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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended October 5, 2013

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to

Commission file number 1-16247

FLOWERS FOODS, INC.

(Exact name of registrant as specified in its charter)
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GEORGIA 58-2582379
(State or other jurisdiction of (LLR.S. Employer
incorporation or organization) Identification Number)

1919 FLOWERS CIRCLE, THOMASVILLE, GEORGIA
(Address of principal executive offices)
31757
(Zip Code)
229/226-9110
(Registrant s telephone number, including area code)
N/A

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~
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Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of large accelerated filer , accelerated filer , and smaller reporting

company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer x Accelerated filer

Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable
date.

TITLE OF EACH CLASS OUTSTANDING AT NOVEMBER 1, 2013
Common Stock, $.01 par value 208,526,520
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Forward-Looking Statements

Statements contained in this filing and certain other written or oral statements made from time to time by the company
and its representatives that are not historical facts are forward-looking statements as defined in the Private Securities
Litigation Reform Act of 1995. Forward-looking statements relate to current expectations regarding our future
financial condition and results of operations and are often identified by the use of words and phrases such as

anticipate, believe, continue, could, estimate, expect, intend, may, plan, predict, project,
to, isexpectedto or will continue, or the negative of these terms or other comparable terminology. These
forward-looking statements are based upon assumptions we believe are reasonable.

Forward-looking statements are based on current information and are subject to risks and uncertainties that could
cause our actual results to differ materially from those projected. Certain factors that may cause actual results,
performance, liquidity, and achievements to differ materially from those projected are discussed in this report and may
include, but are not limited to:

unexpected changes in any of the following: (i) general economic and business conditions; (ii) the
competitive setting in which we operate, including, advertising or promotional strategies by us or our
competitors, as well as changes in consumer demand; (iii) interest rates and other terms available to us on
our borrowings; (iv) energy and raw materials costs and availability and hedging counter-party risks;

(v) relationships with or increased costs related to our employees, independent distributors and third party
service providers; and (vi) laws and regulations (including environmental and health-related issues),
accounting standards or tax rates in the markets in which we operate;

the loss or financial instability of any significant customer(s);

our ability to execute our business strategy, which may involve integration of recent acquisitions or the
acquisition or disposition of assets at presently targeted values;

our ability to operate existing, and any new, manufacturing lines according to schedule;

the level of success we achieve in developing and introducing new products and entering new markets;

changes in consumer behavior, trends and preferences, including health and whole grain trends, and the
movement toward more inexpensive store-branded products;

our ability to implement new technology and customer requirements as required;
the credit and business risks associated with independent distributors and our customers which operate in the

highly competitive retail food and foodservice industries, including the amount of consolidation in these

Table of Contents 5

shot



Edgar Filing: FLOWERS FOODS INC - Form 10-Q

industries;

changes in pricing, customer and consumer reaction to pricing actions, and the pricing environment among
competitors within the industry;

consolidation within the baking industry and related industries;

the failure of our information technology systems to perform adequately, including any interruptions,
intrusions or security breaches of such systems;

any business disruptions due to political instability, armed hostilities, incidents of terrorism, natural
disasters, technological breakdowns, product contamination or the responses to or repercussions from any of
these or similar events or conditions and our ability to insure against such events; and

regulation and legislation related to climate change that could affect our ability to procure our commodity

needs or that necessitate additional unplanned capital expenditures.
The foregoing list of important factors does not include all such factors, nor necessarily present them in order of
importance. In addition, you should consult other disclosures made by the company (such as in our other filings with
the Securities and Exchange Commission ( SEC ) or in company press releases) for other factors that may cause actual
results to differ materially from those projected by the company. Please refer to Part I, Item 1A., Risk Factors, of our
Form 10-K filed on February 20, 2013 for additional information regarding factors that could affect the company s
results of operations, financial condition and liquidity.

We caution you not to place undue reliance on forward-looking statements, as they speak only as of the date made and
are inherently uncertain. The company undertakes no obligation to publicly revise or update such statements, except
as required by law. You are advised, however, to consult any further public disclosures by the company (such as in
our filings with the SEC or in company press releases) on related subjects.

We own or have rights to trademarks or trade names that we use in connection with the operation of our business,
including our corporate names, logos and website names. In addition, we own or have the rights to copyrights, trade
secrets and other proprietary rights that protect the content of our products and the formulations for such products.
Solely for convenience, some of the trademarks, trade names and copyrights referred to in this Form 10-Q are listed
without the ©, ® and  symbols, but we will assert, to the fullest extent under applicable law, our rights to our
trademarks, trade names and copyrights.
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FLOWERS FOODS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(Amounts in thousands except share data)

(Unaudited)
October 5,2013  December 29, 2012

ASSETS
Current Assets:
Cash and cash equivalents $ 10,655 $ 13,275
Accounts and notes receivable, net of allowances of $3,445 and $386,
respectively 266,839 256,235
Inventories, net:
Raw materials 35,491 32,731
Packaging materials 21,542 18,885
Finished goods 46,406 39,394

