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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 endedApril 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 theissclasses of common stock as of April 1, 2086t forth below:
Class Outstanding Share

Class A common stock, $0.10 Par Va 255,952,16"
Class B common stock, $0.10 Par Va 98,872,04¢
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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 Six Months Endet
April 1, April 2, April 1, April 2,
2006 2006 2005

Sales $ 6,251 $ 6,35¢ $ 12,70t $ 12,81:
Cost of Sales 6,09¢ 5,94¢ 12,20¢ 12,03

153 414 497 774
Selling, General and Administrative 23€ 237 47C 468
Other Charges 59 2 59 5
Operating Income (Loss) (142) 17¢ (32 301
Other (Income) Expense:
Interest 58 58 10¢ 11€
Other - €) ©) (11

58 55 10¢ 10%

Income (Loss) before Income Tay (200) 12C (140) 19€
Income tax expense (benefit) (73) 44 (52) 72
Net Income (Loss $ (127 $ 76 $ (88) $ 124
Weighted Average Shares Outstanding:
Class A Basic 247 242 24t 242
Class B Basic 99 10z 10C 10z
Diluted 34€ 357 34t 357
Earnings (Loss) Per Shai
Class A Basic $ (0.3¢) $ 0.22 $ (0.2¢) $ 0.37
Class B Basit $ (0.39 $ 0.2C $ (0.29) $ 0.3¢
Diluted $ (0.37) $ 0.21 $ (0.2¢) $ 0.3t
Cash Dividends Per Share:
Class A $ 0.04( $ 0.04( $ 0.08( $ 0.08(
Class B $ 0.03¢ $ 0.03¢ $ 0.072 $ 0.07z

See accompanying Notes to Consolidated Condensaddial 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

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 271 million shares at April 1, 20!
and 268 million shares at October 1, 2!
Class E-authorized 900 million share
issued 99 million shares at April 1, 20t
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 April 1, 200

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)
April 1, 2006

39
751
1,14¢
2,11¢
11¢

4,171
4,05(
2,50z
14C
40¢

11,27:

80:
99(C
97¢

2,771
3,18¢
57¢
165

27

10
1,821
2,917

33

4,80¢

231

4,57

11,27:

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¢




TYSON FOODS, INC.

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 marketable securities

Purchase of short-term investment
Other

Cash Used for Investing Activities

Cash Flows From Financing Activities:
Net change in det

Proceeds from Notes offering
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

(In millions)
(Unaudited)
Three Months Ended Six Months Ended
April 1, April 2, April 1, April 2,
2006 2005 2006 2005
$ (127) 76 $ (88) 124
128 125 253 251
52 1 52 4
(72) 26 (121) (28)
9 (193 77 106
(10) 35 173 457
(168) (122 (357) (232)
2 7 13 8
- - - 8
(89 (144) (118) (417)
47 105 79 383
(75C) - (75C) -
5 3) 10 2
(953) (157) (1,129 (248)
6 132 1) (160)
992 - 992 -
(8) (11) (20) (27)
(13) (13) (27) (27)
5 6 19 5
982 114 963 (209)
(10) 2 (14) 2
9 (6) (1) 2
30 41 4Q 33
$ 39 35 $ 39 35

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 andatgns. Although the Management of the Comparigbes that the disclosures contai
herein are adequate to make the information predembt misleading, these consolidated condensedhdial statements should be rea
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 statementsinegjivlanagement 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 fiddyfinancial position as of April 1, 20(
and the results of operations and cash flows ferthihee and six months ended April 1, 2006, andl pR005. The results of operations
cash flows for the three and six months ended Apr2006, and April 2, 2005, are not necessaritijcative of the results to be expectec
the full year.

INVESTMENTS

The Company has investments in marketable debtrifesu As of April 1, 2006, $177 million were ckfed in other assets in t
Consolidated Condensed Balance Sheets, with maturdnging from one to 30 years. As of Octob&tD5, $5 million were due in one y
or less and were classified in other current assetie Consolidated Condensed Balance Sheets H3@l illion were classified in oth
assets in the Consolidated Condensed Balance Skéttsnaturities ranging from one to 30 years. Tmmpany has applied Statemer
Financial Accounting Standards No. 115, “Accountfiog Certain Investments in Debt and Equity Se@sit (SFAS No. 115), and h
determined that all of its marketable debt se@sitire to be classified as availabledate investments. These investments are reportiadt
value based on quoted market prices as of the tmlsimeet date, with unrealized gains and lossésfmax, recorded in other comprehen:
income. The amortized cost of debt securities imsted for amortization of premiums and accretidndscounts to maturity. Su
amortization is recorded in interest income. Thet o securities sold is based on the specifictifleation method. Realized gains and los
on the sale of debt securities and declines inevpldged to be other than temporary are recordeal et basis in other income. Interest
dividends on securities classified as availablesfie are recorded in interest income.

In the second quarter of fiscal 2006, the Compasayed $1.0 billion of new 6.60% senior unsecurgdsihich will mature on April 1, 201
The Company will use the net proceeds of this oftpfor general corporate purposes and for theymeat of its outstanding $750 milli
principal amount of 7.25% Notes due October 1, 200& Company’s shoterm investment at April 1, 2006, includes $750lioml of
proceeds from the new issuance. These funds agemosit in an interest bearing account with a émistind will be used for the repaymer
the 7.25% Notes maturing October 1, 2006. The Compas applied SFAS No. 115 and has determinethtlestment is to be classified
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 Statement No. 143 (thterpretation). Statement of Financial Accountingrigards No. 14
“Accounting for Asset Retirement ObligationsSKAS No. 143), was issued in June 2001 and reqairesntity to recognize the fair value «
liability for an asset retirement obligation in theriod in which it is incurred if a reasonableraste of fair value can be made. SFAS No.
applies to legal obligations associated with thérement of a tangible lonived asset that resulted from the acquisition, staction
development and (or) the normal operation of allbref asset. The associated asset costs are cagitals part of the carrying amount of
long-lived asset. The Interpretation clarifies ttia term “conditional asset retirement obligati@s’used in SFAS No. 143, refers to a |
obligation to perform an asset retirement actiuityvhich the timing and (or) method of settlemer& eonditional on a future event that r
or may not be within the control of the entity. Timerpretation requires an entity to recognizéahility for the fair value of a condition
asset retirement obligation if the fair value oé tlability can be reasonably estimated. Uncenaattout the timing and (or) method
settlement of a conditional asset retirement olibbgashould be factored into the measurement oflitit@lity when sufficient informatio
exists. SFAS No. 143 acknowledges that in somescasdficient information may not be available éasonably estimate the fair value o
asset retirement obligation. The Interpretatioafiective for the end of fiscal years ending adecember 15, 2005. The Company is curre
in the process of evaluating any potential effadtshe Interpretation but does not believe its adopwill have a material impact on
consolidated financial statements.

RECLASSIFICATIONS

Certain reclassifications related to the clasdiiica of items on the consolidated condensed staitsnef operations have been mad
conform to current presentations. The effect of theassifications was not material to the Compargonsolidated condensed finan
statements.

NOTE 2: OTHER CHARGES

In February 2006, the Company announced its detisie@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 rbers. 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 taration benefits and $1 million in other plant ¢tasrelated liabilities. These amounts w
reflected in the Beef segment as a reduction toadipg income (loss) and included in the ConsoéidaCondensed Statements of Opera
in other charges. The Company is accounting foctbsing of these facilities in accordance witht&taent of Financial Accounting Stande
No. 144,“Accounting for the Impairment or Disposal of Lohgred Assets” SFAS No. 144) and Statement of Financial Accout
Standards No. 146, “Accounting for Costs Associatét Exit or Disposal Activities” $FAS No. 146). As of April 1, 2006, approximatelj
million in employee termination benefits and $1lioil of other plant closing related costs had beaid. No material adjustments to the t
accrual are anticipated at this time.

In January 2006, the Company announced its dectsi@tose two of its processed meats facilitieadntheast lowa. The Independence
Oelwein plants, which produced chopped ham an&dllancheon meats, closed in March 2006. Combittexse two facilities employ:
approximately 400 team members. Equipment fromettiasilities was removed and either sold or usedtlar Tyson locations, while t
plants and related property will be offered foresdh the second quarter of fiscal 2006, the Compacnorded charges of $12 million
estimated impairment charges and $2 million for leyge termination benefits. These amounts werectftl in the Prepared Foods segi
as a reduction to operating income and includetthénConsolidated Condensed Statements of Operationither charges. The Compan
accounting for the closing of these facilities tcardance with SFAS No. 144 and SFAS No. 146.of April 1, 2006, approximately !
million in employee termination benefits had beaidpNo material adjustments to the total accrualeaticipated at this time.




During fiscal 2002, the Company recorded $26 milladf 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 gdibsure 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 Betsefind 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 coBt the third quarter of fiscal 2005. As of Apti] 2006, $49 million in payments
former producers and $13 million of other relatedts have been paid. No other material adjustmertee total accrual are anticipated at
time.

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 pectidn of processed and marinated chicken. The Coma also improving the plarst’
roofing, flooring and refrigeration systems. Thepiovements were made at the former Choctaw MaithEdocation, which the Compa
acquired in fiscal 2003. The CompasyCleveland Street Forest, Mississippi, poultry rapen ceased operations in March 2006.
Company is currently in the process of transfertimg production and team members to the newly ulegrdacilities. The Cleveland Str
Forest operation employed approximately 900 teammipees. As a result of this decision, the Compampnaded total costs of $9 million 1
estimated impairment charges in fiscal 2005. Thowant was reflected in the Chicken segment as actauh of operating income a
included in the Consolidated Condensed Statement3perations in other charges. The Company is adooy for the closing of tt
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 ces
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 of operdtingme and included in the Consolidated Condendatei@ents of Operations in ot
charges. The Company is accounting for the closfritpe Bentonville operation in accordance with §FRo. 144 and SFAS No. 146. As
April 1, 2006, approximately $1 million of employgéermination benefits had been paid. No materigisichents to the total accrual
anticipated 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@dwokst beef. The plant ceased operations Febdy&§05, and production from t
facility was transferred to other locations. Aault 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 2006e Company reversed approximately $1 million reldteemployee termination benefits. Tk
amounts were reflected in the Prepared Foods sdgasea reduction of operating income and includedhie Consolidated Conden:
Statements of Operations in other charges. The @oynaccounted for the closing of the Portland ajmran accordance with SFAS No. 1
and SFAS No. 144. As of April 1, 2006, $1 milliof employee termination benefits had been paid. Naenml adjustments to the tc
accrual are anticipated at this time.

NOTE 3: FINANCIAL INSTRUMENTS

The Company purchases certain commaodities, sudrass, livestock and natural gas, in the courseafmal operations. As part of
Company’s commodity risk management activities,Gloenpany uses derivative financial instrumentsnprily futures
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and swaps, to reduce its exposure to various maigles related to these purchases. Generally, @ointerms of a financial instrum
qualifying as a hedge instrument closely mirrorsthof the hedged item, providing a high degreaséfneduction and correlation. Contre
that are designated and highly effective at meetiegisk reduction and correlation criteria areoreled using hedge accounting, as define
Statement of Financial Accounting Standards No., 188counting for Derivative Instruments and HedgiActivities” (SFAS No. 133), ¢
amended. If a derivative instrument is a hedgajadimed by SFAS No. 133, changes in the fair valtithe instrument will be either off:
against the change in fair value of the hedgedtaskabilities or firm commitments through earnéngr recognized in other comprehen
income (loss) until the hedged item is recognizedearnings. The ineffective portion of an instrutherchange in fair value will |
immediately recognized in earnings as a componfecust of sales.

