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WINN-DIXIE STORES, INC.
5050 EDGEWOOD COURT JACKSONVILLE, FLORIDA 32254-3699
February 3, 2012
Dear shareholders:

You are cordially invited to attend a special meeting of shareholders of Winn-Dixie Stores, Inc. ( Winn-Dixie, we, us, our, orthe Company ),
which will be held at our headquarters at 5050 Edgewood Court, Jacksonville, Florida 32254, at 9:00 a.m. Eastern Standard Time on March 9,
2012.

At the special meeting, we will ask you to consider and vote on a proposal to approve the Agreement and Plan of Merger, dated as of
December 16, 2011, among Opal Holdings, LLC, or Holdings, Opal Merger Sub, Inc. and Winn-Dixie, providing for the acquisition of
Winn-Dixie by Holdings. If the merger is completed, Winn-Dixie will become a wholly owned subsidiary of Holdings, and you will receive
$9.50 in cash, without interest and less any applicable withholding taxes, for each share of our common stock that you own, and you will cease
to have an ownership interest in Winn-Dixie. A copy of the merger agreement is attached as Annex A to the accompanying proxy statement and
you are encouraged to read it carefully and in its entirety.

A Special Committee of our Board of Directors, comprised of eight independent directors, and advised by independent financial and legal
advisors, negotiated the transaction and recommended it to our full Board of Directors. After careful consideration, our full Board of Directors

has unanimously adopted and approved the merger agreement and approved the merger and determined that the merger and the merger

agreement are advisable to, and in the best interests of, Winn-Dixie and its shareholders. OUR BOARD OF DIRECTORS UNANIMOUSLY
RECOMMENDS THAT YOU VOTE FOR THE APPROVAL OF THE MERGER AGREEMENT. IN ADDITION, OUR BOARD OF
DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR THE ADVISORY VOTE ON COMPENSATION THAT
MAY BECOME PAYABLE TO OUR NAMED EXECUTIVE OFFICERS IN CONNECTION WITH THE MERGER AND FOR THE
PROPOSAL TO ADJOURN THE SPECIAL MEETING (IF NECESSARY OR APPROPRIATE) TO SOLICIT ADDITIONAL
PROXIES IF THERE ARE INSUFFICIENT VOTES AT THE TIME OF THE SPECIAL MEETING TO APPROVE THE MERGER
AGREEMENT.

The proxy statement attached to this letter provides you with information about the merger and the special meeting. Please read the entire proxy
statement carefully and in its entirety. You may also obtain additional information about us from documents we file with the Securities and
Exchange Commission.

YOUR VOTE IS IMPORTANT. The merger cannot be completed unless shareholders holding a majority of the outstanding shares
entitled to vote at the special meeting approve the merger agreement. If you fail to vote on the merger agreement or fail to instruct your
broker on how to vote, it will have the same effect as voting against the approval of the merger agreement.

Whether or not you plan to attend the special meeting in person, please complete, sign, date and return promptly the enclosed proxy
card or follow the related Internet or telephone voting instructions. If you hold shares through a broker or other nominee, you should follow
the procedures provided by your broker or nominee.

If you have any questions or need assistance voting your shares, please call Georgeson Inc., which is assisting us, toll-free at (866) 432-2791.

On behalf of the Board of Directors, I thank you for your cooperation and continued support.

On behalf of the Board of

Directors,

Table of Contents 3



Edgar Filing: WINN DIXIE STORES INC - Form DEFM14A

Peter L. Lynch

Chairman and Chief Executive Officer
Neither the Securities and Exchange Commission nor any state securities regulatory agency has approved or disapproved the merger,
passed upon the merits or fairness of the merger or passed upon the adequacy or accuracy of the disclosure in this document. Any
representation to the contrary is a criminal offense.

This proxy statement is dated February 3, 2012 and is first being mailed, along with the enclosed proxy card, to shareholders on or about
February 7, 2012.
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WINN-DIXIE STORES, INC.

5050 EDGEWOOD COURT JACKSONVILLE, FLORIDA 32254-3699
Notice of Special Meeting of Shareholders

to be held on March 9, 2012
To all Shareholders of Winn-Dixie Stores, Inc.:

You are invited to attend a special meeting of shareholders of Winn-Dixie Stores, Inc. ( Winn-Dixie, we, wus, our, orthe Company ). The spec
meeting will be held at our headquarters at 5050 Edgewood Court, Jacksonville, Florida 32254, at 9:00 a.m. Eastern Standard Time on Friday,
March 9, 2012, for the following purposes:

1.  Approval of the Merger Agreement with Holdings. To consider and vote on a proposal to approve the Agreement and Plan of
Merger, dated as of December 16, 2011, among Opal Holdings, LLC, or Holdings , Opal Merger Sub, Inc., or Merger Sub, and
Winn-Dixie, as it may be amended from time to time, pursuant to which each holder of shares of our common stock issued and
outstanding immediately prior to the effective time of the merger (other than shares held by (i) us as treasury stock, (ii) Holdings or
Merger Sub or (iii) any of our direct or indirect wholly owned subsidiaries) will be entitled to receive $9.50 per share in cash,
without interest and less applicable withholding taxes, in exchange for each such share;

2. Advisory Vote on Compensation. To consider and vote on an advisory proposal to approve the compensation that may become
payable to our named executive officers in connection with the merger;

3. Adjournment of the Special Meeting. To consider and approve the adjournment of the special meeting (if necessary or appropriate)
to solicit additional proxies if there are insufficient votes at the time of the special meeting to approve the merger agreement; and

4. Other Matters. To consider and act upon any other business as may properly come before the special meeting or any adjournment
or postponement thereof by or at the direction of the Board of Directors.
The Board of Directors has fixed January 27, 2012 as the record date for the special meeting. Only holders of our common stock at the close of
business on the record date will be entitled to notice of, and to vote at, the special meeting and any adjournment of the special meeting, unless a
new record date is fixed in connection with an adjournment of the special meeting. A list of shareholders entitled to vote at the special meeting
will be available for inspection at our headquarters located at 5050 Edgewood Court, Jacksonville, Florida 32254 for a period of 10 days prior to
the special meeting and at the place of the special meeting for the duration of the special meeting.

Your vote is important, regardless of the number of shares of our common stock you own. The approval of the merger agreement requires
the affirmative vote of the holders of a majority of the outstanding shares of our common stock entitled to vote at the special meeting. The
approval of the advisory proposal on the compensation that may become payable to our named executive officers in connection with the merger
requires that the number of shares voted in favor of the proposal are greater than those voted against the proposal. The approval of the proposal
to adjourn the special meeting (if necessary or appropriate) to solicit additional proxies requires (i) if a quorum exists, that the number of shares
voted in favor of adjournment are greater than those voted against, or (ii) in the absence of a quorum, the affirmative vote of the holders of a
majority of the shares of our common stock represented at the special meeting.
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Whether or not you expect to attend the special meeting, please complete, sign, date and return the enclosed proxy card promptly to
ensure that your shares will be represented at the special meeting. If you decide to attend the special meeting, you may, if you wish,
revoke the proxy and vote your shares in person.

If you sign, date and mail your proxy card without indicating how you wish to vote, your vote will be counted as a vote in favor of the approval
of the merger agreement, in favor of the advisory vote on compensation that may become payable to our named executive officers, in favor of
the proposal to adjourn the special meeting (if necessary or appropriate) to permit further solicitation of proxies, and in accordance with the
recommendation of the Board of Directors on other matters, if any, properly brought before the special meeting for a vote by or at the direction
of the Board of Directors.

If you fail to vote by proxy or in person, it will have the same effect as a vote against the approval of the merger agreement.

A Special Committee of our Board of Directors, comprised of eight independent directors, and advised by independent financial and legal
advisors, negotiated the transaction and recommended it to our full Board of Directors. After careful consideration, the full Board of Directors
has unanimously adopted and approved the merger agreement and approved the merger and the other transactions contemplated by the merger
agreement and determined that the merger and the merger agreement are advisable to, and in the best interests of, Winn-Dixie and its
shareholders. OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR THE APPROVAL OF
THE MERGER AGREEMENT. IN ADDITION, OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU
VOTE FOR THE ADVISORY VOTE ON COMPENSATION THAT MAY BECOME PAYABLE TO OUR NAMED EXECUTIVE
OFFICERS IN CONNECTION WITH THE MERGER AND FOR THE PROPOSAL TO ADJOURN THE SPECIAL MEETING (IF
NECESSARY OR APPROPRIATE) TO SOLICIT ADDITIONAL PROXIES IF THERE ARE INSUFFICIENT VOTES AT THE
TIME OF THE SPECIAL MEETING TO APPROVE THE MERGER AGREEMENT.

Please carefully read the proxy statement and other materials concerning Winn-Dixie, the merger and the other proposals enclosed with this
notice for a more complete statement regarding the matters to be acted upon at the special meeting.

PLEASE DO NOT SEND ANY STOCK CERTIFICATES AT THIS TIME.

By order of the Board of Directors,

Timothy L. Williams

Secretary
Jacksonville, Florida

February 3, 2012
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SUMMARY

This summary highlights selected information from this proxy statement and may not contain all of the information that may be important to you.
To understand the merger fully, and for a more complete description of the legal terms of the merger, you should carefully read this entire proxy
statement, the annexes attached to this proxy statement and the documents to which we refer. The Agreement and Plan of Merger, which we
refer to as the merger agreement, dated as of December 16, 2011, by and among Opal Holdings, LLC, or Holdings, Opal Merger Sub,
Inc., or Merger Sub and Winn-Dixie Stores, Inc., or Winn-Dixie, —we, us, our, orthe Company, is attached as Annex A to this
proxy statement. We have included page references in parentheses to direct you to the appropriate place in this proxy statement for a more
complete description of the topics presented in this summary.

The Parties to the Merger Agreement (Page 19)

i Winn-Dixie, a corporation organized under the laws of the State of Florida, is one of the nation s largest food retailers and operates primarily
under the Winn-Dixie banner. As of January 13, 2012, Winn-Dixie operated 484 retail grocery locations and approximately 380 in-store
pharmacies in Florida, Alabama, Louisiana, Georgia and Mississippi. Winn-Dixie had net sales of approximately $6.9 billion and total assets of
approximately $1.8 billion as of and for its fiscal year ended June 29, 2011.

i Holdings, a limited liability company organized under the laws of the State of Delaware, was formed for the purpose of entering into the
merger agreement with Winn-Dixie and completing the merger. Holdings has not conducted any activities to date, other than activities incidental
to its formation and in connection with the transactions contemplated by the merger agreement. Holdings is a wholly owned subsidiary of

BI-LO, LLC, which is in turn a wholly owned subsidiary of BI-LO Holding, LLC. BI-LO Holding, LLC is a majority owned subsidiary of Lone
Star Fund V (U.S.), L.P., a partnership that is a part of the group of investment funds commonly known as Lone Star Funds. We refer to the

Lone Star Funds as Lone Star and we refer to Lone Star Fund V (U.S.) LP as Lone Star Guarantor. Lone Star is a global investment firm that
acquires debt and equity assets including corporate, commercial real estate, single family residential and consumer debt products as well as

banks and operating companies. Since the establishment of its first fund in 1995, the principals of Lone Star have organized private equity funds
totaling approximately $33 billion of capital that has been invested globally through Lone Star s worldwide network of affiliate offices.

i Merger Sub, a corporation organized under the laws of the State of Florida, is a direct wholly owned subsidiary of Holdings, formed solely
for the purpose of entering into the merger agreement with Winn-Dixie and completing the merger. Merger Sub has not conducted any activities
to date, other than activities incidental to its formation and in connection with the transactions contemplated by the merger agreement.

The Merger; Effective Time of the Merger (Page 60)

i You are being asked to vote to approve the merger agreement. Upon the terms and subject to the conditions contained in the merger
agreement, Merger Sub will be merged with and into Winn-Dixie, with Winn-Dixie remaining as the surviving corporation. As a result of the
merger, we will cease to be a publicly traded company and will become a wholly owned subsidiary of Holdings.

i The merger will become effective upon the filing of articles of merger with the Florida Department of State or at such later time as is agreed
upon by Holdings and us and specified in the articles of merger in accordance with Florida law.

i The closing of the merger is expected to occur on the second business day after the conditions to the merger set forth in the merger agreement
have been satisfied or waived or at such other time agreed to in writing
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by us and Holdings. Although we expect to complete the merger shortly after the special meeting of our shareholders, we cannot specify when,
or assure you that, we and Holdings will satisfy or waive all conditions to the merger.

Merger Consideration (Page 61)

i If the merger is completed, each share of common stock, par value $0.001 per share, of Winn-Dixie, which we refer to as  our common stock,
that is issued and outstanding immediately prior to the effective time of the merger (other than shares held by (i) us as treasury stock,

(i1) Holdings or Merger Sub or (iii) any of our direct or indirect wholly owned subsidiaries), will be cancelled at the effective time of the merger
and automatically be converted into the right to receive $9.50 in cash, without interest and less applicable withholding taxes.

Effect on Stock Options and Restricted Stock Units (Page 61)

i At the effective time of the merger, all options to purchase shares of our common stock that are outstanding immediately prior to the effective
time and that are vested or that, upon consummation of the merger, will automatically vest in accordance with their terms, will be cancelled by
us and will be converted into the right to receive a cash payment equal to the excess, if any, of $9.50 per share in cash over the exercise price per
share of the option, multiplied by the number of shares subject to the applicable option, without interest and less any applicable withholding tax.
If the exercise price per share of any option is $9.50 or greater, such option will be cancelled, retired and cease to exist as of the effective time of
the merger and the holder of such stock option will have no right to receive any consideration for such option. All options to purchase shares of
our common stock that are unvested at the effective time and that are not automatically vested pursuant to their terms by virtue of the merger
will be cancelled, retired and cease to exist as of the effective time of the merger and the holders of such stock options will have no right to
receive any consideration for such options. All restricted stock units that are outstanding immediately prior to the effective time and that, upon
consummation of the merger, will automatically vest in accordance with their terms, will be converted into the right to receive $9.50 per share in
cash, without interest and less any applicable withholding tax. All restricted stock units subject to performance based vesting conditions that are
unvested at the effective time and that are not automatically vested pursuant to their terms by virtue of the merger will be cancelled and the
holders of such restricted stock units will have no right to receive any consideration for such cancellation.

Effect on Employee Stock Purchase Plan (Page 61)

i With respect to our Employee Stock Purchase Plan, which we refer to as the ESPP, as of the effective time of the merger, any then current
offering period under the ESPP shall be terminated and no new offering periods will begin under the ESPP after such date and no further shares
of our common stock will be purchased under the ESPP. Winn-Dixie will refund any unused cash (without interest) in a participant s account to
such participant.

Conditions to the Merger (Page 74)

i We and Holdings will not complete the merger unless a number of conditions are satisfied or waived, as applicable, including the approval by
our shareholders of the merger agreement and the expiration or termination of the applicable waiting period under the Hart-Scott-Rodino

Antitrust Improvements Act of 1976, as amended, which we refer to as the HSR Act. On December 30, 2011, we and Lone Star Guarantor each
filed the required notification and report forms under the HSR Act with the Antitrust Division of the U.S. Department of Justice, referred to as

the DOJ, and the U.S. Federal Trade Commission, referred to as the FTC, and on January 12, 2012, early termination of the applicable waiting
period under the HSR Act was granted.
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Termination of the Merger Agreement (Page 75)

i Either we or Holdings can terminate the merger agreement under certain circumstances, including, in general, if the other party breaches any
of its representations, warranties, covenants or agreements in a manner that would result in the failure of closing conditions set forth in the
merger agreement and such breach is not cured within a specified time period.

i In addition to certain other circumstances, Holdings may also terminate the merger agreement if our Board of Directors elects to withdraw or
adversely modify its recommendation of the merger or the merger agreement. We may also terminate the merger agreement, after complying
with certain procedures in the merger agreement, in order to enter into a definitive acquisition agreement with a third party that our Board of
Directors has determined constitutes a superior proposal. If the merger agreement is terminated as described in this paragraph, we will be
required to pay Holdings a $19.6 million termination fee.

i In addition, if the merger agreement is terminated (i) by us as a result of the representations and warranties of Holdings or Merger Sub having
become untrue or Holdings or Merger Sub breaching any of its covenants, in each case causing a failure of applicable closing conditions that are
not cured during the specified time period, (ii) by us as a result of Holdings and Merger Sub failing to close the merger when they were
otherwise obligated to close the merger or (iii) by us or Holdings as a result of the merger failing to close because Holdings failed to take certain
actions related to antitrust matters, Holdings will be required to pay us a closing failure fee of $72,825,000.

No Solicitation of Competing Proposals (Page 68)

i The merger agreement contains non-solicitation provisions that prohibit us from soliciting or engaging in discussions or negotiations
regarding a competing proposal to the merger. The merger agreement contains certain exceptions to these prohibitions, including if prior to the
special meeting of our shareholders we receive an unsolicited acquisition proposal from a third party that meets certain conditions.

Recommendation of Our Board of Directors (Page 34)

i A Special Committee of our Board of Directors (the Special Committee ), comprised of eight independent directors, and advised by
independent financial and legal advisors, negotiated the transaction and recommended it to our full Board of Directors. After due discussion and
due consideration, on the unanimous recommendation of the Special Committee, our full Board of Directors has unanimously determined that
the merger agreement and the merger are advisable to, and in the best interests of, Winn-Dixie and our shareholders. Accordingly, our Board of
Directors unanimously recommends that you vote  FOR the approval of the merger agreement.

Reasons for Recommendation of Our Board of Directors and the Special Committee (Page 30)

i The Special Committee, in making its recommendation to our full Board of Directors that the Board of Directors approve the merger, and the
Board of Directors, in making its recommendation that you vote  FOR the approval of the merger agreement, each considered a number of
factors. Please refer to the more detailed information contained in  Reasons for the Merger on page 30.

Opinion of Goldman, Sachs & Co. as Financial Advisor to the Special Committee (Page 34 and Annex B)

i Goldman, Sachs & Co. ( Goldman Sachs ) rendered its oral opinion to the Special Committee, subsequently confirmed in writing, that as of
December 16, 2011 and based upon and subject to the limitations,
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qualifications and assumptions set forth therein, the $9.50 per share in cash to be paid to the holders of outstanding shares of our common stock
pursuant to the merger agreement was fair from a financial point of view to such holders.

i The full text of the written opinion of Goldman Sachs, dated December 16, 2011, which sets forth assumptions made, procedures followed,
matters considered and limitations on the review undertaken in connection with the opinion, is attached as Annex B. The summary of the
Goldman Sachs opinion provided in this proxy statement is qualified in its entirety by reference to the full text of the written opinion.
Winn-Dixie shareholders are urged to read the opinion carefully and in its entirety. Goldman Sachs provided its opinion for the information and
assistance of the Special Committee in connection with its consideration of the merger. Goldman Sachs opinion is not a recommendation as to
how any holder of shares of Winn-Dixie common stock should vote with respect to the merger or any other matter.

Special Meeting; Record Date; Quorum; Merger Vote (Page 15)

i The special meeting of our shareholders will be held at our headquarters located at 5050 Edgewood Court, Jacksonville, Florida 32254,
beginning at 9:00 a.m., Eastern Standard Time, on Friday, March 9, 2012.

i The Board of Directors has fixed January 27, 2012 as the record date for the special meeting.

i A quorum of shareholders is necessary to hold a valid special meeting. A quorum is present at the special meeting if a majority of the issued
and outstanding shares of our common stock entitled to vote at the special meeting are present in person or represented by proxy. Abstentions
and broker non-votes are counted as present for the purpose of determining whether a quorum is present.

i The merger cannot be completed unless shareholders holding a majority of the outstanding shares entitled to vote at the special meeting
approve the merger agreement. If you fail to vote on the merger agreement or fail to instruct your broker on how to vote, it will have the same
effect as voting against the approval of the merger agreement.

Material U.S. Federal Income Tax Consequences of the Merger (Page 55)

i For U.S. federal income tax purposes, the merger will be treated as a sale of the shares of our common stock for cash by each of our
shareholders. As a result, in general, a U.S. holder (as defined below) of our common stock will recognize gain or loss equal to the difference, if
any, between the amount of cash received in the merger and such shareholder s adjusted tax basis in the shares surrendered. Such gain or loss will
be capital gain or loss if the shares of common stock surrendered are held as a capital asset in the hands of the shareholder, and will be long-term
capital gain or loss if the shares of common stock have a holding period of more than one year at the time of the merger. For U.S. federal income
tax purposes, a non-U.S. holder (as defined below) will generally not be subject to U.S. federal income tax on the merger consideration such
holder receives unless such holder has certain connections to the United States.

i Shareholders are urged to consult their own tax advisors as to the particular tax consequences to them of the merger.
Common Stock Ownership of Our Directors and Executive Officers (Page 80)

i As of the record date, our directors and executive officers beneficially owned, in the aggregate, approximately 4.36% of the outstanding
shares of our common stock entitled to vote at the special meeting. We currently expect that each of these individuals will vote all of his or her
shares of common stock in favor of each of the proposals.
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Interests of Our Directors and Executive Officers in the Merger (Page 48)
i Our directors and executive officers may have interests in the merger that are different from, or in addition to, yours, including the following:

our directors and executive officers will (i) receive cash consideration for their vested stock options and stock options that will vest
pursuant to their terms in connection with the merger in an amount equal to the excess, if any, of $9.50 per share in cash over the exercise price
per share of the option, multiplied by the number of shares subject to the applicable option (without interest and less any applicable withholding
tax); provided that if the exercise price of a stock option is equal to or greater than $9.50, such stock option will be cancelled without any cash
payment being made in respect thereof and (ii) receive cash consideration of $9.50 per share (without interest and less any applicable
withholding tax) for their restricted stock units that will vest pursuant to their terms in connection with the merger;

our president and chief executive officer is a party to an employment agreement which provides for enhanced payments upon the
termination of his employment;

our senior vice presidents, group vice presidents, vice presidents, regional vice presidents, directors and senior directors are participants in
an executive severance plan which provides for enhanced payments upon the termination of their employment;

Holdings has agreed to provide each of our employees (including our executive officers) with base salary or hourly wage rate, incentive
compensation opportunities and other compensation employee benefits (excluding any equity or equity-based compensation) that are no less
favorable for all employees in the aggregate than the benefits provided by us immediately prior to the merger for a period of one year after the
effective time of the merger;

certain of our executive officers may receive cash or other non-equity compensation from the Company, Holdings or affiliates of Holdings
for services to be rendered in the future in connection with their continued employment following the closing of the merger;

Holdings has agreed to honor all benefit plans (including all severance, change of control and similar plans and agreements) in effect for
one year after the effective time of the merger;

the merger agreement provides for insurance and indemnification arrangements for each of our current and former directors and officers;

our employees (including our executive officers) will receive full service credit for all purposes under Holdings employee benefits plans,
programs and arrangements (other than equity plans and benefit accrual under any pension plans), and Holdings will cause all pre-existing
condition exclusions or limitations and actively-at-work requirements to be waived and to allow eligible expenses to be taken into account to
satisfy deductibles, coinsurance and out of pocket requirements under applicable Holdings plans and our employees will be allowed to use
accrued vacation; and

in connection with the execution of the merger agreement, we entered into an Expense Advance Agreement with each of our current
directors, which agreement provides that if any director incurs any expenses in defending any civil or criminal proceeding brought in connection
with such director s service on the Board of Directors, such expenses shall be advanced by us, to the fullest extent permitted by law.

i The Special Committee and our Board of Directors were aware of these interests and considered them, among other matters, in making their
decisions.
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i In addition, on January 11, 2012, our president and chief executive officer entered into a retention bonus agreement with BI-LO Holding,
LLC that provides that a performance bonus and/or a discretionary bonus may become payable if he remains employed as an adviser to
Winn-Dixie through a pre-determined period following the closing of the merger.

i On January 25, 2012, our chief financial officer entered into a post-closing employment agreement with BI-LO Holding, LLC that provides
that he will remain employed on an at will basis as Winn-Dixie s integration lead after the closing of the merger. Prior to the closing of the
merger, other of our executive officers may also enter into retention or employment arrangements with BI-LO Holding, LLC or Holdings.

Financing of the Merger (Page 47)

i Holdings has obtained equity and debt financing commitments, the aggregate proceeds of which will be sufficient to consummate the merger
and the other transactions contemplated by the merger agreement. These commitments are described in more detail below. The funding under
these commitments is subject to certain conditions, including conditions that do not relate directly to the conditions to closing in the merger
agreement. Although obtaining the proceeds of any financing, including the financing under these commitments, is not a condition to Holdings
obligation to complete the merger, the failure of Holdings and Merger Sub to obtain financing (whether under these commitments or otherwise)
is likely to result in the failure of the merger to be completed. In that case, Holdings may be obligated to pay us a fee of $72,825,000 as
described under The Merger Agreement Termination Fee and Closing Failure Fee beginning on page 77.

Limited Guarantee (Page 58)

i Lone Star Guarantor provided us with a direct guarantee of the full and prompt payment and performance of certain payment obligations of
Holdings and Merger Sub arising under the merger agreement (including payment of the $72,825,000 termination fee) as limited pursuant to the
terms of the merger agreement; provided that Lone Star Guarantor s liability under the guarantee will not exceed $72,825,000.

HSR Act Approval (Page 58)

i The merger is subject to the HSR Act. On December 30, 2011, Winn-Dixie and Lone Star Guarantor each filed the required notification and
report forms under the HSR Act with the DOJ and FTC, and on January 12, 2012, early termination of the applicable waiting period under the
HSR Act was granted.

Market Price of Common Stock (Page 79)

i The closing share price of our common stock on December 16, 2011, the last trading day prior to the announcement of the merger, was
$5.43, and the merger consideration of $9.50 represents a premium of approximately 75% to this closing share price.

