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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 8-K

Current Report Pursuant to Section 13 or 15(d) ofhe
Securities Exchange Act of 1934

Date of Report (Date of Earliest Event Reported): Une 26, 2009

Tyson Foods, Inc.

(Exact name of Registrant as specified in its chagt)

Delaware

(State of incorporation or organization)

001-14704

(Commission File Number)

71-0225165
(IRS Employer Identification No.)

2200 Don Tyson Parkway, Springdale, AR 72762-6999
(479) 290-4000
(Address, including zip code, and telephone numbehiding area code, of
Registrant’s principal executive offices)

Not applicable
(Former name, former address and former fiscal, ykapplicable)

Check the appropriate box below if the Form 8-{lis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions éeeGeneral Instruction A.2. below):

O Written communications pursuant to Rule 425 underSecurities Act (17 CFR 230.4:
O Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
O Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))

O Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))




Iltem 8.01. Other Events.

On March 9, 2009, Tyson Foods, Inc. (the “Compatiggued $810 million of 10.50% Senior Notes dubarch 2014 (the “Notes”). The
Notes were offered pursuant to Rule 144A of theuBges Act of 1933. The Notes are guaranteed loh @h our domestic subsidiaries tl
guarantee our existing $1.0 billion revolving ciddcility. Future domestic subsidiaries that gudea our existing $1.0 billion revolving
credit facility will also be required to guarantbe Notes. Pursuant to a registration rights agee¢mvith the initial purchasers, we agreed to

file a registration statement with respect to asteged offer to exchange the 2014 Notes for ameisd registered notes with identical terms
(the “Exchange Notes”).

The Company is filing this Current Report on Fori &his “Current Report”) solely to meet the reguments of Regulation S-X Rule 3-10,
which require financial statements be issued fargntors and issuers of guaranteed securitiesithdteing registered with the Securities and
Exchange Commission. This Current Report inclugetates to our previously filed consolidating finehstatements for the Company’s
Annual Report on Form 10-K for the fiscal year eh&eptember 27, 2008, as well as Quarterly Repartsorm 10-Q for the fiscal quarters
ended December 27, 2008 and March 28, 2009.

Item 9.01. Financial Statements and Exhibits.

(d) Exhibits
Exhibit Description
Number
23.1 Consent of Independent Registered Public Accouring
99.1 For the three fiscal years in the period endede®apér 27, 200¢
Part I, Item 8: Financial Statements and SuppldargrData
99.2 For the fiscal quarter ended December 27, 2
Part I, Item 1: Financial Statements (Unaudit
99.3 For the fiscal quarter ended March 28, 2C

Part I, Item 1: Financial Statements (Unaudit




SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its
behalf by the undersigned hereunto duly authorized.

TYSON FOODS, INC.

Date: June 26, 20( By: /s/ R. Read Hudson
Name: R. Read Hudso
Title: Vice President, Associate Gene

Counsel and Secreta



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; 333-02135 and 3&&81) pertaining to certain employee benefit plahsTyson Foods, Inc., and the Registra
Statements (Form S-3 No. 333-53171 and Form S-3 N8R333132434) of Tyson Foods, Inc. and related Prospesto$ our report dat:
November 17, 2008, (except for tSubsequent Eventnd Condensed Consolidating Financial Statemienbsded in Note 10 “Long-ermr
Debt”, as to which the date is June 24, 2009), with rasfedthe consolidated financial statements of tlem@any for the year end
September 27, 2008, included in the Company’s @uriReport on Form & dated June 26, 2009, filed with the Securitied &xchang
Commission.

/sl Ernst & Young LLP

Rogers, Arkansas
June 24, 2009



ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

CONSOLIDATED STATEMENTS OF OPERATIONS

Three years ended September 27, ;
in millions, except per share d

200¢ 2007 200¢€
Sales $ 26,862 $ 25,729% 24,589
Cost of Sales 25,616 24,300 23,639
1,246 1,429 950
Operating Expenses:
Selling, general and administrative 879 814 930
Other charges 36 2 70
Operating Income (Loss) 331 613 (50)
Other (Income) Expense:
Interest income 9) (8) (30)
Interest expense 215 232 268
Other, net (29) (21) (20)
177 203 218
Income (Loss) from Continuing Operations beforeone Taxes 154 410 (268)
Income Tax Expense (Benefit) 68 142 (94)
Income (Loss) from Continuing Operations 86 268 (174)
Loss from Discontinued Operation, Net of Tax $0, $®) - - (17)
Income (Loss) before Cumulative Effect of ChangAd@counting Principle 86 268 (191)
Cumulative Effect of Change in Accounting Princijgiet of Tax - - (5)
Net Income (Loss $ 86 $ 268 $ (196)
Weighted Average Shares Outstanding:
Class A Basic 281 273 249
Class B Basic 70 75 96
Diluted 356 355 345
Earnings (Loss) Per Share from Continuing Operation
Class A Basic $ 025% 079 % (0.51)
Class B Basic $ 022 % 0.70 $ (0.47)
Diluted $ 0.24 % 0.75 % (0.51)
Loss Per Share from Discontinued Operation:
Class A Basic $ -$ -$ (0.05)
Class B Basic $ -$ -$ (0.05)
Diluted $ -$ -$ (0.05)
Cumulative Effect of Change in Accounting Principle
Class A Basic $ -$ -$ (0.02)
Class B Basic $ -$ -$ (0.01)
Diluted $ -$ -$ (0.02)
Net Earnings (Loss) per She
Class A Basic $ 025 % 0.79 % (0.58)
Class B Basic $ 022 % 070 $ (0.53)
Diluted $ 0.24 $ 0.75 $ (0.58)

See accompanying note




CONSOLIDATED BALANCE SHEETS

September 27, 2008, and September 29, ;
in millions, except share and per share

200¢ 2007
Assets
Current Assets
Cash and cash equivalel $ 25C $ 42
Accounts receivable, n 1,271 1,24¢
Inventories 2,53¢ 2,15¢
Other current asse 14z 70
Assets of discontinued operation held for ¢ 15¢ 164
Total Current Asset 4,361 3,681
Net Property, Plant and Equipme 3,51¢ 3,60¢
Goodwill 2,511 2,48¢
Intangible Asset 12¢ 12¢
Other Asset: 331 327
Total Asset: $ 10,85( $ 10,22°
Liabilities and Shareholders’ Equity
Current Liabilities:
Current deb $ 8 $ 137
Trade accounts payat 1,213 1,05(
Other current liabilitie! 87¢ 92¢
Total Current Liabilities 2,10: 2,11¢
Long-Term Debti 2,88¢ 2,64
Deferred Income Taxe 291 367
Other Liabilities 554 372
Shareholder Equity:
Common stock ($0.10 par valu
Class £-authorized 900 million share
issued 322 million shares in 2008 and 300 millibargs in 200° 32 30
Convertible Class -authorized 900 million share
issued 70 million shares in both 2008 and 2 7 7
Capital in excess of par vall 2,161 1,87
Retained earning 3,00¢ 2,99
Accumulated other comprehensive inca 41 50
5,24 4,957
Less treasury stock, at c-
15 million shares in 2008 and 14 million share2007 23¢ 22¢
Total Shareholde’ Equity 5,014 4,731
Total Liabilities and Shareholde Equity $ 10,85( $ 10,22"

See accompanying notes.




CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

September 27, 20!

Three years ended September 27, .

September 29, 201

in millions

September 30, 20

Share Amount Share Amount Share Amoun
Class A Common Stock:

Balance at beginning of year 300 $30 284 $28 268 $27
Issuance of Class A Common Stock 22 2 - - - -
Conversion from Class B shares - - 16 2 16 1

Balance at end of year 322 32 300 30 284 28

Class B Common Stock:

Balance at beginning of year 70 7 86 9 102 10
Conversion to Class A shares - 5 (16) (2) (16) 1)

Balance at end of year 70 7 70 7 86 9

Capital in Excess of Par Value:

Balance at beginning of year 1,877 1,835 1,867
Issuance of Class A Common Stock 272 - -
Convertible note hedge transactions (58) - -
Warrant transactions 44 - -
Stock options exercised (5) 9 (2)
Restricted shares issued (14) (26) (16)
Restricted shares canceled 2 27 3
Cumulative effect of adoption of SFAS No. 123R R R (55)
Restricted share amortization 19 24 26
Reclassification and other 24 8 12

Balance at end of year 2,161 1,877 1,835

Retained Earnings:

Balance at beginning of year 2,993 2,781 3,032
Cumulative effect of adoption of FIN 48 a7 - -
Net income (loss) 86 268 (196,
Dividends paid (56) (56) (55)

Balance at end of year 3,006 2,993 2,781

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

Balance at beginning of year 50 17 28
Net hedging (gain) loss recognized in cost of sales (6) (20) 3
Net hedging unrealized gain 4 20 1
Unrealized gain (loss) on investments @) - 1
Currency translation adjustment @) 24 (6)
Net change in postretirement liabilities @ - -
Net change in pension liability, prior to the adoptof

SFAS No. 158 R 6 (10)

Adjustment to initially apply SFAS No. 158 - 3 _

Balance at end of year 41 50 17
Treasury Stock:

Balance at beginning of year 14 (226 15 (230 15 (238,
Purchase of treasury shares 2 (30) 3 (61) 3 (42)
Stock options exercised - 11 4) 65 2) 35
Restricted shares issued @) 16 ) 27 ) 20
Restricted shares canceled - (4) 2 (27) - (5)

Balance at end of year 15 (233 14 (226 15 (230

Unamortized Deferred Compensation:

Balance at beginning of year - - (55)
Cumulative effect of adoption of SFAS No. 123R R R 55

Balance at end of year N - -

Total Shareholders’ Equity $5,014 $4,731 $4,440
Comprehensive Income (Loss):
Net income (loss) $86 $268 $(196°
Other comprehensive income (loss), net of tax (9) 30 (11)
Total Comprehensive Income (Loss) $77 $298 $(207




See accompanying notes.




CONSOLIDATED STATEMENTS OF CASH FLOWS

Three years ended September 27, ;
in millions

200¢ 2007 200¢

Cash Flows From Operating Activities:
Net income (loss $ 86 $ 268 $ (196)
Adjustments to reconcile net income (loss) to gaslvided
by operating activities:

Depreciation 468 482 481
Amortization 25 32 36
Deferred taxes 35 5 (130)
Cumulative effect of change in accounting princifefore tax - - 9
Impairment and write-down of assets 57 14 18
Other, net 26 (15) 30
(Increase) decrease in accounts receivable (59) (66) 43
(Increase) decrease in inventories (376) (166) 8
Increase in trade accounts payable 98 91 38
Increase (decrease) in income taxes payable/rdieiva (22) 24 (132)
Increase (decrease) in interest payable - (35) 104
Net change in other current assets and liabil (50) 44 63
Cash Provided by Operating Activities 288 678 372
Cash Flows From Investing Activities:
Additions to property, plant and equipment (425) (285) (531)
Proceeds from sale of property, plant and equipment 26 76 21
Purchases of marketable securities (115) (131) (191)
Proceeds from sale of marketable securities 112 147 214
Proceeds from sale of investments 22 - -
Proceeds from sale (purchase) of short-term investm - 770 (750)
Other, net (19) 2 13
Cash Provided by (Used for) Investing Activities (399) 579 (1,224)
Cash Flows From Financing Activities:
Net borrowings (payments) on revolving credit faieis (213) 53 158
Payments of debt (147) (1,263) (166)
Net proceeds from borrowing 449 - 992
Net proceeds from Class A stock offer 274 - -
Convertible note hedge transactions (94) - -
Warrant transactions 44 - -
Purchase of treasury shares (30) (61) (42)
Dividends (56) (56) (55)
Stock options exercised 9 74 32
Increase (decrease) in negative book cash balances 67 9 (85)
Other, net 18 (8) 10
Cash Provided by (Used for) Financing Activities 321 (1,252) 844
Effect of Exchange Rate Change on Cash () 9 (4)
Increase (Decrease) in Cash and Cash Equivalents 208 14 (12)
Cash and Cash Equivalents at Beginning of Year 42 28 40
Cash and Cash Equivalents at End of Year $ 250 $ 42 $ 28

See accompanying notes.




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1: BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNT ING POLICIES

Description of BusinessTyson Foods, Inc. (collectively, “Company,” “we,i8” or “our”), founded in 1935 with world headquas in
Springdale, Arkansas, is the world’s largest preoeand marketer of chicken, beef and pork andégend-largest food production company
in theFortune500. We produce a wide variety of brand name pmebeised and prepared food products marketed ibiited States and

more than 90 countries around the world. We aecagnized market leader in the retail and foodsermiarkets we serve. We have
approximately 107,000 employees and more than &€ilties and offices in 28 states and 22 countries

Consolidation: The consolidated financial statements include tdumants of all wholly-owned subsidiaries, as wslhaajority-owned
subsidiaries for which we have a controlling inggréll significant intercompany accounts and tei®ns have been eliminated in
consolidation.

We have an investment in a joint venture, Dynamiel& LLC (Dynamic), in which we have a 50 percemnhership interest. Dynamic
qualifies as a variable interest entity under Fai@nAccounting Standards Board (FASB) InterpretatNo. 46(R)

“Consolidation of Variable Interest Entities, ateirpretation of ARB No. 51" (FIN 46(R)). Effectivlzine 30, 2008, we began consolidating
Dynamic since we are the primary beneficiary améefby FIN 46(R).

Fiscal Year: We utilize a 52- or 53-week accounting period egdin the Saturday closest to September 30.

Reclassification:In the fourth quarter fiscal 2008, we began to ngarand report the operating results and ident#dialsisets of our logistics
operations in the segment in which the productdeioved relates. As a result, our operating segenmenw reflect logistics operations which
were previously included in Other. All prior periotlave been restated to reflect this change.

Discontinued Operation: On June 25, 2008, we executed a letter of intetft i Foods Inc. to sell the beef processing, edtkd yard and
fertilizer assets of Lakeside Farm Industries IlLtakiside), our wholly-owned Canadian subsidiarye Tihancial statements report Lakeside
as a discontinued operation. See Note 3: Discoatiridperation in the Notes to Consolidated Finariatements for further information.
Accordingly, all prior periods have been restated.

Cash and Cash EquivalentsCash equivalents consist of investments in shont;taighly liquid securities having original matigs of three
months or less, which are made as part of our Kestagement activity. The carrying values of thesets approximate their fair market
values. We primarily utilize a cash managementesystith a series of separate accounts consistitmckbox accounts for receiving cash,
concentration accounts where funds are moved tbsawveral “zero-balance” disbursement accounttufating payroll, accounts payable,
livestock procurement, grower payments, etc. Assalt of our cash management system, checks issuedpt presented to the banks for
payment, may result in negative book cash balafidesse negative book cash balances are includedda accounts payable and other
current liabilities. Checks outstanding in excesetated book cash balances totaled approxim&a®2 million at September 27, 2008, and
$255 million at September 29, 2007.

Accounts ReceivableWe record trade accounts receivable at net reddizaatlue. This value includes an appropriate allowesfor estimated
uncollectible accounts to reflect any loss antitégaon the trade accounts receivable balancesharded to the provision for doubtful
accounts. We calculate this allowance based ohistory of write-offs, level of past due accountsl aelationships with and economic status
of our customers. We generally do not have coldtier our receivables, but we do periodically ensié the credit worthiness of our
customers.

Inventories: Processed products, livestock and supplies and athesalued at the lower of cost or market. Cosluides purchased raw
materials, live purchase costs, growout costs @ilgnfeed, contract grower pay and catch and basts), labor and manufacturing and
production overhead, which are related to the pseland production of inventories.

in millions
200¢ 2007

Processed product
Weightec-average metho- chicken and prepared foo $ 92C $ 773
First-in, first-out methoc- beef and por! 571 514
Livestock— first-in, first-out methoc 701 573
Supplies and othe- weightec-average metho 34¢€ 29¢
Total inventory $ 2,53t % 2,15¢




Depreciation: We primarily use the straight-line method to cadteldepreciation, using estimated lives for bugdiand leasehold
improvements of 10 to 33 years, machinery and eneip of three to 12 years and land improvementsofimet of three to 20 years.

Long-Lived Assets:We review the carrying value of long-lived assdtsach balance sheet date if indication of impairnesists.
Recoverability is assessed using undiscountedftmshk based on historical results and current mtapas of earnings before interest and
taxes. We measure impairment as the excess ofirmgueyst over the fair value of an asset. Thevaiue of an asset is measured using
discounted cash flows of future operating resudtselol on a discount rate that corresponds to otiotoapital.

Goodwill and Other Intangible Assets:Goodwill and indefinite life intangible assets @itially recorded at fair value and not amortizédt
are reviewed for impairment at least annually orerfeequently if impairment indicators arise. Oaogdwill is allocated by reporting unit, a
we follow a two-step process to evaluate if a pidéimpairment exists. We have estimated thevalue of our reporting units using a
discounted cash flow analysis. This analysis reguirs to make various judgmental estimates andmguguns about sales, operating margins,
growth rates and discount factors. While estimatirggfair value of our Beef and Chicken reportimitsi we assumed operating margins in
future years in excess of the margins realizetiéntost recent year. The fair value estimatesiiesd reporting units assume normalized
operating margin assumptions and improved operatfificiencies based on long-term expectations gretating margins historically realized
in the beef and chicken industries. As a resutheffirst step of our goodwill impairment reviewpatential impairment did not exist;
therefore, the second step was not considered seagesVhile we believe we have made reasonablmates and assumptions to determine
the fair value of our reporting units, it is possia material change could occur. If our actualltssare not consistent with our estimates and
assumptions used to calculate the fair value ofeporting units, we may be required to performsbeond step which could result in a
material impairment of our goodwill.

During the latter part of the fourth quarter ot&$2008 and continuing into November 2008, ourkaicapitalization was below book
value. While we considered the market capitalizatiecline in our evaluation of fair value of gootlwive determined it did not impact the
overall goodwill impairment analysis as we beli¢give decline to be primarily attributed to the négamarket conditions as a result of the
credit crisis, indications of a possible recessind current issues within the poultry industry. Wik continue to monitor our market
capitalization as a potential impairment indicatonsidering overall market conditions and poultrgustry events.

The fair value of trademarks is determined usimgyalty rate method based on expected revenuasbigrhark, and the fair value of our in-
process patents is determined using the preseam wdlestimated future cash flows.

Investments: We have investments in joint ventures and othatiesitWe use the cost method of accounting wharevoting interests are
less than 20 percent and the equity method of atomuwhere our voting interests are in excess0gp@rcent, but we do not have a
controlling interest or a variable interest in whige are the primary beneficiary. Investments intjgentures and other entities are reporte
the Consolidated Balance Sheets in Other Assets.

We have investments in marketable debt securfie®f September 27, 2008, and September 29, 2®@7nillion, were classified in Other
Assets in the Consolidated Balance Sheets, withititias ranging up to 48 years. We have determalledur marketable debt securities are
available-for-sale investments. These investmeamtseported at fair value based on quoted marke¢pas of the balance sheet date, with
unrealized gains and losses, net of tax, recomi@ethier comprehensive income. The amortized codebf securities is adjusted for
amortization of premiums and accretion of discotmtsaturity. Such amortization is recorded in it income. The cost of securities sol
based on the specific identification method. Realigains and losses on the sale of debt secuaitgsleclines in value judged to be other
than temporary are recorded on a net basis in @theme. Interest and dividends on securities ifladsas available-for-sale are recorded in
interest income.

Accrued Self Insurance:We use a combination of insurance and self-inswamechanisms to provide for the potential liataftfor health
and welfare, workergtompensation, auto liability and general liabilitgks. Liabilities associated with our risks retadrare estimated, in pz
by considering claims experience, demographic facseverity factors and other actuarial assumgtion

6




Capital Stock: We have two classes of capital stock, Class A Com8tock, $0.10 par value (Class A stock) and CBa€ommon Stock,
$0.10 par value (Class B stock). Holders of Classd8k may convert such stock into Class A stock ghare-for-share basis. Holders of
Class B stock are entitled to 10 votes per shandevolders of Class A stock are entitled to onteper share on matters submitted to
shareholders for approval. As of September 27, 28@8nbers of the Tyson family beneficially owntle aggregate, 99.97% of the
outstanding shares of Class B stock and 2.31%eobtisstanding shares of Class A stock, giving tysom family control of approximately
70% of the total voting power of the outstandingirvg stock. Cash dividends cannot be paid to hsldéClass B stock unless they are
simultaneously paid to holders of Class A stocke Pkr share amount of the cash dividend paid tenslof Class B stock cannot exceed
90% of the cash dividend simultaneously paid talérd of Class A stock. We pay quarterly cash divildeto Class A and Class B
shareholders. We paid Class A dividends per sha$6.@6 and Class B dividends per share of $0.44hth of fiscal years 2008, 2007 and
2006.

The Class B stock is considered a participatingisigcrequiring the use of the two-class methodtfe computation of basic earnings per
share. The two-class computation method for eadbgeeflects the cash dividends paid for eachsctdsstock, plus the amount of allocated
undistributed earnings (losses) computed usingdntcipation percentage, which reflects the dinidieights of each class of stock. Basic
earnings per share were computed using the twas-oh@shod for all periods presented. The sharedass@ stock are considered to be
participating convertible securities since the shaf Class B stock are convertible on a sharetfiare basis into shares of Class A stock.
Diluted earnings per share were computed assurhagdnversion of the Class B shares into Classafeshas of the beginning of each
period.

Financial Instruments: We purchase certain commodities, such as grainéivaslock in the course of normal operations. Asg pf our
commodity risk management activities, we use dériedinancial instruments, primarily futures angtions, to reduce our exposure to
various market risks related to these purchasesehss to changes in foreign currency exchantgsraontract terms of a financial
instrument qualifying as a hedge instrument closalyor those of the hedged item, providing a higlgree of risk reduction and correlation.
Contracts designated and highly effective at mgeisk reduction and correlation criteria are relear using hedge accounting. If a derivative
instrument is accounted for as a hedge, changbe ifair value of the instrument will be offsethat against the change in fair value of the
hedged assets, liabilities or firm commitments tigto earnings or recognized in other comprehensis@nie (loss) until the hedged item is
recognized in earnings. The ineffective portioraofinstrumens change in fair value is immediately recognizedamings as a componen
cost of sales. Instruments we hold as part of Bkrmanagement activities that do not meet thertaitfor hedge accounting are marked to
value with unrealized gains or losses reportedectily in earnings. Changes in market value of derres used in our risk management
activities relating to forward sales contractsraeorded in sales. Changes in market value of aévies used in our risk management
activities surrounding inventories on hand or apéited purchases of inventories or supplies amerdedl in cost of sales. We generally do not
hedge anticipated transactions beyond 12 months.

Revenue RecognitionWe recognize revenue when title and risk of logstemsferred to customers, which is generally @ivery based on
terms of sale. Revenue is recognized as the natinegtimated to be received after deducting estidthamounts for discounts, trade
allowances and product terms.

Litigation Reserves:There are a variety of legal proceedings pendintpr@atened against us. Accruals are recorded Wwigeprobable a
liability has been incurred and the amount of takility can be reasonably estimated based on oulag/, progress of each case, opinions
views of legal counsel and other advisers, our g&pee in similar matters and intended responghkeditigation. These amounts, which are
not discounted and are exclusive of claims agdimist parties, are adjusted periodically as assessgfforts progress or additional
information becomes available. We expense amoontadministering or litigating claims as incurréatcruals for legal proceedings are
included in Other current liabilities in the Coridated Balance Sheets.

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

Advertising and Promotion ExpensesAdvertising and promotion expenses are chargegéoations in the period incurred. Customer
incentive and trade promotion activities are reedrds a reduction to sales based on amounts estirasibeing due to customers, based
primarily on historical utilization and redempticates, while other advertising and promotionahati¢is are recorded as selling, general and
administrative expenses. Advertising and promog¢igpenses for fiscal years 2008, 2007 and 2006 $496 million, $467 million and $493
million, respectively.




Use of Estimates The consolidated financial statements are pregarednformity with accounting principles generadlgcepted in the
United States, which require us to make estimatdsaasumptions that affect the amounts reporté¢lieironsolidated financial statements
accompanying notes. Actual results could diffenfrihose estimates.

Recently Issued Accounting Pronouncementdn September 2006, the FASB issued Statement afn€ial Accounting Standards No. 157,
“Fair Value Measurements” (SFAS No. 157). SFAS Na/ provides guidance for using fair value to measissets and liabilities. This
standard also responds to investors’ requestfmareled information about the extent to which congmmeasure assets and liabilities at
fair value, the information used to measure faingand the effect of fair value measurements onirgs. SFAS No. 157 applies whenever
other standards require (or permit) assets ofliliglsi to be measured at fair value. Beginning Setliter 28, 2008, we partially applied SFAS
No. 157 as allowed by FASB Staff Position (FSP)-2, which delayed the effective date of SFAS N/ ¥ nonfinancial assets and
liabilities. As of September 28, 2008, we have egapthe provisions of SFAS No. 157 to our finanamatruments and the impact was not
material. Under FSP 15%-we will be required to apply SFAS No. 157 to aonfinancial assets and liabilities at the begigrof fiscal 2010
We are currently reviewing the applicability of SEANo. 157 to our nonfinancial assets and liab#iis well as the potential impact on our
consolidated financial statements.

In February 2007, the FASB issued Statement ofrfgilah Accounting Standards No. 159, “The Fair Valyion for Financial Assets and
Financial Liabilities, including an amendment of $ Statement No. 115" (SFAS No. 159). This statedmenvides companies with an
option to report selected financial assets andlili@s firm commitments, and nonfinancial warramtyd insurance contracts at fair value on a
contract-byeontract basis, with changes in fair value recogghin earnings each reporting period. At SepteraBeR008, we did not elect tl
fair value option under SFAS No. 159 and therefbeze was no impact to our consolidated finandatesnents.

In December 2007, the FASB issued Statement offeinhAccounting Standards No. 160, “Noncontrollingerests in Consolidated
Financial Statements” (SFAS No. 160). SFAS No. 48@&nds Accounting Research Bulletin No. 51, “Cadsted Financial Statements” to
establish accounting and reporting standards fameontrolling interest in a subsidiary and for tleeonsolidation of a subsidiary. This
statement clarifies that a noncontrolling intefest subsidiary is an ownership interest in thesotidated entity and should be reported as
equity in the consolidated financial statementhaathan in the liability or mezzanine sectionviiin liabilities and equity. SFAS No. 160
also requires consolidated net income be repottachaunts that include the amounts attributableoth the parent and the noncontrolling
interest. The impact of SFAS No. 160 will not havmaterial impact on our current Consolidated RirerStatements. SFAS No. 160 is
effective for fiscal years, and interim periodshiitthose fiscal years, beginning on or after Ddoeni5, 2008; therefore, we expect to adopt
SFAS No. 160 at the beginning of fiscal 2010.

In December 2007, the FASB issued Statement offEinbAccounting Standards No. 141R, “Business Coatibns” (SFAS No. 141R).
SFAS No. 141R establishes principles and requirésrfen how an acquirer in a business combinatipmedognizes and measures in its
financial statements identifiable assets acquiradilities assumed, and any noncontrolling intereshe acquiree; 2) recognizes and
measures goodwill acquired in a business combinatica gain from a bargain purchase; and 3) detersnivhat information to disclose to
enable users of the financial statements to evalliat nature and financial effects of a businessbomation. SFAS No. 141R is effective for
business combinations for which the acquisitioredsion or after the beginning of the first anmeglorting period beginning on or after
December 15, 2008; therefore, we expect to adopSIFo. 141R for any business combinations entardbeginning in fiscal 2010.

In March 2008, the FASB issued Statement of Fireletcounting Standards No. 161, “Disclosures alirivative Instruments and
Hedging Activities - an amendment of FASB Stateniémt 133" (SFAS No. 161). SFAS No. 161 establish@sanced disclosure
requirements about: 1) how and why an entity usewative instruments; 2) how derivative instrunseand related hedged items are
accounted for under Statement 133 and its relatedpretations; and 3) how derivative instrumenmis elated hedged items affect an entity’s
financial position, financial performance and clistvs. SFAS No. 161 is effective for financial statents issued for fiscal years and interim
periods beginning after November 15, 2008; thesefave expect to adopt SFAS No. 161 in the secoadeuof fiscal 2009.

In May 2008, the FASB issued FASB Staff Position NBB 14-1, “Accounting for Convertible Debt Instnents That May Be Settled in
Cash upon Conversion (Including Partial Cash Setld)” (FSP APB 14-1). FSP APB 14-1 specifies tbstiers of convertible debt
instruments that may be settled in cash upon ceiore(including partial cash settlement) shouldasafely account for the liability and eqt
components in a manner that will reflect the ehgityonconvertible debt borrowing rate when intecest is recognized in subsequent peri
The amount allocated to the equity component reptesa discount to the debt, which is amortized imterest expense using the effective
interest method over the life of the debt. FSP ARBL is effective for financial statements issuedfiscal years beginning after

December 15, 2008, and interim periods within tHasml years. Early adoption is not permitted. rEfiere, we expect to adopt the provisit
of FSP APB 14-1 beginning in the first quarteris€él 2010. The provisions of FSP APB 14-1 are ireguto be applied retrospectively to all
periods presented. Upon retrospective adoptiorgntieipate our effective interest rate on our 3.258hvertible Senior Notes due 2013 will
range from 8.0% to 8.50%, which would result in teeognition of an approximate $90 million to $I@dlion discount to these notes with
the offsetting after tax amount recorded to cajitaxcess of par value. This discount will be ated until the maturity date at the effective
interest rate, which will




not materially impact fiscal 2008 interest expermé,will result in an estimated $15 million to $20lion increase to our fiscal 2009 interest
expense.

NOTE 2: CHANGE IN ACCOUNTING PRINCIPLES

In June 2006, the Financial Accounting Standardsr8¢9FASB) issued Interpretation No. 48, “Accougtfor Uncertainty in Income Taxes,”
an interpretation of FASB Statement No. 109 (FIN. 48N 48 prescribes a recognition threshold andsneement attribute for the financial
statement recognition and measurement of a tatiposaken or expected to be taken in a tax retiiN.48 also provides guidance on
derecognition, classification, interest and peaaltaccounting in interim periods, disclosure aadsition. We adopted FIN 48 at the
beginning of fiscal 2008. The adoption of FIN 48ukted in a change to the opening ConsolidatedriBal&heet as follows: $32 million
increase to Other Current Assets, $17 million deseeo Other Current Liabilities, $106 million irase to Other Liabilities, $40 million
decrease to Deferred Income Taxes and $17 millkamese to Retained Earnings. Included in thesggelsave recognized a $120 million
increase in the liability for unrecognized tax biseand a $21 million increase in the relatediligbfor interest and penalties for a total of
$141 million.

In September 2006, the FASB issued Statement afi€ial Accounting Standards No. 158, “Employerstéunting for Defined Benefit
Pension and Other Postretirement Plans, an amendfEASB Statements No. 87, 88, 106, and 132(BFFAS No. 158). SFAS No. 158
requires companies to recognize the funded stdtaslefined benefit postretirement plan as an ass@bility in its consolidated balance
sheet and to recognize changes in funded stathg ipear in which the changes occur through otbemprehensive income. We adopted
SFAS No. 158 at the end of fiscal 2007 exceptHerrequirement to measure the funded status afragd of the date of its annual
consolidated balance sheet, which we adopteddalf008 and which had an immaterial impact. Sete N8, “Pensions and Other
Postretirement Benefits” in the Notes to Consoédéatinancial Statements for the impact of the adopif SFAS No. 158.

In March 2005, the FASB issued FIN 47, an integtieh of SFAS No. 143. SFAS No. 143 was issuedime 2001 and requires an entity to
recognize the fair value of a liability for an astirement obligation in the period in whichstincurred if a reasonable estimate of fair value
can be made. SFAS No. 143 applies to legal obtigatassociated with the retirement of a tangibiglived asset that resulted from the
acquisition, construction, development and/or theral operation of a lonlived asset. The associated asset costs are @zgitals part of tt
carrying amount of the long-lived asset. FIN 47%ifilss the term “conditional asset retirement obtign” as used in SFAS No. 143, which
refers to a legal obligation to perform an assetament activity in which the timing and/or methofisettlement are conditional on a future
event that may or may not be within the contrathaf entity. FIN 47 requires an entity to recogradebility for the fair value of a conditional
asset retirement obligation if the fair value of thability can be estimated reasonably. Uncenaattout the timing and/or method of
settlement of a conditional asset retirement obibgashould be factored into the measurement ofigtdity when sufficient information

exists. SFAS No. 143 acknowledges in some cas#isnt information may not be available to reaably estimate the fair value of an asset
retirement obligation (ARO). We adopted FIN 47he fourth quarter of fiscal 2006. In connectionhattie adoption, an ARO liability of $12
million, a related ARO asset of $3 million and anulative adjustment due to change in accountingcypie, net of tax of $5 million were
recorded. The ARO liability is included in Othembilities and the ARO asset is included in Propd?tant and Equipment on the
Consolidated Balance Sheets. The principal contitiasset retirement obligations relate to themi@kfuture closure, sale or other disposal
of certain production facilities. In connection véiny such activity, we are legally obligated uneemious federal, state and local laws to
properly retire the related wastewater treatmexititia

NOTE 3: DISCONTINUED OPERATION

On June 25, 2008, we executed a letter of intetiit ¥i Foods Inc. to sell the beef processing, edttkd yard and fertilizer assets of Lake:
for $104 million. Lakeside was part of our Beefmemt. XL Foods will pay an additional amount fottleainventory, fertilizer inventory and
packaging assets, estimated to approximate $8®milThis transaction is denominated in Canadialiad® thus conversion at the closing
date to US Dollars could result in amounts in USl&re different than noted. We will retain certamrking capital items, including finished
product inventory, accounts receivable and accquaysble, of the Lakeside operation as of the opdiate, which totaled $89 million at
September 27, 2008. Once the transaction is complet expect retained working capital, includingeintory, at Lakeside will be liquidated
and settled over a two-month period.

Approximately $60 million of Beef segment goodwélates to Lakeside. In addition, at Septembef208, we had $60 million of currency
translation adjustment gain in accumulated compreire income related to the Lakeside Canadian didaslation. Subsequent to
September 27, 2008, the Canadian dollar weakemsdwéhe US dollar, which may result in a decréaslee currency translation adjustment
gain.

The transaction remains subject to government apfs@nd execution of a definitive agreement betwBeson and XL Foods. Subject to
receipt of such approvals, we anticipate beingyeadomplete the sale by the end of the first tardiscal 2009 and are reporting the
Lakeside results as a discontinued operation.




The following is a summary of Lakeside’s operatiagults (in millions):

200¢ 2007 200¢
Sales $ 1,26¢ $ 1,171 $ 97C
Pretax los: - - 25

The carrying amounts of Lakeside’s assets helddt® include the following (in millions):

200¢ 2007

Assets of discontinued operation held for s
Inventories $ 82 ¢ 79
Net property, plant and equipme 77 85
Total assets of discontinued operation held foe $ 15¢  $ 164

NOTE 4: DISPOSITIONS AND OTHER CHARGES

In fiscal 2008, we recorded charges of $10 millielated to intangible asset impairments. Of thigam, $8 million is reflected in the Beef
segment’s Operating Income and $2 million in thepred Foods segment’s Operating Income, and betleeorded in the Consolidated
Statements of Operations in Cost of Sales. We decbestimated charges of $7 million related todldamage at our Jefferson, Wisconsin,
plant. This amount is reflected in the Prepareddsaegment’s Operating Income and included in tesGlidated Statements of Operations
in Cost of Sales. We also recorded a charge ofii®@mrelated to the impairment of unimproved reabperty in Memphis, Tennessee. This
amount is reflected in the Chicken segment’'s Opegdhcome (Loss) and included in the Consolid&@&atements of Operations in Cost of
Sales. Additionally, we recorded an $18 million raperating gain as the result of a private equityp’s purchase of a technology compan
which we held a minority interest. This gain wasareled in Other Income in the Consolidated Statésn@nOperations.

