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PART I
FORWARD-LOOKING STATEMENTS

This report contains numerous forward-looking statements within the meaning of Section 27A of the Securities Act of
1933 (the “Securities Act”) and Section 21E of the Securities Exchange Act of 1934 (the “Exchange Act”) relating to our
shell egg business, including estimated production data, expected operating schedules, expected capital costs and other
operating data, including anticipated results of operations and financial condition. Such forward-looking statements
are identified by the use of words such as “believes,” “intends,” “expects,” “hopes,” “may,” “should,” “plans,” “projected,”
“contemplates,” “anticipates” or similar words. Actual production, operating schedules, results of operations and other
projections and estimates could differ materially from those projected in the forward-looking statements. The
forward-looking statements are based on management’s current intent, belief, expectations, estimates and projections
regarding our company and our industry. These statements are not guarantees of future performance and involve risks,
uncertainties, assumptions and other factors that are difficult to predict and might be beyond our control. The factors
that could cause actual results to differ materially from those projected in the forward-looking statements include,
among others, (i) the risk factors set forth in Item 1A and elsewhere in this report as well as those included in other
reports we file from time to time with the Securities and Exchange Commission (the “SEC”) (including our Quarterly
Reports on Form 10-Q and Current Reports on Form 8-K), (ii) the risks and hazards inherent in the shell egg business
(including disease, pests, weather conditions and potential for recall), (iii) changes in the demand for and market

prices of shell eggs and feed costs, (iv) risks, changes or obligations that could result from our future acquisition of

new flocks or businesses, and (v) adverse results in pending litigation matters. Readers are cautioned not to place

undue reliance on forward-looking statements because, while we believe the assumptions on which the

forward-looking statements are based are reasonable, there can be no assurance these forward-looking statements will
prove to be accurate. Further, the forward-looking statements included herein are only made as of the respective dates
thereof, or if no date is stated, as of the date hereof. Except as otherwise required by law, we disclaim any intent or
obligation to update publicly these forward-looking statements, whether as a result of new information, future events

or otherwise.

99 ¢ LT3 LT3

ITEM 1. BUSINESS

Our Business

EEINT3

Cal-Maine Foods, Inc. (“we,” “us,” “our,” or the “Company”) is the largest producer and marketer of shell eggs in the United
States. In fiscal 2013, we sold approximately 948.5 million dozen shell eggs, which represented approximately 21% of
domestic shell egg consumption. Our total flock of approximately 31.0 million layers and 7.5 million pullets and

breeders is the largest in the U.S. Layers are mature female chickens, pullets are young female chickens usually under

20 weeks of age, and breeders are male or female chickens used to produce fertile eggs to be hatched for egg

production flocks.
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We operate in a single segment. Our primary business is the production, grading, packaging, marketing and
distribution of shell eggs. We sell most of our shell eggs in the southwestern, southeastern, mid-western and
mid-Atlantic regions of the U.S. We market our shell eggs through our extensive distribution network to a diverse
group of customers, including national and regional grocery store chains, club stores, foodservice distributors and egg
product manufacturers. The strength of our position is evidenced by the fact that we have the largest market share in
the grocery segment for shell eggs, and we sell shell eggs to a majority of the largest food retailers in the United
States.

We are also one of the largest producers and marketers of value-added specialty shell eggs in the U.S. Specialty shell
eggs include nutritionally enhanced, cage free and organic eggs and have been a significant segment of the market in
recent years. In fiscal 2013 and 2012, specialty shell eggs represented approximately 24% of our shell egg dollar sales,
and accounted for approximately 16% of our total shell egg dozen volumes. Retail prices for specialty eggs are less
cyclical than non-specialty shell egg prices and are generally higher due to consumer willingness to pay for the
increased benefits from those products. We market our specialty shell eggs under the following brands: Egg-Land’s
Best™, Land O’ Lake®, Farmhouse®, and 4-Grain®. We are a member of the Egg-Land’s Best, Inc. (“EB”) cooperative.
In April 2012, EB formed Eggland’s Best, LLC (“EBLLC”) by contributing the assets of EB. Subsequent to the
formation of EBLLC, EB sold to Land O’Lakes, Inc. (“LOL”) a 50% interest in EBLLC. Going forward the specialty
eggs of EB and LOL will be marketed through EBLLC. We have exclusive license agreements to market and
distribute Egg-Land’s Best™ specialty shell eggs in major metropolitan areas, including New York City, and a number
of states in the southeast and southwest. We market cage free eggs under our trademarked Farmhouse® brand and
distribute those shell eggs across the southeast and southwest regions of the U.S. We market organic, all natural,
cage-free, vegetarian, and omega-3 eggs under our 4-Grain® brand. We also produce, market, and distribute private
label specialty shell eggs to several customers.
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We are also a leader in industry consolidation. Since 1989, we have completed seventeen acquisitions ranging in size
from 600,000 layers to 7.5 million layers. Despite a market that has been characterized by increasing consolidation,
the shell egg production industry remains highly fragmented. According to the U.S. Department of Agriculture, 54
producers, owning at least one million layers, own approximately 94% of total industry layers and the ten largest
producers own approximately 51% of total industry layers. We believe industry consolidation will continue and we
plan to capitalize on opportunities as they arise.