Procedure for Payment of Merger Consideration (Page 61)

i Promptly after the effective time of the merger, the paying agent will mail to each holder of record of our common stock a letter of
transmittal (specifying that delivery shall be effected, and risk of loss and title to the certificates shall pass, only upon proper delivery of the
certificates to the paying agent, or in the case of book-entry shares, upon adherence to the procedures set forth in the letter of transmittal) and
instructions advising how to surrender the certificates or book-entry shares in exchange for the $9.50 per share merger consideration. Upon
surrender of a certificate or book-entry share to the paying agent, together with such letter of transmittal, duly completed and validly executed in
accordance with the instructions thereto, and any other documents as the paying agent may reasonably require, you will be entitled to receive in
exchange therefor the $9.50 per share merger consideration for each share formerly represented by such certificate or book-entry. Interest will
not be paid or accrue in respect of the $9.50 per share merger consideration. The paying agent will reduce the amount of any merger
consideration paid to you by any applicable withholding taxes.
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No Appraisal Rights (Page 58)

i Under Florida law, you do not have any appraisal rights in connection with the merger.
Shareholder Litigation (Page 58)

i A total of eight complaints challenging the merger have been filed by plaintiffs seeking to represent a class of Winn-Dixie shareholders.
Seven complaints have been filed in the Circuit Court of the Fourth Judicial District in and for Duval County, Florida, and one case filed in the
United States District Court for the Middle District of Florida. The cases filed in state court have been consolidated, a Lead Plaintiff appointed,
and the Lead Plaintiff has filed an amended complaint.

i The plaintiffs in the consolidated case pending in state court and in the case pending in federal court generally allege, among other things,
that the consideration agreed to in the merger agreement is inadequate and unfair to Winn-Dixie shareholders, that this proxy statement contains
materially misleading disclosures or omissions regarding the proposed transaction, and that the members of Winn-Dixie s Board of Directors
breached their fiduciary duties in approving the merger agreement and issuing this proxy statement. The plaintiffs also allege that those alleged
breaches of fiduciary duty were aided and abetted by Winn-Dixie and the entities affiliated with BI-LO, LLC named in the various complaints.
The plaintiffs seek equitable relief, including an injunction prohibiting consummation of the merger, and rescission or rescissory damages if the
merger is consummated. The defendants responses to these complaints are not yet due.
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QUESTIONS AND ANSWERS ABOUT THE SPECIAL MEETING AND THE MERGER

The following questions and answers are intended to address briefly some commonly asked questions regarding the special meeting and the
proposed merger. These questions and answers may not address all questions that may be important to you with respect to the special meeting or
the merger. Please refer to the more detailed information contained elsewhere in this proxy statement, the annexes to this proxy statement and
the documents referred to in this proxy statement.

Q: What is the date, time and place of the special meeting?

A: The special meeting of our shareholders will be held at our headquarters located at 5050 Edgewood Court, Jacksonville, Florida 32254,
beginning at 9:00 a.m., Eastern Time, on Friday, March 9, 2012.

Q: Who is soliciting my proxy?

A: This proxy is being solicited by the Board of Directors of Winn-Dixie.

Q: What am I being asked to vote on?

A: You are being asked to vote on the following:

Approval of the merger agreement (Proposal 1);

An advisory proposal to approve the compensation that may become payable to our named executive officers in connection with the
merger (Proposal 2);

Approval of the adjournment of the special meeting (if necessary or appropriate) to solicit additional proxies if there are insufficient
votes at the time of the special meeting to approve the merger agreement (Proposal 3); and

The transaction of any other business that may properly come before the special meeting or any adjournment or postponement of the
special meeting by or at the direction of the Board of Directors.

Q: What is the proposed transaction?

A: Once the merger agreement has been approved by our shareholders and all of the conditions set forth in the merger agreement have been
satisfied or waived, Merger Sub will be merged with and into us, and we will survive the merger as a wholly owned subsidiary of
Holdings. Each holder of shares of our common stock outstanding immediately prior to the merger (other than shares owned by (i) us as
treasury stock, (ii) Holdings or Merger Sub and (iii) any of our direct or indirect wholly owned subsidiaries) will receive $9.50 per share in
cash, without interest and less applicable withholding taxes.
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Q: How does the Board of Directors recommend that I vote?

A: Our Board of Directors unanimously recommends that you vote:

FOR the approval of the merger agreement (Proposal 1);

FOR the approval of the advisory vote on compensation that may become payable to our named executive officers in connection
with the merger (Proposal 2); and

FOR the approval of the adjournment of the special meeting (if necessary or appropriate) to solicit additional proxies if there are
insufficient votes at the time of the special meeting to approve the merger agreement (Proposal 3).
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Q: How many shares must be present or represented at the special meeting in order to conduct business?

A: A quorum of shareholders is necessary to hold a valid special meeting. A quorum is present at the special meeting if a majority of the
issued and outstanding shares of our common stock entitled to vote at the special meeting are present in person or represented by proxy.
Abstentions and broker non-votes are counted as present for the purpose of determining whether a quorum is present.

Q: What vote of our shareholders is required to approve the proposals?

A: The vote requirements to approve the proposals are as follows:

the proposal to approve the merger agreement (Proposal 1) requires the affirmative vote of the holders of a majority of the
outstanding shares of our common stock entitled to vote at the special meeting. Because the required vote is based on the number
of shares of our common stock outstanding, failure to vote your shares (including as a result of broker non-votes and
abstentions) will have the same effect as voting against approval of the merger agreement;

the advisory proposal to approve the compensation that may become payable to our named executive officers in connection with the
merger (Proposal 2) requires that the number of shares voted in favor of the proposal are greater than those voted against; and

the proposal to approve the adjournment of the special meeting (if necessary or appropriate) to solicit additional proxies (Proposal 3)
requires (i) if a quorum exists, that the number of shares voted in favor of adjournment are greater than those voted against, or (ii) in
the absence of a quorum, the affirmative vote of the holders of a majority of the shares of our common stock represented at the
special meeting.
Even if you plan to attend the special meeting, we urge you either to complete, sign, date and return promptly the enclosed proxy card or submit
your proxy or voting instructions by telephone or Internet to assure your shares of Winn-Dixie common stock are represented and voted at the
special meeting.

Q: Who is entitled to vote at the special meeting?

A: Only shareholders of record as of the close of business on January 27, 2012, the record date for the special meeting, are entitled to receive
notice of and to vote at the special meeting. You will have one vote at the special meeting for each share of our common stock you owned
at the close of business on the record date. On the record date, 56,668,025 shares of our common stock were outstanding and entitled to be
voted at the special meeting.

Q: What do I need to do now? How do I vote?

A: Weurge you to carefully read this proxy statement, including its annexes and any documents referred to herein in their entirety, and to
consider how the merger affects you. You can ensure that your shares are voted at the special meeting by granting a proxy either by:

Telephone, by calling the toll-free number listed on the proxy card (if you are a registered shareholder, meaning you hold your stock
in your name) or vote instruction card (if your shares are held in street name, meaning that your shares are held in the name of a
broker, bank or other nominee and your broker, bank or other nominee makes telephone voting available);
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The Internet, at the address provided on the proxy card (if you are a registered shareholder) or vote instruction card (if your shares
are held in street name and your broker, bank or other nominee makes Internet voting available); or
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Mail, by completing, signing, dating and mailing the proxy card or vote instruction card and returning it in the envelope provided.
Proxies will be voted as specified by the shareholder or shareholders granting the proxy.

If you are a Winn-Dixie team member, and hold your shares through the ESPP, you will receive a voting instruction card in the mail. You also
have the option of voting your shares over the Internet or by telephone by following the instructions that you receive with this proxy statement.
You can also sign your voting instruction card and return it by mail, or attend the special meeting and vote in person.

Please do NOT send in your stock certificates at this time.

If your shares of our common stock are held in street name by your broker, bank or other nominee, be sure to give your broker, bank or other
nominee instructions on how you want to vote your shares because your broker, bank or other nominee will not be able to vote on the merger
agreement proposal without instructions from you. See the question below If my broker, bank or other nominee holds my shares in street name,
will my broker, bank or other nominee vote my shares for me?

Q: How are votes counted?

A: For Proposal 1, the approval of the merger agreement, you may vote FOR, AGAINST or ABSTAIN. Ifyou fail to vote your shares of our
common stock or ABSTAIN from voting on the proposal, it has the same effect as if you vote AGAINST the approval of the merger
agreement.

For Proposal 2, the advisory vote to approve the compensation that may become payable to our named executive officers in connection with the

merger, you may vote  FOR,  AGAINST or ABSTAIN. An abstention will not count as a vote cast on the advisory proposal to approve the

compensation that may become payable to our named executive officers in connection with the merger. If you ABSTAIN, it will have no effect

on the outcome of the vote on this proposal.

For Proposal 3, the approval of the adjournment of the special meeting (if necessary or appropriate) to solicit additional proxies, you may vote
FOR, AGAINST or ABSTAIN. Ifaquorum is present, an abstention will not count as a vote cast on the proposal to adjourn the special meeting
(if necessary or appropriate) to solicit additional proxies. As a result, if a quorum is present and you ABSTAIN, it will have no effect on the
outcome of the vote on this proposal. However, if a quorum is not present and you ABSTAIN from voting on the proposal, it has the same effect
as if you vote  AGAINST the proposal.

If you sign and return your proxy card and do not indicate how you want to vote, your proxy will be voted FOR the proposal to approve the
merger agreement, FOR the advisory approval to approve the compensation that may become payable to our named executive officers in
connection with the merger, FOR the proposal to approve the adjournment of the special meeting (if necessary or appropriate) to solicit
additional proxies, and in accordance with the recommendation of our Board of Directors on other matters, if any, properly brought before the
special meeting for a vote by or at the direction of the Board of Directors.

Q: If my broker, bank or other nominee holds my shares in street name, will my broker, bank or other nominee vote my shares for
me?

A: No, unless you provide specific instructions to your broker, bank or other nominee on how to vote. You should follow the directions
provided by your broker, bank or other nominee regarding how to instruct your broker, bank or other nominee to vote your shares. Unless
you follow the instructions, your shares will not be voted and will have the same effect as if you voted against the approval of the merger
agreement. We refer to this as a broker non-vote.
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Q: What is the difference between holding shares as a shareholder of record and as a beneficial owner?

A: Many of our shareholders hold their shares through a broker, trustee or other nominee (such as a bank) rather than directly in their own
name. As summarized below, there are some distinctions between shares owned of record and those owned beneficially.

Shareholder of Record. If your shares are registered directly in your name with our transfer agent, American Stock Transfer & Trust
Company, you are considered to be the shareholder of record with respect to those shares and these proxy materials are being sent
directly to you. As the shareholder of record, you have the right to grant your proxy directly to us or to vote in person at the special
meeting. We have enclosed a proxy card for you to use.

Beneficial Owner. If your shares are held in a brokerage account, by a trustee or by another nominee (such as a bank), you are
considered the beneficial owner of shares held in street name and these proxy materials are being forwarded to you, together with a
voting instruction card by your broker, trustee or nominee. As the beneficial owner, you have the right to direct your broker, trustee
or other nominee how to vote and may also attend the special meeting. Since a beneficial owner is not the shareholder of record, you
may not vote your shares in person at the special meeting unless you obtain a valid proxy from the broker, trustee or nominee that
holds your shares, giving you the right to vote at the special meeting.

Q: May I attend the special meeting?

A: You are entitled to attend the special meeting only if you were a shareholder as of the close of business on the record date or if you hold a
valid proxy for the special meeting from such a shareholder. You will be required to present photo identification for admittance to the
special meeting. If you are a shareholder of record, your name will be verified against the list of shareholders of record on the record date
prior to your being admitted to the special meeting. If you are not a shareholder of record but hold shares in street name through a broker,
bank or other nominee (such as a trustee), you should provide proof of beneficial ownership on the record date, such as your most recent
brokerage account statement, a copy of the voting instruction card provided to you by your broker, bank or other nominee, or other similar
evidence of ownership. If you do not provide photo identification or comply with the procedures outlined above, you will not be admitted
to the special meeting.

The special meeting will begin promptly at 9:00 a.m. Eastern Time. Check-in will begin at 8:00 a.m. Eastern Time, and you should allow ample

time for the check-in procedures.

We may establish additional security procedures and policies at the special meeting in addition to those described in this proxy statement.

Q: When should I return my proxy card?

A:  You should return your proxy card as soon as possible so that your shares will be voted at the special meeting.

Q: Should I send in my stock certificate(s) now?

A: NO.PLEASE DO NOT SEND ANY STOCK CERTIFICATES WITH YOUR PROXY. After the merger is completed, you will receive
written instructions, including a letter of transmittal, for exchanging your shares of our common stock for the merger consideration of
$9.50 per share in cash, without interest and less applicable withholding tax.
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Q: May I change my vote after I have submitted my proxy?

A: Yes. If you hold your shares in your name, you have the unconditional right to revoke your proxy at any time prior to its exercise by
employing any of the following three methods:

first, you can deliver to our Corporate Secretary, at our headquarters located at 5050 Edgewood Court, Jacksonville, Florida 32254, a
written notice of revocation (dated later than the date of your proxy card) stating that you revoke your proxy, provided such written
notice is received by our Corporate Secretary before 11:59 p.m. Eastern Time on March 8§, 2012;

second, you can submit by telephone, the Internet or mail a new proxy dated after the date of the proxy you wish to revoke, provided
the new proxy is received by our Corporate Secretary before 11:59 p.m. Eastern Time on March 8, 2012; or

third, you can attend the special meeting and vote in person.
Revocation of your proxy, without any further action, will mean your shares will not be voted at the special meeting or counted towards
satisfying the quorum requirements. Your attendance at the special meeting will not revoke your proxy unless you vote at the special meeting. If
you decide to vote by completing, signing, dating and returning the enclosed proxy card, you should retain a copy of the voter control number
found on the proxy card if you later decide to revoke your proxy and change your vote by telephone or through the Internet.

If you have instructed your broker, bank or other nominee to vote your shares, you must follow directions received from your broker, bank or
other nominee to change your vote. You cannot vote shares held in street name by returning a proxy card directly to us or by voting in person at
the special meeting, unless you obtain a valid proxy from your broker, bank or other nominee.

Q: Who will bear the cost of the solicitation?

A: The expense of soliciting proxies in the enclosed form will be borne by Winn-Dixie. We have retained Georgeson Inc., who we refer to as
Georgeson, a proxy solicitation firm, to solicit proxies in connection with the special meeting at a cost of approximately $12,000 plus
reimbursement of out-of-pocket fees and expenses. In addition, we may reimburse brokers, banks and other custodians, nominees and
fiduciaries representing beneficial owners of shares for their expenses in forwarding soliciting materials to such beneficial owners. Proxies
may also be solicited by certain of our directors, officers and employees, personally or by telephone, facsimile or other means of
communication. No additional compensation will be paid for such services.

Q: What does it mean if I receive more than one set of voting materials?

A: If you have shares of our common stock that are registered differently and are in more than one account, you will receive more than one
proxy card. Please follow the directions for submitting a proxy on each of the proxy cards you receive to ensure that all of your shares are
voted.

Q: What happens if I sell my shares before the special meeting?

A: The record date of the special meeting is earlier than the special meeting and the date that the merger is expected to be completed. If you
transfer your shares of Winn-Dixie common stock after the record date but before the special meeting, you will retain your right to vote at
the special meeting but will have transferred the right to receive $9.50 per share in cash to be received by our shareholders in the merger.
In order to receive the $9.50 per share, you must hold your shares through the completion of the merger.
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What is the impact of the merger on the Employee Stock Purchase Plan?

With respect to our ESPP, any then current offering period under the ESPP shall be terminated and no new offering periods will begin
under the ESPP after such date and no further shares of our common stock will be purchased under the ESPP. Winn-Dixie will refund any
remaining cash (without interest) in a participant s account to such participant and terminate the ESPP.

When do you expect the merger to be completed?

The closing of the merger is expected to occur on the second business day after the conditions to the merger set forth in the merger
agreement have been satisfied or waived or at such other time agreed to in writing by us and Holdings. Although we expect to complete
the merger shortly after the special meeting of our shareholders, we cannot specify when, or assure you that, we and Holdings will satisfy
or waive all conditions to the merger. See Proposal 1 The Merger Agreement Conditions to the Merger.

When will I receive the cash consideration for my shares?

After the merger is completed, you will receive written instructions, including a letter of transmittal, that explain how to exchange your
shares for the cash consideration to be paid in the merger. When you properly complete and return the required documentation described in
the written instructions, you will receive from the paying agent a payment of the cash consideration for your shares.

Am I entitled to appraisal rights?

You do not have appraisal rights in connection with the merger.

Where can I find more information about Winn-Dixie?

Winn-Dixie files periodic reports and other information with the Securities and Exchange Commission ( SEC ). This information is
available on the Internet site maintained by the SEC at www.sec.gov. For a more detailed description of the information available, please
refer to  Where You Can Find More Information on page 84 of this proxy statement.

Who can help answer my other questions?

If you have additional questions about the special meeting or the merger, including the procedures for voting your shares, or if you would
like additional copies, without charge, of this proxy statement, you should contact our proxy solicitation agent, Georgeson, toll-free at
(866) 432-2791. If your broker, bank or other nominee holds your shares, you may also call your broker, bank or other nominee for
additional information.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This proxy statement, and the documents to which we refer you in this proxy statement, contain forward-looking statements about our plans,
objectives, expectations and intentions. Forward-looking statements include information concerning possible or assumed future results of our
operations, the expected completion and timing of the merger and other information relating to the merger. Such statements are often expressed
through the use of words or phrases such as will result, are expected to,  anticipated, plans, intends, will continue, estimated,
preliminary, forecast and similar expressions. You should read statements that contain these words carefully. They discuss our future
expectations or state other forward-looking information, and may involve known and unknown risks and uncertainties over which we have no
control. In addition to other factors and matters contained in this proxy statement, those risks and uncertainties include, without limitation:

the satisfaction of the conditions to complete the merger, including the approval of the merger agreement by our shareholders;

the occurrence of any event, change or other circumstance that could give rise to the termination of the merger agreement, including
a termination under circumstances that could require us to pay a termination fee of $19.6 million to Holdings;

the amount of the costs, fees, expenses and charges related to the merger;

the potential adverse effect on our business and operations due to our compliance with certain of our covenants in the merger
agreement;

the effect of the announcement of the merger on our customer and supplier relationships, operating results and business generally;

the risk that the merger may not be completed in a timely manner or at all, which may adversely affect our business and the share
price of our common stock;

our inability to retain and, if necessary, attract key employees, particularly while the proposed merger is pending;

the litigation in connection with the proposed merger discussed in this proxy;

risks related to diverting management s attention from ongoing business operations;

general economic and market conditions;

the risk of unforeseen material adverse changes to our business and operations; and

other risks and uncertainties detailed in our filings with the Securities and Exchange Commission, referred to as the SEC, including

projectic

the risks set forth in Item 1A. Risk Factors in our Annual Report on Form 10-K for the year ended June 29, 2011 (filed on August 29,

2011), referred to as the Form 10-K. See Where You Can Find More Information.
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We believe that the assumptions on which our forward-looking statements are based are reasonable. However, we cannot assure you that the
actual results or developments we anticipate will be realized or, if realized, that they will have the expected effects on our business or operations.
All subsequent written and oral forward-looking statements concerning the merger or other matters addressed in this proxy statement and
attributable to us or any person acting on our behalf are expressly qualified in their entirety by the cautionary statements contained or referred to
in this section. Forward-looking statements speak only as of the date of this proxy statement. Except as required by applicable law or regulation,
we do not undertake to release the results of any revisions of these forward-looking statements to reflect future events or circumstances.
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THE SPECIAL MEETING OF SHAREHOLDERS

This proxy statement is furnished in connection with the solicitation of proxies in connection with a special meeting of our shareholders.
Date, Time, Place and Purpose of the Special Meeting

The special meeting of our shareholders will be held at our offices located at 5050 Edgewood Court, Jacksonville, Florida 32254, on Friday,
March 9, 2012 beginning at 9:00 a.m., Eastern Time.

At the special meeting, we will ask you to (1) approve the merger agreement, (2) approve (on an advisory basis) the compensation that may
become payable to our named executive officers in connection with the merger, (3) approve the adjournment of the special meeting (if necessary
or appropriate) to solicit additional proxies if there are insufficient votes at the time of the special meeting to approve the merger agreement, and
(4) transact other business, if any, that is properly brought before the special meeting or any adjournment or postponement thereof by or at the
direction of our Board of Directors.

Recommendation of Our Board of Directors

Our Board of Directors, by unanimous vote, on the recommendation of the Special Committee, (1) approved and adopted the merger agreement
and the transactions contemplated by the merger agreement and (2) determined that the merger is in the best interests of Winn-Dixie and its
shareholders. Accordingly, our Board of Directors unanimously recommends that you vote  FOR  the proposal to approve the merger agreement,

FOR the advisory proposal to approve the compensation that may become payable to our named executive officers in connection with the
merger and FOR the proposal to adjourn the special meeting (if necessary or appropriate) to solicit additional proxies if there are insufficient
votes at the time of the special meeting to approve the merger agreement.

Record Date; Shares Entitled to Vote; Quorum

Only holders of record of our common stock at the close of business on January 27, 2012, the record date, are entitled to notice of and to vote at
the special meeting. On the record date, 56,668,025 shares of our common stock were issued and outstanding and held by approximately 2,993
holders of record. Each holder of record of our common stock will be entitled to one vote per share at the special meeting on the proposal to
approve the merger agreement, the proposal to adjourn the special meeting, the advisory proposal to approve compensation that may become
payable to our named executive officers in connection with the merger, and any other business that may properly come before the special
meeting or any adjournment or postponement thereof by or at the direction of the Board of Directors.

The holders of a majority of the outstanding shares of common stock entitled to vote as of the record date must be present, either in person or by
proxy, to constitute a quorum at the special meeting. We will count abstentions, either in person or by proxy, and broker non-votes (shares held
by a broker or other nominee that does not have the authority to vote on a matter) for the purpose of establishing a quorum. If a quorum is not
present at the special meeting, the holders of a majority of the common stock represented at the special meeting may adjourn the special meeting
to solicit additional proxies.

Vote Required

The approval of the merger agreement requires the affirmative vote of the shares representing a majority of the outstanding shares entitled to
vote at the special meeting. If you abstain from voting, either in person or by proxy, or do not instruct your broker or other nominee how to vote
your shares, it will have the same effect as a vote  AGAINST the approval of the merger agreement.
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The approval of the advisory proposal to approve the compensation that may become payable to our named executive officers in connection with
the merger requires that the number of shares voted in favor of the proposal are greater than those voted against. If you abstain from voting,
either in person or by proxy, or do not instruct your broker or other nominee how to vote your shares, it will not affect the advisory vote on the
compensation that may become payable to our named executive officers in connection with the merger.

The approval of the proposal to adjourn the special meeting (if necessary or appropriate) to solicit additional proxies requires (i) if a quorum
exists, that the number of shares voted in favor of adjournment are greater than those voted against, or (ii) in the absence of a quorum, the
affirmative vote of the holders of a majority of the shares of our common stock represented at the special meeting. If a quorum is present and
you abstain from voting, either in person or by proxy, or do not instruct your broker or other nominee how to vote your shares, it will not affect
the adjournment (if necessary or appropriate) to permit further solicitation of proxies. However, if a quorum is not present and you abstain from
voting, either in person or by proxy, it has the same effect as a vote  AGAINST the proposal.

YOUR VOTE IS IMPORTANT. The merger cannot be completed unless shareholders holding a majority of the outstanding shares
entitled to vote at the special meeting approve the merger agreement. Whether or not you plan to attend the special meeting in person,
please complete, sign, date and return promptly the enclosed proxy card or follow the related Internet or telephone voting instructions.
If you hold shares through a broker or other nominee, you should follow the procedures provided by your broker or nominee.

Common Stock Ownership of Our Directors and Executive Officers

As of the record date, our directors and executive officers beneficially owned in the aggregate approximately 4.36% of the outstanding shares of
our common stock entitled to vote at the special meeting. We currently expect that each of these individuals will vote all of their shares of
common stock in favor of each of the proposals.

Solicitation of Proxies

The Board of Directors of Winn-Dixie is soliciting your proxy. In addition to the solicitation of proxies by use of the mail, directors, officers and
other employees of Winn-Dixie may solicit the return of proxies by personal interview, telephone, e-mail or facsimile. We will not pay
additional compensation to our directors, officers and employees for their solicitation efforts, but we will reimburse them for any out-of-pocket
expenses they incur in their solicitation efforts. We will request that brokerage houses and other custodians, nominees and fiduciaries forward
solicitation materials to the beneficial owners of stock registered in their names. We will bear all costs of preparing, assembling, printing and
mailing the notice of special meeting of shareholders, this proxy statement, the enclosed proxy and any additional materials, as well as the cost
of forwarding solicitation materials to the beneficial owners of stock and all other costs of solicitation.

We have retained Georgeson to aid in the solicitation of proxies for the special meeting. We will pay Georgeson a base fee of $12,000 plus
reimbursement of out-of-pocket fees and expenses.

Voting

To vote your shares, you should follow the instructions as indicated on your proxy card if you vote over the Internet or by telephone, or you
should complete, sign, date and return the enclosed proxy in the enclosed postage-paid envelope. Voting your proxy does not limit your right to
vote in person should you decide to attend the special meeting. If your shares are held in the name of a broker or other nominee, you will be
provided voting instructions from your broker or other nominee and, in order to vote at the special meeting, you must ask your broker or other
nominee how you can vote in person at the special meeting.
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If you vote by mail and the returned proxy card is completed, signed and dated, your shares will be voted at the special meeting in accordance

with your instructions. If you vote by mail and your proxy card is returned unsigned, then your vote cannot be counted. If you vote by mail and

the returned proxy card is signed and dated, but you do not fill out the voting instructions on the proxy card, the shares represented by your

proxy will be voted FOR the approval of the merger agreement, FOR the approval (on an advisory basis) of the compensation that may become
payable to our named executive officers in connection with the merger and FOR the adjournment of the special meeting (if necessary or
appropriate) to solicit additional proxies if there are insufficient votes at the time of the special meeting to approve the merger agreement.

