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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 8-K

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

Date of Report (Date of earliest event reportédigust 28, 2014

Tyson Foods, Inc.

(Exact name of registrant as specified in charter)

Delaware

(State of incorporation or organization)

001-14704

(Commission File Number)

71-0225165
(IRS Employer Identification No.)

2200 Don Tyson Parkway, Springdale, AR 72762-6999
(479) 290-4000

(Address, including zip code, and telephone numhehiding area code, of
Registrant’s principal executive offices)

Not Applicable
(Former name or former address, if changed sirstadg@ort)

Check the appropriate box below if the Form 8-{lis intended to simultaneously satisfy the {liobligation of the registrant under any of
the following provisions:

O

O
O
O

Written communications pursuant to Rule 425 underSecurities Act (17 CFR 230.4
Soliciting material pursuant to Rule 14a-12 undherExchange Act (17 CFR 240.123}
Pre-commencement communications pursuant to Rue?{l#) under the Exchange Act (17 CFR 240.24al))

Pre-commencement communications pursuant to R@éetld under the Exchange Act (17 CFR 240.4Q3y}






Item 2.01. Completion of Acquisition or Dispositionof Assets.

As previously disclosed, on July 1, 2014, Tysond¥dnc., a Delaware corporationT{son”), and HMB Holdings, Inc., a Maryland
corporation and wholly owned subsidiary of TysoP(Irchaser”), entered into an Agreement and Plan of Merdgee (tMerger Agreement
") with The Hillshire Brands Company Hillshire Brands "), pursuant to which, among other things, Purchasmild merge with and into
Hillshire Brands (the Merger ), with Hillshire Brands surviving the Merger asvolly owned subsidiary of Tyson. In accordangghe
terms of the Merger Agreement, on August 28, 2@iel Merger was completed.

Pursuant to the Merger Agreement, upon the terrdssahject to the conditions thereof, Purchaser cenued a cash tender offer (the “
Offer ™) on July 16, 2014 to acquire all of the outstamgdHillshire Brands common stock, par value $0.8d.ghare (the Shares”), at a price
of $63.00 per Share, in cash, without interest (tléfer Price "), subject to any withholding of taxes requireddpplicable law, upon the
terms and subject to the conditions set forth en@ifer to Purchase, dated July 16, 2014 (ttéfér to Purchase”), and in the related Letter
Transmittal, filed as Exhibit (a)(1)(i) and Exhil§&)(1)(ii), respectively, to the Tender Offer 8taent on Schedule TO dated July 16, 2014 (a
amended or supplemented from time to time, tBeltedule TO") filed by Purchaser and Tyson.

On August 28, 2014, Tyson and Hillshire Brands ameed the completion of the Offer. The Offer exgiat 12:00 midnight, New
York City time, at the end of Wednesday, AugustZ2¥14. According to Computershare Trust Compang, Nhe depositary for the Offer,
86,987,201 Shares were validly tendered and natlyatithdrawn (not including 3,662,904 Shares teradl pursuant to notices of guaranteed
delivery), which represented approximately 70%hef dutstanding Shares. Purchaser accepted for payamel has paid for, all Shares that
were validly tendered and not validly withdrawraiccordance with the terms of the Offer.

Pursuant to the option (theTbp-Up Option ") granted to Purchaser under the Merger Agreenteptrchase directly from Hillshire
Brands newly-issued Shares at the Offer PricesHiil¢ Brands issued to Purchaser 250,754,549 Stiaee’$Top-Up Shares”) for an
aggregate purchase price of $15,797,536,587, wisichpaid by delivery of a promissory note. UnderMerger Agreement, because Tyson
and Purchaser did not collectively own more tha¥ @0 the Shares upon completion of the Offer, Paselh was deemed to have exercised th
Top-Up Option. The Top-Up Shares were issued withegistration under the Securities Act of 1933aasended (the Securities Act”), in
reliance upon the exemption from registration eghfin Section 4(2) of the Securities Act.

Upon the purchase of the Top-Up Shares on Augus2@B4, Purchaser held a total of 337,741,750 Shegpresenting more than
90% of the outstanding Shares.

The number of Shares tendered satisfied the conditi the Offer that there be validly tendered aativalidly withdrawn prior to the
expiration of the Offer a number of Shares (exeigdbhares tendered by notice of guarantee delivemgoh, together with the Shares already
owned by Tyson and its subsidiaries, represermaat two-thirds the total number of Shares outstgnals of the expiration of the Offer.

Following the consummation of the Offer, the renranconditions to the Merger set forth in the Marggreement were satisfied or
waived, and on Thursday, August 28, 2014, Purcham@pleted the acquisition of Hillshire Brands lmnsummating the Merger pursuant to
the terms of the Merger Agreement and in accordairiitethe Maryland General Corporation Law. At gféective time of the Merger, any
Shares not purchased pursuant to the Offer (oftiaer $hares held by Hillshire Brands, Tyson, anyyson’s subsidiaries (including Purchas
or any subsidiary of Hillshire Brands) were autagsty converted into the right to receive, in castd without interest, an amount equal to th
Offer Price.




The aggregate cash consideration required to acgllioutstanding Shares pursuant to the Offerth@dMerger is approximately $7.8
billion. Tyson obtained the funds necessary to filmedacquisition through (i) borrowings under threei Loan Agreement dated as of July 15,
2014 among Tyson, Morgan Stanley Senior Funding, bs administrative agent, and the other lengianty thereto, on the terms and
conditions previously disclosed in the Schedule {ipproceeds from concurrent offerings of Class@nmon stock and 4.75% tangible eq
units on the terms and conditions previously disetbin the Prospectus Supplement on Form 424BbyeTyson on July 31, 2014, (iii)
proceeds from concurrent offerings of four seriesamior notes due 2019, 2024, 2034 and 2044 otethes and conditions previously
disclosed in the Prospectus Supplement on Form 321 by Tyson on August 6, 2014 and (iv) casthand.

The foregoing is a general description of the Qffiee Merger and the Merger Agreement; it doegpnigport to be complete and is
qualified in its entirety by reference to the Marggreement, which is attached as Exhibit 2.1 ®@urrent Report on Form 8-K filed by
Tyson on July 2, 2014, and which is incorporateetineby reference.

Pro forma information

Tyson is filing this Current Report on Form 8-Kgmvide certain financial information with respéetTyson’s acquisition of Hillshire
Brands. As previously disclosed in its Schedulean@®ndment No. 10 on August 28, 2014, Tyson andhasssr completed the acquisition of
Hillshire Brands by consummating the Merger purstanhe terms of the Merger Agreement and in adaoce with Maryland General
Corporation Law.

Included in this filing as Exhibit 99.1 are the #ad consolidated financial statements of HillstBrands for the periods described in
Item 9.01(a) below, the notes related thereto hadeports of the Independent Registered Publiodaing Firms.

Also included in this filing as Exhibits 99.2 is Magemens Discussion and Analysis of Financial Conditiod &esults of Operatio
for Hillshire Brands for the periods described iAlqa) below and included as Exhibit 99.3 is thefprma financial information described in
Item 9.01(b) below, respectively.

Iltem 9.01. Financial Statements and Exhibits

(a) Financial Statemer

* Audited consolidated financial statements of Hiéshire Brands Company comprised of consoliddiathnce
sheets as of June 28, 2014 and June 29, 2013 aneldted consolidated statements of income, cinlaget
statements of comprehensive income, consolidatgdrsents of equity and consolidated statementasif ftows for
the three years ended June 28, 2014, the notésdé¢kereto and the Reports of the Independentsiegd Public
Accounting Firms, attached as Exhibit 99.1 hereto.

(b) Pro Forma Financial Informati

The following unaudited pro forma condensed constdéid financial information of Tyson Foods, Indvimg effect to the acquisition
of The Hillshire Brands Company, is included in Exh99.3 hereto:

* Unaudited Pro Forma Condensed Consolidated Balgheet as of June 28, 20

» Unaudited Pro Forma Condensed Consolidated StateroEmcome for the year ended September 28,

e Unaudited Pro Forma Condensed Consolidated StatsmmEmcome for the nine months ended June 28428x«
* Notes to the Unaudited Pro Forma Condensed Comsetid-inancial Informatio




(d) Exhibits

Exhibit No. Description

23.1 Consent of Deloitte & Touche Ll
23.2 Consent of PricewaterhouseCoopers
99.1 Audited consolidated financial statement$ted Hillshire Brands Company as of June 28, 20tJame 29, 2013 and for

each of the three years in the period ended Jun228, the notes related thereto and the Repbttedndependent
Registered Public Accounting Firms

99.2 Management’s Discussion and Analysis of FRir@rCondition and Results of Operations of ThddHite Brands Company
for the three years ended June 28, 2014

99.3 Unaudited Pro Forma Condensed Consolidated Findnétemation of Tyson Foods, Ir




SIGNATURE

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly caussdéport to be signed on its ber
by the undersigned hereunto duly authorized.

TYSON FOODS, INC.
Date: September 4, 2014

By: Is/ Curt T. Calaway
Name: Curt T. Calaway
Title: Senior Vice President, Controller and Chief

Accounting Officer



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference inrRbgistration Statements on Form S-3 (No. 333-19Y66d Forms S-8 (Nos. 333-186797,
333-115378, 333-115379, 333:580) of Tyson Foods, Inc. of our report dated ¥si@1, 2014, relating to the consolidated findrsti@ement
of The Hillshire Brands Company, appearing in tisrent Report on Form 8-K of Tyson Foods, Incedgseptember 4, 2014.

/sl Deloitte & Touche LLP
Chicago, lllinois
September 4, 2014



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-3 (N8-B37661) and on Forms S-8 (Nos. 333
186797, 333-115378, 333-115379 and 333-11580) sbifyoods, Inc. of our report dated August 23, 2@lzing to the financial statements
of The Hillshire Brands Company, which appearshia Current Report on Form 8-K of Tyson Foods, tated September 4, 2014.

/sl PricewaterhouseCoopers LLP
Chicago, lllinois
September 4, 2014



EX99.]

Audited consolidated financial statements of The Hishire Brands Company as of June 28, 2014
and June 29, 2013 and for each of the three yearsthe period ended June 28, 2014

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
The Hillshire Brands Company
Chicago, lllinois

We have audited the accompanying consolidated balsimeet of The Hillshire Brands Company and sidrsés (the "Company") as of June
28, 2014, and the related consolidated stateméimsame, comprehensive income, equity, and cashdfifor the year ended June 28, 2014.
These financial statements are the responsibilithie Company's management. Our responsibilitg Esxipress an opinion on these financial
statements based on our audit.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those standard:s
require that we plan and perform the audit to abtaasonable assurance about whether the finataieiments are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenenelaas evaluating the overall financial
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinaricial position of The Hillshire Brands
Company and subsidiaries at June 28, 2014, aneséts of their operations and their cash flowslie year ended June 28, 2014, in
conformity with accounting principles generally eapted in the United States of America.

/sl Deloitte & Touche LLP
Chicago, lllinois
August 21, 2014




EX99.]

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
of The Hillshire Brands Company

In our opinion, the consolidated balance sheef darme 29, 2013 and the related consolidated s&ttnof income, comprehensive income,
equity and cash flows for each of the two yearth@period ended June 29, 2013 present fairlyll imaterial respects, the financial position of
The Hillshire Brands Company and its subsidiarieluae 29, 2013, and the results of their operatéord their cash flows for each of the two
years in the period ended June 29, 2013, in cornfpmiith accounting principles generally acceptedtie United States of America. The
financial statements are the responsibility of @mmpany's management. Our responsibility is toesgan opinion on these financial
statements based on our audits. We conducted dits @i these statements in accordance with thredatas of the Public Company
Accounting Oversight Board (United States). Thdaadards require that we plan and perform the dadibtain reasonable assurance about
whether the financial statements are free of malterisstatement. An audit includes examining, é@sé basis, evidence supporting the amc
and disclosures in the financial statements, aggptise accounting principles used and signifiestimates made by management, and
evaluating the overall financial statement pred@maWe believe that our audits provide a reastmbhsis for our opinion.

/sl PricewaterhouseCoopers LLP
Chicago, lllinois
August 23, 2013




EX99.]

CONSOLIDATED STATEMENTS OF INCOME

Years Ended
June 28, June 29, June 30,

In millions except per share data 2014 2013 2012
Continuing Operations

Net sales $ 4,08 $ 392( $ 3,95¢
Cost of sales 2,92( 2,75¢ 2,851
Selling, general and administrative expenses 84t 85¢ 93C
Net charges for exit activities, asset and busidegsositions 14 9 81
Impairment charges — 1 14
Operating income 30¢€ 297 7€
Interest expense 48 48 77
Interest income 9 @) 5)
Debt extinguishment costs — — 3¢9
Income (loss) from continuing operations beforeome taxes 267 25¢€ (35)
Income tax expense (benefit) 55 72 (15)
Income (loss) from continuing operations 212 184 (20)
Discontinued Operations

Income from discontinued operations net of tax espgbenefit) of $1, $(8), and $(603) 1 15 462
Gain on sale of discontinued operations, net oktepense of nil, $15, and $367 — 53 40t
Net income from discontinued operations 1 68 86¢
Net income 213 252 84¢
Less: Income from noncontrolling interests, netaof

Discontinued operations — — 3
Net income attributable to Hillshire Brands $ 21z % 252  $ 84¢
Amounts attributable to Hillshire Brands

Net income (loss) from continuing operations $ 21z $ 184 % (20)
Net income from discontinued operations 1 68 86%
Net income attributable to Hillshire Brands $ 21z % 252  $ 84¢
Earnings per share of common stock

Basic

Income (loss) from continuing operations $ 172 $ 15 $ (0.1¢
Net income $ 17 $ 20t $ 7.1%
Diluted

Income (loss) from continuing operations $ 171 $ 14¢ $ (0.1¢
Net income $ 17z $ 204 $ 718

The accompanying Notes to Consolidated FinancatkBtents are an integral part of these statements.

3




EX99.]

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended

June 28, June 29, June 30,

In millions 2014 2013 2012

Net income $ AR 25z ¢ 84¢
Translation adjustments, net of tax of nil, $(6)L ® respectively 1) (21) (23)
Net unrealized gain (loss) on qualifying cash floadges, net of tax of nil, $4, nil respectivel 1 (8 2
Pension/Postretirement activity, net of tax of $8,4), $26 respectively (8 26 (21)
Comprehensive income 20t 24¢ 80¢
Comprehensive income attributable to non-contrgllimerests — — 3
Comprehensive income attributable to Hillshire Bfgn $ 205§ 24¢  § 80¢

The accompanying Notes to Consolidated FinancatkBtents are an integral part of these statements.
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EX99.]

CONSOLIDATED BALANCE SHEETS

In millions June 28, 2014 June 29, 2013
Assets
Cash and equivalents $ 23 % 40c¢
Short-term investments 87 —
Trade accounts receivable, less allowances of #9014 and $2 in 2013 232 21¢
Inventories
Finished goods 22¢ 207
Work in process 19 15
Materials and supplies 85 91
33C 313
Current deferred income taxes 12¢ 71
Income tax receivable 13 18
Other current assets 57 8t
Total current assets 1,08: 1,10¢
Property
Land 25 25
Buildings and improvements 771 79C
Machinery and equipment 1,164 1,09t
Construction in progress 11¢€ 93
2,07¢ 2,00¢
Accumulated depreciation 1,23¢ 1,18¢
Property, net 83¢ 81¢
Trademarks and other identifiable intangibles, net 24C 121
Goodwill 452 34¢
Deferred income taxes 47 2C
Other noncurrent assets 47 21

$ 2,708 % 2,43¢




Liabilities and Equity

Accounts payable $ 36 3 29t
Accrued liabilities

Payroll and employee benefits 13t 11C
Advertising and promotion 11¢ 124
Other accrued liabilities 85 12¢
Current maturities of long-term debt 10E 19
Total current liabilities 80¢ 671
Long-term debt 83¢ 932
Pension obligation 11€ 11¢
Other liabilities 307 22¢
Contingencies and commitments (Note 14)

Equity

Hillshire Brands common stockholders' equity:
Common stock: (authorized $1,200,000,000 share®14tar value) Issued and outstanding -

123,755,082 shares in 2014 and 123,247,815 shag$xlB 1 1
Capital surplus 22¢ 20C
Retained earnings 607 477
Unearned stock of ESOP (50 (53
Accumulated other comprehensive (loss) (149 (241)
Total equity 637 484

$ 2,70¢ % 2,43¢

The accompanying Notes to Consolidated FinanceatkBtents are an integral part of these statements.
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EX99.]

CONSOLIDATED STATEMENTS OF EQUITY

Hillshire Brands Common Stockholders' Equity
Accumulated

Common Capital Retained Unearned Comgrtgr?(;nsive Noncontrolling
In millions Total Stock Surplus Earnings Stock Income (Loss) Interest
BALANCES AT JULY 2, 2011 1,89: 6 39 2,161 (77) (265) 29
Net income 84¢ — — 84t — — 3
Translation adjustments, net of tax of $(17) (23 — — — — (23 —
Net unrealized gain on qualifying cash flow hedges
net of tax of nil 2 — — — — 2 —
Pension/Postretirement activity, net of tax of $26 (21) — — — — (21) —
Dividends on common stock (13¢) — — (13¢) — — —
Dividends paid on noncontrolling interest/Other (2 — — — — — 2
Disposition of noncontrolling interest (29 — — — — — (29
Repurchase of noncontrolling interest (20 — 9 — — — Q)
Spin-off of International Coffee and Tea business  (2,40¢) — (5) (2,56€) — 163 —
Stock issuances -
Restricted stock 14 — 21 @ — — —
Stock option and benefit plans 94 — 94 — — — _
Reverse stock split — (5) 5 — — — —
ESOP tax benefit, redemptions and other 15 — (@)) — 16 — —
BALANCES AT JUNE 30, 2012 23t 1 144 29t (61) (144) —
Net income 252 — — 252 — — —
Translation adjustments, net of tax of $(6) (22) — — — — (21) =
Net unrealized loss on qualifying cash flow hedges,
of tax of $4 (8) — — — — (8) —
Pension/Postretirement activity, net of tax of $(14 26 — — — — 26 —
Dividends on common stock (61) — — (61) — — —
Spin-off of International Coffee and Tea business 3 — — 9 — 6 —
Stock issuances -
Restricted stock 3 — 3 — — — —
Stock option and benefit plans 52 —_ 52 —_ —_ —_ —_
ESOP tax benefit, redemptions and other 9 — 1 — 8 — —
BALANCES AT JUNE 29, 2013 484 1 20C 477 (53 (141) —
Net income 213 — — 213 — = =
Translation adjustments, net of tax of nil (1) — — — — D —
Net unrealized gain on qualifying cash flow hedges
net of tax of nil 1 = — — — 1 —
Pension/Postretirement activity, net of tax of $5 (8) — — — — (8) —
Dividends on common stock (87) — — (87) — — —
Spin-off of International Coffee and Tea 5 —_ —_ 5 —_ —_ —_
Stock issuances -
Restricted stock 1 — 1 — — — —
Stock option and benefit plans 57 — 57 — — — —
Share repurchases and retirements (30 — (30 — — — —
ESOP tax benefit, redemptions and other 2 — — @ 3 — —
BALANCES AT JUNE 28, 2014 $ 637 $ 1 $ 226 $ 607 $ (50 $ (149 $ —

The accompanying Notes to Consolidated FinancatkSBtents are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

In millions
Operating Activities
Net income

Adjustments to reconcile net income to net casimfoperating activities

Depreciation

Amortization

Impairment charges

Net gain on business dispositions

Increase (decrease) in deferred income taxes
Pension contributions, net of income/expense
Refundable tax on Senseo payments

Debt extinguishment costs

Other

Change in current assets and liabilities, net sfrfimsses acquired and sold

Trade accounts receivable

Inventories

Other current assets

Accounts payable

Accrued liabilities

Income taxes

Net cash from operating activities

Investing Activities

Purchases of property and equipment

Purchases of software and other intangibles
Acquisitions of businesses

Dispositions of businesses and investments
Insurance proceeds

Proceeds from note receivable

Cash balance of International Coffee and Tea basiaespin-off
Cash received from derivative transactions

Cash used to invest in short-term investments

Cash received from maturing short-term investments
Sales of assets

Net cash used in investing activities

Financing Activities

Issuances of common stock

Purchases of common stock

Borrowings of other debt

Repayments of other debt and derivatives

Net change in financing with less than 90-day mitdsr
Stock compensation income tax benefits

Purchase of non-controlling interest

Payments of dividends

Net cash used in financing activities

Effect of changes in foreign exchange rates on cash
Increase (decrease) in cash and equivalents

Add: Cash balance of discontinued operations ahbety of year
Less: Cash balance of discontinued operationschbeyear
Cash and equivalents at beginning of year

Cash and equivalents at end of year

June 28, 2014

June 29, 2013

EX99.]

June 30, 2012

212 252 84¢
131 14¢ 26€
24 18 46
_ 1 42¢
— (75) (772)
(55) 44 (400)
(10) (14) (226)
— — (43)
— — 39
(44 (12) (70
) 19 66
(13) (39) 34
(24) 30 (30)
44 (52) 29
(16) (89) 94
10 20 (60)
251 252 24¢
(140) (138) (314)
(13 (%) (18¢)
(200) — (30)
— 96 2,03¢
50 — —
55 — —
— — (2,069
3 — 31
(354) — —
262 — —
1 3 8
(335) (41) (521)
37 47 84
(30 = =
— — 851
(20) (46) (1,819
— — (204)
13 — 15
— — (10
(80) (46) (271
(80) (45) (1,346)
= (2) (219
(164) 168 (1,83)
— — 1,99:
40¢ 23t 74
23€ 40C 23t




Supplemental Cash Flow Data

Cash paid for restructuring charges $ 70 % 10z % 512
Cash contributions to pension plans $ 9 $ 8 213
Cash paid for income taxes $ 101 % 15 3 20¢

The accompanying Notes to Consolidated FinancatkBtents are an integral part of these statements.
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EX 99.1
Note 1 - Nature of Operations and Basis of Preserttan
Nature of Operations

The Hillshire Brands Company (corporation, companidillshire Brands) is a U.S.-based company thisarily focuses on manufacturing
and marketing branded convenient foods. The compamincipal product lines are branded packaged preaucts and frozen bakery
products. Sales are made in both the retail chatmelpermarkets, warehouse clubs and nation&ighend the foodservice channel.

The relative importance of each of the company&n®ss segments over the past three years, asmeégusales and operating segment
income, is presented in Note 19 - Business Segméarmation, of these financial statements.

Basis of Presentation

The Consolidated Financial Statements include tceunts of the company and all subsidiaries wherdawe a controlling financial interest.
The consolidated financial statements include to@ants of a variable interest entity (VIE) for whithe company is deemed the primary
beneficiary. The results of companies acquiredigpased of during the year are included in the olidated financial statements from the
effective date of acquisition, or up to the datelisposal. Intercompany balances and transactians been eliminated in consolidation.

The fiscal year ends on the Saturday closest te 30nFiscal 2014, 2013 and 2012 were 52-week ydaess otherwise stated, references to
years relate to fiscal yeal

Certain 2013 and 2012 amounts have been reclaksifieonform to the 2014 presentation.
Discontinued Operations

The results of the Australian Bakery, InternatioGaffee and Tea, North American Foodservice Bewerggropean Bakery, North American
Fresh Bakery, North American Refrigerated Dougldl bwernational Household and Body Care businesses reported as discontinued
operations in the company's 2013 Annual ReportamFLO-K. The results of operations of these bissias through the date of disposition are
presented as discontinued operations in the Cataeli Statements of Income for all periods preseiftgor to disposition, the assets and
liabilities of discontinued operations are aggredaind reported on separate lines of the Consetiddalance Sheets.

Note 2 - Summary of Significant Accounting Policies
The Consolidated Financial Statements have begrapgd in accordance with generally accepted acowyptinciples in the U.S. (GAAP).

The preparation of the Consolidated Financial &tatgs in conformity with GAAP requires managementiake use of estimates and
assumptions that affect the reported amount otsassel liabilities, revenues and expenses andicdiancial statement disclosures.
Significant estimates in these Consolidated Firarigiatements include allowances for doubtful ant®teceivable, net realizable value of
inventories, sales incentives, useful lives of proypand identifiable intangible assets, the evdueof the recoverability of property,
identifiable intangible assets and goodwill, seltirance reserves, income tax and valuation resehe valuation of assets and liabilities
acquired in business combinations, assumptionsingbe determination of the funded status and ahexpense of pension and postretiren
employee benefit plans, and the volatility, expediees and forfeiture rates for stock compensaiti@truments granted to employees. Actual
results could differ from these estimates.

Reacquired Shares
The company is incorporated in the State of Maryland under the laws of that state shares of its stack that are acquired by the company
constitute authorized but unissued shares. Theofake acquisition by the company of shares obits stock in excess of the aggregate par

value of the shares first reduces capital surptuthe extent available, with any residual costli@pgpagainst retained earnings.
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EX 99.1
Sales Recognition and I ncentives

The company recognizes sales when they are realizeghlizable and earned. The company consideenite realized or realizable and ear
when persuasive evidence of an arrangement edadisery of products has occurred, the sales mi@rged is fixed or determinable, and
collectability is reasonably assured. For the camgpthis generally means that we recognize saleswitie to and risk of loss of our products
pass to our resellers or other customers. In pdatictitle usually transfers upon receipt of ouwquct at our customers' locations, or upon
shipment, as determined by the specific sales tefrtige transactions.

Sales are recognized as the net amount to be estafter deducting estimated amounts for salesitivess, trade allowances and product
returns. The company estimates trade allowancepmuict returns based on historical results takitg consideration the customer,
transaction and specifics of each arrangementc@hgany provides a variety of sales incentivegselters and consumers of its products,
the policies regarding the recognition and disthese incentives within the Consolidated Statgsief Income are as follows:

Discounts, Coupons and RebaThe cost of these incentives is recognized atdter bf the date at which the related sale is neizeg or the
date at which the incentive is offered. The cogheke incentives is estimated using a numberobdifs, including historical utilization and
redemption rates. Substantially all cash incentofdhis type are included in the determinatiomef sales. Incentives offered in the form of
free product are included in the determinationastof sales.

Slotting Fee<Certain retailers require the payment of slottiegsfin order to obtain space for the company'syatsn the retailer's store
shelves. These amounts are included in the detatimimof net sales when a liability to the retaitecreated.

Volume-Based Incentiv@$ese incentives typically involve rebates or refinf a specified amount of cash only if the resakaches a
specified level of sales. Under incentive prograhis nature, the company estimates the incermnceallocates a portion of the incentive to
reduce each underlying sales transaction with tiseooer.

Cooperative Advertising/nder these arrangements, the company agreesribuese the reseller for a portion of the costsiirezliby the

reseller to advertise and promote certain of thepany's products. The company recognizes the ¢astoperative advertising programs in the
period in which the advertising and promotionahaigt first takes place. The costs of these inogggiare generally included in the
determination of net sales.

Fixtures and RackStore fixtures and racks are given to retailedisplay certain of the company's products. Thescosthese fixtures and
racks are recognized as expense in the periodichvthey are delivered to the retailer.

Advertising Expense

Advertising costs, which include the developmerd production of advertising materials and the comitation of this material through
various forms of media, are expensed in the pahiedadvertising first takes place. Advertising engeis recognized in Selling, general and
administrative expenses in the Consolidated States# Income. Total media advertising expenseémtinuing operations was $104 million
in 2014, $113 million in 2013 and $86 million in22AN

Cash and Equivalents

All highly liquid investments purchased with a nritiuof three months or less at the time of pureha®e considered to be cash equivalents.
Accounts Receivable Valuation

Accounts receivable are stated at their net rdalkzaalue. The allowance for doubtful accountseti the company's best estimate of probabl
losses inherent in the receivables portfolio deteech on the basis of historical experience, speeifowances for known troubled accounts
other currently available information.

