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Item 8.01 Other Events.

As previously announced, on June 26, 2018, Conagra Brands, Inc., a Delaware corporation (the “Company”), entered into an Agreement and
Plan of Merger (the “Merger Agreement”) with Pinnacle Foods Inc., a Delaware corporation (“Pinnacle”), and Patriot Merger Sub Inc., a Delaware
corporation and wholly owned subsidiary of the Company (“Merger Sub”). The Merger Agreement provides for, among other things, the merger of Merger
Sub with and into Pinnacle, with Pinnacle continuing as the surviving corporation (the “Merger”). As a result of the Merger, Merger Sub will cease to exist,
and Pinnacle will survive as a wholly owned subsidiary of the Company.

This Current Report on Form 8-K is being filed to provide the consolidated financial statements of Pinnacle and pro forma financial
information set forth under Item 9.01 below, which are incorporated herein by reference.

The parties’ obligations to complete the Merger are conditioned upon approval of the Merger Agreement by the holders of at least a majority of
the outstanding shares of Pinnacle common stock and other customary closing conditions. Consummation of the Merger is not subject to a financing
condition.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Current Report on Form 8-K contains forward-looking statements within the meaning of the federal securities laws about the Company
and the Merger. These forward-looking statements are based on management’s current expectations and are subject to uncertainty and changes in
circumstances. Readers of this Current Report on Form 8-K should understand that these statements are not guarantees of performance or results. Many
factors could affect actual financial results and cause them to vary materially from the expectations contained in the forward-looking statements, including
those set forth in this Current Report on Form 8-K. These risks and uncertainties include, among other things: the failure to obtain Pinnacle stockholder
approval of the Merger; the possibility that the closing conditions to the Merger may not be satisfied or waived; delay in closing the Merger or the
possibility of non-consummation of the Merger; the risk that the cost savings and any other synergies from the Merger may not be fully realized or may take
longer to realize than expected, including that the Merger may not be accretive within the expected timeframe or to the extent anticipated; the occurrence of
any event that could give rise to termination of the Merger Agreement; the risk that stockholder litigation in connection with the Merger may affect the
timing or occurrence of the Merger or result in significant costs of defense, indemnification and liability; risks related to the disruption of the Merger to us
and our management; the effect of the announcement of the Merger on our ability to retain and hire key personnel and maintain relationships with
customers, suppliers and other third parties; our ability to achieve the intended benefits of recent and pending acquisitions and divestitures, including the
recent spin-off of our Lamb Weston business; the continued evaluation of the role of our Wesson ® oil business; general economic and industry conditions;
our ability to successfully execute our long-term value creation strategy; our ability to access capital on acceptable terms or at all; our ability to execute our
operating and restructuring plans and achieve our targeted operating efficiencies from cost-saving initiatives and to benefit from trade optimization
programs; the effectiveness of our hedging activities and our ability to respond to volatility in commodities; the competitive environment and related market
conditions; our ability to respond to changing consumer preferences and the success of our innovation and marketing investments; the ultimate impact of
any product recalls and litigation, including litigation related to the lead paint and pigment matters; actions of governments and regulatory factors affecting
our businesses, including the ultimate impact of recently enacted U.S. tax legislation and related regulations or interpretations; the availability and prices of
raw materials, including any negative effects caused by inflation or weather conditions; risks and uncertainties associated with intangible assets, including
any future goodwill or intangible assets impairment charges; and other risks described in our reports filed from time to time with the Securities and
Exchange Commission (the “SEC”).

Readers are cautioned not to place undue reliance on any forward-looking statements included in this communication, which speak only as of
the date of this communication. We undertake no responsibility to update these statements, except as required by law.



Additional Information and Where to Find It

In connection with the Merger, the Company filed a registration statement on Form S-4 that was declared effective by the SEC on
September 17, 2018. INVESTORS AND SECURITY HOLDERS ARE ENCOURAGED TO READ THE REGISTRATION STATEMENT AND ANY
OTHER RELEVANT DOCUMENTS FILED WITH THE SEC, INCLUDING THE DEFINITIVE PROXY STATEMENT/PROSPECTUS THAT IS A
PART OF THE REGISTRATION STATEMENT BECAUSE THEY CONTAIN IMPORTANT INFORMATION ABOUT THE PROPOSED
TRANSACTION. The final proxy statement/prospectus was mailed to stockholders of Pinnacle. Investors and security holders are able to obtain the
documents free of charge at the SEC’s website, www.sec.gov, from Pinnacle at its website, www.pinnaclefoods.com, or by contacting Pinnacle Investor
Relations at (973) 434-2924, or from the Company at its website, www.conagrabrands.com, or by contacting Conagra Investor Relations at (312)
549-5002.

Participation in Solicitation

The Company and Pinnacle and their respective directors and executive officers may be deemed to be participants in the solicitation of proxies
in respect of the Merger. Information concerning the Company’s participants is set forth in the proxy statement, filed August 9, 2018, for the Company’s
2018 annual meeting of stockholders as filed with the SEC on Schedule 14A. Information concerning Pinnacle’s participants is set forth in the proxy
statement, filed April 20, 2018, for Pinnacle’s 2018 annual meeting of stockholders as filed with the SEC on Schedule 14A. Additional information
regarding the interests of such participants in the solicitation of proxies in respect of the proposed transaction will be included in the registration statement
and proxy statement/prospectus and other relevant materials to be filed with the SEC when they become available.