103,439 91,010
Spare parts and supplies 47,511 45,239
Deferred taxes 29,572 29,198
Other 29,162 29,494
Total current assets 487,178 464,451

Property, Plant and Equipment, net of accumulated depreciation of

$884,254 and $811,161, respectively 893,708 725,836
Notes Receivable 134,176 102,723
Assets Held for Sale  Distributor Routes 31,392 30,116
Other Assets 15,339 14,442
Goodwill 276,230 269,897
Other Intangible Assets, net 663,393 388,384
Total assets $ 2,501,416 $ 1,995,849
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LIABILITIES AND STOCKHOLDERS EQUITY

Current Liabilities:

Current maturities of long-term debt and capital lease obligations
Accounts payable

Other accrued liabilities

Total current liabilities

Long-term Debt:
Total long-term debt

Other Liabilities:
Post-retirement/post-employment obligations
Deferred taxes

Other

Total other liabilities

Stockholders Equity:

Preferred stock  $100 stated par value, 200,000 authorized and none
issued or outstanding

Preferred stock  $.01 stated par value, 800,000 authorized and none
issued or outstanding

Common stock ~ $.01 stated par value and $.001 current par value,
500,000,000 authorized shares, 228,729,585 shares and 152,488,008
shares issued, respectively

Treasury stock 20,203,065 shares and 14,214,819 shares, respectively
Capital in excess of par value

Retained earnings

Accumulated other comprehensive loss

Total stockholders equity

Total liabilities and stockholders equity

(See Accompanying Notes to Condensed Consolidated Financial Statements)
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$

$

23,171
157,154
140,235

320,560

903,451

139,895
74,413
56,776

271,084

199
(187,952)
589,067
720,576
(115,569)

1,006,321

2,501,416

$

71,996
153,956
129,006

354,958

535,016

159,158
39,206
48,891

247,255

199
(196,465)
571,924
597,629
(114,667)

858,620

1,995,849
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FLOWERS FOODS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Amounts in thousands except per share data)

(Unaudited)
For the For the
Twelve Weeks Ended Forty Weeks Ended
October 5, 20130ctober 6, 2012 October 5, 2013 October 6, 2012
Sales $ 878,492 $ 717,282 $2,907,455 $ 2,297,049
Materials, supplies, labor and other production
costs (exclusive of depreciation and
amortization shown separately below) 467,798 382,508 1,524,710 1,227,144
Selling, distribution and administrative
expenses 327,529 257,326 1,064,914 833,829
Depreciation and amortization 29,837 24,757 89,769 76,751
Gain on acquisition (50,071)
Income from operations 53,328 52,691 278,133 159,325
Interest expense (7,077) (6,708) (22,087) (17,014)
Interest income 3,906 3,140 11,661 10,487
Income before income taxes 50,157 49,123 267,707 152,798
Income tax expense 16,269 17,892 75,333 55,244
Net income $ 33,888 $ 31,231 $ 192,374 $ 97,554
Net Income Per Common Share:
Basic:
Net income per common share $ 0.16 $ 0.15 $ 0.93 $ 0.48
Weighted average shares outstanding 208,428 207,040 207,747 204,522
Diluted:
Net income per common share $ 0.6 $ 0.15 $ 0.91 $ 0.47
Weighted average shares outstanding 212,364 209,576 211,727 207,165
Cash dividends paid per common share $ 0.1125 $ 0.1067 $ 03317 $ 0.3133

(See Accompanying Notes to Condensed Consolidated Financial Statements)
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FLOWERS FOODS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Amounts in thousands)

(Unaudited)
For the For the
Twelve Weeks Ended Forty Weeks Ended

October 5, 20130ctober 6, 2012 October 5, 2013 October 6, 2012
Net income $33,888 $ 31,231 $192,374 $ 97,554
Other comprehensive income, net of tax:
Pension and postretirement plans:
Amortization of prior service (credit) cost
included in net income (36) (36) (121) (121)
Amortization of actuarial loss included in net
income 763 679 2,543 2,264
Pension and postretirement plans, net of tax 727 643 2,422 2,143
Derivative instruments:
Net change in fair value of derivatives (1,585) 39 (17,124) 2,988
Loss (Gain) reclassified to net income 5,906 2,677 13,800 16,737
Derivative instruments, net of tax 4,321 2,716 (3,324) 19,725
Other comprehensive income (loss), net of tax 5,048 3,359 (902) 21,868
Comprehensive income $ 38,936 $ 34,590 $191,472 $ 119,422

(See Accompanying Notes to Condensed Consolidated Financial Statements)
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FLOWERS FOODS, INC.