In February 2008, we announced discontinuatioma#xdsting product line and closing of one of dunee poultry plants in Wilkesboro, No
Carolina. The Wilkesboro Cooked Products plant edaperations during the second quarter of fis8@B2The closure resulted in
elimination of approximately 400 jobs. In fiscaldB) we recorded charges of $13 million for estirdatepairment charges. This amount is
reflected in the Chicken segment’s Operating Incdhoss) and included in the Consolidated Statemein@perations in Other Charges. No
material adjustments to the accrual are anticipated

In January 2008, we announced the decision touststie operations at our Emporia, Kansas, beet.jieef slaughter operations ceased
during the second quarter of fiscal 2008. Howetre facility will still be used to process certaiommodity, specialty cuts and ground beef,
as well as a cold storage and distribution warebothis restructuring resulted in elimination opegximately 1,700 jobs at the Emporia
plant. In fiscal 2008, we recorded charges of $1l0am for estimated impairment charges and $7 imnillof other closing costs, consisting of
$6 million for employee termination benefits andriillion in other plant-closing related liabilitie¥hese amounts were reflected in the Beef
segment’s Operating Income (Loss) and includetiénGonsolidated Statements of Operations in Othardges. We have fully paid the
employee termination benefits and other plant-odgselated liabilities. No material adjustmentshe accrual are anticipated.

In fiscal 2008, management approved plans for impl&ation of certain recommendations resulting ftoenpreviously announced FAST
initiative, which was focused on process improvenaenl efficiency creation. As a result, in fisc@D8, we recorded charges of $6 million
related to employee termination benefits resulfiogh termination of approximately 200 employeesti@fse charges, $2 million, $2 million,
$1 million and $1 million, respectively, were reded in the Chicken, Beef, Pork and Prepared Foegiments’ Operating Income (Loss) and
included in the Consolidated Statements of Oparatio Other Charges. We have fully paid the em@dgemination benefits. No material
adjustments to the accrual are anticipated.

In May 2007, we announced the completion of the stwo of our Alabama poultry plants and relaseg@port facilities. As part of strategic
efforts to reduce the production of commaodity ckickwe sold our processing plants in Ashland andis@en, which also included a nearby
feed mill and two hatcheries. These facilities emgpt approximately 1,200 employees, of which apipnately 800 were hired by the
acquiring company, while the remaining employeesvedfered the opportunity to transfer to our otbperations in Alabama. We recorded a
gain of $10 million on the sale in fiscal 2007. Td&n was recorded in the Chicken segment’s Opeydticome (Loss) and included in the
Consolidated Statements of Operations in Cost l&sSa

In July 2006, we announced our decision to impldéragBost Management Initiative as part of a strategeturn to profitability. The cost
reductions include staffing costs, consulting arafgssional fees, sales and marketing costs arat e#penses. In fiscal 2006, we recorded
charges of approximately $9 million for employeertmation benefits resulting from the terminatidrapproximately 400 employees. Of
these charges, $4 million, $3 million, $1 millionda$1 million, respectively, were included in thki€ken, Beef, Pork and Prepared Foods
segments’ Operating Income (Loss) and includetiénGonsolidated Statements of Operations in Other
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charges in the period ending September 30, 200f&sdal 2007, there were no material adjustmentantounts accrued. We have fully paid
the estimated employee termination benefits. Nenwtadjustments to the accrual are anticipated.

In August 2006, we announced our decision to dbseBoise, Idaho, beef slaughter plant and to dzad& processing operations at our Pe
Washington, complex. This decision resulted indglmination of approximately 770 positions. Thestlee and processing change occurred in
October 2006 and did not result in a significardrge.

In February 2006, we announced our decision tcedies Norfolk, Nebraska, beef processing planttaadVest Point, Nebraska, beef
slaughter plant. These facilities closed in Febr2806. Production from these facilities was skifpeimarily to our beef complex in Dakota
City, Nebraska. Combined, these two facilities eagpt approximately 1,665 employees. We sold thet\Wemt plant in fiscal 2007, while
the Norfolk plant and related property are currenffered for sale. In fiscal 2006, we recordedrglea of $38 million for estimated
impairment charges and $9 million of other closiogts, consisting of $5 million for employee teration benefits and $4 million in other
plant closing related liabilities. These amountseneflected in the Beef segment’s Operating Inc@pess) and included in the Consolidated
Statements of Operations in Other charges. We fudlyepaid the estimated employee termination b#seind other plant closing related
liabilities. No material adjustments to the accrar@ anticipated.

In January 2006, we announced our decision to ¢lesgrocessed meats facilities in northeast Iolte Independence and Oelwein plants,
which produced chopped ham and sliced luncheonanelased in March 2006. Combined, these two taasliemployed approximately 400
employees. Equipment from these facilities was needand either sold or transferred to our otheatioos, while the plants and related
property are currently offered for sale. In fis2@D6, we recorded charges of $12 million for estedampairment charges and $1 million for
employee termination benefits. These amounts vedlected in the Prepared Foods segment’s Operatoame (Loss) and included in the
Consolidated Statements of Operations in OtherggzaWWe have fully paid the estimated employeeitetion benefits. No material
adjustments to the accrual are anticipated.

NOTE 5: FINANCIAL INSTRUMENTS

We had derivative related balances of $29 millind $16 million recorded in other current assetSegitember 27, 2008, and September 29,
2007, respectively, and $45 million and $48 milliarother current liabilities at September 27, 20881 September 29, 2007, respectively.

Cash flow hedgesDerivative products, such as futures and optioressdasignated as hedges against changes in thenaofduture cash
flows related to commodities procurement. We dopwthase derivative products related to grainymement in excess of our physical gr
consumption requirements. Related to our grain égdtpere were $5 million of net losses recordeattumulated other comprehensive
income at September 27, 2008. These losses witdmgnized within the next 12 months. Of thesedsste portion resulting from our open
hedge positions was a net loss of $4 million aSegtember 27, 2008. Ineffectiveness related taasin flow hedges was not significant
during fiscal 2008, 2007 or 2006.

Fair value hedgesWe designate certain futures contracts as fairevakdges of firm commitments to purchase livesfocklaughter.
Changes in the fair value of a derivative thatasignated and qualifies as a fair value hedgegaldth changes in fair value of the hedged
asset or liability attributable to the hedged (isicluding gains or losses on firm commitmentsg, @acorded in current period earnings.
Ineffectiveness results when the change in thevidire of the hedge instrument differs from thengwin fair value of the hedged item.
Ineffectiveness related to fair value hedges wasigmificant during fiscal 2008, 2007 and 2006.

During fiscal 2006, we discontinued the use of leedgcounting for certain financial instruments ¢dde forward cattle purchases. Hedge
accounting was discontinued to provide a naturigledto the gains and losses resulting from ouwdtves tied to forward fixed price sales
boxed beef, as this activity does not qualify fedbe accounting. The contracts for which hedgewttony was discontinued had a fair value
of approximately $28 million at the discontinuededand was primarily recognized as a componenbsf of sales in fiscal 2006. However,
due to changes in our beef market strategies asiddss conditions, we now have more forward cptitehase derivatives relative to fixed
forward boxed beef sales derivatives which canteme caused mark-toarket earnings volatility. Accordingly, effectiirethe fourth quarte
fiscal 2008, we began designating certain futuoedgracts as fair value hedges of forward cattleipases. We anticipate this change will help
reduce volatility of quarterly reported beef eagsn

Undesignated positionsWe hold positions as part of our risk managemetitites, primarily futures and options for graiasd livestock,

for which we do not apply hedge accounting, buteiad mark these positions to fair value throughiegs at each reporting date. We
generally do not enter into undesignated positimsnd 18 months. Related to grain positions foctwkve did not apply hedge accounting,
we recognized pretax net gains of approximately9hélion, $50 million and $8 million, respectivelin cost of sales for fiscal 2008, 2007
and 2006, which included an unrealized pretax twsspen mark-to-market futures positions of $4innillas of September 27, 2008.

We enter into certain forward sales of boxed beeflzoxed pork and forward purchases of cattlexatfprices. The fixed price sales
contracts lock in the proceeds from a sale in titeré and the fixed cattle purchases lock in ths.ddowever, the cost of the livestock and
related boxed beef and boxed pork market pricéiseatime of the sale or purchase could vary froimfiked price.
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As we enter into fixed forward sales of boxed taed boxed pork and forward purchases of cattlealg® enter into the appropriate number
of livestock futures positions to mitigate a pomtiof this risk. Changes in market value of the olpegstock futures positions are marked to
market and reported in earnings at each reportg, @ven though the economic impact of our fixeécks being above or below the market
price is only realized at the time of sale or pas#h In connection with these livestock futuresy@mrded realized and unrealized net gains
of $83 million in fiscal 2008, which included anrealized pretax gain on open mark-to-market futp@stions of approximately $3 million
as of September 27, 2008. We recorded realizediarghlized net gains of $14 million and realized anrealized net losses of $39 millior
fiscal 2007 and 2006, respectively, related tosivek futures positions.

Additionally, we enter into grain derivatives to mage the risk of costs associated with forwardss@eertain customers for which sales
prices are determined under cost-plus arrangemenése unrealized positions, which do not qualifyfedge treatment, totaled a loss of $24
million and a gain of $9 million at September 2008, and September 29, 2007, respectively. Whesetpesitions are liquidated, we expect
any realized gains or losses will be reflectechmprices of the poultry products sold. Since thllesévative positions do not qualify for hedge
treatment, they initially create volatility in oinmcome statement associated with mark-to-marketgés However, once the positions are
liquidated and included in the sales price to tit@mer, there is ultimately no income statemeipisich as any previous mark-to-market gains
or losses are included in the prices of the poydtnducts.

Foreign currency positions:We enter into foreign currency forward contractsn@nage the risk from changes in the fair valutitare cash
flows of receivables, payables and purchase comemitsrarising from changes in the exchange ratésegn currencies. We have not
applied hedge accounting to these contracts. Tihedhie of the foreign exchange contracts wassigiificant as of September 27, 2008, and
September 29, 2007.

Fair Values of Financial Instruments:

in millions

200¢ 2007

Commodity derivative positions, net liabili $ 16 $ 32
Total debt 2,65¢ 2,921

Fair values are based on quoted market priceshidisped forward interest rate curves. Carrying galfor derivative positions equal the fair
values as of September 27, 2008, and Septemb@0@9, and the carrying value of total debt was $i#ll®n and $2.8 billion, respectively.
All other financial instruments’ fair values appnmate recorded values at September 27, 2008, gotéi8ber 29, 2007.

Concentrations of Credit Risk: Our financial instruments exposed to concentratiminsredit risk consist primarily of cash equivakeanc
trade receivables. Cash equivalents are in higlitgusecurities placed with major banks and finahdnstitutions. Concentrations of cre
risk with respect to receivables are limited duaght® large number of customers and their disperawnss geographic areas. We pert
periodic credit evaluations of our customdisancial condition and generally do not requirdlateral. At September 27, 2008, and Septel
29, 2007, 12.2% and 12.1%, respectively, of ouragebunts receivable balance was due from Mt Stores, Inc. No other single custo
or customer group represents greater than 10%tafaweunts receivable.

NOTE 6: PROPERTY, PLANT AND EQUIPMENT

Major categories of property, plant and equipmert accumulated depreciation at cost, at Septenihe2@®8, and September 29, 2007:

in millions

200¢ 2007

Land $ 89 $ 99
Building and leasehold improvemel 2,44( 2,42:
Machinery and equipme 4,38z 4,25¢
Land improvements and oth 21C 20C
Buildings and equipment under construct 352 24E
7,478 7,222

Less accumulated depreciati 3,954 3,614
Net property, plant and equipme $ 3,51¢ $ 3,60¢

Approximately $228 million will be required to comepe buildings and equipment under constructioBegitember 27, 2008.
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NOTE 7: GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill by segment, net of $286 million of accuateld amortization at September 27, 2008, and Ségie9, 2007:

in millions
200¢ 2007
Chicken $ 94t $ 921
Beef 1,18¢ 1,182
Pork 317 317
Prepared Fooc 64 65
Total Goodwill $ 2,511 $ 2,48t
Other intangible assets by type at September 208,20hd September 29, 2007:
in millions
200¢ 2007
Gross Carrying Value
Trademark $ 62 $ 66
Patent:s 50 50
In-process paten 27 35
Intellectual propert 17 -
Less Accumulated Amortizatio
Patents and intellectual prope 28 25
Total Intangible Assel $ 12€ $ 12€

Amortization expense on patents and intellectuaperty of $3 million was recognized during eacliigdal years 2008, 2007 and 2006. We
estimate amortization expense on intangible asg#itse $5 million in each of the next five yeaRatents and intellectual property are
amortized using the straightte method over their estimated period of berdfiive to 15 years and 30 years, respectivelyjiregg with the
date benefits from intangible items are realized.

NOTE 8: OTHER CURRENT LIABILITIES

Other current liabilities at September 27, 2008l 8aptember 29, 2007, include:

in millions

200¢ 2007

Accrued salaries, wages and bene $ 25¢ $ 24¢
Selfinsurance reserve 23¢€ 25¢
Other 3832 42C
Total other current liabilitie $ 87¢ $ 92¢
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NOTE 9: COMMITMENTS

We lease equipment, properties and certain farmaffiach total rentals approximated $163 million38Imillion and $146 million,
respectively, in fiscal years 2008, 2007 and 2006st leases have terms up to seven years withngrgnewal periods. The most significant
obligations assumed under the terms of the leaseth@ upkeep of the facilities and payments afriasce and property taxes.

Minimum lease commitments under I-cancelable leases at September 27, : in millions
2009 $ 80
2010 61
2011 41
2012 30
2013 18
2014 and beyon 23
Total $ 25¢

We guarantee debt of outside third parties, wharsist of a lease and grower loans, all of whiehsabstantially collateralized by the
underlying assets. Terms of the underlying debecgeriods up to nine years, and the maximum piaiearhount of future payments as of
September 27, 2008, was $66 million. We also mairdperating leases for various types of equipmssme of which contain residual value
guarantees for the market value of assets at tthefthe term of the lease. The terms of the |@aatirities cover periods up to seven years.
The maximum potential amount of the residual v@uarantees is approximately $55 million, of whigp@ximately $21 million would be
recoverable through various recourse provisionsaandndeterminable recoverable amount based daith@arket value of the underlying
leased assets. The likelihood of material paymender these guarantees is not considered probstbReptember 27, 2008, and September
29, 2007, no material liabilities for guaranteesevecorded.

Additionally, we enter into future purchase comn@tits for various items, such as grains, livestaskracts and fixed grower fees. At
September 27, 2008, these commitments totaled:

in millions
2009 $ 71C
2010 42
2011 31
2012 13
2013 7
2014 and beyon 24
Total $ 827

14




NOTE 10: LONG-TERM DEBT

in millions

Maturity 200¢ 2007

Revolving credit facility 201C $ - $ =
Accounts receivable securitization facil 2009, 201 - 21¢
Senior notes (rates ranging from 7.00% to 8.2 201(-202¢ 2,40(C 2,47¢
3.25% Convertible senior not 201z 45¢ -
Lakeside term loa - - 25
Other Various 38 66
Total debt 2,89¢ 2,77¢
Less current det 8 137
Total lon¢-term debt $ 2,88¢ $ 2,642

Annual maturities of long-term debt for the fivedal years subsequent to September 27, 2008,G08:$B million; 2010-$240 million; 2011-
$1.0 billion; 2012-$3 million; 2013-$2 million.

Revolving Credit Facility

We have a revolving credit facility totaling $1.0libn that supports short-term funding needs aitkts of credit. The facility expires in
September 2010. At September 27, 2008, we hadandlisig letters of credit totaling approximately $28illion, none of which were drawn
upon, issued primarily in support of workers’ comgation insurance programs and derivative actiifléne amount available for borrowings
under this facility as of September 27, 2008, wadmillion. All trademarks of our domestic subaitles are pledged as collateral under this
facility. Additionally, certain domestic subsidiasi guaranteed this facility and pledged their inwgnas collateral, which had a book value of
$2.0 billion at September 27, 2008.

Accounts Receivable Securitization Facility

We have a receivables purchase agreement with ¢orparchasers to sell up to $750 million of tragleeivables. The agreement includes a
$375 million 364-day facility expiring in August @0 and a $375 million 364-day facility with an atfatial one-year option, which commits
funding through August 2010. The receivables pwetagreement has been accounted for as a borrawthgas an interest rate based on
commercial paper issued by the co-purchasers. Uhgeagreement, substantially all of our accoueteivable may be sold to a special
purpose entity, Tyson Receivables Corporation (TR@jch is a wholly-owned consolidated subsidiafyhe Company. TRC has its own
creditors who are entitled to be satisfied outlbbthe assets of TRC prior to any value beconamgilable to the Company as TRC's equity
holder. At September 27, 2008, there were no anscumrowed under the receivables purchase agreement

3.25% Convertible Senior Notes due 2013

In September 2008, we issued $458 million princgrabunt 3.25% convertible senior unsecured notesatitober 15, 2013 (Convertible
Notes), with interest paid se-annually in arrears on April 15 and October 15e Ebnversion rate initially is 59.1935 shares @fSSIA stock
per $1,000 principal amount of notes, which is eal&int to an initial conversion price of $16.89 pkare of Class A stock. The Convertible
Notes may be converted before the close of busimessily 12, 2013, only under the following circuares

° during any fiscal quarter after December 27, 20Be last reported sale price of our Class A ktioe at least 20 trading
days during a period of 30 consecutive trading aaging on the last trading day of the precediagdii quarter is at least
130% of the applicable conversion price on eachieadpe trading day (which would currently requaner shares to trade at
or above $21.96); ¢

° during the five business days after any 10 consextriading days (measurement period) in whichtthding price per
$1,000 principal amount of notes for each tradiag df the measurement period was less than 98%egfroduct of the last
reported sale price of our Class A stock and thptiegible conversion rate on each such da

° upon the occurrence of specified corporate eventiefined in the supplemental indentt

On and after July 15, 2013, until the close of bess on the second scheduled trading day immegdiatteteding the maturity date, holders
may convert their notes at any time, regardlesheforegoing circumstances. Upon conversion, wedgliver cash up to the aggregate
principal amount of the Convertible Notes to beveted and shares of our Class A stock in resfa@bieaemainder, if any, of our convers
obligation in excess of the aggregate principal amof the Convertible Notes being converted.

The Convertible Notes were accounted for as a coachinstrument pursuant to EITF Issue 90-19, “Cditde Bonds with Issuer Option to
Settle for Cash upon Conversion.” Accordingly, vee@unted for the entire agreement as one debtimsint because the conversion feature
does not meet the requirements to be accounteskfiarately as a derivative financial instrument.

15




Convertible Note Hedge and Warrant Transactions

In connection with the issuance of the Convertiidtges, we entered into separate convertible nadgd&ansactions with respect to our
common stock to minimize the potential economiatébh upon conversion of the Convertible Notes. &l entered into separate warrant
transactions. We recorded the purchase of theheatge transactions as a reduction to capital irsxof par value, net of $36 million
pertaining to the related deferred tax asset, andeworded the proceeds of the warrant transacti®as increase to capital in excess of par
value. Subsequent changes in fair value of theseuiments are not recognized in the financial statés as long as the instruments continue
to meet the criteria for equity classification.

We purchased call options in private transaction$94 million that permit us to acquire up to apgmately 27 million shares of our Class
stock at an initial strike price of $16.89 per ghaubject to adjustment. The call options allowwouacquire a number of shares of our Class A
stock initially equal to the number of shares <3l A stock issuable to the holders of the Corhlerhlotes upon conversion. These call
options will terminate upon the maturity of the @ertible Notes.

We sold warrants in private transactions for tptalceeds of $44 million. The warrants permit thechasers to acquire up to approximately
27 million shares of our Class A stock at an ihiteercise price of $22.31 per share, subject josathent. The warrants are exercisable on
various dates from January 2014 through March 2014.

These transactions, in effect, increase the imitalversion price of the Convertible Notes from 896oer share to $22.31 per share, thus
reducing the potential future economic dilutioncasated with conversion of the Convertible Notelse TTonvertible Notes and the warrants
could have a dilutive effect on our earnings persho the extent the price of our Class A stoakndua given measurement period exceeds
the respective exercise prices of those instrumaiis call options are excluded from the calcutatibdiluted earnings per share as their
impact is anti-dilutive.

Credit Ratings
On September 4, 2008, S&P downgraded the crediigrapplicable to the senior notes due April 1,016 Notes) from “BBB-“ to “BB.”

This downgrade increased the interest rate on@té Rlotes from 6.85% to 7.35%, effective beginniith the six month interest payment
due October 1, 2008.

On November 13, 2008, Moody’s downgraded the ciradithg from “Bal” to “Ba3.” This downgrade increabthe interest rate on the 2016
Notes from 7.35% to 7.85%, effective beginning with six month interest payment due April 1, 2(

Debt Covenants

Our debt agreements contain various covenantsntist restrictive of which contain maximum allowegtdrage ratios and a minimum
required interest coverage ratio. On Septembe20@8, we amended our revolving credit facility agnent to provide a less restrictive
maximum allowed leverage ratio, which takes effedirst quarter of fiscal 2009. We were in complig with all covenants at September 27,
2008.

Subsequent Events

We entered into a new revolving credit facilityNtarch 2009 totaling $1.0 billion that supports gkterm funding needs and letters of credit,
which replaced the revolving credit facility schéstito expire in September 2010. Loans made umigfdcility will mature and the
commitments thereunder will terminate in March 20Iis facility is fully and unconditionally guartaed on a senior secured basis by
substantially all of our domestic subsidiaries. Go@rantors’ cash, accounts receivable, inventodypaoceeds received related to these items
secure our obligations under this facility. AlsoMiarch 2009, we issued $810 million of senior umsed notes, which will mature in March
2014 (2014 Notes). The 2014 Notes carry a 10.5Q@é64st rate, with interest payments due semi-ahnaalMarch 1 and September 1. After
the original issue discount of $59 million, basedam issue price of 92.756% of face value, we wecknet proceeds of $751 million. With
entry into the new revolving credit facility angignce of the 2014 Notes in March 2009, we redh@ltstanding borrowings under and
terminated our Accounts Receivable Securitizatamility.

Condensed Consolidating Financial Statements

Tyson Fresh Meats, Inc. (TFM), our wholtyvned subsidiary, has fully and unconditionally iguieed the 2016 Notes. TFM and substan

all of our wholly-owned domestic subsidiaries, h&wéy and unconditionally guaranteed the 2014 Nofehe following financial information
presents condensed consolidating financial statesnehich include Tyson Foods, Inc. (TFI Pareng)sdn Fresh Meats, Inc. (TFM Parent);
the other 2014 Notes' guarantor subsidiaries (Gwars) on a combined basis; the elimination entnesessary to reflect TFM Parent and the
Guarantors, which collectively represent the 20b4el' total guarantor subsidiaries (2014 Guarantorsa combined basis; the 2014 Notes'
non-guarantor subsidiaries (Non-Guarantors) onmnaboeed basis; the elimination entries necessacptsolidate the TFI Parent, the 2014
Guarantors and the Non-Guarantors; and Tyson Fdocson a consolidated basis, and is providechastarnative to providing separate
financial statements for the guarantor(s). Cenpaior period amounts have been recast to confortim euirrent year presentation and to reflect
the legal subsidiary ownership structure as of 24e&009.

16




Condensed Consolidating Statement of Income foy#iae ended September 27, 2( in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Sut- Guar- Elimin-
Pareni Pareni antors ations total antors ations Total
Net Sale: $19 $15,638  $11,463 $(811) $26,290 $580 $(27) $26,862
Cost of Sale: 74 15,105 10,796 (811) 25,090 479 27) 25,616
(55) 533 667 - 1,200 101 - 1,246
Operating Expense
Selling, general and
administrative 83 208 533 - 741 55 - 879
Other charge 1 18 17 - 35 - - 36
Operating Income (Los! (139) 307 117 - 424 46 - 331
Other (Income) Expens
Interest expense, n 181 17 16 - 33 (8) - 206
Other, ne (13) (5) (11) - (16) - - (29)
Equity in net earnings of
subsidiaries (285) (27) 5 18 (4) (9) 298 -
(117) (15) 10 18 13 17) 298 177
Income (Loss) from Continuing
Operations before Income Tax (22) 322 107 (18) 411 63 (298) 154
Income Tax Expense (Benei (108) 116 37 - 153 23 - 68
Income from Continuing
Operations 86 206 70 (18) 258 40 (298) 86
Income from Discontinued
Operation - - - - - - - -
Net Income $86 $206 $70 $(18) $258 $40 $(298) $86
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Condensed Consolidating Statement of Income foy#iae ended September 29, 2( in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Sut- Guar Elimin-
Pareni Pareni antors ations total antors ations Total
Net Sale: $154  $15,189  $10,793 $(736) $25,246 $482 $(153)  $25,729
Cost of Sale: (90) 14,849 10,040 (736) 24,153 390 (153) 24,300
244 340 753 - 1,093 92 - 1,429
Operating Expense
Selling, general and
administrative 104 176 483 - 659 51 - 814
Other charge 1 1 - - 1 - - 2
Operating Incom 139 163 270 - 433 41 > 613
Other (Income) Expens
Interest expense, n 186 29 18 - 47 9) - 224
Other, ne Q) (24) (8) - (32) 12 - (21)
Equity in net earnings of
subsidiaries (285) (94) (9) 77 (26) (18) 329 -
(100) (89) 1 77 (11) (15) 329 203
Income from Continuing
Operations before Income Tax 239 252 269 (77) 444 56 (329) 410
Income Tax Expense (Benei (29) 53 110 - 163 8 - 142
Income from Continuing
Operations 268 199 159 (77) 281 48 (329) 268
Income from Discontinued
Operation - - - - - - - -
Net Income $268 $199 $159 $(77) $281 $48 $(329) $268
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Condensed Consolidating Statement of Income foy#iae ended September 30, 2( in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Sut- Guar- Elimin-
Pareni Pareni antors ations total antors ations Total
Net Sale: $- $14,227  $10,689 $(712)  $24,204 $408 $(23) $24,589
Cost of Sale: 3 14,206 9,807 (712) 23,301 358 (23) 23,639
3) 21 882 - 903 50 - 950
Operating Expense
Selling, general and
administrative 138 207 541 - 748 44 - 930
Other charge - 51 19 - 70 - - 70
Operating Income (Los! (1412) (237) 322 - 85 6 - (50)
Other (Income) Expens
Interest expense, n 192 35 17 - 52 (6) - 238
Other, ne 3) 3) (14) - a7) - - (20)
Equity in net earnings of
subsidiaries (3) (56) 42 37 23 (19) (1) -
186 (24) 45 37 58 (25) (1) 218
Income (Loss) from Continuing
Operations before Income Tax (327) (213) 277 (37) 27 31 1 (268)
Income Tax Expense (Benei (131) (112) 138 - 26 11 (94)
Income (Loss) from Continuing
Operations (196) (101) 139 (37) 1 20 1 174)
Loss from Discontinued Operatit - - - - (A7) (A7)
Income (Loss) before Cumulative
Effect of Change in Accounting
Principle (196) (101) 139 (37) 1 3 1 (191)
Cumulative Effect of Change in
Accounting Principle, Net of Ta - (1) (4) - (5) - - (5)
Net Income (Loss $(196) $(102) $135 $(37) $(4) $3 $1 $(196)
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Condensed Consolidating Balance Sheet as of Septe2iih200¢ in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Guar- Elimin-
Pareni Parent antors ations  Subtotal antors ations Total

Assets
Current Assets

Cash and cash equivalel $140 $- $35 $- $35 $75 $- $250

Accounts receivable, n 1 122 3,614 - 3,736 113 (2,579) 1,271

Inventories, ne 1 724 1,640 - 2,364 173 - 2,538

Other current asse 123 55 24 (12) 67 72 (119) 143

Assets of discontinued operation
held for sale - - - - - 159 - 159
Total Current Asset 265 901 5,313 (12) 6,202 592 (2,698) 4,361
Net Property, Plant and
Equipment 43 960 2,371 - 3,331 145 - 3,519
Goodwill - 1,502 965 - 2,467 44 - 2,511
Intangible Asset - 47 64 - 111 17 - 128
Other Asset: 132 91 55 - 146 284 (231) 331
Investment in Subsidiarie 10,293 1,789 654 (1,639) 804 282 (11,379) -
Total Assets $10,733  $5,290 $9,422 $(1,651) $13,061 $1,364 $(14,308) $10,850
Liabilities and
Shareholders’ Equity
Current Liabilities:

Current deb $8 $- $- $- $ $- $- $8

Trade accounts payak 108 486 559 - 1,045 64 - 1,217

Other current liabilitie! 2,804 201 282 (12) 471 301 (2,698) 878
Total Current Liabilities 2,920 687 841 (12) 1,516 365 (2,698) 2,103
Long-Term Debt 2,632 249 180 - 429 7 (180) 2,888
Deferred Income Taxe - 129 190 - 319 23 (51) 291
Other Liabilities 167 137 190 - 327 60 - 554
Shareholder Equity 5,014 4,088 8,021 (1,639) 10,470 909 (11,379) 5,014
Total Liabilities and
Shareholder Equity $10,733  $5,290 $9,422 $(1,651) $13,061 $1,364 $(14,308) $10,850

20




Condensed Consolidating Balance Sheet as of Septe2bh200’ in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Guar- Elimin-
Parent Parent antors ations  Subtotal antors ations Total

Assets
Current Assets

Cash and cash equivalel $3 $- $3 $- $3 $36 $- $42

Accounts receivable, n 1 2 3,672 (54) 3,620 180 (2,555) 1,246

Inventories, ne - 674 1,345 - 2,019 140 - 2,159

Other current asse 37 39 9 @) 41 32 (40) 70

Assets of discontinued operation
held for sale - - - - - 164 - 164
Total Current Asset 41 715 5,029 (61) 5,683 552 (2,595) 3,681
Net Property, Plant and
Equipment 44 1,015 2,423 - 3,438 126 - 3,608
Goodwill - 1,499 961 - 2,460 25 - 2,485
Intangible Asset - 57 69 - 126 - - 126
Other Asset: 82 113 37 - 150 281 (186) 327
Investment in Subsidiarie 10,012 1,759 630 (1,615) 774 276 (11,062) -
Total Assett $10,178  $5,158  $9,149 $(1,676) $12,631 $1,260 $(13,843) $10,227
Liabilities and
Shareholders’ Equity
Current Liabilities:

Current deb $120 $- $- $- $- $17 $- $137

Trade accounts payak 79 517 388 - 905 66 - 1,050

Other current liabilitie! 2,789 225 296 (61) 460 274 (2,595) 928
Total Current Liabilities 2,988 742 684 (61) 1,365 357 (2,595) 2,115
Long-Term Debt 2,355 255 180 - 435 32 (180) 2,642
Deferred Income Taxe - 145 225 - 370 3 (6) 367
Other Liabilities 105 131 109 - 240 27 - 372
Shareholde’ Equity 4,731 3,885 7,951 (1,615) 10,221 841 (11,062) 4,731
Total Liabilities and
Shareholder Equity $10,178  $5,158  $9,149 $(1,676) $12,631  $1,260  $(13,843) $10,227
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Condensed Consolidating Statement of Cash Flowshéyear ended September 27, 2 in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Sut- Guar- Elimin-
Pareni Pareni antors ations total antors ations Total
Cash Provided by (Used for)
Operating Activities $(223) $276 $256 $- $532 $(6) $(15) $288
Cash Flows from Investing
Activities:
Additions to property, plant
and equipmer 2) (104) (302) - (406) a7 - (425)
Proceeds from sale of investme 14 7 1 - 8 - - 22
Purchase of marketable securities
net 1) - - - - (2) - 3)
Other, ne 13 4 15 - 19 (25) - 7
Cash Provided by (Used for)
Investing Activities 24 (93) (286) - (379) (44) - (399)
Cash Flows from Financing
Activities:
Net change in del 145 (5) - - (5) (51) - 89
Net proceeds from Class A
stock offering 274 - - - - - - 274
Convertible note hedge transactic (94) - - - - - - (94)
Warrant transactior 44 = = = = = = 44
Purchase of treasury sha (30) - - - - - - (30)
Dividends (56) - - - - (15) 15 (56)
Other, ne’ 72 2 - - 2 20 - 94
Net change in intercompany
balance: (19) (180) 62 - (118) 137 - -
Cash Provided by (Used for)
Financing Activities 336 (183) 62 - (121) 91 15 321
Effect of Exchange Rate
Change on Cas - - - - - (2) - (2)
Increase in Cash and Cash
Equivalents 137 - 32 - 32 39 - 208
Cash and Cash Equivalents at
Beginning of Yea 3 - 3 - 3 36 - 42
Cash and Cash Equivalents at
End of Yeal $140 $- $35 $- $35 $75 $- $250
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Condensed Consolidating Statement of Cash Flowthéyear ended September 29, 2 in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Sut- Guar Elimin-
Pareni Pareni antors ations total antors ations Total
Cash Provided by (Used for)
Operating Activities $177 $283 $261 $- $544 $(18) $(25) $678
Cash Flows from Investing
Activities:
Additions to property, plant
and equipmer (14) (40) (204) - (244) (27) - (285)
Proceeds from sale of short-
term investmen 770 - - - - - - 770
Proceeds from sale of
marketable securities, n - - - - - 16 - 16
Other, ne 81 (12) 9 - 3) - - 78
Cash Provided by (Used for)
Investing Activities 837 (52) (195) - (247) (11) - 579
Cash Flows from Financing
Activities:
Net change in del (747) (4) (12) - (15) (448) - (1,210)
Purchase of treasury sha (61) - - - - - - (61)
Dividends (56) - - - - (25) 25 (56)
Other, ne 80 @) - - @) 2 - 75
Net change in intercompany
balance: (229) (221) (58) - (279) 508 - -
Cash Provided by (Used for)
Financing Activities (1,013) (232) (69) - (301) 37 25 (1,252)
Effect of Exchange Rate
Change on Cas - - - - - 9 - 9
Increase (Decrease) in Cash and
Cash Equivalent 1 Q) 3) - 4) 17 - 14
Cash and Cash Equivalents at
Beginning of Yea 2 1 6 - 7 19 - 28
Cash and Cash Equivalents at
End of Yeal $3 $- $3 $- $3 $36 $- $42
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Condensed Consolidating Statement of Cash Flowthé&year ended September 30, 2 in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Sut- Guar- Elimin-
Pareni Pareni antors ations total antors ations Total
Cash Provided by (Used for)
Operating Activities $(145) $158 $513 $- $671 $(94) $(60) $372
Cash Flows from Investing
Activities:
Additions to property, plant
and equipmer (81) (153) (280) - (433) a7 - (531)
Purchase of sh¢- term investmen (750) - - - - - - (750)
Proceeds from sale of
marketable securities, n - - - - - 23 - 23
Other, ne 29 12 (7) - 5 - - 34
Cash Provided by (Used for)
Investing Activities (802) (141) (287) - (428) 6 - (1,224)
Cash Flows from Financing
Activities:
Net change in del 1,087 (101) (18) - (119) 16 - 984
Purchase of treasury sha (42) - - - - - - (42)
Dividends (55) - - - - (60) 60 (55)
Other, ne (57) (2) 16 - 14 - - (43)
Net change in intercompany
balance: 10 86 (222) - (136) 126 - -
Cash Provided by (Used for)
Financing Activities 943 (17) (224) - (241) 82 60 844
Effect of Exchange Rate
Change on Cas - - (1) - (1) 3) - (4)
Increase (Decrease) in Cash and
Cash Equivalent 4) - 1 - 1 9) - (12)
Cash and Cash Equivalents at
Beginning of Yea 6 1 5 - 6 28 - 40
Cash and Cash Equivalents at
End of Yeal $2 $1 $6 $- $7 $19 $- $28
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NOTE 11: COMPREHENSIVE INCOME (LOSS)

The components of accumulated other comprehensogarie are as follows:

in millions
200¢ 2007

Accumulated other comprehensive incol
Currency translation adjustme $ 60 $ 62
Unrealized net hedging losses, net of taxes (8) (6)
Unrealized net loss on investments, net of taxes (1) -
Postretirement benefits reserves adjustments (1) (10) (6)
Total accumulated other comprehensive inct $ 41 % 50

(1) Fiscal 2007 includes adjustment of $3 milliaet of tax, related to the initial adoption of SFNS. 158. Refer to Note 13, “Pensions and
Other Postretirement Benefits.”