Shipping and Handling Costs

Shipping and handling costs are $250 million in£2d249 million in 2013 and $258 million in 2012h&Be costs are recognized in Selling,
general and administrative expenses in the CoratelidStatements of Income.
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EX 99.1
I nventory Valuation

Inventories are stated at the lower of cost or rtaiRost is determined by the first-in, first-obEtKO) method. Rebates, discounts and other
cash consideration received from a vendor relatéavientory purchases are reflected as a reduttitme cost of the related inventory item,
and are therefore, reflected in cost of sales whemelated inventory item is sold.

Recognition and Reporting of Planned Business Dispositions

When a decision to dispose of a business compdmnemde, it is necessary to determine how the tewull be presented within the financial
statements and whether the net assets of thatdsssame recoverable. The following summarizesitiméfieant accounting policies and
judgments associated with a decision to disposelafsiness

Discontinued OperationA discontinued operation is a business componextrtieets several criteria. First, it must be pdssibclearly
distinguish the operations and cash flows of themmnent from other portions of the business. Seciredoperations need to have been sold,
spun-off or classified as held for sale. Finallfgeathe disposal, the cash flows of the componaundt be eliminated from continuing operation:s
and the company may not have any significant caimininvolvement in the business. Significant juégs are involved in determining
whether a business component meets the criteridisoontinued operation reporting and the periodfich these criteria are met. The results
for a business to be spun-off do not meet ther@ifer discontinued operations reporting until dwmpletion of the spin-off.

If a business component is reported as a discadioperation, the results of operations throughitiie of sale are presented on a separate li
of the income statement. Interest on corporatd [defet is not allocated to discontinued operati@us; gain or loss recognized upon the
disposition of a discontinued operation is alscoregd on a separate line of the income statemeiot. 18 disposition, the assets and liabilities
of discontinued operations are aggregated andtexpon separate lines of the balance sheet.

Gains and losses related to the sale of busingspartents that do not meet the discontinued operatiteria are reported in continuing
operations and separately disclosed, if significant

Businesses Held for Seln order for a business to be classified as halddte, several criteria must be achieved. Thassrierinclude, among
others, an active program to market the busineddomate a buyer, as well as the probable disposdf the business within one year. Upon
being classified as held for sale, the recoverglnli the carrying value of a business must bessgsk Evaluating the recoverability of the
assets of a business classified as held for stdevba defined order in which property and intdolgiassets subject to amortization are
considered only after the recoverability of goodwiltangible assets not subject to amortizatiod etiner assets are assessed. After the
valuation process is completed, the held for sakress is reported at the lower of its carryinigear fair value less cost to sell and no
additional depreciation expense is recognizededltd property. The carrying value of a held fde $ausiness includes the portion of the
cumulative translation adjustment related to therafion. Once a business is classified as helddla, all of its historical balance sheet
information is included in assets and liabilitiedchfor sale in the balance sheet.

Businesses Held for Uif a decision to dispose of a business is madetlantield for sale criteria are not met, the busingesonsidered held
for use and its assets are evaluated for recovityahithe following order: assets other than gedt] property and intangibles subject to
amortization; and finally, goodwill. In evaluatinige recoverability of property and intangible assetbject to amortization, in a held for use
business, the carrying value of the businessssdwmpared to the sum of the undiscounted casls fexpected to result from the use and
eventual disposition of the operation. If the carmgyvalue exceeds the undiscounted expected cawi,fthen an impairment is recognized to
the extent the carrying value of the business alsés fair value.

There are inherent judgments and estimates usgeténmining future cash flows and it is possibk tdditional impairment charges may
occur in future periods. In addition, the sale @fuginess can result in the recognition of a gaioss that differs from that anticipated prior to
the closing date.
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EX 99.1
Property

Property is stated at historical cost and depriecias computed using the straight-line method dlierlives of the assets. Machinery and
equipment are depreciated over periods ranging 8am25 years and buildings and building improvete@ver periods of up to 40 years.
Additions and improvements that substantially edtre useful life of a particular asset and intecests incurred during the construction
period of major properties are capitalized. Leakkloprovements are capitalized and amortized tveshorter of the remaining lease term o
remaining economic useful life. As of June 28, 2ahé company had $27 million in capital expenditwithin accounts payable. Repairs anc
maintenance costs are charged to expense. Upaalther disposition of property, the cost and eslatccumulated depreciation are removed
from the accounts. Interest expense is capitaliaedapital projects over $1 million that are impess for more than three months. Capitalizec
interest was $3 million in 2014, $2 million in 20&8d $5 million in 2012.

Property is tested for recoverability whenever és@n changes in circumstances indicate that ityice value may not be recoverable. Such
events include significant adverse changes in tistnless climate, current period operating or chsh bsses, forecasted continuing losses or
current expectation that an asset group will bpafied of before the end of its useful life or spfinRecoverability of property is evaluated by
a comparison of the carrying amount of an assasset group to future net undiscounted cash floysated to be generated by the asset or
asset group. If the carrying amount exceeds thmatdd future undiscounted cash flows then an éssett recoverable. The impairment loss
recognized is the amount by which the carrying amofithe asset exceeds the estimated fair value.

Assets that are to be disposed of by sale are nezegyin the financial statements at the lowerasfying amount or fair value, less cost to sell,
and are not depreciated after being classifiecelsfor sale. In order for an asset to be clagkifie held for sale, the asset must be actively
marketed, be available for immediate sale and wergdin other specified criteria.

Trademarks and Other I dentifiable I ntangible Assets

The primary identifiable intangible assets of tbenpany are trademarks and customer relationshipsired in business combinations and
computer software. The company capitalizes direstscof materials and services used in the devetapand purchase of internal-use
software. Identifiable intangibles with finite ligere amortized and those with indefinite livesraseamortized. The estimated useful life of a
finite-lived identifiable intangible asset is basggzbn a number of factors, including the effectd@fand, competition, expected changes in
distribution channels and the level of maintenagqeenditures required to obtain future cash flows.

Identifiable intangible assets that are subjeetnmrtization are evaluated for impairment usingacess similar to that used in evaluating the
recoverability of property, plant and equipmenentfiable intangible assets not subject to amatitin are assessed for impairment at least
annually and as triggering events may occur. Thmirment test for identifiable intangible assetssubject to amortization consists of a
comparison of the fair value of the intangible asg#h its carrying amount. An impairment loss ésognized for the amount by which the
carrying value exceeds the fair value of the assehaking this assessment, management reliesnoméer of factors to discount estimated
future cash flows including operating results, bass plans and present value techniques. Ratesaidisdount cash flows are dependent upo
interest rates and the cost of capital at a paititiie. There are inherent assumptions and judgwenuired in the analysis of intangible asset
impairment. It is possible that assumptions undeglyhe impairment analysis will change in suchanmer that impairment in value may occul
in the future.

Goodwill

Goodwill is the difference between the purchasegand the fair value of the assets acquired abdities assumed in a business combinatior
When a business combination is completed, the @aasqtiired and liabilities assumed are assign#teteeporting unit or units of the company
given responsibility for managing, controlling ageherating returns on these assets and liabilReporting units are business components at
or one level below the operating segment levelfoich discrete financial information is availabledareviewed by segment management. In
many instances, all of the acquired assets anilitie® are assigned to a single reporting unit enthese cases all of the goodwill is assigne
the same reporting unit. In those situations inclwtihe acquired assets and liabilities are allataienore than one reporting unit, the goodwill
to be assigned to each reporting unit is determim@dmanner similar to how the amount of goodveiognized in the business combination is
determined.
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Goodwill is not amortized; however, it is assesedmpairment at least annually and as triggegrgnts may occur. The company performs
its annual review for impairment in the fourth gearof each fiscal year. The company uses accayistandards regarding goodwill
impairment reviews that permit an entity to firssass qualitative factors to determine whethearntare likely than not that the fair value of a
reporting unit is less than its carrying amounadmsis for determining whether it is necessapetform the two-step goodwill impairment
test. The more-likely-than-not threshold is defimasdhaving a likelihood of more than 50%. Soméheffactors considered in the qualitative
assessment process were the overall financial ppeafoce of the business including current and explecash flows, revenues and earnings;
changes in macroeconomic or industry conditionanges in cost factors such as raw materials amu;labd changes in management, strateg
or customers. If, after assessing the totalityvafnés or circumstances, an entity determines thgtiot more likely than not that the fair valg
less than the carrying amount, then the two-stepgss of impairment testing is unnecessary.

However, if the qualitative assessment discussedelndicates that there may be a possible impaitrien the first step of the goodwill
impairment test is required to be performed. Th&t Btep involves a comparison of the fair valua o&éporting unit with its carrying value. If
the carrying value of the reporting unit exceedddir value, the second step of the process isssacy and involves a comparison of the
implied fair value and the carrying value of thedwill of that reporting unit. If the carrying vadwf the goodwill of a reporting unit exceeds
the implied fair value of that goodwill, an impaiemt loss is recognized in an amount equal to tlee s

In evaluating the recoverability of goodwill, itiecessary to estimate the fair values of the tejgpunits. In making this assessment,
management relies on a number of factors to didcanticipated future cash flows, including opergtiesults, business plans and present valt
techniques. The fair value of reporting units ineated based on a discounted cash flow model.dideunted cash flow model uses
management's business plans and projections dssiefor expected future cash flows for the finsee years and a residual growth rate
thereafter. Management believes the assumptiorisfas¢he impairment test are consistent with thatiezed by a market participant
performing similar valuations for our reporting tmiA separate discount rate derived from publistedces was utilized for each reporting
unit. Rates used to discount cash flows are depengb®n interest rates, market-based risk premindntlae cost of capital at a point in time.
Because some of the inherent assumptions and ¢stimsed in determining the fair value of thesentimy units are outside the control of
management, including interest rates, market-beskgremium, the cost of capital, and tax ratésnges in these underlying assumptions an
our credit rating can also adversely impact therass units' fair values. The amount of any impaintis dependent on these factors, which
cannot be predicted with certainty.

Exit and Disposal Activities

Exit and disposal activities primarily consist @frious actions to sever employees, exit certaitraotual obligations and dispose of certain
assets. Charges are recognized for these actidhe jperiod in which the liability is incurred. Adjtments to previously recorded charges
resulting from a change in estimated liability szeognized in the period in which the change isttified. Our methodology used to record
these charges is described below.

Severanc&everance actions initiated by the company arergiypeovered under previously communicated bersfiatngements, which
provides for termination benefits in the event waemployee is involuntarily terminated. Liabdiiare recorded under these arrangements
when it is probable that employees will be entitiedenefits and the amount can be reasonably a&stinThis generally occurs when
management with the appropriate level of auth@figroves an action to terminate employees who beagr identified and targeted for
termination within one year.

Noncancelable Lease and Contractual ObligatiLiabilities are incurred for noncancelable leasé ather contractual obligations when the
company terminates the contract in accordance euititract terms or when the company ceases usinggtiteconveyed by the contract or e
the leased space. The charge for these itemsasntieted based on the fair value of remaining leastals reduced by the fair value of
estimated sublease rentals that could reasonaliptaéned for the property, estimated using an ebgquepresent value technique.

OtherFor other costs associated with exit and dispagaliies, a charge is recognized at its fair valuéhe period in which the liability is
incurred, estimated using an expected present vatlmique, generally when the services are reddere

Stock-Based Compensation

The company recognizes the cost of employee servemeived in exchange for awards of equity insemt® over the vesting period based t
the grant date fair value of those awards.
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EX 99.1
Income Taxes

The company's tax rate from period to period is@#d by many factors. The most significant of éhietors includes changes in tax
legislation, the tax characteristics of the compaimcome, the timing and recognition of goodwitigairments and acquisitions and
dispositions. In addition, the company's tax refuare routinely audited and finalization of isstagsed in these audits sometimes affects th
provision. It is reasonably possible that tax liedgien in the jurisdictions in which the companyeddusiness may change in future periods.
While such changes cannot be predicted, if theympthe impact on the company's tax assets andattiins will need to be measured and
recognized in the financial statements.

Deferred taxes are recognized for the future téeces of temporary differences between financia scome tax reporting using tax rates for
the years in which the differences are expecteduerse. The company continually assesses theesuility of these deferred tax amounts
and, where appropriate, provides a reserve for atsdhat appear to be more likely than not unreable. Federal income taxes are provided
on that portion of the income of foreign subsidiarthat are expected to be remitted to the U.Sbaridxable. There is not a significant amoun
of income generated outside of the U.S.

The management of the company periodically estiste probable tax obligations of the company ukistprical experience in tax
jurisdictions and informed judgments in accordawid GAAP. For a tax benefit to be recognized,»xagasition must be mo-likely-than-not
to be sustained upon examination by the taxingaaityh The company adjusts these reserves in bflehanging facts and circumstances;
however, due to the complexity of some of thesgasibns, the ultimate payment may be materiallfed#t from the estimated recorded
amounts. Any adjustment to a tax reserve impaetedimpany's tax expense in the period in whiclatjestment is made.

Defined Benefit, Postretirement and Life-Insurance Plans

The company recognizes the funded status of defieadion and postretirement plans in the Conse@litiBalance Sheet. The funded status is
measured as the difference between the fair magdee of the plan assets and the benefit obligalible company measures its plan assets ar
liabilities as of its fiscal year end. For a defifgenefit pension plan, the benefit obligatiorhis projected benefit obligation; for any other
defined benefit postretirement plan, such as seeetiealth care plan, the benefit obligation isab@umulated postretirement benefit obligation
Any overfunded status is recognized as an asseamndnderfunded status is recognized as a lipbfliy transitional asset/(liability), prior
service cost (credit) or actuarial (gain)/loss tha$ not yet been recognized as a component @eniedic cost is recognized in the accumuli
other comprehensive income section of the Condeliti&tatements of Equity, net of tax. Accumulatdeocomprehensive income will be
adjusted as these amounts are subsequently reedgasza component of net periodic benefit costigture periods.
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Financial Instruments

The company uses financial instruments, includiptioms and futures to manage its exposures to memtstin commodity prices. The use of
these financial instruments modifies the expostitbase risks with the intent to reduce the riskast to the company. The company does no
use derivatives for trading purposes and is naréyfo leveraged derivatives.

The company uses either hedge accounting or mamkattet accounting for its derivative instrumetdader hedge accounting, the company
formally documents its hedge relationships, inadgddentification of the hedging instruments anel iedged items, as well as its risk
management objectives and strategies for undegdkimhedge transaction. This process includemlinéterivatives that are designated as
hedges of specific assets, liabilities, firm commants or forecasted transactions. The companyfaistlly assesses, both at inception and at
least quarterly thereafter, whether the derivatihas are used in hedging transactions are higfdgtve in offsetting changes in either the fair
value or cash flows of the hedged item. If it isetlmined that a derivative ceases to be a higlibcabe hedge, or if the anticipated transaction
is no longer likely to occur, the company disconéia hedge accounting and any deferred gains ad@ss recorded in the Consolidated
Statements of Income. Derivatives are recordedénonsolidated Balance Sheets at fair value ieraibsets and other liabilities In accord:
with generally accepted accounting principles, fisab certain derivative asset and liability baksicas well as certain amounts representing
rights to reclaim cash collateral and obligatiomseturn cash collateral, where master nettingeagesnts provide for legal right of setoff. For
more information about accounting for derivatives $lote 15 - Financial Instruments.

Self-1nsurance Reserves

The company purchases third-party insurance fokerst compensation, automobile and product andrgklebility claims that exceed a
certain level. The company is responsible for tagnpent of claims under these insured limits. Théiscounted obligation associated with
these claims is accrued based on estimates obtioractonsulting actuaries. Historical loss devebent factors are utilized to project the
future development of incurred losses, and thesauats are adjusted based upon actual claim experi@nd settlements. Accrued reserves,
excluding any amounts covered by insurance, weren§iftion as of June 28, 2014 and $32 million aswafe 29, 2013.

Business Acquisitions

With respect to business acquisitions, the comjsngquired to recognize and measure the idenkfiabsets acquired, liabilities assumed,
contractual contingencies, contingent consideradimh any noncontrolling interest in an acquiredress at fair value on the acquisition date.
In addition, the accounting guidance also requésgeensing acquisition costs when incurred, recaggizestructuring costs in periods
subsequent to the acquisition date and recordiggdjustments to deferred tax asset valuation allm&s and acquired uncertain tax position:
after the measurement period in income tax expense.

Foreign Currency Trandation

Foreign currency denominated assets and liabilitiedranslated into U.S. dollars at exchange matisting at the respective balance sheet
dates. Translation adjustments resulting from €@latibns in exchange rates are recorded as a segaraponent of other comprehensive
income within common stockholders' equity. The camptranslates the results of operations of itsifpr subsidiaries at the average exchang
rates during the respective periods. Gains an@osssulting from foreign currency transactions,dmounts of which are not material, are
included in Selling, general and administrativeenge in the Consolidated Statements of Income.
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EX 99.1
Note 3 - Intangible Assets and Goodwiill
I ntangible Assets

The primary components of the intangible assetsrted in continuing operations and the related déizaiion expense are as follows:

Accumulated

In millions Gross Value Amortization Net Book Value
2014
Intangible assets subject to amortization
Trademarks and brand names $ 87 $ 5 % 82
Customer relationships 131 49 82
Computer software 14z 123 2C
Other contractual agreements 13 1 12
$ 374 ¢ 17¢ 19¢€
Trademarks and brand names not subject to amaotizat 44
Net book value of intangible assets $ 24C
2013
Intangible assets subject to amortization
Trademarks and brand names 31 4 27
Customer relationships 72 46 26
Computer software 13z 112 21
Other contractual agreements 3 — 3
$ 23¢  $ 162 77
Trademarks and brand names not subject to amaotizat 44
Net book value of intangible assets $ 121

The company made two acquisitions during 2014 tthéw broaden its product offerings and to fadiditaxtension into additional categories.
On September 6, 2013, the Retail segment acqud®lof the common stock of Formosa Meat Compargy,(l'Golden Island”) for $35
million. On May 15, 2014, the Retail segment aceiit00% of the capital stock of Healthy Frozen Fdnd. (“Van's”)for approximately $16
million, net of cash acquired. As a result of tiegusitions, the company recognized a total of $itllon of goodwill and $125 million of
brand names, customer relationships, and othergitikes.

The year-over-year change in the value of tradesankl brand names and customer relationshipsnegly due to the acquisitions of Golden
Island and Van's and the impact of amortizatiorirduthe year. The amortization expense reportetinuing operations for intangible ast
subject to amortization was $19 million in 20147 $tillion in 2013 and $21 million in 2012. The @s#ted amortization expense for the next
five years, assuming no change in the estimatefdlusess of identifiable intangible assets or cgas in foreign exchange rates, is as follows:
$22 million in 2015, $14 million in 2016, $14 mdh in 2017, $14 million in 2018 and $11 million2019. At June 28, 2014, the weighted
average remaining useful life for trademarks ig/&8rs; customer relationships is 17 years; compatitware is 2 years; and other contractual
agreements is 9 years.

15




EX 99.1
Goodwill

The goodwill reported in continuing operations assed with each business segment and the chamglesse amounts during 2014 and 2013
are as follows:

In millions Retail Foodservice/Othet Total

Net Book Value at June 30, 2012

Gross goodwill $ 13¢ % 591 % 73C
Accumulated impairment losses — (382 (382
Net goodwill 13¢ 20¢ 34¢€
Net Book Value at June 29, 2013

Gross goodwill 13¢ 591 73C
Accumulated impairment losses — (382) (382
Net goodwill 13¢ 20¢ 34¢
Acquisitions 104 — 104
Net Book Value at June 28, 2014

Gross goodwill 242 591 834
Accumulated impairment losses — (382 (382
Net goodwill $ 24: % 20 % 452

Note 4 - Impairment Charges

The company recognized impairment charges in 20832812 and the significant impairments are rejloateImpairment charges in the
Consolidated Statements of Income. The impacteddicharges is summarized in the following table:

In millions Pretax Impairment Charge
2013

Retail $ 1
2012

General corporate expenses $ 14

No impairment charges were recognized in 2(

The company currently tests goodwill and intang#ssets not subject to amortization for impairmenihe fourth quarter of its fiscal year and
whenever a significant event occurs or circumstamt@nge that would more likely than not reducedirevalue of these intangible assets.
Other long-lived assets are tested for recovetghilnenever events or changes in circumstancesdtelihat its carrying value may not be
recoverable. The following is a discussion of emepairment charge:

2013

Retail PropertyThe company recognized a $1 million impairment ghaelated to machinery and equipment within th@iReegment, which
was determined to no longer have any future usadygompany.

2012

Capitalized Computer Softwaldhe company recognized a $14 million impairmentghaelated to the write-down of capitalized coneput
software, which was determined to no longer hawefature use by the company. These charges weognezed as part of general corporate
expenses.
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EX 99.1
Note 5 - Discontinued Operations

The results of the fresh bakery, refrigerated doagth foodservice beverage operations in North Acaeaind the international coffee and tea,
household and body care, European bakery and Aiastizakery businesses are classified as discadioperations and are presented as
discontinued operations in the Consolidated Statésnaf Income for all periods presented. The asmsddiabilities for these businesses me
accounting criteria to be classified as held fde sead have been aggregated and reported on aagefine of the Consolidated Balance Sheet
prior to disposition.

North American Operations

North American Fresh BakeOn October 21, 2011, the company announced anragreevith Grupo Bimbo that allowed the parties to
complete the previously announced sale of its NArtterican Fresh Bakery business for a purchase pifi¢709 million. The sale also
included a small portion of business that was pftthe North American Foodservice/Other segmentivig not reflected as discontinued
operations as it did not meet the definition obanponent pursuant to the accounting rules. Thes#ér@ion closed on November 4, 2011 and
Hillshire Brands received $717 million, which indd working capital and other purchase price adjeats. The company entered into a
customary transition services agreement with thretmser of this business to provide for the ordeelyaration of the business and transition ¢
various administrative functions and processes lwaialed in the fourth quarter of 2013.

The buyer of the North American Fresh Bakery bussressumed all the pension and postretirement aidi@ibilities associated with these
businesses, including any muttmployer pension liabilities. An actuarial analysigler ERISA guidelines was performed to deterrttieefinal
plan assets that should be transferred to supp@pension liabilities assumed by the buyer. Taedfer of the benefit plan liabilities to the
buyer resulted in the recognition of a $36 milleettlement loss related to the defined benefitipardans and a $71 million settlement gain
and a $44 million curtailment gain related to tlostpetirement benefit plans. These amounts have ibekided in the gain on disposition of
this business.

North American Foodservice BevereéOn October 24, 2011, the company announced thatlitentered into an agreement to sell the majority
of its North American Foodservice Beverage openatim the J.M. Smucker Company (Smuckers) for $8H@on. The transaction closed on
December 31, 2011, resulting in the recognitioa pfetax gain of $222 million in the second quanfe2012. The company received $376
million of proceeds, which included a working cap&djustment. The company entered into a customnangition services agreement with
Smuckers to provide for the orderly separatiorhefliusiness and the transition of various admatist functions and processes which ended
in the fourth quarter of 2012. The company alseet into a 10 year partnership to collaboratdaunid coffee innovation that will pay the
company approximately $50 million plus growth-reftoyalties over the 10 year period. While thimagement provided a continuation of
cash flows subsequent to the divestiture, it didrapresent significant continuing cash flows gn#icant continuing involvement that would
have precluded classification of the North Ameri€modservice Beverage component as a discontinpehtion. This partnership agreement
was subsequently transferred to the internatioofiée and tea business as part of the spin-off.cBmepany performed an updated impairmen
analysis for the remaining assets for sale in thelNAmerican Foodservice Beverage component acufjrézed a pretax impairment charge
$6 million in 2012 which has been recognized indperating results for discontinued operations. ddrapany has also recognized exit-relates
costs for this business which is included in therafing results for discontinued operations.

North American Foodservice Refrigerated DolOn August 9, 2011, the company announced it haetegtinto an agreement to sell its North
American Foodservice Refrigerated Dough busineg&atoorp for $545 million. The company received &Billion of proceeds, which
included working capital adjustments. The compamged into a customary transitional services agesg with the purchaser of this business
to provide for the orderly separation of the busnand the orderly transition of various functiansl processes which ended in the fourth
quarter of 2012.

I nternational Operations

Australian Bakenin February 2013, the company completed the sais éfustralian Bakery business. Using foreign enay exchange rates
on the date of the transaction, the company redatash proceeds of $85 million and reported am &dtegain on disposition of $42 million.
During the second quarter of 2014, the companyivedea tax refund of approximately AUD 2.0 milli¢gd1.9 million USD) related to
Australian Bakery discontinued operations, whictswecorded as results of discontinued operatiotiserConsolidated Statements of Income.
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International Coffee and TeOn June 28, 2012, the company's International €aifel Tea business was spun off into a new publigpany
called D.E MASTER BLENDERS 1753 N.V. (DEMB). Thepseation was effected as follows: a distributioratyfof the common stock of a
U.S. subsidiary that held all of the company'srimidional Coffee and Tea business (CoffeeCo) watentman exchange agent on behalf of the
company's shareholders of record. Immediately #fedistribution of CoffeeCo common stock, Coffeqiaid a $3.00 per share dividend,
which totaled $1.8 billion. After the payment oétHividend, CoffeeCo merged with a subsidiary oMEE As a result of the spin-off, the
historical results of the International Coffee dreh business have been reported as a discontipegdtion in the company's consolidated
financial statements. The company entered into stenaeparation agreement that provided for thertyrdeparation of the business and
transition of various administrative functions grdcesses and a separate tax sharing agreememrhyH2EMB agreed to indemnify the
company for certain tax liabilities that could rite$tom the spin-off and certain related transawsiolThe company does not have any significar
continuing involvement in the business and doesrpect any material direct cash inflows or outBomith this business.

European BakerDuring the first quarter of 2012, management detidedivest the Spanish bakery and French refrigdrdough businesses,
collectively referred to as European Bakery, raqgithat these businesses be tested for impairoreter the available for sale model. Base
an estimate of the anticipated proceeds for thesmbsses, the company recognized a pretax impatircharge of $379 million for the
European Bakery businesses in 2012. A tax berie$i8® million was recognized on these impairmergrgks. On October 10, 2011, the
company announced that it had signed an agreemeaetlithe Spanish bakery business to Grupo Bimb&115 million and closed the
transaction in the second quarter of 2012. In ltire quarter of 2012, the company also completeddibposition of its French refrigerated
dough business for €115 million. An $11 million fare gain was recognized in 2012 on the sale of twtSpanish bakery and French
refrigerated dough businesses.

Air Care Products Businedn July 2010, the company sold a majority of itsaire products business. However, certain op@&istiere
retained in Spain until production related to nancare businesses ceased at the facility. Thedfdlee Spanish facility closed in the third
quarter of 2012 and the company received $44 miltibproceeds and recognized a pretax loss orafken§ this facility of $10 million.

Shoe Care Business May 2011, the company completed the sale oftagrity of its shoe care businesses. Howeveraicedther shoe care
businesses were sold on a delayed basis. In 284 2pmpany closed on the sale of its shoe caradasin Malaysia, China and Indonesia anc
received $56 million of proceeds, which includedkiog capital adjustments.

Nor-Indian Insecticides Busine3fie company began selling portions of its Non-Indizsecticides business in December 2010. The coynpa
recognized a pretax gain of $255 million on sudpdsitions in 2012.
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Results of Discontinued Operations

The amounts in the tables below reflect the opegatesults of the businesses reported as disc@utioperations up through the date of
disposition, exclusive of any gains or losses eeldb the disposal of these discontinued operations

Pretax Income

In millions Net Sales (Loss) Income (Loss)
2014

Australian Bakery — 2 1
Total $ — % 2 3

2013

North American Fresh Bakery $ — 3 1 3 1
North American Foodservice Beverage — 3 2
International Coffee and Tea — — 6
European Bakery — — ©)]
International Household and Body Care — — 1
Australian Bakery 80 3 8
Total $ 8¢ $ 7 % 15
2012

North American Fresh Bakery $ 724 % 29 % 162
North American Refrigerated Dough 74 13 9
North American Foodservice Beverage 33C (15) 9
International Coffee and Tea 3,72¢ 224 662
European Bakery 262 (389) (35¢)
International Household and Body Care 111 (5) 2
Australian Bakery 13€ 2 ()
Total $ 5,36¢ $ (140) ¢ 463

In 2012, as a consequence of the sginthe company released approximately $623 mmiltid deferred tax liabilities on its balance shreddtec
to the repatriation of foreign earnings with a esponding reduction in the tax expense of the diswoed International Coffee and Tea
business.

