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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

X] Annual Report Pursuant to Section 13 or 15(dhefSecurities Exchange Act of 1934
For the fiscal year endeSeptember 30, 2006

O Transition Report Pursuant to Section 13 or 15{dhe Securities Exchange Act of 1934

For the transition period from to

Commission File No. 001-14704

TYSON FOODS, INC.

(Exact Name of Registrant as specified in its Glrart
Delaware 71-0225165

(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

2210 West Oaklawn Drive, Springdale, Arkansas 72762-6999
(Address of principal executive offices) (Zip Code)
Registrant's telephone number, including area code (479) 29(-4000

Securities Registered Pursuant to Section 12(teofct:

Title of Each Class Name of Each Exchange on Which Registered
Class A Common Stock, Par Value $0 New York Stock Exchang

Securities Registered Pursuant to Section 12()eoAct: Not Applicable
Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405%edB#turities Act. Yel No O
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ort®ecl5(d) of the Act. Yefl No X

Indicate by check mark whether the registrant € tiled all reports required to be filed by Secti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months, and (2)de@s subject to such filing requirements for thst{®0 days. Ye&] No O

Indicate by check mark if disclosure of delinquéldrs pursuant to Item 405 of RegulationKSis not contained herein, and will not
contained, to the best of registrant's knowledgelegfinitive proxy or information statements incorated by reference in Part Il of this Fc
10-K or any amendment to this Form 10K.

Indicate by check mark whether the registrant iarge accelerated filer, an accelerated filer, aroa-accelerated filer. See definition
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act. (Check one):

Large accelerated fildX] Accelerated fileid Non-accelerated file&

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the A¢8sO0 No X

On April 1, 2006, the aggregate market value of riagistrants Class A Common Stock, $0.10 par value (Classogk3t and Class
Common Stock, $0.10 par value (Class B stock), bgldonaffiliates of the registrant was $3,390,273,593 $882,725, respectively. Cl

B stock is not publicly listed for trade on any kange or market system. However, Class B stocérigertible into Class A stock on a share-
for-share basis, so the market value was calculzdsdd on the market price of Class A stock.

On December 2, 2006, there were 273,911,430 sbéthke registrant's Class A stock and 80,883,320eshof its Class B stock outstanding.
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TYSON FOODS, INC.
INCORPORATION BY REFERENCE

The following indicated portions of the registrardefinitive Proxy Statement for the registrantttnfal Meeting of Shareholders to
held February 2, 2007 (the Proxy Statement) arerpurated by reference into the indicated portiminhis Annual Report on Form 10-K:

Part Il

Item 10. Directors and Executive Officers of the Rgistrant

The information set forth under the captions "Htatiof Directors" and "Section 16(a) Beneficial Gawship Reporting Compliance"
the Proxy Statement.

Item 11. Executive Compensation

”

The information set forth under the captions "ExeeuCompensation and Other Information" and “ReépdiCompensation Committee
in the Proxy Statement.

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter

The information set forth under the captions "Sigu@wnership of Certain Beneficial Owners," "SaguOwnership of Managemer
and “Equity Compensation Plan Information” in th@®/ Statement.

Item 13. Certain Relationships and Related Transa@ns
The information set forth under the caption "Cerferansactions” in the Proxy Statement.

Item 14. Principal Accountant Fees and Services

The information set forth under the captions “AuBites,” “Audit-Related Fees,” “Tax Fees” and “AltHer Fees”in the Prox
Statement.
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TYSON FOODS, INC.
PART |
ITEM 1. BUSINESS

GENERAL

Tyson Foods, Inc. and its subsidiaries (collecyivehe Company or Tyson), with world headquartersSpringdale, Arkansas, prodt
distribute and market chicken, beef, pork, prepdmats and related allied products. The Companymented business in 1935, \
incorporated in Arkansas in 1947, and was reinaated in Delaware in 1986. The Company has hisalyigrown by acquisitions, its mc
recent being the acquisition of IBP, inc. (now edllTyson Fresh Meats, Inc. (TFM)) in 2001. In addito being the world's largest proce:
and marketer of chicken, beef and pork productsbmpany is also the second largest publicly ttdded company in thEortune500 witt
one of the most recognized brand names in the ifuhabstry.

The Company operates a totally integrated poultodpction process. Through its wholly-owned sulasigi CobbVantress, Tyson is tl
number one poultry breeding stock supplier in tloelev Tyson invests in breeding stock researchdmatlopment which allows the Comp:i
to breed into its flocks the natural characterssficund to be most desirable. The Company's intedraperations consist of breeding
raising chickens, as well as the processing, fuipinecessing and marketing of these food productsrataded allied products, includi
animal and pet food ingredients.

The Company is also involved in the processingwaf fed cattle and hogs and fabrication of dredssef and pork carcasses into primal
sub-primal meat cuts, case-ready products and-éalbked beef and pork products. In addition, the gamy derives value from alli
products such as hides and variety meats for sdlether processors and others.

The Company produces a wide range of fresh, vatlteed, frozen and refrigerated food products. Toe@any's products are marketed
sold to national and regional grocery retailergjioral grocery wholesalers, meat distributors, slidmd warehouse stores, milit
commissaries, industrial food processing companiegional and regional chain restaurants or théstridutors, international expe
companies and domestic distributors who servictaueants, foodservice operations such as plantsahdol cafeterias, convenience stc
hospitals and other vendors. Sales are made b@dhgany's sales staff primarily located in Springdarkansas, and Dakota Dunes, Si
Dakota. Additionally, sales to the military and artion of sales to international markets are mdmleugh independent brokers and trai
companies.

FINANCIAL INFORMATION OF BUSINESS SEGMENTS

The Company operates in five business segmentsk@mni Beef, Pork, Prepared Foods and Other. Thiilsotion of each business segn
to net sales and operating income, and the idebléi assets attributable to each business seg@enset forth in Note 17,Segmer
Reporting” of the Notes to Consolidated Financiat&ments included herein at pages 74 through 76.

DESCRIPTION OF BUSINESS SEGMENTS

Chicken: The Company’s chicken operations primarily aneolwed in the processing of live chickens into frefozen and valuaddet
chicken products. The Chicken segment marketsraddyzts domestically to food retailers, foodserdigtributors, restaurant operators
noncommercial foodservice establishments suchlesoss; hotel chains, healthcare facilities, thetary and other food processors, as we
to international markets throughout the world. Thieicken segment also includes sales from alliediywts and the Comparsy’chickel
breeding stock subsidiary.

Beef: The Company's beef operations primarily are imedlin the processing of live fed cattle and fadiian of dressed beef carcasses
primal and sub-primal meat cuts and cesady products. It also involves deriving valuenirallied products such as hides and variety n
for sale to further processors and others. The Begment markets its products domestically to foetdilers, foodservice distributc
restaurant operators and noncommercial foodsergtablishments such as schools, hotel chains,hcaadt facilities, the military and ott
food processors, as well as to international markéroughout the world. Allied products are alsorketed to manufacturers
pharmaceuticals and technical products.

Eight of the Company’s fed beef plants include hidecessing facilities. The uncured hides from @mmpanys other fed beef plants i
transported to these facilities, which include braouring operations and, in four locations, chrdnue tanneries. The chrome tanning pro
produces a semi-finished product that is shippettather goods manufacturers worldwide. Brouged hides are sold to other tanne
Tyson is the largest chrome tanner of cattle hidékse United States.
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TYSON FOODS, INC.

Pork: The Company's pork operations involve proceskiggmarket hogs and fabricating pork carcassespnimal and sulprimal cuts an
caseready products. This segment also includes the @ogip live swine group and related allied producicpssing activities. The Pc
segment markets its products domestically to foetdilers, foodservice distributors, restaurant afmes and noncommercial foodsen
establishments such as schools, hotel chains,hcaadt facilities, the military and other food pressers, as well as to international mar
throughout the world. It also sells allied produttspharmaceutical and technical products manufaxtu as well as live swine to p
processors.

Additionally, the Company has farrow-fimish swine operations, which include genetic anttitional research, weaned and feeder pig ¢
feeder pig finishing and the marketing of live sevio regional and national packers conducted iraAsks, Missouri and Oklahoma.

Prepared Foods: The Company's prepared foods operations manuéanhd market frozen and refrigerated food prodirtsducts incluc
pepperoni, bacon, beef and pork pizza toppingzapizusts, flour and corn tortilla products, appes, prepared meals, ethnic foods, sc
sauces, side dishes, meat dishes and processed. mbat Prepared Foods segment markets its prodiociestically to food retaile
foodservice distributors, restaurant operatorsramtommercial foodservice establishments suchlasotg; hotel chains, healthcare facilit
the military and other food processors, as wetbaaternational markets throughout the world.

Other: The Company’s Other segment includes the logigffoup and other miscellaneous operations.
RAW MATERIALS AND SOURCES OF SUPPLY

Chicken: The primary raw materials used by the Companitsirchicken operations consist of live chickenst thiee raised primarily t
independent contract growers. The Company's vélytiagategrated chicken process begins with the grarspdireeder flocks. Breeder fat
specialize in producing the generations of male fangale strains, with the broiler being the finabgeny. The breeder flocks are raise
maturity in grandparent growing and laying farmsewenhfertile eggs are produced. The fertile eggsrangbated at the grandparent hatcl
and produce male and female pullets (i.e., thentgxeThe pullets are sent to breeder houses, ladesulting eggs are sent to Comg
hatcheries. Once the chicks have hatched, thegareto broiler farms. There, contract growers dareand raise the chicks according
Company standards while receiving advice from Camgpachnical service personnel until the broileasénreached the desired proces
weight. The adult chickens are hauled to procespiagts, and the finished products are sent taibligion centers and then transporte
customers. The Company operates its own feed milfroduce scientificallfjormulated feeds. In fiscal 2006, corn and soybmaal wer
major production costs in the poultry industry,resgenting roughly 37% of the cost of growing a lokecken. In addition to feed ingredie
to grow the chickens, the Company uses cookingeifignts, packaging materials and cryogenic ag&his.Company believes its source
supply for these materials are adequate for itsgureneeds and the Company does not anticipatdifiicylty in acquiring these materials
the future. While the Company produces substantalllof its inventory of breeder chickens and limmilers, from time-tdime it purchase
live, ice-packed or deboned chicken to meet pradneckquirements.

Beef: The primary raw materials used by the Compariysibeef operations are live cattle. The Compargsdwt have facilities of its o\
to raise cattle in the United States. The Compasydattle buyers located throughout cattle produaieas who visit feed yards and buy
cattle on the open spot market. These buyers aireett to select high quality animals, and theifgrenrance is continually measured by
Company. The Company also enters into various sigling and procurement arrangements with produsbos help secure a supply
livestock for daily startip operations at its facilities. The Company's @arasubsidiary, Lakeside Farm Industries, Ltd k@sade), primaril
has cattle feeding facilities, a beef carcass prtoin and a boxed beef processing facility. In 200G&keside's feedlots provided approxima
21% of that facility's fed cattle needs.

Pork: The primary raw materials used by the Compari{sipork operations are live swine. The Compangesiive swine to sell to outs
processors and supplies a minimal amount of livenevior its own processing needs. The majorityhaf €Company's live swine supply
obtained through various procurement arrangemeititsimdependent producers. The Company also emgidaysrs who purchase hogs ¢
daily basis, generally a few days before the arsraed required for processing.

Prepared Foods: The primary raw materials used by the Companijtsirprepared foods operations are typically comityodased ra
materials, including fresh and frozen chicken, aef pork, corn, flour and frozen vegetables. Sofrikese raw materials are provided by
Chicken, Beef and Pork segments and also may lmhased from numerous suppliers and manufacturers.
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SEASONAL DEMAND

The demand for the Company's chicken and beef ptedienerally increases during the spring and sunmeaths and generally decree
during the winter months. The Company's pork amgpared foods products generally experience inctedsmand during the winter mont
primarily due to the holiday season, while demaecreases during the spring and summer months.

CUSTOMERS

Wal-Mart Stores, Inc. accounted for approximatel5% of the Company'’s fiscal 2006 consolidated ssakales to WaMart Stores, In
were included in the Chicken, Beef, Pork and Pregh&oods segments. Any extended discontinuanceled $o this customer could, if |
replaced, have a material impact on the Comparpesations; however, the Company does not anticipajesuch occurrences. No ot
single customer or customer group represents griete 10% of fiscal 2006 consolidated sales.

BACKLOG OF ORDERS
As of September 30, 2006, there was no signifibasklog of unfilled orders for the Company's praduc

COMPETITION

The Company's food products compete with thosetloéronational and regional food producers and m®mes and certain prepared f
manufacturers, including Cargill Incorporated, Eodtarms, Gold Kist, Inc., Hormel Foods Corporatinaft Foods, Inc., National Be
Packing Company LLC, Perdue Farms Inc., PilgsifRtide Corp., Sanderson Farms, Inc., Sara Leeo@aipn, Smithfield Foods, Inc. a
Swift and Company. Additionally, the Company's fqodducts compete in international markets arotedviorld. The Company's princi|
marketing and competitive strategy is to identdyget markets for valuadded products, to concentrate production, saldsnaarketing
efforts to appeal to and enhance the demand frasetmarkets and, utilizing its national distribntgystems and customer support serv
seek to achieve a leading market position for rsdpcts. Past efforts have indicated customer ddnggmerally can be increased
sustained through application of the Company's etar§y strategy, as supported by its distributiostems. The principal competiti
elements are brand identification, breadth andidepthe product offering, product quality, custaraervice and price.

INTERNATIONAL
The Company exported to more than 80 countriesaaf 2006. Major export markets include Canadayt@éAmerica, China, the Europe
Union, Japan, Mexico, Russia, South Korea and Traiwa

The Company continues to explore growth opportesiin Argentina, Brazil, China and Mexico, and ®&a&dis each offers potential in term:
expanding or developing processing facilities. Tmmpany's Mexican subsidiary, Tyson de Mexico, icoes to show growth with a foc
on further processed chicken products. The ComgaBghadian subsidiary, Lakeside, has cattle feefdicilities, a beef slaughter operati
a boxed beef processing facility, a farming operataind a fertilizer operation. The Company’s chickeeeding stock subsidiary, Cobb-
Vantress, has business interests in Argentina,ilBtae Dominican Republic, India, Japan, the Nd#dreds, the Philippines, Spain, the Un
Kingdom and Venezuela. The Company also owns armhajaterest in and operates a chicken furthercpssing facility in China. Tt
Company has a minority interest in a Chinese pookgssing facility. The Company continues to belned in a technical service agreen
with Grupo Melo in Panama to assist Grupo Melo with production of further processed chicken pregland to allow it to license t
Tyson brand. Additional information regarding then@pany’s export sales, lodiyed assets located in foreign markets and incgloes’
from foreign operations is set forth in Note 17gf@ffnent Reportingdf the Notes to Consolidated Financial Statememttuded herein
pages 74 through 76.

RESEARCH AND DEVELOPMENT

The Company conducts continuous research and gewelat activities to improve finished product deysient, to develop ways to auton
manual processes in its processing plants and giioeyeerations and to improve the strains of prindrigken breeding stock. The annual
of such research and development programs isHassane percent of consolidated annual sales.

REGULATION AND FOOD SAFETY

The Company's facilities for processing chickerefpbgork, prepared foods and milling feed and fouding live chickens and swine
subject to a variety of federal, state and locasslaelating to the protection of the environmentluding provisions relating to the dische
of materials into the environment, and to the leahd safety of its employees. In fiscal 2006, @empany incurred expenses
approximately $100 million primarily related to thermal operation and maintenance of wastewatatrnirent facilities,
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where the Company biologically treats these wasted,the associated land application of wastesrgertbat these treatment facilities. '
Company incurred $10 million in capital expenditunelated to its wastewater treatment facilitiesfigtal 2006 and anticipates cap
expenditures of approximately $19 million in fis@007 for environmental projects related to thetesmater treatment facilities. Except
disclosed in Item 3., Legal Proceedings, the Compmalieves it is in substantial compliance with ls@pplicable laws and regulations,
the Company is not aware of any violations of, engling changes in, such laws and regulations likelyesult in material penalties
material increases in compliance costs.

The Company works to ensure its products meet siighdards of food quality and safety. In additiorotir own internal Quality Assurar
oversight and review, the Compasychicken, beef, pork and prepared foods produetsabject to inspection prior to distribution,mairily
by the United States Department of Agriculture (U$@nd the United States Food and Drug Administra(FDA). Notwithstanding the
efforts, food producers are at risk their produnts/ contain pathogens.

The Company is exposed to risk if its productsdetermined to be contaminated or cause illnessjoryi. These risks include (1) the cos
adverse publicity and product recalls, including tissociated negative consumer reaction; (2) expdsurelated civil litigation; and (
regulatory administrative penalties, which can ude injunctive relief and other civil remedies, lirding plant closings. The Compar
chicken, beef and pork processing facilities amgigipants in the government's Hazardous Analysisdal Control Point (HACCP) progra
and are subject to the Sanitation Standard Opegr&tincedures and the Public Health Security antieBiorism Preparedness and Resp
Act of 2002. The cost of compliance with such laarsd regulations has not had a material adverseteffie the Company's capi
expenditures, earnings or competitive position iarglnot anticipated to have a material advergecefin the future.
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EMPLOYEES AND LABOR RELATIONS
As of September 30, 2006, the Company employedoappately 107,000 employees. The Company belietsesverall relations with i
workforce are good.

Set forth below is a listing of the Company fa@kt which have employees subject to collective daigg agreements together with
names of the union parties to the collective baiigai agreements, the number of employees at thiiiéscsubject thereto and the expiral
dates of the collective bargaining agreements otlyrén effect.

Location Union No. of Employees Expiration Date
Albertville, AL UFCW 596 November 2007
Amarillo, TX Teamsters 2,980 November 2007
Ashland, AL RWDSU 246 November 2009
Buena Vista, GA RWDSU 347 March 2007
Buffalo, NY IUOE 34 July 2011
Carthage, TX UFCW 412 November 2010
Carthage, MS RWDSU 1,968 March 2012
Center, TX UFCW 1,022 February 2009
Cherokee, IA UFCW 481 January 2009
Chicago, IL PMU 575 August 2008
Chicago, IL UFCW 166 March 2009
Concordia, MO UFCW 210 June 2009
Corydon, IN USWA 48 April 2008
Corydon, IN UFCW 387 January 2008
Dakota City, NE UFCW 3,141 August 2009
Dakota City, NE Teamsters 27 April 2010
Dardanelle, AR UFCW 809 November 2007
Forest, MS RWDSU 792 September 2012
Gadsden, AL Teamsters 22 April 2007
Gadsden, AL RWDSU 668 November 2008
Glen Allen, VA UFCW 501 November 2007
Heflin, AL Teamsters 14 (1)

Hope, AR UFCW 825 March 2010
Jefferson, WI UFCW 420 February 2008
Geneso, IL Teamsters 15 June 2007
Geneso, IL UFCW 1,919 July 2011
Logansport, IN UFCW 1,652 May 2008

Noel, MO UFCW 910 December 2008
North Richland Hills, TX UFCW 316 August 2008
Perry, 1A UFCW 987 December 2007
Ponca City, OK UFCW 635 January 2009
Roaring River, NC Teamsters 31 November 2007
Robards, KY UFCW 781 November, 2009
Shelbyville, TN RWDSU 853 November 2007
Waterloo, 1A UFCW 2,265 (1) December 2006
Wilkesboro, NC Teamsters 186 November 2007
Wilkesboro, NC Teamsters 100 November 2007
Brooks, Alberta, Canada UFCW 2,052 December 2009
Gomez Palacio, Durango, Mexico CT™M 3,518 February 2007
Gomez Palacio, Durango, Mexico CT™M 45 April 2007
Monterrey, Neuvo Leon, Mexico FNCSI 71 February 2007
Torreon, Coahuila, Mexico CROM 29 February 2007
Parras de la Fuenta, Coahuila, Mexico CROM 92 February 2007
Mexico, Districto Federal CROC 42 March 2007




TYSON FOODS, INC.

UFCW - United Food and Commercial Workers Union
RWDSU - Retail, Wholesale, Department Store Union
PMU - Production and Maintenance Union

IUOE - International Union of Electrical Workers

USWA — United Steel Workers of America

CTM - Confederacion de Trabajadores de Mexico

FNCSI - Sindicato Industrial de Trabajadores dewdusson
CROM - Confederacion Reginal Obrera de Mexico
CROC - Confederacion Reginal de Obreros y Campssino

(1) Contracts are currently under negotiations.
The Company is not experiencing any strike or waidppage that had a material impact on operations.

MARKETING AND DISTRIBUTION

The Company's principal marketing objective is ® the primary provider of chicken, beef, pork arépared foods products for
customers. The Company identifies distinct marlkaatd business opportunities through continuous aoesuand market research. -
Company’s branding strategy focuses on one natiprakin brand, the Tyson®rand, as well as a number of strong regional waAd
communications stress the quality, conveniencepantein power benefits of the Compasyiroducts while supporting and building br
awareness. Communication efforts are built arolmed‘Powered by Tyson ™ strategy and utilize a fully integrated and cooatiéd mix o
activities designed to connect with customers aoksgmers on both a rational and emotional levek Tompany utilizes its natior
distribution system and customer support serviceshieve the leading market position for its peidu

The Company has the ability to produce and shiphfrérozen and refrigerated products. The Compamgtonwide distribution syste
extends to a broad network of food distributorsjolvhis supported by cold storage warehouses ownéelased by the Company, by pul
cold storage facilities and by the Company's trartsgion system. The Company ships products from@anyowned consolidated froz
food distribution centers, from a network of pubtiold storages, from other owned and leased fasiliand directly from plants. T
Company's distribution centers facilitate accumntafresh and frozen products so that it can filtl &onsolidate less-thanickload order
into full truckloads, thereby decreasing shippirugts while increasing customer service. In addjticustomers are provided with a w
selection of products that do not require largeira orders. The Company's distribution system esabkto supply large or small quanti
of products to meet customer requirements anywihdlee continental United States.

PATENTS AND TRADEMARKS

The Company has filed a number of patents and itmades relating to its processes and products ittsrehave been approved or are in
process of application. Because the Company daegméicant amount of brand name and product lideegtising to promote its products
considers the protection of such trademarks tarportant to its marketing efforts. The Company dlas developed nopublic proprietar
information regarding its production processes ai@r productrelated matters. The Company utilizes internal pdoces and safeguard:s
protect the confidentiality of such information amchere appropriate, seeks patent protection ftebhnology it utilizes.

INDUSTRY PRACTICES

The Company's agreements with its customers arergignshortterm, primarily due to the nature of its produdtgjustry practice and tl
fluctuation in demand and price for such produtitscertain instances where the Company is sellimthér processed products to le
customers, the Company may enter into written ageses whereby the Company will act as the exclusivgreferred supplier to t
customer for periods up to five years and on pgicearms which are either fixed or variable.
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AVAILABILITY OF SEC FILINGS AND CORPORATE GOVERNANC E DOCUMENTS ON INTERNET WEBSITE

The Company maintains an internet website for itoresat http://ir.tyson.con©On this website, the Company makes available, dfezharge
annual reports on Form 10-K, quarterly reports om¥#10-Q, current reports on Fornk8and all amendments to any of those reports, as
as reasonably practicable after providing suchntefo the Securities and Exchange Commission. Alsdlable on the website for invest
are the Companyg’ corporate governance principles, Audit Committbarter, Compensation Committee charter, Govern@wmamitte:
charter and code of conduct. The Compargorporate governance documents are availablenh free of charge to any shareholder
requests them.

CAUTIONARY STATEMENTS RELEVANT TO FORWARD-LOOKING I NFORMATION FOR THE PURPOSE OF "SAFE
HARBOR" PROVISIONS OF THE PRIVATE SECURITIES LITIGA TION REFORM ACT OF 1995

Certain information in this report constitutes fand-looking statements. Such forwdeaking statements include, but are not limitec
current views and estimates of future economicuonstances, industry conditions in domestic andriattonal markets, Compa
performance and financial results, including, withtimitation, debt-levels, return on invested ¢apivalueadded product growth, capi
expenditures, tax rates, access to foreign masgtetsdividend policy. These forwatdeking statements are subject to a number of facoc
uncertainties that could cause the Compsiactual results and experiences to differ matgriedm the anticipated results and expectat
expressed in such forward-looking statements. Tomgany wishes to caution readers not to place umeliEnce on any forwartboking
statements, which speak only as of the date magmnlundertakes no obligation to publicly update famward{ooking statements, whett
as a result of new information, future events deolise.

Among the factors that may cause actual resultsexperiences to differ from the anticipated resalisl expectations expressed in ¢
forwarddooking statements are the following: (i) fluctwats in the cost and availability of inputs and naaterials, such as live cattle, |
swine, feed grains (including corn and soybean Jnaatl energy; (ii) the Compars/'ability to realize anticipated savings from itsst
reduction initiatives; (iii) market conditions féinished products, including competition from otlggobal and domestic food processors.
supply and pricing of competing products and aliéve proteins and the demand for alternative met€iv) risks associated with effectiv:
evaluating derivatives and hedging activities; &eress to foreign markets together with foreignneatic conditions, including curren
fluctuations, import/export restrictions and foreigolitics; (vi) outbreak of a livestock diseaseiqis as avian influenza (Al) or bovi
spongiform encephalopathy (BSE)), which could hanesffect on livestock owned by the Company, thelability of livestock for purchas
by the Company, consumer perception of certaingmgbroducts or the Comparsyability to access certain domestic and foreigmketa
(vii) successful rationalization of existing fatiis, and the operating efficiencies of the faeiif (viii) changes in the availability and rela
costs of labor and contract growers and the abilftghe Company to maintain good relationships véthployees, labor unions, cont
growers and independent producers providing livdsto the Company; (ix) issues related to food tyafmcluding costs resulting frc
product recalls, regulatory compliance and anytedlalaims or litigation; (x) changes in consumegference and diets and the Company’
ability to identify and react to consumer trends) gignificant marketing plan changes by largetoosrs or the loss of one or more Iz
customers; (xii) adverse results from litigatioriiif risks associated with leverage, including ttoxreases due to rising interest rate
changes in debt ratings or outlook; (xiv) changesdgulations and laws (both domestic and foreigm)luding changes in account
standards, tax laws, environmental laws and ocoupa! health and safety laws; (xv) the ability thie Company to make effect
acquisitions and successfully integrate newly aegubusinesses into existing operations; (xvi) @ffeness of advertising and marke
programs; (xvii) the effect of, or changes in, gaheconomic conditions; and (xviii) those factdisted under Item 1A. “Risk Factors”
included in the Company’s September 30, 2006, AhRegaort filed on Form 10-K.

ITEM 1A. RISK FACTORS
These risks should be considered carefully withitfiermation provided elsewhere in this report, @htould materially adversely affect
business, financial condition or results of operadi The risks described below are not the onksrike Company faces. Additional risks

uncertainties not currently known to us or thatauerently deem to be immaterial also may materiatlyersely affect our business, finan
condition or results of operations.
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Fluctuations in commodity prices and in the availabity of raw materials, especially feed grains, lie cattle, live swine and energ
could negatively impact the Company’s earnings.

Our results of operations and financial conditioa dependent upon the cost and supply of raw nadgesuch as feed grains, live cattle,

swine and ingredients, as well as the selling price our products, many of which are determineccbystantly changing market forces
supply and demand over which we have limited orcantrol. Corn and soybean meal are major produdtmsts in the poultry indust
representing roughly 37% of the cost of growindhicken. As a result, fluctuations in prices fordbdeed ingredients can significantly af
our earnings. The production of feed ingredienafiscted by, among other things, weather pattgraighout the world, the global level
supply inventories and demand for grains and dest ingredients, as well as the agricultural pediof the U.S. and foreign governments.

We do not have facilities of our own to raise eattli the United States; however, our beef facilityCanada has a feed yard that sup
approximately 21% of its live cattle needs. At tgrie the United States, we raise a small numbeatife under contract at feed yards ow
by third parties; however, most of the cattle wecgiss are purchased from independent producerhawe cattle buyers located througt
cattle producing areas who visit feed yards andliveycattle on the open spot market. We also entervarious risksharing and procureme
arrangements with producers who help secure aypabfivestock for daily startyp operations at our facilities. The majority of dive swine
supply is obtained through various procurementray@anents with independent producers. We employrsuybo purchase hogs on a d
basis, generally a few days before the animalseayeired for processing. In addition, we raise bvane and sell feeder pigs to indepen
producers for feeding to processing weight, andehaantract growers feed a minimal amount of Companyed live swine for our ov
processing needs. Any decrease in the supply déaatswine on the spot market could increaseptiee of these raw materials and furt
increase our per head cost of production due tel@mapacity utilization, which could adversely affeur financial results.

Market demand and the prices we receive for our prducts may fluctuate due to competition from globaland domestic foor
processors.

We face competition from other global, national asgional food producers and processors. The factowhich we compete include:

- price;

- product safety and qualit

- brand identification

- breadth and depth of the product offeri
- availability of our products

- customer service; ar

- creditterms

Demand for our products also is affected by conetipromotional spending, the effectiveness of our athing and marketing progral
and the availability or price of competing proteingich at times affect demand for our products.

We attempt to obtain prices for our products teflect, in part, the price we must pay for the raaterials that go into our products. If we
not able to obtain higher prices for our productew the price we pay for raw materials increasemag be unable to maintain posit
margins.

Outbreaks of livestock diseases can significantlyffect our ability to conduct our operations and denand for our products.

The demand for our products can be affected sigmifly by outbreaks of livestock diseases, and suchurrences can have a signific
impact on our financial results. Efforts are takemrontrol disease risks by adherence to good ptamupractices and extensive precautio
measures designed to ensure the health of liveskdmlever, the outbreaks of disease and other syvaititich may be beyond our cont
either in our own livestock or cattle and hogs owvbg independent producers who sell livestock tocosld significantly affect demand-
our products, consumer perceptions of certain prgieoducts, the availability of livestock for ptmase by us and our ability to conduct
operations. Moreover, the outbreak of livestocledses, particularly in our
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Chicken segment, could have a significant effectttom livestock we own by requiring us to, amongeotthings, destroy any affec
livestock. Furthermore, an outbreak of diseasedcoesult in governmental restrictions on the im@ortl export of our fresh chicken, bee
other products to or from our suppliers, facilit@scustomers. This could also result in negativblipity that may have an adverse effec
our ability to market our products successfully andour financial results.

H5N1. There has been substantial publicity regardihgghly pathogenic strain of avian influenza, knoasmH5N1. H5N1 has been affect
Asia since 2002 and has been found in other pariseoworld as recently as 2006. It is widely bedid H5N1 is spread by migratory bir
such as ducks and geese. There also have beercasasgewhere H5N1 is believed to have passed frode t humans, as humans came
contact with live birds infected with the diseaBeblic concerns about H5N1 led, for a period ofetito a reduction in demand and price
our poultry products outside of the United Stafdthough H5N1 has not yet been identified in Noftimerica, there have been outbreak
other low pathogenic strains of avian influenzaiorth America, including in the United States ir020and 2004 and in Mexico for the
several years that, from time to time, have imphcter operations. Further, these low pathogenibreaks have not generated the same
of concern or received the same level of publicitybeen accompanied by the same reduction in derf@nploultry products in certa
countries as that associated with the highly paghamgH5N1 strain. Accordingly, even if the H5N1astr does not spread to North Amer
there can be no assurance it will not significaratjversely affect demand for North American produpeultry internationally and/
domestically, and, if it were to spread to North étna, it could adversely affect our ability to daict our operations and/or demand for
products, in each case in a manner having a signifiadverse effect on our financial results.

BSE. In December 2003, the U.S. Department of Agrimelt(USDA) announced a single case of bovine spomgiencephalopathy (BS
had been diagnosed in a Washington State dairy The.origin of the animal was subsequently traced farm in Canada. Shortly after
announcement, several countries (including JapanSmuth Korea) closed their borders to the impiomatf edible beef products from 1
United States. Responding to the loss of exportkatsy live cattle prices in the United States dwali by approximately 18% during

following week. Also in 2003, the Canadian governin@nnounced the first confirmed case of BSE inadarwhich led the USDA to clc
the United Statedhorder to the import of live Canadian cattle. Tigduced the supply of live cattle available forqassing at our domes
facilities and contributed to lower facility capgcutilization. The confirmed case in Canada atsbdeveral countries to close their borde
the import of edible beef products from Canada,cwhaffected the international sales of our Lakesflberta, facility. In June 2005, t
USDA announced a second confirmed case of BSEdrUthited States and in March 2006, announced tiné ¢onfirmed case, furtheril
uncertainty as to whether or when certain closedkets may reopen, and whether or when existing aparkets may close. A number
these countries subsequently reopened their botddisS. and Canadian beef; however, some of thetdes, including Japan and Sc
Korea, have restrictive conditions which limit ttypes of product that can be imported.

We are subject to risks associated with our intern@onal operations, which could negatively affect ousales to customers in foreig
countries, as well as our operations and assetssnch countries.

In fiscal 2006, the Company exported our produatmbre than 80 countries and incurred a loss befores from foreign operations of §
million. Our major export markets include Canadanttal America, China, the European Union, Japaexibb, Russia, South Korea ¢
Taiwan. Our export sales for fiscal 2006 totaledL$3llion. In addition, we had approximately $18ifllion of longdived assets located
foreign countries, primarily Canada and Mexicathat end of fiscal 2006.

As a result, we are subject to various risks argkrtainties relating to international sales andatpens, including:

- the imposition of tariffs, quotas, trade barriersl ather trade protection measures imposed bydoreountries regarding t
import of poultry, beef and pork products, in agditto various import or export licensing requirerteeimposed by variol
foreign countries

- the closing of borders by foreign countries toithport of poultry, beef and pork due to animal dse or other perceived hei
or safety issues

- the impact of currency exchange rate fluctuaticgtsvben the U.S. dollar and foreign currencies,@adrly the Canadian doll
the Mexican peso, the European euro, the Britismgddasterling, the Brazilian real and the Chinesany
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political and economic conditions;

- difficulties and costs associated with complyinghwiand enforcing remedies under, a wide varietgahplex domestic al
international laws, treaties and regulations, idcig, without limitation, the Foreign Corrupt Prigess Act;

- different regulatory structures and unexpected glarn regulatory environmen

- taxrates that may exceed those in the United Statd earnings that may be subject to withholdénmiirements and incremer
taxes upon repatriatio

- potentially negative consequences from changesxitatvs; anc
- increased costs, disruptions in shipping or redasedability of freight transportatiol

The occurrence of any of these events in the manrkbere we operate or in other developing marketddcjeopardize or limit our ability
transact business in those markets and could aalyeffect our revenues and operating results.

We depend on the availability of, and good relatios with, our employees.

We have approximately 107,000 employees, of whopragimately 33,000 are covered by collective barg agreements or are memt
of labor unions. Our operations depend on the aliity and relative costs of labor and maintaingmpd relations with employees and
labor unions. If we fail to maintain good relationgh our employees or with the unions, we may egmee labor strikes or work stoppa
which could adversely affect our operating results.

We depend on contract growers and independent proders to supply us with livestock.

We contract primarily with independent contractwgeos to raise the live chickens processed in outtpooperations. A majority of our cat
and hogs are purchased from independent produdersell the livestock to the Company under markgtiontracts or on the open marke
we do not attract and maintain contracts with owwgrs, or maintain marketing relationships witdeépendent producers, our produc
operations could be negatively affected.

If our products become contaminated, we may be suégt to product liability claims and product recalls

Our products may be subject to contamination bgatisproducing organisms or pathogens, such as Listesiaocytogenes, Salmonella i
generic E. coli. These pathogens are found gegerathe environment; therefore, there is a rigkythas a result of food processing, coul
present in our products. These pathogens also eanttoduced to our products as a result of imprd@ndling at the further processi
foodservice or consumer level. These risks maydmrolled, but may not be eliminated, by adheretacgood manufacturing practices
finished product testing. We have little, if anpntrol over proper handling procedures once oudyets have been shipped for distribut
Even an inadvertent shipment of contaminated prisdo@y be a violation of law and may lead to inseshrisk of exposure to prod
liability claims, product recalls (which may nottieely mitigate the risk of product liability claig), increased scrutiny and penalties, inclu
injunctive relief and plant closings, by federaldastate regulatory agencies, and adverse publisibyjch could exacerbate the associ
negative consumer reaction. Any of these occurenwgy have an adverse effect on our financial tesul

Our operations are subject to the general risks dftigation.
We are involved on an on-going basis in litigat&ising in theordinary course of business or otherwise. Trendisigation may include cla:
actions involving consumers, shareholders, empkoyaeinjured persons, and claims relating to concmakrlabor, employment, antitru

securities or environmental matters. Litigatiomtie and the outcome of litigation cannot be prediatith certainty and adverse litigat
trends and outcomes could significantly advers#fgcaour financial results.
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Our level of indebtedness and the terms of our ind#edness could negatively impact the Company’s busss and liquidity position.

At September 30, 2006, we had approximately $4lbiof indebtedness outstanding. However, whejustdd for the $750 million short-
term investment which the Company had on deposseptember 30, 2006, and was used for the repayofiéist $750 million 7.25% Not:
due October 1, 2006, the Compampet debt position at September 30, 2006, wasl$lidh. The Company had a borrowing capacity dfl
billion, consisting of $481 million available undeur $1.0 billion unsecured revolving credit fagiland $591 million under our accou
receivable securitization program at Septembe2806. We expect our indebtedness, including bomgs/iunder our credit agreements,
increase from time to time in the future for vasoreasons, including fluctuations in operating ltssicapital expenditures and poss
acquisitions. Our consolidated indebtedness lemeldcsignificantly affect our business because:

- it may significantly limit or impair our ability tebtain financing in the futur

- adowngrade in our credit rating could restriciropede our ability to access capital markets aaetive rates and increase
borrowing costs

- it may reduce our flexibility to respond to charmgibusiness and economic conditions or to take adgenof busine:
opportunities that may aris

- a portion of our cash flow from operations mustdeelicated to interest payments on our indebtedaedss not available f
other purposes, which amount would increase if gfierg interest rates rise; al

- it may restrict our ability to pay dividenc

In addition, our debt agreements require us to mpetified financial ratios and limit our ability &nter into various transactions. Our ak
to meet those financial ratios can be affected \®nts beyond our control, and there can be no asserwe will meet those ratios. If
default on any of our indebtedness, or if we arablmto obtain necessary liquidity, our indebtedngeuld be due and payable immedia
and our business could be significantly adversfgcted.

Domestic and international government regulations @uld impose material costs.

Our operations are subject to extensive federate sind foreign laws and regulations by authortties oversee food safety standards an
processing, packaging, storage, distribution, atbieg and labeling of our products. Our facilities processing chicken, beef, pork, prep:
foods and milling feed and for housing live chickemd swine are subject to a variety of federatesind local laws relating to the protec
of the environment, including provisions relatiray the discharge of materials into the environmant] to the health and safety of
employees. Our chicken, beef and pork processiaijjties are participants in the governmentiazardous Analysis Critical Control P«
(HACCP) program and are subject to the Public HeSkcurity and Bioterrorism Preparedness and Raspant of 2002. In addition, ¢
chicken, beef, pork and prepared foods productsalogect to inspection prior to distribution, priniya by the USDA and the United Sta
Food and Drug Administration. Loss of or failurediotain necessary permits and registrations coellaydor prevent us from meeting curi
product demand, introducing new products, buildiegv facilities or acquiring new businesses and d¢@aversely affect operating rest
Additionally, we are routinely subject to new or difted laws, regulations and accounting standdfdse are found to be out of compliar
with applicable laws and regulations in these beptreas, we could be subject to civil remedreduding fines, injunctions, recalls or as
seizures, as well as potential criminal sanctiany,of which could have a significant adverse éftecour financial results.

A material acquisition could affect our operationsand financial condition.
We continually evaluate potential acquisitions amel may seek to expand our business through theisdiigqu of companies, process

plants, technologies, products and services fronerst which could include material acquisitions.material acquisition may involve
number of risks, including:

failure to realize the anticipated benefits of #oguisition;

difficulty integrating acquired businesses, tecbg@s, operations and personnel with our existingriess

diversion of management attention in connectiomwigotiating acquisitions and integrating the besses acquire
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exposure to unforeseen or undisclosed liabilitfescguired companies; and

- the need to obtain additional debt or equity finagdor any acquisition which, if obtained, couldrficantly affect our variotc
financial ratios

We may not be able to address these problems am@éssfully develop these acquired companies onbases into profitable units of «
company. If we are unable to do this, expansiondcadversely affect our financial results.

Market fluctuations could negatively impact the Conpany’s operating results as we hedge certain transtions.