The Company had derivative related balances ofr§lion and $117 million recorded in other currexsisets at April 1, 2006, and Octobe
2005, respectively, and $41 million and $125 millia other current liabilities at April 1, 2006,&@ctober 1, 2005, respectively.

Cash flow hedgesThe Company uses derivatives to moderate the fiabaod commodity market risks of its business apiens. Derivativ
products, such as futures and option contractscangidered to be a hedge against changes in toeramof future cash flows related
commodities procurement. The Company also entéesimerest rate swap agreements to adjust theoptiop of total longterm debt an
leveraged equipment loans subject to variable 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 ddtinterest 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 ordam the derivative instrument is reported as apmrant of other comprehensive incc
(loss) in shareholdergquity and recognized into earnings in the sammger periods during which the hedged transac#ffacts earning
(for grain commodity hedges when the chickens ttmtsumed the hedged grain are sold). The remairungulative gain or loss on t
derivative instrument in excess of the cumulatikiange in the present value of the future cash flofatke hedged item, if any, is recogni
in earnings during the period of change. Ineffamtiess recorded related to the Comparodsh flow hedges was not significant during
three and six months ended April 1, 2006, and Ahr2005.

Derivative products related to grain procurementhsas futures and option contracts that meet theria for SFAS No. 133 hed
accounting, are considered cash flow hedges, astihdge against changes in the amount of futuré 8asvs 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 beechased. The Company does not purchase deriyatieicts related to grain procurerr
in excess of its physical grain consumption requaets. The Compang’grain procurement hedging activities are fordhan commaodit
purchase price only and do not hedge other compgsrargrain cost such as basis differential an@yfitecosts. The after tax gains, ne
losses, recorded in other comprehensive income)(lasApril 1, 2006, related to cash flow hedgesren$2 million. These gains will
recognized within the next 12 months. The Compaanegally does not hedge cash flows related to cadities beyond 12 months. Of th
gains, the portion resulting from the Company’srop®ark-to-market SFAS No. 133 hedge positions vedsignificant as of April 1, 2006.

Fair value hedges:The Company designates certain futures contractaimsalue hedges of firm commitments to purchamseket hogs fc
slaughter and natural gas for the operation gblasts. From time to time, the Company also entémsforeign currency forward contracts
hedge changes in fair value of receivables andhase& commitments arising from changes in the exghaates of foreign currenci
however, the Company has not entered into any rehtemtracts during the three and six months erfgad 1, 2006, and April 2, 2005. T
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 lattable to the hedged risk (including gains or éssen firm commitments), are recorde:
current period earnings. Ineffectiveness resultsmtihe change in the fair value of the hedge instnt differs from the change in fair va
of the hedged item. Ineffectiveness recorded rélédethe Company fair value hedges was not significant duringttivee and six montl
ended April 1, 2006, and April 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 thengand losses resulting from
Companys derivatives tied to its forward fixed price satédoxed beef, as this activity does not qualdy FAS No. 133 hedge accounti
As a result, the Company recorded net gains ofcyqipiately $28 million in the second quarter of 62006. These gains are included in
Consolidated Condensed Statements of Operatiorsirof sales.

Undesignated positionsThe Company holds positions as part of its risk ag@ment activities, primarily certain grain, livest and naturi
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 invengoe 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 ®ftide 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 positioha@ges in market value of the open livestock figyresitions 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# In connection with these livestock futures,@lompany recorded net losses of $21 mi
and $26 million for the three and six months enéedl 1, 2006, respectively, which included an wdieed pretax loss on open mark-to-
market futures positions of approximately $15 raillias of April 1, 2006. Included in the net loskeghe three and six months ended Apr
2006, are net gains of $28 million related to tamoval of certain fair value designations discussmale. For the three and six months e|
April 2, 2005, the Company recorded net gains ofrfiiilon and net losses of $3 million, respectivalglated to livestock futures positions.

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 ¢dat®)r and manufacturing and production overhedtdch are related to the purchase
production of inventories. Live chicken consistsbobilers and breeders. Breeders are stated aflesstamortization. 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 wf production. Total inventory consists of fledowing (in millions):

April 1, October 1
2006 2005
Processed products $ 1,227 $ 1,21(
Livestock 564 537
Supplies and other 327 31t
Total inventory $ 2,118 $ 2,062
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NOTE 5: PROPERTY, PLANT AND EQUIPMENT

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

Land
Buildings and leasehold improveme
Machinery and equipme

Land improvements and oth
Buildings and equipment under construction

Less accumulated depreciation
Net property, plant and equipme

NOTE 6: OTHER CURRENT LIABILITIES

Other current liabilities are as follows (in miltis):

Accrued salaries, wages and benefits
Selfinsurance reserve

Income taxes payab
Other

Total other current liabilities

11

April 1, October 1
2006 2005
$ 11z $ 113
2,35¢ 2,33¢
4,10t 4,01t
19¢€ 19t
491 407
7,26( 7,06¢
3,21( 3,062
$ 4,05( $ 4,007
April 1, October 1
2006 2005
$ 287 $ 26¢
242 252
10t 18<
342 36€
$ 97¢ $ 1,07(C




NOTE 7: LONG-TERM DEBT

The major components of long-term debt are asvaltin millions):

April 1, October 1

Maturity 2006 2005
Commercial Pape Various $ 88 $ -
(5.06% effective rate at 4/1/0
Revolving Credit Facility 201 - -
Senior note:
(rates ranging from 6.13% to 8.25' 200¢-202¢ 3,43¢ 2,52¢
Term Loan (5.12% effective rate at 4/1/06 and
4.44% effective rate at 10/1/0 200¢ 34t 34t
Accounts Receivable Securitizati 2006, 200 - -
Institutional note:
(10.84% effective rate at 4/1/06 and 10/1/ 200¢ 10 10
Leveraged equipment loa
(rates ranging from 4.67% to 5.99' 200¢-200¢ 48 64
Other Various 59 47
Total debt 3,98¢ 2,99t
Less current debt 802 12¢€
Total long-term debt $ 3,18: $ 2,86¢

In the second quarter of fiscal 2006, the Compasyed $1.0 billion of new senior unsecured noteishwvill mature on April 1, 2016. Tl
notes carry a 6.60% interest rate, with interegtments due sermannually on April 1 and October 1. The Company wilk the net procee
of this offering for generatorporate purposes and for the repayment of itstandtling $750 million principal amount of 7.25% sktdu
October 1, 2006. The Company’s shiatm investment at April 1, 2006, includes $750lionl of proceeds from the new issuance. T
funds are on deposit in an interest bearing accwithta trustee and will be used for the repaynudrthe 7.25% Notes maturing Octobe
2006.

The revolving credit facility, senior notes, teroah and accounts receivable securitization conaiious covenants, the more restrictiv
which contain a maximum allowed leverage ratio andinimum required interest coverage ratio. The @amy was in compliance with all
such covenants at April 1, 2006. The Company sstalys renegotiated less restrictive debt covenanthe third quarter of fiscal 2006.

The Company has an unsecured revolving creditiiatdtaling $1.0 billion that supports the Comp&gommercial paper program, letter
credit and other shoterm funding needs. The facility expires in Septem®010. At April 1, 2006, the Company had deb&88 million
outstanding related to its commercial paper prognatiile there were no amounts outstanding at Oct@éb2005. Additionally, at April :
2006, the Company had outstanding letters of ctetting approximately $149 million issued printain support of workerstcompensatio
insurance programs and derivative activities. Tiveeee no draw downs under these letters of credipail 1, 2006. At April 1, 2006, ar
October 1, 2005, there were no amounts drawn utigerevolving credit facility; however, the outstlimg letters of credit and outstand
borrowings related to its commercial paper prograduce the amount available under the revolvinditfacility.

At April 1, 2006, the Company had a receivableschase agreement with three parchasers to sell up to $750 million of trade reaigles
that consisted of $375 million expiring in Augu$tdB and $375 million expiring in August 2008. Thengpany
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currently plans to seek an extension of this ageserfor an additional year. The receivables purelageement has been accounted for
borrowing and has an interest rate based on conmhgraper issued by the gmrchasers. Under this agreement, substantiallpfaihe
Company’s accounts receivable are sold to a spgeigbose entity, Tyson Receivables Corporation (J;R€hich is a whollyewnec
consolidated subsidiary of the Company. TRC hasvits separate creditors that are entitled to hefsat out of all of the assets of TRC pi
to any value becoming available to the CompanyR&'S equity holder. At April 1, 2006, and October @03, there were no amounts dr:
under the receivables 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
April 1, 2006, was $84 million. The Company alsoimins operating leases for various types of egeigt, some 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 $26 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 paysenter these guarantees is not considered toobalge. At April 1, 2006, and Octobe!
2005, no liabilities for guarantees were recorded.

The Company has fully and unconditionally guaracht&889 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 July 17, 2006. No trial dateleen 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 Compand plaintiffs seek reimbursement for an undptiamount of unpaid wagt
liquidated damages, attorney fees and costs. To
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date, approximately 5,100 consents have been iiigd the District Court. Plaintiff's motion for calitional collective treatment and court-
supervised notice to additional putative class mamlivas denied on February 27, 2004. The plaintiffded their motion for condition
collective treatment and couwstipervised notice to additional putative class menqlon April 2, 2004. Discovery is in process. Nal tdate
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 FLf8Aallegedly 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 seek to represent themselves and alilaily situated current and former employees of fbaltry processing plant in New Hollal
Pennsylvania, and plaintiffs seek reimbursemenafounspecified amount of unpaid wages, liquidd@tages, attorney fees and costs. 1
are approximately 560 additional current or forramployees who have filed consents to join the ld#w3e District Court, on January .
2001, ordered that notice of the lawsuit be issioedll potential plaintiffs at the New Holland fates. On July 17, 2002, the District Ca
granted the plaintiffs’ motion to certify the stédev claims. On September 23, 2002, the Third Gir@ourt of Appeals agreed to hear
Company's petition to review the District Courtciion to certify the state law claims. On Septen#) 2003, the Court of Appeals revel
the District Courts certification of a class under the Pennsylvanag@/Payment & Collection Law, ruling those claimsild not be pursus
in federal court. The Court of Appeals further dulhe Company must reissue notice of its potefiigBA claims to approximately 2,1
employees who did not previously receive noticee Tourt of Appeals remanded the matter to the iBisBourt to proceed accordingly
September 30, 2003, and notice was reissued. Ttiegare conducting pre-trial discovery and thed ts now set for June 5, 2006.