Shareholders who hold their shares of our common stock in street name, meaning in the name of a broker, bank or other nominee who is the
record holder, should follow the directions provided by their broker, bank or other nominee regarding how to instruct their broker, bank or other
nominee to vote their shares. Your broker, bank or other nominee will not be able to vote your shares without instructions from you.

If you are a Winn-Dixie team member, and hold your shares through the ESPP, you will receive a voting instruction card in the mail. You also
have the option of voting your shares over the Internet or by telephone by following the instructions that you receive with this proxy statement.
You can also sign your voting instruction card and return it by mail, or attend the special meeting and vote in person.

We do not expect that any matter other than the ones discussed in this proxy statement will be brought before the special meeting. If, however,
any other matters are properly presented by or at the direction of the Board of Directors, the persons named as proxies will vote in accordance
with the recommendation of our Board of Directors.

DO NOT SEND YOUR STOCK CERTIFICATES WITH YOUR PROXY. A LETTER OF TRANSMITTAL WITH INSTRUCTIONS
FOR THE SURRENDER OF ANY CERTIFICATES FOR SHARES OF OUR COMMON STOCK WILL BE MAILED TO YOU AS
SOON AS PRACTICABLE AFTER COMPLETION OF THE MERGER.

Revocation of Proxies

If you hold your shares in your name, you have the unconditional right to revoke your proxy at any time prior to its exercise by employing any
of the following three methods:

first, you can deliver to our Corporate Secretary, at our offices located at 5050 Edgewood Court, Jacksonville, Florida 32254, a
written notice of revocation (dated later than the date of your proxy card) stating that you revoke your proxy; provided, that such
written notice is received by our Corporate Secretary before 11:59 p.m. Eastern Time on March 8, 2012;

second, you can submit a new proxy by telephone, the Internet or mail dated after the date of the proxy you wish to revoke, provided
the new proxy is received by our Corporate Secretary before 11:59 p.m. Eastern Time on March 8, 2012; or

third, you can attend the special meeting and vote in person.
Revocation of your proxy, without any further action, will mean your shares will not be voted at the special meeting or counted towards
satisfying the quorum requirements. Your attendance at the special meeting will not revoke your proxy unless you vote at the special meeting.

If you have instructed your broker, bank or other nominee to vote your shares, you must follow directions received from your broker, bank or
other nominee to change your vote. You cannot vote shares held in street name by returning a proxy card directly to us or by voting in person at
the special meeting, unless you obtain a valid proxy from your broker, bank or other nominee giving you the right to vote the shares at the

special meeting.
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Assistance

Shareholders who have questions regarding the materials, need assistance voting their shares or require additional copies of the proxy statement
or proxy card, should contact or call (toll free):

(866) 432-2791

Georgeson Inc.

199 Water Street

New York, New York 10038
Shareholder List

Our list of shareholders entitled to vote at the special meeting will be available for inspection at our offices located at 5050 Edgewood Court,
Jacksonville, Florida 32254 (between the hours of 9:00 a.m. and 5:00 p.m.) for a period of 10 days prior to the special meeting and at the place
of the special meeting for the duration of the special meeting.

Attendance

You are entitled to attend the special meeting only if you were a shareholder as of the close of business on the record date or if you hold a valid
proxy for the special meeting from such a shareholder. You will be required to present photo identification for admittance to the special meeting.
If you are a shareholder of record, your name will be verified against the list of shareholders of record on the record date prior to your being
admitted to the special meeting. If you are not a shareholder of record but hold shares in street name through a broker, trustee or other nominee,
you should provide proof of beneficial ownership on the record date, such as your most recent brokerage account statement, a copy of the voting
instruction card provided to you by your broker or other nominee, or other similar evidence of ownership. If you do not provide photo
identification or comply with the procedures outlined above, you will not be admitted to the special meeting.

The special meeting will begin promptly at 9:00 a.m. Eastern Time. Check-in will begin at 8:00 a.m. Eastern Time, and you should allow ample
time for the check-in procedures.

We may establish additional security procedures and policies at the special meeting in addition to those described in this proxy statement.
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THE PARTIES TO THE MERGER AGREEMENT
Winn-Dixie

Winn-Dixie, a corporation organized under the laws of the State of Florida, is one of the nation s largest food retailers and operates primarily
under the Winn-Dixie banner. As of January 13, 2012, Winn-Dixie operated 484 retail grocery locations and approximately 380 in-store
pharmacies in Florida, Alabama, Louisiana, Georgia and Mississippi. Winn-Dixie had net sales of approximately $6.9 billion and total assets of
approximately $1.8 billion as of and for its fiscal year ended June 29, 2011.

Winn-Dixie s principal executive offices are located at 5050 Edgewood Court, Jacksonville, Florida 32254 and our telephone number is
(904) 783-5000. A detailed description of our business can be found in the Form 10-K and our other filings with the SEC. See Where You Can
Find More Information.

Holdings

Holdings, a limited liability company organized under the laws of the State of Delaware, was formed for the purpose of entering into the merger
agreement with Winn-Dixie and completing the merger. Holdings has not conducted any activities to date, other than activities incidental to its
formation and in connection with the transactions contemplated by the merger agreement. Holdings is a wholly owned subsidiary of BI-LO,
LLC, which is in turn a wholly owned subsidiary of BI-LO Holding, LLC. BI-LO Holding, LLC is a majority owned subsidiary of Lone Star
Fund V (U.S.), L.P., a partnership that is part of Lone Star.

Lone Star is a global investment firm that acquires debt and equity assets including corporate, commercial real estate, single family residential
and consumer debt products as well as banks and operating companies. Since the establishment of its first fund in 1995, the principals of Lone
Star have organized private equity funds totaling approximately $33 billion of capital that has been invested globally through Lone Star s
worldwide network of affiliate offices.

Holdings principal executive offices are located at 208 BI-LO Blvd, Greenville, South Carolina 29607 and its telephone number is
(864) 283-3574.

BI-LO, LLC operates 207 supermarkets, including approximately 116 in-store pharmacies, in North Carolina, South Carolina, Georgia and
Tennessee and employs approximately 17,000 people.

Merger Sub

Merger Sub, a corporation organized under the laws of the State of Florida, is a direct wholly owned subsidiary of Holdings, formed solely for

the purpose of entering into the merger agreement with Winn-Dixie and completing the merger. Merger Sub has not conducted any activities to
date, other than activities incidental to its formation and in connection with the transactions contemplated by the merger agreement. Merger Sub s
principal executive offices are located at 208 BI-LO Blvd, Greenville, South Carolina 29607 and its telephone number is (864) 283-3574.
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THE MERGER
Background of the Merger

Since the Company s emergence from bankruptcy protection in November 2006, the Company s Board of Directors and senior management have
evaluated strategic alternatives relating to the Company s business, including growth strategies based on increased capital expenditures for a
transformational store remodel program (the remodel program ), as well as prospects for mergers and acquisitions, stock repurchases, dividends,
debt refinancing and other potential strategic transactions, each with a view towards maximizing shareholder value.

In connection with its ongoing evaluation of strategic alternatives relating to the Company, the Company s Board of Directors has consulted with
the Company s senior management regarding the Company s operational and financial performance, discussed the strategic direction of the
Company and evaluated various options for growth, including the remodel program.

During the challenging economic environment prevailing since 2008, the Company has focused on strategies to improve its financial and
operational performance on a stand-alone basis, and has undertaken reviews of both its retail operations and support structure in an effort to
lower its cost structure and improve efficiency.

In August 2010, the Company s management began to evaluate a variety of financing alternatives in light of the November 2011 maturity of the
Company s asset-based loan facility in place at that time and the capital expenditures needed for the remodel program. From August 2010
through March 2011, the Company negotiated a new asset-based loan facility and continued to evaluate additional financing sources, including a
potential term loan or potential issuances of secured high yield debt securities, convertible debt securities and/or preferred equity securities. The
Company entered into a new asset-based loan facility in March 2011. The new asset-based loan facility permits borrowings of up to $600
million (down from the $750 million maximum borrowings permitted under the prior asset-based loan facility). In addition, the new asset-based
loan facility includes changes from the prior facility that have the net effect of reducing the Company s borrowing base as calculated under the
new facility. Due to market conditions and against the background of the then ongoing discussions with the Lone Star Parties, as discussed
below, the Company determined not to proceed with any additional financing transactions after the new asset-based loan facility was entered
into.

On February 23, 2011, Mr. Peter Lynch, Chairman, President and Chief Executive Officer of the Company, was contacted by Mr. Randall
Onstead, Chairman of the Board of Directors of BI-LO, LLC ( Bi-Lo ). Mr. Onstead expressed interest in a potential acquisition of the Company
on behalf of Bi-Lo and its private equity sponsor, Lone Star Fund V (U.S.), L.P. (together with Bi-Lo, the Lone Star Parties ), noting that the
Lone Star Parties were interested in engaging in discussions with the Company. Mr. Onstead did not provide an indication of the proposed terms
of any potential transaction involving the Company and the Lone Star Parties at this time.

Later on February 23, 2011, the Board of Directors held a telephonic meeting attended by members of the Company s senior management.
During the meeting Mr. Lynch reported on his conversation with Mr. Onstead and the Board of Directors discussed, among other things, the
process to be followed by the board in evaluating any transaction to sell or merge the Company, the impact a potential transaction to sell and/or
merge the Company would have on the Company s financing options, and the due diligence process to be undertaken.

On February 28, 2011, Bi-Lo and Hudson Americas LLC, an affiliate of Lone Star Fund V (U.S.), L.P., entered into a confidentiality and
standstill agreement with the Company to facilitate the exchange of confidential and proprietary information regarding the Company with the
Lone Star Parties for purposes of exploring a potential transaction.
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On March 2, 2011, the Company began to provide the Lone Star Parties with non-public information regarding, among other things, the
Company s financial performance and operations.

On March 3, 2011, the Board of Directors held a telephonic meeting attended by members of the Company s senior management. At this meeting
the Board of Directors received updates from management regarding the Company s financial and operational performance and strategy and
discussed, among other things, the Lone Star Parties expression of interest regarding a potential transaction with the Company. During the
discussion the Board of Directors instructed the Company s senior management to meet with representatives of the Lone Star Parties to discuss
the Lone Star Parties expression of interest.

On March 7, 2011, representatives of the Company held a meeting with representatives of the Lone Star Parties, including Mr. Sam Loughlin, a
senior representative of the Lone Star Parties, during which representatives of the Lone Star Parties explained that, based upon a review of
non-public information provided by the Company pursuant to the confidentiality agreement, publicly available information, and its extensive
knowledge of the retail and grocery sector, the Lone Star Parties would be willing to offer a price per share of $8.20 in cash to acquire all of the
outstanding common stock of the Company (a premium of approximately 24% to the Company s then current share price) subject to conditions
including the satisfactory completion of due diligence. At the meeting, representatives of the Lone Star Parties verbally indicated that, because
of the synergies that could be achieved by combining the Company s and Bi-Lo s operations, the Lone Star Parties were offering a significant
premium to the Company s shareholders. The terms of the Lone Star Parties offer were also confirmed by a letter dated the same date.

Later on March 7, 2011, the Board of Directors held a telephonic meeting to discuss the offer presented by the Lone Star Parties in the context of
their evaluation of the Company s historical and prospective operating results and financial condition, as well as its growth prospects and other
alternatives, including the remodel program. During the March 7, 2011 meeting, a representative of King & Spalding LLP, the Company s
outside counsel ( King & Spalding ), advised the Board of Directors regarding its fiduciary duties and legal obligations to the Company and its
shareholders in considering a potential sale of the Company.

On March 11, 2011, the members of the Board of Directors other than Mr. Lynch (the Independent Directors ) held a telephonic meeting to
further discuss, among other matters, the offer presented by the Lone Star Parties. During the meeting the Independent Directors also discussed
the formation of a special committee consisting of only the Independent Directors (i.e., all members of the Board of Directors other than the
Company s Chief Executive Officer) to evaluate the Company s strategic alternatives and the retention of transaction advisors who would
represent the special committee. The Independent Directors considered that forming a special committee to evaluate any potential transactions
may be advisable to avoid any actual or potential conflicts of interest in circumstances where a potential buyer of the Company expressed a
desire to retain or not to retain the members of the Company s management, including Mr. Lynch. At the conclusion of the March 11, 2011
meeting, the Independent Directors instructed the Company s senior management to inform the Lone Star Parties that their offer price was not
sufficient, but that the Company would be willing to engage in further discussions to determine whether the Lone Star Parties would
substantially increase their offer price.

On March 14, 2011, Mr. Lynch notified the Lone Star Parties in writing that the Board of Directors had determined that their offer price was not
sufficient, but that the Company would be willing to engage in further discussions to determine whether the Lone Star Parties would
substantially increase their offer price.

On March 17, 2011, the Board of Directors formed a special committee (the Special Committee ) consisting of the Independent Directors, with
Mr. Jeffrey Girard acting as chair of the Special Committee, to explore the possibility of a potential strategic transaction involving a sale of all or
a substantial portion of the Company s capital stock, to negotiate and make recommendations to the Board of Directors with respect to any such
transaction and to consider alternatives to any such transaction. The Special Committee then formed a subcommittee to interview potential
financial and legal advisors.
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Following a process of identifying potential legal advisors, on March 28 and 29, 2011, the subcommittee interviewed three law firms, including
Paul, Weiss, Rifkind, Wharton & Garrison LLP ( Paul, Weiss ), and determined to recommend to the Special Committee that Paul, Weiss be
retained to serve as its legal advisor based on experience in merger and acquisitions transactions and special committee representations and other
relevant factors. The Special Committee approved the engagement of Paul, Weiss as its legal advisor at a meeting held on March 29, 2011.

Following a process of identifying potential financial advisors, the subcommittee interviewed three investment banking firms during the week of
April 4, 2011, including Goldman Sachs, and determined to recommend to the Special Committee that Goldman Sachs be retained to serve as its
financial advisor based on experience in merger and acquisition transactions, approach regarding the diligence and transaction evaluation
process, and other relevant factors. The Special Committee approved the engagement of Goldman Sachs as its financial advisor at a meeting
held on April 8, 2011.

On May 6, 2011, the Special Committee held an in-person meeting attended by representatives of Paul, Weiss and Goldman Sachs.
Representatives of Paul, Weiss advised the Special Committee of its fiduciary duties and legal obligations to the Company and its shareholders
in considering a sale of the Company. Representatives of Goldman Sachs reviewed financial information relating to the Company and the Lone
Star Parties March 7 offer. The Special Committee discussed, among other things, the relative merits of a potential sale of the Company as
compared with the benefits and risks of stand-alone strategies, including the remodel program and various debt financing alternatives. The
Special Committee also discussed with its advisors the advisability of contacting other potential acquirers of the Company, considering, among
other things, potential repercussions of a leak of information that a transaction may be under consideration. Representatives of Goldman Sachs
discussed the likelihood as to whether or not a potential financial buyer would be able to offer a higher price for the Company than the price
offered by the Lone Star Parties given the inability of financial buyers to realize synergies, expectations of negative cash flows over the course
of management s projections for the Company and conditions in the debt financing markets at the time. After considering these and other factors,
it was the Special Committee s view that financial buyers would not be able to offer a higher price for the Company than potential strategic
buyers such as the Lone Star Parties, which the Special Committee and its advisors considered a strategic buyer because of synergies that could
potentially be realized by Bi-Lo, and that Goldman Sachs should contact a limited number of potential strategic buyers. The Special Committee
then discussed which potential strategic buyers may be interested in pursuing a strategic transaction with the Company, and then directed
representatives of Goldman Sachs to contact such potential strategic buyers to gauge their interest in pursuing a transaction with the Company.

Between May 10, 2011 and May 17, 2011, representatives of Goldman Sachs contacted three potential strategic buyers. Party A indicated that it
would evaluate the opportunity based on publicly available information to determine its willingness to explore a potential transaction with the
Company. Party B indicated that it would not be interested in pursuing a transaction with the Company. Party C indicated that it would not be
interested in pursuing a transaction to acquire the Company but that it may be interested in exploring asset swaps in certain markets, a proposal
that the members of the Special Committee subsequently determined not to be in the interests of the Company at this time.

On May 20, 2011, Party A contacted a representative of Goldman Sachs to request access to non-public financial and operating information
related to the Company.

On May 31, 2011, the Company entered into a confidentiality and standstill agreement with Party A. Following execution of the confidentiality
agreement and upon the request of Party A, the Company provided Party A with non-public financial and operating information regarding the
Company.

Between May 18, 2011 and June 3, 2011, upon requests from representatives of the Lone Star Parties and their advisors, the Company provided
the Lone Star Parties with additional non-public due diligence information.
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On June 3, 2011, the Lone Star Parties sent the Company a non-binding proposal to acquire the Company for $9.85 per share in cash (a premium
of approximately 20% to the Company s then current share price) and requested a period of exclusivity to conduct further due diligence and
negotiate definitive transaction documents.

On June 8, 2011, the Special Committee held a telephonic meeting attended by representatives of Paul, Weiss and Goldman Sachs during which
the Special Committee discussed the Lone Star Parties revised offer and the status of discussions with Party A, Party B and Party C.
Representatives of Goldman Sachs noted that although Party A had previously indicated an interest in exploring a potential transaction with the
Company, Party A had indicated it could not confirm whether it would submit a preliminary proposal regarding such a transaction. Following
discussion, the Special Committee instructed Goldman Sachs to continue discussions with the Lone Star Parties on a non-exclusive basis to
determine if the Lone Star Parties were willing to improve the terms of their proposal.

On June 9, 2011, representatives of Goldman Sachs spoke with representatives of William Blair & Company ( William Blair ), the Lone Star
Parties financial advisor, during which representatives of William Blair indicated that there was a possibility the Lone Star Parties would
enhance their offer.

On June 11, 2011, the Special Committee held a telephonic meeting attended by representatives of Paul, Weiss and Goldman Sachs. During the
meeting representatives of Goldman Sachs informed the Special Committee that William Blair had indicated that it was possible the Lone Star
Parties could raise their bid. During the meeting, representatives of Goldman Sachs also reviewed financial information relating to the Company
and the proposed transaction with the Lone Star Parties, and representatives of Paul, Weiss discussed with the Special Committee its fiduciary
duties and legal obligations to the Company and its shareholders. The Special Committee then decided to consult with senior management to
receive an update on and to discuss management s projections for the Company.

On June 12, 2011, the Special Committee met with Mr. Lynch to discuss the Company s strategic direction, projections, growth prospects and
long range plans, including the remodel program, and discussed the basis of, and risks inherent in, the Company s long range plans.

On June 17, 2011, the Lone Star Parties sent the Company a revised non-binding proposal to pay $10.00 per share in cash (a premium of 30% to
the Company s then current share price) to acquire the Company.

On June 22, 2011, a representative of Goldman Sachs discussed with a representative of Party A the status of its diligence investigation. The
representative of Party A indicated that Party A would not be willing to submit a proposal at this time without access to additional information
and discussions with the Company s management team. Based on that request, a representative of Goldman Sachs offered to make available
members of the Company s management for in-person diligence discussions.

On June 23, 2011, a representative of Party A indicated to a representative of Goldman Sachs that Party A would respond the following day with
a timeline for when Party A would be able to conduct in-person diligence discussions and depending on the outcome of those discussions,
potentially submit a proposal to acquire the Company.

Following continued discussion between representatives of Goldman Sachs and William Blair regarding the terms of the Lone Star Parties offer,
on June 24, 2011, the Lone Star Parties sent the Company a letter reaffirming their proposal to pay $10.00 per share to acquire the Company and
indicating their intention to terminate discussions unless the Company entered into an exclusivity agreement with the Lone Star Parties by

June 28, 2011.

Later on June 24, 2011, the Special Committee held a telephonic meeting attended by representatives of Paul, Weiss and Goldman Sachs, during
which the Special Committee discussed the Lone Star Parties most
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recent offer. During the meeting, the Special Committee discussed, among other things, the status of Party A s due diligence investigation and its
request to meet with Company management and whether the Lone Star Parties would be prepared to increase their offer price. The Special
Committee also discussed how the Company should respond to the Lone Star Parties and Party A, considering, among other factors, the
uncertainty regarding whether Party A would ever submit a proposal for a strategic transaction with the Company, the Lone Star Parties demand
that the Company enter into an exclusivity agreement and the uncertainty regarding whether the Lone Star Parties would be prepared to increase
their offer price. At the conclusion of the meeting the Special Committee instructed representatives of Goldman Sachs to advise the Lone Star
Parties that under then prevailing circumstances the Special Committee was not prepared to approve a transaction at $10.00 per share. The
Special Committee also determined to continue to allow Party A to conduct due diligence and to meet with Company management in an effort to
determine whether Party A would be willing to make an offer to acquire the Company.

Following continued discussions between representatives of Goldman Sachs and the Lone Star Parties, the Special Committee held a telephonic
meeting on June 26, 2011, attended by representatives of Paul, Weiss and Goldman Sachs. During this meeting, a representative of Goldman
Sachs reported that, based upon Goldman Sachs discussion with William Blair, while the Lone Star Parties might be willing to increase their
offer price above $10.00 per share, it appeared unlikely that the Lone Star Parties would increase their offer price substantially. The Special
Committee then instructed Goldman Sachs to continue discussions with the Lone Star Parties to seek clarification of the extent to which the
Lone Star Parties would be prepared to increase their proposed offer price.

On June 28, 2011, the Special Committee held a telephonic meeting attended by representatives of Paul, Weiss and Goldman Sachs, during
which a representative of Goldman Sachs reported that, based on discussions with a senior representative of the Lone Star Parties, the Lone Star
Parties were willing to raise their offer to $10.50 per share in cash (a premium of approximately 22% to the Company s then current share price)
subject to the Company entering into an exclusivity agreement with the Lone Star Parties. A representative of Goldman Sachs also reported on
the status of discussions with Party A, noting that Party A had not yet affirmatively indicated whether it would submit a proposal to acquire the
Company. After discussion, the Special Committee determined to instruct Goldman Sachs to continue discussions with the Lone Star Parties
regarding their proposal. No further communications were received from Party A and Party A did not respond to subsequent inquiries by
representatives of Goldman Sachs regarding a potential transaction.

On July 1, 2011, following further discussions between representatives of Goldman Sachs and William Blair and discussions between

Mr. Girard and the other members of the Special Committee, and approval of the members of the Special Committee based on, among other
things, a lack of credible alternative bidders and the ability of the Company to terminate the proposed exclusivity agreement on short notice, the
Company entered into an exclusivity agreement with the Lone Star Parties, expiring on August 3, 2011 (and terminable early by the Company
on five days notice or by the Lone Star Parties upon notice to the Company that it was terminating discussions).

On July 8, 2011, Gibson Dunn & Crutcher LLP ( Gibson Dunn ), counsel to the Lone Star Parties, sent to Paul, Weiss a draft merger agreement
and ancillary documents.

Between July 8, 2011 and July 29, 2011, the Special Committee and Paul, Weiss engaged in negotiations with the Lone Star Parties and Gibson
Dunn regarding the terms of the proposed transaction, including, among other things, negotiations regarding the conditionality of the Lone Star
Parties proposal, the terms of the Lone Star Parties financing obligations in light of the proposed financing structure (which contemplated a
combination of equity financing and debt financing including a high yield bond offering) and the Company s limited remedies against the Lone
Star Parties if it breached its obligations. Throughout this period, Paul, Weiss briefed King & Spalding on negotiations with respect to the
merger agreement and the transaction and received comments from King & Spalding on the merger agreement and the transaction on behalf of
the Company. Paul, Weiss also consulted with Greenberg Traurig, P.A. ( Greenberg Traurig ), Florida counsel to the Special Committee, on
Florida law matters relating to the merger agreement and the proposed transaction.
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On July 15, 2011, members of the Company s management and representatives of the Lone Star Parties and their advisors held an in-person
diligence meeting to discuss, among other things, the Company s sales, merchandising and marketing strategy, as well as matters pertaining to
store operations, logistics, supply chain, finances, information technology, risk management, real estate, human resources and legal.
Representatives of Goldman Sachs were present during those discussions.

Between July 18, 2011 and July 29, 2011, members of the Company s management and representatives of the Lone Star Parties and their
advisors held several telephonic follow-up diligence discussions pertaining to, among other things, real estate, supply chain, tax, merchandising,
marketing, information technology, human resources, store operations and environmental matters. Representatives of Goldman Sachs
participated in each discussion.

On July 21, 2011, the Board of Directors held an in-person meeting attended by senior management of the Company. At this meeting
management provided updates regarding the Company s business, financial results and operations, and the Board of Directors discussed, among
other things, the Company s strategy.

Later on July 21, 2011, the Special Committee held an in-person meeting attended telephonically by representatives of Paul, Weiss and Goldman
Sachs, during which representatives of Paul, Weiss provided a summary of open issues relating to the then current drafts of the merger

agreement and ancillary agreements. Representatives of Paul, Weiss discussed with the Special Committee, among other things, the conditional
nature of the Lone Star Parties proposal, the limited remedies the Company would have against the Lone Star Parties if the Lone Star Parties
breached their obligations (which the Special Committee considered to be unsatisfactory), the Lone Star Parties proposal to raise financing
through a combination of a high yield bond offering and equity financing provided by investment funds affiliated with the Lone Star Parties, and
the consequences of the Lone Star Parties failing to raise the necessary debt financing. Goldman Sachs provided the Special Committee with an
update on the status of the Lone Star Parties due diligence investigation. The Special Committee also discussed the recent rise in the Company s
share price and the timing of the Company s earnings release for fiscal year 2011. After discussion, the Special Committee instructed Paul, Weiss
and Goldman Sachs to continue negotiations with the Lone Star Parties.

On July 27, 2011, members of the Company s management and representatives of the Lone Star Parties and their advisors held an in-person
diligence meeting to discuss recent financial and operating information relating to the Company and additional diligence matters, at which a
representative of Goldman Sachs was present.

