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CORPORATE INFORMATION

Flowers Foods, Inc. was incorporated in Georgia in October, 2000 and, prior
to March 26, 2001, was a wholly-owned subsidiary of Flowers Industries, Inc.
("FII"). On October 26, 2000, FII and Kellogg Company ("Kellogg") entered into
an agreement and plan of restructuring and merger pursuant to which a wholly-
owned subsidiary of Kellogg merged with FII on March 26, 2001. As a condition to
the merger, FII transferred its traditional fresh and frozen bakery operations,
and certain other corporate assets and liabilities, to Flowers Foods and
distributed all of the outstanding shares of Flowers Foods common stock to FII
shareholders on March 26, 2001.

As used herein, references to "we," "us," "the company" or "Flowers Foods"
include the historical operating results and activities of the business
operations which comprise Flowers Foods as of the date hereof.

THE COMPANY

Flowers Foods is one of the largest producers and marketers of frozen and
non-frozen bakery and dessert products in the United States. Flowers Foods
consists of the following businesses:

- Flowers Bakeries; and
- Mrs. Smith's Bakeries.

Our core strategy is to be one of the nation's leading producers and
marketers of bakery products available to customers through fresh and frozen
channels of distribution. Our strategy focuses on responding to current market
trends for our products and changing consumer preferences, which increasingly
favor purchases of ready-made convenience food products as opposed to
traditional foods to be prepared at home. To assist in accomplishing our core
strategy, we have aggressively invested capital to modernize and expand our
production and distribution capacity and have expanded a nationally branded
business which complements our traditional strengths.

We have established a presence in all distribution channels where bakery
and dessert products are sold, including traditional supermarkets and their
in-store deli/bakeries, foodservice distributors, convenience stores, mass
merchandisers, club stores, wholesalers, restaurants, fast food outlets,
schools, hospitals and vending machines.

Our Flowers Bakeries business focuses on the production and marketing of
bakery products to customers in the super-regional 16 state area in and
surrounding the southeastern United States. We have devoted significant
resources to modernizing production facilities, improving our distribution
capabilities and enhancing our information technology. We have acquired numerous
local bakery operations that are generally within or contiguous to our existing
region and which can be served with our extensive direct store door delivery
system. Our strategy is to continue to better serve new and existing customers,
principally by using information technology to enhance the productivity and
efficiency of our production facilities and by extending our direct store door
delivery system. This system utilizes approximately 3,200 independent
distributors who own the right to sell our bakery products within their
respective territories.

Our Mrs. Smith's Bakeries business produces and markets frozen desserts as
well as bread, rolls and buns for sale to retail and foodservice customers.
Traditionally, retail frozen pie sales are heavily concentrated in the year-end
holiday season. In an effort to enhance sales outside of the holiday season, we
launched "Operation 365," a strategy aimed at significantly expanding
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non-seasonal sales in the frozen dessert product line by extending the
well-recognized Mrs. Smith's brand name to existing and related retail and
foodservice products. Examples of significant product line extensions include
the introduction of Mrs. Smith's Restaurant Classics and Mrs. Smith's Cookies
and Cream frozen pies in the retail channel and Grand Finales frozen pies in the
foodservice channel.

We have a leading presence in each of the major product categories in which
we compete. Collectively, our Flowers Bakeries' brands rank first in branded
sales measured in dollars and units in the 22 major metropolitan markets we
serve. Our Mrs. Smith's Bakeries business is one of the leading frozen dessert
producers and marketers in the United States, and our Mrs. Smith's pies are the
leading national brand of frozen pies sold at retail. Our major branded products
include, among others, the following:

FLOWERS BAKERIES MRS. SMITH'S BAKERIES
Flowers Mrs. Smith's
Nature's Own Mrs. Freshley's
Cobblestone Mill Oregon Farms
BlueBird European Bakers
ButterKrust Stilwell
REGIONAL FRANCHISED BRANDS: Our Special Touch
Sunbeam Danish Kitchen
Roman Meal Pour a Quiche
Evangeline Maid Grand Finales
Bunny Pet-Ritz

Oronoque Orchard

We are committed to producing high quality products at the lowest price in
all of our operations, and we have made significant capital investments in
recent years to modernize, automate and expand our production and distribution
capabilities and enhance our information technology. Capital spending has been
primarily directed toward expanding and modernizing existing production
facilities. The most recent major production facility expenditure in our Flowers
Bakeries business was the installation of a fully automated wrapping system for
three production lines in a new 6,000 square foot facility in Goldsboro, North
Carolina. Production capabilities at our Mrs. Smith's Bakeries business were
significantly realigned at an approximate cost of $183.2 million over the last
three years. This realignment included the relocation and upgrading of 25
production lines at seven of our nine operating facilities, which offers us
significantly more capacity at fewer locations. We believe these facilities will
give us the ability to exploit many opportunities in the foodservice segment and
continue our growth in the retail market.