Our business is exposed to fluctuating market ¢andi, and we use derivative financial instrumeatseduce our exposure to various me
risks including changes in commaodity prices, indénates and foreign exchange rates. We hold oepasitions, primarily in grain al
livestock futures, that do not qualify as hedgesfiftancial reporting purposes. These positionsraagked to fair value, and the unreali
gains and losses are reported in earnings at egarting date. Therefore, losses on these conteabtsrsely affect our reported opera
results if commodity prices are decreasing. AltHotigese hedges protect us from upward movemergsdas for commodity products, 1
use of such instruments may limit our ability tatpapate in cost savings from declining commodgityces.

Deterioration of economic conditions could negativg impact the Company’s business.

Our business may be adversely affected by chamgesational or global economic conditions, includinfiation, interest rates, availability
capital markets, consumer spending rates, energijability and costs (including fuel surcharges)dahe effects of governmental initiati
to manage economic conditions. Any such changelsl agnificantly adversely affect the demand for beef, poultry and pork products,
the cost and availability of our needed raw malkgrieooking ingredients and packaging materialsyghy adversely affecting our finan
results.

Changes in consumer preference could negatively impt the Company’s business.

The food industry in general is subject to changingsumer trends, demands and preferences. Tratide the food industry change oft
and failure to identify and react to changes irs¢h&rends could lead to, among other things, retldeznand and price reductions for
products, and could have an adverse effect onioandial results.

The loss of one or more of our largest customers glol negatively impact the Company’s business.

Our business could suffer significant set backsewenues and operating income if our customplahs and/or markets should cha
significantly, or if we lost one or more of our d@st customers, including, for example, W+t Stores, Inc., which accounted
approximately 12.5% of our revenues in fiscal 20@&ny of our agreements with our customers are rgdigeshortterm, primarily due to tf
nature of our products, industry practice and thetdiation in demand and price for our products.

Extreme weather or natural disasters could negatig impact the Company’s business.

Extreme weather or natural disasters, includingights, floods, excessive cold or heat, hurricamestler storms, could impair the healtt

growth of our livestock or interfere with our opeoas due to power outages, fuel shortages, dan@agmr production and process
facilities or disruption of transportation channelmong other things. Any of these factors coulehen adverse effect on our financial res
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Members of the Tyson family can exercise significarcontrol.

Members of the Tyson family beneficially own, iretaggregate, 99.97% of our outstanding sharesasfs@® Common Stock. $0.10 par vi
(Class B stock) and 1.50% of our outstanding shafeSlass A Common Stock, $0.10 par value (Classt@k), giving them control
approximately 75.06% of the total voting power of outstanding voting stock. In addition, three rbens of the Tyson family serve on
Board of Directors. As a result, members of thecoRy$amily have the ability to exert substantialliweihce or actual control over ¢
management and affairs and over substantially a@tters requiring action by our stockholders, inglgdamendments to our reste
certificate of incorporation and Hgws, the election and removal of directors, argppsed merger, consolidation or sale of all or wrtiglly
all of our assets and other corporate transactibinis. concentration of ownership may also haveefifiect of delaying or preventing a cha
in control otherwise favored by our other stocklestdand could depress our stock price. Additionaly a result of the Tyson famity’
significant ownership of our outstanding voting cétowe have relied on the “controlled compargXemption from certain corpor:
governance requirements of the New York Stock Ergkatherefore, we have elected not to implemelessrthat provide for a majority
independent directors, or a nominating committeeidentify and recommend nominees to our Board ofefors. Pursuant to the
exemptions, our compensation committee, which iglenap of independent directors, does not have aaotbority to determine tl
compensation of our executive officers, including ohief executive officer.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None
ITEM 2. PROPERTIES

The Company currently has sales offices and pramtucnd distribution operations in the followingatats: Alabama, Arkansas, Arizo
California, Georgia, Hawaii, lllinois, Indiana, lewKansas, Kentucky, Maryland, Mississippi, MissoNebraska, New Jersey, New Mexi
New York, North Carolina, Oklahoma, Pennsylvaniauth Carolina, South Dakota, Tennessee, TexasjhaigWashington and Wiscons
Additionally, the Company, either directly or thghuits subsidiaries, has facilities in or parti¢gsin joint venture operations in Argent
Brazil, Canada, China, the Dominican Republic, dandiapan, Mexico, the Netherlands, the PhilippiRegrto Rico, Russia, Singapore, Si
Korea, Spain, Taiwan, the United Arab Emirates,Uhéed Kingdom and Venezuela.

Chicken: The Company's chicken operations consist of B®gmsing plants. These plants are devoted to wapbases of slaughteril
dressing, cutting, packaging, deboning or furthereessing. The total slaughter capacity is appnately 49 million head per week.
addition, the Company owns nine rendering plantk tie capacity to produce 29 million pounds ofaadi protein products per week anc
ground pet food processing operations in connegtiith chicken processing plants capable of prodydii million pounds of product
week. In addition, there are two blending mill at@ons, 38 feed mills and 64 broiler hatcheriewsitifficient capacity to meet the need
the chicken growout operations. During fiscal 200, feed mills operated at 79% of capacity, thelteries operated at 86% of capacity
the processing plants operated at 95% capacity.

Beef: The Company's beef operations consist of 13 bemfymtion facilities, four of which include caseady operations, and a Canas
cattle feedlot. These plants are devoted to vantases of slaughtering live cattle, fabricatingfi@oducts and some treat and tan hides
of the beef facilities contains a tallow refinemgdathree of the caseady operations share facilities with the Porknsext. The carca
facilities reduce live cattle to dressed carcasmfdhe processing facilities conduct fabricatingemtions to produce boxed beef and a
products. The slaughtering processes operateds@alfi2006 at approximately 77% of their capacitiEse total slaughter capacity
approximately 232,000 head per week.

Pork: The Company's pork operations consist of nin pooduction facilities, three of which include easady operations. These ple
are devoted to various phases of slaughteringhiogs and fabricating pork products and allied potsluThe three caseady operations shz
facilities with the Beef segment. The processirglifees operated in fiscal 2006 at approximatelypBof their production capacities. The t
slaughter capacity of these facilities is approxeha442,000 head per week. Additionally, the Compa live swine operations have
farrowing barns, 92 nursery houses, 77 finishingses and two boar facilities. The Company alsadzatl live swine contract growers. 7
swine growout operations are supported by one desticfeed mill supplemented by production fromahieken operation’s feed mills.
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Prepared Foods: The Company's prepared foods operations consd processing plants that process fresh and rirbeef, pork, chicke
and other raw materials into pizza toppings, brdrated processed meats, appetizers, prepared ragals; foods, soups, sauces, side di
pizza crusts, flour and corn tortilla products aneat dishes. These processing plants have theitsaftaproduce approximately 60 milli
pounds per week and operated in fiscal 2006 aappately 69% of capacity.

Other: The Company's other operations consist of eiggitiblution centers, as well as 12 cold storagdifies used by the beef and pi
divisions, 43 cold storage facilities at chickewgessing plants, three cold storage facilitieshatken rendering plants and five cold stoi
facilities used by prepared foods plants with altoapacity of approximately 325 million pounds.

The Company owns its major operating facilitieshwtite following exceptions: one chicken emulsifigent is leased month to month; 1
hatcheries are leased under agreements expiringriaus dates through 2008; 456 chicken breeden fasuses are leased under agreer
expiring at various dates through 2007; 31 chickezeder farm houses are leased month to month &abdoHer farm houses are leased !
to year. Additionally, the Comparg/live swine operation leases 24 farrowing bar@sn@rsery houses and 46 finishing houses, expal
various dates through 2009. One prepared foodshditbn center and one prepared foods further ggsing facility are leased montt
month, and one prepared foods further processtilityas leased until 2020.

Management believes the Company's present fasilgie generally adequate and suitable for its ourpairposes; however, seasc
fluctuations in inventories and production may acas a reaction to market demands for certain ptsd@The Company regularly engage
construction and other capital improvement projéstended to expand capacity and improve the efficy of its processing and supj
facilities.

ITEM 3. LEGAL PROCEEDINGS

Refer to the discussion of certain legal proceeslipgnding against the Company under Part I, IterfNdes to Consolidated Financ
Statements, Note 20: “Contingenciesyhich discussion is incorporated herein by refeeerdsted below are certain additional le
proceedings involving the Company and its subsiekar

On October 23, 2001, a putative class action lawRuiLynn Thompson and Deborah S. Thompson, et.alygen Foods, Inc.was filed ir
the District Court for Mayes County, Oklahoma, ahalf of all owners of Grand Lake O' the Cherokéttsral (lakefront) property. The si
alleged the Company "or entities over which it bpsrational control" conduct operations in suchag &s to interfere with the putative cl
action plaintiffs' use and enjoyment of their pndpeallegedly caused by diminished water qualitythe lake. Plaintiffs sought injuncti
relief and an unspecified amount of compensatomatges, punitive damages, attorney fees and castsn@s Foods, Inc. and Peter
Farms, Inc. were joined as defendants. On Octop20@5, the Court of Civil Appeals of the StateGKlahoma reversed the decision of
District Court, holding the claims of plaintiffs weenot suitable for disposition as a class acfidns decision ultimately was upheld by
Oklahoma Supreme Court and remanded to the Di€loairt with instructions the matter proceed onlybethalf of the three named plainti
On May 24, 2006, three of the Plaintiffs filed aifthAmended Petition, which drops Plaintiffislass allegations, but seeks injunctive re
restitution and compensatory and punitive damageni unspecified amount in excess of $10,000. Toapg2any and the other Defendz
have filed answers and motions to dismiss a numbBtaintiffs’ claims.

In January 1997, the lllinois Attorney Generaldileeople vs IBP, inc.in the Circuit Court for the 1% Judicial Circuit, Rock Island, lllinoi
Chancery Division alleging IBP’s (now TFM) operat®at its Joslin, lllinois, facility are violatindpe “odor nuisancestatutory provisior
enacted in lllinois. During a July 14, 2006, Staianference, TFM and the State reported the partidseached an agreement in princip
resolve the case. The agreement provides for netahnical work to be performed and equipmentited at the Joslin facility, the paym
of a civil penalty and the payment of certain menfer environmentally beneficial projects in thenwounity, the total of which is n
expected to exceed $1.7 million. Negotiation ofleetent documents is continuing.

In May 2004, TFM met with U.S. Environmental Prdiec Agency (USEPA) staff regarding alleged wastiewand late report filir
violations under the Clean Water Act relating te #8002 Second and Final Consent Decree that gaveorapliance requirements for TF&’
Dakota City, Nebraska, facility. During that meegtifFM was verbally informed of USEP#intent potentially to assess stipulated pen:
for those alleged violations, with a maximum penalt approximately $338,000. No formal written derdéor stipulated penalties pursu
to the Consent Decree has been presented at tiés TFM vigorously disputes these allegations. fiddal discussions with USEF
regarding a potential settlement of this matterexmected.
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On August 12, 2005, the Company elected to pastieijfn the USEPA Air Compliance Agreement (ACA)rtR#ation requires payment o
penalty of $100,000 and an additional contributiora monitoring fund that will underwrite a studfy ar emissions from poultry farmi
operations. The contribution to the monitoring fumidl be made in proportion to the total numberadifparticipants (including the Compe
and parties not related to the Company) who etepttticipate in the ACA. It is estimated that aggate contributions to the monitoring ft
will not exceed $2 million. The Comparsy'election to participate in the ACA was subjectréwiew and approval from the USE
Environmental Appeals Board (EAB). On August 140@0the EPA and the EAB approved Tyso®CA and Tyson paid $100,000 to
EPA on September 19, 2006.

On January 9, 2003, the Company received a nofitialility letter from Union Pacific Railroad Conapy (Union Pacific) concerning t
Companys alleged contributions of waste oil to the Doubbgyle Refinery Superfund Site in Oklahoma City, d@kima (Double Eagle Sit
On August 22, 2006, the United States and the 8faBklahoma filed suit against Union Pacific segkin excess of $22 million to remedi
the Double Eagle Site in the matténited States of America, et al. v. Union Pacifa@lf®ad Co., in the U. S. District Court for the West
District of Oklahoma. The Company joined a PRP @ron October 31, 2006, which is in settlement dis@mns with the United States
the State of Oklahoma. The Compasparticipation in this PRP Group should prevefiiitn being sued for contribution and indemnifioa
by Union Pacific. The Company’s payment likely wibht exceed $625,586.20.

On June 19, 2005, the Attorney General of Oklahdiled a Complaint in the U.S. District Court forettNorthern District of Oklahon
against the Company, three subsidiaries and othaltrp integrators. Subsequently, a First Amendedn@laint (Amended Complaint) w
filed and served. The Amended Complaint asserte stad federal causes of action and seeks injunctibef and damages (past and fut
for alleged pollution to the lllinois River Wateesh from the land application of poultry litter byetdefendants, and contract growers wh
not named in the Amended Complaint. The Companyathdr defendants have filed answers and motiomistoiss several of the clair
The Company and other defendants also have filed-plarty complaints that assert claims against oteesqns and entities whose activi
may have contributed to the pollution alleged i@ Amended Complaint. In addition to the motions #nrt-party claims, the Company &
its defendant subsidiaries also have assertedusadefenses to claims asserted in the Amended @imhpDiscovery has recently begun,
no trial date has been set.

In August 2004, the Company received a subpoenzegsting the production of documents from a fedgrahd jury sitting in the Weste
District of Arkansas. The subpoena focused on evemtrounding a workplace accident that resultetiéndeath of an employee at the R
Valley Animal Foods rendering plant in Texarkanakansas, on October 10, 2003. That workplace fathfid previously been the subjec
an investigation by the Occupational Health andeaf\dministration (OSHA) of the Department of Lab@n April 9, 2004, OSHA issu
citations to the Company and Tyson Poultry, Inth/aRiver Valley Animal Foods, alleging violation§ health and safety standards ari
from the death of the employee due to hydrogendmuihhalation. The citations consist of five willf 12 serious, and two recordkeef
violations. OSHA seeks abatement of the allegethtians and proposed penalties of $436,000. The DBtdceeding was stayed penc
the completion of the grand jury investigation. &&irthe receipt of the document subpoena, a nunfbanopany employees have provi
grand jury testimony or informal interviews to goweent investigators. Federal officials have ndtigdicated whether they intend to pur
any action against the Company in connection vhith investigation.

In July 2002, certain cattle producers fildgrman Schumacher, et al. vs. Tyson Fresh Meats, &b al.in the U.S. District Court for tt
District of South Dakota, seeking certification afclass of cattle producers and naming as defesddfi¥l and three other beef pack
Plaintiffs claimed that in 2001, during the firgt sveeks the USDA began its mandatory price repgrfirogram, defendants knowingly u
the inaccurate boxed beef cutout prices (cutouteprare determined by the USDA through a formudd élverages the prices of the var
box beef cuts reported by all packers) calculated published by USDA to negotiate the purchaseedf dattle from plaintiffs at pric
substantially lower than would have been econoiyigaktified had plaintiffs known the accurate hgghcutout prices. Plaintiffs conte
defendants’conduct constituted an unfair or deceptive practicevas engaged in for the purpose or with theceftéd manipulating ¢
controlling prices in violation of the Packers ébckyards Act (PSA), 7 U.S.C182. Plaintiffs also sought damages under stateulgus
enrichment principles. The USDA stated that dutiing period in question the beef packers correeported beef sales information to
USDA and TFM believes it acted appropriately indé&alings with cattle producers. Trial in this reattommenced on March 31, 2006, a
jury verdict was returned against TFM and two @& tither three defendants. The jury verdict agdiRsll was for $4,000,000, but this amo
was based on all sales and not just those of #msclTFM, together with the other defendants, fdeshotion in the District Court seek
judgment as a matter of law. That motion \
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denied. Although no final judgment has yet beeteren in the District Court, one of the other defemts has appealed (to the Eighth Ci
Court of Appeals) the denial of defendants' mofimnjudgment as a matter of law, which motion hi® d&een dismissed by the Cour
Appeals. The parties are now waiting for the Dést@ourt to enter a final judgment, which the Companticipates will be appealed.

On January 12, 2006, the Delaware Chancery Counddlimlated two previously filed lawsuitdmalgamated Bank v. Tysamd Meyer v
Tyson, and captioned the consolidated actibrre Tyson Foods, Inc. Consolidated Shareholdkeitigation . The Consolidated Compla
names as defendants the Tyson Limited Partnersttigartain present and former directors of the ComgpThe Company also is named
nominal defendant, with no relief sought againstite lawsuit contains five derivative claims allegthe defendants breached their fiduc
duties by: (1) approving consulting contracts fawnDTyson and Robert Peterson in 2001 and for Dosoityin 2004; (2) approving a
inadequately disclosing certain "other compensatjmaid to Tyson executives from 2001 to 2003; (Bpraving certain option grants
certain officers and directors with alleged knovgedhe Company was about to make announcementsvthddl cause the stock price
increase; (4) approving and not adequately disaipsarious relategrarty transactions from 2001 to 2004 that plaistdflege were unfair
the Company; and (5) making inadequate disclostivas resulted in an SEC consent decree. The Calasel Complaint asserts th
additional derivative claims for: (6) breach of th897 settlement agreementHerbets v. Tyson, et al.No. 14231 (Del. Ch.); (7) ci\
contempt of the court's order and final judgmentHigrbets v. Tyson and (8) unjust enrichment regarding the beneftitained by th
defendants through the various transactions chgigin the Consolidated Complaint. The Consolid&ethplaint also makes a putative ¢
action claim that the Company's 2004 proxy stateémentained misrepresentations regarding certagtive compensation. On Marct
2006, Defendants filed a Motion to Dismiss the @tidated Complaint. Plaintiffsfiled a response on May 8, 2006, and Defendarasd £
reply brief on June 9, 2006. Oral arguments omtb&on to dismiss were heard on September 20, 206 court has not yet issued a ruling.

On May 15, 2006, a lawsuit titlefldelina Garcia, et al. v. Tyson Foods, Inc. andofysresh Meats, Inc. (Garcig)was filed in the U.¢
District Court for the District of Kansas. The actiwas filed by 262 current and former hourly empks of TFMS beef slaughter facility
Holcomb (Finney County), Kansas. Plaintiffs fileditson behalf of themselves and other allegedlyilaiy situated employees, claimi
defendants failed to pay employees for all hourskew, including overtime compensation in violatiohthe FLSA and Kansas law. Th
plaintiffs also have asserted claims under Kangasfor breach of contract, quantum meruit and tiotaof the Kansas Wage Payment ,
K.S.A. 8§ 44312, and seek to act as class representativesctass action under Federal Rule of Civil Procedd8®n behalf of all current a
former hourly employees who worked at the plarthimpreceding five years who were allegedly nodl pai all time worked. In particular, t
suit alleges employees should be paid for the tintekes to change into protective work uniformsl @afety equipment worn by employse
and walking to and from the changing area, worlasu@nd break areas. Plaintiffs are seeking baclesydiguidated damages, pre- and post-
judgment interest, attorne’ fees and costs. At present, approximately 700 perkave filed consents to join the case. No tridie dhas be¢
set. On September 29, 2006, the Company filed @omfdr partial summary judgment under the FLSAduhen the holdings dReich v. IBF
inc. , No. 88-2171-EEO, 1996 WL 445072 (D. Kan. July 3996),aff'd, Metzler v. IBP, inc, 127 F.3d 959 (18 Cir. 1997) and relate
proceedings, where the compensability of donning) doffing certain clothing and protective gear wamnthese Company employees
fully litigated. Plaintiffs submitted Rule 56(f) siovery to the Company to obtain further informattefore responding to the motion
partial summary judgment.

On June 30, 2006, a lawsuit titl®imas Lopez, et al. v. Tyson Foods, wes filed in the U.S. District Court for the Distriof Nebraska. Tt
action was filed by 20 current and former hourlypdmgees of the beef slaughter facility operatedTBy in Lexington, Nebraska. Plainti
filed suit on behalf of themselves and other algeimilarly situated employees. This lawsuit isidar to Garcia in that employees clai
they were not paid their minimum hourly rate of gayall hours worked in addition to overtime aguied by the FLSA and Nebraska |
Plaintiffs have asserted state-law claims underNeéraska Wage and Hour Act, R.R.S. Neb. § 48-122119, and the Nebraska Wi
Payment and Collection Act, R.R.S. Neb. §8 48-12282, and they seek to act as class representébivasclass action under Federal F
of Civil Procedure 23 on behalf of current and fernproduction and support employees at the plartesiuly 1, 2001. The 20 nan
plaintiffs also assert claims under the FLSA. Intipalar, the suit alleges employees should be f@idime spent preparing, donning, doff
and sanitizing sanitary and safety equipment anthiclg, obtaining tools, equipment and suppliesprking” steels and “mousetrapshc
performing other job-related functions, before afigr paid time, and during both paid breaks angaichmealperiod breaks. Plaintiffs €
seeking unpaid straight-time wages and overtimeesatjquidated damages and statutory penaltiesydst, attorneysfees, costs ai
declaratory and injunctive relief. On October 2@0@&, the Company filed a motion for partial summgygment under the FLSA based
the holdings oReich v. IBP, inc, No. 88-2171-EEO, 1996 WL 445072 (D. Kan. July B896),aff'd, Metzler v. IBP, inc, 127 F.3d 959 (1
thCir,

19




TYSON FOODS, INC.

1997) and related proceedings, where the compditgaifidonning and doffing certain clothing andofective gear worn by these Comp
employees was fully litigated. Plaintiffs filed esponse to the motion for partial summary judgnoenovember 16, 2006, and the Comg
filed its reply on November 27, 2006.

On October 23, 2006, a lawsuit titi&heila Ackles, et al. v. Tyson Foods, Mas filed in the U.S. District Court for the NortheDistrict of
Alabama. The action was filed by 62 current andnfer hourly employees of the Company's Heflin, Alaia, poultry processing pla
Plaintiffs filed suit on behalf of themselves ariley similarly situated employees, claiming the @amy failed to pay employees for all hc
worked, including overtime compensation in violatiof the Fair Labor Standards Act. Plaintiffs sézlact as class representatives on b
of all current and former employees who were allidgeot paid for time worked. In particular, theitsalleges employees should be paic
the time it takes to engage in pre-and st activities such as passing through plant sgcuchanging into and out of protective :
sanitary clothing, obtaining equipment and walkingand from the changing area, work areas and baesds. Plaintiffs seek back way
liquidated damages, pre-and post-judgment inteattstrneys' fees, costs and injunctive relief. Toenpanys Answer was filed on Decem|
5, 2006. Discovery has not commenced, and nodatd has been set.

On April 2, 2002, four former employees of the Ca@my's Shelbyville, Tennessee, chicken processiagtgdlled the case dfrollinger et al
v. Tyson Foods, Indén the U. S. District Court for the Eastern Distri¢ Tennessee. The case was filed as a putaiss elction against t
Company, raising allegations under the Rackete#tmeinced and Corrupt Practices Act (RICO), and #igedly alleged the Company,
conjunction with employment agencies and recruitengaged in a scheme to hire illegal immigrantkeos in 15 of its processing plant:
depress wages paid to hourly wage employees at thlasts. On July 16, 2002, the District Court dssmd the case. Following appeal
June 3, 2004 the Sixth Circuit Court of Appealsersed the District Coud’ decision and remanded the case for further pdings
Discovery has been agsing since September 2004. In June 2005, planfifed a second amended complaint. The second dau
complaint included different plaintiffs, narrowdtktlist of plants at issue to eight and added Hegaion the Company conspired with cer
Hispanic civil rights groups to hire illegal immant workers. In addition, the second amended cantpdalded John Tyson, Richard Bc
Greg Lee, Archibald Schaffer Ill, Kenneth Kimbroat€n Percival, Tim McCoy and Ahrazue Wilt, all ofi@m are current or former office
or managers of the Company, as defendants. On ABg@e05, plaintiffs sought certification of a ptive class of all hourly wage employ
at the eight Company plants since 1998 who werallieguthorized to be employed in the United Statdsich the defendants opposed.
October 10, 2006, the District Court granted plsit motion for class certification. On October 24, 2086fendants filed with the Si»
Circuit Court of Appeals a petition for interlocuyareview of the District Cours class certification decision. That petition isigi@g. No tria
date has been set. A class management conferenteén scheduled for January 29, 2007.

Other Matters: The Company has approximately 107,000 employeesaarahy time has various employment practices msatla the
aggregate, these matters are significant to the paayn and the Company devotes significant resoutcdsandling employment issu
Additionally, the Company is subject to other laitsuinvestigations and claims (some of which imeobsubstantial amounts) arising ou
the conduct of its business. While the ultimataultssof these matters cannot be determined, theyar expected to have a material ad\
effect on the Company's consolidated results ofaifmns or financial position.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable
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EXECUTIVE OFFICERS OF THE COMPANY

Officers of the Company serve one year terms frioendate of their election, or until their successae appointed and qualified. No far
relationships exist among these officers. The ndithe, age and year of initial election to exeuatbffice of the Company's executive offic
are listed below:

Year

Name Title Age Elected

Richard L. Bonc President and Chief Executive Offic 59 2001

J. Alberto Gonzale-Pita Executive Vice President and General Cou 52 2004

Craig Hart Senior Vice President, Controller a 50 2004
Chief Accounting Office

Dennis Leatherb Senior Vice President, Finance ¢ 46 1994
and Treasure

Greg W. Lee Chief Administrative Office 59 1993
and International Preside

James V. Lochne Senior Group Vice President, Fresh Meats 54 2005
Margin Optimizatior

William W. Lovette Senior Group Vice President, Poul 46 2005
and Prepared Fool

Wade Miquelor Executive Vice President and Ch 42 2006
Financial Officer

John Tysor Chairman of the Board of Directo 53 1984

Mr. Richard L. Bond was appointed President andefCEixecutive Officer in May 2006, after serving Beesident and Chi
Operating Officer since 2003 and Cidvef Operating Officer and Group President, Frigigats and Retail since 2001. Mr. Bond was init
employed by IBP, inc. (IBP) in 1980. IBP mergediatwhollyowned subsidiary of the Company on September 28 .2dr. Bond is also
member of the Company’s Board of Directors.

Mr. J. Alberto GonzaleRita was appointed Executive Vice President ande@iCounsel in 2004, after serving as General €@
and Vice President for International Legal, Reqaiiat External Affairs at BellSouth Corporation s@1999.

Mr. Craig Hart was appointed Senior Vice Presid@aintroller and Chief Accounting Officer in 2004eafserving as Vice Presid
of Special Projects since 2001. Mr. Hart was ifiitiamployed by IBP in 1978.

Mr. Dennis Leatherby was appointed Senior Vice ilezd, Finance and Treasurer in June 2006, aftesingeas Senior Vic
President, Finance and Treasurer and Interim Ghiefncial Officer since 2004 and Senior Vice PresidFinance and Treasurer since 1
Mr. Leatherby was initially employed by the CompamyL990.

Mr. Greg W. Lee was appointed Chief Administratid#icer and International President in 2003, afierving as Cdzhief Operatin
Officer and Group President, Food Service and hatiéonal since 2001. Mr. Lee was initially employmdthe Company in 1980.

Mr. James V. Lochner was appointed Senior Groupe Wiesident, Fresh Meats and Margin Optimizatioklay 2006, after servir
as Senior Group Vice President, Margin OptimizatiBarchasing and Logistics since 2005, Group Vigssiglent, Purchasing, Travel,
Aviation since 2004 and Group Vice President, Fidshts since 2001. Mr. Lochner was initially empdyby IBP in 1983.

Mr. William W. Lovette was appointed Senior Grouje&/President, Poultry and Prepared Foods in 28/&r, serving as Group Vi
President, Foodservice since 2001. Mr. Lovette initially employed by the Company in 1982.

Mr. Wade Miquelon was appointed Executive Vice Rimst and Chief Financial Officer in June 2006eafserving as Chi
Financial Officer for Procter & Gamble’Western European business since October 2003C&Ql and Senior Director for Procter
Gamble’s 42 country ASEAN, Australia and India Regsince 2001.

Mr. John Tyson was appointed Chairman of the Ba#rdirectors in May 2006, after serving as Chairno&the Board of Directo
and Chief Executive Officer since 2001. Mr. Tysoaswnitially employed by the Company in 1973.
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

The Company currently has issued and outstandingctasses of capital stock, Class A stock and Baste®ck. Holders of Class B stock n
convert such stock into Class A stock on a sharetiare basis. Holders of Class B stock are entitetD votes per share while holder:
Class A stock are entitled to one vote per sharenatters submitted to shareholders for approvalofA®ecember 2, 2006, there w
approximately 36,500 holders of record of the ComyfsaClass A stock and 14 holders of record ofGbenpany's Class B stock, exclud
holders in the security position listings held lmminees.

DIVIDENDS

Cash dividends cannot be paid to holders of ClastoBk unless they are simultaneously paid to hsldé Class A stock. The per sh
amount of the cash dividend paid to holders of €Bstock cannot exceed 90% of the cash dividemdlsneously paid to holders of Cl
A stock. The Company has paid uninterrupted qusrthvidends on its common stock each year sincé&718nd expects to continue its ¢
dividend policy during fiscal 2007. In both fis@006 and 2005, the annual dividend rate for Clastogk was $0.16 per share and the ar
dividend rate for Class B stock was $0.144 pereshar

MARKET INFORMATION
The Class A stock is traded on the New York StoxgHange under the symbol "TSN." No public tradingrket currently exists for the Cl:

B stock. The high and low closing sales priceshef Companys Class A stock for each quarter of fiscal 2006 20@b are represented in
table below.

Fiscal 2006 Fiscal 2005

High Low High Low
First Quarter $ 18.70 $ 1629 $ 18.40 $ 14.12
Second Quarter 16.89 12.94 18.07 16.26
Third Quarter 17.16 12.92 19.08 15.96
Fourth Quarte 16.62 13.13 19.47 17.26

ISSUER PURCHASES OF EQUITY SECURITIES
The table below provides information regarding paes by the Company of its Class A stock duriegptiriods indicated.

Total Total Number of Shares Maximum Number of

Number Average Purchased as Part of Shares that May Yet

of Shares Price Paid Publicly Announced Be Purchased Under the

Period Purchased per Share Plans or Programs Plans or Programs (1)

July 2 to

July 29, 2006 314,823 $14.79 - 22,474,439
July 30 to

Sept. 2, 2006 246,066 14.05 - 22,474,439
Sept. 3 to

Sept. 30, 2006 220,602 15.43 - 22,474,439

Total (2) 781,491 $14.74 - 22,474,43¢

(1) On February 7, 2003, the Company announced thedmfadirectors of the Company had approved a ptarepurchase up to
million shares of Class A stock from time to tinre dpen market or privately negotiated transactidiee plan has no fixed

scheduled termination da:

(2 The Company purchased 781,491 shares during tiedpbat were not made pursuant to the Compapyéviously announced stc
repurchase plan, but were purchased to fund ce@tampany obligations under its equity compensapiams. These purchases w

made in open market transactio
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ITEM 6. SELECTED FINANCIAL DATA

ELEVEN-YEAR FINANCIAL SUMMARY

in millions, except per share and ratio data

2006 2005 2004 2003 2002 2001
Summary of Operations
Sales $25,559 $26,014 $26,441 $24,549 $23,367 $10,563
Cost of sales 24,631 24,294 24,558 22,810 21,550 9,660
Gross profit 928 1,720 1,883 1,739 1,817 903
Operating income (loss) (77) 745 917 832 887 316
Net interest expense 238 227 275 296 305 144
Income tax expense (benefit) (102) 156 232 186 210 58
Cumulative effect of change in accounting
principle, net of tax (5) - - - - -
Net income (loss) $(196) $372 $403 $337 $383 $88
Year end shares outstanding 355 355 353 353 353 349
Diluted average shares outstanding 345 357 357 352 355 222
Cumulative effect of change in accounting
principle, net of tax:
Diluted earnings (loss) per share $(0.02) $- $- $- $- $-
Class A basic earnings (loss) per shi (0.01) - - - - -
Class B basic earnings (loss) per share  (0.02) - - - - -
Net income (loss):
Diluted earnings (loss) per share (0.58) 1.04 1.13 0.96 1.08 0.40
Class A basic earnings (loss) per share  (0.53) 1.11 1.20 1.00 1.13 0.42
Class B basic earnings (loss) per shi (0.58) 1.00 1.08 0.90 1.02 0.38
Dividends per share:
Class A 0.160 0.160 0.160 0.160 0.160 0.160
Class B 0.144 0.144 0.144 0.144 0.144 0.144
Depreciation and amortization $517 $501 $490 $458 $467 $335
Balance Sheet Data
Capital expenditures $531 $571 $486 $402 $433 $261
Total assets 11,121 10,504 10,464 10,486 10,372 10,632
Net property, plant and equipment 3,945 4,007 3,964 4,039 4,038 4,085
Total debt 3,979 2,995 3,362 3,604 3,987 4,776
Shareholders' equity $4,440 $4,671 $4,292 $3,954 $3,662 $3,354
Other Key Financial Measures
Return on sales (0.8)% 1.4% 1.5% 1.4% 1.6% 0.8%
Annual sales growth (decline) 1.7% (1.6)% 7.7% 5.1% 121.2% 45.3%
Gross margin 3.6% 6.6% 7.1% 7.1% 7.8% 8.5%
Return on beginning shareholders' equity (4.2)% 8.7% 10.2% 9.2% 11.4% 4.0%
Return on invested capital (1.0)% 9.7% 12.1% 10.9% 11.2% 5.3%
Effective tax rate 34.8% 29.5% 36.6% 35.5% 35.5% 35.4%
Total debt to capitalization 47.3% 39.1% 43.9% 47.7% 52.1% 58.7%
Book value per share $12.51 $13.19 $12.19 $11.21 $10.37 $9.61
Closing stock price high 18.70 19.47 21.06 14.42 15.56 14.19
Closing stock price low $12.92 $14.12 $12.59 $7.28 $8.75 $8.35
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ITEM 6. SELECTED FINANCIAL DATA (Continued)

ELEVEN-YEAR FINANCIAL SUMMARY
in millions, except per share and ratio data

2000 1999 1998 1997 1996
Summary of Operations
Sales $7,268 $7,621 $7,414 $6,356 $6,454
Cost of sales 6,453 6,470 6,260 5,318 5,506
Gross profit 815 1,151 1,154 1,038 948
Operating income 349 487 204 400 269
Net interest expense 116 124 139 110 133
Income tax expense 83 129 46 144 49
Cumulative effect of change in accounting
principle, net of tax - - - - -
Net income $151 $230 $25 $186 $87
Year end shares outstanding 225 229 231 213 217
Diluted average shares outstanding 226 231 228 218 218

Cumulative effect of change in accounting
principle, net of tax:
Diluted earnings (loss) per share $- $- $- $- $-
Class A basic earnings (loss) per share - - - - -
Class B basic earnings (loss) per share - - - - -

Net income:

Diluted earnings per share 0.67 1.00 0.11 0.85 0.40

Class A basic earnings per share 0.70 1.05 0.12 0.90 0.42

Class B basic earnings per share 0.63 0.94 0.10 0.81 0.38
Dividends per share:

Class A 0.160 0.115 0.100 0.095 0.080
Class B 0.144 0.104 0.090 0.086 0.072

Depreciation and amortization $294 $291 $276 $230 $239
Balance Sheet Data
Capital expenditures $196 $363 $310 $291 $214
Total assets 4,841 5,083 5,242 4,411 4,544
Net property, plant and equipment 2,141 2,185 2,257 1,925 1,869
Total debt 1,542 1,804 2,129 1,690 1,975
Shareholders' equity $2,175 $2,128 $1,970 $1,621 $1,542
Other Key Financial Measures
Return on sales 2.0% 3.0% 0.3% 2.9% 1.4%
Annual sales growth (decline) (4.6)% 2.8% 16.7% 1.5% 17.1%
Gross margin 11.2% 15.1% 15.6% 16.3% 14.7%
Return on beginning shareholders' equity 7.1% 11.7% 1.5% 12.1% 5.9%
Return on invested capital 9.1% 12.1% 5.5% 11.7% 7.7%
Effective tax rate 35.6% 34.9% 64.7% 43.6% 37.0%
Total debt to capitalization 41.5% 45.9% 51.9% 51.0% 56.2%
Book value per share $9.67 $9.31 $8.53 $7.60 $7.09
Closing stock price high 18.00 25.38 24.44 23.63 18.58
Closing stock price low $8.56 $15.00 $16.50 $17.75 $13.83
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Notes to Eleve-Year Financial Summary
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10.

11.
12.
13.
14.
15.
16.

17.

Fiscal 2004 and 1998 were-week years, while the other years presented we-week years

The results for fiscal 2006 include $63 million mitax charges primarily related to closing oneclobi plant, two beef plar
and two prepared foods plants and $19 million cftgx charges related to a cost reduction initiatiwel other busine
consolidation efforts

The Company reclassified gains and losses relatélet disposal of fixed assets from other expeaseost of sales for fisc
2005, 2004 and 200

The results for fiscal 2005 include $33 millionpyktax charges related to a legal settlement ifwglthe Compan live swine
operations, a norecurring income tax net benefit of $15 million luting benefit from the reversal of certain incomag
reserves, partially offset by an income tax chasjeted to the onéme repatriation of foreign income under the Aroan Job
Creation Act, $14 million of pretax charges primharielated to closing two poultry and one prepafedds operations, $:
million of pretax gains related to vitamin antitrliigation settlements received, $8 million offax losses related to hurrici
losses and an $8 million pretax gain related tostile of the Compar's remaining interest in Specialty Brands, |

The results for fiscal 2004 include $61 millionmktax BSErelated charges, $40 million of pretax charges arily related ti
closing one poultry and three prepared foods omerst $25 million of pretax charges related to itm@airment of intangibl
assets and $21 million of pretax charges relatdikeéd asset writ-downs.

The results for fiscal 2003 include $167 millionpétax gains related to vitamin antitrust litigatisettlements received and
million of pretax charges related to closing fooufiry operations

The results for fiscal 2002 include a $27 millioretax charge related to the identifiable intangiagset writedown of the
Thomas E. Wilson brand, $26 million pretax charglated to live swine restructuring, $22 million face gain related to the s
of Specialty Brands, Inc. and $30 million pretaxngelated to vitamin antitrust litigation settlente received

The results for fiscal 2001 include $26 millionpetax charges for expenses related to the TFMisitiqn, loss on sale of swi
assets and product recall loss

The results for fiscal 2000 include a $24 millioretax charge for a bad debt wri-related to the January 2000 bankru
filing of AmeriServe Food Distribution, Inc. andb8 million pretax charge related to Tyson de Mexasses

Certain costs for fiscal years 1999 and prior haoebeen reclassified as the result of the appdinadf Emerging Issues Te
Force Issue No. 00-14, “Accounting for Certain Sdlecentives” and Emerging Issues Task Force 188me00-25, Yendo!
Income Statement Characterization of Considerdiaid to a Reseller of the Ven’s Product?”

The results for fiscal 1999 include a $77 milliaretax charge for loss on sale of assets and impairmrite-downs.
Significant business combinations accounted fgruashases: TFM and Hudson Foods, Inc. in 2001 888, Irespectively
The results for fiscal 1998 include a $215 millmetax charge for asset impairment and other cha

The results for fiscal 1997 include a $41 milliaetax gain from the sale of the beef division as:

Return on beginning shareholc’ equity is calculated by dividing net income (lobg)beginning sharehold¢ equity.

Return on invested capital is calculated by dividaperating income (loss) by the sum of the aveddgeginning and endi
total debt and sharehold’ equity.

The 2006 Total debt to capitalization ratio is adjusted for the $750 million shagm investment the Company had on de|
at September 30, 200
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
RESULTS OF OPERATIONS
Overview

Tyson Foods is the world’s largest meat protein gany and the second largest food production compatye Fortune 500 with one of th
most recognized brand names in the food industygofi produces, distributes and markets chickerf, peek, prepared foods and rela
allied products. The Comparsybperations are conducted in five segments: ChjdReef, Pork, Prepared Foods and Other. Someedej
factors that influence the Company’s business astomer demand for the Compasyroducts, the ability to maintain and grow relaship:
with customers and introduce new and innovativedpets to the marketplace, accessibility of intdovsl markets, market prices for
Companys chicken, beef and pork products, the cost of tat#tle and hogs, raw materials and grain and tipgrafficiencies of th
Company'’s facilities.

The Company faced very challenging operating camditin fiscal 2006. Demand pressures caused mbinlyutbreaks of avian influen:
primarily in Europe and Asia, Hurricane Katrina astter export market disruptions in the Companghicken and Beef segments, led t
oversupply of proteins worldwide and negativelyeaféd the average sales prices and operating sesfutach of the Comparsyproteit
segments. Operations also were affected negathwelitigher energy costs, and significant operatiraygim reductions at the Compasy’
operations in Canada and Mexico.