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

(Amounts in thousands, except share data)

(Unaudited)

Common Stock Capital Accumulated Treasury Stock

Number of

in Excess Other
Par of Par  RetainedComprehensive Number of

Shares Issued Value Value  Earnings Loss Shares Cost Total

Balances at

December 29, 2012 152,488,008
Net income

Derivative instruments,
net of tax

Pension and
postretirement plans, net
of tax

Adjustment for 3 for 2
stock split (Note 1) 76,241,577
Exercise of stock
options

Deferred stock issuance
Amortization of
share-based payment
awards

Tax benefits related to
share-based payment
awards
Performance-contingent
restricted stock awards
supplemental grant for
exceeding TSR

(Note 12)

Stock repurchases
Dividends paid on
vested
performance-contingent
restricted stock awards
Dividends paid $0.3317
per common share

Balances at October 5,
2013 228,729,585
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$199 $571,924 $597,629 $(114,667) (14,214,819) $(196,465) $ 858,620
192,374 192,374

(3,324) (3,324)

2,422 2,422
(52) (6,860,135) (52)

539 891,160 10,677 11,216

(752) 54,120 752

11,430 11,430

6,800 6,800

(874) 63,232 874
(136,623) (3,790) (3,790)

(386) (386)

(68,989) (68,989)

$199 $589,067 $720,576 $(115,569) (20,203,065) $(187,952) $ 1,006,321
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FLOWERS FOODS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands)

(Unaudited)

CASH FLOWS PROVIDED BY (DISBURSED FOR) OPERATING
ACTIVITIES:
Net income

Adjustments to reconcile net income to net cash provided by operating

activities:
Gain on acquisition
Stock based compensation

Loss reclassified from accumulated other comprehensive income to net

income

Depreciation and amortization

Deferred income taxes

Provision for inventory obsolescence
Allowances for accounts receivable
Pension and postretirement plans (benefit) expense
Other

Pension contributions

Changes in operating assets and liabilities:
Accounts and notes receivable, net
Inventories, net

Hedging activities, net

Other assets

Accounts payable

Other accrued liabilities

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS PROVIDED BY (DISBURSED FOR) INVESTING
ACTIVITIES:

Purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment

Repurchase of independent distributor territories

Principal payments from notes receivable

Proceeds from sales of distribution territories

Acquisition of businesses, net of cash acquired

Table of Contents

For the
Forty Weeks Ended
October 5,2013  October 6, 2012
$ 192,374 $ 97,554
(50,071)
12,698 7,012
21,622 24,972
89,769 76,751
(4,633) 3,155
1,170 804
3,992 1,995
(1,570) 1,208
(5,191) (1,452)
(12,760) (18,143)
(11,833) (30,518)
(13,257) (10,270)
(26,676) 5,627
(9,450) 10,343
4,952 10,761
29,124 2,430
220,260 182,229
(71,846) (49,188)
2,328 1,103
(23,631) (9,640)
16,353 11,056
14,604
(415,472) (318,426)
14
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NET CASH DISBURSED FOR INVESTING ACTIVITIES

CASH FLOWS PROVIDED BY (DISBURSED FOR) FINANCING
ACTIVITIES:

Dividends paid

Exercise of stock options

Excess windfall tax benefit related to share-based payment awards
Payments for debt issuance costs

Payment of financing fees

Stock repurchases

Change in bank overdraft

Proceeds from debt borrowings

Debt and capital lease obligation payments

Other financing activities

NET CASH PROVIDED BY FINANCING ACTIVITIES

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

(See Accompanying Notes to Condensed Consolidated Financial Statements)
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$

(477,664)

(69,375)
11,216
6,755

(2,111)
(3,790)
(614)

1,887,000
(1,574,245)
(52)

254,784

(2,620)
13,275

10,655

(365,095)

(64,426)
9,112
1,544

(3,877)

(13,587)
3,287
1,179,181

(922,014)
189,220

6,354
7,783

14,137
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FLOWERS FOODS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
1. BASIS OF PRESENTATION

INTERIM FINANCIAL STATEMENTS The accompanying unaudited condensed consolidated financial statements

of Flowers Foods, Inc. (the company , Flowers Foods , Flowers , us , we ,or our )have been prepared by the con
management in accordance with generally accepted accounting principles in the United States of America ( GAAP ) for
interim financial information and applicable rules and regulations of the Securities Exchange Act of 1934, as

amended. Accordingly, they do not include all of the information and footnotes required by GAAP for audited

financial statements. In the opinion of management, the unaudited condensed consolidated financial statements

included herein contain all adjustments (consisting of only normal recurring accruals) necessary to present fairly the
company s financial position, the results of its operations and its cash flows. The results of operations for the twelve

and forty week periods ended October 5, 2013 and October 6, 2012 are not necessarily indicative of the results to be
expected for a full fiscal year. The balance sheet at December 29, 2012 has been derived from the audited financial
statements at that date but does not include all of the information and footnotes required by GAAP for complete

financial statements. These financial statements should be read in conjunction with the audited consolidated financial
statements and notes thereto included in the company s Annual Report on Form 10-K for the fiscal year ended
December 29, 2012.

