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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 1p@F THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended June 27, 1998
OR

() TRANSITION REPORT PURSUANT TO SECTION 13 OR @pOF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number 0-3400

TYSON FOODS, INC.
(Exact name of registrant as specified in its @rart

Delaware 71-0225165
(State or other jurisdiction of (I.R.S. Employeeidification No.)

incorporation or organization)

2210 West Oaklawn Drive, Springdale, Arkansas 726929

(Address of principal executive offices and zip €pd

(501) 290-4000
(Registrant's telephone number, including area)ode

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 (orsiech shorter period that the Registrant was reduadile such reports), and (2) has been

subject to such filing requirements for the pastags.

Yes X No

Indicate the number of shares outstanding of e&tinedssuer's classes of common stock, as oftiest practicable date.

Class Outsta nding June 27, 1998
Class A Common Stock, $.10 Par Value 128 ,508,302 Shares
Class B Common Stock, $.10 Par Value 102 ,645,513 Shares
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PART I. FINANCIAL INFORMATION
Iltem 1. Financial Statements

TYSON FOODS, INC.
CONSOLIDATED CONDENSED BALANCE SHEETS

(In millions except per share amounts)

(Una udited)
Ju ne 27, September 27,

ASSETS 1998 1997
Current Assets: - e e

Cash and cash equivalents $ 296 $ 236

Accounts receivable 701.3 617.8

Inventories 1 ,080.1 886.1

Assets held for sale 12.8 6.2

Other current assets 48.9 38.8
Total Current Assets 1 ,872.7 1,572.5
Net Property, Plant, and Equipment 2 ,380.4  1,924.8
Excess of Investments over Net Assets Acquired 989.7 731.1
Investments and Other Assets 224.8 182.6
Total Assets $5 ,467.6  $4,411.0

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:

Notes payable $ 451 $ 373
Current portion of long-term debt 57.5 94.6
Trade accounts payable 348.8 290.3
Other accrued liabilities 432.6 298.8
Total Current Liabilities 884.0 721.0
Long-Term Debt 1 ,993.6  1,558.2
Deferred Income Taxes 489.2 506.1
Other Liabilities 31.6 4.2

Shareholders' Equity:
Common stock ($.10 par value):
Class A-Authorized 900 million shares;
issued 137.9 million shares at 6-27-98
and 119.5 million shares at 9-27-97 13.8 11.9
Class B-Authorized 900 million shares;
issued 102.7 million shares at 6-27-98

and 102.7 million shares at 9-27-97 10.3 10.3
Capital in excess of par value 740.5 379.1
Retained earnings 1 ,489.4  1,390.8
Currency translation adjustment (2.5) (2.5)

2 2515 1,789.6

Less treasury stock, at cost-
9.4 million shares at 6-27-98 and

8.8 million shares at 9-27-97 180.0 165.6
Less unamortized deferred compensation 2.3 2.5
Total Shareholders' Equity o 2 ,069.2  1,621.5
Total Liabilities and Shareholders' Equity $5 ,467.6 $4,411.0

The accompanying notes are an integral part oktfinancial statements.
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TYSON FOODS, INC.
CONSOLIDATED CONDENSED STATEMENTS OF INCOME
(In millions except per share data)

(Unaudited)
Three Months Ended Nine Months Ended
June 27, June 28, June 27, June 28,
1998 1997 1998 1997
Sales $1,953.6 $1,591.2 $5,345.2 $4,693.4
Cost of Sales 1,645.2 1,323.2 4,507.3 3,914.8
Gross Profit 308.4 268.0 837.9 778.6
Expenses:
Selling 156.0 136.1 436.8 386.4
General and administrative 36.5 25.1 101.4 73.9
Amortization 8.3 6.9 22.5 20.6
Operating Income 107.6 99.9 277.2 297.7
Other Expense (Income):
Interest 37.6 28.1 102.8 83.2
Other (4.0) (7.8) (39.4)
Income Before Taxes on Income 74.0 71.8 182.2 253.9
Provision for Income Taxes 27.4 26.6 67.4 115.9
Net Income $ 466 $ 452 $ 1148 $ 138.0
Basic Average
Shares Outstanding 231.9 215.5 225.1 216.6
Basic Earnings Per Share $0.20 $0.21 $0.51 $0.64
Diluted Average
Shares Outstanding 232.5 217.5 226.4 218.6
Diluted Earnings Per Share  $0.20 $0.21 $0.51 $0.63
Cash Dividends Per Share:
Class A $0.0250  $0.0250 $0.0750 $0.070
Class B $0.0225  $0.0225 $0.0675 $0.063

The accompanying notes are an integral part oktfinancial statements.
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TYSON FOODS, INC.
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(In millions)

(Unaudited)
Nine Months Ended

June 27, June 28,
1998 1997

Cash Flows from Operating Activities:
Net income $ 1148 $ 138.0
Adjustments to reconcile net income to cash
provided by operating activities:

Depreciation 175.3 151.7
Amortization 225 20.6
Deferred income taxes (61.3) (10.9)
Gain on dispositions of assets (3.2) (42.0)
Decrease in accounts receivable 20.3 7.7
Decrease in inventories 15.3 27.7
Increase in trade accounts payable 7.9 10.2
Net change in other current assets
and liabilities 61.2 68.2
Cash Provided by Operating Activities 352.8 371.2
Cash Flows from Investing Activities:
Net cash paid for acquisitions (257.4)
Additions to property, plant and equipment (203.1) (219.4)
Proceeds from disposition of net assets 130.6 206.6
Net change in other assets and liabilities (12.9) (44.9)
Cash Used for Investing Activities (342.8) (57.7)
Cash Flows from Financing Activities:
Net change in notes payable (77.2) 41.4
Proceeds from long-term debt 1,091.9 102.4
Repayments of long-term debt (987.9) (401.9)
Purchases of treasury shares (16.4) (41.6)
Other (14.3) (12.7)
Cash Used for Financing Activities (3.9) (31249
Effect of Exchange Rate Change on Cash (0.2) 0.1
Increase in Cash and Cash Equivalents 6.0 1.2
Cash and Cash Equivalents at Beginning of Period 23.6 36.6
Cash and Cash Equivalents at End of Period $ 296 $ 37.8

Supplemental Cash Flow Information
Cash paid during the period for:
Interest $119.0 $108.0
Income taxes $62.4 $94.8

The accompanying notes are an integral part oktfiancial statements.
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TYSON FOODS, INC.

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S
(Unaudited)

1. Accounting Policies

The consolidated condensed financial statements hesn prepared by Tyson Foods, Inc. (the "Compamthout audit, pursuant to the
rules and regulations of the Securities and Excé&@gmmission. Certain information and accountinkiciEs and footnote disclosures
normally included in financial statements prepadredccordance with generally accepted accountimgiples have been condensed or
omitted pursuant to such rules and regulation$icdigh the management of the Company believeshbatisclosures are adequate to make
the information presented not misleading, thesealithated condensed financial statements shoutddkin conjunction with the
consolidated financial statements and notes thémetaded in the Company's latest annual reportHerfiscal year ended September 27,
1997. The preparation of consolidated condenseshfiial statements requires management to makeagstirand assumptions. These
estimates and assumptions affect the reported amofiassets and liabilities and disclosure of ingeint assets and liabilities at the date of
the consolidated financial statements and the teg@mounts of revenues and expenses during tbetirepperiod. Actual results could dif
from those estimates. In the opinion of the manaeraf the Company, the accompanying consolidabedensed financial statements
contain all adjustments, consisting of normal réograccruals necessary to present fairly the firedposition as of June 27, 1998 and
September 27, 1997 and the results of operatiorthéathree and nine months ended June 27, 1998wared28, 1997, and cash flows for the
nine months ended June 27, 1998 and June 28, TB8#esults of operations for the three and ninathmended June 27, 1998 and June 28,
1997, and cash flows for the nine months ended 2dn&998 and June 28, 1997, are not necessatlilgative of the results to be expected
the full year.

In 1997, the Financial Accounting Standards Boastiéd Statement of Financial Accounting StandaasLR8, "Earnings Per Share".
Statement 128 replaced the previously reportedassirand fully diluted earnings per share with basid diluted earnings per share. Unlike
primary earnings per share, basic earnings peeshaludes the dilutive effects of options, warsaanhd convertible securities. Diluted
earnings per share is very similar to the previpusported fully diluted earnings per share. Eagaiper share amounts for all periods
presented have been restated where necessaryftwrmdo the Statement 128 requirements.

The Notes to Consolidated Financial Statementthfofiscal year ended September 27, 1997, rethecsignificant accounting policies, debt
provisions, borrowing arrangements, dividend restms, contingencies and commitments of the Compahere were no material change
such items during the nine months ended June @B, EXcept as disclosed in these notes.
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2. Earnings Per Share

The following table sets forth the computation asiz and diluted earnings per share:

(1 n millions)
Three Months En ded Nine Months Ended
June 27, June 28, June 27, June 28,
1998 19 97 1998 1997
Numerator:
Net Income $46.6  $45. 2 $114.8 $138.0
Denominator:
Denominator for basic
earnings per share-
weighted average shares 2319 215. 5 2251 216.6
Effect of dilutive securities:
Employee stock options 0.6 2. 0 1.3 2.0

Denominator for diluted
earnings per share-
adjusted weighted average

shares and assumed conversions 232.5 217. 5 2264 2186
Basic earnings per share $0.20 $0.2 1 $0.51 $0.64
Diluted earnings per share $0.20 $0.2 1 $0.51 $0.63

3. Inventories

Inventories, valued at the lower of cost (firstfinst-out) or market, consist of the following:

(In millions)
June 27, September 27,

1998 1997
Finished and work-in-process $ 500.1 $366.1
Live poultry and hogs 394.9 353.4
Seafood related products 34.5 39.5
Hatchery eggs and feed 68.8 57.8
Supplies 81.8 69.3
Total $1,080.1 $886.1

