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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 reportédly 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 {jlimbligation of the registrant under any of
the following provisions:

O Written communications pursuant to Rule 425 underSecurities Act (17 CFR 230.4

O Soliciting material pursuant to Rule 14a-12 undherExchange Act (17 CFR 240.122}

O Pre-commencement communications pursuant to Rue{l#) under the Exchange Act (17 CFR 240.24al)
O

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






Item 8.01. Other Events.

Tyson Foods, Inc. (the “Company”) is filing this i@@nt Report on Form 8-K to provide certain finaénformation with respect to
The Hillshire Brands Company (“Hillshire”) and t@®mpany’s pending acquisition of Hillshire. As pimsly disclosed in its Current Report
on Form 8-K filed on July 2, 2014, the Company &dB Holdings, Inc., a newly organized subsidiarytiué Company, entered into an
Agreement and Plan of Merger dated July 1, 201 ‘(therger Agreement”) with Hillshire. Under the Mer Agreement, Tyson will acquire
Hillshire and its subsidiaries.

Included in this filing as Exhibit 99.1 are the #ad consolidated financial statements of Hillstioethe periods described in Item
9.01(a) below, the notes related thereto and tipwRef the Independent Registered Public Accognfiimm, and included in this filing as
Exhibit 99.2 are the unaudited condensed conselitifsancial statements of Hillshire for the pesatbscribed in Iltem 9.01(a) below and the
notes related thereto.

Also included in this filing as Exhibits 99.3 anfl.® are Management’s Discussion and Analysis cdufiéial Condition and Results
of Operations for Hillshire for the periods desedtn 9.01(a) below and included as Exhibit 99.théspro forma 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 29, 2013 and June 30, 2012 amneldted consolidated statements of income, ctadet!
statements of comprehensive income, consolidasgdreents of equity and consolidated statementagif flows
for the three years in the period ended June 283,20e notes related thereto and the Report dinthependent
Registered Public Accounting Firm, attached as Bik80.1 hereto.

* Unaudited condensed consolidated financial statgs of The Hillshire Brands Company comprisedasfdensed
consolidated balance sheets as of March 29, 20d dwame 29, 2013, the related consolidated statenogéimicome
and consolidated statements comprehensive incombddhree and nine months ended March 29, 20d4&arch
30, 2013, the related consolidated statementswfyefpr the nine months ended March 29, 2014 &edyear
ended June 29, 2013, and the related consolidttsheents of cash flows for the nine months endadci29,
2014 and March 30, 2013 and the notes relatedttheattached as Exhibit 99.2 hereto.

(b) Pro Forma Financial Informati

The following unaudited pro forma condensed consiéd financial information of the Company, givigifect to the acquisition of
The Hillshire Brands Company, is included in Exh88.5 hereto:

* Unaudited Pro Forma Condensed Consolidated Bal@heet as of March 29, 20:

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

e Unaudited Pro Forma Condensed Consolidated StatsmmEmcome for the six months ended March 29 42@h¢
* Notes to the Unaudited Pro Forma Condensed Comsetid-inancial Informatio




(d) _Exhibits
Exhibit No. Description
23.1 Consent of PricewaterhouseCoopers
99.1 Audited consolidated financial statement$ted Hillshire Brands Company as of June 29, 201BJame 30, 2012 and for
each of the three years in the period ended Jun2023, the notes related thereto and the Repdtedindependent

Registered Public Accounting Firm

99.2 Unaudited condensed consolidated finanadtstents of The Hillshire Brands Company for theennonth periods ended
March 29, 2014 and March 30, 2013, and the notaterkthereto

99.3 Management’s Discussion and Analysis of FRir@rCondition and Results of Operations of ThddHite Brands Company
for the three years ended June 29, 2013

99.4 Management’'s Discussion and Analysis of FérerCondition and Results of Operations of ThddHile Brands Company
for the nine months ended March 29, 2014 and Maé;t2013

99.5 Unaudited Pro Forma Condensed Consolidated Findnéeematior




SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causidréport to be signed on its

behalf by the undersigned hereunto duly authorized.

TYSON FOODS, INC.

Date: July 28, 2014

By:
Name:
Title:

/sl Dennis Leatherby

Dennis Leatherby

Executive Vice President and Chief Financial
Officer



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statements on Forms S-8 (R83:186797, 333-115378, 333-115379
and 333-11580) of Tyson Foods, Inc. of our repated August 23, 2013 relating to the financialestants of The Hillshire Brands
Company, which report appears in this Current RempoiForm 8-K of Tyson Foods, Inc. dated July 2814

/sl PricewaterhouseCoopers LLP
Chicago, lllinois
July 28, 2014



EX 99.]

Audited consolidated financial statements of Thishire Brands Company
as of June 29, 2013 and June 30, 2012 and forafdhk three vears in the period ended June 298 201

Report of Independent Registered Public Accountindrirm

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

In our opinion, the accompanying consolidated badasheets and the related consolidated statenmfeintsome, comprehensive income,
equity and cash flows present fairly, in all matkrespects, the financial position of The HillghBrands Company and its subsidiaries at
29, 2013 and June 30, 2012, and the results afaperations and their cash flows for each of tired years in the period ended June 29,

in conformity with accounting principles generadlgcepted in the United States of America. Thesmnfiral statements are the responsibility
of the Company's management. Our responsibility express an opinion on these financial statemzaged on our audits. We conducted
audits of these statements in accordance withttmelards of the Public Company Accounting Oversiydrd (United States). Those
standards require that we plan and perform thet &andbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digids in the financial statements,
assessing the accounting principles used and &igntfestimates made by management, and evaluagéngverall financial statement
presentation. We believe that our audits providessonable basis for our opinion.

/sl PricewaterhouseCoopers LLP
Chicago, lllinois
August 23, 2013




CONSOLIDATED STATEMENTS OF INCOME

EX99.1

In millions except per share data Years ended June 29, 2013 June 30, 2012 July 2, 2011
Continuing Operations
Net sales $ 3,920 3958 % 3,884
Cost of sales 2,758 2,857 2,721
Selling, general and administrative expenses 855 930 883
Net charges for exit activities, asset and business dispositions 9 81 38
Impairment charges 1 14 15
Operating income 297 76 227
Interest expense 48 77 92
Interest income (7) (5) (5)
Debt extinguishment costs — 39 55
Income (loss) from continuing operations before income taxes 256 (35) 85
Income tax expense (benefit) 72 (15) 27
Income (loss) from continuing operations 184 (20) 58
Discontinued Operations
Income from discontinued operations net of tax expense (benefit) of $(8), $(603) and $82 15 463 483
Gain on sale of discontinued operations, net of tax expense of $15, $367 and $573 53 405 731
Net income from discontinued operations 68 868 1,214
Net income 252 848 1,272
Less: Income from noncontrolling interests, net of tax
Discontinued operations — 3 9
Net income attributable to Hillshire Brands $ 252 845 $ 1,263
Amounts attributable to Hillshire Brands

Net income (loss) from continuing operations $ 184 (200 $ 58

Net income from discontinued operations 68 865 1,205
Net income attributable to Hillshire Brands $ 252 845 $ 1,263
Earnings per share of common stock
Basic

Income (loss) from continuing operations $ 1.50 (0.16) $ 0.47

Net income $ 2.05 713 % 10.16
Diluted

Income (loss) from continuing operations $ 1.49 0.16) $ 0.46

Net income $ 2.04 713 % 10.11

The accompanying Notes to Financial Statements are an integral part of these statements.
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EX 99.]

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

In millions Years ended June 29, 2013 June 30, 2012 July 2, 2011
Net income (loss) $ 252 % 848 $ 1,272
Translation adjustments, net of tax of $(6), $(17), $47 respectively (21) (23) 325
Net unrealized gain (loss) on qualifying cash flow hedges, net of tax of

$4, nil, $(5) respectively 8) 2 7
Pension/Postretirement activity, net of tax of $(14), $26, $(125)

respectively 26 (21) 317
Comprehensive income 249 806 1,921
Comprehensive income attributable to non-controlling interests — 3 9
Comprehensive income attributable to Hillshire Brands $ 249 % 803 $ 1,912

The accompanying Notes to Financial Statements are an integral part of these statements.
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CONSOLIDATED BALANCE SHEETS

EX 99.]

In millions June 29, 2013 June 30, 2012
Assets
Cash and equivalents 400 235
Trade accounts receivable, less allowances of $2 in 2013 and $11 in 2012 219 248
Inventories
Finished goods 207 196
Work in process 15 17
Materials and supplies 91 75
313 288
Current deferred income taxes 71 114
Income tax receivable 18 52
Other current assets 85 65
Total current assets 1,106 1,002
Property
Land 25 25
Buildings and improvements 790 756
Machinery and equipment 1,095 1,137
Construction in progress 93 174
2,003 2,092
Accumulated depreciation 1,185 1,245
Property, net 818 847
Trademarks and other identifiable intangibles, net 121 132
Goodwill 348 348
Deferred income taxes 20 36
Other noncurrent assets 21 80
Noncurrent assets held for disposal — 5
2,434 2,450
Liabilities and Equity
Accounts payable 295 359
Accrued liabilities
Payroll and employee benefits 110 127
Advertising and promotion 124 116
Other accrued liabilities 123 226
Current maturities of long-term debt 19 5
Total current liabilities 671 833
Long-term debt 932 939
Pension obligation 119 166
Other liabilities 228 277
Contingencies and commitments (Note 14)
Equity
Hillshire Brands common stockholders' equity:
Common stock: (authorized 1,200,000,000 shares; $0.01 par value) Issued and outstanding- 123,247,815
shares in 2013 and 120,644,345 shares in 2012 1 1
Capital surplus 200 144
Retained earnings 477 295
Unearned stock of ESOP (53) (61)
Accumulated other comprehensive (loss) (141) (144)
Total equity 484 235
2,434 2,450




The accompanying Notes to Financial Statements are an integral part of these statements.
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EX 99.]

CONSOLIDATED STATEMENTS OF EQUITY

Hillshire Brands Common Stockholders' Equity

Accumulated Other

Common Capital Retained Unearned Comprehensive Noncontrolling
In millions Total Stock Surplus Earnings Stock Income (Loss) Interest
EALANCIES AT JUILY &, 2000 $ 1,459 $ 7 % 1 $ 2424 $ o7 $ (914) $ 28
Net income 1,272 _ _ 1,263 _ _ 9
Translation adjustments, net of tax
of $47 325 — — — — 325 —
Net unrealized gain (loss) on
qualifying cash flow hedges, net of
tax of $(5) 7 — — — — 7 —
Pension/Postretirement activity, net
of tax of $(125) 317 — — — — 317 —
Dividends on common stock (278) _ _ (278) — — —
Dividends paid on noncontrolling
interest/Other (5) — — — — — (5)
Disposition of noncontrolling interest 3) _ _ _ _ _ 3)
Stock issuances - restricted stock 34 — 25 9 — — —
Stock option and benefit plans 58 — 58 — — — —
Share repurchases and retirement (1,313) @) (55) (1,257) — — —
ESOP tax benefit, redemptions and
other 20 — — — 20 — —
BALANCES AT JULY 2, 2011 1,893 6 39 2,161 (77) (265) 29
Net income 848 _ _ 845 _ _ 3
Translation adjustments, net of tax
of $(17) (23) — — — — (23) —
Net unrealized gain (loss) 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 (138) _ _ (138) — — —
Dividends paid on noncontrolling
interest/Other 2) — — — — — 2)
Disposition of noncontrolling interest (29) _ _ _ _ _ (29)
Repurchase of noncontrolling
interest (20) — () — — — Q)
Spin-off of International Coffee and
Tea business (2,408) — 5) (2,566) — 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 — 1) — 16 — —
BALANCES AT JUNE 30, 2012 235 1 144 205 (61) (144) _
Net income 252 _ _ 252 — — —

Translation adjustments, net of tax
of $(6) (21) — — — — (21) —

Net unrealized gain (loss) on
qualifying cash flow hedges, net 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 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 $ 200 $ 477 % 53) $ (141) $

The accompanying Notes to Financial Statements 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 cash from operating 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 of businesses 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
Purchase of software and other intangibles
Acquisitions of businesses and investments
Dispositions of businesses and investments
Cash balance of International Coffee and Tea business at spin-off
Deposit on business disposition
Cash received from (used in) derivative transactions
Sales of assets
Net cash from (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 maturities
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 at beginning of year
Less: Cash balance of discontinued operations at end of year
Cash and equivalents at beginning of year
Cash and equivalents at end of year
Supplemental Cash Flow Data

Cash paid for restructuring charges

P O ] HE DRGSO PP PR

June 29, 2013

252

148
18
1
(75)
44
(14)

11)

19
(38)
30
(52)
(89)
20
253

(135)
(5)

96

(41)

47

(46)

(45)
&)

165

235
400

102

June 30, 2012

848

266
46
428
(772)
(400)
(226)
(43)
39
(70)

66
34
(30)
29
94
(60)
249

(314)
(188)
(30)
2,033
(2,061)

31

(521)

84

851
(1,811)
(204)
15
(20)
(271)
(1,346)
(213)
(1,831)
1,992

74
235

512

EX 99.]

July 2, 2011

1,272

302
84
21
(1,305)
180
(80)

55
(19)

116
(206)
(42)
62
(a71)
178
447

(337)

(18)

(119)
2,305

203
81

14
2,129

52

(1,313)
1,054

(1,431)
172

(285)
(1,751)
286
1,111
911
(1,992)
44

74

177



$ 8 3 213 % 124
Cash paid for income taxes $ 15 $ 209 $ 325

The accompanying Notes to Financial Statements are an integral part of these statements.




EX 99.]

Note 1 - Nature of Operations and Basis of Presenta  tion

Nature of Operations

The Hillshire Brands Company (corporation, company or Hillshire Brands) is a U.S.-based company that primarily focuses on
meat and meat-centric food products. The company's principal product lines are branded packaged meat products and frozen
bakery products. Sales are made in both the retail channel, to supermarkets, warehouse clubs and national chains, and the
foodservice channel.

The relative importance of each of the company's business segments over the past three years, as measured by sales and
operating segment income, is presented in Note 19 - Business Segment Information, of these financial statements.

Basis of Presentation

The Consolidated Financial Statements include the accounts of the company and all subsidiaries where we have a controlling
financial interest. The consolidated financial statements include the accounts of a variable interest entity (VIE) for which the
company is deemed the primary beneficiary. The results of companies acquired or disposed of during the year are included in the
consolidated financial statements from the effective date of acquisition, or up to the date of disposal. All significant intercompany
balances and transactions have been eliminated in consolidation.

The fiscal year ends on the Saturday closest to June 30. Fiscal 2013, 2012 and 2011 were 52-week years. Unless otherwise
stated, references to years relate to fiscal years.

Discontinued Operations The Australian bakery business is reported as discontinued operations beginning in 2013. The results of
the international coffee and tea, North American foodservice beverage, European bakery, North American fresh bakery, North
American refrigerated dough, and international household and body care businesses had previously been reported as
discontinued operations in the company's 2012 annual report. The results of operations of these businesses through the date of
disposition are presented as discontinued operations in the Consolidated Statements of Income for all periods presented. For
business dispositions completed prior to 2013, the assets and liabilities of discontinued operations, prior to disposition, were
aggregated and reported on separate lines of the Consolidated Balance Sheets.

Financial Statement Corrections During 2013, the company corrected certain balance sheet accounts as well as SG&A and
income tax expense in the income statement related to continuing operations for errors that included the understatement of an
asset for deposits held as collateral by insurance companies and the understatement of non-current deferred tax assets related to
an employee benefit plan. It also corrected certain errors related to the tax provisions associated with the operating results for
discontinued operations and the gain/loss on sale of discontinued operations. For the full year 2013, the correction of these errors
increased income for continuing operations by $9.5 million pretax ($8.3 million after tax) and net income by $11.0 million. The
company evaluated these errors in relation to the period in which they were corrected, as well as the periods in which they
originated, and concluded that these errors did not materially misstate the 2013 financial statements or any previously issued
financial statements.




EX 99.1
Note 2 - Summary of Significant Accounting Policies

The Consolidated Financial Statements have been prepared in accordance with generally accepted accounting principles in the
U.S. (GAAP).

The preparation of the Consolidated Financial Statements in conformity with GAAP requires management to make use of
estimates and assumptions that affect the reported amount of assets and liabilities, revenues and expenses and certain financial
statement disclosures. Significant estimates in these Consolidated Financial Statements include allowances for doubtful accounts
receivable, net realizable value of inventories, sales incentives, useful lives of property and identifiable intangible assets, the
evaluation of the recoverability of property, identifiable intangible assets and goodwill, self-insurance reserves, income tax and
valuation reserves, the valuation of assets and liabilities acquired in business combinations, assumptions used in the
determination of the funded status and annual expense of pension and postretirement employee benefit plans, and the volatility,
expected lives and forfeiture rates for stock compensation instruments granted to employees. Actual results could differ from
these estimates.

Reacquired Shares

The Company is incorporated in the State of Maryland and under the laws of that state shares of its own stock that are acquired
by the Company constitute authorized but unissued shares. The cost of the acquisition by the Company of shares of its own stock
in excess of the aggregate par value of the shares first reduces capital surplus, to the extent available, with any residual cost
applied against retained earnings.

Sales Recognition and Incentives

The company recognizes sales when they are realized or realizable and earned. The company considers revenue realized or
realizable and earned when persuasive evidence of an arrangement exists, delivery of products has occurred, the sales price
charged is fixed or determinable, and collectability is reasonably assured. For the company, this generally means that we
recognize sales when title to and risk of loss of our products pass to our resellers or other customers. In particular, title usually
transfers upon receipt of our product at our customers' locations, or upon shipment, as determined by the specific sales terms of
the transactions.

Sales are recognized as the net amount to be received after deducting estimated amounts for sales incentives, trade allowances
and product returns. The company estimates trade allowances and product returns based on historical results taking into
consideration the customer, transaction and specifics of each arrangement. The company provides a variety of sales incentives to
resellers and consumers of its products, and the policies regarding the recognition and display of these incentives within the
Consolidated Statements of Income are as follows:

Discounts, Coupons and Rebates The cost of these incentives is recognized at the later of the date at which the related sale is
recognized or the date at which the incentive is offered. The cost of these incentives is estimated using a number of factors,
including historical utilization and redemption rates. Substantially all cash incentives of this type are included in the determination
of net sales. Incentives offered in the form of free product are included in the determination of cost of sales.

Slotting Fees Certain retailers require the payment of slotting fees in order to obtain space for the company's products on the
retailer's store shelves. These amounts are included in the determination of net sales when a liability to the retailer is created.

Volume-Based Incentives These incentives typically involve rebates or refunds of a specified amount of cash only if the reseller
reaches a specified level of sales. Under incentive programs of this nature, the company estimates the incentive and allocates a
portion of the incentive to reduce each underlying sales transaction with the customer.

Cooperative Advertising Under these arrangements, the company agrees to reimburse the reseller for a portion of the costs
incurred by the reseller to advertise and promote certain of the company's products. The company recognizes the cost of
cooperative advertising programs in the period in which the advertising and promotional activity first takes place. The costs of
these incentives are generally included in the determination of net sales.

Fixtures and Racks Store fixtures and racks are given to retailers to display certain of the company's products. The costs of these
fixtures and racks are recognized as expense in the period in which they are delivered to the retailer.




EX 99.]

Advertising Expense

Advertising costs, which include the development and production of advertising materials and the communication of this material
through various forms of media, are expensed in the period the advertising first takes place. Advertising expense is recognized in
the "Selling, general and administrative expenses" line in the Consolidated Statements of Income. Total media advertising
expense for continuing operations was $113 million in 2013, $86 million in 2012 and $81 million in 2011.

Cash and Equivalents
All highly liquid investments purchased with a maturity of three months or less at the time of purchase are considered to be cash
equivalents.

Accounts Receivable Valuation

Accounts receivable are stated at their net realizable value. The allowance for doubtful accounts reflects the company's best
estimate of probable losses inherent in the receivables portfolio determined on the basis of historical experience, specific
allowances for known troubled accounts and other currently available information.

Shipping and Handling Costs
Shipping and handling costs are $249 million in 2013, $258 million in 2012 and $240 million in 2011. These costs are recognized
in the "Selling, general and administrative expenses" line of the Consolidated Statements of Income.

Inventory Valuation

Inventories are stated at the lower of cost or market. Cost is determined by the first-in, first-out (FIFO) method. Rebates, discounts
and other cash consideration received from a vendor related to inventory purchases are reflected as a reduction in the cost of the
related inventory item, and are therefore, reflected in cost of sales when the related inventory item is sold.

Recognition and Reporting of Planned Business Dispo sitions

When a decision to dispose of a business component is made, it is necessary to determine how the results will be presented
within the financial statements and whether the net assets of that business are recoverable. The following summarizes the
significant accounting policies and judgments associated with a decision to dispose of a business.

Discontinued Operations A discontinued operation is a business component that meets several criteria. First, it must be possible
to clearly distinguish the operations and cash flows of the component from other portions of the business. Second, the operations
need to have been sold, spun-off or classified as held for sale. Finally, after the disposal, the cash flows of the component must be
eliminated from continuing operations and the company may not have any significant continuing involvement in the business.
Significant judgments are involved in determining whether a business component meets the criteria for discontinued operation
reporting and the period in which these criteria are met. The results for a business to be spun-off do not meet the criteria for
discontinued operations reporting until the completion of the spin-off.

If a business component is reported as a discontinued operation, the results of operations through the date of sale are presented
on a separate line of the income statement. Interest on corporate level debt is not allocated to discontinued operations. Any gain
or loss recognized upon the disposition of a discontinued operation is also reported on a separate line of the income statement.
Prior to disposition, the assets and liabilities of discontinued operations are aggregated and reported on separate lines of the
balance sheet.

Gains and losses related to the sale of business components that do not meet the discontinued operation criteria are reported in
continuing operations and separately disclosed, if significant.
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Businesses Held for Sale In order for a business to be classified as held for sale, several criteria must be achieved. These criteria
include, among others, an active program to market the business and locate a buyer, as well as the probable disposition of the
business within one year. Upon being classified as held for sale, the recoverability of the carrying value of a business must be
assessed. Evaluating the recoverability of the assets of a business classified as held for sale follows a defined order in which
property and intangible assets subject to amortization are considered only after the recoverability of goodwill, intangible assets not
subject to amortization and other assets are assessed. After the valuation process is completed, the held for sale business is
reported at the lower of its carrying value or fair value less cost to sell and no additional depreciation expense is recognized
related to property. The carrying value of a held for sale business includes the portion of the cumulative translation adjustment
related to the operation. Once a business is classified as held for sale, all of its historical balance sheet information is included in
assets and liabilities held for sale in the balance sheet.

Businesses Held for Use If a decision to dispose of a business is made and the held for sale criteria are not met, the business is
considered held for use and its assets are evaluated for recoverability in the following order: assets other than goodwill; property
and intangibles subject to amortization; and finally, goodwill. In evaluating the recoverability of property and intangible assets
subject to amortization, in a held for use business, the carrying value of the business is first compared to the sum of the
undiscounted cash flows expected to result from the use and eventual disposition of the operation. If the carrying value exceeds
the undiscounted expected cash flows, then an impairment is recognized if the carrying value of the business exceeds its fair
value.

There are inherent judgments and estimates used in determining future cash flows and it is possible that additional impairment
charges may occur in future periods. In addition, the sale of a business can result in the recognition of a gain or loss that differs
from that anticipated prior to the closing date.

Property

Property is stated at historical cost and depreciation is computed using the straight-line method over the lives of the assets.
Machinery and equipment are depreciated over periods ranging from 3 to 25 years and buildings and building improvements over
periods of up to 40 years. Additions and improvements that substantially extend the useful life of a particular asset and interest
costs incurred during the construction period of major properties are capitalized. Leasehold improvements are capitalized and
amortized over the shorter of the remaining lease term or remaining economic useful life. Repairs and maintenance costs are
charged to expense. Upon the sale or disposition of property, the cost and related accumulated depreciation are removed from the
accounts. Capitalized interest was $2 million in 2013, $5 million in 2012 and $10 million in 2011.

Property is tested for recoverability whenever events or changes in circumstances indicate that its carrying value may not be
recoverable. Such events include significant adverse changes in the business climate, current period operating or cash flow
losses, forecasted continuing losses or a current expectation that an asset group will be disposed of before the end of its useful
life or spun-off. Recoverability of property is evaluated by a comparison of the carrying amount of an asset or asset group to future
net undiscounted cash flows expected to be generated by the asset or asset group. If the carrying amount exceeds the estimated
future undiscounted cash flows then an asset is not recoverable. The impairment loss recognized is the amount by which the
carrying amount of the asset exceeds the estimated fair value using discounted estimated future cash flows.

Assets that are to be disposed of by sale are recognized in the financial statements at the lower of carrying amount or fair value,
less cost to sell, and are not depreciated after being classified as held for sale. In order for an asset to be classified as held for
sale, the asset must be actively marketed, be available for immediate sale and meet certain other specified criteria.

Trademarks and Other Identifiable Intangible Assets

The primary identifiable intangible assets of the company are trademarks and customer relationships acquired in business
combinations and computer software. The company capitalizes direct costs of materials and services used in the development
and purchase of internal-use software. Identifiable intangibles with finite lives are amortized and those with indefinite lives are not
amortized. The estimated useful life of a finite-lived identifiable intangible asset is based upon a number of factors, including the
effects of demand, competition, expected changes in distribution channels and the level of maintenance expenditures required to
obtain future cash flows.
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Identifiable intangible assets that are subject to amortization are evaluated for impairment using a process similar to that used in
evaluating the recoverability of property, plant and equipment. Identifiable intangible assets not subject to amortization are
assessed for impairment at least annually and as triggering events may occur. The impairment test for identifiable intangible
assets not subject to amortization consists of a comparison of the fair value of the intangible asset with its carrying amount. An
impairment loss is recognized for the amount by which the carrying value exceeds the fair value of the asset. In making this
assessment, management relies on a number of factors to discount estimated future cash flows including operating results,
business plans and present value techniques. Rates used to discount cash flows are dependent upon interest rates and the cost
of capital at a point in time. There are inherent assumptions and judgments required in the analysis of intangible asset impairment.
It is possible that assumptions underlying the impairment analysis will change in such a manner that impairment in value may
occur in the future.

Goodwill

Goodwill is the difference between the purchase price and the fair value of the assets acquired and liabilities assumed in a
business combination. When a business combination is completed, the assets acquired and liabilities assumed are assigned to
the reporting unit or units of the company given responsibility for managing, controlling and generating returns on these assets
and liabilities. Reporting units are business components at or one level below the operating segment level for which discrete
financial information is available and reviewed by segment management. In many instances, all of the acquired assets and
liabilities are assigned to a single reporting unit and in these cases all of the goodwill is assigned to the same reporting unit. In
those situations in which the acquired assets and liabilities are allocated to more than one reporting unit, the goodwill to be
assigned to each reporting unit is determined in a manner similar to how the amount of goodwill recognized in the business
combination is determined.

Goodwill is not amortized; however, it is assessed for impairment at least annually and as triggering events may occur. The
company performs its annual review for impairment in the fourth quarter of each fiscal year. The company uses accounting
standards regarding goodwill impairment reviews that permit an entity to first assess qualitative factors to determine whether it is
more likely than not that the fair value of a reporting unit is less than its

carrying amount as a basis for determining whether it is necessary to perform the two-step goodwill impairment test. The more-
likely-than-not threshold is defined as having a likelihood of more than 50%. Some of the factors considered in the qualitative
assessment process were the overall financial performance of the business including current and expected cash flows, revenues
and earnings; changes in macroeconomic or industry conditions; changes in cost factors such as raw materials and labor; and
changes in management, strategy or customers. If, after assessing the totality of events or circumstances, an entity determines
that it is not more likely than not that the fair value is less than the carrying amount, then the two-step process of impairment
testing is unnecessary.

However, if the qualitative assessment discussed above indicates that there may be a possible impairment then the first step of
the goodwill impairment test is required to be performed. The first step involves a comparison of the fair value of a reporting unit
with its carrying value. If the carrying value of the reporting unit exceeds its fair value, the second step of the process is necessary
and involves a comparison of the implied fair value and the carrying value of the goodwill of that reporting unit. If the carrying
value of the goodwill of a reporting unit exceeds the implied fair value of that goodwill, an impairment loss is recognized in an
amount equal to the excess.

In evaluating the recoverability of goodwill, it is necessary to estimate the fair values of the reporting units. In making this
assessment, management relies on a number of factors to discount anticipated future cash flows, including operating results,
business plans and present value techniques. The fair value of reporting units is estimated based on a discounted cash flow
model. The discounted cash flow model uses management's business plans and projections as the basis for expected future cash
flows for the first three years and a residual growth rate thereafter. Management believes the assumptions used for the
impairment test are consistent with those utilized by a market participant performing similar valuations for our reporting units. A
separate discount rate derived from published sources was utilized for each reporting unit. Rates used to discount cash flows are
dependent upon interest rates, market-based risk premium and the cost of capital at a point in time. Because some of the inherent
assumptions and estimates used in determining the fair value of these reporting units are outside the control of management,
including interest rates, market-based risk premium, the cost of capital, and tax rates, changes in these underlying assumptions
and our credit rating can also adversely impact the business units' fair values. The amount of any impairment is dependent on
these factors, which cannot be predicted with certainty.
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Exit and Disposal Activities

Exit and disposal activities primarily consist of various actions to sever employees, exit certain contractual obligations and dispose
of certain assets. Charges are recognized for these actions in the period in which the liability is incurred. Adjustments to previously
recorded charges resulting from a change in estimated liability are recognized in the period in which the change is identified. Our
methodology used to record these charges is described below.

Severance Severance actions initiated by the company are generally covered under previously communicated benefit
arrangements, which provides for termination benefits in the event that an employee is involuntarily terminated. Liabilities are
recorded under these arrangements when it is probable that employees will be entitled to benefits and the amount can be
reasonably estimated. This generally occurs when management with the appropriate level of authority approves an action to
terminate employees who have been identified and targeted for termination within one year.

Noncancelable Lease and Contractual Obligations Liabilities are incurred for noncancelable lease and other contractual
obligations when the company terminates the contract in accordance with contract terms or when the company ceases using the
right conveyed by the contract or exits the leased space. The charge for these items is determined based on the fair value of
remaining lease rentals reduced by the fair value of estimated sublease rentals that could reasonably be obtained for the property,
estimated using an expected present value technique.

Other For other costs associated with exit and disposal activities, a charge is recognized at its fair value in the period in which the
liability is incurred, estimated using an expected present value technique, generally when the services are rendered.

Stock-Based Compensation
The company recognizes the cost of employee services received in exchange for awards of equity instruments over the vesting
period based upon the grant date fair value of those awards.

Income Taxes

The company's tax rate from period to period is affected by many factors. The most significant of these factors includes changes
in tax legislation, the tax characteristics of the company's income, the timing and recognition of goodwill impairments and
acquisitions and dispositions. In addition, the company's tax returns are routinely audited and finalization of issues raised in these
audits sometimes affects the tax provision. It is reasonably possible that tax legislation in the jurisdictions in which the company
does business may change in future periods. While such changes cannot be predicted, if they occur, the impact on the company's
tax assets and obligations will need to be measured and recognized in the financial statements.

Deferred taxes are recognized for the future tax effects of temporary differences between financial and income tax reporting using
tax rates for the years in which the differences are expected to reverse. Federal income taxes are provided on that portion of the
income of foreign subsidiaries that are expected to be remitted to the U.S. and be taxable.

The management of the company periodically estimates the probable tax obligations of the company using historical experience in
tax jurisdictions and informed judgments in accordance with GAAP. For a tax benefit to be recognized, a tax position must be
more-likely-than-not to be sustained upon examination by the taxing authority. The company adjusts these reserves in light of
changing facts and circumstances; however, due to the complexity of some of these situations, the ultimate payment may be
materially different from the estimated recorded amounts. Any adjustment to a tax reserve impacts the company's tax expense in
the period in which the adjustment is made.
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Defined Benefit, Postretirement and Life-Insurance Plans

The company recognizes the funded status of defined pension and postretirement plans in the Consolidated Balance Sheet. The
funded status is measured as the difference between the fair market value of the plan assets and the benefit obligation. The
company measures its plan assets and liabilities as of its fiscal year end. For a defined benefit pension plan, the benefit obligation
is the projected benefit obligation; for any other defined benefit postretirement plan, such as a retiree health care plan, the benefit
obligation is the accumulated postretirement benefit obligation. Any overfunded status should be recognized as an asset and any
underfunded status should be recognized as a liability. Any transitional asset/(liability), prior service cost (credit) or actuarial
(gain)/loss that has not yet been recognized as a component of net periodic cost is recognized in the accumulated other
comprehensive income section of the Consolidated Statements of Equity, net of tax. Accumulated other comprehensive income
will be adjusted as these amounts are subsequently recognized as a component of net periodic benefit costs in future periods.

Financial Instruments

The company uses financial instruments, including options and futures to manage its exposures to movements in commodity
prices. The use of these financial instruments modifies the exposure of these risks with the intent to reduce the risk or cost to the
company. The company does not use derivatives for trading purposes and is not a party to leveraged derivatives.

The company uses either hedge accounting or mark-to-market accounting for its derivative instruments. Under hedge accounting,
the company formally documents its hedge relationships, including identification of the hedging instruments and the hedged items,
as well as its risk management objectives and strategies for undertaking the hedge transaction. This process includes linking
derivatives that are designated as hedges of specific assets, liabilities, firm commitments or forecasted transactions. The company
also formally assesses, both at inception and at least quarterly thereafter, whether the derivatives that are used in hedging
transactions are highly effective in offsetting changes in either the fair value or cash flows of the hedged item. If it is determined
that a derivative ceases to be a highly effective hedge, or if the anticipated transaction is no longer likely to occur, the company
discontinues hedge accounting and any deferred gains or losses are recorded in the "Selling, general and administrative
expenses" line in the Consolidated Statements of Income. Derivatives are recorded in the Consolidated Balance Sheets at fair
value in other assets and other liabilities. For more information about accounting for derivatives see Note 15 - Financial
Instruments.

Self-Insurance Reserves

The company purchases third-party insurance for workers' compensation, automobile and product and general liability claims that
exceed a certain level. The company is responsible for the payment of claims under these insured limits. The undiscounted
obligation associated with these claims is accrued based on estimates obtained from consulting actuaries. Historical loss
development factors are utilized to project the future development of incurred losses, and these amounts are adjusted based upon
actual claim experience and settlements. Accrued reserves, excluding any amounts covered by insurance, were $32 million as of
June 29, 2013 and $41 million as of June 30, 2012.

Business Acquisitions

With respect to business acquisitions, the company is required to recognize and measure the identifiable assets acquired,
liabilities assumed, contractual contingencies, contingent consideration and any noncontrolling interest in an acquired business at
fair value on the acquisition date. In addition, the accounting guidance also requires expensing acquisition costs when incurred,
restructuring costs in periods subsequent to the acquisition date, and any adjustments to deferred tax asset valuation allowances
and acquired uncertain tax positions after the measurement period to be reflected in income tax expense.

Foreign Currency Translation

Foreign currency denominated assets and liabilities are translated into U.S. dollars at exchange rates existing at the respective
balance sheet dates. Translation adjustments resulting from fluctuations in exchange rates are recorded as a separate component
of other comprehensive income within common stockholders' equity. The company translates the results of operations of its
foreign subsidiaries at the average exchange rates during the respective periods. Gains and losses resulting from foreign currency
transactions, the amounts of which are not material, are included in selling, general and administrative expense.
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Note 3 - Intangible Assets and Goodwill

The primary components of the intangible assets reported in continuing operations and the related amortization expense follows:

Accumulated Net Book
In millions Gross Amortization Value
2013
Intang_ible_ assets subject to
amortization
Trademarks and brand names $ 31 $ 4 $ 27
Customer relationships 72 46 26
Computer software 133 112 21
Other contractual agreements 3 _ 3
$ 239 % 162 77
Trademarks and brand names not subject to amortizat  ion 44
Net book value of intangible assets $ 121
2012
Intangiblq assets subject to
amortization
Trademarks and brand names 31 2 29
Customer relationships 72 44 28
Computer software 128 100 28
Other contractual agreements 3 _ 3
$ 234 3 146 88
Trademarks and brand names not subject to amortizat ion 44
Net book value of intangible assets $ 132

The year-over-year change in the value of trademarks and brand names and customer relationships is primarily due to the impact
of amortization during the year. The amortization expense reported in continuing operations for intangible assets subject to
amortization was $17 million in 2013, $21 million in 2012 and $31 million in 2011. The estimated amortization expense for the next
five years, assuming no change in the estimated useful lives of identifiable intangible assets or changes in foreign exchange rates,
is as follows: $17 million in 2014, $7 million in 2015, $6 million in 2016, $6 million in 2017 and $4 million in 2018. At June 29,
2013, the weighted average remaining useful life for trademarks is 18 years; customer relationships is 13 years; computer
software is 2 years; and other contractual agreements is 8 years.

Goodwill
The goodwill reported in continuing operations associated with each business segment and the changes in those amounts during
2013 and 2012 are as follows:

Foodservice/
In millions Retail Other Total
Net Book Value at July 2, 2011
Gross goodwill $ 139 $ 501 $ 730
Accumulated impairment losses — (382) (382)
Net goodwill 139 209 348
Net Book Value at June 30, 2012
Gross goodwill 139 591 730
Accumulated impairment losses — (382) (382)
Net goodwill 139 209 348
Net Book Value at June 29, 2013
Gross goodwill 139 591 730
Accumulated impairment losses — (382) (382)
Net goodwill $ 139 % 209 % 348
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Note 4 - Impairment Charges

The company recognized impairment charges in 2013, 2012 and 2011 and the significant impairments are reported on the
"Impairment charges" line of the Consolidated Statements of Income. The impact of these charges is summarized in the following
table:

In millions Pretax Impairment Charge
2013

Retail $ 1
2012
General corporate expenses $ 14
2011
Foodservice/Other $ 15

The company currently tests goodwill and intangible assets not subject to amortization for impairment in the fourth quarter of its
fiscal year and whenever a significant event occurs or circumstances change that would more likely than not reduce the fair value
of these intangible assets. Other long-lived assets are tested for recoverability whenever events or changes in circumstances
indicate that its carrying value may not be recoverable. The following is a discussion of each impairment charge:

2013

Retail Property The company recognized a $1 million impairment charge related to machinery and equipment within the Retail
segment which was determined to no longer have any future use by the company.

2012

Capitalized Computer Software The company recognized a $14 million impairment charge related to the write-down of capitalized
computer software which was determined to no longer have any future use by the company. These charges were recognized as
part of general corporate expenses.

2011

Foodservice/Other Property The company recognized a $15 million impairment charge related to the write-down of manufacturing
equipment associated with the foodservice bakery operations of the Foodservice/Other segment.

