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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(X) QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period endedJuly 1, 2006
OR

() TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

001-14704
(Commission File Number)

TYSON FOODS, INC.

(Exact name of registrant as specified in its @rart

Delaware 71-0225165
(State or other jurisdictio (I.LR.S Employer Identification No
of incorporation or organizatiol
2210 West Oaklawn Drive, Springdale, Arkansa 72766999
(Address of principal executive office (Zip Code)

(479) 29(-4000
(Registrar’s telephone number, including area cc

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Sectid or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsfiech shorter period that the Registrant was reduadile such reports), and (2) has been
subject to such filing requirements for the pastags. Yedx] No O

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, aroa-accelerated filer. See definition

“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act.
Large accelerated fildX] Accelerated filefd Non-accelerated fileEl

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act). Yedd No
The number of shares outstanding of each of theeissclasses of common stock as of July 1, 2@08et forth below:
Class Outstanding Share

Class A common stock, $0.10 Par Va 266,001,92¢
Class B common stock, $0.10 Par Va 88,872,04¢
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PART I. FINANCIAL INFORMATION
Iltem 1. Financial Statements
TYSON FOODS, INC.

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

(Unaudited)
Three Months Ende Nine Months Ende
July 1, July 2, July 1, July 2,
2006 2005 2006 2005

Sales $ 6,38: $ 6,70¢ $ 19,08¢ $ 19,51¢
Cost of Sales 6,18( 6,18¢ 18,38¢ 18,22¢

203 51¢ 70C 1,29:
Selling, General and Administrative 23C 22C 70C 68¢€
Other Charges 2 43 57 48
Operating Income (Loss) (25) 25€ (57) 557
Other (Income) Expense:
Interest Income 11) 2 a7 ()
Interest Expens 74 58 18¢ 17¢
Other 12 @ 13 12

51 55 15¢ 16C

Income (Loss) Before Income Taxes (76) 201 (21¢) 397
Income Tax Expense (Benefit) (24) 70 (76) 142
Net Income (Loss $ (52 $ 131 $ (140) $ 25E
Weighted Average Shares Outstanding:
Class A Basic 24¢ 243 24¢€ 243
Class B Basit 96 102 99 102
Diluted 34t 35¢& 34t 357
Earnings (Loss) Per Share:
Class A Basic $ (0.15) $ 0.3¢ $ (0.4)) $ 0.7€
Class B Basic $ 0.19) $ 0.3 $ (0.3¢) $ 0.6¢
Diluted $ (0.1%) $ 0.3€ $ (0.41) $ 0.71
Cash Dividends Per Share:
Class A $ 0.04( $ 0.04( $ 0.12( $ 0.12(C
Class B $ 0.03¢ $ 0.03¢ $ 0.10¢ $ 0.10¢

See accompanying Notes to Consolidated Condensed¢tal Statements.




TYSON FOODS, INC.

CONSOLIDATED CONDENSED BALANCE SHEETS

(In millions, except per share data)

Assets
Current Assets
Cash and cash equivalents

Shor-term investmen

Accounts receivable, n
Inventories

Other current asse

Total Current Assets

Net Property, Plant and Equipme¢
Goodwill

Net Intangible Asset

Other Asset:

Total Assets

Liabilities and Shareholders’ Equity
Current Liabilities:
Current debt

Trade accounts payak

Other current liabilitie:

Total Current Liabilities

Long-Term Debt

Deferred Income Taxe

Other Liabilities

Shareholder Equity:

Common stock ($0.10 par valu

Class /-authorized 900 million share
issued 281 million shares at July 1, 20
and 268 million shares at October 1, 2!
Class E-authorized 900 million share
issued 89 million shares at July 1, 20
and 102 million shares at October 1, 2!
Capital in excess of par vall

Retained earning

Accumulated other comprehensive inca

Less treasury stock, at c-

15 million shares at July 1, 20C

and October 1, 20C

Less unamortized deferred compensa
Total Shareholde’ Equity

Total Liabilities and Shareholders’ Equity

See accompanying Notes to Consolidated Condensed¢tal Statements.
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(Unaudited)
July 1, 200¢

44
76C
1,20¢
2,09t
115

4,221
4,04(
2,50(C
13¢
34¢€

11,24¢

1,04¢
954
914

2,917
3,06:
58¢
167

28

1,82¢
2,85]
28

4,74C

23C

4,51(

11,24¢

October 1, 200!

40

1,21¢
2,062
16¢

3,48¢
4,007
2,50z
14z
36€

10,50¢

12¢
961
1,07(C

2,15
2,86¢
63€
16¢

27

10
1,86
3,032

28

4,96/

23€
55

4,671

10,50¢




CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

Cash Flows From Operating Activities:
Net income (loss

Depreciation and amortization

Plant closin-related charge

Deferred income taxes and other
Net changes in working capit

Cash Provided by (Used for) Operating Activities

Cash Flows From Investing Activitie
Additions to property, plant and equipment
Proceeds from sale of ass

Proceeds from sale of investments
Purchases of marketable securi

Proceeds from sale of marketable securities

Purchase of short-term investment
Other

Cash Used for Investing Activities

Cash Flows From Financing Activities:
Net change in det

Net proceeds from Notes offeril
Purchases of treasury shares

Dividends
Stock options exercised and other

Cash Provided by (Used for) Financing Activities

Effect of Exchange Rate Change on Cash

Increase (Decrease) in Cash and Cash Equive

Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

TYSON FOODS, INC.

(In millions)
(Unaudited)
Three Months Ended Nine Months Ended
July 1, July 2, July 1, July 2,
2006 2005 2006 2005
$ (52) 131 (140 255
130 126 383 377
(6) 8 46 12
10 16 (111 (12
(139 183 (62) 289
(57) 464 11€ 921
(113) (163 (47C) (395)
1 7 14 15
- - - 8
(51) (65) (16¢9) (482)
101 57 18C 440
- - (75C) -
1 14 11 16
(61) (150) (1,189 (398)
126 (307) 125 (467)
- - 992 -
(10) ) (30) (36)
(14) (14) (41) (41)
12 11 31 16
114 (319 1,077 (528)
9 2 (5) 4
5 ?3) 4 1)
39 35 40 33
$ 44 32 44 32

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 hagn prepared by Tyson Foods, Inc. (the Company)are unaudited, pursuant to
rules and regulations of the Securities and Excha@gmmission. Certain information and accountingicfgs and footnote disclosul
normally included in financial statements preparedccordance with accounting principles generatigepted in the United States have |
condensed or omitted pursuant to such rules andatuons. Although management of the Company beahe disclosures contained he
are adequate to make the information presentedmisieading, these consolidated condensed finarst@tements should be reac
conjunction with the consolidated financial stataetseand notes thereto included in the Company’siainreport on Form 18JA for the
fiscal year ended October 1, 2005. The preparati@onsolidated condensed financial statementsinegimanagement to make estimates
assumptions. These estimates and assumptions #ffeceported amounts of assets and liabilities diedlosure of contingent assets
liabilities at the date of the consolidated conéenéinancial statements and the reported amount®wdnues and expenses during
reporting period. Actual results could differ frahose estimates.

Management believes the accompanying consolidatedensed financial statements contain all adjussnencluding normal recurrir
accruals and adjustments related to plant closasgdisclosed in Note 2, necessary to present féidyfinancial position as of July 1, 20
and the results of operations and cash flows fertlihee and nine months ended July 1, 2006, ayd2J@005. The results of operations
cash flows for the three and nine months ended JuR006, and July 2, 2005, are not necessarilicatide of the results to be expected
the full year.

INVESTMENTS

The Company has investments in marketable debtifesuAs of July 1, 2006, and October 1, 20053 &iillion and $5 million, respectivel
were due in one year or less and were classifiemthar current assets in the Consolidated CondeBathce Sheets and $113 million
$133 million, respectively, were classified in atlassets in the Consolidated Condensed BalancdsShéth maturities ranging from one
30 years. The Company has applied Statement ohé&i@aAccounting Standards No. 113ctounting for Certain Investments in Debt
Equity Securities” (SFAS No. 115), and has deteedirall of its marketable debt securities are toclassified as available-farale
investments. These investments are reported atdaie based on quoted market prices as of thatalsheet date, with unrealized gains
losses, net of tax, recorded in other compreherisos@me. The amortized cost of debt securitiesljasted for amortization of premiums
accretion of discounts to maturity. Such amortaratis recorded in interest income. The cost of sgées sold is based on the spec
identification method. Realized gains and losseghensale of debt securities and declines in valdged to be other than temporary
recorded on a net basis in other income. Interedidividends on securities classified as availébiesale are recorded in interest income.

In the second quarter of fiscal 2006, the Compaayed $1.0 billion of new 6.60% senior unsecurgdsihich will mature on April 1, 201
The Company will use $750 million of the proceedsthe repayment of its outstanding $750 milliomgpipal amount of 7.25% Notes ¢
October 1, 2006, and the remaining proceeds wezé 8 general corporate purposes. The Compangg-gfrm investment at July 1, 201
includes $750 million of proceeds from the new &me and earnings on the investment. These furdsradeposit in an interest bea
account with a trustee. The Company has appliedSSRA. 115 and has determined the investment is wdssified as available-for-sale.




RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In March 2005, the Financial Accounting Standardsuifdl (FASB) issued Interpretation No. 4Actounting for Conditional Asset Retirem
Obligations,” an interpretation of FASB Statememt. 43 (FIN 47). Statement of Financial AccountBtandards No. 143 Atcounting fo
Asset Retirement ObligationsSFAS No. 143), was issued in June 2001 and reqaitesntity to recognize the fair value of a lidilior ar
asset retirement obligation in the period in whiicls incurred if a reasonable estimate of fairueatan be made. SFAS No. 143 applie
legal obligations associated with the retiremena ¢dngible londived asset that resulted from the acquisition,staction, development a
(or) the normal operation of a long-lived assete Bissociated asset costs are capitalized as pidwe ohrrying amount of the lorliyed asse
FIN 47 clarifies that the term “conditional assetinrement obligationas used in SFAS No. 143, refers to a legal obbgatid perform an ass
retirement activity in which the timing and (or) thed of settlement are conditional on a future éwbat may or may not be within 1
control of the entity. FIN 47 requires an entityrezognize a liability for the fair value of a cadtohal asset retirement obligation if the -
value of the liability can be reasonably estimatdédcertainty about the timing and (or) method dflement of a conditional asset retiren
obligation should be factored into the measureneénhe liability when sufficient information existSFAS No. 143 acknowledges tha
some cases, sufficient information may not be abidl to reasonably estimate the fair value of asetasetirement obligation. FIN 47
effective for the end of fiscal years ending afbecember 15, 2005; therefore, the Company will adfdl 47 as of September 30, 2006.
Company is currently in the process of evaluating potential effects of FIN 47, but does not bediég adoption will have a material imp
on its consolidated condensed financial statements.

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

In June 2006, the FASB issued Interpretation N@."ABcounting for Uncertainty in Income Taxesfi interpretation of FASB Statement
109 (FIN 48). FIN 48 prescribes a recognition thodd and measurement attribute for the financitieshent recognition and measureme;
a tax position taken or expected to be taken imxaréturn. FIN 48 also provides guidance on demeitiog, classification, interest a
penalties, accounting in interim periods, disclesand transition. FIN 48 is effective for fiscalaye beginning after December 15, 2(
therefore the Company expects to adopt FIN 48 atbtbginning of fiscal 2008. The Company has notdetermined the impact of tl
accounting standard.

RECLASSIFICATIONS

Certain reclassifications related to the clasdgiftcaof items on the Consolidated Condensed Staiesnaf Operations have been mad
conform to current presentations. The effect of theassifications was not material to the Compargdnsolidated condensed finan
statements.

NOTE 2: OTHER CHARGES

In February 2006, the Company announced its decisie@lose its Norfolk, Nebraska beef processirampand its West Point, Nebraska !
slaughtering plant. These facilities closed in keby 2006. Production from these facilities wadtsti primarily to the Company’ bee
complex in Dakota City, Nebraska. Combined, thege facilities employed approximately 1,665 team rhers. In the second quartel
fiscal 2006, the Company recorded charges of $3bomifor estimated impairment charges and $9 williof other closing costs. Otl
closing costs included $8 million for employee teration benefits and $1 million in other plant dtasrelated liabilities. In the third quar
of fiscal 2006, the Company recorded an additié2amillion related to other plant closing relatébllities and reversed approximately
million related to employee termination benefithe$e amounts were reflected in the Beef segmemthange to operating income (loss)
included in the Consolidated Condensed Statemédr@perations in other charges. The Company accduietethe closing of these faciliti
in accordance with




Statement of Financial Accounting Standards No., YAdcounting for the Impairment or Disposal of lgphived Assets” FAS No. 144
and Statement of Financial Accounting Standards M6, “Accounting for Costs Associated with Exit Bisposal Activities” EFAS No
146). As of July 1, 2006, approximately $5 millionemployee termination benefits and $3 millionotfier plant closing related costs
been paid. No material adjustments to the totallet@re anticipated at this time.

In January 2006, the Company announced its dectsi@tose two of its processed meats facilitiesdntheast lowa. The Independence
Oelwein plants, which produced chopped ham an@dllancheon meats, closed in March 2006. Combittexhe two facilities employ:
approximately 400 team members. Equipment fromettiasilities was removed and either sold or usedtlar Tyson locations, while t
plants and related property are currently offe@dstle. In the second quarter of fiscal 2006 Gbepany recorded charges of $12 millior
estimated impairment charges and $2 million for leyge termination benefits. In the third quarterfistal 2006, the Company rever
approximately $1 million related to employee teration benefits. These amounts were reflected ifPtlepared Foods segment as a char
operating income and included in the Consolidateddensed Statements of Operations in other chafdes Company accounted for
closing of these facilities in accordance with SFR&. 144 and SFAS No. 148s of July 1, 2006, approximately $1 million in eloyee
termination benefits had been paid. No materialstdjents to the total accrual are anticipatedigttitne.

During fiscal 2002, the Company recorded $26 millaf costs related to the restructuring of its Isveine operations that consisted of
million of estimated liabilities for resolution @ompany obligations under producer contracts anchiflfon of other related costs associc
with this restructuring, including lagoon and dibsure costs and employee termination benefitshénfourth quarter of 2004, the Comp
recorded an additional reserve of $6 million redate lagoon and pit closure costs. These amounte v&flected in the Compars/Porl
segment as a reduction of operating income andidecl in the Consolidated Condensed Statements efa@@ns in other charges. 1
Company is accounting for the restructuring ofliite swine operations in accordance with Emergisgués Task Force No. 94-3idbility
Recognition for Certain Employee Termination Betseind Other Costs to Exit an Activitghd SFAS No. 144. In July 2005, the Comg
announced it agreed to settle a lawsuit which tedulrom the restructuring of its live swine opeyas. The settlement resulted in
Company recording an additional $33 million of co&t the third quarter of fiscal 2005. These add#i costs were reflected in

Companys Pork segment as a reduction of operating incamdleirecluded in the Consolidated Condensed Statesran®perations in oth
charges. As of July 1, 2006, $49 million in paynsetat former producers and $14 million of other telacosts have been paid. No mat
adjustments to the total accrual are anticipatdlistime.

In July 2005, the Company announced its decisiomae improvements to one of its Forest, Mississifgeilities, which includes mo
product lines, enabling the plant to increase pectido of processed and marinated chicken. The irgnents were made at the for
Choctaw Maid Farms location, which the Company &equin fiscal 2003. The ComparsyCleveland Street Forest, Mississippi, pol
operation ceased operations in March 2006. The @agnpransferred the production and team membetfsetmewly upgraded facilities. T
Cleveland Street Forest operation employed apprataly 900 team members. As a result of this detjgize Company recorded total c«
of $9 million for estimated impairment charges iscél 2005. This amount was reflected in the Chickegment as a reduction of opere
income and included in the Consolidated Condensaigi@ents of Operations in other charges. The Coynpecounted for the closing of -
Cleveland Street Forest operation in accordanch @REAS No. 144 and SFAS No. 146. No material adjasts to the total accrual .
anticipated at this time.