4. Acquisitions and Dispositions

On January 9, 1998, the Company completed the sitiqni of Hudson Foods, Inc. ("Hudson") pursuantvtoch Hudson merged with and
into a wholly- owned subsidiary of the Company (tHeidson Acquisition"). At the effective time of mger the Class A and Class B
shareholders of Hudson received an aggregate obxippately 18.4 million shares of the Company'ssSlA common stock and
approximately $257.4 million in cash. On Januarg®8, the Company borrowed $318 million undecdsimercial
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paper program to finance the $257.4 million casttigo of the Hudson Acquisition and repay approxieha$61 million under Hudson's
revolving credit facilities. Reference is madehe Company's Current Report on Form 8-K, datedalgrib, 1998 for a more detailed
description of Hudson and the Hudson Acquisitiog|uding certain pro forma financial informatiorvigig effect to the Hudson Acquisition.
The Hudson Acquisition has been accounted formgehase and the excess of investment over nesassguired is being amortized straight-
line over forty years. The Company's consolidatsilits of operations include the operations of ldadsnce the acquisition date. The
following unaudited pro forma information shows tiesults of operations as though the purchase débtuhad been made at the beginning
of fiscal 1997.

(In millions, except per sha re data)
Nine Months Ended

June 27, June 2 8,
1998 1997
Net sales $5,762.1 $5,925 2
Net income 107.0 47 2
Basic Earnings Per Share 0.46 0. 52
Diluted Earnings Per Share 0.46 0. 52

The unaudited pro forma results are not necesdadigative of the actual results of operationg thauld have occurred had the purchase
actually been made at the beginning of 1997, orehalts which may occur in the future.

On June 9, 1998, Hudson and Pierre Foods, LLC t#ie a wholly owned subsidiary of Fresh Foods, lompleted an asset purchase
agreement for Pierre to acquire the Pierre Foodsidn from Hudson. The Pierre Foods division, lokiseCincinnati, Ohio and acquired as
part of the Hudson Acquisition, is primarily engdde producing and distributing packaged, precodked products to the foodservice
industry. Under the terms of the purchase agregrésrtre paid $122 million in cash and assumedateliabilities. The Company recogniz
no gain or loss on the sale of these assets. liti@dcho pro forma information is provided as therations of the Pierre Foods division was
not significant to the Company.

Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
FINANCIAL CONDITION

For the nine months ended June 27, 1998, net otaling $352.8 million was provided by all operatiactivities. Operations provided $24:
million in cash and $104.7 million was providedrst changes in receivables, inventories, payaléother items. As a result of a tax
settlement, the Company reclassed $71 million & rded taxes to current taxes payable. The Compaasl cash from operations to fund
$203.1 million of property, plant and equipmentiidds. The expenditures for property, plant andipopent were related to acquiring new
equipment, upgrading facilities in order to maintaompetitive standing and position the Companyfufture opportunities.
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At June 27, 1998, working capital was $988.7 millammpared to $851.5 million at 1997 fiscal yeadean increase of $137.2 million. The
current ratio at June 27, 1998 was 2.1 to 1 contpar@.2 to 1 at September 27, 1997. Working chpéa increased since year-end primarily
due to increases in accounts receivable and inxieat®ffset slightly by increases in notes payahdeounts payable and other current
liabilities, primarily due to the Hudson AcquisitioAt June 27, 1998, total debt was 50.3% of toaglitalization compared to 51.0% at
September 27, 1997. The Company's foreseeableneasls for operations and capital expendituresawiitinue to be met through cash flows
from operations and borrowings supported by exgstiredit facilities as well as additional creditifaies which the Company believes are
available.

The Company has an unsecured revolving credit agreetotaling $1 billion which supports the Compamommercial paper program. This
$1 billion facility expires in May 2002. At June ,2IP98, $496.4 million was outstanding under tHid#lion facility consisting of $451.4
million in commercial paper and $45 million drawnder the revolver. The Company's $250 million facilvas terminated effective May 4,
1998. Additional outstanding lorigrm debt at June 27, 1998 consisted of $1,027l#bmof public debt, $221.6 million of instituti@h notes
$175.0 million in leveraged equipment loans and.$73illion of other indebtedness. On January 98199 Company borrowed
approximately $318 million under its commercial paprogram, the proceeds of which were used tiin@nhce the $257.4 million cash
portion of the Hudson Acquisition and (ii) repaypamximately $61 million under Hudson's revolvingdit facilities. Subsequent to the
Hudson Acquisition, the Company refinanced $269illian in outstanding long-term debt assumed punstia the Hudson Acquisition with
commercial paper. On January 21, 1998 the Compaued, in two separate series, $150 million 6% &Ndte January 15, 2003 and $150
million 7% Notes due January 15, 2028. On Febrday998, the Company issued $100 million 6.08% Maoiy Par Put Remarketed
SecuritiesSM ("MOPPRSSM") due February 1, 2010$8@ million Floating Rate MOPPRSSM due Februarga1,0. On April 28, 1998,
Company issued debt securities in the form of $2dlon 7% Notes due May 1, 2018. The net procefenls these debt offerings were used
by the Company to repay a portion of the borrowingder its commercial paper program. The Company usa funds borrowed under its
revolving credit facilities, commercial paper pragr or through the issuance of additional debt $gesifrom time to time in the future to
finance acquisitions as opportunities may ariseetimance other indebtedness or capital leasdseo€ompany, and for other general
corporate purposes.