Gain (Loss) on the Sale of Discontinued Operations

The gain (loss) on the sale of discontinued opematrecognized in 2013 and 2012 are summarizdtkifollowing tables. There was no gain
(loss) on the sale of discontinued operations neizegl during 2014.
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Pretax
Gain (Loss) on Tax After Tax

In millions Sale (Expense)/Benefi Gain (Loss)
2013

North American Fresh Bakery $ 10 % 4 3% 6
North American Foodservice Beverage 2 2 4
North American Refrigerated Dough — @® (€N}
Non-European Insecticides — 2 2
Australian Bakery 56 (14 42
Total $ 68 $ (a5 $ 53
2012

North American Fresh Bakery $ 94 $ (33 $ 61
North American Foodservice Beverage 222 (76) 14¢€
North American Refrigerated Dough 19¢ (15€) 42
European Bakery 11 (45) (39
Non-European Insecticides 24¢ (59) 19C
Air Care Products (20 Q) (11
Other Household and Body Care 8 3 11
Total $ 7720 $ (367) $ 40~

The gain on sale of discontinued operations irafi2013 represents the impact of a final purchame @djustment related to the North
American fresh bakery disposition and gain reldtetthe disposition of two manufacturing facilitiedated to the North American foodservice
beverage operations, the gain on sale of the Aligirbakery business as well as tax adjustmenpsiof year provision estimates related to
business dispositions.

In 2012, the $156 million tax expense recognizethensale of the North American Refrigerated Dobgkiness was impacted by the $254
million of goodwill that had no tax basis and thb3nillion of tax expense recognized on the saldhefEuropean Bakery businesses was
impacted by $140 million of cumulative translat@atjustments that had no tax basis.

Discontinued Operations Cash Flows

The company's discontinued operations impacteddkk flows of the company as follows:

In millions 2014 2013 2012
Discontinued operations impact on

Cash from operating activities $ 1 3 10 % 12z
Cash from (used in) investing activities — 86 (36¢)
Cash used in financing activities Q) (95) (1,530
Effect of changes in foreign exchange rates on cash — @ (21¢€)
Net cash impact of discontinued operations $ — 3 — 3 (1,999
Cash balance of discontinued operations

At start of period $ — 3 — 3 1,99:
At end of period — — —
Increase (decrease) in cash of discontinued opesati $ — 3 — 3 (1,997)

The cash used in financing activities in 2014, 2848 2012 primarily represents the net transferseh with the corporate office. The net
assets of the discontinued operations includes thielgash noted above as most of the cash of thaseesses, with the exception of the
International Coffee and Tea business, has beameegt as a corporate asset.

There were no assets held for sale or disposisasf dune 28, 2014 and June 29, 2013.
Note 6 - Exit, Disposal and Restructuring Activities
The company has incurred exit, disposition anduesiring charges for initiatives designed to imgrdts operational performance and reduce

cost. The nature of the costs incurred under thieses determine where they are classified in therftial statements. Our restructuring
activities are recorded in one of two areas:



1. Exit Activities, Asset and Business Disposifiations

These amounts primarily relate to:
» Employee termination co:
e Lease and contractual obligation exit ¢
e Gains or losses on the disposition of assets @t gssupings that do not qualify as discontinuedrapion:

On April 4, 2014, the company announced that it éidcontinue all production at its Florence, Alatmfacility by December 30, 2014. As a
result of the facility closure, the company expéotmcur cash charges of approximately $12.6 onilliThese costs include cash severance
charges of approximately $9.6 million, all of whichve been recognized within Net charges for etividies, asset and business dispositiol
the Consolidated Statements of Income as of Jun2®8!. Other cash closure costs of approximatglg #illion are expected to be incurred
prior to the end of 2016.

2. Costs Recognized in Selling, General and Adinatige Expenses

These amounts primarily relate to:
» Expenses associated with the installation of infitfam systems related to ongoing restructuringviets
e Consulting costs related to restructuring actig
» Costs associated with the renegotiation of @mtsrfor services with outside third-party vendasgart of the spin-off of the
International Coffee and Tea operations
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These costs are recognized in Selling, generahdnministrative expenses in the Consolidated Stattswod Income as they do not qualify for
treatment as an exit activity or asset and busidisg®sition pursuant to the accounting rules far &d disposal activities. However,
management believes that the disclosure of themmeh provides the reader with greater transparenitye total cost of the initiatives.

The following is a summary of the expenses assediaith all exit, disposal and ongoing restructgractions, as well as where the costs are
reflected in the Consolidated Statements of Income:

In millions 2014 2013 2012

Exit and business dispositions $ 14 9 81
Selling, general and administrative expenses 44 39 11t
Decrease in income from continuing operations leefiacome taxes $ 58§ 48 3 19¢€
The impact of these actions on the company's bssisegments and unallocated corporate expensgmisaized as follows:

In millions 2014 2013 2012
Retail $ 9 (@) 14
Foodservice/Other 2 2 4
Expense (income) in operating segments 11 3 18
General corporate expenses 47 51 17¢
Total $ 58 % 48 $ 19€

The following table summarizes the activity dur@l4 related to exit, disposal and restructuritgtee actions and the status of the related
accruals as of June 28, 2014. The accrued amoemigming represent the estimated cash expendit@@sssary to satisfy remaining
obligations. The majority of the cash paymentsatiis§y the accrued costs are expected to be pdfteinext 12 months.

Employee
termination Non-cancellable

and other IT and other leases/ contractua
In millions benefits costs obligations Total
Accrued costs as of June 29, 2013 $ 10 $ 5 % 23 $ 38
Exit, disposal, and other costs (income) recognigthg 2014 13 44 1 58
Cash payments 9 (42 (19 (70
Noncash charges — 1) — 1)
Accrued costs as of June 28, 2014 $ 14 $ 6 $ 5 $ 25

Note 7 - Common Stock

On June 28, 2012, the company effected a 1-fomérse stock split of Hillshire Brands common sto&k.a result, every five shares of Sara
Lee Corporation common stock were converted insirare of Hillshire Brands common stock. Any reffiee to the number of shares
outstanding or any per share amounts has beenedijiosreflect the impact of this reverse stoclitspl

Changes in outstanding shares of common stockéopast three years were:

Shares in thousands
Beginning balances

Stock issuances

Stock option and benefit plans
Restricted stock plans
Reacquired shares

Other

Ending balances

2014 2013 2012
123,24 120,64 117,42
1,37¢ 2,43¢ 1,10¢

37 155 2,11¢

(939) — _

24 13 1
123,75! 123,244 120,64
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Common stock dividends and dividend-per-share atsadeclared on outstanding shares of common steck:w
2014 2013 2012

$ 86 $ 61 $ 137
$ 0.7¢C % 05C % 1.1¢

In millions except per share data
Common stock dividends declared
Dividends per share amount declared

During 2014, the company repurchased 0.9 millicareb at a cost of $30 million under an existingeshapurchase program which authorized
the company to repurchase $1.2 billion of commonlst

As of June 28, 2014, the remaining amount authdri@aerepurchase is $1.2 billion of common stockleman existing share repurchase
program, plus 2.7 million shares of common sto@k tkmain authorized for repurchase under the caypa@rior share repurchase program.
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Note 8 - Accumulated Other Comprehensive Income

The components of accumulated other comprehensigarie are:

Net Unrealized

Gain (Loss) on Pension/

Translation Qualifying Cash Postretirement
In millions Adjustments Flow Hedges Activity Total
Balance at July 2, 2011 21¢ 6 (490 (265)
Other comprehensive income (loss) before
reclassifications — 5 (113 (206
Amounts reclassified from accumulated other
comprehensive income
Prior-service cost — — 11  (b) 11
Net actuarial gain — — 15 (b) (15
Pension plan curtailments/settlements — — 38 (b) 38
Gain realized from derivatives — Q) (@ — Q)
Business dispositions 127 () — — 127
Other comprehensive income (loss) activity (139%) ) 30  (b) (205
Tax expense (benefit) @7 (c) — (o) 26 () 9
Net current-period other comprehensive income )loss (23 2 (22) (42
Spin-off of International Coffee and Tea business (2180 (e) — 345 162
Balance at June 30, 2012 16 (16€) (1449
Other comprehensive income before reclassifications — 41 47
Amounts reclassified from accumulated other
comprehensive income
Prior-service benefit — — @8 (b) 8)
Net actuarial loss — — 5 (b) 5
Pension plan curtailments/settlements — — 2 (b 2
Gain realized from derivatives — 18 (@ — (18
Business dispositions (A5 () — — (15)
Tax expense (benefit) (6 (¢ 4  (c) 14) (c) (16)
Net current-period other comprehensive income )loss (22) 8) 26 (©)
Spin-off of International Coffee and Tea business 6 (e) — — 6
Balance at June 29, 2013 1 — (142 (143
Other comprehensive loss before reclassifications Q) Q) 12 ()]
Amounts reclassified from accumulated other
comprehensive income
Prior-service benefit — — @ (b) @)
Net actuarial loss — — 6 (b) 6
Loss realized from derivatives — 2 (a) — 2
Tax expense — — (o) 5 (c) 5
Net current-period other comprehensive income Yloss Q) 1 8) 8)
Balance at June 28, 2014 — 1 (250 (149

(a) Included as Cost of sales in the ConsolidatateBients of Income
(b) These accumulated other comprehensive incompanents are included in the computation of neibgdar pension cost (see Note 16 -
Defined Benefit Pension Plans and Note 17 - Patreént Health-care and Life-Insurance Plans falitaahal details)
(c) Included as Income tax expense (benefit) inGbasolidated Statements of Income

(d) Included in Gain on sale of discontinued ogerat in the Consolidated Statements of Incomeedlad the sale of the Australian Bakery
business

(e) Recorded as part of spin-off of Internatiorafee and tea business within retained earnings

(f) Included in Gain on sale of discontinued opierat in the Consolidated Statements of Income
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Note 9 - Stock-Based Compensation

The company has various stock option and stockaplans. At June 28, 2014, 17.6 million shares veeaglable for future grant in the form
of options, stock unit awards, restricted sharestack appreciation rights. The company will sgttéfe requirement for common stock for
share-based payments by issuing shares out ofragtdout unissued common stock.

Stock Options

The exercise price of each stock option equalsritaikket price of the company's stock on the datgrafit. Options can generally be exercised
over a maximum term of 10 years. Options generdiffyvest and expense is recognized on a strdigbtbasis during the vesting period.

In fiscal 2014, no stock options were granted urldercompany's Long-term Incentive Plan compensatiicture. For stock option awards
outstanding, the fair value of each option gramssmated on the date of grant using the Blaclelshoption-pricing model and the following
weighted average assumptions:

2013 2012
Weighted average expected lives 6.C 7.C
Weighted average risk-free interest rates 0.95% 1.37%
Range of risk-free interest rates 0.94 -1.03% 1.28 -1.38%
Weighted average expected volatility 29.7% 28.1%
Range of expected volatility 29.7 -30.0% 28.1 -28.3%
Dividend yield 2.C% 2.5%

The company uses historical volatility for a perafdime that is comparable to the expected liféhef option to determine volatility
assumptions.

A summary of the changes in stock options outstejpdinder the company's option plans during 20ptdsented below:

Weighted
Average
Weighted Remaining Aggregate
Average Contractual Intrinsic Value
Shares in thousands Shares Exercise Price Term (Years) (in millions)
Options outstanding at June 29, 2013 585t $ 25.5¢ 6.3 $ 44
Granted — — — —
Exercised (1,382 26.7¢ — —
Canceled/expired (250 26.41 — —
Options outstanding at June 28, 2014 4,22¢  $ 25.17 57 $ 15€
Options exercisable at June 28, 2014 1,86 % 23.6( 2€ % 72

The company received cash from the exercise oksiptions during 2014 of $37 million. As of June 2814, the company had $3.7 millior
total unrecognized compensation expense relatstbtd option plans that will be recognized overweghted average period of 0.5 years.

In millions except per share data 2014 2013 2012

Number of options exercisable at end of fiscal year 1,86: 3,06 5,70¢
Weighted average exercise price of options exdrtesa end of fiscal year $ 236( $ 249 % 22.6¢
Weighted average grant date fair value of optiaasigd during the fiscal year $ — 3 6.0¢ $ 6.3t
Total intrinsic value of options exercised durihe fiscal year $ 326 % 22¢ % 23.t
Fair value of options that vested during the figer $ 1.C $ 02 $ 16.¢
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Stock Unit Awards

Restricted stock units (RSUs) are granted to aedaiployees to incent performance and retention pegods ranging from 1 to 3 years. Uy
the achievement of defined parameters, the RSUgearerally converted into shares of the compargyisncon stock on a one-fame basis an
issued to the employees. A portion of all RSUs getgly upon continued future service to the comnypanportion of RSUs vest based upon
continued future employment and the achievemenendhin defined performance measures. The cobiesktawards is determined using the
fair value of the shares on the date of grant,cmpensation is recognized over the period durihighvthe employees provide the requisite
service to the company.

The fair value of performance-based awards peggethrket-based targets is estimated on the dajeof using a Monte Carlo simulation
model containing the following assumptions:

2014
Range of risk-free interest rates 0.48 -0.72%
Range of expected volatility 22.0 -23.0%
Range of initial TSR (3.8) -6.6%
Dividend yield —%

The following is a summary of the changes in tleelstunit awards outstanding under the company'sfitgrians during 2014:

Weighted
Average
Weighted Remaining Aggregate
Average Grant  Contractual Term Intrinsic Value
Shares in thousands Shares Date Fair Value (Years) (in millions)
Nonvested share units at June 29, 2013 84t % 25.2¢ 1€ $ 28
Granted 90¢ 32.4¢ — —
Vested (42 24.71 — —
Forfeited (16€) 28.9¢ — —
Nonvested share units at June 28, 2014 1542 % 29.1( 14 $ 96
Exercisable share units at June 28, 2014 51 % 21.9: 54 $ 3

As of June 28, 2014, the company had $21 milliototdl unrecognized compensation expense relatsthok unit plans that will be
recognized over the weighted average period of@a0s.

In millions except per share data 2014 2013 2012

Stock Unit Awards

Fair value of share-based units that vested duhiediscal year $ 1 s 4 3 88

Weighted average grant date fair value of sharedasits granted during the fiscal year $ 324t $ 25.02 $ 29.0¢

All Stock-Based Compensation

Total compensation expense $ 22 3 13 $ 35
Tax benefit on compensation expense $ 9 % 5 ¢ 1

Note 10 - Employee Stock Ownership Plans (ESOP)

The company maintains an ESOP that holds commah stidthe company that is used to fund a portiothefcompany's matching program

its 401(k) savings plan for domestic non-union esyipes. The purchase of the original stock by th@E®/as funded both with debt
guaranteed by the company and loans from the comgdme debt guaranteed by the company was fullgt pa2004 and only loans from the
company to the ESOP remain. Each year, the commakgs contributions that, with the dividends ondbmmon stock held by the ESOP, are
used to pay loan interest and principal. Sharesaléeated to participants based upon the ratib@fcurrent year's debt service to the sum of
the total principal and interest payments overémaining life of the loan. The number of unall@hshares in the ESOP was 2 million at
June 28, 2014 and 3 million at June 29, 2013. Espeacognition for the ESOP is accounted for utitegrandfathered provisions contained
within US GAAP.

The expense for the 401(k) savings plan recogrizettie ESOP amounted to $0.2 million in 2014, $Bioniin 2013 and $14 million in 2012.
Payments to the ESOP were $4 million in 2014, $illom in 2013 and $6 million in 2012.
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Note 11 - Earnings Per Share

Net income per sha- basic is computed by dividing income (loss) htitable to Hillshire Brands by the weighted avenageber of common
shares outstanding for the period. Net income pares- diluted reflects the potential dilution tkatlld occur if options and fixed awards to be
issued under stock-based compensation arrangemergsconverted into common stock, if such exeroigasld be considered dilutive.

Options to purchase 2.2 million shares of commonksat June 29, 2013 and 0.8 million shares of comstock at June 30, 2012 were not
included in the computation of diluted earnings glesire because these options were either antivdilat the exercise price was greater than
the average market price of the company's outstgnrmhmmon stock. No such options were excluded ftrcomputation in 2014. In 2012,
the dilutive effect of stock options and award glarere excluded from the earnings per share caicnlbecause they would be antidilutive
given the loss in the period.

The following is a reconciliation of net incomertet income per share - basic and dilutéal the years ended June 28, 2014, June 29, 2td
June 30, 2012:

In millions except earnings per share 2014 2013 2012
Income (loss) from continuing operations attriblgeto Hillshire Brands $ 21z % 184 % (20)
Income from discontinued operations attributablélitshire Brands 1 68 86%
Net income attributable to Hillshire Brands $ 21z % 252 $ 84t
Average shares outstanding - basic 122 122 11¢
Dilutive effect of stock compensation 1 — —
Diluted shares outstanding 124 122 11¢
Income (loss) per common share - Basic

Income (loss) from continuing operations $ 1.7z $ 15C $ (0.1¢)
Income from discontinued operations 0.01 0.5t 7.2¢
Net income $ 1.7 % 208 % 7.12
Income (loss) per common share - Diluted

Income (loss) from continuing operations $ 171 $ l14¢  $ (0.1¢)
Income from discontinued operations 0.01 0.5t 7.2¢
Net income $ 172 % 204 % 7.12
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Note 12 - Debt Instruments

The composition of the company's uncollateralizedytterm debt, which includes capital lease obiiges, is summarized in the following
table:

In millions Maturity Date 2014 2013
Senior debt
10% zero coupon notes ($19 million face value) 2014 % — 3 18
10% - 14.25% zero coupon notes ($105 million faalei®) 2015 10t 93
2.75% notes 2016 40C 40C
4.1% notes 2021 27¢ 27¢
6.125% notes 2033 152 152
Total senior debt 93t 941
Obligations under capital lease — —
Other debt 1C 11
Total debt 94t 952
Unamortized discounts D (D)
Total long-term debt 944 951
Less current portion (10%) (19
$ 83¢ § 93z

Payments required on long-term debt during thesyeading 2015 through 2019 are $105 million, $4@0amn, nil, nil and $1 million,
respectively. The company made cash interest pagnoéi$32 million, $35 million and $73 million if024, 2013 and 2012, respectively.

The company has a $750 million revolving crediilfgcthat matures in June 2017. The credit fagilias an annual fee of 0.15% of the facility
size as of June 28, 2014. Pricing under this tgdsi based on the company's current credit rathsgof June 28, 2014, the company did not
have any borrowings outstanding under the credititig but it did have approximately $3 million &dtters of credit under this facility
outstanding. In addition, in the first quarter 6fl2, the company entered into a $65 million uncottemibilateral letter of credit facility
agreement. Under the terms of the agreement, ithaannual fee for the facility and the compangubject to an annual interest rate of 0.
on issuances. As of June 28, 2014, the compathyetiars of credit totaling $42 million outstanginnder this facility. The company's credit
facility and debt agreements contain financial cwargs with which the company is in compliance. @nancial covenant includes a
requirement to maintain an interest coverage Htiwot less than 2.0 to 1.0. The interest coverage is based on the ratio of EBIT to
consolidated net interest expense with consolida®id equal to net income plus interest expensmnme tax expense, and extraordinary or
non-recurring non-cash charges and gains. For2hednths ended June 28, 2014, the company's ihtaresrage ratio was 9.1 to 1.0.

The financial covenants also include a requirenmentaintain a leverage ratio of not more than 8.5.0. The leverage ratio is based on the
ratio of consolidated total indebtedness to anstdfliconsolidated EBITDA. For the 12 months ende 28, 2014, the leverage ratio was 2.1
to 1.0.

There were no short-term borrowings during 2012G#3.
Note 13 - Leases
The company leases certain facilities, equipmedtwahicles under agreements that are classifieitlaer operating or capital leases. The

building leases have original terms that range fidhto 15 years, while the equipment and vehiadsds have terms of generally less than
seven years.

In millions June 28, 2014 June 29, 2013
Gross book value of capital lease assets incluti@daperty $ 3 % 3
Net book value of capital lease assets includgmaperty — —
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Future minimum payments, by year and in the agdeegamder capital leases are less than $1 millicluae 28, 2014. Future minimum
payments, by year end in the aggregate, under noekzble operating leases having an original tewatgr than one year at June 28, 2014
were as follows:

In millions Operating Lease
2015% 21
2016 15
2017 13
2018 12
2019 11
Thereafter 88
Total minimum lease payments $ 16C
In millions 2014 2013 2012
Depreciation of capital lease assets $ — % 2 % 1
Rental expense under operating leases 23 23 22

Note 14 - Contingencies and Commitments
Contingent Liabilities

The company is a party to various pending legat@edings, claims and environmental actions by gowent agencies. The company recor
provision with respect to a claim, suit, investigator proceeding when it is probable that a liabthas been incurred and the amount of the
loss can reasonably be estimated. Any provisioaseariewed at least quarterly and are adjustedftect the impact and status of settlements,
rulings, advice of counsel and other informatiortipent to the particular matter.

Aris This is a consolidation of cases filed by individbemplainants with the Republic of the PhilippinBepartment of Labor and
Employment and the National Labor Relations Comimis§NLRC) from 1998 through July 1999. The comptailleges unfair labor practices
due to the termination of manufacturing operatiorthe Philippines by Aris Philippines, Inc. (Arig former subsidiary of the company. The
complaint names the company as a party defenda@006, the arbitrator ruled against the compamlyamarded the plaintiffs approximately
$80 million in damages and fees. This ruling waseated by the company and subsequently set asitteebyLRC in December 2006. Both
complainants and the company have filed motionsdoonsideration. The company continues to belibatthe plaintiffs’ claims are without
merit; however, it is reasonably possible that taise will be ruled against the company and havetarial adverse impact on the company's
results of operations and cash flows. The compasyiitiated settlement discussions for this casehas established an accrual for the
estimated settlement amount.

Multi-Employer Pension PlariEhe company participates in one multi-employer penplan that provides retirement benefits to derta
employees covered by collective bargaining agre¢sngime MEPP). Participating employers in the MEP®&jointly responsible for any plan
underfunding. The Pension Protection Act of 200BAPimposes minimum funding requirements on penpians. Multi-employer pension
plans that fail to meet certain funding standaedsdefined by the PPA) are categorized as beihgrait critical or endangered status. The
MEPP was certified by its actuary to be in critis&tus for the 2012 plan year; consequently,riistdes of the MEPP adopted a rehabilitation
plan designed to improve the plan's funding withiprescribed period of time. The rehabilitatiomgilacluded increases in employer
contributions and reductions in benefits. Unle$entise agreed upon, any requirement to increagpdoger contributions will not take effect
until the current collective bargaining agreementgsire. However, a five percent surcharge for ikl critical year (increasing to ten percent
for subsequent years) is imposed on contributiortee MEPP under the current collective bargaigiggeement. Such surcharge remains in
effect until the effective date of an adopted ailiee bargaining agreement which includes modifareg consistent with the rehabilitation plan.
Any surcharge assessed on an employer will alsndbeded in the calculation of the compounded dbuation rate increases required under
rehabilitation plan. In addition, the failure oRtMEPP to meet funding improvement targets providedts rehabilitation plan could result in
the imposition of an excise tax on contributing éoyprs.
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Under the current law regarding multi-employer penglans, a withdrawal or partial withdrawal frany multi-employer pension plan that
was underfunded would render a withdrawing empldigéte for its proportionate share of that undeding. Such withdrawing employer is
required to pay, in annual installment paymentatutorily determined amount to satisfy the withwdal liability. The annual installment
payments for a complete withdrawal are capped entywyears, except in the case of a mass withdramwal mass withdrawal, the twenty-year
payment cap does not apply. This potential unfurpedsion liability also applies ratably to othentidbuting employers. Information regard
underfunding is generally not provided by plan adstrators and trustees on a current basis and yeaided, is difficult to independently
validate. Any public information available relatitemulti-employer pension plans may be dated db imethe event a withdrawal or partial
withdrawal was to occur with respect to the MERIR,impact to the company's consolidated finantéements could be material. Withdrawal
liability triggers could include the company's dgen to close a plant or the dissolution of a atilee bargaining unit.

The company's regularly scheduled contributiorthéoMEPPs related to continuing operations totagatoximately $1 million in 2014, $1
million in 2013 and $2 million in 2012.

Plant ShutdowiDuring March 2014, a fire occurred at the compatykey processing facility in lowa. The fire cadsggnificant damage to
both the plant and equipment and resulted in adshwri in production. The company currently estimalesfacility will resume production
within 9-12 months from the date of the fire. Tloenpany is presently maintaining pre-fire productimfumes through the use of alternate
processors while the facility is under repair anticates it will continue to do so until produartiresumes. The company maintains insuranc
to cover such incidents with limits it believes atdficient to reimburse the company for its expédgbrovable losses, subject to a $1.0 million
deductible. During the year ended June 28, 20Bi¢timpany incurred $35 million in incremental castated to the plant shutdown of which
$31 million and $4 million are reported in Costsales and Selling, general, and administrative esg® respectively, in the Consolidated
Statements of Income. During the year ended Jun2®8!, the company received $50 million of insgeproceeds to cover the cost of
reconstructing the damaged portion of the facdityl replacing equipment that was destroyed initheA gain of approximately $45 million
was recorded on the involuntary conversion of thassets and is reported in Cost of sales in thedidated Statements of Income. Insurance
proceeds attributable to the property and equiprdestroyed in the fire are reported in investingvéiees in the Consolidated Statements of
Cash Flows.

Guarantees

The company is a party to a variety of agreementieuwhich it may be obligated to indemnify a thpatty with respect to certain matters.
Typically, these obligations arise as a resultaftracts entered into by the company under whietcdmpany agrees to indemnify a third pi
against losses arising from a breach of represensaaind covenants related to matters such asditiesets sold, the collectibility of
receivables, specified environmental matters, lehéigations assumed and certain tax matters.dh ehthese circumstances, payment by the
company is conditioned on the other party makiltpan pursuant to the procedures specified in thdract. These procedures allow the
company to challenge the other party's claimsdufitaon, the company's obligations under theseeagents may be limited in terms of time
and/or amount, and in some cases the company nvayréeourse against third parties for certain paysmade by the company. It is not
possible to predict the maximum potential amourfutire payments under certain of these agreemeuésto the conditional nature of the
company's obligations and the unique facts andigistances involved in each particular agreemesstokically, payments made by the
company under these agreements have not had aahaté¥ct on the company's business, financiab@gn or results of operations. The
company believes that if it were to incur a losauy of these matters, such loss would not havatanml effect on the company's business,
financial condition or results of operations.

The material guarantees for which the maximum gateamount of future payments can be determinesiaa follows:

Contingent Lease Obligatioridhe company is contingently liable for leases aypprty operated by others. At June 28, 2014, tharman
potential amount of future payments the companydcbe required to make if all of the current operatdefault on the rental arrangements is
$9 million. The minimum annual rentals under thieseses are $8 million in 2015 and $1 million in @0The largest components of these
amounts relate to a number of retail store leasgsnaed by Coach, Inc. Coach, Inc. has issued amfiegrto the company and agreed to
indemnify and reimburse the company from and againg payments or performance that may be requitddrespect to any obligation or
liability imposed under the retail store leasese Thmpany has not recognized a liability for thetit@ent obligation on the Coach, Inc. leases
it assumed.

Contingent Debt Obligations and Oth&he company has guaranteed the payment of cehiaihigarty debt. The maximum potential amoun
future payments that the company could be requoredake, in the event that these third partiesudeta their debt obligations, is $15 million.
At the present time, the company does not belieigegrobable that any of these third parties défault on the amount subject to guarantee.
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Note 15 - Financial Instruments
I nvestment Securities

Beginning in the first quarter of fiscal year 2014 company purchased securities for investmenmgses. Under the current investment
policy, the company may invest in debt securitiesrded to be investment grade at the time of pueciHds company determines the
appropriate categorization of debt securities atitme of purchase and reevaluates such desigrattieach balance sheet date. The company
typically categorizes all debt securities as abdddor-sale, as the company has the intent to edriliese investments into cash if needed.
Classification of available-for-sale marketablewsés as current or non-current is based on vérdtie conversion to cash is expected to be
necessary for operations in the upcoming year, wisiconsistent with the security’s maturity datepplicable. As of June 28, 2014, all
investment securities have maturity dates withertbxt twelve months.