On July 28, 2011, the Special Committee held a telephonic meeting attended by representatives of Paul, Weiss and Goldman Sachs. At the
meeting, a representative of Goldman Sachs advised the Special Committee that the Lone Star Parties were nearing completion of their due
diligence investigation and that the Lone Star Parties expected to be in a position to approve the transaction by August 3, 2011. The Special
Committee discussed, among other things, the advisability of publicly releasing preliminary financial results for the fourth quarter and fiscal
year 2011 before entering into a transaction with the Lone Star Parties. Following discussion, the Special Committee instructed Goldman Sachs
to inform the Lone Star Parties that the Company would be releasing its preliminary financial results for the fourth quarter and fiscal year 2011
on either August 1, 2011 or August 2, 2011 and that it would not be in a position to recommend to the Board of Directors that the Company
enter into a merger agreement with the Lone Star Parties until several days after the Company s preliminary financial results had been publicly
released. A representative of Goldman Sachs informed the Lone Star Parties of the Special Committee s decisions during a telephone
conversation later that day.

On July 29, 2011, Mr. Girard, Mr. Loughlin and representatives of Goldman Sachs and William Blair participated in a conference call. During
the call, Mr. Loughlin and representatives of William Blair raised concerns regarding the Special Committee s intention to defer further
consideration of a potential transaction until after the Company released its preliminary financial results and at the end of the call indicated the
Lone Star Parties were terminating discussions with the Company. After the call, the Lone Star Parties sent the Company a letter confirming that
the Lone Star Parties were terminating discussions with the Company. The exclusivity agreement between the Company and the Lone Star
Parties then automatically terminated in accordance with its terms.
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On August 1, 2011, the Company released its preliminary financial results for the fourth quarter and fiscal year 2011.

On August 3, 2011, representatives of William Blair contacted a representative of Goldman Sachs to indicate that the Lone Star Parties might be
receptive to reengaging in negotiations if requested by the Special Committee. Representatives of Goldman Sachs reported on this discussion to
Mr. Girard.

On August 10, 2011, the Special Committee held a telephonic meeting attended by Mr. Lynch and representatives of Paul, Weiss and Goldman
Sachs. During the meeting, representatives of Goldman Sachs reviewed financial information relating to the Company and the proposed
transaction (based on the terms last proposed by the Lone Star Parties prior to termination of negotiations). Representatives of Paul, Weiss again
advised the Special Committee of its fiduciary duties and legal obligations to the Company and its shareholders in considering a sale of the
Company. The Special Committee then discussed with Mr. Lynch his views on senior management s ability to execute its business plan and his
views regarding the Company s projections and growth prospects, including the remodel program. Following discussion, the Special Committee
determined not to authorize additional negotiations with the Lone Star Parties.

Following cessation of discussions with the Lone Star Parties and through November 10, 2011, the Company continued to operate its business in
the ordinary course. Throughout this period, the United States and world financial markets experienced significant volatility and negative news,
such as the unprecedented downgrade of the U.S. government s credit rating, that led to steep declines in the value of the equity securities of
many companies. By November 10, 2011, the Company s share price declined from $9.81 (on July 20, 2011, the highest closing price during the
calendar year) to $6.39, which represented a decrease of 34.9% during that period.

On October 31, 2011, the Company released its financial results for the first quarter of fiscal 2012.
On November 9, 2011, the Company held its 2011 annual meeting of shareholders.

On or about November 10, 2011, Mr. Loughlin contacted Mr. Lynch to express the Lone Star Parties receptivity to reengage in negotiations
regarding a potential transaction with the Company if requested by the Special Committee. Mr. Lynch informed the Board of Directors of

Mr. Loughlin s contact at a regularly-scheduled meeting of the Board of Directors on November 10, 2011. During the meeting, the Independent
Directors met in executive session to discuss whether or not to authorize renewed negotiations with the Lone Star Parties, considering, among
other things, the Company s recent financial performance, competition in the Company s markets (including product discounts being introduced
by the Company s competitors in connection with the upcoming holidays), the decline in the Company s share price that had occurred since
mid-July, the shareholder voting results on matters submitted to shareholders during the annual meeting of shareholders of the Company held on
November 9, 2011 and informal communications received by representatives of the Company from shareholders regarding shareholders desire
that the Company take action to increase shareholder value (for example, by paying dividends or adopting a share buyback program). As a result
of these discussions, the Independent Directors determined that Mr. Girard should contact Mr. Loughlin to express the Special Committee s
desire to reengage in discussions regarding a possible transaction.

On November 21, 2011, Mr. Girard spoke to Mr. Loughlin to advise him that the Special Committee had expressed interest in renewing
discussions regarding a potential transaction between the Company and the Lone Star Parties. Mr. Loughlin advised Mr. Girard that the Lone
Star Parties would not be able to pay the same price offered in July, raising concerns regarding the macroeconomic environment and costs of
financing, but did not then propose terms for a potential transaction. Mr. Loughlin further advised Mr. Girard that the Lone Star Parties were
considering a revised financing structure and that he would follow up with Mr. Girard in due course.

On November 28, 2011, at Mr. Loughlin s request, Mr. Girard confirmed to the Lone Star Parties the Special Committee s invitation to the Lone
Star Parties to submit a new proposal to acquire the Company.
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On November 30, 2011, the Lone Star Parties sent to the Company a non-binding proposal to acquire the Company for $9.00 per share (a
premium of approximately 62% to the Company s then current share price) as well as revised drafts of the merger agreement and ancillary
documents, including the equity commitment letter and the Lone Star Parties guarantee, and a request for additional due diligence information.

On December 1, 2011, the Special Committee held a telephonic meeting attended by Mr. Lynch and representatives of Paul, Weiss and Goldman
Sachs to discuss the Special Committee s evaluation of, and response to, the Lone Star Parties most recent proposal. Representatives of Paul,
Weiss advised the Special Committee of its fiduciary duties and legal obligations to the Company and its shareholders in considering a sale of

the Company. Representatives of Goldman Sachs reviewed financial information relating to the Company and the most recent proposal of the
Lone Star Parties. Mr. Lynch discussed the Company s recent financial performance, long-term plans and risks inherent in the Company s
business plan, noting, among other things, the uncertain macroeconomic environment and volatile financial markets, intense competition in the
Company s markets, and the potential for unexpected events to have an adverse effect on the Company s ability to successfully execute on its
long-term plans. The Special Committee then met in executive session and discussed, among other things, the report received from Mr. Lynch

and the uncertainty and execution risk of the Company s long-term plans given the volatile financial markets, the decline in the Company s share
price that had occurred since mid-July, inherent difficulties in raising sufficient debt or equity capital to finance the capital expenditures required
by the remodel program, the uncertain macroeconomic environment, competition in the Company s markets and the potential for unexpected
events to adversely affect successful execution of the Company s long-term plans. The Special Committee also discussed the purchase price
proposed by the Lone Star Parties, the nature of the transaction proposed by the Lone Star Parties (including the Lone Star Parties status as a
strategic buyer), whether pursuing the proposal was in the best interests of the Company and its shareholders, and the extent to which the Lone
Star Parties proposal appropriately valued the Company in light of current market conditions, management s business plan for the Company, the
Company s recent financial performance and the risks and uncertainties of the Company s long-term plans. During the course of the discussion a
majority of the members of the Special Committee indicated they would not support a transaction at a price of $9.00 per share, as proposed by

the Lone Star Parties, but might be in favor of the transaction if the Lone Star Parties increased their proposed offer price. Following the
discussion, the Special Committee decided that Mr. Girard would speak to Mr. Loughlin in order to determine whether the Lone Star Parties

were prepared to increase their proposed purchase price above $9.00 per share.

On December 2, 2011, Mr. Girard called Mr. Loughlin to discuss the terms of the Lone Star Parties latest proposal. Mr. Girard advised

Mr. Loughlin that the Lone Star Parties proposed price of $9.00 per share was insufficient. Mr. Loughlin explained to Mr. Girard that, unlike the
Lone Star Parties previous proposal, which contemplated financing through a bond offering, the Lone Star Parties current proposal offered more
certain financing as it relied on significant additional equity financing by investment funds affiliated with the Lone Star Parties and an
asset-backed credit facility and, accordingly, offered greater certainty of closing for the Company. Mr. Loughlin further explained that, because
of the substantial increase in the required equity financing from the Lone Star Parties and, among other things, the general economic decline that
had occurred in recent months in the Company s local markets and the decline in the Company s share price, the Lone Star Parties would not be
able to increase their offer above $9.00 per share in cash. As the conversation continued, Mr. Loughlin asked Mr. Girard if the Company would
be prepared to adopt the first in, first out (FIFO) method of accounting, noting that Bi-Lo used the FIFO method of accounting and, if the
proposed transaction were completed, it could offer certain tax advantages to Bi-Lo if the Company also used the FIFO method of accounting.
Mr. Loughlin advised Mr. Girard that the Lone Star Parties might be willing to increase their offer price if the Company adopted FIFO
accounting. Later that day, Mr. Girard reported on his discussion with Mr. Loughlin to the members of the Special Committee.

During a subsequent telephone call between Mr. Loughlin and Mr. Girard on December 5, 2011, Mr. Loughlin told Mr. Girard that the Lone Star
Parties would be prepared to offer $9.38 per share if the Company agreed to adopt FIFO accounting before completion of the proposed
transaction. Mr. Girard advised Mr. Loughlin that a price of $9.38 was unlikely to receive support of a majority of the members of the Special
Committee. Mr. Loughlin then offered $9.50 per share (a premium of approximately 79% to the Company s then
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current share price), emphasizing that the Lone Star Parties would not increase its price any further and would terminate discussions with the
Company if the Special Committee was not supportive of further discussions at this price. Later that day, Mr. Girard reported on his discussion
with Mr. Loughlin to the members of the Special Committee.

On December 6, 2011, the Special Committee held a telephonic meeting attended by representatives of Paul, Weiss and Goldman Sachs to
discuss Mr. Girard s conversations with the Lone Star Parties and their proposal to acquire the Company at a price of $9.50 per share.
Representatives of Paul, Weiss again advised the Special Committee of its fiduciary duties and legal obligations to the Company and its
shareholders in considering a sale of the Company. A representative of Goldman Sachs reviewed with the Special Committee financial
information relating to the Company and the Lone Star Parties latest proposal. The Special Committee discussed, among other things, the
increased deal certainty of the Lone Star Parties proposal compared to their prior proposal in light of changes in the Lone Star Parties proposed
financing structure, the risks and uncertainties highlighted by Mr. Lynch in his report to the Special Committee on December 1, 2011, the
perceptions of the Company s value in the marketplace in comparison to its competitors, the decline in the Company s share price that had
occurred since mid-July, the pressure the Company had received from shareholders for the Company to take steps (such as declaring dividends

or implementing a stock buyback program) to support the share price and shareholder value, the lower price currently offered by the Lone Star
Parties compared to the price it had offered in July, the reasons provided by the Lone Star Parties for why they could only offer such price, and
the significantly increased premium to market price of the Lone Star Parties most recent offer compared to their earlier offer. The Special
Committee then discussed whether it was necessary to reengage with Party A or otherwise conduct a further market check. The Special
Committee considered, among other things, the lack of interest expressed by Party A and the other potential strategic buyers previously

contacted by representatives of Goldman Sachs, the Special Committee s view that, given the inability to realize synergies, expectations of
negative cash flows during the period covered by management s projections for the Company and difficulties in the debt financing markets at the
time, financial buyers would not be able to offer a higher price for the Company than the price offered by the Lone Star Parties, the potential
repercussions of a leak of information that a transaction may be under consideration, the possible withdrawal of the Lone Star Parties offer and,
if the Company entered into the proposed merger agreement with the Lone Star Parties, the Company s ability to terminate the merger agreement
if the Company were to receive an unsolicited proposal that was superior to the Lone Star Parties proposal. After discussion, the Special
Committee determined a further market check was not necessary and authorized further discussion with the Lone Star Parties based on an offer
price of $9.50 per share.

Between December 6, 2011 and December 16, 2011, the Special Committee and representatives of Paul, Weiss reengaged in negotiations with
the Lone Star Parties and Gibson Dunn over provisions of the merger agreement and ancillary agreements. Throughout this period,
representatives of Paul, Weiss briefed representatives of King & Spalding on negotiations with respect to the merger agreement and ancillary
agreements and the transaction and received comments from representatives of King & Spalding on the merger agreement and ancillary
agreements and the transaction on behalf of the Company. Representatives of Paul, Weiss also consulted with representatives of Greenberg
Traurig on matters related to Florida law with respect to the merger agreement and the transaction. During the negotiations, representatives of
Paul, Weiss and the Special Committee spent considerable time analyzing and assessing, and negotiating with the Lone Star Parties and Gibson
Dunn, the termination provisions in the merger agreement, the remedies for breach of the merger agreement, and the allocation of risk between
the Company and the Lone Star Parties in the event the transaction were to fail to close. During the same period and upon the requests of
representatives of the Lone Star Parties and their advisors, the Company provided the Lone Star Parties with access to additional financial,
operating and legal information related to the Company.

On December 7, 2011, Party D, a potential financial buyer, submitted to the Company an unsolicited non-binding proposal, which set forth terms
and conditions for a potential acquisition of the Company, including a proposed purchase price of $6.89 per share in cash, conditional upon,
among other things, the successful completion of due diligence and arrangement of financing.
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On December 8, 2011, a member of the Special Committee received an unsolicited phone call from a financial advisor to Party E, a potential
financial buyer, indicating that Party E was interested in exploring a potential transaction with the Company. On December 9, 2011, Party E
contacted Mr. Girard and Mr. Girard invited Party E to speak to a representative of the Company and to submit an offer if they wished to do so.
In a letter dated December 10, 2011, Party E submitted to the Company a non-binding indication of interest, which set forth terms and conditions
of a potential acquisition of the Company by Party E, including a proposed purchase price of $7.50 to $8.00 per share in cash, subject to, among
other things, successful completion of due diligence and arrangement of financing.

On December 13, 2011, Party F, a potential financial buyer, communicated to a representative of the Company on an unsolicited basis that it was
interested in meeting with representatives of the Company. Mr. Lynch reported this discussion to Mr. Girard, and Mr. Lynch invited Party F to
submit an offer or schedule a meeting with representatives of the Company if they wanted to do so. Party F did not submit an offer nor did it
make arrangements to meet with representatives of the Company.

On December 13, 2011, Party G, a potential financial buyer, communicated to a member of the Special Committee on an unsolicited basis that it
was interested in speaking with a representative of the Company to discuss a potential transaction. On December 13, 2011, Mr. Girard contacted
Party G to invite them to speak to representatives of the Company and to submit an offer if they wished to do so. Party G did not submit an offer.

On December 13, 2011, members of management held two telephonic diligence meetings with representatives of the Lone Star Parties and their
advisors, one of which was attended by representatives of Paul, Weiss and both of which were attended by representatives of Goldman Sachs.
During these telephonic meetings the parties discussed, among other things, the Company s recent financial performance and matters pertaining
to the adoption of FIFO accounting.

Later on December 13, 2011, the Special Committee held a telephonic meeting attended by representatives of Paul, Weiss and Goldman Sachs.
During the meeting, Mr. Girard summarized the indications of interest received from, and communications with, Party D, Party E, Party F and
Party G. The Special Committee then discussed with Goldman Sachs and Paul, Weiss the potential benefits and risks of engaging in discussions
with Party D, Party E, Party F or Party G given, among other things, the advanced stage of discussions with, and relative transaction certainty
offered by, the Lone Star Parties, and the likelihood that these parties, all of whom were financial buyers, would be unable to offer a price
superior to the fully negotiated price offered by the Lone Star Parties, following which discussion the Special Committee determined not to
engage in additional discussions with Party D, Party E, Party F or Party G. The Special Committee also discussed the Lone Star Parties
requirement that the Company change from LIFO to FIFO accounting and the related advice received from, and discussions with, Company
management. Paul, Weiss then reviewed the open issues in the draft merger agreement regarding, among other things, termination fees, remedies
and financing matters, and the potential resolution of these issues.

Between December 13 and 16, 2011, representatives of Paul, Weiss and Gibson Dunn continued negotiations regarding the terms of the merger
agreement and the ancillary documents, including the equity commitment letter, the Lone Star Parties guarantee and the debt commitment letter.

On December 16, 2011, the Company s Special Committee held a telephonic meeting attended by Mr. Lynch and representatives of Paul, Weiss,
Greenberg Traurig and Goldman Sachs to consider entering into a merger agreement with the Lone Star Parties. Mr. Girard again reviewed with
the Special Committee the indications of interest received from, and communications with, Party D, Party E, Party F and Party G.
Representatives of Paul, Weiss reviewed with the Special Committee its fiduciary duties and legal obligations in the context of the proposed
transaction and discussed the terms of the current drafts of the merger agreement and ancillary documents, including the resolution of the open
issues discussed during the December 13, 2011 meeting. A representative of Goldman Sachs reviewed financial analyses relating to the
Company and the proposed transaction and delivered to the Special Committee an oral opinion, subsequently confirmed by
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delivery of a written opinion dated December 16, 2011, to the effect that, as of that date and based upon and subject to the limitations,
qualifications and assumptions set forth in such opinion, the $9.50 per share in cash to be paid to the holders of outstanding shares of the
Company s common stock pursuant to the merger agreement was fair, from a financial point of view, to such holders. See The Merger Opinion of
the Special Committee s Financial Advisor in this proxy statement for more information about the Goldman Sachs opinion. After discussion of
the terms of the draft merger agreement and ancillary documents, consideration of other relevant issues, including the non-binding indications of
interest and proposals received from Party D, Party E, Party F and Party G and a variety of business, financial and market factors, including
those set forth below under The Merger Reasons for the Merger and the delivery of the fairness opinion, the Special Committee unanimously
determined that it was advisable and in the best interests of the Company and its shareholders to recommend to the Board of Directors that it
adopt and approve the merger agreement with the Lone Star Parties and resolved to recommend to the Board of Directors that it recommend to
the Company s shareholders that they vote in favor of the approval of the merger agreement. Immediately following the meeting of the Special
Committee, the Board of Directors held a telephonic meeting and unanimously determined that it was advisable and in the best interests of the
Company and its shareholders to approve the merger agreement with affiliates of the Lone Star Parties and unanimously resolved to recommend
to the Company s shareholders that they vote in favor of approving the merger agreement.

Following this meeting, on December 16, 2011 the Company and affiliates of the Lone Star Parties entered into the merger agreement and other
transaction documents, and the transaction was publicly announced on December 19, 2011.

Reasons for the Merger

The Special Committee unanimously determined the merger agreement to be in the best interests of the Company and its shareholders and
unanimously recommended to the Board of Directors that it approve a resolution adopting the merger agreement. The Board of Directors has
unanimously determined that the merger agreement is advisable to and in the best interests of the Company and its shareholders and has
authorized and unanimously approved the merger and adopted the merger agreement. The Board of Directors unanimously recommends to the
shareholders of the Company that they vote FOR the approval of the merger agreement.

In the course of reaching their respective recommendations and determinations, the Special Committee and the Board of Directors consulted

with the Company s senior management, the Special Committee s financial advisors and outside legal counsel, and the Company s outside legal
counsel, and considered a number of substantive factors, both positive and negative, and potential benefits and detriments of the merger to the
Company and its shareholders. The Board of Directors and the Special Committee believe that the following factors, among others, support the
decision by the Board of Directors to approve the merger and the merger agreement, to adopt the merger agreement, and to recommend that
shareholders vote in favor of the approval of the merger agreement:

Creating shareholder value. The Board of Directors and the Special Committee believed that the merger would maximize the

immediate value of the Company s shares to its shareholders and represent the best course of action reasonably available to shareholders.
The merger consideration of $9.50 per share in cash payable to the shareholders of the Company represents a significant premium over
the market prices at which the Company s common shares have recently traded, including a premium of approximately 65% over the
closing market price of the Company s common stock as of December 15, 2011 (the last trading day before each of the Special
Committee and the Board made its determination) and a premium of 33% over the volume weighted average price for the twelve

months ended December 15, 2011.

Uncertainty of future common stock market price. The Board of Directors and the Special Committee considered the financial
condition, results of operations, competitive position and prospects of the Company s business, as well as current economic, financial
market and stock market conditions, historical trading values of the Company s common stock in the open market, the historical
discount of
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the trading values of the Company s common stock in comparison to its competitors, and the decline in the trading price of the
Company s common stock that had occurred since mid-July. The Board of Directors and the Special Committee believed it to be
unlikely that the trading price of the Company s common stock would, in the foreseeable future, have a value greater than the merger
consideration of $9.50 per share in cash payable to the shareholders of the Company.

Consideration to shareholders paid in cash. The Board of Directors and the Special Committee considered that all of the merger
consideration payable to the Company s shareholders will be paid in cash, giving shareholders an opportunity to immediately realize
value for their investment in the Company and providing certainty of value.

Risk of strategic alternatives. The Board of Directors and the Special Committee considered strategic alternatives to the merger,
including, among other alternatives, continuing to operate the Company on a stand-alone basis (taking into account the Company s long
term plans, including the remodel program and contemplated financing proposals) and the sale of the Company to other potential
acquirers, and the benefits and risks associated with such alternatives, each of which the Board of Directors and the Special Committee
determined to be inferior in comparison to the benefits afforded by the merger.

Risks inherent in stand-alone strategy, including increased capital expenditure requirements. The Board of Directors and the Special
Committee considered their belief that, in order to maximize long-term shareholder value on a stand-alone basis, and given the intense
competition faced by the Company, it would be necessary for the Company to undertake significant capital expenditures in connection
with the remodel program. The Board of Directors and the Special Committee believed that this strategy would entail uncertainty and
execution risk, given the volatile financial markets and inherent difficulties in raising sufficient debt or equity capital to finance the
capital expenditures required by the remodel program, the uncertain macroeconomic environment, the management s expectation that
the Company would have minimal or negative free cash flow through fiscal year 2015 to fund its strategic business plan and the intense
competition in the Company s markets.

Absence of competitive offers. The Board of Directors and the Special Committee considered that, in response to Lone Star s unsolicited
proposal, the Special Committee had, together with the Company s management and Goldman Sachs, conducted a concerted effort to
solicit competing proposals from suitable strategic buyers the Special Committee believed were potentially likely to be interested in,
and to have the necessary financial resources to consider, a transaction with the Company. The Board of Directors and the Special
Committee considered that during the course of such discussions no such potential strategic buyer made a formal or informal offer to
acquire the Company at any price. The Board of Directors and the Special Committee also considered that, while the Company had
received interest from four financial buyers in a potential transaction, only two such parties had submitted non-binding proposals for a
transaction and each of those proposals offered substantially less consideration to the Company s shareholders than the merger
consideration of $9.50 per share in cash, and considered the Special Committee s view that, given the lack of synergies and difficulties
in financing markets at the time, financial buyers would not be able to offer a transaction that would provide a superior price for the
Company and the completion certainty of the proposed transaction with Lone Star. In addition, the Board of Directors and the Special
Committee believed that the deal protections provided in the merger agreement, including the termination fee payable to accept a
superior proposal, were not preclusive of a superior proposal.

Limited conditionality and likelihood of closing. The Board of Directors and the Special Committee considered the limited
conditionality of Lone Star s obligations under the merger agreement and the absence of a financing condition to the merger, as well as
the likelihood that the proposed asset-backed credit facility to be used by BI-LO to finance the merger consideration could be completed
and funded promptly upon satisfaction of the conditions to the merger.
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Complementary market coverage and limited likelihood of store closings. The Board of Directors and the Special Committee
considered, as permitted by Florida law, that the communities served by BI-LO and the Company do not overlap and, as a result, no
store closures were expected.

Terms of the merger agreement. The Board of Directors and the Special Committee considered the terms and conditions of the merger
agreement, including the following provisions, which are favorable to the Company:

i the provisions of the merger agreement that allow the Company to engage in negotiations with other potential buyers in
response to an unsolicited proposal to acquire at least 50% of the Company s outstanding shares of common stock or assets
that is reasonably likely to constitute a superior proposal;

i the provisions of the merger agreement that allow the Board of Directors to change its recommendation in response to
superior proposals and intervening events;

i the ability of the Company to specifically enforce Holdings obligations under the merger agreement in circumstances in
which the proposed debt financing is or would be available; and

i the fact that if Holdings fails to complete the transaction when obligated to do so (including due to a failure of its proposed
debt financing) or otherwise materially breaches its obligations such that the conditions to closing would not be met, then it
may be required to pay the Company a closing failure fee in the amount of $72,825,000, or approximately 13% of the equity
value of the Company implied by the merger consideration.

See Proposal 1 The Merger Agreement in this proxy statement for a more complete description of the terms and conditions of the merger
agreement.

Financial advisor s opinion. The Board of Directors and the Special Committee considered that the Special Committee received an
opinion of Goldman Sachs, dated as of December 16, 2011, which stated that as of such date and based upon and subject to the
limitations, qualifications and assumptions set forth in such opinion, the $9.50 in cash per share to be paid to the holders of outstanding
shares of common stock of the Company pursuant to the merger agreement was fair from a financial point of view to such holders, as
more fully described below under the heading ~ Opinion of the Special Committee s Financial Advisor.
The Board of Directors and the Special Committee also considered a variety of negative factors, uncertainties and risks in its deliberations
concerning the merger, including:

Risk of non-completion. The Board of Directors and the Special Committee considered the risk that the merger might not be completed
as a result of the failure of Holdings affiliates to obtain debt financing or in other circumstances. The Company also considered that the
Company had incurred and would incur significant transaction and opportunity costs attempting to consummate the merger, the
Company s business may be subject to disruption and the Company s directors, officers and other employees had expended and would
expend considerable time and effort to consummate the merger.