 
Item 9.01 Financial Statements and Exhibits.

(a) Financial statements of businesses acquired

The audited consolidated financial statements of Pinnacle, the business to be acquired, and the notes thereto, as of December 31, 2017 and
December 25, 2016 and for the years ended December 31, 2017, December 25, 2016 and December 27, 2015, and the unaudited consolidated financial
statements as of July 1, 2018 and for the six months ended July 1, 2018 and June 25, 2017, are included as Exhibit 99.1 and Exhibit 99.2 hereto,
respectively, and are incorporated herein by reference.

(b) Pro forma financial information

The following unaudited pro forma condensed consolidated financial information of Conagra, giving effect to the proposed acquisition of Pinnacle, is
included in Exhibit 99.3 hereto and is incorporated herein by reference:
 

 •  Unaudited Pro Forma Condensed Consolidated Balance Sheet as of August 26, 2018; and
 

 •  Unaudited Pro Forma Condensed Consolidated Statement of Operations for the year ended May 27, 2018 and thirteen weeks ended
August 26, 2018.

(d) Exhibits
 

23.1   Consent of Deloitte & Touche LLP

99.1

  

Pinnacle Foods Inc. Audited Consolidated Financial Statements as of December 31, 2017 and December  25, 2016 and for the fiscal years ended
December 31, 2017, December 25, 2016 and December 27, 2015 (incorporated by reference to Pinnacle Food Inc.’s Annual Report on
Form  10-K for the fiscal year ended December 31, 2017)

99.2
  

Pinnacle Foods Inc. Unaudited Consolidated Financial Statements as of July 1, 2018 and for the Six Months Ended July  1, 2018 and June 25,
2017 (incorporated by reference to Pinnacle Food Inc.’s Quarterly Report on Form 10-Q for the fiscal quarter ended July 1, 2018)

99.3
  

Unaudited Pro Forma Condensed Consolidated Financial Information as of August 26, 2018 and for the fiscal year ended May 27, 2018 and
thirteen weeks ended August 26, 2018

https://content.edgar-online.com/ExternalLink/EDGAR/0001564822-18-000014.html?hash=d9f253e5d9d5f7b5fc7cda56e9bce3875ddf79d05387d49675714e28079471e5&dest=ANNUALREPORT2017123110-K_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001564822-18-000014.html?hash=d9f253e5d9d5f7b5fc7cda56e9bce3875ddf79d05387d49675714e28079471e5&dest=ANNUALREPORT2017123110-K_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001564822-18-000014.html?hash=d9f253e5d9d5f7b5fc7cda56e9bce3875ddf79d05387d49675714e28079471e5&dest=ANNUALREPORT2017123110-K_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001564822-18-000044.html?hash=4b4befeee6fc07c3e1e7ad0ed9bd221a08b20a05436fda96ef649416ef14eb99&dest=PINNP2018070110-Q_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001564822-18-000044.html?hash=4b4befeee6fc07c3e1e7ad0ed9bd221a08b20a05436fda96ef649416ef14eb99&dest=PINNP2018070110-Q_HTM


SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.

Date: October 9, 2018
 

CONAGRA BRANDS, INC.

By:  /s/ David S. Marberger
Name:  David S. Marberger
Title:  Executive Vice President and

 Chief Financial Officer



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-219411 on Form S-3, the Registration Statement on Form S-3 to be filed
and effective as of the date hereof, and Registration Statement Nos. 333-70476, 333-46962, 333-46960, 333-44426, 333-78063, 333-64633, 33-52330,
333-17549, 33-63061, 33-37293, 333-00997, 333-162180, 333-162137, 333-162136, and 333-199109 on Form S-8 of Conagra Brands, Inc. of our reports
dated March 1, 2018, relating to the consolidated financial statements and financial statement schedule of Pinnacle Foods Inc. and subsidiaries (the
“Company”), and the effectiveness of the Company’s internal control over financial reporting, appearing in the Annual Report on Form 10-K of Pinnacle
Foods Inc. and subsidiaries for the year ended December 31, 2017 and incorporated by reference in this Form 8-K of Conagra Brands, Inc.
 
/s/ Deloitte & Touche LLP

Parsippany, New Jersey
October 9, 2018



Exhibit 99.3

UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

On June 26, 2018, Conagra Brands, Inc. (“Conagra”), Patriot Merger Sub Inc., a wholly owned subsidiary of Conagra (“Merger Sub”), and Pinnacle Foods
Inc. (“Pinnacle”) entered into an Agreement and Plan of Merger pursuant to which Merger Sub would be merged with and into Pinnacle (the “merger”),
after which Pinnacle will survive the merger as a wholly owned subsidiary of Conagra.

The following unaudited pro forma condensed combined financial information is based on the historical consolidated financial information of Conagra and
Pinnacle and has been prepared to reflect the merger and related financing transactions. In connection with the merger, Conagra entered into the $9.0 billion
bridge credit facility. The commitments under the bridge credit facility were subsequently reduced by the $1.3 billion new term loan facility entered into on
July 11, 2018 with a syndicate of financial institutions. Conagra intends to replace the availability under the bridge credit facility with permanent or
alternative financing. Specifically, in connection with the merger, Conagra expects to incur up to $8.3 billion of long-term debt (which includes any funding
under the new term loan facility), the proceeds of which would be used to fund the payment of the cash portion of the merger consideration, the repayment
of Pinnacle debt, the refinancing of certain Conagra debt, and the payment of related fees and expenses. The permanent financing is also expected to include
the net cash proceeds from the issuance of approximately $575 million of equity securities.