In order to provide prompt and responsive service to customers, we tailor
our distribution systems to the marketing and production aspects of our major
product lines. Flowers Bakeries distributes its baked foods through an extensive
direct store door delivery system of approximately 3,200 independent
distributors who, as owners of their territories, are motivated to maintain and
build retail brand shelf space and to monitor product freshness, which is
essential in the marketing of short shelf life products such as fresh bread,
rolls and buns. Mrs. Smith's Bakeries distributes its frozen foods through two
strategically-located frozen distribution facilities, as well as through
additional commercial frozen warehouse space throughout the United States in
order to accommodate demands in the retail channel for seasonal products and to
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provide staging to expedite distribution throughout the year.
INDUSTRY OVERVIEW

The United States food industry is comprised of a number of distinct
product lines and distribution channels for frozen and non-frozen bakery
products and desserts. Changes in consumer preferences have shifted food
purchases away from the traditional grocery store aisles for home preparation
and consumption and toward home meal replacement purchases, either in
supermarket in-store deli/bakeries or in non-supermarket channels, such as mass
merchandisers, convenience stores, club stores, restaurants and other
convenience channels. Non-supermarket channels of distribution are extremely
important throughout the food industry.

Non-Frozen and Frozen Bakery Products

Retail sales of bakery products continue to experience modest growth, with
expansion within the category occurring in a variety of premium and specialty
breads. However, foodservice sales of bakery products continue to grow at a
faster rate than retail sales as consumers who demand convenience increasingly
are purchasing food products from non-retail distribution channels. In addition
to Flowers Foods, several large baking and diversified food companies market
bakery products in the United States. Competitors in this category include
Interstate, Earthgrains, Bestfoods and Pepperidge Farm. There are also a number
of smaller, regional companies. We believe that the larger companies enjoy
several competitive advantages over smaller operations due principally to
economies of scale in areas such as information technology, purchasing,
production, advertising, marketing and distribution, as well as through greater
brand awareness.

A significant trend in the baking industry over the last several years has
been the consolidation of smaller bakeries into larger baking businesses.
Consolidation continues to be driven by factors such as capital constraints on
smaller companies that limit their ability to avoid technological obsolescence,
to increase productivity or to develop new products, generational changes at
family-owned businesses, and the need to serve the consolidated retail customers
and the foodservice channel. We believe that the consolidation trend in the
baking, food retailing and foodservice industries will continue to present
opportunities for strategic acquisitions that complement our existing businesses
and that extend our super-regional presence.

Frozen Dessert Products

Sales of frozen desserts to foodservice institutions and other distribution
channels, including restaurants and in-store bakeries, have grown at a rate
faster than sales to retail channels. We are a preferred supplier of frozen
dessert products to the leading foodservice distributors in the United States.
While retail sales of frozen desserts have experienced declining sales, Mrs.
Smith's remains the leading brand in the frozen pie category. Primary
competitors in the frozen dessert market include Sara Lee, Pepperidge Farm,
Edwards and Pillsbury. We believe the increase in foodservice sales in the
frozen dessert industry will provide us with additional revenue opportunities.

STRATEGY

Our core strategy is to be one of the nation's leading producers and
marketers of bakery products available to customers through fresh and frozen
channels of distribution. Our Flowers Bakeries and Mrs. Smith's Bakeries
businesses each develop strategies based on the production, distribution and
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marketing requirements of their particular food categories. We employ the
following five overall strategies:

— Strong Brand Recognition. We intend to capitalize on the success of our
well-recognized brand names, which communicate product consistency and
quality, by extending those brand names to additional products and
channels of distribution. Many of our brands, including Nature's Own
bread, Cobblestone Mill bread and Mrs. Smith's retail frozen baked pies,
are the top-selling brands in their categories.

