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We’re here to make your job easier.

We know your job isn’t easy. It can be complicated, frustrating, and at times, stressful. At Sealed Air,

we believe that with a highly knowledgeable and capable partner, it doesn’t have to be that way.

Which is why we’ve combined the vast expertise of Cryovac® packaging and Diversey™ hygiene
solutions to offer you the food and beverage industry’s first total systems approach.

Our end-to-end solutions and unmatched service will help enhance food safety, extend
your products’ shelf life, optimize operational efficiencies, and build stronger brands.

Less to worry about, more to believe in. Now that’s peace of mind.

See how Cryovac® packaging and Diversey™ hygiene solutions
can impact your bottom line at www.CryovacDiversey.com

Visit us at Pack Expo booth #1141.
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We manufacture
several dicers to
meet your production
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Candies. Nuts.

Bits of flavor.

As the global leader in
food cutting technology,
we would be glad to
assist you. Contact us
for more information.
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Reduce Your Plant’s

Energy Consumption
Call in the Baldor IBE Team

In todayis business climate,
virtually every manufacturing plant
is searching for ways to reduce
energy consumption and lower
operating costs. By identifying
older, inefficient motors and
mechanical power transmission
components and replacing them
with BaldoroReliance® Super-E®
Premium Efficient motors and
BaldoroDodge® gearing and bearing
products, you can potentially
realize huge energy savings.

Plus, an Installed Base Evaluation
(IBE) provides the end user

the framework for a motor
management system and can
identify where adjustable speed
drives (ASD) might be added for
substantial energy savings and
better process control. An IBE can
assist with Operational Equipment
Effectiveness (OEE) Initiatives.

DOLLAR SAVINGS PER YEAR
|

Each IBE report includes:

ONour potential energy savings

O[A detailed list of your current
products in service

OMour expected payback/timing
ORepair/replace comparisons
Ohventory/spares analysis

OMocal rebate and
incentive program details
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©2013 Baldor Electric Company

You can expect immediate and long
term benefits from your IBE survey:

OEnergy savings

OImproved uptime through better
system and process reliability

Odentify ASD opportunities for
energy savings and improved
process control

OSimplified purchasing and
inventory management

ORroduct availability

If youire struggling with rising energy costs
and consumption, schedule an IBE survey today.

(864) 281-2100 L] IBETeam@Baldor.com

BAILDOR

A MEMBER OF THE ABB GROUP

baldor.com



EDITOR'S PLATE|

Another Reason To Hate Wall Street

Who'’s Nelson Peltz to tell PepsiCo how to run a food & beverage

business?

eter of the health of the country s economy, much less that of the

food & beverage industry. | hate it even more when someone with
no other credentials than a boatload of money thinks he can tell a
company how to operate. Last month brought me more ammunition.

Nelson Peltz, founding partner and chief executive of Trian Fund
Management, apparently is rich enough to buy his way into com-
panies but not really talented enough to operate one a real one, |
mean, one that makes things besides money. Sure, he has suggestions
for how they can better operate, but always by tearing apart, never
by building up. And always with the primary goal of making Nelson
Peltz a richer man.

So it was both amusing and aggravating to see on July 17 that he
had the, ummm, thoughtfulness to create a lengthy whitepaper
to point out to PepsiCo that beverages, the category upon which
the company was founded, is dead as a day-old open can of soda.
His two suggestions: Spin o the beverage business and buy newly
independent Mondelez International Inc. to create what should be
the world s largest snack food company. And if PepsiCo cant swing
that deal, still separate the fast-growing snack business from the dull
beverage side.

Peltz reportedly has more than a billion dollars worth of stock
in both PepsiCo and Mondelez. So its kind of like what we here in
Chicago have been hearing for decades, maybe centuries: When a
politician tells a city department head to buy supplies from a certain
company, you know who's really pro ting.

| gotta say | was not fond of the evolution of Mondelez. It came
about in steps as Irene Rosenfeld, then chairman/CEO of Kraft, made
several acquisitions then overreached when she bought Cadbury in
2010. at really set the stage for the split of Kraft into two compa-
nies, one (the new Kraft Foods Group) focused on American grocery
staples and the other (Mondelez) on international snacks and sweets.
Neither company is growing as fast as expected, but Ms. Rosenfeld s
salary sure is. As we pointed out in our report last month on CEO sal-
aries (www.FoodProcessing.com/industrynews/2013/ceo-pay.html),
her total direct compensation last year was $21.6 million.

Which brings me back to Smith eld Foods and C. Larry Pope. As
CEO of the big pork company, Pope s 2012 take was nearly $12.9 mil-
lion, about 7 percent of Smith eld s total pro t last year. e debate
rages on whether Smith eld should be allowed to sell itself to Chinas
biggest meat processor, Shuanghui International Holdings. Imagine
what Larry s golden parachute will be from that deal. Legal or not, the

I ve railed before on how | hate Wall Street being used as a barom-

sale is a knife in the heart of American industry. | strongly doubt Sh-
uanghui will increase U.S. employment once the deal goes through.

So its with a heavy heart that | direct you to our cover story this
month  which, ironically, is all about numbers, sales and pro ts,
who s bigger than whom. Our Top 100~ is certainly a clear gauge of
success; although in the mood I m in now, | wish we could come up
with a happiness- or great employer-based Top 100.

Whats most remarkable is the new companies on the list who
resulted from corporate split-ups. Mondelez is on there; so are Hill-
shire Brands, WhiteWave Foods and Post Foods. All former victims
of acquisitions, now back on their own. Wish them luck.

But the other remarkable fact in this years Top 100" table is the
improved business climate for all these companies. Only two of the
top 26 companies saw sales decline in 2012, and those Dean Foods
and Kraft are the result of splits. On the whole list, only four com-
panies lost money in 2012, down from six last year.

is is also a good time for me to direct you to the online-only
components of our Top 100. We have a truly remarkable tool at
www.FoodProcessing.com/top100/index.html. You start out looking
at the same table you see on pages 36-37, but all the vertical columns
are sortable. Click Company Name to make the list alphabetic. Sort
it by Total Company Sales. Or create a list based on pro tability.
However you sort it, click on a company name and you get each com-
panys pro le headquarters addresses, top executives, subsidiaries,
even brands. You may want to refer to it all year.

Who should be our Processor of the Year?

Speaking of gauges of success, its time for me to look all the way to
the end of the year, to the cover story of our December issue.  ats
when we reveal our Processor of the Year, a food or beverage com-
pany thats had a great year or two.

e criteria are sound nancial performance (including expand-
ing sales and pro tability), innovative product development, leading
manufacturing technology, managerial excellence, general industry
leadership and service. So nominate a company by sending me an
email, and write a line or two about why you think they re worthy
of this honor.

Dave Fusaro, Editor in Chief
E-mail: dfusaro@putman.net
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TWO Food Processing Experts. ONE Purpose.

Key Technology and Visys are now ONE company providing the worldis
broadest range of sorting technologies, conveying equipment and
processing solutions for the global food industry.
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Learn more about whatis in sight for you at
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Are you curious to see how the top food companies in the U.S. and Canada stacked up
against one another in the 2013 Food Processing Top 100°? Maybe you re curious to nd
out how this year s rankings compare to last year s. Or maybe you like things in alphabetical
order. Whatever your preference, our Food Processing Top 100" interactive chart is here to
make your life a little bit easier.

It would take scissors, glue and a lot of your time to reorganize the paper list on p36-37.
But with the click of a mouse, you can organize the list in whichever method you choose
just click the down or up arrows at the top of each column and you can sort by size (sales),
alphabetically, by pro tability, etc. As for learning more about the companies on this year s
list, you can click on each company s name and be taken to their individual pro le pages,
which list each company s address and URL, executives, brands, and products.
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Especially with all the nancial numbers in our Top 100" list, it s time for us to start thinking of
our next Processor of the Year. We devote the cover and a signi cant portion of our Decem-
ber issue to one company that s having a great year. If you know (or if you work at) a food
or beverage processor that s ring on all cylinders  nancial, operational and product devel-
opment-wise nominate that company. Nominations are
con dential. Find our web-based form at ...
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Food Funnies is our way of letting you take a break from
all the serious stuff you deal with at work by voting
on the light-hearted captions for our themed cartoons.
Here s how it works: Check out each of our themed car-
toons (Product Development, Plant Operations and Cur-
rent Events) and vote as many times as you d like for your
favorite caption. The winning captions will be featured
on the FoodProcessing.com website and in an upcoming
issue of Food Processing magazine.

Vote for your favorite August Food Funnies at ...
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THE SCIENTIFIC

As an Orkin Man, | can tell you which pests carry the most bacteria and
which ones will eat into your inventory. That’s because my career with Orkin

started in a classroom, studying everything from FIFO to flour beetles.

I will start with a comprehensive inspection to diagnose your pest problem.
Then, I'll help you build a custom program for maximum protection and
make sure your pest control is ready when the auditor arrives.

Whether it’s in our labs or at your loading dock, | know how important it is
to be scientific. After all, food safety starts with science. Your pest control

should, too.

Call for a free inspection and customized recommendation.

®

PEST CONTROL DOWNTO A SCIENCE™









Every Orkin Man completes 160 hours of training
including AIB, HACCP and GMP coursework — all in
the first year on the job. That’s what it takes to be
the best. Let us put our knowledge to work for you.
Armed with a Precision Protection™ plan customized
just for your facility — plus our signature Orkin Gold
Medal QA™ support — you’ll be ready to meet or
exceed even the toughest audit standards, from
BRC to SQF. We guarantee it.

FOOD SAFETY
PRECISION

PROTECTION
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Debating the Smith eld Acquisition

HounobUl

Hj

L0000 N
0 0 O

s someone who was a pork producer until recently, I still
follow what is happening in the livestock industry. Al-
though | was surprised by the impending sale of Smith-
field Foods to Shuanghui, I think that this deal could be good for
both the U.S. and for China. | believe this is a real opportunity
to showcase Americas rich history, experience and best practices
in agriculture on a global stage.

The U.S. agriculture industry is the gold standard. Our best
practices in food safety and sustainability and world-class logis-
tics and efficiency make America a low-cost, high-quality pro-
ducer of hogs and pork products. Today, we are in a position of
strength with a surplus of high-quality protein, while Chinas
growing middle class is demanding more than their country can
provide.

It is important to remember that, at its core, this transaction is
about providing Chinese families with the same safe and nutritious
pork products that are available here in the United States. It is about
increasing Americas exports to China and opening up new markets
to products that are Made in America.

China is the world s No. 1 consumer of pork; in fact, they
eat almost half of the world s pork consumption. The proposed
Smithfield transaction is a positive step toward narrowing the
gap in our currently imbalanced trade relationship.