In July 2005, the Company announced its decisiorcltse its Bentonville, Arkansas, facility. The Bemville operation employe
approximately 320 team members and produced rawpartdhlly fried breaded chicken tenders, filldigers and gizzards. The plant cez
operations in November 2005. The production from thcility was transferred to the CompasyRussellville, Arkansas, poultry plant, wk
an expansion enabled the facility to absorb thetd@eiille facility’s production. As a result of this decision, the @any recorded total co:
of $1 million for estimated impairment charges &idmillion for employee termination benefits indéd 2005. These amounts were refle
in the Chicken segment as a reduction to operatiogme and included in the Consolidated CondengatkiBents of Operations in ot
charges. The Company accounted for the closingeoBentonville operation in accordance with SFAS N&t and SFAS No. 146. As of J
1, 2006, approximately $1 million of employee tamation benefits had been paid. No material adjustsnt® the total accrual are anticipe
at this time.




In December 2004, the Company announced its decisiclose its Portland, Maine, facility. The Pantli operation employed approxima
285 team members and produced sliced meats an@daokst beef. The plant ceased operations Febdy&905, and production from t
facility was transferred to other locations. Asault of the decision, the Company recorded tatsiscof $4 million ($3 million and $1 millic
in the first and second quarters, respectivelyfisafal 2005) that included $2 million of estimatedpairment charges and $2 million
employee termination benefits. In the fourth quané fiscal 2005, the Company reversed approxingaf&l million of closing relate
liabilities. In the first quarter of fiscal 2006 Company reversed approximately $1 million reldteemployee termination benefits. Tk
amounts were reflected in the Prepared Foods sdgas@ change to operating income and includechén Qonsolidated Conden:
Statements of Operations in other charges. The @oynaccounted for the closing of the Portland ajmran accordance with SFAS No. 1
and SFAS No. 146. As of July 1, 2006, $1 millioreafiployee termination benefits had been paid. Neerigh adjustments to the total acci
are anticipated at this time.

NOTE 3: FINANCIAL INSTRUMENTS

The Company purchases certain commodities, sugjraass, livestock and natural gas, in the coursearsfnal operations. As part of
Companys commodity risk management activities, the Compasgs derivative financial instruments, primariyures and swaps, to red
its exposure to various market risks related tesehpurchases. Generally, contract terms of a fiahirtstrument qualifying as a hec
instrument closely mirror those of the hedged itprmyiding a high degree of risk reduction and efation. Contracts that are designated
highly effective at meeting the risk reduction awdrelation criteria are recorded using hedge atiog, as defined by Statement of Finar
Accounting Standards No. 133, “Accounting for Dative Instruments and Hedging ActivitiesSKAS No. 133), as amended. If a derive
instrument is a hedge, as defined by SFAS No. éB88nges in the fair value of the instrument willdither offset against the change in
value of the hedged assets, liabilities or firm agtments through earnings or recognized in othengrehensive income (loss) until

hedged item is recognized in earnings. The indffegbortion of an instrumerd’ change in fair value will be immediately recoguizr
earnings as a component of cost of sales.

The Company had derivative related balances ofrilibn and $117 million recorded in other curressets at July 1, 2006, and Octob:
2005, respectively, and $42 million and $125 millia other current liabilities at July 1, 2006, addtober 1, 2005, respectively.

Cash flow hedgesThe Company uses derivatives to moderate the fiaband commodity market risks of its business apiens. Derivativ
products, such as futures and option contractscangidered to be a hedge against changes in toberamof future cash flows related
commodities procurement. The Company also entégsiitterest rate swap agreements to adjust theopiiop of total longterm debt an
leveraged equipment loans subject to variable ésterates. Under these interest rate swaps, thep@onagrees to pay a fixed rate of inte
times a notional principal amount and to receivadturn an amount equal to a specified variable odtinterest times the same notic
principal amount. These interest rate swaps arsidered to be a hedge against changes in the ambfuttire cash flows associated with
Company’s variable rate interest payments.

The effective portion of the cumulative gain ordosn the derivative instrument is reported as apmmant of accumulated otl
comprehensive income (loss) in shareholdergiity and recognized into earnings in the samégesr periods during which the hed
transaction affects earnings (for grain commodigddes, when the chickens that consumed the hedgéd @re sold). The remaini
cumulative gain or loss on the derivative instrutnenexcess of the cumulative change in the presehte of the future cash flows of -
hedged item, if any, is recognized in earningsrduthe period of change. Ineffectiveness recorééatad to the Comparg/’cash flow hedg
was not significant during the three and nine msmthded July 1, 2006, and July 2, 2005.

Derivative products related to grain procurementhsas futures and option contracts that meet theria for SFAS No. 133 hed
accounting, are considered cash flow hedges, ashbdge against changes in the amount of futurb fasvs related to commoditi
procurement. The Company applies SFAS No. 133 hadgeunting to derivative products related to ggaiacurement that are hedg
physical grain contracts that have previously baechased. The Company does not purchase deriyatiicts related to grain procurerr
in excess of its physical grain consumption requasts. The Compang’grain procurement hedging activities are fordhan commaodit
purchase price only and do not hedge other comgsrgrgrain cost such as basis differential andyfriecosts. The after tax gains, ne
losses, recorded in accumulated other compreheimgivene




(loss) at July 1, 2006, related to cash flow hedgese $2 million. These gains will be recognizeithim the next 12 months. The Comp:
generally does not hedge cash flows related to amdiitites beyond 12 months. Of these gains, thegorgésulting from the Compars/bpel
mark-to-market SFAS No. 133 hedge positions wasigpiificant as of July 1, 2006.

Fair value hedges:The Company designates certain futures contractaimsalue hedges of firm commitments to purchaseket hogs fc
slaughter and natural gas for the operation gblasts. From time to time, the Company also entémsforeign currency forward contracts
hedge changes in fair value of receivables andhase commitments arising from changes in the exgghaates of foreign currenci
however, the Company has not entered into any mmbhtemtracts during the three and nine months @dadéy 1, 2006, and July 2, 2005. °
changes in the fair value of a derivative thatighly effective and that is designated and qualifis a fair value hedge, along with the ga
loss on the hedged asset or liability that is lamtable to the hedged risk (including gains or édssen firm commitments), are recorde:
current period earnings. Ineffectiveness resultsmthe change in the fair value of the hedge instnt differs from the change in fair va
of the hedged item. Ineffectiveness recorded reéltaethe Company’ fair value hedges was not significant duringttiree and nine mont
ended July 1, 2006, and July 2, 2005.

During the second quarter of fiscal 2006, the Camgpamoved the fair value designation on certaiaricial instruments that were in plac
hedge forward cattle purchases. These designati@ne removed to provide a natural offset to thengiand losses resulting from

Companys derivatives tied to its forward fixed price satédoxed beef, as this activity does not qualdy FAS No. 133 hedge accounti
The Company recorded net gains of approximately 2on in the second quarter of fiscal 2006 assttl with the financial instrumel
that were previously designated as fair value hedgese gains are included in the Consolidatedl@used Statements of Operations in
of sales.

Undesignated positionsThe Company holds positions as part of its risk agament activities, primarily certain grains, liteeek and natur:
gas futures for which it does not apply SFAS No3 h&@dge accounting, but instead marks these pesito fair value through earnings
each reporting date. Changes in market value @fateres used in the Comparsytisk management activities surrounding invengooe han
or anticipated purchases of inventories or supp@resrecorded in cost of sales. Changes in maddaevof derivatives used in the Company’
risk management activities surrounding forward Salentracts are recorded in sales. The CompanyaBndoes not enter into undesigne
positions beyond 12 months.

The Company enters into certain forward sales aetdeef and boxed pork and forward purchasestté i fixed prices. The fixed pri
sales contracts lock in the proceeds from a salaénfuture and the fixed cattle purchases lockhi cost of raw material in the futL
although the cost of the livestock and the reldtexked beef and pork market prices at the time ®eftide or purchase will vary from this fi
price, creating basis risk. Therefore, as fixedvimd sales and forward purchases of cattle areezhtato, the Company also enters inta
appropriate number of livestock futures positiofikanges in market value of the open livestock &gpositions are marked to market
reported in earnings at each reporting date eveagth the economic impact of the Companfiked prices being above or below the me
price is only realized at the time of sale or pas#h In connection with these livestock futures,@ompany recorded realized and unrea
net losses of $14 million and $28 million for thege and nine months ended July 1, 2006, respéctivlich included an unrealized pre
loss on open mark-toarket futures positions of approximately $17 millias of July 1, 2006. Included in the net lossegHe nine montt
ended July 1, 2006, are net gains of $28 millidmssguent to the removal of certain fair value destigns described above. For the three
nine months ended July 2, 2005, the Company redordalized and unrealized net losses of $13 milbma net gains of $7 millio
respectively, related to livestock futures posision

10




NOTE 4: INVENTORIES

Processed products, livestock (excluding breedans) supplies and other are valued at the lowerost €first-in, firstout) or marke
Livestock includes live cattle, live chicken angeliswine. Cost includes purchased raw materiais,durchase costs, growout costs (prim.
feed, contract grower pay and catch and haul cdat®)r and manufacturing and production overheddch are related to the purchase
production of inventories. Live chicken consistsbobilers and breeders. Breeders are stated afesstamortization. The costs associ
with breeders, including breeder chicks, feed aedinine, are accumulated up to the production séageamortized to broiler inventory o
the productive life of the flock using a standanit @f production. Total inventory consists of flelowing (in millions):

July 1, October 1

2006 2005
Processed products $ 1,21 % 1,21(C
Livestock 562 537
Supplies and other 323 31¢
Total inventory $ 209 $ 2,062

NOTE 5: PROPERTY, PLANT AND EQUIPMENT

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

July 1, October 1

2006 2005
Land $ 11z $ 11z
Buildings and leasehold improveme 2,39( 2,33¢
Machinery and equipme 4,21¢ 4,01t
Land improvements and oth 19¢ 19t
Buildings and equipment under construction 43E 407

7,34¢ 7,06¢

Less accumulated depreciation 3,30¢ 3,06z
Net property, plant and equipme $ 4040 $ 4,007
NOTE 6: OTHER CURRENT LIABILITIES
Other current liabilities are as follows (in mittis):

July 1, October 1

2006 2005
Accrued salaries, wages and benefits $ 265 % 26¢
Self-insurance reserve 25C 252
Income taxes payab 69 18z
Other 33C 36€
Total other current liabilities $ 914 $ 1,07¢
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NOTE 7: LONG-TERM DEBT

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

July 1, October 1

Maturity 2006 2005
Revolving Credit Facility 201C $ - $ -
Senior Notes (rates ranging from 6.13% to 8.2 200€-202¢ 3,417 2,52¢
Term Loan (6.09% effective rate at 7/1/06 i
4.44% effective rate at 10/1/0 200¢ 34t 34k
Accounts Receivable Securitization (5.77% effectate at 7/1/06 2006, 200 24¢€ -
Institutional Notes
(10.84% effective rate at 7/1/06 and 10/1/ 200¢ 10 10
Leveraged equipment loa
(rates ranging from 4.67% to 5.99' 200€-200¢ 44 64
Other Various 50 47
Total debt 4,11z 2,99t
Less current debt 1,04¢ 12€
Total long-term debt $ 3,06 $ 2,86¢

In the second quarter of fiscal 2006, the Compasyed $1.0 billion of new senior unsecured noteishwivill mature on April 1, 2016. Tl
notes carried an initial 6.60% interest rate, vitterest payments due seamnually on April 1 and October 1. The Company wie $75
million of the proceeds for the repayment of itsstanding $750 million principal amount of 7.25%tBl®due October 1, 2006. The remail
proceeds were used for general corporate purp@besCompany’s shoterm investment at July 1, 2006, includes $750iomlbf proceec
from this new issuance and earnings on the invadtriiée $750 million was deposited in an interestring account with a trustee.

The revolving credit facility, senior notes, teroah and accounts receivable securitization conaiious covenants, the more restrictiv
which contain maximum allowed leverage ratios angiimimum required interest coverage ratio. At timetthe Company completed
initial draft of its third quarter interim finandiatatements, the Company determined it would mettbeen in compliance with the maxin
allowed leverage ratios with respect to the revgwveredit facility and the term loan as of July2006. The Company obtained a waiver
such covenants it would not have been in compliamite and negotiated less restrictive debt covenaluring the fourth quarter of fisi
2006. See Note 17: Subsequent Events, for furtiseusision on the waiver, revised debt covenantstlamdlassification of the debt as long-
term.

The Company has an unsecured revolving creditifiaddtaling $1.0 billion that supports the Companghortterm funding needs and lett
of credit. The facility expires in September 20A0.July 1, 2006, the Company had outstanding Iettércredit totaling approximately $1
million issued primarily in support of workersbmpensation insurance programs and derivativeitiesi. There were no draw downs ur
these letters of credit at July 1, 2006. At JulY2006, and October 1, 2005, there were no amouatgrdunder the revolving credit facili
however, the outstanding letters of credit and tantiing borrowings related to its commercial papegram reduce the amount availe
under the revolving credit facility. See Note 1TbSequent Events, for further discussion regardimtgcrease in the availability under
Company’s unsecured revolving credit facility.

At July 1, 2006, the Company had a receivablestiage agreement with three porchasers to sell up to $750 million of trade nemigles
that consisted of $375 million expiring in Augu$t0® and $375 million expiring in August 2008. Onglist 8, 2006, the Company exten
the expiration dates under the receivables purchgseement to provide that $375 million in committseunder the agreement expirt
August 2007 and the other $375 million in commitisezxpire in August 2009. The receivables
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purchase agreement has been accounted for asavbayrand has an interest rate based on commerajr issued by the gmirchaser:
Under this agreement, substantially all of the Canys accounts receivable are sold to a special purposigy, Tyson Receivabl
Corporation (TRC), which is a whollgwned consolidated subsidiary of the Company. TREits own separate creditors that are entitl
be satisfied out of all of the assets of TRC prioany value becoming available to the CompanyR&’$ equity holder. At July 1, 2006, th.
was $123 million outstanding of the commitments amthe agreement expiring in August 2006 and $128om outstanding of th
commitments under the agreement expiring in Au@@§8, while at October 1, 2005, there were no ansdrawn under the receivak
purchase agreement.

The Company guarantees debt of outside third gantigich include a lease and grower loans, all loictv are substantially collateralized
the underlying assets. Terms of the underlying dabge from two to nine years and the maximum pi@leamount of future payments as
July 1, 2006, was $78 million. The Company alsonm@ns operating leases for various types of eqaigmsome of which contain resid
value guarantees for the market value for assetseagnd of the term of the lease. The terms ofdhse maturities range from one to se
years. The maximum potential amount of the residafile guarantees is approximately $110 millionwbich, approximately $27 millic
would be recoverable through various recourse prong and an undeterminable recoverable amountb@séhe fair market value of t
underlying leased assets. The likelihood of paysientler these guarantees is not considered toobalge. At July 1, 2006, and Octobe
2005, no liabilities for guarantees were recorded.

The Company has fully and unconditionally guaracht&884 million of senior notes issued by Tyson Rréteats, Inc., a whollpwnec
subsidiary of the Company. Additionally, the Compdmas fully and unconditionally guaranteed $345liaril related to a term loan facil
borrowed by Lakeside Farm Industries, Ltd., a whollvned subsidiary of the Company.

NOTE 8: CONTINGENCIES

Listed below are certain claims made against thenfizmy and its subsidiaries. In the Compangpinion, it has made appropriate
adequate reserves, accruals and disclosures wheessary and the Company believes the probabfliayroaterial loss beyond the amot
accrued to be remote; however, the ultimate ligbfir these matters is uncertain, and if accraalg reserves are not adequate, an ad
outcome could have a material effect on the codatdd financial condition or results of operatioshe Company. The Company believe
has substantial defenses to the claims made agwtinto vigorously defend these cases.