Note 5 - Discontinued Operations

The results of the fresh bakery, refrigerated dough and foodservice beverage operations in North America and the international
coffee and tea, household and body care, European bakery and Australian bakery businesses are classified as discontinued
operations and are presented as discontinued operations in the condensed consolidated statements of income for all periods
presented. The assets and liabilities for these businesses met the accounting criteria to be classified as held for sale and have
been aggregated and reported on a separate line of the Condensed Consolidated Balance Sheet prior to disposition.

North American Operations

North American Fresh Bakery On October 21, 2011, the company announced an agreement with Grupo Bimbo that allowed the
parties to complete the previously announced sale of its North American Fresh Bakery business for a purchase price of $709
million. The sale also included a small portion of business that was part of the North American Foodservice/Other segment which
is not reflected as discontinued operations as it did not meet the definition of a component pursuant to the accounting rules. The
transaction closed on November 4, 2011 and Hillshire Brands received $717 million, which included working capital and other
purchase price adjustments. The company entered into a customary transition services agreement with the purchaser of this
business to provide for the orderly separation of the business and transition of various administrative functions and processes
which ended in the fourth quarter of 2013.
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The buyer of the North American Fresh Bakery business assumed all the pension and postretirement medical liabilities associated
with these businesses, including any multi-employer pension liabilities. An actuarial analysis under ERISA guidelines was
performed to determine the final plan assets that should be transferred to support the pension liabilities assumed by the buyer.
The transfer of the benefit plan liabilities to the buyer resulted in the recognition of a $36 million settlement loss related to the
defined benefit pension plans and a $71 million settlement gain and a $44 million curtailment gain related to the postretirement
benefit plans. These amounts have been included in the gain on disposition of this business.

North American Foodservice Beverage On October 24, 2011, the company announced that it had entered into an agreement to
sell the majority of its North American Foodservice Beverage operations to the J.M. Smucker Company (Smuckers) for $350
million. The transaction closed on December 31, 2011, resulting in the recognition of a pretax gain of $222 million in the second
quarter of 2012. The company received $376 million of proceeds, which included a working capital adjustment. The company
entered into a customary transition services agreement with Smuckers to provide for the orderly separation of the business and
the transition of various administrative functions and processes which ended in the fourth quarter of 2012. The company also
entered into a 10 year partnership to collaborate on liquid coffee innovation that will pay the company approximately $50 million
plus growth-related royalties over the 10 year period. While this arrangement provided a continuation of cash flows subsequent to
the divestiture, it did not represent significant continuing cash flows or significant continuing involvement that would have
precluded classification of the North American Foodservice Beverage component as a discontinued operation. This partnership
agreement was subsequently transferred to the international coffee and tea business as part of the spin-off. The company
performed an updated impairment analysis for the remaining assets for sale in North American foodservice beverage and
recognized a pretax impairment charge of $6 million in 2012 which has been recognized in the operating results for discontinued
operations. The company has also recognized exit related costs for this business which is included in the operating results for
discontinued operations.

North American Foodservice Refrigerated Dough On August 9, 2011, the company announced it had entered into an agreement
to sell its North American Foodservice Refrigerated Dough business to Ralcorp for $545 million. The company received $552
million of proceeds, which included working capital adjustments. The company entered into a customary transitional services
agreement with the purchaser of this business to provide for the orderly separation of the business and the orderly transition of
various functions and processes which ended in the fourth quarter of 2012.

International Operations

Australian Bakery In February 2013, the company completed the sale of its Australian Bakery business. Using foreign currency
exchange rates on the date of the transaction, the company received cash proceeds of $85 million and reported an after tax gain
on disposition of $42 million.

International Coffee and Tea On June 28, 2012, the company's international coffee and tea business was spun off into a new
public company called D.E MASTER BLENDERS 1753 N.V. The separation was effected as follows: a distribution of all of the
common stock of a U.S. subsidiary that held all of the company's international coffee and tea business ("CoffeeCo") was made to
an exchange agent on behalf of the company's shareholders of record. Immediately after the distribution of CoffeeCo common
stock, CoffeeCo paid a $3.00 per share dividend, which totaled $1.8 billion. After the payment of the dividend, CoffeeCo merged
with a subsidiary of D.E MASTER BLENDERS 1753 N.V. As a result of the spin-off, the historical results of the international coffee
and tea business have been reported as a discontinued operation in the company's consolidated financial statements. The
company entered into a master separation agreement that provided for the orderly separation of the business and transition of
various administrative functions and processes and a separate tax sharing agreement whereby DEMB agreed to indemnify the
company for certain tax liabilities that could result from the spin-off and certain related transactions. The company does not have
any significant continuing involvement in the business and does not expect any material direct cash inflows or outflows with this
business.
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European Bakery During the first quarter of 2012, management decided to divest the Spanish bakery and French refrigerated
dough businesses, collectively referred to as European Bakery, requiring that these businesses be tested for impairment under
the available for sale model. Based on an estimate of the anticipated proceeds for these businesses, the company recognized a
pretax impairment charge of $379 million for the Spanish bakery and French refrigerated dough businesses in 2012. A tax benefit
of $38 million was recognized on these impairment charges. On October 10, 2011, the company announced that it had signed an
agreement to sell the Spanish bakery business to Grupo Bimbo for €115 million and closed the transaction in the second quarter
of 2012. In the third quarter of 2012, the company also completed the disposition of its French refrigerated dough business for
€115 million. A $11 million pretax gain was recognized in 2012 on the sale of both the Spanish bakery and French refrigerated
dough businesses.

Global Body Care and European Detergents In December 2010, the company completed the disposition of its global body care
and European detergents business. Using foreign currency exchange rates on the date of the transaction, the company received
cash proceeds of $1.6 billion and reported an after tax gain on disposition of $488 million. The company entered into a customary
transitional services agreement with the purchaser of this business to provide for the orderly separation of the business and the
orderly transition of various functions and processes which was completed by the end of 2011.

Air Care Products Business In July 2010, the company sold a majority of its air care products business. Using foreign currency
exchange rates on the date of the transaction, the company received cash proceeds of $411 million, which represented the
majority of the proceeds received on the disposition of the Air Care business, and reported an after tax gain on disposition of $94
million. When this business was sold, certain operations were retained in Spain, until production related to non-air care
businesses ceased at the facility. The sale of the Spanish facility closed in the third quarter of 2012 and the company received $44
million of proceeds and recognized a pretax loss on the sale of this facility of $10 million.

Australia/New Zealand Bleach In February 2011, the company completed the sale of its Australia/New Zealand Bleach business.
Using foreign currency exchange rates on the date of the transaction, the company received cash proceeds of $53 million and
reported an after tax gain on disposition of $31 million.

Shoe Care Business In May 2011, the company completed the sale of the majority of its shoe care businesses. Using foreign
currency exchange rates on the date of the transaction, the company received cash proceeds of $276 million and reported an
after tax gain on disposition of $117 million. Certain other shoe care businesses were to be sold on a delayed basis. In 2012, the
company closed on the sale of its shoe care business in Malaysia, China and Indonesia and received $56 million of proceeds,
which included working capital adjustments.

Non-Indian Insecticides Business The company entered into an agreement to sell all of its Non-Indian Insecticides business for
€154 million to SC Johnson and received a deposit of €152 million in December 2010 on the sale of these businesses. Due to
competition concerns raised by the European Commission, the two parties abandoned the transaction as originally agreed but
were able to complete the sale of the insecticides businesses outside the European Union (Malaysia, Singapore, Kenya and
Russia) as well as a limited number of businesses inside the European Union in 2012. The company also divested the remaining
insecticides businesses inside the European Union to another buyer and transferred the net proceeds received from the
divestiture of those businesses to SC Johnson.

The company recognized a pretax gain of $255 million on the dispositions in 2012.
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Results of Discontinued Operations
The amounts in the tables below reflect the operating results of the businesses reported as discontinued operations up through
the date of disposition. The amounts of any gains or losses related to the disposal of these discontinued operations are excluded.

Pretax
Income Income

In millions Net Sales (Loss) (Loss)
2013
North American Fresh Bakery $ — % 1 %
North American Foodservice Beverage — 3
International Coffee and Tea — —
European Bakery — — ?3)
International Household and Body Care — — 1
Australian Bakery 80 3 8
Total $ 80 $ 7 $ 15
2012
North American Fresh Bakery $ 724 $ 29 % 163
North American Refrigerated Dough 74 13 9
North American Foodservice Beverage 330 (15) 9)
International Coffee and Tea 3,728 224 662
European Bakery 262 (384) (358)
International Household and Body Care 111 (5) 2)
Australian Bakery 136 2) 2)
Total $ 5365 $ (140) $ 463
2011
North American Fresh Bakery $ 2,037 % 58 $ 159
North American Refrigerated Dough 307 42 27
North American Foodservice Beverage 538 5 3
International Coffee and Tea 3,537 399 276
European Bakery 591 9) (16)
International Household and Body Care 1,078 72 36
Australian Bakery 135 2) 2)
Total $ 8,223 $ 565 $ 483

In 2012, as a consequence of the spin-off, the company released approximately $623 million of deferred tax liabilities on its
balance sheet related to the repatriation of foreign earnings with a corresponding reduction in the tax expense of the discontinued
international coffee and tea business. In 2011, the North American fresh bakery operations recognized a $122 million tax benefit
associated with the excess tax basis related to these assets.
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Gain (loss) on The Sale of Discontinued Operations
The gain (loss) on the sale of discontinued operations recognized in 2013, 2012 and 2011 are summarized in the following tables.

Pretax Tax
Gain (Loss) (Expense)/ After Tax

In millions on Sale Benefit Gain (Loss)
2013

North American Fresh Bakery $ 10 $ @4 $ 6
North American Foodservice Beverage 2 2 4
North American Refrigerated Dough — Q) Q)
Non-European Insecticides — 2 2
Australian Bakery 56 (14) 42
Total $ 68 $ (15) $ 53
2012

North American Fresh Bakery $ 94 3 (33 $ 61
North American Foodservice Beverage 222 (76) 146
North American Refrigerated Dough 198 (156) 42
European Bakery 11 (45) (34)
Non-European Insecticides 249 (59) 190
Air Care Products (20) Q) (11)
Other Household and Body Care 8 3 11
Total $ 72 $ (367) $ 405
2011

Global Body Care and European Detergents $ 867 $ (379 $ 488
Air Care Products 273 (279) 94
Australia/New Zealand Bleach 48 (17) 31
Shoe Care Products 115 2 117
Other Household and Body Care Businesses 1 — 1
Total $ 1,304 $ (573) $ 731

In 2012, the $156 million tax expense recognized on the sale of the North American Refrigerated Dough business was impacted
by the $254 million of goodwill that had no tax basis and the $45 million of tax expense recognized on the sale of the European
Bakery businesses was impacted by $140 million of cumulative translation adjustments that had no tax basis. The tax expense
recognized on the sale of the household and body care businesses in 2011 includes a $190 million charge related to the
anticipated repatriation of the cash proceeds received on the disposition of these businesses. In the fourth quarter of 2011, a
repatriation tax benefit of $79 million was recognized on the gain transactions, which was reflected in the income taxes on the
Shoe Care Products gain.

Discontinued Operations Cash Flows
The company's discontinued operations impacted the cash flows of the company as follows:

In millions 2013 2012 2011
Discontinued operations impact on

Cash from operating activities $ 10 $ 122 $ 309
Cash from (used in) investing activities 86 (368) 2,291
Cash used in financing activities (95) (1,530) (1,804)
Effect of changes in foreign exchange rates on cash ) (216) 285
Net cash impact of discontinued operations $ —  $ (1,992) $ 1,081
Cash balance of discontinued operations

At start of period $ —  $ 1,992 % 911
At end of period — — 1,992

Increase (decrease) in cash of discontinued operati ~ ons $ — 3 (1,992) $ 1,081
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The cash used in financing activities primarily represents the net transfers of cash with the corporate office. The net assets of the
discontinued operations includes only the cash noted above as most of the cash of those businesses, with the exception of the
international coffee and tea business, has been retained as a corporate asset.

There were no assets held for sale or disposition as of June 29, 2013. The assets held for sale of $5 million as of June 30, 2012
represented property, plant and equipment.

Note 6 - Exit, Disposal and Restructuring Activitie S

The company has incurred exit, disposition and restructuring charges for initiatives designed to improve its operational
performance and reduce cost. Details on exited businesses is provided in Note 5 - Discontinued Operations, of these financial
statements. In addition, in June 2012, the company completed the spin-off of its international coffee and tea operations into a new
public company, which resulted in the company incurring certain costs in conjunction with the spin-off. These costs include
restructuring actions such as employee termination costs and costs related to renegotiating contractual agreements; third-party
professional fees for consulting and other services that are directly related to the spin-off; and the costs of employees solely
dedicated to activities directly related to the spin-off.

The nature of the costs incurred includes the following:

Exit Activities, Asset and Business Disposition Actions
These amounts primarily relate to:
® Employee termination costs
® Lease and contractual obligation exit costs
® Gains or losses on the disposition of assets or asset groupings that do not qualify as discontinued operations

Restructuring/Spin-off Costs Recognized in Cost of Sales and Selling, General and Administrative Expenses
These amounts primarily relate to:
® Expenses associated with the installation of information systems
® Consulting costs
® Costs associated with the renegotiation of contracts for services with outside third-party vendors as part of the spin-off of
the international coffee and tea operations

Certain of these costs are recognized in Cost of Sales or Selling, General and Administrative Expenses in the Consolidated
Statements of Income as they do not qualify for treatment as an exit activity or asset and business disposition pursuant to the
accounting rules for exit and disposal activities. However, management believes that the disclosure of these charges provides the
reader with greater transparency to the total cost of the initiatives.

The following is a summary of the (income) expense associated with these actions, and also highlights where the costs are
reflected in the Consolidated Statements of Income:

In millions 2013 2012 2011
Exit and business dispositions $ 9 % 81 $ 38
Selling, general and administrative expenses 39 115 36

Total $ 48 $ 196 $ 74

The impact of these actions on the company's business segments and unallocated corporate expenses is summarized as follows:

In millions 2013 2012 2011
Retail $ @ $ 14 % 11
Foodservice/Other ) 4 3
(Increase) Decrease in business segment income ©)) 18 14
Increase in general corporate expenses 51 178 60
Total $ 48 % 196 $ 74
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The following table summarizes the activity during 2013 related to exit, disposal and restructuring related actions and the status of
the related accruals as of June 29, 2013. The accrued amounts remaining represent the estimated cash expenditures necessary
to satisfy remaining obligations. The majority of the cash payments to satisfy the accrued costs are expected to be paid in the next
12 months.

Non-cancellable Asset and
Employee leases/ business
termination and IT and other contractual disposition
In Millions other benefits costs obligations actions Total
Accrued costs as of June 30, 2012 $ 42 $ 16 $ 21 $ — 3% 79
Exit, disposal, and other costs (income) recognized
during 2013 6 40 12 (6) 52
Cash Payments (28) (44) (27) — (99)
Noncash Charges 5) (8) 17 — 4
Charges (income) in discontinued operations 2) 2 — — —
Change in estimate ?3) 1) — — 4)
Asset and business disposition action = = = 6 6
Accrued costs as of June 29, 2013 $ 10 3 5 % 23 % — 8 38

The 2013 exit, disposal and restructuring related actions are summarized below:

Recognized third-party consulting costs related to cost saving and efficiency studies

Recognized severance charges associated with planned employee terminations

Recognized third-party costs associated with the spin-off of international coffee and tea operations

Recognized lease exit costs

Disposed of certain manufacturing facilities related to the Retail and Foodservice/Other segments and recognized a
pretax gain of $6 million.

8686686

During 2013, the company began implementation of various cost saving and efficiency initiatives and recognized $17 million of
charges primarily related to consulting costs.

In 2012, the company recognized a charge to implement a plan to terminate approximately 520 employees, related to the retail,
foodservice and corporate office operations and provide them with severance benefits in accordance with benefit plans previously
communicated to the affected employee group or with local employment laws. As of June 29, 2013 all of the employees affected
under this plan have been terminated.

Note 7 - Common Stock
On June 28, 2012, the company effected a 1-for-5 reverse stock split of Hillshire Brands common stock. As a result, every five
shares of Hillshire Brands common stock were converted into one share of Hillshire Brands common stock. Any reference to the

number of shares outstanding or any per share amounts has been adjusted to reflect the impact of this reverse stock split.

Changes in outstanding shares of common stock for the past three years were:

Shares in thousands 2013 2012 2011

Beginning balances 120,644 117,420 132,424
Stock issuances

Stock option and benefit plans 2,436 1,104 642
Restricted stock plans 155 2,119 398
Reacquired shares _ — (16,044)
Other 13 1 —
Ending balances 123,248 120,644 117,420
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Common stock dividends and dividend-per-share amounts declared on outstanding shares of common stock were:

In millions except per share data 2013 2012 2011
Common stock dividends declared $ 61 $ 137  $ 275
Dividends per share amount declared $ 050 $ 115 % 2.30

During 2010, the company's Board of Directors had authorized a $3.0 billion share repurchase program. In March of 2010, the
company repurchased 7.3 million shares at a cost of $500 million under this program using an accelerated share repurchase
program (ASR). The ASR provided for a final settlement adjustment at termination in either shares of common stock or cash
based on the final volume weighted average stock price. In 2011, the company paid $13 million as a final settlement on the ASR.
During 2011, the company also repurchased 16 million shares at a cost of $1.3 billion.

As of June 29, 2013, the remaining amount authorized for repurchase is $1.2 billion of common stock under an existing share
repurchase program, plus 2.7 million shares of common stock that remain authorized for repurchase under the company's prior
share repurchase program.

Note 8 - Accumulated Other Comprehensive Income

The components of accumulated other comprehensive income are:
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Net

Unrealized
Gain

(Loss) on Pension/ Accumulated

Quialifying Post - Other

Cumulative Cash Flow retirement Comprehen- sive

Translation Hedges/ Liability Income

In millions Adjustment Other Adjustmnt (Loss)
Balance at July 3, 2010 (106) $ 1) (807) $ (914)
Disposition of Household & Body Care businesses 55 — — 55
Amortization of net actuarial loss and prior servic e credit — — 16 16
Net actuarial gain arising during the period — — 326 326
Pension plan curtailment — — 25 25
Other comprehensive income (loss) activity 270 7 (50) 227
Balance at July 2, 2011 219 6 (490) (265)
Business dispositions 127 — — 127
Amortization of net actuarial loss and prior servic e credit — — 1) Q)
Net actuarial loss arising during the period — — (70) (70)

Pension plan curtailments/

settlements — — 24 24
Spin-off of International Coffee and Tea business (180) — 343 163
Other comprehensive income (loss) activity (150) 26 (122)
Balance at June 30, 2012 16 8 (168) (144)
Business dispositions (15) — — (15)
Amortization of net actuarial loss and prior servic e credit — — ) )
Net actuarial gain arising during the period — — 27 27
Pension plan curtailments/settlements — — 1 1
Spin-off of International Coffee and Tea business 6 — — 6
Other comprehensive income (loss) activity (6) (8) — (24)
Balance at June 29, 2013 1 $ — (142) $ (141)
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Note 9 - Stock-Based Compensation

The company has various stock option and stock award plans. At June 29, 2013, 20.3 million shares were available for future
grant in the form of options, stock unit awards, restricted shares or stock appreciation rights. The company will satisfy the
requirement for common stock for share-based payments by issuing shares out of authorized but unissued common stock.

Stock Options

The exercise price of each stock option equals the market price of the company's stock on the date of grant. Options can generally
be exercised over a maximum term of 10 years. Options generally cliff vest and expense is recognized on a straight-line basis
during the vesting period.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model and the
following weighted average assumptions:

2013 2012 2011
Weighted average expected lives 6.0 7.0 7.2
Weighted average risk-free interest rates 0.95% 1.37% 2.08%
Range of risk-free interest rates 0.94 - 1.03% 1.28 - 1.38% 1.91 - 2.66%
Weighted average expected volatility 29.7% 28.1% 28.0%
Range of expected volatility 29.7 - 30.0% 28.1 - 28.3% 27.3 - 30.0%
Dividend yield 2.0% 2.5% 2.9%

The company uses historical volatility for a period of time that is comparable to the expected life of the option to determine
volatility assumptions.

A summary of the changes in stock options outstanding under the company's option plans during 2013 is presented below:

Weighted
Average
Weighted Remaining Aggregate
Average Contractual Intrinsic
Exercise Term Value (in
Shares in thousands Shares Price (Years) millions)
Options outstanding at June 30, 2012 6,264 $ 23.01 32 $ 38
Granted 2,525 25.99 — —
Exercised (2,563) 19.34 — —
Canceled/expired (371) 27.16 — —
Options outstanding at June 29, 2013 5855 $ 25.59 63 $ 44
Options exercisable at June 29, 2013 3,065 $ 24.92 38 $ 25

The company received cash from the exercise of stock options during 2013 of $47 million. As of June 29, 2013, the company had
$10.1 million of total unrecognized compensation expense related to stock option plans that will be recognized over the weighted
average period of 0.9 years.

In millions except per share data 2013 2012 2011
Number of options exercisable at end of fiscal year 3,065 5,704 7,784
Weighted average exercise price of options exercisa  ble at end of fiscal year $ 2492 $ 2265 $ 26.38
Weighted average grant date fair value of options g  ranted during the fiscal year $ 6.08 $ 635 $ 5.29
Total intrinsic value of options exercised during t he fiscal year $ 229 % 235 $ 8.0
Fair value of options that vested during the fiscal year $ 03 $ 169 $ 4.5

Stock Unit Awards

Restricted stock units (RSUs) are granted to certain employees to incent performance and retention over periods ranging from 1
to 3 years. Upon the achievement of defined parameters, the RSUs are generally converted into shares of the company's common
stock on a one-for-one basis and issued to the employees. A portion of all RSUs vest solely upon continued future service to the
company. A portion of RSUs vest based upon continued future employment and the achievement of certain defined performance
measures. The cost of these awards is determined using the fair value of the shares on the date of grant, and compensation is
recognized over the period during which the employees provide the requisite service to the company.
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The fair value of performance-based awards pegged to market-based targets is estimated on the date of grant using a Monte-
Carlo simulation model containing the following assumptions:

2013
Range of risk-free interest rates 0.28 - 0.35%
Range of expected volatility 24.0 - 25.0%
Range of initial TSR (7.3) - 13.1%
Dividend yield 2%

The following is a summary of the changes in the stock unit awards outstanding under the company's benefit plans during 2013:

Weighted
Average
Weighted Remaining Aggregate
Average Contractual Intrinsic
Grant Date Term Value (in
Shares in thousands Shares Fair Value (Years) millions)
Nonvested share units at June 30, 2012 340 $ 26.24 07 % 10
Granted 734 25.02 — —
Vested (158) 25.66 — —
Forfeited (71) 26.64 — —
Nonvested share units at June 29, 2013 845 % 25.26 16 $ 28
Exercisable share units at June 29, 2013 57 % 22.07 57 % 2

As of June 29, 2013, the company had $12 million of total unrecognized compensation expense related to stock unit plans that will
be recognized over the weighted average period of 1.8 years.

In millions except per share data 2013 2012 2011
Stock Unit Awards

Fair value of share-based units that vested during the fiscal year $ 4 $ 88 $ 42

Weighted average grant date fair value of share bas  ed units granted during the
fiscal year $ 2502 $ 29.09 $ 23.40
All Stock-Based Compensation

Total compensation expense $ 13 $ 35 $ 41
Tax benefit on compensation expense $ 5 $ 11 $ 15

Note 10 - Employee Stock Ownership Plans (ESOP)

The company maintains an ESOP that holds common stock of the company that is used to fund a portion of the company's
matching program for its 401(k) savings plan for domestic non-union employees. The purchase of the original stock by the ESOP
was funded both with debt guaranteed by the company and loans from the company. The debt guaranteed by the company was
fully paid in 2004 and only loans from the company to the ESOP remain. Each year, the company makes contributions that, with
the dividends on the common stock held by the ESOP, are used to pay loan interest and principal. Shares are allocated to
participants based upon the ratio of the current year's debt service to the sum of the total principal and interest payments over the
remaining life of the loan. The number of unallocated shares in the ESOP was 3 million at June 29, 2013 and 5 million at June 30,
2012. Expense recognition for the ESOP is accounted for under the grandfathered provisions contained within US GAAP.

The expense for the 401(k) savings plan recognized by the ESOP amounted to $5 million in 2013, $14 million in 2012 and $15
million in 2011. Payments to the ESOP were $10 million in 2013, $6 million in 2012 and $23 million in 2011.
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Note 11 - Earnings Per Share

Net income (loss) per share - basic is computed by dividing income (loss) attributable to Hillshire Brands by the weighted average
number of common shares outstanding for the period. Net income (loss) per share - diluted reflects the potential dilution that could
occur if options and fixed awards to be issued under stock-based compensation arrangements were converted into common
stock.

Options to purchase 2.2 million shares of common stock at June 29, 2013, 847 thousand shares of common stock at June 30,
2012 and 6.2 million shares of common stock at July 2, 2011 were not included in the computation of diluted earnings per share
because these options were either anti-dilutive or the exercise price was greater than the average market price of the company's
outstanding common stock. In 2012, the dilutive effect of stock options and award plans were excluded from the earnings per
share calculation because they would be antidilutive given the loss in the period.The following is a reconciliation of net income to
net income per share - basic and diluted - for the years ended June 29, 2013, June 30, 2012 and July 2, 2011:

In millions except earnings per share 2013 2012 2011
Income (loss) from continuing operations attributab le to Hillshire Brands $ 184 $ (200 $ 58
Net income from discontinued operations attributabl e to Hillshire Brands 68 865 1,205
Net income attributable to Hillshire Brands $ 252 $ 845 $ 1,263
Average shares outstanding - basic 123 119 124
Dilutive effect of stock compensation — — 1
Diluted shares outstanding 123 119 125
Income (loss) per common share - Basic
Income (loss) from continuing operations $ 150 $ (0.16) $ 0.47
Income from discontinued operations 0.55 7.29 9.69
Net income $ 205 $ 713 % 10.16
Income (loss) per common share - Diluted
Income (loss) from continuing operations $ 149 % (0.16) $ 0.46
Income from discontinued operations 0.55 7.29 9.65
Net income $ 204 % 713 % 10.11
Note 12 - Debt Instruments
The composition of the company's long-term debt, which includes capital lease obligations, is summarized in the following table:
In millions Maturity Date 2013 2012
Senior debt
10% zero coupon notes ($19 million face value) 2014 $ 18 $ 16
10% - 14.25% zero coupon notes ($105 million face v alue) 2015 93 82
2.75% notes 2016 400 400
4.1% notes 2021 278 278
6.125% notes 2033 152 152
Total senior debt 941 928
Obligations under capital lease — 2
Other debt 11 15
Total debt 952 945
Unamortized discounts ) 1)
Total long-term debt 951 944
Less current portion (29) 5)
$ 932 % 939
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In May 2012, the company issued $650 million in senior notes through a private placement. The offering consisted of $232 million
of 3.60% senior notes due May 15, 2019, $120 million of 3.81% senior notes due May 15, 2020, $124 million of 4.03% senior
notes due May 15, 2021 and $174 million of 4.20% senior notes due May 15, 2022. The proceeds were used to payoff existing
indebtedness and for general purposes. As part of the spin-off, the company satisfied its obligations under these notes by
effectively transferring the $650 million of indebtedness as part of the spin-off.

In April 2012, the company completed a tender offer for up to $470 million of combined aggregate principal amount of three series
of its outstanding debt securities: 6.125% Notes due Nov. 2032, 4.10% Notes due 2020 and 2.75% Notes due 2015. Upon the
expiration of the tender, the company accepted for purchase $348.4 million of 6.125% Notes and $121.6 million of the 4.10%
Notes and recognized $26 million of charges associated with the early extinguishment of this debt.

In April 2012, the company redeemed all of its 3.875% Notes due 2013, of which the aggregate principal amount outstanding was
$500 million. A charge of $13 million was incurred related to the early extinguishment of this debt.

Payments required on long-term debt during the years ending 2014 through 2018 are $19 million, $93 million, $400 million, nil and
nil, respectively. The company made cash interest payments of $35 million, $73 million and $99 million in 2013, 2012 and 2011,
respectively.

The company had a $1.2 billion revolving credit facility that matured on the date on which the spin-off was consummated. It was
replaced by a $750 million revolving credit facility that matures in June 2017. The credit facility has an annual fee of 0.15% of the
facility size as of June 29, 2013. Pricing under this facility is based on the company's current credit rating. As of June 29, 2013, the
company did not have any borrowings outstanding under the credit facility. This agreement supports commercial paper borrowings
and other financial instruments. The company had $57 million of letters of credit under this facility outstanding as of June 29,
2013. The company's credit facility and debt agreements contain customary representations, warranties and events of default, as
well as, affirmative, negative and financial covenants with which the company is in compliance. One financial covenant includes a
requirement to maintain an interest coverage ratio of not less than 2.0 to 1.0. The interest coverage ratio is based on the ratio of
EBIT to consolidated net interest expense with consolidated EBIT equal to net income plus interest expense, income tax expense,
and extraordinary or non-recurring non-cash charges and gains. For the 12 months ended June 29, 2013, the company's interest
coverage ratio was 9.0 to 1.0.

The financial covenants also include a requirement to maintain a leverage ratio of not more than 3.5 to 1.0. The leverage ratio is
based on the ratio of consolidated total indebtedness to an adjusted consolidated EBITDA. For the 12 months ended June 29,
2013, the leverage ratio was 2.1 to 1.0.

Selected data on the company's short-term obligations follow:

In millions 2012 2011
Maximum month-end borrowings $ 335 $ 503
Average borrowings during the year 97 242
Year-end borrowings — 198
Weighted average interest rate during the year 0.34% 0.31%
Weighted average interest rate at year-end —% 0.30%

There were no short-term borrowings during 2013.
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Note 13 - Leases

The company leases certain facilities, equipment and vehicles under agreements that are classified as either operating or capital
leases. The building leases have original terms that range from 10 to 15 years, while the equipment and vehicle leases have
terms of generally less than seven years.

In millions June 29, 2013 June 30, 2012
Gross book value of capital lease assets included i n property $ 3 $ 4
Net book value of capital lease assets included in property — 2

Future minimum payments, by year and in the aggregate, under capital leases are less than $1 million at June 29, 2013. Future
minimum payments, by year end in the aggregate, under noncancelable operating leases having an original term greater than one
year at June 29, 2013 were as follows:

Operating
In millions Leases
2014 $ 19
2015 15
2016 11
2017 10
2018 9
Thereafter 77
Total minimum lease payments $ 141
In millions 2013 2012 2011
Depreciation of capital lease assets $ 2 % 1 $ 1
Rental expense under operating leases 23 22 27

Note 14 - Contingencies and Commitments

Contingent Liabilities

The company is a party to various pending legal proceedings, claims and environmental actions by government agencies. The
company records a provision with respect to a claim, suit, investigation or proceeding when it is probable that a liability has been
incurred and the amount of the loss can reasonably be estimated. Any provisions are reviewed at least quarterly and are adjusted
to reflect the impact and status of settlements, rulings, advice of counsel and other information pertinent to the particular matter.

Aris This is a consolidation of cases filed by individual complainants with the Republic of the Philippines, Department of Labor and
Employment and the National Labor Relations Commission (NLRC) from 1998 through July 1999. The complaint alleges unfair
labor practices due to the termination of manufacturing operations in the Philippines by Aris Philippines, Inc. (Aris), a former
subsidiary of the company. The complaint names the company as a party defendant. In 2006, the arbitrator ruled against the
company and awarded the plaintiffs approximately $80 million in damages and fees. This ruling was appealed by the company
and subsequently set aside by the NLRC in December 2006. Both the complainants and the company have filed motions for
reconsideration. The company continues to believe that the plaintiffs' claims are without merit; however, it is reasonably possible
that this case will be ruled against the company and have a material adverse impact on the company's results of operations and
cash flows. The company has initiated settlement discussions for this case and has established an accrual for the estimated
settlement amount.
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Multi-Employer Pension Plans The company participates in one multi-employer pension plan (MEPP) that provided retirement
benefits to certain employees covered by collective bargaining agreements. Participating employers in a MEPP are jointly
responsible for any plan underfunding. MEPP contributions are established by the applicable collective bargaining agreements;
however, the MEPPs may impose increased contribution rates and surcharges based on the funded status of the plan and the
provisions of the Pension Protection Act of 2006 (PPA). The PPA imposes minimum funding requirements on the plans. Plans that
fail to meet certain funding standards as defined by the PPA are categorized as being either in a critical or endangered status. We
have received notice that the plan to which we contribute has been designated in critical status. The trustees of critical status
multi-employer plans must adopt a rehabilitation or funding improvement plan designed to improve the plan's funding within a
prescribed period of time. Rehabilitation and funding improvement plans may include increased employer contributions, reductions
in benefits or a combination of the two. Unless otherwise agreed upon, any requirement to increase employer contributions will not
take effect until the current collective bargaining agreements expire. However, a five percent surcharge for the initial critical year
(increasing to ten percent for the following and subsequent years) is imposed on contributions to plans in critical status and
remains in effect until the bargaining parties agree on modifications consistent with the rehabilitation plan adopted by the trustees.
In addition, the failure of a plan to meet funding improvement targets provided in its rehabilitation or funding improvement plan
could result in the imposition of an excise tax on contributing employers.

Under current law regarding multi-employer pension plans, a withdrawal or partial withdrawal from any plan that was underfunded
would render us liable for our proportionate share of that underfunding. This potential unfunded pension liability also applies
ratably to other contributing employers. Information regarding underfunding is generally not provided by plan administrators and
trustees on a current basis and when provided, is difficult to independently validate. Any public information available relative to
multi-employer pension plans may be dated as well. In the event of a withdrawal or partial withdrawal was to occur with respect to
the MEPP to which the company makes contributions, the impact to our consolidated financial statements could be material.
Withdrawal liability triggers could include the company's decision to close a plant or the dissolution of a collective bargaining unit.

The company's regularly scheduled contributions to MEPPs related to continuing operations totaled approximately $1 million in
2013, $2 million in 2012 and $3 million in 2011.

Guarantees

The company is a party to a variety of agreements under which it may be obligated to indemnify a third party with respect to
certain matters. Typically, these obligations arise as a result of contracts entered into by the company under which the company
agrees to indemnify a third party against losses arising from a breach of representations and covenants related to matters such as
title to assets sold, the collectibility of receivables, specified environmental matters, lease obligations assumed and certain tax
matters. In each of these circumstances, payment by the company is conditioned on the other party making a claim pursuant to
the procedures specified in the contract. These procedures allow the company to challenge the other party's claims. In addition,
the company's obligations under these agreements may be limited in terms of time and/or amount, and in some cases the
company may have recourse against third parties for certain payments made by the company. It is not possible to predict the
maximum potential amount of future payments under certain of these agreements, due to the conditional nature of the company's
obligations and the unique facts and circumstances involved in each particular agreement.

Historically, payments made by the company under these agreements have not had a material effect on the company's business,
financial condition or results of operations. The company believes that if it were to incur a loss in any of these matters, such loss
would not have a material effect on the company's business, financial condition or results of operations.
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The material guarantees for which the maximum potential amount of future payments can be determined, are as follows:

Contingent Lease Obligations The company is contingently liable for leases on property operated by others. At June 29, 2013, the
maximum potential amount of future payments the company could be required to make, if all of the current operators default on
the rental arrangements, is $18 million. The minimum annual rentals under these leases are $9 million in 2014, $8 million in 2015
and $1 million in 2016. The largest components of these amounts relate to a number of retail store leases operated by Coach, Inc.
Coach, Inc. is contractually obligated to provide the company, on an annual basis, with a standby letter of credit approximately
equal to the next year's rental obligations. The letter of credit in place at the close of 2013 was $7 million. This obligation to
provide a letter of credit expires when the company's contingent lease obligation is substantially extinguished. The company has
not recognized a liability for the contingent obligation on the Coach, Inc. leases.

Contingent Debt Obligations and Other The company has guaranteed the payment of certain third-party debt. The maximum
potential amount of future payments that the company could be required to make, in the event that these third parties default on
their debt obligations, is $16 million. At the present time, the company does not believe it is probable that any of these third parties
will default on the amount subject to guarantee.

In 2010, the company recognized a $26 million charge for a foreign tax indemnification related to the company's direct selling
business that was sold in 2006. In 2013, the remaining tax indemnification issues were finalized and, as a result, the company
recognized $10 million of pre-tax income related to the reversal of a portion of the amount originally charged to income.

Note 15 - Financial Instruments

Background Information

The company uses derivative financial instruments, including futures, options and swap contracts to manage its exposures to
commodity prices and interest rate risks. The use of these derivative financial instruments modifies the exposure of these risks
with the intent to reduce the risk or cost to the company. The company does not use derivatives for trading or speculative
purposes and is not a party to leveraged derivatives. More information concerning accounting for financial instruments can be
found in Note 2, Summary of Significant Accounting Policies in the company’s 2013 Annual Report.

Types of Derivative Instruments

Interest Rate and Cross Currency Swaps The company had utilized interest rate swap derivatives to manage interest rate risk, in
order to maintain a targeted amount of both fixed-rate and floating-rate long-term debt and notes payable. Interest rate swap
agreements that are effective at hedging the fair value of fixed-rate debt agreements are designated and accounted for as fair
value hedges. The company has a fixed interest rate on virtually all of its long-term debt, and as of June 29, 2013 the company is
not a party to any interest rate swap agreements.

Prior to the spin-off of its international coffee and tea business in June 2012, the company issued certain foreign-denominated
debt instruments and utilized cross currency swaps to reduce the variability of functional currency cash flows related to foreign
currency debt. Cross currency swap agreements that are effective at hedging the variability of foreign-denominated cash flows are
designated and accounted for as cash flow hedges. In the fourth quarter of 2012, the company entered into an offsetting cross
currency swap to neutralize €229 million due under the company’s one remaining cross currency swap that matured in June 2013.
The net cash paid on both derivative instruments was approximately $40 million.
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Commodity Futures and Options Contracts The company uses commodity futures and options to hedge a portion of its commaodity
price risk. The principal commodities hedged by the company include pork, beef, natural gas, diesel fuel, corn, wheat and other
ingredients. The company does not use significant levels of commaodity financial instruments to hedge commaodity prices and
primarily relies upon fixed rate supplier contracts to determine commaodity pricing. In circumstances where commodity-derivative
instruments are used, there is a high correlation between the commodity costs and the derivative instruments. For those
instruments where the commodity instrument and underlying hedged item correlate between 80% -125%%, the company
accounts for those contracts as cash flow hedges. However, the majority of commaodity derivative instruments are accounted for
as mark-to-market hedges. The company only enters into futures and options contracts that are traded on established, well-
recognized exchanges that offer high liquidity, transparent pricing, daily cash settlement and collateralization through margin
requirements.