Farmers have been the cornerstone of our economy for centuries,
and the Shuanghui-Smith eld transaction will help fuel this impor-
tant industry. e United Food and Commercial Workers Union is
supportive, citing the transactions bene ts for workers and commu-
nities across our country. is deal is good for America as it has the
promise to produce more food and jobs for us here in the States,
while opening up new opportunities abroad.

The farming community is applauding this deal. Pork pro-
ducers have reason to celebrate. Selling more pork is beneficial to
all producers not just to Smithfield. There has been a lot of red
ink in the last few years, and increased demand for pork will help
all producers bottom lines.

We sold our hogs to Farmland in Monmouth, Ill. When
Smith eld bought Farmland, there was concern that there would
not be the same quality control, environmental responsibility and

animal welfare concerns. We could not have been more wrong.
Farmland has continued to be a positive in uence in the com-
munity; they have become the poster child for site beauti cation.

ere is very little employee turnover. e plant is always trying
to make improvements in the working conditions and in the han-
dling of the animals.

The combined companies [Smithfield and Shuanghui] simi-
larly promise to keep Smithfield intact, making it easy for me to
support this transaction.

In order to sell to Farmland, we had to be Pork Quality Assur-
ance and Truckers Quality Assurance certi ed. When we delivered
hogs to the plant, someone checked to make sure that my husband s
certi cations were current. In addition, we had a semiannual, on-
farm audit conducted by Farmland to ensure that we were employ-
ing the required practices on the farm, and that we had records to
verify what we were doing.

is transaction cannot pose any risk to the American food sup-
ply. All pork products produced and sold in the U.S. are, and will
continue to be, governed by the U.S. Department of Agriculture at
every step of the production process and all along the supply chain.
In this transaction, we are selling pork and pork products to China;
China is not selling pork to the U.S. In addition, China will not be
dictating production, environmental or animal welfare standards to
Smith eld. Again, the combined companies have promised to keep
Smith eld intact.

I was not reared on a farm; | grew up in the northern Chi-
cago suburbs of Highland Park and Libertyville. I always loved
farming, and my parents and grandparents had a lot of respect
for those who worked so hard to provide food to the rest of us.
Today s farmers have to provide for a lot more people than in
the past, and the need for more food production will continue
to grow.

I believe that Smith eld will continue to provide customers with
the same high-quality, delicious pork products they have come to
expect from Smith eld for more than 80 years.

Amidst all the rhetoric, we must not lose sight that this deal is as
good for American farmers, pork producers and U.S. agriculture as it
is good for China. It truly is a win-win deal. @
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by Shuanghui International

POWER LUNCHI

By Wenonah Hauter,
Food & Water Watch

CON: Bad for Consumers, Food Safety

Free-trade deals with global partners encourage a race-to-the bottom in

food safety standards.

ghui International Holdings Ltd. is bad news for U.S. farmers

and consumers, the environment and food safety. s merger
tightens the grip of multinational agribusinesses and Wall Street on
Americas kitchens, as Shuanghui is partially owned by U.S. invest-
ment bank Goldman Sachs.

In the short term, the proposed deal is expected to shift Smith eld
pork production toward exports to feed the Chinese market, which
would likely signi cantly increase retail pork prices for American
consumers. It would make many U.S. hog producers dependent on
a foreign rm for hog contracts and prices. Longer term, Shuanghui
probably would eventually want to export pork to the U.S., which
would expose U.S. consumers to food safety scandals like the ones
that have plagued the Chinese food system for years.

e globalized food system poses real food safety risks, and free-
trade deals with global partners encourage a race-to-the bottom in
food safety standards, leaving U.S. consumers at the mercy of inade-
quate foreign food safety systems like Chinas. We should all be leery
of deals like this that further consolidate our food system; especially
when they involve companies with a history of food safety problems
and countries with abysmal track records for food and worker safety.

As | explained on New York Times Room For Debate [an on-
line debate coordinated by the news organization], the purchase
of Smith eld isnt just about exporting pork its indicative of the
American government s fervor for exporting our consolidated, indus-
trialized food system.

Shuanghui International became Chinas monolithic meat com-
pany by adopting the U.S. factory farm model pioneered by compa-
nies like Smith eld. e merger is likely to increase the size, intensity
and pollution of hog production in China. Furthermore, Smith eld s
anticipated increased exports to Chinawould e ectively convert U.S.
factory farms into export platforms. Smith eld would ship out the
pork, and we d keep the hog manure.

In addition to the environmental consequences of the deal, its
bad for consumers. Transnational deals in the food industry usu-
ally add to American imports, and a rising ood of imported food
swamps U.S. import inspectors. In the long term, Shuanghui may

The purchase of Smith eld Foods by Chinese company Shuan-

o shore hog operations to China, and the U.S. could be importing
pork. In 2011, Shuanghui recalled thousands of tons of meat after
reports that it was laced with the banned veterinary drug clenbuterol,
which is linked to serious human health risks.

Deals like this serve no one but the executives and bankers who
stand to pro t; everyone else is left with the manure.

Another debater ea Lee, who is the deputy chief of sta at the
AFL-CIO brought up another excellent point:

If Chinese consumers want to consume American pork, they can pre-
sumably purchase it on the open market... As we evaluate this and other
similar investments, we had better have a good sense of how those other
motives will impact good jobs, food safety and regulatory balance in this
country. Unfortunately, under current law, even if we determine that this
or similar investments would have a negative impact on the U.S. economy
—or any subset of workers — there is very little we can do to stop it.

Already, Smith eld s market dominance is troubling. It is the larg-
est pork processor in the world. It owns twice as many hogs as the next
largest hog producer, slaughtering 26 million hogs a year. Smith eld is
one of a small handful of companies pulling the strings when it comes
to food policy in the U.S. and globally.  is power has led to an unfair
marketplace for family farmers and abhorrent labor practices for work-
ers. In the mid-2000s, Smith eld increased production of hogs at its

agship Tar Heel, N.C., plant by 30,000 hogs a day, corresponding to
a doubling of workplace injuries as line speeds increased.

And its environmental record? Atrocious. Smith eld owns
860,000 sows that produce millions of piglets that are raised on
thousands of contract factory farms. And the manure from the mil-
lions of Smith eld hogs on industrial farms permeates the air and
water of rural communities. Just last month, 600 North Carolina
neighbors sued Smith eld because the water pollution, stench and

ies had compromised their quality of life and made it di cult to
enjoy and use their homes.

e bottom line is further consolidation of our food system is bad
for consumers and farmers. When a handful of companies whether its
Shuanghui, Tyson or PepsiCo  controls the food we eat, Wall Street and
highly paid food industry executives win. Consumers, farmers, small
and midsized businesses and the environment all lose. (9

Wenonah Hauter is executive director of Food & Water Watch (www.foodandwaterwatch.org), a non-pro t organization that advocates for common
sense policies that will result in healthy, safe food and access to safe and a ordable drinking water. She has worked on food, water, energy and en-
vironmental issues at the national, state and local levels. She wrote a book, Foodopoly: The Battle Over the Future of Food and Farming in America.
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n June 21, a federal judge in California imposed concrete
deadlines for the U.S. FDA to publish and nalize all re-
maining overdue rules to implement provisions of the FDA
Food Safety Modernization Act (FSMA).

As background, FSMA was signed into law by President Obama
on Jan. 4, 2011. FSMA granted FDA new authority, including a
mandate to require science-based preventive controls throughout
the food supply chain and enhanced authority regarding inspection,
compliance, outbreak response and recalls.

FSMA set speci ¢ deadlines for FDA to publish proposed rules
or guidance to implement certain provisions of the law, but FDA
has failed to meet several of these deadlines. In August 2012, two
consumer interest groups  the Center for Food Safety (CFS) and
the Center for Environmental Health (CEH) sued FDA in U.S.
District Court for the Northern District of California to compel the
agency to publish the overdue rules.

is April 22, the California court granted summary judgment to
the consumer groups, stating that FDA had violated FSMA by failing
to issue the required regulations in accordance with the deadlines
in the law mandated by Congress. Initially, rather than imposing
deadlines on FDA, the court ordered FDA to work with CFS and
CEH to develop a mutually agreeable proposal setting forth dead-
lines for FDAS issuance of the overdue rules. But FDA and the con-
sumer groups could not reach agreement on an acceptable timeline;
consequently, the parties submitted separate, competing proposals
to the court.
e plainti s proposal set May 1, 2014 as the deadline for all
nal regulations to be issued, with certain limited exceptions. e
court found plainti s proposed deadlines to be overly restrictive in
light of the FDASs showing of the complexity of the task ... and its
showing of diligence in attempting to discharge its statutory duty to
promulgate regulations. In addition, the court was not impressed
with plainti s proposal to shorten public comment periods for pro-
posed rules or their proposal to eliminate review by the O ce of
Management and Budget, which reviews drafts of signi cant regula-
tory actions.

On the other hand, FDA proposed that no deadlines be imposed
on the agency. Instead, the agency argued that it was more appropri-
ate to impose target timeframes with goals for publication of the

nal regulations anywhere from late-2014 to mid-2016. e court

found FDAs proposal to be inadequate, as the court requested the
agency to submit proposed deadlines that would form the basis for
an injunction.

After balancing the parties competing concerns and propos-
als, the court concluded that a compromise deadline roughly in the
middle of the two proposals was the correct course. Consequently,
the court ordered FDA to publish in the Federal Register by Nov.
30, 2013, all proposed regulations that have not yet been published.
For each rule, the public comment period must end by March 31,
2014, and FDA must publish all - nal regulations no later than June
30, 2015.

FDA now faces the task of publishing proposed rules, by the
court-ordered deadlines, to implement the following provisions of
FSMA:
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Of the proposed rules referenced above, the foreign supplier veri-

cation program rules are the longest overdue. Under FSMA, FDA
was required to issue the foreign supplier veri cation program imple-
menting rules by Jan. 5, 2012. Foreign food manufacturers and dis-
tributors are still waiting to learn exactly how the agency s proposal
will a ect imports and trade.

Complying with the court order likely will prove challenging for
FDA due to factors such as the complexity of the required rulemak-
ing, the agency s need to consider and respond to public input on
rules, the agency s limited resources and the requirement for the Of-

ce of Management and Budget to review drafts of signi cant regu-
latory actions.

In addition to the regulations that are the subject of the order,
FDA still must nalize currently published proposed FSMA regula-
tions on preventive controls for human food and standards for pro-
duce safety; further adding to FDAS burden.

It remains to be seen whether the agency can meet its newly im-
posed deadlines and avoid being held in contempt of court. @

1 0 0 e 1 0 o

010 o o

oOoooobooooomimoiooo



~ 48 million foodborne illnesses occur in the U.S. each year
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FOOD & AGRICULTURE EXPERTISE
IN THE MIDDLE MARKET.