On November 5, 200MMaria Chavez, et al. v. IBP, Lasso Acquisition Qogiion and Tyson Foods, Inc. (Chavezs filed in the U.¢
District Court for the Eastern District of Washiogtby employees of TFM’'Pasco, Washington beef slaughter, processinbided facilities
again alleging violations of the FLSA, 29 U.S.Cctians 201 219, as well as violations of the Washington Skditemum Wage Act, RCV
chapter 49.46, Industrial Welfare Act, RCW chaptérl2, and the Wage Deductions-Contributitebates Act, RCW chapter 49.52.
Chavezawsuit similarly alleges TFM and/or the Companguieed employees to perform unpaid work relatethtodonning and doffing
certain personal protective clothing and equipmieath prior to and after their shifts, as well asing meal periods. Plaintiffs further alle
the holdings inAlvarez support a claim of collateral estoppel and/or rgfigata as to many of the issues raised in thigatibpn. Chave
initially was pursued as an opt-in, collective aotiunder 29 U.S.C. 216(b), but the District Couranged Plaintiffs motion seekir
certification of a class of omut, state law plaintiffs under Federal Rule ofiCRrocedure 23 and notice was sent to potentiedaw clain
class members. The stdéav class contains approximately 3,900 class mesplieciuding approximately 1,200 on the federairolalhe tria
was held from September 7, 2004, through Octob20@4. The District Court issued its proposed fiiggi of fact and conclusions of law
December 8, 2004. The parties provided the Dis€@iatirt with their objections to the proposed firghirof fact and conclusions of law ¢
submitted trial briefs on damages. The District @teard oral arguments based upon the padpjections and damages briefings Marct
2005. The District Court then filed its final findjs of facts and conclusions of law on the liapitihase of the trial on May 18, 2005 antc
the damages on June 28, 2005 and July 14, 2005ufpr20, 2005, judgment was entered for $11.4 amlliexclusive of costs and attor
fees. Attorneys for th€havezplaintiffs have indicated to the Company their imiten to file a follow-on suit taChavezfor different potentie
claimants alleging similar violations to those e@isn Chavez A hearing on the award of attorneyfees was held on October 31, 2005
November 28, 2005, the District Court awarded theraeys for theChavezplaintiffs approximately $1.9 million in fees andpenses. C
December 12, 2005, the District Court awarded &atuit costs of $19,651. On December 8, 2005, thag@my filed a notice of appeal w
the Ninth Circuit Court of Appeals. Settlement @meihces were held before a Ninth Circuit mediatifiiter and the briefing deadlines hi
been extended while the parties attempt to resblvease.

On November 21, 2002, a lawsuit entitEchily D. Jordan, et al. v. IBP, inc. and Tyson Fsplthc., 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&BHeready facility in Goodlettsville
Tennessee, filed a complaint on behalf of themsearal other unspecified, allegedly "similarly siagh 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 pattc, the suit alleges employees should be paidhertime it takes to collect, assen
and put on, take off and wash their health, sadety production
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gear at the beginning and end of their shifts amihd their meal period. The suit also alleges@oenpany deducts 30 minutes per day 1
employees' paychecks regardless of whether emoyetain a full 3Gninute period for their meal. Plaintiffs are seekan declaration th
the defendants did not comply with the FLSA, andaavard for an unspecified amount of back pay corsgéon and benefits, unpi
entitlements, liquidated damages, prejudgment astjpdgment interest, attorney fees and costs. Onalgritb, 2003, the Company filed
answer to the complaint denying any liability. Gmuary 14, 2003, the named plaintiffs filed a mofior expedited coursupervised notice
prospective class members. The motion sought taditonally certify a class of similarly situated phoyees at all of TFM's nownior
facilities that were not previously made the subjeit FLSA litigation. Plaintiffs then withdrew a gaest for conditional certification
similarly situated employees at all of TFM’s noniamfacilities and rather sought to include all rxtempt employees who have worke
the Goodlettsville facility since its opening. Qimé& 9, 2003, the Company filed a Motion for Summhrggment seeking the applicability
the injunction entered by the U.S. District Couwt the District of Kansas and affirmed by the UC®urt of Appeals for the Tenth Circ
(Metzler v. IBP, inc. 127 F. 8 959, 10t Cir. 1997), which the Company contends has a preclusive teffet¢o plaintiffs’claims based c
pre- and posshift activities. The plaintiffs conducted discoydimited to that issue and responded to said Mobo June 18, 2004. T
Company filed its reply on July 2, 2004. On Octob&r 2004, the District Court denied the Companyiotion for summary judgment.
November 17, 2003, the District Court conditionaibrtified a collective action composed of simifasituated current and former employ
at the Goodlettsville facility based upon clothésimging and washing activities and unpaid prodactiork during meal periods, since
plant operations began in April 2001. Class Notitespproximately 4,500 prospective class membeanewnailed on January 21, 2C
Approximately 525 current and former employees dpt¢o the class. A second, dptclass notice was mailed to 1,996 current anché&
team members who were hired after December 16,.2Z0@3deadline for receipt of opt-notices was April 18, 2006. In late March, Ptdfa
reported a total of 48 additional persons who opteadl the class. Discovery will conclude on DecemBg, 2006, after which the Distr
Court will hold a status conference to discussted for dispositive motions and trial.

General Matters: In July 1996, certain cattle producers filddnry Lee Pickett, et al. v. IBPinc. in the U.S. District Court, Middle Distri
of Alabama, seeking certification of a class of @dttle producers. The complaint alleged TFM udedrarket power and alleged "cap
supply" agreements to reduce the prices paid by TfVpurchases of cattle in the cash market in eflegolation of the Packers ¢
Stockyards Act (PSA). Plaintiffs sought injunctimad declaratory relief, as well as actual and fuenidamages. Plaintiffs submitted
amended expert report on November 19, 2003, shoallaged damages on all cash market purchases klyofpproximately $2.1 billion
Trial of this matter began on January 12, 2004, @rtluded on February 10, 2004. On February 1@428 jury returned a verdict agal
TFM on liability and gave an “advisoryerdict on damages that estimated the impact onabk market (i.e., a group larger than the cla
be $1.28 billion. On February 25, 2004, TFM filedesnewed motion requesting the District Court tteem judgment as a matter of |
(JMOL) for TFM. On March 1, 2004, the plaintiffddd motions asking the District Court to enter $1e28 billion advisory verdict as
award of damages to the plaintiffs and requestimegudgment interest. On March 22, 2004, the Disiourt denied the plaintiff motions fa
entry of a damages award. On April 23, 2004, thstrisi Court granted TFM' JMOL motion, and held (i) TFM had legitimate mes:
reasons for using “captive supplies,” (ii) thereswao evidence before the Court to suggest thatMEF conduct is illegal,”and (iii)
“plaintiffs failed to present evidence at trialgastain their burden with respect to liability adeimages.The plaintiffs appealed the Distr
Court’s entry of judgment in favor of TFM to the ¥1Circuit Court of Appeals, and the Circuit Courttied an opinion on August 16, 2(
affirming the District Court’s judgment. The plaiffs requested an en banc hearing in front of thiére 11™ Circuit Court of Appeals, at
this request was denied. On January 4, 2006, thetiffs filed a petition with the United States@eme Court seeking an appeal to
Supreme Court which was denied on March 27, 2006.

NOTE 9: STOCK-BASED COMPENSATION

In December 2004, the FASB issued SFAS No. 123Re pitonouncement requires companies to measure emagjinize compensati
expense for all share-based payments to employebsding grants of employee stock options, retgdcstock and performanbased share
in the financial statements based on the fair valuihe date of the grant. In the first quartefiedal 2006, the Company adopted SFAS
123R using the modified prospective method. Unter modified prospective method, compensation cdstbe recognized for all share-
based payments granted after the adoption of SFAS.RBR and for all
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awards granted to employees prior to the adoptiate @f SFAS No. 123R that remain unvested on treptagh date. Accordingly, r
restatements were made to prior periods.

Prior to the adoption of SFAS No. 123R, the Compapplied Accounting Principles Board Opinion No, 2&ccounting for Stock Issued
Employees”in accounting for its employee stock compensatiamg Accordingly, no compensation expense wasgrazed 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 stockrecorded the fair value of such awards as ef@rompensation amortized over
vesting period. Had compensation expense for thel®@me stock compensation plans been determineedbas the fair value method
accounting for the Company’s stock 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 Six Months Ende
April 2, 2005 April 2, 2005

Net income as reporte $ 76 $ 124
Stocl-based employee compensation expe

included in net income, net of ti 4 7
Total stocl-based employee compensat

expense determined under fair va

based method for all awards, net of () (11)
Pro forma net income 73 12C
Earnings per shal -
As reportec

Class A Basic $ 0.2t $ 0.37
Class B Basi 0.2C 0.3¢

Diluted 0.21 0.3t
Pro forma

Class A Basic $ 0.2z $ 0.3¢
Class B Basi 0.2C 0.3z

Diluted 0.21 0.3¢

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 Ingerfilan was 11,551,888 at April 1, 2006.

Stock Options
Shareholders approved the Tyson Foods, Inc. 208¢kShcentive Plan (Incentive Plan) in January 200He Incentive Plan is administe

by the Compensation Committee of the Board of Dinec The Incentive Plan includes provisions faarging incentive stock options -
shares of Class A stock at a price not less tharfatin market value at the date of grant. NongigaliStock options may be granted at a |
equal to, less than or more than the fair markktevaf Class A stock on the date the option is gr@n Stock options under the Incentive |
generally become exercisable ratably over twoue fiears from the date of grant and must be exataisthin 10 years from the date of gr.
The Company'’s policy is to recognize compensatikpease on a straight line basis over the requssiteice period for the entire award.
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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 (1,135,64) 11.1C
Cancelec (560,40 14.71
Granted 3,695,72i 16.3¢
Outstanding, April 1, 2006 19,342,97 13.62 6.4 $37
Exercisable, April 1, 2006 9,296,22; $ 12.47 4.3 $2¢

The weighted-average grad#te fair value of options granted during the fgsarter of fiscal year 2006 was $6.86. No optimese grante
during the second quarter of fiscal 2006. TheValue of each option grant is established on the dagrant using the Black-Scholes option-
pricing model for grants awarded prior to OctobePQ05, and a binomial lattice method for grantammed subsequent to October 1, 2
The change to the binomial lattice method was ntadeetter reflect the exercise behavior of top nganaent. The Company uses histol
volatility for a period of time that is comparahitethe expected life of the option to determineatitity assumptions. Risk free interest r:
are based on the five year Treasury bond rate. Médgaverage assumptions as of April 1, 2006, irstite fair value calculation are outlir

in the following table.

April 1, 2006

Weighted average expected lives for options vaiuitil

Black-Scholes 6.0 year
Weighted average ri-free interest rat 3.64%
Range of ris-free interest rate 2.6-4.8%
Weighted average expected volatil 37.02¥%
Range of expected volatilii 35.2-40.1%
Expected dividend yiel 1.22%

The Company recognized stobksed compensation expense related to stock optiehsf income taxes, of $2 million and $4 millidaring
the three months and six months ended April 1, 268pectively. This included a tax benefit of $#lion and $3 million for the three and
months ended April 1, 2006, respectively. The failue of options vested was $3 million and $5 wmiilfor the three and six months en
April 1, 2006, respectively.

The Company received cash from the exercise oksiptions of $3 million and $14 million for the &e and six months ended April 1, 2(
respectively. The related tax benefit realized fistock options exercised during the three and sinthrs ended April 1, 2006, was $1 mill
and $3 million, respectively. The total intrinsialve of options exercised in the three months axdnenths ended April 1, 2006 was
million and $5 million, respectively. Prior to tlaeloption of SFAS No. 123R, the Company classiffedltax benefits of deductions resul
from the exercise of stock options as cash flowsnfloperating activities in the Consolidated ConddnStatements of Cash Flows. St
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 Companyrditl realize any excess tax deductions during theetand six months ending April
2006. As of April 1, 2006, the Company had $45 imillof total unrecognized compensation cost relatestock option plans that will

recognized over a weighted average period of 2arsye
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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
The unearned portion of the restricted stock issifeed on the Consolidated Condensed Balance Shéttin shareholder€quity. Unearne
compensation is amortized over the vesting pemodhfe particular grant using a straight-line metho

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, 20! 9,126,65¢ $ 12.4z2
Granted 490,57 16.82
Dividends 50,391 14.62
Vested (204,81 12.2¢
Forfeited (157,80¢) 13.4¢
Nonvested, April 1, 200 9,305,00¢ $ 12.64 1.8 $12¢

As of April 1, 2006, the Company had $49 million tofal unrecognized compensation cost related $triceed stock awards that will
recognized over a weighted-average period of 1€#irsy

The Company recognized stobksed compensation expense related to restriate, stet of income taxes, of $3 million and $7 il for
the three and six months ended April 1, 2006, retspy. The related tax benefit for the three andmonths ended April 1, 2006, was
million and $4 million, respectively.

