuming they had occurred on 
September 27, 2009 (in thousands): 

Sources:   

Incremental revolving credit facility(1)   $ —  
Incremental term loan facility(2)    838,250
New senior notes    300,000
Equity contribution(3)    303,667
Existing Birds Eye cash    44,396

    

  $1,486,313
    

Uses:   

Birds Eye equity consideration(4)   $ 670,000
Repayment of Birds Eye existing indebtedness(5)    748,461
Cash payment for termination of Birds Eye’s interest rate swap(6)    5,408
Birds Eye’s SERA change of control acceleration payment(7)    6,194
Estimated transaction fees and expenses(8)    56,250

    

  $1,486,313
    

 
(1) Reflects our $125 million existing and $25 million incremental senior secured revolving credit facility; no incremental 

drawings were required at the closing of the Transactions. 

 

(2) Reflects our incremental senior secured term loan facility in an aggregate principal amount of $850.0 million which was 
entered into at the closing of the Transactions. The incremental term loan was issued at a 1.4% discount and the net 
proceeds were approximately $838.3 million. Our incremental term loan requires scheduled quarterly payments of 0.25% 
of the original principal amount for the first four years, with the balance payable in the final quarterly installment. On a pro 
forma basis as of September 27, 2009, the current portion of the new senior secured term loan was $8.5 million. 

 
(3) Represents the cash equity to be contributed by investment funds affiliated with Blackstone. The actual amount of the 

equity contribution was based on the actual amounts of cash and indebtedness at the closing date. 

 
(4) Reflects the amount of total consideration to be paid to holders of outstanding shares of Birds Eye common stock pursuant 

to the terms of the Stock Purchase Agreement. 

 
(5) Reflects the face amount of Birds Eye’s existing indebtedness plus accrued interest as of September 26, 2009 (in 

thousands): 

JPMorgan term loan facility   $379,875
UBS term loan facility    327,670
Revolving credit facility(i)    36,200
Other debt    1,116
Accrued interest on existing debt    3,600

    

Total debt to be refinanced   $748,461
    

 
(i) Revolving credit facility borrowings as of September 26, 2009 reflect seasonal liquidity requirements. As of 

December 23, 2009 Birds Eye had no borrowings under its revolving credit facility. 

 
(6) Represents use of cash for termination of interest rate swaps due to the repayment of Birds Eye’s existing indebtedness. 

The estimated cash used to terminate the interest rate swaps will increase the amount to be repaid under Birds Eye’s 
existing indebtedness and is reflected in accrued liabilities. 
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 (7) Reflects acceleration of the payment obligation that was triggered by the Birds Eye Acquisition under the SERA plan. 
 (8) Reflects the estimated fees and expenses associated with the Transactions, as describe in the table below (in thousands): 

Deferred financing costs:   
Financing fees(i)   $25,750
Other financing costs(ii)    13,000

    

Total deferred financing costs    38,750
Costs to be expensed by PFF:   

Other financing costs(ii)    13,000
Bridge financing fees(iii)    4,500

    

Total fees to be expensed    17,500
    

Total estimated transaction costs   $56,250
    

 
(i) Reflects estimated financing fees incurred in connection with the new senior secured credit facilities and the new 

senior notes, which will be capitalized and amortized over the terms of the applicable indebtedness. 

 

(ii) Represents transaction costs, other than those included in (i) above, including fees attributable to professional 
advisors and other fees associated with the completion of the Transactions, which will be allocated between 
deferred financing costs and expenses associated with the Transactions, based on a study which is not yet 
complete. Accordingly, the actual amounts allocated to deferred financing costs and transaction expenses, and the 
corresponding amount of amortization and current expense, respectively, may be different from the amounts 
presented herein. Also included is a $14.0 million transaction fee paid to an affiliate of Blackstone at the closing of 
the Transactions pursuant to an amended and restated advisory agreement that PFF and an affiliate of Blackstone 
intend to enter into in connection with the Transactions, of which a portion has been allocated to deferred 
financing. 

 (iii) Represents the bridge financing fees that were expensed upon the completion of the Transactions. 