Selected Food & Agriculture Transactions
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The Hershey Company

*China portion of transaction expected to close later in 2013

Lazard has specialists throughout the world with deep experience and relationships in the food and agriculture
industry. It has advised on industry-depning transactions, playing key advisory roles in some of the most
important, complex and recognizable mergers and acquisitions. The Middle Market Food and Agriculture Group
has been dedicated to food and agriculture for more than a decade, and has completed assignments
across a broad range of segments in the industry. Recently, the group has completed 10 transactions,
four of which were buy-side, four were cross-border, and all involved a strategic buyer.

Lazard Middle Market Kevin Jach David Iverson
. Managing Director Managing Director
FOO(.‘J & Agriculture Group Group Co-Head Group Co-Head
Senior Bankers: 612.371.6515 612.371.6503
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Ben Axelrod Ryan Freeman

Director Vice President
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GLOBAL REACH
Worldwide Network of Bankers Across 40 Major Markets in 26 Countries
North America A Central and South America A Europe A Asia A Australia

FOOD INDUSTRY EXPERTS

Better-For-You A Retail Brands A Private Label A Frozen A Refrigerated
Shelf-Stable A Snack A Beverage A Dairy A Fresh Produce

Bakery A Ingredients A Foodservice A Agriculture

Lazard Middle Market ~ PROVEN RESULTS
Food & Agriculture Group R e e e e

SELECTED RECENT TRANSACTIONS
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Hormels largest acquisition to date, Skippy will expand Hormel s presence in non-meat packaged
foods, bolster its dry grocery business, and further establish Hormels growing international
platform.*

10000000 001 000000 Ooo00000e0m £oO0ho0 ol boomioio0o bOp0m 000000 b0000o 01 Cioot 0oboon bm
wet and dry bakery and non-meat food waste byproducts that would otherwise likely end up in
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waste into highly nutritive animal-feed ingredients.

e acquisition by Caldic B.V. of Nealanders International Inc., a portfolio company of Birch Hill

Equity Partners Management and a leading Northern American distributor of food ingredients.

= Caldic is a Netherlands-based distributor and producer for the chemical, food, and technical

F = ncalgncle s sector with brar]ches all over Europe and Asia; providing a wide range of high quality products
and related services to many industries.
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K@eﬂlﬂs service restaurants under the Bob Evans and Mimis Caf@) brand names.
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Kozvsick the second-largest farmer-owned food and agriculture cooperative in the U.S.
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cooperative in the U.S. Egglands Best, also a cooperative, markets branded eggs through its
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division prepares and processes a variety of vegetables serving retail, foodservice, and industrial
customers.
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BROOKSIDE manufacturer of branded confections and snacks. e company combines its highly proprietary
fruit processing technology with its market-leading chocolate coating technology to o er

m innovative products in the better-for-you food category and in the indulgent chocolate category.
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" T R Toyota Motors, to Sapporo International, Inc. Silver Springs Citrus is a leading formulator and
SAPRONC manufacturer of private label refrigerated juice products.
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hat headline is pretty much the gist of a lengthy whitepaper
that Trian Fund Management, which owns signi cant stakes
in both companies, posted on its website July 17.

Activist shareholder Nelson Peltz, founding partner and chief ex-
ecutive of Trian, explained on CNBC that he is urging PepsiCo Inc.
to acquire the newly independent Mondelez International Inc. to cre-
ate what should be the world s largest snack food company. Even if
PepsiCo doesn t do the deal, it should separate its snack and beverage
businesses, he said.

Peltz has been suggesting improvements to PepsiCo for some
time, but the company has indicated its not interested in such radi-
cal changes. Mondelez itself has been growing more slowly than pro-
jected since its October 2012 split from Kraft Foods.

Trian believes PepsiCo is at a strategic crossroads as secular
forces ranging from changing consumer tastes to the increased im-
portance of emerging markets have changed the outlook for its key
businesses, Trian said on its website. Trian believes PepsiCo's cur-
rent structure is increasingly unmanageable. While it has a leading
portfolio of 22 billion-dollar brands, PepsiCo has underperformed

REGULATORY

its peers as it grapples with the di ering needs of its fast-growth
(snacks) and slow-growth (beverages) businesses and the resulting
inherent con ict in allocating its resources.

Trians Alternative A sees PepsiCo buying Mondelez for $35-38
per share, according to the New York Times, then using the merger

as a catalyst to spin o its beverages business. Trian acknowledged
this would be a transformational merger. Mondelez stock, which
neared a high of $32 a share in April, more recently has been trading
below $29. PepsiCo, on the other hand, has been on a nice upward
trend this year, currently about $86, a 32-year high, although there
may be some run-up due to Trianse orts.

Alternative B foresees no acquisition of Mondelez but the separa-
tion of PepsiCo s snacks and beverages.

Trian has amassed stakes of more than $1 billion in both PepsiCo
and Mondelez since early this year, the Times reported. While there
has been speculation on Wall Street, its unclear if Trian has enough
support among other PepsiCo shareholders. PepsiCo maintains there
are signi cant synergies between its snacks and beverages businesses.

All of these gyrations would, of course, make Peltz a much richer man.

It A [ R

nder pressure to codify segments of the 2.5-year-old Food
Safety Modernization Act (FSMA), the FDA on July 26 pub-
lished two connected proposed rules aimed at helping to
ensure that imported food meets the same safety standards as food
produced in the United States. e proposals are Foreign Supplier
Veri cation Programs for Importers of Food for Humans and Ani-
mals and Proposed Rule on Accreditation of  ird-party Auditors.
Under the proposed rules, importers would be accountable for
verifying that their foreign suppliers are implementing modern, pre-
vention-oriented food safety practices and achieving the same level
of food safety as domestic growers and processors, the agency said
in a statement. e FDA is also proposing rules to strengthen the
quality, objectivity and transparency of foreign food safety audits on
which many food companies and importers currently rely to help
manage the safety of their global food supply chains.
Under the proposed regulations for Foreign Supplier Veri cation
Programs, U.S. importers would, for the rst time, have a clearly de-
ned responsibility to verify that their suppliers produce food to meet
U.S. food safety requirements. In general, importers would be re-
quired to have a plan for imported food, including identifying hazards

associated with each food that are reasonably likely to occur. Importers
would be required to conduct activities that provide adequate assur-
ances that these identi ed hazards are being adequately controlled,
the agency said.

FSMA also directs the FDA to establish a program for the Ac-
creditation of ird-Party Auditors for imported food. Under this
proposed rule, the FDA would recognize accreditation bodies based
on certain criteria such as competency and impartiality. e accredi-
tation bodies, which could be foreign government agencies or private
companies, would in turn accredit third-party auditors to audit and
issue certi cations for foreign food facilities and food, under certain
circumstances.

Importers will not generally be required to obtain certi cations,
but certi cations may be used by the FDA to determine whether to
admit certain imported food that poses a safety risk into the U.S.

e two proposed rules are available for public comment till
about Nov. 25 at http://go.usa.gov/j5xG.

e agency noted food comes from about 150 countries and accounts
for about 15 percent of the U.S. food supply, including about 50 percent
of the fresh fruits and 20 percent of the fresh vegetables consumed here.
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AMI President J. Patrick Boyle to Step Down

the American Meat Institutes (AMI) 107-year
history, announced he will step down at the end
of this year as president/ CEO after 24 years of service.
Boyle joined AMI in 1990 after serving as ad-
ministrator of USDAs Agricultural Marketing Ser-
vice. Before that, he worked as an attorney at several
food trade associations and as agricultural legislative
assistant to former Senator Pete Wilson (R-CA).

It has been an honor and a privilege to lead this great
industry for more than two decades, he said. With the
organization in a sound position to meet the challenges
of the future and given the many accomplishments of
the last two decades, this year seemed like an appropri-
ate time for me to move onto another phase of my professional life.

Under Patrick s 24 years of leadership, AMI has been an in uential
voice for the meat and poultry industry successfully addressing numerous
public policy challenges. He has led AMIse orts that have enhanced the
safety of our products, the protection of our workers, the welfare of our
animals and the preservation of our environment, said AMI Chairman
Nick Meriggioli, president of Kraft Foods Inc./Oscar Mayer.

J. Patrick Boyle, the longest serving president in

J. Patrick Boyle

REGULATORY

North American Meat
Processors Fight COOL
meat and livestock industries on July 26 asked the U.S. District

N Court for the District of Columbia to grant a preliminary in-
junction against revised country-of-origin labeling of meats.

Today s lingwas part of a lawsuit led July 8 seeking to block im-
plementation of a mandatory country-of-origin labeling ( COOL )
rule, which was nalized by USDA in May. In the July 26 ling, the
groups said that they had a high likelihood of success in their case
and that enforcement of the rule, even temporarily, would cause ir-
reparable harm to the industry and have severe economic impacts
that are not in the public interest.

Plainti s include the American Assn. of Meat Processors, Ameri-
can Meat Institute, Canadian Cattlemens Assn., Canadian Pork
Council, National Cattlemens Beef Assn., National Pork Producers
Council, North American Meat Assn., Southwest Meat Assn. and
Mexico s National Confederation of Livestock Organizations.

USDA proposed the new rule in March after the World Trade Orga-
nization (WTO) ruled in response to a complaint by Canada and Mexico
that the year-old country-of-origin labeling requirements violated the
U.S. WTO obligations. In what the nine groups call a highly illogical
move, USDA made COOL requirements even more complex and dis-
criminatory against foreign meat and livestock, and Canada and Mexico
have already made clear that the new rule does nothing to ease the con-
cerns that prompted their original complaint.

ine organizations representing the U.S., Canadian and Mexican

During Boyle s tenure, AMI petitioned USDA to
require nutrition labels on meat and poultry prod-
ucts and to promulgate a regulation requiring that
meat and poultry plants implement HACCP-based
food safety controls.

Boyle joined AMI prior to some of the indus-
trys most notable recent challenges. When E. coli
0157:H7 emerged as a new pathogen of concern in
the early 1990s, Boyle led the re-establishment of the
AMI Foundation, which made its mission to reduce
and eliminate E. coli O157:H7 in raw ground beef
and Listeria monocytogenes in ready-to-eat products.
During the 1990s, Boyle and his team were the early
adopters of the animal welfare approach of Temple
Grandin, professor of animal science at Colorado State University.

Also under his leadership, the AMI board voted to make key issues
non-competitive, including food safety, animal welfare, worker safety
and the environment.  ese decisions fostered a collaborative approach
within the industry that has enhanced food safety, improved animal
handling in meat plants, reduced worker illnesses and injury and made
progressive environmental practices part of doing business.

ISDAY WEDNESDAY THURSDAY FRI|
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GEA Westfalia Separator hyvol®

Keeping Profits Flowing

Whether you are producing dairy products, fats, oils or beverages,
depend on GEA Westfalia Separator hyvol® separators to maximize
capacity and simplify maintenance. That s because our separators
blend performance ef ciency with uncomplicated design. Standard
features, like an easy-to-replace at belt drive and maintenance-free
liquid seals, combine with customized options to meet your food
processing needs.