RESULTS OF OPERATIONS

The operating results for the third quarter ofdist998 were impacted by the excess supply of elitproteins, weakness in the export
markets and the quality of the Hudson Foods salesha Company acquired. Sales for the third quartdiscal 1998 increased 22.8% from
the same quarter of fiscal 1997. This increaseaimiyn due to a 23.5% increase in total volume sligbffset by a 0.6% decrease in average
sales prices. Consumer poultry sales, excludingiyraccounted for an increase of 16.0% of the tbtange in sales for the third quarter of
fiscal 1998 as compared to the same quarter ailfl®97. This increase was due to a 28.6% incri@aemnage partially offset by a 7.4%
decrease in average sales prices. A significaritopoof the increase in total sales and consumaltiyosales for the third quarter of fiscal
1998 compared to the same quarter of fiscal 198désto the Hudson Acquisition.
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Mexican Original, Culinary Foods and Mallards Faades as a group accounted for an increase of 6f&8& total change in sales for the
third quarter of fiscal 1998 as compared to theesguarter of fiscal 1997. This increase was prilpahie to a 22.1% increase in average ¢
prices slightly offset by a 0.5% decrease in toendargely due to the acquisition of Mallards Faodugust 1997 and new contracts that
focus on higher priced products. Seafood salesiented for a decrease of 0.2% of the change in satiak for the third quarter of fiscal 1998
as compared to the same quarter of fiscal 199 dédrease was due to a 15.3% decrease in tonresgly wifset by a 12.4% increase in
average sales prices. Decreased seafood volummaiaky due to weakness in the surimi business chlogehe Asian economic crisis.
However, this is partially offset by improvemenighe analog business. The seafood operationscentd be affected by the availability of
some species of fish as well as other regulatidmisiwlimit its source of supply. Sales of live sejranimal foods, byproducts, and other, as
group accounted for an increase of 6.2% of the ghamtotal sales for the third quarter of fiscB9& as compared to the same quarter of 1
1997.

Sales for the first nine months of fiscal 1998 eaged 13.9% over the same period of fiscal 199i8.iMbrease was largely due to consumer
poultry sales, excluding turkey, which accountedafio increase of 9.3% of the change in total dalethe first nine months of fiscal 1998 as
compared to the same period of fiscal 1997. Thissiase in consumer poultry sales was primarilytduen increase in tonnage of 22.4%
offset somewhat by a decrease in average salessf9.2%. A significant portion of the increasedtal sales and consumer poultry sale
the first nine months of fiscal 1998 compared ® $hme period of fiscal 1997 is due to the Hudsoguisition.

Mexican Original, Culinary Foods and Mallards Faades as a group accounted for an increase of 6f@& change in total sales for the
first nine months of fiscal 1998 as compared tosdu@e period of fiscal 1997. This increase was gmilgndue to a 18.2% increase in average
sales prices as well as a 0.2% increase in tontege]y due to the acquisition of Mallards Fooddmgust 1997. Seafood sales accounted for
a decrease of 0.9% of the change in total salethéofirst nine months of fiscal 1998 as compagethé same period of fiscal 1997. This
decrease was due to a 26.9% decrease in tonnagalypaiffset by a 7.0% increase in average sateep. Sales of live swine, animal foods,
by-products, and other as a group accounted for@aase of 4.9% of the change in total saleshfeffitrst nine months of fiscal 1998 as
compared to the same period of last year.

The Company recognizes that conducting businessselling products into foreign countries, incluglibut not limited to Russia and certain
Asian countries, entails inherent risks includirgious political, credit, inventory and currencgks. The Company, however, is continually
monitoring its international business practices, avitenever possible, will attempt to minimize then@any's financial exposure to these
risks.

Cost of goods sold increased 24.3% for the thirargw of fiscal 1998 as compared to the same quafrfescal 1997. This increase is mainly
the result of the increase in sales. Although tiet of ingredients used in feed for poultry andrenand the ingredients used in Mexican
Original operations during the third quarter otfis1998 decreased in comparison with the samedeagquafrfiscal 1997, these benefits will not
be realized
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until future quarters. As a percent of sales, obshles was 84.2% for the third quarter of fisk288 compared to 83.2% in the third quarte
fiscal 1997.

Cost of goods sold increased 15.1% for the finsemonths of fiscal 1998 compared to the same g@fifiscal 1997. This increase is mainly
the result of the increase in sales. As a perdesdles, cost of sales was 84.3% for the first miaths of fiscal 1998 compared to 83.4% in
the same period of fiscal 1997.