Possible deterrence of alternative offers. The Board of Directors and the Special Committee considered the risk that various provisions

of the merger agreement, including the provisions restricting the Company s ability to solicit proposals from other potential buyers and

the requirement that the Company pay Holdings a break-up fee of $19,600,000 if the merger agreement is terminated in connection with

the acceptance of a superior proposal, could deter or discourage other potential bidders from making an offer for the Company. See
Proposal I - The Merger Agreement Termination of the Merger Agreement in this proxy statement.
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Holdings prior consent (which may not be unreasonably withheld, delayed or conditioned), which might delay or prevent the Company
from undertaking business opportunities that might arise before the merger is completed. See Proposal I - The Merger
Agreement Conduct of Business Pending the Merger in this proxy statement.

Taxable transaction. The Board of Directors and the Special Committee considered that an all cash transaction would be taxable to the
Company s shareholders for U.S. federal income tax purposes. See The Merger Material United States Federal Income Tax
Consequences of the Merger in this proxy statement.

Cashout transaction. The Board of Directors and the Special Committee considered that the nature of the merger as a cash transaction
will prevent the Company s shareholders from being able to participate in any future earnings or growth of the Company and any
potential appreciation in the value of the Company s shares, including any value that could be achieved if the Company engages in
future strategic or other transactions or as a result of the improvements to the Company s business.

LIFO to FIFO election; use of net operating losses. The Board of Directors and the Special Committee considered the
potential risks involved in agreeing to Lone Star s request to change the Company s method of valuing inventory for U.S.
federal and state income tax purposes from the last-in, first-out (LIFO) method to the first-in, first-out (FIFO) method,
which is the method currently used by BI-LO. The Board of Directors considered that Lone Star had requested that the
Company adopt the FIFO method of accounting no later than March 15, 2012, and therefore that the change might be
made before the completion of the merger was certain to occur. The Board of Directors and the Special Committee
considered that the adoption of the FIFO method of accounting would result in the Company recognizing taxable income
of approximately $210 million, allocated between the taxable year of the change and the three following taxable years.
This taxable income could be set off against the Company s accumulated net operating loss carryforwards, resulting in a
reduction in such net operating loss carryforwards (assuming that the merger did not occur) from approximately $750
million to approximately $540 million. The Board of Directors and the Special Committee considered whether the
Company expected to be able to otherwise benefit from the net operating loss carryforwards in question. See The
Merger Adoption of FIFO Method of Accounting in this proxy statement.

Parent s limited liability for breach. The Board of Directors and the Special Committee considered that Holdings is a newly formed
limited liability company with no assets and, while Lone Star has guaranteed Holdings liability for failure to comply with specified
obligations under the merger agreement, Holdings liability is limited to a closing failure fee of $72,825,000 plus other specified costs
and expenses of the Company. See Proposal 1 - The Merger Agreement Termination Fee and Closing Failure Fee in this proxy
statement.

Offer of $10.50 per share in July 2011. The Board of Directors and the Special Committee considered that Lone Star offered, and

subsequently withdrew, a higher offer price of $10.50 per share to acquire the Company in July 2011, albeit under different market

conditions and based on a different financing structure and at a time when the Company s share price was substantially higher.
The Board of Directors and the Special Committee also considered a variety of other factors, including:

Potential employment of management with affiliates of Lone Star. The Board of Directors and the Special Committee considered the
possibility that, while the Special Committee had required management and Lone Star not to engage in material discussions relating to
management s potential employment with Lone Star or its affiliates until the principal terms of the merger agreement were agreed, and
although no such discussions had in fact taken place before the merger agreement was executed, the Company s
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management may become employees of Holdings and its subsidiaries after completion of the merger and may therefore have interests in
the merger that are different from, or in addition to, those of the Company s shareholders.

Interests of the Company s directors and officers. The Board of Directors and the Special Committee considered the potential conflicts

of interest of the Company s directors and executive officers in light of their ownership of shares of the Company s common stock, the

effect of the merger on outstanding options and restricted stock units, Mr. Lynch s employment agreement and the Company s severance

plans. See The Merger Interests of Our Directors and Officers in the Merger in this proxy statement.
The Board of Directors and the Special Committee concluded that the potentially negative factors associated with the proposed merger were
outweighed by the potential benefits that the Company s shareholders are expected to achieve as a result of the merger, including the belief of the
Board of Directors and the Special Committee that the merger maximizes the immediate value of the Company s shares to its shareholders and
eliminates the risks and uncertainty affecting the future prospects of the Company, including the potential execution risks associated with the
Company s strategic business plan. Accordingly, the Special Committee recommended to the Board of Directors and the Board of Directors
determined that the merger agreement and the merger are advisable to, and in the best interests of, the Company and its shareholders.

The foregoing discussion of the information and factors considered by the Board of Directors and the Special Committee is not exhaustive, but
the Company believes it includes the material factors considered by the Board of Directors.

In view of the wide variety of factors considered in connection with its evaluation of the merger and the complexity of these matters, the Board
of Directors and the Special Committee did not consider it practicable to, and did not attempt to, quantify or otherwise assign relative or specific
weight or values to any of these factors. Rather, the Board of Directors and the Special Committee viewed their positions and recommendations
as being based on an overall analysis and on the totality of the information presented to and factors considered by it. In considering the factors
described above, individual directors may have ascribed greater degrees of importance to different factors. After considering this information,
the Special Committee recommended to the Board of Directors that it approve a resolution adopting the merger agreement and Board of
Directors approved the merger agreement and the merger, adopted the merger agreement, and recommended to the shareholders of the Company
that they vote in favor of the approval of the merger agreement.

Recommendation of Our Board of Directors

On December 16, 2011, after evaluating, in consultation with our management and legal and financial advisors, the various business, financial,
market and other factors described above, and after due discussion and consideration, on the unanimous recommendation of the Special
Committee, our Board of Directors unanimously determined that the merger is in the best interests of Winn-Dixie and our shareholders and
unanimously approved, adopted and declared advisable the merger agreement and the transactions contemplated thereby, including the merger.
ACCORDINGLY, OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE SHAREHOLDERS OF
WINN-DIXIE VOTE FOR THE APPROVAL OF THE MERGER AGREEMENT.

Opinion of the Financial Advisor to the Special Committee

Goldman Sachs rendered its oral opinion to the Special Committee, subsequently confirmed in writing, that, as of December 16, 2011, and based
upon and subject to the factors and assumptions set forth therein, the $9.50 per share in cash to be paid to the holders of outstanding shares of the
Company s common stock pursuant to the merger agreement was fair, from a financial point of view, to such holders.
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The full text of the written opinion of Goldman Sachs, dated December 16, 2011, which sets forth assumptions made, procedures

followed, matters considered and limitations on the review undertaken in connection with the opinion, is attached as Annex B to this
proxy statement. Goldman Sachs provided its opinion for the information and assistance of the Special Committee in connection with its
consideration of the merger. Goldman Sachs opinion is not a recommendation as to how any holder of shares of the Company s common
stock should vote with respect to the merger or any other matter.

In connection with rendering the opinion described above and performing its related financial analyses, Goldman Sachs reviewed, among other
things:

the merger agreement;

annual reports to the shareholders of the Company and Annual Reports on Form 10-K of the Company for the five fiscal years ended
June 29, 2011;

certain interim reports to the shareholders of the Company and Quarterly Reports on Form 10-Q of the Company;

certain other communications from the Company to its shareholders;

certain publicly available research analyst reports for the Company; and

certain internal financial analyses and forecasts for the Company prepared by its management in each case as approved for Goldman

Sachs use by the Company, which we refer to as the Forecasts.
Goldman Sachs also held discussions with members of the senior management of the Company regarding their assessment of the past and
current business operations, financial condition and future prospects of the Company. In addition, Goldman Sachs reviewed the reported price
and trading activity for the shares of the Company s common stock, compared certain financial and stock market information for the Company
with similar information for certain other companies the securities of which are publicly traded, reviewed the financial terms of certain recent
business combinations in the food retail industry and in other industries, and performed such other studies and analyses, and considered such
other factors, as it deemed appropriate.

For purposes of rendering the opinion described above, Goldman Sachs relied upon and assumed, without assuming any responsibility for
independent verification, the accuracy and completeness of all of the financial, legal, regulatory, tax, accounting and other information provided
to, discussed with or reviewed by Goldman Sachs. In that regard, Goldman Sachs assumed with the consent of the Special Committee that the
Forecasts had been reasonably prepared on a basis reflecting the best currently available estimates and judgments of the management of the
Company. Goldman Sachs did not make an independent evaluation or appraisal of the assets and liabilities (including any contingent, derivative
or other off-balance-sheet assets and liabilities) of the Company or any of its subsidiaries and Goldman Sachs was not furnished with any such
evaluation or appraisal.

Goldman Sachs assumed that all governmental, regulatory, or other consents and approvals necessary for the consummation of the merger will
be obtained without any adverse effect on the expected benefits of the merger in any way meaningful to its analysis. Goldman Sachs also
assumed that the merger will be consummated on the terms set forth in the merger agreement, without the waiver or modification of any term or
condition the effect of which would be in any way meaningful to its analysis.

Goldman Sachs opinion did not address the underlying business decision of the Company to engage in the merger, or the relative merits of the
merger as compared to any strategic alternatives that may be available to the Company; nor did it address any legal, regulatory, tax or
accounting matters. Goldman Sachs opinion addressed only the fairness from a financial point of view, as of December 16, 2011, of the $9.50
per share in cash to be paid to the holders of the shares of Common Stock pursuant to the merger agreement.
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Goldman Sachs opinion did not express any view on, and did not address, any other term or aspect of the merger agreement or the merger or any
term or aspect of any other agreement or instrument contemplated by the merger agreement or entered into or amended in connection with the
merger, including, without limitation, the fairness of the merger to, or any consideration received in connection therewith by, the holders of any
other class of securities, creditors, or other constituencies of the Company; nor as to the fairness of the amount or nature of any compensation to
be paid or payable to any of the officers, directors or employees of the Company, or class of such persons, in connection with the merger,

whether relative to the $9.50 per share in cash to be paid to the holders of the shares of Common Stock pursuant to the merger agreement or
otherwise. Goldman Sachs did not express any opinion as to the impact of the merger on the solvency or viability of the Company, BI-LO
Holding, LLC ( Bi-Lo Holding ) or any of its subsidiaries (including Holdings and its subsidiaries) or the ability of the Company, Bi-Lo Holding
or any of its subsidiaries (including Holdings and its subsidiaries) to pay their respective obligations when they come due. Goldman Sachs
opinion was necessarily based on economic, monetary, market and other conditions as in effect on, and the information made available to
Goldman Sachs as of, the date of the opinion and Goldman Sachs assumed no responsibility for updating, revising or reaffirming its opinion
based on circumstances, developments, or events occurring after the date of its opinion. Goldman Sachs opinion was approved by a fairness
committee of Goldman Sachs.

The following is a summary of the material financial analysis delivered by Goldman Sachs to the Special Committee in connection with
rendering the opinion described above. The following summary, however, does not purport to be a complete description of the financial analyses
performed by Goldman Sachs, nor does the order of the analyses described represent relative importance or weight given to those analyses by
Goldman Sachs. Some of the summaries of the financial analyses include information presented in a tabular format. The tables must be read
together with the full text of each summary and are alone not a complete description of Goldman Sachs financial analyses. Except as otherwise
noted, the following quantitative information, to the extent that it is based on market data, is based on market data as it existed on or before
December 15, 2011 (the last trading day prior to the date of the merger agreement) and is not necessarily indicative of current market conditions.

Historical Stock Trading Analysis. Goldman Sachs analyzed the $9.50 per share in cash to be paid to the holders of the shares of Common

Stock pursuant to the merger agreement in relation to (i) the closing price of the shares of Common Stock on December 15, 2011 , (ii) the high

and low prices of the shares of the Company s common stock for the 52-week period ended December 15, 2011, and (iii) the volume weighted
average prices ( VWAP ) of the shares of the Company s common stock during the one-month, three-month, six-month and twelve-month periods
ended December 15, 2011. This analysis indicated that the $9.50 per share in cash to be paid to the holders of the shares of Common Stock

pursuant to the merger agreement represented:

a premium of 65.2% based on the closing price per share of the Company s common stock on December 15, 2011;

a premium of 72.4% based on the VW AP per share of the Company s common stock during the one-month period ended December 15,
2011;

a premium of 58.9% based on the VW AP per share of the Company s common stock during the three-month period ended December 15,
2011;

a premium of 34.6% based on the VWAP per share of the Company s common stock during the six-month period ended December 15,
2011;

a premium of 32.7% based on the VWAP per share of the Company s common stock during the twelve-month period ended December 15,
2011;

a discount of 3.2% based on the highest closing price per share of the Company s common stock during the 52-week period ended
December 15, 2011; and
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a premium of 86.3% based on the lowest closing price per share of the Company s common stock during the 52-week period ended
December 15, 2011.
Selected Companies Analysis. Goldman Sachs reviewed and compared certain financial information for the Company to corresponding financial
information, ratios and public market multiples for the following publicly traded companies in the food retail industry, which we refer to as the
Food Retail Peers :

Ingles Markets, Inc.;

The Kroger Co.;

Ruddick Corporation;

Safeway Inc.;

SupERVALU Inc.; and

Weis Markets, Inc.
Although none of the selected companies is directly comparable to the Company, the Food Retail Peers were chosen by Goldman Sachs because
they are publicly traded companies with operations that, for purposes of analysis, may be considered similar to certain operations of the
Company.

The calculations for the Food Retail Peers were based on the closing prices per share of the Food Retail Peers respective common stock as of
December 15, 2011, information from public filings, estimates from the Institutional Brokers Estimate System ( IBES ) and other publicly
available Wall Street research and were calendarized to June year end. The multiples and ratios for the Company were based on the closing price
of the Company s common stock on December 15, 2011, the $9.50 per share in cash to be paid pursuant to the merger agreement, and the
Forecasts.

With respect to each of the Food Retail Peers and the Company, Goldman Sachs calculated:

Ratios of enterprise value ( EV ), which is the market value of common equity on a diluted basis (including certain unvested restricted
stock units and outstanding options) on December 15, 2011, plus the book value of total debt (including capital lease obligations), less

cash and cash equivalents, on the last reported balance sheet date (in the case of the Company, September 21, 2011), to earnings before
interest, taxes, depreciation and amortization, further adjusted for certain non-cash charges including, in the case of the Company stock
based compensation ( EBITDA ) for the last twelve months ( LTM ) ended on the date of the last reported fiscal quarter (in the case of the
Company, September 21, 2011) and to estimated EBITDA for the fiscal year ended June 2012;

Ratios of EV on December 15, 2011 to EBIDTA less capital expenditures for the LTM period ended on the date of the last reported fiscal
quarter (in the case of the Company, September 21, 2011) and estimated EBITDA less capital expenditures for the fiscal year ended June
2012 (other than with respect to Ingles Markets, Inc. and Weis Markets, Inc., for which estimates were not available); and

Ratios of the closing price per share on December 15, 2011 to estimated earnings per share ( EPS ) for the fiscal year ended June 2012
(other than with respect to Ingles Markets, Inc. and Weis Markets, Inc., for which estimates were not available).
Goldman Sachs also calculated the following with respect to the Company:
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common stock pursuant to the merger agreement, to EBITDA for the LTM period ended September 21, 2011, and to estimated EBITDA
for the fiscal year ended June, 2012;
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Ratios of adjusted implied total consideration ( Adjusted Implied Total Consideration ), based upon the $9.50 per share in cash to be paid
to holders of shares of the Company s common stock pursuant to the merger agreement and adding back, for illustrative purposes, the
value of cash on the balance sheet as of September 21, 2011, to EBITDA for the LTM period ended September 21, 2011 and to estimated

EBITDA for the fiscal year ended June 2012;

Ratios of Implied EV to EBITDA less capital expenditures for the LTM period ended September 21, 2011 and estimated EBITDA less

capital expenditures for the fiscal year ended June 2012; and

Ratio of the $9.50 per share in cash to be paid to holders of shares of the Company s common stock pursuant to the merger agreement to

estimated earnings per share for the fiscal year ended June 2012.
The results of these analyses are summarized in the following tables:

Company

Winn-Dixie (Forecasts)

Winn-Dixie (Forecasts Implied EV)
Winn-Dixie (Forecasts Adjusted
Implied Total Consideration)

Food Retail Peers

High

Low

Median

Note: NM means not meaningful.

Company

Winn-Dixie (Based on Dec. 15 Closing Price)
Winn-Dixie (Based on $9.50/share Offer Price)

Food Retail Peers
High

Low

Median

Note: NM means not meaningful.
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EV/EBITDA Multiple
June

LTM 2012E
1.8x 1.8x
3.5x 3.5x
4.8x 4.9x
6.6x 6.1x
4.2x 4.4x
5.5x 5.2x

EV/(EBITDA Capex)

Multiple
June
LTM 2012E
5.4x NM
10.6x NM
16.4x 12.8x
6.0x 7.2x
11.0x 9.8x
P/E Multiple
June 2012E
NM
NM
16.6x
5.7x
11.5x
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In addition, Goldman Sachs calculated and compared average ratios of EV to EBITDA for the LTM period ended September 21, 2011 and EV to
one year forward EBITDA, based on IBES estimates over each of the last three calendar years for the Company and the Food Retail Peers. The
results of these analyses are summarized as follows:

Winn-Dixie
Median of Food Premium /
Average Over Period Winn-Dixie Retail Peers (Discount) to Peers
EV to LTM EBITDA Multiple
6 months 2.5x 5.4x (2.9)x
1 year 2.9x 5.6x (2.7)x
2 years 3.0x 5.6x (2.6)x
3 years 3.3x 5.5x (2.2)x
EV to One Year Forward
EBITDA Multiple

6 months 2.1x 5.2x 3.1)x
1 years 2.5x 5.4x (2.9)x
2 years 2.9x 5.4x (2.6)x
3 years 3.3x 5.3x (2.0)x

Hllustrative Present Value of Future Share Price Analysis. Goldman Sachs performed an illustrative analysis of the implied present value of the
future price per share of the Company s common stock, using the Forecasts and assuming, based on guidance from the Company s management,
net debt of the Company as at the relevant fiscal year end, a total of 56.7 million outstanding shares of the Company s common stock, 2.1 million
outstanding restricted stock units and 4.0 million outstanding options with a weighted average strike price of $13.81. This analysis is designed to
provide an indication of the implied present value of a theoretical future value of a company s equity as a function of such company s estimated
future EBITDA, its assumed EV/EBITDA multiples, and its estimated future balance sheet position based on the Forecasts. For this analysis
Goldman Sachs first calculated the illustrative future values per share of the Company s common stock for the fiscal years 2012 through 2015 by
applying EV to forward EBITDA multiples ranging from 1.5x to 4.0x. This range of multiples was applied to EBITDA estimates for the
Company s fiscal years 2013 to 2016 derived from the Forecasts to derive an implied equity value per share of the Company s common stock,
using the estimated balance sheet position for the Company as at the relevant fiscal year end based on the Forecasts. The resulting values were
then discounted to present value using a discount rate of 13.0%, reflecting an estimate of the Company s cost of equity. Based on the foregoing
calculations, Goldman Sachs derived an illustrative range of implied present values of $4.30 to $11.88 per share of the Company s common
stock.

Hllustrative Discounted Cash Flow Analysis. Goldman Sachs performed an illustrative discounted cash flow analysis to determine a range of
implied per share equity values for the Company based on projected stand-alone future unlevered cash flows. In the illustrative discounted cash
flow analyses described in this paragraph, unlevered free cash flow, which is the Company s projected EBITDA, minus taxes (for periods in
which the Company has projected taxable income, tax expense was assumed to be $0 based on the availability of net operating loss
carryforwards), minus its projected capital expenditures and minus the projected increase in net working capital, was calculated using the
Forecasts. In addition, stock based compensation expense was treated as a cash expense for purposes of determining unlevered free cash flow. In
addition, Goldman Sachs assumed based on guidance from the Company s management, net cash of the Company of $107.6 million as of
September 21, 2011, a total of 56.7 million outstanding shares of the Company s common stock, 2.1 million outstanding restricted stock units and
4.0 million outstanding options with a weighted average strike price of $13.81. Goldman Sachs calculated indications of the net present value of
the projected stand-alone future unlevered free cash flows for the Company for the remaining six months of the fiscal year ending June 2012 and
the full fiscal years ending June 2013 through June 2016 using discount rates ranging from 10.0% to 12.0%, reflecting estimates of the
Company s weighted average cost of capital. Goldman Sachs then calculated the
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Company s illustrative terminal values by applying terminal EV/EBITDA multiples ranging from 1.5x to 4.0x to the Company s estimated
EBITDA for the fiscal year ended 2016. The results of the illustrative terminal value calculations were then discounted to present value using
discount rates ranging from 10.0% to 12.0%. This analysis resulted in a range of implied present values of $6.26 to $14.81 per share of the
Company s common stock.

Selected Precedent Transactions Analysis. Goldman Sachs analyzed certain publicly available information relating to selected transactions
involving companies in the food retail industry since November 2000. For each of the selected transactions, Goldman Sachs calculated and
compared enterprise value as a multiple of the target company s LTM EBITDA prior to the announcement of the applicable transaction. While
none of the selected transactions or the selected companies that participated in the selected transactions are directly comparable to the merger or
the Company, the companies that participated in the selected transactions are companies with operations that, for the purposes of analysis, may
be considered similar to certain operations of the Company.

The following table presents the selected precedent transactions used by Goldman Sachs for its analysis:

Date of
Acquiror Target Announcement
Delhaize Group Delhaize America, LLC (acquisition of 55% interest not owned) November 2000
Royal Ahold the Alliance Exchange, Inc. September 2001
Willis Stein & Partners III, L.P. Roundy s, Inc. April 2002
Albertson sInc. JS USA Holdings Inc. (Shaw s Supermarkets) March 2004
Supervalu Inc.  Albertson s Inc. January 2006
Sun Capital Partners IV, LP  Marsh Supermarkets, Inc. April 2006
The Great Atlantic & Pacific Tea Company, Inc. (A&P) Pathmark Stores, Inc. March 2007
The following table sets forth the results of this analysis:
EV Multiple
of LTM
EBITDA
Multiple for the Merger 3.5x
Multiple for the Merger - Adjusted Implied Total Consideration 4.8x
Selected Precedent Transactions
High 10.3x
Low 6.6x
Median 8.1x

Premia Paid Analysis. Goldman Sachs reviewed and analyzed the acquisition premia for all announced or completed all cash transactions
involving United States publicly-traded targets valued between $250 million and $750 million from January 2005 to December 15, 2011
(excluding transactions with undisclosed value, spinoffs, recapitalizations, tender offers, self-tender offers, repurchases, exchange offers,
transactions in which a company was acquiring the remaining minority stake in a target company which it did not already own and privatization
transactions), calculated relative to (i) the target s closing price one day prior to announcement; and (ii) the target s closing price four weeks prior
to announcement, based on information obtained from Securities Data Company.

The following table presents the results of this analysis:

Premia 1-Day 4-Week

Premia for the Merger 65.2% 50.1%

Median Premia for Precedent Transactions 28.0% 33.0%
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The preparation of a fairness opinion is a complex process and is not necessarily susceptible to partial analysis or summary description.
Selecting portions of the analyses or of the summary set forth above, without considering the analyses as a whole, could create an incomplete
view of the processes underlying Goldman Sachs opinion. In arriving at its fairness determination, Goldman Sachs considered the results of all
of its analyses and did not attribute any particular weight to any factor or analysis considered by it. Rather, Goldman Sachs made its
determination as to fairness on the basis of its experience and professional judgment after considering the results of all of its analyses. No
company or transaction used in the above analyses as a comparison is directly comparable to the Company, Bi-Lo Holding, or the merger.

Goldman Sachs prepared these analyses for purposes of Goldman Sachs providing its opinion to the Special Committee that, as of December 16,
2011 and based upon and subject to the limitations, qualifications and assumptions set forth therein, the $9.50 per share in cash to be paid to the
holders of shares of the Company s common stock pursuant to the merger agreement was fair from a financial point of view to such holders.
These analyses do not purport to be appraisals nor do they necessarily reflect the prices at which businesses or securities may actually be sold.
Analyses based upon forecasts of future results are not necessarily indicative of actual future results, which may be significantly more or less
favorable than suggested by these analyses. Because these analyses are inherently subject to uncertainty, being based upon numerous factors or
events beyond the control of the parties or their respective advisors, none of the Company, Bi-Lo Holding, Goldman Sachs or any other person
assumes responsibility if future results are materially different from those forecast.

The merger consideration was determined through arm s-length negotiations between the Special Committee and Bi-Lo Holding and, consistent
with the recommendation of the Special Committee was approved by the Company s board of directors. Goldman Sachs provided advice to the
Special Committee during these negotiations. Goldman Sachs did not, however, recommend any specific amount of consideration to the
Company, Special Committee or the Company s board of directors or that any specific amount of consideration constituted the only appropriate
consideration for the merger.

As described above, Goldman Sachs opinion to the Special Committee was one of many factors taken into consideration by Special Committee
in making its determination to recommend that the Company s board of directors approve the merger agreement. The foregoing summary does
not purport to be a complete description of the analyses performed by Goldman Sachs in connection with its opinion and is qualified in its
entirety by reference to the full text of the written opinion of Goldman Sachs attached as Annex B.

Goldman Sachs and its affiliates are engaged in investment banking and financial advisory services, commercial banking, securities trading,
investment management, principal investment, financial planning, benefits counseling, risk management, hedging, financing, brokerage
activities and other financial and non-financial activities and services for various persons and entities. In the ordinary course of those activities
and services, Goldman Sachs and its affiliates may at any time make or hold long or short positions and investments, as well as actively trade or
effect transactions, in the equity, debt and other securities (or related derivative securities) and financial instruments (including bank loans and
other obligations) of the Company, Bi-Lo Holding and any of their respective affiliates and third parties, including Lone Star Fund V (U.S.),
L.P., an affiliate of Holdings, and the family of investment funds commonly known as Lone Star Funds (collectively, Lone Star ), and their
affiliates and portfolio companies, or any currency or commodity that may be involved in the transaction contemplated by the merger agreement
for their own account and for the accounts of their customers. Goldman Sachs has provided certain investment banking services to Lone Star and
its affiliates and portfolio companies from time to time for which the Investment Banking Division of Goldman Sachs has received, and may
receive, compensation. During the two year period ended December 16, 2011, the Investment Banking Division of Goldman Sachs has received
compensation for services provided to Lone Star and its affiliates and portfolio companies of approximately $700,000. Goldman Sachs may also
in the future provide investment banking services to the Company, Holdings and their respective affiliates and Lone Star and its
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affiliates and portfolio companies for which the Investment Banking Division of Goldman Sachs may receive compensation. Affiliates of
Goldman Sachs also may have co-invested with Lone Star and its affiliates from time to time and may have invested in limited partnership units
of affiliates of Lone Star from time to time and may do so in the future.