Non-Derivative Instruments

Prior to the spin-off of its international coffee and tea business, the company used non-derivative instruments such as non-U.S.
dollar financing transactions or non-U.S. dollar assets or liabilities, including intercompany loans, to hedge the exposure of
changes in underlying foreign currency denominated subsidiary net assets, and they were declared as Net Investment Hedges.

The notional values of the various derivative instruments used by the company are summarized in the following table:

Hedge

Coverage
In millions June 29, 2013 June 30, 2012 (Number of Months)
Swap Contracts
Rec. fixed/pay fixed - cross currency swaps notiona |1 $ — 3 (40) —
Commodity contracts
Commodity future contracts 2
Grains and oilseeds $ 34 $ 56 5
Energy 29 27 11
Other commodities 20 25 6

1 The notional value is calculated using the exchange rates as the reporting date.
2 Commodity futures contracts are determined by the notional cost of the contract.

Cash Flow Presentation

The cash receipts and payments from a derivative instrument are classified according to the nature of the instrument, when
realized, generally in investing activities unless otherwise disclosed. However, cash flows from a derivative instrument that are
accounted for as a fair value hedge or cash flow hedge are classified in the same category as the cash flows from the items being
hedged provided the derivative does not include a financing element at inception. If a derivative instrument includes a financing
element at inception, all cash inflows and outflows of the derivative instrument are considered cash flows from financing activities.
If, for any reason, hedge accounting is discontinued, any remaining cash flows after that date shall be classified consistent with
mark-to-market instruments.

Contingent Features/ Concentration of Credit Risk

All of the company’s derivative instruments are governed by International Swaps and Derivatives Association (i.e., ISDA) master
agreements, requiring the company to maintain an investment grade credit rating from both Moody’s and Standard & Poor’s credit
rating agencies. If the company’s credit rating were to fall below investment grade, it would be in violation of these provisions, and
the counterparties to the derivative instruments could request immediate payment or demand immediate collateralization on the
derivative instruments in net liability positions. The aggregate fair value of all derivative instruments with credit-risk-related
contingent features that are in a liability position was nil on June 29, 2013 and $40 million on June 30, 2012, for which the
company posted no collateral.
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A large number of major international financial institutions are counterparties to the company’s financial instruments. The company
enters into financial instrument agreements only with counterparties meeting very stringent credit standards (a credit rating of A-
/A3 or better), limiting the amount of agreements or contracts it enters into with any one party and, where legally available,
executing master netting agreements. The company regularly monitors these positions. While the company may be exposed to
credit losses in the event of nonperformance by individual counterparties of the entire group of counterparties, the company has
not recognized any losses with these counterparties in the past and does not anticipate material losses in the future.

Trade accounts receivable due from customers that the company identified as having low or no credit ratings were $60 million at
June 29, 2013 and $52 million at June 30, 2012.

Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., exit price) in an orderly
transaction between market participants at the measurement date. Assets and liabilities measured at fair value must be
categorized into one of three different levels depending on the assumptions (i.e., inputs) used in the valuation. Level 1 provides
the most reliable measure of fair value while level 3 generally requires significant management judgment. Assets and liabilities are
classified in their entirety based on the lowest level of input significant to the fair value measurement.

The carrying amounts of cash and equivalents, trade accounts receivables, accounts payable, derivative instruments and notes
payable approximate fair values due to their short-term nature and are considered Level 1 based on the valuation inputs. The
carrying value of derivative instruments approximate fair value but may be considered Level 1 or Level 2 based on the valuation
inputs used (see balance sheet classification and fair value determination in the table presented later in this disclosure.) The fair
value of the company'’s long-term debt (considered Level 2 based on the valuation inputs used), including the current portion, is
estimated using discounted cash flows based on the company’s current incremental borrowing rates for similar types of borrowing
arrangements.

June 29, 2013 June 30, 2012

Fair Carrying Fair Carrying

In millions Value Amount Value Amount
Long-term debt, including current portion $ 981 $ 951 $ 1,004 $ 945

Information on the location and amounts of derivative fair values in the Consolidated Balance Sheet at June 29, 2013 and June
30, 2012 is as follows:

Assets Liabilities
Other Accrued
Current Assets Liabilities - Other
June 29, June 30, June 29, June 30,
In millions 2013 2012 2013 2012
Derivatives Designated as Hedging Instruments:
Foreign exchange contracts () $ — % — % — 3 40
Derivatives Not Designated as Hedging Instruments:
Foreign exchange contracts () — 1 — —
Total derivatives $ — 3 1 3 — $ 40

1 Categorized as level 2: Fair value of level 2 assets and liabilities as of June 30, 2012 are $1 million and $40 million, respectively.
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Information related to our cash flow hedges, net investment hedges, fair value hedges and other derivatives not designated as
hedging instruments for the periods ended June 29, 2013, and June 30, 2012, follows:

Interest Rate Foreign Exchange Commodity
Contracts Contracts Contracts Total

Year June 29, June 29, June 29, June 30, June 29, June 30,
In millions ended 2013  June 30,2012 2013  June 30,2012 2013 2012 2013 2012
Cash Flow Derivatives
Amount of gain (loss) recognized in other
comprehensive income (OCI)1 $ — 8 B $ — 3 — 3 6 3 13 % 6 $ 5
Amount of gain (loss) reclassified from AOCI
into earnings1, 2 — 3) — 2 18 2 18 1
Amount of ineffectiveness recognized in
earnings3, 4 — — — ) 1) 2 1) —

Amount of gain (loss) expected to be
reclassified into earnings during the next twelve
months — — — — 2) 10 ) 10

Net Investment Derivatives

Amount of gain (loss) recognized in OCI1 — — — 604 — — _ 604
Amount of gain (loss) recognized from OCI into
earnings6 — — — (446) — — — (446)
Amount of gain (loss) recognized from OCI into
spin-off dividend7 — — — 324 — — — 324

Fair Value Derivatives

Amount of derivative gain (loss) recognized in

earnings5 — 1 — — — — — 1
Amount of hedged item gain (loss) recognized in

earnings5 — 4 — — — — — 4
Derivatives Not Designated as Hedging

Instruments

Amount of gain (loss) recognized in Cost of

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

1 Effective Portion

2 Gain (loss) reclassified from AOCI into earnings is reported in interest or debt extinguishment , for interest rate swaps, in selling, general, and administrative
(SG&A) expenses for foreign exchange contracts and in cost of sales for commodity contracts.

3 Gain (loss) recognized in earnings is related to the ineffective portion and amounts excluded from the assessment of hedge effectiveness.

4 Gain (loss) recognized in earnings is reported in interest expense for foreign exchange contract and SG&A expenses for commodity contracts.

5 The amount of gain (loss) recognized in earnings on the derivative contracts and the related hedged item is reported in interest or debt extinguishment, for the
interest rate contracts and SG&A for the foreign exchange contracts.

6 The gain (loss) recognized from OCI into earnings is reported in gain on sale of discontinued operations.

7 The gain/(loss) recognized from OCI into the spin-off dividend is reported in Retained Earnings as a result of the spin-off
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Note 16 - Defined Benefit Pension Plans

The company sponsors two U.S. and one Canadian pension plans to provide retirement benefits to certain employees. The
benefits provided under these plans are based primarily on years of service and compensation levels.

Measurement Dates and Assumptions
A fiscal year end measurement date is utilized to value plan assets and obligations for all of the company's defined benefit
pension plans.

The weighted average actuarial assumptions used in measuring the net periodic benefit cost and plan obligations of continuing
operations were as follows:

2013 2012 2011
Net periodic benefit cost
Discount rate 4.2% 5.5% 5.4%
Long-term rate of return on plan assets 6.2% 6.5% 7.3%
Plan obligations
Discount rate 4.8% 4.2% 5.5%

The discount rate is determined by utilizing a yield curve based on high-quality fixed-income investments that have a AA bond
rating to discount the expected future benefit payments to plan participants. Compensation increase assumptions are based upon
historical experience and anticipated future management actions. Compensation changes for participants in the U.S. plans no
longer have an impact on the benefit cost or plan obligations as the participants in the U.S. salaried plan will no longer accrue
additional benefits. In determining the long-term rate of return on plan assets, the company assumes that the historical long-term
compound growth rates of equity and fixed-income securities and other plan investments will predict the future returns of similar
investments in the plan portfolio. Investment management and other fees paid out of plan assets are factored into the
determination of asset return assumptions.

Net Periodic Benefit Cost and Funded Status
The components of the net periodic benefit cost for continuing operations were as follows:

In millions 2013 2012 2011

Components of defined benefit net periodic benefit cost

Service cost $ 1 $ 9 % 7

Interest cost 70 73 73

Expected return on assets (92) (86) (81)

Amortization of :

Prior service cost 1 1 1

Net actuarial loss 4 3 13
Settlement loss 6 1 —

Net periodic benefit cost $ — 3 1 3 13

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

In 2012, the company recognized $1 million of settlement losses associated with plan settlements resulting from the payment of
lump-sum benefits to plan participants. In 2012, the disposition of the North American fresh bakery business resulted in the
recognition of a $36 million net settlement loss as a result of the assumption of the related plan liabilities by the buyer. The
settlement loss was recognized as part of the gain on disposition of this business.
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In 2011, the company recognized a curtailment loss of $5 million associated with the fresh bakery businesses as a result of the
expected decline in expected years of future service associated with the planned disposition of this business. The amounts
recognized in 2011 were reported as part of the results of discontinued operations.

The net periodic benefit cost of the defined benefit pension plans in 2013 was virtually unchanged from 2012 as an increase
settlement losses and amortization expense was offset by an increase in asset returns and lower interest expense.

The net periodic benefit cost of the defined benefit pension plans in 2012 was $12 million lower than in 2011. The decrease was
primarily due to a reduction in the amortization of net actuarial losses due to actuarial gains recognized during 2011, which
reduced the amount of actuarial losses to be amortized as of the end of 2011.

The amount of prior service cost and net actuarial loss that is expected to be amortized from accumulated other comprehensive
income and reported as a component of net periodic benefit cost in continuing operations during 2014 is $1 million and $4 million,
respectively.

The funded status of defined benefit pension plans at the respective year-ends was as follows:

In millions 2013 2012
Projected benefit obligation

Beginning of year $ 1,680 $ 1,377
Service cost 11 9
Interest cost 70 73
Plan amendments/other 1 1
Benefits paid (81) (73)
Actuarial (gain) loss (123) 294
Settlements 4 —
Foreign exchange — 1)
End of year $ 1562 $ 1,680
Fair value of plan assets

Beginning of year $ 1515 $ 1,259
Actual return on plan assets 3) 321
Employer contributions 8 9
Benefits paid (81) (73)
Foreign exchange — Q)
End of year 1,439 1,515
Funded status $ (123) $ (165)
Amounts recognized on the consolidated balance shee ts

Noncurrent asset $ 1 $ 5
Accrued liabilities (5) 4
Pension obligation (119) (166)
Net asset (liability) recognized $ (123) $ (165)
Amounts recognized in accumulated other comprehensi ve income

Unamortized prior service cost $ 7 $ 7
Unamortized actuarial loss, net 228 263
Total $ 235 % 270

The underfunded status of the plans decreased from $165 million in 2012 to $123 million in 2013, due to a $118 million decrease

in plan obligations resulting from $123 million of actuarial gains driven by an increase in the discount rate which was only patrtially
offset by a $76 million decrease in plan assets. The decrease in plan assets was the result of a decline in investment performance
during the year.
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The accumulated benefit obligation is the present value of pension benefits (whether vested or unvested) attributed to employee
service rendered before the measurement date and based on employee service and compensation prior to that date. The
accumulated benefit obligation differs from the projected benefit obligation in that it includes no assumption about future
compensation levels. The accumulated benefit obligations of the company's pension plans as of the measurement dates in 2013

and 2012 were $1.562 billion and $1.680 billion, respectively.

The projected benefit obligation, accumulated benefit obligation and fair value of plan assets for pension plans with accumulated

benefit obligations in excess of plan assets were:

In millions
Projected benefit obligation
Accumulated benefit obligation

Fair value of plan assets

Plan Assets, Expected Benefit Payments and Funding
The fair value of pension plan assets as of June 29, 2013 was determined as follows:

In millions
Equity securities

Total Fair Value

2013
1555 $
1,555
1,431

Quoted

Prices in

Active

Market for
Identical

Assets (Level 1)

2012
1,351

1,350
1,180

Significant
Other
Observable
Inputs (Level 2)

U.S. securities - pooled funds $ 85 85 —
Non-U.S. securities - pooled funds 102 102 —
Total equity securities 187 187 —
Fixed income securities

Government bonds 256 256 —
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 1,210 1,210 —
Real estate 23 23 —
Cash and equivalents 6 6 —
Derivatives _ — —
Other 13 13 _
Total fair value of assets $ 1,439 1,439 —
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The fair value of pension plan assets as of June 30, 2012 was determined as follows:

In millions

Equity securities

Non-U.S. securities - pooled funds
Fixed income securities
Government bonds
Corporate bonds

U.S. pooled funds

Non-U.S. pooled funds
Bond fund

Total fixed income securities
Real estate

Cash and equivalents
Derivatives

Other

Total fair value of assets

Total Fair Value

$ 38

247
593
168

341

1,355

21

14

83

4

$ 1,515

$

Quoted

Prices in

Active

Market for
Identical

Assets (Level 1)

38

247
593
168

341
1,355
21

14

74

4
1,506

$
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Significant
Other
Observable
Inputs (Level 2)

Level 1 assets were valued using market prices based on daily net asset value (NAV) or prices available through a public stock
exchange. Level 2 assets were valued primarily using market prices, derived from either an active market quoted price, which may
require adjustments to account for the attributes of the asset, or an inactive market transaction. The company did not have any
level 3 assets, which would include assets for which values are determined by non-observable inputs. See Note 15 - Financial
Instruments for additional information as to the fair value hierarchy.

The percentage allocation of pension plan assets based on a fair value basis as of the respective year-end measurement dates is

as follows:

Asset category
Equity securities
Debt securities
Real estate
Cash and other
Total

2013

13%

100%

2012

6%
91
1
2
100%

The overall investment objective is to manage the plan assets so that they are sufficient to meet the plan's future obligations while
maintaining adequate liquidity to meet current benefit payments and operating expenses. The actual amount for which these
obligations will be settled depends on future events and actuarial assumptions. These assumptions include the life expectancy of
the plan participants. The resulting estimated future obligations are discounted using an interest rate curve that represents a
return that would be required from high quality corporate bonds. The company has adopted a liability driven investment (LDI)
strategy which consists of investing in a portfolio of assets whose performance is driven by the performance of the associated
pension liability. This means that plan assets managed under an LDI strategy may underperform general market returns, but
should provide for lower volatility of funded status as its return is designed to match the pension liability movement. Over time, as
pension obligations become better funded, the company will further de-risk its investments and increase the allocation to fixed

income.
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As noted in the above table, on an aggregate fair value basis, the plan is currently at 84% fixed income securities and 13% equity
securities. Fixed income securities can include, but are not limited to, direct bond investments, pooled or indirect bond
investments and cash. Other investments can include, but are not limited to, international and domestic equities, real estate,
commodities and private equity. Derivative instruments may also be used in concert with either fixed income or equity investments
to achieve desired exposure or to hedge certain risks. Derivative instruments can include, but are not limited to, futures, options,
swaps or swaptions. The assets are managed by professional investment firms and performance is evaluated against specific
benchmarks. The responsibility for the investment strategies typically lies with an investment committee, which is composed of
representatives appointed by the company.

Pension assets at the 2013 and 2012 measurement dates do not include any direct investment in the company's debt or equity
securities. Substantially all pension benefit payments are made from assets of the pension plans. It is anticipated that the future
benefit payments will be as follows: $71 million in 2014, $73 million in 2015, $76 million in 2016, $79 million in 2017, $82 million in
2018 and $454 million from 2019 to 2023. The company expects to contribute approximately $5 million to its pension plans in
2014.

Defined Contribution Plans

The company sponsors defined contribution plans, which cover certain salaried and hourly employees. The company's cost is
determined by the amount of contributions it makes to these plans. The amounts charged to expense for contributions made to
these defined contribution plans related to continuing operations totaled $25 million in 2013, $21 million in 2012 and $27 million in
2011.

Multi-Employer Plans

The company participates in a multi-employer plan that provides defined benefits to certain employees covered by collective
bargaining agreements. Such plans are usually administered by a board of trustees composed of the management of the
participating companies and labor representatives.

The company previously contributed to several multiemployer defined benefit pension plans under the terms of collective-
bargaining agreements that covered various union-represented employees but currently only contributes to one of these plans.
The risks of participating in these multiemployer plans are different from single-employer plans. Assets contributed to the
multiemployer plan by one employer may be used to provide benefits to employees of other participating employers. If a
participating employer stops contributing to the plan, the unfunded obligation of the plan may be borne by the remaining
participating employers. If we stop participating in a plan, we may be required to pay that plan an amount based on the
underfunded status of the plan, referred to as a withdrawal liability. None of the contributions to the pension funds for continuing
operations was in excess of 5% or more of the total plan contributions for plan years 2013, 2012 and 2011. There are no
contractually required minimum contributions to the plans as of June 29, 2013.

The net pension cost of these plans is equal to the annual contribution determined in accordance with the provisions of negotiated
labor contracts. The contributions for plans related to continuing operations were $1 million in 2013, $2 million in 2012 and $3
million in 2011. Assets contributed to such plans are not segregated or otherwise restricted to provide benefits only to the
employees of the company. The future cost of these plans is dependent on a number of factors including the funded status of the
plans and the ability of the other participating companies to meet ongoing funding obligations.

The company's participation in these multiemployer plans for fiscal 2013 is outlined below. The EIN/Pension Plan Number column
provides the Employer Identification Number (EIN) and the three digit plan number, if applicable. Unless otherwise noted, the most
recent PPA zone status available in 2013 and 2012 is for the plan's year beginning January 1, 2013 and 2012, respectively. The
zone status is based on information that the company has received from the plan and is certified by plans' actuaries. Among other
factors, plans in the red zone are generally less than 65 percent funded. The FIP/RP Status Pending/Implemented column
indicates plans for which a financial improvement plan (FIP) or rehabilitation plan (RP) is either pending or has been implemented.
The last column lists the expiration date(s) of the collective-bargaining agreements to which the plans are subject. There have
been no significant changes that affect the comparability of contributions from year to year.
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In addition to regular contributions, the company could be obligated to pay additional contributions (known as complete or partial
withdrawal liabilities) if a MEPP has unfunded vested benefits.

Contributions
PPA Zone Status FIP/RP Status (in millions)
2013 Expiration Date of
EIN/Pension Pending/ Surcharge Collective
Plan Number 2013 2012 Implemented 2013 2012 2011 Imposed Bargaining Agreement
Pension Fund Plan
Name
Bakery and
Confectionary Union
& Industry Intl
Pension Fund 52-6118572/001 Red Red Nov2012 $ 1 $ 2 $ 2 10% Oct 2014
All other plans — — 1 N/A N/A

Note 17 - Postretirement Health-care and Life-insur  ance Plans

The company provides health-care and life-insurance benefits to certain retired employees and their covered dependents and
beneficiaries. Generally, employees who have attained age 55 and have rendered 10 or more years of service are eligible for
these postretirement benefits. Certain retirees are required to contribute to plans in order to maintain coverage.

Measurement Date and Assumptions
A fiscal year end measurement date is utilized to value plan assets and obligations for the company's postretirement health-care
and life-insurance plans pursuant to the accounting rules.

The weighted average actuarial assumptions used in measuring the net periodic benefit cost and plan obligations for the three
years ending June 29, 2013 were:

2013 2012 2011
Net periodic benefit cost
Discount rate 3.9% 5.3% 5.1%
Plan obligations
Discount rate 4.4 3.8 5.3
Health-care cost trend assumed for the next year 75 7.5 8.0
Rate to which the cost trend is assumed to decline 5.0 5.0 5.0
Year that rate reaches the ultimate trend rate 2018 2017 2017

The discount rate is determined by utilizing a yield curve based on high-quality fixed-income investments that have a AA bond
rating to discount the expected future benefit payments to plan participants. Assumed health-care trend rates are based on
historical experience and management's expectations of future cost increases. A one-percentage-point change in assumed
health-care cost trend rates would have the following effects:

One One

Percentage Percentage

Point Point

In millions Increase Decrease
Effect on total service and interest components $ 1 $ )
Effect on postretirement benefit obligation 9 (8)
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Net Periodic Benefit Cost and Funded Status
The components of the net periodic benefit income associated with continuing operations were as follows:

In millions 2013 2012 2011
Components of defined benefit net periodic cost (in come)

Service cost $ 2 3 2 3 2
Interest cost 4 & ®
Net amortization and deferral 9) (8) 9)
Net periodic benefit income $ B $ B $ 2)

The amount of the prior service credits and net actuarial loss that is expected to be amortized from accumulated other
comprehensive income and reported as a component of net periodic benefit cost during 2014 is $8 million of income and $1
million of expense, respectively.

The funded status of postretirement health-care and life-insurance plans related to continuing operations at the respective year-
ends were:

In millions 2013 2012
Accumulated postretirement benefit obligation

Beginning of year $ 101 $ 84
Service cost 3 2
Interest cost 4 3
Net benefits paid (5) 8)
Plan participant contributions 1 2
Actuarial (gain) loss (24) 18
End of year 20 101
Fair value of plan assets 1 1
Funded status $ B89 $ (100)
Amounts recognized on the consolidated balance shee ts

Accrued liabilities $ 6 $ (6)
Other liabilities (83) (94)
Total liability recognized $ B89 $ (100)
Amounts recognized in accumulated other comprehensi ve loss

Unamortized prior service credit $ (200 $ (29)
Unamortized net actuarial loss 10 25
Unamortized net initial asset — (1)
Total $ (10) $ (5)

Expected Benefit Payments and Funding

Substantially all postretirement health-care and life-insurance benefit payments are made by the company. Using expected future
service, it is anticipated that the future benefit payments that will be funded by the company will be as follows: $7 million in 2014,
$6 million for 2015 through 2017, $7 million in 2018 and $36 million from 2019 to 2023.

The Medicare Part D subsidy received by the company was $1 million in 2013 and 2012. The subsidy received in 2011 was less
than $1 million.
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The provisions for income taxes on continuing operations computed by applying the U.S. statutory rate to income from continuing

operations before taxes as reconciled to the actual provisions were:

Income (loss) from continuing operations before inc
United States

Foreign

Total

Tax expense (benefit) at U.S. statutory rate

State income taxes

Finalization of tax reviews and audits and changes
contingencies

Domestic production deduction
Employee benefit deductions
Non-taxable indemnification agreements
Non-deductible professional fees

Tax provision adjustments

Other, net

Taxes at effective worldwide tax rates

ome taxes

in estimate on tax

2013

99.7%
0.3%
100.0%
35.0%
2.1%

1)
(1.6)
(1.5)
1.7
0.2
(1.6)
(0.7)
28.1%

2012

(97.9)%
(2.1)%
(100.0)%
(35.0)%
0.4 %

(23)
(8:5)
(22)
28.9
(6.5)
0.8
(44.2)%

2011

99.5%
0.5%
100.0%
35.0%
2.6%

4.0
(3.8)
(4.6)

35
(4.8)
(0.1)

31.8%

The tax expense related to continuing operations increased $87 million in 2013 due primarily to an increase in pretax income from
continuing operations of $291 million offset by $15 million of year-over-year increases in tax benefits for the items noted in the
table above. The increase in tax benefits relate primarily to the release of certain contingent tax obligations after statutes in
multiple jurisdictions lapsed and certain tax regulatory examinations and reviews were resolved, an increase in deductions
associated with domestic production activities, and a decrease in the amount of non-deductible professional fees offset by a
decrease in non-taxable indemnification income.

The tax expense related to continuing operations decreased $42 million in 2012 due primarily to a decline in pretax income from

continuing operations of $120 million.

The tax expense related to continuing operations increased $92 million in 2011. The increase in tax expense in 2011 was due
primarily to the year-over-year impact of a net tax benefit reported in 2010 that included a $90 million tax benefit for the release of
certain contingent tax obligations after statutes in multiple jurisdictions lapsed and certain tax regulatory examinations and reviews

were resolved.

The company intends to continue to reinvest all of its earnings outside of the U.S. and, therefore, has not recognized U.S. tax

expense on these earnings. U.S. federal income tax and withholding tax on these foreign unremitted earnings would be

immaterial.

Current and deferred tax provisions (benefits) were:

In millions
Current
us. $ 27 $
Foreign —
State 3
$ 30 $

2013
Deferred
38

4
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Current
(27)

3
(14)

$

$

2012
Deferred
2

(3)

(1)

Current

(6)

2011
Deferred
29

@
27

Cash payments for income taxes from continuing operations were $12 million in 2013, $26 million in 2012 and $36 million in 2011.
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Hillshire Brands and eligible subsidiaries file a consolidated U.S. federal income tax return. The company uses the asset-and-
liability method to provide income taxes on all transactions recorded in the consolidated financial statements. This method
requires that income taxes reflect the expected future tax consequences of temporary differences between the carrying amounts
of assets or liabilities for book and tax purposes. Accordingly, a deferred tax liability or asset for each temporary difference is
determined based upon the tax rates that the company expects to be in effect when the underlying items of income and expense
are realized. The company's expense for income taxes includes the current and deferred portions of that expense. A valuation
allowance is established to reduce deferred tax assets to the amount the company expects to realize.

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

In millions 2013 2012
Deferred tax (assets)

Pension liability $ 52) $ (73)
Employee benefits (90) (113)
Nondeductible reserves (54) (83)
Net operating loss and other tax carryforwards (51) (49)
Other (28) (16)
Gross deferred tax (assets) (275) (314)
Less valuation allowances 58 60
Net deferred tax (assets) (217) (254)
Deferred tax liabilities

Property, plant and equipment 93 69
Intangibles 33 35
Deferred tax liabilities 126 104
Total net deferred tax liabilities $ 91 3 (150)

There are state net operating losses of $51 million that begin to expire in 2014 through 2032.

Valuation allowances have been established on net operating losses and other deferred tax assets in certain U.S. state
jurisdictions as a result of the company's determination that there is less than a 50% likelihood that these assets will be realized.

The company records tax reserves for uncertain tax positions taken, or expected to be taken, on a tax return. For those tax
benefits to be recognized, a tax position must be more-likely-than-not to be sustained upon examination by the tax authorities. The
amount recognized is measured as the largest amount of benefit that is greater than 50% likely of being realized upon audit
settlement.

Due to the inherent complexities arising from the nature of the company's businesses, and from conducting business and being
taxed in a substantial number of jurisdictions, significant judgments and estimates are required to be made. Agreement of tax
liabilities between Hillshire Brands and the many tax jurisdictions in which the company files tax returns may not be finalized for
several years. Thus, the company's final tax-related assets and liabilities may ultimately be different from those currently reported.

Our total unrecognized tax benefits that, if recognized, would affect our effective tax rate were $65 million as of June 29, 2013.
This amount differs from the balance of unrecognized tax benefits as of June 30, 2012 primarily due to uncertain tax positions that
created deferred tax assets in jurisdictions which have not been realized due to a lack of profitability in the respective jurisdictions.
At this time, the company estimates that it is reasonably possible that the liability for unrecognized tax benefits will decrease by
approximately $5 to $30 million in the next 12 months from a variety of uncertain tax positions as a result of the completion of
various worldwide tax audits currently in process and the expiration of the statute of limitations in several jurisdictions.
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The company recognizes interest and penalties related to unrecognized tax benefits in tax expense. During the years ended
June 29, 2013, June 30, 2012 and July 2, 2011, the company recognized a benefit of $1 million, benefit of $3 million and an
expense of $2 million, respectively, of interest and penalties in continuing operations tax expense. The tax benefits in 2012 and
2013 were the result of the finalization of tax reviews and audits and changes in estimates of tax contingencies. As of June 29,

2013, June 30, 2012 and July 2, 2011, the company had accrued interest and penalties of approximately $8 million, $10 million
and $21 million, respectively.

The company's tax returns are routinely audited by federal, state and foreign tax authorities and these audits are at various stages
of completion at any given time. The Internal Revenue Service (IRS) has completed examinations of the company's U.S. income
tax returns through June 28, 2008. With few exceptions, the company is no longer subject to state and local income tax
examinations by tax authorities for years before July 2, 2005.

The following table presents a reconciliation of the beginning and ending amount of unrecognized tax benefits for the years ended
June 29, 2013, June 30, 2012 and July 2, 2011:

June 29, June 30, July 2,

In millions Year ended 2013 2012 2011
Unrecognized tax benefits

Beginning of year balance $ 74 3% 83 $ 88
Increases based on current period tax positions — 5 8
Increases based on prior period tax positions _ 24 —
Decreases based on prior period tax positions _ @) 5)
Decreases related to settlements with tax authoriti ~ es _ (33) (4)
Decreases related to a lapse of applicable statute  of limitation () ) (4)
End of year balance $ 67 $ 74 % 83
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Note 19 - Business Segment Information

The following are the company's two business segments and the types of products and services from which each reportable
segment derives its revenues.

® Retalil sells a variety of packaged meat and frozen bakery products to retail customers in North America. It also includes
gourmet artisanal sausage and salami products.

® Foodservice/Other sells a variety of meats and bakery products to foodservice customers in North America such as
broad-line foodservice distributors, restaurants, hospitals and other large institutions and includes commodity meat
products.

The company's management uses operating segment income in order to evaluate segment performance and allocate resources,
which is defined as operating income before general corporate expenses; mark-to-market derivative gains/(losses); and
amortization of trademarks and customer relationship intangibles. Beginning in 2013, the reported operating results for the
business segments also excludes significant items and the impact of businesses that have been exited or disposed. The business
segment results reflect the above changes for all periods presented. Significant items represent various income and/or expense
items related to restructuring actions and other gains and losses that are not considered to be part of the core business results.
The company believes that these results are more indicative of the company's core operating results and improve the
comparability of the underlying results from period to period. Interest and other debt expense, as well as income tax expense, are
centrally managed, and accordingly, such items are not presented by segment since they are not included in the measure of
segment profitability reviewed by management. The accounting policies of the segments are the same as those described in Note
2 - Summary of Significant Accounting Policies.

In millions 2013 2012 2011
Sales
Retail $ 2894 % 2884 % 2,760
Foodservice/Other 1,026 1,025 1,001
3,920 3,909 3,761
Impact of businesses exited/disposed — 55 135
Intersegment — (6) (12)
Total $ 3920 $ 3958 $ 3,884
In millions 2013 2012 2011
Income (loss) from Continuing Operations before Inc ome Taxes
Retail $ 329 % 313 % 314
Foodservice/Other 75 79 102
Total operating segment income 404 392 416
General corporate expenses (93) (272) (159)
Mark-to-market derivative gain/(loss) @ (1) 2
Amortization of intangibles 4) (4) (4)
Significant items - business segments (15) 47 (31)
Impact of businesses exited/disposed 6 8 3
Total operating income 297 76 227
Net interest expense (41) (72) (87)
Debt extinguishment costs — (39) (55)
Income (loss) from continuing operations before income taxes $ 256 $ (35 $ 85

Net sales for a business segment may include sales between segments. Such sales are at transfer prices that are equivalent to
market value.
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Revenues from Wal-Mart Stores Inc. represent approximately $1.0 billion of the company's consolidated revenues for continuing
operations in 2013, 2012 and 2011. Each of the company's business segments sells to this customer.

In millions 2013 2012 2011
Assets
Retail $ 1,273 % 1,279 % 1,282
Foodservice/Other 542 530 530
1,815 1,809 1,812
Australian Bakery — 58 66
Net assets held for sale/disposition _ 5 7,143
Other 1 619 578 461
Total assets $ 2434 % 2450 % 9,482
Depreciation
Retail $ N % 101 $ 79
Foodservice/Other 28 30 26
118 131 105
Discontinued operations 2 104 186
Other 28 31 11
Total depreciation $ 148 $ 266 $ 302
Additions to Long-Lived Assets
Retail $ 9% % 128 $ 207
Foodservice/Other 28 38 28
123 166 235
Other 16 7 2
Total additions to long-lived assets $ 139 % 173  $ 237

1 Principally cash and cash equivalents, certain corporate fixed assets, deferred tax assets and certain other non-current assets.

Net sales by product type within each business segment are as follows:

In millions 2013 2012 2011
Sales

Retail

Meat $ 2103 $ 2117 $ 1,984
Meat-centric 685 647 639
Bakery 104 118 135
Commaodities/Other 2 2 2
Total Retail 2,894 2,884 2,760
Foodservice/Other

Meat 507 520 501
Meat-centric 88 86 81
Bakery 343 344 358
Commodities/Other 88 75 61
Total Foodservice/Other 1,026 1,025 1,001
Total business segment sales 3,920 3,909 3,761
Impact of businesses exited/disposed = 55 135
Intersegment elimination — (6) (12)
Total net sales $ 3920 $ 3958 $ 3,884

Meat category includes lunchmeat, hot dogs, breakfast sausage, smoked sausage and other meat products. Meat-centric
category includes breakfast sandwiches, breakfast convenience, corn dogs and other ready to eat meal items. Bakery category
includes cakes, pies, cheesecakes and other bakery products. Commodities/Other category includes commaodity turkey and pork.

Hillshire Brands operations are principally in the United States. With respect to operations outside of the United States, no single



foreign country or geographic region was significant. Foreign net sales were $17 million, $18 million and $19 million in 2013, 2012,
and 2011, respectively, all of which was in Canada. The long-lived assets located outside of the United States are not significant.
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Note 20 - Quarterly Financial data (Unaudited)

The company's quarterly results for 2013 and 2012 are as follows:

In millions Quarter

2013

Continuing operations

Net sales

Gross profit

Income (loss)

Income (loss) per common share
Basic

Diluted

Net income (loss)

Net income (loss) per common share
Basic

Diluted

Cash dividends declared

Market price

High

Low

Close

In millions Quarter

2012

Continuing operations

Net sales

Gross profit

Income (loss)

Income (loss) per common share
Basic

Diluted

Net income (loss)

Net income (loss) per common share
Basic

Diluted

Cash dividends declared

Market pricel

High

Low

Close

First

974
294
49

0.40
0.40
53

0.43
0.43
0.125

30.43
24.31
26.78

First

987
273

0.04
0.04
(218)

(1.86)
(1.85)

30.39
24.54
25.19

Second

1,060
332
58

0.47
0.47
65

0.53
0.53
0.125

28.74
24.96
27.49

Second

1,053
298
10

0.09
0.09
470

3.96
3.94
0.58

29.69
24.12
29.15

Third

924
272
42

0.34
0.34
93

0.76
0.75
0.125

35.19
27.30
35.15

Third

935
260
27

0.23
0.23

®

(0.02)
(0.02)
0.58

33.95
28.67
33.17

EX 99.]

Fourth

962
264
35

0.29
0.28
41

0.33
0.33
0.125

37.28
31.75
33.08

Fourth

983
270
(62)

(0.52)
(0.52)
599

5.02
5.02

34.43
27.56
28.99

1 The historical market prices for fiscal 2012 have been adjusted to reflect the impact of the spin-off of the international coffee and tea business and a 1-for-5
reverse stock split on June 28, 2012. A portion of the original market price was allocated to Hillshire Brands (approximately 30%) and a portion to the international
coffee and tea business (approximately 70%) based on the same percentages to be used to allocate the cost of a share of common stock for tax basis purposes.

After the market price attributable to Hillshire Brands was determined, it was adjusted to reflect the 1-for-5 reverse stock split.
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The quarterly financial data shown above includes the impact of significant items. Significant items may include, but are not limited
to: charges for exit activities; restructuring costs; spin-off costs; impairment charges; pension partial withdrawal liability charges;
benefit plan curtailment gains and losses; tax charges on deemed repatriated earnings; tax costs and benefits resulting from the
disposition of a business; impact of tax law changes; changes in tax valuation allowances and favorable or unfavorable resolution
of open tax matters based on the finalization of tax authority examinations or the expiration of statutes of limitations. Further
details of these items are included in the Financial Review section of the Annual Report.

Refer to Note 1 - Nature of Operations and Basis of Presentation, for information regarding financial statement corrections
recorded in the third quarter of 2013.