Net loss for fiscal 2006 was $196 million, or $08 diluted share, compared to earnings of $37@omior $1.04 per diluted share, in fis
2005. Pretax loss for fiscal 2006 includes $63iarillof costs related to beef, prepared foods andtpoplant closings and $19 million
charges related to the Compamy$200 million cost reduction initiative and othausiness consolidation efforts. These charges da
severance expenses, product rationalization costgelated intangible asset impairment expenseditiddally, the Company completer
review of its tax account balances, and as a resaibrded a charge in the fourth quarter of fi€Hl6 of approximately $15 million. Also, |
loss for fiscal 2006 includes a charge of $5 millior $0.02 per diluted share, related to the catiud effect of a change in accouni
principle due to the Company’s adoption of Finah&iecounting Standards Board (FASB) Interpretatim 47, “Accounting for Condition:
Asset Retirement Obligationsdn interpretation of FASB Statement No. 143. Combjrthese items increased fiscal 2006 diluted jes
share by $0.21.

Pretax earnings for fiscal 2005 include $33 millmincosts related to a legal settlement involving Companyg live swine operations, $
million of costs for poultry and prepared foodsntlglosings, $8 million of losses related to Huarie Katrina, $12 million received
connection with vitamin antitrust litigation andyain of $8 million from the sale of the Compasyémaining interest in Specialty Brands,
Net income in fiscal 2005 includes a recurring income tax net benefit of $15 million.eThet benefit includes the reversal of tax resg
partially offset by an income tax charge relatetherepatriation of foreign income. The effectia® rate of the Company was affected fur
by the federal income tax effect of the Medicaret Pasubsidy in fiscal 2005 of $55 million becaubés amount is not subject to fede
income tax. Combined, these items increased f&a@% diluted earnings per share by $0.03.

The Company's accounting cycle resulted in a 52kwear for fiscal years 2006 and 2005, and a 53«wear for fiscal 2004.

Outlook

Managemens primary goal during this difficult operating eromment is to return the Company to profitabili@ne of the measures be
taken to achieve this goal is to manage and redosts. The Company initiated a $200 million cosluion initiative in the fourth quarter

fiscal 2006. Approximately 90% of the initiativesheeen implemented, and the Company began reakaiviggs in the first quarter of fisi
2007.
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Although returning the Company to profitability its primary shorterm goal, management also remains focused onotlwving primary
elements of its long-term strategy: creating moatue@added products, improving operational efficiencasl expanding international
During the year, the Company strongly examineditsiness as well as various opportunities and theknecessary steps to better pos
itself to meet its long-term goals. The Companiscovery Center is nearing completion and shbeldperational in the second quarte
fiscal 2007. The Discovery Center is expected togonew marketeading retail and foodservice products to the amstr faster and mc
effectively. It is a state-of-the-art facility, wdfi includes 19 research centers as well as a UBBgected pilot plant. In fiscal 2006,

Company announced the rationalization of three Ipémits and two prepared foods plants. Additionaiye Company completed sev
major capital projects in fiscal 2006, includingaseready plant in Sherman, Texas, and an expansitireddakota City, Nebraska, locati
The Company realized certain operational efficiesdn fiscal 2006 related to its rationalizatiord @&xpansion efforts and expects contir
efficiencies in fiscal 2007. In November 2006, fiempany announced a new business unit, Tyson Rébevizmergy, which has be
exploring ways to commercialize the Company’s symgblanimal fat into biduels. The new unit also is examining the potentsd of poultr
litter to generate energy and other products. Wathard to the Comparg/international expansion goals, the Company egpectlose on
transaction during fiscal 2007, which would estsibla joint venture with a poultry company in ChiAaditionally, the Company expects
complete two joint venture transactions in Southefica in 2007; one involving a poultry operationBrazil, and the other involving a b
operation in Argentina.

The Company expects operating margin improvemaniach segment in fiscal 2007. Although the CommGhicken segment will |
affected negatively by higher grain prices in fls2a07 compared to fiscal 2006, the Company’s nfixalue-added products and expec
price increases should supply some insulation.Gtmpany expects live cattle supplies and live hgapbes to increase in fiscal 2007, wt
should allow the Company to achieve greater opmratiefficiencies in its processing plants. Addiatly, the Company anticipates impro
market share in the Prepared Foods segment irl 664 .

Based on the Comparsybutlook for fiscal 2007, diluted earnings perrshare estimated to be in the range of $0.50 t8G$Gnd sales &
estimated to be in the range of $26 billion to $#lion. The Company expects to reduce its capfnding from the $531 million spen
fiscal 2006 to approximately $400 million in fisc007. Additionally, the Company anticipates strmngash flow and lower interest expe
in fiscal 2007 and plans to use the improved chsi fo reduce its debt position.

2006 vs. 2005
Certain reclassifications have been made to peoogds to conform to current presentations.

Salesdecreased $455 million or 1.7%, with a 3.9% de@dasiverage sales price and a 2.3% increase umelThe oversupply of prote
led to decreased average sales prices in all sagm&aditionally, fiscal 2006 sales were affectaeshatively by realized and unrealized
losses of $5 million, compared to realized and alized net gains of $24 million recorded in fis2805 from the Compang’commodity ris
management activities related to its fixed forwaocted beef and pork sales.

Cost of Salesncreased $337 million or 1.4%. As a percent ogsatost of sales increased from 93.4% to 96.4%.ifldrease in cost of sa
as a percentage of sales primarily was due to #ueedse in average sales prices, while averageptices and production costs did
decrease at the same rate. Energy costs increasaltl Segments by approximately $167 million congglato the same period last y
Additionally, fiscal 2006 includes $49 million oéalized and unrealized net losses related to tmep@oy's forward futures contracts for [i
cattle and hog purchases, compared to $33 millforealized and unrealized net gains recorded icafi2005. Cost of sales was impa
positively by realized and unrealized net gains$6fmillion in fiscal 2006 resulting from the Comgas commodity risk managem
activities related to grain purchases compareedtized and unrealized net losses of $27 milliofisical 2005.

Selling, general and administrative expensesicreased $7 million or 0.8%. As a percent of sagedling, general and administrat
expenses increased from 3.6% to 3.7%. The increas®rily was due to an increase in stock compémsaxpense, information syst
services costs and increased sales promotion expembe increases were offset partially by decrbabaritable contributions, decrea
legal and other professional fees and a fiscal 2886 debt recovery. Also, insurance proceeds redeiv fiscal 2005 decreased prior
costs.
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Other chargesinclude $63 million of plant closing related coatsd $9 million of severance accruals related toGbmpanys $200 millior
cost reduction initiative. The plant closing cosedate primarily to closing the CompasyNorfolk and West Point, Nebraska,
Independence and Oelwein, lowa, operations. InWelr2006, the Company announced its decisiondseclts Norfolk, Nebraska, bt
processing plant and its West Point, Nebraska, sleefhter plant. These facilities closed in Fely2D06. Production from these facilit
shifted primarily to the Companybeef complex in Dakota City, Nebraska. In Jan2&@6, the Company announced its decision to dles
of its processed meats facilities in northeast loWse Independence and Oelwein plants, which prediwhopped ham and sliced lunch
meats, closed in March 2006.

In August 2006, the Company announced its decigiariose its Boise, ldaho, beef slaughter planttanstale back processing operatior
its Pasco, Washington, complex. This decision teduin the elimination of approximately 770 posio The closure and process che
occurred in October 2006 and did not result ingaificant charge to the Company.

In July 2006, the Company announced its decisiamfdement approximately $200 million in cost retlons as part of a strategy to retur
profitability. The cost reductions include staffimgsts, consulting and professional fees, salesrmaarketing costs and other expen
Virtually all of the cost reduction initiatives aegpected to be completed by December 2006, witimga beginning principally in fiscal 20(

Other charges in fiscal 2005 include $33 milliofatiag to a legal settlement involving the Companive swine operations and $14 mill
in plant closing costs primarily relating to theosihgs of the Company’ Cleveland Street Forest, Mississippi; Portlandyind; ani
Bentonville, Arkansas; operations. In July 200%, @ompany announced it had agreed to settle a lasesulting from the restructuring of
live swine operations. The settlement resultechén@ompany recording an additional $33 million @$ts in the third quarter of fiscal 2005
July 2005, the Company announced its decision tcenmaprovements to one of its Forest, Mississifggilities, which included more prodi
lines, enabling the plant to increase productioprotessed and marinated chicken. The improvemesrs made at the former Choctaw M
Farms location, which the Company acquired in fi&03. The Companyg’ Cleveland Street Forest, Mississippi, poultryrapien cease
operations in March 2006. Also in July 2005, theripany announced its decision to close its Bentt\Arkansas, facility. The producti
from this facility was transferred to the CompaniRussellville, Arkansas, poultry plant, where apamsion enabled the facility to absorb
Bentonville facility’s production. In December 2004, the Company anrexliits decision to close its Portland, Maine, ficilThe plan
ceased operations February 4, 2005, and the pioddodbm this facility was transferred to other &ions.

Interest incomeincreased $20 million, primarily due to the intérearned on the $750 million shaerm investment held on deposit wit
trustee used for the repayment of the 7.25% Notasining on October 1, 2006.

Interest expenseincreased $31 million or 13.1%. The increase pritpavas due to the increase in average total détit508%; howeve
average total debt increased by approximately 332%r adjusting total debt for the $750 million ghi@rm investment. The increase
offset partially by a decrease in the overall wegghaverage borrowing rate from 7.1% to 7.0%.

Other income increased $12 million compared to fiscal 2005, ity resulting from improvements in foreign curegrexchange gain/lo
activity of approximately $7 million and a $7 mih gain recorded on the writdf of a capital lease obligation related to a leggttlemen
These items were offset partially by an $8 millgain recorded in fiscal 2005 from the sale of tlwnPanys remaining interest in Specie
Brands, Inc.

The effective tax ratewas a 34.8% benefit for fiscal 2006 compared t® &% provision for fiscal 2005. The fiscal 2006eetive tax rat
was reduced by 5.1% due to expense recorded &l 806 as a result of the tax account balancewees discussed in Note 15 in the N
to Consolidated Financial Statements. The fisc@l626ffective rate also was reduced by 1.8% duédoféderal income tax effect of -
Medicare Part D subsidy loss for fiscal 2006 sitiis loss is not deductible for federal income paxposes. The fiscal 2005 effective

reflects a reduction of 4.1% due to the releasm@dme tax reserves that management deemed welanger required and a reduction
3.6% related to the 2005 estimated future Medi&ad D subsidy. In addition, the fiscal 2005 effextrate reflected an increase of 4
relating to the repatriation of earnings of foregyubsidiaries as allowed by the American Jobs @meatct.

Cumulative effect of change in accounting principlenet of tax,includes a transition charge of $5 million relatedhe Companys adoptio
of FASB Interpretation No. 47, “Accounting for Catidnal Asset Retirement Obligations.”

28




TYSON FOODS, INC.

Segment Information
Tyson operates in five business segments: Chidkeef, Pork, Prepared Foods and Other. The Compaagunes segment profit as opere
income.

Chicken segments involved primarily in processing live chickemga fresh, frozen and valwedded chicken products. The Chicken seg
markets its products domestically to food retajlefsodservice distributors, restaurant operatorsl amoncommercial foodservi
establishments such as schools, hotel chains,hicesdt facilities, the military and other food presers, as well as to international mar
throughout the world. The Chicken segment alsauthe$ sales from allied products and the chickeading stock subsidiary.

Beef segmenis involved primarily in processing live fed catded fabricating dressed beef carcasses into pamélsubprimal meat cul
and caseeady products. It also involves deriving valuenfrallied products such as hides and variety meaitsdle to further processors
others. The Beef segment markets its products dicakg to food retailers, foodservice distributprestaurant operators and noncomme
foodservice establishments such as schools, histéhg, healthcare facilities, the military and otfo®d processors, as well as to internati
markets throughout the world. Allied products ase marketed to manufacturers of pharmaceuticaldeunhnical products.

Pork segmentis involved primarily in processing live market lsognd fabricating pork carcasses into primal ardpsimal meat cuts ar
caseready products. This segment also represents thgp@uwy's live swine group and related allied proquotessing activities. The P
segment markets its products domestically to foetdilers, foodservice distributors, restaurant afmes and noncommercial foodsen
establishments such as schools, hotel chains,hcaadt facilities, the military and other food presers, as well as to international mar
throughout the world. It also sells allied produttspharmaceutical and technical products manufaxtu as well as live swine to p
producers.

Prepared Foods segmenincludes the Company's operations that manufa@ocemarket frozen and refrigerated food productsdirt:
include pepperoni, beef and pork pizza toppingazaicrusts, flour and corn tortilla products, apgees, prepared meals, ethnic foods, sc
sauces, side dishes, meat dishes and processed. mbat Prepared Foods segment markets its prodiociestically to food retaile
foodservice distributors, restaurant operatorsramtommercial foodservice establishments suchlasots, hotel chains, healthcare facilit
the military and other food processors, as wetbaaternational markets throughout the world.

Other segmentincludes the logistics group and other miscellasemperations.

Sales by Segme in millions
Average
Volume Price
200¢ 200t Chang: Chang Chang
Chicken $ 7,926 $ 8298 % (367) 3.0% (7.2)%
Beef 11,82 11,61¢ 207 2.6% (0.8)%
Pork 3,06( 3,247 (187) 0.5% (6.2)%
Prepared Foods 2,692 2,801 (109) 0.3% (4.2%
Other 54 53 1 N/A N/A
Total $ 2555¢ $ 26,01« $ (455) 2.2% (3.9%
Operating Income (Loss) by Segm in millions
Margin Margin
200¢€ 200¢ Chang 200¢€ 200¢
Chicken $ 53  $ 582 $ (529) 0.7% 7.0%
Beef (29€) (12) (284) (2.5% (0.1)%
Pork 47 47 - 1.5% 1.4%
Prepared Foods 45 78 (33 1.7% 2.8%
Other 74 50 24 N/A N/A
Total $ 77 $ 74E $ (822) (0.3)% 2.9%
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Chicken segmentsales decreased 4.4% and operating results dedr§&89 million in fiscal 2006 compared to fiscal080 Fiscal 200
operating results include charges of $9 millioratedl to the Company’cost reduction initiative, other business comwlstion efforts and pla
closing costs. Fiscal 2005 operating results inel®@2 million of plant closing costs and $8 milliohhurricaneselated losses. The decline
sales and operating results primarily was due teetoaverage sales prices, predominantly causednbgvarsupply of proteins in t
marketplace. Additionally, the Chicken segmerdperating results were affected negatively byhéigenergy costs and decreased marg
the Companys operations in Mexico. Fiscal 2006 chicken opatatiesults include realized and unrealized netsggafn$6 million from th
Companys commodity risk management activities related rmrgpurchases compared to realized and unreatizédosses of $27 millic
recorded in fiscal 2005.

Beef segmentales increased 1.8% and operating results decr&284 million in fiscal 2006 compared to fiscalB0 Fiscal 2006 operati
results include charges of $52 million related kanp closing costs, the Comparycost reduction initiative and other business cltatior
efforts. Fiscal 2005 operating results include $iiion received in connection with vitamin antigtulitigation. The operating results dec
primarily was due to lower average sales pricesgd@minantly caused by an oversupply of proteinthénmarketplace. Additionally, the Bi
segment’s operating results were affected negatitagl significant operating margin reductions at thempanys Lakeside operation
Canada. Also, fiscal 2006 operating results inclteldized and unrealized net losses of $40 milfimm the Company commodity ris
management activities related to its fixed forwhoked beef sales and forward live cattle purchasmapared to realized and unrealizec
gains of $13 million recorded in fiscal 2005.

Pork segmentsales decreased 5.8% and operating results remfi@ed fiscal 2006 compared to fiscal 2005. FIs2@06 operating resu
include charges of $2 million related to the Comparcost reduction initiative and other business clidation efforts. Fiscal 2005 operat
results include $33 million related to a legal Isetent involving the Company’live swine operations and $2 million receivec¢amnectiol
with vitamin antitrust litigation. Lower averageles prices, predominantly caused by an oversupppyrateins in the marketplace adver:
affected sales and operating results. The lowerageesales prices were offset partially by lowesrage live prices. Additionally, fiscal 2C
operating results include realized and unrealizetdosses of $15 million from the Compasyommodity risk management activities rel
to its fixed forward boxed pork sales and forwave hog purchases, compared to realized and uneghtiet losses of $22 million recorde
fiscal 2005.

Prepared Foods segmenrtales decreased 3.9% and operating results dedrga3amillion in fiscal 2006 compared to fiscal 300

Fiscal 2006 operating results include charges & #fllion related to plant closing costs, other ihess consolidation efforts and
Companys cost reduction initiative. Fiscal 2005 operatiegults include $2 million related to plant closiogsts. The decline in sales .
operating income primarily was due to lower aversajes prices.

2005 vs. 2004
Certain reclassifications have been made to peoogds to conform to current presentations.

Salesdecreased $427 million or 1.6%, with a 0.7% inceemsaverage sales price and a 2.3% decrease umeolThe decrease in st
primarily was due to reduced sales in the CommBgef segment, resulting from the effects of imhpoid export restrictions. Additional
sales were affected negatively by decreased salames in each of the Compasyprotein segments, primarily due to one less vodedale:
in fiscal 2005. These declines were offset pagtiéy higher average sales prices in the Comma@hicken, Pork and Prepared Fc
segments.

Cost of Saleglecreased $264 million or 1.1%. As a percent adssalost of sales increased from 92.9% to 93.4%.dEcrease in cost of s¢
primarily was due to decreased grain costs of apmately $312 million in fiscal 2005 compared tedal 2004, partially offset by higher |
costs in the Pork segment, higher raw materiakdosthe Prepared Foods segment and higher enesgy. @dditionally, the Chicken segm
recorded realized and unrealized losses of $27omilh fiscal 2005 resulting from the Compasycommodity risk management activi
related to grain purchases, compared to realizdduarealized gains of $127 million in fiscal 2004e fiscal 2004 gains in part were du
grain commodity risk management activities not gieasted as SFAS No. 133 hedges. Also, lower domestite supplies and restrictions
imports of Canadian cattle for most of fiscal 2@@bised lower production volumes and higher opegatirst per head.
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Selling, general and administrative expensescreased $48 million or 5.5%. As a percent of sakelling, general and administra
expenses increased from 3.3% to 3.6%. The incneaserily was due to an increase of approximated§ #illion in corporate advertisil
expenses, which primarily was related to the ComisafPowered by Tyson™” campaign. In addition, #hevere increases in personnel-
related costs and contributions and donations.

Other chargesinclude $33 million related to a legal settlemealving the Company' live swine operations and $14 million in plamdsihc
costs, primarily related to the closings of the @amy’s Cleveland Street Forest, Mississippi; Portlan@jnd; and Bentonville, Arkansi
operations. In July 2005, the Company announchiddtagreed to settle a lawsuit resulting from #structuring of its live swine operatio
The settlement resulted in the Company recordin@dditional $33 million of costs in the third quartof fiscal 2005. In July 2005, 1
Company announced its decision to make improvemenisne of its Forest, Mississippi, facilities, whiincluded more product line
enabling the plant to increase production of preedsand marinated chicken. The improvements werenaa the former Choctaw M:
Farms location, which the Company acquired in fig¥3. The Compang’ Cleveland Street Forest, Mississippi, poultryrapien cease
operations in March 2006. Also in July 2005, theripany announced its decision to close its Bentt\Alrkansas, facility. The producti
from this facility was transferred to the CompaniRussellville, Arkansas, poultry plant, where &pamsion enabled the facility to absorb
Bentonville facility’s production. In December 2004, the Company anremiiits decision to close its Portland, Maine, facilThe plan
ceased operations February 4, 2005, and the pioduitbm this facility was transferred to other &tions. Other charges in fiscal 2
include $40 million in plant closing costs, printarrelated to the closings of the Compasiyackson, Mississippi; Manchester, T
Hampshire; Augusta, Maine; and Berlin, Marylandeigtions. Also included in other charges for fis2a04 were $25 million in charg
related to intangible asset impairments and $2liamitelated to fixed asset write-downs.

Interest expensedecreased $43 million or 15.4%, primarily resultingm an 8.7% decrease in the Compangverage indebtedness
addition, the Company incurred $13 million of expes in fiscal 2004, related to the buy back of Iscamld the early redemption of Tysor
Mexico preferred shares. Excluding these chargespterall weighted average borrowing rate decceéisen 7.4% to 7.1%.

Other expensedecreased $17 million compared to fiscal 2004, ltiegufrom improvements in foreign currency excharngin/loss activity «
approximately $9 million, primarily from the Compds Canadian operations, and an $8 million gain asxbin fiscal 2005 from the sale
the Company’s remaining interest in Specialty Bsandc.

The effective tax ratedecreased from 36.6% in fiscal 2004 to 29.5% icafiR005. The fiscal 2005 effective rate reflecte@duction of 4.1¢
due to the release of income tax reserves manageteemed were no longer required. The fiscal 20f¥c#ve rate also reflects a reduct
of 3.6% due to the federal income tax effect of edicare Part D subsidy in fiscal 2005 becausedhiount is not subject to federal incc
tax. In addition, the rate reflects an increasd.@%6 relating to the repatriation of earnings akfgn subsidiaries as allowed by the Amer
Jobs Creation Act, offset by 2.9% relating to tkeersal of certain international tax reserves ngéw needed due to the effects of
repatriation under the American Jobs Creation Betting the fourth quarter of fiscal 2005, the Compaepatriated $404 million of forei
earnings invested outside the United States urfterAmerican Jobs Creation Act. See Note 15 in tisedto Consolidated Financ
Statements for further discussion of these isslibs. estimated Extraterritorial Income Exclusion (E&dmount reduced the fiscal 2(
effective tax rate by 2.6% compared to 0.5% indi2004. The increase in the fiscal 2005 estim&€dbenefit resulted from an increast
the estimated fiscal 2005 profit from export sgleémarily due to increased profit on export sakdsng with an adjustment to the estim:
fiscal 2004 benefit.

Sales by Segme in millions

Average

Volume Price

200t 200¢ Chang: Chang Chang
Chicken $ 8295 $ 836: $ (68) (2.6% 1.8%
Beef 11,61¢ 11,95: (333) (0.0% (2.%
Pork 3,247 3,18t 62 (4.6)% 6.9%
Prepared Foods 2,801 2,891 (90) (6.7)% 3.8%

Other 53 51 2 N/A N/A
Total $ 26,01.  $ 26,44, $ (427) (2.9% 0.7%
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Operating Income (Loss) by Segm in millions
Margin Margin
200¢ 2004 Chang; 200¢ 2002
Chicken $ 582 % 54¢ $ 34 7.0% 6.6%
Beef (12) 127 (139) (0.)% 1.1%
Pork 47 14C (93) 1.4% 4.4%
Prepared Foods 78 28 50 2.8% 1.0%
Other 50 74 (24) N/A N/A
Total $ 745 $ 917 $ (172 2.2% 3.506

Chicken segmentsales decreased 0.8% in fiscal 2005 compared ¢al fB004. The decline in sales primarily was dudot@er volumes
caused largely by one less week of sales in fi208b, partially offset by higher average salesgwzriand improved product mix. Chicl
segment operating income increased $34 millionsicaf 2005 compared to fiscal 2004. Fiscal 2005 atpey income includes $12 million
plant closing costs and $8 million of hurricamtated losses. Fiscal 2004 operating income ird®iL3 million of plant closing costs and
million of charges related to fixed asset widkawns. Fiscal 2005 operating income was affectesitipely by decreased grain costs of $
million. However, the fiscal 2005 benefits from desed grain costs were offset partially by redliaed unrealized net losses of $27 mil
from the Company commaodity risk management activities relatedreorgpurchases, compared to realized and unreatieedains of $1z2
million recorded in fiscal 2004. Additionally, fiat2005 operating income was affected negativelfibhper energy costs.

Beef segmensales decreased 2.8% in fiscal 2005 compareddal f2)04. The decline in sales primarily resultexif the effects of impc
and export restrictions. Those restrictions contedd to lower international sales volumes and losxarage domestic sales prices in part
to the mix of products allowed for export. Additadly, fiscal 2005 had one less week of sales, coatpto fiscal 2004. Fiscal 2005 opera
income decreased $139 million compared to fisc&l42@-iscal 2005 operating income includes $10 arillreceived in connection w
vitamin antitrust litigation. Fiscal 2004 operatimgcome includes BSEelated charges of $61 million and $5 million ofaches related

intangible asset impairments and fixed asset vait@ns. The decrease in operating income primariég \Wue to lower domestic ca
supplies and restrictions on imports of Canadiatiecéor most of fiscal 2005, which resulted in lesproduction volumes and raised
operating cost per head. Additionally, fiscal 20@%rating income was affected negatively by deeaslumes and margins at

Companys Lakeside operation in Canada. Also, fiscal 20@&rating results include realized and unrealizadyams of $13 million from tt
Companys commodity risk management activities relatedgdixed forward boxed beef sales and forward Gaétle purchases, comparet
realized and unrealized net gains of $51 milliacorded in fiscal 2004.

Pork segmentsales increased 1.9% in fiscal 2005 compared ¢alfd004. The increase in sales resulted prim&diyn higher average sa
prices, both domestically and internationally, cangal to fiscal 2004. The higher average sales fraréven primarily by higher average |
hog prices, were offset partially by a decreaseolumes, caused largely by one less week of skissal 2005 operating income decres
$93 million compared to fiscal 2004. Fiscal 200%i@ing income includes costs of $33 million refate a legal settlement involving 1
Companys live swine operations and $2 million receivedamnection with vitamin antitrust litigation. Fid&@004 operating income incluc
$1 million of charges related to fixed asset wdtawns. The decrease in operating income primaréy due to higher average live hog pr
and lower volumes, which increased the operatirsg per head and more than offset the increaseerage sales prices.

Prepared Foods segmensales decreased 3.1% in fiscal 2005 compared tal fB004. The decline in sales primarily was dudotaer
volumes, caused largely by one less week of saleédhe rationalization of lower margin product Bneartially offset by higher average s
prices. Fiscal 2005 operating income increasedr#ibn compared to fiscal 2004. Fiscal 2005 op@gincome includes $2 million of ple
closing costs. Fiscal 2004 operating income incdud27 million of plant closing costs and $27 milliof charges related to fixed asset write-
downs and intangible asset impairments. Fiscal 2Q@%$ating income was negatively impacted by irsedaaw material prices.
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LIQUIDITY AND CAPITAL RESOURCES

In fiscal 2006, net cash of $287 million was praddby operating activities, a decrease of $712ignilfrom fiscal 2005. The decrei
primarily was due to a decline in net income of $&fillion, excluding the nomash effect of deferred income taxes, and the matge in th
working capital effect of $147 million. The Compaaged cash primarily from borrowings and operatitméund $531 million of propert
plant and equipment additions, to pay dividend$58 million on the Compang’Class A and Class B stock and to repurchase $#i@mof
the Company’s Class A stock in the open marketchvipurchases were made to satisfy the Compasigck compensation programs.
expenditures for property, plant and equipment wefated to acquiring new equipment and upgradaxlifies to maintain competiti
standing and position the Company for future opputies. The Company’s foreseeable cash needogerations growth and capi
expenditures are expected to be met through casls fhrovided by operating activities.

Cash Provided by Operating Activiti in millions
200¢ 200¢ 200¢
$ 287 $ 999 $ 932

In the second quarter of fiscal 2006, the Compasyéad $1.0 billion of new senior unsecured notéschlwwill mature on April 1, 2016 (20:
Notes). The 2016 Notes carried an initial 6.60%r@st rate, with interest payments due -annually on April 1 and October 1. In fis
2007, the Company used $750 million of the procéedthe repayment of its outstanding $750 millia25% Notes due October 1, 2006.
remaining proceeds were used for general corp@ateoses. The Company’s shtetm investment at September 30, 2006, include®
million of proceeds from this new issuance and iegs1of $20 million on the investment.

On July 24, 2006, Moody’s Investors Services, I(Moody’s) downgraded the Compasyctredit rating applicable to the 2016 Notes 1
“Baa3” to “Bal.” This downgrade increased the interest rate on @€ Rotes from 6.60% to 6.85%, effective on thstfitay of the intere
period during which the rating change required djustiment to the interest rate (i.e., the issuasfcéne 2016 Notes). Accordingly, in 1
fourth quarter, the Company recorded an additi®darl million for the interest period from March 2006, to July 1, 2006. This downgr:
will increase annual interest expense and relaed by approximately $5 million, including $2.5 lioih related to the 2016 Notes.

On July 31, 2006, Standard & Poor’s (S&P) also dgnaded the Company’s credit rating applicable 8020816 Notes from “BBB” to “BBB-
. This downgrade did not result in an increase inititerest rate on the 2016 Notes, nor did it resulin increase in interest expens
related fees for other debt.

On September 18, 2006, Tyson Fresh Meats, Inc. {TREMwhollyowned subsidiary of the Company, guaranteed thé 20dtes. Thi
guarantee does not extend to the other unsecunéal smtes of the Company. Moodyand S&P did not change the July 2006 credit gs
applicable to the 2016 Notes. However, Moody’s éssa new credit rating of “Ba2,” and S&P issuecewa rtredit rating of “BB+"related ti
the other unsecured senior notes not guaranteetFd, These new ratings did not impact the interas¢ applicable to the 2016 Not
However, other interest expense and related faesttier debt increased by less than $3 million.

It is possible one or both of the debt rating agenmay further downgrade the Companipond rating applicable to the 2016 Notes.
currently rates this long-term debt “BBB-,” withreegative outlook. Moody’s currently rates this d&Bal,” with a negative outlook. Tl
pretax impact to earnings of each further downgnadald be approximately $5 million annually, petimg agency, of which $2.5 millic
would be related to increased interest expensé®f@16 Notes.

Total debt at September 30, 2006, was approxim&ly billion, an increase of $984 million from @ber 1, 2005. However, when adjus
for the $750 million of proceeds on deposit, debuld have been $3.2 billion, an increase of $23%anifrom October 1, 2005. Additionall
the Company has an unsecured revolving creditifia¢dtaling $1.0 billion that supports the Companghortterm funding needs and lett
of credit. The $1.0 billion facility expires in Sepnber 2010. This agreement was amended on JuBOBB, which reduced the availability
the unsecured revolving credit facility. See belfow further description. Also, at September 30, 0the Company had a receival
purchase agreement with three co-purchasers tapsédl $750 million of trade receivables.
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These agreements were restructured and extended fourth quarter of fiscal 2006 and now consfs$&75 million expiring August 20(
and $375 million expiring in August 2009. At Septm 30, 2006, there was $79.5 million outstandingeach of the commitments.
October 1, 2005, there were no amounts drawn uthéereceivables purchase agreement. Outstandirntgati&eptember 30, 2006, consit
of $3.4 billion of debt securities, a $345 milliterm loan and other indebtedness of $246 million.

Total Capitalizatior in millions

200¢ 200¢ 200¢4
Debt $ 397¢ % 2,99 % 3,362
Equity 4,44( 4,671 4,29

The revolving credit facility, senior notes, notéerm loan and accounts receivable securitizationtain various covenants, the m
restrictive of which contain a maximum allowed lege ratio and a minimum required interest coveratje.

On July 27, 2006, the Company entered into a thinéndment to its five-year credit revolving fagilénd the thregear term loan facility
its subsidiary, Lakeside Farms Industries, Ltd. Seh@amendments modified the minimum required inteceserage ratio, temporar
suspended the maximum allowed leverage ratios mpiemented temporary minimum consolidated EBITDAuieements. The Compa
was in compliance with all of such covenants atdiyear end.

In connection with these amendments, the Compawdgability under its unsecured revolving creditifity decreased, and if the Compagny’
credit rating is further downgraded, prior to thadikery of the second quarter fiscal 2007 compl@nertificate, the Company is requiret
have certain subsidiaries guarantee the revolviadicfacility and term loan. The amended agreema#atvs for maximum availability und
the revolving credit facility of 50% of inventorgeduced by letters of credit issued and amountstanding under its term loan. The amc
available as of September 30, 2006, was $481 millio

The Companys foreseeable cash needs for operations and cagjiahditures are expected to be met primarilyutiihocash flows provide
by operating activities. Additionally, at SeptemI3€y, 2006, the Company had unused borrowing capati$1.1 billion, consisting of $4t
million available under its $1.0 billion unsecunexyolving credit agreement and $591 million undsraiccounts receivable securitization
September 30, 2006, the Company had constructiojegis in progress that will require approximat®b82 million to complete. Capi
spending for fiscal 2007 is expected to be appratéty $400 million.

OFF-BALANCE SHEET ARRANGEMENTS

The Company does not have any off-balance shesti@@ments material to its financial position outesof operations. The offalance she
arrangements the Company has are guarantees obflebtside third parties involving a lease, growaans and residual value guaran
covering certain operating leases for various typkE®quipment. See Note 8, “Commitmentsi’ the Notes to Consolidated Finan
Statements for further discussions of these gueeant

CONTRACTUAL OBLIGATIONS
The following table summarizes the Company’s cattral obligations as of September 30, 2006:

in millions
Payments Due by Peric
2012 ani

2007 2008- 200¢ 2010- 2011 thereafte Total

Debt and capital lease obligatiol
Principal payments (1 $ 99z $ 454  $ 237 % 2,29¢  $ 3,97¢
Interest payments (: 231 464 284 617 1,59¢
Guarantees (¢ 54 74 27 34 18¢
Operating lease obligations ( 87 98 37 17 23¢
Purchase obligations (: 31¢ 11 7 2 33¢
Capital expenditures (¢ 16C 22 - - 182
Other lon¢-term liabilities (7) 4 8 7 43 62
Total contractual commitmen $ 1,84 $ 1,131  $ 50¢ $ 3,00¢ $ 6,58¢
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1) In the event of a default on payment or violatidrdebt covenants, acceleration of the principalnpayts could occur. At Septem
30, 2006, the Company was in compliance with altoflebt covenant:

(2) Interest payments include only interest paymentsfixed-rate and fixederm debt, based on the expected payment date:
Company has other interest obligations on variasie; nonterm debt; however, these obligations have beeluéad, as the timir
of payments and expected interest rates cannattlmated reasonabl

€)) Amounts included are for the guarantees of detutéide third parties, which involve a lease anolwgr loans, all of which a
substantially collateralized by the underlying éssas well as residual value guarantees coveBnigia operating leases for vari
types of equipment. The amounts included are thérman potential amount of future paymer

4) Amounts included in operating lease obligationsmar@mum lease payments under lease agreerr

(5) Amounts included in purchase obligations are agesgsto purchase goods or services that are eafulc@and legally binding «
the Company that specifies all significant terms]uding: fixed or minimum quantities to be purobésfixed, minimum or variab
price provisions; and the approximate timing of thensaction. The purchase obligations amount deduitems such as futi
purchase commitments for grains, livestock andmaaigas contracts that provide terms that meettieve criteria. The Compa
has excluded future purchase commitments for cotstthat do not meet these criteria. Purchase sit®re not been included in
table, as a purchase order is an authorizatiomtchase and is not considered an enforceable gatlyidinding contract. Contrac
for goods or services that contain termination stesuwithout penalty have also been exclu

(6) Amounts included in capital expenditures are egdtithamounts to complete construction projects ogpess as of September
2006.
@) Amounts included in other longrm liabilities are items that meet the definitioha purchase obligation and are recorded il

Compan’s Consolidated Balance She¢

RECENTLY ADOPTED ACCOUNTING STANDARDS AND REGULATIO NS

In December 2004, the FASB issued Statement ofnEinhAccounting Standards No. 123R, “Share-Basgghfent” SFAS No. 123R). Tt
pronouncement requires companies to measure aogniee compensation expense for all sHzsed payments to employees, inclu
grants of employee stock options, restricted stuk performancéased shares, in the financial statements baséukediair value at the de
of the grant. In the first quarter of fiscal 2006¢ Company adopted SFAS No. 123R using the madifi@spective method. Under
modified prospective method, compensation costésgnized for all shareased payments granted after the adoption of SFASLRBR an
for all awards granted to employees prior to thepsidn date of SFAS No. 123R and unvested on thaptamh date. Accordingly, r
restatements were made to prior periods. Prioneécatioption of SFAS No. 123R, the Company appliedofinting Principles Board Opini
No. 25,“Accounting for Stock Issued to Employean’accounting for its employee stock compensatiamg Accordingly, no compensat
expense was recognized for its stock option issemas stock options are issued with an exercise pgual to the closing price at the dai
grant. Also, prior to the adoption of SFAS No. 123Re Company issued restricted stock and recotidedair value of such awards
deferred compensation amortized over the vestingpgeThe fair value of each option grant is edtidd on the date of grant using
Black-Scholes optiopricing model for grants awarded prior to Octobg2d05, and a binomial lattice method for grantsuaed subseque
to October 1, 2005. The change to the binomialcktimethod was made to better reflect the exerdoedwvior of top management. -
Company recognized compensation expense (net pfofa®9 million and $15 million in fiscal 2006 rédal to stock options and restric
stock, respectively. As of September 30, 2006,Ghepany had $38 million of total unrecognized congagion cost related to stock opt
plans that will be recognized over a weighted ayenaeriod of 2.2 years and $42 million of totalegwgnized compensation cost relate
restricted stock awards that will be recognizedraveeighted-average period of 1.5 years.

In March 2005, the FASB issued Interpretation Na.“Accounting for Conditional Asset Retirement @pgkions,”an interpretation of FAS
Statement No. 143 (FIN 47). Statement of Finan&iatounting Standards No. 143, “Accounting for AsBetirement Obligations"SFAS
No. 143), was issued in June 2001 and requiresitiy &0 recognize the fair value of a liabilityrfan asset retirement obligation in the pe

in which it is incurred if a reasonable estimatefaif value can be made. SFAS No. 143 applies gallebligations associated with
retirement of a tangible long-lived asset that ltesufrom the acquisition, construction, developinand/or the normal operation of a long-
lived asset. The associated asset costs are ¢agitads part of the carrying amount of the Ildingd asset. FIN 47 clarifies the te
“conditional asset retirement obligatioa used in SFAS No. 143, refers to a legal obbgattb perform an asset retirement activity in w
the timing and/or method of settlement are cond@i@n a future

35




TYSON FOODS, INC.

event that may or may not be within the contraihef entity. FIN 47 requires an entity to recograz@bility for the fair value of a conditior
asset retirement obligation if the fair value oé thability can be reasonably estimated. Uncerya@bout the timing and/or method
settlement of a conditional asset retirement olibigashould be factored into the measurement oflii@lity when sufficient informatio
exists. The Company adopted FIN 47 as of Septe®be2006. See Note 2, “Change in Accounting Prietip the Notes to Consolidat
Financial Statements for the impact of the adoptRIN 47.

In September 2005, the Emerging Issues Task F&idd-J reached a consensus on Issue No. 04A&;dunting for Purchases and Sale
Inventory with the Same Counterpartifhe issues were the circumstances under which tveooe inventory purchase and sales transac
with the same counterparty should be viewed asiglesiexchange transaction within the scope of Anting Principles Board Opinion 2
“Accounting for Nonmonetary Transactionahd circumstances under which nonmonetary exchaofgas/entory within the same line
business should be recognized at fair value. Thepgaoy adopted EITF Issue No. @3-in the third quarter of fiscal 2006. The adoptal
this Issue did not have a material impact on then@any’s consolidated financial statements.

RECENTLY ISSUED ACCOUNTING STANDARDS AND REGULATION S

In June 2006, the FASB issued Interpretation No."ABcounting for Uncertainty in Income Taxes interpretation of FASB Statement
109 (FIN 48). FIN 48 prescribes a recognition thodd and measurement attribute for the financitieshent recognition and measureme;
a tax position taken or expected to be taken iaxaréturn. FIN 48 also provides guidance on deneitiog, classification, interest a
penalties, accounting in interim periods, disclesand transition. FIN 48 is effective for fiscalayse beginning after December 15, 2(
therefore, the Company expects to adopt FIN 4®eatbeginning of fiscal 2008. The Company is cutyeint the process of evaluating
potential impact of FIN 48.

In September 2006, the FASB issued Statement afnigial Accounting Standards No. 157, “Fair ValueaBlgrements”§FAS No. 157
SFAS No. 157 provides guidance for using fair valmeneasure assets and liabilities. This standa r@sponds to investors' requests
expanded information about the extent to which camnmgs measure assets and liabilities at fair vahe information used to measure
value and the effect of fair value measurementgamings. SFAS No. 157 applies whenever other atdsdrequire (or permit) assets
liabilities to be measured at fair value. The staddloes not expand the use of fair value in amy cicumstances. SFAS No. 157 is effec
for financial statements issued for fiscal yeargitn@ing after November 15, 2007, and interim pesiadthin those fiscal years; therefore,
Company expects to adopt SFAS No. 157 at the begjrof fiscal 2009. The Company is currently in ffrecess of evaluating the poter
impact of SFAS No. 157.