The components of other comprehensive income (kresas follows:

in millions
Before Ta: Income Ta After Tax

Fiscal 2008
Currency translation adjustment $ 2 $ - % @)
Net change in postretirement liabilities (10) 6 (4)
Investments unrealized loss ) - €)
Net hedging gain 6 2 4
Net hedging gain reclassified to income statement (10) 4 (6)
Other comprehensive loss — 2008 $ a7n $ 8 $ (9)

Fiscal 2007
Currency translation adjustme $ 24 3% - $ 24
Pension unrealized gain, prior to adoption of SFE 158 9 (3) 6
Net hedging gain 33 (13) 20
Net hedging gain reclassified to income statement (33) 13 (20)
Other comprehensive income — 2007 $ 33 $ 3) $ 30

Fiscal 2006
Currency translation adjustment $ 6) $ - % (6)
Pension unrealized loss, prior to adoption of SFES158 (16) 6 (10)
Investments unrealized ge 1 - 1
Net hedging gail 1 - 1
Net hedging loss reclassified to income statement 6 (3) 3
Other comprehensive loss — 2006 $ (14) $ 3 $ (11)

NOTE 12: STOCK-BASED COMPENSATION

We issue shares under our stock-based compengédias by issuing Class A stock from treasury. Taltnumber of shares available for
future grant under the Tyson Foods, Inc. 2000 Stoc&ntive Plan (Incentive Plan) was 24,823,948egitember 27, 2008.

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

Directors (Compensation Committee). The Incentilaa fhcludes provisions for granting incentive &toptions for shares of Class A stock
at a price not less than the fair market valudéatate of grant. Nonqualified stock options maygianted at a price equal to, less than or
more than the fair market value of Class A stockhendate the option is granted. Stock options utigelncentive Plan generally become
exercisable ratably over two to five years fromdaée of grant and must be exercised within 10s/&#&am the date of grant. Our policy is to
recognize compensation expense on a straight-iisestover the requisite service period for thereraard.
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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, September 29, 2( 15,482,91 $ 14.2C
Exercisec (699,47() 11.9¢
Cancelec (1,157,89) 15.3:
Granted 3,280,46: 15.0¢

Outstanding, September 27, 2( 16,906,01 14.3¢ 6.€ $24:

Exercisable, September 27, 2( 7,464,48! $ 12.9¢ 4.8 $97

The weighted-average grant-date fair value of mstigranted during fiscal years 2008, 2007 and 2@3pectively, was $5.22, $5.85 and
$6.86. The fair value of each option grant is disthbd on the date of grant using a binomial lattitethod for grants awarded after Octob:e
2005, and the Black-Scholes option-pricing modelgiants awarded before October 1, 2005. The chinthes binomial lattice method was
made to better reflect the exercise behavior oitepagement. We use historical volatility for aipeiof time comparable to the expected

of the option to determine volatility assumptioBgpected life is calculated based on the contrdttua of each grant and takes into account
the historical exercise and termination behavigpanticipants. Risk-free interest rates are baseithe five-year Treasury bond rate. Weighted
average assumptions used in the fair value calonlare outlined in the following table.

200¢ 2007 200¢
Weighted average expected | 5.5 year 5.6 year 5.9 year
Weighted average ri-free interest rat 4.08% 3.88% 3.70%
Range of ris-free interest rate 3.1-4.6% 2.€-4.6% 2.€-4.8%
Weighted average expected volatil 34.61% 36.85% 37.83%
Range of expected volatili 30.6-40.1% 33.7-40.1% 35.2-40.1%
Expected dividend yiel 1.02% 1.11% 1.23%

We recognized stock-based compensation expensedédtastock options, net of income taxes, of $1tan, $11 million and $9 million,
respectively, during fiscal years 2008, 2007 an@62@vith a $7 million, $6 million and $5 millionleted tax benefit. We had 2.5 million, 1.9
million and 3.3 million options vest in fiscal yse2008, 2007 and 2006, respectively, with a faiueaf $15 million, $9 million and $16
million, respectively.

In fiscal years 2008, 2007 and 2006, we receivatt od $9 million, $59 million and $28 million, resgtively, for the exercise of stock
options. Shares are issued from treasury for stption exercises. The related tax benefit realfeeah stock options exercised during fiscal
years 2008, 2007 and 2006, was $1 million, $12ioniland $4 million. The total intrinsic value oftams exercised in fiscal years 2008, 2(
and 2006, was $3 million, $31 million and $10 roiflj respectively. SFAS No. 123R requires the clsirsfresulting from tax deductions in
excess of the compensation cost of those optiote$s tax deductions) to be classified as financag flows. We realized $0, $9 million
and $4 million, respectively, in excess tax dedangtiduring fiscal years 2008, 2007 and 2006. ASegftember 27, 2008, we had $40 million
of total unrecognized compensation cost relatesidok option plans that will be recognized overeaghted average period of 2.7 years.
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Restricted Stock
We issue restricted stock at the market value éiseoflate of grant, with restrictions expiring operiods through July 1, 2020. Unearned
compensation is recognized over the vesting pddothe particular grant using a straight-line noeth

Weighted Averag Aggregat

Weighted Averag Remaininy Intrinsic

Number o Gran-Date Fai Contractue Value

Share Value Per Sha Life (in Years (in millions)
Nonvested, September 29, 2( 6,061,33. $ 14.9¢
Granted 975,72 15.2¢
Dividends 54,20¢ 14.4¢
Vested (2,031,90) 12.2¢
Forfeited (293,63f) 15.5¢

Nonvested, September 27, 2( 4,765,72 16.1¢€ 2.4 $6C

As of September 27, 2008, we had $37 million dditahrecognized compensation cost related to eéstristock awards that will be
recognized over a weighted average period of 2adsye

We recognized stock-based compensation expensedétarestricted stock, net of income taxes, df §illion, $14 million and $15 million
for years 2008, 2007 and 2006, respectively. Tlaeae tax benefit for fiscal years 2008, 2007 a@d&2was $6 million, $9 million and $9
million, respectively. We had 2.0 million, 3.4 nivh and 0.4 million, respectively, restricted st@ekards vest in fiscal years 2008, 2007 and
2006, with a grant date fair value of $24 milli&37 million and $5 million.

Performanceébased Shares

In July 2003, our Compensation Committee authorizetb award performance-based shares of our Blagsck to certain senior executive
officers on the first business day of each of tieenfany’s 2004, 2005 and 2006 fiscal years. The @nsgtion Committee later authorized
the expansion of the awards to include additioealar officers and to extend out to fiscal year&0Dhe vesting of the performance-based
shares for the 2006 award is over two and onetbdlree years and the vesting for the 2007 an® 20¢ards is over three years (the Vesting
Period), each award being subject to the attainmiegoals determined by the Compensation Commjite® to the date of the award. We
review progress toward the attainment of goals gaetmter during the Vesting Period. However, thaiament of goals can be determined
only at the end of the Vesting Period. If the sharest, the ultimate cost will be equal to the €lastock price on the date the shares vest
times the number of shares awarded for all perfagaarants with other than market criteria. Fontgavith market performance criteria, the
ultimate cost will be the fair value of the probmkhares to vest regardless if the shares actuesly Total expense recorded related to
performance-based shares was not material forl figeas 2008, 2007 and 2006.

NOTE 13: PENSIONS AND OTHER POSTRETIREMENT BENEFITS

Effective September 29, 2007, we adopted SFAS B8, Which requires the recognition in pension dadtfigns and accumulated other
comprehensive income of actuarial gains or logz@s:; service costs or credits and transition assebbligations previously deferred under
the reporting requirements of SFAS No. 87, SFASN& and SFAS No. 132(R). The following table refifethe effects of adoption of SFAS
No. 158 on the Consolidated Balance Sheet as déBdyer 29, 2007

in millions

Before After

Application o Application of

SFAS No. 15 Adjustment SFAS No. 15¢

Other asset $ 33 $ (5) $ 327
Total asset 10,23: (5) 10,227
Deferred income taxe 36€ 1 367
Other liabilities 381 9) 372
Accumulated other comprehensive inca 47 3 50
Total shareholde’ equity 4,72¢ 3 4,731
Total liabilities and sharehold¢ equity 10,23: (5) 10,227

At September 27, 2008, we had four noncontributiafined benefit pension plans consisting of theewléd qualified plans and one unfun
non-qualified plan. All three of our qualified pkare frozen and provide benefits based on a farmsihg years of service and a specified
benefit rate. Effective January 1, 2004, we impleted a non-qualified defined benefit plan for certa
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contracted officers that uses a formula based amsyaf service and final average salary. We alse la¢her postretirement benefit plans for
which substantially all of our employees may reedienefits if they satisfy applicable eligibilityiteria. The postretirement healthcare plans
are contributory with participants’ contributiongjasted when deemed necessary.

We have defined contribution retirement and inaenbenefit programs for various groups of employ®és recognized expenses of $48
million, $46 million and $55 million in fiscal 2002007 and 2006, respectively.

We use a fiscal year end measurement date forefumed benefit plans and other postretirement pléfes generally recognize the effect of
actuarial gains and losses into earnings immedgiftelother postretirement plans rather than amimigi the effect over future periods.

Other postretirement benefits include postretiremeedical costs and life insurance.
Benefit obligations and funded status

The following table provides a reconciliation oétbhanges in the plans’ benefit obligations, assedsfunded status at September 27, 2008,
and September 29, 2007:

in millions
Pension Benefits Other Postretiremel
Qualified Non-Qualified Benefits
200¢ 2007 200¢ 2007 200¢ 2007
Change in benefit obligatic
Benefit obligation at beginning of year $ 98 $ 99 $ 30 % 25 % 49 $ 61
Service cost - - 3 6 1 1
Interest cost 6 5 2 2 3 4
Plan participants’ contributions - - - - 2 38
Amendments - - - - - (4)
Actuarial (gain) loss (6) - ) ) 1 12
Benefits paid ) (6) ) ) 9) (16)
Settlement - - - - - (17)
Benefit obligation at end of year 90 98 32 30 47 49
Change in plan asse
Fair value of plan assets at beginning of year 97 85 - - - -
Actual return on plan assets (11) 14 - - - -
Employer contributions 1 4 1 1 7 8
Plan participants’ contributions - - - - 1 8
Benefits paid 8 (6) () () 8 (16)
Fair value of plan assets at end of year 79 97 - - - -
Funded statis $  (ans M$ (3 $ (30 $ (4D $ (49
Amounts recognized in the Consolidated Balance {Shemsist of:
in millions
Pension Benefits Other Postretiremel
Qualified Nor-Qualified Benefits
200¢ 2007 200¢ 2007 200¢ 2007
Other assets $ - $ 7% - % - % - % -
Accrued benefit liability (12) (8) (32) (30) (47) (49)
Accumulated other comprehens
(income)/loss
Unrecognized actuarial loss 24 13 - 1 - -
Unrecognized prior service (cost)/credit - - 4 5 ) (10)
Net amount recognize $ 13 % 12 $ (28 % (249 % (56) $ (59
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The increase (decrease) in the pretax minimumliabelated to our pension plans included in otbemprehensive income (loss) was $9
million, $(9) million and $16 million in fiscal 2@) 2007 and 2006, respectively.

At September 27, 2008, all pension plans had anraglated benefit obligation in excess of plan asg&t September 29, 2007, three pension
plans had an accumulated benefit obligation in excd plan assets. The accumulated benefit obdigddir all qualified pension plans was !
million and $98 million at September 27, 2008, &&ptember 29, 2007, respectively. Plans with actatenl

benefit obligations in excess of plan assets afelksvs:

in millions
Pension Benefit
Qualified Non-Qualified
200¢ 2007 200¢ 2007
Projected benefit obligation $ 90 $ 26 $ 32 % 30
Accumulated benefit obligation 9Q 26 31 30

Fair value of plan assets 79 18

Net Periodic Benefit Cost

Components of net periodic benefit cost for pensiod postretirement benefit plans recognized irCtbesolidated Statements of Operations
are as follows:

in millions
Pension Benefit Other Postretiremet
Qualified Non-Qualified Benefits

200€ 2007 200¢ 200¢€ 2007 200¢ 200€ 2007 200¢

Service cost $ -$ -$ - $ 3% 6 $ 6 $ 1% 1 $ 1
Interest cost 6 5 5 2 2 1 3 4 4
Expected return on plan assets (7) (7) (6) - - - - - -
Amortization of prior service cost - - - 1 1 1 (1) 2 2
Recognized actuarial loss, net 1 1 - - - - 1 12 14
Curtailment and settlement gain - - - - - - - (27) (2)
Net periodic benefit co: $ -3 DS D % 6 $ 9 $ 8 $ 4% (120 $ 15
Assumptions
Weighted average assumptions are as follows:

in millions

Pension Benefit Other Postretiremel
Qualified Non-Qualified Benefits

200€ 2007  200¢ 200€ 2007 200¢ 200€ 2007 200¢

Discount rate to determir

net periodic benefit cost 6.33% 5.93% 5.80% 6.25% 6.00% 6.00% 6.25% 6.00% 6.00%
Discount rate to determir

benefit obligations 5.88% 5.39% 5.75% 6.50% 6.25% 6.00% 6.50% 6.25% 6.10%
Rate of compensation increase N/A  NA NA 350% 3.50% 4.00% N/A  N/A N/A
Expected return on plan assets 8.02% 7.89% 8.03% N/A  N/A N/A N/A  N/A N/A

To determine the rate-of-return on assets assumptie first examined historical rates of returntfog various asset classes. We then
determined a long-term projected rate-of-returredamn expected returns over the next five to 10syea

We have three postretirement health plans. Twbesé consist of fixed, annual payments and acdou$83 million of the postretirement
medical obligation at September 27, 2008. A healthcost trend is not required to determine thigation. The remaining plan accounts for
$14 million of the postretirement medical obligatiat September 27, 2008. The plan covers retirésde not yet qualify for Medicare and
uses a healthcare cost trend of 10% in the cuyesnt grading down to 6% in fiscal 2012. The decisvas made in the fourth quarter of
fiscal 2007 to outsource a Post-age 65 plan tdard prarty insurer. This decision effectively sedthhe plan in fiscal 2007. We recognized a
gain of approximately $27 million related to thiapchange. A one-percentage point change in assheadthcare cost trend rate would have
an immaterial impact on the postretirement bemdfiigation and total service and interest cost.
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Plan Assets
The fair value of plan assets for domestic penbimefit plans was $64 million and $80 million asSefptember 27, 2008, and September 29,
2007, respectively. The following table sets fdfth actual and target asset allocation for pengiam assets:

Target Asse
200¢ 2007 Allocation
Cash 0.9% 2.2% 0.C%
Fixed income securitie 31.1 24.4 30.C
US Stock Func-Large- and Mic-Cap 24.1 48.¢ 25.C
US Stock Func-Smal-Cap 20.C 9.7 20.C
International Stock Func 18.€ 14.¢€ 20.C
Real Estatt 5.1 0.C 5.C
Total 100.(% 100.(% 100.(04

A foreign subsidiary pension plan had $15 milliexd&217 million in plan assets at September 27, 2808 September 29, 2007, respectively.
All of this plan’s assets are held in annuity cants consistent with its target asset allocation.

The Plan Trustees have established a set of ineastobjectives related to the assets of the penpdaors and regularly monitor the
performance of the funds and portfolio managerge@ives for the pension assets are (1) to progideith of capital and income, (2) to
achieve a target weighted average annual rateguwfreompetitive with other funds with similar irstenent objectives and (3) to diversify to
reduce risk. The investment objectives and targs¢taallocation were adopted in January 2004 arehded in January 2008.

Contributions

Our policy is to fund at least the minimum conttiba required to meet applicable federal employeedfit and local tax laws. In our sole
discretion, we may from time to time fund additibamounts. Expected contributions to pension pfanfiscal 2009 are approximately $2
million. For fiscal 2008, 2007 and 2006, we fund&dmillion, $5 million and $0, respectively, to defd benefit plans.

Estimated Future Benefit Payments
The following benefit payments are expected to &id:p

in millions

Pension Benefit Other Postretireme

Qualifiec Non-Qualifiec Benefits

2009 $ 6 3% 1 3 6
2010 7 2 6
2011 6 2 6
2012 7 2 5
2013 12 2 5
2014-2018 33 16 22

The above benefit payments for other postretirerbengfit plans are not expected to be offset byibéed Part D subsidies in 2009 or
thereafter.

NOTE 14: SUPPLEMENTAL CASH FLOW INFORMATION

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

in millions

200¢ 2007 200¢

Interest $ 211 $ 262 $ 15¢
Income taxes, net of refun 51 97 144
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NOTE 15: TRANSACTIONS WITH RELATED PARTIES

We have operating leases for farms, equipment tret éacilities with Don Tyson, a director of thei@pany, John Tyson, Chairman of the
Company, certain members of their families andRhadal W. Tyson Testamentary Trust. Total paymeh$#3 million in fiscal 2008, $5
million in fiscal 2007, and $8 million in fiscal P8, were paid to entities in which these partie$ &@ownership interest.

In 2008, a lawsuit captioned In re Tyson Foods, @ansolidated Shareholder’s Litigation was settfgrsuant to the settlement, Don Tyson
and the Tyson Limited Partnership paid us $4.5iomill

NOTE 16: INCOME TAXES

Detail of the provision (benefit) for income taxXesm continuing operations consists of:

in millions

200¢ 2007 200¢

Federal $ 56 $ 12¢ $ (79
State 8 16 (12)
Foreign 4 (3) (3)
$ 68 $ 14z $ (94)

Current $ 33 % 137 % 32
Deferred 35 5 (12¢€)
$ 68 $ 14z $ (94)

The reasons for the difference between the statfiéoleral income tax rate and the effective incéaxerate from continuing operations are as
follows:

200¢ 2007 200¢
Federal income tax rate 35.(% 35.(% 35.(%
State income taxes, excluding FIN 2.C 2.3 3.3
Extraterritorial income exclusion - (1.2 -
Unrecognized tax benefits, net 4.4 (4.6) -
Medicare Part D (0.9 3.2 (1.8)
Adjustment for tax review - - (5.7
General business credits (3.9 (2.€) 2.6
Domestic production deduction (2.2 1.0 -
Fixed asset tax cost correcti - 4.2 -
Officers life insurance 3.6 1.9 0.8
Change in state valuation allowar 5.C - -
Other 1.2 0.€ 0.2

44.% 34.6% 35.09%

An increase in the state valuation allowance irsgdahe fiscal 2008 tax expense by $8 million, ehibn-deductible activity relating to
company-owned life insurance increased the fisB@B2ax expense by $6 million. The addition of E8lunrecognized tax benefits in fiscal
2008 caused a net increase to income tax expersgpodximately $7 million. Additionally, estimategneral business credits decreased |
2008 tax expense by $6 million.

During fiscal 2007, we discovered a certain popoitedf our tax cost and accumulated depreciatidnesawere not accurately recorded,
primarily related to a property, plant and equiptsrstem conversion in 1999. This system converdidmot impact the recorded book ve

of the property, plant and equipment. As a residt,net tax basis of property, plant and equipmexst overstated, which caused the deferred
tax liability in our financial statements to be enstated. In fiscal 2007, we increased our defemardiabilities $17 million and recognized
additional tax expense of $17 million.

The fiscal 2007 effective tax rate was reduced B$&due to the reduction of income tax reservesaga@ament deemed were no longer
required. The net reduction to current income tepease of approximately $20 million related to int# Revenue Service examinations,
appeals and United States Tax Court settlementitycths well as state income tax examination seténts. Additional related adjustments
resulted in a $28 million reduction of goodwill.
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During fiscal 2006, we completed a review of owr @aacount balances, and as a result, reduced comia tax benefit by $15 million. This
included $12 million related to additional tax nasss for our foreign operations and $3 million tethto a cumulative adjustment to our
recorded tax balances attributable to book to tH&rdnces associated with property, plant and mgent (including synthetic leases) and
certain acquired deferred tax liabilities. Addigmdjustments resulted in an increase to gooaivi12 million, deferred tax liabilities of $3
million and a reduction of property, plant and gumént of $9 million.

Deferred income taxes are recognized for the fumaxeonsequences attributable to differences iiee financial statement carrying
amounts of existing assets and liabilities and tresipective tax bases. Deferred tax assets ditities are measured using tax rates expected
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
2008 2007
Deferred Tay Deferred Ta
Asset: Liabilities Asset: Liabilities
Property, plant and equipme $ - $ 36¢ $ - $ 39¢
Suspended taxes from convers

to accrual metho - 96 - 104
Intangible asset - 30 7 32
Inventory 13 89 13 74
Accrued expense 167 - 16t -
Net operating loss and other carryforwa 124 - 13z -
Note hedge transactio 36 - - -
Insurance reserve 22 - 22 -
Prepaid: - 23 - 40
Other 58 48 53 71
$ 42C $ 651 $ 392 $ 72C

Valuation allowance $ (49) $ (55)
Net deferred tax liabilit $ 28C $ 382

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

The deferred tax liability for suspended taxes fimomversion to accrual method represents the 1B&dge from the cash to accrual method
of accounting and will be recognized by 2027.

We have accumulated undistributed earnings ofdorsubsidiaries aggregating approximately $219aniland $215 million at September
27, 2008 and September 29, 2007, respectively.eTeéamings are expected to be indefinitely reiradgesutside of the United States. If those
earnings were distributed in the form of dividend®therwise, we would be subject to federal incéaxes (subject to an adjustment for
foreign tax credits), state income taxes and wilihg taxes payable to the various foreign coustrieis not currently practicable to estimate
the tax liability that might be payable on the rejadion of these foreign earnings.

The tax effected valuation allowance of $49 millmonsists of $30 million for state tax credit ard aperating loss carryforwards, $3 million
for federal net operating loss carryforwards an@ $illion for international net operating loss gdorwards. The state tax credit and net
operating loss carryforwards expire in fiscal ye2089 through 2027. At September 27, 2008, aftasidering utilization restrictions, our
gross federal tax net operating loss carryforwapjsroximated $165 million. Gross federal net opegaibss carryforwards of $8 million are
subject to utilization limitations due to ownerskipanges and may be utilized to offset future texaltome subject to limitations. These
carryforwards expire during fiscal years 2009 tigto2024. The $49 million valuation allowance desedi above includes $3 million that if
subsequently recognized, will be allocated to redymodwill, which was recorded at the time of asijign of TFM.

The following table summarizes the activity relatedur gross unrecognized tax benefits from thggrivéng of fiscal 2008 to September 27,
2008.
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in millions

Unrecognized
Tax Benefits

Balance as of the beginning of fiscal 2( $ 210
Increases related to current year tax posit 23
Increases related to prior year tax positi 36
Reductions related to prior year tax positi (28)
Reductions related to settleme (14)
Reductions related to expirations of statute oftitions (7)
Balance as of September 27, 2( $ 220

We classify interest and penalties on unrecogniardyenefits as income tax expense. At Septemhe2@0B, and at the adoption of FIN 4¢
the beginning of fiscal 2008, before tax benefits,had $67 million and $70 million, respectivelyascrued interest and penalties on

unrecognized tax benefits.

As of September 27, 2008, we are subject to incaxexaminations for U.S. federal income taxedigwmal years 1998 through 2007, and for
foreign, state and local income taxes for fiscarge2001 through 2007. During fiscal 2009, tax axefiolutions could potentially reduce
unrecognized tax benefits by approximately $26iamilleither because tax positions are sustainealidit or because we agree to their

disallowance.

NOTE 17: EARNINGS (LOSS) PER SHARE

The earnings and weighted average common shardsruee computation of basic and diluted earnifgss) per share are as follows:

in millions, except per share d

200¢ 2007 200¢
Numerator:
Income (loss) from continuing operations $ 86 26¢ $ (174
Less Dividends:
Class A ($0.16/share) 46 45 41
Class B ($0.144/share) 10 11 14
Undistributed earnings (losses) 30 212 (229
Class A undistributed earnings (losses) 25 17C (170
Class B undistributed earnings (losses) 5 42 (59
Total undistributed earnings (loss: $ 30 21z $ (229)
Denominator
Denominator for basic earnings per share:
Class A weighted average shares 281 27:% 24¢
Class B weighted average shares, and
shares under if-converted method for
diluted earnings per share 70 75 96
Effect of dilutive securities:
Stock options and restricted stock 5 7 -
Denominator for diluted earnings per
share - adjusted weighted average
shares and assumed conversi 35€ 35& 34%
Earnings (Loss) Per Share from Continuing Operation
Class A Basic $ 0.25 0.7¢ $ (0.51)
Class B Basic $ 0.2z 0.7¢ $ (0.47)
Diluted $ 0.24 0.7t $ (0.51
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Net income (loss)

Class A Basic $ 0.2t $ 0.7¢ $ (0.5¢)
Class B Basic $ 0.22 $ 0.7¢ $ (0.59)
Diluted $ 0.24 $ 0.7¢ $ (0.56)

Approximately 10 million, 4 million and 28 millionmgspectively, in fiscal years 2008, 2007 and 2@®®ur option shares were antidilutive
and were not included in the dilutive earnings gieare calculation.

We have two classes of capital stock, Class A samckClass B stock. Cash dividends cannot be pdidlters of Class B stock unless they
are simultaneously paid to holders of Class A stdtle per share amount of cash dividends paid lieh® of Class B stock cannot exceed
90% of the cash dividend paid to holders of Clastokk.

We allocate undistributed earnings (losses) baped a 1 to 0.9 ratio per share of Class A stock@ads B stock, respectively. We allocate
undistributed earnings (losses) based on this datioto historical dividend patterns, voting cohtoClass B shareholders and contractual
limitations of dividends to Class B stock.

NOTE 18: SEGMENT REPORTING
We operate in four segments: Chicken, Beef, PodkRrepared Foods. We measure segment profit aatogeincome (loss).

Chicken: Chicken operations include breeding and raisirigkeims, as well as processing live chickens irgsHr frozen and value-added
chicken products and logistics operations to maweelpcts through the supply chain. Products are etackdomestically to food retailers,
foodservice distributors, restaurant operatorsraomtommercial foodservice establishments suchlasots; hotel chains, healthcare faciliti
the military and other food processors, as wetbdaternational markets throughout the world.I$baincludes sales from allied products and
our chicken breeding stock subsidiary.

Beef: Beef operations include processing live fed cattid fabricating dressed beef carcasses into penthsub-primal meat cuts and case-
ready products. This segment also includes sabes &llied products such as hides and variety maataell as logistics operations to move
products through the supply chain. Products ardeted domestically to food retailers, foodservigributors, restaurant operators and
noncommercial foodservice establishments suchtesoss;, hotel chains, healthcare facilities, thatany and other food processors, as we
to international markets throughout the world. édliproducts are marketed to manufacturers of ptaeutizals and technical products.

Pork: Pork operations include processing live marketshangd fabricating pork carcasses into primal amdpimal cuts and case-ready
products. This segment also includes our live swimmeip, related allied product processing actigiied logistics operations to move prod
through the supply chain. Products are marketededtioally to food retailers, foodservice distritngtarestaurant operators and
noncommercial foodservice establishments suchtesoss;, hotel chains, healthcare facilities, thatany and other food processors, as we
to international markets throughout the world. \&& allied products to pharmaceutical and technicablucts manufacturers, as well as a
limited number of live swine to pork processors.

Prepared Foods: Prepared Foods operations include manufacturidgr@arketing frozen and refrigerated food prodacis logistics
operations to move products through the supplyrciRrioducts include pepperoni, bacon, beef and jpiada toppings, pizza crusts, flour and
corn tortilla products, appetizers, prepared meslhsjic foods, soups, sauces, side dishes, méwasdisrd processed meats. Products are
marketed domestically to food retailers, foodsendéstributors, restaurant operators and nonconiaidoodservice establishments such as
schools, hotel chains, healthcare facilities, thilgary and other food processors, as well as terimational markets throughout the world.
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in millions

. Preparei )
Chicken Beef Pork Foods Other Consolidatet

Fiscal year ended September 27, 20(
Sales $8,90C $11,66¢ $3,587 $2,711 $- $26,86-
Operating income (los! (118) 106 280 63 - 331
Other expens 177
Income from continuing operatiol

before income taxe 154
Depreciation (a 244 117 31 67 - 459
Total assets (k 4,990 3,169 898 971 663 10,691
Additions to property, plant and equipment 258 83 21 46 15 423
Fiscal year ended September 29, 2007
Sales $8,21C $11,54(C $3,314 $2,66% $- $25,72¢
Operating incom: 325 51 145 92 - 613
Other expens 203
Income from continuing operatiol

before income taxe 410
Depreciation (a 260 120 31 61 - 472
Total assets (k 4,467 3,207 814 961 614 10,063
Additions to property, plant and equipment 164 33 10 25 47 279
Fiscal year ended September 30, 2006
Sales $7,95¢  $10,866 $3,067 $2,69¢ $- $24,589
Operating income (lost 94 (254) 55 55 - (50)
Other expens 218
Loss from continuing operatiol

before income taxe (268)
Depreciation (a 262 117 30 63 - 472
Total assets (k 4,395 3,139 847 1,021 1,561 10,963
Additions to property, plant and equipment 225 134 14 55 100 528

a) Excludes depreciation related to discontinued deraf $9 million, $10 million and $9 million fdiscal years 2008, 2007 and
2006, respectively

b) Excludes assets held for sale related to discoadirmperation of $159 million, $164 million and $1%8lion for fiscal years 200:
2007 and 2006, respective

c) Excludes additions to property, plant and equipmelated to discontinued operation of $2 millio6,rillion and $3 million for
fiscal years 2008, 2007 and 2006, respecti\

In the fourth quarter fiscal 2008, we began to ngerand report the operating results and ident#ialssets of our logistics operations in the
segment in which the product being moved relatesa fesult, our operating segments now reflecstamg operations which were previously
included in Other. All prior periods have beenaést to reflect this change.

We allocate expenses related to corporate actvitiehe segments, while the related assets artioadcto property, plant and equipment
remain in Other.

The Pork segment had sales of $517 million, $51Bomiand $467 million for fiscal years 2008, 20&7d 2006, respectively, from
transactions with other operating segments. Thé Ssgment had sales of $142 million, $111 milliow 104 million for fiscal years 2008,
2007 and 2006, respectively, from transactions witier operating segments. These sales from imgpereset transactions, which are sold at
market prices, were excluded from the segment gald® above table.

Our largest customer, Wal-Mart Stores, Inc., actedifor 13.3%, 13.4% and 13.0% of consolidatedssaldiscal years 2008, 2007 and 2006,
respectively. Sales to Wal-Mart Stores, Inc. wauded in the Chicken, Beef, Pork and Preparedi&segments. Any extended
discontinuance of sales to this customer couldpifreplaced, have a material impact on our opmrati

The majority of our operations are domiciled in Uhsited States. Approximately 98% of sales to exdecustomers for each of fiscal years
2008, 2007 and 2006 were sourced from the UnitatbSt Approximately $3.4 billion, $3.5 billion afi8.7 billion, respectively, of property,
plant and equipment were located in the UnitedeStat September 27, 2008, September 29, 2007 ,epidrsber 30, 2006. Approximately
$139 million, $125 million and $116 million of pregy, plant and equipment were located in foreigantries, primarily Mexico, at fiscal
years ended 2008, 2007 and 2006, respecti
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We sell certain products in foreign markets, pritgaCanada, Central America, China, the Europeaiotnlapan, Mexico, the Middle East,
Russia, South Korea, and Taiwan. Our export satated $3.2 billion, $2.5 billion and $2.0 billidar fiscal 2008, 2007 and 2006,
respectively. Substantially all of our export saes facilitated through unaffiliated brokers, netikg associations and foreign sales staffs.
Foreign sales, which are sales of products prodircactountry other than the United States, wess than 10%

of consolidated sales for each of fiscal years 22087 and 2006. Approximately 22% and 10% of inedrom continuing operations before
income taxes for fiscal 2008 and 2007, respectjwels from foreign operations. In fiscal 2006, veel income from continuing operations
before income taxes related to foreign operatidr&l8 million.

NOTE 19: QUARTERLY FINANCIAL DATA (UNAUDITED)

in millions, except per share d

First Seconi Third Fourtt
Quarte Quarte Quarte Quarte
2008
Sales $ 6,47¢ $ 6,33¢ $ 6,84¢ $ 7,201
Gross profit 31t 31t 25¢ 357
Operating incom: 94 54 45 13¢
Income (loss) from continuing operatic 41 3 ©)] 45
Income (loss) from discontinued operat ) (8) 12 3
Net income (loss 34 (5) 9 48
Earnings (loss) from continuing operatio
Class A Basit $ 01z $ 0.01 $ 0.0)) $ 0.1
Class B Basi $ 0.11 $ 0.01 $ (0.01) $ 0.11
Diluted $ 0.1z $ 0.01 $ 0.0y $ 0.12
Earnings (loss) from discontinued operati
Class A Basit $ (0.02) $ (0.09) $ 0.04 $ 0.01
Class B Basit $ 0.09) $ 0.09) $ 0.0 $ 0.01
Diluted $ (0.09) $ (0.05 $ 004 $ 0.01
Net income (loss)
Class A Basit $ 0.1C $ (0.02) $ 0.0z $ 0.14
Class B Basit $ 0.0¢ $ 0.0y $ 0.0z $ 0.12
Diluted $ 0.1C $ 0.09 $ 0.0 % 0.1:
2007
Sales $ 6,29¢ $ 6,23¢ $ 6,61¢ $ 6,574
Gross profit 34z 358 42¢ 30¢€
Operating incom: 151 14¢ 212 10z
Income from continuing operatiol 60 61 114 33
Income (loss) from discontinued operat (©)] 7 (©)] Q)
Net income 57 68 111 32
Earnings from continuing operatior
Class A Basit $ 0.1¢ $ 0.1¢ $ 03 % 0.1C
Class B Basit $ 0.1€ $ 0.1€ $ 0.3C $ 0.0¢
Diluted $ 017 $ 017 $ 03z % 0.0¢
Earnings (loss) from discontinued operati
Class A Basit $ 0.00) $ 0.0z $ 0.00) $ =
Class B Basi $ (0.0 $ 0.0z $ (0.01) $ -
Diluted $ 0.07) $ 0.0z $ 0.07) $ =
Net income:
Class A Basit $ 017 $ 02C $ 03z $ 0.1C
Class B Basit $ 0.1t $ 0.1¢ $ 0.2¢ $ 0.0¢
Diluted $ 0.1€ $ 0.1¢ $ 031 $ 0.0¢
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In June 2008, we executed a letter of intent tbtkelbeef processing, cattle feed yard and feetilassets of Lakeside Farm Industries Ltd
are reporting Lakeside as a discontinued operatimhhave restated the quarterly financial datardaugly.

First quarter fiscal 2008 income from continuingemdions before income taxes includes an $18 milion-operating gain related to sale of
an investment and a $6 million severance chargeeetlto the FAST initiative. Second quarter fi2@08 income from continuing operations
before income taxes includes $47 million in changdsted to restructuring a beef plant operatitwsing a poultry plant, impairment of
packaging equipment and software impairments. Tduratrter fiscal 2008 loss from continuing operagibefore income taxes includes $13
million in charges related to flood damage and impant of unimproved real property. Fourth quafigzal 2008 income from continuing
operations before income taxes includes a $10anittharge related to intangible asset impairments.

Fourth quarter fiscal 2007 income from continuimg@tions includes tax expense of $17 million exldb a fixed asset tax cost correction.
NOTE 20: CAPITAL STRUCTURE

In September 2008, we issued 22.4 million sharedlads A stock as part of a public offering. Tharsls were offered at $12.75. Net
proceeds, after underwriting discounts and comissiof approximately $274 million were used towtrel repayment of our borrowings
under the accounts receivable securitization tgalnd for other general corporate purposes. Aityecdntrolled by Don Tyson purchased
three million shares of Class A stock in this dfigr

During fiscal 2007, Tyson Limited Partnership comed 15.9 million shares of Class B stock to Clasdock on a one-for-one basis.

During fiscal 2006, Tyson Limited Partnership comed 15 million shares of Class B stock to Classtgck on a one-for-one basis.
Additionally, Don Tyson, a director, converted T8I) shares of Class B stock to Class A stock ameafor-one basis.