47



EX 99.2

Unaudited condensed consolidated financial statesyanhe Hillshire Brands Company

for the nine month periods ended March 29, 2014Madth 30, 2013

THE HILLSHIRE BRANDS COMPANY
Condensed Consolidated Balance Sheets

(Unaudited)
In millions March 29, 2014 June 29, 2013
Assets
Cash and equivalents $ 21¢ 40C
Short-term investments 17c¢ —
Trade accounts receivable, less allowances 20t 21¢
Inventories
Finished goods 19¢ 207
Work in process 1€ 15
Materials and supplies 8€ 91
30C 313
Current deferred income taxes 98 71
Income tax receivable — 18
Other current assets 10€ 85
Total current assets 1,09¢ 1,10¢
Property, net of accumulated depreciation of $124@ $1,185, respectively 814 81¢
Trademarks and other identifiable intangibles, net 134 121
Goodwill 371 34¢
Deferred income taxes 64 20
Other noncurrent assets 5C 21
$ 2,531 2,43¢
Liabilities and Equity
Accounts payable $ 30¢€ 29t
Accrued liabilities 32: 357
Current maturities of long-term debt 10z 19
Total current liabilities 731 671
Long-term debt 84( 932
Pension obligation 107 11¢
Other liabilities 252 22¢
Contingencies and commitments (Note 10)
Equity
Hillshire Brands common stockholderguigy 601 484
$ 2,531 2,43¢

See accompanying Notes to Condensed Consolidatetid¢tal Statements.
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THE HILLSHIRE BRANDS COMPANY

Consolidated Statements of Income

(Unaudited)

Quarter Ended

EX 99.2

Nine Months Ended

In millions, except per share data

March 29, 2014

March 30, 2013

March 29, 2014

March 30, 2013

Continuing Operations

Net sales $ 95E 924 $ 3,021 2,95¢
Cost of sales 674 652 2,15( 2,06(
Selling, general and administrative expenses 20C 20¢ 60¢ 642
Net charges for exit activities, asset and ssrdispositions 5 1 15 7
Impairment charges — 1 — 1
Operating income 76 65 247 24§
Interest expense 12 13 37 35
Interest income 2 2 @) 5)
Income from continuing operations before incamess 66 54 217 21¢
Income tax expense 24 12 32 69
Income from continuing operations 42 42 18t 14¢
Discontinued operations
Income from discontinued operations, net ofdagense (benefit) of
nil, $(5), $1 and $(7) — 4 1 13
Gain on sale of discontinued operations, néaxexpense of nil, $13,
nil and $14 — 47 — 49
Net income from discontinued operations — 51 1 62
Net income 42 93 18¢€ 211
Net income from continuing operations 42 42 18t 14¢
Net income from discontinued operations — 51 1 62
Net income $ 42 93 $ 18¢€ 211
Earnings per share of common stock
Basic
Income from continuing operations $ 0.3t 03¢ $ 1.5C $ 1.22
Net income $ 0.3t 0.7¢ $ 151 $ 1.72
Average shares outstanding 122 122 122 122
Diluted
Income from continuing operations $ 0.34 032 $ 14¢ $ 1.21
Net income $ 0.3¢ 0.7 $ 15C $ 1.72
Average shares outstanding 124 124 124 12Z
Cash dividends declared per share of common stock $ 0.17¢ 0.12t % 052 $ 0.37¢

See accompanying Notes to Condensed Consolidateti¢ial Statements.
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THE HILLSHIRE BRANDS COMPANY
Consolidated Statements of Comprehensive Income

(Unaudited)
Quarter Ended Nine Months Ended

In millions March 29, 2014 March 30, 2013 March 29, 2014 March 30, 2013
Net income $ 42 % 93 $ 18¢ $ 211
Translation adjustments, net of tax — (22) 1) (20
Net unrealized gain (loss) on qualifying cash floadges, ne

of tax 4 3 3 @)
Pension/Postretirement activity, net of tax Q) — Q) —
Comprehensive income $ 45 $ 68 $ 187 $ 184

See accompanying Notes to Condensed Consolidateti¢tal Statements.
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THE HILLSHIRE BRANDS COMPANY
Consolidated Statements of Equity

(Unaudited)
Hillshire Brands Common Stockholders’ Equity
Accumulated
Other
Common Capital Retained Unearned Comprehensive

In millions Total Stock Surplus Earnings Stock Income (Loss)
Balances at June 30, 2012 $ 23t % 1 $ 144 % 29t % 61 $ (144
Net income 252 — — 252 — —
Translation adjustments, net of tax (22) — — — — (22)
Net unrealized loss on qualifying cash flow hedges,
net of tax (8 — — — — (8)
Pension/Postretirement activity, net of tax 26 — — — — 26
Dividends on common stock (61) — — (62) — —
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 activity and other 9 — 1 — 8 —
Balances at June 29, 2013 484 1 20C 477 (53 (147)
Net income 18€ — — 18¢ — —
Translation adjustments, net of tax D — — — — Q)
Net unrealized gain on qualifying cash flow hedc
net of tax 3 — — — — 3
Pension/Postretirement activity, net of tax (@D} — — — — (@D}
Dividends on common stock (65) — — (65) — —
Spin-off of international coffee and tea business 5 — — 5 — —
Stock issuances -

Restricted stock 5 — 5 — — —

Stock option and benefit plans 13 — 13 — — —

Share repurchases and retirements (30 — (30 — — —
ESOP activity and other 2 — — — 2 —
Balances at March 29, 2014 $ 601 $ 1 9 186 % 602 $ (1) $ (240

See accompanying Notes to Condensed Consolidateti¢tal Statements.
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THE HILLSHIRE BRANDS COMPANY

Consolidated Statements of Cash Flows

(Unaudited)

In millions
OPERATING ACTIVITIES -
Net income
Adjustments to reconcile net income to net destm operating activities:
Depreciation
Amortization
Impairment
Net gain on business dispositions
(Decrease) increase in deferred income taxes
Other

Changes in current assets and liabilities, netsfriesses acquired and sold:

Trade accounts receivable
Inventories
Other current assets
Accounts payable
Accrued liabilities
Accrued taxes
Net cash from operating activities
INVESTING ACTIVITIES -
Purchases of property and equipment
Purchases of software and other intangibles
Acquisition of businesses
Dispositions of businesses and investments
Cash from derivative transactions
Cash used to invest in short-term investments
Cash received from maturing short-term inwestts
Sales of assets
Net cash used in investing activities
FINANCING ACTIVITIES -
Issuances of common stock
Purchases of common stock
Repayments of other debt and derivatives
Payments of dividends
Net cash (used in) from financing activities
(Decrease) / Increase in cash and equivalents
Cash and equivalents at beginning of year
Cash and equivalents at end of period
Supplemental Cash Flow Data:
Cash paid for restructuring actions
Cash contributions to pension plans
Cash paid for income taxes
See accompanying Notes to Condensed Consolidatetid¢tal Statements.
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Nine Months Ended

March 29, 2014

March 30, 2013

18¢€ 211
97 11C
17 13
— 1
— (69)

(76) 31

4 (14)
14 32
14 (42)

(21) 17

4 (72)

(37) (76)
30 40

232 182

(97) (103)

(10) 4

(39) —
— 96

2 3

(367) —

194 —

— 1
(319 )

8 42

(30) —
(20) 5

(58) (39

(100) 6
(181) 181
40¢ 23E
21¢ 41€
55 69

6 5
79 5
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THE HILLSHIRE BRANDS COMPANY
Notes to Condensed Consolidated Financial Staterment

(Unaudited)

1. Basis of Presentation

The Hillshire Brands Company is a U.S.-based complaat primarily focuses on producing and marketinrgnded food products. The
company's principal product lines are branded pge#taneat products and frozen bakery products. &ateade in both the retail channe
supermarkets, warehouse clubs and national cheridsthe foodservice channel. References to “wair™,dus”, “Hillshire Brands” and “the
company” refer to The Hillshire Brands Company @adonsolidated subsidiaries as a whole, unlessdntext otherwise requires. The
company’s reportable segments are Retail and FoddefOther.

The consolidated financial statements for the thirdrter and nine months ended March 29, 2014 sand¢tvB0, 2013 have not been audited
by an independent registered public accounting, fivat in the opinion of management, these finarstatiements include all normal and
recurring adjustments necessary for a fair pretientaf our financial statements in accordance Wit8. generally accepted accounting
principles (GAAP). The results of operations foe third quarter and nine months ended March 294 204 not necessarily indicative of the
operating results to be expected for the full figear.

The interim consolidated financial statements Hasen prepared pursuant to the rules and reguladifoihe Securities and Exchange
Commission (SEC). Although management believesliddosures are adequate to make the informatiesepted not misleading, certain
information and footnote disclosures normally imgd in annual financial statements prepared inrdec@e with GAAP have been
condensed or omitted pursuant to such rules andatgns. The preparation of the consolidated fonarstatements in conformity with
GAAP requires management to make use of estimattagsumptions that affect the reported amountselatkd disclosures. Actual results
could differ from these estimates. These unaudiitetim consolidated financial statements and nskesild be read in conjunction with the
audited consolidated financial statements and rtbegeto included in the company’s Annual ReporfForm 10K for the year ended June
2013 and other financial information filed with tB&C.

The company’s fiscal year ends on the Saturdayestds June 30. Fiscal 2014 ends on June 28, Zbi4third quarter of fiscal 2014 ended
on March 29, 2014, and the third quarter of fi@l3 ended on March 30, 2013. Each of the quantassa thirteen-week period. Fiscal 2014
and fiscal 2013 are both 52-week years. Unlesswtbe stated, references to years relate to figzals.

The condensed consolidated balance sheet as 029u2813 has been derived from the company’s edidibancial statements included in
our Annual Report on Form 10-K for the year endankeJ?29, 2013. The Australian bakery business, Nontlerican Fresh Bakery and North
American Foodservice Beverage are presented asnfisued operations in the company’s consolidatedie statements. See Note 5 —
“Discontinued Operations” for additional informatioegarding this discontinued operation. Unlestedtatherwise, any reference to income
statement items in these financial statementsséderesults from continuing operations.

2. Net Income Per Share

Net income per sha- basic is computed by dividing income by the wé&ghaverage number of common shares outstandirthdqreriod.
Net income per sha- diluted reflects the potential dilution that cdwuccur if options and fixed awards to be issuedeunstock-based
compensation arrangements were converted into constegk. For the quarter and nine months ended IM28¢ 2014, options to purchase
0.2 million shares of the company’s common stoak éweercise prices that were greater than the ageragket price of those shares during
the respective reporting periods. For the quartdrrane months ended March 30, 2013, options tolage 3.3 million shares of the
company’s common stock had exercise prices that gerater than the average market price of thaam@sluuring the respective reporting
periods.

The average shares outstanding increased in #ienfire months of 2014 as compared to the firs niwnths of 2013 as a result of stock
issuances related to the exercise of stock optiodsthe vesting of restricted stock units (RSUskify the first nine months of 2014, the
company repurchased 0.9 million shares at a cdg8@fmillion under an existing share repurchasgnam which authorized the company to
repurchase $1.2 billion of common stock.

As of March 29, 2014, the remaining amount autleatitor repurchase is approximately $1.2 billiortofmmon stock under one of its exist
share repurchase programs, plus 2.7 million stafresmmon stock that remain authorized for repusehander the company's other share
repurchase program.

The following is a reconciliation of net incomertet income per share — basic and diluted — fottind quarter and first nine months of 2014
and 2013 (per share amounts are rounded and magdddb total):

Computation of Net Income per Common Share
(In millions, except per share data)

Quarter Ended Nine Months Ended




Income from continuing operations
Income from discontinued operations, net of tax
Net income
Average shares outstanding — Basic
Dilutive effect of stock option and award plans
Diluted shares outstanding
Earnings per common share — Basic
Income from continuing operations
Income from discontinued operations
Net income
Earnings per common share — Diluted
Income from continuing operations
Income from discontinued operations
Net income

March 29, 2014

March 30, 2013

March 29, 2014

March 30, 2013

42 $ 42 18t 14¢
— 51 1 62
42 $ 93 18¢ 211
12¢ 12¢ 12¢ 12¢
1 1 1 —
124 124 124 12¢
0.3t $ 0.34 1.5C 1.2Z
— 0.4z 0.01 0.51
0.3t $ 0.7¢ 1.51 1.72
03¢ $ 0.34 1.4¢ 1.21
— 0.41 0.01 0.51
03¢ $ 0.7¢ 1.5C 1.72




3. Accumulated Other Comprehensive Income

EX 99.2

The changes in accumulated other comprehensivena¢sOCI) by component for the nine months endedd29, 2014 and March 30,

2013 are as follows:

Beginning Balance as of June 29, 2013

Other comprehensive income (loss) before
reclassifications

Amounts reclassified from accumulated other
comprehensive income:

Prior-service benefit

Net actuarial loss

Loss realized from derivatives
Tax expense (benefit)

Net current-period other comprehensive income
(loss)

Ending Balance as of March 29, 2014

Beginning Balance as of June 30, 2012

Other comprehensive income (loss) before
reclassifications

Amounts reclassified from accumulated other
comprehensive income:

Prior-service benefit

Net actuarial loss

Gain realized from derivatives

Translation adjustment
Tax expense
Net current-period other comprehensive loss
Spin-off of international coffee and tea business

Ending Balance as of March 30, 2013

Net Unrealized Gai
(Loss) on
Qualifying Cash
Flow Hedges

$ —

3 (@
@ (©

17 @

3 (o)

(a) Included as Cost of sales in the ConsolidatateBients of Income
(b) These accumulated other comprehensive incomganents are included in the computation of nebgar pension cost (see Note 8 -
"Pension and Other Postretirement Benefit Plansadilitional 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

Pension/
Postretirement
Activity

$ (142)

@

$ (149

$ (168)

(6)
4

$ (16€)

(b)
(b)

(©)

(b)
(b)

(©)

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

Translation
Adjustments
$ 1
1)
(1)
$ —_
$ 1€
©)
(15
(20)
_
$ 2

(d)

(e)

Total

$ (241)

$ (240

$ (144

(6)
4
(17)
(19)
5
(27)

$ 6
$ (169
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4. Segment Information

The following is a general description of the comya two business segments:
» Retall — sells a variety of packaged meat anden bakery products to retail customers in Nontfefica. It also includes gourmet
artisanal sausage, salami and jerky products.
» Foodservice/Other — sells a variety of meatstaaiatry products to foodservice customers in NArtterica such as broad-line
foodservice distributors, restaurants, hospitatb@ther large institutions and includes commodigatrproducts.

The following is a summary of net sales and opegaiticome by business segment:

Net Sales
Quarter Ended Nine Months Ended
(In millions) March 29, 2014 March 30, 2013 March 29, 2014 March 30, 2013
Retail $ 71 9 69z $ 2,22¢ $ 2,18¢
Foodservice/Other 242 232 79t 77C
Net sales $ 95t % 924 % 3,021 % 2,95¢
Income from Continuing Operations Before Incomeégax
Quarter Ended Nine Months Ended
(In millions) March 29, 2014 March 30, 2013 March 29, 2014 March 30, 2013
Retail $ 92 % 7€ $ 267 $ 272
Foodservice/Other 10 9 66 62
Total operating segment income 10z 85 338 334
General corporate expenses (4) 12 (23 (32
Net mark-to-market derivative gains 1 — 6 1
Amortization of intangibles 2 (1) (4) 3
Significant items (22) @) (65) (52
Total operating income 76 65 247 24¢
Net interest expense (20 (12 (30) (30
Income from continuing operations before incometax $ 66 $ 54 % 217 % 21¢

Significant items primarily consist of restructuginharges and accelerated depreciation.
5. Discontinued Operations

During the second quarter of 2014, the companyiveden tax refund of approximately AUD 2.0 millig®1.9 million USD) related to
Australian bakery discontinued operations. Theakgjon of the Australian bakery business was cetepl prior to the end of fiscal 2013. -
results of the Australian bakery business are ifledsas discontinued operations and are preseagatiscontinued operations in the
consolidated statements of income for all periagsgnted.

On December 19, 2012, the company signed an agreemsell its Australian bakery business to McCadmds Limited. The results of this
business were previously reported as the Austr@atery business segment. Also included in thestietion were the license rights to cen
intellectual property used by the Australian bakaeuginess in the AsiBacific region. In February 2013, the company categal the sale of i
Australian bakery business. Using foreign curreexghange rates on the date of the transactiorcaitmpany received cash proceeds of $85
million and reported an after tax gain on dispositof $42 million.

The results of the fresh bakery and foodservicetae operations in North America and the inteonati coffee and tea business, which v
disposed of prior to the end of fiscal 2012, aessified as discontinued operations and are predastdiscontinued operations in the
consolidated statements of income for all periagsgnted. In the third quarter and first nine memth2013, the company recognized $5
million of net tax benefit adjustments related tmpyear tax provision estimates associated watttain businesses that had been disposed of
in the prior year.
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The following is a summary of the operating resaftthe company’s discontinued operations for thedtquarter and first nine months of
2014 and 2013:

Third Quarter 2014 First Nine Months of 2014
Net Pretax Net Net Pretax Net
(In millions) Sales Income Income Sales Income Income
Australian Bakery $ — 3 — 3 — 3 — $ 2 3 1
Third Quarter 2013 First Nine Months of 2013
Net Pretax Net Net Pretax Net
(In millions) Sales Loss Income (Loss) Sales Income Income (Loss)
Australian Bakery $ 10 $ @D % @D % 81 $ 4 3 7
North American Foodservice Beverage — — — — 2 1
International Coffee and Tea — — 6 — — 6
Other — — (D] — — (@D}
Total $ 10 $ @D $ 4 $ 81 $ 6 $ 13

The following is a summary of the gain on saleh& tompany’s discontinued operations for the thirdrter and first nine months of 2013:

Third Quarter 2013 First Nine Months of 2013
Tax Tax
Pretax Gain (Expense) After Tax Pretax Gain (Expense) After Tax
(In millions) on Sale Benefit Gain on Sale Benefit Gain
North American Fresh Bakery $ 4 $ 2 $ 2 % 5 % 2 $ 3
North American Foodservice Beverage — 3 3 2 2 4
Australian Bakery 56 (14 42 56 (14) 42
Total $ 60 $ (13) % 47 % 63 $ (14) $ 49

The gain on sale of discontinued operations redartdiscal 2013 represents the impact of a finatpase price adjustment related to the
North American fresh bakery disposition and galatesl to the disposition of two manufacturing fiies related to the North Americi
foodservice beverage operations, the gain on $dleustralian bakery business as well as tausidjents of prior year provision estimates
related to business dispositions.

The cash flows related to the discontinued opematfor the first nine months of 2014 and 2013 ararsarized in the table below:

Nine months ended Nine months ended

(In millions) — Increase / (Decrease) March 29, 2014 March 30, 2013

Cash flow from operating activities $ 1 $ 10
Cash flow from investing activities — 85
Cash flow used in financing activities (D) (95)
Change in net cash of discontinued operations — —
Cash and equivalents at beginning of year — —
Cash and equivalents at end of period $ — % —

The cash used in financing activities primarilynegents the net transfers of cash with the corpafiice. The net assets of the discontinued
operations assumed that the cash of those businkasédeen retained as a corporate asset.
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6. Exit, Disposal and Other Restructuring Acti\stie

The company has incurred exit, disposition andwesiring charges for initiatives designed to imyardts operational performance and rec
cost. The nature of the costs incurred under thieses determine where they are classified in thenftial statements. Our restructuring
activities are recorded in one of two areas:

1. Exit Activities, Asset and Business Disposition Actions
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:

2. Costs recognized in Selling, general and administrative expenses
These amounts primarily relate to:
« Expenses associated with the installation of infitram systems related to restructuring activ
e Consulting costs related to restructuring actig
e Costs associated with the renegotiation of @mtérfor services with outside third-party vendasgart of the spin-off of the
international coffee and tea operations

These costs are recognized in Selling, generahdministrative expenses in the Consolidated Stattsvod Income as they do not qualify for
treatment as an exit activity or asset and busidisg®sition under the accounting rules for exi disposal activities. However, management
believes the disclosure of these charges providessiader greater transparency to the total casieahitiatives.

The following is a summary of the expense assatiafeh ongoing actions, which also highlights whtre costs are reflected in the
Consolidated Statements of Income:

Quarter Ended Nine Months Ended
(In millions) March 29, 2014 March 30, 2013 March 29, 2014 March 30, 2013
Selling, general and administrative expenses $ 11 % 8 ¢ € $ 23
Net charges for exit activities, asset and busidegsositions 5 1 15 7
Decrease in income from continuing operations leefocome
taxes $ 16 $ 9 51 30

The impact of these actions on the company’s basisegments and general corporate expenses is sizeuinas follows:

Quarter Ended Nine Months Ended
(In millions) March 29, 2014 March 30, 2013 March 29, 2014 March 30, 2013
Retail $ 4 $ — 3 1 $ ©)
Foodservice/Other — Q) 2 ©)]
Expense (income) in operating segments 4 Q) 13 (6)
General corporate expenses 12 1C 38 36
Total $ 16 $ 9 $ 51 $ 30

The following table summarizes the activity for first nine months of 2014 related to exit, disp@sal restructuring related actions and the
status of the related accruals as of March 29, 20td 2014 exit, disposal and restructuring relaetbns include recognized third party
consulting costs related to cost saving and effiygprocesses, IT initiatives and recognized sexseraharges associated with planned
employee terminations. The accrued amounts rentaneipresent the estimated cash expenditures negéssatisfy remaining obligations
and the majority are expected to be paid in the h2>months.

10
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Employee termination Non-cancellable leases/
(In millions) and other benefits IT and other costs  Contractual obligations Total
Accrued costs as of June 29, 2013 $ 10 $ 5 % 23 % 38
Exit, disposal and other costs recognized durint420 15 35 1 51
Cash payments (8) (32 (15) (55)
Noncash charges — (D] — (@D}
Accrued costs as of March 29, 2014 $ 17 $ 7 $ 9 3 33

7. Financial Instruments

Investment Securities

Beginning in the first quarter of fiscal year 2014 company purchased securities for investmemigses. Under the current investment
policy, the company may invest in debt securitiesrded to be investment grade at the time of pueciid®e company determines the
appropriate categorization of debt securities attitme of purchase and reevaluates such desigrattiesich balance sheet date. The company
typically categorizes all debt securities as aldd@dor-sale, as the company has the intent to edrliese investments into cash if needed.
Classification of available-for-sale marketablewéi@s as current or non-current is based on véretie conversion to cash is expected to be
necessary for operations in the upcoming year, wisiconsistent with the security’s maturity dat@pplicable. As of March 29, 2014, all
investment securities have maturity dates withertbxt twelve months.

Securities categorized as available-for-sale atedtat fair value, with unrealized gains and Issseorted as a component of accumulated
other comprehensive income (loss). The amortizetl corealized gains and losses, and fair markaesaf the company's investment
securities available for sale at March 29, 2014saremarized as follows:

March 29, 2014
Unrealized Gain/

(In millions) Amortized Cost (Loss) Fair Market Value
Available-for-sale: (1)

Commercial Paper $ 12 % — 8 12¢
Corporate Note 12¢ — 12¢
Total $ 254 % — 3 254

(1) Categorized as Level 1: Observable input such agedurices in active markets for identical aseetg@bilities

Derivative Instruments

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 andisarparty to leveraged derivatives. M
information concerning accounting for financialtmsnents can be found in Note 2 - "Summary of Sigaint Accounting Policies" in the
company’s 2013 Annual Report.

Types of Derivative Instruments

Interest Rate Swaps

The company previously had utilized interest ratags derivatives to manage interest rate risk ireotd maintain a targeted amount of both
fixed-rate and floating-rate long-term debt. Ingtnate swap agreements that are effective at hgdhe fair value of fixed-rate debt
agreements are designated and accounted for asfa@ hedges. The company has a fixed interest

rate on virtually all of its long-term debt, andasMarch 29, 2014 and June 29, 2013, the compangt a party to any interest rate swap
agreements.
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Commodity Futures and Options Contracts

The company uses commaodity futures and optiongdgé a portion of its commaodity price risk. Thenpipal commodities hedged by the
company include pork, beef, natural gas, diesd| iwen, wheat and other ingredients. The compa®g lboth commaodity financial
instruments and fixed rate supplier contracts tereine commaodity pricing. In circumstances whessmmodity-derivative instruments are
used, there is a high correlation between the coditsnoosts and the derivative instruments. For éhiastruments where the commodity
instrument and underlying hedged item correlatevben 80%-125%, the company accounts for thoseadstas cash flow hedges. The
company only enters into futures and options caidrthat are traded on established, well-recogrezetianges that offer high liquidity,
transparent pricing, daily cash settlement andatadlization through margin requirements.

The notional values of the various derivative instents used by the company are summarized in tloavfng table:

Notional Values Hedge Coverage
(In_millions) March 29, 2014 June 29, 2013 (Number of months)

Commodity Contracts:
Commaodity Future Contractg)

Grains/Oilseed $ 47 3 34 14

Energy $ 27 % pAS 2C

Other commodities $ 9 $ 2C 7
Commaodity Options Contractg)

Grains/Oilseed $ 4 $ — 2

(1) The notional values of commaodity futures cociseaare determined by the initial cost of the cacttr

(2) The notional values of commodity option contsaare determined by the ratio of the change ifooptalue to the change in the underly
hedged item.

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 disclodddwever, cash flows from a derivative instrumdatttare accounted for as a fair value he

or cash flow hedge are classified in the same oayess the cash flows from the items being hedgediged the 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 will be classified cetesit 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 Asgmri (ISDA) master agreements,
requiring the company to maintain an investmentlgreredit 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
derivative instruments could request immediate paEynor demand immediate collateralization on thévdéve instruments in net liability
positions. There are no derivative instruments withdit-risk-related contingent features that ara liability position as of March 29, 2014
and June 29, 2013.

A large number of major international financialtingions are counterparties to the company’s faiannstruments. The company enters into
financial instrument agreements only with counteipa meeting very stringent credit standards éitrating of A-/A3 or better), limiting

the amount of agreements or contracts it entepswith any one party and, where legally availablecuting master netting agreements. The
company regularly monitors these positions. WHike ¢company may be exposed to credit losses invitret ®f nonperformance by individui
counterparties of the entire group of counterpsytiee company has not recognized any losses ngetcounterparties in the past and does
not anticipate material losses in the future.
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Fair Value Measurements

Fair value is defined as the price that would lmeired to sell an asset or paid to transfer aliiglfi.e., exit price) in an orderly transaction
between market participants at the measurementAlssets and liabilities measured at fair valuetrbaescategorized into one of three
different levels depending on the assumptions {heuts) used in the valuation. Level 1 provides nost reliable measure of fair value while
Level 3 generally requires significant managemedgiment. Assets and liabilities are classifiechigirt entirety based on the lowest level of
input significant to the fair value measurement.

The carrying amounts of cash and equivalents, tadeunts receivables, accounts payable, and tiggvastruments approximate fair vali
due to their short-term nature and are considee@lL1 based on the valuation inputs. Availabledale marketable securities values are
derived solely from Level 1 inputs. The fair vakighe company’s long-term debt (considered Levieh®ed on the valuation inputs used),
including the current portion, is estimated usingikable market data.

March 29, 2014 June 29, 2013
Fair Carrying Fair Carrying
(In millions) Value Amount Value Amount
Long-term debt, including current portion $ 971 $ 94z $ 981 $ 951

Information related to our cash flow hedges an@otierivatives not designated as hedging instrusrfentthe quarters and nine months er
March 29, 2014 and March 30, 2013 is as follows:

Foreign Exchange Commodity
Contracts Contracts Total
Quarter Ended Quarter Ended Quarter Ended

March 29, March 30, March 29, March 30, March 29, March 30,
(In millions) 2014 2013 2014 2013 2014 2013
Cash Flow Derivatives:
Amount of gain (loss) recognized in other compreien
income (OCI) (a) $ — — 3 4 D $ 3 s Q)
Amount of gain (loss) reclassified from AOCI intaraings
(a) (b) — — D 6 (€ 6
Amount of ineffectiveness recognized in earningqdg — — 1 (1) 1 Q)
Amount of gain expected to be reclassified intogys during
the next twelve months — — 2 — 2 —
Net Investment Derivatives:
Amount of loss recognized from OCI into earnings (e — (28) — — — (28)
Derivatives Not Designated as Hedging Instruments:
Amount of gain recognized in Cost of sales — — 3 — 3 —
Amount of loss recognized in SG&A — — (0] — Q) —

(a) Effective portion

(b) Gain reclassified from AOCI into earnings ipoeted in SG&A expenses for foreign exchange catdgrand in Cost of sales for
commodity contracts

(c) Gain (loss) recognized in earnings is relatethe ineffective portion and amounts excluded ftbmassessment of hedge effectiveness
(d) Gain (loss) recognized in earnings is repoite8G&A expenses for commodity contracts

(e) The loss recognized from OCI into earning®fgorted in gain on sale of discontinued operations
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Foreign Exchange Commodity
Contracts Contracts Total
Nine Months Ended Nine Months Ended Nine Months Ended
March 29, March 30, March 29, March 30, March 29, March 30,

(In millions) 2014 2013 2014 2013 2014 2013
Cash Flow Derivatives:
Amount of gain recognized in other comprehensieeine
(OCI) (a) $ — % — % 1 % 7% 1 $ 7
Amount of gain (loss) reclassified from AOCI intaraings
(a) (b) — — (©) 17 ©) 17
Amount of ineffectiveness recognized in earningqdg — — 2 (1) 2 Q)
Amount of gain expected to be reclassified intoesys during
the next twelve months — — 2 — 2 —
Net Investment Derivatives:
Amount of loss recognized from OCI into earnings (e — (28) — — — (28)
Derivatives Not Designated as Hedging Instruments:
Amount of gain recognized in Cost of sales — — 4 3 4 3
Amount of gain (loss) recognized in SG&A — (D) 1 — 1 Q)

(a) Effective portion

(b) Gain (loss) reclassified from AOCI into earrsrig reported in SG&A expenses for foreign exchasaggracts and in Cost of sales for
commodity contracts

(c) Gain (loss) recognized in earnings is relatethe ineffective portion and amounts excluded ftbmassessment of hedge effectiveness
(d) Gain (loss) recognized in earnings is repome8G&A expenses for commaodity contracts

(e) The loss recognized from OCI into earning®fgorted in gain on sale of discontinued operations

8. Pension and Other Postretirement Benefit Plans

The components of the net periodic benefit cost€b for the pension and postretirement bendéihg for the quarter and nine months el
March 29, 2014 and March 30, 2013 are as follows:

Pension Plans

Quarter Ended Nine Months Ended

(In millions) March 29, 2014 March 30, 2013 March 29, 2014 March 30, 2013
Service cost $ 3 $ 3 ¢ 7 % 8
Interest cost 19 17 5€ 52
Expected return on plan assets (24) (293 (68) (69)
Amortization of;

Net actuarial loss 1 1 3 4

Prior service cost 1 1 1 1
Settlement loss — — — 1
Net periodic benefit $ — 1 $ 1 $ (3
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Postretirement Benefit Plans

Quarter Ended Nine Months Ended
(In millions) March 29, 2014 March 30, 2013 March 29, 2014 March 30, 2013
Service cost $ 1 $ 1 % 2 9 2
Interest cost 1 1 3 3
Expected return on plan assets — — — —
Amortization of;

Net actuarial loss — — — —
Prior service benefit 2 €©)] (6) (7
Settlement loss — — — —
Net periodic benefit $ — D $ 1 $ 2

The company contributed approximately $6 millior &% million to its defined benefit pension plaetated to continuing operations during
the first nine months of 2014 and 2013, respectivii the present time, the company expects tordmrie approximately $2 million of
additional cash to its defined benefit pension glianthe remainder of 2014. The exact amount dfi casitributions made to pension plans in
any year is dependent upon a number of factoradivady minimum funding requirements in the jurisiios in which the company operates.
As a result, the actual funding in 2014 may diffem the current estimate.

9. Income Taxes

The following table sets out the tax expense ardeffective tax rate for the company from contiguaperations:

Quarter Ended Nine Months Ended
(In millions) March 29, 2014 March 30, 2013 March 29, 2014 March 30, 2013
Continuing operations
Income before income taxes $ 66 $ 54 % 217 % 21¢
Income tax expense 24 12 32 69
Effective tax rate 36.2% 22.2% 14.7% 31.7%

Third Quarter 2014

In the third quarter of 2014, the company recoghizeax expense of $24 million on pretax incomenficontinuing operations of $66 million,
or an effective tax rate of 36.3%. The tax expensrelated effective tax rate on continuing openatwere impacted by recognizing $2
million of tax expense from discrete tax itemsppatily related to the adjustment of prior year paavision estimates.

In the first nine months of 2014, the company redoed a tax expense of $32 million on pretax incdram continuing operations of $217
million, or an effective tax rate of 14.7%. The &pense and related effective tax rate on com@aperations was determined by applyir
34.5%estimated annual effgive tax rate to pretax earnings, and then reaggi$43 million of discrete tax items. The diser&x items
relate to the following:

* 45 million of tax benefit from the release of auation allowance on state deferred tax a

*  $2 million of tax expense related to adjustmentpradr year tax provision estima

Third Quarter 2013
In the third quarter of 2013, the company recoghaeax expense of $12 million on pretax incomenfiantinuing operations of $54 million,
or an effective tax rate of 22.3%. The tax exparstrelated effective tax rate on continuing openatwere impacted by recognizing $4
million of discrete items related to the following:

*  $3 million of tax benefit related to adjustmentgabr year tax provision estima

* %1 million of tax benefit related to tax law chan

In the first nine months of 2013, the company redped a tax expense of $69 million on pretax incdram continuing operations of $218
million, or an effective tax rate of 31.7%. The &gpense and related effective tax rate on comtgnaperations was determined by applyir
33.9% estimated annual effective tax rate to pretarings and recognizing $4 million of discreteris. The discrete tax items relate to the
following:

«  $3 million of tax benefit related to adjustmentgpabr year tax provision estima

* %1 million of tax benefit related to tax law chan
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Unrecognized Tax Benefits

Each quarter, the company makes a determinatitimedfix liability needed for unrecognized tax bésehat should be recorded in the
financial statements. For tax benefits to be remgh a tax position must be more-likely-than-robé sustained upon examination by the
taxing authorities. The amount recognized is mesbas the largest amount of benefit that is grehtar 50% likely to be realized upon
ultimate settlement.

The year-to-date net decrease in the liabilitydiorecognized tax benefits was $4 million, resuliim@ ending balance of $63 million as of
March 29, 2014. The $4 million net decrease ingifwsss liability for uncertain tax positions is tresult of a $6 million decrease for audit
settlements, primarily offset by a $2 million inase related to prior years. At this time, the comypestimates that it is reasonably possible
that the liability for unrecognized tax benefitdlwdiecrease by $5 million to $30 million in the néwelve months from a variety of uncertain
tax positions as a result of the completion ofdaagits currently in process and the expirationtatuses of limitations.

The company’s tax returns are routinely auditeddoleral, state, and foreign tax authorities anddhaudits are at various stages of
completion at any given time. The Internal Reve8eevice (IRS) has completed examinations of thepaomy's U.S. income tax returns
through 2010. With few exceptions, the companyoisomger subject to state and local income tax éxations by tax authorities for years
prior to 2005.

10. Contingencies and Commitments
Contingent Liabilities

The company is a party to various pending legat@edings, claims and environmental actions by gowent agencies. The company recc

a provision with respect to a claim, suit, inveatign or proceeding when it is probable that ailitgthas been incurred and the amount of the
loss can reasonably be estimated. Any provisioaseviewed at least quarterly and are adjustedfteat 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 bgiidual complainants with the Republic of the Ripines, Department of Labor and
Employment and the National Labor Relations Comimis@NLRC) from 1998 through July 1999. The complailleges unfair labor
practices due to the termination of manufacturipgrations in the Philippines by Aris Philippinesc.| (Aris), a former subsidiary of the
company. The complaint names the company as a gafgyndant. In 2006, the arbitrator ruled againstdtompany and awarded the plaintiffs
approximately $80 million in damages and fees. Thlisg was appealed by the company and subsegueetthside by the NLRC in
December 2006. Both the complainants and the coynipave filed motions for reconsideration. The compeontinues to believe that the
plaintiffs’ claims are without merit; however, stiieasonably possible that this case will be raginst the company and have a material
adverse impact on the company's results of op@igtad cash flows. The company has initiated sedtte discussions for this case and has
established an accrual for the estimated settlearaount.

Multi-Employer Pension Plan — The company partitgpan one multi-employer pension plan that progigeirement benefits to certain
employees covered by collective bargaining agre¢sn@me 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 beihgrdit critical or endangered status. The
MEPP was certified by its actuary to be in critisedtus for the 2012 plan year; consequently,rtistdes of the MEPP adopted a rehabilite
plan designed to improve the plan's funding withiprescribed period of time. The rehabilitatiompglacluded increases in employer
contributions and reductions in benefits. Unle$enwise agreed upon, any requirement to increagpdognr contributions will not take effect
until the current collective bargaining agreemenggire. However, a five percent surcharge for thigai critical year (increasing to ten
percent for subsequent years) is imposed on canitvitts to the MEPP under the current collectivegharing agreement. Such surcharge
remains in effect until the effective date of awgigd collective bargaining agreement which inctuaedifications consistent with the
rehabilitation plan. Any surcharge assessed omgriayer will also be included in the calculationtbé compounded contribution rate
increases required under the rehabilitation plamddition, the failure of the MEPP to meet fundimgrovement targets provided in its
rehabilitation plan could result in the impositiohan excise tax on contributing employers.
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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 withdrawal mass withdrawal, the twenygai
payment cap does not apply. This potential unfurpedsion liability also applies ratably to othentdbuting employers. Information
regarding underfunding is generally not providedptan administrators and trustees on a currenstzas when provided, is difficult to
independently validate. Any public information dahie relative to multi-employer pension plans rbaydated as well. In the event a
withdrawal or partial withdrawal was to occur wittspect to the MEPP, the impact to the companyisatwated financial statements could
be material. Withdrawal liability triggers couldclnde the company's decision to close a plant@dtbsolution of a collective bargaining u

The company's regularly scheduled contributiorthéoMEPP are expected to be approximately $2 millin2014, and totaled approximately
$1 million in 2013.

Plant Shutdown - During March 2014, a fire occuraéthe company’s turkey processing facility in BowThe fire caused significant damage
to both the plant and equipment and resulted imuédewn in production. The company currently eatigs the facility will resume productir
within 9-12 months from the date of the fire. Tdmnpany is presently maintaining pre-fire produttimlumes through the use of alternate
processors while the facility is under repair anticates it will continue to do so until produartiresumes. For the three months ended
March 29, 2014, the company incurred $0.4 millibcasts associated with the damages, net of expp@rserance reimbursement. The
company maintains insurance to cover such incideitkslimits it believes are sufficient to reimberthe company for its expected provable
losses, subject to a $1.0 million deductible.

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 resultarftracts entered into by the company under whietctdmpany agrees to indemnify a third
party against losses arising from a breach of sgations and covenants related to matters sutithea® assets sold, the collectibility of
receivables, specified environmental matters, |lehtigations assumed and certain tax matters. ¢h ehthese circumstances, payment by
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 claimsdifitaon, 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 paymmade by the company. It is not
possible to predict the maximum potential amourfutire payments under certain agreements, duestodnditional nature of the company's
obligations and the unique facts and circumstamuesved in each particular agreement. Historicgligyments made by the company under
these agreements have not had a material effétieocompany's business, financial condition orltei operations. The company believes
that if it were to incur a loss in any of these tmi, such loss would not have a material effedhercompany'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 Obligations — The company is ogetitly liable for leases on property operated theis. At March 29, 2014, the
maximum potential amount of future payments the gamy could be required to make, if all of the cotreperators default on the rental
arrangements, is $11 million. The minimum annuataks under these leases are $2 million in 2014n#&n in 2015 and $1 million in
2016. The largest components of these amount& rielat number of retail store leases assumed bghCazc. Coach, Inc. has issued a
guarantee to the company and agreed to indemnifyegimburse the company from and against any patgerperformance that may be
required with respect to any obligation or lialyiinposed under the retail store leases. The combas not recognized a liability for the
contingent obligation on the Coach, Inc. leasessumed.

Contingent Debt Obligations and Other — The comp@as/guaranteed the payment of certain thady debt. The maximum potential amc
of future payments that the company could be regiuio make, in the event that these third partaudt on their debt obligations, is $15
million. At the present time, the company doeshmlieve it is probable that any of these third iparwill default on the amount subject to
guarantee.
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11. Subsequent Events
On April 18, 2014, the Company signed a definisteck purchase agreement to acquire Healthy FrBeed, Inc. (Van's). Van's is a lead
better-foryou food brand that offers multiple product linesfiozen breakfast and snack foods. The compangaghe transaction to clc

in May 2014, pending regulatory clearance, witbtaltpurchase price of $165 million in cash.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS OF THE HILLSHIRE BRANDS COMPANY
FOR THE THREE YEARS ENDED JUNE 29, 2013

FINANCIAL REVIEW

This Financial Review discusses the company's results of operations, financial condition and liquidity, risk management activities,
and significant accounting policies and critical estimates. This discussion should be read in conjunction with the Consolidated
Financial Statements and related notes thereto contained elsewhere in this annual report. The company's fiscal year ends on the
Saturday closest to June 30. Fiscal years 2013, 2012 and 2011 were 52-week years. Unless otherwise stated, references to years
relate to fiscal years.