ESTIMATES The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates. The company believes the following critical
accounting estimates affect its more significant judgments and estimates used in the preparation of its consolidated
financial statements: revenue recognition, derivative instruments, valuation of long-lived assets, goodwill and other
intangibles, self-insurance reserves, income tax expense and accruals and pension obligations. These estimates are
summarized in the company s Annual Report on Form 10-K for the fiscal year ended December 29, 2012.

REPORTING PERIODS The company operates on a 52-53 week fiscal year ending the Saturday nearest
December 31. Fiscal 2013 consists of 52 weeks, with the company s quarterly reporting periods as follows: first
quarter ended April 20, 2013 (sixteen weeks), second quarter ended July 13, 2013 (twelve weeks), third quarter ended
October 5, 2013 (twelve weeks) and fourth quarter ending December 28, 2013 (twelve weeks).

STOCK SPLIT On May 22, 2013, the board of directors declared a 3-for-2 stock split of the company s common
stock. The record date for the split was June 5, 2013, and new shares were issued on June 19, 2013. All share and per
share information has been restated for all prior periods presented giving retroactive effect to the stock split in the
accompanying footnotes.

SEGMENTS Flowers Foods currently operates two business segments: a direct-store-delivery segment ( DSD

segment ) and a warehouse delivery segment ( warehouse segment ). The DSD segment (82% of total sales) operates 36
bakeries that market a wide variety of fresh bakery foods, including fresh breads, buns, rolls, tortillas, and snack

cakes. These products are sold through a DSD route delivery system to retail and foodservice customers in the

Southeast, Mid-Atlantic, New England, and Southwest as well as in select markets in California and Nevada. The
warehouse segment (18% of total sales) operates 9 bakeries that produce snack cakes, breads and rolls for national

retail, foodservice, vending, and co-pack customers and deliver through customers warehouse channels. The

warehouse segment also operates one mix facility.
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SIGNIFICANT CUSTOMER  Following is the effect our largest customer, Walmart/Sam s Club, had on the company s
sales for the twelve and forty weeks ended October 5, 2013 and October 6, 2012. Walmart is the only customer to
account for 10% or more of the company s sales.

For the For the
Twelve Weeks Ended Forty Weeks Ended
October 5, 2013 October 6, 2012 October 5, 2013 October 6, 2012
(Percent of Sales) (Percent of Sales)
DSD segment 17.2% 16.9% 17.1% 17.6%
Warehouse segment 2.9 2.9 3.1 34
Total 20.1% 19.8% 20.2% 21.0%

SIGNIFICANT ACCOUNTING POLICIES There were no significant changes to our critical accounting policies for
the quarter ended October 5, 2013 from those disclosed in the company s Annual Report on Form 10-K for the fiscal
year ended December 29, 2012.
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ACQUISITIONS  On February 25, 2013, the company announced the completion of its acquisition from BBU, Inc., a
subsidiary of Grupo Bimbo S.A.B. de C.V. ( BBU ), of (1) the perpetual, exclusive, and royalty-free licenses to the
Sara Lee and Earthgrains brands for sliced breads, buns, and rolls in the state of California and (2) a closed bakery in
Stockton, California for a total cash payment of $50.0 million. Additional disclosure regarding the acquisition is
included in Note 4, Acquisitions.

On January 11, 2013, the company announced that it had signed two asset purchase agreements with Hostess Brands,
Inc. ( Hostess ), as the stalking horse bidder for certain Hostess assets. One of the agreements provided for the purchase
by the company of Hostess Wonder, Nature s Pride, Merita, Home Pride and Butternut bread brands, 20 bakeries,
and 38 depots (the Acquired Hostess Assets ) for a purchase price of $360.0 million. The company paid $18.0 million
as a deposit for the Acquired Hostess Assets during our quarter ended April 20, 2013. On July 19, 2013, the company
completed the Acquired Hostess Assets acquisition for a total cash payment of $355.0 million as a result of a purchase
price adjustment related to the Butternut trademark. The total cash payment made by the company for the acquisition

in the the quarter ended October 5, 2013 was $337.0 million. The company purchased 36 of the 38 depots included in
the original bid. A second Hostess asset purchase agreement provided for the purchase of the Beefsteak brand for

$30.0 million that was topped by another bidder, as a result, the agreement terminated and we received a break-up fee
of $0.9 million during the first quarter of 2013.

On July 27, 2013, the company completed the acquisition of certain assets related to a bun line in Modesto, California
that will serve the California market for a total cash payment of $10.3 million.