NOTE 21: CONTINGENCIES

Listed below are certain claims made against th@@amy and our subsidiaries. In our opinion, we hraaele appropriate and adequate
reserves, accruals and disclosures where necessarpelieve the probability of a material lossdr&ythe amounts accrued to be remote;
however, the ultimate liability for these mattessincertain, and if accruals and reserves aredesjuate, an adverse outcome could have a
material effect on the consolidated financial ctiodior results of operations. We believe we hauestantial defenses to the claims made and
intend to vigorously defend these cases.

In 2000, the Wage and Hour Division of the U.S. &¢ment of Labor (DOL) conducted an industry-widedstigation of poultry producers,
including us, to ascertain compliance with variawge and hour issues. As part of this investigatioe DOL inspected 14 of our processing
facilities. On May 9, 2002, the DOL filed a civibmplaint styled Elaine L. Chao, Secretary of Lalmited States Department of Labor v.
Tyson Foods, Inc. against us in the U.S. Distrioti€ for the Northern District of Alabama. The pigifs allege in the complaint that we
violated the overtime provisions of the federalrREaibor Standards Act at our chicken-processinditia Blountsville, Alabama. The
complaint does not contain a definite statementtwdt acts constituted alleged violations of théuséa although the Secretary of Labor
indicated in discovery the case seeks to requite aesmpensate all hourly chicken processing warker pre- and post-shift clothes
changing, washing and related activities and fa ofntwo unpaid 30-minute meal periods. The SepyathlLabor seeks unspecified back
wages for all employees at the Blountsville fagifitr a period of two years prior to the date df fing of the complaint, and an additional
amount in unspecified liqguidated damages and amation against future violations at that facilityd all other chicken processing facilities
we operate. The District Court granted the Companyotion for partial summary judgment in part, mglthat the second meal period is
appropriately characterized as non-compensableremsiiving the remaining issues for trial. Thel iggresently set for January 5, 2009.

Several private lawsuits are pending against egialy) that we failed to compensate poultry planpleyees for all hours worked, including
overtime compensation, in violation of the Fair bastandards Act. These lawsuits include M.H. Fal. v. Tyson Foods, Inc. (Fox), filed
on June 22, 1999, in the U.S. District Court far Northern District of Alabama, and DeAsencio vsdly Foods, Inc. (DeAsencio), filed on
August 22, 2000, in the U.S. District Court for taastern District of Pennsylvania. Each of thes#earainvolves similar allegations that
employees should be paid for the time it takestgage in pre- and poshift activities such as changing into and outoft@ctive and sanita
clothing, obtaining clothing and walking to andrfrdhe changing area, work areas and break areagl@imtiffs in these lawsuits seek or
have sought to act as class representatives oiif oéladl current and former employees who weregdidly not paid for time worked and s¢
back wages, liquidated damages, pre- and post-jadgmterest, and attorneys’ fees. In Fox, theris€Court denied class certification on
November 16, 2006, and ordered the cases of timarh@d plaintiffs in the matter to proceed indivitiua the home jurisdictions of tr
named plaintiffs. Two of these cases (Brotherstdatthett) were tried in November 2007 in Alabam#hwiry verdicts in favor of the
plaintiffs. The District Court recently entered grdent in the final of these cases (Fox) after toemm@any made an offer of judgment to Fox,
thereby avoiding trial. However, the District Coartist now determine the amount of attorneys’ feesasts to be awarded to the plaintiffs.
In DeAsencio, plaintiffs appealed a jury verdictidimal judgment entered in our favor on June ZM& in the District Court. On September
7, 2007, the U.S. Court of Appeals for the ThirdcGit reversed the jury verdict and remanded ttse ¢a the District Court for further
proceedings.
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We sought rehearing en banc, which was deniedd g turt of Appeals on October 5, 2007. The UnitedeS Supreme Court denied our
petition for a writ of certiorari on June 9, 2008.

In addition to Fox and DeAsencio, additional praviwsuits were filed against us since the begmpirfiscal 2007 which allege we failed to
compensate poultry plant employees for all hourgkem, including overtime compensation, in violatmfithe Fair Labor Standards Act.
These lawsuits are Sheila Ackles, et al. v. Tysoods, Inc. (N. Dist. Alabama, October 23, 2006) QUrster, et al. v. Tyson Foods, Inc. (M.
Dist. Georgia, December 11, 2006); Dobbins, et.al.yson Chicken, Inc., et al. (N. Dist. Alabamadember 21, 2006); Buchanan, et al. v.
Tyson Chicken, Inc., et al. and Potter, et al.wsdn Chicken, Inc., et al. (N. Dist. Alabama, Debem22, 2006); Jones, et al. v. Tyson Foods,
Inc., et al., Walton, et al. v. Tyson Foods, I®et.al. and Williams, et al. v. Tyson Foods, Int.ale(S. Dist. Mississippi, February 9, 2007);
Balch, et al. v. Tyson Foods, Inc. (E. Dist. Oklateg March 1, 2007); Adams, et al. v. Tyson Foons, (W. Dist. Arkansas, March 2, 2007);
Atkins, et al. v. Tyson Foods, Inc. (M. Dist. GelargMarch 5, 2007); and Laney, et al. v. Tyson Rpddc. and Williams, et al. v. Tyson
Foods, Inc. (M. Dist. Georgia, May 23, 2007). Sanilo Fox and DeAsencio, each of these matterdviasallegations employees should be
paid for the time it takes to engage in pre- anst4sbift activities such as changing into and dyirotective and sanitary clothing, obtaining
clothing and walking to and from the changing amark areas and break areas. The plaintiffs in edfichese lawsuits seek or have sought to
act as class representatives on behalf of all ostened former employees who were allegedly not f@idime worked and seek back wages,
liquidated damages, pre- and post-judgment inteaest attorneys’ fees. On April 6, 2007, we filechation for transfer of the above named
actions for coordinated pretrial proceedings befbesJudicial Panel on Multidistrict Litigation. @motion for transfer was granted on Aug
17, 2007. The cases listed above and five othe&scashsequently filed involving the same allegatiomcluding Armstrong, et al. v. Tyson
Foods, Inc. (W. Dist. Tennessee, January 30, 2008ldonado, et al. v. Tyson Foods, Inc. (E. Dignmessee, January 31, 2008); White, et
al. v. Tyson Foods, Inc. (E. Dist. Texas, Februgrg008); Meyer, et al. v. Tyson Foods, Inc. (WstDMissouri, February 2, 2008); and Leak,
et al. v. Tyson Foods, Inc. (W. Dist. North Caralifrebruary 6, 2008), were transferred to the Di§rict Court in the Middle District of
Georgia, In re: Tyson Foods, Inc., Fair Labor Stadd Act Litigation (“MDL Proceedings”). On Janud&y2008, the Judge in the MDL
Proceedings issued a Joint Scheduling and Caseddaremt Order. The Order granted Conditional Classifi€ation and called for notice to
be given to potential putative class members \fdrd party administrator. The potential class mersthad until April 18, 2008, to “opt—in”

to the class. Approximately 13,800 employees anahéo employees filed their consents to “opt-inthe class. As of April 18, 2008, the
parties began conducting discovery for a periogl4sf days at eight of our facilities and our corpeteeadquarters in Springdale, Arkansas.
Discovery may be conducted at additional facilitreghe future. On October 15, 2008, the Judg&éénMDL Proceedings denied the
plaintiffs’ motion for equitable tolling, which redes the time period for which the plaintiffs magk damages.

On June 19, 2005, the Attorney General and theeSagrof the Environment of the State of Oklahoitefa complaint in the U.S. District
Court for the Northern District of Oklahoma against three of our subsidiaries and six other pputttegrators. This complaint was
subsequently amended. As amended, the complatsssnumber of state and federal causes of aatiduding, but not limited to, counts
under Comprehensive Environmental Response, Corapensand Liability Act (“CERCLA"), Resource Consation and Recovery Act
(“RCRA"), and state-law public nuisance theorieseTamended complaint asserts that defendants aadhosontract growers who are not
named in the complaint polluted the surface watmandwater and associated drinking water suppli¢ise lllinois River Watershed
("IRW") through the land application of poultrytér. Oklahoma asserts that this alleged pollutias &so caused extensive injury to the
environment (including soils and sediments) of lR¥/ and that the defendants have been unjustlgleed. Oklahoma's claims cover the
entire IRW, which encompasses more than one miditnes of land and the natural resources (incluldikgs and waterways) contained
therein. Oklahoma seeks widanging relief, including injunctive relief, compsatory and punitive damages, attorneys fees agomjement
We and the other defendants have denied liabdigerted various defenses, and filed a third-gantyplaint that asserts claims against other
persons and entities whose activities may haveriboméd to the pollution alleged in the amended plaint. The district court has stayed
proceedings on the third party complaint pendirsplgion of Oklahoma's claims against the defereladh November 14, 2007, Oklahoma
filed a motion under RCRA requesting a preliminaxjynction to halt the land application of poultitger in the IRW. Oklahoma's motion for
a preliminary injunction asserted that bacteriafiwoultry litter are causing an imminent and sutitséhendangerment to human health and
the environment throughout the IRW. A multi-weekdentiary hearing on the preliminary injunction wasnpleted on March 6, 2008. On
September 29, 2008, the court entered an ordeiirpttye preliminary injunction. On October 17, 20@klahoma filed a notice of appeal of
the district court’s denial of the preliminary injction in the United States Court of Appeals fa Trenth Circuit. Discovery in Oklahoma's
case against defendants is ongoing. Trial is ctlyrenheduled for September 2009.

We currently have pending eleven separate wag&eamdactions involving TFM'’s plants located in Legton, Nebraska (Lopez, et al. v.
Tyson Foods, Inc., District of Nebraska, June @&}, Garden City and Emporia, Kansas (Garcial, & dyson Foods, Inc., Tyson Fresh
Meats, Inc., District of Kansas, May 15, 2006),r8td.ake, lowa (Sharp, et al. v. Tyson Foods, I(\.D. lowa, February 6, 2007), Columt
Junction, lowa (Robinson, et al. v. Tyson Foods,,ld/b/a Tyson Fresh Meats, Inc., S.D. lowa, Septr 12, 2007) , Joslin, Illinois (Murray,
et al. v. Tyson Foods, Inc., C.D. lllinois, Janu@rn2008), Dakota City, Nebraska (Gomez, et al.yson Foods, Inc., District of Nebraska,
January 16, 2008), Madison, Nebraska (Acosta, &t Byson Foods, Inc. d.b.a Tyson Fresh Meats, District of Nebraska, February 29,
2008), Perry and Waterloo, lowa (Edwards, et al'ygon Foods, Inc. d.b.a Tyson Fresh Meats, InB, Bwa, March 20, 2008); Council
Bluffs, lowa (Salazar, et al. v. Tyson Foods, ltht.a. Tyson Fresh Meats, Inc., S.D. lowa, April 2808; and Logansport, Indiana (Carter, et
al. v. Tyson Foods, Inc. and Tyson Fresh Meats, M®. Indiana, April 29, 2008); and GoodlettswjlTennessee (Cunningham v. Tyson
Fresh Meats, Inc., M.D. Tennessee, May 22, 200&h We exception of Cunningham, the actions allegM failed to pay employees for all
hours worked, including overtime compensation lfiar time it takes to change into protective workkanms, safety equipment and other
sanitary and
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protective clothing worn by employees, and for vadkto and from the changing area, work areas asdkbareas in violation of the Fair
Labor Standards Act and analogous state laws. Higtiffs seek back wages, liquidated damages, qmd-post-judgment interest, attorneys’
fees and costs. Cunningham alleges TFM failed yogo@lity assurance technicians overtime compemsébir all hours worked in excess of
forty hours in each work week. TFM filed a motiar partial summary judgment in Garcia, based upoimjainction entered in Reich v. IBP,
which outlined the types of activities at issueehifrat are compensable. The District Court of Kamkanied the motion, and TFM appealed to
the Tenth Circuit Court of Appeals, arguing thag District Court’s ruling had the effect of imprafyemodifying the injunction. On July 23,
2008, Tyson filed a motion to transfer the elevetioas to the District of Kansas for consolidatedtpal proceedings. On October 9, 2008,
the motion to transfer was denied by the Judicéedd? on Multidistrict Litigation. The effect of thorder will be that the stays previously
entered in the individual actions will be liftedda@ach case will resume.

On November 21, 2002, 10 current and former hoaimployees of a TFM case ready facility in Goodiéltes Tennessee, filed a putative
class action lawsuit styled Emily D. Jordan, evalBP, inc. and Tyson Foods, Inc. in the U.S.tigs Court for the Middle District of
Tennessee against us claiming violations of thetwwe provisions of the Fair Labor Standards Acfdiling to pay employees for all hours
worked. The suit further alleges employees shoalg@did for the time it takes to collect, assembi@ put on, take off and wash their health,
safety and production gear at the beginning andoétiteir shifts and during their meal period. Hinahe suit alleges we deduct 30 minutes
per day from employees’ paychecks regardless ofivenemployees use a full 30-minute period forrthegal. The plaintiffs seek a
declaration that the defendants did not comply WithFair Labor Standards Act, and an award farrpecified amount of back pay
compensation and benefits, unpaid entitlementsidated damages, prejudgment and post-judgmenesiteattorney fees and costs. On
November 17, 2003, the District Court conditionalgrtified a collective action based on clothesngfiag and washing activities and unp
production work during meal periods, since the ptgperations began in April 2001. Approximately 830rent and former employees have
opted into the class. On August 20, 2007, bothigmfiled motions for summary judgment. The coudnged in part and denied in part the
parties’motions for partial summary judgment on March 1E)& A jury trial was set to begin on September2®8, but the parties resolv
the litigation. On September 25, 2008, the courtea an agreed order of dismissal with prejudic approved the confidential settlement
agreement of the parties.

NOTE 22: SUBSEQUENT EVENTS

In October 2008, Dynamic Fuels received $100 mmiliio Gulf Opportunity Zone tarxempt bonds made available by the Federal govert
to the regions affected by Hurricanes Katrina aitd R 2005. These floating rate bonds are due laxta, 2033, and have an initial interest
rate of 1.3%. We issued a letter of credit as aantae for the entire bond issuance. In exchangeuoguarantee, Syntroleum Corporation,
the other 50 percent investor in Dynamic Fuelsigdsto us eight million Syntroleum stock warrantdwvan exercise price of $0.01 per share.

In October 2008, we completed the acquisition céahvertically integrated poultry companies in seuh Brazil. The purchase price was $80
million, as well as up to an additional $15 milliohcontingent purchase price based on productidmrwes payable through fiscal 2010.
These transactions include the acquisitions of Macd®groindustrial, Avicola Itaiopolis and Frangobr&ombined, we expect these
companies will have sales of $150-$175 millionigtél 2009.
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Report of Independent Registered Public Accountingrirm

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

We have audited the accompanying consolidated balsineets of Tyson Foods, Inc. as of Septemb&®B and September 29, 2007, and
the related consolidated statements of operatgregeholders' equity, and cash flows for eachethhee years in the period ended Septe
27, 2008. These financial statements are the redigibty of the Company's management. Our respalitsilis to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBioUnited States). Those
standards require we plan and perform the audibtain reasonable assurance about whether thecfalatatements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe oditayprovide a reasonable basis for our opinion.

In our opinion, the financial statements referealove present fairly, in all material respedts, ¢onsolidated financial position of Tyson
Foods, Inc. at September 27, 2008 and Septemb@0R9, and the consolidated results of its opematand its cash flows for each of the
three years in the period ended September 27, 20@8nformity with U.S. generally accepted accanmprinciples.

As described in Note 2 to the consolidated findratatements, the Company adopted Statement ohé€iglaAccounting Standards
Interpretation No. 48, “Accounting for Uncertairitylncome Taxes” in 2008.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), Tyson Foods,
Inc.’s internal control over financial reporting @sSeptember 27, 2008, based on criteria estaulighInternal Controlntegrated Framewo
issued by the Committee of Sponsoring Organizatidrise Treadway Commission and our report datedeNdoer 17, 2008, expressed an
unqualified opinion thereon.

/sl Ernst & Young LLP

Rogers, Arkansas

November 17, 2008, except for tSubsequent
Eventsand Condensed Consolidating Financial
Statementincluded in Note 10 “Long-Term
Debt”, as to which the date is June 24, 2009.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
TYSON FOODS, INC.

CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS
(In millions, except per share data)

(Unaudited)
Three Months Ende
December 27, 20C December 29, 20(
Sales $ 6,521 $ 6,47¢
Cost of Sale: 6,50: 6,161
18 31t
Operating Expense
Selling, general and administrati 21€ 21t
Other charge - 6
Operating Income (LosS) (19€) 94
Other (Income) Expens
Interest income (4) )
Interest expens 63 53
Other, net 18 (19
77 32
Income (Loss) from Continuing Operatic
before Income Taxes and Minority Interest (275) 62
Income Tax Expense (Benefit) (155) 21
Income (Loss) from Continuing Operations before ddfity Interest (120) M1
Minority Interest 2 -
Income (Loss) from Continuing Operations (11€) a1
Income (Loss) from Discontinued Operation, netaof of $4 and $(3) 6 (7)
Net Income (Loss $ (112) $ 34
Weighted Average Shares Outstandi
Class A Basit 302 27¢
Class B Basi 70 70
Diluted 37z 35¢E
Earnings (Loss) Per Share from Continuing Operati
Class A Basic $ (0.32) $ 0.1z
Class B Basic $ (0.29) $ 0.11
Diluted $ (0.3 $ 0.1Z
Earnings (Loss) Per Share from Discontinued Opana
Class A Basic $ 0.0z $ (0.02)
Class B Basic $ 0.0z $ (0.02)
Diluted $ 0.02 $ (0.02)
Net Earnings (Loss) Per Sha
Class A Basic $ (0.30) $ 0.1C
Class B Basic $ (0.27) $ 0.0¢
Diluted $ (0.30 $ 0.1C
Cash Dividends Per Shai
Class A $ 0.04( $ 0.04C
Class B $ 0.03¢ $ 0.03¢

See accompanying Notes to Consolidated Condensed¢tal Statements.
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TYSON FOODS, INC.
CONSOLIDATED CONDENSED BALANCE SHEETS
(In millions, except share and per share data)

(Unaudited)
December 27, 200 September 27, 20(
Assets
Current Assets
Cash and cash equivale $ 16€ $ 25C
Accounts receivable, n 1,10¢ 1,271
Inventories, ne 2,23 2,53¢
Other current asse 267 148
Assets of discontinued operation held for ¢ 12t 15¢
Total Current Asset 3,891 4,361
Restricted Cas 85 -
Net Property, Plant and Equipme 3,52¢ 3,51¢
Goodwill 2,52( 2,511
Intangible Asset 152 12¢
Other Asset: 30€ 331
Total Assets $ 10,48« $ 10,85(
Liabilities and Shareholders’ Equity
Current Liabilities:
Current deb $ 17 $ 8
Trade accounts payak 1,09¢ 1,215
Other current liabilitie: 747 87¢
Total Current Liabilities 1,85¢ 2,102
Long-Term Debt 2,997 2,88¢
Deferred Income Taxe 271 291
Other Liabilities 564 554
Shareholder Equity:
Common stock ($0.10 par valu
Class #-authorized 900 million shares, issued 322 millibares 32 32
Class E-authorized 900 million shares, issued 70 millioarsls 7 7
Capital in excess of par vali 2,161 2,161
Retained earning 2,87¢ 3,00¢
Accumulated other comprehensive income (loss) (58) a1
5,021 5,247
Less treasury stock, at c-
14 million shares at December 27, 20
and 15 million shares at September 27, 2 227 238
Total Shareholde’ Equity 4,79¢ 5,01¢
Total Liabilities and Sharehold¢ Equity $ 10,48 $ 10,85(

See accompanying Notes to Consolidated Condensed¢tal Statements.
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TYSON FOODS, INC.
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(In millions)
(Unaudited)
Three Months Ende

December 27, 20C December 29, 20C

Cash Flows From Operating Activitie
Net income (loss) $ (112 $ 34
Depreciation and amortizatic 11¢€ 127
Deferred income taxes (45) (18)
Other, net 38 (16)
Net changes in working capit 144 9
Cash Provided by Operating Activiti 142 18€

Cash Flows From Investing Activitie
Additions to property, plant and equipment (84) (100)
Proceeds from sale of property, plant and equipt 5 10
Proceeds from sale of investm - 21
Change in restricted cash (85) -
Proceeds from sale of marketable secur 19 25
Purchases of marketable securities (%) (24)
Acquisitions, net of cash acquired (52) -
Other, net - (4
Cash Used for Investing Activities (201) (72)

Cash Flows From Financing Activitie
Net payments on revolving credit facilities - (66)
Payments of debt (41) (12)
Proceeds from borrowings of de 99 3
Purchases of treasury shares 1) (%)
Dividends (15) (14)
Decrease in negative book cash balances (73) (13)
Stock options exercised and other, - 2
Cash Used for Financing Activities (31) (109
Effect of Exchange Rate Change on C 5 2
Increase (Decrease) in Cash and Cash Equivalents (84) 13
Cash and Cash Equivalents at Beginning of Pe 25C 42
Cash and Cash Equivalents at End of Pe $ 166 $ 55

See accompanying Notes to Consolidated Condensed¢tal Statements.




TYSON FOODS, INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S
(Unaudited)

NOTE 1: ACCOUNTING POLICIES

BASIS OF PRESENTATION

The consolidated condensed financial statements begn prepared by Tyson Foods, Inc. (“the Compéawe,” “us” or “our”). Certain
information and accounting policies and footnotchtisures normally included in financial statemgméepared in accordance with accoun:
principles generally accepted in the United Sthtase been condensed or omitted pursuant to sues anid regulations. Although we believe
the disclosures contained herein are adequate ke tha information presented not misleading, tlsesolidated condensed financial
statements should be read in conjunction with tiresolidated financial statements and notes thémetoded in our annual report on Form 10-
K for the fiscal year ended September 27, 2008 d&ation of consolidated condensed financial statésrequires us to make estimates and
assumptions. These estimates and assumptions effested amounts of assets and liabilities andaBsire of contingent assets and liabili

at the date of the consolidated condensed finastagments and the reported amounts of revenuksx@enses during the reporting period.
Actual results could differ from those estimates.

We believe the accompanying consolidated condefirsauaicial statements contain all adjustments nexgds present fairly our financial
position as of December 27, 2008, and the restiltperations and cash flows for the three montliedrbecember 27, 2008, and December
29, 2007. Results of operations and cash flowsifethree months ended December 27, 2008, and ec&tfl, 2007, are not necessarily
indicative of results to be expected for the fidhy.

CONSOLIDATION
The consolidated financial statements include tw@ants of all wholly-owned subsidiaries, as wslhaajority-owned subsidiaries for which
we have a controlling interest. All significanténtompany accounts and transactions have beematigdiin consolidation.

We have an investment in a joint venture, Dynamiel& LLC (Dynamic Fuels), in which we have a 50cpet ownership interest. Dynamic
Fuels qualifies as a variable interest entity uritleancial Accounting Standards Board (FASB) Intetation No. 46R “Consolidation of
Variable Interest Entities, an interpretation of B\Ro. 51" (FIN 46R). Effective June 30, 2008, weyhe consolidating Dynamic Fuels since
we are the primary beneficiary as defined by FIRR46

RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS

In September 2006, the FASB issued Statement afif€ial Accounting Standards No. 157, “Fair ValueaBlgements” (SFAS No. 157).
SFAS No. 157 provides guidance for using fair vatuemeasure assets and liabilities. This standadraquires expanded information about
the extent to which companies measure assetsabilities at fair value, the information used toasere fair value and the effect of fair value
measurements on earnings. SFAS No. 157 appliesevbenther standards require (or permit) asseialglities to be measured at fair vali
At the beginning of the first quarter fiscal 200& partially adopted SFAS No. 157 as allowed by BARaff Position (FSP) 157-2, which
delayed the effective date of SFAS No. 157 for m@rfcial assets and liabilities. FSP 157-3, “Detamng the Fair Value of a Financial Asset
When the Market for That Asset Is Not Active,” whiclarified the application of SFAS No. 157 in itime markets, was issued in October
2008 and was effective with our adoption of SFAS MN&Y. As of the beginning of the first quartec&s2009, we have applied the provisions
of SFAS No. 157 to our financial instruments angl ithpact was not material. Under FSP 157-2, webwlfequired to apply SFAS No. 157
to our nonfinancial assets and liabilities at tkgibning of fiscal 2010. We are currently reviewthg applicability of SFAS No. 157 to our
nonfinancial assets and liabilities, as well asgbeential impact on our consolidated financiatestzents.

In February 2007, the FASB issued Statement ofrfgiiah Accounting Standards No. 159, “The Fair Valyion for Financial Assets and
Financial Liabilities, including an amendment of $ Statement No. 115" (SFAS No. 159). This stateémenvides companies with an

option to report selected financial assets andliligs, firm commitments, and nonfinancial warna@aind insurance contracts at fair value on a
contract-by-contract basis, with changes in falugaecognized in earnings each reporting periodeladopted at the beginning of the first
quarter fiscal 2009, we did not elect the fair eafyption under SFAS No. 159 and, therefore, there mo impact to our consolidated financial
statements.




In April 2007, the FASB issued Staff Position NoINF39-1, “Amendment of FASB Interpretation No. 3%IN 39-1), which requires entities
that offset the fair value amounts recognized fmiative receivables and payables to also offeefair value amounts recognized for the
right to reclaim cash collateral with the same derparty under a master netting agreement. Weeppie provisions of FIN 39-1 to our
consolidated condensed financial statements bewjrinithe first quarter of fiscal 2009. We did nestate the prior periods as the impact was
not material.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In December 2007, the FASB issued Statement offEinbAccounting Standards No. 160, “Noncontrollingerests in Consolidated
Financial Statements” (SFAS No. 160). SFAS No. 48@nds Accounting Research Bulletin No. 51, “Caddstéd Financial Statements” to
establish accounting and reporting standards fareontrolling interest in a subsidiary and for tleeonsolidation of a subsidiary. This
statement clarifies that a noncontrolling inteiest subsidiary is an ownership interest in thesotidated entity and should be reported as
equity in the consolidated financial statementhaathan in the liability or mezzanine sectionviesn liabilities and equity. SFAS No. 160
also requires consolidated net income be repottachaunts that include the amounts attributableoth the parent and the noncontrolling
interest. The impact of SFAS No. 160 will not hamaterial impact on our current Consolidated RirerStatements. SFAS No. 160 is
effective for fiscal years, and interim periodshiitthose fiscal years, beginning on or after Deneni5, 2008; therefore, we expect to adopt
SFAS No. 160 at the beginning of fiscal 2010.

In December 2007, the FASB issued Statement ofieinhAccounting Standards No. 141R, “Business Cioatipns” (SFAS No. 141R).
SFAS No. 141R establishes principles and requirésrifen how an acquirer in a business combinatigmetognizes and measures in its
financial statements identifiable assets acquiraldilities assumed, and any noncontrolling intereghe acquiree; 2) recognizes and
measures goodwill acquired in a business combinatica gain from a bargain purchase; and 3) det@snivhat information to disclose to
enable users of the financial statements to evaliat nature and financial effects of a businessbawation. SFAS No. 141R is effective for
business combinations for which the acquisitioredsibn or after the beginning of the first anmeglorting period beginning on or after
December 15, 2008; therefore, we expect to adopSIRo. 141R for any business combinations entaredbeginning in fiscal 2010.

In March 2008, the FASB issued Statement of Firldmetcounting Standards No. 161, “Disclosures atirrivative Instruments and
Hedging Activities - an amendment of FASB Stateniémt 133" (SFAS No. 161). SFAS No. 161 establisti@sanced disclosure
requirements about: 1) how and why an entity useiwative instruments; 2) how derivative instrunseand related hedged items are
accounted for under Statement 133 and its relatedpretations; and 3) how derivative instrumenis eelated hedged items affect an entity’s
financial position, financial performance and céislvs. SFAS No. 161 is effective for financial €atents issued for fiscal years and interim
periods beginning after November 15, 2008; thesefare expect to adopt SFAS No. 161 in the secoadeuof fiscal 2009.

In May 2008, the FASB issued FASB Staff Position N&B 14-1, “Accounting for Convertible Debt Instnents That May Be Settled in
Cash upon Conversion (Including Partial Cash Setl#)” (FSP APB 14-1). FSP APB 14-1 specifies thatiers of convertible debt
instruments that may be settled in cash upon cseire(including partial cash settlement) shouldesegely account for the liability and equ
components in a manner that will reflect the efgityonconvertible debt borrowing rate when intecest is recognized in subsequent peri
The amount allocated to the equity component repitssa discount to the debt, which is amortized iinterest expense using the effective
interest method over the life of the debt. FSP AMRBL is effective for financial statements issuedfiscal years beginning after

December 15, 2008, and interim periods within tHisml years. Early adoption is not permitted. rEfiere, we expect to adopt the provisit
of FSP APB 14-1 beginning in the first quarteristél 2010. The provisions of FSP APB 14-1 are iregiuo be applied retrospectively to all
periods presented. Upon retrospective adoptiorgntieipate our effective interest rate on our 3.258hvertible Senior Notes due 2013 will
range from 8.0% to 8.50%, which would result in teeognition of an approximate $90 million to $I@0lion discount to these notes with
the offsetting after tax amount recorded to capitaxcess of par value. This discount will be ated until the maturity date at the effective
interest rate, which will not materially impactda 2008 interest expense, but will result in amested $15 million to $20 million increase to
our fiscal 2009 interest expense.




NOTE 2: ACQUISITIONS

In October 2008, we acquired three vertically indéégd poultry companies in southern Brazil, whittluided Macedo Agroindustrial, Avica
Itaiopolis and Frangobras. The aggregate purchédse was $71 million, which included $19 million wfandatory deferred payments to be
made through 2011. In addition, we have $13 milbbeontingent purchase price based on productidmrwes payable through fiscal 2010.
The preliminary purchase price includes $17 milladlocated to Goodwill and $12 million allocatedimtangible Assets. Combined, we
expect these companies will have sales of apprdri;&100 million in fiscal 2009.

NOTE 3: DISCONTINUED OPERATION

On June 25, 2008, we executed a letter of intetht i Foods Inc. to sell the beef processing, edtkd yard and fertilizer assets of Lake:
for $87 million. Lakeside was part of our Beef segrn Total working capital at closing is expectedé approximately $112 million. XL
Foods will pay an additional amount for certain king capital items, including cattle inventory,tiézer inventory and packaging assets. We
will retain the remaining working capital itemscianding finished product inventory, accounts reabie and accounts payable. Once the
transaction is complete, we expect retained workiggtal, including inventory, at Lakeside will bguidated and settled over a five-month
period. This transaction is denominated in CanaBialfars, thus conversion at the closing date toRé8ars could result in amounts in US
Dollars different than described above.

We estimate approximately $60 million of Beef segtrgpodwill relates to Lakeside. In addition, atcBmber 27, 2008, we had $42 million
of currency translation adjustment gain in accuteda@omprehensive income related to the Lakesidmadian dollar translation.

The transaction remains subject to government apfs@nd execution of a definitive agreement betwBeson and XL Foods. Subject to
receipt of such approvals, we anticipate beingydéadomplete the sale during the second quadeali2009 and are reporting the Lakeside
results as a discontinued operation.

The following is a summary of Lakeside’s operatiagults (in millions):

Three Months Ende
December 27, 20C December 29, 20C
Sales $ 251 % 29C
Pretax income (los¢ 10 (10

The carrying amounts of Lakeside’s assets helddt® include the following (in millions):

December 27, 20C  September 27, 20(

Assets of discontinued operation held for s

Inventories $ 60 $ 82
Net property, plant and equipme 65 77
Total assets of discontinued operation held foe $ 125 $ 15¢

NOTE 4: DISPOSITIONS AND OTHER CHARGES

In the first quarter of fiscal 2008, we recordedbd® million non-operating gain as the result pfigate equity firm’s purchase of a
technology company in which we held a minority iet. This gain was recorded in Other Income inGbasolidated Condensed Statements
of Operations.

In the first quarter of fiscal 2008, managementrappd plans for implementation of certain recomnagiwths resulting from the previously
announced FAST initiative, which was focused orcpss improvement and efficiency creation. As alteisuthe first quarter of fiscal 2008,
we recorded charges of $6 million related to em@éotermination benefits resulting from the termorabf
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approximately 200 employees. Of these chargespappately $2 million, $2 million, $1 million and $hillion were recorded in the Chicke
Beef, Pork and Prepared Foods segments’ Operataugrie (Loss), respectively. These charges werededan Other Charges in the
Consolidated Condensed Statements of Operationsf Becember 27, 2008, all employee terminatiorefitsihad been paid. No material
adjustments to the accrual are anticipated.

NOTE 5: FINANCIAL INSTRUMENTS

We purchase certain commaodities, such as grainéiasiock, in the course of normal operations pasg of our commaodity risk managem
activities, we use derivative financial instrumemismarily futures and options, to reduce our esqpe to various market risks related to these
purchases, as well as to changes in foreign cwyrexchange rates. Contract terms of a financiatunsent qualifying as a hedge instrument
closely mirror those of the hedged item, providinkigh degree of risk reduction and correlatiomt@axrts designated and highly effective at
meeting risk reduction and correlation criteria mmeorded using hedge accounting. If a derivatistruiment is accounted for as a hedge,
changes in the fair value of the instrument willdfiset either against the change in fair valuthefhedged assets, liabilities or firm
commitments through earnings or recognized in otberprehensive income (loss) until the hedged iteracognized in earnings. The
ineffective portion of an instrument’s change iir falue is immediately recognized in earnings asmponent of cost of sales. Instruments
we hold as part of our risk management activitied o not meet the criteria for hedge accountmegiaarked to fair value with unrealized
gains or losses reported currently in earningsn@éa in market value of derivatives used in ol msinagement activities relating to forw
sales contracts are recorded in sales. Changearketrvalue of derivatives used in our risk manag@nactivities surrounding inventories on
hand or anticipated purchases of inventories oplggpare recorded in cost of sales. We generallgat hedge anticipated transactions
beyond 12 months.

We had derivative related balances of $32 millind $29 million recorded in other current asseB@eatember 27, 2008, and September 27,
2008, respectively, and $14 million and $45 milliarother current liabilities at December 27, 2088d September 27, 2008, respectively.

Cash flow hedgesDerivative products, such as futures and optioressdasignated as hedges against changes in thenaofduture cash
flows related to commodities procurement. We dopwthase derivative products related to grainymement in excess of our physical gr
consumption requirements. Related to our grain égddjere were $20 million of net losses recordeatcumulated other comprehensive
income at December 27, 2008. These losses wikbtegnized within the next 12 months. Of these stbee portion resulting from our open
hedge positions was a net loss of $4 million aBefember 27, 2008. Ineffectiveness related to ash dlow hedges was not significant
during the three months ended December 27, 20@8Danember 29, 2007.

Fair value hedgesWe designate certain futures contracts as fairevhkdges of firm commitments to purchase livesfocklaughter.
Changes in the fair value of a derivative thatasignated and qualifies as a fair value hedgegaldth changes in fair value of the hedged
asset or liability attributable to the hedged fisikcluding gains or losses on firm commitmentsg, ecorded in current period earnings.
Ineffectiveness results when the change in thevidire of the hedge instrument differs from thendeain fair value of the hedged item.
Ineffectiveness related to fair value hedges wasigmificant during the three months ended Decerlie2008, and December 29, 2007.

Undesignated positionsWe hold positions as part of our risk managemetitities, primarily futures and options for graires)ergy and
livestock, for which we do not apply hedge accaumtbut instead mark these positions to fair vaéttweugh earnings at each reporting date.
We generally do not enter into undesignated posstimzeyond 18 months.
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Related to grain and energy positions in the Chicdegment for which we did not apply hedge accogntive recognized pretax net losses of
$173 million and net gains of $31 million in co$tsales for the three months ended December 2°B,20@ December 29, 2007, respectiv
which included an unrealized pretax loss on operkftmmarket futures positions of $46 million aslxécember 27, 2008. Included in these
balances are grain positions we enter into to mauttag risk of costs associated with forward salesettain customers for which sales prices
are determined under cost-plus arrangements. Tumsalized positions, which do not qualify for hedgeatment, totaled losses of $69
million and $24 million at December 27, 2008, amp®mber 27, 2008, respectively. When these paositoe liquidated, we expect any
realized gains or losses will be reflected in thiegs of the poultry products sold. Since thesévdéve positions do not qualify for hedge
treatment, they initially create volatility in oinmcome statement associated with mark-to-marketgés However, once the positions are
liquidated and included in the sales price to th&t@mer, there is ultimately no income statemeipiich as any previous mark-to-market gains
or losses are included in the prices of the poyltoducts.