The following is an outline of the analysis included herein:

e Business Overview

e Summary of Results/Outlook

* Review of Consolidated Results

e Operating Results by Business Segment
* Financial Condition

e Liquidity

« Risk Management

¢ Non-GAAP Financial Measures

«  Critical Accounting Estimates

« Issued But Not Yet Effective Accounting Standards
e Forward-Looking Information

Business Overview

Our Business

Hillshire Brands is a manufacturer and marketer of high-quality, brand name food products. Sales are principally in the United
States, where it is one of the leaders in meat-centric food solutions for the retail and foodservice markets. In the retail channel, the
company sells a variety of packaged meat products that include hot dogs, corn dogs, breakfast sandwiches, sausages and
lunchmeats as well as a variety of frozen baked products and specialty items including cakes and cheesecakes. These products
are sold primarily to supermarkets, warehouse clubs and national chains. The company also sells a variety of meat and bakery
products to foodservice customers.

The company's portfolio of brands includes Jimmy Dean, Ball Park, Hillshire Farm, State Fair, Sara Lee frozen bakery and Chef
Pierre , as well as artisanal brands Aidells and Gallo .

Strategy

The company is focused on delivering long-term value creation through strengthening the core of its business through brand
building and innovation; leveraging its heritage brand equities to extend into new adjacent categories; fueling growth by driving
operating efficiencies; and evaluating opportunities to acquire on-trend brands that align with its strategy for value creation.

Spin-Off

On June 28, 2012, Sara Lee Corporation successfully completed the spin-off of its international coffee and tea business ("spin-
off") into an independent new public company named D.E. MASTER BLENDERS 1753 N.V. ("DEMB"). Immediately after the spin-
off, Sara Lee Corporation changed its name to The Hillshire Brands Company.
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Summary of Results/Outlook
The business highlights for 2013 include the following:

* Net sales for the year were $3.9 billion, a decrease of $38 million, or 1% versus the prior year. Adjusted net sales, which
excludes the results of businesses that have been exited or disposed of, increased 0.4%. The favorable impact of volume
increases were offset by an unfavorable shift in sales mix and pricing actions in response to lower commodity costs.

* Reported operating income for the year was $297 million, an increase of $221 million, which resulted from a decrease in
charges related to significant items. Adjusted operating income was $363 million, an increase of $40 million, or 12.5% over
the prior year as a result of lower commaodity costs net of pricing actions, lower general corporate expenses, and higher
volumes, patrtially offset by increased investments in media, advertising and promotion ("MAP").

e Operating segment income, which excludes the impact of significant items and business dispositions, was favorably
impacted by a year-over-year decrease in commaodity costs net of pricing actions and volume increases primarily related to
Jimmy Dean products, partially offset by higher investments in MAP and higher bakery manufacturing costs.

« Net income from continuing operations attributable to Hillshire Brands in 2013 was $184 million, or $1.49 per share on a
diluted basis, versus a loss of $20 million, or $0.16 per share on a diluted basis in 2012. The year-over-year improvement
was due to a $165 million decrease in after tax charges related to significant items, which includes charges for
restructuring actions, spin-off related costs and significant reductions in interest expense. On an as adjusted basis, net
income from continuing operations attributable to Hillshire Brands in 2013 was $212 million or $1.72 per share on a diluted
basis, versus $173 million, or $1.45 per share of income in 2012.

e Cash from operating activities was $253 million in 2013, an increase of $4 million due to a decrease in cash payments for
restructuring actions, lower contributions to pension plans, lower cash payments for taxes and improved operating results
on an adjusted basis which were offset by the impact of the completion of the disposition of several discontinued
operations as well as an increase in cash used to fund working capital related to operating activities.

Fiscal Year 2014 Outlook

The company expects Fiscal 2014 results to be impacted by a number of factors including higher raw material costs, continued
investments in brand building and innovation, the wrapping of non-recurring favorable SG&A costs, and competitive dynamics.
These factors will be partially offset by expected savings from the company's productivity programs.
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Review of Consolidated Results

The following tables summarize net sales and operating income for 2013 versus 2012, and 2012 versus 2011 and certain items
that affected the comparability of these amounts:

2013 Versus 2012

Dollar Percent
In millions 2013 2012 Change Change
Net sales $ 3920 $ 3,958 $ (38) (1.0)%
Less: net sales from
Dispositions — 55 (55)
Adjusted net sales $ 3920 $ 3,903 $ 17 0.4%
Operating income $ 297 % 7% % 221 NM
Less: Impact of Significant items on operating inco me $ 72) $ (255) $ 183
Dispositions 6 8 2)
Adjusted operating income $ 363 % 323 % 40 125%
2012 Versus 2011

Dollar Percent
In millions 2012 2011 Change Change
Net sales $ 3958 $ 3,884 $ 74 1.9 %
Less: net sales from
Dispositions 55 135 (80)
Adjusted net sales $ 3903 $ 3,749 % 154 4.1 %
Operating income $ 7% % 227 % (151) (66.5)%
Less: Impact of Significant items on operating inco me $ (255) % 91 s (164)
Dispositions 8 3 5
Adjusted operating income $ 323 % 315 % 8 25%

Non-GAAP Measures

Management measures and reports Hillshire Brands' financial results in accordance with U.S. generally accepted accounting
principles ("GAAP"). In this report, Hillshire Brands highlights certain items that have significantly impacted the company's financial
results and uses several non-GAAP financial measures to help investors understand the financial impact of these significant
items. The non-GAAP financial measures used by Hillshire Brands in this annual report are adjusted net sales and adjusted
operating income which exclude from a financial measure computed in accordance with GAAP the impact of significant items and
the impact of businesses that have been exited or disposed of for all periods presented. Another non-GAAP financial measure is
Adjusted EPS which excludes from reported diluted EPS from continuing operations the impact of significant items.

Management believes that these non-GAAP financial measures reflect an additional way of viewing aspects of Hillshire Brands'
business that, when viewed together with Hillshire Brands' financial results computed in accordance with GAAP, provide a more
complete understanding of factors and trends affecting Hillshire Brands' historical financial performance and projected future
operating results, greater transparency of underlying profit trends and greater comparability of results across periods. These non-
GAAP financial measures are not intended to be a substitute for the comparable GAAP measures and should be read only in
conjunction with our consolidated financial statements prepared in accordance with GAAP.

Management also uses certain of these non-GAAP financial measures, in conjunction with the GAAP financial measures, to
understand, manage and evaluate our businesses, in planning for and forecasting financial results for future periods, and as one
factor in determining achievement of incentive compensation. Two of the five performance measures under Hillshire Brands'
annual incentive plan are net sales and earnings before interest and taxes, which are the reported amounts as adjusted for
significant items and possibly other items. Many of the significant items will recur in future periods; however, the amount and
frequency of each significant item varies from period to period.
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See "Non-GAAP Measures Definitions" in the Financial Review section of this report for additional information regarding these
financial measures.

Net Sales

Net sales in 2013 were $3.920 billion, a decrease of $38 million, or 1.0% versus 2012. Net sales were impacted by dispositions
after the beginning of 2012, which reduced net sales by $55 million. Adjusted net sales increased $17 million, or 0.4% due to a
1.4% increase in volumes, which were only partially offset by an unfavorable shift in sales mix and pricing actions in response to
lower commodity costs. Sales were negatively impacted by a material one-time reduction in inventory levels held by a large retail
customer in the fourth quarter of 2013 and issues with the lunchmeat packaging transition.

Net sales in 2012 were $3.958 billion, an increase of $74 million, or 1.9% versus 2011. Net sales were impacted by dispositions
after the beginning of 2011, which reduced net sales by $80 million. Adjusted net sales increased $154 million, or 4.1% due to
price increases in response to higher commodity costs and the year-over-year impact of an acquisition made in 2011, partially
offset by lower volumes.

Operating Income

Operating income increased by $221 million in 2013. The year-over-year net impact of the change in significant items and
business dispositions identified in the preceding table of consolidated results decreased operating income by $181 million. As a
result, adjusted operating income increased $40 million, or 12.5% due to a significant decline in general corporate expense,
excluding significant items, lower commaodity costs net of pricing actions and higher volumes, partially offset by increased
investments in MAP spending.

Operating income decreased by $151 million, or 66.5% in 2012 from 2011. The year-over-year net impact of the change in
significant items and the business dispositions identified in the preceding table of consolidated results decreased operating
income by $159 million. As a result, adjusted operating income increased $8 million, or 2.5% due to a significant decline in general
corporate expense, excluding significant items, partially offset by lower adjusted operating results in the Foodservice/Other
business segment.

The changes in the individual components of operating income are discussed in more detail below.

Gross Margin

The gross margin, which represents net sales less cost of sales, increased by $61 million in 2013. The increase was driven by the
impact of lower commodity costs and the benefits of cost saving initiatives. These were only partially offset by a negative shift in
sales mix, higher bakery manufacturing costs and the generally weak economic conditions in the foodservice category.

The gross margin percentage increased from 27.8% in 2012 to 29.6% in 2013 due to gross margin percentage increases in the
Retail segment. The gross margin percentage was positively impacted by lower commodity costs partially offset by higher bakery
manufacturing costs.

The gross margin decreased by $62 million in 2012 from 2011, driven by the negative impact of higher discounts associated with
aged inventories, lower volumes, the negative impact of disruptions associated with the Tarboro N.C. bakery plant upgrade and
the generally weak economic conditions in the foodservice category, which were only partially offset by the benefits of cost saving
initiatives.

The gross margin percentage decreased from 29.9% in 2011 to 27.8% in 2012 due to gross margin percentage declines for all
business segments but primarily at Foodservice/Other. The gross margin percentage was negatively impacted by higher
commodity costs, lower volumes and higher discounts associated with aged inventories which were partially offset by pricing
actions and continuous improvement savings.
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Selling, General and Administrative Expenses

In millions 2013 2012 2011
SG&A expenses in the business segment results

Media advertising and promotion $ 174  $ 136 $ 121
Other 597 594 623
Total business segments 771 730 744
Amortization of identifiable intangibles 4 4 4
General corporate expenses 81 195 136
Mark-to-market derivative (gains)/losses @) 1 @)
Total SG&A $ 855 % 930 $ 883

Total SG&A expenses reported in 2013 by the business segments increased by $41 million, or 5.6%, versus 2012 primarily due to
higher MAP spending.

Unallocated general corporate expenses decreased by $114 million in 2013 over the prior year due to a $86 million decrease in
charges related to restructuring actions, costs incurred in conjunction with the spin-off and other significant items as well as the
impact of headcount reductions, lower benefit plan expenses and a reduction in information technology costs.

Total selling, general and administrative (SG&A) expenses in 2012 increased $47 million, or 5.4% from 2011. Measured as a
percent of sales, SG&A expenses increased from 22.7% in 2011 to 23.5% in 2012. The results reflect the impact of an increase in
charges related to restructuring and spin-off actions and higher MAP expenses partially offset by the benefits of cost saving
initiatives and lower general corporate expenses, excluding restructuring and spin-off related charges. SG&A expenses as a
percent of sales decreased in each of the business segments.

Total SG&A expenses reported in 2012 by the business segments decreased by $14 million, or 1.8%, versus 2011 primarily due
to the benefits of cost saving initiatives partially offset by higher MAP spending and the impact of inflation on wages and employee
benefits.

Unallocated general corporate expenses increased by $59 million in 2012 from 2011 due to a $148 million increase in
restructuring actions and other significant items partially offset by a reduction in information technology costs, the impact of
headcount reductions and lower stranded overhead costs related to sold businesses.
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As previously noted, reported SG&A reflects amounts recognized for restructuring actions, spin-off related costs and other
significant amounts. These amounts include the following:

In millions 2013 2012 2011
Restructuring/spin-off costs $ 57 $ 137  $ 36
Gain on HBI tax settlement — (15) —
Litigation accrual _ 11 —
Pension settlement 5 1 —
Foreign tax indemnification charge (10) (3) —
Workers' compensation deposit adjustment ) _ _
Other — 1 —
Total $ 45 3 132 $ 36

Additional information regarding the restructuring and spin-off related costs can be found in Note 6 - Exit, Disposal and
Transformation Activities.

Exit Activities, Asset and Business Dispositions
Exit activities, asset and business dispositions are as follows:

In millions 2013 2012 2011
Charges for exit activities

Severance $ 3 % 27 $ 29
Exit of leases and other contractual obligations 12 54 9
Business disposition gains (6) — _
Total $ 9 3 81 $ 38

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

The net charges in 2012 are $43 million higher than 2011 as a result of a $45 million increase in lease and contractual obligation
exit costs, which were incurred in conjunction with the spin-off.

Impairment Charges

In 2013, the company recognized a $1 million impairment charge, which related to the writedown of machinery and equipment
associated with the Retail segment that was determined to no longer have any future use by the company. In 2012, the company
recognized a $14 million impairment charge, which related to the writedown of computer software which was no longer in use. The
charge was recognized as part of general corporate expenses. In 2011, the company recognized a $15 million impairment charge,
which related to the writedown of manufacturing equipment associated with the North American foodservice bakery reporting unit.

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

Net Interest Expense

Net interest expense of $41 million in 2013 was $31 million lower than the prior year. This was due to a decline in interest expense
as a result of the repayment of approximately $2 billion of debt during 2012 primarily using proceeds from the completed business
dispositions, as well as the transfer of $650 million of debt to DEMB as part of the spin-off. Net interest expense decreased by $15
million in 2012 from 2011 to $72 million due to a decline in interest expense as a result of the repayment of approximately $970
million of debt in April 2012 using existing cash on hand. Interest income remained unchanged.

Debt Extinguishment Costs

In 2012, the company completed a cash tender offer for $348 million of its 6.125% Notes due November 2032 and $122 million of
its 4.10% Notes due 2020 and it redeemed all of its 3.875% Notes due 2013, with an aggregate principal amount of $500 million,
and recognized $39 million of charges associated with the early extinguishment of this debt. In 2011, the company redeemed its
$1.1 billion 6.25% Notes due September 15, 2011 and recognized a $55 million charge associated with the early redemption of
this debt.
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Income Tax Expense

The effective tax rate on continuing operations in 2013, 2012 and 2011 was impacted by a number of significant items that are
shown in the reconciliation of the company's effective tax rate to the U.S. statutory rate in Note 18 - Income Taxes. Additional
information regarding income taxes can be found in "Critical Accounting Estimates" within Management's Discussion and
Analysis.

In millions 2013 2012 2011
Continuing operations

Income (loss) before income taxes $ 256 $ 35 $ 85
Income tax expense (benefit) 72 (15) 27
Effective tax rates 28.1% (44.2)% 31.8%

2013 versus 2012 In 2013, the company recognized a tax expense for continuing operations of $72 million, or an effective tax rate
of 28.1%, compared to tax benefit of $15 million, or an effective tax rate of 44.2%, in 2012. The tax rate in 2013 was impacted by
contingent tax obligations, deductions associated with domestic production activities, non-taxable indemnification agreements,
employee benefit deductions and tax provision adjustments. See the tax rate reconciliation table in Note 18 - Income Taxes for
additional information.

2012 versus 2011 In 2012, the company recognized a tax benefit on continuing operations of $15 million, or an effective tax rate
of 44.2%, compared to tax expense of $27 million, or an effective tax rate of 31.8%, in 2011. The tax rate in 2012 was impacted by
non-taxable indemnification agreements, employee benefit deductions and tax provision adjustments partially offset by non-
deductible professional fees. See the tax rate reconciliation table in Note 18 - Income Taxes for additional information.

Income (Loss) from Continuing Operations and Dilute d Earnings Per Share (EPS) from Continuing Operatio  ns

Income from continuing operations in 2013 was $184 million, an increase of $204 million over the prior year. The improvement
was due to a $165 million decrease in net after tax charges incurred in conjunction with the spin-off, restructuring actions and
other significant items. Loss from continuing operations in 2012 was $20 million, a decrease of $78 million over the prior year. The
decline was due to net after tax charges incurred in conjunction with the spin-off, restructuring actions and other significant items.

Diluted EPS from continuing operations was $1.49 in 2013, a loss of $0.16 in 2012 and income of $0.46 in 2011. Adjusted diluted
EPS was $1.72 in 2013, $1.45 in 2012 and $1.21 in 2011. The diluted EPS from continuing operations in the current year is
unfavorably impacted by higher average shares outstanding as a result of the exercise of stock options and the accelerated
vesting of RSUs due to the spin-off.

Discontinued Operations

The results of the company's North American fresh bakery, refrigerated dough and foodservice beverage businesses and the
international coffee and tea, household and body care and European and Australian bakery businesses, which have been
classified as discontinued operations, are summarized below. See Note 1 - Nature of Operations and Basis of Presentation for
additional information.

In millions 2013 2012 2011
Net sales $ 80 $ 5365 $ 8,223
Income (loss) from discontinued operations before i ncome taxes $ 7 $ (140) $ 565
Income tax (expense) benefit on income from discont inued operations 8 603 (82)
Gain on disposition of discontinued operations befo re income taxes 68 772 1,304
Income tax expense on disposition of discontinued o perations (15) (367) (573)
Net income from discontinued operations $ 68 $ 868 $ 1,214
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Net Sales and Income (Loss) from Discontinued Operations before Income Taxes Net sales for discontinued operations were $80
million in 2013, compared to $5.365 billion in 2012. The year-over-year change was due to the completion of the disposition of
most of the businesses that were part of the discontinued operations prior to the end of 2012. The net sales in 2013 all relate to
the Australian bakery operations, which were disposed of in February 2013. Income from discontinued operations was $15 million
in 2013, a decline of $448 million compared to 2012 as a result of the completion of the disposition of most of the businesses that
were part of discontinued operations. The year-over-year change was also impacted by the nonrecurrence of significant
impairment charges and tax benefits that were recognized in 2012, as discussed in more detail below. The operating results
reported in 2013 relate to the Australian bakery operations, as well as adjustments of prior year tax provision estimates related to
the business dispositions completed in 2012.

Net sales for discontinued operations were $5.365 billion in 2012, compared to $8.223 billion in 2011, a 35% decrease. The sales
decline was primarily driven by the impact of business dispositions completed after the start of 2011 and resulted in there being
less than a full twelve months of sales in each fiscal year. Income before income taxes in 2012 was a loss of $140 million, a
decrease of $705 million compared to 2011. The decrease was again driven by the impact of business dispositions including $414
million of impairment charges in 2012 primarily related to the European bakery operations as well as various restructuring and
other charges. The change in income from discontinued operations was a decrease of $20 million over the prior year despite the
much larger decline in pretax income due to significant tax benefits that increased income from discontinued operations by $685
million in 2012. In 2012, the international coffee and tea business reported a $438 million income tax benefit, which included a
$623 million benefit associated with the reversal of a deferred tax liability related to the repatriation of foreign earnings. The
remaining significant tax benefits related to tax basis differences and tax settlements and reserve reversals.

Gain on Sale of Discontinued Operations In 2013, the company completed the disposition of the Australian bakery business and
recognized a pretax gain of $56 million ($42 million after tax), as well as gains related to a final purchase price adjustment
associated with the North American fresh bakery operation, a gain on the sale of manufacturing facilities related to the sale of the
North American foodservice beverage operations and adjustments to the prior year tax provision estimates associated with
previous business dispositions. In 2012, the company completed the disposition of the fresh bakery, foodservice beverage and
refrigerated dough businesses in North America as well as the European bakery businesses in Spain and France. It also
completed the disposition of the remainder of the businesses that comprised the household and body care business, primarily the
non-European insecticides business and portions of the air care and shoe care businesses. It recognized a pretax gain of $772
million ($405 million after tax) on the disposition of these businesses in 2012. The tax provision on the disposition of the
refrigerated dough business was negatively impacted by a book/tax basis difference related to $254 million of goodwill that is not
deductible for tax purposes. In 2011, the company completed the disposition of the majority of the businesses that comprised the
household and body care business - global body care, European detergents, and Australia/New Zealand bleach businesses as
well as a majority of the air care and shoe care businesses and recognized a pretax gain of $1.3 billion ($731 million after tax).
Further details regarding these transactions are included in Note 5 - Discontinued Operations.

Consolidated Net Income and Diluted Earnings Per Sh  are (EPS)

The consolidated net income and related diluted earnings per share includes the results of both continuing and discontinued
operations - see the Consolidated Statements of Income in this report for additional information. Net income was $252 million in
2013, a decrease of $596 million over the prior year. The decrease in net income was primarily due to a $800 million decline in the
results associated with discontinued operations, partially offset by a $204 million increase in results associated with continuing
operations noted previously.

Net income was $848 million in 2012, a decrease of $424 million over the prior year. The decrease in net income was primarily
due to a $326 million decrease in the gain on sale of discontinued operations. The decrease in net income was also due to a $78
million reduction in income from continuing operations noted previously.

The net income attributable to Hillshire Brands was $252 million in 2013, $845 million in 2012 and $1.263 billion in 2011.
Diluted EPS were $2.04 in 2013, $7.13 in 2012 and $10.11 in 2011. The decrease in EPS is primarily the result of the change in

net income from discontinued businesses. Further, the diluted EPS in the current year is impacted by higher average shares
outstanding as a result of the exercise of stock options and the accelerated vesting of RSUs due to the spin-off.




Operating Results by Business Segment

The company's structure is currently organized around two business segments, which are described below:

Retall sells a variety of packaged meat and frozen bakery products to retail customers in North America.
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Foodservice/Other sells a variety of meat and bakery products to foodservice customers in North America. Sales are made in the
foodservice channel to distributors, restaurants, hospitals and other large institutions. This segment also includes sales results for
the commodity pork and turkey businesses as well as the former Senseo coffee business in the United States that was exited in

March 2012 and the former live hog business that was exited in September 2011.

The following is a summary of results by business segment:

In millions 2013 2012 2011
Sales
Retail $ 2894 % 2,884 3 2,760
Foodservice/Other 1,026 1,025 1,001
3,920 3,909 3,761
Impact of businesses exited/disposed — 55 135
Intersegment — (6) (12)
Total $ 3920 $ 3,958 $ 3,884
The following tables summarize the components of the percentage change in net sales as compared to the prior year:
Volume (Excluding

Acquisition/Disposition) Mix Price Other Acquisition Disposition Total
2013 versus 2012
Retail (0.1)% 0.6 % (0.2)% — % —% —% 0.3 %
Foodservice/Other 4.5 (3.6) (0.4) (0.4) — _ 0.1
Total business segments 1.4 % (0.7)% (0.3)% — % — % (1.4)% (1.0)%

Volume (Excluding

Acquisition/Disposition) Mix Price Other Acquisition Disposition Total
2012 versus 2011
Retail (3.8)% 0.5 % 4.6 % (0.6)% 3.8% — 45 %
Foodservice/Other (0.1) (0.5) 3.2 0.2) — _ 24
Total business segments (2.6)% 0.1% 4.2 % (0.4)% 2.8% (2.2)% 19%

Operating segment income and income from continuing operations before income taxes for 2013, 2012 and 2011 are as follows:

In millions 2013 2012 2011
Income from continuing operations before income tax es

Retail $ 329 % 313 % 314
Foodservice/Other 75 79 102
Total operating segment income 404 392 416
General corporate expenses (93) (272) (159)
Mark-to-market derivative gains/(losses) (1) [€)) 2
Amortization of intangibles (4) (4) 4)
Significant items - business segments (15) 47 (31)
Impact of businesses exited/disposed 6 8 3
Total operating income 297 76 227
Interest expense, net (41) (72) (87)
Debt extinguishment costs — (39) (55)
Income (loss) from continuing operations before inc ome taxes $ 256 $ (35 $ 85
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A discussion of each business segment's sales and operating segment income is presented on the following pages. The change
in volumes for each business segment excludes the impact of acquisitions and dispositions.

General corporate expenses, which are not allocated to the individual business segments, were $93 million in 2013, a decrease of
$179 million over the prior year due to a $151 million decrease in charges related to restructuring actions, costs incurred in
conjunction with the spin-off and other significant items patrtially offset by the impact of headcount reductions, lower benefit plan
expenses and a reduction in information technology costs.

General corporate expenses were $272 million in 2012, an increase of $113 million over the prior year due to an increase in
charges related to restructuring actions and costs incurred in conjunction with the spin-off partially offset by a reduction in
information technology costs, the impact of headcount reductions and a reduction in stranded overhead costs associated with
divested businesses.

The company uses derivative financial instruments to manage its exposure to commodity prices. A commodity derivative not
declared a hedge in accordance with the accounting rules is accounted for under mark-to-market accounting with changes in fair
value recorded in the Consolidated Statements of Income. The company excludes these unrealized mark-to-market gains and
losses from the operating segment results until such time that the exposure being hedged affects the earnings of the business
segment. At that time, the cumulative gain or loss previously reported as mark-to-market derivative gains/(losses) for the
derivative instrument will be reclassified into the business segment's results.

The unrealized mark-to-market gain/loss incurred on commaodity derivative contracts was a loss of $1 million in 2013 as compared
to a loss of $1 million in 2012 and a gain of $2 million in 2011. The unrealized mark-to-market gains and losses are primarily
related to commodity derivative contracts.

The amortization of intangibles in the table relates to acquired trademarks and customer relationships. It does not include software
amortization, a portion of which is recognized in the earnings of the segments and a portion is recognized as part of general
corporate expenses.

Beginning in 2013, the reported results for the business segments exclude significant items and the impact of businesses that
have been exited or disposed. The company believes that these results are more indicative of the company's core operating
results and improve the comparability of the underlying results from period to period. The business segment results reflect the
above changes for all periods presented. See the Non-GAAP Financial Measures section in the Financial Review for additional
information regarding these exclusions.

Retalil

Dollar Percent Dollar Percent
In millions 2013 2012 Change Change 2012 2011 Change Change
Net sales $ 2894 $ 2884 $ 10 03% $ 2884 $ 2760 $ 124 45 %
Operating segment income $ 329 % NI 16 55% $ NI 314 % 1) (0.6)%

2013 versus 2012 Net sales increased by $10 million or 0.3% due to a favorable shift in sales mix partially offset by price
decreases in an environment of lower commodity costs and slightly lower volumes. Volumes declined 0.1% as volume increases
for Jimmy Dean breakfast sandwiches and sausages, and Aidells specialty sausages were offset by a one-time material change in
fourth quarter inventory levels held by a large retail customer, softness in Hillshire Farm lunchmeat and declining volumes for Ball
Park hot dogs, sweet goods, and Sara Lee deli meats. Pricing actions decreased sales by 0.2%.

Operating segment income, which excludes the impact of restructuring charges and other significant items, increased $16 million,
or 5.5%. The increase was due to lower commaodities costs net of pricing actions and a favorable shift in sales mix, which was
partially offset by increased manufacturing and SG&A expenses. MAP investments increased driven by higher spending behind
certain core brands and new products, notably Jimmy Dean and Ball Park.

2012 versus 2011 Net sales increased by $124 million or 4.5% due to an acquisition made in May 2011, pricing actions and an
improved sales mix, which offset the negative impact of lower volumes, discounts to move aged inventory and higher slotting
costs. The acquisition increased net sales by 3.8% percentage points, while the pricing actions, which were taken to offset higher
commodity costs, increased net sales by 4.6% percentage points. Unit
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volumes declined 3.8%, excluding the impact of acquisitions, due to lower volumes for frozen bakery products, hot dogs, breakfast
sandwiches, deli meats, lunchmeats and smoked sausages which more than offset volume increases for breakfast sausages.

Operating segment income decreased $1 million, or 0.6%. The decrease in operating segment income was the result of the
impact of lower volumes, discounts to move aged inventory, higher slotting expenses and higher MAP and distribution costs which
were only partially offset by the favorable income impact of an acquisition made in May 2011, lower SG&A costs, positive pricing
to commodities, and savings from continuous improvement programs.

Foodservice/Other

Dollar Percent Dollar Percent
In millions 2013 2012 Change Change 2012 2011 Change Change
Net sales $ 1026 $ 1025 $ 1 01% $ 1,025 $ 1001 $ 24 24 %
Operating segment income $ 7% 79 $ (@] (5.00% $ 79 $ 102 $ (23) (22.4)%

2013 versus 2012 Net sales, which excludes the impact of business dispositions, increased by $1 million, or 0.1%. The favorable
impact of higher volumes was mostly offset by an unfavorable shift in sales mix and negative pricing actions in response to lower
commodity costs. Volumes increased 4.5% as higher volumes for processed meat and commodity meat products were only
partially offset by lower bakery volumes due to the continued weak economic conditions.

Operating segment income, which excludes the impact of restructuring charges, other significant items and business dispositions,
decreased by $4 million, or 5.0%, The decrease was primarily driven by an unfavorable shift in sales mix and investments in
bakery plant improvements partially offset by increased volumes and lower commaodity costs. Increased investments in MAP were
offset by lower SG&A costs.

2012 versus 2011 Net sales increased by $24 million, or 2.4%. The impact of price increases in response to higher commodity
costs and an increase in sales of commodity products offset lower foodservice bakery volumes. The pricing actions increased
sales by 3.2%. Overall, net unit volumes declined 0.1% as lower bakery volumes, due to demand softness caused by the
continued weak economic conditions and the impact of production disruptions resulting from manufacturing plant upgrades at the
company's Tarboro, NC facility, were only partially offset by higher volumes for meat products.

Operating segment income decreased by $23 million, or 22.4%, as the unfavorable impact of higher commodity costs, net of
pricing actions, the impact of lower volumes for non-commodity products, the manufacturing plant disruptions noted above, which
reduced operating segment income by approximately $9 million, higher trade spending and discounts for aged inventory were only
partially offset by continuous improvement savings and lower SG&A costs.

Financial Condition

The company's cash flow statements include amounts related to discontinued operations through the date of disposal. The
discontinued operations had an impact on the cash flows from operating, investing and financing activities in each fiscal year.

Cash from Operating Activities
The cash from operating activities generated by continuing and discontinued operations is summarized in the following table:

2013 2012 2011
Cash from operating activities
Continuing operations $ 243 $ 127 % 138
Discontinued operations 10 122 309
Total $ 253  $ 249 % 447
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2013 versus 2012 The increase in cash from operating activities of $4 million in 2013 was due to a $410 million decrease in cash
paid for restructuring actions, a $205 million decrease in pension contributions, a $194 million decrease in cash taxes paid, as well
as improved operating results on an adjusted basis. These increases in cash generated from operations were offset by the
completion of business dispositions in the prior fiscal year as well as an increase in cash used to fund operating activities.

2012 versus 2011 The decrease in cash from operating activities of $198 million in 2012 was due to the completion of business
dispositions prior to the end of 2012 and a $335 million increase in cash paid for restructuring actions as well as an $89 million

increase in pension contributions. These uses of cash were patrtially offset by improved operating results on an adjusted basis,

better working capital management and a reduction in cash taxes paid.

Cash from (used in) Investing Activities
The cash from (used in) investing activities generated by continuing and discontinued operations is summarized in the following
table:

2013 2012 2011
Cash from (used in) investing activities
Continuing operations $ 127 $ (153) $ (162)
Discontinued operations 86 (368) 2,291
Total $ (41) $ (521) $ 2,129

2013 versus 2012 In 2013, $41 million of cash was used in investing activities compared with $521 million in 2012. The decrease
in cash used was primarily due to a $179 million decrease in cash paid for property and equipment, a $183 million decline in cash
paid for software and other intangibles and a $124 million increase in net cash proceeds received related to business dispositions.

The company spent $135 million in 2013 for the purchase of property and equipment as compared to $314 in 2012, which
included $158 million related to discontinued operations. The year-over-year decline related to continuing operations was due
primarily to the higher expenditures in 2012 related to expanded meat production capacity.

Capital expenditures for property and equipment related to continuing operations for 2013 was $134 million. In 2014 the company
expects such expenditures to equal approximately 4% of net sales.

The cash paid for the purchase of software and other intangibles declined by $183 million as the prior year included a $153 million
payment to acquire the remaining ownership interest in the Senseo coffee trademark, which was subsequently transferred to
DEMB as part of the spin-off.

The company received $96 million on the disposition of businesses in 2013, of which approximately $85 million (82 million AUD)
was received upon the disposition of its Australian bakery business. In 2012, business dispositions resulted in a net use of cash of
$28 million as the $2.033 billion of cash received from various business dispositions was offset by $2.061 billion of cash
transferred as part of the spin-off. The $30 million of expenditures for business acquisitions in 2012 related to beverage
companies that were subsequently transferred to DEMB as part of the spin-off.

2012 versus 2011 In 2012, $521 million of cash was used in investing activities while in 2011, $2.129 hillion of cash was received
from investing activities. The decrease in cash generated by investing activities was due to $2.061 billion of cash transferred as
part of the spin-off of the international coffee and tea business; a $475 million decline in the cash received from business
dispositions, including the deposit received in 2011; and an increase in cash paid for software and other intangibles, which is
primarily related to the $153 million (€115 million) paid to acquire the remaining ownership interest in the Senseo coffee
trademark. In addition, $31 million of cash was received from derivative transactions in 2012, which related primarily to hedges of
foreign currency exposures, as compared to $81 million in 2011.

The company received $2.033 billion on the disposition of businesses in 2012 related primarily to the disposition of its North
American fresh bakery, refrigerated dough and foodservice beverage businesses and its international bakery businesses. In 2011,
the company received $2.3 billion related to the disposition of the majority of the international household and body care business
and also received a $203 million deposit related to the disposition of its insecticides business that closed in the first half of 2012.
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The company expended $30 million in 2012 for the acquisition of several coffee companies which were transferred as part of the
spin-off of the international coffee and tea business. During 2011, the company expended $119 million of cash for the acquisition
of two businesses, Aidells, a retail sausage business and Damasco, a Brazilian coffee company.

The company spent $314 million for the purchase of property and equipment in 2012 as compared to $337 million in 2011. The
slightly higher level of spending in 2011 was due to the higher expenditures related to the expansion of meat production capacity
in North America.

Cash used in Financing Activities
The net cash used in financing activities is split between continuing and discontinued operations as follows:

2013 2012 2011
Cash from (used in) financing activities
Continuing operations $ 50 $ 184 $ 53
Discontinued operations (95) (1,530) (1,804)
Total $ (45) $ (1,346) $ (1,751)

The cash used in the financing activities of the discontinued operations primarily represents the net transfers of cash with the
corporate office as most of the cash of these businesses has been retained as a corporate asset, with the exception of the cash
related to the international coffee and tea business, which was transferred as part of the spin-off.

2013 versus 2012 The cash used in financing activities in 2013 decreased by $1.301 billion over the prior year driven primarily by
$1.164 billion in net debt repayments in 2012 and a year-over-year decrease in dividends paid of $225 million, partially offset by a
decrease in cash received related to common stock issuances. In 2013, the company paid approximately $40 million upon the
settlement of two cross currency swaps maturing in June 2013 that were associated with certain foreign denominated debt
instruments. In 2012, the company repaid $348 million of its 6.125% Notes due November 2032 and $122 million of its 4.10%
Notes due 2020 as part of a tender offer. It also redeemed all of its 3.875% Notes due 2013, which had an aggregate principal
amount of $500 million. The company also repaid $841 million of long-term debt and derivatives, which included the payment of
$156 million related to derivatives associated with this debt, and $204 million of debt with maturities less than 90 days. The
company utilized cash on hand and new borrowings to repay this debt. The company issued $851 million of new borrowings in
2012, which included a note purchase agreement with a group of institutional investors related to the private placement of $650
million aggregate principal amount of indebtedness. On June 28, 2012, the company transferred its obligation under the private
placement debt as part of the spin-off.

Additionally, in 2012 the company recognized a $15 million windfall tax benefit related to stock compensation that occurs when
compensation cost from non-qualified share-based compensation recognized for tax purposes exceeds compensation cost from
equity-based compensation recognized in the financial statements. This tax benefit increased net cash provided by financing
activities.

Dividends paid during 2013 were $46 million as compared to $271 million in 2012. The dividends paid in 2013 represent the first
three quarterly dividends of Hillshire Brands.

Cash from stock issuances totaled $47 million in 2013 compared to $84 million in 2012, driven primarily by stock award activity.

2012 versus 2011 The cash used in financing activities in 2012 decreased by $405 million over the prior year due to a $1.3 billion
reduction in cash paid to repurchase shares of its common stock partially offset by a $959 million increase in the net repayments
of debt. The 2012 debt repayment activity is outlined above.

In 2011, the company repurchased 16.0 million shares of common stock for $1.3 billion. In 2010, the company expended $500
million to repurchase 7.3 million shares of its common stock under an accelerated share repurchase program. There were no
repurchases of common stock in 2012.

During 2011, the company repaid its $1.1 billion 6.25% Note due in September 2011 and issued $400 million of 2.75% Notes due
in September 2015 and $400 million of 4.1% Notes due in September 2020. The remaining portion of the debt repayment was
funded through short term borrowings and cash on hand.
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Dividends paid during 2012 were $271 million as compared to $285 million in 2011. The reduction in dividends is due in part to the
impact of the share repurchases.

Liquidity

Cash and Equivalents, Short-Term Investments and Ca  sh Flow

At the end of 2013, the company's cash and cash equivalents balance was $400 million, which was primarily invested in prime
money market funds. A portion of cash is expected to be used over the next two fiscal years to fund the company's share
repurchase program. A portion of this cash is also expected to be used to fund cash commitments of approximately $145 - $155
million over the next several years primarily related to consulting and other costs related to the company's efficiency initiatives, as
well as the remaining legacy obligations. The majority of these commitments are expected to be paid in 2014. At the end of 2013,
the company had recognized a liability for restructuring actions of approximately $38 million. These amounts will be paid when the
obligations become due, and the company expects a significant portion of these amounts will be paid in 2014.

Dividends

The quarterly dividend amounts paid in 2013 were $0.125 per share, or $0.50 on an annualized basis. On August 8, 2013, the
company announced it had increased its next quarterly dividend to $0.175 per share, or $0.70 on an annualized basis. The
amount of any future dividends will be determined by the company's Board of Directors and is not guaranteed.

Business Dispositions in 2013

In February 2013, the company closed on the sale of its Australian bakery business to McCain Foods for 82 million AUD
(approximately $85 million U.S. dollars). Also included in the transaction were the license rights to certain intellectual property
used by the Australian bakery business in the Asia-Pacific region.

Business Dispositions in 2012

In September 2011, the company closed on the sale of its North American refrigerated dough business to Ralcorp for $545 million.
In November 2011, the company closed on the sale of its North American fresh bakery business to Grupo Bimbo for $709 million,
which included the assumption of $34 million of debt. In December 2011, the company closed on the sale of its North American
food service beverage operations to J. M. Smucker for $350 million. In August 2011, the company also made the decision to
divest its Spanish bakery business to Grupo Bimbo for €115 million and closed on this sale in the second quarter of 2012. The
company also divested its French refrigerated dough business for €115 million and closed on this deal in the third quarter of 2012.
The company closed on the divestiture of certain of the international household and body care businesses during 2012 and
received proceeds of approximately $117 million.