Wage and Hour/ Labor Matters: In 2000, the Wage and Hour Division of the U.&pBrtment of Labor (DOL) conducted an industige
investigation of poultry producers, including the@rpany, to ascertain compliance with various wageé hour issues. As part of t
investigation, the DOL inspected 14 of the Compapybcessing facilities. On May 9, 2002, a civihmg@aint was filed against the Compi
in the U.S. District Court for the Northern Distriof Alabama,Elaine L. Chao, Secretary of Labor, United Statep&rtment of Labor
Tyson Foods, IncThe complaint alleges that the Company violatedadvertime provisions of the federal Fair Labarsiards Act (FLSA) |
the Company's chickeprocessing facility in Blountsville, Alabama. Theneplaint does not contain a definite statement bhtwact
constituted alleged violations of the statute, @ih the Secretary of Labor has indicated in disppvhat the case seeks to require
Company to compensate all hourly chicken processioidkers for pre- and poshift clothes changing, washing and related aativiand fo
one of two unpaid 3@dinute meal periods. The Secretary of Labor seaekpecified back wages for all employees at the B&uille facility
for a period of two years prior to the date of fimg of the complaint, an additional amount inspecified liquidated damages, anc
injunction against future violations at that fagiland all other chicken processing facilities @ped by the Company. Discovery is in proi
and set to close on September 18, 2006. No trial li@s been set.

On June 22, 1999, 11 current and former employé#&seoCompany filed the case Bf.H. Fox, et al. v. Tyson Foods, Inc. (Fam)the U.S
District Court for the Northern District of Alabantdaiming the Company violated requirements of Bh&A. The suit alleges the Compi
failed to pay employees for all hours worked anditgproperly paid them for overtime hours. The sypiecifically alleges that (1) employ:
should be paid for time taken to put on and takeeftain working supplies at the beginning and ehtheir shifts and breaks and (2) the
of "mastercard” or "line" time fails to pay empl@gefor all time actually worked. Plaintiffs seekrepresent themselves and all simil
situated current and former employees of the Compan
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and plaintiffs seek reimbursement for an unspetiféanount of unpaid wages, liquidated damages, redyofees and costs. To di
approximately 5,100 consents have been filed withDistrict Court. Plaintif§ filed their Renewed Motion for Court Supervisedtile tc
Potential Collective Action Members on April 18,0) to which the Company filed their response omeJ&7, 2006. It is anticipated t
Plaintiffs will file a reply no later than August 2006. No trial date has been set.

On August 22, 2000, seven employees of the Comfiled/the case oDe Asencio v. Tyson Foods, Ing.the U.S. District Court for tt
Eastern District of Pennsylvania. This lawsuitimikar to Fox in that the employees claim violations of the FL8Aallegedly failing to pa
for time taken to put on, take off and sanitizet@ierworking supplies, and violations of the Perivesyia Wage Payment and Collection L
Plaintiffs sought to represent themselves and iaiilaly situated current and former employees loé poultry processing plant in N
Holland, Pennsylvania, and plaintiffs sought reingament for an unspecified amount of unpaid waligasdated damages, attorney fees
costs. Approximately 560 additional current or fememployees filed consents to join the lawsuitwé week jury trial beginning on June
2006 ended with a verdict in Tysanfavor. Final judgment was entered on June 226 20@ the Plaintiffs filed their notice of appeal duly
21, 2006.

On November 5, 200MMaria Chavez, et al. v. IBP, Lasso Acquisition Gogiion and Tyson Foods, Inc. (Chavers filed in the U.¢
District Court for the Eastern District of Washiagtby employees of TFM’'Pasco, Washington beef slaughter, processinbided facilities
alleging violations of the FLSA, 29 U.S.C. Sectid®l -219, as well as violations of the Washington Stdteimum Wage Act, RCV
chapter 49.46, Industrial Welfare Act, RCW chaptérl2, and the Wage Deductions-Contributitebates Act, RCW chapter 49.52.
Chavezlawsuit alleges TFM and/or the Company required leyges to perform unpaid work related to the dogramd doffing of certa
personal protective clothing and equipment, boibrpio and after their shifts, as well as duringaiperiods. Plaintiffs further allege !
holdings inAlvarez, et al. v. IBBupport a claim of collateral estoppel and/or tehdata as to many of the issues raised in thgatibn. Or
July 20, 2005, judgment was entered for $11.4 omilliexclusive of costs and attorney fees. Attorrfeyshe Chavezplaintiffs have indicate
to the Company their intention to file a follow-snit to ChaveZor different potential claimants alleging simikgiblations to those raised
Chavez. On November 28, 2005, the District Court awarttesl attorneys for th€havezplaintiffs approximately $1.9 million in fees &
expenses. On December 12, 2005, the District Govarded additional costs of $19,651. On Decemb20@5, the Company filed a notice
appeal with the Ninth Circuit Court of Appeals. Tparties later met and reached an agreement thiatesolve Chavezand certain post-
Chavezclaims for $10.2 million. On May 19, 2006, a Settent Agreement and a Joint Motion to Approve Classon Settlement was file
by the parties The district court will hold a Final Approval Heag on September 26, 2006, at which time it will sider the terms 1
settlement.

On November 21, 2002, a lawsuit entitiéchily D. Jordan, et al. v. IBP, inc. and Tyson Fspbhc., was filed in the U.S. District Court 1
the Middle District of Tennessee. Ten current asrdhier hourly employees of Tyson Fresh Meat's (TE&Heready facility in Goodlettsville
Tennessee, filed a complaint on behalf of themsearal other unspecified, allegedly "similarly siagi employees, claiming the defendi
violated the overtime provisions of the FLSA. That slleges the defendants failed to pay employeesll hours worked from the plar
commencement of operations in April 2001. In pailtc, the suit alleges employees should be paidhfertime it takes to collect, assen
and put on, take off and wash their health, sadety production gear at the beginning and end af #iéfts and during their meal period. 7
suit also alleges the Company deducts 30 minutedgefrom employees' paychecks regardless of venatimployees obtain a full 38inute
period for their meal. Plaintiffs are seeking aldetion that the defendants did not comply wite EFLSA, and an award for an unspeci
amount of back pay compensation and benefits, drgratittements, liquidated damages, prejudgmentastiudgment interest, attorney fe
and costs. On November 17, 2003, the District Coartditionally certified a collective action compgadsof similarly situated current a
former employees at the Goodlettsville facility édsipon clothes changing and washing activitieswammhid production work during m
periods, since the plant operations began in AZ001. Class Notices to approximately 4,500 pro$peatlass members were mailed
January 21, 2004. Approximately 525 current andnfaremployees opted into the class. A secondjroplass notice was mailed to 1,
current and former team members who were hired 8fesember 16, 2003. In late March 2006, Plaintiéfported a total of 48 additiol
persons who opted into the class. Discovery witiatode on December 31, 2006, after which the is€iourt will hold a status conferetr
to discuss the need for dispositive motions arad. tri
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NOTE 9: STOCK-BASED COMPENSATION

In December 2004, the FASB issued Statement offEinhAccounting Standards No. 123R, “Share-Basgghfent” SFAS No. 123R). Tt
pronouncement requires companies to measure aogniee compensation expense for all sHzsed payments to employees, inclu
grants of employee stock options, restricted stouk performanceased shares, in the financial statements baséukediair value at the de
of the grant. In the first quarter of fiscal 2006¢ Company adopted SFAS No. 123R using the madifi@spective method. Under
modified prospective method, compensation costlvélrecognized for all shalsed payments granted after the adoption of SFAS RBF
and for all awards granted to employees prior &atoption date of SFAS No. 123R that remain uedesh the adoption date. Accordin
no restatements were made to prior periods.

Prior to the adoption of SFAS No. 123R, the Compapplied Accounting Principles Board Opinion No, 2&ccounting for Stock Issued
Employees”in accounting for its employee stock compensatiam$ Accordingly, no compensation expense wasgrazed for its stoc
option issuances as stock options are issued wittkarcise price equal to the closing price atdéie of grant. Also, prior to the adoptior
SFAS No. 123R, the Company issued restricted stockrecorded the fair value of such awards as ef@ompensation amortized over
vesting period. Had compensation expense for thel®me stock compensation plans been determineedbas the fair value method
accounting for the Company’s stock compensationgpéccording to FASB Statement No. 123, “AccounforgStock-Based Compensation,”
the tax-effected impact would be as follows (inlimils, except per share data):

Three Months Ende Nine Months Ende

July 2, 2005 July 2, 2005

Net income as reporte $ 131 $ 25t
Stocl-based employee compensation expe

included in net income, net of t 5 12
Total stocl-based employee compensat

expense determined under fair va

based method for all awards, net of (7 (18)
Pro forma net income $ 12¢  $ 24¢
Earnings per shal
As reportec

Class A Basit $ 0.3¢ % 0.7¢

Class B Basi 0.3t 0.6¢

Diluted 0.3¢€ 0.71
Pro forma

Class A Basit $ 0.3t % 0.7¢

Class B Basi 0.3t 0.67

Diluted 0.3¢ 0.7c¢

The Company issues shares under its shaded compensation plans by issuing Class A constamk from treasury. The total numbe
shares available for future grant under the Tysoodg, Inc. 2000 Stock Incentive Plan (IncentivenPlaas 11,460,043 at July 1, 2006.

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

Directors (Compensation Committee). The IncentilemPncludes provisions for granting incentive &t@ptions for shares of Class A st
at a price not less than the fair market valuéhatdate of grant. Nonqualified stock options mayghsnted at a price equal to, less tha
more than the fair market value of Class A stockhendate the option is granted. Stock options
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under the Incentive Plan generally become exer@saltably over two to five years from the dategodint and must be exercised withir
years from the date of grant. The Com(’'s policy is to recognize compensation expense stiagght line basis over the requisite ser
period for the entire award.

Weighted Averag Aggregate
Weighted Averag Remaining Intrinsic
Shares Unde Exercise Prict Contractua Value
Option Per Shart Life (in Years) (in millions)
Outstanding, October 1, 2005 17,343,29. $ 12.9:
Exercisec (1,561,25) 10.9¢
Cancelec (713,769 14.5¢
Granted 3,695,72i 16.3¢
Outstanding, July 1, 2006 18,763,99 13.6¢ 6.2 $37
Exercisable, July 1, 2006 8,862,92! $ 12.52 3.8 $27

The weighted-average gragi&te fair value of options granted during the fipgarter of fiscal 2006 was $6.86. No options wgramted durin
the second or third quarters of fiscal 2006. The falue of each option grant is established ondhte of grant using the Bla@ehole:
optionpricing model for grants awarded prior to OctobgQ05, and a binomial lattice method for grantai@ed subsequent to Octobe
2005. The change to the binomial lattice method masle to better reflect the exercise behavior pfrtmnagement. The Company
historical volatility for a period of time that iomparable to the expected life of the option ttederine volatility assumptions. Risk fi
interest rates are based on the five year Tredsurg rate. Weighted average assumptions as oflJ@006, used in the fair value calcula
are outlined in the following table.

Weighted average expected | 5.6 year
Weighted average ri-free interest rat 3.52%
Range of ris-free interest rate 2.€-4.8%
Weighted average expected volatil 35.90%
Range of expected volatili 35.2-40.1%
Expected dividend yiel 1.17%

The Company recognized stobksed compensation expense related to stock optiehsf income taxes, of $3 million and $7 millidaring
the three months and nine months ended July 1,,2886ectively. This included a tax benefit of $illion and $4 million for the three a
nine months ended July 1, 2006, respectively. Tine no options vested during the third quartefisafal year 2006. The fair value
options vested was $5 million for the nine monthdexl July 1, 2006.

The Company received cash from the exercise oksiptions of $5 million and $19 million for the #e and nine months ended July 1, 2
respectively. The related tax benefit realized fistotk options exercised during the three and mioeths ended July 1, 2006, was $1 mil
and $4 million, respectively. The total intrinsialve of options exercised in the three months and months ended July 1, 2006, wa:
million and $7 million, respectively. Prior to tleloption of SFAS No. 123R, the Company classiffeditax benefits of deductions resul
from the exercise of stock options as cash flowmfoperating activities in the Consolidated ConddrStatements of Cash Flows. SFAS
123R requires the cash flows resulting from taxudéidns in excess of the compensation cost of tlpsiens (excess tax deductions) tc
classified as financing cash flows. The Companyritirealize any excess tax deductions during iheetand nine months ending Jul
2006. As of July 1, 2006, the Company had $41 amllof total unrecognized compensation cost reléestock option plans that will
recognized over a weighted average period of 2absye
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Restricted Stock
The Company issues restricted stock at the mamdeevas of the date of grant, with restrictionsieng over periods through July 1, 20
Unearned compensation is recognized over the yeptinod for the particular grant using a straityi-method.

Weighted Averag Aggregate
Weighted Averag Remaining Intrinsic
Number of Gran-Date Fait Contractua Value
Shares Value Per Shar Life (in Years) (in millions)
Nonvested, October 1, 201 9,126,65¢ $ 12.4
Grantec 757,41( 16.0¢
Dividends 76,17: 14.6(C
Vested (264,997 12.2¢
Forfeited (204,400 13.72
Nonvested, July 1, 20( 9,490,84. $ 12.7( 1.7 $141

As of July 1, 2006, the Company had $46 milliontatal unrecognized compensation cost related ticesd stock awards that will
recognized over a weighted-average period of larsye

The Company recognized stobksed compensation expense related to restriaiel, stet of income taxes, of $4 million and $1 liwrl for
the three and nine months ended July 1, 2006, cagply. The related tax benefit for the three ame months ended July 1, 2006, wa:
million and $7 million, respectively.

Performancébased Shares

In July 2003, the Compensation Committee authorthedCompany to award performance-based shardsed€dompanys Class A stock -
certain senior executive officers on the first bess day of each of the Company2004, 2005 and 2006 fiscal years having an |
maximum aggregate value of $4 million on the ddteach award. In August 2005 and September 20@4 Cihmpensation Commit
authorized the expansion of the fiscal 2006 anchfi005 awards to include additional senior oficéhe expansions increased the ir
maximum aggregate value by $3 million and $2 millfer the 2006 and 2005 grants, respectively. Tégting of the performandease!
shares for the 2004 and 2005 awards is over tteaesyand the vesting of the 2006 award is overamébonehalf to three years (the Vesti
Period), each award being subject to the attainmnE@ompany goals determined by the Compensatiomr@itiee prior to the date of t
award. The Company reviews progress towards tlanatent of Company goals each quarter during th&tivig Period. The attainment
Company goals can be finally determined only atehd of the Vesting Period. If the shares vest,uitiemnate cost to the Company will
equal to the Class A stock price on the date tkeeshvest times the number of shares awarded lfpeebrmance grants with other tt
market criteria. For grants with market performangteria, the ultimate cost will be the fair valaéthe probable shares to vest regardle
the shares actually vest. In the first quarterisddl 2006, the Company began accounting for pexdncebased shares in accordance
SFAS No. 123R. Total expenses recorded under SFAS2BR related to performanbased shares were not significant in the threenama
months ended July 1, 2006.
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NOTE 10: PENSIONS AND OTHER POSTRETIREMENT BENEFITS

Components of net periodic benefit cost for thespmm and other postretirement benefit plans thatwecognized in the Consolida
Condensed Statements of Operations are as foliowsilfions):

Pension Benefit Other Postretirement Benef
Three Months Ende Three Months Ende
July 1, July 2, July 1, July 2,
2006 2005 2006 2005
Service cost $ 1 3 2 8 1 3 -
Interest cos 2 1 1 1
Amortization of prior service co: 1 - 1) -
Expected return on plan assets (2) (1) - R
Net periodic benefit co: $ 2 % 2 % 1 $ 1
Pension Benefit Other Postretirement Benef
Nine Months Ende Nine Months Ende:
July 1, July 2, July 1, July 2,
2006 2005 2006 2005
Service cost $ 4 % 5 % 1 3 -
Interest cos 5 4 3 3
Amortization of prior service co: 1 1 2 1)
Expected return on plan assets (5) (4) - R
Net periodic benefit cos $ 5 $ 6 $ 2 $ 2

As of July 1, 2006, the Company changed its previplans to contribute $9 million to the pensionngland will now not make a
contributions during fiscal year 2006. During thestf nine months of fiscal year 2006, the Compaagtibuted $10 million to its oth
postretirement benefit plans. Additional contribag of $3 million are expected throughout the renei of fiscal year 2006.