The unaudited pro forma condensed combined financial information is provided for informational purposes only. The unaudited pro forma condensed
combined financial information is not necessarily indicative of operating results that would have been achieved had the merger been completed as of
May 29, 2017 and does not intend to project the future financial results of Conagra after the merger. The unaudited pro forma condensed combined balance
sheet does not purport to reflect what Conagra’s or Pinnacle’s financial condition would have been had the merger closed on August 26, 2018 or for any
future or historical period. The unaudited pro forma condensed combined financial information does not reflect the cost of any integration activities or the
benefits from the merger and the synergies that may be derived.

Conagra’s fiscal year ends in May, while Pinnacle’s fiscal year ends in December. The unaudited pro forma condensed combined balance sheet combines
the interim unaudited condensed consolidated balance sheet of Conagra as of August 26, 2018 and the interim unaudited condensed consolidated balance
sheet of Pinnacle as of July 1, 2018. The full-year unaudited pro forma condensed combined statement of operations for the fiscal year ended May 27, 2018
combines the audited consolidated statement of operations of Conagra for the fiscal year ended May 27, 2018 with the unaudited consolidated statement of
operations of Pinnacle for the four quarterly periods ended April 1, 2018. The statement of operations of Pinnacle for the four quarterly periods ended
April 1, 2018 was determined by adding Pinnacle’s unaudited consolidated statement of operations for the three months ended April 1, 2018 to Pinnacle’s
statement of operations for the fiscal year ended December 31, 2017, and subtracting Pinnacle’s unaudited consolidated statement of operations for the three
months ended March 26, 2017. The interim unaudited pro forma condensed consolidated statement of operations for the thirteen weeks ended August 26,
2018 combines the interim unaudited condensed statement of operations of Conagra for the thirteen weeks ended August 26, 2018 and the interim unaudited
condensed statement of operations of Pinnacle for the three months ended July 1, 2018.

The unaudited pro forma condensed combined financial information should be read in conjunction with the following information:
 

 •  Notes to the unaudited pro forma condensed combined financial information.
 

 •  Conagra’s Current Report on Form 8-K filed on June 27, 2018, including the exhibits thereto.
 

 •  Audited financial statements of Conagra as of and for the fiscal year ended May 27, 2018, which are included in Conagra’s Annual Report on
Form 10-K for the fiscal year ended May 27, 2018.



 •  Audited financial statements of Pinnacle as of and for the fiscal year ended December 31, 2017, which are included in Pinnacle’s Annual
Report on Form 10-K for the fiscal year ended December 31, 2017.

 

 •  Unaudited financial statements of Conagra as of and for the thirteen weeks ended August 26, 2018 and August 27, 2017, which are included in
Conagra’s Quarterly Report on Form 10-Q for the quarterly period ended August 26, 2018.

 

 •  Unaudited financial statements of Pinnacle as of and for the three months ended April 1, 2018 and March 26, 2017, which are included in
Pinnacle’s Quarterly Report on Form 10-Q for the quarterly period ended April 1, 2018.

 

 •  Unaudited financial statements of Pinnacle as of and for the six months ended July 1, 2018 and June 25, 2017, which are included in Pinnacle’s
Quarterly Report on Form 10-Q for the quarterly period ended July 1, 2018.
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Unaudited Pro Forma Condensed Combined Balance Sheet
As of August 26, 2018
(in millions)
 

   

Conagra 
Brands
Historical  

Pinnacle
Historical  

Pro Forma 
Adjustments  Pro Forma 

Current assets      
Cash and cash equivalents   $ 75  $ 80  $ 264  3(a)  $ 419 
Receivables, less allowance for doubtful accounts    599   265   —     864 
Inventories    1,109   508   29  3(d)   1,646 
Prepaid expenses and other current assets    225   16   —     241 
Current assets held for sale    39   —     —     39 

    
 

   
 

   
 

   
 

Total current assets    2,047   869   293   3,209 
    

 
   

 
   

 
   

 

Property, plant and equipment, net    1,636   754   129  3(e)   2,519 
Goodwill    4,499   2,175   3,486  2, 3(f)  10,160 
Brands, trademarks and other intangibles, net    1,275   2,463   2,224  3(g)   5,962 
Other assets    916   174   —     1,090 
Noncurrent assets held for sale    112   —     —     112 

    
 

   
 

   
 

   
 

  $ 10,485  $ 6,435  $ 6,132  $ 23,052 
    

 

   

 

   

 

   

 

Current liabilities      
Notes payable   $ 304  $ 2  $ (306) 3(b)  $ —   
Current installments of long-term debt    307   54   (353) 3(b)   8 
Accounts payable    984   329   —     1,313 
Accrued payroll    94   52   26  3(i)   172 
Other accrued liabilities    744   140   (101) 3(j)   783 

    
 

   
 

   
 

   
 

Total current liabilities    2,433   577   (734)   2,276 
    

 
   