NOTE 10: DEFERRED COMPENSATION

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 Company®004, 2005 and 2006 fiscal years having an |
maximum aggregate value of $4 million on the ddteach award. In August 2005 and September 20@4 Chmpensation 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 theaesyand the vesting of the 2006 award is overamebonehalf 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 tleénatent of Company goals each quarter during thgting Period to determine 1
appropriate adjustment to the deferred compenséhébility for the anticipated vesting of the shewr@he attainment of Company goals ca
finally determined only at the end of the VestirgyiBd. If the shares vest, the ultimate cost toGbenpany will be equal to the Class A st
price on the date the shares vest times the nuoflsrares awarded for all performance grants witlerothan market criteria. For grants v
market performance criteria, the ultimate cost Wwdlthe fair value of the probable shares to vegandless if the shares actually vest. Ir
first quarter of fiscal 2006, the Company begarpanting for performanceased shares in accordance with SFAS No. 123RI| &xpeense
recorded under SFAS No. 123R related to performéiased shares were not significant in the threesanthonths ended April 1, 2006.
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NOTE 11: PENSIONS AND OTHER POSTRETIREMENT BENEFITS

Components of net periodic benefit cost for thespmm and other postretirement benefit plans thatewecognized in the Consolida
Condensed Statements of Operations were as fo(iowsillions):

Pension Benefit Other Postretirement Benef
Three Months Ende Three Months Ende
April 1, April 2, April 1, April 2,
2006 2005 2006 2005
Service cost $ 1 $ 1 $ - % -
Interest cos 1 2 1 1
Amortization of prior service co: - 1 @ (1)
Expected return on plan assets (1) 2) - -
Net periodic benefit cot $ 1 $ 2 3 - % -
Pension Benefit Other Postretirement Benef
Six Months Ende Six Months Ende
April 1, April 2, April 1, April 2,
2006 2005 2006 2005
Service cost $ 3 % 3 % - % -
Interest cos 3 3 2 2
Amortization of prior service co: - 1 (D] (1)
Expected return on plan assets 3) (3) - -
Net periodic benefit co: $ 3 $ 4 $ 1 $ 1

NOTE 12: INCOME TAXES

The effective tax rate for the three and six morghéiscal 2006 was 36.2% and 36.8%, respectivatycompared to 36.6% for the s:
periods of fiscal 2005. For the second quarterisufal 2006, the Company changed the way it estinigeeffective tax rate. Previously,
annual effective tax rate was estimated and thatwas used to compute the income tax expensadayuarter and year to date activity. S
an annual effective tax rate could not be reliadtimated in the second quarter, due to expectathai pretax earnings for the full year,
second quarter and year to date tax benefit wapotad using the actual year to date effective & rThe income tax benefit for the sec
quarter of fiscal 2006 was increased by such itamghe estimated Extraterritorial Income Exclus{&iil) benefit and general busin
credits, and was reduced by certain nondeductitperse items. On October 11, 2004, the Senate gp#tsseAmerican Jobs Creation Act
2004, which was signed into law by the PresidenOatober 22, 2004. This new law provides for theesd of the ETI deduction and -
replacement with a domestic production deductidre phase out of the ETI deduction for fiscal 2006 allow the Company to take 80%
the prior law allowable deduction for transacti@esurring in the first quarter of fiscal 2006 ar@P/® of the prior allowable law deduction
transactions in the remainder of the year. In @&liithe Company production income qualifies for the domestic piitbn deduction whic
was applicable to the Company beginning with thet fjuarter of fiscal 2006. This provision will paased in from fiscal 2006 through fis
2011 and provides for a deduction of between 3% @dof qualifying domestic production income ovkatt period. For fiscal 2006 t
deduction will be 3% of qualified income. Howevdge to income limitations of the provision no benfbm the production deduction
included in the year-to-date effective rate.
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NOTE 13: 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 Six Months Ende
April 1, April 2, April 1, April 2,
2006 2005 2006 2005
Numerator:
Net income (loss $ 12n  $ 76 $ 88 % 124
Less Dividends
Class A ($0.040/share/quart: 10 10 20 20
Class B ($0.036/share/quarter) 3 3 7 7
Undistributed earnings (losses) $ (140 $ 63 $ (115) $ 97
Class A undistributed earnings (loss (1093 46 (85) 71
Class B undistributed earnings (losses) (37) 17 (30) 26
Total undistributed earnings (losses) $ (140 $ 63 $ (115) $ 97

Denominator

Denominator for basic earnings (loss) per sh

Class A weighted average sha 247 242 24E 242
Class B weighted average shares,

shares under-converted method fc

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

Denominator for diluted earnings
share- adjusted weighted avera

shares and assumed conversions 34¢€ 357 34E 357
Class A Basic earnings (loss) per share $ (0.39) $ 0.27 $  (0.26 $ 0.37
Class B Basic earnings (loss) per share $ (0.34) $ 0.2C $  (0.29 $ 0.3
Diluted earnings (loss) per share $ (0.37) $ 0.21 $ (0.26 $ 0.3¢

The Company uses the two-class method, as defmé&tnierging 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 i
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 19 million and 20 million of the Compy’s option shares were antidilutive for the three simdnonths ended April 1, 20(
respectively, and two million were antidilutive footh the three and six months ended April 2, 200f&se shares were not included in
dilutive earnings per share calculation.

NOTE 14: COMPREHENSIVE INCOME (LOSS)

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

Three Months Ende Six Months Ende:
April 1, April 2, April 1, April 2,
2006 2005 2006 2005

Net income (loss $ 127 $ 7% 3 88 $ 124
Other comprehensive income (loss), net of
Currency translation adjustme Q) (©)] (©)] 7
Pension unrealized lo: - (5) - (5)
Investments unrealized lo - QD - Q)
Derivative gain (loss Q) 1 3 1
Derivative loss reclassified to income statement 3 7 5 23
Total comprehensive income (loss) $ (126 $ 75 $ (83 $ 14¢

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

Three Months Ende Six Months Ende
April 1, April 2, April 1, April 2,
2006 2005 2006 2005
Income tax benefit (expenst
Pension unrealized lo: $ - $ 2 $ - $ 2
Derivative gain (loss - @ 2 Q)
Derivative loss reclassified to income statement ) (4) (3) (14)
Total income tax benefit (expense) $ 2 $ B $ G $ (13

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 value-added chickexdyts.The Chickel
segment markets its products domestically to fostdilers, 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. The Chicken segment alsaithe$ sales from allied products and the Comparytken breeding stock subsidiary.

Beef segmenis involved primarily in the processing of live fedttle and fabrication of dressed beef carcasgesprimal and sulprimal
meat cuts and cageady products. It also involves deriving valuenfrallied products such as hides and variety meatsdle to furthe
processors and others. The Beef segment markegisoitisicts domestically to food retailers, foodseewilistributors, restaurant operators
noncommercial foodservice establishments suchlazots; hotel chains, healthcare facilities, thetary
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and other food processors, as well as to intemakimarkets throughout the world. Allied producte also marketed to manufacturer:
pharmaceuticals 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 produttspharmaceutical and technical products manufacty as well as live swine to p
processors.

Prepared Foods segmenincludes the Company's operations that manufacnocemarket frozen and refrigerated food productsdit:
include pepperoni, beef and pork pizza toppingazaicrusts, flour and corn tortilla products, apgees, prepared meals, ethnic foods, sc
sauces, side dishes, meat dishes and processed. mbat Prepared Foods segment markets its 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 small misoelous adjustments.

Information on segments and a reconciliation t@me (loss) before taxes on income are as followsn(lions):

Three Months Ende Six Months Ende:
April 1, April 2, April 1, April 2,
2006 2005 2006 2005

Sales:
Chicken $ 2,01( $ 2,05¢ $ 4,04¢ $ 4,12z
Beef 2,85¢ 2,772 5,772 5,56¢
Pork 72¢ 82¢ 1,521 1,67:
Prepared Fooc 641 69C 1,33¢ 1,42:
Other 17 11 32 24
Total Sales $ 6,251 $ 6,35¢ $  12,70¢ $ 12,81
Operating Income (Loss
Chicken $ 9 $ 143 $ 132 $ 247
Beef (18¢) (a) (19 (252) (a) (35 (c)
Pork 9 19 20 34 (d)
Prepared Fooc 9 (b) 20 33 (b) 32 (e)
Other 19 12 35 23
Total Operating Income (Loss) (142) 17t (32 301
Other Expens 58 55 10¢€ 105 (f)
Income (Loss) before Income Taxes $—(20c) m $— £14c) m
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Includes $45 million of pretax charges relatedi® ¢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 $10 million of pretax gains related ta@wiin antitrust litigation

Includes $2 million of pretax gains related to mfa antitrust litigation

Includes $4 million of pretax charges primarilyateld to the closing of the Portland, Maine, fagil

Includes $8 million of pretax gains related to siade of the Compal's remaining interest in Specialty Brands, |

"0 ooOTY

The Beef segment had sales of $23 million and $illiomin the second quarter of fiscal years 200@ 2005, respectively, and sales of
million and $36 million in the six months of fiscgéars 2006 and 2005, respectively, from transastigith other operating segments of
Company. The Pork segment had sales of $108 méli@h$132 million in the second quarter of fisoadgs 2006 and 2005, respectively,
sales of $232 million and $277 million in the sionths of fiscal years 2006 and 2005, respectiieym transactions with other operat
segments of the Company. The aforementioned sedes ihtersegment transactions, which were at mapkiees, were excluded from 1
segment sales in the above table.

NOTE 16: CAPITAL STRUCTURE

On February 6, 2006, Don Tyson, a director of tken@any, converted 750,000 shares of Class B Con8tark to Class A Common Stc
(on a one for one basis).

On February 17, 2006, Tyson Limited Partnershipvetted 2,000,000 shares of Class B Common Sto€itass A Common Stock (on a ¢
for one basis).

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, Ipeek, prepared foods and rela
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 Compasydroducts, 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 ofdatie and hogs, raw materials and grain and tipgrefficiencies c
the Company’s facilities.

Net loss for the second quarter of fiscal 2006 §d<27) million, or $(0.37) per diluted share, comgghto earnings of $76 million, or $0
per diluted share, for the second quarter of fi2€&l5. Pretax loss for the second quarter of fi208b included $45 million of costs relates
beef plant closings and $14 million related to prep foods plant closings. Pretax earnings forsgeond quarter of fiscal 2005 includec
million related to poultry and prepared foods plelosings.

Net loss for the six months of fiscal 2006 was $@dlion, or $(0.26) per diluted share, comparedtarnings of $124 million, or $0.35 |
diluted share, for the six months of fiscal 200&t&x loss for the six months of fiscal 2006 indddb45 million of costs related to beef p
closings and $14 million related to prepared foptnt closings. Pretax earnings for the six morghdiscal 2005 included $12 millic
received in connection with vitamin antitrust latgpn, a gain of $8 million from the sale of ther@many's remaining interest in Specie
Brands, Inc. and $5 million of costs related tolfiguand prepared foods plant closings.