NOTE 11: INCOME TAXES

The effective tax rate for the third quarter andenmonths of fiscal 2006 was 32.4% and 35.3%, mvedy, as compared to 35.2%
35.9% for the same periods of fiscal 2005. The nmedax benefit for the third quarter of fiscal 20@6s increased by such items as
estimated Extraterritorial Income Exclusion (ETBnefit and general business credits, and was rddiigecertain nondeductible expe
items. On October 11, 2004, the Senate passed theridan Jobs Creation Act of 2004, which was sigmed law by the President
October 22, 2004. This new law provides for theesdf the ETI deduction and the replacement wittomestic production deduction. 1
phase out of the ETI deduction for fiscal 2006 \aillow the Company to take 80% of the prior lanoathble deduction for transactic
occurring in the first quarter of fiscal 2006 an@¥6 of the prior allowable law deduction for tran$aas in the remainder of the year.
addition, the Companyg’production income qualifies for the domestic mcithn deduction which was applicable to the Conyplaaginning
with the first quarter of fiscal 2006. This prowsiwill be phased in from fiscal 2006 through fis2@11 and provides for a deductior
between 3% and 9% of qualifying domestic productirmome over that period. For fiscal 2006, the a¢idn will be 3% of qualified incom
However, due to income limitations of the provisian benefit from the production deduction is inted in the year-to-date effective rate.
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In connection with the Compars/fenewal of certain leases, it noted differennegeferred tax liabilities related to temporary boo tax basi
differences. At this time, the tax effect of thegegpgate basis differences related to the leasas isnderstatement of approximately

million.

The Company initiated a review process to assessadlequacy of tax liabilities recorded for basi$edénces and all of its tax acco
balances, not just those related to its lease agres. As this process continues, additional inédfom, including additional tempor
differences, positive or negative, may be discodembdich could materially impact the preliminary fdifences indicated above. Howe'
management does not believe this will have a nateripact on the results of operations for the mirenths ended July 1, 2006, or Jul
2005. Once the review is completed, which is culyezxpected to be by October 31, 2006, the Compatiynake a final determination as
what, if any, adjustments should be recorded inGoenpanys financial statements and in which period any sadjustments should

recorded.
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NOTE 12: EARNINGS (LOSS) PER SHARE

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

Three Months Ende Nine Months Ende:
July 1, July 2, July 1, July 2,
2006 2005 2006 2005
Numerator:
Net income (loss $ (52 $ 131 $ (140 $ 25t
Less Dividends
Class A ($0.040/share/quart 11 10 31 30
Class B ($0.036/share/quarter) 4 4 11 11
Undistributed earnings (losses) $ (67) $ 117 $ (182) $ 214
Class A undistributed earnings (loss (49 85 (139 15¢E
Class B undistributed earnings (losses) (18) 32 (48) 59
Total undistributed earnings (losses) $ (67) $ 117 $ (182) $ 214

Denominator

Denominator for basic earnings (loss) per sh

Class A weighted average sha 24¢ 243 24¢€ 243
Class B weighted average shares,

shares under-converted method fc

diluted earnings per sha 96 10z 99 10z
Effect of dilutive securities
Stock options and restricted stock - 13 - 12

Denominator for diluted earnings
share- adjusted weighted avera

shares and assumed conversions 34¢E 35¢ 34E 357
Class A Basic earnings (loss) per share $ (0.15) $ 0.3¢ $  (0.4)) $ 0.7¢
Class B Basic earnings (loss) per share $ (0.14) $ 0.3F $ (0.3§ $ 0.6¢
Diluted earnings (loss) per share $ (0.15) $ 0.3€ $  (0.4) $ 0.71

The Company uses the two-class method, as defmé&nierging Issues Task Force Issue No. 03-6, ‘thaating Securities and the Two-
Class Method under FASB Statement No. 128, EarniegsShare,” to compute basic earnings (loss) bares The twaslass method is
earnings allocation method under which earningsspare is calculated for each class of common stodkparticipating security consider
both dividends declared (or accumulated) and ppsiion rights in undistributed earnings as ifsich earnings had been distributed dt
the period. Diluted earnings (loss) per share Haen computed assuming the conversion of the Basisares as of the beginning of
period as Class A and Class B shares participatellggn earnings and losses on a per share basigpt the payment of dividends for C

B shares which are limited to no more than 90%ngfdividends paid on Class A shares.
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Approximately 29 million of the Company’option shares were antidilutive for both the ¢hsnd nine months ended July 1, 2i
respectively, and two million were antidilutive fboth the three and nine months ended July 2, ZDB&se shares were not included in
dilutive earnings per share calculation.

NOTE 13: COMPREHENSIVE INCOME (LOSS)

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

Three Months Ende Nine Months Ende

July 1, July 2, July 1, July 2,

2006 2005 2006 2005
Net income (loss $ 52 % 131 $ (140 $ 25¢E
Other comprehensive income (loss), net of
Currency translation adjustme (6) 9 9 16
Pension unrealized lo: - - - (5)
Investments unrealized lo - - - Q)
Derivative gair - 4 3 5
Derivative loss reclassified to income statement 1 1 6 24
Total comprehensive income (loss) $ Gy $ 145 $ (140 $ 294

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

Three Months Ende Nine Months Ende:
July 1, July 2, July 1, July 2,
2006 2005 2006 2005
Income tax benefit (expenst
Pension unrealized lo: $ - $ - $ - $ 2
Derivative gair - 2 2 3
Derivative loss reclassified to income statement - (1) (3) (15)
Total income tax benefit (expense) $ - $ B $ G $ (16)

NOTE 14: SUPPLEMENTAL CASH FLOW INFORMATION

The following noneash transaction was excluded from the Consolidatmttlensed Statements of Cash Flows for the thiedter and nir
months of fiscal 2005. A $26 million change in geditin the third quarter of fiscal 2005 from thepAl 2, 2005 balance and a correspon
change in other current liabilities was due to djustment of preacquisition tax liabilities assumed as part of Tié acquisition. During tF
third quarter of fiscal 2005, it was determinedthccrual of $26 million of praequisition tax liability was no longer needed ¢méhe closin
of an IRS examination. As a result, the curreritility and the goodwill were adjusted in the thiqdarter of fiscal 2005.
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NOTE 15: SEGMENT REPORTING

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

Chicken segmentis involved primarily in the processing of live ckens into fresh, frozen and valadded chicken products. The Chic
segment markets its products domestically to fomtdilers, foodservice distributors, restaurant afmes and noncommercial foodsen
establishments such as schools, hotel chains,hcaadt facilities, the military and other food presers, as well as to international mar
throughout the world. The Chicken segment alsathe$ sales from allied products and the Comparhtken breeding stock subsidiary.

Beef segmenis involved primarily in the processing of live fedttle and fabrication of dressed beef carcasgesprimal and sulprimal
meat cuts and caseady products. It also involves deriving valuenirallied products such as hides and variety meatsdle to furthe
processors and others. The Beef segment markeisoitisicts domestically to food retailers, foodseswilistributors, restaurant operators
noncommercial foodservice establishments suchlasots; hotel chains, healthcare facilities, thetary and other food processors, as we
to international markets throughout the world. édliproducts are also marketed to manufacturerfarhpaceuticals and technical products.

Pork segmentis involved primarily in the processing of live rkat hogs and fabrication of pork carcasses intmaliand sulprimal cuts an
caseready products. This segment also represents thgp@uwy's live swine group and related allied proquotessing activities. The P
segment markets its products domestically to fomtdilers, foodservice distributors, restaurant afmes and noncommercial foodsen
establishments such as schools, hotel chains,hicesdt facilities, the military and other food presers, as well as to international mar
throughout the world. It also sells allied produtitspharmaceutical and technical products manufacty as well as live swine to p
processors.

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

Other segmentincludes the logistics group and other miscellasedjustments.
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Information on segments and a reconciliation t@ime (loss) before taxes on income are as followsn({llions):

Three Months Ende Nine Months Ende

July 1, July 2, July 1, July 2,

2006 2005 2006 2005
Sales:
Chicken $ 1,927 $ 2,08t $ 5,96¢ $ 6,207
Beef 3,032 3,10z 8,80¢ 8,671
Pork 754 811 2,27¢ 2,48¢
Prepared Fooc 661 69¢€ 1,99¢ 2,11¢
Other 14 14 46 38
Total Sales $ 6,38: $ 6,70¢ $  19,08¢ $ 1951¢
Operating Income (Loss
Chicken $ (59) $ 196 (@) $ 73 $ 44% (e)
Beef (10) 36 (262) (c) 1
Pork 12 (19 (b) 32 15 (9)
Prepared Fooc 13 28 46 (d) 60 (h)
Other 19 13 54 36
Total Operating Income (Loss) (25) 25€ (57) 557
Other Expens 51 55 15¢ 16C
Income (Loss) Before Income Taxes $—(76) m $— £21e) m

a. Includes $10 million of pretax charges relatedh® tlosing of the Cleveland Street Forest, Misgmsand Bentonville, Arkansas, poultry
operations

. Includes $33 million of pretax charges related tegal settlement involving the Comp¢'s live swine operatior

Includes $45 million of pretax charges relatedn® ¢losings of the Norfolk, Nebraska and West Rdiebraska facilities

. Includes $14 million of pretax charges relatedh® ¢losings of the Independence, lowa and Oelviewa facilities.

. Includes $12 million of pretax charges primaréiated to the closing of the Cleveland StreeteBpiMississippi, and Bentonville, Arkan:
poultry operations.

f. Includes $10 million of pretax gains related tawiin antitrust litigation

g. Includes $33 million of pretax charges related tegal settlement involving the Company’s live savivperations and $2

million of pretax gains related to vitamin antitrliigation.
h. Includes $3 million of pretax charges primarilyateld to the closing of the Portland, Maine, fagil

o0

The Beef segment had sales of $28 million and $2&min the third quarter of fiscal years 2006da005, respectively, and sales of
million and $62 million in the nine months of fidgeears 2006 and 2005, respectively, from traneastiwith other operating segments of
Company. The Pork segment had sales of $112 midlrah $109 million in the third quarter of fiscalaye 2006 and 2005, respectively,
sales of $344 million and $386 million in the nimenths of fiscal years 2006 and 2005, respectiviedyn transactions with other operat
segments of the Company. The aforementioned sades ihtersegment transactions, which were at mapkiees, were excluded from 1
segment sales in the above table.
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NOTE 16: CAPITAL STRUCTURE

During the third quarter of fiscal 2006, Tyson Lied Partnership converted 10,000,000 shares o ®&&3ommon Stock to Class A Comn
Stock (on a one for one basis).

During the second quarter of fiscal 2006, Don Tysodirector of the Company, converted 750,000eshaf Class B Common Stock to Cl
A Common Stock (on a one for one basis). Additigndlyson Limited Partnership converted 2,000,0B8rss of Class B Common Stocl
Class A Common Stock (on a one for one basis).

NOTE 17: SUBSEQUENT EVENTS

On July 24, 2006, Moody’s Investors Services, khawngraded the Company’s credit rating applicabléd senior notes from “Baa3bd
“Bal.” This downgrade increased the interest rate on 1h@ Willion senior unsecured notes issued in tl@rse quarter of fiscal 2006 frc
6.60% to 6.85%, effective since the last interestnpent made (i.e. the issuance of the new noteg)orlingly, in the fourth quarter, t
Company will record an additional $0.7 million ftre interest period from March 22, 2006 to Jul)2@06. This downgrade will incree
annual interest expense and related fees by appabdeiy $5 million, including $2.5 million related the $1.0 billion senior unsecured ni
issued in the second quarter of fiscal 2006.

On July 31, 2006, Standard & Poor’'s downgradedhmpany’s credit rating applicable to its seniotesdrom “BBB” to
“BBB-.” This downgrade did not result in an increase inititerest rate on the $1.0 billion senior unsecureigs issued in the second quz
of fiscal 2006.

On July 27, 2006, the Company entered into a thinéndment to its five-year revolving credit fagilénd the thregear term loan facility ¢
its subsidiary, Lakeside Farm Industries, Ltd. Ehesnendments modified the minimum required intecesterage ratio, temporar
suspended the maximum allowed leverage ratios mptemented temporary minimum consolidated EBITDAuieements. At the time tl
Company completed the initial draft of its thirdagter interim financial statements, the Companyemheined it would not have been
compliance with the maximum allowed leverage ratioth respect to the revolving credit facility atekrm loan as of July 1, 2006. 1
Company obtained a waiver for such covenants itldvoat have been in compliance with and negotisesd restrictive debt covenants du
the fourth quarter of fiscal 2006. The Companynicompliance with the new covenant requirementsfaduly 1, 2006. Accordingly, tl
Company has classified the debt as long-term iordemce with its terms.

In connection with these amendments, the Comaayailability under its unsecured revolving cref@itility has decreased and if

Companys credit rating is further downgraded, prior to émal of the second quarter of fiscal 2007, the Gomps required to have certair
its subsidiaries guarantee the revolving creditlifapcand term loan. The amended agreement allasysaf maximum availability under t
revolving credit facility of 50% of inventory, reded by letters of credit issued and amounts oulgtgnunder its term loan. The amo
available as of August 4, 2006, was $554 million.

Item 2. Management’s Discussion and Analysis of Financial @dition and Results of Operations
RESULTS OF OPERATIONS
Overview

Tyson Foods is the world’s largest protein compang the second largest publicly traded food compartfie Fortune 500 with one of th
most recognized brand names in the food industygom produces, distributes and markets chickerf, lpeek, prepared foods and rels
allied products. The Comparsyprimary operations are conducted in four segméitcken, Beef, Pork and Prepared Foods. Somieeoife
factors that influence the Company’s business astomer demand for the Compasyroducts, protein supplies, the ability to mamnc
grow relationships with customers and introduce aed innovative products to the marketplace, aduiéigs of international markets, mark
prices for the Compang’'chicken, beef and pork products, the cost ofdattie and hogs, raw materials and grain and tipgrefficiencies c
the Company’s facilities.
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Net loss for the third quarter of fiscal 2006 w& $nillion, or $0.15 per diluted share, compare@aonings of $131 million, or $0.36 |
diluted share, for the third quarter of fiscal 20@%5etax earnings for the third quarter of fisdad2 included $33 million of costs related 1
legal settlement involving the Company’s live swoperations and $10 million related to poultry plelosings.

Net loss for the nine months of fiscal 2006 wasGtllion, or $0.41 per diluted share, compare@aonings of $255 million, or $0.71 |
diluted share, for the nine months of fiscal 20BEetax loss for the nine months of fiscal 2006udeld $45 million of costs related to k
plant closings and $14 million related to prepaiamtls plant closings. Pretax earnings for the nimaths of fiscal 2005 included $33 milli
of costs related to a legal settlement involving @ompanys live swine operations and $15 million of costated to poultry and prepar
foods plant closings, partially offset by $12 naifli received in connection with vitamin antitrusigiition and a gain of $8 million from t
sale of the Company’s remaining interest in SpecBitands, Inc.

The Company’s Beef, Pork and Prepared Foods seghup@rating results for the third quarter of fisc@08 improved $126 million over t
second quarter, excluding plant closing charge$5& million recorded in the second quarter of fis2@06. However, as anticipated,
Company continued to face challenging operatinglitamms in the third quarter of fiscal 2006. Theeosupply of proteins, as well as hig
energy costs, negatively impacted the operatingitsesf each of the Company’s segments.