Spin-off/Special Dividend
In 2012, immediately after the spin-off, DEMB paid a $3.00 per share special dividend, which totaled $1.8 billion, to the company's
shareholders who received shares of the spun-off business.

Share Repurchases

As of June 29, 2013, approximately $1.2 billion were authorized for share repurchase by the board of directors, in addition to a 2.7
million share authorization remaining under a prior share repurchase program, after adjusting for the 1-for-5 reverse stock split in
June 2012. In August 2013, the company announced that it is targeting repurchases of approximately $200 million of shares of its
common stock over the next two fiscal years under its pre-existing stock repurchase authorizations. The timing of the share
buybacks will depend, in part, on our share price, the state of the financial markets and other factors.

Debt

The total debt outstanding at June 29, 2013 is $951 million, an increase of $7 million over the prior year due to the increase in the
value of current zero coupon note debt. The company's long-term debt was virtually 100% fixed-rate debt as of June 29, 2013 and
June 30, 2012.

The debt is due to be repaid as follows: $19 million in 2014, $93 million in 2015, $400 million in 2016, nil in 2017, nil in 2018 and

$439 million thereafter. The debt obligations are expected to be satisfied with cash on hand, cash from operating activities or with
additional borrowings.
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From time to time, the company opportunistically may repurchase or retire its outstanding debt through cash purchases and/or
exchanges for equity securities, in open market purchases, privately negotiated transactions or otherwise. Such repurchases or
exchanges, if any, will depend on prevailing market conditions, the company's liquidity requirements, contractual restrictions and
other factors. The amounts involved could be material.

Pension Plans

As shown in Note 16 - Defined Benefit Pension Plans, the funded status of the company's defined benefit pension plans is defined
as the amount the projected benefit obligation exceeds the plan assets. The funded status of the plans for total continuing
operations is an underfunded position of $123 million at the end of fiscal 2013 as compared to an underfunded position of $165
million at the end of fiscal 2012.

The company expects to contribute approximately $5 million of cash to its pension plans in 2014 as compared to approximately $8
million in 2013 and $9 million in 2012. The contribution amounts are for pension plans of continuing operations and pension plans
where the company has agreed to retain the pension liability after certain business dispositions were completed. The exact
amount of cash contributions made to pension plans in any year is dependent upon a number of factors, including minimum
funding requirements. As a result, the actual funding in 2014 may be materially different from the estimate.

The company participates in one multi-employer pension plan (MEPP) that provided retirement benefits to certain employees
covered by collective bargaining agreements. Participating employers in a MEPP are jointly responsible for any plan underfunding.
MEPP contributions are established by the applicable collective bargaining agreements; however, the MEPPs may impose
increased contribution rates and surcharges based on the funded status of the plan and the provisions of the Pension Protection
Act of 2006 (PPA). The PPA imposes minimum funding requirements on the plans. Plans that fail to meet certain funding
standards as defined by the PPA are categorized as being either in a critical or endangered status. We have received notice that
the plan to which we contribute has been designated in critical status. The trustees of critical status multi-employer plans must
adopt a rehabilitation or funding improvement plan designed to improve the plan's funding within a prescribed period of time.
Rehabilitation and funding improvement plans may include increased employer contributions, reductions in benefits or a
combination of the two. Unless otherwise agreed upon, any requirement to increase employer contributions will not take effect
until the current collective bargaining agreements expire. However, a five percent surcharge for the initial critical year (increasing
to ten percent for the following and subsequent years) is imposed on contributions to plans in critical status and remains in effect
until the bargaining parties agree on modifications consistent with the rehabilitation plan adopted by the trustees. In addition, the
failure of a plan to meet funding improvement targets provided in its rehabilitation or funding improvement plan could result in the
imposition of an excise tax on contributing employers.

Under current law regarding multi-employer pension plans, a withdrawal or partial withdrawal from any plan that was underfunded
would render us liable for our proportionate share of that underfunding. This potential unfunded pension liability also applies
ratably to other contributing employers. Information regarding underfunding is generally not provided by plan administrators and
trustees on a current basis and when provided, is difficult to independently validate. Any public information available relative to
multi-employer pension plans may be dated as well. In the event of a withdrawal or partial withdrawal was to occur with respect to
the MEPP to which the company makes contributions, the impact to our consolidated financial statements could be material.
Withdrawal liability triggers could include the company's decision to close a plant or the dissolution of a collective bargaining unit.

The company's regularly scheduled contributions to MEPPs related to continuing operations totaled approximately $1 million in
2013, $2 million in 2012 and $3 million in 2011. For continuing operations, the company incurred withdrawal liabilities of an
immaterial amount in 2013 and 2011 and $3 million in 2012.

Repatriation of Foreign Earnings and Income Taxes

The company intends to permanently reinvest all of its earnings from continuing operations outside of the U.S. and, therefore, has
not recognized U.S. tax expense on these earnings. In 2012, the discontinued operations of the international coffee and tea
business recognized $15.5 million of expense for repatriating a portion of 2012 and prior year foreign earnings to the U.S. In
addition, the company has recognized $25 million of tax expense in 2012 related to the repatriation of the proceeds on the sale of
the insecticides business.

In the third quarter of 2010, the company established a deferred tax liability in anticipation of the repatriation of foreign earnings
required to satisfy commitments to shareholders. This deferred liability was subsequently updated each quarter as proceeds of
non-US divestments and other cash movements were realized. As a consequence of the spin-off of the international coffee and
tea business, the repatriation of unremitted earnings was no longer required. As such, in 2012 the company released
approximately $623 million of deferred tax liabilities on its balance sheet with a corresponding reduction in the tax expense of the
discontinued international coffee and tea business.

Credit Facilities and Ratings
The company has a $750 million credit facility that expires in June 2017. The $750 million credit facility has an annual fee of
0.15% as of June 29, 2013 and pricing under this facility is based on the company's current credit rating. At June 29, 2013, the



company did not have any borrowings outstanding under this facility but it did have approximately $57 million of letters of credit
outstanding under this credit facility.

The company's debt agreements and credit facility contain customary representations, warranties and events of default, as well
as, affirmative, negative and financial covenants with which the company is in compliance. One financial covenant includes a
requirement to maintain an interest coverage ratio of not less than 2.0 to 1.0. The interest coverage ratio is based on the ratio of
EBIT to consolidated net interest expense with consolidated EBIT equal to net income plus interest expense, income tax expense,
and extraordinary or non-recurring non-cash charges and gains. For the 12 months ended June 29, 2013, the company's interest
coverage ratio was 9.0 to 1.0.

The financial covenants also include a requirement to maintain a leverage ratio of not more than 3.5 to 1.0. The leverage ratio is
based on the ratio of consolidated total indebtedness to an adjusted consolidated EBITDA. For the 12 months ended June 29,
2013, the leverage ratio was 2.1 to 1.0.

The company's credit ratings by Standard & Poor's, Moody's Investors Service and FitchRatings, as of June 29, 2013 were as
follows:

Senior
Unsecured Short- term
Obligations Borrowings Outlook
Standard & Poor's BBB A-2 Stable
Moody's Baa2 P-2 Stable
Fitch BBB F-2 Stable

Changes in the company's credit ratings result in changes in the company's borrowing costs. The company's current short-term
credit rating allows it to participate in a commercial paper market that has a number of potential investors and a historically high
degree of liquidity. A downgrade of the company's short-term credit rating would place the company in a commercial paper market
that would contain significantly less market liquidity than it currently operates in with a rating of A-2, P-2 and F-2. This would
reduce the amount of commercial paper the company could issue and raise its commercial paper borrowing cost. The facility does
not mature or terminate upon a credit rating downgrade. See Note 15 - Financial Instruments for more information. To the extent
that the company's operating requirements were to exceed its ability to issue commercial paper following a downgrade of its short-
term credit rating, the company has the ability to use available credit facilities to satisfy operating requirements, if necessary.

Off-Balance Sheet Arrangements
The off-balance sheet arrangements that are reasonably likely to have a current or future effect on the company's financial
condition are lease transactions for facilities, warehouses, office space, vehicles and machinery and equipment.

Leases

The company has numerous operating leases for manufacturing facilities, warehouses, office space, vehicles and machinery and
equipment. Operating lease obligations are scheduled to be paid as follows: $19 million in 2014, $15 million in 2015, $11 million in
2016, $10 million in 2017, $9 million in 2018 and $77 million thereafter. The company is also contingently liable for certain long-
term leases on property operated by others. These leased properties relate to certain businesses that have been sold. The
company continues to be liable for the remaining terms of the leases on these properties in the event that the owners of the
businesses are unable to satisfy the lease liability. The minimum annual rentals under these leases are as follows: $9 million in
2014, $8 million in 2015, and $1 million in 2016.
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Future Contractual Obligations and Commitments The company has no material unconditional purchase obligations as
defined by the accounting principles associated with the Disclosure of Long-Term Purchase Obligations.

The following table aggregates information on the company's contractual obligations and commitments:

Payments Due by Fiscal Year

In millions Total 2014 2015 2016 2017 2018 Thereafter
Long-term debt $ 951 $ 19 % 93 $ 400 $ — % — 8 439
Interest on debt obligations 1 310 45 33 24 21 21 166
Operating lease obligations 141 19 15 11 10 9 77
Purchase obligations 2 1,684 622 433 204 175 161 89
Other long-term liabilities 3 39 8 17 4 2 2 6
Subtotal 3,125 713 591 643 208 193 777
Contingent lease obligations 4 18 9 8 1 — — —
Total s $ 3143 % 722 $ 599 $ 644 $ 208 % 193 8 777
1 Interest obligations on fixed rate debt instruments are calculated for future periods using stated interest rates as per the debt terms. See Note 12 -

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

Purchase obligations include expenditures to purchase goods and services in the ordinary course of business for production and inventory needs
(such as raw materials, supplies, packaging, manufacturing arrangements, storage, distribution and union wage agreements); capital expenditures;
marketing services; information technology services; and maintenance and other professional services where, as of the end of 2013, the company has
agreed upon a fixed or minimum quantity to purchase, a fixed, minimum or variable pricing arrangement and the approximate delivery date. Future
cash expenditures will vary from the amounts shown in the table above. The company enters into purchase obligations when terms or conditions are
favorable or when a long-term commitment is necessary. Many of these arrangements are cancelable after a notice period without a significant
penalty. Additionally, certain costs of the company are not included in the table since at the end of 2013 an obligation did not exist. An example of
these includes situations where purchasing decisions for these future periods have not been made at the end of 2013. Ultimately, the company's
decisions and cash expenditures to purchase these various items will be based upon the company's sales of products, which are driven by consumer
demand. The company's obligations for accounts payable and accrued liabilities recorded on the balance sheet are also excluded from the table.

Represents the projected payment for long-term liabilities recorded on the balance sheet for deferred compensation, restructuring costs, deferred
income, sales and other incentives. The company has employee benefit obligations consisting of pensions and other postretirement benefits, including
medical; pension and postretirement obligations, including any contingent amounts that may be due related to multi-employer pension plans, have
been excluded from the table. A discussion of the company's pension and postretirement plans, including funding matters, is included in Notes 16 -
Defined Benefit Pension Plans and 17 - Postretirement Healthcare and Life Insurance Plans. The company's obligations for employee health and
property and casualty losses are also excluded from the table. Finally, the amount does not include any reserves for income taxes because we are
unable to reasonably predict the ultimate amount or timing of settlement of our reserves for income taxes. See Note 18 - Income Taxes regarding
income taxes for further details.

Contingent lease obligations represent leases on property operated by others that only become an obligation of the company in the event that the
owners of the businesses are unable to satisfy the lease liability. A significant portion of these amounts relates to leases operated by Coach, Inc. At
June 29, 2013, the company has not recognized a contingent lease liability on the Consolidated Balance Sheets.

Contractual commitments and obligations identified under the accounting rules associated with accounting for contingencies are reflected and
disclosed on the Consolidated Balance Sheets and in the related notes. Amounts exclude any tax impact. See Note 18 - Income Taxes regarding
income taxes for further details.
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Guarantees

The company is a party to a variety of agreements under which it may be obligated to indemnify a third party with respect to
certain matters. Typically, these obligations arise as a result of contracts entered into by the company under which the company
agrees to indemnify a third party against losses arising from a breach of representations and covenants related to such matters as
title to assets sold, the collectibility of receivables, specified environmental matters, lease obligations assumed and certain tax
matters. In each of these circumstances, payment by the company is conditioned on the other party making a claim pursuant to
the procedures specified in the contract. These procedures allow the company to challenge the other party's claims. In addition,
the company's obligations under these agreements may be limited in terms of time and/or amount, and in some cases the
company may have recourse against third parties for certain payments made by the company. It is not possible to predict the
maximum potential amount of future payments under certain of these agreements, due to the conditional nature of the company's
obligations and the unique facts and circumstances involved in each particular agreement. Historically, payments made by the
company under these agreements have not had a material effect on the company's business, financial condition or results of
operations. The company believes that if it were to incur a loss in any of these matters, such loss would not have a material effect
on the company's business, financial condition or results of operations.

The material guarantees for which the maximum potential amount of future payments can be determined, include the company's
contingent liability on leases on property operated by others that is described above, and the company's guarantees of certain
third-party debt. These debt guarantees require the company to make payments under specific debt arrangements in the event
that the third parties default on their debt obligations. The maximum potential amount of future payments that the company could
be required to make in the event that these third parties default on their debt obligations is approximately $16 million. At the
present time, the company does not believe it is probable that any of these third parties will default on the amount subject to
guarantee.

Risk Management

Challenges and Risks
As a consumer products company, we face certain risks and challenges that impact our business and financial performance. The
risks and challenges described below have impacted our performance and are likely to impact our future results as well.

The food and consumer products businesses are highly competitive. In many product categories, we compete not only with widely
advertised branded products, but also with private label products that are generally sold at lower prices. As a result, from time to
time, we may need to reduce the prices for some of our products to respond to competitive pressures. Economic uncertainty may
result in increased pressure to reduce the prices for some of our products, limit our ability to increase or maintain prices or lead to
a continued shift toward private label products. Any reduction in prices or our inability to increase prices when raw material costs
increase could negatively impact profit margins and the overall profitability of our reporting units, which could potentially trigger a
goodwill impairment.

Commodity prices directly impact our business because of their effect on the cost of raw materials used to make our products and
the cost of inputs to manufacture, package and ship our products. Many of the commodities we use, including pork, beef, poultry,
packaging, energy, cheese, fruit, seasoning blends, flour and sugar have experienced price volatility due to factors beyond our
control. The company's objective is to offset commaodity price increases with pricing actions and to offset any operating cost
increases with continuous improvement savings. During 2013, commodity costs, excluding mark-to-market derivative
gains/losses, decreased over the prior year. The benefit of lower commodity costs was partially offset by price reductions. The
company expects commaodity costs to increase in 2014.

In June 2012, the company announced that it expected to deliver $100 million of savings between 2013 and 2015. At that time,
initiatives to deliver $65 million of savings had been identified. The company has now identified the remaining $35 million of cost
savings, as well as approximately $45 million of additional savings expected through 2016. The cost savings are expected to
result from improved revenue management, supply chain and support processes. The company expects to recognize cash
charges of approximately $80 million to $100 million between 2013 and 2016. Non-cash charges may also be recognized as the
initiatives are implemented. The company recognized approximately $16 million of cash charges in 2013 related to these new cost
savings initiatives. When fully implemented, these initiatives are expected to deliver ongoing annual savings of $80 million.
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Interest Rate and Commodity Risks

To mitigate the risk from interest rate and commaodity price fluctuations, the company may enter into various hedging transactions
that have been authorized pursuant to the company's policies and procedures. The company does not use financial instruments
for trading purposes and is not a party to any leveraged derivatives.

Interest Rates The company has used interest rate swaps to modify its exposure to interest rate movements, reduce borrowing
costs and to lock in interest rates on anticipated debt issuances. Interest rate risk management is accomplished through the use of
swaps to modify interest payments under these instruments. As of the end of 2013, the company does not have any interest rate
swaps outstanding as it has no significant exposure to changing interest rates on our long-term debt because the interest rate is
fixed on 100% of the company's long-term debt. Market risk for fixed-rate long-term debt is estimated as the potential decrease in
fair value resulting from a hypothetical 10% increase in interest rates, which would result in a maximum potential loss of
approximately $16 million. The underlying fair values of our long-term debt were estimated based on quoted market prices or on
the current rates offered for debt with similar maturities.

The company has interest rate risk associated with its pension and post-retirement benefit obligations. Changes in interest rates
impact the liabilities associated with these benefit plans as well as the amount of income or expense recognized for these plans.
Declines in the value of the plan assets could diminish the funded status of the pension plans and potentially increase the
requirements to make cash contributions to these plans. See Note 16 - Defined Benefit Pension Plans and 17 - Postretirement
Healthcare and Life Insurance Plans for additional information.

Commodities The company is a purchaser of certain commaodities such as beef, pork, chicken, packaging, fruit, seasoning blends,
flour, corn, corn syrup, soybean and corn oils, butter, sugar, natural gas and diesel fuel. We also raise turkeys and contract with
turkey growers to meet our raw material requirements for whole birds and processed turkey products. Our costs for turkey are
affected by the cost and supply of feed grains, including corn and soybean meal. Commodities are subject to price risk due to
factors such as fluctuations in the commodity market, the availability of supply, severe weather, consumer or industrial demand
and changes in governmental and international trade, alternative energy and agricultural programs. The company attempts to
reduce the market risk associated with these by entering into either physical forward contracts or derivative instruments. The
company has policies governing the hedging instruments that can be used. In circumstances where commodity derivative
instruments are used, there is a high correlation between the commodity costs and the derivative instrument.

For commodity derivative instruments held, the company uses a sensitivity analysis technique to evaluate the effect that a 10%
change in the underlying commaodity price would have on the market value of the company's commodity derivative instruments.
The impact is not significant compared with the earnings and equity of the company.

In millions 2013 2012
Effect of a 10% change in market price

Grains & oilseeds $ 3 % 7
Energy

Other commodities 2

Risk Management Activities

The company maintains risk management control systems to monitor the interest rate and commodity risks, and the company's
offsetting hedge positions. The risk management control system uses analytical techniques including market value and sensitivity
analysis.

Sensitivity Analysis The sensitivity analysis is the measurement of the potential loss in future earnings, fair values or cash flows of
market sensitive instruments resulting from one or more selective hypothetical changes in interest rates, foreign currency
exchange rates, commodity prices and other market rates or prices over a selected time.

Non-GAAP Financial Measures

The following is an explanation of the non-GAAP financial measures presented in this annual report. Adjusted net sales excludes
from net sales the impact of businesses that have been exited or divested for all periods presented. Adjusted operating income
excludes from operating income the impact of significant items recognized during the fiscal period and businesses exited or
divested for all periods presented. It also adjusts for the impact of an additional week in those fiscal years that include a 53rd
week. Results for businesses acquired are included from the date of acquisition onward. Adjusted EPS excludes from diluted EPS
for continuing operations the impact of significant items and the 53rd week.
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Significant Items Affecting Comparability
The reported results for 2013, 2012 and 2011 reflect amounts recognized for restructuring actions and other significant amounts
that impact comparability.

Significant items are income or charges (and related tax impact) that management believes have had a significant impact on the
earnings of the applicable business segment or on the total company for the period in which the item is recognized, are not
indicative of the company's core operating results and affect the comparability of underlying results from period to period.
Significant items may include, but are not limited to: charges for exit activities; various restructuring programs; spin-off related
costs; impairment charges; pension partial withdrawal liability charges; benefit plan curtailment gains and losses; tax charges on
deemed repatriated earnings; tax costs and benefits resulting from the disposition of a business; impact of tax law changes;
changes in tax valuation allowances and favorable or unfavorable resolution of open tax matters based on the finalization of tax
authority examinations or the expiration of statutes of limitations.

The impact of the above items on net income and diluted earnings per share is summarized on the following page.
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Impact of Significant Items on Income from Continui

ng Operations, Net Income and Diluted Earnings Per

Share

EX99.3

Year ended June 29, 2013

Year ended June 30, 2012

Year ended July 2, 2011

Pretax Net Diluted EPS Pretax Net Diluted EPS Pretax Net Diluted 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
Severance/retention charges @ s @ $ (002 $ (B1) $ (200 $ 017) % 40) $ 25 $ (0.20)
Lease & contractual obligation exit costs @) ® (0.06) (55) (35) (0.29) _ _ —
Consulting, advisory & other costs (38) (25) (0.20) (110) (84) (0.70) (34) 27) (0.22)
Income from asset dispositions 6 4 0.03 _ _ _ _ _ _
Accelerated depreciation (29) (18) (0.15) (46) 29) (0.25) ) 1) (0.01)
Total restructuring actions 77 (49) (0.40) (242) (168) (1.40) (76) (53) (0.42)
Other
Impairment charges ) @ (0.01) (14) ©) (0.07) (15) ©) (0.08)
Litigation accrual _ _ _ (11) @) (0.06) — = —
Gain on HBI tax settlement _ _ _ 15 15 0.12 _ — —
Pension curtailment/withdrawal/other ®) ) (0.03) ®) @) (0.03) _ _ —
Foreign tax indemnification charge 10 10 0.08 3 4 0.03 _ _ —
Workers' compensation deposit adjustment 7 5 0.04 _ _ _ _ _ —
Debt extinguishment costs _ _ _ (39) (25) (0.21) (55) (35) (0.28)
Impact on income from continuing operations before income taxes (66) 38) (0.31) (294) (194) (1.62) (146) 97) (0.78)
Significant tax matters
Tax audit settlements/reserve adjustments _ 10 0.09 _ 1 0.01 _ 4 0.03
Impact on income from continuing operations (66) (28) (0.23) (294) (193) (1.61) (146) (93) (0.75)
Discontinued operations
Severance/retention charges _ _ _ (73) (55) (0.46) (136) 97) (0.78)
Consulting, advisory & other costs ®) o) (0.02) (145) (105) (0.87) (48) 37) (0.31)
Lease & contractual obligation exit costs _ _ _ (108) (79) (0.66) _ _ _
Accelerated depreciation _ _ _ _ _ — 3) 2) (0.02)
Impairment charges _ _ _ (414) (365) (3.05) (6) (5) (0.04)
Pension curtailment/withdrawal

1 1 = 6 3 0.02 1 1 0.01

Thailand flood loss _ _ _ EZZ Elz E0.0lZ (_) (_) ( _)
Indirect tax reserve - Brazil _ _ _ (1) (1) (0.01) — = —
Antitrust (provision)/reversal _ _ _ _ _ — 27 18 0.15
Licensing agreement termination charge _ _ _ _ _ _ (39) 27) (0.21)
Gain on sale of discontinued operations 68 53 0.43 772 405 3.38 1,304 731 5.85
Tax basis difference _ 4 0.03 _ 186 156 - 120 0.96
Tax on unremitted earnings _ _ _ _ 471 394 — (6) (0.05)
Tax audit settlements/reserve adjustments _ 1 0.01 _ 80 0.67 — 23 0.18
Valuation allowance adjustment _ _ _ _ (66) (0.55) — 2 0.02
Impact on discontinued operations 66 57 0.46 23 467 3.90 1,098 719 5.76
Impact of using diluted versus basic shares _ _ _ _ — 0.07 — — —
Impact on net income $ — 3 29 % 023 $ (2711) $ 274 % 23 $ 952 $ 626 § 5.01
Impact on income from continuing operations before income taxes
Cost of sales $ (1) $ (28) $ )
Selling, general and administrative expenses (5) (132) (36)
Exit and business dispositions © (81) (38)
Impairment charges (1) (14) (15)
Impact on operating income (66) (255) (91)
Debt extinguishment costs _ (39) (55)
Total $ (66 $  (294) $  (146)

Diluted earnings per share - continuing operations



$ 1.49 $ (0.16) $ 0.46
Less: Impact of significant items

(0.23) (1.61) (0.75)
Adjusted earnings per share $ 1.72 $ 1.45 $ 121
1 The earnings per share (EPS) impact of individual amounts in the table above are rounded to the nearest $0.01 and may not add to the total.
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Critical Accounting Estimates

The company's summary of significant accounting policies is discussed in Note 2 - Summary of Significant Accounting Policies.
The application of certain of these policies requires significant judgments or a complex estimation process that can affect the
results of operations and financial position of the company, as well as the related footnote disclosures. The company bases its
estimates on historical experience and other assumptions that it believes are most likely to occur. If actual amounts are ultimately
different from previous estimates, the revisions are included in the company's results of operations for the period in which the
actual amounts become known, and, if material, are disclosed in the financial statements. The disclosures below also note
situations in which it is reasonably likely that future financial results could be impacted by changes in these estimates and
assumptions. The term reasonably possible refers to an occurrence that is more than remote but less than probable in the
judgment of management.

Sales Recognition and Incentives

Sales are recognized when title and risk of loss pass to the customer. Reserves for uncollectible accounts are based upon
historical collection statistics, current customer information, and overall economic conditions. These estimates are reviewed each
quarter and adjusted based upon actual experience. The reserves for uncollectible trade receivables are disclosed and trade
receivables due from customers that the company considers highly leveraged are presented in Note 15 - Financial Instruments.
The company has a significant number of individual accounts receivable and a number of factors outside of the company's control
that impact the collectibility of a receivable. It is reasonably likely that actual collection experience will vary from the assumptions
and estimates made at the end of each accounting period.

The Notes to the Consolidated Financial Statements specify a variety of sales incentives that the company offers to resellers and
consumers of its products. Measuring the cost of these incentives requires, in many cases, estimating future customer utilization
and redemption rates. Historical data for similar transactions are used in estimating the most likely cost of current incentive
programs. These estimates are reviewed each quarter and adjusted based upon actual experience and other available
information. The company has a significant number of trade incentive programs and a number of factors outside of the company's
control that impact the ultimate cost of these programs. It is reasonably likely that actual experience will vary from the assumptions
and estimates made at the end of each accounting period.

Inventory Valuation

Inventory is carried on the balance sheet at the lower of cost or market. Obsolete, damaged and excess inventories are carried at
net realizable value. Historical recovery rates, current market conditions, future marketing, sales plans and spoilage rates are key

factors used by the company in assessing the most likely net realizable value of obsolete, damaged and excess inventory. These

factors are evaluated at a point in time and there are inherent uncertainties related to determining the recoverability of inventory. It
is reasonably likely that market factors and other conditions underlying the valuation of inventory may change in the future.

Impairment of Property

Property is tested for recoverability whenever events or changes in circumstances indicate that its carrying value may not be
recoverable. Such events include significant adverse changes in the business climate, the impact of significant customer losses,
current period operating or cash flow losses, forecasted continuing losses, or a current expectation that an asset group will be
disposed of before the end of its useful life or spun-off. Recoverability of property is evaluated by a comparison of the carrying
amount of an asset or asset group to future net undiscounted cash flows expected to be generated by the asset or asset group. If
these comparisons indicate that an asset is not recoverable, the impairment loss recognized is the amount by which the carrying
amount of the asset exceeds the estimated fair value. When an impairment loss is recognized for assets to be held and used, the
adjusted carrying amount of those assets is depreciated over its remaining useful life. Restoration of a previously recognized
impairment loss is not allowed.
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There are inherent uncertainties associated with these judgments and estimates and it is reasonably likely that impairment
charges can change from period to period. Note 4 - Impairment Charges discloses the impairment charges recognized by the
company and the factors which caused these charges. It is also reasonably likely that the sale of a business can result in the
recognition of an impairment that differs from that anticipated prior to the closing date. Given the company's ongoing efforts to
improve operating efficiency, it is reasonably likely that future restructuring actions could result in decisions to dispose of other
assets before the end of their useful life and it is reasonably likely that the impact of these decisions would result in impairment
and other related costs including employee severance that in the aggregate would be significant.

Trademarks and Other Identifiable Intangible Assets

The primary identifiable intangible assets of the company are trademarks and customer relationships acquired in business
combinations and computer software. Identifiable intangibles with finite lives are amortized and those with indefinite lives are not
amortized. The estimated useful life of an identifiable intangible asset to the company is based upon a number of factors, including
the effects of demand, competition, expected changes in distribution channels and the level of maintenance expenditures required
to obtain future cash flows. As of June 29, 2013, the net book value of trademarks and other identifiable intangible assets was
$121 million, of which $77 million is being amortized. The anticipated amortization over the next five years is $40 million.

Identifiable intangible assets that are subject to amortization are evaluated for impairment using a process similar to that used to
evaluate elements of property. Identifiable intangible assets not subject to amortization are assessed for impairment at least
annually, in the fourth quarter, and as triggering events may arise. The impairment test for intangible assets not subject to
amortization consists of a comparison of the fair value of the intangible asset with its carrying amount. An impairment loss is
recognized for the amount by which the carrying value exceeds the fair value of the asset. The fair value of the intangible asset is
measured using the royalty savings method. In making this assessment, management relies on a number of factors to discount
anticipated future cash flows including operating results, business plans and present value techniques. Rates used to discount
cash flows are dependent upon interest rates and the cost of capital at a point in time.

There are inherent assumptions and estimates used in developing future cash flows requiring management's judgment in applying
these assumptions and estimates to the analysis of intangible asset impairment including projecting revenues, interest rates, the
cost of capital, royalty rates and tax rates. Many of the factors used in assessing fair value are outside the control of management
and it is reasonably likely that assumptions and estimates will change in future periods. These changes can result in future
impairments. Note 4 - Impairment Charges sets out the impact of charges taken to recognize the impairment of intangible assets
and the factors which led to changes in estimates and assumptions.

Goodwill

Gooduwill is not amortized but is subject to periodic assessments of impairment and is discussed further in Note 3 - Intangible
Assets and Goodwill. Goodwill is assessed for impairment at least annually, in the fourth quarter, and as triggering events may
arise.

The recoverability of goodwill is first evaluated using qualitative factors to determine if recoverability needs to be further assessed
using the two-step process. Some of the factors considered were the overall financial performance of the business including
current and expected cash flows, revenues and earnings; changes in macroeconomic or industry conditions; changes in cost
factors such as raw materials and labor; and changes in management, strategy or customers. If, after assessing the totality of
events or circumstances, an entity determines that it is not more likely than not that the fair value is less than the carrying amount,
then the two-step process of impairment testing is unnecessary. However, if the qualitative assessment discussed above indicates
that there may be a possible impairment then the first step of the goodwill impairment test is required to be performed.
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The first step involves a comparison of the fair value of a reporting unit with its carrying value. If the carrying value of the reporting
unit exceeds its fair value, the second step of the process involves a comparison of the implied fair value and carrying value of the
goodwill of that reporting unit. If the carrying value of the goodwill of a reporting unit exceeds the implied fair value of that goodwill,
an impairment loss is recognized in an amount equal to the excess. Reporting units are business components at least one level
below the operating segment level for which discrete financial information is available and reviewed by segment management. In
evaluating the recoverability of goodwill, it is necessary to estimate the fair value of the reporting units. In making this assessment,
management relies on a number of factors to determine anticipated future cash flows including operating results, business plans
and present value techniques. Rates used to discount cash flows are dependent upon interest rates and the cost of capital at a
point in time. The fair value of reporting units is estimated based on a discounted cash flow model. The discounted cash flow
model uses management's business plans and projections as the basis for expected future cash flows for the first three years and
a residual growth rate thereafter. Management believes the assumptions used for the impairment test are consistent with those
utilized by a market participant performing similar valuations for our reporting units. A separate discount rate derived from
published sources was utilized for each reporting unit.

There are inherent assumptions and estimates used in developing future cash flows requiring management's judgment in applying
these assumptions and estimates to the analysis of goodwill impairment including projecting revenues and profits, interest rates,
the cost of capital, tax rates, the company's stock price, and the allocation of shared or corporate items. Many of the factors used
in assessing fair value are outside the control of management and it is reasonably likely that assumptions and estimates can
change in future periods. These changes can result in future impairments.

Self-Insurance Reserves

The company purchases third-party insurance for workers' compensation, automobile and product and general liability claims that
exceed a certain level. The company is responsible for the payment of claims under these insured limits, and consulting actuaries
are utilized to estimate the obligation associated with incurred losses. Historical loss development factors are utilized to project the
future development of incurred losses, and these amounts are adjusted based upon actual claim experience and settlements.
Consulting actuaries make a significant number of estimates and assumptions in determining the cost to settle these claims and
many of the factors used are outside the control of the company. Accordingly, it is reasonably likely that these assumptions and
estimates may change and these changes may impact future financial results.

Income Taxes
Deferred taxes are recognized for the future tax effects of temporary differences between financial and income tax reporting using
tax rates in effect for the years in which the differences are expected to reverse.

The company's effective tax rate is based on pretax income, statutory tax rates and tax planning opportunities available in the
various jurisdictions in which the company operates. There are inherent uncertainties related to the interpretation of tax
regulations in the jurisdictions in which the company transacts business. We establish reserves for income taxes when, despite
the belief that our tax positions are fully supportable, we believe that our position may be challenged and possibly disallowed by
various tax authorities. The company's recorded estimates of liability related to income tax positions are based on management's
judgments made in consultation with outside tax and legal counsel, where appropriate, and are based upon the expected outcome
of proceedings with tax authorities in consideration of applicable tax statutes and related interpretations and precedents. The
reserves include penalties and interest on these reserves at the appropriate statutory interest rates and these charges are also
included in the company's effective tax rate. The ultimate liability incurred by the company may differ from its estimates based on
a number of factors, including the application of relevant legal precedent, the company's success in supporting its filing positions
with tax authorities, and changes to, or further interpretations of, law.

The company's tax returns are routinely audited by federal and state tax authorities. Reserves for uncertain tax positions represent
a provision for the company's best estimate of taxes expected to be paid based upon all available evidence recognizing that over
time, as more information is known, these reserves may require adjustment. Reserves are adjusted when (a) new information
indicates a different estimated reserve is appropriate; (b) the company finalizes an examination with a tax authority, eliminating
uncertainty regarding tax positions taken; or (c) a tax authority does not examine a tax year within a given statute of limitations,
also eliminating the uncertainty with regard to tax positions for a specific tax period. The actual amounts settled with respect to
these examinations are the result of discussions and settlement negotiations involving the interpretation of complex income tax
laws in the context of our fact patterns. Any adjustment to a tax reserve impacts the company's tax expense in the period in which
the adjustment is made.
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The company's tax rate from period to period can be affected by many factors. The most significant of these factors are changes
in tax legislation, the tax characteristics of the company's income, the timing and recognition of goodwill impairments, acquisitions
and dispositions, adjustments to the company's reserves related to uncertain tax positions, and changes in valuation allowances.
It is reasonably possible that the following items can have a material impact on income tax expense, net income and liquidity in
future periods:

» Tax legislation in the jurisdictions in which the company does business may change in future periods. While such changes
cannot be predicted, if they occur, the impact on the company's tax assets and obligations will need to be measured and
recognized in the financial statements.

® The company has ongoing U.S. and state tax audits for various tax periods. The U.S. federal tax years from 2009 onward
remain subject to audit. With few exceptions, the company is no longer subject to state and local income tax examinations
by tax authorities for years before 2005. The tax reserves for uncertain tax positions recorded in the financial statements
reflect the expected finalization of examinations. The company regularly reviews its tax positions based on the individual
facts, circumstances, and technical merits of each tax position. If the company determines it is more likely than not that it
is entitled to the economic benefits associated with a tax position, it then considers the amounts and probabilities of the
outcomes that could be realized upon ultimate settlement with a taxing authority, taking into consideration all available
facts, circumstances, and information. The company believes that it has sufficient cash resources to fund the settlement of
these audits.

As a result of audit resolutions, expirations of statutes of limitations, and changes in estimate on tax contingencies in 2013, 2012
and 2011, the company recognized a tax benefit of $5 million, a benefit of $1 million, and an expense of $3 million, respectively.
However, audit outcomes and the timing of audit settlements are subject to significant uncertainty. The company estimates
reserves for uncertain tax positions, but is not able to control or predict the extent to which tax authorities will examine specific
periods, the outcome of examinations, or the time period in which examinations will be conducted and finalized. Favorable or
unfavorable past audit experience in any particular tax jurisdiction is not indicative of the outcome of future examinations by those
tax authorities. Based on the nature of uncertain tax positions and the examination process, management is not able to predict the
potential outcome with respect to tax periods that have not yet been examined or the impact of any potential reserve adjustments
on the company's tax rate or net earnings trends. As of the end of 2013, the company believes that it is reasonably possible that
the liability for unrecognized tax benefits will decrease by approximately $5 million to $30 million over the next 12 months.

® Facts and circumstances may change that cause the company to revise the conclusions on its ability to realize certain net
operating losses and other deferred tax attributes. The company regularly reviews whether it will realize its deferred tax
assets. Its review consists of determining whether sufficient taxable income of the appropriate character exists within the
carryback and carryforward period available under respective tax statutes. The company considers all available evidence
of recoverability when evaluating its deferred tax assets; however, the company's most sensitive and critical factor in
determining recoverability of deferred tax assets is the existence of historical and projected profitability in a particular
jurisdiction. As a result, changes in actual and projected results of the company's various legal entities can create
variability, as well as changes in the level of the company's gross deferred tax assets, which could result in increases or
decreases in the company's deferred tax asset valuation allowance.

The company cannot predict with reasonable certainty or likelihood future results considering the complexity and sensitivity of the
assumptions above.

Note 18 - Income Taxes, sets out the factors which caused the company's effective tax rate to vary from the statutory rate and
certain of these factors result from finalization of tax audits and review and changes in estimates and assumptions regarding tax
obligations and benefits.
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Stock Based Compensation

The company issues restricted stock units (RSUs) and stock options to employees in exchange for employee services. See Note
9 - Stock-Based Compensation regarding stock-based compensation for further information on these awards. The cost of RSUs
and stock option awards is equal to the fair value of the award at the date of grant, and compensation expense is recognized for
those awards earned over the service period. A certain number of the RSUs vest based upon the employee achieving certain
defined service and performance measures, either internally or externally measured. During the service period, management
estimates the number of awards that will meet the defined performance measures. At the time of grant, if the measures are based
upon external criteria, the Monte Carlo model is used to determine the fair value of these awards at the date of grant.
Management estimates the volatility of the company's stock and the initial total shareholder return to determine the fair value of
the award. If the measures are based upon internal criteria, the cost of the RSUs is equal to the fair value at the date of grant.
With regard to stock options, at the date of grant, the company determines the fair value of the award using the Black-Scholes
option pricing formula. Management estimates the period of time the employee will hold the option prior to exercise and the
expected volatility of the company's stock, each of which impacts the fair value of the stock options. The company believes that
changes in the estimates and assumptions associated with prior non-performance based grants and stock option grants are not
reasonably likely to have a material impact on future operating results. However, changes in estimates and assumptions related to
previously issued performance based RSUs may have a material impact on future equity.