We enter into certain forward sales of boxed beeflzoxed pork and forward purchases of cattle anys lat fixed prices. The fixed price s:
contracts lock in the proceeds from a sale in titeré and the fixed cattle and hog purchases lotkd cost. However, the cost of the
livestock and the related boxed beef and boxed pniket prices at the time of the sale or purclecaséd vary from this fixed price. As we
enter into fixed forward sales of boxed beef anxielopork and forward purchases of cattle and hogslso enter into the appropriate
number of livestock futures positions to mitigaeaation of this risk. Changes in market valuetaf bpen livestock futures positions are
marked to market and reported in earnings at egmbrting date, even though the economic impactiofiged prices being above or below
the market price is only realized at the time &€ sa purchase. In connection with these livesttires, we recorded realized and unrealized
net gains of $11 million for the three months enBedember 27, 2008, which included an unrealizethgrloss on open mark-to-market
futures positions of approximately $13 million dD@cember 27, 2008. We recorded realized and lineganet gains of $25 million for the
three months ended December 29, 2007, relateddsttick futures positions.

NOTE 6: INVENTORIES
Processed products, livestock and supplies and othentories are valued at the lower of cost orketa Cost includes purchased raw

materials, live purchase costs, growout costs @ilgnfeed, contract grower pay and catch and basts), labor and manufacturing and
production overhead related to the purchase ardlptmon of inventories. Total inventory consistgtoé following (in millions):

December 27, 200  September 27, 20(

Processed product

Weightec-average metho- chicken and prepared foo $ 864 $ 92C
First-in, first-out methoc- beef and por! 457 571
Livestock- first-in, first-out methoc 57¢ 701
Supplies and othe- weighte-average metho 334 34¢€
Total inventory, ne $ 2,23:  $ 2,53¢

In the first quarter of fiscal 2009, we recorde®28 million non-cash inventory adjustment for a éovef-cost-or-market valuation allowance
related to our chicken inventory. This loss wa®rded in Cost of Sales in the Consolidated CondeBsatements of Operations. We expect
this allowance will be realized in the second qeraof fiscal 2009.




NOTE 7: PROPERTY, PLANT AND EQUIPMENT

The major categories of property, plant and equiiraed accumulated depreciation, at cost, arelsvio (in millions):

December 27, 20C  September 27, 20(

Land $ 9% % 89
Buildings and leasehold improveme 2,44¢ 2,44(
Machinery and equipme 4,47: 4,38
Land improvements and oth 214 21C
Buildings and equipment under construct 313 352

7,54: 7,47:
Less accumulated depreciati 4,01¢ 3,954
Net property, plant and equipme $ 3,52« $ 3,51¢

NOTE 8: OTHER CURRENT LIABILITIES
Other current liabilities are as follows (in miltis):

December 27, 20C  September 27, 20(

Accrued salaries, wages and bene $ 19¢  $ 25¢
Selfinsurance reserve 22¢ 23€
Other 32C 388
Total other current liabilitie $ 747 $ 87¢€

NOTE 9: COMMITMENTS

We guarantee debt of outside third parties, whictolve a lease and grower loans, all of which atestantially collateralized by the
underlying assets. Terms of the underlying debecperiods up to nine years, and the maximum piaiearhount of future payments as of
December 27, 2008, was $53 million. We also maintgierating leases for various types of equiprmsanhe of which contain residual value
guarantees for the market value of the underlyéragéd assets at the end of the term of the lehsdelims of the lease maturities cover
periods up to seven years. The maximum potentialuatnof the residual value guarantees is $57 millad which $21 million would be
recoverable through various recourse provisionsaandndeterminable recoverable amount based daith@arket value of the underlying
leased assets. The likelihood of material paymenter these guarantees is not considered probstilzecember 27, 2008, and September
27, 2008, no material liabilities for guaranteesevecorded.




NOTE 10: LONG-TERM DEBT

The major components of long-term debt are asval(in millions):

Maturity December 27, 20C  September 27, 20(

Revolving credit facility 201C $ -$ -
Accounts receivable securitization facil 2009, 201 - -
Senior notes (rates ranging from 7.00% to 8.2 201(-202¢ 2,401 2,40(
3.25% Convertible senior not 201z 45¢ 45¢
Gulf Opportunity Zone te-exempt bonds (1.30¢

effective rate at 12/27/0¢ 203z 10C -
Other Various 55 38
Total debt 3,01« 2,89¢
Less current det 17 8
Total lon¢-term debi $ 2,997 $ 2,88¢

Revolving Credit Facilities

We have a revolving credit facility totaling $1.0libn that supports short-term funding needs aitkts of credit. The facility expires in
September 2010. At December 27, 2008, we had oulisig letters of credit totaling approximately $388lion, none of which were drawn
upon, issued primarily in support of workers’ comgation insurance programs, derivative activitied Bynamic Fuels’ Gulf Opportunity
Zone tax-exempt bonds. The amount available fordvdngs under this facility as of December 27, 2008s $615 million. We have agreed
to pledge substantially all assets of our matelgmhestic subsidiaries as collateral under thidifaci

Accounts Receivable Securitization Facility

With an amendment effective December 17, 2008lawva us to sell up to $600 million of trade rec@ies, consisting of $375 million
expiring in August 2009 and a $225 million 364-dagility with an additional one-year option, whicommits funding through August 2010.
At December 27, 2008, our eligible receivablesvedid us access to $476 million borrowing capacity.

Gulf Opportunity Zone TaExempt Bonds

In October 2008, Dynamic Fuels received $100 nrillio Gulf Opportunity Zone tagxempt bonds made available by the Federal goverr

to the regions affected by Hurricanes Katrina aitd R 2005. These floating rate bonds are due lt@, 2033, and had an initial interest
rate of 1.3%. In November 2008, we entered intitarest rate swap related to these bonds to rtétigar interest rate risk on a portion of
bonds for five years. We issued a letter of cradia guarantee for the entire bond issuance. Teeeds from the bond issuance can only be
used towards the construction of the facility. Actingly, the unused proceeds are recorded in RestriCash in the Consolidated Condensed
Balance Sheets. We expect the unused proceedsenited fully during calendar 2009.

Credit Ratings
On September 4, 2008, Standard & Poor’s downgréukedredit rating applicable to the senior notes April 1, 2016 (2016 Notes) from

“BBB-" to “BB.” This downgrade increased the intsteate on the 2016 Notes from 6.85% to 7.35%gc#ffe beginning with the six month
interest payment due October 1, 2008.

On November 13, 2008, Moody’s Investor Services, towngraded the credit rating from “Bal” to “BaBhis downgrade increased the
interest rate on the 2016 Notes from 7.35% to 7.,8&%ctive beginning with the six month intereayment due April 1, 2009.

Debt Covenants
Our debt agreements contain various covenantsntist restrictive of which contain a maximum allowederage ratio and a minimum
required interest coverage ratio. Effective Deceanilie 2008, we amended our revolving credit fac#igreement to
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temporarily provide less restrictive leverage amériest coverage ratios, which took effect in fiygarter of fiscal 2009. We were in
compliance with all covenants at December 27, 2008.

Subsequent Events

We entered into a new revolving credit facilityNtarch 2009 totaling $1.0 billion that supports gkterm funding needs and letters of credit,
which replaced the revolving credit facility schétito expire in September 2010. Loans made umigfdcility will mature and the
commitments thereunder will terminate in March 20Lis facility is fully and unconditionally guartaed on a senior secured basis by
substantially all of our domestic subsidiaries. Go@rantors’ cash, accounts receivable, inventodypaoceeds received related to these items
secure our obligations under this facility. AlsoMiarch 2009, we issued $810 million of senior unsed notes, which will mature in March
2014 (2014 Notes). The 2014 Notes carry a 10.5Q@ét64st rate, with interest payments due semi-ahnaalMarch 1 and September 1. After
the original issue discount of $59 million, basedam issue price of 92.756% of face value, we wecknet proceeds of $751 million. With
entry into the new revolving credit facility angignce of the 2014 Notes in March 2009, we redh@ltstanding borrowings under and
terminated our Accounts Receivable Securitizatamility.

Condensed Consolidating Financial Statements

Tyson Fresh Meats, Inc. (TFM), our wholtyvned subsidiary, has fully and unconditionally iguieed the 2016 Notes. TFM and substan

all of our wholly-owned domestic subsidiaries, h&wéy and unconditionally guaranteed the 2014 ofehe following financial information
presents condensed consolidating financial statesnehich include Tyson Foods, Inc. (TFI Pareng)sdn Fresh Meats, Inc. (TFM Parent);
the other 2014 Notes' guarantor subsidiaries (Gwars) on a combined basis; the elimination entnesessary to reflect TFM Parent and the
Guarantors, which collectively represent the 20bdeN' total guarantor subsidiaries (2014 Guarajtorsa combined basis; the 2014 Notes'
non-guarantor subsidiaries (Non-Guarantors) onmnaboeed basis; the elimination entries necessacptsolidate the TFI Parent, the 2014
Guarantors and the Non-Guarantors; and Tyson Fdocson a consolidated basis, and is providechastarnative to providing separate
financial statements for the guarantor(s). Cenpaior period amounts have been recast to confortim euirrent year presentation and to reflect
the legal subsidiary ownership structure as of R4e&009.
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Condensed Consolidating Statement of Income faetimonths ended December 27, 2 in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Sut- Guar- Elimin-
Pareni Pareni antors ations total antors ations Total
Net Sale: $2 $3,614  $2,936 $(194)  $6,356 $170 $(7)  $6,521
Cost of Sale: 277 3,519 2,750 (194) 6,075 158 (7 6,503
(275) 95 186 - 281 12 - 18
Operating Expense
Selling, general and administrati 29 53 117 - 170 17 - 216
Other charge - - - - - - - -
Operating Income (Los! (304) 42 69 - 111 (5) - (198)
Other (Income) Expens
Interest expense, n 53 4 5 - 9 3) - 59
Other, ne 1 - Q) - Q) 18 - 18
Equity in net earnings of
subsidiaries (31) 6 25 (8) 23 (2) 10 -
23 10 29 (8) 31 13 10 77
Income (Loss) from Continuing
Operations before Income Taxes
and Minority Interes (327) 32 40 8 80 (18) (10) (275)
Income Tax Expense (Benei (202) 21 36 - 57 (10) - (155)
Income (Loss) from Continuin
Operations before Minority Intere (125) 11 4 8 23 (8) (10) (120)
Minority Interest - - - - - (2) - (2)
Income (Loss) from Continuing
Operations (125) 11 4 8 23 (6) (10) (118)
Income (Loss) from Discontinued
Operation 13 8 - - 8 (15) - 6
Net Income (Loss $(112) $19 $4 $8 $31 $(21) $(10) $(112)
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Condensed Consolidating Statement of Income fothttee months ended December 29, 2 in millions

2014 Guarantor

Non-
TFI TFM Guar Elimin- Sut- Guar- Elimin-
Pareni Pareni antors ations total antors ations Total
Net Sale: $12 $3,797  $2,745 $(190) $6,352 $130 $(18)  $6,476
Cost of Sale: (5) 3,751 2,511 (190) 6,072 112 (18) 6,161
17 46 234 - 280 18 - 315
Operating Expense
Selling, general and administrati 25 45 131 - 176 14 - 215
Other charge 1 1 4 - 5 - - 6
Operating Income (Los! 9) - 99 - 99 4 - 94
Other (Income) Expens
Interest expense, n 48 5 4 - 9 (6) - 51
Other, ne (13) (5) Q) - (6) - - (19)
Equity in net earnings of
subsidiaries (63) (22) 5 16 (1) (6) 70 -
(28) (22) 8 16 2 (12) 70 32
Income from Continuing
Operations before Income Tax 19 22 91 (16) 97 16 (70) 62
Income Tax Expense (Benei (15) - 32 - 32 4 - 21
Income from Continuing Operatiol 34 22 59 (16) 65 12 (70) 41
Loss from Discontinued Operatit - - - - - (7) - (7)
Net Income $34 $22 $59 $(16) $65 $5 $(70) $34
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Condensed Consolidating Balance Sheet as of Deae2iib@00¢ in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Guar- Elimin-
Parent Pareni antors ations  Subtotal antors ations Total

Assets
Current Assets

Cash and cash equivalel $138 $- $4 $- $4 $24 $- $166

Accounts receivable, n - 244 3,764 - 4,008 117 (3,019) 1,106

Inventories, ne 1 540 1,524 - 2,064 168 - 2,233

Other current asse 273 26 23 9) 40 52 (98) 267

Assets of discontinued operatic
held for sale - - - - - 125 - 125
Total Current Asset 412 810 5,315 9) 6,116 486 (3,117) 3,897
Restricted Cas - - - - - 85 - 85
Net Property, Plant and Equipme 41 947 2,350 - 3,297 186 - 3,524
Goodwill - 1,502 964 - 2,466 54 - 2,520
Intangible Asset - 46 65 - 111 41 - 152
Other Asset: 150 74 49 - 123 276 (243) 306
Investment in Subsidiarie 10,286 1,746 587 (1,593) 740 284 (11,310) -
Total Assets $10,88¢  $5,125 $9,330 $(1,602) $12,853 $1,412 $(14,670) $10,484
Liabilities and
Shareholders’ Equity
Current Liabilities:

Current deb $3 $- $- $- $- $14 $- $17

Trade accounts payak 112 446 475 - 921 61 - 1,094

Other current liabilitie! 3,182 116 278 (9) 385 297 (3,117) 747
Total Current Liabilities 3,297 562 753 9) 1,306 372 (3,117) 1,858
Long-Term Debt 2,630 250 180 - 430 117 (180) 2,997
Deferred Income Taxe - 116 185 - 301 33 (63) 271
Other Liabilities 168 137 212 - 349 47 - 564
Shareholder Equity 4,794 4,060 8,000 (1,593) 10,467 843 (11,310) 4,794
Total Liabilities and
Shareholder Equity $10,88¢  $5,125 $9,330 $(1,602) $12,853 $1,412 $(14,670) $10,484
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Condensed Consolidating Balance Sheet as of Septe2iih200¢

in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Guar- Elimin-
Parent Pareni antors ations  Subtotal antors ations Total
Assets
Current Assets
Cash and cash equivalel $140 $- $35 $- $35 $75 $- $250
Accounts receivable, n 1 122 3,614 - 3,736 113 (2,579) 1,271
Inventories, ne 1 724 1,640 - 2,364 173 - 2,538
Other current asse 123 55 24 (12) 67 72 (119) 143
Assets of discontinued operation
held for sale - - - - - 159 - 159
Total Current Asset 265 901 5,313 (12) 6,202 592 (2,698) 4,361
Net Property, Plant and Equipme 43 960 2,371 - 3,331 145 - 3,519
Goodwill - 1,502 965 - 2,467 44 - 2,511
Intangible Asset - a7 64 - 111 17 - 128
Other Asset: 132 91 55 - 146 284 (231) 331
Investment in Subsidiarie 10,293 1,789 654 (1,639) 804 282 (11,379) -
Total Assets $10,733  $5,290 $9,422 $(1,651) $13,061 $1,364 $(14,308) $10,850
Liabilities and
Shareholders’ Equity
Current Liabilities:
Current deb $8 $- $- $- $- $- $- $8
Trade accounts payak 108 486 559 - 1,045 64 - 1,217
Other current liabilitie! 2,804 201 282 (12) 471 301 (2,698) 878
Total Current Liabilities 2,920 687 841 (12) 1,516 365 (2,698) 2,103
Long-Term Debt 2,632 249 180 - 429 7 (180) 2,888
Deferred Income Taxe - 129 190 - 319 23 (52) 291
Other Liabilities 167 137 190 - 327 60 - 554
Shareholde’ Equity 5,014 4,088 8,021 (1,639) 10,470 909 (11,379) 5,014
Total Liabilities and
Shareholder Equity $10,733  $5,290 $9,422 $(1,651) $13,061 $1,364 $(14,308) $10,850
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Condensed Consolidating Statement of Cash Flowthéthree months ended December 27, @ in millions
2014 Guarantor
TFI TFM Guar- Sut-
Pareni Pareni antors total Total
Cash Provided by (Used for)
Operating Activities $(356) $169 $319 $488 $143
Cash Flows from Investing Activitie
Additions to property, plant
and equipmer - a7 (66) (83) (84)
Change in restricted ca - - - - (85)
Proceeds from sale of
marketable securities, n - - - - 15
Acquistions, net of cash acquir - - - - (52)
Other, ne - - 14 14 5
Cash Provided by (Used for)
Investing Activities - (A7) (52) (69) (201)
Cash Flows from Financing
Activities:
Net change in del (6) - - - 58
Purchase of treasury sha Q) - - - (1)
Dividends (15) - - - (15)
Other, ne (42) (29) - (29) (73)
Net change in intercompany
balance: 418 (123) (298) (421) -
Cash Provided by (Used for)
Financing Activities 354 (152) (298) (450) (31)
Effect of Exchange Rate
Change on Cas - - - - 5
Decrease in Cash and Cash
Equivalents 2) - (31) (32) (84)
Cash and Cash Equivalents at
Beginning of Yea 140 - 35 35 250
Cash and Cash Equivalents at
End of Perioc $138 $- $4 $4 $166
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Condensed Consolidating Statement of Cash Flowthéthree months ended December 29, @ in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Sut- Guar Elimin-
Pareni Pareni antors ations total antors ations Total
Cash Provided by (Used for)
Operating Activities $(115) $107 $153 $- $260 $41 $- $186
Cash Flows from Investing Activitie
Additions to property, plant
and equipmer - 27) (68) - (95) (5) - (100)
Proceeds from sale of investm: 14 7 - - 7 - - 21
Proceeds from sale of
marketable securities, n - - - - - 1 - 1
Other, ne - (3) 10 - 7 (1) - 6
Cash Provided by (Used for)
Investing Activities 14 (23) (58) - (81) (5) - (72)
Cash Flows from Financing
Activities:
Net change in del (70) (5) - - (5) 1 - (74)
Purchase of treasury sha (4) - - - - - - (4)
Dividends (14) - - - - - - (14)
Other, ne - (12) - - (12) - - (12)
Net change in intercompany
balance: 190 (68) (93) - (161) (29) - -
Cash Provided by (Used for)
Financing Activities 102 (84) (93) - (177) (28) - (103)
Effect of Exchange Rate
Change on Cas - - - - - 2 - 2
Increase in Cash and Cash
Equivalents 1 - 2 - 2 10 - 13
Cash and Cash Equivalents at
Beginning of Yea 3 - 3 - 3 36 - 42
Cash and Cash Equivalents at
End of Perioc $4 $- $5 $- $5 $46 $- $55
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NOTE 11: FAIR VALUE MEASUREMENTS

As described in Note 1: Accounting Policies, wegdd SFAS No. 157, subject to the deferral prowisiof FSP No. 157-2, at the beginning
of the first quarter fiscal 2009. This standardmes fair value, establishes a framework for maaguair value and expands disclosure
requirements about fair value measurements. SFAS Blbdefines fair value as the price that woulddmeived to sell an asset or paid to
transfer a liability (an exit price) in the prinailpor most advantageous market for the assetlalitiain an orderly transaction between mar
participants on the measurement date. The fairvaierarchy prescribed by SFAS No. 157 containsethevels as follows:

Level 1— Unadjusted quoted prices available in active retsrkor the identical assets or liabilities at theasurement date.

Level 2— Other observable inputs available at the measuredate, other than quoted prices included in Léyeither directly or indirectly
including:

Quoted prices for similar assets or liabilitiesitive markets

Quoted prices for identical or similar assets in-active markets

Inputs other than quoted prices that are obsenfablie asset or liability; an
Inputs derived principally from or corroborateddityer observable market da

Level 3—Unobservable inputs that cannot be corroboratesbisgrvable market data and reflect the use offgigni management
judgment. These values are generally determinedyysicing models for which the assumptions utilzanagemer's estimates of market
participant assumptions.

Assets and Liabilities Measured at Fair Value &eaurring Basis

The fair value hierarchy requires the use of olelglermarket data when available. In instances witherenputs used to measure fair value
into different levels of the fair value hierarclige fair value measurement has been determined loasthe lowest level input significant to
the fair value measurement in its entirety. Oueassient of the significance of a particular iterthtofair value measurement in its entirety
requires judgment, including the considerationnpitits specific to the asset or liability. The fallag table sets forth by level within the fair
value hierarchy, our financial assets and liale#itaccounted for at fair value on a recurring baisidecember 27, 2008, according to the
valuation techniques we used to determine theinviues (in millions):

Level 1 Level 2 Level 3 Netting (a) Total

Assets

Commodity Derivatives $ - % 106 $ - $ 74) % 32
Foreign Exchange Forward Contracts - 1 - 1) -
Debt Securities - 35 47 - 82
Deferred Compensation Assets 3 68 - - 71
Stock Warrants - 5 - - 5
Total Assets $ 3 $ 21 $ 47 $ (75) $ 19C
Liabilities:

Commodity Derivatives $ -3 83 $ -3 (74) $ 9
Foreign Exchange Forward Contracts - 3 - 1) 2
Interest Rate Swaps - 3 - - 3
Total Liabilities $ -3 89 $ -3 (75) $ 14

(a) Our derivative assets and liabilities are pre=etin our Consolidated Condensed Balance Sheaiset basis. We net derivative assets
and liabilities, including cash collateral in acdance with FIN 3%, when a legally enforceable master netting aearent exists between t

counterparty to a derivative contract and us. Atéheber 27, 2008, we had posted $87 million of cadlateral and held $43 million of cash
collateral with various counterparties.
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The following table provides a reconciliation betmethe beginning and ending balance of debt sezsiriteasured at fair value on a recurring
basis in the table above that used significant senkable inputs (Level 3) (in millions):

Debt
Securities

Balance at September 27, 2( $ 54
Total realized and unrealized gains (loss

Included in earning -

Included in other comprehensive income (l¢ (5)
Purchases, issuances and settlement: ()]
Balance at December 27, 2C $ 47

Total gains (losses) for the th-month period included in earnin
attributable to the change in unrealized gainss@e}relating ti
assets and liabilities still held as of December2008 $ >

The following methods and assumptions were usedtimate the fair value of each class of financistrument:

Commodity Derivative Assets and Liabilities:Our commodity derivatives primarily include exchartigaded and over-the-counter contracts
which are further described in Note 5: Financiatinments. We record these derivatives at fairevaking quoted market prices adjusted for
credit and nonperformance risk and internal mottels use as their basis readily observable maniett$ including current and forward
market prices for commodities. We classify thestrinments in Level 2 as quoted market prices cacob®borated utilizing observable
current and forward commodity market prices onvactixchanges. Our commodity derivative assetsilitiab) are included in Other Current
Assets (Liabilities) in the Consolidated CondenBathnce Sheets.

Foreign Exchange Forward Contracts:Our foreign exchange forward contracts include ifjedland non-qualified hedges as well as net
investment hedges. We record all of these contedtsr value based on quoted prices and spof@maard currency prices adjusted for
credit and non-performance risk. We classify atifard currency forward contracts in Level 2 as gdgtrices can be corroborated based on
observable market transactions of spot curren@srand forward currency prices. Unrealized gaimss@is) related to our qualified foreign
currency forward contracts, as well as realizedwam@alized gains (losses) related to our net invesst contracts, are recorded in other
comprehensive income. Realized gains (losseskrktatour qualified contracts and realized and aiimed gains (losses) related to our non-
qualified contracts are recorded in earnings.

Debt Securities:Our investments in marketable debt securities lassiied as available-for-sale and are include@timer Assets in the
Consolidated Condensed Balance Sheets. Thesenmyst which have maturities ranging up to 48 yemesreported at fair value based on
pricing models and quoted market prices adjustedriedit and non-performance risk. We classify iomestments in U.S. government and
agency debt securities as Level 2 as fair valgemerally estimated using discounted cash flow sattiat are primarily industry-standard
models that consider various assumptions, inclutimg value and yield curve as well as other rgaaliailable relevant economic measures.
We classify certain corporate, mortgage-backedadiner debt securities as Level 3 as there is lodtetivity or less observable inputs into
proprietary valuation models, including estimateelgayment, default and recovery rates on the uyidgrportfolio or structured investment
vehicle.

Unrealized holding gains (losses), net of tax,ex@uded from earnings and reported in other cohwsive income until the security is
settled or sold. On a quarterly basis, we evaludtether losses related to our available-for-sateisies are temporary in nature. If losses are
determined to be other than temporary, the losddvoe recognized in earnings. We consider manyfadéh determining whether a loss is
temporary, including the length of time and extenivhich the fair value has been below cost, tharfcial condition and near-term prospects
of the issuer and our ability and intent to hold thivestment for a period of time sufficient tooallfor any anticipated recovery. For the three
month periods ending December 27, 2008, and DeceR®h @007, we did not recognize any other tharptaary impairments.

19




Deferred Compensation AssetsWe maintain two non-qualified deferred compensagilams for certain executives and other highly
compensated employees. Investments are maintaiieich & trust and include money market, mutual &iadd company-owned life
insurance policies. We invest the cash surrendeevaf the company-owned life insurance policiamgrily in mutual funds. The
investments are recorded at fair value based oteduoarket prices adjusted for credit and non-perémce risk and are included in Other
Assets in the Consolidated Condensed Balance SWgetslassify the investments which have observataeket prices in active markets in
Level 1 as these are generally publicly-traded uunds. The remaining deferred compensation sissetclassified in Level 2, as fair value
can be corroborated based on observable marketRieddized and unrealized gains (losses) on defeompensation are included in
earnings.

Stock Warrants: In October 2008, we received eight million warraietpurchase an equivalent amount of Syntroleunp@ation common
stock for one cent each in return for our entenimig a letter of credit to guarantee all of the Bgnic Fuels’ Gulf Opportunity Zone tax-
exempt bonds (see Note 10: Long-Term Debt) inclyd@gntroleum Corporatios’50 percent ownership portion. These warrantslassified

as available-for-sale and expire in October 2012.ré¢ord the warrants in Other Assets in the Cadtesteld Condensed Balance Sheets at fair
value based on quoted market prices. We classifyviirrants as Level 2 as fair value can be coraibdrbased on observable market data.
Unrealized gains (losses), net of tax, are recond@ther comprehensive income. Realized gainsssds on the sale of the securities and
declines in value judged to be other than temponanyld be recorded in earnings.

Interest Rate Swaps:Our interest rate swap agreement is treated as-gmalified hedge and is recorded at fair valueetdam quoted

LIBOR swap rates adjusted for credit and non-perntorce risk. We classify our interest rate swapewdl 2, as quoted LIBOR swaps can be
corroborated based on observable benchmark matest at commonly quoted intervals over the fulhtef the swaps. Realized and
unrealized gains (losses) are recorded as a compohmterest expense.

Assets and Liabilities Measured at Fair Value ddoarecurring Basis

During the three months ended December 27, 2008adao significant measurements of assets olitiabiat fair value (as defined in

SFAS No. 157) on a nonrecurring basis subsequenhgtoinitial recognition. As indicated in Note Accounting Policies, the aspects of
SFAS No. 157 for which the effective date was deféunder FSP No. 157-2 related to nonfinanciatasand liabilities measured at fair
value, but recognized or disclosed at fair valuaaronrecurring basis. This deferral applies tdstemms as nonfinancial assets and liabilities
initially measured at fair value in a business comation (but not measured at fair value in subsetiperiods) or nonfinancial lonig+ed asse
groups measured at fair value for an impairmergssaent. We are currently reviewing the applicgbif SFAS No. 157 to our nonfinancial
assets and liabilities as well as the potentiakiotpn our consolidated financial statements.

NOTE 12: CONTINGENCIES

Listed below are certain claims made against thegamy and our subsidiaries. In our opinion, we hraaele appropriate and adequate
reserves, accruals and disclosures where necessarpelieve the probability of a material lossdr&the amounts accrued to be remote;
however, the ultimate liability for these mattessincertain, and if accruals and reserves aredesjuate, an adverse outcome could have a
material effect on the consolidated financial ctiodior results of operations. We believe we hauestantial defenses to the claims made and
intend to vigorously defend these cases.

In 2000, the Wage and Hour Division of the U.S. &¢ment of Labor (DOL) conducted an industry-widedstigation of poultry producers,
including us, to ascertain compliance with variawge and hour issues. As part of this investigatioe DOL inspected 14 of our processing
facilities. On May 9, 2002, the DOL filed a civibmplaint styled Elaine L. Chao, Secretary of Lalimited States Department of Labor v.
Tyson Foods, Inc. against us in the U.S. Distrioti€ for the Northern District of Alabama. The pigifs allege in the complaint that we
violated the overtime provisions of the federalrRaibor Standards Act ("FLSA") at our chicken-presiag facility in Blountsville, Alabama.
The complaint does not contain a definite stateroénthat acts constituted alleged violations of stetute, although the Secretary of Labor
indicated in discovery the case seeks to requite aesmpensate all hourly chicken processing warker pre- and post-shift clothes
changing, washing and related activities and fa ofntwo unpaid 30-minute meal periods. The SepyathlLabor seeks unspecified back
wages for all employees at the Blountsville fagifitr a period of two years prior to the date df fing of the complaint, and an additional
amount in unspecified liquidated damages and amation against future violations at that facilityd all other chicken processing facilities
we operate. The District Court granted the Companyotion for partial summary judgment in part, mglthat the second meal
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period is appropriately characterized as non-corsgigle, and reserving the remaining issues for. {fta trial is presently set for February 2,
20009.

Several private lawsuits are pending against egialy that we failed to compensate poultry planpleyees for all hours worked, including
overtime compensation, in violation of the FLSA €8k lawsuits include M.H. Fox, et al. v. Tyson Fddc. (Fox), filed on June 22, 1999
the U.S. District Court for the Northern DistridtAlabama, and DeAsencio v. Tyson Foods, Inc. (De¥#0), filed on August 22, 2000, in
the U.S. District Court for the Eastern DistrictRénnsylvania. Each of these matters involves aimailegations that employees should be
paid for the time it takes to engage in pre- anst4sbift activities such as changing into and dyirotective and sanitary clothing, obtaining
clothing and walking to and from the changing ameark areas and break areas. The plaintiffs ingh@ssuits seek or have sought to act as
class representatives on behalf of all currentfander employees who were allegedly not paid faetivorked and seek back wages,
liquidated damages, pre- and post-judgment intea@st attorneys’ fees. In Fox, the District Cowehigéd class certification on November 16,
2006, and ordered the cases of the 10 named filmintthe matter to proceed individually in thene jurisdictions of the named plaintiffs.
Two of these cases (Brothers and Hatchett) wezd in November 2007 in Alabama with jury verdictdavor of the plaintiffs. The District
Court recently entered judgment in the final ofstheases (Fox) after the Company made an offerdginent to Fox, thereby avoiding trial.
However, the District Court must now determine dn@ount of attorneys’ fees and costs to be awaml#uet plaintiffs. In DeAsencio,
plaintiffs appealed a jury verdict and final judgmentered in our favor on June 22, 2006, in thari2t Court. On September 7, 2007, the
U.S. Court of Appeals for the Third Circuit revedsbe jury verdict and remanded the case to th&ifti€ourt for further proceedings. We
sought rehearing en banc, which was denied by thet@f Appeals on October 5, 2007. The Unitedest&upreme Court denied our petition
for a writ of certiorari on June 9, 2008.