Chicken and Beef sales volumes increased 7.0% aBfth,6respectively, as compared to the same quéattryear, however, the
improvements were more than offset by lower avesajes prices, resulting in decreased sales angtope losses for both segments.
Chicken segment continued to be negatively impabttedow leg quarter pricing and increased graintzoBomestically, Beef margi
improved, but the Comparg/Lakeside operation was adversely effected bydigtattle supplies, operational inefficiencies #mel stronge
Canadian dollar value against the U.S. dollar.

Managemens primary goal during this difficult operating eramment is to return the Company to profitabili@ne of the measures be
taken to achieve this goal is to manage and redasts. In May 2006, the Company embarked on a f@laeduce costs by approximal
$110 million. After reviewing all aspects of the iBpany’s business, as well as suggestions from team meyrdggoroximately $200 millic
of cost reduction initiatives were identified, eeding the Companyg’original goal. About half of that is expected®divided equally amol
consulting and professional fees, sales and markefihe remaining $100 million is expected to beddid equally between staffing costs
other expenses. Virtually all of the cost reductinitiatives should be in place by the end of tleendar year, with savings beginn
principally in fiscal 2007.

Although returning the Company to profitability its primary shorterm goal, management also remains focused onotlmving primar
elements of its long-term strategy: creating maei®-added products, improving operational efficies and expanding internationally.

Tax Account Balance Review

In connection with the Compars/fenewal of certain leases, it noted differennegeferred tax liabilities related to temporary boo tax basi
differences. At this time, the tax effect of thegeepate basis differences related to the leasas ignderstatement of approximately
million.

The Company initiated a review process to assessadlequacy of tax liabilities recorded for basi$edénces and all of its tax acco
balances, not just those related to its lease amees. As this process continues, additional infdiom, including additional tempore
differences, positive or negative, may be discodembdich could materially impact the preliminary fdifences indicated above. Howe'
management does not believe this will have a nateripact on the results of operations for the mirenths ended July 1, 2006, or Jul
2005. Once the review is completed, which is culyezxpected to be by October 31, 2006, the Compatynake a final determination as
what, if any, adjustments should be recorded inGoenpanys financial statements and in which period any sadjustments should
recorded.
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Goodwill

The Company tests goodwill for impairment by repaytunit on an annual basis during the fourth cgragfach fiscal year. During the sec
quarter of fiscal 2006, in accordance with StatemoérFinancial Accounting Standard No. 142, “Goodhand Other Intangible Assetsthie
Company reviewed goodwill for impairment relatedtsoBeef reporting unit. The review resulted frtime significant adverse changes in
business climate of the Company’s Beef segment.

The Company forecasted cash flows to estimate direvhlue of the Beef segment reporting unit bagsadreasonable and support:
assumptions. The forecast reflected improved reduttm current Beef reporting unit levels, whictsuked in the fair value of the Bt
reporting unit exceeding the carrying value. Theref the goodwill of the Beef reporting unit wag imapaired. The improved forecas
results were mainly due to the expectations thaf brport restrictions would abate, cattle suppliesild increase and the overabundanc
chicken and pork in the marketplace would lessen.

Although the Beef segment realized an operating iloshe third quarter of fiscal 2006, results ioyed significantly from the second quar
therefore the Company did not review goodwill forpairment related to its Beef reporting unit in the@d quarter of fiscal 2006, as
believed its second quarter analysis continuedetitdbbest estimate of the value of goodwill andl ot believe new impairment indicat
were present. The Company will perform its annestibg of goodwill by reporting unit in the fourgjuarter of fiscal 2006.

SFAS No. 123R

In December 2004, the Financial Accounting Starsl@&odard (FASB) issued Statement of Financial ActiognStandards No. 123R, “Share-
Based Payment” (SFAS No. 123R). The pronounceneiires companies to measure and recognize contmensapense for all share-
based payments to employees, including grants gflame stock options, restricted stock and perfoicedased shares, in the finan
statements based on the fair value at the dateeoftant. In the first quarter of fiscal 2006, @®empany adopted SFAS No. 123R usinc
modified prospective method. Under the modifiedspective method, compensation cost will be recaghifor all shardsased paymer
granted after the adoption of SFAS No. 123R andifioawards granted to employees prior to the dadoptate of SFAS No. 123R that ren
unvested on the adoption date. Accordingly, naatestents were made to prior periods.

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

The fair value of each option grant is establishedhe date of grant using the Black-Scholes oppidcing model for grants awarded prio
October 1, 2005, and a binomial lattice methodgi@nts awarded subsequent to October 1, 2005. fdege to the binomial lattice mett
was made to better reflect the exercise behavitypmanagement.

The Company recognized compensation expense (riakpin the third quarter and nine months of fiR@06 of $3 million and $7 milliol
respectively, related to stock options.

As of July 1, 2006, the Company had $41 milliortaiél unrecognized compensation cost related ttkstption plans that will be recogniz
over a weighted average period of 2.5 years anch@ifion of total unrecognized compensation co$tel to restricted stock awards that
be recognized over a weighted-average period ofdars.

Outlook

Although management believes the fourth quartdrasihtinue to be difficult, improvements are amiitied in the Chicken, Beef and Prep
Foods segments. Pork segment results are expectechtiin flat. Chicken segment operating resuktsexipected to be positive in the fou
quarter of fiscal 2006, as the Company realizesefifiects of reduced inventories and improved legrigu pricing. Additionally, if cattl
supplies increase as anticipated, Beef operatirrginmsare expected to slightly improve.
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Based on the Comparsybutlook for fiscal year 2006, including its vi@fiall the various markets, the Company now esésés fiscal 20C
diluted loss per share to be in the range of $th480.51.

Third Quarter of Fiscal 2006 vs. Third Quarter of Fiscal 2005

Sales decreased $325 million, or 4.8%, comparddetdame period last year, with a 9.3% decreaagamage sales price and a 4.9% incr
in volume. The oversupply of proteins led to deseshaverage sales prices in all segments. Chickgment sales were negatively impa
by decreases in market prices due primarily todhersupply of leg quarters. Additionally, third qiea fiscal 2006 sales were positiv
impacted by realized and unrealized net gains &f i®éllion, as compared to net losses of $16 millienorded in the same period last !
from the Company’s commodity risk management aigivirelated to its fixed forward boxed beef andkmales.

Cost of sales decreased $9 million compared tsdnee period last year. As a percent of sales,afasdles increased from 92.3% to 96.
The increase as a percentage of sales was printdar@yto the decrease in average sales prices, alglage live prices and production ¢
did not decrease at the same rate. Additionallgrggncosts increased in all protein segments byoapately $25 million as compared to
same period last year. The third quarter of fi2@06 includes $55 million of realized and unrealizest losses related to the Company’
forward futures contracts for live cattle and hagghases, as compared to $3 million of realized @m@alized gains recorded in the s
period last year.

Selling, general and administrative expenses ise&10 million, or 4.5%. As a percent of saleingg general and administrative exper
increased from 3.3% to 3.6%. The increase was pifiriue to insurance proceeds received in thalthirarter of fiscal 2005.

Other charges decreased $45 million. The thirdtguai fiscal 2005 included charges of $33 millretated to a legal settlement involving
Company’s live swine operations and $10 milliorplant closing costs, primarily related to the ahgs of the Companyg’Cleveland Stre
Forest, Mississippi, and Bentonville, Arkansas,lppgwperations.

Interest income increased $9 million, which was drmarily to the interest earned on the $750 wnillshortterm investment held on dep
with a trustee that will be used for the repaynwdrihe 7.25% Notes maturing on October 1, 2006.

Interest expense increased $16 million, or 27.6Be ificrease was due primarily to the increase @reme total debt of 29.9%. However,
average total debt increased by approximately 6vi#n adjusted for the $750 million short-term irtugsnt.

Other income and expense improved $11 million. therovement is primarily due to a gain recordedtlo& writeoff of a capital leas
obligation related to a legal settlement of apprately $7 million and foreign exchange gain/lostviy related to the Compang’Canadia
operations.

The effective tax rate for the third quarter otés2006 was 32.4%, compared to 35.2% in the thirarter of fiscal 2005. The income
benefit for the third quarter of fiscal 2006 wasrgmsed by such items as the estimated Extrat@tilocome Exclusion (ETI) benefit a
general business credits, and was reduced by rerteideductible expense items. The American Jobation Act of 2004 provides for t
repeal of the ETI deduction and the replacemerth @idomestic production deduction. The phase othe@fETI deduction for fiscal 20
allows the Company to take 60% of the prior lawwwkble deduction for transactions in the third tgraof fiscal 2006.
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Segment Results

Information on segments is as follows (in millions)

Three Months Ende

Sales Sales Average
July 1, July 2, Sales Volume Sales Pric
2006 2005 Change Change Change
Chicken $ 192: % 2,08 % (169) 7.C% (13.9%
Beef 3,032 3,10z (70) 6.2% (8.0%
Pork 754 811 (57) (1.9% (5.2%
Prepared Fooc 661 69¢€ (35 0.€% (5.7%
Other 14 14 - niz niz
Total $ 6,38: $ 6,70¢ $ (325 4S04 (9.3
Three Months Ende
Operating Operating
Income (Loss  Income (Loss Operating Operating Operating
Income Margin Margin
July 1, July 2, (Loss) July 1, July 2,
2006 2005 Change 2006 2005
Chicken $ 59 $ 196 8 (257) (3.1)% 9.5%
Beef (10 36 (46) (0.9% 1.2%
Pork 12 (19 31 1.€% (2.9%
Prepared Fooc 13 28 (15) 2.C% 4.C%
Other 19 13 6 niz niz
Total $ (25 $ 25€  $ (281 (0.4y94 3.8

Chicken segment sales decreased 7.8% in the thadey of fiscal 2006, as compared to the samegdaist year. The decrease in sales
primarily due to lower average sales prices of %3.9artially offset by increased volumes of 7.0%idken segment operating res
decreased $267 million in the third quarter ofdis2006, as compared to the same period last ggealyding plant closing related accrual
$10 million recorded in the third quarter of fis@005. The decrease in operating results was phindue to lower average sales pri
predominantly caused by an oversupply of proteirthé marketplace. Additionally, operating resulese negatively impacted by the forw
sales of leg quarter inventories at lower prices. The
Chicken segmend’ operating results were also negatively impactediibher energy costs, higher grain costs and dsexk margins at t
Company’s operations in Mexico.

Beef segment sales decreased 2.3% in the thirdeguatrfiscal 2006, as compared to the same pdasidyear. The decrease was primi
due to an 8.0% decrease in average sales pridsst partially by a 6.3% increase in sales volurBeef segment operating results decre
$46 million in the third quarter of fiscal 2006, e@mpared to the same period last year. The dexirabe Beef segmestoperating resul
was primarily due to significant operating margaductions at the Comparsylakeside operation in Canada due to tight catilgplies
operational inefficiencies and the stronger Camadiallar value against the U.S. dollar. AdditiogalBeef operating results for the th
months ended July 1, 2006, were impacted by rehlemed unrealized net losses of $19 million from empanys commodity ris
management activities, as compared to realizeduarehlized net losses of $5 million recorded ingame period last year.

Pork segment sales decreased 7.0% in the thirdeyuafr fiscal 2006, as compared to the same pdastdyear. The decrease in sales
primarily due to lower average sales prices of 5% decreased volumes of 1.9%. Pork segment apgiatome
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decreased $2 million in the third quarter of fise@D6, as compared to the same period last yealyding $33 million of costs related t
live swine legal settlement recorded in the thivdter of fiscal 2005. Operating income was negétiimpacted by an oversupply of prote
in the marketplace, resulting in decreased avesalgs prices, partially offset by lower average livices.

Prepared Foods segment sales decreased 5.0% tinirthguarter of fiscal 2006, as compared to theesperiod last year. The decreas
sales was primarily due to lower average saleegraf 5.7%. Prepared Foods segment operating incletreased $15 million in the th
quarter of fiscal 2006, as compared to the samme@dast year. The decrease was primarily due ¥eetoaverage sales prices and hi
operating costs.

Nine Months of Fiscal 2006 vs. Nine Months of Fis€2005

Sales decreased $431 million, or 2.2%, compar¢detdame period last year, with a 5.4% decreaagamage sales price and a 3.4% incr
in volume. Oversupply of proteins led to the desecim average sales prices in all segments. Chiskgment sales were negatively impa
by decreases in market prices due primarily toothersupply of leg quarters. Additionally, sales fioe first nine months of fiscal 2006 w
impacted by realized and unrealized net losse8 ahiflion, as compared to net gains of $4 milli@eorded in the same period last year 1
the Companys commodity risk management activities relatedddixed forward boxed beef and pork sales. Theeadese in the Pork segm
average sales prices were primarily driven by aedese in average live hog prices.

Cost of sales increased $162 million. As a peroéstles, cost of sales increased from 93.4% t8996The increase as a percentage of
was primarily due to the decrease in average saless, while average live prices and productioatealid not decrease at the same
Additionally, energy costs increased in all proteggments by approximately $137 million as compé#oettie same period last year. Cos
sales for the first nine months of fiscal 2006 ugld $20 million of realized and unrealized neséssrelated to the Compasyforwarc
futures contracts for live cattle and hog purchaaesompared to $3 million of realized and uneealinet gains recorded in the same pe
last year. The cost of sales increases were panifiset in the Prepared Foods segment by lowarmeterial costs.

Selling, general and administrative expenses ise&12 million, or 1.7%. As a percent of saleingg general and administrative exper
increased from 3.5% to 3.7%. The increase was pilymdue to an increase in personmelated costs and information system services
as well as insurance proceeds received in the mioeths of fiscal 2005. The increases were partiaffget by prior year charitak
contributions.

Other charges increased $9 million. During the mmuaths of fiscal 2006, the Company recorded $44amiin charges related to the closii
of its Norfolk, Nebraska, beef processing plant ekt Point, Nebraska, beef slaughtering plantyelsas $13 million in charges relatec
the closings of its Independence, lowa and Oelwleiva, processed meats plants. In February 20@6Ctmpany announced its decisio
close its Norfolk beef processing plant and its WRint beef slaughtering plant. Production frorasth facilities was shifted primarily to -
Companys beef complex in Dakota City, Nebraska. In Jan2#8@6, the Company announced its decision to dlweeof its processed me
facilities in northeast lowa. The Independence @etivein plants produced chopped ham and slicechkmt meats. The nine months of fi
2005 includes $33 million in charges related tegal settlement involving the Compasyive swine operations and $15 million in p
closing costs, primarily related to the closingstsfCleveland Street Forest, Mississippi, Portlavdine, Noel, Missouri, rendering facil
and Bentonville, Arkansas operations.

Interest income increased $10 million, which wag guimarily to the interest earned on the $750iamlIshortterm investment held «
deposit with a trustee that will be used for thgagement of the 7.25% Notes maturing on Octobef062

Interest expense increased $10 million, or 5.6% ifcsrease was due to an increase in averagedettalof 8.1%. However, the average t

debt was flat when adjusted for the $750 millioorstierm investment. The increase was partially offset decrease in the overall weigt
average borrowing rate from 7.1% to 6.9%.
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Other income and expense improved $1 million. ldethin the nine months of fiscal 2006 is a gaimmbroximately $7 million recorded
the writeoff of a capital lease obligation related to a leggtlement. The nine months of fiscal 2005 inelsidn $8 million gain on the sale

the Company’s remaining interest in Specialty Bsandc.