In September 2006, the FASB issued Statement @nEinl Accounting Standards No. 158, “Employekscounting for Defined Bene
Pension and Other Postretirement Plans, an amendh&ASB Statements No. 87, 88, 106, and 132(BFAS No. 158). SFAS No. 1
requires companies to recognize the overfundedhderdunded status of a defined benefit postretirdnpéan as an asset or liability in
consolidated balance sheet and to recognize chamglest funded status in the year in which thenges occur through other comprehen
income. This standard also requires companies @sure the funded status of a plan as of the daits ahnual consolidated balance st
with limited exceptions. SFAS No. 158 is effectiee financial statements issued for fiscal yeardirm after December 15, 2006; theref
the Company expects to adopt SFAS No. 158 at tleoérfiscal 2007. Based on the information avadahbt September 30, 2006,
Company expects an increase in assets of $6 milkonincrease in liabilities of $8 million and adjwstment to accumulated ot
comprehensive income of $2 million when it adofAS No. 158.

In September 2006, the Securities and Exchange Gssiun staff published Staff Accounting Bulletin Nk08,“ Considering the Effects
Prior Year Misstatements when Quantifying Misstatais in Current Year Financial StatemenSAB 108). SAB 108 addresses quantify
the financial statement effects of misstatememscigically, how the effects of prior year uncotest errors must be considered in quantif
misstatements in the current year financial statemeSAB 108 is effective for fiscal years endirfteaNovember 15, 2006; therefore,
Company expects to adopt SAB 108 at the end 0alfidg807. The Company is currently in the processwvafluating the potential impact
SAB 108.

CRITICAL ACCOUNTING ESTIMATES

The preparation of consolidated financial statememguires management to make estimates and assnmpThese estimates ¢
assumptions affect the reported amounts of asedtabilities and disclosure of contingent assetd liabilities at the date of the consolid:
financial statements and the reported amountswanges and expenses during the reporting periotiafcesults could differ from tho
estimates. The following is a summary of certaicoamting estimates considered critical by the Camgpa
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Financial instruments: The Company is a purchaser of certain commodisiesh as grains, livestock and natural gas in tlheseoof norme
operations. The Company uses derivative finanaistriiments to reduce its exposure to various maiglet. Generally, contract terms ¢
hedge instrument closely mirror those of the hedtgd, providing a high degree of risk reductiord aorrelation. Contracts designated
highly effective at meeting the risk reduction awdrelation criteria are recorded using hedge atiog, as defined by Statement of Finar
Accounting Standards No. 133, “Accounting for Dative Instruments and Hedging ActivitiesSKAS No. 133), as amended. If a derive
instrument is a hedge, as defined by SFAS No. d8Bending on the nature of the hedge, changesifathvalue of the instrument will

offset either against the change in fair valuehef hedged assets, liabilities or firm commitmeht®uigh earnings or recognized in o
comprehensive income (loss) until the hedged i®nedognized in earnings. The ineffective portibam instrumens change in fair value
recognized immediately in earnings as a componkobst of sales. Instruments the Company holdsaaisgs its risk management activit
that do not meet the criteria for hedge accountisgdefined by SFAS No. 133, as amended, are méokiail value with unrealized gains
losses reported currently in earnings. The Compgmerally does not hedge anticipated transactiepseridl 12 months.

Contingent liabilities: The Company is subject to lawsuits, investigatiamsl other claims related to wage and hour/labeestocl
procurement, securities, environmental, produsintpauthorities and other matters, and is requicedssess the likelihood of any adw
judgments or outcomes to these matters, as weflotantial ranges of probable losses. A determinatib the amount of reserves i
disclosures required, if any, for these contingesieire made after considerable analysis of eadridndl issue. These reserves may chan
the future due to changes in the Company’s assommgtthe effectiveness of strategies or other fadieyond the Company’s control.

Accrued self insurance:Insurance expense for health and welfare, workeoshpensation, auto liability and general liabilitgks ar
estimated using experience and actuarial estimatesassumptions used to arrive at periodic expgeasereviewed regularly by managen
However, actual expenses could differ from thesienases, which could result in adjustments to ant®uecorded.

Pension and other postretirement benefitsThe Company provides a range of benefits to itsleyees and retired employees, incluc
pensions and postretirement healthcare benefits Cdmpany records annual amounts related to tHase pased on calculations specifiet
generally accepted accounting principles, whichuithe various actuarial assumptions, such as disqates, assumed rates of return on
assets, compensation increases, turnover ratesalityorates, retirement rates and healthcare testls. The Company reviews its actui
assumptions on an annual basis and makes modifisato the assumptions based on the current ragstrands when it is deemr
appropriate to do so. The Company generally reeegntihe effect of these modifications immediatatp iearnings rather than amortizing
effect over future periods. See Note 12, “Pensiwmh @ther postretirement benefitsf the Notes to Consolidated Financial Statemenits
sensitivity discussion of the assumed healthcasetoend rates.

Impairment of long-lived assets:The Company is required to assess potential imgaitsnto its londived assets, which are primai
property, plant and equipment. If impairment intliica are present, the Company must measure thedlaie of the assets in accordance

Statement of Financial Accounting Standards No., IAdcounting for the Impairment of Disposal of Lgihived Assets,'to determine

adjustments are to be recorded.

Impairment of goodwill and other intangible assetsiIn assessing the recoverability of the Compargoodwill and other intangible ass
management relies on a number of factors includipgrating results, business plans, economic piojegt anticipated future cash flc
assumed royalty rates and marketplace data. Thermlaerent uncertainties related to these facas managemerstjudgment in applyir
these factors to the assessment of recoverabilitg. Company has elected to make the first day efdlrth quarter the annual impairm
assessment date for goodwill and other intangibtets. Goodwill valuations have been calculatedguan income approach based or
present value of future cash flows of each reportinit. Other intangible asset valuations have lmadculated for trademarks using a roy
rate method based on the present value of futigle fbaws and for patents and fmecess technology using the cash flow method basete
present value of future cash flows. Changes in @tidn and operating conditions impacting these agsioms could result in goodw
impairment in future periods. The Company coulddmuired to evaluate the recoverability of goodwaild other intangible assets prior to
required annual assessment if the Company expesedisruptions to the business such as end madkelitons, unexpected signific:
declines in operating results, divestiture of andigant component of the Company and market chpitdon declines. These types of ewvt
and the resulting analysis could result in goodwilpairment charges in the future. The Company nad=xb impairments of other intangi
assets of $3 million, $4 million and $25 millionfiscal 2006, 2005 and 2004, respectively.
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Marketing and advertising costs: The Company incurs advertising, retailer incentiviel consumer incentive costs to promote its pr@
through its marketing programs. These programsudecicooperative advertising, volume discountsstore display incentives, coupons
other programs. The recognition of the costs rdlaie these programs requires managemsejutdgment in estimating the poten
performance and redemption of each program. Themaes are based on many factors, including éxpeg of similar promotion
programs. Actual expenses may differ if the perfamoe and redemption rates vary from the estimatied.r

Income taxes:The Company estimates its total income tax expbased on statutory tax rates and tax planning oppities available to t
Company in various jurisdictions in which the Compaearns income. Federal income taxes include imas for taxes on earnings
foreign subsidiaries expected to be remitted toUnéed States and be taxable, but not for earntogsidered indefinitely invested in

foreign subsidiary. Deferred income taxes are reizagl for the future tax effects of temporary diffleces between financial and income
reporting using tax rates in effect for the yearsvhich the differences are expected to reverstuatian allowances are recorded when
likely a tax benefit will not be realized for a defed tax asse€hanges in tax laws and rates also could affecteberded deferred tax ass
and liabilities in the future. Management is notasgvof any such changes that would have a mateifiatt on the Compang’results ¢
operations, cash flows or financial position. Inidn, the calculation of tax liabilities involvesicertainties in the application of complex
regulations across the tax jurisdictions whereG@benpany operates. The Company records tax liaslfior anticipated tax audit issues bi
on our estimate of whether, and the extent to wradditional taxes will be due. The Company adjtisse reserves in light of changing f
and circumstances; however, due to the compleXitpome of these uncertainties, the ultimate re&mlutnay result in a payment tha
materially different from the current estimate loé tax liabilities.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE AB  OUT MARKET RISK
MARKET RISK

Market risks relating to the Compasyoperations result primarily from changes in cordityoprices, interest rates and foreign exchantgs
as well as credit risk concentrations. To addrestam of these risks, the Company enters intoouariderivative transactions as descr
below. If a derivative instrument is a hedge, afndd by SFAS No. 133, as amended, depending omdhge of the hedge, changes in
fair value of the instrument will be offset eithegainst the change in fair value of the hedgedtsskabilities or firm commitments throu
earnings, or recognized in other comprehensivenmec@loss) until the hedged item is recognized imiegs. The ineffective portion of
instruments change in fair value, as defined by SFAS No. 433amended, will be recognized immediately iniegsias a component of ¢
of sales. Additionally, the Company holds certaisifions, primarily in grain and livestock futurégat do not meet the criteria for SFAS
133 hedge accounting. These positions are markedat&et, and the unrealized gains and losses prateel in earnings at each repor
date. The changes in market value of derivativeslus the Companyg’ risk management activities surrounding inventon@ hand ¢
anticipated purchases of inventories are recordecbst of sales. The changes in market value df/ateres used in the Comparsytisk
management activities surrounding forward salesraots are recorded in sales.

The sensitivity analyses presented below are thesuares of potential losses of fair value resulfiogn hypothetical changes in market pri
related to commodities. Sensitivity analyses doaooisider the actions management may take to rtétiti@ Companyg exposure to chang
nor do they consider the effects such hypotheticalerse changes may have on overall economic tgctActual changes in market pric
may differ from hypothetical changes.

Commodities Risk: The Company is a purchaser of certain commodiiesh as grains, livestock and natural gas in theseoof norms
operations. The Company uses commodity futuresetinge the effect of changing prices and as a méshato procure the underlyi
commodity. However, as the commaodities underlying Companys derivative financial instruments can experienigmifcant price
fluctuations, any requirement to mark+twarket the positions that have not been desigrateld not qualify as hedges under SFAS No.
could result in volatility in the Comparg/results of operations. Generally, contract teofna hedge instrument closely mirror those of
hedged item providing a high degree of risk reducind correlation. Contracts designated and higfictive at meeting this risk reduct
and correlation criteria are recorded using hedg®unting. The following table presents a sensjtiainalysis resulting from a hypotheti
change of 10% in market prices as of Septembe2@5, on the fair
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value of open positions. The fair value of suchitpmss is a summation of the fair values calculdi®deach commodity by valuing each
position at quoted futures prices. The market gggposure analysis includes hedge and medge positions. The underlying commod
hedged have a correlation to price changes of énative positions such that the values of the maiities hedged based on differer
between commitment prices and market prices andvéthee of the derivative positions used to hedgeséhcommodity obligations ¢
inversely correlated. The following sensitivity &rsas reflects the impact on earnings for changdsé fair value of open positions.

Effect of 10% change in fair valt in millions
200¢ 200¢

Livestock:
Cattle $ 43 $ 3
Hogs 37 13
Grain 11 15
Natural Gas 1 12

Interest Rate Risk: At September 30, 2006, the Company had fixed-tateterm debt of $3.4 billion with a weighted averagterest rat
of 7.4%. The Company has exposure to changesaresttrates on this fixed-rate, long-term debt.Kdtrisk for fixed-rate, longerm debt i
estimated as the potential increase in fair valesylting from a hypothetical 10% decrease in @gerates. A hypothetical 10% decreas
interest rates would have increased the fair vafube Company’s fixed-rate, lortgrm debt by approximately $87 million at SeptemB@
2006, and $47 million at October 1, 2005. The falues of the Company’s lortgrm debt were estimated based on quoted markes:
and/or published interest rates.

At September 30, 2006, the Company had variabée tangterm debt of $545 million with a weighted averagesiest rate (as of Septem
30, 2006) of 6.1%. The Company hedges exposurédages in interest rates on certain financial imseants. Under the terms of vari
leveraged equipment loans, the Company entersiimésest rate swap agreements to effectively latlkaifixed interest rate for the
borrowings. The maturity dates of these leveragpdpenent loans range from fiscal years 2007 to 2018 interest rates ranging from 4.
to 5.4%. Because of the positions taken with respethese swap agreements, an increase in intextest would have a minimal effect
interest expense for fiscal years 2006 and 2005.

Foreign Currency Risk: The Company has natash foreign exchange gain/loss exposure fromuatimins in foreign currency exchail
rates as a result of certain receivables and paysdiances. The primary currency exchanges the @aynipas exposure to are the Cane
dollar, the Mexican peso, the European euro, thsBrpound sterling and the Brazilian real. Thar@any periodically enters into forei
exchange forward contracts to hedge some of idorcurrency exposure. A hypothetical 10% chang®tieign exchange rates amount
approximately $4 million at September 30, 2006, $hadnillion at October 1, 2005.

Concentrations of Credit Risk: The Company's financial instruments exposed to ewinations of credit risk consist primarily of c
equivalents, short-term investments and trade vabtes. The Company's cash equivalents and shmont-investments are in high qua
securities placed with major banks and financiatiiations. Concentrations of credit risk with respto receivables are limited due to
large number of customers and their dispersionsscgeographic areas. The Company performs pergodiit evaluations of its custome
financial condition and generally does not requicdlateral. At September 30, 2006, and October )52 approximately 13.0% of t
Companys net accounts receivable balance was due frontastemer. No other single customer or customer@represents greater tt
10% of net accounts receivable.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

CONSOLIDATED STATEMENTS OF OPERATIONS

Three years ended September 30, :
in millions, except per share d

200¢ 200t 200/
Sales $ 25559 $ 26,014 $ 26,441
Cost of Sales 24,631 24,294 24,558
928 1,720 1,883
Operating Expenses:
Selling, general and administrative 935 928 880
Other charges 70 47 86
Operating Income (Loss) (77) 745 917
Other (Income) Expense:
Interest income (30) (10) (5)
Interest expense 268 237 280
Other, net (22) (10) 7
216 217 282
Income (Loss) before Income Taxes (293) 528 635
Income Tax Expense (Benefit) (102) 156 232
Income (Loss) before Cumulative Effect of ChangAd@counting Principle (191) 372 403
Cumulative Effect of Change in Accounting Princijgiet of Tax (5) - -
Net Income (Loss $ (196) $ 372 $ 403
Weighted Average Shares Outstanding:
Class A Basic 249 243 243
Class B Basic 96 102 102
Diluted 345 357 357
Earnings Per Share:
Earnings (Loss) before Cumulative Effect of ChaimgAccounting Principle
Class A Basic $ (0.56) $ 111 $ 1.20
Class B Basic $ (0.52) $ 1.00 $ 1.08
Diluted $ (0.56) $ 1.04 $ 1.13
Cumulative Effect of Change in Accounting Principle
Class A Basic $ (0.02) $ - % -
Class B Basic $ (0.01) $ -3 -
Diluted $ (0.02) $ - % -
Net Earnings (Loss) per She
Class A Basic $ (0.58) $ 111 $ 1.20
Class B Basic $ (0.53) $ 1.00 $ 1.08
Diluted $ (0.58) $ 1.04 $ 1.13

See accompanying notes.
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CONSOLIDATED BALANCE SHEETS

September 30, 2006, and October 1, 2
in millions, except per share d:

200¢ 200¢
Assets
Current Assets
Cash and cash equivalel $ 28 $ 40
Shor-term investmen 77C -
Accounts receivable, n 1,18: 1,21«
Inventories 2,057 2,062
Other current asse 14¢ 16¢
Total Current Asset 4,187 3,48t
Net Property, Plant and Equipme 3,94 4,007
Goodwill 2,512 2,50z
Intangible Asset 13€ 14z
Other Asset: 341 36¢
Total Asset: $ 11,12 $ 10,50«
Liabilities and Shareholders’ Equity
Current Liabilities:
Current deb $ 992 $ 12¢
Trade accounts payat 942 961
Other current liabilitie: 912 1,07(¢
Total Current Liabilities 2,84¢ 2,15
Long-Term Debtl 2,98 2,86¢
Deferred Income Taxe 49E 63¢€
Other Liabilities 35¢& 16¢
Shareholder Equity:
Common stock ($0.10 par valu
Class /-authorized 900 million share
issued 284 million shares in 2006 and 268 millibarss in 200! 28 27
Class E-authorized 900 million share
issued 86 million shares in 2006 and 102 millioarsk in 200! 9 10
Capital in excess of par vall 1,83¢ 1,867
Retained earning 2,781 3,032
Accumulated other comprehensive inca 17 28
4,67( 4,96¢
Less treasury stock, at c-
15 million shares in 2006 and 20 23C 23€
Less unamortized deferred compensa - 55
Total Shareholde’ Equity 4,44( 4,671
Total Liabilities and Sharehold¢ Equity $ 11,12: $ 10,50

See accompanying notes.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

September 30, 20!

Three years ended September 30, :

October 1, 20C

in millions

QOctober 2, 20C

Share Amount Share Amount Share Amount
Class A Common Stock:

Balance at beginning of year 268 $27 268 $27 267 $27
Conversion from Class B shares 16 1 - - - -
Reclassification and other R R R R 1 -

Balance at end of year 284 28 268 27 268 27

Class B Common Stock:

Balance at beginning of year 102 10 102 10 102 10
Conversion to Class A shares (16) (1) a a - -

Balance at end of year 86 9 102 10 102 10

Capital in Excess of Par Value:

Balance at beginning of year 1,867 1,849 1,861
Stock options exercised ) 14 )
Restricted shares issued (16) - 1
Restricted shares canceled 3

1 1

Cumulative effect of adoption of SFAS No. 123R (55) - -

Restricted share amortization 26 - -

Reclassification and other 12 3 (12)

Balance at end of year 1,835 1,867 1,849
Retained Earnings:

Balance at beginning of year 3,032 2,728 2,380
Net income (loss) (196) 372 403
Dividends paid (55) (55) (55)
Dividends accrued - (13) -

Balance at end of year 2,781 3,032 2,728

Accumulated Other Comprehensive Income (Loss),dfl&ax:

Balance at beginning of year 28 (12) (15)
Net hedging (gain) loss recognized in cost of sales 3 21 (40)
Net hedging unrealized gain (loss) 1 1) 19
Unrealized gain (loss) on investments 1 ) -
Currency translation adjustment (6) 23 23
Additional pension liability (10) (1) 1

Balance at end of year 17 28 (12)

Treasury Stock:

Balance at beginning of year 15 (238) 17 (264) 16 (252)
Purchase of treasury shares 3 (42) 3 (45) 4 (72)
Stock options exercised ) 35 (©) 37 3) 44
Restricted shares issued 1) 20 ) 38 - 6
Restricted shares canceled - (5) - (4) = @)
Reclassification and other R R R R R 14

Balance at end of year 15 (230) 15 (238) 17 (264)

Unamortized Deferred Compensation:

Balance at beginning of year (55) (46) (57)
Restricted shares issued = (35) (7)
Restricted shares canceled - 1 2
Amortization of deferred compensation - 25 16
Cumulative effect of adoption of SFAS No. 123R 55 R -

Balance at end of year = (55) (46)

Total Shareholders’ Equity $4,440 $4,671 $4,292
Comprehensive Income (Loss):

Net income (loss) $(196) $372 $403

Other comprehensive income (loss), net of tax (11) 40 3

Total Comprehensive Income (Loss) $(207) $412 $406




See accompanying notes.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Three years ended September 30, :

in millions
200¢ 200t 200/
Cash Flows From Operating Activities:
Net income (loss (196) $ 372 $ 403
Adjustments to reconcile net income (loss) to gaslvided
by operating activities:
Depreciation 481 465 458
Amortization 36 36 32
Plant closing related charges 51 10 28
Impairment and write-down of assets 18 25 46
Deferred taxes (130) (93) 8
Cumulative effect of change in accounting princiflefore tax 9 - -
Other, net (21) 2) 4
Decrease in accounts receivable 43 24 67
(Increase) decrease in inventories 8 13 (65)
Increase (decrease) in trade accounts payable (43) 11 109
Net change in other current assets and liabil 31 138 (158)
Cash Provided by Operating Activities 287 999 932
Cash Flows From Investing Activities:
Additions to property, plant and equipment (531) (571) (486)
Proceeds from sale of assets 21 47 27
Purchases of marketable securities (191) (543) (99)
Proceeds from marketable securities 214 504 -
Purchase of short-term investment (750) - -
Other, net 13 2 (42)
Cash Used for Investing Activities (1,224) (561) (600)
Cash Flows From Financing Activities:
Payments of debt, net 8) (720) (242)
Net proceeds from borrowings of de 992 353 -
Purchase of treasury shares (42) (45) (72)
Dividends (55) (55) (55)
Stock options exercised and other 42 24 43
Cash Provided by (Used for) Financing Activities 929 (443) (326)
Effect of Exchange Rate Change on Cash 4) 12 2
Increase (Decrease) in Cash and Cash Equivalents (12) 7 8
Cash and Cash Equivalents at Beginning of Year 40 33 25
Cash and Cash Equivalents at End of 28 $ 40 $ 33

See accompanying notes.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1: BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNT ING POLICIES

Description of Business:Tyson Foods, Inc. (collectively, the Company or diys founded in 1935 with world headquarters inilgptale
Arkansas, is the world’ largest processor and marketer of chicken, begfpmrk and the second largest food production @mpn the
Fortune500. Tyson produces a wide variety of brand nanséeprbased and prepared food products marketed in tlitedJStates and mc
than 80 countries around the world. Tyson is agaxed market leader in the retail and foodserwaekets it serves. The Company
approximately 107,000 employees and more than &€ilties and offices in 28 states and 20 countries

Consolidation: The consolidated financial statements include theoants of all majority-owned and wholbwned subsidiaries. /
significant intercompany accounts and transacti@we been eliminated in consolidation.

Fiscal Year: The Company utilizes a 52- or 58ek accounting period ending on the Saturday stotge September 30. The Compa
accounting cycle resulted in a 52-week year fory@806 and 2005, and a 53-week year for year 2004.

Reclassifications: Certain reclassifications related to items on trengdlidated Statements of Operations have been eadenform t
current year presentations. The effect of the ssdfigations was not material to the Company’s otidated financial statements.

Cash and Cash EquivalentsCash equivalents consist of investments in stesrty, highly liquid securities having original meties of thre
months or less, which are made as part of the Coppaash management activity. The carrying vatidhese assets approximate their
market values. The Company primarily utilizes ahcasanagement system with a series of separate miscoonsisting of lockbox accou
for receiving cash, concentration accounts fundsmoved to, and several “zero-balanc#sbursement accounts for funding of pay
accounts payable and grower payments. As a resthedCompany's cash management system, checlexdidsut not presented to the be
for payment, may create negative book cash balafidesse negative book cash balances are includédde accounts payable and o
current liabilities. Checks outstanding in exceksetated book cash balances totaled approxim&246 million at September 30, 2006,

$332 million at October 1, 2005.

Accounts ReceivableThe Company records trade accounts receivabletaeakzable value. This value includes an appadprallowanc
for estimated uncollectible accounts to reflect &oss anticipated on the trade accounts receiviadliences and charged to the provisior
doubtful accounts. The Company calculates thisnalace based on a history of writéfs, level of past due accounts and relationshijls
and economic status of the customers. At SepteBhe2006, and October 1, 2005, the allowance fabtfal accounts was $8 million and
million, respectively.

Inventories: Processed products, livestock (excluding breedmd)supplies and other are valued at the lowersf (irst-in, firstout) ol
market. Livestock includes live cattle, live chickand live swine. Cost includes purchased raw nadgelive purchase costs, growout ci
(primarily feed, contract grower pay and catch &adl costs), labor and manufacturing and produotieerhead, which are related to
purchase and production of inventories. Live chickensists of broilers and breeders. Breederstatedsat cost less amortization. The ¢
associated with breeders, including breeder chifdesy and medicine, are accumulated up to the ptumtustage and amortized to bro
inventory over the productive life of the flock ngia standard unit of production.

Total inventory consists o in millions

200¢ 200¢
Processed produc $ 1,192 $ 1,21(
Livestock 571 537
Supplies and othe 294 31k
Total inventory $ 2,051 $ 2,062

Depreciation: Depreciation is provided primarily by the straidinie method using estimated lives for buildings éemsehold improvemer
of 10 to 39 years, machinery and equipment of ttoel? years and other of three to 20 years.
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Long-Lived Assets:The Company reviews the carrying value of Idivgd assets at each balance sheet date if indicafiimpairment exist
Recoverability is assessed using undiscounted tasis based on historical results and current mtayas of earnings before interest
taxes. The Company measures impairment as thesegtesrrying cost over the fair value of an asshe fair value of an asset is measi
using discounted cash flows of future operatingltsdased on a discount rate that correspond®et€dmpany's cost of capital.

Goodwill and Other Intangible Assets:Goodwill and indefinite life intangible assets aritially recorded at fair value and not amortizéed|
are reviewed for impairment at least annually orenfoequently if impairment indicators arise. Iret@ompanys assessment of goodw
management makes assumptions by segment regarsfiimgated future cash flows and other factors tcemeine the fair value of tl
respective assets. The fair value of trademarkigtisrmined using a royalty rate method based ora&d revenues by trademark. Gooc
has been allocated to and tested for impairmemépgrting unit based on fair value of identifiabisets. At September 30, 2006, and Oc
1, 2005, the accumulated amortization of goodwikv$286 million.

Amount of goodwill by segment at September 30, 2006 October 1, 2005, is as follows:

in millions

200¢ 200~

Chicken $ 92C $ 922
Beef 1,20¢ 1,19¢
Pork 322 321
Prepared Fooc 66 60
Total $ 2,512 $ 2,50z

The increase in the goodwill balance primarily ido deferred tax asset and liability adjustment12 million related to the acquisitions
previous years of Tyson Fresh Meats, Inc. (TFMmierly known as IBP, inc.) and the assets of MillBrdcessing Services.

At September 30, 2006, the gross carrying valumtaihgible assets consisted of $73 million of tradeks, $85 million of patents and ¢
million of supply contracts with accumulated ammation of $22 million and $11 million for patentadasupply contracts, respectively.
October 1, 2005, the gross carrying value of intalegassets consisted of $76 million of tradema#iés million of patents and $11 million
supply contracts with accumulated amortization 20 #illion and $10 million for patents and suppbntracts, respectively. The reductiol
the carrying value of intangible assets in fisc@D& compared to the prior year resulted from a $#8om impairment of trademarks. T
impairment was recorded in Cost of Sales in the SBlidiated Statements of Operations and includethén Prepared Foods segm
Amortization expense on combined patents and supphfracts of $3 million was recognized during dis2006 and fiscal 2005, and
million was recognized during fiscal 2004. Amortipa expense on intangible assets is estimatee ®2million for year 2007, $3 million
years 2008 and 2009, $4 million in year 2010 andnfiBon in year 2011. Patents and supply contracesamortized using the strai-line
method over their estimated period of benefit oéfio 15 years, beginning with the date the beméfitm intangible items are realized.

Investments: The Company has investments in joint ventures dhdreentities. The Company typically uses the costhod of accountir
where its voting interests are less than 20 pemedthe equity method of accounting where itsngpthterests are in excess of 20 percen
not greater than 50 percent. The Company’s undeylghare of each entity’equity is reported in the Consolidated Balanceeg&hin Othe
Assets.

The Company has investments in marketable debtifesuAs of September 30, 2006, and October 05280 and $5 million, respective
were due in one year or less and were classifiedthrer Current Assets in the Consolidated Balartoeets, and $115 million and $
million, respectively, were classified in Other Assin the Consolidated Balance Sheets, with ntasifanging from one to 30 years.
Company has determined all its marketable debtrigmsuare available-fosale investments. These investments are reportéairatalue
based on quoted market prices as of the balancg slaée, with unrealized gains and losses, ne&xfrecorded in other comprehen:
income. The amortized cost of debt securities imsteld for amortization of premiums and accretidndscounts to maturity. Su
amortization is recorded in interest income. Thet o securities sold is based on the specifictifleation method. Realized gains and los
on the sale of debt securities and declines inevpldged to be other than temporary are recordeal et basis in other income. Interest
dividends on securities classified as availablesfe are recorded in interest income.
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In the second quarter of fiscal 2006, the Compasyed $1.0 billion of new 6.60% senior unsecuregsavhich will mature on April

2016. In fiscal 2007, the Company used $750 milbbrthe proceeds for the repayment of its outstag@750 million 7.25% Notes, whi
were due October 1, 2006, and the remaining praceedte used for general corporate purposes. Thep@ays shortterm investment

September 30, 2006, includes $750 million of prdsdieom the new issuance and earnings of $20 mibio the investment. These funds v
on deposit in an interest bearing account withustére.

Asset Retirement Obligations:In the fourth quarter of fiscal 2006, the Compauwp@ted Financial Accounting Standards Board (F/
Interpretation No. 47, “Accounting for ConditionAkset Retirement Obligationsdn interpretation of FASB Statement No. 143 (FIN,
“Accounting for Asset Retirement ObligationSSKAS No. 143), which requires the fair value oaility for an asset retirement obligation
recognized in the period in which it is incurredaifreasonable estimate of fair value can be maukaasociated asset retirement cos
capitalized as part of the carrying amount of tregtlived asset. See Note 2, “Change in Accourfrigciples”of the Notes to Consolidat
Financial Statements for the impact of the adoptbRIN 47.

Accrued Self Insurance:The Company uses a combination of insurance afidnseirance mechanisms to provide for the poteritibilities
for health and welfare, workersompensation, auto liability and general liabilitgks. Liabilities associated with the risks retnby th
Company are estimated, in part, by consideringrdaxperience, demographic factors, severity facod other actuarial assumptions.

Capital Stock: The Company has two classes of capital stock, GlaSemmon Stock, $0.10 par value (Class A stock) @ass B Commc
Stock, $0.10 par value (Class B stock). Holder€laks B stock may convert such stock into Classoskson a share-foshare basis. Holde
of Class B stock are entitled to 10 votes per shahéle holders of Class A stock are entitled t@ aote per share on matters submitte
shareholders for approval. Cash dividends canngiito holders of Class B stock unless they mnelsaneously paid to holders of Clas
stock. The per share amount of the cash dividerditpeholders of Class B stock cannot exceed 90%hetash dividend simultaneously
to holders of Class A stock. The Company pays gqugrtash dividends to Class A and Class B shadehnsl The Company paid Clas:
dividends per share of $0.16 and Class B dividgmishare of $0.144 in fiscal years 2006, 200524104t

The Class B stock is considered a participatingisigcrequiring the use of the twadass method for the computation of basic earnpeg
share. The twalass computation method for each period refldatscash dividends paid for each class of stoclg fila amount of allocat
undistributed earnings computed using the partidpgpercentage which reflects the dividend rigtfteach class of stock. Basic earnings
share were computed using the telass method for all periods presented. The shafr€dlass B stock are considered to be particip
convertible securities since the shares of ClastBk are convertible on a share-frare basis into shares of Class A stock. Dilusedirg:
per share have been computed assuming the conversibe Class B shares into Class A shares dsedf¢ginning of each period.

Financial Instruments: The Company is a purchaser of certain commodisiesh as grains, livestock and natural gas in tlheseoof norms
operations. The Company uses derivative finanastriments to reduce its exposure to various maigles. Generally, contract terms ¢
hedge instrument closely mirror those of the hedtgd, providing a high degree of risk reductior aorrelation. Contracts designated
highly effective at meeting the risk reduction amdrelation criteria are recorded using hedge atitog, as defined by Statement of Finar
Accounting Standards No. 133, “Accounting for Dative Instruments and Hedging ActivitiesSKAS No. 133), as amended. If a derive
instrument is a hedge, depending on the natureeohédge, changes in the fair value of the instimal be either offset against the cha
in fair value of the hedged assets, liabilitiefion commitments through earnings or recognizedtimer comprehensive income (loss) t
the hedged item is recognized in earnings. Thecetfethe derivatives and the hedged items accduineas a hedge are recorded in co
sales. The ineffective portion of an instrumenthange in fair value will be immediately recoguizn earnings as a component of co:
sales. Instruments the Company holds as part oEksmanagement activities that do not meet titeréa for hedge accounting are marke
fair value with unrealized gains or losses repodedently in earnings. Changes in market valuelervatives used in the Compasyisk
management activities surrounding inventories ondhar anticipated purchases of inventories or sepphre recorded in cost of sa
Changes in market value of derivatives used inGbmpanys risk management activities surrounding forwaldssaontracts are recordec
sales. The Company generally does not hedge aaititigransactions beyond 12 months.

46




TYSON FOODS, INC.

Revenue Recognition:The Company recognizes revenue when title and ofsloss are transferred to customers, which is gaiyeon
delivery based on terms of sale. Revenue is rezednas the net amount estimated to be received ddtiucting estimated amounts
discounts, trade allowances and product terms.

Litigation Reserves: There are a variety of legal proceedings pendinthiatened against the Company. Accruals are dedowhen it i
probable a liability has been incurred and the amofithe liability can be reasonably estimatedelagn current law, progress of each ¢
opinions and views of legal counsel and other agisthe Company’s experience in similar matters managemers’ intended response
the litigation. These amounts, which are not disted and are exclusive of claims against thirdigsyrare adjusted periodically as assess
efforts progress or additional information beconaesilable. The Company expenses amounts for admiiimg or litigating claims ¢
incurred. Accruals for legal proceedings are ineblich Other current liabilities in the Consolidaialance Sheets.

Freight Expense:Freight expense associated with products shippedgtmmers is recognized in cost of sales.

Advertising and Promotion ExpensesAdvertising and promotion expenses are chargegéoations in the period incurred. Advertising
promotion expenses for fiscal years 2006, 20052804 were $493 million, $456 million and $465 naifli respectively.

Use of Estimates:The consolidated financial statements are preparezbnformity with accounting principles generaligcepted in tr
United States, which require management to makmatss and assumptions that affect the amountstegh@n the consolidated financ
statements and accompanying notes. Actual resulis cliffer from those estimates.

Recently Issued Accounting Standards and Regulati@n In March 2005, the FASB issued FIN 47. See NotéChange in Accountir
Principles” of the Notes to Consolidated Finan&tdtements for further discussion.

In September 2005, the Emerging Issues Task F&idd-] reached a consensus on Issue No. 04A&dunting for Purchases and Sale
Inventory with the Same Counterpartiffie issues were the circumstances under which tvweooe inventory purchase and sales transac
with the same counterparty should be viewed asglesiexchange transaction within the scope of Anting Principles Board Opinion 2
“Accounting for Nonmonetary Transactionahd circumstances under which nonmonetary exchaofgas/entory within the same line
business should be recognized at fair value. Thapgaoy adopted EITF Issue No. @38-in the third quarter of fiscal 2006. The adoptal
this Issue did not have a material impact on the@any’s consolidated financial statements.

In June 2006, the FASB issued Interpretation N¢."ABcounting for Uncertainty in Income Taxesfi interpretation of FASB Statement

109 (FIN 48). FIN 48 prescribes a recognition thadd and measurement attribute for the financitieshent recognition and measuremel
a tax position taken or expected to be taken iaxaréturn. FIN 48 also provides guidance on deneitiog, classification, interest a
penalties, accounting in interim periods, disclesand transition. FIN 48 is effective for fiscalayse beginning after December 15, 2(
therefore the Company expects to adopt FIN 48 ettbeginning of fiscal 2008. The Company is curseirtlthe process of evaluating

potential impact of FIN 48.

In September 2006, the FASB issued Statement an€ial Accounting Standards No. 157, “Fair Valueaslgrements”§FAS No. 157
SFAS No. 157 provides guidance for using fair valueneasure assets and liabilities. This standa r@sponds to investors' requests
expanded information about the extent to which camnmgs measure assets and liabilities at fair vahe information used to measure
value and the effect of fair value measurementgamings. SFAS No. 157 applies whenever other atdsdrequire (or permit) assets
liabilities to be measured at fair value. The staddloes not expand the use of fair value in amy cicumstances. SFAS No. 157 is effec
for financial statements issued for fiscal yeargitging after November 15, 2007, and interim pesiadthin those fiscal years; therefore,
Company expects to adopt SFAS No. 157 at the begjrof fiscal 2009. The Company is currently in ffrecess of evaluating the poter
impact of SFAS No. 157.

In September 2006, the FASB issued Statement aninl Accounting Standards No. 158, “Employekscounting for Defined Bene

Pension and Other Postretirement Plans, an amendh&ASB Statements No. 87, 88, 106, and 132(BFAS No. 158). SFAS No. 1
requires companies to recognize the overfundesderiunded status of a defined benefit postretirempkan as an
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asset or liability in its consolidated balance $terel to recognize changes in funded status iryéfae in which the changes occur thro
other comprehensive income. This standard alsoinexjeompanies to measure the funded status ofm g of the date of its ann
consolidated balance sheet, with limited excepti®@BAS No. 158 is effective for financial statensergsued for fiscal years ending a
December 15, 2006; therefore, the Company expedcislopt SFAS No. 158 at the end of fiscal 2007 eBam the information available
September 30, 2006, the Company expects an incieasgsets of $6 million, an increase in liabibtief $8 million and an adjustment
accumulated other comprehensive income of $2 millben it adopts SFAS No. 158.

In September 2006, the Securities and Exchange Gssion staff published Staff Accounting Bulletin NI08,“ Considering the Effects
Prior Year Misstatements in Current Year FinanSi@tements”$AB 108). SAB 108 addresses quantifying the finalnsiatement effects
misstatements, specifically, how the effects obpyiear uncorrected errors must be consideredantifying misstatements in the current y
financial statements. SAB 108 is effective for éisgears ending after November 15, 2006; thereftiee Company expects to adopt SAB
at the end of fiscal 2007. The Company is curreintihe process of evaluating the potential immd&AB 108.

NOTE 2: CHANGE IN ACCOUNTING PRINCIPLES

In December 2004, the FASB issued Statement ofnéinhAccounting Standards No. 123R, “Share-Basgghfent” SFAS No. 123R). T
pronouncement requires companies to measure aogniee compensation expense for all sHzsed payments to employees, inclu
grants of employee stock options, restricted stouk performanceased shares, in the financial statements baséukediair value at the de
of the grant. In the first quarter of fiscal 20@6e Company adopted SFAS No. 123R using the madifi@spective method. Under
modified prospective method, compensation costésgnized for all shareased payments granted after the adoption of SFASLRBR an
for all awards granted to employees prior to theptidn date of SFAS No. 123R that were unvestethenadoption date. Accordingly,
restatements were made to prior periods.

Prior to the adoption of SFAS No. 123R, the Compapplied Accounting Principles Board Opinion No, 2&ccounting for Stock Issued
Employees”in accounting for its employee stock compensatiam$ Accordingly, no compensation expense wasgrazed for its stoc
option issuances, as stock options are issuedanmittxercise price equal to the closing price attte of grant. Also, prior to the adoptior
SFAS No. 123R, the Company issued restricted saockrecorded the fair value of such awards as @&fe@rompensation amortized over
vesting period.

In March 2005, the FASB issued FIN 47, an intergiieh of SFAS No. 143. SFAS No. 143 was issuediire 2001 and requires an entit
recognize the fair value of a liability for an assstirement obligation in the period in whichstincurred if a reasonable estimate of fair v
can be made. SFAS No. 143 applies to legal obbigatassociated with the retirement of a tangibleydived asset that resulted from
acquisition, construction, development and/or themral operation of a lontjved asset. The associated asset costs are ¢zgaitals part of t
carrying amount of the long-lived asset. FIN 4ifilss the term “conditional asset retirement oatign” as used in SFAS No. 143, refers
legal obligation to perform an asset retiremenivégtin which the timing and/or method of settlemb@re conditional on a future event
may or may not be within the control of the entiyN 47 requires an entity to recognize a liabifity the fair value of a conditional as
retirement obligation if the fair value of the liity can be estimated reasonably. Uncertainty alio@ timing and/or method of settlement
conditional asset retirement obligation should &etdred into the measurement of the liability wisefficient information exists. SFAS N
143 acknowledges in some cases, sufficient infaomatnay not be available to reasonably estimatefdirevalue of an asset retirem
obligation (ARO).

The Company adopted FIN 47 in the fourth quartdiiszial 2006. In connection with the adoption, aR@ liability of $12 million, a relate
ARO asset of $3 million and a cumulative adjustndre to change in accounting principle, net ofda$5 million were recorded. The AF
liability is included in Other Liabilities and th&RO asset is included in Property, Plant and Eqeipinon the Consolidated Balance Shee
September 30, 2006.