2. RECENT ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED

In December 2011, the FASB issued guidance for offsetting (netting) assets and liabilities. This guidance requires
entities to disclose both gross information and net information about both instruments and transactions subject to an
agreement similar to a master netting agreement. This includes derivatives, sale and repurchase agreements and
reverse sale and repurchase agreements, and securities borrowing and securities lending arrangements. These
disclosures allow users of the financial statements to understand the effect of those arrangements on its financial
position. In January 2013 an amendment was issued for this guidance. This amendment clarifies that the scope applies
to derivative accounting including bifurcated embedded derivatives, repurchase agreements and reverse repurchase
agreements, and securities borrowing and securities lending transactions that are either offset or subject to an
enforceable master netting arrangement or similar agreement. This guidance is effective for annual reporting periods
beginning on or after January 1, 2013 and interim periods within those annual periods. These requirements are
retrospective for all comparative periods. The company is still analyzing the potential impact of this guidance on the
company s consolidated financial statements. This guidance will be effective for our fiscal 2014 which begins on
December 29, 2013. Our fiscal 2013 began on December 30, 2012 which was before the effective date of this new
guidance.
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3. COMPREHENSIVE INCOME (LOSS)

The company s total comprehensive income presently consists of net income, adjustments for our derivative financial
instruments accounted for as cash flow hedges, and various pension and other postretirement benefit related items.

During the forty weeks ended October 5, 2013, reclassifications out of accumulated other comprehensive loss were as

follows (amounts in thousands):

Amount reclassified from Accumulated Other Comprehensive Loss
Details about accumulatdcbotthe Twelor WeeKotnd¥deks Kffdetkd Line Item in the Statement

comprehensive income
components (Note 2)

Gains and losses on cash flow
hedges:

Interest rate contracts
Commodity contracts

Total before tax
Tax (expense) or benefit

Total net of tax

Amortization of defined benefit
pension items:

Prior-service credits

Actuarial losses

Total before tax
Tax (expense) or benefit

Total net of tax

Total reclassifications

Note 1:

2013
$ (@D
(9,582)

$ (9,603)
3,697

$ (5,906)

$ 60
(1,241)

$ (1,181)
454

$ (727)

$ (6,633)

October 5, October 5,

2013
$ (817
(21,622)

$ (22,439)
8,639

$ (13,800)

$ 199
(4,137)

$ (3,938)
1,516

$ (2,422)

$ (16,222)

Postretirement Plans, for additional information.

Note 2:
Note 3:

Where Net Income is Presented
Interest income (expense)
Cost of sales, Note 3

Total before tax
Tax (expense) or benefit

Net of tax

Note 1, below
Note 1, below

Total before tax
Tax (expense) or benefit

Net of tax benefit

Net of tax benefit

These items are included in the computation of net periodic pension cost. See Note 13,

Amounts in parentheses indicate debits to determine net income.

Amounts are presented as an adjustment to reconcile net income to net cash provided by

operating activities on the Condensed Consolidated Statements of Cash Flows.
During the forty weeks ended October 5, 2013, changes to accumulated other comprehensive loss, net of income tax,
by component were as follows (amounts in thousands):
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Defined Benefit
Gains/Losses on  Pension Plan
Cash Flow Hedges Items Total
Accumulated other comprehensive loss,
December 29, 2012 $ (4,1000 $ (110,567) $(114,667)
Other comprehensive income before
reclassifications (17,124) (17,124)
Reclassified to earnings from accumulated
other comprehensive income 13,800 2,422 16,222
Accumulated other comprehensive loss,
October 5, 2013 $ (7,424) $ (108,145) $(115,569)

10
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4. ACQUISITIONS
Modesto acquisition

On July 27, 2013, the company completed the acquisition of certain assets related to a bun line in Modesto, California
that will serve the California market for a total cash payment of $10.3 million. This acquisition is included in our DSD
segment and the total goodwill for this acquisition was $4.2 million.

Acquired Hostess Assets

On July 19, 2013, the company completed its acquisition of the Acquired Hostess Assets for a total cash payment of
$355.0 million. The company had previously announced its agreement with Hostess to purchase the Acquired Hostess
Assets for $360.0 million, and the bankruptcy court approved the sale in March 2013. The final purchase price paid by
the company was adjusted to $355.0 million as a result of a purchase price adjustment related to the Butternut
trademark.

The company previously filed a complaint in July 2008 alleging that Hostess infringed upon Flowers Foods Nature s
Own trademarks by using or intending to use the Nature s Pride trademark. This lawsuit was settled at the closing of
the Acquired Hostess Assets acquisition and we recorded $1.4 million gain during the twelve weeks ended October 5,
2013 to reflect our estimate of the settlement fair value, determined as the saved future legal expenses as a result of the
settlement, at closing. The gain was recorded in selling, distribution and administrative expense in our Condensed
Consolidated Statements of Income.

We believe the acquisition of the Acquired Hostess Assets strengthens the company s position as the second-largest
baker in the U.S. by adding brands and bakeries that are expected to enhance our ability to steadily expand the
geographic reach of our fresh breads, buns, rolls and snack cakes into new markets. The Acquired Hostess Assets are
included in our DSD segment. Late in our third quarter we began to re-introduce the newly acquired brands into
markets we currently serve through our DSD segment and new markets as we expand into new regions of the country.
The re-introduction of the brands will continue over the next several months and throughout fiscal 2014.