During fiscal year 2013, we completed the acquisitions of the commercial egg assets of Pilgrim’s Pride Corporation
and Maxim Production Co., Inc. See Note 2 of Notes to Consolidated Financial Statements in Part II of this Annual
Report on Form 10-K.

Industry Background

Based on historical consumption trends, demand for shell eggs increases in line with overall population growth,
averaging an increase of about 1% per year. According to U.S. Department of Agriculture (“USDA”), annual per capita
consumption in the U.S. has varied between 246 and 258 eggs, since 2000. In calendar year 2012, per capita
consumption in the U.S. was estimated to be 249 eggs, or approximately five eggs per person per week.

Prices for Shell Eggs

Shell egg prices are a critical component of profitability in the industry. We believe the majority of shell eggs sold in
the United States in the retail and foodservice channels are sold at prices related to the Urner Barry wholesale
quotation for shell eggs. We sell the majority of our shell eggs at prices related to the Urner Barry Spot Egg Market
Quotations for the southeast region of the country, or formulas related to our costs of production which include the
cost of corn and soybean meal. For fiscal 2013, wholesale large shell egg prices in the southeast region, as quoted by
Urner Barry, averaged $1.35 per dozen compared to an average of $1.17 per dozen for fiscal years 2009 to 2012.
According to a USDA report as of July 1, 2013, the number of layers in the U.S. flock is up 1.8% compared to July 1,
2012, and the number of chicks hatched from January through June of 2013 is up 4.2% compared to the same period
in 2012, which could lead to lower egg prices.

Feed Costs for Shell Egg Production

Feed is a primary cost component in the production of shell eggs and represents over half of industry farm level
production costs. Most shell egg producers are vertically integrated, manufacturing the majority of the feed they
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require themselves. Although feed ingredients, primarily corn and soybean meal, are available from a number of
sources, prices for ingredients can fluctuate and can be affected by weather and by various supply and demand factors.
Our feed prices for fiscal 2013 were 15% higher than the previous year. Drought conditions in the major crop growing
areas of the U.S. in the summer of 2012 significantly reduced yields for the corn and soybean crops in the 2012-2013
crop year creating tight supplies and record prices. Improved weather and higher expected crop yields for the
2013-2014 crop year should improve the supply situation and provide some price relief for our primary feed
ingredients, although the outlook is for feed costs to remain volatile.

Growth Strategy and Acquisitions

For many years, we have pursued a growth strategy focused on the acquisition of existing shell egg production and
processing facilities, as well as the construction of new and more efficient facilities. Since the beginning of fiscal

1989, we have completed seventeen acquisitions. In addition, we have built nine new “in-line” shell egg production and
processing facilities and two pullet growing facilities which added 9.9 million layers and 2.3 million growing pullets

to our capacity. Each of the new shell egg production facilities generally provides for the processing of approximately
400 cases of shell eggs or 12,000 dozen eggs per hour. The increases in capacity have been accompanied by the
retirement of older and less efficient facilities. The “in-line” facilities result in the gathering, grading and packaging of
shell eggs by less labor-intensive, more efficient, mechanical means. As a result of the foregoing, we continue to
decrease our reliance on shell eggs produced by contract producers.

As a result of our strategy, our total flock, including pullets, layers and breeders, increased from approximately 33.5
million at May 30, 2009 to approximately 38.5 million as of June 1, 2013. Also, the dozens of shell eggs sold has
increased from approximately 777.9 million in fiscal 2009 to approximately 948.5 million for the fiscal year ending
June 1, 2013. Net sales amounted to $928.8 million in fiscal 2009 compared to net sales of $1,288.1 million in fiscal
2013.
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We continue to pursue opportunities for the acquisition of companies engaged in the production and sale of shell eggs.
We will continue to evaluate and selectively pursue acquisitions that will expand our shell egg production capabilities
in existing markets and broaden our geographic reach. We have extensive experience identifying, valuing, executing,
and integrating acquisitions and we intend to leverage that experience in the evaluation and execution of future
acquisitions. We will seek to acquire regional shell egg businesses that have significant market share and
long-standing customer relationships. We believe enhancing our national presence will help us further strengthen our
relationships with existing customers, many of whom have operations across the U.S.