- Efficient Production and Distribution Facilities. We intend to maintain
a continuing level of capital improvements that, while substantially
lower than our level of capital improvements in recent years, will permit
us to fulfill our commitment to remaining among the most modern and
efficient frozen and non-frozen bakery and dessert producers in the

United States.

— Customer Service-Oriented Distribution. We intend to expand and refine
our distribution systems to respond quickly and efficiently to changing
customer service needs, consumer preferences and seasonal demands. We
have distribution systems that are tailored to the nature of each of our
food product categories and are designed to provide the highest levels of
service to our retail and foodservice customers. We have developed a
direct store door delivery network of approximately 3,200 independent
distributors for our Flowers Bakeries bakery products. Our Mrs. Smith's
Bakeries business utilizes a network of strategically located storage and
distribution facilities for our frozen bakery and dessert products and a
centralized distribution facility for our snack cake products.
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- Broad Range of Products Sold Through Multiple Distribution
Channels. Recognizing that consumers are increasingly seeking home meal
replacements and other convenience food products, we intend to continue
to emphasize expansion of our product lines and distribution channels to
meet those preferences. Our product lines now include virtually every
category of fresh and frozen bakery and dessert products. These products
generally can be found in traditional supermarkets and in-store deli/

bakeries, convenience stores, mass merchandisers, club stores,
wholesalers, restaurants, fast food outlets, schools, hospitals and

- Strategic Acquisitions. We have consistently pursued growth in sales,
geographic markets and products through strategic acquisitions. We intend
to pursue growth through strategic acquisitions and investments that will
complement and expand our existing markets, product lines and product

6
vending machines.
categories.
PRODUCTS

We produce packaged bakery, frozen dessert and frozen bakery products.

Flowers Bakeries

We market our packaged bakery products in the super-regional 16 state area
in and surrounding the southeastern United States under numerous brand names,

including Nature's Own and
regional franchised brands
Bunny. Nature's Own is the
the United States, despite
area. Pastries, doughnuts,

Cobblestone Mill. We also market fresh bread under
such as Sunbeam, Roman Meal, Evangeline Maid and

best selling brand by volume of soft variety bread in
being marketed solely in the super-regional 16 state
bakery snacks, cakes and english muffins are sold



Edgar Filing: FLOWERS FOODS INC - Form 10-K405

through our direct store door distribution system primarily, under the BlueBird
brand, as well as under the ButterKrust, Sunbeam and Holsum trademarks. Our
branded products account for approximately 65% of sales by Flowers Bakeries.

In addition to our branded products, we also produce and distribute
packaged bakery products under private labels for such retailers as Winn-Dixie
and Kroger. While private label products carry lower margins than our branded
products, we use our private label offerings to expand our total shelf space and
to effectively utilize production and distribution capacity.

We utilize our direct store door distribution system to supply foodservice
companies, including Burger King, Krystal, Hardees, Whataburger and Outback
Steakhouse, with bakery products. In addition, we supply frozen bakery products
to Wendy's.

Mrs. Smith's Bakeries

Mrs. Smith's frozen desserts are marketed throughout the United States, and
our frozen pies were the number one retail frozen pie brand in the United States
for 2000. Mrs. Smith's frozen desserts are sold at retail under the Mrs.
Smith's, Pet-Ritz, Oregon Farms and Oronoque Orchard brand names. Frozen
desserts in the foodservice channel are sold under the Grand Finales brand and
under private labels for foodservice customers, such as Sysco. Our branded
products account for approximately 41% of sales by Mrs. Smith's Bakeries.

We produce and distribute frozen bakery products such as bread, rolls and
buns, for sale to foodservice customers. We also produce packaged bakery
products for distribution by Flowers Bakeries' direct store door distribution
network under the BlueBird brand. In addition, we produce packaged bakery
products under the Mrs. Freshley's brand for sale to the vending channel and
under various private labels for sale through the retail channel.

PRODUCTION AND DISTRIBUTION

We design our production facilities and distribution systems to meet the
marketing and production demands of our major product lines. Through a
significant program of capital improvements and careful planning of plant
locations, which, among other things, allows us to establish reciprocal baking
or product
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transfer arrangements among our bakeries, we seek to remain a low cost producer
and marketer of a full line of frozen and non-frozen bakery and dessert products
on a national and super-regional basis. In addition to the independent
distributor system for our fresh baked products, we also use both owned and
public warehouses and distribution centers in central locations for the
distribution of certain of our Mrs. Smith's products.