The effective tax rate for the first nine monthdis€al 2006 was 35.3%, compared to 35.9% for its¢ fiine months of fiscal 2005. The year-
to-date income tax benefit was increased by such itesrthe estimated ETI benefit and general busioeshits, and was reduced by cer
nondeductible expense items. The American JobstiGneaAct of 2004 provides for the repeal of the EfEduction and the replacement wi
domestic production deduction. The phase out oEfhlededuction for fiscal 2006 allows the Compaayake 80% of the prior law allowal
deduction for transactions in the first quarterfisfal 2006 and 60% of the prior law allowable detthns for transactions occurring in

remainder of the year .
Segment Results

Information on segments is as follows (in millions)

Nine Months Ende:

Sales Sales Average
July 1, July 2, Sales Volume Sales Pric
2006 2005 Change Change Change
Chicken $ 596¢ % 6,201 $ (239) 4.8% (8.9%
Beef 8,80 8,671 138 4.2% (2.6%
Pork 2,27¢ 2,48¢ (209 0.C% (8.5%
Prepared Fooc 1,99t 2,11¢ (129 (0.8% (5.2)%
Other 46 38 8 n/e n/e
Total $ 19,08¢ $ 19,51¢  $ (431 3.4, (5.4)94
Nine Months Ende:
Operating Operating
Income (Loss  Income (Loss Operating Operating Operating
Income Margin Margin
July 1, July 2, (Loss) July 1, July 2,
2006 2005 Change 2006 2005
Chicken $ 73 0% 44t $ (372) 1.2% 7.2%
Beef (262) 1 (263%) (3.0% 0.C%
Pork 32 15 17 1.4% 0.6%
Prepared Fooc 46 60 (14) 2.2% 2.8%
Other 54 36 18 n/e n/e
Total $ (57 $ 557 $ (614 (0.3)04 2.

Chicken segment sales decreased 3.9% in the ninéhmof fiscal 2006, as compared to the same péaitdyear. The decrease in sales
primarily due to lower average sales prices of §.f#rtially offset by increased volumes of 4.8%.idBan segment operating inco
decreased $384 million in the nine months of fi’@06, as compared to the same period last yeelydimg plant closing related accruals
$12 million recorded in the nine months of fisc@08. The decrease in operating income was primdrily to lower average sales pri
predominantly caused by an oversupply of protairthé marketplace. Additionally, operating incomaswmegatively impacted by the forw
Also, operating income was negatively impacted ghéi
energy costs, higher grain costs and decreasedmeathe Compang’operations in Mexico. Chicken operating resutstifie nine montt
ended July 1, 2006, were impacted by a net lodsssfthan $1 million from the Compasytommodity risk management activities relate

sales of leg quarter inventories at lower prices.

grain purchases, as compared to net losses of $d@mealized in the same period last year.
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Beef segment sales increased 1.5% in the nine maiftfiscal 2006, as compared to the same perstd/ar. The increase was primarily
to a 4.2% increase in sales volumes, offset pbrtigl a 2.6% decrease in average sales prices. &dgmfient operating results decreased
million in the nine months of fiscal 2006, as comgghto the same period last year, excluding pléoging related accruals of $45 milli
recorded in the nine months of fiscal 2006 and #ililon received in the nine months of fiscal 20@5connection with vitamin antitrc
litigation. The decrease in operating income was@rily due to significant operating margin redocs at the Company’Lakeside operatit
in Canada, caused by tight cattle supplies, thengar Canadian dollar value against the U.S. delfat operational inefficiencies result
from a labor strike in the first quarter of fis@{l06. The oversupply of proteins in the marketpkdeersely affected domestic beef margir
well. Additionally, Beef operating results for théne months ended July 1, 2006, were impacted aljzezl and unrealized net losses of
million from the Company commodity risk management activities, as comptoatket gains of $5 million recorded in the sameaquelas
year.

Pork segment sales decreased 8.4% in the nine moftliscal 2006, as compared to the same peristdylear. The decrease in sales
primarily due to lower average sales prices of 8.Bdrk segment operating income decreased $14omilti the nine months of fiscal 20
as compared to the same period last year, excl@B8gnillion of costs related to a live swine legattlement recorded in the nine montf
fiscal 2005 and $2 million received in the nine risnof fiscal 2005 in connection with vitamin anigt litigation. Operating income w
negatively impacted by an oversupply of proteinghie marketplace, resulting in decreased averags gaices, partially offset by low
average live prices.

Prepared Foods segment sales decreased 5.9% minthenonths of fiscal 2006, as compared to the saened last year. The decreas
sales was primarily due to lower average salesegpraf 5.1%. Prepared Foods segment operating inclameased $3 million in the n
months of fiscal 2006, as compared to the samegéast year, excluding plant closing related aalswf $14 million recorded in the ni
months of fiscal 2006 and $3 million recorded ia thine months of fiscal 2005. The decrease wasapilyrdue to lower average sales pr
and higher operating costs.

FINANCIAL CONDITION

For the three months ended July 1, 2006, net adaling $57 million was used for operating actedtj as compared to net cash provide
operating activities of $464 million for the sameripd last year. The change in net cash from ojperatctivities was primarily due tc
decline in net income of $170 million, excludingthoneash effect of deferred income taxes, and the lmge in the working capital effi
of $322 million. The change in working capital wasmarily due to changes in accounts payable, itorgnincome taxes payable and inte
payable as compared to the prior year. The Compeseygl cash primarily from borrowings to fund $113lioni of property, plant ar
equipment additions, to pay dividends of $14 millian the Companyg’ Class A and Class B common stock and to repuechd8 million o
the Company’s Class A common stock in the open atankhich purchases were made to satisfy the Coypastock compensati
programs.

For the nine months ended July 1, 2006, net caslirtg $116 million was provided by operating aitiés, as compared to net cash prov
by operating activities of $921 million for the sameriod last year. The decrease in cash provigexpérating activities was primarily due
a decline in net income of $470 million, excludithg noneash effect of deferred income taxes, and the Im@hge in the working capi
effect of $351 million. The change in working capitvas primarily due to the changes in income tgpa&ble, inventory and other assets
liabilities. The Company used cash primarily froordewings and operations to fund $470 million odperty, plant and equipment additic
to pay dividends of $41 million on the Company’'sa€d A and Class B common stock and to repurcha&&en#iBon of the Companyg Clas
A common stock in the open market, which purchagse made to satisfy the Compasigtock compensation programs. The expenditur:
property, plant and equipment were related to acgunew equipment and upgrading facilities to nteiim competitive standing and posit
the Company for future opportunities. Capital spegdor fiscal 2006 is expected to be approxima®&$p0 million. This reflects addition
spending for a third fully dedicated casady plant, new facilities at its Corporate Ceritet will include a new office tower, expan:
product development kitchens and a new pilot pradoglant. The new facilities will also provideage for the consumer insights group
make provisions for team member development aits/aind a variety of other projects that will irase automation and support vahade(
product growth. The Company continues to evaluatergial international and domestic growth oppaittas.
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Working capital was $1.3 billion at July 1, 2006slght decrease of $24 million from October 1, 200he current ratio at July 1, 2006,
October 1, 2005, was 1.4 to 1 and 1.6 to 1, reamdgt At July 1, 2006total debt, net of the $750 million held on depasi@an interes
bearing account with a trustee, was 42.7% of tdpltalization, compared to 39.1% at October 15200

In the second quarter of fiscal 2006, the Compasyéd $1.0 billion of new senior unsecured noteistwivill mature on April 1, 2016. Tt
notes carried an initial 6.60% interest rate, viiterest payments due seamnually on April 1 and October 1. The Company wde $75
million of the proceeds for the repayment of itsstanding $750 million principal amount of 7.25%tBl®due October 1, 2006. The remail
proceeds were used for general corporate purp@besCompany’s shoterm investment at July 1, 2006, includes $750iomlbf proceec
from this new issuance and earnings on the invadtrii@e $750 million was deposited in an interestring account with a trustee.

On July 24, 2006, Moody's Investors Services, [fMoody’s) downgraded the Compasytredit rating applicable to its senior notes 1
“Baa3” to “Bal.” This downgrade increased the interest rate on i@ Hillion senior unsecured notes issued in tlwrse quarter of fisc
2006 from 6.60% to 6.85%, effective since the lattrest payment made (i.e. the issuance of the maes). Accordingly, in the four
quarter, the Company will record an additional $illion for the interest period from March 22, 3)Qo July 1, 2006. This downgrade \
increase annual interest expense and related feespfroximately $5 million, including $2.5 milliorelated to the $1.0 billion sen
unsecured notes issued in the second quartercal 2906.

On July 31, 2006, Standard & Poor’'s downgradedhmpany’s credit rating applicable to its seniotesdrom “BBB” to
“BBB-.” This downgrade did not result in an increase ininkerest rate on the $1.0 billion senior unsecurei#s issued in the second quz
of fiscal 2006.

Due to the Company’s reduced néamn financial forecast, it is possible one or bottthe debt rating agencies may further downgithd
Company’s bond rating. Standard & Poor’s currendlgs our long-term debt “BBB-,” with a negativeatlook. Moodys currently ranks ol
senior unsecured debt “Balwith a negative outlook. The pretax impact to eagsiof a further downgrade would be approximate
million annually, per rating agency, of which $2rilion would be related to increased interest egmeon the $1.0 billion senior unsect
notes issued in the second quarter of 2006.

Total debt at July 1, 2006, was $4.1 billion, acréase of $1.1 billion from October 1, 2005. Howewehen adjusted for the $750 million
proceeds on deposit, debt was $3.4 billion, anemse of $367 million from October 1, 2005. Addiaby, the Company has an unsect
revolving credit facility totaling $1.0 billion thasupports the Company’s sheetrm funding needs and letters of credit. The $ilidon
facility expires in September 2010. This agreemeas amended on July 27, 2006, and reduced theabilyl of the unsecured revolvi
credit facility. See below for further descriptiofilso, at July 1, 2006, the Company had a receaslplurchase agreement with three co-
purchasers to sell up to $750 million of trade restales that consisted of $375 million expiring Awsg 2006 and $375 million expiring
August 2008. On August 8, 2006, the Company extertde expiration dates under the receivables pasechgreement to provide that $
million in commitments under the agreement expirdugust 2007 and the other $375 million in comneitits expire in August 2009. At Ji
1, 2006, there was $123 million outstanding of¢cbenmitments under the agreement expiring in Aug086 and $123 million outstanding
the commitments under the agreement expiring inudtu@008. At October 1, 2005, there were no amodras/n under the receivab
purchase agreement. Outstanding debt at July 16,2@8hsisted of $3.4 billion of debt securities$245 million term loan and otr
indebtedness of $350 million.

The revolving credit facility, senior notes, teroah and accounts receivable securitization contaiious covenants, the more restrictiv
which contain a maximum allowed leverage ratio anehinimum required interest coverage ratio. At tinee the Company completed
initial draft of its third quarter interim finandistatements, the Company determined it would raatehbeen in compliance with cert
covenants as of July 1, 2006. The Company obtagnediver for such covenants it would not have hieecompliance with and negotial
less restrictive debt covenants during the foudhrter of fiscal 2006.

On July 27, 2006, the Company entered into a tinéndment to its five-year credit revolving fagilénd the thregear term loan facility ¢
its subsidiary, Lakeside Farms Industries, Ltd.SEhemendments modified the minimum required interes
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coverage ratio, temporarily suspended the maximliowed leverage ratios and implemented temporangimuim consolidated EBITD
requirements. Prior to these amendments, the Coynpauld not have been in compliance with the maximallowed leverage ratios uni
agreements in place at July 1, 2006. However, tbmgany is in compliance with the new covenant negments as of July 1, 20l
Accordingly, the Company has classified the deldbag-term in accordance with its terms.

In connection with these amendments, the Compaayailability under its unsecured revolving cref@itility has decreased and if
Companys credit rating is further downgraded, prior to #mal of the second quarter of fiscal 2007, the Comgps required to have certair
its subsidiaries guarantee the revolving creditlifapcand term loan. The amended agreement allasysaf maximum availability under t
revolving credit facility of 50% of inventory, reded by letters of credit issued and amounts oulgtgnunder its term loan. The amo
available as of August 4, 2006 was $554 million.

The Companys foreseeable cash needs for operations and capjiahditures are expected to be met primarilyutiihocash flows provide
by operating activities. Additionally, at August 2006, the Company had unused borrowing capacit$lod billion, consisting of $5!
million available under its $1.0 billion unsecumedolving credit agreement and $459 million undgiiccounts receivable securitization.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In March 2005, the FASB issued Interpretation NG. “Accounting for Conditional Asset Retirement @hakions,”an interpretation of FAS
Statement No. 143 (FIN 47). Statement of Finan&i@ounting Standards No. 143, “Accounting for AsBetirement Obligations"SFAS
No. 143), was issued in June 2001 and requiresitity €0 recognize the fair value of a liabilityrfan asset retirement obligation in the pe
in which it is incurred if a reasonable estimatefaif value can be made. SFAS No. 143 applies gallebligations associated with
retirement of a tangible long-lived asset that tesufrom the acquisition, construction, developt@md (or) the normal operation of a long-
lived asset. The associated asset costs are taguitals part of the carrying amount of the Idingd asset. FIN 47 clarifies that the te
“conditional asset retirement obligatioa used in SFAS No. 143, refers to a legal obbgattb perform an asset retirement activity in w
the timing and (or) method of settlement are caon#l on a future event that may or may not be iwithe control of the entity. FIN «
requires an entity to recognize a liability for tfaér value of a conditional asset retirement oddiign if the fair value of the liability can
reasonably estimated. Uncertainty about the tinaimgj (or) method of settlement of a conditional tisstirement obligation should be facto
into the measurement of the liability when suffigienformation exists. SFAS No. 143 acknowledged th some cases, sufficient informal
may not be available to reasonably estimate thevédile of an asset retirement obligation. FIN géffective for the end of fiscal years enc
after December 15, 2005. The Company is curremtlyhe process of evaluating any potential effe¢t&ldl 47 but does not believe
adoption will have a material impact on its cordatied condensed financial statements.

In June 2006, the FASB issued Interpretation N¢."ABcounting for Uncertainty in Income Taxesfi interpretation of FASB Statement
109 (FIN 48). FIN 48 prescribes a recognition thadd and measurement attribute for the financitieshent recognition and measuremel
a tax position taken or expected to be taken iaxaréturn. FIN 48 also provides guidance on deneitiog, classification, interest a
penalties, accounting in interim periods, disclesand transition. FIN 48 is effective for fiscalaye beginning after December 15, 2006.
Company has not yet determined the impact of ttisanting standard.

CRITICAL ACCOUNTING ESTIMATES

The preparation of consolidated condensed finaist@éments requires management to make estimadessaumptions. These estimates
assumptions affect the reported amounts of asadthabilities and disclosure of contingent assetd liabilities at the date of the consolid:
condensed financial statements and the reportediasiof revenues and expenses during the repgrtirigd. Actual results could differ frc
those estimates. The following is a summary ofaierdccounting estimates considered critical byGbmpany.

Financial instruments The Company is a purchaser of certain commodisiesh as grains, livestock and natural gas in tlheseoof norme
operations. The Company uses derivative finanastriments to reduce its exposure to various maigles. Generally, contract terms ¢
hedge instrument closely mirror those of the hedigeah, providing a high degree of risk reductiordagorrelation. Contracts that .
designated and highly effective at meeting the risttuction and correlation criteria are recordemhgidhedge accounting, as defined
Statement of Financial Accounting Standards No, 188counting for Derivative
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Instruments and Hedging ActivitiesSFAS No. 133), as amended. If a derivative instminie a hedge, as defined by SFAS No.
depending on the nature of the hedge, changesifathvalue of the instrument will be either offsgainst the change in fair value of
hedged assets, liabilities or firm commitments tigto earnings or recognized in other comprehensizeme (loss) until the hedged iten
recognized in earnings. The ineffective portionaof instrumens change in fair value will be immediately recognizin earnings as
component of cost of sales. Instruments the Comafys as part of its risk management activitiext tho not meet the criteria for het
accounting, as defined by SFAS No. 133, as ameratednarked to fair value with unrealized gainsosses reported currently in earnir
The Company generally does not hedge anticipategactions beyond 12 months.