Securities categorized as available-for-sale atedtat fair value, with unrealized gains and Isssported as a component of accumulated
other comprehensive income (loss). The amortizetl corealized gains and losses, and fair markeesaf the company's investment
securities available for sale at June 28, 2014anemarized as follows:

June 28, 2014

In millions Amortized Cost Unrealized Gain / (Loss) Fair Market Value
Available-for-sale (1)
Commercial Paper 15 — 15
Corporate Note 72 — 72
Total 87 — 87

@) Categorized as Level 1: Observable input such agedyrices in active markets for identical assetg@bilities
Background Information

The company uses derivative financial instrumeantduding futures, options and swap contracts toage its exposures to commodity prices
and interest rate risks. The use of these derigditnancial instruments modifies the exposure ek#hrisks with the intent to reduce the risk or
cost to the company. The company does not usealimég for trading or speculative purposes aneisarparty to leveraged derivatives. More
information concerning accounting for financialtmsnents can be found in Note 2 - Summary of Sigaiift Accounting Policies of these
financial statements.

Types of Derivative I nstruments

Cross Currency Swap?rior to the spin-off of its International CoffeedaTea business in June 2012, the company issutadnctoreign-
denominated debt instruments and utilized crossenay swaps to reduce the variability of functiooadrency cash flows related to foreign
currency debt. Cross currency swap agreementsitbaffective at hedging the variability of foreiganominated cash flows are designated
and accounted for as cash flow hedges. In theHayrarter of 2012, the company entered into aretiffgy cross currency swap to neutralize
€229 million due under the company’s one remainirggs currency swap that matured in June 2013. €heash paid on both derivative
instruments was approximately $40 million.

Commodity Futures and Options Contrattsee company uses commaodity futures and optiongdgd a portion of its commaodity price risk.
The principal commodities hedged by the companlude pork, beef, natural gas, diesel fuel, corngattand other ingredients. The company
does not use significant levels of commodity finahmstruments to hedge commodity prices and priilgneelies upon fixed rate supplier
contracts to determine commaodity pricing. In cir@tamces where commodity-derivative instrumentsuaesl, there is a high correlation
between the commodity costs and the derivativeunstnts. For those instruments where the commaityument and underlying hedged
item correlate between 80% -125%, the company axtsdar those contracts as cash flow hedges. Thgany only enters into futures and
options contracts that are traded on establishetrecognized exchanges that offer high liquiditpnsparent pricing, daily cash settlement
and collateralization through margin requirements.
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The notional values of the various derivative instents used by the company are summarized in tlosvfog table:

Hedge Coverage
In millions June 28, 2014 June 29, 2013 (Number of Months)

Commodity contracts
Commodity future contracts

Grains and oilseeds $ 47 % 34 11
Energy 3C 29 23
Other commodities 7 20 8

1 The notional values of commodity futures contracts determined by the initial cost of the contract.
Cash Flow Presentation

The cash receipts and payments from a derivatsteument are classified according to the natuth@instrument, when realized, generally in
investing activities unless otherwise disclosedwkleer, cash flows from a derivative instrument doat accounted for as a fair value hedge or
cash flow hedge are classified in the same categptiie cash flows from the items being hedgedigeovthe derivative does not include a
financing element at inception. If a derivativetinsnent includes a financing element at inceptadh¢ash inflows and outflows of the
derivative instrument are considered cash flowmffimancing activities. If, for any reason, hedgeaunting is discontinued, any remaining
cash flows after that date shall be classified itest with mark-to-market instruments.

Contingent Features/ Concentration of Credit Risk

All of the company’s derivative instruments are gmed by International Swaps and Derivatives Asgmni (i.e., ISDA) master agreements,
requiring the company to maintain an investmentigreredit rating from both Moody’s and Standard @&Ps credit rating agencies. If the
company’s credit rating were to fall below investrngrade, it would be in violation of these prowiss, and the counterparties to the derivativi
instruments could request immediate payment or deniramediate collateralization on the derivativstinments in net liability positions.
There were no derivative instruments with crediknielated contingent features that are in a lighlosition as of June 28, 2014 and June 29,
2013, for which the company posted no collateral.

A large number of major international financialtingions are counterparties to the company’s faia@nnstruments. The company enters into
financial instrument agreements only with countefpa meeting very stringent credit standards éalitrating of A-/A3 or better), limiting the
amount of agreements or contracts it enters intb any one party and, where legally available, akiag master netting agreements. The
company regularly monitors these positions. WHike ¢company may be exposed to credit losses inviiret f nonperformance by individual
counterparties of the entire group of counterpsytiee company has not recognized any losses getcounterparties in the past and doe
anticipate material losses in the future.

Trade accounts receivable due from customershiatdmpany identified as having low or no credihigs were $85 million at June 28, 2014
and $60 million at June 29, 2013.

Fair Value Measurements

Fair value is defined as the price that would lmeireed to sell an asset or paid to transfer aliigli.e., exit price) in an orderly transaction
between market participants at the measurementAssets and liabilities measured at fair valuetrbaescategorized into one of three different
levels depending on the assumptions (i.e., inpugsy in the valuation. Level 1 provides the mol&ilobe measure of fair value while Level 3
generally requires significant management judgmissets and liabilities are classified in theiriety based on the lowest level of input
significant to the fair value measurement.

The carrying amounts of cash and equivalents, taadeunts receivables, accounts payable, derivaitsteuments and notes payable
approximate fair values due to their short-ternureatind are considered Level 1 based on the vatusiputs. Available-for-sale marketable
securities values are derived solely from Levedfduis. The fair value of the company’s long-terrhtdeonsidered Level 2 based on the
valuation inputs used), including the current mortiis estimated using discounted cash flows basdgtle company’s current incremental
borrowing rates for similar types of borrowing amgements.

June 28, 2014 June 29, 2013
Carrying Carrying
In millions Fair Value Amount Fair Value Amount
Long-term debt, including current portion $ 971 $ 944 $ 981 ¢ 951
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Information related to our cash flow hedges anéotierivatives not designated as hedging instrusfenthe periods ended June 28, 2014,
June 29, 2013, and June 30, 2012 follows:

Interest Rate Commodity
Contracts Foreign Exchange Contracts Contracts Total
June 28, June 29, June 30, June 28, June 29, June 30, June 28, June29, June 30, June?28, June?29, June 30,
In millions 2014 2013 2012 2014 2013 2012 2014 2013 2012 2014 2013 2012
Cash Flow Derivatives
Amount of gain (loss) recognized in
other comprehensive income (OGl) $ — $ — $ (8 $ — $ — $ — $ 1 $ 6 $ 13 $ () $ 6 $ 5
Amount of gain (loss) reclassified
from AOCI into earnings, 2 — — 3 — — 2 2 18 2 2 1€ 1
Amount of ineffectiveness recognized
in earnings, 4 — — — — — 2 1 (€] 2 1 ()] —

Amount of gain (loss) expected to b
reclassified into earnings during the
next twelve months — — — — — — — () 1C — ) 1C

Net Investment Derivatives

Amount of gain (loss) recognized in

OCl1 — — — — — 604 — — — — — 604
Amount of gain (loss) recognized
from OCI into earnings — — — — — (446) — — — — — (44¢)
Amount of gain (loss) recognized
from OCI into spin-off dividend — — — — — 324 — — — — — 32¢

Fair Value Derivatives

Amount of derivative gain (loss)

recognized in earnings — — 1 — — — — — — — — 1
Amount of hedged item gain (loss)
recognized in earnings — — 4 — — — — — — — — 4

Derivatives Not Designated as
Hedging Instruments

Amount of gain (loss) recognized in
Cost of sales — — — — — — 4 2 2 4 2 2

Amount of gain recognized in SG&A — — — — — (15 2 2 — 2 2 (15)

1 Effective Portion.

2Gain (loss) reclassified from AOCI into earningsdported in Interest expense or Debt extinguishiroests, for interest rate swaps, in Selling, gehand
administrative (SG&A) expenses for foreign exchaogetracts and in Cost of sales for commodity carig.

3Gain (loss) recognized in earnings is related ¢oitleffective portion and amounts excluded fromassessment of hedge effectiveness.

4Gain (loss) recognized in earnings is reportedhiarest expense for foreign exchange contract &&ASexpenses for commaodity contracts.

5 The amount of gain (loss) recognized in earningtherderivative contracts and the related hedged is reported in Interest expense or Debt extstguent
costs, for the interest rate contracts and SG&AHerforeign exchange contracts.

6 The gain (loss) recognized from OCI into earnirggeeported in Gain on sale of discontinued opematio

7The gain (loss) recognized from OCI into the spiindévidend is reported in Retained earnings assalt of the spin-off.

Note 16 - Defined Benefit Pension Plans

The company sponsors two U.S. and one Canadiamopepigns to provide retirement benefits to cereimployees. The benefits provided
under these plans are based primarily on yearsroice and compensation levels.

Measurement Dates and Assumptions
A fiscal year end measurement date is utilizedaloe plan assets and obligations for all of themamy's defined benefit pension plans.
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The weighted average actuarial assumptions usexasuring the net periodic benefit cost and pldigations of continuing operations were
as follows:

2014 2013 2012
Net periodic benefit cost
Discount rate 4.£% 4.2% 5.5%
Long-term rate of return on plan assets 6.5% 6.2% 6.5%
Plan obligations
Discount rate 4.2% 4.8% 4.2%

The discount rate is determined by utilizing agielirve based on high-quality fixéleome investments that have a AA bond rating saalin
the expected future benefit payments to plan ppaits. Compensation increase assumptions are hasadhistorical experience and
anticipated future management actions. Compensekianges for participants in the U.S. plans nodoiigve an impact on the benefit cost or
plan obligations as the participants in the U.$arged plan will no longer accrue additional betefln determining the long-term rate of return
on plan assets, the company assumes that theita$iong-term compound growth rates of equity &rdd-income securities and other plan
investments will predict the future returns of daminvestments in the plan portfolio. Investmeramagement and other fees paid out of plan
assets are factored into the determination of ast@in assumptions.

Net Periodic Benefit Cost and Funded Status

The components of the net periodic benefit costémtinuing operations were as follows:

In millions 2014 2013 2012

Components of defined benefit net periodic (bepebist

Service cost $ 9 11 % 9

Interest cost 74 70 73

Expected return on assets (92) (92 (86)

Amortization of :

Prior service cost 1 1 1

Net actuarial loss 4 4 3
Settlement loss 1 6 1

Net periodic (benefit) cost $ 2 $ — 3 1

In 2014, the company recognized $1 million of setént losses associated with plan settlementdiresfdom the payment of lump-sum
benefits to plan participants.

In 2013, the company recognized $1 million of setéént losses associated with settlement of twheotbmpany's defined benefit pension
plans in Canada. The losses resulted from recogniti the unamortized actuarial losses associaitédthese two plans. The company also
recognized a $4 million loss related to the payfuhe surplus assets associated with these pldrish were in an overfunded position. The
remaining $1 million of settlement losses were eisded with plan settlements resulting from therpaxt of lump-sum benefits to plan
participants.

In 2012, the company recognized $1 million of setént losses associated with plan settlementdiresfdom the payment of lump-sum
benefits to plan participants. In 2012, the disposiof the North American fresh bakery businesuited in the recognition of a $36 million |
settlement loss as a result of the assumptioneofdlated plan liabilities by the buyer. The setiéat loss was recognized as part of the gain o
disposition of this business.

The net periodic benefit cost of the defined banmfnsion plans in 2014 decreased by $2 milliomf&@913, driven by a decrease in settlemen
losses and service cost, partially offset by hightarest expense and a decrease in asset returns.

The net periodic benefit cost of the defined banmfnsion plans in 2013 was virtually unchangehf@912 as an increase in settlement losse
and amortization expense was offset by an increaasset returns and lower interest expense.

The amount of prior service cost and net actudosa that is expected to be amortized from accutedlather comprehensive income and
reported as a component of net periodic benefitioosontinuing operations during 2015 is $1 mitliand $4 million, respectively.
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The funded status of defined benefit pension pédribe respective year-ends was as follows:

In millions 2014 2013
Projected benefit obligation

Beginning of year $ 156 $ 1,68(
Service cost 9 11
Interest cost 74 70
Plan amendments/other — 1
Benefits paid (76) (82)
Actuarial loss (gain) 11€ (123)
Settlements — 4
End of year $ 1,68 ¢ 1,56:
Fair value of plan assets

Beginning of year $ 1,43¢ % 1,51¢
Actual return on plan assets 194 ©)]
Employer contributions 8 8
Benefits paid (76) (82)
End of year 1,56¢ 1,43¢
Funded status $ (1200 $ (123)
Amounts recognized on the consolidated balance shge

Other noncurrent assets $ — ¢ 1
Accrued liabilities (4) 5)
Pension obligation (11€) (119
Net liability recognized $ (1200 $ (129
Amounts recognized in accumulated other compreheng income

Unamortized prior service cost $ 6 $ 7
Unamortized actuarial loss, net 237 22¢
Total $ 24 $ 23t

The underfunded status of the plans decreased$i®8 million in 2013 to $120 million in 2014, duea $126 million increase in plan assets,
partially offset by a $123 million increase in plabligations resulting from $116 million of actuariosses driven by a decrease in the discour
rate. The increase in plan assets was the resuftpybved investment performance during the year.

The accumulated benefit obligation is the presahierof pension benefits (whether vested or undgstitributed to employee service rendere
before the measurement date and based on emplepeeesand compensation prior to that date. Theracatated benefit obligation differs
from the projected benefit obligation in that itimdes no assumption about future compensationsleVhe accumulated benefit obligations of
the company's pension plans as of the measurerata® ith 2014 and 2013 were $1.685 billion and . t5lion, respectively.

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

In millions 2014 2013

Projected benefit obligation $ 1677 $ 1,55¢
Accumulated benefit obligation 1,67 1,55¢
Fair value of plan assets 1,557 1,431
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Plan Assets, Expected Benefit Payments and Funding

The fair value of pension plan assets as of Jun@2@B4 was determined as follows:

Fair Value Measurement at Reporting Date, Using:

Quoted Prices in Significant
Active Market for  Significant Other Unobservable
Total Fair Value Identical Assets  Observable Inputs Inputs

In millions 2014 (Level 1) (Level 2) (Level 3)
Equity securities
U.S. securities - pooled funds $ 84 $ 84 $ — 3 =
Non-U.S. securities - pooled funds 10C 10C — —
Total equity securities 184 184 — —
Fixed income securities
Government bonds 134 134 — —
Corporate bonds 643 — 643 —
U.S. pooled funds 134 — 134 —
Non-U.S. pooled funds 5 — 5 —
Bond fund 41% — 413 —
Total fixed income securities 1,32¢ 134 1,19¢ —
Real estate 32 — 32 —
Cash and equivalents 5 5 — —
Other 15 — 15 —
Total fair value of assets $ 1568 $ 328§ 124: § —

The fair value of pension plan assets as of Jupn@2@EB was determined as follows:

Fair Value Measurement at Reporting Date, Using:

Quoted Prices in Significant
Active Market for  Significant Other Unobservable
Identical Assets  Observable Inputs Inputs

In millions 2013 (Level 1) (Level 2) (Level 3)
Equity securities
U.S. securities - pooled funds $ 85 $ 85 $ — % —
Non-U.S. securities - pooled funds 10z 10z — —
Total equity securities 187 187 — —
Fixed income securities
Government bonds 25€ 25€ — —
Corporate bonds 503 — 503 —
U.S. pooled funds 122 — 122 —
Non-U.S. pooled funds 5 — 5 —
Bond fund 324 — 324 —
Total fixed income securities 1,21( 25¢€ 954 —
Real estate 23 — 23 —
Cash and equivalents 6 6 — —
Other 13 — 13 —
Total fair value of assets $ 143¢  $ 44¢  § 99C § —

In 2014, management reevaluated the classificatidts securities and revised the 2013 fair valiggdichy table above to correct errors in the
presentation of certain investments. The classifinaof the following has been corrected from Levédb Level 2: Corporate bonds ($503
million), U.S. pooled funds ($122 million), Non-U.Rooled funds ($5 million), Bond fund ($324 milip Real estate ($23 million), and Other
($13 million). The Corporate bonds and the Bondifaray include treasury securities. These correstibhd not impact the total fair value of
assets.
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Level 1 assets were valued using quoted marke¢po€the identical underlying security in an aetimarket. The fair value of the Level 2
assets is primarily based on market-observablesnouguoted market prices, benchmark yields anldyfdealer quotes. The company did no
have any Level 3 assets, which would include ageetshich values are determined by non-observatgats. See Note 15 - Financial
Instruments for additional information as to thi falue hierarchy.

The percentage allocation of pension plan assststban a fair value basis as of the respective gedimeasurement dates is as follows:

2014 2013
Asset category
Equity securities 12% 13%
Debt securities 85 84
Real estate 2 2
Cash and other 1 1
Total 100(% 10C%

The overall investment objective is to manage the pssets so that they are sufficient to meepldnes future obligations while maintaining
adequate liquidity to meet current benefit paymanis operating expenses. The actual amount forhathizse obligations will be settled
depends on future events and actuarial assumpfitiese assumptions include the life expectanchi@ptan participants. The resulting
estimated future obligations are discounted usmgnterest rate curve that represents a returnatbatd be required from high quality corpot
bonds. The company has adopted a liability driveestment (LDI) strategy which consists of invegtim a portfolio of assets whose
performance is driven by the performance of the@ated pension liability. This means that plaretssianaged under an LDI strategy may
underperform general market returns, but shouldigecfor lower volatility of funded status as itturn is designed to match the pension
liability movement. Over time, as pension obligaidecome better funded, the company will furtkeerigk its investments and increase the
allocation to fixed income.

As noted in the above table, on an aggregate #irevbasis, the plan is currently at 85% fixed measecurities and 12% equity securities.
Fixed income securities can include, but are moitdid to, direct bond investments, pooled or inttitlond investments and cash. Other
investments can include, but are not limited ttgrinational and domestic equities, real estate hoodities and private equity. Derivative
instruments may also be used in concert with efiked income or equity investments to achieve meksexposure or to hedge certain risks.
Derivative instruments can include, but are noftiehto, futures, options, swaps or swaptions. d$sets are managed by professional
investment firms and performance is evaluated ajajpecific benchmarks. The responsibility forithestment strategies typically lies with
investment committee, which is composed of reprasiees appointed by the company.

Pension assets at the 2014 and 2013 measuremestdganot include any direct investment in the camyfs debt or equity securities.
Substantially all pension benefit payments are niiaata assets of the pension plans. It is anticighéitat the future benefit payments will be as
follows: $74 million in 2015, $78 million in 201681 million in 2017, $84 million in 2018, $86 mdl in 2019 and $473 million from 2020 to
2024. The company expects to contribute approxin&& million to its pension plans in 2015.

Defined Contribution Plans
The company sponsors defined contribution plansciwtover certain salaried and hourly employee®g ddmpany's cost is determined by the

amount of contributions it makes to these plan® dimounts charged to expense for contributions nwatleese defined contribution plans
related to continuing operations totaled $16 millio 2014, $25 million in 2013 and $21 million IT2.

Multi-Employer Plans
The company participates in a multi-employer plzat provides defined benefits to certain employee®red by collective bargaining
agreements. Such plans are usually administereddmard of trustees composed of the managemehé gidrticipating companies and labor

representatives.
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The company previously contributed to several raaifiloyer defined benefit pension plans under thragef collectivebargaining agreemer
that covered various union-represented employeesustently only contributes to one of these pldrse risks of participating in these
multiemployer plans are different from single-eny@pplans. Assets contributed to the multiemplglan by one employer may be used to
provide benefits to employees of other particigpgmployers. If a participating employer stops dbating to the plan, the unfunded
obligation of the plan may be borne by the remajrparticipating employers. If the company stopgipigiating in a plan, the company may be
required to pay that plan an amount based on tHerfunded status of the plan, referred to as adndthal liability. None of the contributions

to the pension funds for continuing operations imaexcess of 5% of the total plan contributionsgtan years 2014, 2013 and 2012. There ar
no contractually required minimum contributionghie plans as of June 28, 2014.

The net pension cost of these plans is equal tartheal contribution determined in accordance wighprovisions of negotiated labor
contracts. The contributions for plans relateddntimuing operations were $1 million in 2014, $1liom in 2013 and $2 million in 2012. Ass
contributed to such plans are not segregated erwibe restricted to provide benefits only to thgpoyees of the company. The future cost of
these plans is dependent on a number of factolgdimg the funded status of the plans and thetsitfi the other participating companies to
meet ongoing funding obligations.

The company's participation in these multiemplglans for fiscal 2014 is outlined below. The EINdBi®n Plan Number column provides the
Employer Identification Number (EIN) and the thaigit plan number, if applicable. Unless otherwigded, the most recent PPA zone status
available in 2014 and 2013 is for the plan's yegifming January 1, 2014 and 2013, respectivelg.Zdme status is based on information that
the company has received from the plan and isfiegl by plans' actuaries. Among other factors, planthe red zone are generally less than 6
percent funded. The FIP/RP Status Pending/Impleadecdlumn indicates plans for which a financial ioygment plan (FIP) or rehabilitation
plan (RP) is either pending or has been implemerited last column lists the expiration date(s)hef tollective-bargaining agreements to
which the plans are subject. There have been mifisnt changes that affect the comparability efittibutions from year to year.

In addition to regular contributions, the companyld be obligated to pay additional contributioksdwn as complete or partial withdrawal
liabilities) if a MEPP has unfunded vested benefits

PPA Zone FIP/RP et
I L Expiration Date
Status Status Contributions (in millions) 2014 of Collective
EIN/Pension Pending/ Surcharge Bargaining
Plan Number 2014 2013 Implemented 2014 2013 2012 Imposed Agreement
Pension Fund Plan Name
Bakery and Confectionary
Union & Industry
International Pension Fund 52-6118572/00: Red Red Nov201z $ 1 $ 1 $ 2 10% Oct 2014

Note 17 - Postretirement Health-Care and Life-Insuance Plans

The company provides health-care and life-insurdmerefits to certain retired employees and theieoed dependents and beneficiaries.
Generally, employees who have attained age 55 avel tendered 10 or more years of service are Wifflo these postretirement benefits.
Certain retirees are required to contribute to plarorder to maintain coverage.

Measurement Date and Assumptions

A fiscal year end measurement date is utilizedaloe plan assets and obligations for the compaogetirement health-care and life-
insurance plans pursuant to the accounting rules.

The weighted average actuarial assumptions useasuring the net periodic benefit cost (incomel) @an obligations for the three years
ending June 28, 2014 were:

2014 2013 2012
Net periodic benefit cost (income)
Discount rate 4.4% 3.£% 5.2%
Plan obligations
Discount rate 3.¢ 4.4 3.6
Health-care cost trend assumed for the next year 7.C 7.5 7.5
Rate to which the cost trend is assumed to decline 5.C 5.C 5.C
Year that rate reaches the ultimate trend rate 201¢ 201¢ 2017
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The discount rate is determined by utilizing agielirve based on high-quality fixéleome investments that have a AA bond rating soalin
the expected future benefit payments to plan ppdits. Assumed health-care trend rates are bashibtorical experience and management's
expectations of future cost increases. A one-péagenpoint change in assumed health-care cost te¢as would have the following effects:

In millions One Percentage Point Increas One Percentage Point Decrea
Effect on total service and interest components $ 1 3 (1)
Effect on postretirement benefit obligation 8 @)

Net Periodic Benefit Cost and Funded Status

The components of the net periodic benefit incossmaiated with continuing operations were as fotlow

In millions 2014 2013 2012
Components of defined benefit net periodic costqime)

Service cost $ 2 3 2 3 2
Interest cost 4 4 3
Net amortization and deferral (7 9 (8)
Curtailment gain $ @ $ —  $ —
Net periodic benefit income $ 2 s R 9 3

The amount of the prior service credits and nataal loss that is expected to be amortized frooumulated other comprehensive income
reported as a component of net periodic benefitdasng 2015 is $5 million of income and $1 milliof expense, respectively.

The funded status of postretirement health-cardiBmthsurance plans related to continuing opersgiat the respective year-ends were:

In millions 2014 2013
Accumulated postretirement benefit obligation

Beginning of year $ 9C€ 9 101
Service cost 2 3
Interest cost 4 4
Net benefits paid (6) 5)
Plan participant contributions 1 1
Curtailment gain D —
Actuarial gain (1) 149
End of year 8¢ 9C
Fair value of plan assets — 1
Funded status $ (89 ¢ (89)
Amounts recognized on the consolidated balance shge

Accrued liabilities $ ® 9 (6)
Other liabilities (83 (83
Total liability recognized $ B89 ¢ (89)
Amounts recognized in accumulated other compreheng loss

Unamortized prior service credit $ 12 $ (20
Unamortized net actuarial loss 8 1C
Total $ 4 9 (10)
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Expected Benefit Payments and Funding

Substantially all postretirement health-care afediisurance benefit payments are made by the compsing expected future service, it is
anticipated that the future benefit payments thiitog funded by the company will be as follows: B@lion per year in 2015 through 2017, $7
million per year in 2018 and 2019, and $35 millfoom 2020 to 2024.

The Medicare Part D subsidy received by the compeagy/less than $1 million in 2014 and $1 millior2DBil3 and 2012.

Note 18 - Income Taxes

The provisions for income taxes on continuing offens computed by applying the U.S. statutory tateacome from continuing operations
before taxes as reconciled to the actual provisicere:

2014 2013 2012
Income (loss) from continuing operations beforeome taxes
United States 99.€% 99.7% (97.9%
Foreign 0.4% 0.2% 2.)%
Total 100.(% 100.% (100.0%
Tax expense (benefit) at U.S. statutory rate 35.(% 35.(% (35.0%
State income taxes 3.1% 2.1% 0.4%
Finalization of tax reviews and audits and changestimate on tax
contingencies (0.2 2. 2.3
Domestic production deduction (2.5 (1.6 —
Employee benefit deductions (1.2 (1.5 (8.5)
Non-taxable indemnification agreements — 2.7 (22.0
Non-deductible professional fees 2.C 0.2 28.€
Tax provision adjustments 0.7 (1.6) (6.5)
Valuation allowance (16.9 — —
Other, net (0.2 (0.7) 0.8
Taxes at effective worldwide tax rates 20.5% 28.1% (44.29%

The tax expense related to continuing operationsedsed $17 million in 2014 due primarily to a $dilion tax benefit for the release of a
valuation allowance on state deferred tax assatapply related to net operating loss and creditgovers that became more-likely-than not
realizable during the year. This benefit was phytiaffset by year-over-year net decreases in &uxdifits for the items noted in the table above
The decrease in tax benefits relate primarily teerease in the release of certain contingentliigaiions after statutes in multiple
jurisdictions lapsed and certain tax regulatoryneixations and reviews were resolved, a decreaser-taxable indemnification income, and
an increase in the amount of non-deductible prajaatfees.

The tax expense related to continuing operatioaeased $87 million in 2013 due primarily to arr@ase in pretax income from continuing
operations of $291 million offset by $15 million péar-overyear increases in tax benefits for the items notebe table above. The increas:
tax benefits relate primarily to the release otaiarcontingent tax obligations after statutes udtiple jurisdictions lapsed and certain tax
regulatory examinations and reviews were resolaadncrease in deductions associated with dompsiduction activities, and a decrease in
the amount of non-deductible professional feesebtly a decrease in non-taxable indemnificatioorime.

The tax expense related to continuing operationsedsed $42 million in 2012 due to primarily toegkhe in pretax income from continuing
operations of $120 million.