Operating expenses increased 19.5% for the thiagteuof fiscal 1998 over the same quarter of fi4€87 mostly due to the Hudson
Acquisition. Selling expense, as a percent of salesreased to 8.0% for the third quarter of fid®48 as compared to 8.6% for the third
quarter of fiscal 1997. General and administragixeense, as a percent of sales, was 1.9% in tliegharter of fiscal 1998 compared to 1.6%
in the same period last year. Amortization expease percent of sales, was 0.4% in the third quaftfiscal 1998 and 1997.

Operating expenses increased 16.6% for the fingt months of fiscal 1998 from the same periodsafdi 1997 mostly due to the Hudson
Acquisition. Selling expense, as a percent of salas 8.2% for the first nine months of fiscal 138l fiscal 1997. General and
administrative expense, as a percent of sales1v38s in the first nine months of fiscal 1998 congahto 1.6% in the same period last year.
Amortization expense, as a percent of sales, wi# th the first nine months of fiscal 1998 and 1997

Interest expense increased 33.8% for the thirdtguaf fiscal 1998 compared to the same quartfiscél 1997 primarily as a result of a
29.2% increase in the Company's average indebtedives the same period last year. The weightedagednterest rate of all Company debt
increased to 6.5% compared to 6.3% for the samedkast year.

Interest expense increased 23.6% in the first miaeths of fiscal 1998 compared to the same peffididaal 1997. The Company had a hig
level of borrowing which increased the Company&rage indebtedness by 15.5% from the same pesogdar. The weighted average
interest rate of all Company debt increased to 6b#bpared to 6.1% for the same period last year.

The effective income tax rate for the third quaged first nine months of fiscal 1998 was 37.0% parad to 37.0% and 45.6%, respectively
for the same periods of fiscal 1997. The effectaserate for the first nine months of fiscal 199@sampacted by the taxes on the gain from
the sale of the beef division assets. Certain coste allocated to the beef division which aredeductible for tax purposes, resulting in a
higher effective tax rate.

IMPACT OF YEAR 2000

The Year 2000 Issue is the result of computer piogrbeing written using two digits rather than faudefine the applicable year. Any of the
Company's computer programs that have date-semsitiftware may recognize a date using "00" as ¢iae ¥900 rather than the year 2000.
This could result in a system failure or miscaltioles causing disruptions of operations, includamgong other things, a temporary inabilit
process transactions, send invoices, or engagmilasnormal business activities.
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Based on a recent assessment, the Company detdrthatdt will be required to modify or replace Ited portions of its software so that its
computer systems will function properly with respiecdates in the year 2000 and thereafter. Thepgaom presently believes that with
modifications to existing software and conversitmaew software, the Year 2000 Issue will not peigaificant operational problems for its
computer systems.

The Company has initiated formal communication$wit of its significant suppliers and large cusessto determine the extent to which the
Company's interface systems are vulnerable to ttgkparties' failure to remediate their own Y2800 Issues. The Company's total Year
2000 project cost and estimates to complete indleestimated costs and time associated witimtpadt of third party Year 2000 Issues
based upon presently available information. Howgtihere can be no guarantee that the systems ef ctimpanies on which the Company's
systems rely will be converted timely or would hawe an adverse effect on the Company's systems.

The Company will utilize both internal and exterredources to reprogram, or replace, and testofitnware for Year 2000 modifications. The
Company anticipates completing the Year 2000 ptdjgdecember 31, 1998, which is prior to any apéited impact on its operating
systems. The total cost of the Year 2000 projenbtsexpected to have a material effect on the Gayls results of operations.

RESTRUCTURING

The Company has commenced a study of restructagrtgin of its operations. The exact size and caitipa of the restructuring have not
yet been fully determined. The study is expectelgetcompleted in time to allow submission of a fakplan to the Company's Board
Directors for approval at its regular fourth quarteeeting, and, if approved, will result in certa@structuring and other miscellaneous one-
time charges during the fourth quarter of fisca€8.9Such charges are currently expected to aggreggiroximately $200 million on a ptax
basis.

The restructuring is in furtherance of the Compapyeviously stated objective to focus on its dmrsiness, chicken. The recent acquisitio
Hudson Foods, Inc. and the assimilation of Hudskacidities and operations into the Company's bessrhave permitted the Company to
review and rationalize the productive capabiliaesl cost structure of its core business. The retsiing contemplates, among other things,
the closure of certain Company plants and resultiak force reductions, the writedown of goodwilbaated to certain facilities that may be
closed and the reconfiguration of various produrciaxilities. In addition, the Company plans toaditnon-core businesses whose financial
results do not meet management's expectations.