Operations for the second quarter and six montHsaodl 2006 were negatively impacted by an ovepsupf all proteins, which resulted
decreased average sales prices. The Beef segnféeredufrom low capacity utilization and declinirmpxed beef prices. The differer
between high live cattle prices and lower salesgsrivas further negatively impacted by interrupsion
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export markets. Those factors combined to prodigigficant losses in the Beef segment. In the Gaiickegment, unprecedented leg qu
inventories delayed the recovery of export pricamgl also put pressure on an overabundant, donvasitie meat market, which contributec
historically low breast meat prices. Additionallyperating income was negatively impacted by higimegrgy costs in each of the pro
segments.

The Company tests goodwill for impairment by repaytunit on an annual basis during the fourth ceragtich fiscal year. During the sec
quarter of fiscal 2006, in accordance with StatenoériFrinancial Accounting Standard No. 142, “Goodhand Other Intangible Assetsthie
Company reviewed goodwill for impairment relatedtsoBeef reporting unit. The review resulted frime significant adverse changes in
business climate of the Company’s Beef segmentiwtasulted in beef operating losses for the segoagter and six months of fiscal 2006.

The Company forecasted cash flows to estimate direvilue of the Beef segment reporting unit basadreasonable and support:
assumptions. The forecast reflects improved redubts current Beef reporting unit levels, which ukted in the fair value of the Be
reporting unit exceeding the carrying value. Therefthe goodwill of the Beef reporting unit wag impaired.

The improved forecasted results are mainly dudeoekpectations that beef export restrictions abthte, cattle supplies will increase anc
overabundance of chicken and pork in the markegplett lessen.

Outlook

The Company anticipates the challenging conditfongts Chicken, Beef and Pork segments to continube coming months, primarily d
to the low price environment in domestic and in&ional markets and the overabundance of chickdrpark in the marketplace. Howe\
some margin improvement is expected in the thiidl fanrth quarters of fiscal 2006, due to increasealsonal demand, pricing improvem
and cattle supply increases. The Company estintatfiscal 2006 diluted earnings per share to biaérange of $(0.25) to $0.10.

Due to the Company’s reduced néamm financial forecast, it is possible one or boththe debt rating agencies may downgrade
Company’s bond rating. Standard & Poor’s currenélies our long-term debt “BBB” with a negative look. Moody’s Investors Servit
currently ranks our senior unsecured debt “Baa®ich is under review for a possible downgrade. Phetax impact to earnings o
downgrade below investment grade would be $5 miltm$11 million annually.

Second Quarter of Fiscal 2006 vs. Second Quarter Bfscal 2005

Sales decreased $108 million compared to the sariedplast year, with a 6.5% decrease in averatgs gaice and a 5.1% increase
volume. The oversupply of proteins led to the daseein average sales prices in all segments. Ghasdgment sales were negatively impa
by decreases in market prices due primarily toahersupply of leg quarters. The decrease in thé& Begment average sales prices \
primarily driven by a decrease in average live pages. The decrease in the Prepared Foods se@wergdge sales prices were primé
driven by a decrease in raw material prices. Adddlly, second quarter fiscal 2006 sales were negatimpacted by net losses of §
million, as compared to net gains of $10 milliocarled in the same period last year, related to opark-tomarket futures positions frc
the Company’s commodity risk management activitidated to its fixed forward boxed beef and poiksa

Cost of sales increased $153 million. As a peroéstles, cost of sales increased from 93.5% t6997The 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 $44 million as compaecethe same period last year. Tt
increases were partially offset by net gains of 88lion recorded in the second quarter of fiscad&, related to its forward futures contri
for live cattle and hog purchases. The cost ofssalereases were partially offset in the Prepamatls segment by lower raw material costs.

Selling, general and administrative expenses dseced1 million or 0.4%. As a percent of salesjragligeneral and administrative expel
increased slightly from 3.7% to 3.8%. The decreeas primarily due to a decrease in corporate
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advertising expenses primarily related to the Camjza‘Powered by Tysontampaign and prior year charitable contributiorsstiplly offse
by an increase in information system services costs

Other charges increased by $57 million. Duringdeeond quarter of fiscal 2006, the Company recoi&dmillion in charges related to
closings of its Norfolk, Nebraska beef processitanpand West Point, Nebraska beef slaughteringtpbes well as $14 million in charg
related to the closings of its Independence, loné @elwein, lowa processed meats plants. In Fepr2@@6, the Company announcec
decision to close its Norfolk beef processing plantl its West Point beef slaughtering plant. Prédncfrom these facilities was shift
primarily to the Companyg beef complex in Dakota City, Nebraska. In Jan2&@6, the Company announced its decision to dleseof its
processed meats facilities in northeast lowa. Tiependence and Oelwein plants produced choppedahdnsliced luncheon meats. -
second quarter of fiscal 2005 included $2 millioncharges related to the closings of its Noel, Blissrendering facility and its Portlar
Maine processing facility.

Other income and expense declined by $3 milliore @écline is primarily due to foreign exchange fags activity related to the Company’
Canadian operations.

The effective tax rate for the second quarter safdi 2006 was 36.2%, compared to 36.6% in the skgoarter of fiscal 2005. The income
benefit for the second quarter of fiscal 2006 wasaased by such items as the estimated Extrat@titncome 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 replacemerih widomestic production deduction. The phase othe@fETI deduction for fiscal 20
allows the Company to take 60% of the prior lawalble deduction for transactions in the secondtquaf fiscal 2006.

In December 2004, the FASB issued Statement ofnéinhAccounting Standards No. 123R, “Share-Basgghfent” SFAS No. 123R). Tt
pronouncement requires companies to measure andmee compensation expense for all sHzsed payments. In the first quarter of fi
2006, the Company adopted SFAS No. 123R and rezegriompensation expense in the second quartéscal 2006 of $2 million, net
tax, related to stock options.

Segment Results

Information on segments is as follows (in millions)

Three Months Ende

Sales Sales Average
April 1, April 2, Sales Volume Sales Pric
2006 2005 Change Change Change
Chicken $ 2,01C % 2,05¢ % (46) 7.4% (8.9%
Beef 2,85¢ 2,774 80 6.1% (3.0%
Pork 72¢ 82¢ (99 0.5% (12.9%
Prepared Fooc 641 69C (49 (0.71% (6.5)%
Other 17 11 6 n/e n/e
Total $ 6,251 $ 6,35¢ $ (108 5.10 (6.5)%
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Three Months Ende

Operating Operating
Income (Loss  Income (Loss Operating Operating Operating
Income Margin Margin
April 1, April 2, (Loss) April 1, April 2,
2006 2005 Change 2006 2005
Chicken $ 9 3 14 % (139 0.4% 7.C%
Beef (18¢) (19 (169 (6.€)% (0.79%
Pork 9 19 (10 1.2% 2.3%
Prepared Fooc 9 20 (11 1.4% 2.5%
Other 19 12 7 n/z niz
Total $ (142 $ 175 $ (317 (2.305 2.80;

Chicken segment volume improvement was more thiseblby lower sales prices, resulting in sales eklsing 2.2% in the second quarte
fiscal 2006, as compared to the same period last @hicken segment operating income decreased i®illdn in the second quarter of fis:
2006, as compared to the same period last yearafmgincome was negatively impacted by lower agersales prices, primarily due tc
oversupply of proteins in the marketplace. Addisithyy the discovery of H5N1 avian influenza in eént foreign markets reduced exf
prices. Unprecedented leg quarter inventories @eldkie recovery of the export prices. Also, opatatncome was negatively impacted
higher energy costs, higher grain costs and deedeasargins at the Company’s operations in Mexi@perating income was positiv
impacted by improved results from the Compamommodity risk management activities relatedreorgpurchases as it realized net loss:
$4 million for the second quarter of fiscal 2006, campared to net losses of $10 million realizetheénsame period last year.

Beef segment sales increased 2.9% in the seconmtegoéfiscal 2006, as compared to the same pdasidyear. The increase in the sec
quarter of fiscal 2006 was primarily due to a 6.itBfrease in sales volumes, offset partially byG#@decrease in average sales prices.
segment operating results decreased $124 millitheisecond quarter of fiscal 2006, as comparditetsame period last year, excluding [
closing related accruals of $45 million recordedhia second quarter of fiscal 2006. Beef segmeetating results were negatively impac
by continued high operating costs, the oversupplgroteins in the marketplace and by the contintesdrictions of certain key beef exy
markets. Additionally, beef operating results foe three months ended April 1, 2006, were negativepacted by net losses of $18 mill
from the Company commodity risk management activities relatedtdiked forward boxed beef sales and forward bagtle purchases
decrease of $28 million from the same period lastryDecreased volumes and margins at the Compa@aKeside operation in Canada
negatively impacted the Beef segment’s operatisglte

Pork segment volume improvement was more than tolffigdower sales prices, resulting in sales deinga%2.0% in the second quartel
fiscal 2006, as compared to the same period last York segment operating income decreased $l@mih the second quarter of fis
2006, as compared to the same period last yearra@mg income was negatively impacted by higherrajieg costs per head and
oversupply of proteins in the marketplace, resgltmdecreased average sales prices, partiallgtdffs lower average live prices.

Prepared Foods segment sales decreased 7.1%sedbed quarter of fiscal 2006, as compared todheeseriod last year. The decreas
sales was primarily due to lower average salesgprand slightly lower sales volumes, partially duehe planned rationalization of lov
margin product lines. Prepared Foods segment apgrizicome increased $3 million in the second aereof fiscal 2006, as compared to
same period last year, excluding plant closingteelaccruals of $14 million recorded in the secqudrter of fiscal 2006. The increases v
primarily due to decreased raw material costsjglbroffset by lower average sales prices.
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Six Months of Fiscal 2006 vs. Six Months of Fisc2005

Sales decreased $106 million and 0.8% compardtketeame period last year, with a 3.4% decreasecirage sales price and a 2.7% incr
in volume. The decrease in average sales pricedvwasn by the Chicken, Pork and Prepared Foods eetgnChicken segment sales v
negatively impacted by decreases in market pricespdimarily to the oversupply of leg quarters. Teerease in the Pork segment ave
sales prices were primarily driven by a decreasavarage live hog prices. The decrease in the Rrdgaoods segment average sales |
were primarily driven by a decrease in raw matepigdes. Additionally, sales for the six monthsfistal 2006 were negatively impacted
net losses of $61 million, as compared to net bs$&1 million recorded in the same periods lastryrelated to open mark-msarket future
positions from the Company’s commodity risk managetactivities related to its fixed forward boxezeband pork sales.

Cost of sales increased $171 million. As a peroéstles, cost of sales increased from 94.0% tb996The 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 $112 million as compaoethe same period last year. Tt
increases were partially offset by net gains of &8fion recorded in the six months of fiscal 200élated to its forward futures contracts
live cattle and hog purchases. The cost of satFeases were partially offset in the Prepared Fsedment by lower raw material costs.

Selling, general and administrative expenses ise@&2 million or 0.4%. As a percent of salesjrsgligeneral and administrative expel
remained constant at 3.7%. The increase was phmduie to an increase in personmnelated costs and information system services |
partially offset by decreases in corporate advegisxpenses related to the Company’'s “Powered Yo" campaign and prior ye
charitable contributions.