The Companys principal conditional asset retirement obligasiaelate to the potential future closure, sale tren disposal of certa
production facilities. In connection with any suabtivity, the Company is legally obligated underieas federal, state and local laws
properly retire the related wastewater treatmecititia

The pro forma impact on earnings before cumulagiffect of change in accounting principle, the mdaearnings per share amounts an
asset retirement obligation, had FIN 47 been agpbdiscal 2005 and 2004, were not material.
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NOTE 3: OTHER CHARGES

In July 2006, the Company announced its decisiamfdement approximately $200 million in cost retlons as part of a strategy to retur
profitability. The cost reductions include staffimgsts, consulting and professional fees, salesmaarketing costs and other expen
Virtually all of the cost reduction initiatives aexpected to be completed by December 2006, witinga beginning principally in fiscal 20(
In fiscal 2006, the Company recorded charges ofeqpmately $9 million for employee termination béiteresulting from the termination
approximately 400 employee®f these charges, $4 million, $3 million, $1 milliand $1 million were included, respectively, ie Bhicker
Beef, Pork and Prepared Foods segme@igérating Income (Loss) and included in the Codsbéid Statements of Operations in G
charges. As of September 30, 2006, approximatelmni#i®n of employee termination benefits had beamd. Employee termination bene
are expected to be paid through September 200Thaderial adjustments to the accrual are anticipatekis time.

In February 2006, the Company announced its decisielose its Norfolk, Nebraska, beef processiiagtpand its West Point, Nebraska, |
slaughter plant. These facilities closed in Felr206. Production from these facilities was shiiftgimarily to the Compang’beef comple
in Dakota City, Nebraska. Combined, these two itéesdl employed approximately 1,665 employees. $edi 2006, the Company recor
charges of $38 million for estimated impairmentrges and $9 million of other closing costs. Othlsing costs include $5 million f
employee termination benefits and $4 million inestiplant closing related liabilities. These amounése reflected in the Beef segment’
Operating Income (Loss) and included in the Codstdid Statements of Operations in Other chargesofASeptember 30, 20(
approximately $5 million in employee terminationnkéts and $4 million of other plant closing relhteosts had been paid. No mate
adjustments to the total accrual are anticipataliatime. In August 2006, the Company announbeddecision to close its Boise, Idaho, |
slaughter plant and to scale back processing dpesagt its Pasco, Washington, complex. This decisesulted in the elimination
approximately 770 positions. The closure and prsiogschange occurred in October 2006 and did relrén a significant charge to 1
Company.

In January 2006, the Company announced its dectsi@tose two of its processed meats facilitiesdntheast lowa. The Independence
Oelwein plants, which produced chopped ham an@&dllancheon meats, closed in March 2006. Combittexse two facilities employ:
approximately 400 employees. Equipment from thesdities was removed and either sold or used larotyson locations, while the pla
and related property are currently offered for satefiscal 2006, the Company recorded chargesl1@ fillion for estimated impairme
charges and $1 million for employee terminationéfs. These amounts were reflected in the PrepBoedis segmers’ Operating Incon
(Loss) and included in the Consolidated Statemeht®perations in Other charges. As of September2806, the employee terminat
benefits had been paid. No material adjustmentisedotal accrual are anticipated at this time.

During fiscal 2002, the Company recorded $26 millad costs for the restructuring of its live swimgerations that consisted of $21 millior
estimated liabilities for resolution of Company igations under producer contracts and $5 milliorthier related costs associated with
restructuring, including lagoon and pit closuretscand employee termination benefits. In fiscal£0Be Company recorded an additic
reserve of $6 million for lagoon and pit closurestso These amounts were reflected in the Pork setgn®perating Income (Loss) &
included in the Consolidated Statements of Oparatio Other charges. In fiscal 2005, the Compampoanced it agreed to settle a law
that resulted from the restructuring of its liveisgvoperations. The settlement resulted in the Gompecording an additional $33 million
costs in the third quarter of fiscal 2005. Thesditimhal costs were reflected in the Pork segne@perating Income (Loss) and include
the Consolidated Statements of Operations in Qtharges. As of September 30, 2006, $49 millionaynpents to former producers and
million of other related costs have been paid. Ndemal adjustments to the total accrual are graieid at this time.

In July 2005, the Company announced its decisiomaiie improvements to one of its Forest, Missidsifgeilities, which included mo
product lines, enabling the plant to increase pectido of processed and marinated chicken. The irgmnents were made at the for
Choctaw Maid Farms location, which the Company &equin fiscal 2003. The CompargyCleveland Street Forest, Mississippi, pol
operation ceased operations in March 2006. The @agnpransferred the production and employees tondvely upgraded facilities. Tl
Cleveland Street Forest operation employed apprataly 900 employees. As a result of this decisiba,Company recorded total costs o
million for estimated impairment charges in fis@005. In fiscal 2006, the Company recorded an amofdit $2 million for estimate
impairment charges. These amounts were reflectettienChicken segmerst'Operating Income (Loss) and included in the Cliesi@c
Statements of Operations in Other charges. No mh#atjustments to the total accrual are anticipaiethis time.
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In July 2005, the Company announced its decisiariase its Bentonville, Arkansas, facility. The Bemville facility employed approximate
320 employees and produced raw and partially fieshded chicken tenders, fillets, livers and gidgaThe plant ceased operation
November 2005. The production from this facilitysstsansferred to the Compé' s Russellville, Arkansas, poultry plant, where apamsiol
enabled the facility to absorb the Bentonville lia¢is production. As a result of this decision, the @any recorded total costs of $1 mill
for estimated impairment charges and $1 millioneioployee termination benefits in fiscal 2005. Ehasounts were reflected in the Chic
segment Operating Income (Loss) and included in the Clidtested Statements of Operations in Other chargesf September 30, 20(
the employee termination benefits had been paidniterial adjustments to the total accrual arecgratied at this time.

In December 2004, the Company announced its decisiclose its Portland, Maine, facility. The Pantli operation employed approxima
285 employees and produced sliced meats and caokestl beef. The plant ceased operations Februa?p@b, and production from tl
facility was transferred to other locations. Asault of the decision, the Company recorded tataiscof $4 million which included $2 milli
of estimated impairment charges and $2 million mpkyee termination benefits. In fiscal 2005, then(any reversed approximately
million of closing related liabilities. In fiscald®6, the Company reversed approximately $1 miltiglated to employee termination bene
These amounts were reflected in the Prepared Fsegiments Operating Income (Loss) and included in the Clidested Statements
Operations in Other charges. As of September 306,20e employee termination benefits had been pNodmaterial adjustments to the ti
accrual are anticipated at this time.

In fiscal 2004, the Company implemented a contioéreby all plant facilities conduct fixed assetentories on a recurring basis. As a re
the Company recorded fixed asset wdtawn charges of approximately $21 million in fis@8l04, of which approximately $13 million v
recorded in the Chicken segment, $5 million in Brepared Foods segment, $2 million in the Beef sagrand $1 million in the Pa
segment. Additionally, the Company recorded chaajespproximately $25 million related to the impaént of various intangible assets
which $22 million was recorded in the Prepared Boseigment and $3 million was recorded in the Begfnent. The impairment chari
apply primarily to trademarks acquired in the asgign of TFM in 2001. These impairment chargeseni@cluded in Other charges on
Company’s Consolidated Statements of Operationsrasalted primarily from lower product sales undeme of the Company’regione
trademarks as products are increasingly beingsudér the Tyson trademark.

In fiscal 2004, the Company announced its decismronsolidate its manufacturing operations in dank Mississippi, into the form
Choctaw Maid Farms Carthage, Mississippi, facilithich the Company acquired in the fourth quarfefiszal 2003. The Jackson locat
employed approximately 800 employees and was drgdakility, including processing and deboning ggi®ns. As a result of this decisi
the Company recorded total costs of approximat8lynfilion in fiscal 2004 that included approximat&8 million of estimated impairme
charges and $1 million of employee termination lienerhese amounts were reflected in the Chiclegmeents Operating Income (LosS) ¢
included in the Consolidated Statements of Opearatin Other charges. The Jackson location ceasm@tigns in August 2004. The Comp.
has fully paid its estimated termination benefite. material adjustments to the total accrual ateigated at this time.

In fiscal 2003, the Company announced its decigiociose its Manchester, New Hampshire, and Augid#ane, Prepared Foods operati
to further improve londerm manufacturing efficiencies. The productionnirghese facilities was transferred to other loceioThe
Manchester operation employed approximately 550l@yeps and primarily produced sandwich meat fodfsovice customers. The AugL
facility employed approximately 170 employees anddpced hot dogs, sausages, boneless hams andirtely products. These locatic
ceased operations in fiscal 2004. As a resultisfdbcision, the Company recorded total costs dfréftlion in fiscal 2004, which included
million of costs related to closing the plants &0 million of estimated impairment charges. Thstgdor closing the plants included
million of employee termination benefits and $2lioil of other plant closing relatecbsts. These amounts were reflected in the Pre
Foods segmerg’ Operating Income (Loss) and included in the Clishsied Statements of Operations in Other charges. Company hi
fully paid its employee termination benefits anfiestplant closing costs. No material adjustmentthéototal accrual are anticipated at
time.
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NOTE 4: BSE-RELATED CHARGES

On December 23, 2003, the USDA announced a sirage of BSE had been diagnosed in a Washington &aate cow. The effect on tl
Companys Beef segment caused by that announcement, alitindghe decision of various countries to restroports of U.S. beef produc
resulted in the Company recording B&Hated pretax charges of approximately $61 milliorfiscal 2004. These charges were include
cost of sales and primarily related to the decimgalue of finished product inventory destined iiaternational markets, whether tiransit
located at the shipping ports or located within detic storage, as well as live cattle inventory apen futures positions. No mate
adjustments were made subsequent to the initiat#&&fFed accruals recorded in fiscal 2004.

NOTE 5: FINANCIAL INSTRUMENTS

The Company purchases certain commodities, sugjraass, livestock and natural gas, in the coursearsfnal operations. As part of
Companys commodity risk management activities, the Compasgs derivative financial instruments, primarijures and swaps, to red
its exposure to various market risks related tsehpurchases. Generally, contract terms of a fiahimtstrument qualifying as a hec
instrument closely mirror those of the hedged itproyiding a high degree of risk reduction and etation. Contracts designated and hit
effective at meeting the risk reduction and cotietacriteria are recorded using hedge accountihg. derivative instrument is a hed
changes in the fair value of the instrument will dféset either against the change in fair valuethef hedged assets, liabilities or f
commitments through earnings or recognized in ottenprehensive income (loss) until the hedged itemecognized in earnings. T
ineffective portion of an instrument’s change iir falue will be immediately recognized in earniragsa component of cost of sales.

The Company had derivative related balances ofiillion and $117 million recorded in other curreagsets at September 30, 2006,
October 1, 2005, respectively, and $23 million &i@5 million in other current liabilities at Septeen 30, 2006, and October 1, 2(
respectively.

Cash flow hedgesThe Company uses derivatives to moderate the fiahand commodity market risks of its business apiens. Derivativ
products, such as futures and option contractscansidered to be a hedge against changes in tberarof future cash flows related
commodities procurement. The Company also entéesimerest rate swap agreements to adjust theoptiop of total longterm debt an
leveraged equipment loans subject to variable éstenates. Under these interest rate swaps, thep@onagrees to pay a fixed rate of inte
on a notional principal amount and to receive tume an amount equal to a specified variable rétaterest for the same notional princi
amount. These interest rate swaps are considerée# ® hedge against changes in the amount of futash flows associated with
Company’s variable rate interest payments.

The effective portion of the cumulative gain ordosn the derivative instrument is reported as apmrmant of Accumulated Ott
Comprehensive Income (Loss) in Sharehold&iiity and recognized into earnings in the samég@esr periods during which the heds
transaction affects earnings (for grain commodigddes, when the chickens that consumed the hedgéd @re sold). The remaini
cumulative gain or loss on the derivative instrutrianexcess of the cumulative change in the pregehte of the future cash flows of -
hedged item, if any, is recognized in earningsrduthe period of change. Ineffectiveness relatethiéoCompanys cash flow hedges was
significant during fiscal 2006, 2005 or 2004.

Derivative products related to grain procurementhsas futures and option contracts that meet theria for hedge accounting, i
considered cash flow hedges, as they hedge agaiasiges in the amount of future cash flows reléaedommodities procurement. 1
Company does not purchase derivative productsectlat grain procurement in excess of its physicalngconsumption requirements. ~
Companys grain procurement hedging activities are forgh@n commodity purchase price only and do not beather components of gr:
cost such as basis differential and freight coste after tax losses, net of gains, recorded iuractated other comprehensive los
September 30, 2006, related to cash flow hedges $& million. These losses will be recognized itthe next 12 months. Of these los
the portion resulting from the Company’s open marknarket hedge positions was not significant as @t&aber 30, 2006. The Comp:
generally does not hedge cash flows related to cmditias beyond 12 months.

Fair value hedges:The Company designates certain futures contractairmgalue hedges of firm commitments to purchamseket hogs fc
slaughter and natural gas for the operation gblasts. From time to time, the Company also entémsforeign currency forward contracts
hedge changes in fair value of receivables andhase commitments arising from changes in the exgheates
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of foreign currencies; however, the fair value lné foreign exchange contracts was not materialf &eptember 30, 2006, and Octobe
2005. The changes in the fair value of a derivatighly effective and that is designated and gigaias a fair value hedge, along with the
or loss on the hedged asset or liability attribleab the hedged risk (including gains or lossedilon commitments), are recorded in curl
period earnings. Ineffectiveness results when tiange in the fair value of the hedge instrumerfediffrom the change in fair value of
hedged item. Ineffectiveness related to the Compdayr value hedges was not significant duringdis2006, 2005 and 2004.

During fiscal 2006, the Company discontinued the oshedge accounting for certain financial instemts in place to hedge forward ce
purchases. Hedge accounting was discontinued toder@ natural offset to the gains and losses tiagurom the Company derivatives tie
to its forward fixed price sales of boxed beeftlas activity does not qualify for SFAS No. 133 gedaccounting. The contracts for wt
hedge accounting was discontinued had a fair vafuspproximately $28 million at the date hedge actimg was discontinued. The
million primarily was recognized as a componentast of sales in the second quarter of fiscal 2006.

Undesignated positionsThe Company holds positions as part of its risk agament activities, primarily certain grains, liteeek and natur:
gas futures, for which it does not apply hedge anting, but instead marks these positions to falue through earnings at each repol
date. Changes in market value of derivatives usetle Company risk management activities surrounding invensooie hand or anticipat
purchases of inventories or supplies are recordedost of sales. Changes in market value of déviestused in the Comparsyrisk
management activities surrounding forward salegraots are recorded in sales. The Company genestaly not enter into undesigne
positions beyond 12 months. The Company recogrpeei@x net gains of approximately $8 million, $2liom and $58 million in cost of sal
for fiscal 2006, 2005 and 2004, respectively, egldb grain positions for which it did not applydge accounting.

The Company enters into certain forward sales aetdeef and boxed pork and forward purchasestté i fixed prices. The fixed pri
sales contracts lock in the proceeds from a salaénfuture and the fixed cattle purchases lockhi cost of raw material in the futL
although the cost of the livestock and the reldtexked beef and pork market prices at the time ®ftide or purchase will vary from this fi
price. Therefore, as fixed forward sales and fodyaurchases of cattle are entered into, the Complswyenters into the appropriate nun
of livestock futures positions. Changes in marlkatig of the open livestock futures positions areketo market and reported in earning
each reporting date, even though the economic ingfabe Companys fixed prices being above or below the marketepisconly realized .
the time of sale or purchase. In connection wiséhlivestock futures, the Company recorded rehbrel unrealized net losses of $54 mil
in fiscal 2006, which included an unrealized pretags on open mark-taarket futures positions of approximately $12 millias o
September 30, 2006. Included in the net lossesoalf2006, are net gains of $28 million recordedsequent to the removal of certain
value designations described above. The Comparyded realized and unrealized net losses of $9amitind realized and unrealized
gains of $33 million in fiscal 2005 and 2004, retpesly, related to livestock futures positions.

Fair Values of Financial Instrument Liabilities:

in millions

200¢ 200¢

Commodity derivative positior $ 12 $ 7
Interes-rate derivative positior - 1
Total debt 4,094 3,23:

Fair values are based on quoted market pricesliisped forward interest rate and natural gas cur@arrying values for derivative positic
equal the fair values as of September 30, 2006,Gtdber 1, 2005, and the carrying values of tdeddt were $4.0 billion and $3.0 billic
respectively. All other financial instruments’ faialues approximate recorded values at Septemh@088, and October 1, 2005.
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Concentrations of Credit Risk: The Company's financial instruments exposed to eoinations of credit risk consist primarily of c
equivalents, short-term investments and trade vabéds. The Company's cash equivalents and shiont-investments are in high qua
securities placed with major banks and financiatiiations. Concentrations of credit risk with respto receivables are limited due to
large number of customers and their dispersionsscgeographic areas. The Company performs peravddit evaluations of its custome
financial condition and generally does not requicdlateral. At September 30, 2006, and October (052 approximately 13.0% of t
Companys net accounts receivable balance was due frontastemer. No other single customer or customergrepresents greater tt
10% of net accounts receivable.

NOTE 6: PROPERTY, PLANT AND EQUIPMENT

The major categories of property, plant and equiira@d accumulated depreciation at cost, at Semes) 2006, and October 1, 2005,
as follows:

in millions

200¢ 200t

Land $ 114 $ 113
Building and leasehold improvemel 2,45: 2,33¢
Machinery and equipme 4,27( 4,01t
Land improvements and oth 20z 19t
Buildings and equipment under construct 27¢ 407
7,31¢ 7,06¢

Less accumulated depreciati 3,37z 3,06z
Net property, plant and equipme $ 3,94 $ 4,007

The Companys total depreciation expense was $481 million, $465on and $458 million in fiscal 2006, 2005 a@@04, respectively. Tl
Company capitalized interest costs of $8 millio,rillion and $3 million in fiscal 2006, 2005 an@@, respectively, as part of the cos
major asset construction projects. Approximatel@Zillion will be required to complete constructiprojects in progress at Septembel
2006.

NOTE 7: OTHER CURRENT LIABILITIES

Other current liabilities at September 30, 200@] @atober 1, 2005, include:

in millions

200¢ 200¢

Accrued salaries, wages and bene $ 28C $ 26¢
Selfinsurance reserve 265 252
Income taxes payab - 18z
Other 367 36€
Total other current liabilitie $ 912 $ 1,07(C

NOTE 8: COMMITMENTS

The Company leases equipment, properties and éatiains for which the total rentals approximated&imnillion in fiscal 2006, $116 millic
in fiscal 2005 and $111 million in fiscal 2004. Mdsases have terms ranging from one to seven yatrvarying renewal periods. The m
significant obligations assumed under the ternthefeases are the upkeep of the facilities andhpays of insurance and property taxes.

Minimum lease commitments under ncancelable leases at September 30, 2006, totalg® $#lion composed of $87 million for fisc

2007, $59 million for fiscal 2008, $39 million fiscal 2009, $23 million for fiscal 2010, $14 md for fiscal 2011 and $17 million for la
years.
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The Company guarantees debt of outside third anbich involve a lease and grower loans, all bicl are substantially collateralized
the underlying assets. Terms of the underlying dabge from two to nine years, and the maximumrg@kamount of future payments as
September 30, 2006, was $79 million. The Compasg alaintains operating leases for various typesqofpment, some of which cont
residual value guarantees for the market valuesséta at the end of the term of the lease. Thestefrthe lease maturities range from or
seven years. The maximum potential amount of tkelwal value guarantees is approximately $110 aonijliof which approximately $.
million would be recoverable through various re@euprovisions and an undeterminable recoverablaianimsed on the fair market valut
the underlying leased assets. The likelihood ofemiat payments under these guarantees is not aesigrobable. At September 30, 2!
and October 1, 2005, no liabilities for guaranteese recorded.

Additionally, the Company enters into future pusbaommitments for various items such as graimesiock and natural gas contracts
September 30, 2006, these commitments totaled 8H6n, composed of $319 million for fiscal 20086 million for fiscal 2008, $5 millio
for fiscal 2009, $5 million for fiscal 2010, $2 idin for fiscal 2011 and $2 million for later years

NOTE 9: LONG-TERM DEBT

The Company has an unsecured revolving creditifia¢dtaling $1.0 billion that supports the Companghortterm funding needs and lett
of credit. The facility expires in September 20This agreement was amended on July 27, 2006, wigidhced the availability of tl
unsecured revolving credit facility. See below forther description. At September 30, 2006, the Gany had outstanding letters of cn
totaling approximately $203 million issued primgrih support of workers' compensation insuranceyams and derivative activities. Th
were no draw downs under these letters of creditegtember 30, 2006. At September 30, 2006, andb@ctl, 2005, there were no amo!
drawn under the revolving credit facility. The arded agreement allows for maximum availability unther revolving credit facility of 50'
of inventory, reduced by letters of credit issuad amounts outstanding under its term loan. Theuamavailable as of September 30, 2
was $481 million.

The Company has a receivables purchase agreentbrtwee copurchasers to sell up to $750 million of trade hemlgles. These agreeme
were restructured and extended in the fourth quaftéscal 2006 and now consist of $375 milliorpaing in August 2007 and $375 milli
expiring in August 2009. The receivables purchageament has been accounted for as a borrowinghaadan interest rate based
commercial paper issued by the co-purchasers. Uthieragreement, substantially all of the Compamtcounts receivable are sold
special purpose entity, Tyson Receivables Corpmmafif RC), which is a whollypwned consolidated subsidiary of the Company. TRé€
separate creditors who are entitled to be satisfigtdof all of the assets of TRC prior to any vahecoming available to the Compan
TRC'’s equity holder. At September 30, 2006, there Wwa&3bmillion outstanding under the receivables pase agreement expiring in Aug
2007 and $79.5 million under the agreement expiimdugust 2009, while at October 1, 2005, thereemeo amounts drawn under
receivables purchase agreement.

In the second quarter of fiscal 2006, the Compaayed $1.0 billion of new senior unsecured notésclwwill mature on April 1, 2016 (20
Notes). The 2016 Notes carried an initial 6.60%ri@st rate, with interest payments due -annually on April 1 and October 1. In fis
2007, the Company used $750 million of the procéedthe repayment of its outstanding $750 millia25% Notes due October 1, 2006.
remaining proceeds were used for general corpquagoses. The Company’s shtetm investment at September 30, 2006, included
million of proceeds from this new issuance and iegs)of $20 million on the investment. The $750lioil was deposited in an inter
bearing account with a trustee, and is classifie8lort-term investment on the September 30, 2006solidated Balance Sheets.

On July 24, 2006, Moody’s Investors Services, Moody’s) downgraded the Compasyctredit rating applicable to its 2016 Notes f
“Baa3” to “Bal.” This downgrade increased the interest rate on @ié Rotes from 6.60% to 6.85%, effective on thstfitay of the intere
period during which the rating change required djustiment to the interest rate (i.e., the issuasfdde 2016 Notes). This downgrade '
increase annual interest expense and related yesgsdsoximately $5 million, including $2.5 millioelated to the 2016 Notes.

On July 31, 2006, Standard & Poor’s (S&P) also dgrnaded the Company’s credit rating applicable 802816 Notes from “BBB” to “BBB-

. This downgrade did not result in an increase inititerest rate on the 2016 Notes, nor did it resulin increase in interest expens
related fees for other debt.
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On September 18, 2006, TFM, a whotlyned subsidiary of the Company, guaranteed thé Rlites. This guarantee does not extend t
other unsecured senior notes of the Company. Maodgtl S&P did not change the July 2006 credit gatiapplicable to the 2016 Not
However, Moody’s issued a new credit rating of “Ba@hd S&P issued a new credit rating of “BBrelated to the other unsecured se
notes not guaranteed by TFM. These new ratingsdidmpact the interest rate applicable to the 28ées. However, other interest expe
and related fees for other debt increased by kess$3 million.

The revolving credit facility, senior notes, teroah and accounts receivable securitization conaiious covenants, the more restrictiv
which contain maximum allowed leverage ratios amti@imum required interest coverage ratio.

On July 27, 2006, the Company entered into a tinéndment to its five-year credit revolving fagilénd the thregear term loan facility ¢
its subsidiary, Lakeside Farm Industries, Ltd. Ehesnendments modified the minimum required intecesterage ratio, temporar
suspended the maximum allowed leverage ratios mpiemented temporary minimum consolidated EBITDAuieements. The Compa
was in compliance with all of such covenants atdiyear end.

In connection with these amendments, the Compawgddability under its unsecured revolving creditifity decreased, and if the Compasiy’
credit rating is further downgraded, prior to thedicery of the second quarter fiscal 2007 compleanertificate, the Company is require:
have certain subsidiaries guarantee the revolvieditfacility and term loan.

Long-term debt consists of the following:

in millions

Maturity 200¢ 200¢

Revolving credit facility 201C % - $ -
Senior notes (rates ranging from 6.13% to 8.2 2006-202¢ 3,38¢ 2,52¢
Term loan (6.36% effective rate at 9/30/ 200¢ 34E 34k
Accounts receivable securitization (5.98% effectiate at 9/30/06 2007, 200 15¢ -
Institutional note: - 10
Leveraged equipment loans (rates ranging from 4.6¥%636%) 2007+200¢ 38 64
Other Various 49 47
Total debt 3,97¢ 2,99t
Less current det 99z 12€
Total lon¢-term deb $ 2,987 $ 2,86¢

Under the terms of the leveraged equipment lodesCompany had cash deposits totaling approxim&@bymillion and $52 million, whic
were included on the Consolidated Balance Shee®ther Assets at September 30, 2006, and Octok2d(0B. Under these leveraged |
agreements, the Company entered into interestvedp agreements to effectively lock in a fixed ieg rate for these borrowings.

Annual maturities of long-term debt for the fivesdal years subsequent to September 30, 2006, @&:-$92 million; 2008-$9 million;
2009-$435 million; 2010-$236 million; 2011-$1 milfi.

The Company has fully and unconditionally guaraat§875 million of senior notes issued by TFM, a howned subsidiary of tl
Company. Additionally, the Company has fully anccamditionally guaranteed $345 million related tdeam loan facility borrowed t
Lakeside Farm Industries, Ltd., a wholly-owned sdilasy of the Company.

TFM, a wholly-owned subsidiary of the Company, liaky and unconditionally guaranteed the Compan2016 Notes. The followir
condensed consolidating financial information isyided for the Company, as issuer, and for TFMjwrantor, as an alternative to provic
separate financial statements for the guarantor.

The following financial information presents conded consolidating financial statements, which ideltiyson Foods, Inc. (TFI Parent);

Tyson Fresh Meats, Inc. (TFM Parent); the Non-GuiaraSubsidiaries on a combined basis; the elirtnagntries necessary to consolidate
the TFI Parent, TFM Parent and the Non-Guarantbsisiiaries; and Tyson Foods, Inc. on a consolidbsesis.
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Condensed Consolidating Statement of Operationthéoyear ended September 30, 2 in millions
Non-Guaranta
TFI Paren TFM Paren Subsidiarie  Eliminations Total
Net Sale: $ - $ 14227 $ 12,067 $ (735, $ 25,559
Cost of Sale: 3 14,206 11,157 (735 24,631
3) 21 910 - 928
Operating Expense
Selling, general and administrati 130 201 604 - 935
Other charge - 51 19 - 70
Operating Income (Los! (133 (231 287 - (77)
Other (Income) Expens
Interest expense, n 192 35 11 - 238
Other, ne ) €)) (16) - (22)
Equity in net earnings of subsidiari (14) (13) - 27 -
175 19 (5) 27 216
Income (Loss) before Income Tax (308 (250 292 (27) (293
Income Tax Expense (Benei (112 (92) 102 - (102)
Net Income (Loss) before Cumulative Effi
of Change in Accounting Princip (196, (158; 190 27) (191
Cumulative Effect of Change in Accounti
Principle, Net of Tay - (1) (4) - (5)
Net Income (Loss $ (196, % (159, $ 186 $ 27) % (196
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Condensed Consolidating Statement of Income foyéae ended October 1, 20 in millions
Non-Guaranta
TFI Paren TFM Paren Subsidiarie  Eliminations Total
Net Sale: $ 429 14,009 $ 26,014
Cost of Sale: 85 13,883 24,294
344 126 1,720
Operating Expense

Selling, general and administrati 119 154 928
Other charge - - 47
Operating Income (Los! 225 (28) 745

Other (Income) Expens
Interest expense, n 170 38 227
Other, ne Q) a7 (20)
Equity in net earnings of subsidiari (333 (175) -
(164) (154) 217
Income (Loss) before Income Tax 389 126 528
Income Tax Expense (Benei 17 (15) 156
Net Income (Loss $ 372 141 372
Condensed Consolidating Statement of Income foy#ae ended October 2, 20 in millions

Non-Guaranta
TFI Paren TFM Paren Subsidiarie  Eliminations Total
Net Sale: $ 329 14,240 26,44
Cost of Sale: (45) 13,970 24,55¢
374 270 1,88:
Operating Expense

Selling, general and administrati 75 154 88C
Other charge - - 86
Operating Incom: 299 116 917

Other (Income) Expens
Interest expense, n 201 37 27¢
Other, ne - 2) 7
Equity in net earnings of subsidiari (341 (128 -
(140 (93) 282
Income (Loss) before Income Tax 439 209 63E
Income Tax Expens 36 29 232
Net Income (Loss $ 403 180 403
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Condensed Consolidating Balance Sheet as of Septe3fih200¢ in millions
Non-Guaranta
TFI Paren TFM Paren Subsidiarie  Eliminations Total

Assets
Current Assets

Cash and cash equivale $ 2 3 1 25 $ - 8 28

Shor-term investmen 77C - - - 77C

Accounts receivable, n 3 21¢ 1,562 (601, 1,18:

Inventories - 611 1,44¢ - 2,057

Other current asse 37 79 84 (51) 14¢
Total Current Asset 812 91C 3,117 (652 4,18
Net Property, Plant and Equipme 93 1,12C 2,732 - 3,94
Goodwill - 1,52¢ 98¢€ - 2,51z
Intangible Asset - 60 76 - 13€
Other Asset: 177 12¢ 11€ (81) 341
Investment in subsidiarie 7,89¢ 944 - (8,843 -
Total Asset: $ 8981 § 4,68¢ 7,027 $ (9576 $ 11,12:
Liabilities and Shareholders Equity
Current Liabilities:

Current deb $ 851 $ 12t 16 $ - $ 992

Trade accounts payak 20C 303 43¢ - 942

Other current liabilitie: 912 15z 49¢ (652 912
Total Current Liabilities 1,96: 581 954 (652 2,84¢
Long-Term Debt 2,371 257 35¢ - 2,987
Deferred Income Taxe - 17¢ 39¢ (81) 49t
Other Liabilities 207 80 66 - 358
Shareholde’ Equity 4,44(C 3,59:¢ 5,25( (8,843 4,44(
Total Liabilities and Sharehold¢ Equity $ 8981 % 4,68¢ 7,027 $ (9576 $ 11,12:
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Condensed Consolidating Balance Sheet as of Ocigl2f05 in millions
Non-Guaranta
TFI Paren TFM Paren Subsidiarie  Eliminations Total

Assets
Current Assets

Cash and cash equivale $ 6 $ 1 3 33 $ - 8 40

Accounts receivable, n 22 422 1,94t (1,175 1,214

Inventories - 574 1,48¢ - 2,062

Other current asse 91 47 46 (15) 16¢
Total Current Asset 11¢ 1,044 3,512 (1,290 3,48¢
Net Property, Plant and Equipme¢ 14 1,154 2,83¢ - 4,007
Goodwill - 1,52( 982 - 2,502
Intangible Asset - 62 80 - 14z
Other Asset: 12¢ 98 14z - 36¢
Investment in subsidiarie 8,19¢ 94k - (9,144 -
Total Asset: $ 8,46(  $ 482: $ 7,555 $ (10,334 $ 10,50¢
Liabilities and Shareholders Equity
Current Liabilities:

Current deb $ € 3 87 $ 3 $ - $ 12¢

Trade accounts payak 127 24E 58¢ - 961

Other current liabilitie: 1,487 55 71€ (1,290 1,07C
Total Current Liabilities 1,65(C 387 1,31(C (1,290 2,157
Long-Term Debti 2,10¢ 40z 361 - 2,86¢
Deferred Income Taxe 4 187 447 - 63¢
Other Liabilities 29 74 66 - 16¢
Shareholde’ Equity 4,671 3,77 5,371 (9,144 4,671
Total Liabilities and Sharehold¢ Equity $ 8460 3 482: % 7,555 $ (10,334 $ 10,50¢
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Condensed Consolidating Statement of Cash Flowth&year ended September 30, 2 in millions
Non-Guaranta

TFl Paren  TEM Paren Subsidiarie Eliminations Total

Cash Flows From Operating Activitie
Net income (loss $ (196, $ (159, $ 186 $ 27) $ (199
Depreciation and amortizatic 33 138 346 - 517
Plant closing related charg - 38 13 - 51
Impairment and writ-down of asset - 3 15 - 18
Equity in net earnings of subsidiari (14) (13) - 27 -
Dividends receive! 60 - - (60) -

Cumulative effect of change in account

Principle, before ta - 2 7 - 9
Deferred taxes and other 9 (46) (114 - (151)
Net changes in working capit 210 111 (282 - 39
Cash Provided by Operating Activiti 102 74 171 (60) 287

Cash Flows From Investing Activitie
Additions to property, plant and equipment (81) (153) (297 - (531)
Purchases of marketable securities (750) - (191 - (941)
Proceeds of marketable securil - - 214 - 214
Other, ne 29 (15) 20 - 34
Cash Used for Investing Activitie (802 (168 (254 - (1,224

Cash Flows From Financing Activitie
Payments of debt, net 95 (101) ) - (8)
Net proceeds from borrowings of de 992 - - - 992
Purchase of treasury shares (42) - - - (42)
Dividends (55) - (60) 60 (55)
Stock options exercised and ot 32 (6) 16 - 42
Net change in intercompany balan (326 201 125 - -
Cash Provided by Financing Activiti 696 94 79 60 92¢
Effect of Exchange Rate Change on C - - (4) - (4)
Decrease in Cash and Cash Equivalents (4) - (8) - (12)
Cash and Cash Equivalents at Beginning of ® 6 1 33 - 40
Cash and Cash Equivalents at End of } $ 2 % 1 $ 25 $ - $ 28
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Condensed Consolidating Statement of Cash Flowthé&year ended October 1, 2( in millions
Non-Guaranta

TFI Paren  TFM Paren Subsidiarie Eliminations Total

Cash Flows From Operating Activitie
Net income (loss $ 372 % 141 $ 367 $ (508, $ 372
Depreciation and amortizatic 33 130 338 - 501
Plant closing related charg - - 10 - 10
Impairment and writ-down of asset 3 - 22 - 25
Equity in net earnings of subsidiari (333 (175 - 508 -
Deferred taxes and other, 1 (49) 1 47 - (95)
Net changes in working capit 59 (81) 208 - 186
Cash Provided by Operating Activiti 85 16 898 - 999

Cash Flows From Investing Activitie
Additions to property, plant and equipmi €)) (124, (444, - (571
Purchases of marketable securi - - (543 - (543
Proceeds of marketable securil - - 504 - 504
Other, ne (A7) 5 61 - 49
Cash Used for Investing Activitie (20) (119 (422 - (561

Cash Flows From Financing Activitie
Payments of debt, n (709 - (11) - (720
Net proceeds from borrowings of d¢ - - 353 358
Purchase of treasury sha (45) - - - (45)
Dividends (55) - - - (55)
Stock options exercised and ot 21 3 - - 24
Net change in intercompany balan 723 95 (818 - -
Cash Provided by (Used for) Financing Activit (65) 98 (476, - (443
Effect of Exchange Rate Change on C - - 12 - 12
Increase (Decrease) in Cash and Cash Equive - (5) 12 - 7
Cash and Cash Equivalents at Beginning of ® 6 6 21 - 33
Cash and Cash Equivalents at End of \ $ 6 $ 1 8 33 $ - $ 40
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Condensed Consolidating Statement of Cash Flowthé&year ended October 2, 2( in millions
Non-Guaranta

TFI Paren  TFM Paren Subsidiarie Eliminations Total

Cash Flows From Operating Activitie
Net income (loss $ 403 $ 180 $ 289 $ (469, $ 403
Depreciation and amortizatic 24 129 337 - 490
Plant closing related charg - - 28 - 28
Impairment and writ-down of asset - 1 45 - 46
Equity in net earnings of subsidiari (341, (128 - 469 -
Deferred taxes and oth 5 3 4 - 12
Net changes in working capit (68) (64) 85 - (47)
Cash Provided by Operating Activiti 23 121 788 - 932

Cash Flows From Investing Activitie
Additions to property, plant and equipmi (1) (142 (343 - (486)
Purchases of marketable securi - - (99) - (99)
Other, ne 32 4 (51) - (15)
Cash Provided by (Used for) Investing Activit 31 (138 (493 - (600

Cash Flows From Financing Activitie
Payments of debt, n (212 (25) (5) - (242
Purchase of treasury sha (72) - - - (72)
Dividends (55) - - - (55)
Stock options exercised and otl 42 2 Q) - 43
Net change in intercompany balan 244 41 (285 - -
Cash Provided by (Used for) Financing Activit (53) 18 (291 - (326
Effect of Exchange Rate Change on C - - 2 - 2
Increase in Cash and Cash Equivals 1 1 6 - 8
Cash and Cash Equivalents at Beginning of ® 5 5 15 - 25
Cash and Cash Equivalents at End of \ $ 6 $ 6 $ 21 $ - $ 33
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NOTE 10: COMPREHENSIVE INCOME (LOSS)

The components of accumulated other comprehensogarie are as follows:

in millions
200¢ 200t
Accumulated other comprehensive incol
Currency translation adjustme $ 38 $ 44
Unrealized net hedging losses, net of taxes (6) (10)
Unrealized net loss on investment, net of taxes - 1)
Minimum pension liability adjustment, net of taxes (15) (5)
Total accumulated other comprehensive inct $ 17 $ 28
The components of other comprehensive income (kresas follows:
in millions
Before Ta: Income Ta After Tax
Fiscal 2006
Currency translation adjustment $ 6) $ - % (6)
Pension unrealized loss (16) 6 (10)
Investments unrealized gé 1 1
Net hedging gail 1 - 1
Net hedging loss reclassified to income statement 6 (3) 3
Other comprehensive loss — 2006 $ (14) $ 3 $ (11)
Fiscal 2005
Currency translation adjustme $ 23 3 - $ 23
Pension unrealized loss (2) 1 (1)
Investments unrealized loss (3) 1 2
Net hedging loss (1) - (1)
Net hedging loss reclassified to income statement 34 (13) 21
Other comprehensive income — 2005 $ 51 $ (1) $ 40
Fiscal 2004
Currency translation adjustme $ 23 $ - $ 23
Pension unrealized gain 2 (1) 1
Net hedging gain 31 (12) 19
Net hedging gain reclassified to income statement (66) 26 (40)
Other comprehensive income (loss) — 2004 $ (10) $ 13 $ 3
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NOTE 11: STOCK-BASED COMPENSATION

In the first quarter of fiscal 2006, the Companypateéd SFAS No. 123R using the modified prospectivethod. Under the modifis
prospective method, compensation cost is recogrfizedll sharebased payments granted after the adoption of SFASIR3R and for ¢
awards granted to employees prior to the adoptiate @f SFAS No. 123R that were unvested on the tamoplate. Accordingly, r
restatements were made to prior periods.

Prior to the adoption of SFAS No. 123R, the Compapplied Accounting Principles Board Opinion No, 2&ccounting for Stock Issued
Employees”in accounting for its employee stock compensati@mg Accordingly, no compensation expense wasgrdzed for its stoc
option issuances, as stock options are issuedanmittxercise price equal to the closing price attte of grant. Also, prior to the adoptior
SFAS No. 123R, the Company issued restricted saockrecorded the fair value of such awards as @&fe@rompensation amortized over
vesting period. Had compensation expense for thel@me stock compensation plans been determineedbas the fair value method
accounting for the Company’s stock compensationgéccording to FASB Statement No. 123, “AccounforgStock-Based Compensation,”
the tax-effected impact would be as follows:

in millions, except per share d

200~ 200¢
Net income, as reporte $ 372 $ 403
Stocl-based employee compensation expense included inamhe, net of ta 15 10
Total stocl-based employee compensation expense determined fair
value based method for all awards, net of tax (22) (16)
Pro forma net incom $ 365 $ 397
Earnings per shal
As reportec
Class A Basic $ 1.11 % 1.20
Class B Basii $ 1.00 $ 1.08
Diluted $ 1.04 $ 1.13
Pro forma
Class A Basic $ 1.09 $ 1.18
Class B Basit $ 098 $ 1.06
Diluted $ 1.02 $ 1.11

The Company issues shares under its sbaded compensation plans by issuing Class A stachk freasury. The total number of shi
available for future grant under the Tyson Foods, P0O00 Stock Incentive Plan (Incentive Plan) Ww&$509,585 at September 30, 2(
however, the Board of Directors has submitted g@sal to shareholders, which will be voted on at2B07 annual meeting, to increase
authorized shares under the Stock Incentive Plaz0hyillion.