The company intends to continue to reinvest aitsoéarnings outside of the U.S. and, therefore,rfwd recognized U.S. tax expense on these
earnings. U.S. federal income tax and withholdasgdn these foreign unremitted earnings would beaterial.
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Current and deferred tax provisions (benefits) were

2014 2013 2012
In millions Current Deferred Current Deferred Current Deferred
uU.S. $ 104 % 8 $ 27 $ 38 % @arn $ 2
Foreign — — — — — —
State 6 (63) 3 4 3 (©)]
$ 11¢ % 55 $ 3C % 42 3 149 $ (1)

Cash payments for income taxes from continuing atjfms were $100 million in 2014, $12 million inZDand $26 million in 2012.

Hillshire Brands and eligible subsidiaries file@solidated U.S. federal income tax return. The mamy uses the asset-and-liability method to
provide income taxes on all transactions recordetié consolidated financial statements. This ntktiequires that income taxes reflect the
expected future tax consequences of temporaryreiftees between the carrying amounts of assetallities for book and tax purposes.
Accordingly, a deferred tax liability or asset fach temporary difference is determined based thpotax rates that the company expects to k
in effect when the underlying items of income argdense are realized. The company's expense fomiad¢axes includes the current and
deferred portions of that expense. A valuationvedloce is established to reduce deferred tax ass#ie amount the company expects to
realize.

The deferred tax liabilities (assets) at the respegear-ends were as follows:

In millions 2014 2013
Deferred tax (assets)

Pension liability $ (58) % (52
Employee benefits (86) (90)
Nondeductible reserves (50 (59
Net operating loss and credit carryforwards (79 (52)
Other (46) (28
Gross deferred tax (assets) (319 (27%)
Less valuation allowances 14 58
Net deferred tax (assets) (30%) (217)
Deferred tax liabilities

Property, plant and equipment 10C 93
Intangibles 82 33
Deferred tax liabilities 182 12¢
Total net deferred tax liabilities $ (128 $ (91)

There are tax effected federal net operating logs88 million that begin to expire in 2028 throug®33. There are tax effected state net
operating losses and credit carryforwards of $7lanithat begin to expire in 2015 through 2033.

Valuation allowances have been established onpetating losses and other deferred tax assetstaitd).S. state jurisdictions as a result of
the company's determination that there is less &3 likelihood that these assets will be redlize

The company records tax reserves for uncertaipaakions taken, or expected to be taken, on agaxn. For those tax benefits to be
recognized, a tax position must be more-likely-thahto be sustained upon examination by the téxaaities. The amount recognized is
measured as the largest amount of benefit thateter than 50% likely of being realized upon asditlement.

Due to the inherent complexities arising from tla¢une of the company's businesses, and from coinduztisiness and being taxed in a
substantial number of jurisdictions, significandguments and estimates are required to be madeesgm of tax liabilities between Hillshire
Brands and the many tax jurisdictions in whichdbenpany files tax returns may not be finalizedsfeveral years. Thus, the company's final
tax-related assets and liabilities may ultimatedydiifferent from those currently reported.
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Our total unrecognized tax benefits that, if redegd, would affect our effective tax rate were $iflion as of June 28, 2014. This amount
differs from the balance of unrecognized tax besefs of June 28, 2014 primarily due to uncert@inpbsitions that created deferred tax asset
in jurisdictions which have not been realized dua tack of profitability in the respective juristibns. At this time, the company estimates tha
it is reasonably possible that the liability foreoognized tax benefits will decrease by up to ®#Kon in the next 12 months from a variety
uncertain tax positions as a result of the comphetif various worldwide tax audits currently in pess and the expiration of the statute of
limitations in several jurisdictions.

The company recognizes interest and penaltieecttatunrecognized tax benefits in tax expenseinguhe years ended June 28,

2014, June 29, 2013 and June 30, 2012, the contpangnized an expense of $1 million, a benefitbfifllion and a expense of $3 million,
respectively, of interest and penalties in contigubperations tax expense. The tax benefits in 20832012 were the result of the finalization
of tax reviews and audits and changes in estintdtesx contingencies. As of June 28, 2014, Jun€0®3 and June 30, 2012, the company
accrued interest and penalties of approximatelgnihifon, $8 million and $10 million, respectively.

The company's tax returns are routinely auditeéebgral, state and foreign tax authorities andelzeslits are at various stages of completion
at any given time. The Internal Revenue Servic&)IRas completed examinations of the company'siic8me tax returns through July 3,
2010. With few exceptions, the company is no lorsgdgject to state and local income tax examinatiynsx authorities for years before June
30, 2007.

The following table presents a reconciliation af tieginning and ending amount of unrecognized ¢grefits for the years ended June 28,
2014, June 29, 2013 and June 30, 2012:

June 28, June 29, June 30,

In millions 2014 2013 2012
Unrecognized tax benefits

Beginning of year balance $ 67 $ 74 % 83
Increases based on current period tax positions — — 5
Increases based on prior period tax positions 2 — 24
Decreases based on prior period tax positions — — 4
Decreases related to settlements with tax autbsriti (6) — 33
Decreases related to a lapse of applicable stafuimitation 3 ) 1)
End of year balance $ 60 $ 67 $ 74

Note 19 - Business Segment Information

The company is a leading producer and marketeigbf duality, branded food products in North Ameri€ae company manages the business
in two operating segments which are based on custtype, as each segment requires different digtob and marketing strategies.

The following are the company's two business se¢gramd the types of products and services fromtwbach reportable segment derives its
revenues.
« Retalil sells a variety of packaged meat, frodzerakfast and frozen bakery products to retailausts in North America. It also
includes gourmet artisanal sausage, salami ang prdducts.
* Foodservice/Other sells a variety of meats alely products to foodservice customers in NortheAoa such as broad-line
foodservice distributors, restaurants, hospitats @her large institutions and includes commodigatproducts.

The company's management uses operating segmenterio order to evaluate segment performance docbdé resources, which is defined
as operating income before general corporate eggensark-to-market derivative gains/(losses); andréization of trademarks and customer
relationship intangibles. Significant items represerious income and/or expense items relatedgwucturing actions and other gains and
losses that are not considered to be part of thelmasiness results. The company believes that ttessilts are more indicative of the
company's core operating results and improve thgpaoability of the underlying results from periadgeriod. Interest and other debt expense
as well as income tax expense, are centrally mahagel accordingly, such items are not presentezkgnent since they are not included in
the measure of segment profitability reviewed byvagement. The accounting policies of the segmeattha same as those described in Note
2 - Summary of Significant Accounting Policies.
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In millions 2014 2013 2012
Sales
Retail $ 299 $ 2,892 $ 2,88¢
Foodservice/Other 1,09: 1,02¢ 1,02t
4,08t 3,92( 3,90¢
Impact of businesses exited/disposed — — 55
Intersegment — — (6)
Total $ 4,08t 3 392C $ 3,95¢
In millions 2014 2013 2012
Income (loss) from Continuing Operations before Inome Taxes
Retail $ 33¢ $ 32¢ % 31z
Foodservice/Other 87 75 79
Total operating segment income 42€ 404 392
General corporate expenses (38) (36) (64)
Mark-to-market derivative gain/(loss) 4 Q) (1)
Amortization of intangibles 5) 4 4
Significant items (81) (72 (255)
Impact of businesses exited/disposed — 6 8
Total operating income 30¢€ 297 7€
Net interest expense (39 (42) (72
Debt extinguishment costs — — (39
Income (loss) from continuing operations beforeome taxes $ 267 $ 25¢ $ (35)

Net sales for a business segment may include batesen segments. Such sales are at transfer ghratesre equivalent to market vali

Revenues from Wal-Mart Stores Inc. represent apprately $1.1 billion of the company's consolidatedenues for continuing operations in
2014, and 1.0 billion in 2013 and 2012, all witkive Retail segment.

In millions 2014 2013 2012
Assets
Retail $ 156C $ 1,27 ¢ 1,27¢
Foodservice/Other 564 542 53C
2,12¢ 1,81¢ 1,80¢
Australian Bakery — — 58
Net assets held for sale/disposition — — 5
Other1 584 61¢ 57¢
Total assets $ 2,70t  $ 2,43¢ % 2,45(
Depreciation
Retail $ 101 $ NV 3 101
Foodservice/Other 27 28 3C
12¢ 11¢€ 131
Discontinued operations — 2 104
Other 3 28 31
Total depreciation $ 131 % 148 $ 26€
Additions to Long-Lived Assets
Retail $ 36E % 95 3 12¢
Foodservice/Other 32 28 38
40C 123 16€
Other — 16 7
Total additions to long-lived assets $ 40C $ 13¢  $ 173

1Principally cash and equivalents, certain corpoiiatl assets, deferred tax assets and certain otmecurrent assets.
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Net sales by product type within each business sagare as follows

In millions 2014 2013 2012
Sales

Retalil

Meat $ 2,167 $ 2,10 $ 2,117
Convenient Foods 73C 68t 647
Bakery 94 104 11¢€
Commodities/Other 1 2 2
Total Retail 2,992 2,89¢ 2,88¢
Foodservice/Other

Meat 557 507 52C
Convenient Foods 93 88 86
Bakery 343 343 344
Commodities/Other 10C 88 75
Total Foodservice/Other 1,09z 1,02¢ 1,02t
Total business segment sales 4,08t 3,92( 3,90¢
Impact of businesses exited/disposed — — 55
Intersegment elimination — — (6)
Total net sales $ 408 $ 392 $ 3,95¢

Meat category includes lunchmeat, hot dogs, breakfausage, smoked sausage and other meat pradiont®nient Foods category includes
breakfast sandwiches, breakfast convenience, amys dnd other ready to eat meal items. Bakery oatégcludes cakes, pies, cheesecakes
and other bakery products. Commaodities/Other cateipaludes commaodity turkey and pork.

Hillshire Brands' operations are principally in ttisited States. With respect to operations outsfdee United States, no single foreign
country or geographic region was significant. Fgnenet sales were $17 million, $17 million and $di8ion in 2014, 2013, and 2012,
respectively, all of which was in Canada. The Itimgd assets located outside of the United Stateset significant.
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Note 20 - Quarterly Financial data (Unaudited)

The company's quarterly results for 2014 and 20&3a follows:

Quarter
In millions First Second Third Fourth
2014
Continuing operations
Net sales $ 984 $ 1,082 $ 95t % 1,06¢
Gross profit 26& 32t 281 294
Income 29 114 42 27
Income per common share
Basic 0.24 0.9z 0.3t 0.22
Diluted 0.2 0.91 0.34 0.2z
Net income 29 11t 42 27
Net income per common share
Basic 0.24 0.9¢ 0.3t 0.2z
Diluted 0.22 0.9z 0.3¢ 0.2z
Cash dividends declared 0.17¢ 0.17¢ 0.17¢ 0.17¢
Market price
High 36.01 34.1:% 38.01 62.2:
Low 30.6: 30.3¢ 32.71 34.2:
Close 30.8¢ 33.3¢ 36.9¢ 62.0(
Quarter
In millions First Second Third Fourth
2013
Continuing operations
Net sales $ 974 % 1,06C $ 924 % 962
Gross profit 294 332 272 264
Income 49 58 42 35
Income per common share
Basic 0.4C 0.47 0.34 0.2¢
Diluted 0.4C 0.47 0.34 0.2¢
Net income 53 65 93 41
Net income per common share
Basic 0.42 0.5¢ 0.7¢ 0.3
Diluted 0.42 0.5¢ 0.7t 0.3¢
Cash dividends declared 0.12¢ 0.12¢ 0.12¢ 0.12¢
Market price
High 30.4: 28.7¢ 35.1¢ 37.2¢
Low 24.31 24.9¢ 27.3( 31.7¢
Close 26.7¢ 27.4¢ 35.1¢ 33.0¢

The quarterly financial data shown above includkesitnpact of significant items. Significant itemayrinclude, but are not limited to: charges
for exit activities; various restructuring progrgrapin-off related costs; impairment charges; pensionglarithdrawal liability charges; bene
plan curtailment gains and losses; plant shutdavatscand the related insurance recoveries; mergkaequisition costs; tax charges on
deemed repatriated earnings; tax costs and benedititing from the disposition of a business; iotpa tax law changes; changes in tax
valuation allowances and favorable or unfavoraésolution of open tax matters based on the fin@dinaf tax authority examinations or the
expiration of statutes of limitations. Further distaf these items are included in the Managem@&issussion and Analysis of Financial
Condition and Results of Operations section of Ariaual Report on Form 10-K.
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Note 21 - Subsequent Events

On July 1, 2014, Hillshire entered into a defirgtimgreement and plan of merger with Tyson Foods, (fTyson"), pursuant to which, among
other things, Tyson has commenced a tender offacdaire all of the issued and outstanding shdreslishire's common stock in cash at a
purchase price of $63.00 per share. The transaistiexpected to close on or before September 214.20

On June 30, 2014, the company repaid $57 milliofulbf matured zero coupon notes. On July 2, 2@ld ,company repaid the remaining $48
million of fully matured zero coupon notes.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION AND RESULTS OF OPERATIONS OF THE
HILLSHIRE BRANDS COMPANY

FOR THE THREE YEARS ENDED JUNE 28, 2014

Iltem 7. Managements Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis providesmamsary of the company's results of operations, firercondition and liquidity, and
significant accounting policies and critical esttesa This discussion should be read in conjunatiith the Consolidated Financial Statements
and related notes thereto contained elsewhereéstinual Report. The company's fiscal year endtherSaturday closest to June 30. Fiscal
years 2014, 2013 and 2012 wer-week years. Unless otherwise stated, referencgsatis relate to fiscal years.

The following is an outline of the analysis inclddeerein:

» Business Overvie

* Summary of Results/Outlo

* Review of Consolidated Rest

» Operating Results by Business Segr

* Financial Conditio

e Liquidity

* Non-GAAP Financial Measur

e  Critical Accounting Estimatt

» Issued But Not Yet Effective Accounting Stand:
»  Forwardtooking Informatiol

Business Overview
Our Business

Hillshire Brands is a manufacturer and marketdrigh-quality, brand name food products. Sales areipally in the United States, where it is
one of the leaders in branded food solutions ferr#iail and foodservice markets. In the retaincted, the company sells a variety of packagec
meat products that include hot dogs, corn dogsKiast sausages, breakfast convenience itemsdinglreakfast sandwiches and bowls,
dinner sausages, gourmet artisanal sausage, s@ékgi, premium deli and luncheon meats and codiads, as well as a variety of frozen
baked products and specialty items including piekes, and cheesecakes. These products are soktiprito supermarkets, warehouse clubs
and national chains. The company also sells atyasfeneat and bakery products to foodservice gusts.

The company's portfolio of brands includismy Dean, Ball Park, Hillshire Farm, State Fafara Ledrozen bakeryChef Pierrepies and
Van's,as well as artisanal brandsdells, Gallo SalamandGolden Island Jerky

Strategy

The company is focused on delivering long-term galteation through strengthening the core of isrmss through brand building and
innovation; leveraging its heritage brand equit@extend into new adjacent categories; and fuajiogvth by driving operating efficiencies.

Pending Transaction with Tyson

On July 1, 2014, Hillshire Brands, Tyson and Tyswrger sub entered into a Merger Agreement undahafyson would acquire Hillshire
Brands. Pursuant to the Merger Agreement, Tysomenesub has commenced a tender offer for all obthietanding shares of Hillshire Bratr
common stock for $63 per share in cash. Tyson meug®s obligation to consummate the tender offet accept for payment and pay for
shares of Hillshire Brands common stock tenderediligect to certain conditions, including (i) titla¢ number of shares tendered represents ¢
least two-thirds of the total number of outstandshgres of Hillshire Brands common stock as oktk@ration of the tender offer and (i) that
the waiting period under the Hart-Scott-Rodino &St Improvements Act of 1976, as amended, wilehexpired or been terminated at the
expiration of the tender offer.

Upon the consummation of the tender offer, sulifetthe terms and conditions of the Merger Agreemeyson merger sub will merge with
and into Hillshire Brands, with Hillshire Brandsrgiving as a wholly owned subsidiary of Tyson. Aseault of the merger, any outstanding
shares of Hillshire common stock not owned, diseotlindirectly, by Tyson, Tyson merger sub or shire Brands will be converted into the
right to receive the offer price in the tender ofi€ $63 per share, and Hillshire Brands commonlstaill be delisted from the New York Sto
Exchange. For additional information regarding pkeading acquisition, see Part I, Item 1, “BusineBsnding Transaction with Tyson”.
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Summary of Results/Outlook

The business highlights for 2014 include the folloyy

EX 99.2

* Net sales for the year were $4.1 billion, an inseeaf $165 million, or 4.2% versus the prior y8dre increase in sales w
driven by favorable mix and pricing actions takemffset input cost inflation, which were partiatiffset by a decline in volume,

as measured in pounds.

* Reported operating income for the year was $80i6on, an increase of $9 million, which was mainlriven by pricing actions
to offset input cost inflation and decreased sajeagral and administrative ("SG&A") costs. Adjustgerating income was
$387 million, an increase of $24 million, or 6.5%eothe prior year, which was driven by decreasBé&./& spending partially

offset by higher input costs.

« Net income from continuing operations attributalélillshire Brands in 2014 was $212 million, or. %1 per share on a dilut
basis, versus $184 million, or $1.49 per share dituged basis in 2013. The increase was primatilyen by higher operating
income and lower tax expense in 2014. On an astadjbasis, net income from continuing operatidtribatable to Hillshire
Brands in 2014 was $224 million or $1.80 per shara diluted basis, versus $212 million, or $1.@2ghare of income in 2013.

e Cash from operating activities was $251 millior2014, a decrease of $2 million. The most sigaiffit driver of the change was
the decrease in deferred income taxes, partialbebby improved working capital management, speadlf/ in inventory and

favorable accounts payable and accrued liabilgfesges.

Fiscal Year 2015 Outlook

The company expects Fiscal 2015 results to be itaddny a number of factors including higher rawenat costs, continued investments in
brand building and innovation and competitive dyi@mThese factors will be partially offset by egfsal savings from the company's

productivity planning.

Review of Consolidated Results

The following tables summarize net sales and opgratcome for 2014 versus 2013, and 2013 versd® 20d certain items that affected the

comparability of these amounts:

2014 Versus 2013

In millions

Net sales

Operating income

Less: Impact of Significant items on operating imeo
Dispositions

Adjusted operating income

2013 Versus 2012

In millions

Net sales

Operating income

Less: Impact of Significant items on operating imeo
Dispositions

Adjusted operating income

Non-GAAP Measures

Dollar Percent
2014 2013 Change Change
4,08t $ 392( $ 165 4.2%
306 $ 297 $ 9 3.C%
(81 (72 9
— 6 (6)
387 $ 36: $ 24 6.5%
Dollar Percent
2013 2012 Change Change
3,92( ¢ 3,95¢ % (38) (1.0%
297 % 7€ % 221 NM
(72) (25%) 182
6 8 2
36: % 32  $ 4C 12.5%

Management measures and reports Hillshire Braimdsidial results in accordance with U.S. generatlgepted accounting principles
("GAAP"). In this report, Hillshire Brands highlighcertain items that have significantly impacteel tompany's financial results and uses
several non-GAAP financial measures to help invsstimderstand the financial impact of these sigaifi items. See the "NdBAAP Financia
Measures" section of this Item for additional imi@tion regarding these financial measures.
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Management believes that these non-GAAP financedsures reflect an additional way of viewing aspe€Hillshire Brands' business that,
when viewed together with Hillshire Brands' finaalaiesults computed in accordance with GAAP, prexdadnore complete understanding of
factors and trends affecting Hillshire Brands' dnital financial performance and projected futuperting results, greater transparency of
underlying profit trends and greater comparabiityesults across periods. These non-GAAP finam@dsures are not intended to be a
substitute for the comparable GAAP measures andldt@ read only in conjunction with our consolethfinancial statements prepared in
accordance with GAAP.

Management also uses certain of these non-GAARdirAmeasures, in conjunction with the GAAP finahmeasures, to understand, manag
and evaluate our businesses, in planning for aret#sting financial results for future periods, asdne factor in determining achievement of
incentive compensation. Two of the eight perfornreameasures under Hillshire Brands' annual incemptiae are adjusted net sales and
adjusted operating income, which are the repomedumts as adjusted for significant items and seltredr charges and gains. Many of the
significant items will recur in future periods; hewver, the amount and frequency of each signifitan varies from period to period.

Net Sales

Net sales in 2014 were $4.1 hillion, an increas®1@5 million, or 4.2% over the comparable 2013qukrAcquisitions during fiscal year 20:
increased net sales by $20 million. The remainimggase in net sales was driven by favorable milxpaiting actions taken to offset input cost
inflation, which were partially offset by a declimevolume and lower commodity meat sales.

Net sales in 2013 were $3.9 billion, a decreask38fmillion, or 1.0% over the comparable 2012 pridet sales were impacted
dispositions after the beginning of 2012, whichueetl net sales by $55 million. Adjusted net salessiased $17 million, or 0.4% due to a
1.4% increase in volumes, which were only partiaffiget by an unfavorable shift in sales mix andipg actions in response to lower
commodity costs. Sales were negatively impacted tmaterial one-time reduction in inventory levedédnby a large retail customer in the
fourth quarter of 2013 and issues with the lunchrpaakaging transition.

Operating Income

Operating income increased by $9 million in 2014rathe comparable 2013 period. The year-over-yegimmpact of the change in significant
items and business dispositions identified in trezeding table of consolidated results increasedatimg income by $15 million. As a result,
adjusted operating income increased $24 millior§.6%, driven primarily by higher sales and low&&3\ expense partially offset by
increased input costs.

Operating income decreased by $221 million in 2604 the comparable 2012 period. The year-over-geaimpact of the change in
significant items and the business dispositionatifled in the preceding table of consolidated hessdecreased operating income by $181
million. As a result, adjusted operating incomeadased $40 million, or 12.5% due to a significaetlohe in general corporate expense,
excluding significant items, lower commodity cos&t of pricing actions and higher volumes, pastialffset by increased investments in me
advertising and promotion ("MAP") spending.

Gross Margin

The gross margin, which represents net sales tsto€ sales, increased by $3 million in 2014 dhercomparable 2013 period. The increase
was driven by pricing actions and favorable sales partially offset by lower volumes and increaseglut costs.

The gross margin percentage decreased from 29.&%ili8 to 28.5% in 2014. The decrease was primdrilyen by increased input costs,
partially offset by pricing actions and favorabédes mix.

The gross margin increased by $61 million in 20¢8rdhe comparable 2012 period. The increase wasrdby the impact of lower
commodity costs and the benefits of cost savirtipiiies. These were only partially offset by a aige shift in sales mix, higher bakery
manufacturing costs and the generally weak econoomditions in the foodservice category.

The gross margin percentage increased from 27.8018 to 29.6% in 2013 due to gross margin pergenitacreases in the Retail segment.
The gross margin percentage was positively impaayddwer commodity costs partially offset by higtakery manufacturing costs.
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Selling, General and Administrative Expenses

EX 99.2

In millions 2014 2013 2012
SG&A expenses in the business segment results

Media advertising and promotion $ 151 % 174  $ 13€
Other 58E 597 594
Total business segments 73€ 771 73C
Amortization of identifiable intangibles 5 4 4
General corporate expenses 10¢€ 81 19t
Mark-to-market derivative (gains)/losses 2 @ 1
Total SG&A $ 84t 85t $ 93(

Total SG&A expenses reported in 2014 by the busisegments decreased by $35 million, or 4.6%, sdfsicomparable 2013 period
primarily due to lower MAP spending.

Unallocated general corporate expenses increas&@®ynillion in 2014 over the comparable prior ypariod primarily due to increased
spending on efficiency programs and deal costs.

Total SG&A expenses reported in 2013 by the busisegments increased by $41 million, or 5.6%, \&etise comparable 2012 period
primarily due to higher MAP spending.

Unallocated general corporate expenses decreasgtilidgymillion in 2013 over the comparable priorrypariod due to a $86 million decrease
in charges related to restructuring actions, dostsrred in conjunction with the spin-off and otlsggnificant items as well as the favorable
impact of headcount reductions, lower benefit @apenses and a reduction in information technotmxpfs.

As previously noted, reported SG&A reflects amourtgnized for restructuring actions, spin-ofaitetl costs and other significant amounts.
These amounts include the following:

In millions 2014 2013 2012

Restructuring/spin-off costs $ 45 3 57 $ 137
Gain on HBI tax settlement — — (15
Litigation accrual — — 11
Pension curtailments/settlements (@D} 5 1
Foreign tax indemnification charge — (10) (©)]
Workers' compensation deposit adjustment — ) —
Deal costs 21 — —
Other 3 — 1
Total $ 68 $ 45 3 132

Additional information regarding the restructuriagd spin-off related costs can be found in NotdERit, Disposal and Restructuring Activiti

Exit Activities, Asset and Business Dispositions

Exit activities, asset and business dispositiorsaarfollows:

In millions 2014 2013 2012
Charges for exit activities

Severance $ 13 % 3 3 27
Exit of leases and other contractual obligations 1 12 54
Business disposition gains — (6) —
Total $ 14 $ 9 3 81

The net charges in 2014 are $5 million higher tieencomparable 2013 period as a result of highegraace costs, partially offset by lower

lease and contractual obligation exit costs.
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The net charges in 2013 are $72 million lower tthencomparable 2012 period as a result of loweersace and lease and contractual
obligation exit costs. The 2012 charges were irzliin conjunction with the spin-off.

I mpairment Charges

The company did not incur impairment charges in/20i 2013, the company recognized a $1 millionamment charge, which related to the
writedown of machinery and equipment associatet thi¢ Retail segment that was determined to nogiohgve any future use by the
company. In 2012, the company recognized a $14omilmpairment charge, which related to the writedmf computer software which was
no longer in use. The charge was recognized a®pgeneral corporate expenses.

Additional details regarding these impairment cleargre discussed in Note 4 - Impairment Charges.

Net | nterest Expense

Net interest expense of $39 million in 2014 wasriion lower than the comparable prior year peridtis was due to a $2 million increase
interest income from short-term investments. Ntgrgst expense of $41 million in 2013 was $31 onlliower than the comparable 2012
period. This was due to a decline in interest egpeas a result of the repayment of approximatelilidn of debt during 2012 primarily usir
proceeds from the completed business dispositasgiell as the transfer of $650 million of debDEMB as part of the spin-off.

Debt Extinguishment Costs

In 2012, the company completed a cash tender fwffe$3348 million of its 6.125% Notes due Novemb6B2 and $122 million of its 4.10%
Notes due 2020 and it redeemed all of its 3.875%&due 2013, with an aggregate principal amouf66D million, and recognized $.
million of charges associated with the early extisgment of this debt.

Income Tax Expense

The effective tax rate on continuing operation20i4, 2013 and 2012 was impacted by a number offigignt items that are shown in the

reconciliation of the company's effective tax rate¢he U.S. statutory rate in Note 18 - Income Baxalditional information regarding income
taxes can be found in "Critical Accounting Estingdteithin Management's Discussion and Analysis.

In millions 2014 2013 2012
Continuing operations

Income (loss) before income taxes $ 267 % 256 % (35)
Income tax expense (benefit) 55 72 (15)
Effective tax rates 20.5% 28.1% (44.29%

2014 versus 2013 2014, the company recognized a tax expenseofairmiing operations of $55 million, or an effeetitax rate of 20.5%,
compared to tax expense of $72 million, or an ¢iffedax rate of 28.1%, in 2013. The tax rate id2®as primarily impacted by a $44 million
tax benefit for the release of a valuation alloveann state deferred tax assets, primarily relatetet operating loss and credit carryovers that
became more-likely-than not realizable during thary See the tax rate reconciliation table in N&e Income Taxes for additional
information.

2013 versus 201m 2013, the company recognized tax expense orineong) operations of $72 million, or an effectiaxtrate of 28.1%,
compared to a tax benefit of $15 million, or areefive tax rate of 44.2%, in 2012. The tax rat20t3 was impacted by contingent tax
obligations, deductions associated with domesticpction activities, non-taxable indemnificatiomegments, employee benefit deductions
and tax provision adjustments. See the tax ratn@liation table in Note 18 - Income Taxes for diddal information.

Income (Loss) from Continuing Operations and Diluted Earnings Per Share (EPS) from Continuing Operations

Income from continuing operations in 2014 was $@&ifHion, an increase of $28 million over the comgale prior year period. The
improvement was primarily due to decreased SG&Aiandme tax expense (benefit), partially offsetifgreased net charges for exit
activities, asset and business dispositions.