Other charges increased by $54 million. During shemonths of fiscal 2006, the Company recorded $dlion in charges related to t
closings of its Norfolk, Nebraska beef processitanpand West Point, Nebraska beef slaughteringtpbes well as $14 million in charg
related to the closings of its Independence, long @elwein, lowa processed meats plants. In Fepr2@06, the Company announcec
decision to close its Norfolk beef processing plantl its West Point beef slaughtering plant. Pradacfrom these facilities was shift
primarily to the Companyg beef complex in Dakota City, Nebraska. In Jan28@6, the Company announced its decision to dleseof its
processed meats facilities in northeast lowa. Hadependence and Oelwein plants produced choppedihdraliced luncheon meats. The
months of fiscal 2005 included $5 million in chasgelated to the closings of its Portland, Mainecpssing facility and Noel, Misso
rendering facility.

Other income and expense declined by $10 millidre d@ecline is primarily due to an $8 million gaimthe sale of the Comparsyfemainin
interest in Specialty Brands, Inc. recorded indixemonths of fiscal 2005.

Interest expense decreased $7 million or 6.0%,ailyresulting from a 9.0% decrease in the Compsayerage net indebtedness, as wi
a slight decrease in the overall weighted averagetving rate from 7.1% to 7.0%.

The effective tax rate for the first six monthfistal 2006 was 36.8%, compared to 36.6% for trst fiix months of fiscal 2005. The year-to-
date income tax benefit was increased by such i@snthe estimated ETI benefit and general busioesiits, and was reduced by cer
nondeductible expense items. The American JobstiGneact of 2004 provides for the repeal of the ElEduction and the replacement wi
domestic production deduction. The phase out oEfhlededuction for fiscal 2006 allows the Compaoyake 80% of the prior law allowal
deduction for transactions in the first quarteifis€al 2006 and 60% of the prior law allowable detéhns for transactions occurring in
remainder of the year .

In December 2004, the FASB issued Statement offEinhAccounting Standards No. 123R, “Share-Basgghfent” SFAS No. 123R). Tt
pronouncement requires companies to measure andmee compensation expense for all sHzsed payments. In the first quarter of fi
2006, the Company adopted SFAS No. 123R and rezedmompensation expense in the first six montHscdl 2006 of $4 million, net
tax, related to stock options.
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Segment Results

Information on segments is as follows (in millions)

Six Months Ende

Sales Sales Average
April 1, April 2, Sales Volume Sales Pric
2006 2005 Change Change Change
Chicken $ 4,046  $ 4,12:  $ (76) 3.7% (5.9%
Beef 5,77 5,56¢ 20z 3.2% 0.5%
Pork 1,521 1,67: (152 1.C% (10.0%
Prepared Fooc 1,33¢ 1,42: (89 (1.6)% (4.9%
Other 32 24 8 n/e n/e
Total $ 12,708 3 1281, $ (106 2. 704 (3.4y05
Six Months Ende!
Operating Operating
Income (Loss  Income (Loss Operating Operating Operating
Income Margin Margin
April 1, April 2, (Loss) April 1, April 2,
2006 2005 Change 2006 2005
Chicken $ 132 247 % (11%) 3.2% 6.C%
Beef (252) (35 (217) 4.9% (0.6%
Pork 20 34 (14) 1.3% 2.C%
Prepared Fooc 33 32 1 2.5% 2.2%
Other 35 23 12 n/e n/e
Total $ (32) 301 $ (339 (0.3)0 2.3,

Chicken segment volume improvement was more théseoby lower sales prices, resulting in sales eksing 1.8% in the six months
fiscal 2006, as compared to the same period last yehicken segment operating income decreased &1lli&n in the six months of fisc
2006, as compared to the same period last yeara@mgincome was negatively impacted by lower agersales prices, primarily due tc
oversupply of proteins in the marketplace. Addisithyy the discovery of H5N1 avian influenza in eént foreign markets reduced exf
prices. Unprecedented leg quarter inventories @eldkie recovery of the export prices. Also, opatatncome was negatively impacted
higher energy costs and decreased margins at thp&uty's operations in Mexico. Operating income was pealifi impacted by improve
results from the Comparg’commodity risk management activities relatedriorgpurchases as it realized net losses of $4omifbr the si:
months of fiscal 2006, as compared to net loss&8®fmillion realized in the same period last year.

Beef segment sales increased 3.6% in the six marftfiscal 2006, as compared to the same periddyksar. The increase in sales for the
months of fiscal 2006 was primarily due to a 3.2%réase in volumes, as well as a slight increasev@rage sales prices. Beef segt
operating results decreased $162 million in thensdonths of fiscal 2006, as compared to the samiegdast year, excluding plant clos
related accruals of $45 million recorded in thersipnths of fiscal 2006 and $10 million receivedtia six months of fiscal 2005 in connec
with vitamin antitrust litigation. Beef segment ogtng results were negatively impacted by contihbigh operating costs, the oversuppl
proteins in the marketplace and by the continusttiotions of certain key beef export markets. Aiddially, Beef operating results for the
months ended April 1, 2006, were negatively impadtg $21 million from the Company’commodity risk management activities, a deci
of $19 million from the same period last year. Based volumes and margins at the Compahgkeside operation in Canada, due in p:
the labor strike occurring in the first quarterfistal 2006, also negatively impacted the Beef sagia operating results.
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Pork segment volume improvement was more than toffigéower sales prices, resulting in sales deinga8.1% in the six months of fisc
2006, as compared to the same period last yeak. $&gment operating income decreased $12 millioténsix months of fiscal 2006,
compared to the same period last year, excludinghiiin received in the six months of fiscal 200bconnection with vitamin antitre
litigation. Operating income was negatively impactey higher operating costs per head and an ovehsb proteins in the marketplai
resulting in decreased average sales prices, adftset by lower average live prices.

Prepared Foods segment sales decreased 6.3%six tinenths of fiscal 2006, as compared to the spened last year. The decrease in ¢
was primarily due to lower average sales pricessigtitly lower sales volumes, partially due to filanned rationalization of lower mar
product lines. Prepared Foods segment operatimgriadncreased $12 million in the six months of dis2006, as compared to the si
period last year, excluding plant closing relatedraals of $14 million recorded in the six montfigigcal 2006 and $3 million recorded in
six months of fiscal 2005. The increases were milgndue to decreased raw material costs, partigfiiget by lower average sales prices.

FINANCIAL CONDITION

For the three months ended April 1, 2006, net ¢atling $10 million was used for operating actast a decline of $45 million from t
same period last year. The change in net cash dpenating activities was primarily due to a declinenet income (loss) of $278 millic
excluding the nortash effect of deferred income taxes, offset bynibiechange in the working capital effect of $20lliom. The change i
working capital was primarily due to changes incagts receivable, inventory and interest payablea@apared to the prior year. 1
Company used cash primarily from borrowings to fi$i68 million of property, plant and equipment aidais, to pay dividends of $
million and to repurchase $8 million of the Compan@lass A common stock in the open market.

For the six months ended April 1, 2006, net cashlitgy $173 million was provided by operating aitiés, a decrease of $284 million fr
the same period last year. The decrease in casfidptbby operating activities was primarily dueataecline in net income (loss) of $:
million, excluding the norcash effect of deferred income taxes. The Compaeg wash primarily from borrowings and operatiangunc
$357 million of property, plant and equipment aidlis, to pay dividends of $27 million and to refhase $20 million of the ComparsyClas
A common stock in the open market. The expenditdoesproperty, plant and equipment were relateca¢quiring new equipment a
upgrading facilities in order to maintain compettistanding and position the Company for futurecopmities. Capital spending for fisi
2006 is currently expected to be approximately $%@0on . This reflects additional spending for a third fullgdicated caseeady plant, ne
facilities at its Corporate Center that will inckid new office tower, expanded product developrkigcitens and a new pilot production pl
The new facilities will also provide space for ttmnsumer insights group and make provisions fantegmber development activities ar
variety of other projects that will increase autdiora and support valuadded product growth. The Company continues touet@lpotenti
international and domestic growth opportunities.

Working capital was $1.4 billion at April 1, 200&nd $1.3 billion at October 1, 2005, an increas$7& million. The current ratio at April
2006, and October 1, 2005, was 1.5 to 1 and 116 tespectively. At April 1, 2008ptal debt, net of the $750 million held on depasitr
interest bearing account with a trustee, was 4lo##étal capitalization, compared to 39.1% at Oetob, 2005.

In the second quarter of fiscal 2006, the Compasyéd $1.0 billion of new senior unsecured noteistwivill mature on April 1, 2016. Tt
notes carry a 6.60% interest rate, with interegtmEnts due senmannually on April 1 and October 1. The Company wilk the net procee
of this offering for general corporate purposes &ordthe repayment of its outstanding $750 milljarncipal amount of 7.25% Notes ¢
October 1, 2006. The Company’s shiatm investment at April 1, 2006, includes $750lionl of proceeds from the new issuance. T
funds are on deposit with a trustee and will beddee the repayment of the 7.25% Notes maturingoBet 1, 2006.

Total debt at April 1, 2006, was $4.0 billion, amiease of $991 million from October 1, 2005. Hoerewhen adjusted for the $750 mill
of proceeds on deposit, debt was $3.2 billion oriraarease of $241 million from October 1, 2005. Aiddally, the Company has

unsecured revolving credit facility totaling $1.0libn that supports the Comparsycommercial paper program, letters of credit atib!
short-term funding needs. The $1.0 billion faciktypires in September 2010. Also, at April 1, 2006,
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Company had a receivables purchase agreementhwit topurchasers to sell up to $750 million of trade nemlgles that consisted of $&
million expiring August 2006 and $375 million expig in August 2008. The Company currently planseek an extension of this agreen
for an additional year. At April 1, 2006, and Oatohl, 2005, there were no amounts drawn under gbeivables purchase agreem
Outstanding debt at April 1, 2006, consisted oft$8llion of debt securities, a $345 million teroah and other indebtedness of $205 million.

The revolving credit facility, senior notes, teroah and accounts receivable securitization contaiious covenants, the more restrictiv
which contain a maximum allowed leverage ratio amdinimum required interest coverage ratio. The gamy was in compliance with all
its covenants at April 1, 2006rhe Company successfully renegotiated less ras#&idebt covenants in the third quarter of fisd20@

The Companys foreseeable cash needs for operations and cagjiahditures are expected to be met primarilyutiihocash flows provide
by operating activities. Additionally, at April 2006, the Company had unused borrowing capaciiidd billion, consisting of $763 millic
available under its $1.0 billion unsecured revaivamedit agreement and $750 million under its ant®receivable securitization.

CRITICAL ACCOUNTING ESTIMATES

The preparation of consolidated condensed finasté#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 repgrirnigd. Actual results could differ frc
those estimates. The following is a summary ofaterdccounting estimates considered critical byGbmpany.

Financial instruments The Company is a purchaser of certain commodisiesh as grains, livestock and natural gas in theseoof norme
operations. The Company uses derivative finanaistriiments to reduce its exposure to various maiglet. Generally, contract terms ¢
hedge instrument closely mirror those of the hedieoh, providing a high degree of risk reductiord agorrelation. 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 Instruments and HedgiActivities” (SFAS No. 133), ¢
amended. If a derivative instrument is a hedgeledised by SFAS No. 133, depending on the natutbehedge, changes in the fair valu
the instrument will be either offset against tharde in fair value of the hedged assets, liakslite firm commitments through earnings
recognized in other comprehensive income (losg) tive hedged item is recognized in earnings. Tedféctive portion of an instrumest’
change in fair value will be immediately recogniiedckarnings as a component of cost of sales.umgnts the Company holds as part ¢
risk management activities that do not meet thieeriai for hedge accounting, as defined by SFAS 183, as amended, are marked to
value with unrealized gains or losses reportedetilly in earnings. The Company generally does rdgk anticipated transactions beyon
months.