The Special Committee selected Goldman Sachs as its financial advisor because it is an internationally recognized investment banking firm that
has substantial experience in transactions similar to the merger. Pursuant to a letter agreement dated May 5, 2011, the Special Committee
engaged Goldman Sachs to act as its financial advisor in connection with the merger. Pursuant to the terms of this engagement letter, the
Company has agreed to pay Goldman Sachs a fee of approximately $7 million, $125,000 of which became payable upon execution of the merger
agreement and the remainder of which is payable upon consummation of the merger. In addition, the Company has agreed to reimburse
Goldman Sachs for certain of its expenses, including attorneys fees and disbursements, and to indemnify Goldman Sachs and related persons
against certain liabilities that may arise out of its engagement, including certain liabilities under the federal securities laws.

Winn-Dixie Projected Financial Information

In connection with Lone Star s due diligence review, we provided to Lone Star certain projected financial information concerning us prepared by
our management. Set forth below are summaries of the material projected financial information provided to Lone Star (the May 2011
Projections ). The May 2011 Projections were prepared based on management s five-year plan as of May 2011 and assumed we would raise
additional financing in the form of $100 million of convertible debt securities. In addition, Goldman Sachs was provided with certain projected
financial information concerning us prepared by our management based on management s five-year plan as of July 2011 and without assuming
the issuance of $100 million of convertible debt securities. Set forth below are summaries of the material projected financial information
provided to Goldman Sachs (the July 2011 Projections and together with the May 2011 Projections, the Projections ). Lone Star was also offered
an opportunity to review the July 2011 Projections. The inclusion of the Projections in this proxy statement should not be regarded as an
admission or representation of Winn-Dixie, Lone Star, Holdings or Merger Sub, or an indication that any of Winn-Dixie, Lone Star, Holdings or
Merger Sub or their respective affiliates or representatives considered, or now consider, the Projections to be a reliable prediction of actual

future events or results, and the Projections should not be relied upon as such. The Projections are being provided in this document only because
Winn-Dixie made them available to Lone Star in connection with Lone Star s due diligence review of Winn-Dixie or to Goldman Sachs in
connection with their engagement as financial advisor to the Special Committee. None of Winn-Dixie, Lone Star, Holdings or Merger Sub or

any of their respective affiliates or representatives assumes any responsibility for the accuracy of the Projections or makes any representation to
any shareholder regarding the Projections, and none of them intends to update or otherwise revise the Projections to reflect circumstances
existing after the date when made or to reflect the occurrence of future events, even in the event that any or all of the assumptions underlying the
Projections are shown to be in error.

The Projections were prepared by Winn-Dixie s management. The Projections were not prepared with a view to public disclosure or complying
with U.S. generally accepted accounting principles ( GAAP ), the published guidelines of the SEC regarding projections or the guidelines
established by the American Institute of Certified Public Accountants for preparation and presentation of prospective financial information.
Winn-Dixie s independent registered public accounting firm has not examined, compiled or performed any procedures with respect to the
Projections presented in this proxy statement, and it has not expressed any opinion or any other form of assurance of such information or the
likelihood that Winn-Dixie may achieve the results contained in the Projections, and accordingly assumes no responsibility for them and
disclaims any association with them. The ultimate achievability of the Projections included herein is also subject to numerous risks and
uncertainties including but not limited to the risks and uncertainties described in our Annual Report on Form 10-K for the
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fiscal year ended June 29, 2011 and subsequent filings made with the SEC. We have made publicly available our actual results of operations for
the first quarter of fiscal 2012. You should review the Company s Quarterly Report on Form 10-Q for the quarter ended September 21, 2011 to
obtain this information. Readers of this proxy statement are strongly cautioned not to place undue reliance on the Projections set forth below.

The Projections reflect numerous estimates and assumptions with respect to industry performance, general business, economic, regulatory,
market and financial conditions, as well as matters specific to our business. Many of these matters are beyond our control and the continuing
uncertainty surrounding general economic conditions and in the industry in which we operate creates significant uncertainty around the
Projections. As a result, there can be no assurance that the projected results will be realized or that actual results will not be significantly higher
or lower than projected. Because the Projections cover multiple years, such information by its nature becomes less reliable with each successive
year. The Projections do not take into account any circumstances or events occurring after the date they were prepared, including the
announcement of the merger. There can be no assurance that the announcement of the merger will not affect our business. Further, the
Projections do not take into account the effect of any failure to occur of the merger and should not be viewed as accurate or continuing in that
context.

In addition, the Projections included non-GAAP financial measures under SEC rules, including our earnings before interest expense, interest
income, income taxes, depreciation and amortization and stock-based compensation expense ( Adjusted EBITDA ), earnings before interest
expense, interest income, income taxes, depreciation and amortization, stock-based compensation expense and rent expense ( Adjusted
EBITDAR ) and free cash flow. The Company provided this information to Lone Star and Goldman Sachs because the Company believed it
could be useful in evaluating, on a prospective basis, the Company s potential operating performance and cash flow. This information should not
be considered in isolation or in lieu of our operating and other financial information determined in accordance with GAAP. In addition, because
non-GAAP financial measures are not determined consistently by all entities, the non-GAAP measures presented in the Projections may not be
comparable to similarly titled measures of other companies. A reconciliation of Adjusted EBITDA, Adjusted EBITDAR and free cash flow to
the most directly comparable GAAP measure (Net income (loss)), prepared by Winn-Dixie s management, is provided below. In the
reconciliation tables below, numbers may not foot due to rounding.

Projected Financial Information (May 2011 Projections)

(dollars in millions) Fiscal year
2012 2013 2014 2015 2016

Units (end of year) 483 484 488 495 502
% Same store sales growth 3.1% 2.3% 2.9% 3.1% 3.1%
Sales $7,102 $7,317 $7,650 $8,078 $8,524
Gross profit 1,991 2,069 2,182 2,324 2,473
SG&A 2,012 2,073 2,167 2,281 2,385
Adjusted EBITDA $125 $158 $196 $240 $290
Adjusted EBITDAR(1) 325 361 404 455 512
Net income (loss) (38) 21 (D 27 72
Depreciation and amortization 135 154 173 190 194
Free cash flow $(94) $(51) $(43) $(1) $40
Cash (end of year) 134 83 40 38 79
Debt (end of year) 151 152 154 153 153

(1) Adjusted EBITDAR for each period from fiscal 2012-2016 as provided to Lone Star in the May 2011 Projections was inadvertently
calculated on the basis of rent expense for the applicable prior year period, resulting in immaterial differences between Adjusted EBITDAR as
provided to Lone Star and Adjusted EBITDAR calculated on the basis of rent expense for the appropriate period. Adjusted EBITDAR in the
May 2011 Projections as provided to Lone Star was $323, $359, $399, $448 and $505 in fiscal 2012, 2013, 2014, 2015 and 2016, respectively.
The corrected projected Adjusted EBITDAR amounts presented in this proxy statement were not identified prior to execution of the merger
agreement and, consequently, were not provided to Lone Star prior to execution of the merger agreement. Adjusted EBITDAR in the July 2011
Projections was calculated on the basis of the appropriate rent expense projections.
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Reconciliation of Non-GAAP Measures (May 2011 Projections)

(dollars in millions) Fiscal year

2012 2013 2014 2015 2016
Reconciliation of Adjusted EBITDA and
Adjusted EBITDAR:
Net income (loss) (38) 21) (D 27 72
Taxes (1)
Interest expense, net 17 16 16 16 16
Depreciation and amortization 135 154 173 190 194
Stock-based compensation expense 11 8 8 7 7
Adjusted EBITDA $125 $158 $196 $240 $290
Rent expense(2) 200 203 208 215 222
Adjusted EBITDAR 325 361 404 455 512

Reconciliation of Free Cash Flow

Net income (loss) (38) 21) D 27 72
Depreciation and amortization 135 154 173 190 194
Stock-based compensation expense 11 8 8 7 7
Change in working capital 14 6 10 10 10
Capital lease principal payments (14) (15) (14) (15) (15)
Capital expenditures (195) (179) (216) (220) (228)
Other cash expenses(3) (@) 5) 3)

Free cash flow $(94) $(51) $(43) $(1) $40

(1) For periods in which the Company has projected taxable income, tax expense is assumed to be $0 based on the availability of net operating loss carryforwards.

(2) Consists of minimum rentals, contingent rentals and sublease rentals under operating leases.
(3) Consists of rent expense for discontinued stores.
Projected Financial Information (July 2011 Projections)

(dollars in millions) Fiscal year
2012 2013 2014 2015 2016
Units (end of year) 486 487 491 498 505
% Same store sales growth 32% 2.3% 2.9% 3.1% 3.1%
Sales $7,101 $7,342 $7,678 $8,106 $8,552
Gross profit 1,980 2,064 2,178 2,320 2,469
SG&A 1,987 2,050 2,144 2,259 2,364
Adjusted EBITDA $127 $164 $201 $246 $295
Adjusted EBITDAR 328 368 410 462 518
Net income (loss) (16) 5 25 51 95
Depreciation and amortization 122 141 160 178 183
Free cash flow $(108) $(37) $(11) $(2) $50
Cash (end of year) 100 63 52 50 101
Debt (end of year) 61 67 70 71 73
44
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Reconciliation of Non-GAAP Measures (July 2011 Projections)

(dollars in millions) Fiscal year

2012 2013 2014 2015 2016
Reconciliation of Adjusted EBITDA and
Adjusted EBITDAR:
Net income (loss) (16) 5 25 51 95
Taxes(1)
Interest expense, net 10 9 9 9 9
Depreciation and amortization 122 141 160 178 183
Stock-based compensation expense 11 8 8 7 7
Adjusted EBITDA $127 $164 $201 $246 $295
Rent expense(2) 201 204 209 216 223
Adjusted EBITDAR(3) $328 $368 $410 $462 $518

Reconciliation of Free Cash Flow

Net income (loss) (16) 5 25 51 95
Depreciation and amortization 122 141 160 178 183
Stock-based compensation expense 11 8 8 7 7
Change in working capital 5 6 10 10 10
Capital lease principal payments (14) (14) (15) (16) (16)
Capital expenditures (202) (179) (194) (231) (230)
Other cash expenses(4) (14) (®)) 3)

Free cash flow(5) $(108) $(37) $(11) $(2) $50

(1) For periods in which the Company has projected taxable income, tax expense is assumed to be $0 based on the availability of net operating loss carryforwards.
(2) Consists of minimum rentals, contingent rentals and sublease rentals under operating leases.

(3) On December 16, 2011, the Special Committee was also presented Adjusted EBITDAR calculated on the basis of rent expense defined as store rental expense
only. Projected rent expense for stores only was $207, $211, $218, $227 and $237 for fiscal year 2012, 2013, 2014, 2015 and 2016, respectively, resulting in
Adjusted EBITDAR of $333, $375, $419, $473 and $532 for fiscal year 2012, 2013, 2014, 2015 and 2016, respectively.

(4) Consists of rent expense for discontinued stores.

(5) On December 16, 2011, the Special Committee was also presented free cash flow calculated without adding back stock-based compensation expense or capital
lease principal payments, resulting in free cash flow of $(106), $(31), $(3), $8 and $59 for fiscal year 2012, 2013, 2014, 2015 and 2016, respectively.

Certain Effects of the Merger

If the merger agreement is approved by our shareholders and the other conditions to the closing of the merger are either satisfied or waived,
Merger Sub will be merged with and into us, and we will remain as the surviving corporation. When the merger is completed, we will cease to
be a publicly traded company and will instead become a wholly owned subsidiary of Holdings.

When the merger is completed, each share of our common stock issued and outstanding immediately prior to the effective time of the merger
(other than shares held by (i) us as treasury stock, (ii) by Holdings or Merger Sub and (iii) by any of our direct or indirect wholly owned
subsidiaries, which will be cancelled immediately prior to the effective time of the merger and no consideration will be paid in respect to such
cancellation), will be cancelled and converted into the right to receive $9.50 in cash, without interest and less any applicable withholding tax.
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When the merger is completed, each share of common stock of Merger Sub issued and outstanding immediately prior to the effective time of the
merger will be converted into one share of common stock of the surviving corporation. After the effective time of the merger, each certificate
evidencing ownership of shares of Merger Sub common stock will evidence ownership of such shares of the surviving corporation.

The merger agreement provides that, immediately prior to the effective time of the merger, all options to purchase shares of our common stock
that are outstanding immediately prior to the effective time and that are
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vested or that, upon consummation of the merger, will automatically vest in accordance with their terms, will be cancelled by us and will be
converted into the right to receive a cash payment equal to the excess, if any, of $9.50 per share in cash over the exercise price per share of the
option, multiplied by the number of shares subject to the applicable option, without interest and less any applicable withholding tax. If the
exercise price per share of any option is $9.50 or greater, the holder thereof will not receive any cash payment when the option is cancelled. All
options to purchase shares of our common stock that are unvested at the effective time and that are not automatically vested pursuant to their
terms by virtue of the merger will be cancelled, retired and cease to exist as of the effective time of the merger and the holders of such stock
options will have no right to receive any consideration for such options. The merger agreement also provides that, except as otherwise agreed to
in writing by Holdings and us, all restricted stock units that are outstanding immediately prior to the effective time and that, upon consummation
of the merger, will automatically vest in accordance with their terms, will be converted into the right to receive $9.50 per share in cash, without
interest and less any applicable withholding tax. All shares of restricted stock units subject to performance based vesting conditions that are
unvested at the effective time and that are not automatically vested pursuant to their terms by virtue of the merger will be cancelled, retired and
cease to exist as of the effective time of the merger and the holders of such performance based restricted stock units will have no right to receive
any consideration for such units.

With respect to our ESPP, as of the effective time, any then current offering period under the ESPP shall be terminated and no new offering
periods will begin under the ESPP after such date and no further shares of our common stock will be purchased under the ESPP. Winn-Dixie
will refund any remaining cash (without interest) in a participant s account to such participant and terminate the ESPP.

At the effective time of the merger, our shareholders will have only the right to receive the merger consideration and will cease to have
ownership interests in Winn-Dixie or rights as Winn-Dixie shareholders. Therefore, our shareholders will not participate in our future earnings
or growth and will not benefit from any appreciation in our value.

Our common stock is currently registered under the Securities Exchange Act of 1934, as amended, which we refer to as the Exchange Act, and is
quoted on The Nasdaq Global Select Market under the symbol WINN. As a result of the merger, Winn-Dixie will be a wholly owned subsidiary
of Holdings, our common stock will cease to be quoted on The Nasdaq Global Select Market and there will be no public market for our common
stock. In addition, the registration of our common stock under the Exchange Act will be terminated, and we will no longer be required to file
periodic reports with the SEC.

Effects on Winn-Dixie if the Merger is Not Completed

If the merger agreement is not approved by our shareholders or if the merger is not completed for any other reason, our shareholders will not
receive any payment for their shares in connection with the merger. Instead, we will remain an independent public company, and our common
stock will continue to be quoted on The Nasdaq Global Select Market. In addition, if the merger is not completed, we expect that management
will operate our business in a manner similar to that in which it is being operated today and that our shareholders will continue to be subject to
the same risks and opportunities to which they are currently subject, including, without limitation, risks related to the highly competitive
industry in which we operate and adverse economic conditions.

Furthermore, if the merger is not completed, and depending on the circumstances that would have caused the merger not to be completed, it is
likely that the price of our common stock will decline significantly. If that were to occur, it is uncertain when, if ever, the price of our common
stock would return to the price at which it trades as of the date of this proxy statement.

Accordingly, if the merger is not completed, there can be no assurance as to the effect of these risks and opportunities on the future value of your
shares of our common stock. If the merger is not completed, our Board of Directors will continue to evaluate and review our business operations,
properties, dividend policy and
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capitalization, among other things, make such changes as are deemed appropriate and continue to seek to identify strategic alternatives to
enhance shareholder value. If the merger agreement is not approved by our shareholders or if the merger is not completed for any other reason,
there can be no assurance that any other transaction acceptable to us will be offered or that our business, prospects or results of operation will not
be adversely impacted.

If the merger agreement is terminated, under certain circumstances we will be obligated to pay a termination fee of $19.6 million to Holdings
upon or following such termination, and under certain other circumstances, Holdings will be required to pay us a closing failure fee of
$72,825,000. See The Merger Termination Fee and Closing Failure Fee.

Financing of the Merger

Holdings has obtained equity and debt financing commitments, the aggregate proceeds of which will be sufficient to consummate the merger

and the other transactions contemplated by the merger agreement. These commitments are described in more detail below. The funding under
these commitments is subject to certain conditions, including conditions that do not relate directly to the conditions to closing in the merger
agreement. Although obtaining the proceeds of any financing, including the financing under these commitments, is not a condition to Holdings
obligation to complete the merger, the failure of Holdings and Merger Sub to obtain financing (whether under these commitments or otherwise)

is likely to result in the failure of the merger to be completed. In that case, depending on the specific circumstances that led to such failure,
Holdings may be obligated to pay us a fee of $72,825,000 as described under The Merger Agreement Termination Fee and Closing Failure Fee
beginning on page 77.

Equity Financing

Holdings has delivered to us a copy of an equity financing commitment letter, dated December 16, 2011, pursuant to which the Lone Star Fund
VII (U.S.), L.P. (the Sponsor ) has, subject to customary terms and conditions, committed to provide an aggregate equity contribution in an
amount of up to approximately $340.8 million to Holdings for the purpose of funding the equity portion of the financing for the closing of the
transactions contemplated by the merger agreement. The amount actually funded under this equity commitment will be reduced on a
dollar-for-dollar basis to the extent Holdings does not need the full amount of the commitment to complete the merger.

The Sponsor s obligations to fund the financing contemplated by the equity financing commitment letter for closing are generally subject to the
satisfaction of the conditions to Holdings and Merger Sub s obligations to consummate the transactions contemplated by the merger agreement
and the funding of the debt financing pursuant to the debt commitment letter.

Debt Financing

Pursuant to the debt commitment letter dated December 16, 2011, Citigroup Global Markets Inc. and Deutsche Bank Trust Company Americas
(collectively, the Lenders ) have committed to provide a $700 million senior secured asset-based revolving credit facility, up to $300 million of
which would be available to finance the transactions contemplated by the merger agreement (the Revolving Closing Date Loans ). In addition,
the Lenders will provide an aggregate amount equal to the difference between $440 million and any Revolving Closing Date Loans to back stop
outstanding letters of credit at closing.

The debt financing commitments are conditioned on the consummation of the merger in accordance with the merger agreement, as well as other
customary conditions, including, but not limited to:

the execution and delivery of definitive documentation consistent with the debt commitment letter;

the absence of a Material Adverse Effect (as defined below);
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the payment in full of all fees, expenses and other amounts payable under the debt commitment letter;

the accuracy of certain representations and warranties in the loan documents;

the repayment of certain specified, existing indebtedness of Winn-Dixie and BI-LO Holding, LLC;

the delivery of certain audited and unaudited financial statements;

BI-LO, LLC s use of commercially reasonable efforts to provide the agents with certain appraisals and field examinations;

BI-LO, LLC s use of commercially reasonable efforts to provide to the arrangers certain information included in a customary
confidential information memorandum and customary lenders presentation; and

the delivery of customary closing documents, including customary legal opinion, officers certificates, evidence of existing insurance, a
borrowing base certificate and a solvency certificate.
The debt commitment letter is not subject to due diligence or a market out condition, which would allow the lenders not to fund their respective
commitments if the financial markets are materially adversely affected. The debt commitment letter will terminate on the earliest of (i) June 13,
2012, (ii) the date definitive documentation becomes effective, (iii) the date the merger agreement is terminated and (iv) the date the merger is
consummated (regardless of whether the revolving credit facility is funded on such date).

Interests of Our Directors and Executive Officers in the Merger

In addition to their interests in the merger as shareholders, certain of our directors and executive officers have interests in the merger that differ
from, or are in addition to, your interests as a shareholder. Our Board of Directors was aware of, and considered the interests of, our directors
and executive officers in approving and adopting the merger agreement and recommending that you vote  FOR  the approval of the merger
agreement.

Common Stock, Stock Options and Restricted Stock Units to be Cashed Out in the Merger

The following table sets forth the cash proceeds that each of our directors and executive officers could receive at the closing of the merger from:

the conversion of the shares of our common stock that they already hold into the merger consideration;

the conversion of their vested in the money options to purchase shares of our common stock (i.e., options with a per-share
exercise price less than $9.50) into the merger consideration;

the accelerated vesting, as a result of the merger, of options to purchase shares of our common stock, and the conversion of such
in the money options into the merger consideration; and

the accelerated vesting, as a result of the merger, of restricted stock unit grants and the conversion of such restricted stock units
into the merger consideration;
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each based on his or her beneficial ownership as of January 4, 2012:

Value of Value of
Unvested Restricted

Value of Stock Stock Units Total Cash

Shares of Value of Options that that Vest Payment

Common Vested Stock Vest upon upon the With Respect

Stock Owned Options the Merger Merger to all Equity
Name %) $) $) $) $)

Non-Employee Directors
Evelyn V. Follit 288,667 152,247 440,914
Charles P. Garcia 264,148 152,247 416,395
Jeffrey C. Girard 375,431 152,247 527,678
Yvonne R. Jackson 310,536 152,247 462,783
Gregory P. Josefowicz 389,681 152,247 541,928
James P. Olson 367,356 152,247 519,603
Terry Peets 385,472 152,247 537,719
Richard E. Rivera 374,243 152,247 526,490
Employee Director/Executive Officer:
Peter L. Lynch 2,739,639 62,874 344,121 3,225,640 6,372,273
Other Executive Officers:
Laurence B. Appel 423,311 21,837 105,741 1,007,494 1,558,384
Bennett L. Nussbaum 419,710 21,837 119,524 1,137,017 1,698,089
Christopher L. Scott, Sr. 124,726 6,618 36,224 279,091 446,659
Timothy L. Williams 15,067 3,014 25,153 273,933 317,166
James Smits 69,578 5,024 27,495 189,288 291,384
Matthew Gutermuth 78,508 5,024 27,495 202,949 313,975
Mary Kellmanson 55,927 5,024 27,495 198,056 286,502
Anita Dahlstrom-Gutel 23,494 3,014 49,649 232,123 308,280
Maura Hart 22,715 5,024 27,495 148,780 204,013
Lynn Schweinfurth 8,322 3,014 18,594 86,621 116,551
Michael Byrum 15,428 3,014 16,498 131,784 166,724
Frank O. Eckstein 413,602 7,483 14,966 436,051
Daniel Portnoy 150,328 150,328
All Directors and Executive Officers as a Group
(22 Persons) 7,315,889 152,800 840,451 8,330,750 16,639,889

Employment Related Provisions of the Merger Agreement

The merger agreement provides that Holdings will provide our employees (including our executive officers) with certain compensation and other
benefits. See Proposal I The Merger Agreement Employee Benefits Matters.

Information About Golden Parachute Compensation

We have several plans and agreements that provide for amounts to be paid or equity awards to accelerate in the event of a change in control. The
merger will constitute a change in control under each of these plans. We describe each of these below and quantify the amounts that will be
payable assuming the merger is completed and there is a termination of the named executive officers.

Equity Incentive Plans. In the event of a change in control, our Fiscal 2012 Equity Incentive Plan, Fiscal 2010 Equity Incentive Plan and

Amended and Restated Equity Incentive Plan generally provide that all unvested stock options and restricted stock units, other than the
outperformance stock options and restricted stock units described below, will become fully vested. In the event of a change in control, the

outperformance stock options and outperformance restricted stock units will vest on a pro rata basis (rather than upon the achievement of
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outperformance stock option or outperformance restricted stock unit, as applicable, through the change in control date, divided by 60 months.
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Severance Payments to Mr. Lynch. We have a written employment agreement with Mr. Lynch. Pursuant to the employment agreement, if his
employment is terminated by us without cause (as defined below), or he resigns for good reason (as defined below), Mr. Lynch is entitled to
receive the following severance payments, provided he executes a general release and waiver of claims:

a monthly payment for the duration of the non-compete period (as defined below) equal to one-twelfth of the sum of his then current
base salary and target annual incentive plan bonus;

a pro rata annual incentive plan bonus for the fiscal year in which his employment ends based on our actual performance for such
year, paid out after the end of such fiscal year; and

continuation of medical and dental benefits during the non-compete period.
The non-compete period to which Mr. Lynch is subject is defined as the remaining portion of our fiscal year at the time his employment ends
plus one year. The timing of the payment of each of these amounts is subject to payment restrictions imposed by Section 409A of the Code.

Cause is defined as a termination of Mr. Lynch based upon any of the following: (1) he has been convicted of (or pleads guilty or no contest to)
a felony involving theft or moral turpitude; (2) he has engaged in conduct that constitutes gross misconduct in the performance of his duties;

(3) he materially breaches the terms of the agreement and the breach is not fully cured within ten business days after we provide him with
written notice; or (4) he materially breaches a written Company policy that is determined by the Board in good faith to be material to us, and the
breach is not fully cured within ten business days after we provide him with written notice.