Through exclusive license agreements with EBLLC in several key territories and our trademarked Farmhouse® and
4Grain® brands, we are one of the leading producers and marketers of value-added specialty shell eggs. We also
produce, market, and distribute private label specialty shell eggs to several customers. Since selling prices of specialty
shell eggs are generally not as volatile as generic shell egg prices, we believe growing our specialty eggs business will
enhance the stability of our margins. We expect the price of specialty eggs will remain at a premium to regular shell
eggs, and intend to grow our specialty shell egg business.

Federal antitrust laws require regulatory approval of acquisitions that exceed certain threshold levels of significance,
and we are subject to federal and state laws prohibiting anti-competitive conduct. We believe our sales of shell eggs
during the last fiscal year represented approximately 21% of domestic shell egg sales, making us the largest producer
and distributor of shell eggs in the U.S. However, because the shell egg production and distribution industry is so
fragmented, we believe that there are many acquisition opportunities available to us that would not be restricted
pursuant to antitrust laws.

The construction of new, more efficient production and processing facilities is an integral part of our growth strategy.
Any such construction will require compliance with applicable environmental laws and regulations, including the
receipt of permits that could cause schedule delays, although we have not experienced any significant delays in the
past.

Shell Eggs

Production. Our operations are fully integrated. We hatch chicks, grow and maintain flocks of pullets, layers, and
breeders, manufacture feed, and produce, process, package, and distribute shell eggs. We produce approximately 74%
of our total shell eggs sold, with 93% of such production coming from company-owned facilities, and the other 7%
coming from contract producers. Under a typical arrangement with a contract producer, we own the flock, furnish all
feed and supplies, own the shell eggs produced and assume market risks. The contract producers own and operate their
facilities and are paid a fee based on production with incentives for performance. Approximately 26% of our total
shell eggs sold are purchased from outside producers.
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The commercial production of shell eggs requires a source of baby chicks for laying flock replacement. We produce
approximately 95% of our chicks in our own hatcheries and obtain the balance from commercial sources. We own
breeder facilities producing 18.5 million pullet chicks per year in a computer-controlled environment. These pullets
are distributed to 42 state-of-the-art laying operations around the southwestern, southeastern, mid-western and
mid-Atlantic regions of the U.S. The facilities produce an average of 1.9 million dozen shell eggs per day and process
the shell eggs through grading and packaging without handling by human hands. We have spent a cumulative total of
$118.6 million over the past five years upgrading our facilities with the most advanced equipment and technology
available in our industry. We believe our focus on automation throughout the supply chain enables us to be a low cost
supplier in all the markets in which we compete.

Feed cost represents the largest element of our farm egg production cost, ranging from 62% to 69% of total farm
production cost in the last five years. Although feed ingredients are available from a number of sources, we have little,
if any, control over the prices of the ingredients we purchase, which are affected by weather and by various supply and
demand factors. For example, the severe drought in the summer of 2012 and resulting damage to the national corn
crop resulted in high and volatile feed costs. Increases in feed costs which are not accompanied by increases in the
selling price of eggs can have a material adverse effect on our operations. However, higher feed costs can encourage
shell egg producers to reduce production, resulting in higher egg prices. Alternatively, low feed costs can encourage
industry overproduction, possibly resulting in lower egg prices.

After the eggs are produced, they are graded and packaged. Substantially all of our farms have modern “in-line”
facilities to mechanically gather, grade and package the eggs produced. The increased use of in-line facilities has
generated significant cost savings compared to the cost of eggs produced from non-in-line facilities. In addition to
greater efficiency, the in-line facilities produce a higher percentage of USDA Grade A eggs, which sell at higher
prices. Eggs produced on farms owned by contractors are brought to our processing plants where they are graded and
packaged. Since shell eggs are perishable, we maintain very low shell egg inventories, usually consisting of
approximately four days of production.

10
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Our egg production activities are subject to risks inherent in the agriculture industry, such as weather conditions and
disease factors. These risks are outside our control and could have a material adverse effect on our operations. Also,
the marketability of our shell eggs is subject to risks such as possible changes in food consumption opinions and
practices reflecting perceived health concerns.