Income from continuing operations in 2013 was $idf#ion, an increase of $204 million over the comgdae prior year period. The
improvement was due to a $165 million decreasestrafter tax charges incurred in conjunction wité spineff, restructuring actions and otl
significant items.
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Diluted EPS from continuing operations was $1.72004, $1.49 in 2013 and a loss of $0.16 in 20kjusted diluted EPS was $1.80 in 2014,
$1.72in 2013 and $1.45 in 2012. The diluted EBSfcontinuing operations in the current year isaunfably impacted by higher average
shares outstanding primarily as a result of thease of stock options and increase in averageeghréce.

Discontinued Operations
The results of the company's North American FreaskeBy, Refrigerated Dough and Foodservice Bevelbagaesses and the International

Coffee and Tea, Household and Body Care and Eunope@ Australian Bakery businesses, which have bkessified as discontinued
operations, are summarized below. See Note 1 -rdlafuOperations and Basis of Presentation fortautdil information.

In millions 2014 2013 2012

Net sales $ —  $ 80 $ 5,36t
Income (loss) from discontinued operations befoo®ine taxes $ 2 % 7 % (140
Income tax (expense) benefit on income from disoolet operations D 8 60:S
Gain on disposition of discontinued operations befocome taxes — 68 772
Income tax expense on disposition of discontinysetations — (15) (367)
Net income from discontinued operations $ 1 3 68 $ 86¢

Net Sales and Income (Loss) from Discontinued Qjuera before Income TaxThere were no net sales for discontinued operatio@814.

Net sales for discontinued operations were $80aniih 2013, compared to $5.4 billion in 2012. Hea-over-year change was due to the
completion of the disposition of most of the busses that were part of the discontinued operapidns to the end of 2012. The net sales in
2013 all relate to the Australian Bakery operatjomsich were disposed of in February 2013. Incoroefdiscontinued operations was $1
million in 2014, a decline of $67 million over taemparable 2013 period as a result of the compietfdhe disposition of most of the
businesses that were part of discontinued opematiime operating results reported in 2013 relatbecAustralian Bakery operations, as wel
adjustments of prior year tax provision estimatdated to the business dispositions completed 2 2thcome from discontinued operations in
2013 was $68 million, a decrease of $800 milliompared to 2012. The decrease was again drivenebgatmpletion of the disposition of me

of the businesses that were part of discontinuedatipns. The year-over-year change was also iragdmt the nonrecurrence of significant
impairment charges and tax benefits that were mdzed in 2012, as discussed in more detail below.

Gain on Sale of Discontinued OperatioHsere were no gains on the sale of discontinuedatipas in 2014. In 2013, the company completed
the disposition of the Australian Bakery business @ecognized a pretax gain of $56 million ($42lionl after tax), as well as gains related to
final purchase price adjustment associated witi\ibikh American Fresh Bakery operation, a gainhendale of manufacturing facilities rela

to the sale of the North American Foodservice Bageroperations and adjustments to the prior yegsrtavision estimates associated with
previous business dispositions. In 2012, the compampleted the disposition of the Fresh Bakerydservice Beverage and Refrigerated
Dough businesses in North America as well as threfigan Bakery businesses in Spain and Franceoltcaimpleted the disposition of the
remainder of the businesses that comprised theédhols and Body Care business, primarily the Nomspean Insecticides business and
portions of the Air Care and Shoe Care busine$secognized a pretax gain of $772 million ($408lion after tax) on the disposition of the
businesses in 2012. The tax provision on the dispoof the Refrigerated Dough business was neghtimpacted by a book/tax basis
difference related to $254 million of goodwill thatnot deductible for tax purposes. Further detafarding these transactions are included ir
Note 5- Discontinued Operations.

Consolidated Net I ncome and Diluted Earnings Per Share (EPS)

The consolidated net income and related dilutediegs per share includes the results of both caimtgnand discontinued operations - see the
Consolidated Statements of Income in this reparaétitional information. Net income was $213 roifliin 2014, a decrease of $39 million
over the comparable prior year period. The decreaseprimarily driven by increased input coststiplly offset by lower SG&A and Income
tax expense (benefit).

Net income was $252 million in 2013, a decreas#5®6 million over the comparable prior year peribde decrease in net income v
primarily due to a $800 million decline in the réswassociated with discontinued operations, prtidfset by a $204 million increase in
results associated with continuing operations nptediously.

The net income attributable to Hillshire Brands \#243 million in 2014, $252 million in 2013 and $dhillion in 2012.
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Diluted EPS were $1.72 in 2014, $2.04 in 2013 and%in 2012. The decrease in EPS is primarilyrdsalt of the change in net income from
discontinued businesses. Further, the diluted E®8 €ontinuing operations in the current year ifauarably impacted by higher average
shares outstanding primarily as a result of thease of stock options and increase in averageeghréce.
Operating Results by Business Segment

The company's structure is currently organized mddwo business segments, which are described below

Retailsells a variety of packaged meat and frozen baerglucts to retail customers in North America.lsbancludes gourmet artisanal
sausage, salami and jerky products.

Foodservice/Othesells a variety of meat and bakery products to $eodce customers in North America such as braaelftbodservice
distributors, restaurants, hospitals and otheelamgtitutions. This segment also includes salegltefor the commodity pork and turkey
businesses as well as the former Senseo cofferdsssin the United States that was exited in Maod®.

The following is a summary of results by businesgnsent:

In millions 2014 2013 2012
Sales
Retail $ 299 % 2,892 % 2,88¢
Foodservice/Other 1,09: 1,02¢ 1,02t
4,08t 3,92( 3,90¢
Impact of businesses exited/disposed — — 55
Intersegment — — (6)
Total $ 4,08 $ 392C $ 3,95¢

The following tables summarize the components effrcentage change in net sales as compared podhgear:

Net Sales
2014 versus 2013 Volumes + Price/Mix + Acquisitions  + Disposition = Change
Retail 1.1)% 3.8% 0.7% — % 3.4%
Foodservice/Other (3.% 10.2% —% — % 6.€ %
Total business segments (2.0% 57% 0.5% — % 4.2%

Net Sales
2013 versus 2012 Volumes + Price/Mix + Acquisitions Disposition = Change
Retail (0.1)% 0.4% —% — % 0.3%
Foodservice/Other 45% (4.9% —% — % 0.1%
Total business segments 1.4% (1.0% —% 1.49% (1.0%

Operating segment income, which excludes the imglasignificant items and business dispositionsl imeome from continuing operations
before income taxes for 2014, 2013 and 2012 afellasvs:

In millions 2014 2013 2012
Income from continuing operations before income tags

Retail $ 33¢ $ 32¢ 8 31z
Foodservice/Other 87 75 79
Total operating segment income 42€ 404 392
General corporate expenses (38) (36) (64)
Mark-to-market derivative gains/(losses) 4 (@D} Q)
Amortization of intangibles 5) 4 4
Significant items (81) (72 (255)
Impact of businesses exited/disposed — 6 8
Total operating income 30¢€ 297 7€
Interest expense, net (39 (42) (72
Debt extinguishment costs — — (39

Income (loss) from continuing operations beforeme taxes $ 267 $ 25€ $ (35)
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A discussion of each business segment's salespndtmmg segment income is presented on the faligwages. The change in volumes for
each business segment excludes the impact of @tmpssand dispositions.

General corporate expenses, which are not allo¢atdte individual business segments, were $38aniih 2014, an increase of $2 million
over the prior year primarily due to increased liepéan, stock based compensation and medicalresgeewhich were partially offset by the
positive impact of foreign exchange rates. Genewgborate expenses were $36 million in 2013, aedeser of $28 million over the prior year
primarily due to a reduction in stock based comp#os expenses, the impact of headcount reducéindsa reduction in information
technology costs.

The company uses derivative financial instrumemtmi&nage its exposure to commodity prices. A conitpaeérivative not declared a hedge
accordance with the accounting rules is accourgedrider mark-to-market accounting with changesiinvalue recorded in the Consolidated
Statements of Income. The company excludes thasalied mark-to-market gains and losses from gerating segment results until such
time that the exposure being hedged affects tharegs of the business segment. At that time, tlmeutative gain or loss previously reportec
mark-to-market derivative gains/(losses) for thevdgive instrument will be reclassified into thediness segment's results.

The unrealized mark-to-market gain/loss incurrec¢@mmodity derivative contracts was a gain of $#iomi in 2014 as compared to a loss of
$1 million in 2013 and a loss of $1 million in 20Ihe unrealized mark-to-market gains and lossepamarily related to commodity
derivative contracts.

The amortization of intangibles in the table redat® acquired trademarks and customer relationshigees not include software amortization,
a portion of which is recognized in the earningshef segments and a portion of which is recogniepart of general corporate expenses.

Retail

Dollar Percent Dollar Percent
In millions 2014 2013 Change Change 2013 2012 Change Change
Net sales $ 2992 $ 289 $ 98 34% $ 2894 $ 288 $ 10 0.3%
Operating segment income $ 33 $ 32¢ % 1C 29% $ 32¢ $ 31t % 16 5.5%

2014 versus 201Ret sales increased by $98 million, or 3.4%, asipgiand a favorable shift in sales mix were phytiaffset by declines in
volume. Volumes declined 1.1% as volume increasedifnmy Dearbreakfast sandwiches aAilellsspecialty sausages were offset by
volume declines foBall Parkhot dogs, deli meats and frozen sweet goods.

Operating segment income increased $10 millior2.@%. The increase was due to the impact of pridagprable mix, and cost actions
partially offset by higher input costs and declinesolumes.

2013 versus 201Ret sales increased by $10 million, or 0.3%, dua favorable shift in sales mix partially offset fwjce decreases in an
environment of lower commodity costs and slightiwér volumes. Volumes declined 0.1%, as volumeciases fodimmy Dearbreakfast
sandwiches and sausages Aidkllsspecialty sausages were offset by a one-time rahtdrange in the fourth quarter inventory levelksl Hy
a large retail customer, softnesditishire Farmlunchmeat and declining volumes all Park hot dogs, sweet goods, aBdra Leedeli
meats.

Operating segment income increased $16 millio,. 5%. The increase was due to lower commoditiets gt of pricing actions and a
favorable shift in sales mix, which was partialfjset by increased manufacturing and SG&A expendds? investment increases were driven
by higher spending behind certain core brands amdproducts, notably with respectlimmmy DearandBall Park.

Foodservice/Other

Dollar Percent Dollar Percent
In millions 2014 2013 Change Change 2013 2012 Change Change
Net sales $ 1,09 $ 1,026 $ 67 6.6 $ 1,02¢ $ 1,028 $ 1 0.1%
Operating segment income $ 87 $ 7% 12 16.% $ 7% % 7€ % 4) (5.0%

2014 versus 201Ret sales increased by $67 million, or 6.6%, dugrtcing and favorable sales mix which were pdstiaffset by a decrease
in volume. Overall volumes decreased 3.6% primatilyen by decreased commodity meat sales as & ofsmproved internal utilization.
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Operating segment income increased by $12 milbord,6.3%. The increase was primarily driven byipgefavorable mix and expense
management which was partially offset by increaspdt costs and lower volume.

2013 versus 201Ret sales increased by $1 million, or 0.1%. Thefakle impact of higher volumes was mostly offseaih unfavorable shift
in sales mix and negative pricing actions in respadio lower commodity costs. Volumes increased 4aS%igher volumes for processed meat
and commodity meat products were only partialiseffby lower bakery volumes due to the continuedkvezonomic conditions.

Operating segment income decreased by $4 millio,0%0. The decrease was primarily driven by amworfable shift in sales mix and
investments in bakery plant improvements partiaffget by increased volumes and lower commodityscdacreased investments in MAP
were offset by lower SG&A costs.

Financial Condition

The company's cash flow statements include amaoatated to discontinued operations through the datiésposal. The discontinued
operations had an impact on the cash flows frommatjpey, investing and financing activities in edidtal year.

Cash from Operating Activities

The net cash from operating activities generateddnfinuing and discontinued operations is sumredrin the following table:

2014 2013 2012
Net cash from operating activities
Continuing operations $ 25C % 242 % 127
Discontinued operations 1 10 122
Total $ 251 $ 253 $ 24¢

2014 versus 201Bash from operating activities was $251 millior2014, a decrease of $2 million. The most significkiver of the change
was a $102 million increase in working capital mgeraent, specifically in inventory and favorable@guts payable and accrued liabilities
changes, partially offset by a $99 million decreiasgeferred income taxes. Discontinued operatietated to the Australian bakery operations
generated $1 million of cash in 2014 and $10 nmilld cash in 2013.

2013 versus 201Phe increase in cash from operating activitiesdbffillion in 2013 was due to a $410 million deceeascash paid for
restructuring actions, a $205 million decreaseeingion contributions, and a $194 million decreaseash taxes paid, as well as improved
operating results on an adjusted basis. Thesedasesan cash generated from operations were dffsite completion of business dispositions
in the prior fiscal year as well as an increaseaish used to fund operating activities.

Cash used in I nvesting Activities

The net cash used in investing activities generayecbntinuing and discontinued operations is sunred in the following table:

2014 2013 2012
Net cash used in investing activities
Continuing operations $ (33) $ 127y $ (15%)
Discontinued operations — 86 (36¢)
Total $ (33) ¢ 41 3 (521)

2014 versus 201m 2014, $335 million of cash was used in investagvities compared to $41 million in 2013. Theagever-year increase is
primarily due to a net $91 million increase in ti@sh used to invest in short-term commercial papdrcorporate note investments and $200
million in acquisitions of businesses.

The company made two acquisitions during 2014 tithér broaden its product offerings and to fad#itaxtension into additional categories.
On September 6, 2013, the Retail segment acqui@¥lof the common stock of Formosa Meat Comparny,(IiGolden Island”) for $35
million. On May 15, 2014, the Retail segment aceiit00% of the capital stock of Healthy Frozen Fdiod (“Van's”)for approximately $16
million, net of cash acquired.
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2013 versus 201h 2013, $41 million of cash was used in investiatjvities compared with $521 million in 2012. Téhecrease in cash used
was primarily due to a $179 million decrease irhgaaid for property and equipment, a $183 milli@clthe in cash paid for software and othel
intangibles and a $124 million increase in net gasiteeds received related to business dispositions

The company spent $135 million in 2013 for the pase of property and equipment as compared to $@81idn in 2012, which included $15
million related to discontinued operations. Theryeeer-year decline related to continuing operatiaras due primarily to the higher
expenditures in 2012 related to expanded meat ptimsiucapacity.

The cash paid for the purchase of software and attengibles declined by $183 million as the pgear included a $153 million payment to
acquire the remaining ownership interest in thesBercoffee trademark, which was subsequently tearesf to DEMB as part of the spin-off.

The company received $96 million on the dispositibbusinesses in 2013, of which approximately 8on (82 million AUD) was receive
upon the disposition of its Australian bakery besm In 2012, business dispositions resulted it ase of cash of $28 million as the $2.033
billion of cash received from various business dssfons was offset by $2.061 billion of cash tfan®d as part of the spin-off. The $30
million of expenditures for business acquisition2012 related to beverage companies that wereequbatly transferred to DEMB as part of
the spin-off.

Cash used in Financing Activities

The net cash used in financing activities is dpditween continuing and discontinued operationslsifs:

2014 2013 2012
Net cash used in financing activities
Continuing operations $ 79 ¢ 50 % 184
Discontinued operations @ (95) (1,530
Total $ 80 ¢ 45 $ (1,346

The cash used in the financing activities of thezdntinued operations primarily represents theraasfers of cash with the corporate office as
most of the cash of these businesses has beemegtts a corporate asset, with the exception afakke related to the International Coffee and
Tea business, which was transferred as part cfgheoff.

2014 versus 201Bhe cash used in financing activities in 2014 iased by $35 million when compared to the prior yeanarily due to a $34
million year over year increase in dividend payrseg well as $30 million for the repurchases of mam stock. This activity is partially offset
by a $26 million decrease in repayment of debtdariatives. The majority of the $20 million repagmt of debt in 2014 represents 10% Zero
Coupon Note payments, the face value of which vi&srfillion.

In 2014, the company recognized a $13 million walidbix benefit related to stock compensation ttaturs when compensation cost from nor
qualified share-based compensation recognizeagfoptirposes exceeds compensation cost from eqastgebcompensation recognized in the
financial statements. This tax benefit increasddcash provided by financing activities.

The company paid $80 million of dividends durindl2@Gs compared to $46 million in 2013.

2013 versus 201Phe cash used in financing activities in 2013 dased by $1.301 billion over the prior year driveimarily by $1.164 billior
in net debt repayments in 2012 and a year-over-geerease in dividends paid of $225 million, pdlstiaffset by a decrease in cash received
related to common stock issuances. In 2013, thepaagnpaid approximately $40 million upon the set#éat of two cross currency swaps
maturing in June 2013 that were associated wittaiteforeign denominated debt instruments. In 2812,company repaid $348 million of its
6.125% Notes due November 2032 and $122 millioitsof.10% Notes due 2020 as part of a tender dffatso redeemed all of its 3.875%
Notes due 2013, which had an aggregate principalatrof $500 million. The company also repaid $&dllion of long-term debt and
derivatives, which included the payment of $15@imilrelated to derivatives associated with thibtdand $204 million of debt with maturiti
less than 90 days. The company utilized cash od had new borrowings to repay this debt. The comjssued $851 million of new
borrowings in 2012, which included a note purcheg®ement with a group of institutional investa@iated to the private placement of $650
million aggregate principal amount of indebtedn&ys.June 28, 2012, the company transferred itgatiin under the private placement debt
as part of the spin-off.

Additionally, in 2012 the company recognized a #iibion windfall tax benefit related to stock compsation that occurs when compensation
cost from non-qualified share-based compensatioogrized for tax purposes exceeds compensatiorfronstequity-based compensation
recognized in the financial statements. This tanefieincreased net cash provided by financingvias.
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Dividends paid during 2013 were $46 million as canggol to $271 million in 2012. The dividends pai®013 represent the first three quart
dividends of Hillshire Brands.

Cash from stock issuances totaled $47 million ih®6ompared to $84 million in 2012, driven primably stock award activity.

Liquidity

Cash and Equivalents, Short-Term I nvestments and Cash Flow

At the end of 2014, the company's cash and equitsalealance was $236 million, which was primarigchin bank demand deposit accounts.
Dividends

The quarterly dividend amounts paid in 2014 werd 80 per share, or $0.70 on an annualized basesMerger Agreement with Tyson
restricts our ability to pay dividends other thagular quarterly cash dividends in the ordinaryrsewf business consistent with past practice
not exceeding $0.175 per share. The amount of atnyef dividends will be determined by the compaBgard of Directors, subject to the
terms of the Merger Agreement, and is not guarantee

Business Dispositionsin 2013

In February 2013, the company closed on the sals élustralian bakery business to McCain Foods3fbmillion AUD (approximately $85
million U.S. dollars). Also included in the traniao were the license rights to certain intelletu@perty used by the Australian bakery
business in the Asia-Pacific region.

Business Dispositionsin 2012

In September 2011, the company closed on the §#@keNorth American refrigerated dough businesR#&bcorp for $545 million. In Novemb
2011, the company closed on the sale of its NortteAcan fresh bakery business to Grupo Bimbo f@9$illion, which included the
assumption of $34 million of debt. In December 2Gh& company closed on the sale of its North Acaerifood service beverage operatior
J. M. Smucker for $350 million. In August 2011, g@mpany also made the decision to divest its Spavakery business to Grupo Bimbo for
€115 million and closed on this sale in the secamatigr of 2012. The company also divested its Freafrigerated dough business for €115
million and closed on this deal in the third quadg2012. The company closed on the divestitureesfain of the international household and
body care businesses during 2012 and received guiead approximately $117 million.

Spin-off/Special Dividend

In 2012, immediately after the spaff, DEMB paid a $3.00 per share special dividemlich totaled $1.8 billion, to the company's shatdérs
who received shares of the spun-off business.

Share Repurchases

As of June 28, 2014, approximately $1.2 billion &vauthorized for share repurchase by the boar@extdrs, in addition to a 2.7 million share
authorization remaining under a prior share repasetprogram, after adjusting for the 1-for-5 resestock split in June 2012. In August 2013,
the company announced that it was targeting repseshof approximately $200 million of shares oEdgmmon stock over the next two fiscal
years under its p-existing stock repurchase authorizations. The tinoihthe share buybacks would depend, in part,usrsbare price, the st¢
of the financial markets and other factors. Du28d.4, the company repurchased 0.9 million sharascast of $30 million. The company does
not currently expect to repurchase additional shargler its repurchase programs.

11




EX 99.2
Debt

The total debt outstanding at June 28, 2014 is $3ibn, a decrease of $7 million over the pri@ay as result of the repayments of zero
coupon note debt. The company's long-term debtvivaglly 100% fixed-rate debt as of June 28, 2@hd June 29, 2013.

The debt is due to be repaid as follows: $105 arilin 2015, $400 million in 2016, nil in 2017, MI2018, $1 million in 2019 and $438 millic
thereafter. The debt obligations are expected tealtisfied with cash on hand, cash from operatatiyities or with additional borrowings.

From time to time, the company opportunisticallyymapurchase or retire its outstanding debt throzagh purchases and/or exchanges for
equity securities, in open market purchases, piyategotiated transactions or otherwise. Suchrodyases or exchanges, if any, will depen
prevailing market conditions, the company's ligyidequirements, contractual restrictions and othetors. The amounts involved could be
material.

Pension Plans

As shown in Note 16 - Defined Benefit Pension PJlams funded status of the company's defined bepefision plans is defined as the amoun
the projected benefit obligation exceeds the ptsets. The funded status of the plans for totaiimeimg operations is an underfunded positior
of $120 million at the end of fiscal 2014 as congghbio an underfunded position of $123 million & émd of fiscal 2013.

The company expects to contribute approximatelyn@ion of cash to its pension plans in 2015 as pamd to approximately $9 million in
2014 and $8 million in 2013. The contribution amisuare for pension plans of continuing operatiard gension plans where the company ha
agreed to retain the pension liability after certaiisiness dispositions were completed. The exacuat of cash contributions made to pensiot
plans in any year is dependent upon a number @riadncluding minimum funding requirements. Aseault, the actual funding in 2015 may
be materially different from the estimate.

The company participates in one multi-employer pemplan (MEPP) that provided retirement benefitsértain employees covered by
collective bargaining agreements. Participating legrgrs in a MEPP are jointly responsible for angrpunderfunding. MEPP contributions are
established by the applicable collective bargairiggeements; however, the MEPPs may impose inaeasgribution rates and surcharges
based on the funded status of the plan and thegiwog of the Pension Protection Act of 2006 (PP PPA imposes minimum funding
requirements on the plans. Plans that fail to megtin funding standards as defined by the PPAategorized as being either in a critical or
endangered status. The company has received tiositthe plan to which it contributes has beengtesied in critical status. The trustees of
critical status multi-employer plans must adopglaabilitation or funding improvement plan desigt@improve the plan's funding within a
prescribed period of time. Rehabilitation and fumgdimprovement plans may include increased emplogetributions, reductions in benefits
or a combination of the two. Unless otherwise agjiggon, any requirement to increase employer dmuttdns will not take effect until the
current collective bargaining agreements expirenvéier, a five percent surcharge for the initialicall year (increasing to ten percent for the
following and subsequent years) is imposed on gmritons to plans in critical status and remainefiiect until the bargaining parties agree on
modifications consistent with the rehabilitatiomupladopted by the trustees. In addition, the faitifra plan to meet funding improvement
targets provided in its rehabilitation or fundimggrovement plan could result in the imposition wfexcise tax on contributing employers.

Under current law regarding multimployer pension plans, a withdrawal or partiahditiwal from any plan that was underfunded wouldies
the company liable for its proportionate sharehat uinderfunding. This potential unfunded pensiability also applies ratably to other
contributing employers. Information regarding urideding is generally not provided by plan admirssiirs and trustees on a current basis an
when provided, is difficult to independently validaAny public information available relative to Hinemployer pension plans may be dated a
well. In the event that a withdrawal or partial dtawal was to occur with respect to the MEPP ta@iwvthe company makes contributions, the
impact to the consolidated financial statementdccba material. Withdrawal liability triggers couilaclude the company's decision to close a
plant or the dissolution of a collective bargainungt.

The company's regularly scheduled contributionglEPPs related to continuing operations totaled aaprately $1 million in 2014, $1
million in 2013 and $2 million in 2012. For conting operations, the company incurred withdrawdlilifes of nil in 2014 and 2013 and $3
million in 2012.
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Cost Savings I nitiatives

The company has a number of initiatives that apeeted to deliver significant savings by 2016. Thst savings are expected to result from
improved revenue management, supply chain and supmmzesses. The company expects to achieve Hegsaargets previously disclosed
2014, there were approximately $43 million of cakhrges related to these cost saving initiatives.

Repatriation of Foreign Earnings and I ncome Taxes

The company intends to permanently reinvest alisofarnings from continuing operations outsidéhefU.S. and, therefore, has not recogr
U.S. tax expense on these earnings. Subsequedl®) there is not a significant amount of incomeegated outside of the U.S. and thus U.S.
federal income tax and withholding tax on theseifpr unremitted earnings would be immaterial. I1A2ahe discontinued operations of the
international coffee and tea business recogniz&dbhillion of expense for repatriating a portidr26012 and prior year foreign earnings to
U.S. In addition, the company recognized $25 millid tax expense in 2012 related to the repatnaticthe proceeds on the sale of the
insecticides business.

In the third quarter of 2010, the company establish deferred tax liability in anticipation of trepatriation of foreign earnings required to
satisfy commitments to shareholders. This defdiedility was subsequently updated each quartg@rraseeds of nottS divestments and ott
cash movements were realized. As a consequenbe spin-off of the international coffee and teaihess, the repatriation of unremitted
earnings was no longer required. As such, in 28&@Zbmpany released approximately $623 millionedéded tax liabilities on its balance
sheet with a corresponding reduction in the taxeagp of the discontinued international coffee aadiusiness.

Credit Facilities and Ratings

The company has a $750 million credit facility teapires in June 2017. The $750 million creditifgchas an annual fee of 0.15% as of

June 28, 2014 and pricing under this facility isdzhon the company's current credit rating. At 2812014, the company did not have any
borrowings outstanding under this facility butiid thave approximately $3 million of letters of citeautstanding under this credit facility. In
addition, in the first quarter of 2014, the compamyered into a $65 million uncommitted bilateedtér of credit facility agreement. Under the
terms of the agreement, there is no annual fethéofacility and the company is subject to an ahimiarest rate of 0.85% on issuances. As 0
June 28, 2014, the company had letters of cretiling $42 million outstanding under this facility.

The company's debt agreements and credit faciityain customary representations, warranties andtewf default, as well as affirmative,
negative and financial covenants with which the pany is in compliance. One financial covenant idelia requirement to maintain an
interest coverage ratio of not less than 2.0 toTh@ interest coverage ratio is based on the @diti€BIT to consolidated net interest expense
with consolidated EBIT equal to net income plugiast expense, income tax expense, and extraoydinaion-recurring non-cash charges an
gains. For the 12 months ended June 28, 2014 otheany's interest coverage ratio was 9.1 to 1.0.

The financial covenants also include a requiren@maintain a leverage ratio of not more than 8.5.0. The leverage ratio is based on the
ratio of consolidated total indebtedness to ansidficonsolidated EBITDA. For the 12 months endexk 28, 2014, the leverage ratio was 2.1
to 1.0.