Flowers Bakeries

We operate 27 packaged bakery product facilities in 10 states. We have
invested approximately $130.8 million over the past three years, primarily to
build new state-of-the-art baking facilities and to significantly upgrade
existing facilities. During this period, we also added 13 new highly-automated
production lines in eight of our facilities, and a fully automated wrapping
system for three production lines was installed in our new 6,000 square foot
facility in Goldsboro, North Carolina. We believe that these investments have
made us the most efficient major producer of packaged bakery products in the
United States. We believe that our capital investment yields long-term benefits
in the form of more consistent product quality, highly sanitary processes, and
greater production volume at a lower cost per unit. While our major capital
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improvement program is largely complete, we intend to continue to invest in our
production facilities and equipment to maintain high levels of efficiency.

Distribution of packaged bakery products involves determining appropriate
order levels, delivering the product from the plant to the independent
distributor for direct store door delivery to the customer, stocking the product
on the shelves, visiting the customer daily to ensure that inventory levels
remain adequate, and removing stale goods. We utilize a network of approximately
3,200 independent distributors who own the rights to distribute our packaged
bakery products in their geographic territory. Distributor purchase arrangements
historically have been made directly with a financial institution, and, pursuant
to an agreement, we manage and service these arrangements. Commencing late March
2001, we will provide financing arrangements directly to the distributors for
the purchase of their routes.

The Company leases hand-held computers, which contain our proprietary
software, and charges independent distributors an administrative fee for their
use. The software permits distributors to track and communicate inventory data
to the production facilities and to calculate recommended order levels based on
historical sales data and recent trends. These orders are electronically
transmitted to the appropriate production facility on a nightly basis. This
system, which we believe is more sophisticated than comparable tracking programs
currently used in the industry, is designed to ensure that adequate product, and
the right mix of products, are available to meet the retail and foodservice
customers' immediate needs. We believe our system minimizes returns of unsold
goods. In addition to the hand-held distributor units, our main computer system
permits tracking of sales, product returns and profitability by customer
location, plant, day and other bases. Managers receive sales and profitability
reports on a weekly basis, allowing prompt operational adjustments when
appropriate.

We believe the independent distributor system is unique in the industry as
to its size, with approximately 3,200 distributors, and with respect to its
geographic coverage. The program is designed to provide retail customers with
superior service because distributors, highly motivated by route ownership,
strive to increase sales by maximizing service. In turn, distributors have the
opportunity to benefit directly from the enhanced value of their routes
resulting from higher sales volume.

Mrs. Smith's Bakeries

We operate nine production facilities with 43 production lines for our
frozen desserts, frozen bakery products and packaged bakery products. We
significantly realigned our production capabilities over the last three years,
spending approximately $183.3 million. This realignment included the relocation
and upgrading of 25 production lines at seven of our nine operating facilities,
which offers us significantly more capacity at fewer locations. We believe
product realignment will give us the ability to exploit many opportunities in
the retail and foodservice channels.

Our distribution facilities are strategically located near our production
facilities to simplify distribution logistics. Our plant in Stilwell, Oklahoma
was the focus of a $60.0 million capital spending project in 1999 to
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add production capacity and is the primary producer of frozen fruit and custard
pies. This facility also serves as a principal point of distribution for our
frozen desserts. Our Suwanee, Georgia facility is located on a major interstate
corridor near three of our frozen dessert production facilities. This facility
contains such innovations as five 78-foot tall, laser-guided cranes specifically
designed for the facility, a six million cubic foot freezer, and
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computer-controlled bar-coding and inventorying. The automation of this facility
enables us to move extremely large volumes of product without a significant
labor component and enables the facility to operate with extremely cold
temperatures that preserve high product quality. These features allow our
Suwanee facility to better serve customers by processing customer orders much
more quickly than conventional freezer facilities. Production capacity was added
to this facility as part of the overall realignment project, enhancing operating
efficiencies by having contiguous production and frozen storage and
distribution.

In addition to our two strategically-located freezer and distribution
facilities in Suwanee and Stilwell, we own and lease additional freezer and
distribution facilities throughout the United States to facilitate distribution
of our products nationwide. These owned and leased facilities allow us to build
and store necessary inventory of raw materials and finished dessert products and
to expedite the national distribution of both our seasonal and non-seasonal
products.