Defined Benefit Pension Plans
See Note 16 - Defined Benefit Pension Plans, for information regarding plan obligations, plan assets and the measurements of
these amounts, as well as the net periodic benefit cost and the reasons for changes in this cost.

Pension costs and obligations are dependent on assumptions used in calculating such amounts. These assumptions include
estimates of the present value of projected future pension payments to all plan participants, taking into consideration the likelihood
of potential future events such as salary increases and demographic experience. The assumptions used in developing the
required estimates include the following key factors: discount rates, expected return on plan assets, retirement rates and mortality.

In determining the discount rate, the company utilizes a yield curve based on high-quality fixed-income investments that have a
AA bond rating to discount the expected future benefit payments to plan participants. In determining the long-term rate of return on
plan assets, the company assumes that the historical long-term compound growth rate of equity and fixed-income securities will
predict the future returns of similar investments in the plan portfolio. Investment management and other fees paid out of plan
assets are factored into the determination of asset return assumptions. Retirement rates are based primarily on actual plan
experience, while standard actuarial tables are used to estimate mortality. Results that differ from these assumptions are
accumulated and amortized over future periods and, therefore, generally affect the net periodic benefit cost in future periods.

Net periodic benefit costs for the company's defined benefit pension plans related to continuing operations were nil in 2013, $1
million in 2012 and $13 million in 2011, and the projected benefit obligation was $1.562 billion at the end of 2013 and $1.680
billion at the end of 2012. The company currently expects its net periodic benefit cost for 2014 to be approximately $3 million of
income. The year-over-year change versus 2013 is primarily due to the recognition of $6 million of settlement losses in 2013
which related to a Canadian plan, an increase in interest expense resulting from a higher discount rate and a decrease in
expected return on assets. The decrease in expected return on assets results from lower plan assets at the end of 2013 due to
benefit payments partially offset by a decrease in the amortization related to actuarial gains/losses.

The following information illustrates the sensitivity of the net periodic benefit cost and projected benefit obligation to a change in
the discount rate and return on plan assets. Amounts relating to foreign plans are translated at the spot rate at the close of 2013.
The sensitivities reflect the impact of changing one assumption at a time and are specific to base conditions at the end of 2013. It
should be noted that economic factors and conditions often affect multiple assumptions simultaneously and that the effects of
changes in assumptions are not necessarily linear.
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Increase/(Decrease) in

2013
2014 Projected
Net Periodic Benefit
Assumption Change Benefit Cost Obligation
Discount rate 1% increase  $ @ $ (187)
1% decrease 6 213
Asset return 1% increase (14) —
1% decrease 14 —

The company's defined benefit pension plans had a net unamortized actuarial loss of $228 million in 2013 and $263 million in
2012. The unamortized actuarial loss is reported in the Accumulated other comprehensive loss line of the Consolidated Balance
Sheet. The decrease in the unamortized net actuarial loss in 2013 was primarily due to a net actuarial gain in 2013 resulting from
a decrease in plan liabilities due to the increase in the weighted average discount rate partially offset by decline in actual asset
performances.

As indicated above, changes in the bond yields, expected future returns on assets, and other assumptions can have a material
impact upon the funded status and the net periodic benefit cost of defined benefit pension plans. It is reasonably likely that
changes in these external factors will result in changes to the assumptions used by the company to measure plan obligations and
net periodic benefit cost in future periods.

Issued but not yet Effective Accounting Standards
Following is a discussion of recently issued accounting standards that the company will be required to adopt in a future period.

Offsetting Assets and Liabilities In December 2011, the FASB issued an amendment on disclosures about offsetting assets and
liabilities. The amendment requires additional disclosures showing the effect or potential effect of netting arrangements on an
entity's financial position, including the effect or potential effect of rights of set-off associated with certain financial instruments and
derivative instruments. The amendment is retroactively effective for the company beginning in the first quarter of fiscal 2014. This
standard will only impact the company's disclosures in the Financial Instruments note to the financial statements and will not have
an impact on our consolidated results of operations, financial position or cash flows.

Reporting Amounts Reclassified Out of Accumulated Other Comprehensive Income - In February 2013, the FASB issued an
accounting standards update that requires companies to disclose any significant amounts reclassified from each component of
accumulated other comprehensive income and the income statement line items affected by the reclassification. This disclosure
can be made either parenthetically on the face of the income statement or in the notes to the financial statements. This
amendment is effective for the company beginning in the first quarter of fiscal 2014. This amendment does not have an impact on
our consolidated results of operations, financial position or cash flows.

Presentation of Unrecognized Tax Benefits - In July 2013, the FASB issued an accounting standard to clarify the presentation of
unrecognized tax benefits when a net operating loss carryforward, a similar tax loss, or a tax credit carryforward exists to address
issues with diversity in practice. The standard states that, with limited exceptions, the unrecognized tax benefit should be
presented in the financial statements as a reduction to a deferred tax asset. While the standard is effective for fiscal years, and
interim periods within those years, beginning after December 15, 2014, the company has historically presented such information in
accordance with the newly issued guidance. As such, there will be no impact to the financial statements as a result of the
issuance of this amendment.

Forward-Looking Information

This document contains forward-looking statements regarding Hillshire Brands' business prospects and future financial results and
metrics. In addition, from time to time, in oral statements and written reports, the company discusses its expectations regarding
the company's future performance by making forward-looking statements preceded by terms such as will, anticipates, intends,
expects, likely or believes. These forward-looking statements are based on currently available competitive, financial and economic
data and management's views and assumptions regarding future events and are inherently uncertain.
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Investors must recognize that actual results may differ from those expressed or implied in the forward-looking statements, and the
company wishes to caution readers not to place undue reliance on any forward-looking statements. Among the factors that could
cause Hillshire Brands' actual results to differ from such forward-looking statements are those described under Iltem 1A, Risk
Factors in Hillshire Brands' most recent Annual Report on Form 10-K and other SEC Filings, as well as factors relating to:

® The consumer marketplace, such as (i) intense competition, including advertising, promotional and price competition;
(ii) changes in consumer behavior due to economic conditions, such as a shift in consumer demand toward private label;
(iii) fluctuations in raw material costs, Hillshire Brands' ability to increase or maintain product prices in response to cost
fluctuations and the impact on profitability; (iv) the impact of various food safety issues and regulations on sales and
profitability of Hillshire Brands products; and (v) inherent risks in the marketplace associated with product innovations,
including uncertainties related to execution and trade and consumer acceptance;

® Hillshire Brands' relationship with its customers, such as (i) a significant change in Hillshire Brands' business with any of
its major customers, such as Wal-Mart, its largest customer; and (ii) credit and other business risks associated with
customers operating in a highly competitive retail environment;

® Hillshire Brands' spin-off of its international coffee and tea business in June 2012, including potential tax liabilities and
other indemnification obligations; and

» Other factors, such as (i) Hillshire Brands' ability to generate margin improvement through cost reduction and productivity
improvement initiatives; (ii) Hillshire Brands' credit ratings, the impact of Hillshire Brands' capital plans on such credit
ratings and the impact these ratings and changes in these ratings may have on Hillshire Brands' cost to borrow funds and
access to capital/debt markets; and (iii) the settlement of a number of ongoing reviews of Hillshire Brands' income tax
filing positions and inherent uncertainties related to the interpretation of tax regulations in the jurisdictions in which
Hillshire Brands transacts business.

In addition, Hillshire Brands' results may also be affected by general factors, such as economic conditions, political developments,
interest and inflation rates, accounting standards, taxes and laws and regulations in markets where the company competes.
Hillshire Brands undertakes no obligation to publicly update any forward-looking statements, whether as a result of new
information, future events or otherwise.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION AND RESULTS OF OPERATIONS OF THE
HILLSHIRE BRANDS COMPANY
FOR THE NINE MONTHS ENDED MARCH 29, 2014 AND MARCBD, 2013

Introduction

The following is managemesstdiscussion and analysis of the results of operatior the third quarter and first nine month2@14 compare
with the third quarter and first nine months of 3@hd a discussion of the changes in financial itimmdand liquidity during the first nine
months of 2014. Below is an outline of the analysekided herein:

* Business Overvie

e Summary of Resul

e Consolidated ResultsFhird Quarter of 2014 Compared with Third Quarte2@1:
e Consolidated ResultsFirst Nine Months of 2014 Compared with First NMenths of 201
e Operating Results by Business Segr

« Financial Conditio

e Liquidity

¢ Non-GAAP Financial Measures Definitio

»  Significant Accounting Policies and Critical Estites

* Issued but not yet Effective Accounting Stand

e Forwardtooking Informatiot

Business Overview

Our Business

Hillshire Brands is a manufacturer and marketdrigh-quality, brand name food products. Sales d@reipally in the United States, where it
is a leader in branded, convenient foods for tkelrand foodservice markets. In the retail chantied company sells a variety of packaged
meat products that include hot dogs, corn dogskiast sandwiches, sausages, lunchmeats and jeskglhas a variety of frozen baked
products and specialty items including cakes amdsbcakes. These products are sold primarily terswgrkets, warehouse clubs and nati
chains. The company also sells a variety of medtakery products to foodservice customers.

The company's portfolio of brands includizsmy Dean, Ball Park, Hillshire Farm, Sate Fair, Sara Lee frozen bakery an€hef Pierre, as
well as artisanal brandsdells, Gallo Salame andGolden Island .

Strateqy
The company is focused on delivering long-term galteation through strengthening the core of iirn®ss through brand building and

innovation; leveraging its heritage brand equiteesxtend into new adjacent categories; fuelinguwgindoy driving operating efficiencies; and
evaluating opportunities to acquire on-trend brahds align with its strategy for value creation.

Summary of Results

The business highlights include the following:

* Net sales for the third quarter of 2014 were $9%6an, which was $31 million, or 3.4%, higher théme prior year. Th
increase in sales was driven by favorable mix amng actions taken to offset input cost inflatievhich were partially offset
by a decline in volume.

* Reported operating income for the third quaofe2014 was $76 million, which was $11 million, 8.3%, higher than the prior
year. This was mainly driven by pricing action®ftset input cost inflation and decreased SG&A so8tjusted operatin
income, which increased $25 million, or 34.8%, wesen by decreased SG&A spending partially offsehigher input costs.

< Diluted earnings per share from continuing opiers for the third quarter was $0.34 in 2013 a@#i® The benefit of higher
operating income in 2014 was partially offset bgame tax expense versus the prior year. Adjustetliefreased from $0.35
2013 to $0.46 in 2014 due to the increase in opgyaicome. Average diluted shares outstanding meedavirtually unchanged
on a year-over-year basis at 124 million.

e Total cash flow from operating activities improviedm a source of cash of $182 million in the fingte months of 2013 to $2
million for the first nine months of 2014. The masginificant driver of the change was improved wwogkcapital management,
specifically in inventory and favorable accruediidies changes.
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Consolidated Results — Third Quarter 2014 Compareavith Third Quarter 2013

The following table summarizes net sales and opeyatticome for the third quarter of 2014 and 2048 aertain items that affected the
comparability of these amounts:

Quarter Ended

Total Company Performance (In millions) March 29, 2014  March 30, 2013 Change Eﬁﬁfg?é

Net sales $ 95t $ 924 $ 31 3.4%
Operating income $ 7€ % 65 $ 11 18.2%
Less: Impact of significant items on operating imeo (22) (7) (X))

Adjusted operating income $ 97 $ 72 3 25 34.8%
Net Sales

Net sales increased by $31 million, or 3.4%, dugricing actions taken to offset input cost infletiand a favorable shift in sales mix partii
offset by a decrease in volume. Volumes for thetguaecreased 3.2% primarily due to pricing takgéthin the quarter and lower commod
meat sales.

The components of the percentage change in net aaleompared to the prior year are as follows:

Net Sales
Third quarter 2014 Volumes + Price/Mix + Acquisitions = Change
Net sales changes 3.292% 6.2% 0.4% 3.4%

Operating Income

Operating income increased by $11 million, or 18.8%ven primarily by pricing to offset input casiflation and decreased SG&A costs.
Adjusted operating income, which increased $25iomilor 34.8%, was also positively affected by imgcand decreased expenses partially
offset by unfavorable input costs.

Gross Margin

Gross margin dollars in the third quarter of 20deréased $9 million over the prior year due toipg@nd a favorable shift in sales mix
partially offset by higher input costs. The grossrgin percent of 29.4% was flat to the third quaotdast year as pricing and favorable mi
2014 offset the impact of higher input costs.

Slling, General and Administrative Expenses

Quarter Ended

Percent
(In millions) March 29, 2014 March 30, 2013 Change Change
SG&A expenses in the business segment results:
Media advertising and promotion $ 40 % 39 % 1 2.2%
Other 141 14¢ (7) 5.1)%
Total business segments 181 187 (6) (3.5%
General corporate 17 16 1 9.7%
Net mark-to-market derivative losses — 1 Q) NM
Amortization of identifiable intangibles 2 1 1 30.2%
Total SG&A Expenses $ 20C ¢ 208 ¢ (5) (2.9%

Selling, general and administrative expenses dsecehy $5 million, or 2.7%. Measured as a perckséles, SG&A expenses declined to
20.9% in 2014 from 22.2% in 2013. SG&A expensethabusiness segments decreased by $6 millionsé6,3rimarily driven by favorable
distribution costs and focus on cost reductionatiites. General SG&A corporate expenses were Hibmhigher in 2014 primarily due to
increased restructuring costs.
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Exit Activities and Other Sgnificant Items

The reported results for the third quarter of 2@hd 2013 reflect amounts recognized for actionsdated with the company’s ongoing
business improvement and cost reduction program®#rer exit and disposal actions. The amountsrtegdor exit activities, asset and
business dispositions were $5 million in the thedarter of 2014 versus $1 million in the third geaof 2013. As discussed in Note 6 - “Exit,
Disposal and Other Restructuring Activities,” theges in 2014 relate to severance costs whilettagges in 2013 are primarily for lease
exit costs.

Net Interest Expense
Net interest expense of $10 million in the thircafar of 2014 was $1 milliolower than the third quarter of the prior year.

Income Tax Expense
Note 9- "Income Taxes" provides a detailed explanatiothefdetermination of the interim tax provision eTiollowing table sets out the tax
expense and the effective tax rate for the comfraamy continuing operations:

Third Quarter

(In millions) 2014 2013
Continuing operations

Income before income taxes $ 66 $ 54
Income tax expense 24 12
Effective tax rate 36.2% 22.2%

In the third quarter of 2014, the company recoghizex expense of $24 million on pretax income fraontinuing operations of $66 million,
or an effective tax rate of 36.3%. The tax expenskrelated effective tax rate on continuing openatwere impacted by recognizing $2
million of tax expense from discrete tax itemsppatily related to the adjustment of prior year paavision estimates.

In the third quarter of 2013, the company recoghizex expense of $12 million on pretax income fraontinuing operations of $54 million,
or an effective tax rate of 22.3%. The tax experskrelated effective tax rate on continuing openatwere impacted by recognizing $4
million of discrete items related to the following:

*  $ million of tax benefit related to adjustmentgpabr year tax provision estima

* %1 million of tax benefit related to tax law chan

Income from Continuing Operations and Diluted Earnings per Share (EPS)

Income from continuing operations in the third qeaof 2014 was $42 million as compared to $42iarilin the prior year. Increased input
costs and tax expense in 2014 were offset by iserbaet sales and decreased SG&A costs.

Diluted EPS from continuing operations was $0.3thathird quarter of 2013 and 2014. Adjusted BR8ch excludes the impact of
significant items, increased from $0.35 in 201%$®046 in 2014 primarily due to decreased SG&A costs

Discontinued Operations

Net income from discontinued operations for thedtigjuarter was $51 million lower than the compaggi@riod of the prior year. The rest
from 2013 related mainly to the Australian bakepg@tions, which were disposed of in February 2&E& Note 5 — “Discontinued
Operations " for additional information.

Net Income and Diluted Earnings per Share (EPS)

In the third quarter of 2014, the company reportetincome of $42 million versus $93 million in tbemparable period of the prior year. 1
decrease is due to income from discontinued omeratiecognized in the third quarter of 2013.

Diluted EPS was $0.34 in the third quarter of 28@84ompared to $0.ffer sharén the third quarter of 2013. Average shares onthtay
during the third quarter of 2014 were consisterthwaiverage outstanding shares in the third quaft2013.
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Consolidated Results — First Nine Months of 2014 @apared with First Nine Months of 2013

The following table summarizes net sales and opeyatticome for the first nine months of 2014 and2@nd certain items that affected the
comparability of these amounts:

Nine Months Ended

Total Company Performanceén millions) March 29, 2014 March 30, 2013 Change gﬁg:negnet

Net sales $ 3,021 % 2,95¢ $ 63 2.1%
Operating income $ 247 $ 24¢  $ @) (0.5%
Less: Impact of significant items on operating imeo (65) (52 (13

Adjusted operating income $ 312 % 30C $ 12 3.2%
Net Sales

Net sales increased 1$63 million, or 2.1% driven by favorable mix and pricing actions takerffset input cost inflation which were
partially offset by a decline in volume and lowenmmodity meat sales.
The components of the percentage change in net aaleompared to the prior year are as follows:

Net Sales
First Nine Months of 2014 Volumes + Price/Mix + Acquisitions = Change
Net sales changes (2.29% 4.(% 0.2% 2.1%

Operating Income

Operating incomeecreased by $1 million primarily driven by unfaable input costs which were not fully offset bygimg actions and the
benefit of favorable mixAdjusted operating incom, which increased $12 million, or 3.9%, was puslii affected by decreased SG&A costs
which were partially offset bynfavorable input costs.

Gross Margin

Gross margin dollars in the first nine months of28ecreased $27 millioover the prior year due to higher input costs, Whigre only
partially offset by pricing and a favorable shiftsales mix. The gross margin percent decreaseu3th4% in the first nine months of 201:
28.8% in the first nine months of 2014 primarilyedio the impact of higher input costs.

Sdlling, General and Administrative Expenses

Nine Months Ended

Percent
(In millions) March 29, 2014 March 30, 2013 Change Change
SG&A expenses in the business segment results:
Media advertising and promotion $ 115 ¢ 127 ¢ (14) (10.%
Other 432 441 9) (2.00%
Total business segments 54t 56¢ (23) (4.0%
General corporate 62 70 (8) (10.9%
Net mark-to-market derivative (gains) losses 2 1 ©)] NM
Amortization of identifiable intangibles 4 3 1 22.5%
Total SG&A Expenses $ 60¢ $ 64z $ (33 (5.2)%

Selling, general and administrative expenses deetehy $33 millionpr 5.1%. Measured as a percent of sales, SG&A expensdigettc
yearover-year from 21.7% to 20.2%. SG&A expenses inlitisiness segments decreased $23 million, or 40farily driven by timing,
spending efficiencies in MAP, and focus on cost agement. General corporate SG&A

expenses were $8 million lower in 2014 reflectimgense timing, cost actions, and cost favorability.

Exit Activities and Other Sgnificant Items

The reported results for the first nine months@f£2and 2013 reflect amounts recognized for actimssciated with the company’s ongoing
business improvement and cost reduction prograno#ret exit and disposal actions. The amounts tegdor exit activities, asset and
business dispositions wecharges o$15 million in the first nine months of 2014 versimarges of $7 million in the first nine months26f13.
As discussed in Note 6 - “Exit, Disposal and OtRestructuring Activities,” the charges in 2014 telto employee severance costs while the
charges in 2013 were primarily lease terminatiost€aet of gains related to the disposition of nfiacturing facilities that had been held for
sale.
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Net Interest Expense
Net interest expense was $30 million in the fitsermonths of 2013 and 201

Income Tax Expense
Note 9- "Income Taxes" provides a detailed explanatiothefdetermination of the interim tax provision eTiollowing table sets out the tax
expense and the effective tax rate for the comfraamy continuing operations:

Nine Months Ended

(In millions) 2014 2013
Continuing operations

Income before income taxes $ 217  $ 21¢
Income tax expense 32 69
Effective tax rate 14.7% 31.7%

In the first nine months of 2014, the company redoed tax expense of $32 million on pretax inconeenf continuing operations of $217
million, or an effective tax rate of 14.7%. The &pense and related effective tax rate on com@aperations was determined by applyir
34.5%estimated annual effgive tax rate to pretax earnings, and then reaggi$43 million of discrete tax items. The diser&x items
relate to the following:

*  $5 million of tax benefit from the release of auation allowance on state deferred tax a

*  $2 million of tax expense related to adjustmentpradr year tax provision estima

In the first nine months of 2013, the company redoed tax expense of $69 million on pretax inconoenf continuing operations of $218
million, or an effective tax rate of 31.7%. The &pense and related effective tax rate on com@aperations was determined by applyir
33.9% estimated annual effective tax rate to pretarings and recognizing $4 million of discre&eris. The discrete tax items relate to the
following:

*  $ million of tax benefit related to adjustmentgpabr year tax provision estima

* %1 million of tax benefit related to tax law chan

Income from Continuing Operations and Diluted Earnings per Share (EPS)

Income from continuing operations in the first nmenths of 2014 was $185 million as compared t®$h4lion in the prior year. Th836
million increase irearnings was primarily due to increased net sdleseased tax expense and lower SG&A costs whict paatially offset
by increased input costs.

Diluted EPS from continuing operations increasedf$1.21 in the first nine months of 2013 to $liréhe first nine months of 2014 due to
the increase in income from continuing operatiooied above. Adjusted EPS, which excludes the implgignificant items, increased from
$1.46 in 2013 to $1.47 in 2014. Diluted EPS in 204 negatively impacted by higher average sharestamding. The average diluted shi
outstanding increased from 123 million in 2013 2@ illion in 2014 due to the increased dilutivepaat of stock options and additional
restricted stock units granted during the year.

Discontinued Operations
Income from discontinued operations — Discontinapdrations reported $1 million of income in theffinine months of 2014, versd$3
million in 2013. The results from 2013 relate mainly toAlustralian bakery operations, which were dispasfeid February 2013.

Gain on sale of discontinued operations — In tte fiine months of 2013 the company recognizedandittion gain related to the final
purchase adjustment for the North American fredtebaoperation and the sale of manufacturing féedirelated to the North American
foodservice beverage operations.

Net Income and Diluted Earnings per Share (EPS)

For the first nine months of 2014, the company reggbnet income of $186 million versus net incorh&211 million for the comparable
period of the prior year. The $25 million, or 11.88&crease in net income was primarily driven byrelased income from discontinued
operations in 2014 partially offset by decreasedine tax expense.

Diluted EPS were $1.50 in the first nine month2@14 as compared to $1.72 per share in the fingt months of 2013. Diluted EPS were
impacted by higher average shares outstandingglthifirst nine months of 2014 due to the incrdatiutive impact of stock options and
additional restricted stock units granted during year.
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Operating Results by Business Segment
Net sales and income before income taxes by busseggment for 2014 and 2013 are as follc

Net Sales
Quarter Ended Nine Months Ended
(In millions) March 29, 2014 March 30, 2013 March 29, 2014 March 30, 2013
Retail $ 712 $ 69z $ 2,22¢ % 2,18¢
Foodservice/Other 24z 23z 79t 77C
Total net sales $ 95t $ 924 $ 3,021 % 2,95¢

Income from Continuing Operations Before Incomeégax

Quarter Ended Nine Months Ended

(In millions) March 29, 2014 March 30, 2013 March 29, 2014 March 30, 2013
Retall $ 92 % 7€ $ 267 $ 272
Foodservice/Other 10 9 66 62

Total operating segment income 10z 85 338 334
General corporate expense 4 (12) (29 (32
Mark-to-market derivative gains 1 — 6 1
Amortization of intangibles 2 Q) 4) ©)]
Significant items (22) @) (65) (52

Total operating income 76 65 247 24¢
Net interest expense (20 (12) (30) (30
Income from continuing operations before incometax $ 66 $ 54 % 217 % 21¢

The following tables illustrate the componentstaf thange in net sales versus the prior year fdr basiness segment and the total comg

Net Sales
Third quarter 2014 Volumes + Price/Mix + Acquisitions = Change
Net Sales Changes
Retail (2.7% 5.4% 0.5% 3.2%
Foodservice/Other (4.2)% 8.1% —% 4.C%
Total (3.2% 6.2% 0.4% 3.4%
Net Sales
First Nine Months of 2014 Volumes + Price/Mix + Acquisitions = Change
Net Sales Changes
Retail 1.9% 3.(% 0.4% 1.7%
Foodservice/Other (3.9% 6.5% —% 3.2%
Total (2.2% 4.C% 0.2% 2.1%

The following tables summarize the net sales amdfaiing segment income for each of the businesaaets for 2014 and 2013 :

Retail
Quarter ended Nine Months Ended
March 29, March 30, Percent March 29, March 30, Percent
(In millions) 2014 2013 Change Change 2014 2013 Change Change
Net Sales $ 71 % 69z $ 21 32% $ 222¢ $ 2,18 $ 38 1.7%
Operating segment income$ 92 9 76 3 16 19.% $ 267 $ 27z $ (5) (1.99%
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Third Quarter -

Net sales increased versus the prior year as granid a favorable shift in sales mix was partiaffget by declines in volume. Volun
increases fodimmy Dean breakfast sandwiches aAitlells were offset by volume declines for Ball Park hogglodeli meats and frozen sweet
goods.

Operating segment income increased by $16 milbori9.9%, due to the impact of pricing, favorable&,mand cost actions partially offset by
higher input costs and declines in volumes.

First Nine Months -

Net sales increased slightly versus the prior gsagpricing and a favorable shift in sales mix wagially offset by declines in volum
Volume increases falimmy Dean breakfast sandwiches aAddellswere offset by volume declines for Ball Park hogsiodeli meats and
frozen sweet goods.

Operating segment income decreased by $5 milliot,8%, due to pricing, favorable mix, and costart being more than offset by higher
input costs and decreased volumes.

Foodservice/Other
Quarter ended Nine Months Ended
March 29, March 30, Percent March 29, March 30, Percent
(In millions) 2014 2013 Change Change 2014 2013 Change Change
Net sales $ 242 % 23z % 10 40% $ 795 % 77C % 25 3.2%
Operating segment income $ 10 $ 9 % 1 9.6% $ 66 $ 62 % 4 5.6%

Third Quarter -

Net sales increased 4.0% versus the prior yeari@agand favorable sales mix were partially offisg decreased volumes. Overall volu
decreased 4.1% primarily driven by decreased contynottat sales as a result of improved interndization. Volume was flat to prior year
excluding commodity meat sales.

Operating segment income increased $1 million,.6%® driven primarily by pricing and favorable mviiich was partially offset by
increased input costs and lower volume.

First Nine Months -

Net sales increased by $25 million, or 3.2% dugricing and favorable sales mix which were paialifset by a decrease in volume. Ove
volume decreased 3.3% primarily driven by decreasatmodity meat sales as a result of improved matieutilization. Volume, excluding
commodity meat sales, decreased 1.1%.

Operating segment income increased $4 million,.6%& driven primarily by pricing, favorable mix aedpense timing which was partially
offset by increased input costs and lower volume.

Financial Condition
The Consolidated Statement of Cash Flows for tis¢ fine months of 2014 and 2013 includes amowtdsed to discontinued operations.
Note 5— “Discontinued Operations” for additional inforrizat.

Cash received from Operating Activities
The cash from operating activities generated byicoimg and discontinued operations is summarinetthé following table:

Nine Months Ended

(In millions) March 29, 201 March 30, 201

Cash from Operating Activities:
Continuing Operations $ 231 % 17z
Discontinued Operations 1 10
Total $ 23z % 182

The cash from operating activities increased by ®80on versus the prior year. The most significdriver of the change was improved
working capital management, specifically in invagtand favorable accrued liabilities changes. Disicmed operations related to the
Australian bakery operations generated $1 milliboash in 2014 and $10 million of cash in 2013.
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Cash used in Investing Activities

The cash used in investing activities was $313ionilin 2014 as compared to a use of cash of $7amilh 2013. The year-over-year change
was primarily due to a net $173 million increasé¢hia cash used to invest in short-term commereipkpand corporate note investments and
$35 million used for the acquisition of o@plden Island jerky business.

Cash (used in) received from Financing Activities

Net cash used in financing activities in 2014 wa8@million versus cash proceeds of $6 millionhia prior year. The ye-over-year change
was primarily due to a decrease in stock issuaotapproximately $34 million, a $27 million incream dividend payments and $30 million
of purchases of common stock.

Liquidity

Cash and Equivalents

The company had cash and cash equivalents, dedsb@yhly liquid investments with a maturity ofélermonths or less at the time of
purchase, on the balance sheet at March 29, 20$21&f million. The decrease of $181 million frone thalance at June 29, 2013 was
primarily due to the shift to short-term investrsewith a maturity of greater than three monthayel as the acquisition of th@olden Island
jerky business

Credit Facility and Credit Ratings

The company has a $750 million credit facility teapires in June 2017. The credit facility has anual fee of 0.15% as of March 29, 2014
and pricing under this facility is based on the pamy’s current credit rating. At March 29, 2014 tompany did not have any borrowings
outstanding under this facility, but it did havepagximately $3 million of letters of credit outstiing under this credit facility at an annual
interest rate of 1.1%. The facility does not matréerminate upon a credit rating downgrade. lditiah, in the first quarter of 2014, the
company entered into a $65 million uncommittedtbiial letter of credit facility agreement. Undee tierms of the agreement, there is no
annual fee for the facility and the company is eabfo an annual interest rate of 0.85% on isstganass of March 29, 2014, the company
letters of credit totaling $42 million outstandingder this facility.

The company’s debt agreements and credit facitityta@n certain financial covenants with which tleenpany is in compliance as of

March 29, 2014. One financial covenant includescuirement to maintain an interest coverage rdtimbless than 2.0 to 1.0. The interest
coverage ratio is based on the ratio of EBIT tosotidated net interest expense with consolidatell Egual to net income plus interest
expense, income tax expense, and extraordinargrerecurring non-cash charges and gains. For teléamonths ended March 29, 2014,
the company’s interest coverage ratio was 8.700 1.

The financial covenants also include a requirert@maintain a leverage ratio of not more than 8.5.0. The leverage ratio is based on the
ratio of consolidated total indebtedness to ansidfliconsolidated EBITDA. For the twelve monthseshilarch 29, 2014, the leverage ratio
was 2.1 to 1.0.

The company maintains investment grade creditgatby Standard & Poor’s, Moody'’s Investors Senand Fitch Ratings. The company's
ratings as of March 29, 2014 are shown in the thblew. These ratings remain unchanged from theique year end.

Senior
Unsecured Short-term
Obligations Borrowings Outlook
Standard & Poor’s BBB A-2 Stable
Moody’s Baa2 P-2 Stable
Fitch Ratings BBB F-2 Stable

Changes in the company’s credit ratings may reswhanges in the company’s borrowing costs. Thegany’s current short-term credit
rating allows it to participate in a commercial pamarket that has a number of potential invesiacsa historically high degree of liquidity.
A downgrade of the company’s short-term creditngtivould place the company in a commercial papeketahat would contain
significantly less market liquidity than it currgnbperates in with a rating of “A-2,” “P-2,” or “B.” This would reduce the amount of
commercial paper the company could issue and tt@isemmercial paper borrowing cost and would regjimmediate payment or the post
of collateral on the derivative instruments in lability positions in accordance with ISDA ruledee Note 7 - “Financial Instruments” for
more information. To the extent that the compamyerating requirements were to exceed its abiitigtue commercial paper following a
downgrade of its short-term credit rating, the camphas the ability to use our available credillitgdo satisfy operating requirements, if
necessary.
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Debt

The company'’s total long-term debt of $942 millmnMarch 29, 2014 changed slightly from the presigear end balance of $951 million.
The company’s total lonterm debt is due to be repaid as follows: nil ia temainder of 2014, $102 million in 2015, $400liorl in 2016, nil
in 2017, $1 million in 2018, $1 million in 2019 af438 million thereafter. Debt obligations are ectpd to be satisfied with cash on hand or
the issuance of new debt.

From time to time, the company opportunisticallyymapurchase or retire its outstanding debt thrazagh purchases and/or exchanges for

equity securities, in open market purchases, plyategotiated transactions or otherwise. Suchradyases or exchanges, if any, will depend
on prevailing market conditions, the company’silitjty requirements, contractual restrictions arfakeotfactors. The amounts involved could

be material.

The company'’s long-term debt is virtually all fixeate debt as of March 29, 2014 and June 29, ZX& company monitors the interest rate
environments in the geographic regions in whiapierates and modifies the components of its dettigtio as necessary to manage interest
rate and foreign currency risks.

Leases

The company has numerous operating leases for metihg facilities, warehouses, office space, elelsi machinery and equipment.
Operating lease obligations for continuing operaiare scheduled to be paid as follows: $5 miliiothe remainder of 2014, $18 million in
2015, $15 million in 2016, $11 million in 2017, $dllion in 2018, $10 million in 2019, and $84 nwlh thereafter. The company is
contingently liable for certain long-term leasesppoperty operated by others. These leased prepedlate to certain businesses that have
been sold. The company continues to be liablelf®rémaining terms of the leases on these propéntigne event that the owners of the
businesses are unable to satisfy the lease liabilite minimum annual rentals under these leageasafollows: $2 million in the remainder
2014, $8 million in 2015 and $1 million in 2016.

The company has various funding obligations anthoecontingent guaranty obligations that are oetli below.

Pension Plans

The funded status of the company’s defined bepefision plans is defined as the amount by whiclptbected benefit obligation exceeds
the plan assets. For continuing operations, thespheere 92% funded, or underfunded by $123 millasof the end of 2013. Further
information on the company’s pension plans is daethin Note 8 - "Pension and Other

Postretirement Benefit Plans." The company antiegaecognizing income of approximately $2 milliarcontinuing operations for its
defined benefit pension plans in 2014.

The company contributed approximately $3 milliorthie third quarter of 2014 to these defined bemefitsion plans. The company anticip
that it will make approximately $6 million to $8 iffon of cash contributions for the entire fiscalar. The exact amount of cash contributions
made to pension plans in any year is dependent apoamber of factors. As a result, actual fundm@014 may be materially different from
the current estimate. The Significant Accountingjdfes section and Note 16 — “Defined Benefit PendPlans,” that are included in the
company’s 2013 Annual Report on Form 10-K, provadmore complete description of the measurement daseimptions, funded status,
expected benefit payments and funding policiededlto these defined benefit plans.

The company participates in one multi-employer penplan that provides retirement benefits to deréanployees covered by collective
bargaining agreements (the MEPP). Participatingleyeps in the MEPP are jointly responsible for agn underfunding. The Pension
Protection Act of 2006 (PPA) imposes minimum furgdiequirements on pension plans. Meltivployer pension plans that fail to meet cel
funding standards (as defined by the PPA) are ocatagyl as being either in critical or endangeretust The MEPP was certified by its
actuary to be in critical status for the 2012 pfear; consequently, the trustees of the MEPP adaptehabilitation plan designed to improve
the plan's funding within a prescribed period ofdi The rehabilitation plan included increasesmpleyer contributions and reductions in
benefits. Unless otherwise agreed upon, any remein¢ to increase employer contributions will ndet&ffect until the current collective
bargaining agreements expire. However, a five parsgrcharge for the initial critical year (increwmgsto ten percent for subsequent years) is
imposed on contributions to the MEPP under theerurcollective bargaining agreement. Such surchamgeins in effect until the effective
date of an adopted collective bargaining agreeméitth includes modifications consistent with thbakilitation plan. Any surcharge
assessed on an employer will also be includedarc#iiculation of the compounded contribution rat@eases required under the rehabilite
plan. In addition, the failure of the MEPP to mietding improvement targets provided in its rehiédtion plan could result in the imposition
of an excise tax on contributing employers.
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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 withdrawal mass withdrawal, the twenygai
payment cap does not apply. This potential unfurpedsion liability also applies ratably to othentdbuting employers. Information
regarding underfunding is generally not providedptan administrators and trustees on a currenstzas when provided, is difficult to
independently validate. Any public information dahie relative to multi-employer pension plans rbaydated as well. In the event a
withdrawal or partial withdrawal was to occur wittspect to the MEPP, the impact to the companyisatwated financial statements could
be material. Withdrawal liability triggers couldclnde the company's decision to close a plant@dtbsolution of a collective bargaining u

The company's regularly scheduled contributiorthéoMEPP are expected to be approximately $2 millin2014, and totaled approximately
$1 million in 2013.

Restructuring Action Liabilities

The company has recognized amounts for variousucetating charges. At March 29, 2014, the compaany tecognized liabilities of
approximately $30 million that relate primarilyficture severance and other lease and contractyaigrgs. These amounts will be paid when
the obligation becomes due, and the company expesitmificant portion of these amounts will bedhaver the next twelve months.

Cost Savings Initiatives

In June 2012, the company announced that it expectdeliver $100 million of savings between 20h8 2015. At that time, initiatives to
deliver $65 million of savings had been identifidtie company subsequently identified the remaifisfy million of cost savings, as well as
approximately $45 million of additional savingsdhgh 2016. The cost savings are expected to resaitimproved revenue management,
supply chain and support processes. The compargcexid recognize cash charges of approximatelyndiion to $100 million between
2013 and 2016 related to these savings. Non-casiges may also be recognized as the initiativeggkemented. The company expects to
recognize approximately $50 million of cash charige®014 related to these new cost savings inieati When fully implemented, these
initiatives are expected to deliver ongoing anrazalings of $80 million. This amount includes thedfé expected from the closure of the
company's Florence, Alabama facility which was amuad on April 4, 2014.

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 resultarftracts entered into by the company, under whiehcompany agrees to indemnify a third
party against losses arising from a breach of sgrations and covenants related to such mattéitteas assets sold, the collectability of
receivables, specified environmental matters, |lehatigations assumed and certain tax matters. d¢h ehthese circumstances, payment by
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 claims.dditon, the company’s obligations under these agients may be limited in terms of time
and/or amount, and in some cases the company nvayréeourse against third parties for certain paymmade 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 anduoistances involved in each particular agreemestoHcally, payments made by the
company under these agreements have not had aahaté¥ct on the company’s business, financialditton or results of operations. The
company believes that if it were to incur a losauiy of these matters, such loss would not havatanmal 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 determinetlide the company’s contingent
liability on leases on property operated by otlzard the company’s guarantees of certain third-peht. These debt guarantees require the
company to make payments under specific debt agrargts in the event that the third parties defaulttheir debt obligations. The maximum
potential amount of future payments that the commanuld be required to make in the event that thieisé parties default on their debt
obligations is approximately $15 million. At theegent time, the company does not believe it isabtebthat any of these third parties will
default on the amount subject to guarantee.
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Challenges and Risks

As a consumer products company, we face certdia @rd challenges that impact our business anddiabperformance. The risks and
challenges described below have impacted our pedoce and are likely to impact our future resudtsvell.