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

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

Impairment of long-lived assetsThe Company is required to assess potential impaitsnto its londived assets, which are primal
property, plant and equipment. If impairment intlica are present, the Company must measure thealaie of the
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assets in accordance with Statement of Financiabiating Standards No. 144, “Accounting for the &inment of Disposal of Longiived
Assets,” to determine if adjustments are to bendmmh

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 assumptfarge in the future, the Company may be requioedetord impairment charges
previously recorded. The Company assesses its gibamvd other intangible assets for impairment edst annually in accordance v
Statement of Financial Accounting Standards No, 1@®odwill and Other Intangible Assets.”

Marketing and advertising costsThe Company incurs advertising, retailer incentwel 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 rdlaethese programs requires management judgmegstimating the potential performau
and redemption of each program. These estimatesasexl on many factors, including historical exgrase 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 tt
Company in various jurisdictions in which the Compaarns income. Federal income taxes include imatg for taxes on earnings
foreign subsidiaries that are expected to be renhitd 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 effecteenfporary differences between finan
and income tax reporting using tax rates in effectthe years in which the differences are expettedeverse. Valuation allowances
recorded when it is more likely than not that alierefit will not be realized for a deferred tazets

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

The Company and its representatives may from tionénte make written or oral forward-looking statertse including forwardeoking
statements made in this report. Such forward lapktatements include, but are not limited to, auridews and estimates of future econc
circumstances, industry conditions in domestic artdrnational markets, Company performance andntiz results, including, witho
limitation, debt-levels, return on invested capitalueadded product growth, capital expenditures, tagsiaaccess to foreign markets
dividend policy. These forward-looking statements aubject to a number of factors and uncertaintibich could cause the Compaay’
actual results and experiences to differ materimtyn the anticipated results and expectationsesgad in such forwaldeking statement
The Company wishes to caution readers not to pladee reliance on any forwaldeking statements, which speak only as of the dwtde
Tyson undertakes no obligation to publicly updatg forwardiooking statements, whether as a result of newrimétion, future events
otherwise.

Among the factors that may cause actual resultsexperiences to differ from the anticipated resalisl expectations expressed in ¢
forwarddooking statements are the following: (i) fluctats in the cost and availability of inputs and naaterials, such as live cattle, |
swine, feed grains and energy; (ii) market condgidor finished products, including competition rfroother global and domestic fc
processors, the supply and pricing of alternativetgins, and the demand for alternative proteii; risks associated with effective
evaluating derivatives and hedging activities; @gcess to foreign markets together with foreigonnemic conditions, including currer
fluctuations, import/export restrictions and foreigolitics; (v) outbreak of a livestock diseasecfsias avian influenza (Al) or bovi
spongiform encephalopathy (BSE)) which could haveffiect on livestock owned by the Company, thelaldity of livestock for purchas
by the Company, consumer perception of certaineprgiroducts or the Comparsyability to access certain domestic and foreigrketa; (vi,
successful rationalization of existing facilities)d the operating efficiencies of the facilitiedj)(changes in the availability and relative c
of labor and contract growers, and the abilityh®f Company to maintain good relationships with exygés, labor unions, contract grow
and independent producers providing livestock ® @ompany; (viii) issues related to food safetygluding costs resulting from prod
recalls, regulatory compliance and any relatedhddair litigation; (ix) changes in consumer prefeeand diets, and the Company’s ability to
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identify and react to consumer trends; (x) sigaificmarketing plan changes by large customerdyeotass of one or more large custon
(xi) adverse results from litigation; (xii) riskssociated with leverage, including cost increasestd rising interest rates or changes in
ratings or outlook; (xiii) changes in regulationsdaaws (both domestic and foreign), including aemin accounting standards, tax l¢
environmental laws and occupational, health andtgdfws; (xiv) the ability of the Company to madkective acquisitions and successf
integrate newly acquired businesses into existipgrations; (xv) effectiveness of advertising andkating programs; and (xvi) the effect
or changes in, general economic conditions.

Iltem 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 intoouariderivative transactions as descr
below. If a derivative instrument is a hedge, afindd by SFAS No. 133, as amended, depending omah&e of the hedge, changes in
fair value of the instrument will be either offsjainst 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 certa@isipons, primarily in grain and livestock futuregich do not meet the criteria for SF
No. 133 hedge accounting. These positions are rdaidkdair value and the unrealized gains and lossesreported in earnings at e
reporting date. The changes in market value ofvegvies used in the Compasyfisk management activities surrounding invensode han
or anticipated purchases of inventories are recbidecost of sales. The changes in market valugeoifratives used in the Companyisk
management activities surrounding forward salesraots are recorded in sales.

The sensitivity analyses presented below are thesuares of potential losses of fair value resulfiogn hypothetical changes in market pri
related to commodities. Sensitivity analyses docamisider the actions management may take to rtétifg@ Companyg exposure to chang
nor do they consider the effects that such hypmthleadverse 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 experienigmiBcant 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 recordedh@idiedge accounting. The following table presensemsitivity analysis resulting fromr
hypothetical change of 10% in market prices as pfilAL, 2006, and October 1, 2005, respectivelyfainvalue 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 hedugde 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 commaodity obligationsirarersely correlated. The followil
sensitivity analysis reflects the impact on earsifag changes in the fair value of open positions.
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Effect of 10% change in fair valt in millions

(unaudited (unaudited’
April 1, October 1
2006 2005
Livestock:
Cattle $ 9 $ 3
Hogs 14 13
Grain 20 15
Natural Gas 5 12

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

Iltem 4. Controls and Procedures

An evaluation was performed, under the supervigiod with the participation of Company managememtjuding the Chief Executi
Officer (CEO) and the Interim Chief Financial O#ic(CFO), of the effectiveness of the design aneratpon of the Compang’disclosur
controls and procedures (as defined in Rule I5@) under the Securities Exchange Act of 1934 nasnded (the 1934 Act)). Based on
evaluation, management, including the CEO and CHi&3, concluded that, as of April 1, 2006, the Comgjmmlisclosure controls a
procedures were ineffective due to the item desdritelow.

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 pegntadifference in the Comparsytax provision. As a result, the Company rest#s800¢
financial statements, reversing $19 million of im= tax expense inappropriately recorded. This ters@nt resulted in the reporting ¢
material weakness in internal controls over finahgeporting in the Company’s amended 2005 Annwdd®t on Form 10</A. Managemer
believes that the error was the result of unintevai oversight; however, the Company is in the esscof designing and implement
improvements to its internal controls over finahecgporting related to the manual income tax priovisalculation.

On January 5, 2006, the Company upgraded its getedtger and enterpriseporting computer system for substantially all @stit
operations. Prior to implementation, managemenuhented and tested controls to ensure the conupisn implementation, would
effective to minimize the risk of financial misstatent. Based on the results of those procedureghencesults of review activities sir
implementation, management believes the contrelspplemented, are working as designed.

In the second quarter ending April 1, 2006, othantthe items described above, there have beehamges in the Comparsyinternal contre
over financial reporting that have materially afést or are reasonably likely to materially affette Companys internal control owvi
financial reporting.

As part of the assessment of our internal contras will be completed during our 2006 fiscal ygaconnection with the process requirec

Section 404 of the Sarban@sdey Act of 2002, management intends to contiruetiew, evaluate and strengthen our controlspradesse
As a result, internal control over financial refrogtwill continue to be refined and improved onaamgoing basis.
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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, wilislkeussion is incorporated herein by referencetetidbelow 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.alygsn Foods, InG.was filed it
the District Court for Mayes County, Oklahoma, ahalf of all owners of Grand Lake O' the Cherokéttsral (lakefront) property. The s
alleges that the Company "or entities over whidhai$ operational control" conduct operations irhsaievay as to interfere with the puta
class action plaintiffs' use and enjoyment of th@wperty, allegedly caused by diminished waterliguan the lake. Plaintiffs are seeki
injunctive relief and an unspecified amount of cemgatory damages, punitive damages, attorney fegéscasts. Simmons Foods, |
(Simmons) and Peterson Farms, Inc. (Peterson) bege joined as defendants. On December 11, 208D itrict Court entered an ort
which granted class certification. The Company, i8ons and Peterson appealed the trial cousttification to the Oklahoma Court of C
Appeals. On October 4, 2005, the Court of Civil Ap[s of the State of Oklahoma reversed the deciHidine District Court, holding that t
claims of plaintiffs were not suitable for dispasit as a class action. Plaintiffs filed a Petitfon Writ of Certiorari seeking review by t
Oklahoma Supreme Court of the Court of Civil Apgéalecision, but by order entered February 16, 20@6Qklahoma Supreme Co
rejected Plaintiffs’petition and remanded the case back to the Dighaatrt with instructions that the matter proceetly @n behalf of th
three named plaintiffs.

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. TFMshl@ompleted improvements at its Joslin facilityréoluce odors from this operation,
denies the lllinois Attorney General's contentitiattits operations at any time amounted to a “mgisd The Attorney General has sou
additional studies of alleged odor sources. In 2893, the State of lllinois attempted to add thenPany as a defendant in the suit, whick
Circuit Court subsequently denied. In September32@ife State of lllinois served the Company withoaplaint that had been filed in
Circuit Court for the 14" Judicial Circuit, Rock Island County, lllinois Chzery Division alleging substantially the same causkactiol
against the Company as had been alleged in thenaagiainst TFM. On May 27, 2004, TFM and the Sttélinois Attorney General enter
into a Preliminary Injunction Order to conduct sfied studies of the alleged “nuisancssues. At the same time, the State of llli
Attorney General filed an Agreed Order of Dismissgarding the September 2003 suit against the @oynpl FM substantially complet
the studies required by the Preliminary Injunct©nder during 2005 and is currently engaged in natiohs with the State of lllino
regarding the results of the studies and a reswiwf the civil penalty demand.

In May 2004, TFM met with U.S. Environmental Prdiec Agency (USEPA) staff regarding alleged wastiewand late report filir
violations under the Clean Water Act relating te #8002 Second and Final Consent Decree that gaveorapliance requirements for TF&’
Dakota City, Nebraska, facility. During that 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 matterexmected.

On August 12, 2005, the Company elected to padieipn the United States Environmental Protectigemrcys (EPA) Air Complianc
Agreement (ACA). Participation will require paymeaf a penalty of One Hundred Thousand Dollars ($200) and an additior
contribution to a monitoring fund that will undeiter a study of air emissions from poultry farmingeoations. The contribution to 1
monitoring fund will be made in proportion to thetal number of all participants (including the Canp and parties not related to
Company) who elect to participate in the ACA. le&imated that aggregate contributions to the tadng fund will not exceed Two Millia
Dollars ($2,000,000). The Compasyélection to participate in the ACA is subjectrewview and approval from the EPA Environme
Appeals Board (EAB). The EAB is currently condugtits review. In
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addition, environmental groups have brought a legéibn against the EPA challenging the legalityhaf ACA in the Court of Appeals in 1
D.C. Circuit. It is currently unknown how, if atlahis 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 othtrp integrators. After a mediation held in Aug2905 did not result in a settlemen
First Amended Complaint (“Amended Complaintias filed and served on the Company, three subgdiand other poultry integrators. -
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 dsméveral 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 Complaintatdition to the motions and thigghrty claims, the Company and its defendant sudnséd
also have asserted various defenses to claimsedserthe amended complaint. Discovery has justmly begun and no trial date has
set.