Good reason is defined as the following events that are taken by us without Mr. Lynch s consent: (1) a reduction of his base salary or bonus
opportunity, other than in connection with any across-the-board reduction of base salaries or target bonus opportunities of all senior executives;
(2) a failure to nominate him for election as Chairman of the Board; (3) a failure to appoint him as Chairman during the period he serves on the
Board; (4) the failure of the acquirer of all or substantially all of the assets of the Company to assume the agreement if we are to be liquidated
within a reasonable period of time following the acquisition; or (5) a material diminution in his duties or responsibilities; or (6) our decision not
to renew the original term of the agreement or any renewal term.

If Mr. Lynch is entitled to any payments under the employment agreement or any other plan, program or arrangement under which he

participates that would constitute an excess parachute payment subject to the excise tax imposed by Section 4999 of the Internal Revenue Code
(the Excise Tax ), and the amount of the parachute payment payable to Mr. Lynch is more than $50,000 greater than the threshold at which such
amount becomes an excess parachute payment, then Winn-Dixie will pay to Mr. Lynch an additional amount (the Gross-up Payment ) so that the
net amount retained by him will be equal to the Excise Tax. The agreement also provides that if a reduction of $50,000 or less in the total

amount of payments to Mr. Lynch would eliminate the need for the Gross-up Payment, then the amount of the payments will be reduced by the
amount of the excess.

Executive Severance Plan. In January 2008, the Board of Directors adopted the Executive Severance Plan to help retain key team members and

to provide these key team members with a measure of security so they can remain focused on helping to drive Company performance. Our

named executive officers other than Mr. Lynch and Mr. Eckstein are participants in the plan (each, a Participant ) and are entitled to the benefits
under the plan. Mr. Lynch is not a participant in the Executive Severance Plan, as his severance arrangements are provided pursuant to the terms
of his employment agreement. Mr. Eckstein retired effective December 1, 2011 and, in accordance with the terms of the plan, he is not entitled

to additional benefits under the plan.

The plan provides that change in control severance is payable when we terminate the employment of a Participant without cause during the
change in control period, or they resign for good reason during the change in control period. The following terms are defined in the plan:

The change in control period is the period beginning one year preceding the announcement of a change in control through and
including the 24 month period following a change in control.
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Cause includes any of the following: (1) they continually failed to substantially perform, or were grossly negligent in the discharge
of, their duties to us; (2) they committed or engaged in an act of theft, embezzlement or fraud; (3) they are convicted of or plead
guilty or nolo contendere to a felony or a misdemeanor with respect to which fraud or dishonesty is a material element; (4) they
materially violated any material Company policy; or (5) they intentionally engaged in any other action or inaction that the plan
administrator for the Executive Severance Plan determines was not taken in good faith for our best interests.

Good reason is defined as any of the following events that are taken by us without the Participant s consent: (1) a material diminution
in base compensation; (2) a material diminution in authority, duties, or responsibilities; or (3) a material change in the geographic
location at which services are to be performed for Winn-Dixie.
In connection with change in control severance, a Participant must execute a general release and waiver of claims that will include a two year
non-disparagement, two year non-solicitation and five year non-disclosure agreement.

If change in control severance becomes due, Participants will receive six months of salary and one-half of the target annual incentive plan bonus
then in place, plus a pro rata amount of the current target annual incentive plan bonus, in a lump sum cash payment after the effective date of the
general release and waiver of claims executed by the Participant, subject to payment restrictions imposed by Section 409A of the Code. For each
additional full week the Participant remains unemployed after six months, he or she will receive an additional week of salary and 1/52nd of the
target annual incentive plan bonus, up to a total of 18 months of salary and 1.5 times the target annual incentive plan bonus. Participants will
also be entitled to company-paid COBRA continuation of medical and dental benefits for up to 18 months; provided that after the initial 18
month COBRA period expires, the company will pay directly to the Participant an amount equal to the COBRA premium grossed up for income
taxes for up to an additional 6 months. These additional change in control severance payments will cease when the Participant secures an
equivalent position with a new employer. If a Participant secures a lower paying position, we will reduce the weekly payment due to the
Participant by the weekly salary earned by the Participant. The additional change in control severance payments paid following the initial lump
sum cash payment will be paid in cash in monthly installments in accordance with Winn-Dixie s normal payroll dates and are subject to
Participant reporting of continued unemployment.

If a Participant is entitled to change in control severance under the plan and if the payments due from Winn-Dixie under the plan will be subject
to the tax imposed by Section 4999 of the Internal Revenue Code (the Excise Tax ), Winn-Dixie will pay to or for the benefit of the Participant
an additional amount (the Gross-up Payment ) so that the net amount retained by the Participant (after deduction of any Excise Tax on
Winn-Dixie payments and any U.S. federal, state and local income or payroll tax upon the Gross-up Payment, but before deduction for any U.S.
federal, state and local income or payroll tax on Winn-Dixie payments) will be equal to the Winn-Dixie payments.

The plan also provides that if a reduction of $50,000 or less in the total amount of change in control severance benefit otherwise payable to a
Participant would eliminate the need for the Gross-up Payment, then the amount of the change in control severance benefit will be reduced by
the amount of the excess.

Aggregate Amounts of Potential Compensation. The following table sets forth, in the format prescribed by SEC rules and regulations, the
information regarding the aggregate dollar value of the various elements of compensation that could be received by the named executive officers
that is based on or otherwise relates to the merger. In preparing the table, we made the following assumptions:

the merger will close on March 31, 2012;
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the employment of the named executive officers that were employed by Winn-Dixie at the time of the merger closing was terminated
on March 31, 2012, either by Winn-Dixie without cause or by the named executive officers for good reason;

the named executive officers (other than Mr. Lynch) remain unemployed for two years following the date of their termination of
employment;

all outstanding stock options vest (other than the outperformance stock options) and the holders thereof will receive an amount in
cash equal to the product of (i) the total number of shares subject to such stock option, multiplied by (ii) the excess, if any, of $9.50
over the exercise price per share of such stock option;

all outstanding restricted stock units vest (other than the outperformance restricted stock units), and the holders thereof will receive
an amount in cash equal to $9.50 for each such vested unit;

a pro rata portion of the outperformance stock options vest based on the number of months that the named executive officer is
continuously employed by Winn-Dixie from the date of grant of the applicable award through March 31, 2012, divided by 60
months, and the holders thereof will receive an amount in cash equal to the product of (i) the total number of shares subject to such
stock option, multiplied by (ii) the excess, if any, of $9.50 over the exercise price per share of such stock option;

a pro rata portion of the outperformance restricted stock units vest based on the number of months that the named executive officer is
continuously employed by Winn-Dixie from the date of grant of the applicable award through March 31, 2012, divided by 60
months, and the holders thereof will receive an amount in cash equal to $9.50 for each such vested unit; and

no shares are withheld by Winn-Dixie to cover the tax obligations of the named executive officers upon the vesting or payment of
stock options or restricted stock units.

In addition to the above assumptions, the costs of providing continued medical and dental benefits and the tax reimbursements are based on
estimates. Any changes in these assumptions or estimates would affect the amounts shown in the following table.

Golden Parachute Compensation

Tax
Pension/ Perquisites/  Reimburse-
Cash Equity NQDC Benefits ments Other Total

Name ®$ @ ®$ 2 (CXE)) (CXC)) ®® % %)
Peter L. Lynch 4,374,063 3,587,930 11,447 7,973,440
Bennett L. Nussbaum 2,595,435 1,262,586 33,634 3,891,655
Laurence B. Appel 2,344,210 1,119,283 33,187 3,496,680
Timothy L. Williams 1,423,820 299,071 33,634 532,128 2,288,653
Christopher L. Scott, Sr. 1,275,936 315,298 32,570 1,623,804
Frank O. Eckstein

Daniel Portnoy 1,134,893 1,134,893

(1) For Mr. Lynch, amount represents the cash severance payable pursuant to his employment agreement. The amount equals (i) one-twelfth of
the sum of his current base salary and target annual incentive plan bonus for fiscal 2012 multiplied by the number of months in his non-compete
period, and (ii) a pro rata annual incentive plan bonus for fiscal 2012 based on our actual performance for such year. With respect to (ii), we
have assumed a payout under the annual incentive plan for fiscal 2012 at the target level of performance. The non-compete period is assumed to
be 15 months (April 1, 2012 through June 30, 2013). This amount is payable only upon termination of Mr. Lynch.

Table of Contents 71



Edgar Filing: WINN DIXIE STORES INC - Form DEFM14A

For the other executive officers, amounts represent the cash severance payable pursuant to the Executive Severance Plan. The amounts equal the
sum of two years of current base salary and two times the target annual

52

Table of Contents 72



Edgar Filing: WINN DIXIE STORES INC - Form DEFM14A

Table of Conten

incentive plan bonus for fiscal 2012, plus the prorated current year target annual incentive plan bonus. These amounts are payable only upon the
occurrence of the double trigger of a change in control and a termination of the named executive officer without cause or by the named executive
officer for good reason during the change in control period. Because Mr. Portnoy was terminated effective January 5, 2011, which is within the

one year period preceding the announcement of a change in control, under the Executive Severance Plan he is entitled to receive these amounts
upon the completion of the merger. Mr. Eckstein is not entitled to receive any cash severance as a result of the merger, as he retired effective
December 1, 2011 and therefore is not eligible to participate in the Executive Severance Plan.

The following table quantifies each element of the cash severance reported in the column for the named executive officers:

Annual
Base Salary Incentive Plan
Name ) Bonus ($)

Peter L. Lynch 1,681,625 2,692,438
Bennett L. Nussbaum 1,235,600 1,359,835
Laurence B. Appel 1,116,000 1,228,210
Timothy L. Williams 780,000 643,820
Christopher L. Scott, Sr. 650,000 625,936
Frank O. Eckstein
Daniel Portnoy 1,134,893

(2) Amounts represent the cash to be received upon completion of the merger due to the accelerated vesting of unvested stock options and
restricted stock units. These amounts are payable upon the occurrence of the single trigger of a change in control. Mr. Portnoy does not hold any
unvested stock options or restricted stock units that are subject to accelerated vesting upon a change in control. Mr. Eckstein would not hold any
unvested stock options or restricted stock units that are subject to accelerated vesting upon a change in control as of March 31, 2012.

Accelerated
Accelerated Vesting of
Vesting of Restricted

Name Stock Option ($) Stock Units($)
Peter L. Lynch 344,120 3,243,810
Bennett L. Nussbaum 119,524 1,143,062
Laurence B. Appel 105,740 1,013,543
Timothy L. Williams 25,152 273,919
Christopher L. Scott, Sr. 36,224 279,074

Frank O. Eckstein

Daniel Portnoy
(3) We do not have any defined benefit pension plans. Although Mr. Lynch s employment agreement provides for a deferred compensation
award, no amount is payable in connection with the merger, nor are there any benefit enhancements in connection with the merger.

(4) For Mr. Lynch, the amount represents the cash payment to cover the continuation of benefits during the non-compete period of 15 months.
This amount is payable only upon termination of Mr. Lynch. For the other named executive officers, the amount represents the cash payment to
cover the continuation of benefits during the two-year period following the executive s termination of employment and the gross-up with respect
to medical continuation for the 6 months after the initial 18 month COBRA period. This amount is payable only upon termination of the
executive.

(5) Amount represents the estimated change in control gross-up payment payable to the named executive officers (other than Mr. Lynch)
pursuant to the Executive Severance Plan. In determining the estimated tax gross-up, we
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assumed an excise tax rate under 280G of the Internal Revenue Code of 20%, a 35% federal income tax rate and a 1.45% Medicare tax rate. In
addition, no value was ascribed to the applicable non-competition provisions of the Executive Severance Plan. Based on these assumptions, only
Mr. Williams would be entitled to a gross-up payment, and the amount of such payment may be decreased after determining a value for such
non-competition provisions. The amount is payable only upon the occurrence of the double trigger of a change in control and a termination of
the named executive officer without cause or by the named executive officer for good reason during the change in control period. Although

Mr. Lynch is eligible to receive a gross-up payment pursuant to his employment agreement, no amount would be due.

Directors and Officers Indemnification and Insurance

The merger agreement provides that each of Holdings and the surviving corporation will indemnify, to the fullest extent permitted by law, each
present and former director or officer of Winn-Dixie, whom we refer to as the indemnified parties, in respect of actions, omissions or events of
such person through the effective time of the merger. For a period of six years after the effective time of the merger, unless otherwise required

by applicable law, all rights to indemnification, advancement of expenses and exculpation of directors and officers that are set forth in our
articles of incorporation and bylaws, the certificates of incorporation or bylaws or any other organizational documents of our subsidiaries, our
benefit plans and any agreement between us and a director or officer which is included as an exhibit to our filings with the SEC, in each case as
in effect on the date of the merger agreement, shall continue in full force and effect in accordance with their terms.

The merger agreement further provides that Holdings shall either, (1) maintain in effect our current officers and directors liability insurance
policies for a period of six years after the effective time of the merger, (2) obtain an insurance policy with a claims period of at least six years
from the effective time of the merger with respect to directors and officers liability insurance the terms of which, including coverage and
amount, are no less favorable in any material respect than our existing policies or (3) request that Winn-Dixie obtain prior to the effective time
extended coverage for the six year period under its existing insurance programs, in each case, so long as the annual premium is not in excess of
250% of the amount of the annual premiums paid by Winn-Dixie for fiscal year 2011 for such purpose; provided that Holdings will nevertheless
be obligated to obtain as much coverage as can be obtained for the remainder of such period for a premium not in excess of 250% of the fiscal
year 2011 premium. However, in lieu of the arrangements described above, we may obtain a tail insurance policy so long as the cost of such
policy does not exceed a specified amount.

In connection with the execution of the merger agreement, we entered into an Expense Advance Agreement with each of our current directors,
which agreement provides that if any director incurs any expenses in defending any civil or criminal proceeding brought in connection with such
director s service on the Board of Directors, such expenses shall be advanced by us, to the fullest extent permitted by law. Prior to the
advancement of any expenses, the applicable director is required to deliver an undertaking to repay such advanced expenses if he or she is
ultimately found not to be entitled to indemnification by us pursuant to the applicable provisions of our amended and restated articles of
incorporation and amended and restated by-laws.

Our obligations under the Expense Advance Agreement shall continue with respect to each director following the time that such person ceases to
be a director of Winn-Dixie, so long as such person is subject to any proceeding covered by the Expense Advance Agreement, whether or not
such person is acting or serving in any such capacity at the time any liability or expense is incurred for which indemnification can be provided
under the Expense Advance Agreement.

Continued Employment of Executive Officers

Certain of our executive officers may receive cash or other non-equity compensation from the Company, Holdings or affiliates of Holdings for
services to be rendered in the future in connection with their continued employment following the closing of the merger.
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On January 11, 2012, Mr. Lynch entered into an Executive Retention Bonus Agreement (the Retention Bonus Agreement ) with Bi-Lo Holding.
Pursuant to the terms of the Retention Bonus Agreement, after the closing of the merger, Mr. Lynch will no longer be the Chairman, Chief
Executive Officer and President of Winn-Dixie but will remain employed by Winn-Dixie as an adviser. Contingent upon the closing of the
merger, if Mr. Lynch remains employed with Winn-Dixie from the date of the merger agreement through the end of the first full consecutive 28
day period, commonly known as a grocery period, following the closing of the merger, he will have the opportunity to earn from Winn-Dixie
(i) a performance bonus of up to $750,000 if Winn-Dixie meets certain fiscal 2012 targets during such period and (ii) a discretionary bonus of up
to $750,000 if it is determined in good faith by Bi-Lo Holding at the sole discretion of the Board of Directors of Bi-Lo Holding that Mr. Lynch
has completed certain objectives during such period, including, among others, assisting with the transition of the new management and the
integration of Winn-Dixie with Bi-Lo Holding. The Retention Bonus Agreement will have no effect on Mr. Lynch s existing employment
agreement and his rights thereunder.

On January 25, 2012, Mr. Nussbaum entered into a Post-Closing Employment Agreement (the Post-Closing Employment Agreement ) with
Bi-Lo Holding. Pursuant to the terms of the Post-Closing Employment Agreement, after the closing of the merger, Mr. Nussbaum will cease to
serve as Chief Financial Officer of the Company but will remain employed with the Company as its integration lead. Mr. Nussbaum s
employment will be at will and will terminate upon either party giving 90 days advance notice to the other of termination of the employment
relationship; provided that the Company may choose to pay Mr. Nussbaum his base salary through the end of such 90 day period in lieu of
giving notice. In connection with his employment following the merger, Mr. Nussbaum will receive a base monthly salary of $51,483.33 from
the Company. He will also be eligible to receive an annual incentive plan bonus for the fiscal year ending on or about June 30, 2012, prorated to
March 31, 2012, based on actual performance for such year. In addition, for each calendar quarter beginning on April 1, 2012 during which

Mr. Nussbaum is employed as the Company s integration lead, he will be eligible for a quarterly performance bonus from the Company of up to
$150,000 per calendar quarter, in lieu of any other bonus or incentive pay, as determined in the sole discretion of the Board of Directors of the
Company. The Post-Closing Employment Agreement preserves all of Mr. Nussbaum s rights under the Executive Severance Plan. Prior to the
closing of the merger, other of our executive officers may also enter into retention or employment arrangements with Bi-Lo Holding or
Holdings.

Adoption of FIFO Method of Accounting

In the merger agreement, we agreed to change and cause each of our applicable direct and indirect subsidiaries to change our and each such
subsidiary s method of valuing inventory for federal and state income tax purposes from the last-in, first-out method to the first-in, first-out
method for our taxable year ended June 29, 2011, prior to the earlier of (i) the filing of our federal income tax return for the taxable year ended
June 29, 2011 and (ii) March 15, 2012. The adoption of the FIFO method of accounting would result in our recognizing taxable income of
approximately $210 million, allocated among the taxable year of the change and the three following taxable years. This taxable income could be
set off against our accumulated net operating loss carryforwards, resulting in a reduction in such net operating loss carryforwards (assuming that
the merger did not occur) from approximately $750 million to approximately $540 million. We currently maintain a full valuation allowance
against substantially all of our net deferred tax assets. The valuation allowance will be maintained until there is sufficient positive evidence to
conclude that it is more likely than not that the net deferred tax assets will be realized.

Material United States Federal Income Tax Consequences of the Merger

The following is a discussion of the material United States federal income tax consequences of the merger to holders of our common stock who
exchange their shares for cash in the merger. The discussion is based upon the Internal Revenue Code of 1986, as amended (the Code ), U.S.
Treasury regulations and judicial and administrative decisions in effect as of the date of this proxy statement, all of which are subject to change
(possibly with retroactive effect) or to different interpretations, which could affect the U.S. federal income tax consequences discussed in this
discussion in a material and adverse manner. The following discussion does not

55

Table of Contents 75



Edgar Filing: WINN DIXIE STORES INC - Form DEFM14A

Table of Conten

purport to consider all aspects of U.S. federal income taxation that might be relevant to you. This discussion applies only to shareholders who,
on the date on which the merger is completed, hold shares of our common stock as a capital asset within the meaning of Section 1221 of the
Code. The following discussion does not address taxpayers subject to special treatment under U.S. federal income tax laws, such as insurance
companies, financial institutions, dealers in securities, traders in securities who elect to mark their securities to market, tax-exempt
organizations, mutual funds, real estate investment trusts, S corporations, taxpayers subject to the alternative minimum tax, U.S. expatriates,
controlled foreign corporations, passive foreign investment companies, corporations that accumulate earnings to avoid United States federal
income tax and persons holding their shares as part of a hedge, straddle, conversion transaction or other integrated transaction. In addition, the
following discussion may not apply to shareholders who acquired their shares of our common stock upon the exercise of employee stock options
or otherwise as compensation for services or through a tax-qualified retirement plan. This discussion does not address the receipt of cash in
connection with the cancellation of stock options or any other matters related to equity compensation or benefit plans. The following discussion
does not address potential foreign, state, local, estate and gift and other tax consequences of the merger.

For purposes of this discussion, a U.S. holder is a holder of shares of our common stock who or that is, for U.S. federal income tax purposes:

an individual who is a citizen or resident of the United States;

a corporation (or other entity taxable as a corporation) created or organized in or under the laws of the United States, any state of the
U.S. or the District of Columbia;

an estate the income of which is subject to U.S. federal income tax regardless of its source; or

a trust if (1) a U.S. court is able to exercise primary supervision over the trust s administration and one or more U.S. persons are
authorized to control all substantial decisions of the trust; or (2) it has a valid election in place to be treated as a United States
domestic trust for U.S. federal income tax purposes.
A non-U.S. holder is a person who or that is not a U.S. holder and not a partnership (or other pass-through entity) for U.S. federal income tax
purposes.

If shares of our common stock are held by a partnership (or other pass-through entity), the U.S. federal income tax treatment of a partner in the
partnership (or owners of such pass-through entity) will generally depend upon the status of the partner or owner and the activities of the entity.
Partnerships (or other pass-through entities) that hold shares of our common stock and partners (or owners) of such entities are urged to consult
their own tax advisors regarding the tax consequences to them of the merger.

All shareholders are urged to consult their own tax advisors regarding the U.S. federal income tax consequences, as well as the foreign,
state and local tax consequences, of the disposition of their shares in the merger.

U.S. Holders

For U.S. federal income tax purposes, the merger will be treated as a taxable sale of our common stock for cash by each of our shareholders.
Accordingly, if you are a U.S. holder, the U.S. federal income tax consequences to you generally will be as follows:

You will recognize a capital gain or loss upon the disposition of your shares of our common stock pursuant to the merger.

The amount of capital gain or loss you recognize will be measured by the difference, if any, between the amount of cash you receive
in the merger and your adjusted tax basis in the shares of our common stock surrendered in the merger. Gain or loss will be
determined separately for each block of shares (i.e. shares acquired at the same cost in a single transaction).
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The capital gain or loss, if any, will be long-term capital gain or loss with respect to shares of our common stock that have

a holding period for tax purposes in excess of one year at the time of the merger. Long-term capital gains of individuals are

eligible for reduced rates of taxation. There are limitations on the deductibility of capital losses.
Cash payments made pursuant to the merger will be reported to our shareholders and the Internal Revenue Service to the extent required by the
Code and applicable Treasury regulations. These amounts ordinarily will not be subject to withholding of U.S. federal income tax. However,
backup withholding at applicable rates may apply to all cash payments to which a non-corporate U.S. holder is entitled pursuant to the merger
agreement if such holder (1) fails to (A) supply the paying agent with such holder s taxpayer identification number (Social Security number, in
the case of individuals, or employer identification number, in the case of other shareholders), (B) certify that such number is correct and
(C) otherwise comply with the backup withholding rules, (2) has received notice from the Internal Revenue Service of a failure to report all
interest and dividends as required or (3) is subject to backup withholding in certain other cases. Certain holders (including corporations) are not
subject to backup withholding. Accordingly, each U.S. holder will be asked to complete and sign a Substitute Form W-9, which will be included
in the appropriate letter of transmittal for the shares of our common stock, to provide the information and certifications necessary to avoid
backup withholding, unless an exemption applies and is established in a manner satisfactory to the paying agent.

Backup withholding is not an additional tax. Any amounts withheld from your proceeds under the backup withholding rules will be allowed as a
refund or a credit against your U.S. federal income tax liability provided the required information is timely furnished to the Internal Revenue
Service.

Non-U.S. Holders

Any gain realized on the receipt of cash in the merger by a non-U.S. holder generally will not be subject to United States federal income tax
unless:

the gain is effectively connected with the conduct of a trade or business by the non-U.S. holder in the United States (and, if required
by an applicable income tax treaty, is attributable to a United States permanent establishment of the non-U.S. holder);

the non-U.S. holder is an individual who is present in the United States for 183 days or more in the taxable year of the merger and
certain other conditions are met; or

Winn-Dixie is or has been a United States real property holding corporation for U.S. federal income tax purposes and the non-U.S.

holder owned more than 5% of Winn-Dixie s common stock at any time during the shorter of the five years preceding the merger or

such non-U.S. holder s holding period.
A non-U.S. holder described in the first bullet point above will be subject to tax on its net gain under regular graduated U.S. income tax rates in
the same manner as if it were a U.S. person as defined under the Code. In addition, if a non-U.S. holder that is a foreign corporation falls under
the first bullet point above, such holder may be subject to a branch profits tax equal to 30% of its effectively connected earnings and profits or at
such lower rate as may be specified by an applicable income tax treaty. An individual non-U.S. holder described in the second bullet point above
will be subject to a flat 30% tax (or such lower rate as may be specified by an applicable income tax treaty) on the gain derived from the merger,
which may be offset by U.S. source capital losses, even though the individual is not considered a resident of the United States.

Winn-Dixie believes that it is not and has not been a United States real property holding corporation for U.S. federal income tax purposes.

Cash received by a non-U.S. holder in the merger will be subject to information reporting and backup withholding, unless the non-U.S. holder
certifies its exempt non-U.S. status under penalties of perjury on an applicable Internal Revenue Service Form W-8 or otherwise establishes an
exemption.
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Backup withholding is not an additional tax. Any amounts withheld from your proceeds under the backup withholding rules may be allowed as a
refund or a credit against your U.S. federal income tax liability provided that the required information is timely furnished to the Internal Revenue
Service.

The foregoing discussion of certain material U.S. federal income tax consequences is included for general informational purposes only
and is not intended to be, and should not be construed as, legal or tax advice to any holder of shares of our common stock. We urge you
to consult your own tax advisor to determine the particular tax consequences to you (including the application and effect of any state,
local or foreign income and other tax laws) of the receipt of cash in exchange for shares of our common stock pursuant to the merger.

Appraisal Rights

None of our shareholders or any other person will have any appraisal or dissenters rights with respect to our common stock, pursuant to our
organizational documents or Florida law or any other provision of applicable law, in connection with the merger, approval of the merger
agreement or any other transaction contemplated by the merger agreement.

HSR Act Approval

The HSR Act and related rules provide that transactions such as the merger may not be completed until the parties submit a Notification and
Report Form to the Antitrust Division of the DOJ and the FTC and certain waiting period requirements have been satisfied. Winn-Dixie and
Lone Star Guarantor each filed its Notification and Report Form on December 30, 2011, and on January 12, 2012, early termination of the
applicable waiting period under the HSR Act was granted.