 
   

 
   

 

Senior long-term debt, excluding current installments    3,038   2,704   5,634  3(b)   11,376 
Subordinated debt    196   —     —     196 
Other noncurrent liabilities    1,003   723   528  3(h,i)   2,254 

    
 

   
 

   
 

   
 

Total liabilities    6,670   4,004   5,428   16,102 
    

 
   

 
   

 
   

 

Commitments and contingencies      
Common stockholders’ equity      
Common stock    2,840   1   85  3(k)   2,926 
Additional paid-in-capital    1,166   1,457   (578) 3(k)   2,045 
Retained earnings    4,842   1,028   (1,124) 3(l)   4,746 
Accumulated other comprehensive income (loss)    (156)   (24)   110  3(k)   (70) 
Less treasury stock, at cost    (4,955)   (32)   2,211  3(k)   (2,776) 

    
 

   
 

   
 

   
 

Total Conagra Brands, Inc. common stockholders’ equity    3,737   2,430   704   6,871 
Noncontrolling interests    78   1   —     79 

    
 

   
 

   
 

   
 

Total stockholders’ equity    3,815   2,431   704   6,950 
    

 
   

 
   

 
   

 

  $ 10,485  $ 6,435  $ 6,132  $ 23,052 
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Unaudited Pro Forma Condensed Combined Statement of Operations
For the Fiscal Year Ended May 27, 2018
(in millions, except per share data)
 

   

Conagra 
Brands
Historical   

Pinnacle
Historical (n)  

Pro Forma 
Adjustments  

Pro 
Forma  

Net sales   $ 7,938   $ 3,157  $ —    $11,095 
Costs and expenses:       
Cost of goods sold    5,587    2,293   (16) 3(e)   7,864 
Selling, general and administrative expense    1,317    411   9  3(g,m)  1,737 
Interest expense, net    159    130   244  3(b)   533 

    
 

    
 

   
 

   
 

Income (loss) from continuing operations before income taxes and equity method
investment earnings    875    323   (237)   961 

Income tax expense (benefit)    175    (243)   (67) 3(c)   (135) 
Equity method investment earnings    97    —     —     97 

    
 

    
 

   
 

   
 

Income (loss) from continuing operations    797    566   (170)   1,193 
Less: Net income attributable to noncontrolling interests    3    —     —     3 

    
 

    
 

   
 

   
 

Net Income (loss) from continuing operations attributable to Conagra Brands, Inc.   $ 794   $ 566  $ (170)  $ 1,190 
    

 

    

 

   

 

   

 

Per share amounts:       
Basic   $ 1.97     $ 2.39 
Diluted   $ 1.95     $ 2.37 

Average shares outstanding:       
Basic    403.9     94.6  3(k)   498.5 
Diluted    407.4     94.6  3(k)   502.0 
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Unaudited Pro Forma Condensed Combined Statement of Operations
For the Thirteen Weeks Ended August 26, 2018
(in millions, except per share data)
 

   

Conagra 
Brands
Historical  

Pinnacle
Historical  

Pro Forma 
Adjustments  

Pro 
Forma  

Net sales   $ 1,834  $ 742  $ —    $2,576 
Costs and expenses:      
Cost of goods sold    1,319   530   1  3(e)   1,850 
Selling, general and administrative expense    257   109   (15) 3(g,m)  351 
Pension and postretirement non-service income    (10)   (1)   —     (11) 
Interest expense, net    49   30   56  3(b)   135 

    
 

   
 

   
 

   
 

Income (loss) from continuing operations before income taxes and equity method
investment earnings    219   74   (42)   251 

Income tax expense    57   18   (15) 3(c)   60 
Equity method investment earnings    16   —     —     16 

    
 

   
 

   
 

   
 

Income (loss) from continuing operations    178   56   (27)   207 
Less: Net income attributable to noncontrolling interests    —     —     —     —   

    
 

   
 

   
 

   
 

Net Income (loss) from continuing operations attributable to Conagra Brands, Inc.   $ 178  $ 56  $ (27)  $ 207 
    

 

   

 

   

 

   

 

Per share amounts:      
Basic   $ 0.45    $ 0.43 
Diluted   $ 0.45    $ 0.42 

Average shares outstanding:      
Basic    391.7    94.6  3(k)   486.3 
Diluted    394.1    94.6  3(k)   488.7 
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Notes to Unaudited Pro Forma Condensed Combined Financial Information

1. Basis of Presentation

The unaudited pro forma condensed combined financial information presented herein is based on the historical consolidated financial information of
Conagra and Pinnacle, as previously provided in or derived from filings with the Securities and Exchange Commission (the “SEC”). The unaudited pro
forma condensed combined balance sheet as of August 26, 2018 assumes the merger and related financings were completed on that date. The unaudited pro
forma condensed combined statement of operations for the year ended May 27, 2018 and the thirteen weeks ended August 26, 2018, assume the merger and
related financings were completed on May 29, 2017, the beginning of Conagra’s fiscal year 2018.

Pro forma adjustments reflected in the unaudited pro forma condensed combined balance sheet are based on items that are directly attributable to the merger
and related financings and that are factually supportable. Pro forma adjustments reflected in the unaudited pro forma condensed combined statement of
operations are based on items directly attributable to the merger and related financings, and that are factually supportable and expected to have a continuing
impact on Conagra.