To learn more about optimizing ef ciencies and quality with GEA

Westfalia Separator hyvol® separators, contact Philip Cunningham
at 510-432-4732 or Philip.Cunningham@gea.com or visit us online
at www.wsus.com.
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NEW PRODUCTS

A Starbucks-
Danone Yogurt
Coming in 2014

tarbucks in July announced it will
Sstart selling its own brand of yogurt in
its stores in 2014, with a goal to take
the product to major grocery stores in 2015.
Evolution Fresh, inspired by Dannon,
implies whos actually manufacturing the
product. e rst half of the name comes
from Starbucks late-2011 acquisition of
a juice company Evolution Fresh. e rst
product in Starbucks stores will be a Greek
yogurt parfait.

eco eechain, which seeks to be a sup-

plier of branded groceries, announced the
strategic agreement to o er a jointly cre-
ated and developed selection of new, healthy
specialty yogurt products in participating
Starbucks stores and in grocery channels,
read a company statement is will ad-
vance Danone s ambition to expand yogurt
consumption in the U.S., while growing
Starbucks health and wellness o erings for
its customers under the company s Evolution
Fresh brand.

Starbucks expects to get the products into
its stores in spring 2014, and Danone will
be responsible for bringing them to grocery
channels in 2015. Distribution is planned
to be extended to include targeted markets
around the world in a second phase that
builds upon the success of the U.S. initiative.

With a fast-growing but still low pen-
etration of the yogurt category, the U.S.
remains a key growth opportunity for Da-
none, said Danone CEO Franck Riboud.

e recent success of the Greek segment
and our Oikos brand have con rmed the
growing appeal of tasty and nutritious yo-
gurts for U.S. consumers and established
Dannons leadership in the market. We be-
lieve this attraction will be further enhanced
by our new access to millions of consumers
through distribution in Starbucks stores, as
well as through the addition of an exciting
new brand, Evolution Fresh, inspired by
Dannon.

e two companies also said they look for
joint opportunities across other products and
markets in the months to come. Financial
terms of the agreement were not disclosed.
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Senate Ag Committee Eyes Smith eld Purchase

ing of the world s largest pork processor, worrying the take-

over of Smith eld Foods by a Chinese rm would compro-
mise food safety, mean the loss of American jobs and possibly lead to
higher pork prices in America.

Smith eld and Beyond: Examining Foreign Purchases of Ameri-
can Food Companies was the title of the hearing in Washington.

e meeting examined the pending purchase of Smith eld Foods by
Chinas Shuanghui International Holdings Ltd., Chinas largest meat
producer, which has created concerns from some lawmakers and oth-
ers about the impact on the safety of the U.S. food supply.

e pending deal, announced in May, would be worth about $7.1
billion including assumption of debt.  at would make it the largest
takeover of any U.S. company by a Chinese rm.

Smith eld might be the rst acquisition of a major food and
agricultural company, but I doubt it will be the last, said Commit-
tee Chairwoman Debbie Stabenow (D-Mich.), quoted by Fox News.

e senators were talking mostly to Smith eld CEO Larry Pope, al-
though a few other experts also testi ed.

Mike Johanns (R-Neb.), quoted by news agency Reuters, said
he is bothered by the deal because China would never allow a U.S.

The Senate Agriculture Committee on July 10 did a little grill-

MANAGEMENT

Chobani Hires Execs

hobani has hired two top executives to continue the compa-
ny s growth. Former Kellogg executive David Denholm has

been named president and COO, and Peter McGuinness,
former president and CEO of DDB Chicago, will be chief market-
ing and brand o cer. Denholm had been president of Kellogg Asia
Paci ¢ since September 2008 and was a member of the company s
global leadership team. He joined Kellogg in 2003. He and McGuin-
ness both started in late July.

I am con dent their business intelligence, knowledge of the
global consumer and vision is exactly what we need as we continue
to grow our business, said Hamdi Ulukaya, Chobani founder and
CEO. Chobani exceeded $1 billion in sales in 2012.

REGULATORY

FDA De nes Gluten-free

he FDA on Aug. 2 published a new regulation de ning the
term gluten-free for voluntary food labeling. In order to

use the term gluten-free  as well as no gluten, free of
gluten, and without gluten  on its label, a food must meet all of
the requirements of the de nition, including that the food contain
less than 20 parts per million of gluten. e agency believes many,
but apparently not all, foods currently labeled as gluten-free may be
able to meet the new federal de nition already. Food manufacturers
will have a year after the rule is published to bring their labels into
compliance with the new requirements.

company to buy a Chinese pork producer. Johanns is a former secre-
tary of agriculture.

Several news reports quoted the senators as being wary of tech-
nology transfer. In this case, its not exactly high technology, but
processing technology and that involved in the genetics and breeding
of swine. Is Shuanghui focused on acquiring Smith eld s technol-
ogy, which was developed with considerable assistance by U.S. tax-
payers? Stabenow asked.

Pope emphasized the takeover isnt about importing Chinese
pork into the U.S. but is instead a chance to export U.S. meat and
brands such as Smith eld, Armour and Farmland into a new market.

China is responsible for 50 percent of the world s pork consump-
tion and their demand is still growing, whereas pork demand in the
U.S. has been declining for almost 15 years, Pope told the commit-
tee. Pope also acknowledged he would bene tsigni cantly from the
proposed sale, but declined to say how much he would gain, said
Reuters.

One point we didnt see addressed: Apparently no foreign com-
pany has ever been allowed to buy American farmland. Smith eld
reportedly owns more than 400 hog farms. In the end, nothing was
settled, but its apparent this takeover is far from a done deal.
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he IFT Annual Meeting & Food Expo, held in Chicago July
13 16, was quite a success for the Institute of Food Technolo-
gists. With more than 23,500 attendees, this year s event was
the second largest in the show s 73-year history (the 1999 event drew
just over 24,000).

It looked like every square inch of the south hall of McCormick
Place was used. No curtains hiding several hundred feet of unused
space in back, and not a lot of lounge areas.  ere were 1,171 ex-
hibitors, an almost 10 percent increase from last year. e number of
international exhibitors was 384 from 35 countries.

More than 100 educational sessions and 1,000+ poster sessions pro-
vided information on the latest developments and trends in food science.

While he was a little light on the food angle, Fareed Za-
karia, author, CNIN host and international a airs expert, provided
a thought-provoking opening session. He urged an optimistic ap-
proach to solving the world s challenges. e emergence of a world
that is less dominated by the West and with more economic growth
and scienti ¢ and intellectual advances coming from nations like
China, India and Brazil, means a greater supply of human capital
capable of addressing challenges such as feeding an expanding popu-
lation and dealing with water shortages, he said.

Kenneth Swartzel, a professor in the Food, Bioprocessing and
Nutrition Sciences Dept. at North Carolina State University, re-
ceived the Nicholas Appert Award, IFT s highest honor, given annu-
ally to an IFT member for contributions to the eld of food science.

Next year s show will be June 21-24 in New Orleans.

We Il have a longer report about the show in our September issue.
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MARKET RESEARCH

Beverages Up, Soft Drinks Down in 2012

The U.S. liquid refreshment beverage market grew by 1 per-  improving economy remains the key impetus for beverage category
cent in 2012, according to preliminary data from Beverage  success, the vitality of premium products like energy drinks and
Marketing Corp.  is marks a third year of growth aftertwo  RTD co ee shows that Americans thirst for both functional and
consecutive declining years. It also represents faster growth than oc-  fun products is strong.

curred the year before. Total liquid refreshment beverage volume ap-
proached 29.8 billion gallons in 2012. US BEVERAGE MARKET

Carbonated soft drinks remained by far the biggest category, but lost
both volume and market share during 2012. Volume slipped by 1.8 per-
cent from 13.6 hillion gallons in 2011 to 13.3 hillion gallons in 2012,
which lowered that category s market share to less than 45 percent.

While the segment faltered, certain soda trademarks, such as Coke
Zero and Dr Pepper, did achieve growth. Moreover, the soda category
accounted for four of the 10 biggest beverage trademarks, with Coca-

Cola and Pepsi-Cola retaining their usual rst and second positions. .

Niche categories outperformed traditional mass-market cat-
egories. Premium beverages such as ready-to-drink (RTD) tea and
co ee and especially energy drinks advanced particularly forcefully Value-Added Water | oo
during 2012. Aggressive pricing contributed to the sizable increase
in bottled water volume. Larger, more established segments such as
carbonated soft drinks and fruit beverages failed to grow once again.

Energy drinks moved forward faster than all other segments with
a 14.3 percent volume increase in 2012. Nonetheless, the segment ac-
counted for a relatively small share of total liquid refreshment bever-
age volume. Indeed, the only liquid refreshment beverage types with
smaller shares of volume were RTD co ee, which charted the second
fastest surge, growing by 9.5 percent, and value added water, which
contracted during the year. Not surprisingly, no energy drink, RTD
co ee or value-added water brand ranked among the leading trade-
marks by volume.

&
. N & ™
Sports beverages, in contrast, had Gatorade (including all brand
variations) as the fth largest beverage trademark during the year,
and the category it led grew faster than the overall liquid refreshment
beverage market. e brand topped 1 billion gallons for the rst time >
in 2011 and remained above that level in 2012 despite declining.
Its chief rival, Powerade, moved muscularly enough for the overall ~ /
> -

category to grow.
Beverages showed gathering strength in 2012, said Michael
Bellas, chairman and CEO of Beverage Marketing Corp. While an

Segment % Change

Fruit Beverages | -4.1

&

86,000

OF SLICEDTURKEY
WERE CONTAMINATED BY INADVERTENT
EXPOSURE TO NON-FOOD GRADE LUBRICANTS.

ENOUGH FOR 13,230 THANKSGIVING FEASTS.

LUBRICANTS

For food-safe lubricant solutions,
turn to the food-safe lubricant authority.
Visit ClarionFoodSafety.com

0Ooooooooooioom;omoan 1000000Io0ono00oimobooooionnoDoo



@ MRO

Q&A

O T T o
8 0

LDiHidoooboogooib oo

goooooogooadn

clarion.

LUBRICANTS

HHomoomnd

LOHibboibbibbbbbubobbobioUbn

0 0
0 1 .t
8 0 1

I have to maintain more than 400,000 sq. ft. of roof at my
plant. When areas need to be replaced, everyone, especially
the accounting folks, wants to postpone the work and just keep
patching them. How do | convince colleagues when it needs to
be replaced?

ere is no direct return on investment from roofs and oors,
which makes those improvement projects among the most di cult
to justify when it is time to invest some of the company s money.  at
being said, you and your accounting folks have common ground: All
of you want to maximize your company s pro tability. What may be
missing are agreed-upon, measurable milestones to support replace-
ment decisions.