Contingent liabilities The Company is subject to lawsuits, investigatiamsl other claims related to wage and hour/labegestocl
procurement, securities, environmental, produatintpauthorities and other matters, and is requicedssess the likelihood of any adw
judgments or outcomes to these matters, as weflogantial ranges of probable losses. A determinatibthe amount of reserves
disclosures required, if any, for these contingemeare made after considerable analysis of eadvidndl issue. These reserves may chan
the future due to changes in the Company’s assomgtthe effectiveness of strategies or other fadieyond the Company’s control.

Accrued self insurancelnsurance expense for health and welfare, workeoshpensation, auto liability and general liabilitgks ar
estimated using historical experience and actuastimates. The assumptions used to arrive atgierexpenses are reviewed regularly
management. However, actual expenses could differ these estimates, which could result in adjuste® amounts recorded.

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

Statement of Financial Accounting Standards No., Adcounting for the Impairment of Disposal of Lgphived Assets,to determine

adjustments are to be recorded.

Goodwill and other intangible asset impairmentin assessing the recoverability of the Compargdodwill and other intangible ass
management must make assumptions regarding estiraie@e cash flows and other factors to deterntive fair value of the respect
assets. If these estimates and related assumptfargye in the future, the Company may be requicedetord impairment charges
previously recorded. The Company assesses its gthalvd other intangible assets for impairment east annually in accordance v
Statement of Financial Accounting Standards No, 1@®odwill and Other Intangible Assets.”

Marketing and advertising costsThe Company incurs advertising, retailer incenewe consumer incentive costs to promote its pr@
through its marketing programs. These programsudeicooperative advertising, volume discountsstote display incentives, coupons
other programs. The recognition of the costs rdlatethese programs requires management judgmegstimating the potential performau
and redemption of each program. These estimatdsamed on many factors, including historical exgrere of similar promotional prograr
Actual expenses may differ if the performance adkmption rates vary from the estimated rates.

Income taxesThe Company estimates its total income tax expbased on statutory tax rates and tax planning oppities available to tf
Company in various jurisdictions in which the Compaearns income. Federal income taxes include imas for taxes on earnings
foreign subsidiaries that are expected to be renitb the United States and be taxable, but no¢donings that are considered perman
invested in the foreign subsidiary. Deferred incdmnees are recognized for the future tax effectienfporary differences between finan
and income tax reporting using tax rates in effectthe years in which the differences are expetteceverse. Valuation allowances
recorded when it is more likely than not that aliarefit will not be realized for a deferred tazets

34




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

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

Among the factors that may cause actual resultsexperiences to differ from the anticipated resalisl expectations expressed in ¢
forwarddooking statements are the following: (i) fluctwats in the cost and availability of inputs and naaterials, such as live cattle, |
swine, feed grains and energy; (ii) the comparapility to realize anticipated savings from itstreduction initiatives; (i) market conditic
for finished products, including competition frorther global and domestic food processors, the gugmd pricing of alternative proteins,
the demand for alternative proteins; (iv) risksoassted with effectively evaluating derivatives amedging activities; (v) access to fore
markets together with foreign economic conditioimgluding currency fluctuations, import/export midfons and foreign politics; (v
outbreak of a livestock disease (such as aviameénfia (Al) or bovine spongiform encephalopathy (BS#hich could have an effect
livestock owned by the Company, the availabilitylieéstock for purchase by the Company, consumergmion of certain protein produ
or the Companyg ability to access certain domestic and foreigrkets; (vii) successful rationalization of existifagilities, and the operatil
efficiencies of the facilities; (viii) changes ingt availability and relative costs of labor andtcact growers, and the ability of the Compan
maintain good relationships with employees, lahtions, contract growers and independent produaendding livestock to the Compar
(ix) issues related to food safety, including cassulting from product recalls, regulatory comptia and any related claims or litigation;
changes in consumer preference and diets, anddhgp@hys ability to identify and react to consumer tren@$); significant marketing ple
changes by large customers, or the loss of one ae farge customers; (xii) adverse results frongdiion; (xiii) risks associated wi
leverage, including cost increases due to risitgrést rates or changes in debt ratings or outlpak) changes in regulations and laws (t
domestic and foreign), including changes in acdogrgtandards, tax laws, environmental laws andipational, health and safety laws; (
the ability of the Company to make effective acijioiss and successfully integrate newly acquiredilesses into existing operations; (
effectiveness of advertising and marketing prograans (xvii) the effect of, or changes in, gene@nomic conditions.

ltem 3. Quantitative and Qualitative Disclosures About Market Risk

MARKET RISKS

Market risks relating to the Compasyoperations result primarily from changes in cordityoprices, interest rates and foreign exchantgs
as well as credit risk concentrations. To addrestam of these risks, the Company enters intoousriderivative transactions as descr
below. If a derivative instrument is a hedge, afndd by SFAS No. 133, as amended, depending omdhge of the hedge, changes in
fair value of the instrument will be either offsainst the change in fair value of the hedgedtsskabilities or firm commitments throu
earnings, or recognized in other comprehensivenmec¢loss) until the hedged item is recognized imiegs. The ineffective portion of
instruments change in fair value, as defined by SFAS No. 833mended, will be immediately recognized iniegsas a component of ¢
of sales. Additionally, the Company holds certaiisifions, primarily in grain and livestock futuregich do not meet the criteria for SF
No. 133 hedge accounting. These positions are rdatdkdair value and the unrealized gains and lossesreported in earnings at e
reporting date. The changes in market value ofvdévies used in the Compasyisk management activities surrounding invensooe han
or anticipated purchases of inventories are recbimdecost of sales. The changes in market valugeofatives used in the Companyisk
management activities surrounding forward salesraots are recorded in sales.
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The sensitivity analyses presented below are thesuares of potential losses of fair value resulfiogn hypothetical changes in market pri
related to commodities. Sensitivity analyses docamisider the actions management may take to retifp@ Companyg exposure to chang
nor do they consider the effects that such hypmthleddverse changes may have on overall econattiidtg. Actual changes in market pric
may differ from hypothetical changes.

Commodities Risk The Company is a purchaser of certain commodifiash as grains, livestock and natural gas in theseoof norm
operations. The Company uses commodity futuresetinge the effect of changing prices and as a méshaio procure the underlyi
commodity. However, as the commodities underlying Companys derivative financial instruments can experienigmificant price
fluctuations, any requirement to mark+arket the positions that have not been desigrateld not qualify as hedges under SFAS No.
could result in volatility in the Compars/results of operations. Generally, contract teofna hedge instrument closely mirror those of
hedged item providing a high degree of risk redurctind correlation. Contracts that are designateldhighly effective at meeting this r
reduction and correlation criteria are recordedgidiedge accounting. The following table presensermsitivity analysis resulting fromr
hypothetical change of 10% in market prices asubf 4, 2006, and October 1, 2005, respectivelyfasnvalue of open positions. The 1
value of such positions is a summation of the ¥alues calculated for each commaodity by valuingheaet position at quoted futures pric
The market risk exposure analysis includes hedgenamhedge positions. The underlying commodities hedgeee a correlation to pri
changes of the derivative positions such that thiees of the commodities hedged based on diffeeebeéween commitment prices i
market prices and the value of the derivative pmsit used to hedge these commodity obligationsirarersely correlated. The followil
sensitivity analysis reflects the impact on earsifag changes in the fair value of open positions.

Effect of 10% change in fair valt in millions
(unaudited (unaudited’

July 1, October 1

2006 2005
Livestock:
Cattle $ 11 $ 3
Hogs 18 13
Grain 18 15
Natural Gas 2 12

Refer to the Company’s market risk disclosuresfegh in the 2005 Annual Report filed on Form K0A, for a detailed discussion
guantitative and qualitative disclosures aboutraderate, foreign currency and concentrationg@dit risks. The Compang’risk disclosure
regarding interest rates, foreign currency and entration of credit have not changed significafriiyn the 2005 Annual Report.

Item 4. Controls and Procedures

An evaluation was performed, under the supervigiad with the participation of Company managememtiuding the Chief Executi
Officer (CEO) and the Chief Financial Officer (CE@f the effectiveness of the design and operatiothe Companys disclosure contrc
and procedures (as defined in Rule 134e) under the Securities Exchange Act of 1934amended (the 1934 Act)). Based on
evaluation, management, including the CEO and Ck3, concluded that, as of July 1, 2006, the Comnigadisclosure controls a
procedures were ineffective due to the item desdritelow in the following paragraph.

The Companys income tax provision for the fourth quarter en@tober 1, 2005, included an error in the taxtineat of a $55 millio
actuarial gain related to the Medicare Prescripfiong, Improvement and Modernization Act of 2008eTerror resulted from treating
actuarial gain as a temporary, rather than a peentadifference in the Comparsytax provision. As a result, the Company restéte800:
financial statements, reversing $19 million of inedtax expense inappropriately recorded. This teysiant resulted in the reporting ¢
material weakness in internal controls over finahe@porting in the Company’s amended 2005 AnnugddRt on Form 10</A. Managemer
believes that the error was the result of uninterati oversight; however, the
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Company is in the process of designing and impleéimgnmprovements to its internal controls overafiigial reporting related to the mar
income tax provision calculation.

In connection with the Compars/tenewal of certain leases, it noted differennedeferred tax liabilities related to temporary koo tax basi
differences. At this time, the tax effect of thegegpgate basis differences related to the leasas isnderstatement of approximately

million. The Company initiated a review procesassess the adequacy of tax liabilities recordethdsts differences and all of its tax acce
balances, not just those related to its lease ages. As this process continues, additional in&giom, including additional tempore
differences, positive or negative, may be discodembdich could materially impact the preliminary fdifences indicated above. Howe'
management does not believe this will have a nateripact on the results of operations for the mirenths ended July 1, 2006, or Jul
2005. Once the review is completed, which is culyezxpected to be by October 31, 2006, the Compatiynake a final determination as
what, if any, adjustments should be recorded inGoenpanys financial statements and in which period any sadjustments should

recorded.

On January 5, 2006, the Company re-implementedeiteral ledger and enterprissporting computer system for substantially all @stit
operations. Additionally, on May 27, 2006, the Camyp upgraded to a newer version of its generaldedgstem. Prior to implementati
management documented and tested controls to etigip®ntrols, upon implementation, would be efiecto minimize the risk of financi
misstatement. Based on the results of those proesdand the results of review activities since enpéntation, management believes
controls, as implemented, are working as designed.

In the third quarter ended July 1, 2006, other ttienitems described above, there have been ngebkan the Compang’internal contre
over financial reporting that have materially afést or are reasonably likely to materially affettte Companys internal control ow
financial reporting.

As part of the assessment of our internal contt@s will be completed during our 2006 fiscal yeaconnection with the process requirec
Section 404 of the Sarban@sdey Act of 2002, management intends to contirueview, evaluate and strengthen our controlspradesse
As a result, internal control over financial refrogtwill continue to be refined and improved onaamgoing basis.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

Refer to the discussion of certain legal proceeslipgnding against the Company under Part I., ItefNdtes to Consolidated Conden
Financial Statements, Note 8: Contingencies, whlislkeussion is incorporated herein by referencetetibelow are certain additional le
proceedings involving the Company and its subsiekar

On October 23, 2001, a putative class action lawRuiLynn Thompson and Deborah S. Thompson, et.alygen Foods, Inc.was filed ir
the District Court for Mayes County, Oklahoma, ahalf of all owners of Grand Lake O' the Cherokéttsral (lakefront) property. The si
alleged that the Company "or entities over whichas operational control" conduct operations irhsaigvay as to interfere with the puta
class action plaintiffs' use and enjoyment of tipeaperty, allegedly caused by diminished wateliua the lake. Plaintiffs sought injuncti
relief and an unspecified amount of compensatorngadges, punitive damages, attorney fees and castsa@s Foods, Inc. (Simmons) ¢
Peterson Farms, Inc. (Peterson) were joined asdafids. On October 4, 2005, the Court of Civil Aslpeof the State of Oklahoma revet
the decision of the District Court, holding thae tblaims of plaintiffs were not suitable for disjiim as a class action. This decision

ultimately upheld by the Oklahoma Supreme Court remdanded back to the District Court with instroe# that the matter proceed only
behalf of the three named plaintiffs. On May 240@0three of the Plaintiffs filed a Third AmendedtiBon which drops Plaintiffstlas:
allegations, but seeks injunctive relief, restntiand compensatory and punitive damages in goeaified amount in excess of ten thous
dollars ($10,000). The Company and the other Defatglhave filed answers and motions to dismisaebeu of Plaintiffs’ claims.
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In January 1997, the State of lllinois Attorney @e filed People vs IBP, inc.in the Circuit Court for the 1% Judicial Circuit, Rock Islan
lllinois, Chancery Division alleging that IBP’s (WoTFM’s) operations at its Joslin, Illinois, fatyliare violating the “odor nuisancstatuton
provisions enacted in the State of lllinois. Dureaduly 14, 2006 Status Conference, TFM and thie $&@orted that the parties had reache
agreement in principle to resolve the case. Thepoomants of the agreement were certain technicak ¥eobe performed and equipment tc
installed at the Joslin facility, the payment ofigil penalty and the payment of certain moniesdavironmentally beneficial projects in

community, the total of which is not expected toeed $1,700,000. Negotiation of settlement docusisrtontinuing.

In May 2004, TFM met with U.S. Environmental Prdiea Agency (USEPA) staff regarding alleged wast®wand late report filir
violations under the Clean Water Act relating te #8002 Second and Final Consent Decree that gayeorapliance requirements for TFd’
Dakota City, Nebraska, facility. During that meetiTFM was verbally informed of USEP#intent to potentially assess stipulated peni
for those alleged violations, with a maximum pepdigure of approximately $338,000. No formal weitt demand for stipulated penal
pursuant to the Consent Decree has been presdrited time. TFM vigorously disputes these allegasi. Additional discussions with USE
regarding a potential settlement of this matterexygected.

On August 12, 2005, the Company elected to padteifn the USEPA Air Compliance Agreement (ACA)rtRgation will require payme!
of a penalty of One Hundred Thousand Dollars ($200) and an additional contribution to a monitorfogd that will underwrite a study
air emissions from poultry farming operations. Tmatribution to the monitoring fund will be made proportion to the total number of
participants (including the Company and partiesratzsted to the Company) who elect to participatthe ACA. It is estimated that aggre¢
contributions to the monitoring fund will not exce&wo Million Dollars ($2,000,000). The Compasyelection to participate in the ACA
subject to review and approval from the USEPA Emwinental Appeals Board (EAB). The EAB is currentlynducting its review. |
addition, environmental groups have brought a legébn against the USEPA challenging the legalftthe ACA in the Court of Appeals
the D.C. Circuit. It is currently unknown how, if all, this will effect implementation of the ACA.

On June 19, 2005, the Attorney General of Oklahdiled a Complaint in the U.S. District Court forettNorthern District of Oklahon
against the Company, three subsidiaries and othdirp integrators. After a mediation held in Aug2905 did not result in a settlemen
First Amended Complaint (Amended Complaint) wasdibnd served on the Company, three subsidiarid®tner poultry integrators. T
Amended Complaint asserts state and federal cafisesion and seeks injunctive relief and damagast(and future) for alleged pollutior
the lllinois River Watershed from the land applicatof poultry litter by the defendants and contrgoowers. The Company and ot
defendants have filed answers and motions to dsmséveral of the claims made in the Amended Comipldihe Company and ott
defendants have also filed thipdwty complaints that assert claims against oteesgns and entities whose activities may have ibartéd tc
the pollution alleged in the Amended Complaintatidition to the motions and thigghrty claims, the Company and its defendant sudnséd
also have asserted various defenses to claimsedserthe Amended Complaint. Discovery has jusendly begun and no trial date has &
set.