(b) Reflects the preliminary estimated excess of purchase price over the fair values of assets acquired and liabilities assumed as a 
result of the following assumed purchase price allocation (in thousands): 

Purchase of equity   $ 670,000  

Birds Eye historical stockholder’s deficit    (241,911) 
Less: Historical debt issuance costs    (8,286) 
Less: Unamortized UBS original issue discount reflected in Birds Eye indebtedness    (1,521) 

    
 

Birds Eye historical stockholder’s deficit, as adjusted    (251,718) 

Initial excess of purchase price over historical deficit, as adjusted    921,718  
Add: Historical Birds Eye goodwill    53,334  
Less: Amounts allocated to inventories    (23,318) 
Less: Amounts allocated to plant assets    (26,900) 
Less: Amounts allocated to tradenames    (570,500) 
Less: Amounts allocated to other intangible assets    (17,571) 
Add: Net adjustment to deferred taxes per notes (c) and (j) below    245,524  

    
 

Goodwill(1)   $ 582,287  
    

 

 
(1) The adjustments above reflect our preliminary estimates of the purchase price allocation, which may change upon 

finalization of appraisals and other valuation studies that are in process. 
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(c) Reflects the net adjustment to current deferred tax assets as follows (in thousands): 

Estimated increase in valuation allowance applicable to Birds Eye’s net current deferred tax assets   $ (2,605) 
Incremental deferred tax liability related to purchase accounting adjustment to inventories    (9,262) 

     

Net adjustment to deferred tax assets   $(11,867) 
    

 

(d) Reflects the incremental value attributed to plant assets as a result of the preliminary application of purchase accounting. 

(e) Reflects the incremental value attributed to indefinite lived tradenames as a result of the preliminary application of purchase 
accounting. 

(f) Reflects the capitalization of estimated financing costs in connection with the incremental term loan facilities and the new senior 
notes and the recording of other intangible assets as a result of preliminary application of purchase accounting, less the 
elimination of Birds Eye’s historical unamortized debt issuance costs, as follows (in thousands): 

Estimated deferred financing costs related to the Transactions   $38,750  
Estimated incremental other intangible assets    17,571  
Write-off of Birds Eye debt issuance costs    (8,286) 

     

Net adjustment to other noncurrent assets   $48,035  
    

 

(g) Adjustment to current portion of long-term obligations was calculated as follows (in thousands): 

Current portion of incremental term loan facility   $ 8,500  
Current portion of Birds Eye indebtedness to be repaid    (4,758) 

    
 

Net adjustment to current portion of long-term obligations   $ 3,742  
    

 

(h) Reflects the net adjustment to accrued liabilities as a result of the Transactions as follows (in thousands): 

Accrued interest related to Birds Eye indebtedness to be repaid   $(3,600) 
Reduction of Birds Eye interest rate swap liability upon termination    (5,408) 

    
 

Net adjustment to accrued liabilities   $(9,008) 
    

 

(i) The following is a summary of the balances related to the new senior secured term loan facility reflected in the pro forma 
balance sheet as of September 27, 2009 (in thousands): 

Face value of incremental term loan facility   $850,000  
Less: original issuance discount    (11,750) 

    
 

Net incremental term loan facility    838,250  
Current portion of incremental term loan facility    (8,500) 

     

Long-term portion of incremental term loan facility   $829,750  
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(j) Reflects the net adjustment to net non-current deferred tax liabilities as follows (in thousands): 

Increase in deferred tax liabilities related to historical Birds Eye goodwill   $ 2,359
Increase in deferred tax liability related to purchase price allocated to tradenames    217,361
Estimated increase in valuation allowance applicable to Birds Eye non-current deferred tax assets    13,937

    

Net adjustment to deferred tax liabilities   $233,657
    

(k) Reflects the net adjustment to shareholder’s equity, as follows (in thousands): 

Assumed equity contribution   $303,667  
Elimination of Birds Eye deficit    241,911  
Bridge loan fee    (4,500) 
Other transaction expenses per note (a)(8) above    (13,000) 

    
 

Total pro forma adjustment to shareholder’s equity   $528,078  
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