Stock Options
Shareholders approved the Incentive Plan in Jar2@0¢. The Incentive Plan is administered by then@ensation Committee of the Boarc

Directors (Compensation Committee). The IncentilamPncludes provisions for granting incentive gt@ptions for shares of Class A st
at a price not less than the fair market valuéhatdate of grant. Nonqualified stock options mayghksnted at a price equal to, less tha
more than the fair market value of Class A stocklmdate the option is granted. Stock optionder the Incentive Plan generally bec
exercisable ratably over two to five years from da¢e of grant and must be exercised within 10s/&am the date of grant. The Company’
policy is to recognize compensation expense onaggbt-line basis over the requisite service pefadhe entire award.
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Weighted Averag Aggregat

Weighted Averag Remaininy Intrinsic

Shares Und Exercise Pric Contractue Value

Optior Per Shar Life (in Years (in millions)
Outstanding, October 1, 2005 17,343,29 $ 12.9:
Exercisec (2,259,82) 10.6(C
Cancelec (1,077,27) 14.4:
Granted 3,695,72i 16.3¢

Outstanding, September 30, 2006 17,701,91 13.7¢ 6.C $43

Exercisable, September 30, 2006 10,054,89 $ 13.1( 4.k $32

The weighted-average gradi#te fair value of options granted during the fipsarter of fiscal 2006 was $6.86. No options wgrented durin
the second, third or fourth quarters of fiscal 20De fair value of each option grant is establisbe the date of grant using the Blg8&hole
optionjpricing model for grants awarded prior to OctobeP005, and a binomial lattice method for grantau@ed subsequent to Octobe
2005. The change to the binomial lattice method masle to better reflect the exercise behavior pfrtmnagement. The Company
historical volatility for a period of time compateakto the expected life of the option to determiuadatility assumptions. Riskee interes
rates are based on the fiyear Treasury bond rate. Weighted average assumspi® of September 30, 2006, used in the fair \aimilatior
are outlined in the following table.

Weighted average expected | 5.9 year
Weighted average ri-free interest rat 3.70%
Range of ris-free interest rate 2.€-4.8%
Weighted average expected volatil 37.83¥%
Range of expected volatili 35.2-40.1%
Expected dividend yiel 1.23%

The Company recognized stobksed compensation expense related to stock optieh®f income taxes, of $9 million during fis@06
with a $5 million related tax benefit. The Compdrad 3.3 million options vest in fiscal 2006, witlfiaér value of $16 million.

In fiscal 2006, the Company received cash of $28anifor the exercise of stock options. The retatax benefit realized from stock optis
exercised during the year ended September 30, 2086 ,$4 million. The total intrinsic value of opt® exercised in fiscal 2006, was !
million. Prior to the adoption of SFAS No. 123Ret@ompany classified the tax benefits of deducti@ssilting from the exercise of stc
options as Cash Flows from Operating Activitiestiie Consolidated Statements of Cash Flows. SFAS188R requires the cash flo
resulting from tax deductions in excess of the censation cost of those options (excess tax dedigtim be classified as financing ¢
flows. The Company realized $4 million in excessdaductions during fiscal 2006. As of September2B®6, the Company had $38 mill
of total unrecognized compensation cost relatesidok option plans that will be recognized overeaghted average period of 2.2 years.

Restricted Stock

The Company issues restricted stock at the maieevas of the date of grant, with restrictionsieng over periods through July 1, 20
Unearned compensation is recognized over the geptrniod for the particular grant using a strailyi-method.
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Weighted Averag Aggregat

Weighted Averag Remaininy Intrinsic

Number o Gran-Date Fai Contractue Value

Share Value Per Sha Life (in Years (in millions)
Nonvested, October 1, 20 9,126,651 $ 12.4:
Granted 1,007,61. 15.7¢
Dividends 100,02! 14.92
Vested (440,78¢) 12.15
Forfeited (305,527 14.5:

Nonvested, September 30, 2( 9,487,98! 12.7¢ 1.5 $151

As of September 30, 2006, the Company had $42amibf total unrecognized compensation cost relededstricted stock awards that will
recognized over a weighted average period of labsye

The Company recognized stobksed compensation expense related to restriateld, stet of income taxes, of $15 million, $15 naitlianc
$10 million for years 2006, 2005 and 2004, respebti The related tax benefit for years 2006, 2808 2004 was $9 million, $9 million a
$6 million, respectively.

Performanceébased Shares

In July 2003, the Compensation Committee authorinedCompany to award performance-based shardseo€ompanys Class A stoc
having an initial maximum aggregate value of $4ionlon the date of each award to certain seniecetive officers on the first business
of each of the Company2004, 2005 and 2006 fiscal years. In August 20abSeptember 2004, the Compensation Committeerdagd th
expansion of the fiscal 2006 and fiscal 2005 awadodinclude additional senior officers. The expansi increased the initial maximi
aggregate value by $3 million and $2 million foetR006 and 2005 grants, respectively. The vestirigeoperformancéased shares for t
2004 and 2005 awards is over three years, andasting of the 2006 award is over two and ba#-to three years (the Vesting Period), ¢
award being subject to the attainment of Compargisgdetermined by the Compensation Committee padhe date of the award. T
Company reviews progress toward the attainmentoofifiany goals each quarter during the Vesting Pefibd attainment of Company gc
can be determined only at the end of the VestirgpBelf the shares vest, the ultimate cost toGeenpany will be equal to the Class A st
price on the date the shares vest times the nuoflsrares awarded for all performance grants witlerothan market criteria. For grants v
market performance criteria, the ultimate cost wél the fair value of the probable shares to vegamdless if the shares actually vest. 1
expense recorded under SFAS No. 123R related forpance-based shares is approximately $1 milliofiscal 2006.

NOTE 12: PENSIONS AND OTHER POSTRETIREMENT BENEFITS

The Company has both funded and unfunded noncaitrip defined benefit pension plans covering spegifoups of employees. Two pl:
provide benefits based on a formula using yeaseofice and a specified benefit rate. Effectiveuday 1, 2004, the Company implement
new defined benefit plan for certain contractedceffs that uses a formula based on years of seavidefinal average salary. Additiona
two of the Company subsidiaries have frozen plans, whereby no neticipants will be added and no future benefitsl wé earned. Tt
Company also has other postretirement benefit dlamshich substantially all of its employees mageive benefits if they satisfy applica
eligibility criteria. The postretirement healthegrlans are contributory with participants' conttibns adjusted when deemed necessary.

The Company has defined contribution retirement anteintive benefit programs for various groups afimany personnel. Compe
contributions totaled $55 million, $56 million ag85 million in fiscal 2006, 2005 and 2004, respeii.
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The Company uses a September 30 measurement daits fiefined benefit plans and one postretirentartlical plan and a July
measurement date for its remaining postretiremesdical plans. The Company generally recognizeseffeet of actuarial gains and los

into earnings immediately rather than amortizing efffect over future periods.

Other postretirement benefits include postretiremeedical costs and life insurance.

Benefit obligations and funded status

The following table provides a reconciliation oktbhanges in the plans' benefit obligations, assaisfunded status as of fiscal year ¢

September 30, 2006, and October 1, 2005:

in millions
Pension Benefit Other Postretirement Benef
200¢ 200¢ 200¢ 200¢
Change in benefit obligatic
Benefit obligation at beginning of ye $ 107 77 $ 60 $ 66
Service cost 6 1 )
Interest cost 6 4 4
Plan participants’ contributions ) ) 5 4
Addition of subsidiary plan 1 18 : _
Amendments - - ©) 9)
Actuarial loss 11 6 14 9
Benefits paid ) (6) (18) (14)
Curtailment - - 2 -
Benefit obligation at end of year 124 107 61 60
Change in plan assets
Fair value of plan assets at beginning of year 82 50 ) )
Actual return on plan assets 8 ) )
Employer contributions 10 13 10
Plan participants’ contributions ) ) 5 4
Addition of subsidiary plan 1 11 ) )
Benefits paid ) ©6) (18) (14)
Fair value of plan assets at end of year 85 82 ) )
Funded status (39) (25) (61) (60)
Amounts not yet recognize
Unrecognized prior service cost 6 7 (17) (16)
Unrecognized actuarial lo: 25 15 - -
Net amount recognized $ (8) 3 $ (78 $ (76)
Amounts recognized in the Consolidated Balance tShamsist of:
in millions
Pension Benefit Other Postretirement Benef
200¢ 200¢ 200¢ 200¢
Prepaid benefit co: - % 7 - % -
Accrued benefit liability (32) (17) (78) (76)
Accumulated other comprehensive |i 23 7 - -
Net amount recognize 8 $ (3) (78) $ (76)
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The increase (decrease) in the pretax minimumlifabelated to the Company's pension plans inalliteother comprehensive income (l¢
was $16 million, $2 million and $(2) million in fial 2006, 2005 and 2004, respectively.

At September 30, 2006, all pension plans had annaglated benefit obligation in excess of plan asg&t October 1, 2005, two pension pl
had an accumulated benefit obligation in excesplah assets, and two pension plans had assetscas®)f the accumulated ber
obligation. The accumulated benefit obligation &irpension plans was $122 million and $98 milleinSeptember 30, 2006, and Octob
2005, respectively. Plans with accumulated bewgfigations in excess of plan assets are as follows

in millions

Pension Benefit
200¢ 200¢
Projected benefit obligatic $ 124 % 37
Accumulated benefit obligatic 122 36
Fair value of plan asse 85 12

Net Periodic Benefit Cost

Components of net periodic benefit cost for the @any’'s pension and postretirement benefit plans recedrizthe Consolidated Stateme
of Operations are as follows:

in millions
Pension Benefit Other Postretirement Benef

200¢ 200¢ 200¢ 200¢ 200¢ 200¢
Service cos $ 6 % 6 $ 3 $ 1 3 - % 1
Interest cos 6 6 5 4 4 4
Expected return on plan assets (6) (5) (5) - - -
Amortization of prior service cost 1 1 1 2 2 (1)
Recognized actuarial loss, - - - 14 9 5
Curtailment gair - - - (2 - -
Net periodic benefit co: $ 7 9 8 $ 4 $ 15 $ 11 3 9
Assumptions
Weighted average assumptions are as follows:

Pension Benefit Other Postretirement Benef

200¢ 200¢ 200¢ 200¢ 200~ 200¢

Discount rate to determir
net periodic benefit cost 5.9/% 6.62% 6.75% 6.0(% 6.0(% 6.75%
Discount rate to determir
benefit obligations 5.8(% 5.91% 6.75% 6.1(% 6.0(% 6.75%

Rate of compensation increase 4.00% 4.00% 4.00% N/A N/A N/A
Expected return on plan assets 8.02% 8.15% 8.5(% N/A N/A N/A

To determine the rate-@éturn on assets assumption, the Company first edahhistorical rates of return for the variousetsdasses. TI
Company then determined a long-term projected o&teturn based on expected returns over the nextdivid years. Prior to fiscal 201
the Company only had defined benefit plans thatigem a retirement benefit based on the numbeeafs/of service multiplied by a ben
rate. During 2004, a plan was added with a 4% @orsation increase inherent in its benefit obligatialculation.
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The Company has four postretirement health plango of these consist of fixed, annual payments H®y €ompany and account for ¢
million of the Company's postretirement medicaligdion at September 30, 2006. A healthcare cesttis not required to determine
obligation. The remaining two plans, Pre-Medicarel Post-Medicare, account for $23 million of them@anys postretirement medic
obligation at year end. The Pkéedicare plan covers retirees who do not yet quadtif Medicare and uses a healthcare cost treridL %6 ir
the current year, grading down to 6% in fiscal 2012e PostMedicare plan provides secondary coverage to egtiogvered under Medici
and has a healthcare cost trend of 8%, grading dovia% in fiscal 2010. Claims in excess of the @any's negotiated annual maxim
payment are paid by the plan participants. Assuhsadthcare cost trend rates would have the foligveffects:

in millions
One-Percentage- One-Percentage-
Point Increas Point Decreas
Effect on total of service and interest cost $ 1 $ (1)
Effect on postretirement benefit obligati 26 (21)

Plan Assets

The fair value of plan assets for the Compamyomestic union pension benefit plans was $7lianilind $70 million as of September
2006, and October 1, 2005, respectively. The fdlhowtable sets forth the actual and target as$éetation for the Companyg’pension pls
assets:

Target Asse
200¢ 200t Allocation
Cash 1.6% 0.7% 0.C%
Fixed income securitie 24.¢€ 24.¢ 25.C
US Stock Func-Large- and Mic-Cap 49.2 49.7 50.C
US Stock Func-Smal-Cap 9.8 10.C 10.C
International Stock Func 14.7 15.C 15.C
Total 100.(% 100.(% 100.(04

During fiscal 2005, the Company recorded the assedsbenefit obligation related to a foreign sulasid This pension plan had $14 million
and $12 million in plan assets at September 306 280d October 1, 2005, respectively. All of thiarps assets are held in annuity contracts
consistent with its target asset allocation.

The Plan Trustees have established a set of ineestwbjectives related to the assets of the penglans and regularly monitor t
performance of the funds and portfolio managergjeQives for the pension assets are (1) to progiwsevth of capital and income, (2)
achieve a target weighted average annual ratetwireompetitive with other funds with similar irstenent objectives and (3) to diversify
reduce risk. The investment objectives and taagsét allocation were updated in January 2004.

Contributions

The Company's policy is to fund at least the minimeontribution required to meet applicable federaployee benefit and local tax laws.
its sole discretion, the Company may from timeineetfund additional amounts. Expected contribugiomthe Company's pension plans
fiscal 2007 are approximately $5 million. For 52006, 2005 and 2004, the Company funded $0pdillion and $9 million, respectively,
its defined benefit plans.

Estimated Future Benefit Payments

The following benefit payments are expected to &id:p
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in millions

Othel

Pensiol Postretiremel

Benefits Benefits

2007 $ 7 % 15
2008 7 15
2009 8 15
2010 9 15
2011 9 15
2012-2016 59 78

The above benefit payments for other postretirerhenefit plans are expected to be offset by Medi®art D subsidies as follows: $1 mill
in 2007, $1 million in 2008, $1 million in 2009, $2illion in 2010, $2 million in 2011 and $12 millidrom 2012 to 2016.

NOTE 13: SUPPLEMENTAL CASH FLOW INFORMATION

Certain noneash transactions were excluded from the Conselid8tatements of Cash Flows for fiscal 2006. Adjestts of $12 million we!
made, which increased the balance of goodwill. €re§ustments primarily related to deferred taxeaaad liability adjustments related to
acquisitions in previous years of TFM and the asséMillard Processing Services.

In fiscal 2005, adjustments of $53 million were mad remove precquisition tax liability accruals no longer ne@gsdue to the closing
an IRS examination and the evaluation of certaggaquisition deferred tax liabilities. The adjustriseimclude $46 million and $7 million
adjustments to praequisition deferred tax assets and liabilitieates to the acquisitions in previous years of THM &udson Foods, In
respectively.

The following table summarizes cash payments frar@st and income taxes:

in millions

200¢ 200t 200

Interest $ 14C $ AR 31¢€
Income taxes, net of refun 144 107 244

NOTE 14: TRANSACTIONS WITH RELATED PARTIES

The Company has operating leases for farms, equipare other facilities with Don Tyson, a directdrthe Company, certain member:
his family and the Randal W. Tyson Testamentarysilrliotal payments of $7 million in fiscal 2006 da®8 million in fiscal 2005 and 20(
were paid to entities in which these parties hadwnership interest. Additionally, other facilitidgve been leased from other officers
directors. Rentals paid to entities in which thpaeties had an ownership interest totaled $1 millio each of fiscal years 2006, 2005
2004.

In fiscal 2006, 2005 and 2004, the Company paid@pmately $1.3 million, $1.3 million and $1.5 nidh, respectively, to Alltel Corporati
for cellular phone services. Scott T. Ford, whodmee a director of the Company in November 200%5hésPresident and Chief Execut
Officer of Alltel Corporation.

In fiscal 2005, the Company purchased a parceamd ladjacent to the CompasyCorporate Center for approximately $600,000 fdiT,

LLC, a limited liability company of which Don Tysamnd the Randal W. Tyson Testamentary Trust arebeesnThe land is to be used
expansion of corporate offices.
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In fiscal 2005, the Company received approximatedy million from entities owned by Don Tyson and dohyson, Chairman of tl
Company, as payment for the purchase of certaipgpties owned by the Company.

In fiscal 2004, the Company purchased a parcehd ladjacent to the CompasyCorporate Center for approximately $356,000 faT,
LLC. The land is to be used for expansion of coapmoffices.

In fiscal 2004, the Company purchased 1,028,577eshaf Class A stock in a private transaction vidtn Tyson, a director and manac
partner of the Tyson Limited Partnership, a priatighareholder of the Company. The purchase oktebares from Mr. Tyson was baset
the closing price of the Class A stock on the NewkyStock Exchange on the date of purchase.

In fiscal 2004, the Company received cash paymfnota Don Tyson totaling $1.5 million as reimbursernéor certain perquisites a
personal benefits received during fiscal 1997 tgroR003.

NOTE 15: INCOME TAXES

Detail of the provision (benefit) for income taxamsists of:

in millions

200¢ 200¢ 2004

Federal $ (79 $ 118§ 182
State (12 16 12
Foreign (12) 22 37
$ (102) $ 15 $ 232

Current $ 24 % 24¢  § 224
Deferred (126) (93) 38
$ (102) $ 15¢ $ 232

The reasons for the difference between the statlid®. federal income tax rate and the effectiv®ine tax rate are as follows:

200¢ 200¢ 200¢4
U.S. federal income tax rate 35.0(% 35.0(% 35.0(%
State income taxe 3.3 1.8 1.8
Extraterritorial income exclusion - (2.€) (0.5)
Reduction of tax reserves - (4.2) -
Medicare Part D (1.9) (3.6) -
Repatriation of foreign earniny - 4.2 -
Adjustment for tax review (5.2) - -
General business credits 2.6 (1.6) 1.2)
Other 0.8 0.€ 85

34.8% 29.5% 36.€9%

During 2006, the Company completed a review ofdtsaccount balances, and as a result, reducétciise tax benefit by $15 million
which $12 million is related to additional tax resss for the Companyg’ foreign operations and $3 million is related t@uanulative
adjustment to its recorded tax balances attribatabl book to tax differences associated with prigpaslant and equipment (includi
synthetic leases) and certain acquired deferretahilities. Additional adjustments resulted in an increaseomdgvill of $12 million, deferre
tax liabilities of $3 million and a reduction ofgperty, plant and equipment of $9 million.
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Deferred income taxes are recognized for the futakeconsequences attributable to differences lexivike financial statement carry
amounts of existing assets and liabilities andrtresipective tax bases. Deferred tax assets doititiess are measured using tax rates expe
to apply to taxable income in the years in whiabsthtemporary differences are expected to be reedws settled.

The tax effects of major items recorded as defdiardssets and liabilities are:

in millions
2006 2005
Deferred Tay Deferred Ta
Asset: Liabilities Asset: Liabilities
Property, plant and equipme $ - $ 481 $ - $ 511
Suspended taxes from convers

to accrual metho - 11¢ - 12t
Intangible asset 10 26 9 25
Inventory 13 101 10 97
Accrued expense 177 - 131 6
Net operating loss and other carryforwa 137 - 12t -
All other 50 22 58 12z
$ 387 $ 74¢ $ 33: $ 88¢€

Valuation allowance $ (66) $ (99)
Net deferred tax liabilit $ 42¢ $ 652

Net deferred tax liabilities are included in Otl@urrent Assets, Other Current Liabilities and Defdrincome Taxes on the Consolid:
Balance Sheets.

The deferred tax liability for suspended taxes frmonversion to accrual method represents the 1B8idge from the cash to accrual met
of accounting and will be recognized by 2017.

The Company has accumulated undistributed earmhfreign subsidiaries aggregating approximatelg3 million at September 30, 20
which are expected to be indefinitely reinvestetsioke of the United States. If those earnings veistributed in the form of dividends
otherwise, the Company would be subject to U.Sonme taxes (subject to an adjustment for foreignaedits), state income taxes .
withholding taxes payable to the various foreignrddes. It is not currently practicable to estim#te tax liability that might be payable
the repatriation of these foreign earnings.

The valuation allowance totaling $66 million cotsisf $26 million for state tax credit and net agggrg loss carryforwards, $35 million
U.S. federal net operating loss and other miscetian carryforwards and $5 million for internationet operating loss carryforwards. -
state tax credit and net operating loss carryfodwarxpire in fiscal years 2007 through 2025. AttSeyber 30, 2006, after consider
utilization restrictions, the Company's federal tass carryforwards, which include net operatingsks, capital losses and charit
contribution carryforwards, approximated $259 roilli Federal net operating loss carryforwards togal$120 million, are subject
utilization limitations due to ownership changes amay be utilized to offset future taxable incornbject to limitations. These carryforwa
expire during fiscal years 2007 through 2025. T&& fillion valuation allowance discussed aboveudek $30 million, that if subsequer
recognized, will be allocated to reduce goodwilhiehh was recorded at the time of acquisition of TFM

The Company provides tax reserves for federalestatal and international exposures relating tditatesults, tax planning initiatives &
compliance responsibilities. Evaluation of thesserees requires judgments about tax issues, pakemiicomes and timing, and is
inherently subjective estimate. Although the outeashthese tax items is uncertain, in managerseainion, adequate provisions for incc
taxes have been made for potential liabilitiestiedpto these exposures.
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NOTE 16: EARNINGS (LOSS) PER SHARE

The weighted average common shares used in theutatiqm of basic and diluted earnings (loss) parslare as follows:

in millions, except per share d

200¢ 200t 200¢
Numerator:

Income (loss) before cumulative effect

of change in accounting principle $ (197) $ 372 $ 407
Cumulative effect of change in

accounting principle, net of tax (5) - -
Net income (loss) (19¢) 37z 40¢
Less Dividends:

Class A ($0.16/share) 41 40 40

Class B ($0.144/share) 14 15 15
Undistributed earnings (losses) (251 317 34¢
Class A undistributed earnings (losses) (186) 23C 252
Class B undistributed earnings (losses) (65) 87 95
Total undistributed earnings (losses) $ (251) $ 317 $ 34¢

Denominator
Denominator for basic earnings per share:
Class A weighted average shares 24¢ 242 243
Class B weighted average shares, and
shares under if-converted method for

diluted earnings per share 96 10z 10z
Effect of dilutive securities:
Stock options and restricted stock - 12 12

Denominator for diluted earnings per
share - adjusted weighted average
shares and assumed conversi 34E 357 357

Earnings before cumulative effect of
change in accounting principle:

Class A Basic $ (0.56) $ 1.11 $ 1.2
Class B Basic $ (0.52) $ 1.0C $ 1.0¢
Diluted $ (0.56) $ 1.04 $ 1.1c
Cumulative effect of change in accounting
principle, net of tax:
Class A Basic $ (0.02) $ - $ -
Class B Basic $ (0.01) $ - $ -
Diluted $ (0.02) $ - $ -
Net income (loss)
Class A Basic $ (0.5¢) $ 1.11 $ 1.2¢
Class B Basic $ (0.59) $ 1.0C $ 1.0¢
Diluted $ (0.5¢) $ 1.04 $ 1.1%

Approximately 28 million in fiscal 2006 and two hiin in each of fiscal 2005 and 2004 of the Comparpption shares were antidilutive i
were not included in the dilutive earnings per staaliculation.
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NOTE 17: SEGMENT REPORTING

The Company operates in five business segmentsk&ti Beef, Pork, Prepared Foods and Other. Thep@oynmeasures segment profi
operating income.

Chicken segments involved primarily in processing live chickemga fresh, frozen and valweded chicken products. The Chicken seg
markets its products domestically to food retajlefsodservice distributors, restaurant operatorsl amncommercial foodservi
establishments such as schools, hotel chains,hicasdt facilities, the military and other food presers, as well as to international mar
throughout the world. The Chicken segment alsaithe$ sales from allied products and the Comparytken breeding stock subsidiary.

Beef segmenis involved primarily in processing live fed catded fabricating dressed beef carcasses into pamélsubprimal meat cul
and caseeady products. It also involves deriving valuenfrallied products such as hides and variety meaitsdle to further processors
others. The Beef segment markets its products dicakg to food retailers, foodservice distributprestaurant operators and noncomme
foodservice establishments such as schools, hioééhg, healthcare facilities, the military and otfe®d processors, as well as to internati
markets throughout the world. Allied products demanarketed to manufacturers of pharmaceuticaldechnical products.

Pork segmentis involved primarily in processing live market tsognd fabricating pork carcasses into primal arf@simal cuts and case-
ready products. This segment also represents tmep&uy's live swine group and related allied produicessing activities. The P«
segment markets its products domestically to foetdilers, foodservice distributors, restaurant afmes and noncommercial foodsen
establishments such as schools, hotel chains,hcaadt facilities, the military and other food pressers, as well as to international mar
throughout the world. It also sells allied produtitspharmaceutical and technical products manufacty as well as live swine to p
processors.

Prepared Foods segmenincludes the Company's operations that manufagocemarket frozen and refrigerated food productsdit:
include pepperoni, beef and pork pizza toppingsaicrusts, flour and corn tortilla products, apgees, prepared meals, ethnic foods, sc
sauces, side dishes, meat dishes and processed. mbat Prepared Foods segment markets its prodiactestically to food retaile
foodservice distributors, restaurant operatorsramtommercial foodservice establishments suchlasots, hotel chains, healthcare facilit
the military and other food processors, as wetbaaternational markets throughout the world.

Other segmentincludes the logistics group and other miscellasemperations.
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in millions
) Prepare )
Chicken Beef Pork Foods Other Consolidatet
Fiscal year ended September 30, 20(
Sales $7,92¢  $11,825 $3,06C $2,692 $54 $25,559
Operating income (lost 53 (296) 47 45 74 (77)
Other expens 216
Loss before income taxi (293)
Income tax benef (102)
Loss before cumulative effect
change in accounting princig (191)
Cumulative effect of change in account
principle, net of ta; 5
Depreciatior 222 106 30 60 63 481
Total asset 4,325 3,271 833 1,006 1,686 11,121
Additions to property, plant and equipmi 219 135 13 54 110 531
Fiscal year ended October 1, 200
Sales $8,29t  $11,618 $3,247 $2,801 $53 $26,014
Operating income (lost 582 (12) 47 78 50 745
Other expens 217
Income before income tax 528
Depreciatior 241 111 31 65 17 465
Total asset 4,398 3,243 834 1,107 922 10,504
Additions to property, plant and equipmi 321 165 23 55 7 571
Fiscal year ended October 2, 2004
Sales $8,365  $11,951 $3,18E $2,891 $51 $26,441
Operating incom: 548 127 140 28 74 917
Other expens 282
Income before income tax 635
Depreciatior 239 106 30 66 17 458
Total asset 4,556 3,195 895 970 848 10,464
Additions to property, plant and equipmi 298 90 22 61 15 486

The Pork segment had sales of $467 million, $508iomiand $473 million for fiscal years 2006, 20@Bd 2004, respectively, frc
transactions with other operating segments of ti@@any. The Beef segment had sales of $104 mil#8&,million and $75 million for fisc
years 2006, 2005 and 2004, respectively, from &etiens with other operating segments of the Comp@hese sales from intersegm
transactions, which are sold at market prices, wgotuded from the segment sales in the above.table

The Company’s largest customer, Wit Stores, Inc., accounted for approximately %2.93.0% and 11.6% of consolidated sales in 1
years 2006, 2005 and 2004, respectively. Sales &-Mart Stores, Inc. were included in the Chicken, B&®ork and Prepared Foc
segments. Any extended discontinuance of saldsigactistomer could, if not replaced, have a mdtaeripact on the Company's operatic
however, the Company does not anticipate any sactireences.

The majority of the Company's operations are ddeddn the United States. Approximately 95%, 949 84% of sales to external custon
for fiscal years 2006, 2005 and 2004, respectiwebre sourced from the United States. Approxima$ély8 billion of longhlved assets we
located in the United States at September 30, 2806,0ctober 1, 2005, and $6.4 billion at Octohe2@4. Approximately $197 millio
$202 million and $171 million of lonived assets were located in foreign countriesnprily Canada and Mexico, at fiscal years endedb;
2005 and 2004, respectively.
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The Company sells certain products in foreign migtkprimarily Canada, Central America, China, thedpean Union, Japan, Mexi
Russia, South Korea, and Taiwan. The Company'srezptes totaled $2.1 billion for each of fiscaDB0 2005, and 2004. Substantially al
the Company's export sales are facilitated thraugdffiliated brokers, marketing associations andifm sales staffs. Foreign sales, whict
sales of products produced in a country other tharlUnited States, were less than 10% of total aateted sales for fiscal 2006, 2005
2004. In fiscal 2006, the Company incurred a lossnfforeign operations of $36 million before taxasl cumulative effect of change
accounting principle. Approximately 21% and 28%nrmiome before taxes for fiscal 2005 and 2004, retspay, was from foreign operatiol
The decline in fiscal 2006 was primarily due tor@ased margins at Tyson de Mexico and the CompamKsside operation in Canada.

NOTE 18: QUARTERLY FINANCIAL DATA (UNAUDITED)

in millions, except per share d

First Seconi Third Fourtt
Quarte Quarte Quarte Quarte
2006
Sales $ 6,45 $ 6,251 $ 6,38: $ 6,471
Gross profit 344 ili5¢ 203 22¢
Operating income (los! 11C (142) (25) (20
Income (loss) before income tax 60 (200 (76) (77)
Income tax expense (benefit) 21 (79 (24) 26)
Income (loss) before cumulative efft
of change in accounting princig 39 (127) (52 (51)
Cumulative effect of change in account
principle, net of ta; - - - 5
Net income (loss 39 (127) (52 (56)
Earnings (loss) before cumulative effec!
change in accounting principl
Class A Basit $ 01z $ (03¢ % (0.1 $ (0.15)
Class B Basi $ 0.1C $ 039 $ 019 $ (0.19
Diluted $ 011 $ 037 $ 0.15) $ (0.1%)
Cumulative effect of change
accounting principle, net of ta
Class A Basi $ - % - $ - % (0.02)
Class B Basit $ - 8% - $ - $ (0.01
Diluted $ - % - $ - % (0.02)
Net income (loss)
Class A Basit $ 01z $ (0.3¢) $ (0.15) $ (0.17)
Class B Basi $ 0.1C $ 039 $ (0.19 $ (0.1%)
Diluted $ 011 $ (0.3 $ (0.15) $ (0.17)
2005
Sales $ 6,45 $ 6,35¢ $ 6,70¢ $ 6,49t
Gross profit 36C 414 51¢ 427
Operating incom: 12¢€ 17t 25€ 18¢
Net income 48 76 131 117
Class A basic earnings per sh $ 014 $ 02: $ 03¢ $ 0.3t
Class B basic earnings per sh $ 0.1: 3 02 $ 0.3 $ 0.3Z
Diluted earnings per sha $ 014 $ 021 $ 0.3¢ $ 0.3
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Second quarter fiscal 2006 operating income indut#5 million of costs related to beef plant clgsimnd $14 million related to prepa
foods plant closings. Fourth quarter fiscal 200@rafing income includes $2 million of costs relategoultry plant closings, $2 million
costs related to beef plant closings, and $19 anilbf charges related to the Companpreviously announced $200 million cost reduc
initiative and other business consolidation effoffhiese charges include severance expenses, proatimalization costs and rela
intangible asset impairment expenses. Additionatiythe fourth quarter of fiscal 2006, the Compaegorded a charge of $5 million, ne
tax, related to the cumulative effect of changadoounting principle for the adoption of FIN 47.

First quarter fiscal 2005 gross profit includes $bflion received in connection with vitamin antigt litigation, and operating incol
includes charges of $3 million related to the algsof a prepared foods facility. Additionally, netome includes a gain of $8 million rela
to the sale of the Comparsytemaining interest in Specialty Brands, Inc. S€ecguarter fiscal 2005 operating income includesrgés of $
million related to closing poultry and prepared dedacilities. Third quarter fiscal 2005 operatingome includes charges of $33 mill
related to a legal settlement involving the Comparive swine operations and $10 million relatedctosing poultry operations. Fou
quarter fiscal 2005 gross profit includes $8 millicelated to hurricane losses, and operating incioitiedes $1 million in gains related
plant closings. Additionally, net income includesi@ntecurring income tax net benefit of $15 million, ialn includes the reversal of 1
reserves, partially offset by an income tax chaejated to the repatriation of foreign income. Netome also was affected by $19 mill
related to a tax exempt actuarial gain of $55 omilli

During the second quarter of fiscal 2006, the Campaclassified amounts related to loss on disgoshssets from other expense to co
sales. The reclassification reduced gross profit@rerating income (loss) by $4 million for thesfiquarter of fiscal 2006, and $3 million,
million, $7 million and $2 million for the first,exond, third and fourth quarters of fiscal 2005pextively. The table above reflects
reclassification.

NOTE 19: CAPITAL STRUCTURE

During fiscal 2006, Tyson Limited Partnership coried 15 million shares of Class B stock to Classt@ck on a one for one basis.
Additionally, Don Tyson, a director of the Compangnverted 750,000 shares of Class B stock to Glasgeck on a one for one basis.

NOTE 20: CONTINGENCIES

Listed below are certain claims made against thenfizmy and its subsidiaries. In the Compangpinion, it has made appropriate
adequate reserves, accruals and disclosures wheessary, and the Company believes the probabflilymaterial loss beyond the amol
accrued to be remote; however, the ultimate ligbitir these matters is uncertain, and if accraald reserves are not adequate, an ad
outcome could have a material effect on the codat#d financial condition or results of operatiofisthe Company. The Company believe
has substantial defenses to the claims made agntigto vigorously defend these cases.

Wage and Hour/ Labor Matters: In 2000, the Wage and Hour Division of the U.&pBrtment of Labor (DOL) conducted an industige
investigation of poultry producers, including th@rpany, to ascertain compliance with various wageé hour issues. As part of t
investigation, the DOL inspected 14 of the Compapybcessing facilities. On May 9, 2002, a civilmg@aint was filed against the Compi
in the U.S. District Court for the Northern Districf Alabama,Elaine L. Chao, Secretary of Labor, United Statep&tment of Labor
Tyson Foods, Inc The complaint alleges the Company violated thertime provisions of the federal Fair Labor Staddakct (FLSA) at th
Company's chickeprocessing facility in Blountsville, Alabama. Thenaplaint does not contain a definite statement lodtwacts constitutt
alleged violations of the statute, although ther&ecy of Labor indicated in discovery the caseksde require the Company to compen
all hourly chicken processing workers for pre- gudt-shift clothes changing, washing and relateivities and for one of two unpaid 30-
minute meal periods. The Secretary of Labor sealspecified back wages for all employees at the Buille facility for a period of tw
years prior to the date of the filing of the complaan additional amount in unspecified liquidatimages and an injunction against fu
violations at that facility and all other chickeropessing facilities operated by the Company. o tiate has been set.
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On June 22, 1999, 11 current and former employé#&seoCompany filed the case Bf.H. Fox, et al. v. Tyson Foods, Inc. (Fam)the U.S
District Court for the Northern District of Alabantdaiming the Company violated requirements of Bh&A. The suit alleges the Compi
failed to pay employees for all hours worked anditmgproperly paid them for overtime hours. The sypiecifically alleges that (1) employ:
should be paid for time taken to put on and takeeftain working supplies at the beginning and ehtheir shifts and breaks and (2) the
of "mastercard” or "line" time fails to pay empl@gefor all time actually worked. Plaintiffs seekrepresent themselves and all simil
situated current and former employees of the Compand plaintiffs seek reimbursement for an undfmtiamount of unpaid wag:
liquidated damages, attorney fees and costs. T dpproximately 5,100 consents have been fileld thi¢ District Court. Plaintiffs filed the
Renewed Motion for Court Supervised Notice to PaagérCollective Action Members on April 18, 2006 twhich the Company filed |
response on June 27, 2006. A hearing on the metas held October 24, 2006. On November 16, 200665,CGburt denied the Plaintiffs’
motion. No trial date has been set.

On August 22, 2000, seven employees of the Comfiled/the case oDe Asencio v. Tyson Foods, Ing.the U.S. District Court for tt
Eastern District of Pennsylvania. This lawsuitimikar to Fox in that employees claim violations of the FLSA &llegedly failing to pay fc
time taken to put on, take off and sanitize certaarking supplies, and violations of the PennsylaaiWage Payment and Collection L.
Plaintiffs sought to represent themselves and iaiilaly situated current and former employees loé poultry processing plant in N
Holland, Pennsylvania, and plaintiffs sought reimgament for an unspecified amount of unpaid waligpsidated damages, attorney fees
costs. Approximately 560 additional current or fememployees filed consents to join the lawsuitwa-week jury trial beginning on June
2006, ended with a verdict in Tysanfavor. Final judgment was entered on June 226,280d the Plaintiffs filed their notice of appdaly
21, 2006. The appeal of this matter is now pendinthe U. S. Court of Appeals for the Third Circultppellants filed their opening br
October 30, 2006. The Company’s Appellee brief filad on November 29, 2006.

On November 5, 200MMaria Chavez, et al. v. IBP, Lasso Acquisition Qogiion and Tyson Foods, Inc. (Chaves filed in the U.¢
District Court for the Eastern District of Washiogtby employees of Tyson Fresh Msa{TFM) Pasco, Washington, beef slaug!
processing and hides facilities, alleging violasiaf the FLSA, 29 U.S.C. Sections 20219, as well as violations of the Washington ¢
Minimum Wage Act, RCW chapter 49.46, Industrial V&led Act, RCW chapter 49.12, and the Wage Dedust@ontributionRebates Ac
RCW chapter 49.52. Thehavedawsuit alleges TFM and/or the Company requiredleyges to perform unpaid work related to donning
doffing certain personal protective clothing andipment, both prior to and after their shifts, adlvas during meal periods. Plaintiffs furt
allege the holdings iflvarez, et al. v. IBBupport a claim of collateral estoppel and/or tefigata as to many of the issues raised ir
litigation. On July 20, 2005, judgment was entef@d$11.4 million, exclusive of costs and attorrfegs. Attorneys for th€havezplaintiffs
have indicated to the Company their intention ke & follow-on suit taChaveZfor different potential claimants alleging simibaolations tc
those raised ihavez On November 28, 2005, the District Court awarttetlattorneys for th€havezplaintiffs approximately $1.9 millic
in fees and expenses. On December 12, 2005, thecDBourt awarded additional costs of $19,651.Member 8, 2005, the Company f
a notice of appeal with the Ninth Circuit CourtAfpeals. The parties later met and reached an mgmethat will resolve&Chavezand certai
post-Chavezclaims for $10.2 million. On May 19, 2006, a Settent Agreement and a Joint Motion to Approve Clastson Settlement we
filed by the parties The District Court held a Final Approval Hearing 8eptember 26, 2006, at which time it considered tdims c
settlement. The settlement was approved by thei€i§€ourt on September 28, 2006, and distributibthe settlement amounts are sched
to occur in the first and second quarters of fi€H)7.

On November 21, 2002, a lawsuit titleghily D. Jordan, et al. v. IBP, inc. and Tyson Fspbhc., was filed in the U.S. District Court for 1
Middle District of Tennessee. Ten current and farmeurly employees of TFM's caseady facility in Goodlettsville, Tennessee, fila
complaint on behalf of themselves and other unfipéciallegedly similarly situated employees, cl@mgithe defendants violated the overt
provisions of the FLSA. The suit alleges the detenid failed to pay employees for all hours workesinf the plant's commencemen:
operations in April 2001. In particular, the suieges employees should be paid for the time iegatio collect, assemble and put on, tak
and wash their health, safety and production getireabeginning and end of their shifts and dutimgir meal period. The suit also alleges
Company deducts 30 minutes per day from employmsahecks regardless of whether employees obt&ifi 80-minute period for the
meal. Plaintiffs are seeking a declaration the nidd@ts did not comply with the FLSA, and an awamdan unspecified amount of back
compensation and benefits, unpaid entitlementsjdated damages, prejudgment and padgiment interest, attorney fees and costs
November 17, 2003, the District Court conditionaibrtified a collective action composed of simifasituated current and former employ
at the Goodlettsville facility based on clothesrafiag and washing activities and unpaid productimnk during meal periods, since the p
operations began in April 2001.
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Class Notices to approximately 4,500 prospectiesssimembers were mailed on January 21, 2004. Appately 525 current and forn
employees opted into the class. A second,iopgiiass Notice was mailed to 1,996 current andnésr employees who were hired a
December 16, 2003. In March 2006, Plaintiffs repdra total of 48 additional persons who opted thto class. Discovery is schedules
conclude December 31, 2006, after which the Dis€@murt will hold a status conference to discussrtbed for dispositive motions and trial.