The company's credit ratings by Standard & Pobttmdy's Investors Service and Fitch Ratings, aluok 28, 2014 were as follows:

Senior
Unsecured Short-term
Obligations Borrowings Outlook
Standard & Poor's BBB A-2 Negative
Moody's Baa2 pP-2 Negative
Fitch BB B Evolving

During the fourth quarter of 2014, the companyisglderm and short-term credit ratings were downeggddauoly Fitch from BBB to BB and from
F-2 to B, respectively. The downgrades were dubéacompany’s announced definitive agreement toieedinnacle and the intended
issuance of debt to finance the acquisition. Basethe subsequent termination of the Pinnacle Mekgeeement in the first quarter of 2015,
Fitch upgraded the company’s ratings to BBB and F-2
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Changes in the company's credit ratings resulbanges in the company's borrowing costs. The coypanrrent short-term credit rating
allows it to participate in a commercial paper nearthat has a number of potential investors andtarically high degree of liquidity. A
downgrade of the company's short-term credit ratingld place the company in a commercial paper gtahat would contain significantly
less market liquidity than it operates in with &rrg of A-2, P-2 and 2. This would reduce the amount of commercial paipeicompany coul
issue and raise its commercial paper borrowing. ddst facility does not mature or terminate upameait rating downgrade. See Note 15 -
Financial Instruments for more information. To théent that the company's operating requirements weexceed its ability to issue
commercial paper following a downgrade of its shierin credit rating, the company has the abilityse available credit facilities to satisfy
operating requirements, if necessary.

Off-Balance Sheet Arrangements

The off-balance sheet arrangements that are relalydileely to have a current or future effect o ttompany's financial condition are lease
transactions for facilities, warehouses, officecgpaehicles and machinery and equipment.

Leases

The company has numerous operating leases for metuihg facilities, warehouses, office space, elelsiand machinery and equipment.
Operating lease obligations are scheduled to lkgmfollows: $21 million in 2015, $15 million iM26, $13 million in 2017, $12 million in
2018, $11 million in 2019 and $88 million thereaffEhe company is also contingently liable for agriong-term leases on property operated
by others. These leased properties relate to ndvtainesses that have been sold. The companyuestto be liable for the remaining term:
the leases on these properties in the event thaiviimers of the businesses are unable to satisfie#ise liability. The minimum annual rentals
under these leases are as follows: $8 million ib52énd $1 million in 2016.
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Future Contractual Obligations and Commitments

The company has no material unconditional purclasigations as defined by the accounting principlssociated with the Disclosure of Long
Term Purchase Obligations. The following table aggtes information on the company's contractuagatibns and commitments.

Payments Due by Fiscal Year

In millions Total 2015 2016 2017 2018 2019 Thereafter
Long-term debt $ 944 $ 105 $ 40C % — 3 —  $ 1 3 43¢
Interest on debt obligations 262 32 24 21 21 21 145
Operating lease obligations 16C 21 15 13 12 11 88
Purchase obligatiors 1,47¢ 64¢ 344 222 16¢€ 14 81
Other long-term liabilities 39 — 16 9 4 6 4
Subtotal 2,88: 807 79¢ 26E 20k 53 754
Contingent lease obligatioas 9 8 1 — — — —
Totals $ 289 % 81t $ 80C $ 265 % 20t % 53 % 754
1 Interest obligations on fixed rate debt instrumemescalculated for future periods using stateer@st rates as per the debt terms. See Note 18t m#ruments

for further details on the company's long-term debt

2 Purchase obligations include expenditures to pselgaods and services in the ordinary course afiéss for production and inventory needs (suclaas r
materials, supplies, packaging, manufacturing geearents, storage, distribution and union wage ayeats); capital expenditures; marketing services;
information technology services; and maintenanckather professional services where, as of theo€26014, the company has agreed upon a fixed oinmim
quantity to purchase, a fixed, minimum or varigiiieing arrangement and the approximate delivetg.deuture cash expenditures will vary from the ants
shown in the table above. The company enters imtchase obligations when terms or conditions arerfble or when a long-term commitment is necessary
Many of these arrangements are cancelable afteti@erperiod without a significant penalty. Additally, certain costs of the company are not indilidethe
table since at the end of 2014 an obligation didemést. An example of these includes situationemgtpurchasing decisions for these future periage mot
been made at the end of 2014. Ultimately, the caryipalecisions and cash expenditures to purchase tharious items will be based upon the compaajes
of products, which are driven by consumer demaheé. dmpany's obligations for accounts payable aodiad liabilities recorded on the balance sheetkso
excluded from the table.

3 Represents the projected payment for long-ternililials recorded on the balance sheet for defecmdpensation, restructuring costs, deferred incaaes and
other incentives. The company has employee bevtgfgations consisting of pensions and other ptistraent benefits, including medical; pension and
postretirement obligations, including any contingemounts that may be due related to multi-emplpgaision plans, have been excluded from the table.
discussion of the company's pension and postretinepians, including funding matters, is included\Niotes 16 - Defined Benefit Pension Plans and 17 -
Postretirement Healthcare and Life Insurance PIEms.company's obligations for employee health@ogerty and casualty losses are also excluded thhem
table. Finally, the amount does not include angmess for income taxes because we are unablegorrably predict the ultimate amount or timing dfleeent
of our reserves for income taxes. See Note 18onhecTaxes regarding income taxes for further detail

4 Contingent lease obligations represent leasesapepy operated by others that only become an afidig of the company in the event that the ownéthe
businesses are unable to satisfy the lease liablisignificant portion of these amounts relateteases operated by Coach, Inc. At June 28, 2B&4,0mpany
has not recognized a contingent lease liabilityhenConsolidated Balance Sheets.

5 Contractual commitments and obligations identifiedier the accounting rules associated with accagifitir contingencies are reflected and disclosethen
Consolidated Balance Sheets and in the related.nateounts exclude any tax impact. See Note 18arire Taxes regarding income taxes for further Hetai
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Guarantees

The company is a party to a variety of agreementieuwhich it may be obligated to indemnify a thpatty with respect to certain matters.
Typically, these obligations arise as a resultaftracts entered into by the company under whietcdmpany agrees to indemnify a third pi
against losses arising from a breach of represensaaind covenants related to such matters asditiesets sold, the collectibility of
receivables, specified environmental matters, leléigations assumed and certain tax matters.dh ehthese circumstances, payment by the
company is conditioned on the other party makiltpan pursuant to the procedures specified in thdract. These procedures allow the
company to challenge the other party's claimsdufitaon, the company's obligations under theseeagents may be limited in terms of time
and/or amount, and in some cases the company nvayréeourse against third parties for certain paysmade by the company. It is not
possible to predict the maximum potential amourfutire payments under certain of these agreemeuésto the conditional nature of the
company's obligations and the unique facts andigistances involved in each particular agreemesstokically, payments made by the
company under these agreements have not had aahaté¥ct on the company's business, financiab@gn or results of operations. The
company believes that if it were to incur a losauy of these matters, such loss would not havatanml effect on the company's business,
financial condition or results of operations.

The material guarantees for which the maximum pgakeamount of future payments can be determinadude the company's contingent
liability on leases on property operated by othiked is described above, and the company's guaspfecertain third-party debt. These debt
guarantees require the company to make payments spdcific debt arrangements in the event thathting parties default on their debt
obligations. The maximum potential amount of futpagments that the company could be required tcenrakhe event that these third parties
default on their debt obligations is approximat&®4 million. At the present time, the company doeesbelieve it is probable that any of these
third parties will default on the amount subjecgtarantee.

Non-GAAP Financial Measures

The following is an explanation of the non-GAAPdirtial measures presented in this Annual RepoRoom 10-K. Adjusted net sales
excludes from net sales the impact of businessgdtive been exited or divested for all periodsgmeed. Adjusted operating income exclude:
from operating income the impact of significanhierecognized during the fiscal period and buse®sgited or divested for all periods
presented. It also adjusts for the impact of antma@l week in those fiscal years that includeSad5week. Adjusted Income from Continuing
Operations excludes from income from continuingrapens the impact of significant items relatec¢émtinuing operations recognized in the
fiscal period presented. It does not exclude thasich of businesses that have been exited or diveste does not exclude the impact of
businesses acquired after the start of the fissabgd presented. Adjusted EPS excludes from dil&te8 for continuing operations the impact
of significant items and the 53rd week.

Significant I tems Affecting Comparability

The reported results for 2014, 2013 and 2012 refleunts recognized for restructuring actions @thér significant amounts that impact
comparability.

Significant items are income or charges (and rdlg® impact) that management believes have haghdisant impact on the earnings of the
applicable business segment or on the total comfmartpe period in which the item is recognized aot indicative of the company's core
operating results and affect the comparability mderlying results from period to period. Signifitd@ems may include, but are not limited to:
charges for exit activities; various restructurprggrams; spin-off related costs; impairment chergension partial withdrawal liability
charges; benefit plan curtailment gains and loggast shutdown costs and related insurance rei@s;ateal costs; tax charges on deemed
repatriated earnings; tax costs and benefits iaguitom the disposition of a business; impactaof law changes; changes in tax valuation
allowances; and favorable or unfavorable resolutibopen tax matters based on the finalizatioragfauthority examinations or the expiration
of statutes of limitations.

The impact of the above items on net income andatil earnings per share is summarized on the foltppage.
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Impact of Significant Items on Income from Continuing Operations, Net |ncome and Diluted Earnings Per Share

Year ended June 28, 2014 Year ended June 29, 2013 Year ended June 30, 2012
Diluted Diluted Diluted
Pretax Net EPS Pretax Net EPS Pretax Net EPS
In millions except per share data Impact Income? Impact® Impact Income? Impact! Impact Income? Impact?
Significant items affecting comparability of
income from continuing operations and net
income
Continuing Operations:
Total restructuring actions excluding
accelerated depreciation $ B8 $ @6 $ (0299 $ 489 $ @B $ (025 $ (19 $ (139 $ (1.1¢
Accelerated depreciation (15) 9 (0.07%) (29 (18) (0.1%) (46) (29 (0.29)
Other significant items* (8) 33 0.27 11 21 0.17 (52 (25) (0.21)
Impact of significant items on income (loss)
from continuing operations (81) 12 (0.09) (66) (28) (0.29) (2949) (299 (1.6])
Impact of significant items on income from
discontinued operations** 2 1 0.01 66 57 0.4€ 23 467 3.9C
Impact of using diluted vs. basic shares — — — — — — — — 0.07

Impact of significant items on net income
(loss) $ (79 $ (11) $ @O0y $ — $ 29 $ 02t $ (27) $ 274 $ 2.3€

Impact on income (loss) from continuing
operations before income taxes

Cost of sales $ 1 $ (11 $ (29

Selling, general and administrative expenses  (68) (45) (132

Exit and business dispositions (14) 9 (81)

Impairment charges — (0] (14)

Impact on operating income (81) (66) (255)

Debt extinguishment costs — — 39

Total $ (81 $ (66) $ (299

Diluted earnings per share - continuing

operations

As reported $ 171 $ 1.4¢ $ (0.16)
Less: Impact of significant items (0.09) (0.2%) (1.67)
Adjusted earnings per share $ 1.8C $ 1.7z $ 1.4t

The earnings per share (EPS) impact of individoaants in the table above are rounded to the nebde®l and may not add to the total.
2 Taxes computed at applicable statutory rates.

* Includes impact from tax settlements; tax valuatibowance adjustments; debt extinguishment cosisl costs; impairment charges; plant shutdowrscosd
related insurance recoveries; and benefit plaraitomént/settiement.
b Includes impact from gain on disposition of Non-&pgan Insecticides, North American Foodservice B North American Refrigerated Dough, Fresh

Bakery, and Australian Bakery businesses, impaitroearges, and impact of tax-related matters gooditions.
Critical Accounting Estimates

The company's summary of significant accountingcies is discussed in Note Zummary of Significant Accounting Policies. Theligation
of certain of these policies requires significarttgments or a complex estimation process that ffaat éhe results of operations and financial
position of the company, as well as the relatednfote disclosures. The company bases its estimatésstorical experience and other
assumptions that it believes are most likely tauoctf actual amounts are ultimately different frgmevious estimates, the revisions are
included in the company's results of operationgHerperiod in which the actual amounts become kn@nd, if material, are disclosed in the
financial statements. The disclosures below al¢e situations in which it is reasonably likely thature financial results could be impacted by
changes in these estimates and assumptions. Thedasonably possible refers to an occurrencaghmore than remote but less than prob

in the judgment of management.
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Sales Recognition and I ncentives

Sales are recognized when title and risk of loss pathe customer. Reserves for uncollectible wtiscare based upon historical collection
statistics, current customer information, and oN@@nomic conditions. These estimates are rewiegaeh quarter and adjusted based upon
actual experience. The reserves for uncollectitaldet receivables are disclosed and trade recesvdnke from customers that the company
considers highly leveraged are presented in NoteFiBancial Instruments. The company has a sicguifi number of individual accounts
receivable and a number of factors outside of trepany's control that impact the collectibilityafeceivable. It is reasonably likely that
actual collection experience will vary from the @sptions and estimates made at the end of eaclatiiog period.

The Notes to the Consolidated Financial Statenspesify a variety of sales incentives that the canypoffers to resellers and consumers ¢
products. Measuring the cost of these incentivgsires, in many cases, estimating future custorikzaiion and redemption rates. Historical
data for similar transactions are used in estingatie most likely cost of current incentive progsafhese estimates are reviewed each quart
and adjusted based upon actual experience andataiable information. The company has a significaumber of trade incentive programs
and a number of factors outside of the companyisrabthat impact the ultimate cost of these prawalt is reasonably likely that actual
experience will vary from the assumptions and estit® made at the end of each accounting period.

I nventory Valuation

Inventory is carried on the balance sheet at thveld®f cost or market. Obsolete, damaged and excesstories are carried at net realizable
value. Historical recovery rates, current marketditions, future marketing, sales plans and speilages are key factors used by the compan
in assessing the most likely net realizable valugbsolete, damaged and excess inventory. Theser$amre evaluated at a point in time and
there are inherent uncertainties related to deteénmithe recoverability of inventory. It is reasbhelikely that market factors and other
conditions underlying the valuation of inventoryyr@nange in the future.

I mpairment of Property

Property is tested for recoverability whenever és@n changes in circumstances indicate that ityice value may not be recoverable. Such
events include significant adverse changes in tistnless climate, the impact of significant custofosses, current period operating or cash
flow losses, forecasted continuing losses, or eectilexpectation that an asset group will be dispad before the end of its useful life or spun-
off. Recoverability of property is evaluated byamparison of the carrying amount of an asset atagsup to future net undiscounted cash
flows expected to be generated by the asset or gisag. If these comparisons indicate that antasset recoverable, the impairment loss
recognized is the amount by which the carrying amofithe asset exceeds the estimated fair vallerVén impairment loss is recognized for
assets to be held and used, the adjusted carrgiograt of those assets is depreciated over its rentauseful life. Restoration of a previously
recognized impairment loss is not allowed.

There are inherent uncertainties associated wibetfludgments and estimates and it is reason&bly that impairment charges can change
from period to period. Note 4 - Impairment Chardissloses the impairment charges recognized bgdhgany and the factors which caused
these charges.

Trademarks and Other I dentifiable I ntangible Assets

The primary identifiable intangible assets of tbenpany are trademarks and customer relationshapsirad in business combinations and
computer software. Identifiable intangibles withiti lives are amortized and those with indefitiites are not amortized. The estimated usefu
life of an identifiable intangible asset to the gmany is based upon a number of factors, includiegeffects of demand, competition, expected
changes in distribution channels and the level aiftenance expenditures required to obtain futash dlows. As of June 28, 2014, the net
book value of trademarks and other identifiablamgiible assets was $240 million, of which $196iomillis being amortized. The anticipated
amortization over the next five years is $75 millio

Identifiable intangible assets that are subjeenmrtization are evaluated for impairment usingacess similar to that used to evaluate
elements of property. Identifiable intangible asg®it subject to amortization are assessed forirmpat at least annually, in the fourth quar
and as triggering events may arise. The impairresttfor intangible assets not subject to amoitimatonsists of a comparison of the fair ve
of the intangible asset with its carrying amount.ifgpairment loss is recognized for the amount byctvthe carrying value exceeds the fair
value of the asset. The fair value of the intareydsset is measured using the royalty savings miethanaking this assessment, management
relies on a number of factors to discount anti@ddtiture cash flows including operating resultssibess plans and present value techniques.
Rates used to discount cash flows are dependentinf@est rates and the cost of capital at a poitime.
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There are inherent assumptions and estimates nskxeloping future cash flows requiring managetagatigment in applying these
assumptions and estimates to the analysis of iitiEngsset impairment including projecting revenuetgerest rates, the cost of capital, royalty
rates and tax rates. Many of the factors usedsassing fair value are outside the control of mansmnt and it is reasonably likely that
assumptions and estimates will change in futuredsr These changes can result in future impairsaent

Goodwill

Goodwill is not amortized but is subject to permdssessments of impairment and is discussed furtiNote 3 - Intangible Assets and
Goodwill. Goodwill is assessed for impairment asteannually, in the fourth quarter, and as triggeevents may arise. The recoverability of
goodwill is first evaluated using qualitative factd@o determine if recoverability needs to be ferthssessed using the two-step process. Som
of the factors considered were the overall finaréformance of the business including currentexpkected cash flows, revenues and
earnings; changes in macroeconomic or industryitiond; changes in cost factors such as raw médeaiad labor; and changes in
management, strategy or customers. If, after asgetee totality of events or circumstances, aftgdetermines that it is not more likely than
not that the fair value is less than the carryingant, then the two-step process of impairmeningss unnecessary. However, if the
gualitative assessment discussed above indicaethétre may be a possible impairment then thediep of the goodwill impairment test is
required to be performed.

The first step involves a comparison of the falueaof a reporting unit with its carrying value thfe carrying value of the reporting unit exce
its fair value, the second step of the processh@ga comparison of the implied fair value andydag value of the goodwill of that reporting
unit. If the carrying value of the goodwill of gp@rting unit exceeds the implied fair value of tgabdwill, an impairment loss is recognized in
an amount equal to the excess. Reporting unitbsimess components at least one level below teemtipg segment level for which discrete
financial information is available and revieweddggment management. In evaluating the recovesabiflijoodwill, it is necessary to estimate
the fair value of the reporting units. In makingsthssessment, management relies on a numbertofdac determine anticipated future cash
flows including operating results, business plams jpresent value technigues. Rates used to discashtflows are dependent upon interest
rates and the cost of capital at a point in tintee Tair value of reporting units is estimated base discounted cash flow model. The
discounted cash flow model uses management's lsssii@ns and projections as the basis for expéatede cash flows for the first three ye
and a residual growth rate thereafter. Managemaigues the assumptions used for the impairmenatesconsistent with those utilized by a
market participant performing similar valuations éar reporting units. A separate discount ratéveerfrom published sources was utilized
each reporting unit.

There are inherent assumptions and estimates nskxveloping future cash flows requiring managemguatigment in applying these
assumptions and estimates to the analysis of gdiddvpiairment including projecting revenues andfiiso interest rates, the cost of capital, ta
rates, the company's stock price, and the allocatichared or corporate items. Many of the factsed in assessing fair value are outside the
control of management and it is reasonably likabt assumptions and estimates can change in foéui@ds. These changes can result in f
impairments.

Self-1nsurance Reserves

The company purchases third-party insurance fokerst compensation, automobile and product andrgklebility claims that exceed a
certain level. The company is responsible for thgnpent of claims under these insured limits, antsatiing actuaries are utilized to estimate
the obligation associated with incurred lossestdtiisal loss development factors are utilized tojgct the future development of incurred
losses, and these amounts are adjusted based cipahaaim experience and settlements. Consuétoigaries make a significant number of
estimates and assumptions in determining the oasdttle these claims and many of the factors asedutside the control of the company.
Accordingly, it is reasonably likely that these @sptions and estimates may change and these charayeisnpact future financial results.

Income Taxes

Deferred taxes are recognized for the future téeces of temporary differences between financia emxcome tax reporting using tax rates in
effect for the years in which the differences atpeeted to reverse.
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The company's effective tax rate is based on piiatzome, statutory tax rates and tax planning opities available in the various
jurisdictions in which the company operates. Thaeeinherent uncertainties related to the integpit of tax regulations in the jurisdictions
which the company transacts business. We estakelgves for income taxes when, despite the tblfour tax positions are fully
supportable, we believe that our position may kemlehged and possibly disallowed by various taxenties. The company's recorded
estimates of liability related to income tax pagis are based on management's judgments madesuliztion with outside tax and legal
counsel, where appropriate, and are based upaxpected outcome of proceedings with tax autharitieconsideration of applicable tax
statutes and related interpretations and precedEmsreserves include penalties and interest @setheserves at the appropriate statutory
interest rates and these charges are also inclodbd company's effective tax rate. The ultimébility incurred by the company may differ
from its estimates based on a number of factoctydiing the application of relevant legal precedérd company's success in supporting its
filing positions with tax authorities, and chandesor further interpretations of, law.

The company's tax returns are routinely auditeéebgral and state tax authorities. Reserves foemaio tax positions represent a provision
the company's best estimate of taxes expected paidéased upon all available evidence recognitiagover time, as more information is
known, these reserves may require adjustment. Resare adjusted when (a) new information indicatdsferent estimated reserve is
appropriate; (b) the company finalizes an examamavith a tax authority, eliminating uncertaintgaeding tax positions taken; or (c) a tax
authority does not examine a tax year within agisgtute of limitations, also eliminating the uriaety with regard to tax positions for a
specific tax period. The actual amounts settleth wéspect to these examinations are the resulsoiissions and settlement negotiations
involving the interpretation of complex income faws in the context of our fact patterns. Any atfjumnt to a tax reserve impacts the
company's tax expense in the period in which thesaishent is made.

The company's tax rate from period to period caafferted by many factors. The most significanthefse factors are changes in tax
legislation, the tax characteristics of the compaimcome, the timing and recognition of goodwitigairments, acquisitions and dispositions,
adjustments to the company's reserves relatedderiain tax positions, and changes in valuatioowadhces. It is reasonably possible that the
following items can have a material impact on inediax expense, net income and liquidity in futueeqds:

* Tax legislation in the jurisdictions in whichettompany does business may change in future gef@dile such changes cannot
be predicted, if they occur, the impact on the canyfs tax assets and obligations will need to basuned and recognized in the
financial statements.

* The company has ongoing U.S. and state taxstafitvarious tax periods. The U.S. federal taxyéa@m 2011 onward remain
subject to audit. With few exceptions, the compisnyo longer subject to state and local incomestaaminations by tax
authorities for years before 2007. The tax resefwesncertain tax positions recorded in the firiahstatements reflect the
expected finalization of examinations. The compaagularly reviews its tax positions based on tliividual facts,
circumstances, and technical merits of each taktiposIf the company determines it is more likéfyan not that it is entitled to
the economic benefits associated with a tax pasittdhen considers the amounts and probabildfdbe outcomes that could be
realized upon ultimate settlement with a taxindhatity, taking into consideration all available t®ccircumstances, and
information. The company believes that it has sidfit cash resources to fund the settlement oéthedits.

As a result of audit resolutions, expirations aftstes of limitations, and changes in estimateagrcontingencies in
2014, 2013 and 2012, the company recognized bignefit of $5 million, and a benefit of $1 milliorgspectively. However,
audit outcomes and the timing of audit settlemamtssubject to significant uncertainty. The compesymates reserves for
uncertain tax positions, but is not able to contropredict the extent to which tax authoritiesl witamine specific periods, the
outcome of examinations, or the time period in larégaminations will be conducted and finalized. dfable or unfavorable pe
audit experience in any particular tax jurisdictiemot indicative of the outcome of future exantiores by those tax authorities.
Based on the nature of uncertain tax positionsth@@xamination process, management is not algeettict the potential
outcome with respect to tax periods that have rbbgen examined or the impact of any potenti&@mnesadjustments on the
company's tax rate or net earnings trends. Aseoétid of 2014, the company believes that it isoralsly possible that the
liability for unrecognized tax benefits will decszaby up to $27 million over the next 12 months.
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e Facts and circumstances may change that caas®mthpany to revise the conclusions on its alidityealize certain net operating
losses and other deferred tax attributes. The coynpgularly reviews whether it will realize itsfdered tax assets. Its review
consists of determining whether sufficient taxahtmme of the appropriate character exists withendarryback and
carryforward period available under respectiveditutes. The company considers all available eciel®f recoverability when
evaluating its deferred tax assets; however, thepamy's most sensitive and critical factor in deiaing recoverability of
deferred tax assets is the existence of histoaicdlprojected profitability in a particular juristion. As a result, changes in act
and projected results of the company's varioud kegfities can create variability, as well as ctesim the level of the company's
gross deferred tax assets, which could resultdreases or decreases in the company's deferregdsakvaluation allowance.

The company cannot predict with reasonable ceytaintikelihood future results considering the cdexity and sensitivity of the assumptions
above.

Note 18- Income Taxes sets out the factors which causeddmpany's effective tax rate to vary from théustay rate and certain of these
factors result from finalization of tax audits amediew and changes in estimates and assumptioasdiag tax obligations and benefits.

Stock Based Compensation

The company issued, in fiscal 2014, restrictedkstodts ("RSUs") and, in fiscal 2013, stock opti@ms RSUs to employees in exchange for
employee services. See Note 9 - Stock-Based Corapensegarding stock-based compensation for fuitifermation on these awards. The
cost of RSUs and stock option awards is equaldgdahr value of the award at the date of grant, @mpensation expense is recognized for
those awards earned over the service period. Ainemumber of the RSUs vest based upon the emphgtgeving certain defined service and
performance measures, either internally or extgrma¢asured. During the service period, manage&ithates the number of awards that
meet the defined performance measures. At thedirgeant, if the measures are based upon exteritafia, the Monte Carlo model is used to
determine the fair value of these awards at the diagrant. Management estimates the volatilitthefcompany's stock and the initial total
shareholder return to determine the fair valuéhefaward. If the measures are based upon inteiitetia, the cost of the RSUs is equal to the
fair value at the date of grant. With regard tacktoptions, at the date of grant, the company dstess the fair value of the award using the
Black-Scholes option pricing formula. Managemetinestes the period of time the employee will hdid bption prior to exercise and the
expected volatility of the company's stock, eaclwbich impacts the fair value of the stock optiohlse company believes that changes in the
estimates and assumptions associated with priopediormance-based grants and stock option graetsat reasonably likely to have a
material impact on future operating results. Howgegbkanges in estimates and assumptions relafgettously issued performance-based
RSUs may have a material impact on future equity.

Defined Benefit Pension Plans

See Note 16 - Defined Benefit Pension Plans, flmrination regarding plan obligations, plan assatsthe measurements of these amounts, &
well as the net periodic benefit cost and the mesi$or changes in this cost.

Pension costs and obligations are dependent omasisms used in calculating such amounts. Theaagstions include estimates of the
present value of projected future pension paymenddl plan participants, taking into consideratibe likelihood of potential future events s
as salary increases and demographic experienceasBuenptions used in developing the required estsriaclude the following key factors:
discount rates, expected return on plan asseitement rates and mortality.

In determining the discount rate, the companyagslia yield curve based on high-quality fixed-inednvestments that have a AA bond rating
to discount the expected future benefit paymendan participants. In determining the long-terneraf return on plan assets, the company
assumes that the historical long-term compound tjreate of equity and fixed-income securities \ikdict the future returns of similar
investments in the plan portfolio. Investment mamagnt and other fees paid out of plan assets eteréal into the determination of asset
return assumptions. Retirement rates are base@plymon actual plan experience, while standardagal tables are used to estimate morte
Results that differ from these assumptions areractated and amortized over future periods andgfoee, generally affect the net periodic
benefit cost in future periods.

Net periodic benefit costs for the company's defibenefit pension plans related to continuing dip@ra were $(2) million in 2014, nil in 201
and $1 million in 2012, and the projected bendfitgation was $1.685 billion at the end of 2014 $1d562 billion at the end of 2013. The
yealover-year change versus 2014 is primarily duda¢orecognition of $6 million of non-recurring settient losses in 2013 which related to ¢
Canadian plan, partially offset by increased irgeoest and lower return on plan assets. The coyngamently expects its net periodic benefit
cost for 2015 to be approximately $13 million ofdme.
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The following information illustrates the sensitivbf the net periodic benefit cost and projectedddit obligation to a change in the discount
rate and return on plan assets. Amounts relatifigreagn plans are translated at the spot rateeatlose of 2014. The sensitivities reflect the
impact of changing one assumption at a time andpeeific to base conditions at the end of 2014hdiuld be noted that economic factors anc
conditions often affect multiple assumptions simuo#ously and that the effects of changes in assomspare not necessarily linear.