Under the merger agreement, Winn-Dixie and Holdings agreed to use their reasonable best efforts to defend any lawsuits or other legal
proceedings, whether judicial or administrative, challenging the merger agreement, including seeking to have any temporary restraining or
interim order entered by any governmental authority vacated or reversed. The obligations of Holdings under these provisions include the
obligation of Holdings to, and to cause its affiliates (include its direct and indirect parent companies) to, sell, license, or dispose of certain assets,
in each case in exchange for obtaining the expiration of the waiting period under the HSR Act; provided, however, that Holdings and its
affiliates are not required to take any such action that, individually or in the aggregate, would reasonably be likely to cause the debt financing for
the merger to be unavailable at the closing of the merger.

Limited Guarantee

Lone Star Guarantor provided us with a direct guarantee of the full and prompt payment and performance of certain payment obligations of
Holdings and Merger Sub arising under the merger agreement (including payment of the $72,825,000 termination fee) as limited pursuant to the
terms of the merger agreement; provided that Lone Star Guarantor s liability under the guarantee will not exceed $72,825,000.

Shareholder Litigation

Seven complaints challenging the merger have been filed in the Circuit Court of the Fourth Judicial District in and for Duval County, Florida by
plaintiffs seeking to represent a class of Winn-Dixie shareholders: United Union Roofers, Waterproofers and Allied Workers Local Union No. 8
v. Winn-Dixie Stores, Inc., et al., Case No. 16-2011-CA-010616-XXXX-MA (filed December 20, 2011); Sunberg, et al. v. Winn-Dixie Stores,
Inc., et al., Case No. 16-2011-CA-010667-XXXX-MA (filed December 21, 2011); Murphy v. Winn-Dixie Stores, Inc., et al., Case No.
16-2011-CA-010670-XXXX-MA (filed December 21, 2011); Raul v. Winn-Dixie Stores, Inc., et al., Case No. 16-2011-CA-010699-XXXX-MA
(filed December 22, 2011); Schultze Asset Mgmt., LLC v. Winn-Dixie Stores, Inc., et al., Case No. 16-2011-010722-XXXX-MA (filed December
22, 2011); Chauncey v. Winn-Dixie Stores, Inc., et al., Case No. 16-2011-010808-XXXX-MA (filed December 27, 2011); and Thomas Pilling v.
Winn-Dixie Stores, Inc., et al., Case No. 11cal0900 (filed December 28, 2011). All seven of these cases have been consolidated and Plaintiff
Schultze Asset Mgmt., LLC appointed as Lead Plaintiff.
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On January 26, 2012, Lead Plaintiff filed an amended complaint alleging, among other things, that the consideration agreed to in the merger
agreement is inadequate and unfair to Winn-Dixie shareholders, that this proxy statement contains materially misleading disclosures or
omissions regarding the proposed transaction, and that the members of Winn-Dixie s Board of Directors breached their fiduciary duties in
approving the merger agreement and issuing this proxy statement. The Lead Plaintiff also alleges that those alleged breaches of fiduciary duty
were aided and abetted by Winn-Dixie and the entities affiliated with BI-LO, LLC named in the various complaints. The plaintiffs seek equitable
relief, including an injunction prohibiting consummation of the merger, and rescission or rescissory damages if the merger is consummated. The
defendants responses to the amended complaint are not yet due.

One complaint challenging the merger has been filed in the United States District Court for the Middle District of Florida: Walter v. Winn-Dixie
Stores, Inc., et al., Case No. 3:12-CV-68-J-20MCR (filed on January 20, 2012). Like the plaintiffs in the consolidated case pending in state
court, the plaintiff in Walter seeks to represent a class of Winn-Dixie shareholders and alleges, among other things, that the consideration agreed
to in the merger agreement is inadequate and unfair to Winn-Dixie shareholders, that this proxy statement contains materially misleading
disclosures or omissions regarding the proposed transaction, and that the members of Winn-Dixie s Board of Directors breached their fiduciary
duties in approving the merger agreement and issuing this proxy statement. The plaintiff in Walter also asserts claims against BI-LO LLC; Opal
Merger Sub, Inc.; BI-LO Holding, LL.C; Lone Star Fund V (U.S.), L.P.; and Lone Star Funds, alleging that these entities, along with Winn-Dixie
Stores, Inc., aided and abetted the alleged breaches of fiduciary duty. The defendants responses to the Walter complaint are not yet due.
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PROPOSAL1 THE MERGER AGREEMENT

The merger agreement is the legal document that governs the merger. This section of the proxy statement describes the material provisions of
the merger agreement but may not contain all of the information about the merger agreement that is important to you. A copy of the merger
agreement is included as Annex A to this proxy statement and is incorporated into this proxy statement by reference. You should read the merger
agreement carefully and in its entirety. The merger agreement attached as Annex A to this proxy statement has been included to provide you
with information regarding its terms. It is a commercial document that establishes and governs the legal relations between us, Holdings and
Merger Sub with respect to the transactions described in this proxy statement. It is not intended to be a source of factual, business or
operational information about us, Holdings or Merger Sub. The representations, warranties and covenants made by us, Holdings and Merger
Sub are qualified and subject to important limitations agreed to by us, Holdings and Merger Sub in connection with negotiating the terms of the
merger agreement, including information in a disclosure letter that the Company has provided to Holdings and Merger Sub. Furthermore, the
representations and warranties may be subject to standards of materiality applicable to us, Holdings and Merger Sub that may be different from
that which is applicable to you. These representations and warranties may or may not have been accurate as of any specified date and do not
purport to be accurate as of the date of this proxy statement. Accordingly, you should not rely on the representations and warranties as
characterizations of the actual state of facts at the time they were made or otherwise.

Form of the Merger

Upon the terms and subject to the conditions of the merger agreement and in accordance with Florida law, at the effective time of the merger,
Merger Sub, a wholly owned subsidiary of Holdings created solely for the purpose of engaging in the transactions contemplated by the merger
agreement, will merge with and into Winn-Dixie. The separate corporate existence of Merger Sub will cease, and Winn-Dixie will continue as
the surviving corporation and will become a wholly owned subsidiary of Holdings.

Effective Time of the Merger

The merger will become effective upon the filing of the articles of merger with the Florida Department of State or at such later time as is agreed
upon by Merger Sub and us and specified in the articles of merger in accordance with Florida law.

The closing of the merger is expected to occur on the second business day after the conditions to the merger set forth in the merger agreement
have been satisfied or waived or at such other time agreed to by us and Holdings. Although we expect to complete the merger shortly after the
special meeting of our shareholders, we cannot specify when, or assure you that, we and Holdings will satisfy or waive all conditions to the
merger.

Articles of Incorporation and Bylaws

The articles of incorporation and the bylaws of the surviving corporation will be amended and restated in their entirety at the effective time of
the merger in the form agreed by Winn-Dixie, Holdings and Merger Sub until thereafter amended in accordance with the provisions thereof and
as provided by law.

Directors and Officers of the Surviving Corporation

The directors of Merger Sub immediately prior to the effective time of the merger will be the initial directors of the surviving corporation. The
officers of Winn-Dixie immediately prior to the effective time of the merger will be the initial officers of the surviving corporation. The
directors and officers will serve in accordance with the articles of incorporation and bylaws of the surviving corporation until the earlier of their
resignation or removal or until their respective successors are duly elected and qualified.
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At the effective time of the merger, each share of our common stock issued and outstanding immediately prior to the effective time of the merger
will be cancelled and automatically converted into the right to receive $9.50 in cash, without interest. The following shares of common stock
will not receive the $9.50 per share merger consideration, all of which shares will be automatically cancelled without any payment of
consideration with respect thereto: (i) shares held by us as treasury stock immediately prior to the effective time of the merger, (ii) shares held by
Holdings or Merger Sub immediately prior to the effective time of the merger, and (iii) shares held by any direct or indirect wholly owned
subsidiary of us immediately prior to the effective time of the merger.

Holdings, the surviving corporation, Winn-Dixie, Merger Sub and the paying agent will be entitled to deduct and withhold from the
consideration otherwise payable to any holder of shares of our common stock, stock options or restricted stock units such amounts for taxes that
it is required to deduct and withhold with respect to making such payment under all applicable tax laws.

Effect on Stock Options and Restricted Stock Units

The merger agreement provides that, at the effective time of the merger, all options to purchase shares of our common stock that are outstanding
immediately prior to the effective time and that are vested or that, upon consummation of the merger, will automatically vest in accordance with
their terms, will be cancelled by us and will be converted into the right to receive a cash payment equal to the excess, if any, of $9.50 per share
in cash over the exercise price per share of the option, multiplied by the number of shares subject to the applicable option, without interest and
less any applicable withholding tax. If the exercise price per share of any option is $9.50 or greater the holder thereof will not receive any cash
payment when the option is cancelled. All options to purchase shares of our common stock that are unvested at the effective time and that are not
automatically vested pursuant to their terms by virtue of the merger will be cancelled, retired and cease to exist as of the effective time of the
merger. The holders of such stock options will have no right to receive any consideration for such options.

The merger agreement provides that, at the effective time of the merger, restricted stock units that are outstanding immediately prior to the
effective time and that, upon consummation of the merger, will automatically vest in accordance with their terms, will be converted into the right
to receive $9.50 per share in cash, without interest and less any applicable withholding tax. All restricted stock units that are unvested at the
effective time and that are not automatically vested pursuant to their terms by virtue of the merger will be cancelled, retired and cease to exist as
of the effective time of the merger. The holders of such performance based restricted stock units will not receive any merger consideration.

Employee Stock Purchase Plan

The merger agreement provides that, as of the effective time any then current offering period under the ESPP will be terminated and no new
offering periods will begin under the ESPP after the effective time and no further shares of our common stock will be purchased under the ESPP.
Winn-Dixie will refund any remaining cash (without interest) in a participant s account to such participant.

Payment Procedures

Prior to the effective time of the merger, Holdings will designate a paying agent reasonably acceptable to us to act as the paying agent in the
merger. At the effective time of the merger, Holdings will deposit cash funds to the paying agent in an amount necessary for payment of the
aggregate merger consideration.

At the effective time of the merger, we will close our stock transfer books. After that time, there will be no further registrations of transfers of
shares of our common stock.
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Promptly after the effective time of the merger (and in no event later than the third business day after thereafter), the paying agent will mail to
each holder of record of a certificate our common stock and, if required, each holder of uncertificated shares of our common stock represented
by book-entry, a letter of transmittal (specifying that delivery shall be effected, and risk of loss and title to the certificates shall pass, only upon
proper delivery of the certificates to the paying agent, or in the case of book-entry shares, upon adherence to the procedures set forth in the letter
of transmittal) and instructions advising how to surrender the certificates or book-entry shares in exchange for the $9.50 per share merger
consideration. Upon surrender to the paying agent of a stock certificate representing shares of our common stock or book-entry shares of our
common stock, together with a duly executed letter of transmittal and any other documents that may be reasonably required by the paying agent,
you will be entitled to receive in exchange for such certificate or book-entry shares the $9.50 per share merger consideration for each share
formerly represented by such certificate or book-entry. Interest will not be paid or accrue in respect of the $9.50 per share merger consideration.
The paying agent will reduce the amount of any merger consideration paid to you by any applicable withholding taxes.

Upon demand by the surviving corporation, the paying agent will deliver to it any funds unclaimed by our shareholders six months after the
effective time of the merger. Any holders of our stock certificates or book-entry shares who have not surrendered such certificates or book-entry
shares in compliance with the above payment procedures may thereafter look only to the surviving corporation as general creditors for payment
of the applicable merger consideration.

If any stock certificate for our common stock has been lost, stolen or destroyed, upon the making of an affidavit, in form and substance
reasonably acceptable to Holdings, by the owner of such certificate stating such certificate has been lost, stolen or destroyed, and if required by
Holdings or the paying agent, the posting of a bond by such person in the form and amount reasonably necessary as indemnity against any claim
that may be made against the surviving corporation with respect to such certificate, the paying agent will deliver to such person the applicable
merger consideration, without interest and less any applicable withholding taxes, with respect to the shares formerly represented by such lost,
stolen or destroyed certificate.

Stock certificates should not be surrendered by our shareholders before the effective time of the merger and should be sent only pursuant to
instructions set forth in the letters of transmittal to be mailed to our shareholders promptly following the effective time of the merger. In all
cases, the merger consideration will be provided only in accordance with the procedures set forth in such letters of transmittal.

If any merger consideration is to be paid to a person other than the person in whose name the surrendered certificate or book-entry share is
registered, then the merger consideration may be paid to such a transferee so long as (i) the surrendered certificate is accompanied by all
documents required to evidence and effect that transfer and (ii) the person requesting such payment shall have paid any transfer or other taxes
required by reason of the payment to a person other than the registered holder or shall have established to the satisfaction of Holdings that such
tax is not applicable.

Each certificate or book-entry will be deemed, from and after the effective time of the merger, to represent only the right to receive the
applicable merger consideration. Any merger consideration paid upon the surrender of any certificate or book-entry will be deemed to have been
paid in full satisfaction of all rights pertaining to that certificate or book-entry and the shares formerly represented by it.

Representations and Warranties

The merger agreement contains representations and warranties made by each of the parties regarding aspects of their respective businesses,
financial condition and structure, as well as other facts pertinent to the merger. Our representations and warranties relate to, among other things:

due organization, corporate power and authority, good standing and qualification, and other corporate matters with respect to us and
our subsidiaries;
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the articles of incorporation and bylaws;

capitalization;

subsidiaries;

corporate power and authorization to execute and deliver and to perform its obligations under the merger agreement and to
consummate the merger and the other transactions contemplated by the merger agreement;

board approval and our board recommendation to our shareholders to approve the merger agreement and related transactions;

the required shareholder vote to approve the merger agreement and the transactions contemplated by the merger;

absence of any conflict or violation of organizational documents, applicable laws or other contracts as a result of entering into and
carrying out the obligations of the merger agreement;

required regulatory filings and consents and approvals of governmental entities;

our filings and reports with the SEC since December 1, 2008, the accuracy of the information in those documents, including our
financial statements and the maintenance of our disclosure controls and procedures and system of internal control over financial
reporting;

absence of undisclosed liabilities;

absence of certain changes or events since June 29, 2011, including the absence of a Material Adverse Effect (as defined below);

absence of litigation;

our permits and compliance with applicable laws;

employee benefit plans;

labor and employment matters;

environmental matters;
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specified contracts;

certain insurance matters;

real and personal property;

intellectual property;

inapplicability of any anti-takeover statute or regulation;

absence of rights plan;

related party transactions;
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identification of any brokers and finders fees; and

the opinion of our financial advisor, Goldman, Sachs & Co.
In addition, Holdings and Merger Sub each made representations and warranties to us regarding, among others:

due organization and good standing;

corporate power and authorization to execute and deliver and to perform their obligations under the merger agreement and to
consummate the merger and the other transactions contemplated by the merger agreement;

the absence of any conflict or violation of organizational documents, laws, or other contracts as a result of entering into and carrying
out the obligations of the merger agreement;

the accuracy of information supplied for this proxy statement;

absence of brokers and finders fees;

ownership of our common stock by Holdings, Merger Sub and their subsidiaries;

financing for the merger and the sufficiency of funds to pay the merger consideration and related fees and expenses;

the limited guarantee of Lone Star Guarantor;

solvency;

absence of arrangements with management;

absence of regulatory impediments; and

no other representations and warranties of Winn-Dixie or its subsidiaries and affiliates.
Material Adverse Effect

Many of our representations and warranties and the conditions to complete the merger are subject to a Material Adverse Effect qualification. A
Material Adverse Effect means any event, change, circumstance, occurrence, effect or state of facts that (a) is materially adverse to the business,

assets, condition (financial or otherwise) or results of operations of Winn-Dixie and its subsidiaries, taken as a whole, or (b) materially impairs,

or prevents or materially delays, the ability of Winn-Dixie to consummate the merger or any of the other transactions contemplated by the

merger agreement. However, with respect to clause (a) above, the determination of a Material Adverse Effect shall exclude the following events,

changes, circumstances, occurrences, effects and states of fact:
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effects on such industry, economy or markets resulting from any regulatory and political conditions or developments in general;

any outbreak or escalation of hostilities or declared or undeclared acts of war or terrorism;

changes or proposed changes in law or generally accepted accounting principles;
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customary seasonal fluctuations in the business of Winn-Dixie and its subsidiaries;

any change, in and of itself, in the market price or trading volume of any securities or indebtedness of Winn-Dixie, or any change of
or failure to meet, in and of itself, any internal or public projections, forecasts, budgets or estimates of or relating to Winn-Dixie or
any of its subsidiaries for any period (it being understood that the underlying causes of such change or failure shall, if they are not
otherwise excluded from the definition of Material Adverse Effect, be taken into account in determining whether a Material Adverse
Effect has occurred);

any hurricane, tropical storm, flood, forest fire, earthquake or other similar natural disaster;

the execution, announcement, performance and existence of the merger agreement, including any actual or potential loss or
impairment after the date of the merger agreement of any contract as a result thereof;

any action taken or not taken by Winn-Dixie at the written request of Holdings, subject to certain identified exceptions; and

any action taken by Holdings, Merger Sub or any of their affiliates, subject to certain identified exceptions;
provided, however, with respect to matters described in the first six bullets above, such matters shall be excluded solely to the extent that the
impact of such matters is not disproportionately adverse to Winn-Dixie and its subsidiaries in comparison to similarly situated businesses (in
which case the disproportionate impact shall be taken into account).

Conduct of Business Pending the Merger

We have agreed that until the effective time of the merger, subject to certain identified exceptions:

we will, and will cause our subsidiaries to, carry on our and their business in the ordinary course consistent with past practice; and

we will, and will cause our subsidiaries to, use reasonable best efforts to (i) preserve intact our and their business (ii) preserve intact
our and their present relationships with customers, suppliers, landlords and other persons with which we have material business
relations, and (iii) keep available the services of our and their current officers.
We have agreed that until the effective time of the merger, subject to certain identified exceptions, that we will not, and will not permit any of
our subsidiaries to, without Holding s prior written consent (not to be unreasonably withheld, delayed or conditioned):

declare, set aside or pay any dividends on, or make any other distributions (whether in cash, stock or property) in respect of, any of
our or their capital stock or other equity interests, except for dividends by a wholly owned subsidiary of Winn-Dixie to its parent;

purchase, redeem or otherwise acquire shares of capital stock or other equity interests of Winn-Dixie or our subsidiaries or any
options, warrants or rights to acquire any such shares or other equity interests;

split, combine, reclassify or otherwise amend the terms of any of our or their capital stock or other equity interests, or issue or
authorize the issuance of any other securities in respect of, in lieu of or in substitution for shares of our or their capital stock or other
equity interests;
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issue, deliver, sell, grant, pledge or otherwise encumber or subject to any lien any shares of our or their capital stock or other equity
interests or any securities convertible into, exchangeable for or exercisable for any such shares or other equity interests, or any rights,
warrants or options to acquire any such shares or other equity interests, or any stock appreciation rights, phantom stock rights,
performance units, rights to receive shares of capital stock of Winn-Dixie on a deferred basis or other rights linked to the value of
shares, including pursuant to contracts as in effect on the date of the merger agreement (other than (i) grants of rights or options to
acquire shares legally required to be granted pursuant to the ESPP as in effect on the date of the merger agreement, (ii) the issuance
of shares upon the exercise of stock options of Winn-Dixie and the vesting of restricted stock units outstanding on December 16,
2011 in accordance with their terms or (iii) the purchase, redemption or other acquisition of shares or other equity interests of
Winn-Dixie from former employees, directors and consultants pursuant to any contract or equity plan of Winn-Dixie in accordance
with its terms as of the date of the merger agreement providing for the repurchase of shares in connection with any termination of
services to Winn-Dixie or any of our subsidiaries);

amend or otherwise change our or their articles of incorporation or bylaws or similar organizational documents;

directly or indirectly acquire or agree to acquire (i) by merging or consolidating with, purchasing a substantial equity interest in or a
substantial portion of the assets of, making an investment in or loan or capital contribution to, or in any other manner, any
corporation, partnership, association or other business organization or division thereof, or (ii) any assets that are otherwise material
to Winn-Dixie and our subsidiaries, taken as a whole, other than inventory acquired in the ordinary course of business consistent
with past practice;

directly or indirectly sell, lease, license, sell and leaseback, abandon, mortgage or otherwise encumber or subject to any lien or
otherwise dispose in whole or in part of any properties, assets or rights or any interest therein that are material to us and our
subsidiaries, taken as a whole, except for sales of inventory or the disposition of used or excess equipment, in each case in the
ordinary course of business consistent with past practice;

adopt or enter into a plan of complete or partial liquidation, dissolution, restructuring, recapitalization or other reorganization;

other than for borrowings under our revolving credit facility in the ordinary course of business consistent with past practice, incur,
create, assume or otherwise become liable for, or prepay, any indebtedness, or amend, modify or refinance any indebtedness;

make any loans, advances or capital contributions to, or investments in, any other person, other than Winn-Dixie or any direct or
indirect wholly owned subsidiary of Winn-Dixie;

incur or commit to incur, in any fiscal quarter of Winn-Dixie, any capital expenditures other than (i) capital expenditures provided
for in the capital expenditure budget for such quarter (provided, that, if the budgeted amount set forth for any quarter is not spent in
full in such quarter, the unused amount shall roll-forward to the subsequent quarters until used) and (ii) additional capital
expenditures of less than $1,000,000 in the aggregate;

pay, discharge, settle or satisfy any material claims, liabilities or obligations (whether absolute, accrued, asserted, unasserted,
contingent or otherwise), other than the payment, discharge, settlement or satisfaction of any such claims, liabilities or obligations in
the ordinary course of business consistent with past practice or as required by their terms;

cancel any material indebtedness owed to us or any of our subsidiaries by a third person;
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modify, amend, terminate, cancel or extend any Material Contract (as defined in the merger agreement);

enter into any contract that if in effect on the date of the merger agreement would be a Material Contract;

compromise, settle or agree to settle any action (including any action relating to the merger agreement or the transactions
contemplated thereby), other than compromises, settlements or agreements (i) of actions that do not relate to the merger agreement or
the transactions contemplated thereby, (ii) that are made in the ordinary course of business consistent with past practice, and (iii) that
involve only the payment of money damages of less than $1,000,000 (for any action individually, and in the aggregate for all related
actions), without the imposition of any equitable relief on, or the admission of wrongdoing by, us;

change our or their financial or tax accounting methods, principles or practices, except insofar as may have been required by a
change in GAAP or applicable law or by the merger agreement, or revalue any of our or their material assets, except insofar as
required by GAAP;

except as required by the merger agreement, settle or compromise any material liability for taxes, amend any material tax return
except as required by applicable law, make any material tax election on or after the date of the merger agreement or change any
method of accounting for tax purposes;

change our or their fiscal year;

grant any current or former director, officer, employee or independent contractor any increase in compensation, bonus or other
benefits, or grant any type of compensation or benefits to any current or former director, officer, employee or independent contractor
not previously receiving or entitled to receive such type of compensation or benefit (except as required to comply with any
applicable law or any Winn-Dixie plan in effect as of the date of the merger agreement, or for pay or fee increases made in the
ordinary course of business consistent with past practice (other than with respect to officers of Winn-Dixie or any individual
receiving base pay in excess of $100,000 per year));

grant or pay to any current or former director, officer, employee or independent contractor any severance, change in control or
termination pay, or modifications thereto or increases therein, except as required to comply with any applicable law or any
Winn-Dixie plan in effect as of the date of the merger agreement;

grant or amend in any material respect any equity or equity-based award (including in respect of stock options, stock appreciation
rights, performance units, restricted stock or other stock-based or stock-related awards or the removal or modification of any
restrictions in any Winn-Dixie plan or awards made thereunder) except as required to comply with any applicable law or any
Winn-Dixie plan in effect as of the date hereof or as may be required to comply with the merger agreement;

adopt or enter into any collective bargaining agreement or other labor union contract;

take any action to accelerate the vesting, funding or payment of any compensation or benefit under any Winn-Dixie plan, any
agreement issued thereunder, or any other contract, except as required to comply with any applicable law or any Winn-Dixie plan in
effect as of the date of the merger agreement, or as may be required to implement the actions contemplated by the merger agreement;
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each case for the benefit of any current or former director, officer, employee or independent contractor, other than as required by

applicable law;

renew or enter into any non-compete, exclusivity, non-solicitation or similar agreement, in each case that would restrict or limit, in
any material respect, the operations of Winn-Dixie or any of our subsidiaries;

enter into any new line of business outside of its existing business; or

authorize any of, or commit, resolve or agree to take any of, the foregoing actions.
Other Covenants Under the Merger Agreement

Access to Information; Confidentiality

Until the effective time of the merger, subject to certain express exceptions, we will (and will cause our subsidiaries to) provide to Holdings,
Merger Sub and their respective representatives, reasonable access during normal business hours to our and our subsidiaries respective
properties, assets, book, contracts, commitments, personnel and records.

Acquisition Proposals; Change in the Recommendation of Our Board of Directors

We have agreed that we will not, nor will we permit any of our subsidiaries or our subsidiaries respective agents or representatives to take any of
the following actions, directly or indirectly:

solicit, initiate, endorse, knowingly encourage or knowingly facilitate any inquiry, proposal or offer with respect to, or the making or
completion of, any acquisition proposal, or any inquiry, proposal or offer that is reasonably likely to lead to any acquisition proposal;

enter into, continue or otherwise participate in any discussions or negotiations regarding, or furnish to any person any information or
data with respect to, or otherwise cooperate in any way with, any acquisition proposal; or

resolve, propose or agree to do any of the foregoing.
Any violation of the foregoing restrictions by any representative or affiliate of Winn-Dixie, whether or not such person is purporting to act on
behalf of Winn-Dixie or any of our subsidiaries, or otherwise, will be deemed to be a breach of the non-solicitation provisions of the merger
agreement by us.

However, this covenant will not prohibit us, at any time p