During the forty weeks ended October 5, 2013, the company incurred $15.6 million of acquisition-related costs for the
Acquired Hostess Assets. A second proposed Hostess asset purchase agreement provided for the purchase of the
Beefsteak brand for $30.0 million. This second agreement was topped by another bidder and the agreement

terminated. In connection with this termination we received a break-up fee of $0.9 million during the first quarter of
2013. The acquisition-related costs and the break-up fee related to the second proposed Hostess acquisition are
recorded in the selling, distribution and administrative expense line item in our Condensed Consolidated Statements of
Income.

The following table summarizes the consideration paid for the Hostess Acquired Assets and liabilities assumed based
on the estimated fair value at the acquisition date (amounts in thousands and are preliminary):

Fair value of consideration transferred:
Cash consideration transferred $355,000

Recognized amounts of identifiable assets acquired and
liabilities assumed:
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Property, plant, and equipment $ 162,599
Identifiable intangible asset trademarks 193,000
Financial assets 661
Net recognized amounts of identifiable assets acquired $ 356,260
Gain on legal settlement (1,400)

Net recognized amounts of identifiable assets acquired and gain
on settlement $ 354,860

Goodwill $ 140

The goodwill is expected to be deductible for tax purposes and is included in our DSD segment. The fair values of the
acquired assets are provisional pending receipt of the final valuations for those assets.

Revenues were immaterial for the Acquired Hostess Assets during the twelve weeks ended October 5, 2013.

11
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Sara Lee and Earthgrains acquisition of trademark licenses

On February 23, 2013, the company completed its acquisition from BBU of (1) perpetual, exclusive, and royalty-free
licenses to the Sara Lee and Earthgrains brands for sliced breads, buns, and rolls in the state of California and (2) a
closed bakery in Stockton, California for a total cash payment of $50.0 million. In addition, we received a perpetual,
exclusive, and royalty-free license to the Earthgrains brand for a broad range of fresh bakery products in the
Oklahoma City, Oklahoma market area. The acquisition of the Oklahoma license was completed during fiscal 2012
for immaterial consideration. These acquisitions are included in our DSD segment.

The following table summarizes the consideration paid to acquire these licenses and the amounts of identified assets

acquired and liabilities assumed based on the estimated fair value at the acquisition date (amounts in thousands and
are preliminary):

Fair value of consideration transferred:

Cash consideration transferred $ 49,950
Contingently refundable consideration (the holdback ) (7,600)
Total consideration, net $ 42,350

Recognized amounts of identifiable assets acquired and
liabilities assumed:

Property, plant, and equipment $ 6,476
Identifiable intangible asset distribution rights 25,790
Identifiable intangible asset trademarks 79,500
Identifiable intangible asset customer relationships 12,000
Deferred income taxes, net (31,345)
Net recognized amounts of identifiable assets acquired $ 92,421
Bargain purchase gain $ 50,071

The primary reason for this acquisition was to expand the company s footprint into the California markets. The
trademarks are non-amortizable assets and the customer relationships are being amortized over 21 years. We believe
the acquisition resulted in a bargain purchase because the U.S. Department of Justice (the DOJ ) required BBU to
divest these assets, which resulted in a more favorable price to us than may have resulted from an arms-length
negotiation. The bargain purchase gain is recognized in the line item Gain on acquisition . The above purchase price
allocation is preliminary.

During the third quarter of 2013 we recorded a measurement period adjustment related to the distribution rights. The
fair value of the distribution rights was reduced by $2.0 million as additional information became available. This
reduction decreased the amount of the bargain purchase gain by $1.2 million, which is net of deferred taxes of $0.8
million. The measurement period adjustment was recorded as a revision to the first quarter 2013 Condensed
Consolidated Balance Sheet and the Condensed Consolidated Statements of Net Income.

The asset purchase agreement includes a holdback provision (the holdback ) in the amount of $10.0 million of the cash
consideration paid at closing that will remain in escrow until disbursed based on the possible occurrence of one of two
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triggering events. The purpose of the holdback is to encourage the company to increase production capacity serving

the California market. The first triggering event relates to the co-pack arrangement and the second triggering event
relates to the possible opening of the Stockton Bakery. We entered into a co-pack arrangement with BBU at the
acquisition date under which BBU is required to supply the company with Sara Lee and Earthgrains branded product
for a period of up to 18 months ending August 17, 2014. If we terminate the co-pack agreement ( co-pack decision ) or
reopen the Stockton Bakery ( bakery decision ) potential payments from the holdback will be made to us. The amount
of such payments is determined based on the company making the co-pack decision and/or the bakery decision by
certain specified dates. The total amount available under the holdback is capped at $10.0 million. The table below
reflects the potential payments under each scenario (amounts in thousands):

November 21, 2013 February 19, 2014

February 23, 2013 February 18, May 19, May 20, 2014
November 20, 2013 2014 2014 August 17, 2014
Co-pack decision $ 10,000 $ 7,500 $ 5,000 $
Bakery decision $ 10,000 $ 10,000 $ 7,500 $ 5,000

If we do not make the co-pack decision by May 19, 2014 or the bakery decision by August 17, 2014, any remaining
amount of the holdback will be distributed to BBU. The holdback fair value of $7.6 million represents our assessment
of the probability that we will terminate the co-pack arrangement and/or open the Stockton bakery. This probability
will be assessed at each reporting period and changes in the fair value of the holdback will be recorded through
earnings in the period of change. The holdback amount is recorded in accounts and notes receivable on the condensed
consolidated balance sheet. There were no material changes in this probability assessment in the second or third
quarter of fiscal 2013.