NOTE 21: SUBSEQUENT EVENT

In November 2006, Tyson Limited Partnership coraegtepproximately five million shares of Class Bctto Class A stock on a one for one
basis.
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Report of Independent Registered Public AccourfEing

The Board of Directors and Shareholders
of Tyson Foods, Inc.

We have audited the accompanying consolidated balaheets of Tyson Foods, Inc. as of Septembe2®I5 and October 1, 2005, and
related consolidated statements of operationsebbétters' equity, and cash flows for each of thedtyears in the period ended Septembe
2006. Our audits also included the financial st&einschedule listed in the Index at Item 15(a).sEhnancial statements and schedule
the responsibility of the Company's management. r@sponsibility is to express an opinion on thesarfcial statements and schedule b
on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversightulo(United States). Thc
standards require we plan and perform the auddbtain reasonable assurance about whether thecfaiestatements are free of mate
misstatement. An audit includes examining, on & ltesis, evidence supporting the amounts and disads in the financial statements.
audit also includes assessing the accounting piegiused and significant estimates made by maragems well as evaluating the ove
financial statement presentation. We believe oditagprovide a reasonable basis for our opinion.

In our opinion, the financial statements referrecabove present fairly, in all material respedig, ¢onsolidated financial position of Ty:
Foods, Inc. at September 30, 2006 and Octoberd5,2ihd the consolidated results of its operatamits cash flows for each of the tr
years in the period ended September 30, 2006, nfoooity with U.S. generally accepted accountinqhg@ples. Also, in our opinion, tl
related financial statement schedule, when consitlér relation to the basic financial statemeniemaas a whole, presents fairly in
material respects the information set forth therein

As described in Note 2 to the consolidated findnsiatements, in 2006 the Company adopted Stateafdfihancial Accounting Standa
No. 123R“Share-Based Payments.”

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@united States), the effectiven
of Tyson Foods, Inc.’s internal control over fineaeporting as of September 30, 2006, based ierier established in Internal Control-
Integrated Framework issued by the Committee oinSpiong Organizations of the Treadway Commissich @ur report dated December
2006 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP
Ernst & Young LLP

Rogers, Arkansas
December 11, 2006
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders
of Tyson Foods, Inc.

We have audited management’s assessment, inclonded accompanying Report of Management underapgan “Management’ Report o
Internal Control over Financial Reportingthat Tyson Foods, Inc. maintained effective interoantrol over financial reporting as
September 30, 2006, based on criteria establishebhternal Control+htegrated Framework issued by the Committee ofnSponc
Organizations of the Treadway Commission (the CQ&e@ria). Tyson Foods, Inc’management is responsible for maintaining effe
internal control over financial reporting and fds iassessment of the effectiveness of internalraomver financial reporting. O
responsibility is to express an opinion on managgimassessment and an opinion on the effectiverfab® Companys internal control ovi
financial reporting based on our audit.

We conducted our audit in accordance with the stedglof the Public Company Accounting Oversightid@nited States). Those stand:
require we plan and perform the audit to obtairsoeable assurance about whether effective intemtrol over financial reporting w
maintained in all material respects. Our audit udeld obtaining an understanding of internal contnegr financial reporting, evaluati
managemen$ assessment, testing and evaluating the designopaihting effectiveness of internal control, areffgrming such othi
procedures as we considered necessary in the @tanoes. We believe our audit provides a reasottsis for our opinion.

A companys internal control over financial reporting is sopess designed to provide reasonable assurancediregahe reliability o
financial reporting and the preparation of finahctatements for external purposes in accordandb génerally accepted account
principles. A company internal control over financial reporting inclsdénose policies and procedures that (1) pertathéamaintenance
records that, in reasonable detail, accurately fairty reflect the transactions and dispositionstloé assets of the company; (2) pro
reasonable assurance transactions are recordetessary to permit preparation of financial stateésa accordance with generally acce|
accounting principles, and receipts and expenditofethe company are being made only in accordantte authorizations of managem
and directors of the company; and (3) provide neable assurance regarding prevention or timelyctiete of unauthorized acquisition, u
or disposition of the company’s assets that coalkeha material effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods agject to the risk controls may become inadequatatise of changes in conditions, or the
degree of compliance with the policies or procedumnay deteriorate.

In our opinion, management’s assessment that Tiysods, Inc. maintained effective internal contreéofinancial reporting as of September
30, 20086, is fairly stated, in all material resgettased on the COSO criteria. Also, in our opiniyson Foods, Inc. maintained, in all
material respects, effective internal control diieancial reporting as of September 30, 2006, basethe COSO criteria

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the consolidated
balance sheets of Tyson Foods, Inc. as of SepteBh@006 and October 1, 2005, and the relatedotidiased statements of operations,
shareholders’ equity, and cash flows for each efttinee years in the period ended September 3@, &0 our report dated December 11,
2006 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP
Ernst & Young LLP

Rogers, Arkansas
December 11, 2006
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

Not applicable
ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

An evaluation was performed, under the supervigiod with the participation of Company managememtjuding the Chief Executi
Officer (CEO) and the Chief Financial Officer (CE@f the effectiveness of the design and operatiothe Companys disclosure contrc
and procedures (as defined in Rule 134e) under the Securities Exchange Act of 1934amended (the 1934 Act)). Based on

evaluation, management, including the CEO and G#&9,concluded that, as of September 30, 2006, dhep@nys disclosure controls a
procedures were effective to ensure that informatejuired to be disclosed in reports that the Gomdiles or submits under the 1934

has been recorded, processed, summarized ande@podccordance with the rules and forms of theuBies and Exchange Commission.

Changes in Internal Control Over Financial Reporting

Other than the matters described below, in thetfioguarter ended September 30, 2006, there havertzeehanges in the Compasyhterna
controls over financial reporting that have matbriaffected, or is reasonably likely to materiadlffect, the Companyg’internal controls ov
financial reporting.

During the third quarter of fiscal 2006, in conrnieatwith the Company renewal of certain synthetic leases, the Compatgd differences
deferred tax liabilities related to temporary bdokax differences. At the time, the tax effectlod aggregate basis differences related t
leases was an understatement of approximately $iZdm The Company initiated a review process,luidiing the assistance of exter
consultants, to assess the adequacy of tax liabiliecorded for basis differences and all ofdtsaccount balances, not just those related
lease agreements. The review was completed in Nloge@006, and as a result, reduced its income daefii by $15 million of which $1
million was related to additional tax reservestfa@ Companys foreign operations and $3 million was related tumulative adjustment to
recorded tax balances attributable to book to iffrrénces associated with fixed assets (includhrg synthetic lease issue identified in
third quarter of fiscal 2006) and certain acquidederred tax liabilities. Additional adjustmentsuéied in an increase to goodwill for ¢
million, deferred tax liabilities of $3 million ara reduction of fixed asset balances of $9 million.

During fiscal 2006, the Company implemented adddaiocontrols in the existing processes to imprdwe ¢communication and informati
flow to ensure transactions are appropriately actaml for with respect to income taxes, and to gtteen the reconciliations of ba
differences in fixed assets and other appropriatarize sheet accounts to deferred tax balancesCodhgpany has also made organizati
changes to improve the tax accounting oversightcamdrols.

In addition, during fiscal 2006, the Company couéid to improve controls designed to ensure thairimétion systems user acces
restricted to only appropriate users.

Management’s Report on Internal Control Over Finandal Reporting

Management is responsible for establishing and taiaimg adequate internal control over financiglaing, as defined in Rules 13a-15(f) of
the Securities Exchange Act of 1934. The Compamy&nal control system was designed to providegeable assurance to management
and the board of directors regarding the preparatial fair presentation of published financialestatnts. Because of its inherent limitations,
internal control over financial reporting may neéyent or detect misstatements. Also, projectidremy evaluation of effectiveness to future
periods are subject to the risk that controls megoine inadequate because of changes in conditiotisat the degree of compliance with the
policies or procedures may deteriorate. Manageww@mucted an evaluation of the effectiveness oftmpany’s internal control over
financial reporting as of September 30, 2006. Ikingthis assessment, the Company used criterimbtby the Committee of Sponsoring
Organizations of the Treadway Commission (COSOpternal Control-Integrated Framework.
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Based on this evaluation under the framework iarhml Control — Integrated Framework issued by CO@&nhagement concluded that the
Company’s internal control over financial reportings effective as of September 30, 2006.

Management’s assessment of the effectiveness afdngpanys internal control over financial reporting as @p&mber 30, 2006, has b
audited by Ernst & Young LLP, the Compasyndependent registered public accounting firmcakdingly, Ernst & Young LLP has issued
attestation report on management’s assessmeng &dmpany’s internal control over financial repugti The report appears on page 81.
ITEM 9B. OTHER INFORMATION
Not applicable

PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT
See information set forth under the captions "Ede&cbf Directors" and "Section 16(a) Beneficial Qawship Reporting Compliance™ in 1
registrant’s definitive Proxy Statement for theistgnt’'s Annual Meeting of Shareholders to be held Felgraa?007 (the Proxy Stateme
which information is incorporated herein by refarenPursuant to general instruction G(3) of thériresions to Annual Report on Form X)-
certain information concerning the Company’s exiweusdfficers is included under the caption “ExeeatOfficers of the Companyihi Part
of this Report.
The Company has a code of ethics as defined in 4@#of Regulation &, which code applies to all of its directors amdpdoyees, includin
its principal executive officers, principal finaatiofficer, principal accounting officer or contiel, and persons performing similar functic
This code of ethics, titled Tyson Foods, Inc. Cofl€onduct, is available, free of charge on the Gany’s website at http://ir.tyson.com.
ITEM 11. EXECUTIVE COMPENSATION

See the information set forth under the captionsetiitive Compensation and Other Information" andpg@tt of Compensation Committ
in the Proxy Statement, which information is inamated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

See the information included under the captiont8ty Ownership of Certain Beneficial Owners," t8dty Ownership of Managemel
and “Equity Compensation Plan Information” in th@¥ Statement, which information is incorporateddin by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

See the information included under the caption t&erTransactions" in the Proxy Statement, whidlerimation is incorporated herein
reference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

See the information included under the captionsdifABees,” Audit-Related Fees,” “Tax Fees” and “Bliher Fees” in the Proxy Statement,
which information is incorporated herein by refaren
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(@)

84

The following documents are filed as a part of tijsort:

Consolidated Statements of Operati

for the three years ended September 30, .
Consolidated Balance Sheet:

September 30, 2006, and October 1, 2
Consolidated Statements of Sharehol' Equity

for the three years ended September 30, .
Consolidated Statements of Cash Fl¢

for the three years ended September 30, .
Notes to Consolidated Financial Stateme
Report of Independent Registered Public Accounfinm
Report of Independent Registered Public Accounfinm

Financial Statement Sched- Schedule Il Valuation and Qualifyir
Accounts for the three years ended September 3%

All other schedules are omitted because they atkareapplicable nor require

The exhibits filed with this report are listed hmetExhibit Index at the end of Item
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EXHIBIT INDEX
Exhibit No. Page

2.1 Agreement and Plan of Merger dated as of Janua?pd1, among the Company, IBP, inc. and Lasso Adtipn
Corporation (previously filed as Exhibit 2.1 to tBempany's Quarterly Report on Form QCfor the period endt
December 30, 2000, Commission File No. 001-1470d,iacorporated herein by reference).

3.1 Restated Certificate of Incorporation of the Compd#oreviously filed as Exhibit 3.1 to the Compangsnua
Report on Form 10-K for the fiscal year ended Oetddy 1998, Commission File No. 004704, and incorporat
herein by reference).

3.2 Second Amended and Restated|Bws of the Company (previously filed as Exhib2 8 the Company's Quarte
Report on Form 10-Q for the period ended Januar00D0, Commission File No. 004704, and incorporat
herein by reference).

4.1 Form of Indenture between the Company and The Chéaehattan Bank, N.A., as Trustee (the Com
Indenture) relating to the issuance of Debt Seegri{previously filed as Exhibit 4 to Amendment Nb.tc
Registration Statement on Form S-3, filed with @@mmission on May 8, 1995, Registration No.58-77, an
incorporated herein by reference).

4.2 Form of 7.0% $200 million Note due May 1, 2018 &$wnder the Company Indenture (previously filedE=isibit
4.1 to the Company's Quarterly Report on FormQLfr the period ended March 28, 1998, Commissiita IFo.
001-14704, and incorporated herein by reference).

4.3 Form of 7.0% $40 million Note due May 1, 2018 issumder the Company Indenture (previously filedakibit
4.2 to the Company's Quarterly Report on FormQLfr the period ended March 28, 1998, Commissiita IFo.
001-14704, and incorporated herein by reference).

4.4 Supplemental Indenture between the Company andCHese Manhattan Bank, N.A., as Trustee, dated
October 2, 2001, supplementing the Company Inderdad relating to the issuance of the Company'® $78ion
7.250% Notes due 2006, together with form of 7.2599éte (previously filed as Exhibit 4.13 to the Canpg’s
Annual Report on Form 10-K for the fiscal year eth@eptember 29, 2001, Commission File No. 08104, an
incorporated herein by reference).

4.5 Supplemental Indenture between the Company andCHese Manhattan Bank, N.A., as Trustee, dated
October 2, 2001, supplementing the Company Inderdmd relating to the issuance of the Company'bilfitn
8.250% Notes due 2011, together with form of 8.250&te (previously filed as Exhibit 4.14 to the Caanpg’s
Annual Report on Form 10-K for the fiscal year esh@eptember 29, 2001, Commission File No. 08704, an
incorporated herein by reference).

4.6 Form of 6.60% Senior Notes due October 1, 2016$suinder the Company Indenture (previously filedEakibit
4.1 to the Company’s Current Report on Form 8-K &laR2, 2006, Commission File No. 004704, an
incorporated herein by reference).

4.7 2016 Notes Indenture Supplement, dated as of Séeted8, 2006, among the Company, Tyson Fresh Mbat
and JPMorgan Chase Bank, National Association {pusly filed as Exhibit 10.1 to the ComparyCurrent Repa
on Form 8-K September 19, 2006, Commission Filed.-14704, and incorporated herein by reference).

4.8 Indenture, dated January 26, 1996, between IBR, (iB®®) and The Bank of New York (the IBP Indeni
(previously filed as Exhibit 4 to IBP's RegistratiStatement on Form -filed with the Commission on Novem|
20, 1995, Commission File No. 33-64459, and inceafedl herein by reference).
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4.9

4.10

411

10.1

10.2

10.3

10.4

10.5

10.6
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Form of Senior Note issued under the IBP Indentorehe issuance of (a) $100 million 7.125% Semotes du
February 1, 2026 and (b) $300 million 7.95% Sehiotes due February 1, 2010 (previously filed asiEikH.16 tc
the Company’s Annual Report on Form KCor the fiscal year ended September 29, 2001, @imsion File Nc
001-14704, and incorporated herein by reference).

Form of $125 million 7.45% Senior Note due JuneQQ7 issued under the IBP Indenture (previoushkdfia:
Exhibit 4.17 to the Company’s Annual Report on Fot@K for the fiscal year ended September 29, 2
Commission File No. 001-14704, and incorporateeiney reference).

First Supplemental Indenture, dated as of Septe@®e2001, among the Company, Lasso Acquisitiorp@atior
and The Bank of New York, pursuant to which the @any guaranteed the Notes issued under the 1Bmimec
(previously filed as Exhibit 4.18 to the Companydsinual Report on Form 1RB-for the fiscal year ends
September 29, 2001, Commission File No.-14704, and incorporated herein by referen

Amended and Restated Receivables Transfer Agreemdated as of August 16, 2002, by and among T
Receivables Corporation, as Transferor, the Companyollection Agent and Guarantor, JP Morgan €lgank
as Administrative Agent and certain other persdrad are parties thereto as CP Conduit Purchasersniitec
Purchasers and Funding Agents (previously file&xsbit 10.6 to the Company’s Annual report on FdréK for
the period ended September 28, 2002, CommissierNel 001-14704, and incorporated herein by refezen

Amendment No. 3, dated as of August 15, 2003, ¢oGbompanys Amended and Restated Receivables Tra
Agreement dated as of August 16, 2002, by and anyspn Receivables Corporation, as Transferor
Company, as Collection Agent and Guarantor, JPMoi@hase Bank, as Administrative Agent and certéire!
entities that are parties thereto as CP Conduithasers, Committed Purchasers and Funding Ageresi¢psly
filed as Exhibit 10.7 to the Company’s Annual Reapor Form 10K for the fiscal year ended September 27, 2
Commission File No. 001-14704, and incorporateeinepy reference).

Amendment No. 4 and Waiver to the Companmended and Restated Receivables Transfer Agreehate
August 13, 2004, by and among Tyson Receivablepdtation, as Transferor, the Company, as Collectigan
and Guarantor, JPMorgan Chase Bank, as Adminigtrétgent and certain other entities that are pattiereto ¢
CP Conduit Purchasers, Committed Purchasers andifeu\gents (previously filed as Exhibit No. 10.4bthe
Company's Annual Report on Form 10-K for the fisgahr ended October 2, 2004, Commission File Nd-
14704, and incorporated herein by reference).

Amendment No. 5, dated as of August 10, 2005, ¢oGbompanys Amended and Restated Receivables Tra
Agreement, dated as of August 16, 2002, as amemhgeatyd among Tyson Receivables Corporation, assfeeor
the Company, as Collection Agent and Guarantor,aligith Chase Bank, as Administrative Agent and itedthe|
entities that are parties thereto as CP Conduitiasers, Committed Purchasers and Funding Agergsi¢psly
filed as Exhibit No. 10.4 to the Company's AnnuabBrt on Form 1@ for the fiscal year ended October 1, 2(
Commission File No. 001-14704, and incorporateeineby reference).

Amendment No. 6, dated as of January 39, 200&he¢dCompanys Amended and Restated Receivables Tra
Agreement, dated as of August 16, 2002, as amemgeahid among Tyson Receivables Corporation, assfesor
the Company, as Collection Agent and Guarantor,aligih Chase Bank, as Administrative Agent and itedthe|
entities that are parties thereto as CP ConduitHasers, Committed Purchasers and Funding Agents.

Amendment No. 7, dated as of July 27, 2006, toGoepanys Amended and Restated Receivables Tra
Agreement, dated as of August 16, 2002, as amemgeahid among Tyson Receivables Corporation, assfesor
the Company, as Collection Agent and Guarantor,aligith Chase Bank, as Administrative Agent and itedthe|
entities that are parties thereto as CP ConduitHasers, Committed Purchasers and Funding Agents.
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10.7  Amendment No. 8, dated as of August 9, 2006, toGbempanys Amended and Restated Receivables Tra 110-120
Agreement, dated as of August 16, 2002, as amemhgeahid among Tyson Receivables Corporation, assfesor
the Company, as Collection Agent and Guarantor,aligith Chase Bank, as Administrative Agent and itedthe|
entities that are parties thereto as CP ConduitHasers, Committed Purchasers and Funding Agents.

10.8 Receivables Purchase Agreement, executed in caonewith the Receivables Transfer Agreement desdrily
Exhibit 10.1 above, among the Company and cert#isidiaries of the Company, as Sellers and TysaeiRable:
Corporation, as Purchaser (previously filed as EixHi0.7 to the Company’s Annual report on FormKL@r the
period ended September 28, 2002, Commission FiléNb-14704, and incorporated herein by reference).

10.9 Amendment No. 1 to Receivables Purchase Agreendaitd August 13, 2004, among the Company and n
subsidiaries of the Company, as Sellers and TyseceiRables Corporation, as Purchaser (previousdyl fa
Exhibit No. 10.46 to the Company's Annual ReportFmrm 10K for the fiscal year ended October 2, 2(
Commission File No. 001-14704, and incorporateeiney reference).

10.10 Issuing and Paying Agency Agreement dated as ofiatgnl2, 2001, between the Company and The (
Manhattan Bank (previously filed as Exhibit 10.2the@ Company's Quarterly Report on FormQ®er the perio
ended December 30, 2000, Commission File No. 00’D44and incorporated herein by reference).

10.11 Commercial Paper Dealer Agreement dated as of dardiza 2001, between the Company and Credit StHgst
Boston Corporation (previously filed as Exhibit 4Go the Company's Quarterly Report on FormQl®er the
period ended December 30, 2000, Commission FileOR®-14704, and incorporated herein by reference).

10.12 Commercial Paper Dealer Agreement dated as of dariy 2001, between the Company and Merrill Ly
Money Markets Inc. and Merrill Lynch, Pierce, Fen8eSmith (previously filed as Exhibit 10.5 to tigompany"
Quarterly Report on Form 10-Q for the period en@etember 30, 2000, Commission File No. @104, an
incorporated herein by reference).

10.13 Commercial Paper Dealer Agreement dated as of dai2a 2001, between the Company and SunTrust &gje
Securities Corporation (previously filed as Exhib@.6 to the Company's Quarterly Report on FornQlfdr the
period ended December 30, 2000, Commission FileON®-14704, and incorporated herein by reference).

10.14 Commercial Paper Dealer Agreement dated as of darnl@ 2001, between the Company and J.P. M
Securities, Inc. (previously filed as Exhibit 1d’the Company's Quarterly Report on FormQ@er the perio
ended December 30, 2000, Commission File No. 00rD44and incorporated herein by reference).

10.15 Commercial Paper Dealer Agreement dated as of pi2a2001, between the Company and Chase Sesuhitt
(previously filed as Exhibit 10.8 to the Compan@ugarterly Report on Form 1Q-for the period ended Decem
30, 2000, Commission File No. 001-14704, and incafed herein by reference).

10.16 Five-Year Revolving Credit Agreement, dated as of Septn28, 2005, by and among Tyson Foods, Inc
borrower, JPMorgan Chase Bank, N.A., as Administeafgent, Merrill Lynch Bank USA, as Syndicatiorgént
SunTrust Bank, Cooperatieve Centrale Raiffeisenr@deenbank B.A. “Rabobank InternationaRew York
Branchand BNP Paribas, as Documentation Agents, @oBank, ACB and U.S. AgBank, FCB, as Co-
Documentation Agents, J.P. Morgan Securities las.,.Lead Arranger and Sole Bookrunner, and certtiei
lenders party thereto (previously filed as Exhi¥it. 10.1 to the Company's Current Report on Forkh@etober 3
2005, Commission File No. 001-14704, and incorpmtdterein by reference).
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10.17

10.18

10.19

10.20

10.21

10.22
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Amendment No. 1, dated as of March 2, 2006, taQtbepany’s Five-Year Revolving Credit Agreementededs

of September 28, 2005, with the Company, as bomrai®rMorgan Chase Bank, N.A., as Administrative Wge
Merrill Lynch Bank USA, as Syndication Agent, Suno3$trBank, Cooperatieve Centrale Raiffeisen-Boesmtlank
B.A. “Rabobank International”, New York BranchantlB Paribas, as Documentation Agents, and CoBanB AC
and U.S. AgBank, FCB, as Co-Documentation Agentsvipusly filed as Exhibit No. 10.1 to the Company"
Current Report on Form 8-K March 7, 2006, Commisgide No. 001-14704, and incorporated herein by
reference).

Amendment No. 2, dated as of April 28, 2006, toGmenpany’s Five-Year Revolving Credit Agreementedaas

of September 28, 2005, with the Company, as bomrai®rMorgan Chase Bank, N.A., as Administrative Wge
Merrill Lynch Bank USA, as Syndication Agent, Suno3t Bank, Cooperatieve Centrale Raiffeisen-Boessriiank
B.A. “Rabobank International”, New York BranchandlB Paribas, as Documentation Agents, and CoBanB AC
and U.S. AgBank, FCB, as Co-Documentation Agentsvipusly filed as Exhibit No. 10.1 to the Company"'
Current Report on Form 8-K May 2, 2006, Commisgtda No. 001-14704, and incorporated herein byresfee).

Amendment No. 3, dated as of July 27, 2006, tddbepany’s Five-Year Revolving Credit Agreementedaas of
September 28, 2005, as amended, with the Comparbgreower, JPMorgan Chase Bank, N.A., as Admitiist
Agent, Merrill Lynch Bank USA, as Syndication AgeSunTrust Bank, Cooperatieve Centrale Raiffeisen-
Boerenleenbank B.A. “Rabobank Internation&lgw York Branchand BNP Paribas, as Documentatioanégy anc
CoBank, ACB and U.S. AgBank, FCB, as Co-Documeanitefigents (previously filed as Exhibit No. 10.1the
Company's Current Report on Form 8-K July 31, 2@x@nmission File No. 0014704, and incorporated herein
reference).

ThreeYear Term Loan Agreement, dated as of September2@85, among Tyson Foods, Inc., as Guars
Lakeside Farm Industries Ltd., as Borrower, JPMor@hase Bank, N.A., Toronto Branch, as Administe
Agent, Merrill Lynch Capital Canada Inc., as Symdion Agent, and Rabobank Nederland Canadian Branc
BNP Paribas (Canada), as Documentation Agents,JadadMorgan Securities Inc. as Lead Arranger anie
Bookrunner, and certain other lenders party thefeteviously filed as Exhibit No. 10.2 to the Comgas Currer
Report on Form 8-K October 3, 2005, Commission Rite 001-14704, and incorporated herein by refesgnc

Amendment No. 1, dated as of March 2, 2006, taQtbeapany’s Three-Year Term Loan Agreement, dateaf as
September 28, 2005, with Lakeside, as borrowerCtrapany, as guarantor, JPMorgan Chase Bank, Nofonto
Branch, as Administrative Agent, Merrill Lynch CeiCanada Inc., as Syndication Agent, and Rabobank
Nederland Canadian Branch and BNP Paribas (Canasl®pcumentation Agents (previously filed as Eithilo.
10.2 to the Company's Current Report on Form 8-Kdi&, 2006, Commission File No. 001-14704, and
incorporated herein by reference).

Amendment No. 2, dated as of April 28, 2006, toGmenpany’s Three-Year Term Loan Agreement, dateaf as
September 28, 2005, with Lakeside, as borrowerCthapany, as guarantor, JPMorgan Chase Bank, Mofonto
Branch, as Administrative Agent, Merrill Lynch CtgiCanada Inc., as Syndication Agent, and Rabobank
Nederland Canadian Branch and BNP Paribas (Canasl®ocumentation Agents (previously filed as Eihilo.
10.2 to the Company's Current Report on Form 8-k Ra2006, Commission File No. 001-14704, and
incorporated herein by reference).
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10.23

10.24

10.25
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10.28

10.29
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Amendment No. 3, dated as of July 27, 2006, tadbepany’s Three-Year Term Loan Agreement, dateaf as
September 28, 2005, as amended, with Lakesideraswer, the Company, as guarantor, JPMorgan CBask,
N.A., Toronto Branch, as Administrative Agent, Milrynch Capital Canada Inc., as Syndication Agemd
Rabobank Nederland Canadian Branch and BNP Pdfilzasmda), as Documentation Agents (previously fied
Exhibit No. 10.2 to the Company's Current ReporfFomm 8-K July 31, 2006, Commission File No. 001204,
and incorporated herein by reference).

Amended and Restated Employment Agreement, dated asly 29, 2003, by and between John Tyson am
Company (previously filed as Exhibit 10.19 to then@pany’s Annual Report on Form X0for the fiscal yee
ended September 27, 2003, Commission File No. @FD4, and incorporated herein by reference).

Amended and Restated Employment Agreement, dateflJady 29, 2003, by and between Richard L. Bomd #¢
Company (previously filed as Exhibit 10.20 to then@pany’s Annual Report on Form X0for the fiscal yee
ended September 27, 2003, Commission File No. @FD4, and incorporated herein by reference).

Amended and Restated Employment Agreement, dateaf dsly 29, 2003, by and between Greg Lee an
Company (previously filed as Exhibit 10.21 to thengpany’'s Annual Report on Form XOfor the fiscal yee
ended September 27, 2003, Commission File No. @FD4, and incorporated herein by reference).

Form of Amendment to the Employment agreementhefRresident and Chief Executive Officer and théef
Administrative Officer and President, Internatiofaleviously filed as Exhibit No. 10.50 to the Cceng's Annue
Report on Form 10-K for the fiscal year ended Oetdh 2004, Commission File No. 00#~04, and incorporat
herein by reference).

Second Amendment to Amended and Restated EmployAgmeement dated February 4, 2005, by and bet
Tyson Foods, Inc. and Richard L. Bond (previoudbdfas Exhibit No. 10.1 to the Company's Quart&gport o
Form 10-Q for the period ended January 1, 2005, i@ission File No. 001-4704, and incorporated herein
reference).

Senior Executive Employment Agreement dated Nover2be 1998 between the Company and Leland E. T
(previously filed as Exhibit 10.20 to the Companynnual Report on Form 10K for the fiscal yearamh@ctobe
3, 1998, Commission File No. 001-14704, and incaafem herein by reference).

Amendment to Senior Executive Employment Agreentted February 4, 2005, by and between Tyson F
Inc. and Leland E. Tollett (previously filed as ExhNo. 10.2 to the Company's Quarterly ReportFammm 10Q
for the period ended January 1, 2005, CommissitenNo. 001-14704, and incorporated herein by refesg

Executive Employment Agreement between the CompantlyJ. Alberto GonzaleRita, dated November 15, 2(
(previously filed as Exhibit No. 10.1 to the CompanCurrent Report on Form K-November 18, 200
Commission File No. 001-14704, and incorporateeiney reference).

Officer Employment Agreement between the Compary @reig J. Hart, dated November 12, 2004 (previ
filed as Exhibit No. 10.2 to the Company's Currfi@eport on Form & November 18, 2004, Commission File
001-14704, and incorporated herein by reference).

Senior Advisor Agreement, dated July 30, 2004, iy between Don Tyson and the Company (previoukdy fa
Exhibit No. 10.43 to the Company's Annual ReportFmrm 10K for the fiscal year ended October 2, 2(
Commission File No. 001-14704, and incorporateeiney reference).




TYSON FOODS, INC.

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45

10.46

90

Executive Employment Agreement between the Compamg William W. Lovette, dated October 7, 2
(previously filed as Exhibit No. 10.1 to the CompanCurrent Report on Formk8-October 12, 2005, Commissi
File No. 00:-14704, and incorporated herein by referen

Officer Employment Agreement between the Compartyy James V. Lochner, dated October 7, 2005 (prelyi
filed as Exhibit No. 10.2 to the Company's CurrBeport on Form & October 12, 2005, Commission File |
001-14704, and incorporated herein by reference).

Executive Employment Agreement between the CompaidyWWade Miquelon, dated April 13, 2006 (previously
filed as Exhibit No. 10.1 to the Company's Currieeport on Form 8-K April 18, 2006, Commission Hile. 001-
14704, and incorporated herein by reference).

Form of Indemnity Agreement between Tyson Foodg. land its directors and certain executive offi
(previously filed as Exhibit 10(t) to the Companysnual Report on Form 1R-for the fiscal year ends
September 30, 1995, Commission File No. 0-3400,iacaiporated herein by reference).

Form of IBP's Indemnification Agreement with offiseand directors (previously filed as Exhibit N@.& to IBP"
Registration Statement on Form S-1, dated Augus1987, File No. 16085 and incorporated hereby by referer

Tyson Foods, Inc. Annual Incentive Compensatiom Ria Senior Executives adopted February 4, 200&v{pusly
filed as Exhibit No. 10.34 to the Company's Annieaport on Form 1@ for the fiscal year ended October 1, 2(
Commission File No. 001-14704, and incorporateeiney reference).

Tyson Foods, Inc. Restricted Stock Bonus Planctffe August 21, 1989, as amended and restatedpoih 15,
1994; and Amendment to Restricted Stock Bonus effattive November 18, 1994 (previously filed ashibi 10
() to the Company's Annual Report on FormK.@er the fiscal year ended October 1, 1994, Corsiois File No
0-3400, and incorporated herein by reference).

Tyson Foods, Inc. Amended and Restated EmployeekSRurchase Plan, dated as of December 13,
(previously filed as Exhibit 10.12 to the Companierm 10K for the fiscal year ended October 2, 1¢
Commission File No. 0(-14704, and incorporated herein by referen

Amended and Restated Executive Savings Plan of nTy@Emods, Inc. effective October 1, 1997, and
Amendment to the Amended and Restated Executivin@awlan of Tyson Foods, Inc. effective Decembk
1998 (previously filed as exhibit 10.15 to the Camys Form 1 for the fiscal year ended October 2, 1¢
Commission File No. 001-14704, and incorporateeiney reference).

Tyson Foods, Inc. Nostatutory Stock Option Plan of 1982, as amendedrasthted on November 18, 19
(previously filed as Exhibit 99 to the Company'gReration Statement of Form &filed with the Commission «
January 30, 1995, Commission File No. 33-54716,iacarporated herein by reference).

Tyson Foods, Inc. 2000 Stock Incentive Plan datedjust 11, 2000 (previously filed as exhibit 10.109the
Company's Form 10-K for the fiscal year ended Smptr 30, 2000, Commission File No. 004704, an
incorporated herein by referenc

IBP 1987 Stock Option Plan (previously filed as BihNo. 28(a) to IBP's Registration Statement arnf S8,
dated January 5, 1988, File N0.-19441 and incorporated herein by referen

IBP Officer Long-Term Stock Plan (previously filed Exhibit No. 10.5.3 to IBP's Annual Report onridrOK for
the fiscal year ended December 25, 1993, File I-6085 and incorporated herein by referen
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IBP Directors Stock Option Plan (previously filesl Bxhibit No. 10.5.4 to IBP's Annual Report on FatfK for
the fiscal year ended December 25, 1993, File I-6085 and incorporated herein by referen

1996 Officer Long-Term Stock Plan (previously filad Exhibit No. 10.5.6 to IBP's Annual Report onrfrd 0K
for the fiscal year ended December 28, 1996, Fde1-6085 and incorporated herein by referen

IBP 1996 Stock Option Plan (previously filed as Bxh10.5.7 to IBP's Annual Report on Form K(for the fisca
year ended December 28, 1996, File N-6085 and incorporated herein by referen

Text of Retirement Income Plan of IBP, inc. (as adesl and Restated Effective as of January 1, 18823mende
(previously filed as Exhibit No. 10.28 to IBP's Aral Report on Form 18-for the fiscal year ended December
1992, File No. 1-6085 and incorporated herein ligresmce).

Tyson Foods, Inc. Supplemental Executive RetireraantLife Insurance Plan dated January 23, 20@Vigusly
filed as Exhibit No. 10.1 to the Company's Quayt&kport on Form 1@ for the period ended March 27, 2C
Commission File No. 001-14704, and incorporateeinepy reference).

Form of Performance Stock Award pursuant to whieffggmance unit awards are granted under the Tieouls
Inc. 2000 Stock Incentive Plan (previously filedEshibit No. 10.47 to the Company's Annual Repaortfrorm 10-
K for the fiscal year ended October 2, 2004, Corsiois File No. 00114704, and incorporated herein

reference)

Form of Restricted Stock Agreement pursuant to Wwhestricted stock awards are granted under thenTi®ods
Inc. 2000 Stock Incentive Plan (previously filedEgibit No. 10.48 to the Company's Annual Reportrorm 10-
K for the fiscal year ended October 2, 2004, Cormsiois File No. 00114704, and incorporated herein

reference)

Form of Stock Option Grant Agreement pursuant tictvistock option awards are granted under the Tysmds
Inc. 2000 Stock Incentive Plan (previously filedEshibit No. 10.49 to the Company's Annual Repaortfrorm 10-
K for the fiscal year ended October 2, 2004, Cormsiis File No. 00114704, and incorporated herein

reference)

Calculation of Ratio of Earnings to Fixed Charges
Subsidiaries of the Company
Consent of Ernst & Young, LLP

Certification of Chief Executive Officer pursuant 8EC Rule 13a-14(a)/154(a), as adopted pursuant to Se(
302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuamt SEC Rule 13a-14(a)/154(a), as adopted pursuant to Sec
302 of the Sarban-Oxley Act of 2002

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdto8e906 o
the Sarban«-Oxley Act of 2002

Certification of Chief Financial Officer pursuamt 18 U.S.C. Section 1350, as adopted pursuantdtoB8e906 o
the Sarban«-Oxley Act of 2002
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TYSON FOODS, INC.

SIGNATURES

Pursuant to requirements of Section 13 or 15(dh@fSecurities Exchange Act of 1934, the registhastduly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

TYSON FOODS, INC.

By: /s Wade Miquelol December 13, 200
Wade Miquelor

Executive Vice President, Chi
Financial Officer
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TYSON FOODS, INC.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpwhe following persons

behalf of the registrant and in the capacities@mthe date indicated.

/s/ Richard L. Bond
Richard L. Bond

s/ Scott Ford
Scott Ford

/s/ Lloyd V. Hackley
Lloyd V. Hackley

[s/ Craig J. Hart
Craig J. Hart

/sl Jim Kever
Jim Kever

/s Wade Miquelon
Wade Miquelon

/s/ Jo Ann R. Smith
Jo Ann R. Smith

/s/ Leland E. Tollett
Leland E. Tollett

/s/ Barbara A. Tyson
Barbara A. Tyson

/s/ Don Tyson
Don Tyson

/sl John H. Tyson
John H. Tyson

/s/ Albert C. Zapanta
Albert C. Zapant:
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President and Chief Executive Officer

Director

Director

Senior Vice President, Controller and

Chief Accounting Officer

Director

Executive Vice President and Chief Financial Office

Director

Director

Director

Director

Chairman of the Board of Directors

Director

December 13, 2006

December 13, 2006

December 13, 2006

December 13, 2006

December 13, 2006

December 13, 2006

December 13, 2006

December 13, 2006

December 13, 2006

December 13, 2006

December 13, 2006

December 13, 2006




TYSON FOODS, INC.

FINANCIAL STATEMENT SCHEDULE
TYSON FOODS, INC.
SCHEDULE Il
VALUATION AND QUALIFYING ACCOUNTS

Three Years Ended September 30, 2006

in millions

Balance ¢ Chargedt Charged t Balance ¢

Beginning Costs an Othel Additions End o

Description of Perioc Expense Account:  (Deductions Perioc
Allowance for Doubtful Account

2006 $ 9 % B oy $ - $ 4 @ $ 8

2005 $ 11 $ 1) $ - 9 1) $ 9

2004 $ 16 $ B @ $ - 3 3 @ $ 11

(1) The Company reduced a portion of the allowancedfmrbtful accounts as the respective accounts raleivbalances were eitl
collected or determined to be collectik

(2) The Company received payments on accounts thapiesibusly been written of
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TYSON FOODS, INC.

Exhibit pages 96 through 130 are not included; harecopies of these pages may be obtained foe ddfecover administrative costs
request to the corporate office.
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EXECUTION COPY

This AMENDMENT NO. 6, dated as of January 30, 206 “Amendment”) to the Amended and
Restated Receivables Transfer Agreement datedAsgufst 16, 2002, as originally dated October D012 and a
amended through and including the date hereofdoraance with its terms (the “ Receivables Tran&fgreement
"), by and among TYSON RECEIVABLES CORPORATION, alBware corporation, as transferor (in such
capacity, the “Transferor”). TYSON FOODS, INC., alBware corporation, individually (“Tyson”), as leation
agent (in such capacity, the “Collection Agent"Has guarantor under the Limited Guaranty set fior#hrticle IX
thereto (in such capacity, the “Guarantor”), theesal commercial paper conduits parties theretotheil
respective permitted successors and assigns @feConduit Purchasetseach, individually, a “* CP_Conduit
Purchasef), the several financial institutions parties tteras “ Committed Purchasérand their respective
permitted successors and assigns (the “ CommittechBsers, each, individually, a * Committed Purchasgr
the agent bank of each CP Conduit Purchaser andritted Purchaser and its permitted successor aigraghe
“ Funding Agent’ with respect to such CP Conduit Purchaser and@itted Purchaser), and JPMorgan Chase
Bank, N.A., a New York state banking corporatiodRMorgan”), as administrative agent for the berafthe CP
Conduit Purchasers, the Committed Purchasers anuthding Agents (in such capacity, the “ Admiristre

Agent”).