At this time, Conagra has not performed detailed valuation analyses to determine the fair values of Pinnacle’s assets and liabilities; accordingly, the
unaudited pro forma condensed combined financial information includes a preliminary allocation of the purchase price based on assumptions and estimates
that, while considered reasonable under the circumstances, are subject to changes that may be material. Additionally, Conagra has not yet performed the due
diligence necessary to identify all of the adjustments required to conform Pinnacle’s accounting policies to Conagra’s or to identify other items that could
significantly impact the purchase price allocation or the assumptions and adjustments made in preparation of this unaudited pro forma condensed combined
financial information. Upon completion of detailed valuation analyses, there may be additional increases or decreases to the recorded fair values of
Pinnacle’s assets and liabilities, including, but not limited to, brands, trademarks and other intangible assets and assumed debt that will give rise to future
amounts of depreciation and amortization expense that are not reflected in the information contained in this unaudited pro forma condensed combined
financial information. Accordingly, once the necessary due diligence has been performed, the final purchase price has been determined and the purchase
price allocation has been completed, actual results may differ materially from the information presented in this unaudited pro forma condensed combined
financial information. Additionally, the unaudited pro forma condensed combined statement of operations does not reflect the cost of any integration
activities or benefits from the merger and synergies that may be derived from any integration activities, both of which may have a material effect on the
consolidated results of operations in periods following the completion of the merger.

Certain amounts in Pinnacle’s historical financial statements have been reclassified to conform to Conagra’s presentation, primarily consolidating certain
liabilities and expenses into the comparable captions.

2. Estimated Merger Consideration and Preliminary Purchase Price Allocation

The estimated merger consideration for the purpose of this unaudited pro forma condensed combined financial information is $7.8 billion. The calculation
of estimated merger consideration is as follows (in millions):
 

Estimated cash paid for outstanding Pinnacle common stock (1)   $5,142 
Estimated aggregate value of Conagra common stock issued for outstanding Pinnacle

common stock (2)    2,589 
Estimated consideration for Pinnacle’s equity awards (3)    65 

    
 

Total estimated merger consideration   $7,796 
    

 

 
(1) Represents the total assumed cash consideration paid to Pinnacle stockholders of $43.11 per share of Pinnacle common stock. For purposes of

preparing this unaudited pro forma combined financial information, Conagra has assumed that funding for the merger comes from a combination of
the existing available domestic cash of the combined business as of the closing of the merger, the net proceeds from the issuance of approximately
17.2 million shares of Conagra common stock prior to the closing of the merger, and a portion of the net proceeds of the debt to be issued by Conagra
prior to the closing of the merger.
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(2) Represents 0.6494 shares of Conagra common stock for each share of Pinnacle common stock. Based on Pinnacle’s outstanding shares at October 3,
2018, Conagra estimates issuing approximately 77.4 million shares of Conagra common stock to Pinnacle stockholders at the effective time of the
merger.

For purposes of this presentation only, the value of each share of Conagra common stock is based on its closing price on the NYSE of $33.43 on
October 3, 2018.

 

(3) Represents estimated merger consideration payable to holders of Pinnacle’s outstanding equity awards. All outstanding vested Pinnacle stock options,
valued at approximately $27 million, will be canceled in exchange for cash consideration at closing. All outstanding unvested Pinnacle equity awards,
valued at approximately $100 million, will be converted into Conagra cash-settled stock appreciation rights or cash-settled restricted stock units,
otherwise subject to substantially the same terms and conditions and will be liability-classified awards. Approximately $38 million of the fair value of
Pinnacle’s unvested equity awards issued is attributable to pre-combination service and is considered as merger consideration. Conagra estimates that
approximately $62 million of the unvested equity awards represents post-combination compensation expense to be recognized based on the vesting
terms of the replacement awards which will be subject to further change based on changes in the fair value of Conagra common stock through the
remaining service period. See footnote 3(a,i) for further information.

The following table sets forth a preliminary allocation of the estimated merger consideration to the estimated fair values of the assets acquired and liabilities
assumed as if the merger occurred on August 26, 2018, with the excess recorded to goodwill:
 

(millions)     
Tangible assets acquired:   

Inventories   $ 537 
Property, plant and equipment    883 
Other current assets    361 
Other assets    174 

    
 

Total tangible assets acquired    1,955 
Intangible assets acquired    4,687 
Debt and capital lease obligations (including current portion)    (2,792) 
Deferred tax liability related to acquired tangible and intangible assets    (1,123) 
Other liabilities assumed, excluding debt    (592) 

    
 

Total assets acquired in excess of liabilities assumed    2,135 
Goodwill (1)    5,661 

    
 

Estimated merger consideration   $ 7,796 
    

 

 
(1) Goodwill represents the excess of merger consideration over the preliminary fair value of the underlying assets acquired and liabilities assumed.