We operate in a cyclical industry with total demand that is generally steady and a product that is price-inelastic. Thus,
small increases in production or decreases in demand can have a large adverse effect on prices and vice-versa.
However, economic conditions in the egg industry are expected to exhibit less cyclicality in the future. The industry is
concentrating into fewer but stronger hands, which should help lessen the extreme cyclicality of the past.

Marketing. Of the 948.5 million dozen shell eggs sold by us in the fiscal year ended June 1, 2013, our flocks produced
704.4 million.

We sell our shell eggs to a diverse group of customers, including national and local grocery store chains, club stores,
foodservice distributors, and egg product manufacturers. We utilize electronic ordering and invoicing systems that
enable us to manage inventory for certain of our customers. Our top ten customers accounted for an aggregate of
65.8% of net sales dollars in fiscal 2013, 66.3% of net sales dollars for fiscal 2012, and 65.4% of net sales in fiscal
2011. Two affiliated customers, Wal-Mart Stores and Sam’s Club, on a combined basis, accounted for 30.0%, 31.3%
and 32.6% of net sales dollars during fiscal 2013, 2012, and 2011 respectively.

The majority of eggs sold are merchandised on a daily or short-term basis. Most sales to established accounts are on
open account with terms ranging from seven to 30 days. Although we have established long-term relationships with
many of our customers, they are free to acquire shell eggs from other sources.

The shell eggs we sell are delivered to our customers’ warehouse or retail stores either with our own fleet or contracted
refrigerated delivery trucks or picked up by our customers at our processing facilities.

We sell our shell eggs at prices generally related to independently quoted wholesale market prices or at formulas
related to our costs of production. Wholesale prices are subject to wide fluctuations. The prices of our shell eggs
reflect fluctuations in the quoted market and changes in corn and soybean meal prices, and the results of our shell egg
operations are materially affected by changes in market quotations and feed costs. Egg prices reflect a number of
economic conditions, such as the supply of eggs and the demand level, which, in turn, are influenced by a number of
factors we cannot control. No representation can be made as to the future level of prices.

11
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According to USDA reports, for the past five years, annual per capita consumption in the U.S. varied between 248 and
250 eggs. Per capita consumption is determined by taking the total supply of eggs for the shell egg industry divided by
the entire population in the U.S. (i.e. all eggs supplied domestically by the shell egg industry are consumed). While we
believe fast food restaurant consumption, high protein diet trends, reduced egg cholesterol levels, and industry
advertising campaigns may result in the sustainability of current per capita egg consumption levels, no assurance can
be given that per capita consumption will not decline in the future.

We sell the majority of our shell eggs across the southwestern, southeastern, mid-western and mid-Atlantic regions of
the U.S. We are a major factor in egg marketing in a majority of these states. Many states in our market area are egg
deficit regions. Egg deficit regions are areas where production of fresh shell eggs is less than total consumption.
Competition from other producers in specific market areas is generally based on price, service, and quality of product.
Strong competition exists in each of our markets.

Seasonality. Shell eggs are perishable. Consequently, we maintain very low shell egg inventories, usually consisting
of approximately four days of production. Retail sales of shell eggs are greatest during the fall and winter months and
lowest during the summer months. Prices for shell eggs fluctuate in response to seasonal demand factors and a natural
increase in egg production during the spring and early summer. We generally experience lower sales and net income
in our fourth and first fiscal quarters ending in May and August, respectively. During the past ten fiscal years, four of
our first quarters resulted in net operating losses, and during this same period, three of our fourth quarters resulted in
net operating losses.