Situations like these need to have a credible, data-driven story
accompanying requests for capital. Lets start with what should
be done proactively. You should have the documentation of the
original roof cost and the warranty for the roof. You should have
documentation of all work done over the life of the roof, whether
it is done by a contractor or internally by maintenance person-
nel with work orders. Annual thermographs should be taken of
each roof area to determine where and how much heat or cooling
leakage is occurring.

e rooftop should be walked at least once per year to detect
soft spots. Core samples should be taken at those soft spots and
analyzed to determine whether problems are structural or normal
material wear. e inside perimeter of the roof should be inspected
to detect ashing leakage/staining, with results correlated with
conditions on top of the roof. In addition, you should have a roof
leak log where customers observations of leaks are recorded. In
some regulated plants, the FDA or USDA can help. Each data point
helps de ne the wear pro le of the roof. is is the historical story
that you can tell.

On the nancial side, knowing the useful life of the roof allows
you to derive the yearly depreciation. Developing a simple graph
showing the anticipated depreciation over several years versus actual
maintenance costs each year paints a great picture of how the invest-
ment is performing.

If your maintenance costs are greater than the yearly depreci-
ated value, you either have the wrong type of roof (or poor installa-
tion) or the wrong number of years for depreciation. Armed with the
quantitative data you have developed, you and your accounting folks

can decide which scenario applies and set an agreed-upon course of
action.
is is a tough and common problem, but if you are able to build
your credibility through the generation of indisputable data, you will
be surprised at how many other accounting challenges to mainte-
nance funding simply evaporate.
Good luck!

I have heard a lot of buzz about sanitary design of equipment
over the past couple of years, but I'm not buying it. Our sanita-
tion people have been cleaning our equipment for years, and they
do a more than adequate job in getting legacy machines clean
and ready for production. Why do people think sanitary design
of equipment is so important?

| appreciate your question and concern, but | dont share your
skepticism about the importance of sanitary design.

Industry focus on food safety has made equipment cleanabil-
ity and sanitary design critical components of good manufactur-
ing practices. Microbial swab tests that used to be limited to
fresh, perishable foods are now being done in facilities producing
shelf-stable products where allergen proteins on food contact sur-
faces are a concern.

It is not simply a matter of applying more elbow grease during
sanitation. Proper cleaning takes time, and the more di cult it is to
thoroughly sanitize a piece of equipment, the higher the labor cost
and the longer that unit will be out of production.

Your sanitation folks may be doing a great job with the tools
they have been given, but the requirements from regulators
(FDA, USDA and others) and customers have gotten a lot more
stringent. Many companies have cut costs by reducing the use of
utilities and chemicals. Improving the sanitation staff s ability to
clean equipment more quickly and efficiently has value to every
company.

In the longer term, advances in robotics, coupled with reduced
manpower availability due to baby boomer retirements, will make
robotic cleaning more practical.  is is already occurring in some
industries, and the technology will migrate to food as it evolves. In-
creasing the importance of sanitary design is perfectly aligned with
the longer range trend of the industry.

Sorry for the disagreement, but that s the way | see it.
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We add new products to our web site throughout the month. Go to www.FoodPr¢
and click on the New Products Resource Center along the top navigation bar.

SAUCES BRING
MEXICO HOME

Passage Foods USA, Collinsville,
Conn., introduces three traditional
Mexican simmer sauces that o er
authentic meals in less than 20 min-
utes. Passage to Mexico Ranchero,
Veracruz and Chipotle Lime sim-
mer sauces are restaurant-quality
recipes made using fresh, natural
ingredients that o er the same a-
vors and aromas as from-scratch
cooking. The chef-inspired sauces are
gluten-free, preservative-free and can be
cooked with meat, seafood or vegetables.

Ranchero is a traditional blend of tomato,
chili and onions, while Veracruz is a spicy
tangy sauce that melds the old world avors
of Mexico with virgin olive oil, tomatoes,
Spanish olives and capers. Chipotle Lime is
a combination of the spicy and smoky avor
of the chipotle chili with a hint of lime.

The Passage Foods range of cooking
sauces originate with an Asian air. As with
all of its ethnic cuisines, the company hires a
chef that is trained in the foods of his home-
land. The chef for the Passage to Mexico line
is from Monterrey. He created the three new
sauces in the tradition of his home cook-
ing. The sauces come in 7-oz. shelf-stable,
stand-up pouches.

CARROT-GINGER JUICE
ADDS PROBIOTICS

NextFoods, Boulder, Colo., introduces GoodBelly Carrot
Ginger, the brands rst probiotic vegetable juice. The
new variety joins the company s selection of drinks that
are non-GMO, dairy-free, soy-free, vegan and kosher,
and they re infused with its probiotic strain, Lactobacil-
(0000000000 OI0DO0IN00D00O0IOOIDOI000ND000I0000000
support daily digestive health.

We re thrilled to be able to o er a veggie-based
beverage infused with the digestive bene ts our fans
have come to know and love from GoodBelly, says
CEO Alan Murray. Carrot Ginger is our very rst veg-
etable juice drink, and we absolutely love the unique
blend of nutritious and tummy-soothing ingredients it

o ers in each glass. Its also certi ed gluten-free, so
it s a fantastic and tasty option for those with a gluten
sensitivity or intolerance who are looking to maintain
their digestive health.

The new variety combines carrot juice and ginger,
two superfoods with well-known health bene ts. Gin-
ger has been long recognized for its natural ability to
ease stomachaches, nausea and diarrhea, while car-
rots have been touted for their high vitamin A content,
which bene ts the immune, nervous and circulatory
systems. One 8-0z. serving of GoodBelly Carrot Ginger
carries 50 percent of the daily recommended value of
vitamin A and provides 20 billion live and active cul-
JO0000DIoOooooOn
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SARDINES WITH
BOLD FLAVORS

King Oscar’s management challenged
the R&D team to create bold, new avors,
and the team delivered with the rms rst
new sardine products in ve years: Spicy
Cracked Pepper in Extra Virgin Olive Oil
and Jalapeno in Extra Virgin Olive Oil.
Four types of whole and cracked peppers
add punch to the former, while sliced jala-
peno peppers accent the latter.

We consider ourselves innovation lead-
ers, says Jon Engle, president of San Di-
ego-based King Oscar USA, but a dearth

of new rollouts in recent years contributed
to a moribund category. Consumer re-
search guided development of the bold,
category-busting avors. These new a-
vors are not for the faint of heart, Engle
cautions. We aim to impress our consum-
ers and remind them what premium sar-
dines are supposed to taste like.

The rmis promoting the health bene ts,
including omega-3s e ectiveness in lower-
ing LDL cholesterol levels and the high levels
of calcium in brisling sardines. Thats good
news to sardines key demographic of age
55-plus individuals of su cienta uence to
not be puto by a $3 per can retail price.
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What do you get when you combine the
antioxidant power of fruit with a generous
dose of vitamins from leafy green vegeta-
Lroooimoioldamba Green Fusion fruit and
000000 0O 00000 0000 0000 1000000 100 00 oDao
line of frozen at-home smoothie kits devel-
oped by Inventure Foods Inc.,1000001000000
partnership with smoothie retailer Jamba
0 0
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the frozen berry business and apply it to
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smoothie that provides a substantial boost
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spinach and spirulina to o er a sweet yet
hearty smoothie appropriate for morning
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SALT.

Some Thought for Food.

Satisfy consumers taste while helping
them meet the latest sodium guidelines
with innovative solutions from Cargill.

The 2010 Dietar
recommend limiti
or 1,500 mg for speci ¢ pof

Over 95% of men and over 75% of wome
the recommended daily tolerable upper intal

1 Dietary Reference Intakes: Water, Potassium, Sodium, Chloride and Sulfate , Institute of Medicine, www.iom.edu
2 What We Eat in America , US Department of Agriculture, www.usda.gov
2 2010 Dietary Guidelines for Americans , US Department of Agriculture, www.usda.gov
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We add new products to our web site throughout the month. Go to www.FoodF
and click on the New Products Resource Center along the top navigation bar.

A BIG CAN FOR THE BIG MAN

AriZona Beverages, Brooklyn, N.Y., has teamed up with Sha-
quille O Neal to launch an all-natural cream soda line. Soda
Shaqg, named for the basketball legend known for his per-
sonality and size, has hit the market in AriZona s signature,
single-serve 23.5-0z. can. The new can design includes the
tagline A Big Can for the Big Man and prominently features
Shaq s famous likeness.

The beverage contains real vanilla from Madagascar, is
sweetened with pure cane sugar and has just 90 calories per
8-0z. serving. Like all AriZona products, it is made with no
arti cial colors or preservatives and is available in Original
Vanilla Cream, Orange Cream, Blueberry Cream and Straw-
berry Cream avors.

We are excited to expand our o erings to include a great
carbonated beverage innovation based on a soda shop clas-
sic, says Don Vultaggio, chairman of AriZona Beverages.

With nearly a third less calories than the competition, Soda
Shaq s great-tasting and all-natural cream sodas are perfect
for consumers looking for variety. The big can has a sug-
gested retail price of 99 cents.

Current
Sodium Consumption

3,400mg a day

The average amount of sodium Americans consume every day.?

2,300mg a day

The upper limit of sodium an average person should consume every day.®

1,500mg a day

The upper limit of sodium a person should consume every day if they
are 51 years or older, African-American, have hypertension, diabetes
or chronic kidney disease.®

For the complete perspective, please go to:
cargillsaltinperspective.com

Cargill




Reduce Stress and Anxiety

Safely and Naturally!

L-C?atg )
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Natural L-Theanine 98%

e Reduces Stress and Anxiety o FDA GRAS
e Induces relaxation — not drowsiness e Water soluble- no taste, color or odor
e Better Focus and Mental Clarity e GMP, Kosher, Halal
e Increased Concentration and e Independent validation
Productivity e Consistent quality

L-TeaActive™ is a natural, safe and efficacious food ingredient confirmed GRAS by the FDA. Ideal for energy drinks,
carbonated beverages, fruit drinks, chewing gum, functional foods, confectionaries and sachets that can be used
with water, fruit juices, with hot coffee or tea, or even as a topping on yogurt or ice cream. L-TeaActive™ is also ideal
for dietary supplements for human and pet nutrition. Give your customer the opportunity to reduce stress naturally
and enjoy a happier life!!

*These statements have not been evaluated by the Food and Drug Administration. This ingredient is not intended to diagnose, treat, cure, or prevent any disease. ‘

Developed and Produced by Blue California

- ) . Corporate Headquarters
lue Galiformia | £
Rancho Santa Margarita CA 92688
Tel 949-635-1991 Fax 949-635-1988
NATURE + SCIENCE + INNOVATION Email sales@bluecal-ingredients.com

Visit Our Website At www.bluecal-ingredients.com
© 2013 Blue California. All rights reserved.
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Food Biz Kids

Just like Sunday morning pancakes.