ENVIRONMENTAL MATTERS

The Company has a strong financial commitment torenmental matters. During the first nine montiigigcal 1998 the Company invested
approximately $32.2 million in water quality fatiéis, including capital outlays to build and upgrddcilities and day-to-day operations of
waste- water facilities.
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CAUTIONARY STATEMENTS RELEVANT TO FORWARD-LOOKING NFORMATION FOR THE PURPOSE OF "SAFE HARBOR"
PROVISIONS OF THE PRIVATE SECURITIES LITIGATION REFRM ACT OF 1995

The Company and its representatives may from tontarte make written or oral forward-looking statertsewith respect to their current
views and estimates of future economic circumstsriogustry conditions, company performance ananiomal results. These forwaldeking
statements are subject to a number of factors aodrtainties, including those related to the Corgfsaability to effectively assimilate
Hudson, which could cause the Company's actualtsemod experiences to differ materially from timticpated results and expectations,
expressed in such forward- looking statements.ddmpany wishes to caution readers not to placeaingliance on any forward-looking
statements, which speak only as of the date maaeng the factors that may affect the operatingltesid the Company are the following:
fluctuations in the cost and availability of rawterdals, such as feed grain costs in relation $tohical levels; (ii) changes in the availability
and relative costs of labor and contract groweiisnfarket conditions for finished products, inding the supply and pricing of alternative
proteins, all of which may impact the Company'sipg power; (iv) effectiveness of advertising andrketing programs; (v) the ability of the
Company to make effective acquisitions and sucagshtegrate newly acquired businesses, includitugison, into existing operations; (vi)
risks associated with leverage, including costdases due to rising interest rates; (vii) changesdulations and laws, including changes in
accounting standards, environmental laws, occupatitealth and safety laws, and laws regulatisigifig and seafood processing activities;
(viii) access to foreign markets together with fgreeconomic conditions, including currency fludtaas; and (ix) the effect of, or changes
general economic conditions.

Item 2a. Quantitative and Qualitative Disclosure Almut Market Risks

Market risks relating to the Company's operati@sult primarily from changes in interest ratesefgn exchange rates and commodity pri
as well as credit risk concentrations. To addressd risks the Company enters into various hedgamgactions as described below. The
Company does not use financial instruments foritgagurposes and is not a party to any leveragedates.

Foreign Currency and Interest Rate Risks

The Company periodically enters into foreign exa®aforward contracts and option contracts to hexdgee of its foreign currency exposure.
The Company uses such contracts to hedge expasahamnges in foreign currency exchange rates, pitinpanese yen, associated with
sales denominated in foreign currency. Gains asskl® on these contracts are deferred and recogaszad adjustment of the subsequent
transaction when it occurs. Forward and option reamt$ generally have maturities not exceeding tevebonths.

The Company also hedges exposure to changes irshtates on certain of its financial instrumebtsder the terms of various leveraged
equipment loans, the Company enters into inteegstswap agreements to effectively lock in a fikedrest rate for these borrowings. The
maturity dates of these leveraged equipment lcamge from 2005 to 2008 with interest rates rangiog 4.7% to 6.0%.
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As of June 27, 1998, the stated or notional amoointise Company's outstanding foreign currency iatetest rate derivative financial
instruments were as follows:

(In millions)
J une 27
1998
Interest rate swaps $147.1
Foreign currency purchased options to sell 33.6
Foreign currency sold options to sell 37.9

The following table provides information about Bempany's derivative financial instruments and ofimancial instruments that are

sensitive to changes in interest rates. The tafeleemts the Company's debt obligations, principahdlows and related weighted-average
interest rates by expected maturity dates. Foraésteate swaps, the table presents notional ama@unat weighted-average interest rates or
strike rates by contractual maturity dates. Noti@maounts are used to calculate the contractual tews to be exchanged under the cont

Interest Rate Sensitivity Principal (Notional) Ammbpy Expected Maturity Average Interest (Swap)eRat

(dollars in millions)1998 1999 2000 2001 2002 There- Total Fair
after Value
6/27/98
Liabilities

Long-term Debt, including Current Portion

Fixed Rate $57.5 $223.8 $126.9 $74.4 $178.1 $838.9 $1,499.6 $1,537.8
Average Interest

Rate 8.80% 6.29% 8.30% 9.45% 6.20% 6.83% 7.28%
Variable Rate - - - $496.4 - $54.0 $550.4 $550.4
Average Interest

Rate - - - 568% - 3.63% 5.48%

Interest Rate Derivative Financial Instruments Beldo Debt Interest Rate Swaps

Pay Fixed $4.0 $16.0 $17.2 $18.4 $19.6 $71.9 $184.0 Average Pay Rate 6.34% 6.71% 6.71% 6.69%966§83% Average Receive Rate-
USD 6 Month Libor.