We distribute our packaged bakery products from a centralized distribution
facility located near Knoxville, Tennessee. Centralized distribution allows us
to achieve both production and distributing efficiencies. The production
facilities are able to operate longer, more efficient production runs of a
single product, which are then shipped to the centralized distribution facility.
Products coming from different production facilities are then cross-docked and
shipped directly to customer warehouses.

CUSTOMERS

Our top 10 customers in 2000 accounted for 35.5% of sales. Winn-Dixie
accounted for approximately 8.5% of sales during 2000. Pursuant to an agreement
with Winn-Dixie, which is terminable at the option of either party, we are the
exclusive supplier of its private label fresh bakery products and are afforded
preferred supplier status and preferential space allocation in Winn-Dixie store
locations.

Flowers Bakeries

Our fresh baked foods have a highly diversified customer base, which
includes grocery retailers, restaurants, fast-food chains, food wholesalers,
institutions and vending companies. We also sell returned and surplus product
through a system of thrift outlets. We supply numerous restaurants, institutions
and foodservice companies with bakery products, including buns for outlets such
as Burger King, Wendy's, Krystal, Hardees, Whataburger and Outback Steakhouse.
We also sell packaged bakery products to wholesale distributors for ultimate
sale to a wide variety of food outlets.

Mrs. Smith's Bakeries

Our frozen desserts are marketed to traditional retail outlets, such as
grocery stores, as well as non-traditional outlets, ranging from club stores and
mass merchandisers to wholesalers, foodservice distributors and restaurants. Our
branded frozen desserts are sold primarily through grocery retailers. Our frozen
bakery products are sold to foodservice distributors, institutions, retail
in-store bakeries and restaurants.

Our packaged bakery products under the Mrs. Freshley's brand are sold
primarily through vending outlets. We produce packaged bakery products for our
own distribution under our BlueBird brand. In certain circumstances, we enter
into co-packing arrangements with some of our competitors. Through co-packing,
we have produced packaged bakery products for popular brands such as Weight
Watchers, Stouffer, Lance, Pepperidge Farm and Little Debbie.
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MARKETING

Our marketing and advertising campaigns are conducted through targeted
television and radio advertising and coupons placed in printed media. We also
incorporate promotional tie-ins with other sponsors, on-package

promotional offers and sweepstakes into our marketing efforts. Additionally, we
focus our marketing and advertising campaigns on specific products throughout
the year, such as buns for Memorial Day, Independence Day and Labor Day and
fruit cakes and pies during the Thanksgiving and Christmas holiday season.

COMPETITION
Flowers Bakeries

The United States packaged bakery category is intensely competitive and is
comprised of large food companies, large independent bakeries with national
distribution, and smaller regional and local bakeries. Primary national
competitors include Interstate, Earthgrains and Bestfoods. We also face
competition from private label brands. Competition is based on product
availability, product quality, brand loyalty, price effective promotions and the
ability to target changing consumer preferences. Customer service, including
frequent delivery and well-stocked shelves, is an increasingly important
competitive factor. While we experience price pressure from time to time,
primarily as a result of competitors' promotional efforts, we believe that our
customer relationships and the consumers' brand loyalty, as well as our
diversity within our region in terms of geographic markets, products, and sales
channels, limit the effects of such competition. Recent consolidation in the
industry has further enhanced the ability of the larger firms to compete with
small regional bakeries. We believe we have significant competitive advantages
over smaller regional bakeries due to economies of scale in areas such as
information technology, purchasing, production, advertising, marketing and
distribution as well as greater brand awareness.

Mrs. Smith's Bakeries

Mrs. Smith's Bakeries, Sara Lee, Pepperidge Farm and Pillsbury lead the
frozen dessert category. Other significant competitors in the frozen baked
dessert category include Edwards and private label brands. Competitors for
packaged bakery products produced by Mrs. Smith's Bakeries include Interstate
(Hostess) and McKee (Little Debbie). Competition for frozen desserts depends
primarily on brand recognition and loyalty, perceived product quality, effective
promotions and, to a lesser extent, price. For the frozen bakery and packaged
bakery products manufactured by Mrs. Smith's Bakeries, competition is based upon
the ability to meet production and distribution demands of foodservice and
vending customers at a competitive price.