12
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Sales from the Sara Lee and Earthgrains acquisition during the twelve and forty weeks ended October 5, 2013 were
$25.4 million and $59.8 million, respectively. We incurred $1.5 million in acquisition-related costs during the forty
weeks ended October 5, 2013. These expenses are included in the selling, distribution and administrative line item in
the company s condensed consolidated statement of income. Since the acquisition date, we developed distribution
territories to sell to independent distributors who serve California. The territory development took place in several
phases in the first two quarters of fiscal 2013. Because of our decision to develop and market these territories, the
distribution rights intangible asset was recharacterized to territories held for sale immediately after the acquisition.

Lepage Acquisition

On July 21, 2012, we completed the acquisition of Lepage Bakeries, Inc. ( Lepage ) in two separate but concurrent
transactions. Pursuant to the Acquisition Agreement dated May 31, 2012 (the Acquisition Agreement ), by and among
Flowers, Lobsterco I, LLC, a Maine single-member limited liability company and direct wholly owned subsidiary of
Flowers ( Lobsterco I ), Lepage, RAL, Inc., a Maine corporation ( RAL ), Bakeast Company, a Maine general
partnership ( Bakeast Partnership ), Bakeast Holdings, Inc., a Delaware corporation ( Bakeast Holdings, and collectively
with Lepage, RAL and Bakeast Partnership, the Acquired Entities ), and the equityholders of the Acquired Entities
named in the Acquisition Agreement (collectively, the Equityholders ), Lobsterco I purchased from the Equityholders

all of the issued and outstanding shares of the Acquired Entities in exchange for approximately $318.6 million in cash

and $17.7 million in deferred obligations, which is the fair value of gross payments of $20.0 million.

Pursuant to the Agreement and Plan of Merger dated May 31, 2012 (the Merger Agreement ), by and among Flowers,
Lobsterco II, LLC, a Maine single-member limited liability company and direct wholly owned subsidiary of Flowers

( Lobsterco Il ), Aarow Leasing, Inc., a Maine corporation (  Aarow ), The Everest Company, Incorporated, a Maine
corporation ( Everest, and together with Aarow, the Acquired Companies ), and certain equityholders of Lepage, the
Acquired Companies merged with and into Lobsterco II (the Merger ) and all of the issued and outstanding shares of
common stock of the Acquired Companies were exchanged for 3,267,972 shares of Flowers common stock.

The Lepage acquisition has been accounted for as a business combination. The results of Lepage s operations are
included in the company s consolidated financial statements beginning on July 21, 2012 and are included in the
company s DSD operating segment.

The aggregate purchase price was $382.2 million as described in the table below. We incurred $7.1 million in
acquisition-related costs during fiscal 2012 for Lepage. These expenses are included in the selling, distribution and
administrative line item in the company s consolidated statement of income for the fifty-two weeks ending on
December 29, 2012.

The following table summarizes the consideration transferred to acquire Lepage and the amounts of identified assets
acquired and liabilities assumed based on the fair value at the acquisition date (amounts in thousands):

Fair value of consideration transferred:

Cash $ 318,605
Deferred payment obligations 17,663
Flowers Foods, Inc. common stock 45,887
Total fair value of consideration transferred $382,155
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Recognized amounts of identifiable assets acquired and
liabilities assumed:

Financial assets $ 11,658
Inventories 4,537
Property, plant, and equipment 59,970
Assets held for sale Distributor routes 16,098
Identifiable intangible assets 256,400
Deferred income taxes, net (1,137)
Financial liabilities (16,181)
Net recognized amounts of identifiable assets acquired $331,345
Goodwill $ 50,810
13
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Approximately $18.4 million of the cash consideration was for a tax adjustment paid to the Equityholders at the
closing of the acquisition in connection with certain incremental tax liabilities incurred by those Equityholders due to
the joint election made by the parties under Section 338(h)(10) of the Internal Revenue Code. Total goodwill
increased $0.9 million since the end of fiscal 2012, consisting of an increase of $0.3 million for the final working
capital adjustment payment, a decrease of $1.0 million for the final tax adjustment (recorded in financial liabilities in
the table above), an increase of $0.1 million for assets held for sale, and an increase of $1.5 million for accrued
liabilities (recorded in financial liabilities in the table above). The payment for the working capital adjustment was
$0.2 million and was made during our second quarter of fiscal 2013.