The following table summarizes information on instients and transactions that are sensitive togor@irrency exchange rates, including
foreign currency forward exchange agreements. &r@ign currency forward exchange agreements, tiie esents the notional amounts

and weighted-average exchange rates by expectattdctual) maturity dates. These notional amouategally are used to calculate the
contractual payments to be exchanged under theambnt
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Exposures Related to Derivative Contracts with ethibtates Dollar Functional Currency Principal {biwal) Amount by Expected Maturity
Average Forward Foreign Currency Exchange Rate (B8 ign Currency)

(dollars in millions)

1998 1999 2000 2001 2002 There- Total Fair
after Value
6/27/98
Sold Option Contracts to Sell Foreign Currencies fo r Uss
Japanese Yen
Notional Amount $31.4 $65 - - - - $379 %0

Weighted Average
Strike Price 113.03 109.48 - -

Purchased Option Contracts to Sell Foreign Currenci es for US$
Japanese Yen
Notional Amount $28.0 $5.6 - - - - $336 %11

Weighted Average
Strike Price 126.84 126.69 - -

Commodities Risk

The Company is a purchaser of certain commodipiesiarily corn and soybeans. The Company uses cdlitynfutures and purchased
options for hedging purposes to reduce the effechanging commodity prices on a portion of its eoatlity purchases. The contracts that
effectively meet risk reductions and correlatioitecia are recorded using hedge accounting. Gaiddasses on hedge transactions are
recorded as a component of the underlying inventarghase.

The following table provides information about thempany's corn, soybean meal and other feed irgmettiventory and futures contracts
that are sensitive to changes in commodity priEes.inventory, the table presents the carrying athand fair value at June 27, 1998. For the
futures contracts the table presents the notianaluats in bushels, the weighted average contraaggrand the total dollar contract amount
by expected maturity dates, the latest of whichuosfour months from the reporting date. Contracdants are used to calculate the
contractual payments and quantity of corn and saylmeal to be exchanged under the futures contracts
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(In millions) Carrying amoun t  Fair value

On Balance Sheet Commodity Position
and Related Derivatives
Corn, Soybean Meal and Other Feed
Ingredient Inventory $32.9 $32.9
Corn Futures Contracts
Contract Volumes

(bushels) 3,795,000
Weighted Average Price

(Per bushel) $2.57 $2.51
Contract Amount

($US in millions) $9.7 $9.5

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

On July 28, 1997, Hudson received notice from th@dd States Department of Justice ("DOJ") thatais prepared to bring an action against
Hudson for the alleged violation of the Clean Waket at Hudson's Berlin, Maryland poultry procesgsiacility. The DOJ alleged that over
the past five years, Hudson had repeatedly diseldgpgllutants in quantities in excess of its NatidPollutant Discharge Elimination System
("NPDES") permit limits, violated monitoring andmspling requirements of its NPDES permit and fatieghrovide notice of NPDES
violations. On September 19, 1997, Hudson enteredan agreement in principle with the DOJ for sk&tlement of these claims. On May 8,
1998, a Consent Decree between the United Stateisdi and the Company was filed with the UnitedeStBistrict Court together with a
Complaint alleging these violations. The thirty 8@y comment period has expired and it is antteigpghat the DOJ will advise the District
Court on or before August 14, 1998 of its positiegarding said comments. The Consent Decree, wtaiteng that Hudson denies the
violations alleged in the Complaint, provides floe payment to the United States of $4.0 million tredexpenditure of $2.0 million in
supplemental environmental projects (SEP's).

On or about July 23, 1998, the Maryland Departnoétihe Environment ("MDE") filed a Complaint forjlmctive Relief and Civil Penalty
(the "Complaint") against the Company in the Cir€lourt of Worcester County, Maryland for the aldgiiolation of certain Maryland wat
pollution control laws with respect to the Comparighd application of sludge to Company owned adjtical land near Berlin, Maryland.
The Company operates a poultry processing and riegdcility in Berlin that was acquired by the @pany in the Hudson Acquisition. The
MDE seeks, in addition to injunctive and equitatgkef, civil penalties of up to $10,000 per day éach day the Company had allegedly
operated in violation of the Maryland water poluticontrol laws. The Company has only recentlyikexbthe Complaint, is reviewing and
researching the factual matters asserted thenedhindends to vigorously defend against the sarhe.Jompany does not believe any
penalties, if imposed, would have a material adveffect on the Company's results of operatiorfsmancial condition.
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Item 2. Changes in Securities

Not Applicable

Item 3. Defaults Upon Senior Securities

Not Applicable

Item 4. Submission of Matters to a Vote of Securityolders
Not Applicable

Item 5. Other Information

Effective June 29, 1998, the Securities and Excb&@mgmmission amended Rule 14a-4(c) under the Siesuixchange Act of 1934 (the
"1934 Act") which governs a company's use of digonary proxy voting authority with respect to sblaolder proposals that are not being
included in the company's proxy solicitation matksripursuant to Rule 14a-8 of the 1934 Act. NeweRula-4(c)(1) provides that if a
proponent fails to notify the Company at least 4gsdprior to the month and day of mailing of thimpyears' proxy statement (or by an ea