INTELLECTUAL PROPERTY

We own a number of trademarks and trade names, as well as certain licenses.
Such trademarks and trade names are considered to be important to our business
since they have the effect of developing brand identification and maintaining
consumer loyalty. We are not aware of any fact that would negatively impact the
continuing use of any of our trademarks, trade names or licenses.

RAW MATERIALS

Our primary baking ingredients are flour, sugar, shortening and fruit. We
also use paper products, such as corrugated cardboard, aluminum products, such
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as pie plates, and films and plastics to package our baked foods. In addition,
we are also dependent upon natural gas and propane as fuel for firing ovens as
well as gasoline and diesel as fuel for distribution vehicles. On average,
baking ingredients constitute approximately 10% to 15%, and packaging represents
approximately 1% to 5% of the wholesale selling price of our baked foods. We
maintain diversified sources for all of our baking ingredients and packaging
products.

Commodities, such as our baking ingredients, periodically experience price
fluctuations and, for that reason, the market for these commodities is
continuously monitored. From time to time, we enter into forward purchase
agreements and derivative financial instruments to reduce the impact of
volatility in raw materials prices.
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RESEARCH AND DEVELOPMENT

We engage in research and development activities that principally involve
developing new products, improving the quality of existing products and
improving and modernizing production processes. We also develop and evaluate new
processing techniques for both current and proposed product lines.

REGULATION

As a producer and marketer of food items, our operations are subject to
regulation by various federal governmental agencies, including the Food and Drug
Administration, the Department of Agriculture, the Federal Trade Commission, the
Environmental Protection Agency and the Department of Commerce, as well as
various state agencies, with respect to production processes, product quality,
packaging, labeling, storage and distribution. Under various statutes and
regulations, such agencies prescribe requirements and establish standards for
quality, purity, and labeling. The finding of a failure to comply with one or
more regulatory requirements can result in a variety of sanctions, including
monetary fines or compulsory withdrawal of products from store shelves.

In addition, advertising of our businesses is subject to regulation by the
Federal Trade Commission, and we are subject to certain health and safety
regulations, including those issued under the Occupational Safety and Health
Act.

Our operations, like those of similar businesses, are subject to various
federal, state, and local laws and regulations with respect to environmental
matters, including air and water quality and underground fuel storage tanks, as
well as other regulations intended to protect public health and the environment.
Our operations and products also are subject to state and local regulation
through such measures as licensing of plants, enforcement by state health
agencies of various state standards and inspection of facilities. We believe
that we are currently in material compliance with applicable laws and
regulations.

EMPLOYEES

We employ approximately 7,300 persons, approximately 535 of whom are
covered by collective bargaining agreements. We believe that we have good
relations with our employees.

EXECUTIVE OFFICES

The address and telephone number of our principal executive offices are
1919 Flowers Circle, Thomasville, Georgia 31757, (229) 226-9110.

11
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FORWARD LOOKING STATEMENTS

Certain statements made in this annual report on Form 10-K are
"forward-looking statements" within the meaning of the Private Securities
Litigation Reform Act of 1995 (the "Reform Act"). These statements are subject
to the safe harbor provisions of the Reform Act. Such forward-looking statements
include, without limitation, statements about:

— the competitiveness of the baking industry;

— the future availability and prices of raw and packaging materials;

- potential regulatory obligations;

- our strategies; and

— other statements that are not historical facts.
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When used in this report, the words "anticipate," "believe," "estimate" and
similar expressions are generally intended to identify forward-looking
statements. Because such forward-looking statements involve risks and
uncertainties, there are important factors that could cause actual results to
differ materially from those expressed or implied by such forward-looking

statements, including but not limited to:

— changes in general economic or business conditions (including in the
baking industry);

- actions of competitors;
— our ability to retain or procure capital on terms acceptable to us;
— our ability to recover material costs in the pricing of our products;

— the extent to which we are able to develop new products and markets for
our products;

— the time required for such development;

- the level of demand for such products; and

— changes in our business strategies.
FINANCIAL INFORMATION ABOUT SEGMENTS

Refer to Note 13 of Notes to Consolidated Financial Statements for
financial information about Flowers Bakeries and Mrs. Smith's Bakeries.