In addition to Fox and DeAsencio, additional prez&wsuits were filed against us since the begmoirfiscal 2007 which allege we failed to
compensate poultry plant employees for all hourgkew, including overtime compensation, in violatmfithe FLSA. These lawsuits are
Sheila Ackles, et al. v. Tyson Foods, Inc. (N. Didabama, October 23, 2006); McCluster, et allwson Foods, Inc. (M. Dist. Georgia,
December 11, 2006); Dobbins, et al. v. Tyson Chickec., et al. (N. Dist. Alabama, December 21,@0Buchanan, et al. v. Tyson Chicken,
Inc., et al. and Potter, et al. v. Tyson Chickeg,,let al. (N. Dist. Alabama, December 22, 2006jies, et al. v. Tyson Foods, Inc., et al.,
Walton, et al. v. Tyson Foods, Inc., et al. andlMfits, et al. v. Tyson Foods, Inc., et al. (S. Diississippi, February 9, 2007); Balch, et al.
v. Tyson Foods, Inc. (E. Dist. Oklahoma, March@Q?); Adams, et al. v. Tyson Foods, Inc. (W. DAgkansas, March 2, 2007); Atkins, et

v. Tyson Foods, Inc. (M. Dist. Georgia, March 502)) and Laney, et al. v. Tyson Foods, Inc. andigils, et al. v. Tyson Foods, Inc. (M.
Dist. Georgia, May 23, 2007). Similar to Fox andABencio, each of these matters involves allegatongloyees should be paid for the time
it takes to engage in pre- and post-shift actigisach as changing into and out of protective anétary clothing, obtaining clothing and
walking to and from the changing area, work areakstaeak areas. The plaintiffs in each of thesesldis seek or have sought to act as class
representatives on behalf of all current and foremployees who were allegedly not paid for timekedrand seek back wages, liquidated
damages, pre- and post-judgment interest, anchattst fees. On April 6, 2007, we filed a motion faansfer of the above named actions for
coordinated pretrial proceedings before the JudR@ael on Multidistrict Litigation. The motion féransfer was granted on August 17, 2007.
The cases listed above and five other cases sutasiyfiled involving the same allegations, Armstgo et al. v. Tyson Foods, Inc. (W. Dist.
Tennessee, January 30, 2008); Maldonado, et &ison Foods, Inc. (E. Dist. Tennessee, Januarg2@18); White, et al. v. Tyson Foods, |
(E. Dist. Texas, February 1, 2008); Meyer, et allywson Foods, Inc. (W. Dist. Missouri, Februan2@08); and Leak, et al. v. Tyson Foods,
Inc. (W. Dist. North Carolina, February 6, 2008kre transferred to the U.S. District Court in theltile District of Georgia, In re: Tyson
Foods, Inc., Fair Labor Standards Act LitigatioMPL Proceedings”). On January 2, 2008, the JudgherMDL Proceedings issued a Joint
Scheduling and Case Management Order. The Ordetegr&onditional Class Certification and calledrfotice to be given to potential
putative class members via a third party admirtistra he potential class members had until April 2808, to “opt—in” to the class.
Approximately 13,800 employees and former employibes their consents to “opt-in” to the class. Tpeties are conducting discovery at
eight of our facilities and our corporate headagrarin Springdale, Arkansas, through May 18, 2@8covery may be conducted at
additional facilities in the future. On October PB08, the Judge in the MDL Proceedings denieglhiatiffs’ motion for equitable tolling,
which reduces the time period for which the pldistmay seek damages. However, in addition to tmesents already obtained, the Court
allowed plaintiffs to obtain corrected and reaffathopt-in consents that were previously filed a$ pfathe Fox action. The deadline for filing
these consents was December 31, 2008, and accaoding third party administrator, approximatel@@Q reaffirmed consents were filed,
some or all of which may be in addition to the apimately 13,800 consents filed previously.
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We have pending ten separate wage and hour adtienlsing TFM’s plants located in Lexington, Nebkas(Lopez, et al. v. Tyson Foods,
Inc., District of Nebraska, June 30, 2006), Gar@éy and Emporia, Kansas (Garcia, et al. v. Tysoads, Inc., Tyson Fresh Meats, Inc.,
District of Kansas, May 15, 2006), Storm Lake, Io{@aarp, et al. v. Tyson Foods, Inc., (N.D. lowabiriary 6, 2007), Columbus Junction,
lowa (Robinson, et al. v. Tyson Foods, Inc., d/bfaon Fresh Meats, Inc., S.D. lowa, September @@7R, Joslin, lllinois (Murray, et al. v.
Tyson Foods, Inc., C.D. lllinois, January 2, 20@3akota City, Nebraska (Gomez, et al. v. Tyson Botnt., District of Nebraska, January
16, 2008), Madison, Nebraska (Acosta, et al. v mysoods, Inc. d.b.a Tyson Fresh Meats, Inc., Ristri Nebraska, February 29, 2008),
Perry and Waterloo, lowa (Edwards, et al. v. TyBonds, Inc. d.b.a Tyson Fresh Meats, Inc., S.Daldarch 20, 2008); Council Bluffs,
lowa (Salazar, et al. v. Tyson Foods, Inc. d.bysoh Fresh Meats, Inc., S.D. lowa, April 29, 2088¢d Logansport, Indiana (Carter, et al. v.
Tyson Foods, Inc. and Tyson Fresh Meats, Inc., Mfiana, April 29, 2008); and Goodlettsville, Tessee (Cunningham v. Tyson Fresh
Meats, Inc., M.D. Tennessee, May 22, 2008). A simitage and hour action involving TFM's GoodlettsyiTennessee plant (Cunninghar
Tyson Fresh Meats, Inc., M.D. Tennessee, May 2@8RQ@vas settled. The pending ten actions allegd TdHed to pay employees for all
hours worked, including overtime compensation ffiar time it takes to change into protective workkanms, safety equipment and other
sanitary and protective clothing worn by employess] for walking to and from the changing area,knareas and break areas in violation of
the FLSA and analogous state laws. The plaintdékdack wages, liquidated damages, pre- and pdgtyent interest, attorneys’ fees and
costs. TFM filed a motion for partial summary judgmhin Garcia, based upon an injunction enterdigich v. IBP, which outlined the types
of activities at issue here that are compensaltie.Oistrict Court of Kansas denied the motion, @Rl appealed to the Tenth Circuit Court
of Appeals, arguing that the District Court’s rgjihad the effect of improperly modifying the injgion. On July 23, 2008, Tyson filed a
motion to transfer the pending actions to the @istf Kansas for consolidated pretrial proceedir@s October 9, 2008, the motion to
transfer was denied by the Judicial Panel on Misltidt Litigation. The effect of this order wasattthe stays previously entered in the
individual actions were lifted and each case hasmed and is proceeding in its original jurisdictio

On June 19, 2005, the Attorney General and theeSmgrof the Environment of the State of Oklahoitedfa complaint in the U.S. District
Court for the Northern District of Oklahoma agaiast three of our subsidiaries and six other pputtiegrators. This complaint was
subsequently amended. As amended, the complatsssnumber of state and federal causes of aatiduding, but not limited to, counts
under Comprehensive Environmental Response, Corapensand Liability Act (“CERCLA"), Resource Consation and Recovery Act
(“RCRA"), and state-law public nuisance theorieseamended complaint asserts that defendants aadhosontract growers who are not
named in the complaint polluted the surface watgmandwater and associated drinking water suppli¢ise lllinois River Watershed

("IRW") through the land application of poultrytér. Oklahoma asserts that this alleged pollutias &lso caused extensive injury to the
environment (including soils and sediments) of lR¥/ and that the defendants have been unjustlglead. Oklahoma's claims cover the
entire IRW, which encompasses more than one midiznes of land and the natural resources (incluldikgs and waterways) contained
therein. Oklahoma seeks wide-ranging relief, ingigdnjunctive relief, compensatory damages in egagf $800 million, an unspecified
amount in punitive damages and attorneys' feesadehe other defendants have denied liabilityerésd various defenses, and filed a third-
party complaint that asserts claims against otkesgns and entities whose activities may have itariéd to the pollution alleged in the
amended complaint. The district court has stayedg®dings on the third party complaint pendinglggm of Oklahoma's claims against the
defendants. On November 14, 2007, Oklahoma filetbdon under RCRA requesting a preliminary injuastto halt the land application of
poultry litter in the IRW. Oklahoma's motion fopeeliminary injunction asserted that bacteria frpoultry litter are causing an imminent and
substantial endangerment to human health and thieoement throughout the IRW. A multi-week evidemsi hearing on the preliminary
injunction was completed on March 6, 2008. On Septr 29, 2008, the court entered an order denyjiagteliminary injunction. On
October 17, 2008, Oklahoma filed a notice of appédhe district court’s denial of the preliminanjunction in the United States Court of
Appeals for the Tenth Circuit. Oral arguments iis tippeal are scheduled for March 11, 2009. Onl&@ctd1, 2008, the defendants filed a
motion to dismiss for failure to join the Cherokéation as a required party or, in the alternatigejudgment as a matter of law based on the
plaintiffs’ lack of standing. Discovery in Oklahoih&ase against defendants is ongoing. Trial iseatly scheduled for September 2009.
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NOTE 13: PENSIONS AND OTHER POSTRETIREMENT BENEFITS

Components of net periodic benefit cost for thesgmand other postretirement benefit plans reasghin the Consolidated Condensed
Statements of Operations were as follows (in mikio

Pension Benefits Other Postretiremetl
Qualified Non-Qualified Benefits

Three Months Ende Three Months Ende Three Months Ende
Dec. 27 Dec. 29 Dec. 27 Dec. 29 Dec. 27 Dec. 29

2008 2007 2008 2007 2008 2007

Service cos $ - $ - $ 1 % 1 8 - $

Interest cos 1 2 1 - 1 1
Expected return on plan ass (2) (2) - - - -
Net periodic benefit cos $ 1) $ - $ 2 % 1 3 1 $ 1

NOTE 14: INCOME TAXES

The effective tax rate for continuing operationsvs&.4% and 33.9% for the first quarter of fisoahss 2009 and 2008, respectively. The first
quarter effective tax rate was computed based thpwestimated annual effective tax rate. The estichannual rate anticipates full year
pretax income, resulting in a variation in the onsary relationship between the first quarter incaaxebenefit and the pretax loss. The
effective rate for the first quarter of fiscal 20@8s impacted by such items as state income t®a@sgestic Production Deduction, general
business credits, certain nondeductible and nohtesteems, and state and foreign valuation alloweanc

At the beginning of fiscal 2009, our unrecognizax benefits were $220 million, and the amount akangnized tax benefits, if recognized,
that would affect our effective tax rate was $78iom. There was no material change during the fitsarter of fiscal 2009 related to these
amounts.

We classify interest and penalties on unrecogniaredenefits as income tax expense. At the beginoirfiscal 2009, before tax benefits, we
had $67 million of accrued interest and penaltiesiorecognized tax benefits. There was no matehnahge during the first quarter of fiscal
20009.

As of the beginning of fiscal 2009, we are subjedhcome tax examinations for U.S. federal incdames for fiscal years 1998 through 2C
and for foreign, state and local income taxesifwal years 2001 through 2007. Within the next Weehonths, tax audit resolutions could
potentially reduce unrecognized tax benefits byraxmately $30 million, either because tax posisi@ne sustained on audit or because we
agree to their disallowance.
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NOTE 15: EARNINGS (LOSS) PER SHARE

The following table sets forth the computation asiz and diluted earnings (loss) per share (inan#l, except per share data):

Three Months Ende

December 27, 200 December 29, 20C
Numerator:
Income (loss) from continuing operatic $ (11 9 41
Less Dividends
Class A ($0.040/shar 12 11
Class B ($0.036/shar 3 3
Undistributed earnings (losse $ (1339 $ 27
Class A undistributed earnings (loss (110 22
Class B undistributed earnings (loss (23 5
Total undistributed earnings (loss: $ (1339) $ 27
Denominator
Denominator for basic earnings (loss) per sh
Class A weighted average sha 303 27¢
Class B weighted average shares, and shares
if-converted method for diluted earnings per sl 70 70
Effect of dilutive securities
Stock options and restricted stc - 6
Denominator for diluted earnings (loss) per st—
adjusted weighted average shares and assumed sioma 373 35E
Earnings (Loss) Per Share from Continuing Operati
Class A Basit $ 032 $ 0.1z
Class B Basit $ 029 ¢ 0.11
Diluted $ 037 % 0.12
Net Earnings (Loss) Per Sha
Class A Basit $ (030) % 0.1C
Class B Basi $ 0.2 $ 0.0¢
Diluted $ 030 $ 0.1C

Approximately 24 million and 10 million of our opti shares were antidilutive at December 27, 2008 xecember 29, 2007, respectively,
and were not included in the dilutive earnings gi@are calculation.

We have two classes of capital stock, Class A samckClass B stock. Cash dividends cannot be pdiditers of Class B stock unless they
are simultaneously paid to holders of Class A stdtle per share amount of cash dividends paid leh® of Class B stock cannot exceed
90% of the cash dividend paid to holders of Clasgokk.

We allocate undistributed earnings (losses) baped a 1 to 0.9 ratio per share of Class A stock@lads B stock, respectively. We allocate
undistributed earnings (losses) based on this datéoto historical dividend patterns, voting cohtroClass B shareholders and contractual
limitations of dividends to Class B stock.
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NOTE 16: COMPREHENSIVE INCOME (LOSS)

The components of comprehensive income (loss)safellaws (in millions):

Three Months Ende
December 27, 20C December 29, 200

Net income (loss $ (112) $ 34

Other comprehensive income (loss), net of
Currency translation adjustme (77 5
Postretirement benefits reserves adjustm (5) (@D}
Unrealized loss on investmet 3 -
Unrealized loss on stock warral 4) -
Net hedging unrealized gain (lo¢ (19 7
Net hedging unrealized (gain) loss reclassifieddst of sale: 9 (1)

Total comprehensive income (lo¢ $ (21)) $ 44

The related tax effects allocated to the componeint®mprehensive income (loss) are as followsriifions):

Three Months Ende
December 27, 20C December 29, 200

Income tax expense (benefi

Postretirement benefits reserves adjustm $ 5 % 1
Unrealized loss on investmet (@D} -
Net hedging unrealized gain (lo¢ 13 4
Net hedging unrealized (gain) loss reclassifieddst of sale: 6 -
Total income tax expense (bene $ 3 9% 5
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NOTE 17: SEGMENT REPORTING
We operate in four segments: Chicken, Beef, PodkRnepared Foods. We measure segment profit aatomemcome (loss).

Chicken: Chicken operations include breeding and raisirigkeims, as well as processing live chickens irgsHr frozen and value-added
chicken products and logistics operations to maeelpcts through the supply chain. Products are etadkdomestically to food retailers,
foodservice distributors, restaurant operatorsraomtommercial foodservice establishments suchtamts; hotel chains, healthcare faciliti
the military and other food processors, as wetbdaternational markets throughout the world.I$baincludes sales from allied products and
our chicken breeding stock subsidiary.

Beef: Beef operations include processing live fed cattid fabricating dressed beef carcasses into penthsub-primal meat cuts and case-
ready products. This segment also includes sabes &llied products such as hides and variety maataell as logistics operations to move
products through the supply chain. Products ar&keted domestically to food retailers, foodservics#tributors, restaurant operators and
noncommercial foodservice establishments suchtezosg, hotel chains, healthcare facilities, thatany and other food processors, as we
to international markets throughout the world. édliproducts are marketed to manufacturers of ptaeutigals and technical products.

Pork: Pork operations include processing live marketstemd fabricating pork carcasses into primal afidsimal cuts and case-ready
products. This segment also includes our live swimmeip, related allied product processing actigiied logistics operations to move prod
through the supply chain. Products are marketededtioally to food retailers, foodservice distritngtarestaurant operators and
noncommercial foodservice establishments suchtezosg, hotel chains, healthcare facilities, thatany and other food processors, as we
to international markets throughout the world. Ve allied products to pharmaceutical and technicatiucts manufacturers, as well as a
limited number of live swine to pork processors.

Prepared Foods: Prepared Foods operations include manufactundghearketing frozen and refrigerated food prodacis logistics
operations to move products through the supplyrciioducts include pepperoni, bacon, beef and jpiada toppings, pizza crusts, flour and
corn tortilla products, appetizers, prepared meslhsic foods, soups, sauces, side dishes, méwatsdisrd processed meats. Products are
marketed domestically to food retailers, foodsendistributors, restaurant operators and nonconiatidoodservice establishments such as
schools, hotel chains, healthcare facilities, thi@ary and other food processors, as well as terimational markets throughout the world.
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Information on segments and a reconciliation t@ime from continuing operations before income tares minority interest are as follows,
(in millions):

Three Months Ende

December 27, 200 December 29, 20C

Sales:

Chicken $ 2,23¢ % 2,10z

Beef 2,66: 2,861

Pork 87¢ 83¢€

Prepared Fooc 74€ 677
Total Sales $ 6,521 $ 6,47¢
Operating Income (Loss

Chicken $ (28¢) $ 48

Beef - (68)

Pork 55 79

Prepared Fooc 35 35

Other (2) -
Total Operating Income (Los (19¢) 94
Other Expens 77 32
Income (Loss) from Continuing Operations bef

Income Taxes and Minority Intere $ (275 $ 62

The Beef segment had sales of $35 million and $88min the first quarter of fiscal years 200922008, respectively, from transactions
with other operating segments. The Pork segmenskies of $125 million and $121 million in the figuarter of fiscal years 2009 and 2008,
respectively, from transactions with other ope@segments. The aforementioned sales from intersegiransactions, which were at market
prices, were excluded from the segment sales ialtbge table.
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Item 1. Financial Statements

PART I. FINANCIAL INFORMATION

TYSON FOODS, INC.

(In millions, except per share data)
(Unaudited)

Three Months Ende

CONSOLIDATED CONDENSED STATEMENTS OF INCOME

Six Months Endel

March 28, 200¢

March 29, 200¢

March 28, 200¢

March 29, 200¢

Sales $ 6,307 $ 6,33¢ 12,82¢ 12,81:
Cost of Sale: 6,054 6,021 12,557 12,18:
252 31E 271 63C
Selling, General and Administrati 20¢ 231 42t 44¢€
Other Charge 15 30 15 36
Operating Income (Los 29 54 (169) 14¢
Other (Income) Expens
Interest incomt (5) 2 9) 4)
Interest expens 74 55 137 10¢€
Other, ne! 3 (4) 21 (23)
72 49 14¢ 81
Income (Loss) from Continuing Operations bef
Income Taxes and Minority Intere (43) 5 (31¢) 67
Income Tax Expense (Benef 47 2 (10€) 23
Income (Loss) from Continuing Operatic
before Minority Interes (90) 3 (210) 44
Minority Interest - - (2) -
Income (Loss) from Continuing Operatic (90) 3 (20¢) 44
Loss from Discontinued Operation, net of (14) (8) (8) (15)
Net Income (Loss $ (104) $ (5) (21€) 29
Weighted Average Shares Outstandi
Class A Basit 302 28C 30s 28C
Class B Basit 70 70 7C 70
Diluted 373 35E 378 35E
Earnings (Loss) Per Share from Continuing Operati
Class A Basit $ (0.25) $ 0.01 (0.57) 0.12
Class B Basit $ (0.22) $ 0.01 (0.5)) 0.1z
Diluted $ (0.29) $ 0.01 (0.5€) 0.12
Loss Per Share from Discontinued Operat
Class A Basit $ (0.04) $ (0.09) (0.02) (0.05)
Class B Basit $ (0.09) $ (0.02) (0.02) (0.04)
Diluted $ (0.09) $ (0.03) (0.02) (0.0%)
Net Earnings (Loss) Per Sha
Class A Basit $ (0.29) $ (0.02) (0.59) 0.0¢
Class B Basit $ (0.26) $ (0.03) (0.59) 0.0¢
Diluted $ (0.29) $ (0.02) (0.5¢) 0.0¢
Cash Dividends Per Shai
Class A $ 0.04( $ 0.04( 0.08( 0.08(
Class B $ 0.03¢ $ 0.03¢ 0.07: 0.07Z

See accompanying Notes to Consolidated Condensed¢tal Statements.
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TYSON FOODS, INC.

CONSOLIDATED CONDENSED BALANCE SHEETS
(In millions, except share and per share data)

(Unaudited)
March 28, 200¢ September 27, 20(
Assets
Current Assets
Cash and cash equivalel 817 25C
Restricted cas 234 -
Accounts receivable, n 1,08: 1,271
Inventories 2,06¢ 2,53¢
Other current asse 162 148
Assets of discontinued operation held for ¢ - 15¢
Total Current Asset 4,36( 4,361
Restricted Cas 76 -
Net Property, Plant and Equipme 3,48¢ 3,51¢
Goodwill 2,47( 2,511
Intangible Asset 14¢ 12¢
Other Asset: 39¢ 331
Total Assett 10,93" 10,85(
Liabilities and Shareholders Equity
Current Liabilities:
Current deb 27t 8
Trade accounts payak 957 1,215
Other current liabilitie: 77¢ 87¢
Total Current Liabilities 2,01( 2,10
Long-Term Debt 3,471 2,88¢
Deferred Income Taxe 231 291
Other Liabilities 58€ 554
Shareholder Equity:
Common stock ($0.10 par valu
Class #-authorized 900 million shares, issued 322 millibares 32 32
Class E-authorized 900 million shares, issued 70 millioarsis 7 7
Capital in excess of par vali 2,16¢ 2,161
Retained earning 2,76( 3,00¢
Accumulated other comprehensive income (loss) (104 a1
4,86: 5,247
Less treasury stock, at c-
15 million shares at March 28, 2009, and Septer@BeP00E 23C 238
Total Shareholde’ Equity 4,63: 5,01¢
Total Liabilities and Sharehold¢ Equity 10,931 10,85(

See accompanying Notes to Consolidated Condensed¢tal Statements.
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TYSON FOODS, INC.

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(In millions)
(Unaudited)

Six Months Ende

March 28, 200¢

March 29, 200¢

Cash Flows From Operating Activitie

Net income (loss $ (21¢) $ 29
Depreciation and amortizatic 24t 251
Deferred income taxe (75) @
Other, ne 86 34
Net changes in working capit 367 (169)
Cash Provided by Operating Activiti 407 144
Cash Flows From Investing Activitie
Additions to property, plant and equipmi (260) (210)
Proceeds from sale of property, plant and equipt 7 19
Proceeds from sale of investme 9 21
Change in restricted cash to be used for investatiyities (76) -
Proceeds from sale of marketable secur 25 63
Purchases of marketable securi 13 (83
Proceeds from sale of discontinued opera 43 -
Acquisitions, net of cash acquir (76) -
Other, ne 4 -
Cash Used for Investing Activitie (237) (190
Cash Flows From Financing Activitie
Net borrowings (payments) on revolving credit faieis ()] 19t
Payments on del (571) (32)
Proceeds from borrowings of de 851 3
Debt issuance cos (58 -
Change in restricted cash to be used for finanaaiiyities (239) -
Purchases of treasury sha 4 (16)
Dividends (30 (28)
Change in negative book cash balar (90 (73
Stock options exercised and other, 4 4
Cash Provided by Financing Activiti 38€ 54
Effect of Exchange Rate Change on C 11 3
Increase in Cash and Cash Equivals 567 11
Cash and Cash Equivalents at Beginning of ® 25(C 42
Cash and Cash Eguivalents at End of Pe $ 817 $ 53

See accompanying Notes to Consolidated Condensed¢tal Statements.
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TYSON FOODS, INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S
(Unaudited)

NOTE 1: ACCOUNTING POLICIES

BASIS OF PRESENTATION

The consolidated condensed financial statements begn prepared by Tyson Foods, Inc. (“the Compéawe,” “us” or “our”). Certain
information and accounting policies and footnotchtisures normally included in financial statemgméepared in accordance with accoun:
principles generally accepted in the United Sthtase been condensed or omitted pursuant to sues anid regulations. Although we believe
the disclosures contained herein are adequate ke tha information presented not misleading, tlsesolidated condensed financial
statements should be read in conjunction with tiresolidated financial statements and notes thémetoded in our annual report on Form 10-
K for the fiscal year ended September 27, 2008 d&ation of consolidated condensed financial statésrequires us to make estimates and
assumptions. These estimates and assumptions effested amounts of assets and liabilities andaBsire of contingent assets and liabili

at the date of the consolidated condensed finastagments and the reported amounts of revenuksx@enses during the reporting period.
Actual results could differ from those estimates.

We believe the accompanying consolidated condefirsauaicial statements contain all adjustments nexgds present fairly our financial
position as of March 28, 2009, the results of of@na for the three and six months ended Marc2289, and March 29, 2008, and cash
flows for the six months ended March 28, 2009, lliadch 29, 2008. Results of operations and cashsfimwvthe periods presented are not
necessarily indicative of results to be expectedtfe full year.

CONSOLIDATION
The consolidated condensed financial statemenhsdadhe accounts of all wholly-owned subsidiar@syvell as majority-owned subsidiaries
for which we have a controlling interest. All sifjoant intercompany accounts and transactions baea eliminated in consolidation.

We have an investment in a joint venture, Dynamiel& LLC (Dynamic Fuels), in which we have a 50cpet ownership interest. Dynamic
Fuels qualifies as a variable interest entity uritleancial Accounting Standards Board (FASB) Intetation No. 46R “Consolidation of
Variable Interest Entities, an interpretation of B\Ro. 51" (FIN 46R). Effective June 30, 2008, weyhe consolidating Dynamic Fuels since
we are the primary beneficiary as defined by FIRR46

RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS

In September 2006, the Financial Accounting Stashsi&oard (FASB) issued Statement of Financial Aotiog Standards No. 157, “Fair
Value Measurements” (SFAS No. 157). SFAS No. 1%¥ides guidance for using fair value to measuretasmd liabilities. This standard
also requires expanded information about the extewhich companies measure assets and liabititiésir value, the information used to
measure fair value and the effect of fair value sneaments on earnings. SFAS No. 157 applies whewtiver standards require (or permit)
assets or liabilities to be measured at fair vafudghe beginning of the first quarter fiscal 2008 partially adopted SFAS No. 157 as alloy
by FASB Staff Position (FSP) 157-2, which delayeel ¢ffective date of SFAS No. 157 for nonfinaneiséets and liabilities. FSP 157-3,
“Determining the Fair Value of a Financial Asset 8ilthe Market for That Asset Is Not Active,” whiclarified the application of SFAS No.
157 in inactive markets, was issued in October 20iBwas effective with our adoption of SFAS No7 1As of the beginning of the first
quarter fiscal 2009, we have applied the provisimnSFAS No. 157 to our financial instruments ame impact was not material. Under FSP
157-2, we will be required to apply SFAS No. 150tw nonfinancial assets and liabilities at theibeig of fiscal 2010. We are currently
reviewing the applicability of SFAS No. 157 to swonfinancial assets and liabilities, as well asgbgential impact on our consolidated
financial statements.

In February 2007, the FASB issued Statement ofrfgiiah Accounting Standards No. 159, “The Fair Valyion for Financial Assets and
Financial Liabilities, including an amendment of $ Statement No. 115" (SFAS No. 159). This stateémenvides companies with an

option to report selected financial assets andlili@s, firm commitments, and nonfinancial warna@ind insurance contracts at fair value on a
contract-by-contract basis, with changes in falugaecognized in earnings each reporting
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period. When adopted at the beginning of the §jtstrter fiscal 2009, we did not elect the fair eatyption under SFAS No. 159 and,
therefore, there was no impact to our consolidfitethcial statements.

In April 2007, the FASB issued Staff Position NoINF39-1, “Amendment of FASB Interpretation No. 3%IN 39-1), which requires entities
that offset the fair value amounts recognized fmiative receivables and payables to also offeefair value amounts recognized for the
right to reclaim cash collateral with the same ¢erparty under a master netting agreement. Weeppie provisions of FIN 39-1 to our
consolidated condensed financial statements begirinithe first quarter of fiscal 2009. We did nestate the prior periods as the impact was
not material.

In March 2008, the FASB issued Statement of Firdnetcounting Standards No. 161, “Disclosures alirrivative Instruments and
Hedging Activities - an amendment of FASB Stateniémt 133" (SFAS No. 161). SFAS No. 161 establigh@sanced disclosure
requirements about: 1) how and why an entity usewative instruments; 2) how derivative instrunseand related hedged items are
accounted for under Statement 133 and its relatedpretations; and 3) how derivative instrumenmis elated hedged items affect an entity’s
financial position, financial performance and clistvs. SFAS No. 161 is effective for financial statents issued for fiscal years and interim
periods beginning after November 15, 2008; thesgfave adopted SFAS No. 161 in the second quartisaal 2009. See Note 5: Derivative
Financial Instruments for SFAS No. 161 requirecidisures.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In December 2007, the FASB issued Statement offeiahAccounting Standards No. 160, “Noncontrollingerests in Consolidated
Financial Statements” (SFAS No. 160). SFAS No. 48@nds Accounting Research Bulletin No. 51, “Caddstéd Financial Statements” to
establish accounting and reporting standards fameontrolling interest in a subsidiary and for tleeonsolidation of a subsidiary. This
statement clarifies that a noncontrolling intefest subsidiary is an ownership interest in thesotidated entity and should be reported as
equity in the consolidated financial statementhaathan in the liability or mezzanine sectionviisn liabilities and equity. SFAS No. 160
also requires consolidated net income be repottachaunts that include the amounts attributableoth the parent and the noncontrolling
interest. The impact of SFAS No. 160 will not havmaterial impact on our current Consolidated RirerStatements. SFAS No. 160 is
effective for fiscal years, and interim periodshiitthose fiscal years, beginning on or after Ddoeni5, 2008; therefore, we expect to adopt
SFAS No. 160 at the beginning of fiscal 2010.

In December 2007, the FASB issued Statement offeinbAccounting Standards No. 141R, “Business Coatibns” and in April 2009
issued FASB Staff Position SFAS 141(R)-1, “Accongtfor Assets Acquired and Liabilities Assumed iBusiness Combination That Arise
from Contingencies”dpllectively, SFAS No. 141R). SFAS No. 141R esti#is principles and requirements for how an acqinra busines
combination: 1) recognizes and measures in itsi6iizd statements identifiable assets acquiredililizgis assumed, and any noncontrolling
interest in the acquiree; 2) recognizes and meagoedwill acquired in a business combination gai from a bargain purchase; and 3)
determines what information to disclose to enakkrsiof the financial statements to evaluate ther@and financial effects of a business
combination. SFAS No. 141R is effective for busgiesmbinations for which the acquisition date isoomfter the beginning of the first
annual reporting period beginning on or after Delseni5, 2008; therefore, we expect to adopt SFASIM®R for any business combinati
entered into beginning in fiscal 2010.

In May 2008, the FASB issued Staff Position No. ARB1, “Accounting for Convertible Debt Instrumefitsat May Be Settled in Cash upon
Conversion (Including Partial Cash Settlement)”"RFSPB 14-1). FSP APB 14-1 specifies that issuexoaf/ertible debt instruments that
may be settled in cash upon conversion (includingigd cash settlement) should separately accaunhé liability and equity components in
a manner that will reflect the entity’s nonconvalgidebt borrowing rate when interest cost is racyl in subsequent periods. The amount
allocated to the equity component represents adigdo the debt, which is amortized into inteeegtense using the effective interest method
over the life of the debt. FSP APB 14-1 is effeetior financial statements issued for fiscal ydsaginning after December 15, 2008, and
interim periods within those fiscal years. Earlyption is not permitted. Therefore, we expect topadhe provisions of FSP APB 14-1
beginning in the first quarter of fiscal 2010. Tgrevisions of FSP APB 14-are required to be applied retrospectively tgatiods presente
Upon retrospective adoption, we anticipate ourctiife interest rate on our 3.25% Convertible SeNotes due 2013 will range from 8.0% to
8.50%, which would result in the recognition ofapproximate $90 million to $100 million discountttese notes with the offsetting after tax
amount recorded to capital in excess of par valte discount will be accreted until the maturitel at the effective interest rate, which will
not materially impact fiscal 2008 interest expernme,will result in an estimated $15 million to $20llion increase to our fiscal 2009 interest
expense.




In December 2008, the FASB issued FSP SFAS 132(Fgriiployers’ Disclosures about Postretirement Bigdan Assets (FSP SFAS 132
(R)-1). FSP SFAS 132(R)-1 amends SFAS No. 132([Rnployer’s Disclosures about Pensions and Other&mement Benefits,to require
additional disclosures about assets held in an@yepk defined benefit pension or other postreteatmplan. FSP SFAS 132(R)-1 is effective
for fiscal years ending after December 15, 2008, warly adoption permitted. We will adopt the thsare requirements of FSP SFAS 132
(R)-1 beginning with our fiscal 2010 annual report.

In April 2009, the FASB issued FSP SFAS 115-2, SHR28-2 and EITF 99-20-2, “Recognition and Preséntaif Other-Than-Temporary
Impairments” (FSP SFAS 115-2). FSP SFAS 115-2 pies/new guidance on the recognition and presentafian other-than-temporary
impairment for debt securities classified as atdddor-sale and held-to-maturity and provides sorew disclosure requirements for both
debt and equity securities. FSP SFAS 115-2 is &ffefor interim and annual periods ending aftanel@5, 2009, with early adoption
permitted for periods ending after March 15, 2002 will adopt FSP SFAS 115-2 in the third quartefiscal 2009. We do not expect the
adoption will have a significant impact on our coligated financial statements.

In April 2009, the FASB issued FSP SFAS 157-4, @etining Fair Value When the Volume and Level otigity for the Asset or Liability
has Significantly Decreased and Identifying Tratisas that are Not Orderly” (FSP SFAS 157-4). F$#AS 157-4 provides additional
guidance for estimating the fair value of assetslabilities within the scope of SFAS No. 157 irmrkets that have experienced a significant
reduction in volume and activity in relation to nal activity. FSP SFAS 157-4 is effective for imterand annual periods ending after June
15, 2009, with early adoption permitted for periedsling after March 15, 2009. We will adopt FSP SH&7-4 in the third quarter of fiscal
2009. We do not expect the adoption will have aifizant impact on our consolidated financial sta¢sits.

In April 2009, the FASB issued FSP SFAS 107-1 afdBA&8-1, “Interim Disclosures About Fair Value ah&ncial Instruments” (FSP SFAS
107-1). FSP SFAS 107-1 amends SFAS No. 107, “Dsscks about Fair Values of Financial Instrumentsl Accounting Principles Board
Opinion No. 28, “Interim Financial Reporting,” tequire disclosures about fair value of financiatioments in interim financial statements.
FSP SFAS 107-1 is effective for interim periodsiagdfter June 15, 2009, with early adoption peedifor periods ending after March 15,
2009. We will adopt the disclosure requirements®P SFAS 107-1 in the third quarter of fiscal 2009.

NOTE 2: ACQUISITIONS

In October 2008, we acquired three vertically indéégd poultry companies in southern Brazil, whittiuded Macedo Agroindustrial, Avica
Itaiopolis and Frangobras. The aggregate purchédse was $67 million, which includes $17 million miandatory deferred payments to be
made through 2011. In addition, we have $11 milbdeontingent purchase price based on productidmrwes payable through fiscal 2010.
The preliminary purchase price includes $24 milladlocated to Goodwill and $8 million allocateditbangible Assets. We expect these
companies will have sales of approximately $85-88illon in fiscal 2009.

NOTE 3: DISCONTINUED OPERATION

In June 2008, we executed a letter of intent withP$ods Inc. (XL Foods) to sell the beef processaaitle feed yard and fertilizer assets of
three of our Alberta, Canada subsidiaries (coletyi, Lakeside), which were part of our Beef segmenMarch 2009, we completed the sale
and sold these assets and related inventoriestdrdonsideration of $145 million. This includex) €ash received at closing of $43 million,
(b) $78 million of collateralized notes receivaliiem either XL Foods or an affiliated entity to bellected throughout the next two years and
(c) $24 million of XL Foods Preferred Stock to leeleemed over the next five years. In addition twsitteration received from XL Foods, we
also have approximately $12 million of net casHowt expected from clearing receivable and payhalances.

We recorded a pretax loss on sale of Lakeside @fillion, which included goodwill of $59 millioras well as currency translation
adjustment gains of $37 million.




The following is a summary of Lakeside’s operatiagults (in millions):

Three Months Ende Six Months Ende
March 28, March 29, March 28, March 29,
2009 2008 2009 2008
Sales $ 210 $ 276 $ 461 $ 566
Pretax income (loss) from discontinued
operatior $ 1 $ (13) $ 11 $ (23)
Loss on sale of discontinued operat (20) - (20) -
Income tax expense (benel 5 (5) 9 (8)
Loss from discontinued operatir $ (14) $ (8) $ (8) $ (15)
1. Operating results for the three and six months @émdarch 28, 2009, included all activity for the joels up to the date of sale, which occurred on

March 13, 2009

The carrying amounts of Lakeside’s assets helddte included the following (in millions):

September 27, 20(

Assets of discontinued operation held for s

Inventories $ 82
Net property, plant and equipme 77
Total assets of discontinued operation held fog $ 15¢

NOTE 4: DISPOSITIONS AND OTHER CHARGES

On March 27, 2009, we announced the decision eobwur Ponca City, Oklahoma, processed meats fjlaatplant is expected to cease
operation sometime in our fourth fiscal quarte2009. The closing will result in the eliminationafproximately 600 jobs. During the sect
quarter of fiscal 2009, we recorded charges of@ilkon, which included $14 million for estimatedhpairment charges and $1 million of
employee termination benefits. The charges areaeftl in the Prepared Foods segment’s Operatimgrie@nd included in the Consolidated
Condensed Statements of Income in Other Chargemaferial adjustments to the accrual are anticihate

On February 29, 2008, we announced discontinuati@m existing product line and closing of one of three poultry plants in Wilkesboro,
North Carolina. The Wilkesboro cooked products paased operations in April 2008. The closureltegun elimination of approximate
400 jobs. In the second quarter of fiscal 2008r@o®rded charges of $13 million for estimated impant charges. This amount is reflected
in the Chicken segment’s Operating Income (Loss)iaaluded in the Consolidated Condensed Statenoémteome in Other Charges.

On January 25, 2008, we announced the decisiagstaucture operations at our Emporia, Kansas, filaef. Beef slaughter operations ceased
during the second quarter of fiscal 2008. Howetre facility is still used to process certain condityy specialty cuts and ground beef, as
well as a cold storage and distribution warehollikés restructuring resulted in elimination of apgmately 1,700 jobs at the Emporia plant.

In the second quarter of fiscal 2008, we recordetges of $10 million for estimated impairment gfearand $7 million of other closing

costs, consisting of $6 million for employee teration benefits and $1 million in other plant-clapirelated liabilities. These amounts were
reflected in the Beef segment’s Operating Inconas$l) and included in the Consolidated CondensddrBémts of Income in Other Charges.
We have fully paid employee termination benefitd ather plant-closing related liabilities.

In the first quarter of fiscal 2008, we recordedbd8 million non-operating gain as the result pfiaate equity firm’s purchase of a
technology company in which we held a minority iett. This gain was recorded in Other Income inGbasolidated Condensed Statements
of Income.




In the first quarter of fiscal 2008, managementrappd plans for implementation of certain recomnagiwths resulting from the previously
announced FAST initiative, which was focused orcpss improvement and efficiency creation. As altgisuthe first quarter of fiscal 2008,
we recorded charges of $6 million related to em@éotermination benefits resulting from terminatidrapproximately 200 employees. Of
these charges, $2 million, $2 million, $1 millionda$1 million, respectively, were recorded in tHadRen, Beef, Pork and Prepared Foods
segments’ Operating Income (Loss) and includetiénGonsolidated Condensed Statements of Incoméhier ©harges. We have fully paid
the related employee termination benefits.

NOTE 5: DERIVATIVE FINANCIAL INSTRUMENTS

Our business operations give rise to certain margktexposures mostly due to changes in commauiites, foreign currency exchange rates
and interest rates. We manage a portion of theke tihrough the use of derivative financial instemts, primarily futures and options, to
reduce our exposure to commodity price risk, faragrrency risk and interest rate risk. Forwardti@ats on various commodities, including
grains, livestock and energy, are primarily enténdéol to manage the price risk associated withdaséed purchases of these inputs used i
production processes. Foreign exchange forwardacistare entered into to manage the fluctuatioffisreign currency exchange rates,
primarily as a result of certain receivable andgtdg balances. We also periodically utilize interage swaps to manage interest rate risk
associated with our variable-rate borrowings.