Increase/(Decrease) in

2014 Net Periodic 2013 Projected Benefit
Assumption Change Benefit Cost Obligation
Discount rate 1% increase $ — $ (209)
1% decreas 6 23¢
Asset return 1% increast (15) —
1% decreas 15 —

The company's defined benefit pension plans haat amamortized actuarial loss of $237 million irl2Gnd $228 million in 2013. The
unamortized actuarial loss is reported in the Acglated other comprehensive (loss) line of the Clidated Balance Sheet. The increase ir
unamortized net actuarial loss in 2014 was primatile to a net actuarial loss in 2014 resultingfem increase in plan liabilities due to the
decrease in the weighted average discount ratalbadffset by the increase in actual asset penforces.

As indicated above, changes in the bond yieldseebegl future returns on assets, and other assumsptan have a material impact upon the
funded status and the net periodic benefit codefihed benefit pension plans. It is reasonablgljikhat changes in these external factors will
result in changes to the assumptions used by tinpaoy to measure plan obligations and net perioeiiefit cost in future periods.

Issued but not yet Effective Accounting Standards
Following is a discussion of recently issued actmgnstandards that the company will be requireddopt in a future period.

Presentation of Unrecognized Tax Bene- In July 2013, the FASB issued an accounting stechtb clarify the presentation of unrecognized
tax benefits when a net operating loss carryforwarsimilar tax loss, or a tax credit carryforwasdsts to address issues with diversity in
practice. The standard states that, with limitecegxions, the unrecognized tax benefit should ksented in the financial statements as a
reduction to a deferred tax asset. While the stahidaeffective for fiscal years, and interim peisowithin those years, beginning after
December 15, 2014, the company has historicallggared such information in accordance with the pésgued guidance. As such, there will
be no impact to the financial statements as atre$tie issuance of this amendment.

Reporting Discontinued Operations and DisclosureBigposals of Components of an En- In April 2014, the FASB issued an accounting
standard update that changes the requirementsgortmg discontinued operations. The standarésthtat only those disposals of compon
that represent a strategic shift that has or vailleha major effect on an entity's operations amaniial results can be reported as discontinued
operations in the financial statements. The amentinegjuires that the assets and liabilities ofspasal group that includes a discontinued
operation to be stated separately in the stateofdimtancial position and also requires additiodiaclosures. The amendment is prospectively
effective for the company beginning in the firsacter of fiscal 2016. This amendment is not expktdehave a significant impact on our
consolidated results of operations, financial posior cash flows.

Revenue from Contracts with Custom- In May 2014, the FASB issued an accounting stahdpdate that replaces substantially all current
revenue recognition accounting guidance and regjaidelitional disclosures about the nature, amaumiyg and uncertainty of revenue and

cash flows arising from customer contracts. Theraiment is effective for the company beginning ia finst quarter of fiscal 2017 and early
application is not permitted. The company is culiyeassessing the impact of the future adoptiothisf standard on our financial statements.

Accounting for Sha-Based Payments When the Terms of an Award Prdvidea Performance Target Could Be Achieved afterRequisite
Service Period In June 2014, the FASB issued an accounting atangpdate that clarifies the existing accountinglgnce for entities that
issue share-based payment awards that requirecdicperformance target be achieved for employtedsecome eligible to vest in the awards,
which may occur subsequent to a required servidegweCurrent accounting guidance does not expfieitidress how to account for these ty

of awards. The new standard provides explicit guigeand clarifies that these types of performaargets should be treated as performance
conditions. This amendment is effective for the pany beginning in the first quarter of fiscal 20ITis amendment is not expected to have &
significant impact on our consolidated results pém@tions, financial position or cash flows.
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Forward-Looking Information

This Annual Report on Form 10-K contains forwardidimg statements regarding Hillshire Brands' bussrgrospects and future financial
results and metrics preceded by terms such as™alticipates,” "intends," "expects," "likely" 8believes." These forwarlboking statemen
are based on currently available competitive, fii@rand economic data and management's viewssauirgtions regarding future events anc

are inherently uncertain.

Investors must recognize that actual results miigrdrom those expressed or implied in the forwhooking statements, and the company
wishes to caution readers not to place undue edian any forward-looking statements. Among théofacthat could cause Hillshire Brands'
actual results to differ from such forward-lookistatements are those described under Iltem 1A -fRistors in this Annual Report on Form
10-K, as well as factors relating to:

* The risk that the acquisition of Hillshire Branand any related tender offer and merger may @ebhsummated, or may not be
consummated in a timely manner, or the time necg$sabtain required regulatory clearance;

e The consumer marketplace, such as (i) intensgettion, including advertising, promotional anitp competition; (ii) changes
in consumer behavior due to economic conditionsh &1 a shift in consumer demand toward privatel]di) fluctuations in
raw material costs, Hillshire Brands' ability t@iease or maintain product prices in responsegbfiatuations and the impact
on profitability; (iv) the impact of various foodfety issues and regulations on sales and prdftiabf Hillshire Brands
products; and (v) inherent risks in the marketplassociated with product innovations, includingentainties related to
execution and trade and consumer acceptance;

< Hillshire Brands' relationship with its customessch as (i) a significant change in Hillshire Braralisiness with any of its ma
customers, such as Wal-Mart, its largest custoaret;(ii) credit and other business risks associmitdcustomers operating in a
highly competitive retail environment;

< Hillshire Brands' spin-off of its Internation@bffee and Tea business in June 2012, includingntiat tax liabilities and other
indemnification obligations; and

e Other factors, such as (i) Hillshire Brandsligbto generate margin improvement through codtition and productivity
improvement initiatives; (ii) Hillshire Brands' ahi¢ ratings, the impact of Hillshire Brands' capjtins on such credit ratings ¢
the impact these ratings and changes in thes@satiay have on Hillshire Brands' cost to borrowd&iand access to capital/d
markets; and (iii) the settlement of a number ajang reviews of Hillshire Brands' income tax fgipositions and inherent
uncertainties related to the interpretation ofregulations in the jurisdictions in which HillshiB¥ands transacts business.

In addition, Hillshire Brands' results may alsodffected by general factors, such as economic tiondj political developments, interest and
inflation rates, accounting standards, taxes awd knd regulations in markets where the companypetes. Hillshire Brands undertakes no
obligation to publicly update any forward-lookingtements, whether as a result of new informafistoye events or otherwise, except as
required by applicable law.
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIA L INFORMATION

On July 1, 2014, Tyson Foods, Inc., a Delawareaagon ("Tyson"), and HMB Holdings, Inc. ("HMB Hdihgs"), a Maryland corporation
and wholly-owned subsidiary of Tyson, entered mttefinitive agreement and plan of merger (the ‘derAgreement”) with The Hillshire
Brands Company (“Hillshire”), a Maryland corporatidJnder the Merger Agreement, Tyson and HMB Hajdiagreed to acquire Hillshire
and its subsidiaries for a price of $63.00 peraliacash. The all-cash transaction is valued pitaegimately $8.9 billion, including the
assumption of Hillshire's net debt and breakags. fEke Merger Agreement contains representatioaganties and covenants of the parties
customary for transactions of this type. The tratisa closed on August 28, 2014.

The following unaudited pro forma condensed consiéd financial information is based on the histrconsolidated financial information of
Tyson and Hillshire and has been prepared to ttetthecHillshire acquisition and related financimgrisactions.

The unaudited pro forma condensed consolidateddiahinformation is provided for informational poses only. The unaudited pro forma
condensed consolidated statements of income amegessarily indicative of operating results thatld have been achieved had the
acquisition been completed as of September 30, gr$2day of the most recently completed fiscehy) and does not intend to project the
future financial results of Tyson after the Hillshacquisition. The unaudited pro forma condensedalidated balance sheet does not purpor
to reflect what Tyson’s financial condition wouldwe been had the transactions closed on June 28,(R@est interim balance sheet date) or
for any future or historical period. The unaudiprd forma condensed consolidated statements ofria@nd balance sheet are based on certe
assumptions, described in the accompanying noteishwnanagement believes are reasonable and deftemtt the cost of any integration
activities or the benefits from the Hillshire acgjtion and synergies that may be derived from atggration activities.

Tyson'’s fiscal year ends in September, while Hitksls fiscal year ends in June. The unaudited cnseé consolidated balance sheet combine
the unaudited condensed consolidated balance sh&gson as of June 28, 2014, and the audited didiased balance sheet of Hillshire as of
June 28, 2014. The fujlear unaudited pro forma condensed consolidateéenséant of income for the year ended September@B3,Zombine
the audited consolidated statement of income faiohyfor the fiscal year ended September 28, 20d3ranaudited consolidated statement of
income of Hillshire for the fiscal year ended J@% 2013. The unaudited pro forma condensed catageli statement of income for the nine
months ended June 28, 2014 combines the unauditettnsed consolidated statement of income of Tfmaihe nine months ended June 28,
2014 and Hillshire’s unaudited condensed consaidiatatement of income for the nine months ended 28, 2014. The unaudited condensec
consolidated statement of income of Hillshire fog hine months ended June 28, 2014 was determjnedhiracting Hillshire’s unaudited
condensed consolidated statement of income fathttee months ended September 28, 2013 (its filsttgquof fiscal 2014) from the audited
consolidated statement of income for the year eddeé 28, 2014. Sales of $984 million and net ireo$29 million related to Hillshire's

first fiscal quarter ended September 28, 2013naténcluded in the pro forma information.

The unaudited pro forma condensed consolidateddiahinformation should be read in conjunctionhnthe following information:
* notes to the unaudited pro forma condensed cordetidinancial informatiol
* Tyson’'s Current Report on Form 8-K filed on JAly2014, including exhibits thereto, which desesilthe Hillshire
acquisition;
» audited consolidated financial statements ofofyas of and for the year ended September 28, 2@Hi8h are included in
Tyson'’s Current Report on Form 8-K filed with thEGon July 28, 2014;

» audited consolidated financial statements ofsHite as of June 28, 2014 and June 29, 2013 arehfth of the three years in
the period ended June 28, 2014; and

» unaudited condensed consolidated financial stamgs of Tyson as of and for the nine months eddeé 28, 2014, which are
included in Tyson’s Quarterly Report on Form 10e@the quarter ended June 28, 2014, as filed Ww&htEC on August 7,
2014.




Unaudited Pro Forma Condensed Consolidated Balancgheet

As of June 28, 2014
(in millions)

Assets

Current Assets
Cash and cash equivalents
Accounts receivable, net
Inventories
Other current assets

Total Current Assets

Net Property, Plant and Equipment

Goodwill

Intangible Assets

Other Assets

Total Assets

Liabilities and Shareholders' Equity
Current Liabilities

Current debt

Accounts payable

Other current liabilities
Total Current Liabilities
Long-Term Debt
Deferred Income Taxes
Other Liabilities
Commitments and Contingencies
Shareholders' Equity

Common Stock

Class A
Class B

Capital in excess of par value

Retained earnings
Accumulated other comprehensive loss
Unearned stock of ESOP
Treasury stock, at cost
Total Registrant Shareholders' Equity
Noncontrolling Interests
Total Shareholders' Equity

Total Liabilities and Shareholders' Equity

EX 99.c

Tyson Hillshire Pro Forma
Historical Historical Adjustments Pro Forma
587 23¢ % (510 @ $ 31z
1,62¢ 232 — 1,85¢
3,061 33C 45 @ 3,43¢
241 28t 15 ® 541
5,51% 1,08: (450) 6,14¢
3,941 83¢ 444 @ 5,22¢
1,92t 452 4,19C © 6,56
151 24C 4,951 ©® 5,34:
52t 94 @ @ 61¢
12,05¢ 2,70¢ % 9,13« $ 23,89'
41 108 % 24C ©® $ 38€
1,49¢ 36E — 1,861
1,07t 33¢ 91 @ 1,32
2,61: 80¢ 14¢ 3,57(
1,78¢ 83¢ 5,53¢ ® 8,15¢
404 — 2,00¢ 10 2,41
54E 42¢ — 96¢
32 1 1@ 34
7 — — 7
2,12: 22¢ 1,89¢ @Y 4,24¢
5,64( 607 (65¢) @ 5,58¢
(9€) (149 14¢ @ (96)
— (50) 50 @ —
(1,01) — — (1,01))
6,69¢ 637 1,44( 8,771
1€ — — 1€
6,71( 637 1,44( 8,781
12,05¢ 2,70¢ % 9,13« $ 23,89'
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Unaudited Pro Forma Condensed Consolidated Statemé&nof Income
For the Twelve Months Ended
(in millions, except per share data)

Tyson Hillshire
Historical Historical Pro Forma
September 28, 2013  June 29, 2013  Adjustments Pro Forma

Sales $ 34,37 $ 392t % (63) *2 $ 38,23:
Cost of Sales 32,01¢ 2,75¢ 166 1 34,94(
Gross Profit 2,35¢ 1,162 (229 3,291
Selling, General and Administrative 98¢ 86& (200) @ 1,64¢
Operating Income 1,37t 297 (29 1,64:
Other (Income) Expense

Interest Income @) @) — 49

Interest Expense 14E 48 171 @ 364

Other, net (20 — — (20)
Total Other (Income) Expense 11¢ 41 171 33C
Income from Continuing Operations before IncomeéeBax 1,257 25€ (200) 1,31:
Income Tax Expense 40¢ 72 (76) @O 40¢
Income from Continuing Operations 84¢ 184 (129 90¢
Less: Net Income (Loss) Attributable to Noncontral
Interests = = — —
Net Income from Continuing Operations
Attributable to Registrant $ 848 % 184 % (124 $ 90¢
Weighted Average Shares Outstanding:

Class A Basic 282 56 @0 33¢

Class B Basic 70 7C

Diluted 367 63 @9 43C
Net Income per Share from Continuing Operations

Class A Basic $ 2.4¢ $ 2.2¢

Class B Basic $ 2.22 $ 2.0¢

Diluted $ 2.31 $ 2.11
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Unaudited Pro Forma Condensed Consolidated Statemé&nof Income
For the Nine Months Ended
(in millions, except per share data)

Tyson Hillshire
Historical Historical Pro Forma
June 28, 2014 June 28, 2014 Adjustments Pro Forma

Sales $ 27,478 % 3,101 % (60) ®2 $ 30,51¢
Cost of Sales 25,50: 2,201 117 27,82(
Gross Profit 1,97: 90C (a77) 2,69¢
Selling, General and Administrative 84¢ 64¢ (163) @ 1,33¢
Operating Income 1,12¢ 251 (14) 1,361
Other (Income) Expense

Interest Income (6) @) — @3

Interest Expense 78 35 124 @ 237

Other, net 18 — (22) @® 4
Total Other (Income) Expense 9C 28 10z 22C
Income from Continuing Operations before IncomeéeBax 1,03¢ 22¢ (11€) 1,141
Income Tax Expense 314 40 (44) @O 31C
Income from Continuing Operations 72C 182 (72 831
Less: Net Income (Loss) Attributable to Noncontral
Interests @) — — @)
Net Income from Continuing Operations
Attributable to Registrant $ 721 % 18z % (72) $ 83¢
Weighted Average Shares Outstanding:

Class A Basic 27¢ 56 @0 331

Class B Basic 7C 7C

Diluted 35¢ 63 @9 41¢
Net Income per Share from Continuing Operations

Class A Basic $ 2.1t $ 2.1z

Class B Basic $ 1.9¢ $ 1.9t

Diluted $ 2.0t $ 2.0C
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NOTES TO UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION
(dollars in millions, except per share data)

BASIS OF PRO FORMA PRESENTATION

The unaudited pro forma condensed consolidateddiahinformation presented is based on the histbdaudited and unaudited consolidated
financial information of Tyson and the audited amdudited consolidated financial information oflghire. The unaudited pro forma
condensed consolidated balance sheet as of JuB®@28assumes the Hillshire acquisition was coreglen that date. The unaudited pro fc
condensed consolidated statements of income forgheended September 28, 2013 and the nine menttedd June 28, 2014, assume the
Hillshire acquisition was completed on September2802.

Pro forma adjustments reflected in the unauditedi@ma condensed consolidated balance sheet seel lom items that are directly attribute
to the Hillshire acquisition and related financthgt are factually supportable. Pro forma adjustsesflected in the unaudited pro forma
condensed consolidated statements of income aed loasitems directly attributable to the acquisitamd related financing and are factually
supportable and expected to have a continuing itrggradyson.

The acquisition will be accounted for as a busirmegsbination. Accordingly, the assets acquired lailities assumed are recorded based on
their estimated fair values. The unaudited pro Boonondensed consolidated statements of incometdefiect the cost of any integration
activities or benefits from the acquisitions andesgies that may be derived from any integratidivies, both of which may have a material
effect on Tyson’s consolidated statements of inconperiods following the completion of the Hillshiacquisition.

Certain amounts in Hillshire’s historical financiaformation have been reclassified to conform ysdn’s presentation.

HILLSHIRE ACQUISITION TRANSACTION SUMMARY

Tyson paid a cash purchase price equal to $63.08haee, or $8,081, at closing to consummate thishitie acquisition. In addition, Tyson
paid $163 in cash for breakage costs incurred Htiglhitie related to a previously proposed acquisitend assumed Hillshire’s net debt which
totaled $621 as of June 28, 2014. Pro forma adpstsirelated to the financing for the Hillshire @isifion have been made in the unaudited
pro forma condensed consolidated balance shedtlame 28, 2014 as if the Hillshire acquisition ftémsed on that date and in the unaudited
pro forma condensed consolidated statements ofriador the year ended September 28, 2013 and tieenmdnths ended June 28, 2014 as if
the financings had been completed on Septemb&(R(®,

Financing
The Hillshire Acquisition financing consisted of:
a) $1,202 aggregate principal amount of 3-yeaatiihg rate term loans with an amortizing base etpual50% per quarter and
with an interest rate of 1.53%;

b) $546 aggregate principal amount of 5-year fifmptate term loans with an amortizing base equal$0% per quarter and
with an interest rate of 1.65%;

c) $552 aggregate principal amount oféar floating rate term loans, with an interest i@t 1.65%

d) $3,250 aggregate principal amount of senioesiatr $3,243 net proceeds after the original isismunts of $7 million,
consisting of $1,000 due August 2019 (2.65% intenate), $1,250 due August 2024 (3.95% interesf) r&500 million due
2034 (4.88% interest rate), and $500 due August Z84.5% interest rate);

e) the sale of 23.8 million shares of common statck price of $37.80 per share resulting in prdsed $900 before deducting
discounts and commissions, and estimated offeripgrses; and

f) the sale of $1,500 of 4.75% tangible equitytsintomprised of $1,295 of prepaid stock purchasgracts and $205 of senior
amortizing notes. The prepaid stock purchase castieave a “reference price” equal to $37.80 parestsuch that the
maximum number of shares issuable on the July @b/ ettlement date (which would be subject togm®sment in certain
limited circumstances) would be approximately 38illion. The senior amortizing notes have a staméerest rate of 1.5%.

At this time, Tyson has not completed detailed &itin analyses to determine the fair values ofsHite’s assets and liabilities. Accordingly,
the unaudited pro forma condensed consolidateddiahinformation includes a preliminary fair valdetermination based on assumptions an
estimates that, while considered reasonable uhderitcumstances, are subject to changes, whichbmayaterial. In addition, Tyson has not
yet performed the due diligence necessary to ifjealii of the adjustments required to conform Hillg's accounting policies to Tyson'’s or to
identify other items that could significantly impabe fair value determination or the assumptiams @adjustments made in the preparation of
this unaudited pro forma condensed consolidatexhfifal information. Upon completion of detaileduetion analyses, there may be additiona
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increases or decreases to the recorded book vaftles acquired assets and liabilities, including ot limited to inventories, brands,
trademarks, customer relationships and other initddangssets, property, plant and equipment, antdtti@bcould give rise to future amounts of
depreciation and amortization expense and changesated deferred taxes that are not reflectedarinformation contained in this unaudited
pro forma condensed consolidated information. Adityly, once the necessary valuation analyses haga performed and the final fair value
determination has been completed, actual resulysdifi@r materially from the information presentiecthis unaudited pro forma condensed
consolidated financial information. Additionallyz@ unaudited pro forma condensed consolidatedhs¢aiis of income do not reflect the cos
any integration activities or benefits from thelstiire acquisition and synergies that may be ddrivem any integration activities, both of
which may have a material effect on Tyson’s comstéd results of operations in periods following tdompletion of the Hillshire acquisition.

Below is a summary of the preliminary reconciliatiof purchase consideration to the book value bhsesets acquired and certain valuation
adjustments related to the Hillshire acquisition:

Total consideration (includes closing consideration$163 breakage costs incurred by Hillshire

related to a previously proposed acquisition and $change in control related costs) $ 8,27¢
Historical net book value of Hillshire $ 637
Preliminary valuation adjustment to inventories 45
Preliminary valuation adjustment for property, gland equipment 444
Preliminary valuation adjustment to identifiabl¢aingible assets 4,951
Preliminary valuation adjustment to debt (27)
Deferred and current tax impact of preliminary \adion adjustments (1,967)
Write-off of deferred financing fees of Hillshireggisting debt 3
Residual adjustment to goodwill created by thetess combination 4,19(
Total acquisition cost $ 8,27¢

The following table is an estimate of the totalre@s and uses of cash as a result of the Hillgltigaiisition and related financing transactions.

Sources of cash

Cash on hand $ 55¢
Term loans - 3 year (amortizing) 1,20z
Term loans - 5 year (amortizing) 54€
Term loans - 5 year 552
Senior notes - 5, 10, 20, and 30 year (net of waigssue discount) 3,24:
Common Equity 90C
Tangible Equity Units (a) 1,50(
Total sources of cash $ 8,50z

Uses of cash

Fund Hillshire acquisition $ 8,081
Breakage cost 16<
Change in control cost 32
Other estimated transaction fees and expenses 22¢
Total uses of cash $ 8,50z

a) The tangible equity units consists of $1,29prepaid stock purchase contracts accounted feqaisy and $205 of senior

amortizing notes accounted for as debt.
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HILLSHIRE ACQUISITION PRO FORMA ADJUSTMENTS

1)

2)
3)

4)
5)

6)

7

8)

9)

10)

11)

12)

13)

After consideration of the expected financirapsactions and related fees, Tyson estimatedl iisa $559 of cash on hand to
consummate the Hillshire Acquisition. Of this, $48s already spent as of June 28, 2014.

Reflects the adjustment of Hillshisahventory to its preliminary estimated fair va

Reflects the estimated net tax benefit effetzling $133 for certain transaction related fess @osts and a reduction of $85
for a reclass of current deferred tax liabilityctarrent deferred tax asset as described in noté&¢®jitionally, includes an
adjustment of $13 for net tax benefits associatitldl thansaction fees and costs recognized as & 28n2014. Furthermore,
includes an adjustment of $20 for deferred bridogtspaid but not yet expensed as of June 28, 2014.

Reflects the adjustment of Hillshisgproperty, plant and equipment to its preliminestimated fair valu

Represents the incremental goodwill resultiognf purchase accounting after estimating the fauer of the identifiable
assets acquired and liabilities assumed. See tHifidsAcquisition Transaction Summary” above.

For purposes of the preliminary fair value det@ation discussed in “Hillshire Acquisition Trattion Summary” above,
Tyson estimated the fair value of Hillshire’s idéable intangible assets at $5,191 including agpmately $4,652 of brand
and trademark related intangibles and approxim#&®8@ of customer relationship intangibles représgran increase to the
historical net book value of Hillshire’s intangitdssets of $4,951. For purposes of determiningimental pro forma
amortization expense to be recorded in the unadigite forma condensed consolidated statementsofrie, $4,363 of the
brand names were assumed to have an indefiniteb2®@9 of the brand names were assumed to haveyaea20ife to be
amortized on a straight-line basis, and the custasiationship intangible assets were assumedute haveighted average
life of approximately 16 years to be amortized afealining basis based on economic benefit derbxet that period.

Represents the net impact of reversing $3 fefrdsd financing fees recorded on Hillshire's histl balance sheet for debt
instruments and recording $49 of estimated issuaosts to be incurred on the debt to be issuenhémée the transaction.
Additionally, $47 of Hillshire's non-current defed tax asset was reclassified to non-current deddax liability.

Current debt adjustment represents amountsceeghéo be due in the first year on the amortizargn loans and senior
amortizing note component of the tangible equitigsutong-term debt reflects a $28 adjustment disHire’s long-term debt
to its preliminary estimated fair value and ther@gmental new debt Tyson incurred to finance théshiile acquisition less the
current portion. The balance of new Tyson debt ist&isf the following components: term loans of33®) ($175 shown as
current debt), senior notes of $3,243 and seniarézing notes component of tangible equity unft$205 ($65 shown as
current debt).

Reflects a reclassification of Tyson's net eatideferred tax liability at June 28, 2014 toamgainst Hillshire's net current
deferred tax asset as described in note (3). Addditly, includes $6 of accrued transaction rel@eguenses as of June 28,
2014

Income tax expense and deferred income taadtspn the pro forma condensed consolidated balaheet and condensed
consolidated statements of income as a resultr@hage accounting have been estimated at Tysaranrental statutory tax
rate of 38%. Additionally, Deferred Income Taxeslies a reduction of $47 for a reclass of curderfierred tax liability as
described in note (7).

Reflects adjustments to remove Hillshire’ddrisal equity accounts to record the acquisitithe total of which is equal to its
net book value). Additionally, includes adjustmetatseduce retained earnings to reflect the aéteeffect of certain
acquisition related expenses as described in worgsined herein, to reduce capital in excess o¥glae for fees related to
equity issuance, and to increase common stock apithtin excess of par value for the net procdeain the issuance of
common stock and the prepaid stock purchase cammatponent of the tangible equity units. Furthemenancludes an
adjustment of $21, net of taxes, for transacti@s fend costs recognized as of June 28, 2014.

Sales and Cost of Sales were adjusted toreimisales of $63 for the year ended Septemb&023, and $60 for the nine
months ended June 28, 2014 between Tyson and irllsh

Reflects the elimination of Cost of Sales for intanpany sales as described in note (12) and astatjat to reclass shippi
and handling costs to Cost of Sales from Sellingné&al and Administrative expense of $249 for tharyended September
28, 2013 and $188 for the nine months ended Jun2@&. The reclass of shipping and handling dssts conform
Hillshire's policy election to record shipping amandling costs
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14)

15)

16)
17)
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in Selling, General and Administrative expense ysoh's policy to record such costs in Cost of Sa#ldslitionally, reflects a
decrease in depreciation expense of $20 for thegreded September 28, 2013 and $11 for the ninghm@mded June 28,
2014 driven by an extension of the historical ukkfas of Hillshire's property, plant and equipmgpartially offset by the
impact of fair value adjustments to their respextook values.

Reflects adjustments to reclass shipping amdling costs from Selling, General and Adminisiatxpense to Cost of Sales
as described in note (13) and amortization of igifale assets as described in note (6) of $51 ®ytar ended September 28,
2013 and $38 for the nine months ended June 28, Ziditionally, reflects a decrease of $2 for yiear ended September
28, 2013 and $2 for the nine months ended Jun2®8} for the changes in depreciation expense destimn note (13) that
are charged to Selling, General and Administratixgense. Additionally, includes adjustment of $d tetverse transaction
expenses recognized as of June 28, 2014.

As described in notes herein, Tyson incurred nelt tiepartially finance the Hillshire acquisitiofhe pro forma adjustmenr
for the year ended September 28, 2013 and thenmim¢hs ended June 28, 2014, reflect incrementalaat expense,
including amortization of deferred financing feesng the effective interest method, for new debtimed by Tyson.

Reflects adjustment to reverse $22 of acquisitedated bridge costs expensed as of June 28,

As described in the notes herein, Tyson isshages of common stock and tangible equity uaifsattially finance the
Hillshire acquisition. The issuance of common stoedults in a 23.8 million share increase to pronfobasic and diluted
shares for both the year ended September 28, 288i3he nine months ended June 28, 2014. The isswdnangible equity
units results in a 31.7 million share increasertofprma basic shares outstanding (based on thienmimn stock purchase
contract settlement rate) and a 39.7 million skaceease to pro forma diluted shares outstandiaget on the maximum
stock purchase contract settlement rate), for wttyear ended September 28, 2013, and the ninthmended June 28,
2014.