12
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Specialty Eggs. We also produce specialty eggs such as Egg-Land’s Bestd, Land O’ Lakes®, 4Grain®, and
Farmhouse® branded eggs. Specialty eggs are intended to meet the demands of consumers who are sensitive to
environmental, health and/or animal welfare issues. Specialty shell eggs continue to be a significant segment of the
shell egg market. For fiscal 2013, specialty eggs accounted for 23.7% of our shell egg dollar sales and 16.4% of our
shell egg dozens sold, as compared to 24.0% of shell egg dollar sales and 16.3% of shell egg dozens sold in fiscal
2012. Egg-Land’s Bestd eggs are patented eggs that are believed by its developers, based on scientific studies, to
cause no increase in serum cholesterol when eaten as part of a low fat diet. We produce and process Egg-Land’s Bestd
eggs under license from EBLLC at our facilities under EBLLC guidelines. The product is marketed to our established
base of customers at premium prices compared to non-specialty shell eggs. Egg-Land’s Bestd eggs accounted for
approximately 14.3% of our shell egg dollar sales in fiscal 2013, compared to 15.2% in fiscal 2012. Based on dozens
sold, Egg-Land’s Bestd eggs accounted for 9.8% of dozens sold for fiscal 2013, compared to 10.3% in fiscal 2012.
Land O’ Lakes® eggs are all-natural eggs produced by hens that are fed a whole grain diet, with no animal fat, and no
animal by-products. Farmhouse® brand eggs are produced at our facilities by hens that are not caged, and are
provided with a diet of natural grains. Our 4Grain® brand consists of both caged and cage free eggs. Our hens are fed
a diet of four all natural grains, no animal by-products, and all vegetarian feed. As in our other flocks, these hens are
provided with drinking water free of chemical additives. Farmhouse®, Land O’ Lakes®, 4Grain® and other
non-Egg-Land’s Best™ specialty eggs accounted for 9.3% of our shell egg dollar sales in fiscal 2013, compared to
8.7% in fiscal 2012, and 6.6% of dozens sold for fiscal 2013, compared to 6.0% for fiscal 2012.

Egg Products. Egg products are shell eggs broken and sold in liquid, frozen, or dried form. In fiscal 2013 and 2012
egg products represented approximately 3% of our net sales. We sell egg products primarily into the institutional and
food service sectors in the U.S. Our egg products are sold through American Egg Products, LL.C located in
Blackshear, Georgia and Texas Egg Products, LLC located in Waelder, Texas. Prices for egg products are directly
related to Urner Barry quoted price levels.

Competition. The production, processing, and distribution of shell eggs is an intensely competitive business, which
traditionally has attracted large numbers of producers. Shell egg competition is generally based on price, service, and
quality of production.

The U.S. shell egg industry remains highly fragmented but is characterized by a growing concentration of producers.
In 2012, 54 producers with one million or more layers owned 94% of the 288 million total U.S. layers, compared to
2000, when 63 producers with one million or more layers owned 79% of the 273 million total layers, and 1990, when
56 producers with one million or more layers owned 64% of the 232 million total layers. We believe a continuation of
the concentration trend will result in reduced cyclicality of shell egg prices, but no assurance can be given in that
regard. A continuation of this trend could also create greater competition among fewer producers.

Patents and Trade Names. We own the trade names Farmhouse®, Rio Grande®, Sunups®, Sunny Meadow® and
4Grain®. We do not own any patents or proprietary technologies. We produce and market Egg-Land's Best™ and
Land O’ Lakes® eggs under license agreements with EBLLC. We believe these trade names and license agreements
are important to our business. We do not know of any infringing uses that would materially affect the use of these

13
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trade names, and we actively defend and enforce them.

Government Regulation. Our facilities and operations are subject to regulation by various federal, state, and local
agencies, including, but not limited to, the United States Food and Drug Administration (“FDA”), USDA,
Environmental Protection Agency, Occupational Safety and Health Administration and corresponding state agencies.
The applicable regulations relate to grading, quality control, labeling, sanitary control and waste disposal. Our shell
egg facilities are subject to periodic USDA and FDA inspections. Our feed production facilities are subject to FDA
regulation and inspections. In addition, we maintain our own inspection program to ensure compliance with our own
standards and customer specifications. We are not aware of any major capital expenditures necessary to comply with
such statutes and regulations; however, there can be no assurance that we will not be required to incur significant costs
for compliance with such statutes and regulations in the future.

On July 7, 2011, the Humane Society of the United States (“HSUS”) and United Egg Producers (“UEP”) reached an
agreement to work together toward the enactment of comprehensive federal legislation for all of the approximately
280 million hens involved in U.S. egg production. The two groups jointly asked Congress for federal legislation,
which would require egg producers to increase the space per hen in a tiered phase in, with the amount of space hens
are given increasing, in intervals, over the next 15 to 18 years. Currently, the majority of hens are each provided 67
square inches of space, with roughly 50 million receiving 48 square inches. The proposed phase-in would culminate
with hens nationwide being provided a minimum of 124-144 square inches of space, along with certain other
improvements noted in the July 7, 2011 agreement. We cannot predict the likelihood that this legislation will become
law; however, if this federal legislation is passed we could incur significant costs to conform our operations to meet
the requirements of this proposed legislati