Our risk management programs are reviewed by oardof Directors’ Audit Committee. These programes monitored by senior
management and may be revised as market conddiotage. Our current risk management programszetilidustry-standard models that
take into account the implicit cost of hedging.kRiassociated with our market risks and those etdday derivative instruments and the mark-
to-market valuations are strictly monitored attifies, using value-at-risk and stress tests. Cristlis associated with our derivative contracts
are not significant as we minimize counterpartyaganrations, utilize margin accounts or letter refdits, and primarily deal with
counterparties with solid credit. Additionally, oderivative contracts are mostly short-term in tioraand we do not make use of credit-risk-
related contingent features. No significant coneitns of credit risk existed at March 28, 2009.

Statement of Financial Accounting Standards No, 188counting for Derivative Instruments and Hedgictivities,” as amended (SFAS
No. 133(R)), requires companies recognize all @éirre instruments as either assets or liabilitigfaia value in the Consolidated Conden:
Balance Sheets. The accounting for changes inathgdlue (i.e., gains or losses) of a derivativa&riument depends on whether it has been
designated and qualifies as part of a hedgingioalstiip and the type of hedging relationship. loise derivative instruments that are
designated and qualify as hedging instruments, esggdate the hedging instrument based upon thesarpbeing hedged (i.e., fair value
hedge, cash flow hedge, or hedge of a net investmenforeign operation). We qualify, or designatalerivative financial instrument as a
hedge when contract terms closely mirror thoséefedged item, providing a high degree of riskictidn and correlation. If a derivative
instrument is accounted for as a hedge, as defipe&®FAS No. 133(R), depending on the nature ohtaige, changes in the fair value of the
instrument either will be offset against the chaimgair value of the hedged assets, liabilitiedion commitments through earnings, or be
recognized in other comprehensive income (losd) tnet hedged item is recognized in earnings. Tedféctive portion of an instrument’s
change in fair value is recognized immediately. #&signate certain forward contracts as follows:

° Cash Flow Hedges — include certain commodity fodsamtracts of forecasted purchases (i.e., graind)certain
foreign exchange forward contrac

° Fair Value Hedge- include certain commodity forward contracts of frasted purchases (i.e., livestoc

° Net Investment Hedges — include certain foreigmenay forward contracts of permanently investedtahm
certain foreign subsidiarie

Cash flow hedges
Derivative instruments, such as futures and optiaresdesignated as hedges against changes imthentiof future cash flows related to

procurement of certain commodities utilized in ptwduction processes. We do not purchase forwardradity contracts in excess of our
physical consumption requirements and generallgatdiedge forecasted transactions beyond 12 mohtiesobjective of these hedges is to
reduce the variability of cash flows associatedlite forecasted purchase of those commoditiestheaderivative instruments we designate
and qualify as a cash flow hedge, the effectiveiponf the gain or loss on the derivative is répdras a component of other comprehensive
income and reclassified into earnings in the saem®g@ or periods during which the hedged transadifects earnings. Gains and losses on
the derivative representing either hedge ineffectéss or hedge components
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excluded from the assessment of effectivenessamgnized in earnings in the current period. Ireffeness related to our cash flow hedges
was not significant for the three and six monthdeghMarch 28, 2009, and March 29, 2008.

As of March 28, 2009, we had the following aggredatotionals of outstanding forward contracts anted for as cash flow hedges:

Notional Volume

Commodity:
Corn 8 million bushels
Soy mea 32,800 ton:

The net amount of pretax losses in accumulated otiraprehensive income (loss) as of March 28, 268Bected to be reclassified into
earnings within the next 12 months was $26 millibaring the three and six months ended March 2892@e did not reclassify any pretax
gains/losses into earnings as a result of the disugance of cash flow hedges due to the probghiii original forecasted transaction would
not occur by the end of the originally specifieti¢i period or within the additional period of timwed by SFAS No. 133(R).

The following table sets forth the pretax impactash flow hedge derivative instruments on the Glidiasted Condensed Statements of
Income for the three and six months ended Marct2@89 (in millions):

Gain/(Loss) Consolidated Condens: Gain/(Loss)
Recognized in OC Statements of Inconr Reclassified fron
on Derivatives Classification AOCI to Earnings
March 28, 200! March 28, 200!
3 Months 6 Months 3 Months 6 Months
Cash Flow Hedge - Derivatives
designatel
as hedging instruments under SFAS
133:
Commodity contract $(22) $(61) Cost of Sale: $(29) $(44)
Foreign exchange contrac (1) 9 Other Income/Expens - 7
Total $(23) $(52) $(29) $(37)
1. OCI - Other Comprehensive Income; AO- Accumulated Other Comprehensive Inco

Fair value hedges
We designate certain futures contracts as fairevhkdges of firm commitments to purchase livesfocklaughter. Our objective of these

hedges is to minimize the risk of changes in falue created by fluctuations in commodity pricesoagted with fixed price livestock firm
commitments. As of March 28, 2009, we had the feitey aggregated notionals of outstanding forwanatiaets entered into to hedge
forecasted commodity purchases which are accodatexs a fair value hedge:

Notional Volume

Commodity:
Live Cattle 146 million poundk
Lean Hogs 90 million pound:s

For these derivative instruments that we desigaatequalify as a fair value hedge, the gain or tysthe derivative, as well as the offsetting
gain or loss on the hedged item attributable taheeged risk, are recognized in earnings in theeatiperiod. We include the gain or loss on
the hedged items (i.e., livestock purchase firm maments) in the same line item, cost of salesha®ffsetting gain or loss on the related
livestock forward position.




in millions

Consolidated Condens:i

Statements of Inconr March 28, 2009

Classification 3 months 6 months

Gain/(loss) on forward Cost of Sale: $47 $115
Gain/(loss) on purchase contri Cost of Sale: 47 (115)

Ineffectiveness related to our fair value hedges mat significant for the three and six months enllarch 28, 2009, and March 29, 2008.

Foreign net investment hedges

We utilize forward foreign exchange contracts tot@ct the value of our net investments in certaieifyn subsidiaries. For derivative
instruments that are designated and qualify aslgenef a net investment in a foreign currency ghi@ or loss is reported in other
comprehensive income as part of the cumulativestation adjustment to the extent it is effectivéthwhe related amounts due to or from
counterparties included in other liabilities or etlassets. We utilize the forward-rate method séssing hedge effectiveness. Any ineffective
portions of net investment hedges are recognizéiterConsolidated Condensed Statements of Incomiegdine period of change.
Ineffectiveness related to our foreign net investhiedges was not significant for the three andrgixths ended March 28, 2009, and March
29, 2008. As of March 28, 2009, we had approxinye#8b million aggregate outstanding notionals exlab our forward foreign currency
contracts accounted for as foreign net investmedgés.

The following table sets forth the pretax impacttedse derivative instruments on the Consolidatead@nsed Statements of Income for the
three and six months ended March 28, 2009 (in onid):

Gain/(Loss) Consolidated Condens: Gain/(Loss)
Recognized in OC Statements of Inconr Reclassified fron
on Derivatives Classification AOCI to Earnings
March 28, 200¢ March 28, 200¢
3 Months 6 Months 3 Months 6 Months
Net Investment Hedg- Derivatives
designated as hedging instrume
under SFAS 132
Foreign exchange contrac $(5) $(1) Other Income/Expens $- $-
1. Amounts reclassified from AOCI relate to the sdl@ar Lakeside discontinued operation; amountseel& hedge ineffectiveness were not signific

Undesignated positions

In addition to our designated positions, we alsldl imrward and option contracts for which we do apply hedge accounting. These include
certain derivative instruments related to commaediprice risk, including grains, livestock and gyeforeign currency risk and interest rate
risk. We mark these positions to fair value throeghnings at each reporting date. We generallyod@mter into undesignated positions
beyond 18 months. Our undesignated positions pilyriaclude grains, energy, livestock and foreignrency forwards and options.

The objective of our undesignated grains, energlyliaastock commodity positions is to reduce thgatlzlity of cash flows associated with
the forecasted purchase of certain grains, enardyiwestock inputs to our production processes.alge enter into certain forward sales of
boxed beef and boxed pork and forward purchaseatté and hogs at fixed prices. The fixed pridesaontracts lock in the proceeds from a
sale in the future and the fixed cattle and hoglpases lock in the cost. However, the cost ofittesiock and the related boxed beef and
boxed pork market prices at the time of the salgunchase could vary from this fixed price. As wéee into fixed forward sales of boxed kt
and boxed pork and forward purchases of cattlehagd, we also enter into the appropriate numbévedtock futures positions to mitigate a
portion of this risk. Changes in market value @& tpen livestock futures positions are marked tcketand reported in earnings at each
reporting date, even though the economic impaouofixed prices being above or below the marketepis only realized at the time of sale
or purchase. These
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positions generally do not qualify for hedge treamtndue to location basis differences between ¢iheneodity exchanges and the actual
locations when we purchase the commodities.

We have a foreign currency cash flow hedging pnogt@ hedge portions of forecasted transactionsméraied in foreign currencies,
primarily with forward contracts, to protect agdittee reduction in value of forecasted foreign enoy cash flows. Our undesignated foreign
currency positions generally would qualify for cdldw hedge accounting. However, to reduce earnuuggtility, we normally will not elect
hedge accounting treatment when the position pesvah offset to the underlying related transaction.

The objective of our undesignated interest ratgpsw&o manage interest rate risk exposure onaifig-rate bond. Our interest rate swap
agreement effectively modifies our exposure torggerate risk by converting a portion of the flogtrate bond to a fixed rate basis for the
next five years, thus reducing the impact of therigst-rate changes on future interest expenss.iftarest rate swap does not qualify for
hedge treatment due to differences in the undeyligond and swap contract interest-rate indices.

As of March 28, 2009, we had the following aggregaitstanding notionals related to our undesignatsitions:

Notional Volume

Commodity:

Corn 28 million bushels

Soy mea 347,300 ton:

Live Cattle 213 million pound:

Lean Hogs 1 million pounds

Natural Gas 2,870 billion British Thermal Unit
Foreign Currenc! $98 million United States dolla
Interest Ratt $68 million average monthly notional de

Included in our undesignated positions are cedainmodity grain positions (which do not qualify foedge treatment) we enter into to
manage the risk of costs associated with forwalekga certain customers for which sales priceslatermined under coptus arrangement
These unrealized positions totaled losses of $#&mand $24 million at March 28, 2009, and Sepbem27, 2008, respectively. When these
positions are liquidated, we expect any realizadsgar losses will be reflected in the prices @& goultry products sold. Since these derive
positions do not qualify for hedge treatment, thetyally create volatility in our earnings assaeid with mark-to-market changes. However,
once the positions are liquidated and includedhéndales price to the customer, there is ultimatelgarnings impact as any previous mark-to-
market gains or losses are included in the pri€éiseopoultry products.

The following table sets forth the pretax impacttedse derivative instruments on the Consolidatead@nsed Statements of Income for the
three and six months ended March 28, 2009 (in onid):

Consolidated Condens:i Gain/(Loss)
Statements of Inconr Recognize(
Classification in Earnings

March 28, 200¢
3 Months 6 Months

Derivatives not designated as hedc
instruments under SFAS 1%

Commodity contract Sales $(7) $(22)
Commodity contract Cost of Sale: (27) a74)
Foreign exchange contrac Other Income/Expens 6 9
Interest rate contrac Interest Expens - 3
Total $(28) $(184)
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The following table sets forth the fair value dfdgrivative instruments outstanding in the Corgatd Condensed Balance Sheet as of v
28, 2009 (in millions):

March 28, 200¢

Balance Shee Fair
Classification Value
Derivative Assets:
Derivatives designated as hedg
instruments under SFAS 13
Commodity contract Other current asse $17
Total derivative asse- designate( 17
Derivatives not designated as hedc
instruments under SFAS 13
Commodity contract Other current asse 12
Foreign exchange contrac Other current asse 2
Total derivative asse— not designate 14
Total derivative asse $31
Derivative Liabilities:
Derivatives designated as hedg
instruments under SFAS 13
Commodity contract Other current liabilitie $6
Foreign exchange contrac Other current liabilitie 6
Total derivative liabilities— designatet 12
Derivatives not designated as hedc
instruments under SFAS 1<
Commodity contract Other current liabilitie 81
Foreign exchange contrac Other current liabilitie 1
Interest rate contrac Other current liabilitie: 3
Total derivative liabilitie— not designate 85
Total derivative liabilities $97
1. Our derivative assets and liabilities are preseirtenir Consolidated Condensed Balance Sheetsen lzasis. We net derivative assets and

liabilities, including cash collateral in accordaneith FIN 39-1, when a legally enforceable masttting arrangement exists between the
counterparty to a derivative contract and us. Sete N1: Fair Value Measurements for a reconcilmtmamounts reported in the Consolidated
Condensed Balance She
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NOTE 6: INVENTORIES
Processed products, livestock and supplies and othentories are valued at the lower of cost orketa Cost includes purchased raw

materials, live purchase costs, growout costs @ilgnfeed, contract grower pay and catch and basts), labor and manufacturing and
production overhead related to the purchase arlptmn of inventories. Total inventory consiststoé following (in millions):

March 28, 200¢ September 27, 20(

Processed product

Weighte-average metho- chicken and prepared foo $ 697 $ 92C
First-in, first-out methoc- beef and porl 39¢ 571
Livestock- first-in, first-out methoc 617 701
Supplies and othe- weighte-average metho 351 34¢€
Total inventory $ 2,06 $ 2,53¢

NOTE 7: PROPERTY, PLANT AND EQUIPMENT

The major categories of property, plant and equiiraed accumulated depreciation, at cost, arelsvio (in millions):

March 28, 200¢ September 27, 20(

Land $ 95 3 89
Buildings and leasehold improveme 2,47: 2,44(
Machinery and equipme 4,56¢ 4,38
Land improvements and oth 21t 21C
Buildings and equipment under construct 28€ 352

7,63¢ 7,47:
Less accumulated depreciati 4,15( 3,954
Net property, plant and equipme $ 348/ $ 3,51¢

NOTE 8: OTHER CURRENT LIABILITIES
Other current liabilities are as follows (in mittis):

March 28, 200¢ September 27, 20(

Accrued salaries, wages and bene $ 22 $ 25¢
Selfinsurance reserve 227 23€
Other 32€ 388
Total other current liabilitie $ 77¢  $ 87¢€

NOTE 9: COMMITMENTS

We guarantee debt of outside third parties, whictolve a lease and grower loans, all of which atestantially collateralized by the
underlying assets. Terms of the underlying debecperiods up to nine years, and the maximum pialearhount of future payments as of
March 28, 2009, was $57 million. We also maintgiermating leases for various types of equipment,esofwhich contain residual value
guarantees for the market value of the underlyéragéd assets at the end of the term of the lehsdelims of the lease maturities cover
periods up to seven years. The maximum potentialuatnof the residual value guarantees is $57 millad which $23 million would be
recoverable through various recourse provisionsamndndeterminable recoverable amount based daith@arket value of the underlying
leased assets. The likelihood of material paymender these guarantees is not considered probstiarch 28, 2009, and September 27,
2008, no material liabilities for guarantees weseorded.
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NOTE 10: LONG-TERM DEBT

The major components of long-term debt are asval(in millions):

March 28, 200¢  September 27, 20(

Revolving credit facility— expires March 201 $ -

Revolving credit facility— terminated March 200 $ =
Accounts receivable securitization facil- terminated March 200 -
Senior notes

7.95% Notes due February 2010 (2010 N¢ 234 234
8.25% Notes due October 2011 (2011 No 961 99¢
3.25% Convertible senior notes due October 20133 2otes, 45¢ 45¢
10.50% Senior notes due March 2014 (2014 Nc 752 -
7.85% Senior notes due April 2016 (2016 No 96( 96(
7.00% Notes due May 20: 17z 17z
7.125% Senior notes due February 2 9 9
7.00% Notes due January 2C 27 27
GO Zone ta-exempt bonds due October 2033 (0.35% at 3/2¢ 10C -
Other 79 38
Total debt 3,75z 2,89¢
Less current det 27¢ 8
Total lon¢-term debi $ 3,471 $ 2,88¢

Revolving Credit Facility

We entered into a new revolving credit facilityNtarch 2009 totaling $1.0 billion that supports skterm funding needs and letters of credit,
which replaced the revolving credit facility schéstito expire in September 2010. Loans made umigfdcility will mature and the
commitments thereunder will terminate in March 20d2wever, if our 2011 Notes are not refinancedcpased or defeased prior to July 3,
2011, the outstanding loans under this facility wihture on and commitments thereunder will tertsran July 3, 2011. We incurred
approximately $30 million in transaction fees whigitl be amortized over the three-year life of tfasility.

Availability under this facility, up to $1.0 billim will be based on a percentage of certain ekgibteivables and eligible inventory and wil
reduced by certain reserves. After reducing thewarnavailable by outstanding letters of credit, éineount available for borrowing under this
facility at March 28, 2009, was $621 million. At kt¢h 28, 2009, we had outstanding letters of crtediling approximately $379 million,
none of which were drawn upon, issued primarilgupport of workers’ compensation insurance progratesvative activities and Dynamic
Fuels’ GO Zone tax-exempt bonds.

This facility is fully and unconditionally guaramete on a senior secured basis by substantiallyf aliodomestic subsidiaries. The guarantors’
cash, accounts receivable, inventory and procesmsved related to these items secure our obligatimder this facility. These assets totaled
$3.4 billion at March 28, 2009.

Accounts Receivable Securitization Facility
With the entry into the new revolving credit fagjiland issuance of the 2014 Notes in March 200%epaid all outstanding borrowings uni
and terminated this facility.

2013 Notes
In September 2008, we issued $458 million princgrabunt 3.25% convertible senior unsecured notesatitober 15, 2013, with interest
paid semi-annually in arrears on April 15 and Oetabb. The conversion rate initially is 59.1935rslsa0f Class A

14




stock per $1,000 principal amount of notes, whichquivalent to an initial conversion price of 8%per share of Class A stock. The 2013
Notes may be converted before the close of busimessily 12, 2013, only under the following circuares

° during any fiscal quarter after December 27, 20Be last reported sale price of our Class A ktioe at least 20 trading
days during a period of 30 consecutive trading aaging on the last trading day of the precediagdii quarter is at least
130% of the applicable conversion price on eachieadge trading day (which would currently requaer shares to trade
at or above $21.96); (

° during the five business days after any 10 consextriading days (measurement period) in whichtthding price per
$1,000 principal amount of notes for each tradiag of the measurement period was less than 98#eqfroduct of the
last reported sale price of our Class A stock &edapplicable conversion rate on each such de

° upon the occurrence of specified corporate eventiefined in the supplemental indentt

On and after July 15, 2013, until the close of bess on the second scheduled trading day immegdjatteteding the maturity date, holders
may convert their notes at any time, regardlesheforegoing circumstances. Upon conversion, wedgliver cash up to the aggregate
principal amount of the 2013 Notes to be conveated shares of our Class A stock in respect ofghwimder, if any, of our conversion
obligation in excess of the aggregate principal amof the 2013 Notes being converted. As of M&8h2009, none of the conditions
permitting conversion of the 2013 Notes had bedésfwa.

The 2013 Notes were accounted for as a combin#&aimsnt pursuant to EITF Issue 90-19, “Convert®émds with Issuer Option to Settle
for Cash upon Conversion.” Accordingly, we accodrft the entire agreement as one debt instrumesduse the conversion feature does
not meet the requirements to be accounted for aggparas a derivative financial instrument.

In connection with the issuance of the 2013 Noatesentered into separate convertible note hedgedcdions with respect to our common
stock to minimize the potential economic dilutiggon conversion of the 2013 Notes. We also enteredsieparate warrant transactions. We
recorded the purchase of the note hedge transa@®a reduction to capital in excess of par valakof $36 million pertaining to the related
deferred tax asset, and we recorded the procedts @farrant transactions as an increase to capieadcess of par value. Subsequent cha
in fair value of these instruments are not recogphin the financial statements as long as theunstnts continue to meet the criteria for
equity classification.

We purchased call options in private transaction$94 million that permit us to acquire up to apgmately 27 million shares of our Class
stock at an initial strike price of $16.89 per shaubject to adjustment. The call options allowwouacquire a number of shares of our Class A
stock initially equal to the number of shares €3l A stock issuable to the holders of the 201&&Nopon conversion. These call options
terminate upon the maturity of the 2013 Notes.

We sold warrants in private transactions for tptalceeds of $44 million. The warrants permit thechasers to acquire up to approximately
27 million shares of our Class A stock at an ihiteercise price of $22.31 per share, subject josathent. The warrants are exercisable on
various dates from January 2014 through March 2014.

The maximum amount of shares that may be issusedtisfy the conversion of the 2013 Notes is limi@&5.9 million shares. However, the
convertible note hedge and warrant transactionsffact, increase the initial conversion pricelwf 2013 Notes from $16.89 per share to
$22.31 per share, thus reducing the potential éutaonomic dilution associated with conversiorhef2013 Notes. If our share price is below
$22.31 upon conversion of the 2013 Notes, thene isconomic net share impact. Upon conversion% ib@rease in our share price above
the $22.31 conversion price would result in thedsee of 2.5 million incremental shares. The 2008Bbl and the warrants could have a
dilutive effect on our earnings per share to thiemtxthe price of our Class A stock during a gimegasurement period exceeds the respective
exercise prices of those instruments. The calbogtiare excluded from the calculation of dilutexhimys per share as their impact is anti-
dilutive.

2014 Notes

In March 2009, we issued $810 million of senioremsed notes, which will mature in March 2014. &4 Notes carry a 10.50% interest
rate, with interest payments due semi-annually @md 1 and September 1. After the original isssedlint of $59 million, based on an issue
price of 92.756% of face value, we received neteeds of $751 million. In addition, we incurredesffig expenses of $18 million. We used
the net proceeds towards the repayment of our Wwamgs under the accounts receivable securitizdtioitity and for other general corporate
purposes. We also placed $234 million of the netgeds in a
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blocked cash collateral account which will be uB'dhe payment, prepayment, repurchase or defeaszfithe 2010 Notes. These proceeds
are recorded in Restricted Cash-Short Term in thresGlidated Condensed Balance Sheets. The 2014 Batdully and unconditionally
guaranteed by substantially all of our domesticsgliries.

The 2014 Notes were offered pursuant to Rule 144the Securities Act of 1933. Pursuant to a regtiin rights agreement with the initial
purchasers, we agreed to file a registration stamenvith respect to a registered offer to exchahge2014 Notes for an issue of registered
notes with identical terms (2014 Exchange Notdayel fail to complete the registered offering paing for the exchange of the 2014
Exchange Notes for all 2014 Notes by Septembe2@09, interest will accrue on the principal amoainthe 2014 Notes at an additional
annual rate of 0.25% with respect to each subse@@eday period, up to a maximum additional anmate of 1.0% thereafter. We expect to
complete the registration and exchange processtorideptember 30, 2009, and accordingly haveewmrded a liability for the registration
payment arrangement.

2016 Notes

The 2016 Notes carried an interest rate at issuai8860%, with an interest step up feature depende their credit rating. On November !
2008, Moody'’s Investor Services, Inc. downgradeddiedit rating from “Bal” to “Ba3.” This downgradereased the interest rate from
7.35% to 7.85%, effective beginning with the sixatiointerest payment due April 1, 2009.

GO Zone TaxExempt Bonds

In October 2008, Dynamic Fuels received $100 millio proceeds from the sale of Gulf Opportunity &dax-exempt bonds made available
by the federal government to the regions affecteHilrricanes Katrina and Rita in 2005. These flogitiate bonds are due October 1, 203
November 2008, we entered into an interest rate selated to these bonds to mitigate our interst risk on a portion of the bonds for fi
years. We issued a letter of credit as a guardotabe entire bond issuance. The proceeds fronbdinel issuance can only be used tow:

the construction of the Dynamic Fuels’ facility. @ardingly, the unused proceeds are recorded inriRest Cash-Long Term in the
Consolidated Condensed Balance Sheets. We exgeghtised proceeds will be used fully during cale2889.

Debt Covenants

Our revolving credit facility contains affirmativand negative covenants that, among other thingg limé or restrict our ability to: create

liens and encumbrances; incur debt; merge, disslidugdate or consolidate; make acquisitions anegstments; dispose of or transfer assets;
pay dividends or make other payments in respectiptapital stock; amend material documents; ch#img@aature of our business; make
certain payments of debt; engage in certain traimsecwith affiliates; and enter into sale/leasébachedging transactions, in each case,
subject to certain qualifications and exceptiohavhilability under this facility is less than tiyeeater of 15% of the commitments and $150
million, we will be required to maintain a minimuired charge coverage ratio.

Our 2014 Notes also contain affirmative and negatiwvenants that, among other things, may limiestrict our ability to: incur additional
debt and issue preferred stock; make certain imessts and restricted payments; create liens; creatactions on distributions from
restricted subsidiaries; engage in specified salessets and subsidiary stock; enter into traiwactvith affiliates; enter new lines of
business; engage in consolidation, mergers andsattons; and engage in certain sale/leasebackactions.

Condensed Consolidating Financial Statements

Tyson Fresh Meats, Inc. (TFM), our wholtyvned subsidiary, has fully and unconditionally iguieed the 2016 Notes. TFM and substan

all of our wholly-owned domestic subsidiaries, h&ué/ and unconditionally guaranteed the 2014 Nofehe following financial information
presents condensed consolidating financial statesnehich include Tyson Foods, Inc. (TFI Parent)sdn Fresh Meats, Inc. (TFM Parent);
the other 2014 Notes' guarantor subsidiaries (Guars) on a combined basis; the elimination entnissessary to reflect TFM Parent and the
Guarantors, which collectively represent the 20b4el' total guarantor subsidiaries (2014 Guarantorsa combined basis; the 2014 Notes'
non-guarantor subsidiaries (Non-Guarantors) onnaboeed basis; the elimination entries necessacptsolidate the TFI Parent, the 2014
Guarantors and the Non-Guarantors; and Tyson Fdoclspn a consolidated basis, and is providechaatarnative to providing separate
financial statements for the guarantor(s). Cenpaior period amounts have been recast to confortim euirrent year presentation and to reflect
the legal subsidiary ownership structure as of R4he&009.
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Condensed Consolidating Statement of Income fothttree months ended March 28, 2(

in millions

2014 Guarantor

Non-
TFI TFM Guar- Elimin- Sut- Guar Elimin-
Pareni Pareni antors ations total antors ations Total
Net Sale: $2 $3,319  $2,997 $(176) $6,140 $171 $(6) $6,307
Cost of Sale: 5 3,226 2,850 (176) 5,900 155 (6) 6,054
3) 93 147 - 240 16 - 253
Operating Expense
Selling, general and administrati 31 49 113 - 162 16 - 209
Other charge - - 15 - 15 - - 15
Operating Income (Los! (34) 44 19 - 63 - - 29
Other (Income) Expens
Interest expense, n 60 - 4 - 4 5 - 69
Other, ne (1) 2) 1 - Q) 5 - 3
Equity in net earnings of
subsidiaries (32) 11 32 (15) 28 (4) 8 -
27 9 37 (15) 31 6 8 72
Income (Loss) from Continuing
Operations before Income Taxes
and Minority Interes (61) 35 (18) 15 32 (6) (8) (43)
Income Tax Expense (Benei 49 7 (9) - (2) - - 47
Income (Loss) from Continuin
Operations before Minority Intere (110) 28 (9) 15 34 (6) (8) (90)
Minority Interest 1 - - - - (1) - -
Income (Loss) from Continuing
Operations (112) 28 9) 15 34 (5) (8) (90)
Income (Loss) from Discontinued
Operation 7 - - - - (21) - (14)
Net Income (Loss $(104) $28 $(9) $15 $34 $(26) $(8) $(104)
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Condensed Consolidating Statement of Income fothtttee months ended March 29, 2( in millions
2014 Guarantor
Non-
TFI TFM Guar Elimin- Sut- Guar- Elimin-
Pareni Pareni antors ations total antors ations Total
Net Sale: $(9) $3,633  $2,766 $(192) $6,207 $135 $3 $6,336
Cost of Sale: 54 3,511 2,556 (192) 5,875 89 3 6,021
(63) 122 210 - 332 46 - 315
Operating Expense
Selling, general and administrati 29 51 139 - 190 12 - 231
Other charge - 17 13 - 30 - - 30
Operating Income (Los! (92) 54 58 - 112 34 - 54
Other (Income) Expens
Interest expense, n 48 6 5 - 11 (6) - 53
Other, ne 1 - (2) - (2) 3) - (4)
Equity in net earnings of
subsidiaries (86) (16) - 12 (4) (3) 93 -
(37) (20) 3 12 5 (12) 93 49
Income (Loss) from Continuing
Operations before Income Tax (55) 64 55 (12) 107 46 (93) 5
Income Tax Expense (Benei (50) 17 21 - 38 14 - 2
Income (Loss) from Continuing
Operations (5) a7 34 (12) 69 32 (93) 3
Loss from Discontinued Operatit - - - - - (8) - (8)
Net Income (Loss $(5) $47 $34 $(12) $69 $24 $(93) $(5)
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Condensed Consolidating Statement of Income fosithenonths ended March 28, 20 in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Sut- Guar- Elimin-
Pareni Pareni antors ations total antors ations Total
Net Sale: $4 $6,933  $5,933 $(370) $12,496 $341 $(13) $12,828
Cost of Sale: 282 6,745 5,600 (370) 11,975 313 (13) 12,557
(278) 188 333 - 521 28 - 271
Operating Expense
Selling, general and administrati 60 102 230 - 332 33 - 425
Other charge - - 15 - 15 - - 15
Operating Income (Los! (338) 86 88 - 174 (5) - (169)
Other (Income) Expens
Interest expense, n 113 4 9 - 13 2 - 128
Other, ne - 2) - - (2) 23 - 21
Equity in net earnings of
subsidiaries (63) 17 57 (23) 51 (6) 18 -
50 19 66 (23) 62 19 18 149
Income (Loss) from Continuing
Operations before Income Taxes
and Minority Interes (388) 67 22 23 112 (24) (18) (318)
Income Tax Expense (Benei (153) 28 27 - 55 (10) - (108)
Income (Loss) from Continuin
Operations before Minority Intere (235) 39 (5) 23 57 (14) (18) (210)
Minority Interest 1 - - - - (3) - (2)
Income (Loss) from Continuing
Operations (236) 39 (5) 23 57 (11) (18) (208)
Income (Loss) from Discontinued
Operation 20 8 - - 8 (36) - (8)
Net Income (Loss $(216) $47 $(5) $23 $65 $(47) $(18) $(216)
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Condensed Consolidating Statement of Income fosithenonths ended March 29, 20 in millions
2014 Guarantor
Non-
TFI TFM Guar Elimin- Sut- Guar- Elimin-
Pareni Pareni antors ations total antors ations Total
Net Sale: $3 $7,430  $5,511 $(382) $12,559 $265 $(15) $12,812
Cost of Sale: 49 7,262 5,067 (382) 11,947 201 (15) 12,182
(46) 168 444 - 612 64 - 630
Operating Expense
Selling, general and administrati 54 96 270 - 366 26 - 446
Other charge 1 18 17 - 35 - - 36
Operating Income (Los! (101) 54 157 - 211 38 - 148
Other (Income) Expens
Interest expense, n 96 11 9 - 20 (12) - 104
Other, ne (12) (5) 3) - (8) 3) - (23)
Equity in net earnings of
subsidiaries (149) (38) 5 28 (5) (9) 163 -
(65) (32 11 28 7 (24) 163 81
Income (Loss) from Continuing
Operations before Income Tax (36) 86 146 (28) 204 62 (163) 67
Income Tax Expense (Benei (65) 17 53 - 70 18 - 23
Income from Continuing Operatiol 29 69 93 (28) 134 44 (163) 44
Loss from Discontinued Operatit - - - - - (15) - (15)
Net Income $29 $69 $93 $(28) $134 $29 $(163) $29
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Condensed Consolidating Balance Sheet as of Ma&3ch(D9 in millions
2014 Guarantor
Non-
TFI TFM Guar Elimin- Guar- Elimin-
Pareni Pareni antors ations  Subtotal antors ations Total

Assets
Current Assets

Cash and cash equivalel $- $1 $682 $- $683 $134 $- $817

Restricted cas - - 234 - 234 - - 234

Accounts receivable, n 2 420 3,043 (191) 3,272 91 (2,282) 1,083

Inventories, ne 1 580 1,354 - 1,934 129 - 2,064

Other current asse 134 67 20 (9) 78 65 (115) 162
Total Current Asset 137 1,068 5,333 (200) 6,201 419 (2,397) 4,360
Restricted Cas - - - - - 76 - 76
Net Property, Plant and Equipme¢ 41 922 2,319 - 3,241 202 - 3,484
Goodwill - 1,443 972 - 2,415 55 - 2,470
Intangible Asset - 44 64 - 108 40 - 148
Other Asset: 202 63 106 - 169 277 (249) 399
Investment in Subsidiarie 10,228 1,695 518 (1,539) 674 288 (11,190) -
Total Asset: $10,608  $5,235 $9,312 $(1,739) $12,808 $1,357 $(13,836) $10,937
Liabilities and
Shareholders’ Equity
Current Liabilities:

Current deb $4 $234 $- $- $234 $37 $- $275

Trade accounts payak 33 374 509 - 883 41 - 957

Other current liabilitie: 2,430 294 319 (200) 413 332 (2,397) 778
Total Current Liabilities 2,467 902 828 (200) 1,530 410 (2,397) 2,010
Long-Term Debt 3,344 15 180 - 195 118 (180) 3,477
Deferred Income Taxe - 100 177 - 277 23 (69) 231
Other Liabilities 164 163 212 - 375 47 - 586
Shareholder Equity 4,633 4,055 7,915 (1,539) 10,431 759 (11,190) 4,633
Total Liabilities and
Shareholde’ Equity $10,608  $5,235 $9,312 $(1,739) $12,808  $1,357 $(13,836) $10,937
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Condensed Consolidating Balance Sheet as of Septe2iih200¢

in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Guar- Elimin-
Parent Pareni antors ations  Subtotal antors ations Total
Assets
Current Assets
Cash and cash equivalel $140 $- $35 $- $35 $75 $- $250
Accounts receivable, n 1 122 3,614 - 3,736 113 (2,579) 1,271
Inventories, ne 1 724 1,640 - 2,364 173 - 2,538
Other current asse 123 55 24 (12) 67 72 (119) 143
Assets of discontinued operation
held for sale - - - - - 159 - 159
Total Current Asset 265 901 5,313 (12) 6,202 592 (2,698) 4,361
Net Property, Plant and Equipme 43 960 2,371 - 3,331 145 - 3,519
Goodwill - 1,502 965 - 2,467 44 - 2,511
Intangible Asset - a7 64 - 111 17 - 128
Other Asset: 132 91 55 - 146 284 (231) 331
Investment in Subsidiarie 10,293 1,789 654 (1,639) 804 282 (11,379) -
Total Assets $10,733  $5,290 $9,422 $(1,651) $13,061 $1,364 $(14,308) $10,850
Liabilities and
Shareholders’ Equity
Current Liabilities:
Current deb $8 $- $- $- $- $- $- $8
Trade accounts payak 108 486 559 - 1,045 64 - 1,217
Other current liabilitie! 2,804 201 282 (12) 471 301 (2,698) 878
Total Current Liabilities 2,920 687 841 (12) 1,516 365 (2,698) 2,103
Long-Term Debt 2,632 249 180 - 429 7 (180) 2,888
Deferred Income Taxe - 129 190 - 319 23 (52) 291
Other Liabilities 167 137 190 - 327 60 - 554
Shareholde’ Equity 5,014 4,088 8,021 (1,639) 10,470 909 (11,379) 5,014
Total Liabilities and
Shareholder Equity $10,733  $5,290 $9,422 $(1,651) $13,061 $1,364 $(14,308) $10,850
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Condensed Consolidating Statement of Cash Flowthé&six months ended March 28, 2( in millions

2014 Guarantor

Non-
TFI TFM Guar Elimin- Sut- Guar- Elimin-
Parent Pareni antors ations total antors ations Total

Cash Provided by (Used for)
Operating Activities $(265) $123 $595 $- $718 $(21) $(25) $407

Cash Flows from Investing Activitie
Additions to property, plant
and equipmer - (31) (100) - (131) (29) - (160)

Proceeds from sale of investm - 9 - 9 - 9
Change in restricted cash —
investing activities - - - - - (76) - (76)

Proceeds from sale of
marketable securities, n - - - - - 12 - 12
Proceeds from sale of

discontinued operatia - - - - - 43 - 43
Acquisitions, net of cash acquir (5) - (13) - (13) (58) - (76)
Other, ne 2 4 3 - 7 2 - 11

Cash Used for Investing Activiti¢ 3) (27) (101) - (128) (106) - (237)

Cash Flows from Financing

Activities:

Net change in del 707 - - - - 91 - 798
Debt issuance cos (57) - - - - Q) - (58)
Change in restricted cash -

financing activities - - (234) - (234) - - (234)
Purchase of treasury sha 4) - - - - - - (4)
Dividends (30) - - - - (25) 25 (30)
Other, ne 1 (6) (74) - (80) @) - (86)
Net change in intercompany

balance: (489) (89) 461 - 372 117 - -

Cash Provided by (Used for)

Financing Activities 128 (95) 153 - 58 175 25 386

Effect of Exchange Rate

Change on Cas - - - - - 11 - 11

Increase (Decrease) in Cash and

Cash Equivalent (140) 1 647 - 648 59 - 567

Cash and Cash Equivalents at

Beginning of Yea 140 - 35 - 35 75 - 250

Cash and Cash Equivalents at

End of Perioc $- $1 $682 $- $683 $134 $- $817
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Condensed Consolidating Statement of Cash Flowthésix months ended March 29, 2( in millions
2014 Guarantor
Non-
TFI TFM Guar- Elimin- Sut- Guar- Elimin-
Pareni Pareni antors ations total antors ations Total
Cash Provided by (Used for)
Operating Activities $(64) $(22) $228 $- $206 $17 $(15) $144
Cash Flows from Investing Activitie
Additions to property, plant
and equipmer Q) (61) (138) - (199) (20) - (210)
Proceeds from sale of investm: 14 7 - - 7 - - 21
Purchase of marketable securities,
net - - - - - (20) - (20)
Other, ne 2 13 10 - 23 (2) - 19
Cash Provided by (Used for)
Investing Activities 11 (412) (128) - (169) (32) - (190)
Cash Flows from Financing
Activities:
Net change in del 179 (5) (7 - (12) - - 167
Purchase of treasury sha (16) - - - - - - (16)
Dividends (28) - - - - (15) 15 (28)
Other, ne (42) (23) - - (23) 4) - (69)
Net change in intercompany
balance: (40) 91 (92) - (1) 41 - -
Cash Provided by (Used for)
Financing Activities 53 63 (99) - (36) 22 15 54
Effect of Exchange Rate
Change on Cas - - (1) - (1) 4 - 3
Increase in Cash and Cash
Equivalents - - - - - 11 - 11
Cash and Cash Equivalents at
Beginning of Yea 3 - 3 - 3 36 - 42
Cash and Cash Equivalents at
End of Perioc $3 $- $3 $- $3 $47 $- $53
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NOTE 11: FAIR VALUE MEASUREMENTS

As described in Note 1: Accounting Policies, wedd SFAS No. 157, subject to the deferral prowisiof FSP No. 157-2, at the beginning
of the first quarter fiscal 2009. This standardmes fair value, establishes a framework for maaguair value and expands disclosure
requirements about fair value measurements. SFAS Blbdefines fair value as the price that woulddmeived to sell an asset or paid to
transfer a liability (an exit price) in the prinailpor most advantageous market for the assetlailitiain an orderly transaction between mar
participants on the measurement date. The fairvaierarchy prescribed by SFAS No. 157 containsethevels as follows:

Level 1— Unadjusted quoted prices available in active retsrkor the identical assets or liabilities at theasurement date.