ITEM 2. PROPERTIES
Currently 34 of our production facilities are owned and two facilities are

leased. We consider that our properties are well maintained and sufficient for
our present operations. Our production plant locations are:

FLOWERS BAKERIES
Birmingham, Alabama Lafayette, Louisiana

12
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Opelika, Alabama New Orleans, Louisiana
Tuscaloosa, Alabama Goldsboro, North Carolina
Ft. Smith, Arkansas Jamestown, North Carolina
Pine Bluff, Arkansas Memphis, Tennessee
Texarkana, Arkansas Morristown, Tennessee
Bradenton, Florida El Paso, Texas
Jacksonville, Florida Houston, Texas

Miami, Florida San Antonio, Texas
Atlanta, Georgia Tyler, Texas

Thomasville, Georgia Lynchburg, Virginia

Villa Rica, Georgia Norfolk, Virginia

Baton Rouge, Louisiana Bluefield, West Virginia
Charleston, West Virginia

MRS. SMITH'S BAKERIES

Montgomery, Alabama London, Kentucky

Atlanta, Georgia Pembroke, North Carolina
Suwanee, Georgia Stilwell, Oklahoma

Tucker, Georgia Spartanburg, South Carolina

Crossville, Tennessee
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ITEM 3. LEGAL PROCEEDINGS

We are engaged in various legal proceedings that arise in the ordinary
course of our business. We believe that the amount of the ultimate liability
with respect to those proceedings will not be material to our financial position
or results of operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

On November 28, 2000, FII, as sole shareholder of Flowers Foods, adopted a
resolution by written consent in lieu of a special meeting electing our initial
Board of Directors and setting the number of directors. The initial Board of
Directors consisted of Amos R. McMullian, Robert P. Crozer and G. Anthony
Campbell.

Except as provided above, during the fourth quarter of the fiscal year
covered by this Annual Report on Form 10-K, no matter was submitted to a vote of
shareholders.

PART IT
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON STOCK AND RELATED SHAREHOLDER MATTERS
RECENT SALES OF UNREGISTERED SECURITIES

On October 19, 2000, we issued 500 shares of our common stock to FII, our
direct parent, for consideration of $500.00. No underwriter was involved in this
sale, and, in the opinion of Flowers Foods, this transaction is exempt from
registration under the Securities Act of 1933, as amended, by virtue of Section
4(2) thereof in that such transaction did not involve any public offering.

MARKET PRICE OF FLOWERS FOODS COMMON STOCK

Flowers Foods was formed as a wholly-owned subsidiary of FII, a publicly
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held company whose shares of common stock traded on the New York Stock Exchange
under the symbol "FLO." Prior to March 26, 2001, the effective date of the
spin-off of Flowers Foods from FII, there was no established trading market for
shares of Flowers Foods common stock. Shares of Flowers Foods common stock began
regular trading on the New York Stock Exchange under the symbol "FLO" on March
28, 2001.

As of March 28, 2001, there were approximately 6,241 holders of record of
our common stock.

DIVIDENDS

We do not currently pay cash dividends on our shares of common stock. The
payment of dividends on our common stock is subject to the discretion of our
Board of Directors. The Board of Directors bases its decisions regarding
dividends on, among other things, general business conditions, our financial
results, contractual, legal and regulatory restrictions regarding dividend
payments and any other factors the Board may consider relevant. Under the terms
of our credit agreement we are restricted from paying dividends during fiscal
2001. For fiscal years commencing after 2001, the maximum amount of dividends
paid on our common stock cannot exceed $5.0 million unless certain regquirements
are met. See Note 3 of Notes to Consolidated Financial Statements.
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ITEM 6. SELECTED FINANCIAL DATA
FLOWERS FOODS, INC.

SELECTED FINANCIAL DATA

FOR THE 52 WEEKS ENDED FOR THE 27
————————————————————————————————————————————————————— WEEKS ENDED
DECEMBER 30, 2000  JANUARY 1, 2000  JANUARY 2, 1999  JANUARY 3, 1998

(AMOUNTS IN THOUSANDS EXCEPT PER SHARE DATA)

STATEMENT OF INCOME

DATA:
Sales...oiiiiiinnn. $1,619,980 $1,568,240 $1,538,887 $784,097
Materials, supplies,

labor and other

production costs... 900,198 883,882 795,084 418,926
Selling, marketing

and administrative

EXPENSES . v v v eennnn. 642,535 643,432 583,352 301,426
Depreciation and

amortization....... 67,102 53,890 53,544 26,930
Non-recurring charge

(credit) ..o 17,704 (5,994) 64,461 -
Insurance proceeds... (17,193) —— —— ——
Interest expense..... 68,