Flapjacks, Hand-held
and on the Fly

.7 Michael R, 12th grade:

ese pancakes are quite intriguing.
I have never seen pancakes that can be
cooked in their bag until now. Eggo does
a great job innovating and coming up
with new ideas to suit the fancy of the
public. e portion sizes are excellent
and the product is great. e bag is easy
to open, and the directions are very easy to follow. Not much
work is required for a great breakfast. e smell is a mouth
watering maple smell that makes you want more. ey taste
great and are a perfect on-the-go breakfast food. Personally |
would recommend this to anyone from a child up to an adult.
It is great for picky children and perfect for kids, teens and
adults on the .

Keeley S, 9th grade:
e taste is very good; I like it a lot.  ere is a slight maple
avoring in the pancake taste. It is soft but has a good shape
and is very spongy and moist. | really like the packaging of
the product because it is eye catching. It has a big font and
an attractive visual of the pancake. e product appeals to a
younger audience. | think it especially attracts children be-
cause they are a quick, easy breakfast if you don t have a lot of
time before getting to school.

Morgan R, 9th grade:

Eggo Mini pancakes were excellent.
They are such an amazing idea. Being
able to microwave the packages makes
it a quick, easy and delicious breakfast.
These pancakes tasted exactly like the
pancakes we make on Sunday morn-
ings. They were soft and moist, which
is exactly how they should be. There was a slight hint of
cinnamon which made me want more. You can be sure
that as soon as these pancakes get on the shelf, I Il be the
first to buy them.

Reesie S, 8th grade:
e Eggo pancakes were very fresh; like they were just made.
It tastes very doughy and sweet with the syrup. | really en-
joyed them because they were a regular morning breakfast
without the haste; you can just toss these in the microwave.
ey smell like cinnamon and batter. Eggo pancakes are

Kellogg s Eggo Minis Pancakes

(Miniwa es as well)

very appealing by the fact that cooking was a breeze and
the opening of the bag was easy. If they sold these, | would
de nitely buy them.

Alyssa D, 9th grade:

Its weird eating something that tastes
like regular pancakes, but was micro-
waved and came out of a bag. | thought
they were a lot better than most fro-
zen foods. Usually, the fresh version is
better than the frozen version, but in
the case Eggo mini pancakes, they are
equal. The cinnamon smell really attracted me when |
opened the bag. The pancakes were the perfect size and
shape; very easy to eat. If | saw these in the store, | would
most likely be attracted to the packaging first, then see
the fact that they are microwavable and | would buy them
instantly.

Rhia D, college sophomore:

ese pancakes taste exactly like the McDonalds McGriddle,
which | love. e texture of the pancakes is soft, smooshy
and dense. ey are a little slimy from the moisture but that
is a good thing because they would be dry if it werent for
the moisture. | think parents would most likely buy these
because it is appealing that they are a quick, yummy break-
fast for kids.

There are more kids on the web  both in this FoodBizKids
installment and in previous ones. See www.FoodProcessing.
com. And if you have a new product you want to test on
our high school panelists, contact Dave Fusaro at dfusaro@
putman.net, or 630-467-1301 ext. 424.
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ur annual Top 100" primarily is a descending list of the
largest food & beverage processors in the U.S. and Canada.
But if you look beyond the rst column of numbers, 2012
Food & Beverage Sales, it also provides a glimpse into the general
health of the food industry.

e next columns, especially 2012 Net Income (or Loss), tell
who's doing well and who s not so well. Big changes  plus or minus

in sales hint at who has done some acquiring and who has shed

some assets. And this year, like never before, corporate reorganiza-
tions have given birth to new companies.

at s perhaps the most remarkable part of this year s report. Ev-
ery year, a few companies come and go from this list, although in the
past it s always been sizable processors being acquired by even bigger
ones, resulting in some $500 million sales company sneaking into
99th or 100th place on this list.

is year there are some huge debutantes. Mondelez International
(No. 19) leads 0 that list. e much-heralded splinter o what used
to be Kraft Foods had 2012 overall sales of $35 billion although we
credit the rm only for $6.9 billion, that being the value of products
Mondelez manufactures in U.S. and Canadian plants.

O O0000 SRR (110100 (1000 0 O 0 O s s

Legacy Kraft Foods Group Inc., which was designed to be the small-
er company, lands higher up at No. 6 because of its preponderance of
North American-produced foods. Together as Kraft Foods Inc., they
were a perennial top-4 company.

Hillshire Brands debuts at No. 30, taking the place albeit much
lower that predecessor Sara Lee used to hold.

WhiteWave Foods is a new name, at No. 52. It was the organic
milk (Horizon brand), soymilk (Silk brand) and co ee creamer (In-
ternational Delight brand) businesses of Dean Foods. Dean has had a
rough time in recent years, having lost nearly $1.6 billion in 2011. So
to focus the company, Chairman Gregg Engles engineered the initial
public o ering of 20 percent of WhiteWave stock last fall, with Dean
holding the other 80 percent. As planned, those shares right now are
being distributed to Dean shareholders, with the two companies being
totally separated. Even Engles resigned from Dean Foods to devote his
full attention to WhiteWave as its chairman. Which means Dean has
a new chairman and a new CEOQ. (For that kind of info, see the web
version of our Top 100, www.FoodProcessing.com/top100.)

And inJanuary of thisyear  so it won t show up in this report, which
is based mostly on calendar 2012 gures Dean Foods completed the

000000 CNEERESEEhRmE. 1 1




sale of its Morningstar Foods division to Saputo Inc. for $1.45 billion.
Morningstar specialized in dairy and non-dairy extended shelf-life and
cultured products. Which leaves Dean primarily with fresh milk and ice
cream products. So while Dean remains in the top 10 this year, it will
undoubtedly slide further on next years list.

Another newbie thats another victim of corporate reorganization
and spino is No. 85 Post Foods. Until 2008, the cereal business was
part of Kraft, which sold it to Ralcorp, which spunito ina poison pill-
like attempt to fend o  the overtures of ConAgra. Which didnt work.

ConAgra continued its pursuit of a smaller Ralcorp, with the ac-
quisition of the former private label leader occurring at the very end
of last year. So ConAgra moves up a notch this year to No. 12 while
Ralcorp, formerly No. 24, disappears.

What the numbers show

Getting back to the numbers, especially comparing sales and pro ts
in 2012 vs. 2011, you get a collective pulse of this business. Its re-
markable that only two of the top 26 companies saw sales decline in
2012, and both of those Dean and Kraft we ve already explained.
Two of those top 26 companies saw positive reversals in the pro t/
loss column. All the gyrations at Dean appear to have paid o , with
the company turning that $1.6 billion 2011 loss into a $161 million
pro tin 2012. No. 17 Pilgrims Pride, now majority owned by JBS
(No. 4), went from -$497 million to +$174 million. (And, as we went
to press, the poultry company reported a healthy 2Q2013, with net
income of $191 million, nearly triple that of 2Q2012.)

You have to scroll all the way down to No. 28, Dole Food Co., to

nd a net loss this year although two steps down, aforementioned
Hillshire Brands apparently hasn t found its legs yet. (Hillshire, how-
ever, hasa scal year that ends on June 30, so its current-year report
was not available as of our press time.)

Six more steps down, No. 36 Chiquita Brands Intl. endured a
$403 million loss in 2012, the most red ink on this chart. e com-
pany s explanation is a cautionary tale that maybe not every company
should become a value-added product innovator:

Chiquita experienced a signi cant decrease in pro tability and
free cash ow over time as a result of a previous business strategy
focused on branded diversi cation and innovation, the company
annual report states. s set of strategic choices  required signi -
cant investments in research and development, consumer marketing
and corresponding infrastructure, which diverted resources and at-
tention from our core businesses of bananas and salads and burdened
us with product o erings that ultimately failed to meet our revenue
growth and pro t expectations.

So, in August 2012, a new strategy started transforming the com-
pany (back?) into a high-volume, low-cost branded produce supplier.

While Chiquita was not alone in reporting a loss, it didnt have
much company. Only four food & beverage processors lost money
in 2012. Diamond Foods (No. 89), coming o that little accounting
kerfu e, joins aforementioned Chiquita, Dole and Hillshire.

Dole may soon be joining H.J. Heinz Co. (No. 28) in the ranks of
private companies. E ective in June, Heinz was taken private by 3G
Capital and Berkshire Hathaway. Dole that same month formed a com-
mittee of its independent directors to consider an o er from its chairman
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AdvancePierre Foods

Agri-Mark..... .90
Agropur Cooperative...... .33
American Crystal SUgar Co............... 7l
American FOodS GroUp ......uevrmeres 69
Anheuser-Busch INBEV w....vevvevvvvsrsee 5
Associated Milk Producers .............. 6l
B&G Foods

Beam Inc...........
Bimbo Bakeries USA
Borden Dairy Co
Brown-Forman Corp.
California Dairies Inc.
Campbell Soup Co.
Canada Bread Co. ..........
Cargill Inc.
Chiquita
ChobaNI INC. ..vvcveevecreesssesisssisnes 88
Coca-Cola Co. ..oovvrvvvereen
Colgate-Palmolive Co.
ConAgra Foods Inc. ...
Constellation Brands

Cott Corp

CROPP Cooperative/Organic Valley.......91
Dairy Farmers of AMerica.................. 86
DANNON C0. INC. ..ovvvvvvvrvvsrensrrsines 68
Darigold 9
DEAN FOOUS CO. v 9

Del Monte Foods 33
Diamond Foods Inc. ...

Dole F00d CO. INC.....vvvvevvssvsissrisens

Dr. Pepper Snapple Group.... .23
E&J Gallo Winery... .35
Flowers Foods Inc. ... w31
Foremost Farms USA

Foster Farms LLC........ccccoeeevvvvssssinneens
Gallo

General Mills INC. .vvvvvvveevesivsssssinens 1
Gilster-Mary Lee Corp. .87
Clanbia USA........... .56

Golden State Foods ... W97
Grassland Dairy

Great Lakes Cheese CO. ..vvvvvvvvvesivnns 44
H.J. Heinz Co........ Wi
H.P.Hood Inc. ........ .49
Hain Celestial Group .. .83
Hearthside Food SolUtionS................. 2
Hershey Co

Hillshire Brands
Hilmar Cheese Co. ..........
Hormel Foods Corp. ..
Hostess Brands.............

J&J Snack Foods
J.R. Simplot Co.....
J.M. Smucker Co
JBS USA
(L[0T To o —
Keystone Foods
Kraft FOOdS INC. vvvvvvvvsssssssssssnsssnnn 6
Lactalis American Group INc. ..........
Lancaster Colony COrp. ... 84
Land O Lakes Inc
Leprino Foods Co. .......c.....
Maple Leaf FOOS.......vvevrvevrrvrrnen
Mars Inc.
McCain Foods...
McCormick & Co. ...