Among the factors that contributed to a purchase price in excess of the fair value of the assets acquired and liabilities assumed were the acquired
workforce of experienced personnel and various sources of synergies, which include cost savings in merchandising, marketing, distribution and back
office administrative functions.
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The final estimated merger consideration could significantly differ from the amounts presented in the unaudited pro forma condensed combined financial
information due to movements in the Conagra common stock price up to the closing date of the merger. The following table is a sensitivity analysis related
to the potential fluctuation in the Conagra common stock price and assesses the impact of a hypothetical change of 10% on the per share price of Conagra
common stock (using the closing price of Conagra common stock on the NYSE on October 3, 2018):
 

(millions, except share price)   Stock Price   Purchase Price   
Estimated
Goodwill  

As presented in the pro forma combined results   $ 33.43   $ 7,796   $ 5,661 
10% increase in common stock price   $ 36.77   $ 8,055   $ 5,921 
10% decrease in common stock price   $ 30.09   $ 7,537   $ 5,403 

3. Adjustments to the Unaudited Pro Forma Condensed Combined Financial Information

The unaudited pro forma condensed combined balance sheet includes adjustments made to historical financial information that were calculated assuming
the merger had been completed as of August 26, 2018. Conagra has based the unaudited pro forma adjustments upon available information and certain
assumptions that it believes are reasonable under the circumstances. The adjustments reflect Conagra’s preliminary estimates of the purchase price
allocation, which may change upon finalization of appraisals and other valuation studies that are in process.

The unaudited pro forma condensed combined statements of operations include adjustments made to historical financial information that were calculated
assuming the merger had been completed as of May 29, 2017. The unaudited pro forma condensed combined financial information does not include the
impact of potential cost savings or other operating efficiencies that could result from the merger.

The following items resulted in adjustments reflected in the unaudited pro forma condensed combined financial information:
 
a. The following table is an estimate of the total sources and uses of cash as a result of the merger and related financing transactions (subsequent to

August 26, 2018):
 

(millions)     
Debt financing, net of debt issuance costs and interest rate hedges   $8,339 
Estimated proceeds from issuance of Conagra common stock, net of transaction costs    555 

    
 

Total sources of cash   $8,894 
    

 

Cash consideration of $43.11 per share of Pinnacle common stock   $5,142 
Retirement of Pinnacle debt existing at merger closing (as of July 1, 2018)    2,719 
Refinancing of Conagra debt    604 
Make-whole redemption premiums on Pinnacle debt repayments    18 
Bridge facility fees    14 
Cash paid to settle certain Pinnacle equity awards at closing    27 
Transaction expenses    106 
Cash and cash equivalents available for estimated future payments of commercial paper    264 

    
 

Total uses of cash   $8,894 
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b. Conagra intends to issue long-term debt to fund a portion of the merger, refinance certain Conagra debt and repay commercial paper, repay Pinnacle
debt, and pay related fees and expenses. Debt issued and the calculation of pro forma interest expense for the periods presented is as follows:

 
          Interest Expense  
 

  
Effective 

Interest Rate  
Balance 

Outstanding   

Thirteen weeks 
ended August 26,

2018   
Year ended 
May 27, 2018 (millions, except rate data)

Floating rate notes due 2020    4.08%  $ 575   $ 6  $ 24 
Floating rate notes due 2021    3.99%   500    5   20 
Senior notes due 2021    3.99%   500    5   20 
Term loan due 2021    4.36%   650    7   28 
Term loan due 2023    4.45%   650    7   29 
Senior notes due 2024    4.22%   1,500    16   63 
Senior notes due 2025    4.57%   700    8   32 
Senior notes due 2028    4.75%   1,500    18   71 
Senior notes due 2038    5.19%   750    10   39 
Senior notes due 2048    5.29%   1,000    13   53 

     
 

    
 

   
 

   $ 8,325   $ 95  $ 379 
Elimination of Pinnacle’s historical interest expense       (29)   (128) 
Elimination of Conagra’s historical interest expense

related to refinanced debt and amortization of bridge
fees       (10)   (7) 

       
 

   
 

Total pro forma adjustment to interest expense      $ 56  $ 244 
       

 

   

 

The effective interest rates above include the estimated impact of debt issuance costs and deal-contingent forward starting interest rate swaps
(“Interest Rate Swaps”).

The debt issuance costs, consisting of underwriting and professional fees, totaled approximately $45 million, of which $4 million were incurred prior
to August 26, 2018. The difference of $41 million was recorded as a reduction to both Senior long-term debt and Cash and cash equivalents.
Amortization is reflected in the pro forma statement of operations using the effective interest method.

The Interest Rate Swaps hedge the interest rate risk related to approximately $4.4 billion of the long-term debt expected to be issued in connection
with the merger. Gains upon settlement of these Interest Rate Swaps, totaling approximately $55 million (based on the estimated unwind value of the
contracts as of October 3, 2018), are deferred within Accumulated other comprehensive income and amortized as a component of net interest expense
over the lives of the related debt instrument. Amortization is reflected in the pro forma statement of operations using the effective interest method. An
increase of $113 million ($86 million, net of tax) to Accumulated other comprehensive income, a reduction to other accrued liabilities of $58 million,
and an increase in Cash and cash equivalents of $55 million, was recorded reflecting the impact of the change in the fair value of the Interest Rate
Swaps from August 26, 2018, within the pro forma condensed consolidated balance sheet. Conagra intends to settle the Interest Rate Swaps upon
issuance of new long-term debt. The fair value of the Interest Rate Swaps is subject to change and the unwind value on the settlement date may be
materially different than the estimate used in the pro forma condensed combined financial statements.