In February 2002, the Company learned that a psimgdacility owned by Zemco Industries, Inc., dsidiary of TFM, is the subject of
investigation by the U.S. Attorney's office in BangMaine, into allegedly improper testing and melbag practices. The Company acqu
Zemco as part of the Company's acquisition of TRMSeptember 28, 2001. A former Zemco employee efptbcessing facility has pl
guilty to charges in connection with the investigat The Company and the U.S. Attorney have reaemedgreement in principle to resc
the matter with Zemco paying a civil fine of approately $109,000.

In August 2004, the Company received a subpoenaesting the production of documents from a fedgrahd jury sitting in the Weste
District of Arkansas. The subpoena focused on evemtrounding a workplace accident that resultetthiéndeath of an employee at the R
Valley Animal Foods rendering plant in Texarkanakansas, on October 10, 2003. That workplace fathfid previously been the subjec
an investigation by the Occupational Health ance§afAidministration (OSHA) of the Department of Lab®n April 9, 2004, OSHA issu
citations to Tyson Foods, Inc. and Tyson Poultng. | d/b/a River Valley Animal Foods, alleging étibns of health and safety standi
arising from the death of the employee due to hgenosulfide inhalation. The citations consist ofefiwillful, 12 serious, and tv
recordkeeping violations. OSHA seeks abatemenhefalleged violations and proposed penalties ob®®. The OSHA proceeding v
stayed pending the completion of the grand juresgtigation. Since the receipt of the document sebapa number of company employ
have provided grand jury
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testimony or informal interviews to government istigators. Federal officials have not yet indicatdtether they intend to pursue any ac
against the Company in connection with this ingzgton.

In July 2002, certain cattle producers fildgrman Schumacher, et al. vs. Tyson Fresh Meats, &b al.in the U.S. District Court for tt
District of South Dakota, seeking certification afclass of cattle producers and naming as defesddfi¥l and three other beef pack
Plaintiffs claimed that in 2001, during the firt sveeks that the U.S. Department of AgriculturésRA) began its mandatory price repor
program, defendants knowingly used the inaccuraxed beef cutout prices (cutout prices are detexthiy the USDA through a formula t
averages the prices of the various box beef cysrred by all packers) calculated and publishedJBPA to negotiate the purchase of
cattle from plaintiffs at prices substantially lowthan would have been economically justified h&dnpiffs known the accurate higher cut
prices. Plaintiffs contend that defendartehduct constituted an unfair or deceptive practicevas engaged in for the purpose or witt
effect of manipulating or controlling prices in laton of the Packers and Stockyards Act (PSA),.%.0. 892. Plaintiffs also soug
damages under state law unjust enrichment prireiflee USDA stated that during the period in qoesthe beef packers correctly repo
beef sales information to the USDA and TFM beliewteacted appropriately in its dealings with cateoducers. Trial in this mat!
commenced on March 31, 2006, and a jury verdict eaagned against TFM and two of the other threfertants. The jury verdict agai
TFM was for $4,000,000, but this amount was basedllosales and not just those of the class. TFbIftied a motion with the District Cot
asking for a judgment as a matter of law basedesrral issues, including the basis of the jsgamage award which was not based or
damage model presented at the trial.

On January 12, 2006, the Deleware Chancery Counddinlated two previous lawsuitdmalgamated Bank v. TysandMeyer v. Tyson anc
captioned the consolidated actitm re Tyson Foods, Inc. Consolidated Shareholdkitgation . The Consolidated Complaint name:
defendants the Tyson Limited Partnership and aegegsent and former directors of the Company. Cbmpany is also named as a norr
defendant, with no relief sought against it. Thedait contains five derivative claims alleging thihé defendants breached their fiduc
duties by: (1) approving consulting contracts fawnDTyson and Robert Peterson in 2001 and for Dosoityin 2004; (2) approving a
inadequately disclosing certain "other compensatjmaid to Tyson executives from 2001 to 2003; (Bpraving certain option grants
certain officers and directors with alleged knovgedhat the Company was about to make announcenetite/ould cause the stock price
increase; (4) approving and not adequately disaipsarious relategrarty transactions from 2001 to 2004 that plaistdflege were unfair
the Company; and (5) making inadequate disclostiras resulting in an SEC consent decree. The Cilsgetl Complaint asserts th
additional derivative claims for: (6) breach of th897 settlement agreementherbets v. Tyson, et al.No. 14231 (Del. Ch.); (7) ci\
contempt of the court's order and final judgmentHigrbets v. Tyson and (8) unjust enrichment regarding the beneftitained by th
defendants through the various transactions chgigin the Consolidated Complaint. The Consolid&ethplaint also makes a putative c
action claim that the Company's 2004 proxy stateémentained misrepresentations regarding certagtive compensation. On Marct
2006, Defendants filed a Motion to Dismiss the @tidated Complaint. Plaintiffsfiled a response on May 8, 2006, and Defendarsasd £
reply brief on June 9, 2006. Oral arguments omtb&on to dismiss are scheduled to be heard ore8dr 20, 2006.

On May 15, 2006, a lawsuit entitl@dlelina Garcia, et al. v. Tyson Foods, Inc. andofyEresh Meats, Inc. (Garcig)was filed in the U.¢
District Court for the District of Kansas. The actiwas filed by 262 current and former hourly ergpkes of Tyson Fresh Meat(TFM) bee
slaughter facility in Holcomb (Finney County), Kass Plaintiffs filed suit on behalf of themselveslather allegedly “similarly situated”
employees, claiming that defendants failed to papleyees for all hours worked, including overtim@mpensation in violation of the FL¢
and Kansas law. Three plaintiffs also have assest@iths under Kansas law for breach of contracgngum meruit, and violation of t
Kansas Wage Payment Act, K.S.A. §3%2, and seek to act as class representativesdiasa action under Federal Rule of Civil Proce
23 on behalf of all current and former hourly enygles who worked at the plant in the preceding yiz@rs who were allegedly not paid for
time worked. In particular, the suit alleges empley should be paid for the time it takes to chantpeprotective work uniforms and saf
equipment worn by employees, and walking to anehfthe changing area, work areas and break areaistiffé are seeking back wag
liquidated damages, pre- and post-judgment inteadtstrneysfees, and costs. On July 6, 2006, defendants tfileid answer to the compla
denying any liability. On July 19, 2006, an ordemaswissued setting a scheduling conference for Au@bs 2006. At presel
approximately 473 persons have filed consentsitotfe case. Discovery has not commenced and aladate has been set.
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On June 30, 2006, a lawsuit entitiBtmas Lopez, et al. v. Tyson Foods, wes filed in the U.S. District Court for the Distriof Nebrask:
The action was filed by 20 current and former hperhployees of the beef slaughter facility operdigdiefendans subsidiary Tyson Fre
Meats (TFM) in Lexington, Nebraska. Plaintiffs fllesuit on behalf of themselves and other allegésiiyilarly situated”employees. Th
lawsuit is similar tadGarciain that the employees claim they were not paidrtiménimum hourly rate of pay for all hours workedaddition t
overtime as required by the FLSA and Nebraska Riaintiffs have asserted stdtav claims under the Nebraska Wage and Hour AR, &
Neb. § 48-1201-1209, and the Nebraska Wage Payment alidc@on Act, R.R.S. Neb. 88 48-122232, and they seek to act as ¢
representatives for a class action under Federal &WCivil Procedure 23 on behalf of current andier production and support employ
at the plant since July 1, 2001. The 20 named fifisiralso assert claims under the FLSA. In patticuthe suit alleges employees shoul
paid for time spent preparing, donning, doffing awhitizing sanitary and safety equipment and oigthobtaining tools, equipment &
supplies, “working” steels and “mousetraps” andf@aning other jobrelated functions, before and after paid time, dndng both pai
breaks and unpaid meal-period breaks. Plaintifissgeking unpaid straighithe wages and overtime wages, liquidated damaggstatutor
penalties, interest, attorneys’ fees, costs, actho®ory and injunctive relief. Defendant’s tinterespond to the complaint has not yet run.

Other Matters: The Company has approximately 110,000 team menaretsat any time has various employment practicettensaIn thi
aggregate, these matters are significant to the paosn and the Company devotes significant resoutedsandling employment issu
Additionally, the Company is subject to other laitsuinvestigations and claims (some of which imeobsubstantial amounts) arising ou
the conduct of its business. While the ultimataultssof these matters cannot be determined, theyar expected to have a material ad\
effect on the Company's consolidated results ofaifmns or financial position.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

The table below provides information regarding pases by the Company of its Class A common stodkglthe periods indicated.

Total Total Number of Shares Maximum Number of
Number Average Purchased as Part o Shares that May Yet
of Shares Price Paid Publicly Announced Be Purchased Under the
Period Purchased per Share Plans or Programs Plans or Programs (1)
Apr. 2 to
Apr. 29, 200¢€ 226,669 $13.54 - 22,474,43¢
Apr. 30 to
June 3, 200 330,703 15.55 - 22,474,43¢
June 4 tc
July 1, 200¢ 133,014 15.18 - 22,474,439
Total 690,386 (2 $14.82 - 22,474,43¢

Q) On February 7, 2003, the Company announced thatahed of directors of the Company had approvelda fo repurchase up to
25,000,000 shares of Class A common stock from toriene in open market or privately negotiatechsactions. The plan has no
fixed or scheduled termination da

(2 The Company purchased 690,386 shares during tiedeat were not made pursuant to the Compangsipusly announced stock
repurchase plan, but were purchased to fund ceftampany obligations under its equity compensapians. These purchases were
made in open market transactio

Item 3. Defaults Upon Senior Securities
Not Applicable
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Item 4. Submission of Matters to a Vote of Security Holders
None

Item 5. Other Information

The Company’s 2007 Annual Meeting is currently sithed for February 2, 2007. Accordingly, pursuanthie Company’s Byaws, for an’
business to be brought before the 2007 Annual Mgeby a proponent shareholder, written notice (iappr form as required by t
Company’'s By-laws) must be provided to R. Read ldadshe Compang' Secretary, at 2210 West Oaklawn Drive, Springdaikansas
72762-6999, no later than November 19, 2006, angiamieer than October 25, 2006.

ltem 6. Exhibits
The following exhibits are filed with this report.

Exhibit No. Exhibit Descriptior Page
121 Calculation of Ratio of Earnings to Fixed Char 43
31.1 Certification of Chief Executive Officer pursuant$EC Rule 13a-14(a)/15d-14(a), as adopted 44

pursuant to Section 302 of the Sarbi-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuaot$EC Rule 13a-14(a)/15d-14(a), as adopted 45
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuant 46
to Section 906 of the Sarba-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuant a7
to Section 906 of the Sarba-Oxley Act of 2002
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SIGNATURES

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

TYSON FOODS, INC.

Date: August 10, 200 /s/ Wade Miguelon
Wade Miquelor
Executive Vice President ai
Chief Financial Office

Date: August 10, 200 /s/ Craig J. Hart
Craig J. Har
Senior Vice President, Controller a
Chief Accounting Office!
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Exhibit 12.1

Computation of Ratio of Earnings to Fixed Charges

(dollars in 000’s) Nine Months

Ended Fiscal Years Ending

July 1,

2006 2005 2004 2003 2002 2001
Net income (loss) for the peric $(140,170) $372,421 $402,907 $337,408 $382,727 $87,859
Add: Income tax (benefit) expense (76,340) 155,770 232,392 185,493 210,237 58,362
Add: Minority interest (45) (120) (68) 248 97) 18,750
Fixed charge 231,027 276,974 314,681 337,164 351,622 175,457
Less: Capitalized intere (6,663) (6,490) (3,491) (3,325) (9,264) (3,249)
Income (loss) before taxes on income and fixedgdmsar 7,809 798,555 946,421 856,988 935,225 337,179
Fixed Charges:
Interest 187,063 225,536 268,438 294,175 296,983 143,718
Capitalized interest 6,663 6,490 3,491 3,325 9,264 3,249
Rentals at computed interest factor (1) 34,531 38,805 37,010 34,730 37,504 25,343
Amortization of debt discount expense 2,770 6,143 5,742 4,934 7,871 3,147
Total fixed charges $231,027 $276,974 $314,681 $337,164 $351,622 $175,457
Ratio of earnings to fixed charges - 2.88 3.01 2.54 2.66 1.92
Insufficient Coverage $223,218 $- $- $- $- $-

(1) Amounts represent those portions of rent expens-third) that are reasonable approximations of irstecests
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EXHIBIT 31.1
CERTIFICATIONS

I, Richard L. Bond, certify that:
1. | have reviewed this quarterly report on Form 10fQyson Foods, Inc.;

2. Based on my knowledge, this redods not contain any untrue statement of a mategabr omit to state a material fact neces
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to the period
covered by this report;

3. Based on my knowledge, the finarst@tements, and other financial information inled in this report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this rej

4. The registrant's other certifyirfiaer and | are responsible for establishing araintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepared

b) designed such internal control over financial réipgr or caused such internal control over finaheporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) evaluated the effectiveness of the registrantdalsre controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

d) disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected,
or is reasonably likely to materially affect, thegistrant’s internal control over financial repodj and

5. The registrant's other certifyirfiaer and | have disclosed, based on our mostteeealuation of internal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a) all significant deficiencies and material weaknedsehe design or operation of internal contra¢iofinancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize a&port financial information; and

b) any fraud, whether or not material, that involvesnagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: August 10, 2006

/s/ Richard L. Bond

Richard L. Bond

President and Chief Executive Officer
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EXHIBIT 31.2
CERTIFICATIONS

I, Wade Miquelon, certify that:
1. | have reviewed this quarterly report on Form 10fQyson Foods, Inc.;

2. Based on my knowledge, this redods not contain any untrue statement of a mategabr omit to state a material fact neces
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to the period
covered by this report;

3. Based on my knowledge, the finarst@tements, and other financial information inled in this report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this rej

4. The registrant's other certifyirfiaer and | are responsible for establishing araintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepared

b) designed such internal control over financial réipgr or caused such internal control over finaheporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) evaluated the effectiveness of the registrantdalsre controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

d) disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected,
or is reasonably likely to materially affect, thegistrant’s internal control over financial repodj and

5. The registrant's other certifyirfiaer and | have disclosed, based on our mostteeealuation of internal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a) all significant deficiencies and material weaknedsehe design or operation of internal contra¢iofinancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize a&port financial information; and

b) any fraud, whether or not material, that involvesnagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: August 10, 2006

/s/ Wade Miquelon

Wade Miquelon

Executive Vice President and Chief Financial Office
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly RepdiTyson Foods, Inc. (the Company) on FormQ@ar the period ending Ju
1, 2006 as filed with the Securities and Exchangenf@ission on the date hereof (the Report), I, RitHa Bond, President and Ch

Executive Officer of the Company, certify, pursutntl8 U.S.C. 1350, as adopted pursuant to 90BeoSarbane®xley Act of 2002, to tr
best of my knowledge, that:

(1) The Report fully complies with the requirents of section 13(a) or 15(d) of the Securitigshange Act of 1934; and

(2) The information contained in the Repoitlyapresents, in all material respects, the finahcondition and result of operatic
of the Company.

/s/ Richard L. Bont
Richard L. Bonc
President and Chief Executive Offic

August 10, 200t
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly RepdiTyson Foods, Inc. (the Company) on FormQ@ar the period ending Ju
1, 2006, as filed with the Securities and Excha@genmission on the date hereof (the Report), |, Widagielon, Executive Vice Presid¢
and Chief Financial Officer of the Company, certipursuant to 18 U.S.C. 1350, as adopted pursua@dé of the Sarban&3xley Act of
2002, to the best of my knowledge, that:

(1) The Report fully complies with the requirents of section 13(a) or 15(d) of the Securitigshange Act of 1934; and

(2) The information contained in the Repoitlyapresents, in all material respects, the finahcondition and result of operatic
of the Company.

/sl Wade Miquelot
Wade Miquelor
Executive Vice President and Chief Financial Offi

August 10, 200t
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