McKee Foods Corp. ...
Michael Foods
MillerCoors LLC
Molson Coors CO. .......ccvveee
MOM Brands.............
Mondelez International .
National Grape COOperative ............. 9
Nestle
0SI Group
Parmalat Canada
PepSICO INC. .vvvvvrrrrrn
Perdue Farms...
Pilgrim s Pride
Pinnacle FOOS w..vvvvvvvvesvssvsssssnns
Post Foods

Prairie Farms Dairy Inc. ......
Reser s Fine Foods ...
Rich Products Corp. ..
Sanderson Farms
SAPULD INC. .o
Sargento Foods Inc. ...
Schreiber Foods Inc. .........
Schwan Food C0. ....cvvvvees
Seaboard Corp.....
Seneca Foods Inc..
Simplot
Smith eld FOods INC. ...ovcvverrvvsrreees 8
Smucker.
Snyder s-Lance Inc
Sunkist Growers........
TreeHouse Foods Inc.
Tyson FO0dS INC. .vvvvevvrves
Unilever North America
Wells Enteprises INC. ........
Weston Foods
WhiteWave Foods
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gures are in millions of U.S. dollars

Prevnous 2012 Food 2011 Food 2012 Total 2012 Net 2011 Net
Ranklng Ranklng Company Name Sales BEIES Company Sales | Income (-Loss) | Income (-Loss)

Pepsico Inc. 37,618 38,396 65,492 6,178 6,443R
2 2 Tyson Foods Inc. (10/1/12) 31,614 30,975 33,278 576 733
3 8 Nestle (U.S. & Canada) 27,200 26,200 101,000 11,600 10,500
4 6 JBS USA 20,979¢ 19,932¢F 36,943 2,152 1,688
5 5 Anheuser-Busch InBev 16,028 15,304 39,758 9,434 7,959
6 4 Kraft Foods Group Inc. 14,426 18,655°F 18,339 1,642 il 77
7 8 General Mills Inc. (6/26/13) 12,547 12,464 17,774 1,893 1,589
8 9 Smith eld Foods Inc. (4/28/13) 11,753 11,628R 13,221 184 361
9 7 Dean Foods Co. 11,462 12,698 11,462 161 (-1,592)
10 10 Mars Inc. 11,000 10,500 33,000 NA-Private NA-Private
1 1 Coca-Cola Co. 10,515 9,861 48,017 9,086 8,646R
12 13 ConAgra Foods Inc. (5/29/13) 10,324 8,377 15,491 786 474
13 14 Cargill Inc. (5/31/13) 10,000¢& 9,000¢Fr 133,859 1,175 2,690
14 12 Kellogg Co. 9,539 8,873 14,197 961 864R
15 15 Hormel Foods Corp. 8,231 7,895 8,231 504 479
16 16 MillerCoors LLC 7,761 7,550 7,761 1,191 1,004
17 18 Pilgrim s Pride 7,249 6,779 8,121 174 (-497)
18 21 Unilever North America 7111 6,483R 67,824 6,539 5,986
19 NR Mondelez International 6,903 6,833°F 35,015 1,567 1,737°F
20 20 Hershey Co. 6,644 6,081 6,644 661 629
21 19 Saputo Inc. (3/31/13) 6,600 6,423 6,600 362 427
22 31 Bimbo Bakeries USA 6,062¢ 3,843F 13,297 567 404
23 22 Dr. Pepper Snapple Group 5,285 5,903 5 L5 629 606
24 28 J.M. Smucker Co. (4/30/13) 5,898 5,526 5,898 544 460
25 23 Maple Leaf Foods 4,865 4,894 4,865 115 82
26 29 Land O Lakes Inc.® 4,800 4,344 14,100 241 182
27 25 H.J. Heinz Co. (4/28/13) 4,570 4,661 11,529 1,013 978
28 17 Dole Food Co. Inc. 4,247 4,778R 4,247 (-142) 42
29 30 Campbell Soup Co. (7/31/12) 4,110 4,100R 7,707 764 802
30 NR Hillshire Brands (6/30/12) 3,964 3,896 4,094 (-22) 568
31 26 Perdue Farms (3/31/13) 3,860¢F 3,025R 6,391 NA-Private NA-Private
32 33 Brown-Forman Corp. 3,784 3,614 3,784 519 513
33 37 Del Monte Foods (5/1/13) 3,676 3,101 3,676 3 223R
34 32 Agropur Cooperative (10/31/12) 3,640 3,651 3,640 39 43
&5 34 E&J Gallo Winery 3,400¢ 3,400¢ 3,400¢ NA-Private NA-Private
36 36 Chiquita 3,078 3,139 3,078 (-403) 57
37 38 Flowers Foods Inc. 3,046 2,773 3,046 136 123
38 39 Constellation Brands (2/29/13) 2,796 2,654 2,796 388 445
39 43 McCain Foods (6/30/12) 2,500¢ 2,300 7,000 NA-Private NA-Private
42 Rich Products Corp. 2,500 2,400 3,100 NA-Private NA-Private
41 41 Pinnacle Foods 2,478 2,470 2,478 53 (-47)
42 54 Sanderson Farms 2,386 1,978 2,386 54 (-127)
43 43 Keystone Foods 2,300¢ 2,300¢ 2,300¢ NA (-399)?
44 43 Great Lakes Cheese Co. 2,250¢F 1,900¢ 2,250¢F NA-Private NA-Private
45 45 Foster Farms LLC 2,200 2,200 2,200 NA-Private NA-Private
46 50 TreeHouse Foods Inc. 2,182 2,050 2,182 88 94
47 48 Borden Dairy Co. 2,100¢ 2,100¢ 2,100¢ NA NA
48 49 Molson Coors Co. (Canada only) 2,037 2,067 3,917 442 674
49 52 California Dairies Inc. 2,000¢ 2,000¢ 3,000¢ NA NA
73 OSI| Group 2,000¢ 1,100F 5,900 NA-Private NA-Private
45 H.P. Hood Inc. 2,000 2,200 2,000 NA-Private NA-Private
52 NR WhiteWave Foods 1,937 1,717°F 1,937 173 142PF
53 51 Seaboard Corp. 1,926 2,005 6,189 282 346
54 55) Schreiber Foods Inc. 1,900¢ 1,900¢ 4,100¢ NA-Private NA-Private
55) 60 Michael Foods 1,856 1,767 1,856 30 14

joitnobooliboOo0oooioomooooooioboom oOoooobooooomimoiooo



Prevnous 2012 Food 2011 Food 2012 Total
Ranklng Ranklng Company Name BEIES Sales Company Sales

58
59
60
61

64
65
66
67
68

69

71
72
73
74
75
76

78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100

NOTES: All

58
59
47
57
52
62
69
64
61
90
63
66

67

77
65
70
68
72
71
7S
NR
73
80
76
94
40
82
81
NR
77
84
94
88
83
93
89
85
92
86
91
94
94
100
NR

gures are in millions of U.S. dollars. We count only
U.S.- and Canadian-manufactured products for the quali ed Food

Glanbia USA

Schwan Food Co.

Weston Foods

Parmalat Canada

Cott Corp.

Associated Milk Producers
Prairie Farms Dairy Inc. (9/30/12)
AdvancePierre Foods LLC
McCormick & Co. Inc. (11/30/12)
Snyder’s-Lance Inc.

Lactalis American Group Inc.
Canada Bread Co.

Dannon Co. Inc.

American Foods Group LLC
(9/30/12)

Hilmar Cheese Co.

American Crystal Sugar Co.
Beam Inc.*

J. R. Simplot Co. (8/31/12)
Leprino Foods Co.

Seneca Foods Inc. (3/31/13)
McKee Foods Corp.

Grassland Dairy

Wells Enteprises Inc.

Darigold (3/31/13)
Colgate-Palmolive Co.

Reser’s Fine Foods

Hostess Brands®

Hain Celestial Group
Lancaster Colony Corp. (6/30/12)
Post Foods

Dairy Farmers of America®
Gilster-Mary Lee Corp.
Chobani Inc.

Diamond Foods Inc.
Agri-Mark

CROPP Cooperative/Organic Valley
Hearthside Food Solutions LLC
Sunkist Growers (10/31/12)
J&J Snack Foods (9/24/13)
Foremost Farms USA

MOM Brands®

Golden State Foods

Sargento Foods Inc. (6/30/12)
National Grape Cooperative
B&G Foods Inc.

1,800F
1,800F
1,765
1,718
1,707
1,700¢
1,700¢
1,700
1,662
1,619
1,600¢F
1,567
1,545

1,500¢

1,500¢
1,479
1,451
1,450¢F
1,300
1,276
1,200E
1,200
1,150¢
1,110
1,052
1,050
1,000¢
992
989
959
930
920
900F
899
880
860
840
834
831
800F
795
710F
680F
650
634

Sales column; for most international corporations, Net Income rep-
resents the global company.

Dates in parentheses (e.g., 6/26/13) are when the scal year end-

ed for some companies; all other years are calendar years.
1. This scal year was 53 weeks.

2. Total income gure is for parent Marfrig Alimentos SA, Brazil
3. For Land O Lakes, Dairy Farmers and other dairy co-operatives,

Food gure does not include raw milk transported.

All

1,600
1,800¢F
1,772
1,628R
1,809
2,000¢
1,600F
1,600F
1,590
1,635
1,600
1,596
1,450R

1,428F

1,000¢
1,543
1,272
1,400F
1,250
1,258R
1,100F
1,200
1,100
933
1,032
700
2,500
910
923
NA
1,000
880
700F
816
900
715
804
863
744
850¢F
750
700¢F
700F
641
544

7,500¢
3,600¢
32,742
1,718
2,251
1,700¢
1,7008
1,700
4,014
1,619
1,600¢
1,567
1,545

2,500¢

1,900¢
1,479
3,070
5,700¢
2,600
1,276
1,200
1,200
1,150¢
2,500
17,085
1,050
1,000¢
1,378
1,131
959
12,100
920
1,000¢
981
880
860
840
1,004
831
1,600F
795
5,000¢
975¢
650
634

gures are in millions of U.S. dollars

2012 Net

Income (-Loss)

NA-Private
726
NA
52
NA
NA
NA-Private
408
59
NA
74
NA

NA-Private

NA
548
382

NA-Private
NA-Private
41
NA-Private
NA
NA-Private
NA
2,472
NA-Private
NA-Private

79

96

50

83

NA-Private
NA-Private
(-86)
10
NA
NA-Private
4
54
NA
NA-Private
NA-Private
NA-Private
20
59

4. Beam Inc. formerly was part of Fortune Brands.
5. Hostess gure is for the new Hostess Brands, and gures are 2013
estimates.