The effective interest rates for new borrowings in the table above reflect management’s current estimates of the interest rates that will be applicable to
such borrowings, which are subject to change. A 0.125% increase in the interest rates would increase interest expense on a pro forma basis by
approximately $5 million for the year ended May 27, 2018 and approximately $1 million for the thirteen weeks ended August 26, 2018.

In addition to the issuance of the debt noted above, the pro forma condensed combined balance sheet includes an estimated fair value adjustment of
debt and capital lease obligations assumed of approximately $32 million, the repayment of Pinnacle debt of $2,737 million, including the make-whole
redemption premium of approximately $18 million, as well as the refinancing of Conagra debt of $604 million.
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Based on the above, the following adjustments were made to the respective balance sheet accounts:
 

   Notes Payable   

Current 
installments of 
long-term debt    

Senior long-
term debt, 
excluding 
current 

installments 
(millions)             
Adjustment of Pinnacle debt to estimated fair value   $ —     $ —     $ 32 
Issuance of debt    —      —      8,325 
Repayment of debt    (306)    (353)    (2,682) 
Debt issuance costs related to financing    —      —      (41) 

    
 

    
 

    
 

Net adjustments   $ (306)   $ (353)   $ 5,634 
    

 

    

 

    

 

 
c. The pro forma adjustment to income tax expense was calculated by applying Conagra’s statutory income tax rate of 30.38% and 24.56% for the year

ended May 27, 2018 and the thirteen weeks ended August 26, 2018, respectively, to each pro forma adjustment to Income (loss) from continuing
operations before income taxes and equity method investment earnings, except in the case of the pro forma adjustments to depreciation, amortization
and interest expense which was done by reversing the tax impact of Pinnacle’s historical depreciation, amortization and interest expense based on its
historical statutory income tax rate of 32.33% and 24.16% for the year ended May 27, 2018 and the thirteen weeks ended August 26, 2018,
respectively, and adding back the tax impact of the estimated depreciation, amortization and interest expense in purchase accounting using Conagra’s
statutory income tax rate of 30.38% and 24.56% for the year ended May 27, 2018 and the thirteen weeks ended August 26, 2018, respectively. Certain
transaction costs incurred by Conagra and Pinnacle for the year ended May 27, 2018 and the thirteen weeks ended August 26, 2018 were not
deductible for tax purposes. The historical statements of operations of Conagra and Pinnacle for the year ended May 27, 2018, include one-time
benefits associated with US Tax Reform that have not been adjusted in the pro forma presentation.

 

d. Reflects the adjustment of Pinnacle finished goods inventory to estimated fair value.
 

e. Reflects the adjustment of Pinnacle plant assets to estimated fair value and the related decrease to depreciation expense totaling approximately
$16 million ($9 million, net of tax) for the year ended May 27, 2018, and an increase of $1 million ($1 million, net of tax) for the thirteen weeks
ended August 26, 2018.

 

f. The preliminary estimate of goodwill arising from the merger is approximately $5.7 billion. Of the goodwill to be acquired, approximately
$254 million is deductible for income tax purposes.

 

g. The intangible assets of Pinnacle were increased by $2.2 billion to a total of approximately $4.7 billion, which includes indefinite-lived brand assets
with a preliminary estimate of fair value of $4.0 billion and amortizable customer relationships with a preliminary estimate of fair value of
approximately $700 million. The intangible asset related to customer relationships was determined to have an estimated useful life of 25 years and
will be amortized on a straight-line basis over that period. The adjustment to estimated fair value resulted in incremental amortization expense of
approximately $13 million ($9 million, net of tax) and $3 million ($2 million, net of tax) for the year ended May 27, 2018 and the thirteen weeks
ended August 26, 2018, respectively.

 

h. Deferred tax liabilities were adjusted on a pro forma basis for the following:
 

(millions)     
Increase in fair value of inventory, property, plant and equipment, and identifiable intangible

assets   $482 
Net adjustment to fair value of Pinnacle equity awards    (3) 
Increase in fair value of debt acquired    10 
Net adjustment to fair value of Interest Rate Swaps    27 

    
 

Total adjustments to deferred tax liabilities   $516 
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i. Represents the portion of the fair-value-based measure of unvested Pinnacle equity awards attributed to pre-combination service. All outstanding
unvested Pinnacle equity awards will be converted into Conagra cash-settled stock appreciation rights or cash-settled restricted stock units, otherwise
subject to substantially the same terms and conditions. Approximately $26 million of these awards will vest within one year and are classified within
Accrued payroll. The remaining awards, valued at approximately $12 million, are classified within Other noncurrent liabilities.

 

j. Other accrued liabilities were adjusted to record the tax effects related to various adjustments and to remove $58 million of unrealized losses on the
Interest Rate Swaps recorded as of August 26, 2018 as discussed in footnote 3(b).