RECITALS
WHEREAS, the parties hereto have previously entaredthe Receivables Transfer Agreement;

WHEREAS, the parties to the Receivables Transfae@gent wish to amend the Receivables Transferehgeat pursual
to Section 10.02 of the Receivables Transfer Agergnsubject to the terms and conditions set foetiein;

NOW THEREFORE, for and in consideration of the pisers and of other good and valuable consideratt@nreceipt and
sufficiency of which are hereby acknowledged, thgips hereto consent and agree as follows:
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AGREEMENTS

SECTION 1. Definitions Unless otherwise defined in this Amendment, eflred terms used in this Amendment,
including the Recitals hereto, shall have the megsiascribed to such terms in the Receivables feraAgreement.

SECTION 2. Amendment to DefinitionThe definition of Obligor set forth in Schedule@dthe Receivables Transfer
Agreement is hereby amended and restated in itegnto read as follows:

“ Obligor " shall mean a Person, other than an Excluded Ohlapligated to make payments for the provisiogadds and
services pursuant to a Contract. For purposes®ofiifinition “Excluded Obligor” shall mean Winn-Xi¢ Stores, Inc. and any of its
Subsidiaries.

SECTION 3. Acknowledgment of Guarantofhe Guarantor hereby acknowledges receipt ofhatide of, and consents to
the terms of, this Amendment.

SECTION 4. Representations and Warranti€se Transferor represents and warrants to theisidtrative Agent, the
Funding Agents, the CP Conduit Purchasers and éinentitted Purchasers that its representations ancntées set forth in Section 3.01 of
the Receivables Transfer Agreement are true anéatan all material respects, in each case aketitite hereof, except to the extent such
representations and warranties expressly relaa &arlier date (in which case such representaindsvarranties shall be true and correct in
all material respect as of such earlier date). $aphesentations and warranties shall be deemieavim been made under the Receivables
Transfer Agreement.

SECTION 5._Counterparts; Conditions to Effectivenebhis Amendment may be executed in two or morentayparts,
each of which shall be an original, but all of whtogether shall constitute one and the same m&int. This Amendment will be effective on
the date (the “ Effective Dat® when:

(i) executed counterparts of this Amendment are deld/by each party hereto to the Administrative Agantd

(i) the Administrative Agent has received Buther documents, instruments, certificates ariaps as the
Administrative Agent or any Funding Agent shallgeaably request.

SECTION 6. Agreement in Full Force and EffeBixcept as expressly amended hereby, the Reces/@bhnsfer
Agreement will continue in fill force and effect @accordance with the provisions thereof as in erist on the date hereof. After the date of
the effectiveness hereof, any reference to theiRRages Transfer Agreement will mean the Receivablansfer Agreement as amended by
this Amendment.

SECTION 7. Governing LawTHIS AMENDMENT SHALL BE GOVERNED
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BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THISTATE OF NEW YORK, WITHOUT REFERENCE TO ITS
CONFLICT OF LAW PROVISIONS, AND THE OBLIGATIONS, RBHTS AND REMEDIES OF THE PARTIES HEREUNDER SHALL
BE DETERMINED IN ACCORDANCE WITH SUCH LAWS.

SECTION 8. HeadingsThe headings of this Amendment are for purpo$esference only and shall not limit or otherwise
affect the meaning hereof.
[Remainder of this page intentionally left blank.]
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IN WITNESS WHEREOF, the pathos hereto have eachaththis Amendment to be duly executed by thepeaetive
officers as of the day and year first above written

TYSON RECEIVABLES CORPORATION,
as Transferor

By: /sl Dennis Leatherb

Name: Dennis Leatherby

Title: SVP Finance & Treasurer &
Interim CFO

TYSON FOODS, INC., individually, as
Collection Agent and as Guarantor

By: /sl Dennis Leatherb

Name: Dennis Leatherby

Title: SVP Finance & Treasurer &
Interim CFO

JPMORGAN CHASE BANK, NA.
(formerly known as The Chase Manhattan Bank), asiAi$trative Agent

By: [sl Sherri Gerne
Name: Sherri Gerner
Title: Vice Presiden
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PARK AVENUE RECEIVABLES
COMPANY, LLC, as CP Conduit Purchaser

By: [sl Sherri Gerne
Name: Sherri Gerner
Title: Vice Presiden

JPMORGAN CHASE BANK, NA.
(formerly known as The Chase Manhattan
Bank), as Committed Purchaser for Park
Avenue Receivables Company, LLC

By: [sl Sherri Gerne
Name: Sherri Gerner
Title: Vice Presiden

JPMORGAN CHASE BANK, NA.
(formerly knownas The Chase Manhattan
Bank), as Funding Agent for Park Avenue
Receivables Company, LLC

By: [sl Sherri Gerne

Name: Sherri Gerner
Title: Vice Presiden
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THREE PILLARS FUNDING LLC, as CP
Conduit Purchaser

By: /sl Doris J. Hear!
Name

Doris

J.

Hearn

Title: Vice Presiden

SUNTRUST BANK, as Committed
Purchaser for Three Pillars Funding LLC

By: Isl Gregory L. Canno
Name: Gregory L. Cannon
Title: Director

SUNTRUST BANK, as Funding Agent for
Three Pillars Funding LLC

By: /sl Gregory L. Canno
Name: Gregory L. Cannon
Title: Director
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NIEUW AMSTERDAM RECEIVABLES CORPORATION, as CP CantiPurchaser

By: /sl Frank B. Bilotte
Name: Frank B. Bilotta
Title: Vice Presiden

COOPERATIEVE CENTRALE

RAIFFEISEN-BOERENLEENBANK B.A., “RABOBANK INTERNATONAL”, NEW
YORK BRANCH, as Committed Purchaser

for Nieuw Amsterdam Receivables Corporation

By: /sl Brett Delfino
Name: Brett Delfino
Title: Executive Directo

By: /sl Jocelyne Lalleman
Name: Jocelyne Lallemand
Title:  Vice Presiden

COOPERATIEVE CENTRALE

RAIFFEISEN-BOERENLEENBANK B.A., “RABOBANK INTERNATONAL”, NEW
YORK BRANCH, as Funding Agent

for Nieuw Amsterdam Receivables Corporation

By: /sl Brett Delfino
Name: Brett Delfino
Title: Executive Directo

By: /sl Jocelyne Lalleman
Name: Jocelyne Lallemand
Title:  Vice Presiden
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EXECUTION COPY

This AMENDMENT NO. 7, dated as of July 27, 2006gthAmendmerit ) to the Amended and Resta
Receivables Transfer Agreement dated as of Augys2d02, as originally dated October 17, 2001, asd
amended through and including the date hereoféordance with its terms (the “ Receivables Transfer
Agreemerit) , by and among TYSON RECEIVABLES CORPORATION, a Dadag/corporation, as transferor
such capacity, the “Transferor”), TYSON FOODS, IN&Delaware corporation, individually (“Tyson”s a
collection agent (in such capacity, the “ Collentidgent ) and as guarantor under the Limited Guarantycs#t f
in Article IX thereto (in such capacity, the “Guatar”), the several commercial paper conduits parthereto and
their respective permitted successors and asdigas CP Conduit Purchasérseach, individually, a CP_Condui
Purchase , the several financial institutions parties theras$ “ Committed Purchaseérand their respective
permitted successors and assigns (the “* CommittechBsers, each, individually, a * Committed Purchager
the agent bank of each CP Conduit Purchaser andritted Purchaser and its permitted successor asigra@he
“ Funding Agent’ with respect to such CP Conduit Purchaser and@itted Purchaser), and JPMorgan Chase
Bank, N.A., a New York state banking corporatiocdRMorgan”), as administrative agent for the bera#fthe CP
Conduit Purchasers, the Committed Purchasers anuthding Agents (in such capacity, the “ Admirastre

Agent’) .

RECITALS

WHEREAS, the parties hereto have previously entaredthe Receivables Transfer Agreement;

WHEREAS, the parties to the Receivables Transfae@gent wish to amend the Receivables Transferehgeat pursual

to Section 10.02 of the Receivables Transfer Agergsubject to the terms and conditions set foetiein;

NOW THEREFORE, for and in consideration of the pisers and of other good and valuable consideratt@nreceipt and

sufficiency of which are hereby acknowledged, thgips hereto consent and agree as follows:

AGREEMENTS

SECTION 1. Definitions Unless otherwise defined in this Amendment, aflred terms used in this Amendment,

including the Recitals hereto, shall have the megsascribed to such terms in the Receivables feraAgreement.
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SECTION 2._ Amendment to DefinitionThe definition of Five-Year Credit Agreement f&th on Schedule A to the
Receivables Transfer Agreement is hereby amendeddigcing September 24, 2001 with September 285.20

SECTION 3. Amendment to Section 5.02(l9ection 5.02(k) of the Receivables Transfer Agrext is hereby amended
and restated in its entirety to read as follows:

“(k) Financial CovenantsTyson shall not amend, modify or waive the firahcovenants set forth in Sections
7.13, 7.14, 7.15 and 7.16 of the Five-Year Credjte®ment without the prior consent of the Admimiste Agent and the
Funding Agents.”

SECTION 4. Consent to AmendmerRursuant to Section 5.02(k) of the Receivablem3fier Agreement, the parties hel
hereby consent to Amendment No. 3 dated as of2lul2006, to the Five-Year Credit Agreement.

SECTION 5. Waiver (a) Solely for the purposes of this Amendmers, fiarties hereto waive compliance by Tyson with
Section 5.02(k) of the Receivables Transfer Agre®ra or prior to April 28, 2006.

(b) The waiver provided for in this Section 5 stw@inmence on the effectiveness of this Amendmaeiat.except in this
instance, but at all times thereafter the Receaabransfer Agreement shall apply in all respextd, the parties to the Receivables Transfer
Agreement shall have all rights and remedies, asah waiver had never been granted.

SECTION 6. Acknowledgment of Guarantofhe Guarantor hereby acknowledges receipt ofatide of, and consents to
the terms of, this Amendment.

SECTION 7. Representations and Warranti€se Transferor represents and warrants to theididirative Agent, the
Funding Agents, the CP Conduit Purchasers and énentitted Purchasers that its representations ancntées set forth in Section 3.01 of
the Receivables Transfer Agreement are true anéatan all material respects, in each case aketitite hereof, except to the extent such
representations and warranties expressly releda warlier date (in which case such representatindsvarranties shall be true and correct in
all material respect as of such earlier date). Saphesentations and warranties shall be deemieavi® been made under the Receivables
Transfer Agreement.

SECTION 8. Counterparts; Conditions to EffectiveneEhis Amendment may be executed in two or morent=parts,
each of which shall be an original, but all of whtogether shall constitute one and the same m&int. This Amendment will be effective on
the date (the “ Effective Dat® when:

0] executed counterparts of this Amendment and theewaind consent fee letter dated the date heretfiden
the Transferor, Tyson and the Administrative Aggné “ Waiver and Consent Fee Letterare delivered by
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each party hereto to the Administrative Agent;

(i) the Transferor shall have paid to eadmmitted Purchaser any fee then due and payalgiadio Committed
Purchaser under the Waiver and Consent Fee Letter;

(i) the Rating Agencies shall have provided fRating Confirmations in accordance with Secti@62f the
Receivables Transfer Agreement; and

(iv) the Administrative Agent has received sother documents, instruments, certificates andiopias the
Administrative Agent or any Funding Agent shallseaably request.

SECTION 9. Agreement in Full Force and EffeEixcept as expressly amended hereby, the Reces/dbhnsfer
Agreement will continue in full force and effectaccordance with the provisions thereof as in erist on the date hereof. After the date of
the effectiveness hereof, any reference to theiRaoles Transfer Agreement will mean the ReceivaBlensfer Agreement as amended by
this Amendment.

SECTION 10. Governing LawTHIS AMENDMENT SHALL BE GOVERNED BY AND CONSTRUEDN
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORRVITHOUT REFERENCE TO ITS CONFLICT OF LAW

PROVISIONS, AND THE OBLIGATIONS, RIGHTS AND REMEDI& OF THE PARTIES HEREUNDER SHALL BE DETERMINED IN
ACCORDANCE WITH SUCH LAWS.

SECTION 11, HeadingsThe headings of this Amendment are for purpo$esference only and shall not limit or
otherwise affect the meaning hereof

[Remainder of this page intentionally left blank.]
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IN WITNESS WHEREOF, the pathos hereto have eachaththis Amendment to be duly executed by thepeaetive
officers as of the day and year first above written

TYSON RECEIVABLES CORPORATION,
as Transferor

By: /sl Dennis Leatherb
Name: Dennis Leatherby
Title: SVP Finance & Treasurer

TYSON FOODS, INC., individually, as
Collection Agent and as Guarantor

By: /sl Dennis Leatherb
Name: Dennis Leatherby
Title: SVP Finance & Treasurer

JPMORGAN CHASE BANK, NA.
(formerly known as The Chase Manhattan Bank), awiAi$trative Agent

By: [sl Sherri Gerne
Name: Sherri Gerner
Title: Vice Presiden
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PARK AVENUE RECEIVABLES
COMPANY, LLC, as CP Conduit Purchaser

By: JPMORGAN CHASE BANK, N.A., its
attorney-in-fact

By: [sl Sherri Gerne
Name: Sherri Gerner
Title: Vice Presiden

JPMORGAN CHASE BANK, NA.
(formerly known as The Chase Manhattan
Bank), as Committed Purchaser for Park
Avenue Receivables Company, LLC

By: [sl Sherri Gerne
Name: Sherri Gerner
Title: Vice Presiden

JPMORGAN CHASE BANK, NA.
(formerly knownas The Chase Manhattan
Bank), as Funding Agent for Park Avenue
Receivables Company, LLC

By: /sl Sherri Gerne

Name: Sherri Gerner
Title: Vice Presiden
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THREE PILLARS FUNDING LLC, as CP
Conduit Purchaser

By: /sl Doris J. Hear!
Name: Doris J. Hear
Title: Vice Presiden

SUNTRUST BANK, as Committed
Purchaser for Three Pillars Funding LLC

By: /sl Stephen A. McKenn
Name: Stephen A. McKenna
Title:  Sr. Vice Presider

SUNTRUST BANK, as Funding Agent for
Three Pillars Funding LLC

By: /sl Stephen A. McKenn
Name: Stephen A. McKenna
Title: Sr. Vice Presider
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NIEUW AMSTERDAM RECEIVABLES CORPORATION, as CP CantiPurchaser

By: COOPERATIEVE CENTRALE

RAIFFEISEN-BOERENLEENBANK B.A.,

“RABOBANK INTERNATIONAL”, NEW YORK BRANCH, as Attorney-in-
Fact

By: [s/ Brett Delfino
Name: Brett Delfino
Title: Executive Directo

By: /sl Christopher Lev
Name: Christopher Lew
Title:  Vice Presiden

COOPERATIEVE CENTRALE

RAIFFEISEN-BOERENLEENBANK B.A., “RABOBANK INTERNATONAL”, NEW
YORK BRANCH, as Committed Purchaser

for Nieuw Amsterdam Receivables Corporation

By: [s/ Brett Delfino
Name: Brett Delfino
Title: Executive Directo

By: /sl Christopher Lev
Name: Christopher Lew
Title:  Vice Presiden

COOPERATIEVE CENTRALE

RAIFFEISEN-BOERENLEENBANK B.A., “RABOBANK INTERNATONAL”, NEW
YORK BRANCH, as Funding Agent

for Nieuw Amsterdam Receivables Corporation

By: [s/ Brett Delfino
Name: Brett Delfino
Title: Executive Directo

By: [s/ Christopher Lev
Name: Christopher Lew
Title:  Vice Presiden
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This AMENDMENT NO. 8, dated as of August 9, 2006igt* Amendment) to the Amended and
Restated Receivables Transfer Agreement dated&sgefst 16, 2002, as originally dated October D012 and as
amended through and including the date hereoféoraance with its terms (the “ Receivables Transfigreement
"), by and among TYSON RECEIVABLES CORPORATION, alBware corporation, as transferor (in such
capacity, the “ Transferd), TYSON FOODS, INC., a Delaware corporation, widually (“* Tyson”), as collectior
agent (in such capacity, the “ Collection Ag&nand as guarantor under the Limited Guarantyfah in Article
IX thereto (in such capacity, the “ Guarantprthe several commercial paper conduits partiesdto and their
respective permitted successors and assigns @feConduit Purchasetseach, individually, a “* CP_Conduit
Purchasef), the several financial institutions parties teras “ Committed Purchasérand their respective
permitted successors and assigns (the “ CommittechBsers, each, individually, a * Committed Purchasgrthe
agent bank of each CP Conduit Purchaser and Coethitttirchaser and its permitted successor and g#segh
Funding Agent with respect to such CP Conduit Purchaser and CtteahiPurchaser), and JPMorgan Chase E
N.A., a New York state banking corporation (* JPK@n”), as administrative agent for the benefit of @e
Conduit Purchasers, the Committed Purchasers anuthding Agents (in such capacity, the “ Admirsistre

Agent”).

RECITALS
WHEREAS, the parties hereto have previously enteredthe Receivables Transfer Agreement;
WHEREAS, the parties wish to extend the FacilitC@mmitment Expiry Date from August 9, 2006 to Auig8is2007;

WHEREAS, the parties wish to extend one componetiteoFacility B Commitment Expiry Date from Augugt2008 to
August 8, 2009;

WHEREAS, the parties to the Receivables Transfaedgent wish to amend the Receivables Transferekgeat pursuant
to Section 10.02 of the Receivables Transfer Agergnsubject to the terms and conditions set foetiein;

NOW THEREFORE, for and in consideration of the pissa and of other good and valuable consideratti@n;eceipt and
sufficiency of which are hereby acknowledged, thgips hereto consent and agree as follows:
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AGREEMENTS

* Definitions. Unless otherwise defined in this Amendment, aflrled terms used in this Amendment, including the
Recitals hereto, shall have the meanings ascribeddh terms in the Receivables Transfer Agreement.

* Amendments to Definitions(a) The definition of Concentration Factor settidn Schedule A to the Receivables Tran
Agreement is hereby amended by:

* replacing 12.0% in clause (i) thereof with 15.0%;
¢ replacing 6.0% in clause (ii) thereof with 7.50%;
* replacing 3.0% in clause (iii) thereof with 3.258&fid
¢ replacing 3.0% in clause (iv) thereof with 3.25%.

* Clause (3) of the definition of Eligible Receivalslket forth in Schedule A to the Receivables Transfgeement is hereby
amended and restated in its entirety to read &mfsi

“(3) the Obligor of which is (A) a United Statessident or a resident of a U.S. territory othentR&ceivables due from Obligors
that are not residents of the United States orsa térritory to the extent the aggregate OutstanBialance of Receivables due from
such Obligors does not exceed 5% of the OutstariBlalgnce of all Receivables on any date of commna{B) a Designated
Obligor at the time of the initial creation of artérest therein under the Receivables Transferekgeat, (C) not an Official Body or
an Affiliate of any of the parties to the ReceivablTransfer Agreement other than Receivables due ®fficial Bodies to the extent
the aggregate Outstanding Balance of Receivabkedrdm such Obligors does not exceed 2% of thet@utiéng Balance of all
Receivables on any date of computation, (D) nosthigect of an Event of Bankruptcy, and (E) aniBlgObligor;”

® The definition of Facility A Commitment Expiry Daget forth in Schedule A to the Receivables Tran&fgeement is
hereby amended and restated in its entirety to asddllows:

“ Facility A Commitment Expiry Daté shall initially mean with respect to each CommmittPurchaser, August 8, 2007, as extended
from time to time with respect to such CommitteddPasers pursuant to Section 2.26 of the Receisalensfer Agreement.”

* Clause (a) of the definition of Facility B CommitnteExpiry Date set forth in Schedule A to the Reables Transfer
Agreement is hereby amended and restated in itegnto read as follows:

“(a) August 8, 2009;”
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* The definition of Loss and Dilution Reserve Ratt forth on Schedule A to the Receivables Transfgeement is herel
eliminated in its entirety.

® The definition of Percentage Factor set forth oheSlale A to the Receivables Transfer Agreement) thié exception of
the last paragraph thereof which shall not be aménid hereby amended and restated in its entoetyad as follows:

“ Percentage Factbshall mean the fraction (expressed as a percentagg)uted on any date of determination as follows:

NI X (1+ (LR+DR+CCRR)) + (SFRR x OBR)
1— (LR+DR) 1- (LR+DR)
NRB
Where:
NI = the Net Investment on the date of such computation;
LR = the Loss Reserve on the date of such computation;
DR = the Dilution Reserve on the date of such computatio
CCRR = the Carrying Cost Reserve Ratio on the date of soafiputation;
SFRR = the Servicing Fee Reserve Ratio on the date of soetputation;
OBR = the Outstanding Balance of all Reabies on the date of such computation; and
NRB = the Net Receivables Balance on the date of suclpetation.”
* The following new definitions are hereby added tb&lule A to the Receivables Transfer Agreemeatphabetical
order:
“Dilution Reserve’ shall mean, on any day, theages of (i) 3% and (ii) the Dilution Reserve Ratio.
“Loss Reserve’ shall mean, on any day, the greafté€i) 15% and (ii) the Loss Reserve Ratio.”
* Amendment to Schedule (Schedule C to the Receivables Transfer Agreemdmdreby amended by replacing 15% with
18%.
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* Waiver. (a) Solely for the purposes of this Amendment,annection with the extension of the Facility Am@mitment
Expiry Date, the Transferor, the Administrative Agand each CP Conduit Purchaser hereby waiveQluags prior notice requirement
applicable to each Committed Purchaser set forBeition 2.26 of the Receivables Transfer Agreement

* The waiver provided for in this Section 4 shall coance on the effectiveness of this Amendment, andp# in this
instance, but at all times thereafter the Receaabransfer Agreement shall apply in all respextd, the parties to the Receivables Transfer
Agreement shall have all rights and remedies, asah waiver had never been granted.

* Acknowledgment of GuarantoiThe Guarantor hereby acknowledges receipt ofnatide of, and consents to the terms
this Amendment.

* Representations and Warrantiéhe Transferor represents and warrants to theididirative Agent, the Funding Agents,
the CP Conduit Purchasers and the Committed Pwrch#sat its representations and warranties stt iioiSection 3.01 of the Receivables
Transfer Agreement are true and correct in all nelteespects, in each case as of the date hereodpt to the extent such representations
warranties expressly relate to an earlier datevfiith case such representations and warrantiest®htibie and correct in all material respect
as of such earlier date). Such representationsvandnties shall be deemed to have been made threl®eceivables Transfer Agreement.

® Counterparts; Conditions to Effectivene3shis Amendment may be executed in two or morentaparts, each of which
shall be an original, but all of which togetherlsbanstitute one and the same instrument. This Adngent will be effective on the date (the “
Effective Date’) when:

* executed counterparts of this Amendment and thentiee and Restated Fee Letter, between the Transigison
and the Administrative Agent (the “ Amended andtRies] Fee Lettel), are delivered by each party hereto to the
Administrative Agent;

¢ the Transferor shall have paid to each Committedi®iser any fee then due and payable to each Céedmit
Purchaser under the Amended and Restated Fee;Letter

* the Rating Agencies shall have provided the Rafingfirmations in accordance with Section 2.26 eff®eceivables
Transfer Agreement; and

* the Administrative Agent has received such otheudtents, instruments, certificates and opiniorthas
Administrative Agent or any Funding Agent shallseaably request.

* Agreement in Full Force and EffecExcept as expressly amended hereby, the Reces/dbhnsfer Agreement will
continue in full force and effect in
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accordance with the provisions thereof as in entsen the date hereof. After the date of the &ffecess hereof, any reference to the
Receivables Transfer Agreement will mean the Red®#és Transfer Agreement as amended by this Amemidme

® Governing Law. THIS AMENDMENT SHALL BE GOVERNED BY AND CONSTRUEDN ACCORDANCE WITH
THE LAWS OF THE STATE OF NEW YORK, WITHOUT REFERENKCTO ITS CONFLICT OF LAW PROVISIONS, AND THE
OBLIGATIONS, RIGHTS AND REMEDIES OF THE PARTIES HEHUNDER SHALL BE DETERMINED IN ACCORDANCE WITH
SUCH LAWS.

* Headings The headings of this Amendment are for purpo$esference only and shall not limit or otherwidteat the
meaning hereof.

[Remainder of this page intentionally left blank.]
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IN WITNESS WHEREOF, the parties hereto have eacis®d this Amendment to be duly executed by thepeetive
officers as of the day and year first above written

TYSON RECEIVABLES CORPORATION, as Transferor

By:_/s/ Dennis Leatherby
Name: Dennis Leatherby
Title: SVP Finance & Treasurer

TYSON FOODS, INC., individually, as Collection Ageand as Guarantor

By:_ /s/ Dennis Leatherby
Name: Dennis Leatherby
Title: SVP Finance & Treasurer

JPMORGAN CHASE BANK, N.A. (formerly known as The &® Manhattan Bank), as
Administrative Agent

By :
Name:
Title:
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IN WITNESS WHEREOF, the parties hereto have eacis®d this Amendment to be duly executed by thepeetive
officers as of the day and year first above written

TYSON RECEIVABLES CORPORATION, as Transferor

By:_
Name:
Title:

TYSON FOODS, INC., individually, as Collection Ageand as Guarantor

By:_
Name:
Title:

JPMORGAN CHASE BANK, N.A. (formerly known as The &® Manhattan Bank), as
Administrative Agent

By :__/s/ Sherri Gerner
Name: Sherri Gerner
Title: Vice President
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PARK AVENUE RECEIVABLES COMPANY, LLC, as CP Condwrurchaser
By: JPMORGAN CHASE BANK, N.A., its attorney-in-fact
By :__/s/ Sherri Gerner

Name: Sherri Gerner
Title: Vice President

JPMORGAN CHASE BANK, N.A. (formerly known as The &®e Manhattan Bank), as
Committed Purchaser for Park Avenue Receivablespgaom LLC

By :__/s/ Sherri Gerner
Name: Sherri Gerner
Title: Vice President

JPMORGAN CHASE BANK, N.A. (formerly known as The &® Manhattan Bank), as
Funding Agent for Park Avenue Receivables Compah(,

By :__/s/ Sherri Gerner
Name: Sherri Gerner
Title: Vice President
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THREE PILLARS FUNDING LLC, as CP Conduit Purchaser

By :__/s/ Doris J. Hearn
Name: Doris J. Hearn
Title: Vice President

SUNTRUST BANK, as Committed Purchaser for Thre¢aPslFunding LLC

By:__
Name:
Title:

SUNTRUST BANK, as Funding Agent for Three Pillarsnéing LLC

By:_
Name:
Title:
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THREE PILLARS FUNDING LLC, as CP Conduit Purchaser

By :
Name:
Title:

SUNTRUST BANK, as Committed Purchaser for Thre¢aPslFunding LLC

By:  /s/ Stephen A. McKenna
Name: Stephen A. McKenna
Title: Sr. Vice President

SUNTRUST BANK, as Funding Agent for Three Pillarsnging LLC

By:_/s/ James R. Bennison
Name: James R. Bennison
Title: Managing Director
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NIEUW AMSTERDAM RECEIVABLES CORPORATION, as CP CantiPurchaser

By: COOPERATIEVE CENTRALE RAIFFEISEN-BOERENLEENBANK B.A
“RABOBANK INTERNATIONAL”, NEW YORK BRANCH, as Attomey-in+act

By: _/s/ Rebecca O. Morrow.
Name: Rebecca O. Morrow
Title: Attorney-in-Fact

By: _/s/ Jocelyn Lallemand
Name: Jocelyn Lallemand
Title: Vice President

COOPERATIEVE CENTRALE RAIFFEISEN-BOERENLEENBANK B.A
“RABOBANK INTERNATIONAL”, NEW YORK BRANCH, as Commited Purchaser
for Nieuw Amsterdam Receivables Corporation

By: _/s/ Rebecca O. Morrow.
Name: Rebecca O. Morrow
Title: Executive Director

By: _/s/ Jocelyn Lallemand
Name: Jocelyn Lallemand
Title: Vice President

COOPERATIEVE CENTRALE RAIFFEISEN-BOERENLEENBANK B.A
“RABOBANK INTERNATIONAL”, NEW YORK BRANCH, as Fundng Agent for
Nieuw Amsterdam Receivables Corporation

By: _/s/ Rebecca O. Morrow
Name: Rebecca O. Morrow
Title: Executive Director

By: _/s/ Jocelyn Lallemand
Name: Jocelyn Lallemand
Title: Vice President
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Exhibit 12.1

Computation of Ratio of Earnings to Fixed Charges

(dollars in 000’s)
Fiscal Years Ending

2006 2005 2004 2003 2002
Earnings:
Net income (loss) $(196,334) $372,421 $402,907 $337,408 $382,727
Add: Income tax (benefit) expense (102,042) 155,770 232,392 185,493 210,237
Add: Cumulative effect of change in accounting pijte, net
of tax 5,185 - - - -
Add: Minority interest (35) (120) (68) 248 97)
Fixed charge 324,962 276,974 314,681 337,164 351,622
Amortization of capitalized interest 2,950 2,553 2,138 1,562 1,443
Less: Capitalized interest (8,164) (6,490) (3,491) (3,325) (9,264)
Total adjusted earnings 26,522 801,108 948,559 858,550 936,668
Fixed Charges
Interest 262,589 225,536 268,438 294,175 296,983
Capitalized interest 8,164 6,490 3,491 3,325 9,264
Amortization of debt discount exper 5,488 6,143 5,742 4,934 7,871
Rentals at computed interest factor 48,721 38,805 37,010 34,730 37,504
Total fixed charges $324,962 $276,974 $314,681 $337,164 $351,622
Ratio of Earnings to Fixed Charges - 2.89 3.01 2.55 2.66
Insufficient Coverage $298,440 $- $- $- $-

(1) Amounts represent those portions of rent expense-{laird) that are reasonable approximations @frest costs.
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Tyson Foods, Inc.
Exhibit 21 — Subsidiaries of the Company

Entity Name

Place of Incorporation

Tyson Foods, I nc.

Delaware (1986)

Subsidiaries 100% owned unless otherwise noted
Global Employment Services, Inc.
National Comp Care, Inc.

Oaklawn Capital Corporation
Oaklawn Capita- Mississippi LLC
Provemex International Holdings, Inc.
The Pork Group, Inc.

TyNet Corporation

Tyson Breeders, Inc.

Tyson International Company, Ltd.
Tyson Mexican Original, Inc.

Tyson Poultry, Inc.

Tyson Receivables Corporation
Tyson Sales and Distribution, Inc.
Tyson Shared Services, Inc.

Tyson Chicken, Inc.
(Subsidiary of Tyson Foods, Inc.)

Hudson Midwest Foods, In

Tyson Farms, Inc.
(Subsidiary of Tyson Foods, Inc.)
Nacrail, LLC

Tyson I nternational Holding Company
(Subsidiary of Tyson Foods, Inc.)

Shandong Tyson-Da Long Food Company, Ltd.

Export Packers Foods Limite

Delaware (1993
Delaware (1995
Delaware (1995
Mississippi (1996
Delaware (2005
Delaware (1998
Delaware (1995
Delaware (1971
Bermuda (1993
Delaware (1998
Delaware (1998
Delaware (2001
Delaware (1998
Delaware (1998

Delaware (1997
Nebraska (199¢€

North Carolina (1968)
Delaware (2001

Delaware (1994)
China (2001
Ontario, Canada (200:




Tyson Fresh Meats, I nc.
(formerly known as|BP, inc.)
(Subsidiary of Tyson Foods, Inc.)
The Bruss Company

Tyson Processing Services, Inc.
IBP Finance Company of Cana
The IBP Foods Co.

IBP Foreign Sales Corporation
Tyson Hog Markets, Inc.

IBP Redevelopment Corporation
Tyson Service Center Corp.
Tyson of Wisconsin, Inc.
Madison Foods, Inc.

PBX, inc.

Rural Energy Systems, Inc.
Texas Transfer, Inc.

Tyson Canada Finance |

Lakeside Farm Industres, Ltd
(Subsidiary of Tyson Fresh Meats, Inc.)

Lakeside Feeders, Lt

Lakeside Feeders Partners
Provemex Holdings, LLC

961436 Alberta Ltd.
(Subsidiary of Lakeside Farm Industries, Ltd)

Cobb Breeders B.\

Cobb Europe Limited

(formerly known as Cobb Breeding Company Ltd.) (Subsidiary of Lakeside Farm
Industries, Ltd)

Cobb Denmark A/S

Cobb Poland B.V.

Cobt-Istanbul Ana Damizlik Isletmeleri Ve Ticaret A.

Cobb France Eurl
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Delaware (2000
lllinois (1956)

Delaware (1997
Nova Scotia (1997

Delaware (1972
Guam (1987

Delaware (1972
Missouri (2000,
Delaware (1979
Delaware (1989
Delaware (1998
Delaware (1974
Delaware (1984
Texas (1987

New Brunswick, Canada (200

Alberta, Canada (1994)
Alberta, Canada (199.
Alberta, Canada (200:
Delaware (2005

Alberta, Canada
The Netherlands (199:

United Kingdom (1974)
Denmark (1984

Poland (1996
Turkey (2001)

France




Mainstream Holding Limite: Hong Kong (1998
Shanghai Shineway DCH Tyson Co. Ltd. China (1997

Tyson International Service Center, Inc. Asia Delaware (1985
Tyson International Service Center, Inc. Europe Delaware (1985

CBFA Management Cor| Delaware (1998
Foodbrands Supply Chain Services, | Delaware (1992
Wilton Foods, Inc New York (1964)

Tyson Prepared Foods, Inc. Delaware (2003

Carolina Brand Foods, LL North Carolina (2000

DFG Foods, LLC Oklahoma (1998

Condyne-Jordan's LLC Maine (1999
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JOINT VENTURES/PARTNERSHIP

iTradeNetwork, Inc.

eFS Network, Inc.

Central Industries, Inc

Regenerated Resources Massachusetts, LLC
Carneco Foods, LLC

ID Casing, LLC

Shandong Sand's Food and Development Co.

Delaware (1999
Delaware (2000
Mississippi (1964
Massachuseti
Oklahoma (2000

Delaware (1997
China (Inactive) (199&

TYSON DE MEXICO S. DE R.L. DE C.V.

Tyson de Mexico, S. de R.L. de C.V.
Avicultores Tecnicos, S. de R.L. de C.V.
Comercializadora Avemex, S. de R.L. de C.V.
Corporativo Orvin S. de R.L. de C.V.
Empresas Provemex S. de R.L. de C.V.
Laboral Gomez Palantina, S.de R.L. de C.V.
Provemex Avicola, S. de R.L. de C.V.

Mexico
Mexico
Mexico
Mexico
Mexico
Mexico
Mexico

Cobb Vantress, Inc.

Cobb-Vantress, Inc. (Subsidiary of Tyson Foods, Inc.)
Cobb Caribe S.A

Cobb Espanola S.A.

Gen Ave S.A.

Matsusaka Farm Company Limited
Proavica-Venezuela

Venco Research and Breeding Farm, Ltd.
Reproductores Cobb S.A.

Cobb-Vantress Philippines, Inc.
(Subsidiary of Cobk-Vantress, Inc.)
Cobt-Vantress Holding company, In

Celestra I nvestments Limited
(Subsidiary of Cobb-Vantress, Inc.)
Tyson International Holdings, SAR
Tyson Delaware Holdings, LLC

Tyson International Holdings, S.C.
Cobb Europe B.V
Cobb-Vantress Brazil LTDA
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Delaware (1986)

Dominican Republic (2001

Spain (1969
Argentina (1982
Japan (1967
Venezuela (1967
India (1980)
Argentina (1999

Philippines (2003
Philippines (2003

Gilbraltar (2002)
Luxembourg (2004
Delaware (2003

Luxembourg (2003
The Netherlands (199:

Brazil (1997)



Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference in Riegistration Statements (Form S-8 Nos. 333-115338:115379; 333-115380; 333-
70646; 333-22883; and 332881) pertaining to certain employee benefit plaih$yson Foods, Inc., and the Registration Statgs@~orn
S-3 No. 333-53171 and Form S-3ASR No. 332434) of Tyson Foods, Inc. and related Prospesto$ our reports dated December
2006, with respect to the consolidated financiateshents and schedule of Tyson Foods, Inc., Tysodd$; Inc. managementassessment
the effectiveness of internal control over finahceporting, and the effectiveness of internal colnbver financial reporting of Tyson Foo
Inc., included in this Annual Report (Form 10-Ky the year ended September 30, 2006.

/sl Ernst & Young LLF

Rogers, Arkansas
December 11, 2006
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EXHIBIT 31.1
CERTIFICATIONS

I, Richard L. Bond, certify that:
1. | have reviewed this annual report on Form 10-Kygon Foods, Inc.;

2. Based on my knowledge, this repogsdeot contain any untrue statement of a matexialdr omit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information inctidethis report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifyindjadr and | are responsible for establishing anéhtaing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controlsmodedures, or caused such disclosure controlpatedures to be designed under
our supervision, to ensure that material informatielating to the registrant, including its condated subsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control owearicial reporting, or caused such internal cordx@r financial reporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financegorting and the preparation of
financial statements for external purposes in atmare with generally accepted accounting principles

C) Evaluated the effectiveness of thggsteant's disclosure controls and procedures agskpted in this report our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

d) Disclosed in this report any changéhie registrant’s internal control over finangigborting that occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected,
or is reasonably likely to materially affect, thegistrant’s internal control over financial repodj and

5. The registrant's other certifyindjadr and | have disclosed, based on our most temetuation of internal control over financial
reporting, to the registrant's auditors and thataummittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a) All significant deficiencies and reaal weaknesses in the design or operation ofriatecontrol over financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaize report financial information;
and

b) Any fraud, whether or not materiditinvolves management or other employees who aagnificant role in the

registrant's internal control over financial repugt

Date: December 13, 2006

/s/ Richard L. Bond
Richard L. Bond
President and Chief Executive Officer
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EXHIBIT 31.2
CERTIFICATIONS

I, Wade Miquelon, certify that:
1. | have reviewed this annual report on Form 10-Kygon Foods, Inc.;

2. Based on my knowledge, this repogsdeot contain any untrue statement of a matexialdr omit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information inctidethis report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifyindjadr and | are responsible for establishing anéhtaing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controlsmodedures, or caused such disclosure controlpatedures to be designed under
our supervision, to ensure that material informatielating to the registrant, including its condated subsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control owearicial reporting, or caused such internal cordx@r financial reporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financegorting and the preparation of
financial statements for external purposes in atmare with generally accepted accounting principles

C) Evaluated the effectiveness of thggsteant's disclosure controls and procedures agskpted in this report our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

d) Disclosed in this report any changéhie registrant’s internal control over finangigborting that occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected,
or is reasonably likely to materially affect, thegistrant’s internal control over financial repodj and

5. The registrant's other certifyindjadr and | have disclosed, based on our most temetuation of internal control over financial
reporting, to the registrant's auditors and thataummittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a) All significant deficiencies and reaal weaknesses in the design or operation ofriatecontrol over financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaize report financial information;
and

b) Any fraud, whether or not materiditinvolves management or other employees who aagnificant role in the

registrant's internal control over financial repugt

Date: December 13, 2006

/s Wade Miquelon
Wade Miquelon
Executive Vice President and Chief Financial Office
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Annual Repérfyson Foods, Inc. (the “Company”) on Form KJer the fiscal year endir
September 30, 2006, as filed with the Securities Bxchange Commission on the date hereof (the “R§pd, Richard L. Bond, Preside

and Chief Executive Officer of the Company, certipprsuant to 18 U.S.C. 1350, as adopted pursoa®®é of the Sarbané3xley Act of
2002, to the best of my knowledge, that:

(1) The Report fully complies with the requirents of Section 13(a) or 15(d) of the SecuritiesHange Act of 1934; and

(2) The information contained in the Repoitlyapresents, in all material respects, the finahcondition and result of operatic
of the Company.

/s/ Richard L. Bont
Richard L. Bonc
President and Chief Executive Offic

December 13, 200
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Annual Repérfyson Foods, Inc. (the “Company”) on Form KJer the fiscal year endir
September 30, 2006, as filed with the Securities Exchange Commission on the date hereof (the “R§pd, Wade Miquelon, Executi

Vice President and Chief Financial Officer of thendpany, certify, pursuant to 18 U.S.C. 1350, agptaetbpursuant to 906 of the Sarbanes-
Oxley Act of 2002, to the best of my knowledge ttha

(1) The Report fully complies with the requirents of Section 13(a) or 15(d) of the SecuritiesHange Act of 1934; and

(2) The information contained in the Repoitlyapresents, in all material respects, the finahcondition and result of operatic
of the Company.

/sl Wade Miquelot
Wade Miquelor
Executive Vice President and Chief Financial Offi

December 13, 200
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