
highest priority to unadjusted quoted prices in active 
markets for identical assets or liabilities (Level 1 measure-
ments) and the lowest priority to measurements involving 
significant unobservable inputs (Level 3 measurements).  
The three levels of the fair value hierarchy are as follows: 
Level 1 inputs are quoted prices (unadjusted) in active 
markets for identical assets or liabilities that the Company 
has the ability to access at the measurement date; Level 2 
inputs are inputs other than quoted prices included within 
Level 1 that are observable for the asset or liability, either 
directly or indirectly; Level 3 inputs are unobservable 
inputs for the asset or liability.  The level in the fair value 
hierarchy within which a fair value measurement in its en-
tirety falls is based on the lowest level input that is signifi-
cant to the fair value measurement in its entirety.

At October 31, 2009, the only assets measured at fair value 
on a recurring basis are orange juice futures contracts, 
with a fair value of $105,000, which are considered Level 1.

Other Related Parties
Fruit Growers Supply Company (FGS) is a cooperative 
and supplier of shipping materials.  The Company 
(Sunkist Growers, Inc.) is a member of FGS.  The Company 
and FGS have the same members and some common 
directors.  The Company purchased shipping materials 
from FGS in the amount of $9.3 million and $11.6 million 
in 2009 and 2008, respectively.

Investments – The Company’s investments are comprised 
primarily of cash surrender value of variable life insur-
ance policies.  The net carrying value approximates the 
fair value and was provided by the insurance carrier.  Also 
included in other investments are a minority equity inter-
est (accounted for under the cost method).  (See Note 5 
– Investments.)

The carrying value of the Company’s investment in  
CoBank was $1.2 million and $1.1 million at October 31, 
2009 and October 31, 2008, respectively.  Because there is 
no market for this investment, a reasonable estimate of fair 
value is not available.

Fair Value Hierarchy
Effective November 1, 2008, the Company adopted a new 
accounting pronouncement for fair value measurements 
of financial assets and financial liabilities that are recog-
nized in the financial statements on a recurring basis.  The 
pronouncement will apply to nonfinancial items that are 
recognized on a non-recurring basis in fiscal 2010.  The 
pronouncement defines fair value, establishes a frame-
work for measuring fair value, and expands disclosures 
about fair value measurements.  Fair value is the amount 
that would be received to sell an asset or paid to trans-
fer a liability in an orderly transaction between market 
participants at the measurement date.  The framework for 
measuring fair value provides a fair value hierarchy that 
prioritizes the inputs to valuation techniques, giving the 
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INDEPENDENT AUDITORS’ REPORT

To the Members and Board of Directors
Sunkist Growers, Inc.

We have audited the accompanying consolidated statements of financial position of Sunkist 
Growers, Inc., and Subsidiaries (“the Company”) as of October 31, 2009 and 2008, and the 
related consolidated statements of operations and comprehensive income, members’ equity, 
and cash flows for the years then ended.  These financial statements are the responsibility of 
the Company’s management.  Our responsibility is to express an opinion on these financial 
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America.  Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material mis-
statement.  An audit includes consideration of internal control over financial reporting as a 
basis for designing audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the Company’s internal control 
over financial reporting.  Accordingly, we express no such opinion.  An audit also includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by  
management, as well as evaluating the overall financial statement presentation.  We believe 
that our audits provide a reasonable basis for our opinion.

The Company accounts for certain revenue and related costs derived from the marketing of 
fresh fruit based on the gross amount billed to a customer.  In our opinion, U.S.  generally 
accepted accounting principles require that such revenue and related costs be accounted for 
based on the net amount retained.  Accounting for revenue and related costs on a net basis 
would have resulted in a decrease in both revenue and related costs of $592 million and $731 
million for the years ended October 31, 2009 and 2008,  respectively.

In our opinion, except for the effects of accounting for revenue on a gross basis rather than 
on a net basis as discussed in the preceding paragraph, the consolidated financial statements 
referred to above present fairly, in all material respects, the financial position of Sunkist 
Growers, Inc.  and Subsidiaries as of October 31, 2009 and 2008, and the results of their  
operations and their cash flows for the years then ended in conformity with accounting  
principles generally accepted in the United States of America.

Stockton, California
February 3, 2010
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