The details of the pro forma adjustments made were as follows:
 

(millions)     
Interest Rate Swaps (as of August 26, 2018)   $ (58) 
Tax effects of:   
Repayment of debt    (10) 
Bridge facility fees    (4) 
Additional transaction costs    (20) 
Settlement of certain Pinnacle equity awards at closing    (9) 

    
 

Net adjustments   $(101) 
    

 

 
k. Reflects the elimination of Pinnacle’s historical common stock, Additional paid-in-capital, Accumulated other comprehensive income (loss), and

Treasury stock. Also reflects the following:
 

 
•  the issuance of 77.4 million shares of its common stock from treasury to Pinnacle shareholders as part of the overall merger consideration. The

estimated aggregate value of $2.59 billion is based on the Conagra common stock closing price on the NYSE of $33.43 per share on October 3,
2018,

 

 
•  the issuance of approximately 17.2 million shares of new Conagra common stock resulting in estimated net proceeds of approximately

$555 million after transaction costs. The estimates are based on a Conagra common stock NYSE closing price of $33.43 per share on October 3,
2018, and

 

 •  the estimated impact of the Interest Rate Swaps, as discussed in footnote 3(b).

Based on the above, the following adjustments were made to the respective balance sheet accounts:
 

   Common stock   
Additional 

paid-in-capital    

Accumulated 
other 

comprehensive
income (loss)    

Treasury stock,
at cost  

(millions)                 
Elimination of Pinnacle’s historical accounts   $ (1)   $ (1,457)   $ 24   $ 32 
Issuance of common stock to Pinnacle shareholders    —      410    —      2,179 
Issuance of new common stock    86    469    —      —   
Interest Rate Swaps, net of tax    —      —      86    —   

    
 

    
 

    
 

    
 

Net adjustments   $ 85   $ (578)   $ 110   $ 2,211 
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l. Reflects the elimination of Pinnacle’s historical Retained earnings and the payment of the remaining portion of estimated total bridge facility fees and
transaction costs. The detail of the pro forma adjustments made were as follows:

 
(millions)     
Elimination of Pinnacle’s historical account   $(1,028) 
Bridge facility fees, net of tax (1)    (10) 
Transaction costs, net of tax (2)    (86) 

    
 

Net adjustments   $(1,124) 
    

 

 

 

(1) Reflects the portion of fees to be paid related to a bridge facility to fund the merger and related costs that had not been incurred as of August 26,
2018. Total bridge facility fees are approximately $46 million ($35 million, net of tax). Of this amount, $32 million ($25 million, net of tax)
was incurred prior to August 26, 2018, and was deferred within Prepaid and other current assets, to be amortized within interest expense over
the commitment period. Amortization of $6 million was eliminated from interest expense in the pro forma results of operations for the thirteen
weeks ended August 26, 2018.

Conagra intends to fund the merger through the issuance of new long-term debt and cash proceeds from the issuance of equity securities and/or
divestitures in lieu of borrowing under the bridge facility.

 

 
(2) Reflects the portion of transaction costs (including legal, consulting, regulatory, filing, and other fees directly related to the merger) that had not

been incurred as of August 26, 2018. Total transaction costs are approximately $128 million ($108, net of tax), of which $4 million and
$18 million had been incurred as of May 27, 2018 and August 26, 2018, respectively.

 

m. Conagra and Pinnacle incurred transaction costs of approximately $4 million and $18 million during the year ended May 27, 2018 and the thirteen
weeks ended August 26, 2018, respectively, in connection with the merger. These costs have been eliminated from the pro forma results of operations,
as they do not represent ongoing cost of the combined business.

 

n. The development of Pinnacle historical financial statements to conform with Conagra’s fiscal year is presented in the following table.
 

   Pinnacle Historical  

   

Year ended
December 31,

2017    
Three month period ended

March 26, 2017    
Three month period ended

April 1, 2018    
Year ended 
April 1, 2018 

(millions)   (A)    (B)    (C)    (A-B+C)  
Net sales   $ 3,144   $ 766   $ 779   $ 3,157 
Costs and expenses:         
Cost of goods sold    2,276    555    572    2,293 
Selling, general and administrative

expense    420    100    91    411 
Interest expense, net    169    81    42    130 
Income from continuing operations

before income taxes and equity
method investment earnings    279    30    74    323 

Income tax expense (benefit)    (253)    7    17    (243) 
    

 
    

 
    

 
    

 

Net income   $ 532   $ 23   $ 57   $ 566 
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Unaudited Pro Forma Computation of Ratio of Earnings to Fixed Charges
(in millions, except ratios)
 

   
Year ended 
May 27, 2018 

Earnings:   
Income from continuing operations before income taxes and equity method

investment earnings   $ 961 
Add (deduct):   

Fixed charges    570 
Distributed income of equity method investees    62 
Capitalized interest    (3) 

    
 

Earnings available for fixed charges (a)   $ 1,590 
    

 

Fixed charges:   
Interest expense   $ 537 
Capitalized interest    3 
One third of rental expense (1)    30 

    
 

Total fixed charges (b)   $ 570 
    

 

Ratio of earnings to fixed charges (a/b)    2.8 
 

   

Thirteen 
weeks ended 

August 26, 2018 
Earnings:   

Income from continuing operations before income taxes and equity
method investment earnings   $ 251 

Add (deduct):   
Fixed charges    144 
Distributed income of equity method investees    13 
Capitalized interest    (1) 

Earnings available for fixed charges (a)   $ 407 
    

 

Fixed charges:   
Interest expense   $ 136 
Capitalized interest    1 
One third of rental expense (1)    7 

Total fixed charges (b)   $ 144 
    

 

Ratio of earnings to fixed charges (a/b)    2.8 
 
 (1) Considered to be representative of interest factor in rental expense.
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