or later date established by an overriding advarotiee provision contained in the company's chartdaylaws), then the management pro
named in the form of proxy distributed in connestimith the company's proxy statement would be adldto use their discretionary voting
authority to address the matter submitted by tlep@nent, without discussion of the matter in thexgrstatement. The Company's bylaws
contain an advance notice provision which provithes a matter may not be brought before an anneating by a proponent stockholder (
"Proponent”) unless the Proponent has providedyeted or mailed notice thereof in writing to thecgetary of the Company (and such nc
has been received by the Secretary) at the priheigutive office of the Company), not less thard@ys nor more than 100 days prior to the
date of the annual meeting. For this provisiondefiective, the Company must have provided ndticgockholders or otherwise publicly
disclosed the date of the annual meeting at léagia8s in advance thereof. If no notice or pubigcidsure is made by the Company within
that time frame, the Proponent's notice, to belimeceived must be received not later than theectuf business on the 10th day following
day on which such actual notice of the meeting mased to stockholders or public disclosure of tfeeting date was made. The Company's
1999 annual meeting is currently scheduled for dgn8, 1999. Accordingly, for any business to baulght before the 1999 Annual Meeting
by a Proponent, written notice thereof must be ioiex to the Secretary by October 26, 1998.

Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits:
The exhibits filed with this report are listed hetexhibit index at the end of this Item 6.
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(b) Reports on Form 8-K:

On April 27, 1998, the Company filed a Current Re¢jpm Form 8-K related to the Company's Second t@uand First Six Months of Fiscal
1998 Operating Results.

EXHIBIT INDEX

The following exhibits are filed with this report.

Exhibit No. Page

3.1 Certificate of Incorporation of the Company as amended
(previously filed as Exhibit 3(a) to the Compa ny's
Registration Statement on Form S-4 filed with the
Commission on July 8, 1992, Commission File No . 33-49368,
and incorporated herein by reference).

3.2 Amended and Restated Bylaws of the Company (pr eviously
filed as Exhibit 3.2 to the Company's Annual R eport on
Form 10-K for the fiscal year ended September 28, 1996,
Commission File No. 0-3400, and incorporated h erein by
reference).

12 Ratio of Earnings to Fixed Charges 20

27 Financial Data Schedule
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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.

Dat e: August 7, 1998 /sl \ayne Britt

Wayne Britt
Executive Vice President and
Chi ef Financial Oficer

Dat e: August 7, 1998 /sl Janes G Ennis

James G Ennis
Vi ce President, Controller and
Chi ef Accounting O ficer
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Exhibit 12

Tyson Foods, Inc.

Ratio of Earnings to Fixed Charges
June 27, 1998

(Dollars in millions)

1998 1997
Fixed Charges:
Interest Expense 102. 8 83.2
Interest Income 8. 1 55
Interest Capitalized 1. 3 2.7
Interest Allocated to Beef and Pork 0. 0 0.9
Amortization of Debt Discount 1. 6 3.3
Interest Portion of Rental Expense (33%) 9. 0 6.0
Total Fixed Charges (A) 122. 8 101.6
Earnings:
Net Income(Loss) 114. 8 138.0
Provision for Income Taxes 67. 4 1159
Fixed Charges 122. 8 101.6
Less Capitalized Interest (1. 3) (2.7
Earnings and Fixed Charges (B) 303. 7 352.8

~

Ratio of Earnings to Fixed Charges (B/A) 2.4 3.47

For purposes of computing the above ratios of egmio fixed charges, "earnings" consist of incdram continuing operations before
income taxes and fixed charges (excluding capédlinterest). "Fixed charges" consist of (i) ins¢r@n indebtedness, whether expensed or
capitalized, but excluding interest to fifty-pertemwned subsidiaries (ii) the Company's proporttersiare of interest of fifty-percent owned
subsidiaries, (iii) that portion of rental expertise Company believes to be representative of istéome-third of rental expense) and (iv)
amortization of debt discount and expense.
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ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE QUARTERLY FINANCIAL
STATEMENTS FOR THE PERIOD ENDED JUNE 27, 1998 AN® QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCH
FINANCIAL STATEMENTS.

CIK: 0000100493
NAME: TYSON FOODS, INC.
MULTIPLIER: 1,000,000

PERIOD TYPE 9 MOS
FISCAL YEAR END OCT 3 199
PERIOD END JUN 27 199
CASH 30
SECURITIES 0
RECEIVABLES 701
ALLOWANCES 0
INVENTORY 1,08(
CURRENT ASSET¢ 1,87:
PP&E 3,77¢
DEPRECIATION 1,39¢
TOTAL ASSETS 5,46¢
CURRENT LIABILITIES 884
BONDS 1,99¢
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 24
OTHER SE 2,04t
TOTAL LIABILITY AND EQUITY 5,46¢
SALES 5,34¢
TOTAL REVENUES 5,34¢
CGS 4,507
TOTAL COSTS 4,507
OTHER EXPENSE! 0
LOSS PROVISION 0
INTEREST EXPENSE 10¢
INCOME PRETAX 182
INCOME TAX 67
INCOME CONTINUING 11F
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 11F
EPS PRIMARY .51
EPS DILUTED .51
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