Level 2— Other observable inputs available at the measuredate, other than quoted prices included in Léyelither directly or indirectly
including:

Quoted prices for similar assets or liabilitiesitive markets

Quoted prices for identical or similar assets in-active markets

Inputs other than quoted prices that are obsenfablie asset or liability; an
Inputs derived principally from or corroborated dityer observable market da

Level 3— Unobservable inputs that cannot be corroborateobisgrvable market data and reflect the use offsignt management
judgment. These values are generally determinedyysicing models for which the assumptions utilzanagemer's estimates of market
participant assumptions.

Assets and Liabilities Measured at Fair Value dreaurring Basis

The fair value hierarchy requires the use of olelglermarket data when available. In instances witherenputs used to measure fair value
into different levels of the fair value hierarclige fair value measurement has been determined loasthe lowest level input significant to
the fair value measurement in its entirety. Oueassent of the significance of a particular itertheofair value measurement in its entirety
requires judgment, including the considerationnpitits specific to the asset or liability. The fallag table sets forth by level within the fair
value hierarchy, our financial assets and liale#itaccounted for at fair value on a recurring baisMarch 28, 2009, according to the valua
techniques we used to determine their fair valirem{llions):

Level 1 Level 2 Level 3 Netting (a) Total

Assets:

Commodity Derivatives $ - $ 29 $ - $ 24) $ 5
Foreign Exchange Forward Contracts - 2 - 2) -
Debt Securities - 40 66 - 10¢
Deferred Compensation Assets 2 68 - - 70
Stock Warrants - 9 - - 9
Total Assets $ 2 $ 148 $ 66 $ (26) $ 19C
Liabilities:

Commodity Derivatives $ - $ 87 $ - 8 82) $ 5
Foreign Exchange Forward Contracts - 7 - 2) 5
Interest Rate Swap - 3 - (2) 1
Total Liabilities $ - 3 97 $ - $ (86) $ 11

(a) Our derivative assets and liabilities are pre=etin our Consolidated Condensed Balance Sheaiset basis. We net derivative assets
and liabilities, including cash collateral in acdance with FIN 3%, when a legally enforceable master netting aearent exists between t
counterparty to a derivative contract and us. Atdfi&28, 2009, we had posted $80 million of caskatedal and held $20 million of cash
collateral with various counterparties.
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The following table provides a reconciliation betmethe beginning and ending balance of debt sezsiriteasured at fair value on a recurring
basis in the table above that used significant senkable inputs (Level 3) (in millions):

Debt
Securities

Balance at September 27, 2( $ 54
Total realized and unrealized gains (loss

Included in earning 4

Included in other comprehensive income (l¢ 1)
Purchases, issuances and settlement: 17
Balance at March 28, 20( $ 66
Total gains (losses) for the -month period included in earnin
attributable to the change in unrealized gainss@e}relating ti
assets and liabilities still held as of March 2802 $ (4)

The following methods and assumptions were usedtimate the fair value of each class of financistrument:

Derivative Assets and Liabilities:Our derivatives, including commodities, foreign lkeange forward contracts and interest rate swap,
primarily include exchange-traded and over-the-¢eucontracts which are further described in NotBérivative Financial Instruments. We
record our commodity derivatives at fair value gsijjuoted market prices adjusted for credit and peniermance risk and internal models
that use as their basis readily observable maniett$ including current and forward commodity magkéces. Our foreign exchange forward
contracts are recorded at fair value based on dumiees and spot and forward currency prices #eljuf®r credit and non-performance risk.
Our interest rate swap is recorded at fair valumean quoted LIBOR swap rates adjusted for cegditnon-performance risk. We classify
these instruments in Level 2 when quoted markeeprcan be corroborated utilizing observable ctiaad forward commodity market prices
on active exchanges, observable market transaatiosygot currency rates and forward currency praresbservable benchmark market rates
at commonly quoted intervals.

Debt Securities:Our investments in marketable debt securities lagsified as available-for-sale and are include@tiner Assets in the
Consolidated Condensed Balance Sheets. Thesermemist which have maturities ranging up to 48 yemesreported at fair value based on
pricing models and quoted market prices adjustedriedit and non-performance risk. We classify iovestments in U.S. government and
agency debt securities as Level 2 as fair valgeigrally estimated using discounted cash flow isathat are primarily industry-standard
models that consider various assumptions, inclutimg value and yield curve as well as other rgaalfailable relevant economic measures.
We classify certain corporate, mortgage-backedadiner debt securities as Level 3 as there is lordtetivity or less observable inputs into
proprietary valuation models, including estimateelgayment, default and recovery rates on the uyidgrportfolio or structured investment
vehicle.

Unrealized holding gains (losses), net of tax,ex@uded from earnings and reported in other cohgsive income until the security is
settled or sold. On a quarterly basis, we evaluditether losses related to our available-for-satesties are temporary in nature. If losses are
determined to be other than temporary, the losddMoe recognized in earnings. We consider manyfadh determining whether a loss is
temporary, including the length of time and extenivhich the fair value has been below cost, tharfcial condition and near-term prospects
of the issuer and our ability and intent to hold thivestment for a period of time sufficient tooallfor any anticipated recovery. For the three
and six month periods ending March 28, 2009, wegeized $4 million of other than temporary impaintse while no amounts were
recognized in the three and six month periods eiedh 29, 2008.

Deferred Compensation AssetsiWWe maintain two non-qualified deferred compensagilams for certain executives and other highly
compensated employees. Investments are maintaiieich & trust and include money market, mutual f&iadd company-owned life
insurance policies. We invest the cash surrendeevaf the company-owned life insurance policiamgrily in mutual funds. The
investments are recorded at fair value based oteduoarket prices adjusted for credit and non-perémce
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risk and are included in Other Assets in the Cadatdd Condensed Balance Sheets. We classify Westiments which have observable
market prices in active markets in Level 1 as tlasegenerally publicly-traded mutual funds. Theaaing deferred compensation assets are
classified in Level 2, as fair value can be corralbed based on observable market data. Realizedrardlized gains (losses) on deferred
compensation are included in earnings.

Stock Warrants: In October 2008, we received eight million warraotpurchase an equivalent amount of Syntroleunp@ation common
stock for one cent each in return for our enteiinig a letter of credit to guarantee all of the Bgric Fuels’ Gulf Opportunity Zone tax-
exempt bonds (see Note 10: Long-Term Debt) inclydygntroleum Corporatios’50 percent ownership portion. These warrantslassified

as available-for-sale and expire in October 2012.ré¢ord the warrants in Other Assets in the Cattesteld Condensed Balance Sheets at fair
value based on quoted market prices. We classifywirrants as Level 2 as fair value can be coraibdrbased on observable market data.
Unrealized gains (losses), net of tax, are recond@ther comprehensive income. Realized gainessds on the sale of the securities and
declines in value judged to be other than temponanyld be recorded in earnings. In April 2009, wereised these warrants for eight million
shares of Syntroleum Corporation.

Assets and Liabilities Measured at Fair Value dtoarecurring Basis

During the six months ended March 28, 2009, wersignificant measurements of assets or liakslisiefair value (as defined in SFAS No.
157) on a nonrecurring basis subsequent to thigislinecognition. As indicated in Note 1: AccourdiPolicies, the aspects of SFAS No. 157
for which the effective date was deferred under NBP157-2 related to nonfinancial assets andlites measured at fair value, but
recognized or disclosed at fair value on a nonraugibasis. This deferral applies to such itemsa@tinancial assets and liabilities initially
measured at fair value in a business combinatiabr(bt measured at fair value in subsequent périmdsonfinancial long-lived asset groups
measured at fair value for an impairment assessiémiare currently reviewing the applicability d¥/AS No. 157 to our nonfinancial assets
and liabilities as well as the potential impactoam consolidated financial statements.

NOTE 12: CONTINGENCIES

Listed below are certain claims made against thmgamy and our subsidiaries. In our opinion, we haaele appropriate and adequate
reserves, accruals and disclosures where necessarpelieve the probability of a material lossdr&ythe amounts accrued to be remote;
however, the ultimate liability for these mattessincertain, and if accruals and reserves aredesjuate, an adverse outcome could have a
material effect on the consolidated financial ctindior results of operations. We believe we hauestantial defenses to the claims made and
intend to vigorously defend these cases.

In 2000, the Wage and Hour Division of the U.S. &#ment of Labor (DOL) conducted an industry-widedstigation of poultry producers,
including us, to ascertain compliance with variawge and hour issues. As part of this investigatiom DOL inspected 14 of our processing
facilities. On May 9, 2002, the DOL filed a civibmplaint styled Elaine L. Chao, Secretary of Laldmited States Department of Labor v.
Tyson Foods, Inc. against us in the U.S. Distrioti€ for the Northern District of Alabama. The pigifs allege in the complaint that we
violated the overtime provisions of the federalrREaibor Standards Act ("FLSA") at our chicken-presiag facility in Blountsville, Alabama.
Through discovery and trial, the Secretary of Ladmught to require us to compensate all hourlykerigrocessing workers for pre- and post-
shift clothes changing, washing and related a@iviand for one of two unpaid 30-minute meal peviddthe Secretary of Labor sought back
wages for all employees at the Blountsville fagifitr a period of two years prior to the date & fhing of the complaint and an injunction
against future violations at that facility and atlher chicken processing facilities we operate. Disrict Court granted the Compasymotion
for partial summary judgment in part, ruling thia¢ second meal period is appropriately characazenon-compensable, and reserved the
remaining issues for trial. The jury trial begankabruary 2, 2009, and concluded with a mistriaApnil 13, 2009, when the jury failed to
reach a unanimous verdict. The retrial is set girben August 18, 2009.

Several private lawsuits are pending against egialyy that we failed to compensate poultry planpleyees for all hours worked, including
overtime compensation, in violation of the FLSA €8k lawsuits include M.H. Fox, et al. v. Tyson Fddc. (Fox), filed on June 22, 1999
the U.S. District Court for the Northern DistridtAlabama, and DeAsencio v. Tyson Foods, Inc. (De#0), filed on August 22, 2000, in
the U.S. District Court for the Eastern DistrictRénnsylvania. Each of these matters involves aimailegations that employees should be
paid for the time it takes to engage in pre- anst4sbift activities such as changing into and dyirotective and sanitary clothing, obtaining
clothing and walking to and from the changing aveark
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areas and break areas. The plaintiffs in theseuigsvseek or have sought to act as class repréisestan behalf of all current and former
employees who were allegedly not paid for time vedrnd seek back wages, liquidated damages, peast-judgment interest, and
attorneys’ fees. In Fox, the District Court denidaks certification on November 16, 2006, and @dé¢he cases of the 10 named plaintiffs in
the matter to proceed individually in the homegdittions of the named plaintiffs. Two of theseesaBrothers and Hatchett) were tried in
November 2007 in Alabama with jury verdicts in fawd the plaintiffs. The District Court entered grdent in the final of these cases (F

after the Company made an offer of judgment to Eleageby avoiding trial, and also entered an a#tpshfee award to the plaintiffs' attorne
which we have appealed to the United States Cduxppeals for the Eleventh Circuit. In DeAsencitgiptiffs appealed a jury verdict and
final judgment entered in our favor on June 22,6200 the District Court for the Eastern DistriétRennsylvania. On September 7, 2007, the
U.S. Court of Appeals for the Third Circuit revedsbe jury verdict and remanded the case to th&ifti€ourt for further proceedings. We
sought rehearing en banc, which was denied by thet@f Appeals on October 5, 2007. The Unitedest&upreme Court denied our petition
for a writ of certiorari on June 9, 2008. The tdalte has not been set.

In addition to Fox and DeAsencio, additional prez&wsuits were filed against us since the begmoirfiscal 2007 which allege we failed to
compensate poultry plant employees for all hourgkew, including overtime compensation, in violatmfithe FLSA. These lawsuits are
Sheila Ackles, et al. v. Tyson Foods, Inc. (N. DAdabama, October 23, 2006); McCluster, et allwson Foods, Inc. (M. Dist. Georgia,
December 11, 2006); Dobbins, et al. v. Tyson Chickec., et al. (N. Dist. Alabama, December 21,@0Buchanan, et al. v. Tyson Chicken,
Inc., et al. and Potter, et al. v. Tyson Chickeg,,let al. (N. Dist. Alabama, December 22, 2006jies, et al. v. Tyson Foods, Inc., et al.,
Walton, et al. v. Tyson Foods, Inc., et al. andlMfits, et al. v. Tyson Foods, Inc., et al. (S. Diississippi, February 9, 2007); Balch, et al.
v. Tyson Foods, Inc. (E. Dist. Oklahoma, March@Q?); Adams, et al. v. Tyson Foods, Inc. (W. DAgkansas, March 2, 2007); Atkins, et

v. Tyson Foods, Inc. (M. Dist. Georgia, March 502)) and Laney, et al. v. Tyson Foods, Inc. andigils, et al. v. Tyson Foods, Inc. (M.
Dist. Georgia, May 23, 2007). Similar to Fox andABencio, each of these matters involves allegatongloyees should be paid for the time
it takes to engage in pre- and post-shift actigisach as changing into and out of protective anitary clothing, obtaining clothing and
walking to and from the changing area, work areakstaeak areas. The plaintiffs in each of thesesldis seek or have sought to act as class
representatives on behalf of all current and foremployees who were allegedly not paid for timekedrand seek back wages, liquidated
damages, pre- and post-judgment interest, anchattst fees. On April 6, 2007, we filed a motion fransfer of the above named actions for
coordinated pretrial proceedings before the JuldR@ael on Multidistrict Litigation. The motion féransfer was granted on August 17, 2007.
The cases listed above and five other cases sutisiyfiled involving the same allegations, Armstgo et al. v. Tyson Foods, Inc. (W. Dist.
Tennessee, January 30, 2008); Maldonado, et &ison Foods, Inc. (E. Dist. Tennessee, Januarg2@18); White, et al. v. Tyson Foods, |
(E. Dist. Texas, February 1, 2008); Meyer, et allywson Foods, Inc. (W. Dist. Missouri, Februan2@08); and Leak, et al. v. Tyson Foods,
Inc. (W. Dist. North Carolina, February 6, 2008kre transferred to the U.S. District Court in theltile District of Georgia, In re: Tyson
Foods, Inc., Fair Labor Standards Act LitigatioMPL Proceedings”). On January 2, 2008, the JudgherMDL Proceedings issued a Joint
Scheduling and Case Management Order. The Ordetegr&onditional Class Certification and calledrfotice to be given to potential
putative class members via a third party admirtistrd he potential class members had until April 2808, to “opt—in” to the class.
Approximately 13,800 employees and former employibesd their consents to “opt-in” to the class. Tpeties are conducting discovery at
eight of our facilities and our corporate headagrarin Springdale, Arkansas, through May 18, 2@Scovery may be conducted at
additional facilities in the future. On October PB08, the Judge in the MDL Proceedings denieglhiatiffs’ motion for equitable tolling,
which reduces the time period for which the pldistmay seek damages. However, in addition to tmesents already obtained, the Court
allowed plaintiffs to obtain corrected and reaffadhopt-in consents that were previously filed a$ pfathe Fox action. The deadline for filing
these consents was December 31, 2008, and accaoding third party administrator, approximatel@@Q reaffirmed consents were filed,
some or all of which may be in addition to the apgmately 13,800 consents filed previously.

We have pending eleven separate wage and hounadtieolving TFM'S plants located in Lexington, Nebraska (Lopeal.et. Tyson Foods
Inc., District of Nebraska, June 30, 2006), Gar@éy and Emporia, Kansas (Garcia, et al. v. Tysoads, Inc., Tyson Fresh Meats, Inc.,
District of Kansas, May 15, 2006), Storm Lake, IojBauaphakeo (f/k/a Sharp), et al. v. Tyson Fotts, N.D. lowa, February 6, 2007),
Columbus Junction, lowa (Robinson, et al. v. TyBonds, Inc., d/b/a Tyson Fresh Meats, Inc., S.@aldSeptember 12, 2007) , Joslin,
lllinois (Murray, et al. v. Tyson Foods, Inc., C.IMlinois, January 2, 2008), Dakota City, Nebragémmez, et al. v. Tyson Foods, Inc., Disl
of Nebraska, January 16, 2008), Madison, Nebra&kasta, et al. v Tyson Foods, Inc. d.b.a TysonliFMeats, Inc., District of Nebraska,
February 29, 2008), Perry and Waterloo, lowa (Edwaet al. v. Tyson Foods, Inc. d.b.a Tyson Freshts] Inc., S.D. lowa, March 20,
2008); Council Bluffs, lowa (Maxwell (f/k/a
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Salazar), et al. v. Tyson Foods, Inc. d.b.a. Tya@sh Meats, Inc., S.D. lowa, April 29, 2008; Logport, Indiana (Carter, et al. v. Tyson
Foods, Inc. and Tyson Fresh Meats, Inc., N.D. Imajapril 29, 2008); and Goodlettsville, Tennes@deadeer v. Tyson Foods, Inc., and
Tyson Fresh Meats, Inc., M.D. Tennessee, Februa2@@). The actions allege we failed to pay emgésyfor all hours worked, including
overtime compensation for the time it takes to ¢jesimto protective work uniforms, safety equipmamtl other sanitary and

protective clothing worn by employees, and for wadkto and from the changing area, work areas agalkbareas in violation of the FLSA
and analogous state laws. The plaintiffs seek baes, liquidated damages, pre- and post-judgmésreist, attorneys’ fees and costs. We
filed a motion for partial summary judgment in Gardased upon an injunction entered in Reich ¥, Bhich outlined the types of activities
at issue here that are compensable. The Distriott@b Kansas denied the motion, and we appealéuktdenth Circuit Court of Appeals,
arguing that the District Court’s ruling had théeet of improperly modifying the injunction. On yu23, 2008, we filed a motion to transfer
the pending actions to the District of Kansas fumsolidated pretrial proceedings. On October 982€@: motion to transfer was denied by
the Judicial Panel on Multidistrict Litigation. Tledfect of this order was that the stays previoesitered in the individual actions were lifted
and each case has resumed and is proceedingpiigitsal jurisdiction.

On June 19, 2005, the Attorney General and theeSmgrof the Environment of the State of Oklahoitedfa complaint in the U.S. District
Court for the Northern District of Oklahoma agaiost three of our subsidiaries and six other pputitegrators. This complaint was
subsequently amended. As amended, the complamtsssnumber of state and federal causes of aatiduding, but not limited to, counts
under Comprehensive Environmental Response, Corapensand Liability Act (“CERCLA"), Resource Consation and Recovery Act
(“RCRA"), and state-law public nuisance theorieseamended complaint asserts that defendants aadhosontract growers who are not
named in the complaint polluted the surface wagm@indwater and associated drinking water suppligise lllinois River Watershed
("IRW") through the land application of poultrytér. Oklahoma asserts that this alleged pollutias &lso caused extensive injury to the
environment (including soils and sediments) of lR¥/ and that the defendants have been unjustlglead. Oklahoma's claims cover the
entire IRW, which encompasses more than one millitnes of land and the natural resources (incluldikgs and waterways) contained
therein. Oklahoma seeks wide-ranging relief, inigcigdnjunctive relief, compensatory damages in egagf $800 million, an unspecified
amount in punitive damages and attorneys' feesaWdehe other defendants have denied liabilityerésd various defenses, and filed a third-
party complaint that asserts claims against otkesgns and entities whose activities may have itariéd to the pollution alleged in the
amended complaint. The district court has stayede®dings on the third party complaint pendingltggm of Oklahoma's claims against the
defendants. On November 14, 2007, Oklahoma filetbdon under RCRA requesting a preliminary injuantto halt the land application of
poultry litter in the IRW. Oklahoma's motion fopeeliminary injunction asserted that bacteria frpoultry litter are causing an imminent and
substantial endangerment to human health and tieoement throughout the IRW. A multi-week evidemsi hearing on the preliminary
injunction was completed on March 6, 2008. On Saptr 29, 2008, the court entered an order denyjiagteliminary injunction. On
October 17, 2008, Oklahoma filed a notice of appédhe district court’s denial of the preliminanjunction in the United States Court of
Appeals for the Tenth Circuit. Oral arguments iis tippeal were presented on March 11, 2009. Thet@bAppeals has not issued its ruling.
On October 31, 2008, the defendants filed a mdtatismiss for failure to join the Cherokee Natama required party or, in the alternative,
for judgment as a matter of law based on the pféshlack of standing. Discovery in Oklahoma'seagyainst defendants is ongoing. Trial is
currently scheduled for September 2009.
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NOTE 13: PENSIONS AND OTHER POSTRETIREMENT BENEFITS

Components of net periodic benefit cost for thesgmand other postretirement benefit plans reasghin the Consolidated Condensed
Statements of Income were as follows (in millions):

Pension Benefits Other Postretiremetr
Qualified Non-Qualified Benefits

Three Months Ende Three Months Ende Three Months Ende
Mar. 28 Mar. 29 Mar. 28 Mar. 29 Mar. 28 Mar. 29

2009 2008 2009 2008 2009 2008
Service cos $ -$ - $ 1 $ 1 % - % -
Interest cos 2 1 - 1 - 1
Expected return on plan ass @ ()] - - - -
Recognized actuarial ga - - - - () 1
Net periodic benefit co: $ 193 Q% 1 9 2 % 1 $ 2

Pension Benefits Other Postretiremetl

Qualified Non-Qualified Benefits

Six Months Ende Six Months Endet Six Months Endet

Mar. 28 Mar. 29 Mar. 28 Mar. 29 Mar. 28 Mar. 29

2009 2008 2009 2008 2009 2008
Service cos $ -$ -$ 2 3 2 % - $ -
Interest cos 3 3 1 1 1 2
Expected return on plan ass 3 4 - - - -
Recognized actuarial ga - - - - (1) 1
Net periodic benefit cos $ -$ 1% 3 3 3 3 - $ 3

NOTE 14: INCOME TAXES

The effective tax rate for continuing operationsWH08.9)% and 35.9% for the second quarter oéfigears 2009 and 2008, respectively.
The effective tax rate was 34.0% and 34.1% foristkenonths of fiscal years 2009 and 2008, respelsti\or the second quarter of fiscal
2009, we changed our method of calculating ourimtéax provision. FASB Interpretation No. 18, “Ammting for Taxes in Interim Periods,”
requires the calculation of interim period taxesdzhon the estimated annual effective tax ratesssrthe estimated annual effective tax rate
cannot be reliably estimated. At the first quadgfiscal 2009, an annual effective tax rate wdsregted and that rate was used to computt
income tax benefit for the quarter. Due to the til@l@conomy and operating environment of our ifdysve have experienced rapidly
changing operating conditions and results. Thisreaslted in a large range in the estimate of tireial effective tax rate. Consequently, in
the second quarter of fiscal 2009, we switched festimating interim period taxes on the annual wetio the year-to-date method. The
actual year-to-date effective rate for the six rherdf fiscal 2009 was additionally impacted by sitels as state income taxes, tax planning
in foreign jurisdictions, general business creditstain nondeductible and nontaxable items, aate sind foreign valuation allowances.

Unrecognized tax benefits were $220 million and@®@&8llion at September 27, 2008 and March 28, 2088pectively. The amount of
unrecognized tax benefits, if recognized, that wondpact our effective tax rate was $73 million &&¥ million at September 27, 2008 and
March 28, 2009, respectively.

We classify interest and penalties on unrecogniardenefits as income tax expense. At the beginoiriiscal 2009, before tax benefits, we
had $67 million of accrued interest and penaltiesiorecognized tax benefits. There was no matehahge to this amount during the six
months of fiscal 2009.
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As of March 28, 2009, we are subject to incomeeteaminations for U.S. federal income taxes fordigears 1998 through 2007, excluding
fiscal years 2001 and 2002, and for foreign, saatklocal income taxes for fiscal years 2001 thho2@07. Within the next twelve months,
do not expect a material change to unrecognizetigafits.

NOTE 15: EARNINGS (LOSS) PER SHARE

The following table sets forth the computation asiz and diluted earnings (loss) per share (inon#l, except per share data):

Three Months Ende
March 28, 200¢ March 29, 200¢

Six Months Ender
March 28, 200¢ March 29, 200¢

Numerator:
Income (loss) from continuing operatic $ 90 $ 3 $ (208) $ 44
Less Dividends
Class A ($0.040/share/quarts 13 12 25 23
Class B ($0.036/share/quart 2 2 5 5
Undistributed earnings (losse $ (105  $ (11) $ (238) % 16
Class A undistributed earnings (loss 87) 9) (197) 13
Class B undistributed earnings (loss (18) (2) (41) 3
Total undistributed earnings (loss: $ (105) $ (11) $ (235) % 16
Denominator
Denominator for basic earnings per shi
Class A weighted average sha 303 28C 303 28C
Class B weighted average shares,
shares under-converted method fc
diluted earnings per sha 70 70 70 70
Effect of dilutive securities
Stock options and restricted stc - 5 - 5
Denominator for diluted earnings f
share- adjusted weighted avera
shares and assumed conversi 372 35¢ 372 35E
Earnings (Loss) Per Share from Continuing Operati
Class A Basit $ 0.28) % 0.01 $ 057 $ 0.2
Class B Basit $ 0.22) % 0.01 $ 051) % 0.1Z
Diluted $ 029 % 0.01 $ 0.5¢) $ 0.1
Net Earnings (Loss) Per Sha
Class A Basit $ 0.29 % (0.02) $ 059 % 0.0¢
Class B Basit $ 0.2¢) $ (0.03) $ 059 $ 0.0¢
Diluted $ 0.28  $ (0.02) $ 0.5  $ 0.0€

Approximately 26 million and 25 million of our opti shares were antidilutive for the three and sixths ended March 28, 2009,
respectively, and 12 million and 11 million werdiditutive for the three and six months ended Ma2éh 2008. These shares were not
included in the dilutive earnings per share cakiota

We have two classes of capital stock, Class A Com8tock (Class A stock) and Class B Common Stot&s&B stock). Cash dividends
cannot be paid to holders of Class B stock unlesg are simultaneously paid to holders of Classo8ks The per share amount of cash
dividends paid to holders of Class B stock canmoeed 90% of the cash dividends paid to holdeGlass A stock.
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We allocate undistributed earnings based uponoaDIStratio per share to Class A stock and Clas®ek, respectively. We allocate
undistributed earnings based on this ratio duagimiical dividend patterns, voting control of a3 stockholders and contractual limitations
of dividends to Class B stock.

NOTE 16: COMPREHENSIVE INCOME (LOSS)

The components of comprehensive income (loss)safellaws (in millions):

Three Months Ende Six Months Ende
March 28, 200¢ March 29, 200  March 28, 200¢ March 29, 200¢

Net income (loss $ (104 $ 5 $ (216) $ 29
Other comprehensive income, net of 1
Currency translation adjustme (20 4 (99) 9
Currency translation adjustment reclassi
to loss on discontinued operati (37 - (37 -
Unrealized gain (loss) on investme 3 - 4 -
Unrealized loss on investmer
reclassified to other incon 4 - 4 -
Postretirement benefits reserve adjustn - - (5) 1)
Net hedging unrealized gain (lo¢ (14 16 32 23
Net hedging unrealized (gain) Ic
reclassified to earning 18 1 23 -
Total comprehensive income (lo¢ $ (150 $ 16 $ (361) $ 60

The related tax effects allocated to the componeint®mprehensive income are as follows (in mikipn

Three Months Ende Six Months Ende
March 28, 200¢ March 29, 200  March 28, 200¢ March 29, 200¢

Income tax expense (benefi

Currency translation adjustme $ (@R - $ - $ =
Unrealized gain (loss) on investme - - QD -
Unrealized loss on investmer
reclassified to other incon 1 - 1 -
Postretirement benefits reserve adjustn - - 5 1
Net hedging unrealized gain (lo¢ 9 11 (20 15
Net hedging unrealized (gain) Ic
reclassified to earning 11 - 14 -
Total income tax expense (bene $ 2$ 11 % (1) $ 16
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NOTE 17: SEGMENT REPORTING
We operate in four segments: Chicken, Beef, PodkRnepared Foods. We measure segment profit aatomemcome (loss).

Chicken: Chicken operations include breeding and raisirigkeims, as well as processing live chickens irgsHr frozen and value-added
chicken products and logistics operations to maeelpcts through the supply chain. Products are etadkdomestically to food retailers,
foodservice distributors, restaurant operatorsraomtommercial foodservice establishments suchtamts; hotel chains, healthcare faciliti
the military and other food processors, as wetbdaternational markets throughout the world.I$baincludes sales from allied products and
our chicken breeding stock subsidiary.

Beef: Beef operations include processing live fed cattid fabricating dressed beef carcasses into penthsub-primal meat cuts and case-
ready products. This segment also includes sabes &llied products such as hides and variety maataell as logistics operations to move
products through the supply chain. Products ar&keted domestically to food retailers, foodservics#tributors, restaurant operators and
noncommercial foodservice establishments suchtezosg, hotel chains, healthcare facilities, thatany and other food processors, as we
to international markets throughout the world. édliproducts are marketed to manufacturers of ptaeutigals and technical products.

Pork: Pork operations include processing live marketstemd fabricating pork carcasses into primal afidsimal cuts and case-ready
products. This segment also includes our live swimmeip, related allied product processing actigiied logistics operations to move prod
through the supply chain. Products are marketededtioally to food retailers, foodservice distritngtarestaurant operators and
noncommercial foodservice establishments suchtezosg, hotel chains, healthcare facilities, thatany and other food processors, as we
to international markets throughout the world. Ve allied products to pharmaceutical and technicatiucts manufacturers, as well as a
limited number of live swine to pork processors.

Prepared Foods: Prepared Foods operations include manufactundghearketing frozen and refrigerated food prodacis logistics
operations to move products through the supplyrciioducts include pepperoni, bacon, beef and jpiada toppings, pizza crusts, flour and
corn tortilla products, appetizers, prepared meslhsic foods, soups, sauces, side dishes, méwatsdisrd processed meats. Products are
marketed domestically to food retailers, foodsendistributors, restaurant operators and nonconiatidoodservice establishments such as
schools, hotel chains, healthcare facilities, thi@ary and other food processors, as well as terimational markets throughout the world.
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Information on segments and a reconciliation t@ime (loss) from continuing operations before incdaxes and minority interest are as
follows (in millions):

Three Months Ende Six Months Ende
March 28, 200! March 29, 200 March 28, 200¢ March 29, 200

Sales:

Chicken $ 2,36( $ 2,15¢ $ 4,59¢ $ 4,26(

Beef 2,41¢ 2,72 5,08z 5,581

Pork 844 824 1,72 1,66(

Prepared Fooc 684 634 1,43( 1,311
Total Sales $ 6,307 $ 6,33¢€ $ 12,82¢ $ 12,81:
Operating Income (Loss

Chicken $ (46) $ 45 () $ (332 $ 3 (b)

Beef 28 6 (c) 28 (62) (c)

Pork 29 69 (d) 84 14¢€ (d)

Prepared Fooc 19 (a) 24 54 (a) 59

Other (D - (3 -
Total Operating Income (Los 29 54 (169 14€ (e)
Other Expense, n 72 49 14¢ 81 (f)
Income (Loss) from Continuing Operatior
before Income Taxes and Minority Inter  $ (43 $ 5 $ (318 $ 67

a. Includes $15 million charge related to the closifigur Ponca City, Oklahoma, processed meats

b. Includes charges of $13 million related to the iclgof our Wilkesboro, North Carolina, cooked prottuplant and $5 million related to
software impairment:

c. Includes charges of $17 million related to thertettiring of our Emporia, Kansas, operation andrfi8on related to the impairment of
packaging equipmer

d. Includes charges of $4 million related to the inpeent of packaging equipmel

e. Includes charges of $6 million related to severawzuals, which were allocated among the segm

f. Includes an $18 million nc-operating gain related to the sale of an investn

The Beef segment had sales of $35 million and $8®min the second quarter of fiscal years 2008 2008, respectively, and sales of $70
million and $61 million in the six months of fiscatars 2009 and 2008, respectively, from transastwith other operating segments of the
Company. The Pork segment had sales of $108 méli@h$123 million in the second quarter of fisaahss 2009 and 2008, respectively, and
sales of $233 million and $244 million in the sbonths of fiscal years 2009 and 2008, respectifebyn transactions with other operating
segments of the Company. The aforementioned salesifitersegment transactions, which were at makegs, were excluded from the
segment sales in the above table.
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