The food and consumer products businesses areyhighipetitive, with an emphasis on product qualitppvation and value. In many
product categories, we compete not only with widedyertised branded products, but also with prilettel products that are generally soli
lower prices. As a result, from time to time, weynmeed to reduce the prices for some of our pradiactespond to competitive pressures.
Economic uncertainty may result in increased presgureduce the prices for some of our produirtst bur ability to increase or maintain
prices or lead to a continued shift toward privateel products. Any reduction in prices or our iifigbto increase prices when raw material
costs increase could negatively impact profit masgind the overall profitability of our reportingits, which could potentially trigger a
goodwill impairment.

Commodity prices directly impact our business beeaf their effect on the cost of raw materialsdusemake our products and the cost of
inputs to manufacture, package and ship our prediany of the commodities we use, including pbeef, poultry, packaging, energy,
cheese, fruit, seasoning blends, flour and sugas bBaperienced price volatility due to factors heyour control. The company’s objective is
to offset commodity price increases with pricingi@es over time and to offset any operating costéases with continuous improvement
savings. During the first nine months of fiscal 20@ommaodity costs, excluding mark-to-market denxeagains/losses, decreased over the
prior year. The company experienced material irgost inflation throughout the last quarter of 2@h@! first three quarters of fiscal 2014. -
company expects continued inflationary input ctistsughout the remainder of 2014.

Interest Rate and Commodity Risks

To mitigate the risk from interest rate and commpgrice fluctuations, the company may enter irsdaus hedging transactions that have
been authorized pursuant to the company's polésidsprocedures. The company does not use finainstaliments for trading purposes an
not a party to any leveraged derivatives.

Interest Rates—As of March 29, 2014, the compasyriwasignificant exposure to changing interestsrateour long-term debt because the
interest rates are fixed on virtually 100% of tlenpany’s long-term debt. Market risk for fixed-r&eg-term debt is estimated as the
potential decrease in fair value resulting fromypdthetical 10% increase in interest rates, whiolula result in a maximum potential
decrease in the fair value of debt of approximas&@ymillion. The underlying fair values of our loterm debt were estimated based on qu
market prices or on the current rates offered &tdvith similar maturities.

The company has interest rate risk associateditgiffension and post-retirement benefit obligati@@itsanges in interest rates impact the
liabilities associated with these benefit plansvalli as the amount of income or expense recogrfaethese plans.

Declines in the value of the plan assets couldmighithe funded status of the pension plans anehpiatly increase the requirements to make
cash contributions to these plans. See Note 1@fified Benefit Pension Plans" and Note 17 - "Ptstraent Health-Care and Lif@surance
Plans" in the company’s 2013 Annual Report for aiddal information.

Commodities - The company is a purchaser of cegammodities such as beef, pork, chicken, packading, seasoning blends, flour, corn,
corn syrup, soybean and corn oils, butter, suggrral gas and diesel fuel. We also raise turkegscantract with turkey growers to meet our
raw material requirements for whole birds and pssee turkey products. Our costs for turkey arectdteby the cost and supply of feed
grains, including corn and soybean meal. Commadéie subject to price risk due to factors sudtuatuations in the commodity market, |
availability of supply, severe weather, consumendustrial demand and changes in governmentalrdgrthational trade, alternative energy
and agricultural programs. Where possible, the @mattempts to reduce the market risk associatédtiese by entering into either
physical forward contracts or derivative instrunseiithe company has policies governing the hedgisggiments that can be used. In
circumstances where hedged commaodity derivativieuiments are used, there is a high correlation detvthe commodity costs and the
derivative instrument.

For commodity derivative instruments held, the campuses a sensitivity analysis technique to etaliee effect that a 10% change in the
underlying commodity price would have on the masiatie of the company's commodity derivative instemts. The impact is not significe
compared with the earnings and equity of the compan

Year ended
(In millions) Third quarter 2014 2013
Effect of a 10% change in Market Price:
Grains & Oilseeds $ 5 % 3
Energy 3 3
Other Commodities 1 2
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Non-GAAP Financial Measures Definitions

Non-GAAP Measures

The following is an explanation of the non-GAAPdirtial measures presented in this quarterly repditisted net sales

excludes from net sales the impact of businessgdhtive been exited or divested for all periodseméed. Adjusted operating

income excludes from operating income the impadsigfificant items recognized during the fiscalipgrand businesses exited or divested
for all periods presented. It also adjusts forithpact of an additional week in those fiscal yeheg include a 53rd week (fiscal 2010). Res

for businesses acquired are included from the afsequisition onward. Adjusted EPS excludes fralmteld EPS for continuing operations

the impact of significant items and the 53rd week.

Significant Items Affecting Comparability

The reported results for 2014 and 2013 reflect artsorecognized for restructuring actions and osligamificant amounts that impact
comparability.

Significant items are income or charges (and thead tax impact) that management believes havalsghificant impact on the earnings of
the applicable business segment or on the totapaosnfor the period in which the item is recognizaek not indicative of the company's ¢
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 the related insuranae/egies; merger and acquisition costs; tax
charges on deemed repatriated earnings; tax aodtisemefits resulting from the disposition of aibass; impact of tax law changes; changes
in tax valuation allowances; and favorable or unfable resolution of open tax matters based offitaézation of tax authority examinations
or the expiration of statutes of limitations.
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The impact of significant items on net income aitdteld earnings per share is summarized below:

Quarter ended March 29, 2014 Quarter ended March 30, 2013

Pretax Net Income Diluted EPS Pretax Net Income Diluted EPS
(In millions, except per share data) Impact (Loss)@ Impact) Impact (Loss)@ Impactq)
Continuing operations:
Total restructuring actions excluding accelerated
depreciation $ (16) $ (100 $ (0.0¢) $ 9 $ 5) % (0.05)
Accelerated depreciation 2 (D) (0.07) 3 2 (0.07)
Other significant items(*) 3 4 (0.02) 5 6 0.0t
Impact of significant items on income from contimgii
operations (22) (15) (0.12) @) (@D} (0.07)
Impact of significant items on income from
discontinued operations (**) — — — 59 47 0.3¢
Impact of significant items on net income (loss) $ 21 $ (15 $ (0.12) $ 52 $ 446 $ 0.37
Impact of significant items on income (loss) from
continuing operations before income taxes:
Cost of sales $ (2 $ 2)
Selling, general and administrative expenses (14) (©)]
Impairment charges — (D)
Exit and business dispositions (5) Q)
Total $ (22) $ )
Diluted earnings per share — continuing operations:
As reported $ 0.34 $ 0.34
Less: impact of significant items (0.12) (0.01
Adjusted earnings per share $ 0.4¢ $ 0.3t
Notes:

(1) EPS amounts are rounded to the nearest $0.01 apdohadd to the tot:
(2) Taxes computed at applicable statutory r
* Includes impact from adjustments to tax provisestimates and other costs.
** Includes gain on disposition of Australian Bajkdyusiness and impact of tax-related matters gmogdisions.
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Nine Months Ended March 29, 2014 Nine Months Ended March 30, 2013
Pretax Net Income Diluted EPS Pretax Net Income Diluted EPS
(In millions, except per share data) Impact (Loss)@ Impact) Impact (Loss)w@ Impactq)

Continuing operations:
Total restructuring actions excluding accelerated

depreciation $ (51) $ 32 $ (0.25) % 30 % 19 $ (0.1%)
Accelerated depreciation (12 @) (0.0€) (24) (15 (0.12)
Other significant items(*) 2 42 0.34 2 4 0.0z
Impact of significant items on income from contimgii

operations (65) 3 0.0z (52 (30 (0.25)
Impact of significant items on income from

discontinued operations (**) 2 1 0.01 61 53 0.4z
Impact of significant items on net income (loss) $ 63 $ 4 % 0.0 $ 9 $ 23 % 0.1¢
Impact of significant items on income (loss) from

continuing operations before income taxes:

Cost of sales $ (12) $ (6)

Selling, general and administrative expenses (39 (38)

Impairment charges — (D)

Exit and business dispositions (15 @)

Total $ (65) $ (52

Diluted earnings per share — continuing operations:

As reported $ 1.4¢ $ 1.21
Less: impact of significant items 0.0z (0.25)
Adjusted earnings per share $ 1.47 $ 1.4¢
Notes:

(1) EPS amounts are rounded to the nearest $0.01 apdohadd to the tot:
(2) Taxes computed at applicable statutory r
* Includes impact from tax settlements, tax valomtllowance adjustments and other costs.
** Includes impact from gain on disposition of Atedtan Bakery, Fresh Bakery, and North Americandssovice businesses and impax
tax-related matters on dispositions.

Significant Accounting Policies and Critical Estimdes

The company’s significant accounting policies asedssed in the Notes to the Consolidated Finastetements that are incorporated in the
2013 Annual Report on Form 10-K that is filed witle Securities and Exchange Commission. The aciomuptlicies and estimates that can
have a significant impact on the operating restiliancial position and footnote disclosures of tbenpany are described in the Financial
Review in the company’s 2013 Annual Report on Fao¥K.

Issued but not yet Effective Accounting Standards
A summary of new accounting pronouncements issugtdjot yet effective, which are relevant to thempions of the company are
summarized below.

Presentation of Unrecognized Tax Benefits - In July 2013, the Financial Accounting Standadsird (FASB) issued an accounting standard to
clarify the presentation of unrecognized tax beaefihen a net operating loss carryforward, a sintéla loss, or a tax credit carryforward
exists to address issues with diversity in pracfitee standard states that, with limited exceptitims unrecognized tax benefit should be
presented in the financial statements as a redutdia deferred tax asset. While the standardéstife for fiscal years beginning after
December 15, 2014, and interim periods within thassrs, the company has historically presented sudchmation in accordance with the
newly issued guidance. As such, there will be npaat to the financial statements as a result ofstheance of this amendment.
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Reporting Discontinued Operations and Disclosures of Disposals of Components of an Entity - In April 2014, the FASB issued an accounting
standard update that changes the requirementsgorting discontinued operations. The standarésthiat only those disposals of
components that represent a strategic shift thmbhavill have a major effect on an entity's opiersg and financial results can be reported as
discontinued operations in the financial statemerite amendment requires that the assets andtlebibf a disposal group that includes a
discontinued operation to be stated separatelydrstatement of financial position and also regua@ditional disclosures. The amendment is
prospectively effective for the company beginningtie first quarter of fiscal 2016. This amendniemtot expected to have a significant
impact on our consolidated results of operatioimscial position or cash flows.

Forward-Looking Information

This document contains forward-looking statemeeggrding Hillshire Brands' business prospects ahdéd financial results and metrics. In
addition, from time to time, in oral statements andten reports, the company discusses its exfientaregarding the company's future
performance by making forwatdeking statements preceded by terms such as "Valhticipates,” "intends," "expects," "likely" dbelieves.’
These forward-looking statements are based onrdlyravailable competitive, financial and economata and management's views and
assumptions regarding future events and are intignemcertain.

Investors must recognize that actual results migrdrom 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 Item 1A,Ristors in Hillshire Brands' most recent
Annual Report on Form 10-K and other SEC Filingswall as factors relating to:

*  The consumer marketplace, such as (i) intensgettion, including advertising, promotional anicp competition;
(i) changes in consumer behavior due to econownglitions, such as a shift in consumer demand twyedvate label;
(iii) fluctuations in raw material costs, Hillshigrands' ability to increase or maintain produdétgs in response to cost
fluctuations and the impact on profitability; (ithe impact of various food safety issues and reiguis on sales and profitabil
of Hillshire Brands products; and (v) inherent sisk the marketplace associated with product intions, including
uncertainties related to execution and trade andwoer acceptance;

« Hillshire Brands' relationship with its custoreesuch as (i) a significant change in Hillshirais' business with any of its
major customers, such as Wal-Mart, its largestarnst; and (i) credit and other business risks ciaged with customers
operating in a highly competitive retail environrtien

» Hillshire Brands' spin-off of its internationedffee and tea business in June 2012, includingrpiat 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' ah¢ ratings, the impact of Hillshire Brands' capjians on such credit ratings
and the impact these ratings and changes in thésgs may have on Hillshire Brands' cost to borfomds and access to
capital/debt markets; and (iii) the settlement ofuaber of ongoing reviews of Hillshire Brands'anee tax filing positions and
inherent uncertainties related to the interpretatibtax regulations in the jurisdictions in whiklillshire Brands transacts
business.

In addition, Hillshire Brands' results may alsodfected by general factors, such as economic tondj political developments, interest and

inflation rates, accounting standards, taxes and End regulations in markets where the companypet®s. Hillshire Brands undertakes no
obligation to publicly update any forward-lookingtements, whether as a result of new informafigtuyre events or otherwise.
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIA L INFORMATION

On July 1, 2014, Tyson Foods, Inc., a Delawaremaon (“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 Hajdiwill acquire Hillshire and its
subsidiaries for a price of $63.00 per share imc@ke alleash transaction is valued at approximately $8l@hj including the assumption
Hillshire's net debt and breakage fees. The Mehgeeement contains representations, warrantiecanenants of the parties customary for
transactions of this type

Concurrently, and in connection with entering itite Merger Agreement, Tyson entered into a fulljnodtted 364-day unsecured bridge
facility from Morgan Stanley Senior Funding, Ing.P. Morgan Securities LLC and JPMorgan Chase Bdrk, Tyson also entered into a
senior unsecured term loan facility with the saamelers. The committed facilities, together withhcas hand, will be available to fund the
Hillshire acquisition, including the payment ofatdd fees and expenses. Permanent funding is exbiecinclude a mix of term loans, senior
notes issuance, common stock issuance, tangiblgyemit issuance and cash on hand.

The following unaudited pro forma condensed codstdéid financial information is based on the his@lrconsolidated financial information
of Tyson and Hillshire and has been prepared tegethe proposed Hillshire acquisition and reldtadncing transactions. For purposes of
the pro forma financial information, we have assdrie acquisition financing will consist of: (a),%20 million aggregate principal amount
of term loans; (b) $3,250 million aggregate priatipmount of senior notes; (c) $949 million isste@otcommon stock; (d) $1,500 million
issuance of tangible equity units, consisting g280 million of prepaid stock purchase contracts $220 million of senior amortizing notes;
and (e) $314 million cash on hand. The final sticestand terms of the acquisition financing willdudbject to market conditions and may
change materially from the assumptions used iptbdorma information. See "Notes to Unaudited Pooma Condensed Consolidated
Financial Information" below.

The unaudited pro forma condensed consolidateddiabinformation is provided for informational pases only. The unaudited pro forma
condensed consolidated statements of income ameecessarily indicative of operating results thatld have been achieved had the
acquisition been completed as of September 30, g0&Rday of the most recently completed fiscahy) and does not intend to project the
future financial results of Tyson after the Hillshacquisition. The unaudited pro forma condensedalidated balance sheet does not pul
to reflect what Tyson'’s financial condition wouldwe been had the transactions closed on March029, @atest interim balance sheet date)
or for any future or historical period. The unaedipro forma condensed consolidated statementgofrie and balance sheet are based on
certain assumptions, described in the accompamgaigs, which management believes are reasonabldoandt reflect the cost of any
integration activities or the benefits from thelsfiire acquisition and synergies that may be ddrfuem any integration activities.

Tyson’s fiscal year ends in September, while Hiflsls fiscal year ends in June. The unaudited cogeé consolidated balance sheet
combines the unaudited condensed consolidateddzatdreet of Tyson as of March 29, 2014, and thaditead condensed consolidated
balance sheet of Hillshire as of March 29, 2014 filil-year unaudited pro forma condensed constdiiatatement of income for the year
ended September 28, 2013, combines the auditedlatated statement of income for Tyson for thedigear ended September 28, 2013
the audited consolidated statement of income d§hlike for the fiscal year ended June 29, 2013. drreudited pro forma condensed
consolidated statement of income for the six moetided March 29, 2014 combines the unaudited caederonsolidated statement of
income of Tyson for the six months ended March22d,4 and Hillshire’s unaudited condensed consditlatatement of income for the six
months ended March 29, 2014. The unaudited condewesolidated statement of income of Hillshiretfer six months ended March 29,
2014 was determined by subtracting Hillshire’s ufitad condensed consolidated statement of incominéothree months ended September
28, 2013 (its first quarter of fiscal 2014) fronethnaudited condensed consolidated statement@ii@dor the nine months ended March 29,
2014. Sales of $984 million and net income of $28ian related to Hillshire's first fiscal quartended September 28, 2013, are not included
in the pro forma information.
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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 and for the year ended June 29, 20high are included in
Exhibit 99.1 contained herein;

* unaudited condensed consolidated financial stags of Tyson as of and for the six months endatcM29, 2014, which
are included in Tyson'’s Quarterly Report on Forml6or the quarter ended March 29, 2014, as filgd the SEC; and

» unaudited condensed consolidated financial stamgs of Hillshire as of and for the nine monthdeshMarch 29, 2014,
which are included in Exhibit 99.2 contained herein
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Unaudited Pro Forma Condensed Consolidated Balancgheet
As of March 29, 2014

(in millions)
Pro Forma
Tyson Hillshire
Adjustments Pro Forma
Historical Historical
Assets
Current Assets
Cash and cash equivalents $ 43¢ $ 21¢  $ B19©® $ 343
Accounts receivable, net 1,54¢ 20t — 1,75:
Inventories 2,96¢ 30C 45 @ 3,31:
Other current assets 23C 374 13¢ ® 745
Total Current Assets 5,18¢ 1,09¢ (130 6,152
Net Property, Plant and Equipment 4,10¢ 814 445 @ 5,36¢
Goodwill 1,92¢ 371 4,10z ® 6,39¢
Intangible Assets 15€ 134 5,057 © 5,34
Other Assets 51€ 114 a9 ™ 611
Total Assets $ 11,88¢ $ 2,531 % 9,45¢ $ 23,87
Liabilities and Shareholders' Equity
Current Liabilities
Current debt $ 52 $ 10z $ 26z ® % 41€
Accounts payable 1,42¢ 30¢€ — 1,73t
Other current liabilities 1,024 32¢ (63) @ 1,28¢
Total Current Liabilities 2,50¢ 731 19¢ 3,43t
Long-Term Debt 1,88¢ 84C 5731 © 8,46¢
Deferred Income Taxes 444 — 2,032 @0 2,47¢
Other Liabilities 58t 35¢ — 944
Commitments and Contingencies
Shareholders' Equity
Common Stock
Class A 32 1 1 @ 34
Class B 7 — — 7
Capital in excess of par value 2,181 18¢ 1,97 @ 4,33¢
Retained earnings 5,401 603 (674 @ 5,33¢
Accumulated other comprehensive loss (103 (140 14C @ (103
Unearned stock of ESOP — (51 51 @ —
Treasury stock, at cost (1,08¢) — — (1,08¢)
Total Registrant Shareholders' Equity 6,43¢ 601 1,48¢ 8,52¢
Noncontrolling Interests 28 — — 28
Total Shareholders' Equity 6,46¢ 601 1,48¢ 8,55:
Total Liabilities and Shareholders' Equity $ 11,88¢ $ 2531 % 9,45¢ $ 23,87
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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 $ 392 $ (63) " ¢ 38,23
Cost of Sales 32,01¢ 2,75¢ 16€ @9 34,94(
Gross Profit 2,35¢ 1,162 (229) 3,291
Selling, General and Administrative 98¢ 86t (200) @4 1,64¢
Operating Income 1,37t 297 (29 1,64:
Other (Income) Expense

Interest Income @) @) — 14

Interest Expense 14E 48 177 @ 37C

Other, net (20 — — (20
Total Other (Income) Expense 11¢ 41 177 33€
Income from Continuing Operations before IncomeéeBax 1,257 25€ (20€) 1,307
Income Tax Expense 40¢ 72 (78) WO 402
Income from Continuing Operations 84¢ 184 (128 904
Less: Net Income (Loss) Attributable to Noncontral
Interests
Net Income from Continuing Operations
Attributable to Registrant $ 84¢ $ 184 % (128) $ 904
Weighted Average Shares Outstanding:

Class A Basic 282 56 @0 33¢

Class B Basic 70 70

Diluted 367 62 @O 42¢
Net Income per Share from Continuing Operations

Class A Basic $ 2.4¢ $ 2.2¢

Class B Basic $ 2.22 $ 2.07

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

Tyson Hillshire
Pro Forma
Historical Historical
Adjustments Pro Forma
March 29, 2014  March 29, 2014
Sales $ 17,79: $ 2037 $ (39 @ ¢ 19,79:
Cost of Sales 16,45% 1,431 77 @9 17,96
Gross Profit 1,33¢ 60¢€ (11%) 1,821
Selling, General and Administrative 562 414 (99) @ 87¢
Operating Income 773 192 (16) 94¢
Other (Income) Expense
Interest Income (5) (5) — (20
Interest Expense 53 24 86 @1© 165
Other, net 1 — — 1
Total Other (Income) Expense 49 19 86 154
Income from Continuing Operations before Incomeéekax 724 17z (102 79t
Income Tax Expense 262 17 (39 @O 24C
Income from Continuing Operations 462 15€ (63) 55k
Less: Net Income (Loss) Attributable to Noncontral
Interests
®) — — ®)
Net Income from Continuing Operations
Attributable to Registrant
$ 467 $ 15¢ $ (63 $ 56C
Weighted Average Shares Outstanding:
Class A Basic 272 56 (9 32¢
Class B Basic 70 70
Diluted 35k 62 19 417
Net Income per Share from Continuing Operations
Class A Basic $ 1.4C $ 1.4:
Class B Basic $ 1.2¢ $ 1.31
Diluted $ 1.32 $ 1.34
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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 Mar@028 assumes the Hillshire acquisition was cotaglen that date. The unaudited pro
forma condensed consolidated statements of incoméé year ended September 28, 2013 and the sithsiended March 29, 2014, assume
the Hillshire acquisition was completed on Septen3e 2012.

Pro forma adjustments reflected in the unauditedi@ma condensed consolidated balance sheet seel lom items that are directly
attributable to the Hillshire acquisition and rel&financing that are factually supportable. Pronfo adjustments reflected in the unauditec
forma condensed consolidated statements of incoenbased on items directly attributable to the &itjon and related financing and are
factually supportable and expected to have a coiminimpact on Tyson.

The acquisition will be accounted for as a busimessbination. Accordingly, the assets acquired laiilities assumed are recorded base
their estimated fair values. The unaudited pro Booondensed 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 matel
effect on Tyson’s consolidated statements of inconmperiods 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 intends to pay in cash a purchase price ¢qu#83.00 per share, or $8,081, at closing to wamsate the Hillshire acquisition. In
addition, Tyson paid $163 in cash for breakagescosturred by Hillshire related to a previously posed acquisition, and will assume
Hillshire's net debt which totaled $621 as of J@8¢2014. Pro forma adjustments related to thenfiimay for the Hillshire acquisition have
been made in the unaudited pro forma condensedlkdaed balance sheet as of March 29, 2014 &g iHillshire acquisition had closed on
that date and in the unaudited pro forma condeosesolidated statements of income for the yeareegptember 28, 2013 and the six
months ended March 29, 2014 as if the financingstdgeen completed on September 30, 2012.

Financing Assumptions

Concurrently, and in connection with entering itite Merger Agreement, Tyson entered into a fulljnodtted 364-day unsecured bridge
facility from Morgan Stanley Senior Funding, Ing.P. Morgan Securities LLC and JPMorgan Chase Bdrk, Tyson also entered into a
senior unsecured term loan facility with the saamelers. The committed facilities, together withhcas hand, will be available to fund the
Hillshire acquisition, including the payment ofatdd fees and expenses. Notwithstanding the fanggéir purposes of the pro forma
financial information, Tyson has assumed the HitksiAcquisition financing will consist of:

a) anassumed $1,306 aggregate principal amouBiyeér floating rate term loans with an amortizZirage equal to 2.50% per
quarter and with an assumed interest rate of 1.60%;

b) an assumed $594 aggregate principal amounyeibfloating rate term loans with an amortiziragé equal to 2.50% per
quarter and with an assumed interest rate of 1.75%;

c) an assumed $600 aggregate principal amountyefbfloating rate term loans, with an assumeddésterate of 1.759

d) an assumed $3,250 aggregate principal amountid, and 3Qear fixed rate senior notes, with an assumeddstagdghtec
average interest rate of 3.91%;

e) an assumed $949 issuance of common stock, at amedoffering price of $39.54 per share (which thesclosing price ¢
Tyson’s common stock on The New York Stock Exchamgduly 25, 2014), which would result in the igstaof
approximately 24.0 million shares of common stass(iming no exercise of the underwriters’ optiopurchase additional
shares of common stock) and an increase in prodaveighted-average shares outstanding by such d@robshares;
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f) an assumed $1,500 issuance of tangible equitg,uassumed to be comprised of $1,280 of pregtaick purchase contracts
and $220 of senior amortizing notes. The prepaidkspurchase contracts are assumed to have aénefeprice” equal to
$39.54 per share (which was the closing price aofys common stock on The New York Stock Exchangéuy 25,
2014), such that the maximum number of shareslidsua the July 15, 2017 settlement date (whichldvbe subject to
postponement in certain limited circumstances) wdng approximately 37.9 million and an increasprinforma weighted-
average shares outstanding by such amount of sidresenior amortizing notes are assumed to hateted interest rate
of 1.5%.

The final structure and terms of the Hillshire asgion financing will be subject to market conditis and may change materially from the
assumptions described above. Changes in the agsusigescribed above would result in changes tmwarcomponents of the unaudited
forma condensed consolidated balance sheet, imguadish and cash equivalents, long-term debt aditiathl paid-in capital, and various
components of the unaudited pro forma condensesbtidated statements of income, including inteeggiense, earnings per share and
weighted-average shares outstanding. Depending tingomature of the changes, the impact on theqrod financial information could be
material.

« Each 0.125% increase (decrease) in each of theatep stated interest rates assumed above faethreloans, senior note
and senior amortizing notes would increase (deejga® forma interest expense by approximatelyo®itfe year ended
September 28, 2013 and approximately $3 for thenginths ended March 29, 2014, and would decreaseefise) pro
forma earnings per share (basic and diluted) b§1$per share for the year ended September 28,281 By less than $0.(
per share for the six months ended March 29, 2844ufming the principal balances and the pro foreighted-average
shares outstanding do not change from those assasngescribed herein);

» Each $100 increase (decrease) in the principal atrafithe term loans would increase (decreasejqrra interest expen:
by approximately $2 for the year ended Septembg2@83 and approximately $1 for the six months dridarch 29, 2014
and would decrease (increase) pro forma earningshaee (basic and diluted) by less than $0.0klbpare for the year end
September 28, 2013 and the six months ended M&,ch(A4 (assuming the stated interest rates otetheloans and the
pro forma weighted-average shares outstanding tiohamge from those assumed as described herein);

» Each $100 increase (decrease) in the principalat of the senior notes would increase (decrgasefprma interest
expense by approximately $4 for the year endedeBamtr 28, 2013 and approximately $2 for the six ti®ended March
29, 2014 and would decrease (increase) pro formrangg per share (basic and diluted) by approxim#t@.01 per share f
the year ended September 28, 2013 and by les$h@mh per share for the six months ended Marcl2@94 (assuming the
stated interest rates on the senior notes andrthfopna weighted-average shares outstanding doh@tge from those
assumed as described herein);

» Each $100 increase (decrease) in the amourmmfmon stock issued would increase (decrease) pnefaveighted average
shares outstanding by approximately 2.5 millionreh@nd would decrease (increase) pro forma eapiegshare (basic
and diluted) by approximately $0.01 per sharefieryear ended September 28, 2013 and the six mentlesl March 29,
2014 (assuming the offering price per share of comstock does not change from that assumed ashisddrerein);

e Each $1.00 increase (decrease) in the assumeihgffaice of the common stock of $39.54 per shefeich was the closir
price of Tyson’s common stock on The New York Stasichange on July 25, 2014), would, in the aggesgitcrease
(increase) pro forma weighted-average shares oudlisig. by approximately 0.6 million shares, and winkrease
(decrease) pro forma earnings per share (basidiartdd) by less than $0.01 for the year endede&eper 28, 2013 and the
six months ended March 29, 2014, respectively (assythe aggregate dollar amount of common stosked does not
change from that assumed as described herein);

» Each $100 increase (decrease) in the amouanhgftile equity units issued would increase (deeea forma interest
expense by approximately $0.2 for the year endgdeBeher 28, 2013 and approximately $0.1 for thergixths ended
March 29, 2014, would increase (decrease) pro famgighted-average shares outstanding by approxiyn2te million
shares, and would decrease (increase) pro fornmingarper share (basic and diluted) by approximai®l01 per share for
the year ended September 28, 2013 and the six mentted March 29, 2014, respectively (assumingttited interest rate
on the senior amortizing notes, the “referencegrfior the prepaid stock purchase contracts compuiomiethe tangible
equity units, and the ratio of the amount of thepaiid stock purchase contracts to the amount afeéh&r amortizing notes
do not change from that assumed as described herein
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e Each $1.00 increase (decrease) in the assuratmiénce price” of the prepaid stock purchase eotgrof $39.54 per share
(which was the closing price of Tyson’s common ktoo The New York Stock Exchange on July 25, 20t#)ld, in the
aggregate, decrease (increase) pro forma weighedge shares outstanding by approximately 0.9amihares, and
would increase (decrease) pro forma earnings eegbasic and diluted) by less than $0.01 foyt#e ended September
30, 2013 and the six months ended March 31, 2@bpectively (assuming the aggregate dollar amafritee prepaid stoc
purchase contract components of the tangible equitg to be issued do not change from those assaméescribed
herein).

At this time, Tyson has not completed detailed attin analyses to determine the fair values ofsHite’s assets and liabilities. Accordingly,
the unaudited pro forma condensed consolidateddiafinformation includes a preliminary fair valdetermination based on assumptions
and estimates that, while considered reasonableruhd circumstances, are subject to changes, wngghbe material. In addition, Tyson has
not yet performed the due diligence necessarydntify all of the adjustments required to conforitigtire’s accounting policies to Tyson’s
or to identify other items that could significanttgpact the fair value determination or the assimngtand adjustments made in the
preparation of this unaudited pro forma condensedalidated financial information. Upon completimidetailed valuation analyses, there
may be additional increases or decreases to tledet book values of the acquired assets anditiabjlincluding but not limited to
inventories, brands, trademarks, customer relatipssand other intangible assets, property, pladteguipment, and debt that could give rise
to future amounts of depreciation and amortizaéigpense and changes in related deferred taxearthaot reflected in the information
contained in this unaudited pro forma condensedalafated information. Accordingly, once the neeggvaluation analyses have been
performed and the final fair value determinatios baen completed, actual results may differ mdkgfrmm the information presented in this
unaudited pro forma condensed consolidated finhimd@mation. Additionally, the unaudited pro foancondensed consolidated statements
of income do not reflect the cost of any integnatietivities or benefits from the Hillshire acqtisn and synergies that may be derived from
any integration activities, both of which may hamaterial effect on Tyson’s consolidated resuitsperations in periods following the
completion of the Tyson 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 $8tchange in control related costs) $ 8,28
Historical net book value of Hillshire $ 601
Preliminary valuation adjustment to inventories 45
Preliminary valuation adjustment for other assets 51
Preliminary valuation adjustment for property, pland equipment 44~
Preliminary valuation adjustment to identifiabl¢aingible assets 5,057
Preliminary valuation adjustment to debt (29
Deferred and current tax impact of preliminary \aion adjustments (1,987)
Write-off of deferred financing fees of Hillshireggisting debt ©)]
Residual adjustment to goodwill created by the tess combination 4,10:
Total acquisition cost $ 8,28




EX 99.f

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

Sources of cash

Cash on hand $ 314
Term loans - 3 year (amortizing) 1,30¢
Term loans - 5 year (amortizing) 594
Term loans - 5 year 60C
Senior notes - 5, 10 and 30 year 3,25(
Common Equity 94¢
Tangible Equity Units (a) 1,50(
Total sources of cash $ 8,51t

Uses of cash

Fund Hillshire acquisition $ 8,081
Breakage cost 16<
Change in control cost 43
Other estimated transaction fees and expenses 22¢
Total uses of cash $ 8,51:

a) For purposes of the pro forma financial infotiorg the tangible equity units were assumed teistof $1,280 of prepaid

stock purchase contracts accounted for as equit$pa80 of senior amortizing notes accounted fateds.

HILLSHIRE ACQUISITION PRO FORMA ADJUSTMENTS

1) After consideration of the expected financirapsactions and related fees, Tyson estimatedl iisa $314 of cash on hand
to consummate the Hillshire Acquisition.

2) Reflects the adjustment of Hillshisehventory to its preliminary estimated fair va

3) Reflects a $51 reclass of Hillshire's equitydn amount owed to Hillshire from its ESOP thdt & collected upon the
ESOP's dissolution concurrent with the closinghef acquisition. Additionally, reflects the estinthtax benefit effect
totaling $151 for certain transaction related faed costs and a reduction of $63 for a reclassimént deferred tax liability
to current deferred tax asset as described in(@dte

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

5) Represents the incremental goodwill resultnognf purchase accounting after estimating the faue of the identifiable
assets acquired and liabilities assumed. See HifildAcquisition Transaction Summary” above.

6) For purposes of the preliminary fair value det@ation discussed in “Hillshire Acquisition Trattion Summary” above,
Tyson estimated the fair value of Hillshire’s idéiable intangible assets at $5,191 including agpmately $4,652 of brand
and trademark related intangibles and approxim&®88 of customer relationship intangibles représgran increase to tl
historical net book value of Hillshire’s intangildssets of $5,057. For purposes of determiningmental pro forma
amortization expense to be recorded in the unadigite forma condensed consolidated statementsofre, $4,363 of the
brand names were assumed to have an indefiniteb2®9 of the brand names were assumed to haveyaaQife to be
amortized on a straight-line basis, and the custoslationship intangible assets were assumedve haveighted average
life of approximately 16 years to be amortized aiealining basis based on economic benefit derbxet that period.

7) Represents the net impact of reversing $3 fefrdsd financing fees recorded on Hillshire's histl balance sheet for debt
instruments and recording $48 of estimated issuaosts to be incurred on the debt to be issuenhémée the transaction.
Additionally, $64 of Hillshire's non-current defed tax asset was reclassified to non-current defeax liability.
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8)

9)

10)

11)

12)

13)

14)

15)

16)

EX 99.f

Current debt adjustment represents amountseeghéo be due in the first year on the amortizergn loans and senior
amortizing note component of the tangible equititsut.ong-term debt reflects a $29 adjustment disHire’s long-term
debt to its preliminary estimated fair value anel dstimated incremental new debt Tyson expectscta ito finance the
Hillshire acquisition less the current portion. Tésimated balance of new Tyson debt consistseofatiowing component:
term loans of $2,500 ($190 shown as current debtjior notes of $3,250 and senior amortizing nco@sponent of tangibl
equity units of $220 ($72 shown as current del#g ‘Hillshire Acquisition Transaction Summarkinancing Assumption:
above for various assumptions made with respette@stimated balances of the new Tyson debt.

Reflects a reclassification of Tyson's net enrdeferred tax liability at March 29, 2014 to aghinst Hillshire's net current
deferred tax asset.

Income tax expense and deferred income taadtspn the pro forma condensed consolidated balaheet and condensed
consolidated statements of income as a resultr@hpise accounting have been estimated at Tysarasmental statutory
tax rate of 38%. Additionally, Deferred Income Taxecludes a reduction of $63 for a reclass ofentrdeferred tax
liability as described in note (7).

Reflects adjustments to remove Hillshire’¢dnisal equity accounts to record the acquisititd ¢otal of which is equal to
its net book value) and reclass $51 related t@aivable from Hillshire's ESOP as described in ri@jeAdditionally,
includes adjustments to reduce retained earningeflect the after tax effect of certain acquisitielated expenses as
described in notes contained herein, to reducdalapiexcess of par value for fees related totggasuance, and to incre:
common stock and capital in excess of par valu¢h@estimated net proceeds from the issuancerofrom stock and the
prepaid stock purchase contract component of thgihile equity units. See "Hillshire Acquisition Tisaction Summary -
Financing Assumptions" above for various assumptioade with respect to estimated proceeds fronssi@ance of
common stock and the prepaid stock purchase cammatponent of the tangible equity units.

Sales and Cost of Sales were adjusted toreimisales of $63 for the year ended Septemb&028, and $38 for the six
months ended March 29, 2014 between Tyson andhiiéls

Reflects the elimination of Cost of Salesifiercompany sales as described in note (12) ammdipistment to reclass
shipping and handling costs to Cost of Sales fretiirfg), General and Administrative expense of $ft%he year ended
September 28, 2013 and $123 for the six monthsdcektdech 29, 2014. The reclass of shipping and hagdiosts is to
conform Hillshire's policy election to record shipgp and handling costs in Selling, General and Adstiative expense to
Tyson's policy to record such costs in Cost of Sadaditionally, reflects a decrease in deprecragapense of $20 for the
year ended September 28, 2013 and $8 for the simthe@nded March 29, 2014 driven by an extensighehistorica
useful lives of Hillshire's property, plant and gauent, partially offset by the impact of fair valadjustments to their
respective book values.

Reflects adjustments to reclass shipping amdling costs from Selling, General and Administeaexpense to Cost of
Sales as described in note (13) and amortizatiomtangible assets as described in note (6) offébthe year ended
September 28, 2013 and $25 for the six months eltdedh 29, 2014. Additionally, reflects a decreaet&2 for the year
ended September 28, 2013 and $1 for the six mamitiesd March 29, 2014 for the changes in depreoiaipense
described in note (13) that are charged to SelBaperal and Administrative expense.

As described in notes herein, Tyson expedcisciar new debt to partially finance the Hillshaequisition. The pro forma

adjustments for the year ended September 28, 2td ghe six months ended March 29, 2014, refleaceimental interest

expense, including amortization of deferred finagdiees using the effective interest method, fav debt expected to be
incurred by Tyson.

As described in notes herein, Tyson intendssiee common stock and tangible equity units ttiglly finance the Hillshire
acquisition. Tyson intends to raise $949 from gsuance of common stock and $1,280 from the issuainihe prepaid
stock purchase contract component of the tangidpiétyeunits. Based on the closing market price y§dh common stock ¢
July 25, 2014 of $39.54 per share and the assureégténce price” and maximum conversion rate fersttock purchase
contracts for diluted shares (and the minimum cesiga rate for basic shares), Tyson estimatedsthigance of common
stock and tangible equity units would result inGangillion share increase to pro forma basic shawtstanding and 62
million share increase to pro forma diluted shangistanding for both the year ended September@8 and the six montl
ended March 29, 2014. See “Hillshire Acquisitiomisaction Summary - Financing Assumptions” above&oious
assumptions made with respect to the estimatedpdscfrom the issuance of common stock and thejgrepock purchase
contract component of the tangible equity units.
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