In February 2002, the Company learned that a psitgdacility 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 meliag practices. The Company acqu
Zemco as part of the Company's acquisition of TRMSeptember 28, 2001. A former Zemco employee afptbcessing facility has pl
guilty to charges in connection with the investigat The Company and the U.S. Attorney are pregamimunicating regarding a poss
civil resolution to claims against Zemco.

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 resultetiéndeath of an employee at the R
Valley Animal Foods rendering plant in Texarkanakansas, on October 10, 2003. That workplace fathfid previously been the subjec
an investigation by the Occupational Health 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 \tbns 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 junesgtigation. Since the receipt of the document sebapa number of company employ
have provided grand jury testimony or informal imtews to government investigators. Federal off&cizave not yet indicated whether t
intend to pursue any action against the Compapimection with this investigation.

In July 2002, certain cattle producers fildgrman Schumacher, et al. vs. Tyson Fresh Meats, &b al.in the U.S. District Court for tt
District of South Dakota, seeking certification afclass of cattle producers and naming as defesddfi¥l and three other beef pack
Plaintiffs claim that in 2001, during the first sixeeks that the U.S. Department of Agriculture (W$Dbegan its mandatory price report
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 hadnpiffs 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 lation of the Packers and Stockyards Act (PSA),.3.0. 892. Plaintiffs also seek dama
under state law unjust enrichment principles. TI8DWA has stated that during the period in questientteef packers correctly reported |
sales information to the USDA and TFM believesciied appropriately in its dealings with cattle proers. Plaintiffs submitted an affide
from their expert on April 1, 2004, which maintaihelass damages were in the "tens of millions" @fads. On June 4, 2004, the Dist
Court certified a class to pursue the PSA claimssisting of all persons or business associations that ownednaenest in cattle that we
intended for slaughter and who sold or permittedighle of such cattle (excluding culled dairy aedfltows and bulls) to defendants on
open spot cash cattle market, or on a basis affdptehat market, between April 2, 2001, to andudimg May 11, 2001.Other classes we
certified in connection with the state law unjustiehment claims. Trial in this matter commencedMrch 31, 2006 and a jury verdict v
returned against TFM and two of the other threewddnts. The jury verdict against TFM was for $8,000, but this amount was base(
all sales and not just those of the
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class. TFM has filed a motion with the District @oasking for a judgment as a matter of law basedeveral issues, including the basi
the jury’s damage award which was not based ordanyage model presented at the trial.

On February 16, 2005, a putative shareholders al@rév and class action lawsufAmalgamated Bank v. Don Tyson, et,alas filed i
Delaware Chancery Court against certain presenfanukr directors of the Company. The Company wss mamed as a nominal defend
with no relief sought against it. On September 2005, plaintiff Eric Meyer sent a letter to the Koable William B. Chandler Ill, of tt
Delaware Chancery Court, requesting leave to firtative shareholder derivative complaint undeid.sehe complaint named as defend
the Tyson Limited Partnership and certain presewnt former directors of the Company. The Company a@® named as a nomi
defendant, with no relief sought against it. Ont8eyber 21, 2005, the court granted plaintiff ledwefile the complaint under seal ¢
requested that plaintiff's counsel confer with cgrlrin Amalgamated Bank v. Tysamorder to consolidate the cases. On January Q6
plaintiffs Amalgamated Bank and Meyer submitted ansblidated Complaint to the Court. The Court cedeconsolidation on January
2006 and captioned the consolidated ackiore Tyson Foods, Inc. Consolidated Shareholdstlgation . The Consolidated Complaint nar
as defendants the Tyson Limited Partnership anthioepresent and former directors of the Comparhye Tompany is also named ¢
nominal defendant, with no relief sought againsfThe lawsuit contains five derivative claims altegthat the defendants breached 1
fiduciary duties by: (1) approving consulting camis for Don Tyson and Robert Peterson in 2001f@anBon Tyson in 2004; (2) approvi
and inadequately disclosing certain "other comptmsapaid to Tyson executives from 2001 to 20(8; dpproving certain option grants
certain officers and directors with alleged knovgedhat the Company was about to make announcenette/ould cause the stock price
increase; (4) approving and not adequately diseipsarious relategrarty transactions from 2001 to 2004 that plaistdflege were unfair
the Company; and (5) making inadequate disclostiras resulting in an SEC consent decree. The Cilagetl Complaint asserts th
additional derivative claims for: (6) breach of th897 settlement agreementHerbets v. Tyson, et al.No. 14231 (Del. Ch.); (7) ci\
contempt of the court's order and final judgmentHigrbets v. Tyson and (8) unjust enrichment regarding the beneftitained by th
defendants through the various transactions chgigin the Consolidated Complaint. The Consolid&ethplaint also makes a putative ¢
action claim that the Company's 2004 proxy stateémentained misrepresentations regarding certagtive compensation. On Marct
2006, Defendants filed a Motion to Dismiss the Gtidated Complaint. Plaintiffs’ filed a response May 8, 2006. Defendantséply brief it
due on June 2, 2006.

Other Matters: The Company has approximately 114,000 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 iweosubstantial 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)
Jan. 1 tc
Jan. 28, 200 249,869 $16.65 - 22,474,43¢
Jan. 29 to
Mar. 4, 200¢€ 171,254 14.83 - 22,474,43¢
Mar. 5 to
Apr. 1, 200€ 105,280 13.46 - 22,474,439
Total 526,403 (2 $15.42 - 22,474,43¢
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Q) On February 7, 2003, the Company announced thatahed of directors of the Company had approvela fo repurchase up to
25,000,000 shares of Class A common stock from tontene in open market or privately negotiatedhsi@ctions. The plan has no
fixed or scheduled termination da

(2 The Company purchased 526,403 shares during tiedaat were not made pursuant to the Compangsipusly announced stock
repurchase plan, but were purchased to fund ceB@impany obligations under its equity compensgtians. These purchases were
made in open market transactio

Item 3. Defaults Upon Senior Securities
Not Applicable

Item 4. Submission of Matters to a Vote of Security Holders

1. The following directors were elected at the adimueeting of stockholders held February 3, 2(

Directors Votes For Votes Withhelc
Don Tyson 1,109,299,76! 117,655,14:
John Tysor 1,110,606,79: 116,348,11¢
Richard L. Bonc 1,110,249,40! 116,705,50:
Scott T. Forc 1,202,831,10:¢ 24,123,80:
Lloyd V. Hackley 1,205,552,12. 21,402,78¢
Jim Kever 1,210,311,05! 16,643,861
Jo Ann R. Smitt 1,209,337,00: 17,617,90¢
Leland E. Tolleti 1,111,262,27 115,692,63¢
Barbara A. Tysol 1,111,265,44! 115,689,46:
Albert C. Zapanti 1,209,742,93 17,211,97¢
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2. Proposal to ratify the selection of Ernst & YgurlLP, registered public accounting firm, as ther@any’s independent
auditor for the fiscal year ending September 3062

Votes For 1,223,592,46!
Votes Agains 1,890,313
Votes Abstainel 1,464,44¢
No Vote 7,685

3. Vote to consider and act upon a shareholderggadpequesting the board of directors issue artépshareholders by August
2006, prepared at reasonable cost and omittingrigtapy information, on the feasibility of Tysonasing in controlled-
atmosphere killing in all of our approximately 408Jpoultry slaughterhouses within a reasonableftaime, with a focus on
the animal welfare and economic benefits thattéttnology could bring to our Compar

Votes For 13,748,04¢
Votes Agains 1,167,141,06:
Votes Abstainel 19,278,467
No Vote 26,787,33:

Item 5. Other Information
None

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 40
31.1 Certification of Chief Executive Officer pursuant$EC Rule 13a-14(a)/15d-14(a), as adopted 41

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

31.2 Certification of Interim Chief Financial Officer pguant to SEC Rule 13a-14(a)/15d-14(a), as 42
adopted pursuant to Section 302 of the Sart-Oxley Act of 2002

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuant 43
to Section 906 of the Sarba-Oxley Act of 2002

32.2 Certification of Interim Chief Financial Officer pguant to 18 U.S.C. Section 1350, as adopted 44
pursuant to Section 906 of the Sarbi-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: May 11, 200 /sl Dennis Leatherby
Dennis Leatherb
Senior Vice President, Finance and Treas
and Interim Chief Financial Office

Date: May 11, 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 (Losses) to Figdtrges

(in 000’s) Three Months
Ended Fiscal Years Ending
April 1, Dec. 31,
2006 2005 2005 2004 2003 2002 2001
Net income (loss) for the peric (127,350) 38,968 372,421 402,907 337,408 382,727 87,859
Add: Income tax (benefit) expense (72,340) 20,833 155,770 232,392 185,493 210,237 58,362
Add: Minority interest 46 (64) (120) (68) 248 97) 18,750
Fixed charge 71,756 66,275 276,974 314,681 337,164 351,622 175,457
Less: Capitalized intere (2,338) (2,875) (6,490) (3,491) (3,325) (9,264) (3,249)
Income (loss) before taxes on income and fixed (130,226)
charges 123,137 798,555 946,421 856,988 935,225 337,179
Fixed Charges:
Interest 57,177 51,711 225,536 268,438 294,175 296,983 143,718
Capitalized interes 2,338 2,875 6,490 3,491 3,325 9,264 3,249
Rentals at computed interest factor (1) 11,346 10,930 38,805 37,010 34,730 37,504 25,343
Amortization of debt discount expense 895 759 6,143 5,742 4,934 7,871 3,147
Total fixed charges 71,756 66,275 276,974 314,681 337,164 351,622 175,457
Ratio of earnings (losses) to fixed char (1.81) 1.86 2.88 3.01 2.54 2.66 1.92

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

I, John Tyson, 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: May 11, 2006

/sl John Tyson
John Tyson

Chairman and Chief Executive Officer
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EXHIBIT 31.2
CERTIFICATIONS

I, Dennis Leatherby, 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: May 11, 2006

/sl Dennis Leatherby

Dennis Leatherby

Senior Vice President, Finance and Treasurer amdinm Chief Financial Officer
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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 RepbiTyson Foods, Inc. (the Company) on FormQ@sr the period ending Ap
1, 2006 as filed with the Securities and Exchangm@ission on the date hereof (the Report), I, Joyson, Chairman and Chief Execut

Officer of the Company, certify, pursuant to 18 I€S1350, as adopted pursuant to 906 of the SasHaxley Act of 2002, to the best of 1
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/ John Tysol
John Tysor
Chairman and Chief Executive Offic

May 11, 200¢
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EXHIBIT 32.2

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

In connection with the accompanying Quarterly RepbiTyson Foods, Inc. (the Company) on FormQ@sr the period ending Ap
1, 2006, as filed with the Securities and Excha@igenmission on the date hereof (the Report), |, eheatherby, Senior Vice Presid¢

Finance and Treasurer and Interim Chief Financféit€r of the Company, certify, pursuant to 18 WLS1350, as adopted pursuant to 9C
the Sarbanes-Oxley Act of 2002, to the best of mywedge, 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/ Dennis Leatherb
Dennis Leatherb

Senior Vice President, Finance and Treasurer amdirim Chief Financial Office

May 11, 200¢
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