6. MOM Brands formerly was Malt-O-Meal Co.

PF. Pro forma gure

E. Estimate

R. Figure is restated from what we carried last year

NR. Not ranked previously

NA. Not available

2011 Net
Income (-Loss)

NA-Private
919
NA
41
NA
NA
NA-Private
374
38
NA
52
NA

NA-Private

NA
805
911
NA-Private
NA-Private
1
NA-Private
NA
NA-Private
NA
2,431
NA-Private
NA-Private
55
106
NA
40
NA-Private
NA-Private
50
15
NA
NA-Private
6
55
NA
NA-Private
NA-Private
NA-Private
25
50
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BLUE

Water-Soluble
Coenzyme Q10!

e Necessary for Cell Energy
e 10% and 40% Concentration
® Enhanced Bioavailability

e |deal for Functional
Beverages

e Functional Energy Drinks

e Chewable Tablets, Sachets
or Stick Packs

® Soluble in cold water

e NO EMULSIFIERS - stays in
solution

e Micro-encapsulated by Blue
California

Developed by Blue California

, . Corporate Headquarters
Lo Garlifornia | St
Rancho Santa Margarita CA 92688
Tel 949-635-1991 Fax 949-635-1988
Email sales@bluecal-ingredients.com

NATURE + SCIENCE + INNOVATION

Visit Our Website At www.bluecal-ingredients.com
© 2013 Blue California. All rights reserved.




and CEO David Murdock. He wants to buy
the company back, just as he did in 2003. In
addition to its 2012 loss, Dole lost money in
2010.

But thats it: only four losers this year
(based on 2012 gures), down from six last
year, but not as wonderful as the two re-
ported in 2010. Also turning around 2011
loses were Pinnacle Foods (No. 41) and
Sanderson Farms (No. 42).

Pinnacle, by the way, is now a public
company. Blackstone Group owned all of
this collection of well known but second-
place brands (Swanson frozen dinners, Dun-
can Hines baking mixes, Van de Kamps

sh) but took it public in March of this year.

As for other top-line gures, 34 of these
companies reported increased pro tsin 2012
vs. 26 whose pro ts dropped; 63 saw sales in-
creases in 2012 and only 19 reported declines
(in both cases, we only count movements of
more than 1 percent). And while we manage
to get or estimate sales for all these compa-
nies, we dont ever get pro t or loss gures
for the private companies.

Some signi cant movers

e biggest increase (82 percent) this year
belongs to low-pro le OSI Group (No. 50).

e privately held company, one of McDon-
ald s restaurants original suppliers, wouldn t
comment for this report, but it has been rid-
ing a wave of growth on two fronts. Its in-
ternational reach has been exploding lately,
with new plants in India, Poland, China
and Hungary. But its also been expanding
in the U.S., building production facilities in
Geneva, Ill., and West Jordan, Utah, as well
as opening a customer culinary center at its
Aurora, Ill., headquarters.

Although it already had been the larg-
est baker in the U.S., No. 22 Bimbo Baker-
ies USA got 57 percent bigger in 2012. At
the end of 2011, its Mexican parent, Grupo
Bimbo SAB de CV, completed its acquisition
of Sara Lees North American Fresh Bakery
business. Sales of the Sara Lee product lines
were not disclosed but were huge, as Grupo
Bimbo paid $959 million for the business.
Bimbo immediately promised it would invest
more than $1 billion in the U.S. over the next

ve years to consolidate and create a more ef-
cient manufacturing and service platform.

No. 81 Reser s Fine Foods had a nice (50
percent) bump thanks to two 2012 acquisi-
tions: Vaughan Foods (fresh cut produce)
and Orval Kent (fresh cut fruit and prepared
refrigerated salads), plus organic growth.

In its annual report, Sanderson Farms
tells a story that represents the improved
pro tsat most poultry companies:

Our average sales price for poultry prod-
uctsduring scal 2012 was 16.2 percent higher
than a year ago. While this increase was o set
slightly by the increase in our feed costs, we
still realized a signi cant improvement in our

operating margins this
with last year.

Revenue growth was driven by improved
market prices for our poultry products, higher
volumes as a result of moving our new Kin-
ston, North Carolina, plant to near full pro-
duction and steady consumer demand for our
products at the retail grocery store level

scal year compared
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While the market for boneless breast meat re-
mained relatively soft through the year, mar-
ket prices still improved by 9.1 percent com-
pared with scal 2011 [re ecting] continued
weak demand for almost all protein con-
sumed away from home, as restaurant tra ¢
hasbeena ected by persistently high national
unemployment rates and general consumer

concerns... Jumbo wings were a bright spot

prices were higher by 81.2 percent... Poultry
exports for calendar 2012 were up approxi-
mately 10 percent through October compared
with last year. Prices paid for corn and soy-
bean meal, the company s primary feed ingre-
dients, increased during the year, with a very
steep increase in the fourth quarter. Overall,

HE R[N LA B

REACO

PRODUCTS

Hygienic color-co,

for food proc

Visit remcoproducts.com/FP8 to download our color-coding kit
that includes a white paper, a checklist and a worksheet.

4735 W. 106th Street o Zionsville, Indiana 46077 « (317) 876-9856 e FAX (317) 876-9858 or (800) 585-8619
shovels ® mixing paddles e scoops e scrapers e brushes e brooms e squeegees e handles e tubs

R [N " B n

we paid $50.6 million more for feed grain in
scal 2012 compared with scal 2011.

And while the company s note conclud-

ed with the usual caution for the new year,
market prices for grain have come o their
record highs reached in August [2012]
but they remain well above historical levels.

One company with quite a drop in sales
is No. 82 (formerly No. 40) Hostess Brands
LLC. s is the new Hostess, the businesses
owned by C. Dean Metropoulos and Apollo
Global Management, and as a result the g-
ure is kind of a scal 2013 estimate. Recall
that the old Hostess Brands Inc. was liquidat-
ed in March of this year, with other pieces go-
ing to Flowers Foods (No. 37), Grupo Bimbo,
McKee (No. 76) and United States Bakery.

So, all in all, it looks like 2012 was a
pretty good year for the food industry. And
with last summers drought and resulting
high crop prices behind us, 2013 looks to be
shaping up similarly. Tune in this time next
year to see if that holds true.

By the way, all this analysis harks back to
the end of these companies most current s-
cal year in most cases thats Dec. 31, 2012.
A few, however, have scal years that ended
early this year (General Mills as recently as
June 26, 2013), and we use those whenever
possible. For all, we use the most recent full
year nancial report available. (@

LOTS MORE
ON THE WEB
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INow we can mix
high viscosity
emulsions

600% fasteri

The Ross PreMax is the first batch rotor/stator mixer
that delivers both ultra-high shear mixing quality and
high-speed production. In side by side tests, the
PreMax produces thickened dressings and sauces
much faster than a traditional high shear mixer.

With a patented, high-flow rotor/stator design, the
PreMax also handles viscosities far beyond the

capacity of ordinary batch high shear mixers.

In many applications, this can eliminate

\ 1 the need for supplemental agitation.

Contact Ross today to
arrange a no-charge
test in our laboratory.

Call 1-800-243-R0OSS
Or visit mixers.com

The PreMax with a Delta generator
operates with a tip speed of 5,000 fpm
and handles viscosity up to 50,000 cP.

Q

Scan to learn more.
Free Tag Reader: http://gettag.mobi

*Patent No. 6,000,840
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DESPITE UNCERTAIN TIMES, ASSET SWAPPING CONTINUES

The Food Institute recorded 316 food industry mergers in 2012.

The Food Institute recorded 316 acqui-
sitions in 2012 in the broader food &
beverage industry, down about 17.1 per-
cent from 2011. True food processors
experienced a similar year in 2012 as
they did in 2011, with 83 total mergers
last year, compared with 79 in 2011. That
was the third straight year of increased
acquisitions after 2009 s low of 58.

The Food Institute, a nonpro t or-
ganization that collects and dissemi-
nates information about the industry,
includes in its de nition of the food
industry a number of other entities
on the accompanying table, as well as
brokers, consultants & other service
providers, investments rms & banks,
packaging & equipment suppliers, raw
product & ingredient suppliers, res-
taurants & foodservice, retailers, and
wholesalers & distributors.

The major food & beverage proces-
sors were active in 2012 and made deals

that are reshaping the business. Kellogg
Co. became the world s second-largest
savory snacks company with the $2.7
billion purchase of Procter & Gamble’s
Pringles brand, which earns $1.5 billion
in sales across more than 140 countries.
Campbell Soup Co. acquired Bolthouse
Farms for $1.55 billion in cash, a verti-
cally integrated food & beverage com-
pany focused on natural products with
signi cant market positions in fresh car-
rots, superpremium beverages and pri-
vate label products in the U.S.

The largest acquisition, announced
in late November, was the $6.8 bil-
lion purchase of Ralcorp Holdings by
ConAgra Foods. Spurned by Ralcorp
two years ago, ConAgra withdrew a
$94-a-share cash o er ($5.2 billion)
in September 2011, but returned to the
table with a new proposal of about
$4.95 billion (plus debt) for a smaller
Ralcorp, after the private label rm

spun o its Post Holdings business in
February. The merger will reportedly
create the largest private label pack-
aged food business in North America,
with approximately $4.5 billion in com-
bined annual private label sales.

ConAgra was busy last year, having
also bought the Bertolliand P.F. Chang s
Home Menu frozen meals businesses
from Unilever PLC for $267 million; and
Odom’s Tennessee Pride, a producer of
frozen and refrigerated breakfast sand-
wiches and sausages; and also Kanga-
roo Brands, a maker of pita chips.

General Mills made three deals.
Domestically, the Food Should Taste
Good snack brand will become part
of Small Planet Foods, General Mills
natural and organic products business.
In Brazil, General Mills found Yoki Ali-
mentos. In India was the spice/sauce
mix business of Parampara.

Continued on p45
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Brands You Count On,
People You Trust

As a long-time supplier to the food and beverage industry, Motion
Industries provides a wide range of products and services to
support all your industry needs from processing to packaging.
This includes new and innovative products designed specipcally
for the food and beverage industry. And, because we have
relationships with the suppliers you prefer, rest assured that you
get the products you count onOwhen you need them.
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And Motionis fully qualiped technical experts are ready to provide
the repair, fabrication and product modipcation services you
need. Whether you need help with electrical, yuid power, hose,
belting, process pumps, mechanical, or mill services, our service
centers utilize the latest testing equipment available.

Whatever your application, Motion Industries has the products
and services to keep your industrial site in motion.

Motion Industries...
Keeping Industry In Motion

PAltra  HEAT 0T
Industriai Motion IS T AT DIAMOND®

CHAIN COMPANY

reXNORD  Rexroth  BQms oy e

SCHAEFFLER GROUP

SPROCKET & GEAR, INC.
||||||||||

ECEd 4SvCc Sumitomo  TIMKEN — ZTSUBAKI

Drive Technologies

m ® MOTION®
4 INDUSTRIES
Keeping Industry in Motion
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