The deferred payment obligations represent the fair value of the fixed payments of $1,250,000 beginning on the first
business day of each of the sixteen calendar quarters following the fourth anniversary of the closing of the acquisition
(total of $20.0 million in gross payments). The first payment will be made by Flowers on October 1, 2016 and the
final payment will be made on July 1, 2020. The difference between the fair value and the gross payments of $2.3
million is recorded as a reduction to the liability and is being amortized to interest expense over eight years.

We issued 3,267,972 shares of Flowers common stock with a fair value of $45.9 million to certain equityholders of
Lepage. The number of shares issued was calculated by dividing $50.0 million by the average closing price of Flowers
common stock for the twenty consecutive trading day period ending five trading days prior to the closing. The shares
issued to the equityholders were separated into five categories with each category having a different holding period
requirement. As a result, each holding period had a fair value assignment based on an implied fair value which was
determined using the Black-Scholes call option formula for an option expiring on each restriction lapse date. The
estimated exercise price is equal to the stock price on the last trading day before the closing on July 21, 2012 of
$13.65. The table below outlines the determination of fair value and provides the assumptions used in the calculation:

Restriction lapse year 2012 2013 2014 2015 2016 Total
Value of Flowers shares issued (thousands) ~ $25,000 $10,000 $5,000 $5,000 $5,000 $50,000
Implied fair value of restricted shares

(thousands) $23,626 $ 9,154 $4447 $4363  $4297  $45887
Exercise price (per share) $ 1365 $ 1365 $13.65 $13.65 $13.65

Expected term (yrs) 0.37 1.00 2.00 3.00 4.00

Volatility (%) 25.0% 25.0% 25.0% 25.0% 25.0%

Risk-free rate (%) 0.1% 0.2% 0.2% 0.3% 0.4%

Dividend yield (%) 3.0% 3.0% 3.0% 3.0% 3.0%

The following table presents the intangible assets subject to amortization (amounts in thousands, except amortization

periods):

Weighted average

Amount amortization years
Customer relationships $ 69,000 25.0
Non-compete agreements 2,400 4.0
$ 71,400 243
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Lepage operates three bakeries, two in Lewiston, Maine, and one in Brattleboro, Vermont. Lepage serves customers in
the New England and New York markets with fresh bakery products sold under the Country Kitchen and Barowsky s

brands. This acquisition provides a DSD platform to more effectively market the Nature s Own and Tastykake brands
in the Northeast.

The primary reasons for the acquisition were to expand the company s footprint into the northeastern United States to
distribute Nature s Own and Tastykake products throughout the Lepage territories. In addition to the amortizable
intangible assets, there is an additional $185.0 million in indefinite-lived trademark intangible assets. Goodwill of
$50.8 million is allocated to the DSD segment. Approximately $11.0 million of goodwill is deductible for income tax
purposes over fifteen years.

The fair value of trade receivables is $7.4 million. The gross amount of the receivable is $7.5 million of which $0.1
million is determined to be uncollectible. We did not acquire any other class of receivables as a result of the
acquisition.

14
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Acquisitions Pro Forma

The following unaudited pro forma consolidated results of operations have been prepared as if the acquisitions of
Lepage and the Acquired Hostess Assets occurred at the beginning of fiscal 2012. Unaudited pro forma consolidated
results of operations for the Sara Lee and Earthgrains asset acquisitions are not included because the company
determined that they are immaterial. Hostess filed for bankruptcy and ceased operations in November 2012. As a
result, there were no sales related to the Acquired Hostess Assets for fiscal 2013 and no information to include in the
pro forma presentation below. Lepage has been included in our consolidated financial statements since the acquisition
in July 2012. The pro forma is as follows (amounts in thousands, except per share data):

For the Twelve Weeks For the Forty Weeks
Ended October 6, 2012 Ended October 6, 2012

Sales:

As reported $ 717,282 $ 2,297,049
Pro forma $ 913,524 $ 3,064,400
Net income:

As reported $ 31,231 $ 97,554
Pro forma $ 29,193 $ 91,625
Basic net income per common share:

As reported $ 0.15 $ 0.48
Pro forma $ 0.14 $ 0.44
Diluted net income per common

share:

As reported $ 0.15 $ 0.47
Pro forma $ 0.14 $ 0.44

These amounts have been calculated after applying the company s accounting policies and adjusting the results to
reflect additional depreciation and amortization that would have been charged assuming the fair value adjustments to
property, plant, and equipment, and amortizable intangible assets had been applied. In addition, pro forma adjustments
have been made for the interest incurred for financing the acquisition with our credit facility. Taxes have also been
adjusted for the effect of the items discussed. These pro forma results of operations have been prepared for
comparative purposes only, and they do not purport to be indicative of the results of operations that actually would
have resulted had the acquisition occurred on the date indicated or that may result in the future.

5. GOODWILL AND OTHER INTANGIBLES

Goodwill activity for the forty weeks ended October 5, 2013 and the balances as of 